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To: Chris Jennings

From: Debbie Chang
OLIGA

Sally Rosenberg, Rural Referral Center Coalition, questioned the Administration’s reasoming in
supporting “tiers and modified benefits for RRCs depending on how far below the 108%
threshold they fall and [why we] would not reopen the current apphcatzon process (February 2,
1996). The following is our response A

o The Coalition’s proposal is to fully exempt RRCs from the 108% wage index threshold,
The Administration’s proposal would create tiers for RRCs depending on how far below -
the 108% threshold they fall.

HCFA Response: While not as advantageous towards RRCs as the Coalition
proposal, the Administration bill would provide these facilities with favored status
not accorded other Medicare providers. A tiered approach provides RRCs special
consideration under the Medicare Geographic Classification Review Board (MGCRB).
wage index reclassification process. This affords additional protection to rural facilities
which may encounter large fluctuations in their costs and utilization over short periods of
time. The proposal would allow RRCs to qualify for some increase in their wage index,
although not the full amount, when their wages are between 100 and 108 percent of the
average wage. ‘ -

We afe supporting a nered approach in order to assist rural hospitals better serve their
communities, while maintaining our commitment to the wage index approach.

o The Administration’s proposal does not reopen the current application process for
RRC applications before the MGCRB.-

HCFA Response: We do not support the idea of retroactively reopening the '
application process for the geographic reclassification review. Applications were due
October 1995 for review by the MGCRB Spring 1996. The statute sets forth strict
deadlines and timelines for submitting and reviewing MGCRB applications and makes the
Secretary's reclassification decisions final and unreviewable once they are rendered. The
. decision-making process has to be completed in time for the Agency to calculate PPS
rates. We are currently in the middle of the process and to dnsrupt this would cause the
system to undergo severe turmod :
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EXEMPT RRCs FROM THE MGCRB 108% WAGE INDEX THRESHOLD

. A rural xefcn:al center (RRC) is 2 Medicare dceag:na::on for the Iarger zmd more
specialized hospitals i rural areas.

For purposes-of wage index redassiﬁCarion. hospitals must meet wo thresholds: (1) the
hospital’s average bourly wage (AHW) must be 108% of the statewide rural AHW; and (2) the
hospital's AHW muist be at least 849 of the AHW of the target urban ares to which the RRC
is applying RRCs have difficulty satisfying the 108% threshold because of their unique labor
mix In fact, when HCFA imposed the 108% cqiteria in 1993, almost half of the previously
reclassified RRCs no longer were able to qualify for wage index reclassification.

Both the Republican leadership (FLR 2491, Sec. §704(a)) aud Democratic coalition
(HL.R.2530, Sec. 3504(a)) budget bills indude pravisions that would exempt RRCs from the
108% tireshold requirement. The Administration’s proposal includes a far less heneficial tiered
approach that would provide for increasing benefits to RRCs that fall either within 100-104%,
104-108%, or over 103% of the state rural wage index. RRCs that are below 100% of the state
rural wage index would reccive no bepefit under the Administration’s proposal.

The Admynistration should support the blanket apprca.ch included in HR 2491 and
HR.2530 for the following reasons.

(1) The blanket appraach would benefit all RRCs equally. Tbe Administration’s
approach, on the otber hand, would only benefit, and at a reduced rate, the .
approximately 40 RRCs that have AHWs between 100-108% of the state rural
wage index; another nearly SG RRCs would realize oo benefit,

2y The blanket appmdch would serve as an app:opna:e proxy for benefits RRCs lost
* with the convergence of the rural and other urban standardized amounts.

(3) The tiered approach zppears regulatory instead of legislative. The blanket
exempton is cleaner, simpler, and more appropriate 1 2 legislative solution.

(4) We believe that the tiered approach was initially suggested by Senator Rockefeller
as an anticipatory compromise designed to head-off expected opposition to the
blanket approach. The expected opposition never materialized, In fact, the

. blanket approach has gamnered widespread bipartisan support. Accordingly, RRCs
should not have to settle for a less advantageous, unnecessary compromise.

(5) The blanket approach would impose no additional cost over the tiercd approach.
Both approaches would be accomplished on a budget neutral basis.
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IMPACT OF REPUBLICAN BUDGET CUTS ON RURAL AMERICA
October 11, 1 995
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‘The Repubhcan MEDICARE Cuts Wlll Force 9.6 Mnlllon Older And Dlsabled Ameneans In.
Rural - Amerlca To Pay Hngher Premlums and ngher Deductxbles For A Weakened Second Class:
vMedlcare Program ’ : : :

: .&"vMedlcare Spendmg For People In Rural Areas Of Amerlca Wlll Be Cut By $58 bllhon 0ver
Seven Years - A 20% Percent Cut In 2002 Alone a : R
. /'The Republlcan Cuts Wl“ Increase The Severe Fmancnal Pressure On Rural HOSpltalS In .-
'~ America And Force Some Rural Hospitals To Close. Today, rural hospltals lose money on - .~
“Medicare patients while. urban. hospitals make a small proﬁt Meédicare accounts. for almost
40% of net patient revenue m the average rural hosp1tal and as. rnuch as 80% in'some rural -
Cchospitals. - T o

. Aceordmg to the Amencan Hospltal Assoclatlon, under the Repubhcan cuts, the typxcal

rural hospltaE wnll lose $5 million in- Medleare fundmg over. seven years e e

. Rural Medlcare Recnplents Would Lose Much-Needed Doctors Amerlca s rural Medlcare
. ‘recipients would need 5,084 more primary care physicians ‘to have the same. doctor tto - -

e -, - population rano as thie nation as a whole.. Yet the American’ Medlcal Assoc1at10n. ‘has stated '

‘ . o ‘that the cuts in Medlcare are so severe that. they 'will unquestlonably cause some phy51c1ans .

to leave- Medlcare [New York. T:mes October 10, 1995] ' .

i

The Republlcan MEDICAID Cuts Will Further Hurt Rural Hospltals And Ellmlnate Coverage
For Mllllons Of Rural Amerlcans Tl o o ‘f ¥

) ' .
i B i

L., Rural Hospltals Will Suffer Addltxonal Revenue Losses From The $45 Bllllon Republlcan
. Medicaid Cuts. In-addition to the average of $5 million rural hospitals will lose from:
" Medicare cufs, rural hospitals wxll also face revenue shortages due to the severe Repubhcan
' Med1ca1d cut,’ ) S

.. As Many As 2 2 Mlllmn Rural Amerncans Wlll Be Denled Medlcald Coverage, Ineludlng

¢ S ‘ N .. e Lo '; . . : : /

L l M1lllon Chlldren o L R
. " 230, OOO Older Americans .~ - N R ;
.° o 350 000 People W1th stabmttes T St T

Ut
[

Over 77 000 Rural Older And Dlsabled Persons In Amerlca Could Be Demed Nursmg
'Home Coverage in 2002. Most of the 350,000 péople living‘in nursing homes in rural
: * America are ‘covered by Medicaid. Under the Republican Medlcald plan, approx1mately .

' . T, 000 rural nursmg home resxdents (22%) could be demed eoverage ' : R

Over 55, 0(}0 Rural Older And Dlsabled Persons In Amenca Could Be Demed Home Care
_Benefits in 2002. Most of the 365,600 poor elderly in rural America who need home care are
covered by Medlcald Under the Repubhcan Medxcald plan, approxmlately 55 000 (17%)
rural poor elderly who ‘need home care wﬂl lose coverage. , S
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DUREE ;The Repubhcan Budget Ralses Taxes on’ 4 Mrlhon Workmg Famxhes In Rural Amerlca By

. .. An Average Of $352 in 2002. \Repubhcan cuts to the Eamned" Tncome Tax Credit ‘will i unpose a -
RS 359 2 mllhon tax mcrease on workmg famzhes and thelr cluldren in rural Amenca. SRt :

At

-;li;{; o o EDUCATION IN RURAL AMERICA ‘(' “?'f', V
;.,.The Republrcan Educatwn Cuts Wlll Deny 113 000 Chxldren~«Basrc And Advanced Slulls In
- Rural America in 1996. . Title I funds in rural areas wrll ‘be cut by $113 million -- more than -
17% -- *denymg crucral assxstance at’ a ume when many small-town ‘and rural schools are already
s havmg trouble makmg ends meet. « 5

v
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_ PUBLIC HEALm AND Tm«:. ENVIRONMENT IN RURAL AMERICA N ‘ -
B . - . ‘ ; o ’ o L R ‘.
R The Republlcan Budget Will Reduce The Amount Of Money That States Can Spend To ,
L. Keep Water Clean In Small Commumtles And Rural Areas By 20% Compared To The -
P President’s. ‘Balanced: Budget. These cuts wrll derall 1mt1at1ves that are workmg to ﬁght water K
L pellutlon and protect pubhc health : : ‘ ' :

. . . , 1

The Repubhcan Budget Proposal Wlll Stop Or Slow The Clean-up Of At Least 115 Tuxnc
. Waste Sites .In-Rural- Amerrca. Natlenwrde  the Repubhcan Budget reduces spendmg on' toxic -
“waste: cleanups by: 36% -- or $560 million -- below the President’s balanced .budget. ‘These cuts

will restrict or stop clean-ups of sites natlon\mde that pose a threat to pubhc health and the
'envrronment : o : : v

v

it N LN ., L Y - - . . N o T oot o . . t

Ty ., A .

TRANSPORTATION IN RURAL AMERICA

‘o

L The Republlcan Budget Will Cut Transportatmn Grants For Rural Areas By 20% ‘
Republlcan proposals cut $57.4 ‘million for rural transportatlon in America: These- funds are _

. .essentlal for | gwmg resrdents access to medlcal servrees supermarkets and grocery stores and _]Ob
trammg . B _ ‘
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HOUSING IN RURAL AMERICA

The Repubhcan Housmg Cuts Wlll Reduce Spendmg On Publlc Housmg Capltal In Rural .

~America 46% Below.. The- President’s. chuest in 1996. Cuts to public housmg cap1tal

. assistance’ in' rural areas will total $460 mllllon in 1996 severely hmdenng efforts by rural

housmg agencies. to* rehabllltate run down publlc housmg pro_lects and provnde much neededﬂ E '.7

secunty and antl—cnme programs. '} SR N : B SR

The Republlcan Budget Wlll Cut 40% From Assnstance To Homeless Persons in. Rural
o "Areas in 1996. . The: Repubhcan plan wxli cut $108 mllhon in homeless assistance . to rural areas
R The reductlon wxll mean 4. 9 rmlllon fewer mghts of shelter for Amenca s rural homelcss. L PR

. . e
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GOALS 2000 e EDUCATION QUALITY

FACT Both the House and thc Scnatc havc approved a blll that would chmmate all funds for lugh o
_poverty rural areas, depnving about 20 rural districts of at: least $9 milhon in funds that oould be used
-to desngn and lmplement their own school reform plans. S f e s ;

IMPROVING BASIC AND ADVANCED SK[LLS o TITLE ONE S
FACT Republlcan cuts wxll deny 113 000 rural chlldren basnc and advanced Skl“S educatmn —— at a ";;‘f'
tlmc when many smail-—town and rural schools -are already havmg trouble makmg ends mect. oy ol S AR
SAFE AND DRUG—-FREE SCHOOLS AND COMMUNITIES ‘ ﬁ“ - ' o Sl S
FACT Republxcans want to dlsmantle the program used by school dnstmcts to keep cnme, vnolence, ‘

and’ drugs out of schools and away. from students. Rural school dxstncts ‘most’ of which have small
' cnrollmcnts, are hkcly to be dlspmporuonately affectcd bccausc thc majonty of funds are allocatcd on a

pcr*pupll bams..) o ;
scnoonqoswonx :[3Jg‘; va"imxf;:. A
FACT. House Repubhcans would reduce the amount of dlrect grants to local partnershlps, depnvmg \{ “
- 25 rural areas of grants to institute school—-to-work systems. Undcr Jboth Housc aud Scnatc proposals e
'noncwstatoawardscouldbcmadc T L _~ . (e

B SL&RSCHOOLS . | | O
FACT House Republlcans have voted to ellmmate thls fundmg for 1996 Whlch promotcs statcvndc or‘ 4
multlstate tclccommumcahons partnershlps to cnhancc cducatlonal Opportumtlcs for rural areas.

i L ) i
)

EISENHOWER PROFESSIGNAL DEVELOPMENT o

FACT House Republlcans would cut thls program by 80%, scvcrcly dlsablmg profcsswnal dcvclopmcnt -
" for cducators in rural areas. Elscnhower funds are distributed on'a formula’ basis and due to small ‘

, cnrollments, most mral dxstncts wﬂl bc unable to opcrate cffcctxvc prograrns

ADULT EDUCATION AND LIFELONG LEARNING

- FACT: Congrcssxonal chubhcans’ havc approvcd bills that would deny approxumately 9 000 rural .
adu!ts the adult educatlon and llteracy servxces they need and deservc ool e \

i
N



L ﬁtunes the stze of the federal mvestment), the grants will support the mvolvement of 380 local

o lmnauve from $ 9 5 nnlllon tlus year t0 $50 rmlhon for FY '96 Thls would allow as many as 40

‘ _*Ntechnology in educatron These grants prowde fundmg to local school dlstncts and thexr
. commumty partners to harness technology to help all students leam to challengmg academrc

‘it A . 3I, .

1 - partners mcludmg l53 school drstncts—-’?l) of. whlch nearly half, are rural school dlstncts.

. new. grants to.as many as 750 new. partners. A srgmﬁcant portlou of the new, grants would

: ‘llkely go to. rural districts Whlch present umovatlve proposals for workmg with their = -

o partners to get' technoiogy into the classroom. Meanwhile, the House appropriations bill only -

" - includes $25 million for technology challenge grants, and the Senate only mcludes $ 15 xmlhon - l Lo
. only enough to, contmue those grants that have already been made IR e e

/

g ‘Here are some approvéd grants and how they can unprove teachmg and learmng in rural areas

. South Dakota‘ "Technology in Educatxon Challenge for Rural Amenca" consomum, led
by the Black Hills Special Servu:es Cooperatwe, Sturg:s, South Dakota has organized atstate-
wide, community-focused education program to advance the effective use of technology in
~ school improvement by mtroducmg innovative educatton technologles in a statewide redesign of
| K-12 curricula, instruction and assessment and capxtahzmg on new technologws to promote ‘__
' vstudent achievement. ‘The program will help over 14,000 rural students in the first year, and over
35, 000 throughout its duration, improving teachmg and learmng and leadmg to. the attainment of
) ‘chaIlengmg acadermc standards by all chlldren : - R _ :
- _’The Newaygo County Advanced Technology Servnce, Newaygo County Intermedlate School
- District, White Cloud, Mlchlgan is a consortium that has been established to develop and -
.. maintain an advanced fiber optic cable telecommunication’ network that will enrich the education’ -
process throughout this 1solated rural, low:income. county The service's’education program 3

© " enhances education’ opportumnes for. over 9,000° dlsadvantaged students and: adults .Moreover,
*  the network supports data, video, and voice communications ‘capabilities’ that are dvailable to all -

"Acounty residents. It provxdes student access to challengmg cumculum in science, mathematrcs ‘ o
‘and modern languages and it supports professmnal development opportumnes for teachers The e
“program has' st:rong school home school-oommumty, and school work components '

‘ New Vlswn, lead by the Towanda Area School Dlstrlct in Towanda, Pennsylvanla is. a
_consortitun of 23 school districts, six post—secondary institutions, museums and pnvate 1ndustnes

- that use- ‘emerging technologles to expand and improve: educational opportumnes in rural, remote

.and poor school districts. Through video- conferencmg, New Vision can offer high-level classes

.. seldom offered due tolow erirollment, use outstanding. teachers to cover hard-to-fill-positions in *-

several dlstncts at once, and offer advanced placement courses.  The project will'involve over . '
’ 54 ;000 students m rural areas of three states Pennsylvama New Jersey and N ew York. ‘ '
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Methods for the State Rural Analysis
Medicare: The estimates of the number of rural beneficiaries-and the Medicare loss are
based on the county analysis released August 8, 1995. In that study, the Conference
Agreement Medicare cuts were allocated to states and counties in proportion to the
Medicare spending in those counties. For instance, if a county received 1% of all
Medicare payments, then its Medicare loss over seven years would be equal to $270
billion (the Conference Agreement seven-year savings) multiplied by 1%. The
beneficiary counts are based on 1991 data updated to 1994. The county estimates were
converted to metropolitan and non-metropolitan estimates for this analysis.

Medicaid: Three estimates are presented at the state level. The number of rural nursing
home residents comes from the National Center for Health Statistics. The number or
community-based poor elderly with long-term care needs comes from the Census Bureau,
and is based on self-reported questions related to activities of daily living. The national

number of rural Medicaid beneficiaries losing coverage and the dollar loss to rural areas

are estimated assuming that states reduce their spending and coverage proportionally.
According the Current Population Survey, approximately 25% of Medlcald rec1p1ents live
in non-metropolitan areas. :
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Médxcare Enrollment: 1594

Number of beneficiaries: 1994 states totals, estimated at the substate level using 1992 distribution of beneficiaries.

Source: US DHHS

Rural Urban | Total % Rural
us 9,637,000 26,614,405 36,251,405 | 27%
lAlabama 241,900 387,800 629,700 38%
Alaska 19,400 12,300 31,700 61%
IArizona 145,800 430,900 576,700 25%
IArkansas 283,400 132,400 415,800 68%
California 233,600 | © . 3,328,200 3,561,800 7%
Colorado 96,500 312,800 409,300 24%
Connecticut - 15,200 481,300 496,500 3%
Delaware 38,500 59,400 97,900 39%
District of Columbia 0 . 78,600 78,600 | 0% .
Florida 286,200 2,268,300 2,554,500 11%
[Georgia 347,800 463,100 810,900 43%
Hawaii 40,200 105,300 . 145,500 28%
ldaho 120,100 25,700 145,800 82%
lHlinois 374,100 1,232,400 1,606,500 23%
lindiana’ 279,000 534,300 813,300 34%
lowa 300,300 171,600 471,900 64%
Kansas 214,700 165,000 379,700 57%
Kentucky 328,200 . 246,100 574,300 57%
Louisiana 196,000 . 376,200 572,200 34%
Maine . 87,100 111,000 198,100 44%
Maryland 55,800 534,800 530,600 . 9%
Massachusetts 63,800 859,300 923,100 7%
Michigan 319,100 1,009,300 | 1,328,400 24%
Minnesota 273,400 349,900 _ 623,300 . 44%
Mississippi 293,800 96,000 389,800 75%
Missouri 329,600 492,800 822,400 40% .
Montana 97,600 | 29,100 126,700 77%
Nebraska 155,900 91,100 247,000 63% -
Nevada . 32,100 149,400 181,500 18% -
New Hampshire 51,800 100,500 152,300 34%
New Jersey 0 1,157,600 1,157,600 0%
New Mexico 110,300 94,600 204,900 54%
New York 276,600 2,340,900 2,617,500 11%
North Carolina - 497,100 - 501,900, 999,000 50%
North Dakota - 71,800 30,600 102,400 70%
Ohio 353,500 1,292,400 1,645,900 21%
Oklahoma 238,200 326,866 565,066 42%
Oregon 166,100 | 294,000 460,100  36%
Pennsyivania 334,300 | 1,721,300 2,055,600 16%
Rhode Island -0 166,500 166,500 0%
South Carolina 212,300 282,200 494 ,500. 43%
South Dakota 87,800 27,200 115,000 76%
Tennessee 299,000 453,700 752,700 40%
Texas 560,700 1,473,300 2,034,000 28%
Utah 49,500 132,600 182,100 27%
Vermont - 67,000 14,300 81,300 82%
\Virginia: 297,600 500,200 797,800 37%
‘Washington 157,700 513,900 671,600 23%
\West Virginia 206,100 174,139 380,239 54%
\Wisconsin 289,400 463,400 752,800 38%
\Wyoming 41,100 17,900 .59,000 70%




“TReduchion In Medicare Spending: 2002 | [Reduthon in Medicare Spenaing: 1996-2002 5 millions) |

Rural Urban Total | % Rural " Rural . Urban | Total % Rural
3 15,070 | 555451 71,000 | 21% - 57,860 | . 210,689 270,000 | 21%
Alabama - - - 607 1,054 1,661 37%}. - 2,183 3,737 5,890 |- 37%
IAlaska | 25 | 17 42  60%| | 100" 66 .. 186 60%
Arizona ; 273 974 1,247 22% 1,013 3,613 4,626 - 22%
Arkansas 346 179 | 525 66% 1,389 719, 2,108 66%
California . 527 9,366 |- 9,893 5% : 1,539 34432 | . 36,371 5%
iiColorado 1 184 765 959 20%]| ' 698 o 2,738 |- 3,434 o 20%
: ]F:onnecﬁcut 311 1.011] 1042 - 3% . 118 3,850 3,968 ) 3%
Delaware ) 83| . 182 235" 5% | - 3051 - 561 865 | 35%
“pistrict of Colum 0] 1197 1,197 | 0% : 0 37781 3,778 0%
Florida i 760 70281 778381 © 10% .. 2,741 25,357 . 28,098 10%
|Georgia .1 708 1,029 1,737 41% © . 2,656 | 3,862 | 6,519 41%
Hawaii a0 - 272 362. 25% 311 942 © 1,253 25%
idaho -~ - 102 23 125 82%{ 426 . 84 520 82%
iliinois ) 421 | . 1,798 2,218 19% 1,721 ] 7,357 | 9078 19%
Indiana - < 417 895 1,312 | 32%) 1,620 | 3,472 5082 ] 32% :
lowa , 252 162 |1 414 61% 1,065 686 1,751 61% - Il
Kansas ‘ 371 326 647 53%|: 1,411 1,239 26501 53%
Kentucky , 453 356 809 56% 1,807 1,421 3,227 56%
ILouisiana 427 - 903 1,330 32% 1,626 3,436 5,062 32%
Maine 83 110 193] 43% 346 { - 461 807 - 43%
Fﬂaryland €6 826 891 7% |- 269 o 3,395 3,664 : 7%
Massachusetts 153 2,416 2,569 6% 564 8,900 |- g 464 , £%
|Michigan 354 1,473 18271 . 19% - 1,462 6,078 | - 7:540 19%
Minnesota -~ 478 787 | 1,264 38% 1,714 2,821 4,534 . 38%
Mississippi - | 414 149 563 | 73% . 1,640 592 2,232 : 73%
Missouri 454 - 827 1,280 | 35%|. | - 1,797 3,276 5,073 35%
Montana S0t 30 131 1% . 413 125 538 77%
|Nebraska T 161 122 263 S7%| | . 541 486 | . 1,126 5%
INevada .75 459 533. 14% 261 | 1,600 1,861 14%
New Hampshire .79 . 164, 2441 33% 301 623 - . 824 33% |
New Jersey 0 1,940 1,940 | 0% | 0 7,727 7.727 | 0%
New Mexico 105 104, 208 - 50% ‘ 424 - 420 844 50%
New York 329 4,153 4,481 7% 1,325 16,733 18,058 7%
tNorth Carolina 896 914 1,810 - 50% 3,342 .. 3,408 6,749 | - 50% -
North Dakota 93 | 41 133 69% 373 164 537 68%
Qhig . 401 1,760 2,161 19% T 1,647 7,221 8,868 | 19%
Qklzhoma 303 330 . 633 48% 1,223 1,335 . 2,558 48%
]F.‘)regon ] . 282 562 844 |  33%] .. 1,033 2,059 3,092 33%
" IPennsylvania . 524 3,261 3,785 - 14% 2,084 12,9691 15,053 14%
Rhode island . 0 403 4031 = 0% B 0 1,451 14511 0%
Sauth Carolina 385 528 - 923 43% 14381 - 1822 3,361 43%
South Dakota | . EER IR 30 128 . 77%] - . 396 120 516 ) 77%
Tennessee . 804 1,185 1,989 40%1 2,931 . 4318 7,248 " 40%
[Texas 1,150 3,389 4539 25%) | 4,304 12,686 16,991 25%
fUtah S 77 ~200 277 28%] | 295 766 1,061 | 26%
Vermont 72 16 - 88 82%| | - . 290 S ~ 356 82% -
Virginia . 314 566 879 36%]. 1,283 - 2,332 3,625 - 36%
\Washington ] 184 | 634 818 22% 740 . 2,549 3,289 22%
West Virginia . 2471 .. 147 ] 394 |. 63% EEZR IS 592 1,586 | - 63%.
Wisconsin - 264 501 © 765 - 34% 1,097 -~ 2,085 31821 - 34%
Wyoming - 28 121 41 70% , T 125 54 179 | "~ 70%

Based on total savings in the Conference Agresment, allocated to the state and county level by the historical distribution of expanditures.

Source: US DHHS
48-0ct-85



%in
~Urban |

# in Urban Pop. # in Rural % in Rural

Population with Population Population

with LTC LTC | withLTC | withLTC

Total Urban | Needs in Needsin | Total Rural Needs in Needs in

STATE Population Poverty Poverty Population. Poverty Poverty

United States | 119038486 | 1398871 | 1.18% | 38285436 406258 1.06%
Alabama 1,523,475 29,819 1.96% | 1,006,032 18,350 1.82%
Alaska 233,222 L2 0.48% 109,671 557 0.51%
Arizona 1,990,193 19,131 0.96% 266,214 17,762 2.92%
Arkansas 757,787 13,412 177% | 668,104 11,516 1.72%
California 17,847,915 | 174941 | 098% | 131618 | 10434 0.79%
Colorado 1,765,018 14521 | 082% [ 369,236 1,776 0.48%
Connecticut 1,683,435 12,318 0.73% | 453,454 744 0.16%
Delaware 316,819 2,132 067% | 111,849 800 0.72%

District of Columbia | 411,385 8396 | 204% | 0 0 2

Florida | 6,642,836 76129 | LI15% | 1,166,984 | 14,983 1.28%
Georgia 2642386 | 38022 | 144% | 1,518,733 20,461 1:35%
Hawaii 601,557 3,479 - 0.58% 71,271 540 0.76%
Idaho - 39454 | 2,639 0.76% 249,567 11,304 0.52%
Iilinois 6,178,739 7,197 | 125% | 1,082,959 6,789. 0.63%
Indiana 2,280,360 | 24,946 1.09% | 1,229,255 6,142 . 0.50%
Towa 1,049,686 8,461 | 0s1% 641,387 3,375 0.53%
Kansas 1,049,100 8,585 0.82% | 446262 2,627 0.59%
Kentucky 1,192,070 17,402 | 146% | 1,128,726 27,063 2.40%
| Louisiana 1,767,834 41,264 | 233% | 814,429 18,055 2.22%
Maine 343,637 3,020 0.88% 429,351 2,659 0.62%
Maryland 2,562,880 | 25,687 1.00% 574,604 2,925 0.51%
Massachusetts 3,335,597 28,881 0.87% | 609,391 1,985 0.33%
Michigan 4,206,548 57230, | 136% | 1,718374 11,442 0.67%




% in

Michigan

300,265

Urban
# in Urban Pop. # in Rural % in Rural
Population With Population Population
with LTC LTC ' with LTC with LTC
: Total Urban Needsin | Needsin | Total Rural Needs in Needs in
STATE Population Poverty Poverty Population Poverty Poverty
Uuited States 22189910 839576 3.78% 7373601 ; ;365608 4.96%
Alabama 305,701 22,735 7.44% 194,201 A 21,472 11.06%
1 Alaska 13,888 209 1.50% 7,228 204 2.82%
Arizona 411,235 10,788 2.62% 52,100 3,072 5.90%
Arkansas 176,848 13,297 7.52% | 153,33.3 13,288 8.67%
California 2,726,360 59,684 ’ 2.19% 259,928 4,075 1.57%
Colorado 254,869 8,404 ' 3.30% 56,‘573 ) 1,434 2.53%
Connecticut 347,263 8,534 246% 70,141 783 1.12%
Delaware 52,798 1,526 2.89% 23,730 682 2.87%
D'istrict' of Columbia 72,259 4,339 6.00% 0 0 2?7
Florida 1,970,142 63,478 322% 322,197 11,1 19.' 345%
Ggofgia 382,083 25,823 . 6.76% 237,896 19,272 8.10%
Hawaii 106703 | 2335 | 219% | 14269 294 2.06%
Idaho 65,028 1,874 2.88% 50,250 1,268 2.52%
Illinois_ _1»,126,240 38,824 3.45% 225,067 | 7,404 3.29%
Indiana 435613 | 14722 | 338% | 214869 6,566 3.06%
fowa 225,595 6,909 3.06% | '165,9'{7 5,389 3.25%
Kansas . 205,537 7,095 3.45% .152’799', ‘ 3,691 3.27%
Kcntucky 240,236 13,734 5.72% 201,649 18,757 9.30%
Louisiana 304,766 23,042 7.56% 134,542 13,652 10.15%
Maine 74780 | 2797 | 3% | 7888 | 2927 | 371%
Maryland 397,288 13,940 3.51% 94,200 3,039 3.23%
Massachusetts 667,169 19,463 2.92% 100,108 1,976 1.97%
754,314 27,652 3.67% 8,804

2.93%




Minnesota 1976313 | . 13,722 060% | 776,297 4,061 0.52%
Mississippi 727,511 | 18,656 256% | 830077 | 24938 3.00%
Missouri 2,199,721 | 24243 | 1.10% | 972,515 10,781 1.11%
Montana 257339 | 2324 090% | 227,386 1,599 0.70%
Nebraska 644,230 4,393 0.68% | 305,558 1,481 | 0.48%
Nevada 701,774 | 5321 0.76% | 86,682 407 0.47%
| New Hampshire 371,333 | 2,068 0.56% 354,249 1,097 0.31%
New Jersey 4,503,027 | 38,044 084% | 527,266 1,741 0.33%
New Mexico 683,446 8385 | 123% | 244335 7,052 2.89%
New York 9,882,315 | 165227 | 167% | 1,773,574 10,771 0.61%
North Carolina - 2,112,875 | 25,128 L19% | 2,130,783 | 24519 1.15%
North Dakota 209,036 1,253 0.60% | 168,094 748 0.45%
Ohio 5094922 | 62,309 122% | 1,765,612 13,301 0.75%
Oklahoma 1306227 | 17,144 131% | 616284 | 8888 1.44%
Oregon 1,261,808 | 10,455 0.83% | 519236 3,227 0.62%
| Pennsylvania 5,147,367 | 63,467 123% | 2,327,040 14,752 0.63%
Rhode Tsland 547,004 | 4578 | 084% 91,809 450 0.49%
South Carolina 1,178931 | .19.466. | -1.65% | 1,004,501 17,966 1.79%
| south Dakota 209,655 1,809 . | 0.86% | 194,170 | 1,374 0.71%
Tennessee 1,893,700 | = 27,694 146% | 1,229,440 17,357 1.41%
Texas | 8669490 | 122221 | 141% | 2026336 | 26476 1.31%
Utah 870,919 4,470 051% | 119,657 1,301 1.09%
Vermont 120,427 811 | 067% | 245719 1274 0.52%
Virginia 2,753,466 | 22,726 083% | 1213407 | 13365 1.10%
Washington 2372579 | 19,116 | 081% |- 704,794 4,307 0.61%
West Virginia 401,950 6118 | 152% | 725067 15,473 C2.13%
Wisconsin 2,027,775 17,883 088% | 1026273 | 4,791 0.47%
Wyoming 181,413 1,116 0.62% 97,233 a2 0.49%

Source: 1990 Decennial Census. These data were derived from two questions: “because of a health condition
that has lasted for six or more months, does this person have any difficulty taking care of his or her own personal
care needs, such as bathidg, dressing, or getting around the home OR going outside the home alone, for example,
to shop or visit a doctor’s office?”. ‘
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RURAL HEALTH
" 1. BACKGROUND

- In the existing health care system, major financial and non-financial barriers reduce
access to health care services for a significant number of individuals living in rural areas.
Consequently, individuals living in rural areas are more likely to experience reduced health
status and quality of life.

. More than 22 million Americans live in rural areas with a severe shortage of primary care
" doctors and close to 8 mﬂhon do not have health insurance. ¢

. There are signiﬁcant shortage of health care providers in rural areas, and needed
: . services are not always available. needed services is not always guaranteed

. In metropolitan areas, there are 225 doctors for every 100,000 residents, -
compared to 97 doctors for every 100,000 residents in non-metropolitan areas.
Moreover, in 1990, there were estimated shortages of 45,000 registered’ nurses,
1200 psychiatrists, and nearly 1000 dentists i in rural areas.

. A significant number of seniors with Medicare reside in rural areas. However, on
average, rural hospitals lose money on their Medicare patients -- Medicare operatmg
margins were a negauve 5.6% in.FY 1991 in these hospltals

‘ During the 103rd session of Congress, the Administration's Heaith Security Act made
significant efforts to remove both the major financial and non-financial barrier to health care
services for those residing in rural areas. In addition to guaranteeing private health insurance
coverage to all Americans, the plan had proposed to improve the availability and quality of
health care services in rural areas. Unable to reach a consensus, no reform initiative was
enacted into law. :

. More recently in the 104th session of Congress, drastic cuts in the Medicare and
Medicaid programs have been proposed -- combined Medicare and Medicaid cuts of almost
$500 billion dollars. The consequence of such action could have severe effects on the already
stressed, rural health delivery system. :

.  For example, rural hospitals that largely depend on Medmare would be forced to close
their doors or turn to local taxpayers to sustain them. :

. Rural Hospitals are often the largest ernployer in their communities. Closing these -
hospitals will result in job loss and physicians leaving rural communities.
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. ADMINISTRATION ACCOMPLISHMENTS

Although a final consensus was not reached on health care reform, the Administration, on
a separate but a parallel track has worked with rural communities to unprove the delxvery of
, health care services. :

. During the past two years, Medicare reimbursement to rural hospitals has been increased
to eliminate the urban/rural distinction that was once as high as 25%. Now, the Medicare
"standardized amount" payments to rural hospitals are equal to those of urban hospitals.

. Federal funding for programs that most help rural areas, such as community health center,
~ migrant health centers, and the National Health Service Corps have been greatly increased
during the past two years. These programs provide primary medical care to nearly 3
million rural Americans in some of the poorest communities in this country.

. With Federal encouragement and some matching funds, we have seen the number of rural
health offices at the state level increase from 26 in 1992 to all fifty states today. These
state offices are very active partners with their rural communities, their state, and with the
federal government in designing new strategies to solve rural health problems.

. With encouragement from this Administration, several states have begun working on'a
regional and now a national rural recruitment network, to share a rural practitioner
database and make referrals across recruitment programs.

. We have put the means for innovation right in the hands of rural communities. Last year,
we made over 100 Rural Health Outreach Grant in 46 states to help rural communities to
link institutional arms with other in their town and show how they would stretch scarce
resources more efficiently to care for their residents. These communities, for example,
have brought care to isolated residents in vans, medical training to the doorstep of weary
rural volunteers, and linked isolated doctors with fax machines and backup support.

. Through a collaborative effort with represc‘ntatives of rural managed care and other health
care entities, efforts to encourage expanSIOn of managed care plans into rural areas have
been made.

. The Administration has commenced eleven telemedicine demonstration projects to support

rural practitioners and enable them to provide state-of-the-art medicine to their patients.

. 'The development of more rural health clinics have been fostered by the Administration.
Medicare supported rural health clinics have grown during the past two years, increasing
from fewer than 800 to more than 2,000. These clinics use nurse practitioners, physician
assistants, and nurse midwives in support of physicians. As a result, Medicare provides
cost-based reimbursement to help support the use of these mid-level providers.
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III. ADMINISTRATION'S RECOMMENDATIONS .

'; - Increase the supply of health care providers and delivery sites in rural, undersefved areas.
. ‘Promote training of health caré providérs in mral'éreas.
. Provide incentives to attract h(ealth‘cage ?roviders to rural, underserved ar‘eas.‘
. Help coimnﬁnity—based providers to form nétworks and plané.
. Preserve and 'stregAthen the rural telemedicine programs. )
. Oppose deep cuts in Medicare and Medicaid that would uﬁdermine the delivery systems

and programs serving rural residents, (e.g., the closure of hospitals in underserved, rural
areas). - o
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The Health Security Plan

RURAL COMMUNITIES

America's rural communities pose special challenges in health care-- both for
those who néed services and those who provide them. A total of 34 million people--
half of them with incomes under 200 percent of poverty--live in rural areas with
inadequate health care.

The fragile economies of rural areas often mean that many residents have little
or no insurance, making it difficult for rural communities to attract and keep doctors
and maintain local hospitals. Twenty-one million rural residents are without
consistent accéss to primary care providers, and the population of younger rural
physicians has not expanded to replace those who retire. Rural communities worry
that the current shortage of physicians will continue, and limit their access to care
even further.

Americans living in rural areas also have a harder time getting to the services
they need. More than half of the rural poor do not own a car, and nearly 60 percent
of the rural elderly are not licensed to drive.

The Health Security plan will create a system that meets the unique needs of
rural communities. The plan will develop strategies for delivering and financing
health care in rural areas, making care more easily avatlable, and attracting doctors
and nurses to and keeping them in rural areas.

Guarantees Universal Coverage

. The Health Security plan will guarantee comprehensive health benefits for
all Americans, no matter who they are or where they live. Since rural areas
have a disproportionate number of uninsured, underinsured and Medicaid
recipients, providing universal coverage will help channel significant new
resources into rural health care systems. \

. The plan will encourage cooperative relationships among rural and urban
providers such as developing information sharing capabilities and referral
mechanisms to link academic health centers and rural health providers.

. Under the plan, regional alliances may provide incentives to urban health
plans to serve rural areas in their region. They may also be required to serve
underserved rural areas as a condition of participation.



Rural Communities

Page 2

®

These providers will either be offered contracts with plans, or receive
reimbursement on a fee-for-service basis to ensure access to care and
continuity of care for rural and other vulnerable populations.

Federal grants and loans will help essential providers establish links with
local practitioners, community hospitals, and academic centers, and form
integrated practice networks or community-based plans.

Coordination of Programs

During the phase-in of health reform, current block grants will continue to
pay for clinical services for the uninsured as well as supplemental services for
all low-income individuals.

After universal coverage is achieved, funds which had been used to provide
health services to the uninsured will be redirected and combined with new
grants to pay for support services to ensure access to care. These services
include outreach, follow-up, home visits, transportation, and child care
during office visits.

December 15, 1993



Rural Communities
Page 3
Increases Access to Providers

. The Health Security plan will develop an infrastructure and provide support
for primary care capacity to help serve rural citizens and providers. An
additional 14 million Americans will receive improved health care services as
the Health Security plan targets rural areas in which more than half of all
residents earn incomes 200 percent or less of the poverty level.

. New workforce initiatives, including tax incentives, increased
reimbursement, retraining, scholarships, and loan forgiveness programs, will
encourage health care providers to practice in rural underserved areas.

. The Health Security plan will expand the National Health Service Corps,
placing at least 3,000 primary care practitioners in rural areas by the year
2000.

Encourages Health Networks

. Under the Health Security plan, technical and financial assistance will be
provided to develop networks. This will help the rural communities that need
outside expertise to establish links with larger referral centers .and academic
health centers.

. The Health Security plan includes grants to support the development of
telecommunications links between underserved providers and other
providers, health care centers, and institutions. This will help facilitate
"group practices without walls," allowing easier consultation and
coordination among rural providers and with urban providers.

. New grants will be provided to academic health centers to help build
information and referral infrastructure needed to support rural health
networks.

. Investment in currently successful programs, such as community and

migrant health centers, will be increased to help them establish and enhance
contacts with other providers.

Assures Participation of Essential Community Providers
. For the first five years after implementation, the Health Security plan will

designate as "essential providers" qualified practitioners and facilities in
underserved areas.



WHAT IT MEANS FOR RURAL AMERICANS

Affordable insurance even if you farm, own a small business, or work in a small business.
You'll be able to get comprehensive insurance at the same rates that people that work for big
businesses can today. What you pay will be based on your family status -- not on where you
work, your medical history, or your age. The plan also includes tough measures against health
care fraud and limits on how much insurance companies can raise premiums. And if you are
self-employed in business or farming, you will be able to deduct 1 Q"/’g of your health care
costs from your taxes, compared to only 25% today.

More doctors and nurses to serve rural America. The plan will expand Federal loan
forgiveness and scholarship programs to increase the number of family doctors going to rural
areas -- dramatically expanding the National Health Service Corps, placing at least 3000
additional primary care practitioners in rural areas by the year 2000. It will provide tax
incentives to attract and retain rural providers. And it will promote the role of nurses in
helping to provide primary and preventive care.

Guaranteed access to the services you need. The plan funds essential support for low-income
rural Americans. That means transportation services to get to your doctor or hospital,
translation services, and outreach so you know what health services are available. The plan
also promotes school-based health care services in rural communities, to better enable our
nation's young people to obtain essential preventive and other health services. There will also
be investment in other prevention initiatives targeted to rural areas.

A single claim form to cut red tape. There will be a single claim form that all insurance
companies will be required to use, reducing paperwork and red tape. You won't be forced to
fill out form after form when you go to the doctor. You won't have to pore over fine print.
Fill out one simple form -- and you're done.

More choice. With more doctors, nurses, and networks of doctors and hospitals, you'll have
more choices as to how and from whom you get your care. All Americans will have their
choice of doctor and health plan. And the plan guarantees all Americans that they can
continue to receive services from their physician of choice in a traditional manner -- that is
payment for each service, otherwise known as "fee-for-service."

Networks of rural doctors and leading medical centers to improve the quality of rural medical
care. The plan will include incentives to build local networks of doctors, nurses and hospitals
working together to provide high-quality care. The plan also supports telecommunications
links between rural health providers and major medical centers to obtain expert advice. These
linkages will not only improve the quality of care, but they will reduce the isolation of rural
health providers, helping to recruit and retain doctors and nurses in rural areas.
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RURAL AMERICANS AND HEALTH CARE:
: The Current System

22.5 percent of the Americans live in rural areas. Many are isolated by
economics as much as by distance. Small communities may not be able
to support a physician practice -- and few young physicians are
interested in. taking over the solo practices of the many physicians who
will retire in the next decade. [Bureau of the Census]

32 percent of rural Americans did not have health care for at least one
month over a two year period ending in 1987. About 40 percent of all

agricultural workers and their families have no health insurance at all.
[Office of Rural Health]

Rural Americans with insurance coverage typically have policies which
cover less and cost them more out-of-pocket. [Working Group Paper]

= >

Rural-areas-havete ATORE e-rrmber-of-de
W rural residents live in areas which have a

shortage of primary care physicians compmmmww

urban areas. [Office of Rural Health]

In 1988, 68 percent of rural counties did not have enough doctors. In
fact, 111 rural counties had no physician at all. [Office of Rural Health|
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RURAL AMERICANS AND HEALTH CARE:
The Clinton Plan

REAL REFORM NOT JUST A PROMISE AND A PIECE OF PAPER ...

Rural Americans are hit hard by the current health care system. The Clinton
health care plan provides real reform not just a promise and a piece of paper.
We will help provide a more stable economic base for providers —- putting
rural communities in a better position to get and keep providers.

The Clinton plan will secure a comprehensive benefits package for
America's rural communities -- farmers, small business owners, and
families. We will end insurance underwriting practices that discriminate
against people based on whether they're young or old, sick or healthy,
married or single. We will ensure greater stability in premiums from
year to year.

Rural small business owners and farmers will get the advantages of
being part of a large group ~- gaining leverage to buy wholesale not
retail and the safety in numbers that comes from being part of a large
group including stable premiums.

Rural Americans will have alliances working to get them good coverage
and protect them from bad insurers.

HOW IT WORKS ...

The plan makes rural settings more attractive for doctors and other
providers by:

- Removing the heavy burden of uncompensated care paid by
providers and reduce paperwork

- Making sure providers are paid on time by reliable and efficient
insurers

- Breaking the isolation, by setting up links with hospitals, other
health networks and providers to increase rural access to the
latest and best information.

- Coordinating rural health care providers, hospitals, and home care
services.

- Providing emergency service support

The Clinton plan will train and recruit providers for rural areas by
building strong financial incentives into student loan programs,
providing rural medical school residency locations, and building links
between rural physicians and regional medical schools We will expand
the National Health Service Corps.



RURAL AMERICANS AND HEALTH CARE:
Questions and Answers

How will managed competition work in a rural area when there are
no providers to compete?

The Clinton reform provides secure coverage to all Americans regardless
of where they live. Rural Americans will be able to choose to go to their
local doctor through traditional insurance plan or an integrated health
plan. Rural hospitals and providers will develop community-based
health plans in rural areas linked to regional medical centers. In some
cases, urban health plans will expand to cover rural areas.

How will the plan help rural areas?

The biggest help for rural areas is providing secure coverage. That
means that all rural Americans -- regardless of where they work -- can
get secure coverage to a good benefit package for a fair price. By
building in economic incentives for doctors to practice in rural areas and
encouraging community-based networks to form, rural Americans will
be able to get the high quality care they need. Providers won't have to
continue to provide even more uncompensated care than urban
providers. They will get paid and paid on time.

How will reform work in rural America?

State flexibility is a dominant feature of the Clinton health reform. The
President, as a former governor, is fully aware of the tremendous
differences among the states. That's why this plan encourages states to
find the solution that's best for them -- it may mean alliances in one
state and a single-payor model in another. We don't want to
micromanage what states do so long as they meet the federal guarantees
of universal coverage, access, quality and cost containment.

Anti-trust and other state anticompetitive laws seem to be
hampering rural network development. What does the plan do to
alleviate this problem?

The proposes that the federal government develop model legislation,
which can be adopted by states, to protect developing networks from
federal anti-trust laws.

How will rural health interests be represented and assured?

Rural residents will be members of the governing board of the alliance in



direct proportion to the percentage of rural residents who are members
of the alliance.



. 02/17/84 18:15  T202 680 6518 ' @002

HEALTH SECURITY ACT OF 1993:

BENEFITS TO RURAL AND FRONTIER AREAS
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RURAL AND FRONTIER AREA BENEFITS

The Health Security Act will greatly benefit rural and frontier areas. Provisions affecting
rural and frontier areas are scattered throughout the Act. Together they provide a
comprehensive array of improvements.

e Universal coverage will provide comprehensive and continuous bensfits to millions of
uninsured and underinsured rural residents and assures reimbursement for providers
who care for them

® Financing provisions are tailored to assist self-employed residents and small businesses
pay for coverage.

° Special programs assure that health care providers will be available to care for rural
areas.
e Flexible alternatives are offered for creating rural systams of care.

UNIVERSAL COVERAGE

The Health Security Act:

L Provides health insurance for the estimated 8 million uninsured rural Americans.
L Improves the benefits available to many million mors underinsured rural residents.
. Relieves rural providers’ uncompensated care burden which amounts to billians of

dallars, over $1.5 billion for rural hospitals, alone.

FINANCE AND INSURANCE REFORM

. Self-employed people will be able to deduct 100 percent of the cost of their health
insurance premiums for the camprehensive benefit package purchased through a health

alliance, which will help many farm families.

o Alliances will provide increased purchasing power for individuals, small businesses and
self-employed people, often at less costly rates.

. Alliances will make haalth insurance purchasing decisions easier and more rational far
individuals and small businasses.
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Cost sharing, even under fee-for-service plans, will be less than many rural rasidants
currently pay with their commercial insuranca.

Insurance industry reforms will prohibit current practices of redlining, previous condition
exclusions, stc. which saffact individual insurance rura! purchasers.

INCREASING THE AVAILABILITY OF PROVIDERS THROUGH EDUCATION

Natianal effort will increase primary care physician trainees to 55 percent.

New funding for training primary care physicians and underrepresented minorities.
New funding for training of non-physician providers:

- Graduate nurse education programs receive $200 million per year

- Additional funding for training physician assistants, advanced practice nurses,
and administrators

ASSURING THE AVAILABILITY OF PROVIDERS THROUGH PLACEMENT AND RETENTION

Universal coverage will eliminate uncompensated care and pay providers for what they
do.

National Health Service Corps (which places about 60 % of their providérs in rural
areas) will expand nearly five-fold.

Tax credits are offered for primary care providers serving in underserved areas - up to
$1,000 per month is available for primary care physicians and $500 for nan-physician
providers for up to 5 years of service.

Allowabla depreciation expense for medical equipment is increased an additional $10,000
for primary care physicians practicing in designated underserved areas.

Medicare’s 10 percent bonus payment for primary cara physicians practicing in
underserved areas is increased to 20 percent, while other specialists continue to receive
a 10 percent bonus.

@oog
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DEVELOPING SYSTEMS OF CARE

States may require health plans to cover all or specific parts of a regional alliance area

-gs a condition of contracting with an alliance.

Alliances are permitted to offer incentives to health plans to encourage them to provide

‘coverage in rural areas.

{
Many rural providers will be eligible for transitional protection as essential community
providers.

Guidelines for risk adjusting premiums may have geographic factor.

States or alliances may opt for single payer systems.

- Academic health centers may apply for grants ta develop service relationships with rural

and .inner-city areas, including information and referral networks and
telecommunications.

PHS Capacity Expansion programs will provide:
- grants for communities to form “community heslth plans and networks®,
enhancing their ability to compete in the new system and to maximize their

control of their own destiny.

- loans and loans guarantees to help capitalize programs serving low-income
patients and underserved areas, including construction.

IMPACT ON RURAL HOSPITALS

Univarsal coverage will relieve the burden of over $1.5 billion in uncompensated care.

Linkages with ather providers will increase as health plans seek to assure benefit
package coverage. '

Access to larger, more appropriate workforce pool for recruiting.
May apply for Essential Community Provider designation.
May apply for PHS capacity expansion grants and loans.

Largest Medicare cuts are in programs that have smaller impact on rural hospital
reimbursement rates (disproportionate share and graduate medical education).

@oos
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IMPACT ON RURAL DOCTORS
L) Universal coverage will provide new source of revenue.

. Paperwork burden on doctors’ offices should be lightened.

] Primary care doctors will be in great demand and in a good bargaining position with
health plans.
. Medicare bonus payments for primary care doctors in underserved areas will rise from

10 percent to 20 percent.

s

. Tax cradits and accelerated equipment depreciation will be available to doctors in
underserved areas.

* May apply for Essential Community Provider designation.

IMPACT ON SMALL EMPLOYERS
. Discounts for low-wage small business will be provided.

. Small employers with low-wage employees will be able to obtain coverage for as litte as
$1.00 to $2.00 per day per employee.

. Mast employers now providing insurance probably will see their costs go down.

. Insurance industry practices of red-lining, price baiting, gouging and dropping coverage
when employees or their families get sick will be eliminatad.

. Cost increases in health insurance premiums will be controlled.

L Alliances will increase small business purchasing power and dramatically reduce
administrative costs of obtaining covarage.
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ESSENTIAL COMMUNITY PROVIDERS

The Essential Community Provider program provides transitional protection to federally-

funded and others delivering care in difficult-to-service areas. The program will assure that
providers caring for vulnerable populations are included in heaith plan development.

Health plans must contract with all ECPs in service area.

ECPs must be paid at a negotiated, contracted rate or, at the election of the ECP, at an
appropriate Medicare rate (e.g., FQHC, RHC, or Medicare capitation rate) or on the
alliance fee schedule.

Some providers are automatically certified, including:

- Community and Migrant Health Centers

- Rural Health Clinics

- Federally-Qualified Health Centers

- Indian Health programs (including tribal units and 638 contractors)
- other federally-funded providers

Other providers may apply for certification, including
-- rural haspitals

- physicians

- health departments

doo7
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I SUMMARY OF "
RURAL HEALTH AMENDMENTS

. Fundmg for the National Health Service Corps (NHSC) would be 1ncreased

TY. \RSHIP PROGRA

. "~ The Commumty Scholarship Program under the National Health Semce Corps would be
funded at $2 mullion annually for fiscal years 1996 through 2000. ‘

I OF ANTITR AF‘VE‘ARBR RRR H
DER . ‘ o ﬁ V C
e This provision would instruct the Department of Justice (DOJ) and Federal Trade

-Commission (FTC ) to clarify existing and subsequent antitrust safe harbors specnﬁeally for ,
rural providers by prov1d1ng more illustrative. examples in their pohcy gmdelmes

Ce The DOJ and FTC would also be mstructed to work with HHS’ Office of Rural Health (or

. Assistant Secretary for Rural Health) to develop methods to disseminate this information to
providers. :

MEDICARE BONUS PAYMENT: ;FOR NPPs AMENDMENT

. This provision would make nori-physxclan' practmoners (NPPs) such as nurse practitioners
- and physicians assistants practicing in underserved rural areas eli gxble for Medicare bonus
payments at the same rate as physicians providing pnmary care services in underserved -
areas. ,

«  This provision is-budget neutral relative to the Mitchell bill. The 20 percent bonus payment
~ for physicians included in the Mitchell bill would be slightly reduced, and the savings
- achieved wopld finance the NPP bonus payment. The Secretary would determine the
corresponding bonus payment rates for physicians and the NPPs based on these savings.
~The physicians would still receive a bonus payment substantially greater than the 10 percent '
bonus payment they currently recelve under Medicare

" RURAL D MA CARE PROGRA

. Few managed care plans have entered rural areas. By providing development and
operauonal grants, more man aged care plans would enter rural areas.

. This amendment would establish a grant program for the development and operatlon of

rural based managed care networks These grant funds could be used for the development



ofa rural based managed care network for data and information systems including
telecommunications, for meeting solvency requirements under Medicare, for the
recruitment of health care provxders and for enabling services mcludmg transportauon and
translauon : : :

. The grant program would be authonzed at$10 mllhon f0r1996 through 2000.
ERGENC DICAL _SER ES o

* + Agrant program would bc estabhshed for states for thc dcvclopmcnt ofa rural emergency
© medical systems: States would receive grants for the creation or enhancement of air
medical transport systcms that provxde vxcums of medical emergcnmes in rural areas with
-, access to treatment.

. Fundmg would be provxdcd for grants for tclemedlcmc - $15 rmlhon for FY 1996 through
2001. -~ .
REPRESENTATION Q "'I‘R”'ITE
"« This provxsmn would guarantee rural reprcsentatlon on several advisory Comrmttecs and

councxls cstabhshed under the Mltchcll bill. -

. As currcntly drafted the NHSC sets aside 20% of NHSC funds for nurses only. This
. arnendment would include PAs in xhe set asxde ,

ELIGIBILITY OF RH csm"‘gs:gg m‘ FUNDS

. The Mztchell bill cstabhshes several grant and loan programs to improve access to health
care in urban and rural underserved areas including -- (1) grants for the dcvclopmcnt of
plans and networks and the expansion and development of health care sites and services,
(2) d1rcct loans and grants for cap1tal costs (3) cnablmg and supplemental services.

. . Under the Mitchell bill, rural health chmcs could only receive developmcntal enablmg and
;o supplemental services funds as part of a.gon sortium of commumty bascd prov1ders

'+ - This amendment would allow non-profit and pubhc Rural Health Clinics (RHCS) tobe
~ eligible to receive -- (1) grants for the development of plans and networks and the
- ‘expansion and development of health care sites and services, (2) dxrect Ioans and grants for
; cap1tal costs (3) enabhng and supplcmcmal servxces ’ , |

.o Under this amendmcnt for-profit RHCs would only be chglblc to recewc loans for capltal
costs. :



- QFFICE. OF THE ASSISTANT SECRETARY FOR RURAL HEALTH

e The Mnchell bill elcvates the position of the Dlrector of the Ofﬁcc of Rural Hcalth to thc '
- Assistant Secrctary for Rural Health. A o

o However, as currently draftcd this prov1s1on does not transfer the current funcnons
performed by the Office of the Director of Rural Health to the newly established Office of
. the Assistant Sccrctary of Rural HeaIth These functions would be transferred to the -
OASRH : .

AL_AMENDMENTS TQ MEDICAL ASSI '[;A‘H'EF‘ LITIE

e Several techmcal amendments would be made to the MAF prov1sxons in the Lxrmtcd Service -
Hospltal Program o



ANTITRUST SAFE HARBORS FOR RURAL
HEALTH CARE PROVIDERS

> AMENDMENT S T
‘_3 .' ‘Thls amendment would mstruct the I)OJ and FTC to clanfy exlstmg and
. subsequent antitrust safe harbors speclflcally for rural providers by
prowdmg more 1Ilustratlve examples in thetr pohcy guldelmes
«  _The 'DOJ and FTC would also be mstructed to work W1th HHS’ Off'ce of

Rural Health to develop methods to dlssemlnate thls mformatlon to
provuders : :

CURRENT LAW

. Prowders can seek guldance from the agenCIes for actmtxes they fear could be challenged
' under federal antitrust laws : o

o o In September 1993 the DOJ and FTC joint‘lyv issued'antttrust guidance to health care

providers in the form of 'I‘he Health Care Antltrust Enforcement Pollcy
: Statements
« . The statements cover six areas -- (1) hospital mergers, (2) hospital joint ventures involving

~ high technology or other expensive medical équipment, (3) physician s provision of

* . information to purchasers of health care services, (4) hospltal participation in exchange of-
~ price and cost information, (5) joint purchasmg arrangements among health care providers " :
. and (6) physmtan network Jomt ventures. - ‘

'+ . The DOJ and FTC expeéct to release addltlonal and revnsed statements within the next :
- few months. Critics allege that the policy statements do not ‘address many of the i 1ssues that‘ T
. w1ll bc mcreasmgly cornmon 1n a managed competmon framework ‘

~e. - The pohcy statements contam antitrust safety zones for each category For example
-agencies will not challcnge joint ventures among hospltals to purchase, operate and market
‘the services of hi gh technology equxpment if the venture includes only the number of
hospttals necessary to support ‘the eqmpment ' ‘ :



. The statements also summarize the rule of reason analyses the agencres wﬂl use to
~ review aenvmes that fall outsxde the safety Zones. ‘

. ‘ If these statements do not offer enough gmdance, prov1ders can request a business
" ‘review and advnsory opinion from thé DOJ and FTC to review the antitrust .
* implications of a proposed activity. The agencies have established an expedited review
process; reviews are completed wrthm 90 days if the an'angement falls within a safety zone
and 120 days otherw1se : -

" ,WFOR AMENDMENT

.« VDespxte the issuance of the DOJ ’s Health Care Antitrust Enforcement POlle Statements, :
rural prowders still require additional gu1danee and clanﬁcanon on antitrust. matters.

. It also appears that many rural provrders are unfarmhar wrth the DOJ’s guldelmes and
" business review and adv1sory opinion processes. ‘Hospital associations: have made some
efforts to distribute guidelines to their members in the states. But the guidelines still
need to be more widely distributed to-all types of rural providers. Rural
. prov:ders should also aware of the .DOJ’s business revrew and advnsory -
oplmon ‘process. :

. ‘Although the DOJ is already planmng to issue more illustrative gu1dehnes for rural health
' prowders thls amendment would be a posmve symbol to rural provrders

.‘TALKING POINTS .

. Rural health care provrders cite an 1ncreased need to collaborate with colleagues and other
+ facilities to share sparse equipment and decrease the fragmentation of care. Rural providers -
- 'in South Dakota discuss efforts to merge hospitals, clinics, and phy51c1an practices to form -
~ "integrated health dehvery systems.” Unfortunately, they believe many of these activities
are stymled because. provrders worry that they will be deemed colluswe :

. .‘\'The mereé threat of lawsuits,. especnally among |soiated rural provxders who
often-do-not have access to sophisticated legal advice, may be inhibitin
provider collaboration. The threat of lawsuits by competitors an DOJ and/or
the potential for treble damages and criminal prosecution, and the expense assoc1ated w1th

- antitrust challenges may create a chrllmg effect on provrder collaborauon :

. . The DOJ 's safe harbor guldehnes were an 1mportant first step in dehneatmg safe harbors '
from antitrust prosecunon However, additional clarlf" catrons from the DOJ and
FTC are stall needed . , ,

el . Rural health provrders would be more hkely to pursue more collaborauve ventures and
estabhsh networks with addmonal gmdance from the DOJ and FTC. -



In addmon, it also appears that many rural provnders are unfamlhar w:th
the DOJ’s guidelines and business review, and advisory opinion processes.
This amenidment would instruct the DOJ and P'Fclwould also be instructed to work with

HHS” Office of Rural Health to develop methods to disseminate the policy guidelines and

information on DOJ’s busmcss review and advxsory oplmons procedures o rural

providers. . , | « :

This amendment does hL(,)_ establish broad antitrust exemptions for rural
providers. The amendment simply clarifies existing and subsequent guidelines for rural
providers and ensures adequate dissemination of this information. This amendment
responsibly addresses the concerns of rural health .care providers.



AMENDMENT -

‘e

QURRENT LAW
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MEDICARE BONUS PAYMENTS FOR NPPs

.

This prov131on would make non~phy51c1an practtttoners (NPPs) such as nurse practttloners

and physicians assistants practicing in rural HPSAs eligible for Medicare bonus payments at

the same rate as physicians: provrdmg pnmary care services in underserved areas.

Thts prov1310n is budget neutral relative to the Mttchell bill.

. The 20 percent bonus payment for physwlans 1ncluded in the Mitchell bill would be shghtly '

reduced and the savings achteved would ﬁnance the NPP bonus payment

The Secretary would determine the correspondmg bonus payment rates for physxctans and o
the NPPs based on these savmgs ' o :

The physicians would snll receive a bonus payment substanually greater than the 10 percent
bonus payment they currently recelve under Medlcare : .
L

{

" Non- physwtan practmoners are not ehglble to rece1ve Medtcare bonus payments under *

current law. ( | _

N Phy5101ans practtcmg in rural underserved areas recetve al0 percent bonus payment for

services provrded to Mechcare beneﬁcxartes o

1

'RATIO:NALE FOR AMENDMENT |

I
Non phy5101an practmoners are crxucal to ensunng that rural reSIdents have access to

pnmary care services. o 1}

_ , : .
Just like physrcrans non- physmtan practlttoners ‘need to be enticed to, practtce in rural

‘underserved areas. Medicare bonus payments may be one way to attract NPPs to rural
underserved areas. .. - o i L

|



".TALKING POINTS |

e ,V The Physwlan Payment Review Commrssron (PPRC) Wthh advises Congress on Medicare
‘ Part B and other issues, has recommended that the Medtcare bonus payrnents be extended to -
- non- physician practmoners ‘ : , :

. There conttnues to be a need to attract pnmary care provrders to underserved areas.
|
. It makes sense to extend the bonus payments now available to physxctans to advanced
practice nurses and physicians assxstants since these prov1ders very often treat patients in
rural underserved areas. t | . ,

. The pntenttal for NPPs to meet the needs of the rural underserved populattons has been a
‘ major factor in encouragrng their tratmng over the past twenty years.

L Most n nurse practmoners and PAs. are trained and educated as prtmary care providers -- that
~. is why they become nurse practitioners. Making HPSA bonus payments available to them is

SUI'C tO increase access to pnmary care services. ;
I

. Many of the same dtsmcenttvcs 0 relocattn g to rural HPSAs that exist for phys1crans exist
. _for NPPs. These include lack of professu)nal peers, lack of heath care facilities, and
* insufficient populatton base to sustain a practice. \Providing stronger economic mcenttves to
locate in rural areas is the one way to overcome these other dtsmcenttves :

+  Moreover, advanced. pracnce nurses receive only 75% to 85% of what physieians receive
‘ - for the same service more . These lower payments make it more difficult for advance
practice nurses to set up independent practices. Extending the Medicare bonus payments to
advance practice nurses would help to offset this lower rate of payment and make it more
: 'feasxble for them to open up pracnces in rural underserved areas. ' ~

[

. . .



'RURAL MANAGED CARE
“ DEMONSTRATIONS

l L
. I
!

'AMENDMENT
. Few managed care p ans have entered rural areas. S
«  This amendment would establish a grant program for the development and operanon of

rural-based managed care networks. These grant funds could be used for the development
-~ of a rural-based managed care network, for data and information systems including

telecommunications, for meeting solvency requirements under Medicare, for the

recruitment of health care provxders and for enablmg services mcludmg transportauon and

translation. _ A
e ’I‘he grant program would be authorized at $10 mllllon for 1996 through 2000. .
’ |
. , Spemal priority would be glven to those plans that would serve rural underserved areas and

those that involve rural residents and providers mlthe planning and development of the

managed care network L
|

OURRENT_LAW I

«  Thereisno provision under current law. - il

B RATIONALE FOR AMENDMENT

. Few managed care plans have entered rural areas: By prevrdmg development and
operanonal grants, more managed care plans would enter rural areas. .

TALKING POINTS |

. Few managed care plans have entered rural areas By provxdm g development and
operattonal grants, more managed care plans would enter rural areas.

+  This amendment would establish a grant. program for the devel opment and operation of
rural-based managed care networks. These grant funds could.be used for the development.
of a rural-based managed care network, for data and information systems including
telecommunications, for meeting solvency requirements under Medicare, for the . -
recruitment of health- care providers and for enablmg services mcludmg transportatlon and
translation. : A l :

. ) .The grant program wou d be authonzed at $10 mrlhon for 1996 through 2000
S : - L

l
i
l

‘ .
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o ‘ o |
‘ Specxal priority would be ngcn to those plans that would serve rural undcrservcd areas and
those that involve rural residents and providers in the planning and development of the

managed care network T : y

H



AMENDMENT -

:(Q

RURAL HEALTH CLINIC
F UNDIN G

i

The Mitchell bill establxshes several grant and loan programs to improve access to health
care in urban and rural underserved areas 1neludm g -- (1) grants for the development of

* plans and networks and the expansion and development of health care sites and services,

(2) direct loans and grants for capital cnsts (3) enablmg and supplemental services.

Under the Mttchell bill, rural health clinics could only receive developmental enabling and

supplemental services funds aspartofa gomomum of commumty based prov1ders

ThlS amendment would allow non- proﬁt and pubhc Rural Health CthS (RHCs) to be

eligible to receive -- (1) grants for the development of plans and networks and the

» expansxon and development of health care sites and services, (2) dtrect loans and grants for
,, capttal costs (3) enablmg and supplemental services. . :

l

Under thlS amendment for—pmﬁt RHCs would only be ellglble to recetve loans for capltal ’
costs. - o

RATIONALE FOR AMENDMENT

© . Allrural health chmcs are located in areas that are de51gnated by the Federal government as

medical shortage areas, and they serve a dlspropornonate number of patients t that have h

__tradmonally lacked access to health care. E

- A1994 survey of RHCs revealed that nearly 30% of the panents in RHCs are on Medn:are, o
-1 28% are on Medicaid, and 14% are uninsured. While 63% of the US population has ‘
- private insurance, only 28% of the patients caredi fori in an average RHC have pnvate

msurance . . o & [ o

RHCS. as xmpartant prov1ders to the underserved in rural areas, must be given the same

* opportunities Sen. Mitchell’s bill gives other rural prov1ders to enhance thelr abtltty 1o serve

the rural communmes that depend on them.
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RURAL HEALTH CLINICS IN
SOUTH DAKOTA -

I would like to tell yoin about a 'rural‘ health chmc that I vxsxted in Wall,
South Dakota. Wall is a community of about 850 people The clinic is run by Dave
Custis who is a physwxans assistant. . .

- Dave has been workmg in the clinic for the past ten year. He isa PA practxcmg alone in the -
rural health clinic. The physician affiliated with hxs clinic is in Rapld City. The physman

o comes to the clinic a half a day a week. , l

The chmc was one of the first rural health clinics in the country, opening in the late 1970s.

| - Prior to the clinic opening, there had: been no one prov:der consnstently

, prov:dmg care for the commumty {

Phys:c:ans had practtced in Wall but because of hospital closures and
other factors, the town was not able to consistently keep a rural health care
prov:der untx] ‘the rural health cl:mc opened . L

The clinic estimates that between 20 and 30 percent of the populatlon in
uninsured. Without Dave and his clinic, these people probably not receive any health
care services, and certainly not prevenuve semces

' Attached isan arnclc that appeared in USA Today that featured Dave s chmc
1 | '

|

There are 40° Rural Health Chmcs in South Dakota comparcd to 15 Federal ly Quahﬁed
Health Centers -- 2 urban and 13 rural. FQHCS The 13 rural FQHCS were RHCs before

bemg de&gnated FQHCs o » ;«

All the RHCs in South Dakota are non-profit entities.
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. Scnator Mitchell’s bill a].rcady includes a substannal set of rural health provisions. He

Rural Health PrOVISlons in Mltchell

listened to the concerns many of us expressed about how rural areas would be affected by ~— = -

* changes being proposed in our health care system’ and the bill he introduced reflects his
' commitment to cnsurmg that health reform does not pass by rural communmes
|
« . This packagc of amendments bullds on thc solid base the Majority Lcader s bill cstabhshes
for rural America. ‘ S R . ‘ o

‘ -.t v Below is a suromary of the rural proyisions in the{Mi‘t'chellvbill. E

~ LIMITED SERVICE HOSPITAL P'RO'GR}VAM

The Mitchell bill estabhshes a limited service hospital program which establishes altcrnanve
hospital models for small rural hospitals. A limited service hospital program could include a rural
primary care hospital program (RPCH), a medical assistance facility program (MAF) or both.
These limited service hospital programs would be relieved of many regulatory burdens under
~ Medicare as well as receive reasonable cost reimbursement from Medicare which limits the
financial risks faced by these small rural hospitals. Limited service hospitals would be encouraged
_to develop integrated provider networks. Any state wishing to participate in this program would
submit applications to the Secretary. Grants would be awarded to states that have submitted
apphcauons for planning and dcvclopmg a rural health care plan and desi gnann g PRCHs or MAFS.

, |
EA H/RPCH PR RAM
S
The Mitchell b111 improves thc EACH/RPCH program by prov1d1ng more ﬂex1b1hty to RPCHs.
* For example, RPCHs would have to mieet an_average 96 hour length of stdy requirement instead of
the current requirement that any individual hospital stay cannot exceed 72 hours. The bill also
increases the allowed number of SNF beds for a PRCH and repeals the development of a PPS
system for inpatient and outpatient RPCH services. PRCHs could establish a network with at least -
pne hospital (not neccssanly an EACH) that fumIShes scrvxces scrvrccs that the PRCH cannot
urnish. . R ‘ .

As part of the l1m1tcd service hospxtal program, the EACH/’RPCH program would be expanded to
~ all states. The authorization for the program would be extended through 1999. The authorization =
- - level would be ralsed to $15 mllhon from 1993 through 1995 and $25 million for 1996 through
1999. - :
. . } :

MEDIQAL ASSISTANQE FAg:ILITIES

As part of the hrmtcd service hospxtal program the MAF program would be opcned up to all states.

|



V\equtpment ) - N

‘PA/NP REIMB R EMENT
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'R RAL HEALTH TRAN ITI N RANT PROGRAM

The Mitchell bill permits RPCHs'to be ehgtblc for thesé grants extcnds the authorization of

‘appropriations for this program through 1999 and requu'es grantees to- subrmt reports annually

instead of every Slx months.

MEDICARE DEPENDENT SMALL RURAL HOSPITALS

‘The Mitchell bill extends the current law clasmﬁcanon of Mcdxcare dependcnt hospitals whxch

beneﬁts many hospnals by offering hi ghcr retmbursemcnts rclatwe (03 the PPS rates.

TAX PROVISIONS < ? " 1

The Mitchell bill includes tax credits for providers in rural undcrserved areas ($1000 for physicians
and $500 for non-physician practtttoners) and increased expensmg limit provisions for medlcal

|
TELEMEDICINE AND RELATED TECHNOL GY

The Mitchell bill would estabhsh addlttonal grants for telemechcmc The bill also establishes an

- interagency task force to coordinate evaluations of telemedicine and related technology -
“demonstrations. The Mitchell bill estabhshes demonstrauon pro_iects to cstabhsh paymcnt

methodologies for telemedicine.- o
| . ' E
MEDIg‘:ARE BQN !ZS PAYMENTS o

|

Medicare bonus payments would be increased to 20% (fr[om 10%) for all pnmary care services |

provided by phy3101ans ina rural HPSA. L |

' '-The Imrmgratton Act would be amended to’ allow an mterested state agenc),r (rather thanan

“interested federal agency ) 10 cemfy therc is a need for the forelgn doctor to remain on the’
hospital’s staff. , A : '

QFFICE OF THE ASSISTANT SECRETARY FOR RURAL HEALTH

" The posmon of the Du*ector of the Officc of Rural Health would be elevated to the posmon of the
‘Assistant Secretary for Rural Health, thus enabling the Office to promote departmental policies that
- effectively address rural needs. ‘The Office’s mission. would be expanded to mclude adwsmg on

how health care. rcform would 1mpact rural areas. |

]
i
-

o Under Medlcare all NPs and PAs (mcludmg those in rural areas) would be dlrcctly relmbursed by .
Medicare at 85% of the RBRVs rate for services perforrncd in all outpatient settings. Under -
- Medicare, rurally-based NPs would be directly relmburscd at 65% of the RBRVS rate for assisting
+ . atsurgery in urban areas. States would’ also be requ:rcd Lto dlrectly retmbursc all NPs i in rural area

under Medlcaxd

l
}
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QOMMUNITY HEALTH GROUPS AND HEALTH QARE SITES

Thc Mitchell b111 estabhshcs several grant and loan programs for to increase access to health plans,
networks, sites and services by rural Americans. Entmes‘can apply for grants and loans for the
development and expansion of plans, networks, sites and services as well as for capital costs
associated with these activities (hodernization, construcuon or expansion of facilities). Grant
funds could also be used to finance enabling services such as translation and transportation and
supplemental services not covered in the standard ben€fit package. Eligible entities for these grants
and 1oans include rural health clinics and federally quahﬁed heald centers, among others.

l

TIONAL HEA TH ER I E RPS

" The Mxtchell bill increases fundmg for the NHSC and: requn-es that at least 20% of thosc funds in
the Scholarship and Loan chayment Program would be desxgnated for nurses. ,

GRADUATE MEDIQAL EDHCATIOI_\I {

The Mitchell bill would also altcr GME fundmg to encourage an increase in the supply of primary
care providers which are: in-short supply in rural areas. GME payments could be made directly to
the “applicant program” so that cornmumty health centcrs rural health clinics and others could run
training programs. - - ; . : .

ESSEI_\[TIAL CQ num{ PRQVIDERS

The Mitchell b111 reqmres all health plans to either have a partlc:lpanon agrcement or contract with
essential community providers. ECPs include federally qualified health centers and rural health
clinics, among others. RHCs and FQHCs. wnhout a part1c1pat10n agreemcnt would be guarantced

‘ reasonable cost rclmbursemcnt o |

!
i
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GENERAL BAC KGROUND

RURAL HEALTH CARE DELIVERY'
-KEY ISSUES

| The key issues in the effective dehvery of hcalth care 1o rural Amerlca can be exammcd under the |

: headmgs of -- msurance coverage, prov1ders capacuy, and Medlcare

o 'Insurance Coverage |

. 7.7 m1111on rural Amencans now lack basw‘health ms'uranc’:e-y " '
.. ld%vof rural rcmden_t_s are wrthout health i 1nsurance at sdrne point during a-year |
o .. o 265% of the’rur‘al uninsurr,dt are chlldren | i | |
. o 32% of t}ua nonelderly rural uninsured huue ;fanulﬂ{ incorné;' bel'ow‘.the pouerty lev‘el‘
. '6%’ of nonelderly V'rural uninsurc»:.djare‘ farm férnilies | * o
. 42% of the rural"uninsurcd uré Wdrking’ '
e - 60% of the nonclderly unlnsured who work are. cmpioyed in firms of less thun 25
cmployecs : I : .
: K 15 1% of rural nchool age ch1ldren are uninsured- compuréd to 13 1% in urban 'ureas |
. e : 55, 5% of rural workcrs are msured through thexr .workplace or umon compared to 61. 8% -

’ for urban workcrs o

| ‘Provxders -

- Increasmg the supply of pnmary care phymmans and attracnng thcm 0 rural commumues is
the top pnorlty for in rural areds ‘ e ~

s ‘Next on thcrr hst is enhancmg thc numbers of non-physwran prowders and enlargmg their
" roles : - :

‘s . ~Amore recent, but equally critical problem, is the increased competition for primary care




physicians and non-physician providers from urban managed care plans: Rural areas fear
that there may be a drain of primary care physicians from rural areas to urban-based

- employment packages offered by HMO’s that provide both a shorter more predrctable
work schedule and a guaranteed htgher income. ] o : :

~ Capacny‘r o o - .VE

. . Rural areas have too few points of access to care. Many of the prowders work in relattve
isolation. : » B | :

. There are many small rural hospltals that must prov1de the full ran ge of medtcal services

. w1thout adequate specrahty back- up t i

. There have been hospttal closings due to under utlthzatton and payment shortfalls. There :
~ were, in fact, 330 rural hospital closings between 1980 and 1990. V N
. Tris important to note that the rural hospital is often the core institution of an mtegrated

“health dellvery system and a hospttal s failure can bring down the entire network
¥

i

hdedlcare

e In rural hospitals today, Medtcare payments acco‘unt for. about 40% of net panent revenue..
- While that is the average, in some rural facilities Medlcare accounts for nearly 90% of -
_patient revenue. In 1992, 31% of rural hospitals [had negative total operating margms,
comparing total Tevenue with total expenchtures not just Medtcare »

. Frnancmg health reform through savings in Medtcare is of major concern to rural Amertt:a,
. Due-to the htgh proportion of elderly in rural areas, any continuation of the Medicare

‘program with a reduction in Medtcare outlays has the potentlal to put many rural provrders
ata srgmﬁcant financral nsk : L

.- Under health reform,"if Medicare does not pay itsf fair share, and there is no significant cost
shifting from private sources, the hospitals will suffer. Even though universal coverage
will end these hospitals long history of dehvenng uncompensated care, it is posmble that
the gains.from thrs wrll not offset the losses from Medicare. ~

L Further under Medtcare there is a decade long htstory of mequttable funding of rural areas

| - "as compared to urban areas. Rural areas are opposed to any perpetuatron of thlS payment
scheme under any new health reform measures :
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South Dakota

_145 000 SD resrdents (20 3%) had no health msurance at some pomt dunng 1993

RURAL HEALTH CARE DELIVERY
'~ SELECTED STATISTICS

A hi gher percentage of rural resrdents than urban resiidents are without health insurance.”

: Up to 25% of rura.l doetors will retrre or relocate w1th1n the next ﬁve years :

'I‘he government has 1dennﬁed about~2,OOOA prtmary care shortage' areas” with a total

: pOpulation of 35 million citizens. Tt would take"more than 4, 000 doctors to ﬁll these area's.r '

' Rural areas recerve 42% fewer health service dollars per caplta than the US average

' populatron resrdes in frontrer counties.

erteen countles in SD have no hospltal.

: Only 9% of SD doctors practrce in frontter areas.

J :
In 1980, a typrcal SD farmly Spent $1 623 on all its health care In 1991, the same famrly o

~ spent over $3,863 and, by the year 2000, it can expect to spend $8 365. This would bea
o 413% increase from 1980 L : o

: Durmg the last decade the average SD famrly s health payments rose 281% faster than

wages

SD is 60% fronner (less than 6 people per square mrle.) Twenty percent of the state’s

' V43 of 66 counties in the state wrth 70% ot‘ the land and 25% of the populatron are in
: health professronal shortage areas (HPSAS) - o

- SD ranks 47thin the country in terms of the phys‘cran to population rat:lo, with one primary

care doctor for ¢ every 1 433 people o

Three fourths of the state s nearly 1, 100 doctors are practlcm gin towns of 10 000 or
- more. ‘ : o : ‘

A Survey of second year students at USD Sehool of Medrcme mdrcates that students would

consider serving in rural SD but think they would prefer to practrce in larger cmes o
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THE HEALTH SECURITY ACT OF 1993
Responding to the Needs of Rural Americans -
Health Care That’s Alwayjrs There

Every American citizen will receive a Health Security Card that can never be taken away and

guarantees a comprehensive package of benefits, no m,aue_r where you live.

1 .
Guaranteeing comprehensive benefits that can never be taken away. Assuring that quality health
services are available, no matter where you live. Cost savings so rural Americans get the care
they need without bankrupting rural businesses and farms. Simplifying the system. Making
everyone responsible for health care. These are the pnnc:ples of the Health Security Act of 1993
and they are not negotiable, |

|

WHAT’S WRONG WITH HEALTH CARE IN RURAL AMERICA

Rural communities are suffering under the currefnt health care system. They lack vital
health care services and often the means to pay for them

¢ Lack of Insurance. 8 million (17%) rural Amcrxcans have no health insurance,
including 18% of those living in farm farmhes Rural residents have higher rates of
chronic or serious illness, and many, especially those engaged in farming, mining, and
other high risk occupations, face a constant fear that their insurance will be cancelled if
they get sick or have an accident. They often cannot get further insurance because they
now have a "pre-existing condition. " :
¢ Skyrocketing Premiums. Even rural Americans with insurance face skyrocketing
premiums because they usually have to purchase coverage, alone or through a small
business. They do not have the protection of being part of a large business or purchasing

group that can successfully negotiate lower premiums.

{

¢ Inadequate Coverage. The insurance which m%al Americans have often does not cover
the health services they need, such as primary a'nd preventive care.

* Lack of Choice. Rural Americans have veryi little choice as to what type of health
insurance they will buy. Most rural Americans work for small businesses that offer no
choice of coverage: Only 3 out of every 10 employcrs with fewer than S00 employees
offer any choice of health plan, ;

¢ Lack of Providers. Physicians and other héalth care providers currently find few
incentives to practice in rural areas. The fraglle economies of rural communities and

poor health insurance coverage provide little ﬁnancxal stability for rural health care

'
:

i
i
!
!
!
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practitioners and hospitals. Long hours and isélatiou wear rural providers out; the
network of care-givers is stretched past the point of breaking. As a result, over 400,000
rural Americans live .in counties without a smgle doctor and 34 million people live in
rural areas with inadequate health care. ;
¢  Lack of Transportation Services. Rural Amerig!:ans have a harder time getting to the
services that are available, Most rural communities lack any public transportation
system. More than half of the rural poor do not own a car, and nearly 60% of the rural
elderly are not licensed to drive. |
|
For a long time, rural Americans have known thatfmuch of what is wrong with our health
care system -- insecurity, high cost, and inadequate basic primary care services -- threatens what
is right -- quality and mnovanon

HOW THE PLAN WORKS
i

Every American citizen and legal resident will receive a Health Security Card. The Act creates

large insurance pools to which all Americans belong, whether employed or unenmployed, tural
or urban. These pools, called alliances, are established by the states in accordance with national
standards for quality, access, and cost control. All employees and employers in businesses with
lcss than 5,000 emmployees are part of area health alliances. These alliances give consumers
and small businesses the power to buy affordable care. Businesses with 5,000 or more
employees will be allowed to operate as "corporate alhances

Everyone will have a choice of health plans You’ll be able to follow your doctors and nurses
into a traditional fee-for-service plan, join plans composed of networks of hospitals and health
professionals, or join a plan composed of large mulu-specnalty clinics.

Almost everyone will be able to sign up at work for a hycalth plan. You will receive brochures
that give you easy to understand information on the health plans -- doctors and hospitals
included, evaluation of quality of care, consumer satisfaction ratings, and prices. If you are self-
employed or unemployed, you can sign up at your area health alliance.

Generally, most individuals and families in which at least one person works will pay a maximum
of 20% of the average health plan premium in their area. Those who choose a lower cost plan -
- from among those offered in the area — will pay a lmle less than the 20% average. Those who
choose a more expensive plan will pay a little more, as they do today. Employers who currenty
pay 100% of health benefits may continue to do so. |
. [
J
AN UNFRECEDENTED FOCUS ON RURAL HEALTH CARE

The challenge of hcalth care reform in rural Amenca is to create a system that meets the
unique needs and circumstances of rural communities. - Health care reform must provide
acceptable and appropriate programs for delivering and financing health care in rural areas,

P

i
|

= 310
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increasing the availability of care and opportunities for Igroviders

The Health Security Act targeted the needs of ruml Americans from the earhcst stages
of its development |

¢ The special Working Group on Rural Health Care \was formed to advise the White House
Task Force on Health Cane Reform,

¢ Rural health care experts from all over the country were deliberately brought o
Washington to assist in the development of all aspect.s of the health care reform policy.

¢ Consultations with rural consumers, businesses, farmers health care provxders and rural
organizations occurred throughout the process. j ‘

The result is a health care reform plan with an unprecedented focus on rural health carc
based on the following principles: Security, Comprehenswe Benefits, Savings, Quality, Choice,
and Simplicity, |

|
l

PRINCIPLES OF THE HEALTH SECURITY ACT
WHAT IT MEANS FOR RURAL AMERICANS
|
Principle 1:
Security: Health Care That is Always There

The Health Security Plan guarantees that rural L&mencans will always have insurance
coverage, with good, comprehensive benefits -- no matter where they live or work.
I
Secunty comes in two forms: (1) affordable, secure insurance coverage, and (2) adequate
health care services available. |

Here’s how the plan guarantees security for mr$1 Americans.

Affordable and Secure Coverage .
¢  Provides coverage no matter where you worli or if you work

The Plan will guarantee coverage if you lose your jOb or switch jobs. Under the current
system, if you lose your job, you lose your health insurance. If you switch jobs, start
a small business, you are also likely to lose your health insurance,

L J Makes'it lllegal for insurance companies to deny or limit coverage beeause of "pre-
existing conditions", sickness, or the kind of work you perform.

]

i
i
|
i
H
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All health plans will be required to accept anyone ! who applies - healthy or sick, young
or old. It also prohibits insurance companies | ‘from dropping sick subscribers or
selectively raising their premiums. |

t
Even during the three years before this plan is fully implemented, insurance companies
will be prohibited from dropping subscribers or selectively raising premiums due to
illness or accident. It also seeks to set up a government-sponsored insurance plan for
consumers who cannot buy private coverage duririig the transition period.
I

 J Provides affordable insurance even if you farm or own or work in a small business.

Through the Hcalth Alliances, all Americans w111 be able to get the lower prices now
available only to large groups, giving rural Amcncans greater bargaining clout.

If you are a self-employed in business or far;mngior are an mdependem contractor, you
also will be able to deduct 100% of your health care costs from your taxes, compared to
only 25% under the current system ,

|
ring Adequate Available |

]

Here’s how the Plan helps assure that adequate services‘ are available;

4 Holds states, alliances, and plans accountable for ensuring that rural residents have
access to health services, ' - .‘

t
l

Alliances will be gwen spectﬁc responsibility and authority to address the specific access
problems of rural communities. Health plans, allmnccs, and states will be required to
monitor rural health care access and quality of care. They may assist in the development
of health plans in underserved rural areas, .md may also require urban health plans to
serve rural areas within an alliance region. ' In addition, they can offer long-term
contracts to health plans serving rural areas. '

4 Helps bnng health care where its needed. The Plan he!ps tram, recruit, and keep
rural primary care pracutioners 1

° Changes federal funding of medical education to increase the number of primary
care practitioners who are trained for rui'ral practice

e Develops model legislation to promote the expanded role of nurse practitioners,
physicians assistants and clinical nurse midwives to help them better serve rural
communities. l

4 |

i
|
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Expands Federal loan forgwcness and scholarshxp programs to increase the
number of primary practitioners going to underserved rural areas — would

dramatically expand the National Health iServnce Corps, placing at least 3000

additional primary care practitioners in rural areas by the ycar 2000,

Increase bonus payments for primary carq. physicians practicing in underserved
rura] areas. }

Provides tax incentives to attract and retain rural providers.

~ Supports telecommunications linkages bétween rural practitioners and major

hospitals and teaching centers to obtain expert advice, specialty consultation and

6710

professional continuing education. These linkages reduce the isolation of rural

providers and thus help to recruit and remm practitioners in rural areas.

~ Provides Federal grants and loans for rur‘al practice expansion and renovation.

{
Creates incentives to build rural community-based networks that reduce isolation
of rural professwnals and enhance local contro]

|
\
Comprehenswe Beneﬁts' Keeping You Healthy :

All Americans will receive a Health Security card that guarantees a benefits package that is as
comprehensive as those offered by most Fortune 500 companies -- a package that exceeds the
average coverage of most rural Americans. The comprehenswe package goes beyond most
current rural Americans’ insurance plans by covenng| a wide range of preventive services,
including mammograms, Pap smears, and i lmmumz;mons at no charge to you In addition, the
package would provide for the following expanded semces

4
¢

Principle 3 .
Savings: Controlllng Health Care Costs

Expands coverage of long-term care services for elderly and disabled rural Americans.

- Funds essential support services for low-income rural populations to ensure that they have
access to high quality care: transportation, translation services, and outreach, for
example. |

|
I
[

Promotes of school-based health care services in rural communities, where desired, to
better enable our nation’s young people to obtain essential preventive and other health
services. |

Invests in public health and prevention initiatives targeted o rural areas.

|
|
\
|
|
|
|
i
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The Health Security Act cuts costs for rural Americans: ]'

K Allows self-employed farmers and businesses to deducz 100 percent of their health care
costs. Currently, the self-employed can deduct only 25 percent of these costs.

* Secures for farmers and small businesses the ﬁurchasing power of large groups to
negotiate reduced insurance premiums through the Health Alliances.

¢ Eliminates excessive administrative costs assoclawd with individual insurance policies for
small businesses and farmers through the Health Alhances

¢ Decreases excessive administrative costs for rural doctors and hospitals by reducing the.
number of claims forms and reporting requirements,
! .

Principle 4: |
Quality: Making the World’s Best Care Better — and Available Everywhere

The Health Security Act puts a new emphasis on prcvennng illness before it becomes a crisis.
The Plan provides a variety of incentives and programs to increase the supply of quality health
services in rural communities. N

¢ Promotes good health through expanded coverage of preventive and primary care services
which all Americans need. I,

¢  Reduces professional isolation and the quality of ’medml consultation through the use of
telecommunications technologies to link rural providers and major hospitals, allowing
expert advice and information to be exchanged rapldly

¢ Provides incentives for more family doctors to'parcuce in rural communities, through
enhanced reimbursement, tax incentives, and Othcr ﬁnancxal incentives.

L Provides special training for providers to prepare for practice in rural areas.
* Requires states, alliances and plans to monitor 1theLr performance according to Federal
standards to ensure that rural Americans have access to quahty health care services.

Principle 5: * ?
Choice: Preserving and Expanding Choices for All! Americans

* Expands cholce by expanding the supply of health practitioners in rural
communities.

Under the Health Security Act, a variety of pro'grams are created to improve the training

6 |
|

|

i
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of pracnoners for mml pracuce, and enhanc;e| the recrutiment and retention of

- practitioners in rural communities.

I
Guarantees all Americans that they can continue to receive services from their
physician in a traditional manner — that is payment for each service, otherwise
known as the “fee-for- M I

In many rural communities, there are no mtegrated health care plans; that is, plans in
which people pay a fixed fee to receive all or most of their services from a group of
providers. Under the Health Security Act, rural Amcncans will continue to have a fee-
for-service plan available to them. |

|

Encourages the Development of Rural, Com}mumty—hased Health Networks of

- Providers and Integrated Plans. s

Rural health provider networks operated loca!ly bnng the benefits of greater cooperation
and integration of services to rural communities. These integrated networks can provide
good linkages to more specialized services. In many instances, these plans will contract -
with HMOs and insurance companies to manage the care of rural residents in their area
that enroll the plans. In other instances, such networks may have the financial and
population base to be able to become plans tllemSelves.

The Clinton Plan supports the development of locally sponsored rural health care
networks and rural plans by removing legal barriers, providing market incentives and
offering federal grants and loans to suppon bmld networks and plans.

Encaurages or Requm Urban Health Plans t[o Offer Coverage in Rural Areas.

Secure coverage and fair payment rates provide incentives for health plans to locate in
rural areas for the first time. The health alliances can provide incentives or require urban
plans to expand to rural areas if it is in the best interest of rural residents.

|
I
;
l
!

Simplicity

i
~ Reduces Paperwork and Cuts Red Tape }

Rural physicians and other providers complain thax insurance papcrwork mkes away from
patient care. In rural areas, this paperwork is particularly burdensome since rural
hospitals and physicians rarely have the resources to keep up. The plan will reduce the
burden on physicians and hospitals for repomng; and claims processing and will provide
incentives for electronic data processing to ruduw paperwork It requires insurance
companies to use a single claims form. \

!
|
1
|
|
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¢ Reduce Regulatory Burden - Reform of the Chmm] Laboratoxy Improvement Act
(CLIA) ,

CLIA was passed in the late 1980’s in response to: major quality problems in our nation's
medical laboratories. Unfortunately, regulations 1mplemennng CLIA were insensitive to
the needs of rural communities and senously, threatened the existence of quality
laboratories in those communities. The Health Security Act would reform CLIA to ease
the regulatory burden on laboratories performing simple and moderately complex tests.
It would revise laboratory personnel standards to better reflect the needs of rural and
urban underserved areas.
PAYMENT SCENARI (‘ 0S |
The following examples highlight how the Health Secunty Plan would affect rural Amencans

|
|
i

Scenario 1: Young Family

Mary Jones and her husband, Dave, have two young children. Mr. and Mrs. Jones work
at the local rural canning factory. Together, t.hey earn $35,000 per year. They have no
insurance through their employer and have to pay $5,000 per ycar for very limited
insurance that covers hospitalization and limited doctor services, but no preventive
services. - When they visit the doctor or ourpauent clinic, they must pay 40% of the -
charges. When they add their out-of-pocket costs for preventive and routine medical
careto the premium costs, the Jones family pays appmxm;axely $$6,500 for medical and
dental care. ;

$
Under the Health Security Plan, the Jones family will a maximum of 20% of the average
plan premium for two-parent families in their area. Assuming the average plan in their
area costs $4,500 per year, the Jones Family would pay no more than $900 per year for
their health insurance coverage — coverage that mcludes preventive for their family and
dental services for their chxldren

Scenario 2: Small Business OwnerlSelf-Employed Flflrmer

John Smith is a farmer employing 4 full-time ethvalcnt workers (2 full-time and 4 half-
time workers) with children. Mr. Smith’s avcrage wage per-worker is $20,000, so that
his maximum contribution is capped at 6.2% of total payroll. For simplicity sake,

assume his total payroll is $140,000 (380, 000:for workers and $60,000 for himself).
Currently, he provides no health insurance coverage for his employees. He also must
purchase health insurance for his family, which costs him $7,200 per year, since he is
considered in a high risk category and has had \two serious farm accidents. Only 25%
($1,800) of the premium is currently tax deductible.

Let us also assume that the average premium in Mr. Smith’s alliance area is $4,200 per
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family. Under the Clinton Health Plan, he would pay a maximum of $8,680 (6.2% of
$140,000) for health care coverage for all his workers and the employer contribution for
himself. In addition, he would be required to conmbute as an individual $1,140 — the
difference betwcen the employer contribution for his premium or $3,360 (80% of $4,200)
and the cost of the plan he has chosen ($4,500). So in total, John Smith will be paying
$9,820 to cover himself and all his employees under the Clinton Plan. This is compared
to $7,200 under his current plan to cover just hlmself and his family. However, all of
his employer contribution ($8,620) will be tax deductible as a business expense. Assume
that Mr. Smith is in the 30% tax bracket; his insurance coverage for all employees and
himself will cost $xxx in after-tax dollars . This compares to a current cost of $5,400
in after-tax dollars to cover just himself and his f?nﬁly.

i J '
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To: Lynn Margherio
From: Lois Quam

Re: Rural HealtlzCare
D#tc: Novembc; 26,‘ 1993
I am attaching background material on rural health care which you may find useful for the

December 2nd meeting in Maine. Dena Puskin at the federal Office of Rural Health
Policy is separately sending you some additional material.

I have included an outline of what I have found to be the most effective arguments on rural
health care and responses to the two most often an;wered questions.

In general, I want to underscore two points. First, the parts of the plan with the: most
significant benefits to rural areas are the central initiatives of the reform: universal
coverage, standard benefits, insurance reform, large group purchasing, integration, and
administrative simplification. The strength of these initiatives outweighs the impact of all
the special rural initiatives, because rural areas suffer more now from the problems of our
health care system. Therefore, rural areas stand to benefit even more from the reform.

This point is often missed by rural health pcilicy activists. During the last two
Administrations, rural health care reform focused} on special grant and loan programs.
While important, these initiatives are a drop in the bucket. However, this history leads rural
health care activists to focus on these special progrz;ims and therefore sometimes lose sight

. of the overall impact of the plan. |

‘Second, the strongest rural criticism of the plan !is of the Medicare savings and their

disproportionate impact on rural hospitals. There ﬁs great concern that these savings will
speed the closing of small rural hospitals. We have argued that the benefits of rcform
outweigh the impact of these savings, but this argument is not generally accepted.

This issue is complicated by the fact that the closuife of some of these hospitals is almost
inevitable given health care reform or not. However, this is a highly emotional issue in rural
areas and reform is often labeled as the cause. In Minnesota, the big hospitals always hide

behind these small hospitals when they argue for more funding. As a result, they whip up
a far amount of hysteria. o

I am of course happy to assist you in any further way. Sunday morning I will be at home
(612) 647-9624. Sunday through Tuesday I will ine in Anchorage at a rural health care
conference. I can be reached there at (907) 272-7411. Wednesday late afternoon I will be
back in Minnesota. .
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The Central Guarantees of the Reform |
Comprehensive health care coverage to all Americans provides security to rural Americans -
- and the prospect of stability for rural practitioners.

Ending the harmful insurance practice including pre-fexisting condition exclusions helps rural
‘ Americans get needed primary and preventive care to avoid illness.
The limits on out-of-pocket payments protects farme:rs and small busingss people from losing
their farm or business because of unexpected, high medical bills.

The health alliance, a purchasing cooperative for health insurance, gives rur?l Americans
the advantage of more affordable coverage and better insurance choices - even if
they work for themselves or for a small company.

|
The paperwork reduction frees rural hospitals, clinics, and small businesses from unneeded
overhead casts. y
I
The improvements in long term care provide new opportunities for older rural Americans
and their families for community and home based care.
!

The Targsted Rural [nifiatives |
!
Access to Practitioners ‘

The reform plan includes targeted initiatives to get and keep doctors and nurse practitioners
in rural areas: | .
-Training more primary care doctors and nurse practitioners;
|
!
-Providing more rural training sites;

-Providing incentives to go to rural areas through loan forgiveness programs and tax
incentives; i

-Providing the support and incentives to keep doctors in rural areas through linkages
with academic and regjonal medical centers; telecommunications; loans and grants
for infrastructure development; rural health plan development.

Restoring Investment in the Public Health

i
i
|
|

- The reform plan includes targeted investment in rural areas in:
!

-Rural health clinics in underserved areas; |
;

-Flexible grant and loan programs to provide support for practitioners and

{
I
'
|
N
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communities in developing integrated health plans or linked services;

-Support for local public health departrnents;f
-Support for transportation services. f
Télecommuﬁlcations |

The reform provides support for innovative telecommumatxons programs which can bring
the state of the art medical care to the most remote rural areas.

i
i

Monitoring the Quality of Care

The quality monitoring measures used in the Reponc:‘ard includes rural health care measures
such as the distance to a local provider. ] :

The measures which monitor the performance of a health alliance and a state as they
implement the plan include special rural measures and provide an analysis of the quality of
access and services received by rural Americans. j

|

Rural Mentsal Health Care

The plan recognizes the shortage of mental healthéproviders in rural areas and calls for
study and demonstration projects to link rural mental health care provision to acute medical

services in rural areas. §
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RURAL HEALTH CARE REFORM ISSUES

|
|
‘

\uhough we have limitea our discussion o rural xsm'&s we would expect the President to
ceive questions about the basic benefit package and other general issues related to
mmnwemg universal coverage. ‘

;. In our area, non-profit clinics like this are the Elinchpin of the community’s heaith
are system and serve those whom no one else will serve. How can we be assured (hat
clinics like this will be incinded in the plans? =

The Health Security Act provides a 5-year protection to certain types of providers that
are essential for ensuring access to health care in underserved rural areas. This
provision requires health plans to contract with and pay essential providers for the
services they provide under the benefit package. Some specific providers are included
as automatically designated essential comm:uni'ty providers:

l
CHCs and MHCs |

Rural Health Clinics !

Pederally-Qualified Health Centers |

Indian Health System facilities (including tribal units and 638 contractors)
Other federal grantees serving special populations, such as MCH, family
planning, Ryan White, and school-based providers.

o & 00

In addition, independent health professionals and facilities (such as public hospitals,
sole community hospitals, and local health depamnents) may apply to the Secretary
for designation as an essential community pmvxder. These provxders must
demonstrate that, in their absence, people would lack access to services guamnteed
under the comprehensive benefit packagc. ;

!
1
{
t
.
H

1
.

What happens after 5 years?

!
In general, we expect that most essential providers will be integrated into heaith plans
in their areas by the end of the S-year transmon period and will not require
contimation of the essential provider prmscuons

However, we are concerned that five years rnay not be adequate in some
communities. Therefore, the Secretary is charged with conducting a study and
making recommendations to Congress, by no later than March 2001, as to whether,
and to what extent, the essential provider protections should continue for some or all
essential community providers beyond the five year transition period.

!



http:provide.ts

L A 112- 1-93 © 9:33PM ¢ RURAL HEALTH POLICY- | 4566485:2 37 7

|
i
|
i
|
i
j

|
3, What incentives does the plan have to encnurage hea.lt.h care providers to locate in
ruml areas? . 5
Changes in funding policies for health professlons education will increase the supply
of primary care providers, the type of pmvxder most needed in rurai communities.
Funding will be doubled for nurse practitioner, certified nurse-midwife, and physician
assistant training programs. The National Hwhh Service Corps (NHSC) will be
expanded from its current field strength of about 1,600 to about 7,700 by 2004.
About 55 percent of NHSC providers locate in rural areas. Primary care providers in
underserved areas may receive a lax credit of up to $1,000 for physicians and $500
for non-physician prowdcrs for up to 5 years of service. The allowable depreciation
expense for medical equlpment is increased forldoctcrs pracncmg in underserved
areas. Physicians serving in underserved areas! \will receive a 20 percent bonus
payment for services provided to Medicare beneficiaries. In addition, development of
rural health care networks and improvements m the health care system will make rural

practice more attractive. i
|

1. OK. So the plan has incentives for doctors to go to rural areas, but what will benefit
the doctors already there and make them want to stay?
|
The 20% bonus and the tax benefits for medical equipment apply to both new and
existing physicians in heaith pmfessxonal shortage areas. In addition, the plan will
help reduce the isolation of rural practitioners by improving linkages with academic
and regional medical centers, partly through improved telecommunications. The plan
also will encourage the development of rural training sites for heaith care
professionals. Involving rural practitioners in training health professionals promotes
their interaction with colleagues and fosters their own continuing education.
!
Heaith plans will be required to assure adequate!access in the areas they serve.
Therefore, health plans will have an interest in establishing locum tenens programs
and other services for rural physicians to maima;n adequate access in rural areas.
|
. Right now, I contract with several HMOs to prm;:de health care to local residents.
Each HMO has its own administrative procedures and requires me to use 2 particular
laboratory and hospital. How will hesith care refonn affect this?

Administrative procedures will be streamlined under the Health Security Act. Each
health pian will use the same forms for documennng the health care you provide.

i
Your patients work for many different cmplovers each of whom is likely to offer only
a few heaith plans to their employees. Because cach employer may offer a different
choice of plans than other employers in the a:ca} you may feel it is necessary to

2 |
|

i



contract with numerous health plans so your pancnts can continue 10 choose you for
their physxcxan Under heaith care reform, everyone in your community wio is
enrolled in the heaith ailiance will have the same choice of plans. You may then find
it advantageous to contract with only a few HMOs because all your patients wouid
have the option to select one of the plans in wh1ch you participate.

| |
6. The plan relies on HMOs, but we don’t have ?ny HMOs and never will.

The reform offers Americans choices of dlfferem types of insurance - all providing
the comprehensive benefit package. A tmdmonal Blue Cross-type plan will be
available to everyone, whether or not there i 1s an HMO. The plan also will foster
development of managed care plans where there currently are none.

[
\
r

7. With all the copayments, I don’t think the heqlth plan is going to be affordable for a
lot of rural people. i

Subsidies for prermums and oost-shanng (e. g copayments and deductibles) will be
available for low income people. This is a big improvement over the way things are
now. The plan also makes health care more affordable by providing everyone with
the advamages of purchasing health i msura.nce as part of a large group and by
rcstructurmg the health care system. 1

!
8. The plan does not cover undocumented persans. How will they get health care?
| Vil hospitals and practitioners be required to provnie care to undocumented persons?
How will they get paid for the care they provide to undocumented persons?

The plan continues the current financing of ca]m for undocumented persons. PFederal
funds will continue 1o be available to help hospxtals and clinics that care for a large
number of undocumented people.

If undocumented persons are employed, their cmployem will be required to contribute
toward their health insurance premiums. Undocumented persons could then pay the
remainder of their premium themselves. However, they will not be cligible to receive
federal subsidies to pay for their premiums.

-
9. The plan is not adequately portable for mig'am1 workers.
The health care choices of migrant workers w1ﬂ be improved in several ways.

Migrant workers who are American citizens or legal residents will receive a health
security card that entitles them to the same heallt.h care coverage as every other

s

|
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American. Migrants will be members of the health alliance in their home area.
Transfers between health alliances allow them to use their health security card for care
wherever they are. Outside their home area, migrants can receive emergency services
at no additioral cost. Routine care is avmlable through the point of service option,
but higher copayments would apply to those in HMOs and PPOs. In addition,
additional funding will be available to migrant heaith centers, which provide health
care services along the migrant streams. ‘I

l

10. The Indian Health Service is a big prenderhere,butlnndaslandlt’s off limits to
non-Indians. , |
]
An Indian Health Service Center may serve non-Indians on a contract basis. The plan
fosters greater cooperation between the 1HS and other health care praviders in rural
areas. -
|
11. It’s not fair that American Indians don’t gumbsidisiftheyusems facilities.

This was corrected in a technical amendm:nt. American Indians now can reccxve
subsidies for care provided at an IHS m

12. Won’t the Medicare cuts force our rural hoqpitak to close?

|
Savings in the Medicare program will come about from the restructuring of certain
aspects of the Medicare program and a lower rate of increase in Medicare spending as
heaith care costs come under control. Let me explain. Currently, Medicare
expenditures are growing at 3 times the rate of general inflation. Projections for
Medicare expenditures are based on this rate, Under our proposal, the rate of
increase will initially slow to 2 times the general rate of inflation, Medicare will save
moneywhenhealmwecomarecontronedandthemeofmcreasemheauhcare
expenditures is reduced. : %
Another major source of Medicare savings 15{ rhrough changes in the way teaching
hospitals are paid. Few rural hospitals recewe payments for training physicians.
Therefore, few rural hospitals will be hure by this change. In fact, changes in the way
the federal government finances health pmfcssmns education will make it easier for ’
rural hospnals 10 participate in training pmgmms and receive financial support for
their role in educaring heaith care ptofessxonals In addition, grant programs will be
available to build rural health care nerworks that could help rural hospltals expand

~ local capaciry. \
Finally, under the Health Security Act, cveryéne will have heaith insurance. Rural

|
4 !

|




hospitals will no longer be providing health care to large numbers of people who
cannot pay for their care.

.3, Aren’t rural areas hurt by the budget targets because our costs are already low?

In rural areas, like the rest of the country, health care costs are increasing much more
rapidly than people’s wages. The budget targets try to bring the rate of increase of
health care expenditures down to the same rate of i increase as people’s wages. Then
we can have money for education, roads, vacarions, and the other things we want.

The plan works over time to even out the differences in the amount' rural and urban
states spend per person.

14. The Health Security Card does not do any good if transportation is not covered.

Grants are available for states to cover nanspomnon to ensure access in rural areas.
Controlling health care costs will also mean that rural counties have mare money left
over for transportation.

15, Wouldn’t it be simpler to have a single-payer system

We believe it is important for the states to be mvolved in the health care system and
H to have the flexibility to develop the health care system that will work best for them,

within the parameters established by the federal government. States may opt to
develop a single payer system if they assure that federal requirements under heaith
care reform are met. However, we do not believe thax a single-payer system is the
preferred choice by all Americans. Moreover, we v1ew this as an opportuaity to
preserve the good parts of our heaith care system and improve upon that which
doesn’t work, without creating a totally new syswm
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To: ChnsJenmngs _;

From: Deobio Chang; - R ‘ o SR . .

OLIGA

Sally Rosenberg, ural Referral Center Coa.huon quesnoned the Adrmmstrauon s reasomng in’.

“supporting “tiers and modified benefits for RRCs depending on how. far below the 108%
~ threshold they fall and [why we] would not feopen the current apphcanon process (F ebruary 2
1996). The followmg is our response g : . : .

' I
o The Coahtnon s proposal is to fully exempt RRCs from the 108% wage mdex threshold

. The Administration’s proposal would create tiers for RRC s dependmg on how far. beiow

the’ 108% threshold they fa]l e o

j

L HCFA Response the not as advaniageous towards RRC:s as the Coalmon |

proposal, the Administration bill would provrde these facilitiés with favored status
‘not accorded other Medicare provnders A tiered approach provxdes RRCs special .

consideration under the Medicare Geographic Classrﬁlcatron Review Board (MGCRB)

- wage.index reclassification process. This affords additiorial protection to rural facilities = -
which may encounter large fluctuations in their costs and utilization over short periods of

time. The proposal would allow RRCs'to qua.hﬁ/ for some increase in thexr wage index,

' ‘althoug,h not the full amount when thelr wages are berween 100 and 108 percent of the
average wage, - ‘ . . o ' . : .

T

We are suppomng 2 txered approach m order to assxst rural hosprtals better sers{e thexr

. communmes while malntammg our cornrmtrnent to the wage mdex approach

)

0. T he Admlmstratlon s proposal does not reopen the currem apphcatlon process for o
RRC apphcatxons before the MGCRB | . : S

i‘

E ...HCFA Response ‘We do not. support the ldea of retroactwely reopenmg the

- PBd

' system to undergo severe turmoil. ¢

‘ apphcatmn process for the geographic reclassxf' cation review. Apphcanons were due,, :
‘October 1995 for review by. the MGCRB Spnng 1996 The statute sets forth strict . ‘

- deadlines and timelines. for submitting and reviewing MGCRB apphcanons and makes the *
~ Secretary’s reclassrﬁcatron decisions final and umewéwable once they are rendered The s

decision-making process has to be completed in time | 1for the Agency to. calculate PPS
rates. We are currently in the middle of the process and to dlsrupt thxs would cause the
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NOTE 'I'O CHRIS JENNINGS

l

RE: MCDERMOTT, WILL & EMERY PHYSICI.AN REF ERRAL LANGUAGE

|

¥

1have revxewed the material that you seat us and ta]ked with. Kathy Buto and her staﬁ' in Baltimore. -
“You should know that the’ characterization of HCFA staff's position as "generally suppomve" is only
accurate 10 a pomt We suppon replacing the current multiple compensation exceptions with one
broad exception as is proposed in the current version of the Pres:dent s bill. 'Most of the language in
the MW&E attachment deals with this issue. There are, however some significant differences
between MW&E's and our version of a genera] compensation exception. In addition, the MW&E
document contains a number of other provisions that are problemanc At the meeting, with HCFA .
staff, MW&E indicated that they would consider makmg changes to their languagc No changes ’
were made in the language that they shared with you. f

The followmg comments compare what M, W & E propose. relanve to what we have in the current
draft: o , O g : :

‘o . As mmcated above we both suppon eliminating. the 8 emstlng excepuons for compensat:on
- arrangements in favor of a single broad exception. - i '

i

. . 1 : .
o InM w & E's suggeSted general .'compensatiou excegtion, we have the following concemns:

+  Inregardfotheir 1877(e)3) , = R

++  We don't believe that it is necessary to address physician incentive plans in this
exception since the entities for whom this would be an issue would be able to
- qualify for one of the prepaid plan excepnons This is especially true gwen

" that PSO’S would now be able to contract thh Medxcare

+ M, W&E's Ianguage would broaden the exceptxon by cxcludmg situations
' where compensation is indirectly. baseld on the volume or value of referrals.
“This a significant change from current law which we oppose. Therefore, it
“was not included in the draﬁ bill. ’ i -
By ‘the we would coutmue to exc ude productmty bonuses under the
. exception, we do not want to exclude such bonuses when they are for
v '~de51gnated health services. | o

.+ Our bill includes a provision in 1877(e) that \’vould allow the Secretary to establish
~ additional standards for the excepuon This provision is not mcluded inMW&E's
draft . - = .. : ; I :

) In regard to the suggested changes to deﬁmtton of group pracnce we have the followmg
comments: Co

.
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+ ‘As indicated above, we are against allowmg compensatnon based mdlrectly on the
volume or value of referrals . .

+ Changes to 1877(h)(4)BXT) would allow productmty bonuses dlrect]y related to the
' volume or value of referrals for designated health services if the payment is made in
a subsequent year. Clearly this would create a major new loophole and for that
reason we would Oppose ! the change ~: a
0 We do not see the need for mcludmg a definition of ph}lsmnan incentive plans in the definition
section of 1877. The only reason for including this deﬁmtlon would be to delink the provision
from the existing definition in 1876 and the regulanons implementing the 1876 provision. We
oppose this change, Agam as indicated above, we do not see the need to.include reference
to physw;an mcent:ve p ans in the revised compensanon arrangements exception.

mﬁ CNW

Peter 1ckrnan

i
- G\MEDPARTB\DRAFT\MW&EREFF.PJH  February 27, 1996 !
. R N - i .

b6'd 8918 BES 2EE w910 B2:81  9661-.2-d3d



!
SENT BY: Xat ox Tesecopxer ?020 2 | i . ' ‘
‘ 7"’ 1 » :
86 ; & 26?1! “ ; 202455648?‘ 20¢ 630 8168:8 3
f S .o . N ‘

”

‘muu‘ 1200 .IBTHST;HASH:D;C S mnaoe % SIS 15 o 3550704114? 2

i
'E
." J

'mts. unlu’uy
" "wasningten, D.C. | -
f
B | x:xonx:puz'
VIA FACSIMILE

201 .. cnris Jenaings - g [I DATE: rmty 2, 1996
: lim: Sally A, !oscnb.rq#j ‘ ; ,

. 1
RE: -

. |
 PHYSICIAN SELP-REVERRAL ; :

I an plm o tzmuit to you the! nttaah-d draft prcpolod
legislative language that would apend the excsptions to the
‘Compensation physician sslf-referral ptohibitien in curgent law.
A8 wve have diecussed, this aspproach may be a viadls alternative
to repeal of the compensation prahihition that. is in H.R. 2491
and H.R. 2530. We have shared this lanquage with Rachy Buto and
other HCFA staff who seend ganarslly -upportwe, We also
discussnd this concept with Chip Kahn and Malody Harned whe
indicated a willingness te¢ entaertain a propaul from the - .
Mninistration in this regard. . =

We still considar the attached to ln a vorking dra!t I,
and ropresentatives from ths Anerican croup Practice Association,
would be most pPleased to verk vith you and your staff to finatune
the proposal so that it could be 1nc1uned in the minutration'
naxt budget offer. ] ‘ : . »

RURAL m CEN‘!‘ERS (RRCSJ o 'f ‘

we are plaased that tha Ad:-inuution is now eupportting Y
peraansnt RRC grandfatder and spscial conudcraticm for RRCs
under the Medicare Geographic Classification Ravisw Board vage

qyindax reclassification process. nmm, ‘the Mninistration
apparantly is in faver ©f an approach to.the vage index issue
¥ |{that is far less favorable to RRCs than that included in K.R.
2491 and H.R. 2830. Specifically, those zeasures fully exempt
KRCs frxom the 1033 vags index threshold and allov RRCs to submit
applications applicabls to FY 1997. The Administrxation approaech
- would craate tiers and modif{ed Banefits for RRCs dapending on
how far below the 108% threshold they fall and vould not reopsn
the current application procass. This proposal would fall te
provide msany RRCs with the bensfits thoy seek while achieving no
budget uvmgc sinca thig provision 13 Mdget neutral. T walCome
the opportunity to discuss thls utter, with you at your :
' convenience. o ; , :
Thank you for your continuul 1nt¢’root. 1 can be reached st
. l o .
l
I
I
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. fRevision to Physicisn lolt*hotc:tul
ltn-ytienc te’ ehn calptasaticn Prohidition

-
! i

' Section 1877(e) of tha Social sscﬁri:y At (62 U.S. c.
s 13!53n(0)) ie ancnﬁad to rsad as tolluv- :

(&) !xcoption anlcted to Compcn-ation A:r.nqua-ats-—nn ‘
amant,

arrangement, including a physician recruitment arra

- DRAET

/% - ¢Lpn

viilch masts the following criteris shall not be considered a
.compansation &rtlngaacnt GQSCtibod xn subsection (2)(2)(D):

(1) The arranq-aont is in vritxng and is tsqnﬂd by tbo

parties; ;

- ' (2) The ntrungcnané is cansispant with fatr ﬁ;:xot

value;

' (3) Tha amount of cuupnnlatzon, or, wn-re upplicablo.

the comppansation per unit of services,’' under the

. Arrangemaent must be Gctcrnznad in advance and (excapt
. in the casa of a physician incentive plan) not be based
- .dairectly upon the volume or value of any referrals or
- othar business gencrated betveen the z-rtias, provided

Zowvever, that nothing in this Oubn.ct
the payment of remzunsration in the form of a
' productivity bonus based on services personally’

on shall prehxblt

performad by the physician (or an ismediate tanxly

ucubcr of such phyz;ciln) 5

{(4)  The lt.ns or services conpcnuuted or con:rectod

for deo not axceed those that are reasonable and

necessary €0z the leqitinatc butincss Furposas ot th-

nrrlnqcncnt, and i A f
|

_(5) Thc a:tanqcnent would be coaaatciaxly r.alonlhle'
even if no referrals vers naic between the parties.

o

. CItxitiectien of ?ltlislibll CQ-p-nsatxon
: of c:uup rzastice rh:aicinnt o

" Section 1377(n)(t){k)($v} of the Social Sccurity Act ((2
U.3.C. § 1395nn(h) (4) (A) (iv)) is amanded by atriking tha words
“or indirectliy"” in line 3 and by :dcinq "for designated health

nnrviccs" after the Vvtd "refesrrals”® xn lxn- 4.

Section 1877(R)(4) (B} (i} of the Soc1a1 security Act
U.8.C. 88 1395nn(h) (4} {BY (i)} ie ;aend.d By adding "for

(a2

designated health services” arter the word "referrals” in line 7
‘and adding "in the year for which thae bonus is paxd' after tho

word “physicisn®" in line 8

!
|
|
J .
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- Section 1877(h) of the Socixl Sacurxty Act (€2 U.S. c.
$ lassun(h)) is saanded by adding the zollo~1nq as 1877(B}(7):

(7) Physician Incentive Plan-- The ta:n *physician incentive.
. betwesn an entity .

Plan® means any compensation arran

and a physician or physician group that nay directly or

indirectly have the effect of tteucinq or limiting services
provided vith ta-pest to lndividuals;nntallod with the

antity. !
g

|
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