
MENTAL ILLNESS AND SUBSTANCE ABUSE 

Problems in the Current Market 

Today's insurance market creates barriers to treatment for 
mental illness through lifetime day or dollar limits and through 
preexisting condition exclusions. 

• 84% of health plans in the current market report day or 
dollar limits on psychiatric inpatient care 
(Hay/Huggins 1993). 

• Of those reporting day limits, 61% ~llow 30 or fewer 
days (Hay/Huggins 1993). 

• 95% of medium and large firms report visit or dollar 
limits on outpatient treatment for mental illness 
(Bureau of Labor Statistics (BLS) 1991). · 

• 48% provided 30 or fewer outpatient visits (BLS 1991). 

Current coverage for substance abuse treatment is even more 
limited. 

• Many people have no insurance coverage for substance 
abuse treatment. 21% of people receiving health 
insurance through large and medium-sized firms have no 
insurance coverage for substance abuse inpatient 
rehabilitation or outpatient care (BLS 1991). 

• Those who do have coverage face severe restrictions. 
10% of participants in the BLS survey reported lifetime 
day limits, 14% reported limits on the number of 
treatments, and 22% reported lifetime dollar limits. 

Comprehensive Coverage Through the Health Security Act: The 
Mental Illness and Substance Abuse Benefit 

The Health Security Act covers a broad range of treatment 
options and eliminates preexisting condition exclusions and 
lifetime limits that today restrict access of individuals with 
mental or substance abuse disorders to needed services. 

The mental illness and substance abuse benefit in the Health 
Security Act includes inpatient and residential treatment, 
intensive nonresidential treatment, and outpatient services, 
including screening and assessment, diagnosis, medical 
management, psychotherapy, crisis services, collateral services 
and case management. Significantly, medical management (even for 
the severely ill), diagnosis, screening and assessment, and 
crisis services are not subject to annual day and visit limits. 



By January 1, 2001, the Health Security Act replaces current 
insurance market strategies of annual day limits on inpatient, 
residential and intensive nonresidential treatment, psychotherapy 
and substance abuse counseling and relapse prevention with a 
managed benefit. In addition, higher copayments and coinsurance 
for psychotherapy, collateral services and some intensive 
nonresidential treatment days are reduced, and limitations on 
applying certain expenses to the annual out-of-pocket maximum on 
cost sharing are eliminated. 

Until January 1, 2001, the Act emphasizes a wide range of 
innovative treatment options, such as case management, partial 
hospitalization, day treatment programs, and home-based and 
behavioral aide services -- including services that are important 
to the treatment of seriously emotionally disturbed children. 
Providing coverage for this array of treatment options represents 
a new direction for the delivery of mental illness and substance 
abuse services and creates incentives for the development of 
needed capacity. 

Health plans are encouraged to utilize the wide array of 
treatment options to provide individuals with a continuum of care 
-- that is both appropriate for an individual's needs and cost 
effective -- through substitution of inpatient and residential 
days for treatment in other settings. Thirty days of inpatient 
and residential treatment may be reduced by one day for every two 
days of intensive nonresidential treatment or by one day for 
every four outpatient visits for psychotherapy or substance abuse 
counseling and relapse prevention. 

Beyond the services covered through substitution, additional 
treatments are covered to provide ongoing and appropriate 
support. A maximum of thirty additional inpatient days are 
covered for particularly vulnerable individuals. A maximum of 60 
additional days of intensive nonresidential treatment are 
available. Again without substitution, thirty visits of 
psychotherapy and collateral services are covered for an 
individual, and 30 visits in group therapy are covered for 
substance abuse counseling and relapse prevention for individuals 
who have received other treatment within 12 months. 

Through universal coverage, larger numbers of individuals 
with severe disorders will obtain access to services. While 
there is promising experience in the private sector with a 
flexible managed mental health and substance abuse benefit, there 
is less experience and data on the use of this approach for 
individuals with severe mental illness or chronic drug and 
alcohol addiction. Given this uncertainty and consistent with 
our conservative approach in all of our estimates, we have 
included protections like a one-day deductible in order to remain 
conservative in estimating the cost of the benefit. Within this 
framework, we have developed a benefit structure that encourages 
flexibility and management so that by January 1, 2001 the benefit 
no longer needs to rely on specific day and visit limits. 



Initiatives for Improving Access to Mental Illness and Substance 
Abuse Services 

In addition to the mental illness and substance abuse 
benefit, the Health Security Act includes initiatives for 
improving access to mental illness and substance abuse services. 

The Act provides funding for services to remove barriers to 
treatment for mental illness and substance abuse, including 
community and patient outreach, transportation and translation 
services. 

The Health Security Act requires states to submit a plan by 
October 1, 1998 to demonstrate how they will integrate state and 
local mental illness and substance abuse services with the mental 
illness and substance abuse services included in the 
comprehensive benefit package. 

The Secretary of Health and Human Services is authorized to 
make grants for the development of school health service sites. 
Criteria for grant awards include the provision of health and 
social services, counseling services, and necessary referrals, 
including referrals regarding mental illness and substance abuse. 
Other school-based programs focus on educating school children 
about substance abuse, including tobacco and alcohol use. 
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APPROPRIATIONS 
Chairman, Subcammitlee on Delenae 

COMMEl'ICE. SCIENCE AND TRANSPOATATION 
Ch•irmon. Subcommlnee on Commu"l~.tclon; 

tinitrd ~rates ~matt PRINCE kUHIO FEDERAL BUILOING 
ROOM 7326, 300 ALA MO-'NA BOULEVARD 

HONOLULU, HI 96860-4976 

Chairma", COMMITTEE ON INOIAN AFFAIRS 

sum:. 722. HART SENATE OFFICE BUILDING 

WASMINGTON. DC 20&10-1102 

(BOS) 541-.2542 
F...X(80Bl541·2548 

1202) 224-3934 

Ch.tlrm1n. DEMOCRATIC STEERING COMMITTEE FAX (202) 224-8747 
101 AUPUNI STREET, NO. 206 

Hll.O. HI 96720 

Member. COMMl'M'EE ON RULl>S AND 
ADMINISTRATION 

March 7, 1994 

1808) 931H>844 
FAXC8081961-!183 

Ms. Judy Feder 
Off ice of the Assistant Secretary 

-hle - Ps~<lui1oef6-\s 
JV'w~ ti a1i{i1 

for Planning and Evaluation 
Department of Health and Human Services 
200 Independence Ave., s.w., Rm. 415-f 
Washington, o.c. 20201 

Dear Ms. Feder: 

Following up on our recent discussion, I have enclosed for 
your files a copy of a memorandum we recently requested from 
Dr. Russ Newman, of the American Psychological Association, 
indicating specifically where, in his judgment, the 
Administration's bill would inadvertently be of considerable 
"harm" to psychologists. Your continued assistance would be 
deeply appreciated. 

We would also point out that the various health manpower 
training initiatives do not seem to allow psychology to 
apply. 

PHD:blw 
Enclosure 

cc: Dr. Russ Newman 
Dr. Ellen Caringer 

Aloha, 

PATRICK H. DE LEON 
Administrative Assistant 
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Health Care Refonn/Health Security Act 

Date: Pehruary 17, 1994 · 

As we cliscussed, there are at lealt two instances related lo heallh care n!orm, hl 
generaL ancl the proposed Health Security Act, in particular, where psychologists appear 
inadveriently. re&trictecl or omitted. Ironically, In one instance certaJn Medicare 
restrictlol\s an psychologists' practice are Incorporated ln the Health Secwity Act while 
tn the other lnMance psyc:hologlsta are·authorized for certain practices Wlder Medicare, 
but not so authorized by the proposed Health Security Act. 

Medicare Conditions of Partkipatfon 

Slnce the OBRA 1989 amendment to the Medicare program, psychologls.-S have been 
authorized to perform aenices consistent wlth state law and to receive direct 
reimbursement In all settings. A number of 1tates, lnclu~g C.Sllfomla and the District 

. of Columbia Cu well as nine other Jurlsdldiona), permit psychologists to be appointed 
to the medical stall ol .hospitals, and allow psychologists to independently· admit, 
d.lagnoae, treat, and diecharge pAticnts with paychological. problems. Thia practice Is, of 
eoune, contingent upon • phymdan exam1nl11g the patient upon admission ind 
a~ my drug ieglme or related medical care the patient may need. The 
Medicare Conditiona of Paltldpatlon for p&ychiatrlc hospitals, however, are being 
interpreted In a fesh!on that will .nm pmriit pi>ychologists the full range ·of pracdce 
.U~wed by state law. . 

Ill partlc:ylar, 42 CPR sec 482.60 provJdes special conditions of participation for 
psychiatric hospitals, and incorporates the requirement of section 48Z.12(c)(4) thot a 

. doctor of medicine or osteopathy must be "responalble for the care of each patient with 
respect tO al\f medical or psychia.trlc problem that 18 present on adn'\l.s.slon or develops 
during hosplt&li7.ation." This p.rovtsion, among .othera, ls Intended to hriplement the 
statutory requirement of &ectlon 186l(e)(4) of the Sodal Security Act (42 US.C. Sec. 
1393(e)(4)) that every Medicare patient be "under the care or a physldan. Aa a result, 

750 '1..1 S\nial, Ne 
Wm!W.9tu111, DC 20CICIZ-~:Z.U 
(20'JJ 336-5913 
('07) %M-5797 fCll 

l'°''~123100 

Ruu N.innon, Ph.D., ,,D. 
(llOCVllve O/lflCIOT 

~lll~te 

~ OOJ/004 
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restrictions on psycholoS'lts' practice In hospitals have remained, although we continue 
our efforta to reeolve these lsaues. · 

Unfortunately, the Health Security Act, Title I, SectJon UJ (c)(l), lnrorporatea by reference 
the aforementioned Medlc:are provisions which have been restrictively interpreted 
against psychologls~ The result;, then. ls likely to be restrictions on .psychologists' 
ability to Independently treat non-Medicare bel\elidaries ln hospitals. This would be 
true even ln states which exp1essly authorize independent hospital practice, and in 
amOlct with the Health Seculity. Act's intent to support the abWty of l\on-physlc:ian 
provider& to practice to the full extent of their licen1ure. 

BebabJlltation Services 

While the above described restrictive Medkare provlsioJ;!S are lncorporared Into the 
proposed Health Security Jv::t, the authorization of paychalhpts In Medkare to provide 
rehabilitatlml aervlces is .D21 expreasJy Incorporated. ~c::tion 1123(1) ol the Health 
Security Ad describes C'O'Verage for outpatient rehab" itation services to lndude 
occup•tional therapy, physical therapy, and •peech patho ogy services lor the purpo&e 
of attalnfng or :catorl.ng speech. 

Aa you know, we are concerned that the absence of explicit mention of 
psychological/nem0paychological aervicea in th1a section may wcrk to prevent 
psychologists ltom providing the very same set\ices In a reformed health system that 
they have been providing tor years under the Medicaie program. Should this occur, it 
would moet certainly have a damagblg effect - albeit unintentional - an both patients 

· and. psychologists. Thfs could be easily remedied by amending secUon 1123(a) by 
deleting the word "ud" immediately precedil'\g .. (3)" and edding the folloWing at the end 
of the subsection but before the period: 

•;and, (4) outpatient P5fchalogkal and neuropaychoJogk.al&etvices for the 
purpose of restoring functional capacity or mlnllnizing limltatlona to 
fundional capacity &$80dated with cognitive or psychalogk:al consequences 
or phyaical Wnem or lnJury.• 

U you ha!e any ildditional questions concerning these Issue& please do not hesitate to 
amtact me. · 

a: Donna Daley 

~0041004 
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SOCIAL SECURITY ACT-§ 1861Cel 823 

Hospit.al 
(e) The term "hospital" ~except for pu.rposes. of sections. 1814Cd>. 

1814(f), and 1835(b), subsection CaX2) of this section, paragraph (7) of 
1 .. , . •• this subse<:tion, and subsection (i) of this sectiori881) means an 
;:~ .... ~.. institution which- · · 
-:. ·. :: · ~ (l) is primarily engaged in providing, by or under the supervi-
·\ · ',: . sion of p?ysici~ns, to inp~tien~ (A) _diagnostic services and 

. ·::,~ O.. therapeutic services for medical d1agnosJS, treatment, and care of 
-:)!f.1:.i:· injured, disa~l~. _or sic~ ~rsons: or. CB) rehabilitatio.n services 

· for the rehabilitation of lllJUred, disabled, or sic~ persons; 

i, .. •:. ·• · · (2) maintains clinical records on all patients; . . .. . 
::.:. .. : ~ (3) has bylaws in effect with respect to its staff.of physicians; · 

1 

.. : .. :• · . . (4) has a requirement that every patien~ with.respect to'whom 
~- payment may be made under this title must be under the care of 

<~'... a physician; · · · 
f:,· (5) provides 24-hour nursing service rendered or s~pervised by 

a registered professional nurse. and has a licensed practical 
nurse or registered professional nurse on ·~1,1.ty .. ·at· alf times; 
except that until January 1. 1979, the ~cretary is authori~d to 
waive the requirement of this paragraph for ,any one-year period 
with respect to any institution, insofa~ as. such req.uirement 
relates to the provision of ·twenty-four-hour nursing service 
rendered or supervised by a registered professional nurse (except 
that in any event a registered professional nurse mµst be 
present on the premises to render or supervise the nursing 
service provided, during at least the · regular daytime shit\), 
where immediately preceding such one-year · period he · fin~s 
that- . . . 

CA> such institution is 'located in a rural area and the 
supply of hospital .services in such 'area iS ·not sµfficient to 
meet the needs of individuals re$iding therein, .. · . 

CB> the faOure. of such institu'tion to· qualify ·as a: hospital 
would seriously reduce the availabjlity of such services .to 
such individuals, and . . . .·· · · .:: ' . 

CC) such institutiOri has made and continues to make·. a 
good faith effort to comply with· thiS paragraph~·. but .such 
eomplianc! is impeded by the lack of..ijualifieci nu~ing 
personnel in such area; . . . . . . · .... ' . · ·.. : 

· C6JCA> h&S in effect a l;.ospi~al. utilization review plf;ln which 
meets the requirements of subs~tion Ck> and (B) has in pl~cie a 
discharge planning process that meets . the ·requirements of 
.subsection (ee); · · .. . · . · . . 
· (7) in the ease of an institution in any State in which State or 
applicable local law provides for the li'cens~ng of hospiials, <A> is 
licensed pursuant to such law or· CB> .is ;approved,' by. the agency of 
such State or locality responsible for licensing hospitals.. as 
meeting the standards established for such licensing; · . · · 

(8) has in effect an overall plan and budget that meets .the 
requirements of subsection (z); and · · · 

(9) meets such other requirements as the Secretary finds 
necessary in the interest of the health and safety of indiv~duals 
who are furnished services in the institution. . . . · · 

••P.L 101-z:J(, §IOllaM 11. stNt'k gut "and parqnaph 171 of this subsection'' ond sub5titutl!d 
wparll(nlPh 171 of this aubseclion·, and sub&ection Iii of this .sectiol\0

·, efTtoetive January 1, 1990. F:or 
the applicability of lh~ omel\dmenl. see Vol. II, P.L. l~liO. §104101. 

63-813 0 - 93 - 27 



§ 482. 1 42 CFR Ch. IV (1o~1 ~t~~-

$U8CHAPTER E-STANDARDS AND CERTIFICA1JON 

PART 482-CONDITIONS OF 
PARTICIPATION FOR HOSPITALS 

Sec. 
48:U Buis &nd scope. 
482..3 ProVisioD of emerreuoy services bJ' 

11onpart1cipat1Dg hoaD1tala. 

Subpart 8-Admlulstrallon 

482.ll Cor:idltlon of D&r'tlClp&t.lon: Compli­
Ulee with i"eden.1, State qd loaal lawa. 

482.12 Cond11:1on of ll&l'tioli-t.lon: Govel'D1Jlc' 
bod.v. 

Subpart C-Baslc Holpltal FcmdtoN 

48'l.2J. CouditiOD Of ~C1)iat.lOD: Quallcy 
aaeura..noe. 

482.22 Con4Jt!OD or .Par't.lcipa.f.1011: Medical 
1C&fl. 

482.2.1 Conditlon oC pan.LcipatioD: NW'SLD&' 
services. 

482.24 CondJtlori. o! D&rtlolP&don: Medical 
rll(;Ord aervlces. 

4&2.25 Coa.d.ltton oC particlp&tlon: Phanna.­
ceutical aervtcea. 

482.215 Condit.loo o! part1elpatlou: 
R&dlologic semces. 

~.2'1 Conc1ltlo11 or partic11111.tlon: I..&bora.· 
t.otT servtc1111. 

48lU.8 Condltlon or pa.rticiP&tlon: Food ud 
dietetic aervioee. 

'82.30 CoiadltioD ot p&r't!Clp&don: Otilla­
tion review. 

tm.tl Condit.Ion of JW't.1C1pat.lon: Pbyvlcal 
en'lrlronnienc. . 

'82.G Condition of pa.rr;lcfpatlon: IDteoUoal 
COD~l. 

Subpart D-Optlonal Hospital SeMcei 

482.51 CondJcion or pan.lc!patlon: Surgical 
services. 

'82.52 Cori.d1t1oo or part.lclim.tion: .AzlMtbe-
afa Bat'Vioes. · 

482.s.1 Cond.Jtlon of panlclpat.lon: Nuclear 
me4Jcine .sertleee. 

48%.6' Condition or 118l'tlclpat.1on: Outr 
patient ael'Vices. 

t&!.55 Cond1tloD o! l!UUCJpatlon: Emer­
C•DCY aervlcea. 

482.56 Condition of l)ILrtiolP1Ltion: Jteha.bW· 
tallloz:a eervtces. 

483.57 Condition o! particlpadon: R.ea­
plr&f.OtT care services. 

~ . ...... . 
·:. 

··~ 

4CUiO Special EK"OV1SJOQ8 applJ'~' 
chlat.ric hosp! t&ls. : . ·., 

4112.61 CoDdltion or pa:Uclp&tloll:°: 
medical nc:ord reqoqiramen.ii,." 
ohlatnc hospitals. •_:,., 

ta.a CondltloD ot parr.[cfiaUo.ii~ 
at&!! requlrement.s ror pay ·• .,, 
plt&ls. 

4CUl8 S~al 1"8Cluiremeiit.a for 
v1dera of lonr-ierm care ~i'. ·· 
("BWiaB·bed8'")_ -< 

A'ln'HONTY: Secs. 1102. 1136, 11as;·.i" 
1881 (e), Ct), Uc), <r>. (V)(\)(0), (:c);; ' 
186t, lBTl. 1883. 1888, 1903<aX30J, &11d .. -. 
i.he Social Sec11rtt;y Act (4Z U.S.C. 
6, 1938, 1395C(a.)(6), 1395.E (e), <6. ··(11: 
f9'XlXG). Cz), &nd Cee), 1385&&. 13BSbli;, 
139Stnr. 1998aCa)(30). and 1391(a)). ·;: 

SOURCE: 61 i'& Zl.otz. JllQe lT. l.I; 
oQerw18e noied. )' 

1483.1 Baal& and aeape. 
(&) Ba.sis in legislation.. (1) . S 

1861(e) of the Act prov.Idea th&ti-:1' 
{l) Hospi ta.ls participating iii-~ 

care must meet cert.ain apeala··· 
quirementa; and · -.. 

(ii) The Secretary ms.y impose~ · 
tlonal requ.lrements 1! they are'; 
necessary iD the interest or the ·11· 
ud. uJ'ety or the individuale wli'o 
fUrniahed services i!l hospitals. ~ 

(2) Section 1861CO of the Act Iii~. 
.tha.t an institution partlcipa; ~ 
Med.lea.re as a. psyoh1atric h0s 
mast meet certa.111 speei.tled ·~ 
ments imposed. on hoapit&Js und . 
ti.on 1881Ce), must be primarlJ.Y e ··· 
ill proVidJng, by or wider the.,,. .. 
Tision or .. phYslcian, psychiatric·.: 
icea for the diag!losls and treatme_ .. 
111ent.ally 111 persons, must ma.hi .. 
clinical records and other recordsi~ 
the Secretary tlnds nece88&l7, ;,: . 
muat 111eet at&fttng requirement.a 
the Secretary tl.Dds nece88&rJ' to· ~­
out &D active program of trea~enf 
1nd1Yidoals who SJ'e fUrnlshed s .... 
1n the hosplt&l. A distinct pa.rt o!j~ 
i!latttution can participate u a :· 
chiatric bospi tal if the institiltlo 
meeca the specified 186l(e) req .... 
ments a.nd is prim&rlly e~d in .. 
vidlng psychiatdc aerv:lces, a.ad 1f .· .. 
distinct part meets the records a.A 

-.-· 
19yt: 

(S): .-
""¢· 
)Ill tiJ 
~· 
lledl< 
flit pa ..... 
,one 
fto,16 

(b) 
sari : 
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5~ng requirements that the Sec­
retarY f1nde necessary. 

(3) Section 1905(&) or the Act provides 
tha.t "medic&l aaaistanoe" <Medicaid) 
payments may be applied to \t&rlous 
bospital services. Regulations 1nter­
pret1Jl8' thOBe provisions specify that 
hospitals receiving payment under 
Medicaid niuat meet the requirements 
for participa.tlon in Medica.re (except in 
the case of medical supervla1on or 
i:ull1le-inidw1fe aer.vioee. See l§440.10 and 
4(0.165 or thia chpa.ter.). 

(b) Scope. Except as provided in sub­
part S o! pa.rt 405 or .thie chapter, the 
provillions of this part serve &a the 
b&B1s or survey activities !or the pur­
pose of det.ennlmng whether a hoBJ)ltal 
qu&llfiea for a provider agreement 
under Medicare and Medicaid. 

t481-2 ··PNvllllon of emergency &e'9-
·lcea bJ nonpanlalpatln1 llmpltals. 

(a) The services of ui lnatitution tba~ 
does not ha.ve an agreement to partici­
pate in the Medicare program may, 
nevertheleaa, be relmbW"Bed under the 
program 1!-

(1) The services are emergency aerv­
tces; and 

(2) The 1DBtitut1oD meets the reQUire· 
ments or section 186l(e) (1) through (5) 
a.nd ('J) or the Act. Rules applioable to 
emergency services turnished. by 
nonparticipa.tlng hospitals are aet forth 
iD subpart G o:l' part 424 of tb1a chapter. 

applie&ble standards th&t are required 
by State or local laws. 

§ 482.JJ Condition of partlclpatloa: 
Go\'el'Dlng body. 

The hoapital must h&ve an effective 
governing body legally respoDSJble for 
the conduct of the hospital aa an insti­
tution. However, 1! a hospital does not 
have an onra.nized governing body. the 
persons leg&llY responsible tor the con­
duct or the hospital must carry out the· 
functiona specified ln this Part that 
perca.ln to the governing bodY. 

(a) St.ondaTd: MediCC2Z 1'41/. The gov­
erning bod.Y must: 

(1) Detennine, in acaorda.nce with 
State law, which ca.tegoriea of practl· 
tioners are eligible can~a.tes for &P­
pointment to the medical st.arr; 

(2) Appoint members or .the medical 
eta.fr art.er conaidering the rec­
. ommendations or the existing mernbers 
of the zned.Jcal staa; 

(3) ABBW'e that the medical staff he.s 
byla:ws; 

(4) Approve medical sta!l" bylaws azid 
other medical eta.ff rules and regul&­
tione: 

(5) Ensure that the medical ataf[ is 
accountable to the goveruinr body tor 
the e1uali ty or care provided to ~ 
tient.s; 

(6) Ensure the criteria for selection 
a.re individual cbamct.er, oo.rnpetence. 
training, experience. and judgment; 
and {b) Seeton ff0.170(e) of this chapter 

deflnea emergency hospital aerv:fces for 
PIU'DO&eB of Medicaid reimbW'Beznent. 

(7) Ensure that under no oir­
cumBtancea is the aooorda.Dce of stafr 

[51 FR 22Dl2. June n. 19116. as amended at 53 membemhip or professional privileges 
FR 8M8. Ma.r. 2. 1988] 1n. the hospital depeDdent solely upon 

Subpart I-Administration 
I 48Z.ll Ccmditlon of participation: 

~llance with Federal, State and 
1 laws. 

certlfJ.cation, fellowship, or member­
ship in a specialty body or eociew. 

(b) Standard.: Chief ezecutive officer. 
The goverui11g bodY mu.at appoint a 
chief executive officer who is respon­
sible for managing the hospital. 

{a) The hospital must be in oompli- (c) Sta.nda.rd: CaTe of pcitients. In ac-
11.Doe With a.ppllcable Federal la.ws re- cord&Dce with hospital policy. the rov­
lated to the health and aa.f'etY ot pa.- ern1nc body must ensure tha.t the rol-
tiente. . ~'SJ.. ~lowtnr ree1u.trement8 are met: 

Cb) The hospit&l must be-~ (1) Every Medicare patient la under 
(1) Licensed; or the care or: 
(2) Approved as meeting stand&rds for Ci) A doctor of med1cine or osteop-

llcensing eatablished by the agency of a.thy (Thia provision is not to be con­
the State or locality responsible for li· sttued to limit the authority or a doc­
ceD81n1r hospitals. tor of medicine or oeteopatby to dele-

(c) The hospital muet a.ssure that gate taeka to other qualified health 
J>ef8onnel are licensed or meet other ca.re personnel to the extent reoo8111:r.ed 
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under State la.w or a. State's regul&tory 
mechanism.); 

(U) A doctor or dental surgery or den­
tal medicine who is legB.llY authoriz.ed 
to practice dentistry by the Sta.te and 
who is acting with1D the scope or his or 
her license; 

(Ui) A doctor or podiatric medicine, 
but only With respect to f'llncttona 
which he or she 1a legally authorized by 
the State to perform; 

(Iv) A doctor o{ optometry who is le· 
gallY authorised to practice optometry 
by the Sta.te in which he or she prac­
tices: 

(v) A chiroJ)l'actor who Je licensed by 
the State or legally a.uthorUed co 119r­
rorm the seriieea or a. chiropractor, but 
only with respect to treatment by 
means or manual ma.ntpolation or the 
aplne to correct a sublwratton dem­
onstrated by x-ray to exist. 

(2) Pa.tl8Dt8 are &dmJtted to the hos­
pital only on the recommendation of a. 
llcenaed practitioner permitt.ed by the 
State to admit patients to a hospital. 
I! a Medicare patient ls admltted by a. 
practitione:- not specifled in :r;aaragra.ph 
(o)(l) or this section, that patient 1a 
under ·the care or a doccor of med.iciDe 
or osteopathy. 

(8) A doctor or medicine ·or oar.oop­
a.thy ts 011 duty or OD ca.ll at all times. 

(4) A doctor or medicine or oateop­
a.thy is responsible for the ca.re of each 
Medicare -pa.tleat with respect to &DY 
medic&l or psychiatric problem tha.t- · 

(1) is present on adm1ssion or devel­
ops during hospita.Uu.tion: and 

(ii} Is not specifically within the 
scope or practice of a. doctor or dental 
surgery, dental medicine. podiatric 
medicine or optometry, or a chiro­
pr&otor, as tha.t scope is--

CA) Denned by the medica.l stare; 
(B) Permitted by State law: &11.d ·. 
(C) Limited. under paragraph ·ccXl)(v) 

or this section, with respect to chiro-
practors. . 
. (6)(1) To identify pote11.tial organ do­

nors as defined in §485.302 or this chap­
ter. the hospital has writtea protocols 
tha.t-

(A) Assure tha.t the family or ea.ch 
potential organ donor knows o{ its op. 
tlon either to donate organs or tissues 
or to decline to don&te; 

CB) Encourage discretioa a.nd sen· 
sitivlty with respect to the cir-

cwnst&nces, views and beUefa ~ '' 
Ca.m1l1es or potential donors; a.ncti ... ~, 

(Cl Require that a.a organ: ~ 
ment organiza.tion deaignated.;by 
Secreta.ry under §t85.308 of this ... 
be notified of potegti&l orga.a do · · · 

cm In the Case or a. hospital in .. 
organ tra.nsplants a.re puforni · 
hospital must be a member::.o 
Orran Procurement a.ad· · 
ta.tion Network established ·wide 
tlon 372 · o{ the Plibllc Health·< 
Act a.nd a.bide by its rules &Dd­
menta. · ,,;:; 

(iii) For purposes or this ·:ala 
graph, the t.erm "orgaii" . ·• 
hums.a kidney, liver,. heact~·.,1 " 
p&llCl"ll&S. ···,:·.; .. "J 

(4) Standard: ln.stitudcmal~ p · 
b'"'9et. 'Dbe · institution mw!t:•lii' 
overall Institutional pla.n ~t·~ 
the followtll.g' conditloDS: · ·•~::: 

Cl>" Tbe plan must include an.: 
opera.tlng budget that 1a pre · 
cordillg' to generally accepted: ··· 
lng principles. >'.• ti.· 

(2) The budget must iaclud8J.· 
ticipa.ted income a.nd expemei. 
provision does not require? thi 
budget identify item by item .tb'6 
ponenta or each antlciP&ted·in · 
e.zpense. ~ . ·: 

(3) ·Tbe pl&n must provide:. for .. : 
expeadituies for at least a. :s.,· · 
riod, including the year la ·whl · 
01'8rating budget .specf.f1ed ;,ifi~ 
graph (dX2) or this section· ·iS)a · 
ble ·.;•=-·ii·• 

c4> The pl&D must inohid.e':<"' 
tlfY in detaJl the objective 9(,,~· ... 
.aoticlp&t.ed sources or financ 
each anticipat.ed capita.J. expend!.· 
excess or S000,000 .(or a .l~i'; 
th&t is established. in accorda.n 
seotion 112:2(gXl) of ·the Act~.:~ 
Stat.e in which the hoapita1:1a,;l 
tha.t relates to any or the folld :·. :. 

. (l) ACQuiBition or laud: ._,,,•n'{t. 
(ii) Improvement or land, bJii.l', 

and equipment; or : .-_,;_·;: 
(111) The replacemeat, moder .... -

a.nd expansion or bllildinga a.u!i::! 
ment. · :~~id' 

(5) The plan must be sub~~f41 
revi~w to the pla.nning are~ct 
ignated in ~oordance with.:~. 
1122(b) of the Act, or 1C an agenc~ · 
designat.ed, to the appropria.~R. 
pl&DD1ng agency in the State . .:<·' 

378 

~ 005/005 

IOD of 
11 aot 
"peri 
paUtD 
lllf'IOI 
..... ill 
• ll~ 
GDIOJ 
cc:MP> 
llOUOI 
l)llpai1 
lcal eJ 
cllJUei 
OMPl 
eooaor 
.ue r 
CMPtl 

(l)T 
lllOD .. 
on· 

sad er 
tlODi 

OU> 
prtvUe 
avail& 

<M 
ti• &I 
or 

<•n 
more 
Dl"Ovid 

(8)1 
d&t.ed 

<TJ 1 
·mt 
&Ill bo 

CU> l 
nteDt 
ldmlll 
ac.i1r ( 

(11) ; 

1overi 
eemc 
wbettl 
mider 
m11Bt 
lo8I (: 
&Dd J1 
ih&t 
wtl.h 
Uclpa 
tn.ott 

(1) • 

Cbt 
COQtri 

fectiv 
(2) -~ 

or a.i: 



03121194 12:00 '5"202 401 7321 HHS ASPE/HP 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
ASSISTANT SECRETARY FOR PLANNING AND EVALUATION 

OFFICE OF HEALTH POLICY 

PHONE: (202) 690-6870 FAX: (202) 401·7321 

Date: 

From: shtJ.r-MV-~ To: 

Phone: (202) 690· ___ _ Phone: ----------
(202) 690-6870 

FAX: (202) 401-7321 Fax: 

Number of Pages (Including Cover): _ ......... \ __ 

Comments: 

~ 0011002 



.I 

03/21/94 12:01 

' 
'6'202 401 7321 HHS ASPE/HP 

4 .• 

BLS 

Medium and Large Firms (1991) 

--1% no mental health hospital care 
--2% no mental health outpatient care 
--Less than 0.5% no inpatient detox 
--21% no inpatient alcohol rehab 
-·21% no outpatient alcohol 
--22% no inpatient drug 
--23% no outpatient drug 

Small Establishments (1990) 

--2% no mental health hospital care 
--3% no mental health outpatient care 
--1% no inpatient detox 
--20% no inpatient alcohol rehab 
--26% no outpatient alcohol 
--23% no inpatient drug rehab 
--29% no outpatient drug 

State and local governments (1990) 

--1% no mental health hospital care 
--4% no mental health outpaitnet care 
--less than a.st no inpatient detox 
--17% no inpatient alcohol rehab 
--23% no outpatient alcohol 
--19% no inpatient drug rehab 
--24% no outpatient drug 

~ 002/002 



Substance Abuse Provisions in the Health Security Act 

Description of Substance Abuse Benefit 

• The Health Security Act takes serious steps toward creating 
a comprehensive alcohol and drug abuse benefit by covering a 
broad range of treatment options and by eliminating pre­
existing condition exclusions and lifetime limits that today 
restrict the access of individuals with substance abuse 
disorders to needed services. 

• Currently, many Americans have no insurance coverage for 
substance abuse treatment. Twenty-one percent of people 
receiving coverage through medium and large firms have no 
coverage for inpatient rehabilitation or outpatient care for 
substance abuse (BLS 1991). 

• By January 1, 2001, the Health Security Act replaces current 
insurance market strategies of annual day limits with a 
managed benefit. In addition, higher copayments and 
coinsurance that apply initially for certain services are 
reduced, and limitations on applying certain expenses to the 
annual out-of-pocket maximum on cost sharing are eliminated. 

• Until January 1, 2001, the Act emphasizes a wide range of 
innovative treatment options, such as day treatment 
programs, partial hospitalization, ambulatory 
detoxification, and relapse prevention. 

• Health plans are encouraged to use the wide array of 
treatment options to provide individuals with a continuum of 
care -- that is both appropriate for an individual's needs 
and cost effective -- through substitution of inpatient and 
residential days for treatment in other settings. 

• Thirty days of inpatient and residential treatment may 
be reduced by one day for every two days of intensive 
nonresidential treatment or by one day for every four 
days of substance abuse counseling and relapse 
prevention. 

• An additional 30 days of inpatient days and 60 days of 
intensive nonresidential days are available in certain 
circumstances. Thirty visits of group therapy for 
substance abuse counseling and relapse prevention are 
covered for individuals who have received other 
treatment within 12 months. 

• Significantly, no day or visit limits apply to medical 
management, diagnosis, screening and assessment, and 
crisis services. 



Other Substance Abuse Services 

• In addition to the substance abuse services in the 
comprehensive benefit package, the Health Security Act 
includes initiatives for improving access to substance abuse 
services. 

• The Act provides funding for services to remove 
barriers to care, such as community and patient 
outreach, transportation and translation services. 

• The Secretary of Health and Human Services is 
authorized to make grants for the development of school 
health service sites. Criteria for grant awards 
include the provision of health and social services, 
counseling services and necessary referrals, including 
referrals regarding substance abuse. 

• Other school-based programs focus on educating school 
children about substance abuse, including tobacco and 
alcohol use. 

• Funding is increased for the National Institutes of Health 
prevention research, including substance abuse prevention 
research. 

• We understand, however, that the Health Security Act will 
not meet all of the needs of hard-core drug users. 
Therefore, the President's 1995 budget includes $355 million 
for treatment of hard-core users. This is the largest 
increase ever proposed. 



The Health Security Act 

Summary of The 
Mental Illness and Substance Abuse Provisions 

Mental illness and substance abuse disorders will affect more 
than 50 million Americans this year. Left untreated, these 
illnesses are responsible for countless numbers of lost lives and 
billions of dollars in lost work days and productivity. The 
Health Security Act recognizes the economic and personal impact 
of mental illness and substance abuse disorders and makes 
treatment for them an integral part of health care in America. 

The goal of the Health Security Act's mental illness and 
substance abuse benefit is to provide full and flexible coverage. 
The benefit encourages the use of proven, cost-effective, 
treatment alternatives. 

Coverage for mental illness and substance abuse disorders 
includes screening and assessment, crisis services, inpatient and 
residential treatment, intensive non-residential treatment, 
outpatient treatment, case management and collateral services. 
And, unlike today, there are no lifetime limits on these 
services. 

By January 1, 2001, day and visit limits, deductible days 
specific to this benefit and higher cost sharing are eliminated. 
Expenses not initially counting toward annual out-of-pocket 
limits will apply toward annual out-of-pocket limits. 

INPATIENT 

Under the Health Security Act, coverage for inpatient services, 
hospital and residential, are to be provided in the least 
restrictive setting that is effective and appropriate for the 
individual and if less restrictive intensive non-residential or 
outpatient treatment would not be effective or appropriate. 

HOSPITAL 

Mental Illness: Before January 1, 2001, the comprehensive benefit 
package provides for 30 days annually of inpatient or residential 
treatment. Cost sharing depends on the option selected. 1 An 
additional 30 days of inpatient or residential treatment may be 
approved, if a health professional designated by the health plan 
in which an individual is enrolled determines either that: 

1) the individual poses a threat to his or her own life or 
that of another; or 

2) that the medical condition of the individual requires 
inpatient hospitalization in order to initiate, alter, 
or adjust pharmacological or somatic therapy. 
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Under plans which have a higher cost sharing, the individual must 
pay a one day deductible for each inpatient admission. 

Substance Abuse: Before January 1, 2001, the substance abuse 
provision of the comprehensive benefit limits hospitalization to 
medical detoxification associated with withdrawal from alcohol or 
drugs that involves psychiatric complications. Hospitalization 
for medical detoxification that does not involve psychiatric 
treatment is covered under the general benefit and the days do 
not count against the annual day limit for treatment of mental 
illness and substance abuse disorders. Under the plans with a 
higher cost sharing schedule, a one day deductible applies. 

RESIDENTIAL 

Mental Illness and Substance Abuse: Residential treatment options 
include treatment centers, detoxification centers, crisis 
programs, therapeutic family or group treatment homes, community 
residential treatment or recovery centers for substance abuse. 
Before January 1, 2001, the same limits and cost sharing apply to 
residential treatment as apply to hospitalization. 

INTENSIVE NON-RESIDENTIAL TREATMENT 

Mental Illness and Substance Abuse: Intensive non-residential 
treatments include partial hospitalization, day treatment, 
psychiatric rehabilitation, home-based services, ambulatory 
detoxification and behavioral aide services. 

These treatments are provided only for the purpose of averting 
the need for, or as an alternative to, treatment in hospitals or 
residential inpatient settings; to facilitate the earlier 
discharge of an individual receiving inpatient or residential 
care; to restore the functioning of an individual receiving 
inpatient or residential care; to restore the functioning of an 
individual with a diagnosable mental or substance abuse disorder; 
or to assist the individual to develop the skill and gain access 
to the support services the individual needs to achieve the 
maximum level of functioning of the individual within the 
community. 

Intensive non-residential treatment services will be provided by 
health plans if a health professional designated by the health 
plan determines an individual should receive such services. 

Before January 1, 2001, intensive non-residential services are 
covered as a substitution for inpatient days at the rate of two 
intensive non-residential days for one inpatient day, until the 
30 day annual aggregate inpatient day limit is reached. 
Individuals may receive up to sixty days of treatment using the 
substitution formula. 
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For example, an individual who has been hospitalized for seven 
days may convert his or her remaining 23 inpatient days to 
intensive 46 non-residential days. For those who select a higher 
cost sharing plan, a one-day deductible per episode applies. 

An additional 60 days of non-residential treatment may be 
provided if a health care professional designated by the health 
plan determines additional treatment is medically necessary or 
appropriate. The exchange of inpatient days does not apply to 
this second 60 days. However, these days are subject to a 50% 
coinsurance payment in higher cost sharing plans and $25 per 
visit payment for lower cost sharing plans. These cost sharing 
and other expenses do not count toward the annual out-of-pocket 
limit on cost sharing. Under higher cost sharing plans, a one-day 
deductible applies. 

OUTPATIENT 

Other Outpatient Services for Mental Illness and Substance Abuse: 
Based on an individual's need, the following outpatient services 
are available: screening and assessment, diagnosis, medical 
management, crisis services and somatic treatment services. These 
are covered following the standard cost sharing schedule but cost 
sharing for these services does not count toward the annual out-
of-pocket limit. ~-

Outpatient Psychotherapy and Collateral Services: Before January 
1, 2001, 30 psychotherapy or collateral services visits are 
covered annually. For psychotherapy and collateral sessions there 
is a 50% coinsurance payment in higher cost sharing plans and a 
$25 per visit payment for lower cost sharing plans. These cost 
sharing and other expenses do not count toward the annual out-of­
pocket limit on cost sharing. ~-

In order to prevent hospitalization or to facilitate earlier 
hospital release, additional visits may be made available by 
exchanging, at a 1 to 4 rate, inpatient days for outpatient 
psychotherapy visits following the same cost sharing schedule as 
the first 30 visits. Again, cost sharing for these services does 
not count toward the annual out-of-pocket cap. 

Outpatient Substance Abuse Counseling and Relapse Prevention: 
Before January 1, 2001, at the discretion of the health plan, an 
individual may receive substance abuse counseling and relapse 
prevention treatments by exchanging inpatient/residential days 
for outpatient visits on a 1 to 4 basis until the 30 day 
inpatient/residential annual limit is reached. 
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Within 12 months after an individual receives residential or 
intensive non-residential treatment, 30 group therapy session are 
covered for substance abuse counseling and relapse prevention. 

Intensive non-residential and outpatient detoxification may only 
be provided in the context of a treatment program. 

Cost sharing for these services does not count the toward annual 
out-of-pocket limit. 

Case Management 

Case management services are to be offered by health plans. 
However, health plans have the discretion to determine if a 
specific individual enrolled in a health plan should receive such 
services. These services include those that assist individuals in 
gaining access to needed medical, social, educational and other 
services. 

Other Provisions Related to Mental Illness and 
Substance Abuse 

Financial Assistance for State Mental Illness and Substance Abuse 
Activities: Section 3501 of The Health Security Act authorizes 
the Secretary of Health and Human Services to use funds from the 
Public Health Service Initiatives Fund to award grants to States 
for activities related to mental illness and substance abuse 
including those: 

o To increase the access of individuals to transportation, 
community and patient outreach, patient education, translation 
services, and such other services as the Secretary of Health and 
Human Services determines to be appropriate. 

o To improve the capacity of State and local service systems to 
coordinate and monitor mental illness and substance abuse 
services, including improvement of management information 
systems, and establishment of linkages between providers of 
mental illness and substance abuse services and primary care 
providers and health plans. 

o To provide incentives to integrate public and private systems 
for the treatment of mental illness and substance abuse 
disorders. 

In fiscal year 1995, $100 million is authorized to be 
appropriated; in fiscal year 1996, $150 million is authorized and 
for fiscal years 1997 through 2000, the authorization is $250 
million for each year. 



Page 5 12/28/93 

State Plans for Mental Health and Substance Abuse Integration: 
Section 3511 of the Health Security Act states that in order to 
qualify to participate in the overall health care plan, by 
October 1, 1998 each state must submit a plan to the Secretary of 
Health and Human Services. The plan must show how the state will 
achieve the integration of the state and local mental illness and 
substance abuse services with the mental illness and substance 
abuse services included in the comprehensive benefit package. 

Pilot programs to demonstrate model methods for achieving the 
integration of the mental illness and substance abuse services of 
states with the services included in the comprehensive benefit 
package will be established by the Secretary of Health and Human 
Services. 

Financial Assistance For School Health Service Sites: Sections 
3684 and 3685 of the Health Security Act empower the Secretary of 
Health and Human Services to make grants to State 
health agencies or to local community partnerships to develop 
school health services sites. Criteria for grant awards will 
include provision of health and social services, counseling 
services, and necessary referrals, including referrals regarding 
mental illness and substance abuse. 

Privacy Of Information: Section 5120 of the Health Security Act 
details the overall health information system privacy standards. 
No ''individually identifiable health information" shall be 
disclosed unless it is authorized by the individual to whom the 
information pertains. Section 5123 of the Act specifically 
includes "the past, present, or future physical or mental health 
of the enrollees'' in the definition of "individually identifiable 
information". 

1 cost Sharing - Individuals may choose the level of cost sharing most 
appropriate for them. The three cost sharing options are: 

Higher Cost Sharing (Fee For Service) - Patients pay 20% of the cost of 
each visit after the $200 individual deductible or $400 family 
deductible is reached. They pay nothing after they reach the annual out­
of-pocket maximum of $1,500 for an individual or $3,000 for a family. 

Combination Cost Sharing (Doctor Network/Preferred Provider 
Organization) - This plan offers low co-payments ($10)- with no 
deductible - if patients use the doctors within the network ("preferred 
providers"). If patients choose doctors outside the network, they have 
higher co-payments (20% of each visit) - once they've paid the $200 
individual deductible or the $400 family deductible. They pay nothing 
once they've reached their out-of-pocket maximum (see above). 

Lower Cost Sharing (Health Maintenance Organization) Patients pay no 
more than $10 for each doctor visit. There are no co-payments for 
hospital and no deductible has to be met. 



MENTAL ILLNESS AND SUBSTANCE ABUSE 

Problems in the Current Market 

Today's insurance market creates barriers to treatment for 
mental illness through lifetime day or dollar limits and through 
preexisting condition exclusions. 

• 84% of health plans in the current market report day or 
dollar limits on psychiatric inpatient care 
(Hay/Huggins 1993). 

• Of those reporting day limits, 61% ~llow 30 or fewer 
days (Hay/Huggins 1993). 

• 95% of medium and large firms report visit or dollar 
limits on outpatient treatment for mental illness 
(Bureau of Labor Statistics (BLS) 1991). 

• 48% provided 30 or fewer outpatient visits (BLS 1991). 

Current coverage for substance abuse treatment is even more 
limited. 

• Many people have no insurance coverage for substance 
abuse treatment. 21% of people receiving health 
insurance through large and medium-sized firms have no 
insurance coverage for substance abuse inpatient 
rehabilitation or outpatient care (BLS 1991). 

• Those who do have coverage face severe restrictions. 
10% of participants in the BLS survey reported lifetime 
day limits, 14% reported limits on the number of 
treatments, and 22% reported lifetime dollar limits. 

Comprehensive Coverage Through the Health Security Act: The 
Mental Illness and Substance Abuse Benefit 

The Health Security Act covers a broad range of treatment 
options and eliminates preexisting condition exclusions and 
lifetime limits that today restrict access of individuals with 
mental or substance abuse disorders to needed services. 

The mental illness and substance abuse benefit in the Health 
Security Act includes inpatient and residential treatment, 
intensive nonresidential treatment, and outpatient services, 
including screening and assessment, diagnosis, medical 
management, psychotherapy, crisis services, collateral services 
and case management. Significantly, medical management (even for 
the severely ill), diagnosis, screening and assessment, and 
crisis services are not subject to annual day and visit limits. 



By January 1, 2001, the Health Security Act replaces current 
insurance market strategies of annual day limits on inpatient, 
residential and intensive nonresidential treatment, psychotherapy 
and substance abuse counseling and relapse prevention with a 
managed benefit. In addition, higher copayments and coinsurance 
for psychotherapy, collateral services and some intensive 
nonresidential treatment days are reduced, and limitations on 
applying certain expenses to the annual out-of-pocket maximum on 
cost sharing are eliminated. 

Until January 1, 2001, the Act emphasizes a wide range of 
innovative treatment options, such as case management, partial 
hospitalization, day treatment programs, and home-based and 
behavioral aide services -- including services that are important 
to the treatment of seriously emotionally disturbed children. 
Providing coverage for this array of treatment options represents 
a new direction for the delivery of mental illness and substance 
abuse services and creates incentives for the development of 
needed capacity. 

Health plans are encouraged to utilize the wide array of 
treatment options to provide individuals with a continuum of care 
-- that is both appropriate for an individual's needs and cost 
effective -- through substitution of inpatient and residential 
days for treatment in other settings. Thirty days of inpatient 
and residential treatment may be reduced by one day for every two 
days of intensive nonresidential treatment or by one day for 
every four outpatient visits for psychotherapy or substance abuse 
counseling and relapse prevention. 

Beyond the services covered through substitution, additional 
treatments are covered to provide ongoing and appropriate 
support. A maximum of thirty additional inpatient days are 
covered for particularly vulnerable individuals. A maximum of 60 
additional days of intensive nonresidential treatment are 
available. Again without substitution, thirty visits of 
psychotherapy and collateral services are covered for an 
individual, and 30 visits in group therapy are covered for 
substance abuse counseling and relapse prevention for individuals 
who have received other treatment within 12 months. 

Through universal coverage, larger numbers of individuals 
with severe disorders will obtain access to services. While 
there is promising experience in the private sector with a 
flexible managed mental health and substance abuse benefit, there 
is less experience and data on the use of this approach for 
individuals with severe mental illness or chronic drug and 
alcohol addiction. Given this uncertainty and consistent with 
our conservative approach in all of our estimates, we have 
included protections like a one-day deductible in order to remain 
conservative in estimating the cost of the benefit. Within this 
framework, we have developed a benefit structure that encourages 
flexibility and management so that by January 1, 2001 the benefit 
no longer needs to rely on specific day and visit limits. 



Initiatives for Improving Access to Mental Illness and Substance 
Abuse Services 

In addition to the mental illness and substance abuse 
benefit, the Health Security Act includes initiatives for 
improving access to mental illness and substance abuse services. 

The Act provides funding for services to remove barriers to 
treatment for mental illness and substance abuse, including 
community and patient outreach, transportation and translation 
services. 

The Health Security Act requires states to submit a plan by 
October 1, 1998 to demonstrate how they will integrate state and 
local mental illness and substance abuse services with the mental 
illness and substance abuse services included in the 
comprehensive benefit package. 

The Secretary of Health and Human Services is authorized to 
make grants for the development of school health service sites. 
Criteria for grant awards include the provision of health and 
social services, counseling services, and necessary referrals, 
including referrals regarding mental illness and substance abuse. 
Other school-based programs focus on educating school children 
about substance abuse, including tobacco and alcohol use. 



November 23, 1993 

Dear Senator Kennedy: 

The Administration shares your goal of creating a 
comprehensive and flexible mental illness and substance abuse 
benefit. The provisions in the introduced version of the Health 
Security Act take serious steps toward this goal by covering a 
broad range of treatment options and by eliminating pre-existing 
condition exclusions and lifetime limits that today restrict the 
access of individuals with mental or substance abuse disorders to 
needed services. 

The mental illness and substance abuse benefit in the Health 
Security Act includes inpatient and residential treatment, 
intensive nonresidential treatment, and outpatient services, 
including screening and assessment, diagnosis, medical 
management, psychotherapy, crisis services, collateral services 
and case management. Significantly, medical management even for 
the severely ill, diagnosis, screening and assessment, and crisis 
services are not subject to annual day and visit limits. 

By January 1, 2001, the Health Security Act replaces current 
insurance market strategies of annual day limits on inpatient, 
residential and intensive nonresidential treatment, psychotherapy 
and substance abuse counseling and relapse prevention with a 
managed benefit. In addition, higher copayments and coinsurance 
for psychotherapy and collateral services are reduced. 

Until that time, the Act emphasizes a wide range of 
innovative treatment options, including case management, partial 
hospitalization, day treatment programs, and home-based and 
behavioral aide services that are important to the treatment of 
seriously emotionally disturbed children. Providing coverage for 
this array of treatment options represents a new direction for 
the delivery of mental illness and substance abuse services and 
creates incentives for the development of needed capacity. 

Health plans are encouraged to utilize the wide array of 
treatment options to provide individuals with a continuum of care 
-- that is both appropriate for an individual's needs and cost 
effective -- through substitution of inpatient and residential 
days for treatment in other settings. Thirty days of inpatient 
and residential treatment may be reduced by one day for every two 
days of intensive nonresidential treatment or by one day for 
every four outpatient visits for psychotherapy or substance abuse 



counseling and relapse prevention. 

Beyond the services covered through substitution, additional 
treatments are covered to provide ongoing and appropriate 
support. A maximum of thirty additional inpatient days are 
covered for particularly vulnerable individuals. A maximum of 60 
additional days of intensive nonresidential treatment are 
available. Again without substitution, thirty visits of 
psychotherapy and collateral services are covered, and 30 visits 
in group therapy are covered for substance abuse counseling and 
relapse prevention for individuals who have received other 
treatment within 12 months. 

Through universal coverage, larger numbers of individuals 
with severe disorders will obtain access to services. While 
there is promising experience in the private sector with a 
flexible managed mental health and substance abuse benefit, there 
is less experience and data on the use of this approach for 
individuals with severe mental illness or chronic drug and 
alcohol addiction. Given this uncertainty and consistent with 
our conservative approach in all of our estimates, we have 
included protections like a one-day deductible in order to remain 
conservative in estimating the cost of the benefit. Within this 
framework, we have developed a benefit structure that encourages 
flexibility and management so that by January 1, 2001 the benefit 
no longer needs to rely on specific day and visit limits. 

In your letter, you asked for clarification in the 
provisions on the benefit on the following issues: 

1. There are no deductibles in the lower cost sharing 
option. 

2. The Act includes no provisions regarding means-testing 
for mental illness and substance abuse benefits. Of 
course, individuals may receive premium discounts, and 
those on AFDC or SSI pay only $2 copayments in lower 
cost sharing plans. 

3. Lower cost sharing plans do not require a copayment for 
the first 60 days of intensive nonresidential treatment 
for mental illness and substance abuse and do not 
require the payment of a one-day deductible. Higher 
cost sharing plans require the payment of 20% 
coinsurance for the first 60 days and the payment of a 
one-day deductible. Expenses for the first 60 days of 
intensive nonresidential mental illness treatment that 
an individual incurs prior to satisfying an applicable 
deductible and copayments and coinsurance may be 
applied toward the out-of-pocket limit on cost sharing. 

4. The Act does not define the terms "somatic treatment 
services" or "somatic therapies", which are used in 
section 1115(c) and (e). These terms are not defined 
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in the Act in order to accomodate changes in future 
technology and treatment patterns. 

In addition to the mental illness and substance abuse 
benefit, the Health Security Act also provides funding for 
services to remove barriers to treatment for mental illness and 
substance abuse, including community and patient outreach, 
transportation and translation services. Other initiatives 
include school-based programs aimed at educating school children 
about substance abuse, including tobacco and alcohol use. In 
addition, the National Institutes of Health will fund mental 
illness and substance abuse prevention research. 

I appreciate your concern and look forward to working with 
you on these issues in the future. 

Regards, 

Ira C. Magaziner 
Senior Advisor for Policy 
Development 
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WASHINGTON, DC 205 10 

November 17, 1993 

Ira Magaziner 
Senior Adviser for Policy Development 
The White House 
Washington, D.C. 20500 

Dear Ira, 

We have reviewed the 11/14/93 release of changes in the Mental 
Illness and Substance Abuse Provisions in the Health Security 
Act. 

As you are aware, the Senate Working Group on Mental Health 
believes that comprehensive and flexible benefits provided under 
a well-managed system are vei:y achievable, and would be more 
effective and more cost efficient than the plan presented in the 
Health Security Act. Tho enclosed testimony and summary of the 
November 8 hearing before the Senate Committee on Labor and Human 
Resources highlight our case for such benefits. 

In addition, we are concerned that there are a number of problems 
with the Health Security Act that must be addressed, even in the 
context of a traditional benefits plan that relies on day limits, 
heavy deductibles and co-payments to restrict utilization. While 
we recognize your serioua attempt to deal with difficult issues 
in the 11/14 document, we still have concerns with the revised 
model. Several significant aspects of the plan should be changed 
in order to meet the Administration's own goals of security and 
simplicity. 

We would appreciate your consideration of the following issues 
and questions: 

INPATIENT SERVICES 

1. Meeting the criteria !or additional days: The revised 
benefits provide 30 days of inpatient treatment. An additional 
30 days may be approved if a health professional dete:r:mines that 
the patient either poses a threat to his or her own life or that 
of another, or requires hospitalization to initiate, alter or 
adjust pharmacological or somatic therapy. 
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Many situations exist where patients may be seriously disturbed 
with a medical or psychological necessity for inpatient care but 
would be unable to meet the stated definition and acceaa the 
additional 30 days. 

2. Deductible: The revised plan continues to require a one-day 
deductible for inpatient care. 

As Hewitt Aseociates strongly stated at the November 8 hearing, 
they know of no plan that now uses the one-day deductible as a 
way to keep costs down. Tha ona-day daductible is likely to save 
$5 per covered life, yet would put an unconscionable burden on 
those who can least afford it -- emotionally or financially. 

INTENSIVE NON-RESIDENTIAL SERVICES 

1. Differential treatment costs: The types of treatment listed 
are not actuarially equivalent yet are made so by the 2 for l 
substitution. The listed treatmants vary greatly in actual cost. 
For example, partial hospitalization, day treatment, and 
psychiatric rehabilitation services are likely to be more 
expensive than a second group ot non-residential services, namely 
the home-based, ambulatory detoxification and behavioral aide 
services. If the equivalent cost of services is the basis for 
this trade-off, we would suggest that for this second group, l 
inpatient day should be equal to 4 days of alternative care. 

2. Deductible and co-insurance: The 1-day deductible and the 
50\ co-payment for the second 60 days continue the asswnption 
that th~ plan mu:;t hit people hard at the beginning of trea·tmenl 
and at points during treatment in order to keep costs down. This 
model perpetuates the concept that people are frivolous in 
seeking help through these therapies. It also negates the entire 
concept of good, high quality managed care that provides the best 
treatment for tha patient nt that time in the patient's life. 

Patients will be financially forced into choosing a type of 
treatment becauBe of its co-payment or out-of-pocket cap rather 
than basing such serious decisions on what will help them get 
well. 

OUTPATIENT SERVICES 

1. Reduced nwnber of visits: We are seriously concerned that 
the number of visits for outpatient psychotherapy and collateral 
services h~s been cut in half. The original plan allowed for 30 
visits for each treatment modality. This reduction is a serious 
attack on a low-cost and yet highly effective plan benefit. 
Given the actuarial data concerninq outpatient psychotherapy, 
movinq to an increased benefit would make more fiscal and 
preventive sense than this reduction to a total of 30 visits. 

2 
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2. Limits and co-insurance: We are dismayed by the 
Administration's apparent unwillingness to recoqnize the wealth 
of data th~t show the financial advantQges of an open outpatient 
benefit and the unreasonableness of a limited 30-visit outpatient 
benefit and a 50\ co-insurance. The data speak both to the very 
low cos~ of removing the day l~mit and to the administrative 
niqhtmare that these limits and the collection of co-payments 
would create in exchange for little or no cost savings. 

3. Out-of-pocket cap: For both the outpatient benefits and the 
intens1ve non-r~aidential benefits, we feel strongly that not 
counting these expenses toward the out-of-pocket cap works 
adversely on those who need these benefits to improve their 
lives, perhaps, even to eave their lives. 

We do have several specific questions raised by the 11/14/93 memo 
we hope you will answer for us. 

QUESTIONS/CLARIFICATIONS 

1. In-patient deductibles What would be the deductible for the 
lo~ cost-sharing option? would it apply to each admission? 

2. Means-testing for benefits: Is there any plan to means-test 
any of the mental health and substance abuse benefits? 

3. Intensive non-residential co-payment: Do the deductible and 
co-payment paid by the patient during the first 60 days count 
toward their out-of-pocket cap? Is there a difference between 
the hiqh and low cost-sharing plans in te:r:ms of the one-day 
deductible and/or co-payment during the first 60 days? 

4. How does the plan define "somatic illnesses'' and "somatic 
treatments''? These are central to both the inpatient extension 
of days and to outpatient psychotherapy. 

SUMMARY 

we are very concerned that the mental health and substance abuse 
benefits as now presented will not qain the support of the 
American people for two primary reasons: 

(a) It would be less than many people now have; and, (b) it would 
create such additional bureducracy that cost savinqa in the first 
three years would be difficult to achieve. That would endanger 
the phase in of additional benefits in 2001. 

3 
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We ask that the health plan reflect the large research base that 
shows the importance of using psychological criteria aa well a& 
medical criteria for establishing treatment necessity. 

we urge you ~o re-examine this subject with an openness to new, 
more recent data, and with a willingness to take issue with those 
who encourage more administrative restrictions that add to the 
costs when the goal is to save money. We know that the idea 
behind the inclusion of mental health and substance abuse 
benefits is a good one. We fear, however, that the amended plan 
encourages treatment that may not be in the best interest of the 
patient and does it by artificially manipulating the patient's 
cost of obtaining c~~e. 

Thank you for your consideration of these important issues. We 
look forward to hearing from you. 

Sincer.ely, 

4 



TO: 
FROM: 
DATE: 

Melanne Verveer 
Jennifer Klein 
12/22/93 

Attached please find a summary of mental illness and 
substance abuse provisions of the bill. This should give you all 
of the information in one place. Christine Heenan is using this 
summary to write separate talking points on mental illness and 
substance abuse. 

Also, I asked Jason Solomon to send you the Q and A segments 
from the Washington Post. He left me an extra copy, so let me 
know if you did not receive it. 



The Health Security Act 
DRAFT *-DRAFT * DRAFT * DRAFT 

Summary of The 
Mental Illness and Substance Abuse Provisions 

Mental illness and substance abuse disorders will affect more 
than 50 million Americans this year. Left untreated, these 
illnesses are responsible for countless numbers of lives and 
billions of dollars in lost work days and productivity. 
The Health Security Act recognizes the economic and personal 
impact of mental illness and substance abuse disorders and makes 
treatment for them an integral part of health care in America. 

The goal of the Health Security Act's mental illness and 
substance abuse benefit is to provide full and flexible coverage. 
The benefit encourages the use of proven, cost-effective, 
innovative treatment alternatives. And, unlike today, there are 
no lifetime limits on these services. 

By the year 2001, all day and visit limits, and cost sharing and 
day deductibles specific to mental illness and substance abuse 
treatment, will be eliminated. 

Coverage includes: screening and assessment; crisis services; 
inpatient and residential mental illness and substance abuse 
treatments; intensive non-residential mental illness and 
substance abuse treatment; outpatient mental illness and 
substance abuse treatment; case management and collateral 
services. 

INPATIENT 

Coverage for inpatient services, hospital and residential, are 
provided in the least restrictive setting that is effective and 
appropriate for the individual; and, if less restrictive 
intensive non-residential or outpatient treatment would be 
ineffective or inappropriate. 

HOSPITAL 

Mental Illness: Before January 1, 2001, the comprehensive benefit 
package provides for 30 days per calendar year of inpatient or 
residential treatment following the standard cost sharing 
schedule. An additional 30 days of inpatient or residential 
treatment may be approved, if a health professional designated by 
the health plan in which an individual is enrolled determines 
either that: 

1) the individual poses a threat to his own life or that 
of another; or 
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2) that the medical condition of the individual requires 
inpatient hospitalization in order to initiate, alter, 
or adjust pharmacological or somatic therapy. 

Under some plans which have a higher cost sharing schedule, the 
individual must pay a one day deductible for each inpatient 
admission. 

Substance Abuse: Before January 1, 2001, the substance abuse 
provision of the comprehensive benefit limits hospitalization to 
medical detoxification associated with withdrawal from alcohol or 
drugs that involves psychiatric complications. Hospitalization 
for medical detoxification that does not involve psychiatric 
treatment is covered under the general benefit and the days do 
not count against the annual day limit. Under the plans with a 
higher cost sharing schedule, a one day deductible applies. 

RESIDENTIAL 

Mental Illness and Substance Abuse: Residential treatment options 
include residential treatment centers, residential detoxification 
centers, crisis residential programs, mental illness residential 
treatment programs, therapeutic family or group treatment homes, 
community residential treatment, or recovery centers for 
substance abuse. Before January 1, 2001, the same limits and cost 
sharing apply to residential treatment as apply to 
hospitalization. 

INTENSIVE NON-RESIDENTIAL TREATMENT 

Mental Illness and Substance Abuse: Intensive non-residential 
treatments include partial hospitalization, day treatment, 
psychiatric rehabilitation, home-based services, ambulatory 
detoxification and behavioral aide services. 

These treatments are provided only for the purpose of averting 
the need for - or as an alternative to - treatment in hospitals 
or residential inpatient settings; to facilitate the earlier 
discharge of an individual receiving inpatient or residential 
care; to restore the functioning of an individual receiving 
inpatient or residential care; to restore the functioning of an 
individual with a diagnosable mental or substance abuse disorder; 
or to assist the individual to develop the skill and gain access 
to the support services the individual needs to achieve the 
maximum level of functioning of the individual within the 
community. 

Intensive non-residential treatment services will be provided by 
health plans if a health professional designated by the health 
plan determines an individual should receive such services. 
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Before January 1, 2001, intensive non-residential services are 
covered as a substitution for inpatient days at the rate of two 
intensive non-residential days for one inpatient day, until the 
30 day annual aggregate inpatient day limit is reached. 
Individuals may receive up to sixty days of treatment using the 
substitution formula. 

For example, an individual who has been hospitalized for seven 
days may convert his or her remaining inpatient days to intensive 
non-residential days. Therefore 23 inpatient days would be 
available to convert to 46 intensive non-residential days. For 
those who have selected the higher cost sharing plan, a one-day 
deductible per episode applies. 

An additional 60 days of non-residential treatment may be 
provided if a health care professional designated by the health 
plan determines additional treatment is medically necessary or 
appropriate. This second 60 days is subject to a 50% coinsurance 
payment in the higher cost sharing plans and $25 per visit 
payment for the lower cost sharing plans. These cost sharing and 
other expenses do not count toward an individual's annual out-of­
pocket limit on co~sharing. Under the higher cost sharing 
schedule, a one-day deductible applies. 

OUTPATIENT 

Other Outpatient Services for Mental Illness and Substance Abuse: 
Based on an individual's need, the following outpatient services 
are available: screening and assessment, diagnosis, medical 
management, crisis services and somatic treatment services. These 
are covered following the standard cost sharing schedule, but 
cost sharing for these services does not count toward an 
individual's annual out-of-pocket limit. 

Outpatient Psychotherapy and Collateral Services: Before January 
1, 2001, 30 psychotherapy or collateral services visits are 
covered annually. For psychotherapy and collateral sessions there 
is a 50% coinsurance payment in the higher cost sharing schedule 
and a $25 per visit payment for the lower cost sharing schedule. 
These cost sharing and other expenses do not count toward an 
individual's annual out-of-pocket limit on cost sharing. 

In order to prevent hospitalization or to facilitate earlier 
hospital release, additional visits may be made available, at the 
discretion of the health plans, by exchanging, at a 1 to 4 rate, 
inpatient days for outpatient psychotherapy visits following the 
same cost sharing schedule as the first 30 visits. Again, cost 
sharing for these services does not count toward the annual out­
of-pocket cap. 



Paqe 4 12/17/93 DRAFT 

Outpatient Substance Abuse Counseling and Relapse Prevention: 
Before January 1, 2001, at the discretion of the health plan, an 
individual may receive substance abuse counseling and relapse 
prevention treatments by exchanging inpatient/residential days 
for outpatient visits on a 1 to 4 basis until the 30 day 
inpatient/residential annual limit is reached. 

Within 12 months after an individual receives residential or 
intensive non-residential treatment, 30 group therapy sessions 
are covered for substance abuse counseling and relapse 
prevention. 

Intensive non-residential and outpatient detoxification may only 
be provided in the context of a treatment program. 

Cost sharing for these services does not count the toward annual 
out-of-pocket limit. 

Case Management 

Case management services are to be offered by health plans. 
However, health plans have the discretion to determine if a 
specific individual enrolled in a health plan should receive such 
services. These services include those that assist individuals in 
gaining access to needed medical, social, educational and other 
services. 

Other Provisions Related to Mental Illness and 
Substance Abuse 

Financial Assistance for State Mental Illness and Substance Abuse 
Activities: Section 3501 of The Health Security Act authorizes 
the Secretary of Health and Human Services to use funds from the 
Public Health Service Initiatives Fund to award grants to States 
for activities related to mental illness and substance abuse 
including those: 

o To increase the access of individuals to transportation, 
community and patient outreach, patient education, translation 
services, and such other services as the Secretary of Health and 
Human Services determines to be appropriate. 

o To improve the capacity of state and local service systems to 
coordinate and monitor mental illness and substance abuse 
services, including upgrading of management information systems, 
and establishment of linkages between providers of mental illness 
and substance abuse services and primary care providers and 
health plans. 
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o To provide incentives to integrate public and private systems 
for the treatment of mental illness and substance abuse 
disorders. 

In fiscal year 1995, $100 million is authorized to be 
appropriated; in fiscal year 1996, $150 million is authorized; 
and for fiscal years 1997 through 2000, the authorization is $250 
million for each year. 

State Plans for Mental Illness and Substance Abuse Integration: 
Section 3511 of the Health Security Act states that in order to 
qualify to participate in the overall health care plan, by 
October 1, 1998 each state must submit a plan to the Secretary of 
Health and Human Services. The plan must show how the state will 
achieve the integration of the state and local mental illness and 
substance abuse services with the mental illness and substance 
abuse services included in the comprehensive benefit package. 

The Secretary of Health and Human Services will establish pilot 
programs to demonstrate model methods for achieving the 
integration of the mental illness and substance abuse services of 
states with the services included in the comprehensive benefit 
package. 

Financial Assistance For School Health Service Sites: Sections 
3684 and 3685 of the Health Security Act empower the Secretary of 
Health and Human Services to make grants to state health agencies 
or to local community partnerships to develop school health 
services sites. Criteria for grant awards will include the 
provision of health and social services, counseling services, and 
necessary referrals, including referrals regarding mental illness 
and substance abuse. 

Information Privacy: Section 5120 of the Health Security Act 
details the overall health information system privacy standards. 
No "individually identifiable health information'' shall be 
disclosed unless it is authorized by the individual to whom the 
information pertains. Section 5123 of the Act specifically 
includes "the past, present, or future physical or mental health 
of the enrollees" in the definition of "individually identifiable 
information". 
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SUBSTANCE ABUSE TALKING POINTS 

o The structure of the benefit is designed to offer a 
flexible, continuum of care that allows health plans to 
tailor treatment programs to an individual's special needs. 

PROBLEMS IN THE CURRENT MARKET 

o For the first time Americans will have coverage for 
substance abuse treatment. For example, based on data from 
the 1991 Bureau of Labor Statistics (BLS), 21% of 
participants in medium and large health plans had no 
insurance coverage for substance inpatient rehabilitation or 
out patient care. 

o A large number of insurance policies place severe 
restrictions on substance abuse coverage. For example, 10% 
of participants in the BLS su::cvey had lifetime day limits, 
another 14% had limits on the number of treatments, and 22% 
had lifetime dollar limitations. 

PRESIDENT'S PLAN 

o The President's Health Security Act, as presented to 
Congress, immediately addresses these most discriminatory 
practices within the current insurance systems. The Health 
Security Act uses no life time limits or prior existing 
condition exclusions. 

o The initial benefit continues to use day and visit limits 
similar to current insurance policies. At the same time, 
the benefit is an improvement over current policies in that 
it provides coverage for a wider range of se::cvices than in 
typical insurance today, using trades against the 
inpatient/residential benefit to encourage flexibility, use 
of lower cost effective alternative, and care management. 

o For example, the innovative day treatment program models are 
included as one of the intensive non-residential treatment 
settings. Visits for the purpose medication management are 
treated as any other health visit for the same purpose. 

o The substitution provisions of a 4 for 1 trade against the 
inpatient residential benefit provide for an outpatient 
substance abuse counseling and relapse prevention benefit 
that is considerably more generous than available in today's 
insurance market. 

a There is provision for continuing care on an outpatient 
basis for individuals treated either in residential or 
intensive non-residential settings. 
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o Clarifications, changes and corrections have been made to 
various sections in the draft bill ... the mental illness 
and substance abuse benefit has not been singled out. We 
want to make absolutely sure the language is clear and 
consistent with out policy goals in every area. When the 
initial of the mental illness and substance abuse benefit 
legislative language was made public it became clear that 
different interpretations were causing confusion about the 
policy intent. In addition, actuarial review of the benefit 
was continuing and some changes were made in response to the 
actuarial findings. The basic benefits are now, in fact, 
more flexible because of more precise language and clear 
exceptions. 

o The Health Security Act demonstrates the Administration's 
commitment to making substance abuse coverage part of the 
nation's comprehensive health coverage. This commitment is 
demonstrated by proposing a benefit structure which will 
eliminate all differences in insurance coverage by January 
1, 2001. 
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I-lay/Huggins Benefits Report 1993 

PROPRIETARY 

c. Psychiatric Cva Room and Board Coverage 

Cbart5.18 
Psychialric care Room and Board Level of Coverage 

Industrial financial serv1ee Total 
Coverage No. % No. % No. % No. % 

100%ofR&C 
(Same Maximum as 
Other Confinement) 23 5% 13 8% 25 7"1o 61 6% 

100%ofR&C 
(Separate Maximum) 125 28o/o 43 2&'.4 177 46'°/o 345 34% 

Less 1han 100""- of R&C 
(Same Maximum} 61 13% 12 1% 24 6% 97 10% 

Less 1han 100% er R&c 
(Separate Maximum) 241 54% 104 60"~ 160 41% 505 50% 

Total 450 100% 172 100% 386 100"4 1008 100% 
No Response 3 2 8 13 
Total Plans 453 174 394 1021 

ChartS.19 
Psychiatric Treatment Maximum Number of 

Days far Room and Board Coverage 

lndUSll'iaJ Financial Service Total 
Days No. % No. % No. % No. % 

Fewer than 30 6 3% 6 6% 18 8% 30 6% 
30 109 52% 53 55% 140 58% 302 S5% 
31-59 43 21% 17 18% 43 18% 103 19"/o 
60 33 1&fo 14 14o/o 30 13% n 14o/o 
61-119 8 4% 3 3% 9 3% 20 4% 
t20 1 3,... 1 1% 8 1% 
More than 120 3 1% 3 3% 6 1 % . 

Total 209 100% 97 100% 240 100% 546 100% 
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b. Home Haallll careJHospice Care 

Anotherccst-eft'ediva altemative is hospice care. The prevalence of this practice has gl'Clwn in recent years and is 
being covered by 88% of organa.atfons in 1993. 

CbartS.28 
Home Heallh care/Hospice Cate Amount of Coverage 

Home Health Hospice 
Cara Care 

Cow.rage No. % No. % 

1 00°" of R&C 392 4()0.4 375 41% 
Less than 100% 

ofR&C 571 58% 424 47% 
Not Covered 24 2% 110 12"/a 

Total 987 100% 909 100% 
No Response 34 112 . 
Total Plans 1021 1021 

Of 104 respondents, 21% have no limit an home health care, 55% use a maximum number of days, 20% use Uie 
medical plan m8)Cimum, 2% use a maximum dcllar amount per day, and 2'k use a lifetime maximum. 

Of 313 rE!SJlondents, 3'1°/o have no limit on hospice care, 11 % have an annual limit, 35% have a lifetime limit, 13".k 
have a nw:imum number of dayg, and 4% use the medical plan n1aximum. 

10. Outpatient Psychiatric Coverage 

a. Prevalence 

Ninety-nine percant of respondents i:xovide some level of outpatient psychiatric c:cverage. 

b. AlnountafCaveraga 

ChanS.29 
Percentage cf Reasonable and CUstomary Charges 

Paid far Outpatient Psychiatric care 
lndllstrial Financial Service Total 

Perc:ent No. % No. % No. % No. % 

so 201 4So/D 69 42% 150 41% 420 44% 
51-60 4 1% 3 2% 5 2% 12 1o/o 
61-70 8 2°k 4 1% 12 1% 
71-99 153 35% 56 34% 96 26% 305 32% 
100 69 16"/o 36 22'% 109 3()01.t 214 220.k 

Total 435 100% 164 100% 364 100"k 963 100% 
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OUlpatient Psychiatric Cira Maximum Benefit Pet Visit 
(After AppUcation of Coinsurance) 

Industrial F'inancial Service T01al 
Maximum No. " No. % No. % No. . .. 
Less than $20 5 S°.k 1 3% 2 3% s 4% 
$'2o-$29 25 25% 7 19% ta 25% 51 24% 

$3~ 17 17'% 4 11·1o 16 22°k '!if 17% 
$4()....$49 9 9% 11 29% 13 18% 33 15% 
$5()...$59 23 22% 9 24% 12 16"/o 44 21% 
$60-$69 4 4% 1 3% 6 8% 11 5% 
$70 or Greater 19 18% 4 11% 6 8% 29 14% 

Total 103 100% 37 100% 73 100% 213 100% 
Na Response 6 6 
Total Plans with Dollar Umit 

PerV'ISit 109 37 73 219 

d. Maximum Number ot Vmts 

Thirty-nine pett8nt of 973 respondents have a maximum number of visits per year far ou1patient psychiatric care. 

Chart5.31 
Maximum Number of Visits Per Year for 

Outpatient Psychiatric Care 

Industrial F"U1i1J1clal Service Total 
Visits No. % No. % No. % Na. "' 
Fewsr than 30 40 27% 24 33% 73 4.sak 137 36°k 

30 26 . 18% 9 12% . 29 18"h. 64 1~k 

31~ 11 8% 7 10% ts 9°.4 33 9% 

50 43 29% 20 27% 33 20% 96 25% 

51-75 24 16% 11 15% 11 7% 46 12"/o 
· 76 or More 2 2% 2 3% 1% 5 1% 

Tota! 146 100°k 73 100% 162 1000.4 381 100% 

No Response 2 2 4 
Total Plans with Maximum Number 

of Visits 148 73 164 385 
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Of985 respondents, 26% have no dollar maximum other1han.the overall comprehensive major medical plan maxi· 
mum. Of those plans that have a maximum, 39% have an annual maximum only, 20% have a lifetime maximum 
only, and 1he remaining 41 % have ac:i::lmbination of both annual and lifetime maximums. Chart5.32 represents the 
dollar maximums of plans -Mth annual maximums only. 

Ctlart5.32 
Outpatient Psychiatric Care Separate Dollar Maximum Per Year 

lndus1rial FlnanclaJ Service Total 
Mulrnum No. "' No. % No. % No. % 

Less 1han $1,000 11 6% 7 9% 15 10% 33 8% 
$1,000 32 17% 23 30% 35 23% 90 21% 
$1,001-$1,499 s 3% 2 3% 3 2% 10 2% 
$1,500-$1,999 49 25% 9 12°..4 39 25% 97 23% 
$2,000-$2.499 34 18% 14 18% 30 ·20% 1a 19% 
$2,500-$2,999 16 8% 6 8% 14 9% 36 9% 
$3,QOG..$4..999 16 8%. 8 100" 9 6% 33 8% 

$5,000 or Greater 28 15% 8 100.4 8 5% 44 100k 

Total 191 100% 77 100% 153 100% 421 100% 

For 1he 76 plans with a separate doUar maximum per lifetime far outpatient psychiatric coverage, the common 
nwdmums are $10,000 (28%). $25,000 (16%) $50,000 (19".k), and less than $10,000 (23"!..). 

Three hundred sixty·two plans have a combination inpatientfo~ent maximum: of these, 40% are $50,000, 
24% are $25,000, and 14% are greater1han $50,000. 

11. Emergency Illness and Accident Benefits 

Of 1012 respondents, 39"1' (36% of lndUS1rial. 38% of Financial. and 43% of Service organizations) have separate pro· 
visions far emergency accident or emergency illness expenses. Of these participants, 73% do not require a deductible, 
and 27% do require a deductible, as shown in Chart 5.33 below. · 

Chart5.S3 
Percentage of Reasonable and Customary Charges 
Paid for Emergency IUnass and Accident Benefits 

No Deduc::bllle 
Subfectta 
Deductible Total 

Percent No. •.4 No. % No. % 

80 10 3o/o a. 7% 18 4% 
81-99 8 3% 15 14% 23 6% 
100 272 9'% 84 79% 356 90% 

Tata! 290 100o/o 107 100% 397 100% 

Frfty·seven percent of plans have no maximum for emergency illness and aa::ident benefits, while 39% have a malci­
mum per oa:urrenc:e, and 4% have an annual maximum. 
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Table 52- ·Medlcal care beneflrs: Percenr ot full-!lme participants in plans with mental heallh beneflls by extent of 
benefits, medium and large private establishments, 1991 

All partitipants 
ProfeSBional. technieal. Clerical and &alas Production 
and rela1~0 partic:ioanrs partlclpanl.S and seNice participants 

Coverage limitation -- -
Ho&pital Outpatient Hospi1a1 Outpatient Hospital Ouipatienl Hospital Outpaliorit 
c:aro' care1 care' care' care' care' c:are' care' - -

To1a1 .............................................. 100 100 100 100 100 100 100 100 

Willl coverage ....................................... 99 98 99 97 98 97 99 98 

Cover110 tl'le same as 01her 
illnesses ........................................ 18 41 18 2 15 2 19 3 

Subject to separate limitations' .... 81 95 81 9S 83 95 80 95 
Limit on days ............................. 54 35 SS 3S 57 36 5\ 35 

Per year ..... - ........................ 45 35 45 33 49 35 42 35 
Per confinemllnt ................. 9 1 10 , 8 1 9 (') 
PQr lifetime .......................... z r1 z {') 2 (') 3 ('I 
Lill'llt on number of 

treatments ........................ 1 ('I (') (') (') (') 1 (') 
· t.imit on dollars ......................... 39 68 36 66 44 67 39 70 

Per day .... - .......................... 1 21 1 21 , \8 1 24 
Per year ............................... 9 48 8 47 9 47 10 48 
Per lifetimo .......................... 33 32 32 31 38 36 32 30 
Per orhet period ................. 1 (') 1 (') 1 (') 1 1 

COinsurancc llmlt ...................... 10 56 g 50 ,, 54 10 61 
so perccri1 ........................... 3 42 2 3~ 3 41 ' •6 
Orher1 ................................... 7 14 7 14 8 14 6 ,.. 

Celling on out-ol-poc:ket 
expenses does ,,ot apply ..... 18 39 15 38 20 40 15 40 

Separate c:opaymen1 or 
deductlcle _ ................. - .......... 3 12 3 14 4 15 2 9 

Other urnltations ........................ 1 1 \ (') 1 1 , z 
Wlll'lout coverage .................................. 1 2 l 3 z l , 2 

' E:rch.ieles doctor's cl'larges in the ht>Spilal. 
' Includes treatmeni in one or more :if ltle follOWing: Outpatient de· 

partrnent of a hospital, roSidential treatment conter, orgalllzed out­
patient clinic:, day.night treatment center, or doctor's onic•. If benefits 
differed by location of treatment. doctor's office care was tabulatad. 

tne aum 01 tl'le Individual Items because many plans had more than 
one typQ Of llmitation on mental llealtn co11eragt. 

' Separate limitations Indicate that mania/ healrh care beneHIS are 
more restrlcthle than benefits for other treatrnent&. For eHmple, H a 
~an limits Inpatient mental l'IOalth c:are to 30 days per year, but the 
ilmh on inpatient care for any Other type of lllnass Is greater than 30 
days per vaar. that plan contains separate llrnlta. Tile total Is lo" than 

' Loss tl'lan 0.5 percent. 
• Includes plans with reduced coinsurance other thar'I so percent 

al'ld plans wl'loro tl'le rate of reimbursement 11aried during tM truatment 
period. 

NOTE: Because or ro1o1nellng. sums or Individual lte"'a may ncn eQual 
total&. Where applicat>le, dash illCllcates no cimployees in !Ills care-
~~ ' 

Table 53. Medleal care benefit&: Percef\t of full-time 
participants In plans with substance abuae benefits by 
uniformity In c:overage, medium and large prlv:ite 
establishments, 1991 

I ProlOS• 
, sional, Clerical Prodvc· 

All 11ecMi· and tion and 
Coverage limitation 

par· sales seNiee llcipants I cal, ano 
related parlici· pa11ic"i-

I pariic1- pants pents 
l PBnlS 
' -·-

Total ............................................. 100 
I 

I 100 100 100 

' 
With alcohol abuse treatment I 

bene1ilS .............................................. 100 1 100 100 100 
I 

Drug abuse rreatn>Ol'lt covered in 
I 

t11e samo rnannc:r ....................... 92 ; 93 92 91 

Drug abuse rrcatmenr covered 
I <!l!ferendy ..................................... 7 6 7 7 
; 

OrcJg abuse rrealJT!ent tieneflt6 ' 
not provided ............................... 1 : (') , 2 

' Less 1nan 0.5 percent. 

NOTE: Because or rounding, sums 01 inol-.iduat itoms m.ay not ec:iua1 10-
t3ls. Where apglicat>le, da.sl'I indlCat~ no employi.:cs In thi_s category. 
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Table 54. Medical care benefits: Percent of full-time participants In plans with alcohol abuse treatment benefits by extent of 
benefits, medium and large private establishments, 1991 

-
All panicipants 

Profession;il, technical, and Clerical and sale~ Production and seivice 
related panicipants panicipams panielpant& 

Coverage limltstion 
Inpatient ll'l)alient Out- Inpatient 
oetolrifi- rehabili- pe1ie11t Oeto~li· 
catiori' tatiorf care' cation' -------·----

rotal .................................................... ioo ioo ioo ioo 

v.'iltl co11era9e ............................................. 100 79 79 100 

Cavertd lhc same as other illrinses 31 9 7 33 

Subject to separate limit<11lons' .......... 69 70 72 67 

Limit on days ................................... 52 54 37 51 
Per year ..................................... 31 32 30 33 
Per eonfinoment ....................... 15 14 t 14 
Por lifetime ................................ 7 10 7 ., 
Limit on number ol !1'8atmenrs 11 14 7 10 

Limi1 on dollars ............................... 28 27 .. , 23 
Per day ....................................... 1 1 10 , 
Per year ..................................... 7 7 Z& s 
Per lifetime ................................ Z3 22 24 20 
Per other period ........................ 2 z 2 1 

Coinsurance limit" ........................... 9 10 27 9 

Ceiling °" our-of-poeker e:rponses 
does nor apply ............................. 12 13 23 13 

Separate copaymen1 or 
daduc:tlble ............. _ ...................... 2 3 4 3 

Other limitations. .............................. 1 1 1 1 

Wil~olJl c:overage ........................................ (') 21 21 !'l 

' Detoidticatio,, Is the systematic use 01 medication and otner me1hods 
under ITIBdical supar.-ision to reduce or eilrninato me ettccts of sutl3tanc:ll 
abuse. 

' Rehabilitation is designed 10 alter abUsi"c tieha.-ior In patients once 
rney are free or acute physical and mcmtal compllcatio,,s. 

' includes ireatmenr in one or more ol the following; Outpatienr depart· 
ment of a llospital, reJldential ll'eatmcni center, organized outpatient clinic. 
clay-night 1reatmenr center. or doctors office. 11 benefits differed by loca· 
tion of treatment. doctor's oHlce care was tatiulated. 

• Separate limitarioni; indicate rl'lar alcol'IOI abu5C treatment benefits are 
more restrlcti11c lllan benefits lor other trtatments. For example, ii a plan 

57 

·-,____~~- "--· 
Inpatient Out- lnpatie11t Inpatient/ Out- Inpatient lnpallent Out-
rehabili• patient deto1ili- retla~li- patierit deto1ifi- rel'labili· p;stlent 
tationt care' catioM' tat1on' caro' cation' talion' care' 

-· ·---- --
I 

100 100 I 100 100 

I 
100 ioo 100 100 

76 80 

I 
100 79 79 100 81 78 

9 8 31 9 8 29 8 8 

I 67' 74 69 59 71 70 73 71 

53 39 52 S2 35 52 SS 37 
33 32 33 33 28 28 30 29 
13 2 ,. 13 , 18 15 1 
10 ., 6 8 4 8 10 10 
11 5 a 12 s 13 16 8 

' 22 39 32 32 42 28 27 •2 
l'l 7 1 1 9 1 , 12 

Ci 26 8 8 27 7 7 Z-' 
19 23 

I 
27 27 26 23 22 Z3 

1 , 2 2 2 3 3 2 
I 

10 26 I 8 9 29 p 10 26 

13 23 ,6 18 25 9 11 22 

I 
3 s 3 3 5 2 3 3 

1 1 1 I I 1 1 , , 
24 20 

I 
(') 21 I 21 ('} 19 22 

limits inp31ien1 rel'labi1i1alion care 10 30 days per year. b1.1r the limlr on inpa· 
liem care f0t any 01/'lcr rype ol illness i1 greater than 30 day3 per year. 
that plan contsins separate limits. The 101:11 Is less lhan !ht sum o! me ln­
di11idua1 i111rns because many p1ans l'lad more then one rype of limitation. 

• Les5 than O.S oereenL. 
' Coinsurance rate is lower than !Ml applying to otl'ler medic:al serv­

ices. In suc:h cases. ou1palien1 rehabilir111ion care is generally at a coinsur­
ance rate of SO percent 

Nore: Because ol rounding. sums of individual items may not equal IC· 
tals. Where applicable. 099tl ir-dic111es no employees In this c:a1e901y 
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Table 55. Medical care benefits: Percent of full-time participants In plans with drug abuse treatmenl benefits by e:ic1ent or 
benefits, medium and large private establishments, 1991 

All palticipanrs 
Proles&ional. tec:nnical, and Clerical arid sales 

participants 
Production and sel'llice 

partlclpa11ts relatecs participants 

CO'/Ofage limitation 
lnp&tiOI"'[ lnpallenl Ou!• 
deloa!fl· rol\abili- patient 

lnl)4tiar11I1npatlen1 
detoxirl• rehabili-

Cul- j 1npa1ian1 lnpalien1 
patiGnl dotoxifl- reheblll· 

Out- Inpatient lnpatielll Out· 
patient derolCili. re!'labili· patient 

cation' t;srion' care' cation' tat Ion' c11re' ) eatlo"' talion' care' cation' tadon' c:are1 

Total .................................................... 100 

Witll co .. arage ............................................. ioo 

Co"ered ll'le same ag other /llne.sse& 

Subject to &Dparate llmltallons' ......... . 

Umir on days .................................. . 
Per year .......................... , ........ .. 
Per confinement ..................... .. 
Per ll!edme ............................... . 
Limlr on number of 1rea1rn~nrs 

1..lmit on doll~ ............................. .. 
Per day ..................................... .. 
p~ yfUJT ................................... .. 
Per lifetime ............................... . 
Per other period ....................... . 

Coins1.1rance limit' ......................... .. 

C~i:~ ~~':;;~~~~~~ .. ~~~~~~~I 
Separate ccpaymen1 or 

deductible .................................... . 

Other lirnitationc ............................. . 

Witl'IOUI coverage ....................................... . 

70 

52 
31 
15 
7 

11 

29 
1 
7 

24 
2 

9 

12 

3 

Ii 

(1 

100 

7B 

7 

71 

54 
31 
14 

9 
14 

28 
1 
7 

23 
2 

10 

13 

3 

(') 

Z2 

100 

77 

! 

,, 
36 
za 

1 
7 
7 

43 
10 
27 
24 
2 

28 

4 

23 

tOO 

33 

67 

52 
33 
14 

7 
9 

24 
1 
6 

20 

9 

13 

3 

l'l 

<'I 

' Oetoslfication is lhe systematic use of medication and other methoos 
under rnedic:al supctVlsion ro reduce or eliminate the eUec:ts of substal'ICe 
abuse. 

' RehabflitatiOf'l Is designed to afler abu6ive benavior in pa1ien1s once 
tlley are froe of acute pll)sical and mental comglica\ions. 

' ll'ICIUdes treatment in one or more 1)1 the IOllO"ling: Outpatient depan. 
men! or a l'tospital, rnidential treatment cen1cr, orvanized ou1pa1lent clinic, 
day-night treatment cMter. or doctor's office. It benefits differed by loca­
tion of treatmeflt, doctor'& oltlce care was tabulated. 

• Separa1e limitations illdicate ll'lat drug abuse 1rea1ment beneltls are 
more restrictive than benofits for orner 1rea1me,,ts. Fc1 example. ii a plan 
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100 

75 

e 

67 

53 
33 
13 

9 
11 

23 
(1 

ti 
20 

10 

13 

3 

(') 

25 

100 

79 

6 

38 
31 
z 
s 
5 

40 
7 

27 
23 

27 

5 

!'l 

21 

100 

100 

29 

70 

53 
35 
13 

6 
I 

33 

' e 
28 

2 

9 

16 

3 

(') 

C'l 

100 

78 

7 

53 
35 
12 
8 

12 

33 
1 

e 
28 

2 

10 

16 

3 

(') 

22 

100 

78 

7 

72 

35 
28 

' 4 
s 

45 
10 
29 
26 

2 

31 

26 

6 

(') 

22 

100 

100 

28 

52 
28 
17 
7 

13 

29 , 
B 

24 
3 

9 

10 

2 

,., 

100 

BO 

74 

SS 
29 
18 
10 
18 

28 
1 

7 
23 

3 

10 

11 

3 

zo 

100 

78 

B 

70 

35 
26 

1 
a 
a 

43 .•. 
12 :• 
26 
23 

2 

27 

4 

limits Inpatient rRhabilitatlon Cllre to 30 days per year, but tht llmit on inpa.: 
tient care for any other type of illness is greaier than 30 days per year, · 
Iha! plan comains scoera1e limits. The total is 1e9s tl\an tl'lc sum of ma in­
dividual i1ems because ma,,y plans had more !!'Ian one type of limhation, 

• Lc:ss than O.S f)ercanl. 
< Coinsurance rate is lower tl'lan 1na1 applying 10 olher medical setv· 

ices. 11'1 suc:h cases. outpatient rehebilltaliori care is gel\erally at a cOlnsur­
ance rate ol SO percent 

NOTE: 8ecause of roundil\g, sums cl individual items may not eaua1 10-
1als, Where applk:ablc, dasti indic:ares 110 employees ill this category. 
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MENTAL HEALTH AND SUBSTANCE ABUSE: DATA ON CURRENT MARKET 
COVERAGE 

INPATIENT 

~Y/HUGGINS 1993 

Of 1,008 plans reporting, 84% report a separate maximum 
confinement limitation (days or dollars) for psychiatric 
inpatient care. 

!lJ 002/010 

Of 546 plans reporting day limits, 61% use 30 or fewer days. (It 
is not clear what the status of the other 450 plans is.) 

BLS MEDIUM AND LARGE E'IRMS 

81% of participants in plans are subject to separate limitations 
(days, dollars, lifetime) that are different from hospital 
coverage for other health problems. (1991) 

Of plans using day limitations about 52% provided 31 or fewer 
days. (1989) 

OUTPATIENT - Mental Health 

HAY I HUGGINS 1993 

Of 973 respondents 39% use visit limits. 53% of those that use a 
visit limitation provide 30 or fewer visits. 

Of 985 respondents, 74% use either annual dollar or lifetime 
maximums or both. Of those using dollar maximums, 39% use only 
annual, 20% use lifetime, and 41% use both. Of those with an 
annual dollar maximum 73% are for $2500 or less. 

Of 963 plans reporting, 44% use a 50% coinsurance, 32% use 30% or 
less, and 22% have on coinsurance. 

BLS MEDIUM AND LARGE FIRMS 

95% of participants report limitations (either visits or 
dollars). (1991) 

1989 BLS analysis found 48% provided 30 or fewer visits. 
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SUBSTANCE ABUSE 

BLS Medium and Large Finns 1991 (except where noted) 

All plans ~eported coverage for detoxification. 

79% of plans reported coverage for inpatient rehabilitation and 
outpatient care (i.e., 21t do not provide coverage). 

~ 003/010 

Inpatient rehabilitation - 10% report lifetime day limits, 14% 
report limits on number of treatments, 22% report lifetime dollar 
limits. 

Analysis of 1989 data found ~hat of those with rehabilitation 
limits 70t had 30 days. 

Outpatient - 7% report lifetime day limits, 7% report limits on 
numbers of treatments, 24% report lifetime dollar limits. 

Distribution ~f Utilization- fVl'-' .,,.J~ ... J l~·..:-r ... Je-fl., /~-- f..) · 

Approximately 78~ of people have inpatient stays 30 days or less. 
This compares to approximately 92% at 60 days or less. 

Approximately 92% of people have 30 or fewer visits. If we look 
at those only seen by mental heal~h or substance abuse 
specialists the number is 88%. 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washinqton, D.C. 20503 

November 4, 1993 

LEGISLATIVE REFERRAL MEMORANDUM 

TO: Legislative Liaison Officer -

LRK #D-480 
DRAFT #421 

COMMERCE - Michael A. Levitt - (202)482-3086 - 324 
DEFENSE - Samuel T. Brick, Jr. - (703)697-1305 - 325 
JUSTICE - Sheila F. Anthony - (202)514-2141 - 217 
LABOR - Robert A. Shapiro - (202)219-8201 - 330. 
TREASURY - Richard S. Carro - (202)622-1146 - 228 
VA - Robert Coy - (202)535-8113 - 229 
CEA - Francine Obermiller - (202)395-5036 - 242 
gEc - Sonyia Matthews - (202)456-6722 - 429 

FROM: BA JANET R. FORSGREN (for) L ,~£ ~. -j1J\~rJJ..-v'--­
Assistant Director for ~~islative J~fe~ence 

OKB CONTACT: Robert PELLICCI (395-4871) 
Secretary's line (for simple responses): 395-7362 

SUBJECT: HHS Proposed Testimony on EOP Draft Bill 
Health S~curity Act of 1993 

DEADLINE: \10:00 A.H. November 5, 1993 

COMMENTS: Bearinq is before the Senate committee on Labor and 
Buman Resources on Monday, November 8, 1993. 

OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19. 

Please advise us if this item will affect direct spendinq or 
receipts for purposes of the the "Pay-As-You-Go" provisions of 
Title XIII of the omnibus Budqet Reconciliation Act of 1990. 

CC: 
Nancy-Ann Min 
Bob Boorstin 
Jason Solomon 
Jack Lew 
Chris Jennings 
Melanne Verveer 

\Jfr_eg ·Lawler 
Ira Magaziner 
Carolyn Gatz 
Howard Paster 

Clarissa Cerda 
Joe Minarik 
Bob Anderson 
Randy Lyon 
Bob Camus 
Bill Dorotinsky 
Jill Blickstein 
Shannah Koss 
Janet Forsgren 



LRM #D-480 

RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment) we prefer that you respond by faxing us this 
response sheet. If the response is simple and you prefer to 
call, please call the branch-wide line shown below (NOT the 
analyst's line) to leave a message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer); (2) sending us a memo or letter; or (3) if you are an 
OASIS user in the Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the subject shown below. 

TO: 

FROM: 

Robert PELLICCI 
Off ice of Management and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: 
Branch-Wide Line (to reach secretary): 

(202) 395-4871 
(202) 395-7362 

(Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: HHS Proposed Testimony on EOP Draft Bill 
Health Security Act of 1993 

The following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of 
response sheet 

~~~~~~~~~-

pages, attached to this 



t-IJJ-04-199J 11•~ FRO'! TO ~26909425 P.02 

'l'••tiniony 

for 

Or. Sarnard Arona 

DRAFT 

Diractor, Center for M•nt.al H•alth Services 
Substance Abu•• and ~ental H•alth Service• Adminiatration 

Public Health service 
Department ot Health and Human S•rvices 

be tore 

Senate Committee on Labor and Human Raaourc•• 

november 8, 1993 

E #:9tlQ ~BE ZOZ 
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Draft Te•timony 

Dr. Bernard Arona 

DRAFT 

aenat• conanitt•• on ::t.abor and HUman Reaource• 

. Monday, November 8, l.993 

Good aft.emoon, Mr. Chairman, •nd Members of th• Committee. I am 

. or. Se~nard Arons, a p•yo~1atr11t and th• Acting Director uf the 

Cen~er for Mental Health Servicea, a part of the Substance ~~·• 

and Mental Health services Admini•tration in the Public Health 

Service. Reoantly, it V&I my privilege to aerv• as the Ch&ir of 

the M•ntal He~lth and Bubatance A):)uee Working Cluater of the 

Pre1id1nt 1 1 Task Force on National He~lth care Reform. 

I am ple•••d to be here today co di1cu•• one of tbe aiost 

important aspect• of the President's Health security Plan the 

availADility of coverage for all AJneriean1 for ~ent&l health and 

•ubetance al:>~se treatment 1arvicea. Mental illne1a and 1ubstanoe 

~UIJ• diaorders are common problems, affecting more than 50 

million Americans this year. !•timate1 put the 1988.annual 

economic coat .to society cf mental illness and 1ub1tance a'buae at 

$2?3 ~illion, including dire~t ~are, lost productivity, social 

welfar• and the criminal juacice lyttem. 

'1'hit 1tt4 fQr Mantel H11lth Coyeraq1 in Health Ctrt Be:;rm 

Deaplte the obviou1 importance of including 'ID9ntal health and 

•uhatanoe abu•e •ervice1 in health care reform, we must 

... 



TO 

DRAFT 
aeJcnowledge that •ome have questioned thia, b•li•vin; that we 

c•nnot afford eueh cov•ra;e. There are several •trong argument• 

for provi4ing theae ••rvice•. Pir•t, we now hava co1t•etfective 

treatments for mental health and aubatano• ~use (MK/IA) 

diaorc!ers, and high rates of efficacy are being achieved across 

the •pectnam of MH/SA cilagno•ea. Por example, over 80 perc:ent of 

individ~ale with d•~~e•aion respond to treatment. Second,·mental 

illn••• and aub1tance abuse cften result in phy1ical illne1s, 

inability to worK, impaired relaticn•hip1, and at times, erim• 

and homele•1neaa. Per1on1 ~eceivin; MH/SA use let• medical care 

and work more effectively. Thus, much of the saving1 thought to 

r•1ult from excluding MH/5A services are false, aince additional, 

inappropriate mt:dical oare could result. Finally, MH/SA s•rvices 

already are part o! health care delivery in the united State1. 

Bearly all medium and large f irma inel~de some MH/SA eove~age in 

their healt~ in1~ce plane, and insurance coverage for MH/SA 

di•oroer• i• aeen •• an •••ential componant of health ineurance. 

Benefit• for MS/BA dieorder1, ae an inte;ral part of a health 

in&uraaga package, are a wiae invest~ent in America'• future. 

2'Qbleme with lxieting Cgy1rag1 

Although many health inaurance plans provide cover~ge for m•ntal 

ilinea1·&Zld •ubetance abu••, they often have •erioue flawe. 

trivate in1uranQ• cover•;• of mental health and •u.batanee ab'l.llle 

care dif ~er•. aub1tantially in 1t:ruoture from gen~ral medical 

care. They CL:Lsorimi~at• between MK/SA c•re and general udioal 

... 
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ea~• bY limiting the number of vi•its or daya of treatment, by 

eata.blishin; lifati=e limit• for MH/SA oenefita, and ~Y exGl~ding 

preexiati11g conditions. 'rhus, even when pl•na cove:- aueh 

•e:Vica1, individual.a may be effectively barred from needed 

treatment. 

L~mit• on ace••• to care have re1u+ted in 1hifting l?Oth the 
' ' 

reeponai~ility and coat of c:are onto the public MR/SA eyatem. 

For children and adole1c•nt1, t~e burden and cost of care also 

have been 1hitt•d to the child welfare, education. and juvenile 

j~•tice ey1tema. Bven worae, 1omatimea theae overburdened 

•Y•~am.a are not able to ~rovide needed services, and th.a 

individual goes without treatment. Eventually, we all bear the 

coat of delays or i•P• in aerviee provieion. 

Another ~on1equ.ence of the current benefit atrueture ha1 been the 

creation of eXC!esa inpatient capacity in many are11 of the 

country, do1Pite th• fact that etfective technologies .xi•t for 

tteatin; ~iµital illn••• and aub•tanae ahu•e in community haeed 

•etting1. A oompreheneive array of eervice1, along with th~ 

flexibility to provide aucb 9exviee1 to individuals 1'81ed upon 

medical nece••ity, producaa better outcome• than tho•• 

experienoed with traditionai benefits. 'l'bere ia al•o evidence 

tb•t eapitated approaches ra1ult in le1a oostly provieion of 

health car• •ervicea. Increaei.a;ly, ~th the public and private 

•ec:tors h&v• be•n develop~ng •Y•tems of care th.at en;>haai2e the•• 

•leme.zits. 

9 #!BtL9 S8£ ZOZ ... 
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%ht Hoaltb l•Qurity Elan 

Th• Pre•id•nt'• H1alth security Plan will amphaaLze theae 

de•ira»le element• and make merttal health and •ubstance abuae 

••rviees an integral part of a national 1ystem of health care. 

Th• Pre1id•~~'• proposal repre11nt~ a meaningful improvement over 

today'• typical i~aurance policy that covers only a narrow range 
• 

of •ervice1, and that eneoura;ea expensive inpatient care over 

•ore co•t-efteet1v• alternatives. 

The ~ental health and 1ub1tance abuse benefit proposed by the 

President meets the following goal11 

o It ensures that all persons of all •iea with mental and 

1ub8tance ab\iae diaorde~s and their familie• have 

· aocesa to •p•ciali11ed ••rviee1. 

o It en•u~• that health pl•n• have the flexibility to 

provide the appropriat• types, mix, level, and duration 

o! aarv1oea for each individual cons~mer. 

o It encourage1 th• development and u•e of alternativ•• 

to hoapitaliaation, to ensure that aervioea are 

delivered in the i1a1t re•trietive envi~onment 

appropriate to the "••d• of the individual. 

0 lt reduce1 the abittin; of c~•t• and reapon•ibilitie1 

l #:9tL9 ~8£ ZOZ 
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to tba ;u~lia •ector and encouratea the int•g%&tion of 

tbe public and private d1liV9ry ll)"acems. 

The Pr••ident'• benetit propo••l cover• eervioea t~t are 

important both to ref oZ'Tlins the •Y•tem and to caring for 

Amerigan1 with inantal or al.lb1tazic• ab\.lse disordera. ~istinctly 

different f:om typical in1urance policies of today, the proposal 

do•• nQt limit intensi~e treatment to inpatient coverage in 

ho1pitala, but broadens it tc other ~asid•ntial s@ttinga and 

inten.ive =o~••idential care, •uch a; partial hospitalimatien 

and int1naive day tnat~nt program11. The1e services will 

diacourage expenaive izipa~1ent hoapital care and encourage 

ooEM\unj.ty·based care. Th• l:)enefit deaign also provides 

inc:entivee for health plans to lllCVe to • man.aged benefit, and in 

fact requires all plan• to have a eomprehenaive array o! 

b•n•fits. 

%nitially, fo~ mental illness, up tc 30 day• per •~i1od• of 

hoapitali1ation are eovered p•r calenda: year. An aaditio~al 30 

day•· are available if they ue detertnin•d to be required by a 

health can provider, for an &Mv.al &SJ;r9i&te limit of &O day1. 

for •ub1tanee abu8e, ho8pitalizatiOD is limited to medical 

detoxitication ••aoeiat•d with withdrawal from alcchol or dru;s. 

9 #~9tL9 SB£ ZOZ ... 
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DRAFT 
To encourage coat-effective care, reaidential traatmenc Tl\8.Y be 

•ub•titutad for hoapitalisation. These ••rvicea inelude 

reaidentiai treatment center•, residential detoxification 

centers, cri•1• r••idential program•, mental health re•idential 

treatment programs, therapeutic family or group treatment homes, 

C0111111W1ity re•idential treatme.:.t, o:r recoveey oentera for 

aubetanc• a.bu••· 

Intensive nonr••idential tr•&tment will be offered ae an 

alternative to inpatient or re•idential care. These •ervices 

include partial hospitalization, day treatment, psyehiatric 

rehabilitation, hom•-ba•ed aervice1, a!\'ID~latory decoxification, 

and behavioral aide ••rviees. Intensive nonresidential treatment 

is covered as a eu.1-atitUtion for inpatient care at the rate of 

two inten•ive nonresidential days !or one inpatiant day. This 

aubstitution option ia available ~t the discration of the b~alth 

plan. 

These treatment• are p~ovided only for the purpo1e cf avertln; 

the need fo~, or •• an alternative to, treatment in boapital• or 

rt11i4ential inpatient ••ttinga1 to facilitate the earlier 

di1charge of an individual reoeivin; inpatient er residential 

oare1 to re1tore the tunetionin; of an individual. receiving 

inpatient or re1idential care, to restore the fun~tioning of an 

individual with a dia;ncaable mental or •W'Jstanae abuse disorder1 

or to aa1iat tb. individual to d•velop the akill and gain acce•• 

to th• support aervices the individual need• to achieve the 
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maximuM level of functioa1n; of the individual within th• 

COrDnrUnity, 

outpatient •ervice1 are alao available. These inolude •creening 

and a11e1ament, diagnosi•, medical management, caae management, 

eri•i• aervicea and 1011.&tic treatment ~•rviQ•a. Initially, 30 
. 

v1ait• ••~b for both p1yohother•pY 1easion• and collateral . 
aervic•• are covered annually. For pay~hotherapy ae•aion•, th•re 

are sot co-payment• it. the higher co1t sharin; plan• and $25 per 

vi•it for the lower co1t 5h•~'n; plan•. The•e co-~aymenta and 

other expenses d~ not count toward annual out-of-pocket limit on 

coat •haring. Additional outpatient psychotherapy vi1ita may be 

available, by exchangin;. at a l to 4 rate, inpatient daya for 

outpatient paychotherapy viait1 following the same copayment 

•chedule as the fir1t 30 vi•ita. 

ror 1\ib•tanca abu•e, outpatient a•rvices include acrtening and 

•••eaement, diagnc1i1, medical managemant, ;ubatance a})uee 

coun1elin; and rel*P•e prevention, cr1•i• •ervioes, •omatie 

treatment ••rvices, caae management and collateral •ervices. An 

individ~•l may receive these outpatient su}')•tance ~uee 

treatment• by exahan;'~ inpatient daya for outpatient visit• on 

a i to 4 oasia. 

Within 12 moz::aths after an 'ndividual r•eeives re•idential or 
\ . . 

int•~1ve nonre•i~ential treatment, JO viaitl in ~roup therapy 

•hall be gOVered for auhatanee abu•e counaelin; and relap•e 

01#!9tl9 S8£ ZDZ 
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prevention. ror individual• wno dg not initially receive DRAFT 
re•idential or 1nt•n•iV9 nonresidential treaement, group vieit& 

Will: be C:Q'V9recS ba••d on an exchange of one day of inpatient 

t~eatment for four vi•it•. 

O\ltpatient detoxification may b1 provided in conjunction with a 

treatment pr~gram. If the f1rat detoxification treatment i• 

1.ln&ucceaaful, •ubsequent treatments are covered if the health 

plan determines ·there 11 a 1u}:)stantial chance of 11.ucee11 , 

H•alth plans may offer case managemant •ervicea if they determine 

an individual should receive aueh •ervices. These serv1ees 

include tho•• that assist individual1 in ;aining access to needed 

medical, 1ocial and educational 1ervieea. 

Copayment1 and limits on aervie11 are to be eliminated by January . . . 
i, 2001, at whicn tim1 individuals may reeeive all medically 

ne~ea•a.ry gare, reiard.1.••• of it1 typ1, 1cope or duration. ~t 

this time, expenaea fer intensive nonresidential an~ outpatient 

eerv1ce1 will apply towar4 anit.ual out•of·~cket limit1. The 

propo•al for comprehe?isive covera~e in 2001 repr11ent• a dramatic 

atep toward eliminating the hi•toric diacrimination 1;a!~1t 

mental illness and aul)•tance abu1e. 

Thie·Admini•tration ia committed to making mental health and 

11#!9119 S8£ ZOZ W~SS:Ol! £6-t -ll! lZOl Jafdo~a1a1 xoJaX:A9 lN3S 
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aUbatanc• abuse ••rvic•• an inte;ral part g' a national •y•cem of 

h•altb care. ~he Pr.•ident'a 0.n•tit propoaal r•preaents a 

fteaningf~l improvement from today•• typical in•urance policy that 

cover• only a narrow ranee of 1ervice1. And the 2001 benefit 

takes the esaent~•l •tep of eliminating the hi•toric 

diacrimination againat mental illness and aubatance abuae. To 

meet tbi• goal we mua~ create a quality delivery syetem ;rounded 

in care mana~ement and collitboration between States and health 

plans to integrate p'*ilic and ~rivat• delivery and financing 

atructure•. We w1&P to work with you to make sure that we can 

meet this objeQtive. 

Th&ruc you • 

ll#!91'LQ S8£ ZOZ 
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MENTAL HEALTH AND SUBSTANCE ABUSE BENEFIT 

30 inpatient 60 intensive 30 psycho. & collat 
or residentl.* non-residential* ~ 

I------ ------I I~:=-=~~-=~~~~~=:~==~- J \ 

TRADES 

30 group therapy (SA) 
(if w/in 12 mos. 
inpatient, res., 
intensive nonres.) 

(life threatening only- we're trying 
relax the language to make less onerous) 

Inpatient 30 + 30 '60 

('~ Substitute 

Intensive 
non-res. 60 + 60 120 

(w/~'I 
t:.'r'I) 

Substitute 

Outpatient 120 + 30 150 

* Discretionary by plan who receives the service 
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covered services. 

Health plans are encouraged to utilize the wide array of 
treatment options to provide individuals with a continuum of care 
-- that is appropriate for each individual's needs and cost 
effective for the plan -- by allowing substitution of inpatient 
and residential days for treatment in other settings. Thirty 
days of inpatient and residential treatment may be reduced by one 
day for every two days of intensive nonresidential treatment or 
by one day for every four outpatient visits for psychotherapy or 
substance abuse counseling and relapse prevention. f · 

/ Viw:C.I ({ P.o v' (J~ o'flV1N#ii#l 1 VIA JI'\ 0'"1Vo/tt I VJ d I V1~V-1 I ~ , r-
Beyon e services covered through substitution,Aaddition~ 

treatments covered to provide ongoing and appropriate 
support. ximum of thirty additional inpatient or residential 
days are covered if a health professional designated by the 
health plan determines that the individual poses a threat to his 
own life or the life of another or if the individual's medical 
condition requires inpatient treatment in order to begin or 
adjust pharmacological or somatic therapy. There is considerable 
consensus around the need for inpatient or residential care in 
these circumstances. BERNIE A maximum of 60 additional days of 
intensive nonresidential treatment are available. In addition, 
30 additioRa-1 visits of psychotherapy and collateral services are 
covered each year, and 30 visits in group therapy are covered for 
substance abuse counseling and relapse prevention for individuals 
who have received inpatient, residential or intensive 
nonresidential treatment within 12 months. 

Answers to Specific Questions Raised. In your letter, you asked 
for clarification on the following issues: 

1. There are no deductibles in the lower cost sharing 
option. 

2. The Act includes no provisions regarding means-testing 
for mental illness and substance abuse benefits. 

3. Lower cost sharing plans do not require a copayment for 
the first 60 days of intensive nonresidential treatment 
for mental illness and substance abuse and do not 
require the payment of a one-day deductible. Higher 
c~~ans require the payment of 20% 

~---coinsurance tof'flthe first 60 days and the payment of a 
h.£~- one-day deductible. Expenses for the first 60 days of 

o{,v1.-"1~ intensive nonresidential mental illness treatment that 
an individual incurs prior to satisfying an applicable 
deductible and copayments and coinsurance may be 
applied toward the out-of-pocket limit on cost sharing. 

4. The Act does not define the terms "somatic treatment 
services" or "somatic therapies", which are used in 
section 1115(c) and (e). These terms are not defined 
in the Act in order to accomodate changes in future 
technology and treatment patterns. BERNIE??? 
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SUBSTANCE ABUSE COVERAGE AND THE HEALTH SECURITY ACT 

Today's insurance market creates a number of barriers to substance abuse 
treatment and addiction recovery, and excludes many Americans with a history of 
substance abuse from buying fairly priced insurance. 

+ Fewer than one in five Americans have no insurance coverage for substance 
abuse inpatient rehabilitation or outpatient care. 1 

+ The few who do have some coverage for substance abuse treatment face 
severe restrictions and limitations-- limits on how long and how often they 
can seek treatment, and how much that treatment can cost: 

1 in 10 have policies that limit the total number of days treatment is 
covered; so-called "lifetime limits" 

14% have limits on the number of treatments covered by insurance 

22% have lifetime dollar limitations, after which their insurance pays 
nothing for treatment.2 

+ And millions of Americans with a history of abuse find themselves locked 
out of the health insurance market; excluded due to "pre-existing 
conditions", dropped from coverage when they lose a job, or denied 
insurance altogether. 

The Health Security Act-- Comprehensive Coverage for All, 
Unprecedented Coverage of Substance Abuse Services 

The Health Security Act provides comprehensive coverage for all Americans, 
ending the discrimination and exclusion that exists today. It provides broad­
based coverage of substance abuse and mental health services, and broadens that 
coverage by the year 2001. At that time, when the benefit is fully-phased in, 
treatment of mental health and substance abuse with be parallel to coverage of 
other illnesses, with no day limits. 

+ The Health Security Act guarantees all Americans a comprehensive set of 
health benefits that can never be taken away, regardless of history of 
illness. 

1Bureau of Labor Statistics, 1991. Based on sampling of participants in large 
and medium health plans. 

2 Ibid. 



+ The comprehensive benefits package has no "lifetime limit" -- assuring that 
needed care will be covered throughout each person's lifetime, regardless of 
total cost. 

+ The mental health and substance abuse benefit is designed to promote 
individual tailoring based on need, and to cover a wide variety of settings 
for needed substance abuse services. The benefit covers: 

30 group therapy sessions for substance abuse treatment to 
build upon previous inpatient or residential care; AND 

30 days inpatient or residential treatment for mental illness or 
substance abuse treatment; OR 

60 days intensive non-residential treatment, such as care and 
counseling in home or community-based settings, including 
day hospital treatment programs; OR 

120 days of outpatient substance abuse services, such as 
counseling programs and relapse prevention programs. 

Services designed to help remove barriers to treatment for 
substance abusers, including community outreach, 
transportation and translation services. 

Additional coverage for non-residential treatment is also covered, up to 60 
additional days, with higher co-payments. 

Within this set of options, there is built-in flexibility to tailor a combination 
of treatment settings, for example drawing from each category listed above, 
so that care is as appropriate and responsive as possible for each episode, 
illness, or individual circumstance. 

+ In addition to substance abuse coverage through the comprehensive benefits 
package, the Health Security Act includes new school-based initiatives 
aimed at educating school children about substance abuse prevention, 
including tobacco and alcohol, and increased support for existing school­
based programs such as the Prevention, Treatment, and Rehabilitation 
Model Projects for High-Risk Youth. 

+ The National Institutes of Health will be provided increased funding for 
medical and behavioral research projects, giving priority to substance abuse 
as a target for new research dollars. 



Note to Jennifer Klein 

From: Sharman Stephens 

In response to your request I have given some thought to how the 
benefit package for mental illness and substance abuse might be 
simplified. From my perspective the simpliest approach would be 
to move to a straight 45 day inpatient, with a 2 for 1 trade on 
the intensive non-residential. I would also continue to allow 
the outpatient services to trade away only 30 days of inpatient, 
thus leaving a 15 day cushion for emergencies. I picked the 45 
day interval because the actuaries priced the inpatient at 
halfway between 30 and 60. 

I recognize that moving to a 45 day benefit can be criticized as 
cutting the 60 day benefit. However, I believe that the 
uncertainty around the 30/60 structure as now set up creates the 
potential for a lot of abuse on the part of health plans as well 
as the creation of an environment in which there will be 
considerable jockeying/fighting between health plans and state 
public mental health and substance abuse authorities -- with 
considerable time and effort wasted and not to the benefit of 
patients. 

I frankly believe that in real implementation the 45 day, 2 for 1 
approach creates a basic benefit that is better than under the 
current drafting. 

cc. Ken Thorpe 
Judy Feder 

N c)\-e__ 

Cl.D 
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1. Basic change is to use a straight 45 day inpatient benefit. 

2. For intensive non-residential two possible approaches: (1) 
leave as currently drafted (60/60); or (2) do straight 2 for 
1 trade so could get up to 90 days. Alternative (1) keeps 
15 days of inpatient always available, but only has 60 days 
at parity cost sharing. Alternative (2) has larger number 
of days at parity cost sharing, but runs the risk of using 
up inpatient benefit. 

3. Outpatient services leave as drafted so can trade up to 30 
inpatient days, thus always leaving 15 days of inpatient 
available. 

SERVICE COVERAGE COVERAGE 
ALTERNATIVE 1 ALTERNATIVE 2 

Inpatient hospital straight 45 days straight 45 days 
and residential annual maximum annual maximum 
services 

Intensive no change (so 60 straight 2 for 1 
Nonresidential through trade (i.e., up to 
treatment substitution, with a 90 day maximum) 

additional 60) 

Psychotherapy no change (keep 30 same as 
visits with 4 for 1 Alternative 1 
trade up to 30 days 
of inpatient) 

Substance abuse no change (keep 30 same as 
counseling visits after care Alternative 1 

in other settings 
and current trade 
up to 30 inpatient 
days) 

Other outpatient no change no change 
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Title I, Subtitle B 

46 

1 (j) CLINICIAN VISIT .-For purposes of this section, ·:· 

2 the term "clinician visit" includes the following health pro- '.{ 
l-

3 fessional services (as defined in section 1112 ( c)): 

4 

5 

6 

7 

8 

9 

10 

11 

12 

( 1) A complete medical history. 

(2) An appropriate physical examination. 

(3) Risk assessment. 

( 4) Targeted health advice and counseling, m­

cluding nutrition counseling. 

( 5) The administration of age-appropriate im­

munizations and tests specified in subsections (b) 

through (h). 

(k) IMMUNIZATIONS AND TESTS NOT ADMINISTERED 

13 DURING CLINICIAN VISIT.-Notwithstanding subsection 

14 (i)(5), the clinical preventive services described in this sec-

15 tion include an immunization or test described in this sec-

16 tion that is administered to an individual consistent with 

17 any periodicity schedule for the immunization or test dur-

18 ing the age range specified for the immunization or test, 

19 and any administration fee for such immunization or test, 

20 even if the immunization or test is not administered dur-

21 ing a clinician visit. 

22 SEC. 1115. MENTAL ILLNESS AND SUBSTANCE ABUSE SERV-

23 ICES. 

24 (a) COVERAGE.-The mental illness and substance 

25 abuse services that are described in this section are the 
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47 

l following items and services for eligible individuals, as de-

2 fined in section lOOl(c), who satisfy the eligibility require-

3 ments in subsection (b): 

4 

5 

( 1) Inpatient and residential mental illness and 

substance abuse treatment (described in subsection 

6 (c)). 

7 (2) Intensive nonresidential mental illness and 

8 substance abuse treatment (described in subsection 

9 

10 

11 

12 

13 

14 

(d)). 

(3) Outpatient mental illness and substance 

abuse treatment (described in subsection (e)), m-

eluding case management, screening and assessment, 

crisis services, and collateral services. 

(b) ELIGIBILITY.-The eligibility requirements re-

15 ferred to in subsection (a) are as follows: 

16 

17 

18 

19 

20 

(1) INPATIENT, RESIDENTIAL, 

NONRESIDENTIAL, AND OUTPATIENT TREATMENT.-

An eligible individual is eligible to receive coverage 

for inpatient and residential mental illness and sub-

stance abuse treatment, intensive nonresidential 

21 mental illness and substance abuse treatment, or 

22 

23 

24 

outpatient mental illness and substance abuse treat­

ment (except case management and collateral serv­

ices) if the individual-

•HR 3600 IH I •S 1757 IS ......... __________ ~_ 
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1 (A) has, or has had during the 1-year pe- 1 

2 riod preceding the date of such treatment, a 2 

3 diagnosable mental disorder or a diagnosable 3 

4 substance abuse disorder; and 4 

5 (B) is experiencing, or is at significant risk 5 

6 of experiencing, functional impairment in fam- 6 

7 ily, work, school, or community activities. '7 
I 

8 For purposes of this paragraph, an individual who 8 

9 has a diagnosable mental disorder or a diagnosable 9 

10 substance abuse disorder, is receiving treatment for 10 

11 such disorder, but does not satisfy the functional im;.. 11 

12 pairment criterion in subparagraph (B) shall be 12 

13 treated as satisfying such criterion if the individual I~ 

14 would satisfy such criterion without such treatment. ' 
lA 

l 

15 (2) CASE l\1ANAGEMENT.-An eligible individual 
'; 

I~ 

16 1s eligible to receive coverage for case management H 

17 if- r 

18 (A) a health professional designated by the I: 

19 health plan in which the individual is enrolled 
11 

20 determines that the individual should receive 
2, 

21 such services; and 2 

22 (B) the individual is eligible to receive cov- 2 

23 erage for, and is receiving, outpatient mental 2 

24 illness and substance abuse treatment with re- 2 

L 
~ 
), : 
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. spect to a diagnosable mental . disorder or a 

diagnosable substance abuse disorder. 

(3) SCREENING AND ASSESSMENT AND CRISIS 

4 SERVICES.-All eligible individuals enrolled under a 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

health plan are eligible to receive coverage for out­

patient mental illness and substance abuse treat­

ment consisting of screening and assessment and 

crisis services. 

( 4) COLLATERAL SERVICES.-An eligible indi-

vidual is eligible to receive coverage for outpatient 

mental illness and substance abuse treatment con-

sisting of collateral services if the individual is a 

family member (described in section lOll(b)) of an 

individual who is receiving inpatient and residential 

mental illness and substance abuse treatment, inten­

sive nonresidential mental illness and substance 

17 abuse treatment, or outpatient mental illness and 

18 

19 

20 

substance abuse treatment. 

(c) INPATIENT AND RESIDENTIAL TREATMENT.-

(1) DEFINITION.-For purposes of this subtitle, 

21 the term "inpatient and residential mental illness 

22 

23 

24 

and substance abuse treatment" means the items 

and services described in paragraphs (1) through (3) 

of section 1861(b) of the Social Security Act when 
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1 provided with respect to. a diagnosable mental dis-

2 order or a diagnosable substance abuse disorder to--

3 (A) an inpatient of a hospital, psychiatric 

4 hospital, . residential treatment center, residen-

5 tial detoxification center, crisis residential pro-

6 gram, or mental illness residential treatment 

7 program; or 

8 (B) a resident of a therapeutic family or 

9 group treatment home or community residential 

10 treatment and recovery center for substance 

11 abuse. 

12 The National Health Board shall specify those 

13 health professional services described in section 1112 

14 that shall be treated as inpatient and residential 

15 mental illness and substance abuse treatment when 

16 provided to such an inpatient or resident. 

17 (2) LIMITATIONS.-Coverage for inpatient and 

18 residential mental illness and substance abuse treat-

19 ment is subject to the following limitations: 

20 

21 

22 

23 

24 

25 

(A) RESIDENTIAL MENTAL Il.iLNESS 

TREATMENT.-Such treatment, when provided 

with respect to a diagnosable mental disorder in 

a setting that is not a hospital or a psychiatric 

hospital, is covered only to avert the need for, 

or as an alte1·native to, treatment in a hospital 
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or a psychiatric hospital,. as determined by a 

health professional designated by the health 

plan m which the individual rece1vmg such 

treatment is enrolled. 

(B) RESIDENTIAL SUBSTANCE ABUSE 

TREATMENT.-Such treatment, when provided 

with respect to. a diagnosable substance abuse 

disorder in a setting that is not a hospital or 

a psychiatric hospital, is covered only if a 

health professional designated by the health 

plan m which the individual receiving such , \ 
(' e. t_\$ ()fl CA.tll I '(e · 

treatment is enrolled determines (based o~ cri- S~~·~ ¥, t 
()~~~-·at~ 

teria that the plan may choose to employ) that prcl(.;~tc.~ 

the individual should receive such treatment. 

(C) LEAST RESTRICTIVE SETTING.-Such 

treatment is covered only when-

(i) provided to an indh~dual m the 

least restrictive inpatient or residential set-

ting that is effective and appropriate for 

the individual; and 

(ii) less restrictive intensive 

nonresidential or outpatient treatment 

would be ineffective or inappropriate. 

(D) ANNUAL LGIHT.-Prior to January 1, 

2001, such treatment is subject to an aggregate 
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logi-mrl-crr-s-01watic-theraf)y.,­

(E) INPATIENT HOSPITAL TREATMENT 

FOR SUBSTANCE ABUSE.-Such treatment, 

when provided m a hospital or a psychiatric 

hospital with respect to a diagnosable substance 

abuse disorder, 1s covered under this section 

'l 
) 

only for detoxification requiring the manage­

ment of psychiatric conditions associated with . 

withdrawal from alcohol or drugs. The items ' 

and services described in this section do not in-

elude medical detoxification as required for the 

management of medical conditions associated 
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with withdrawal from alcohol or drugs (which is 

covered under section 1111). 

(d) INTENSIVE NONRESIDENTIAL TREATMENT.-

(1) DEFINITION .-For purposes of this subtitle, 

the term "intensive nonresidential mental illness and 

substance abuse treatment" means diagnostic or 

therapeutic items or services provided with respect 

8 to a diagnosable mental disorder or a diagnosable 

9 

IO 

I 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

substance abuse disorder to an individual-

(A) participating in a partial hospitaliza­

tion program, a day treatment program, a psy­

chiatric rehabilitation program, or an ambula-

tory detoxification program; or 

(B) rece1vmg home-based mental illness 

services or behavioral aide mental illness serv-

ices. 

The National Health Board shall specify those 

health professional services described in section 1112 

that shall be treated as intensive nonresidential men-

tal illness and substance abuse treatment when pro-

vided to such an individual. 

(2) LIMITATIONS.-Coverage for intensive 

nonresidential mental illness and substance abuse 

treatment is subject to the following limitations: 
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(A) DISCRETION OF PLAN.-An individual ~: 

shall receive coverage for such treatment if a :~ 

health professional designated b~-- the health 'I 
plan in which t~~~ipdividual .is e11rolled dete~ ~ 

-reo..St1":KlW 1e.JtG\l'\e·""~o1r me.a~ca.\~c.1~ 
mines (based onA criteria that the plan may ~ 

choose to employ) that the individual should re- i 
ceive such treatment. • 

~~ 
~ 

(B) TREATMENT PURPOSES.-Such treat- ; 

ment is covered only when provided-
.~ 
2 
,, 

(i) to avert the need for, or as an al- ·; 

ternative to, treatment in residential or in-

patient settings; 

(ii) to facilitate the earlier discharge 

of an individual receiving inpatient or resi-

dential care; 

(iii) to restore the functioning of an 

individual with a diagnosable mental dis-

order or a diagnosable substance abuse 

disorder; or 

(iv) to assist such an individual to de­

velop the skills and gain access to the sup­

port services the individual needs to 

achieve the maximum level of functioning 

of the individual within the community. 

(C) ANNUAL LIMIT.-
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(i) IN GENERAL.-Prior to January 1, (~ \-\e_.;'t\tL\:Je_ 
2-

2001, the number of covered days of inpa­

tient and residential mental illness and C\ l ~~r.,a~v 
substance abuse treatment that are avail­

able to an individual under the ~-day 
limit described in the first sentence of sub-

section (c)(2)(D) shall be reduced by 1 day 

for each 2 covered days of intensive 

nonresidential mental illness and substance 

abuse treatment that are provided to the 

individual, until such number is reduced to 

zero. 

number 

individ 

treatment. 

(D) DETOXIFICATION .-Intensive 

nonresidential mental illness and substance 

•HR 3600 IH I •S 1757 IS 

I 
l.._) (. \.) le\ ~V\{;.V....'<.. 
\t\ t, 
(.,\/\ [l V\. '/-4 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 't 

~; 
Titk I, Subtitk " 

,-, 

56 

abuse treatment consisting of detoxification 

covered only if it is provided in the context o· 

a treatment program. 

OUT-OF-PO T MAXIMUM.-Prior . 

2001, e)."J)enses 

men illness 

11 treatment, 

12 

13 

14 

~~\~;~~~"15 ~.[ 
.Cc r L-o<~\- 16 

\tl\.-00 ~ 17 

18 (e) OUTPATIENT TREATMEi\T.-

19 ( 1) DEFINITION .-For purposes of this subtitle, · 

20 the term "outpatient mental illness and substance· 
' 

21 abuse treatment" means the follo\\ing services pro-'· 

22 vided \\rith respect to a diagnosable mental disorder l 

23 or a diagnosable substance abuse disorder in an out-

24 patient setting: 

25 (A) Screening and assessment. 

•HR 3600 IH I •S 1757 IS 

1 

2 

3 

4 

5 

6 

8 

9 

10 

1 l 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

•ll 



. ' • lS ., 

· to 

s1ve 

mce 

1r1or \ 

mch · 

ince 

mch 

an- 1 

nder :. 
~ f I 

3 of 

sub-

)(ii). I 
~ 

title, 
-~ 

1 ance 
'~ 
'I! 

pro-

rd er 

out-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~ 
57 

(B) Diagnosis . 

( C) Medical management. 

TiUe I, SuhtiUe B 

(D) Substance abuse counseling and re-

lapse prevention. 

(E) Crisis services. 

(F) Somatic treatment services. 

( G) Psychotherapy. 

(H) Case management. 

(I) Collateral services. 

(2) LIMITATIONS.-Coverage for outpatient 

mental illness and substance abuse treatment is sub- \-\\---~oJ-S'~~ 
ject to the following limitations: /Ct fi\b. 'A~ 

(A) HEALTH PROFESSIONAL~SERVICES.-

Such treatment is covered only when it con-

stitutes health professional services (as defined 

in section 1112( c )(2) >, o < W 'h e.n p 'f <> ~; 6,e~ b ~ "-- . 
An · d. ·a i lh~~t~"' (B) DISCRETION OF PLAN.- m lVl ua ~ . \ i.l.~ 

'1'" o'-c...' • T <r 
shall receive coverage for outpatient mental ill- ·-\-\Ja.f I( .s 

ness and substance abuse treatment consisting \-e~a. \ \\. 
t\ u·\1~·-((.1e, . ~ 

of substance abuse counseling and relapse pre- ·\·o p \ Q:J .'1 i. ~ 

vention if a health professional designated by +~\ ·~ 

the hea~th plan in which the individual is. :en­
r t'..A.Xhltl \..l\c.:. 5..\.o .. 11idG\<'d.S ci.f ~'41c..._] p rt"'-C.t1C.~ 

rolled determines (based oni\ criteria that the 

plan may choose to employ) that the individual 

5' e< \) i e_,~$ 
i ~ ·+\-,.e_ 
Sir~~' \(\\ 
w ·,~ ;"<:.. V\ 
~~1_.~·~ .. 1\tl,, Dt_'.f'i. ~ should receive such treatment. This subpara- ~· ~ \ 
·~ '\0 C\.\ \ ~-e& ,, 
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graph does not apply to group therapy covere ! 

pursuant to subparagraph (C)(ii)(II). 

(C) ANNUAL LIMITS.-

(i) PSYCHOTHERAPY AND 

ERAL SERVICES.-Prior to January 1~ 

' 2001, psychotherapy and collateral service~ 

are subject to an aggregate annual limit of 

30 visits per individual. Additional visitS 

may be covered, at the discretion 

health plan in which the individual rece1v• 
'j 

ing treatment is enrolled, to prevent hos~. 
f 

pitalization or to facilitate earlier hospita( 

release, for which the number of covered 

days of inpatient and residential mental ill-
l 

ness and substance abuse treatment that'. 

are available to an individual under the .l} 
day limit described in the first sentence of~ ' 

' 
subsection (c)(2)(D) shall be reduced by 1: 

day for each 4 visits. After such number; 

has been reduced to~, no additional vis-1 , 
its under the preceding sentence may be j ' 

covered. 

(ii) SUBSTANCE ABUSE COUNSEUNG . 

AND RELAPSE PREVENTION.-
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(I) IN GENERAL.-Except as pro- 0 \ 
,.-------- \ (' f6 1 \IC 

vided in subclause (II), rthe number of 
"} (\ 

1n \.)LIS\ \J 
covered days of inpatient and residen- ,J_oo I 

tial mental illness and substance 

abuse treatment that are available to 

an individual under the j[day limit 

described in the first sentence of sub-

section (c)(2)(D) shall be reduced by 

1 day for each 4 visits for substance 

abuse counseling and relapse preven-

tion that are covered for the individ-

ual under subparagraph (B). After 

such number has been reduced to 

~ no visits for substance abuse 
' 

counseling and relapse prevention may 

be covered, except as provided in 

subclause (II). 

(II) GROUP THERAPY.-Prior to 

January 1, 2001, substance abuse 

counseling and relapse prevention con-

sisting of group therapy is subject to 

a separate aggregate annual limit of 

30 visits, if such therapy occurs with-

in 12 months after the individual has 

received, with respect to a diagnosable 
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".·1 
substance abuse disorder, inpatient · 

'~ 
and residential mental illness and sub~ 

stance abuse treatment or intensiv~· ~ · 
, 

nonresidential mental illness and sub-1· · 
-~ 

stance abuse treatment. The provi-'. 

sions of clause (i) and subclause (:f)·~ 

do not apply to therapy that is de-~ 
·' ., 

scribed in the preceding sentence. 

(D) DETOXIFICATION.-Outpatient mental i · 
illness and substance abuse treatment consist- . ·' 

~ 

ing of detoxification is covered only if it is pro- ~­
it 

vided in the context of a treatment program. 

I 

(E) OUT-OF-POCKET MAXIMUM.-Prior to J 

January 1, 2001, expenses for outpatient men- t 
l tal illness and substance abuse treatment that ·1 

an individual incurs prior to satisfying ·a de­

ductible applicable to such treatment, and 

copayments and coinsurance paid by or on be­

half of the individual for such treatment, may 

not be applied toward any annual out-of-pocket 

limit on cost sharing under any cost sharing 

schedule described in part 3 of this subtitle. 

(f) OTHER DEFINITIONS.-For purposes of this sub-
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(1) CASE MANAGEMENT.-The term "case man-

agement" means services that assist individuals in 

3 gaining access to needed medical, social, educational, 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

and other services. 

(2) DIAGNOSABLE MENTAL DISORDER AND 

DIAGNOSABLE SUBSTANCE ABUSE DISORDER.-The 

terms ''diagnosable mental disorder'' and 

"diagnosable substance abuse disorder" mean a dis-

order that-

(A) is listed in the Diagnostic and Statis­

tical Manual of Mental Disorders, Third Edi-

tion, Revised or a revised version of such man-

ual (except V Codes for Conditions Not Attrib­

utable to a Mental Disorder That Are a Focus 

of Attention or Treatment); 

(B) is the equivalent of a disorder de­

scribed in subparagraph (A), but is listed in the 

International Classification of Diseases, 9th Re-

vision, Clinical Modification, Third Edition or a 

revised version of such text; or 

(C) is listed in any authoritative te:\.1; speci­

(ying diagnostic criteria for mental disorders or 

substance abuse disorders that is identified by 

the National Health Board. 
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ii ( 3) PSYCHIATRIC HOSPIT AL.-The term "psy-· 

chiatric hospital" has the meaning given such term. 

in section 1861(f) of the Social Security Act, except 

4 that such term shall include-:-

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(A) in the case of an item or service pro-: 

vided to an individual whose applicable health ' 
\ 
I 

plan is specified pursuant to section 1004(b)(l),; 

a facility of the uniformed services under title · 

10, United States Code, that is engaged in pro-~ 
I 

viding services to inpatients that are equivalent , 

to the services provided by a psychiatric 

pital; 

(B) in the case of an item or service pro-
1 

vided to an individual whose applicable health 
.. 

plan is specified pursuant to section 1004(b)(2), 1
1 

a facility operated by the Department of Veter- :. 

ans Affairs that is engaged in providing services . 

to inpatients that are equivalent to the services ,'. 

provided by a psychiatric hospital; and 

( C) in the case of an item or service pro- . 

vided to an individual whose applicable health . 

plan is specified pursuant to section 1004(b)(3), ~ 

a facility operated by the Indian Health Service ·' 

that is engaged in providing services to inpa-
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tients that are equivalent to the services pro­

vided by a psychiatric hospital. 

3 SEC. 1116. FAMILY PLANNING SERVICES AND SERVICES 

4 

5 

FOR PREGNANT WOMEN. 

The services described in this section are the follow-

6 ing items and services: 

7 

8 

9 

10 

11 

12 

13 

14 

( 1) Voluntary family planning services. 

(2) Contraceptive devices that-

( A) may only be dispensed upon prescrip-

tion; and 

(B) are subject to approval by the Sec­

retary of Health and Human Services under the 

Federal Food, Drug, and Cosmetic Act. 

(3) Services for pregnant women. 

15 SEC. 1117. HOSPICE CARE • 

16 The hospice care described in this section is the items 

17 and services described in paragraph ( 1) of section 

18 1861(dd) of the Social Security Act, as defined in para-

19 graphs (2), (3), and (4)(A) of such section (with the ex-

20 ception of paragraph (2)(A)(iii) ), except that all references 

21 to the Secretary of Health and Human Services in such 

22 paragraphs shall be treated as references to the National 

23 Health Board. 
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1 SEC. 1133. HIGHER COST SHARING. :% ,, 
2 (a) IN GENERAL.-The higher cost sharing schedule 

·.•, 

3 referred to in section 1131 that is offered by a healtU 

4 plan-
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

"'-., 19 ,, 
20··."' 

21 

22 

23 

24 

25 

( 1) shall have an annual individual general d~f; 
.1 

ductible of $200 and an annual family general de_( 
·I 

ductible of $400 that apply with respect to expenses ,. 
t 

incurred for all items and services in the comprehe~} 
·Yi sive benefit package except- ·, 

(A) an item or service with respect 

which a separate individual deductible 

under paragraph (2), (3), or ( 4); or 

(B) an item or service described m 

graph (5), (6), or (7) with respect to which a 
' 

deductible does not apply; u ' 
·ff ~o .,.-\\-o ~~fl·':la.~~~1 \ > 2~' . 

(2J shall reqmre an md1vidual to mcur expenses' 
A 

during each episode of inpatient and residential 

mental illness and substance abuse treatment (de-, 
·~ 

scribed in section 1115(c)) equal to the cost of one 

day of such treatment before the plan provides bene-' 

fits for such treatment to the individual; ; 
fr ior t(2) J"'~n\W..r--~ 1 2...~I ·, 

( 3) shall require an individuaf to incur e:..."})enses· 
A 

during each episode of intensive nonresidential men-; 

tal illness and substance abuse treatment (described: 

in section l ll5(d)) equal to the cost of one day ofj 
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such treatment before the plan provides benefits for 

such treatment to the individual; 

( 4) shall require an individual to incur expenses 

m a year for outpatient prescription drugs and 

biologicals (described in section 1122) equal to $250 

before the plan provides benefits for such items to 

the individual; 

8 ( 5) shall require an individual to incur expenses 

9 in a year for dental care described in section 1126, 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

except the items and services for prevention and di­

agnosis of dental disease described in section 

l 126(a)(2), equal to $50 before the plan provides 

benefits for such care to the individual; 

(6) may not require any deductible for clinical 

preventive services (described in section 1114); · 

(7) may not require any deductible for clinician 

visits and associated services related to prenatal care 

or 1 post-partum visit under section 1116; 

(8) may not require any deductible for the 

items and services for prevention and diagnosis of 

dental disease described in section 1126(a)(2); 

( 9) shall have-

(A) an annual individual out-of-pocket 

limit on cost sharing of $1500; and 

•HR 3600 m I •S 1757 IS 



· schedule 

tVICES.-With~ 
.-.I· 

~e (as define~~ 
.... t 

:~· 
sharing sched:t 

"J 

~~ 

1d a family to~~ 
•' ,.r; 

~s 

ce with 

mrance m 

SURAN CE. 

specifies, for 

and comsur- · 

~rvicea 

,;~ · Cost Shari11g Schedule. ·~ 

;1·~ rcent. of applicable 
ment rate 

rcent of applicable 
ment rate 

~· 
'!'' 

Title I, Subtitle B 

87 
· ... 

Copaymenta and Coinsurance for Items and Services-Continued 

Benefit Section Lower Cost Sharing 
Schedule 

Hospital emergency room 
sen ices .............................. . 

Sen ices 
sionals 

of health profes-

Emergency senices other 
than hospital emergency 
room senices .... ; ................ . 

Ambulatory medical and sur-
gical senices ..................... . 

Clinical preventive senices .... 

Inpatient and residential men­
tal illness and substance 
abuse treatment. ................ . 

Intensive nonresidential men­
t1d illness and substance 
abuse treatment (except 
treatment pro,ided pursu­
ant to section 
l l l 5(d)(2)(C)(ii)) ............. . 

Intensive nonresidential men­
tal illness and substance 
abuse treatment pro,ided 
pursuant to section 
l I 15(d)(2)(C)(ii) .............. . 

Outpatient mental illness and 
substance abuse treatment 
(except psychotherapy, col­
lateral senices, and case 
management) ................... .. 

Outpatient psychotherapy and 
collateral senices .............. . 
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1111 $25 per ,;sit (un-
les8 patient has 
an emergency 
medical condition 
as defined in sec-
tion 1867(e)(l) 
of the Social Se-
curity Act) 

1112 $10 per ,;sit 

1113 $25 per \isit (un-
less patient has 
an emergency 
medical condition 
as defined in sec-
tion 1867(e)(l) 
of the Social Se-
eurity Act.) 

1113 $10 per \isit 

1114 :-.lo copayment 

1115 No copayment 

1115 :-.lo copayment 

1115 $10 per \isit 

1115 $25 per \isit until 
January 1, 2001, 
and $10 per \isit 
thereafter 

Higher Cost Sharing Schedule 

20 percent of applicable 
payment rate 

20 percent of applicable 
payment rate 

20 percent of applicable 
payment rate 

20 percent of applicable 
payment rate 

:-.lo coinsurance 

20 percent of applicable 
pa~1nent rate 

20 percent of applicable 
pa~ment rate 

20 percent of applicable 
payment rate 

50 percent of applicable 
payment rate until Jan­
uary 1, 2001, and 20 
percent thereafter 


