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MEMORANDUMFROM:  IRA N. FORMAN, DIRECTOR
L omoﬁﬂceomoueaz&enmnamms

f
!

FOR: CHRIS JENNINGS

SUBJECT: ~ “NATIONAL HEALTH REFORM PROPOSALS

Senator Kennedy and others ha;ve'proposedvthat the Federal Employees
Health Benefits Program (FEHBP) be used as the vehicie for covering
individuals not insured through glarge group sponsored plans. Under the

- Kennedy bill, OPM would have a major contracting function in- every state,

and in some states might also have a significant communications role.
OPM certainly- has the expertise necessary to perform both of those -

~ functions. However, whether the tasks are assigned to us or to some other

entity, the absolute prerequisite is that a dearly defined, safe income
stream be available for program administration. Without such a
quarantee, the implementation 'of the program would be at risk.

In order to assure the necéssary financing of functions delegated to the

cooperatives, | would suggest the following clarifications to the Kennedy

bill. Similar provisions should be included in other versions of heaith
reform legisiation that may emerge.

'« Title I, Subtitle C, Sec. 1262(d)(2), provides for a maximum 2.5%

.- administrative allowance to the States, of which .75% shall be
distributed for cooperative functions.

The bill needs to provide that funding for OPM to administer FEHBP
coops will not be'subject to the appropriations process. This money
" comes from enrollee premiums and will be allocated to all coops. If
OPM is to have the same responsibilities as State created coops it

" must receive the same funding as other administrators. Without
such an assured income stream, we could not handle our newly
acqulred functlons

' i,

o Tltle i, Subtltle G -- Federal Responsibilities, Subpart B --

" Responsibilities Relating to Review and Approval of State Systems,

Sec. 1615(b)(4) provides that funds will be appropriated to be made
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avaﬂabie'to.the States t§ provide grants for the establishment of
consumer purchasing cooperatives. '

If OPM is to organize consumer purchasing cooperatives, the kbill
needs to provide that it will be eligible for funding under the grant
provisions on the same b’asis as any other organization.

. Titie |, Subtlt!e C - State Responsnbdmes Sec. 1206. Consumer
lnformatlon and Marketing. (¢) Cooperatives--A State may delegate .
the responsibilities of the State to consumer purchasing
cooperatives for individuals enrolled in the commumty-rated plans
through such cooperatwes

It the State can del‘egat‘e this responsibility, the bill needs to
" provide specifically for a transer of a portion of the State's
administrative surcharge money to the cooperatives to defray the
- cost of carrying out th:s funcbon

Also, it would appear that the; contracting process could be simplified.

= The bill provides that evén though a plan may be offered in more than

' one health care coverage area the contracts must be separate. Even
if the rates are different for each area, it should be possible to
bundle the contracts to simplify contract administration. The bill
should not preclude that possibility as it now appears to do.

The Kennedy proposal as wrtrtten has many provisions that are either
- unclear or need technical perfectmg However, I've focused here on what
we see as key issues. :
{
!

cc: Jack Lew, Jennifer Klein
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June 15, 1994 :

MEMORANDUM FOR DISTRIBUTION

FROM: BARRY TOIV AND NANCYfANN.MIN

RE:- DRAFT OF SPEECH BY DIRECTOR PANETTA ON COST
CONTAINMENT

Attached is a draft of a speech to be delivered by Director
Panetta next Monday before the Center for National Policy on the
subject of cost containment in health care reform. The Director
has not yet reviewed this draft - -

Please call us if you have any questions, and get all
suggested changes or comments to Barry Toiv (x57254) by COB
Thursday, June 16. . . .

Distribution: Alice Rivlin
' John Angell.

Bob  Boorstin
Martha Foley
Chris Jennings ~
Greg Lawler:
Jack Lew 5
Ira Magaziner
Lorrie McHugh
Joe Minarik:
Meeghan’ Prunty
Laura Quinn
Gene Sperling



'LEONE.PANE'I‘TA - | | @RAFT
DIRECTOR |

OFFICE OF MANAGEMENT AND BUDGET
SPEECH TO THE CENTER FOR NATIONAL POLICY

JUNE 20, 1994

I want to tharik thke'vCenter for ﬁaﬁonal Policy for inviting me here today. In
deciding whether to make this speech, I of course consulted with James Carville, Paul
Begala, and the President’s other poﬁﬁ¢al advisors. If you’ve read Bob Woodward’s new
book, you know that we at the Office of Mahagement and Budget don’t do a thing without
running it by James and Paul. Oh, by the Way, they strongly recommended that I not make
the speech.

Today, I want to talk to you about health care reform, and I want to focus on what
the President believes, and what I beﬁéve, is an absolutely essential element of reform, and
that is controlling the skyrocketing costs of our health care system.

The President was elected in 1992 on his promise to focus on fundamental changes in
the nation’s economy, in our government, and in the lives of America’s families. That he
has done. Working with the Congress, he has put in place an economic plan that has
reduced budget deficits and increased investment in long-term economic growth and in the
education, skills, and well-being of our workers and our children. He has implemented a
trade policy that is already increasing éxports and creating new opportunities and jobs
throughout this country. He has signéd into law the Family Leave Act, Goals 2000
education reforms, a historic national semce program, and reforms in Head Start and other

education programs. Last week, the President proposed a strong, measured reforfn plan to



turn the nation’s outdated and, in so many ways, counterproductifze welfare system into a
plan for work and responsibility. '

'Fundamentally tied to all of these changes in government, in the economy, in the
well-being of our families is the need to reform our health care system. There is a clear
consensus that the nation cannot sustaix?m the inadequacies, the bu:eaucracy, the waste, or the
costs of the present system. Reform 1s essential' to continuing deficit reduction, it is essential
to our effort§ to restore America’s economic strength, and it is essential to the secuxity,’to
the well-being, of every American family.

The United States devotes the Highest proportion of GDP to health care of any
industrialized country -- 14 percent -- yet insures the smallest percentage of its citizens. If
current trends 'continue, by the end of the decade 14 percent will rise to 18 percent, yet some
38 million Ahxericans will still have no health coverage. And government, businesses, and
families, will continue to face rapidly ﬁsing costs, with no end in sight.

Yet, as health care has been dei)ated in the Congress and in the press, one of the
issues that has aroused controversy is whether to effectively control health care costs, a key
goal of the President’s Health Security Act.l

Without real cost control, health ‘oosts will continue to consume an ever-growing
share of household, business, and gévemment budgets, robbing national income that we néed
to save and invest now for a better future

Some argue that we should jus£ rely on the word .of those in the health care system

that they can be trusted to hold down costs But the health care dilemma téday is largely a



legacy of their failure to manage é systém that has become, as Robert Samuelson has written,
overbuilt, overused, and overpriced.

How can we not control costs? iHow can we not? The American people want real

“health care reform. But does anyone séﬁously think that they want the Congress to go
through this process and end up not coﬁtrolling costs? r’I‘he: reality is, the stakes in
constraining national health spending are huge -- for families, for businesses, and for
government. |

First, government. And for government, read the taxpayers, all of us. Lasi year,
Congress and the President reversed the trend of rising budget deficits by making some very
tough choices about spending and taxes Even so, the reality is that deficits will rise again in
thé latter part of this decade. Why? It’s not defense spending, and it’s not foreign aid, and,
if you leave out health, it’s not social ‘slpending.

If you consider all of the spending increases expected over the next five years, 90
percent come in three areas. Third is ;nterest on the debt. Second is Social Security, largely
because of a growing senior populanon although the Social Security trust fund continues to
run a substantial surplus. In first place, and easxly leadmg the pack is health costs, which |
make up more than 50 percent of anticipated spending increases -- a]most $476 billion over
the next five years. |

Controlling costs is abéolutely essential to maintaining the path of deficit reduction.

It is equally essential to the nation’s economy. Businesses face the same problem as

government -- skyrocketmg costs which take a greater share of proﬁts and payroll, whxch



force many to limit the insurance they provide their workers, and prevent all to many, as we
- know, from providing it at all. | -

Perhaps the best known is example is the automobile indusn'y.v Health costs for the
Big Three automobile manufacturers average,Well over $1,000 per car, placing them at a
© massive disadvantagé to Japanese‘carm'akers. Every product we manufacture, every service
we provide, contains a growing health care tax premium. And that is true regardless of the
size of the business. For small busineéses, wﬁich today are charged an average of 35 percent
more than large businessgs for the same insurance, health reform would mean reduced costs,
largely because they would not face this huge disad§antage. But whether large or small,
businesses desperately need oonstraintst on the cost of health care.

And finally, families live with the knowledge that rising health costs, combined with
the standard operating procedures of the insurance industry, place them one serious illness or
one job change away from losing theirf health insurance. Protecting families is at the core of
health care reform, and one of the fundamental ways in which we need to protect them is not
only to guarantee céverage but to conti‘ol skyrocketing costs.

" The President’s plan uses three approaches to control costs, setting first-year
premiums, éontrolling the growth of k;mg—term premiums, and capping the cost of Federal
subsidies.

Setting an accurate premium level in the first year is a critical step towards real cost
containment. Today, when uninsured individuals do not pay for their use of the health care
system, these ﬁncornpensated costs do;;mt simply vanish - they are shifted to everyone else

who has insurance. Doctors and hospitals set their fees -- and insurers set their premiums —



about 25% higher to cover these costs. That, of course, is one of the fundamental arguments
for universal coverage. |

Under the Health Security Act, all Americans would be covered; so there would be
virtually no uncompensated costs. But if we do not set an appropriate — and lower --
premium in the first year of health refc;rm, the health industry will reap a huge windfall
because they will, in effect, continue the current rﬁte structure, which enables them to

receive additional compensation for the uninsured. Through the year 2004, this windfall
would cost families an additional $150 billion, businesses an additional $450 billion, and the
Federal go§ernment another $450 billion. That is a $1.1 trillion windfall that comes straight
out of all of our pockets.

The costs of the system are high enough. The health industry should not be permitted
to collect feés and preniiums twice for;the same care. To pfe§ent thaf, setting an appropriate
first-year premium is es;ential. —

After the first year, thé President’s plan ties the long-term rate of growth in health
insurance premiums to a reasonable scale of increases. As waste is squeezed out of the
system, health care costs should eventually grow no more rapidly than the general rate of
inflation. By setting premium growth limits reflecting that likelihood, the President’s plan
will allow providers and insurers to négotiate among themselves within broadly-defined
budget constraints. These national limits - which allow for regional variations in health care
delivery and demographic shifts - decentralize budget decisions by putting responsibility for

staying within those limits where it bclbngs: with providers and insurers.



These limits ﬁake sense. We believe that by reforming the way the health care
market works - permitting providers to compete efficiently and giving consumers the
information they need to make prudent ;and cost-effective _choices — health care costs will be
driven down. But if competition does ﬁot hoid prenlium growth within reasonable targets,
then premium caps wﬂl be triggered.

: Thesé premium caps are much less invasive than direct Federal micro-management of
health care costs, such as Federal pricé controls for specific procedures. The Federal
government does not and should not have the central planning capability to set prices for the
tens of thousands of health transactions that take place every day. That is why the
Administration rejected such an approach in favor of broad limits on the growth in health
insurancevpremiums. The President’s plan leaves it to the health plans and care providers to
figure out the best way to live within those limits. They will continue to set rates for
specific procedures. |

Some argue that these limits become too severe too quickly. But the Congressional
Budget Office estimates that the limits on premium growth contained in the President’s plan
will reduce the nation’s health care bill by $150 billion per year by 2004. That leaves the
U.S. health industry with an income of $2.1 trillion in that year alone, about $1 trillion more
than their current revenues. Th¢ plan would reduce the average annual growth in national
health spending between 1996 and 2004 to 7.3% per year from the 8.4% projected under

current law -- an important achievement but one that will more than allow providers to

dispense quality care.
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Those who complain that limits Qn the growth of premiums "interfere with free
markets” ignore two facts.

First, every major industrial nation other than our own spends less than 10 percent of
its output on health care -- and most of those countries insure all of their citizens.

Second, what free markets? Nc; ecénomist would call th¢ health care marketplace a
free market. Health care is not like any other product. The consumer bears only a fraction
of costs, provideré have enormous influence over consumer decisions to purchase services,
and there is great willingness to pay whatever providers charge. In such a market, real
competitive pressures musﬁ be created z;nd then guaranteed with cost constraints.

Finally, an important element of the President’s plan is to assist small businesses and

“low-income families and individuals in Apaying their share of the cost of insurance. We will
budget what we thihk are sufficient funds to provide these gubsidies. But the President
rejected the notion of an open-ended eﬁtitlement program. Instead, to protect againsf the
possibility of runaway costs, the plan sets a cap on total subsidies, so that if costs are going
to rise beypnd that level, Congress anci the Administration must revisit the program and
determine how to fix the problem.

We are all too familiar with thé problem of explbding entitlement programs,
established without limits and coming back to haunt Congresses and Administrations. The
cap on aggregate subsidies is a backstop that we do not expect to use. But just as we are
asking the private sector to control its health costs, We are also requiring the Federal
government té be held to a measurablé:standard of cost containment, and we are protecting

the taxpayer as well as our commitment to deficit reduction.



Regardless of the heans, wé neéd to put an end to the fantasy that we can reform the
nation’s health system and provide oovérage to every American without containing health
costs. We cannot hope to have the full economic grox;,'th, the prosperity, and fhe security
that the American people deserve, and :we cannot hope to keep Federal budget deficits down
in the futuré, if we do not contain health costs. | | |

Indeed, what seems to get lost in the debate over specific cost-containment -
mechanisms is that we need to design a system that is inherently more'cost conscious thap
the one we have today. We can débate forever 'about which specific cost containment
mechanisms to use, but the fact is that:inost consumers, providers, and insurers do not now
have adequate incentives to spend our health care dollars wisely -- and that is one market
failure that héalth reform must correct.

The Health Security Act gives c;onsumers more information about the price and
quality of health care, and it gives them this information in a form they can use to compare
health plans -- which most people don’;t have today. This system will allow consumers to
make an apples-to-apples comparison, measuring the price and quality of plans that have fhe
same benefit package. :

And because the plan stresses responsibility by requiring consumers to pay a portion
of their premiums, they will have a financial stake in choosing the lowest cost plan that
meets their individual needs. And they will be given an annual opportunity to switch plans if
their plan does not live up to their ex;iéctations.

The plﬁn also strengthens comp:ztition in health care by requiring providers and

insurers to provide care to all who seek coverage, and to provide that care within a set
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premium. To be competitive in the ret;ormed health marketplace, providers will have to
consider the cost-effectiveness of the care they give. And insurers will need to take a more
active interest in» monitoring the cost and quality of the care they are asked to pay for. This
is how the Preéident’s plan uses the instruments of competition to squeeze excess costs out of
the system. |

These policies are the building blocks of incentive-based cost containm‘ent ina
reformed health care system. We propose additional specific mechanisms because we need
to build accountability into the system as well. |

Let me point out just how bizarre the debate over cost containment has become.
When Fhe Administration said that health care spending would rise to.19 percent of GDP by
2004 without reform, everyone agreed with us that 19 percent was too high and that it would
crowd out important investments in the economy. But when the Administration produced a
plan to reduce health’s share of GDP to 17 percent ;by‘ 2004, somé claimed we were iéading
the country down the road to rationing -- even though all of our industrial competitors spend
less than 10 percen: of their output on health today.

- If 10 percent is enough for éme::r industrialized nations to prbvide‘universal health
coverage, why should 17 percent and énother $1 trillion-plus in health industry revenués
mean rationing here? And if the uninsured are now receiving care -- even if it is expensive
care -- why should giving them health :coverage, much of which would prevent disease, drive
costs higher than they are today? The Administration should have to defend 17 percent. It

is opponents of cost containment who ﬁave some explaining to do.



The bottom line is this: If we enact health care reform that does not control costs -
whether through the mechanisms proposed by the Administratio_n' or by some other means -
this effort will have failed.

This is a debate that is taking place not only in the committee rooms and the
chambers of the Congress but in newspapers, in méeting halls, and over kitchen tables
throughout our country. For 16 years,‘ I served as a member of Congress. And for 16
years, the health care issue became a ljigger and bigger problem. It was ignored until it
became a crisis, as costs for families, i)usinesses, and government spiraled out of control, as
the number of uninsured Americans grew, and as more and more families came to fear the
loss of their insurance coverage.

We saw a lot of suggestions, a iot of ideas, a lot of concepts proposed. But until this
President, nobody presénted the kind of specific, comprehensive, responsible, detailed, paid-
for plan that the Congress has been considering.

As this great national debate has proceeded, we have been challenged on policy, as
we expected, and there has been a strenuous and far-reaching discussion of how best to
achieve the goal of comprehensive health care reform. The Administration does not pretend
to possess divine wi;dom on this issue: We have welcomed alternative proposals and views.

But as the legislative process moves forward, let’s make one thing clear. Let’s be
sure that as the various pl_ans are considered, they meet the»tests that we have sought to meet
-- universal coverage, choice, cost containment. And let’s try -- to the extent possible -- to

be sure that tﬁe debate proceeds on the;' substance, not the politics and not the personalities.

10



The Ameri'can people deserve that kind of debate because this is an issue that will directly |
affect cvéry one of them every déy of ﬂieir lives.

As you know, the Iégislative précess is well under way. House and Senate
Committees are hard at work on their ;'emions of health care reform. Cost containment is a
critical element of their deliberations. We all know that the legislaﬁve process is sometimes
not very pretty. We are in for a roller coaster ride with even steeper twists and turns than
last year with the enactment of the President’s economic plan.

In the end, I am convinced that Congress will pass a plan that guarantees coverage for
every American and that controls health costs. And that is absolutely essential to the future

of our economy and our country.

11
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MAINSTREAM COALITION PROPOSED AGREEMENT
PART ONE - COVERAGE ~

| INSURANCE COVERAGE

This section guarantees access to Quahﬁed Health Plans for all U.S. citizens and

- lawful residents not covered under other public programs such as Medicare,

Medicaid, CHAMPUS and DVA. ‘This section details the establishment of Health

~ Care Coverage Areas (HCCAs), institutes insurance market reforms, establishes

standardized benefits packages, creates Qualified Health Plans (QHP), establishes

: ehglblhty for low-income ass1stance vouchers and expands tax deductibility of
‘health insurance premiums. :

A. - Assurance of Universal Coverage :

1 A National Health Commission (as described in Section XIV.) must
report to Congress biennially on the status of health insurance |
coverage in the nation. The report must include, but is not lumted to,
the structure and performance measures of every market area,

- including the followmg : :

a. Demograph1cs of the uninsured, and fmdmgs on why those |
individuals are unmsured : '

. b. Structure of delivery system;
c Number, orgahiiatiohal form of health plans;' |
d. - 'Level of enrollment in health plans;
‘e.  State 1mp1ementat10n of respon31b111t1es mcludmg

estabhshment of coverage areas;

f.  Status of insurance reforms;
g Development of purchasing groups and other buyer reforms;
h. Success of market and other mecharusms of controlhng health -
. expendltures and premium costs in the market area and
: natlonally,



S T Status of transition of Medicaid toward managed care and

~integration into. AHPS

e Ad'equacy o‘f'subs’idie’s for low income individuals;

k.. Status of Medrcare beneficiaries,” tran51t10n mto Medlcare
managed care and QHPs, = -

1L Coverage progress among those who are employed mcludlng

- .status and level of voluntary employer contributions and |
participation rates in pools and among large employers;

‘m. i _Percentage of individuals who are enrolled in Qualified Health '
Plans, separated into categories of Medicare, Medicaid, employed
1nd1v1duals and 1nd1v1duals ehg1ble for low-income subsidies;

n.o Informal recommendations, specific to each market area, on
! “how the area might increase coverage among the residents and
v further moderate growth in. premlums, and

0. Evaluatlon of adequacy of beneﬁt packages

B. 'Coverage Trigger .

1.

Estabhshes a nat10na1 goal that 95% of all Amencans will have health
care coverage by 2002 o » :

‘ If thrs goal is not met, the Commlssmn must submit formal and
‘specific recommendations, to Congress by January 1, 2002 as draft

- 1eglslat10n The recommendations shall include methods to reach 95%
'coverage in market areas that have failed to meet that target. They

~imust address all relevant parties, mcludmg states, employers,

‘employees, unemployed and low income md1v1duals, pubhc program

) benef1c1ar1es, etc.

- vIn addltron to- any other recommendatlons it SubmltS, the Commission

‘must make separate recommendatlons on the following:

f
'

a. A schedule of assessments or contributions to ‘encourage
i .. employers who are not doing so to purchase coverage for the1r
. ‘employees, : - :

- 1b._, A method of encouragmg full coverage which does not reqmre

any assessments on or contrrbutlons from employers;




c.  Possible adjustments to the benefits package;

d. Possible adjustments to subsidies; and,

e. Possible adjustments to tax treatrnent of benefits.

Congressional Consideration of the National Health Care Commission
Report. This proposed process is bemg reviewed by the Senate and
House Parhamentanans

A. Rules for the Senate

1L

The Ma]onty Leader must introduce the Report as a bill
on the first day of session following the submissiori of the
Report and legislative language. If the Majority Leader
has not'introduced the bill within five days of session, any
Senator ‘may do s0.

The blll will be referted to the approprlate Senate -
Committee.

If the Committee fails to report the legislation by July 1,
2002 (or if the Senate is not in session on this date, by the
first day of session after this date), it shall be automatically
discharged from further consideration of the bill; and the
bill shall be placed on the appropriate Senate calendar

Within 5 session days after the bill is placed on the
calendar, the Majority Leader, at a time to be determined
by the Majority Leader in consultation with the Minority

' Leader, shall proceed to the consideration of the bill.

If on the sixth day of session, the Senate has not proceeded
to consideration of the bill, then the presiding officer must
automatlcally put the bill before.the Senate for
con51derat10n

30 Hours of consideration

- a.. :TWO hours for first degree relevant amendments
b. One hour for each relevant second degree
' amendment :

¢. 30 minutes on each debatable motion, appeal, or

point of order submitted by the presiding officer to



L.

the Senate and no motlon to recommlt shall be in
order -

»There’shallt be five hours of consideration of motions and
‘amendment appropriate to resolve the differences

between the Houses, at.any partlcular stage of the .
proceedmgs ,

’Rules for-the House of Representatlves

The Ma]onty Leader must introduce the Report as a b111 ‘
on the first day of session following the submission of the

- Report-andlegislative language. If the Majority Leader

has-not introduced the bill- w1th1n five days of sessmn, any ‘
Member may do 50.

| The bill will be referred to the approprlate House ‘

Committee or Comm1ttees .

3 If the c:omrmttee or commlttees fails to report the ,
. legislation by July 1, 2002 (or if the House is not in session
- on this date, by the first day of session after this date), they

shall be automatically discharged from further
cons1derat10n of the bill.

On the sixth legislative day (the day on which the House
is in session) after the date on which the bill has been -
placed on the appropriate calendar, it shall be privileged.
for any Member to move that the House resolve itself into

" the Committee of the Whole House on the State .of the
Union, for the consideration of the bill, and the first

reading of the blll shall be dispensed with.

After general debate which shall be confined to the bill

- “and which shall not exceed four hours, to be equally

divided and controlled by the Chairman and Ranking -
Minority Member of the Committee or Committees to
which the bill had been referred, the bill shall be

- considered as read for amendment under the flve-mlnute

rule. The total time for considering all amendments shall

- be limited to 26 hours of which the total time for debating
" each amendment. under the ﬁve mmute rule shall not

exceed one hour.

At the conclus1on of the consideration of the bill for
" améndment; the Committee shall rise and report the bill




o - to the House with such amendments as may have been
L ' adopted, and the previous question shall be considered as
' - ordered: on the bill and the amendments thereto to final
passage without intervening. motion except one motron to
recommlt : ~

Health Care Coverage Area

“ The major ‘vehicle for reorganizing the health care marketplace would be the
establishment of geographic areas called Health Care Coverage Areas
(HCCAs). Employees of employers with fewer than 100 employees and -

o individuals residing or working in the HCCA would be pooled together and

- would be eligible for insurance at an age-ad]usted community rate. HCCAs

are established by each state and a minimum number of 250,000 lives must be

included in the HCCA rating pool. States may enter into cooperative

agreements to establish interstate HCCAs. States may decrease the number of
covered lives 1nc1uded in a ratmg pool.

Within each HCCA consumers w1ll have several different options available
to purchase health insurance. Employers and individuals may purchase '
- coverage directly from an insurer or agent, they may enroll at designated

state enrollment sites or they may chose to join a purchasing cooperative.
Accountable Health Plans may charge different administrative (or

enrollment) fees dependmg upon how the plan is purchased If a Point of
Service (POS) Option plan is not available in the HCCA in which an
individual lives or works, the md1v1dual may purchase such a plan in an
ad]acent HCCA.

Insurance Market Reforms

*  The Secretary of HHS shall w1th1n six months of enactment and in
‘consultation with private expert entities such as the National Association of
Insurance Commissioners (NAIC), develop federal standards with which
Qualified Health Plans must comply in order to be deductible by an employer
~ or an individual. While these federal standards will be established by the

- Secretary of Health and Human Services, the enforcement will be by the state
or the Department of Labor dependmg on the nature of the Qualified Health -
Plan. All Quahﬁed Health Plans must:

1. Guarantee issue to all quahflecl apphcants

2. Guarantee avallablhty throughout the entire area in which it is offered.
3. Guarantee reneWal to all qualified enrollees, except in instances of non---



4

5

[N
i

i payment of premiums or fraud or misrepresentation.

f VNot deny; limit, or condition coverage based on health status, claims

i experience, or medical history during the annual open enrollment
penod The bill includes a first-time enrollment amnesty extended for -
- a certain period after the date of enactment. Individuals are -
encouraged to maintain continuous coverage. Continuous coverage )

+ means that the period between the date of enrollment in a health plan
and the last date of coverage may be no longer than three months. If

" an individual has not maintained continuous coverage or is enrollmg '

“in a plan for the first time after the initial open enrollment period,
coverage may be subject to a pre-existing condition limitation of no
. more than six months. Pregnancy and pre~natal care are exempted
from this hmltatlon

..,i , ,

- Comply with all ratmg requlrements, including age and famlly size

. adjustments, within the ‘coverage area. ( Special rules will be

« established to apply to Bmployer Sponsored Heatlh Plans .and

Quallfled Assoc1atlon Plans). ‘ ‘

5/Comply with enrollment process.‘ ‘

Comply with financial solvency requlrements premium and collection, '
. criteria. (Special solvency rules are estabhshed for certain types of plans
for large employers)

R
N

E . Beneflt Packages

1.

W1th1n six months of enactment the Comzmssmn (descnbed in

Section XIV.) shall develop and submit to the Congress clarification of

‘the initial standard and basic beneflts packages These packages ‘must

adhere to the followmg ~

ffa. | The actuarial value of the Standard Benefit Package can not

L exceed the actuarial value of the Blue Cross/Blue Shield

/ Standard Option under the Federal Employees Health Beneflts
program.

b. The Basic Benefit Package must contain hlgher cost sharmg
: - and/or fewer eategones of 'benefits.

¢ Both benefit packages must include a full range of medlcally
: , approprlate treatments and. preventlve serv1ces




Categories:

-The following categories of benefits are to be mcluded in the beneflts
package: o
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.
Prescription drugs and biologicals. '
- Hospice Care. *
Home health care.
Outpatient laboratory, radlology and diagnostic.
Outpatient rehabilitation services. A
Vision care, hearing alds and dental care for individuals under
22 years of age.
.~ Patient care costs associated with mvestlgatlonal treatments that
are part of approved clinical trial.

Do

TS T o o

Priorities: .

Within the constramts of the actuarial limits set in this act, Congress
directs the Commlssmn to adhere to the following priorities:

a. Parity for mental health and substance abuse services, whlch
shall consist of a broad array of mental health and rehabilitation -
services managed to ensure access to medically necessary, and
psychologically necessary treatment and to encourage the use of

“outpatient treatments to the greatest extent feasible.

b. Consideration for needs of chlldren and vulnerable populatlons
mcludmg rural and underserved persons :

C. VAImproving the,health of Americans through prevention.
Medlcally Necessary or Approprlate

A Qualified Health Plan shall prov1de for coverage of the categones of
benefits described in this section for treatment and diagnostic
procedures that are rnedlcally necessary or appropriate.
1 . . -
- An item or service is “medically necessary or approprlate 1f, consistent
with prevalhng medical standards, it is; : ' '



' a. FOr.treatment of a medical condition.

"b. Safe and effectlve (i.e., there is sufficient ev1dence to :
.+ demonstrate that the item can reasonably be expected to produce
. the'intended health outcome or provide the 1ntended

~* information).

e o Medlcally appropnate for a spec1f1c patlent (ie., it can reasonably
" be expected to provide a clinically. meaningful benefit if
- furnished in a setting commensurate with the patient’s needs).

i Cntena for determmanon of medlcally necessary or appropnate are set
! forth. QHPs shall make all coverage decisions under these criteria.

‘ The Commission can, in limited clrcumstances issue interim coverage
‘1 recommendahons : :

Cost Sharlng

T.he Commlsswn shall also develop multiple cost shanng schedules

© which vary by delivery system organization. . In making these :

" determinations, the Commission will consult with expert groups for
i appropnate schedules for covered services. This clarification is subject .
to approval by Congress under expedlted procedures

‘ Limltatlons

The Commlssmn is prohibited from specifying prov1der types or
spec1f1c procedures in the beneflt packages

Addmonal Commlssmn dutles related to deflmng the ba51c and
standard beneflts packages ‘

La. Develop interim coverage dec151ons in limited c1rcumstances
ib. : Desxgn the basrc and standard benefits packages to. prevent

5 ' adverse risk selectlon when combined with the risk ad]ustments
!’ called for in the bill. : :

Yoot ]May not specrfy prov1der types when clarn‘ymg covered benef1ts ‘
d - May hot speclfy partlcular procedures or treatments or classes

o thereof
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Consideration of Commission Recommendations

The Commission will have the authority to prOpoSe m‘odiifications. to
the benefits package (within the actuarial value ceiling described above)
that would not go into effect unless approved by Congress under base-

~ closing procedures. The Commission is responsible for any updates to

the benefits packages after the first year and these updates are also -
subject to Congressional approval under expedited procedures.

I.  Qualified Health Plans - |

A. Accountable Health Plans (AHPs)

1

Defn'utlon a health plan that may be operated as a var1ety of dehvery

systems such as indemnity plans, preferred provider organizations,
health maintenance organizations, or other delivery systems. An AHP

~is a health plan that is certified by the state as meeting insurance
-market reform standards, health plan standards, quality, reportmg

standards, and other standards

Standards

" The National Health Care Commission (descrlbed in Section XIV.) will

estabhsh standards for AHPs. In addition, AHPs

a. Must meet insurance reforms descnbed in (I C)

‘b May not’ engage in marketmg or other prachces intended to -

.. discourage and/or limit the issuance to eligible individuals on
the basis of health condition, mdustry, geographlc area or other
rlsk factors. :

‘¢. . Must make a health plan available throughout the entire HCCA

area in which it is offered

d. -~ Must demonstrate its abllity to make available and accessible to

-each potential enrolle in the area the full range of benefits
required under the standard and basic benefit packages, when
medically necessary and promptly. .

e.  Must prov1de for the apphcatlon of coverage standards (for
benefits) which are consistent with the coverage standards 1ssued ‘
by the Comrmssxon and dlsclosed to plan enrollees. ‘



Must not accept enrollment of an 1nd1v1dual who is currently
enrolled in another AHP

. Must make available to n‘onparficipating providers the criteria
‘used in selecting those prov1ders that are perrmtted to participate

in the plan
Must comply w1th federal mformatmn requlrements

Must offer the standard and basic benefit packages, but may also
offer benefits in addition to these packages, if such additional
benefits are offered and priced separately from the standard and
basic beneflt packages.

-

Must comply w1th a system of bmdmg arbltratlon for coverage

~ disputes.

B. Employer—Sponsored (nsk—beanng) Plans

~1.'

La.

' Definition: a group health plan that may be operated as a network plan
“ or an indemnity plan for which the employer retains all or a portion of
" the insurance r1sl< commonly referred to as self-insured. ‘ :

‘Standards

_ Employer sponsored plans must meet all the standards for AHPs
~ and insurance market reforms, except they.are not required to

take all apphcants and the population served and area covered

_15 defmed by such'an employer s employee. populatmn

F1nanc1a1 solvency, reserve, and guarantee fund standards will

" be established by the Secretary of the Department of Labor (DoL)

consistent with the apphcable rules under Part 4 of Title I of
ERISA. :

The Secretary of DoL may take corrective actions to terminate or
disqualify an employer-sponsored plan that does not meet the
above standards

The Secretary of DoL is appomted as trustee for msolvent
employer-sponsored health plans
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Qualified Association Plans (QAPs)

1.

.

Definition: Association health plans that have been in existence for

three years prior to the date of enactment.

Standards:

a.

Must meet ail standards for AHPs with the fbllowing exceptions:

1. Spec:lal solvency requlrements will be established by DoL
‘ for QAPs.
ii. . Must only take any member in their desugnated
assoc1at10n :

Requireménts for Sponsoring Entity '(Association) '

a.

Must be orgamfzed and maintained in good faith: |

Must have appropriate by-laws 'that specifically state the purpose,
as a trade association, industry association, professional

- association, chamber of commerce, religious organization, or

pubhc entity association.

- Must have been established and maintained for substantial

purposes other than to pr0v1de the health care required under |

this sectlon

. Must be, and have been, in operation (together with its -

immediate predecessor, if any) for a continuous penod of not
less than 3 years. :

Must receive the active support of its membership. -

Treatrnent of Multipie Employer Welfare Arrangements (MEWAs)

a.

In general, npon enactment, a MEWA will meet the standards to
become exther aQAPora certlfled purchasmg group |

Any MEWA that has been in effect for not less than 18 months A
upon enactment and with respect to which there is application

‘with the domicile state for certification as a QAP, shall be treated
- for purposes of this subtitle as a Qualified Health Plan (if such
~ plan otherW1se meets the requlrements of this Act);

11



i However, MEWAs will not be able to continue to operate if the
. domicile state can demonstrate that --

‘ i.  the sponsor has made fraudulent or materlal
S mlsrepresentatlon(s) in the apphcatlon

: Sl " the plan that is the subject of the apphcahon, on its face,
b - - fails to meet the requirements for a complete application;
or - ' | | .

iii.  a financial 1mpan'ment exists with respect to the applicant
that is sufficient to demonstrate the apphcants mab1hty to
continue its operations. '

5. Treatment of Rural Electric Cooperatives (RECs) and Rural Telephone
Coeperatlve Assoc1at1ons (RTCs) '

RECS and RTCs can contmue to exist if they meet the same standards as |

_ QAPs or 1f they are certified by the state as a purchasing group. ‘

Multl-Emponer (Taft-Hartley) Plans

Tafthartley plans must meet the same reqmrements as large employers. (See_
Sectlon III B. below)

\'Publif(:: Programs

i , R . . . S e
Existihg public programs like Medicare, Medicaid, Department of Defense
‘health programs, Department of Veterans Affairs health programs and Indian
'Health Service programs are considered to be Quahfled Health Plans for the
purposes of this section. :

Pr‘e-empuon of Certam State Laws regulating Insurance Plans

The fqllowihg state laws relating to,health plans are preempted ‘fo.r, any QHP:

1. “State laws that restrict p‘lans from:
va. llmltmg the number and type of prov1ders who part1c1pate ina
it plany
! : . ' ;
b requlrmg enrollees to obtam health services from part1c1pat1ng
- - providers; - :

b R




requiring enrollees to obtain referral for tréatment by a specialist

~or health institution;

establishing differeht paymént rates' ,‘for participating providers;

creatmg mcennves to encourage the use of part1c1pat1ng
providers; ,

2. State'cc‘)rporate pfactii:‘e o_f mediéine laws;
3. "Stéte_ mandated benefit laws. .

G. AdVance Directives
1. nght to Self-Determmatlon

a.

Each Quahﬁed Health Plan must not1fy enrollees of their rlghts

to self-determination in health care decision-making and of the .

plan's policy regarding advance directives. Plans must

maintain procedures to require that the existence and content of
an advance directive is recorded in the patient's chart (written or_
electronic) and provide for a mechanism to notify all appropnate
health care prov1ders of the information. :

‘ Plans must provide f0r4 educational activities for patients and

providers and must have a functioning process to provide for A
communication between the patient and the appropriate health

- care provider regarding all aspects of the patient’s care, including

obtaining informed consent, patient prognosis and treatment
decisions, and the formulation of advance directives.
Discussions of prognosis and treatment alternatives should
occur at the time of diagnosis, prior to treatment and whenever
there is a significant change of status which affects diagnosis,
prognosis and treatment. ’ :

In order to receive Medicare or Medicaid reimbursement for

particular procedure codes to be determined by the Secretary of
- HHS, claims forms (written or electronic) must include the

phys1c1an s certification indicating that the patient discussed

‘with the physician the diagnosis, prognosis and treatment-

options and that the patient’s questions were answered.

13



2. ‘ f.: Decisi()ns by Surrogates,l

, " In the event that a state does not have a law on surrogate decision-
' i? maker for health care decxsmns, a federal health care surrogate standard
: shall apply This standard is: :

L Large and Small Employer ResponSIblllhes and Purchasmg Groups

i
.\f

'f; a.

A. Small Employer Purchasers »

A surrogate may make a health—care decision for a patient who is

an adult or emanc1pated minor if the patient has been

determined by the primary physician to lack capacity and no
agent or guardian has been appointed or the agent or guardian is

not reasonably avaﬂable

-An-adult or emancipated minor may designate any. individual to
act as surrogate by personally informing the supervising health-

- care provider or specifying it in a health care power of attorney.
In the absence of a designation, or if the designee is not

reasonably available, any member of the followmg classes of the
patient’s family who is reasonably available, in descendmg order

‘of pr10r1ty may act as surrogate

1. .' the spouse, unless legally separated

i an adult Chlld

iii. = a parent; or

iv. . an‘adult brother or sister‘. ,

If none e of these md1v1duals are reasonably avallable an adult

* who has exhibited special care and concern for the patient, who
- is familiar with the patient’s personal values, and who is |
' reasonably available may act as surrogate

A surrogate shall commumcate his or her assumption of
authority as promptly as practicable to the specified members of
the patient’s family who can be readily contacted

1. Defmltlon employers w1th 100 or fewer full-tlme employees

2. L; Respons;b111t1es»: ; | ‘

14



http:designee.is

Large Employer Purchasers:
1.

2.

May not be the sponsor of alrisk-beairing plan, but if a member of

an eligible Association may join a QAP.

Must provide all employees (including part-time and seasonal)
with information regardmg all AHPs offered in the HCCA in
which. the employer is located.

-If an employee resides in another HCCA, the employer must

provide information regarding how to obtain mformatlon '

‘ regardmg AHPs available in that HCCA.

Small employers must make available to thelr employees a..

. choice of at least three Qualified Health Plans either by joining a
- purchasing group or through mdependent brokers or insurance
agents.

Small employers who contribute toward coverage must pay to

any Qualified Health Plan selected by the employee an amount
equal to the contribution they would make on the employee's
behalf to the health plan selected by the employer. ‘

Payroll Deduction. If an employee requests, employer must
arrange for payroll deduction to pay the premium amount due,
less any employer contribution, to the plan or purchasing group

. of the employee's choice. However, if the employee selects a
. plan other than those offered by the employer, the

administrative cost of making such a payroll deductlon may be
charged to the’ employee :

H

Definition: - employers with more than 100 full-time employees.

a.

- Responsibilities:

. All large employers must offer their employees a choice of at.

least three QHPs, one of which must be a point-of-service option
and one of which must offer a basic benefits package. A large
employer may comply with this subsection by offering QHPs
provided by a single entity. Large employers may also meet this

obligation, in part, by making available to their employees the
‘ ch01ce of a Quahfled Association Plan (see below).

Large employers are 1ne11g1b1e to join the small employer and
individual purchasing groups or to purchase insurance at the

15



commumty rate elther through a broker, mdependent agent, -
purchasmg cooperatlve or pubhc enrollment office.

Employees of large employers are also mel1g1ble to purchase
insurance at the community rate either through a broker,
independent agent, purchasing cooperahve, or pubhc
enrollment offlce

All large employer purchasers are regulated by the DoL and

'remaln subject to ERISA.

If an employer contnbutes to its employee's health coverage, it

‘must provide coverage as of the first day of the month in which |

an employee becomes eligible. Once terminated, céverage -

' contmues through the end of the month of termination.:

COBRA. An individual whose employment has been
terminated by a large employer must elect within 30 days of the
termination to either remain in the plan provided by the
employer for a period not to exceed 12 months, or until the

' individual is reemployed, whichever is less.

Selection of Plan by Majority of employees. Each employer shall
make selection of health plans on an annual basis. Employers,

- who are not contributing to coverage, shall comply with a

selection made by more than 50% of employees.

Indnndual and Small Employer Purchasmg Groups -

-1.'

e

These purchasmg groups shall be chartered under state law.:

Membershlp in- these purchasmg groups will be voluntary and llmlted

ito employers and employees of businesses with 100 or fewer

- employees, and to all other non-Medicaid U.S. citizens or legal
resrdents not employed by a Iarge employer who live in the HCCA

area

Nothing in the Act shall be construed to require any individual or
small employer to purchase exclusively-through a purchasing group-

Nothmg in the Act requires the establishment of a purchasmg group
‘nor prohlblts the estabhshment of a purchasmg group in an area.

Nothmg in the Act shall be construed from preventmg a purchasmg

HE
5

o
5

- “group from being the purchasing group for more than one HCCA.
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6. . Nothing shall be construed to pkrevent a state from eslablishin‘gpor
designating more than one purchasing group in a HCCA.

7. Purchasing groups are permitted to contract selectively with Qualified
Health Plans. Purchasing groups are. permltted to negotiate a price
lower than the community rate, if so, that price becomes the plan's
new community rate. Nothing in this act shall be construed to prevent

* a purchasing group from negotiating prices on administrative fees or
items outside the basic and standard benefits packages Wthl‘l may be:
umque to the purchasmg group. .

Allowmg Access to-Federal- Employee Health Benefit Program ‘
Any plan under the Federal Employee Health Beneflt plan offered to federal

employees in'a HCCA must be available for purchase by individual and small
group purchasers in that area. Non-federal employee purchasers shall pay a

. premium amount based on the local community rate for that plan, and shall .

not be a part of the FEHB insurance pool. Plans offered nationally through

.FEHB shall not be required to be open to non-federal employee enrollment.

IV.  Nondiscrimination provisions thait apply ‘to all employ’ers:u '

A

General Rules

Employers that contribute to the purchase of any employee’s health care
coverage may not discriminate against any employee based on the employee’s -
income. Employers that contribute to the purchase of any full-time ' :
employee’s health care coverage must make an equal dollar contribution to |
all full-time employees choosing to purchase health care coverage offered by -
such employer. In addition, employers that contribute to the purchase of any
part-time employee’s health care coverage must make a proratated equal
dollar contribution to all part-time employees choosing to purchase health
care coverage offered by such employer

1. A large employer that otherw1se contributes shall not be requlred to
offer an equal dollar contribution to an employee or “cash out” an
employee that does not choose to purchase health care coverage offered
by such employer :

2. For purposes of part-time employees, a dollar contribution will

constitute an equal dollar contribution if the employer makes a dollar
contribution proportionate to the number of hours worked by the part-

~ time employee

17



. ‘, vSpemal Rule for Small Employers =

l, ;i To the extent a small employer contributes to an employee s health
. care coverage, the employer cannot discriminate against an employee

. that chooses to purchase health care coverage from other than such
i small employer :

‘2. 'Inno event shall a small employer be requ1red to “cash out” an :
' -employee who does not choose to purchase health care coverage
. through the employer. For example, if a small employer makes a
" .. contribution on behalf of a full-time employee that chooses a plan the
- employer offers, it must also make a contribution to a fullztime -
© employee that chooses a, Quahﬁed Health Plan not offered by the
H employer : , ,

3. ! Small employers may charge a reasonable fee to cover their

' administrative costs associated with withholding and remitting. ,

employee health insurance premiums of employees not optmg for the
health care coverage offered by the small employer

Penalties

| To the extent an employer does not comply with these nondiscrimination

~ rules; a penalty will be assessed for the period of time the employer is in

: noncomphance Such penalty will be equal to $100 for each day, or part °
thereof, of such perlod (See Sectlon 4980B of the lntemal Revenue Code for
analogous rules) ‘ ‘

Defiriitiorts

N 1.\ i A full-time employee is defmed as an 1nd1v1dual who is employed for
an average of 30 or more hours per week

20 A part-nme employee is defined as an- mcl1v1dual Who is employed for

i an average of at least 10 hours per week, but less than 30 hours per
. week. ~ _ - »
3. 1 An individual does not ‘qoallfy as a full-time or part-ttme employee -

: until the individual has been employed for six months (i.e., seasonal
employees are not treated as part-ume employees) '
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E.

Exemption for Collectively Bargained Plans N

Singfe-ernployér and multi-employer bona fide collectively bargained plans
are exempt from these nondiscrimination rules.

V. = Assistance to Individuals and Families for the General Purchase of Insurance

A.

Eligibility:

i

Individuals and/or families not otherwise eligible for Medicare or Medicaid,
whose income is less than 240% of the federal poverty level will be eligible for
a voucher-for. the purchase of a Qualified Health Plan

Amount of Vodch‘er_

1. For individuals and families with incomes less than 100%.of poverty
- the voucher will be equal to 100% of the average premium of the
. lowest 2/3 of Qualified Health Plans offered in the HCCA in Wthh
they re51de or work

2. For 1nd1v1duals and fam1hes with income above 100% of the federal
| poverty level, the Voucher amount will be decreased on a sliding scale -
basis to 240% of the federal poverty level. . |

Phase-in Schedule for Vouchers

Vouchers will be phésed-in'at the beginning of each year under the
following schedule: -

Calendar Year ~ Percentage of Pov.érty .
1997 - 90%

1998 . . b 120%

1999 . o v 150%

2000 - . - 180%

2001 - S 240%

Administration of Vouchers
1. The Secretary of HHS will establish a mechanism for

determining eligibility for vouchers, for distributing application

19



VI.

VIL

forms, and to the e)rtent:practicable, for allOwing enrollment in a
Qualified Health Plan at'the time of application for subsidy.

2. The Secretary may prov1de for admmlstranon of Vouchers through an

; appropnate State agency

Assistance to Individuals and Families ~ Expanded Tax Deductlbrhty
(Descnbed m Section XIII ,B.)

Expanding ! Access for Underserved PopulationS‘

Commumty-Based anary Care Grant Program' | o '_ L

1. Three grant programs would be established to promote community
health plans and practrce networks.

a.  The HHS Secretary will establish a program to administer grants.
0 to the states for the purpose of creating or enhancing '
. community-based primary care entities that provide services to

low-income or medically underserved populations. This
- - provision is designed to complement the existing federal
. Community and Migrant Health Center programs by making
~ ' flexible funding available to local public health departments, .
rural hospitals, and other public- and private commumty care
ent1tles : -

'b. The Secretary of HHS may make grants to and enter into

: contracts with consortia of public and private healthscare

\ providers for the development of qualified community health

¢ plans and practice networks.” The Secretary will give preference
! ~ to plans-and networks with three or more categories of providers
- suchas EACH/ RPCHS MAFs and other rural hospltals migrant
g ~ health centers, community health centers, homeless health
services providers, public housing providers, family -planning

‘ clinics, Indian health programs, maternal and. child health

L - providers, federally qualified health centers and rural health
clinics, state and local health department programs and health
professionals and institutions providing services in one or more
« ~ Health Professional Shortage Areas (HPSAS) or to medlcally

i underserved populahons

‘c.  Loans and loan guarantees for capital costs would be authorized

for the development of quahﬁed commumty health plans or
practlce networks."
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vEnhanced Assmtance for Federally Quahﬁed Health Centers

1. Expanded resources will be prov1ded for the Federally Quahfled Health
' Centers; o

2. This pmvision is intended to cOmplement the state-based community
~ primary care grant program described -above. Both prcv1s1ons are
aimed at addressing the shrinking availability of primary health care
services in the country s rural and 1nner-c1ty commumtles

Tax Incentives for Practlce in Rural Frontler, and Urban Underserved Areas
(As descnbed in Sectlon XIIIL., D.)

: DetreloPment of Networks of Care in Rural and Frontier Areas

- L The HHS Secretary is authorized to waive certain Medicare and
Medicaid requirements for demonstration projects to operate rural - -
health networks. Public and private entities may apply for such
waivers. The Secretary may award grants to assist orgam.zatlons in
rural networks planmng : '

2. The Secretary will conduct a study on the benefits of developing a
supplemental benefit package and making available premiums that
will improve access to health services in rural areas. -

Grant Program for Low Interest loans for Capltal Improvement in Rural and

vUnderserved Areas

Loans and loan guarantees for capital costs woulcl be authorized for the
development of quahﬁed community health plans or practlce networks.

Offlce of the A531stant Secretary for Rural Health
" Under this provision, the posnwn of Dlrector of the Offlce of Rural Health
would be elevated to the position of the Assistant Secretary for Rural Health.

The mission of the office would be expanded to include adv1s1ng on how
health care reform could impact rural areas. :
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Rural and Frontler Emergency Care

A rural emergency medlcal services program is estabhshed to improve'
. emergency medical services (EMS) operatmg in rural and frontler
commumtles This program wrll S

- 1. Offer a matchmg grant program for i 1mprov1ng state EMS services.
' These grants will encourage better. training for health professionals and

" provide necessary technical assistance to public and private entities
~ which provide emergency med1ca1 services;

2. Prov1de federal grants to states for telecommunications demonstration
' pro]ects linking rural and urban health- care facilities; '

A"

-3 Estabhsh an Ofﬁce of Emergency Medical Services to provrde techmcal

3551stance to state EMS programs, :

4. Federal grant support will also be prov1ded to the states for the
; development of air transport systems to enhance.access to emergency
medlcal services.

Mediéare Dependent Hospitals

- 1 Mod1fy Payments to Med1care Dependent Hospltals in the followmg
' _manner: : .

a. base payments on a 36 month period begmrung w1th the first day
- of the cost reportmg period that begms on or after. Apnl 1, 1990

b

b, conform target amounts to extension of addmonal payments, . |
‘ c . clanfy of updates, and
“d. would extend Medlcaredependent hosp1tal class1f1cat10n

through 1998.

: 2 : Would estabhsh a demonstranon project regarding payrnent to larger ‘
nMedlcare dependent hospltals ,

EACH/RPCH Program Improvements and Exterision to all States
-1 Expands the EACI—I/ RPCh program to all states.

2 ;Rural community hosprtals meetmg e1_1g1b111ty criteria may ~oualify as
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Rural Emergency Access Cemmumty Hospitals (REACHS)

Current special rennbursement to small rural Medlcare--dependent
“hospitals enacted in Ommbus Budget Reconc1i1at10n Act of 1989 is
extended. . : ~

Modify provisions that relate to hospltal mpahent serv1ces ina Rural
anary Care Hospl.tal SO that . :

| a. a RPCH cannot have more than 6 beds,

b. the RPCH cannot perform surgery or any service requlrmg ,
general anesthesia (unless the l‘lSk of transferrmg the patient
outweigh the beneflts)

¢ the Secretary can’ termmate the RPCH de51gnat10n 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 mcluded in the calculatlons, '

d the GAO must submlt a report deterrnmmg if the rev1sed RPCH
criteria have résulted in RPCHs providing patient care beyond
their abilities or have limited RPCHs' ablhtles to: prov1de needed

I services.

~ Des1gnates EACH hosp1tals so that:

a. urban hospltals can be de51gnated as EACHs and do not need to
meet the 35 mile criteria, but do have to meet all the remaining
criteria. Urban EACHs would still be sub]ect to the Med1care

, Protectlve Payment System, and, : .

b. hospitals located in ad]ommg states and otherwxse ehglble as
“EACHSs and RPCHs can participate in a state's rural health -
network and these hospltals or fac1ht1es are permltted to Teceive
grants. » ‘ :

Permit RPCHs to. mamtam swmg beds ina Skﬂled Nursmg Facﬂlty
except that the number of swing beds may not exceed the total number,
of swing beds established at the time the facility applied for its RPCH
designation. Beds in-a dlstmct—part SNF do not count towards the total
number of swing beds. '

Extend-the deadline fer the development of prospectlve payment

system for mpatlent RPCH services to ]anuary 1, 1996
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o 8. , Clanfy that physrcmn staffmg cntena only apply to doctors of medlcme
R and osteopathy i A r ,

- 9. Adopt technlcal amendments relatmg to Part A deductlble coinsurance
+ and. spell of lllness }

10. I ‘The Department of ]ustlce and Federal Trade Commrssmn would be
: ;ﬁ instructed to. issue formal gurdehnes for EACH / RPCHS
11. The Secretary would be permltted to de51gnate an unlimited number of
RPCHS in non-EACH states. The RPCHs must establish relationships.
wrth a full-service rural hospital that meet the same criteria as EACHs
w1th the exceptlon of the Criteria that the EACH have 75 beds
120 , HHS would be reqmred to conduct a p1lot program that would allow -
B RPCHs to-admit patients on a limited DRG ba51s instead of usmg the
o I 72-hour average length of stay cr1ter1a o
. . 1| . : :
13, Codlfy the MAF requrrements into Medrcare allowmg Medicare to L
. | reimburse on a cost ba51s those facilities which meet the MAF
reqmrements ‘ , '

14. A. ; Develop a grant program for states that operate MAFS The grant -
L program would be modeled after the EACH/ RPCH program :
. '} ; ‘ .

;.Extends the Rural Health Transmon Grant Program

o Extends the program through FY 1998 wrth authorrzed appropr1at10ns of $3O B
‘ »"every '12 months. As of October 1, 1994 RPCHs are ehglble for rural health
) transrtron grants : “ _

" 'Increases reimbtlrsement to PAs and NPs underM'edicare

o %E T ‘ :
1 .Certlﬁed Nurse Practmoners and Physmlans Assrstants would be -
 I'reimbursed at 85% of the RBRVS rate for services performed in all

T outpatlent settmgs \j IR

S20 Under Med1care, certtfred Nurse Practltloners would be rermbursed at
65% of the RBRVS rate for assrstmg at surgery in urban areas. '

3. States would be requlred to dzrectly reimburse all certified Nurse .
‘ Practltroners ina rural area: under Medrcatd This expands the current

3
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requlrement that all states dlrectly reunburse pediatric and family
. Nurse Practitioners, which gives states: the 0pt1on of directly
relmbursmg other types of NPs.

Telemedicine and Related Telecommunications 'fechnology

1.

1

L

Coordinates various federal grant programs which fund telemedicine
and related -telecommunications demonstrations and. grant programs.

This provision establishes a federal interagency task force, coordinated
and chaired by the Department of Health and Human Services, would

‘be established: to oversee telemedicine and other telecommumcatlons

dernonstratlon prO)ects already underway

A grant program would be estabhshed to fund telemedlcme and- related

telecommunications technology in rural areas. The program would be

~administered through the Assistant Secretary for Rural Health.

Applicants for the grant would be rural health care providers such as
rural referral centers, rural health clinics, community health centers,
migrant health centets, area health and education centers, local health
departments and pu‘bli¢ hospitals. »

| Natlonal Health Serv1ce Carps

Fully funds the Natronal Health Servrce Corps program and requlre

that at least 20% of those in the Scholarship and Loan Repayment :

Program be nurses, and physmlans assistants

" Reauthorize the Cornmumty Scholarship Program In addmon, the

criteria for selecting students should be modified and a 15%
administration fee for those agencies administering the scholarshlps

~ should be estabhshed

' ~’Invdian Health Reform Amendments

Indian Health Serwce remams as a provider of health care for the

~Ind1an population.

'Reaffirms current federal policy of. guaranleeing that Indian Tribes .
- should be eligible to apply for all appropriated funds and grants ¢reated

under health reform legislation, at levels not less than any other
qualified entities. This prov1s1on is sunply a reafflrmatlon of current
Federal policy.-
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Requlres the A551stant Secretary for Indlan Health to estabhsh a new
formula for the distribution to tribes of all new funds that become
available for health care initiatives and programs under health reform.
This formula would consider differences in local resources, status of '

. health, socioeconomic status of Tribal people, and ’

facilities/ equlpment/ staff that are available.

Retains Indlan e11g1b111ty under current law for addlttonal benefits.
Under this provision, whatever comprehensive benefits one accrues -

. through health reform legislation, Indians would not lose any current

benefits. Such benefits include all supplemental benefits, such as

. environmental health, mental health beneflts, and alcohol abuse
f};‘treatment B S o .

B

vevmo
P

O.. Transmonal Requlrements for Plans Servmg Spec1a1 Needs Populatlons

1

2.

3.

4'i"

’ ;

Nondlscnmmatton Serv1ce Area Standards
! Health plans must not discriminate in the drawmg of services area
boundaries on the basis of race, ethmc1ty, socmeconomlc status, age, or

anticipated need for health services.

. }

!

Spec1a1 Access Standards
' Plans must meet spec1a1 access standards that take into account the
- special needs and circumstances of urban and rural underserved areas.

. The Secretary would be required to establish access standards for

4

" enrollees living in medically underserved areas that take into account

the following mdlcators

a. Accessibility of primary care services based on measures such as

. the ratio of primary care prov1ders to expected enrollees;
b, 'Accessmlhty of other services, based on measures such as travel
: ‘tlme,
c.  Accessibility of health plans services for individuals w1th

.-limited ability to speak the Enghsh language, and for populatlon
" with similar needs.

Reportmg Reqmrements

"Health plarts must report on key indicators of access, quality and
’ service in a manner that ‘provides separate information and
momtormg for those in medically underserved areas.

- Designation of Underserved Communities and Populations
" The Secretary would annually designate underserved areas and
populatlons as either of the followmg areas:

| ’;;a. - " Areas w1th a shortage of personal health services as designated
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under sectxon 332(a)(3) or 1302(7) of the Pubhc Health Serv1ce
. Act;
b Health Professional Shortage Areas as descnbed in sectlon
'332(a)(1){a) of the PHS Act;
c High impact areas as descrlbed in sectlon 329(a)(3) of the PHS
‘ Act; or
-d. an area which-includes a populatlon group ! Wthh the Secretary

determines as a health manpower shortage area under Section
. 332(a)(1)(B) of the PHS Act. -

Certification of Essential Commumty Providers

Any public or non-profit private entity furnishing services in a
designated medically underserved community or population may
apply to the Secretary for certification as an essential community
provider.- In order to be certified the entity:

a. Must be a pubhc or non proflt private entity;

b. Must be capable of providing for a full range of primary health
care services that are available and accessible promptly, as
appropriate and in a manner which assures continuity;

¢ Have organization arrangements for quality assurance programs

' and maintaining patient record: confidentiality;

d. Demonstrate financial responsibility;

e. Accept all patients notwithstanding their ability to pay;

f. . Make every effort to collect appropriate reimbursement frorn
Medicare, Medicaid and third party payers;

g Establish a shdmg-scale fee schedule based on abrhty to pay for
services; : 4

- h. Reviews annually its catchment area;
i. - Where appropriate, provides access to patlents with hmlted

A enghsh—speakmg ability;
j. Meets the requirements of section 1861(2) of the Soc1a1 Security
Act, complles appropnate stat1st1ca1 and other 1nformat1on

Obligation to.Offer Contracts for Primary Care Services

All health plans, including self-insured plans, would be required to
offer-a contract with a reasonable number as determined by the .
Secretary of certified essential community providers. ‘Mandatory
contracting would be in effect for the first five years after-enactment.

'_Scope of Contracts
The contract between health plans shall:

a. Provide for primary health services that are included in the

uniform benefit package, furnished on an outpatient basis and
provided directly by the essential community provider.
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- VIIL New Home}ﬁand Commumty Based Long Term Care Program = &

Al

B.

. b Terms and' conditions applied to the agreements shall be
W comparable to terms and conditions that apply to other
! providers -furnish’mg comparable services to the health plan.

c. Payment will be based on Section 1876 of the Soc:1al Security Act.

8. - Health Plan Obhgatlon for Non-primary Care -

. Health plans must meet general access staridards for non-pnmary care
© services to insure acce331b111ty and availability of all covered and non-
. covered primary. care services for all enrolled members (Needs more

" definition.)

9. . Access'in Underserved Areas | e aE

- The Office of Technology Assessment (OTA) w111 conduct a study on
i improving access in underserved areas, '

| Urba‘h “ Safety-Net” Hospitals

| Estabhshes a revolving loan fund and grant program to fund capital

1mprovements for pubhcly owned and operated ”safety -net” hospltals

i

Other Urban Hospxtals ,

: Demonstranon for macce551ble other urban Hosp1tals to quahfy as Sole

Commumty Hospitals.

Y

- General

| Establishes a new capped program in the Social Security Act to provide
home and community-based services for older Americans and
_+ individuals with disabilities. The program is administered by the
- States with federal matching payments for services provided. Total
.. funding is capped, and there is no individual entltlement to servmes
o under this program. - o

:é

- Ehglblhty

'I’he Secretary will issue regulatlon establishing uniform ellglblhty
" criteria and assessment protocols. In order to receive benefits under
the program, an 1nd1v1dual must be determined eligible, must undergo
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a standardized assessment and have a individualized plan of care
. developed. To be eligible, an individual must be in one of the

following categories. ' The first three categories apply to individuals of

all ages; the final category applies only to children under age Six.

1. Requires hands-on or stand-by personal assistance ‘Supervision
or cues in three or more of five activities of daily living: eating
dressmg bathing, toileting, and transferring in and out of bed

2 N Presents ewdence of severe cogmtwe or mental 1mpa1rment
3. Has severe or profound mental retardatlon
4. Is under age six and would 0therw1se requlre hosp1ta1 or

institutional care for a severe disability or chronic medlcal
‘condition.

Covered Services

1.

Ata minimum, a state s array of services must include personal
assistance (both agency administered and consumer directed) for every

- eligible category of participant. Servrces may include, but are not

limited to: case management, homemaker and chore-assistarice, home
modifications, respite services, assistive technology, adult day services,

~ habilitation and rehablhtatlon supported employment and home
' health services. : .

Services may be delivered in a home, a range of community residential
arrangements, or outside the home. Services may not be provided in
licensed nursing homes or mterrnedlate care facilities for the mentally
retarded :

Cost Sharing

'A Ehglble mdlvrduals with incomes over 150% of the federal poverty level pay ;
. co-insurance to cover a portion of the cost of all services they receive

according to a sliding scale. Persons with incomes between 150% and 200% of
the federal poverty level pay 10% of the cost of care; between 200% and 250%
of poverty 20% co-insurance, and persons w1th income over 250% of poverty
pay a 25% co-insurance. . :
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E  State Adniinistration .
’ - '; . . .
'Each state must have an approved plan, whlch specifies: administering -
- agency or agencies; services to be covered, and how the needs of all types of
~ eligible individuals will be met; provide a plan for making eligibility
determinations: provide information on how the state will develop care .
plans, coordinate services, reimburse prov1ders and plans, administer
. .vouchers or cash payments, license or certify providers. In addition, the state
“‘must.develop a system of determining allocation of resources and how the
" new program with be integrated with existing long-terrn care programs, and
must-assure that low-income persons in the program is at least equal to the
- propt;rtion of low-income persons in the state’s population.

F 'Quallty Assurance |

‘States are respon51b1e for developlng comprehens1ve quahty assurance

: programs that monitor health and safety of participants as well as assure that
services are of the highest quality. States must develop, for federal approval,
quality assurance systems that include consumer satisfaction surveys. In
addition, consumer advisory groups are expected to play a strong role in
»assunng and enhancmg quahty

i

G CFederal Matchmg Payments to States :

A federal matchmg payment will be made to states based on the current :
Medicaid match rate plus 28 percentage points. Federal matching percentages .
can be no less than 78 percent and no more than 95 percent. No federal
matchmg payments will be made once the cap is reached

- H. Fundmg, Allotments to States
_ For federal Fiscal years 1996-2002 No federal funds allocated.
PART TWO COST CONTAINMENT & CON SUMER PROTECTION

A.  -High Cost Plan Assessment '
(descnbed in Section XIIL, A)
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,B.

1

| Medical Liability Reform

C -

s
Altematwe Dlspute Resolutlon

a. No health care malpractlce action may be brought in court untll |
~ - final resolution of the claim under an alternative dispute
resolution (ADR) method adopted by the state from models .
- developed by the Secretary of HHS, or developed by the state'and
approved by the Secretary of HHS

b. If the party m1t1at1ng court action following the ADR receives a
- worse result with respect to liability or a level of damages 33
1/3% below that awarded in the ADR, that party-must pay the .
 -costs and attorneys fees of the other party incurred subsequent to
the ADR ‘ ~ :

Damages

Non-economm damages awarded to a plaintiff in a health care | o
malpractice clalm or actlon may not exceed $250 000, mdexed for '

- inflation.

Several Liability

The iiabilify of each defendant in a health care malpraei:ice action for

" non-economic and punitive damages will be based on each defendant s

proportlon of respon51b1hty for the clalmants harm A
i ,

Punitive Damages

Seventy~f1ve percent ef punitive damage awards will be paid to the

'~ state in which the action is brought and such funds will be used for

provider licensing, dlsc1phnary aet1v1t1es and quality assurance

© programs.

Statute of Repose | 1 L

A twenty year stamte of repose will be apphed to health care

malpractlce actlons

'Fee Reform . v

Lawyers may not charge conhngency fees greater than 33 1/3% of the

first $150,000 of the award in a health care malpractice action and 25%
of amounts in excess of $150,000. Calculation of permissible . - ‘
contingency fees is based on after tax amounts.
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7!

‘L‘imited Preemption o

} State laws that have hrgher hrmts on attorneys fees and non-

" economic. damages are preempted. State laws that ‘provide for longer g

statutes of repose are preempted. - Does not preempt those laws w1th

i lower limits on attorneys fees and non-economic damages are -
| preempted. Does not preempt state. laws with shorter statutes of

l
"

; repose.

: Admlniétrative ASimpl\ification ;and Paperwork fReduction :

~ e
Rt

‘ Implements a natlonal health m,formatlon network to reduce the burden of

.. -administrative complexity, paper work, and cost on the health care system; to

prov1de the information on cost and quality necessary for competition in

. nii«

o Requlres the Secretary of- HI-IS to 1mplement a natlona] health

‘health care; and to provide mformatmn tools that allow 1mproved fraud
- detectron, outcomes research and quahty of care:

Natlonal Health Informatlon Network

A"l

s 1nf0rmatron network by ’adoptmg standards for:

representmg the content and format of health mformatron in
o both paper and electronlc forms,

_transml‘ttmg mfo‘rr’natr'on ‘electronical-ly, -
‘conducting transa'ctions using this vinfl(')rmation

‘certifying pubhc or pnvate entities to perform the 1ntermed1ary _

functions which 1mplement the network

B momtormg performance to assure complrance,

y estabhshmg procedures for adclmg codes to prev1ously adopted
| standards, , r t

: making*changes' to preViously 'adopted' standards, and

- developing, te‘stiné,‘and adopting new standard':s'.' K




| Health Information Advisory Cemmission‘

In carrymg out duties under this part, the Secretary would Consult Wlth |

an Advisory Commission consisting of 15 members from the private
sector with ‘expertise and practical experience in developing and o
applying health information and networking standards. The members
would be appointed by the President and serve staggered 5 year terms,
and would include provrders and consumers.

B Requlrements for Quahﬁed Health Plans and Health Care Promders

All Qualified Health Plans, mcludmg Federal and State plans and all
health care providers would be required to comply with federal
standards for formattmg information and electronic transactions.

The Secretary may require transactions to be consistent w1th the goal of
reducing administrative costs. In addition, certain standard data must
be made available’ electronlcally on the health information network to

- authorized inquiries. Other requirements for electronic information,

- such as quality related information, may be specified in other parts of
the law and would be put through the same standards setting
procedure before becommg required.

Accessmg Health Informatron

a.  The Secretary would establish technical standards for requesting
standard health information from participants in the health
/information network which assure that a request for health
information is authorized under federal prlvacy provisions.

b.  The Secretary would establish standards for the appropnate
release of health information to researchers and government -
agencies, including public health agencies. The Secretary would
establish standards for the electronic identification of a request as
one which comes from a person authorized to receive health
“information under federal privacy provisions.

: Effectlve Date -
A trmetable of effective dates would be mcluded which would specxfy
~ when each requirement would take effect relative to the date of
‘enactment. - In general, the Secretary would adopt existing standards
. within 9 months of enactment and more time is given for standards
which must be developed At least 12 months grace period is allowed
after any standard is adopted before use of that standard becomes
requlred :
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‘ Quahty Assurance

_ The goal of health reform is to ensure that Americans have access to health
care plans that compete on the basis of price and quality. Assessing quahty
requires reliable and comparable: information on the outcomes and

~ effectiveness of services provided by plans. Under this subtitle, Qualified
Health Plans are required to annually report data on the quality of their
services to the Secretary of HHS in a format prescribed under the National
Health Information Network. . The Secretary may determine the manner in
which these data are provided to cerhfymg authorities in states. This title also
provides direction to the Secretary to improve and expand the capability of
HHStto support and encourage research and evaluanon of medlcal outcomes.

Standards and Measurements of Quahty

- The Secretary, in, consultatlon with relevant private ent1t1es, will develop

. quality standards with which all ‘Qualified Health Plans must comply. These

standards are de51gned to improve the data available upon which to assess
quahty and the processes by which- quahty care is continuously unproved

“The Secretary will study the capabllmes of entities within 1ts ]urlsdlctlon to
accomphsh these goals including: » ‘

1. settmg prlormes for strengthenmg the medlcal research base;

2. supportmg research and evaluatlon on med1ca1 effectiveness through
4 technology assessment, consensus development, outcomes research
and the use of praence guldehnes, , I

3. conductmg effectlveness trlals in collaboratlon with med1cal specialty’
- isoc1et1es, med1ca1 edueators and qualified health plans,

4. mamtammg a clearmghouse and other reg1strles on clinical trials and
i outcomes research data; ‘

5" assurmg the systematlc evalua'non of existing and new treatments, and-
’ é~d1agnost1c technologies in an effort to upgrade the knowledge base for
' -echrucal dec1s1on makmg and pohcy choice;
-6. des1gmng an mteractlve, computerlzed dlssemmanon system of
"+ ‘information on outcomes research, practice guldelmes and other
1nformat10n for prowders » :
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E. Anti-fraud and Abuse Control Program

‘This subhtle establishes a stronger, better coordinated federal effort to combat
fraud and abuse in our health care system. It 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 also seeks to deter fraudulent utilization of health care
services. It would: ‘

1. Require the HHS Seci'etary and Attorney General to jointly establish |
and-coordinate a national health care fraud program to combat fraud
' and abuse in government and Qualified Health Plans; -

2. Finance:the anti-fraud- efforts by setting up an Anti-Fraud and Abuse
Trust Fund. Monies from penalties, fines, and damages assessed for
health care fraud are dedicated to the Trust Fund to pay for the anti-

fraud efforts;

3. Increase and extend Medlcare and Medicaid c1v1l money and criminal
' penaltles for fraud to all’ health care programs, :

.4, Bar prov1ders comncted of health care fraud felonies from part1c1pat1ng
in the Medicare program; ‘

5. Require HHS to pubhsh the names of providers and supphers who
' have had final adverse actions taken agamst them for health care
- fraud; and, . o

6. ~Establ1sh a new health care fraud statute pattemed after existing mail

and wire fraud statutes under Title XXIII of the Criminal Code and
allows for criminal forfeiture of proceeds ' .

X. REFORM OF EXISTING PUBLIC PROGRAMS

A. _Medlcald (Some would l1ke to mtegrate Medmald faster 1f it did not adversely
affect the cost of health care. reform.) ;

1. Integration of 'Medicqid'beneficiaries into Qualified Heélth Plans
a. The Secretary shall make recommendations on the integration
of AFDC and non-cash recipients into the community-rated pool

‘and into Qualified Health Plans. The Secretary's
recommendations shall address: o
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- i the impact on private health insurance premiums,
ii.  the administration of subsidies,

iii.  the adequacy of services for Medicaid recipients and the

need for and structure of wrap around services.

: New State Option for Medicaid Coverage in Qualified Health Plans

" States may give their AFDC and non-cash eligible beneficiaries

i (excluding medically needy) the option to receive medical assistance
i through enrollment in a Qualified Health Plan offered in'a local HCCA

. instead of through the Medicaid plan N : ‘

d.

_ The state may not restnct an mdxvrdual's choice of plan and is

not required to pay more than the apphcable dollar limit for the -
HCCA area.

~The number of individuals electing to enroll in a Qua11f1ed

. Health Plan is limited to a fifteen percent of the eligible

- population in each of the ﬁrst three years and ten percent in
“each year thereafter T .

erltatlon on Certam Federal Medlca1d Payments

'él,,Federal fmancxal part1c1pat10n for acute medlcal services, 1nclud1ng

_ expenditures for payments to Quahfled Health Plans, is sub)ect to an-

a.

‘annual federal payment cap--

The cap is determmed by multiplying a per capita limit (defined |
below) by the average number of Medicaid categorical '
individuals enntled to receive medical a551stance in the state

“plan.

The per-capita limit for fiscal year 1996 is equal to 118% of the

~ base per capita funding amount (determined by dividing the

total expendltures made for medical assistance furnished in 1994

| " by the average total number of Medicaid categoncal md1v1duals '
for that year)... . .

After 1996, the per-capita limit is equal to the per-capita funding

- amount determined for the previous fiscal year increased by 6.

percent for fiscal years 1997 through 2000, and 5 percent for ﬁscalu
year 2001 and beyond
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Expenditures for, which no federal financial participation was

- provided and disproportionate share payments are excluded
. from thxs calculation. .

States are required to continue to make eligible for medical
assistance any class category of mdxwduals that were e11g1ble for -

assistance in fiscal year 1994.

4. State Flexibility to. Contract for Coordinated Care Services

a.

States have the option, to establish a program under Medicaid -
program to allow states to enter into contracts with at-risk

«pnmary care case management (PCCM) prov1ders

An at-rlsk PCCM' provider must be a physician, group of

physicians, a federally qualified health center, a rural health
clinic or other'entity having other arrangements with physicians .

operating under contract with a state to provide services under a
primary care case management program.

Qualified risk contracting entities must: -~

i. . meet federal organizational requirements;

ii. guarantee enrolled access; and,

ii'i.' - have a written contract with the state agency that includes:
(@. an experienced—based payment methodoldgy}

| (b). - premmms that do not dlscrlmmate among ehg1ble
md1v1duals based on health status;

(c). requirements for health care services; and,

(d). detailed specification of the'resporisibilities of the .
contractmg entity and the state for pr0v1d1ng for, or
arranging for, health care services.

é' .
Meet federal standards for internal quality- assurance.

Enter into wntten prov1der part1c1pat10n agreements w1th

. essentlal commumty prov1ders, «

1., States ar‘e required to contract directly with essential -
community providers, or at the election of the ECP, each
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. Medi"care'

R

: I‘lSl( contrachng entlty may enter into agreement to make
payments to the’ essentlal community prov1der for

services.
- 2. Essential community providers include:

a. Federally Qualified Health C,enters,.

b Public Housing Igroviders,‘ A
c. Family Plaﬁni'xlg Clinics, |

: _'d_ ~ AIDS prolzitiers under\ ‘the. Ryan White Act, |
e Meternal an_cl.(“'_'hlld A’Health Providers, and

B f  Rural Health Clinics.

Medlcare remains a separate program and continues to be federally
, administered. Beneficiaries enrolled in Part B continue to pay a ‘
. monthly premium. The statutorily defined Medicare benefits continue
to be the Medicare benefit package in both fee-for-servme and managed

* care.

: Benef1c1ary opt-m to pr1vate quallfled health plans. |

' i
l‘

I
¢

i
3
- a

;

Med1care benef1c1ar1es .may opt mto a quahﬁed health plan in

‘their HCCA.

For individuals choosmg an AHP Medicare will pay the federal

‘contribution calculated for Medicare risk contracts. Individuals
- are responsible for paying the difference between the premium

charged and the. federal contnbutxon

; Durmg the armual enrollment period, Med1care-ehg1bles may
~choose a new plan through their employer/purchasing '

cooperative or they may return to the trad1t1ona1 Med1care

program

Medlcare Select

- The Medlcare Select prograrn would become a permanent option

in all States.
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b. Med1care Select policies will be offered durmg Medlcare s
coordmated open enrollment perrod :

c. Plans may not discriminate based on health’status.
Medicare RlSk Contract Program

a. Med1care health plans must meet Quahfled Health Plan
standards and cover all Medicare benefits under a risk contract
for a umform monthly premrum for a year. : :

b.  Employers may sponsor Medlcare health plans for former or
current employees. »

c. = Cost contracts, SHMOs, etc. would continue as under current
law. The 50/50 requirement is terminated at the point at which
the Secretary determines that health plans have alternative
quality assurance mechanisms in place that effectively provide
sufficient quality safeguards. In the interim, the Secretary may
grant waivers of the 50/50 requirement.

e.  .Medicare health plans will offer a standard benefit package
comprised of the current Medicare benefits defined in statute or -
an alternative package, defined by the Secretary, covering ‘
identical services but with cost-sharing consistent with typical
managed care practice and not to exceed the actuarial value of
FFS. - -

f.  Standardize supplemental benefits that risk contractors may
‘offer. in addition to Medicare benefits. In addition to the
standardized policies, health plans may offer other supplemental
policies. However, Medicare health plans must at least offer two
supplements t6 be defined by the Secretary: one which would
cover catastrophic costs (out-of-pocket limit) and other items
traditionally covered in employer-sponsored plans, and one
covering outpatient prescription drugs.

g - The current standardized Medigap plans would be changed so
that Medigap may only pay up to 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 thelr current insurance.

h.  The Secretary shall define Med1care market areas Wthh shall be
-consistent w1th the health care coverage areas defined by the
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non-Medicare population. For the Medicare prOgram the MSAs
may cross state lines if the Secretary determines it is necessary to
increase choices to Medicare beneficiaries. - The federal
contribution for a-Medicare health plan will be the same

: ,throughout the Medlcare market area.

The Se'cretary. Will adrninister a coordinated annual open
enrollment period during which Medicare beneficiaries will
choose from all plans (including Medigap insurers) offering
products to Medicare beneficiaries. The Secretary may authorize
any Vanatrons of part1c1pat10n in the enrollment process

The Secretary of HHS will prowde to all Medlcare benef1c1ar1es
in a market area umform materials for enrollmg in health plansQ

| The federal contrlbunon is calculated as the welghted 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. The Secretary is authorized to

’ ad]ust for heart dlsease, cancer, Or. stroke.

: Benef1c1ar1es pay the difference between the federal contrlbuhon

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 the plan may provide

in cash or apply to supplementary coverage. The rebate would
be treated as non-taxable income. :

i Beneﬁaanes ehglble for Medicare pnor t0 1999 are

;grandfathered under these provisions and may always
enroll in'Medicare FFS (regardless of local costs) for the
 regular part B premium only.

- fiyi.‘ ; If the federal contribution is less than the FFS per capita

cost in the market area and the beneficiary selects

" Medicare FFS, the beneficiary pays an additional premium
to the Federal Government equal to the difference
between the federal contnbutmn and FFSPCC

.f“Admi‘nistra'tiVe Simplification .

l

The Secretary has authorlty to consohdate the functions of fiscal

mtermedlarles and carriers. Provides for coordination of Medicare and -

.supplemental insurance claims processmg "Permits standardized,
paperless process.- :




6. Study and Demonstfation for Medicare Cost Containment \

a. Requlres ProPAC to study and make recommendations to
- Congress regarding ways to slow the rate of Medicare growth at
- the local market level. The study should include ways to set
local expenditure targets and monitor success in controlling
costs. Updates for payment rates under Parts A and B should be
~ set to achieve local targeted expendlture levels, wh11e rewardmg
efficient providers and/or markets. ‘

b. A demonstrati'on is authorized to evaluate Part A expenditures
. for hospital service and/or Part B expenditures in fee for service
using provider-group or State—level volume performance
standards : :
C  GRADUATEMEDICAL EDUCATION

. [Uﬁder Discussion]



FINANCING

A, Fmancmg Totals (Estlmated Over 5 years; $ in Bllhons)

Savings -
 Medicare, Savingé D e g0
~ Medicaid Savings . - T e e © $55.8
: Postal Serv1ce Retirement: | o I L $13 0 .
'SUBTOTAL SPENDING REDUCT.[ONS " 7' : $138 9
Revenues | |
ngh Cost Plan Premium Assessment T ) o A $30.0*.
_ Tobacco Tax ($1. 00 increase) S - $62.3..
HI State/Local - : o o $76
- Income Relatlng Medicare Part B Premiums - . %80
" SUBTOTAL REVENUES . $107.9
TOTAL FINANCING o 5468

* Prehmmary estimate based on avaﬂable mforrnanon
B. Descnptmns of Medlcare Savmgs

1. Ad]ust Inpahent Cap1tal Payments This proposal combines three
- inpatient payment adjustments to reflect more accurate base year data
" and cost projections. The first would reduce inpatient capital payments
' to hospitals excluded from Medicare’s prospective payment system by
15%. The second would reduce PPS Federal capital payments by 7.31%
' and hospital-specific amount by 10.41% to reflect new data on the FY 89
capxtal cost per discharge and the increase in Medicare inpatient costs.
“ The third piece would reduce payments for hospital inpatient capital
w1th a 22 1% reductzon to the updates of the cap1ta1 rates.

2. ,Rev1se Dlsproportlonate_ Share ~Hosp1tal Ad]ustment. This Act limits
» the current disproportionate share hospital adjustment with a new
. voucher program to cover health care provxded to those with out -
health insurance. :

3. Extend OBRA 93 Ptovnslon to Catch-up after the SNF Freeze Explres
‘ ‘Included in OBRA 93. OBRA 93 established a two-year freeze on =
update to the cost limits for skilled nursing facilities. A catch-up is
. allowed after the freeze explres on October 1, 1995 This. Act eliminates

‘the catch-up. -~ . = =«

4 Change the Medicare Volume Performance Standard to Real Growth
‘GDP. Thls Act subshtutes the flve-year average growth in real GDP

2 -




10.

1L

per-capita for this volume and mtens1ty factor and the performance

‘standard factor for physmlan s services.

Establish Cumulatlve Growth Targets for Physician Services. Under

this Act,-the Medical Volume Performance Standard for each category

of physician services would be built on a designated base-year and
updated annually for changes in beneficiary enrollment and inflation,
but not for actual outlay growth above and below the target.

Reduce the Medlcare Fee Schedule Conversmn Factor by 3% in 1995,

. Except Primary Care Services. The conversion factor is a dollar amount

that converts the fee'schedule’s relative value units into a payment
amount for each physician service. This Act reduces the factor by 3% to

account for excessively high targets. -

Extend OBRA-93 Provisions on Part B Premium Collectlons OBRA 93
established the Part B premium collections at 25% of program costs.
This Act extends the. collectlon of these premmms

Extend OBRA 93 Catch-up After the Home Health Freeze Expires.
OBRA 93 eliminated the inflation adjustment to the home health
limits for two years. This Act eliminates the inflation catch-up
currently allowed after the freeze explres on July 1, 1996

Extend OBRA 93 Medicare Secondary Payor Data Match with SSA and -
IRS. OBRA 93 included an extension of the data match between HCFA,

IRS and SSA to identify the primary payers for Medicare enrollees with
health coverage in addition to Medicare. ‘

Increase Part B Deductible for Enrollees. Increase the.amount that
enrollees must pay for services each year before the government shares

responsibility for physician services. The deductible would be

increased to $150 and indexed to the rate of growth.

Reduce HospltaEVMarket basket Index Update. This proposal reduces
the Hospital Market Basket Index Update by 2%. Currently Medicare
changes the inpatient per-discharge standardized amount by a certain
amount every year to reflect input costs changes in Congressional
direction. OBRA 1993 reduced the Index in Fiscal Years 1994 through
1997. This proposal would reduce the updates by 2% for Flscal Years
1997 through 2000. ‘ _

Medicaid Savings ‘

1

Revise D1sproport10nate Share Hospital Adjustment. This proposal

~ eliminates the current disproportionate share hospital adjustment

with the new voucher program to cover health care provided to those
with out health insurance. Medlcald DSH payments are to be



D.

H

" eliminated in FY 1996 - 15%, FY 1997 - 25%, FY 1998 - 60% and 1999 -
* 100% (unless 95% coverage is not reached in which case it will not be
completely phased-out) :

2. ¢ Capltate the Federal Payments Made for Medlcald Acute Care Medlcal
.- Services under Medicaid Program. - The per-capita federal financial
~ participation growth rate for acute medical services under the Medicaid
¢ program- would be capped at 6% for fiscal years 1997 through 2000 and
\ at 5% for fiscal year 2001 and beyond

ix )
Revenues

' ‘1. Postal Service Retu‘ement Requlre the U.S.P.S. to fund the U.S.P.S.

" Retirement System in the U.S.P.S. budget rather than the Federal
Budget This would free funds from the Federal budget

2. Tobacco Tax. The proposal increases the tax on tobacco by $50 per

thousand c1garettes (51 per pack of 20 c1garettes) Descnbed in Sectlon
XIII G) - , _

3 HI State and Local State and local ]urlsdlchons can opt to pay the HI

; payroll tax for State and local workers hired before April 1, 1986. The
¢ proposal would extend the payroll tax to all remaining exempt State
» and local workers

3;

4 Income Related Part B Premiums. This proposal would charge high-

~income enrollees a premium up to 75% of program costs based on an
enrolle s modified adjusted gross income.

Fiscal Respo:nsibility

. .FaiIQSafe MeEhanism

1.

- lThe h1ll establishes a Fall-Sefe meehamsin to ensure health care reform does

not mcrease the deficit. Detalls are descrlbed below

- A Current Health Spendmg Baselme (CHSB) is estabhshed The CHSB

mcludes
- a. Medi_care Ivixpendi»tures
. b. Medicaid Expendifures
c. ’Health Related Tax Expendltures

1 : The employee exclusion of employer—prowded health
insurance premlums
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ii. Employer deduction for health insurance premiums.
iii.  7.5% ﬂoor for deductlon of medical expenses.

2. A Health Reform Spendmg Estimate (HRSE) is estabhshed The HRSE
includes:

a. Everythmg mcluded in the CHSB

b Deductlon for purchase of Qualified Health Plans by all |
L 1nd1v1duals B

c. Cigarette excise tax. | |
: _td.. Vouchers for ﬁmrchase of a Qualified ‘Health Plan. _ |
e High-Cost Plan Assessment - . |
3. In any year that the l)rrector of OMB notifies Congress that HRSE will

exceed the CHSB, the followmg automatic actions will occur to prevent
- deficit spendmg

, a.‘ The voucher phase-in is delayed.
'b.  The assessment on high cost insurance plans is increased.
c .The expanded ‘tax deduction phase-in is sloWed‘ down

d. - Out—of-pocket limits in the standard and basic benef1t packages
© are mcreased -

e Starting in the year 2004, an employer may no longer deduct and - -
an employer may no longer exclude supplemental benefits
provrded to employees and contributed to by employers ‘

4. Congress may act on alternatlve recommendatrons made by the .
,Natlonal Health Commlssmn to avoid the actions listed above

XIIl. Tax Provisions
A High Cost Plan Assessment

1. - Beginning in 1996 an  annual assessment will be 1mposed on Hrgh Cost
Plans. High Cost Plans are those health care packages whose premiums
exceed a target amount. The target amount will be set by the IRS at the
beginning of each year based on the premium bids submitted to the.
HCCA for Basic plans (Primary Basics) and Standard plans (Primary
Standards) The target amount will be set at a level such that forty
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. percent of the plans in each area are above that amount

To determine whether a plan is a H1gh Cost Plan, an 1nsurer
divides its plans into two categories:

i anary Bas1cs including the value of any supplemental
© benefits, and '

11 - Primary Standards mcludmg the value of any

supplemental beneflts

" “An insurer then determmes which, if any, of such pians are
‘ above the apphcable target amount. ‘

The IRS will also deterrmne the lowest 25% of geograph1cally-
adjusted Primary Basic and Primary Standard premiums ‘
nationally. Plans (including supplemental benefits)-that fall
within the lowest 25% of the geographically-adjusted premiums
are exempt from the ‘High Cost Plan Assessment. .

AThe geograph1cally ad]usted premium will be calculated by the

IRS by adjusting each accountable health plan’s premium for
regional variations. Such adjustments shall include, but not be -
l1m1ted to; variations in the cost of living and demograph1cs

Treasury wﬂl be glven the authorlty to develop regulatlons
1mplementmg thls prov1smn ' :

The assessment on a H1gh Cost Plan is equal to 25% of the dlfference '
: ‘between the premium charged for the Primary Basic plus

supplementals, if any, and the Primary Standard plus supplementals, if
any, and a reference prerruum

La.

Y

b
)

v
4

' For purposes of determmmg the assessment on the Primary

Basic plus supplementals, if any, the applicable reference .
premium is the average of all Pr1mary Basm premiums in the :

B 'HCCA

‘For purposes of determmmg the assessment on the Primary

Standard plus supplementals, if any, the applicable reference

' premium is the average of all Primary Standard premmms in

the area.

The H1gh Cost Plan’ Assessment also applies to self-insured plans. The
tax will apply to the difference between the self-insured High Cost
‘Plan’s. premium (including any supplementals) and the applicable -

* reference premium for the HCCA. In calculatmg this tax, the high cost .
- self-insured plan’s premium will be the premjum used for meetmg the

COBRA requlrement The Department of Treasury w1ll be given
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1.

authority to develop regulations implementing this provision.

Assistance to Individuale and Families -- Expanded Tax Deductibility

A Self-employed individuals- purchasmg health insurance may take an

above-the-line deduction for 100% of the cost of such insurance (i.e.,
not subject to the 7.5% floor), subject to a phase-in period. However,
the deduction is limited to the cost of either a basic or standard benefits
package.. To the extent self-employed individuals purchase benefits
supplementing such packages, the cost of such supplemental benefits
will be deductible as medical expenses under current law (i.e., subject to
the 7.5% fioor)

' IndiViduals (other than self-employed) that purchase health insurance |

will be allowed. an above-the-line deduction (i.e., not subject to the
7.5% floor) for 100% of the cost of either a basic or standard benefit
package. To the extent an individual purchases benefits

. supplementing the packages, the cost of such supplemental benefits

will be deductible as medical expenses under current law (i. e, sub)ect to

- the 7.5% ﬂoor)

| Employer-Providedeealth Insurance

Employees may continue to exclude from gross income all employer-
pr0v1ded health insurance. :

Employets may- take a deduction for amounts contnbuted towards a -
standard benefits package as well as all benefits supplementing such

- package, if any.

Employers may' take a deduction for amounts contributed towards a -
basic benefits package. However, no deduction is permitted for any
contributions made towards beneﬁts supplementmg the basic beneﬁts

‘- package a

Fail-Safe option mcludes possible employer and employee cap on
supplemer\tals after 2004

Tax Incentives for Practice in Rural, Frontier, and Urbari Underserved Areas

1.

Phy51c1ans practlcmg full time and either newly certlﬁed or newly
relocated toa rural, frontier, or urban Health Professional Shortage
Areas (HPSA) are allowed a tax credit equal to $1,000 a month uptoa
total of $36,000. Tax credits will be prorated in direct relation to the
time worked i in the HPSA uptoa total of $36, 000
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2. . Nurse practitioners and physician assistants practicing full-time and
‘ i either newly certified or newly relocated to a rural, frontier, or urban
. HPSA would be eligible for a 51m11ar credit equal to $500 per month up
;‘, to the a total of $18 000;

3. In order to retain the full \?alue of the credit, the physician, nurse
' ‘practitioner or physician’ s assistant must practice continuously in the
: area for five years

,4'. . Loan repayments made on behalf on an md1v1dual as part of the
¢ National Health Service' Corps Loan Repayment Program are excluded
- from taxable income of the individual;

5 The cost of annually purchased medical equ1pment owned dlrectly or
. . indirectly, and used by a physician in a rural or frontier Health

.» Professional Shortage Area (HPSA) can be 1mmed1ately expensed up to
$32,500;

6. -, Interest, up to $5, OOO annually, paid on professxonal medlcal education

.. loans of a physician, registered nurse, nurse practitioner, or phy51c1an s
'+ assistant will be allowed as an itemized deduction if the individual -

" agrees to practice in a rural, frontier or urban Health Professmnal

' Shortage Area (HPSA) :

i

X
o Long Term Care Tax Provxsxons :

1. Expend1tures for quahfled long-term care services are deductible as
j medical éxpenses (i.e. subject to the 7.5% floor). Such services include
: diagnostic, preventive, therapeutic, rehabilitative, maintenance and’
. personal care. Provision of such services must be contingent upon
 certification of impairment in three or more activities of da1ly living by
L llcensed health care practltloner,

‘2. ! Employer provided quallﬁed long-term care coverage which meets
» certain consumer protection standards promulgated by the National
" Association of Insurance Commissioners, is excluded from an
employee s taxable income. Premiums paid by an individual for
. qualified long-term care coverage are. deductible as'a medlcal expense
(1 e. sub]ect to the 7. 5% floor) :

3. NAIC is dxrected to promulgate standards for the use of uniform
language and definitions'in qualified long-term care coverage
;insurance policies, with permissible variations to take into account
d1fferences in state llcensmg requirements for long-term care
prov1ders ’ .

'Accelerated Death Benefits

i»



~ Clarifies the income tax treatment of accelerated death benefits paid to
~ terminally ill persons. Payments made under a qualified terminal illness

- rider can be recelved tax-free as 1f they were paid after the insured’s death.

. ‘TobaccoTax .

The proposal increases the tax on tobacco by approximately $16 67 per pound
of tobacco for cigarettes. ‘At proportional increase is applied to all other
tobacco products In addition it extends the tax to tobacco to be used in “roll-

1.

your-own c1garettes The new tax rates would be

Cigarettes: -
fs;ﬁg;l_lagﬁigggettes 4 ‘_ %62 per thousand (i.e., $1.24 per pack of
. - 20 cigarettes)
B large c’iéarettes : _. $130.20 per thousand
~ Cigars: |
,Isrﬁali' cigarS' | o $5.82 pef theusarid
large cigars - B 65.875 percent of rﬁanufacfurers price .

~ (not more than $155 per thousand)
Cigarette papers and tubes: "

cigarette papers ' : 3.88 cents per 50 papers R

cigarette tubes o B 7.75 cents per 50 tubes -

Snuff, chewing tobacco, pipé’ tobacco, “roll-your-own” tobacco:

snuff I S $1.86 per‘pouhd
(':’hewingr tobacco - .62 cents per pound
pipetobacco $3 49 per pound
A”roll‘-yeur-'(.)wn;’ tobacco - $3.49 per pound

The proposal would repeal the present-law exemptions for tobacco-
products provided to employees of the manufacturer and for use by the

: Umted States.

The proposal also incltides several administrative and compliance
provisions designed to improve the collection of the excise tax.
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| XIV. vNational'-Héalth Commission

An mdependent National Health Commlssmn is established to oversee the
_health market much like the Securities and Exchange Commission oversees
the financial markets

]
)

A. ;’ Operation

-1
4

The Comm1ssmn shall be composed of ? members appointed by
the President with the advice and consent of the Senate. The
Commission members will sérve 6 year overlapping terms. No

* more than four members of the Commission may be from the
_ same political party. The members shall be compensated at level

IV of the Executive Schedule One. member of the Commission

~ shall be de51gnated as the Chairman by the Pre51dent

The. Commlssmn members will have gamed natlonal
recognition for their expertise in health markets

The Commission shall appomt an Executive Director and such
additional officers and employees it deems necessary to carry out
its respons1b111t1es under this act. :

The Commission will be advised by. expert private sector boards
which focus on health benefits and health plan standards.

" B. j‘Responmbﬂﬁxes

‘1

2.

,Clanfy the standard and basic beneflts packages

Develop and clanfy the quahty standards set in thls act for

' Qualified Health Plans and provide for this information to be
. distributed to consumers in a standardized format. This

information will include reporting prices, evaluating health -
outcomes and measuring consumer satisfaction

Report to Congress on a b1annua1 basxs (descnbed in Sectlon o

LA

Develop risk adjustment factors for Accountable Health Plans.

Monltor the Fail-Safe Mechanism to prevent def1c1t spendmg
(descnbed in Section XI.,B,4.). .

Recommend methods to achieve universal coverage if trigger

mechanism is engaged in the year 2002 (described in Section
LB). . o »
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