
SUBTITLE B - AGGREGATE FEDERAL ALLIANCE PAYMENTS' 
(H.R. 3600 and S. 1757 p. 1296) 

S\!-btitle B describes payments by the Federal Government to alliances for the federal 
share of premiums for AFDC and SS! recipients and for business and family discounts. 

Section 9101. Federal Premium Payments For Cash Assistance Recipients. The 
Secretary of HHS must make payments each year to each regional alliance for the Federal 
share of premium payments and certain discounts for AFDC and SSI recipients. The 
~ayment is calculated in the same manner as a state's payment (described in section 9011), 
except that the Federal medical assistance 'percentage (deflned in section 1905(b) of the 
Social Security Act) is used instead of the state medical assistance percentage. 

Federal payments must be made on a periodic basis, reflecting the cash flow 
requirements of regional alliances. Each regional alliance must provide the Secretary with ' 
I

ormation necessary to make these payments. , 

Federal payme~ts are reconciled based on information provided by states, subject to 
a dit by the Secretary. 

Section 9102. Capped Federal Alliance Payments. 

, (a) CAPPED ENTITLEMENT: Beginning January 1, 1996, the Secretary must 
provide to each regional alliance payments for family and employer discounts ("capped 
~ederal alliance payment amount," as defmed in this section). The total amount of these 
payments is a capped entitlement. 

I (b) CAPPED FEDERAL ALLIANCE PAYMENT AMOUNT:, The capped Federal 
a~liance payment amount is determined on a quarterly basis, and is equal to the payment 
obligations of the alliance minus amounts receivable by the alliance subject to the cap as set 
fdrth in subsection (e). Payment obligations include payments to plans, payments for cost 
sharing reductions, and alliance administrative expenses. Amounts receivable by the alliance 
irlclude premiums owed by families and employers (not taking into account amounts that are 
o~ed but not paid) and amounts payable by Federal and state Governments for maintenance 

I0; effort and for per capita premium amounts for AFDC and SSI recipients. 

I . ~he Federal Government is not responsible for amounts owed to an alliance but not 
collected, for administrative errors in providing discounts that exceed maximum permissible 
error rates (specified in section 1361(b)(1)(C», or for misappropriations or other regional 

I 

alliance expenditures that the Secretary fmds are attributable to malfeasance or misfeasance 
by the regional alliance or the state. 

For a single-payer state, the Secretary must pay an amount equal to what regional 
1al iances in the state would have received under this section if the state were not a single-

I ' 
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payer state. 

'(c) DETERMINATION OF CAPPED FEDERAL ALLIANCE PAYMENT 
AMOUNTS: Before the beginning of each year, the Secretary must estimate the capped 

I 
l1ederal alliance payment amount for each regional alliance. The Secretary must report to 
Congress an estimate of the total capped Federal alliance pay~ent amounts owed for all 

aI'liance:s. 

(d) PAYMENTS TO REGIONAL ALLIANCES: The capped Federal alliance 
p yment amount must be made on a periodic basis, reflecting the cash flow requirements of 
rJgional alliances. Each regional alliance must provide the Secretary with information 

I
necessary to make these payments. . 

I (e) CAP ON PAYMENTS: The total amount of the capped Federal alliance 
p~yments for a fiscal year may not exceed the caps specified in this section. 

For fiscal years 1996 through 2000, the caps are as follows: 

(1) $10.3 billion for fiscal year 1996. 

(2) $28.3 billion for fiscal year 1997. 

(3) $75.6 billion for fiscal year 1998. 

(4) $78.9 billion for fiscal year 1999. 
; 

(5) $81.0 billion for fiscal year 2000. 


If the CPI is projected to be significantly different from what was projected by the 

C I uncil of Economic Advisors to the President as of October 1993, the Secretary may adjust 
th~ caps so as to reflect the different inflation assumption. 

I For subsequent fIscal years, the cap from the previous year is updated by a fonnula 
~t:c~.ased on increases in the CPI, U.S. population, and real per capita Gross Domestic 

If total capped Federal alliance payment amounts are less than the cap for a fiscal 
year, the surplus is accumulated and made available for future years. 

If the Secretary anticipates that the amount of the cap, plus any a.:rnount carried 
fOliWard from a previous year, will not be sufficient for a fiscal year, the Secretary must 
nOfify the President, the Congress, and each regional alliance of the anticipated shortfall and 
wlien the shortfall will first occur. 

Tit e IX ' 296 



Within 30 days of receiving notice from the Secretary, the President must submit to 
Congress a report containing specific legislative recommendations for actions which would 
eliminate the shortfall. 


The President's report is considered under an expedited process. If a joint resolution 

is introduced that contains the President's recommendations, that resolution is considered in a 
rrlanner described in the Defense Base Closure and Realignment Act of 1990. 
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, SUBTITLE C - BORROWING AUTHORITY TO COVER CASH-FLOW 
SHORTFALLS 

(H.R. 3600 and S. 1757 p. 1308) 

Section 9201. Borrowing Authority To Cover Cash-Flow Shortfalls. (a) Authorizes 
qe Secretary to make loans available to regional alliances in order to cover temporary 
cash-flow shortfalls attributable to: 

(1) estimation discrepancies, 
(2) administrative errors, 
(3) the relative timing during the year in which amounts are received and payments 
are required to be made. 

(b) Requires that loans made to regional alliances under this section be under terms 
a d conditions specified by the Secretary, in consultation with the Secretary of the Treasury, 
that take into account Treasury cash management rules. Loans under this section are 
r~ayable over a period of no more than 2 years. Alliances pay interest on the loans at a 
r~te of interest determined by the Secretary of the Treasury. The Secretary takes into 
c9nsideration the current average rate on outstanding marketable obligations of the United 
states in determining the interest rate. 

As a condition of receiving a loan under this section, a regional alliance must agree to 
make appropriate adjustments (as described in subsection (0) to future premiums or 
cdllections to assure the repayment of the amount so borrowed. 

(c) Sets forth the manner for repayment of loans under this section. Loans to regional 
aUiances for shortfalls that result from estimation discrepancies of timing or receipts are 
repaid through a reduction in the payment amounts made to regional alliances under section 
91'p2. Loans for shortfalls that result from administrative error are repaid through a 
terp.porary increase ,in the amount of the state maintenance-of-effort payment required under 
serion 9001. 

I (d) Requires the Secretary to make annual reports to Congress on the loans made (and 
loan amounts repaid) under this section. , 

1
. (e) More precisely describes the purposes for which loans are available under this 

setIon. ' 

The estimation discrepancies referred to in this section are discrepancies in estimating 
th following: 

(1) the average premium payments per family under section 6122(b). 
(2) the AFDC and SSI proportions under section 6202. 
(3) the distribution of enrolled families in different risk categories for purposes of 
under section 1343(b)(2). 
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(4) the distribution of enrollment in excess premium plans. 
(5) the collection shortfalls (used in computing the family collection shortfall add-on 
under section 6107). 

The administrative errors referred to in this section include the following: 

(1) an eligibility error rate for premium discounts and liability reductions that exceeds 
the maximum permissible error rate established for the alliance. 
(2) misappropriations or other regional alliance expenditures that are determined to be 
attributable to malfeasance or misfeasance by the regional alliance or the state. 

(f) Describes the estimation adjustment provisions that an alliance must agree to 
follow.as a condition of receiving a loan under this section: 

(1) adjustments for average premium payments per family under section 6122(b)(4). 
(2) adjustments in the AFDC and SSI proportions under section 6202(d). 
(3) adjustments pursuant to methodology described in section 1541(b)(8). 
(4) adjustments in excess premium credit pursuant to section 6105(b)(2). 
(5) adjustment in the collection shortfall add-on under section 6017(b)(2)(C». 

(g) Authorizes the Secretary of the Treasury to advance to the Secretary amounts 
su icient to cover the loans made under this section. The amount of advances outstanding at 
any time may not exceed $3,500,000,000. 
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TITLE X - COORDINATION OF MEDICAL PORTION 

OF WORKERS COMPENSATION AND AUTOMOBILE INSURANCE 


SUBTITLE A - WORKERS COMPENSATION INSURANCE 

(H.R. 3600 and S. 1757 p. 1314) 

Section 10000. Dermitions. 
The term "injured worker" is defmed to mean an individual enrolled under a health 

plan who has a work-related injury or illness for which workers compensation medical 
benefits are available under state law. 

The term "specialized workers compensation provider" is defmed to mean a health 
care provider that specializes in the provision of treatment relating to work-related injuries or 
illness (including specialists in industrial medicine, specialists in occupational therapy and 
centers of excellence in industrial medicine and occupational therapy). 

The term "workers compensation medical benefits" is defmed to mean the 
comprehensive medical benefits for work-related injuries and illnesses provided for under the 
workers compensation laws of a state to an injured worker. 

The term "workers compensation carrier" is defmed to mean an insurance company 
that underwrites workers compensation medical benefits, including an employer or fund that 
is fmancially at risk for the provision of workers compensation medical benefits. 

The term "workers compensation services" is defmed to mean items and services 
included in workers compensation medical benefits and includes items and services (including 
rehabilitation services and long-term care services) commonly used for treatment of 
work-related injuries and illnesses. 

PART 1 - HEALTH PLAN REQUIREMENTS RELATING TO 
. WORKERS COMPENSATION 

Section 10001. Provision Of Workers Compensation Services. (a) Requires each 
health plan that provides services to enrollees through participating providers to enter into 
contracts and arrangements to provide or arrange for the provision of workers compensation 
services to such enrollees. Payments for workers compensation services are made by workers 
compensation carriers under section 10002. 

Services may be provided or arranged by the health plan through: 
(1) A participating provider in the plan; 
(2) Another provider with whom the plan has entered into an agreement for the 
provision of such services, or 
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(3) A specialized workers compensation provider (designated by the state under 
10011). 

Individuals who are entitled to workers compensation medical benefits generally must 
receive workers compensation services through the health plan in which they are enrolled. 
This requirement applies without regard to whether the health plan uses participating . 
providers to provide health benefits to its enrollees. This requirement does not apply in the 
case of an injured worker who needs emergency services or to certain electing veterans, 
active duty military personnel, and Indians as described in section 1004(b). 

(b) Permits an injured worker and a workers compensation carrier to agree to the 
provision of -workers compensation services in a manner other than by or through the health 
plan in which the worker is enrolled. 

(c) Requires each health plan to employ or contract one or more individuals with 
experience in the treatment of occupational illness and injury to provide case management 
services to injured workers enrolled in the plan. The case manager is responsible for 
ensuring that: 

(1) there is a plan of treatment (when appropriate) for each enrollee who is an injured 
worker designed to assure appropriate treatment and facilitate return to work; 
(2) the plan of treatment is coordinated with the workers compensation carrier and the 
employer; 
(3) the health plan (and its providers) comply with legal duties and requirements 
under state law; and 
(4) the injured worker is referred to appropriate providers (when necessary). 

Section 10002. Payment By Workers Compensation Carrier. (a) Provides that 
payment for workerS compensation services by workers compensation carriers generally will 
be made in accordance with the applicable regional alliance fee schedule established under 
section 1322(c) or the state fee schedule established under section 10013. 

(b) Permits an alliance or state to establish an alternative payment methodology (such 
as payment on a negotiated fee for each case) for payment for workers compensation 
services. Workers compensation carriers and health plans also are permitted to negotiate 
alternative payment arrangements. 

(c) Provides that this subpart may not be construed to require an injured worker to 
make any payment (including payment of any cost sharing or any amount in excess of the 
applicable fee schedule) to any health plan or health care provider for the receipt of workers 
compensation services. 
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PART 2 - REQUIREMENTS OF PARTICIPATING STATES 


Section 10011. Coordination Of Specialized Workers Compensation Providers. (a) 
Requires each participating state to coordinate access to specialized workers compensation 
providers on behalf of health plans providing coverage to individuals residing in the state. 

(b) Authorizes states to designate specialized workers compensation providers to 
provide workers compensation services with respect to one or more types of injuries or 
illnesses for a geographic area that are: 

(1) not included in the comprehensive benefit package; or 
(2) specialized services that are typically provided (as detennined by the state) by 
specialists in occupational or rehabilitative medicine. 

Injured workers and health plans are authorized to use providers designated under this 
subsection. 

Section 10012. Preemption Of State Laws Restricting Delivery of Workers 
Compensation Medical Benefits. (a) Provides that no state law will have any effect that 
restricts the choice, or payment, of providers that may provide workers compensation 
services ,for individuals enrolled in a health plan. 

(b) Preserves the authority of state law to provide for a method for resolving disputes 
among parties related to: 

(1) an individual's entitlement to workers compensation 'medical benefits under state 
law; 
(2) the necessity and appropriateness of workers compensation services provided to an 
injured worker; and 
(3) the reasonableness of charges or fees charged for workers compensation services 
(subject to the requirements of this subpart related to the use of alliance and state fee 
schedules) . 

Section 10013. Development Of Supplemental Schedule. 
Each participating state is required to develop a fee schedule for workers 

compensation services for which a fee is not included in the applicable regional alliance fee 
schedule. 

Section 10014. Construction. (a) Provides that this subtitle should not be construed 
as altering: 

(1) the effect of a state workers compensation law as the exclusive remedy for 
work-related injuries or illnesses; 
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(2) the determination of whether or not a person is an injured worker and entitled to 
workers compensation medical benefits under state law; 
(3) the scope of items and services available to injured workers entitled to workers 
compensation medical benefits under state law; or 
(4) the eligibility of any individual or class of individuals for workers compensation 
medical benefits under state law. 

(b) Provides that this subtitle does not prevent a state from integrating or otherwise 
coordinating the payment for workers compensation medical benefitS with payment for 
benefits under health insurance or health benefit plans before the date the Commission 
submits its report on integration of' health benefits under section 10201(e). 

PART 3 - APPLICATION OF INFORMATION REQUIREMENTS; 
) REPORT ON PREMIUM REPUCTIONS 

Section 10021. Application or Information Requirements. (a) Provides that the 
provisions of the Act relating to the use of standard forms and participation in the quality 
management program apply to the proviSion of workers compensatien services. 

(b) Requires the Secretary of Labor to· promulgate rules to clarify the responsibilities 
of health plans and workers compensation carriers in carrying out the provisions referred to 
in subsection (a). 

Section 10022. Report On Reduction In Workers Comp~sation Premiums. 
(a) Provides for the Secretary of Labor to conduct a study of the impact of the 

provisions of this subtitle on the pmni~ rateS charged to employers for workers 
compensation insurance. The report must be submitted to the Congress not later than 2 years 
after the date that this subtitle applies in all stateS. 

(b) Requires each workers compensation carrier (other than a self-funded employer) to 
malce a filing with each state in which it provides coverage describing how the carrier has 
modified (or intends to modify) its premium rates for workers compensation insurance to 
reflect the changes brought about bytbeproviSions in this sUbtitle. Therepon must be made 
. within six months after the date the provisions of this subtitle are in effect in a ~tate and must 
include such actuarial projections and assumptions as necessary to support the modifications 
of such rates. 

Each participating state is required to provide to ~ Secretary of Labor such 

information on filings made under. this subsection. 


PAR,{ 4 '" DEMONSTRATION PROJECTS 
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Section 10031. Authorization. 
This section authorizes the Secretary of Health and Human Services and the Secretary 

of Labor to conduct demonstration projects under this part in one or more states with respect 
to treatment of work-related injuries and illnesses. 

Section 10032. Development Of Work-Related Protocols. (a) Authorizes the 
Secretary of Health and Human Services and the Secretary of Labor, in consultation with 
states and others, to develop protocols for the appropriate treatment of work-related 
conditions . 

(b) authorizes the Secretaries to enter into contracts with one or more health alliances 
to test the validity of the protocol. 

Section 10033. Development Of Capitation Payment Models. 
This section authorizes the Secretary of Health and Human Services and the Secretary 

of Labor to develop (using protocols developed under the previous section) methods of 
providing for payment by workers compensation carriers to health plans on a per case, per 
capita payment for the treatment of specified work-related injuries and illnesses. 
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SUBTITLE B - AUTOMOBILE INSURANCE 
(B.R. 3600 and S. 1757 p. 1326) . 

Section 10100. Definitions. 
The term "injured worker" is defmed to mean an individual enrolled under a health 

plan who has an injury or illness sustained in an automobile accident for which automobile 
insurance medical benefits are available. 

The term automobile insurance medical benefits is defmed to mean the comprehensive 
medical benefits for injuries or illnesses sustained in automobile accidents. 

The term "automobile insurance carrier" means an insurance company that 
underwrites automobile insurance medical benefits and includes an employer or fund that is 
financially at risk for the provision of automobile insurance medical benefits. 

The term "automobile insurance medical services" means items and services included 
in automobile insurance medical benefits and includes items and services (such as 
rehabilitation services and long-tenn care services) commonly used for treatment of injuries 
and illnesses sustained in automobile accidents. 

PART 1- HEALTH PLAN REQUIREMENTS RELATING TO 

AUTOMOBILE INSURANCE 


Section 10101. Provision Of Automobile Insurance Medical Benefits Through 
Health Plans. (a) Provides that an individual entitled to automobile insurance medical 
benefits and enrolled in a health plan will receive automobile insurance medical services 
through the provision (or arrangement for the provision) of such services by the health plan. 

(b) Requires health plans to make necessary referrals for automobile insurance 
medical services as may be necessary to assure appropriate treatment of injured individuals. 

(c) Provides that the requirements of this section do not apply to certain electing 
veterans, active duty military personnel, and indians as described in section l004(b). 

(d) Permits an injured individual and an automobile insurance carrier to agree to the 
provision of automobile insurance medical services in a manner other than by or through the 
health plan in which the worker is enrolled. 

Section 10102. Payment By Automobile Insurance Carrier. (a) Provides that 
payment for automobile insurance medical services by automobile insurance carriers 
generally will be made in accordance with the applicable regional alliance fee schedule 
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established under section 1322(c) or the state fee schedule established under section 10111. 

(b) Permits an alliance or state to establish an alternative payment methodology (such 
as paymentona negotiated fee for each case) for payment for automobile insurance medical 
services. Automobile imurance caniers and health plans also are permitted to negotiate 
alternative payment arrangements. 

\ 

(c) Provides that this subpart may not be construed to require an injured individual to 
'make any 'payment (including payment of any cost sharing or any amount in excess of the 
~)y)p1icablefee schedule) to any health plan or health care provider for the receipt of 
"8.utomobileinsurance medical serVices. 

PART 2 - REQUIREMENT OF PARTICIPATING STATES 

Section lOIII.Development Of Supplemental Schedule. 
'Eichparucipating state is required to develop a fee schedule for automobile medical 

services for which a feei! notinclo.dedin the applicable regional alliance fee schedule. 

'Section 10112. Construction. (a) Provides that the subtitle should not be construed 
.:as altering: 

(1) the determination of whether or not a person is an injured individual and entitled 
to automobile insurance medical benefits unde~ state law. or 
(2) the scope of items and services available to injured individuals entitled to 
automobile insurance medical benefits under state law. 

\ 

PART 3 .. APPLICATION OF INFORMATION REQUIRE:MENTS. 

Section 10121. Application or Inrormation Requirements. (a) Provides that 
:provisions of the Act relating to use of standard fonns and to the provision of data on quality 
,J)f care will apply to the provision of automobile insurance medical services in the same 
:manner as such provisions apply with respect to the provision of services included in the 
'COmprehensive benefit package. 

(b) Requires the Secretary of Labor to promulgate rules to clarify the responsibilities 
,pf h,ea1th plans and automobile insurance carriers in carrying out the,provisions referred to in 
,subsection (a). 
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SUBTITLE C - COMMISSION ON INTEGRATION OF HEALTH BENEFITS 
(H.R. 3600 and S. 1757 p. 1331) 

Section 10201. Commission. 
This section establishes the Commission on Integration of Health Benefits. 

The Commission will consist of 15 members appointed jointly by the Secretaries of 
Health and Human Services and the Secretary of Labor. Members of the Commission will 
serve without compensation. The Secretaries provide that each member shall receive travel 
expenses, including per diem in lieu of subsistence, in accordance with sections 5702 and 
5703 of title 5, United States Code. 

The Commission is directed to study the feasibility and appropriateness of transferring 
fmancial responsibility for all medical benefits (including those currently covered under 
workers compensation and automobile insurance) to health plans. Staff support for the 
Commission is provided by the Secretaries. 

The Commission must submit a report to the President by not later than July 1, 1995. 
If the Commission recommends the integration of fmancial responsibility for all medical 
benefits in health plans, the report must contain a detailed plan as to how (and when) such an 
integration should be effected under this Act. 

The Commission shall terminate 90 days after the date of submission of its report. 
Appropriation of the amounts necessary to carry out this section are authorized under the 
section. 

SUBTITLE D - FEDERAL EMPLOYEES' COMPENSATION ACT 
(H.R. 3600 and S. 1757 p. 1333) 

Section 10301. Application Of Policy. 
This section makes technical changes to the Federal Employees' Compensation Act 

(ChapterSl of title 5, United States Code) to conform it to the changes made to state 
workers compensation systems under subtitle A. 

SUBTITLE E - DAVIS-BACON ACT AND SERVICE CONTRACT ACT 
(H.R. 3600 and S. 1757 p. 1333) 

Section 10401. Coverage Of Benefits Under Health Security Act. 

This section make technical changes to the Section 1(b)(2) of the Davis Bacon Act (40 
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U.S.C. 276a(b)(2)) and to the second sentence of section 2(a)(2) of the 'Service Contract Act 
of 1965 (41 U.S.C. 351(a)(2)). The amendments insert after "local law" the following: 
"(other than benefits provided pursuant to the Health Security Act)". 

SUBTITLE F - EFFECTIVE DATES 
(H.R. 3600 and S. 1757 p. 1334) 

Section 10501. Regional Alliances. 
The section provides that the provisions of subtitles A and B of this title will apply to 

regional alliances and regional alliance health plans in a state 2 years after the state's last 
year (as defined in section 1902(17)). 

Section 10502. Corporate Alliances. 
The section provides that the provisions of subtitles A and B of this title will apply to 

corporate alliances and corporate alliance health plans on January 1, 1998. 

Section 10503. Federal Requirements. 
The section provides that the provisions of subtitle D of this title will take effect on 

January'l, 1998. ' 
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TITLE XI - TRANSITIONAL INSURANCE REFORM 
(H.R. 3600 and S. 1757 p. 1335) 

Section 11001. Imposition Of Requirements. (a) Provides that the purpose of the 
title is to assure, to the extent possible, the maintenance of current health care coverage and 
benefits during the period between the enactment of the Health Security Act and the dates its 
provisions are implemented in the various states. 

~) Provides that the Secretary of Health and Human Services will enforce the 
requirements of the title with respect to health insurance plans and that the Secretary of 
Labor will enforce the requirements with respect to self-funded health plans. Each Secretary 
is required to promulgate regulations to carry out the requirements under this title. 
Regulations for carrying out section 11004 must be promulgated within 90 days after the date 
of the enactment of the Act. 

The Secretaries are authorized to enter into arrangements with a state to enforce the 
requirements of this title with respect to health insurance plans and self-insured plans 
providing coverage in the state. 

(c) Provides that the requirements of the title do not preempt any state law unless 
state law: directly conflicts with such requirements. State laws that provide additional 
protection to consumers will not be considered to directly conflict with the requirements of 
the title. Each Secretary may issue letter determinations with respect to whether this Act 
preempts a provision of state law. 

(d) Provides that regulations issued to carry out this title may be issued as interim 
final regulations. The Secretary is authorized to consult with states and the National 
Association of Insurance Commissioners. in issuing regulations and guidelines under this title. 

(e) Provides that this title will be construed, to the greatest extent practicable, to 
assure the continuity of health benefits provided under health benefit plans in effect on the 
effective date of this Act. 

(f) Authorizes the Secretary to issue regulations relating to the application of this title 
when health insurance plans are transferred from one insurer to another insurer through 
assumption, acquisition, or otherwise. 

Section 11002. Enforcement. (a) Provides that a health insurer or health benefit plan 
sponsor that violates a requirement of this title is subject to civil money penalties of not more 
than $25,000 for each such violation. 

(b) Authorizes the appropriate Secretary to bring a civil action to enjoin any act or 
practice which violates any provision of this title or to obtain other appropriate equitable 
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relief to redress violations or enforce any provision of this title. 

Section 11003. Requirements Relating To Preserving Current Coverage. 
(a) Generally prohibits health insurers from terminating (or failing to renew) coverage 

under a .group or individual health insurance plan except in the cases of: 

(1) nonpayment of required premiums; 
(2) fraud; or 
(C) misrepresentation of a material fact relating to an application for coverage or 
claim for benefits. 

The provisions of this subsection take effect on the date of enactment and apply to 
coverage on or after such date. 

(b) Requires health insurers that provide group health insurance plans. to provide 
coverage to new full-time employees (and their eligible dependents) of any employer covered 
under the plan. Premium rates for new employees must be consistent with the provisions of 
section l1004(b} and any exclusions imposed for preexisting conditions must meet the 
requirements of section 11005. 

Section 11004. Restrictions On Premium Increases During Transition. 
This section establishes requirements relating to premium increases by health insurers 

during the transition period. 

(a) Requires health insurers to divide their health insurance business into three sectors 
for the purpose of calculating rate increases: a large group sector (which applies to groups 
with 100 or more covered lives); a small group sector (which applies to groups with fewer 
than 100· covered lives) and an individual sector. 

(b) Establishes requirements for changes in premiums relating to changes in individual 
or group characteristics. The subsection applies to changes in premiums for: 

(I) changes in the number of individuals covered under a plan; 
(2) changes in the demographic or group characteristics (including age, 

gender, family composition or geographic area but not including health status, claims 
experience or duration of coverage under the plan) of individuals covered under a 
plan; 

(3) changes in the level of benefits under the plan; and 
(4) changes in any material terms and conditions of the health insurance plan 

(not related to health status). 

Health insurers that increase premiums are required to calculate a reference rate for 
each such sector. The reference rate for a sector is calculated so that when applied to the rate 
factors (specified in the subsection) it would approximate the average premium rates charged 
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individuals and groups in the sector as of the effective date of this title. 

Health insurers that increase premiums are also required to develop a single set of 
rate factors for each sector. The rate factors are used to calculate changes in premium that 
relate to changes in group or individual characteristics, changes in benefits or material 
changes in the terms of the plan. 

Rate factors developed by insurers must.relate to reasonable and objective differences 
in demographic characteristics, in the design and in levels of coverage, and in other terms 
and conditions of a contract and may not relate to expected health status, claims experience, 
or duration of coverage of the one or more groups or individuals. 

Changes in premiums are calculated using the rate factors developed pursuant this 
section. 

For changes in premium rates that relate to a change in the number of people covered 
under a health insurance plan, the premium change is calculated by applying the reference 
rate (for the sector) to the rate factors applicable to the people who joined or left the plan. 

For changes in premium rates that relate to changes in group or individual 
characteristics, changes in benefits or material changes in the terms of the plan, the premium 
changes are calculated by applying the rate factors developed pursuant to this subsection 
applied to the current premium charged for the.health insurance plan. 

In applying rate factors under this subsection, resulting changes in premium may not 
reflect any change in the health status, claims experience or duration of coverage with 
respect to any employer or individual covered under the plan. 

The provisions of this subsection apply only: 

(1) to changes in premiums occurring on or after the date of the enactment of 
this Act to groups and individuals covered as of that date, or 

(2) for groups and individuals covered after the date of enactment, to changes 
in premiums after the date coverage begins. 

This subsection does not require the application of rate factors related to individual or 
group characteristics with respect to community-rated plans. 

(c) Establishes limitations on changes in premiums related to increases in health care 
costs and utilization. 

In general, health insurers that increase premiums because of increases in costs or 
utilization must apply the same percentage increase to all plans in all sectors. Health 
insurers may vary the percentage increase among plans in the large group sector, based on 
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the credible claims experience of particular employers, as long as the weighted average of 
increases for all such plans in the sector is equal to the percentage increase in other sectors. 

Premium increases under this subsection may be applied on a national level or may 
vary based on geographic area. Area variations may be applied only if the areas are 
sufficiently large to provide credible data on which to calculate the variation and the variation 
is due to reasonable factors related to the objective differences among the areas in costs and 
utilization of health services. 

The Secretary is authorized to grant exceptions to the limitations on rate increases 
contained in this subsection to accommodate state insurance reform efforts if necessary to 
permit a state to narrow the variations in premiums among health insurance plans offered by 
health insurers to similarly situated groups or individuals within a sector. 

I 

The limitations on rate increases contained in this subsection do not apply to premium 
rates that are subject to prior approval by a state insurance commissioner (or similar official) 
and are in fact approved by such official. 

The Secretary is authorized to specify other exceptions through regulations that the 
Secretary determines are required to enhance stability of the health insurance market and 
continued availability of coverage. 

Premium increases must be applied in a consistent, even manner so that any variations 
in the rate of increase applied in consecutive months are even and continuous during the 
year. 

A health insurer may petition for an exception from the application of the provisions 
of this subsection. The Secretary may approve grant an exception if the health insurer 
demonstrates that the application of this subsection would threaten the fmancial viability of 
the insurer and the health insurer offers an alternative method for increasing premiums that is 
not substantially discriminatory to any sector or to any group or individual covered by a 
health insurance plan offered by the insurer. 

(d) Requires health insurers to obtain prior approval for proposed premium increases 
for the individual and small group sector if the proposed premium increase exceeds a 
percentage specified by the Secretary. 

In specifying a percentage under this subsection, the Secretary must consider the rate 
of increase in health care costs and utilization, previous trends in health insurance premiums, 
and the conditions in the health insurance market. The Secretary must specify a percentage 
within 30 days after the date of the enactment of the Act. 

(e) Requires that premiums for each health plan be conformed in a manner that 
complies with the provisions of this section within one year after the date of enactment of the 
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Act. 

Health insurers are required to document the methodology used in applying limitations 
to premium increases under subsections (b) and (c). The documentation must be sufficient to 
permit the auditing of the application of the methodology used to determine consistency with 
the requirements of the section. 

Health insurers must file a certification with the Secretary every six months certifying 
compliance with the requirements of the section. 

(f) Requires the Secretary to establish regulations to carry out this section. The 
regulations may specify the permissible variation that results from the use of demographic or 
other characteristics in the development of rate factors. The guidelines may be based on the 
guidelines currently used by states in applying rate limitations under state insurance 
regulations. 

(g) Provides that the section will apply to premium increases occurring during the 
period beginning on the date of the enactment of the Act and ending on the date a state 
impleme~ts universal coverage through alliances under the provisions of the Act. 

Section 11005. Requirements Relating To Portability. (a) Limlts the period of 
exclusion that a group health benefit plan may apply with respect to services related to 
treatment of a preexisting condition to a period of not more than 6 months. An exclusion of 
coverage for treatment of a preexisting condition may not apply to services furnished to 
newborns or in the case of a plan that did not apply such exclusions as of the effective date 
of this title. 

A group health benefit plan must reduce any period of exclusion applied with respect 
to treatment of a preexisting condition for individuals that were previously covered by health 
insurance. The amount of reduction is one month for each month of previous coverage. The 
previous coverage must have been continuous (with no more than three consecutive months 
without coverage). 

(b) Provides that self-insured plans and employers sponsoring group health insurance 
plans may not discriminate among employees in the establishment of waiting periods for 
health insurance on the basis of health status or related factors. 

Section 11006. Requirements Limiting Reduction Of Benefits. 
The section prohibits a sponsor of a self-insured benefit plan from modifying benefits 

under the plan in a manner that reduces or limits coverage with respect to any medical 
condition or course qf treatment for which the anticipated cost is likely to exceed $5,000 in 
any 12-month period. 

A modification of benefits includes the termination of a plan if the sponsor establishes 
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a substitute plan that reflects such a reduction or limitation. 

A modification made in violation of this section is not effective and the self-insured 
sponsor must continue to provide benefits as though the modification (described in subsection 
(b)) had not occurred. 

Section 11007. National Transitional Health Insurance Risk Pool. 
(a) Authorizes the Secretary to establish a National Transitional Health Insurance Risk 

Pool ("national risk pool") during the transition. 

(b) Authorizes the Secretary to administer the national risk pool through contracts 
with state health insurance risk pools, private health insurers, or other contractors as the 
Secretary deems appropriate. 

The Secretary is authorized to enter into such arrangements with existing state health 
insurance risk pools to coordinate the coverage under such pools with the coverage under the 
national risk pool. 

(c) Provides that coverage under the national risk pool may be provided to individuals 
who are unable to secure health insurance coverage from private health insurers because of 
their health status or condition (as determined in accordance with rules and procedures 
specified by the Secretary). 

(d) Provides that the benefits and terms I of coverage provided through the national risk 
pool will include items and services, conditions of coverage, and cost sharing (subject to 
out-of-pocket limits on cost sharing) comparable to the benefits and terms of coverage 
available in state health insurance risk pools. 

Payments to providers by the national risk pool for covered items and services will be 
made at rates specified by the Secretary based on payment rates for comparable items and 
services under the Medicare program. Providers who accept payment from the national risk 
pool must accept the payment as payment in full. 

(e) Provides for premiums for coverage in the national risk pool to be set in a manner 
specified by the Secretary. Premiums vary based upon age, place of residence, and other 
traditional underwriting factors other than on the basis of health status or claims. experience. 
Premiums charged individuals must be set at a level that is no less than 150 percent of the 
premiums that the Secretary estimates would be charged to a population of average risk for 
the covered benefits. 

(f) Requires the Secretary to estimate each year the extent to which the total 
premiums collected by the national risk pool are insufficient to ~o:yer the expenses of the 
national risk pool with respect to the year. The Secretary of the Treasury is authorized to 
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advance to the Secretary amounts sufficient to cover the amount estimated . 

. The Secretary must repay such amounts, with interest at a rate specified by the 
Secretary of the Treasury, from the assessments made on health benefit plan sponsors. 
Assessments on health benefit plans in a year may not exceed 112 of 1 percent of the total 
amount of premiums (and premium equivalents in the case of self-insured plans) for health 
benefits under the plan for the previous year. 

Section 11008. Definitions. 
The term "applicable Secretary" means the Secretary of Health and Human Services 

with respect to health insurance plans and' insurers and the Secretary of Labor with respect to 
self-insured plans and self-insured plan sponsors. 

,The term "covered employee" means an employee (or dependent of such an 

employee) covered under a group health benefits plan. 


,The term "covered individual" means an individual insured, enrolled, eligible for 

benefits, or otherwise covered under a health benefit plan. 


The term "group health benefits plan" means a group health insurance plan and a 

self-insured plan. 


The term "group health insurance plan" means a health insurance plan offered 
primarily to employers for the purpose of providing health insurance to the employees (and 
dependents) of the employer. The term includes arrangements offered through associations 
and trusts, and includes a multi-employer welfare arrangement (as defmed in sec;:tion 3(40) of 
the Employee Retirement Income Security Act of 1974), whether funded through insurance 
or otherwise. 

The term "health benefits plan" means health insurance plan and a self-insured health 
. benefit plan. 

The term "health benefit plan sponsor" means the insurer offering a health insurance 
plan or the self-insured sponsor for a self-inSured plan. 

The term "health insurance plan" means any contract of health insurance, including 
any hospital or medical service policy or .certificate, any major medical P9licy or certificate, 
any hospital or medical service plan contract, or health maintenance organization subscriber 
contract offered by an insurer. The term does not include any of the following: 

(1) coverage only for accident, dfmtal, 'vision, disability income, or long-term 
care insurance; 

(2) Medicare supplemental health insurance; 
(3) coverage issued as a supplement to liability insurance; 
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(4) worker's compensation or similar insurance; or 
(5) l:!-~tomobilerhedical-payment insurance. 

, .. 
The tennalso does ~ot include any aggregate or specific ~top-Ioss insurance or similar 
coverage app!jcable to a self.,msured phm. The S~c~~wY is authorized to develop rules 
determining the applicability of thIs subparagraph with respeCt to minimum premIum plans or 
other partially insured plans. . 

The term "'iu~alth insurern means' a licensed insurance company, a prepaid hospital or 
medical service plan, a pealth maintenan¢e organization, or other entity providing a plan of 
health insurance or bealtbbenefits withl~~sPec~ to which the state insurance laws are not 
preempted under section 514 of the Employee Retirement I.ncoIlle Security Ac.t of 1974. 

The term "individual health insurance plan" me~ any healthinSuranc~ plan directly 
purchased by an individual or offered primarily to individuals (including fanrlli<rs) for the 
purpose of permitting individuals (without regard' to ap. eniployer contribution) to purchase 
health insUrance coverage. The includes any arrangement in which coverage for health 
benefits is offered to individuals through an association, trUst, list-hilling an.:angement, or 
other arrangement in which the individual purchaser is primarily I'espo~iblf! for the payment 
of any premium associated with the contract. . ' , 

', The term "self-insured plan" means an employee welfare benefit plan or other 
arrangement insofar as the plan or arrangement provid~s benefits' with respect to so~e or all 

<::" ~.: ,..- of the items and services included in the comprehensive benefit package (as ill'effect,as of 
>,'." January 1, 1995) that is funded in a manner other than tIiroughtlie purchase of one or more",'" '0

health insurance plans. such term shall not include a group health insurance plan (as defmed 
in paragraph (5)(B)(ii». '.' 

The'term "self-insured sponsor") includes any entity wlllchestaQlishes or maintains a 
self-insured plan. '. . 

The term "state commissioner of insurance" iIlcludes astate .superintendent of 
insurance. 

Section 11009. Termination. (a) Pr6vides that this title will not apply to a health 
insurance plan provided in a state OIl, and after'the time astate.implements universal coverage 
pursuant to the provisions of ili,is Act. ' . . 

," . . 

(b) Provides that, for:sei(-insuted p~ans spor,sor..ed by corporate alliance eligible 
sponsors, the.provisions of this title 'WiJ1Il9,t.apply· ~s of th~ ~ffective date of the sponsor's 
election to be a corporate alli'Plce.· For self-i.n.sqredplarisspoJ;1Soredby a 'sponsor that is not 
such an eligible corporatealli~nce sponsor; the provisions of-this title\vill not apply in a 
state on at}.d after the time a si::ite implemen~ unlve~~tll coverage pursUant to the provisions
of this Act. . . .... . ..' . . " . " . .... 
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