
I 
I. COST CONTAINMENT: 

A. ~UTO¥~TIC FAIL SAFE BUDGET PROTECTION 

A baselin~ of federal heal~h expenditures (projec Medicare 
and ~'1edicaid· sDendina less reforms included in ~:~e pyoposal 
and including tax spending) is established. If additional 
savings are achieved, ~he voucher phase~in is accelerated. If 
savings are less t;;an' am:icipated, the following aUT.omaT.ic 
actions will occur to prevenT. deficit spending -- the voucher 
phase-in' is delayed, the assessment on high cos\:. insurance 
plans is. ·;i?mP"i~jjE:f&, the expanded:tax deduction phase-in is 

down and out-oi-Docket limit is increased for· health 
~:r:ance -.- or Congress may act on. an alternative 

recommendation by the Healt.i) Commission. 

M', 	 . 
B. PENALTY FOR HIGH CO$THEALTH PLANS DESCRIPTION NEEDED 

C. INDIVIDUAL AND SMALL EMPLOYER PURCHASING GROUPS 

..,. ~ 	 •• 1 Ei ± ' . . ft ' mh,.U
~"":'Qua_ an 6::1a· emp.toyer !?urc aS3:ft9 group~ 1 e 
membership bfthese purchasing groups Wi~ limited to 
employers and employees in businesses of 100 or fewer 
employees, and to all other individ~als enrolled in a 
health plan who live or work in t:±Je:State designated area. 
Nothing in this Act reouires the establishment of a 
purchasing. group-- nbr prohibits t.he est;.abl.:j..s11rilent o~. more, /:' 
than one -- in an area. if-.. 5;~ s J-".....e/ .."G...>~ 'I' "-'~ [" .. ' ~ ''' 

f> </..... ~ . 	 I~/) - /' ~ -\-/. I I< i"';~T "';.. ~ '::l~ C1."" ~"..v. h'I ......,...../ C/~_?j;I_ I ~-·r~ c............!': ~ ..P \:':~" ,-.? " / ~ 
Establishment, Organization, Duties . p"",,~..2...v....:."'"~< J~? /~'."~( " 

,t 	 );----' h 

. J.-~J~ 
An individual and small employer purchasing group will be 


required to: 

~,.! 'r~'''·~ :':'r 

• 	 be chartered under state law and operated as 'a~not-for
profit corporation (insurers are prohibited from forming 
small employer purchasing groups or having a majority vote); 

• 	 be governed.by a Board of Directors consisting of members of 
the group; 

• 	 fulfill the following duties: 

enter ~nto agreements with qualified health plans; 

.j 'slo,..'ed 
.~ 
~ 

enter i.nt-,o· agreements with ~mall employers 
and individuals; 

'(..:-1'~ 

.~ 'i'~J; 
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=lssemina~e s~anaardized i~forma~ion ~o memDe~s 
=eaa~dina crice, cu~ccrnes/ ~nrollee satisfaction, ~nd 
~~her information Dertainina to the quality of ~~e 
:?lans offe~ed within the grC;up, as well as-inio.:::nat.ion 
=eaardina o~her cualified clans oDeratina within ~he 
Sta~e designated a:r;ea;"-+-1 A 

. 	 . \ ,(.,.(... L-C'~ c-.. II" .1-, 
i-;" ~ L- ....',,~'" ~ 	 , 

~ffer_~~raiDle individuals the oDoortunitv to enroll in 
·a.... ~·,,~li.;:ied generc;.l..Ci.c..c.ess p"a}1,-~nd to change 'C ns 
~hrouah an ocen season crocess. / 

, . - - -. I ' -:::w ,--, -7-"t-,...t.>:, 
Jo.. ;) c.... J "'" -+- c,. I' ; r,1- L..;..., ~ .......-1 c.... ........:~.,:'f ~ ~ .. I t...... .::- ,"'-..... "1-,." .!/ . . 

D. ACCOUNTABLE HEALTH PLANS 

(1) STJI..NDARDS FOR ACCOUNTABLE HEALTH PLANS:. The National· 
.l\ssc·ciation of Insurance Commissioners (NAIC) is direc~edto 
develop standards for health plans within six months of 
en.ac~ment. In most cases f states will determine whether or 
not"a plan meets these standards. In the event' the NAIC 
does not meet the deadlirie, the Secretary of Health ~nd 
Human Services (HHS) will finalize standards within one vear 

.of '.;;nactment. 

Qualified health plans must: 

o 	 guarantee eligibility to all applicants; 

• guarantee availability of covered services thrcughou~ 
t.he state designa~ed ~rea in which the plan is offered; 

• guarantee renewal to all enrollees, except in instances 
of non-payment of premiums, fraud or misrepresentation, 
or relocation butside the.area; 

• 
 not distriminate on the basis of health status; 


• not deny or limit coverage based upon preexistilfg 
d · t' .' f". ...:..... /- • "- )con ll.OnS; 	 l C(I Q.b'r'\ !....,r /-<r' ~ (, . > 

• 	 offer the benefit packages to all enrollees, and 
throughout the entire state designated area 
(supplemental benefits would have to be priced and 
offered separately); 

.{'I ~ /'_ L... r'""\ .. L~I",,'~ .

• provide for a.rl;J4 b:li LiOlI to resolve benef it f service and 
medical liability disputes; 

• ~eet financial solvency~enrollment and quality 
assurance criteria; 

• 	 meet premium payment and. collection criteria; 

• 

," ........, 	 ... 


compl{~lth rating requirements that limit the 
variation in premiums charged within a state designated 



area 	to t~rnilv s~a~us end ege; 

• 	 partici?a~e i~ a r~SK adjusimen~ progiam of ,the State 
(or theEHS Secretary) to equalize t~a risk among plans 
so no olan is penalized for having ~=~ many poor health 
partici.;::an~s; 

comply '.,~ith administra"tiva s"tandards =.nd reporting 
requiremen~s; 

• 	 meet requirements for designat~d undersarved areas; 

provide, a tleas"t once a year, sueh i:1forma tion .as=-t.·he 
. S Late or che' ii:I5 :.Se-G-r...@.t.a-r-¥---\.n.epsnQ..i-~pon \,rhG----i-&-t.-he-·-
--eppi:dprie".e eei Li£Jillg~ andi&X':" _;{.., '. elCC:fiS- necessary to 
evaluate "the performance of the plan, and prepare 
comparative materials for review by c:>nsumers. 

E . STANDARD BENEFIT PACKAGE 

~CoveredServices: A qualified heal~h plan shall provide for 
\ coverage of the items and services described below only for'· tre,atment ~nd diagnos~ic' p76cedur~s are rr.edi<?ally·necessary d 

~,appropr~a"te as def~ned ~n S. 1/70 as amended by ~ , 
~erger: " .L 
• 	 I~-.re-llt cn"d---outpati-ent··care. 

• 	 Emergency, including appropriate transport services. 

• 	 Clinical preventive services, including services.for 
high risk populations, immunizations, tests, or 
clinician visits. 

• 	 Mental illness and substance abuse. 

• 	 Family planning and services for pregnant women. 

• 	 Hospice care. 

• 	 Home health care. 

• 	 Outpatient laboratory, radiology and diagnostic. 

• 	 Outpatient prescription drugs and biologicals. 

• 	 Outpatient rehabilitation services. 

• 	 Vision care, hearing aids and dental care for 

individuals under 22 years of age. 


• InvestiJ~tional treatments .'. 

mailto:Se-G-r...@.t.a-r-�---\.n.epsnQ


~. REQUIREMENTS ON L?~GE EMPLOYER P~S 

reouiremen~s .C~ ~arce emolover Dl~ns, i~cluding multiole 
employer ?urchasi~g g~oups, ;ultlemployer ~nd self-insured 
olans. General'::",', :.::e· insurance market reform standards 
ihat apply to ~~~ i~dividual and small employer group market 
also apply to large ~mployer plans. However, :.he rules vary 
somewhat, since sany 13rge employer plans. are self-insured 
or operate on a~ i~~erstate basis. Health plans offered 
under the Federal Employees Health Benefit Program (FEHBP) 
must meet the s:.andards for large employ~r plans. Neither 
large employers r nor :.heir employe~smay purchase insurance 
through- an individual and small employer purchasing group. 
However, large employe:rs are free to form purchasing groups 
of their OwJl I cr ·....,i th o't'her':large employers. 

Standards for Large Employer Plans 

The HHS Secretary shall develop standards for large employer 
olans to reoui~e that.-they:.... 
• 	 guarantee availability to all eligible employees (with 

certain excep~ions for collectively bargained plans); 

• not discriminate on the basis of health status; 

• prohibit exclusion of coverage based upon preexisting 
conditions;

<' 
.J • guarantee to all enrollees coverage for the standard 

health benefitsi 

\-\j
) 

meet 	quality assurance criteria; 
'. 	

• 
• provide" standardized information to evaluate the 

performance of the plan. 

The Secretary of Labor shall develop standards for large 
employer plans to require that they: 

• 	 meet financial solvency requirements, consistent with 
Section 414 of ERISAi 

• 	 meet premium payment and collection criteriai 

[ 	 provide mediation procedures for hearing and resolving 
malpractice claimsi] 

• 	 offer both the standard and catastrophic benefit 
packages; 

". .....,.. 
• 	 provide an alternative plan if more than 50% of the 



eligible employees 20 elect (applies only ~~en ~~e 
employer makes no c::ntri~ut.ion -co the Dlan on ::ehaif Of 
its employees) i 

• ?rovide for equitable enrollment criteria. 

corrective Action/Disqualifications/Termination: == either 
Sec::eT:ary I or a plan spons'or, determines that a plan cannot 
meeT: ~hese standards, ccrrec1:ive aC1:ions must ~e -caken 
~ithin 90 days .. If corrections cannot be made, ~he T:~O 

Sec::eT:aries shall develop an acticiri plan for concluding the 
arIa~rs of the plan and for requiring contingen1: coverage 
for -cne effected employee$. . 

G. INSURANCE MARKET REFORMS 

Consumer protection and market reforms. These include 
requiring brokers or insurers who offer.coverage in a 
qua~ified health plant outside of a purchasing group, to 
furnishprospec1:ive enrollees with standardized informa1:ion 
provided by the State on all qualified health plans ~ithin 
the State designated area; prohibiting insurers offering 
health plans from charging discrimina.1:ory corrunissions or 
prices based upon health status; prohibiting insurers 
offering health plans from conditioning the purchase of a 
qualified plan on the purchase of other insurance products. 

H. AMENDMENTS TO ERISA 

This part conforms the. Employee Retirement Income Security 
Act (ERISA) with the standards applicable to large employer 

.- plans (ihcluding self-insured, fully insured and multi-state 
,;; plarts) under the bill. It eliminates the applicability of 

ERISA to small employer health plans and large employer 
health plans that are fully insured. It grandfathers . 
certain existing Multiple Employer Welfare Arrangements 
(MEWAs)t and restricts the creation of new MEWAsto those 

.( who can meet specified certification requirements .. And, it 
provides for repeal of COBRA upon full implementation of the 
HEART Act. 

Coverage of Group Health Plans: Current ERISA law is 
retained with respect to self-insured health plans. 
However, ERISA does .not apply to he~lth coverage provided 
through an insured health plan. Except in the limited 
instances where another exception applies, those plans not 
regulated under ERISA will be regulated under the 
appropriate State authorities. Plans regulated by ERISA 
must comply with various sections of current ERISA law 
regarding claims procedure, civil enforcement and. related 
issues, . under the oversight of the Secretary of Labor. They 
must also meej: new reporting and. disclosure requirements 
which may include expedited reporting. 



TreaLment of Multiple Emplover Welfare Arrangements 
(MEWAs): :':EHAs providir:= heal -:h- benefits that receive 
cert~fication by-the Sec~etary of Labor ~ill be treated 
as ~.::rae employer plans. :·:EN;'.5 seekina t::) conunence 
operations after January 1, 1994, ~ay only do so upon 

, -..r 	 c~r"C~£icaticn by the' Se~=etary of La~or that the 
arra~gement mee~s specified c~iteria (a.a.,solely 
provide~ medical care, 's organized by a group with a 
purpose other than providing health insurance, and is 
spoDsoredby an entity described in this Act). 

Revision of COBRA Continuation-of-Benefits 
Requirements: ,ReDeals CCBRA continuation-of-benefits 
reqUirements upori-fuli:i~plementation of this Act, 
since market reforms contained in the Act Nill provide 
all eligible employees with guaranteed access to 
continued coverage. 

I. ROL~ 	AND STRUCTURE OF NATIONAL HEALTH BOARD 
C. ,......,,; .~....: :J,.,. 

The 3~ ....'d would be authorized to: develop reconunendations to 
clarify covered benefits and cost-sharing;, develop interim 
coverage decisions in limited circUt'1lstances; consult with 
expert groups for appropriate schedules for covered 
servicesj propose modifications to the benefits package that 
would not go into effect unless enacted by Congress under 
base-clos~ng procedures. ' , 

Congressional priorities: within the constraints of the 
actuarial limits, Congress directs the Conunission to adhere 
to the following priorities. 

a )['paritY for mental heal tn-, with emphasis on designating 
a set of managed mental health services for maximum 
flexibility and efficiency , 

b) 	 consideration for needs of children and vulnerable 
Dopulations, including rural and underserved persons.f H ,,", ,J, ',\ -'"\ ' ,C ) . ~, 	 , 

The standard benefit package can not exceed the actuarial 
value equivalent of the Blue Cross/Blue Shield Standard 
Option under the Federal Employees Health Benefits program. 

The board shall establi'.sh multiple c~st sharing schedules I
that vary depending on the delivery system by which health 

,care is delivered to,individuals enrolled in a qualified 
health plan as well as a "catastrophicn (high deductible) 
option design,ed to prevent adverse risk selection when ' J 
combined wit~ t~e f~.' sk ~djustment,s call,ed lor in ~fll. f T-t..

, '<.:..<.../..v....,.4J V'(..0"" -;.:-u ,0. .e ... ,~ Ttl v':....) (.......l.. \). ! 

1._----- :, :::;" ;;1a.. -h ..J t. /"'" s ~ ..Ji,,/ C' " , 


Establishment, Quties, OpE!ration: The Health Board shall be: 


http:establi'.sh


, 
~DDoi~~ed ~ ~he P~es ~,in consultation with 
:cngreEsio~al :eadership; 

the 

• :harged ~i~h development and subsequent modification of 
::etail benefit ckages; 

If ~he Boare is aQv~sed bv Direc~or of Ol1B that ~ 
baseline sDendina has been exceeded, ~ t r:.::y submit ,-;,-c, G· ... -

.;....),// 
1. -!U/ 

~ 
:!:-e~~"fIendcd ...0G.'; ~:Jca t":"CdS to the Congres s to c lose the gap. 

011, .,1 ,""..... , "\ ~.or •__... "- .4 ...... ') 

If ~he Board fails to submit such;recommendations, or 
Congress fails ~o ado~t the~, then the, following automatic 
actions will occur to prevent defi~it spending: 

1.-::- implementation -.~~..e~';;:tsessmenton high cost insuranc~J 
plans; --
a reduc~iDn in eligibility for the voucher programi 
a reduc~ion in the expansion of the tax deduction~ 
an increase in the out-or-pocket limit for health 
insurance. 

J. 	 STATE AND FEDERAL RESPONSIBILITIES IN RELATION TO QUALIFIED 
HEALTH PLANS 

STATE RESPONSIBILITIES: Sets forth state responsibilities, 
including the designation of areas; certification of plan 
compliance with insurance market .reform standards; 
development of risk adjustment programs; and, other 
important duties. As certifying authorities, the st~tes 
will playa critical role in ensuring fair competition among 
qualified plans, appropriate consumer protections, and the 
provision of 'standardized plan comparison information to 
consumers. 

State Programs: ';Oii thin one year of the promulgation of 
insurance reform standards, each,state must establish a 
program to carry out the following responsibilities: 

• 	 divide the state into one or more areas, the boundaries 
of which may be revised periodically, and/or make 
agreements with other contiguous states to set up 
interstate areas (no metropolitan statistical ,area may 
be incorporated into more than one area; and each area 
may not consist of less than 250,000 residents; 

• 	 provide procedures for the, establishment and operation 
of individual and small employer purchasing groups, 
including specifying the voting rights of purchasing 
group members; 

• 	 prepare and make available information about prices, 
outcomes~ and enrollee satisfaction for each qualified 
health plan operating within the state; 



es~ablish a r~SK 2alus~men~ ~roaram ~~ ensure a 
ba.1'a·nce"; ";"c::""r~"""'-:-"o-n__ wl.oo. ..... _ or- """~SK:-- _ _~""di\':dual,~" -. and-.....I. ..... I... __ _-:. am~ona 
small emDlover ~12ns o?era~ing wi~hin each specified 
area; 

es~ablish an arbitration process wnlcn mus~ be used by" 	 plans to resolve disputes concerning payment claims or 
provision of benefits under a qualified health plan, 
requests fer ?reau~horization of items or services, or 
determinat:io:1s by plans that items or senTices are no~ 
medically necessary or appropriate; 

• specify an annual open enroll~ent period of not less 
than. 30 davs. 

Waiver of Requirements Each state may submit an application 
to waive therequiremen~s relating ~o the ~rea~ment of 
metropolitan s~atistical areas in drawing the boundarie~ of 
specified areas and the corporate structure of a. purchasing 
group. The HHS Secre~ary will establish criteria. and an 
expedited procedure for the consideration of t~ese waiver 
applications. Limitations to theS~ waivers are as follows: 

oin establishing boundaries for each specified area, a ' 
state may not discriminate on the basis of race, 
religion, national origin, socio-economic status, 
disability or percei~ed health status; 

• 	 the waiver process may not be used to establish a 
single-payer system. 

K. FEDERAL RESPONSIBILITIES 

Sets forth certain authorities for the HHS Secretary as 
follows: 

• 	 act as a state program for health plans offered by. an 
employer with employees in two or more states; 

• 	 designate State specified areas t if a State fails to 
make such designations; 

• 	 act as a state program if the state progr~~ is not in 
compliance with the requirements of this Act; 

• 	 establish rules, identifying the s~ate (and State 
specified area) in which individuals reside. 



II. 	 UNIVERSAL COVERAGE 

=~ovides access to health i~surance covera under 3 qualified 
~ealth plan for all U.S. c~~~zens and lawful =esidenLs n8t 
C8":ered t:nder Medica~e; EeLS for-.::.h elioibili tv and prograrrunaLic 
-eauiremenLs for low-income assis-.::.ance ~oucher~ to help pay for 
~e2lth p:an premiums, s s a Lime-.::.able to reach universal 
=~verage by Lhe year 2002, and eSLablishes a baseline for Federal 
health expenditures. 

Voucher Phase-In 

Low-income individuals ~ill receive vouchers to purchase 
heal th insurance: !3V'"l9 97 , individuals and families wi Lh 
incomes. below 90% of- 'the federal Doverty level (who are not 
eligible for Medicaid) ~ill receive a voucher to purchase 
health care insurance -.::.hrough qualified health plans in the 
small employer and individual marketplace. By 2002 the 
coverage will increase to 240% of poverty. At 100%, the 
subsidy covers the full premium f . up to the .. applicable 
dollar limit"; federal assistance phases out at 240% of 
poverLY· 

Expanded Access to Employer Plans 

• 	 Employers are required to make available to eligible 

employees enrollment in a qualified health plan for all 

eligible employees. Employers must pro~ide information on 

plans available in the local area. Employers must provide 

for a payroll deduction when notified of the employee' s 

enrollment in a qualified health plan, if authorized by the 

employee. Employers are neither reqUired, nor precluded 

from contributing to the cost of employee health coverage. 


UNIVERSAL COVERAGE' 

The Health Board would report to Congress every 2 years on the 
demographics of the uninsured, and its findings on why those' 
individuals were uninsured. 

In the event 96% of all Americans do not have health insurance by 
2002, the Board will develop a package of recommendations to 
Congress designed to reach universal coverage. 

If .Congress failed to act on the 'Health Board package or defeated 
it without enacting an alternative, an automatic ftFree-Rider" 
penalty would be imposed upon: 

Individuals who do not procure coverage (a special 
provision will' be included':allowing childless' 
individuals under 30 to purchase catastrophic coverage 



- . " cf t:1e unii::)rID r:eneIl'C an). -, 

ACCESS FOR THE UNDERSERVED 

Community-Based Primary Care Grant Program 

The ~3S Secre::ary will establish a 9rogram to adminis::e~ 
gran::s -c: -:he" st:ates for ::he purpose of c:!:"eating or enhancir::; 
communit:y-based primary care entit:ies that provide services :':J 
:bw-incc~e or medically underserved populations. ~his provision 
is desi,;-ned to complement the existing federal Community and 
~igr~nt ~ealth qenter programs by makin~- flexible funding 
available ::0 local public.he~lth departments, rural hospitals, 
and other ?ublic and privat? community care entities. 

The ~ntent is to better address the needs of those reai:ns 
of the ccuntry with few federal Community and Mig~ant Healt.h 
Centers ~nd to assist facilities which may be providing low~cost 
primary c~re, but may not po~sess a wide enough array of services 
or -personnel to qualify as Corrmmni ty Health Centers. 

Enhanced Assistance for Community Health Centers and 
Federally Qualified Health Centers 

• Expanded_ resources will be provided for the current 
Community and Migrant Health Center programs, and the 
related Federally Qualified Health Center program; 

• this provision is intended to complement the state-based 
community primary care grant program described above. 30th 
provisions are aimed at addressing the shrinking 
availability of primary health care services in the 
coun::ry's rural and inner-city communities. 

Tax Incentives for Pra~tice in Rural, 
Urban Underserved Areas 

Frontier, and 

• Physicians practicing in rural, frontier, or unde~served 
urban areas are allowed a tax credit equal to $1,000 a 
month. Nurse practitioners and physician assistants would 
also be eligible for a similar credit equal to $500 per 
monthi 

• 	 loan repayments under the National Health Service Corps Loan 
Repayment-Program are excluded from taxable incomei 

I 

• 	 the cost of medical equipment, limited to $32,500 annually, 
used by a physician in a rural health professional shortage 
area can be immediately expensedi 

• 	 interest, up to $5,000 annually~ paid on education loans of 
a physician, ~egistered nurse, nurse practitioner, or 
physician's assistant is allowed as an itemized deduction if 



:.:-:e 	 individ~al i:::Jrees 'to Drac't':'ce i:1 e r:.:::al community. 

Development of Networks of Care-in Rural and Frontier 
Areas 

~he HHS Secre~ary is au~horized to waive certain Medicare 
end Medicaid reauirements for demonstraticn orojec~s to 
oo~rate rural h~alth networks. Public a~d o~ivate entities 
~ay apply f~r such waivers. :-~e Secretary may award gran~s 
'to assist organiza~ions in rural networks planning; 

the Secretary will conduct as~udy6n the benefits of 
developing a supplemental benefit :~:;atkage. and making 
available oremiu.'lls that·wi1l improve access to health 
services i; rural are~~. 

Rural and Frontier Emergency Care 

A rural emeraency medical services Droaram·is established to 
improve emergency~medica1 services (EMS)-op~rating in rural and 
frontier communities. This program will: 

o 	 fer a matching grant program for improving state ·EMS 

services. These grants will encourage better training for 

~ea1th professionals and provide necessary technical 

assistance to public and private entities-which provide 

emerg~ncy medical services; 


• 	 provide federal grants to states for telecommunications 

demonstration projects linking. rural and urban health care 

facilities; 


• 	 establish an Office of Emergency Medical Services to provide 
. technical assistance to state EMS programs; 

. 	 . . 

• 	 federal grant support will also be provided to the states 
for the development of air transport systems to enhance 
access to emergency medical services. 

Rural community hospitals meeting eligibility criteria may 
qualify as Rural Emergency Access Community Hospitals (REACHs). 
This program will. permit existing rural comm.uni tyhospi tals 
participating in the Medicare program to maintain their current. 
status if they meet standards of eligibility as a rural emergency 
access facility. Current special reimbursement to small rural 
Medicare--dependent hospitals enacted in Omnibus Budget 
Reconciliation Act of 1989 will be extended. 

PRIMARY CARE PROVIDER EDUCATION 

This subtitleJ features mechanisms to increase the number of 
primary care physicians. 



Medicare GME Demonstration Project 

• 	 Secre"Carv ""i.~':' all::'.~· uo "Co s..even s"Cates -::0 exoeriment 
'ovith Medicare di::-s(:"C ';_ - "Ce medical educa"Cion (DME) 
paymen"Cs to i::c~s=se 1::-:e ::1umberof primary care physicians.' 
Under thisc::-oa~=~. c~ali£vina states mav use different 
weighting fac"Cors. or a community-based health care training 
consortia, -::0 dirs(:"C'a share of its DME funds for 
primary care medical educa"Cion. A consor"Cia will be 
composed 6f tsac~i::1g hospitals~ medi~al schools, and 
ambulatory traini::1o si"Ces, with the goal of increasing the 
nwnber of- primary care providers; . 

o 	 up to seven trai~i::1g consortia nationwide will be eligible 
to receive Medic6r:e OlliE ··..;aivers directly from the Secretary. 
Each such ccnson::i:1Illwi"Yl <be permi tted< to determine the most 
appropriate mecha::ism "Co use its DME resources to increase 
the. number of pri:::ary care providers, including distributing 
funding to medical 'schools. 

Community-Based Physician Training 

!1edical resident :rainir;.a time in non-hosoi tal-ow-ned 
~ommunity-based se"CtingsJwill begin to be-counted in the 
determination of :Clll":'t -eauivalent residents for the 
purpose of making ~·:edicare DME payments with the goal of 
moving more residency t::-aining out of hospitals and into the 
community; 

• 	 for the purpose of Medicare indirect graduate medical 
education payments (IME), training time in non-hospital 
owned ambulatory settinas will be counted in the 
determination of full-tIme-eouivalent residents with the 
goal of providing equal incentives for hospitals to train 
primary care residents and sub-specialty residents. In 
addition! per-institution IME payments are.adjusted to 
assure budget neu1:rality. 

Expansion of National Health Servlce Corps 

• 	 Increases funding for the National Health Service Corps 
scholarship and the State Loan Repayment programs. 

Increased Resources for Primary Care Health Professions 
Training 

Enhances resources for Public Health Service programs which 
support training of primary care providers as follows: 

• increases funding for programs under Title VII of the Public 
Health Service Act for the training of family physicians, 
general internists, and general pediatricians; 

•.... ""'!~ 

• creates a new scholarship program and increases Title VII 



Public Health Service Ac~ funding for physician assistan~s; 

inc=a3ses Title VII Public Heal~h Service Act funding for 
nurse practitioner trai~ing and scholarship programs. 

State Programs for Non-Physician Providers 

A demonstration program is crea~ed fo~ states and non-profit 
orcanizations to eXDerinen~ with chanaes in state scooe-oi
?rac~ice laws for nurse practitioners~and physician 
assistan~s, the retrainina of subsoecialists to deliver 
primary care, and other m~chanism~-to increase the supply of 
primary care providers. 

PROGRAMS RELATING TO PRlMARYANO PREVENTIVE CARE SERVICES 

This subtitle enhances state and federal maternal and child 

heal th a'nd social services programs and comprehensive school 

heal~h educati6n programs. 


Maternal and Child Health Coordination 

A state grant program is established to decrease rant 
morbidity, reduce low-birth weight infants, and to improve 
overall maternal and child health. These grants will be used by 
sta~es to develop and implement coordinated, multi-disciplinary, 
and comprehensive primary health care and social services, as 
well as health and nutrition educa~ion programs. A state 
receiving a grant will use such funds to coordinate a broad range 
oi state and federal programs. 

School" Health Education 

Current school health education programs for elementary and 
secondary school students are improved. States receiving grants 
under this program will distribute such funds to educational 
agencies and consor~ia to establish, operate and improve local 
programs for comprehensive health e¢ucation and prevention. 

TAX AND ENFORCEMENT PROVISIONS' 

GENERAL TAX PROVISIONS 


This subtitle provides for the tax treatment of employer and 

employee contributions to health plans ,and medical savings 


accounts. 


Employer Contributions 


.Employer contr,ip.utions to qualified health plans are excluded 

from employee incQ.me. This exclusion is limited to the weighted 


average cost of the lowest priced one-half of the qualified plans 




.e ECCA (this "a?plic~ble dollar limi~n ~i~l ~arv 
jased en family e~rollmen~ 5~a~us ~pd ace of the principal 

e::rol j.". t 

ocon~ri::u~ions ~o qualifieci It::' clans in excess of the limit, 
or ~~ ~on-qualified health plans in any amoun~, are taxable ~o 

the employee; 

othe employer's deduction for con~=~butions ~o a qualified health 
clan is l~mited to the applicable d~llar limit for each emolovee. 

Contributions by Individuals and the Self-Employed 

OThe health insur~nce deduction for self~employed persons is 

extended oermanentlv and···'increased to cover 100% of the cost of 

qualified-health plans, subjec.tto the applicable dollar limit; 


ethe m~d~cal expense deduction for health insurance premiums for 

individuals is increased to oermit the deduction of 100% of the 


taxpayer's cost for a quqllfied health plan, sub ct to the 

applicable dollar limit. 


PROVISIONS RELATING TO 

ACCELERATED DEATH BENEFITS 


This subtitle clarifies Lhe i~comeLax treatment of 
acceleraLed death benefits paid to ~erminally ill persons. 
Payments made under a qualified terminal illness rider can be 
received tax-free as if they were paid after the insured's deaLh. 

LONG-TERM CARE PROVISIONS 

This subtitle provides tax incentives for long-term care, 
including a medical expense deduction for long-term care services 
and tax benefits for the purchase of long-term care insurance. 
This subtitle so establishes consumer protection provisions 
applicable to ~uch policies. 

Qualified Long-Term Care Treated as Medical Care 

• 	 Expenditures for qualified long-term care (QLTC) services 
are deductible as medical expenses. Such services include 
diagnostic, preventive, therapeutic r rehabilitative, 
maintenance and personal care. Provision of such services 
must be contingent upon certification of impairment in three 
or more activities of daily living by a licensed h~alth care 
practitioner. 

Treatment of Long-Term Care Insurance or Plans 

• 	 Employer provided long-term care coverage which meets 
certain cons~er protection standards promulgated by the 
NAIC, is e~c~uded from an employee's taxable income. 
Premiums paid by an individual for qualified long-term care 



5.re c:iec:iuC"c:"::':"e Jilec:iical :xpense; 

qualified ':"::lg--:::::-TI1 care coverage may provide benefits in 
the form 0: =. Der Glem a.s long as such amoun1: c:ioes n01: 
exceec:i S100 ;er =ay. 

Requiremen1:s for Issuers of Long-Term Care Insurance 

A penalty c: SIOO per ~ay per policy shall be imposed on 
long-term care i.s.suers failing to IT,ee1: NAIC s1:anc:iards. 

Uniform Language and Definitions \. 

NAIC is c:iir:~ted ~o ~romulaa1:e st~ndards for the use of 
unlIorm lanC;'.lage anc:i":-d_efinI tions in long-term care insurance 
policies, '.,-:'1:n permisslble- variations - t01:ake into accoun1: 
c:iifferences in s~ate licensing requiremen1:s for long-term 
ca..re Drovi~ers. 

QUALITY ASSURANCE AND SIMPLIFICATION 

Under this subtitle, qualified health plans are required to 
annually report =ata on the quality -of their services, including 
treatment outcomes anc:i effec1:iveness to the HHS Secr~tiry, their 
certifying state, purc~asing groups, and to individuals enrolled 
in the plan. The stanc:iards for quality assurance programs and 
the format for q'.lality data are to be set by regulation. 

PART I - STANDARDS AND MEASUREMENTS OF QUALITY 

The Secretary will consult with private entities to develop 
s tandarc:is with which t:'1e quality assurance programs must comply. 
These standards will require that a qualified health plan 
annually provide quality data and information to the Secretary, 
the relevant HCCA and to individuals enrolled in such plan. The 
standards will protec1: the confidentiality of individual 
enrollees. Beginning in 1996, the Secre1:ary will publish an 
annual report -- to be distributed to each qualified health plan, 
purchasing group, Governor and State legislature -- on 
expenditures, volume and prices for procedures. This report will 
identify: 

procedures for which there appear to be the 
greatest need to develop valid protocols for 
clinical decision-making and review; 

procedures for which there appear to be the 
greatest need for strengthening competitive 
purchasing; . 

states ~nd localities requiring additional 
cost control measures; 



A s cialized ce;:"Cer of care may submit "Co 1:.he Secretary 
: ~ :':lical and' other ':":::c·:-matic,n bearina C:i1 the c:.:ali :.\.. of care it 
~=~V1Qes. Such info~c.'t.ion shall inClude sufficien't.-data to take 
~~~o account OU1:.comes c~d risk factors associa't.ed wi't.h "Creatment 
~~=ough such centers. ?he Secre1:.ary will develop cc~parative 
:":-.:orma1:.ion regarding - performance '<;>f such cen1:.ers with the 
=:lative performance of o1:.her facilities providi;1g :.::e same 
services. 

The Secre1:.ary will studv the feasibility of creating an 
.:.gency for Clinical Evaluations under \vhich the following will, be 
:~nsolidated: 

Administrat.or, Health Care policy and 
Research (.!..HCPR H ' 

Director, National Cente~ for Health 
Statistics; 

Director, Office of Medical Applications of 
Research, ,National Institutes of Heal t.h 
(NIH) ; 

Direct.or, Office of Research and 
Demonstratio;1s, Healt.h Care Financing 
Administrat.ion. 

This new agency will be a~thorized to: 

set priorit.ies for strengthening the medical 
research base; 

support research and evaluation on medical 
effectiveness through technology assess~en1:., 
consensus development, outcomes research a;:d 
the use of practice guidelines; 

conduct effectiveness trials incollaborati~n 
with medical specialty societies, medical 
educators and qualified health plans; 

maintain a clearinghouse and other registries 
on clinical trials and outcomes research 
data; 

assure the systematic evaluation of existing 
and new treatments~ and diagnostic 
technologies in an effort to upgrade the 
knowledge base for clinical decision making 
and policy choice; 

design, all interactive, ,computerized 
dissemination system of information on 
outcomes" research/ practice guidelines and 

http:Direct.or
http:Administrat.or
http:associa't.ed


::ycher iniorJUat:icn - -- -:::>roviders. 


-

PART II - AGENCY FOR HEALTH CARE PDLICY AND RESEARCH (AHCPR) 

Part: II aives P.HCPR resDc:;sibilitv for evaluating 2nd 
. d~sseminat:ing~inforJUat:ien en-res priorities and the ability 
~o conduc~ trials en t:he effec1:.i~eriess of medical services . 

. }d-lC?R mus'::. establish a cleari::a:'1ouse to comDile and -crovice 
i:::ormat:ic;n and researc:, ciat:a a:::>out: e effect:iveness trials. .; 
fund investigator will be appeint:ed to initiate research with 
respect ::'0 the relationship be::.ween he~lth care treat:ment:s and 
out:comes. 

PART III - MEDICAL RESEARCH TRUST FUND 

This part establishes 'a'Fund t administered by the HHS 
Secretary to supplement research activities at NIH and health 
information communications rese2rch by the National Library of 
Medicin~. The Fund is financed bv a voluntary check-off on 
individual tax returns and cert:ain civil penalties imposed under 
ERISA. 

SUBTITLE B -- ADMINISTRATIVE SIMPLIFICATION 

This subtitle streamlines .,administrative processes in the 
health care system by establishing standards for a health care 
electronic data interchange (EDI) system to reduce administrative 
waste in the health care system; provide the information on cost: 
and quality needed to make competition work; create the tools 
needed to conduct outcomes research to improve the quality of 
care; and, to make it Dossible to tI:'ack down fraud. This 
subtitle also sets req~irement:s to protect the privacy and 
confidentiality of health care information, and establishes a 
National Health Information Commission of private-sector experts. 

Adoption of Standards for ED! 

• 	 Establishes a federal Health Care Data Panel which 

recommends to OMB (which subsequently issues regulations 

that apply to all federal agencies and to the private 

sector) the adoption of data standards for the elect:ronic 

exchange of health care information; 


• 	 standards shall be based on existing standards, where 
possible, and include data to monitor access to health care 
services, and other data sets, as deemed appropriate by the 
panel. 

Timetable for Adoption of Standards 

• 	 Standards for ED! are phased-in over time, according to the 

following ti~etable: 1) financial and administrative 

transactio~s:(within 9 months o~ enactment); 2) initial 

quality indicator data set (within 12 months); 3) a 




corn?r2hens~~e clinical ~a~a se~ ~~ithin 2 ars); and 4\ 
s~andards ::r elec~ronic ?a~ien~ medical records ( ~hin
years; ; 

~ 	 heal .. insurers and oroviders are required to comolv wi~h 
~he ~~I s~andards or use a heal~h .care information 
c r~~ohouse to translate data to the s~andard. There is a 
arace Dericd for adootinoestablished standards and ·,..;a.ivers 
for s~all a~d rural hosoitals and others under cer~ain 
circu:;.s~ances .. 

privacy and Confidentiality 

The Ac~ es~ablishes strict Drivacv and confidentiality 
s~andards, enforced by criminal,penalties,which require: 

• 	 info~,ation to be collected only to the extent necessary ~a 
ca~ry out t~e purposes of the Act; 

• 	 info~ed consent for information collected for one purpose 
to be used for another, unless pooling with other 
individuals renders the information unidentifiable; 

• 	 disposal 'of information when no longer necessary; 

• 	 methods to ensure verifiability, timeliness, accuracy, 
reliability, utility, completeness, relevan~ef and 
comparability of the.information must be instituted; 

• 	 individuals to be noti ed (in advance of the collec~ion of 
such information) as to whether their compliance is 
mandatory or voluntary, what the record-keeping practices 
are concerning such information, and how the informa~ion 
will be used; 

• 	 that individuals be permitted to inspect and correct their 
records and be advised on the use of such information. 

PATIENTS' RIGHT TO SELF-DETERMINATION REGARDING HEAL~ CARE 

This titie provides for more effective implementation of 
living wills and advance directives by: 

• 	 requiring each qualified health plan, Medicare, and Medicaid 
to disseminate information on existing state laws regarding 
p~tient's living wills and advance directive rights to 
improve the education, awareness, and exercise of such 
rights; , 

• 	 allowing health care providers to honor advanced directives 
and living w:11)s which constitute a'reliable expression of 
the individt;a.J;'swishes concerning his or her health care, 
notwithst~nding technical formalities of form, language or 



execution s~ecif~ed s-ca-ce .!.aw: 

permitting porta .!.l-CY between gta-ces so -c::at such 
directives ~aV honored, excep-c where -chey conflict with 
substantive nrovisions of state law regarding health care 

. -: rea unen t i 

requesting -c~e E~S Secretary to.study implementation of the 
?atient Self-Determination Act of 1990 and make 
recommendations 1:0 Congress. 

TREATMENT OF EXISTING FEDERAL PROGRAMS ~ 

MEI?~CAID PROGRAM 

OPTIONAL COVERAGE UNDER 

QUALIFIED HEALTH PLANS 


o 	 At state option, ~he Medicaid program will permit AE'DC 
recioients and SSI recioients to receive medical assistance 
thro~gh .enrollment ina-qualified health plan offered -in a 
local HCCA. The state may not res-crict an individual's 
choice of plan and is not required to pay more than the 
applicable dollar limit for the HCCA area (as determined 
under section 2001 of the Act). The state will make all 
necessary payments of premiums, copayments and deductibles 
under the selected qualified health plan. The number of 
individuals elec-cing -co enroll in a qualified health plah is 
limited to a fifteen percent of the eligible population in 
each of thefirs1: three years, and ten percent in each year 
there after. 

PART II-- LIMITATION ON CERTAIN FEDERAL MEDICAID PAYMENTS 

• 	 Federal financial participation for acute 'medical services, 
includ~ng expenditures for payments to qualified health 
plans I '. is subject to an annual federal payment cap. The cap 
is determined by multiplying the per-capita limit times the 
average number of Medicaid categorical individuals entitled 
to receive medical assistance in the state plan. 

• 	 The per-capita limit for fiscal year 1996 is equal to 118% 
of the base per capita funding amount. This amount is 
determined by dividing the total expenditures made for 
medical. assistance furnished in 1994 by the average total 
number of medicaid categorical individuals for. that year. 
Expenditures for which no federal financial participation 
was provided and disproportionate share payments are 
excluded from this calculation. 

• 	 In years aft~r 1996, the per-capita limit is equal to the 
per capital. funding amount determined for the previous 
fiscal year increased by 6 percent for fiscal years 1997 



through 2000, ~nd _ ~erce~~ ~or fiscal year 2001 and beyond. 
-

States are recuired ~o c=ntinue-to make eligible for medical 
assistance any c::'~ss 0:: c=.tegory of individuals tha1: were 
eligible for assis~ance ~~ fiscal year 1994. 

PART III STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE 

SERVICES 


& 	 At state option, ~~e Act "establishes a risk contract program 
within the Medicaid program which~allow states, to en1:er into 
contracts with at-risk primary catecase ma~agement 
providers. .~..n at-risk primary care case management provider 

, must be a physician f .. group of physicians, a federally 
qualified health ceni~rf a rural health clinic or other 
entity having other'arrangements with physicians operating 
under contract with a S1:ate to provide services under a 
pr~mary care case ~anagement program. 

Risk contrac1:ing entities must meet federal organizational 
requirements, buarantee enrollee access and have a written 

) 'contract with ih~ state agency that includes: an 
experienced-based payment methodology; premiums that do not 
discriminate among eligible individuals based o~ health 
status; requirements for health care services; and, detailed 
specification of the responsibilities of the contracting 
entity and the state for providing for or arranging for 
health care services. 

• 	 Standards are established for internal quality assurance and 
state options recardinc enrollment and disenrollmem: are 
specified .• State and federal monitoring of quality and 
acc~ss standards a~e also established~ 

• 	 In addition, each risk contracting entity providing Medicaid 
services shall also enter into written provider 
participation agreements with an essential community 
provider; or at the election of an essential community 
provider, each risk contracting entity will enter into an 
agreement to make payments to the essential community 
provider for services. Essential community providers 
include: Migrant Health Centers,Community Health Centers, 
Homeless program providers, Publ~c Housing Providers, Family 
Planning Clinics, Indian Health Programs, AIDS provid~rs 
under the Ryan White Act, Maternal and Child Health 
Providers, Federally Qualified Health Centers, and Rural 
Health Clinics. 

PART TV -- oTHER PROVISIONS 

• 	 The Act phases out Medicaid Hospital Disproportionate share 
adjustment.R~yments by fiscal Yj3ar 2000. 

, SUBTITLE B - MEDICARE 



icare beneficiaries sav choese ~o remain in t~e ~edicare 
~ ram or enroll in ~he same ~1!- health Dlans as ~~e ncn
elderly Dc~ulation. The Medicare"ri contrac~ina prearamis 
strena~hened. The annual ra~e of aro~h of Medicare eXDenditures 
is :::-educed from~12% to 7% over ~he-next decade by makir.q 
adj~s~me~~s in paymen~s to ce:::-~ain health care provider~. and_~y 
aski h~ .er income senior ci~izens~o pay a grea~er snare e~ 
~~eir r~ 3 premiums. 

PART I - ENROLLMENT OF ¥~DlCARE BENEFICIARIES IN QUALIFIED HEALTH 
PLANS 

• 	 Secretary is directed to de~elop and submi~ ~o 
Congress a proposal for the integration of Medicare 
beneficiaries into qUalified health plans. In the interim, 
Medicire enrollees may'6pt~td enroll in qualified health 
plans and receive the s~me benefits as the under 65 
pop.ulation, including prescription drug coverage; 

• 	 the f 1 government would make payments to a qualified 
healt:: plan, on behalf of the beneficiary, for a portion of. 
the premium up to 100 percent of the average amount :':edicare 
spends per beneficiary i:1 that area. The beneficiary '\\'ould 
be responsible for the remainder of the premium. The amount 
the beneficiary would have t6 pay would depend on the cos~ 
of the qualified health plan selected. Medicare 
beneficia s who choose to remain in the existing ~edi~are 
program would continue to receive the Medicare benerit 
package. 

PART 	 II -. ENHANCEMENT OF MEDICARE RISK CONTRACTS 

• 	 The r.."HS Secretary is directed to develop a new payment 
methodology for Medicare risk contractors which more . 
accurately reflects the costs of providing care to 
beneficiaries enrolled in risk contract programs. In the 
interim, several improvements are made in the, methodology 
for determining the amount of payment to risk contractors; 

• 	 these enhancements will increase the·number of manaaed care 
providers offering enrollment to Medicare beneficiaries, 

"especially 	in areas of the country where there is currently 
no option for.enrollment in a managed care .plan. 

PART 	 III - MEDICARE SELECT 

Medicare Select t the current demonstration program which 
allows for the sale of managed care supplemental insurance in 
fifteen states, will be expanded to the nation as a whole. This 
provision allows Medicare beneficiaries· to purchase lower cost 
Medigap insurance which provides services through a managed care 
network, rather than fee-for-service.

PART 	 TV - OTHER PROVISIONS 



This legislation slo~s ~~e annual ra~eoi arow~h in Medicare 
expendi~ures fro~ 12% to!~ ever tje ~ex~ ~ecade by making 
adjus~men~s in paymen~s to heal~h care providers for cer~ain 
services. Chances include ~he extension of several l~edicare 
Davmen~ ~olicie~ ~hat are cue to exoire in 1999. In addition, 
~olnsura~ce is imoosed for labora~o~v and home health services; 
?1ospi~al dispropo~~ionate share adjustmen~ ?aymen~s are 'phased
out; and bad debt recognition fer hospi~~l services is 

1" .e_l.ml.na~ea. 

Finally, the bill increases the Medicare part B premium f2r 
individuals whose incomes exceed $90,OOD Der year and for couoles 
whoie incomes exceed $115,000 per year.: 

**************************w~~*********~**********,**************** 
************************** 

l1EDICAL LIABILITY REFORM 

This subtitle provides mechanisms to resolve disDutes over health 
care cialpractice claims mor~ effec~ively and efficien~ly. It 
puts in place reforms that should lead to.' a reduction in the 
practice of defensive medicine, while ensuring that victims of 
medical malpractice are fairly compensated and quality of care is 
monitored and maintained. 

MEQIATION AND ALTERNATIVE DISPUTE RESOLUTION 

• 	 Qualified health Dlans are required to provide mediation 
procedures approv~d by the state in order to facilitate 
early resolution of poten~ I health care malpractice, 
claims. Any party to a health care malpractice claim is 
required to participate in mediation if requested by another 
party to the dispute. All information disclosed in the' 
mediation proceeding is protected from use in any other 
proceeding unless it is discovered independently. 

Mandatory Alternative Dispute Resolution 

• 	 All, health care malpractice claims must be raised in an 
alternative dispute resolution procedure adopted by the 
state and approved by the HHS Secretary, before they can be 
raised in.state or Federal court. The Secretary will 
develop several models of alternative dispute resolution 
that the states may adopt, or states may develop their own 
alternative to be certified by the Secretary; 

• 	 upon completion of the alternative dispute resolution, any 
parties to the dispute may appeal their case to the 
appropriate state or Federal court. However, if the party 
seeking the court action receives a worse result than that 
received in. t:,he al ternative disp.ute resolution that partyf 

bears all cou~t costs. 



?~~T II -- LIABILITY REFORM 

~on-economic =amaces awarded t~ a plaintiff in a health care 
malDrac~ice c:a cr ac~ion may not ex S250,OOO. The 
amo~n~ of d s awarded to a par~y must reduced by the 
amoun~ of any sr. Gr future paymem:. ::;r the same in jury. 
The 1iabili- each defendant for non-economic and 
punitive ~,ill be based on the defendant's proportion 
of ~esoons :Gr the claimant'S harm. Lawyers may not 
charge conti~gency fees greater than 25% of the total award. 

Reform 6fProcedures 

.Except for .iuries auff~red bv minors younaer than six, the 
statute of l.:.mital:.ion-s· for a health care maloractice claim 
shall be two vears fro~·th~ date on which the injury and its 
cause should =easonably have been discovered. The court or 
other adjudicating body must impose sanctions on individuals 
who pursue an unreasonable health care malpractice im or 
action. 

Practice Guidelines 

e 	 This section establishes a rebuttable presumption that 
state-developed, federally-approved practice guidelines 
constitute an aDorcoriate standard of care. No health care 
provider may be~required to provide, or be held liable for 
failing to provide, new or experimental treatments until 
they are found safe and efficacious by the appropriate 
federal agency. . 

Drugs and Devices 

• 	 No punitive damages will be awarded in a health care 
malpractice claim or action stemming from a drug or device 
approved by the Food and Drug Administration, unless 

. relevant information was withheld or misrepresented, or an 
illegal payment to secure approval was made. - Approval by 
the FDA is an· absolute defense to strict liability claims~ 

SUBTITLE B -- ANTI-FRAUD AND ABUSE CONTROL PROGRAM 

This subtitle establishes a stronger, better coordinated 
federal effort to combat fraud and abuse in our health care . 
system. It also expahds criminal and civil penalties for health 
care fraud to provide a stronger deterrent to the billing of 
fraudulent claims and to eliminate ~aste in our health care 
system resulting from such practices. It would: 

• 	 require the HHS Secretary to establish and coordinate a 
national health care fraud program to combat fraud and abuse 
in governme!l~.and private healtl1 care programs; 

" ~.; 

• 	 finance the anti-fraud efforts by setting up an Anti-Fraud 



=.nd Jl..buse T::-'...:ls-':' ?'.:::j, :':':-nies £::-om penal ties.':: s. and 
~amaaes assessed _:r heal-.:.h care f::-aud are tedica -':'0 the 
""''''''''s':__ ..... l,.. "C'uno'J.. to ~-v '::-r~a _ ___ - .... .::::>.-" .. _ -ntl' -';::-r"""o'C __ l...O...... eifo""'-c.:·. ..1. ..... _, 

increase and ex-.:.e::d ~edicare and ~edicaid civil ~onev and 
criminal penalties for iraud to all health care ?rograms; 

allow competi-.:.ors' ~~suehealth care providers who cefraud 
the Medicare or }~edicaid ?rograms if the goverrl.i11en-.:. does not 
~ring charges agai::st tte iraudulen-.:. provider; 

e 	 b~r provider~ convicted of health ~are·fraud felonies from 
participating in .e Medicare program; 

.'. 

require HHS to publisn-··the names of providers. and suppliers 
who hav~ had final adve~se actions taken against them for 
health care fraud. 

SUBTITLE C -- TREATMENT OF CERTAIN ACTIVITIES UNDER THE 
ANTITRUST LAWS 

This subtitle will create a more flexible antitrus-.:. policy 
environment for the evolving health care marketplace, and allow 
the efficierit collabora-.:.ion oforoviders encouraaed bv the Act, 
including the elimination of ex;en~ive,duplicatrve a~d 
underutilized equipmen-.:. and ser;ices. . 

Statutory Safe Harbors 

• 	 The "safe harbors" apply to: (1) small provider 
combinations; (2) activities of medical self-regulatory 
enti ties i (3) participation in certa.in surveys of cost, 
price, reimbursement, and employee wages and benefits; (4) 
joint ventures for high technol6gyand costly equipment and 
services; (5) small hospital mergers, (6) joint purchasing 
arrangements; and, (7) good faith negotiations; 

• 	 the Attorney General, in consultation with the HHS Secretary 
and FTC Chairman, ',.;ill solicit suggestions for, and . 
promulgate, additional safe harbors to further health care 
reform .. 

Certificates of Review (Waivers) Awarded by the 
Attorney General 

• 	 Providers may. petition the Attorney General for certificates 
of review to obtain an antitrust exemption for relevant 
activities. If the Attorney General does not reject the 
application within 90 days, the activity is deemed approved. 

Provider Notifications for Reduc~ion of Antitrust 
Penalties '~~. 

http:certa.in


Joon 	~o~i£ica~i~n ana =~~:~ca~icn of orooosed ven~u~es, 
heal~h care Droviders ca~ :imi~ _;oten~ial an~itrus~ 
penal~ies ~ha~ ~ay i==osed ains~ ~he ven~ure ~a aC~ual 
damaaes and avoid :::er - ~ondemna~ion; Boolicam:s forIt 

cer~i:fica~es of revie-w :-~ exemption from an~itrus~ laws are 
au~oma~ically ~~ea~ed i~ ~his manner; 

cer~ain networks of non-ins~it~~ional providers obtain ~hese 
benefits withou~ no~ifica~ion if thmee~ cer~ain c~iteria. 

New Office at HHS 

• - The bill creates anO££ of Health Care Competition Policy 
within HHS _to assist -t-he:::ecre~ary in _implementing health 
care antitrust policy.' 

SUBTITLE G - DEFINITIONS 

Key t.erms are defined as follows: 

o 	 with respect to a health plan, a -delivery system· can be a 
1) fee-for-service, 2) preferred provider, 3) staff or group 
model health maintenance organization (HMO), or 4) such 
other system as the Secre~ary may recognize; 

• 	 in. the case of a health DIan ooerating within one s~ate 
which has a qualified health plan certification program, the 
"appropriate certifying authorit~ is the state com~issioner 
of insurance, or the sta~e authority responsible for, 
regulating insurance; in all othercases~ it is the RRS 
Secretary; 

• 	 "dependent" means a spouse or a natural or adopted child who 
is either.under 19 years of age, under 25 years of-age and a 
full-time student or any age, if incapable of self-support 
because of mental or physical disability; 

• 	 an "eligible employee· is one who works at least 30 hours 
per week for one employer; 

• 	 an "eligible individual" one who is not otherwise 
eligible for coverage under an employer-based qualified 
health plan, or one of the eqUivalent health care programs, 
or has elected not to enroll in a qualified health plan 
offered by his or her small employer; 

• 	 "equivalent health care programs n include parts A and B of 
Medicare; Medicaid; the health care program for active 
military per~onnel; the veterans health care program; 
CHAMPUS; the ,,,Indian Health Service program i and, any other 
plan recognized by the Secretary to provide retiree health 
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TABLE 2 

OP~ION PACKAGEIFOR 10~ and 15% HMO REDUCTIONS (HSA BASE) 

In order to get a 10% or 15% reduction all of the following would 
be needed: 

Change =-ill 

Hosptial or specialized o $250 $400 
facilities admission 
deductible 

Emergency Room Use $10 $100 .$150 
(includes physician charges 

Inpatient Surgery $10 $100 $150 
(in addition to hospital deductible) 

. Delivery $10 $100 $150 
(in addition to hospital deductible) 

'. < >, I, 

Outpatient Surgery 
(includes facility charge): 

Outpatient hospital $10 $50 $75 
Freestanding facility $10 $25 $35 
Office Surgery $10 $15 $20 

Physician, dental visits, $10 $15 $20 
Other practioners 
(other than prevention, ADM, 

and vision) 

ADM residential or $25 $35 $45 
outpatient 

Routine vision exams $10 $25 $35 
" 

Home Health Care $10 $15 $20 

Ambulance o $50 $75 

DME o 20% 30% 
., "'), " 

Prescription Drugs $S $10 $15 

OPTIONAL ~ORM 99 (7.90) 

To' 

Fas' r \ -I-So '1 a> 'C'a..V'"" ~ t I: .
~- .... --...--- .-.... ~.............'''''' .. 
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TABLE 1 

OPTION PACKAGES FOR 15% REDUCTIONS (HSA BASE) , 


FOR FEE-FOR-SERVICE* 


Each option contains a set of changes all of which must be done 
to obtain 15%. 

Option I:-:--r I. , 

Raise Cost Sharing .20 to .25 
Raise Out of Pocket $1500 to $2500 
Raise deductible to $400 
Add a $250 per hospital admission deductible 

Option II 
, \ 

Raise Cost Sharing .20 to .25 
Raise Out of Pocket $1500 to $3000 
Cut Mental Health benef~t to Blue Cross Standard 
Change Prescription Drug cost sharing (.2 to .6 in' higher) 

OI?tion III 

Raise Out of Pocket $1500 to $2500 
Eliminate prescription Drug or Mental Health 

option IV 

Raise Out of Pocket $1500 to $2,000 
'Raise deductible to,· $250 t 

Eliminate preventive services package 
Cut mentar health benefit to Blue Cross Standard 

*To get full 15% will need comparable reductions in HMO benefits. 
See Table 2 for HMO package. 

i. 
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MAY-26-1994 lBH'1B FROM At..-ru:lRIAL R[;SBlRo; TO K THORPE P.01 

pc. 

To 3E!DDifer Klein 


Fi;Un : Jim MiiIJ'S 


Subject : Mere coat-sharing Variaticms - (Fee-for-sernce: aaly) 


. COpfl. ; Ken Tbarplii. . 

Follo;ting up em your re;uest far cpticms to cut 10', 1st, and 20% 

off the ..IfSR...,5t" level, here are eost-shari.n9 changes Wieh should 

;GQel"ate apprax1mately theDe additicmal savi.rl;s. 


Additiaoal 10\ out; 

decludU,le::l $500/$1,000 
~=25' 
cost-sl:IaI:i.ng' rru:i.Run -$2.500/63 1 000 

Additicaal 1St cut: 

deductible ;;; 5100/$1,400 
CO~!! 25\ 
eost-shaziDg nu:i.m:Ia =~3 ,000/$3,000 

.witic;aUll 20\ cut: 

dec1actible= $1000/$2,000 

<:oins~ :; 25\ 


... '~t._Sha:ri.Dg ~ ~ 53,000/53
1 
000 

CCBo1 
fa /s 

Post-It... brand fax tr3nsmittaJ memo 767'1 I"of pdgas • 

F..III ..,-,;... n.WI.,7k_~KEt}o 
Co. 

t>hon.1IDe". 
7(11. 9~.f-, "I'" 

Fax. .. IFur 
l<tl. •!Lrll - ?! t I 

I •. 

http:t>hon.1I
http:t._Sha:ri.Dg
http:cost-sl:IaI:i.ng
http:eost-shari.n9


06-15-94 12:38 PM FRnM nlP 	 P02/04 


AdministratIve l~sues With MEDeO/MERCK Proposal 

o 	 ENROLLMENT - Confusion could result amqng beneficiaries as a 
result ofhaving to make a choice among three drug processing firms· 
in order to receive their Medicare be.nefits. . 

+ 	Under the proposal, beneficiaries who do not make a choice 
among plans would be assigned by HCF A to the plan which 
includes their pharmacy. 

How would HCFA obtain this information? Beneficiaries++ 
who dc:;>, not rnatke a choice might also be incapable of 

'. I. 

indicati'ng a preference among pharmacies. 

+ + 	 What happens if the preferred pharmacy is in all three 
plans? 

+ 	Beneficiaries may not understand that their choice of plan has 
implications as to which pharmacy they may use .. 

The: enrollment process could be costly and is unprecedented; there is 
no working model in the public or private sector .for an enrollment 
process for drug coverage only. 

Under 	the proposal, beneficiaries who age-in would have to wait until 
the 	annual open enrollment period to make a choice of plan. 

o· 	 SELECTION ISSUES. With multiple entities' and beneficiaries 
enrolling in their plan of choice, some plans could experience adverse 
~election~ No mcr~hanisrqs to risk adjust payments are specified. 

o· 	 POTENTIAL FOR SIGNIFICANT OViRPAlM!m . Under the 
proposal, plans would guarantee a 5% savings relative to what 
spending would be under the Chairman's mark. It is not clear 
whether 5.% is sufficient given the use under the proposal of 
restrictive formularies, pharmacy.networks and manufacturer 
discounts. If the 5% savings is too small relative to the potential 
savings from the restrictive benefit proposed, contractors would 
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receive a windfall. 

o 	 INCENTIVES .. Payment incentives faced by plans could lead to an 
actual increase in the costs for ~ Medicare '~ervke!\. Payment on 
the basjs of a fixed price per prescription or therapy day would ' 
provide an incentive to reduce the mix of drugs provided. While such 
an incentive is consistent with the move to increase' use of generics, it 
could also result in an inappropriate 'reducrlon In 5\uch mix. 

'0 	 FQRMULARI£S 

+ 	Multiple DBM firms, each With their own formularies, could result 
in coverage, that varies significantly within a geographic area. ' 

+ 	Non~illstitutionalized beneficiaries on average purchase 15 
prescriptions per year. The average for beneficiaries with 
functional impairment and for those with poor health is 26 and 31, 
~respectively. 	 Given re~trictive formularies, it is doubtful that a ' 
beneficiary will be able to find a plan that covers all of the drugs, 
that they are currently taking. As a result, the proposal w1111ead 
to beneficiaries changing their prescrip~ions, ' ' 

, + 	Although a beneficiary's physician could in theory obtain coverage 
for a drug not on a plan's formulary, this would involve" proving 
medical necessity to the UHM firm which could have an economic 
interest in opposing such an approval. 

+ The structure of a plan's formulary would be determined by each 
plan. Thus, it may be difficult for beneficiaries to compare 

, formularies when choosing a plan. 

+ 	Members of the "independent" Pharmacy and Therapeutic 
Committee would determine formulary and prior authorization 
policy for each plan. Although members of the committee are 

".prohibited fro~ havi~~ a dire~t fina~cial interest in, a DBM firm 
or In the pharmaceutIcal or biotech mdustry, there IS no 
prohibition of a family. member having a direct interest or the 
individual having an indirect interest (e.g. through a holding 
company). 
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o 	 pKQG UTILIZATION REVIEW .. Physit;ians are used to dealing with 
uniform medical review criteria for Medicare beneficiaries in a 
geographic area. With three DBM firms in a geographic area, 
physicians will have to cope with three differentfo1111ularies and DUR 
protocols. . .. 

o 	 <;ONTRACTING ISSUES 

.f. 	 The proposal calls' for state-;:;ized service areas. This would mean 
that HCFA would have to administer up to 150 separate contracts. 
HCFA is currently pushing to consolidate the number of . 
co.ntractors processing other Medicare claims. . 

+ 	There is no provision for a fall ..back mechanism in the event that 
no acceptable bids are received in a geographic area. 

+ 	HCFA is not given specific authority to terminate a contract 
during the first year of operation, even if massive quality problems 
occur. 

o 	 DIFFERENTIAL PREMIUMS ~ Under the proposal, Medicare 
beneficiaries currently receiving drug benefits through a former 
employer could ~ontjnue to do so and would not have to pay the drug 
portion of the Part B premium. . 

+ 	Why would employers continue to offer primary drug coverage to 
retirees when coverage under Medicare becomes available? 

+ 	SSA systems are not equipped to deduct a differential Part B 
premium. 

o 	 OTHER ISSUtS • Under the proposal, HMOs would be ahle to serve 
as Medicare drug contractors. HMOs could use information on the 
individual's drug utili,ation to target healthy individuals for 
enrollment under a risk contract. 
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Health Care Reform model parameter/assumption dlecklist, 6114/94.5:35 pill 
t!: . 

Default option 
(don't run: just for 
disclL~sionlcomparjson 

purposes) 

Modifications 
(MB6.13.94) 

bencflt package HSA..5% by higher cost 
sharing 

HSA-8% with Dge 
rating until 2000 
(2:1 limit) --

CJ11I>loycr mandate 

t; ! • 

t; I, 

aJl firms; 
80% in aggregate; 
lISA·like per worker 
oblig~tions; 

t 

t 

exemptions: 110 firm 
mandate until 1998. 

no payroll tuxeS jf 
dOll't offer in 
interim. 

1% payroll tax 011 

500+ whether offer 
or nol: 

triggers: 

Case J: 
.. 

100+ in 1998 if 85% 
of clITTellaly 
uninsured workers 
and dependents not 
covered; 

26·99 in 1999 if 80% 
. .., 

2.25 in 2000 if 75% . 
. • plus individual 
mandate in 2000; 

Casc ll: Clase 1}>lns 
I year (100+ in 1999, 
etc) . .. 
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individual mandate lISA-like; 20% 1)lus unpaid 
"employer" portionj 

Case I: year 2000 
only 

Case II: year 2001 
only 

firm subsidies . , , 

.\I I, 

5.5·12% individual wage 
callS, depending on firm size 
and average wage, for all 
firms (Retreat Modell) 

t 

2.8%-12% individual 
wage cops, converted 
to. doIlars, tied to 
premium targctc; and 
indexed at HSA 
growth rates; 

Subsidies phased-in: . 

Case I: assume 
7/1196 start date -

1996 currently 
insuring firms get 
25% and newly 
insuring firms get 
75% until mandate, 
when mandated 
firms get 100%. 

Case IT: assume 
111/97 start date •• 
same rules. 

hulividual subsidies IlSA cbange 3.9% to 
5.0'10 011 10% .share; 

no special early 
retiree policy; 

I, 



i 
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,

alliances/community rating Medicaid non-cash, workers in linns 

pools ., 
 nOllworkers, and workers in with ~ 500, 

firms with ~ 1000; nonworkers, seU:' 
( 

employed, part-
timers, non-('.ash 
Medicaid; AFDC 
and SSI capitated; 
govt. buys non-c.ash 
Medicaid comlll. 
rate policy until 
2000 (2001) when 
they are treated like 

/ 
others eligible Cur 

t.. I, 
subsidies. We'll 
convey all 
assumption about 
higher take-up rates 
later). 

. premium caps tax plans above 
either mandatory alliances or 
USA-like, enforced Olrough 

target to recapture 
voluntary alJiancf's ~md state indh'idual subsidies 
insurance offices. and revenue losses, 

ratc to be 
determined by 
Treasury, based in 
))8rt on bidding 
nsslIml)tions 
(attachment 1). 

,.. 

adjustment", need to 
adjllst.ments 

NAinterim llremium 
be made for: 

I, t~ 

adverse selection: 

uncompensated care: 

S&L + Fed DSH: 

smaller commmllty 
rating 
pool ???,!'I'l1?? 

NET: (attachment 2) 
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Finan,dpg 
.. 

,, , t ?. 
NOTE: Jose 
Medicaid, Medicare 
'Vorker, Other 
Federal Program, 
and Cafeteria l)l~m 
savings unlll 2000; 

, . ~ 

'.. t 
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Attachment 1, 6115/94 . 

The }mrpose of this attachment Is to clarify assumllUons about the time path of 
premiums under the proposed assessment rules. It is nol possible to construct a 
premium foreca')t in tlle abscnc.e of bard caps willlOut making heroic 
assumptions. BcJow are three scenarios which (hopefully) bound the rauge of 
reasonable }lossihiJitics. 

Global Assumptions: 

l'h~ average uncortstr'oinccJ \)iiJ in the absence oC ~tny tax would be 7.5% higher 
than tbe adjusted HSA laq;ct (II' = C.RO's HSA premium adjusted for adverse 
selection, uncom}lensated care, aud S&L+Fed DSH).· This average is the result of 
(I.x%) of plans that bid above tbe target, on average Pa, and x% of plans that 
bid at (It) or below (Ph) tlle tal"get, i.e., 

Now, 

IF 	 x :; .4 (default assumption in year 1, see table below), 

xh ::: .05, 

P lo = .95"'*, 


'then 	 p.:; 1.13H". This says that the average bid above the target would be 
13% higher than the target in year 1 '(1996). It seems reasonable to 
assume that Pin" does not increase over time, as competition works jt~ 
magic. 

I,". ip, 

'. ip, 
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" ~ 1. 

o Default schedules for x: 

19971996 199~ 1999 lOOO 2000+ 

_~ 'v 27.5%No tax 25% 22.5% 20% 20% 
- -

tox, 30% 27.5% 25% 22.5% 20% 20% 

inelastic 

demand 


-
 ", 
 '. 
35(~30%tax, 32.5% 37.5% 40% 40% 


inelO!itic . 

supply 
 J"

30%tax, equal 30% 30%30% 30% 30% 
slIflplyand " 

demand 

elasticities 


i .. -. " 
~ 

Now, enter taxcs/asscs-<';Illcnts on high cost 1)lans. 

The tax is to be set Oil the Iolal premJum of all those plaus which bid above the 
target. 

Let t = the tax rate on the deviation irom the target, and t =the tax rate on the 
'total I)remium. The relation between the tax rales would then appear to be: , 

t(p.- H) =tPg , for they hoth must raise the same .lmount of money. 

Now, since Va =kH· in general, (k > 1), 

t =t(k-l)lk. Treasury Informed liS Oil Friday that t ....45-.~, dependjng on the 
clements of the "holc" one needs to make 1111. The proposal then evolved to 
protect cmployer subsidies from l>remiums higher than our targets, and to make 
hOllsehold subsidies slightly less generous, so our initial guess is thal 't :::s .5. With 
k =1.13, as we assumed above, t = .057. We rounded (his to t = .06 in all (l1al 
follows. 

t .1. 
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Scenario 1: l)erfectly inelastic demand. 

Plans know they can: pass the full tax increase onto their enrollees. 111 this 
case there is no reason to bid other than the pre-tax bid. Then the post
tax weighted average is:. 

I. t. ' 

Y is the l)ercentage over the target the post·tax premium turns out to be. 

IF: XI. =.05, PI> = .9SHo, p .. =1.13It, (hen 

y (t=.2) y (t,:::.1) y ((=.06) 

1996 24.7% 16.7% 13.6(%' 

1997 

1998 

-~ 

25.6% 

26.5% 

17.4% 

18.0% 

14.1% 
-

14.6% 

1999 27.3% 18.6% 15.1% 

2000 28.3% 19..~% Ii 15.6% II. 
The driving force behind the trajectory is (he assumption of market share 
at or below 1.J~e t.argc~ (x). To derive the appropriate premium in year 7., 

multiply 1 + y times the aI)propriate H". Since we believe t = .06 is the 
best a priori guess, we recommend using the third column for now for 
Sr.enario 1. 
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Sc.enario 2: pcrfectly inelastic supply' 

PJans know they can 1)8SS the full tax increase backward onto their 
l>roviders, or alternatively, alter the mix of services tllallowers cost~. III 

this CIl.;;;C plaus that bid above the target hefore would bid P.l(l+l) lifter the 
tax, yielding a post-tax average premium of: 

This scenario cmboclies more favorable assumptions for cOlll()etition, so we 
assume l1igher market shares for plans at or below the target and growth 
in their market shares througb time . 

. ' . " \ . t 

Note this average llremium is indcI)Cndenl of t. 

IF: "b =.10, 1\ = .908., p. = 1.13If, then 

Y 

1996 8.6% 

1997 8.3% 

1998 8.0% 

1999 7.6% 

2000 
I 

7.3% 

The lidving force behind the trajectory isstm tbe assnIDI>tion of market 
share al or below the target (x). To derive the appro})riate premium in 

, year z, muJtiI>ly 1 + y tjmes the apl)ropriatc It. 
\ . 

;.. 
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.Sc~nQr~o ~: equal, nunz~ro and UnUe demand and SUPl)ly elastidtles 

Plan~ know that the incidenc.e of the tax will be shared among providers 
and enrollees. CJ. is the feaction of the tax that can be pllshed back to 
providers. This is the real world, and the average post-tax prcmiuJlI is: 

(l+y)H" = (1-x)[1+(1..cx.)t]P. + (X-Xb)I1" + xl.P ... 

o~ CJ. ~ 1. Note that (X ;::; 0 and this reduces to Scenario 1, Ct. = 1 and this 
reduces to Scenario 2. 

IF: Cl = .5, Xb ;;;; .075, Pl. =.95ft, p. =1.131t, then 

y (t=.2) y (1.=.1) y (t=.06) 

1996 16.6% 12.7% 11.1% 

1997 16.6% 12.7% 11~1% 

1998 16.6% 12.7% 11.1 % 

'1999 
I 

16.6% 12.7% 11.1 % 

2000 16.6% 12.7% i 11:1% 
" 

Again, we recommend tIle third c.olumn as a hest first. guess. 

,, . 
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Summarizing our recommended P\Tf.1et.m:tolijlfOiltiJ\Ufe., (1+y): 

~. * • ..~ 

Post-tax Premium Adjustment Factors 

(multiply by net adjusted CBO HSA in each year to get premium) 


(real 1994 $) 


Year , 

1996 


1997 1.091 1.141 1.083 l.ll . 
-., .... 

1998 1.095 1.146 I.OSO 1.11 ... 
1999 1.098 1.151 1.076 1.11 

2000 and 
beyond 

base c.ase; no 
taxes, a:tQ t 

premium caps 

1.089 


1.102 


Sccnario 1 

IJerfectly 
inelastic 
demand 

1.136 


1.156 


Scenario 2 

perfectly 
inelastic 
SUllply . 

1.086 


-1.073 

_~._i ..__ 

Scenario 3 

equal and 
finite 
demand and 
SlIllply 
elasticities 

1.11 


1.11 


There nre still two' issues. 


Issue one: Whatpremiurn we arc subsidizing? 

- . , I, . t 

For firms, We are mandating the 80% of the actual but subsidizing up to the 
target/capped premium. TIlis meaJlS firms pay the post-tax premium but firm subsidies 
arc calculated on target premiums. 

For hOl1seholds~ \ve subslclize post-tax l)remium . 

. The ttbole" lhut t has to mnke up is the 11Ousehold subsidfes plus revenue effects. 

Issue two: What growth rates sllould be applied to tJlesc factors? 

It seems reasonable that the default premium growth rate is the mannged compctit.ion 
growth rate, bn....clinc minus 1%, or about 7% pcr capita. TIle year to year changes in 
our real 1994 adjustment factors should be tllought (If as marginal to this trcnd. 
Therefore, the factors that should be multiplied hy 1994 USA premiums are: 
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Net Premium Adjustment Factors 

(taking Into account managed competition trend, pre-trigger adju.r.;tmcn(s, and 
deflated back to 1994 $) 

Year ba')e C·8se: no 
taxes, no 
premiUnl caps 

Scenario 1 

per'fcctly 
inelastic 
demand 

Scenario 2 

perfectly 
inelastic 
supply 

Scenario 3 

equal nnd 
finite 
demand nnd 
SUPIJly 
elasticities 

1996 . ~ 1.152 
, t'. 1.201 1.149 1.174 

·1997 1.211 1.266 1.2.02 1.232 

1998 1.282 1.341 1.264 1.299 

1999 
. 

1.328 1.393 1.302 1.343 

2000 and 
heyond 

1.288 
...... 

1.351 1.252 1.297 

"". . -
These numbers, multiplied by CBO's lJSA premium, yield real 1994 ))remiums for this 
model. 
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........ 

D

o Attachment 2 
........ 
o 
a capped premium adjustJnents during transition to final trigger 
Z 

If) 

N 

N 
........ 


c:::r 
CI'\ 

If) 
........ 


Z 
::::J 
t"J 

Cl 
~ 

1996 1997 1998 1999 2000 

base premium adj. vS. 
HSA 

-8% .;8% -8% ·8% -8% 

% reduction in 
uninsured 

7.5% 15% 33% 49% 100% 

o/c reduction in 
uncompensated care 

15% 30% 48% 64% 100% 

adverse selection add-
on 

6% 7% 7% 6% 0 

uncompensated care 
add-on 

4% 3% 2.5% ' 2% 0 

S&L + Fed. DSH 
subtraction 

-5% ·4% 
-

-2% -10/0 0 

Academic Health 
Center' extra 1 % 

,". 

NET capped premium 
1 adjustment vs. HSA 

+1 +1 

'. 

+1 +1 +1 

-7%-2% ·1% +0.5% ' 0% 

... .. ... 
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DRAFT 
Trigger Model 6.1.94 

.. 


1996 
 1999 '1997 1998 2000 1996-2000 1996
2004 

", 

Subsidy cost: 
HSA 98, 12211 37 128 396 1082 
Trigger 72 74 11464 382 94858 

Assessment 
Rev.enues: 

" 

2 12 
Trigger 
HSA 1 2 2 1 8 

12 14 1513 14 68 1,28 
" 

Number '~ 

uninsured 
HSA 2333 0 0 

Trigger 


0 
34 31 25 20 0 

Subsidy cost of Trigger assumes: No benefit package expansion in 2001, 8% growth in subsidies after 2000, 25% of the 
" HSA level of outsourcing after 2000, no subsidies for state and local governments 

, , 

AssesSments: 2% of payroll on firms with 26-999 workers that don't offer health insurance, 1.5% for firms with 1000+ 
. workers that do offer, 3% for firms with 1000+ workers that don't offer. 

6/6/94: T1I C'P I ~ Il- 1 TJ 
lcader\triggcr.out 

7Y/'l PI t.!I\-e "f wo,...k-eR~ 
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PR.OJECT FOR. THE --- 

REPUBLICAN FUTURE 

• 

B~Dr /)1P:JIf:fl'OAS 

W'l11.J.A.)( b~ Crw1f,(AJ{ 

V'm.GIllIA. GD.I.tE:It 
~~S.loTCS 
TB::a.w L. ~ES 

June 7, '994 

MEMORANDUM TO: 

FROM': 

SUBJ.ECT: 

REPUBLICAN LEADERS 

WILLIAM KRISTOL . 
. . 

Reading the. President's Lips on Universal Coverage 

II/f you send mfj Jeglsratlon that doss not guarantee every AmerIcan private health, 
insuranoe that Clln never be tskBn away,. you will force me to taKe this pen {and} 
veto ths legls/sr/on." (PresIdent Clinton, January 25. 1994) 

IlWJe~re t;"rtltinly going to be prf3p(Jred to d/:;C;U5:1 fJny msttel', but ther(fl~8 been 
nothing forthcoming from the WhIte House. The Fresident Is the cause of the 
desdlock, and it isn't goIng to be broken Utltil he', prepafsd to BCt, ff (Senator 
George Mitchell, April 2, 1990, demandIng that Pr,sldent Bush abandon his "no 
new taxesl pledge) 

-
Congress stands In recels and Dan Rostenkowski stands indicted as a 17-count 
felon. But the scramble to create passable lagh;lation from what remains of the 
Clinton heslth care plan continues unabated. The June 2 Los Angeles Times 
reports that Republican and DemocratIc staff of the Senate Finance committee 
have been "working together," during the recess, to pres~'nt that committee wIth a' 
set of options when It. returns today. In other words, some Hill RepublicanR ars 
worki~9 overtime to pull Democratic chestnuts out ofths fire.' Will We ever lea.rn? 

Not If we believe that we can at this point forgEt a bipartisan health bill with the 

Democratic leadership that serves the national intet8st(and Republican principle}. 

The problem is this! the Democratic leadershIp still has no Intereat in a sound, 

sensible health care bill. Speaking before the New York State Democratic 


. Convention'ln Buffalo.1ast week, Senator Moynihan himserf brashly declared: nln' 

this Congress my mil-sloM is: eJear ... set the Prssipent hIs bill.". ' 


" 

There you have the openly and stubbornly expressed goal of the president and 
the Democratic leaderShip: hl$ bill. Of course, as Pat Moynihan knows better 
than anyone erse in 'Washlngton, the president has no chance of getting -his bHlll 
as orlgloally written. But backroom dealfngs C.9u1d still produce a bill dffferent 
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enough from the WhIte Houss package to be Yi~bre in the legislative precess, but 
sufficiently similar ("Clln1on-!lta·) to protect the .president'c fread my lips· predge 
on health care. And that bill would be 'a bad .one for the country. That's why' 
Republicans 8hould hold off on health care negotiations until Mr. Clinton eats his 
words. ' , 

Once agei.n: we are fora sound pfpartisan bill. And such a biIJ..viH re~uire negotr.
stions. But if we are to negotiate with Democrats over hearth. care reform, It must 
be 0." oUr terms, not theirs, The cu~rent atm,osph,ere of DemocratIc anxiety - sig. 
nailed most recently by Senator Dianne Fel nsteln removing her. name aA a eO a 

sponsor of the president's bill •• is an opportun~ty for Republicans finally to foree' 
a decisive change In the terms. of debate. George Mitchell, Jay RockefelJer, and 
others in Congress have so far demanded that federally enforced universal cover
age be the minimum requirement of an acceptable health care bill. And unIversal 
haaJth eare coverage. as defined by the presideri:t and his allies, cannot exist wIth
out a system of federal mandates on employers or individuals or both. Democrats 
are no longer In' any polItIcal positIon to make suc:h haughty demands. Why do 
we sUlI secord them any deference? And why s:hould Ropublicans bfj party to an 
effort to Itgetthe president his bill?"' We shouldn't. ' 

We thin.k Republicans. should conditIon their cooperation in p,assing health care· 
leglsration on explicit .Democratic abandonmen~ of a universal system based on 
mendato$ of any sort: immediate, phased in, triggered; or Hnked to soft or hard 
targets. JUst es George Mitchell forced President Bus;' to break his no new taxes 
pledge as a preconditi.on to budget negotiations in '990, President Clinton should 
now be forcad to bU9kle under and Sivo' up on faderally mandated universal 
health insurance coverage. Absent such a conCession by the president, We must 
convince the public that his obstinacy Is the re~d obstacle to health care reform, 
And we must continue' to advance true, targeted::heaIth care reform that has bipar
tfsan and pubHe suppo;rt. •. . .' .. 

This strategy can only work If Republicans resist current entreatles to 10)0 the 
Dem'oerat leaderahip in crafting a watered-down CllntonbiJI. But If Democrats 
continue to InsIst on un.iversal coverage achieved through CUnton-litG msan.Q, then 
we should take this battle to the country, make it B centerpiece of the fall cam
pBign~. and explain why no bill Is better than a bad one. 

The next few months provide us the chance not:'only to blOCK CHnton's laglslationl 
but to deliver an unquaHfh,d defeat of CHnton's principles generally; The bestway 
to seize health cara frpm the Democrats fs to fight for a bin that explicItly rejects 
the central tenets of~lintoniem: federal ma.ndates, polItically determined benefIt 
packages. price contr~ls. state-run Dalli"nces! 'and the like. The! reF:ult . will be a 
better health care bill and e triumph for our principles of limIted government and 
meelursd, targeted reform. 

'.' 
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SCHEDULE FOR HILLARY RODHAM CLINTON 
DATE: 
FINAL 

WEDNESDAY, JUNE 22, 1994 

schedulinq Desk: Julie Hopper 
202-456-7561 
202-456-2317 

1-800-528-7528 

work 
fax 
home 
WHCA#4096 

PREV RON The White House 

10:00 am-	 PVT MTG w/Maggie Williams and Patti Solis 
10:15 am 

10:15 am-	 PVT MTG w/Maggie Williams 
10:30 am 

10:30 am-	 PRIVATE MEETING 
11:00 	am Map Room 

CLOSED PRESS 

11:20 	am ARRIVAL OF Queen Noor 
South Portico 

11:25 am 	 PROCEED to Yellow Oval Room 

NOTE: The President and King Hussein will join HRC and Queen Noor 
at approx. 11:30 am 

11:30 am
12:30 	pm BRUNCH 

Yellow Oval Room 
CLOSED PRESS 

PARTICIPANTS: . 
- The President 
- HRC 
- King Hussein 
- Queen Noor 

Staff Contact: 	Tony Lake 

12:30 	pm The President and HRC bid farewell to King Hussein 
and Queen Noor 
SOUTH PORTICO 
OPEN PHOTO 

12:40 	pm DEPART The South Portico 
EN ROUTE Capitol Hill 
[Drive Time: 10 minutes] 
Travelling w/HRC: 

P6/b(6)
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- NeelLattimore or Karen Finney 
- Melanne Verveer 
.• WH Photographer 

12:50 	pm ARRIVE capitol Bldg 
OPEN PRESS ARRIVAL 

Greeters: Senate sergeant at Arms 

12:50 pm 	 PROCEED to [S-221] 

12:55 pm 	 PROCEED to S-211 

1:00 pm
2:00 	pm MESSAGE GROUP MEETING 

S-211, Capitol Bldg. 
HRC's Holding Room: Sec. of the Senates Office 
CLOSED PRESS 

PARTICIPANTS: Approx. 45-50 to attend 

FORMAT: 
- Sen. Tom Daschle gives opening remarks 

and intros HRC 
HRC gives remarks 
Open discussion 
Sen. Tom Daschle intros Gov. Lawton Chiles 
Gov. Lawton Chiles gives brief remarks 
Open discussion 

Hill Contact: Debra Silimeo 224-3986 
Staff Contact: Chris Jennings 456-5560 

2:05 	pm DEPART Capitol Hill 
OPEN PRESS DEPARTURE 
EN ROUTE The White House 

2:15 pm 	 ARRIVE The White House South Portico 

2:20 pm
2:25 	pm DROP BY 

Diplomatic Reception Room 
CLOSED PRESS 

NOTE: WH Photographer will be present. 

Staff Contact: Carolyn.Huber 
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2:30 pm
5:00 pm 

7:15 pm 

7:25 pm 

7:30 pm
7:45 pm 

7:50 pm
8:15 pm 

8:15 pm 

8:15 pm
9:15 pm 

JUNE 22, 1994 
' 

OFFICE/PHONE TIME 

DEPART The White House South Portico 

[wIThe President] 

EN ROUTE The Washington Hilton 

[Drive Time: 10 minutes] 


ARRIVE Washington Hilton 

MEET AND GREET w/Co-Chairs 

Cabinet Room 

CLOSED PRESS 


PARTICIPANTS: Approx. 20 to attend 

FORMAT: Mix and mingle 

Staff Contact: Joan Baggett 

MEET AND GREET w/Vice Chairs and Benefactors 
Jefferson Room 
CLOSED PRESS 

PARTICIPANTS: Approx. 120 to attend 

FORMAT: Receiving line 

Staff Contact: Joan Baggett 

The President and HRC proceed to the International 
Ballroom 

DNC GALA 

International Ballroom 

Attire: Business 

POOL PRESS 


PARTICIPANTS: Approx. 2,000 to attend 

FORMAT: 
- The President and HRC are announced into the 

room and proceed to tables 
Entertainment [Kenny Loggins] 
Terry McAuliffee intros Vernon Jordan 
Vernon Jordan gives remarks and intros 
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Chm. David Wilhelm 
- Chairman Wilhelm gives remarks 

and intros The President 
- The President gives remarks, works ropeline 

on departure [NOTE: The President will work one 
side and HRC will work the other] 

9:15 	pm DEPART Washington Hilton Hotel 
EN ROUTE Omni Shoreham 
[Drive Time: 5 minutes] 

9:20 pm 	 ARRIVE Omni Shoreham 

9:30 pm
10:00 	pm S)~OPHONE CLUB RECEPTION 

Omni Shoreham 
POOL PRESS 

PARTICIPANTS: Approx. 1200 to attend 

FORMAT: 
- Offstage announcement 
- Paula Poundstone intros Chm. Wilhelm 
- Chm. Wilhelm intros The President 
-The President gives remarks 
- Work ropeline on departure 

Staff Contact: 	Joan Baggett 

10:10 	pm DEPART The Omni Shoreham 
EN ROUTE The White House 
[Drive Time: 5 minutes] 

10:15 pm 	 ARRIVE The White House South Portico 

RON 	 The White House 


HAPPY BIRTHDAY!! To: Julia Sanders - Housekeeping 


WEATHER FORECAST FOR WASHINGTON, DC: 

-- Partly cloudy. Wind northwest at 5 to 10 knots, becoming 

south at 5 knots. Low 67 to 72. High 89 to 94. 
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Net Premium Adjustments 

Relative to No Assessment 


(Graph 2) 

--------~-----------------------------------------------,,1.101.10 

1.051.05 

~ * ---* *'1.00 I- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -I 1.00 
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June 22, 1994 

TO: Chris Jennings 

FROM: Marilyn Yager 

1). 	 Thank you for helping out today with a health care briefing 
for the 1994 Fellows at the U.S. Public Health Service. The 
audience will be 32 primary care practitioners and 
academicians '. They spend the summer at the Public Health 
Service learning about the development and implementation of 
primary care policy, programs, and legislation. 

From 10:00 am - 10:30 am Walter Zelman will provide a health 
care reform policy overview. In your timeframe, 10:30 am to 
11:00 am, please provide an overivew of politics of health 
care reform and the likely legislative timetable. Please 
allow for some questions. 

The briefing is in room 474, the Indian Treaty Room. 

2). 	 In addition, last week you and I discussed the problem the 
American College of Emergency Physicians are having with 
confusion with the Finance Committee over our original 
language on pre-admission review for emergency services. 
The Emergency Physicians lobbyist Stephanie Kennan was told 
by Moynihan staff that the Finance version would use the 
Clinton language requiring preauthorization for the 
provision of urgent and emergency services. I have attached 
a summary of our original language and the proposed ACEP 
recommendation. 

On two different occasions, Ira has told this group that we 
intended to change the language last Fall before completing 
the final version of HSA, and we just never got to it. 
However, he assured them that we would let Committee staffs 
know that did not think our original language made sense. 

You suggested last week that you could talk with Moynihan 
staff~ and possibly help to arrange a clarification meeting. 
Please advise. 

3). 	 Just a reminder -- you and I have a meeting tomorrow with 
the Hoffman-LaRoche CEO at 9:00 am in Room 476. 



American College of Elnergenl.Y Physicians 
WASHINQTON OI=FICE 
N.I ''''StrHt. N.W., SIIite 12!lO 

. 	W~ D.C. 20006 

(2OZ)na.oe10 "AX' (102) 728-0117 


.,' 

-ISSUE: PRE-AUTHORIZATION OF SRRVICES 

I 	 ". 

JIadcarouocl;:. 'nlc::Admlnlstrallon's "Health Security' Ad' would require pre

aud1orlZadon for the\provtslon of,urgent-and emergency services. (TItle V, Sl1btlde C, 

Sec:. 5Z01(C». This pro'Vision would require that the request for pre-authorization be 

accompanied by lnformation atMsting to the fact mat the patient bas all ell.':rg~ncy 

medical condition and that the health plan has 24 hours to ~ew the claim and notify 

th~ provider of approval.or di.lappI'UvOlJ.. ' " 


. 	 . 

ACEP PosldOD.: The College opposes this provision. The success of emergency medical 

treaJment depends upon the timely application of ne~f.!ssary emergen<:y care. A provbion 

requ1rlnS 24 hour pre"authorization for emergency care is not compatible witb the 

purpose of emersencY care. 


The College bcUevc::~ d1at In the instance of an emergency. no pre*authorizatlC?D shOuld 

be necessary. In the instance of other treatme~t a patient may requit'f! in the emergenc:y 

department, the College supportS a provision allowing pre-authofUation for treatmentand 

payment, but that the health ..,1::.n must respond within 30 mln\ltea of tbe n::4"'ezst. failure 

to respond within ~ minutes should be deemed authorization for both treatment and 


~ payment for service" pf01ridcd. 
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