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Subtitle B-Benefits 

SEC. 1101. Q~ALIFIED HEALTH COV"ERAGE. 

Tit~ I. Subtit~ B 

In this Act, the term '"qualified health coverage .. means health 
coverage that -

m provi.des-
(Al at least standard coverage consistent with section 

1102. or 
rBl .at least high-deduetible coverage consistent with 

section 1103; and 
(2) meets other re.quirements of subtitle A applicable to 'the 

cover.age and the carrier or group health plan providing the 
·.--= ... \-.·erage. 
SEC. 110 "STANDARD COVERAGE.' 

r al GENERAL.- Health insurance coverage is consi,dered to 
provide standard coverage consistent with this· subsection if-

( 1 l benefits under such coverage are provided within at 
least each of the required categories of benefits described in 
paragraph (1) of subsection "tbl and consistent. with such sub-
seetion; . . 

(2l the aetuarial value of the benefits meets the require-
ments of subsection (C), . 

(3) the benefits comply with the minimum requirements 
specified in subsection ( d), ·and 

(4) the ·benefits do not violate the anti-discrimination rules 
~ribed in section 1105. · 
~ UIRED CATEGORIES OF COVERED BENEFITS.-· . 

· IN GENERAL.-. The categories of covered benefits de­
~ri . in. this paragraph are the types of benefits specified in. 
subparagraphs lAl Bl. tC) !Dl and rF) of para · a h (1) and 

· subparagraphs IE) and rF) of ara a ( o section 
Oftit1 ru e tates ode treating to. types o benefits re-
quired to be in health insurance offered· to Federal ·employees!. · 

12! COVERAGE OF TREATh1.EN1'S IN APPROVED RESEARCH 
TRIALS.- . , 

(Al IN GENERAL.-Coverage of the routine medical 
costs (as· defined in subparagraph <B)l associated with the 
delivery of treatments shall· ·be conside.red to be medically 
appropriate only if the treatment is part of ari approved re­
search trial las defined in subparagraph (C)). -
. (B) RotmNE MEDICAL COSTS DEFINED".-In. subpara­
graph (A~. the tenil "routine medical costs" means the cost 
of health services required to provi.de treatment· according 
to the design of the ·trial, except those costs no.rmally paid 
for by other funding sourc·es tas define~ by the Secretaryl. 
Such costs do not include the cost of the investigational 
agent, devices or procedures themselves, the costs of any 
nonhealth services that might be required for a person to 
receive the treatment .. or the costs of managing the re­
search. 

!C) APPROVED RESEARCH TRI;\!. DEFINED.-In subpara­
graph (A), the term "approved reseatch trial" means a 
trial- .. 

(i) conducted for the primary purpose of determin­
ing the safety, effectiveness. efficacy, or health out- . 
comes of a treatment. compared with the best avail­
able alternative treatment, and 

(ii) approved by the '.Secretary. 
A trial is deemed to be approved under clause tiii if it is 
approved by the National Institutes of Health, the Food 
and Drug Administration 'through an investigatiorial new 
drug exemptionl, the Department of Veterans Affairs, or 
by a qualified nongovernmental. research entity <as identi· 
tied in guidelines iss.ued ·by one or more of the National In-
stitutes of Healthl. · 



5 § 8903 

Funding of health plan 
Review 5 

I. Exclusion of benefits 
Under this chapter only "government-\\ide'' 

plans are required to include benefits for ex­
penses incurred for health sel'\ices of cata­
strophic nature. namely. "ser.ice benefit" and 
"indemnity benefit" plans, and their requirement 
was not applicable to "employee organization" 
plan for special agents of the Federal Bureau of 
Investigation and. in any event, even when gov­
emmenrnide plan is invoh·ed. it may be appro­
priate for the Office of Personnel Management 
to balance catastrophic coverage requirement 
against other statutory concerns. Tackitt v. 
Prudential Ins. Co. of America. D.C.Ga.1984, 595 
F.Supp. 887. 

Although Office of Personnel Management 
may exclude benefit under this chapter that is 
inordinately expensive in relation to value of 
sel'\ices received. Office's decision must be scru­
tinized to determine whether cost justification is 
supported by facts and whether it is proceeding 
rationally and reasonably in light of purpose and 
objective of this chapter. American Federation 
of Government Emp.. AFL-CIO v. Devine, 
D.C.D.C.1981, 525 F.Supp. 250. 

There is no implied provision under the 
Health Benefits Act, 5 U.S.C.A. §§ 8901-8913, 
for payment of compensation to federal employ­
ee for unwanted coverage in health insurance 
premiums voluntarily paid. Rosano '" U.S., 
1985, 9 Cl.Ct. 137, affirmed 800 F.2d 1126, cer­
tiorari denied 107 S.CL 1350, 480 U.S. 907, 94 
L.Ed.2d 521. 

2- Funding of health plan 
Joint resolution of Congress making continu­

ing appropriations for fiscal year 1982 did not 
prohibit Office of Personnel Management from 
funding coverage for therapeutic abortions or 
incumng administrative expenses in adrninistra-
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tion of any health plan including such coverage. 
American Federation of Government Emp., 
AFL-CIO v. De,ine. D.C.D.C.1981, 525 F.Supp. 
250. 

3. Determination of necessary benefits 

Consistent \\ith underl)ing purposes of this 
chapter, Office of Personnel Management may 
and should consider cost to government in de­
termining what health benefits for federal em­
ployees are necessary or desirable. National 
Federation of Federal Employees v. Devine, 
1981, 679 F.2d 907, 220 U.S.App.D.C. 89. 

~. Approval of plans 

Office of Personnel Management, charged 
v.ith approval of health benefit plans for federal 
employees, must act in manner cohsil;tent · v.ith 
goals and policies of the Federal Employees 
Health Benefits Act, two of such Competing 
goals being catastrophic coverage and low pre­
miums. Tackitt v. Prudential Ins. Co. of Amer­
ica, C.A.11 <Ga.) 1985, 758 F.2d 1572. 

5. Review 

In ,;ew of fact, inter alia, that Office of Per­
sonnel Management in approving benefit 
changes requested by FBI agents' benefit asso­
ciation and by insurer by whom the health bene­
fit plan was underwritten in part, considered 
competing goals of catastrophic coverage and 
low premiums, and in view of fact that the 
benefit association was faced \\ith 30.3 percent 
premium increase if existing plan continued, ap­
proval of plan whereby the association was able 
to operate 8.5% decrease in premiums to 20,000 
members other than plaintiff was not arbitrary 
or capricious though a $75,000 burden was 
placed upon plaintiff who had received home 
nursing care since 1977 and who would have 
been fully reimbursed for same until 1982. 
Tackitt v. Prudential Ins. Co. of America, C.Al 1 
<Ga.) 1985, 758 F.2d 1572. 

§ 8903a. Additional health benefits plans 

(a) In addition to any plan under section 8903 of this title, the Office of Personnel 
Management may contract for or approve one or more health benefits plans under this 
section. 

(b) A plan under this section may not be contracted for or approved unless it-­
(1) is sponsored or underwritten, and administered, in whole or substantial part, 

by an employee organization described in section 8901(8)(8) of this title; 
(2) offers benefits of the types named by paragraph (1) or (2) of section 8904 of 

this title or both; 
(3) provides for benefits only by paying for, or providing reimbursement for, the 

cost of such benefits (as provided for under paragraph (1) or (2) of section 8903 of 
this title) or a combination thereof; and 

(4) is available only to individuals who, at the time of enrollment, are full 
members of the organization and to members of their families. 

(c) A contract for a plan approved under this section shall require the carrier­
(1) to enter into an agreement approved by the Office with an underwriting 

subcontractor licensed to issue group health insurance in all the States and the 
District of Columbia; or 

(2) to demonstrate ability to meet reasonable minimum financial standards 
prescribed by the Office. 
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(d) For the purpose of this section, an individual shall be considered a full member of 
an organization if such individual is eligible to exercise all rights and privileges incident 
to full membership in such organization (determined without regard to the right to hold 
elected office). 

(Added Pub.L. 99-53, § t(b)(!), June 17, 1985, 99 Stat. 93.) 

HISTORICAL AND STATUTORY NOTES 

Legislative History 
For legislative history and purpose of Pub.L. 

99-53. see 1985 U.S. Code Cong. and Adm. 
News, p. 81. 

CROSS REFERENCES 

Medicare premiums deducted from civil ser­
'ice retirement annuities, reimbursement of en­
rollees under plan described in this section. see 
section 1395s(d)(!) of Title 42, The Public Health 
and Welfare. · 

Restored disability annuitants, enrollment in 
health benefits plan described in this section, 
see section 8908(c) of this title. 

r_...o;<a_.The benefits to be provided under plans described by section 8903 of this title may 
e o the following types: 

(1) Sen;ce benefit plan.­
Hospital benefits. 
Surgical benefits. 
In-hospital medical benefits. 

(!!!> Ambulatory patient benefits. 
(E) Supplemental benefits. 

® Obstetrical benefits. 
(2) Indemnity benefit plan.­

(A) Hospital care. 
(8) Surgical care and treatment. 
(C) Medical care and treatment. 
(D) Obstetrical benefits. 

Prescribed drugs, medicines, and prosthetic devices. 
Other medical supplies and services. 

(3) ployee organization plans.-Benefits of the types named under para-
graph (1) or (2) of this subsection or both. 

(4) Comprehensive medical plans.-Benefits of the types named under para-
graph (1) or (2) of this subsection or both. 

All plans contracted for under paragraphs (1) and (2) of this subsection shall include 
benefits both for costs associated with care in a general hospital and for other health 
services of a catastrophic nature. 

(b)(l)(A) A plan, other than a prepayment plan described in section 8903(4) of this 
titre:'" may not provide benefits, in the case of any retired enrolled individual who is age 
65 or older and is not covered to receive Medicare hospital and insurance benefits under 
part A of title XVIII of the Social Security Act (42 U.S.C. 1395c et seq.), to pay a charge 
imposed by any health care provider, for inpatient hospital services which are covered 
for purposes of benefit payments under this chapter and part A of title XVIII of the 
Social Security Act, to the extent that such charge exceeds applicable limitations on 
hosoital charires established for Medicare ourooses under section 1886 of the Social 
Sec;rnty Act (42 U.S.C. 1395ww). Hospitai providers who have in force participation 
agreements with the Secretary of Health and Human Services consistent with sections 
1814(a) and 1866 of the Social Security Act (42 U.S.C. 1395f(a) and 1395cc), whereby the 
participating provider accepts Medicare benefits as full payment for covered items and 
sen;ces after applicable patient copayments under section 1813 of such Act (42 U.S.C. 
1395e) have been satisfied. shall accept equivalent benefit payments and enrollee 
copayments under this chapter as full payment for services described in the preceding 
sentence. The Office of Personnel Management shall notify the Secretary of Health and 
Human Services if a hospital is found to knowingly and willfully violate this subsection 
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on a repeated basis and the Secretary may invoke appropriate sanctions in accordance 
\\ith section !866(b)(2) of the Social Security Act (42 U.S.C. 1395cc(b)(2)) and applicable 
regulations. 

(8)(i) A plan, other than a prepayment plan described in section 8903(4), may not 
pro,ide benefits. in the case of any retired enrolled individual who is age 65 or older and 
is not entitled to Medicare supplementary medical insurance benefits under part B of 
title X"VIII of the Social Security Act (42 U.S.C. !395j et seq.), to pay a charge imposed 
for physicians' services (as defined in section 1848(j) of such Act, 42 U.S.C. 1395w--4(j)) 
which are covered for purposes of benefit payments under this chapter and under such 
part, to the extent that such charge exceeds the fee schedule amount under section 
1848(a) of such Act (42 U.S.C. 1395w--4(a)). 

(ii) Physicians and suppliers who have in force participation agreements with the 
Secretary of Health and Human Senices consistent with section 1842(h)(l) of such Act 
(42 U.S.C. !395u(h)(l)), whereby the participating provider accepts Medicare benefits 
(including allowable deductible and coinsurance amounts) as full payment for covered 
items and senices shall accept equivalent benefit and enrollee cost-sharing 0i.mder this 
chapter as full payment for senices described in clause (i). Physicians. and suppliers 
who are nonparticipating physicians and suppliers for purposes of paz:t B of title XVIII 
of such Act shall not impose charges that exceed the limiting charge under section 
1848(g) of such Act (42 U.S.C. 1395w-4(g)) with respect to services described in clause 
(i) provided to enrollees described in such clause. The Office qf Personnel Management 
shall notify a physician or supplier who is found to have violated this clause and inform 
them of the requirements of this clause and sanctions for such a violation. The Office of 
Personnel Management shall notify the Secretary of Health and Human Services if a 
physician or supplier is found to kno.,.,ingly and willfully violate this clause on a repeated 
basis and the Secretary of Health and Human Services may invoke appropriate 
sanctions in accordance with sections 1128A(a) and 1848(g)(l) of such Act (42 U.S.C. 
1320a-7a(a), 1395w-4(g)(l ll and applicable regulations. 

(C) If the Secretary of Health and Human Services detennines that a violation of this 
subsection warrants excluding a pro,ider from participation for a specified period under 
title XVIII of the Social Security Act, the Office shall enforce a corresponding exclusion 
of such pro,ider for purposes of this chapter. 

(2) Notwithstanding any other provision of law, the Secretary of Health and Human 
Senices and the Director of the Office of Personnel Management, and their agents, shall 
exchange any information necessary to implement this subsection. ·· 

(3)(A) Not later than December l, 1991, and periodically thereafter, the Secretary of 
Health and Human Services (in consultation with the Director of the Office of Personnel 
Management) shall supply to carriers of plans described in paragraphs (l) through (3) of 
section 8903 the Medicare program information necessary for them to comply with 
paragraph (1). 

<Bl For purposes of this paragraph, the term "Medicare program information" 
includes (i) the limitations on hospital charges established for Medicare purposes under 
section 1886 of the Social Security Act (42 U.S.C. 1395\\w) and the identity of hospitals 
which have in force agreements with the Secretary of Health and Human Services 
consistent with section 1814(a) and 1866 of the Social Security Act (42 U.S.C. 1395f(a) 
and 1395cc), and (ii) the fee schedule amounts and limiting charges for physicians' 
services established under section 1848 of such Act (42 U.S.C. 1395w--4) and the identity 
of participating physicians and suppliers who have in force agreements with such 
Secretary under section 1842(h) of such Act (42 U.S.C. 1395u(h)). 

(4) The Director of the Office of Personnel Management shall enter into an arranire­
ment with the Seael.a.i'Y uf Health and Human Services, to be effective before the fii=st 
day of the fifth month that begins before each contract year, under which-

(Al physicians and suppliers (whether or not participating) under the Medicare 
program will be notified of the requirements of paragraph (l)(B); 

(8) enforcement procedures will be in place to carry out such paragraph 
(including enforcement of protections against overcharging of beneficiaries); and 
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(C) Medicare program information described in paragraph (3)<Bl(ii) .,..;u be 
supplied to carriers under paragraph (3)(A). 

amended Pub.L. 101--008, Title VII. § 7002Cf)(l). Nov. 5, 1990. 104 St.at. 1388-:~0; Pub.L. 
\·~~78. § 2(76). Oct. 2, 1992, 106 St.at. 1355; Pub.L. lo:Hlli. Title XI. § 11003Cal, Aug. 10. 1993. 107 

Stat. 409.l 

HISTORICAL AND STATUTORY NOTES 

References in Text 

The Social Security Act. referred to in subsec_ 
(b). is Act Aug. 14, 1935. c. 531, 49 St.at. 620 .. as 
:unended. Title XVI!l of the Social Secunty 
. .\ct is classified to subchapter XVI 11 (secuo.n 
1395 et seq.) of chapter 7 of Title 42, The Public 
Health and Welfare. Parts A and B of Title 
;-.."VI II of such Act are classified generally. to 
part A (section 1395c et seq.) and part B (section 
1395j el seq.) of subchapt.er XVIII of chapter 7 
of Title 42. Sections l 128A. 1842, and 1848 of 
such Act are classified to sections 1320a-7a. 
1395u, lllld 1395w-4, respectively, of Title 42. 
For complete classification of this Act to the 
Code, see section 1305 of Title 42 and Tables. 

1993 Amendments 
Subsec. (b)(l). Pub.L. lo:Hlli. § 11003(a)(!), 

designated existing text as suhpar. (A) and add­
ed suhpars. (B) and (Cl. 

Subsec. (b)(3)(B). Pub.L. lo:Hi6. 
§ 11003(a)(2)(A), designated portion of existing 
text as cl. (i). 

Pub.L. lo:Hi6. § 11003(a)(2)(B), added cl. (ii). 

Subsec. (b)(4). Pub.L. 103--66, § 11003(a)(3). 
added par. (4). 

1992 Amendments 
Subsec. (a). Pub.L. lO'l--378, § 2(76), substi­

tuted "this subsection" for "'this section". 

Subsec. (a)(3). Pub.L. 102--378. § 2(76), sub­
stituted "this subsection" for "this section". 

Subsec. (a)(4). Pub.L. 102~78, § 2(76), sub­
stituted "this subsection" for "this section". 

1990 Amendment 

Pub.L. 101-508 designated existing provisions 
as subsec. (a) and added subsec. (b). 

Effective Date of 1993 Amendments 

Section 11003(b) of Pub.L. 103-66 provided 
that: '1'he amendments made by subsection (a) 

[amending this section] shall apply v.ith respect 
to contraet years beginning on or after January 
1, 1995." 

Impact Of Amendments By Title VII Of The 
Omnibus Budget Reconciliation Act Of 
1990 
Amenclments deemed exceptions to prohibi­

tion of counting as savings the transfer of g.ov­
emment actions from one year to another un· 
posed under section 202 of the Balanced Budget 
and Emergency Deficit Control ReaffirmaUon 
Act of 1987 see section 7301 of Pub.L. 101-508. 
set out as a' note under section 2101 of this title. 

Mental Health, Alcoholism, and Drug Addie· 
tion Benefits; Congressional Findings; 
Sense of Congress 
Pub.L. 99-251. Title I, § 107, Feb. 27, 1986, 

100 St.at. 16, provided that: 
"(a) Findings.-The Congress finds that-

"(!) the treatment of mental illness. alco­
holism, and dnig addition are basic health 
care ser.ices which are needed by approXI· 
mately 40,000,000 Americans each year; 

"(2) treatment of mental illness, alcoholism. 
and drug addiction is increasingly successful; 

"(3) timely and appropriate treatment_ of 
mental illness, alcoholism, and drug addicuon 
is cost effective in terms of restored produc­
tivity, reduced utilization of other health ser­
vices, and reduced social dependence; and 

"(4) mental illness is a problem of grave 
concern to the people of the United St.ates and 
is widely but unnecessarily feared and rrusun­
derstood. 
"(b) Sense of the Congress.-11 is the sense 

of the Congress-
"(\) that participants in the Federal em· 

ployees health benefits program should re­
ceive adequate benefits coverage for treat­
ment of mental illness, alcoholism, and drug 
addiction; and 

"(2) that the Office of Personnel Manage­
ment should encourage participating health 
benefits plans to provide adequate benefits 
relating to treatment of mental illness. alc<>­
holism, and drug addiction (including benefits 
relating to coverage for inpatient and outpa­
tient treatment and cataStrophic protection 
benefits)." 

Legislative History 
Effective Date of 1992 Amendments For legislative history and purpose of Pub.L. 

Amenclment by Pub.L. lO'l--378 effective Oct. 101--508, see 1990 U.S. Code Cong. and Aclm. 
2. 1992. see section 9(a) of Pub.L. 1~78._set News, p. 2017. See. also. Pub.L. 103-66. 1993 
out as a note under section 6303 of this ntle. U.S. Code Cong. and Adm. News. p. 378. 

Cii.USS ii.EF"EkEJ\l(;t;:S 

Additional health benefit plans. offer of bene­
fits of the type named in this section as prereq-

uisit.e to contract or approval. see section 
8903a(b )(2) of this title. 

§ 8905. Election of coverage . 
(a) An employee may enroll. in.~ approved health benefi~ plan described by section 

8903 of this title either as an mdMdual or for self and family. 
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and other health professionals of the process followed in the pro­
vision of health services; 

''(9) prO\·ide ~edical so?ial ser.l'ices for its members 1~ncl 
encourage and :.ictl\:ely provide fo~· its members health e?ucat10n 
senices edncat1011 m the appropr1ate use of health services, a.ncl 
t>ducati~n in the contribution each member can make to the marn-
teuance of his own health; . . 

•• ( 10) prnvicle, or make. arrangements for, contrnumg educa­
tion for its health profcss10nal staff; and 

•· ( 11) p1·0\·idc, in accordanc:e with regt~ latio~1s .of the Secretary 
(inc J u<l ing s:~ fcgu:1 rds concern 1~1g the contident1al 1ty of tl~e doctor­
patient rclat101~sl11p): an effect.1rn proccdu.1·e for developmg, com­
piling, c\'iduat1.ng, and .reportlll!.! to the Secretary, s~at1st.1cs a1_1d 
other infonnat 10n (winch the Secretary shall publish and d1s­
selll inate on an annual basis and which the health mai11ten1u1ce 
0 r .. anization shall disclose, in a manner acceptable to the Secre­
ta~L t.o its members iwd the general public) relating to (A) the 
cost ·of its operations, ( B) the patterns of utilization of its se1:r­
ices, (C) the arn.ilability, access_ibility, and acceptt~bility of its 
serrices. (D) to the extent practical, developments m the health 
status of its llll'lllbers, and (E) such other matters as the Secretary 
may rix1111re. 

"DEFl!'./ITIOXS 

"S ·c l:)O:J For purposes of this title: 
.. ( l 1e term 'basic health sen· ices' means-

.. (A) physician serTices (including consultant and referral 
serrices by a physician); . . . 

"(Il) inpatient and outpatient hospital services:. 
"(C) medically necessary emergency health.s~rv1ces: . 
.. ( D) short-term (not to excl~etl tm!nty v1s1ts), . outpat1e11t 

eral11ative and crisis intern~ntion mental health sernces; 
''(E) nwdical treatment and referral services (including refer­

ral sen·ices to appropriate ancillary scrrices) for the abuse of or 
addit:tion to alcohol and drngs; 

·· ( F) diagnostic laboratory and diagnostic and therapeutic 
ra<liolouic Sl'rvices: 

"((;). home health sc1Tices: and . 
"(I-I) pren!ntivc health services (including voluntary family 

planning serriccs, infertility sen·ices, preventive dental care ~01· 
children, and children's eye examinations conducted to detenrnne 
t lw need for vis ion correction). 

If a sen·ice .of a physician _dcscril~ed in tlH' precedin_g sentence n~ay 
:1 lso he pro1·1cled under app)rcable !'State law. by _a dentist, opt<?metr1st, 
or pndiatrist, a health nrnrntenance organ1zat1on may prnnde such 
"L'n·ice thr01wh a dentist, optometrist. or podiatrist (as the case may 
l1l') licpns1!d to provide such sen· ice. For purposes of this p1rn1graph, 
tl11! tPrm 'home health services' means ·health services provided at a 
11u·11ilH·1·'s home hv health earn personnel, as prescribed or directed bv 
tlw responsible physician or other authority designated by ~he ~1ealt_h 
111:1i11te11:111ce or.,anization. A health maintenance orgnmzat1on is 
;1uthorized. in c<~111ectiou with the prescz·iption of dru,L.rs.- to maintain, 
n~1·iPw. and ernl11atr (in accordance with rcg-ulationsof the Secretary) 
:1 drng use profile of its members receiving such service, evaluate P.at­
t1·rn,; of drng 11tilizatio11 to assure optimum drng th~rnpy, :rnd prnv1d~ 
for instrnct ion of its members and of health profess10nals Ill the use of 
p n·seri pt io11 .rnd 11011- prrscri pt ion drngs. 

·'U) The term 'sup1>le111eutal health services' means-
" ( _.\) sr1Tic1~s of foci I iti1~s for intermediate and long-term care; 
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"(B) vision care not included as a basic health scnice under 
paragraph (l)(A) or {l)(H); 

" ( C) dental services not included as a basic hca Ith scn•ice 
under paragraph (1) (A) or {l) (H); 

"(D) mental health services not included as a basic health serv· 
ice under paragraph (1) (D); 

"(E) long-term physical medicine and rehabilitative services 
(including physical therapy) ; and 

"(F) the provision of prescription drugs prescribed in the 
course of the provision by the health maintenance organization 
of a basic health service or a service described in the prcc1!ding 
subparagrnphs of this paragraph. 

If a service of a physician described in the preceding sente11ce may 
also be provided under applicable State law by a clc11tist, optometrist, 
or podiatrist, a health maintenance organization may provide such 
f:cn•ice th rough an optometrist, dentist, or podiatrist (as the cas1~ 
may be) licensed to provide such service. A health maintenance orga­
nization is authorized, in connection with the prescription or prO\·ision 
of prescription drugs, to maintain, review, and crnluatc (in accorda11ce 
with regulations of the Secretary) a drug use profile of its members 
receiving such services, ernluate patterns of drug utilization to assure 
optimum drug therapy, and provide for instruction of its nwmbcrs 
and of health pmfessionals in the use of pre:ocription and 11011-pl'l~serip­
tion drugs. 

"(3) The term 'member' when used in connection with a health 
maintenance organization means an indi\•idual who has entPn~d into 
a contrnctual arran!!ement. or on whose bclrnlf a contract11al arrange­
ment has been entP.red into, with the organiwtion undPr which the 
organization assumes the responsibility for the provision t.o such 
individual of basic health services and of such supplenwntal health 
SPITices as mav be contracted fm·. 

"(4) The te;·m 'nwdical group' means a partrwrship. asso<"iation. or 
other gmup-

" (A) which is composed of health professionals licPnS1>.d to 
practice medicine or osteopathy and of such other licensed hmdth 
pmfcssionals (including dentists, optometrists. and podiatrists) 
as al'e necessary for the provision of henlth sen·ices for which the 
group is responsible; 

"(TI) a majority of tlw member·s of which arr licPnsed to prac­
tice medicine or osteopathy: and 

"(C) the members of which (i) as tht!ir principal profossional 
activity and as a group responsibility enga,!!e in the coor<li11atcd 
practice of their profession for a health maintenance oq.!:rnization: 
(ii) pool their income from practice as members of the grnup and 
distribute it among themselves according to a prearranged salary 
or drawing account or other plan; (iii)- share medical and other 
records nnd substantial portions of major equipment and of pro­
fessional, technical, and administrative staff: (iv) uti 1 izc such 
additional professional personnel. allied health professions per­
sonnel, and other health personnel (as specified in regulations of 
the Secretary) as are available and appropriate for the effective 
and efficient delivery of the services of the members of the group: 
:rnd (\') arrange for and encourage continuing education in the 
field of clinical' medicine an<l related areas for the membr.rs of the 
group. 

"U"' The term 'individual practice association' means a partnershih 
corpor~tion, association. or other legal entity which has entered into 
a Sef\'rces arrangement (or arrangements) with persons who are 
licensed to practice medicine, osteopathy, dentistry, podiatry, optome-
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try, or other heul~h profe~s~on in a State and a majority of whom are 
licensed to practice med1cme or osteopathy. Such an arranrrement 

'd "' ~ha 11 pro vi e-
" (A) that such persons shall provide their professional services 

in acco~·dance with a compensation arrangement established by 
the entity; and 

" ( B) to the extent feasible ( i) that such persons shall utilize 
such additional professional personnel, allied health professions 
personnel, and other health personnel (as specified in re!!ulations 
of the Secretarv) as are available and appropriate for the"' etfecti ve 
and efficient deTivery of the services of the persons who are parties 
~o the arrangement, (ii) for _the sharing by such persons of med­
ical and other records, equ1 pment, and professional technical 
and administrative statf, and (iii) for the arranrr~ment and 
encouragement of the continuing education of such p~rsons in the 
field of clinical medicine and related areas. 
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'; ( 6) The term 'section_ ;314 (a) .S~ate heaith planning agency' means 
the agency of a State w}uch admuusters or supervises the administra­
Lion of a S~ate:s health plan!lin~ fui:icti01.1s l~nder a State plan appro~·ed 
1111der sect10n .H4(a) (heremafter m this title referred to as a 'section so Stat. 11 8 1 ; 

::1-t(a)ylan'); and th~ term 'section ;314(b) areawide health planning 
844 ~t~1sc1 ;~~·. 

age_11cy means a public or nonpro.fit pr1':'ate agency or organization 
1d11ch has developed a comprchens1v~ reg1o_nal, metropolitan, or other 
local area plan or plans referred tom sect10n 314(b) (hereinafter in 
t.his title referred to as a 'section 314(b) plan') . 

''. ( 7) The term ;medically unders.erved population' means the popu­
la t 1on of an urban or rural area designated by the Secretary as an area 
11it_h a shortage of personal health .services or a popuhition group 
1~L·s11=11rnted _by t~e Secretary as havmg a shortage of such services. 
:-iuch a des1gnat10n may be made by the Secretarv onlv after con­
,;idera.tion of.the comments (if any)_ of (A) each section 314(a) State 
hea_lth plannmg agency whose sect10n :314 (a) plan covers (in whole 
or .111 part) such _urban or rnrnl area or the area in which such popu­
lation. group resides, and (1_3) each section :n4(b) areawide health 
plannmg agency whose sect10n :314(b) plan covers (in whole or in 
part) sncl? urban or rural area or the area in which such population 
gT011 p resides. 

" ( 8) The term 'community rati~g system' means a system of fixing 
rates of payments for h~alth sernces. Under such n system rates of 
payments rn.ay be determmed on a per-verson or per-family basis and 
r11ay rnry w_1th t~e number of persons in a family, but except as other-
11·1s~ a1_1t\1or1zed 111 the next sentence, such rates must be equin1lent for 
a 11 111~li ~·1dua!s a1~d for all families of similar composition. The follow-
1111! d1tlerent1:1ls 111 rates of payments may be established under such 
,.;y,.;tem: 
. ''(A) Nominnl differentials in such rates mav be established to 

re.fleet the di tfe~ent admin~strati \"C costs of co'llecting payments 
from the followmg categories of members: 

''.(!) Individual 1nembers (including their families). 
''. ( 11) Small groups of members (as determined under regn­

lat10ns of the Secretary) . 
;; (iii) Large groups.of members (as determined under reiru-

. lutions of the Secretary). "' 
"(B) Ditfer·entials in snch mtes mav be established for mem­

he.rs enroll~d in a health maintenance organization pursuant to a 
l'Oll~t·i>ct. with a governmental authority under section 1079 or ·· 
IO~o of title 10, lTnited Sta~es Corle. or "under any otlier govern- 80 sta1. 863. 

~IH'ntal program (other than the health benefits prorrram author-
ized by chapter 8H of title fl, United States Code) ;;,. any henlth so Stat. 600. 

s use s901. 
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80 Stat. 1181: 
84 St3t. 1304. 

42 use 246. 

Limitations. 
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bcndits program fol' employees of States, political subdi,·isions 
of Stat.es, and othel' public entities. 

;,(D) The term 'non-metrnpolitan al'ea' means an al'ea no part of 
which is within an area designated as a standard metropolitan statisti­
cal al'ea by the Ottice of Management and Budget and which docs not 
contain a city \vhose population exceeds fifty thousand indiYiduals. 

"nrnNTS AND CONTHACTS FOil FL\SllHLITY SUI:VEYS 

;;SEC. rno:t (a) The Sccretal'y may make grants to and entt~I' into 
mntrncts with public OI' nonprofit pl'ivate entities for projects fol' 
sul'rnys OI' othel' activities to detcl'mine t.hc feasibility of dendopin;,! 
and operating or expanding the operation of health maintenance 
Ol'!!a nizations. 

·,,(b) An application fol' a grant or contract uncle!' this S('ctio11 
shall contain-

;;(!) assurnnces satisfactory to the Secl'et.ary that, in conduct­
ing SUl'l"eys or other activities with assistance under a i,!ntnt. or 
contract. llJl(ler this section. the applicant will (A) coopt•ratP with 
the section :H4(b) arcawidt\ healt.h planning agency (if any) 
whose SPction :H4(b) plan covers (in whole OI' in pal't) tlw an~a 
fol' which the surrny 01· other acti\•ity will be conducted, and 
( B) notify the medical society serl"ing such al'ea of such s111Teys 
or other act.i vi tics; and 

';(2) s11ch otlu~r infol'mation as the Secretary may by reg11la­
tion pl'escribe. 

·· ( c) In 1·011sidl' l'i 11g a ppl it·at ion,; fol' gra 11ts a 11d contracts und!~I' 
rl1i,; s1•1"tio11. tl11· SP1:l'dal'_y shall i!;l'l~ pl'iol'ity to :111 applirntion which 
1·ont:1i11,,; OI' i,; suppnl'ted l1y as;;11rn11<·c•s 'iatisfactory to tit<· S1•c1"l'tal'y 
rl1:1t at till~ tillll' th1~ ll!'alth 111ai11tp1ia11<'.t' Ol'!!:lllizaticn fol' whi1·h such 
applic·ation OI' prnposal is s11li111itted til'st li~1·:rn1es op1·ratio11al not IPss 
rli:111 :;o pt•I' c1'.11t11111 of its nu•1!1lH'!"s will Ul' 111P111IH·l's of a 11wdieally 
1111dl'l'Sl'!"l'l'd pop11latio11 . 

. ;(d) (I) Exct~pt as prn,·iclt·d in paragraph (::!), tlw followinl! li111i­
r:1tions apply with n•spel.'t to ;!l':t11ts and contracts made 1111del' this 
:;pd inn : 

.; ( ..\) If a pl'ojt~d has hl'Pn assisted with a grant OI' contract 
1111<ll' I' s11 b;;eet ion (a ) . the Secrl't:t ry may not ma kc any ot he I' /!rant 
OI' 1~11t1'l' into any other contract 1111d!'I' this sPdion for s11ch prnject. 

.. ( B) .\ny prnject fol' which a g-rant is 111adt~ OI' contract entered 
into m11st lie rnmpleted within t\\·p\n~ months from the date the 
:.rrant is 111ack or contract cntt~n~d into. 

;;(2) Tlw Secr·etal'y may makP not. more than one additional grant 
01· entt~I' into not rnol'e tha11 one additional contract fol' a proj<'.Ct fol' 
which a g-rant has f>!"!'\·io11sly been mndP or a eontraet pn~,·iouslv 
1•11tt•l'NI into. and liP may p!'l'lllit additional time (up to twtdn~ months) 
fol' 1·0111pletion of tll(' prnject. if he detPl'mines that the additional 
gT:tnt ol' cont.ract (as thr east'. may lie), OI' additional time~. or both, is 
needt>d to adeciuatcly complr.te the project. 

" ( e) Thi~ amo11nt to U!'. paid by the United States under a grant 
11rnc!P. or 1~ontract Pntered into, under s11bst>ctio11 (a) shall be deter-
111ined \yy tlw Secretary. exct~pt. that ( 1) the amount to be paid by the 
Cnired .States tllldc>I' any sin1 . .de grant or contract for any project nu~y 
not ex<"t~Pcl :j;;-10,IHIO, and ( ::!) tl11~ aggreg-atc of the amo1111ts to he piud 
by the lfoitNI Statt>s for any project under s11ch s11bsectio11 under 
grants or contl'acts. or both, nu) ;10t. exceed the greater of (A) 90 
pl'r cl'ntum of the cost of such project (as determined under regula­
tions of the SPcrdal'y), ol' (H) in the case of a project for a health 
rnaintl•11<111ce organization whid1 will serve a medically 11nderserved 
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gations of the health maintenance orga­
nization and if the Secretary determines 
that the other organization meets such 
other requirements as the Secretary de­
termines are necessary." 
Study on Health Maintenance Orga­

nization Program 
Pub.L. 99-660, Title VIII, § 813, Nov. 

14, 1986, 100 Stat. 3801, provided that: 
"(a) The Secretary of Health and Hu­

man Services shall provide for the con­
duct of a study to assess the operation 
and impact of the provisions of title XIII 
of the Public Health Service Act [this 
subchapter]. The study shall-

"(I) assess the attitudes of employ­
ers and employees toward prepaid 
health benefits plans, particularly 
health maintenance organization 
plans; 

"(2) examine the operation of the 
community rating approach and the 
impact of such approach on the mem­
bership composition and competitive­
ness of health maintenance organiza­
tions qualified under such title; 

"(3) analyze the effects of the dual 
choice option provided in section 1310 
of such Act [42 U.S.C.A. § 300e-9] on 
health maintenance organizations and 
on other health benefits plans; 

"(4) assess the approach used to add 
services no longer considered to be 
experimental to basic health services 

for health maintenance organizations 
qualified under such title, particularly 
with respect to the addition of organ 
transplants to such basic health servic­
es and the impact of such addition on 
the competitiveness of such health 
maintenance organizations; and 

"(5) examine the effect of minimum 
benefit requirements, underwriting re­
strictions, restrictions on cost sharing, 
and the requirement that services be 
provided without limitation as to time 
or cost on the competitiveness of 
health maintenance organizations 
qualified under such title. 

"(b) Within 18 months after the date 
of enactment of this Act [Nov. 14, 1986], 
the Secretary shall prepare and transmit 
to the Congress a report which describes 
the findings and conclusions of the study 
conducted under subsection (a) and con­
tains such recommendations for legisla­
tive and regulatory action as the Secre­
tary considers appropriate. 

"(c) Any contract entered into under 
this section shall be to such extent or in 
such amounts as are provided in appro­
priation Acts." 

[Section 815(b) of Pub.L. 99-660 pro­
vided in part that provisions of this note 
shall be effective Nov. 14, 1986, see sec­
tion 815(b) of Pub.L. 99-660, set out as a 
note under section 300e-1 of this title.] 
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NOTES OF DECISIONS 

Negligence 2 
Rules and regulations 

I. Rules and regulations 
Regulations promulgated pursuant to 

this subchapter are intended to insure 
equal treatment of health maintenance 
organizations in each of the several 
states, but should not be interpreted to 
require strict compliance in states where 
the method of computing the state's con­
lribution to such an organization already 
guarantees that equality. Health Care 
Plan, Inc. v. Bahou, 1983, 459 N.Y.S.2d 
497, 92 A.D.2d 142, affirmed as modified 

~ -~ ~ 
L§_300e::l.-Deflnlt-kms 

For purposes of this subchapter: 

462 N.E.2d 128, 473 N.Y.S.2d 951. 61 
N.Y.2d 814. 

2. Negligence 
Allegations, resting on theory that 

since health maintenance organization 
had represented itself to be a "nonprofit" 
organization and in fact had system 
whereby individual doctors were encour­
aged, by incentive payment plan, to be 
conservative with reference to unneces­
sary tests and treatments, failed to state 
cause of action on theo1 that plaintiffs 
had been fraudulently le to believe they 
would receive "the best quality" of care 
and treatment. Pulvers \'. Kaiser Foun­
dation Health Plan, 1979, 160 Cal.Rptr. 
392, 99 C.A.3d 560. 

(1) The term "basic health services" means-
(A) physician services (including consultant and referral ser-

vices by a physician); 
(B) inpatient and outpatient hospital services; 
(C) medically necessary emergency health services; 
(D) short-term (not to exceed twenty visits), outpatient evalu­

ative and crisis intervention mental health services; 
(E) iY1edical ireairueni anti referrai services (inciuding refer­

ral services to appropriate ancillary services) for the abuse of 
or addiction to alcohol and drugs; 

(F) diagnostic laboratory and diagnostic and therapeutic ra­
diologic services; 
42 U.S.C.A. §§ 300 to 300aaa-t3-9 159 
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(G) home health services; and 

(H) preventive health services (including (i) immunizations, 
(ii) well-child care from birth, (iii) periodic health evaluations 
for adults, (iv) voluntary family planning services, (v) infertility 
services, and (vi) children's eye and ear examinations conduct­
ed to determine the need for vision and hearing correction. 

Such term does not include a health service which the Secretary, 
upon application of a health maintenance organization, determines 
is unusual and infrequently provided and not necessary for the 
protection of individual health. The Secretary shall publish in the 
Federal Register each determination made by him under the pre­
ceding sentence. If a service of a physician described in the 
preceding sentence may also be provided under applicable State law 
by a dentist, optometrist, podiatrist, psychologist, or other health 
care personnel, a health maintenance organization may provide 
such service through a dentist, optometrist, podiatrist, psychologist, 
or other health care personnel (as the case may be) licensed to 
provide such service. Such term includes a health service directly 
associated with an organ transplant only if such organ transplant 
was required to be included in basic health services on April 15, 
1985. For purposes of this paragraph, the term "home health 
services" means health services provided at a member's home by 
health care personnel, as prescribed or directed by the responsible 
physician or other authority designated by the health maintenance 
organization. 

(2) The term "supplemental health services" means any health 
service which is not included as a basic health service under 
paragraph ( 1) of this section'. If a health service provided by a 
physician may also be provided. under applicable State law by a 
dentist, optometrist, podiatrist, psychologist, or other health care 
personnel, a health maintenance organization may provide such 
service through an optometrist, dentist, podiatrist, psychologist, or 
other health care personnel (as the case may be) licensed to provide 
such service. 

(3) The term "member" when used in connection with a health 
maintenance organization means an individual who has entered 
into a contractual arrangement, or on whose behalf a contractual 
arrangement has been entered into, with the organization under 
\Vhich the organization assumes the responsibility for the provision 
to such individual of basic health services and of such supplemental 
health services as may be contracted for. 

(4) The term "medical group" means a partnership, association, 
or other group-
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(A) which is composed of health professionals licensed to 
practice medicine or osteopathy and of such other licensed 
health professionals (including dentists, optometrists, podia­
trists, and psychologists) as are necessary for the provision of 
health services for which the group is responsible; 

(B) a majority of the members of which are licensed to 
practice medicine or osteopathy; and 

(C) the members of which (i) as their principal professional 
activity engage in the coordinated practice of their profession 
and as a group responsibility have substantial resi:,.Jnsibility for 
the delivery of health services to members of a health mainte­
nance organization, except that this clause does not apply 
before the end of the forty-eight month period beginning after 
the month in which the health maintenance oranization1 be­
comes a qualified health maintenance organization as defined 
in section 300e-9(d) of this title, or as authorized by the 
Secretary in accordance with regulations that take into consid­
eration the unusual circumstances of the group; (ii) pool their 
income from practice as members of the group and distribute it 
among themselves according to a prearranged salary or draw­
ing account or other similar plan unrelated to the provision of 
specific health services; (iii) share medical and other records 
and substantial portions of major equipment and of profession­
al, technical, and administrative staff; (iv) arrange for and 
encourage continuing education in the field of clinical medi­
cine and related areas for the members of the group; and (v) 
establish an arrangement whereby a member's enrollment sta­
tus is not known to the health professional who provides health 
services to the member. 

(5) The term "individual practice association" means a partner­
ship, corporation, association, or other legal entity which has en­
tered into a services arrangement (or arrangements) with persons 
who are licensed to practice medicine, osteopathy, dentistry, podia­
try, optometry, psychology, or other health professi;:~ in a State 
and a majority of whom are licensed to practice medicine or 
osteopathy. Such an arrangement shall provide-

(A) that such persons shall provide their professional services 
in accordance with a compensation arrangement established by 
the entity; and 

{B) to the extent feasible, for the sharing by such persons of 
medical and other records, equipment, and professional, techni­
cal, and administrative staff. 

(6) The term "health systems agency" means an entity which is 
designated in accordance with section 300/-4 of this title. 

161 
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(7) The term "medically underserved population" means the pop­
ulation of an urban or rural area designated by the Secretary as an 
area with a shortage of personal health services or a population 
group designated by the Secretary as having a shortage of such 
services. Such a designation may be made by the Secretary only 
after consideration of the comments (if any) of (A) each State 
health planning and development agency which covers (in whole or 
in part) such urban or rural area or the area in which such 
population group resides, and (B) ea~h health s~stems agen~y 
designated for a health service area which covers (m whole or m 
part) such urban or rural area or the area in which such population 
group resides. 

(S)(A) The term "community rating system" means the systems, 
described in subparagraphs (B) and (C), of fixing rates of payments 
for health services. A health maintenance organization may fix its 
rates of payments under the system described in subparagraph (B) 
or (C) or under both such systems, but a health maintenance 
organization may use only one such system for fixing its rates of 
payments for any one group. 

(B) A system of fixing rates of payment for health services may 
provide that the rates shall be fixed on a per-person or per-family 
basis and may authorize the rates to vary with the number of 
persons in a family, but, except as authorized in subparagraph ~~). 
such rates must be equivalent for all individuals and for all fam1hes 
of similar composition. 

(C) A system of fixing rates of payment for health services may 
provide that the rates shall be fixed for individuals and families by 
groups. Except as authorized in subparagraph (D), such rates must 
be equivalent for all individuals in the same group and for all 
families of similar composition· in the same group. If a health 
maintenance organization is to fix rates of payment for individuals 
and families by groups, it shall-

(1)(1) classify all of the members of the organization into 
classes based on factors which the health maintenance orga­
nization determines predict the differences in the use of health 
services by the individuals or families in each class and which 
have not been disapproved by the Secretary, 

(II) determine its revenue requirements for providing servic­
es iu ihe members of each ciass estabiished under subciause (i), 
and 

(III) fix the rates of payments for the individuals and fami­
lies of a group on the basis of a composite of the organization's 
revenue requirements determined under subclause (II) for pro-
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viding services to them as members of the classes established 
under subclause (1), or 

(ii) fix the rates of payments for the individuals and families 
of a group on the basis of the organization's revenue require­
ments for providing services to the group, except that the rates 
of payments for the individuals and families of a group of less 
than 100 persons may not be fixed at rates greater than 110 
percent of the rate that would be fixed for such individuals and 
families under subparagraph (B) or clause (i) of this subpara­
graph. 

The Secretary shall review the factors used by each health mainte­
nance organization to establish classes under clause (i). If the 
Secretary determines that any such factor may not reasonably be 
used to predict the use of the health services by individuals and 
families, the Secretary shall disapprove such factor for such pur­
pose. If a health maintenance organization is to fix rates of 
payment for a group under clause (ii), it shall, upon request of the 
entity with which it contracts to provide services to such group, 
disclose to that entity the method and data used in • .. ilculating the 
rates of payment. 

(D) The following differentials in rates of payments may be 
established under the systems described in subparagraphs (B) and 
(C): 

(I) Nominal differentials in such rates may be established 
to reflect differences in marketing costs and the different ad­
ministrative costs of collecting payments from the following 
categories of members: 

(I) Individual members (including their families). 
(II) Small groups of members (as determined under reg­

ulations of the Secretary). 
(III) Large groups of members (as determined under 

regulations of the Secretary). 
(ii) Nominal differentials in such rates may be established to 

reflect the compositing of the rates of payment in a systematic 
manner to accommodate group purchasing practices of the 
various employers. 

(ill) Differentials in such rates may be established for mem­
bers enrolled in a health maintenance organization pursuant to 
a contract with a governmental authority under section 1079 or 
1086 of Title 10 or under any other governmental program 
(other than the health benefits program authorized by chapter 
89 of Title 5) or any health benefits program for employees of 
States, political subdivisions of States, and other · ublic entities. 
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(9) The term "non-metropolitan area" means an area no part 
of which is within an area designated as a standard metropolitan 
statistical area by the Office of Management and Budget and which 
does not contain a city whose population exceeds fifty thousand 
individuals. 

(July 1, 1944, c. 373, Title XIII, § 1302, as added Dec. 29, 1973, Pub.L. 
93-222, § 2, 87 Stat. 917, and amended Oct. 8, 1976, Pub.L. 94-460, Title I, 
§§ 102(b), 104, 105(b), (c), 106, 117(b)(l), (2), 90 Stat. 1946-1948, 1955; 
Nov. 1, 1978, Pub.L. 95-559, § ll(e), 92 Stat. 2139; Aug. 13, 1981, Pub.L. 
97-35, Title IX. § 942(f)-U), 95 Stat. 574, 575; Jan. 4, 1983, Pub.L. 97-414, 
§ 9(c), 96 Stat. 2064; Nov. 14, 1986, Pub.L. 99-660, Title VIII, §§ 812(a), 
814, 100 Stat. 3801, 3802; Oct. 24, 1988, Pub.L. 100-517, § 6(b), 102 Stat. 
2579.) 

1 So in original. Probably should be "organization". 

HISTORICAL AND STATUTORY NOTES 

Revision Notes and Legislative Reports 
1973 Act. Senate Report No. 93-129 

and Senate Conference Report No. 
93-621, see 1973 U.S.Code Cong. and 
Adm.News, p. 3033. 

1976 Act. House Report No. 94-518 
and House Conference Report No. 
94-1513, see 1976 U.S.Code Cong. and 
Adm.News, p. 4312. 

1978 Act. Senate Report No. 95-837 
and House Conference Report No. 
95-1784, see 1978 U.S.Code Cong. and 
Adm.News, p. 4935. 

1981 Act. Senate Report No. 97-139 
and House Conference Report. No. 
97-208, see 1981 U.S.Code Cong ... and 
Adm.News, p. 396. 

1983 Act. House Report No. 97-840, 
see 1982 U.S.Code Cong. and Adm.News>. 
p. 3577. 

1986 Act. Senate Report No. 99-380, 
Related Reports, and Statement by Presi­
dent, see 1986 U.S.Code Cong. and Adm. 
News, p. 6287. 

1988 Act. Senate Report No. 100-304, 
see 1988 U.S.Code Cong. and Adm.News, 
p. 3231. 

Codifications 
Section 942(i) of Pub.L. 97-35, set out 

in the credit of this section, was amend­
ed by section 9(c) oi Pub.L. 97-414 to 
correct an error in the directory Ian· 
guage of Pub.L. 97-35. No change in the 
text of this section was involved. 

nated existing provisions as cl. (i); re. 
designated former cl. (i) as subcl. (I) of 
cl. (i) and former els. (ii) and (iii) as 
subcls. (II) and (III) of cl. (i); substitut· 
ed in redesignated subcl. (II), "subclausc 
(!)" for "clause (i)" and subcl. (III), "sub. 
clause (II)" and "subclause (I)" for 
"clause (ii)" and "clause (i)", respective­
ly; and added cl. (ii). 

Sixth Sent. Pub.L. 100-517, § 6(b)(2). 
added the sixth sentence requiring a 
HMO, when requested, to disclose to a 
group entity the method and data used 
in calculating the rates of payment for a 
group under cl. (ii). 

1986 Amendment. Par. (1). Pub.L. 
99-660, § 812(a), inserted provision in· 
eluding in basic health services a health 
service directly associated with an organ 

. transplant only if such organ transplant 
'was required to be included in basic 
health services on Apr. 15, 1985. 

Pub.L. 99-660, § 814(a), inserted "psy· 
chologist," after "podiatrist," in two 
places. 

Par. (2). Pub.L. 99-660, § 814(a), in· 
serted "psychologist," after "podiatrist," 
in two places. 

Par. (4)(A). Pub.L. 99-660, § 814(b), 
substituted "podiatrists, and psycholo­
gists" for "and podiatrists". 

Par. (5). Pub.L. 99-660, § 814(c), in· 
serted "psychology," after "optometry,". 

1981 Amendment. Par. (I). Pub.L. 
97-35. § 942(f), struck out provisions au. 

Amendments thorizing health maintenance organiza. 
1988 Amendment. Par. (8)(C), Third lions to maintain, etc., drug use profiles 

Sent. Pub.L. 100-517, § 6(b)(I ), desig· of members. 
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Par. (2). Pub.L. 97-35, § 942(g), sub­
stituted provisions defining term to in· 
elude services not included under par. 
(I), for provisions defining term with 
respect to enumerated specific services, 
and substituted "health service provided 
by a physician" for "service of a physi­
cian described in the preceding sen­
tence." 

Par. (4)(C)(i). Pub.L. 97-35, 
§ 942(h), added provisions relating to 
applicability to qualified organizations. 

Par. (5)(8). Pub.L. 97-35, § 942(i), 
struck out "'(i)" following "feasible", and 
cl. (ii), which related to continuing edu-
cation. 

of health services to members of a 
health maintenance organization" for 
"as their principal professional activity 
and as a group responsibility engage in 
the coordinated practi .~ of their profes­
sion for a health mair"enance organiza­
tion" in cl. (i), substituted "similar plan 
unrelated to the provision of specific 
health services" for "plan" in cl. (ii), 
struck out former cl. (iv) which covered 
the utilization of additional professional 
personnel, allied health professions per­
sonnel, and other health personnel as 
are available and appropriate for the ef­
fective and efficient delivery of the ser­
vices of the members of the group, re­
designated former cl. (v) as (iv), and 

Par. (8). Pub.L. 97-35, § 942ij), reor- added cl. (v). 
ganized and restructured provisions and, 
among many changes, provided for de- Par. (5)(B). Pub.L. 94-460, 
terminations based upon subpars. (B) § 102(b)(2), struck out former cl. (i) 
and (C), and set out determinations re· which covered the utilization of addi· 
specting differentials contained in for- tional professional personnel. allied 
mer subpars. (B) and (C) as subpar. (D). health professions personnel, and other 

personnel as are available and appropri· 
1978 Amendment. Par. (1). Pub.L. ate for the effective and efficient deliv· 

95-559 added provisions that such term ery of the services of the persons who 
does not include a health service which · t th 1 d are parues o e arrangemen , an re-
the Secretary, upon application of a designated former els. (ii) and (iii) as (i) 
health maintenance organization, deter- and (ii), respectively. 
mines is unusual and infrequently pro-
vided and not necessary for the protec· Par. (6). Pub.L. 94-460, § l l 7(b)(I), 
tion of individual health and that the substituted provisions defining "health 
Secretary publish in the Federal Register systems agency" for provisions defining 
each determination made by him under "section 314 (a) State health planning 
the preceding sentence. agency" and "section 314(b) areawide 

1976 Amendment. Par. (I). Pub.L. health planning agency". 
94-460, § 104(a), substituted reference Par. (7). Pub.L. 94-460, § 117(b)(2), 
to immunization, well-child care from substituted "State he: ··.h planning and 
birth, periodic health evaluations for development agency Y. ;iich" for "section 
adults, and children's ear examinations 314(a) State health planning agency 
conducted to determine need for hearing whose section 314(a) plan" and "health 
correction for reference to preventive systems agency designated for a health 
dental care for children in (H) and, in service area which" for "section 314(b) 
the provisions following subpar. (H), areawide health planning agency whose 
added reference to "other health care section 314(b) plan". 
personnel". 

b 
Par. (8). Pub.L. 94-460, § 105(b), (c), 

Par. (2). Pub.L. 94-460, § 104( ), substituted "to reflect differences in mar-
substituted "basic health service" for "ba- keting costs and the different adminis­
sic health service under paragraph (I )(A) trative costs" for "to reflect the different 
or (l)(H)" in subpars. (B) and (C), added administrative costs" in subpar. (A) pre­
subpar. (G), and inserted reference to ceding cl. (i), added subpar. (B), and 
"nthr.r hr.:tlth r;trP nprc;nnnPI" in th~ prQ· redesignated former subpar. (H) as (CJ. 
visions f~li~~l~g-s~bp~~:·(G). --· ··-

Par. (4)(C). Pub.L. 94-460, Effective and Termination Dates 
§§ 102(b)(I), 106, substituted "as their 1986 Act. Section 812(b)(I) of Pub.L. 
principal professional activity engage in 99-660, which provided that amendment 
the coordinated practice of their profes- by subsection (a). amending this section, 
sion and as a group responsibility have was to take effect on Oct. 1, 1985, and 
substantial responsibility for the 9elivery was to cease to be in effect on Apr. 1, 
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1988, was repealed by Pub.L. 100-517, 
§ 6(a), Oct. 24, 1988, 102 S!al. 2579. 

Section 815 or Pub.L. 99-660 provided 
that: 

"(a) Except as provided in subsection 
(b) and section 812(b) [enacting provi­
sions set out as notes under this section], 
this title and the amendments made by 
this title [amending sections 300e-1, 
300e-4, 300e-5, 300e-6, 300c-7, 300e-8, 
300e-9, 300e-10, 300e-16, and 300e-17 
of this title, repealing sections 300e-2, 
300e-3, and 300e-4a of this title, and 
enacting provisions set out as notes un­
der sections 201, 300e, 300e-I, 300e-4a, 
and 300e-5 of this title) shall take effect 
on October I, 1985. 

"(b) Section 813 [enacting a provision 
set out as a note under section 300e or 
this title) shall take effect on the date of 
the enactment of this Title [Nov. 14, 
1986)." 

1976 Act. Amendment by Pub.L 
94-460 effective Oct. 8, 1976, except that 
amendment of pars. (I) and (2) of this 
section by section 104 of Pub.L 94-460 
and the amendment of pars. (4)(C) and 
(5)(8) of this section by sections 102 and 
106 of Pub.L 94-460 shall apply with 
respect to grants, contracts, loans, and 
loan guarantees made under. sections 
300e-2, 300e-3, and 300e-4 of this title 
for fiscal years beginning after Sept. 30, 
1976, shall apply with respect to he,alth 
benefit plans offered under seciion 
300c-9 of this title after Sept. 30, 1976, 
and shall take effect for purposes of sec­
tion 300e-11 or this title on Oct. I, 1976, 
see § 118 or Pub.L 94-460, set out as a 
note under section 300e of this title. 

Basic Health Service Status of Certain 
Organ Transplant Services After 
April l, 1988 
Section 812(b)(2) of Pub.L. 99-MO, 

which had provided that after Apr. I, 
1988, for purposes of this subchapter, no 
heahh service direc!lv assoc:iatecl with an 
organ !ransplant sh~ll be considered to 
be a basic heahh service if such service 
would otherwise have been added as a 
basic health service herween Apr. 15, 
1985, and Apr. I, 1988, was repealed by 
Pub.L. 100-517, scc!ion 6(a), Oct. 24, 
1988, 102 Stat. 2579. 

Construction 
Section 816 or Pub.L 99-660 provided 

that: "The provisions or this title and of 
the amendments made by this title [See 
Effective Date of 1986 Amendment note 
set out under this section.] do not autho­
rize the appropriation of any funds for 
fiscal year 1986." 

Reports Respecting Medically Under­
served Areas and Population Groups 
and Non-Metropolltan Areas 
Section 5 of Pub.L. 93-222 provided 

that the Secretary of Health, Education, 
and Welfare report to Congress the crite­
ria used in the designation of medically 
underserved areas and population 
groups for purposes of par. (7) of this 
section by Dec. 29, 1973, and report to 
Congress the areas and population 
groups designated under par. (7) of !his 
section, the comments or State and area· 
wide health planning agencies, and areas 
which meet the definitional standards of 
par. (9) of this section for non-metropol· 
itan areas by Dec. 29, 1974, and that the 
Office of Management and Budget may 
review such reports before their submis· 
sion to Congress. 

Requirement of Study With Respect to 
Minority Health and Acquired Im­
mune Deficiency Syndrome. 
Pub.L. 100-607, Title II, § 251, Nov. 4, 

1988, 102 Stat. 3108, as amended bv 
Pub.L 100-690, Title II, § 2602(b), Nm:. 
18, 1988, 102 Stat. 4234, provided tha!: 

"(a) In generat-Thc Secretary of 
Health and Human Services, acting 
through the Director of the Office of 
Minority Health, shall conduct a study 
for the purpose of determining-

. "(I) the level of knowledge wirhin 
minority communiries concerning ac· 
quired immune deficiency syndrome, 
the risks of the transmission of the 
etiologic agent for such syndrome, and 
the means of reducing such risk; and 

"(2) the effectiveness of Federal, 
Stale, and local prevention programs 
with respect to acquired immune defi· 
ciency syndrome in minority commu· 
n.i!!es. 

"(b) Report.-The Secretary shall, no! 
later than 12 months after the date of 
the enactment of this Title [Nov. 4, 
1988]. complete the study required in 
subsection (a) and submit to the Con· 
grcss a report describing the findings 
made as a result of the study." 
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Repealed 

CROSS REFERENCES 

Adjusted community rate defined ror purposes of !his section, sec 42 USCA 
§ 1395mm. 

Rural health clinic as including facility that is designa!ed by the Secretary, under 
this section, as area with shortage of personal health services, see 42 USCA 
§ 1395x. 

LIBRARY REFERENCES 

American Digest System 
Medical and hospital insurance in general, see Insurance ~467.4. 
Power to make health regulations in general, see Health and Environment ~20. 

Encyclopedias 
Health regulations; duty and power of federal government, see C.J.S. Health and 

Environment § 4. 
Risks or causes of loss; health insurance, see C.J.S. Insurance § 893. 

Law Reviews 
Should third party payors of health care services disclose cost control mecha­

nisms to potential beneficiaries. Edward B. Hirshfield, 14 Seton Hall 
Legis.J. 115 (1990). 

WESTLA W ELECTRONIC RESEARCH 

Health and environment cases: 199k[add key number]. 
Insurance cases: 217k[add key number]. 
See, also, WESTLAW guide following the Explanation pages of this volume. 

§§ 300e-2, 300e-3. Repealed. Pub.L. 99-.'.i';O, Title VIII, 
§ 803(a), Nov. 14, 1986, 100 Stat. 3199 

HISTORICAL AND STATUTORY NOTES 

Section 300e-2, Act July I, 1944, c. 
373, Title XIII, § 1303, as added Dec. 29, 
1973, Pub.L. 93-222, § 2, 87 Stat. 920, 
and amended Oct. 8, 1976, Pub.L. 
94-460, Title I, §§ 107(a), 109(d)(I ). 
I I 7(b)(3), 90 Stat. 1948, 1950, 1955; Aug. 
13, 1981, Pub.L. 97-35, Title IX, 
§ 947(a), 95 Stat. 577, related to grants 
and contracts for feasibility surveys. 

Section 300e-3, Act July l, 1944, c. 
373. Title XIII, § 1304, as added Dec. 29, 
1973, Pub.L. 93-222, § 2, 87 Stat. 921, 
and amended Apr. 21, 1976, Pub.L. 
94-273, § 40, 90 Stat. 381; Oct. 8, 1976, 
P~b.L. 94-460, Title !, §§ 107(b). 108(a). 
(b), (d)(I), 109(d)(2), (3), (e), I 13(a), 
117(b)(4), 90 Stat. 1948-1950, 1953, 1955; 
Nov. I, 1978, Pub.L. 95-559, §§ 2(a), 
3(a), (b), (c)(I ). (2)(A), (C), 6, 92 Stat. 

2131, 2134; Nov. I, 1978, Pub.L. 95-559, 
§ 3(c)(2)(B), 92 Stat. 2131; July 10, 
1979, Pub.L 96-32, § 2(a), 93 Stat. 82; 
Aug. 13, 1981, Pub.L. 97-35, Title IX, 
§§ 941(c), 947(b), 95 Slat. 573, 577, relat­
ed to grants, contrac!s, and loan guaran· 
tees for planning and initi.al develop­
ment costs. 

Effective Date of Repeal 
Repeal not applicable to any grant 

made or con!ract entered into under this 
subchapter before Oct. l, 1985, see sec­
tion 803(c) of Pub.L. 99~60, set out as a 
--·- ___ .J __ ---•=-- .,nn- c .... r .1...: .... :.1 .... 
llU\li: UllUt:l '.:)t:l....UVU JVVC-J Vl \.lll;.') UU\.... 

Repeal effective Oct. I, 1985, see sec· 
tion 8 I 5(a) of Pub.L. 99-660, set out as a 
note under sec!ion 300e-I of this title. 
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SUBCHAPTER XI-HEALTH MAINTENANCE ORGANIZATIONS 

CROSS REFERENCES 

Guarantee of principal and interest on mortgages as function of National 
Mortgage Association, see 12 USCA § 1721. 

Qualified health maintenance organization defined for purposes of state plans 
for medical assistance, see 42 USCA § 1396a. 

§ 300e. Requirements of health maintenance organizations 

(a) "Health maintenance organlzatlo " lned 

~ For purposes of this subchapt ~ e term "health maintenance 

~
;.. organiza!i_on" means a public or private entity which is organized 

under the laws of any State and wliich ( 1) provides basic and 
su lemental health services to its members m the manner pre-

i! scribed b subsection (o) of this section, an (2) is organize and 
~ operated in the manner prescri ed by su section (c) of this section. u 
:1 

~ (b) Manner of supplying basic and supplemental health services to mem· 
!f be rs 
JI A health maintenance organization shall provide, without limita-
1, e,. tions as to time or cost other than those prescribed by or under this 
!;'Se.. oe"' \ subchapter~asic and supplemental health services to its members 
"§' 7:JJ m the following m~r: 
· (1) Each member is to be provided basic health services for a 

basic health services payment which (A) is to be paid on a 
periodic basis without regard to the dates health services (with­
in the basic health services) are provided; (B) is fixed without 
regard to the frequency, extent, or kind of health service (with­
in the basic health services) actually furnished; (C) except in 
the case of basic health services provided a member who is a 
full-time student (as defined by the Secretary) at an accredited 
institution of higher education, is fixed under a community 
rating system; and (D) may be supplemented by additional 
nominal payments which may be required for the provision of 
specific services (within the basic health services), except that 
such payments may not be required where or in such a manner 
that they serve (as determined under regulations of the Secre­
tary) as a barrier to the delivery of health services. Such 
additional nominal payments shall be fixed in accordance with 
the regulations of the Secretary. If a health maintenance 
organization offers to its members the oooortunitv to oht:iin 
basic health services through a physici~~ not d~scribed in 
subsection (b)(3)(A) of this section, the organization may re­
quire, in addition to payments described in clause (D) of this 
paragraph, a reasonable deductible to be paid by a member 
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when obtaining a basic health service from such a physician. A 
health maintenance organization may include a health service, 
defined as a supplemental health service by section 300e-1(2) of 
this title, in the basic health services provided its members for a 
basic health services payment described in the fr ·.t sentence. 
In the case of an entity which before it became a qualified 
health maintenance organization (within the meaning of sec­
tion 300e-9(d) of this title) provided comprehensive health 
services on a prepaid basis, the requirement of clause (C) shall 
not apply to such entity until the expiration of the forty-eight 
month period beginning with the month following the month in 
which the entity became such a qualified health organization. 
The requirements of this paragraph respecting the basic health 
services payment shall not apply to the provision of basic 
health services to a member for an illness or injury for which 
the member is entitled to benefits under a workmen's compen­
sation law or an insurance policy but only to the extent such 
benefits apply to such services. For the provision of such 
services for an illness or injury for which a member is entitled 
to benefits under such a law, the health maintenance organiza­
tion may, if authorized by such law, charge or authorize the 
provider of such services to charge, in accordance with the 
charges allowed under such law, the insurance carrier, employ­
er, or other entity which under such law is to pay for the 
provision of such services or, to the extent that such member 
has been paid under such law for such services, such member. 
For the provision of such services for an illness or injury for 
which a member is entitled to benefits under an insurance 
policy, a health maintenance organization may charge or autho­
rize the provider of such services to charge the insurance 
carrier under such policy or, to the extent that st. h member 
has been paid under such policy for such services, such mem­
ber. 

(2) For such payment or payments (hereinafter in this sub­
chapter referred to as "supplemental health services payments") 
as the health maintenance organization may require in addition 
to the basic health services payment, the organization may 
provide to each of its members any of the health services which 
are included in supplemental health services (as defined in 
section 300e-1(2) of this title). Supplemental health services 
payments ~·hich are fixed on a prepayn1ent basis shali be fixed 
under a community rating system unless the supplemental 
health services payment is for a supplemental health service 
provided a member who is a full-time student (as defined by 
the Secretary) at an accredited institution of higher education, 
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except that, in the case of an entity which before it became a 
qualified health maintenance organization (within the meaning 
of section 300e-9(d) of this title) provided comprehensi\'e 
health services on a prepaid basis, the requirement of this 
sentence shall not apply to such entity during the forty-eight 
month period beginning with the month following the month in 
which the entity became such a qualified health maintenance 
organization. 

(3)(A) Except as provided in subparagraph (B), at least 90 
percent of the services of a physician which are provided as 
basic health services shall be provided through-

(1) members of the staff of the health maintenance orga-
nization, 

(II) a medical group (or groups), 
(Ill) an individual practice association (or associations), 
(Iv) physicians or other health professionals who have 

contracted with the health maintenance organization for 
the provision of such services, or 

(v) any combination of such staff, medical group (or 
groups), individual practice association (or associations) or 
physicians or other health professionals under contract 
with the organization. 

(B) Subparagraph (A) does not apply to the provision of the 
services of a physician-

(1) which the health maintenance organization deter­
mines, in conformity with regulations of the Secretary, are 
unusual or infrequently used, or 

(II) which are provided a member of the organization in 
a manner other than that prescribed by subparagraph (A) 
because of an emergency which made it medically neces­
sary that the service be provided to the member before it 
could be provided in a manner prescribed by subparagraph 
(A). 

(C) Contracts between a health maintenance organization 
and health professionals for the provision of basic and supple­
mental health services shall include such provisions as the 
Secretary may require, but only to the extent that such require· 
ments are designed to insure the delivery of quality health care 
services and sound fiscal m:m.agP.mP.nt. 

(D) For purposes of this paragraph the term "health profes­
sional" means physicians, dentists, nurses, podiatrists, optome­
trists, and such other individuals engaged in the delivery of 
health services as the Secretary may by regulation designate. 
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(4) Basic health services (and only such supplemental health 
services as members have contracted for) shall within the area 
served by the health maintenance organization be available and 
accessible to each of its members with reasonable promptness 
and in a manner which assures continuity, and when medically 
necessary be available and accessible twenty-four hours a day 
and seven days a week, except that a health maintenance 
organization which has a service area located wholly in a 
nonmetropolitan area may make a basic health service avail­
able outside its service area if that basic health service is not a 
primary care or emergency health care service and if there is 
an insufficient number of providers of that basic health service 
within the service area who will provide such service to mem­
bers of the health maintenance organization. A member of a 
health maintenance organization shall be reimb:·rsed by the 
organization for his expenses in securing basic and. supplemen­
tal health services other than through the organization if the 
services were medically necessary and immediately required 
because of an unforeseen illness, injury, or condition. 

(5) To the extent that a natural disaster, war, riot, civil 
insurrection, or any other similar event not within the control 
of a health maintenance organization (as determined under 
regulations of the Secretary) results in the facilities, personnel, 
or financial resources of a health maintenance organization not 
being available to provide or arrange for the provision of a 
basic or supplemental health service in accordance with the 
requirements of paragraphs (1) through (4) of this subsection, 
such requirements only require the organization to make a 
good-faith effort to provide or arrange for the provision of such 
service within such limitation on its facilities, personnel, or 
resources. 

(c) Organizational requirements 

Each health maintenance organization shall­
(l)(A) have-

(1) a fiscally sound operation, and 
(II) adequate provision against the risk of insolvency, 

which is satisfactory to the Secretary, and (B) have administra­
tive and managerial arrangements satisfactory to the Secretary; 

(2) assume full financial risk on a prospective basis for the 
provision of basic heali.h services, except that a h"'aith mainte­
nance organization may (A) obtain insurance or make other 
arrangements for the cost of providing to any member basic 
health services the aggregate value of which exceeds $5,000 in 
any year, (B) obtain insurance or make other arrangements for 
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the cost of basic health services provided to its members other 
than through the organization because medical necessity re­
quired their provision before they could be secured through the 
organization, (C) obtain insurance or make other arrangements 
for not more than 90 per centum of the amount by which its 
costs for any of its fiscal years exceed 115 per centum of its 
income for such fiscal year, and (D) make arrangements with 
physicians or other health professionals, health care institu­
tions, or any combination of such individuals or institutions to 
assume all or part of the financial risk on a prospective basis 
for the provision of basic health services by the physicians or 
other health professionals or through the institutions; 

(3)(A) enroll persons who are broadly representative of the 
various age, social, and income groups within the area it serves, 
except that in the case of a health maintenance organization 
which has a medically underserved population located (in 
whole or in part) in the area it serves, not more than 75 per 
centum of the members of that organization may be enrolled 
from the medically underserved population unless the area in 
which such population resides is also a rural area (as designat­
ed by the Secretary), and (B) carry out enrollment of members 
who are entitled to medical assistance under a State plan 
approved under Title XIX of the Social Security Act [ 42 U.S. 
C.A. § 1396 et seq.] in accordance with procedures approved 
under regulations promulgated by the Secretary; 

(4) not expel or refuse to re-enroll any member because of 
his health status or his requirements for health services; 

(5) be organized in such a manner that provides meaningful 
procedures for hearing and resolving grievances between the 
health maintenance organization (including the medical group 
or groups and other health delivery entities providing health 
services for the organization) and the members of the organiza­
tion; 

(6) have organizational arrangements, established in accord­
ance with regulations of the Secretary, for an ongoing quality 
assurance program for its health services which program (A) 
stresses health outcomes, and (B) provides review by physicians 
and other health professionals of the process followed in the 
provision of health services; 

(7) 3dopt at !east one of the following arrangements to pro­
tect its members from incurring liability for payment of any 
fees which are the legal obligation of such organization­

(A) a contractual arrangement with any hospital that is 
regularly used by the members of such organization pro-
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hibiting such hospital from holding any such member lia­
ble for payment of any fees which are the legal obligation 
of such organization; 

(B) insolvency insurance, acceptable to the Secretary; 

(C) adequate financial reserve, acceptable to the Secre­
tary; and 

(D) other arrangements, acceptable to the Secretary, to 
protect members, 

except that the requirements of this paragraph shall not apply 
to a health maintenance organization if applicable State law 
provides the members of such organization with protection 
from liability for payment of any fees which are the legal 
obligation of such organization; and 

(8) provide, in accordance with regulations of the Secretary 
(including safeguards concerning the confidentiality of the doc­
tor-patient relationship), an effective procedure for developing, 
compiling, evaluating, and reporting to the Secretary, statistics 
and other information (which the Secretary shall publish and 
disseminate on an annual basis and which the health mainte­
nance organization shall disclose, in a manner acceptable to the 
Secretary, to its members and the general public) relating to (A) 
the cost of its operations, (8) the patterns of utilization of its 
services, (C) the availability, accessibility, and acceptability of 
its services, (D) to the extent practical, develor-nents in the 
health status of its members, and (E) such other 1.1atters as the 
Secretary may require. 

The Secretary shall issue regulations stating the circumstances 
under which the Secretary, in administering paragraph ( l)(A), will 
consider the resources of an organization which owns or controls a 
health maintenance organization. Such regulations shall require as 
a condition to consideration of resources that an organization 
which owns or controls a health maintenance organization shall 
provide satisfactory assurances that it will assume the financial 
obligations of the health maintenance organization. 

(July 1, 1944, c. 373, Title Xlll, § 1301, as added Dec. 29, 1973, Pub.L. 
93-222, § 2, 87 Stat. 914, and amended Oct. 8, 1976, Pub.L. 94-460, Title I, 
§§ 101, 102(a), 103, 105(a), 90 Stat. 1945-1947; Nov. 1, 1978, Pub.L. 95-559, 
§§ 9(b), 10, t l(a)-(d), 92 Stat. 2137-2139; July 10, 1979, Pub.L. 96-32, 
§ 2(b), 93 Stai. 82.; Aug. LS, 1981, Pub.L. 97-35, Title IX, § 942(a)(t ). (2), 
(b)-(e), 95 Stat. 573, 574; Oct. 24, 1988, Pub.L. 100-517, §§ 2-3, 4(a), 
S(a)(l ), (2), (b), 102 Stat. 2578, 2579.) 
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HISTORICAL AND STATUTORY NOTES 

Revision Notes and Legtslallve Reports 
1973 Act. Senate Report No. 93-129 

and Senate Conference Report No. 
93-621, see 1973 U.S.Code Cong. and 
Adm.News, p. 3033. 

1976 Act. House Report No. 94-518 
and House Conference Report No. 
94-1513, see 1976 U.S.Code Cong. and 
Adm.News, p. 4312. 

1978 Act. Senate Report No. 95-837 
and House Conference Report No. 
95-1784, see 1978 U.S.Code Cong. and 
Adm.News, p. 4935. 

1979 Act. House Report No. 96-187, 
see 1979 U.S.Code Cong. and Adm.News, 
p. 348. 

1981 Act. Senate Report No. 97-139 
and House Conference Report No. 
97-208, see 1981 U.S.Code Cong. and 
Adm.News, p. 396. 

1988 Act. Senate Report No. 10~304, 
see 1988 U.S.Code Cong. and Adm.News, 
p. 3231. 

the policymaking body of a private HMO 
to be made up of at least one-third of the 
members of the organization and to in· 
elude an equitable representation of 
members from medically underserved 
populations served by the organization; 
and which required the advisory board 
of a policymaking body of a public HMO 
to meet identical requirements and pro· 
vided for delegation of policymaking au­
thority to such advisory board; and rc­
designated as pars. (5) to (8) former 
pars. (6) to (9). 

Subsec. (c) following (9). Pub.L. 
10~517, § 5(a)(2), added provisions re· 
specting issuance of regulations. 

1981 Amendment. Subscc. (b). 
Pub.L. 97-35, § 942(a)(I ), (2), (b), (c), in 
par. (3)(A}(iv) struck out reference to 
subpar. (C), in par. (3)(8) substituted 
"(8)" for "(8)(i)", "(i)" for "(I)", "(ii)" for 
"(II)", and struck out cl. (ii), which relat· 
ed to the forty-eight-month period after 
qualification as an organization, struck 
out par. (3)(C), which related to the expi· 

References In Text ration of the first four fiscal years as a 
The Social Security Act, referred to in qualified organization, redesignated par. 

subsec. (c)(3)(B), is Act Aug. 14, 1935, c. (3)(0) as (3)(C) and, as so redesignated, 
531, 49 Stat. 620, as amended. Title XIX substituted requirements respecting de· 
of the Social Security Act is classified livery and fiscal management, for re· 
generally to subchapter XIX (section quirements respecting appropriate con· 
1396 et seq.) of chapter 7 of this title. tinuing education, redesignated par. 
For complete classification of this Act to (3)(E) as (3)(D), and in par. (4) added 
the Code, see section 1305 of this title provisions relating to service areas local· 
and Tables. ed in nonmetropolitan area, and substi· 
Amendments tuted "with reasonable promptness" for 

1988 Amendment. Subsec. (a). "promptly as appropriate". 
Pub.L. 100-517, § 2, substituted "public Subsec. (c). Pub.L. 97-35, 
or private entity which is organized un- § 942(d)(I), (e), in par. (2) substituted 
der the laws of any State and" for "legal provisions specifying requirements with 
entity''. respect to insurance, etc., for provisions 

Subsec. (b)(I). Pub.L. IOO-Sl 7, § 3, generalizing such insurance, etc., re· 
quirements, and added cl. (0), struck out 

inserted a second sentence providing for par. (4), which related to open enroll. 
payment of a reasonable deductible by a ment period, redesignated pars. (5) to (8) 
member when obtaining a basic health as (4) to (7), respectively, added par. (8), 
service from a physician not described struck out pars. (9) and (10), which re· 
in subsec. (b)(3}(A) of this section. lated to medical, social and health edu-

Subsec. (b)(3}(A). Pub.L. 10~517, cation services, and continuing edu· 
§ 4(a), substituted "at least 90 percent of cation, respectively, and redesignated 
the services of a physician" for "the ser- par. ( 11) as (9). 
vices of a physician". Subsec. (d). Pub.L. 97-35, 

Subsec. (c)(l)(A). Pub.L. 10~517, § 942(d)(2), struck out subsec. (d), 
§ 5(a}(I), designated ex1stmg prov1s10n which related to requirements, etc .. re· 
as subpar. (A) and els. (i) and (ii). specting open enrollment period. 

Subsec. (c)(5) to (9). Pub.L. 10~517, 1979 Amendment. Subsec. (b)(3). 
§ 5(b), repealed par. (5), which required Pub.L. 96-32 amended directory Ian· 
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guage of § I l(a) of Pub.L. 95-559 by 
substituting reference to section "1301" 
for "1310" of the Public Health Service 
Act, as the section to be amended, and 
required no change in text because the 
amendment made by Pub.L. 95-559 had 
been executed to this section as the prob· 
able intent of Congress. 

1978 Amendment. Subsec. (b)(l). 
Pub.L. 95-559, §§ IO(a), I l(b), inserted 
"except in the case of basic health servic­
es provided a member who is a full-time 
student (as defined by the Secretary) at 
an accredited institution of higher edu­
cation," following "the requirement of 
clause (C)" and added provisions permit­
ting the health maintenance organiza­
tion to seek reimbursement for the cost 
of services provided to a member who is 
entitled to benefits under a workmen's 
compensation law or insurance policy. 

Subsec. (b)(2). Pub.L. 95-559, 
§ lO(a}, inserted "unless the supplemen­
tal health services payment is for a sup­
plemental health service provided a 
member who is a full-time student (as 
defined by the Secretary) at an accredit· 
ed institution of higher education," fol­
lowing "community rating system". 

Subsec. (b)(3). Pub.L. 95-559, 
§ I !(a), as amended by Pub.L. 96-32, 
added provisions limiting the health 
maintenance organization from entering 
into contracts for health services with 
physicians other than members of the 
staff of the health maintenance organiza­
tion, medical groups, or individual prac­
tice associations. 

Subsec. (b)(4). Pub.L. 95-559, 
§ I l(c), substituted "basic and supple­
mental" for "basic or supplemental" and 
"if the services were medically necessary 
and immediately required because of an 
unforeseen illness, injury, or condition" 
for "if it was medically necessary that 
the services be provided before it could 
secure them through the organization". 

Subsec. (b)(5). Pub.L. 95-559, 
§ l l(d), added subsec. (b)(S). 

Subsec. (c)(I). Pub.L. 95-559, 
§ IO(b), designated existing provisions 
~s subpar. (A) ::nd added 5ubpar. (E). 

Subsec. (c)(3). Pub.L. 95-559, § 9(b), 
designated existing provisions as subpar. 
(A) and added subpar. (8). 

Subsec. (c)(6). Pub.L. 95-559, 
§ IO(c), designated existing provisions as 
subpar. (A) and, in subpar. (A) as so 
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designated, inserted "in the case of a 
private health maintenance organiza­
tion," preceding "be organized in such" 
and substituted "(i}" for "(A)" and "(ii)" 
for "(8}", and added subpar. (8). 

1976 Amendment. Subsec. (b)(I). 
Pub.L. 94-460, §§ lOl(a), 105(a)(I), pro­
vided that a health maintenance orga­
nization may include a health service, 
defined as a supplemental health service 
by § 300e-l(2) of this title. jn the basic 
health services provided its ·;".;iembers for 
a basic health service payment described 
in the first sentence, and also provided 
that, in the case of an entity which be­
fore it became a qualified health mainte­
nance organization (within the meaning 
of § 300e-9(d) of this title) provided 
comprehensive health services on a pre­
paid basis, the requirement of clause (C) 
would not apply to such entity until the 
expiration of the forty-eight month peri­
od beginning with the month following 
the month in which the entity became 
such a qualified health organization. 

Subsec. (b)(2). Pub.L. 94-460, 
§§ lOl(b), 105(a)(2), substituted "the or­
ganization may provide to each of its 
members any of the health services 
which are included in supplemental 
health services (as defined in section 
300e-1(2) of this title)" for "the organiza­
tion shall provide to each of its members 
each health service (A) which is included 
in supplemental health services (as de­
fined in section 300e-1(2) of this title), 
(B) for which the required health man­
power are available in the area served by 
the organization and (C} for the provi­
sion of which the member has contract­
ed with the organization" and added "ex­
cept that, in the case of an entity which 
before it became a qualified health 
maintenance organization (within the 
meaning of section 300e-9(-.i) of this ti­
tle) provided comprehensive health ser· 
vices on a prepaid basis, the requirement 
of this sentence shall not apply to such 
entity during the forty-eight month peri­
od beginning with the month following 
the month in which the entity became 
such a qualified health maintenanc:e or­
ganization" following "Supplemental 
health services payments which are fixed 
on a prepayment basis shall be fixed 
under a community rating system". 

Subsec. (b)(3). Pub.L. 94-460, 
§ l 02(a), added references to health pro­
fessionals who have contracted with the 
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health maintenance organization for lhe 
provision or such services and tu the 
combinalion or srafL medical groups, in­
dividual practice associalions, or heailh 
professionals under conlracl wilh rhe 
health maintenance organizalion, and 
added provisions allowing a health 
maintenance organization, during the 
thirty-six month period beginning with 
the month following the month in which 
the organization becomes a qualified 
health maintenance organization (within 
the meaning of§ 300e-9(d) of this title), 
to provide basic and supplemental 
health services through an entity which 
but for the requirement of 
§ 300e-1(4)(C)(i) of this title would be a 
medical group for purposes of this sub­
chapter, directing that after 1he expira­
tion of such oeriod, the organization 
may provide ·basic or supplemental 
heal:h services through such an entity 
only if authorized by the Secretary in 
accordance with regulations which take 
into consideration the unusual circum­
stances of such entity, directing that a 
health maintenance organization may 
not, in any of its fiscal years, enter into 
contr2cts with health professionals or 
entities other than medical groups or 
individual practice associations if the 
amounts paid under such contracts for 
basic and supplemental health services 
exceed fifteen percent of the total 
amount to be paid in such fiscal year by 
the health maintenance organization lo 
physicians for the provision of basic and 
supplemental health services, or, if the 
health maintenance organization princi­
pally serves a rural area, thirty percent 
of such amount, except that the sentence 
would not apply to the entering into of 
contracts ror the purchase of basic and 
supplemental health services through an 
entity which but for the requirements of 
§ 300e-1(4)(C)(i) of this title would be a 
medical group for purposes of this sub­
chapter, and directing that contracts be­
tween a health maintenance organiza­
tion and health professionals for the pro­
vision of basic and supplemenral health 
services include such provisions as the 
Secretary may require (including provi­
sions requiring appropriate r.ontinuing 
education.). 

menial heallh services in the case of lhe 
members who have contracted therefor." 

Subsec. (c)(4). Puh.L 94-460, 
§ 103(<I}, substituted provisions m<Iking 
a simple reference to an open enroll­
ment period in accordance with the pro­
visions of subsec. (d) of this section for 
provisions spelling out in detail the re­
quirements for a health maintenance or­
ganization with regard to an open enroll­
ment period. 

Subscc. (d). Pub.L 94-460, § 103(b), 
added subscc. (d). 

Effective Dates 
1976 Act. Section 118 of Pub.L. 

94-460, as amended by Pub.L. 96-88, 
Title V, section 509(b), 93 Stat. 695, Oct. 
17, 1979. provided that: 

"(a) Except as provided in subsection 
(b), the amendments made by this title 
{enacting section 300e-15 of this title 
and amending this section and sections 
300e-I to 300e-l I, 300e-13, and 300n-l 
of this title, and section 8902 of Title 5, 
Government Organization and Employ­
ees] shall take effect on the date of the 
enactment of this Act [Oct. 8, 1976). 

"(b)(I) The amendments made by sec­
tions IOI [amending subsec. (b)( I), (2), 
and (4) of this section]. 102 [amending 
subsec. (b)(3) of this section and section 
300e-1(4)(C). (S)(B) of this title]. 103 
[amending subsec. (c)(4) and enacting 
subsec. (d) of this section]. 104 {amend­
ing section 300e-1(1), (2) of this title). 
and 106 {amending section 300e-l(4)(C) 
of this title) shall (A) apply with respect 
to grants, contracts, loans, and loan 
guarantees made under sections 1303, 
1304, and 1305 of the Public Health Ser· 
vice Act [sections 300e-2, 300e-3, and 
300e-4 of this title) for fiscal vcars be­
ginning after September 30, i976, (B) 
apply with respect to health benefit 
plans offered under section 1310 of such 
Act [section 300e-9 of this title) after 
such date, and (C) for purposes of sec­
tion 1312 [section 300e-11 of this title) 
take effect October I, 1976. 

"(2) Subsection (d) of section 1301 of 
the Public Health Servic" Act [subse..:. 
(d) of this section) (added bv section 
103(b) of this Act) shall take effect with 

Subsec. (b)(4). Pub.L. 94-460, respect to fiscal years of health mainte-
§ IOl(c). substituted "and only such sup- nance organizations beginning on or ar. 
plcmental health services as members ter the dare of the enactment or this Act 
have contracted for" for "and supple- [Oct. 8, 1976). 
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"(3} The amendments made by section 
107 [amending sections 300e-2(e), 
300c-3(b)( l)(A), (2)(A), and 
300e-4(a)(I). (2) of 1his tirle) shall apply 
with respect to grants. contracts, loans, 
and loan guarantees made under sec­
tions 1303, 1304, and 1305 of the Public 
Health Service Act [sections 300e-2, 
300c-3, and 300e-4 of this title) for fiscal 
years beginning after September 30, 
1976. 

"(4) The amendments made by sec­
lions 109(a)(I) [amending section 
300c-4(a)(l}, (2) of this title] and l09(c) 
[amending section 300e-7(a)( 1 )(A), 
(b)(2)(D) of this title) shall apply with 
respect to loan guarantees made under 
section 1305 of the Public Health Service 
Act [section 300e-4 of this title) after 
September 30, 1976. 

"(5) The amendment made by section 
109(e) [amending section 
300c-3(b)(2)(D) of this title) shall apply 
with respect to projects assisted under 
section 1304 of the Public Health Service 
Act [section 300e-3 of this title] after 
September 30, 1976. 

"(6) The amendments made by para­
graphs (l) and (2) of section l lO(a) 
[amending section 300e-9(a), (b)(l), (2) 
of this title] shall apply with respect to 
calendar quarters which begin after the 
dale of the enactment of this Act [Oct. 8, 
1976). 

"(7) The amendments made by para­
graphs (3) and (4) of section 110 
[amending subsec. (c) and enacting sub­
secs. (e) to (h) of section 300e-9 of this 
tirle] shall apply with respect to failures 
of employers to comply with section 
1310(a) of the Public Health Service Act 
[section 300e-9 of this title] after the 
dare of rhe enactment of this Act [Oct. 8, 
1976). 

"(8) The amendment made by section 
111 [amending subsecs. (a) and (b) and 
enacting subsec. (c) of section 300e-l I 
of this title) shall apply with respect to 
determinations of the Secretary of 
Health and Human Services described in 
section 1312(a) of the Public Health Ser­
\·icl~ Act (ser.tion 300e-! !(~) cf :hi:; ~it:c] 
and made after the date of the enact­
ment of this Act [Oct. 8, 1976]." 

Short Title 
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1988", sec section l(a) of Pub.L 100--517, 
set out as a note under section 201 of 
this title. 

1978 Amendment. For Short Tille of 
Pub.L. 95-559 as the "Health Mainte­
nance Organization Amendments of 
1978", sec section I of Pub.L 95-559, set 
out as a Short Title of 1978 Amendment 
note under section 201 of this title. 

1976 Amendment. For Short Title of 
Pub.L. 94-460 which substantially 
amended this subchapter, as the "Health 
Maintenance Organization Amendments 
of 1976", see section l(a) of Pub.L. 
94-460, set out as a Short Title of 1976 
Amendment note under section 201 of 
this title. 

1973 Act. For Short Title of Pub.L 
93-222, which enacted this subchapter, 
see section I of Pub.L 93-222, sci out as 
a Short Title of 1973 Amendments note 
under section 201 of this title. 

Health Care Quality Assurance Pro­
grams Study 
Section 4 of Pub.L. 93-22::. provided 

that the Secretary of Health, Education, 
and Welfare contract for the conduct of 
a study of health care quality assurance 
programs and submit a final report to 
specific committees of Congress by Jan. 
31, 1976. 

Qualification of Health Maintenance 
Organization Contingent Upon Con­
trolling Organization's Assumption of 
Financial Obligations and Meeting 
Other Requirements 
Section 5(a)(3) of Pub.L. 100--517 pro­

vided that: 

"During the period prior to the effec­
tive date of regulations issued under sec­
lion 130l(c) of the Public llcalth Service 
Act [subSl'C. (c) of this section] (as 
amended by paragraph (2)), the Secre­
tarv of Health and Human Services shall 
consider the application for qualification 
under section 1301(c)(l)(A) of such Act 
{subscc. (c)(I )(A) of this section] of a 
health maintenance organizarion-

"(A) which is owned or controlled 
by another organization, and 

"(B) which requests that the re­
sources of the other organization be 
considered in determining its qualifi­
cation under such section, 

1988 Amendment. For Short Title of if the Secretary receives satisfactory as-
Pub.L. 100-517, as the "Health Maintc- surances from the other organization 
nance Organization Amendments of that it will assume the fina;;cial obli-
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gations of the health maintenance orga­
nization and if the Secretary determines 
that the other organization meets such 
other requirements as the Secretary de­
termines are necessary." 
Study on Health Maintenance Orga­

nization Program 
Pub.L 99-660, Title VIII, § 813, Nov. 

14, 1986, 100 Stat. 3801, provided that: 
"(a) The Secretary of Health and Hu­

man Services shall provide for the con­
duct of a study to assess the operation 
and impact of the provisions of title Xlll 
of the Public Health Service Act [this 
subchapter]. The study shall-

"(I) assess the attitudes of employ­
ers and employees toward prepaid 
health benefits plans, particularly 
health maintenance organization 
plans; 

"(2) examine the operation of the 
community rating approach and the 
impact of such approach on the mem­
bership composition and competitive­
ness of health maintenance organiza­
tions qualified under such title; 

"(3) analyze the effects of the dual 
choice option provided in section 1310 
of such Act (42 U.S.C.A. § 300e-9) on 
health maintenance organizations and 
on other health benefits plans; 

"(4) assess the approach used to add 
services no longer considered to be 
experimental to basic health services 

for health maintenance organizations 
qualified under such title. particularly 
with respect to the addition of organ 
transplants to such basic health servic­
es and the impact of such addition on 
the competitiveness of such health 
maintenance organizations; and 

"(5) examine the effect of minimum 
benefit requirements, underwriting re· 
strictions, restrictions on cost sharing, 
and the requirement that services be 
provided without limitation as to time 
or cost on the competitiveness of 
health maintenance organizations 
qualified under such title. 

"(b) Within 18 months after the date 
of enactment of this Act [Nov. 14, 1986], 
the Secretary shall prepare and transmit 
to the Congress a report which describes 
the findings and conclusions of the study 
conducted under subsection (a) and con­
tains such recommendations for legisla­
tive and regulatory action as the Secre­
tary considers appropriate. 

"(c) Any contract entered into under 
this section shall be to such extent or in 
such amounts as are provided in appro­
priation Acts." 

[Section 815(b) of Pub.L 99-660 pro­
vided in part that provisions of this note 
shall be effective Nov. 14, 1986, see sec­
tion 815(b) of Pub.L 99-660, set out as a 
note under section 300e-1 of this title.) 

CROSS REFERENCES 

Annual report requirement, see 42 USCA § 300e-14. 
Application contents requirements for loan or loan guarantee under this sub­

chapter, see 42 USCA § 300e-5. 
Contract terms, duration, termination, and effective date, health maintenance 

organizations and competitive medical plans, see 42 USCA § 1395rnm. 
Determination of deficiency, continued regulation of health maintenance orga­

nizations, see 42 USCA § 300e-l I. 
Disclosing entity as meaning entity which is health maintenance organization as 

defined in this section, see 42 USCA § 1320a-3. 
Entities operating as health maintenance organizations; restrictive State laws 

and practices, see 42 USCA § 300e-10. 
Other entities considered health maintenance organizations for purposes of this 

subchapter, see 42 USCA § 300e-6. 
Qualified health maintenance organization defined for purposes of this section, 

see 42 USCA § 300e-9. 
Shared health facility defined as not including health maintenance organization 

us defined in ihi~ seciion, see 42 USC::A !i 1301. 

LIBRARY REFERENCES 
American Digest System 

Medical and hospital insurance in general, see Insurance <S=>467.4. 
Power to make health regulations in general, see Health and Environment ~20. 
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Ch. 6A HEALTH MAINTENANCE 42 § 300e-1 

Encyclopedias 
Health regulations; duty and power of federal government, see C.J.S. Health and 

Environment § 4. 
Risks or causes of loss: health insurance. see C.J.S. Insurance§ 893. 

Law Reviews 
Competitive providers of managed healthcare. Jan L. Weinstock, "18 NJ.Law. 

11 (Feb.1987). 
Redefining full and fair disclosure of HMO benefits and limitations. S. Fred 

Figa and Howard M. Tag. 14 Seton Hall Legis.J. 151 ( 1990). 
Should third party payors of health care sci-vices disclose cost control mecha­

nisms to potential beneficiaries. Edward B. Hirshfield, 14 Seton Hall 
Legis.J. 115 (1990). 

WESTLA W ELECTRONIC RESEARCH 

Health and environment cases: 199k[add key number]. 
Insurance cases: 217k[add key number]. 
See, also, WESTLAW guide following the Explanation pages of this volume. 

NOTES OF DECISIONS 

Negligence 2 
Rules and regulations 

I. Rules and regulations 
Regulations promulgated pursuant to 

this subchapter are intended to insure 
equal treatment of health maintenance 
organizations in each of the several 
states, but should not be interpreted to 
require strict compliance in states where 
the method of computing the state's con­
tribution to such an organization already 
guarantees that equality. Health Care 
Plan, Inc. v. Bahou, 1983, 459 N.Y.S.2d 
497, 92 A.D.2d 142, affirmed as modified 

§ 300e-1. Definitions 

For purposes of this subchapter: 

462 N.E.2d 128, 473 N.Y.S.2d 951. 61 
N.Y.2d 814. 

2. Negligence 
Allegations, resting on theory that 

since health maintenance organization 
had represented itself to be a "nonprofit" 
organization and in fact had system 
whereby individual doctors were encour­
aged, by incentive payment plan, to be 
conservative with reference to unneces­
sary tests and treatments, failed to state 
cause of action on theory that plaintiffs 
had been fraudulently led to believe they 
would receive "the best quality" of care 
and treatment. Pulvers v. Kaiser Foun­
dation Health Plan, 1979, 160 Cal.Rptr. 
392, 99 C.A.3d 560. 

(I) The term "basic health services" means-
(A) physician services (including consultant and referral ser-

vices by a physician); 
(B) inpatient and outpatient hospital services; 
(C) medically necessary emergency health services; 
(D) short-term (not to exceed twenty visits), outpatient evalu­

ative and crisis intervention mental health services; 
(E) 1ncuicai treatment and referral services (including refer­

ral services to appropriate ancillary services) for the abuse of 
or addiction to alcohol and drugs; 

(F) diagnostic laboratory and diagnostic and therapeutic ra­
diologic services; 
42 U.S.C.A. §§ 300 to JOOaaa-13-9 159 
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TO 94561715 P.02 

EXF'ECTED NICKLES AMENDMENT ON INSURANCE COVERAGE 

Senator Nickles is expected to offer an amendment that would permit 
individuals tc retaln their current insurance policies, even if these 
policies to do not compiy with the standards established under the 
Mitchell bill. He will claim that this amendment will prevent the 
gove1rnment from forcing people to give up a policy that they like and want 
to kEMtp. 

What Nickles' amendment would actually do is allow insurance companies 
to oontinue to offer policies with pre-existing condition exclusions, 
lifetime limits, and fine print that denies health benefits when people 
need them most. 



, ~UG-17-1394 16:24 FROM TO 94561715 P.03 

NICKLES AMENDMENT IS THE .. FINE PRINT PROTECTION ACT" 

1) Everyone should be able to keep their current coverage 

We agree strongly that no one should force you to give up a policy that you 
like. A.Wt. we want to ensure that the policy you hold is not a lemon •• it 
shou Id be there when you need it. 

Our goal is to be sure that other Americans have the type of protections 
against lemon policies that members of Congress and all Federal 
employees have. 

We !;et safety and quality standards for all kinds of products. Baby food 
can't have glass in it, children's pajamas can't be flammable, cars must 
have seat belts. l nsurance policies can't have loopholes and fine print 
that 1:feny you health care when you need it most. 

[Cite examples of insurance company denials of coverage] 

2) Protect consumers, not fraudulent insurance companies 

Republicans and Democrats alike agree that the insurance industry has to 
cha~~e the way it does business. Every health reform bill that's been 
introc!uced includes tough consumer protections from insurance abuses -· 
this c1mendment is a step in the wrong direction. 

Undeir the Nickles amendment, dishonest insurance companies are the 
winne·rs and the American people are the losers: 

Take for example, a family who hits their policy's lifetime limit one year 
after they have a child with a serious heart condition. You're out of luck. 
The family loses its coverage. 

3) The Mitchell bill moves us in the right direction 

The Mitchell benefit package is not a one size fits all package. In fact, 
under this bill, everyone will be guaranteed the same kind of choices that 
Members of Congress have -- like an HMO, a traditional fee-for-service 
plan that lets you go to the doctor of your choice, or a combination of the 
two. 

I-·--·-·-.. ~---



1 .:.uG-1 7-1 334 1 E. : 2s FRO!'! 94561715 P.0d 

QUESTIONS 

WH'f IS THE GOVERNMENT FORCING PEOPLE TO BUY COVERAGE THEY 
DOJ\l'T NEED AND CAN'T AFFORD? 

We ;are not forcing people to buy coverage they do not need. 
We are requiring insurance companies to sell policies that cover what 
they say they cover. No excuses, n·') loopholes, no fine print. 

Health insurance is for the accidents and illnesses you hope and pray never 
happen, but if they do, you want your insurance to cover you. No excuses. 
no lc>opholes, no fine print. 

WHY SHOULD WE HAVE A ONE·SIZE·FITS·ALL PLAN IMPOSED BY 
THE GOVERNMENT? 

We s;houldn't and we don't. Under the Mitchell bill, everyone will be 
guara1nteed the same kind of choices that Members of Congress have -­
like an HMO, a traditional fee-for-service plan that lets you go to the 
doctor of your choice, or a combination of the two. 

Unde1r the Mitchell bill! individuals woulo always be able to buy 
suppl1~mental policies to tailor their coverage to meet their needs. 

All Americans that don't want to pay for a standard plan can choose 
alternative, lower cost plans that cover their health care needs after a 
high i:Jeductible. 

But no matter what choice you make, you ought to be secure that the 
coverage you paid for will be there when you need it. 
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Before the 
UNITED STATES IIOUSE OF RLPRESElVTATIVES 

CO!JMITTEE ON SMALL BUSINESS 

State.men t nf 
Gary Sprague 

Mr. Chairman and members of the Committee, m)' name is Gary Sprague and I am 

President of T .G. Trucking, Co. l have three trucks I run in a five state area. We are located 

in upstate New York. I am also a Director of Owner-Operator Independent Drivers Association, 

Inc. COOIDA") which represents over 29,000 members nationwide. I am proud that my 

Association has joined the Small Business Coalition for HeaJth Care Refonn. 

To me this national debate we are havinG about health ca.re reform i' not about polirics--it 

is about survival. My employees and myself do not currently ha"·e health care coverage. The 

reason we do not is simple, the pre$Cnt benefit packaies available to my employees and myself 

arc to() expensive and, they do not wor1'. Health care roverage that is available to me today 

would cost twenty-five percent of my pa)TOll. With worker's compensation at eigh>«n perc;ent 

of pre~;ent payroll, and personal liability insurance at fi\'e pe.rcent of gross income. It is plain to 

~c lhaL am.mliibk hclilLh 1,;an: fur :srrusll bu.sin~ses atltls a cusl Lhiit my businc::-1::1 C'1llllUL bctU. 

What people have difficulty understanding is that if my health care rosts were at seven 

_percent of my payroll. as predicted under the Clinton Plan. I would be able to create a new job 

tomorrow. Health care reform is a dollars and sense issue. Of the 29,000 members of OOIDA 

that I represent, over forcy-five percent do not have health care of any kind Most cannot afford 

it while others cannot get it. As independent business men and women, 0\\11er-opcraton need 

to be a.ble to get health care coverage that they can afford and that actually pays the bill. 

. . • • .._ · .. · .. •' ; ' ."·: ·.· .. ~ . '.:,. · .. · • ;''. •·: 'I • ·, • •. • .. · ·. -~· :·. -··. • r. ,, •. •• ",••,:;, .. ··.: 
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C. Closed in accordance with restrictions contained in donor's deed 
of gift. 

PRl\I. Personal record misfile defined in accordance with 44 IJ.S.C. 
2201(3). 

RR. Document will be r&~\·iewed upon request. 

Freedom of Information Act - 15 ll.S.C. 552(h)i 

b( I) National security classified information l(b)( I) of the FOIAI 
h(2) Release would disclose internal personnel rules and practices of 

an agency l(b)(2) of the FOIAI 
b(J) Release would \'iolate a Federal statute j(b)(J) of the FOIAI 
b(4) Release would disclose trade secrets or confidential or fi11ancial 

information l(b)(4) of the FOIAI 
b(6) Release would constitute a clearly unwarranted invasion of 

personal pri\·acy l(b)(6) of the FOIAI 
b(7) Release would disclose information compiled for law enforcement 

purposes l(h)(7) of the FOIAI 
b(8) Release would disclose information concerning the regulation of 

financial i11stitutions l(h)(8) of the FOIAI 
b(9) Release would disclose geological or geophysical information 

concerning wells l(b)(9) of the FOIAI 



r do not think that a insurance C-Ompany should be able to take 3.way a man's livelihood. 

Today ar:y irsurance carrier can say one day or three ye~ into an 1llne;s., sorry its pre-existing -

- Goodbye! 

The !!ituation that I encountered is not uniquc--it hapf>G11~ all the ~imc. No .Avncric.an 

should have to risk losing all they have worked for (as I did) when they or a family member go 

to see a doctor or develops a..'i illr.e~s. 

This is why I've followed the be.altb care refonn debate so closely. I find out now that 

Coniuess may be lea.minll. toward some of these halfv.-a.,· reforms v.fuch I know failed in New 

York. 

My small busi.r1ess needs a health care program tha~ includes \.:Iliver~aJ coverage. I cannot 

off er heaJth care covera~e to my employees if other motor carriers in my area do not The 

trucking business today is very competitive and, if my rates include h:altri care CDsts while the 

rates of other carriers do not. I am at a disadur":ta~e and \\ill not S\.Ttive. We need to have 

ev.;ryonc covered and we ne00 it now, not in the year 2000. 

The t.'1Jcking industry has a huge turn over of emplo)'ees. I believe that a major reason 

is that the industry has few employers that offer health care coverage. In my O\\n business, 

,.-. because I do not off er health care, I cannot keep good drivers. They go \lri.th larger companies, 

. •,., .. ·-· ... · ... : .' .,. 
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or to other industries, with benefit packages. This tum over is costly. Others that would like 

to work for me have pre-existing conditions and are afraid to leave other companies to work for 

me. 

~fany of the members of OOIDA opt'rate as soll! propriet.oni an.C indt~ndent contractors. 

l would lik¢ to briefly ttJJn;:i~ bulb i:s.!luc:s. 

With regard to sole proprietors, I arn pleased to see that the Congress finally appears ready 

to correct a blatant inJustke and pennit 100 percent deduction of health care cos~. This has long 

been the case for costs for employees, and it is simply not fair to treat self.employed persons 

differently. 

With regard tu the e1uplo~ec:! v~. in"kpcrnkm w11ln:1t;lOr debate, thi! is a loug ~laudia& 

issue. I recognize that there is a concern that mandating he.alth care coverage through employers 

may ca~e some to attempt tD reclassif).· employee, the Congress should not act until the evidence 

is in. for that reason, our Association believes that the best course of action is to wait, a."ld to 

require the Department of the Treasury to study the issue and to report back to the CotlifCSS in 

two y:nrs o..s to the extent of the problem (if it develops), nnd hew to fix it. 

While you hear a lot of small businesses tell you that they can't atford health care 

coverage, I do not think it makes any difference whether you drive a Ullck or sell pizias o:-

computers, health care is necessary to be competitive in the business world today. In whatever 

health care bill finally becomes law. we must have universal coverage, it mu.st be affordable. and 

it mwt be portable. 

/ 
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103rd CONGRESS AMDT ------
2nd Session 

Statement of Purpose: To 

'. 

IN THE SENATE OF THE UNITED STATES 

MR. NICKLES, for himself, and Mr. -------------------------

submitted the following amendment: 

------------------------------------------------------------------

viz: On page 145 line 3, insert after the word "subtitlett the 
following; 

"(except for: (1) the requirements that any ernployer­
offered plan provide a standard benefits package established 
under subtitle .C; (2) the prohibition against an employer 
nfferina an A]tern~tive standard benefits package -
established under subtitle c; and (3) the prohibiticn 
against an employer self-insuring cost-sharing benefits)." 



08/17/94 11:58 

NICKLES AMENDMENT 

J. SELF-INSURANCE FOR COS'f-SHARING SUPPLEMENTAL COVERAGE 

The Mitchell Bill prohibits i;pmmunity-rated employers from off cring supplemental coverage 
for cost-sharing to their employees through self-insurance. The reason is to prevent the 
premiums of community-rated health plans from increasing because of the higher utilization 
that would occur because the cost-sharing under the plan is being reduced or eliminated. 

Employers can offer supplemental coverage for cost-sharing by purchasing it from the insurer 
offering the standard benefits. This allows that insurer to build in the costs of the extra 
utilization into the price of the supplemental coverage. 

TI1c c:ffect of the Nickles amendment would be to significantly increase community-rated 
premiums (and therefore the cost of subsidies). 

--------------------------------------------------------------------
• If community-rated employers c.an self-insure cost-sharing benefits, their employees 

will use more health care services, which will increase the premiums offered by 
community-rated insurers . 

.,. The effect of the Nickles amendment would be to increase the costs of 
community-rated coverage for everyone . 

.,. Employers that self-insure cost-sharing benefits would be able to reap the 
benefits of providing "first-dollar'' coverage while bearing only a fraction of 
the costs. 

• The Nickles amendment would reduce the cost-containment effects of the cost­
sharirig in community-rated health plans. 

• The Nickles amendment, by increa.~ing premiums, would increase the federal 
goverruneut's costs of providing subsidies. 

~002 
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liability and provide the tax. credit as additional income in the employees· paycheck. so 
they could purchase insurance. 

Fanilly Security Benefit Requirements 

• Sociery ~hould not have co pay the price for irresponsible indiviciuals who refuse co 
purchase insurance and then e.\pect us co pick up the cab when they become seriously ill 
or injured. Every individual and family would be required to ha'w'e minimum healch 
insurance coverage to co-.er medically necessary "acute medical care.'' including: 

Physician ser"\·ices 

Lnpatient. outpatient. and emergency hospital services and 
appropriate alternatives to hospitalization 

lnpatiem and outpatient prescription drugs 

A maximum deductible amount of Sl.CX.XJ for an individual and 
S2.0CX> for a family and an out-of-pocket limit of $5.000. These 
amounts would be inde~ed to inflation i.n future years. 

• For ~ed.ical Savings Accounts. or ~SA". the Consumer Choice plan would provide the 
same basic 25% tax credit for deposits. Each household would~ permitted to ha"Ye one 
MSA and to make an annual deposit no greater than the sum of $3.CXX) plus $500 for 
each dependent. The funds in an MSA could be used to pay medical bills not covered 
by their insurance plans, and to pay health insurance premiums. 

• Transitional Rules: In order to provi1..1e individuals and families with secure. ponablt 
benefits. insurers and employers who currently provide health insurance co..,erage would 
be required to offer policyholders the option of converting their exiscing coverage lo an 
individual or family plan. Employers would also be required to add the value of the 
coverage they now offer to their workers' wages. Thus. workers could take their 
coverage with them when they changed jobs or could use the money ro buy a different 
plan that better suited their needs. 

Employer Provisions 

• Individuals and families could still purchase health insurance through their employers. 
This would not be their only option. su1ce they would be able to receive the same tall 

relief if they purchased coverage on their own or through other groups such as unions. 
churches, farm bureaus. business coalitions. professional associations. or through some 
ocher group - s;imilar to the choices thac more rhan 10 million Federal employees. 
retirees and their families have today. 

6S=66 Cl/tl/ll 



people with preexisting conditions. or engaging in any other discriminatory sales 
practices. 

• Health insurance underwriting would be limited. allo~·ing insurers to vary premiums on!~· 
on the basis of age. sex and geography. However. because of the importance of 
prevention and healthy lifestyles. the legislation would allow insurers to give incentive 
discounts to promote healthy behavior. prevent or delay the onset of illness. or provide 
for screening or early detection of illness. 

• Cenain state laws pertaining to mandated benefits and services. anti-managed care laws. 
and mandated cost-sharing would be preempted. 

Tm Credits 

• Individual tax credits would replace the curTent tax exclusion for company-sponsored 
health plans. 

• Tax credits. which would become available on January l. 1997. would be srrucrured to 
give all Americans a basic level of tax relief on all of their health expenses. with greater 
tait relief targeted to those individuals and families ~·ho. because of illness or belo"" 
average incomes. face prop:mionately higher health expense rclati .. ·e to their income. The 
credits would be structured as follows: 

Health Insurance Premiwm and 
Unreimbuned Medical Expenses 
u I Percent or Gross Income 

Below 10 percent 

10 to 20 percent 

20 percent or more 

Percent Reimbursed 

2S percent 

50 percent 

75 percent 

• At a minimum. for every 5100 which is spent on health insurance premiums. or 
contributed to a Medical Savings Account (MS Al. or spent on· ANY out-of-pocket 
medical expenses. the inciividual or family would pay 525 less in taXes. The greater the 
ratio of health costs to income. the greater the w benefits. Low-wage persons with higher 
percentage health costs would receive greater benefits. The tax credit would be as much 
as S7S per SlOO spent on health care. and would be refundable as explained below. 

• The credits are refundable. meaning that if the value of the credit is more than an 
individual's or family's tax liability. the government would pay rhe difference. Much lik~ 
the treatment of the Earned Income Tax Credit <EITC>. employers would reduce their ta., 
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of family income, the percentage 
credit also would rise. The struc· 
ture of this sliding scale credit is 
much Ii.kc the child c:are credit in 
today's tax code. 

Version #3 ls a combination af 
the first two. A voucher and flat 
rate credit would apply co in· 
suranc:c costs only. and a sliding 
scale credit to out-of-pocket 
costs. This version would en­
courage families to buy a basic: 
plan. but give them a bigger in­
centive w accept highV deduct­
ibles and copayments. 

./ The minimum banatlls pack· 
age required by law 

Table 2 indicates the minimum 
benefits package that would be 
required by law under the 
Heritage proposal, u chosen by 
Heritage analysts and priced by 
Lewin/ICF. For a family of four 
this plan is estimated to cost 
$277 .33 per month or $3,327 .84 
per year. so it is by no means a 
"bare bones" plan. It should be 
noted that the plan has been 
priced on a per capita bans. In 
practice family plans cost less 
than the total would be if each 
member bought a separate plan. 
So the cost for a family in the 
model is probably an overes­
timate in some cases. Equivalent 
coverage options would be per­
mined. For instance, instead of 
7S percent coverage for 
physician services, a plan may 
have a higher percentage, but a 

T1ttle2 
Basic Plan Required by Law 

Minimum standard coverage required for 
aJI Americans. 
o $1,000 dcduaible ($2,000 per family). 

O $5,000 cosc-sharing maximum. 

"1*11nt HmplLll a.rvleel 
'°"• (36S~y ~r stay max11T11ml 

Outpmtle ... Holptrll S.rvlCM 110% 

MOlptl.t A•emativ. Yes (txt•ncltd Ot nome health cant) 

PRlplclan S.Nlcle 75% 

lll'rwnmallWell-a.by/ 7S% W911-Cl'llld OIN 

Dlmgnmlll:T_.. 75% 

Preecrtpuon DPUQI (lnpatientl 75% 

l!lftlrDIMY 9tl'f'ICll 100% 

....,... Heattll c... Not Covered 

DlralOll'I Noe CovereCI 

YlllOft CIM Nat Coveted 

A•rage monthty cost of the plan Is S68.33 
per parson. 

Actuarl1l equlval1nt altamatlves ara parmlttlCI. 

Nola: lnd"Mcllllds C0¥81'9d rw ii gcwemmeni heallh Pll>­
grarn IUd'I aa Medlcara a~ Medicaid are exernpi from 
thDH OO¥erage requ1rtrnenr1. 

Actuarially equivalent plans are onea with dllferent 
COYtragt or benefit levtll tnan ltmse specified here, but 
whose rotal co• ia the um. for in:iividuals wllfl 1l'le 
same aduariill chillildertstlcs such as age, sez, and 
geooraphic IOCl\ion. 

7 A coi;>ayment. or coinsurance. is tbe percenwge of an cxherwise insured medical bill lhat mu.111 he paid by the 
patie11'lL 
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·EXPECTED NICKLES AMENDMENT ON INSURANCE COVERAGE 

Senator Nickles is expected to offer an amend.ment ·that would permit 
individuals to retain their current· insurance policies, even if these 
policiHs to do not comply .with the standards established under the 
Mitch1311 bill. 'He will claim that this amendment will prevent the 

. I . 

. government from forcing people to give up a policy that they like and. want 
to kee~p. 

. . 

What Nicklef amendment would c;ictually do is .allow i.nsurance companies 
to continue to offer policies with· pre-existing condition exclusions, 

. lifetime limits, and fine ·print ·that denies health . benefits when people 
· need them most. 

1, 
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NICKLES AMENDMENT IS THE "FINE PRINT. PROTECTION ACT" . 

1) Everyone shpuld be ·able to keep their current coverage 

' ' 

We agree strongly that· no one should force you to give up ~ policy that you 
like. An.d,, We want to er:isure that the policy you holc;j, is not a lemon -- it . · 
should be there when you need it. 

Our 'goal is to' 'be sure that other Americans have the type of protections 
against lemon policies. that members of Congres.s and all Federal 
employees have. , 

We set safety· and quality standards for all kinds of products. Baby food 
can't have glass in it, children's pajamas can't :be flammable, cars must 
have seat belts. Insurance policies can't have loopholes and fine print 
that deny you health care wheri ,you need it mo~t. · 

[Cite examples of insurance company denials of. coverage] 
. , 

2) Protect consumers, riot fraudulent insurance · compa.nies 

Republicans and Dem.ocrats· alike agree that the insurance industry has to 
chan~1e the way it doe·s business. · Every· health -reform bill ~hat's. been 

. I 

· .. 

introduced includes. tough consumer protections from insurance abu~es -~ <) , 
this amendment. is a step· in the wrong direction. , . tff. [h (tt.,,vf 

. . . ~~M~ 

Undei- the Nickles ame·ndment, dishonest insurance companies are the frill'~ 114' 
win.ne-rs and the American pe~pl~ ar~ the las.erst} [IJ4;f u 

J!.Jj 
Take for example, a family who hits their _policy's lifetime limit o,ne year 'h 

after they h'ave a child wi~h a serious heart condition; You're ·out of luck. lV) (/{.~.vl{ 
·'The family loses its coverage.. · tt ~dq,J 

3) The Mitchell bill moves us in the· right dir'ection 

The· Mitchell benefit package is not a one size fits all· package. ·In fact, 
under this. bill, everyone will be guaranteed the same, kind of choices that 
Members of Congress have. -~ like an HMO, a. traditional fee-f~r-service 

plan that lets you go to the doctor of ·your· choice,. or a combination· of the . 
two. 

, I 
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/ 

QUESTIONS 

WHY IS THE GOVERNMENT FORCING PEOPLE TO .BUY COVERAGE THEY 
DON'T NEED AND C1AN;T AFFORD? 

. -
.We are not. forcing people to buy coverage ·they do not need. 
We are requiring insurance companie·s to $ell -policies that cover what 
they say they cover.· No excuses, no loopholes, no fine. print. 

Health insurance is for the accidents and illnesses you hope and ·pray never 
· happon, but if they do, you want your insurance to cove·r you. No excuses, 
·no loopholes, no fine print. 

WHY SHOULD WE HAVE A ONE-SIZE-FITS-ALL PLAN IMPOSED BY 
THE (~OVERNMENT? 

We sl1ouldn't. and we don't. Under the Mitchell bill, everyone will be 
guaranteed the same· kind of . choices that Members of Congress.· have -­
like an HMO,. a traditional fee-for-service plan that lets you go to the 
doctor of your choice, or a combination .of the two. · 

But no matter what choice yo"u make, you ought to be secure that .the · 
coverage you paid for will there when you need it. . Yo IA o uj '1r fv, tu- $~~ye. 

fh wf y. WV cf O.!!.!-.Y JM df {,( d l!A w In M fv ( wfc-~ < ~ . ( ·fu: (1,v y 01.j 

wt\d 1 c t) v .f <rll rw. I r/J-iw ~n l(_ 
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EXPECTED NICKLES AMENDMENT ON INSURANCE COVERAGE 

Senator Nickles is expected to offer an amendment that would permit 
individuals to retain their current insurance policies, even if these 
policie!s to do not comply with the standards established under the 
Mitche~ll bill. He will claim that this amendment will prevent the 
government from forcing people to give up a policy that they like and want 
to keep. 

What Nickles' amendment would actually do is allow insurance companies 
to continue to offer policies with pre-existing condition exclusions, 
lifetime limits, and fine print that denies health benefits when people 
need them most. 



!NICKLES AMENDMENT IS THE "FINE PRINT PROTECTION ACT" 

1) Everyone should be able to keep their current coverage 

We agree strongly that no one should force you to give up a policy that you 
like. Arui. we want to ensure that the policy you hold is not a lemon -- it 
should be there when you need it. 

Our 1goal is to be sure that other Americans have the type of protections 
against lemon policies that members of Congress and all Federal 
employees have. 

We set safety and quality standards for all kinds of products. Baby food 
can't have glass in it, children's pajamas can't be flammable, cars must 
have seat belts. Insurance policies can't have loopholes and fine print 
that deny you health care when you need it most. 

[Cite examples of insurance company denials of coverage] 

2) Protect consumers, not fraudulent insurance · companies 

RepulJlicans and Democrats alike agree that the insurance industry has to 
chan~1e the way it does business. Every health reform bill that's been 
introduced includes tough consumer protections from insurance abuses -­
this amendment is a step in the wrong direction. 

Under the Nickles amendment, dishonest insurance companies are the 
winners and the American people are the losers: 

Take for example, a family who hits their policy's lifetime limit one year 
after they have a child with a serious heart condition. You're out of luck. 
The family loses its coverage. 

3) The Mitchell bill moves us in the right direction 

The Mitchell benefit package is not a one size fits all package. In fact, 
under this bill, everyone will be guaranteed the same kind of choices that 
Members of Congress have -- like an HMO, a traditional fee-for-service 
plan that lets you go to the doctor of your choice, or a combination of the 
two. 



QUESTIONS 

WHY IS THE GOVERNMENT FORCING PEOPLE TO BUY COVERAGE THEY 
DON'T NEED AND CAN'T AFFORD? 

We a.re not forcing people to buy coverage they do not need. 
We are requiring insurance companies to sell policies that cover what 
they say they cover. No excuses, no loopholes, no fine print. 

Healtl'1 insurance is for the accidents and illnesses you hope and pray never 
happern, but if they do, you want your insurance to cover you. No excuses, 
no loopholes, no fine print. 

WHY SHOULD WE HAVE A ONE-SIZE-FITS-ALL PLAN IMPOSED BY 
THE GOVERNMENT? 

We st1ouldn't and we don't. Under the Mitchell bill, everyone will be 
guaranteed the same kind of choices that Members of Congress have -­
like an HMO, a traditional fee-for-service plan that lets you go to the 
doctor of your choice, or a combination of the two. 

But no matter what choice you make, you ought to be secure that the 
coverage you paid for will there when you need it. 



THE NEED FOR A STANDARD BENEFIT PACKAGE 

A standard benefit packaqe means security. 
• Under the Mitchell bill, health plans offer a standard 

benefit package. This lets all Americans know what is 
covered. No longer will people have to wade through 
insurance company fine print only to discover that a service 
is not covered just as they need it the most. 

• coverage alone does not does not help a woman who does not 
get the mammogram she needs to detect her breast cancer 
early enough to save her life because preventive services 
are not covered. Coverage alone does not help an individual 
who can't get life saving medicine because prescription 
drugs are not covered. 

• In contrast to the Mitchell bill, the Dole bill allows 
insurance companies to continue to deny coverage of certain 
benefits -- effectively excluding people who need those 
benefits from their plans. 

A standard benefit packaqe helps make insurance affordable. 
• With a standard benefit package, insurance companies can't 

choose only "good risks" for one plan and steer older or 
sicker people into another plan -- a plan that ends up being 
unaffordable to those who need it. 

• The attached chart compares the actuarial value and the 
premium cost of Blue cross Standard and Blue cross High 
Option. (Kennedy's office has this chart.) 
• Both of these plans provide comprehensive benefits. 

But the high option provides better coverage for 
prescription drugs and mental health services. And the 
standard option provides dental benefits, while the 
high option does not. 

• Overall the actuarial value of the two options is 
nearly identical -- a difference of $71 per year, or 
about 3%. 

• However, the high option premium is $1,540 more than 
the standard option premium -- that's 70% higher. 
That's because plans with better drug coverage tend to 
attract older, sicker people while plans with dental 
coverage attract families with children. 

A s1;andard benefit package means that consumers can make good and 
infc>rmed decisions between health plans. 
• A standard benefit package is a critical part of 

competition. Under the Nickles' amendment, like today, 
consumers can't tell whether a higher cost plan has better 
benefits -- or just higher cost people in the plan or higher 
profits. When insurance companies offer everyone a defined 
set of benefits, consumers can compare plans on price and 
quality, and insurance companies have to compete by 
providing high quality health care at an affordable price. 



The experts agree on the need for a standard benefits package. 
• Consumers Union, the Alliance for Managed Competition (which 

includes AETNA, CIGNA, MetLife, Prudential, and Travelers), 
the Blue Cross Blue Shield Association, the Group Health 
Association of America and the Health Insurance Association 
of America, all agree that a standard benefits package is 
the best approach. 
(Kennedy's office getting letters saying this.) 
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continue· to keep their high profits and middle class Americans will continue tc face health insurance 
premiums that rise much faster than their incomes. 

Cooper··Gingric.h Allows Insurance Companies to Determine What They Will Cover and What They 
Won't !Cover · 
• A critical component of in·ectin market forces into the health care system is standardizin a 

basic enehts package. Cooper~pingrich leaves the content of the benefits package up to· the 
insurance companies. So just like u.nder the current system, people can't tdl whether higher-cost 
plans have better benefits, or higher insurance company profits. When insurance companies must 
all offer everyone a defined s'et of benefits, consumers are able to pick their own plan based on 
quality and price, which forces insurance companies to compete. This competition drives down 
costs, as insurance companies squeeze out Inefficiencies so that they can attract people through 
high' quality. low cost coverage . 

. No .Real Cost Containment without Universal Coverage . 
• Unless we substantially reduce the· number of uninsured, costs just won't come down. And . 

Cooper-.Gingrich will leave well over 24 million Americans without health coverage. So under 
their plan we'll still have: 

Cost Shifting: American families and bu~inesses that pay for private insurance will still have 
billions of dollars of uncompensated care shifted onto their premiums. · , 

Too Little Preventive Care: The millions .of Americans who remain uninsured under Cooper­
Bilirakis will not face incentives to seek out cost-effective preventive· care that bas been shown 
to reduce health costs. And Cooper-Gingrich encourages ·individuals and employers to buy 
Medical Savings Accounts, which discc;>Urage even insured individuals from using preveritiv~ care. 

Expensive Emergency Room Visits: The ur{insured will still seek out care in expensive hospital 
emergency rooms at three times ·th·e cost of _visits to a doctor's office. · 

No Real Competition: Insurance companies will continue to compete on who' can cover the 
healthiest people instead of on price and quality as they would with a standard benefits package. 

No Y.IDJrantee of C~t Containment for Families, Businesses, and Government 
• The· leadership of both the House and the Senate took cost containment seriously -- and had 

mechanisms that gtiaranteed that costs would never skyrocket out of control again. Cooper­
Gingrich, however, leaves Americans with no more security than they have today: middle class 
Americans have no guarantee that thei.r coverage will always be affordable. 

Unreali:§tic financing: Cooper Makes Promises It Can't Pay ~or 
• Because Cooper is not going to bring costs under control,' there is no guarantee that Americans 

. will not face rising deficits as ·government health. costs continue to' skyrocket. lllans like Cooper 
·claim to provide subsidies to increase coverage, but they don't have the financing .meehar:i.isms 
to back up°' their promises, leaving Congress with three choices (1) ·increase the deficit, (2) 
increase taxes, or (3) leave more Americans out of the system. . · . 

' . 



Tht• Coopl'r-Gingrich Short-Changes Older .-\mrriC:ms 

/~:·iL 1 I._ '1111/)L,1"-( ,·:;!_:.:,r:L·.'·:, .')1/1'·~(.\L., ';·._r:;·.:.:l:L~J·,:u \/L·~/,· .... ·~ .. .:· ... 'lf't :'/!'..:\ /rl ii.:JUii1Cl' i"t.. fili''Ji.'. '.. 1_'/ .:.1.:·,,1·/u.'L.,· i?1J 

:1~·1; 1\ ... ·:1L·ff/,: i 1Ji' 1ift/Li.1· ! ;1,1(ri".i..'L/.;_r, ' .. r1 "/iL·/_.·1 ·.i ir.!1 /i;· .... ·,L ;·, .. ·,/f!l;l ~/r1r'.!..': · .\·,_. :_>ci//1 \t ;',1:.7 /,,_=i·..:.-:'...,,·.1·;,1_' l.1..i'.i'L' 

.·li!d noti1i11g /1) ki::i:p illSll/'UllCC L'()ill/)L(/iiL'S_/i'li!!h'ilUl','...,'.'ne: 1J/(ic·1· /.'<-'UjJ/L· iliiiL-11 i11glil'i' i'(
0

//c'.' tiiul/ 

yuunger people. Instead, :'vfedicare muney will be used to expand access fO low-income 
individuals, not to help the ·older Americans Medicare was created to serve. 

Raids. Medicare To Pay Others' Bills 

• . The Cooper-Gingrich bill takes significant mon~y out of Medicare. but it uses it to pay other 
bills instead of providi~g ne\\· benefits and a strengthened Medicare program. The C oopet­
Gingrich bill provides no coverage for prescription drugs. and no new:long-term c~re 
program. 

· Forces '.\'lillions of Seniors to Choose B'etiveen Food and Medicine 

• The Cooper-Gingrich bill does not add prescription drug coveraQ:e to Medicare -- leaving· 
m:dlions of older Americans \vi th no help paying for costly prescriptions. Prescriptio'n drug · 
costs are the highest out-of-pocket expense for three OtJt of four seniors, and the Cooper­
Gingrich plan would provide no help. forcing millions of older Americans to continue .to 
choose bet\veen food and inedicine. 

Leans Older America.ns at Risk of Entering Nursing Homes 

• The Cooper-Gingrich bill does nothing to. extend long-term care coverage to the home and 
comn:l.Unity -- where most seniors live and where most want to stay. With no long-term care 
program, older Americans in need of assistance will continue to face no choice but to enter 
nursii:ig. homes. · 

Insurance Companies Can Still Gouge Seniors 

• The Cooper-Gingrich bill would leave the insurance companies in charge_ -- allowing them to · 
deny coverage for· pre-existing condition's six months, 1 to raise rates indiscriminately, to 
decide which benefits to cover and which to exclude., His plan would let insurance 
companies charge older Americans much higher premiums than younger people -- three to 
four times higher. 

1 While rnost universal coverage plans use pre-existing condition limitations as 'a necessary transition tool before universal coverage is reached. 
the Micllel bill never achieves universal coverage ·" it never even comes close. Thus. the exclusions in the Miehe! bill will never go away. 
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companies are in the drive;'s sear and small businesses gel discri111i11mi.:d ugainsr 
-- often charged more rhan large businesses for the same coverage. Under 
Cooper, insurance companies still make the rules-~ and small busine~ses still pay 
more. Today, premiums for small ~usinesses rise unchecked year after year. 
With no effective cost containment, the Cooper bill promise·s more of the same. 

_No Discounts to Help the Smallest Businesses Affor~ Coverage . 
• · Unlike the House proposal -- whic;h provides millions to help small businesses to provide 

coverage -- this plan offers no small business subsidies. 

No Guarantee of Affordable. Coverage 
• The Cooper bill lacks any cost contai~ent that would bring down skyrocketing health costs 

-- denying small businesses the assurance that they could purchase quality affordable 
coverage for their employees and their own families. A recent analysis concluded that, \Vi th 
incremental reform, "in the years ahead, 30 percent of small businesses currently providing 
insurance will drop the~r insuran~e covera~e- beca~e of the high-cosL "(·small Business and 
the Nat1onal Health Care Retonn Pebate. Health Atfairs, Sprmg I ?9~ 

No Guarantee of Small Business Bargaining Power and Better Rates: . 
• The Cooper proposal does not guarantee small businesses that they· will be able to join 

·voluntary purchasing groups~-· to give them the power to negotiate the same rates large 
businesses get today. They can continue to pay much more for the same coverage. [p. 130) 

• Small firms with older workers -- who may still be charged 4 times more than other workers -
- will still pay much more than other firms. 

ResponsiJ.>11~ Small Businesses Pay More to Cover Free Riders 
• Under Cooper's proposal, small businesses continue to pay a "hidden tax" as costs are shifted 

from bu:5inesses that don't provide to those that do. Untfl all firms tak~ responsibility, small 
firms that provide ·coverage for their workers will continue to pay ~xtra to pick up the costs 
for emplloy.ees at firms that don't provide. Small b~sinesses would also continue pay even 
more to cover the uncoml'(:nsated care costs that remain in the system when.millions of 
Americans have n0 insur~ce. ' · 

If One Worker Gets Sick, Small Businesss Still Denied Protection 
• Under the Michel bill, insurance companies will still be able to raise rates for an employer 

with more than.JOO employees, even if just one worker get sick. Finns in this category will 
continue to see high and unpredictable insurance costs. 

Cooper Limits Choice for Employees of Small Business . 
• In today's market, small emp~oyers often can't offer their employees any choice at all. Both of 
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. ~ccording to rhe bill's u1m aurhurs. ir i1mdd i.:oi·er only 8'.')% of the populution --j!i.\/ u · 
3% increa:se and only i million more Americans cvvered.-Heallh reform that he/f2l onfv 
· 3%-of1 h e_popul a tio n_ge1-co.i:eud_=-1d1 il e providing I es ue.cw:i ty.Jo_p.eaple_wj_t h 
_i11s.w:ance~is .. :.nar1e.al rejoJm. The·Cooper-Bilirakis bill wi.fl cover some ·of the poor bu/ 
force middle class people to choose between no ins·urance or higher premiums. In fact, 
. millions of workers will be droppedfroni their employer's insurance. and those who 
manage to stay insured 1n/lface. higher premiums rhan uiider a universal !>i~vsrem. 

More than 32 million people wiil go without insurance 

• This proposal might cover an additional 7 million more Americans -- only helping a. 
mere 3%i of the population The bi!! aims to go further. but it is ,·astly underfunded. [f 
only an additional .3 11'0 of the population gets covered, at least 32 million Americans -
- most in working families -- would remain withqut insurance. And the bill would 
leave every American at risk of losing thei~ insurance. 

The middle class will be left behind 

• As the CongressiCmal Budget Office pointed out with Cooper's.original proposal, the 
middle-elass -- not the poor -- are-the ones who are left behind. As CBO stated in its 
original analysis of the Cooper plan, "health instirance co.verage would probably be 
more limited for middle-income pe·ople than.the rich or poor." (CBO, 5/94) 

Millions now covered by the°ir job would be dropped from their insur~·nce 

• As costs continue to rise, more and more people will lose their coverage. According 
to one s~udy oft.he original Cooper proposal, the bill would cause over one million 
Americans a rn.onth to lose their insurance. -[Families USA, 6/94] 

Cost shifting continues 

• With a portion of the population remaining uninsured, per capita insurance costs for 
the insured population would be higher, ~ompared with universal coverage.· People 
with insurance will continue to pay for those without . 

If you lose your jo", you're out of luck. 

• The Cooper/Bilirakis bill claims to achieve portability. But the definition of 
portabilitY is extremely li.~ited. lf you lose your job, you can keep your instirance -- if 
you pay for it all yourself. That's like saying you can take the company car with you .. 
\Vhen you switch jobs -- as long as you'v~ got the money to buy it. 
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The Cooper-Gingrich Plan Leaves Ins·urance Compani~s In .Charge 
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rlwn another business, one family more than another family. Ami insurance cumpanies decide 
H--i1ich benefits are cov~red and whi~h are not. In other words. the insurance c-Ompanies are st if { 
in charge. 

Protects Insurance Company Loopholes and Fine Print 
The Cooper-Gingrich plan alt"o\vs insurance companies to exclude coverage for some diseases or treatmen 
In fact, unlike most bills, which at least describe a standard benefits package, tbe"cooper bill alJO\VS 

insuranc1; companies to offer any benefits packa~e they want. State laws guaranteeing benefits are wiped 
out. Millions of Americans will continue to face the nightmare of insurance claims coming back: "Sorry,' 

' not covered." 

Insurance Companies Could. Still Charge Whatenr They Want. and Still Raise Rates Year 
after Year 
• The Cooper-Gingrich bill ignores cost containment -- there is nothing to keep insurance 

· companies from continually ·raising rates .year after year. In addition, insurance companies 
can still charge some families and businesses more than others. · 

Insurance Companies Could Still Deny Coverage to Small Businesses and ·Individuals 
• Insurani:.:e companies can decide that they want to avoid the small business sector altogether 

and refuse to sell insurance to any small business or individual. That limits business choices, 
limits family choices, and frustrates competition. 

• ln addition, an insurer can cancel coverage for- small businesses and individuals by stopping 
coverage in one or both of those mar~ets. ·No indiv.idual or Small business would be secure 
in their coverage. 

Loopholes Protect Insurance Companies .Profits, Not Middle Class Families 
• The Coppe-Gingrich plan limits, but does not eliminate. the ability of insurance compari.ies 

to d_eny coverage for "pre-existing conditions" [to six· months}. While all agree that pre­
existing condition'. limitations are necessary for the transition to universal coverage, the 
Cooper-Gingrich bill will MUI achieve universal coverage, and exclusions will never ·go 
a\\-·ay. 

. ' . . 

No Protection For Small Business or Individual Insurance Rates . 
• A "vieious spiral" will'lead to very.high premiums in the community-rated m~ket and will encourage 

healthi1!r people to drop. coverage. Employers with young, healthy employees will likely stay out of the 
. conimu.nity-rated pool and self-insure.· In addition, other groups ·can come together to opt out of the 
community-rated pool, leaving even fewer people in the po_ol. 

. ·Workers Could Still Lose Their Insurance When They Lose Their Job 
• . Although the Cooper-Gingrich ·plan theoretically allows people to "take insurance with 

them" i.vhen they leave a job (portability), this provision only helps those.who can pay the 
full premium themselves. That is not realistic for inost peopie, sirice they can't afford the full 
cost of coverage, especially if they are without a job: _In fact, most workers have that 



protection now. either through· state insurance.laws or through COBRA coverage.· But as a 
rei:ent study b:; th:;:- Departti1ent of L1bor sho"·s. onl;: one in ti\·e c::m t::ike ::id\·::iniage of it --
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I nsuras C1>uld Still Charge Olda \\orka..; Far '.lore Than YiHingrr. \\ 11rk~r~ 
• Tl11..· C"1uper-Gingrich bill ~lilu\\:i i11.::ur:1m:..: c.l-'ll1fXl1.1i<:s to ch~1rs<: ")ickr '"'·'1·i-:<:r::; ci1i·~·~· ~'·' 1;·1u1· 

times more than younger workers. 

Americans \Vith Insurance' Would StiH Be at Risk of Losing It 
• The real bottomline.is that under the Cooper-.Gingrich bill. everyone·remains at risk of losing 

thi:! insurance they have now -- because under a ~on-universal system, no one is g!Jaranteed 
protection. 
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containment, families will have no guarantee that -- even if they're lucky enough ro 
have insurance today -- they will be able to afford thar same insurance tomorrow. 

Families Left Unprotected From Rising Costs 
• The leadership of both the Ho~se and Senate. took cost containment seriously -- and set up a 

competitive system with mechanisms to guarantee that costs Won't continue to skyrocket. The 
. Cooper proposal, however, does nothing to reverse the trend in rising costs -- g~v·ing middle 
class Americans no guarantee that affordable health care will always be within their reach. 

• A recent study warned: ";,,.fiddle income families that currently have insurance will pay more 
·under partial re/or'!' than under reform that includes _universal coverage." [Lewin-VHI. for 

Catholic He::ilth Association. i/18/94] 

• Cooper preserves the st_atus quo: the poor get health care, the rich buy insurance, and the middle­
class has.to go it alone. For example, under Cooper, a middle class family earning $35,000 
could face premiums of almost $6,800 per year. This same family would pay $944 under the 
House bill. 

Doesn't Protect Workers Who Lose Their Job 
• Und1!r the Cooper/Bilirakis bill, if you lose your job, you could also lose your insurance. They claim insilr 

is. "portable" becaus~ i_f you switch jobs or lose your job, ·you are technically allowed to talCe your insuranc 
with you. But without financial assistance -- especially for pe.ople between jobs -- that .is an empty·promis 
. Most workers have that prote~tion today but a r.ecent Labor Department study showed only one in every fi 
people can talce advantage of it -- the rest simply can't afford to. 

Loopholes Protect Insurance Companies Profits, Not Middle Class Famµies 
• The Cooper plan limits, but does not eliminate, the ability of insurance companies to deny 

coverage for "pre-existing conditions" [to six.months]. While all agree that pre-existing 
condition limitations are necessary for the transition to universal coverage, the Cooper 0bill will 

' . 
~:r achieve universal coverage, and exclusions' will never go aw~y. 

• Unlike t.l)e Houle, leadership bill, lifetime limits.on insurance are permitted. This loophole bails 
out the ·insurance companies~ but comes at the expense of families .. In part because of lifetime 
limits, thousands of families each year find that medical bills send them into bankrupt~y. These· 
families are not helped by Cooper/Bilirakis. 

. . 

Forces People.With Insurance To Continue To Pay For Those Without 
• Und1!r.Cooper everyone is at risk of losing their insurance -- and more thait a million per month 

will. As today, their unpaid bills- will be shifted onto those with ptjvate insurance. Universal 
coverage is the only way to stop people With insurance from paying for those without. 
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4 Family Premium Payments 

BACKGROUND DATA 

I. Premiums 
Cooper/B Gephardt 

Individual 
Couple 
Single Parent 
Family of 4 
Child 

$2,500 
$5,000 
$3,976 
$6,796 
$1,500 

... 
$2, 140 
$4,280. 
$4,170 
$5,670 

Cooper'vs. Gephardt 

Source: 1994 fi9ure's; Gephardt premium ·is C_BO estimate of Ways and Mean proposal 
Cooper premium estimates based on CBO, 4;94· 

II. Subsidy Schedules 

Cooper/Bilirakis Subsidies available .on a sliding scale to individuals with 

incomes below 200% of poverty and children· with 

incomes below 240% of poverty. 

Gephardt Sliding scale based on poverty level up to 240% of poverty. Pay 100 of 

premium below poverty level, sliding scale between 100 to 240% . 

. Ill. Poverty Levels 
· Cooper/B. Gephardt 

Individual $7, 179 
Couple $9,713 
Singlf? Parent $12,247 
Familyof4 $14,137 ·$16,000 

Source: 1994 data 

Note: A.little· off per Linda B b/c they wer.e estimated; consistent 

Welfare Stuff-- l~icard Severe 56150, 54688 

IV. Formulas (Dollar per percentage point] 

Gephardt .Cooper/B 
Individual 
Couple 
Single Parent 
Family of 4 40.50 67.96 



FaA-iily Premium Payments Cooper vs'. Gephardt 

GEPHARDT 

Famil.Y of 4 Pr·emium .Subsidy Subsidy Total Family 
Income (Cale) (Real) Payment Share 

' 

$12,500 $5,670 $6,556 $5,670 ' $0' $0 

$16,000 ~5.670 $5,670 $5,670 $0 $0 

$20,000 $5,670 $4,658 '$4,658 $1,013 $203 

$25,000 $5,670 I $3,392 $3,392 $2,278' $456 

$30,000 $5,670 $2, 126 $2, 126 $3;544 $709 

$35,000 $5,670 $861 $861 $4,809 ' $962 

$40,000 $5,670 ($405) $0 ·., $5,670 $1, 134 



A Family Premium Payments 

· Family of 4 Family. 
·income Premium 

$12,500 $6,796 

$16,000 $6,796 ' 

$20,000 $6;796 

' $25,000 $6;796 

. $30;000 $6,796 

$35,000 . $6,796 

.$40,000 $6,796 

Cooper vs. Gephardt 

COOPER/BILIRAKIS 

Couple · 2 Child 
Premium Premium 

$5,000 3,000 

$5,000 3,000 

$5,000 3,000 

$5,000 3,000 

$5,000 3,000 

$5,000 3,000 

$5~000 
I 3,000 

Family 
Subsidy. 

$6,796 

$5,900 

$3,978 

$1,574 

$0 

$0. ' 

$0 

Child 
Subsidy 

$3,000 

$2,718 

$2, 111 

$1 ,353 

. $596 

$0 

$0 

Note: Does not include.25% individual tax deduction for previously uninsured families. 

'Famity. 
Payment 

$0 

$896 

$2,818 

$5,222 

$6,200 

$6;796 

$6,796 

. '-
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TALKING POINTS - STANDARD BENEFITS PACKAGE 

··-I strongly believe that benefits should be specified in 
the le!gislation so that the American people will know what is 
covered. 

--1 support the Majority Leader's effort to design a 
benefits package that is a compromise between the benefits 
language in the Finance bill and the Labor Committee bill. 

-1lt specifies 16 general categories of benefits and 
guarantees that the benefit package designed by the Board will 
be as generous as the benefits Members of Congress get today. 

--The Mitchell substitute leaves many of the details of 
coverage to the National Health Benefits Board, yet retains 
important details of coverage in the legislation. 

·-For example, to encourage the use of cost effective 
primar)' care, no cost sharing is allowed for preventive services 
or prenatal care. To ensure that people with congenital 
disabilities are not overlooked, services such as· rehabilitation 
and extended care will be covered for individuals with 
congenital conditions. 

-·These details are extremely important to ensure that 
the Bo~trd defines a benefit package that emphasizes and 
encourages the use of preventive care and meets the particular 
needs c>f women, children, persons with disabilities and other 
vulnerable populations. 
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···If we· do not specify these important details in the 
legislation, there is a danger that the Board may define a 
benefits package designed to meet the needs of the "average" 
person, as many insurance companies do today. We must have a 
benefits package that encourages primary and preventive care, 
protects children, women, and persons with disabilities. 

<>NE SIZE FITS ALL 

··We have heard a lot of talk about a "one size fits all" 
benefit package. We've heard other Senators say things like "I 
don't 'Hant to buy coverage for mental health coverage because 
I don't need it." The problem is that we can't always predict 
what ~~inds of services we are going to need. 

-·· We are all susceptible to accidents and illness. The 
point <>f having insurance is to protect us, no matter what 
happens. Can you predict whether you or a member of your 
family will get cancer? NO. Can you predict whether you will be 
in a car accident and need major surgery and rehabilitation? NO. 

--Standardizing the benefits package guarantees that all 
Americans will have the coverage they need, when they need it. 
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r'· CHCllCE OF THREE PLANS IN THE MITCHELL BILL 

-·The Mitchell bill does not create a "one size fits all" 
benofit. In fact, under this bill, everyone would be guaranteed a 
choice of at least three plans, including at least one plan that 
lets you go to the doctor of your choice. 

-· The Mitchell bill guarantees all Americans choice of 
health plans and providers. 

-· A choice of three plans is MORE choice than most people 
have today. Here in the Senate, we tend to forget that not 
everyone has as many choices as we do. 

... In fact, Peat Marwick found that 85 % of firms 
that offer Insurance today only offer ONE plan -· let me 
repeat that • 85 % of firms today that offer Insurance 
only 1offer ONE plan. 

··The Mitchell plan would guarantee choice of at 
least 3 health plans for Ill Americans. Only 7 percent of 
employers offer 3 or more health plan choices to their 
employees today. 



MOST FIRMS OFFER ONLY 
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'" SUPl20RT FOR STANDARD BENEFIT PACKAGE 

-- What. I can't understand is why some of our colleagues 
oppoi;e a standard benefit package when almost all health plans 
befon9 the Senate include a standard benefit package and when 
it ha~; such broad support outside the beltway . 

... standardizing and simplifying the complexities of the 
benefit packages·. is something that has broad support among 
the cc>nsumer groups, insurance companies, AND health care 
proviclers across the country. 

--Consumers Union has repeatedly testified before House 
and Senate Committees in strong support of standardizing 
benefits. 

i· I'"'- -··The Alliance for Managed Competition, which includes 
AETNA, CIGNA, MetLife, Prudential, and Travelers insurance 
companies, as well as the Blue Cross Blue Shield Association, 
the Group Health Association of American and the Health 
Insurance Association of America, ALL AGREE THAT THE BEST 
APPROACH IS TO ESTABLISH A STANDARD BENEFIT PACKAGE. 

-- Why is it that so many of my colleagues ·across the aisle 
are so hesitant to guarantee the American people the same 
basic benefits they provide to us today? 
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ADVE~RSE SELECTION .. CHERRY PICKING 

··- A standard benefit package also helps combat the 
"cherry picking" problem that happens today when health plans 
try to vary the benefit design in ways that steer healthy people 
into cine plan and sicker people into another. 

-·- For example, plans with better drug coverage tend to 
attract older, sicker people while plans with better dental 
coverage tend to attract healthy, young families with children. 

-- By varying the benefits like this, health plans try to 
segmE~nt the market, making insurance unaffordable for those 
who need it most. (Go to Blue Cross/Blue Shield chart on 
actuarial value and premium differences) 

1"ALKING POINTS ON ADVERSE SELECTION CHART 

.... This chart compares the actuarial value and the premium 
cost o:f Blue Cross Standard and Blue Cross High option. 

-·· Both of these plans provide a comprehensive set of 
benefits. However, there are some differences between them. 

I 

-- For example, the high option provides somewhat better 
coverage for prescription drugs and mental health services. On 
the other hand, the standard option provides dental benefits, 
but the1 high option does not. 

-- Overall the actuarial value of the two options is nearly 
identical -- a difference of $71 per year, or about 3°/o. · 

-- However, the high option premiums are $1,540 more than 
the sta.ndard option premiums -- that's 70% higher. 
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-· The reason for the higher premiums is the benefit 
differiances. Plans with better drug coverage tend to attract 
older,. sicker people while plans with dental coverage tend to 
attract families with children. 

··- Varying the benefits even slightly, as in this case, 
allow~; plans to steer young healthy people into one plan and 
older people into another, making insurance unaffordable for 
those who need it most. 

-·- This is why we need to develop a single standard 
package -- to prevent this kind of steering and cherrypicking 
by plans, and ensure affordable comprehensive coverage for all 
Americans • healthy and sick, young and old . 
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j~MENDMENT TO STRIKE BENEFITS 

ARGUMENT: Strike the benefits package from the legislation. 
Argument against cost and that it is not a appropriate for 
Cong1ress to dictate a single •one-size fits all" benefits 
pack~Lge to individuals and employers. 

REBUTTAL: 

This amendment strikes the core of this bill. Universal 
coverage is an empty promise if the benefit package is not 
adequate. Every hard-working American family deserves health 
care coverage that meets their needs and 39 million people 
don't get that in this country today. 

VVithout a defined benefit package, there are no guarantees 
about what insurance will cover and what will be left to 
individuals and families. 

!People need to know what is in the benefits package being 
considered by Congress, so they can evaluate the impact of 
health reform on their families and know what we are voting on. 

Ov 
An insurance card does not help a wom'n who does not get 

the rnammogram she needs to detect her breast cancer early 
enou,ih to save her life because preventive services are not 
cover1;1d. An insurance card does not help you if you need high­
cost, life-saving drugs, and pharmaceuticals are not included in 
the benefit package. 

If benefits are not adequate, people won't have real acce·ss 
to health care. Many families will delay getting care or be 
forced to go without care. That's exactly what we are trying to 
prevent with health care reform. 
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The standard benefits package in the Mitchell bill is equal 
to the most popular plan in the Federal Employees Health 
Bene·fit Program. This standard plan assures all Americans that 
they will get coverage as good as Members of Congress and the 
President get. 

The Mitchell bill provides essential information about 
bene'fits coverage. It specifes that preventive services--the 
most cost-effective part of our health care system -- are 
covered without copayments. The specific coverage of 
preveintive services will be based on recommendations by the 
American Academy of Pediatrics, the American College of 
Obstutricians and Gynecologists, and other preventive services 
experts. 

The standard benefits package in the Mitchell bill assures 
famili1es that immunizations will be covered without copays and 
guara.ntees people with disabilities that comprehensive 
outpatient rehabilitation therapy is covered. The Mitchell bill 
specifies that these therapies are available for people with 
conge1nital conditions as well as people who become disabled 
due to an illness or injury. The American people deserve to 

I 

know that. 

1rhe standard benefits package specifies that outpatient 
rehabilitation is covered for people who are still improving 
their 11unction, for people that need therapy to prevent future 
detericJration and for people that need therapy to maintain their 
current level of functioning. These are not minute details -­
they ~lre essential to all current and future members of the 
disability community. 
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Without a standard benefit package, anyone who lives with . 
a diisability, a mental illness, or a substance abuse problem will 
not lbe assured that any benefit package designed by the 
insurance industry will meet their needs. 

Most insurance companies do not design benefit packages 
for people who need care -- they design benefit packages to 
make:! a profit. We see today what some insurance companies do 
when given the flexibility to design a benefit package, they 
include fine print to exclude the sick and do not cover the 
specialized care that millions of Americans need. Is that the 
kind of systematic profiteering that we are condoning in the 
UnitEtd States Senate when we say "let the marketplace work"? 

The standard benefit package in the Mitchell bilJ is a 
package that the American people can depend on. Americans 
want to know what their insurance going to cover - they do not 
want to deal with insurance company fine print to figure out 
what is covered and what is not. 

I urge the Senate to reject this amendment to strike the 
standard benefits package. Voting for this amendment means a 
vote against guaranteeing affordable health coverage for all 

\ 

Americans to meet their health care needs, whether they are 
youn1g or old, healthy or sick. 
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TALIUNG POINTS AGAINST NICKLES SECOND DEGREE AMENDMENT TO DODD 

--Senator Nickles claims his amendment guarantees choice for 
the American people. In fact, his amendment does not guarantee 
choice for the American people, but for insurance companies. 

--This amendment would allow insurance companies to 
continue their current policies indefinitely -- including such 
abuEies as imposing pre-existing condition exclusions, charging 
sky-·high rates for people who become sick. 

--That is a choice that we should not allow· insurance 
companies to have. One of the major goals of reform is to end 
the harmful, discriminatory practices that deny coverage for 
people who need it most. 

--Virtually every bill under consideration before the Senate 
today requires insurance companies to make significant 
imp1:ovements in their existing policies to better protect the 
Ame1:ican people. 

--In addition a number of the bills include a standardized 
benE~fit package, including a bill offered by Senator Chafee, 
which was cosponsored by more than a dozen other Republican 
Senators including Senator Dole, as well as bills offered by 
Senator Kassebaum and Senator Durenberger. 

--In fact, Senators Kassebaum and Chafee spoke in favor of a 
standardized benefit package earlier today. 

--A similar amendment was soundly defeated by a large, 
bipartisan majority in the Labor Committee bill 


