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T H E P R E S I D E N T 

The latest from the Hill seems to confirm that the Republicans are 
likley to release their Medicaid bill on Friday or Monday. While 
they may attempt to dress it up like a per capita/block grant 
hybrid, most people are fairly certain that they will retain the 
Republican cap (and therefore, block grant) in order to secure 
savings. 

At least as important for you all to consider is the fact that, as 
a result of CBO's $24 billion lower Medicaid baseline, the same 
Republican block grant formula that yielded $85 billion will now 
yield $61 billion in savings. (This is because they cap spending; 
when you cap spending off of a lower base, you get less savings.) 

At any rate, it appears very likely that the Republicans will say 
that they have moved to the President's number almost exactly and 
that he should therefore live with their formula. (Particularly, 
if the majority of Governors say that they are satisfied with the 
formula -- which they might well be able to say.) 

At first blush, the media and others might believe they are giving 
up something, why shouldn't the Administration. It is extremely 
important for all of us to remember that their $60 billion in 
federal savings is very different from ours for two critical 
reasons: 

1. THEIR SAVINGS PROPOSAL IS, IN REALITY, OVER TWICE WHAT THE 
PRESIDENT IS ADVOCATING. Since the Republicans will almost 
certainly retain the allowance for states to reduce their current 
match, the aggregate reduction (federal plus STATE) in Medicaid 
expenditures would be about $250 billion. (It is about $250 
billion because their $60 billion in federal savings must be added 
to the states' lower matching formula, which would allow states -­
nationally -- to reduce their spending by over an ADDITIONAL $150 
billion.) The comparable number for us is that our total 
reduction in spending would be closer to $105 billion -- $59 
billion in federal savings plus about $46 billion in state 
savings, (which comes automatically with a reduction in federal 



spending) . 

2. THERE MAY WELL BE NO, OR VERY LITTLE ROOM, IN THEIR FORMULA FOR 
UNEXPECTED ENROLLMENT INCREASES. The 11 dollars follow people 11 

principle will be totally undermined by this formula and will 
leave states holding the bag, particularly in the out-years, 
should there be an unexpected economic downturn. 

I write you this now because I think we will need to get on top of 
this issue immediately IF the Republicans do release their bill. 
We cannot afford to let them spin this issue for even one day, 
because (again) at first glance, one could see it could have some 
gut-level appeal. 

WHAT ABOUT THE DEM GOVERNORS? 

From all reports that Marcia, Carol and I have received, the Dem 
Governors are still ready to exit out of this process IF the 
Republican formula is undermines and is inconsistent with their 
perception of the NGA compromise. Carol and Marcia (and I) 
continue to counsel: If the formula gives you an excuse, try to 
exit the Republican process onto the Breaux/Chafee process AND try 
to delink Medicaid from welfare. 

WHAT ABOUT THE DEM HILL MEMBERS AND THE REPUBLICANS ON 
CHAFEE/BREAUX TEAM? 

The Dems still seem very strongly unified behind a package of 
reforms that we (and the Dem Govs) could live with. The 
Breaux/Chafee package has not changed significantly in the last 
week or so, and it seems like it would continue to provide ample 
cover for us to support a bipartisan solution to the Medicaid 
reform challenge. The 5-10 Republicans are likely to stick with 
the Medicaid package, but ONLY in the context of a balanced 
budget. Except for a few, I doubt we can count on many to support 
this package outside their balanced budget proposal, (which they 
of course have yet to publicly release.) 

As I hear/get additional info, I will update you ... 

cj 
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WASHINGTON. O.C. 20500 
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(House) 

STATEMENT OF ADMINISTRATION POLICY 
(THJs ST~ HAS BEEN COORD?Ni\ll:D BY OMB "ft'ITH THE CONCERNED AGENCIES.) 

H.R. 3103 -- Health coverage Ayailability and Affordabillty Act 
(Archer (R) TX and five cosponsors) 

The A<l1Ilinistration supports House passage of a "clean" health 
insurance reform bill, similar to s. 1028 (Kassebaum/Kennedy), as 
reported by the Senate Committee on Labor and Human Resources, 
and H.R. 2893, as introduced by Representative Rouk.ema. 

The Administration opposes controversial and such potentially 
harroful provisions in H.R. 3103 that could jeopardize bipartisan 
support for basic health insurance and effectively prevent 
enactment of much needed insurance reform legislation. The 
provisions include: 

Medical Savings Accounts (MSAs). The provisions of H.R. 3103 
that extend tax breaks to promote the sale of untested Medical 
Savings Accounts would ~ an estimated $1-8 billion in revenue 
over seven years. MSAs will provide a tax break for the 
healthiest and wealthiest individuals (the only people ~ho could 
afford high-deductible policies} and attract them out of the 
general health insurance market, potentially raising premiums for 
all other people. We strongly object to this provision and the 
use of Medicare anti-fraud savings to pay for the provision. 

Caps on medical malpractice awards and limits on ma1practice 
actions. While we support medical malpractice reforms, we oppose 
federally-imposed caps on punitive and non-economic damage 
awards. 

Preemption of state regulation of Multi-Employer Welfare 
Arrangements. H.R. 3103 severely limits the ability of states to 
regulate multiple employrr welfare arrangements (MEWAs). It will 
have the effect of slowing or halting recent State efforts to 
prosecute illegal and fraudulent MEWAs. In addition it ~ill 
encourage greater "cherry-picking" in the insurance market, 
potentially raising health insurance costs for other people. 

Weakening ban on sale of duplicative insurance policies to 
Medicare enrollees. H.R. 3103 permits the sale of duplicative 
:insurance poJicies (those that duplicate Medicare benefits and 
~i~~ no~ pa~· claims Medicare alreaci~· pays) to individuals so Jons 
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legitimate long term care policies, such authority is .granted 
elsewhere in H.R. 3103. 

Weakening of anti-fraud and abuse protections. We strongly 
support ef torts to combat health care fraud and abuse and have 
included a proposal in the President's fiscal year 1997 budget. 
However, H.R. 3103 exempts managed care arrangements from federal 
anti-kickback laws and raises the standard of proof necessary to 
impose civil money penalties for the submission of inappropriate 
Medicare claims. It also requires the issuance of advisory 
opinions that will distract law enforcement agencies and 
otherwise undermine their anti-fraud activities, and it does not 
provide for appropriate coordination of the federal agencies with 
current fraud and abuse enforcement authority. Together, these 
provisions ~ the Medicare trust funds almost $1 billion over 
seven years, according to CBO. 

Pay-As-You-Go Scoring -

H.R. 3103 would affect both direct spending and receipts; 
therefore, it is subject to the pay-as-you-go requirement of the 
Omnibus Budget Reconciliation Act of 1990. OMB's estimate of the 
pay-as-you-go effect of this bill is under development. 

* * * * * * * 
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I ( 5) for failure to meet the terms of an applica-

2 ble collective ·bargaining agreement, to renew a col-

3 lective bargaining or other agreement requiring or 

4 authorizing contributions to the plan, or to employ 

5 employees covered by such an agreement, 

6 (6) in the case of a plan or arrangement to 

7 which subparagraph (C), (D), or (E) of section 

8 3 ( 40) of the Employee Retirement Income Security 

9 Act of 197 4 applies, to the extent necessary to meet 

I 0 the requirements of such subparagraph, or 

11 (7) in the case of a multiple employer health 

12 plan (as defined in section 701( 4) of such Act), for 

13 failure to meet the requirements under part 7 of 

14 subtitle B of title I of such Act for exemption under 

15 section 514(b)(6)(B) of such Act. 

In section 104(a), insert "(other than subsection 

(e))" after "section 103" each place it appears. 

In section 104(c)(l)(A), insert "(other than section 

103 ( e))" after "subtitle". 

In section 104(c)(2), insert "(other than section 

103(e))" after "103". 

In s~tion 1171 of the Social Security Act, as Pl"O:' 

posed to be added by section 252 of the bill-

( 1) in paragraph ( 4 )(A), strike "insurance" and 

insert "health"; 

Match 27, 1996 (11;19 a.m.) 
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(2) in paragraph ( 5 )-

ID• 

(A) strike subparagraph (E) and redesig­

nate subparagraphs (F) through (L) as sub­

paragraphs (E) through (K), respectively; 

(B) in subparagraph (E) (as so redesig-

nated), strike ".An employee" and insert 

"Health benefits of an employee"; and 

(C) strike subparagraph (M); 

(3) in paragraph (6)(A) strike "insurance" and 

insert "health"; and 

( 4) strike paragraph (7) and redesignate para­

graphs (8) and (9) as paragraphs (7) and (8), re­

spectively. 

In section 1172 of the Social Security Act, as pro­

posed to be added by section 252 of the bill-

(1) in subsection (a)(l), strike "insurance" and 

insert "health"· and 
' 

(2) in subsection (c)(2)(A)(i), strike ". msur-

ance" and insert "health". 

In section 1173 of the Social Security Act, as pro­

posed to be added by section 252 of the bill-

(1) in subsection (b)(l), strike "insurance". 

each place such term appears and insert "health"; 

(2) in subsection (e), strike the period at the 

end of the first sentence and insert "traD.smitted in 

PAGE 3/12 
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connection with the transactions referred to in sub­

section (a){l)."; 

(3) in subsection (f)(2), strike "insurance" and 

insert "health"; and 

( 4) in subsection (g)-

(A) in the subsection heading, strike "IN-

SURA.i.'\lCE" and insert "HEALTH"· and 
~ 

(B) strike "insurance" each place such 

term appears and msert "health". 

In section 117 5 of the Social Security Act, as pro· 

posed to be added by section 252 of the bill-

(1) in subsection (a), strike "insurance" each 

place such term appears and i:asert "health"; and 

(2) in subsection (b)-

(A) in the subparagraph heading in sub­

paragraph (B) of paragraph (1), strike "INSUR-

ANCE11 and insert "HEALTH"· and , 

(B) strike "insurance" each place such 

term appears and insert "health". 

In section ll 78(a)(l) of the Social Security Act, as 

proposed t.o be added by section 252 of the bill.1 strike 

''insurance" and insert "health" .. 

In section 306(k)(2) of the Public Health Service 

Act, as proposed to be amended. by section 253 of the 

bill, strike "appointed, not later than 60 days after the 

March 27. 1996 (11:19 a..m.) 
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date of the enactment of the Health Coverage Availability 

and ... <\ffordability Act of 1996, from" and insert '"ap-

pointed from". 

In se<!tion 306(k)(3) of the Public Health Service 
·-

Act, as proposed to be inserted by section 253 of the bill, 

·strike "appointed by'' in each of subparagraphs (A) and 

(B) and insert "appointed, not later than 60 days after 

the date of the enactment of the Health Coverage Avail­

ability and Affordability Act of 1996, by". 

Mardl 2:7, 1996 (11:19 a.m.) 
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1. Eshoo: 

w 

2. Dingell: 

"" 

3. Green: 
vv 

Amendments to the rule on H.R. 3103, 
Health Coverage, Availability, and Affordability Act of 1996 

Raises the aggregate dollar lifetime limit for individual health insurance coverage 
from $ l ,000,000 to $10,000,000 with respect to coverage under an employee 
health benefits plan or group health plan. 

Strikes subtitle G of title II (Duplication and Coordination of Medicare-Related 
Plans) which would redefine "duplication» to be limited to situations when a 
health insurance policy makes a specific payment for identical items and services 
covered under other health coverage. Subtitle G would also eliminate the current 
prohibition on the sale to Medicare beneficiaries of long-term care insurance that 
"'coordinates" with Medicare and would preempt state laws which are more 
restrictive in the definition of .. duplication''- The provisions ofthis subtitle would 
be effective as if enacted as part of OBRA. 1990. 

Strikes the provisions of the bill relating to the preemption of State regulations for 
multiple employer welfare arrangements (MEW A). 

4. Cardin en bloc: Strikes the provision in the bill which requires HHS to issue binding 
advisory opinions to the public on the Medicare/Medicaid anti-kickback 
statute. 

3-~ 

Cardin: Strikes the provision in the bill which would establish a broad new 
exception under the anti-kickback statute for any arrangement where a 
medical provider is at "substantial financial risk" whether through a 
"withhold, capitation, incentive pool, per diem payment, or any other 
similar risk arrangement." 

Levin: Strikes the provision of the bill which makes ci"il monet.ary penalties for 
fraudulent Medicare/Medicaid claims more difficult to enforce by relieving 
providers of the duty to use ''reasonable diligence" to ensure that their claims are 
true and accurate. 

5. Miller (CA): ,_, Provides that new mothers automatically will be allowed and covered for a 
minimum hospital stay of 48 hours follov.':ing a vaginal birth and 96 hours 
follo'Ning a cesarian section. 

,_.,- •@ zisl: To the Archer substitute -- makes changes the CLIA by removing the current 
requirement for biennial inspections of all labs; mandating that all lab inspections 
must be announced in advance so that patient care v.ill not be interrupted and 
compromised by such inspections; and reducing CLIA application requirements 
and removing requirements for periodic recertification of labs. 

6/12 
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7. Johnson (CT): Eliminates the requirement that laid-off or dov.n-sized employees be 
required to exhaust their eligibility for COBRA before being able to 
purchase an individual policy ~ithout facing a loss of coverage for 
preexisting conditions. 

V\I 

8. Gunderson/Roberts 
Poshard/Gutknecht: 

Provides anti-trust relief to small rural hospitals attempting to 
consolidate or share health care services and expands telemedicine 
in rural areas by directing HHS to develop a payment methodology 
for telecommunications performed in underserved areas. 

9. Amendments offered en bloc: 

Furse: Prevents preemption of state regulation of health insurance reform. 

Meek: Encourages the furnishing of health care services to low income 
individuals by extending federal liability coverage to health professionals 
who volunteer to provide free health care to these individuals. 

Richardson/ 
Co bum: 

Prevents group health plans and insw-ers or HMO's offering health 
insurance coverage in connection with a group health plan from 
imposing treatment limits or financial requirements with respect to 
treatment of severe mental illness sen-ices which are not imposed 
on services for other conditions. 

Peterson (FL): Substitute portability provisions which would apply the 
guaranteed issue insurance provisions to every American 
rather than just those who have been employed and insured 
for the previous 12 to 18 months; and would provide a 
system of modified comm.unity rating to ensure premiums 
remain affordable and are not priced differently based on an 
individual's health status. 

Roukema: Ensures that eligible individuals entering the individual market 
would be able to select from a variety of insurance plans, rather 
than be relegated to a single plan providing an ''acruarially 
average,, benefits package. 

, •• /tllt}I. µ,'I 

"" 
''· ~ 
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104th Congress 
2nd Ses.gon 

H. RES. 

ID• PAGE 8/12 

.--.fw5Cf-Y(V 

---

H.R. 3H)3 ·-the Health Coverage Availability and Affordability Act of 1996 

1. Modified closed rule. 

2. Provi~~_t:bat.tbe amendment in the nature of a substitute consisting of the text ~ 
ot~~~-ifioctified by !he amen~e.n.t specified in part .1 _ ~J ~~ ~eport ofl •L. "'. . 

th~tte~ 01.1_Rules, .. w1ll be cons1dered--as adopted. _ ___yr a/tf ~ 

3. Waives all points of order against the bill, as amended and against its 
consideration (except those arising under section 425(a) of the Congressional(.,, 
Budget Act of 1974. relating to unfunded mandates). _J*-

4. Provides that the previous question shall be considered as ordered on the bill, 
as amended, and on any further amendment thereto to final passage, without 
intervening motion except as specified. 

5. Provides for two hours of debate with 45 minutes equally divided between the 
chairman and ranking minority member of the Committee on Ways and 
Means, 45 minutes equally divided between the chairman and ranking 
minority member of the Committee on Commerce. and 30 minutes equally 
divided between the chainnan and ranking minority member of the Conunittee · 
on Economic and Educational Opportunities. 

6. Provides for one amendment in the nature of a substitute to be offered by the 
Minority Leader or his designee, specified in part 2 of the report of the 
Committee on Rules. which shall be in order without the intervention of any 
point of order (except those arising under section 425(a) of the Congressional 
Budget Act of 1974) or demand for division of the question, and shall be 
debatable for one hour to be equally divided between the proponent and an 
opponent. 

7. Provides for one motion to recommit, which may include instructions only if 
offered by the Minority Leader or his designee. 

8. Provides that the yeas and nays are ordered on final passage and that the 
provisions of clause 5(c) of Rule XXI (requiring three-fifths vote on any 
amendment or measure containing a Federal income tax rate increase) shall not 
apply to the votes on the bill. amendments thereto or conference reports 
thereon. 
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RESOLUTION 

Resolved, lbat upon the adoption of rhis resolution it shall be in order to consider in the 
House the bill (H.R. 3103) to amend the Internal Revenue Code of 1986 to improve ponability and 
continuity of health insurance coverage in the group and individual markets, to combat waste, fraud, 
and abuse in health insurance and health care delivery, to promote the use of medical savings 
accounts., to improve access to long-term care services and coverage. to simplify the administration 
of health insurance, and for other pwposes. An amendment in the nature of a substitute consisting 
of the text of H.R. 3160, mc:xiitied by the amendmenr specified in pan 1 of the repon of the 
Committee on Rules accompanying this resolution, shall be considered as adopted. All points of 
order against the bill, as amended. and against its consideration are waived (except those arising 
under section 425(a) of the Congressional Budget Act of 1974). The previous question shall be 
considered as ordered on the bill. as arreOOed. and on any further amendment thereto to final passage 
'Without intervening Imrion except: (1) two hours of debate on the bill, as amended, with 45 minutes 
equally divided and controlled by the chairman and ranking minority member of the Committee on 
Ways and Means, 45 minur.es equally divided and conttolled by the chairman and ranking minority 
member of the Corrunittee on Commerce. and 30 minutes equally divided and controlled by the 
chairman and ranking minority member of the Commit~ on Economic and Educational 
Opportunities; (2) the funher ane1¥im:nt spe.cifJed in part 2 of the repon of the Committee on Rules, 
if offered by~ Minority Leader or his designee, which shall be in order without intervention of any 
point of order (except those arising under section 425(a) of the Congressional Budget Act of 1974) 
or demand for division of the question, shall be considered as read, and shall be separately debatable 
for one hour equally divided and controlled by the proponent and an opponent; and (3) one motion 
to recommit. which may include instruetions only if offered by the Minority Leader or his designee. 
The yeas and nays shall be considered as ordered on the question of passage of the bill and on any 
conference repon thereon. Clause S(c) of rule XXI shall not apply to the bill, amendments thereto, 
or conference reports thereon. 

9/12 
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104tb Congress 
.2d Session 

H. RES. 

ID' 

---

H.R. 3136 •• The Contract With America Advancement Act of 1996 

I. Closed rule. 

PAGE 10/12 

._ ·_:;:;-~(rd;; 

/ 0\''.'.)qvw"' 

2. Provides for consideration in the House of the bill as modified by the 
__,..amendment designated in the Rules Committee's report on the resolution. 

3. Waives all points of order against consideration of the bill except sec. 425(a) 
of the Budget Act (unfunded mandate point or order). 

4. Orders the previous question to final passage without intervening motion 
except: (1) one hour of debate equally divided between the chairman and 
ranking minority memberof the Ways and Means Committee; (2) one 
amendment to be offered by Rep. Archer or his designee. debatbale for 10 
minuts; and (3) one motion to recommit which, if containing instructions, 
may only be offered by the Minority Leader or his designee. 

5. Orders the previous question to final passage without intervening motion 
except one motion to recommit which, if containing instructions, may only be 
offered by the Minority Leader or his designee. 

6. Provides that if the Clerk has, before March 30, 1996, received a message from 
the Senate that the Senate has adopted the conference report on S. 4, the Line 
Item Veto Act, then the Clerk shall delete title 11 (the Line Item Veto Act) from 
the engrossment of the bill (unless amended}, and the House shall be 
considered to have adopted the conference report . 

.- t"'"uk-& lf/.r.of?,,.J-~~~~J. i'V\ ov~ ( ~_/{ 
plh-~ °'1" - t:'.!. ••• ~~ c.n--- 0~1126 ~~~ 

RESOLUTION 

Resolved, That upon the adoption of this resolution it shall be in order without intervention 
of any point of order (except those arising under section 42S(a) of the Congressional Budget Act of 
1974) to con.mer in the House the bill (H.R. 3136) to provide for enactment of the Senior Citizens' 
Right to Work Act of 1996. the Line Item Veto Act, and the Small Business Growth and Fairness 
Act of 1996. and to provide for a permanent increase in the public debt limit. The amendments 
specified in the report of the Committee on Rules accompanying this resolution shall be considered 
as adopted. 'The previous question shall be considered as ordered on the bill. as amended. and on any 
further ~n&rent thereto to final passage 'Without intervening m:>tion except: (1) one hour of debate 
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2 

on the biD. as arreOOed, equally divifed and controlled by the chairman and ranking minority member 
of the Committee on Ways and Means; (2) a further amendment. if offered by the chainnan of the 
Commiaec on Ways and Means. which shall be in order without intervention of any point of order 
(exc.ept those arising t100er section 425(a) of the Congressional Budget Act of 197 4) or demand for 
division of the question. shall be considered as read. and shall be separar.ely debatable for I 0 minutes 
equally divKied and controlled by the proponent and an opponent; and (3) one motion to recommit. 
which may include instructions only if offered by the Minority Leader or his designoe. 
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~, ~j(; TIIE AMENDMENT TO BE CONS~;R;D AS ADOPTED IS AS FO:::~,.h 
1 

,fe-

The amendment printed in the Congressional Record of March 26, 1996, by 

Representative Hyde of Illinois and numbered 2 pursuant to clause 6 of rule XXID. 

modified by the following: 

In section 331 (a) , section 504(a) of title 5, U.S. COOe as proposed to be amended is amended 

in the new paragraph (4) by striking the words .. brought by an agency" and inserting in lieu thereof 

"arising from an agency action to enforce a party's compliance with a statutory or regulatory 

requirement". 

In section 33l(a), section 504(a) of title 5. U.S. Code as J)roposed to be amended is amended 

in the new paragraph (4) by adding at the end of the paragraph the following new sentence: ••Fees 

and expenses awarded Wlder this paragraph shall be paid only as a consequence of appropriations 

provided in advance.". 

In section 332(a), section 2412(d)(l) of title 28. United States Oxte as proposed to be 

~is amended in the new subparagraph (D) by inserting after "United States" the first time 

it appears the following: "or a proceeding for judicial review of an adversary adjudication described 

in section 504{a)(4) of title 5". 

In section 332(a). section 2412(d)(l) of title 28, United States Code as proposed to be 

amended is amended by adding at the end of the new subparagraph (D) the following new sentence: 

.. Fees and expenses awarded under this subparagraph shall be paid only as a consequence of 

appropriations provided in advance.··. 

In section 34l(a)(l){A). delete the words "of general applicability". 

In section 344{e)(l). delete the words"'; or in developing a final rule. the ex.tent to which the 

covered agency took into consideration the comments filed by the individuals identified in 

subsection (b) (2)". 



12 other than-

13 ( 1) for nonpayment of contributions, 

14 (2) for fraud or other intentional misrepresen-

ts tation of mat.erial fact by the employer, 

16 (3) for noncompliance with ma~ plan o~ ar-

17 rangement provisions, 

18 (4) because the plan ~r arrangement is ceasing 

19 to offer any coverage in a geographic area, 

MM:n ZT. 1996 (11;19 a.m.) 
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DRAFT 
Harmful provisions in H.R. 3160 

Medical Savings Accounts H.R. 3160 extends tax breaks to promote the sale of risky 
Medical Savings Accounts. MSAs will benefit the healthiest and wealthiest individuals 
(the only people who could afford high-deductible policies) and attract them out of the 
general health insurance market, thereby raising premiums for everyone else. Use of 
Medicare anti-fraud savings to finance MSAs is particularly objectionable. 

Preemption of state regulation of MEWAs H.R. 3160 severely limits the ability of states 
to regulate legitimate multiple employer welfare arrangement but does not do enough to 
assist states in prosecuting illegal MEW As. Furthermore, the bill encourages greater 
cherry-picking of the insurance market by MEW As and association plans, raising health 
insurance costs for everyone else. 

Weakening ban on sale of worthless insurance policies to Medicare enrollees H.R. 3160 
permits the sale of worthless insurance policies (those that duplicate Medicare benefit 
and will not pay claims Medicare already pays) to individuals so long as they include 
some home health or long term care benefits. Further, it preempts States from providing 
greater protection against such policies for their own citizens. It will make the elderly 
once again vulnerable to the unscrupulous marketing of worthless, duplicative insurance 
policies. While this provision is defended as necessary to permit the sale of legitimate 
long term care policies, such permission is granted elsewhere in H.R. 3160. 

Limits on medical malpractice actions and awards H.R. 3 l 60 places limits on the 
bringing of medical malpractice suits and strictly limits the amount of punitive and non­
economic damages that can be awarded in such lawsuits. These controversial provisions 
arbitrarily limit consumer redress against malpractice and will threaten the enactment of 
insurance portability reforms. 

Weakening of anti-fraud and abuse protections H.R. 3160 exempts managed care 
arrangements from federal anti-kickback laws and raises the standard of proof necessary 
to impose civil money penalties for the submission of inappropriate Medicare claims. It 
also requires the issuance of advisory opinions that will distract law enforcement agencies 
and otherwise undermine their anti-fraud activities. Together, these provisions cost the 
Medicare trust funds almost $1 billion over seven years, according to CBO. 

Repeal of CLIA for physician office labs (if permitted under the Rule) An amendment 
may be offered to repeal national quality standards for clinical lab tests performed in 
physician offices. Survey data clearly show more quality deficiencies, including many that 
endanger patient health, in physician office labs than in other clinical labs. The Though 
responsible reform of CUA is desirable, repeal of quality protections is not. 
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HOllOl'8ble Bill Archer 
Chairman 
Committee an Ways and Means 
U. S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 
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1 
JuneE.O,. 
Dirac:mr 

March 2S, 1996. 

Tbe Congressional Budget Office (CBO) has reviewed H.R. 3103, tbc Health Covc:rage 
Availability and. Affordability Act of 1996, u orderad • eported by the House Committee on 
Ways and Means on March 19, 1996. Enclosed are CBO's fedcra! cost estimate and 
estimates of the costs of illte:rgovemmental and private sec:tor mandates. 

If you 'Wish further details on these estimates, we will be pleased to provide them. 1lie CBO 
staff contacts are identified m the separate estimates. 

Sincerely, , 

~f.~ 
June E. O'Neill 

Enclosures 

cc~ Honorable Sam Gibbons 
Ranking Minority Member 
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CONGRESSIONAL BUDGET omCE 

FEDERAL COST ESTIMATE 

1. BUJ,NUMBER= H.R...3103 

March 2Si1 !996 

2. BILI, ]11JJ;: Health Coverage Availability and Affordability Act of 1°996 _ 

3. Bll1L STAUJS: As on1eted reported by lbe House CommiUee Ways and Means 
on March 19, 1996. 

4. Bil,L PURPOSE: 

Title I would make it easier for people who change jobs to mamWn health immanee 
coverage by limiting exclusiom for preexisting conditions and iacreasing portability of 
coverage. 

Title n would prevent health care laud and abuse and would simplify the administration of 
health insurance. 

Titles m and IV would change the tax treatment of Medical Savings Accounts (tdSAs), 
in=-Se the dedw:t&"'bility of health insurance costs of self-employed individuals, and make 
other changes to the tax code . 

. S. ESJlMAlED COST TO llJE FfDERAL 00\:'EBNMENI: 

CBO and the Joint Commiaee on Taxation (lCl) estimale 1ba1 H.R. 3103 would increase the 
federal deficit by about $300 million over sevec years, with outlays falling by $2.2 billion 
and revenues falling by $2.S billion over the period (see the attached table). 

CBO estimates that title I, concerning portability of group bealth coverage~ would increase 
private group health premiums by a small amount, resultin1 in a slight increase in employe:r­
paid premiums. A portion of this increase would be passed OD to employees as reduced 
wages and salaries. Federal income and payroll taxes, therefore, would be reduced sligbtly 
as well. CBO and JCT estimate that revenues would be reduced by S0.2 billion over seven 
years as a result of this section. 

P . .1 
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palicics rctroactiYc to January 1996. Since most carriers' local policies regarding 
umcntaticm of medical necessity were established by 199S, 1hese policies could 

iD place until 1he unifOlm policies~ fiilly implemeated Thm, this proposal would 
the federal government about 524-0 million ovc:r seven years. 

P.5 

An independent-lab would also be allowed to select a single carrier to process its Medi=c 
cl8ims under t1Us proposal; currently. labs use mulciple carriers to pr:ocess claims. This 
provision would increaso costs to the federal gow:mmeat for independent lab services, 
although the magnitude: of these costs is difficult to estimalc. If independent lab$ were 
permitted to select a single carrier, cmiers would face mccntivcs to adopt more.lenient 
policies to attrac:t a higher volume of business. Also, the carrier processmg Jab test claims · 
for a beneficiary might not be the same carric::t handling other claims for that person. This · 
b.gmentation could make it more difficult for the Health Care Financing AdmiD.imation to 
determine the medical necessity of tests performed by indepeBdcnt labs. Ifdlis provision 
were to increase Medicare costs for mdepcndent Jab services by an~half of one pete:c:nt 
annually, it would cost the federal government an additional S90 millioa over seven years. 

Titles m and IV, Tu Provisions 

Under the legislation, individuals coven:d by high-deductt"ble health iDsuranc:e plans could 
make deductible contributions to MSAs, or their employers could make ccmtributions on 
their behalf that would be excluded from earnings for income and payroll tax purposes. 
Investment earnings of amounts in lhe MSA would also be excluded from taxable income 
in the year earned. Withdrawals from MSAs for medical expenses would be tax-free, but 
withdrawals for other purposes would be included in taxable income and subject to an 
additional tax of 10 percent The additional 18X would be waived if dle aa:ouut bolder were · 
over age 59-112, disabled, or had died. 

High-deductible insurance would be defined as imurailcc having a dedw:b"ble of at least 
Sl,500 per person covered, and a dcducnble of at !east $3,000 per family. Contn"butiom 
would be limited to the lesser of the deductible of the imurance plan or $2,000 for individual 
coverage and $4,000 for family coverage. To be eligible for an MS.A. individuals and 
families could not have other insurance policies th.al covered the deductiole of the high. 
deductible policy. Allowable medical C'CpellSCS would be those permitted und&:r' the ifm>iml 
deduction for medical e~ except for certain iDsuraDce premiums. Expenses for long­
term care would also qualify as medical expenses. 

7 
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1be poposal would be eft'ective for taxable years beginning after Dettmber 31, 1996, · 
is projected by die Joint Committee on Taxation to reduce income tax revenues by SI. 77g' " 
billion in 1997-2002. 

Deduction for Health 1nsmmr& Egpcpss gf Self-Emplqyed Indjyjdpals 

Under current Jaw, self-employed individuals are allowed to deduct 30 percent of the cost 
of health insurance premiums they pay for covenge of themselves, their spouse, and 
dependents, as loog as they are not also eliglole for insurance provided by an employer. The 
proposal would increase the fraction deducbole to SO per=ni in the follOwing steps: . 

0 35 percent for 1998; 
o 40 percent far 1999» 2000, and 2001; 
o 45 F,ceDt for 2002; and 
o SO percent far 2003 and years therc:after. 

The Joint Committee on Taxation estimates that tills proposal would reduce revenues by 
Sl.058 biltion between fiscal years 1998 and 2002. 

Other Ty Pmyisigns 

The Joint Committee on Taxation estimates that the combined eff'ect of oeher provisions in 
Titles m and 'CV of H.R. 3103 would increase revenues by $457 million over seven years. 

7. PAY.AS.VOU-GOCONSIDERADONS: 

lbe Balanced Budget and Emergency Deficit Control Act of 1985 sets up pay-as-you go 
procedures for legislation affecting direct spending or receipts through 1998. The bill would 
have the following pay"'8S-you-go impact: 

Cbanae in Outlays 
Chan1e in ltevenues 

8. PREVJOUS CBO ESDMAU:: 

g 

(by fiscal year, in millions of dollars) 

1996 

0 
127 

1997 

340 
262 

1998 

-w 
-97 
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CBO has prqced cost e.ctimates for seYa'lll health care refbrm bills-S. 1028 as tepoi'ted by 
the Senate Committee on Labor and Human Resourc:cs, H.R.. 99S as reported by the House 
Committee cm Economic and Educational Opparmnities, H.R.. 3070 u rcponcd by the House 
Commitlec m Commen:c, and H.ll 3103 as 1eportecl by the House Committee on Ways and 
Means. All four bills contain provisions restricting preexisting c:anditiODS and increasing 
porlahility ofbealth insurance. In additi~ Hll. 3070 and H.R. 3103 contain provisions 
dcsi&,ncd to reduce fraud and abuse iD Medicare and simplify the adminisrlation of health 
iDs\lftmce. 

9. ESIIMAIEPREEARBPBY: Jeff Lemieux (~cc reform), Anne HUllt 
{administrative simplification). Cynthia 
Dudzinski (fraud and abuse). They can be 
reached at 226-9010. 

10. 

9 
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lJa Faqlanile 

March 27, 1996 ' 

lbt Honorable John Joseph Moaklcy 
Ranking Member, Committee on Rulc:s 
U.S. House af Rep~tatives 
WashiDamn, D.C. 20S1S~269 

Dear Represaitative Moakley: 

Atnm W. SPf.FJt 
Cl.iJU<: <>F '11-IP. HOll~T! 

LOUlSl ... l'IA. 
STAl'f QIJ\.IR, l\'C'O[. 

On behalf of the National Conference of State Legislazures, I would like to share our thoughts an H.R. 
3160, pe.nding bealth insuran~ reform legislation. NCSL supports efforts to extend portability to 
individuals covereQ t>y ERlSA plans and to establish minimwn federal standards for insured pl.ans. We 
arc pleased 'that Title I, Subtitles A and B, build on the foundation for rcfonn built by states ovsr the last 
snwal years. We have ~n assured that the inte.ot of Subtitles A and Bis to continue to support state 
regulation and Um.ovation in the small group and individual markets. We an~ plQ:a.Sed that changes bavo 
been made since the mark-up ofH.R. 3070 and H.R. 3103, to provide additional clarity with regard to the 
ability of stat.c.5 to exceed the federal ~ cstab1isbed in the bill. We ~a.tin.ue to have some concerns. 
For example, Section 103(b)(l) that states," ... A group health plaa, and an insurer or HMO offering health 
insurance coverage in connection with a group health plan, may not require a paiticipant or beDdiciary to 
pay a premium or contribution which is greater than such premiwn or c:cmtribution for a similarly situated 
pa.rticipa.."lt or beneficiary sJm: on 1he basis of the health St3tUS ofihe participant or beneficiary."' NCSL 
is concerned that state ratiJli laws that prohibit or restrict the use ofbe.alth status in a manner differcot than 
prescribed in the bill, may be preempted. For e!'Cample, in cases where plans that include a. rating 
component m addition to health status, swe rating refonns may not apply. We hope to work with you to 
obtain additional clarity. 

\Vhile we support the thrust of Subtitles A and B of Title~ NCSL opposes Subtitle C and urges you not 
to include these provisions iu the House bealth insurance reform bill. Subtitle C fails to recqp";ze the 
traditional role of states in the rr:pJatioo of insurance and the important CODtributions state legislators have 
mack in increasing aa:essibility and portability of health~ and addressing fraud and consumer 
protection issues with regard to Multiple £0".ployer Welfiuc Associations, by eliminating state authority to 
oversee Multiple Employ~r Weif.ate Associations (MEWAs). Instead. Subtitle C: (1) creates incentives for 
th~ "r.ab lishment of federally regulated MEW As, moving more iD.dh-'iduals out of the r=ach of stne 
insurance regulators and the protections those regular.ors provide; (2) permits some MEW As to operate 
without receivinS full fedaal approvl.1; and (3) e"'pands the Department of Labor's (DOL) authority over 
employer solvcnc;y and MEW&, but fails to authorize funds for expallding DOL 5taff to perform these 
functions. NCSL oppoaa this preernptiou of state authority and the dcreiulation of MEW As. 
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The Honorable John Joseph Moaklcy 
March 27, 1996 
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The MEW A provisions of H.R. 3160 would: ( l) disrupt the existing health insurance· ma.rlcet. undennining 
~stixis state efforts to improve access to health care and adversely ~ imuru:ace premiwns avcrall, 
and (2) make it easier for unscrupulous individuals co commit fraud under the pratec:tive umbrella of this 
proposed federal law which fails '° provid1: adcqu.ate proto;tion1 for plaa participants. NCSL supports and 
MCQ"rages the development of public and private purchasing cooperatives and other innovative ventures 
dial permit i.Ddividua.Is and groups '° negotiate affordable health care coverage on the same basis a.o; large 
groups. We also believe that these entities should and nwst be regu.lated and that consumers Inust be 
protected. Work rmiains to be done at both the state and federal government levels to strike a. reasonable 
balance for MEW As. NCSL urau you to retain the state role in replating MEW As. 

States have made tremendous progress in reforming the small group insurance market. Since 1990 at 
le.a.st, 43 states ha.,.. caaelld Jaws tmt require carriers to reaew coverage (guanmrced mtew.tl); 37 stat.es 
have enacted laws that require carriers to offer coverage to small groups regardless of the health ~s of 
their employ"s Qt' previ.oU$ c:laims c~cnce (guaranteed issue); and 45 states limit pr~g condition 
waiting ~riods and require carriers to give individuals ~rcdit for previous coverage. In addition, similar 
efforts are underway in a nwnber of states with r~pect to me individual insurance market. Since 1991 zr.t 
l~ 16 stales have enacted guaranteed ren~; 11 States have enacted guaranteed issue; and 22 states 
have limited pre-existing coadition waiting periods. Tweuty•tOW' swes have est3blished state high-risk 
health insurance pools that enrolled over 100,000 iDdividuals lasl yeaz·. Finally, states are continuing to 

work with MEW As to strike a balance between ~le stare regulario1\, plan tleY..ibility and consumer 
procecrion. 

NCSL joins the many other groups in urging you to move forwazd 11titbaut further de1ay on these 
incremental, but important steps toward health care reform. NCSL looks fmward. to working with you and 
your colleagues in the future a.s we work together EOward expanding health care access and affordability. 

William Powd 
E"ecutive Director 
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