Relating to the Oregon Health Fund program; creating new provisions; amending ORS 192.

74t h OREGON LEG SLATI VE ASSEMBLY- - 2007 Regul ar Sessi on

Enrol | ed
Senate Bill 329

Printed pursuant to Senate InterimRule 213.28 by order of the
President of the Senate in conformance with presession filing
rul es, indicating neither advocacy nor opposition on the part
of the President (at the request of Senate Interim Comm ssion
on Health Care Access and Affordability)

AN ACT

Rel ating to the Oregon Health Fund program creating new
provi sions; anmendi ng ORS 414. 221, 414.312, 414.314, 414. 316,
414. 318, 414.320 and 442.011 and sections 2 and 3, chapter 314,
Oregon Laws 2005; appropriating noney; limting expenditures;
and decl ari ng an energency.
Whereas i nproving and protecting the health of O egoni ans nust
be a primary issue and an inportant goal of the state; and
Whereas the objective of Oregon's health care systemis health,
not just the financing and delivery of health care services; and
Whereas health is nore than just the absence of physical and
mental disease, it is the product of a nunber of factors, only
one of which is access to the nedical system and
Wher eas persons with disabilities and ot her ongoi ng conditions
can live long and healthy lives; and
Wher eas Oregoni ans cannot achi eve the objective of health
unl ess all individuals have tinely access to a defined set of
essential health services; and
Wher eas Oregoni ans cannot achi eve the objective of health
unl ess the state invests not only in health care, but also in
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educati on, econon c opportunity, housing, sustainable
environnental stewardship, full participation and other areas
that are inportant contributing factors to health; and

Whereas the escal ating cost of health care is conprom sing the
ability to invest in those other areas that contribute to the
heal th of the popul ation; and

Whereas Oregon cannot achieve its objective of health unl ess
Oregoni ans control costs in the health care system and

Wher eas Oregon cannot control costs unless O egoni ans:

(1) Develop effective strategi es through education of
I ndi vidual s and health care providers, devel opnent of policies
and practices as well as financial incentives and disincentives
to enpower individuals to assune nore personal responsibility for
their own health status through the choices they nake;

(2) Reevaluate the structure of Oregon's financing and
eligibility systemin light of the realities and circunstances of
the 21st century and of what Oregonians want the systemto
achi eve fromthe standpoint of a healthy popul ation; and

(3) Rethink how Oregonians define a 'benefit' and restructure
the m saligned financial incentives and inefficient system
t hrough which health care is currently delivered; and
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Whereas public resources are finite, and therefore the public
resources available for health care are also finite; and

Whereas finite resources require that explicit priorities be
set through an open process with public input on what should and
shoul d not be financed with public resources; and

Whereas those priorities nust be based on publicly debated
criteria that reflect a consensus of social values and that
consi der the good of individuals across their |ifespans; and

Whereas those with nore di sposable private incone wll always
be able to purchase nore health care than those who depend solely
on public resources; and

Whereas society is responsible for ensuring equitable financing
for the defined set of essential health services for those
Oregoni ans who cannot afford that care; and

Whereas health care policies should enphasi ze public health and
encourage the use of quality services and evi dence- based
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treatnent that is appropriate and safe and that di scourages
unnecessary treatnent; and

Whereas health care providers and inforned patients nust be the
primary decision nmakers in the health care systen and

Wher eas access, cost, transparency and quality are intertw ned
and nust be sinultaneously addressed for health care reformto be
sust ai nabl e; and

Whereas health is the shared responsibility of individual
consuners, governnment, enployers, providers and health plans; and

Wher eas i ndividual consuners, governnent, enployers, providers
and health plans nust be part of the solution and share in the
responsibility for both the financing and delivery of health
care; and

Whereas the current health care systemis unsustainable in
| arge part because of outdated federal policies that reflect the
realities of the last century instead of the realities of today
and that are based on assunptions that are no |onger valid; and

Whereas the ability of states to maintain the public's health
Is increasingly constrained by those federal policies, which were
built around 'categories' rather than a commtnent to ensure all
citizens have tinely access to essential health services; and

Wher eas the econom ¢ and denographic environnent in which state
and federal policies were created has changed dranmatically over
t he past 50 years, while the prograns continue to reflect a set
of circunmstances that existed in the md-20th century; and

Whereas any strategies for financing, nmandating or devel opi ng
new prograns to expand access nust address what will be covered
wi th public resources and how those services will be delivered;
ot herwi se, those strategies will do little to stem escal ating
medi cal costs, nmake health care nore affordable or create a
sust ai nabl e system and

Whereas increnental changes will not solve Oregon's health care
crisis and conprehensive reformis required; now, therefore,

Be It Enacted by the People of the State of Oregon:

SECTION 1. { + Sections 2 to 13 of this 2007 Act shall be
known and may be cited as the Healthy Oregon Act. + }

SECTION 2. { + As used in sections 2 to 13 of this 2007 Act,
except as otherw se specifically provided or unless the context
requi res otherw se:

(1) 'Accountable health plan' neans a prepai d managed care
heal th services organi zati on described in ORS 414.725 or an
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entity that contracts with the Oregon Health Fund Board to
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provide a health benefit plan, as defined in ORS 743. 730, through
the Oregon Health Fund program

(2) 'Core health care safety net provider' neans a safety net
provider that is especially adept at serving persons who
experience significant barriers to accessing health care,

I ncl udi ng honel essness, | anguage and cultural barriers,
geographic isolation, nental illness, lack of health insurance
and financial barriers, and that has a m ssion or nmandate to
del i ver services to persons who experience barriers to accessing
care and serves a substantial share of persons w thout health

I nsurance and persons who are enrolled in Medicaid or Medicare,
as well as other vul nerable or special popul ations.

(3) 'Defined set of essential health services' neans the
servi ces:

(a) ldentified by the Health Services Comm ssion using the
met hodol ogy in ORS 414. 720 or an alternative nethodol ogy
devel oped pursuant to section 9 (3)(c) of this 2007 Act; and

(b) Approved by the Oregon Health Fund Board.

(4) 'Enployer' has the neaning given that termin ORS 657. 025.
(5 'Oregon Health Card' neans the card issued by the Oregon
Heal th Fund Board that verifies the eligibility of the holder to

participate in the Oregon Health Fund program

(6) 'Oregon Health Fund' neans the fund established in section
8 of this 2007 Act.

(7) 'Oregon Health Fund Board' neans the board established in
section 5 of this 2007 Act.

(8) 'Safety net provider' neans providers that deliver health
services to persons experiencing cultural, |inguistic,
geographic, financial or other barriers to accessing appropriate,
tinmely, affordable and continuous health care services. 'Safety
net providers' includes health care safety net providers, core
health care safety net providers, tribal and federal health care
organi zations and | ocal nonprofit organizations, governnent
agenci es, hospitals and individual providers. + }

SECTION 3. { + The Oregon Health Fund program shall be based
on the follow ng principles:

file:///UJ/\Web/HFB/Documents_Reports/SB329.htm (4 of 27)8/28/2007 10:49:10 AM



Relating to the Oregon Health Fund program; creating new provisions; amending ORS 192.

(1) Expandi ng access. The state Medicaid program the O egon
State Children's Health I nsurance Programand the Fam |y Health
| nsurance Assi stance Program nust be expanded to include the
current uni nsured population in Oregon to the greatest extent
possi bl e.

(2) Equity. Al individuals nust be eligible for and have
tinmely access to at |east the sane set of essential and effective
heal t h servi ces.

(3) Financing of the health care system nust be equitable,
broadly based and aff ordabl e.

(4) Popul ation benefit. The public nust set priorities to
optim ze the health of Oregonians.

(5) Responsibility for optim zing health nust be shared by
i ndi vi dual s, enployers, health care systens and comuniti es.

(6) Education is a powerful tool for health pronotion. The
health care system health plans, providers and governnent mnust
pronote and engage in education activities for individuals,
comruni ties and providers.

(7) Effectiveness. The rel ationship between specific health
i nterventions and their desired health outconmes nust be backed by
unbi ased, objective nedical evidence.

(8) Efficiency. The admnistration and delivery of health
services nmust use the fewest resources necessary to produce the
nost effective health outcone.
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(9) Explicit decision-making. Decision-naking will be clearly
defined and accessible to the public, including |ines of
accountability, opportunities for public engagenent and how
public input will be used in decision-nmaking.

(10) Transparency. The evidence used to support decisions nust
be cl ear, understandabl e and observable to the public.

(11) Econom c sustainability. Health service expenditures nust
be managed to ensure |long-term sustainability, using efficient
pl anni ng, budgeting and coordi nati on of resources and reserves,
based on public values and recogni zing the inpact that public and
private health expenditures have on each ot her.

(12) Aligned financial incentives. Financial incentives nust be
al igned to support and invest in activities that will achieve the

file:///UJ/Web/HFB/Documents_Reports/SB329.htm (5 of 27)8/28/2007 10:49:10 AM



Relating to the Oregon Health Fund program; creating new provisions; amending ORS 192.

goals of the Oregon Health Fund program

(13) Wellness. Health and wel Il ness pronotion efforts nust be
enphasi zed and strengt hened.

(14) Community-based. The delivery of care and distribution of
resources nust be organized to take place at the comunity | evel
to neet the needs of the | ocal popul ation, unless outcones or
cost can be inproved at regional or statew de |evels.

(15) Coordination. Coll aboration, coordination and integration
of care and resources nust be enphasi zed throughout the health
care system

(16) The health care safety net is a key delivery system
el ement for the protection of the health of Oregonians and the
delivery of community-based care. + }

SECTION 4. { + The intent of the Healthy Oregon Act is to
devel op an Oregon Heal th Fund program conprehensive plan, based
upon the principles set forth in section 3 of this 2007 Act, that
neets the intended goals of the programto:

(1) As a prinmary goal, cover the current uninsured popul ation
in Oregon through the expansion of the state Medicaid program
the Oregon State Children's Health Insurance Program and the
Fam |y Health I nsurance Assi stance Program

(2) Reformthe health care delivery systemto nmaxim ze federal
and other public resources w thout conprom sing proven prograns
supported by federal |aw that ensure to vul nerabl e popul ati ons
access to efficient and high quality care;

(3) Ensure that all Oregonians have tinely access to and
participate in a health benefit plan that provides high quality,
effective, safe, patient-centered, evidence-based and affordable
health care delivered at the | owest cost;

(4) Develop a nethod to finance the coverage of a defined set
of essential health services for Oregonians that is not
necessarily tied directly to enpl oynent;

(5 Allowthe potential for enployees, enployers, individuals
and unions to participate in the program or to purchase primary
coverage or offer, purchase or bargain for coverage of benefits
beyond the defined set of essential health services;

(6) Allow for a systemof public and private health care
partnerships that integrate public involvenent and oversight,
consunmer choice and conpetition within the health care narket;

(7) Use proven nodels of health care benefits, service delivery
and paynents that control costs and overutilization, with
enphasis on preventive care and chroni c di sease nanagenent using
evi dence- based outcones and a health benefit nodel that pronotes
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a primary care nedi cal hone;
(8) Provide services for dignified end-of-life care;
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(9) Restructure the health care system so that paynents for
services are fair and proportionate anong vari ous popul ati ons,
heal th care prograns and providers;

(10) Fund a high quality and transparent health care delivery
systemthat will be held to high standards of transparency and
accountability and all ows users and purchasers to know what they
are receiving for their noney;

(11) Ensure that funding for health care is equitable and
affordable for all Oregon residents, especially the uninsured;
and

(12) Ensure, to the greatest extent possible, that annual
inflation in the cost of providing access to essential health
care services does not exceed the increase in the cost of |iving
for the previous cal endar year, based on the Portl and- Sal em
OR-WA, Consuner Price Index for Al U ban Consuners for Al
Itens, as published by the Bureau of Labor Statistics of the
United States Departnent of Labor. + }

SECTION 5. { + (1) There is established within the Depart nent
of Human Services the Oregon Health Fund Board that shall be
responsi bl e for devel oping the Oregon Heal th Fund program
conpr ehensi ve plan. The board shall consist of seven nenbers
appoi nted by the Governor, subject to confirmation by the Senate
pursuant to section 4, Article Ill of the Oregon Constitution.
The nenbers of the board shall be sel ected based upon their
ability to represent the best interests of Oregon as a whol e.
Menbers of the board shall have expertise, know edge and
experience in the areas of consuner advocacy, nanagenent,
finance, |abor and health care, and to the extent possible shall
represent the geographic and ethnic diversity of the state. A
maj ority of the board nenbers nust consist of individuals who do
not receive or have not received within the past two years nore
t han 50 percent of the individual's incone or the incone of the
individual's famly fromthe health care industry or the health
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I nsurance industry.

(2) Each board nenber shall serve for a termof four years.
However, a board nenber shall serve until a successor has been
appoi nted and qualified. A nenber is eligible for reappointnent.

(3) If there is a vacancy for any cause, the Governor shall
make an appoi ntnent to becone effective imediately for the
bal ance of the unexpired term

(4) The board shall select one of its nmenbers as chairperson
and anot her as vice chairperson, for such terns and with duties
and powers necessary for the performance of the functions of such
of fices as the board determ nes.

(5 A mjority of the nenbers of the board constitutes a quorum
for the transaction of business.

(6) Oficial action by the board requires the approval of a
maj ority of the nenbers of the board.

(7) A nenber of the board is not entitled to conpensation for
services as a nenber, but is entitled to expenses as provided in
ORS 292.495 (2). +}

SECTION 6. { + (1) Wthin 30 days after the effective date of
this 2007 Act, the Governor shall appoint an executive director
of the Oregon Health Fund Board who will be responsible for
establishing the adm nistrative framework for the board.

(2) The executive director appointed under this section may
enpl oy and shall fix the duties and anbunts of conpensation of
persons necessary to carry out the provisions of sections 2 to 13
of this 2007 Act. Those persons shall serve at the pleasure of
t he executive director.
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(3) The executive director shall serve at the pleasure of the
Governor. + }

SECTION 7. { + Except as otherw se provided by | aw, and except
for ORS 279A. 250 to 279A 290, the provisions of ORS chapters
279A, 279B and 279C do not apply to the Oregon Health Fund
Board. + }

SECTION 8. { + (1) The Oregon Health Fund is established
separate and distinct fromthe General Fund. Interest earned from
the i nvestnent of noneys in the Oregon Health Fund shall be
credited to the fund. The Oregon Health Fund may i ncl ude:
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(a) Enpl oyer and enpl oyee health care contributions.

(b) Individual health care prem um contributions.

(c) Federal funds fromTitle XIX or XXI of the Social Security
Act, and state matching funds, that are nmade available to the
fund, excluding Title XIX funds for long termcare supports,
servi ces and adm ni stration, and reinbursenents for graduate
nmedi cal education costs pursuant to 42 U S. C. 1395w h) and
di sproportionate share adjustnments made pursuant to 42 U. S. C
1396a(a) (13) (A) (iv).

(d) Contributions fromthe United States Governnment and its
agencies for which the state is eligible provided for purposes
that are consistent with the goals of the Oregon Health Fund
program

(e) Moneys appropriated to the Oregon Health Fund Board by the
Legi sl ative Assenbly for carrying out the provisions of the
Heal t hy Oregon Act.

(f) Interest earnings fromthe investnent of noneys in the
f und.

(g0 Gfts, grants or contributions fromany source, whether
public or private, for the purpose of carrying out the provisions
of the Healthy Oregon Act.

(2)(a) Al noneys in the Oregon Health Fund are continuously
appropriated to the Oregon Health Fund Board to carry out the
provi sions of the Healthy Oregon Act.

(b) The Oregon Health Fund shall be segregated into subaccounts
as required by federal law. + }

SECTION 9. { + (1)(a) The Oregon Health Fund Board shal
establish a commttee to exanm ne the inpact of federal |aw
requi rements on reduci ng the nunber of O egonians w thout health
| nsurance, inproving Oregoni ans' access to health care and
achieving the goals of the Healthy Oregon Act, focusing
particularly on barriers to reducing the nunber of uninsured
Oregoni ans, including but not limted to:

(A) Medicaid requirenents such as eligibility categories and
househol d i ncone limts;

(B) Federal tax code policies regarding the inpact on accessing
heal t h i nsurance or self-insurance and the affect on the
portability of health insurance;

(C Energency Medical Treatnent and Active Labor Act
regul ati ons that nmake the delivery of health care nore costly and
| ess efficient; and

(D) Medicare policies that result in Oregon's health care
providers receiving significantly |less than the national average
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Medi care rei nbursenent rate. The commttee shall survey providers
and determ ne how this and ot her Medi care policies and procedures
affect costs, quality and access. The commttee shall assess how
an increase in Medicare reinbursenent rates to Oregon providers
woul d benefit Oregon in health care costs, quality and access to
services, including inproved access for persons with disabilities
and i nproved access to long termcare.
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(b) Wth the approval of the Oregon Health Fund Board, the
commttee shall report its findings to the Oregon congressional
del egation no later than July 31, 2008.

(c) The conmmttee shall request that the Oregon congressi onal
del egati on:

(A) Participate in at |east one hearing in each congressional
district inthis state on the inpacts of federal policies on
heal th care services; and

(B) Request congressional hearings in Washington, D.C

(2) The Oregon Health Fund Board shall devel op a conprehensive
plan to achi eve the Oregon Health Fund programgoals listed in
section 4 of this 2007 Act. The board shall establish
subcomm ttees, organized to naxi mze efficiency and effectiveness
and assisted, in the manner the board deens appropriate, by the
Oregon Health Policy Comm ssion, the Ofice for Oregon Health
Policy and Research, the Health Services Comm ssion and the
Medi cai d Advisory Committee, to devel op proposals for the O egon
Heal th Fund program conprehensi ve plan. The proposal s nay
address, but are not limted to, the foll ow ng:

(a) Financing the Oregon Health Fund program including but not
limted to proposals for:

(A) A nodel for rate setting that ensures providers wll
receive fair and adequate conpensation for health care services.

(B) Collecting enployer and enpl oyee contributions and
I ndi vi dual health care prem um contributions, and redirecting
themto the Oregon Heal th Fund.

(C Inplenenting a health i nsurance exchange to serve as a
central forum for uninsured individuals and businesses to
pur chase affordabl e health insurance.

(D) Taking best advantage of health savings accounts and
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simlar vehicles for making health insurance nore accessible to
uni nsur ed i ndi vi dual s.

(E) Addressing the issue of nedical liability and nedi cal
errors including, but not limted to, consideration of a
patients' conpensation fund.

(F) Requesting federal waivers under Titles XIX and XXl of the
Social Security Act, or other federal matching funds that nmay be
made avail able to inplenent the conprehensive plan and increase
access to health care.

(G Evaluating statutory and regulatory barriers to the
provi sion of cost-effective services, including [imtations on
access to information that would enable providers to fairly
eval uate contract reinbursenent, the regulatory effectiveness of
the certificate of need process, consideration of a statew de
uni form credentialing process and the costs and benefits of
| nproving the transparency of costs of hospital services and
heal th benefit plans.

(b) Delivering health services in the Oregon Health Fund
program including but not limted to proposals for:

(A) An efficient and effective delivery system nodel that
ensures the continued viability of existing prepaid nanaged care
heal th services organi zati ons, as described in ORS 414.725, to
serve Medi cai d popul ati ons.

(B) The design and inplenentation of a programto create a
public partnership with accountable health plans to provide,

t hrough the use of an Oregon Health Card, health insurance
coverage of the defined set of essential health services that
neets standards of affordability based upon a cal cul ati on of how
much individuals and famlies, particularly the uninsured, can be
expected to spend for health insurance and still afford to pay
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for housing, food and ot her necessities. The proposal nust ensure
t hat each accountabl e health pl an:

(i) Does not deny enrollnent to qualified Oregonians eligible
for Medi caid;

(ii1) Provides coverage of the entire defined set of essenti al
heal t h servi ces;

(iii) WII develop an information systemto provide witten

file:///UJ/Web/HFB/Documents_Reports/SB329.htm (11 of 27)8/28/2007 10:49:10 AM



Relating to the Oregon Health Fund program; creating new provisions; amending ORS 192.

i nformati on, and tel ephone and Internet access to information,
necessary to connect enrollees with appropriate nedi cal and
dental services and health care advice;

(iv) Ofers a sinple and tinely conpl aint process;

(v) Provides enrollees with information about the cost and
quality of services offered by health plans and procedures
of fered by nedical and dental providers;

(vi) Provides advance disclosure of the estimated out- of - pocket
costs of a service or procedure;

(vii) Has contracts with a sufficient network of providers,

i ncluding but not limted to hospitals and physicians, with the
capacity to provide culturally appropriate, tinely health
services and that operate during hours that allow optinmal access
to health services;

(viii) Ensures that all enrollees have a primary care nedi cal
hone;

(ix) Includes inits network safety net providers and | ocal
comrunity col | aborati ves;

(x) Regularly evaluates its services, surveys patients and
conducts ot her assessnents to ensure patient satisfaction;

(xi) Has strategies to encourage enrollees to utilize
preventive services and engage in healthy behaviors;

(xii) Has sinple and uniform procedures for enrollees to report
clains and for accountable health plans to nake paynents to
enrol | ees and providers;

(xiii) Provides enrollnent, encounter and outcone data for
eval uati on and nonitoring purposes; and

(xiv) Meets established standards for loss ratios, rating
structures and profit or nonprofit status.

(C Using information technology that is cost-neutral or has a
positive return on investnent to deliver efficient, safe and
quality health care and a voluntary programto provide every
Oregonian with a personal electronic health record that is within
the individual's control, use and access and that is portable.

(D) Enpowering individuals through education as well as
financial incentives to assune nore personal responsibility for
their own health status through the choices they nake.

(E) Establishing and naintaining a registry of advance
di rectives and Physician Orders for Life-Sustaining Treatnent
(POLST) fornms and a process for assisting a person who chooses to
execut e an advance directive in accordance with ORS 127.531 or a
PCOLST form

(F) Designing a systemfor regional health delivery.
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(G Conbining, reorganizing or elimnating state agencies
i nvolved in health planning and policy, health insurance and the
delivery of health care services and integrating and streanlining
their functions and prograns to nmaximze their effectiveness and
efficiency. The subcommttee may consider, but is not limted to
considering, the follow ng state agencies, functions or prograns:

(1) The Health Services Conm ssion;

(i1) The Oregon Health Policy Conm ssion;

(i1i) The Health Resources Conmmi ssion;

(iv) The Medicaid Advisory Committee;
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(v) The Departnent of Human Services, including but not limted
to the state Medicaid agency, the Ofice for Oregon Health Policy
and Research, offices involved in health systens pl anning,
offices involved in carrying out the duties of the departnent
with respect to certificates of need under ORS 443. 305 to 443. 350
and the functions of the departnent under ORS chapter 430;

(vi) The Departnent of Consuner and Busi ness Services;

(vii) The Oregon Patient Safety Comm ssion;

(viii) The Ofice of Private Health Partnershi ps;

(i x) The Public Enployees' Benefit Board;

(x) The State Accident |nsurance Fund Corporation; and

(xi) The Ofice of Rural Health.

(c) Establishing the defined set of essential health services,

i ncl uding but not limted to proposals for a nethodol ogy,
consistent with the principles in section 3 of this 2007 Act, for
determ ning and continually updating the defined set of essenti al
heal th services. The Oregon Health Fund Board may del egate this
function to the Health Services Conmm ssion established under ORS
414. 715.

(d) The eligibility requirenents and enrol | nent procedures for
the Oregon Health Fund program including, but not limted to,
proposal s for:

(A) Public subsidies of premuns or other costs under the
program

(B) Streanmined enroll nent procedures, including:

(i) A standardi zed application process;

(i1) Requirenents to ensure that enroll ees denpnstrate O egon
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resi dency;

(iii) A process to enable a provider to enroll an individual in
the Oregon Health Fund programat the tine the individual
presents for treatnent to ensure coverage as of the date of the
treatnment; and

(iv) Perm ssible waiting periods, preexisting condition
limtations or other adm nistrative requirenents for enroll nent.

(C A grievance and appeal process for enroll ees.

(D) Standards for disenrollnment and changing enrol Il nent in
account abl e health pl ans.

(E) An outreach plan to educate the general public,
particul arly uninsured and underi nsured persons, about the
program and the programis eligibility requirenents and enrol | nment
procedur es.

(F) Allow ng enployers to offer health insurance coverage by
I nsurers of the enployer's choice or to contract for coverage of
benefits beyond the defined set of essential health services.

(3) On the effective date of this 2007 Act, the Oregon Health
Policy Conm ssion, the Ofice for Oregon Health Policy and
Research, the Health Services Conm ssion and the Medicaid
Advi sory Conmttee are directed to begin conpiling data and
conducting research to informthe decision-naking of the
subcomm ttees when they are convened. No |ater than February 1,
2008, the Oregon Health Policy Comm ssion, the Ofice for Oregon
Heal th Policy and Research, the Health Services Conm ssion and
t he Medicaid Advisory Committee shall present reports containing
data and recomendations to the subconmttees as foll ows:

(a) The Oregon Health Policy Comm ssion shall report on the
financi ng mechani smfor the conprehensive plan;

(b) The Adm nistrator of the Ofice for Oregon Health Policy
and Research shall report on the health care delivery nodel of
t he conprehensive pl an;
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(c) The Health Services Comm ssion shall report on the
met hodol ogy for establishing the defined set of essential health
servi ces under the conprehensive plan; and

(d) The Medicaid Advisory Commttee shall report on eligibility
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and enrol |l nent requirenents under the conprehensive plan.

(4) The nmenbership of the subcommttees shall, to the extent
possi bl e, represent the geographic and ethnic diversity of the
state and include individuals with actuarial and financi al
managenent experience, individuals who are providers of health
care, including safety net providers, and individuals who are
consuners of health care, including seniors, persons with
di sabilities and individuals with conpl ex nedi cal needs.

(5) Each subcommttee shall select one of its nenbers as
chai rperson for such terns and with such duties and powers
necessary for performance of the functions of those offices. Each
chai rperson shall serve as an ex officio nmenber of the Oregon
Heal th Fund Board. Chairpersons shall collaborate to integrate
the commttee recommendations to the extent possible.

(6) The conmmittee and the subcommttees are public bodies for
pur poses of ORS chapter 192 and nust provi de reasonable
opportunity for public testinony at each neeting.

(7) Al agencies of state governnent, as defined in ORS
174. 111, are directed to assist the commttee, the subcommittees
and the Oregon Health Fund Board in the perfornmance of their
duties and, to the extent permtted by laws relating to
confidentiality, to furnish such information and advice as the
menbers of the commttees, the subconmttees and the O egon
Heal th Fund Board consider necessary to performtheir duties.

(8) The Oregon Health Fund Board shall report to the
Legi sl ative Assenbly not |ater than February 29, 2008. The report
must descri be the progress of the subconmttees and the board
t oward devel opi ng a conprehensive plan to:

(a) Decrease the nunber of children and adults wi thout health
| nsur ance;

(b) Ensure universal access to health care;

(c) Contain health care costs; and

(d) Address issues regarding the quality of health care
servi ces.

(9) The Oregon Health Fund Board shall present a plan to the
Legi sl ative Assenbly not |ater than February 1, 2008, for the
desi gn and inplenentation of the health insurance exchange
described in subsection (2)(a)(C of this section. + }

SECTION 10. { + The Oregon Health Fund Board shall conduct
public hearings on the draft Oregon Health Fund program
conpr ehensi ve pl an devel oped under section 9 of this 2007 Act and
solicit testinony and input from advocates representing seniors,
persons with disabilities, tribes, consuners of nental health
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services, |owinconme O egonians, enployers, enployees, insurers,
heal th plans and providers of health care including, but not
limted to, physicians, dentists, oral surgeons, chiropractors,
nat uropat hs, hospitals, clinics, pharmacists, nurses and allied
heal th professionals. + }

SECTION 11. { + (1) The Oregon Health Fund Board shal
finalize the Oregon Health Fund program conprehensive plan
devel oped under section 9 of this 2007 Act with due consideration
to the information provided in the public hearings under section
10 of this 2007 Act and shall present the finalized conprehensive
plan to the Governor, the Speaker of the House of Representatives
and the President of the Senate no |ater than October 1, 2008.
The board is authorized to submt the finalized conprehensive
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pl an as a neasure request directly to the Legislative Counsel
upon the convening of the Seventy-fifth Legislative Assenbly.

(2) Upon | egislative approval of the conprehensive plan, the
board is authorized to request federal waivers deened necessary
and appropriate to inplenment the conprehensive plan.

(3) Upon | egislative approval of the conprehensive plan, the
board is authorized imediately to i nplenent any el enents
necessary to inplenent the plan that do not require |egislative
changes or federal approval. + }

SECTION 12. { + (1) The Oregon Health Fund program
conpr ehensi ve plan described in section 11 of this 2007 Act mnust
ensure, except as provided in subsection (2) of this section,
that a resident of Oregon who is not a beneficiary of a health
benefit plan providing coverage of the defined set of essenti al
health services and who is not eligible to be enrolled in a
publicly funded nedi cal assistance program providing primry care
and hospital services participates in the Oregon Health Fund
program A resident of Oregon who is a beneficiary of a health
benefit plan or enrolled in a nedical assistance program
described in this subsection may choose to participate in the
program An enpl oyee of an enployer |located in this state may
participate in the programif Oegon is the |ocation of the
enpl oyee' s physical worksite, regardl ess of the enployee's state
of residence.
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(2) Oregon residents who are enrolled in comercial health
i nsurance plans, self-insured prograns, health plans funded by a
Taft-Hartley trust, or state or |ocal governnent health insurance
pools may not be required to participate in the Oregon Health
Fund Program + }

SECTION 13. { + (1) The Adm nistrator of the Ofice for Oregon
Heal th Policy and Research, in collaboration with the Oregon
Heal th Research and Eval uati on Col | aborative and ot her persons
with rel evant expertise, shall be responsible for developing a
pl an for evaluating the inplenentati on and out cones of the
| egi sl ation described in section 11 of this 2007 Act. The
eval uation plan shall focus particularly on the individuals
recei ving health care covered through the state Medicaid program
the Oregon State Children's Health Insurance Program and the
Fam |y Health I nsurance Assistance Program and shall i ncl ude
measures of:

(a) Access to care;

(b) Access to health insurance coverage;

(c) Quality of care;

(d) Consuner satisfaction;

(e) Health status;

(f) Provider capacity;

(g) Popul ati on demand;

(h) Provider and consuner participation;

(i) Uilization patterns;

(j) Health outcones;

(k) Health disparities;

(L) Financial inpacts, including inpacts on nedical debt;

(m The extent to which enployers discontinue coverage due to
the availability of publicly financed coverage or other enployer
responses;

(n) Inpacts on the financing of health care and unconpensat ed
care;

(o) Adverse selection, including mgration to Oregon primarily
for access to health care;

(p) Use of technol ogy;
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(q) Transparency of costs; and
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(r) Inpact on health care costs.

(2) The adm nistrator shall devel op recomendati ons for a nodel
quality institute that shall:

(a) Devel op and pronote nethods for inproving collection,
measur enment and reporting of information on quality in health
care;

(b) Provide | eadership and support to further the devel opnent
of w despread and shared el ectronic health records;

(c) Develop the capacity of the workforce to capitalize on
heal th i nfornmation technol ogy;

(d) Encourage purchasers, providers and state agencies to
| nprove system transparency and public understanding of quality
in health care;

(e) Support the Oregon Patient Safety Comm ssion's efforts to
| ncrease col | aboration and state | eadership to inprove health
care safety; and

(f) Coordinate an effort anong all state purchasers of health
care and insurers to support delivery nodels and rei nbursenent
strategies that will nore effectively support infrastructure
i nvestnents, integrated care and i nproved health outcones. + }

SECTI ON 14. ORS 442.011 is anended to read:

442.011. (1) There is created in the { - Oregon Departnent of
Adm ni strative Services - } { + Departnent of Hunman
Services + } the Ofice for Oregon Health Policy and Research.
The Admi nistrator of the Ofice for Oregon Health Policy and
Research shall be appointed by the Governor and the appoi nt nment
shall be subject to Senate confirmation in the manner prescribed
in ORS 171.562 and 171.565. The adm nistrator shall be an
i ndi vidual with denonstrated proficiency in planning and nmanagi ng
prograns with conplex public policy and fiscal aspects such as
t hose involved in the Oregon Health Plan. Before neking the
appoi ntnent, the Governor nust advise the President of the Senate
and the Speaker of the House of Representatives of the nanmes of
at least three finalists and shall consider their recomendati on
i n appointing the adm ni strator.

(2) In carrying out the responsibilities and duties of the
adm ni strator, the adm nistrator shall consult with and be
advi sed by the Oregon Health Policy Commssion { + and the
Oregon Health Fund Board + }.

SECTI ON 15. ORS 442.011, as anended by section 14 of this 2007
Act, is anended to read:

442.011. (1) There is created in the Departnent of Human
Services the Ofice for Oregon Health Policy and Research. The
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Adm ni strator of the Ofice for Oregon Health Policy and Research
shal | be appointed by the Governor and the appoi ntnent shall be
subject to Senate confirmation in the manner prescribed in ORS
171. 562 and 171.565. The adm ni strator shall be an individual
wi th denonstrated proficiency in planning and managi ng prograns
wi th conplex public policy and fiscal aspects such as those
i nvolved in the Oregon Health Plan. Before making the
appoi ntnent, the Governor nust advise the President of the Senate
and the Speaker of the House of Representatives of the nanmes of
at least three finalists and shall consider their recomendati on
I n appointing the adm ni strator.

(2) In carrying out the responsibilities and duties of the
adm nistrator, the adm nistrator shall consult with and be
advi sed by the Oregon Health Policy Comm ssion { - and the
Oregon Health Fund Board - }

SECTI ON 16. ORS 414.221 is anended to read:
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414.221. The Medicaid Advisory Commttee shall advise the
Adm ni strator of the Ofice for Oregon Health Policy and Research
and the { - Departnent - } { + Drector + } of Human Services
on:

(1) Medical care, including nental health and al cohol and drug
treatnent and renedial care to be provided under ORS chapter 414;
and

(2) The operation and adm nistration of prograns provided under
ORS chapter 414.

SECTION 17. ORS 414. 312, as anended by section 1, chapter 2,
Oregon Laws 2007 (Ball ot Measure 44 (2006)), is anended to read:

414.312. (1) As used in ORS 414.312 to 414. 318:

(a) 'Pharnmacy benefit manager' neans an entity that, in
addition to being a prescription drug clains processor,
negoti ates and executes contracts wi th pharmaci es, nanages
preferred drug lists, negotiates rebates with prescription drug
manuf acturers and serves as an internediary between the O egon
Prescription Drug Program prescription drug manufacturers and
phar maci es.

(b) '"Prescription drug clains processor' neans an entity that
processes and pays prescription drug clains, adjudicates pharmacy
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clains, transmts prescription drug prices and clains data
bet ween pharnaci es and the Oregon Prescription Drug Program and
processes rel ated paynents to pharnmaci es.

(c) 'Program price' neans the reinbursenent rates and
prescription drug prices established by the adm nistrator of the
Oregon Prescription Drug Program

(2) The Oregon Prescription Drug Programis established in the

{ - Oegon Departnent of Adm nistrative Services - } { +
Departnent of Human Services + }. The purpose of the programis
t o:

(a) Purchase prescription drugs or reinburse pharmacies for
prescription drugs in order to receive discounted prices and
r ebat es;

(b) Make prescription drugs available at the | owest possible
cost to participants in the program and

(c) Maintain a list of prescription drugs recomended as the
nost effective prescription drugs available at the best possible
prices.

(3) The Director of { - the Oregon Departnent of
Adm ni strative Services - } { + Human Services + } shal
appoi nt an adm nistrator of the Oregon Prescription Drug Program
The adm ni strator shall:

(a) Negotiate price discounts and rebates on prescription drugs
Wi th prescription drug manufacturers;

(b) Purchase prescription drugs on behalf of individuals and
entities that participate in the program

(c) Contract with a prescription drug clains processor to
adj udi cate pharmacy clains and transmt programprices to
phar maci es;

(d) Determ ne program prices and rei nburse pharnmacies for
prescription drugs;

(e) Adopt and inplenent a preferred drug list for the program

(f) Develop a systemfor allocating and distributing the
operational costs of the program and any rebates obtained to
participants of the program and

(g) Cooperate with other states or regional consortia in the
bul k purchase of prescription drugs.

(4) The following individuals or entities nmay participate in
t he program
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(a) Public Enpl oyees' Benefit Board,;

(b) Local governnents as defined in ORS 174.116 and speci al
governnment bodies as defined in ORS 174. 117 that directly or
i ndi rectly purchase prescription drugs;

(c) Enrollees in the Senior Prescription Drug Assistance
Program creat ed under ORS 414. 342;

(d) Oregon Health and Science University established under ORS
353. 020;

(e) State agencies that directly or indirectly purchase
prescription drugs, including agencies that dispense prescription
drugs directly to persons in state-operated facilities; and

(f) Residents of this state who do not have prescription drug
cover age.

(5) The state agency that receives federal Mdicaid funds and
I's responsible for inplenenting the state's nedi cal assistance
program may not participate in the program

(6) The adm nistrator may establish different rei nbursenent
rates or prescription drug prices for pharnacies in rural areas
to maintain statew de access to the program

(7) The adm nistrator shall establish the terns and conditions

for a pharmacy to enroll in the program A |licensed pharnacy that
is willing to accept the ternms and conditions established by the
adm nistrator may apply to enroll in the program

(8) Except as provided in subsection (9) of this section, the
adm ni strator may not:

(a) Contract with a pharnmacy benefit manager;

(b) Establish a state-nmanaged whol esale or retail drug
di stribution or dispensing system or

(c) Require pharmacies to maintain or allocate separate
I nventories for prescription drugs dispensed through the program

(9) The adm nistrator shall contract with one or nore entities
to provide the functions of a prescription drug clains processor.
The admi nistrator may al so contract with a pharnacy benefit
manager to negotiate with prescription drug nmanufacturers on
behal f of the adm nistrator.

(10) Notw t hstandi ng subsection (4)(f) of this section,
I ndi vidual s who are eligible for Medicare Part D prescription
drug coverage may participate in the program

SECTI ON 18. ORS 414.314 is anended to read:

414.314. (1) An individual or entity described in ORS 414. 312
(4) may apply to participate in the Oregon Prescription Drug
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Program Participants shall apply annually on an application
provi ded by the { - Oregon Departnent of Adm nistrative
Services - } { + Departnent of Human Services + }. The
departnment may charge participants a nomnal fee to participate
in the program The departnent shall issue a prescription drug
i dentification card annually to participants of the program

(2) The departnent shall provide a nmechanismto cal culate and
transmt the program prices for prescription drugs to a pharnacy.
The pharmacy shall charge the participant the programprice for a
prescription drug.

(3) A pharmacy nay charge the participant the professional
di spensing fee set by the departnent.

(4) Prescription drug identification cards issued under this
section nust contain the informati on necessary for proper clains
adj udi cation or transm ssion of price data.

SECTI ON 19. ORS 414.316 is anended to read:

414. 316. The O fice for Oregon Health Policy and Research shall
devel op and reconmmend to the { - Oregon Departnent of
Adm ni strative Services - } { + Departnent of Hunman
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Services + } a preferred drug list that identifies preferred

choi ces of prescription drugs wthin therapeutic classes for
particul ar di seases and conditions, including generic
alternatives, for use in the Oregon Prescription Drug Program
The office shall conduct public hearings and use evi dence- based
eval uations on the effectiveness of simlar prescription drugs to
devel op the preferred drug list.

SECTI ON 20. ORS 414.318 is anended to read:

414. 318. The Prescription Drug Purchasing Fund is established
separate and distinct fromthe General Fund. The Prescription
Drug Purchasi ng Fund shall consi st of nobneys appropriated to the
fund by the Legislative Assenbly and noneys received by the

{ - Oregon Departnent of Adm nistrative Services - }

{ + Departnent of Human Services + } for the purposes
established in this section in the formof gifts, grants,
bequests, endownents or donations. The noneys in the Prescription
Drug Purchasing Fund are continuously appropriated to the

{ - Oegon Departnent of Adm nistrative Services - } { +
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departnent + } and shall be used to purchase prescription drugs,
rei nburse pharmacies for prescription drugs and rei nburse the
departnment for the costs of adm nistering the Oregon Prescription
Drug Program including contracted services costs, conputer

costs, professional dispensing fees paid to retail pharnmaci es and
ot her reasonabl e program costs. Interest earned on the fund shall
be credited to the fund.

SECTI ON 21. ORS 414.320 is anended to read:

414. 320. The { - Oregon Departnent of Adm nistrative
Services - } { + Departnent of Human Services + } shall adopt
rules to inplenment and adm ni ster ORS 414.312 to 414.318. The
rules shall include but are not limted to establishing
procedures for:

(1) Issuing prescription drug identification cards to
i ndi vidual s and entities that participate in the O egon
Prescription Drug Program and

(2) Enrolling pharnmacies in the program

SECTI ON 22. Section 2, chapter 314, Oregon Laws 2005, is
anmended to read:

{ + Sec. 2. +} In addition to the notices required under ORS
183. 335 (15), the { - Oregon Departnent of Adm nistrative
Services - } { + Departnent of Human Services + } shall give
notice to the individual nenbers of any interimor session
commttee with authority over the subject matter of the rule if
t he departnent proposes to adopt a rule under ORS 414. 320.

SECTI ON 23. Section 3, chapter 314, Oregon Laws 2005, is
anmended to read:

{ + Sec. 3. +} Section 2 { + , chapter 314, Oregon Laws
2005, + } { - of this 2005 Act - } applies to rules adopted by
t he { - Oregon Departnent of Adm nistrative Services - }

{ + Departnent of Human Services + } for the Oregon Prescription
Drug Programon or after { - the effective date of this 2005
Act - } { + June 28, 2005 + }.

SECTION 24. { + (1) There is appropriated to the Oregon Health
Fund Board, for the biennium beginning July 1, 2007, out of the
General Fund, the anpbunt of $1 for the purpose of carrying out
t he provisions of sections 2 to 13 of this 2007 Act.

(2) Notwithstanding any other law limting expenditures, the
amount of $1 is established for the biennium beginning July 1,
2007, as the maximumlimt for paynent of expenses from fees,
noneys or other revenues, including Mscell aneous Recei pts, but
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excluding lottery funds and federal funds, collected or received
by the Oregon Health Fund Board. + }

SECTION 25. { + (1) There is appropriated to the Departnent of
Human Services, for the biennium beginning July 1, 2007, out of
t he General Fund, the amount of $1, 215,350 for the purpose of
carrying out the provisions of sections 2 to 13 of this 2007 Act.

(2) Notwithstanding any other law limting expenditures, the
amount of $671,971 is established for the biennium beginning July
1, 2007, as the maximumlimt for paynent of expenses from
federal funds collected or received by the Departnent of Hunman
Services, for the purpose of carrying out sections 2 to 13 of
this 2007 Act. + }

SECTION 26. { + (1) The unexpended bal ances of anobunts
aut hori zed to be expended by the Oregon Departnent of
Adm ni strative Services for the biennium beginning July 1, 2007,
fromrevenues dedi cated, continuously appropriated, appropriated
or otherw se nade avail able for the purpose of adm nistering and
enforcing the duties, functions and powers transferred by the
anendnents to statutes and session |aws by sections 14 and 16 to
23 of this 2007 Act are transferred to and are avail able for
expenditure by the Departnent of Human Services, for the purposes
of adm nistering and enforcing the duties, functions and powers
transferred by the anendnents to statutes and session | aws by
sections 14 and 16 to 23 of this 2007 Act.

(2) The expenditure classifications, if any, established by
Acts authorizing or limting expenditures by the O egon
Departnent of Admi nistrative Services remain applicable to
expendi tures by the Departnment of Human Services under this
section. + }

SECTION 27. { + Sections 1 to 13 of this 2007 Act are repeal ed
on January 2, 2010. + }

SECTION 28. { + The anendnents to ORS 442.011 by section 15 of
this 2007 Act becone operative on January 2, 2010. + }

SECTION 29. { + This 2007 Act being necessary for the
| mredi ate preservation of the public peace, health and safety, an
energency is declared to exist, and this 2007 Act takes effect on
its passage. + }
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