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"(iil in the case of services described in section 

,( 1861(ffl(2HCl, for up to 180 days during any calendar 
, 

year, except that such ~ervices may be furnished to 
the individual'for a number of additional days during 
the year equal to the differellc~ bet,,'een the total 
number of days of intensive residential servic,es ,which 
the individual may receive during the year under part 
A (as determined under section 1812(a)(6») and the 
number of days of such services whlch the individual 
has received during the year,or 

"(iii) in the case of l:iIlY other such services; for up' 
to 90 days during any calendar year, except that such, 
services may ~e ,furnished to the individual for the· 
number of additional' days during ,.the year described 
in clause (ii}!'. ; . , 
(B) REDucrIONiINNUMsER OF· DAYS OF INTENSIVE RESI· . 

DENTIAL SERVICES.-Seetion· 1812(a)(S) (42" U:S.C. 
1395d(a)(S», as ad4edby subsection (b)(l),.is amended-:- .' 

.' .' Wby inserting "(A)" before "such services"; and 
. . (m by strilting the' period at the. end and inserting 

the folloWing: 'f, and (B) reduced by ~ number pf days 
determined by! the Secretary so that .the actuarial 
value of proViding such" number of d,ays. of semces 

'. uncler··this .paragraphto, the individual is equal to the 
actuari.al value.of the days, of.intensive community.. 

";,based serVices !furnished to the' individual under : sec
. don 1832(a)(2)(J) duringihe year after such. services 


'. \,' ':,' have been furnished to' the, individual for 90 days. (or, 
'- ,~., 'ih:--·'tne,·'case: 'of" seiv:ices~ described <in . section 

... ; , 1832(a)(2)(J)(ii), for 180 days) during the year (round· 


, . , . . ed to the.nearest day).". ' , 

.' .' .' (2), SERV1CESDESCRffiED.-Section 18SHID(2)' {42' U;S.C~ . 


'. .. 1395X(ff)(2iUs amended-' . .... ."', '. . '. ; . ' 

",:.':.. .':, ,,',.:<:f\);rn',the· :matter;"PTE;C~(jjng 'subparagraph (Al,"by' 


'" ·:'·.s.t~g'~are~;?,'ahd i.tise,~ing,"a:r~;asfollows:";.·. ". '..';> . 


. .,':'!('';,.;i: "~\:('<"."".'..~,•.•::.B.n:~.:.;._.".),' ... .•....:fnd···.a.s:· .. ...,ca, ...'~.;.,.••.•,:.(,.,~,.l.'.• ..,:,~· ,a.··:' .•....~:." '....•:·.·~ ..·:,~;c ..·.;..,',".· ... ,'. ' ......'.·....<, ..~,:.' ... .. ....·.;r ..l.·,·..p.n .•. e.:, ..,:;.,.. .. ... ..·.:.:ci.·.:e,.:'·.~.·.·.:".·.:.··..se.·.·:.~.',::" .....·,.,,':.·,'aft ','.~.,·.(s'.~.:e).;.'~s~·~"'~'·"'anP., ;.lrrt ...•. ..•...).·, .. •..........:.o.·.;.•....r.:·.~.··.,.· ...e;s,· 
 .. ,'" ·,e.·.·."r,
i;~f,?t:L,: ~;\:,;~i;::::~;~~'~i;';i,~,'\:r;;' ~""", - . .". ~ _

.' ..... ,,' '. . '," ,'"~,,,,' ,';:,,:, (u),bY"aaduig,at.,theeri,dthe'followlrig: . (to_the ex- 'PHOTO" 

.,:::::::.-:,\:j('/?};;J::~.):/::;/:.i'::;~~.' ,'..X:;,;); '{>:.::/f:t~n~;:~Lit~~I:ize~;iu~#;r:S~at(la\\i)';;.:.: .,~:,<:.' '." .'. '., :. IPR .'. '., .COPY' , 

·,'.,.-.""·:,;,.i:i; .•?,.,·,.,;.':,· .• "" .• ,,':',, ",.~' ,(Q:t,by.~dalrig diP~ ,.at:~heend of subparagraph,,(G~, . ; . ,ESE~VA710N 

.. ::",:' , 

, .' 
','.' 

': , 

" ,
',' '.' ','. 

! ., 

" " .,.~:' ',' ,"',",' • 'j'" ,:-(D) ,1n·home servlces; "", . , ~ , 

, :,,: .... ,' ~:\:; , ':','):;; ~'::'~ ';:"fr: .<:,: ,~ ~~ :.::(Et"'Gase ma~agehl,~nt 's~l\;;,ces;- ihcl~ding collateral ,serV

:,: '..:;:::, if ;;,>, ';1';, ,;:'::, '/ '.: ,";" :"" :lces deSIgnated as ,suchl,case 'management services by the. Sec

~~'r.!f:J~'I.~~ ~~~~\"'-:'l·' ',>;-{>,4, ~;~,::; t~·J. 'tetaf.y: . :: ~"" ~ ~, .~ ,"::" '\Y):~"'" ,I, ~:~ :'",' ." :.', "''', c' .• 

'.; :: ,".'" ::,-,:~, ' ~,:;,,::, ·i/,,:::;>.: :.:t-::';;-'· '~(Fj'Ambulatorv"detoxification ;services.". , .' . .', " '., 

.,' , 

'"~~~-"":"":' .'~ 
',;' ',!""., .!:~.;~~::.. pf.·.a" ..'phys'lclan':',~hedollowing: :!~(orj;'itotheextentPermit'ted" . 


,', ';;und~r:tM',law;.qfs,~he:St~t~ ;in.. whicllthe' setvlcesar.e.''(urpislied,': " ,: 


" .\..;~z~~;~;,·;~l;~~~~~"~.e.~ilt~t~,:~~~'::~!")i.:i!';·r)!:;>...... .".,.., ,~"~ .' 
,.
\ . 
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. (4) REQl'IRrNG SER\1CES TO:-'fEET :\lA:.'iAGEME:'i"T STA.."'''"D, 
ARDS.-Section 1861tmlil 142 usc. 1395x(ffinn is amended 
QY stiikingthe period a.t ·the end and insert~ng the I follo\~;ing:' 

. "', but does not inchide any item or service that is not furnished 
in accordance \\'ith standards established by'the Secretary for 
the mariagement of suchiservices.". . 

(5) PROGRAMS ELIGIBLE TO PROVIDE SERVICES.-Section 
1861(fi)(3) (42 U.S.C. 1395x(fi)(3)' is amended to' read as fol· 
~~. . '.. . . 

"(3) A program' descri~ed in this paragraph is a program 
,(whether (?cility-based or freestanding) which is furnished by an 
entity---. '! .' . . 

" , . "(A) legally author~zed to furnish' such a program tinder ' 
State 'law (or.' the State re~latQry mechanism provided by 

, State law) ,or certified t~ fuinish such 'a program by an appro
. ,.priate .accreditatiQIl entit~- approved by. the State in consulta

tion with the Secretary; 'and, . , ' , . , . 
.• ' . ! ~(B)meeting suchpth~r requirements as . the Secretary 

may iil1pose .to flss't;lte .the 'quality of the. intensive community
based'sernces,provided.":. '. . .... "',' ' 

. '.(6) \VAMROF CopAThIENTFoR CASE l'vIA,NAGEMENT SE~V. 
ICES FURNISHED :TO ,CERTAIN' INDIVIDUALS. -'-Section 1832(a)(3) 

:. (42U.S.C; 1395kfa)(2»is,amended::""": '.' .•..... ', ........... .' 
.' . ':(A)iri 'subparagtaph"(B); t>y striking' "or' (E)" :and.in

seitirig~(E),or (F.l7;',.: ":. . :."..... . .' 
. ,(B) J;jy.striking '~and"at the' end ofstibparagraph (D); 

. (C).by .adding·,'!a~d"at" the end of siibparagraph(E); ,
.,:,3l1d·: ';'. :," :,: " •..:'1 .':" .... ' ,:, ... ", .. " ..'"". , .. ',' '.: . 

: ,;. ..... . .., ..gr~;~t!,b~,-:a~.~iIlgar'.th: ,'end:~~e fOl~owing ~,ew~ubpara-
I,"~ :,' ., '_'" ... ,.,.,", :"{E)with.:iespect' :to 'semces:described .iii· section 

1: ::c, .. '.,' " 7:',- ' .. :.' 1832~a)(2)(J),(i) •. ther~t;tiQuht 'dei:eno#i~d'~~ei·.s~b'p~ra: . 

,(~ ;;,;,ic' "'\:',":;'~:""'" .. :::~~?:;;f:j~:c~c~ts~~h\l~,~.lrt1r~;hSt;~~~b~et~~~~~~~ed,Jor 
. "---,, /i'<~"{,~ "; '. "'.:,,: .,''/ >(,7) :eONroRMINq;~l:~ND~tENrS;,:":' fA) .§e,~tion, 1835(~)(2)(F) . " 

, ": ','. "'" :,,> -:' j " ::·,.f:', ,',: '.,(42,U.~,C.i:l~95n(a)(2)(FH'is, anlenQed~ ,::: ",:,~( :,::i' ~' .. ':,' '" " 
;' t

f"'-':", ,< '.'/"'.' ",';'s,,~'l "1':<'(: .,,;:' 'r:{i) ";by,:~trikirig ,....PB.r.ti~, ..nosp.it~l~zation"· ,and inse~ing 
, • i " ~ . ~:. :.. ~:" ~~ . c:,~: >:'" t "/; / f, ::.. ~ '~intens'ive !<communiW..based'!;~ana~~·r· j~,\ t-., ?'.: . ,f<.:- ....., < . . -, 

:':·,i'.',i,",,~:: f' ,:' ~:',,:' ":> :;:! ,~),~, :: '; ': ::: ,::,(ii),i#i..:Claus(Jll);"by.:s~r:ikiiig ~phF:"ian" :arid :'iI!-SEH"ting " ' .,.. :,i 
,', '<.;:;t·'"/"~>: ,~'~,\~",~'>;2:~:;,/,' ,y.'" :,/:P~),·s~~~!l,~r(g~;:t9.:~~e~;~~ent'perP1itte., n~er:W~.)a~ o~ ~he' .. ' .PHOTOCOPY , ' 

- ::,"", '" :~'!;'¢.', ,,:',' ,: ..Statetln0whlcl1,.the,se~ces are·furmshed .non,physlclan. :·"PRES"E'·R"\../AT.O"N .<' 'y ,,),::~t.';;-I-' ,;,. ;~' -J::,"": ',~,;,;r:r~~',(,;"mentaJ: hewtii':profes§ionaJJ ~:c':::,:', >',';,; \/"':' ,":' ", ~~ .~:" . .• vn;., .', '. .'~ ~\/:..~ >,',~;, ,';:'!"; -:i.~:;,'~·:1'r~'::":~~ Jt ~:A '(\B)~_~~.SeCtion':'.~·1861'(sf(2)(Br{ :b.:<:~! x(s)(2)(:B» is~' ; .t:· . ' .... 
"<;~'.':.)'''~ u~. ~,~";;', ,. ~,.: ... V~: .:~\"'\t,.q d";J""lb',J-~\l~l;·~~~'~u"':'-·. ~ "', .. -'In', .. I~";,,, ':-,'., ''''.,,'...
": ",(,',;) :,~: ;~, ;;'4\". ,. amen eu, ,t},s~~,~:" hon: anu.JlnSertlng', In-

.) .. " 

." " 

. ' . . 
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. , .. "!' ',' 

::,.;','(' 
'll,' •• 

.~ .'.'-. 

;'~( ..':" ;:1~r(.·i,;·'f::ftif,riished ~to: ianrahrisk:crlila::'-describtH:l":in',seetion.\'186'ifr-rIt ..' 
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rB) OTHER PART, B ITEMS ..\,>.;u SERVrCES.-Sectiqn 

1862laH18), as adde'cl by subsection, (c)(2l, is amended by 
,striking the period ~t 't.4e end and inserting the follo\ving: 
. ", and, in the case of seh-ices furnished to an at-risk child 
described in section.!iS61(rr) who is not an inpatient of a 
hospital, ,if the seniices are not furnished inconformity 
with the plan of an; organized.sy'stem .ofeare, for ,mental 
health and substance abuse services iIi accordance with 
section 1861(rr).". : , ' . , . 

, . (C) 'INTENSIVE RESIDENTIAL SERVICES.-Section 
18,61(qq)., (42 'U.S.C.i .1395~(qq»as added by subsection 
(b)(2), ,is amended..;..: ' " , 

, (i) in paragraph (1), by striking'~paragr~ph (2)'" 
-and inserting "'Paragraphs (2) and (3)"; .and ," 
, (ii) byaddirigat the end, the following new para
graph:, "";:" ' . ' .. ' ,,', ". . . 


."'(3) Jn~ the case 'ofservic,esfurnished .to an ~t,-riskchildde

scribed in section 1861(rr), nosemce:lllay be treated as an inten

siveresidentialservice under'this subsection .unless'th'e service is ' 

furnished in confoiInity witH ,the plan of an orgaruzedsystem of 


, J 
car-efor mental healthancl substance· abuse' services in ,accordance

'Ylitli section 1:8,~+(q).".'· . ",:1 <,' .', ' ", .. :. ',' , .' 

.' :')I»,1NrEN13rVECOr,.iMUNl'I'Y:~ASED ,SERVICES.-Section 
,1861(fD,(1)(42:.u~$.CX1395x(m(1»is amended by inserting.

'" ; .. ,aft.er "'by' Ii physiciah"thefollowing: '~(or,: in the <ca'se; 6f 
\ " ,:.' , ,serVices, furnished 'to an'at~riskchild < described' in, section 


~' , ~ . ' 1861(rr), :by 'an;prgaruiea:systerrt'ofcaie for niental health 

"':~'. .'·an'd substance: abtise'"semces~in:'.accordance ,.with- such "sec.. ., 


.: ,tion)'>;':' '7".':',:,:::, :<,. ,':';;.:. ',' ,; ,,"\. ,',; : :-", "',':--",,'" ,,,,~".; 
, , - ' . "--", :' '(2) .ORG~ED·'SYSTE~IS;'b·F':CARE DESCRtBEb.~$ection,.1861' .' 

.... . ,;(~~ U:S:C:;,1395xtl~amenCied: b):' adamg:at the .,e~d, the folIo"!: 

, , ";.. .•:i,?n,~:;!t~~x~~~,c.:ti~~::i;.::"; >1 ~':::';"'>,~,<,; \;;:~,_ '. ,:" ",< "'. '. '., .... " ':, .• ,. ',' 

)"Orgl¥ilzed .SY$t~D1 of.Care:'fqr·~M~ntarHe.!:9th :~iid.:&ubstaIlce:Abltse. 


.:/··:..·.:i:.:"t'\~;/·'~:~,;·!::'~';:!:::~·'~:?€:~~1~~,{' ":':":}1fi~~~~i~~:i;'~ir~',~~~j;~~lf~r>~J':li~," ." 
·:),.,.,/':;;8'nd:s'· staiice\'~a]:)us~ rylces~~iri'eans/:w1tkrespectto'riienta.1 health. ' . ;. ,

:-\. ;;'. ','" '" ,~;' \'( :,~>,~'",\ ~seMce's'~~.proVlae" '~;:tor JCtt~rls1t:~child~·'~~a:~co·m~m'UnitY.~basea,,-s~Tvl~e'~:'de~': I .~. t ';, ,',':,.: ' : "~:~'" :;, ,: :"> '::./. ').fiv,ery jiet'W'ork ':sisiih"~(r "'ic~o'r,;pnvate~prOviders' tnat,;a,Si'ate,,:··, . ", " ' , ':' ::.:.,.;~<", ~',>;"determi"" \', 11 r~ciuirenients":(in:acCordance"with> .>, " 
' ..,:{,:,:. ~t'!~ \' ,> ;~;:,:<::~de ~~he),,, ',", , ~~$1~!\:1' ~} ii:;>~:':~">5:,1.'~ ~/' /.', ':', ::'~ '",~:) ,,: '0 ':': ',' ~' , 

, "I." ~, . '" • : ''.!. :':}", >' '. ".;W,e as, .. e~taQl~~h~a '''!mk?ges,:w;ph" e?y-stmg, ,';; ,',:.' , '" 
.' :,~ 'c' ,_",~"f.;':,~:,,;\::',,:,,{o'~'i':: ,i,,: .. ,)ll~~~~ ran :tF'£~1~,f~s~'~se'Mc7.:q~~iyefu.:~Rrofiri~711s' ~';' J=?HOTOCOPY .. 

" . "';':'...:":' '".'> ':' ~" ,}, ~,l!". el,cN,~i;l,:.r.;~Sl ~~:,,}S':l?';:~~;'P\r~~~~ ,o~.:" ,PRESERVAT.ION ';,' "",lC dJ 

,'0' "·", ..:."":'f~;'):;·"\{ : ~'6\ \~,aev,~lO,p~ .' Ji 1 ,~,s~stenoY ppr,opna~e!.pul:)11c?agen-,:' ',;' '; ," ' .. , "', .. ' .. 
.:.':,; .-1;:, :'.{""." ."<:J ~' ":', d'es>in : th i"area'Jto~'coord ':in'e\;:delivern,of ;~u'dl> ser:v.ices 'fa;>' ,"' t.., . ' " ',', 

,~t :~~>. ~::', 'J ,~~; ~ :" /~;; :1:'~: :~t':~';inaiviauals':ili:the;',a:re'a):1~,~f'~' 7r1{~t4·~;~-1:'f,. ~:i~"~~~~';::' ;l~:;; ~.;-£~~,;~ :~ ',- -.:-) , . ,
;",:, ~ ';'::~;" '."'~ ':,', '. ;)~~,:~ :~'~'-;~(~(B)":Tl1ej;\s~stem~pro~ ai-dcipl:liio~'~-a~d ,,~obr~ii·' -'". " , ,

.,';, ',,:, " , '. :':,.;:: ;':-,:' ~". '., >",';~~nation ;of;,i±lli!~iple:t~e;b:~ies,'~~ ,ets,'bhafse~e ;thf rie~as ", , 
, ,~", :." ,:':' ','i:~-';' .':,~:,·;;.9f,'{c~ildre.n~:·'in' 'thej.ar~*,;f'il?-~lualIlg<agehcies{and' 'PrQv,iders,,in: -.; " 

c" " ' ,,,..-::/ > ' ': ~:..,' ,;,,':; ydly,i~(G~~W:c!,lild ;wel!¥~r.. 'educa~i6n,,· ji1v~rijle' or':,criminiif-ju's: ~ 
" ' ";,,, >: ':' '1::",},,:,;Y,>.tice;"]heaItli'l~care. ~merlthl~:'hea:lth;""ana' 'subsbin'ce atiuse:"trea:i- . 


, :~ "', ,,- ., :,. .:' ~'t~:, ~:,~ :"+ .7:;; ;.:m.ei'lt~(·('~'~~":~~'itr~j'.::l~'~ "~":,",\:~·~~I~.~~ ,.,.'~'::;:>~ J :~'~-"\; 'i:?,!.;,,.:, j'-::':" .:' ,/:,.\~ " ,!". ~ 


, " ,.,;,;".:~:,,;,~, ":',',- ":',: ',,~.:, ::,;~,;,~,~".;g;(C(th~;~Y'st~ni:,Rr~. " ;. ,o,f, ihe_;i~volve~~nt',:of, the~f~m~: " 
- \ " 


'-: .' 

" : 
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,"(,F) The system pr,ovides for the mana,gement of the indio 
vidualized treatment plans and for a flexible response to treat· 
ment changes over tim~, 

U(G) In ~he case of individuals recei\'-ing substance abuse 
treatment services, the 'system places such indiyidualsintreat·, 

" 

ment programs in' accordance with ,uniform patient ,placement 
criteria established oY,the Secretary in consultation with the 
States. ': " 

h(H)The system plrovides for assessment of, clinical out
comes of individuals rec'eiving services through the system:., , 
"(2) In this subsection-i " ' ,,' " , 

UtA) the term 'atcrisk child' means 'anindh"idual ,under 19 
years of age. who has a serious emotional disorder or substance 
abuse disorder (in accordance with criteria; established by the 

'Secretary for putposesbf this subsection) and, is currently in
volved or at imminent 'risk of being involved with one or more 
pubiic agenCies ,Pl'9vidL~g, services to children, including agen
cies,relatingto child' welfare, special education. arid juvenile or 
criminal justiee; and " , ' , ' 

, ,"(B) the, term,~metital health services' has ,the meaning 
"given such ter~ in secti~m 1893IcL", ""', . " " , 
, ,(S), ESTABLISHMENT 'OF CRITERIA FOR SEVERITY OF ll.LNESS 
,BY SECR,ETARY;~ Not Ja~er 1 year after the date of the enact
,meht of'this).t\ct, the Secretary shall deyelop eri,tena for deter
'minirifr~hethet ai1 ihdi~9u81hasa?eriousrem9tional disorder 
orsubsta~ce a'Qusedisoider'for purposes ofsection 186l(rrH2l. 


': ',' ,', (f),SPECIAL Ruq: FOR' BENEFICIARIES:' IN,'STATE!) WITH MAN. , 

,:,' " AGED PROGRAMS....;.TitleXVllLisamended by inserting aft.er,secti6h


,;';~·:'1892·th'e,(ollowirigne:w'.sect1<?n:- '. ,: "':.'<;;' .. ",.,.':" ",'" '" .,""." 

\ .' . "COvERAGE OF ~tOOALHEAL~H'SERvicESFORiNDlvlDeALS IN 

''',,' STATES·wITH MANAGED l\I.ENTAL HEALTH PROGRAMS 


,'-, , . "':: . '. ,',: .:.. :....,.,' ,"~ J ',>. <ro':, ',. ",' _,~., . .,:.,r '~'" .",_"",~:-';' . ". ,. 

. . . ,"SEc.,'l893.'(a)A:,pPLIcATION 'OF STA,TE.COVt:R::4.CE.RuLES......Not· 

: ". :": ::,yithst~nd~~g'atlY other 'provision. of ,this title j,in' thecase,ofan !n· . 

: : {,;," .»4~\j~ ~~1:'~Il~~fle.a~';6 'benef,hsprid~( paitA.oieIl~9,lled Uf!:d'er 'Pan .~' ,'.' . 

. :(.';,. '.,'Y-~OlS are,sldent,ofa.Sta~e:or amemberofa:tnbeorctnbal orgaru

,:,~;t·:;;,:'~adQriioperatin:g,a·coinprehensivemanaged menta':} ·nealth··program: .,. 


, :.:;~:,;:~;': ':.\iIider 'section '1.981':of'the· Publi'c, Health·.:Semc'e Act. arid ,,;~ho. is en- .'. 
>., , 

.", ".' , ",,,,~ ..:\.:rolleairrthe,progTam·duririg;iimorith':":"':,j. ",'"." ,' .. "':' , 
.. ,:',,". 'I'~: ,:. ,,::::. ' J.~ Or; .. ;:!~'r,;~·,;·:.,1:"'/:':" ;'(1) the 'i'nd,iViau~J 'is, considered 'to' have ~:ah;eq ,die right

':::Y ';. ': ,:. :{~\',:'~)., '''''''''\,to''beiiefitsTor, mental~hehlth';servic~s':tinder;thistitle:in:consid-

. ': PHOrOCbPY': , .' 
':PRESERVATION:': :.~.~:, 

':;.. 

/' 

.,i'",),';:.::,,:.'~>'~;~<i:):orgaU:ization'.op~ratin:g,!,ai-;progfam"descnbed, ":in'·subseCtwn,' (a) 

. 'i' 

: " . 
,','. 

. ': " . : ' 

::.,~ .....:;'<~::,. ~~~j,~d~;~f),:~:~!:~r,:'~:~~ 
-', " , ' .< .... 
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SEC. 3ltl9. EFFECTIV1: DATE. :'" 

" ',The amendinents mad~ by' this part 'shall' apply to' items and 


services' furnished on or !ifterJanuary 1; 1998. 

I, i, 
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TITLE. IV -sTATE PROGRAM:S 
. , I) '. . 

. '.' . ;. ~ I . . 
.Subtitle A':';'S~at~ Single.-Payer Systems. " 

, ~. " , 1,/ . 

• 1
1"' " ; ,',

SEC. 4001. STANDARDS'FOR STATE SINGLE.PAYER SYSTEMS. 
hi) ESTABLISHl\[EN'I' OF SYSTEMS;-' ", !. . .. '., '.' '., '. 

,( 


" . (1), IN GENERA.L~-A~ anahernaiiveto the,inethod',othet

wise provided in this Act to achieving universal heBlth insur· 


'J i'anc!! coy!!rag~ for residents of a Stat~.·a State may operate a· 

.State single-payer .system approved by the Secretary of Health' 

and Human Services and the Secretai'}' of Labor (inthis'title 


. jointly referred to as the' "Secretaries") un4er this subtitle. .

"'< ;(2lREQUIREMENTS.-For:purposes of.this section. a State 

, single·payersystem is a, system established by a' State ).,lnder '. 
- '., which meets the followinl;, requirements:" . ,', 

. '(Al DlRECT,PATh[ENT TO PROVIDERS.....:., " 
.' . (ij IN GENERAL.'..:..Under the' ·system. the',' State . 

. makes payments ,directly to proViders who .furnish ' " " 

items and services inCluded in the guaranteed 'national 
benefit.j)ackage to individuals covered. u~der the. sys
tem . aild,. assume (subject to clause .(ii)) all financial. 
'risk associated !With makingsllch payments., 

(mCAPITATED PAYMENTS PERMITTED.-Nothing in 
/: . clause mshall.becoristniea to' prohibit providers fur" :', " 

:nishirigitems and services under the system from re~ 
cehing paym,ents from the State on, a . capitated. 'at ! • 

risk·pasis based on prospecth:ely determined amounts. 
, ! (B) GUARANTEED NATIONAL BENEFIT' PACKAGE....... The . 

system guarantees' coverage for:at leastcthe guaranteed na.'· . 
tiorial benefitpa·ckage. including pediatric sen;'ces for chilo 

<. dren.;for alieligible.individuals who' are resideritsof the 

State~ subject to section 4002.' .' , ",.' .'. ,.' . ' .. ; : 


. ::, . ,(C) BUDGETARY, COM.PLlA!'l'CE~ -:-~h~ systemcontr?ls ago 

I ': ,'.gregate health care ,expen~ltures m· the' State subject to' 

. ,.' 
; , the .same tests as: a State operating a State provider. reim· 

;'., ;bursementsystemundersubtitleC; with'outregard to,the ' . 
. ',' . , adjustrri'eilt described in section 4203(a)(2HAI. . '.., '. .', . -' 

'.1" .' (b) CONDITIONS FOR. ~PROVAL.;...;The Secr~tariesmay not ape ' 
,'<prove' a single·Pliyer. system",under this subtitle 'unless~' '. ' ..,,' . " 

v''. .." : ;'(1) ·th~.State submits: to' the Secretaries an -applicati~n it! 
such 'form imdnlailner,as the Secretaries maf require [ under 

.: 'the.cbordinatedprocess established under section 4301],. and ..~. ' 
-:'. ',' (2) the Secretariesdetermirietotheir satisfaction that the ' 

1',) ~tate and .the sys~em' me~t, the ,applica~le 'requirements ,o( sec: 
tlon 4002. '. -..' ' . ', . . , ' 

,'~, JCi,TERMlNATION .OF A..P,pRovAL.-EitheT Secretary'shall.iermi· ' 
". nateapprov~bf;asystemj.n accordance· With section .4Q06. if that: j 

.;" . "',' 'secretary 'determines that the State or the. system no, longer" meet 
",the applicable requir~ments of, section 4002. " 

/ 

....... :-.. ,SEC. 4002: GENERAL.REQ-UlR~MENTS FOR ApPROVAL' 
'.' " .' (a)UNIVERSAL COVERAGE....;:.. ' : 

"'. ',', ,(1) IN' GENERAL - ~xcept as. proyidedin this subsection . 
: '. ,. arid :sectiori 4003., the' sirigle':payersystem- shall cover all eligi. >: 

·.bleindividu8:ls· who are! residents' of the- State. ' '.' '.. : . ' 
t" ~, .' ':';":'(2) EXCEPI10N·FOR :rNDtANS.-:·· .",', ".""'. 'r·· 

. ;,:. :::". .'. (A). IN. GENERAi...;;..;.AState: may notreqriire. an individ· 
.':,\lal ,desCribed 'in subparagraph (B) to be cO"ered under the-, 
'.' ',;system; ,but shallhllow .such ;an .individual :the' option of 

. 'coverage under ,such 'system." " -.. : .:. . . :. " : , ' .' ' 
;':: ,. ·{B) lNDMDUAli.S'DESCRrBED. ...:..An irtdh;dual described . ,'. 
/in'tnis subparagraph is'an individual who is~ ", .; ",.' 

, "/:{i) 'eligible;to recei";e,services ,pursuaht to sections 
.,::36~L,...;.~6:14·Ofi title 42., Code of-Federal Regulations 

·.:.:'>(19.8~);,.: 'l'~::;~.iJ." , .... ~,:~,.. 
, , ~', 

- ,',' , 

.f ' . 

,','" 

. '1 " . 
, '.' 

http:l'~::;~.iJ


,,F: HSA',GEPHARDT'.PRr:NTG.o.04 	 .' 'Title Il:SuhtitleA 

·i05" 
(ii) an urban Indian (as'defined in 'section 

t'he Iridian Hea1th"Care Improvernent ACt); or 
(iii) an Indian describedi'n section S09(b), of ,the 

, {ndian. Health Care Improvement Act.', " 
(3) EXCEPTION' FOR, QUALIFIED R,nICIOUS EXEMPTION, \-"ET.. 

ERANS, AND ACTIVEDl'TY MILITARy . ....:.AState may no't' require .' 
any of .the following :individuals. to be covered. Under the .single· 
payer svstem: . 	 :. . .' 

- (A)' An individual who is. describeii in section 
1004Ib)(.l). , ..0., '. ' . 

'(B) An. eligible; person (within the pi,earung of section 
" . 1710(a)(1)of title 38, United States Code);. '. 

... ' , (C), An~ individual on,. active 'duty as a nlember 'of the' 
uniformed serVices' (as defi·ned in section 101 of title 10. 
United States Code). ' '. , .. 
(4) !NCLUSTON OF CHAMPUS'AN'o FEHBP...... For provisions au·. 

thQrizing incl~sion of~ :. ..... .' ..... ,', : , 
'. . (A) certain CHAMPUS-eligible individuals in. State 
single·payer .systems, see ~ction .__ of title 10. United 
States Code; or· .,' - . 

'. (BIFederal employees and anrtuitants;in Statesingle~ 
-payer ,systems, see: section ._._ of title 5, United States' 
Code.' .. :).... . :.. .' . . 

'(5) OETERl.UNATlcmioF.RESrDENCE'tNsTATE;- . ' , 
. (A)!N GENERAL.-For the purposescifdetermining eli·· 

,gio'ility for coverag~ under· a State slngle-payefsystem,' a'n' 
in'dhidtfal shall be' considered a "resident" of the State if 
the individual lives' in the State with the in~entionof.re-· ( 
maining there perma~entlyor indefinitely:",. ..,' -. 
, ·,·(B)CERTAIN. IN,DIVIDUALS EXCLUDED.- The State may I' 

'not deny coverage ,under the State single·payer system to 

" ,I 

. " 

<;.: .': 'an individu;3.1 d~scribed in subparagraph (A) becauseJhe 
. individual has not ~resided in the State for 'a specified pe~ 

! riod, or because the individual is temporarily absent· from 
. ,the State., However, a Sta~e nlay den)~ eligibility for bene
'fits under the ;system to an individual if. the 'State deter· . 
I.Dlin~sthat',th~ .iridividual is residing>in the State' subs~an, 
. tially for the purpose of. receiving medical treatment in. 
that State~ '~ .i ' ~ . ~ 


. \ · (b) ENSURING ACCESS To:BENEFITS.-:- .' ..... ,,' . . . 

, ,(1) IN GENF;RAL..:,-:~'he system.shall provide forcciV(~rage of 
 ,I " 

not,. less than the' guaranteed national benefit package, inClud· '. 
· ing the cost sharing provided' under ,the 'paf;:kage(subject to' 

paragraph ,(2», to ,all individuals required to be covered under 
, ) the system;' " - , ! '. . . " . I ' 

.OC2) IMPOSITION' OF: REDUCED C0S1:·SHARIN:G. ...,.:::Phe system 
.. may 'decrease the cost sharing otherwise provided in the pack· 

age with respect to, an): class of in9ividu~~ enrolled~in the sys
· terri or any class 'of items Qrs¢rvices included in' th~ package;. 

so long-as the system does not increase the cost sharing other· .' 
\ wi$eimpo'sed w:ithrespect ,to any other class-of indh'iduals, .. ' 

items, or servi~es..' I" . ',,',,' "" , '-.'. 
. (3) ACCESS TO. SERVlCEs.-Servlces' covered under the guar

anteed . national benefit package sh8JI be reasonably ;'accessible' , ' 
to'individuals r~quired ito be coverEid'under subsection la). . , 
, ' [New JB/9d. (4) ACCESS TO .CHOICE OF PROv:mERs~-:-The 

. ',system shall proVide)ndiViduals With unlimited .choice of pro· 
. ':'-".- viders for r~ceiving. sei-y,ices. under the' $ystem, except that 

nothiI?-g ih this par;'lgTaph shall be. construed to ,prohi~it the 

, Statefro~ imposing cost:sharing requirements ,that' result' iri' 

","yai'iations in:out-of~pocket expenses"'based on the provider choo . 


sen, so 19n9 as such variations do not' impose ,a significant fi· 

',. .' I nancial impairment on the individuars choice. , 

,,':, ,., ,(~f~UBLlC 0fERATJON'~ ACCOUNTABlilTY.- ' ' 


,.I ',,,, "', , .' 

,,"' r: 
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(1) L~ CENERAL.-The system shall be established u'nder 
State law and State law shall provide, for mechanIsms to ,en· 
force the requirements ,or the ,system. ' , ' , 

, , (2) OPERATION BYSTATE.-The State single·payer system 
, " ,shall: be operated by the State. a, de~ignated agency of the 

, ' State. or a non-profit' enti~y estab!ished through State law in 
" a 'manner th'atprovidesfor p:ublic accountability with respect 

to the operation: of the system. .' ,', . ' 
, '(S} USE OF CONTRACTS.-Dunng, the 5·year penod begln· 
ning the, da,te of the, app'roval 'of the' application under this sub- ' 
title. nothing in this subsection shall. be construed to prohibit 
,a State, from contracting with pri\~ate organizationstoassi~t in 
the administration of the sy'stem; but only if. und~r ,al)Y con· , \ , 
tract, entered into with su~h a private organization pursuant to 
this paragraph. such private ,organizatiol1 is required to ,limit 
aaministrative exp~nses' under the system to a rate of not more 
than S percent of program expenses. Any arrangement under 
the system under' which items or services are provided by car· , 

, nets shall. meetsuch,standatds' under 'title v as theSecretar· 
\ , ies shall determine appropriate by regulation. , ' ' , 

, (d) NONDISCRtl\.IINATORY FINANCING.-Any taxes. fees, or other 
assessments imposed with respect to the financing ,of the State ~in·, 
gle:payer'system ,may not be imposed in a manner that discrimi. 
nates, with respect, to employment or employers. on the basis of the 
t}-pe of sponsor, or"the size.: self· insured nature. or, other character~ , 
istics of an employer. ' '" " ' . , ' , I, , ,I 
'" [New, (8/9)1 '(e) APPLICATION'OF CERTAIN INSl.TRANCE,REFOR.~1 

STANDARDS;-The, State single-payer system shall meet the follow. 
ing additional requir~ments: ' "; ", " ',,' ',' ',,' \ 

, ,:", (1) The system shall meet such standards applicable to, in· , ' 
, ',sured health benefit plans, under subtitle A ,of title'V as th'e' , 
, , ~ecretary determines 19 be appropnate forasingle·payers)·s, 

tern. ,.\" " ,,"/':'" ',' " " 
" , (2) The syst~msh~ll 'proYide, c~;\;e~8:ge,for emergen(~y anct 
urgent caresen1ces tiirmshed" to 10dlVlduals enrolled 10 the 
syste,m by:6ut-of·Stateproviders., ':, ',' ',',',: .,' , 

" .. ,,' " :1(3l,:The sy'stem pro'Vides ,co,;erage and coordiiiation, of pay.. 
'Ir\ent for ,services' provided t9, i'naividuaIs, enrolled' in' the sys" 

"" tem by out70f.State :provi<fers. :' ," , ,', '. ,',' "'" '. , 
, :' 	 ',' (4) The system has in effectproc~duresto coordinate the" " 

delivery~d 'paym~nt 10£ benefits_Tor: individuals, enrolled' in 
healthbf:inefit plans outside ,of the State who receive sen;ces 

" frool providers in: the ,~tate.: individuals who are employees .of. " .' 
," enlployers in the' State, but are not 'residents of ,the State. and ' ' 

other individuals for whom coord·ination ,of enrollment and de: " 

, ;' 

",livery and paymen{of"benefits isnecessaty. ' ", ," i 


'(0 ONGO,tNq REPoRTS. LA: State operating an approved State 

single· payer system, shall submit annual reports to, the Secretaries ,,' 


'.', , on the operation of the sys~e¢; togetheI."~ith~uch other r,eports as ' 
•.....r _" , either ofthe Secretaries may require. ',c:,' , ' 1,', " 

,.'SEC: 4003. ,TREATMENTOF M'EDICARE BENEFICIARiES.' " ,', ,:,' '. ' 
, ,,(a) PERMmINGSTATES TO COVER ,MEDICARE BENEFICIARIES,:'" 

" ' 

", ,'" ,,(1), IN, GENERAL.-A:State 'single-payer' system may"cover 
"" ': ~.. ,'an~'indi"viduaI who is·a'jmedicare'pari A'beneficiar)- al;ld ~ho·re.· 

,~ides' in the- State. bu~ only if, the State demcmsfrate,sto the . . ., 
,,' 	 , satisfaction of the Secre'tary,loCHealth and' H.uman Servicesl. 

. .. ~\" .:;. .in.its application UIlder this'subtitle. that- ,:,. , ' :' ' 
' .. "~" ,... 	 ,:,::: (A) ,an ,services for which such beneficiaries 'would oth

," 	 ,erwise be eligible: under': the medicare 'program shall ,be ' 
. :provided, under the system Without 'additional cost to such ' ' 
, beneficiaries and shall be reasonably accessible to 8ll such 

.'" 	 ,"beneficianes residing ,in the State;artd ': "", , " 
,r " :,' (8) .. such beneficiarie's sha,11 be eligible for the same 

': benefits ana,provided the' saine opportunities with resp,ect', 
to choice' of provider's 'as other residents of the State under 

", .....,nt~~,system.,'~ ,: - " :';' ",: ':"" '" ," ,~ " ' 
."': " ' .. 

," 
I '.~' 

.':" ' 
" •.." :' I" 
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For- purposes ~f~ stipp~agraph (i~.).~overage ,determiDations' 

under the svstem shall be made under rules that are no more 

restrictive ,t·han are otherwise applicable"under the medicare 


, program.··· . . .' ,', . " , ' ',' ' , ' 

(2) TIMING OF COVERAGE. ....;The coverage of, medicare part', 

A beneficiarie~ shall begin no earlier than' the beginning of the. 
,fourth year that occurs after the Secretaries have approved the' 
system' pursuant tot~is: sub~itle 'and only· 'ifthe State pro\'ides 
evidence, sat'isfactory to· the Secretary, that all of the require;,', 

, ments for the System will be met, and that-all benefits guaran· '. ' ,I • 

, teed to such beneficiaries: will be proVided. ',' " ' 
. ,',(3) CONTROL OF'~iEDICARE EXPENDITuRES.-If medicare 
.part A beneficiaries are' 'iricluded ina system under. this ,sec· " 
'tion. the StateshalLgu~antee 'that total' expenditures, under " 
thetnedicare program in the State during the year will not ex·, 
,ceed the expenditures ~hat- would o,therwise have been made 


, ·with ,respect to: such; beneficiaries residing in 'the. State during 

"th~ year if thes~stem ~ere not approved under t~is s~tio~. ' 


, , [N~w-.r8/9): J (4) EFFECT ON 'FINANCING.-NothlDg 111 thl~ , 

. section . shall ,be: constru'ed to prohibit a State from subjecting , 

, medicare beneficiariest:o any generally applicable, taxes used' 

to finance the State s\:stem.' . . " ."." , , 


J' ('0) REFERENCE T(H\1EDICARE PAThlENT,.RULES.-In/the case of. 

a State' single·payer· systeni~hat ,covers medicare part A ,bene·, 


, \ficiaries.,such beneficiaries ,shall receive benefits UDder the' State 

system, . and the Secretary shall make' payments ·tinhe Stale, in ac· , 

cordance ~th sec~ion 1894!,f the SoCial Security. Act ,(as added by 

se~ion 8361). . i '. ' , .' ' '. ' 


, ,.' (C)REINSTATE~l~NT' OF :MEDICARE iNEVEm OF FALL4RETO 

. MEET SYSTEM REQUIREMENTS. ...,... In ,the' case 'of' a State S\'stem 


\., 'which; covers medicare pan A beneficiarIes or medicare. part C 

, beriefici,aries and failssubstan.t,ially to meetrequireOlentsof. this ' 


. section or of th~medicilre program' or medicare part C. the, Sec· 

retary 'shall~erOlinate . coverage, .of .such, beneficiaries under t.he 


) 
Stine system andmakepayYl1entfor any services covered under the 

mediCare program or medicare . part C. that' were' proYided to such 


'beneficiaries but were not reimbursed under'theState s\~'stem .. 


I. 

. ~ ,'. 
. Cd) MEDrCAREPART C.'BENEFICIARY DEFINED......:ln this section. 


the terril. "medicare. part' C, benefiCiary'; means an ,individu'al who 

,\ . would be eligiblefor'benefits under, medicare partC but ·forap· , -, 


-
/,pro\'al of a State' sirlgle~payer sy~tem 'under this sub~itle. ) : , ' 

" ,I,.. ~',' , I ' , , '" , ,', .. " ", . 
--', SEC.., 4004. ,OPl'IONS ,RELATING' TO • PAYMENT 'FOR PRE:\UUM SUB-· 

. "" ".' ' SIDlES AND WRAp·AROUND BENEFITS.' ..' 
;' ".~' ~ . " (a) PREMIl#l SL~SID[ES.:~, " .' . . " , 

.' . . ,(1) PREMIl~l CERTrFICATE ELIGIBLE INDrvIDUALS.-· '" 
':~' ",'. (A) ',IN ~..GENERAi..-Under aStatesingle·payer s~;stem. 

. " paymentshallbe made ,d~rectlyto the State'under section, " 
",' ,', ,2124(c)(1)(C)(i)of the ,Social SecUrity Act in an amount de· 

"'\ scribed in subparagTaph (B). :', :.:,'," . '~ .... .... ..,. ",' .:,' . , .." 
i" )' "'<' ,.'. (B) DETERMINATION, OF AMOUNT OF ,PERIODIC PAY. 

" ' .. ', , , .. "~IENTs. -:-The 'amount described in this subparagraph 'is, .," , 

'subject to subparagTaph (C),with respe~. to. periods OCcU,I:' 
,ring during. a year, 'the Secretary's estimate of the aggre·, 

'\ .',- ";:',,' :, 'gate amount of the' payments"that w~uld have been made 
" . :,.: . 'for premium certificates under part A .of title XXII of the 

,." Social Security Act: to indiv,iduals cov'ered under the State 
'i ,. ,<single~payer system during the most recent preceding )~ear: 

.. 1.';' '. ',',if paYment had: been made as proVided in s!Jch subpart, Ln· 
., ... ' :creased by',the Secretaiy~s,estinlate of the rate of increase 

~; iri: thetotal·amoun~ of suchpayrpents with, respect to such 
, ,individuals:during,the year. ,," C " ",' .". • /' " 

,:",'i ':(Cr,SPECIAL ,RULE F:OR P.AThlENT TO STATES FOR\~ " 
:BEtORE 2000.-In ·;thecase of periods ~ccurring .du'ring a , ,. 

. . :year ,before 2000, ~he.: State shall submit; to the Secretary , 
\ . '" .' ,." ;:.'~ i~:>;", suc~ infor~ation as the Secretary 'may'require to appro·, 

).: , ' ,::; i·.../;.:\:;.;::},: ." .. PEilltel~e:~tiIl!ate:.the amounts. described. in subparagraph '. 

,:.:>,:, o;";:;;,;:,:!'~;.~:;,',.::;,\~~ :,:'.,~:.'~.".;/i,:~.\.:.,.t:.;.:.'.t,~;/:~';:::: c'.', ::: ..... ,.,1::' ''':~:~'', ,~" ::.:,. "\; .. ." '" ".: 
~ .'i ~ ~ ... , <i : "',' .~. • .' \ • ': '\ ',,', .:. 


~1 •. ': '. . .•.. .... w,' .~_. -(, .".= ,:.." .,.~. . , ' .. : _. ' . . 
'. ,. 

., ~' '.../ .....,. . ~ ,,:r,.. . ,. '" i 

/' 
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(B) 'based on a s~'stem' establi~hedb'\" the State to deter· 
': mine the eligibility of State residents'for the premium cer' 
. tificates described in part A of,title: XXII oftheSo'cialSe·', 

curity Act (using tHe 'same eligibility criteria applicable 
under such part); .' '",",." ' 
(2) TREATMENT OF PART C ELrGIBLE rNDrVIDUALS;"': , , 
, (A) IN GENERAL:-Th~ Secretluy shall olake ,paynlents' ' 

to the State under'section 2124(c)i1)(C)(iii) of the Social, 
, Security Actin the, amount described in subparagraph (B).' 

\ " 

, ' , <BJ AMOtm,T. - The amount described.in this subpara~ 
, ' ,graph' is theSecretar~ls esHinateof the 'aggregate amount 

, 'of the reductio~, in' the, tax :imposed under section 59B of 
: the Internal Revenue COde of 1986 that would have' reo '\ 

o. suIted from the, application' of subsection (b)' 01 such"section 
with r~spect,to:individuals ,en'rolled in, the sj-stem' during 
the applicable perio,d if the, State did not have an' approved, 
system under this subtitle. , ' , " " , 

. (C) USE OF DATA.--IncOn}putihg,amounts under sub· 
paragrap~(B), the: Secretary may use ,information made', 
available under section 6103U)(16) of the Internal Revenue 

, Code of 1986. ': ' ' I, , " 

(3) 'RECONCILIATION' FOR, PREVl(::)US ,ERRORS' rNEsn., 

, ';, MATioN;"';' The' SecretarY shall adjust t~eanlount of payri1~nt " 


'\, nl~de to the State pursuant ,to this: subsection for ,periodsQc· ' 

", curring in a yesI' to, ta~e into account: any errors in the esti.' ,0 


, mations made in pteviouspayinents, based on information fur· , 
nishedbY,the Secretary of the Treasury and such other irifor· , 
mationas the Secretary, deems necessary;, " , ' , 

'", 	 ' (b) WRAP·AROUND BENEFITS.- ,','," ,,' , ' " ' 
':, ,(1) IN GEN~RAL.~tJnder a State single·pay~r· system. pay", 
ment shall be made :under section ,2124(cH l'HCHji) of the Social', 
Security Act directly to the State in an . a Illount described in 

" ! 

paragraph (Bt,' ,,', ,," ' ' , 
(2rDETERMrNATION OF Al\tOUNT: '-The' amount described in 

, :tliispatagraph is;subje,ct to paragr-aph (3), the Secret~ry's esti- ,', 
m~te of the'aggregate amollIlotof the payments t,hat would " 

, been, Illade.under part)3, of title XXII ,of'theSocial Security ,Act , ... 
'if paYment had been/made asprovided', in such part.,. ,',' " 

',' ", f31,SPECIAL RULE FOR, PAYMENT TO STATES FOR "{EARS PRIOR ' 
to 2000.,':"In the ,case of periods:ocCurringdJ.1ring'~,yearpnor ' 

''''J, ': " .... -' to, 2000, the, State~!shaIr submit to the Secretarv"such inforrria-, . 
,.' , tion, as the Secretary may require to appropriately estimate the 

"amounts deScribed ,in ,paragraph (2), based on.,a system 'estab·· 
lishedby' th~ Stat~to deterriliri~ the: indh;du'alsenrolled in the " 

.... , single'payer'system who would ibewrap-arouhd ,eligible .indi· 
, vid~als but for the ,eleCtion under the State single·payersys:"

," tem '(applying'the,'same criteria and, a similar prpcess used by' 
, "the 'Secretary, to ,!iete'rmine,:whether individuals are wrap· 
:" ", 'aio~nd ,eligible indiVi~~als underpart 'B oftitleXXU ofthe So

" 'cial'Security Act).: '" , '" ,,' • 	 "" ; ~ 

,:' (4) RECONCILIATION 'FOR PREVlOUS . ERRORS IN'ESn· 
, " 	 '/ '. . ,'JdATION.:--The Secre~8:rfy shall 'adjust the ,amount ,of payment 


, " , ,."madeto the Stat~ undei<this sUQsection for,periods.occurring" 

..,,";', ,in ~a year tQ,take,into' accpunt liny errors,inihe ,estimations 


.. , made uhaer this subsection.::, ' ".:, <", " ' , ",', " 

" '::' ..' '(5);DEFINITI()Ns:";"-In this subsection;': ',:, " ' " " " , 

, " , '(A) The term:~Staie:wrilp·around be,nefits,~ means a' , 

, ... " 'package of benefits consisting of,items and serdces not 


r-'" .,' 'covered under the guaranteed, n~tional benefit package 

" ;'., , , ,t~at the. Secretary: finds ,is comparable:to the wrap-around 


" " "b~nefi.ts: providedJ.lll~er,part, Bof title XXI] of the ,Soda!, 

),'S~cunty Act • .' ; ", ':: ,: :~~ ,,"i:" ,'" ,.' " , " , 

~: ,':,(Bf The"term twrap·aroun'dbenefits",means the bene· ' 
, "fits ~escribe,a in s~tion. 2212 o,f t~e Social Security ,Act (as' ' 

,::,' added by section 8,102Ia». ~', ',~; " 
". "~'.: ,~'. ~.~ ,:':' .;",,', ' ",: ' . 	 'I:·.j 

','" . 	 ,I 
'. .' 

" ,.", ~ " ~•• l .' 

, ' . I.',: ' 
, ' 

"-' 
''. . 
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,',IC) The term ;'·wr::ap.atound eligible individual" has the'.' 
. ,meaning giyen such term in section 221l(b1 of the Social 

Security Act (a.s added by section 8102(a)). . . 
SEC. 4005.·OFFSET TO DlREtT:'PA,\:~ENTS FOROt:TSTA:vDING MAI:;;TE~ 

. . NANCE OF EFFORT PAy!'tfENTS.. .' . .' 
· . The Secretary shall re,duce ,the 'amount of any payment made 

directly to the State under: section 4003(b} or subsection (a) or , . ,./ 

·(bllof section 4004 for' a period· by the amount of any payments 
owed by the State u'nder part 2 . of subtitle Bof title VIII for such 

;,·perioci. . . . . 
SEC: 4006. TERMINATION OF APPROVAL . , . 

· (a) ANNUAL DETERMINATION OF' BUDGETARY COMPLIANCE ' BY 
SECRETARIES. - The Secretaries shall' annually determine ~hether a 


. State system has me~ the t.ests· desCribed in section 4001(aJ.(2)(Cr· 

·for the most. recent 3·year pP"lod, determined based' on all' classes 

of services covered under the system.', '.' ." 

; . (biPROCESS FOR. TERMINATION.-Jf. either Secretary' 'finds 

·ui).der subsection (a) . that "~he siIigle~payer system' approved under. 
, : ·thissubtitle fails. the tests described in section 400HaH2)(C>; or no 

. longer 'nleets . any or'the. other applicable; requirements of section, 
.4001(aJl2) or section4002~ such Secretary shall terminate approval 
.of the .system, in· accordance \\';th the pr9c'esS! described in s'ection 
· .4204(b)· (relating ~o termination of a State provider reimbursement.. 
, system und'ersubtitle. Q>. ' 

, . ;SubtitleB::";'Statei Ma:;naged Comi>et~tion •. 

.:,', '.': .' ". ,:-Programs .' . . .......: 


SEC., 4101. STANDARDS FOR STATE ~IANAGED CO~fPETITION PRO-. 
.' '" '·GRAMS. '.' '.':." .... ..' . 

. . (a) ESTABLISHi\IENT.OF STATEPROGRAMs.-Asan alternative to' 
the method otherwis~pr6-".'ided in this Act. to achieving unh'ersal. 
health insurance coverage' for re.sidents of'a State. a State'may op- : 

... .'erate a,managed cQmpetitiol) program approved by the Secretary of ' . 
.'.' Health and Human' Services and' the. Secretan' of Labor (in this .' 

· .subtitle jointly referred ,to as, 'the "Secretaries") ~ under this. subtitle ! 
utlder which the State; subject t() subseci~on (b),requires eligible . 
individuals to obtain coverage through a consumer' purcpasing coo: 

'. operathre establish~d'under, subtitle E of title V. In this . subtitle, 
'. '., ...die 'term :'State managedcompetiti6n program" 'nieans a managed } . 

.. . . .': ~ompetit;ion p~gram 'approved by. the .Secretaries under tlfis sub- . / . 

. ' ... title. . " :... .. ", \. . .... ., "\'., .... ,,'. ........ . , ;. J 


'. . '(I)'I'CONDITJONS F9RAPPROVAL.~The Sec;rf;tariesma}: not ap

' .. , prove a managed competitiotlprogram ,under.-this subtitle unless

.' . (1) the State submits to the Secretaries.an application in 


:Suchform 'and,'manner ·f.!.s.theSecretaries may. tequir~,. and~.' .'. 
, . (2),.theSecretaries·determine to'th'eir satisfaction that the. 
State and the 'program: meets the applicab~e requirements of 
sections 4102.' . (' . . ' " 

'.. ,(c) 'TERMINATION OF APPROVAL.-:-Either Sec~etary shall termi-' 

.' na~e approval of a'managed .competition program in accordance ". 


with section 4106 if that Secretary determines that the State .or the 

·progr~iIJ1 tl0 '.longer ''':!l~et: tIle aJ:plicable 'requirements of sections • ,'r 

I • 

4102.' .. I ,-. , • • , 


.... ' SEC; 4102. GENERAL REQ'UlIiEMEl\TS 'FORST~TE :\1ANAGEi) 'COMPETI. 

. ,. : ··,';TION PROGRAMS; >':. .,':.. ....:. . ' 


.. ;'.' >(8)' PRQVlS~ON OFCO\:EMGE·THRQUGHQUA.t.IFIED INST:RED 

." '. HEALTH.BENEFIT·PLANS::OFFERED BY CONSUMER PuRCHASING Co' 

',' .:OPERATryES~~ .',"', ',.:" .. ' _.f ". .., 


'" :.: ..:(1) REQUIR~MEN'I-:...1~ .:<':'" . ..' 

, ,.,:.,>,,: (A).IN GENERAL....,.:Except as 'proi,;ded in . this 'para-' 


....;.;~'<•. :graph,·under the. managed competition program eligible in: ' 

.... 2·:, dividuals: residing in ·the'State .. are required to obtain 


·':'. ~'. 'healtl~coverage :thto~'ghenrollrnent in a qualified insured. 

" ;" ~.;< ; . .~. . ::'....,...' . .'.~.~.. "" " :;.~'. . ": 

' . .'. ", 
.. ' ~. 

\ "':r. 
, : 
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, health' benefit plan offered through a Consumer purchasi~g' 
cooperative'."" " , ' , ' " " 

IS) APPLICATIO!': OF COMMl;Nm.'·RATING TO ALL' PLANS 
A..'ffi ENROLLEES.:....All such plans shall 'meet the require·,: 

) ments of section 5008 (relating to, community·rating o( pre· 
, miums) with ,respect to all individuals arid employers cov· .' r 

'ered under the program. , , " 'I, ,.' 

(2) EXCEPrION FOR INDIANS, Q.UALIFIED RELIGIOUS EXEMP· . 
TION, VETERANS. ACTIVE DU'TY'l\HLITARV: CHA.,.\IPUS, EdGIBLE:IN·~ 
DMDUALS, 'FEHBP . ENROLLEES, 'MEDICARE PART.' A BENE· 
FICIARIES. ....;Paragraph (1) shall not apply to""; '. " ",' , " , 
, " ' '(AUridivid\lalsdescribed in paragraph (2) or (3).ofsec, , 

" 
" 

, , tion 4002(a); .!. ' , ' 
\ 4 " (B) indhiduals .who are entitled to 'benefits undetthe, 

,Civilian He.althand 'Medical, program of'the Uniformed 
Services '(as defined in: section 1072(4) of'ti:Je 10, United 

'~l ~<States' Code); ' .. , ' ,. . ' 
." (e) individuals who' are enrolled' in a ,health plan 
under chapter, 89 of title 5, United States Code; . ': I 

" . CD) medicare p'art, A beneficiaries. '.' '. .' , ' 
(3) EXCEPTION FOR FULL·Tl1\IE EMPLOYEES ~ LARGE, FIRMS, 

': OR IN ~IULTIEl\IJ>L6vER Pt:.A.lIlS.-, • ',' "" 
" " ,(A) FULL:TIME;:Ei.\IPLOYEES Or: LARG'E 'E:\IP+.O\"ERS.-A 

I .. ' mariagedcompetition program may not reqUire ari individ,' 
ual who is a full·timeemployee of an employer that. has: 

, more than 1.000 full-time employees in ~he United States . " 
" to participate in the: program. ' , . ,~'.' " , ,,',,' 
, ' , (B) BENEFICIARIES ,AND PARTiCIPANTS IN ,l\IULTIEM· " 

t. \' ·.PLOYE~ PLANS.--., . . ("',' . '. ' 
.' mIN GENERAL.-::Anianaged competition'program' 

'may not require ari indi\'~dual who is a participant or l,:' 

" 	peneficiary (as defined in clause (ii» under·a,Dlultiem-·, 
ployer plan described in clause (iii> to participate in, 
the program.' . - '. , 
,(ii) PARTICIPANT ANDBENtFICIARY DEFINED.-In 

, ), ,'clause (i), subject tciClause (iv). the ierms"participant" '. 
and "beneficiat1'" ,have the' meaning gh'en such terms 
in section 3 of the Employee Retirement Income Secu·' ,"
rHy Act of1974; >,.'. .',..,,' . 

:', ',.(iii) PLAN, DESC~IBE\D:~Aplan' des~r;ibed in this,. 
; 	 ! . . . ,',. Clause, is a multiemployerplan, t,hat....... ',' '. \ '",.. , . , 

,',' " ,.' '.,. :,'(1) covers more than a;ooo 'active, participants 
. ,< in. the "United ,States whose~~ coverage. :uilder such, " 	 ' 

.. ~,plan is on terms at least as'favor;:J.ble as those pro" . 
, , . 

';, 	 " , videdunder this, Act with respect' to ,a full·time 
' 

,'employee, or· ." ".'.', ,'. '. ... ",' " " 

'. ,', fm is .mah:it~ined by one (jr' more affiliates of 


" '. the same Tabor. organization. or one or more affili

ate£ ,of labor organizations,representit:lg' e':llployees 
.:.. 

, 
, " in 'the same industry; 'covering:more than 1.000 . 

';, . :suc,hactive participants;' '" , . ',:. ", .,: ' .. "~'. ' 
" : (Iv), ELIGIBILITY., STANDARDS. ~A .. 'multiemployer.. 4, 

, , 	 "'. ,"t· plan may .establish eligibility stanaa:rds fQr th.ose indio 
. . ', . Viqualswhowill be treated as participants and bene· . 


' .. ': :: ,,' i .•. ··'."· ficiaries . for purposes, of this' 'section .. Such standards 

" ,'-' .~ "(' .. ' "shallnot,discriminateon the basis of race. national or·' 


. .".. )i;in. sex,.religion.language, socioeconomic status, age; ; . 
. . disability, sexUal orientation, health status, orantici· 

pated f\e'ed foz:'health sel-vices;. but may take ~irito' ac· .,I 
'.' count .the·le\~eL and rate at ,which employer contribu- ' 


'ti6ns,at;e'paidciri,behalf of employees. Nothing in this . 

··clause,.shall b.e coristrueda,s ,8.ffecting the abilityoft:l': , -,", 


multie~l1pl9yer plan to provide health or other benefits, ' 

, I ' to partic;ipants,and beneficiaries who are 'not treated., 


" ":~;,ai participants', and .b~ll~ficiarieswith- respect to, th'e", •. 

" p l:in•. '. " ',,~ " 
. : "" .:-

:..' 	 .. i, . 

, ;"\
,' ..... 

. " " ... :. 
;;. ,": ' 

'i 
, ",. 
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, (Cl RU~ ELECTRIC' AN~ TELEPHOl\l-E'CoOPERATl~S'.-' 
(i) ,IN GE..'\j"ERAL. -A managed' competition,program 

'may not require an irtdh-idtlal who is a full-time em' 
ployeeof. a me,mber of a rural cooperative described in ' 
clause (iD, ora: family ,member of :5uch' an, 'employee" 
to participate in the program,:.;' "",, ' 

(iii RURAl.;COOPERATIVE,OESCRIBED.-A rural coop
" 

"erative descxJbed in this clause is a rural, electric coop
erativeorrural' telephone cooperative, association, if 
the cooperative or'as,soeiation (or, members of the cO,op" 

'eratjve or association) maintain a health plan, under 
which at least'l,OOO fuU·tim~ employees ,in the United 

'. ;'"States are entitled' to health benefits. ' ", 
(D) OPTION.-A managed competition program 'may 

permit individuals 9~herwise exempt under t~s paragraph ",.,. , ,to participate in the program. '," ' 
Cb)'ENSURING' ACCESS OF . LoW·lNcoME ,-INOMDuALS TO, ( 

" "PLANs.:""The 'managed coolpetition,prograIll sl)all' provide such fi· ' 
naneial assisumce toward"the premiums' oflow,·incomeihdividui:tls ,,' 

'described in section '221l<bHl)(Alas. wiUassurethat such indiVid· " " 
-tials may obtain' cove~age :under a, certified health" plan upon' the I,! 
presentation of premium,certifica:teissu~dunder partA"oftitle : 
x..XIl of the Social Security Act.' .. " ,'".' , 

, '(C) COl\tPLIANCE WITH'PLA.1I,j'c REQUIREMEr.riS:....;. , 
, (1) IN GENERAL.,The plans offered under the managed 
competi~ioo program ,shall comply with the, requirements of 

',) .' subtitle A (and, if I:lppl~cable, subtitle, C) title V, excepnhat the 
Secretaries may, ,.vai\·e such provisions of such title as 'may, ,be 

,necessary to permit the operation ofsuch~a program under this . 
;' , .', 'subtitle. . ." . ,; .,' ,i ',' " , ' ,'", 

, -:, ~ " ,,' ,(2) EXCLUSIVE OFFER THROUGH COOPERATrVEs..:....The man· 
" aged competition program shall require carriers to offer ~er

" tified health plans (other than, to indh"iduals,exempt from par" 
ticipation under ,subsectionUl)(3» through' consumer p'urchas

. ing, cooperati';°es. " , ' "," , .,', '. ,,' ' 
, ,(d)' BLroGETARY COl\lPLL-\.,\1CE. ~The managed competition 'pro

,\ .' gram shall control aggregate health' car~' expenditures in the State 
;' ,~ubject to the-saine tests as a' St~teopera:iIlg a State J)roVjder re: 
, Imbursement system under subtltleC;,wlthQut regard ,to the ad

, " ,justmentdescribed in section 4203(a)(2)(A)' , ", 

, (e) APPLICATION ,OF C~RTAm RULES.':'" ','. , .' , ", 


:.<1). DETERMINATION.OF RESIDENCE 'AND' ONGOING RE· 

Y. ' r PORTS.-:-Subsections (aH5),:and' (e) of ,seCtion, 4002 'apply to a" 

"managed competition : program under t,hissection in the same , '. ' 

','manner a,s -they '~pply"to a single· payer system under such sec
tion. " , "', " " .'", ,,'" " ' <; ':-:~ , ' 


'" 
'(2) NONDJSCRJMINATORYFINANCING,-':, '", 


',., ' 


i. 

, ' (A) IN GENER.u . ..:.Sect~on (d) of sectioll 4002'applies to 

'a managed competition ,program under·this section in the 


.·samema,nnEi,r as ,~t applies to asingle:payersystem unper ' 

,such section, except that, no tax, ,fee, or, other assessment, " 

'may be' impose.d"'t\jth ' respe,ctto . coverage of :individuaIs 
"j' 	

, who' do not parti~pate ~io the progx:ain, pursuant to sub· 
. section Cb)(3)., ,i .,\" , ~." ',',' ," :. : ", .' • '" "" 

" ,: (B) CoNSTRUcTION. ~Subp~agraph :,(Alshall 'not ,be 
" ' '/, ,construed as ' permitting, apply with respect' to .only apply , . 


" ',,' " ' "..yith respeC~ to In carrying out sllbparagraph (Ai, '" : . , 

, , " SEC. 4103. TERMINATioN OF APPROVAL., .- ,.,' ,', 'I' 

,>:," ," (a) ANNuAL DE',rER!1.lIN'A'rIOr-(OF',BYOGETARV; COMPLIANcE'BY 


<,' ' " SECRETARY'7The .sect:eiary sha~ha:nnuallydetermine whether a, 

managed competition 'pl'Qgram has'met the tests de'scribed.in sub· 


,section '4101(8)(2) fotthe most 'recent 3')'eat,periorl, determined, 

". based OIl, all classes of seryic~(covered under the program: "', 1 ' 

:'~' ',::; '. ,,',;·"'Cb}PROCESSFORTERMINATJOK.;;...Ifthe 'Secretary ,finds under' , 
" . "'; subseCtioo(aJ thai :the, managed competition program fi:lilsthe tests 

',.described,in section ,4101(al(~),orno longer meets; anY 'of the appli· ' 
,,~ •. ,.".-",., ':;',. " ,'.' ", .,:-". ~~.: :: : '.,' I .'~. ",' . -', : r: .. ·' : ", ",~... 

.',',<:: '." ~1. 
, I ~ . . 

",,'. , , 

, .~ ,;.::', 
~ 

, '" ." 	 ",l '.. :.,,' " 
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cable requirements ofseCti6n 4102, the Sec~etary shaJI te~min'ate ' 
appro\:al. of the program, in accordance; with the, process ,described ' 
in section 4204{b) (relating ,to terinina'bon oCa S~ate provider reim· " 
bursement'system under subtitle C). ,',"" ' " 

Ic) REINSTATEMENT OF MEDICARE PARTe IN EVEl'.'T. OF FAn..URE 
TO MEET PROGRAM ,REQUIREMENTS.-In the case of a managed' COD1" ' 
petition, program which covers individuals ,who would (but foiap~ , 
proval of the ,program) be medic~e part C 'eligible indhiduals and 

',' fails substantially to meet requirements of this section' with res'pect 
:,,' to such individuals, the Secretary 'shall terrninate ,the appr'oval-of. 

the progi-aln with respect to medicare part G eligible ,individuals"! : 

,SubtitleC:":'"State Provider, Reimbursemeht 
, " ,Sys'tems' , 	 ( 

SEC." 4201. STANDARDS .FoR 'STATE! PRoVIDER REIMBURSEMENT SYs. ','" 
, , j ,TEMS. " ,,' , • " , , , '" ' . ,.'. 

" ,(a) IN,GENERAL.-During the period in which a State provider_ 
reimbursement systerrdin this subtitle referred to asa, ~State pay

.'" mentsystem") is approved under ,this' section"":' •. . 
,', . (l),thepayment rates provided u.nder such system shall 

.' ,~ppl);, to services' cover~d ' under the system and, furnished' in 
the State; ". " ' ",':' , ' " I 

, '(2) maximum payinent rates shall not ,apply tQ, such' serv~ 
ices under subtitle D. 'of title VI, in accordance with section 
6201(b)(2)(A); and ' " " ,,:,. , 

• ~ I

,'" (3) the, requirements relatin'g to'the determinaiion of pay· " 
ment 'amounts urider the medicare program, l:l1edicare ,part C, ' 

.'and' me9icaidprograms are. waived inso(ar as sucK waiver is 
, .' necessary to implement such system. " '. ' ,",'.,' 
" State preemption r~qui,rements under the' Employee Retil:ement In

}' 

, .. come, Security ,Act of 1974 are waived 'under section' 514(bHll); of 
•such Act (as added by' ,se~#on 12~ in o,rder to .carry, out,such , ' .
a ,system." > :, ,. 

" (h) ApPLICATION.- '. '" " , " ' . {-

" '(1) ·1N·OENERAL. ....:Subject to' subsection Ie), the Secretaries 
m'ay' notI\lPprove",~, state paymen:t'system under this subtitle 
unless-: \,' " " ,',,:. " ,:..Y,' ,:" ' 

, ' '(A) the Stat,e subinitsto, the Secretaries ari application 
" , ' ! il)such form 'andmanner,~and containing, such information' 

i '. ',and'assurances '(consistent with this subtitle) as the Sec
.. ('~:'" ",retaries' may req'uire, and "-.'j '.' .' ," . /'" ' . 

. '. . , '" , . " (B) ,the Secretaries. deterriline to their satisfaction that 
, ',. 

" the,State and the system, meet the applicable requirements 
. 'oLsections 4202 and 4203 are met., , " .;',,',,' ' 

" (2) LtMlTATION ON DISAPPROVAL..-The Secretaries cannot· 
, .deny.'the application of,a State for, a state payment ~ysterrion 

,the gTou~d thatthemethodoI.og)· \lsed underthe,system'to,con-, 
.-trol payments Tor inpatient hospital. services is based on a pay· 

ment methodology other than on the basis of a diagnos'is-relat. 

' .. ' , ed group.'. ' . ", " , 


I (C)'TERMINATION'OF. APPROVAL...... ., .' , , ' ' , 

, , , (n IN .GENERAL.-:-Either Secret,8iy may terminate approval 


, " '_of a state, payment system'in accordance with section 42~ if· 

" , , :. th~t Secretary--, "'" " ' 

, ',"'. ' (A) determines that the State or the system no longer 


''. ' .. " ,'meets the requirements ofsection. 4202Cb)(1) (relating to 

,all 'payers), section 4202(b)(3)(BHrelatirig to limitation on' 


'j " ,differentials, for' medicaid' services), or sectio'n 4202(e) '(re~ 
. ',-: , latingtocertain' requirerpents forh'ospitals); or . '". ,.' 	 r./ '.' .. 

(B) has reason· to believe that the assurances desCribed 
in any of the"following sectioris:are not, being (or. will not 
be) met:,.: ,',' ' '.' ...,'. " ,.,',,' , 

" 	, , '." ,(i) Section: 42Q2(b)(2) (relating to equitable treat· ' 


ment' of ~lpayers); . ' :.'i~,"" ",', ' .., ' "; .' ' , 
" 

, .,",', ',\ ': ,',.. ' : ' 

l ~" ,;., '," ." 
" ... ', \"'\ ;. 	 , , 

.; ,,:'~ ~.,:,' 

" , 

" """" 


\ ' 

http:thatthemethodoI.og
http:PRL'iTG.OO


{ \ 

"F::,HSA \GEPHAFmT'.pRINTG.004 
\ . 

113 .. 
I, iii) S~ction' 4202!f1(relati~g' to special require, 

men'ts for hospital admissions and exclusions). . 
, (iii) Section 4203 (relating to limiting aggr~g~fe 

. expen~ituresr.,.' . ' .' '. . .' , ,,' " 
(2lAoOITIONAL AUTHORITY.-'-Eitherof the Secretaries may 

te~rmi,nate such approval if such Secreta!")' determines that the 
I ; 	 system no longer continues to meet another condition for ap, 

proval described'in section 4202 or 4203. ' . .- , 
.(e) DEEMED APPRovALOF ·CERTAIN SYSTEMS. -- . ,',' ,. '. 

(lHN GENERAl.. ~ In the case of a hospital reimbursement . 
control system, approvec;lunder section 1886(C).\4) of the Social ' ' 
Security Act or described in section'1814(bH3) of such Act and' 
used for paymentrif: hospit~ seryices, in the State ull~er the ' .. 

,.medicare program, the system is deemed to be a ,st~tepayment , 
system approved under this se.ction with respect to payment . 
f.:~hospital services: ,." " ". ".'," • 

I '(2) TERMINATION.-'Insofar as' paragraph (1) applies to a ' . 
.statepayment system, the con~iil:uation of th~ .approval of the 
system is conditionedcinly upo'o the system's c;ompliance with 
the 'requirementsdescribediri such paragraph; , . . / 

,:SEC.: 4202. GENERAL CONDITIONS FOR STATE 'PRo\'DER REQl!IRE.
"', .MENTSFOR STATE SYSTEMS. .' '" . ,', 

/lalAPPLICATION TOSERVtCES.-, . . ' 
'(1). IN GE.'"'lERAL.,-:-Subject to paragTaph (2)" the state pay· 

'merit system appl,ies'to services described in any (or am of the 
, following subparagraphs:' . , ". \ " ..... . . " ... '.' .", 

'.. ',' ': (A) 'Inpatient hospital services (including services of', 
.' exempt' 'hospitals '. (as, defined: in se~ion 6311Ca}(4» stat~-. 

wide." .' ",,' " .,.,. . " , 
" , . (B) o.utpatient hospital services (iricludi~g services of' 

.,' , exenlpt hospitals (as so defined)) statewide. ',", . . 
. . (e) Physicians, services statewide:" 

.. " ,: ,For ,purposes' of this part, services described' in each of sub7 . I 

;"paragraphs. LA.l; .tE), and '(C) shall 'be. treated',as .a separate 
, . . c.1as~,. of services~', . ..';' ,:' J , . "', 

. ,(2) ADDITIONAL SERVICES ONLY BY CLASS OFSER"'CE.-Th'e 
"system nlay apply toseryices in addition to~serncesdeScribed 

. in paragraph (1') only if the' system 'appliest:o all services w.ith~ , 
, .in the class (established 'under' se<;tion 6002), in which the serv'- " " 
. ices are'classified., ' :: " ' .. ", 
(hI ApPLICATION TO ALL PAYERS; EQUITABLE TREATME.'IT.- ' " 

(li APPLICATION TO ALL' PAYERS. ...:.. ,> ,,' , ,', ' , 

,'. ,\.1 , " r (A) IN GENERAL. - The system applies to substantially 
, " ,; . all payers (including the ,medicaid program in the State).. :. ~"'-

for serv;ices'to wruchthe'system .applies. ,> '., " ,','. 
, (·B)- EXCLUSION; OF MEDICARE PRQGRAM. ...:..A State may' 

- . , ~." elect' not, to ipclude,themeq.icare:program'under the :sys~ 
,tem~ :' '. ' . 

.> , " . (2) EQUITABLE ritEiThIENT' OF, PAYERS.-Assurancessatis· 

factory to 90th . Secretanes have l?een'provided~s to. theequi· , / ." " 


, , '-:, .;. table and nond~scriniinatOi-y'treatmeIl:t of all payers, (including' 
, .. the medicare program.. medicare part' _C,· and ..' medicaid, pro.. 

~...,' 	 grams and.other.:Federal,arid State, programs) under the sys~ 

,tem" ' ' . . . .' ,., . ~. '. , ..' . 
(3) PAYMENT RATE orFFERENT~ PERMI'ITE,D.':": ' .'. " ' 

'f . (A)IN,GENERAL:-:-SubjeCtto subparagraph'(B),'a State ,"", (,' 
may provide for payment rates for "Servicesfurnishea',' :, 
under the ,medicaid program: that are ,different from the, ' 

'payment rates· for services for ,which payinentis"made i?y , ' 
". :other payers ,.'.:" . ..... .' '" ,... 

, ': ,,(B) L~iITATIONON . DIFFERENTIALs ,foR . SERVICES 
, :' ,:lrNDER '~IEDrCAID. :":"The ratio of t.he average rate of pay· 

,,:.1. ,mentfor,services under'the 'medicaid program :tosuch,av* 
, ': ,~ , erage rate of paYment for 'the same, seryices by, health ben- . 

,.;, 'efit plans"(other than' the medicare program; medicare part " 
'C; a~d 'medicaid p'rograinsJmay not be less than, ,the 'ratio ,.. :~:> ../. '''\~'.:.... :,,"->:,¥ "',:.,~.:.: .. ', .... '...":. "'···::':'1{"'<:··~·"::<'\ ." .. ' 

,. '.":,',+, -.::........ ";.. ..• , 
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, ofthea~erage of th~rates of payment Within the class bf' ' 
services for which pa~;ment is provided under t,hemedicaid 
program to such a\:erage rate of Payment under other 

, ,health ,benefit plans, (other' than' the medicare' program, 
medicare part C, and medicaid programs) during the most 
recent year 'before the implementation of the stine pay· 
mentsystem, as determined jointly by the Secretaries. ,': 
(4) SEPARATE 'RATE ,NEGOTIATIONS PERr-II'ITEDFOR HEALTH 

,; , ,.'r..IAINTENANCE ORGANlZATIONS.-" ',' .', ',' " " 
, , ' (A) IN ,GENERA..L.~A State may' proviq,e that a heaJth, 

, maintenance organization (as defined in subparagraph (Ell', , I 

m'aynegotiate directly with a provi$ier of, serVices covered; 
under the system With respect to the orgaruzation)nate of 
payment for such serVices. , ' " ",,' 
, ,(E) D~FINlTIoN.-In subparagraph, (A),' the term' 

, , "'health maintenance otganization",mean's an 'eligible orga· 
, , nization' with a contract under section 18.76 of the Social 
,Security,Act or 'a qualified, health mairtte,nance ~organiza
, tion (as defined in seCtion 1310(d) of the Public Health 

Ser:vice Act>. , .' ",,' , ' , " ' ' 
",~ (5) MINIMUM PAYMENT RATES.-Under the state' pavment 
system" the State may provide that the amount of payment Jor 

, ./ ' ,any service within' a class of,seryices under~he 'sys~eln may" 
not be less than ,a minimum 'payment rat,e estab,lishedby the ' 

, " , State forthe services. ',i ,', ,,' ' ~"", " ' ;," 'I, 

• (6)',LIMlTING USE OF AD0 lTION PA'lMENT AMOUNTS,TO'BAD I· ' 

DEBT AND CHARITY.:...Under', the' State, ,payment' system; 
amounts,required to be'paid (for items or ,services) that are in' 
excess of ' the reasonable cost ,or /chargesor other reasonable , 
measure (as',may be designated by the 'Secretaries) of COSt for' 

'such items and services shall be accounted 'for 'separately and 
applieds6lely for the purpose of covering bad, debts or charity 
care ,Cas defined by the Secretary>. -' , ' , 

, , (c) QPERATION.-"rhe system is operated directly by' the State, 
or ,by a' State agency or other publi,c '8uthqrity. The previous, sen

'tence shalL be, const,rued:to ,prohibit a' State from contracting with 
private organizations' to carry out the requirements of the state 
payment system. ' , ": ' " " , ',,' 

,'(d) REPORTS REQUIRED:-ProViders 'of',services covered' under' 
,,.the ~ sysiemmus'i :make,such reports as the 'Se,cretaries may jointly 
'require' in orderto',morutor assurances provided 'under section 4203 

, , and make determinations under section 4204'.', ' , - ' "~' _' " ' 
- ·(e)CONTINUE:QA.cCEss:~The State,-must demonstrate, to the 

satisfaction of the Secretaries that operation of the system ~ill not, 
" result in any change in hospital admission' practices or the provi· 

i ' , sion ,of other,serviceswhich:result in'- .-::, ,;',:' ..:' "",."
',,<, > ',<pa;significan,tre,duction in'the proportion of patients, (re~ 
" : ceivmg services cpvered under the, system) ;who have no, third· 

:.>' , party,coverage and who are unable~to'pay for suchsetvices, ,> 
,. ,,:(2),a sigruIicant reduction i~,the proportion of individuals' 
, proVi,dedservices for,which payment i(or is likely,to be) less' 

',. thall the anticipated charges or, costs ,of such, seliices" or' , " " ( , 
,,J ,', ,(3) the refusal to provide services to individuals who would ' 

,,> ,be expected, to reqwreullusuallycostly' or prolonged treatment , 
.' ., :, for reasons other thanthoserelaied ,to' the ,appropriateness of 

':", ',:,, '"the 'care avai!able from 'the provider." " , ,',', ' ",', , .,' 
'x' , "' (£) SP:EClAL REQUIREMENTS FOR HOSPITAL A,'DMISSIONS,A.'ID Ex. 


_, . ': 'eLUSIONS. -If the system ,applies to payment for, hospital services,
' ..:". ",r '" , \: ..t'}~le :~)'ste~, req,uires hospitals. to ·~hich. the,' system applie~ ,to mee~ 

the' requirement' of section 1866(a)(1)( G). of, the'Bocial Security Act 
" , ,~with,.resp~t,to· the~edicare :progr~ ,and t~(syste;rt provides for' 

,:: ,:the excluslOn of'cert81n costs In,accordance wltfi:seCtlon, 1862(a)(14) , , , 
: ,: " of'such.Acl: (except for; such' waiyers thereof :as the' Secretaries', ' 
"': '." joiAily provid~ ,by regwatiqn). ," /> ," .,":': :; ,< ' '-;' , " ' ' , ' 

, I 

'~ : "" I.' " . ::~,:. .t '.':',' ; '.~. ~ ~.'. •• _ ~ \', j .,~ _ ~ ,. '." 

•• ',,"\ .J .' .:- _"', 

'1 , .. . .',~ ': ,~. 
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c. SEC: 4203; CONTROL OF AGGREGATE EXPENDITURES \R"EQl;IRE~ENT
.' '. FeR STATE SYSTE~S. -. .'. . '. ., 

{ai ASSL'RA.J."ld:s REQl'IRED. -: '" . '. . 
; (1) oIN GENERAL. :-:-Astate payment system may riot be ap

proved until the ,Secretaries ha\:e. been pro\;ded assurances . 
. satisfactory t9 the Secretaries that under the system. during a 

S·year period (the first such'period beginning .with the. first \" 

month in' which this section. ,applies to that system. in' the 
/ ' 

. ,1 , State) the following 2 tests ,are met: .... . '., . 
~. . (A) AGGREGATE EXPE"N!>ITURE TEST.-The sum of

. 	 . (1) .aggregate private .:sector expenditures .,(~s de~ 
fined in, para~aph (4»,' and, " ' "' , ~", " . I " 

'.' (ii) theaggregat~medicar.e expenditures (as de- . 
· .fine.d in paragraph (5)) for suc;h' class (or, classes) 

under the system,. ," .. .' " . l . .' 
· will not exceed the applicaole total limit specified' in' para· . 

graph ·(2). . ..... . _. ,', . 

, " 

c .. (B) .. MED.ICARE· EXPENDrtuRE TEST. - The aggregate 

medicare expenditures for such class' (or classes) ul),der the 

system wiUnot exce~d the applicable 'mec;iicare limitspeci· 

fie-d in'paragraph (S)". .... ..' 


· (2). APPLICABLE TOrAL LIl\IIT. -:-The ·applicable total limit 

specified: in this. paragraph is th~ total of the maximuQl . 


,amount .of payments that \vould:be payable. in th~State for the.. 
 , ..., , ' 

covered cla.ss(or. classes) of sen'ices jfthe .state payment S)'S, 

tem were not in' effect. With respect topaymerits for individ·· 

?als who are not'enrollep under the medicare program or )ned· . \ 


lcare Part C. stich.amount shall be based on the State pm'ate 

per capita expenditure estimate <established under subtitJe B . 

of title VI) for the State. adjusted -:-',' ".. ' . . ' .. 


" ...... .(A) to remov.e the etTect' of,th~ adjustment descril;>ed ill 
section 610Hb)(S).and. ; I . . . .. 

':. (B) to take into account only the proportion of such es~.· 
, " . 

· timate that is.attribj,ltable to the covered .class(o.r classes). 
(3) APPLICABLE MEDICARE LL\IIT. - The applicable medicare 

,lJmit specified,in this paragraph is the sum 'of - . . 
,,. . (A) the maximum.amou,nt of paymen~s that would be 
payable~,in the State for the covered class·' (or classes) of 
serVi.~esun.·.de.r t~~' medicare: progr~. if the state pa}".me~t 
system were not m effect, and .' ..' ..' .. 

· ·(B) ,the maXimu'til amount of paymel'ltS that .would 'be 
". payable' in die State. for' the covered "class (or Classes) of 

.,' ; , . servi~es under medicare part C if the state payment' sys
'. ·tem were.not in effect. ~ .. '. " . 

'. '.(4) ·AGGREGATE PRIVATE SECl'OR EXPENDITl:RES DEFMD.
In this. subtitle, <tlJe ,term' "aggregate private sector expendi
tures", means the product of- : . , .. . 

. \A) the State pnvate per· capita' expenditure estimate 
~ , \ 

. (referred to in paragraph (2); ,subject to the adjustment de
',~ribed in such paragraph) for t.he class lorclasses)ofserv·: . 

'lces covered 'under the systemjand '. ;', . ' .' ' . ., 
, '. . '. (B) the ,average' nunlber of residents of the 'State en- . 
. rOlled in certified' health plans: ,'. :- .... .' . : 

'" '(5) A.GOREGATE ~tEDICARE EXPENDITURES DEFt:Nl:D.·~·:In this 

. ,,~. i ~. -subtitle.' the' term . "aggregate medicare expenditures" -means 


. eXpenditUres 'under the· meaicateprogram and medicare part 

. -,e for-items' and, services' included in the class (or classes) of 


. , '" 
' 

services coyered under the system. . ' , . . . ", . ': 

." '.. (6) WAIVER OF AGGREGATE EXPENDITURE TEST-FOR YEARS' .' 


'.PRIOR ,TO 1997.:....The aggregate 'expenditure test described in'. 

::";' paragr,aph (1-) shall I)ot apply with' resPect! tq a'state payment 


;,\ '. . . system for any yearprior·to1997~, ... , /.:. ",,''';. 

,(hI ANNuAL DETERMINATION. BY SECRETARIEs......:The 'Secretaries 


;-",'".; , 
... ',' , , . "'. shall jointly determine annuallywhether' !:lstate : p'ayment system". 

c·: ; . .' '•. :' has met the tests described.:insubsection .(a).Il)forthe lllost recent . 

I 
I' 


:'.:S·year period. determined based'. on all :classesof sen-ices :covered . 
,

,.( . i,.<.. ,,' 'und~r t~e s};stezp./ .. ·.;:: ' .. '.,:" :.:": .. ' 

\ . ": 


, " . 

" ,:". ). "" . ,,;...;
. ,"~' . ,:: ," • ,,,,I ::.. 
 . \ . :"'"" ,," 

,j ,,' , • 	 .... , ,", 

:, 
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IC) USE OF MEDICARE SAI;"DJ'GS,~· ... , .' . 

. !l) L\1 GENE~. - If the Seeretane's jointly determine, that 
a sfate payment s)'stem under this· subtitle has resulted io' 

· medicare savings over ·a perio'd of 3 consecutive years, in the 
4th year, there shall be paid JO the State an amount equal to . 

· the medicare savings 'in, the first year of'such 3-year period. 
, Such payments,shalI.be inade from the Federal Hos~itaIInsur~ ..... 

ance, Trust Fund, the Federal'Supplementan' MedIcal Ins~r. 
ance Trust Fund, Medicare' ,Part C Trust Fund iiJ such 
amountsasrefl'ects the medicare' savings attribut.able to the, 
respective Trust Fund ln such first ·year.:· " 

(2) 	DEFINTTIONs.-;In this subsection: ..... \ 
:(A) The terril ~'medicare spending" m'eans, with respect 

. to a .State' in a -year, aggregate medicare expenditures in" 
curred under the mediCare program and medicare pl;ll't C 
in the,State in .the year.' " 

, 	 . (B) The term' "baseline medicare.spep4ini(.'means, 
with respect to a State in a year, the amount of aggregate .! 'medicare' expenditures that' the Secretaries jointly' esti: 

, . mate would have bee~ incurred under the' m~dicare pro· -.gram, arid medicare part C .i~ the State in/the year if this. 
subtitle~id not applY' in,the State: ..... '.' " . 

\ '.: . ,(C1The term :-medicare sa\;,ngs"means, :with r!'!spect 
, ,to a .8tatein a year, the amount by which the baseline. 
, medicare spending for the . State in the year exceeds the: . \ 

, medicare.speodin'g for the St~teinthe'Year.. 
,,SEC. 4204. TERMINATION OF.AP~ROVAL OF STATE'SYSTEM. ' 
. "(a) IN GENERAL.-Either of the Se~retaries shall ternlinateap: 
provai o(~ state payment system in. accordance. v..;'th this section 
if. such, Secretary, determine's under seCtion 4203(b) that the S~ate 
has not met the tests referred .to 'in 'such section. . . , " : i. 

\, . . f(b) PROCESS':-:- ,. ....." _ ' '....'. ,. 
Ill, NOTICE.",:" Either 'of the Secr,etaries may terminate the 

approval of, a state' paynlfmtsystem. under this subtitle only, .. 
, , .,. after the expiriuion, oCa:, 90·day period beginning on the date 

. ' suc,h Secretary info1'o15 ,the State of such Secretary's ,intention. 
J.tO terminate. ,such' approval, uille$s, during such 90·day period,. 

\. the State requests a heari,ng with such, Sec:retary .. r' '. ,.... !. . ': . 

, . (2)' HEARlNG.'-If the State req\lestsa:hearing during the" 
"j' 

, I'· 
! 	

· 90·day period described in;paragraph (1); such Secretary shall 
'.\ .. conduct' it ll.earingduring which the State may present e:vi~ 

· denceshowingthat' such 'Secretary·should' not terminate the 
approval of its system . .If such Secretary decides to reject .suc.h 

'evidence; such Secretaiy, shall ter'minatethe approval of the ':,
,State's system beginning with' the first day,cif the first mopth 
that begins afterthe date o,fsuch Secretary's decision .. , ' 
· . ", (3) 'IJUDICt:.ALREVl.EWPROHIBITED,-There shall 'be rio ad-.: 
mjnistrativeor judicial ,review-of a decision by 'either of, the . 

c.Seeretaneswith respect' to the, approval (or termination of ap: 
prova!) of'a state payment system under ~his subsection.. . 
(e) AoJUSThIENTS TO RECAPTURE EXCESS, SPENDlN'G.-· , , 

.. ' .. " (1) AoJUSThtENT OF l\<1AXIMUM.PAYMENT RATEs:-Ifeither of . '. 
the S~cre.taries, termina~es the, approva,l of a state payment sxs~ , 

· tem under this, section' due ·to"":: , '. ".,' '" '., " . . 
· 	 (A) Ii fliilureto' meet the test described in' section . \

. 4203(a)(l}(A) . (relaiitlg to aggregate, priy'aie . seCtor and .J' . '.','" .. medicare expenditures), :the maximum payment:rates oth,: 
, ,erwise established for services. 'within the class (or' classes) 

I·" 	 " 

of services u.Iider. subtitle D cif title.VI sh\all be adjusted in \ 

,\ . 
accoraance, w:ith paragraph (2)(A), but only for that State;

'.::'", of," . ,,: ',:':, " ~, ... "-.. ': :~ .. \.'. _ . I~'" ";., "',)'.:,: '.' 

. '., (B), a . failure' toineet,the test described" in . section 

" 4203(a)( l)(B> ' (relating, to . 'aggregate '.' medicare. expen:di . 


- " 
.... , ,tures),' the payment rates otherWise established for ,items. 


,. .' and, servif~s ,within .the class '(or classes)oL!?en;,ces undel;'. 
" :~ .;' 

"." . " 

: ,: ' . 	 ". 
,It,. ! """. " 
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subtitle C·of title VIiI shall be adjusted, in accordance ,with 

paragr~ph (2)(BJ, b,ut only for that State; 

(2) 	ADJUST!l.1ENTS. - , ' 


IA) L"l' l\lAXIMUM PAYMENi RATES FOR: PRrvATE SECTOR 

'E:X.PENDlT,URES; - The adjustnlent described in this sub· 

'paragraph is such ,a r.eduction in the ma.ximum payment 

rates for the class '(or classes) ofsen"lces covered under the 


,system ,as such' Secretary ,determines necessary" to " 

decrease~ , " ,'" ' 


, 	 , (i) the amount of flggreg<l.te priv;:lte sector expendi· 
tures that would otherwise be' made fQr' services" pro
vided'in the State, by , 'I " . . ,

'iii) the amount by which aggregate private sector' 
,expenditures for such ,class (or classes) of services for 
the 3;year period, in volved exceeded the applicable pri· 

'\ vate' sectOr, limit speCified 'in :section4203(a)(4) for 
,sucJl,periQd;'·, '.. ,":' ~',' -' 

" (B) IN MEDICAR~ PAYMENT RATES.~The adjustment de· r

Scribed. iIi this subparagraph for a State, ·is such Ii reduc· 

tion.'inthe applicable medicare payment rate for the class 

(or classes) of services covered ~nder the 'systeni ',as the 


, Secretary deternlines necessary to decr'ease- , . .' . " 

'.' .. (i) the amount of aggregate medicare 'expenditures 

. : that would otherwise. be made. for services provlded in 


the State, by , . " d' ,,' • 

. (iil'iheamount by which' aggregate medicare ex·. 
penditures for such c;.lass, (or classes) of sen~ces for ~he 


,,3·year period involved exceeded the applicable medi· 

.' care' limit specified'·in section'4203(a)(3) forsuch··pe· 


. " ,'riod... . . . .' 

. . (GlPERIOD OF AOJUSTME.t...7."""'"Tl',le ,adjustments under 


, subparagraphs (A).and (B) shall be made.,- "", ' 

, . " li>duririg the year follo\\-ing the termination ,of 


,~he system, or .' ". '. '." " .. ', .. .... '\ 

,Iii) .duringeach year ,in th~ 3·year period following· 


; ,/', ...... the termination,' if . s~ch Secretary .determines· that .a 
,reduction over.such3·year petiod is appropriate in the. '
case 0faSta,te.' . ',;, ' '.~. ' ., . 

I) , 

.SubtitleD'~GenerarRtil~s,Coordination, .. 
.~. " - ' : .~·and'Tr;;insiti()n' .' 

,- ..~ 

"1,',.' ~ . " " , . - '-,' / . .'-- .' " ' ,. " . 

, . SEC ..4301. PROCEDUREl;j.. ,. '. . ..'.. . '.' '. . .. 

. '. \ The'Secretaries shall prescribe by regulation a process for co· J 
 ," 

, ordinat'ing the"procedures of each~uch SecretarY:governing submis·.· 

sioI:l, 'consideration, ,and determination' of applications for apprt)val • 


. ,ongoing' reports, and termination 'procedures ·U:ri4er' this title . 

. Under such :pr6cess, .nO approval of any syst.em or program under .• \, 

this title may apply to thepartions.of ametropolitaI:l statistical' 

;area which are located in the COUnties' of Monroe. Wayne, On~ario•. 

and Livingston .. ' '. . . , ., \ : '. /. 
SEC. :4302. AVAiUIULlTY OF PRIVATE 'RIGHT' OF AcrlONFOR AG.' 


. ", ",GRIEVED I~:QMDUALS.\..", ..... . " 

" ,.' (a)INGENERAL;~~y rper~n laggri~ve~ 'by an .act or.orpission . 


of a. State. under this .tItle \Vh~ch 'constltutes . a failure to .comply .. ' 

with an . applicablerequireinent' 'of this title may obtain from the, 


. Suite ,in any court of competent jurisdiction' appropriate relief, in
. / .cluding actual and compensatory, damages and equitable relief. .... ... 


. , (b) EXCEPTIONFO'R CERTAlN VI0LATIONS.'-Subsection (al does 

not apply in the case of. an act ,or omissionuponwhich'g complaiJlt 

:ma};be ·filed in a complaint'. review office pUrsuant to section 9304 

'or for which aremedy maYbe sought under section 9331. " . 

, (c)'·ATToRNEY'S FEES AND COSTS.-In anY action under this sec

'.. Hon 'in . which the plaintiff substantially prevails •. the' court· shall-,_ 
>awal;d the plaintiff reasOnable attorpey:sfees {at generally prevail· . " 


i. 	 ,', • .~. :",1" .'\ ' " '}.' ... ' 

'~.' ,'.. \.·~r·, ., .. ~~~': ' ;;' 

:' / -:. ' :. ',.~ -; ~' " , • ':,1 t 
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ing h'ourly rates),rea~nable 'expert wit'ness fee,s,'and otheriea~n. 
able costs, unless the ,court finds, that such award would not be ap· 
propriate,' " ,,' , ,. , 

, (d) EXHAUSTION Of REMEDIES.-In an action under subsection 
la), the court shall exercise jurisdiction without regatdto',\vhether 
the aggrieved person hasexhausteci any adininistrative' or other 

, remedies that Illay be provided by law. "" ,,', 
SEC.,4303. REFEREN'CESTO WAIVERS UNDER THE MEDICARE PRO·, 

, ,GRAMS. ;' " ~, " , ; " / " 

, For waiver of certain piQvisions ,of the medicare program, see 
section 1894 of the Social Security Act, as ,added by section 8361 
of this Act. ' , ',' 
SEC. 4304. EXEMPTIONS FROM ERIS . .\. PREEMPl'ION. . 

Forex~mptions, from pree~ptiono,fState law"Under the Em· , 
'ployee~etirem~nt Income Security Act 9f 1974, see paragraphs (9),' , 
(10):' ana, (.11) ,of section 514(b) :6f such ,Act, as added, by section 
12004 6fthis 'Act. ' . i " 

\ ,,:- , 
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TITLE V~HEALTIl' pLANS ,ANIt
: GOO}>ERATIVES ). . 

TABLE OF CON7~ OF Tl'J'LE 

,.. Su.btitle A-Standards for Garners ~nd Insured Health Benefit Plans 
Sec. 5001. Requirements for certification of carrIers and plans. 

Sec. 5002. Nondiscnmination, . 

See. 500S! Open enrollment .. · ", . . ....,... 

Sec. 5004. Prohibition on preexisting cont.iition exclusions. 

Sec.. ·SOOS. Prohibition against waiting periods. ' 


. Sec. 5006: Co;ninuation of c~'erage requirements. " 

Sec. SOOi.· Benefit requirements. . . .' • '. . . .' . '. ' . . 

Sec. S008. ltequirements relating to.community rating of pr~miurns:' . 

Sec..SOO9.'Special requirements for manageq care and pOlnt·of·sen,ce plans. 

Sec. 5010. Standards ·for marketing of health benefit plans.' . 
 . . \ 
See.50ll:: Collection and dissemina···m of planinioimation. .' . 

\ Sec. '.5012. Jtequirements for arrangements with essential community providers ... 

Sec. SOlS. ~~lir~ents :elating to phin solvenCy. ..' .\. ',.,', . 

Sec. 5014. Utiluatlon re.new, . . . , ". .' 


. Sec. 501S.· Acceptance of premium certificateS, . . '.' .. 

Sec. 50 16. Additioruil. requi rements. for insured health ·benefit plans, 


Subtitle B-Standards for' Spon'sors and Self·Insured Health Benefit Plans ' 
.,.' :"PART I-GENE.!'lAL REQ~E..,U:N1''S'· 

, . 
.' Sec. "sioL 	Requirement' f~r ,certification. of sponsor~and plans, . 

Sec. :SI02. '. Limitation on eligible sP,onsors ... ' '. ~ '.. . 

. Sec . S103. Non·discrimination.· . . . . .' . ' . 
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Sec. 560T.Limiton changes in self·il)sured health ben~fit plans.' 
Sec. ·5608. Definitions: " . 

.Sec. 5609. Effective,date. 
" ~. 
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· 'S~btitle A..:..Standards fo'~,Carrfersand 
'""'-. ' 

· , In~ured HealtliBenefitPlans· . 
, " 

SEC. 5001. REQUIREMENTS FOR CERTIFICATION' OF' C.iRRIERS .-\.'IlD 
.. PLANS.,', .' '. '. ' .' .:' . , 

'. '(ai CERTIFICATION REQUtREDFOR-,'CARRIERS PROvmINGIN· . 
S()R'ED HEALTH.B~'I\;EFrr P~S.--:' ",', '..~- " ': . . .' ". 

~, ' ," (1) IN GENERAL.:"':'No· carrier may, sell., issue, 'or renew a 

,contract,' uncieran, ins:ured health .benefitpian tasaeflned in 

·section 5504)'. in . Ii St'ate. or s~ll: issue.or,-renew a contract 

under a supplementaLhealth ~enefitpo1icy (as defined in sec~ . 
. tion 5504(1l))'in.a State.. unless .the carrier, ,in ;relatiqn', to the 


",. c. \ 

'.' ,plan•.andtheplan have been certified. as meeting the applica. 

.ble' standards established: under s~ction. 5501 ,.consistentwith

.this subtitle- " " ". '" . '.. '.,;.' '., . . : 

- "', ;', .·~~'(A) by-:a St~t,e"regulato6;':program'~f'the' St~te (ap'~'
I'" • proved under.section 5502),or.'· .',' ';"'" '.' ,,"', ' 


. .' ,(B)· in' the case. of . a $tate. withoutsllch . an , approved I. 


,', .. program'; by. the SeCre~an(in accordance ~;thsuch proce· . 
. dures as the Secretary establishes); .' ' .•' . . 

'" ,.'(2)' PLAN DISAPPRO\l"ED,..;..:r.f>,.the· appliceble.regu.latory au: t. 

'thozitydetermines .that a carrier 'withrespect to an jnsured 
,heal~h . benefit plan or a supplemental health benefit policy 

, does not' meet th.'!' applicable, standards of this subtitle on or 
, after the effective ;date described in subsection (bl. the cartier 
may .notpro\"de' coverage under' thE! plan to individuals not en· 

, ' . '" rolled 'as of the, date'. of the de~ez::ni~nation and' may not continue 
..... to provide' the' plan' for 'plan~ years b,eginning after tile' date 'of 

,:suchdet.ermination~ until 1:p,eauthorit)· determines that such 


".-. , ." . : 'carrie~'and plan, are in .compliance. with:such s~a.ndru:-ds. , . ,:. 

" ',' ,·(3) SPEC~ RULE FOR C,b.RRrERSOFFERING·PLANS.IN MULTI· 


• 1 

l ":.• , ; STATE METROPOLITAN STATISTICAL AREAS,.~In tnecaseof a: car· . 
. rier offeri~g an' insur~d,healthbenefit ·,~planjn. a portion of'e 

, ,'.. State cthatislocated ina .metropolitan statistical area, the car< 
:,:,.,irler':may: not sell,' issue, or ,renew a.contract. und.er 'the 'plan. 
, _', with respect to an individual or employer in such metropolitan 

. statist~cal area ·unless the carrier. in relation to the p1?n. and 
\ , ," '''" ~" , ~ " • ,;" .'1:,' <, • }':" .~. - . 

--'': ,.~.. ~, . , ., , '., ,'. '. . ." "., .. 
.. ' ~." . ':r, .' - . .','. '~.' 

. " ~: ' 
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, , " the plan h'ave beE!n certified as r11eetingthe applicable stand·' 
,ards established under section '5501 by the State regulatory' 

" "program of each Stine in which the metropolitan statistical 
, ,\ area is located. The Secretary may w,aive the application of 

,this paragraph to Bcamer with respect to a State ~ith' an ap·, , , 
proved single·pa:yer system under subtitle A bf titl~' .IV, or,' , '" 
under unusual circulnstances. , ' ' 
(h) EFFECTIVE DATE....;. " ' " , ' , 
'(1) IN GENERAL:~SubseCtion (a) shall apply to contracts 

under insured' health ,benefIt plans sold, lssue~d,orrenewed on 
" ,or after JanuaIJ; 1,l~97:' " , '" 

, ,(2) EXCEPTION 'FOR PLANS OFFERED IN STATES REQUIRING' 
: I ,LEGISLATION.-,In the ca,seofa~insured health· benefit plan , 

" ,'sold, issued, or renewed in a State which the Secretary identi· 
, ''"'' ties, in corisultation' with the NAIC, as~ ,.' 

(A)' requiring State legislation (other than legislation 
appropriating funds) in order for carriers and plan~ to' ') 
meet the requirements of this subtitle, but ",' , 
" (B) ~avi:Qg' a legislature which is not scheduled, to 
meet in, 1996 in a legislative session in 'which suchlegisla· 
fion, may be coriside,red, ' ", ':,"'.., 

, the date ,specified in: this subsection isJanu~' 1; 1998, or, if 
earlier, ,the first day of the first 'calendar quarter beginning, 
after the close of the firSt legislative session of the State legis· , 

, lature that begins 'on oraftez: January 1; 1997. For purposes' ' 
.of the previous sentence, in the case of a State that has' a 2
year legislative session, each year of such session ,shall be, ' 
deemed to be a separate regular, session ,of the'State legisla

'. , ',:ture.' . ,,.,:' I, ' 
i 

·SEC.·'5002.. ~ONDiSCRIMIN.~TioN.~ . . ' , ','.. 
, (a) No DISCRIMINATION BASED ON HEALTH STATUS.-A 'carrier' 

, may hot den); ,limit, or, condition the, coverage under (or ben'efits 
, ofran' insured health benefit plan based ,on the health ,status, 

claims experience; receipt of-health care, medical histoI1', :or lack· " 
" of eVidence of insurability; of an individual. " " _, ':, , ,I , " ( 

, ", ,(h) OTHER DISCRIMINATION ,PROHIBITED....,.A carrier rna\' ,not en' " 
.~ .' , .. , gage inapy a~ivity'iil 'relation to an insured health benefit rlan' .' , -,,' 

.",',' offered in amarket sector ,that directly or through contractua ar· ' 
, .r'ange~ents wo~dhave the ,effect 'of discriminating against an, indi

, ," ""'idualonthebasis ofra,ce,~national origiri, religion, gender, sexual' 

"1, " orientation, Janguage; socioeconomic "status, age, status of an eligi

" ' , " ble indiVidual as a citizen of the United 'States, health status; or 
, anticipated ,need for he'alth services.,' ,'. .: > ' , ' 

,J., • .' , '.' ". , . .' ",' - '. ' ~ .. ;~.. . I • : t.' ...';.',. I • 

'~, " ,SEC; 5003. OPEN'ENROLLMENT.' ,'" '::' " '" ' '," 
, ":" (a) 'ENROLLMENT' REQuiJ;tEMENTS....;.Subje~':to: 'the ,succ.eeding 

"proyisions 'of:t~issection, atcanier. th~t. offers ,an.'i?sured he~lth , 


. ';,' "benefit plan m ,antarketsector,tomdlV1dualsresldmg ,(or to em-' , ! 


( " 
" ployers located), iIi 'a',comIriuriitY,-rating area <described 'in section' 


.'\:, , '5008(c» must offer the same plan to any other resident-' of (or'em
, '.' ,ployer located in) such": area who' is elIgible to seek coverage,' 


) .. 'through such a sector,', , ,-' ,
d, '" 

.. ' . ....~. ~),E~O~~fENT ~ERIOD.S.·-· .. ' .' ',_. "~' , '. . ',: > 
, , 

',. mIN GENERAL.,"':'~xcept as provide9 underparagtaph ,(2), 
the ,requirement, described, in subsection (a)' shall apply on a ' , 

..1, continuous, year-round.basis. 'i',.:" " ': ' , ' ',' ";" 

" ," .. ' (2) "ENROLLMENT FOR INDMDUALS IN COMMUNITY-RATED 


'\ ,': ,"'MARKET ,SECTOR. ~:W~th,respect to 'eligible individuals seeking 

':', : ,,',\; ." ,en.ipllment in an' jnsu~e'd,health benefit plan' offered in the" /, .... 

"'r',, y' ,": ,I;;.. ,community.ratedmarket-, sector W hoare' seeking cO~'erage on ,. 
" 'behalfof·themselves (and, their dependents) ,and not seeking 

: cOverage on the basis qLemployment or through a; consumer 
'purchasing cooperativ~:the following rules apply:,'" , ," 

:, '., ,',"'<' ":IA) ,ANNuAL OPEN ENROLLMENT ,PERIOD·.':':"The' State ." 
~ :';': ":' " 'shall 'establish an annual open enrollment' period of at' 
, ',' ·.,"least 45 days during which a carrier may I}.ot refus~ to en-, 

~:' "roll-such indjviduals.Beforea~d.dliringe,achsuch ,'o~en 
'" '''' ,.., ~ '... ' ' 


" '~,,': " " :, ., .. 


: -:.1:.,
, J' • 

~ -'. .~' . " ~; 


. ;' 
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. enrollment' period; the carrier shali .make p~blicinforma:' 
tion on the"availabilit~ pf coverage in the community-rated 
market sector (in accordance ,'\lIr1th section 5010) . 

. IB) CONT[!\.'UOUS OPEN iJ'Ij"ROI:.l.:,MENT FOR NEW ~1ARKET 
·E!'4"'RANrs.~A carrier-maY .notrefuseto enroll. such an in
dividual who· is not enrolled in an insured health benefit 
plan. offered in the community-rated, market sector. ...,1 

, ' '.' 	 (C) PERMITIrNG CHANGE IN PLAN.- ' .' , 
", (i) .a,ROUNDS FOR,CHANG~_.:....Anindividu8.I ,may, 
change the plan under ,which the individual is pro- " , . 
videa coverage under an insured health benefit plan

, " (J) during the individuars first year 'of cov: 
erage': or. ", \' . , ... ", '. . \..' . 

aI) for good cause ,during any year of the indi
vidual's. c()verage <undet ,'procedures developed by 
the Secret8l:y). , ' , ,.. 

, (ii)' TIMi::NG OF.·CHANGE~~A, change ill plapde· 
, .scribed in clause (i) shall be effective, on the first day' 

" ,,'

',".. of the,first month beginning at least 45 days after the 
.. ,date.theindi\;dual provides notice to the carri~ offer
, . ing the plan. in which the individual seeks coverage. ' 

. to) .PERMi:TIrNG CONTINUOUS OPEN ENROLL.t\IEr-..'T.
· Nothing in this subparagraph ,nlay b~'construed to,prohibit 

,a cru::rier from permittin,g enrollment of any.individual at 
any other time, so long as the cl!lrrier permits, enrollment 

. /. 
, of any individual eligible to enroll and· does not discriOli- "', 

nate among such individuals tn violation of section 5002. 
(3l EXCEPTION FOR YEARS BEFORE 1999:-: 

" JA) lNoMDUALSi':",Notwithstanding an)' other pro\-i
. ,~' ,sion, of this title. during any :year prior. to 1999, a cai;rier 

offering an insured health bene'fit.plan offered in the com· 
· ,niunity·rated market sector may 'refuse' to ~nrollan indi·· . 

\'idualwho. se,eks coverage under. the 'planon;behalfof the .. ' . 
individ'ual (and .the iridividual's depende~ts) and not see'k·. 

'irig cov'erage on the basi~ of employment ,or membership ,in 
'. ( ". 'a'qualifying association, 'or through aconsumer purchasing" ' 

"'." , : "cooperative',' except 'during 'an anIluaI30·day, open enroll·, ' 
inellt period establishediby,the Secretary for States during' 

· which the plan would be. required to provid,e for enrollment 
·1, i'" · of 'any such 'eligil,>le' individual. Be(ore .and, during such· 

,open enrollment period, the carrier shall make p~blic in" 
'formation qnthe a\"ailability of coverage under such plans, 
(in accordance with. section501m:'., i' :,., ...•... ' . ' '. ' 


" . '
.,. . . (B) SMALLEMP+.OYERS:-Notw'ithstanaing.any. other. 
provision of thisiitle; during any year-prior to 19~~, a car· . 

't,· 

"1, . ',rief may refuse to,provide coyerage witli'respect to a small 
'1 : . ':employer through the community-rated' ,mllrket sector' if . 	 "\. ! . . " the. employer doe's ,not meet standards of the'carrier relat· 

'" : 'ing to theminimuIn participation of employees oLthe em . \',: 
" 

, ployer in insured:health benefi~plans offered through such 
;; " 

! ' .. ' '. sector (in . accordance with.standards established bvthe 
• i ' .' ~. :Secre~aIy),exc'ept .. during, the annual 3().day,opEm e"nroll· 

':, merit period'described ins1JPparagraph (A) 'during: which 
· ,the. ,plan would be r;equiredco, provide .for coverage \vitlf re~' 
· spe<;t to any smaIl employer. Pripr to ana during such open . ,', 

· enrollment period, the ~arrier . shall make puplic~informa. 
",'- ' ',·tion 'on the availability oCcoverageunder such plans (in

". . .accordance withsection5010l. ':.",' ..;, " ; " . 
",':, " 	 . 

,"'. (4),_ExCEPrIO~ ,FOR rE~MINATEri~LANS.":"'A ,carrier may 
" \ ",." 	 . "'. . . ,refuse .to 'enroll .an' indh-idual ;in an insUred health·benefit plan 

\: J 	 •. , ' ~' " ." .. ' 
'r ,'offered in 'a market sector if·the carrier'is terminating enroll· 
, :. ment in the plan pursuant to section 5006CC). . ' ":: . \.' 

.' -:: '(e) SPECIAL RuLES FOR PLANs·OrFERED.THROUGHQuALIFYlNG
.·ASSOCIATIONS.:..... ""'>'.:",'.,.:,.', ", '," ....'.., ,":. .:'.' " .... ", 

. ;\. :~. tl),OFFERING,OF PLANS PER~IITrEri ......Subject·to .paragraph'... , 
:.(2), a carner may offer an insured health. benefit plan through . .'. ,,..' , , ;'-"" 	 ' . 

., . : . ,... . ~. \ . 
'. , 

, '~. ~.' ":. , 

,',' :'., , 



't " 
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·	an 'association' that is a qualif5ing 'association definediri suo. 
section (e)(4L' . . . . ",' ,l 

(2) SPECIA.L RuLES 'FOR ASSOCIATION PLA.'l'S.~With respect' 
to an· insured health benefit plan offered by a carrier through. 
a qualifying association -::-' . , '.. '.. ,... ' '.' 

· . (AI the carrier shall offer the same plan to al,l. indi\id· 
. uals and employers eligible to; seek coverage through the 
community-rated secton .and ,'.' '. .•.. ' .. 
, , (B) the carrier may not offer the plan to. a large ern; 
ploye17seekingcoverage thro~gh the,.association on behalf 
,or-its employees. . '. "',. .' . " '.' '. . . .' 

, ' (3) CARRIERS THAT ,ARE QUALIF"i"mO A~OCIATIONS: -In the. 
'case of a qualifying a~sociation that- .'.... . ' '" 
. ',' (A) is a religious fraternal otganiza~ion. and,. .'. 

. (B) is. a carrier' (and was a carrier as. of Dec~mber' 31; , \ . 

. .1993), "':'" .' ..... . , 
the association may limit enrollment in health 'plans it offers 
as scarrier to members.of the association. : '. '.' . .•.. "; 

" 

(d) CAPACITY LIMITATION.- .' '.' . (' '.' .' . 
CHIN GENERA.L~A: carrieroffering"an insured health·ben: . 

efit plan may appl}; to the applicable regulatorY authority to 
, Cease enrolling new employers 'or indh'iduals in part· or all of 
· the service area ofthe plan if it can. demonstrate that itsfi~.an -,' 
cial, or administrative capa,city (oz:. in the case of a staffmociel . 

. ~.,. . or dedicated group' model health maintenance organization. its 
'service:capacity) to serve previously' enrolled employers and in~ 

. dividuals' (and additionaLindividuals who will De e~pected ·to 
,eriro~l.because of'affiliationwith stich previously enrolled; em, 
ployers) will be impaired if it is required to enroll new employ-
ers'or individuals. .... ~ .. :. . 

. (2) PRIORITIES IN 'CASE'OF O'v"ERSL"BSCRIPTION:
•. , : . (A) ll'lGENERAL. - The applieableregulatory authority 
· " in aState shall establish,a method· for establishing enroll· 

ment priorities inl, the case of an insured health benefit 
:: plan offered by 'a carrier', that is permitted to limit enroll·· 

".,: .. 
I 

ment' under this subsection. Except as provided in sub: 
.paragraph IB),' such priorities shall no~ take into account' . 

··'personal.'·characteristics of· .potential enrollees•. such· . as 
"; /

, ' ."health;sta~us; . socioeConomic statv,s., anticipated need for. 

t 	 · .: health care, age, occupation, se:ll."Ual orientation, race. sex, 

•. ,riationalorigin, or affiliation With ariy person'or e.ntity. " .. 
. . ', {En PRlPRITIES. - !Such method. shall provide 'that in 
· :the case of such an oversubscribed plan-' .. ',' ',' '.' 

",' ' .... . '. (i). individuals already. enrblled in 'the plan .' are· . 
':. r.,-.J 	 ',' .' . 

." . . . : given prionty' ineontinuirig .enrolh~~ent in the. plan, :~. 
' 

. and :.'. " ~.' '., . . . ',~ . i :. .'. ,:' .. " .. . 

, .: . ~ . . .. (mto. the. e:ll."tentthat . other, indiViduals :rnay. be' ·en· 
rolled" such enrollment shall be in accordance with a ". \ 

'.' . method that prov~des equal o ppOI'tUnity for aILind(vid
• <. :'uals' who. 'se~k"enroll~ent .during. t}:1e<'sanle enrollment 

period;regatdless··of when during. the· period .the eri~ 
. rolhnent has been sou.ght. . •. " . , '" '.' . . 

, • I \ 

, . ',. .(e)1\1ARKET~EC'!OR~ .DESCRIBED.. -For purposes;of dlis title;:.' .•. 1 
each ot; the followmg ~s a. separate.market sector: .. ' . . . .'. '.' 

..' (1): CO~~IUNITY'RAT~IfMARKET SECToR. ...;.;;The co·nimunity. 
~ ;" rated ·marketsector•.consisti~g· of (subje~ to s,ubseetion(f» ..... 

,.... (A) indiViduals seeking coverage ()nbehalf of them::" 
.' 'selves (and' their:dependents)and not seekin~ coverage on . . " 	 ,",.'. ,': ".' ." the basis of employment or mempershipin:a qualifying as-. 


'. ',. ", ' •• '.' ,..sociation,or through' a: 'co.nsumer purcha.sing ~cooperative;, !' 

'\.1 :<,and -', ,:: :'J ",~,,:. ::•.',~" .. ' ",.. '.' .r'· 


.' ":, ., ~k • 

: .;;' . ; ,.' (~). ·small<.eIIlployersseeking coverage ,on behalf of 
.,\. ; their employees (and d~pendents).and'on behalf of~other 

'. individuals· on the, basis ,of their employment '(or siIl1il~r~ 
.bus~nessrelationship) with: the' employer ,and not 'seeking, 

c· .'. : '. .c',' ~:, '. '" ..... '$ ,: :. 	 ' '. '••• 

.,'. 
• ;'. i' ' ••<, ~, ;. I' ,~, > ~,' : '.f . , . -,. " ".,. " 

, 'i 
'*, . 	 .'.' ,

" 'j"' .. ~." 
t,: l'" 


'I • " 
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co\:erageonthe basis of mem;bership in ,a qualifying asso· 
ciation or through a.consumer purchasingcooperati\:e.· 
·(2) LARGEGROLJP .MAR.KEr SECTOR.-The large group mar· . 

ket'o sector;'consisting of eligible large group sponsors seeking 

I' . coverage on behalf of indh-iduals' eligible to ;seek coverage 


through s\.lch sponsors. ,.' : "'. ',. . , 

. (3) EUGrBLE LARGE GROUP SPONSOR DEFINED.-;-In this sec· 

tion, the term ~eligible'large group sponsor" m.e~ns an eligible 
sponsor .described in section 5102(bl. "" '. .' 

· (4) OTHER DEFINlTrONS.- ... . 
· ' rA) CONSUMER PURCHASING COOPERATrVE.-The term' 
'~consumerpurchasing' cooperative"means.a cooperative. " '/ · described in 	section subtitle E. without regard Ito ~hether 

. , or not a,gran: is nlade. under suc~ subtitle for .the area in , 
· which the cooperative is established. . . , .... . 
· '. (B) EMPLOYEE IN('LUDING' SELF,:·EMPLOYED;:.....The term. 
· "employee" includes. with .respect to an employer that. ·is a' ." \'. self·employed individual"the self·employed individual. .. . 


· .. (C} LAR.GE EMPLOYER.-The term'''large' employer'" has. 

the meaning given such term in'section 1l06(b)(IHAJ.... ' :. 


. .. . rDJ QUALrFYING ASsocL~Tr6N.:""',The term' "qUalifying" . 

· assOciation~':mea,ns.;an assoCiation; religious fraterna19rga; 

. nization, or oth~r organi,zation lwhich· may be a trade. in· 

dustrY.Qr professipnal association. a chamber of commerce, . 
 .\. 

ora public entity'association) thafthe Secr'etary finds"::'" 
i • (i} has beet;l formed for pUrposes other than the . ' 

· sale of health insurance and does not restrict member· ..""',' 
ship .based on ,any characteristic described -in section . '.,'
5002(a), ',r' •. ., , 

. '(Wdiles not eXist solely or,principally for the pur·; 
. pose ofselling 'insurance. \ '.,. • ...... .' .", '.. . .

.. . '(iii) has at least 1,000 indh-idual·niembers or 200 
· eni'ployer members', ." . '. : " , '. , ' 
,.. . f,iv) offered,a health benet1~ plariasof Dece.mber .. 
~1,'19~3,' , .."" .' . 

. (v) any health benefit plan it off~rs to its members 
. I is,made availapJe'.consistentWith ,th~ requix:ements'of," ., 

.. section 5002(a),'and ., : '.: ., 'I,'," .... 

(vi) any health benefit plan it offers to its memo 
, ,bers 'is not made aVa4lable' to any eligible large grOup 

" . sponsor describ,ed i~paragraph (31. '. .. '. ' • 

" . 
< 

,..... .",. ~ ~ 	 Such term includes:· a subSidiary Or corporation that is 

wholly' owned by ope or more qualif~-ing organizations. .
," .. 

, ,\' ,"(E)' SMALL;Ei\tPLOYER.-The term. "smallemplover" 

. me~s ani employer that is .nqta large emplo),·er ~d·em.· 
,. . 

ploys, at'leas~ 2 !imployees. , " , . . ", .;., 
... , / 
/ 

.'\' (f) CERTAIN INDMDVALS ~OT ~~C.L¥DED IN COM~t~TY.RAT~D .! .; 


, l MARKETSEcrOR.~The followmg mdlV1duals are . not .mc1udedm 

. , the conimunity.rateo.. market sector' unq er sub~ection (e)( 1): .. '. ' . 


... " ,,~. ~! : 
. ~ \. 
 ; .~.; ~ 	 .('1) ,MEDICARE ELIGIBLE INDMDUALS. -: \ . ,'. . 
'. ,. (A) .~ GEN~RAL;-Subject to sucu:iaragraph',lB), an' in·, ' " 

'."' '" ~;,' . .div'idual 'who ise'ntiHed 'to benefits or enrolled,under part·.: : 

:.,.. ' .. A of title XVIII ofthe Social Securit~· Act., . . . '. . .. " 


" . :.> " '. '. ,tBl .EXCEYrJONWHERE MEDICARE SECONDARY ,PAYER.~ 

" , ;. ~ " .~, Subp8.ragr~ph (A) ,s~~l riot ~pply to ~ ·indiyidu~.:U: the . 


':., . . ,. certified health' plan 'in which the individual, enrolls (or 

. ..Will be: enrol~ed), 'un,der this subti,de'is (or,'would be) a ·pri·


;-: ", .. mary'pian (as ,dennedinsectiQn 1862(b)(;?HA) of the Social' 

, .•.. '" Security' Act} With:respect to ,the.indh-idtial. : ..•. ' . 


, .. " ,. ," '(2) ENROLLED AS AmEPENDENT.':"'Ab. indh-idual who is en· 

<" ','rolled under another ~ealth. p~~ asadependentof.an.individ~ 


~"'.,::ual~: ."'.' .. ,"-' .•"','" .... ' ... , .. :... ".",;" '." ,~, 

. ,.'. '. (31' SPECIAL. REQUIREMENT. FOR' MEDICAID·ELIGIBLE INDrVl]), 

... ';:': UALS.·':"'AI(individual,.whqis'·entitledto benefits With respect to 
~ •.• ' the guaranteed national benefit package under'aState medic· 'f, 

\ , 
,. . :aid plan unaer title XIX·.of the SocialSecur-ity· Act. , .. 

; ," " ." , .", <, :.' "" •. ':.J:' '.. ',: - "," .":. '.,',I " 

: ',~' 	 , ~~:, ~.'.; " , .. 
- ' ~,;.', I ,":" 

..~~ '\ . 
", :'" 
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'(4) FULL-TIME EMPLOYEE OF Sl\1.A..CL 'DIPLOYERs' E."<ROLLED' 
IN MEDICARE PART c.-An individu,al who is' a medicare~part C 
cO\'eredemploy~e and, ;sho is a full·timeenlployeeof an em~ 
ployer who is not a large empl'oyer. '-""" 

, ' I 

SEC. 5004. PROHIBITIONON'PREEXISTING CONDITIO!' E.'XCU:SIONS. 
,i, , ,(a) IN GENERAL.:-A carrier mas nOl: exclude or limit ~coverage' 


under an'insured health b,enefit plan with respect to sen'1ces coy· , 

ered under the plan related to treatmen~ of a preex:isting condition. 


,(bJTRA.~SITION' FOR YEARS PRIOR TO 1999;..:..., ' 
(n IN GENERAL. .....;SubjeCtto ,the succeeding pro\;sions .of 

this' s~bsection.. a carrier providing an insured health ' benefit " \, ',plan 'play exclude coverage with"resp,ect to' serdces'related, to 
treatment of a'-preexisting condition. but ,the period of such, ex

, clusion' may not exce~d 6 '~116nths and sud~ exclusion shall' not 
, ': apply with, respect ,to services, furnished tone.wborns. preg· 

"nancy·related serVices. or to a plan for which :>J.ch exclusion 
did not apply as of the effective date, of subtitle F.• 

(2ICREDITING OF PREVIOUS COVERA9E,-'::, ',', " 
, ,,(A)' IN GEl:'fERAL,'-:A ',carrier providing 'an insured, 

health benefit plari shall provide that ,if,an individual cov
eredunder such a plan is in a', period of ;continuquscov. 
erage (as defined in subparagraphlBHi)) \\-ith respect to 
'particularseh;ces as of thedate,of initial 'coverage under 

'" 'such plan: any period Of exchision of coverage with respect ' " \. 

,·to a preex:istingcondition for,such.services·or type of,serv·' 
'ices shall be reduced ,b\' 1 month for each month in the' pe· ' 

, tiod of continuous' coverage. • " ,'/" " ';' 
(B) DEFINITIONS. -As 'used in this paragraph: " , , 

" CD PERIOD OF CONTINUOCS COVERAGE. -,The term 
, ' ~'perjodof contilluous coverage" means. with respect to 

" ...." , particular' services. the period Qeginrungon,the date' 
" 'an individual is enrolled ,ti,nder' a health benefit plan, 

~\ "the medicare program; a State medicaid plan; or other 
',' health, benefit arrangement which' pro\;des b,enefits' 

with respect to the same or substantially similar ~erv' 
ices' (as' determined in accordance with criteria estab· " 

lished by 'phte :SecretarY)andelldson the date the ind.i·, 
'" vidual is not so ,enrolled for a continuous period ~f 

" ' ' ,morethan, '3 ~ months ,'lor, for', a,'longer' period \\;thre·" 
,.. .. ,'" ,',' spect to' individuals who' ,lose employment and meet' 

,', , , ,'~' such otherconditions.'as the Secret8..t}:ma}~' specify).' ',,' 
" '\,': ·(m PREEXlST1NCf CONt>rrION.-The term -preeXist~ 

fng' con~ition",means.,with ~~~p"ect:~o' coverage uD:der 
..\ ,a health benefit plan, a !=ondltlon whIch has been dlag· " 


nosed or treated'dUring the 6·month period ending on 

the day' before, the first dtlte <;if s1,lchco\'erage, (without'


, , .,' regard to an}; waiting period), ' " ",' 
.',' SEC. 5005,PR;OHIBrT~ON :4.GAINSTWAIT~GPERIODS., " ! ' 

f, . 

.: I' 

, , ',{aHNGENERA1 ... -Ex~e'pt.as otherwise provided iidhis section, 
a',carrier shall provide coverage of an individual under an insured 
health benefit '.plan as' of,the' first, day ofthe month following the 

,monthQf enrollment.A carrier may, not impose any waiting period' 
'J." "on ari enroll~e before proViding coverage ,under an insured health 

. b~nefit plan." . :" ", .:. ' ' ;: -':" .. ": .". ' '. '; .',' , :. '.' ".'. \'. " " ' . 
. ',' (b)COVERAGEAFTER'ENkoL.Ll.IENT DURING A.1\~AL OPEN EN. 

" ,.'"fiOLL~IENT'PERIOD,-in the case 0(, an individual who,enrolls in an 
,',',' 

insured ~health b~mefit,pla:n"during ,an: openenrollmehtperiod de· '  '" '" ' 

, " "scrybed ;in • section 5Q03(bH3){Al, thec~rrier"shall' provid~ coverage' 

,of the' ~nd ividus.l under the plan effective as of '~uchdate ,as the , " ,I

Sechretal1. 'dtnay, establish with respect ~oenrollrrH~n~s IIl,a9.e, during, 


l ' 

'Suc ,peno . '~ " ' " ' " , 
, " . " _ , " '.' ., " \ ." ". - " . 

~SEC. 5006','CONTu..-UATION or COVERAGE REQUIREMENTS. ", ~, ' 
".',;,' ',,(:a}.IN'GE,NERAL~-kcarriermay not refuse to enroll. 'refuse ,to '", 

",:.'r~newthe enrollInent of, ortermiriatethe enrollrilentof,'anindivid.' ' 
":::"",: ':~ual or .~,rpploY~iril'hUiinsured,healthbenefit phm except for

. '.. • • d •• " p, ~ '. , • ' • :\' {,_ • , .. ,' .'~ 
,,:-, " 

, '. " ~.. 
," 

" 
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(2) fraua or mis'repres~ntation of ma:terial(act., ',' , 

,(h) TRANSITION FOR,' NONCONFOR~lrNG POL!CIES;.,..:-';ot\v1tn
, standing State law, or the provision of any agreem'ent to the, con· 
trary, effeCtive January 1, 1999, a carrier may ,cancel or refuse to 

! renew a health insurance policy issued in a State prior to theappli 
, cation, of ~hi~ part to health benefit plans sold or 'issued in' the, " ' 

State if'the policy does not ,pro\;de for coverage of the' guaranteed 
nati<mal beriefit package,: but only if the carrier, offers the'policy

, hold,er affected the opPortunity to obtain coverage 'under an insured 
, health benefit plan meeting the; standards: established under,this
part. , " ' ' , " , " '" '~,' " <' 

, '(c)EXCEP'I'ION FOR PLANS EXITING MARKET.'-
, 

, (1) IN GENERAL. '-A carrier may 'refuse to renew the enroll· : , 
ment·of,or'terminate 'the, enrollment of, an individual, or em· 
plo;yer it:l, an insured health benefitplanoffered)ri a market 
sector if- . ,',.,,' ' 

(A), the carrier 'is terminating th~ enrollment oLall in- ", 
'd,ividu8Js in such plan with the" approval of the' appli<;able', 
regulatory authoJ:ity .. or ',,' .. -, " " ~' . 

. ' (B) the carrier 'is terminating the plan pursuant tO,a 
'joint marketing agreement entered,intoprior to Jail1.iary 1,'
1994. ' ' , .', ' , , : i 

(2lLr:MITATION,ON,OFFERING OF OTHER, PLANS IN ~lARKET 
SECTOR. ':"'lfa' carrier terminates the,eru-ollment of .indh;duals 

'. '. ". 	 in a plan' offered lin a market sector pursuant to paragraph (1)' 
in '8' State,' the ,carrier may:not offer, a plan Ith~t is the saine , 
type as the type of plan terminated) in ,the market sec~r to in- " I, 

\ '" dh;duals or employers in the State until the expiration of the 
5·year periOll that begins on the date that nO indh;dual is en

, ' rolled in ..theplan in, the State, 
, 'SEC. 500;: BE:"JEFIT REQUIREMENTS. ,'" , 

(a) REQUIRING OFFER'OF PLA.."J CONsiSTING OF Gu~~~vrEED I 

NATIONAL BENEFIT PACKAGE.- ',', " , ' '" " ' 
,. , (B,rn, GENERAL.-Each.carrier, that offers an insured 

; ,',',:: healthbenefifplan: shall offer such splan that onI\" includes 
, ", •. coverage for the, benefi,tscontained'in the guaranteed natio'nal' 

, 	 " , i 'benefit ,pacl5age. ,A cairier, ,may.,offer ,a plan" witI-lin each type " ' " , 

of plan' within each. market sector; , , ,,' , . \ , , 
: .. , . ": ,(2)'LI~IITATJON ON '9f,FER~G OFHJGH ,DEDUcTIBLE PL~S.-, "" 

.. ','A carrier niaynot offer an, insured he8Jth benefit ,plan that is , ' 
'. '. a.' high 'ded\1ctible-plsn other than,. to, an employer who demo , • 4 '. 

onstrates that the employer, is making contributions tq medical I 

saVings accounts in accordance y,;th section 3466(dH2)IC)(i) of , 

, i , the Internal Revenue Code of 1986., " , I,: " 


, ,.fb),PREEMP'I'ION OF; S~ATE'~WS REQUIRING PLANS ~O COVER
.; .' 
ADDITIONAL BENEFITS.-Subsectlon (a)(1) shall pre.empt any State 

, " ·law requiring a carner to include in anjnsured health benefit plan 
'.'- . coverage for any benefit not :contained' in the gu~anteed national . 

. benefit package" '" .,' .', ' , ',' , 
, ,', (c) SPECIAL RULE FOR',ENROLLEES COVE'RED UNDER' MANAGED 

,',:MENTALHEALTH PROGRAMS."": . ' ' I ",' ,. 
..:",' ... , .. "', ': . (1)' PAYMEN'T:TO STATE 'OF, CAPITATEDPAYMENT.-'In the 


":, case, oram' individual enrolled in an insured health benefit plan ' 

.,','"; " 'who is enrolled ,in a managed mental health ,program ofa 'State ' 


,or '~n1ndian .tribe or tribal organization approved u,ndersec
,', 'tion 198.1 ofthe :P.ublic ,Health Service Act, for a'month-:- '''''' 


, ' <: (A) ,the, iridividualis considered to have waived the 

, ,'" 'right, to: benefits! .for:' mental ,health services through the' , ' 


,:", J 'plan" in: cQnsideration of receipt",ofbenefits 'for mental,.. , 
"'health sernces'through:such program;' ", ," ' .,' , 
. '.:,', (B)';he carne~ pro\;ding,the plap,shall make ~' per 

capita payment to' the 'State, or Indian tribe, or, tribalorga
, .: 	 nization, in the amount specified in paragraph (2), on.oe· , " 

, :' 
:." 

.... ',,':,"" : half of the indh;dual; and [ , ' " , " "I 	 ., 
: 'I, ~p ': :~.. '" ..:' ~: ", I '>'," '~. '.:~. ..;. \' ,,', "', .. ;~ \ ," ,~ ,


." ~ 


" 
~ .- ":.' . 	 "', .," 

, ,:~' ,-.,' . . . '. ':' :. ~ " ",.',:.' , .'.: .... - ', .......;, .~. . '. 



Title r. 'Subtitle' A. ' 
" , 

127: 
.' .' .-, ' ' 

. (C) the carrier is not obligated to make any-other pay· 
ineilt ,under the plan with respect to, mental health serVo 

,icesJurnished to the individual during)he month. " , 
, Payments under; subparagraph (B) shall be made 'on a monthly'
'basis;' , ,', ' ,',', , ' ' ",,' " 

, ( , . ' ' (,2) CAPITATED PAYMENT AMOlJNTS,. -:- The amount Of the per 
capita payment required under paragraph (1) shall be an 
amount determined' in accordance with a methodology est'ab· 
lishedby the Secretary' (similar to the methodology used under 
section l893(b) to' determinecapitated payments to States and 
Indian'tribes or tribal' organiiations on behalf of medicate 

"beneficiaries enrolled in' such programs) that reflects the por' 
tion of the premium l!ssociated with the cover~ge of mental 
health' services under the guaranteed ',national benefit pac,kage 
that would be provided to the'individual under the plan if the 
individual ~er~ not enrolled in, the managed mental 'health 
program. " " ,,' " " , . " "", ,,' .' ' 

, 	' ' ,(3) MENTAL HEALTH, SERVTCESDESCRIBED...;...In this,: sub: 
section" th'e term ',mental health' services' has die ' meatiing,.'. 
,given such term in section'1893(c) of the ,Social Security Act. 

, (d) SPECIAL REQlTIRE~IENTS RELATING 'TO; PRESCRIP'I'IOj\f 
'DRUGS. ~With respect, to ,outpatient prescnption drugs, cover,ed 
'under an in'sured health benef'i:t plan; the plan may subject the cov. 
, etageof the drug .to prospective review,' prior authorization, or, drug 
use ,review,but only if such review or ,authorization is conducted 

',ih the same manner and under the same terms as provided under 
" , section l834(d)(6> of,the SoCial Security Act. ,., , : ' ' . 

SEC.. 5008; REQUIREMENTs RELATING TOCQMMUNiu ~TIr~G OF 

1 

, , , ' PREMruMS~ ',"',' " ,.' ,',' , ' 
, < " ',,(a) RATING REQUIREl\IEN-r.-Subject tosubsec~ions (bland ie), 

the'premium rate charged by a carrier fora type of insured healdt.. 
, ' 

qenefiq,lanin a community-rating area' (as specified' under, sub· 
. section (c»within thecommunitv-rated market ,sector shall 'not: 
, vary except by ,class' "of enrollmeti't in accOrdance with subsection .'\' . 
. (d),' 'c', ,", ' ", :" "" " 

'\ , :(b)TRANSmoN;":" " " " :' 
,,(1) GENERAL' TRANSITION: 7:'" Excep~ : inthe i ,~as~ 6f aState " 

, I described in paragraph (2): !' ' "',' ,.,'., ' , 

.. (A) FIRST Yl!AR. .;...In 'the fIrst year Jor,which this part 

" applies to: a carrier. in ,8 State/the :premium rate charged " 


, ,by the carrier fot an insured health benefit plan, providing' ',,' 

, ,the guaranteed national ben~fit'packagei~ a< commiJ.nity

.rating area'may vary within a class of.enrollment so. long ., 
·as the premium range percentage (as defined in par~graph" 

" ' ,(3»,does not exceed, 213 :ofthepremiumrange percentage, ' 
, ,Of prem'ium rates charged by the carrier for insured health'; ,( 

,.,' ", 'be~efitplan~ prolvidi~~similar benefits in .the comrilUriity-, • 
ratmg area 10' the preVlOUS year, ' ,.;, '" . , -l. " 

,(B) SE;COND ~.:,,:-Jn the' secopd, year.for which' ~h~s " 
,part applies to a"carner in a' State; the :premiumrate 

,,". :'" charged ,by the carrier for' an insured health benefIt plan " ...'I>'" 	 " , ,providing the guaranteednatio,nal, benefit package in a,•.~..:' ,;" >' 
";,. ',' , , cOIl,lmUJiity-ratingarea may vary within.'a class 'of en,roll·,- . ment so long as the premium range percentage does not, 


\, ..,' , "exceed 112 'of the 'maximum premium range percentage per
,.:; ",,' ,: 'mitted under. paragraph ,! 1) for t~e previous year. 


, , "<I,;,," \'(2) SPECIAL ~TRANSITION,FOR ·STATES SUBJECT TO DELAYED' ' 

", .,', '~lPLEMENTATION.:~,rn ,the case, of aState' described in section' ' 


,...:, . :' :',500l(b}(2), in the;fi~st year for:which thi,s,partapplies to a, ~ar"' , 

,~.".,; " ;:' rier ,in the State: the' premium rate charged by the carrier for " , 


'" , ' an i~sured ,health benefit plan providing the guaranteed n8-, ' , 

,;' ' ,tional benefit package in a, community-rating area. may vary 


, ':;within a'class of enroUmen(so long as the, premium range per· 
':"centage (as defined, in p~ragraph·(3ll. doesn()t exceed 112. of the 
, " ,premium ,range. percentageof.premium,ratescharg~d by the 
,",";' , ~:t-' 'f~, 	 ';-'. ,: V ~ , \ , . 

" I' 
~I ,~ • 	 , , 
,\ !'j 

. ,~. ., 

1 
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ca;ner' for" insured h~arth be~efitpi~ns' provld:ing sirrtilar bene
fits in the community-rating area, in the previous year, ' , 

, (3) PREMruM RA.'<GE PERCE!'.'TAGE,DEFINED.-Inthissub- ' 
section, the term "preniiumrange percentage" means":" 
, , '(A) the highest premiUtll ,rate minus the :lowest pre-, 
" mium rate,divided;by'. ',' " , 

" (Blthe lowest premium rate. ' , 
, ex.pressed as ,8 percentage. " " , , 

,: (4) 'PERMISSIBLE VARIATION.-Section 5002(a) and 5002'(b) 
'(insofar as such sections relate, to age. health status, or antici- ' 
pated need for health services)' shall not apply'to variations in ' , ' 
premiums permitted under this subsection.. ,,',' " , 

, ' (5), No TRANSITION PERMITTED AFTER .1998....... In 'no event 
may any ,variation in premiums 'be permitted pursuant to ,this 
subsection after December 31._1998. ,.' , , " " 
\.J SPECIFICATION OF COMMt.rNJTy-RATING AREA.":':' 

(1) ~ GENERAL. ~For p:qrposes of this section.~a commu
rnity-rating area shall be determined consistent with, this sub: 
section. " "", . , ",,' 

(2) No SPLITTING OF MSA:~The entire part of a Iheticipoli; 
,,' 	 tan statistical areashaUbe in' the same comhlunity·rating,. '/ 

'" area., ' " " , '...., '." ' ,f 

(3) ,TREATMENT OF NON·MSA. ......" ',', " . " 
, ' ' .cA) IN GENERAL>-Except as provid~d in subparagraph 
(B). ~ po~ions of a, State thatar,e outside a metropolitan 

, statistical 'area shall be in a single. commup.ity·rating area. '" 
," (B) STATEMAY'DMDE.,-A State may divide the por

" ' dons of a State:that are outside a metropolitan statistical 
'areaintO more :than/one community-rating area> -", .-, ' 
'(4) No OVERLAPPING AREAS .PERMITTED.-No portionofa 

, Statema~-be in' more than o:t;le community:rating ,area. : ,,' 
" "(5) SPECIAL RULE.~Notwithstanding, paragraph (21, the 

. State of ,New York shall, defi,ne 'a community·rating area' ,to be , 
the same area as an area defined \ las', of AugUst·1,1994)pursu· ,J 

ant' to section~4317 of-the Insurance Law,(jfthe, State of New \ ' 

yark. " " " ,', .' ' ," ", 

, " , ,', Id) C,HARGIN9:RATESBY CLASSOFENRoi.Ll\iENT:~')' " 
~. I > ~, (1) I,NGENERAL.-:-Eachcarri~r shall establisrrseparate pre, 

miurn, rates for each of the three ,classes of enrollment" de· ' 
scribed:' i,n 'section 31b) :for each, .,market s~ctor" (including the 
large employer market sector). " .' ,"',', '" '" '. " 
::' (2) VARIATIONS :ONLY,'BYACTUARtA..LVALUE.-Thedif. , \ . 

:ferenc,es,amongsuch ,rate~ for' an insure,d 'health benefit plan, ,
/: " ' .. shall reflect only,differences in the ,actuarial ..;alue of the guai~ , , 

, 
, ,. 


,.:.-, 'anteed nationat ~ benefit package,a~ong the, classes of. enroll- " 

, ,ment, consist~nt with' standards established 9Y the Secretary.

'(eJ.RIsKADJUSTMENT;- ,'" , , ',', 


n'iDEVELDPMENT OF MODELS'BY SECRET.A.aY.~ , " \ 

,.', ' .. ' 
 , (A) IN riENEa.A.L.:....:The Secretary shall ·develop one ,pr 


more modeLrisk'adjustment systems, under which pre- . 

., :" ',' ,'miumsapplicable: to insured health plans; 'offered by car: , 


'riersin thecommuniiy-ratedmarket ,sector would be' ad, 
\ " :', justed to take into:accQunt such fa~torsas, the SecretaIy 

, ',,' consi'dersapprop.riate to predict the future need and use, of 
" services by in~ividuals enrolled ,iIi such plans, which may 

.. .inchl;de-.: ,~", ',,, ""'; , ' .'.', ,'", \ ' 
,:' '" . (i) the ag~. gender. geographic residence. health 'I, 

, ,. status, socioeconomic' status. or other" demographic 
, ",characteristics of, individuals ,enrolled in such plans;' 
; and," ,," ,\ ~,.;., -;'.:" ;,; , ",,' " " 

. '\.,,' (ij),the' ,proportion' of ,i:ridiyiduals, enrolled in. suctt 
, ;~'. ;':_ ,plans who' are ArDG recipients (as defined in section 

,.' ,~.." '2(1» or SSI reCipients Ias defined in: section 2(11)); , ' 
',' ". ' ~, 

,I • 'f " ..... , - \, (B) UPDATING, NODELS.~.The,.Secretary may periodi· ' 
cally ,modify the'modeLrisk adjustment systems developed 

-,';\.." 

.' ;.;.. -". ~.... '>, ' .. ,- -:.. ':''I:'.,:~' . t'· /' · .• ·1 .'. '. . ,.,~, " .. / 

, ~ 
,,' ' .','," ',,-. 

" ' 
'?- -. " ,: ~,> 'f'~' .. 
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. un'oer subpara~;aph, (Ai as the Se¢retrui· con~iders appro
priate . ". " ". ,. '. . : 

" '. . (C) ,ADJUST~1ENT FORPED~TRIC RISK F.~CTORS.-In ad
dition to the risk adjustment methodology deve:loped under 

',subparagraph (A), ,the Secretary shall . develop . such .a 
moqel methodolog)' for pediatric risk ·factors. based ,on fac- . 
tors that predict solely the future need and use of health' 

. services' by' children enrolled in health. benefi t .plans~· . 
(2), APPLICATION OF ~IETHODOLOGY TO PLANs. ...:The State' 

shall require .carriers providing insured health plans, in the , . 
State in the community-rated market sector to meet the ,re
:quirements of oneo~ the model risk adjustmerit syste.msde,:"el: 
oped by the Secretary under paragraph (I)(A)" or the requlIe· 
ments of an.' alternative' ,system adopted -by.the State ,and' ap.' 
Proveq by the Secretary; ., . " . " '. . ., .' ,'., . . , ". . 
,if) EXTENSION OF COMMUNl';Y RATES TO LARGE GROUP MARKET' .. 

. $ECTOR.-Nothing in this, section' shall be construed to,prohibit a ' 
carrier froinoffering a plan ·in the large group market sector at, the 
rate applicable to the. plari in the community~rated market sector. 

~, f 

'SEC:5009. SPECIAL REQUIREMENTS FOR MA.1\lAGED CARE'AND PO(NT~-
, ' 	 , 'OF·SERVICE PLANS. " ' . 

. (a) IN GENERAL.-The additional requiremer;ts of this sectio'n, 

" ,- I shall apply- ' , . 


. (I" in thecase,of a managed care plan; and,' 


\ 
(2) with 'respect 'to . the furnishing of items/and ,seI'\ices 

through a .provider.network of a point-of·ser:vice plan. 
(bl ARRANGEMENTS WITH PROVIDERS. ....:.. , , 
" ',(l)lNGENER.A.L......Thecarriershall enter into,such agree· ' 

, ments with health care providers (iricluding pnniary and spe·, 
cialty providers, for children), or:~have such other arrangemerits 
as may be .necessary to.,assure ~hat'individuals' enrolled \,i,·ith· .' 

. ;' the plan ha'l(',e, reasonably pro~pt access to all item!) 'and servo 
',ices contained in the guaranteed national benefit ,package (in·, , , ( 

.' .. ' ',cluding ,access to. ,seT\ices on a 24-hourbasis where' medically 
necessary), in ,a manner that assures the continuity of. the pro- .. .., 'vision of such items and services. .', " , 

'. ,(2) PROV(SION OF PHYSICIANS' SER\,yCES.-In the case ,of a /., 

: i ,.', managed care plan,the plan p~ovides for coverage:ofphysi
.'., cians':services primarily~ , ."., '",' '" " • ''1, 

" ',I '(A) directly throughphj;sicians who are either employ· 

. ,,.' , ',:ees'orpartnersof the carrier offering. the plan; or , '., . 


1' •• 	 ',;" 

"J , ',' ': ~. (Br"..through \co~tr~'C~s '·with' ind~yi~ua:l, .. phy~icians 'or, 

'. one ()r -more group's of: physicians, (organized, on: a 'group , '.,
:.. , 

:practice Or indiVi<j.ualp:ractice basis), . '" ' 
'(3) ACCESS TO CENTERS, OF EXCELLE.'Il'CE.-, .

t;':,. (A).lN, GENERAL:<..,. The carrier shall demonstrate that 
, ' :in4ividuals enrolled in a plaJ:l (iJ;lCluding individuals with ' 

"acute ,. life-tlLrea~ening 'and, chronic diseases). have access 

, through the plan's provider ,network. to specialized ,treat,
. ~ -. . ': 

" ~, , 
Iilent ,expertise 6f,designated centers of excellence. The ,car; 

I. ~. ..rier shall demonstrate such access, according' to standards 
, developed ,by the Secretary, inchidirig requirements relat· , 

ing to pl~ 'arrangerhents 'with' such, ce,nters 'and pJanrefer ,. 
• 	 ,. 'l • ral ofpatIents.to' such centers. ,. .". , ' " '! 

, 

,', ',:", , (B) .DES(GNATIONPROCESS FOR, CENTERS· OF EXCEL, 
',' ' \ LENCE.":'"The Secretary 'shall establish a· process for the' 


. , ",;; ,,' designation of facilities as centers ,of excellence for" pur· 
 , ~. ' . 
, I ,f" . '~" ....~oses:~{)f.this.p~ra~~ph; ~~.ch:p~c~ss may include the'use , ' ':. 

. '.~ . ,<:'" , 'of treatment outcomesr'data..,.. "'. :,i' ;. j' ',~'. 
, 1.:', ,(C) REQUIREMENTS 'FOR[)E~UGNATION.~A facility. may

" l, , " ,notbe designated pursuant to subparagraph iB) unless the 
" '; facility is determined - ' . ' 

, '. ,,(i) to provide specialty care,! . , .' , " " 
.,' (ii) to deliver care lor 'complex cases'requiring spe'-" '.' '. 

,cialized treatment ,and for individuals with acute life·" .' 
' ... threatening or chronic, disea.ses, and' . .. ' 

, ' 
" 

, ' ;, ,,: 

",.-, 
 '" ", ' .. 
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.',' (iii) to meet any oiher req~i'remeI)ts that shall 'be" , ' 
established ,by the Secretary relating to" ~pecializeg " 
education andtraining,of health professionals;' partici,. 
pation ,in peer,'reviewed research or c.1inical trials,'or , 
treatment of patients froin outside the geographic area 
of the facility. " ' " " " 

, (4) NO~EFERRAL REQUIRED FOR OBSTETRICS AND G~., 

COLOGY, -:- A carrier may ,not require an i~dh;dual to obtain a 


, '. referral in order to obtain coveted items and services from a f 


physician who specializes in obstetrics and i,ynecoJogy: ' , 

, (5) PROTECTIONS FOR rNDMDUALS WITH-'DISABlLITIES.-A, 

'carrier take such m'easures as, Iliay, be" necessaly, toettsure the, 
provision of covered ,items' and servic.es forindiVi.duals\~;th, 4is~,' ' '\ ' 

abilities" i,nc1uding' such measures as 'may be, necessary to en· . 
, , I 	 ~ure access to centers of e?,cellence and essential community"

providers. i .', • , ',,' ", 

(c) 	PROVISION OF EMERGENCY AND URGENT, CARE SERVICES.
(l) IN GENERAL.:"'The plan musteover medIcally necessary , 

emergency and /urgent care services :provided tQ, enrollees (in· 
, cluding 'trauma serv:ices provided by. designated trauma cen· 
"tersl;withoutregardtowhether or 'not the prcivider furnishing 

such services, has a contractual (or,\other)arrange~ent with 
,the.plan to provide itemS or services. to enrollees of'the plan. 
and; in 'the case of senjces: furnished ,for the treatment of an ' 


',1, enlergency medical condition, (as, defined in s~ction 1867(e)(l) 

-I,. of the Social S~urity Act),' without regard to prior, authoriza, 

tion. " " , ' , , ' " " : 
, (2) DESIGNATED·TRAU~lA CENTERS DEFJJ:..."ED.-In paragraph 

(1), the term!'designated trauma center~'-, ," , ' 
, ' (A) has the, meaning given ,such term in 'section 1231. 
of the PUblic Health Sen;ce Act, ,and, " ' , " , 

" 	 , " ,(B) includes (for years prior ,to.2M!) a trauma center' :,
that' '. . ", ' , ' ,:', " : 


,/ 
" ,-'m is located ,'in aSt~te' that h~:s'not d!i!slgnated, 
 " 
" trauma centers under section, 1213 of such Act, and" " 


, " , ,(ii) the Secretary finds meetS, the standards u'nder: 

,'\ ',such section tO,be a designatea trauma center, ' 


'\,' (d). STANDARDS RELATING TO PROVIDER NETWORKS.,,:"" ' ' 

(l)' LI~llTAT:IONSbl'-1 ABiLITY TOEXCLUDE' PROVIDERS FROh{ 


'j ~;ETWOR~, - ", " ' " ,," . ,. ' , 

" ,', ':,~(A) IN G.ENERAL.~Except as 'provided in: subparagraph 

IC), a carrier offering· an ,irisured' healthpJan may· not ex· 
clude ,from the provider netwotkofthe plan, any ,provider, 

,of covered items, or services (inCluding, Ii rionphysicianpro· , 
yider) who isw:i,lling:~ accept thet~rms fOJ:" participation ' 
m the network,mcludmg terms relatmg to the schedule of 

'fees, covered expens~~, and quality staridards.', ' 
".: (B) CONSTRUCTION.~Nothingin trp,s sectiol) may be 

, construed to' prohibit a carrier (rom carrying out an}' of the 
, followiri.gactivities with ,respectto providers whoaremem;' 

.: 	ber-sof a plan's provider network: ' ~' .:" ,," , 
(i) Instituting criteria for the 'creden'tialing of pro. , 

... ,'.", viders. " , ' , / , " .' . . 

"; :, .',(m Requiring proViders:to accept discounts in,fees. ') , \ 


,,' liii) Matching the availability of providers with ' 

,the~needs of individuals 'enrolled in tlie pll:ln., .-: ' 


\' (iv) , Establishing.. measures tQ, maintain' quality 

,',.' .' I, and control costs. , , 

,(C) EXCEPrIC)N FOR" DEDICAT'ED, GROUP AND ST-AFF 
'MODEL ,HEALTH ,l'IAIN:rENANCE ',ORGANIZATIONS:.....: Subpara. , 

", ",/., " graph (A) shall no~ apply ··1N'it~. respect ·.~o a managed c~'reI 

, .plan that is a healthmainienanceorganization', if the' \ 
',', ,'" organization'.- : ," ." " , ' ' "",..,. . c , \' 

, " " ' , ,,(j)',;is' treated as described'in ,section 501(c)(31 'of 
,; ~he InternalJ~,!,!venue 'Code of1986 pursuant to section '. l 

: :5Ql(n).(2)0~:such Cqde>or'". " " " " ,:,,' " , 
~. . .' '. , . 	 .' . I I,:'" 	 " 

'J, • 

... ,...... .. 	
\,,', 

,', 
~ .,. 	 '~, 

http:servic.es


F:' HSA' GEPHARDT PRI~TG~Q05 	 Title, r," Subtitle ..,j, 
" ' 

131 
(ii) is not so treated but substantialiy all of its pri- , ' 

, ma'ry care ,'health ,sen-ice,s are provided: by the organi,
'zation to its members at,its' own facilities through 
health c'are' professionals who dq not pro;-idesubstari 
hal health ~are sen'ices other 'than on .behalf of such 

, , organization. 
" (2) DUE PROCESS PROTECTIONS FOR PROVIDERS:-- , 

',(A) STANi:>ARDS FOR SELECTION OF ,PROVIDERS FOR NET, 
WORK>- '," , " , ' ' " " 

," I. (i) ESTABLlSHl\:ENT.'-The carrier shall e'stablish 
standards to be used ,by ,the carner for, contracting 

0' with health 'care proViders with respect the plan's, pro- " 
, vider network~ Such standards shall be established' in ' 
consultation with providers who are; members of the 
network. ' " ',; . ,,',," " ' 

':(ii) DISTRIBuTION OF 'INFORl\lAT'IoN.':::"Descriptive, 
'" information ,regarding 'these standards shall be' made 

available to enrollees, proViders who are members of 
the: network, and prospective enrgllees and prospective' 

."participating providers. ,'" :' " , 
, '(B) NOTICE REQumEMENT.~ , " 

co "(i) IN GENERAL,-The carrier mav not terminate or 
i, , refuse to' renew.' an'agreement witl'(a pr6viderto par-' " 

tiCipate in:, the plan's provider 'network unless the ,car',' , 
'rier 'prov;ides writte~ notification to the provider of the 
carrier's decision to terminate' or refuse to renew the 

\ agreement: The notification' shallincluae a statement 
of the reasons" for the carrier's decision, consistent' 
with the standards' establlshedunder subparagraph:., , ',' '(Al.- ".: '," " " , ' .": " ,..,., " '. ' 

'- (iDTIMING OF ~OTIFICATION.-The, carner shall 
, provide the notification, required under' clause ,(i) at 
, least 60 days prior to prior to, the effective date, of the •0 

termination or expiration of the, agreement (\\jhichever, 
is' applicable). The previ6ussentence shall not apply if ) , 

"-, failure' to' terminate 'the .agreement prior" to the ,dead-, 
line' would adv'ers,ely affect the health ,or safety of an , .\ 

\" indiVidual enrolled-,with the~plan.' - ' 
:' (CrREVIEw PRbcESs ..~ " '",' ," 

, ,', ::(i) IN GE1'lERAL.~The carner shall provide aproc- , 
. 'ess :under which the provi,dernlay request a review 'of. 

thecarrier'sdecisiori to :,terminate or refuse' -to renew 
the', provider's, participation agr~emen:t. Such review, " ',' 

"sha11 be conducted by a group of individuals ,the ,major
'ity of whom arehea~.thcareproviders who are meIll' 

':.'. ~ 
. i. ,J. ;bersof the· plan) pr~v~d.er network or employees ol the 


. '," ',: : carrier, and who! are, members of the same profession 

,,':' ' as the pt:"ovider who request's the review. ,',,' " 
 'J, 

" , : -' (ii) CO.uNSEC';':"Ifthe ,: provider requests in' ado, 
'-, vance, the carrier _.shall, permit ,an attorney, represent- ;, , , 

-ing theprovide'r to 'be preserit at the provider's review.· 
(iii) REVIEW ADVISORY>-The, findings and' conc1u

,sions ora review und,er this subparagraph sha.11 be 'ad
- visOry and nonbinding;' ," '_ " " ' '. 

;. 	 .. ' _",(0) 'CONSTRUCTJON.-;Nothing' in this paragraph 'shall 
',,.,',,' be construed to'affeCt allY other provision of law that pro

" ' 

" j
vides:an, appeals :process or other form of relief to a Pro7' . 

, ..videroofhealth care~serVices.', ,." " ' 
, 

.~. , (3) DEVELOPi\lE~ of' MEDICAL POLICIES:- The carrier ~hall 
;consult Witli ,physicians who are :Illemberi;ofthe plan's network 
,in. the de~elopment ,of, the pian's' me-dlca!: policy, ;'quality and , 

" .,', "credentialing crit~ria',aiid medical'management pioce9ures. " 
'SEC: SOH). STANDARDS 'FOR MARKETING OF HEALTH ,BENEFITPL(~S_; 

, :--, ',(a) MARKETING' RESTRIcTImls.oNCARRIERS.- '" ,~" " " 
; (~j.IN',GENERAL.:""Ea~h'c~rrier- (,,' ' 

~. ': " 
,'\;, " - .. 'r.' 

.,' :.'. -~",'; " - \ . 

, 

/ , ' " , .. ,;. 

" ' '. ~ 

, / 
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, .. u\) shall file any . marketing' materials for' insured 

.' . health benefit plans it provides for appro\'al by the appli" 
cable 'regulatory authority prior to distributing them with,' 
in the p,1an'sservice area;' . '; '" .'I .' 

. (B), may not .distributeany such materials that, have' . 

npt' been previously approved. by: su<;h authority, and '. '.' 


'. j . (C) shall comply with such' other requirements as t}W .
'" 

Secretary. may impose,' including requirements .to assure 
that marketing materials do not include false' or materially 

, \ misleading informa~ion8ndotherreqUirements designed 
, 'r' 

to inappropriat~ marketiIlg practi<;es. including abul;ive en,.L 
.rollnientprocEfdures. . . '. ". . 
. (2)RESTRICTIONON.USE, OF l\1ARKETIN'G MATERIALS.-All 

"such approved marketing materials- •.. . . . 
" . ,(A) shall' be made available uniformly .to. all individ

'.' . uais eligible to enroll' in .plans-of the carrier' pursuant to· 
. section 5003, and .., . '," 

( .. ',. '" (m may not be~ used to. attract or limit enrollnieritof' , . 

.......certain itidividuals or groups on the basis of personalchar'- . 


acteristicsorantiCipated need for health services.. ., .' 

(3) PROHmITION OF TIE-INS.·~A c~rier may not se'ek to in·· 

fluence an individl,lal's choice to enroll in a health benefit pl~n: 
'., .i~conjunctionwith the offering or sale of any ot.her product', 

.. ',The'Secr'etary may establish rules to carry otit this paragraph:" ," 
.(b) NONDISCRIMINATION IN AGEN'tCOMPENSATION:.""":A carrier

.....(1) may not· vary or condition the co~pensation provided 
. '.~.o an agent or.brokerrelated to the. sale.6rrenewal 6f~an in-.· 

. .. sured health benefit. plan because of the ,health'. status· or 

," ',,"' 

" l claims. experience or a'nymdividuals enrolled:.wi~h 'the carrier 
through·the agent or broker; and '. '. ":' '.... . . " ., ... 

:. . (2Ymay not terminate, fail to renew,'orlimitits:contract 
":" or agreement 'ofrepresentation with' an agent or broker for any

;'; , .reasc:n'l 'related to ~he.health status·or·claims' experience Many" 

", . ;individuals. enrolled '~with ,the carrier through ,the' ·agent· or ' 


broker.,' ::' " , ','., :'" ': -.' . , . I 


" , ." (c) CONSTRUCTION.;';':'Nothing ih this subtitle (other, than' sub
.' . "'section'(b» may',be construed to permit a State (inchidillgthe en, .' 
. ,-, , 

.' rollment assistance ·program'establishedin the State under section .. 
• j" . 'sO11(b» or a~nsumer; purchasmgcooperative, to restrict' the abi). . 


,:':', ... ;.,,i~y.of 8. carrier'. to contract :with an agent. or bro!ter "for the. ~ale of 

' ... :. :.~ an ,msUred health plan·offered by the'carner... ' '... .' /' 


" j ' ," • " .:. 1 ' ' ' • ,- " ,". ..'... f . , " . .,.' ~ " .' " 

., ,·.:'········SEC;SOll.COLLECTION AND DISSEMINATION OF PLAN INFORMATION,' 
" I ~., ' . " ,., :, ..' ',~, ';(~J, l'.ROvtSIONQF,lNF,ORMATION·BY-.CAiiRIERs;~A. carrier pro~' . 


. :') \{viding an 'insured health 'benefit plan:' in a State shall provide to. " '. 

.' .. ',' . the' applicable regu,Iaiorj authority .:iriformationrequested by the.', ' 


, . '.State to,disseriJ,inafe under" this section.! ;'. "'. . " . .' 
\. ..'/' ',. ',' . ", .. :~ :\(bVENR9L~ME~;A$SISTAN.CE, Pi,U)G~i.~Eac,happlica~le.regu~ 


'. . ' Iatory me~hamsmm .a ,State· shall 'estabhsh and. operate anellroll~ 

'. . ·iment.assistallc~ program which,:-:,' <, : .' .' . '. . .'. , .' 


.; , .. ,;",' "~ (1) 'provides for, enrollment assistance with'respect to all 

" ". ' insured he,alth benefit' plans .offered in the community-rlilted 


market sector. iIi the State;-', " ,.' . I! 

. ":, .,' .;;;,;: ': (1) providesifor sites that are readily'available,to individ~ . 

,,'.. :~\~/. ;-.:,ualsand.emp16yers, eligi~le to seek coverage through plans in, 


' ... ' ·:.;:'::'~::such. areas arid that are not controlled by any catrier ,(or group

'.'. '. or association of carriers), arid . ...,. . 

, ':"',': (3).must .becoordinated~th..thepreparation:and provisibn 
,'of ,annual'jhfonnationon'illsured health benefit· plans .under· , i . 

. '" "".',:;ubsection (c):':>' : ....... ' c,,> ," '.' ..... ' .... . 

•.1 •.. . ,<: ..':',\:'..:',) ;(C) PROVIDING AN'NUAL'INFORMATIOlll' ON INSURED "HEALTH BEN·' 

': ",/:;,~:~;\',.~,:;';::Ef!IT·.,PtANS'7. "",' . ',':", "::., ':,..' '.' '... .' '., 

:~; •. :\,:,:;:.':?';f::"~D'::'~,;.'-·':;:'(HL1\i, GENERAL:i.Each 'appli\=able"regulatofy authorityina' , . 

, ..";;':":;'.,:,;:~:~:\:,,,,;{\;., State,shall annually prepare ~nd .:m:ak~ available to consuri1ers, 

.-: ,;';~:";;~:,':(';,i~:i~;in;:a' (uniform· :format, iriformation on', insured, health benefit " 


. ,",0' .;<:",.~'\~;'~"«:'\::."::"lplanssoI(Hn the State .;.:" c... .","" . . ., 
'. ~

,~?'~~~~~;fi:~~'~·i~:,:·>;"' >"',,:' ..' ".:.'.: . .. 

" "",' 
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(2 1 INFOR!.\t~tION DESCRffiED:-Suchirlformation . shall In: . 

. elude sunimarv lnformation-,-. 
. ,(A'i for each plari,bn.,- . .'. .... '.' 

. ,.(i) the premiuil1 for the plan.and·.the 3-year rat.e . 
of'increase in.such premium,!". ..' , . \., . 

.• .(ii) identity, location, qualifications ,an~ availabil
.'. ~tyof providers i?anY.J?rovid~r Mti.vor~s of the pIau, . 

'. ) mcludmg the ratio of pnmary care proVIders, to. enroll- . 
'. 	eesduring the previous year, '. ". '.' •. '. , ".' .... ,' 

'," . (iii) the' number ':of individuals enrolling and 
disenrolling from the, plan i.i:dneprevious year" '.', 
"(iv) ~procedurestised by' the plan to control utiliza> . 

tionofservices and expenditures, '., / ... '.. , . 
. .·(V) procedures used by the pl~ to assure qualIty 
of care, ' ' .... ,:,' ". ,.' '. ".", '. . ..' 

(vi) the plan's loss ratio; and .' . , . ", ' (. 

. (vii) rights arid ,responsibilities. of enrollees,' in-· 
, " ,.. ' eluding rights: described in title IX;" .,' ". i'· ., 

. ,,: ,', . (B) in'addition, for each managed care, plan!, . on -: ' " 
: .. (i) restrictions .on payment for services proVided" 

outside the plan's provider n,etwork; '.' ....., .~ .... 
•. ' .. (H)·the .process by which services may be. obtained . 
through the plan's provider network, ." ". '. ' 

(iii) coverage for out~of-area services, and . . 
' •. , (iv) any exclusions· iIi the tyPes; of. providers . par· 
'tiCipatmgin theplim's provider network; , ...... '.. . 

. (C) the mean,s by ,whi~h .iIidividualsmay .'contact the' 
'J. Consumer Health Advocacy Office. available forcoIisumers 
. '" ·in the Stat,e '(as' established _und.~rpan O:of title III of the: 

:-	 PUblic Health 'Service A~, as added by title VID;and.. " 
. ,', (D) such' other information as .the Secretary . mayre- ',' . 

. quire, ..... : ..,.. ... , '," '. ." . . ".' 
.. '(3). DISSEMINATION" OF. INFORrvIATJON. ~Camers', ·.agentS', 

.' and brokers. shall. provide' the •. informationdescriqed in this 
. subsection to individuals ',arld'l,erilployersseeking to purchas~
health ·coverage., . , . '..' , . 
(d) DrSCI!.OSURE,OF UTILIZATION 'REVIEW AND,QUALITY STAND .. ' 

ARDS:~Upon the request :of a~y/ individual, with,respf;c;t· to an in
/"sur'ed .health plan offered inthe' State, the State shall make' avail
'able information on.? :1..' .. ' '.. " .. '- . .' .:', . . '. 

. ',J1) procedures used, by' the :plan·,to.·controlutilization of 
1 	 . services and expenditures, !lnd .. ,..." ......~... .' _ .. '. ...' '." . 
. ." ..'/ (2) procedures used 'by tlieplan to' assuri!"qualitYof. care. 

. 	 . . ; ";-.' .... . "., . . . . ,.,,' '(..' ''''. '.' .' 

SEC.~,.5012. REQUIREMENTS FOR ARRANGEMENTS"WITH ESSENTIAL. 
. .' . COMMUNITY,PROVIDERS. -' ,., , ..;.\ ;. 

la:):tN'GENERAi~~_-_. .' " i. '-'!"-_~<'::::'., . ".~/ , ': '" . 

'.' · " JD AGRE;EMENTS REQUIRED:':-Each carrier ptoviding, an In
" 	'1 

sur~d health benefit plan. shall; with respect to . each • essential. 

com~uriity provider (asdef"med in. subsection '(c)) located with· 


" ,. , in the plan's service area!exceptas provided'inparagraph(2»), 

... . " " ,ofier to 'enter into a written providerparticipati'onagreemerit .... 	

'.,
; " 

' .. : '. ,.·(describedin ,subsection (b»)' ,with any" sucll; ,provider who is 

\.;\ 

.. 'vvjllirig .:to,accept the generally appficable 'terms for :participa~ . 

" : '.tion,., including. terms relatirigto the i>cheduleof fees,covered \ .. 

)', , 

y expenses: and quality st~dards.· '..... ,., ,. .' '. . ... 
-','; ....,:~ . .:'::,J2) 'EXCEPTlqN'.~OR.~qREE~I~NTS.,B~~; CE~~AtN. ~EALTH,' 

, ,\ , --, .. .l\IAINTENANCEORGAN~ATIOr-1S· :AN~ HQSPITA.l.S. ;.;.Paragraph, (ll, . 
. shall. not' apply ,with respect '~o any essential. community pro: .. · 

'\ >.' 


" : vj.der that .is 'ahqspital i_n'the case.()f.aninsuredhealthb.enefit. I. 


.,'plaIi.described,8s"follows:""'".:',.: ," ""-':-:~'.' ,,',' , -~ ,;,i,~\ '\",(.'
'4'., ,\:' 

· . '(AJ.' The ·plan·is '8 ri1anaged care;plan that. Isa .dedi· " 
,cated~, group ',Qr" staff model. 'h,ealth. ~tna~ntenance I'Qrga:niza.. " '/'" 

'I', 	 . , tion(as·desc.ribed ..ih'section.5009(dHlHC» and' is treated 
"·as'described:in 'section 501lc)(3) "of' the Internal Revenue 
· .. Code ,.of 1986.pursuani:to ·sectiori501(nl(2).0f, such 'Code. 

'>-~"~_~'.' ',\' '" ,~".',:-:/ ."'_"~~: :~.,-'.: ' .. ~,,:'. '... i/ . .-' , ", ,\'," . - ~. ,,' ": . ':: " 
,\ 	 " .~ .. ~ . 

-, 	 .: . Vi;' 
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\ · lB.) The hospitals ,thrb,ugh \l;hich the ··plan pro\:ides 
sen;ces to' its enrollees are owned and 6per~ted by 'the 
plan, '.or ~ o'wned and, operated' by an organization that' 

: sha,res common ownership and control wi~h the plan. '. ' '. 
rb) PARTICIPATION AGREE!\iE~-r_-A participation agreement be

.. tween a- ·carrier arid' an essentialc6mmunity provia.er under this· 
.subsection shall provide that the pl~' agrees totr.eat the provider' 
,iIi accordance with tenns and' conditions at least as favorable as .' 
those that are applicab.1e to other provideh. with a pard~ipation ' 
agreement with the plan wi~h respect to 'each, of the following:· '.' 

· (.I)'The scope of,items and services for which. payment is 
,made by the plan to the provider. .' . , . . ". 

" (2) The rate of paymept for c6vered·care .. and .services~ 
.C3l.Theapplicabil~tyof financial ~ncentives .to participating 

providers. .. . " . . . '.' :. . . "~ , 

(4rLirilitations ohfina"'ci~ risk provided.to other'partici·
pating providers.·. ) 'j.. • ','.:, ..... • 

. (5) .Assignmeptof enrollees t9 participating providers. , '\ 

.. (c) ESSENTIAL COMMuNrrYPROVIDERS DESCRIBED.-'In.this sec· 

tion, ,a'n "essentiBl community p'rovider"means any' of the follo\ving: 


. • . ..' (1). CERTAIN. MEDICARE DISPROPORTIONATE ' SHARE HOS· 

PITALS.....:A hospital- . ..... "' .. '" " ! . 

, .'. (A) described in section 1886(dH5)(FHiHID of the Social" 
Security Act;, '.,' " '., ,.' " , " '. ). " 

,(Bl described in section 1886(dH5)(F)(iv)(D of such Act 
· with a disProport~onate' patient percentage (as defined, in 
.section 1886(d){5HF)(vi).·of such Act) greater than 20.2; or 

> (e) that ,would 'be described in subparagraph (Ai or <B) 
c' if,.....·.·. . .'.'. ' ," ". , 


, . } . (i)the hospitat'-:were'asubsection(d) hospital' (as 

defmed in section 1886(d)(1){B) of such Act), or ' 

... Jiil hi the case ofa hospital whose,inpatientsa,re 


, . predominantly' individuals' upder 18 ,years of age,' if 

, . th:ehospital were· a :subsection (d) h6spitalwith nlore' 


than 100 beds. " '. ',. , .,,' ' . 

. " (2) DESIGNATED CANCER iiosprrALs:,.....A hospital that the 


i," .. Secretary has ,Classified. asB, hospital involved extensively in 

treatment fcir or research ,on cancer, as, described in "section. 

1886(d)(1)(B)(v) ofsuch Act:', "", :." ,.," . "',' 


, 
.,, ·(3) SOLE COMMtJNiTy HosPri:Ai.s.~Asole'community 'hos~ 


"pitaI,{asdescribed inseetion 1886(o)(5)(D)(iiii of such Actl. , 

" '., "(4)"MEi)JCARE~DEPENDENT~ 'SMALL ,RURAL HOSPITALS.-A 


, "medicare·dependent,: smalfrural~hospital (as described ill sec- ' 
, tionI886(d)/5)(G)(iii) or.'such Act), or 'a 'hospitaLthal would :be 

. , . .a: medic,are;d ependen t, small :rural hospital if the 'hospital, were, 
, " 

I" a ,subsection (d) hospital (as,d'efined in section 1886(d)(l!(B) of , 

: such Act). . . " . '/ ' , , 

.J " .(5) ;FEDEa:AiLy ,QUALIFIED HEALTH' CENTERS.-AFe'derallv 


qualified· health' center. :(asdefined ,in' section 1905(1)(2)(Bl. of 

,. ~such' Act)' or ,an', entity thai would be' such a center :but for its ' 

, ;' ,failure to' meet the· ,requirement descJ;'ibed, in section' 

329(fl(2HG)(i) ofthe?ublic Healtp SerYice Act or the :require· 
mentdescribed, in' section 330(e)(3)(.GHi) of /Such Act' (relating 

, " to. the composition of the entity's governing board) .. '. ,'. ..,' 

", . )6) 'RURAL HEALTH ,CLINICS.-Arural health clinic' (as de-~ 


i' .; " " ,fined in section 1861(8a )J21..0Lihe Social Security 'Act).: . " 

,.".,,'.. , , :', ,(7) .FAMILY PLANNINGCLINICS.":"A fan)ily'planning project.. '. 

" • "receiving funds unQ.er title X of the Public ,Health Service,Act 
'" (or'receiving "furids from>a State pursuant to, such ~title') or 'reo 

'.' , , ceiving funds, under title, V or XX .of the Social Security Act (or, 
..... ,1 , receiving funds from .a:State pursuant to such ,S: title): • '. ;

':<::: ;,(8', CERTAIN DIAGNOSTIC:ANi> TREkrMEr-.rr,CEr-.''TERS; ..~-A nori· 
, profit center or 'clinic that' is, licensed under a State 'law in' ef-" 
fect,'as 0(JalJ.uai-yl,'1994, as a'-diagnostic 'and treatn'lent, e'en-, 

whi~hprovide;;,ptimarycareservices finchiding ''obstetric' 
,: snC! gynecology services):in',:an~ea":" ' , .' ' ," !', '.', ,,' ,,','. 

~ '.'. 'p' • • • , .' , 

:'\'A,.".,i;.•,'.:{t{';~:~;,:,:,;t<l: .,,', .. I' • ;" ' 

• .,! .::.. '."\, . ' • :' '.' ~~; "".,'. • • "" " .," 
· ',- .. , . ..' .~.. 

, ",. 
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. ,; (A) designated by' the Secretary' as a, hea1th~rofes.; 

sional shortage area under sect jon 332Ia)(1!L-\')of the Pub· 
lie Health Sel""iceAct,or • , . ~ . ' . 

, JB) with a sighificant number of individuals. who a,re 
members of a medically unders~rved population designated 
bv the Secretary under, section 330 of such Act. . 
(9) LoCALHEALTHDEPARTMEl'<-TS. -A health depa'rtnl~nt,of 

8. unit ,of State or local government which proy-ides health serv·, . 
ices directh' to individuals. '. , ' . 
, (10) PROVIDERS SERVll'W'UNDERSERVED AREAS.- . , . 

" .' (A) IN GENERAL.':"'Any provider of he81th' care services 
who meets tilerequireinent of subparagraph (B) :(if appli·'· 
,cable), and is described as follows (in accordance with cer· 
'tification standards of the' Secretary): . , 

" (i) The provider furnishes services' not less than 
· \" 20 hours per week- . ,

: ...'en in .~ ,ar~a d.esignated by tile Secretary. ~s " , 
. \ 

. , a health profeSSIonal shqrtage area under sectIOn . 
.-,/ "332(aHl)(A) of the Public Health. Service Act, or " . 

",,' .', , " (II) in an area with a significant number of . ' 
:individuals who 'aremembeis 'of a medically un .. ' 
derserVed population,designated py 'theSecretarY 
;under sectiou 330, of ,such Act: " .' ,. , 

: ',' " (ii)Th.e provider":": '" . ." " '..' '. 
'. .(l) serves for at least 20 hours per week at the' 
. principal site .in, a neighborhood or community in. 
'which, persons reside who. 8.!e· at .risk of being, '," 

.' ,/ , . ,medically undetserved (in accordance with criteria' 
establis~edby the Secretary), and :, .,' . '. : 

. (lI)" ~s '. available' .topatients evenings and 
.. ' . week;ends at tl:,le' principal site. ' , ',.'~' ,.' " 

: :,m) REQUIREMEN1' FOR PHYSICIANS;...:.In the case of an,' 
'indi'Vidua1'piovider who is aphysieian.the provider must 
be board' certified';. hord' hospital staff ,privileges;, or be :af· 

" , filiated' with one or more physicians ,holctirig hospital staff 

" " 

-:U, 
!' pn:~ileges., ," ',': .' ".' \', ,", > .• ' . . 

.. ,(UHNDIAN HEALTH I"ACILITIES.-::A health'pr9gram ofthe 
· '; Indian Heal~h Service electing treatment, as an essential corri· . / 

.. ') ,.' munity provider under: : section 90'3(c) of the Indiari Health Care 
',." :: Improvement Act~; ;", . . '. .' \', " '. : .' '.' 

'", ,.', >,:,;" (12) CERTAIl'LPROVIDERS OF .SERVICES FOft HIV.~Anypublic . 
':::" ' '''or private nonprofit' entjt;y receiving funds' from a State or unit: 


.0flOcal' government pursuant ,to title. XXVI of the' Public , 

Health Seivi,~e Act.thatthe Secretary. determines proVides pri·' .' 


I : _' 'marycare'services, or :any en;tity ,receiVing;:!.' gral}.t-llnder sub· -
part20f part C 'of ' such title."- ,." '_ , '. .. 'c 

'(''(13) PROVJ])ER OF'SCHOOL HEALTH SERVICES.:"'A provider of' 
',\ r , ~hool heal~h services, that is eligible tb receiv'e funds ~nder' 


'\'- ': subtitle p ,of title VII, ,~thout regard' to whether the provideI' 

.',' :' ..;·:'receives such funds; but only with respect to services fQrwhich " 


,,' :,,: the_"pr~videI' mayreceivf(fundirigunder such subtitle.· , ." , 

, ,,' ,: . ,Cl4LNATtVE HAWAIIAN HEALTH ,CENTERS,~ANative Ha,vai· ' 

:-:;':ianHealth 'Center (as defined in section 8(4) o(the Native Ha: 
· ,;,waiiah Health -Care Act 'of 1988). . ' . ,,: ' 

,. '.1' ': ',(15) RURAL PRIMARY'CARE ~OSPITAi..":"A rural primary care 
;hosp.i~81 ': (as .~~~i~~teci . by.,' the' Secret1iIy~under section. 

\ ;' .'" 18206)(2».'" ,: ...... f, .' '., . ,', : . ';' ',., ,. .' . 

·'>i:, . (i6)'REsIDENTIAi. 'TREATMENT PRo<::m~IS'FOR'PREGNANr 

." WOMEN.':"'A program receiring agrant'uncier section 508 of the 


',. ~Public, Health Service Act. '. '-' ,.' " .'" . 

~: '<:~\:',<, • (7).'¥EDICAL' ASSIS:rANCE'FACD..ITIES,-:-A"facilitY 'partido ." 


.<-~;:"::,; ·patingin ,:~ 'demonstration project ..described in section 4008<D . 

",:,,~::~.:~::,::~~.()ftli~Omnibus Budget Reconciliation,Actof 1990. ,'. 


.,;";~-':~';':r-::;':: ,,:',,(18) ,HEMOPHILIA TREATMENT CENTERS.:"'A comprehensive 

" ,,!,:'<;~;':'j~};,:;:,~,::r~eilJQPhilla dIagnostic, .and't'reatmentcenter,. receiving a grant { , 


,: ,·::"':":";;'~:;"2'::f;i:';·'{\;under:.section, 501la1(2) of the Social Security Aci:: ,:' , ' 


.1, 

f .":'!;~B;M,j~{~t'1'~~1"i;,:t' '";' ",' ., , .....•..••'" ' , 
'"i 
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(19) 'CERtA~ CO~Il:\ll');m- CLINICS.....:.A community clinic or·' 
ganized as· a. nonprofit; publicb~ne0tcorpora:tion" ~nder Cali· 
fornia B:ealthand Safety Code § 1204(a') thin does not charge 
patientsdirectlv for sel\jces rendered.· : ') . . , '. 
(d) SPECIAL RULE FOR PAThIE1\"TS TO CERT..\IN ESSE!\I"TL-\L COl\I. I, 

l\IlrNrtY PROVIDERS.-In the case of services in the gtiarante'ed' na· 
tional benefit package thatarefumished· to .an enrollee of an in,. 
sured h~alth benefit plan by' any Fe4erally qualified health' center 

, idescribed in subsection (cH5» or rural health clinic (described in 
! ': subsection (c)(S)), the amount of payment mad'e' to: the center or 

,-..: " clinic for ,such services shall be determined in accordance with the . 
" f 'payment methodology used to,determ,ine the amount of pa}'ment:to 

. such a centerJor services furnished under part, B of title XVIII, un· 
less the center or clinic elE!cts to receive 'payment under an· alter· 
native meih,o~ology. ; ". '" •., ' .' '.' ..'. .:, 

(eJ REQUIRING ESSEl'ITIAL COMMUNITY PROV1DERS TO PROVIDE 
SERVICES 1'O.CERTAIN lNDMDUALS.-An,individual'or entity may, ' 

1 not :be treated' as an essent'ial commu.nitj" provider under' this, ·sec.. : " 
tiori ,unless the ihdiVidu81 or entity~ , ',' , . ,.' " . 

" (11 provides services to individuals without 'regard to their 
.' ,ability to pa}'forsuch services (in accordance with, standards 
. established. by the Secretary); and . 
, . (2) effective Januaryl, 1999, is a, partiCipating provider .... 
under medicare part C. '. 

SE'c. 5013, REQUIREMENTS RELATING TO PLAN. SOLVENCY. '. ....,' ' 
, '(a) IN 'GENERAL • ...,.Acarrler shall complYwlth the : 'following 

:'/ procedures and requirements, in order to assure soh:ency of insured , .. 
health benefit plans provided by the carrier:.' .' '. . \ 

'.' . (1) The c,arrier shall meet the capital requirements estab·'· 
"", '.I. lished by the applicable regulatory authority.' " .' 

\ . . (2) The carrier shall arrange for an: 'arinual audit by an " 
indepe~dent accountant of financial statements. reporting its fi· '. 

" nancial,position' 'and, its financial, activities with regard .t() its' 
'. ,health·plan'business. .. . {':. . " . .... 

,. I ~~ 

, 	" (3) The carrier. shall arrarige for an annual opinion brits 
appointed actuary on the reaponaoleness 'of assets held, by the 
carrier. , " . . . '......... . . '. . 

... .' '(4) The ca..mer'shall maintain separate records offinance s; 
'financial transactions, as'sets, and liabilities related to all busi~ 
.ness undertaken with respect to .ItS health .plan or plans: . 

, , " (5) .The carrier shall ,participate in the, health plan guar· 
:', ' 'antyfund established by the applicable. regulatory authority. . 
........' (S) :I'he 'carrier shall comply with 'such corr¢ctive actions. 

,>andshall cease 'such practices which; if not corrected, would 
",' jeopardize the fi,nancial solvency of the carrier, as'the applica· 

ble reg'1,llato,ry authority,may require. ,', ' " 
.. ' .(7) ,The carrier shall comply with·all other solvency stand·. 

ards an'd requirements established by.the.Secretary.: " '..:' 
, . , - (b) AliTHORITY OF APPLICABLE REGULATORY AUTHORITIES IN 

'. RELATION TO FINA.~CIAL SoLVENCY.-Each' applicable regulatory· 
.authority, with respeCt to carriers and insur~dhealth benefit plans
oyer. which it exercises authority...., ;'.! ". ;'. ' '. .,.., . , !,' 

, ",' .(1) may:examintnhe financial and operating records of the<' . 
, ..'. carriers (and each p~anofsuch<carriers) .andplans,: . 
" . .-'(2) may· order a 'cartier 'to .take 'cotrectiveactions and to 

cease practices which, ifnofcorrected, would. jeopardize the fi· 
" . ., nancial.solveh~Yofthe carrier,.arid " ...... , '\ " ... ".. ; ."" 

'.>::: d3fshall,t~keany actions necessary to.assure.the· payment 
".' ' . I'''', 'ofclaims on.behalf of individuals enrolled >ininsured, health 

benefit plans,provided oy carriers de'claredto be .·nnaridally im
_:" ,,'paired, ina.fin'anciallvhazaidbUS condition, or insolvent. .{ 
'! ,,' .'(C) :R,ESPQNSE TO CAR~tER FIN:ANC~L INSTABILITY.:':'" ., " " 

) ,.. - , .....'. ,," ., " III NOTIFICATION.;- Upon determining that a carrier- may 
.: (,'T' be financially impairecl, in a financially hazardous condit,ion, or 

, '\,:, 

insolvent, .the applicable reg'1,llatqry, authority of a State in 
'which a c~rrier is licensed to operate shall- : " 

. '- ,'. " ,-- . " ' 

',.,' . 
"

• ,.:. t 

" 

'I" " 

;. ~,'. 

'I' '," ' .~.' . 

.," ' 


-'. 



, F:. HSA \ GEPH.~RDT \PRINTG.005' Title F. 'Subtitle A., 
; 

,l37 
tA) notify the Secretary of such ,determination in: a.' , tim'eh' manner; and 

, (Bl notify the 'applicable r-egulat6ry authority of the 
State in w,hich the carrier is domiciled, (if the carrier is 
,domiciled in a State other than the Stateprovidirig ,th~ nQ· 
tification). ",' , , " ' ",' "" "I" 

. (2)' PROCEEDINGS TO REHABILITATE OR LIQUIDATE INSOL· 
,~ CARRIERS.~Upon receiving a notification under pata
graph '(1)(B) (if applicable), the' applicable regulator)- authority 
of the State in which the carrier is domiciled shall, take, the 
,carrier into' conservatorship' and begin proceedings to rehabili- ' " , ' 

,'tate or liquidate the carrier in acco'rdance with State law. ' 
, (3) PROTECTIONS' FOR ENRQLLEES.~In the case of, an in

",' sured health beriefit plan' in a ,State .for which ,the applicable ! • 

'regulatory authority, in t.he, ,State has maqea detex:mination ' 
, r that the carrier offering the ,plan may be financially impaired" ' 

in a financially hazardous condition, or insolvent7', .,",' 
, , ',(A), a provider,ofitems and services co\,ered'-under the' 
,plan may not charge or collect payment 'for such' an 5teIil' , 
O,r service furnished to an individual enrolled 'in' the plan

,\.', -,, (other than any cost-sharing otherWise 'applicable with re
, ," spect to the item or service); and " " , , " " ' 

, (B) a provider:'of items arid serVices coyered under the' 
" plan shall continue to provide such' items and services to 

, , 'individualS enrolled iil the plan until such individuals are 
, no longer enrolled in the :plan. ". ,,',' '-', 

(d) STATE HEALTH PLAN GUARANTYFUND.-Each State' shall 
{assure that there is a, health phin guaranty, fund in', operation' in , ' 
, the State that meets requitementsestablished by the SecretaI')' in 
,Qrder to provide 'for, the payment of outstanding' provider claims', 
and obligations' of an insured health benefit plan offered by a car
z:i'er determined to be financially impaired. in a finanCially hazard: 

'ous condition,or insolvent by the applicable regulat,ory authority in 
'I,: 'f 

, i 
the State.' ',', , 

, I -:~ 

, SEC. 5014. UTILIzATION REVIEW. ::." ,i , I , 
. ,(a),REQUIRING REVIEW TO MEET STANoARDS:-:-A carrieroffer-' 


ing an, insured' health benefit plan may not ',deny coverage of or' 

payment for items and services on, the' basis'of a 'utiliiation review ' 
.,; 

, ,program ,ilI~less .the program meets the, standards ,established by, 
, 'the, Secretary 'under this section.' " ,,',' ,"'; ',' ,\" 

, ',. (b) ESTABLISHl\IENT OF STANDARDS BY ,SEcRETAirY.~TheSec-
, " 

retarY shall estaqlish standards for' utiliiation review, programs of " 
,: insured ,health' benefit plans. consistent' with subsection (cl. and' 
, shall periodically review "and update such,staridards: to reflect 
: changes in the delivery:.of heaIth care services~ The Secretao' shall 

establish such. standards in, consultation, with appropriate parties, 
, '~ '" , (c) REQUIREMENTS FOR3TANDARDS. - Under' the standards es" 

'tablished under subsection (h)...,; , " , ' ' , ' , ' " 
" , 

". " ,,(1), individuals perforIl1irigutilization 'reviewnja)': not re
: ' , 'ceive -financial c6illpensation based' upOn the, Ilunlber of denials ,,' 

" ' > " ,of coverage; , :' ,,' ",:, " ,,' .,'" .' : 
I , I '" ,(2) negative determlnatio'ns, of ~he"medical necessiiy or ap- " 

, ptopriatenessof services 'or: the site at which services 'are fur
rushed may be'made o~ly 'b); clinically qualified personnel;' ,:' 

, ".t.;,': : ' (3) the, utilization review 'program shall provide for' a proc: ' 
" e'ss under which an enrollee or provlder'may .obtain timely, re~ ,

", ' , ...:vie,w 'of a denial.of coverage; !,"~ ~":.," ", ,',:'; ,':,,". 

" ,,'; , (4) utilizatio'nreview shall b~ 'con.ductedin accordance with , ; :",',',,: ) ,~ t'!'~ , ' 'uniformly applied standards that, are based on the mo'st cur-

I ': ' reritly available medical evidence; '. "" ' 


',', '"",,.':, ." .'(5) providers 'shalf participate in the : development of the 

, ,\utilization' review, pro~am;I" ", ,:j ,; ': > " ,
' ", 

':':",'" ' .. (6) the timing of the utilization"re,-iew,and the information 
~;::~~ .:,::,,:'(,;,.~,re'quired~ 'to be review~d' shall be "commensurate, ''1th'the medi· .' 

,.,'\, " " ",: ..\ cal need of the,iindividuaLfor \vhonlthe service is'tobe fur·' 
,',:.1, ":_>":::T>:,,nish,ed:,~(~ 'r; " ',,:,,' ",' ,,,"'::-: r: ", ",' 

" ' "":}r,~':::;~(~,:': );'::; " ' , ',,., 


~ t" ~'.,', ~:,. ,_ ", '~\ : ., ~',I , 

" , .:' ~', i \: ~";,, . 
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