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Subtitle B—Benefits

SEC. 1101. QUALIFIED HEALTH COVERAGE.
In this Act, the term qualmed health toverage™ means health .
coverage that— : :
(1) provides—
2(A) at least standard coverage consistent with section
1102, or
(B) at least hxgh deductible. coverage consistent with
section 1103; and
(2) meets other requxrements of subtitle A applicable to'the
_ coverage and the c¢arrier or group health plan providing. the

coverage. )
STANDARD COVERAGE. |
(a) GENERAL.—Health insurance coverage is considered to

. provide standard coverage consistent with this-subsection if— .

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

(2) the actuarial value of the beneﬁts meets the reqmre
ments of subsection (¢),

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

(4) the benefits do not vxolate the anti-discrimination rules

escribed in section 1105.

@Uﬂmb CATEGORIES OF COVERED BENEFITS. — °

scrib

y

IN GENERAL.-The categories of covered benefits de- -
in this paragraph are the r:?es of benefits specified in

subparagraphs (A), (B), (C), (D), and (F) of paragraph (1), and
. subparagraphs (E) and (F) of paragraph (2}, of section 8904(a) .
. Wti tle 5, United States Code (relating to.types of benefits re-

quired to be in health insurance offered to Federal employees).
(2) COVERAGE OF TREATMENTS IN APPROVED RESEARCH b

TRIALS. — .-

: (A) IN GENERAL.~—Coverage of the routme medical
costs (as defined in subparagraph (B)) associated with the
delivery of treatments shall be considered to be medically

- appropriate only if the treatment is part of an approved re-
search trial (as defined in subparagraph (C)).
" (B) ROUTINE MEDICAL COSTS DEFINED. —In - subpara-
graph (A), the term “routine medical costs” means the cost
of health services required to provide tréatment according
to the design of the trial, except those costs normally paid
for by other funding sources (as defined by the Secretary).
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 TRIAL DEFINED.—In subpara-
graaplm (A), the term “approved research 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 w1th the best avail-
able alternative treatment, and

(ii) approved by the 'Secretary. :

A trial is déemed to be approved under clause iii) Lf it is

. approved by the National Instirutes of Heaith, the Food
and Drug Administration ithrough an investigational new
drug exemption), the Department of Veterans Affairs, or
by a qualified nongovernmental research entity (as identi-
fied in guidelines issued-by one or more of the National In-
stitutes of Health).
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Funding of heaith plan 2
Review 35

1. Exclusion of benefits

Under this chapter only “government-wide”
plans are required to include benefits for ex-
penses incurred for health services of cata-
strophic nature. namely, “service 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-
ernmentwide plan is involved. 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
services 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 §§ 89018913,
for payment of compensation to federal employ-
ee for unwanted coverage in health insurance
premiums voluntarily paid. Rosano v. U.S,
1985, 9 CI.Ct. 137, affirmed 800 F.2d 1126, cer-
tiorari denied 107 S.Ct. 1350, 480 U.S. 907, %4
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
incurring administrative expenses in administra-

GOVERNMENT ORGANIZATION

tion of any health plan including such coverage.
American Federation of Government Emp.,
AFL-CIO v. Devine. D.C.D.C.1981, 525 F.Supp.
250,

3. Determination of necessary benefits

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

4. Approval of plans

Office of Personnel Management, charged
with approval of health benefit plans for federal
employees, must act in manner consistent with
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.

3. Review .

In view 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 with 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.A.11
(Ga.) 1985, 758 F.2d 1572. :

§ 8903a. Additional health benefits plans

(a) In addition to any plan under section 8303 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)(B) 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.
(¢) 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.

GOVERNMENT ORGANIZATION 5 § 8904

(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, § 1(b)X1), 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- Restored disability annuitants, enrollment in
vice retirement annuities, reimbursement of en-  heaith benefits plan described in this section,
rollees under plan described in this section, see  gee section 8908(c) of this title.
section 1395s(d)(1) of Title 42, The Public Health
and Welfare.

§ 8904.] Types of benefits

\ (a) IThe benefits to be provided under plans described by section 8903 of this title may

e ol the following types:
(1) Service benefit plan.—
(A) Hospital benefits.
((B) Surgical benefits.
(1C) In-hospital medical benefits.
Ambulatory patient benefits.
(E) Supplemental benefits.
@ Obstetrical benefits.
(2) Indemnity benefit plan.—
(A) Hospital care.
(B) Surgical care and treatment.
(C) Medical care and treatment.
(D) Obstetrical benefits.
Prescribed drugs, medicines, and prosthetic devices.
Other medical supplies and services.
(3) Employee 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)(1XA) A plan, other than a prepayment plan described in section 8903(4) of this
titTe, 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. 1395¢ 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
hospital charges established for Medicare purposes under section 1886 of the Social
Security Act (42 U.S.C. 1395ww). Hospital 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
services 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

63
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on a repeated basis and the Secretary may invoke appropr iate sanctio 1

! - A Aj ns in accordance
with section 1866(b)(2) of the Social Security Act (42 U.S.C. 1395¢ce(b) 2)) and al)p]i(?al)]e
regu]ations. o b

(B)i) A plan, other than a prepayment plan described in secti .
_provide benefits. in the case of any retired enp;olled individual Wheoc ti)sO;gseggg (:x)-'o;:lg :::l
is not entitled to Medicare supplementary medical insurance benefits under part B of
title XVIII of the Social Security Act (42 U.S.C. 1395j et seq.), to pay a char, epim osed
for_ph_vsicians’ services (as defined in section 1848(j) of such Act, 42 U.S.C %395\5—40))
wh;tchtar(:hcovered forh purposes of benefit payments under this chapter. and under such
part, to the extent that such charge exceeds th i
1848(a) of such Act (42 U.S.C. 1395%&'—4(3)). the fee schedule amount under section

(ii) Physicians and suppliers who have in force participation i
Secretary of Health and Human Services consistent gn't_h ssction 138;2‘11321)7(1:)!“;' ::3111 1L\hci
(:12 U.S.C. 1395u(h)(1)), whereby the participating provider accepts Medicare benefits
(mcludmg allowable deductible and coinsurance amounts) as full payment for covered
items and services shall accept equivalent benefit and enrollee cost-sharing under this
chapter as full payment for services described in clause (i). Physicians.ana suppliers
who are nonparticipating physicians and suppliers for purposes of part B of title XVIII
of such Act shall not impose charges that exceed the limiting chai'ge under section
1_848(g)_0f such Act (42 U.S.C. 1395w—4(g)) with respect to services deséribed in clause
(i) provided to enrollees described in such clause. The Office of 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
Perst_mnel Management shall notify the Secretary of Health and Huma:n Services if a
phy_sxman or supplier is found to knowingly 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)(1) of such Act (42 US.C
1320a~7a(a), 1395w—4(g)(1)) and applicable regulations. T

©) I_f the Secretary of Health and Human Services determines that a violation of this
S}Jbsecnon warrants excluding a provider from participation for a specified period under
title XVIII of the Social Security Act, the Office shall enforce a corresponding exclusion
of such provider for purposes of this chapter. S

(2) Notwithstanding any other provision of law, the Secretary of H

) d s ealth and H
Services and t}_1e Director of the Office of Personnel Management, and their :gnents u:;x:}
exchange any information necessary to implement this subsection. ™ . '

(3)(A) Not later than December 1, 1991, and periodicall :
; . , . y thereafter, the Secre f
Health and Human Services (in consultation with the Director of the Office of Pertsaorr{n(;l
ﬁzager;&rg) t-shhal}wsud;zply to carriers of plans described in paragraphs (1) through (3) of
on e Medicare program information necess for th i
o (1), ary em to comply with

(B For purposes of this paragraph, the term “Medicare i ion"
mclgdes (i) the limitations on hospital charges established for Megxr:i? ;‘mol?{gzri?\gl;r
section 1886 of the Social Security Act (42 U.S.C. 1395ww) and the identity of hospitals
Whlc'h 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 (i) the fee schedule amounts and limiting charges fo'r 'p}.\vsicia.ns’
services gstaplished under section 1848 of such Act (42 U.S.C. 1395w—4) and the identit
of participating physicians and suppliers who have in force agreements with suc}}:
Secretary under section 1842(h) of such Act (42 U.S.C. 1395u(h)).’

.,. (43 T):E Riregtor of the O'fflce of Personnel Management shall enter into an arrange-
ment with the Secretary of Heaith and Human Services, to be effective before the firs
day of the fifth month that begins before each contract year, under which— '

(A) physicians and suppliers (whether or not icipati i
_ ¢ participating) under the M
program will be notified of the requirements of paragraph (gl)(B); ¢ Medicare
(B) enforcement procedures will be in place to
) [ carry out such
(including enforcement of protections against overcharging of beneﬁciaﬂzrsz;'gr?xﬁg
o H

1
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(C) Medicare program information described in paragraph (3)(B)(ii) will be
supplied to carriers under paragraph (3)(A).

(As amended Pub.L. 101-508, Title VII, § 7002(f)(1). Nov.
102-378, § 2(76), Oct. 2, 1992, 106 Stat. 1355; Pub.L. 103-66,

Stat. 409.)

5, 1990, 104 Stat. 1383-330; Pub.L.
Title XI. § 11003(a), Aug. 10. 1993. 107

HISTORICAL AND STATUTORY NOTES

References in Text

The Social Security Act. referred to in subsec.
(b). is Act Aug. 14, 1935, c. 531, 49 Stat. 620, as
amended. Title XVIII of the Social Security
et is classified to subchapter XVIII (section
1395 et seq.) of chapter 7 of Title 42, The Public
Health and Welfare. Parts A and B of Title
XVIII of such Act are classified generally to
part A (section 1395c¢ et seq.) and part B (section
1395j et seq.) of subchapter XVIII of chapter 7
of Title 42. Sections 1128A, 1842, and 1848 of
such Act are classified to sections 1320a-7a,
1395u, and 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)(1). Pub.L. 103-66, § 11003(a)(1).
designated existing text as subpar. (A) and add-
ed subpars. (B) and (C).

Subsec. (b)3)(B). Pub.L. 10366,
§ 11003(a)(2)(A), designated portion of existing
text as cl. (i).

Pub.L. 103-66, § 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. 102-378, § 2(76), substi-
tuted “this subsection” for “this section”.
Subsec. (a)X3). Pub.L. 102-378. § 2(76), sub-
stituted “this subsection” for “this section”.
Subsec. (a}4). Pub.L. 102-378, § 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: “The amendments made by subsection (a)
(amending this section] shall apply with respect
to contract years beginning on or after January
1, 1995."

Effective Date of 1992 Amendments

Amendment by Pub.L. 102-378 effective Oct.
2, 1992, see section %(a) of Pub.L. 102-378, set
out as a note under section 6303 of this title.

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

tion of counting as savings the transfer of gov-

ernment actions from one year to another im-

posed under section 202 of the Balanced Budget

and Emergency Deficit Control Reaffirmation

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 Addic-
tion Benefits; Congressional Findings
Sense of Congress
Pub.L. 99-251. Title I, § 107, Feb. 27, 1986,

100 Stat. 16, provided that:

“(a) Findings.—The Congress finds that—

“(1) the treatment of mental illness, alco-
holism, and drug addition are basic health
care services which are needed by approx-
mately 40,000,000 Americans each year;

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

“(3) timely and appropriate treatment of
mental iliness, aleoholism, and drug addiction
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 States and
is widely but unnecessarily feared and misun-
derstood.

“(b) Sense of the Congress.—It is the sense
of the Congress—

“(1) 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. aleo-
holism, and drug addiction (including benefits
relating to coverage for inpatient and outpa-
tient treatment and catastrophic protection
benefits).”

Legislative History

For legislative history and purpose of Pub.L.
101-508, see 1990 U.S. Code Cong. and Adm.
News, p. 2017. See. also, Pub.L. 10366, 1993
U.S. Code Cong. and Adm. News, p. 378.

CROSS REFERENCES

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

§ 8905. Election of coverage

(a) An employee may
8903 of this title either as an individual

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

enroll in an approved health benefits plan described by section
or for self and family.
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PUBLIC LAW 93-222-DEC. 29, 1973

87 STAT. ]

and other health professionals of the process followed in the pro-
vision of health services; ‘ . .

i“(9) provide medical social services for its members and
encourage and actively provide for its members health education
services, education in the appropriate use of health services, and
education in the contribution each member can make to the main-
tenance of lils own health; o

“(10) provide, or make arrangements for, continuing educa-
tion for its health professional staff; and

“(11) provide, in accordance with regulations of the Secretary
(including safeguards concerning the confidentiality of the doctor-
patient relationship), an effective procedure for developing, com-
piling. eviluating, and reporting to the Secretary, statistics and
other information (which the Secrctary shall publish and dis-
seminate on an annual basis and which the health maintenance
organization shall disclose, in a manner acceptable to the Secre-
tarv. to its members and the general public) relating to (A) the
cost of its operations, (B) the patterns of utilization of its serv-
ices, (C) the availability, accessibility, and acceptability of its
services. (D) to the extent practical, developments in the health
status of its members, and (E) such other matters as the Secretary
may require.
“DEFINITIONS

m For purposes of this title:
(1 1e term ‘basie health services’ means—

“(A) physician services (including consultant and referral
services by a physician}; .

“(B) inpatient and outpatient hospital services;

=(C) medically necessary emergency health services:

“(D) short-term (not to exceed twenty visits), outpatient
evaluative and crisis intervention mental health services;

“(E) medical 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
radiologic services;

*((3) home health services: and

“(H) preventive health services (including voluntary family
planning services, infertility services, preventive dental care for
children, and children’s eye examinations conducted to determine
the need for vision correction).

If a service of a physician described in the preceding sentence may
also be provided under applicable State law by a dentist, optometrist,
or poadiatrist, a health maintenance organization may provide such
service through a dentist, optometrist, or podiatrist (as the case may
be) licensed to provide such service. 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. A health maintenance organization is
anthorized. in connection with the prescription of drugs. to maintain,
review, and evalnate (in accordance with regulations of the Secretary)
a drug use profile of its members receiving such service, evaluate pat-
terns of drug utilization to assure optimum drug therapy, and provide
for instruction of its members and of health professionals in the use of
preseription and non-prescription drugs.
“(2) The term ‘supplemental health services’” means—
“(A) services of facilities for intermediate and long-term care;

917
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“(B) vision care not included as a basic health service under
paragraph (1) (A) or (1)(H);

“(C) dental services not included as a basic health service
under paragraph (1)(A) or (1)(H);

“(D) mental health services not included as a basic health serv-
ice under paragraph (1) (D); i

“(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 preceding
subparagraphs of this paragraph.

If a service of a physician described in the preceding sentence may
also be provided under applicable State law by a dentist, optometrist,
or podiatrist, a health maintenance organization may provide such
service through an optometrist, dentist, or podiatrist (as the case
may be) licensed to provide such service. A health maintenance orga-
nization is authorized, in connection with the prescription or provision
of prescription drugs, to maintain, review, and evaluate (in acecordance
with regulations of the Secretary) a drug use profile of its members
receiving such services, evaluate patterns of drug utilization to assure
optimum drug therapy, and provide for instruction of its members
and of health professionals in the nse of prescription and non-prescrip-
tion drugs,

“(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 arrange-
ment has been entered into, with the organization under which 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—

“(A) which is composed of health professionals licensed to
practice medicine or osteopathy and of such other licensed health
professionals (including dentists, optometrists. and podiatrists)
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 prac-
tice medicine or osteopathy : and

“(C) the members of which (i) as their principal professional
activity and as a group responsibility engagwre in the coordinated
practice of their profession for a health maintenance organization:
(i1) pool their income from practice as members of the group and
distribute it among themselves according to a prearranged salary
or drawing account or other plan: (iii) share medical and other
records and substantial portions of major equipment and of pro-
fessional, technical, and administrative staft: (iv) utilize 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:
and (v) arrange for and encourage continuing education in the
field of clinical medicine and related areas for the members of the
aroup.

“(AY The term ‘individual practice association’ means a partnership,
corporation, association, or other legal entity which has entered into
a services arrangement (or arrangements) with persons who are
licensed to practice medicine, osteopathy, dentistry, podiatry, optome-
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try, or other health profession 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 (1) that such persons shall utilize
such additional professional personnel, alhed.healt_h professgons
personnel, and other health personnel (as speqlﬁed n regulatlc_)ns
of the Secretary) as are available and appropriate for the effective
and efficient defivery of the services of the persons who are parties
to the arrangement, (i1) for the sharing by such persons of med-
ical and other records, equipment, and professional, technical,
and administrative staff, and (ii1) for the arrangement and
encouragement of the continuing education of such persons in the
field of clinical medicine and related areas.

“(6) The term ‘section 314(n) State health planning agency’ means
the agency of a State which admlmste_srs or supervises the administra-
tion of a State’s health planning functions under a State plan approved
under section 314(a) (hereinafter in this title refeyred to as a ‘sect_ion
514(a) plan’) ; and the term ‘section 314(b) areawide health planning
agency’ means a public or nonprofit private agency or organization
which has developed a comprehensive regional, metropolitan, or other
local area plan or plans referred to in section 314 (b) (hereinafter in
this title referred to as a ‘section 314(b) plan’),

“(7) The term ‘medically underserved population’ means the popu-
lation 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 con-
sideration of the comments (if any) of (A) each section 314 (a) State
health planning agency whose section 314(a) plan covers (in whole
or in part) such urban or rural area or the area in which such popu-
lation group resides, and (B) each section 314(b) areawide health
planning agency whose section 314(b) plan covers (in whole or in
part) such urban or rural area or the area in which such population
group resides.

*(8) The term ‘community rating system’ means a system of fixing
rates of pavments for health services. Under such a system rates of
payments may be determined on a per-person or per-family basis and
may vary with the number of persons in a family, but except as other-
wise authorized in the next sentence, such rates must be equivalent for
all individuals and forall families of similar composition. The follow-
ing ditferentials in rates of payments may be established under such
svstem:

“(A) Nominal differentials in such rates may be established to
reflect the different administrative costs of collecting payments
from the following categories of members:

“(i) Individual members (including their families).

“(i1) Small groups of members (as determined under regu-
lations of the Secretary).

#(111) Large groups of members (as determined under regu-
lations of the Secretary).

“(B) Differentials in such rates may be established for mem-
bers enrolled in a health maintenance organization pursuant to a
contreet with n governmental authority under section 1079 or
1086 of title 10, United States Code. or under any otlier govern-
mental program (other than the health benefits program author-
1zl by chapter 89 of title 5, United States Code) or any health
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benefits program tor employees of States, political subdivisions
of States, and other public entities.

*(9) The term ‘non-metropolitan area’ means an areca no part of
which is within an area designated as a standard metropolitan statisti-
cal arca by the Office of Management and Budget and which does not
contain a city whose population exceeds fifty thousand individuals.

“GRANTS AND CONTRACTS FOR FEASIBILITY SURVEYS

“Skc. 1303. (a) The Secretary may make grants to and enter into
contracts with public or nonprofit private entities for projects for
surveys or other activities to determine the feasibility of developing
and operating or expanding the operation of health maintenance
organizations.

“(b) An application for a grant or contract under this section
shall contain—

“(1) assurances satisfactory to the Secretary that, in conduct-
ing surveys or other activities with assistance under a grant or
contract under this section, the applicant will (A) cooperate with
the section 314(b) areawide health planning agency (if any)
whose section 314(b) plan covers (in whole or in part) the area
tor which the survey or other activity will be conducted, and
(B) notify the medical socicty serving such area of such surveys
or other activities; and

“(2) such other information as the Secretary may by regula-
tion preseribe.

“(¢) In considering applications for grants and contracts under
this section, the Seceretary shall give priority to an application which
contains or is supported by assurances satisfactory to the Secretary
that at the time the health maintenance organizatien for which such
application or proposal is submitred first beeomes operational not less
than 30 per centum of its members will be members of a medically
underserved population.

“(d) (1) Except as provided in pavagraph (2), the following limi-
tations apply with respect to grants and contracts made under this
section:

“(A) If a project has been assisted with a grant or contract
under subsection (a). the Secretary may not make any other grant
or enter into any other contract under this section for such project.

“(13) Any project for which a grant is made or contract entered
into must be completed within twelve months from the date the
grant is made or contract entered into.

#(2) The Secretary may make not more than one additional grant
or enter into not more than one additional contract for a project for
which a grant has previously been made or a contract previously
entered into, and he may permit additional time (up to twelve months)
for completion of the project if he determines that the additional
grant or contract. (as the case may be), or additional time, or both, is
needed to adequately complete the project.

“(e} The amount to be paid by the United States under a grant
made. or contract entered mto, under subsection (a) shall be deter-
mined by the Secretary, except that (1) the amount to be paid by the
Cnited States under any single grant or contract for any project may
not exceed $50,000, and (2) the aggaregate of the amounts to be paid
by the United States for any project under such subsection under
grants or contracts, or both, may aot exceed the greater of (A) 90
per centum of the cost of such project (as determined under regula-
tions of the Secretary), or (B) in the case of a project for a health
maintenanee organization which will serve a medically underserved
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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.”

H Study on Health Maintenance Orga-
: nization Program
Pub.L. 99-660, Title VIII, § 813, Nov.

' : : “(5) examine the effect of minimum
i 14, 1986, 100 Stat. 3801, provided that: benefit requirements, underwriting re-

£ “(a) The Secretary of Health and Hu- strictions, restrictions on cost sharing,
i man Services shall provide for the con- and the requirement that services be
Y duct of a study to assess the operation provided without limitation as to time
% and impact of the provisions of title XIII or cost on the competitiveness of
: of the Public Health Service Act [this health maintenance organizations
: subchapter]. The study shall— qualified under such title.

“(1) assess the attitudes of employ- “(b) Within 18 months after the date

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

g ER

WESTLAW ELECTRONIC RESEARCH

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

ers and employees toward prepaid

"
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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 US.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

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.]

NOTES OF DECISIONS

Negligence 2
Rules and regulations 1

1. 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

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 theo, that plaintiffs
had been fraudulently le 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.

CROSS REFERENCES

Annual report requirement, see 42-USCA § 300e-14.

Application contents requirements far 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, sce 42 USCA § 1395mm.

Determination of deficiency, continued regulation of health maintenance orga-
nizations, see 42 USCA § 300e-11.

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 aorganization
as defined in this section, see 42 USCA § 1301.

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.
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For purposes of this subchapter:
(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} medical ireaimeni and referral 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. §5 300 to 300aaa—13—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
which tha Aaroanizatian neciimoeoc tha rocnancihilite: far tha meavician
YY ARAN AL LILAOC Ulsullll—-ullvll CUIOULLLIV D L1 l\.oyullblullll] LU L1lG PlUVlalUl‘
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 thcir profession
and as a group responsibility have substantial resp-onsibility 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 oranization' 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::n 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

(D ¢t~ tha ovtant f

\u, LW LIfw AL LLL
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) each health systems agency
designated for a health service area which covers (in whole or in
part) such urban or rural area or the area in which such population
group resides.

(8)(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 (D),
such rates must be equivalent for all individuals and for all families
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)(I) 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 io ithe members of each class 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-
162
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viding services to them as members of the classes established
under subclause (1), or

(i1) 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 -alculating the
rates of payment.

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

(1) 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).

(i) 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.

(itf) 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)(1), (2), 90 Stat. 1946-1948, 1955;
Nov. 1, 1978, Pub.L. 95-559, § 11(e), 92 Stat. 2139; Aug. 13, 1981, Pub.L.
97-35, Title IX, § 942(f)-(j), 95 Stat. 574, 575; Jan. 4, 1983, Pub.L. 97414,
§ 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.)

! 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. Secnate 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—8210!
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) of Pub.L. 97-414 to
correct an error in the directory lan-
guage of Pub.L. 97-35. No change in the
text of this section was involved.

Amendments
1988 Amendment. Par. (8)(C), Third
Sent. Pub.L. 100-517, § 6(b)(1), desig-

nated existing provisions as cl. (i); re-
designated former cl. (i) as subcl. (I) of
cl. (i) and former cls. (ii) and (iii) as
subcls. (II) and (I11) of cl. (i); substitut-
ed in redesignated subcl. (1I), “subclause
(I)” for “clause (i)" and subcl. (111), “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-
cluding 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. (1). Pub.L.
97-35. § 942(f), struck out provisions au-
thorizing health maintenance organiza-
tions to maintain, etc., drug use profiles
of members.
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Par. (2). Pub.L. 97-35, § 942(g), sub-
stituted provisions defining term to in-
clude services not included under par.
(1), for provisions defining term with
respect o 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)(B). Pub.L. 97-35, § 942(i),
struck out “(i)” following “feasible”, and
cl. (ii), which related to continuing edu-
cation.

Par. (8). Pub.L. 97-35, § 942(j), reor-
ganized and restructured provisions and,
among many changes, provided for de-
terminations based upon subpars. (B)
and (C), and set out determinations re-
specting differentials contained in for-
mer subpars. (B) and (C) as subpar. (D).

1978 Amendment. Par. (1). Pub.L.
95-559 added provisions that such term
does not include a health service which
the Secretary, upon application of a
health maintenance organization, deter-
mines is unusual and infrequently pro-
vided and not necessary for the protec-
tion of individual health and that the
Sccretary publish in the Federal Register
each determination made by him under
the preceding sentence.

1976 Amendment. Par. (1). Pub.L.
94460, § 104(a), substituted reference
to immunization, well-child care from
birth, periodic health evaluations for
adults, and children’s ear examinations
conducted to determine need for hearing
correction for reference to preventive
dental care for children in (H) and, in
the provisions following subpar. (H),
added reference to “other health care
personnel”.

Par. (2). Pub.L. 94-460, § 104(b),
substituted “basic health service” for “ba- -
sic health service under paragraph (1)(A)
or (1)(H)" in subpars. (B) and (C), added
subpar. (G), and inserted reference to
“ather health care personnel” in the pro-
visions following subpar. (G).

Par. (4)(C). Pub.L. 94-460,
§§ 102(b)(1), 106, substituted “as their
principal professional activity engage in
the coordinated practice of their profes-
sion and as a group responsibility have
substantial responsibility for the delivery
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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
added cl. (v).

Par. (5)(B). Pub.L. 94-460,
§ 102(b)(2), struck out former cl. (i)
which covered the utilization of addi-
tional professional personnel, allied
health professions personnel, and other
personnel as are available and appropri-
ate for the cffective and efficient deliv-
ery of the services of the persons who
are parties to the arrangement, and re-
designated former cls. (ii) and (iii) as (i)
and (i), respectively.

Par. (6). Pub.L. 94-460, § 117(b)(1),
substituted provisions defining “health
systems agency” for provisions defining
“section 314 (a) State health planning
agency” and “section 314(b) areawide
health planning agency”.

Par. (7). Pub.L. 94-460, § 117(b)(2),
substituted “State he: «h planning and
development agency waich” for “section
314(a) State hcalth planning agency
whose section 314(a) plan” and "health
systems agency designated for a health
service area which” for “section 314(b)
areawide health planning agency whose
section 314(b) plan”.

Par. (8). Pub.L.94-360, § 105(b), (c),
substituted “to reflect differences in mar-
keting costs and the different adminis-
trative costs” for “to reflect the different
administrative costs” in subpar. (A) pre-
ceding cl. (i), added subpar. (B), and
redesignated former subpar. (B) as (C).

Effective and Termination Dates

1986 Act. Section 812(b)(1) of Pub.L.
99-660, which provided that amendment
by subsection (a), amending this section,
was to take effect on Oct. 1, 1985, and
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 Stat. 2579.

Section 815 of 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-1, 300e—4a,
and 300e-5 of this title] shall take effect
on October 1, 1985,

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

1976 Act. Amendment by Pub.L.
94460 effective Oct. 8, 1976, except that
amendment of pars. (1) and (2) of this
section by section 104 of Pub.L. 94460
and the amendment of pars. (4)(C) and
(5)(B) 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 health
benefit plans offered under section
300e-9 of this title after Sept. 30, 1976;

and shall take effect for purposes of sec-

tion 300e-11 of this title on Oct. 1, 1976,
sce § 118 of Pub.L. 94460, set out as a
note under section 300e of this title.

Basic Health Service Status of Certain
Organ Transplant Services After
April 1, 1988
Section 812(b)(2) of Pub.L. 99-660,

which had provided that after Apr. 1,

1988, for purposes of this subchapter, no

health service directly assaciated with an

organ transplant shall be considered to
be a basic health service if such service

would otherwise have been added as a

basic health service between Apr. 15,

1985, and Apr. 1, 1988, was repealed by

Pub.L. 100-517, scction 6(a), Oct. 24,

1988, 102 Siat. 2579.
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Construction

Scction 816 of Pub.L. 99-660 provided
that: “The provisions of 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-Metropolitan 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 1o

Congress the areas and population

groups designated under par. (7) of this

section, the comments of 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 Deficlency Syndrome.

Pub.L. 100-607, Title 11, § 251, Nov. 4,
1988, 102 Stat. 3108, as amended by
Pub.L. 100-690, Title 11, § 2602(b), Nov.
18, 1988, 102 Stat. 4234, provided that:

“(a) In general.—The 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—

(1) the level of knowledge within
minority communities concerning ac-
quired immune deficiency syndrome,
the risks of the transmission of the
etiologic agent for such svndrome, and
the means of reducing such risk; and

“(2) the effectiveness of Federal,
State, and local prevention programs
with respect to acquired immune defi-
ciency syndrome in minority commu-

“(b) Report.—The Secretary shall, not
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-
gress a report describing the findings
made as a result of the study.”
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Repealed

CROSS REFERENCES

Adjusted community rate defined for purposcs of this section, see 42 USCA

§ 1395mm.

Rural health clinic as including facility that is designated 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.

Legis.J. 115 (1990).

Edward B. Hirshfield, 14 Seton Hall

WESTLAW 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. 99-350, Title VIII,
§ 803(a), Nov. 14, 1986, 100 Stat. 3,99

HISTORICAL AND STATUTORY NOTES

Section 300e-2, Act July 1, 1944, c.
373, Title X111, § 1303, as added Dec. 29,
1973, Pub.l. 93-222, § 2, 87 Stat. 920,
and amended Oct. 8, 1976, Pub.L.
94460, Title 1, §§ 107(a), 109(d)(1),
117(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 1, 1944, c.
373, Title XII1, § 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,
Pub 1. 94_460Q, Title 1, 8§ 107(h), 108(a),
(b), (d)(1), 109(d)(2), (3). (e), 113(a),
117(b)(4), 90 Stat. 1948-1950, 1953, 1955;
Nov. 1, 1978, Pub.L. 95-559, §§ 2(a),
3(a), (b), (c)(1), (2)(A), (C), 6, 92 Stat.

2131, 2134; Nov. 1, 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,
§8§ 941(c), 947(b), 95 Stat. 573, 577, relat-
ed to grants, contracts, and loan guaran-
tees for planning and initial develop-
ment costs. ’

Effective Date of Repeal

Repeal not applicable to any grant
made or contract entered into under this
subchapter before Oct. I, 1985, see sec-
tion 803(c) of Pub.L. 99-660, set out as a
noie under section 300e-S of this title.

Repeal effective Oct. 1, 1985, see sec-
tion 815(a) of Pub.L. 99-660, set out as a
note under section 300e-1 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 organlzatloed

For purposes of this subchaptef—the term “health maintenance
organization” means a public or private entity which is organized
under the laws of any State and wmags—gff—;nd

. supplemental health services to_its members in the manner pre-
scribed by subsection (b) of this section, and (2) is organized and

b operated in the manner prescribed by siibsection (c) of this section.

C=ata X el B

(b) Manner of supplying basic and supplemental health services to mem-
bers

r A health maintenance organization shall provide, without limita-
| }1 tions as to time or cost other than those prescribed by or under this

5 %}O ¢~ \ subchapterhasic and supplemental health services to its members
|'g in _the following manger:

(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 opportunity to obtain
basic health services through a physician not described 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 fi. it 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 which are fixed on a prepaymieiit basis shail 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 comprehensive
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,

(i) a medical group (or groups),

(iil) 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

(i) 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 management,

(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 an! 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—
(1)(A) have—
(i) a fiscally sound operation, and
(il) 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 healih services, except that a hcaith 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
151
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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) adopt at least onc of the foliowing 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, (B) the patterns of utilization of its
services, (C) the availability, accessibility, and acceptability of
its services, (D) to the extent practical, developments in the
health status of its members, and (E) such other i.atters as the
Secretary may require.

The Secretary shall issue regulations stating the circumstances
under which the Secretary, in administering paragraph (1)(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 XIII, § 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, 11(a)~(d), 92 Stat. 2137-2139; July 10, 1979, Pub.L. 96-32,
§ 2(b), 53 Siai. 8Z; Aug. 13, 1981, Pub.L. 97-35, Title IX, § 942(a)(1), (2),
(b)-(e), 95 Stat. 573, 574; Oct. 24, 1988, Pub.L. 100-517, §§ 2-3, 4(a),
5(a)(1), (2), (b), 102 Stat. 2578, 2579.)
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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 US.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. 100-304,
see 1988 U.S.Code Cong. and Adm.News,
p. 3231.

References in Text

The Social Security Act, referred to in
subsec. (c)(3)(B), is Act Aug. 14, 1935, c.
531, 49 Stat. 620, as amended. Title XIX
of the Social Security Act is classified
generally to subchapter XIX (section
1396 et seq.) of chapter 7 of this title.
For complete classification of this Act to
the Code, see section 1305 of this title
and Tables.

Amendments

1988 Amendment. Subsec. (a).
Pub.L. 100-517, § 2, substituted “public
or private entity which is organized un-
der the laws of any State and” for “legal
entity”.

Subsec. (b)(1). Pub.L. 100-517, § 3,
inserted a second sentence providing for
payment of a reasonable deductible by a
member when obtaining a basic health
service from a physician not described
in subsec. (b)}(3)(A) of this section.

Subsec. (b)(3)(A). Pub.L. 100-517,
§ 4(a), substituted "at least 90 percent of
the services of a physician” for "the ser-
vices of a physician".

Subsec. (c)(1)(A). Pub.L. 100-517,
§ 5(a)(1), designated existing provision
as subpar. (A) and cls. (i) and (ii).

Subsec. (c)(5) to (9). Pub.L. 100-517,
§ 5(b), repealed par. (5), which required

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-
clude 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 re-
designated as pars. (5) to (8) former
pars. (6) to (9).

Subsec. (c) following (9). Pub.L.
100-517, § 5(a)(2), added provisions re-
specting issuance of regulations.

1981 Amendment. Subscc.  (b).
Pub.L. 97-35, § 942(a)(1), (2), (b), (¢), in
par. (3}A)iv) struck out reference to
subpar. (C), in par. (3)(B) substituted
“(B)” for “(B)(i)", “(i}" for “(1)", “(ii)" for
“(I1)", 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-
ration of the first four fiscal years as a
qualified organization, redesignated par.
(3X(D) as (3)(C) and, as so redesignated,
substituted requirements respecting de-
livery and fiscal management, for re-
quirements respecting appropriate con-
tinuing education, redesignated par.
(3)E) as (3}(D), and in par. (4) added
provisions relating to service areas locat-
ed in nonmetropolitan area, and substi-
tuted “with rcasonable promptness” for
“promptly as appropriate”.

Subsec. (c). Pub.L. 97-35,
§ 942(d)(1), (e), in par. (2) substituted
provisions specifying requirements with
respect to insurance, etc., for provisions
generalizing such insurance, etc., re-
quirements, and added c!. (D), struck out
par. (4), which related to open enroll-
ment period, redesignated pars. (5) to (8)
as (4) to (7), respectively, added par. (8),
struck out pars. (9) and (10), which re-
lated to medical, social and health edu-
cation services, and continuing edu-
cation, respectively, and redesignated
par. (11) as (9).

Subsec. (d). Pub.L. 97-35,
§ 942(d)(2), struck out subsec. (d),
which related to requirements, etc., re-
specting open enrollment period.

1979 Amendment. Subsec. (b)(3).
Pub.L. 96-32 amended directory lan-
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guage of § 11(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. Subscc. (b)(1).
Pub.L. 95-559, §§ 10(a), 11(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,
§ 10(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,
§ 11(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,
§ 11(c), substituted “basic and supple-
mental” for “basic or supplemental” and
“if the services were medically nccessary
and immediately required becausc 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,
§ 11(d), added subsec. (b)(5).
Subsec. (c)(1). Pub.L. 95-559,

§ 10(b), designated existing provisions
as subpar. {A) and added subpar. (B).

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

Subsec. (c)(6). Pub.L. 95-559
§ 10(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 “(B)", and added subpar. (B).

1976 Amendment. Subsec. (b)(1).
Pub.L. 94460, §§ 101(a), 105(a)(1), pro-
vided that a health maintenance orga-
nization may include a health service,
defined as a supplemental health service
by § 300e-1(2) of this title, in the basic
health services provided its siembers 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. 94460,
§§ 101(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 hcalth services (as de-
fined in section 300e-1(2) of this title),
(B) for which the required hecalth 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(:}) of this ti-
tle) provided comprehensivs 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 maintenance 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,

§ 102(a). added references to health pro-
fessionals who have contracted with the

155




O e Rt mtmas Slimey S weEE A ROMmES T =

ST A

42 § 300e

health maintenance organization for the
provision of such scrvices and to the
combination of staff, medical groups, in-
dividual practice associations, or health
professionals under contract with the
health naintenance organization, 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 the expira-
tion of such period, the organization
may provide basic or supplemental
health 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
contracts 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 yecar by
the health maintenance organization to
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 for 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 supplemental health
services include such provisions as the
Secretary may require (including provi-
g
education.).

Subsec. (b)(4). Pub.L. 94-460,
§ 101(c). substituted “and only such sup-
plemental hcalth services as members
have contracted for” for “and supple-
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mental health services in the case of the
members who have contracted therefor.”

Subsec. (c)(4). Pub.L. 94-460,
§ 103(a), substituted provisions making
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.

Subsec. (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 scction 300e-15 of this title
and amending this section and sections
300e-1 to 300e-11, 300e-13, and 300n-1
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)(1) The amendments made by sec-
tions 101 [amending subsec. (b)(1), (2),
and (4) of this section], 102 [amending
subsec. (b)(3) of this section and section
300c-1(4)(C). (5)(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-1(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
300c—4 of this title] for fiscal years be-
ginning after September 30, 1976, (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 1, 1976.

“(2) Subsection (d) of section 1301 of
the Public Health Service Act [subsec,
(d) of this section] (added by section
103(b) of this Act) shall take effect with
respect to fiscal years of health mainte-
nance organizations beginning on or af-
ter the date of the enactment of this Act
[Oct. 8, 1976].
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“(3) The amendments made by section
107 [(amending sections 300e-2(e),
300e-3(b)(1)(A), (2)(A), and
300e-4(a)(1), (2) of this title] 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,
300¢-3, and 300e—4 of this title] for fiscal
years beginning after September 30,
1976.

“(4) The amendments made by sec-
tions 109(a)(1) [amending section
300e-4(a)(1), (2) of this title] and 109(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 (1) and (2) of section 110(a)
[amending section 300e-9(a), (b)(1), (2)
of this title] shall apply with respect to
calendar quarters which begin after the
date 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
title] 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
date of the 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-11
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-
vice Act [section 300e-11(a) of this title]
and made after the date of the enact-
ment of this Act [Oct. 8, 1976].”

Short Title

1988 Amendment. For Short Title of
Pub.L. 100-517, as the “Health Mainte-
nance Organization Amendments of
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1988", sce section 1(a) of Pub.L. 100-517,
sct out as a note under section 201 of
this title.

1978 Amendment. For Short Title of
Pub.L. 95-559 as the “Health Mainte-
nance Organization Amendments of
1978", sec section 1 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. 94460 which substantially
amended this subchapter, as the “Health
Maintenance Organization Amendments
of 1976", see section 1(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 1 of Pub.L. 93-222, set 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. 93-227. 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 rcgulations issued under sec-
tion 1301(c) of the Public Health Service
Act [subscc. (c) of this section] (as
amended bv paragraph (2)), the Secre-
tary of Health and Human Services shall
consider the application for qualification
under section 1301(c)(1)(A) of such Act
{subsecc. (c)(1)(A} of this section] of a
health maintenance organization—

“(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,

if the Secretary receives satisfactory as-
surances from the other organization
that it will assume the financial 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 XIII
of the Public Health Service Act [this
subchapter]. The study shall—

“(1) 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

PUBLIC HEALTH SERVICE Ch. 6A

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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Encyclopedias
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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 N.J.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 hecalth care services disclose cost control mecha-

nisms to potential beneficiaries.

Legis.J. 115 (1990).

Edward B. Hirshfield, 14 Seton Hall

WESTLAW 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 1

1. 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

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.

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 § 1395mm.

Determination of deficiency, continued regulation of health maintenance orga-
nizations, sce 42 USCA § 300e-11.

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 § 300¢-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
as defined i ihis seciion, see 42 USCA § 1301.

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,
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§ 300e-1. Definitions

For purposes of this subchapter:
(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} muedicai ireatment and reterral 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 300aaa-13—9 159
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EXPECTED NICKLES AMENDMENT ON INSURANCE COVERAGE

Senator Nickles is expected to offer an amendment that would permit
individuals tc retain their current insurance policies, aven if these
policies to do not compiy with the standards established under the
Mitchell bill. He will claim that this amendment will prevent the
government from forcing people to give up a pclicy 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.
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NICKLES AMENDMENT IS THE “FINE PRINT PROTECTION ACT"
1) Everyone shouid be able to keep their current coverage

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

Qur goal is to be sure that other Americans have the type of protections
against lemon policies that members of Corigress and aill Federal
employees have.

We set safety and quality standards for all kinds of preducts. 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 loophoies 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

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

Under the Nickles amendment, dishenest insurarnce companies are the
winners and the American people are the losers:

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

3) The Mitcheil bill moves us in the right direction

The Mitcheil 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 traditicnal fee-for-service
plan that lets you go to the doctor of your choice. or a combination of the
two.
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QUESTIONS

WHY IS THE GOVERNMENT FORCING PEOPLE TO BUY COVERAGE THEY
DON'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, n2 Inbopholes, no fine print.

Health insurance is for the accidents and ilinesses you hope and pray never
happen, but if they do, you want your insurance to cover you. NoO excuses,
no loopholes, no fine print.

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

We shouldn’t and we don’t. Under the Mitchell bili, everyone willi 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.

Under the Mitchell bill, individuals wouia always be able to buy
supplemental policies to tailor their coverage to meet their needs.

All Arnericans 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 deductible.

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.




Before the
UNITED STATES IIQUSE OF REPRESENTATIVES
COMMITTEE ON SMALL BUSINESS

Statement of
Gary Sprague

Mr. Chairman and members of the Committee, my name is Gary Sprague and | am
President of T.G. Trucking, Co. [ have three trucks I run in a five state area. We are located
in upstate New York. | am also a Director of Owner-Cperator Independent Drivers Association,
Inc. ("OOIDA") which represents over 29,000 members nationwide. 1 am proud that my
Agsociation has joined the Small Business Coalition for Health Care Reform.

To me this national debate we are having about health care reform is not about politics--it
is about survivel. My employees and myself do not currently have health care coverage. The
reasor we do not is simple, the presem benefit packages available to my employees and myself
are too expensive and, they do not work. Health care coverage that is available to me today
would cost twenty-five percent of my payroll. Witk worker’s compensation at eighieen percent
of present payroll, and persona!l liability insurance at five percent of gross income. It is plain to
see that afforduble heulth care fur small businesses adds 4 cust that my business cannot beur.

What people have difficulty understanding is that if my health care costs were at seven
percent of my payroll, as predicted under the Clinton Plah. I would be able 10 créate a new iob
tomorrow. Health care reform is a dollars and sense issue. Of the 29,000 members of OOIDA
that I represent, over forty-five percent do not have health care of any kind Maost cannot afford
it while others cannot get it. As independent business men and wonmien, owner-operators nced

to be able to get health care coverage that they can aftord and that actually pays the bill.
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Today ary insurance carrier can say one day or three years into an illaess, sorry its pre-exisung -

- Goodbve!

The situation that I.cncountercd is not unigue--it happens all the time. No Amcrican
should have to risk losing all they have worxked for (as 1 did) when they or a tamily member go
to sce a doctor or develops an illness.

This is why I've followed the health care reform debate so closely. [ find out now that
Congress may be learning toward some of these halfway reforms which I know failed in New
York.

My small business needs a health care program that includes universal coverage. 1 cannot
offer health care coverage to my employees if other motor carriers ic my area do not. The
trucking business today is very competitive and, if my rates include bzalth care costs while the
rates of otber carriers do not, | am at a disadvantage and will not survive. We need to have
everyone covered and we need it now, not in the year 2000.

The tucking industry has a huge turn over of employees. [ believe that a major reason
is that the industry has few employers that offer health care coverage. In my own business,

because I do not offer health care, I cannot keep good drivers. They go with larger companies,



or w other industries, with benefit packages. This furn over is cosdy. Others that would like
10 work for me have pre-existing cond:tions anc are afraid to leave other companies to work for
me.

Many of the members of OOIDA operate as sole proprietors anc independent contractors.
I would like tw briefly addiess buth issues.

With regard to sole proprietors, I am pieased to see that the Congress finally appears ready
to correct a blatant injustice and pennit 100 percent deduction of health care costs. This has long
been the case for costs for employm, and it is simply not fair to treat self-employed persons
differently.

With regard to the ewployees vs. independent wontractor debate, this is 2 long standing
issue, | recognize that there i1s 8 concern that mandating health care coverage through employers
may cause some 10 aftempt to reclassify employee, the Congress should not act unti] the evidence
is in. for that reason, our Association believes that the best course of action 18 to wait, and to
require the Department of the Treasury 10 study the issue and to repornt back to the Congress in
twe years as to the extent of the problem (if it develops), and hew to fix it.

While vou hear a lot of small businesses tell you that they can’t atiord health care
coverage, | do not think it makes anv difference whether you drive a truck or sell pizzas or
computers, health care is necessary 10 be competitive in the business world today. In whatever

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

it must be portable.
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103rd CONGRESS AMDT —=—=—m
2nd Sessicn :

Statement of Purpose: To

IN THE SENATE OF THE UNITED STATES

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

submitted the following amendment:

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

*(except for: (1) the requirements that any employer-—
offered plan provide a standard benefits package established
under subtitle .C; (2) the prohibition against an employer
offering an alternative standard benefits package .
established under subtitle C; and (3) the prohibiticn
against an employer self-insuring cost-sharing benefits)."



08/17/94 11:58 o) @oo2

NICKLES AMENDMENT

3. SELF-INSURANCE FOR COST~-SHARING SUPPLEMENTAL COVERAGE
Background

The Mitchcll Bill prohibits community-rated employers from offering 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 climinated.

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.

The effect of the Nickles amcndment would be to significantly increase community-rated
premiums (and therefore the cost of subsidics).

—

° If community-rated employers can sclf-insure cost-sharing benefits, their cployees
will use more hcalth care services, which will incrcasc the premiums offered by
community-rated insurers. '

> The effect of the Nicklcs amendment would be to increasc the costs of
community-rated coverage for everyone.

> Employers that self-insure cost-sharing benefits would bc able to reap the
benefits of providing "first-dollar" covcrage while bearing only a fraction of
the costs.
° The Nickles amendment would reduce the cost-containment effects of the cost—

sharing in community-rated health plans.

° The Nickles amendment, by increasing premiums, would increase the federal
government's costs of providing subsidies.



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

Family Security Benefit Requirements

e Society should not have to pay the price for irresponsible individuals who refuse to
purchase insurance and then expect us o pick up the tab when they become seriously ill
or injured. Everv individual and family would be required to have minimum health
insurance coverage to cover medically necessarv "acute medical care." including:

- Physician services

- Inpatient. outpatient. and emergency hospital services and
appropriate alternatives to hospitaljzation

- lnpatient and ourpatient prescrniption drugs

- A maximum deductible amount of $1.000 for an individual and
$2.000 for a family and an out-of-pocket limit of $5.000. These
amounts would be indexed 1o inflation in furure years.

° For Medical Savings Accounts. or MSAs. the Consumer Choice plan would provide the
same basic 25% tax credit for deposits. Each household would be permitted to have one
MSA and to make an annual deposit no greater than the sum of $3.000 plus 3300 for
each dependent. The funds in an MSA couid be used 10 pay medical bills not covered
by their insurance plans, and to pay health insurance premiums.

) Transitional Rules: In order 1o provide individuals and families with secure. portable
benefits. insurers and employers who currently provide health insurance coverage would
be required to offer policyholders the option of converting their existing coverage 1o an
individual or family plan. Employers would also be required 1o 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 to buy a different
plan that better suited their needs.

Employer Provisions

o Individuals and families could still purchase health insurance through their employers.
This would not be their only option. sunice they would be able to receive the same tax
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
other group — similar to the choices that more than 10 million Federal employees.
retirees and their families have today.

100
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people with preexisting conditions. or engaging in any other discriminatory sales
practices. '

° Health insurance underwriting would be limited. allowing insurers to vary premiums only
on the basis of age. sex and geography. However. because of the imponance 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.

° Certain state laws pertaining to mandated benefits and services, anti-managed care laws,
and mandated cost-sharing would be preempted.

Tax Credits

° Individual tax credits would replace the current tax exclusion for company-sponsored
health plans.

® Tax credits. which would become available on January [. 1997, would be strucrured to

give all Americans a basic level of tax relief on all of their health expenses. with greater
tax relief targeted to those individuals and families who. because of illness or below
average incomes, face proportionatelv higher health expense relative to their income. The
credits would be structured as follows:

Health Insurance Premiums and
Unreimbursed Medical Expenses

as a Percent of Gross Income Percent Reimbursed
Below 10 percent 25 percent
10 to 20 percent 50 percent
20 percent or more 78 percent
e At a minimum. for every S100 which is spent on health insurance premiums. or

contributed to a Medical Savings Account (MSA). or spent on ANY out-of-pocket
medical expenses. the individual or family would pay $25 less in taxes. The greater the
ratio of health costs to income. the greater the tax benefits. Low-wage persons with higher
percentage health costs would receive greater benefits. The tax credit would be as much
as $75 per $100 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 the difference. Much like
the eatment of the Eamned Income Tax Credit (EITC). employers would reduce their tax
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of family income, the percentage
credit also would rise. The struc-
ture of this sliding scale credit is
much like the child care credit in
today’s tax code.

Version #3 is a combination of
the first two. A voucher and flat
rate credit would apply to in-
surance 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 to accept highsr deduct-
ibles and copayments.

/' The minimum beneftts pack-
age required by law

Table 2 indicates the minimum
benefits package that would be
required by law under the
Heritage proposal, as 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 basis. 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
75 percent coverage for
physician services, a plan may
have a higher percentage, buta

Table 2
Basic Plan Required by Law

Minimum standard covérage required for
all Americans.

O $1,000 deductible ($2,000 per family).
0 $5,000 cost-sharing maximum.

inpatient Hospial Services 80%
(365-gay per stay maximum)

Outpatisrt Hosphatl Sarvicas ' 80%
Hospital ARernatives Yes
(oxtrended ot home health care)

Physician Services - 5%
PrenatalV/Well-Baby/ 79%
Well-Chiid Care

Disgnostic Tastia 5%
Prescription Druga (inpatient) 75%
Emergency Services 100%
Mental Health Care Nt Covered
Dental Care Not Covered
vision Care Not Covered

Average monthly cost of the plan is $69.33
per person.

Actuarial equivalent altematives are permitted.

Nets: Indivickials covared by a govemmen health pro-
gram such as Medicare and Medicaid are exempt from
thoss coverage requiremems.

Actuarialty equivalent plans are ongs with differert
covarage or benslit levels than those spacified here, but
whosa total cost is the same for individuais with the
same actuarial characteristics such as ags, sex, and
geographic location.

7 A copayment. or coinsurance. is the percentage of an otherwise insured medical bill that must be paid by the
palient
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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
policies to do not comply with the standards established under the
Mitchell bill. He will claim that this amendment will prevent the
-government from forcing people to give up a policy that they Inke and. want
to keep :

What Nickle amendment would actually do is allow msurance compames
to continue to offer policies with  pre-existing condition exclusions,
lifetime limits, and fine “print that demes 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 st'ro'ngly that'no one should force you to give up a policy that you
like. And, we want to ensure that the policy you hold is not a lemon -- |t
should be there when you need it. :

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

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 fme pnnt

. that deny you health care when you need it most.

[Cite examples o_f insurance company denials of coverage]
2) Protect consumers, not fraudulent insurance companies

Republicans and De'm'_ocrats- alike agree that the insurance industry has‘ to
change 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. _ h (q/,/p
o : m Nictebes
Under the Nlckles amendment, dishonest insurance companies are the g1

-wmners and the American people are the Ioserst\ ' Chafer

Take for example a famlly who hits their policy’s lifetime limit one year b’.//. ,
after they have a child with a serious heart condition.  You're ‘out of luck. |y 4l

~The family loses its coverage.’ ‘ - S ramdgd
- 3) The Mitchell bilI mov_es us 'in"the' tight-dir‘ection : WP

The Mitchell benefnt 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 chonce or a combmatlon of the
two. .



QUESTIONS |

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

We are not forcmg people to buy coverage they do not need
We are requiring msurance companies to sell -policies that cover what
they say they cover.” No excuses, no Ioopholes no fine prmt

Health insurance is for the accidents and ilinesses you hope and pray never |
" happen, but if they do, you want your insurance to cover you No excuses,
'no Ioopholes no fine print. : S

~ WHY SHOULD WE HAVE A ONE-SIZE-FITS-ALL PLAN IMPOSED BY
'_'THE L:OVERNMENT"

We shouldn'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. Yo u ougink k bt .w,wg

Mm/f % dgw, Wp{,p(/{&{u w b gb I/V(MW s fWFw ”‘4
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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
policies to do not comply with the standards established under the
Mitchell 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. And, we want to ensure that the policy you hold 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 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

Republicans and Democrats alike agree that the insurance industry has to
change 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 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, no 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 loopholes, no fine print.

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

We shouldn’'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 nc 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 package means security.

L 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.

L 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.

o 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 package helps make insurance affordable.

o 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.

L 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.)

L 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 standard benefit package means that consumers can make good and

informed decisions between health plans.

J 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.)



The Cimpcr-(]'in:rich’ Pl;_m [)«inli'l Control Cusis

Uniel Llr the ("mngr Gm vrich n/Lm Americans will conicinue 10 tace \;ﬂ rocketing fealrh coses. The cosey
of millions of uninsured .Uneruum will be shifted ontv privace premiumsy. insurance companies «ifl
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 -Gingrich Allows Insurance Companies to Determme What They Will Cover and What They
Won’t Cover

A critical component of injecting market forces into the health care system is standardizi g

~basic benefits package. Cooper-Gingrich leaves the content of the benefits package up to-the

insurance companies. So just like under the current system, people can't tell whether higher-cost
plans have better benefits, or higher insurance company profits. When insurance companies must
all offer everyone a defined set 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 metﬁcxenues 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-Gmgrich will leave well over 24 million Americans without health coverage. So under
their plan we’ll still have:

Cost Shifting: American families and businesses that pay for private insurance wnll 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 has been shown
to reduce health costs. Ard Cooper-Gingrich encourages -individuals and employers to buy
Medical Savings Accounts, which discourage even insured individuals from using preveritive care.

Expensive Emergency Room Visits: The uninsured will still seek out care in expensxve hospital
emergency rooms at three times the 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 Guarantee of Cost Containment for Families, Businesses, and Government

The leadership of both the House and the Senate took cost containment seriously -- and had
mechanisms that guaranteed 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 t.heir cbverage will always be affordable.

Unreahstlc Financmg Cooper Makes Promism It Can’t Pay For

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. Plans like Cooper
“claimto provide subsidies to increase coverage, but they don’t have the ﬁnancing mechanisms

to back up" their promises, leaving Congress with three choices (l) increase the deficit, (2)

mcrease taxes, or (3) leave more Americans out of the system.
!



The Cooper-Gingrich Short-Changes Older Americans
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vounger people. Instead, Medicare money will be used 1o expand access 10 low-income
individuals, not to help the older Americans Medicare was created 1o serve.

Raids Medicare To Pay Others’' Bilis

« .. The Cooper-Gingrich bill takes signiticant money out ot Medicare. but it uses it to pay other

bills instead of providing new benefits and a strengthened Medicare program. The Coopet-
Gingrich bill provides no coverage for prescrlptlon drugs. and no new:long-term care
program.

“Forces Millions of Seniors to Choose B'et'_ween'Food and Medicine

The Cooper-Gingrich bill does not add prescription drug coverage to Medicare -- leaving’
milhions of older Americans with no help paying for costly prescriptions. Prescription drug -
costs are the highest out-of-pocket expense for three out of four seniors, and the Cooper-
Gingrich plan would provide no help. forcing millions of older Americans to continue to
choose between food and medicine.

Leaves Older America'ns‘ at Risk of Entering Nursing Homes

lnsur,ance Companies Can Still Gouge Seniors

The Cooper-Gingrich bill does nothing to extend long-term care coverage to the home and
community -- 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 chonce but to enter

nursing. homes

The Cooper-Gingrich bill would leave the insurance companies in charge -- allowing them to

deny coverage for pre-existing conditions six months,! 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.

L While most universal coverage plans use pre-existing condition limitations as a necessary transition tool before universal coverage is reached,

the Michet bill never achieves umversal coverage -< it never even comes close. Thus, the exclusions in the Michel bill will never go away.

¢4



COOPER/BILIRAKIS: SMALL BUSINESSES STILL BEAR BURDEN

SUMMARY: Todd A \m il B N TN m; i /wm/uz 0 oEr healtin care sUNECn e,
' companies are in the driver's seai and small businesses ger discr mzmalud against
-- often charged more than large businesses for the same coverage. Under
- Cooper. insurance companies still make the rules -- and small businesses still pay
more. Today, premiums for small businesses rise unéhecked year after year.
With no eﬂective cost containment, the Cooper b_ill promises more of the same.

No Discounts to Help the Smallest Busmesses Afford Coverage
«~ Unlike the House proposal -- which provides millions to help small businesses to prov1de
coverage -- this plan offers no small businéss subsidies.

No Guarantee of Affordable Coverage

* The Cocper bill lacks any cost containment that \\ould bring down skyvrocketing 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, with
incremental reform, "in the years ahead, 30 percent of small businesses currently providing

insurance will drop their insurance coverage because of the high-cost.” (’Smal' Business and
the National Health Care Reform Debate." Health Affairs, Spring 199;

No'Guarantee of Small Busmess Bargaining Power and Better Rates:

« The Cooper proposal does not guarantee small businesses that they will be able to _]011'1
‘voluntary purchasing groups -- to give ther_n 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 stlll be cha.rged 4 times more than other workers -
- will still pay much more than other ﬁrms

_Responslble Small Businesses Pay More to Cover Free Riders

*  Under Cooper's proposal small businesses continue to pay a "hidden tax" as costs are shrfted
from businesses that don't provide to those that do. Until all firms take responsibility, small
firms that provide coverage for their workers will continue to pay extra to pick up the costs -
for employees at firms that don't provide. Small businesses would also coritinue pay even
more to cover the uncompensated care costs that remain in the system when, millions of
Amenccms have no insurance. '

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 100 employees, even if just one worker get sick. Fi irms in this category will
continue to see l'ugh and unpredictable insurance costs. :

Cooper Limits Choice for Employees of Small Business
. In today s market, small employers often can't offer their employees any chorce at all Both of



the feadership proposals silow smadl buspresses W enreilihen amploy ces e Federad
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The Cooper-Ritirakis Bill Fails To Achieve Universal Coveraoe

The new Cooper- B[/t:/“u""\".\'/)l'() vosal w il e f’."/r'f'u Per TCE 0 BTN
According 10 the bill's oven cwthors, it would cover only 8% of the popuiation -- jusi «
3% increase and only 7 million more Americans covered.-Health reform that helps only
3%.0f the_population_getcovered == ywhile providing less security to_peaple with
insurance_=- isnot real reform. The' Cooper-Bilirakis bill will cover some of the poor but
force middle class people to choose between no insurance or higher premiums. In fact,
-millions of workers will be dropped from their emplover's insurance, and those who
manage to stay insured will face higher premiums than under a universal svstem.

[N S

More than 32 million people wiil_ go without insurance

"s  This proposal might cover an additional 7 million more Americans -- only helping a
mere 3% of the population. The bill aims to go turther. but it is vastly underfunded. If
only an additional 3% of the population gets covered. at least 32 million Americans -
- most in working families -- would remain without insurance. And the bill would
leave every American at risk of losing their insurance.

The middle class_ will be left.-bEhil_'ld

o As the Congressional Budget Office pointed out with Cooper's original proposal, the
' middle-class -- not the poor -- are the ones who are left behind. As CBO stated in its
original analysis of the Cooper plan, "health insurance ‘coverage would probably be
more limited for middle-income people than.the rich or poor." (CBO, 5/94)

Millions now covered by their job would be dropped from their insurance

« As costs continue to rise, more and more people will lose their coverage. According
to one study of the original Cooper proposal, the bill would cause over one million
Americans a month to lose their insurance. {Families USA, 6/94]

Cost shifting continués

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

If you lose your job, you'i'é out of luck.

« The Cooper/Bilirakis bill claims to achieve portability. But the definition of
portability is extremely limited. If you lose your job, you can keep your insurance -- if
vou pay for it all yourself. That's like saying you can take the company car with you
when you SW1tch jobs -- as long as you ve got the money to buy it.



The Cooper-Gingrich Plan Leaves Insurance Companies In Charge
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thun another business, one family more than another family. And insurance companies decide
which benefits are covered and w hich are not. In'other words. the insurance compames are stil{

~in charge.

Protects Insurance Company Loopholes and Fine Print _
The Cooper-Gingrich plan allows insurance companies to exclude coverage for some diseases or treatmen

[n fact, unlike most bills, which at least describe a standard benefits package, ‘Cooper bill allows
M= companies t0 offer any benefits package they want. State laws guaranteeing benefits are wiped

. Millions of Americans will continue to face the nightmare of insurance claims coming back: Som
' not covered -

Insurance Companies Could Still Charge Whatever The\ \\ ant, and Stlll R.use Rates Year
after Year : :
 The Cooper-Gingrich bill ignores cost containment -- there is nothmg 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. ' -

[nsurance Companies Could Still Deny Coverage to Small Businesses and- Individuals

 Insurance 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. '

« Inaddition, an insurer can cancel coverage for small businesses and individuals by stopping
coverage in one or both of those markets ‘No mdrvrdual or small business would be secure
in therr coverage. '

Loopholes Protect Insurance Companies Profits, Not Middle Class Families S

o+ The Coope-Gingrich 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-Gingrich bill will never achleve umversal coverage, and exclusrons w111 never go
away. ‘

No Protection For Small Business or Individual Insurance Rates
¢ A "vicious spiral" will’ lead to very high premiums in the community-rated market and will encourage
healthier people to drop coverage. Employers with young, healthy employees will likely stay out of the
_community-rated pool-and self-msure In addition, other groups can come together to opt out of the
commumty -rated pool, leaving even fewer people in the pool.

Workers Could Stlll Lose Their Insurance When They Lose Their Job

¢ Although the Cooper-Gingrich plan theoretically allows people to "take insurance with
them" when they leave a job (portability), this provision only helps those who can pay the
full premium themselves. .That is not realistic for most people, since they can't afford the full
cost of coverage, especially if they are without a job. In fact, most workers have that

N



protection now. either through'state insurance laws or through COBRA coverage. But as a
recent study by the Department of Labor shows. only one in five can take advantage of it --

Py et e VR
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Insurers Could Still Charage Older Workers Far More Than Younger Workers
e The Cooper-Gingrich bill aflows msurance companies w charee older workers ihiree o rour

times more than younger workers.

Americans With Insurance Would Stiil Be at Risk of Losing It
o The real bottomline is that-under the Cooper-Gingrich bill, everyone remains at risk of losing
the insurance they have now -- because under a non-universal system, no one is guaranteed

protection.



COOPER BILIRAKIS: NO HELP FOR MIDDLE-CLASS FAMILIES

SUMMARY: Under the Cooper plai millions of middle-cluss ramidios soould siili Ao m/L i
oblain uf/onlab/e health coverage. And with no promise uf ¢ifective cost
containment, families will have no guarantee that -- even if they're lucky enough 1o
have insurance today -- they will be able to afford that same insurance tomorrow.

Families Left Unprotected From Rising Costs
¢ The leadership of both the House 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 -- giving middle
class Americans no guarantee that affordable health care will always be within their reach.

e A recent study warned: "Middle income families that currently have insurance will pay more-

" under partial reform than under reform that includes universal coverage.” [Lewin-VHI. for
Catholic Health Association. 7/18/94] :

o Cooper preserves the status 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 eammg $35,000
could face premlums of almost $6.800 per vear. This same family would pay $944 under the
House bill.

Doesn t Protect Workers Who Lose Their Job

*  Under the Céoper/Bilirakis bill, if you lose your job, you could also lose your insurance. They claim insur
is "portable" because if you switch jobs or lose your job, you are technically allowed to take your insuranc
with you. But without financial assistance -- especially for people between jobs -- that is an empty promis
‘Most workers have that protection today but a recent Labor Department study showed only one-in every fi
people can take advantage of it -- the rest sunply can't afford to.

Loopholes Protect Insufanc_e Companies Profits, Not Middle Class Families

~» 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 bill will
never achieve universal coverage, and exclusxons will never go away

. Unh.kc the Hou‘se‘, leadershlp 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 medlcal bills send them: into bankruptcy These’
famxhes are not helped by Cooper/Bilirakis.

Forces People W_ith Insurance To Continue To Pay For Those Without

¢ Under Cooper everyone is at risk of losing their insurance -- and more than a million per month
will. As today, their unpaid bills.will be shifted onto those with private insurance. Universal
coverage is the only way to stop people with insurance from paying for those without.



¢ Fémily Premium Payments _ Cooper vs. Gephardt

BACKGROUND DATA

" |. Premiums
Cooper/B Gephardt
Individual $2,500 $2,140
Couple $5,000 $4,280
Single Parent $3,976 $4,170
Family of 4 $6,796 $5,670
- Child $1,500

Source: 1994 figure's; Gephardt premium-is CBO estimate of Ways and Mean proposal
* Cooper premium estimates based on CBO, 4/94

I. Subsidy Schedules

CooperIBlhrakls Subsxdles 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%.

L Poverty Levels :
: Cooper/B Gephardt
Individual $7,179

Couple - $9,713
Single Parent  $12,247
Family of 4 $14,137 $16,000

Source: 1994 data
Note: A Ilttle off per Linda B b/c they were estimated; consistent
Welfare Stuff -- Ricard Bevere 56150, 54688

IV. Formulas [Dollar per pefcentagq pbint]

_ Gephardt .Cooper/B
Individual o

Couple

Single Parent _ ,

Family of 4 40.50 67.96



Fanily Premium Payments ~ Cooper vs: Gephardt -

GEPHARDT

Family of 4 Premium Subsidy | Subsidy Total Family
Income (Calc) (Real) | Payment Share
$12,500  $5670 $6.556  $5.670 50 $0
$16,000  $5670  $5670  $5670 0 so
$20,000 ©  $5,670 $4,658  $4.6_58 ~ $1.013 $203
§25000  $5670 © $3,392  s33%2  $2278 $456
'$30,000  $5.670  $2,126  $2,126 | 'sa_;544- 8709
| $35,006 - $5,670 5861 $861 ~ $4,809 . $962

$40,000  $5670 (5405) = %0 $5.670  $1.134

AN



o Family Premium Payments

"~ Family of 4
Income

$12,5oo-

| $16,000

. $20,000
25,000

© $30.000

$35,000 -

$40,000

Family.

$6,796
$6.796 '
$6,796
$6.796
$6.796
' $6.796 |

$6,796 .

Couple

$5,000

$5,000

$5,000

$5,000 -

$5,000
$5.000

$5,000

. 2Child
Premium Premium Premium Subsidy

3,000

3,000

3,000

3,000 .

3,000
3,000

3,000

Cooper vs. Gephardt

COOPER/BILIRAKIS

Family

$6,796

$5.900
$3,978
$1,574

30

50

$0

Child

‘Family

Subsidy = Payment

$3.000

52718

$2,111

$1,353

. $596

50
$0

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

$0
$896
$2,818
$5,222
$6,200
$6,796

$6,796
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TALKING POINTS - STANDARD BENEFITS PACKAGE

--| strongly believe that benefits should be specified in
the legislation so that the American people will know what is
covered.

--| 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.

-t 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, t0 encourage the use of cost effective
primary care, no cost sharing is allowed for preventive services
or prenatal care. To ensure that people with congenital
disabilities are not overiooked, services such as rehabilitation

and extended care will be covered for individuals with
congenital conditions.

--These details are extremely important to ensure that
the Board defines a benefit package that emphasizes and
encourages the use of preventive care and meets the particular

needs of 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.

ONE 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 want to buy coverage for mental health coverage because
| don't need it." The problem is that we can't always predict
what kinds of services we are going to need.

-- We are all susceptible to accidents and iliness. The
point of 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.

84562878 P.@3
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7~ CHOICE OF THREE PLANS IN THE MITCHELL BILL

--The Mitchell bill does not create a "one size fits all”
benefit. 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
7 repeat that - 85 % of flrms today that offer insurance
only offer ONE plan.

--The Mitchell plan would guarantee choice of at
least 3 health plans for all Amerlcans. Only 7 percent of
employers offer 3 or more heaith plan cholces to their
employees today.

A

{ thavicaaciug - blown WPCho in Cloakroons )
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MOST FIRMS OFFER ONLY
ONE CHOICE OF PLAN

Percentage of Firms Offering Choice of Any Type of Health Plan

AN

NUMBER OF PLANS OFFERED % of FIRMS
1 83.6%
2 9.5%
3 or more 6.9%

I''IIlIllIIIlIIIIIlIIllIIlllIIlIIIIllIlIIIIIIlllIIlIIIlIIIll-lIIllIIIIIIIl!!_-_!!.!!!.-.======Eiiii’iii”llIIIIIIIIIIIIIIIIIIIIIIII

Kaiser/KPMG Peat Marwick Employer Survey on Health Reform, June 1994
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7 SUPPORT FOR STANDARD BENEFIT PACKAGE

-- What | can't understand is why some of our colleagues
oppose a standard benefit package when almost all health plans
before the Senate include a standard benefit package and when
it has such broad support outside the beltway.

--Standardizing and simplifying the complexities of the
benefit packages, is something that has broad support among
the consumer 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.

S --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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ADVERSE SELECTION - CHERRY PICKING

-- A standard benefit package aiso 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 one 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
segment the market, making insurance unaffordable for those
who need it most. (Go to Blue Cross/Blue Shield chart on
actuarial value and premium differences)

TALKING POINTS ON ADVERSE SELECTION CHART

-- This chart compares the actuarial value and the premium
cost of 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.

-- 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 the high option does not.

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

-- However, the high option premiums are $1,540 more than
the standard option premiums -- that's 70% higher.
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-- The reason for the higher premiums is the benefit
ditfferences. 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,
allows 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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AMENDMENT TO STRIKE BENEFITS

ARGUMENT: Strike the benefits package from the legislation.
Argument against cost and that it is not a appropriate for
Congress to dictate a single “one-size fits all” benefits
package 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 heaith
care coverage that meets their needs and 39 million people
don't get that in this country today.

Without a defined benefit package, there are no guarantees
about what insurance will cover and what will be left to
individuals and families.

People nead 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.

| o -

An insurance card does not help a womgn who does not get
the mammogram she needs to detect her breast cancer early
enough to save her life because preventive services are not
coverad. 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 access
to health care. Many tamilies 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
Benefit 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
benefits coverage. It specifes that preventive services--the
most cost-effective part of our health care system -- are
covered without copayments. The specific coverage of
preventive services will be based on recommendations by the
American Academy of Pediatrics, the American College of
Obstetricians and Gynecologists, and other preventive services
experts.

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

The standard benefits package specifies that outpatient
rehabilitation is covered for people who are still improving
their function, for people that need therapy to prevent future
deterioration and for people that need therapy to maintain their
current level of functioning. These are not minute details --
they are 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 disability, a mental iliness, or a substance abuse problem will
not be 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
United States Senate when we say “let the marketplace work™?

The standard benefit package in the Mitchell bill 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.

| 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
young or old, healthy or sick.
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TALRING 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
abuses 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
improvements in their existing policies to better protect the
American people.

--In addition a number of the bills include a standardized
benefit 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




