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MAINSTlIlEAM C8ALlneN PllepeSE. AGlIlEEMENT 

I. 	 CeVEllAGE Felt ALL AMEKI CANS 

This section 8..uarantees access to Qualified Health Plans for all U.s. citizens and 
lawful residents not covered under other public programs .such as Medicare, 
Medicaid, CHAMPUS and OVA. This section details the establishment of Health 
Care Coverage Areas (HCCAs), institutes insurance market reforms, establishes 
standardized benefi ts packages, crecilcs ,~.!:!.nt~ple Health Plans, establishes 
eligibility for low-income assistance vouchers and expands tax deductibility of 
heal~h 	insurance premiums. 

A. 	 Assurance of Universal Coverage 

1. 	 A National Health Commission (as described in Section XIV.) must 
report to Congress biennually on the stMus of health insurance 
coverage in the nation. The report must include, but is not limited to, 
the structure and performance measures of every market area, 
including the following: 

a. 	 Demographics of the uninsured, and findings on why those 
individuals are uninsured; " 

. b.' Structure of delivery system; 

c. 	 Number, organizational 'form of health 'plans; 

d. 	 Level of enrollment in health plans; 

e. 	 State implementation of responsibilities, including 
establishment of coverage areas; 

'f. 	 Status of insurance reforms; 

g. 	 Developmen,t of purchasing groups and other buyer reforms; 
, 

h. 	 Success of market and other mechanisms of controlling health 
expenditures and premium costs in the market area and 
nationally.; . 

1. 	 Status of transition of Medicaid toward managed care and 
integration into AHPs; . 
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j. 	 Adequacy of subsidies for low income individuals; 

k. 	 . Status of Medicare: benefic~i~, tfa.J;lsition into Medicare 
managed care and QHPs; 

1. 	 Coverage progress among those who are employed, including 
status and level of voluntary employer contributions and 
participation rates in pools and among large employers; 

m. 	 Percentage of individuals who are enrolled in Qualified Health 
Plans, separated into categories of Medicare, Medicaid, employed 
individuals and individuals eligible for low-income subsidies; 

n. 	 Informal recommendations, specific to each market area, on 
how the area might increase coverage among the residents and 
further moderate growth in premiums; and, 

0; 	 Evaluation of adequacy of benefit packages. 

B. 	 Coverage Tngger 

1. Establishes a national goal that 95% of all Americans will be enrolled in 
~~(QUamied Health P§.9 by ~002. " 

2. 	 If this goal is not met, the Commission must submit formal and 
specific recommendations to Congress on how market areas that have 
failed to reach 95% ,=overage can achieve that status. Those formal 
recommendations must address all relevant parties, including states, 
.employers, employees, unemployed and low income individuals, 
public program beneficiaries, etc. 

3. 	 In addition to any other recommendations it submits, the Commission 
must make separa,te recommendations on the following: 

a. 	 A schedule of assessments or contributions to encourage 
employers who are not doing so to purchase coverage for their 
employees; . 

b. 	 A method of encouraging full coverage which does not require 
any assessments on or contributions from employers; 

C. 	 Possible adjustments to the benefits package; 

. d. Possible adjustments to subsidies; and, 

e. 	 Possible adjustments to tax treatment of benefits. 

2 



4. 	 Congressional Consideration of the National Health Care Commission 
Report. Thi5 proposed process is being reviewed by the Senate and 
House Parliamentarians. 

A. 	 Rules for the Senate 

1. 	 The Majority Leader must introduce the Report as a bill 
on the first day of session following the submission of the 
Report and'legislative language. 

2. 	 ' The bill will be referred to the appropriate Senate 
Committee. 

3. 	 If the Comntittee fails tb report the legislation' within 180 
calendar days of January 1, 2002, it shall be <l.utomatically 
discharged from further consideration of the bill and the 
bill shall be placed on the appropriate Senate calendar. 

4. ' Within 5 session days after the bill is placed on the 
-calendar, the Majority Leader, at a time to be determined 
by the Ma10rity Leader in consultation with the :M'.inority 
Leader; shall proceed to the consideration of the bill. 

Ii on the sixth day of session, the Senate has not proceeded 

to consideration of the bill, then the presiding officer must -, 


automatically put the bill before the Senate for 

considera tion. 


5. 	 30 Hours of consideration 

a. 	 Two hours for first degree germane amendments 

b. 	 One hour fo~ each relevant second degree 
amendment. 

c. 	 30 minutes on each debatable motion, appea.l, or 
point of order submitted by the presiding officer to 
the Senate and no motion to recommit shall be in, 
order: 

6. 	 10 Hours time limit on the ~onference report. 

B. 	 Rules for'the House of Representatives 
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1. 	 The Majority Leader must introduce the Repo:t ~s a bill 
on the first q.ay of session following the submlsslon of the 

,Report and legislative language . 

2. 	 . The bill will be referred to the appropriate House 
Committee ;or Committees. 

3. 	 1£ the Committe~ or Committees' fails to report the 
legislation within ISO calendar days of January 1, 2002, 
they shall be automatically discharged from further 
consideratior;. of the bill. < 

4. 	 On the sixth day on which the House is in session after 
the date on which the bill has been reported or on which 
the Committee or Committees have been discharged from 
its further consideration, whichever date comes first, it 
shall be ir order fQr 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, 
iU\d the Erst reading of the bill shall be dispensed wi tho 

5.' 	 Aiter gep.eraI debate, which shall be confined to the bill 
and whIch shall not exceed four hours, to be equally 
divided, and controlled by ~he Chairman and Ranking 
Minority Member of the Committee or'Committees to 
which the bill had been referred, the bill shall be 

<. 
consideT'ed for amendment under the five-minute rule 
and each section shall be considered as having been read. 
The total time ~or 'considering all amendments shall be 
limited to 26 hours of which the total time for debating 
each a,mendment under the five minute rule shall not 
exceed one hour. 

6. 	 At the conclusion of the considera tion of the bill for 
amenp,ment, the Committee shall rise and report the bill 
to the House with such amendmen ts as may have been 
adopted, and the previous que~tion shall be considered as 
ordered on the bill and the amendments thereto to final 

< pass~ge without intervening motion except one motion to 
recoinmit. 

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 individuals residing~r 
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work.ltlg in the HCCA would be pooled together and would be eligible for insurance 
at anlage-adjusted community rate. HCCAs are established by each state and a 
minimum number of 250,000 lives must be induded in the HCCA rating pooL 

, Stat~k may enter into cooperative agreements to establish interstate HCCAs. 
i , 

i


Within each HCCA, consumers will have several different options' available to 
purdhase health insurance. Employers and individuals may purchase coverage 
direttly from an insurer or agent, they may enroll at designated state enrollment 
site~ 'or they may chose to join a purchasing cooperative. Accountable Health Plans 
may charge different administrative (or enrollment) fees depending upon how the 
plan is purchased. ..... 

ID. 	 Insurance Market Reform 

Th~ Secretary of HHS shall. within six months of enactment, and in consultation 
wi!th private expert entities such as' the National Association of Insurance 
C9mmissioners (NAlC), develop federal standards with which Qualified Health 
Pl(3-ns must comply in order to be deductible by an employer or an individual. . 

. \\fhile 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 
dFpending on the nature of the Qu~lified Health Plan. All Qualified Heal th Plans 
II:\ust: 

I 

I/-	 G"arantee issue to all qualified applicants. 

2. 	 Guar~tee availability throughout the' entire area in which it is offered. 

/
3. 	 Guarantee renewal to all qualified enrollees, except in instances of non­

payment of premiums or fraud or misrepresentation. 

4. 	 Not deny, limit, or condition coverage based on health status, claims 
experience, or medical history during the annual open enrollment period. 
The bill includes a first-time enrollment amnesty extended for a certain 
period after the date of enactment. Individuals are encouraged to maintain 
c<;mtinuous 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 enrolling 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 limitation. 

s. 	 Comply with all rating reqUirements, including age and family size 
adjustments, within the coverage o.rea. ( Special rules will be established to 
apply to Employer Sponsored Heatlh Plans and Qualified Association Plans). 
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6. Comp~y with enrollment pro:cess. 

7. Comply with financial solvency requirenl.ents, premium and collection 
criteria. (Special solvency rules are established for certain types of plans for 
large employers). . 

E. 	 Benefits Package 
I 


I 

1. • 	 Within six months of enactment, the Commission (described inSection XIV.) 

shall develop and submit to .t~e Congress clarification of the initial standard 
and basic benefits packages.' TIl.ese pw.ckages must adhere to the following: 

a. 	 The actuarial value of the Standard Benefit Package can not exceed the 
" actuarial value of the Blue Cross/Blue Shield Standard Option under 

the Federal Employe~s Health Benefits program. 

b. 	 The Basic Benefit Package must contain higher cost sharing and/or 
fewer categories of benefits. 

c. 	 Both benefit packages must include a full range of medically 
appropriate treatments and preventive services. 

2. 	 Categories: 

The following categories of benefits are to be included in the benefits package: 
• 

a.. 	 Inpatient and outpatient care. 
b. 	 Emergency, including appropriate transport services. 
c. 	 Clinical preventive· services, including services for high risk 

populations, immunizations, tests or clinician viSits. 
d. 	 Mental Illness and· Substance Abuse. 
e. 	 Family planning and services for pregnant women. 
f. 	 Prescription drugs' and biologicals. 
g. 	 Hospice Care. 
h. 	 Home health care: 
i. 	 Outpatient lilboratory, rildiology and diagnostic. 
j. 	 Outpatient rehabilitation services. . 
k. 	 Vision care, hearh;\g aids and dental care for individuals under 22 years 

of age. 
1. 	 Patient care costs associated with investigational treatments that.are 

part of approved dinicallrial. 

3. 	 a. Priorities: 
, 

Within the constraints 6f the actuarial limits set in this act, Congress directs 
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the Commission to adhere to the following priorities: 

1. 	 Parity for mental ht:alth and substance abuse services, which 
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. 

2. 	 Consideration for needs of children and vulnerable populations, 
including rural and underserved persons. 

3. 	 Improving the'health of Americans through prevention. 

4. 	 Medically Necessary or Appropriate 

A Qualified Health Plan shall provide for coverage of the categories of 
benefits described in this section for treatment and diagnostic procedures that 
are medically necessary or appropriate. . 

An item or service is "medically necessary or appropriate" if consistent with 
prevailing medicine standards: 

a.. 	 It is fOf treatment of a medical condition. 

b. 	 It is safe and effective (i.e., there is sufficient evidence to demonstrate 
that the item can reasonably be expected to produce the intended health 
outcome or provide the intended information). 
, 

c. 	 It is medically appropriate for a specific pat~ent (Le., it can reasonably be 
expected to provide a clinically meaningful benefit if furnished in a 
setting commensurate with the patient's needs). 

5. 	 Cost-Sharing 

The Commission shall also develop multiple cost sharing schedules which 
vary by delivery system organization. In making th~se determination:;, the 
Conunission will consult with expert groups for appropriate schedules for 
covered services. This clarification is subject to approval by Congress under 
expedited procedures. 

;­ .~_. _ w"~ 

·.... 1.· Cost Containment 
'. / 

-~ If in any year the Commission is notified by the Director of the Office of 
Management and Budget that the Health Care Reform Spending Estimate 
(HCRSE) will exceed the Current Health Spending Baseline (CHSB) has been 
or will be exceeded in any year, they must submit a report to Congress 
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recommending methods to avoid the fail·sClfe mechanism automatic actions 
(described in Section XII.,B.,3~). This recommendation must be submitted to 
Congress within 60 days after receiving sllch notification. 

Addition~l Commission dutie~ related to ~efining the basic and standard 
benefits packages: 

a. 	 Devetop interim coverage decisions in llmited circumstances. 

b. 	 Design the basic and standard benefits packages to prevent adverse risk 
selection when comb~ned with the risk adjustments called for in the 
bill. ... 

c. 	 May no~ specify provider types when clarifying covered benefits. 

Consideration of Commission Recommendations 

The Commission will have the authority to propose modifications to the' 

benefits package that would not go into effect unless approved by Congress 

under ba:se-closingprocedures. The Commission is responsible for any., v/ 

updates to the benefits packages after the first year and these updates are also 

subject to C;ongressional approval under expedited procedures. fACU"i ..,)i' .~C!-~!;)L. 

ctt:~·~",): tJ.:.. .v0.. ~ lJ ~. • 	 '-:1 

Qualified Health Plans . 

A. 	 AccoUntable Health Plans (UAHPs") 

1. 	 AHPs may include a variety of delivery systems such as indemnity 
plans, preferred provider organizations, health maintenance 
organizations, or other delivery systems. An Atll' is a health plan that 
is certified by the state as meeting insUIance market reform standards, 
health plan standards, quality, reporting standards, and other 
standards. 

2. 	 Standards 

The National Health Care Commission (described in Section XIV.) will 
establish standards for Am's. In addition, AHPs: 

a. 	 Must meet insur.ance reforms described in (C C.). 

b. 	 May not engage in marketing or other practices intended to 
discourage and!or limit the issuance to eligible individuals on 
the basis of health condition, industry, geographic area or other 
risk factors. 
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c. 	 Must make a health plan available throughout the entire HCCA 
area in which it is offered. 

d. 	 Must demonstrate its ability to make available and accessible to 
each potential enrollee in the area the full range of benefits 
required under the standard and basic benefit packages, when 
medically necessary, promptly and in a mariner that assures 
continuity.. 

e. 	 Must pro0de fOF..the application of coverage standards (for 
benefits) which are consistent with the coverage standards issued 
by the Commission and disclosed to plan enrollees . 

. f. 	 Must riot accept enrollment of an individual who is currently 
enrolled in another AHP. 

g. 	 Must make available to nonparticipating providers the criteria 
used in selecting those providers that are permitted to participate 
in the plan. 

h. 	 Must comply with federal information requirements. 

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

j. 	 Must have in place a system of binding arbitration, as defined' by 
the state, for coverage disputes. 

lB. 	 Employer-Sponsored (risk-bearing) Plans 

1. 	 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 risk, . commonly referred to as self-insured .. 

2. 	 Standards: 

a. 	 Employer sponsored pl<ins must meet all the standards for AHPs 
·and insurance market reforms, except they are not required t~ 
take all applicants, and the population served and area covered 
is defined by such an employer's employee population~ 

b. 	 Financial solvency, reserve, and guarantee fund standards will 
be established by the Secretary of the Department of Labor (DoL) 
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consistent with the applicable rules under Part 4 of Title I of 
ERISA. 	 . 

c. 	 The Secretary of DoL may take corrective actions to terminate or 
disqualify an ·em.ployer-sponsor~d plan that does not meet the 
above standards. 

d. 	 The Secretary of DoL is appointed as ~ustee for insolvent 
employer-sponsored health plans. 

C. 	 Qualified Association Plans rQAPs") 

1. 	 Definition: Association health plans that have been in existence for 
three years prior to the dat~ of enactment. .. 

2. 	 Standards: 

a. 	 Must meet all standards for AHPswith the following exceptions: 

1.Spedal solvency requirements will be established by DoL 
. forQAPs. 

2. 	 Must only take any member in their designated 
association. 

3. 	 Requirements for Sponsoring Entity (Association) 

a. 	 Must be organized and maintained in good faith. 

b. 	 Must have appropriate by-laws that specifically state the purpose, 
as a trade association, industry association, professional 
association, chamber of commerce, religious organization, or 
public entity association. 

c. 	 Must have been established and maintained for substantial 
purposes other than to provide the health care required under 
this section.. 

d. 	 Must be; and have been, in operation (together with its 
immediate predecessor, if any) [or a continuous period of not 
less than 3 years. 

e. 	 Must receivet~e active support of its membership. 

4. Treatment of Multiple Employer Welfare Arrangements ("MEWAs") 
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a. 	 In general, upon enactment, a MEWA will meet the standards to 
become either ,a QAP or a certified purchasing group. 

, 	 , 

b. 	 Any M1:::WA that, as of June 1, 1994, has been in effect for not less 
than 18 months and with respect to which there is pending 
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 otherwise meets the requirements of this Act); 

! 

. 	 . I 

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

L 	 the sponsor has made .fraudulent or material 
misrepresentation(s) in the application; 

2. 	 the plan that is the subjeCt of the application, on its face, 
,fails to me~~ the requirements for a complete application; 
or 

3. 	 a financial impairment exists with respect to the applicant 
that is sufficient to demonstrate the applicant's inability to 
continue its operations. 

, . ..' 
S. 	 Treatment of Rural Electric Cooperatives ('"RECs") and Rural 

Telephone Cooperative Associations ("RTCs") 

RECs andRTCs cap. continue to exist if they meet the same standards as 
QAFs; or if they are certified by tl:u~ state as a purchasing gr.oup. 

D. 	 Multi-Employer (Taft-H..~rUey) Plans 

Taft-Hartley plans must meet the same requirements as large employers. 

E. . 	Public Programs 
, . 

Existing public progr<:Uns like Medicare. Medicaid, Depa~'tment of Defense 
health programs, Depar~ent of Veterans Affairs health programs and Indian 
Health Service programs are considered to be Qualified Health Plans for the 
pu~oses of this section: 

F. 	 Pre-emption of Certain , State Laws regulating Insurance Plans 

The follOwing slate laws relating to health plans are preempted for any QH1': 

1. 	 State laws that restrict plans from: 
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a. 	 limiting the number ~nd type of providers who participate in a 
plan; 

b. 	 requiring enrollees to obtain health services from participating 
providers; 

c. 	 requiring enrollees to obtain referral for treatment by a specialist. 
or health institution; 

d. 	 establishing different payment rates for participating providers; 

e. 	 creating incentives to encourage the use of participating 
providers; 

2. 	 State corporate practice of medicine la.ws; 

3. -	 State mAndated benefit laws . 

G. 	 .A~•• D....till•• ~ 

(Y 	 -Right to Self-Determination 

a. 	 Each Qualified Health Plan must notify enrollees of their righ ts 
to self-detern:tination in health care decision-making and of the 
plan's policy regarding advance directives. Plans must 
maintain procedures to requite that the existence and content of 
~n advance directive is recorded in tlle patient's chart (written or 
electroniC> and provide for a mechanism to notify all appropriate 
health care providers of the information. . . 

O.PlallS must provide for educational activities for patients and 
providers and must have a functioning process to provide for 
communication between the patient and the appropriate health 
care provider regarding all aspects of the patient's carc, including 
obtaining informed consent, patient prognosis and treatment 
decisionsJ and the formulation of advance directives. 
Discussions of prognosis and treatment alternatives should 
occur at the time of diagnosi." prior to treatment and whenever 
there is a significant change of status which affects diagnosis, 
prognosis and treatment. 

c. 	 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 

.phYSician's certification indicating that the patient discussed 
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with the physician the diagnosis, prognosis and treatment 
options and th~t the patient's questions were answered. 

d. 	 Decisions by Surrogates 

In the event th'at a state does not have a law on surrogate 
decision-maker for health care decisions, a federal health care 
surrogate standard shall apply. This standard is: 

1. ' A surrog!ite may make a health-care decision. for a patient. 
who is an adult or emancipated 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 available. 

2. 	 ' An adult or emancipated minor may designate any 
individual to act as surrogate by personally informing the 
superv,ising 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 following classes of the patient's 
family who is reasonably available, in descending order of 
priority, may act as surrogate: 

a. the, spouse" unless legally separated; 

b. : an adult child; 

. c. 	 . a pa rent; or 

d. an adult brother or sister. 

3. 	 If none of t~ese individuals are reasonably available, an adult 
who has exhibited !ipecialcarc and conc~rn for the patient, who 
is familiar with the patient's personal values, and who is 
reasonably .available may act as surrogate. 

4. 	 A surrogate shall communicate his or her assumption of 
authority a~ promptly as practicable to the specified members of 
the patient's family who can be readily contacted. 

nI. Large and Small Employer Re~ponSibilities; and Purchasing Groups 

A. 	 Sma.ll Employer PUfch,?-sers 
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1. 	 Definition: employers with 100 or fewer full-time employees. 

2. 	 Responsibilities: 

a. 	 . May not be the sponsor of a risk-bearing plan, but if a m~mber of 
an Assodation may join an existing QAP. 

b. 	 Must provide all employees (including part-time and seasonal) 
with information regarding all AHPs offered in the HCCA in 
which th.e em~.~oyer,is located. 

c. 	 If an employe~ resides in another HCCA, the employer must 
provide information regarding how to' obtain information 
regarding AHPs available in that trCCA. 

d. 	 Small employers must make available to their employees a 
choice of at least three Qualified Health Plans either by joining a 
purcha~ing group or by purchasing through independent brokers 
or insurance agents, one of. which must include a point of 
service optiory if available. 

e. 	 Small employers who contribute toward coverage must pay for 
any Qualified Health Plan ,selecled by the employee an amount 
equal to the contribution they would make on the employee's 
behalf to the health planselected by the employer. 

f. 	 Payroll Deduction. If an employee requests, employer must '. 
arrange for payroll deduction to pay the premiwn 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 deduction may be 
charged to the employee. 

B. 	 Large Employer Purchasers 

1. 	 Definition: emplQyers with more than 100 full·time employees. 

2. 	 Responsibilities:, 

a. 	 . All large employers must offer their employees a choi,ce of at 
least thr,ee AHPs, one of which must be a point-oi-service 
option, if available, and one of which must offer a basic benefits 
package. A large employer may comply with this subsection by 
offering AHPs provided by a single entity. Large employers may 
also meet this obligation, in part, by making available to their 
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employees the . choice of a Qualified Association Plan (see below). 

b. 	 Large employers are ineligible to join the small employer and 
individual purchasing groups or to purchase insurance at the 
community rate either through a broker, independent agent, 
purchasing cooperative, or puq1ic enrollmerit office. 

c. 	 Employees of large employers are also ineligible to purchase. 
insurance at the community rate either through a broker, 
independ~nt agent, pUrchaSing cooperative, or public 
enrollment. offiCe.. . . ' 

d. 	 All large employer purchasers are regulated by the DoL and 
remain subjed to ERISA. 

e. 	 Ii an employer contributes to its employee's health coverage, it 
must provide coverage as of the first day of the month in which 
an ~mployee becomes eligible. Once terminated, coverage 

. continues through the end of the month of termination. 

j 

f. 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 excee,d 12 months, or until the 
individual is reemploye~, whichever is less. 

g. 	 Selection of Plan by Majority of employees. Each employer shall 
make selection of health plans on an annual ba5is. Employers, 
who are not contributing'to coverage, shall comply with a 
selection ;nade by more than 50% of employees. 

Individual and Small Employer Purchasing Groups 

1. 	 Purdlasing groups shall be c.hartered under state law. 

2. 	 MemberShip in these purchasing groups will be voluntary and limited 
to employers and employees of bUSInesses with 100 or fewer 
employees, and to all other non·Medi~aid U,S. citizens or legal 
residents' not employed by a large employer who live in the HCCA 
area. 

3. 	 Nothing shall be tonstrued to require any individual or small 
employer to purchase exclusively through a purchasing group. 

4. 	 Nothing in the A~t reqUires the establishrhe~t of a purchasing group 
nor prohibits the establishment of a purchaSing group in an area: 
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5. 	 Nothing in thi5 Act shail be con5truod from preventing h purchasing 
group from being thepurrhasing group fnr more than onp. HCCA. 

6. 	 .xothing shall be conEt:ru~d to prevent a sti'lte from eStablh,hlng or 
designating .more than oIle purchasing ~I'OUp in a HeCA. 

7. 	 PUIch,lll'iing groups ar.e permitted to Cl.llllract selectively with Qualified 
Health l'lo.ns. Purchasing groups <1re permitted to negotiate a price 
lower than the community rate, i£ so, that price becumes the plan's 
new community ratE;:" Nothit'lg in thi!l; act shall be construed to pnwenl 
tI purchasing gn,111p from negotiatine prices on administrative fees or 
items outcid~ thi!! ,ba;o;ic and 6tand;Hd benefits packago?!'i which may be 
uni,que to the plln::hasing group. . 

D. 	 Allowing Access to Fl!derall::mployee Hc:alth Bcr.efit Pl'oeram 

Any plan uAder the fc:dcr:L\ !':mploy~ Health Benefit plan offered to federal 
employees in a HCC:A must be aVrtilable for purchase by indi\1dual anei ~mall 
group purchaS<'rs in that area. Non-federal employee purchasers sh<\ll pay a 
premium amount based on thl:! local community r~te for that plan, and !haJl 
not be a part of lhe Fl::HB insurance pool. Plans offered nationally through 
l-"'EHS shall not be required'to be open to non-f;:.:deral employee enrollment. 

IV. 	 Nondisairnln.iltion provisions that .apply to all employers: 

/Employers th~t contribute to the purchase of any f'!mployee's health LA.'e Covcl'.::lge 
\ 	 mily noS di.srrim,inate ;)gajnst any emplo~c1?aseu on the etnP-loy~~'s incomc. The 

concern is thlft employers may choose to only conlribute to thG purduse of health 
car~ coverag~ for those employef.'~ that are ineligible for governmei1 t subsidies, in 
cff~et dumping the subsidy-tdi.gible ec\ployeas. 

Moreovf:1ir, the general rule is tl~at employers thilt contribute to Ihe purchlH! of an)' 
iul1-tiIt1~ employee's health care coverage must make an eyy(!l dollar contribution 
to all full-tilne employees choosing to purchase health care cov~rage offered by sllch 
Qmp.loyer. In ildditlon, ~Hlployers that contribute to the p.tlr(hl1~e of any part-time 
~mployee's hcalth care coverage must make iln equal dollar c,ontribution to all pl1rt· 
tim!"! employees choosing to purcn3se health CAre cover4s;e "ffered by such . 
employer. In no eveIlt shall a large empluyer that otherwis<?, l"ontributes be retllJired 
to offer an equal dollilr contribution to ;m ~111ploycc or "ca~h out" tln employt:'!" that 
does not choose tu purchase health Cafp. coverage offered by such employer, 

Special rulJ;?S ifre provided for small employers below; For purpos~!l of parl-time 
employet!'s, a doll~r contribut;pn will constitute all equal dollar contribution if the 
employer ~akcs a dollar c(ln~ribution proportioMk to the T'lUmb(;;!f of hours worked 
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by the pru-t-tlm~ employee. 

The special rul~ !t.r small employer~ is as follow~; To the extent <\ small employer 
rontributes to illI t:mployec'~ hQalth .-are covera~e, rhe er:lployer .cannnt discriminate 
against an emplnyee that chooses [0 purchase ht=.. lth care c:overag~ {!O&l1 other than 
!'luch small el11ployer. However, in no event shall a small employt'f be required to 
"cash out" iUt employee who does not choose to purc~sehQ.3.lth care coV'£rage. For 
example, if a small employer makes;] contriblltion on behalf of a full-time 
cmployet! that chooses a plan the employer Off~fS, it must also 1l\-'lke a. contribution 
to a. full-time employee that chooses .l Qualifip.Q. Health Plan not offered by tM 
empluyer.. Small eInploye.rl:i Jl\ay'i:hnrge a rt:!asonablc fee to CLIver their 
administrative costs associated with withhdding and remilling employee hf!alth 
insurance premiums of ~l1iployec~ not opting for the health Cflre coverage oifl"fed by 
the sUlllll ~mployer. ' 

To the extent an employer docs nor cUll1ply with thQ'Q,!'omli.scrimination rules, a 
peIli~lty will be assess~d for the perIod or time the employer is in noncompliance. 
SlI("h penalty will be equal to $100 for each day, or part thereof, of such perilld. (See 
S~clion 4980S of th~ Tnterncl Revenllr! Code for analogou:. rWes). . 

A full-time employee is defined as an indi ....idual y,,'ho is. employed for an average of 
00 or more hours per week. A part-lime employee i~ defined as an individual who 
is cmployt!d for an average of at least 10 hours pt~( w~k, but lQSS th'lll 30 hours per 
w~k. All individu.u does not quaJif'y ,,5 a full-lime or part-timl:.' t?mployce until the 
individual has been employl:.'t.l (or "ix montM (i.t":., sel1.5onill employel"!~ are not 
treated as piU't-time cmploy~s). 

Singl~employcr and multi-employer bona fide! collectively ba.rgdlaed plQnc artl 
eXQmpt [r,om these nondiscril11inati<?n rules. 

Assislance to Individuals and FOlmiliell for the Gcn~ral Purchase of Inswance 

A. 	 Eligibility: 

bldivid\lals dud lor filmJ.lies not otherwise eligibl(:! for Medicare or Medicaid, 
whose income i~ less than 240% ()f the federal povt::rLy level will be ~ligihle for 
... Voucher for the. purchase of a Qualified Health Plan. 

B. 	 Am.ounl of Voucher 

1. 	 For individuals and families with incomes leso than ~OO% of gover!! 
the vouch~r willl~ equal to 100% of the average preriiJUm of the 
lowest 2/3 of Qualified Health Plans offered in the HCCA in which 
they residp. or work. 

1/ 
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for indi'll'iduai~ and famili~s with income above 100% of the federal 
poverty lew\. the Vouch;'!f amount will be decr(l~j;~d on a Sliding scale 
hil~is to 240% ()( the federal poverty h!vl?l. .' 

Ph3Se-.in Schedule for Vouchers 

Vouchers will be phased-in at lhe bcginnins of eOl.ch year <;mder tho 
fullowing schcduI~: -- ":- - ___ 

Calendar Year P~r.(entage of povert;-"" . 
f'~1'i' 

1997 90% ~ , I 

1998 120% 
1999· 150% 
2000 180% 

, 2001 	 240% 

D. 	 Administration of Vouchers 

1. 	 The Secretary of HHS will <.~iablish a mechanism for , 
determining p.Iigibility for vouchers, fur distributing i:Ipplic:aUon 
form:;, and to the extent practicable, tor allowing enrollment in a 
Qualified Hp.aJthPl~n at the time of ;;Jppliclltion for ~ubsidy. 

2, 	 The Secr~tary may pruvide tor aChltinbtrlltion of Vouchers thn>llgh an 
:lppropri<lte St:lte agenry. 

Asdstance to Individu.1ls and r3IIliljes -- Expanded Tax Dedudibility 

(Oescrib~d in Sectjoll XIII.,B.). ' , 


VU. 	 Expanding Access Cor UnderserVed Populations 

A: 	 Community-Based Primary Care Grant Progr:1m. 

1. 	 ThTe! grant progI:ilms would be estublished to promote community 
health plans and pr;).cticc nertNorks. 

<l..fhe HHt:; Secretary t.lJil1 establish iii. program to adUlinizter grants 
to tht<! states for thE! purpose of cI~"'I;n8' or cnhwdng 
community-based primary care entities that pruvide services to 
low-income or Im:dicl1l1y underserved populatiuJ.ls. 1his 
provision is desjgn~d to compl€'ment the existing federal 
Community and Migrant Health Center progrnUlS by maklng 
Oexible hmding a'lailab,le to IOI~al public h~~lth departments, 
rural hospitals, and other puhlie and pr1val~ community (;.Jre 
entities. . 
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b. 	 The Secretary o{ HHSmay make grants to and enter into 
(ontracts with consorti.l of pllblic and private health care 
providers for [Itt: devdopm~1l1 of qualified community hl'alth 
plans ~nd pr<lc:tice net....'orks. The ~ret<iry will give prt::Ct:"rcncc 
to plilM ~n.d lIei:Works with three or morE! categories of providers 
such as EACH/RPCBs, MAFs and ocher rmal hospitals, migrant 
health centers, community health centers, homeless he,dth 
services providers, public hou~ins providers. family planning 
clinics, Indiall,health programs, maternal and child health 
providers, feder-ally qUAlified health c~nlers and rural health 
clinics, l>t;:.le and local h~althdcpartIIHmt programs and health 
proft'issionals an.d inl>titutioM providing sen'ices ill nne or more 
Health Professional Shortage Are~s (HPSAS) or to medk<llly 
undpfserved popul<ttions. 

c. 	 loallS and loan ~\.1ari:1lltees for capital costs would be authori.l!o!d 
for: t'he dc\'eloprm~nt of qurui£lP.d commuruty henlth plans or 
pradice networks. 

B. 	 F.nhanc~d Assistance: for Fedl!.rally Uu31ifi~d Health Centers, 

1. 	 Expanded resources \<'-m be provIded i,or the Fedenlll)' Qualified Health 
Cpnters;' ' 

2. 	 This provision is intended to Lomplcment the state-baEed I.:ommunity 
primary care ~r4nt program d.,..:cribed above, Both provisions are 
aimed at add(l:~ssing the shrinking ll'/ailabi!jly of pnmary ht::~1th co.ro 
5ervices in thp. country's rural and inner-city communities. 

T;tx Incentives fot Practice in Ru'nl, Frontier, and Ulban Understrved Areas 
(As desaibed in Section XlII" D.> 

D. 	 D~velopment of N,dworks ot C"re in Rural and Frontier Areas 

1. 	 The HHS S~cret(ll'y is aulhorized to w~i\'e ccrtaln M~dka.re and 
MQdir·~jd requirements (or demonstralion projects to operlltc rural 
h~alth networks. Public and prlvat'!entiticc may -'pply for such 
waivp.rs. The Secrelflry may award grants to assisl organizations in 
rural networks planning. 

2. 	 The Secreta.ry will conduct a study on the benefit~ of developing a 
supplemental ~ne!it package and making available premiums that 
will impro,,'~ a(C~5S to hQalth"~I-vices in rural ~ ..eas. 
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E. 	 Grant Program for Low Interl:'st lOClns for \:apilal Imptovt?ment in Rural and 
LTnd~rscrved Arus 

T.oanS nnd lO<l.Il guarantees for capital costs would be authorized tor lhe 
developmellt of qualified c~mmunity health plans or practice networks. 

F. 	 Office of the Assistant S~CIetary for Rural Health 

Undi\!r 	thi!; provision, 'the pOSitiun or Director of the Office of Rural He~th 
would b~ elevated to tht'! position of the Assista.nt 5€cret.lIY fur Rurnl 1i~alth. 
The mhsion of tht! offke ""'ould bE! expanded to include <ldvlsiHg on how 

,heall'h r.are reform could impact rural Clreas. 

G. 	 Ruxal and Frontier Emergency Care 

A rural cmergew:-y medical s€rvices progr::lm is establish~ to improve 
f:!1l1ergency medical seMces (EM5) operating in rural and frontier 
communities. Tl1is pro~am will: 

1. 	 O({er a 'l\atching grant program for improving statp. EM~ serviclo!s. 
ThQSfl grants\'vill encourage better lraining for h ..:alth professionals and 
proville neces!:ary technicill assist<! nee to publk tlnd private t:.'ntitie5 
whkh provide emergency me~kC11 ,erviC9G; 

2. 	 Provide tederal ~ldnb to state\< Ibr telecommunications d~monstration 
projects linking rural .3.nd urban health care facilities; 


-

3. 	 'Estab1i:;h an Office of Emergl>.ncy Medical Sen-iccs to pr<'l\!ide technical. 

asslstnnce to stale r.:~r1S progr;"ms; 

4. 	 Federal grant !'iupport wm 1I1so be provid~d to the state~ {or the 
devclopmt!nl of air transport systems to t!nhancc access 10 emergency 
medical services. 

H. 	 Medicare Oepenutnt Hospitals 

1. Modify Payments to Medicare, DeplOlIIlent Hocpit<l\'; in the followi ng 
mann~r: 

a. 	 base paymt!lll!'i on il 36 month period beginning with thl? first day 
of the: cost rt:porting period that begins on nr after April 1, 1990; 

b. 	 cnnforll1 target amounts to extensIon e,( additional payments; 
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c. . 	 darify of updates; and. 

d. 	 would extend M(~dicaTe-Jerendent hospital classification 
through 1998. 

2. 	 Would establish a demonstration project regarding payment to larger 
Medicar4!! dependent hospitals. 

EACHfRPCf{ rrogram Improvements and 'Exlension to aU States 

1. 	 Expands the EACII/RPCh program to all states. 

2. 	 Rural community hospitals meeting eligibllity crit~ria may qualify as 
. Rural Emergency Access Comml.lluty Hospitals (REACHs). 

3. 	 Current special relmbur!;emcnt to small rural Medicare-dependent 
hospitals enacted i.t\ Omnibus ~udget Reconciliation Act of 1989 is 
extended. 

4. 	 Modify provisions that relat~ to hospital inpatient sE:ifvices in a Rural 
Primary Care Hospital so that: . 

a. 	 a RPCH ..cannvt have more than 6 beds; 

b. 	 the RPCH canuot perIoTI;l surgery or any sen'ice requiring 
general anesthesia (unless the risk or transferring the patient 
outweigh th':l benefits); 

c. 	 the Secretary can terminate. the RPCH det;ignation 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 oth2r emergency conditions 
are not included in the caLcul<ltionsi 

d. 	 the GAO must 5ubmit a report determining if the revised RPCH 
criteria haye resulted in RPCHs providing patient care beyond 
their abilities OT have lim.ited RPCRs' abilities tv provide needed 
services. 

5. 	 DeSignates EACH hospitals so that; 

a. 	 urban hospitals can be designated as EACHs and dv not need to 
meet the 35 mile criteria, but do ha...e to meet all the remaining 
criteria. Urban EACHs would still be subject to th~ Medicare 
Protective Payment SY:item; and, 
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b.. 	 hospitals located in adjuining states and otherwise eligible as 
EACHs and Rl'ClIs Ciln participate in a state's rural nealth 
network and these hospilaisor fadlihes are permitted to receive 
grants. 

6. 	 Permit Rl'CHs to maintain swing beds in a Skilled Nw-sing Facility 
e.'l(c~pt that the number of swing beds may not exc~d the total number 
of smng beds established at the t.i:me the facility applied for its RPCH 
designation. Beds in'a distinct-part Si\TF do not count towards the total 
number of swing bed~.: . 

7. 	 Extend the deadline for the uevelopment of prospedive payment 
system for inpatient RPCH 5ervices to January I, 1996. 

8. 	 Clarify that physician staHing criteria only apply to doctors of medidn~ 
and oste-opathy. . 

9. 	 Adop.t technical amendments relating to Part A deductible. coinsurance 
and spell ofiUness. 

10. 	 The Dl:!par!:mcnt Qf Justice and Federal Trade Commh>sion would be 
ix;structed to issue formal guidelines for EACH/RPCHs. 

11. 	 The Secretary would be permitted to desig~ate an unlimited number of 
RPCHs in non·EACli states. 1~he RPCHs mu~t establish reliltionships 
with a full-service rural ho~pit31 that meet the s<'Ime criteria as EACHs 
with the exception or the ait~rja thilt thE: EACH 'have 7.1 beds. 

12. 	 HHS would be required to conduct a pilot program that would allow 
RPCHs to admit patients on a limited DRG basis instead of using the 
72·hour average length of stilY crjreria. 

13. 	 Codify the MAF requirements into Medicare, allowing Medicare to 
reimburse on a cost ba$is those facilities which meet the M.A.F 
requirements. 

14. 	 Develop a sran~ program for states that operate MAFs.' The graM 
program would be modeled aft!'!! the EACH/Rl'CH program. 

J. 	 Extends the Rural HuJth Transition Grant Progr<lm 

Extends the program through FY 1998 with authorized appropriations of $30 
million annually, FY 1993 • 1998. Reports (rom grantees would b~ required 
every 12 months. As of October 1, 1994, RPCHs are cligibl~ for rural h~aJth 
transition grants. 
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1<. 	 Increases rc:!i.mbuf;<;tmcnt to PAs and Nl's undeI Medicare 

1. 	 Certified Nurse Practitioners and Physicians Nisistams would be 
reimbursed at S:;,% of rht: RBIWS ratp for services performed in all 
outpatient settings. ' 

2. 	 Under Medicare, cenifip.d Nurse Practitioners would be roimhursed at 
65% of thli! RBRVS rate for assiGti:ng at surgery in 'urbCln areas. 

3. 	 States would be requiXed to direLily reimburse all certified Nurse 
Pradirioners in a rural area untie! Medicaid. This expands the current 
requirement chat all states dirl?t:lly rcimbursl'1 pediatric flnd fClmily' 
Nurse PracCitiop..,rs, which Biv"'~ states the option of din?l:tly 
reimbursing other types of NP.~. 

Telemedicinc';md R.ela~ed Telecommunicat1ol1!o Technology 

1. 	 Coordinate> various fedl:!ral grClnt proerarns which fllndtelcmedicine 
and related telecommunlcdlions demon~lrations anu ~ant pro~ra1'l1S. 
This provi~ion estilbli$hes a [eder~ interagency task force, coordinated 
and. chaired by the Depilrtment of H€iilth a~d HUman Services, ",ould 
'be ~6tablished to oversee telemedlt:iIle and other ldecommunkations 
dcmon>tration projE:!<.:iS already underway. 

2. 	 A grant program· would be establ;shed to {uno t€!lemedidnl::! iind rdated 
tel~l:ommunicatlons technology in rural area~. The program would b~ 
administered thT(lU5h the i\sdshnt Secretary for Rural H.-alth. 
Applicant5 for the 8rant would be rural health care provfdt::.l5 ,uch .as 
r1lr41 referral centp.rs. rural health clinics, cummunity ,h~ahh centers, 
migrant h€3.1th c.en ters, area -health and edw:arh)l\ centers, lO~1I.1 health 
d~piU"tments and public h05pit<11:-;. 

M. 	 N3tional Health Service Corps 

1. 	 Fully funds the National Hpalth Service Corps program and require 
that at least' 20% of thosq ill Ihe Scholarship and Loan Repayment 
Program be qurses .lnd phy.'\iciilns assistants 

2. 	 Rcauthuri7.e the Community ~cholarsl,ip Progr4m. Tn addition, the 
criteria ful' ~electing students :;hould hI!! modified and a 15% , 
admini5lration fee fur those agcnclp.!> administering the scholar$hips 
should be estilblished. . . ­

N. 	 lndian H.'alth Rcfonn Amendments 

1. Indion HQ~1th Service remains as a provider llE health care for the 
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Indian population. 

2. 	 Reaffirms C'JIrent federal policy of guaranteeing that Indian Tribes 
shvuld be el1g1bl~ to c.pply tor ~11 a.ppropriated funds dnd grants created 
under health reform legislation, at levE;!ls not less r!litH ~y other 
qualified entltie~. This provision is simply <l reaffirmation of C\lrrent 
Federal policy. 

3. 	 Requires the As.sistan.t ~..,.etary for Indian Health to esti:J.bl1sh .. new 
{annul." for the distribution to tribes of all new funds that bt:tcome 
a.vail.lble !<'Ir he~lth c~te initiatives alhi programs under health reform. 
This formula. would consider· diff~rr;>nces in lu<:al resource!', lltatus of 
heillth, sod\.)cconomk ~tatu5 of TrilJ.a1 people, and 
facilides/eqwpment(!'itaIf that ano! available. 

4. 	 Retains Indian eligibility under LlJrrent taw fm additionall~nefits. 
Under thi~ provision, whatever c0mprehensive benefits one accrues 

. through 	hew.lth rto!form lcgislaUolt, Indians would not los~ any current 
benefits. Such. benefits include all supplemental benefil~, iluch u 
envimnmental health, mental health benefits, and akohol abuse 
treiClment. 

a 	 Study on Access.in Underserved Areas 

The Office of Technology Asse~~mcnt (OTA) will conduct a study on 
improving ~cces;s ill undcrserved areas. 

VTII. 	 New Home and Community Based tong Term Care ProgIam 

A. 	 General 

EstabHshes a ne....; capped program in the Sod'll Security Act to provide 
home·and community-based services for oldfo!f Americans and 
individuals .....ith disnLilities. The program is a.dministered by the 
States with federal matching payments for ~ervices prOvided. Tot::! I 
funding is capp~d; ~nd there is no individuaJ entitlem~nt to services 
under 	lhis program. 

B. 	 1:ligibllity 

The Secretary will issue rp.gulation establishing uniform eligibility 
criteria and a$sessment protocols. In order to receiv~ benefits uncler 
the pro~ram, an indivIdual mU5l be dl:'termincd eliesible: must Ullriergo 
a st:.tndard it.~d as!;essm':-nt and havt:: a individuall7.ed plan of care 
d~v~lop~d. To bQ elieibJe. iln individual must be ill one. of the 
following categories. ·me fir:.;t lhree categorip.!: apply to individlla15 of 
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;Ill I2.ges; thQ final category nFplie5 only to childrell under age ~ix. 

1 l{equIre:o; hands-on ('11" stand·by personal assistance supp.rvision 
or CUl?S in three or !liVre of five :.Ir.tivitief> of daily living: eating 
d.ressing bathing, tnileting, an.d transferring in und om u( bed. 

2. 	 Presl::'nls eviden<.:e of severe cngnitive or lJ\entill impilir:ment. 

3. 	 Has ~evcre or profound m~ntal retard;.! riOH. 

4. 	 Is IInder age six and would olherwise require hospit'll or 
in.'ilitutfonal ctlre for a sevl?re dis.:lb1lity·or chronic.: medical 
mndi tion. . 

1. 	 At <l minimum, a state' . .; array of services musl include personal 
assistarlCp. (ooth agl:H1C]' admini£tered and consumer directed) for 
every eligible category of partidpant. Services may include, but 
are not limited to: case manag~ment, homemaker and. chore 
1l5sistanc:e, home mOQificlltioru;, respite services, a.s5istiv~ 
techMl"gy, ~dult dcty services, h~bilitation and rehabilitation, . 
:;uppor!ed employment, and horne health ~~rvices. 

2. 	 Services may b~ rielivere.d ill ~ horne, :\ range of community 
residential awmgements, vI' outside th~ home. Servke5 may 
not be proVldt::d in Hcon,e.] nursing homes or int€nnediatc car~ 
fildlit~cs (or the mentally retarded. 

D. 	 Cost Sharing 

J;Ugible individual.!' with incomes over 150% of the federal poverty 
le.v~l pay co-insurance to cov('r <4 portion or the COGt of all ~rvices thl'.y 
rec(:'ive according to Cl 5Jidinb scale. Persons wHh incvmes between 
150% ilnd 200";' Of the foderal poverty level pay 10% of the cost of care; 
be-tween lOO% ilnd 2::;0% of poverty 20% ro-insuranCl'~; and per£or.!> with 
income. OVQf ":;0% of poverty pay a 25% c:o-in$urancfo!. 

E. 	 State Adminl~tration 

Each stare must have iiJ1 approved plan. which ~pedfics: adrnini::ltering 
.agency nr agencies; scrvi.:es to be cu\fered, and how the needs or all 
type:; of eligible individua15 wUl VI? met provide a plan for making 
eH1Jibility d0u~fntinatLom;: provide informatioil on how the !"itate ,~11 
develop ca,re plan ..., (;oordinate sf:![vices, rei.mburse providers and plans, 
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,,-dminlster vouchers or c(lsh payments, license or cerlity providers. In 
addition, the !;tate must devalop d :ly~tem of determining allocalion of 
rcsourc!:'s and how the nc'4' program wieh be integrated with existing 
long-ti>rm care pro!;;~·o.m::;, .ll\d must ilssur~ that low-income per50ns in 
the progr<l.lTl is at least equal 10 th~ pruportion of luw·-incom.e persons 
ln the $ttlte's p<)pulation.. 

F. 	 Quality Assurallce 

Slates <U'e responsible fur developillg c:ompreh~nsive qUality a~surance 
prngrOlms tllllt monitoi:'h~alth tII'Id safety of participants a.s well il5 . 

ilssure that sp.rvic:cs ar~ or the highe::sl quality. States must. 4evelop, for 
federar apprn\'~l. quality assurance systems rhrtl indude consumer 
!;atisfaction .surveys. In addition, consumer ad visor)' gTOUpS are 
expoctQd to playa StrOl18 role in A55uring and enhilnc1ng quality. 

G. 	 federal Matching Payments to States 

A federal ma.tching payment will be mad@. to statelli based on th4'l current 
Medicaid match 'rate plus 28 percentage points. Fl:IdF;ral matching 
percentages can be no less than 78 per('t~nt a.p.d no more than 9S percent. 
No federal matcll~ng payme::nt.~ will ~ made once the cap is r~a("hed. 

H. 	 Fundin€'v Allotments to States 

For f~deral Fiscal years 1996-2002 - No federal funds u.llocat~d. 

IX. 	 COST CONTAINMENT &; CONSUMER l'ROTECTION 

A. 	 Hig.h Cost Plan A.$scssment 

(describ~d in Sedion XIII., AJ 


B. 	 Medic&ll Liability Reform 

1. 	 Alternative Di!lpute R~50lution 

a. 	 No health C.ll'e rri~lpractice action may be b"ought in court until final 
fQs;r.llution of the claim und~[ an alternative di5put~ resolution (ADR) 
nlethod adopted by the Stat!:." from mod",l" developed by ,the Secretary of 
H:HS, or develt)ped by the )otate and approved by the SeO'ctary C,.)f I II IS. 

b. 	 Ii the party initiAting court ilction following the ADR receives a worse 
result wIth respect to lirthility or a level of damtigp.s 33 1/3% below that 
3.wardpU in the ADR,' that party must pay the costs I'lnd atturneys fe~ of 
the (Jth~r party incurred $ubseyu~nt' to the A OR. 

I 	 . 
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Nnn.economic damage~ ilWllrded t.) a plaintiff in a health care malpral.:tic:e 
claim or action may nor t::A,eed $250,000, inde)(~d for inflation.' 

3. Several Liabili ty 

The liability of €3ch defendant ill a health care m;:.,lpractice action for non­
economic and punitive damages will be b;;,st::d ~n each defendant's proportion 
of respon:,;ibility for the claimant's harm. ' .•.. .' 

4, Puniti v~ Damag€.'!' 

S.av€'rtty· five percent of punitive damagf! aWilrd!i will be paid to the. state in 
Which the actIon is brought ilnd 5uch {Ilnds will be used ior,prO'ltider 
lic:ensing, di~cjplinary acti vities 3.nd YlJdlity :u;n l ".1llce programs. 

5. Stat,ute of RE-pose 

A twenty year statute of repose will be applied lo health c<lTe malpractice 
actions. 

Lawyers may not charge COnthlgency fo~s ereater than 311/3% of the first 
$150,000 of the award in a hl:'alth care malpractice acLirm and. 2S'ln of c.mOlU'lts 
In t'!xcess of jl~O,OOO. C.llcuI .. lion of permissible "contingency fe+:s is b(lsed on 
after tax amOur!ls. 

7. Limited Preeillption 

Slate laws th4t have higher limits on attorneys f~s and non-economic 
uamages art;! preempted. State lawl) that provld~ for longer ~tfltute5 of repose 
are preempl~d. Does :not preempt tho.''ie laws with lower limits on attomeys 
fees ilnd non-economic damages ar~ preempteu Docs nor preempt statl: l~ws 
with ShOTt~r statut~s ofrepo:.;c. 

C. Adminidr.ativc SirnplHlcation and Paperwork Reduction 

lmplements (l national health information network to reduce the bU1J<!n of 
administrath'e complexity, F''''per work, and cost on the health care systemi to 
provide the informiltion on (;(lst and quality necessary for competition in 
hl::~lth carei and tv provide iIdormation t(JOls that alluw improv!:!<.l fraud 
uetection, Oltt('omes rczean.:h, and quality of care. 

1. Natic.!l1al Health Information Ndwork 
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Rl?quircs the Secretary of I-TIiS to implement a national h~,>t Ith 
inr()rmOltion n~twork by ad"pting st<'tnd<ll'ds for:' 

a. r:epresenting the content and format uf health infllul1ation in 
both pdp<rr ~nd electronic forms,. 

b. transmitting iuf()rmation ~Iecttonfcally. 

c. conducting tn!.l)~actions using thhinformatlon, 
, , 

d. certifying pllblic or priilale entiti~ to perform the interml::diary 
functions which impl('!ment the n~lworl<, 

,!, monitori",g 'performanc:e to assure compl1ance, 

f. ~tabli$hing procedure, for adding codes to previously a.dopted 
stand.nds, 

g. making changes to previously adopted ~tandard5J aJld 

h. developing, testing, and adopting new standards. 

2. Health Information Ad.visory Commi.,iol1 

In carrying out duties um.ler this p.. rl, the Seo-dary would consult with an 
A,d.visory C()mmission c::onsisting o[ 15 members from the j-Jdvc.tc soctor with 

, expertise a.nd prac:t.\c;>.j experience in developing and applying health 
information and networking Sta.ndards. The 'members w ..;uld be appointed by 
the Prt.'$ident 3.nds~rve staggered.1 year term~, and would include pmviders 
and consumers. 

3. Requiremenl<; for Qualifleu Ilealth PLms and He.llth Care Providers. 

All Qualified Hf!alth PIll.ns, InCluding Fedp.ral and Stat~ plans, and a.ll health 
care providers would be requir<'!d to comply • ...'ith fedp.Hi.! standards. for 
fUll1111tting information and ",lectTonic transactions .. 

The Secretary Ulay reqUire transtlctio,ns to be consist",nt with the goal of 
reducing <!(\ministr:itive C('l:o;t,:;. In additiun, certain standard data must be 
made available electronicallv on tho? health information network to 
authorized inqulrie,. Other'rcquir';-l1,\ent$ for elt::ctronic information., sllch a5 

quality relo.tcd iruoTlnation, may he specified in other part;, of the la.w and 
wO'I~d be put throlieh the same standards ~tting procedure before becoming 
Teqwred.· .. . 
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1. 	 Accessing Health Information 

A, 	 TI1P. Secretary would e,cliibli5h technicill standards fur requestIng 
s;tandard health in/ormation from partic1pc..nt3 in th,:. hell1th 
InformJ.tk,(\ network which aliSllre that a request for heo1th 
infonnation is 3.uthorized unUp.r fcder<>1 privacy provisions;. 

b. 	 The s<>cretary would e:;tabH$h st,llndards for the appropriate 
release of health informatiun to researcher:; anLI government 
agencies, includfn~ public ht:illth agende3. The 5P.crctary wOI.lJd 
establish standanls for the electronk identificlltlon of a reqllp.st as 
on~ ,,:hkh coml6 from a ~r50n authorized to receive h~i'llth 
infoT1~\ation under federal privacy provision.s. 

1. 	 Preempts state "Quill Pan" Taws, including provisions 
that recluire health records 10 be maintained in written, 
rather thiln electronic, form. 

2. 	 Est.:J.bHshes a Heillth Securi [y Card for which the Secretary 
",,·ould determine .. standdJ"d formi:lt and whic:h includes ~ 
form of the social securily number Lo uniqul:!ly identify 
li:!rtc.h individuaL Using this !:tandard, health plan:; '\.·lill 
hsue cards to individu ... t enrollt:'e.s, 

3. 	 Expects parficipants to comply with st.lnt.hu-d3 c.nd 
!\Ubml£.sion, of required transadion5 within a reasonable 
time unle~!'i ~pccificaliy cxCludeu or ',,'aiwd. The Se((~ta.ry 
would impose il penalty of nol more than $1,000 for ~ac.h 
violatioll of health Inform:l.tkHl network standards and 
requirElnt..,nts. Addition.).l pIo!naltics are imposed for . 
violation o'f !eder.u privacy provisions. 

4. 	 Pr~vents the loss of health inIormatir.lI\ due to bankruptcy 
of a health information network plmicipant, provi5ion 
would be made. (or the rescue a,nd reassignment of 
lnIof!nation held by persom:; ....,ho cease to function in il 
m.anner that would threaten the cUl1tinuous nvailabil1ty 
of their infofIJlation. 

S. 	 Allow::: the ~cretary may mClke grants for d~monstratlolls 
projects to promote the development and m;~ of 
electronkcdly inte~rated, commllnity-bas;,.>d clinical 
informitlicin systews a.nd computerized prtlient record 
:;ystems. 
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6. 	 Repeals Medicare and Medicaid coverage data bank. 
Section 13581 of Part V of OBRA 93, which requires the 
establishment the Medicare and Medicaid Coverage Data 
Bank by adding Section 1144 to Part A of title Xl (42 U.s.c. 
1301 et seq.), would be repealed. Its function would be 
replaced through the requirement on all health plans to 
ensure the electronic availability on the health 
information network of standardized enrollment and 
eligibility information on every covered individual. In 
additionl certified health information network access 
services would be capable of performing automated 
electronic coordination of benefits and responding to 
queries from health care providers and health plans, in 
standardized. transactions as defined by the Secretary, 
regarding the enrollment and coverage for any individual 
under any health plan. . 

5. 	 Effective Date 

A timetable of effective dates would be included which would specify when 
~ach 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 required. 	 . 

D. 	 QUALITY 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 quality 
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 certifying authorities in states. This title also 
provides direction to the Secr~tary to improve arid expand the capability of 
H.H:S to support and encourage research and evaluation of medical outcomes. 

Standards and Measurements of Quality 

The Secretary, in consultation with relevant private entities, will develop 
quality standards 'with which all Qualified Health Plans must comply. These 
standardsare designed, to improve the'data available upon which to assess 
quality and the processes by which quality care is continuously improved. 
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The Seaetilry will ;tuuy the cilpabilitil'~ of entities within its Jur.isdiction to 
accomplish th.e::;c goals. The,authority uf IIHS will be expanded to include: 

1. 	 sel ting priorities for :JtrengthQnille the medical research basI:::'; 

2. 	 supporting reSQ;f(ch and evaluation on medical effectiveness through 
tt!!dmology aS5l:!SSment, consensus development, outcomes nasearch 
and the use of pr~\.tice gu1delll1p.~; 

3. 	 conducting effl:!ctiven~5s trinls in col1aooritlion with medical specialty 
~ociedes, mP.dical educator:; alld qu;!lifleu health plans; 

4. 	 maintaIning i\ de3.rinBholl~e and other registries on dinical trials and 
• outcomp.s resetll'ch dat~; 

5. 	 assurine; the systematic evaluation uf exl,ting and T1PW trea,tmcnts, and 
diagnoslic technologit'~ in an effort to upgrade thi.! knowledge bast' (or 
clinic.. l decision making lind policy choice; 

6. 	 dt'~igning il11 interadive, comput~d7ed disseminntion 3ystem of 
iufonnation on outcomes rcsearcll, practice gUideline:;, and other 
information for ,pwviders. 

, E. ANl1·FRAUD AND AD USE CONTROL PROGRAM 

This subtitle establishes a stronger, hetter coordinated federal effort to combat 
~aud ana abuse ill our hc:!.lth car.;- !>ystem. It expands criminal and civil 
pemaltic!3 for health care .fraud to provide i stru!18er deterrenr fo the billing of 
fraudulent claims ,and to eliminate waste in our health care ~.fste.m resulting 
[rom such practice~. It also sl:!eks to deter fraudulent utilizathm of heaJth care 
services. It would: 

1. 	 Requir~ the. HHS. Secretary and Attorn~t General to jointly establish 
and coordinate a natio1'l.<'I1 hea.lth care fraud program to combat fraud 
and abu~e in government and Qualified HeaJth Plalls; 

2. 	 Finill1ce the anti-fraud efforts by s""Uing up an Anri-Frilud ilnd Abu:.e 
Trmt fund. Monif:>s (rom pcnalti4:.'s, fines. and damages ilssessed f~1r 
hp.alth care fraud are dedICated tu (he Tru:;t Fund 10 pay for the anti ­
fraud efforts; 

3, 	 Increllsc and extend Mcdicar~ and Medicaid civil money and criminal 
penalties for fraud to all health care programs; 

4. 	 Bar provid!>T~ convicted of heaJth care fraud fdoniec from p~rticipating 
in rh~ MP.dicare program; 
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5. 	 Require HHS to publish the names of providers and suppliers who 
have had final adverse actions taken against them for health care 

. fraud; and, . 

6. 	 Establish a new health care fraud statute patterned after existing mail 
and wire fraud statutes under Title XXllI of the Criminal Code and 
allows for crim.inal forfeiture of proceeds. 

X. REFORM OF EXISTING PUBLIC PROCRAMS

J. Medicaid ' 

1. 	 Integration of Medicaid beneficiaries into Qualified Health Plans 

a. 	 The Secretary shall make recommendations on the integration 
of AFDe and non-cash recipients into the community-rated pool 
and into Qualified Health Plans. The Secretary's 
recommendations shall address: 

1. 	 the impact on private health insurance premiums, 

2. . th~. administration of subsidies, 

3. 	 the adequacy of services for Medicaid recipients and the 
need for and structure of 'WTap around services. 

,2. Ne\'i State Option for Medicaid Coverage in Qualified Health Plans 

States may give their. AFDC and non-cash eligible beneficiaries 
(excluding medically needy) the option to receive medical assistance 
through enrollment in a Qualified Health Plan offered in a local HCCA 
instead of through the Medicaid plan. 

a. 	 The state may not restrict an individual's. choice of plan and is 
not required to pay more than the applicable dollar limit for the 
HCCAarea. 

b. 	 The number of individuals electing to enroll in a Qualified 
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. 

3. 	 Limitation on Certain Federal Medicaid Payments 
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Federal financial participation for acute medical servicesl including 
expenditures for payments to Qualified Health Plans, is subject to an 
annual f~deral payment cap. 

a. 	 The cap is determined by multiplying a per capita limit (defined 
below) by the average number of Medicaid categorical 
individuals entitled to receive medical assistance in the state 
plan. 

b. 	 The per-capita lir:nit for fiscal year 1996 is equal to 118% of the 
base per capita funding amount (determined by dividing the 
total expenditures made for medical assistance furnished in 1994 
by the average t9tal number of Medicaid co.tegorical individuals 
for that year). 

c. 	 After 1996, the per-capita limit is equal to the per·capita funding 
amow1t determined for the previous fiscal year increased by 6 
percent for fiscal years 1997 through 2000, and 5 percent for fiscal 
year 2001 and· beyond. 

d. 	 Expenditures for which no federal financial participation was 
provided and disproportionate share payments are excluded 
from this calculation. 

e. 	 States are required to continue to make eligible for medical 
assistance any class category of individuals that were eligible 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 
primary care case management (PCCM) providers. 

h.An at-risk PCCM provider must bea physician, grQup of 
physidans, 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. 

c. 	 Qualified risk contracting entities must: 

1. . . meet federal organizational requirements; 

2. 	 guarantee enrolled access; and, 
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3. 	 have a written contract with the state agency that includes: 

a. 	 an experienced-based payment methodology; 

b. 	 premiums that do not discriminate among eligible 
individuals based on health status; 

c. 	 requirements for health care services; and, 

d. 	 . deIailed specification of the responsibili ties of the 
contracting entity and the state for providing for, or 
arranging for, health care services. 

d. 	 Meet federal standards for internal quality assurance. 

e. 	 Enter into. written provider participation· agreements with 
essential community providers; 

1. 	 States are required to contract directly with essential 
community providers, or at the election of the ECP, each 

. risk contracting entity may enter into agreement to make 
payments to the es:?ential community provider for 
services. . 

2. Essential community providers include: .. 
a. . Federally Qualified Health Centers, 

b. . Public Housing Providers, 

c. 	 Family Planning Clinics, 

d. 	 AIDS providers under the Ryan White Act, 

e. 	 Maternal and Child Health Providers, and 

f. Rural Health Clinics. 

B. 	 Medicue 

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

34 



care. 

2. 	 Beneficiary opt-in to private qualified health, plans. 

a. 	 Medicare beneficiaries may opt into a qualified health plan in 
their HCCA. 

b. 	 For fndividuals choosing an AHl',Medk.are will pay the federal 
contribution calculated for Medicare risk contracts. Individuals 
are responsible for paying the difference between the premium 
charged and the federal contribution. 

,. ... 

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

I 
3. Medicare Select 

a. 	 The Medicare Select program would become a permanent option 
in all Sfates. 

,b. 	 Medicare Select policies will be offered during Medicare's 
coordinated open enrollment period. 

c. 	 Plans may not discriminate based on health status. 

4. 	 Medicare Risk Cont~actProgram 

a. 	 Medicare health plans must meet Qualified Health Plan 
standards and cover all Medicare benefits under a risk contract 
for a uniform monthly premium for a year. 

b. 	 Employers._may :)ponsor Medicare health plans for former or 
current employees. 

c. 	 Cost contracts, SH:M:Os, etc. would continue as under curren t 
law. 'Waivers of the 50/50 Tl?quirement may be granted if the 
Secretary determines that health plans have alternative quality 
assurance mecha~isms in place that effectively provide 
sufficient quality safeguards. 

e. 	 Medicare health plans will offer a standard benefit package 
comprised'of the current Medicare benefits defined in statute or 
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an altt:mative '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 to be defined by the Secretary: one which would 
cover catastrophic costs (out-of-pocket limit) and other items 
traditiona:1ly 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 their current insurance . 

. h. 	 The Secretary will administer a coordinated annual open 
enrollment period during which Medicare beneficiaries will 
choose from all plans (induding M~digap insurers) offering 
products to Medicare beneficiaries. The Secretary may authorize 
any variations of participation in the enrollment process. 

i. 	 The Secretary of HHS will provide to all Medicare beneficiaries· 
in a market area uniform materials for enrolling in health plans. '. 

j. 	 The federal contribution is calculatedas the weighted 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 
adjust for heart disease, cancer, or stroke. 

k. 	 Beneficiaries pay the difference between the federal contribution '. 
and the total premium charged by the health pUm 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. 	 Benefidaries eligible for Medicare prior to 1999 are 
grandfathered under these provisions and may , '. 
always enroll in Medicare FFS (regardless of local 
costs) for the regular part B premium only. 
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11. 	 However, 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 betw'een the 
federal contribution and FFSPCC. 

5. 	 Administrative Simplification 

The Secretary has authority to consolidate the functions of fiscal 
intermediaries and car.riers. Provides for coordination of Medicare and 
supplemental insurance claims processing. Permits standardized, 
paperless process. 

6. . Study and Demonstration for Medicare Cost Containment 

a~ 	 Requires ProP AC 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 monitoI'> success in controlling 
costs. Updates for payment rates under Parts A and B should be 
set to achieve local targeted expenditur~ levels, while rewarding 
efficient providers and/or markets. 

b. 	 A demonstration is authorized to evaluate Part Aexp.enditures 
for hospital service and/or Part B expenditures in fee for service 
.using provider-group or State-level volume performance 
standards. 

C GRAnUATE MEDICAL EDUCA nON 

(Under Discussion) 

XL 	 FINANCING 

. A. Financing Totals (Estimated Over S years; $ in Billions) 

Savings 

Medicare Savings $77.7 

. Medicaid Savings $55.8 

Postal Service Retirement $13.0 


SUBTOTAL SPENDING REDUCTIONS 	 $146.5 
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I
Re1enues. 	 . 

High Cost Plan Premium Assessment $30.0" 
Tooacco Tax ($1.00 increase) . $62.3 

I

HI State/Local 	 5 7.6 

I 
S~BTOTAL REVENUES 	 $99.9 

:~ITA~::;~::Medic... Savings 	 $246.4 
1. 	 Adjust Inpatient Capital 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 7.31O/C 
and hospital-specific amount by 10.41% to reflect new data on the.FY 89 
capital cost per discharge and the ·increase in Medicare inpatient costs. 
The third piece would reduce payments for hospital inpatient capital 
with a 22.1 % reduction to the updates of the capital rates. 

2. Revise Disproportionate Share Hospital Adjustment. ThisAct 
. eliminates the current disproportionate share hospital 	adjustment 
with a new voucher program to cover health care provided to those 
with out health insurance. 

3. 	 Extend OBRA 93 Provision to Catch-up after the SNF Freeze Expires 
Included in OBRA 93. OBRA 93 established a t,:-,O-:year freeze on 
update to the cost limits for skilled nursing facilities. A catch-up is 
allowed after the freeze expires ort October 1, 1995. This Act eliminates 
,the catch"up.. 

4. 	 Change the Medicare Volume Performance Standard to Real Growth 
GDP. This Act substitutes the. five-year average growth in 'real GDP 
per-capita for this volume and intensity factor and the performance· 
standard factor for physician's services. . . 

5. 	 Establish Cumulative 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 . 
'I.lpdated annually for changes in benefidary enrollment and inflation,. 
but not for actual outlay growth above and below the target. 

6. 	 Reduce the Medicare Fee Schedule Conversion Factor by 3% in 1995, 
Except Primary Care Services. The conversion factor is a dollaT amount 
that converts the fee schedule's rel~tive value units into a payment 
amount for each physician service. This Act reduces the factor by 3% to 
account for excessively high targets. .. 
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7. 	 Extend OBRA-93 Provisions on Part B Premium Collections. OBRA 93 
established the Part B premium collections at 25% of program costs. 
This Act extends the collection of these premiums. . 

8. 	 Extend OBRA 93 Catch-up After the Home Health Freeze Expires. 
OBRA '93 eliminated the int1ation adjustment to the home health 
limits for two years. This Act eliminates the inflation catch-up 
currently allowed after the ,f'l'eeze expires on July 1, 1996. 

9. 	 Req~irea 10% Copayment on All Home Health. Visits. for Visits other 
than Those Occurring 30 Days After a Hospital Discharge. This 
provision charges a co~payment on all home health visits except those 
received within 30 days of an .inpatient hospital discharge.· The co­
p.ayment would .be equal to 10% of the average cost per visit.' 

10. 	 . Extend OBRA 93 Medicare Secondary Payor Data Match wHh SSA a.nd 
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. 

I 11. Increase Part B Deductible for Enrollees. Increase the amount that 
enrollees must pay for services each year before the goverrunent shares 

l 
responsibility for physician services. The deductible would be 
increased to $150 and indexed to the rate of growth. 

Medicaid Savings 

I 1. Revise Disproportionate Share Hospital Adjustment. This proposal 
eliminates the current disproportionate share hospital adjustment 
with the new voucher program to cover health care provided lo those 
with (Jut health insurance. Medicaid DSH payments are to be 
eliminated in FY 1996 -15%, FY 1997 - 25%, FY 1998 - 60% and 1999 ­
100% 

2. 	 Capitate the Federal Payments Made for Medicaid Acute Care Medical 
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. 

O. 	 Revenues 

1. Postal Service Retirement. Require the U.S.P.S. to fund .the V.S.P.S . 
. Retirement System in the U.s.P.S. budget rather than the Federal 

BUdget. Thi::> would free funds irom the Federal budget. 

2. 	 Tobacco Tax. The proposal increases the tax on tobacco by _ per 
thousand pounds ($1 per pack of 20 cigart:tles). Described in Section 
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XIII., G.) 

3. 	 HI State and Local. State and local jurisdictions can opt to pay the HI 
payroll tax for State and local workers hired before April 1, 1986. The 
proposal wculd extend the payroll tax to (111 remaining exempt State 
and local workers. 

4. 	 Income Related Part B Premiums. This proposal would d\arge high­
income enrollees a premium up to 75% of program costs based on an 
enrolle's modified adjusted gross income. 

XII. 	 Fiscal ResPQnsibility 

AI' The bill establishes a Fail-Safe mechanism to ensure health care refonll. does 
not increase the ddicil 

HI 	 Fail-Safe Mechanism 

1. 	 A Current Health Spending Baseline (CHSB) is established. The CHSB 
includes: 

a. 	 MediCare Expenditures 

b. 	 Medicaid Expenditures 

c. 	 Health Related Tax Expenditures' 

1. 	 The employee exclusion of employer-provided health 
insurance premiums. 

2. 	 Employer deduction for health insurance premiums. 

3. 	 7.5% floor for deduction of medical expenses. 

2. 	 A Health Care Reform Spending Estimate (HCRSE) is established. The 
HCRSE includes: 

a. 	 Everything included in the CHSB. 

h. 	 Deduction for purchase of Qualified Health Plans by all 
individuals. 

C. 	 Cigarette excise tax. 

d. 	 Vouchers for purchase of a Qualified Heal th Plan: 

e. 	 High-Cost Plan Assessment 
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3. 	 In any year that the Director of OMB notifies Congress that HCRSE will 
exceed the CHSB, the following automatic actions 'v"ill occur to prevent 
deficit spending: 

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-<)f-poCket lImits in the standard and basic benefit packages 
are increased. 

e. 	 Startingin the y~~r. 2004, an employer may no longer deduct and 
an employer may no longer exclude supplemental benefits 
provided to employees and contributed to by employers. 

4. 	 Congress may act .on" alternative recommendations made by the 
National Health Commission to avoid the actions listed above. '. 	 . 

XIII. Tax Provisions 
I 

~. 	 High Cost Plan As.sessxncnt 

1. 	 Beginning in 1996, an aMual assessment will be imposed on High Cost 
Plans. High Cost Plans are those health care pack<:lges whose premiums 
(not including supplemental benefits, if any) exceed a certain dollar 
amount. 

"' 
a. 	 To determine whether a plan is a High Cost Plan, an insurer 

divides its plans into two categories; 

1. 	 those based on the basic package (Stripped Basics), and 
. 	 . 

2. 	 those based on the standard package (Stripped Standards). 

b. 	 It then determines which, if any, of either the Stripped Basics or 
Stripped Standards are priced such that they are in the top 40 
percent of all such plans in the health care coverage area 
(HCCA). ' 

c. 	 Plans that fall within the lowe~t 25% of the geogTaphica11y ­
adjusted plan premiums nationally are exempt. For purposes of 
determining whether a plan is exempt, the Stripp~d Basic and 
Stripped Standard plans are considered separately. 

d. 	 The geographically adjusted premium is calculated by adjusting" 
each accountable health plan's premium for regional variations. 
Such adjustments shall include, but not be limited to, variations 
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in the cost of living and demogrilphics. 

2. 	 The assessment on a High COSt Plan is equal to 25% of the difference 
between the premium charged for the Stripped Basic plus 
supplementals, if any, and the Stripped Standard plus suppleme:1tals, if 
any, and a reference premium. 

a. 	 For purposes of determining the assessment on the. Stripped 
Basic plus supplementals, if any, the reference premium is the 
average of all Stripped Basics in the HCCA. 

b. 	 For purposes of d~terrn.ining the assessment on the Stripped 
Standard plus s\l:pplementals, if any, the reference premium is 
the average of 0111 Stripped Standards in the area. 

3. 	 The High 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 calculating this tax, the high cost 
self-insured plan's premium will' be the premium used for meeting the 
COBRA requirement. The Department of Treasury will be given 
authority to develop regulations implementing this pro'lrision. 

B. Assistance to Individuals and Families - Expanded Tax Deductibility

I 1. Self-employed 'individuals purchasing health insurance may take an 
above-the-line deduction for 100% of the cost of such insurance (Le., 
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% floc;:>r). . 	 , 

2. 	 Individuals ,(other than self-emp;oyed) that purchase health insurance 
will be allowed an above-the-line deduction (i.e., not subject to the 
7.5% floor) for 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 (Le., subject to the 7.5% floor). 

C 	 Employer-Provided Health Insurance 

1. 	 Employees may continue to exclude from gross income all employer-, 
provided. health insurance. 

2. 	 E.mployers may take a deduction for amounts contributed towards a 
standard benefits package, as well as aU benefits supplementing such 
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package, if any. 

3. 	 Employers may take a de:duction for am<iunts contributed towards a 
basic benefits package. However, no deduction is permitted for any 
contributions made towards benefits supplementing the basic benefits 
package. 

4. 	 Fail-Safe option includes possible employer and employee cap on 
supplementals after 2004. 

D. Tax Incentives fOl.Practice in Rur~l, Frontier, and Urban Underserved Areas 

1. 	 Physicians practicing full-time aI:\d either newly certified or newly 
relocated to a rural, frontier, or urban Health Professional Shortage 
Areas (HPSA) are allowed a ta..x credit equal to 51 /000 a month. Tax 

. credits will be prorated in direct rdation to the timE! worked in the 
HPSA, up to a total of $36~OOO; 

. 2. 	 Nurse practftionersand physician assistants would be eligible for a 
similar credit equal to $500 per month. Tax credits will be prorated in 
direct relation to the time worked in a shortage areal up to a total of 
S18,000; 

~ 	 . . 
3. 	 Loan repa~ents made on behalf on an individual as part of the 

National Health Service Corps Loan Repayment Program are excluded 
from taxable income of the individual; 

4. 	 The cost of annually purchased medical equipment, owned directly 01' 

indirectly, and used by a physician in a rural or frontier Health 
Professional Shortage Area CHPSA) can be immediately expensed, up to" 
$32,500; 

S. 	 Interest, up to 55,000 annually, paid. on professional medical education 
loans of a physician, registered nurse, nurse practitioner, or phYSician's 
assistant will be allowed as an itemized deduction if the individual 
agrees to pr~ctice in a rural. frontier or urban Heal th Professional 
Shortage Area (I-fPSA). 

E.. 	 Long Term Care Tax Provisions 
., 

1. 	 Expenditures for qualified long· term ca,re services are deductible as 
medical expenses. 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 daily.living by a licensed health care 
practi tioner; 

2. 	 Employer provided long-term care coverage which meets certain 
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F. 

G. 

consumer protection standards promulgated by the National 
Association of Insurance Commissioners, is excluded from' an 
employee's taxable income. Premiunls paid by an individual for 
qualified long-term care coverage are deductible as a medical expense; 

NArc is directed to promulgate standards for the use of uniform 
language and definitions in long-term care coverage insurance polides, 
with permissible variations to take into account differences in state, 
licensing requirements for long· term care providers. 

Accelerated Death Benefits 

Clarifies the income tax treatgl.ent of accelerated death benefits paid to 
terminally ill persons.' Payments made under a qualified terminal illness 
rider can be received tax-free as if they were paid after the in;sured's death. 

: .Tobac'Co Tax 

The proposal increases the tax on tobacco by approximately $16.67 per pound 
of tobacco productS~ and would extend the tax to tobacco to be used in "roll· 
yoW'-own" cigarettes. The new tax rates would be: 

.' 
1. 	 Cigarettes:: 

small cigarettes 

large cigarettes 

2. 	 Cigars: 

sma.ll cigars 

large cigars 

3. 	 Cigarette papers and tubes: 

dgarette papers 

cignrette tubes 

$62 per .thousand (i.e.~ S1.24 per pack of 
20 cigarettes) 

$130.20 per thousand 

. 
55.82 per thousand 

65.875 percent of manufacturers price " 
(not more than 5155 per thou'sand) 

3.88 cents per SO papers 

7.75 cents per SO tubes 

4. 	 Snuff, chewing tobacco, pipe tobacco, "roll-your-own" tobacco: 

snuff $1.86 per pound 

chewing tobacco 62 cents per pound 

pipe tobacco 53.49 per pound 
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"roll-yqur-own" tobacco 53.-*9 per pound 

5. 	 The proposal would repeal the present-law exemptions for tobacco 
products provided to employees of the manufacturer and for use ~y the 
United States. ' 

6. 	 The proposal also includes several administrative and compliance, I pc~visions designed to improve the collection of the excise tax. 

XIV. 	 National Health Commission " 

An independent National H~~thCommission is established to oversee the 
, " 

health market much like the Securities and Exchange Commission oversees 
the finanCial markets. ' 

A. 	 'Operation 

1. 	 The Commission shall be composed of 7 members appointed by 
the President 'With the advice and consent of the Senate. The 
CommiSSion members mIl Serve 6 year overlapping terms. No 
more,' than four members of the Commission may be from the 
same political party. The members shall be compe;nsated at level 
N of the Executive Schedule. One member of the Commission 
shall be designated as the Chairman by the Pre,sident. 

2 	 The Commission members will have gained national 
reCOgnition for their expertise in health markets. 

3. 	 The Commission shall appoint an Executive Director and such 
additional officers and employees it deems necessary to carry out 
.i ts responsibilities under this act. ' 

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

B. 	 Responsibilities 

1. 	 Clarify the standard and basic benefits packages. 

2. 	 Develop and clarify the quality standards set in this 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. 

3. 	 Report to Congress on a biannual basis (described in Section 
l,A.). 
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d. Develop ,isk adjustment factors for Accountable Health Plans. 

e. Monitor the Fail-Safe Mechanism to prevent deficit spending 

(described in Section Xl.,B,4.). . 

f. Recommend methodS to achieve universal <overage if trigger 
mechanism is engaged in the year 2002 (described in Section 

L,B.). 
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