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SENATE FINANCE 

6/24/94 
8:00 a.m. 

MAlNSTREAM COALITION PROPOSED AGREEMENT 

I. COVERAGE

A. Exp;1nded Tu Deductibility

fhe health in$\.11".m<:e deduction for self-employed persons is extended 
permanently and phasec :n to cover 100% of the cost of quallii.ed health 
plans. 

. 
. 

A medical expense deduction for h�alth in:;ura.nce premiums for individuals 
is a.deed and pha.s� in to permit the deduction of 100% of the taxpayer's cost 
for a qualified health plan. 

H. Low Income Assistance

Low-lnco.t:Il4 individuals will receive subsidies to purchase health insurance. 
By 1997, individuals anci families with incomes below 90% of the fedqral 
poverty l�el (who are net eligible for Medicaid) will re<:eive a suosidy to 
purchase health care i.nscrance through accountable health plans. 

By 2002 the c;ubsidy will be phased-in for those with incomes up to 240% of 
poverty. At 100%, the subsidy covers L'le full prerruum, up to the "applicable 
dollar limic". Fedcr:tl a_ssisrnnce phases ou! at 240% of poverty. 

Federal Subsic.ies for low-income fa..milic.-s ..nd individuals will be based on 
the stand;iird benefit pa.d<age. For individuals ar.d families f""lth incom� 
above 200% of the federal poverty level, subsidi�s could be U$ed for the 
purchas� of the st.ind-rd benP.fit package, or the basic benefit package. 

C Mechanism to As.sun� Full Coverage 

The Health Commission will report to Congr�s every 2 y�a.rs on the 
d�og:ra.phics of the uninsured, and its fi.."'ldings on why those individuals 
are uninsw-ed. 

Tn the event 95% of ail Amer.cans do not have health ir.suranc� by 2002, the 

1 
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1he, pac�qc. w, n be_ r-cpcv� -ro Cb� r-e�. tmy 
/�tS/a-t1m Yf�lh "3 � 1he,, ple,JUl� mu� be

CDn sitldtt/ l)JH•rin (J..., }I mi-l(d -hme pJf let) and f}.11l1tl f:e 
.fuil� OtrtiYklfJle �I\ ,,fhe -Aw. 
Commission will develop a package of recommendations to Congress 
designed to reach univ'enial coverage. 

t d of six months, if Congress falli; lo a 
recO·"""'"°"' · r defeats their r ili�Mrfth 
alterna , · · coverage is 
automatically -�'--.�..._.� e.r either a 
standard package or a 

Those resi� ealth Care Coverage Areas w 
9�� exempt from this requirement. 

IL EXP ANDED ACCESS TO HEAL TH COVERAGE 

A. In.su.ra.ncc M.uket Reforms anti Standards for Account.able Health Plans

The Secretary sh.all, in c:oruultation with p�vate expert entities, develop 
standards for health plans within six months of enactment. Whene�- � 
requirement or stanciard is imposed on a h�&ltn plan, the requirement or
standard is deemed to have been imposed on the 1"\Surer or health plan 
sponsor. 

Statu will enforce the standards set forth in this Act pursuant to regulations 
issued by the Secretary. 

These requirements apply to all certified health pla.ru:. Special rules 
reguding the application of these r&quirements to large employers and the 
::.elf-insured are in the sections relating to employers. 

• 

• 

• 

• 

Gua.ranh.--e .vailahility throughout the entire HCCA in which the plan 
is offered; �-

Cuarant� eligibility to all applicai1ts; 
" 

' 

Gu.ara.ntee renew<1l to all eroollees, except in instances of non-payment 
of premiums, fraud or misrepresentation, or relocation outside the
area. 

No denial, limitation, or condition of coveragP. ba� on health st.\tus, 
dA.ims cxp�enr.e, or medical history during the annual open 
enrollment period. 

2 
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SENATE FINANCE

Individuals enrolling in a plan for the first l:unQ or after a long gap in 
coverage may be subject to a pre--existing condition limitation of no

more than six months. 

Comply with all rating requirements, including age adjustnuml and 
family class, established Within the cove.rage arP.a. Spedal rules apply 
to large employers not eligible for the HCCA pool. 

Comply with ope'=' eruol!ment process established by the state and 
establish enrollment processes consistent with the requiremen� of this 
a.ct; 

Comply with financial solv�cy requir�,en�, prQD!'\ium and collection 
criteria. 

Participate ma risk adjwtment program designed by the Secetary and 
adrrdnistered. by the states, in accordance with the factors and rule, :set 
forth in this act; States may apply for a. waiver &om the Secretary to 
establhh �HernativP. risk adju.stmel'\t mec.h.anistn5; 

Collect and provide $tandardi:zed data collection a.."ld reporting 
requirell'\er.ts, and comply with confidentiality standards; 

E$tablish dispute resolution processes in accordance with this act; 

Provide'written information to all enrollees regarc.ing a patient's right 
to 

self-determination in heal th care :;cr,,-kas; 

Meet requirements for designated unders�ed nrc�
i 
. 

The follo"'-;ng state laws relating to health plans are preemp{e-d. 

• Stat� lawc; that have t.¾e effect of prohibiting or restricting plans from:

limiting the number and type of providers w:i.o participate in 
the plan; 
requiring enrollees to obtain health services from participating 
providers; 
requiring enroUees to obtain referral for tr�atment by a specialist 

3 
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or health institution; 

SENATE FINAJ\CE

establishing different payment rates for pa.'iidpating providers; 
creating il\centives to encourage the use of participating 
providers; 

• Srate corporate practice acts;

• State mandated benefit acts.

B. Other Qu.aliii.ed Htalth Plans

fa:nployer Sgonsorec a.'1.d Group Health Plans 
. 

Employer-sponsored health plans (risk-beadng) and group health plans ( a 
combination of risk-be.iring and commercial insurance) m�t meet the same 
illsuran�e reform requirements as other accountable health pla.ris, including 
no pre-existing conditions, open enrollr.rumt, guaranteed issue, guuanteed 
renewal, etc_ They mu.st offer the standard and basic benefit packages. They 
also must meet solvency requirements for ri.,k-bc3.....-i.ng pians t..'1-tat will be 
developed by the O�putrnent of tabor. 

Qualified Assgdation Health Pl£l$ 

T.ne bill grandfathe:-s existing association he;ilth plans t.\at have been in 
existence fQT' thrEN yac\.rs prior to the date of enactment. These include trade 
and professional associations, religioi.s orgarJzatioH5, public entity 
associations, and Chcul,bers of Cor:rimerCQ. Association health plans must 
meet solvency requirements developed by OOL and take all com�s it1 their 
designated association. Utherwi5�, aa ci�ilified health plan ins-1ra.nce reform 
requ.u--emcnts ap;,ly. 

"Qualilied Assouation Plans" must be organized ana main�ed in good 
foith, with appropriate by-laws that sprofically state the pwpb�, as a trade 
association, industry assodaUoll, professional i:issodation, Chamber of 
CoII\Il\erce, a reHgiou.s organization, or a public entity association and that the 
entity has been established and maintained for s'->.bStilntia.l purpose., other 
than to provide the he�th care required under this section; and the 
sponsoring entity is and has been in operation (together with i� im.mediats::­
predecessor, if any) for a continuous �riod of not less than 3 years a:1d 
receives th':! active support of its membership. 

4 
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Any �rrangement that, as of June 1, 1994, has been in effect tor not les1:> thAr. 18 
months and with respect to which tht:!te i, pending application with the State 
insurance coIIUIUSsioner for a certificate of operation as a health plan, shall be 
treated for purposes of this subtitle as a. qualified hea.llh plan (if such a plan 
other.vise meets st"1\dard.5 u.ndel' thi.c; subtitle) unless the State can 
demonstrate that -

(1) fraudulent or material misrepresentat1on.s have been :nade in the
application whid\ are hazardous to the State;

(2) a disqualification of the :sponsor of the a.pplicant entity has occurred;

(3) the plan that is the subject of the application, on ;ts face, fails to meet the
requirem�'lt, for a con-.plere application; or

(4) a W'ancial i.mpalnn�,\L exists with ?'�pect to the applicant that is
sufficiP.nt to demonstrate the applicant's inability to continue its operation�.

B.urc<l Coopcrativy ;ipd Mteti-E:n2love; Plans (T�ft-Ha:r-Jevl 

Existing Rural Cooper6tivcs must meet the sa..t:1.e rules as qualified. assoc:ation 
pla."'ls _ They must meet solvency requirements developed by OOL at\d bke 
ail comers in their cooperative. OtherwiSQ, all ac-countable health plan 
.in,u.,.ance reform requi:emems 2.pply_ 

Multi•E.mployer ITaft-H.u-t.ley) plans must m�t the same rules as la:ge 
employers. They must meet the �ame insurance reform requirw,ents .is

other h�alth plans, including i10 pre-existing condition, open enrollment, 
guaranteed i$.'-Ue, guaranteed renewal, portability, etc. They also must offer 
the standard �nefit package. They also mu:,t r.n�t $0lve!'\0· requirements for 
risk-beariug plar.s that will be developed by the Depa.rtmenV£f Labor . 

C St.ite Rtsponsib.iHties 

. 

Within om: ye�r of the promulgation uf this act, states must ca.--ry out the 
following resp-0nsicilities: 

establish the HCCAs, including interstate HCCAs, consistent with the 
requirements oi this act; statt:S may submit waiver applications, 

s 
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according to HHS O'iterla, in � drawing of boundaries for HCCAs. 

provide procedures for the establishment .uid operi.\tion of indiyidual 
and small bwiness purchasing groups, rules governing sales by agents 
or direct sales of health plans, rules for the annual open enrollment 
perio�, and other oven.ight responsibilities; 

oversee 5tandardization of infonnatlon llbout health plan performance 
consbte.nt with the requirements of thb act 

. develovecL oo »it kderal �ovdr>/1\�n-r 
e&tablidt e- risk adjw.t.ment pl'OgI'�to en.rure the-lair allocation of ..
risk,; .unong health plans operating with e.ach coverage area; 

certify th4t health plans comply with the requirements of this act, and 
provide IJ'lOn.itoring of health plan standards; 

P.Sta'blish (monitor) dispute resolution processes consistent With tht:! 
health plan standards. 

The bill divides employers into two classes, based on en1ployer size. 

Small Employers: 100 full-time employees or less. May purch�e an 
accountable he�t.h plan at the adjusted community rate through either 
independent brokers or insurance agents, cooperatives or private, non· 
profir purchasing groups or public enrollment 5ight:s. 

large Employer Group Purchasers: More than 100 tull-tim� employees. 
Urge employer group pw-ch�rs :may offer either acmuntab� health 
platl.S for which the employer negotiates the rate (experience-rated), 
employer-sponsored health plans (risk�uing pl.U\) or a. combination
of the two as a group health plan. large employers rna.y group together 
to negotiate and purchase accountable health plans or�o offer 
employer-sponsored plaru. Large employers are not part of the 
cornmunity-r�ted pool. 

All employer� must provide their employees with information regarding
their health plan options. If the employee reques�, employers must enroll 
them in their choice of heAlth pl.in and deduct the amoW\t of the premium 
from wages, minus any employer contribution. Employers are neither 
required, nor precluded from contrtbutinB lo the cost of employee health
COVt!ragc. 
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Nondiscrimination provisions that apply to all employers: 

Pru ornud.a hlJY'\
+-JI c'()ll({hvCtj­
oJJopt ned. plans 
Wl!I be� 
ca,-r;,acv<. d 

Employers cannot di.scrimilla.tc in the provision of health insurance to 
4tithP.r full- or part-time employees based on their eligioility for low­
income subsidies. 

Employers who contribute to the purchase of any full-time ell'\ployce's 
health insurance mu.st mak� iU\ equal contribution on behalf of all 
full-time employees. Employers who contribute to the purchase of any 
part-time employee's health insurance mu.st make the sarne dollar 
contribution for all part-time employees. 

A full-time employ� is defined as an individual who is employed for 
30 or more hours per week. A part·time employee is defined as� 
individual who is employed for ar least 10 but less th.an 30 hours per 
week. 

For purposes of the nondiscrimination rules. an individual does not 
qualify as a full-time or part-time employ� ii fae individual is a 
seasonal employee and/or until the h1ciividua.l has bee11 employed for 
six months. 

An employer whu contributes to thP. rurc.hase of an employee's health 
insurance must make the same dollar cont.-ibution regardless of the 
health plan chosen by the employet!. 

� to prevent employers from -<dumping" employee, int 
comm�ool, employers rr.ust offer-but not r-health
C'overage for all f��yees, part- · oyees, and pre-
medicue retirees. Large em l ��o prohibited from creating 
5ubsidiaries or · segmenting theu"'wer.lcfQrce based on health
s , ea.1th risk, or anticipated need of health care5e?.k�. j 

Small P.mpJoyers will pay any qualified health plan selected by the employee 
an amoWlt equal to the contribution they would make on the P.mployee's 
behalf to th�,�P�Oi)'er-�1Pcted health pla:1. f+ eo1f\f Of se.r v1ue oP,t,JYi p 'h
VJ)\l ue. OHCrea 11\ -f'\'\..o '5:YYVJ.U 0r"JJ.p ma.rt1-+,1t- availa.ldlt'. 
Large employers mwst 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, il available i.J1 lhe are.i.. Employers may meet 

7 
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%l i-h>na I prn1A �, vY1..S 

'D'T1 ({). ( (J / · !'ax Incentives for Pras;tice in Rural, Frontier, .u,d Urban Und�T<;eryed Areas
. ., UP 10 a. ..fob I of "13�,DOO. 

·ot t/t167 Ph�icians practicing in rural, frontier, or i:�ed urban area., are
r;Jru1d allowed a tax credit equal to $1,000 a mon Nurse practitioners and 

,
� 

,. 1 � -1. physician assistants would also be eligible r a similar credit equal to $500 per
�c..tUI month. 

Loan repayutet\ts under the National Health Service Corps Lo«.11 Repayment
Pl'ogr2lll are excluded from tc:tXable income. 

The cost of medical equipment, limited to $32,500 annually, used by a 
physician in <t rural h<:alth prr.fessionaJ shortage area can be immediately
expensed. 

Interest, up to $5,000 annually, paid on education ,oans of a physicia."\, 
registered nurse, nur� practitioner, or physician's a.ssis:ant � allowed as a..� 
ite.mized deduction if the i11dividual agr�s to practice in a �al com:nwuty.

�velopt:1e..l"\t of Ne�orks of Care :n Rural and Frontier ArPas

The HHS Secretary is authorized to waive certain .\1ed.icare and Medicaid 
requirements for dernorutj ation projects to operate rural health networks.
Public: a.nrl private enti:ies may apply for such waivers. The �etary may
award grants to assist organizations in ru.rd networks planning; 

The Secretary will ccnduct a study on the benefits of developing a 
supplemental benefit packAge 8.nd ma.king available premiums that wi!.1
improv� access to health services in rural areas. 

Rural and frontic, EmergPncy Car.e_ •• 
I 

.. 
I 

A rural emergency :nedicci.l services program is established to improve
cmergenry medical services (E..\.iS) operating in rural and frontier 
communities. 

Rural community ho5pitals meeting eligibility criteria may qul\lify .;.::; Rural
Emergency Access Cou�mun.ity Hospit;ils (REACHs). This program will 
permit existing rural community hospitals participati:ig in the Medicare 
program to mainta:n their current statu3 if they meet standards of eligibility

9
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as a rural emergency access fad.lity. Current special reimbursement to small 
rural MediCAre- ·depe.ndP.nt hospitals enacted in Omnibus Budget 
Reconciliation Act of 1989 will be extended. 

H. Long Tenn Cue

Tax fro'Vision., 

Expenditures for qualified long-term care (Ql TC) services are deductible as 
med.ictl expe..f\SeS. Such s�ces include diagnostic, preventive, thera}'Qutic, 
rehabilitative, maintenance and per�na.1 ca.re. Provision of such services 
must be t.ontingcnt upon certification of impairment in three or more 
activities of daily living by a licensed health cai:t:: practitionel'.

Employer provided long-term care coverage which meets l.'.�in consumer 
protection standards promulgated t,y_the NAJC, is excluded from an 
employ�'5 taxable income. Premiums paid by an individual for qualified 
long-tenn care are deductible as a medical e.xptms�; 

NAlC is directed to promulgate standards for the use of willonn lang11age 
and definitions in long-term cart insu.ra.nc• policies, with permissible 

� s-truc.fuf l variatiu� to take in�o account differences ln state l.icensi.ng requirem�ts for

JI I\ be � ,d.tJlong-term care prov1ders.

r..Y 'rorne 
' 

� 
Accelerated Death Benefits 

/,m()'l ll n tf1j -til:t' 
CJ).Y (. Cla.rifie, the income tax treatment of accelerated deam benefits paid co 

terminally ill persons. Payments r:1ade under a qu.ilified terminal illness 
rider can be receive<l tax-free as if they were paid titer the insured's death. 

ID. FISCAL RESPO SIBILITY 

A. Financing (Estimated Over 5 yea.rs; S in l3ilHons)

Medicare Sewings lrnu')f m' 11-r:.,ra�;)) 
.,to oa.,omcdu k f-.--Jt ,, 

Medicaid Savings decY'eQY, if\ --h)'tX.io,.of_L-;,t-

Postal Service Retirem�nt 

SUBTOTAL SP� -OING REVIJCTIOKS 

10 

.. 

$55.8 

$13.0 

$154.7 
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SENATE FJNA.�CE

High Cost Plan Premium Assessmer.t 
Tobacco Tax l £ .1.. 1Vic..rla�) 
HI State/L0<:al 

SUBTOTAL Rl!VENUES 

TOTAL FIN ANClNG 

B. Fail-Safe Mechanism

$30.0 
� 
$ 7.6 

$131.l 

$245.8 

A <."\.lll'ent baseline for federal health expend.ir..1n:, (CBO projected. Medicare 
and Medicaid and t4.X �pending) is established in the bill. 

Under this act, it is amjopated uver�l federal hP.alth spe.nding will decrease. 
However, u, order to guarantee the act wtll not lead to deficit spending, a 
second baseline, called the health care reform b<:lseline, is aeRtPd. Tius 
second baseline includes c,,.isting and new spending. 

In any year that the Director of 0MB notifii�s Cong:ess that health care reform 
spending, Medicnre. Medicaid. Low-Income Vouchers, and Tax Spending will 
exceed the federal health expenditure baselin�, the following automatic 
actions will oct:ur to prevQ."\t deficit spending: 

1. the voucher phase--in i:s delayed /rdeaseJ 
2. the assessment on high cost insurance plans is itnplementeG·
3. the expanded tax deduction phase-in is :;low�d down
4. out-<>f·pod<ct limits in thP standard and basic benefit packages are

increased
5. starting in the yeaI 2004, 11 �Ax cap is pla�P.d on su�plemental benefit�

provided to employees and contr1buteci to by emplO}'E?fS-
.. 
I 

Congress may att on alten-.atiw' recommendations by the Health 
Commission to avoid the actions listed above. 

IV. COST CONTAlNMB\.'T & CONSU?vfER PROTECTION

A Benefits P,c.:lcage

The Commiss:on will escabl6h two benefit p;'lckages based on the categories of

11 
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benefits listed below. 

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

2. A basic benefit package which will contain higher cost sharing and/ or Pnx.i �lo�
fewer benefits. This package must be d�igned to prevent adverse risk � 1 l Y.le 

J �ection when comoined with the risk adjustments called for in the .�[:-W
h

df tibill. u.AII( LU 
V�Ll/riJ 

Congressional priorities: within the constraints of the actuarial limits, �n -,�.�
O I�

Congress directs the Commission to adhere to the following priorities. ,., 0 5, � 1l"'J 
can ()14 

a) parity for mental health and s�bstance abuse services (puity to be CJ.XJ--gv11, ,-J
defined), which shall C01\.Si5t of. a. broad array of mental health and
rcha.bilit::ifior. services managed to ensure access to medically necessary
and psychologically necessary treatml:!l\L a.nd c.ncouragP. the use of
outpa.tienl treatment.s to the il"earest extent fe.asible.

b) consideration for need:> of children and vulnerable populations,
irtcl�ding n:ral and underserved P,ersons.

t) 1l'YiOWin4 ine 1'1t'Orlh c>+ Arr�r,�n� thro� prtLJe�­
Categones' of SeneTit:;; 

Inpatient and outpari�Jlt care 
EmergPncy, mduding appropriate transport services 
Clinical preventive services, including services for high ris� 

p<>pulations, immunization�, tests or clinician visits 
Mental Illness �d Substance Abuse 
Family planning and �ervkes for pregnant women 
Pr�ption drugs and biologicals 
Hospice Care 
Home heaith cu-Ii 

Outpatient laboratory, radiology and diagnostic 
Outpatient rehahilitativn �rvices 

'­

I 

..

I 

Vision c�re, hearing aids and dentaJ care for individuals 
W1der 22 years of age 

IIwe�tigation.il treatments 

1.2 
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Fol' each package, the Commission will develop reco_mmendatioru; to clarify 
covered benefits; estaolish multiple c.ost sharing schedules that vary 
depending on the delivery system; and develop interim coverage d�ions in 
limited circumstances. In making these determinations, the Commission 
will consult with expert group!'. for appropriate schedules for covered services. 
The Commission will have the authority to propose modi£katio.n, to the 
benefits package that would not go into eHect: unless approved by Congress 
Ulld�r base-closing procedures. 

A qualified health plan shnll provide for coverage of the categories of benefits 
described in this sedon for treatment and diagnostic procedure$ that are 
'medically necessary or appropriate. 

B. High Cost Plan Assessment

� each yeai: beginning in 19%, m assessment Will be impoud on the top 40 
percent of all plans iJl Ar• area. ThP. assessment is equal to 25 percent of the 
differP.!nce between a target premium and the actual premium charged by an 
acco�table health plan or self-insw-� plan for the standard benefit pa�ge 
in a 1."0ntmwuty-rateri uea. The target premium is defined as the higher o! 
the following: 

1. the avera�e prm,1um of all qualified health pwu offered to
individuals and employees of sma:l businesses in the HCCA

or 

2. the geographkilly adjusted premium value at the 25th percentile of all
accoun�able health plans in thQ United States.

The geographically adjusted premium value is C2lculated b..Y adjusting each 
accountable health plw'� premiums for regional variatio� ... Such 
adjustments shall include but not be limited to variations in' the cost of living 
and demographics. 

For self-insured plans, the excise ta.x will apply to the difference between the 
target prell'\h.u:\ artd the actuarial estimate used for meeting the COBRA 
requirements. The Department of Treasury will be gi�Ql\ aothority to 
develop regulations in this area. 

C. Medical Liability Reionn

13 
'· 
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No health care malpractice action may be brought in cowt until the final 
resolution of the claim W1der an alternative dispute r�olution (AOR) 
method adopted by the state frum models dPvelo�ed by the Secretary of HHS, 
or developed by the state and approved by the Secretary of HHS. 

ff the pa1ty hd��e\:lr:t agtj-On receives • wo:se re.,ti:H, ttitit ze:,pecl to
liability or the � · amages, from the court than in I.he state AOR 
meth�sudlparty shall pay th• costs a..nd attorneys fee, of all parties to the 
�� 

Non-economic da1.nages awarded to a plaintiff in a health we malpractice 
cl.um or action may not exc� 5250,000, indexed for inflation. 

The li.tbility oi each defendant to a health care malpractice action for non 
economic and punitive damages wiH be ba�d on each rlefendant's proportion 
of responsibillty for the claU't'\-"nt's harm. 

Seventy-five percent 01 punitive damage awards will be paid to the state in 
which the action is brought and such funds wlll be used for provider 
licensing, disciplinary activities and quality o5surU\ce programs. 

A twenty year statute of repose will be applied to medical malpractice actior.s. 

Lawyers m.1y 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 c1fter tax amounts. 

Stat� laws that limit malpractice awards ;i.nd fees to a greater extent are not 
pret::mpted. 

Oef.ensants sha:ll be pam.ittP.<i,"0-mak�-payments--en-uw�fti: acess- of 
$100,060 on a: pel."iedic lJasls.-

0. Administrative Simplification

Th.is section str�amlincs a.dministrative processes b the health care system by 
establishing standards for a health care electronic data in�erchange (EDI) 
system to reduce adminl!itrativc waste in the health care system.; provide the
iniormation on cost and quality needed to make competition work; aeate the
tools needed to conduct outcomes re$earch to improve the quality of care; 
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and, to make it possible to track down fraud. nus subtitle also sets 
requirements to protect the .Privacy and confidentiality of health care 
in(ormation, and establishes a National Health Information Commission of

privat�'tor experts. 

E. Quality Standards

The Secretary, in consultation with relevant prtvate entiti�, will develop 
srondan.ls lo ��S.! the quality of health plans. In addition, the Secretary may: 

set priorities for sttengtht!.tung the medical research bao;e; 
support research and evalua:tion on medical effectiveness through 
tec.hnology assessment, consensus development, outcom� research 
an<l lhe u..,e �f practice guidP.lines; 

conduct effectiveness. oials iu 1,:ollaborntion wi.th medic.al specialty 
socic>ties, medical educ:alors and qualified health plans; 

ma.u,Lain a deari:lghouse ;ind other registries on clinical trials and 
outcomes research data; 

;'ls_c;ure the systematic evaluation of existing and new treatments, and 
diagnostic technologies in an effort to upgrade the knowledge base for 
clinic"-1 deci:.ion making and policy choice; 

design an interactive, t:un1?uterized <.ijssemination syste.c1 of 
information on outcomes research, practice guidelines, and other 
information for providers. 

F. Anti-Fraud and Abuse
" 

This subtitle establishes a stronger, better coordinated f�uei·al
1 

Wort to combat 
fraud a..ud Ab\1$e in our he:alth c;1re 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 elim111ate waste in our health care system resulting 
fro� such practices.

&. ra-he.nt Se i .
{

., fXt'Y('(i1i�t+1r:.� ft f- ,ey1�.,.._,, ,,,..,._. V. PUBLIC PROGRAM REfOR.vl "� l) I.I" 

A. Medicaid Reform
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ThiTEGRA noN OF �DICAlD ll'JTO PRlV A TI INSORN'-:CE 

The Secretary shall study the impact on private health insurance premiw:n., 
and make recommendations on the int�ration of AFDC and non-cash recipients 
into th� community-rated private insurance pool. In general, the objective will be 
to treat both of these groups like other low-income famllie, artd ir,dividuals for the 
purposes of enrollment in he.alt.lo\ pl�M and subsidies. Services not covered in the 
standard benefit package will be retained &nd provided through the CUITt!l1t

Medicaid program for mandatory aud optional �ligibility groups. 

OYflONAl. COVERAGE UNDER QL'ALlFJED HEAL Tii PLANS 

• At state option, the Medic1dd program will permit AFDC reopientS and SSI
recipients to receive medical assistance th.rough enrollment in a qualified
health plan offered in a local HCCA. Tiie Hate may not re$trict an
indivi.dwil's choice nf plan a..,d is not required !o pay more than the
applicable dollar limit for !he HCCA area. (as detenn!nal under s�on 2001
of the Act). The �umber of il\dividuals electing to enroll in a ql.!alified
health plan is limited to a flfteo-Il percent oi the eligible population in t:'cich of
the first three years, and ten perc�,t in t!ach yqu t.hP."e afte:.

UM:ITATION ON CERTAIN FEDERAL MED1CA1D PAYMI:NTS 

• Federal financial participation for acute medical Sc!rvices, includ:n�
expenditures for payments to qualified hea:Hh pl.ms, is subject to an annual
federal p1'yment cap. The cap is dete.."D\i.nee by mu!tiplying the per-capita
limit times the average m.1m.ber cf Medicaid categorical individ•1.ils entitled
to reoo ve IX\edico.l .ssistnc,ce in the state pla:.i.

L. • The per-capita limit for fiscAl year 1996 is eq11al to 118% of th�base per capit<\
fu.ndine unount .. This a.mount is determined by dividing the total
expenditures made for medical assistance fu.mished in 1994 hy the av�rage
total nw:nber of medicaid categorical individuals for that year. Expenditures
for which no federal financial participation was provided dnd
disproportionate sharli:l payments a.re axcluded from th.:s calc:-.i.lation.

• In years after 1996, the per-capita liwit i.5 equal to the per e2p:ta funding
amount determ.inP.d for the previou5 fiscal year increasc?d by 6 per::ent for
fiscal years 1997 through 2000, and 5 percent for fiscal yeas .2001 3.nd beyond.
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• States are re<;uired to continue to ·make eligH.,le for medical usist:1nce any
d.lss or category of individuals that were eligible for assistance in fiscal year 
1994. 

STATI FLEXIBILITY CONTRACT FOR COORDINATED CARE SERVICES 

• 

• 

• 

• 

At �tatc opoon, thP Act establishes a risk contract program within the 
Medicaid program which allow states to enter into contra� with at-risk 
primary care �e management providP.r!i. A.-i. at-ri5k primary ca.re ca� 
management provider must be a ph�ician, group of physictaru, a federally 
quaii.fied health center, a rural health clinic or othor Q!\tity havini other 
urangQl?\1?nts with physicians opel'ating under contra.ct with a state to

provide services Wldet a primar/ ca:e case manageme!'\t prognm. 

Risk conb'acting entities m�t meef·iederal organizational requiiements, 
guarantee enrollee access iuld :.ave a 'Written contract with the state agency 
that includes: an experienced-based payn.ent methodology; premiums that 
do not di!aiminate among eligible individuah ba..sed on health st;.tus; 
requirements for health c:are services; and, deta.lied speci.1cation oi the 
responsibilities of the contracting entity and the state for providing for or 
arranging for health ouc se.""V'ic�. 

Standards are established for internal quo.Ji y assura;iCQ �d state options 
r�garding enrollrne.."\t and di.senrollment are specified. Sta.te and federal 
monitoring of quality and access standards are also established. 

In addition, each risk contra�ing entity providing Medicaid servic� shall al.so 
enter into written provider participation agreemel'\ts with an essential 
cocn.mu.nity provider; or at the election of a.n essential commwtity provider, 
each risk contracting entity will enter into an agr�numl to make paymen:s tn 
the essential 1.:ommu:'\ity provider for serVlces. Essential CCY£',Inwuty 
providers include: Migrant Health Centers, Commu.."lity Health Centers, 
Homeless program providers, Puulk l rousing ProvidP.�, Family Planning 
Clinics, Indian Health Programs, AlDS providers under the Ryan White Act, 
Maternal and Child Health Provider:;, Federally Qu.ilif.ed Health Ceri.tPrs. and 
Rural H�i<llh. Clinics. 

OTHER PROVISIONS 

• The Act phases out Medicaid Hospital Dhproportionilte sr.a:-e adjustmer.t

17 
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Med.lean� Reform 

Maintain Medicare as a separat� progyam. 

Medicare remains a separate program and continues to be federally 
adm.ililit�red. Beneficiaries P.nroiled in part B continue to pay a monthly 
premium. The statutorily defined Medicare benefits continue to be the 
Medicare benefit pac.'<age in uolh fee-for-�e.rvice md managed care. 

A. Individuals conlci maintain coverage through private health plms
when they become eligible for Medicare.

Individuals haV'e the option to remain in an accountable heal:h pla.."'\ (A.HP)
when they become eligible for Med.icar�. II they re.m.un, th•y co-ntinue to 
receive the strndard benefit package with the full range of options availabie to 
the no'n-Mcdicare ?Opu.lation. 

Plans may offer a sepuate rate for the Medicare-eligible popuJation. The 
Board is required to presaibe methods for risk ildjU$ti:n.ent. 

For individuals choosing an A.HP, Medicare will pay tl.c federal contribution

cakufa.ted for Media.re ris1' rontracts. 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/pw-c.hasil"lg cooperative or they m;iy return to 
the traditioncu Medicare prog:run. 

I.. 
I 

.. 

B. Medicare SelP.M would become a �rmanent option in an States.

Medicare Select is a demonstration progl'am limited tc 15 states (including 
North Dakota, Mjssouri a...'ld Minnesota) established in OBRA 199C to allow 
managed ca.re organizations to de!iv\!f :)upplemental b�efit p;:iC"'k.a.ges to 
Medic.re beneficiaries. An individual buying a Medicare Select policy is 
buying one oi the 10 standard Medigap plans. '!he only difference is th.i.t 
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�edica.re Select policies deli'1e!' care through preferred providers. The 
program is scheduled to expire in 1995. 

Medicare Select would be a. �ent option in all States. Medicare Select 
policies will be offered during M�care's coordinated open enrollment 
period. Plans may noc discriminate based on pre-existing conditions. 

C Medicare risk contracts would be improved. (Medicare Choice Act) 

GRADUATE MEDICAL EDUCATION 

Trus subttle features u1ech�isrru to increasP. the nUII".ber of primary care 
physicfan�. 

Medicare CME Drmonstntion Project 

• The Secret"'...ry ww illow �p to S@•1en .c;tates to experiment wi.th Medicare
direct g.ra.du.a.te medial education (DME) payments to increase the number o!
primary care physicians. Under tlu.5 program, quilifying states may use
different weighting faetors, or a. commwtity-based health care training
consortia, to clirect a greater share of its DME funds for primary care medic.al�
educntion. A consortia will bP. c-omposed of teaching hospitals, medical
schools, and ambulatory ttaining sites, with the goal of increasing th� nu."nber
of primary care providers;

• Up to seven training consortia nationWlde will bt! eligible to receive Medicue
DME w.uvers directly from the Secretary. Each such consortium will be
permitted to determine the most appropriate mechanism to use it:; DMe
resources to increase Lli� nu:nber of prima.ry care provideri including
distributing funding to medical schools. �

Conununity-tsased Phybidan Tr�i.nir.g 

• Medical resident training time in non•hospltal ·owned community-based
!jetting-:; will begin to be counted in the detcr.n.ination of full-time-equivalent
residents for the purpose of making Medicare LJI'v{E payutcnb with the goal of
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• 

• 

moving more residency training out of hospitals and into :he <.."Om.munity; 

For the purpose of Medicare indirect graduate medical education payme.nts 
(lME), training time in non-hospital-owned ambulatory settings will be 
coW\ted in tht: determina.tion of full-time-equivalent residents with the goal 
of providing equal incentives for hospitals to train primary care resident:! and 
s�pecialty residents. In addltion, per-institution JME payments are 
adjusted to assure budget neutrality. 

�ansion ot National Health Service Corps 

Increases funding for the NA'tional He�t:h Service Corps scholarship and the 
State Loan Re�ymem programs. 

Incn:.itSed Re-sources for Primary Care Health Professions Training 

Enhances resow-Ce! for Public Health Servie• pmgrams which support training of 
primary care providers as follows: 

• 

• 

• 

Ina-e&S(;.$ furu:img for programs under Title VII of the Public Health Service 
Act for the traini.'lg of family physicians, general in!enJso, and gen.er� 
pedia tridans; 

Creates a new schclarsrup prqp·am and increasas Title VII Public Health 
Scrvke Act funding :or physician assista.1.ts; 

lnaeases Tille VTI Public Health Service Act funding for nurse practitioner 
training and scholarship programs. 

St.te Prozrams for Non-Phy,ic:ian Providers 

• A demonstration program is created for states and non-profit orga.nization.s to
experiment with changes in state scope-of4practice laws for'tjurse practitioners
and physician assistant:,, Lhe retr3.ining of sllbSpEcialists to deliver prima.ry
care, and other mechanisms to increase the supply of primary care proViders.
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How much does this cost? 

The effect on the deflcil will be zero {Fall-Safe) 
We raise $250 billion over five years 

These funds will be used to provide direct subsidies 
to individuals at 240% of poverty and below, 
and to �and the deductibility of health 

\\ 
insurance premiums for indlvfduals and the 
self-insured. · · \ 

We expect additional savings from system reforms. 

We expect the combination of these element's 

to lead to rnsurance coverage for at least 93% 
of all Americans by 2002, and coverage of 
about 98o/o of all health care costs in the 
. - - . 
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