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To: 

From: 

Date: 

Distribution List 

Chris Jennings 

June 24, 1994 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM 

Re: Centrist 7 Developments 

Attached is the latest information from the Centrist 7 group. More developments 
should be coming - I will keep you apprised of any new information. Please call me if you 
have any questions. My number is 456-5560. 

Distribution List 
Harold Ickes 
Pat Griffin 
Roger Altman 
Jerry Klepner 
Ira Magaziner 
Melanne Verveer 
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COVERAGE TRIGGER

Senators on the following:

1,
"ls° d°es n°'require any

2

5.

ISSUES

has not beenbenefits)

resolved

treat supplemental
how toOptions on
no preferential tax treat™* ^supple

(includes more 9e"ef0.^ “e°b|eP spending accounts) 

benefits purchased w Qfandfather tor oxistini
Same as option 1, but w.th a grano a ralb

..Htil their current contract expires \9

1

z

1

3.
4.

plans until their 

years)

benefits
supplemental

benefits include:

tor suppiementa1

decision paper
JUNE 22, 1994

Tho Commission

a schedule of assessments 

who are 1
a method of encouraging^ 
assessments l /

standard"

self-employed; however.

or contributions

possible adjustments 
possible adjustments 
possible adjustments

>r provided sianu— ■ d the ssif.empioyeu.
package purch^ by ,nd= ,he stal±d

package” (herealter referred to as supplemental

r

06-23-94 12:24PM

on employers; 
benefits package;

to subsidies; and. 
to tax treatment of benefits.

for existing union 

(generally three

DECISION
The agreement 
employer provided

benefit |
the issue of the tax

DECISION
Whether to adopt I
accommodate Senator Bradley 

Boren and Danforth.

must make separate recommendations

0, contributions to encourage e"Pj°*B,s 
°r con (or meir employees.

additional tax

treatment of benefits
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in year 2005standard benefit package beginning

benefits issues

benefits general

standard benefits package
Include a basicThe agreement includes a

package as an alternative

Require the Commissiari to d^®,0D Jaking^nto3 consideration 

alternative to the standard package j1.

2.

the general description,
Commission about general categories

in the bill language0 Options:
be specifically addressed in

allow plans to include in coverage

2

3.
4,

Limit to only
No limit

1.
2
3.

DECISION
Whether to

DECISION
In addition to to 
Oirectlons to the 
attachment II)

DECISION
Should abortion

exclude coverage 
explicitly include coverage

i set by the
Some would like to I - 

for individuals to purchase.

adopt proposed staff agreement on 

description, (see attachment i)

risk selection issues
No basic or catastrophic package

decision

Commission within certain guidelines.

should the agreement include 
of services. (See
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AODITIONAL FINANCING/COST CONTAINMENT 

DECISION 

Cao payments for fee-tor-service expenditures under Medicare in those 
areas with spending levels excee::ding 90% of the national average. The cap 
would allow f�r growth for inflation. the percentage change in the number 
of fee-for-service beneficiaries. and an additional growth allowance. 

D .'"':\_ .... 

\� I" .. , 'V..

TORT REFORM 

D..S,CISIONS 
/.� Should there be a cap on non-economic damages? 

2. Should evidence of collateral sources be admissible in tort actions,

3. 

6. 

7. 

8. 

9. 

worker's comp or auto insurance policy actions?
Should attorney's fees be limited? Should there be disclosure
requirements on attorneys, e.g. fees. hours spent. option of other
arrangements?
Should there be an outside limit on the statute of limitations for
bringing malpractice actions?
Shou1d there t:>a several llabirlty (apportior.eo based on fault, as
opposed to joint-and-several) for non-economic damages and
punitive damages?

Should practice guidelines developed by states be used as a defense
in malpractice action5?
Should punitive damages be available ,n lawsuits involvin� drugs or
devices that have been approved by the FDA in a non•fraudulent
process?
Should we require mandatory Alternative Dispute Resolution. with
incentives to take it seriously, before allowing malpractice actions
to proceed to court? Should we require mediation at the plan level
for disputes, too? Should we require binding arbitration to resolve
coverage disputes, including expedited procedure for urgent
situtations?
Should there be reform of punitive damages in medical rnalpract1ce
claims?

3 
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QECISIQNS ATTACRM.ENT I. 

BENEFITS PACKAGE 

The Bo�rd vould be �uth¢ri2ed �o: jP.vP.l�p r��omm�nrl�ti�n� r� 
clarify covered benefits and cost-sharing; develop interim 
coverage decisions in limited circumstances; consult �ich expert 
groups !o� appropriate 5Chedule� ror covered service�; propo3c 
modifications to the benefits package chat would not go into 
effect unl�ss enacted by Congress under base-closing procedures. 

Congressional priorities: vithin the constraints of the 
actuarial limits, congre$s directs the r.ommission to adhere to the 
following priorities. 

o) paricy for mental health ond 3ub��oncc �bu�c. �hich �hall
consist of.� broad array of mental health and rehabilita�ion
service$ munaged to ensure access to medically necessary and
psychologically necessary treatment ana encour.)'3e thE> use or
outpatient treatments to the great�st extent feasible.

bl consideration for needs of children and vulnerable
populations, including rural and underserved persons.

The standard benefit packag� can not e�eeed the accuarial
value equivalent of the Blue Cross/Blue Shield Standard Optic� 
under t.he Federal Employees H�eslch 8en-e!.i.L:s pru':!ta11,. 

Th� boatd shall establish multiple cost sharing schedules 
that vary depending on the delivery syst8m by '-'hi.cl1 heal ch c::.ire ls: 
delivered to individuals enrolled in a qualified health plan. In 
addition the Bo�rd uill provid� for a dcatastrorhi�•· 0prion 
designed to prevent adverse risk. selection when combined '-'ith t.r1e

r13k adjustments called for in the bill. This option will contain 
higher cost sharing on<llct [!:!...,cl. t,�f111::!l1:.:L 

A quelified heal�h pl�n shall provide for cov�ra9e ot the 
items and services described in this act for treocm��� and 
diagnostic procedures that are medically necessdry or �ppropriatP.. 



06-23-94 12:24PM .0 84538 POOo/U l l 

PECISIQN ATTACW:SENT lI. 
CAIEGORI,t:S or SEP,V,;c:� 

Inpatient and outpotien� car.e 

Emergency, includin; appropriate transport services 

Clinical preventive �ervices, including service5 for high ri�k 
popul4t�0n3, immuniz6tion�, te��� o� clinicion vi�i��-

Mental Illness and Substance Abuse 

Family planning and services for pregnant women 

Hospice Care

Outpatient laboratory, radiology and diagnostic 

Outp&tien� rehabilitation services 

Vision care, hedrins aids and dental care �or incividuals unde= 22 
years ot age 

Investigational treatments 

NOTE: for comparison, the Breaux bill contains 3 categories of 
service, the Chafee bill contains 9 categories and the Moynihan 
draft contains 16 categories. 
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PROPOSED AGREEMENT 

UNIVERSAL COVERAGE 
The comm,ssion would report to Congress every two years on tna 
demographics of the uninsured. and Its findings on why thofe inolv,cuats 
were uninsured. 

In the event 95% of all Americans do not have health insurance by 2002. 
the Commission will develop a p�ckage of recommendations to Congress 
designed to reach Universal Coverage. 
At the end of si� months. if Congress failed to act on the Commission 
package or defeated it without enacting al" alternative, a requirement that 
individuals must have insurance coverage would be imposed. Either 

1 u✓ � 
under a standard packaoe or basic package will meet this 

•..\-\.4J . requirement. 
v· 

If individuals do not purchase insurance. they are automatically enrolled� 
in a t,�alth insur�nco plan. BeforQ the yA�H 2002. the Secretary of Health 
and Human Services will establish a proc&ss by which this requirement 
can be enforced. 

Those living iri Health Care Coverage Areas within whicn coverage is at or 
exceeds 95¾ will be exempt from the coverage requir'3ment. 

INTERACTION BETWEEN COVERAGE TRIGGER 

AND FAIL·SAFE TRIGGER 

The coverage trigg, · is defined in law at 95% coverage by 2002. If the 

trigger is pulled, �nd Congress does not act within six months. 
individuals are mandated to purchase insurance. The fail-safe trigger is 
pulled in any year in which the current health spending baseline is 
exceeded by health care reform si:,�ndinQ {both are defined below) 

Following a one year grace period, tor each year rne fc:Jil-safe trigger ,,

pulled, the date of the. coverage trigger is delayed by one year. In no 
event however. would the data of the coverage trigger be allowed tCI 
extend beyond 2005. 

1 
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>
c

PROTECTION, PB.QC5S5

3

C3

Estimates Include:Baseline Health SpendlnflCurrent

Eetimates Include:

I

P-ovided Healtn

New

the shortfall) ’*1'1 occur

I sSes io purchase insurance s.owecI down

a. Expanded.ia*

2

GMiom 
w

■ ------- t to Employs©
fo/individuaily Purchase Insurance

Health Cere Reform Spending

Medicare (including reductions)
Medicaid (including reductions)

Tax Spending

Expanded Deduction 
Cafeteria Plans

. R6Zu.^ C. <i.e,
New Spending (Subsidise)

--"T h“’"h

Medicare
Medicaid

p-oyte Heal.h msurar.ee » e^oyee
Cafeteria Rians

set to contribute a designated amount of

».

.Current Heihh Spading

------ Cexith Caro Betorm Spending]

In any year, if health care
following automatic actions (each
to prevent deficit spending.

EaX“aXuS™d V." -0 msu.ynee
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, . Mandate to Offer:

iO 84538 

Employer Requirements 

P009/011 

Employers are requireo to ofter. but not to pay for, health insurance 
for their employees. They may fulfill tn1s reQutrement oy Joln1n� ct· 
purchasing cooperative. or by contracting directly with an insurer

Thtt employer must al$o make available to the employee. the list of 
plans ottered In the geographic area, prices of plans and con.sumer 
satisfaction reports as pr@pared by the State (or other entity).

2. Mandate to deduct premiums from wages:

At the regusst of the ernoloyee. employers are required to deduct
l"lealtn insurance premiums from their wages and to forward them to
the insurer or the purchasing cooperat,ve.

If individual mandated is triggered: Employers are reQuired to deduct

health insurance premiums from their wages and to forward them to
the insurer or the purchasing c:oo�a,�tive. unless the employee makes
alternative arrangements.

3. Non-discrimination Provision:

If an employer contributes to the health insurar1ce ot any fulHime
employees, the employer r,,ust contribute to all full-time Amployees.
In addition, if an emp1oyt1r contributes to any part-time employee. the

employer must contribute to all part-time employees.

4. Employee Choice of Plans:

lf an employee of a firm with less than , 00 employees has employer
paid hsa Ith insurance coverage, and the ernployee does not like the plan
offered by the employer, the employer m1.1st contribute the same dollar
amount to a plan of the employees choice (r.ould be a cash-out or
direct payment iu insurer of purchasing cooperative.}

3 
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. . 

TO 84538 PO!O/Ul l 

HIGH COST PLANS 

1. The Com-n,ssion will e"aluate health care spending and market trends
in areas throughout the country. It will study how the competitive •

market works in high and low cost areas and will make
recommendations to Congress on changes in health cara reforms 10
reflect iti findings. It will e,tablish p8rformaneo measures to
determine whether market reforms are effec:tive in holding down the
rate of growth iri health care costs in individual market areas.

2. An assessment will be placed upon high cost insurance plans. A high
cost p1an ls defined as one which talls within tl"le top , /3 of all plans
within an area (unless it is defined as a low-cost area).

3. Applies to all health plans Including self-insured.

THRESHOLD FOR ADJUSTED COMMUNITY RATE 

ANO SELF-INSURANCE 

Tne definition of the thrgshold uncer which businesses are required to 
participate in the adjusted community rated pool and prohibited from self­
Insurance is , oo full time employees. Certain types ot association and 
Taft-Hartley plans are grandfathered. 

4 
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FINANCING 

{Estimated S year fin;inr:in�. $ ,n bdl1ont) 
Medicare Cuts 

Subtotal Medicare 

Medicaid Cuts 

Medicaid DSH Phase-down 

Medicaid Capitation 
Svbtota! Medicaid 

Post:il Service Retirement 

Subtotal Spending Reductions 

Revenues 

· Premium Assessment

Tobacco Tax

HI State/Local
Subtotal A�venues 

TOTAL �INANCtNG 

5 

$43 7 
,2 0 

S5S 8 

$13.0 
$154 7 

$37.S 

$80.0 
7.6 

$131., 

S253.8 



To: 

From: 

Date: 

Distribution List 

Chris Jennings 

June 23, 1994 

THE WHITE HOUSE 

WASHINGTON 

l¼EMORANDUM 

Re: Centrist 7 Developments 

Attached are copies of two documents that have been very quietly passed to me that 
are being used by the centrist-seven group as a basis for their deliberations. As you will 
note, it is certainly far from a final product, but I hope it helps for preliminary modeling 
needs. 

These papers should be held close and only circulated to 0MB, Treasury, and HHS 
personnel who must have it for modeling purposes. The moment I get any additional 
information I will notify you all and circulate it. If you have any questions, please call me 
at 456-5560. 

Distribution List 
Harold Ickes 
Pat Griffin 
Roger Altman 
Jerry Klepner 
Ira Magaziner 
Melanne Verveer 
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Optional Language Re Universal Coverage Triggers 

The Commission must report to Congress bienni1ally. The Report
must include, but is not limited to, analysis of: topics: 

' 

structure and performance measures of every market area (HCCAs
within stat.es), including the structure of the delivery system, 
number, organizational form and enrollment in all certified health
plans; state implementation of responsibilities, including
establishment of coverage areas, status of small group insurance
reforms, development of pur�_hasing cooperatives and other buyer
reforms; status of transition··of Medicaid toward managed care and
inte tion into purchas_ing pools; evaluation of adequacy of
s sidies for low income individuals; status of Medicare
recipients, including transition of Medicare into risk contracts; 
progress toward coverage among employed including status and level
of voluntary employer contributions and participation rates in
pools and among large· employers. I, 

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

Each biennial report (1997, 1999) must also include informal
recommendations, specific to each market area, � how the area // 
might increase coverage among �e residents .. � "' .,r·,..��- -,y--·h- -�, .- . ..,,�.' 

' dd -- __,... L - ;Y ... J ,. .,,.._ - . ... I � ... " • , .. --..t· � Wj ). NJ" - 0 • • • 
I • v') In the event that 95% of all Americans are not enrolled in an N"

accountable health plan, or remain in a publicly funded program (,
(Medicare, Medicaid, VA, CHAMPUS), the 2001 Commission report must

/ 
u\

also include: .. :: '{ 
formal and specific recommendations to Congress on how · ft•� 
market areas that have failed to reach 95% coverage can �-�
achieve that status. Those formal recommendations MUST 1 ' r··t./ 
address all relevant parties, including states, employers, 1.' \ -� 

employees, unemployed and low income individuals, 
beneficiaries of public programs etc. 

Congress must consider, within 6 months,
recomrnenda tions of the Commission. Congress must 
Commission recommendations or an alternative which 
coverage at the levels required under this act. 

all the
enact the 

will ensure 

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

All individuals in the�non-complying coverage area 
will be automatically enrolled in the low cost plan in the
region (or ranqomly enrolled). llliS will develop a process by
which this provision can be enforced. llliS enforcement may
include requirements on employers to d�1ct the�remiums from
individual wages, ~Rs en cement roceedin s' or any 
other enforcement �mechanisms that wil ac 1.eve the desired
level of coverage in the area .. / � / 't- C"• <, l � \-.., • j ,......_ : ) , ' "'C' 

._./ ....... ,,,....., ... , 
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Employer Group Purchasers

1.

Dual -CRoice

.^employer.

Employer Requirements

Association Health Plans

Jeffords-Durenberger-Kassebaum divides employers into three 
classes, based on employer size.

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

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

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

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

ers: Between 101-250 full-time 
/treated"5s eithex^-a " Ian 
ornnemainK in jetfect'

e—employer" 
three years.

3. Large Employer Group Purchasers: More than ZjD full- 
time employees. May offer either a state-certified health plan 
for which the employer negotiates the rate /fexperience-rafatj.)., an 
employer-sponsored health plan f risk-bear in<xJ.an) or bo tintypes 
of plans as a group health plan. Large employers may group 
together to negotiate health plan prices.



. .

Individuals 

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

COBRA 

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

7^)cH
b)

c)

\ provide for a “catastrophic” option designed to prevent adverse risk 
__  ...i____ _______ orfii ir + m^nto rolled fnr in tho

Xy y- a * C.V‘r'

Covered Services

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

""individuals enrolled in a qualified health plan. I

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

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

efficiency

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

by Durenberger:

i

•»

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

priorities.

Inpatient and outpatient care.

Emergency, including appropriate transport services.

In addition the Board will , 
. I   I . I

j selection when combined with the risk adjustments called for in the bill. 
This option ,will contain higher cost sharing and/or fewer benefits.

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

■

The standard benefit package can not exceed the actuarial value 
equivalent of the Blue Cross/Blue Shield Standard Option under the Federal

Employees Health Benefits program.



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

• Mental illness and substance abuse.

• Family planning and services for pregnant women.

• Hospice care.

• Home health care.

Outpatient laboratory, radiology and diagnostic.

• -Outpatient prescription drugs and biologicals.

Outpatient rehabilitation services.

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

• lnvestigational treatments.



,:-�\{)/\ 

DEPARTMENT OF INSURANCE (DOI) STANDARD PLAN 

ESTIMATED COST PER MEMBER PER MONTH (PMPM) 

UMO Option 

HOSPITAL INPATIENT SERVICES 
l�ospi(al Charges OlhiH Than Those U�ed 8elow ! 100 Copaymcnl I D�y (Oays 1-5)

Altern.ite Chlklbff1h OP.liv,.� ."!'..:�;::::-:;�.: .. 
"2'\•Hour Hospital Admission and DJs charge $100 Copaymelll / Day (Days 1-5) 
F"c1tan<A"ng Dirth Center 

TOTl\.l $:28.65 

HOSPITAL EMERGENCY ROOM �RVlCES 
(co,uymcnt waivc-d If ad mllted) 

E�rgency Room (t!rner�«"f\cies only) S 100.00 Per Vlsil 
Emerg,ncy Room (non-,meigtociu) Not Covored 

l\mb11l;mce ( 4!me1ge11cics) $50.00 Per Vlsll 
Ambulance (non-emergencies) Nol Coverud 

TOTJ\L Sl.61 

OUTPATlENT and IIEAL ll( CARE PROVlDER 
SERVICES 

Hospil.rl �rvlces 
Oulpatlenl Surguy �50 Copaymenl 
Outpatient Thttapy $10.00 Copaymenl Per Visil 
Oulpalient DX, lab, X-Ray Covered in Full 

.. 

Freestanding Oolpelient Cate Centers 
Oulpatlffil Surgery $50 C09ayment 
Outpatient Therapy 120.00 Copa)Tntnl Per V\sil 
Oulpatien, DX, lab, X-Ray Co'/ered In Full 

-::;- ,- f6-



Primary care Physician Services 
Oflico Visits 
lnpatie.nt Visil5 
Mbcellaneo\JS Office Stt',,lc&'I 
lnjec\lons 
L�b, X-Ray 

Specially Care Physician Setvicu 
Orfrc-e Visils 
lnpallcnl Vlstts 
r.,,,.. ••• ,, •• :,..--
. · · · ··-··-· ... ,· .. 

Emugency Room Visils 
Mlscell,meous Office Services 
Injections 
lab, X.flay 
Radiology and PaU,ology 

Surge<y as lnpa1ienl 
Same Day Su,gery 
Surgical Care In Provider's Otf1ee 
Asslstant 
Me$lhesia 

Non-SOrgical Spine and Back Dlsor�, Treatment 

Transplant 

I 10 Copaymen( P11r Visit 
Coveted m Full 
Covered in Full 
Covered in Full 
Coveted in Full 
Covered In Furl 

Si0.00 Copaymen1 Per Visit 
��n.M t::;:.=.;-��tt: rct ·.;isii 
120.00 Copaymenl 
S20.00 Copaymenl Per Visit 
Coveted in Full 
Covered in Full 
Covered in Full 
Cove1ed In Full 

Covered in full 
Covered In Ful 
Covered In FuU 
Covered In fut'I 
Cov11,ed In Full 

S 10.00 CopayrnMI Per Visil 

Coveted In Full 

lOTAL 

2 

,· 

t42.84 



EQUCA TTONAL AND ffiEVENTIVE SERVrCES 
General Health Educallon 
Office Visit Educalfon 

Preventive Services 

Hsallh Assessmrol Ellam 
Pedialric and Adull /mmonl7::illnf>� 
Pap Smears/Mammograms, etc. 
Family Plannlng ServiCtls 
Oral Contrac,pllves 
Conlraceptlve Devicc<J 
Implantable Conlracep(lve Devices 

Routine Eye and Ear Ellanu 

E:yegfasses (c�ifdren throogh 18) 

Hearing AJ<fs (children lfuough 18) 

Dental Sel'.lices {children through 18) • 
Preventive Services 

Dietary lru1ruc1ion 

Preventive Medie3/ and Reproductive 
Care Is Sub/ect to a $ 150 Calendar 
Year Mamum Dencfil 
$25.00 Copaymenl Per Eleam 

Covered In Full 
Covered fn full 
$8 I Pre-,crfplfon o, Rer�I 
S50 Copeyment 
$50 C-Opayme11I 

Covere<f I$ Part or the $150 Be11erit 
Allowance 

Not Cowred 

Nol Covered 

Nol Covered 

Not Covered 

TOTAL 

3 

$12.71 



lnpallM( 

ne�idenlial Treatment 
Outpatient Trea\meul Services 

SUBST/\N.CE ADVSE SERvtCES
lnpalient 
Re1ldentJal Trealmenl 
vu1pa11enl T,eatmenl Serv1�s (-tO vulls) 

OTHER SERVICES 
Our able Mltdfc;il Equipme1'1l 
o,tholics and Proslhelic, 
Skillfld Nursing Se<Vices 
tlorne Health Core Services 
Hospice 

Ptesctiptioo Drugs 

TOTAl 

1100.00 CGpaymMI (deys 1-5), 
Balaoce Covered In Full 

Nol Cove,!Mi 

$10.00 Copaymenl Per Vlsi\
(20 vlsils per calendar ye.w) 

Not C"'!�f�� 
Nol CoV'ered 
Not Covered 

Covltfed in Full 
Coveted In full 
Coveted lo Full 
Coverrd In Full 
Covered In Full 

TOTAL 

$7 for Generic: BrcN1d Pr•sctipUons are 
1101 Covered 

• Includes lhe component pike lor all covered mental heal!/\ services
•• Includes the compontJ1I p,ice !or all covered menlal health and substance s.er..ices

4 

S2.9o• 

0.86 
0.2-t 
0.14 
0.61 

$1'1.6J 

$1J.&8 l



HOSPITAL INPATIENT SERVICES 
IIOSPITAL EMERGENCY ROOM SERVICES 
OUTPATIENT an<l HEALTH CARE PROVIDER 

SERVICES 
EDUCATIONAL AND PREVENTIVE SERVICES 
MENTAUIEALTII AND SUBSTANCE ABUSE 

SERVICES 

• 

28.65 
2.61 

42.84· 

12.71 
2.90 

OTHER SERVICES 

I , 
,J.68

l �--------------J--------------ii-s ,_o�J_.l_9 ____ _ 

;JH!l1
1 Jn,qr, 1 ii' l! 1ill�,;J, 111H1·if 1ilHHHF,11

1

'1ijU{
I 
ll1l '1iJ/' il!i.1J11ii.H .tl11:,1 Hi

11i litilH.r�miJf!11· mllii r1f.JHJ;1lf1,J1:Jtli,,] Jii[t ;tit{lt1ja1i�tJUHU ,N'}10
1

1 fl!RUJJ/�Wn1mlJI}itfff1
! 

, .•. �--�.tl \t,f, J l� H •� .Jt,,•,t. , ., .t1.,t f� 1lnJ:? � . '• �fl.I• ,,,d,t�•\1� ,. �t/4,,r •ci,..,,�11,. t .• , fh�-!J f .• y1h�ffn, -� r., v. 11�.L . ,.. , 
Totol 1/1193 PMPM 1103.39 
1 rend to 111/94 $107.94 
Projected Geographic AJjuslment lo Rcllc,ct Antlclp�led Stalewide Experience (0.975) 
Projccled Morbidity Adjuslrnenl lo rellect Anlicipatod Enrollee Popu!illlon (1.100) 
Sub-lol:il /or Tampa re9ion (AA esthnele only) 
Tolal PMPM Adjuiled for Adminislra1ion/P1�mlum Tax/Su,p)Js - As&umlng 15� ,· 

CHPA Admlnistrallon Fee 
Tolal ro, Tampa re9io11 (AA estimate only) 

TOT Al Slatewide S107.94 

• lnclude.s Provider Services



HEDICARE 

A.:... Maintain Medicare as a sepaY"ate program. 

Medicare is a nationwide heal th insurance program for the aged , 
and certain disabled persons. It consists of two parts: the 
J1ospital insurance (part A) program and the supplementary medical 
insurance (part B) progra�. 

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

Individuals could maintain coverage through private health 
plans when they become eligible for Medicare. 

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

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

For individuals choosing an AHP, Medicare will pay the federal 
contribution calculated for Medicare risk contracts. Individuals 
are responsible for paying the difference between the premium 
charged and the federal contribution. 

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

� Medicare Select would become a permanent ootion in all States. 

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

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



Medicare risk contracts would be improved. 

MEDICARE SYSTEM REFORH: 

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

Standard Benefit Packages: J�dicare health plans will offer a 
standard benefit package comprised of the current Medicare benefits 
defined in statute or an alternative package, defined by, the 
Secretary, covering identical services but with cost-sharing 
consisterit with typical managed care practice. 

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

(option: The current standardized medigap plans would be chc:rng2d 
t.0 prohibit Viedi9.:::p f:r01n fillirig in rnol�f?. l-.ha.11 l)!�c--half of the 20% 
part: B coin:.:;ura.,1Ce. l3enef i.ciaries currently hohiing 1•1edigap plant, 
covf!ring the entire 20% coinsu:cance would be exempt from this 
change as long as they renew their current insurance.] 

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

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

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

Uniform Informatio9: The Secretary of HHS will provide to all 
Medicare beneficiaries in a market area uniform materials for 
enrolling in heal th plans. The Secretary will also provide uniform 
informational materials including quality information, plan 
features, restrictions and price. Also, the Secretary will review 
and approve all marketing materials to be distributed by plans. 



PAYMENTS TO MEDICARE HEALTH PLANS:

Federal Contribution to Health Plans:

(pure price competition)option 1:

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

The Secretary will determine the amount of savings achieved 
from enrollment in Medicare health plans with federal contributions 
below 95% of AAPCC and will have the authority to increase this 95% 
of AAPCC ceiling in low cost areas.

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

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

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

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

Risk Adjustment: Strengthen the risk adjustment by explicitly 
allowing the Secretary to adjust for heart disease, cancer, or 
stroke. Also, give the Secretary authority to impose penalties on 
plans that knowingly discriminate against beneficiaries based on 
health status.

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

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



Administrative Simplification.E .

and supplementalMedicare

Permits standardized, paperless process.

Improvements in hospital payment methodologies would include:F.

Medicare Dependent Hospitals:1 .

o

o

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

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

Maintains Byrd bill provisions that would (1) base payments on 
a 36 month period beginning with the first day of the cost 
reporting period that begins on or after April 1, 1990; (2) 
conform target amounts to extension of additional payments; 
and (3) clarification of updates. Would extend Medicare­
dependent hospital classification through 1998.

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

plans.

Provides for coordination of 
insurance claims processing.



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

Expands the EACH/RPCH program to all states.o

o

Designation of EACH hospitalso

Skilled Nursing Facility Services in RPCHso

o

Payment for outpatient rural primary care hospital serviceso

Clarification of physician staffing requirement for RPCHso

Treatment of hospital inpatient services in a Rural Primary 
Care Hospital:

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

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

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

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

Maintains Byrd bill provisions that (1) urban hospitals 
can be designated as EACHs and do not need to meet the 35 mile 
criteria, but do have to meet all the remaining current law 
criteria. Urban EACHs would still be subject to the Medicare 
Prospective Payment System; (2) hospitals located in adjoining 
states and otherwise eligible as EACHs and RPCHs can 
participate in a state's rural health network and these 
hospitals or facilities are permitted to receive grants



o

o

o

No limitation on number of RPCHs in non-EACH stateso

o

3.

Extension of the Rural Health Transition Grant Program:4 .

to
requirements.

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

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

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

Making Medical Assistance Facilities permanent and available 
to all States:

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

Extends the program through FY 1998 with authorized 
appropriations of $30 million annually, FY 1993 - 1998. Reports 
from grantees would be required every 12 months. As of October 1, 
1994, RPCHs are eligible for rural health transition grants.

Codify the MAF requirements into Medicare, allowing Medicare 
reimburse on a cost basis those facilities which meet the MAF 

The key MAF requirements are (1) the facility is 
located in a county with fewer than 6 residents per square mile or 
is located more than a 35 mile drive or 30 minutes from a full­
service hospital; (2) provides inpatient care for a period no 
longer than 96 hours, and provides emergency services to ill or 
injured persons prior to admission to the facility or prior to 
their transportation to a full-service hospital; (3) permits a PA 
or NP to admit and treat patients under the medical direction and 
supervision of a physician who need not be present in such a 
facility.

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

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

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

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



LIED I CARE REFORM

SYSTEM REFORM:I.

Medicare Health Plans:

eligible organization or.Current Law:

certain

Proposal:

Standard BenefitPackages:

Current Law:

Proposal:

that

costs

one

The standardized medigap plans would be made

statute). 
and 
not

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

An „
private HMO or competitive medical plan which 
is federally qualified or meets certain 
requirements.

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

Standardize the supplements that risk 
contractors may offer in addition to Medicare 
benefits. Medicare health plans must offer 
two supplements: one
catastrophic
traditionally covered
plans, and
prescription drugs.

is a public

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

which would cover 
and other items 

in employer-sponsored 
covering outpatient

I’

Risk contracting HMOs must, at minimum deliver- 
Medicare services (defined in
Supplements offered by risk contracts 
retiree wrap-around coverage are 
standardized.



Medicare Market Areas:
J

Current Law:

Proposal:

Enrol Intent Process:

A participating planCurrent Law:

(includingProposal:

Uniform Information:

Current Law:

{

The capitated payments to Medicare HMOs is 
determined county by county.

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

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

l must have an open 
enrollment period of at least 30 days duration 

every year.

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

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

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



Information

Proposal:

provide

PAYMENTS TO MEDICARE HEALTH PLANS:II .

Federal Contribution to Health Plans:

Current law:

Proposal:

Opt #1:

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

95% of AAPCC, or

Beneficiary Premiums/Rebates:

Current law:

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

The federal contribution will be the average 
of fee for service per capita costs and the 
average of the premiums submitted by Medicare 
health plans to the Secretary to provide 
Medicare benefits.

Secretary 
informational 
information.

The Secretary would provide to all 
beneficiaries in a market area uniform 
materials for enrolling in health plans. The 

would also provide uniform 
materials including quality 
plan features, beneficiary 

restrictions and price. Also, the Secretary 
would 'review and approve all marketing 
materials to be distributed by plans.

Beneficiaries pay the part B premium to the 
Federal Government and pay any additional 
premium to the Medicare HMOs directly for 
Medicare benefits or supplementary coverage. 
Medicare HMOs may not give beneficiaries 
rebates on their part B premium, but are 
required instead to increase benefits.

Medicare HMOs with Medicare FFS. 
mostly relies on the insurance industry's 
marketing efforts.

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



Proposal:

Refinements to the AAPCC Calculation;

Current law:

Proposal:

Risk Adjustment;

Current Law:

Proposal:

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

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

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

Strengthen the risk adjustment by explicitly 
allowing the Secretary to adjust for heart 
disease, cancer or stroke. Also, give the 
Secretary authority to impose penalties on 
plans that knowingly discriminate against 
beneficiaries based on health status.

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

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

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

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



Low Cost Market Areas:

Current Law:

Proposal:

Assessment of Medicare Risk Contracting:

Current Law:

Proposal:

Medicare simplification:

Current Law:

Proposal:

Permits standardized, paperless process.

The Secretary will determine the amount of 
savings achieved from enrollment in Medicare 
health ■plans with federal contributions below 
95% of AAPCC.
authority to

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

The Secretary will have the 
increase this 95% of AAPCC 

ceiling in low cost areas.

There is no allowance under current law for 
increasing the federal contribution in low 
cost areas. Conseguently, Medicare HMOs have 
concentrated in high cost areas where the 
capitated payment is very high relative to 
more of the country.

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

III. MEDICARE SIMPLIFICATION:

Provides for coordination of Medicare and 
supplemental insurance claims processing.

Create the Health Plan Payment Assessment 
Commission to provide on-going, comprehensive 
analysis, review, and recommendations 
regarding Medicare payments to health plans.

Medicare services are paid through fiscal 
intermediaries and carriers.



MEDICARE COST CONTAINMENTIV.

Cost containment:

Current law:

Proposal:

Also, we would like to propose the following:

Provide for demo projects to test the feasibility 
of establishing volume performance standards by or 
within states, specialties, hospital medical staff, 
or groups of physicians.
introduced in
Durenberger.

[This provision was
1991 by Senators Rockefeller and 

I understand the Administration has 
been looking at doing this.]

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

Replace the proposed across the board cuts with a 
local growth target in market areas with Medicare 
costs of at least 90% of the national average. 
This limit could include all providers (FFS and 
health plans).
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COST CONTAINMENT:

AUTOMATIC FAIL SAFE BUDGET PROTECTIONA.

-

DESCRIPTION NEEDEDB. PENALTY FOR HIGH COST HEALTH PLANS

INDIVIDUAL AND SMALL EMPLOYER PURCHASING GROUPSC.

< s.

-'ll

Z,-\X

fulfill the following duties:

enter into agreements with qualified health plans;

t the entire.

t

- , market^ qualijietnr&alth pla
State &esartmated araau—-^^'

A-- ' '-r;

enter into agreements with small employers 
and individuals;

> reforms
and including tax spending) is established, 
savincs are achieved, rhe voucher phase-in _ 
savings are less than anticipated,
actions will occur to orevent deficit spending

An individual and small employer purchasing group will be 

required to:

Tj ughou

purchasing group — nor 
than„one — in an area.

Establishment, Organization, Duties

A baseline of federal health expenditures (projected Medicare 
and Medicaid • soendinc less reforms included in me proposal 

’ ’ ’ ' ' . If additional
l is accelerated. If 

the following automatic 
- the voucher 

phase-in is delayed, the assessment on high cost insurance

(100 y 
; ntrt^e: 

health plan who live or work in tise^State designated area.
Nothing in this Act recruires the establishment or a

prohibits the establishment of more , j 
'-7-4 X’u'lf

• " ’' --■--esc; ' _ . zl.. . v.-------

/1/Z— Ti

•r

be chartered under state law and operated as a_„not-for- 
profit corporation (insurers are prohibited from forming 
small employer purchasing groups or having a majority vote); 

be governed by a Board of Directors consisting of members of 

the group;

ip-sti': 
•> ./recoi

.. pz 

'■r

iA y'

Lnd-ividAialL—and—sma-H—employer—purchasing group-sm The 
membership of these purchasing groups wiKb-be limited to 
employers and employees in businesses ofZ100)or rewer. 
employees, and to all other individuals nwrenrolled in a

plans is rmpT^5ffe*v the expanded tax deduction phase-in is 
slowed down and out-of-pocket limit is increased for health 

rance — or Congress may act on an alternative 
recommendation by the Health Commission.
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(HHS) will finalize standards within one v

Qualified health plans must:

guarantee eligibility to all applicants;9

Guarantee
in which the plan is oizereo;

guarantee

not discriminate on the basis of health status;

tC< J *-*■ V-A-W1'’ "

availability of covered services throughout, 
the state designated area in which the plan is offered,

renewal to all enrollees, except in instances

meet premium payment and collection criteria;

comply with rating requirements that limit thecomply with rating requirements that limit the 
variation in premiums charged within a state designate

L if

D.

of non-payment of premiums, fraud or misrepresentation, 
or relocation outside the area;

K C Or. 4 C

ACCOUNTABLE HEALTH PLANS

disseminate standardized information to members

reoarding trice, --------- .
‘ ’ j to the quality or t

offered within the group, as well aS infor

offer^>ed7iaible individuals the opportunity to e.^rc-^. 
a^-q-ua 15 1- ed genera 1 acgexs_J2J-aA , and to change pians

through an open season process. I
</ J

not deny or limit coverage based upon preexisting 

conditions; ('6 0

offer the benefit packages to all enrollees, and 
throughout the entire state designated area 
(supplemental benefits would have to be priced and 

offered separately);

provide for arhij-r.ra~t±cm to resolve benefit, service an 

medical liability disputes;

peet financial solvency, enrollment and quality 

assurance criteria;

outcomes, _enrollee satisfaction, and 
other information pertaining to the quality of >...e 
clans offered within the group, as well as iniorma 
reoarding other qualified plans operating within

State designated area;

*•*

(1) STANDARDS FOR ACCOUNTABLE HEALTH PLANS: The National
Association of Insurance Commissioners (NAIC) is direcreo to 
develoo standards for health plans within six months oi 
enactment. In most cases, states will determine wnether or 
not'a plan meets these standards. In the event the NAIC 
does not meet the deadline, the Secretary of Health eno 
Human Services (HHS) will finalize standards within one year 

of enactment.



family status and age;area to
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9

information as=^hesrreh

■J

STANDARD BENEFIT PACKAGEE.

O r

InpaTiTe'nt a-nd—oirtp-atient- care .

Mental illness and substance abuse.

Family planning and services for pregnant women.

Hospice care.

Home health care.

Outpatient laboratory, radiology and diagnostic.

Outpatient prescription drugs and biologicals.

Outpatient rehabilitation services.

participate in a risk adjustment progr

s penalized for "having too many poor health

  * • — - ac—ms~ necessary to

evaluate the performance of the plan, and prepare 
comparative materials for review by consumers.

the- HHS-.-S e c
--aprp ropriate i^cltlx yxiig aU"htrj_

ram of the State 
risk among plans

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

(or the HHS Secretary) to equalize t 
so no plan is
participants;

Emergency, including appropriate transport services.

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

y;

r f

Investigational treatments.

; A qualified health plan shall provide for 
coverage of the items and services described below only for 
treatment and diagnostic procedures are medically necessary 

'■gfcSr appropriate as defined in S. 177 0 as amended by

^urenberger:

•

■

comply with administrative standards and reporting 

requirements;

meet requirements for designated underserved areas;
J

provide, at least once a year.
State o r

Covered Services: 

s
c

»



REQUIREMENTS ON LARGE EMPLOYER PLANS

for the standard

[

-j guarantee to all enrollees coverage 
health benefits;

prohibit exclusion of coverage based upon preexisting 

conditions;

• meet quality assurance criteria;

• provide standardized information to evaluate the 

performance of the plan.

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

meet financial solvency requirements, consistent with 

Section 414 of ERISA;

meet premium payment and collection criteria;

provide mediation procedures for hearing and resolving 

malpractice claims;]

offer both the standard and catastrophic benefit 

packages;

provide an alternative plan if more than 50% of the

through- an individual and small employer purchasing group. 

However,

Standards for Large Employer Plans

The HHS Secretary shall develop standards for large employer 

plans to require that they:

• guarantee availability to all eligible employees (with 
certain exceptions for collectively bargained plans);

• not discriminate on the basis of health status;

reauirements for large employer plans, including multiple 
emolover purchasing groups, multiemployer and self-insured 
plans'. Generally,'the insurance market reform standards 
that amply to the individual and small employer^ group market 
also aoplv to larce employer plans. However, rhe rules vary 
somewhatsince many large employer plans are self-insured 
or operate on an interstate basis. Health plans offered 
under the Federal Employees Health Benefit Program (FEHBP) 
must meet the standards for large employer plans. Neither 
large emolovers, nor their employees may purchase insurance 
through- an individual and small employer purchasing group. 
However, large employers are free to form purchasing groups 
of their own, cr with other, large employers.



eligible employees

INSURANCE MARKET REFORMSG.

Qualified clan on the purchase of other insurance products.

H.

(MEWAS)

A

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

------ ) with the standards applicable to large employer 
plans (including self-insured, fully insured and multi-state 
plans) under the bill. It eliminates the applicaDinty of 
ERISA to small employer health plans and large^employer 
health plans that are fully insured. It grandfathers 
certain existing Multiple Employer Welfare Arrangements 
(MEWAs), and restricts the creation of new MEWAs to those 
who can meet soecified certification requirements. And, it 
provides for repeal of COBRA upon full implementation of the 

HEART Act.

Qualified health plan, outside of a purchasing group, to. 
furnish prosoective enrollees with standardized imormation 
provided by the State on all qualified health plans within 
the State designated area; prohibiting insurers ordering 
health plans from charging discriminatory commissions or

emplover makes no contribution to the plan c.i 

its employees);

ecuitable enrollment criteria.

affairs of the plan and for requiring contingent coverage 

for the effected employees.

so elect (applies only when one
‘ -- behalf oz

These include
reauiring brokers or insurers who offer coverage in a

9 orovide for

Corrective Action/Disqualifications/Termination:  If either
Secretary, or a plan sponsor, determines that a plan canno 
meet these standards, corrective actions must oe taxen 
within 90 days. If corrections cannot be_made, one two 
Secretaries shall develop an action plan for concluding the

AMENDMENTS TO ERISA

This part conforms the Employee Retirement Income Security 

Act (ERISA)

prices based upon health status; prohibiting insurers 
offering health clans from conditioning the purchase or a

Consumer protection and market reforms.

outside of a purchasing group,

- all qualified health plans within
the State designated area; prohibiting insurers orfering
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ROLE AND STRUCTURE OF NATIONAL HEALTH BOARD

r°r»> ,
The •E-sac'd would be authorized to: develop recommendations to 
clarify covered benefits and cost-sharing; develop interim 
coverage decisions in limited circumstances; consult with 
expert groups for appropriate schedules for covered 
services; propose modifications to the benefits package that 
would not go into effect unless enacted by Congress under 

base-closing procedures.

Treatment, of Multiple Employer Welfare Arrangements 
(MEWAs): Z-'EWAs providing health- benefits that receive
certification bv the Secretary of Labor will be treated 

laroe emolover dans. MEWAs seeking to commence 
operations after January 1, 1994, may only do so upon 
certificaticn by the Secretary of Labor
arrangement meets specified criteria (e.o., 
provides medical care, is organized by a r" 
puroose other than providing health insurance, 
sponsored by an entity described in this Act).

Revision of COBRA Continuation-of-Benefits
Requirements: Repeals CCBRA continuation-of-benefits
reouirements upon full:' implementation of this Act, 
since market reforms contained in the Act will provide 
all eligible employees with guaranteed access to 
continued coverage.

________ J 2 1 ; ’ ; within the constraints of the 
actuarial limits. Congress directs the Commission to adhere 

to the following priorities.

parity for mental health, with emphasis on designating 
a set of managed mental health services for maximum 

flexibility and efficiency

consideration for needs of children and vulnerable 
copulations, including rural and underserved persons, 

i a
The standard benefit package can not exceed the actuarial 
value equivalent of the Blue Cross/Blue Shield Standard 
Option under the Federal Employees Health Benefits program

The board shall establish multiple cost sharing schedules 
that vary depending on the delivery system by which health 
care is delivered to individuals enrolled in a qualified 
health plan as well as a "catastrophic’’ (high deductible) 
option designed to prevent adverse risk selection when 
combined with the risk adjustments called for in bill. 

J- - - r-n. .
------ SjtK
Establishment, Duties,

■ r
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j. STATE AND FEDERAL RESPONSIBILITIES IN RELATION TO QUALIFIED 
HEALTH PLANS

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

prepare and make available information about prices, 
outcomes.} and enrollee satisfaction for each qualified 
health plan operating within the state;

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

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

r

he President, 
leadership;

in eligibility for the voucher program; 
in the expansion of the tax deduction j 
in the out-of-pocket limit for health

implementation dime assessment on high cost insurance 
plans;
a reduction
a reduction
an increase
insurance.

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

charced with development and subsequent modification oi 
detailed benefit packages;

■med-

If the Board fails to submit such-recommendations, or 
Congress fails to adopt them, then the following automatic 
actions will occur to prevent deficit spending:

If the Board is advised by the Director of 02<B that the 
baseline spending has been exceeded, jrfe—submit- -tL - 
recommended modlf.^caticmr to the Congress to close the gap.
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K. FEDERAL RESPONSIBILITIES

small employer 
area;

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

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

specify an annual open enrollment period of not less 

than 30 days.

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

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

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

Sets forth certain authorities for the HHS Secretary as 
follows:

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

;o ensure a 
individual and

establish an arbitration process which must be used by 
plans to resolve disputes concerning payment claims or 
provision of benefits under a qualified health plan, 
requests for preauthorization of items or services, or 
determinations by plans that items or services are not 
medically necessary or appropriate;

Waiver of Requirements Each state may submit an application 
to waive the requirements relating to the treatment of 
metropolitan statistical areas in drawing the boundaries of 
specified areas and the corporate structure of a purchasing 
group. The HHS Secretary will establish criteria and an 
expedited procedure for the consideration of these waiver 
applications. Limitations to these waivers are as follows:

establish a risk adjustment program t
balanced distribution of ri.sk among 

ooerating within eacn specified



II. UNIVERSAL COVERAGE

Voucher Phase-In

Expanded Access to Employer Plans

UNIVERSAL COVERAGE

If Congress failed to act on the Health Board package or defeated 
it without enacting an alternative, an automatic "Free-Rider'’ 
penalty would be imposed upon:

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

sets forth eligibility and programmatic 
assistance vouchers to help pay for 
timetable to reach universal

and establishes a baseline for Federal

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

The Health Board would report to Congress every 2 years on the 
demographics of the uninsured, and its findings on why those 
individuals were uninsured.

By 2002 the
At 100%, the 

subsidy covers the full premium, up to the "applicable 
dollar limit”; federal assistance phases out at 240% of 

poverty.

Low-income individuals will receive vouchers to purchase 
health insurance. By"'1997, individuals and families with 
incomes below 90% of the federal poverty level (who are not 
eligible for Medicaid) will receive a voucher to purchase 
health care insurance through qualified health plans in the 
small employer and individual marketplace.
coverage will increase to 240% of poverty.

provides access to health insurance coverage under a qualified 
health plan for all U.S. citizens and lawful residents not 
covered under Medicare;
requirements for low-income
health plan premiums, sets a
coverage by the year 2002, 
health expenditures.

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



instead of

ACCESS FOR THE UNDERSERVED

Community-Based Primary Care Grant Program

personnel to qualify as Community Health Centers.

o

loans of 
or 

physician’ s assistant is allowed as an itemized deduction if

used by a physician in a rural health professional 
area can be immediately expensed;

Enhanced Assistance for Community Health Centers and 
Federally Qualified Health Centers

loan repayments under the National Health Service Corps Loan 
Repayment Program are excluded from taxable income;

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

program to administer 
creating or enhancing

Expanded resources will be provided for the current 
Community and Migrant Health Center programs, and the 
related Federally Qualified Health Center program;

interest, up to $5,000 annually, paid on education 
a physician, -registered nurse, nurse practitioner,

the cost of medical equipment, limited to $32,500 annually, 
shortage 

The intent is to better address the needs of those regions 
of the country with few federal Community and Migrant Health 
Centers and to assist facilities which may be providing low-cost 
primary care, but may not possess a wide enough array of services 
or

to
This orovision

I c

The HHS Secretary will establish a
grants to the’ states for the purpose of
community-based primary care entities that provide services 
low-income or medically underserved populations.
is designed to complement the existing federal Community and
Migrant Health Center programs by making flexible funding 
available to local public ..health departments, rural hospital 
and other public and private community care entities.

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

this provision is intended to complement the state-based 
community primary care grant program described above. Both 
provisions are aimed at addressing the shrinking
availability of primary health care services in the 
country's rural and inner-city communities.

the uniform benefit plan ) . \
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Rural and Frontier Emergency Care

o

PRIMARY CARE PROVIDER EDUCATION

Development of Networks of Care-in Rural and Frontier 
Areas

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

the Secretary will conduct a study on the benefits of 
developing a supplemental benefit :package and making 
available premiums that will improve access to health 
services in rural are’as. '

provide federal grants to states for telecommunications 
demonstration projects linking.rural and urban health care 
facilities;

The HHS Secretary is authorized to waive certain Medicare 
and Medicaid requirements for demonstration projects to 
operate rural health networks. Public and private entities 
may apply for such waivers. The Secretary may award grants 
to assist organizations in rural networks planning;

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

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

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

offer a matching grant program for improving state EMS 
services. These grants will encourage better training for 
health professionals and provide necessary technical 
assistance to public and private entities which provide 
emergency medical services;

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

e individual agrees to prac



Medicare GME Demonstration Project

9

9

Conununity-Based Physician Training

0

Expansion of National Health Service Corps

I

Increased Resources for Primary Care Health Professions 
Training

Increases funding for the National Health Service Corps 
scholarship and the State Loan Repayment programs.

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

Medical resident training time in non-hospital-owned 
community-based settings will begin to be counted in the 
determination of full-time-equivalent residents for the 
purpose of making Medicare DME payments with the goal of 
moving more residency training out of hospitals and into the 
community;

w up to seven states to experiment 
acuate medical education (DME) 

e the number of primary care physicians, 
qualifying states may use different 

or a community-based health care training 
t a greater share of its DME funds for 

cal education.

for the purpose of Medicare indirect graduate medical 
education payments (IME), training time in non-hospital- 
owned ambulatory, settings will be counted in the 
determination of full-time-equivalent residents with the 
goal of providing equal incentives for hospitals to train 
primary care residents and sub-specialty residents. In 
addition, per-institution IME payments are adjusted to 
assure budget neurralitv.

The Secretary will all
with Medicare direct c
payments to ir.creas
under this program,
weighting factors.
consortia, to direc
primary care medical education. A consortia will be 
composed of teaching hospitals, medical schools, and 
ambulatory training sites, with the goal of increasing the 
number of primary care providers;

up to seven training consortia nationwide will be eligible 
to receive Medicare DME waivers directly from the Secretary. 
Each such consortium will be permitted to determine the most 
appropriate mechanism to use its DME resources to increase 
the-number of primary care providers, including distributing 
funding to medical schools.

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

creates a new scholarship program and increases Title VII
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State Programs for Non-Physician Providers

9

PROGRAMS RELATING TO PRIMARY AND PREVENTIVE CARE SERVICES

Maternal and Child Health Coordination

School Health Education

Employer Contributions

This subtitle enhances state and federal maternal and child 
health and social services programs and comprehensive school 
health education programs.

TAX AND ENFORCEMENT PROVISIONS 
GENERAL TAX PROVISIONS

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

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

Public Health Service Act funding for physician assistants;

•Employer contributions to gualified health plans are excluded 
from employee income. This exclusion is limited to the weighted 
average cost of the lowest priced one-half of the qualified plans

This subtitle provides for the tax treatment of employer and 
employee contributions to health plans and medical savings 

accounts.

increases Title VII Public Health Service Act funding for 
nurse practitioner training and scholarship programs.

A demonstration program is created for states and non-profit 
organizations to experiment with changes in state scope-of- 
practice laws for nurse practitioners and physician 
assistants, the retraining of subspecialists to deliver 
primary care, and other mechanisms to increase the supply of 
primary care providers. t



will

Contributions by Individuals and the Self-Employed

LONG-TERM CARE PROVISIONS

Qualified Long-Term Care Treated as Medical Care

Treatment of Long-Term Care Insurance or Plans

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

oner 
based

ocont 
or

•The health insurance deduction for self-employed persons is 
extended permanently and—increased to cover 100% of the cost of 
qualified health plans, subject to the applicable dollar limit;

PROVISIONS RELATING TO
ACCELERATED DEATH BENEFITS

limit” win vary 
the orincioal

NAIC, ;
Premiums paid by

©the medical expense deduction for health insurance premiums for 
individuals is increased to permit the deduction of 100% of the 

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

othe employer’ s deduction for contributions to a qualified health 
plan is limited to the applicable collar limit for each employee.

Expenditures for qualified long-term care (QLTC) services 
are deductible as medical expenses. Such services include 
diagnostic, preventive, therapeutic, rehabilitative, 
maintenance and personal care. Provision of such services 
must be contingent upon certification of impairment in three 
or more activities of daily living by a licensed health care 
practitioner.

nations to qualified health plans in excess of the limit, 
cO non-qualified health plans in any amount, are taxable to 

the employee;

Employer provided long-term care coverage which meets 
certain consumer protection standards promulgated by the 

is excluded from an employee’ s taxable income. 

 ’ ' an individual for qualified long-term care

ed in the HCCA (this ”applicable collar 
on family enrollment status and the age of 

enrollee i;

This subtitle provides tax incentives for long-term care, 
including a medical expense deduction for long-term care services 
and tax benefits for the purchase of long-term care insurance. 
This subtitle also establishes consumer protection provisions 
applicable to such policies.
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Requirements for Issuers of Long-Term Care Insurance

9

0

QUALITY ASSURANCE AND SIMPLIFICATION

PART I - STANDARDS AND MEASUREMENTS OF QUALITY

qualified 1 
the form of 
exceed $100

states and localities requiring additional 
cost control measures.

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

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

ng-term care coverage may provide benefits in 
a per diem as long as such amount does not 
ter day.

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

A penalty cf $100 per day per policy shall be imposed on 
long-term care issuers failing to meet NAIC standards.

Uniform Language and Definitions
i

NAIC is directed co promulgate standards for the use of 
uniform language and"definitions in long-term care insurance 
policies, wiuh permissible- variations' to take into account 
differences in state licensing requirements for long-term 
care providers.

Under this subtitle, qualified health plans are required to 
annually report data on the quality -of their services, including 
treatment outcomes and effectiveness to the HHS Secretary, their 
certifying state, purchasing groups, and to individuals enrolled 
in the plan. The standards for quality assurance programs and 
the format for quality data are to be set by regulation.

are deductible as a medical expense;



Director,

This new agency will be authorized to:

set priorities for strengthening the medical 
research base;

Office of .Medical Applications of 
National Institutes of Health

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

Office of Research and
Demonstrations, Health Care Financing
Administration.

Administrator, Health Care Policy and
Research (AHCPR)--;-

Director,
Research, 
(NIH);

Director, National Center for Health 
Statistics;

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

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

design an interactive, computerized 
dissemination system of information on 
outcomes'' research, practice guidelines and

A specialized cent 
finical and other i 
rovides.

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

The Secretary will study the feasibility of creating an 
gency for Clinical Evaluations under which the followino will, be 
cnsolidated:

er cf care may submit to the Secretary 
crmarion bearing on the quality of care it 

Such information shall include sufficient data to take 
into account outcomes and risk factors associated with treatment 
through such centers. The Secretary will develop comparative 
information regarding the performance of such centers with the 
relative performance of other facilities providing the same 
services.



other information providers.

PART II - AGENCY FOR HEALTH CARE POLICY AND RESEARCH (AHCPR)

i

PART III

SUBTITLE B ADMINISTRATIVE SIMPLIFICATION

Adoption of Standards for EDI

9

panel.

Timetable for Adoption of Standards

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

Part II gives AHCPR responsibility for evaluating and 
disseminating information on
to conduct trials on the effe

establish a clear!

Establishes a federal Health Care Data Panel which 
recommends to OMB (which subsequently issues regulations 
that apply to all federal agencies and to the private 
sector) the adoption of data standards for the electronic 
exchange of health care information;

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

1 •

MEDICAL RESEARCH TRUST FUND

Standards for EDI are phased-in over time, according to the 
following timetable: 1) financial and administrative 
transactions (within 9 months of enactment); 2) initial

This part establishes a Fund, administered by the HHS 
Secretary to supplement research activities at NIH and health 
information communications research by the National Library of 
Medicine. The Fund is financed by a voluntary check-off on 
individual tax returns and certain civil penalties imoosed under 
ERISA.

standards shall be based on existing standards, where 
possible, and include data to monitor access to health care 
services, and other data sets, as deemed appropriate by the

esearch priorities and the ability 
tiveness of medical services. 

AHCPR must establish a clearinghouse to compile and provide 
information and research data about the effectiveness trials. A 
fund investigator will be appointed to initiate research with 
respect to the relationship between health care treatments and 
outcomes. •



comDrenens

Privacy and Confidentiality

9

disposal of information when no longer necessary;

9

scancards 
years ■ ;

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

: insurers and providers are required to comply wich 
standards or use a health care information 

clearinghouse to translate data to the standard. There is a 
grace pericd for adopting established scandards and waivers 
for small and rural hospitals and others under certain 
circumstances.

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

individuals to be notified (in advance of the collection of 
such information) as to whether their compliance is 
mandatory or voluntary, what the record-keeping practices 
are concerning such information, and how the information 
will be used;

e clinical data set (within 2 years); and 4) 
r electronic patient medical records (within 1 

allowing health care providers to honor advanced directives 
and living wills which constitute a reliable expression of 
the individual's wishes concerning his or her health care, 
notwithstanding technical formalities of form, language or

The Act establishes strict privacy and confidentiality 
standards, enforced by criminal penalties, which require:

information to be collected only to the extent necessary to 
carry out the purposes of the Act;

informed consent for information collected for one purpose 
to be used for another, unless pooling with other 
individuals renders the information unidentifiable;

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

PATIENTS' RIGHT TO SELF-DETERMINATION REGARDING HEALTH CARE 
X

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

heaitr
the HZ
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requesting the9

TREATMENT OF EXISTING FEDERAL PROGRAMS >

MEDICAID PROGRAM

PART II — LIMITATION ON CERTAIN FEDERAL MEDICAID PAYMENTS

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

S Secretary to study implementation of the 
Patient Self-Determination Act of 1990 and make 
recommendations to Congress.

OPTIONAL COVERAGE UNDER 
QUALIFIED HEALTH PLANS

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

permitting portability between states so rhat such 
directives may be honored, except where they conflict with 
substantive provisions of state law regarding health care 

treatment;

At state option, the Medicaid program will permit AFDC 
recipients and SSI recipients to receive medical assistance 
through enrollment in a qualified health plan offered in a 
local HCCA. The state may not restrict an individual’ s 
choice of plan and is not required to pay more than the 
applicable dollar limit for the HCCA area (as determined 
under section 2001 of the Act). The state will make all 
necessary payments of premiums, copayments and deductibles 
under the selected qualified health plan. The number of 
individuals electing to enroll in a qualified health plan is 
limited to a fifteen percent of the eligible population in 
each of the first three years, and ten percent in each year 
there after.

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

ed under state law:
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PART TV — OTHER PROVISIONS

SUBTITLE B

«

assistance any class or
eligible for assistance

— STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE
SERVICES

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

Health Clinics.

The Act phases out Medicaid Hospital Disproportionate share 
adjustment payments by fiscal year 2000.

MEDICARE

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

through 2000, and

States are required co ccntinue-to make eligible ror medical 
ecegory of individuals that were 
n fiscal year 1994.

fiscal year 2001 and beyond.

At state option, the Act establishes a risk contract program 
within the Medicaid program which-allow states to enter into 
contracts with at-risk primary care case management 
providers. An at-risk primary care case management provider 
must be a physician,--.group of physicians, a federally 
qualified health center, a rural health clinic or other 
entity having other arrangements with physicians operating 
under contract with a state to provide services under a 

primary care case management program.

Risk contracting entities must meet federal organizational 
requirements, guarantee enrollee access and have a written 
contract with the state agency that includes: an 
experienced-based payment methodology; premiums that do not 
discriminate among eligible individuals based on health 
status; requirements for health care services; and, detailed 
specification of the responsibilities of the contracting 
entity and the state for providing for or arranging for 

health care services.
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PART II ENHANCEMENT OF MEDICARE RISK CONTRACTS

In the

PART III - MEDICARE SELECT

OTHER PROVISIONS

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

ENROLLMENT OF MEDICARE BENEFICIARIES IN QUALIFIED HEALTH 
PLANS

The EHS Secretary is directed to develop a new payment 
methodology for Medicare risk contractors which more 
accurately reflects the costs of providing care to 
beneficiaries enrolled in risk contract programs, 
interim, several improvements are made in the methodology
for determining the amount of payment to risk contractors;

The H S Secretary is directed to develop and submit
Congress a proposal for the integration of Medicare 
beneficiaries into qualified health plans. In the interim, 
Medicare enrollees may dpt .to enroll in qualified health 
plans and receive the same benefits as the under 55 
population, including prescription drug coverage;

the federal government would make payments to a qualified 
health plan, on behalf of the beneficiary, for a portion of 
the premium up to 100 percent of the average amount Medicare 
spends per beneficiary in that area. The beneficiary would 
be responsible for the remainder of the premium. The amount 
the beneficiary would have to pay would depend on the cost 
of the qualified health plan selected. Medicare 
beneficiaries who choose to remain in the existing Medicare 
program would continue to receive the Medicare benefit 
package.

elderly   
strengthened.
is
adj 
a skin
their

reduced 
ustments 

g hi 
par

Medicare beneficiaries may choose to remain in the Medicare 
rogram cr enroll in the same qualified health plans as the non­

population. The Medicare'risk contracting program is 
The annual rate of growth of Medicare expenditures 

from 12% to 7% over the next decade by making 
in payments to certain health care providers. and by 

gher income senior citizens to pay a greater share of. 
t 3 premiums.

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

-

PART IV



Finally,

MEDICAL LIABILITY REFORM

MEDIATION AND ALTERNATIVE DISPUTE RESOLUTION

Mandatory Alternative Dispute Resolution

**************************w**************************************

*★★★*★★★*★*★**★★★*★**★★**★

growrh in Medicare 
decade by making

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

upon completion of the alternative dispute resolution, any 
parties to the dispute may appeal their case to the
appropriate state or Federal court. However, if the party 
seeking the court action receives a worse result than that 
received in the alternative dispute resolution, that party 
bears all coubt costs.

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

This subtitle provides mechanisms to resolve disputes over health 
care malpractice claims more effectively and efficiently. It 
puts in place reforms that should lead to a reduction in the 
practice of defensive medicine, while ensuring that victims of 
medical malpractice are fairly compensated and quality of care is 
monitored and maintained.

Finally, the bill increases the Medicare part B premium for 
individuals whose incomes exceed $90,000 per year and for couples 
whose incomes exceed $115,000 per year.'-

This legislation slows the annual rate of
expenditures from 12% to 7% ever rhe .next i
adjustments in payments to health care providers for certain 
services. Changes include the extension of several Medicare 
payment policies that are due to expire in 1999. In addition, 
coinsurance is imposed, for laboratory and home health services; 
hospital disproportionate share adjustment payments are phased- 
out, and bad debt recognition fcr hospital services is 
eliminated.
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Reform of Procedures
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Practice Guidelines

9

Drugs and Devices

SUBTITLE B — ANTI-FRAUD AND ABUSE CONTROL PROGRAM

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

require the HHS Secretary to establish and coordinate a 
national health care fraud program to combat fraud and abuse 
in government and private health care programs;

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

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

Non-economic carnages awarded to- a plaintiff in a health care 
malpractice claim cr action may not exceed $250,000. The 
amount of damages awarded to a party must be reduced by the 
amount of any past or future paymenu for the same injury. 
The liability of each defendant for non-economic and 
punitive damages will be based on the defendant's proportion 
of responsibility for the claimant's harm. Lawyers may not 
charge contingency fees greater than 25% of the total award.

I

Except for injuries suffered by minors younger than six, the 
statute of limitations for a health care malpractice claim 
shall be two years from the date on which the injury and its 
cause should reasonably have been discovered. The court or 
other adjudicating body must impose sanctions on individuals 
who pursue an unreasonable health care malpractice claim or 
action.

This subtitle establishes a stronger, better coordinated 
federal effort to combat fraud and abuse in our health care 
system. It also expands criminal and civil penalties for health 
care fraud to provide a stronger deterrent to the billing of 
fraudulent claims and to eliminate waste in our health care 
system resulting from such practices. It would:
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require HHS to publish-the names of providers and suppliers9

SUBTITLE C

Statutory Safe Harbors

Certificates of Review (Waivers) Awarded by the 
Attorney General

TREATMENT OF CERTAIN ACTIVITIES UNDER THE 
ANTITRUST LAWS

who have had final adverse actions taken against them for 

health care fraud.

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

and Abuse Trust Fun 
damages assessed fa 
Trust Fund to pay f

Monies from penalties, fines, and 
health care, fraud are dedicated to the 

r the anti-fraud efforts;

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

increase and extend Medicare and Medicaid cavil money and 
criminal penalties for fraud to all health care programs;

Provider Notifications for Reduction of Antitrust 
Penalties . I,

The "safe harbors" apply to: (1) small provider 
combinations; (2) activities of medical self-regulatory 
entities; (3) participation in certain surveys of cost, 
price, reimbursement, and employee wages and benefits; (4) 
joint ventures for high technology and costly equipment and 
services; (5) small hospital mergers, (6) joint purchasing 
arrangements; and, (7) good faith negotiations;

allow competitors to sue health care providers who cefraud 
the Medicare or Medicaid programs if the government does not 
bring charges against the fraudulent provider;

bar providers convicted of health care fraud xelonies from 

participating in the Medicare program;

This subtitle will create a more flexible antitrust policy 
environment for the evolving health care marketplace, and allow 
the efficient collaboration of providers encouraged by the Act, 
including the elimination of expensive, duplicative and
underutilized equipment and services.
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DEFINITIONSSUBTITLE G

Key terms are defined as follows:

with respect to a health plan.o

" dependent”

stitntional providers obtain these 
they meet certain criteria.

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

The bill creates an Office of Health Care Competition Policy 
within HHS to assist -the Secretary in implementing health 
care antitrust policy.''

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

certain networks of non
benefits without notification if

nation of proposed ventures,
mit.potential antitrust

sed against the venture to 
=e: condemnation; applicants tor
T~r exemption from antitrust laws are 

n this manner;

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

  1 1_1. , a "delivery system" can be a
1) fee-for-service, 2) preferred provider, 3) staff or group 
model health maintenance organization (HMD), or 4) such 
other system as the Secretary may recognize;

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

notification and pu 
health care providers ca 
penalties that may be i 
damages and avoid " cer 
certificates of review 
automatically treated i

in the case of a health plan operating within one state 
which has a qualified health plan certification program, the 
"appropriate certifying authority” is the state commissioner 
of insurance, or the state authority responsible for 
regulating insurance; in all other cases, it is the HHS 

Secretary;




