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HR 3600 H£ALnl SECURITY ACT (per HWM) 

Cfeatea new GUARANTEED NATIONAL BENEFITS PACKAGE in the fnrm of 
Medicare Part C. 

Changes Medicare Part A: 

P02/06 

No limit on number of inpatient hospital daya, but copay structure rcmiiim, linked 
to •pell of illne11 

Inpatient psychiatric limits replaced by 6Q..day-per-year limit, rcgardlcaa of type of 
hospital (aee above for copay), definition of inpatient psychiatric hospital services 
deleted 

New benefit added for intensive (mental health) residential services, up to 120 doya 
per yc11r (possibly more), in qualified centers, 11pparently without copay 

Changea Medicare Part B: 

New benefit added for prc1eriptiuu drup •• 

Converts moet existing drug coverage, includina incident to practitioners & thru 
DME or prosthetic, to new benefit 

lncludea insulin 

Includes home iv & PEN, also in hosp or SNF if day not covered under Part A 
(can include other cost-effective settings) 

Ones nQ1 change current coverase for: 
incident to for hospital outpatient, or partial hospitalimtion 
dialysis drugs 
immuno1uppreuive11 
immunization• 
CORF drugs 

Includ~ medical food for certain conditions 

Ott-label uae apruvw per compendia 

New benefit for Home Infuaion Dr~ Therapy Services -

Limited to new qualified wovider of 1cryices 

Physician plan & ~rtification required 
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Includu nuning, pharmacy, related sel"'Yicea & supplies, but not drugs 
themaelvea 

Awilable in institution if day not covered under Part A 

DME IL prosthetic device amended to exclude thill equirment & covered 
outratient drugs 

New benefits added for infants & ch1lc1ren, up to age 19 (technical changes to lab 
authority included In this) 

N cw benef111 added & emdna ones reviled for preventive services. includini --

immunizl:ttiuna fur uwe• 19-64 

mammography Krccning 

pnp ameor & pelvic exnm screening 

colorectral acreenins 

sexually transmitted disease sc:reening for women ape 13-49 

New benefits added for pregnancy & family planning 

New benefits added tor mental health services -

Outpatient paych limit reviled, first S sessions exempt 

Intenaive community services, Including: 

unlimited day. of case manaiiemcnt for 1erioualy mentally ill. tss defined by 
Secretary 

180 days per year for under 19 

90 daya per year fur all other, including rehabilitation, "in home" care, & 
detox 

Expanded chiropracth; s:overoge to include related x-roya 

POJ/06 

~!'he revised Medicare Parta A 8' B benefita would be available in a new ''Medicare Part 
C" to individuals not currently eligible. Many of the changes to Parts A & B obviously 
Ell't targeted to people neither aged nor disabled. 



01-22-94 04:48 PM FROM HrFA/AAP 

·nic bcnefiu would be the aame as A & B, but the copoy structure would be different. 
:>omc other differences include: 

Coverage for :investiptional treatment in approved research 

Special mental health benefits under managed care 

Authority to modify 1creeninstpreventive coverage 

P04/06 
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lP'OTENTIAL TECHNICAL PROBLEMS IN HR 3600 

:3101 • Outpatient prescription drugs 

Not all Cllrrent Pan B coverase for drugs hu been subsumed by thi1. 

Drup included in dialyaia coverage remain under 1862{•)(2)(F) •• this i11 nnt a 
problem, so long as it is recognized that ;sm-dialy1is drugs would he covered 
separately under the new benefit. 

Vaccines for immunif.Ations remain under 1861(1)(10) •• not a problem if 
recogniuc:I that other vaccines denied coveraie on the blilill uf "noL reasonable 
& neceuary." 

Tmmunosuppreslve drup remain under 1861(s)(2)(J) ··question of whether 
coverage fJ available under new benefit when requirements not met for the 
current one, or after time limit cApires. 

Coveraae for non1clf ·udministcrablc drugs furniahed incident co physicions' 
servlccli tu hospital outpatienu, im~luding psychiatric partial hospitalization 
plltieuu, rcmaina under 1861(•)(2)(B) •• creates problem of different claims 
procesaing and different payment levels for same drugs depending on source; 
alao createa two different ayatema for hospitals to bill druss, depending on 
whether self-adminiaterable; suac:eptible to gamins and confusion. 

P05/06 

Coverage of non-self-administerable drugt remains part of partial hospit.ali1Jttinn 
benefit in 1861(ft){l)(D) --same problems u hospitals, noted above. 

Coverage for non-sclf-admin1'terable drugs remains part of CORF benefit fn 
1861(~c)(l)(F) •• same problems as hospital.I, noted ahcwe. 

3106 - Homa Infusion Drug Therapy Services 

Since thil can be provided to ho1pital or SNP Inpatients on Wiy1 nut covered by 
Part A, not clear whether hospital or SNF can qualify tu pruvide It to ita own 
inpatienta. Pntenttal problems If they cannot, but utber p1·oblem1 if they can - e.g., 
overlapin'1Tedundant provider Identity fur 1u1"'ey & certification, payment 
methodology differences. 

3113 • Tnfant1 & children benefits 

The con!orm1n1 amendmcnu to the 1862 cxeluaiom, in 3113(b )(2), do not go qwte 
far enough. 1862(K)(7) aecn11 to require a blanket exception for [the new] 
1861(00) in onlcr to not exclude routine exama, hearing exams, and hearing aids. 
Al&O 1862(a)(12) would require an cxc:cption for dental core. 
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3114 • Preventive aervl~ 

The text we have does not contnin any references to the expanded immuni1.ation 
coverage. 

3115 • Family planning 

3115(a)(3), which adds new 1861(1)(20), refers to contraceptive devices but nm 
dru11. Preaumably the dnip are covered under this benefit rather than the 
outpatient drug benefit, which need& to be made clear. 

An exoeption to 1862(a)(l) needs t.o he added for this cateamy of acl"\'iccs. 

P06/06 
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Is~uea List - Senefits 

1. Rome-based respiratory th•rapy aervice• 

2. Durable medical equipment 
-- r•quir•m•nt that it be for in home use (e.g., 

mo1:oriied wha•lehai:r1 for disabled worker) 
-- aeaiative technolosy versus ~ME 

' i 
3. ~ahabilitativ• aervice1 - ihy•ical, 1peeeh, ocjupat1onal 
th1!rapy 

-· r•quirement that the patient will imp .ove 

llJ 0021002 

s1~1nif ioantly in a reaaonalbe and ;1n•rally predic,able period of 
time 1 

queseion f cr HCFA while eatabli1hm•nt of 
ma:Lntananee program i• covered, is continuing p:rofet11ic:mal 
ovur1ight and periodic reevaluation and r•vi1ion of maintenance 
prc)gram covered? 

4. Chiropractic 1ervicea only fer subluxation of spine 

5. Abortion - what ie Medicare policy 

6. Needle• for administration of insulin and in1ulin pumps (need 
to chack with Peter Hickman to ••• i! Waye and M•ana drug benefit 
did anything "~ needle•) 

"!. Adult eetanu•jvaooine 

9. Hoapic& -- waiver of therapeutic b•n•fit• 

10. Balance billing and u•ing your own money to purcha11 covered 
bert@fits 
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HEAI~TH SECURITY ACT ( HSA) REFERENCES TO MEDICARE PROVISIONS I!f 
TITLE XVIII OF THE SOCIA~ SECURITY ACT 

HSA Sllll(c){l) de!ines ho1pital by reference to S186l(e) and HSA 
Slll5(f)(3) defines psychiatric ho•pital by reference to 
S186l(f), which in turn refers back to Sl861(e). 

S186l(a) contains eeveral 1pecific reterencea to 
"physician1," which would restrict the role ot nonphy1ician 
practitioners. It requira1 utilization review, diachar;e 
planning, and 1n1titutional planninq 41 dettned •l•ewhere in 
title XVIII. It also contain• numerou1 other references to 
detailed prov11ion1 in title XVIII that are irrelevant to 
HSA. It include• Christian Science Sanatoria, but excludes 
rural primary care hospitals. 

KSA SSllll(c)(2) and 1115(c)(l) define "inpatient hospital 
aervicea'' and "inpatient and residential mental health and 
1ube1tance abuae treatment" by reference to fl86l(b)(l)-(3). 

This includes an artifici~l, and trouble1ome, distinction 
between ••rvice1 turnished by a hoapital and turn11h1d b~ 
others und1r arrangement1. It 11 both simpler and more 
tlexible to refer to all the •ervic•• •• bein; proyided ~V 
the hospital, without th• distinction that depend• on 
definin9 the term "arrangements." Thu1, it would be more 
direct to create a new definition for HSA rather than u1e a 
croaa-referral. 

HSA 51117 deecrib•• ho•pice care by referring to portions of 
S 18 Ei 1 ( dd ) • 

Thia includes several refer•nce1 to the attending physician 
(effectively limited to an M.O. or o.o.), phy1ician 
aupervi1ion, and phy1ician1' aervice1. II th11 con1i1tent 
with th• general recognition of practitioners elsewhere in 
HSA? 

By avoiding th• detail in Sl861(dd)(2)(A)(11i), the result 
will b• to recognize inpatient pro9ram1 -- if that 1• not 
intended, 1ome re1triction on the extant of inpatient care 
ii needed. 

HSA SlllB(a)(l) link• home health car• coverage to Sl86l(m). 

Thia require• each patient to be under the care of a 
phyaician, and that there be a plan of care eetablished and 
reviewed by a phy1ician. II that reatriction con1i1tent. 
with the general recognition ot var1ou1 practitioner• 
elsewhere in KSA? 

HSA does not refer to Medicare'• definition of "home health 
agency." Some or all of SS186l(o) and 189l(a) could be 
adopted for this purpose. 
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HSA 51118(&)(2) describes home 1n!usion druq therapy services by 
referral to S186l(ll), as added by HSA S2005. 

Thia requires each patient to be under the care of a 
phy1ician, and that there b• a plan of care eatabli1hed and 
reviewed by a phy1ician. I• that re1triction con1i1tent 
with the general recoqn!t!on of varioua practitioner• 
elsewhere in HSA? 

HSA Slll9(a) de1crib•• extended care aervice1 by referral to 
S186l(h). 

Thi• include• an artif1c1al, and troubleacme, distinction 
between 1ervic•• furniahed by a akilled nuraing facility and 
furniabed by oth1t1 under 1rr1ng1m1nt1. It ia both simpler 
and more !lexible to refer to all the 1ervice1 a1 being 
provided by tha •killed nur1inq facility, without the 
distinction that d1p1nd1 on def ininq the term 
"arrangements. '' 

It also include• a Medicare-unique distinction for services 
obtained from a ho•pital with a tran1far agreement. Thie 
ha• led to controverey for Medicare and ahould be avoided in 
HSA. 

The di•tinction between what ii "ordinarily furni1hed" and 
what 11 "routin•ly provided" continues to invite d11pute1 of 
interpretation, •• well a1 leave q•p• in coverage. 

Recognition ot rehabilitation tacilitie1 11 at odd• with the 
Medicare reference to skilled nursing facilities. 

In view of all th••• differencea, it would be far 1impler to 
develop a new def 1nition for KSA rather than • croaa­
referral. 

HSA ill22(a)(l) d11crib•• covered outpatient druq1 by referral to 
Sl86l(t) a1 amended by HSA S~OOl(b), with cert•in •xc•ptiona. 

Th• term9 currently used in the exietin9 etatutory language 
in paragraph (1) of S186l(t) that refer to th• compendia are 
outdated, e.9. there i• no National rorm~lary currently 
published. In addition, para;raph (1) •• it currently r•ad1 
ha• the unintended conaequence of allow1nq individual 
ho1pital1 to d•fin• what i• meant by th• term "druga and 
:biological1. 11 

1rhi1 definition exclude•, at S18&1(t)(3), druqa furni•h•d as 
part of, or incident to, another item or eervice, a1 well a1 
1:ertain drug• not covered under Medicaid and/or Medicare. 
'rhe1e exclu11on1 may not be appropriate for KSA purposes. 



page 3 

HSA S1124(c) d••cribe• "durable medical equipment" by reterral to 
Sl86l(n). 

Use of the term "durable" would limit covaraqe of this 
benetit, a• it doe• under Medicare, to medical equipment 
that 1• du;abl• in nature, as oppoaed to di•po1able 
equipment. However, in •om• in•tance1, di•po1able medical 
equipment may be more cost-effective than comparable durable 
equipment. For example, di•po1able infu11on pumps (S5-10) 
for a brief course of therapy could prove to be more coet­
et tecti ve than durable intusion pump• which currently have a 
payment ranqe of approximately S2'0 - S285 per month. On 
the other hand, coverage would be expanded to include many 
item• that exi1t only in di•po•able form•. Neither the HSA 
nor the Med!car• program recognize di1po1able equipment u1ed 
in lieu of more expensive durable medical equipment. 

LIST OF ASSOCIATED MEDICARE REGULATIONS 

HSA Sl!CTION TITLE XVI I I SECTION 

llll(C) ( 1) 1861(8) 

llll(c)(2) l86l{b)(l)-(J) 
& lllS(c)(l) 

lll5(f)(3) 1861(f) 

1117 186l(dd)[1n part) 

lll8(a)(1) 186l(m) 

1118(a)(2) new 1861(11) 

lllg(•) 1861(h) 

112 2 ( 1! ) ( 1 ) 18 61 ( t ) [ amended ] 

ll22(e) 1861(1)(2)(1) 

ll22(a)(l)(B) new 1862(a)(l8) 

1124(c) 1861(n) 

42 CFR R!r!RINC! 

Part 482 

409.10-.14, ' .16 

Part 482 

Part 418 

409.40-.42 

none 

409.20-.~7 

410.29 

410.63(b) 

none 

410.38 



BENEFITS 

Medical equipment is covered only in the home under 
Medicare. Education and Labor adopted our definition of 
durable medical equipment which is intended to cover 
equipment used outside of the home (e.g., in school). 

Ways and Means does not change the definition of medical 
necessity under Medicare, which has been interpreted quite 
narrowly and does not include treatments that facilitate 
development and functioning. It is therefore less 
appropriate for a broader population. 

Well-child services are covered only to age 19 rather than 
age 21 as under Medicaid EPSDT. Why? 

Ways and Means states that no State could require a health 
plan to reimburse a class of providers other than those 
defined under Title XVIII of the Social Security Act. 
Qualified health plans (other than Medicare Part C) would 
not be prohibited from covering other legally authorized 
providers. Education and Labor did not specify eligible 
providers. This provision may limit the ability of some 
providers to get access to plans and may therefore be 
volatile. 
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The Federal HMO Act does have a defined benefit package and it 
includes preventive services, and Federal law also establishes 
a very clear benefit package under Medicaid, particularly for 
children with EPSDT. 

ERISA does determine whether particular benefits are in or out 
of ERISA provisions re: compensation. 

Pa9e 2 

Medicare does not cover routine clinician visits for 
preventive services for adults, only tests and immunizations. 
In addition, Medicare also covers influenza vaccine. 

The beneficiary is liable for 100% of charges unless under 
assignment. 

Other services not covered under Medicare include respiratory 
therapy, audiology services, speech-language services [as 
opposed to speech pathology services), and medical equipment 
used outside the home. 

The medical necessity definition under Medicare is extremely 
limited and based on a medical, biological construct. It 
fails to recognize needs related to development and 
functioning and is therefore out of date for adults but 
especially problematic for children and persons with 
disabilities. 

In general many of the provisions in the Medicare benefits 
package raises problems for non-elderly populations. 

PagE~ 3 

Will indexing take into account regional adjustments and 
different labor markets? 

Is all hospital and SNF care without cost sharing? This is 
good for children but could be costly incentive to use 
hospitals. This is particularly problematic for children 
where alternatives to hospitalization are usually preferred 
for developmental outcomes. Sets in stone out of date 
service delivery settings approach. 

Why not index growth to part c growth only, as parts A & B 
will have much faster growth? 
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The out of pocket caps are huge and well beyond the means of 
most "middle class" working families, also bankrupting many 
poor working families through illness. Little "security seems 
aftorded through this. It would also only be met by those 
with severe health care needs. 

The copayment levels for HMO's seem very high. Already, the 
level of $10 of copay is higher than 70% of what plans now 
offer (see Foster Higgins 1993 survey in last edition of 
Health Affairs). 

Why are well child services only covered to age 19. This was 
not specified in earlier drafts and is contrary to axistinq 
precedent in Medicaid with EPSDT qoinq to 21 or 22. 

Pag·e 4 

Preventive dental care for kids - why are specifications so 
limited? Should include fluoride applications, dental 
sealants, oral examinations, oral hygiene, i.e. all the 
services specified under prevention in Health Security Act, as 
these come at very little cost and great benefit to children. 

The mention of routine lab tests should include reference to 
age and risk appropriate lab tests. 

Coverage of outpatient rehabilitation services for children 
should include speech language, respiratory therapy, and 
audiology services. What does "provided other current law 
requirements are met" mean? What about specifying that these 
services should be coordinated with other benefits and 
agencies, including services under IDEA, ADA, and mental 
health and child welfare services. The need for coordination 
across service agencies IS NOT limited to services for mental 
health and substance abuse. Children with other chronic 
conditions and disabilities are also very much in need of 
this. 

The requirement that additions or modifications to the 
clinical peventive services package meet cost effective and 
premium neutral criteria will result in few, if any, new and 
effective and clinically appropriate services being added. 
cost effectiveness as a criterion, if it is to be applied, 
should be used for all services, not just preventive services. 

coverage for contraceptives drugs and devices as drafted would 
include all over the counter devices, including condoms. Is 
this intended? Alternative language would be to specify that 
coverage is for FDA approved prescription contraceptive drugs, 
biologicals, and devices. 

The mammography coverage is inconsistent with current science 
showing that there is no evidence of mortality reduction in 
population based screening of women under 50. 
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Specifications for STD screening excludes syphilis and HIV -
is this intended? Also it is not clear why this begins at age 
13 and ends at age 49. 

Colorectal screening specifications should be for persons over 
so only. Will this be in both parts B and c or only C? 
(Please check with Douq Kamerow re: the high risk provisions 
for colonoscopy). 

Why are updates on prevention only qiven to OTA. It should 
also refer to the work of the USPSTF. Given that the 
Secretary has authority to modify the package and so does 
Congress there appears to be duplication. 

There appear to be numerous entities listed for the Secretary 
to consult with on different parts of the preventive services 
coverage - could these be consolidated or streamlined? 

Medicare definitions of providers are out of date, are likely 
to stifle health plan innovation and especially for provisions 
under Part c would result in mismatch of community provider 
capacity with reimbursability - i.e. many providers to low 
income populations, brought in by part c are served by non 
physician providers who have a restricted range of practice 
under Medicare. 

The provisions for preemption or override of state practice 
acts are very unclear. Is it intended to override or not? 

Page 7 - Mental health and substance abuse services 

Page 8 -

The IDEA legislation is the operative one and covers 
individuals from birth through 21, not age 5 (that is only 
Part Hand Part B). 

Page 9 -

It is not clear how intensive community based services relate 
to health plans. 

On outpatient psychotherapy, why use of age 18? Should be 
consistent throughout and be 21 as in EPSDT. There is no 
visit limit on these services, correct? 

Page 10 -

Again, should be 21 years throughout. 
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Paqe 12 -

under (ix), should include developmental and functional 
outcomes, not just clinical. 

Pa9e 13 -

VERY IMPORTANT - capitated payments from plans or Medicare 
part c to states for managed mental health care should be well 
risk adjusted as it is likely to be the MOST SEVERE and 
difficult cases that will be transferred over to the State. 

Page 15 -

It is understood that the conscience clause only applies to 
providers and institutions NOT employers, purchasers, or 
plans. 
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Subtitle B-Coverage of Outpatient 
Prescription Drugs and Other 
Changes in Medicare Benefits 

PAR r 

SEC. 3101. C \) ~ ,,,. · RIPTION 

0tre..,s.. J M''> 
(&) COVl ~ / ....p ' s >AL AND 

OTIIER HEA -r'v ,( ·~ l · (J) (42 

\ 

l'.l'\l ""11) / r~ .---~ fl'C·. U.S.C. 1395x LI" .J ./ ~- -.g 

"(J; OuA~?l.:. 
(b) DEFI ----·· ~ ... · vvv~ VU'.L'!'ATIE1'"T DRUG.-

Section 1861(t) (42 U.S.C. 1395x(t)) is a.mended-

(1) in the heading, by adding at the end the fol­

lowing: "; Covered Outpatient Drugs"; 

(2) in paragraph (1), by striking "paragraph 

(2)" and inserting "the succeeding paragraphs of 

this subsection"; and 

(3) by striking pare.graph (2) and inserting the 

following: 

"(2) Except as otherwise provided in paragraph (3), 

t;.u: tenn 'covered outpatient drug' means B.Dy of the fol­

lowing products used for a medically a.ooe~d indication 

(as described in paragmph (4)): 

July 7, 1994 (11:331.m.) 

. ··;.-···· ... . .... ~ ·-- ··- ... 
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July;•, 111114 (11:33 Lm.1 

84 

cal need, or is identical, similar, or related 

(within the meaning of section 810.6(b)(l) of 

title 21 of the Code of Federal Regulations) to 

such a. drug, and (II) for which the Secretary 

has not issued a notice of an opportunity for & 

hearing under section 505(e) of the Federal 

Food, Drug, a.nd Cosmetic Act on a proposed 

order 'of the Secretary to withdraw approval of 

an application for sueh dru.g under such section 

because the Secretary has determined that the 

drug is less than effective for all conditioilB of 

use pl'escribed, recommended, or suggested in 

ii.s labeling. 

"(B) A biological product which-

" ( i) may only be dispensed upon prescrip-

ti on, 

:'(ii) is licensed under section 351 of the 

Public Health Service Act, and 

"(iii) is produced at an establishment li­

censed under such section to produce such 

product. 

" ( C) Insulin certified Ullder section 506 of the 

Pederal Food, Drug, and Cosmetic Act. 

comments on p. 79 and p. 74, I a.ssume that enteral.s 

(D) e ~ce ,a. \ 11..dv ~ ~ .r f"Nl'rl.tJ. ~} ~ 
'' co..i &<' d h=i~e , ,.,-C.si c..t'I cJ. r :1 

. . ···;.-
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1 are covered cmly as 1wme IV drugs (i.e., they're not 

2 subject to a rebate or to tht <YU:t-of-porkt limit) and 

3 parenterals a~ covered as ocmered o-utpatU»it drugs 

4 (i.e., they're suldect to a rebate and the out-of-pocbt 

5 limit)]. 

6 "(3) The term 'covered outpatient drug' does not in-

7 elude any product-

8 "(A) which is admiDistered through infusion in 

9 a home setting mtless the product is a covered home 

10 infusion dro.g (as defined in paragraph (5)); 

11 "(B) when furnished as pa.rt of, or as incident 

12 to, any other item or service -fli1eoierti. -(other than 

: :. . physicians' services~ for which payment ma.y be x ma.de under this title; or 

15 "(0) which is J.isred under paragraph (2) of sec-

c(-S~ 16 
0 .......... 

tion 1927(d) (other than subpara.graph (B), (I), or 

(J) of such subparagraph) as a drug which ma.y be 

excluded from coverage under a State plan Wld.er 

title XIX and which the Secretary eleets to exclude 

from coverage under pa.rt B. 

~I ii 

Cl~ 18 
r1 ... ~;) 19 
v ~,- 20 

21 11 (4) For purposes or paragraph (2), the term 'medi-

::!2 :--e-,11? accapted indication', with respect to the use of an 

23 outpatient drug, includes any use which has been approved 

24 by the Food and Drug Administration for the drag, a.nd 

25 includes another use of the drug if-

July 7, 1994 (11:S3 a.m.) 
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1 drug or an enteral nutrient dispensed to an individual 

2 that-

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

14 

IS 

16 

1/ 

18 

lQ 

20 

21 

L.i 

23 

24 

25 

Juli• 'T, 1994(11 :33 a.m.) 

"(i) is administered intravenously, 

subcutaneously, or epidurally, using an EWCess device 

that is inserted in to the body and an infusion device 
{( (),.,+ u.ti~,nuk~ OJ" 
~or through other melU1S Clet.erm.ined by the Sec· 

retary]t-0 control the rat.e of flow of the ~ 
"(ii) is administered-

"(I) in the individual's home (including an 

institution used as the individual's home, other 

than a hospital under subsection (e) or a skilled 

nursing facility that meets the requ4-ements of ' 
.......du.. r' '°j "' d..o. l1 ...fr. a4- n f'OJ t:,..< I 

section 1819(a)J, Or l,U'lc:f O- )',.\-1 e I g" ~ 

"[Review: (Crane amendment)] (1I) in a fa .. 

cility other than the individual's home if the ad­

ministration of the drug at the facility is deter­

mined by the Secretary to be cost-effective (in 

accordance with sucl:i miteria as the Secretary 

may establish); and 

"(iii) (I) is an anti'biotic drug and the Secretary 

has not determined, for the specific drug or the indi .. 

<·-tti"ion to whieh the drug is applied, that the drug 

cannot generally be aAministered safely a.nd effec­

tively [Review effect of C'NJJne ammuiment (if any):] 

in a home setting, or 

;--.---···-·•• J 0
1 
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''(II) is not an antibiotic drug and the Sec­

retary has determined, for the specific drug or the 

k..dic~tion to which the drug is applied, that the 

dru.g can gener&lly be administered safely and effec· 

tively [R.eview (aee abotie): in a home setting). 

11 (B) Not later than January 1, 1998, (and periodi· 

i c.::..lly thereafter), the Secretary shall publish a list of the 

8 drugs, aIJ.d indications for such drugs, that are_ covered 

" ::..~~o iw.~:;bn drogs, with respect to which home infusiOll 

10 drug therapy may be provided under this title.". 

11 (c) CONFORMING AMENDME~S RJilPEALING SEPA· 

12 RATE COVERAGE OF .CERTAIN DRUGS AND PRoDUCTS.­

U ~l) Section 1861(s)(2) (42 U.S.C. 1395x(s)(2)) is 

11 (D) by striking subpa.ragraphs (0), (P), a.ud 

'. (Qj. 

'.2) Section 1861 (42 U.S.C. 1895:x:) is am.ended by 

24 striking the subsection (jj) added by section 4156(a)(2) 

25 of OBRA-1990. 

July?, 1994 (11 :33 a.m.) 
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1 (3) Section 188l(b) (42 U.S.C. 1395rr(b)) is 

2 a.mended-

3 (A) in the first sentence of paragraph (1)-

4 (i) by striking ", (B)" and inserting ", and 

5 (B)", and 

6 (ii) by striking ", and (C)" and all that 

7 follows and inserting a period; 

8 (B) in paragraph (11)-

9 (i) by striking "(ll)(A)" and inserting 

10 "(11)", and 

(ii) by striking su~pa.ragraphs (B) and (C). \ r 
___..,(~) }C(. 

12 SEC. 3102. PAYMENT RULES AND RELATED REQUIREMENTS { ~ 6 I ( 1) / 1) 

11 

13 FOR COVERED OUTPATIENT DRUGS. 13 o,,.,..""4.e'- .b_; 
{}-JJ..1n.!J 

(a) IN GENERAL.-Section 1834 (42 u.e.c. 1395m),,\A.sd -h,J () 14 

15 is amended by inserting after subsection °(c) the following r-r/-. cJ"'
10 

a.{(~ I. 
16 new subsection: . _L _..L_ ... .,... J_,Jt,,~I 

lrtU.•~ ) ,., 
- ptJ.r {4 

"(d) PAYMENT FOR .AND CERTAIN ltEQUIREMENTS 1"" • .i ,!./~ 
~~ ''r a pun" .._,>-

18 0oNCERNING COVERED OUTPATIENT DRUGS.-

17 

19 "(l) DEDUCTIBLE.-

20 "(A) IN GENERAL.-Payment Bh&ll be 

21 made under paragraph (2) owy for expenses in-

22 cl.llTed by an individual for a covel'ed outp&tient 

23 drug during a calenda.r year after the individual 

24 has incurred expenses in the year for such 

25 drugs (during a period in which the individual 

July 7, 1994 (11:33 a.m.) 

"11 1' . '1 1 
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1 is entitled to benefits under tills pert) equal to 

2 the deductible amount for that year. 

3 "(B) DEDUCTIBLE AMOUNT.-

4 "(i) For purposes of subparagraph 

S (.i\.), the deductible amount is-

6 "(I) for 1998, an a.mount eq 

7 to $500, increased by the average an-

8 

10 

11 

12 

14 

15 

16 

17 

18 

20 

21 

?2 

2~ 

24 

July 7, 1994(11 :33 a.m.) 

nual pereentage increase in the per 

capita gross domestic product (in cur­

rent dollars, as published by the Sec­

retary of Commerce) dwing the 5-

yea.r period endin&' with the second 

previous year and by the percent.age 

increase computed und.er· section 

8206(b) of the Health Security Act 

for 1998; and 

'' (Il) for any succeeding year, the 

amount applicable under this subpara­

graph for the previous year, increased 

by the percentage increase computed 

under section 8206(b) of the Health 

Security Act for that suooeedmg year. 

"(ii) The Secretary shall promulgate 

the deductible amount for 1998 and ~h 

-··· ·---- - -- -
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1 succeeding year not later than October l 

2 of the previous yea.r. 

3 "(C) SPECIAL RULE FOR DETERMINATION 

4 OF EXPENSES INCURRED.-In determining the 

5 

6 

7 

8 

amount of expenses incurred by an individual 

for covered outpatient drugs during a year for 

ptll'p08es of subparagraph (A), there shall not 

be included any expenses incurred with respect 

9 to a drug to the extent such expenses exceed 

10 the payment basis for such drug under para-

11 graph (3). 

12 "(2) PAYMENT AMOUNT.-

!~ "(A) IN GENERAL.-Subject to the deduct-

14 ib1e established under para.graph ·(l), the 

15 a.mount payable under this part for a covered 

16 outpatient drug furnished to e.n individual dur-

17 ing a calendar year shall be equal to-

18 "(i) 80 percent of the payment basis 

1° described in paragraph _(3), in the case of 

20 an individual who has not incurred u-

21 penses for covered outpatient drugs durizli 

-,. ! the year (includWg the deductible imposed 

23 under paragraph (1)) in excess of the out-

24 of-pocket limit for the year under subpara-

25 graph (B); and 

July 7, 11194(11 :33 a.m.) 

t . 
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"(ii) 100 percent of the payment basis 

described in paragraph (3), in the case of 

any other individual . 

"(B) OUT-OF-POCKET LIMIT DE-4 

s 
6 

7 

8 

SCRIBED.-

10 

11 

12 

13 

14 

15 

16 

17 

18 

i9 

20 

21 

24 

JJly 1. 19&4 (11:33 a.m.) 

"(i) For purposes of subparagraph 

(A), the out-of-pocket limit for a year is 

~~to- \ 

"(I) for 1998, $1000, increaa k' ~ 
by the average 8.lWUal percentage in· \ .) ~"- (' ~ 

\T tC> 
crease in the ,per capita gross domes- ~ r 
tic product (in current dollars, aa pub· 

lished by the Secretary of Commerce) 

during the 5-year period ~ndi.ng with 

the second previous year and by the 

percentage increase computed under 

section 8206(b) of the Health Secu-

rity .Act for 1998; and 

"(II) for any succeeding yeu, the 

amount applicable under this subpara­

graph for the previous year, increased 

by the percentage increase computed 

under section 8206(b) of the Health 

Security Act for that succeed.mg year. 

.. "'i_. __ . 
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1 "(ii) The Secretary shall promulgate 

2 the out-of-pocket limit for 1998 and each 

3 succeeding year not later than October 1 

4 of the previous year. 

5 "(C) SPECIAL RULE FOR DETERMIN.A.TIO 

6 OF EXPENSES INCURRED.-ln determining the 

7 

8 

9 

10 

amount of expenses incUITed by an individual 

for covered outpatient drugs during a year for 

purposes of subparagraph (A), there shall not 

be included any expenses wCWTed with respect 

11 to a drUg to the uteat such expenses exeeed 

12 the payment basis for such drug under para-

13 graph (3). 

14 "(3) PAYMENT BASIS.-For P11:1"P08'!S ·of pa.ra-

15 graph (2), the payment basis is the lesser of-

1 6 "(A) the actual charge for a covered out-

17 patient drug, or 

18 "(B) the applicable payment limit est.ab· 

19 lished Wlder paragraph ( 4). 

20 11 (4) PAYMENT LIMITS.-

21 "(A) PAYMENT LOOT FOR SINGLE BO'UBOE 

22 DRUGS AND MULTIPLE SOUBCB DRUGS WITH 

23 RESTRICTIVE PRESCRIPTIONS.-In the case of a 

24 eovered outpatient drug that is a. multiple 

25 source drug which has a restrictive prescription, 

July 7, 11194(11::13 Lm.) 
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or that is single source drug, the payment limit 

for a payment calculation period is equal to­

"(i) the 90th percentile of the actual 

charges puted on the georn · basis 

specified by tli~~rJirv 

.,._\,~tion period; or 

~the a.mount of the administrative 

allowance (established under paragraph 

( 5)) plus the product of the number of dos· 

·age w:llts dispenses! and the per wiit esti­

mated. acquisition cost for the drui prod­

uct (determined under subparagraph ( C)) 

for the period, 

'· ffBie~ is less. 

"(B) PAYMENT LOOT FOR MUllI'IPLE 

SOURCE DRUGS WITHOUT RESTRICTIVE PRE­

SCRIPTIONS.-ln the case of a drug that is a 

multiple solll'Ce drug which does not have a re· 

strictive prescription, the payment limit for a 

payment calculation period is equal to the 

a.mount of the adm;nistrative allowance (estab­

lished under paragraph (5)) plus the product of 

the number of dosage UDits dispensed and the 

unweighted median of the unit estimated acqui-

...... ·•· •.· .. ··:··· . 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2() 

21 

22 

23 

24 

25 
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sition cost (determined under subparagraph 

(C)) fo:r the drug products for the period. 

"(C) DETERMINATION OF UNIT PRJCE.-

"(i) INITIAL P.AYMENT CALCULATION 

PERIOD.-Subject w clauee (ii), the Sec­

retary shall determine, for the dispensing 

of a covered outpatient drug product in the 

payment calculation period beginning J8.Il­

uary 1, 1998, the estimated acquisition 

cost for the drug product, based upon-

"(I) in t.Q.e case of a single source 

drug or multiple source drug with a 

restrictive prescription, based upon in­

formation from the period beginning 

ill 1994 updaud (in a compound man­

ner) by the percentage cha.nie in the 

consumer price index for all urban 

consumers (U.S. city average) for the 

'i ~2-month periods ending with June 

~ . 1997; or 

'(/ "(II) in the case of a multiple 

source drug without a restrictive pre­

scription, based upon information 

from the most recent year for which 

data is available. 

1' .. 
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"(ii) LIMIT.A.TION.-With respect to 

any covered outpatient drug product, the 

estimated acquisition cost in the payment 

oalculation period described in clause (i) 

may not exceed 93 percent of the published J 
a~ ~ck.r-~e. 

average wholesale price for the dru.g..Qmq 
~...fl_ 6:--rar -ft>~ bc:-_~•'7 .... ;"'3 p( 4i ~ 
-fl:!e pnM,oa payment calcUi'ation pen.od. 

"(iii) 8UBSEQUE1'"T PEIUODB.-The 

estimated acquisition cost for a covered 

outpatient drug product applicable under 

this subparagraph for the dispensing of a 

drug product in a payment calculation pe­

riod beginning in January of eaeh year 

14 (beginning with 1999) ab.all be ~qual to the 

15 _ ~.~~J. o.cf· cost £or the product determined under tbie 

16 (,). subpan.gra.ph for the period ending in 

17 

18 

10 

20 

21 

23 

24 

July 7. ill94 (11 :33 1.m.) 

January of the previous year, increased by 

the uniform percentage inarease deter­

mined under section 8206(a.) for the class 

of services th.at includes prescription drugs 

for the year involved. N otwithstandmg the 

· previous sentence, with respect to any cov­

ered outpatient drug product, such cost 

may not exceed 93 percent of the published 
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47 
~> tJ_k,...rel 

average wholesale price for the drag "Elm ing 
~ ~,.-.o,... -1' 1'-c- ~'\- uf- ~~ 

r; ¢JitU~\ii payment ~alculation period. 

"(iv) COMPLIANCE \VITH REQUEST 

FOR INFORMATION.-If a wholesaler or di­

rect seller of a covered outpatient drug re­

fuses, after being requested by the Sec· 

l'.t'tary, to provide price information re-
, 

quested to carry out clauses (i), (ii), or 

(iii), or delibera.tely provides information 

that is false, the Secretary may impose a 

civil money penaJty of not to exceed 

$10,000 for each such refusal or provision 

of false information. The provisions of see­

tion 1128A (other than subsections (a) e.nd 

(b)) shall apply to civil money penalties 

under the previous sentence in the same 

mal'.lller as they apply to a penalty or pro­

oeeding under section 112BA(a). Informa· 

tion gathered pursuant to clause (i), (ii), 

or (ii) shall not be disclosed except as the 

Secretary determines to be necessary to 

~ out the purposes of this part or to 

enable the Comptroller General to review 

the information. 
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"(D) UPDATES TO P.AY.MENT LildITS.-

N otwithst.a.Dding any other provision of this 

pa.re.graph, the payment limit determined under 

this paragraph with respect to a payment cal- "'? 
culation period may not exceed the payment 

limit for the preceding year, increased by the 

[Remew: (should be same as indez wed for eo1t­

sAolri.ng) percentage increase computed under 

section 8206(b) of the Health Security Act]. 

"(5) ADMINISTRATIVE .ALLOWANCE FOR PUR-

POSES OF PAYMENT LIMIT.-

"(A) IN GENERAL.-Except BS provided in 

subpa.ragraphs (B) and (0), the Mrnjnjstra.tive 

allowance established under this p~ph ie-

"(i) for 1998, an a.mount equal to $ , 

adjusted by the percentage change in the 

consumer price index for all urban con.sum .. 

ers (U.S. city average) for the 4 12·month 

periods end.mi with June 1997; a.nd 

"(ii) for each. succeeding year, the 

amount for the previous year, adjusted by 

the percentage change in the consumer 

price index. for all w-ban consumers (U.S. 

city average) for the 12-month period end­

ing with June of that previous .year. 
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"(B) REDUCTION FOR MAIL ORDER PHAR­

MACIES.-The Secretary may, after consulting 

with representatives of pharmacists, individuals 

enrolled under this pa.rt, and of private insur· 

ere, reduce the administrative allowances estab­

lished under subparagraph (A) for any covered 

outpatient droa' dispensed by a mail order phar­

macy, based on differences between such phar­

macies and other pharmacies with respect to 

opera.ting costs and other economies. 

"(C) No DISPENSING FEE FOR CERTAIN 

DRUGS .AND PRODUCTS.-No admjnjstrative al· 

lows.nee may be provided under this paragraph 

with respect to a.cy of the followizli covered out- .. ~ 

patient drugs: ~ 

"(i) Erytbropoietin. _p.,. ' ~ U i-,.,.{ ~ pr<>' rrJ..;: 
'i) Antigens [Review: furnished by a ec,~ 

plzysici8ll- '• tM d'if!~T'e'nee between this f~~ 
as an incident to 

cian's seroicef]. ( _ \, t 
~lo~ ~J'(«'l~ 

"(iii) Dru~~vided as an incident to 

a physician's service,( ~lq ~f>, c.Jl~, IJ"'- ... u.J 

"(iv) Covered home Wfusion drugs. 

"(6) .AsSURING .APPROPRIATE PRESCRIBING 

AND DISPENSING PRACTICES.-
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''(iii) .ADDITIONAL DUTmB.-ln carry­

ing out this subparagraph, the Secretary 

shall-

"(I) develop public domain soft:­

ware which could be used by phar­

macies to provide the on-line prospec­

tive review; and 

"(II) study the feasibility and de­

sirability of requirine patient diag­

nosis codes on prescriptions and the 

fe8Sl"bility of. expending the prospec­

tive review program to include the 

identification of drug-disease contra-
• .:J! • ~-hr.P. ck ()flJ th: 
mwe&tions) With .over- ·a-counter 

drugs, and drug-allergy interactions. 

"(C) OoUNSELlNG.-[Review: Is there any­

thing l4f here, e~iaUy gi'VBft (B)(ii) above!] 

11 (D) PRIOR AUTHOBIZATION.-

; . 

"(i) DEVELOPMENT OF LIST OF MIS· 

USED DRUGS.-The Secretary shall develop 

(and periodically) update a list of covered 

outpatient drugs which the Secretary bas 

determined, baaed on data collected, may 

be subject to misuse or iDappropriate _use. 

The Secretary shall provide a means for 
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manufacturers to appeal an initial decision 

to include a. drug on the list. 

"(ii) PRIOR AUTHORIZATION F'OR 

DRUGS ON LIST.-The Secretary shall es­

tablish !l-. ~rocess under which (subject to 

cla.u!~j;b( the Secretary [Review: may·.V 

thu qptional or mandato_!Yf] require ad­

vance approval for any covered outpatient 

drug included on the list developed under 

clause (i). -- en- Osl:Uk \x:glg;p: t1J! I a Cl>) 

"(iii) RESTRICTIONS ON DENIAL OF 

.APPROV.AL.-The Secretary may not deny 

the approval of a drug under the process 

established under clause (ii) before its dis-
~ . . ...... 

pen.sin'g1lhe process- --..... 

"(I) provides responses by tele­

phone or other telecommunication de­

vice within 24 hours of a request for 

prior authorization; and 

''(II) provides for the clispensmg 

of at least a. 72-hour supply of a cov· 

ered outpatient presaription drug in 

emergency situations. 

"(iv) STUDY OF EXPANSION TO 

OTHER DRUGS.-The Secretary shall study 
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(1) in the heading-

(A) by striking "PH'YslcIAN", and 

(B) by inserting "BY PHYSICIANS AND 

SUPPLIERS" after "CLAIMS", 

(2) in tbs matter in subparagraph (A) preced­

ing clause (i)-

(A) by striking "For services tarnished on 

or after September 1, 1990, within 1 year'' and 

inserting ''Within 1 year (or 90 days in the 

cue of covered outpatient drugs)", 

(B) by striking '~a service" and inserting 

11an item or service", and 

(C) by inserting "or of providing a covered 

outpatient drug" after "basis" and. · · ' '. 
(3) in subpal'~a~h (A)(i), by inserthii "item 

or" before "servi~ 

(e) SPECIAL RULES FOR C.ARRIEBS.-

(1) USE OF REGIONAL CABBJEBS.-Section 

1842(b)(2) (42 U.S.C. 1395u(b)(2)) is amended by 

adding at the end tbs following: 

"(D) With respect to activities related to covered out-

.,., t:·u.tisr.t drug&, the Secretary ma.y enter into oontracta with 

23 carriers under this section to perform the activit.iea on a 

24 regional basis.". 

July 7, 1994 (11 ;33 a.m.) 

-·--- ·~-··•·•··I •. -···· ···••••-• ..... •·· -~· .. 
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1 and operate (and for related functions with respect 

2 to) the electronic system established under section 

J 1834(d)(8)(B) for covered outpatient drugs under 

4 this pa.rt;". 

5 (3) PAYMENT ON OTHER THAN A COST 

6 BASIB.--Section 1842(c)(l)(A) (42 U.S.C. 

7 1395u(c){l)(A)) is amended-
' 

8 (A) by inserting "(i)" after "(c)(l)(A)", 

Y (B) in the first sentence, by inserting ", 

10 except as otherwise provided in cl&uae (ii)," 

11 a.ft.er "under this part,- and", and. 

12 (C) by adding at the end the following: 

13 "(ii) To the extent that a contram: under this section 

14 provides for a.ctivities related to covered .outpa.ti'ent drug&, . 
1 S the Secretary may provide for payment for those activities 

16 based on any method of payment determined by the Sec-

17 reta.ry to be appropriate.". 

18 

19 

21 

22 

24 

J~d~ 7, 1H4(11::il a.m.) 

·• L- .. • 

(4) BATCH PROMPT PROCESSING OF CT1AIMB,­

Section 1842(c) (42 U.S.C. 1895u(c)) is amended­

(A) in paragraphs (2)(.A.) and (3)(A), by 

striking 
11
Each" an" ~inserting "Except u pro· 

vided in pan.graph ~J each''; 

(B) by adding at the end the following new 

paragraph: 
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I "(ii) in the oase of a non-.innovat.or 

2 

3 

multiple source drui or insulin furnished 

[Ret1iw: (what doe.a th.ii tMan1) over-th0 '? 

counter], 10 percent of the awrage manu- e:i~.Jr 4 

s 
C5 

7 

8 

fJwturer retail price. ~~~ 
"(2) DEPOSIT OF REB.ATES.-The Secret.Ary 

she.11 deposit rebates under this section in the Fed-

eral Supplementary Medical Insurance Trust Fund 

9 established under section 1841. 

~d) CoNFIDENT.ULITY OF !NFORMATION.-Notwitll­

/ 11 s~d.ing a.ny other provision of law, information disclosed ' . 

l)\.i>5 \'J 

\ • .r1l)~ ~ 
~,-4 cY 

\~'rt, 
fr. >~ 

(" ~·' l 

12 by a. manufacturer· under this section is confidential and 

13 sball not be disclosed by the Secretary (or a carrier), 

14 except-

15 

17 

18 

19 

'.?.O 

"(A) . a.s the Secretary determines to be nee· 

essary to carry out this section, 

"(B) to permit the Comptroller General to re­

view the information provided, a.nd 

"(C) to permit the Director of the Congres· 

sionc\l Budget Offi~e to review the information pro-

21 vided. 

22 ''(e) AGREEMENT TO GIVE EQUAL AcCESS TO DIS-

2~ coUNTS.-.An agreement under this subsection by a man· 

24 ufa.ct'W"er of covered outpatient drugs shall guarantee that 

25 the manufacturer will offer, to each wholesaler or ret.ailer 

.iuty 7, 111114 (1 i :33 Lm.) 

~ 

~· 
~ "(r:rJ-

~~ 
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. 1 (or other purchaser representing a group of such whole-

2 salers or retailers) that purchases such drugs on substan-

3 t,iaJJy the same terms (including such terms as prompt 

· 4 payment, ca.sh payment, volume purchase, single-site de-

5 livery, the use of formularies by purchasers, and any other 

6 terms effectively reducing the manufacturer's costs) as 

7 BllY other purchaser (including any institutional .pur-

8 chaser) the same price for such drugs as is offered to such 

9 other purchaser. In determining a manufanturer's compli· 

10 ance with the previous sentence, there shall not be taken 

11 into account terms offered to the Department of Veterans 

12 Affairs, the Department of Defense, or auy public pro-

13 gram. 

14 "(f) DEFINITIONS.-For purposes of tbis section-
'. 

15 '1(1) AVER.AGE WNUF'ACTURER RETAIL 

16 PRICE.-The term 'average manufMturer retail 

17 price' mea.us, with respect to a covered outpatient 

18 drug of a manufacturer for a calendar quarter, the 

1 o r..ver.age price (in.elusive of discounts for cash pay-

20 ment, prompt payment, volume pnrcbases, and re-

21 bates (other than rebates under this section), but u-

''1.'J. clu~~ve of nominal prices) paid t.o the manutaaturer 

23 for the drug in the United States for drugs distrib-

24 uted to the retail pharmacy clus of trade. 

July 7, 1994(t1:33 am.) 
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--- --· ::·- 1 ~the monthly actuarial rate for enrollees age 65 and over, - ~ __ ,. _____ - -

· 2 as determined under subsection (a)(l) and applicable to 

j such month, that is attributable to covered outpatient 
. - -

-· - --·.:. co 4-drugs.". 

.:.-·-· 

5 S&C. 3108. COVERAGE OF HOME INFUSION DRVG THERAPY 

c 
v SERVICES. 

I (a) IN GENERAL.-Section 1832(a.)(2)(A) {42 u.s.c. 
8 1395k(a)(2)(A)) is amended by inserthlg "and home infa. 

'i sion drui therapy services" before the semicolon. 

10 (b) Hom INFUSION DRUG THERAPY SEBvlCEs DE-

11 FINED.-Sootion 1861 (42 U.S.C. 1395x) is amended-

12 (1) by redesignating the subsection (jj) ins~d 

13 by section 41156(a)(2) of the Omnibus Budget Rec-

14 oncilia.tion Act of 19 9 0 as subsectio~ (klt); · and 

15 (2) by inserting after such subsection the fol-

16 lowing new subsection: 

17 "Home Infusion Drug Therapy Services 

18 "(11)(1) The term 'home infusion drug therapy serv· 

19 ices' means the it.ems and s.ervices descn"bed in paragraph 

"f' ~~) fl'.uT.ished to a.n individual who is under the ca.re of 

21 a ph~"$leiia.D-

...... 
: .. _ ... 

25 

July 7. ~994 i1, :33 a.m l 

.. .•. . . ···~ . -···-~.. . . : . . 
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I under an-a.ngements with them made by that pro-

2 vider, and 

3 "(C) under a plan established and peri?dically 
' ;.I 

4 reviewed by a physician. l 

s "(2) The items and services described in this para· 

6 graph are such nursiDg, pha.rmacy, and related services 

7 (including medical supplies, intravenous fluids, delivery, 

8 end equipment) as are necessary to conduct safely and ef· 

9 fectively a drui regimen through use of a covered home 

10 infusion drug (as defined in subsection (t)(5)), but do not 

11 include such coveted home infusion drugs. ) 

lfel"frt~.s~t-r-<l'I· ~~· ~ 12 "(3) t rm 1q · ed home · s1on >therapy 

13 provider' means a.oy entity th.at the Secretary determine& 

14 meet.a the followillg requirements; 

1 S ''(A) The entity is capable of providing or &r· 

16 ranging for the items and services described in P"·nt·· 

17 graph (2) and covered home infusion drugs. 

18 "(B) The entity maintains clinical records on 

19 all patients. 

20 '' ( C) The entity adheres to written protocols 

21 and policies with respect to the provision of items 

22 a.nd services. 

23 "(D) The entity makes services available (as 

24 needed) seven days a week on a 24-hour basis. 

July 7. 1eg4 (11:33 UTI.) 
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1 "(E) The entity coordinates all service with the 

2 patient's physician. 

3 "{F) The entity conducts a quality assessment 

4 a.nd assurance program, including drug regimen r&-

5 view and coordination ol patient care. 

6 "(G) The entity asslll'88 that only trained per-

7 sonnel provide covered home infnsion drup (and any 

8 other service for which training is required to pro-

9 ,;de the service safely). 

10 ''(H) The entity assumes responsibility for the 

11 quality of services provided. by others under arrange· 

12 mente with the entity. 

13 "(I) In the case of an entity in any State in 

14 which State or applicable local l~w. pnmdes for the 

1 S licensing of entities of this nature, the entity (i) is 

16 licensed pursuant to such law, or (ii) is approved, by 

17 the agency of such St.ate or locality responsi"ble for 

18 licensing entities of this nature, as meetmr the 
1

" standards established £or such licensing. 

20 "(J) The entity meets such other requirements 

21 as the Secretary may determine are necessuy to u-

21 sure the safe and effective provision of home infu. 

23 sion drUg therapy services a.nd the eMaient adminjs-

24 tration of the home infusion drug therapy benefit.". 

25 (Jc) PAYMENT.- "' tff--fi...-
1, \ lh~ £cc. ..c~~ II JcJq- ..... ~ ~n· r+H~ 
~ ) - \ • r ("3) ..S~Cl I( "pP b .f.:> L'\ 

'i'" ~a.I. d ~ S.c. r 'brr/.. '"' ~ • ~ • \811 Ar.cl ~Q On t!rt""11 
Ju1y1,1ee4c11:1h_m_1 ~-"'~ -n.., irccrJ· of S ( '• lr'~I 

~::t'-t~~nilh~.f 01"li.:l .&\*-~·' n~l7:--ti._u-111pjf~r..JI ' 
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1 the actual charges for such services or the fee sched-

2 ule established under paragraph (2). 

~ "{2) ESTABLISHMENT OF FEB SCHEDULE.-

~he Seereta.ry shall establish by regulation before 

5 the beginning of 1998 and eacll succeeding year a 

6 fee schedule for home intilsion drug therapy semces 

7 for whic~ plcyrilent ia ·made under this pa.rt. A fee 

8 

9 

10 

11 

12 

13 

14 

1~ 

L 

schedule established under this subsection Bhall be 1 
. . <, °]')..< --""' sct..rcl .. d C ...... -for serlirt' I 

C1n a per diem baslS. ~ ... "";7\.. ,tJ. ~ I""' cfiv"i 4 .A.,,. l.s i"> ()..,,.., ,,.,') 

(3) PRoBIBmON ON CERTAIN REFERRAIS.-~c-~~ ... r.t• 
~"'1 ~ '°'"'" 11 

Section 1877(h)(6) (42 y.S.C. 1395nn(h)(6)) is rci-f ,.,..c( ... Jt ro 

amended by adding at the end the following: c; ~ Cl~+-'r 
(' " rv 'fl. t.J 

"(L) Home infusion drug. therapy serv~ocf '1)-("' 

ices.''. ·• 4c ~~ i'l 
~er..,Uf 

(d) CERTIFICATION.-Section 1835(a.)(2) (42 u.s.c. J ~ 
. ~1 v.\1 c~ 

16 1395n(a)(2)) is amended- ..+'~r,..ah, 

17 

18 

10 

20 

21 
. .., ... 

23 

24 

25 

J~1ly 7, 1994 (11:33 a.m.) 

(1) by striking "a.nd" at the end of subpara.­

pph (E), 

( 2) by striking the period a.t the end of aub· 

paragraph (F) and inserting "; and", and 

( 8) by inserpng after subparagraph (F) the fol-
l • ..o-.vmg: 

"(G) in the case of home intusion drug 

therapy services, (i) such services a.re or were 

required because the individual needed suoh 

" -~ .... . . ......... . 
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1 is amended 'by adding at the end the following new sub-

2 section: 

..,_--c::.._ - ::-:;-- ,____ "(k) With respect to can-yllig out functions relating 
.-

4 to pa)'ment for home infusion drug therapy services and 

. S covered home infusion drugs, the Secretary may enter into 

6 contracts with agencies or organizations under this section 

7 to perform such functions on a regional basis.''. 

8 (g) CONFORMING AMENDMENTS RELATING TO Cov-

9 li&.(:ti.i OF ENTERAL AND PARENTERAL NUTBI!CNTS, SUP· 

10 PLmS, AND EQUIPMENT.-(1) Section 1834(h)(4)(B) (42 

11 U.S.C. 1895m(h)(4)(B)) is amended by strilcina ", aeept 

12 that" and all that foll<JW!I tbrouih "equipment". 

!3 (2) Section 1881(s)(8) (42 U.S.C. 1395x(s)(8)) is 

14 amended by insertillg after "dental" the folJJ;>Wing: "de-

. lS vioes or enteral and parenteral nutrients, supplies, and 

16 equipment". 

J~ly 7, i!K4 (11:3_3 Lm.) 
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QUESTIONS AND ANSWERS 
ABOUT 

THE WAYS AND MEANS 
HEALTH REFORM PROPOSAL 

On June 30, 1994 the Ways and Means Committee approved a substitute to the 
President's proposed health reform plan. The legislation approved by the Committee is 
based on the health reform plan passed by the Ways and Means Health Subcommittee, 
and includes key improvements made by the full Ways and Means Committee. 

This plan offers a simple and logical way of achieving the President's goals of universal 
coverage and cost containment that: 

• Minimizes disruption to our current health care 
system and to the 85% of Americans who already 
have health care insurance 

• Guarantees unrestricted choice of doctors and 
hospitals for all Americans - regardless of income 

• Is affordable to all 

• Ensures and improves the quality of care 

• Creates no new bureaucracies 

• Creates no new broad-based taxes 

Under the plan, every American will be covered by the comprehensive set of 
health care benefits by January 1998 and, by the year 2001, health care inflation 
will be brought in line with the rest of the economy. 

Answer: The Ways and Means plan includes three steps that, together, provide a concrete 
path to health security for all. 



The plan will build on our existing employer-based system to ensure coverage for 
everyone who is connected to the work force. Today, the majority of Americans 
who have health insurance get their insurance through their employer or the 
employer of someone in their family. The plan will expand on this system by 
requiring that all employers pay a share of the premium for their workers. 
Beca.use more than 80 percent of those without insurance are connected to the 
work force, this simple step will provide health insurance to the majority of 
people who are currently uninsured. 

The plan will create a new safety-net program to ensure coverage for those who do 
not have access to an employer-sponsored plan. Although expanding our 
employer-based system will get us most of the way there, it is necessary to make 
sure that people not connected to the work force have a health plan to join. The 
Ways and Means plan will establish a new federal safety-net program -- modeled 
after the popular Medicare program -- to ensure that there is always an easy-to-join 
and affordable health plan available to those without access to an employer­
sponsored or other private health plan. 

The plan will reform our insurance system to make sure that no one will lose or 
be denied coverage . Under the Ways and Means plan, health plans will not be 
allowed to deny coverage to anyone, to cancel a person's coverage, to exclude 
covE·rage for pre-existing conditions, or to charge higher premiums to people 
because they are older or have worse medical histories. These changes will ensure 
that everyone who has coverage can keep it -- and that all those who have been 
denied coverage or canceled from coverage can get it. 

Question: 

Answer:: The Ways and Means plan will slow the rate of growth in health 
costs so a greater portion of our personal -- and national -- incomes are not 
consumed by health care each year. 

Under a new national cost containment system, the rate of growth in health 
spending will be brought in line with increases in the rest of the economy. The 
total amount of money we currently spend on health care will not be decreased, 
but the rate at which this amount is growing will be gradually slowed down. 

Under the plan, national "estimated rates of growth" for health spending will be 
set each year. For the first several years of the program, the estimated rate of 
growth will be gradually reduced until it is brought in line with growth in the rest 
of the economy. 

Through insurance reforms and other provisions, the Ways and Means bill will 
allow the private sector to control private sector costs by encouraging greater 
competition in the health care market. If after five years, these market forces fail 
to control costs, a system of cost containment would go into effect. 

2 



In those states where where market reforms and other state strategies don't work, 
a national "fee schedule" system -- or an alternative system proposed by a new 
national cost containment commission (which will be adopted, rejected, or 
changed by the Congress in 2000) - will be applied. Under the fee schedule system, 
maximum payment rates for medical services would be set, and each year, these 
rat:es would be increased at levels that would keep spending within the target. 

Like they are now, these "fee schedule" rates would be used to pay doctors and 
hospitals who provide care under the Medicare programs. 

By controlling costs in this way, the Ways and Means plan will give the private 
market a fair chance to control costs, will keep fee-for-service medicine affordable, 
and will maintain the kind of delivery system that most patients and providers 
prefer. 

Answer: Every American will be guaranteed a health insurance package that 
covers a comprehensive set of medical benefits, including prescription drugs, 
mental health and substance abuse services, and preventive care. Covered 
minimum benefits will include: 

...... 

.... ·· ..... ; · .. : 

. :~ ',. : 

011tpatient prescription drugs /biologicals 

Mental health and s11bstance abuse seroices .1 

including intensive residential and community 
services 

3 

20% co-pay 

20% psychotherapy 
co-pay for children;· 
20% psychotherapy 
co-pay for first 5 adult 

·.' 

. .'::· 

".~ . 

$10.00 ,. ' 
~.i 

'·.·, 
.·.;' 

$25.00 aduit psycho­
therapy; $25.00 child 
psychotherapy; $30 
intensive non-



In those states where where market reforms and other state strategies don't work, 
a national "fee schedule" system -- or an alternative system proposed by a new 
nahonal cost containment commission (which will be adopted, rejected, or 
changed by the Congress in 2000) -- will be applied. Under the "fee schedule system, 
maximum payment rates for medical services would be set, and each year, these 
rates would be increased at levels that would keep spending within the target. 

Like they are now, these "fee schedule" rates would be used to pay doctors and 
hospitals who provide care under the Medicare programs. 

By controlling costs in this way, the Ways and Means plan will give the private 
market a fair chance to control costs, will keep fee-for-service medicine affordable, 
and will maintain the kind of delivery system that most patients and providers 
prefer. 

Answer: Every American will be guaranteed a health insurance package that 
covers a comprehensive set of medical benefits, including prescription drugs, 
mental health and substance abuse services, and preventive care. Covered 
minimum benefits will include: 

Orttpatie~t hospital services 
. -·. .~. : : :-.. 

r· ·.•· 
:.:.'' 

.;. ... ' ~ . . . .. 
.... ;:.' . . \ . 

. . 

:· '' ... ·:'·• 

l'hysic_ian and other health , .. ,···':;!·;:<:.:·. 

p·rofe~sional visits · .. : . ·<. r/·. · .. ;~.·:<'" : f. :(. ::~ ' •. • 

Medical and other health ~e~ices ·· 
including services and supplies 
provided as part of a physician's care, 
diagnostic , laboratory and other tests, 
surgical dressings, splints and 

. . WYo co-pay ,;., ,_. .,:_.$15.00,_,,}'.ii·:.::' , , · ..... 

---- -.•• ,:~E~;::--·-·---;··:·::rlill·~{ 
casts, durable medical equipment, 
ambulance services, prosthetic 
devices, hearing aids for children, 
physical, occupational and speech 
therapy services, nurse mid-wife services 

011tpatient prescription drugs /biologicals 

Mental heczltli and substance abuse seroices , 
including intensive residential and community 
s,~rvices 

3 

20% co-pay 

20% psychotherapy 
co-pay for children;· 
20% psychotherapy 
co-pay for first 5 adult 

. ;.>jr.\ :-~ .... :.:)~~~:: ~-~·t. :;_'. 

$10.00 

$25.00 adtilt psycho­
therapy; $25.00 child 
psychotherapy; $30 
intensive non~ 



Question: What happens if I want additional benefits to those covered in·the 
standard benefit package? 

Answer: The Ways and Means plan does not in any way limit the amount 
or kind of additional benefits that people can buy. 

4 



The Secretary of Health and Human Services will define ten standard 
supplemental insurance packages that insurers can offer. Any individual who 
wants to purchase supplemental insurance or additional benefits -- either to cover 
services not included in the basic benefit package, or to cover co-pays and 
deductibles -- may purchase these benefits. And, any employer who wants to 
provide benefits that exceed those covered by the standard package can do so, so 
long as they provide the extra benefits to all of their employees equally. 

By establishing a set of standardized supplemental packages, the plan will help 
consumers make meaningful comparisons among supplemental packages, and 
will ensure that consumers are not being offered supplemental insurance for 
benefits already provided in the nationally guaranteed package. 

Question: 

Answer: One of the main objectives of the Ways and Means plan is to fix what is 
wrong with our current system while making as few changes as possible to existing 
relationships among insurers, employers, providers, and consumers, and to the way 
peopl·e already purchase, pay for, and get their health care. As a result, there will 
in general be little disruption -- and few changes -- to the current system. 

Most people will continue to receive their health insurance through private plans 
provided through their employers; employers will retain their role as negotiators 
on behalf of their employees; employees will continue to contribute to their 
coverage through deductions from their paychecks; employers will continue to 
make premium payments directly to insurers; and all the options which currently 
exist for health care delivery -- including fee-for-service and managed care - will 
continue. In addition, employers may choose to offer their employees and 
contribute to a high deductible medical savings account. 

Question: How will this plan affect me, and: tJJ_hllt kind of i::hang~s·,.Y!,iJ(J. s~f:J .. 

Answer: There are several basic and important benefits to everyone. 
Everyone will see a reduction in the rate at which their health premiums 
increase. No one will be denied coverage or lose their coverage when they 
change jobs. Over time, as the cost to employers of providing coverage 
decreases, workers should also see an increase in their wages. 

For most people, the specific changes they will experience in their current 
health care arrangements will be minimal. 

People Who Currently Have Private Health Insurance -- People who 
currently have coverage under an employer-sponsored or other private 

5 

-



health plan will see few or no changes. If their employer is not currently 
contributing at least 80% of the cost of the plan, the employer will be 
required to do so. For people whose current benefit package does not a·t least 
equal the guaranteed national benefit package, they will see an 
improvement in their package to meet these standards. Employers who 
currently provide benefits that exceed the guaranteed national benefit 
package will be required to provide these benefits for another five years. 

Medicare Beneficiaries -- People who currently receive coverage through 
the Medicare program will see no changes, except for an enhancement of 
the Medicare benefit package to include coverage of outpatient prescription 
drugs, colorectal screenings, an improved mamography benefit, and more 
expansive mental health benefits. To help pay for these new benefits, a 20% 
co-pay added for home health services. 

Uninsured Workers -- Uninsured people who work, or who are dependent 
family members of workers, will receive coverage either through a private 
plan offered by their employer, or through the Medicare Part C program. 
Employers will be required to cover at least 80% of the cost of their full-time 
workers' health insurance, and to contribute to the cost of coverage for their 
parlt-time workers on a per-hour worked basis. 

Uninsured, Not Connected to Work force -- People who are uninsured and 
not connected to the work force will be covered under either Medicare Part 
C o:r a private plan. 

Medicaid beneficiaries -- People who currently get their health care through 
the Medicaid program and are connected to the work force will get coverage 
either through ari employer-sponsored private plan, or through the new 
Medicare Part· C program. Medicaid beneficiaries who are not connected to 
the work force will, in general, enroll in Medicare Part C. Most Medicaid 
beneficiaries will see no change in their benefits. Many Medicaid 
beneficiaries who are in managed care plans now, and who do not have free 
choice of doctors, will be able to join a plan that allows this choice. 

Active and retired military in Champus and Eligible Veterans -- People 
who receive their care under the CHAMPUS and Veteran's Administration 
programs will see no change in their current arrangements. 

Question: How much will health coverage cost individuals?~ ~:., ... \' ·; :-

Answer: In general, the maximum amount most people will pay for 
health insurance will be limited to 20 percent of the cost of their insurance. 
Employers will pay 80 percent of the cost of the package for their full-time 
employees, and will contribute for their part-time workers based upon the 
number of hours worked. 
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Under the Ways and Means plan, every insurer will be required to offer the 
guaranteed benefit package for three basic "classes" of enrollment: 
ind.ividual, single-parent, and couple with children. Couples without 
children may choose to purchase two "individual" policies. 

The table below illustrates the estimated cost of the guaranteed benefit 
package, along with the approximate amount that full-time workers will 
pay each year. 

Estimated Cost of Guaranteed National Benefit Package under the 
Ways and Means Plan 

Individual 
Single Parent 
Couple with Children 

Individual Employer Total 

$428 (.21/hr) $1,712 (.84/hr) $2,140 (l.05/hr) 
$834 (.41/hr} $3,336(1.63/hr) $4,170(2.04/hr) 
$1,134(.56/hr} $4,536 (2.22/hr)$5,670 (2.78/hr) 

In general, although premiums will vary somewhat across insurers, 
coverage for a comprehensive set of medical benefits will be available to 
every person -- depending upon family status -- for between about $35 and 
$95 a month. For those whose employers choose to contribute more than 
the required amount, or for those whose employers offer an alternative 
"high-deductible medical savings account" plan, these amounts may be 
even less. 

Question: What about low-income people who canno.t ·affor4 to pay? 

Answer: The plan would make sure that every person can afford to 
purchase the health insurance to which they are entitled, and to use the services 
covered by the guaranteed benefit package. 

Everyone who has an income below 240 percent of poverty (approximately $16,800 
for an individual, and $24,000 for a family of three) will receive help paying their 
premiums. Some low-income people -- including AFDC and SSI recipients and 
people with incomes below the poverty level -- will not have to pay anything 
towards their premiums. 

In addition, people with incomes below the federal poverty level, as well as 
pregnant women and children below 200 percent of poverty and AFDC or SSI 
recipients, will not be required to pay co-payments or deductibles. 
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Question: 

Answer: YES! Everyone, regardless of income level, will be able to choose a 
plan that gives them free choice of doctors and hospitals. People who already have 
a doctor and want to keep that doctor will be able to, and people who currently 
don't have this kind of choice will get it. 

Under the Ways and Means plan, real choice of doctors and hospitals will be 
guaranteed: employers who offer private insurance will be required to make 
available to their employees a plan that allows unlimited choice of doctors, 
managed care plans will be required to allow members to go "out-of-network" to 
get care, and everyone who receives coverage under the Medicare C program - a 
fee for service program -- will have free choice. 

To make sure that access to an affordable free-choice plan is available to all, 
unemployed low-income people and low income people working for small 
employers will be able to enroll in the Medicare C program. 

Question: How: will this·plan-affed_·~he quality of care? 

Answer: The quality of health care provided to us all will be improved. 

Under the Ways and Means Committee plan, the current uneven regulation and 
evaluation of health plans and providers will be replaced by uniform quality 
standards, evaluation, and··reporting. 

Every health plan will have to meet a set of basic national standards that includes 
establishing a quality assurance program, having a grievance and appeals process 
in place, and not operating physician incentive programs designed to reduce the 
number of medically necessary services provided. 

A new national quality assessment program will evaluate the quality of care 
actually provided by health plans and providers. Health plans will be 
assessed to measure the access to health services among their enrollees, the 
appropriateness and outcomes of the services provided, and patients' 
overall satisfaction with their care. States will be required to provide the 
results of these assessments to consumers at least once each year, and to 
take steps to fix any problems that are found. 

As added assurance that people do not "get stuck" in health plans that are 
not meeting their needs, the proposal will ensure that every individual is 
able to change health plans at any time during their first year of enrollment 
in a plan (individuals could make such a change once within the year). 

8 



Answer: People living in rural and inner-city communities often face 
special barriers to obtaining health care that others don't face. These barriers 
include a shortage of doctors and other health care providers, inadequate medical 
faciilities, and an insufficient number of health plans serving these areas. 

The Ways and Means plan includes four initiatives to eliminate these barriers and 
to make access to health care a reality for people in inner-city and rural areas. 

• Grants will be available to all fifty states to help them develop health care 
networks in rural areas. 

• A new program of grants will be made available to local governments and 
health care facilities to help them expand or establish primary and acute care 
networks in underserved areas. 

• Financial assistance will be provided through a new federal trust fund to inner 
city and rural medical facilities to help them meet their capital financing needs. 

• The number of primary care doctors practicing in urban and rural areas will be 
increased by paying Medicare bonuses, and by providing tax incentives to 
primary care doctors in these areas. 

Question: Will the tax treatment of health. benefits be changed?_ . ' · 

Answer: For most people, the way their health coverage is treated for 
tax purposes will remain the same. Just like now, employer contributions 
to health insurance will not be counted as taxable income for individuals, 
and employers will be able to deduct the full cost of contributions made to 
their workers' coverage. 

For those people who are self-employed, however, the tax treatment of 
health insurance will be changed: whereas these individuals are currently 
able to deduct only 25 percent of the cost of their health coverage, under the 
the Ways and Means proposal, self-employed people will be able to deduct 
80 percent cost of the cost of their coverage beginning in 1998. 
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Answer: • Hospitals that are currently overburdened by indigent care and other 
unreimbursed costs will see a dramatic reduction in these 
costs. 

• Those hospitals that are already making innovative changes in the 
delivery system will be able to continue pursuing these 
innovations. 

• Doctors who want to continue practicing in a fee-for-service setting 
will be able to, and opportunities for those who prefer to 
practice in high quality managed care settings will be increased. 

• Burdensome billing and administrative procedures will be 
eliminated for both doctors and hospitals by the use of uniform 
electronic claims, medical records, and entitlement verification 
systems. 

• Doctors and hospitals who currently serve Medicaid patients 
will see a significant increase in reimbursement for care 
provided to these patients as they are brought into private 
plans and the new Medicare Part C program. 

• Hospitals that serve the vital function of training our nation's 
doctors will receive needed assistance in meeting the costs 
associated with providing this service 

Question: How will small emplqyef~_be :able ·t~ afford tC? ·pay?. ' ... 

Answer: More than half of all employers with fewer than 100 employees 
already contribute to the cost of health coverage for their workers. Among small 
employers who do help pay, the average contribution in 1992 was about $2,300 -­
approximately the same amount, on average, that medium and large firms 
contributed (EBRI, Sources of Health Insurance and Characteristics of the 
Uninsured, 1994). For these firms, and particularly for those that currently offer 
this l1~vel of coverage to all their employees, providing coverage under the Ways 
and Means Committee plan will result in minimal if any additional payments. 

Those small businesses which are currently least likely to help pay for their 
employees health coverage are low-wage businesses with fewer than 50 
employees. The Ways and Means plan will help low-wage small 
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businesses who would otherwise have a difficult time making their 
required contributions in several ways. 

Subsidies will be provided to small, low-wage businesses to rec.luce the 
amount they must contribute toward their workers' premiums: firms with 
25 or fewer employees would be eligible for a maximum subsidy of 50 
pero:ent, and firms with 26-50 employees would be eligible for a maximum 
subsidy of 37.5 percent. For companies with 25 or fewer employees, the 
subsidy will reduce the employer obligation for an individual premium 
from about $.85 per hour to about $.42 per hour. For companies with 26-50 
employees, the subsidy will reduce the obligation to about $.53 per hour. 

The new Medicare Part C program will offer small employers a simple and 
affordable way of providing high quality coverage for their employees. 

Question: 
-:.·.··1 .;. •. 

. ;, -~',.. ·.·/~ ..... -~!~: :-~ .. ~~ :.~·~-~.;: .. 

Answer: Under the Ways and Means Committee plan, states will 
have broad flexibility to create the kind of health system that best meets the 
needs and desires of their citizens -- so long as the system meets the 
national goals of universal coverage and cost containment. Those states 
who have already started reforming their systems will be able to continue 
with these reforms, and those who would like to establish their own system 
-- including single payer, managed competition, or employer mandate 
systems -- will be able to. 

States may also see a significant reduction in their health care spending 
under the proposal. As their uninsured residents are brought into the 
heaJl.th care system, the increasingly large share of state and county 
resources being consumed by uncompensated hospital care and indigent 
heaHh care programs should be reduced. 

Question: What does the plan do about ~ong-tei:m care? 

Answer: Meeting the long-term care needs of disabled and elderly 
individuals is one of the most important challenges we face. This requires 
both ensuring the well-being of existing long-term care programs, and 
creating new programs to serve those who don't qualify for these programs. 

The Ways and Means plan will significantly expand the availability of long­
term care for disabled individuals. Under the plan, a new federal program 
will provide home and community based services -- including personal 
assistance services, home modifications, and home health services -- to 
people with severe disabilities, regardless of their age or income. The plan 
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will also preserve Medicaid's existing long-term care program for low­
income Americans. 

Answer: Most of the cost of the program will be covered by 
contributions from employers and individuals. Additional funds will be 
required to pay for improvements to the current Medicare program, the 
new long-term care program, subsidies for low income individuals and 
small, low-wage companies, and assistance to academic medical centers. 
Funds to cover these costs will be raised in four sensible and fair ways: 
savings from slowing the rate of growth in Medicare and Medicaid costs; a 
gradual and moderate increase in the tax on tobacco products; eliminating 
the tax subsidy for health benefits provided through cafeteria plans; and a 2 
percent tax on private health insurance premiums. 

As reported by the Committee, the plan will reduce the deficit by about $2 
billion in the first five years of the program, and will provide additional 
long term savings to reduce the federal deficit. 

Question: 

Answer: No! Fee schedules for medical services and supplies are not 
price controls, and the four common concerns raised about price controls do 
not apply to limits on medical fees. 

The first concern is that price controls require a large bureaucracy in order to 
communicate prices to millions of buyers and sellers, and to make sure 
everyone is charging and paying the right amounts. Fee schedules for medical 
services, however,do not require any "bureaucracy" beyond the few payers -­
public and private insurers - themselves. Each of these payers has a strong 
incentive to know and pay only the right price, and each of the sellers -- doctors 
and hospitals -- has strong incentive not to jeopardize a relationship that 
probably pays the bills for hundreds of patients. In fact, the vast majority of 
private insurers already use some form of fee schedule to establish the 
amounts they will pay for each service 

The second concern is that price controls make the buying and selling of goods 
more complicated. Fee schedules, however, actually simplify the 
administrative aspects of "selling" and "purchasing" health care. In a system 
without fee schedules, doctors and hospitals have to figure out what different 
insurers will pay for their services, insurers have to figure out providers' 
"charges", and disagreements have to be fought over and resolved. With fee 
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' .. 
schedules, everyone knows what they can charge and what they will be 
exp1?cted to pay. 

The third is that price controls only hold costs down temporariiy, and that 
when the controls are removed, inflation comes back at even higher levels 
than before. Fee schedules for medical services, however -- although 
updated and revised -- are never removed. As a result, there is no danger of 
a bout of post-control inflation 

The fourth concern is that price controls lead to "waiting lists" or 
"shortages". Fee schedules for doctors and hospitals, however, do not 
impose any kind of constraint or limit on a medical system's capacity to 
provide needed care. There are no cut-off points after which doctors and 
hospitals will not be paid, and there are no incentives to not provide needed 
care. Under the Ways and Means plan, if spending exceeds the "spending 
target" in a particular year, the fees paid to providers the next year will 
simply be allowed to rise less. 

Question: 

Answer: Some argue that fee schedules will not provide an effective 
means of controlling costs because providers will increase the number of 
services they provide to make up for lost revenues. 

Evidence from this country's Medicare program -- and from the five other 
countries which use fee schedules -- makes clear that while the volume of 
certain services may increase some, fee schedules provide an extremely 
effective way of controlling costs. There are two reasons why this is the case. 

The first is that there are several factors that "naturally" limit how much 
the volume of services and goods will increase. While physicians may well 
be able to tell a patient to come back in for an "extra office visit", other 
providers who do not "prescribe what they provide" -- like hospitals and 
drug companies -- are not so easily able to create extra demand for their 
services. Even among those providers who can "induce demand" though, 
the majority would not choose, for financial reasons, to do unnecessary 
procedures and tests. 

The second is that most fee schedule systems -- like the system in the Ways 
and Means Committee proposal -- have a mechanism built in to adjust fees 
to volume so that the total cost stays within the target. Under the Ways 
and Means plan, as in other effective fee schedule systems, if the volume of 
services rises more than expected in a particular year, increases in the fees 
paid for these services will be allowed to rise less. 
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Committee on Ways and Means -

Recommended Substitute for 
H.R. 3600: The Health Security Act 

as ordered favorably reported June 30, 1994 

======================================================== 

This proposal, as recommended by the Committee on Ways and Means, achieves 
the goals of: 

• uni versa! coverage 
• cost containment 
• a fair way to share these costs 

By drawing on the best of the President's bill, and building upon what works in our 
current system, the Committee recommendation offers a simple, affordable, and 
logical way to create a better American health care system. 

Univeirsal Coverage 
By January 1, 1998, every American would be assured coverage through a health 
insurance plan that provides at least the national standard set of benefits. 

Universal coverage would be achieved through shared responsibility: a requirement 
that individuals purchase health insurance, employers contribute to the cost for their 
employees and their dependents, and the government provide subsidies for low­
income families who cannot afford health insurance on their own. States would be 
given 1broad flexibility to develop alternative approaches to achieving universal 
coverage. 

Expansion of Employer-Based System 
Universal coverage would be achieved by building on the current health insurance 
system. Today, two thirds of Americans receive health insurance coverage through 
their employer or the employer of a family member. For half of the 38 million 
Americans currently uninsured who work full time or are dependents of full-time 
workers, the employer-based system simply would be expanded to include them. 
Small employers would be eligible for subsidies up to fifty percent of their health 
insurance obligation. 

For the great majority of Americans who are insured today, including Medicare 
beneficiaries, the Committee proposal would make few visible changes in how they 
get their coverage or their health care. If they like their doctors, they could still freely 
choose to see them, or they could choose to find a new doctor. And compared to 
proposals that mandate participation in purchasing cooperatives, this proposal causes 
minimal disruption to current insurance purchasing arrangements. 
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For those not connected to the work force and for part-time and seasonal 
workers, a new Medicare Part C would be created. Employers with 100 or 
fewer employees also would be able to insure their workers by enrolling in 
Part C. Those eligible would not have this as their only option, but the 
creation of Medicare Part C would ensure that all Americans have access to 
an affordable health insurance plan. The premium would be set at a level 
sufficient to cover the cost of the Part C plan (i.e., without general revenue 
subsidies). 

Employers would offer employees a choice of health plans that cover the 
guaranteed national benefit package: a managed care plan and a plan that 
offers an unlimited choice of providers. In addition, employers could offer 
employees a high deductible plan combined with a tax-preferred medical 
savings account. This plan would encourage employees to be more cost 
conscious in using health care services. 

Market Reforms and Cost Containment 
Under the Ways and Means proposal, the insurance market would be 
reformed, eliminating cherry-picking, pre-existing condition exclusions, and 
arbitrary limits on certain illnesses and disabilities. Community rating -­
without adjustment for age or illness -- would apply to plans sold to 
individuals and to employers of 100 or less. Administrative simplification 
would reduce the papenvork for doctors and hospitals. 

The creation of a standard benefit package and supplemental insurance 
policies will allow consumers to more easily compare plans. With universal 
coverage, premium growth would be slowed due to reduced cost shifting 
and from slowing the overall growth rate in health care costs. 

A National Health Cost Commission would be formed and charged with 
recommending to Congress whether the system of private sector cost 
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contairunent in the Committee proposal.would go into effect January l, 2001 
or would be modified. The Commission's recommendations would be 
given 'fast track' review by Congress. If the Congress did not decide to do 
otherwise, and if expenditures in a State were in excess of target rates of 
growth, the back-up cost contairunent provisions in this proposal would be 
apjplied in those States not meeting the expenditure targets. 

Financing Health Care Reform 
In addition to the contributions made by employers and employees to cover 
their shared responsibilities for health insurance coverage, the resources 
necessary to finance health care reform -- and subsidize low-income 
individuals and small, low-wage firms -- would be generated from two 
areas. 

Sources of Financing Health Care Reform 
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New revenues would be raised from increasing the cigarette tax 45 cents a 
pack by 1999, eliminating the tax subsidy for health benefits provided 
through cafeteria plans, instituting a two percent tax on health insurance 
premiums, and temporarily retaining a portion of the funds transferred 
bet\veen "non-ernolling" and "ernolling" employers. 

While these new revenues would provide substantial funding, over time the 
largest source of financing would be generated by slowing the growth in 
existing goverrunent insurance programs. While no cuts in government 
expenditures would occur, the growth in the existing Medicaid and 
!'.1ed.ic?..re rrogra~s l_A_rould be slm•.red to the target rates 0! ;;r0~.•.rth !!"! F!i~.r2te 

sector spending and the growth in the national economy. 

Guaranteed Benefits, Freedom of Choice 
The guaranteed national benefit package would include the benefits 
curirently provided under Medicare, plus unlimited hospital care, coverage 
of prescription drugs, preventive services for children without cost-sharing, 
pregnancy-related services, and comprehensive mental health and 
substance abuse treatment services. The addition of prescription drug 
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coverage under Medicare -- with an out-of-pocket maximum of $1,000 -­
would ensure that the cost of pharmaceutical products will no longer 
threaten one's financial health. An out-of-pocket cap for all health services 
would be added to Medicare and to the standard package beginning in the 
year 2003. 

Individuals would be guaranteed the right to choose their own doctor. 
Supplemental insurance policies would provide for additional insurance 
coverage for those who wish to purchase it. And as in current law, 
individuals would always be free to pay out-of-pocket for any additional 
health care services they wanted. 

New Long-term Care Program 
An important first step in providing needed services to individuals with 
severe disabilities would be included through a new program to cover long­
term home and community-based care. Benefits would be provided to 
individuals without regard to age or income. 

Ensuring Quality and Consumer Protection 
The quality of health services would be improved by the creation of a 
national quality improvement program, including standards for utilization 
review procedures and· due process standards for health care providers. 
Health insurers would be required to produce annual report cards on the 
quality of care provided and the level of patient satisfaction in their plans. 
Medical research efforts would be expanded. The Federal government 
would conduct additional outcomes research, and a clearinghouse for the 
dissemination of practice guidelines would be created. 

An expanded national anti-fraud and abuse program would facilitate the 
coordination of State, local and Federal efforts to investigate and prosecute 
fraudulent activities. Patient privacy protections would be established. 

Meeting the Challenge of Health Security for All Americans 
In October of last year, the President placed before us the challenge of 
guaranteeing health insurance coverage to all Americans. Eight months of 
public hearings, community meetings, and discussions among Members of 
Congress produced this proposal, one that -- while it is less ambitious than 
the Administration's bill in restructuring the health insurance market -­
meets the President's challenge of health security for all Americans by a 
ciate certain. 

This is a workable, straight-forward, and fully and fairly-financed means of 
ensuring the health care security of every American, in every corner of our 
country. 

********** 

(7 /1) 
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General Summary 

I. Universal Coverage 
All individuals would be guaranteed coverage under a health insurance 
plan providing at least the national benefit package. Individual choice of 
provider would be guaranteed. Health insurance coverage would be 
provided under private plans, and most Americans would continue to 
receive coverage with little change. A new public, self-financing insurance 
program similar to Medicare would be created as a safety net for those not 
served under the present system. 

II. Individual and Employer Responsibilities 
In general, employers would be required to contribute toward the cost of 
health insurance coverage for their employees and their employee's 
dependents. The minimum employer contribution for a full-time worker 
would be equal to 80 percent of the premium of the plan chosen based on 
the family status of enrollment elected by the employee. Employers could 
provide additional benefits. Employers would be required to make 
contributions for part-time, seasonal, and temporary workers on a per-hour 
worked basis. 

Employers with ~O or fewer employees and an average full-time equivalent 
salary of $26,000 or less would be eligible for a tax credit which would 
reduce their liability for health premiums. The maximum credit for firms 
with 25 or fewer employees would be 50 percent. The maximum credit for 
firms with 26 -50 employees would be 37.5 percent. 

Individuals would be responsible for paying the full premium of the health 
plan in which they enroll, minus their employers' contributions. When the 
program is fully phased-in, low-income families with income below 240 

percent of poverty ($24,000 for a family of three) would be eligible for an 
income-related subsidy for their premium obligation. Individual and 
employer responsibilities would be enforced through the Internal Revenue 
Code. 

III. Benefits 
The national guaranteed benefit package would include the benefits 
cun~ently covered under Medicare, plus the following enhancements: (1) a 
singie <le<luctibie uf $500 per individuai/£750 per iamiiy, (2) inpatient 
hospital services without a separate hospital deductible and without co­
insurance, (3) coverage of prescription drugs with a separate $500 
deductible, 20 percent cost-sharing, and $1,000 out-of-pocket annual limit, 
(4) preventive services for children without cost-sharing, (5) pregnancy­
related services, (6) family planning services, and (7) expanded mental 
health and substance abuse treatment services. Beginning in the year 2000, 

a new Federally financed, State administered program would be created 
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covering long-term home and community-based care services for 
individuals with severe disabilities. 

Medicare benefits also would be enhanced and would include identical 
drug benefits. Beginning in 2003, a cap on out-of-pocket expenditures 
would be added to the standard benefit package and to the Medicare 
program. Families below the poverty level, pregnant women and children 
up to age 18 with family income below 200 percent of the poverty level, and 
AFDC and SSI recipients would receive additional "wrap-around" 
coverage comparable to the scope of benefits now covered under Medicaid. 

IV. State Flexibility 
States would have broad flexibility to establish their own health reform 
plans. States could adopt any type of plan, including single-payer or pure 
managed competition, as long as the plan guaranteed universal coverage 
and controlled health care costs within the State. States could not require 
multi-state employers with at least 5,000 employees nationally to participate 
in a State benefit management program. After a three-year trial period, 
individuals covered under Medicare could be included under a State 
system. 

V. Insurance _Market Reforms, Health Plans and Health Alliances 
Broad insurance market reforms would be instituted. Health plans, 
including self-insured plans, could not deny coverage nor renewal to any 
eligible group or individual. Pre-existing condition exclusions would be 
prohibited. Health plans could choose to sell insurance in one or more of 
five market sectors. Pure community rating would apply to health plans 
sold to individuals and to employers of 100 or less. Employers with 100 
full-time employees or less would be prohibited from self-insuring. Plans 
would be required to ensure due process protections for health care 
providers and abide by new utilization review and prior authorization 
standards. 

Health plans would be required to offer the national guaranteed benefits as 
a separate package. Incentives would be provided for expansion of HMOs 
and rural-based managed care demonstration projects. Standards would be 
established for private supplemental plans providing coverage beyond the 
nationally uniform benefits and for private long-term care insurance. States 
could establish health alliance.3. If u-1aruiat0ry -vv-ithfr1 a State, the alliafo:es 

must be part of a State's overall reform plan, guaranteeing universal 
coverage and controlling costs. Federal grants would be available to 
support health alliance development. 

VI. Federal Responsibilities and Cost Containment 
A new, Federal, safety net insurance program -- referred to as Medicare Part 
C -- would be established for individuals that are not connected to the work 
force, for part-time and seasonal workers, and for low-income persons 



Committee on Ways and Means, June 30. 1994 Page 7 

-
working in firms with under 100 employees. Employers with 100 or fewer 
employees also would be able to insure their workers through Medicare 
Part C. The program would, net of subsidies for low-income persons, be 
fully financed through premiums paid by enrollees and their employers. 

A National Health Cost Commission would be formed and charged with 
issuing annual reports regarding the rate of growth in health care 
expenditures. By the year 2000, the Commission would recommend 
whether the system of private sector cost containment in the Committee 
proposal would go into effect January 1, 2001 or would be modified. The 
Commission's recommendations would be given 'fast track' review by 
Congress. If the Congress did not decide to do otherwise, and if 
expenditures in a State were in excess of target rates of growth, the back-up 
cost containment provisions of Medicare's payment methods would be 
applied in those States not meeting the expenditure targets. 

VII. Public Health Initiatives 

Numerous provisions would strengthen the ability of rural and inner-city 
communities to address their health care needs, including grants for facility 
and network development, assistance for telecommunications linkages, 
incentives for providers locating in underserved areas, and special 
payments to "essential community providers" serving underserved 
populations. 

A new fund would be created to support the research and training function 
of academic health centers. A national work force plan would be prepared, 
and the plan would provide that at least fifty-five percent of all residents 
would be in primary care specialties. 

VIII. Quality and Consumer Protection 
A national quality improvement program would be established. Standards 
for utilization review and provider due process procedures would be 
created. In addition, Medicare's existing rules regarding health care fraud 
and abuse would be extended to all payers. The administrative burden on 
providers would be reduced through implementation of a system of 
administrative simplification. Privacy standards would apply to the 
disclosure of protected health information. 

r.!----!-- TT--11.1.. r"--·- TI-.C--­
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The cigarette tax would be increased by 45 cents per pack over five years. 
An excise tax of two percent would apply to health insurance premiums 
and the expenses of self-insured plans. Health benefits provided through a 
cafeteria plan or flexible spending arrangement would not be excludable 
from an employee's income. A portion of the premiums paid by non­
enroiling employers to enrolling employers would be retained during a 
transition period. The current Medicare hospital insurance tax would be 
extended to all State and local employees. 



AMENDMENT TO 
Title III, Benefits 

of the Chairman's Mark 

Offered by Mr. Thomas 

Amendment to Permit Individual and Family Flexibility in Benefits 

Modify the benefits package as follows: 

The benefits in the guaranteed national benefit package would be subdivided into a 
core benefits package and an auxiliary benefits package. The core package would 
include all benefits included in the mark's guaranteed national benefit package other 
than the benefits listed in the next sentence as options under the auxiliary benefits 
package. The auxiliary benefits package options would include the following benefits: 
hearing and vision devices (hearing aids, contact lenses, and eyeglasses); additional 
adult preventive care; dental care; chiropractic; substance abuse treatment; and 
infenility, fertility and pregnancy termination services; rehabilitation services, including 
home health care; and such additional options as may be determined by the Secretary 
of H~alth and Human Services. 

The 1total premium for the guaranteed national benefit package will be allocated 
between the core benefits package and the auxiliary benefits package. Each year, each 
individual must use $500 per year in actuarially equivalent premium coverage to cover 
options the individual must select from the list of auxiliary benefits. Families must use 
$1,000 in actuarially equivalent premium coverage to cover options the family must 
select from among the list of auxiliary benefits. The remainder of the individual or 
family premium for the guaranteed national benefit package will be used to pay for the 
core benefits package. 

Explanation: 

This amendment would allow individuals and families some degree of flexibility in 
tailoring the guaranteed national benefit package to their own needs. It would also 
permit coverage of several benefits which would not otherwise be available under the 
mark. 



AMENDMENT TO 
Title III and Title VIII 

of the Chairman's Mark 

Offered by Mr. Santorum 

Sm11set of OBRA '93 Vaccine Provisions 

Titlie III, Section 2 (p.21) Guaranteed National Benefit Package 
Titl1e III, Section 11 (p. 51) Other Changes in Medicare Benefits 
Titk~ VIII, Section 8, (p. 165) Revisions to the Medicaid Program 

Add to titles III and VIII: 
"Inclusion of well-baby and well-child services, including immunizations, in the 
guaranteed national benefit package activates the sunset provisions of the 
vaccine entitlement created by OBRA '93 effective on the date of enactment. 

Explanation 

The Chairman's mark (on pages 21 and 51) includes in the guaranteed national benefit 
package "newborn, well-baby and well-child services." The Chairman's mark specifies 
that immunizations would be covered in the package. 

The Chairman's mark (on page 165) provides that state plans under Medicaid would 
discontinue coverage for all items and services covered under the guaranteed national 
benefit package. 

In OBRA 93, Congress created a vaccine entitlement program which was added to 
Titk XIX of the Social Security Act. OBRA 93 included a sunset for the vaccine 
program when broad-based reform of the national health care system provides for 
immunization services. The Chairman's mark clearly constitutes broad-based reform 
and clearly includes immunization services for children in the benefit package. This 
ameindment activates the sunset provision in the OBRA 93 program effective upon date 
of enactment. 

When Congress passed OBRA 93, they included a new entitlement program to provide 
pediatric vaccine for Medicaid-eligible children, American Indians, children without 
health insurance and children who are uninsured for immunizations who go to a 
Fede:rally-qualified health center. At the time the Administration presented legislation 
to Congress, Secretary Shalala justified the need for an entitlement on the. basis of an 
"ineffective " immunization system that resulted in "dismal" vaccination rates. 
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However, the data used by the Secretary to show that there was a need for the new 
entitlement was eight years old. The most recent data shows that as of July 1993, we 
had reached the year 2000 goal of 90% immunization against diphtheria, tetanus, 
pertussis, and polio and were just a few percentage points short of a 90% rate for 
measles, mumps, and rubella. Dr. Walter Orenstein of CDC told the Senate 
Appropriations Committee in May of this year that "immunization levels among 
preschool children today are the highest ever and disease incidence for most of the 
vaceine-preventable disease is at, or near, record low levels." 

Ironically, "children living below the poverty level were less well vaccinated in 1992 
than others." Yet these are the children who already were eligible for free vaccine 
through Medicaid or the public health system before the OBRA 93 program was 
established. 

Studies just completed by the Centers for Disease Control underscore that outreach and 
infrastructure are the keys to achieving and maintaining America's immunization goals. 
Mo:re emphasis should be placed on outreach and infrastructure, the real problems in 
need of resolution. 

The;: OBRA 93 program was financed by this Committee, although this Committee did 
not have the opportunity to provide input on the need for such an entitlement or the 
structure of the program. Implementation of the OBRA 93 vaccine for children 
entitlement is proving logistically difficult and will cost the taxpayers considerably 
mo:re than was originally scored by CBO. 

We are particularly concerned about HHS' plan to use the General Services 
Administration, through a megawarehouse in Burlington, New Jersey, to store, sort, 
and distribute up to 80% of the nation's annual vaccine supply. We are concerned 
about this GSA distribution plan, in light of the fact that the U.S. already has a private 
vac:cine distribution system with demonstrated expertise in delivering pharmaceuticals 
and vaccines in a safe, efficient, and cost-effective manner. GSA has no experience in 
distributing vaccines and may place the goal of increasing immunization rates at risk. 

Thie mark must clarify that the sunset provision of the vaccine program is activated. 
Thie implementation of this program is troubled. 
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Well-Baby and Well Child Services Amendment 
Expected Questions and Possible Responses 

Question: Doesn't this amendment repeal the provision of free vaccine for poor 
children? 

Response: The OBRA 93 vaccine program already contains a sunset provision as 
Congress expected that immunizations would be addressed in health care 
reform. The Chairman's mark clearly covers immunizations and 
therefore the sunset provision should be activated. 

We would also note that Medicaid covered immunizations before the OBRA 93 
program and will continue to cover immunization services. 
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COllPAR!S!OJI OF STARK & <L!NTOJI NH/SA BENEFITS (I f~· .~...fiw-t ~r 9-

STARX: GUARANTEED CLINTON: fITLE I ADVOCATES CON- ~ .. .f"" ~~ 

A. Hospital/ResidGntial Services 
1. General hospitals 

2. Psych:iatr ic hos pi ta ls 

3. Other residential services 
Residential treatment ctrs: 
therapeutic family homes; 
thP.rapeutic gp trtmt homes; 
commun. rP.sidential trtat; 
residential d~tox fac; 
crisi~ residential; 
subst abuse recov ctrs. 

NATIONAL BENEFIT BENEFIT SENSUS OPl'ION ~' c:oi 
-tv<--

qo days annually 

45 days annually 
190 day lifetime. 

135 days Jnnually; 
trade-off 3/1 

30 days w/dang­
erousness, druq 
adjustment or 
somatic tnt for 
addl 30 days. 

sae as geMral 
hospitals abova. 

saae as general 
hospitals above . 

. ., /hos pi tals·:~dcs 
go both wJy3. 
Sec. dev l apptop '1. L ..r· .[_/ 

Stark 

stark 

Stark 

stds for IDqlt ) ;\--r·\1 ~ 'rui 
\ "r Yi~tll ~ 

R. Intensive Non-residential Serviccs(INR) 
~-· Psychiatdc reha~ svcs; 

,-i,...-· day treat11ent(ch1ldren); 
v4JA .. fi iv- behavioral aide svcs; 
il;.f"' ~ in-hone !;vces; 

ambulatory detox svcs; 

~\r ,.... Partial hospitalization 
~ l'\.A ~ll(..&.,L6ilV' 

"i"-ll H . 
f'jf

1 c. Outpatient Services 

la. Evaluation of mental dis 

lb. Screening & assessment; 
rliagno!:is: crisis sves. 

2. Medical\ medication) 
1anaqemt!nt by HD 

3. Somatic treatment 

4. Case manaqement 

90 days ~/20\ first 60-days 
copay; Sec dev w/2-1 trade off 
stds for approp w/inp. res. svcs. 
manaqement. ;!"" w/no copay. 2d 60 

"";\...... _l..\. _ _ days_ has 50t copay. 
I I IVV-0 ft<°'\ , 

unlimited w/20% same as above INR 
copay. 

unlinitcd 1.1/20\ 
copay. 

NIA 

unlimited w/ 20l 
copayaent. 

not coverlld 

90 days w/20\ 
copay: Sec dev 
stds for approp 
management. 

services. 

M/A 

unlimited w/20% 
copay11ent. 

unlimited w/20\ 
copay1ent. 

unli1ited w/20\ 
copayment. 

unlimited w/no 
copay. Plan det. 
need and use. 

100 days w/ 
20\ copay for adults. 
180 days (or unlimited) 
for children. C J 
·1.0 "lo c 1'~1 rrv J::~ tt5 

Saae as above. 

Clint~n 

Clinton 

stark 

Clinton 

lv-pJ\~ - S1Vl'-· 

Oubf ~hJ - C/i\-~ 



.. 

5. Psychotherapy 

5a. Collateral ( f a1il y) 
servic1?s 

6. Substance abuse coun-· 
seling & relapse 
prevention 

D. EPSD'l' Wra~·around 

E. Residual Medicaid Program 

F. Other Considerations 

I. 2001 CQmp. benefit 

2. Catastrophic Cap 

). State pi.lot projects 

4. SupplemE~ntal state proqram 
tor serious HI/SED vi 

;},... O"'D l/O 

i!J~ 
5. organized Systeas of Care 

Stv/L.. 

Unlimited w/50\ 
copay for adults. 
Children pay 20%. 

N/A 

N/A 

UnlimitGd. No ded. 
or copay to 100% 
of pov; sliding 
scale up to 200\ 

States may cont. 
svc not or part 
cover~d by natl 
guaranteed benefit. 

M/A 

N/A '!;n"'itl( -

N/A 

State managed 
mental hlth prog. 
for low incoae 
serious HI/SEO. 
eliq ind qet conp 
SVCS W/O liaitt 
& lower copays. 

H/A 

C~ ~- -~ c_ I~- ~-J~·fi Jr.-.. 
c.fr"I 

~ 5o'/ .. r~ ~\-~ 
30 visits w/50t Clinton w/ 20\ copay 
copay. Addl visits for children 
to prevent hosp r 
at 4/1 trade-off ~'y£-ki>-.~>~ J...~ h')c.c._ 
~ I { p"5 \/C.IM,)o;i~~ ~ 

Within 30 vi~it Clinton a::c ( ~ n 
psychotherapy ben. -,, 1 zd( 

30 gp therapy 
visits after 
inpt/res or INR 
tr1t w/in p~st yr; 
30 addl visits 
at 4/1 trade-off. 

Not in Title I. 
see Sec. 4222 

Not in Title I. 
Cont'd Medicaid 
in Title IV. 

Included as 
undated change 

S2SOO for ind; 
$3000 for family. 
Only inpt/res cost 
included in cap. 

Included 

State submit plan 
by 1998 for inteq 
of pub lh SVCS 

1i1/co1p benefit 
pkqe 

N/A 

Ho position. We haven't 
had time to talk with 
substance abuse 
colleagues. 

Clinton 

Clinton 

see attached paper 
on Comprehensive 
Mental Health 
Proqraa 

See attached specs 
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The Need for Specialty Management and Essential Community 
Provider Authority Within the Mental Health System 

An important goal of healthcare refonn is to ensure that all individuals with severe and 
persistent mental illness obtain needed mental health services. To meet this goal, there 
is a role--perhaps transitional--for specialized management of the mental health aspects 
of the new organized systems of care and the need to involve those specialty providers 
with a demonstrated history of quality services to this population. This specialized 
mental health management and essential provider status are important for the first .s 
years of the transition to national healthcare reform, which should be followed by a 
ree>:amination of the issues by national policy makers. 

Puripose of Essential Community Provider Designation 
Stat.es have the primary role in organizing and funding the delivery of public mental 
health services. To meet the President's proposed national goal of the integration of 
mental heaith services, it is necessary for states to be given the authority to designate 
essential community providers. Among the major benefits of state designation are: 

o continued appropriate access to mental health services for the former patients of 
the public mental health system; 

o provision of the most appropriate mix of mental health services for the needs of 
the individual; 

o assurance of quality services that meet the needs of consumers; 

o cost-effective delivery of services; 

o improved coordination of mental health providers with other public health and 
social service providers which are essential to serving the former public 
population; and 

o assurance that services provided to public mental health clients are "seamless," 
integrated, and without unnecessary disruption in those instances where limits of 
plan coverage may be reached but treatment must be continued using state mental 
health authority and other public resources. 

Patients in the Public Sector Need Protection 
Today, the public mental health sector's typical patient profile is much different than the 
private:: sector's. The public patient is more severely ill with a longer expected duration 
of illm:ss and is financially impoverished by the consequences of their illness. These 
patients need more services of a different nature or approach than the patients served in 

3J~3WWOJ ~ A~~3N3 NO 331IWWOJ 



the private sector. A sudden elimination of public sector providers will leave those 
patients who are most severely ill with grossly inadequate and inappropriate services 
available only through the private sector. States need authority to temporarily ensure 
select public providers remain panicipants in the reformed delivery system while it builds 
new service capacity and expenise to serve an expanded population. 

Jusllllicatlon for Grantin1 States the Authority 
Important considerations exist in selecting those providers which need to be designated 
as essential community providers. These determinations are best made by the states 
because of their Jong history of dominance in the operation, funding and monitoring of 
pub.lie mental health seIVices. Among the major provider selection criteria states can 
most effectively judge are: 

o provider experience in offering an array of clinical services; 

o whether the provider fills a service need that is an essential part of the service 
continuum for former public patients that no other provider could realistically 
perform initially; 

o provider capacity to seive the number and demographic mix of beneficiaries in the 
service area and to ensure that consumers receive the services most appropriate to 
their needs; and 

o provider history of controlling costs and ability ta begin assuming some risk. 

Onct: designated as an essential community provider, mental health agencies will be 
accessible from within the service area regardless of the plan chosen by the consumer. 
This will ensure that current and Jong-term patients of a particular provider will not be 
abruptly withdrawn from e5tablished clinical relationships. 

Mere:er of the Public and Private Mental Health Sector 
Many public mental health providers or delivery systems lack the basic technologies for 
proct:eding with risk-sharing arrangements. In particular, some public programs lack 
specific health insurance expertise such as benefit management, rapid access intake 
systems, management information system support, or the financial and actuarial systems 
essential to compete effectively in these new arrangements. Providers semng the private 
sector have mastered these functions, because of their earlier experience with private 
sector insurance and managed care. Despite its health insurance system competencies, 
the private mental health sector is extremely deficient in the clinical programs and service 
models necessary to treat persons with severe disorders in the most clinically effective 
and foast restrictive manner. 

2 
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Healthcare reform will necessitate a major transition and merger of the public and 
private mental health sectors in order to adapt to an integrated and comprehensive 
system of mental health services with financing based upon risk-sharing principles. A3 
this transition takes place, a major reduction in the number of service providers wilJ 
occur. Public sector patients will not be accessing the same provider systems that have 
ser\'ed them for.many years. The elimination and consolidation of provider capacity has 
been occurring rapidly within the private sector for the past several years and has begun 
an c~xpected rapid acceleration within the public sector. While this unprecedented 
pro•..ider elimination and consolidation process takes place, the temporary allowance of 
stat1~ designation of essential providers is necessary to ensure the smooth transition to the 
merged system of comprehensive mental health services. 

2/25/94 

NC~vfHC 
NASMPD 
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Comorebensive Manged Mental Heajth Program 
(Tc> replace Section 3521, Pilot Program. page 626 of Health Security Act 

States would be authorized to pool federal and state resources to establish a 
cornprchensive array of mental health services. providttl on the basis of uiedical and 
psychological necessity, subject to appropriate management to both guani against unnecessary 
utilmtion !!!Si undcnreatment flexibility should be provided for the state to negotiate for a 
planned phase-in of services and eligibility, but at a minimum a stare would have to cover 
individuals with incomes under 200% of poverty and who have serious mental illness or, in 
the case of children, who have serious emotional disturbance. 

In states which choose this approach, the financing of the comprehensive benefit 
would come from three sources: 

• States would be required to contribute the state-share of Medicaid expenditures for 
acute mental health care to the premium (subject to maintenance of effon requirements 
for future years). and may also conaibute state general revenue funds for a.cure 
services for persons with mental illness 

• The fCderal government would then contribute the federal Medicaid for acute auc 
services (subject to maintenance of eff'on requirement for future years). This would 
include funds for services over the Plan, s limit.~. as well as any services covered by 
Medicaid which are not covered in the Health C.are Reform package (exactly which 
services will be covered, and to what extent. will not be known until the legislation is 
enacted). 

• Reformed health care system would be required to continue to fund mental heallh 
services from the premium as needed (but state and fe.denll funds would supplement, 
in order to ensure a comprehensive service package). 

Individuals living in states with this option: 

• Would enroll in the health plan of their choice: HMO, PPO or fee-for-service 
(those in fee-for-service plans could be subject to higher copayment requirements). 

• Would have access to a fully comprehensive, flexible array of benefits, outlined in 
federal law and more specifically defined at the state level. These services would be 
those reco:mmended by the Mental Health Liaison Group and the Mental Health Work 
Group of the Health Reform Task Force. 

• Would access services through their he.alth plan, which would subcontraC't widl 
agencies providing specialized mental health services which have been licensed and 
certified by the state. 

States which opt for this approach must submit a plan to DHHS for approval. nus 
plan ·co include: 
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Page 60 · 

Add n~on (f); change Other Definitions to (g) 

(f) ORGANIZED SYSTEMS OF CARE FOR CHILDREN 

800 

(1) DEFINITION. For purposes of this subtitle, the term "organized system of 
ca.re" means a deliberately organized, community-based service delivery 
network: for children under age 22 with serious or complex mental or substance 
abuse disorders. Such systems of care have the capacity to: 

(A) lnvol\le and coordinate multiple child-serving agencies and 
providers (including child welfare. e.ducation, juvenile justice, health. 
mental health, and substance abuse). 

(B) Involve families of children with mental and substance abuse 
disorders in treannent planning and service delivery. 

(C) Develop individualized ttcatment plans, through multidisciplinary 
or multiagency teams, that arc recognized and honored across multiple 
child-serving agencies and providers. 

(D) Ensure the delivery and coordination of the array of services 
needed by children with serious or complex mental or substance abuse 
disorders. 

(E) Manage the individualized tteatment plans and respond flexibly to 
treannent needs as they change over time. 

(2) PROVISION OF SYSTEMS OF CARE. Health plans shall ensure that 
mental health and substance abuse services for children under age 22 who have 
serious or complex disorders are provided through an organized system of care. 
Health plans will be deemed to have met this requirement if one of the 
following conditions is met: The plan has established a system of care for 
children enrolled; the plan has established linkages with an existing public 
sector system, or systems. of care in the area, or the health plan is panicipati.ng 
in the development or operation of a joint public-private system of care set up 
~th appropriate public agencies in the health plan area. 
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Mantal Health Benefits under Medicare Parts A and B 

Amendment to be Offered by Mr. stark 

March 16, 1994 

I. Medicare Inpatient Psychiatric Benefit 

The Medicare Inpatient Psychiatric benefit would be amended 
to limit inpatient psychiatric hospitalization to a yearly 
limit of 90 days in general hospitals and 45 days in 
psychiatric hospitals. 

II. Intensive Residential Benefit 

Coverage in intensive residential facilities would be 
provided for up to 135 days with a 3/1 trade-off for 
hospital days. These services would include (i) residential 
detoxification centers; (ii) crisis residential programs or 
mental illness residential treatment programs; (iii) 
therapeutic family or group treatment homes; (iv) community 
residential treatment centers; and, (v) recovery centers for 
substance abuse. 

III. outpatient Mental Health and Sul>stance Abuse Benefits 

The outpatient psychotherapy benefit is amended to provide 
children and adolescents (through age 18) visits with a 20 
percent copayment. 

IV. Intensive Community-based Services 

Additional intensive community services would be covered 
with a 20 percent copayment and a 90-day annual limit. 
These services include (i) psychiatric rehabilitation 
services; (ii) day treatment services for children; (iii) 
behavioral aide services; (iv) in-home services; (v) case 
management services; and, (vi) ambulatory detoxification 
services. 
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Mental Health and Substance Abuse Package 

Amendment to be offered by Mr. Stark 

March 16, 1994 

The Chairman's Mark would be amended to provide the following 
addicional benefits specific to the needs of individuals with 
mental illness and substance abuse disorders. 

I. Enhanced Benefits 

A. Intensive Residential Services 

Coverage would be provided in the following residential 
programs: (i) residential detoxification centers; (ii) 
crisis residential programs or mental illness 
residential treatment programs; (iii} therapeutic 
family or group treatment homes; (iv} community -
residential treatment centers; and, (v) recovery 
centers for substance abuse. 

These services would be available for up to 135 days 
per year. Beneficiaries receiving this benefit would 
have their inpatient psychiatric benefits reduced by 
one day of inpatient care for every three days of 
residential services received. The Secretary would be 
directed to develop standards for the appropriate 
management of these services. 

B. Intensive Community Services 

The following intensive community services would be 
made available: (i) psychiatric rehabilitation 
services; (ii} day treatment services for children; 
(iii) behavioral aide services; (iv) in-home services; 
(v) case management services; and, (vi) ambulatory 
detoxification services. This benefit would be limited 
to 90 total days per year and would have a 20 percent 
copayment. The Secretary would be directed to develop 
standards for the appropriate management of these 
services. 



C. Outpatient psychotherapy visits for children and 
adolescents 

Page 2 

Outpatient psychotherapy visits for children through 
age 18 would be provided with a 20 percent copayment. 

II. Comprehensive Managed Mental Health Programs 

A. State flexibility 

Broad flexibility would be available to States to 
establish comprehensive managed mental health programs. 
The programs would promote the development of 
integrated delivery systems for the management of 
mental health services for low-income adults and 
children with serious mental illness or emotional 
disturbance. The programs would allow individuals to 
continue to receive the services defined in the 
national guaranteed benefit package for mental health 
(as amended by this proposal), but without the limits 
and, at state option, with reduced copayments. 

B. Eligibility 

Eligibility of individuals to participate in 
comprehensive managed mental health programs would be 
based on Federal standards, although States would have 
the ability to define eligibility in greater 
specificity. 

The Federal standards would assure that the State 
programs focused services on adults with serious mental 
illness and children with serious emotional 
disturbance, as evidenced by a need for multiple 
services {either a past history, or prediction of 
future needs), and who have a disorder which is 
expected to last at least one year. 

Limitations on benefits would not apply to individuals 
participating in a comprehensive managed mental health 
program 

C. State Planning and Other Requirements 

States would be required to submit a plan for a 
comprehensive managed mental health program which 
specifies: 
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1. The management, access and referral structure 
which the State would use to promote and achieve 
integration of the basic benefits and other 
appropriate services which the State intends to 
integrate under the State's comprehensive managed 
mental health program 

2. The detailed specifications for the program which 
will assure that eligible individuals have access 
to each service, as appropriate, in the basic 
benefit (including current Medicare benefits and 
the enhanced benefits added by this proposal.) 

3. The definition of "serious mental illness for 
adultsu and "severe emotional disturbance in 
children" within the State's program, based on 
Federal standards 

4. Additional Federal, state, and local funds that 
the state proposes to integrate in order to 
finance the program (e.g., Title IVE, A, and 
Public Education sources) . 



TECHNICAL AMENDMENTS TO STARK 

Over the last three months, the following concerns have been 
raised by constituency groups regarding our use of Medicare 
references in the Health Security Act: 

• Durable Medical Equipment - restricted to use in home; 

• Respiratory therapy - not covered under current Medicare 
home health; 

• Provider types/settings - Medicare contains certain 
restrictions regarding which providers can practice in which 
settings; 

• Routine physical examinations for adults - not included 
under Medicare. 



TECHNICAL AMENDMENTS TO STARK 

Prenatal Services: specify that the no cost-sharing provision 
applies to clinician visits and associated services related to 
prenatal care and 1 post-partum visit. 

Clarify that coverage for contraceptive drugs and devices is 
for those dispensed only upon prescription and subject to FDA 
~roval. 

Additional Preventive Benefits: consider adding screening for 
sexually transmitted diseases for high risk individuals. 

consider adding cholesterol screening every 5 years. 

Clinical trials and investigational treatments: consider adding 
coverage for routine care associated with clinical trials and 
coverage for investigational treatments at the plan's discretion. 

Exclusions: 
be included 
exclusions: 

It appears that three exclusions in the HSA may not 
in current Medicare law. Consider adding these 

in vitro fertilization 
sex change surgery and related services 
private duty nursing 


