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L COVERAGE 

A. Expt1r.ded T.u: Deductibility 

fhe health in'"1T~ce ded.t.:.Gion for self~ployed p;;.rsons is ex:te.."tded 
permanently a.nd phasec :..rt to cover 100% of the ::est ot quali:ied healti."i 
plans. 

A medical e.xpe.~e C.eciudon tor heulth bsu.ra.nce prem.i~s fnr :..nchiduals 
is ad.2ed and ?l-~ ?_;., eo pe.~t the C.eduction of 1003 of rr.e ~ayer's cost 
for a qualified he:1.!th plan. 

R. Low Income Assistance 

l.ow-i.nc:o.crua i.nd.ivicuals J.Vi.11 receive subsidies :o pu.rc..iiase health insurance. 
By 1997, md.ivich:.als .u".d. farni.l.ies with incomes oeiow 90% of the fed~ral 
pcverty leY'el ( w i ... o are r-.(.;t eligiolP. for Medicaid) wi.i.l receive a suosidy co 
pu:chase htialth caxe i.nst:.:a:,ce through acc:oun:a.bie healt."1 plans. 

By 2002 the ~bsidy will be phaS€d-in for those with incomes up to 240% of 
poverty. At 1C0%, the subsidy c:ovei-s t.:-te full prerrtii..om, t,;.p to the "applicab;e 
d.olkr lim.ic". Fede3.l a.ssisrnnce phas.es ou~ at 2403 of poverty. 

Federal Sub!licie; for low-irn..:u111e fer:ti..li'-~ .ui.d individuals 'W'ill be bas.ed on 
tha stand~rd b~nefit pa.c..1<age. For ind.ividua:s a.r.d fanulies ~th incom~ 
above 2003 of the federal ?OVerty leve~, subsidl~s ~ould b~ used for the 
purchast! of the Stoir.da.:d beT'IPf..t package, Or the Ca5iC benefit package. 

C. Me(Juni!>m to As.sun: Full Cov~r•se 

T.;.e Health Com.rrillsion will report to Congr~s every 2 y~cs oti the 
d~lilog:re.phi~ of the u'1insured, and its fi...,_C.ings on why those i..'1.diviC.'J.ais 
are uninsureo. 

Tn the event 9Si;'°o oi ail Amer:cans do not have healct'\ ~.suranci: by 2.'J02., tho:: 
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-;ne_ elo c~gc: lLJl / l ~ t~p~-kd. ~ {b~ r'-es:s,- trny 
IG01':>1a-rrcY1 fC<:i.i !h 1 +~ ~r. e, VJCi!.Ll-¥ wu5:f N! 

onsu!(,recl !)Jrfnn:} ... frr'JJi(,1, -n1-ne p:Ylcd iJJ.1d ;uJl!J.., ~ 
.futl~ arren:kn.11~ ~i\ .1he Accv. 
Coirunission will develop a package of recommendation.! to Congress 
desigr.ed to reach univenal coveragQ. 

A. In.su.rancc M.u.ket Reforms and Standards for Accountable Health Plans 

The Seo'eta.rf sh.a.U, :r: 1..oruult::.ton with private expert entities, C.eve..lop 
st4.I'\dards for '.leal:h p~ans within six months cf enactment. VVheneV11U· a 
requirement or stam:ia:d i.s imposed on "hea.ltn plan, the requirement or 
standa..n.i is deE'.l:"led to have been imposed on the L"tSurer or. health plan 
sponsor. 

States ~-ill enforce the sta..'1.dards set forth i.'1 this Act pursuant to regufa.liorts 
issued by the ~era.ry. 

These requirements apply to all certified health pl~. Special rules 
regarding the application of these rE!qi1irements to large employers and the 
:;eli-ins11red are in the sections r~ating to employers. 

• 

• 

• 

• 

G~a.rant1..~ a.vaifability throughout the ~ntire HCC.A in which the plan 
is offered; ~. 

' 

Guarante€ e!igibility to all app1icants; 

Gu.ira.I'\tee raroew<il to all eruollel?S, except in instances of non-payment 
of premiums, fraud or I:\isrepresenta.tion, or reloca.tion 01.1tside the 
area. 

No denial, limitation, or condlt.ion of coYeragr-> based on health sto.tus, 
dAirns cxp~@r.re. or rn~ical history dl.L.Ting the ;.nnual open 
eruollmen t period. 

... ... 
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Indi.vidu.als e!'.roili..ng in a plan for the fast t:i.c:i.li or aite: a \ong 8ap ir . 
o:iveragc may be 5t.:.bjec; tc a pr~scir.g conditicn limitation cf no 
more than six mont..1is. 

Comply with all rating requirements: including age adJUStmtmi a.nc 
fa..c-..i.ly class, estab&r.ed Wit...11..in the covcrase a.rPa. Speeal rule5 apply 
to large employers not eligible for the HCCA poo~. 

Ccr:nply hit.I' 0pe~ e..'1..roLn"'.ent process establisr.ed by tt.e state ar:.d 
establish eruoilrr.e!'\t proces~s consistent with ti'.e require.i;~t:r\~ oi tlUs 
ae; 

Comply with fina.:i.da.l. solve..'1cy requir~\ents, pr~um and. collection 
aiterio... 

Participate i..'1. a risk a.djwtm.£nt program designed by the Sec'etary and 
ad.ministered oy L1e states, in a.cc:ordance with tbe factors and r..1.le; :S'lt 

. forth in this act; States :nay apply fo,· a waiver &om tr.e Seeetary to 
est•olhh .,j,te..rnanvP :isk adju..stme.nt mec.h.an:srrt.'5; 

Colle<.i and proviJe $ta:-.'1Al"di%ed data collection a.."\d reportirtg 
require:mer.ts. and compiy ...vith confidfZ...,.tiaiity stant.l~ds; 

:E,tabli:>h dispute resclution processes in ac:c:ardal'lce with this act; 

Provide'WTitte.."'1 iniormaticn to all e!'.rollees regarcing a patieru·s right 
to 
self-determination in heal U1 c3.l'e ~-er.ices; 

• Meet requirements for designatect underse:!!ved. areas •. 
... 

The follo\\ing state l~ws relating to health plans ari: preempt~. 

• StatQ lawo; that have t.'Le effect of prohibitbg or reslT1C'"Jng p~ans from. 

1.iuJ.tlng the number md type of proviciers w:ic participate in 
the plan: 
requiring en;oJees to obtair'l health ~ervices !rcrn pa.rticipat~ng 
provid~r~; 
requi.--ing eri.roJ.ees to obtain referr;i.l for trF?atment by a sp~cialist 
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or health institution; 
t.::Stai:lishing different payment ;ate5 for pc:-id;iatng pruviders; 
c:ea~g ince~ives to mcourage ~e u~ oi partlcpati"l.g 
providers; 

Sr:!tE! corporate practice acts; 

Other Q".Uliiic:d Hea.i.th Plans 

E.::nplover SoonsoreC. a."1d Grouo Health PL..t."1s 

Employer-sponsored heal:h plar.s ~'.r:.Sk-bear.ng.> .md groi..:p he:i'.th plan~ ( a. 
combination of .-uk-beQ.ring and conu:r.ercial i:'...surance) rr\'.!St .meet the sal!'.e 
i.risurance refor.n requirements as other a.cccuntaole health pla.J"ls, including 
no pre-e<isti.rtg concu:ons, vf>en ~rJollir.erit, g-..i.uattte€d issl.!e, ~uantecl 
renewal, etc::. They must cffer the standard. and basic bE!rier":.t packages. They 
al.so must meet solvency requirement:;; for risk-~a..~•g pians tr.at will be 
developecl by the D'1pa.rrrnent oi Laoor. 

Qualified Acycation E~4lti-. ?lin.S 

The bill granc.fathe:s existing asscci...ation he.Utl-. pila..'lo;; t..":at r.ave ~n ii. 
existence fol' thre-a y.;11.rs prier to the date of er.a·~ent. Tnese ir.clude trade 
and professional associations, religioi.:s orga........:Z~tio1:s, public entity 
associations, and. Chcul.'.ber5 of Corrmerce. A.ss.;;cia"icn hea.lt:t plans '::1"1.\JSt 

me41t solvency reqLirements develo?O::d by DOL anc ~a.ke all comers i!"t t..1-\eir 
designated association. Utherwis~, a:l q-...:.::1.Efieci health pll!', ins-.ira.nce reform 
re~t.Uremcnts a.p?ly. 

'Qualified. Assou•tion Pb ... --s·' :nust ~ organized cine. t:l.ain~ed in good 
foith, with aopropriate by-:aws that sp«i!fcally stat~ the pwybse, as a trade 
a.ssocia.tion, industry association, p!'of~sional ;:rssoci~tion, Chamber of 
CoJJUne:ce, a re:!giou.s orga.rJ.zation, or a fLiblic entity association and that the 
entity has been established ui.d maintair.ed fur substil...'"\tia.l pnrposcs other 
tl-.an to provide ;.he hellltli. car~ required :.mder t.li.is section.: a.nd t!\e 
c;ponsoring e."i.tity ~s and has be-en ir. cperatioi- (together · ... itl• its iirunediatP. 
predecessor, if any) for a continuou:; p<iriod cf not less tha.n 3 years a-:i.d 
receives t.h.e e:ctive suppo:t of its membership 
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Arty ;\~angerne.."'l.t th.at. as of June 1, ·~994, has be€n in eifect for rtm :e~~ tl~. :.s 
months and v.'ith resp~~ to which Ul.t!:e i~ pending apptcation "Hit.h the .Smt-e 
insW"Ul.C~ c:o.DU?\is:aicner for a cert.if..cate of ooeration as a health ola.n, shall be . . 
treated for purposes oi this subttle as a. qua.l.lfied heii.lt..1. ?lan (ii such a plan 
otherN'ise meets ~tandard.; u..nd.er thi..c; rubti.~e) unless 11e State can 
demonstrate that -

(1) fraudulent or ll"..aterial mis:-epres~ntatioru ha.ve be::::'\ :1"1.ad.e in thci 
appucation w hi~;,_ an r.a.zarcious to :he State; 

(2) a disqualification oi the ~por.~r of t..~e applicant entity 1'.a~ cccurred; 

(3) the plan that~ tl\e subject of :li.e applied.ion. on its fac~. fails to r.ie€t the 
reqUirem.t..'l.t-' for ,;i. <;on-.ple;e appLlca.tiun; or 

(4) a fu,anC:::.ai ur.pain:l~nL exists "4."itii. =-~pee: to th@ applican~ tr.at is 
s-clficiP!".t to demonjt:ate the applicant's inability to contn".ie its operation.,. 

Existing Kural C.x.)~~ativcs mwt m~t t..1.e saz:i..e r-.;.les as qualified. a.ssOC::ation 
pl.2...iS They :u.ust :neet solvency requirements d.eveioped oy DOt. dl"\ci bk'ii 
ail comers in their cooperative. Otl-.erwi~~. all arrountaole healt.1. pi~ 
i.n:iul'ance reform req·J.i:etrt~'1~ apply. 

Multi·Employer ITait-Ha.r~ey) ?ia..ns must rn~t the ~ame :ules as la:"ge 
employers. They r.iust II".eet :lie same ins~ance reio:m requ.!rt!.u'.e...,ts tl!i 

other health plans, inGudL1.g HO pre-e.....-.i.sti..~g cnnditior., open enrolloer.t, 
g1-lll.rO.l\tQeci is ... ue, guaranteed renewal, portabili:y, etc. They also :nust offer 
the standard benefit package Tr.ey also :nu:,t m~t :;olve:i.r.y :-equireme.'1ts for 
ri5k·bearing plnr..s th~t ...,-il.J be develo?ed by the Depa.~ent·2f Laber. 

C S~ate ResponsibilHies 

Within ant: year of the p:"0m\Lgation uf ili.i.s a~, staces muse ca....-ry ou: the 
following res?cnsiblitie~: 

establish the HCCAs, induding interstate HCCAs. ccnsistenr 1 ... i~ the 
requireI:"ler.ts Or this acr; Stat~ may ~bmi~ waiver applicacons, 
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according to HHS citerla, in w driJ.wing of boundaries for HCCAs .. 

provide procedures for the establishment 4lld ope:ri.\tion of individual 
ar.d small b~iness pw-cha~ing groups, rules governing sales by agents 
or direct sales of health plans, rules for the annual open eruollment 
period, and ot.'ler overe1ght resp<Jnsibilities; 

oversee standardizaton of information tt.bout ~th pWi. performance 
consUiht..'1t with the r@qui:ements o£ this act; 

~ UU.':) 

dmeloPet.i bl.A ,{tit kde,ra f C1Ji/O'rim.~n f 
e&tab'idt 1r risk adjlllitment progn~to ens\U"e the-lair allocation of'" 
rislc.c; among health plans operating with each coverage area; 

certify th.:i.t he1.lt:h pW..s com?ly with the requirements of this act, and 
provide monitoring of health plan standards; 

Po5tablish (monitor) dispute resolution processes con.sistent "Nith tht! 
heai tr. plan standar~. 

The bill divides er.i.ployers into two classes, based on employer ~ize. 

Small Employers: 100 ful:·time employees or less. May purchaa~ an 
acco~table health plan ar tli1t adjusted community rate through either 
independP.nt bro1'ers or insurance agents, cooperatives or private, non­
profi ~ pun;.hasing groups or public enrollm.mt sight$. 

Large Employer Group Pur;:ha.sers: More than 100 tull-tim~ elnployeilS. 
Large employer group pw<:hasers may offer either acroWltable health 
plart.s for which the employer negotiates the rate (experience-rated), 
employer-sponsored health plans (risk-~iU'ing pl.:m) or a combination 
of the two as a group he2Ith plan. lA.rge e.ir.ployers may group together 
to negotiate ar.d purchase acc:ountable health plans or~to offer 
employer-:iponsored plotJ\.5. Large employers are not part of the 
comm.unity-ratetl pool. 

All employer:5 must provide their employees with information regarding 
their heal th plan options. Ii the employee requ~ts, employer~ must enroll 
them i.n their choice of heAlth pl.in and deduct the amowi.t of the preirjum 
from wages, minus a.ny £Inployer contribution. Employers are neither 
required, nor precluded from contrtbutinB lo the co.;t of Pmployee health 
COVi:!tage. 
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Nondi.scr.mination provisions th.at apply to all employers: 

Eznployers ~a.ru1oc discriminate in the provision of health insurance to 
eith~.r full- or part-time employees based on their eligibility for low­
income subsidies. 

Employers who contribute to the purchase uf a.ny full-time ~ployce' s 
health ~ce mw;t make m equal contrib~tion on behalf of all 
full-time emplovees. Employers who contribute to the purc.11.a.se of a.ny 
part-time employee's health L"LSW'ance u1u.st milke the sarne dollar 
cuntribution for all part·time employee!. 

A full·time employ~ i3 defined as an inctiv1d"J.al who is employed for 
30 or more hour:) per week.. A parHi.me enipioyee is defined. as .an 
Lidividual who is employed for a: le~t 10 bur less faan 30 hours per 
week 

For purposes cf ili~ nondi.scri1ninati.cn rules. a.n individual does not 
qualify as a full-time or part~time employee ii fae individual ~ a 
£easonal employee and/ or unnl t..~e iw:iividu,;tl hu been employed for 
six months. 

An eir.pioyer whu ~omrib"U.tes to thi? rmrchase of an employee's health 
insurance must make t..lie same dollar cont:ibution regardless of th~ 
health plan chosen by the ei:i.ploye~. 

Prlf 0rricda.. ht.'i'r\ 

f.Jt ~~!lflnvtL,,J­
D . .Jl fl I r1td.. p KJJt) 
i)J,, l (Jt' 

~ to prevent employers from "tiu."'nping" empluyee int 1 
ccmmWitt'y-~pool. employers rr.ust offer-but not r-health 
nwerage ~or all f~~yees, part· · oyees, and pre-
medicue retirees. ta.xge em ~if'~ prohibi~ from creating 
subsidi&iries o · segmenting their wer.k.fQ.rce based on health, 
s , eilth risk, or anticipated need of health c~r~~- / clJ-rY'} ldcVt'. d · __.. 

Small P.mployers will pay any qualified health plan selected by the employ~ 
an amount equal to the contribut:lon they would nuJc;..a on t:hP. P.mployee·s 
be.half to th!r7t;'Pl.'1Yer-se~P~ted health pl.an . .4 eol r"f Jf ~r Jl(.)e of.ti Jn (•; .. : 
will r;e. vncrea 1r-, ..f1~ ~n.,.·.'J 1~rlJ.p ma.tt..l+.1r- ava11aJ1/-f. 

Large employers mwt offer their e~plcy~ (including part-time and 
s~ascnal workersj a c..i-ioice of at least :hree health plans-one of which is a 
point of sevice option. plan, il available i.u lhe arE:oi. Employers may meet 
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1d i -hLJna I prut1 ~ 10'T15 
• , ,. J · -rax lrtcenti.ves. for ?!'a~ice !n Rural, Fron~ier. •u~d Crban Undi:irc;e..:ved. . .l,Joeas 
TYn n; r Q .'up -to a~, of- -;3~~ aoc . 
·or 'f..,/(liJ Ph~idans practicing i.n rural, frontier, or i::'ersen·ed urban ueM are 
1; 1 ; ~1::U' d allowed a ta;s:: credit equal to $1,000 a mor.u Nur.;e practitioners and 
~. ·~ 1,, J physican a.ssi~tants would al.so be eligible r a ~imilar c&t equal to $~00 Fer 

'c ttrv~~- th r· mon . 

~an repayments ur.cer t..."ie Naticnal Heal:...1. Service Corps 'UJcu.1 Repayment 
?rogram are excl~aed from ro..:r.able i:i.cor.i.e. 

The cost of medical equipment, limited to 532,.500 ann~y. l.!Sed by a 
phys1dan in d. rural ht:alth prdess:onaJ shurtage area '-"Ul be i.m.mediately 
expensed. 

lnteresr, up lo $5,JOO a.nnual1y, pa:d on education ~oans of a physic~"\, 
r~..stered rn.!rse, r.ur~ ?ractitioner, or Fhysician's a.ssis:a.'1t Ui i.llowed as a...,, 
itentized deduction if t.li.e uididdu~ ~g!'ees tn practice in a rural commwurr 

Dgvelopr.tt;U,t of ~e~..vcrks Jf Care :n Rural .a:.d Frs,z.ntier A.,rP_as 

The HHS Secretary is authorized to waive cer~am :vtedicare and Medicaid 
requ:.rements for de::i.omt• aticn ?rojects m operate rural health network~. 
Public anti priva~e er.title! may appLy for such waivers. The ~etacy mu.y 
award grants to il.SSist organuations in rw-.:..1 :i.~t'works planr'\ing; 

The Secretary "Will cc:ndt.:ct a study on c.;....e b=nefits of devehJFmg a 
supplemental benefic pack4ge ar.d ma.king .1va.ilable premiums t.11at ..,qi:J 
unprove access to health services :ri. rural areas. 

Rurill an.J Frontic~ EmugPOcy Car~ 
.. 
J .. , 

A rural emergency :necfa.«l ~r-:tccs progrt1 m 1s established to improve 
cmergenry medical .;ervices (£',{S) operatiri.g in rural and frcntier 
communities. 

Rural community bo$p1tals me~ting eligibility 1.:riteria may qualify ;;..;;; Rural 
Emergency Access C'.01;.munity Hcspit;ilc; (R£ACHs). This program will 
perniit a."<isting r..:.ral cor.\munity hospitals participati:ig in the Medicar~ 
program. to mainta:n their current scar:i...s if chey m~t st:mda.rds of eligibility 
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as a rural anergency access fa.dllty. Ctll"Tcnt special rei.mburse:r.ent to small 
r.ual Meili~e- ·dep-andP.nt hospitals e..11acted '.n Omnibus Budget 
Reconciliation Act of 1989 will be extended. 

H. Long Tenn Cart> 

Tax Provbionj 

Expenditures for quili.fittd lon~-ta.ryi care (QLTC) services are deeuctible as 
medi<;al expe...1"\.SeS. S1.1ch services include diagnostic, preventive, then.pEutic, 
rehabilitative, ma.intenanc~ and penorial 'are. Provision of such se..rvices 
must be 1..ontingcnt u?'ln certification oi impairment in three or more 
activities of dilly living by a licensed health can: practitioneT". 

J:m.ployer provided Iong-te.'T.1 care coverage which meets 1..ertain consumer 
protection standards ?r01':1ulgated l;y the NAJC. is excluded from a.n 
employet:(s ta.x~blQ ir.cnme. Premit.:ni.s paid by ,u-, i:i.d.ividual for quaLltied 
long-teem care a.re deductible as a medical exptw.se; 

NA.IC ts directed to promulgate standards for the use of -..w.:.fonn Lang11age 
and definitions in long-ter.n car~ in5u.roA.'1ce poiioes, with p~ible 

~ Sf'f J C-f>Jfl Yariatiun' to take i.n"O account differences in state :.icer.si.ng reqwrem~.ms for 
Jl i\ b ~ prw 1JtJlong-term care provLders. 

(:.Y h.sn~e ~~ Accelerated Death Benl!fits 
J:rnrn u.'"' ~ -ro:1?J-

..) 

CJ)J'(. Clartfit!3 the income tax treatme...,t of acc~lerated dea:...11 beni?fics paid :u 
terminally ill p~rson:>. Pa.yments r:i.ac.e under a qu.:ili£ied term.irtal iilness 
rider can~ receiveti t.:i.x-free as if t."ley were paid .titer t!-.e insured's deat'1. 

UL FISCAL llESPONSIB!LITY 
... 

A. Financing (EstL'llated Over 5 years; S in Billion:;1} 

Med ic::i.IQ Savings l mu~ be I ('r~ ( e.:n:..) ) 
--to oc~rr..:xtu k f-.-Jt ; 

Mt!dicaici Savings dRt".XeQ Y. i rl ~0 0:1, ,:.0 f.~I' $55.8 

Postal Service Retirem~:1t $13.0 

SUBTOTAL SPE!'."DING REDCCTIOr-·:s $154.7 

10 
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Revenues 
High Cost Plan Prei:-Jum .A.ssessmer.t 
Tobacc:oTa.x C £:. 1vl'-(~Q~) 
HI Stnte/Local 

Sl.i'BTOT AL RrVENL"ES 

B. Fail·Safe Mechanism 

$30.0 

~ 
s i.6 

$131.1 

5245.B 

A c.."'W'l'ent baseline for federal health e.itpenc!.ittlic:~ (CBO projacterl Medicare 
and Medicaic and tQ.;( s;x:ndirig) is established in the bill. 

Under this a.ct, it is a..-i.tiapated uverall federal hj:)alth spending will decre~. 
However, u'\ order to guarantee the act wul not lead to de..~cit spending, a 
second baseline, called the health are reform b.a.seline, i.s aeatPd.. nus 
second baseline includes r.:..-isting and new spending. 

In a.ny year that the Director oi OMB notifo~s Cong:ess that health care reform 
spe..ndi.ng, Medirnre. Medica.id. Low-Income Vou.cners, and Ta.x Spending Wti~ 
exceed the federal health expenditw-e baselin~, th~ following automatic 
actions will ocuil to :prevQnt deficit spendjng: 

l. the vouciler phase--in i:; delayed 1 >·aea~d 
2. the asse5sment on high cost insuranc& ?lans :s implamenti'il· 
3. the expanded tax deduction fha~in is :;lowed dow:'\ 
4. out-of-podct limit.s ir. thP standard and basic ~nefit packages are 

inc:re~ed 
S. starting in the year 2004, a. .a.x cap i.s placP.d on Sll!'.Ji:leznentnl. benefit~ 

provided to employees and cortr1buted to by empiO}'ifS· 
~ 

Congress may ad on alt~rr.ativi:- recommendations by the Health 
Cnmmission to avoid the actions listed above. 

IV. COSTCONTAlNME.1'.7 & CONSTJME.R PROTECDON 

A. Benefits Pai.:kage 

The Comm1ss:on wiU ~siablbh two bcuefit packages based on the categories of 
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benefits listed bElow. 

l. A standard be.'1.efit packag@ the value of which C3J"l. l'\Ot exceed the 
actuarial v.a.lue equivalent of the Blue Cross/Blue Shield Standard 
Option ur.der the Federal :E.IT.ployees Health !.ieneilts prog:rl!l.tn. 

2. A b.si<: benefit paooge which will cor.tain higher cost sharing Uld/ or Prxi ~le~ 
fewer bene!1t$. This package mcst be dt!:iigri.ed to ?rev~nt adverse r~k \)Ai\ '11< 1 
selection when comoi.ned with the risk adjustments called for in the , ,1 ;;;. Wh1 Jr-11_ 1 

bill. v..f' ii l I i.J..,!/ i: 

v·ecu 1r~ 
Cu1\Q'Tessiona.l priorities: within the constraints of the actuarial limi:s 111 d·i~~. !Ja i~ 

Q' ' I 51 , 
Congress directs the Commission to a.cthere to the following priorities. ,,, r'QJ; 11''-:J 

eari 1>1a . 
a) parity for me.."ltl.l health and substance abuse services tpuity to bt ~~~l/1 r"i..-! 

deiined), whic..1 shzll con.si~t of. Ol broad a?Tay of mental health and 
n.:h.a.bilit;Jtior. services manag~d to ensure a~c:ess to meekally necessary 
and psychologically necessary treatm~11~ a.nd cnc:ouragP the use of 
outpatienl tresenen~ to :he greatest extent feasible. 

b) consideration :or nef!{i::> of clUlclxen and ~nerable populations, 
includi.n~ !'W"al and unciers.ervea persons. 1 

t,,) 1i:ipruv1 n41 i"ne heQ Hh o+ Ari~Y '~n~ thro~ prt~n-fi.-YJ 
Catl::!gones of 'Benefit:;; 

Inpatient anci ourparit!nt care 
EmargPncy, mdud.ing appropriate transport services 
Clinical preventive services, Li.ciudin1;1 service:; for high risj.: 

populations, immunization~, tests or clinician visits 
Mental Illness a.nd Substan~e Ab1.:.sci 
Family planning and ~c.rvices for pregnant women 
PrMCription drugs and biologicals 
Hospice Care 
Home hea.ith Qrli 

Outpatient laboratory, :adiology and diagnos::ic 
Outpatient rehabilltariun s~rvicas 

... 
.. 
I 

Vision ore, hearing aids a..""ld dental care for i:ndividuals 
under 22 years of age 

In ve~tlgationill trea.tments 
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Fol' i:-ach package. the Corruniss:on will develop recornme:-i...-!a.tion.s to clarify 
covered b€neiits: esraolisr. multiple c~t sharing schedules that vary 
depending on thP. delivery systexr.; a.nd develop interim coverage deQiQtU ~n 
limited drcu:nstances. In making t.hese det~.1:ni.in"ti.oru, the Conunission 
will consult with expert group~ for appropriate schedules for covered services. 
The Commission will have the authority to propose ::nodifkatio.ns to the 
benefits package that would not go into t!ffect wtles.s approved by Congress 
u.uder b.ase-cio.<;ing procedures. 

A qualified health pl6n shdl provide for coverage of the c:ategories of ber.efit.5 
described in this sec:ion for treatment and diagnostic p:-ocedu.r" that are 
medically neces5ary or d.ppropria.te. 

B, High Cost Plan Assessment 

~each year beginning in 19%, an assessment will 1..ice impouci on the top 40 
percent of all plans in aJ"l ar~a. ThP assessment is equal tu 25 percent oi th.e 
differl"nce between a target premium and the acmal pre.tnlum cllargt;.-d by an 
accountable health pl.an or self-i.n.:5uled plar. for the standard benefit pa~ge 
in a. ~om.mu.nity-ratec area. The target ?remiwn is defined as the higher of 
the following: 

1. the a.vera~e ?rertiiu:n of a.ll quali.iied health pla.rL.1 offeri;..~ to 
individuals and employt!e~ oi s:n;i'.l b'l..lS:irtesse.s in the HCCA 

or 

2. the geographically a.djusted premi11m valt:.e at the L5th percentile of all 
ac:countab!e health plans in the Uni:ed States. 

The geographictlly adjusted premium value is calt:lila.ted b.J adjusti.'1.g each 
a'c:ountable health plci'~ prerniwns for regional variations. 7" Suer. 
adjustments shall include but not b~ limited ro vA.1.i.atlons i.n the cost of living 
and demographics. 

For self-wured plans, :he exdse ~&X will apply tn the difference between the 
target IJ'en-iiu:m U'ld the actUa.rial esti.ma.te used for meeting the COBRA 
requiremen~s. The Departmezi.t of T:easury Will be gi .. ·en authority to 
develop regufa .. tio1l3 i.n th.is area. 

C. Medical Liability Reform 
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\ IY'er( s~a II b~ Q d 1soYLnf7U-1 p0t.ft1 1v1 rrie 1uw ,,,..,, a~rcrj~.v.1o 
L -f°f'le, CV nhn vuh tfl'7 0 {.. I O(JJ9.J I rs rev 0 rt/ !he rlD£ pnress . I 

• No health care malpractice a.ction may be brought in court until the final 
resolution of the c!aim. under an alternative dispute rt:.:Solution (AORJ 
method adopted by the state frum models dPvelo~ed by the Secretary of HHS, 
or devdoped by the !tate and approved by the Secretary ot HHS.~ J 

~ Ti che patty ntitia&:1s t.1-te ee\:tM ::'.!StiBP receives • wo.:"61 r~ti2t, nitl". tat'ect to 
ll•bility or the ~v~h:Tttr~, from t..~e court Lian in Lhe state AD:R 
methgd.--sudlparty shall pay the costs .uid 'lttorneys fees of all parties to the 
~ti~ 

• Non~conot::'Lic d~14ges a.wudP.d to a plaintiff in a health care malpractice 
cl.aim nr action may not exceed S230,000, i..1.cexed for infla.tion. 

The li•bility or eac:h defer1dant to a :tealth :are t:ialpractke action for <:lOn 

economic and puni:ive damag~ will be ba~cl en each r1efendant's proportion 
cf responsibility for the daim.'1:1.t'S ham. 

Seventy-five percent ot puni-tive da..T..;a.ge awards will be paid to the state fa 
whkh the action is b:ought and suc:h funds will be used for proVider 
licensing, disdpl.i.1.ary activiti~ and quality assurarice programs. 

A twenty year statuti: of repose will be applied to medkal malpractice actior.s. 

Lawyer! may not ::ha.rge contingency fe.es greater than 33 1I33 of til.e fir::;t 
$~50,00 ot the award in a health ~are ma.:practi.;Q amnn and 253 of a.mounts 
in excess of S150,GOO, \.I.Sing <1fter tax ar.1CUI'\ts. 

Statt= laws that Hr.tit malpracti..;e awards rind fees to a. greater extent are not 
pr~mpted. 

0eie1u1l4llt! shall be ~.l{~""'"O-make-.payment:r~n-uwmls ff\: i!i:ee!S" of 
$l9S.860 Olt' I pcr.\edic eas~ 

O. Aciminist!'ative Simplification 

This section str~&I:tlincs administrative processes in ~he health care system by 
establishing standards for a l1ealth care electronic data i.nrerch~ge (EDI) 
system to reduce adminl~trative waste in the health care system; provide the 
informntion on cost and quality needed to make competition work; aeate the 
tools needed to conduct outcom~ reseill.-ch to improve the quality of care; 
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and. to make i: possible to traci. down fl'aud. This su~t:itle also sets 
requi!'eme..11ts to protect the privacy and. -=onfidimciality oi health care 
information, and establishes a National Health I.."\:'ormation Commissi1m of 
privat~~l.or experts. 

E. Quall ty s tand.lrcs 

The S«retary, in consultation Vvit.1 releva~\t pnvare entiti~, "'ill deve1.op 
sra.ndan.l~ ~o a_,3es.5 the q-.. u.lity of healli plans. In additicn, !:he Secretary may: 

set priorities ;or sttengtht:!1ung th~ medical research bac;e; 
support research and evaluation on meciical effectiveness through 
technology assessme.I1 r, consensu:; development, outi.:om~ resec.rch 
anu Lh~ ~e of pr~i;:ice gciciP.lines; 

conduct effea.:,ver.ess trials w ..:ollabcration with med:cal specialty 
soci<>ties. medical ~uc.:alors and qualified health plans; 

ma.ull.a.in a cleari:ie;house rind otl".er registries on clinical trials and 
ou:comes re~.u::h d<1.t:=; 

;issurl! the systemati1.: e...-ah.:.a tion of ex1sti..i.g and new tr!atn".ents, and 
dfag:-.ostic te---Jui.ologi~ in an effort tc upgraC.e th~ knowledge base for 
~c~l deci~ion ma.king ar.d policy choice; 

design .u"t inte:active, wm?-:..;rerizeci. :.i.issernina:ion systel:'l. of 
iniormation on outcome~ researc.'i, Fractice guiddines, and otr.er 
m.:ormatic-n for pro'1iders. 

F. Anti-Fraud and Abuse 
... 
I 

!his subtitle establishes a stronger, better ~oordinarcd f~uenl effort t:o ~ombat 
fraud a.mi a.b~ in cw bulth ::ire system. It also expands criminal and civil 
penalties for health care fraud to provide a srronger deterrent to Ui.e billing ot 
fraudulent cla.ur..s ar.d to elimin&.te waste in O'.i.r health rare system resulting 

Jro?;' >ttch practices .. 
&-. ~a+.en 1 Se ! ~I ce ~y'((I / ~rv,f'h~~r1 Ft._-. ~ i 

V. PUBLIC PROGRAM REF0~\.1 . -e,}(_-erJS f:'..'Y\ · 

A. Medicaid Reform. 
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Thl"TEGRATION OF *DIC.AlD Il'-"TO PFJVATE lNSCI\.AL'-:CE 

The Secretary shall study the impa't on private healt'i i.ruu.-ance ?remiwru 
and make recommendations on the int~::-ation oi AFDC and :ton-c:ash recipients 
into th~ community-rated private insurance pool. In ger.eral, the objective will be 
to treat both of these grouFs like other low-income fa.milit::t ar..d ir.dividuals for the 
purpose! of e.~ullmer.t in hea.lt.:."1. pl~n,!-; and. subsidies. Services not covl!I'ed .L.-i. the 
standard benefit package will be retained and provided thrm.;.gh t.'1.e cu..-rr-1mt 
Medicaid prograr.i. for panC.atory arn:i oprionill ali5ibi.ifry groups. 

OY110NAJ.. COVERACE UNDER QCA.UFlED HEALTH PLA."1.5 

• At sta.te opt:lon, the M~c:l'i~ program will pe.r~t A.FCC redpientS and SST 
recipients to recaive medical assi.sta...-i.ce through LTU"cllment i:i a. qualliied 
health pLan offered L."'I. a lcx:aJ. nCCA. Tll'tt state tr.;;i.y not re-;trict a.n 
i..ndivi.d~'s choice nf plan a.I'ld is not required ~o pay ~ore tha.."'\ the 
applicable dollar limit for ':he HCC:A area. (as determ!netl i.mcier s~on 2001 
of tht? Act). The ;1Ul'T\ber of i.r.divirluals electing to enroll irt a qualified 
health plan is limited to a. fi..~e-_n percenr or t.."'Le eligfal@ population L1. t!~cii. of 
the first three yt!ars. and ten per-cl;o!.nt in each yQa.r the•e ilie.:'. 

LIMITATION ON CERTAIN FEDERAL MEDICAID PA~P.ITS 

• Federal financial participation for acu.te medical slrvices, includin~ 
expenditures for payments tu qualified h~aHh pl2.ru, is subject to an annual 
fQdaral pAyment cap. The cap is dete..'minee by multiplying the per~apita. 
l.illUt times the average nu.IJ'\ber d .Medicaid Ciil-=gcric;i..l indivi.d·l;ii.s intitled 
to receive :il"\edic.U a.s.dstnncE! in the state pla...""\. 

"-· 
• Th.a per4 capita l.J.:nit for fi.s..:a.l year 1990 ts eqnal to 118% of tl-.~base per capita 

funcline amount. This amount is determine'- by dividing the total 
expenditures made for medical as5iscance f;.u.11.i3hed i..-i. 1994 hy the av~ra.ge 
:ocal ~1\JlI\.b~ oi med.ic::iid categorical U\dividuals for that year. Expenditures 
for which no federal financial participation wa.s proVided •u•d 
disproportionate shart= pa.ytr.ents .re axcluded from this cak.tlation. 

• In years after :9%, th~ per-capita li.wit i3 equal to th€ per capita funding 
Amount determinPd for the previou! fiscal year increa:)ed by 6 per::ent ior 
ii.seal years 1997 tli.rough 2000, and 5 percent for fiscal yeu 2001 and beyond. 
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• States are re~uired to continue to make eligH;le for m.ewi;.ll assistnnce any 
~' or c;;i.tegory oi il"'ti.ividuals that were eligible for assistance in fl.seal year 
1994. 

ST A TE FLEXIBlUIT CONTRACT FOR COO RD INA TED CARE SERVlCES 

• 

• 

• 

• 

At !tai.tc Opt10n, thP Act e;taoli~hes a ruk contract program within the 
Medicaid program wh.ich allow states to ~"!ter into comracb wit.'°l at-risk 
primary ca.re ca:,.;: :=i.aJ"\age:n..::nt provid~r~. A.\ at-ri.sk ;:irimary care case 
management provider must~ a ph~idan, group of physiciara, a f!deraty 
qua.lilied health center, a rural health clinic or ot.hor antity havini other 
uraJ1.gemeT'1K witr. phy~ica.ns operating under contra.ct with a stlte to 
provide s~ces under a pri:na.r/ care ca.se I:'l.anagemti::lt prognm. 

Risk contl'acting e."1tities m~t rr.eet federal organizational requiremen~, 
guarantee e."U'oilee ac:cs.s &.nd :i.ave a written <:ontract with the state agency 
that indudes: an experienced-ba..sed payn-.ent methodology; premiums th.it 
do not cil!criminate among eligible individuaa Oa,jed on health itntus; 
requiremen~ for health care services; and, detailed spe~~cation of the 
responsibilities of the contracting entity and th@ sta.te for providing for or 
arranging for heal th CA.re :;~""'w"'i.c:~. 

Standuds a.re es:abli.shed for ~nt&mal quei.l.LLy ~sura.n~ a.nd state options 
r~garding anrollrne..'1.t and di.senrollm.ent an: spec::i.fied. State and federal 
monitoring of quality and acc:ess standards are also estabLi5hed. 

In addition, each risk contrac:ing entity providing ~edkaid service! shall we 
enter into written provider partiup4tion agr~ents with an essential 
ccaunw'\ity provioo; er at the election of a.n essential commuruty provider, 
each risk contractir.g er.tity will enter into a.n agr~rnt!11L to make pa.yments to 
the essettial 1,;omm.u:iity provider for services. Essential .wtity 
providers i.nclude: Migrant Health Centers, Commu.iity Health Centers, 
Homeless program provi(iers, Pullilc I lousing Provicf 1>r~, Family Planning 
Clinio, Indian Health Programs, AIDS providers under the Ryan White Act, 
Maternal a.nd Child Heajth Providers, Federally Q\.L&li.f.ed Hc.Uth CentPrs, and 
Rural H4it"1lh Clirucs. 

OTHER PROVISIONS 

• The Act ph~s out Medicaid Hospital Dbprv~crtion;;ite sl-.ara adjustmer.t 
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p,;iyments by f.:;cal year 20CO. 

Medi cant Rc.f on:n 

Maintain Medicare a.s a sepaxat~ prog:ram. 

Medicare remains a separate prcgram arld continue5 to ~ f~e'!'a.ily 
atlcWWt!!red. B~r.e.Eicia.ries ~nrolled in ran B continue :o pay a Ir.onthly 
premium. The statutorily def;.ned Medicare benefits c~nti.'1ue to be the 
Medicare ben~t pac..1<age b 1.;olh fee-for-~~ice a.r.d rr".anaged care. 

A. Individuals conlrl m.air.tain coverage th.rough private health plans 
when they become eligible for Medicare. 

Indivicuals have the option to :-emain L.'"'I. a.n accountable :teal:.i. pia.."'t (A.HP) 
when they become eligible. :or Medic.art:!. U ti',4!)" r~, th•y rotitinue to 
rc<~v• tl\Q st;indard benefit package with the full range of options available to 
the non-Medicare population. 

Plans nay oifer a sepa.:ate :-ate for the ~edkare-eligible population. The 
Board is required to prl!:SCI'ibe rrtt!tfo~d~ fer risk ... djustm.er.t 

For individuals choosing a.n A.HP, !'viedicue Will pay tLc !edeT"al c:cntribution 
ca.k:wated for Mcd.ic;a.re ris.Y rnnttacts. Individuals are responsible for paying 
the difference b@tw~n the premium charged and the federal contribution. 

During the annual eruollment period, Yiedica.r~ligibles may ch.oose a new 
plan through their employer/purc.'Lasing cooperative or they tn;ly return to 
the traditiomU Medicare program. 

"' I .. 

B. Medicare Seli?<"t would bel.'.'.ome a ~rmanmt cption in a~l States. 

Med.ica:e Seleet is a dcmonstr;ition program limited to 15 states (including 
North Dakota, Mjssouri a..'1d Minnesota) established ir, OBRA 199C to allow 
managed car~ orga.ni.zations to de.!iv~ ~1.Jpplem~W. b~•fit p;ie"ka.ges to 
Medi<:ue ben€f'iria.ries. An individual buying a Medicare Select policy is 
buying one oi t.1e 10 standa:d Medigap pla.ns. "!he only diff~reJ.1~e it' that 
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I 

:Med..ic:i.re Select pcllicies de.live!' ca.re through preferred providers. n.e 
program is scheduled to expire in 1995. 

Yiedio.re ~ect wotild be a. ~e..""lt option in all States. Medicare Select 
policies will be of:ered durtr.g Mll!\i.ii:are's coordinated npen enrollment 
~od. Plans :may not disc-iirdnate b~d on pre-e..."cisting conditions. 

C !viedic-a.re ri:;k i:or.ta~ would be improved. (~edic.ue Cl-.oice Act) 

T.."'liS SUOt.tie feat'~e5 :..:1~~ti.a.n'.sm:s to incr&a.SP. the nuir.ber Of prima..~ Ca.1"e 

ph ysicici ns. 

Medicare CME DPmonstration Project 

• The Seaet"'..ry ww illow l.4p to saven .c;tates to experiment "M.th Medicare 
direct graduate rnedkal education (0~) payments to increa.::;e the number o! 
primary =are physicians. t:r.der this program, quilifyilig stat&s :nay Uje 
dii.Eererr.t w~1ghting facrors, or a community-based health care t:aini.."tg 
coClSOr~a, to direct a greater share of its DME funds for primary care medic-al~ 
education. A c;oMorti:-. will bP. C"OIT.poSi!d of teaching hos;>itals, medical 
schools, ar.d ambulatory ttai.ning sites, will-t the goal of increasing tht! nu.-nbe!" 
of pri.z::1.ary care ;;roviders; 

• Up to seven training consortia nationm.C.e will b~ eligible to r..ceive '\{~dicue 
OME w~v~rs dir~tly from the Secretary. U.ch suc..'li. consortium will be 
permitted to determine the most appropriate 4"1~.anism to use iQj OM'E 
resources to ince~ t..1-t~ nu.;nber oi primary r.are provid!rs"; includiilg 
distributing funding to medical schools. ':" 

Com.munity•tsased Phy~i..:iAI\ Training 

• Medical resident training t~me in non·ho,pltal ·owned community-based 
1ettin!"' 'l'Vill b~gi.n ro be counted in the detcr.n.ination of full-tim~quiva~ent 
residents for the pu-pose of ma.kmg Medicare UME payme:nb with the g0.1l nf 
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• 

• 

moving more residency ~air.ing out oi r.osp1tals and L;.to :he com.mu.'\ity; 

FQr the pu.rposl=? nf Medicare indirect graduate cnedical education payments 
(!M:E), training time in non-hospital~wned a.ll'.bulacory settings will bi 
counted. in th-= determiniltion of full-tim~quivalent residents with the goal 
oi providing @qUal incentives for hospitals to t:cin primary care residen~ &nd 
sub-specialty residents. In addition, per-mstin:.tion PvfE payments are 
adjusted to assure budget :i.eutality . 

.txpansiou or ~ational Hea.lt'h Service Corps 

Increases fund.i.I\g for th~ :--1 a.tfona.:. Health Service Corps scholarship and the 
Staf:& loan Re~ymen: programs. 

Incn:;.cs.ed Rcso"W""ces for 'Primary Care Health Profes.sions Training 

Enhar:ces resow-ces for ?ubli~ H~a.lth Sar-vi~• ?rogra.ms which S1.4pport trai.nL.918 of 
pritti..ary care pro-viders as fellows: 

• 

• 

• 

Ino-e~ hlltdmg for programs under Title VU or the Public Health Service 
Act for the t:ra.i.n.i..1g of family physicians, general i.mem.i~a, ar.d general 
pedia trida.n.s; 

Creates a new sc:..~cla.rs:Up ?rn~.i:am and ina~as.es Title './U Public Health 
Service Act fundini :or physician assista.."'l.ts; 

J.naeases Ti.Ue VTI Public He<1lth Service Act funding for nurse practitioner 
training and schoiuship programs. 

State Pl'ograms for Non-Physician Pro\Tid~rS 

• A demorutration program is created for states and non-prof1t organizations to 
experiment with dtange.; in sta.te sco~f4practic:e laws for'Iluue practitioner:; 
and physician assistant:;, Lhe 1'etr~s of s11b~~cialists ~o deliver prima..ry 
care, and other me'-1.anisms to increase the supply of primary care proViders. 
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How much does this cost? 

The effect on the deficit will be zero {Fall-Safe) 
We raise $250 billion over five years 
These funds will be used ta provide direct subsidies 

to individuals at 2400/o of poverty and below, 
and to e~and the deductlbility of health 11. 

insurance premiums for individuals and the \ 
self·insured. ' 

We expect additional savings from system reforms. 

We expect the combination of these element's 
to lead to i"nsurance coverage for at. least 93°/o 
of all Americans by 2002, and coverage of 
about 98o/o of all health care costs in the 


