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MAINSTREAM COALITION PROPOSED AGREEMENT

L COVERAGE
A. Expanded Tax Deductibility

[he health insurance deduction for self-employed persons is extended
permanently and phase¢ in to cover 100% of the cost of qualified health
plans.

A medical expense deduction for health insurance premiums for individuals
is adced and phased in to permit the deduction of 100% of the taxpayer's cost
for a qualified health plan.

B. Low Income Assistance

Low-income individuals will receive subsidies to purchase health insurance.
By 1997, individuals and families with incomes below 90% of the federal

verty level (who are nct eligible for Medicaid) will receive a supsidy o
purchase health care insurance through accountable health pians.

By 2002 the subsidy will be phased-in for those with incomes up to 240% of
poverty. At 100%, the subsidy covers the full premium, up to the “applicable
doller limic“. Federal assistance phases out at 240% of poverty.

Federal Subsicies for low-income familics and individuals will be based on
the standard benefit package. For individuals and families aith incomes
above 200% of the federal poverty level, subsidies could be used for the
purchase of the standard benefit package, or the basic benefit package.

C Mechanism to Assure Full Coverage
The Health Commission will report to Congress every 2 years on the
detnographics of the uninsured, and its findings on why those indivicuals

are uninsured.

Tn the event 95% of all Americans do not have health insurance by 2002, the
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Commission will develop a package of recommendations to Congress
desigred to reach universal coverage.
@he end of six months, if Congress fails to act on the Health Comumission
{ recommmendations or defeats their recommendations—Without enacting an
alternative, a irerment that indivi ave insurance coverage is
automatically imposed axwt- atisfied by coverage under either a
standard package or a bagicpdckage.

Thwm@z Care Coverage Areas where co
95T

exempt from this requirement.
M P q

II. EXPANDED ACCESS TO HEALTH COVERAGE

Zoey

is at or above

A Insurance Market Reforms am_:l Standards for Accountable Health Plans

The Secretary shall, in consultation with private expert entties, develop
standards for health plans within six months of enactment. Wheneves a
requirement or standard is imposed on a health plan, the requirement or
standard is deemed to have been imposed on the insurer or health plan
SPOnsor.

States will enforce the standards set forth in this Act pursuant to regulalions
issued by the Secetary.

These requirements apply to all certified health plans. Spedal rules
regarding the application of these requirements to large employers and the
self-insured are in the sections relating to employers.

D Guarantee availability throughout the entire HCCA in which the plan
is offered; ‘.

i
<
]

- Guarantee eligibility to all applicants;

9 Guarantee renewal to all enroliees, except in instances of non-payment
of premiums, fraud or misrepresentation, or relocation outside the
area.

. No denial, limitation, or condition of coverage based on health status,

claims experience, or medical history during the annual open
enrollment period.

| S
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Individuals enroiling in a plan for the first time or after a long gap in
cuverage may be subject to a pre-exasting condition limitation of no
more than six months.

Comply with all rating requirements, including age adjustment and
family class, established within the coverage area. Special rules apply
to large employers not eligible for the HCCA pool.

Comply with open enroliment process established by the state and
establish enrollment processes consistent with the requirenients of this
act

Comply with financal solvency requireuents, premium and collection
criteria. h

Participate 1n a risk adjustment program designed by the Secetary and
administered by the states, in accordance with the factors and rules set
forth in this act; States may apply for a waiver from the Secretary to
establish alternative risk adjustment mechanisms;

Collect and provide standardized data collection and reperting
requiremer.ts, and comply with confidentiality standards;

Establish dispute resolution processes in accordance with this act;
Provide written informaticn to all enrolless regarding a patient's right
to

self-determination in health care services;

Meet requirements for designated undersesved arcas,

The following state laws relating to health plans are preemp?ed.

State laws that have the effect of prohibiting or restricting pians from:

- liniting the number and type of providers who partidpate in

the plan;

= requiring ervoilees to obtain health services from participating
providers;

- requiring enroilees to obtain referral for treatment by a spedalist

LTI T
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or health institution;
- establishing different payment rates for participating providers;
- creating incentives to encourage the use of particpating

providers;
. State corporate practice acts;
. State mandated benefit acts.

B. Other Qualified Heaith Plans

Emplover Sponsored and Group Health Plans

Employer-sponsored health plans (risk-bearing) and group health plans ( a
combination of risk-bearing and comurerdal insurance) must meet the same
insurance reform requirements as other acccuntable health plans, including
no pre-existing conditons, vpen enrollment, guaranteed issue, guaranteed
renewal, etc. They must offer the standard and basic benefit packages. They
also must meet solvency requirements for risk-bearing pians that will be
developed by the Department of Labor.

Qualified Assodiation Health Plans

The bill grandfathers existing association heaith plans that kave been in
existence for three years prior to the date of enactment. Thesa irclude trade
and professional associadons, religious organizations, public entity
assodations, and Chambers of Commerce. Assodadcn heaith plans must
meet solvency requirements developed by DOL and take all comers in their
designated association, Otherwise, ail qualified health plan insurance reform
requirements apply.

“Qualified Assodation Plans” must be organized ana maintgined in good
faith, with appropriate by-laws that specifially state the purpbse, as a trade
association, industry assodation, professional assodation, Chamber of
Comumerce, a reiigious organization, or a public entity assodaton and that the
entity has been established and maintaired for substantial purposes other
than to provide the health care required under this section; and the
sponsoring entity is and has been in operation (together with its immediate
predecessor, if any) for a continuous period of not less than 3 years and
receives the active support of its membership.

¥ Vvuo
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Any arrangement that, as of June 1, 1994, has been in effect for not less thar. 18
months and with respect to which these is pending application with the State
insurance comumissioner for a certificate of operation as a health plan, shall be
treated for purposes of this subtitle as a qualified health plan (if such a plan
otherwise meets standards under this subtitle) unless the State ¢an
demonstrate that ~

(1) fraudulent or material misrepresentations have becn made in the
application which are hazardous to the State;

(2) a disqualification of the sponsor of the applicant entity has occurred;

(3) the plan that is the subject of the application, on its face, fails to meet the
requirements for a complere application; or

(4) a financal impalrment exists with respect to the applicant that is
suffident to demonstrate the applicant’s inability to continue its operations.

Rural Cooperatives and Multi-Eqnplover Plans (Ta‘t-Harlev)

Existing Rural Cooperatives must meet the same rules as qualified assocation
plans . They must meet solvency requirements developed by DOL and take
all comers in their cooperadve. Otherwise, all accountadle health plan
insurance reform requiremenis apply.

Multi-Employer (Taft-Hastley) plans must mest the same rules as large
employers. They must meet the same insurance refo:m requirewents as
other health plans, including no pre-existing condition, open enrollment,
guaranteed issue, guaranteed renewal, portability, etc. They also must offer
the standard benefit package. They also must meet solvency requirements for
risk-bearing plars that will be developed by the Departmentiof Laber.

C State Responsibilities

Within one year of the promuigation of this act, states must carrv out the
following respensitilities:

establish the HCCAs, including interstate HCCAs, consistent wich the
requirements of this act; states may submit waiver applicatons,
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according to HHS criterla, in the drawing of boundaries for HCCAs.

provide procedures for the establishment and operation of individual
and small business purchasing groups, rules governing sales by agents
or direct sales of health plans, rules for the annual open enrollment
period, and other oversight responsibilities;

oversee standardization of information about health plan performance
consistent with the requirements of this act; A

: Aevlopad. by 4t kderal governmend
establish-# risk adjustment programto 0 the<fair allocation of
risks-among health plans operating with each coverage area;

certify that health plans comply with the requirements of this act, and
provide monitoring of health plan standards;

establish (monitor) dispute resolution processes consistent with the
heaith plan standards.

The bill divides employers into two dasses, based on employer size.

Small Employers: 100 ful--time employees or less. May purchase an
accountable health plan at thie adjusted community rate through either
independent brokers or insurance agents, cooperatives or private, non-
profit purchasing groups or public enrollment sights.

Large Employer Group Purchasers: More than 100 full-time employees.

Large employer group purchasers may offer either accountable health
plans for which the employer negotiates the rate (experience-rated),
employer-sponsored health plans (risk-bearing plan) or a combination
of the two as a group health plan. large employers may group together
to negotiate and purchase accountable health plans orto offer
employer-sponsored plans. Large employers are not pdrt of the
community-rated pool.

All employers must provide their employees with information regarding
their health plan options. I the employee requests, employers must enroll
them in their choice of health plan-and deduct the amount of the premium
from wages, minus any employer contribution. Employers are neither
required, nor precluded from contributing lo the cost of employee health

coverage.
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Nondiscrimination provisions that apply to all employers:

Employers cannot disariminate in the provision of health insurance to
either full- or part-time employees based on their eligibility for low-
income subsidies.

Employers who contribute to the purchase of any full-time employce’s
health insurance must make an equal contrioution on behalf of all

full-time employees. Employers who contribute to the purchase of any
part-time employee’s health insurance siust make the same dollar

contribution for all part-time employees.

A full-ime employee is defined as an individual who is employed for
30 or more hours per week. A part-time employee is defined as an
individual who is employed for at least 10 but less than 30 hours per
week.

For purposes of the nondiscriminaton rules, an individual does not
qualify as a full-dme or part-time employee if the individual is a
seasonal employee and/or until the individual has been employed for
six months.

An employer who contributes to the purchase of an employee’s health
insurance must make the same dollar contribution regardless of the
health plan chosen by the emgloyee.

IA194 OWOCLahLM Ivarder to prevent employers from “€umping” employees int 2

.&)/ cioud’('{'l wlig- commurilry-zated pool, employers must offe—-but not r-healthl‘
7l (ié s | coverage for all full- ployees, part- oyees, and pre-
bﬂ’)a ) et pied medicare retirees. La:ge empi ﬁwm;ohxbxted from creating
witl ‘bt subsidiaries or segmenting their rce based on health/
Osideve d . statas; Tiealth risk, or antidpated need of health ¢ Trices.

Small employers will pay any qualified health plan selected by the employee
an amount equal to the contribution they wuuld mak; on the PILI/]'l ployee’s
behalf to the er-selected health plan. £ POIN fACe option (19
will ﬁft’y N Ao gl Mﬂ_)_)() ?naru F’Cvmlalfr
Large 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, it available in Lhe area. Employers may meet
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rul‘da}‘Incenm res for Practice in Rura], Frontier, and Urban Underserved Areas

_ _ up o A 4chi Of $36,000 .
Physidans practiang in rural, frontier, or un 'ed urban aceas are

allowed a tax redit equal to $1,000 a momz){ Nurse practitioners and

physican assistants would also be eligible for a similar credit equal to $500 per
month.

Lean repayments urider the National Health Service Corps Loan Repayment
Program are excluded from tuxable income.

The cost of medical equipment, limited to $32,500 annually, used by a
physidan in a rural health prefessional shortage area can be immediately

expensed.

Interest, up to 5,000 annually, paid on education ioans of a physidan,
registered nurse, nurse practitioner, or pnysician’s assistant is allowed as an
itemized deduction if the individuai agrees to practice in a mural community.

Developrient of Networks of Care :n Rural and Froantier Areas

The HHS Seqetary is authorized to waive certain Medicare and Medicaid
requirements for demonstiation projects to operate rural health networks.
Public and private ertiies may apply for such waivers. The Seaetary may
award grants to assist organizations in rurel networks planning

The Secretary will conduct a study on the tenefits of developing a
supplemental benefit package and making available premiums that will
unprove access :0 health services in rural areas.

Rural and Fronticr Emergency Care \

4

A rural emergency medical services program is established to improve
cmergency medical services (EMS) operating in rural and frontier
communities.

Rural community hospitais meeting eligibility criteria may gqualify as Rural
Emergency Access Community Hospitals (REACHSs). This program will
permit existing rural community hospitals participating in the Medicare
program to mainta.n their current status if they meet standards of eligibility
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as a rural emergency access fadlity. Current spedal reimbursement to small
rural Medicare--dependent hospitals enacted in Omnibus Budget
Reconaliation Act of 1989 will be extended.

H. Long Term Care

Tax Provisiens

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 upan certification of impairment in three or more
activities of daily living by a licensed health care practitioner.

Cmployer provided long-term care coverage which meets certain consumer
protection standards promulgated by the NAIC, is exciuded from an
employee's taxable income. Premiums paid by an individual for qualified
long-team care are deductible as a medical expense;

NAIC is directed to promulgate standards for the use of uniform langnage
and definitions in long-term care insurance policies, with permissible

/ 1 variatiuns to take into account differences in state licersing requirements for
} shudure g req

Sl D¢ ‘)rwdgdmng-term care providers.

o rome Accelerated Death Benefits

nmunry -

CAJ? . Clarifies the income tax treatment of accelerated death benefits paid tw
termunally il persons. Payments made under a qualified terminal iilness
rider can be received tax-free as if they were paid after the insured’s death,

OL FISCAL RESPONSIBILITY
A. Financing (Estimated Over 5 vears; § in Billions) B
Medicare Savings { must be m;(f(]ﬁe;{\ 54
. Y0 actomadu ke fex
Medicaid Savings decreqsy in A0 WcipFlx $35.8
Postal Service Retirement $13.0
SUBTOTAL SPENDING REDUCTIONS $154.7

10
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Revenues
High Cost Plan Premjum Assessment $30.0
Tobacco Tax [ S 1. nciease) 886:0
HI State/TLocal $7.6
SUBTOTAL RLEVENUES $131.1
TOTAL FINANCING $245.8

V.

B. Fail-Safe Mechanism

A current baseline for federal health expenditures (CBO projected Medicare
and Medicaid and tax spending) is established in the bill.

Under this act, it is antiapated overall federal health spending will decrease.
However, in order to guarantee the act wi!l rot lead to defidit spending, a
second baseline, called the health care reform baseline, is ceated. This
second baseline indudes cxisting and new spending.

In any year that tha Director of OMB notifies Congress that health care reform
spending, Medicare, Medicaid, Low-Income Vouchers, and Tax Spending will
exceed the federal health expenditure baseline, the following automatic
actions will occur to prevent deficit spending:

the voucher phase-in is delayed incYeq

the assessment on high cost insurancz plans is umplemeniad.

the expanded tax deduction phase-in is slowed down

out-of-pocket limits in the standard and basic benefit packages are
increased

starting in the year 2004, 4 \ax cap is placed on supplemental benefits
provided to employees and cortributed to by employers.

o WN

v

Congress may act on alternative recommendations by the Health
Commission to avoid the acdons listed above.

COST CONTAINMENT & CONSUMER PROTECTION
A. Benefits Package

The Commission will establish two benefit packages based on the categories of

11
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benefits listed below.

i

rJ

Congressional priarities: within the constraints of the actuarial limits, h
Congress directs the Comunission to adhere to the folowing priorities. 79 Shoge

a)

b)

D))

A standard benefit package the value of which can not exceed the
actuarial value equivalent of the Blue Cross/Blue Shield Standard
Option under the Federal Employees Health Uenefits program.

A basic benefit package which will contain higher cost sharing and/or pDU Sign
fewer benefits. This package must be designed to prevent adverse risk W11 ¢
selection when combpined with the risk adjustments called for in the /% Wded |
bl Which il
veatr
indniddals
ey
Can gy .
parity for mental health and substance abuse services (parity to be r-vliryg
defined), which shall consist of a broad array of mental health and 4
rchabilitation services managed to ensure access to medically necessary
and psychologically necessary treatment and encourage the use of
outpageni treatments to the greatest extent feasible.

consideration {or needs of children and vulnerable populations,
including rural and underserved persens.

ImPIVing The heattn ot Amerians throgh pr(uen%w}

Categories of Benefits;

Inpatient and outpatient care

Emergency, including appropriate transport services

Clinjcal preventive services, including services for high risk
populations, immunizations, tests or clinidan visits

Mental Hiness and Substance Abuse

Family planning and services for pregnant women

Prescription drugs and biologicals

Hospice Care

Home heaith care

Outpadiient laboratory, radiology and diagnosac

Outpatient rehabilitatiun services

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

Investigational treatments

~r

12
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For each package, the Commission will develop recommendations to clarify
covered benefits; estadblish multiple cost sharing schedules that vary
depending on the delivery system; and develop interim coverage dedsions in
limited drcumstances. In making these determinations, the Commuission
will consult with expert groups for appropriate schedules for covered services.
The Commission will have the authority to propose modifications to the
benefits package that would not go into effect unless approved by Congress
under base—<losing procedures.

A qualified lLiealth plan shall provide for coverage of the categories of berefits
described in this secdon for treatment and diagnostic p*ocedu.res that are
medically necessary or appropriate.

B. High Cost Plan Assessment

In each year beginning in 195€, an assessment will be imposed on the top 40
percent of ell plans in ar area. The assessment is equal to 25 percent of the
difference between a target premium and the actual premium charged by an
accountable health plan or self-insured plan for the standard benefit package
in a community-rated area. The target premium is defined as the higher of
the following:

1. the average premium of all qualified health plans offered to
individuals and employees of small businesses in the HCCA

or

2 the geographically adjusted premium value at the 25th percentile of all
accountable health plans in the United States.

The geographically adjusted premlum value is calculated by adjusting each
accountable health plan’s premiums for regional variationd..Such
adjustments shall include but not be limited to vasiations in'the cost of living
and demographics.

For self-insured plans, the exclse tax will apply to the difference between the
target premium and the actuarial estimate usad for meeting the COBRA
requirements. The Department of Treasury will be given anthority to
develop regulations in this area.

C Medical Liability Refonn
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resolution of the claim under an alternative dispute resolution (ADR) |
method adopted by the state from models developed by the Seqetary of HHS,
or developed by the state and approved by the Secretary of HHS.

. No health care malpractice acion may be brought in court until the final /

wif‘mé'pmty-mwuw.m.us_a.nge-mdfrvd&rresped-m

methgd«sudi’ party shall pay the costs and attorneys fees of all parties to the

. Non-economic damages awarded to a plaintff in a health care malpractice
claim or action may not exceed $250,000, indexed for inflation.

. The liability of each defendant to a health care malpractice action for non
economic and punitive damages will be based on each defendant’s proportion
of responsibility for the claimant's harm.

. Seventy-five percent of punitive damage awards will be paid to the state in
which the action is brought and such funds wili be used for provider
licensing, disciplinary activities and quality assurance programs.

A twenty year statuta of repuse will be applied to medical malpractice actions.

. Lawyers may not charge contingency fees greater than 33 1/3% of the first
$150,00 of the award in a health care malpractice action and 25% of amounts

in excess of $150,000, using after tax amounts.

State laws that limit malpractice awards and fees to a greater extent are not
preempted.

————PDefendants-shat-be permitted-to-make paymentsen-awarrd&'ﬁ[ exXtess of
$360:600-on-z-periedic-basis:

D.  Administrative Simplification

This section 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; ceate the
tools needed to conduct outcomes resea:ch to improve the quality of care;

14
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and, to make ii possible to track down fraud. This subtitle also sets

requirements to protect the privacy and confidendality of health care
information, and establishes a National Health Information Commission of

private-secior experts.

B

Quality Standards

The Secretary, in consultation with relevant private endties, will deveiop
standards (o assess the quality of health plans. In addition, the Secretary may:

e

set priorities for strengthesung the medical research base;

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

conduct effectiveriess trials in collaboration with medical spedalty
societies, medical educalors and qualified health plans;

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

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

design an interactive, cumputerized dissemination system of
information on outcomes research, practice guidelines, and other
informaticn for providers.

Anti-Fraud and Abuse

&

This subtitle establishes a stronger, better coordinared federal effort to combat
fraud and abuse in our health care system. It also expands criminal and dvil

penalties for health care fraud to provide a soronger deterrent to the billing of

fraudulent claims and t0 eliminate waste in our health care system resulting

G T

such practices.

lent Seld- De Lrrniinchin e 6}(-’6}’}5 o .

V. PUBLIC PROGRAM REFORM

A. Medicaid Reform

Wwuul
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INTEGRATION OF MEDICAID INTO PRIVATE INSURANCE

The Secretary shall study the impact on private health insurance premiums
and make recommendations on the integration of AFDC and non-cash redpients
into the community-rated private insurance pool. In gerieral, the objective will be
to treat both of these groups like other low-income families and irdividuals for the

urposes of enrollment in health plans and subsidies. Services not covered in the
standard benefit package will be retained and provided through the current
Medicaid program for mandatory and optional eligibility groups.

OFTONAL COVERACE UNDER QUALIFIED HEALTH PLANS

. At state option, the Medicaid program will permrit AFDC recipients and SSI
recipients to receive medical assistance thyough errcliment in a qualified
health plan offered in a local HCCA. Tiwe state may noc restrict an
individual’s choice of plan and is not required o pay more than the
applicable dolar limit for the HCCA area (as determ'ned under scction 2007
of the Act). The number of individuals electing to enroil in a qualified
health plan is limited to a fiftean percent or the eligivle population In each of
the first three years, and ten percent in each year the-e after.

LIMITATION ON CERTAIN FEDERAL MEDICAID PAYMENTS

¢ 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 determinec by multiplying the per-capita
Lmit times the average number cf Medicaid calegorical individ.als entitled
to receive medical assistance in the state plan.

. The per-capita limit for fiscal year 1996 is equal to 118% of -8 base per capita
funding amount. This amount is determined by dividing thé total
expenditures made for medical assistance furmished in 1994 hy 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 excli:ded from this calculation.

. In years after 1996, the per-capita liiit is equal to the per capita funding

amount determined for the previous fiscal year inaeased by 6 percent for
fiscal years 1997 through 2000, and 5 percent for flscal year 2001 and beyond.

16
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States are required to continue to make eligible for medical assistance any
dass or category of individuals that were eligible for assistance in fiscal year
1994.

STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE SERVICES

At statc opuon, the Act establishes a risk contract program within the
Medicaid program which allow states to enter into conracty with at-risk
Primary care se management providers. Anx at-risk primary care case
management provider must be a physician, group of physicians, a tederally
quaiified health center, a rural health clinic or other entity having other
arrangements with physidans operating under contract with a state to
provide services under a primary care case managenient program.

Risk contracting entiies must meet federal organizational requirements,
guarantee enrollee access and have a written coniract with the state agency
that includes: an experienced-based payment methodology; premiums that
do not disaiminate among eligible individuals based on health status;
requirements for health care services; and, detaiied specricaticn of the
responsibilities of the contracting entity and the state for providing for or
arranging for health cue services.

Standards are established for internal qualily assurance and state cptions
regarding ervollment and disenrollment are spedfied. State and federal
morutoring of quality and access standards are also established.

In addition, each risk contracting entity providing Medicaid services shail alsc
enter into written provider participation agreements with an essential
comumunity provider; ¢r at the elecion of an essential community provider,
each risk contracting entity will enter into an agreement to make paymenss to
the essential community provider for services. Essential comumunity
providers include: Migrant Health Centers, Comununity He&ith Centers,
Homeless program providers, Pubiic ITousing Providers, Family Planning
Clinics, Indian Health Programs, AIDS providers under the Ryan White Act,
Maternal and Child Heaith Providers, Federally Qualified Health Centers, and
Rural Health Clinics.

OTHER PROVISIONS

The Act phases out Medicaid Hospital Disprovertionate skare adjustment

17
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payments by fiscal year 2000.

Medicare Reform

Maintain Medicare as a separate program.

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

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

Individuals have the option to remain in an accountable health plan (AHP)
when they become eligible for Medicare. I they remain, they continue to
receive the standard penefit package with the full range of options availabie to
the non-Medicare population.

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

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

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

A

-

B. Medicare Select would become a permanent eption in all States.

Medicare Select is « demonstration program limited tc 13 states (including
North Dakota, Missouri and Minnesota) established in OBRA 199C to allow
managed care organizations to deliver supplemental tenefit packages to
Medicare beneficiaries. An individual buying a Medicare Select policy is
buying one of the 10 standard Medigap plans. ‘The only differeace is that

18
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Medicare Select polides deliver care through preferred providers. The
program is scheduied to expire in 1995.

Medicare Select would be a permanent option in all States. Medicare Select
policies will be offered during Medicare's coordinated apen enrollment
period. Plans may nor discriminate based on pre-exdsting conditions.

c Medicare risk conitracts would be improved. (Medicare Choice Act)

GRADUATE MEDICAL EDUCATION

This subtitle features miechanisms to increase the number of primary care

physidane.

Medicare CME Demonstration Project

The Segetery wil allow up to seven states to experiment with Medicare
direct graduate medical education (DME) payments to increase the number of
primary care physicians. Under this program, qualifying states may use
different weighting factors, or a community-based health care training
consortia, to direct a greater share of its DME funds for primary care medical
education. A consortia will be composed of teaching hospmls, medical
schools, and ambulatory training sites, with the goal of inceasing the nunber
of primary care providers;

Up to seven training consortia nationwice will be eligible to receive Medicare
DME waivers directly from the Seqgetary. Each such consortium will be
permitted to determine the most appropriate mechanism to use its DME
resources to increase the number of primary care prowders“ including
distributing funding to medical schools.

Community-Based Physician Training
Medical resident training time in non-hospital -owned community-based

settings wiil begin to be counted in the determination of full-time-equivalent
residents for the purpose of makang Medicare DME payments with the goal nf
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moving more residency iraining out of hospitals and into the community;

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

Expansion of National Health Service Corps

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

Incressed Resources for Primary Care Health Professions Training

Enharces resources for Public Fealth Service programs which support training of
primary care providers as follows:

& Increasss funding for programs under Title VII of the Public Health Service
Act for the training of family physidans, general interiusts, ard general
pediatriclans;

. Creates a new schclarship program and inceases Title VI Public Health
Service Act funding ror physidan assistants;

. Increases Tile VTI Public Health Service Act funding for nurse practitioner
training and scholarship programs.

State Programs for Non-Physician Providers
. A demonstration program is created for states and non-pront organizations to
experiment with changes in state scope-of-practice Jaws for ‘urse practifoners

and physidan assistants, Lhe retraining of suhspecialists to celiver primary
care, and other mechanisms to increase the supply of primary care providers.
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How much does this cost?

The effect an the deflcit will be zero (Fall-Safe)

We raise $250 billion over flve years

These funds will be used to provide direct subsidles
to individuals at 240% af poverty and below,
and to expand the deductihility of health A
insurance premiums for indlviduals and the

self-insured. |
We expect additional savings from system reforms.

We expect the combination of these elements
to lead to insurance coverage for at least 93%
of all Americans by 2002, and coverage of
about 98% of all health care costs in the
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