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Phased-:in individl;lal based subsidies ',1, 

'I, .'. 

"t~ :op high c~st health' plans r " 

l: 
, 	 " 'Hard cap on Federal healthspenc,ling :",,\ 

, ,': ."<, ' I. '. 


, :/ 


./ 

eros "Cons 

Starting s~all allows time to Ie.am about howWon~t'ger'unive'rsal coverage 

:tq.Jf1~I,1.~g~ ins~~aI!c..~ re.foons· '. I 
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Solid . .fail-safe prot¢ction for thtl ,Federal 

budget' . 
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~ub'sidiesare targeted very Weil' to .low . . ' ,( Pre~u~s in 'the .'colllI1}uni~y rating',pool '. ' 
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'. Groups of firms under 100, (MEWAs),aregrandfalhered into their'right to r~eive 
experience rating.:: ", ... .. j'.;.' '" ,,' ....... ,., .' ": 
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·f.irms ~ith 'Illore thim, ''t 00' workers 'will be' experiepce r~ted, or.self~insur~d. 
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6. Medicaid: .' 
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',: Preserved~" a separate .ptogram ,and, ~eneficiaries are not part of the, commlJriity rating: 
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Many remain without c9verage" 
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~rP.etuating uncompensated 'care andcosi
shifting to the privately insured. / 

Preri'liums 'will be h,igh in the cori1munity', 
~ating- pop} due to adverseselection~ " ,'~ 
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~~,VI 1 4 '. " .. ,', 
, ~ ...'-.-".'.-;---.~.--'-' " 

~~'.~""-,'" (' , ". ',' 

" (,.'. "'e ... ,,, " 

'-;,', ,
Some moderate-sized firms will b¢ " 
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Possible S6lu,tions,', 

"Add" a:' :triggered ~".eI a~ 
individual man~ate.1.I "~r ~I-' " 

.' 

, "'Y' (~bvv..r. ~-.AL', ( 
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,Enlarge the, community rating pool to 
incl~de. fiffils with,less'than or equal' t!l 
1000 worke~s. , Can~still preserve , 

' voluni~ n~ture of pu~chasing " , 
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cooperatives. 

;E~'lafge thecomm~nity'ratingpool tb ' 
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'JOOO workers.' '" 
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" Issues , ,,' 

Offering a. basic ahd a'standard package 
will lead to adverse selection and 

. . 

High Cost Plan Assessment 
. '" .. 1', ':., 

", " 
. '. 

\Issues;,' ",'I 
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Assessment is likely to falI-on plans with a 
sicker'than av~rage enrollment,' '" 
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Little reve~'\1~ wiiJbe ~aised from the 
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., Possible Solutions, I ., " 

. " 'I.' '/ " 
'Limitac:cess .to'basic plan to those above'; 
specified' income levels (250% ofpoverty;' 
for example): .. ". .. 
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.' Pos~ible Solutions) 

Erilarge the~ommunity rating pool ,to ' ' 
include fimis' with less than or 'equal to~: ( 
YOOCfworkers. ;',.: "" 
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Enlarge th~ 90mfu~riity ,rating 'p'oqJ' to' 
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Liffii\ationo'f federal payments,while-, -; .~ IntegtationorMedic3.idprognlm into Icfrger .. 
,leaving Medic3.id program and obligations . reform.· For example, non.;cash 'assistlirice ".' 
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" Disproportionate Share Hospital payments : Tie DSH phase~o'~i t9 dec.TeaSe i.n the _ 
phased out faSter 'th'an uncQmpensated care _ number of unin~ured. ' , 

_is~linlinated,· which could h~lVe adverse ' .. 'I, 

, impacts on, teaching hospitals. ' ' , ,
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8. . Financing: . 
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.·'Possible Solutions' Issues' 

, ,..' 

Financi~g wiIJ' be insuffi~ient,.fofully 'fund, 
subsidi"es on ayear by year' basi's,liriliting i 
the .expansion of subsidre~ to more income' 

'" .'. ;/ 

groups. ',.:, I 
'f 

I 
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(. \ . 

Broaden the' nieasur~', of fun finanCingfro~' 
it year r by year metric to ii' multi:'year (3, for 
'example) metric.' Alternatively, other 
:sources of increased revenue could be 
introduced: " :' , 
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State Maintenance of Effort under the Health Security Act, Year 2000 
, 

MOE Per Index to 
2000 (1) 

PopulationMOE 
US 

($ millions) 
2000 (2) Capita 

'20002000{thousands} 

$85 1.00276,241UNITED STATES 23,400 

0.45$38171 4.485Alabama 
1.17$9969969Alaska 
1.19$101·4,437449Arizona 

$39 0.462,578101Arkansas 
1.34$11334,8883,946California 
0.584,059 $49201Colorado .. 

Connecticut $164 1.94 
0,51 

537 3.271 
$4375933Delaware , 

3.11$264537142District of Colum 
$58 0.6815,313884Florida 
$53 0.637,637408Georgia 

. 98 $74 0.871,327Hawaii 
$41 0.481,29053Idaho 
$70 0.8312,168857Illinois 

0.83$71 
$39 

6,045427Indiana 
0.462,930 

2,722 
115Iowa 

0.64$55149Kan.sa.s 
t 0.55$473,989I. 186KentlJcl!:y 

1.17$994,478445Louisiana 
1.12$951,240118Maine 
1.08$915,322486Maryland 

$107 1.26 
$64 

5,950638Massachusetts 
0.769,759 

$53 
629Michigan 

0.63 
$36 

4,824256Minnesota 
0.422,75098Mississippi 
1.34$114 

$30 
5,437618Missouri 

0.3692028Montana 
0.59$50 

$86 
1.70485Nebraska 

1.021,691146Nevada 
$46 0.541,16554New Hampshire 
$81 0.9S 
$23 

8,135657New Jersey 
0.281,82343New Mexico 
2.37$20018.2373,656New York 
0.81$69 

$31 
7,617523North Carolina 

0.36643 
$83 

.20North Dakota 
0.9811,453 

$47 
950Ohio 

0.563,382 
$36 

160Oklahoma 
0.433,404 

$72 
124Oregon 

0.8512,296 
$85 

882Pennsylvania 
1.01998 

$68 
85Rhode Island 

0.813,932268South Carolina 
i. 20 0,31$26 

$84 
t 770SoUth~Dakota . 

0.995,538 
20,039 

465Tennessee 
0.78$661,321 

$33 
Texas 

0.392,148 
$SO 

71Utah 
0.59592 

$61 
30Vermont 

0.717,048 
$49 

427Virginia 
0,S8' 297 6,070 

$60
Washington 

0.711,840 
5,381 

110West Virginia 
0.32$27148 

$34 
Wisconsin 

0.4152218Wyoming 

(1) HCFA OAct; ASPE; NOTE: State estimates do not sum to U.S. total due to rounding. 
(2) CPS State Population PrOjections (Series' A). 
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T<AaI ~Pay!1W'IIs 

I Y_(I994) ($m) 


'A_age~ 
Pay!1W'IIs per F..mty 

T<AaI FIII'I'IIy Paymen1a 

1 Y_ (1994) ($m) 


A~ FamIt,I Ch<t 

P""""" Pay!1W'IIs 


Government Subolldle8: 

1 Y_ (1994) ($m) 


""'l'i>yer 

ho""""'oIcI 


Government Suboldloo: 
5Y"""'($m) 


""'l'i>yer 

ho""""'oIcI 


Ga.lernmenl Suboldloo: 
10Y"""'($m) 


""'l'Dyer 

ho.....nolcl 


SeIea Revenue Ellinalec • 
Corporal......eoSmeni 
Other Revenue 
Tolal(5 Y .....) 

SeIoc! Revenue Ellinales: • 
Corporal.. A,.eosment 
Other F\el/enue 
Tolal (10 YMI'&) 

Net Effect on Def!cI • 


(5Y .. ars) 


Net Effect on Def!cI • 

(lOY ...... ) 


• Ae__.......tlmal. are tor _ 


UI Modal 1»' 
HSA 
(Note: Margnal 
ratO$ tor HOIa&
Hot! Subsklloos 

..... 
theri apocltled n 
liSA) 

'......... M08 


225,245 

2,176 

69,357 

564 

I!B,170 
40,082 
48,088 

" 
396,0CXl 
179,OCXl 
217,OCXl 

1.000,OCXl 
52I,OCXl 
561,OCXl 

7,000 
19.300 
26,900 

15,200 
38,000 
53,800 

74,OCXl 

12S,OCXl 

UI Model 138: 
12% Inc\. Wage 
ClIp with 5.5'%-12% 
fer fInnia < 75; COO 
f'N1IIum& 
[ReIl8aI Modo! I) 

'_..... 1I0I08 

226,847 

2,192 

SO,398 

684 

B2,tI!II! 
34,489 
47~7 

. 
359.oos 
145,199 
214,708 

962,004 
412,144 
549,es1 

40,000 
24,000 
65,200 

81,200 
49,200 

130,400 

(394) 

(70,596) 

UlModaII50 
2.1-12% Lw. cip; 
Noemploorw 'i\"'-' 

1\,;":r.quhmKtt fer { ~\ 
the cx20 1Irma. 
KAInIwdy IIIdIng "(r\O))~·J 
ClIP; c:.a.."" <lIl --~ 
1·10; 2% on 11·20

5"'~~ 
_"","",_MOEI 

207,655 


2,006 


63,320 

612 

82,728 

25,130 

S7,598 


365,564 

105,797 

259,767 


965,560 
300,304 
655,257 

45,200 

34,000 

79,2S0 


00,400 

82,000 


152A60 


(8,796) 

(89,100) 

oomponents !hat differ from HSA. Defleft eIIeds are teIa!lve to current system. 

Re............1I1ImIIite.1or lhellClO-liSA pac:I<age$ are pnlimIrwy; they '" not ollldal Treasury ..11~ 

" Non-HSA estimaleo assume ouISoUrc:ing Is 25% 01 HSA outsourcilg. This Is prelimNIl)' and ~nderstate ootsour~ng eIIec1s. 
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TcmlE~P~ 
1 Y_ (1994) ($n1 225,245 226,847 

A""IIIIQIO~ 
P~ pet Femlly 2,176 2,192 

Total Farritf P8I')mIIn1a 
1 y_ (1994l($n1 

A__ Family Dred 

58,357 60,398 

P..m.mP~ S64 584 

Ga.femmont Subsidies: 
1 y". (1994) ($m) 

"""Ioyw
hoU98hald 

B8.170 
40.082 
411,088 

82,096 
34,489 
47PJ7 

GcNemmont Subsldlee: 
5YIIJIIIS($m) 

""",Ioyer 
ho......hold 

396,000 
179,000 
217,000 

359,l.1(J6 
145,199 
214,708 

Government Subsidies: 
10YIIJIIIS($m1 

"""Ioyer 
hoU98hold 

1,082,000 
521,000 
561,000 

962,~ 

412,144 
S49,961 

Select Aewnue Eslrnates: • 
Corpor..,..~nt 

Other Aewnue 
Total (5 Y--..) 

7,&::J:) 
19,300 
26,900 

40,&::J:) 
24,&::J:) 
65,200 

SeIed A<Nenue Estrnates: • 
Corporale Ass_nt 
Other Revenue 
Total (10 YeMI) 

15,200 
38,&::J:)
53.aoo 

81,200 
49,200 

130,400 

Net Elfect on De!lcI • 
(5 Years) 74,000 (::&\) 

Net Effect on De!lcI • 
(10 Y6B1'S) 126,000 (70,596) 

UI MocIeI1SO 
2.1-12% Lw. ClIp; 
No iImpIoyIr 
NqUINmant fof 
lila ca20 111M. 
tc.nn.dy liking 
alp; c:.&-1% an 
1·10; 2'Y. anl1.2l!.i 
5%_ pramIuni
1__*MOEI 

1\,,;:' '1\" ~ 
<,,\ 

"\r\Q/~·r-
U\ MOdoI13t: 
MSA 
(Note: Malgnal 
rBI.... for HOUM-
HoI:! Subsidies 
a",_ 
than .peclHed n 
HSA) 

'-MOB 

lA Model 138: 
12% Ind. WII9IO
Oop _ 5.5%-12% 

fcr ...... 75; CBO......... 

[ReI""" McdeIlj 

.......... MOB 


207,655 

2,oos 

63,320 

612 

82,7'28 
25,130 
57,!iQl 

3SS,S64 
105,797 
259,767 

965,560 
300,304 
665,257 

45,200 
34,060 
79,260 

90,400 
62,060 

152,460 

(8,796) 

(89.100) 

• Ae"""ue estlrmt". are 'or those """l"'Mnto that differ from HSA. De!k:lI eftect. are _Ive to current system. 
Revenue e.um.ila. tor hll'ICIIHlSA ~ are prellmIn8Iy; they ..... not oIIk:laI Treasury .... arn&te. . 

.. Noo-HSA eslirmtes assume O<Jtsourcing Is 25% 01 HSA OUIsourcng. Th.. Is prellrrinruy and~r1ders!ate outsourcing elfec1s. 

http:tc.nn.dy
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RECAPTURING EXCESS FEDERAL COSTS USING 

A HIGH COST PLAN ASSESSMENT 


1. 	 There are no premium caps. Health plans may charge whatever price results from a 
more competitive market. 

2. 	 To protect the federal- budget from the risk of higher-premiums, excess federal costs 
are recaptured through an assessment on high cost health plans. 

The assessment serves two purposes: To maintain budget neutrality, and to exert 
downward pressure on premiums. 

(The federal budget is at risk for subsidy payments and tax revenue loss resulting from 
higher premiums. fligher premiums could be caused by windfall payments resulting 
from universal coverage -- particularly in the short term -- or by a failure of 
competition to bring down premium increases over time.) 

3. 	 The assessment on high cost plans could work as follows: 

It could be applied only in states (or substate areas) where competition is 
ineffective. It is triggered automatically in a state if the average premium 
exceeds the "target premium" in that state. 

The target premium for a state (or substate area) is based initially on current 
health care costs, but with added funding for the uninsured and assuming no 
windfall for providers or insurers. The target premium grows from year to year 
at pre-established rates based on reasonable expeCtations for a more 
competitive health care marketplace. 

b. 	 It could be structured in a variety of ways. Two options are: 

i. 	 The assessment for a health plan is X% of the difference between the 
plan's premium and the target premium. 

ii. 	 The assessment is applied to a plan's entire premium, but the percentage 
assessment rises by Y percentage points for each dollar the plan's 
premium is above the target premium. 

(Note: After the first year, the assessment could be applied based on a health 
plan's rate of growth instead of its premium relative to the target premium.) 

c. 	 The assessment could be applied after the fact (i.e. lagged a year) or set 
prospectively based on bids from health plans. 

d. 	 The assessment could be administered as a tax, or as an offset to payments to 
health plans (assuming there is a premium clearinghouse or reinsurance pool of 



some kind). 

If administered as an offset to payments to health plans, the assessment would 
in tum be used to, offset federal subsidy payments to the state (or subs tate 
area). 

e. 	 The percentage assessment is set nationally each year, and is calculated in 
order to recoup excess federal costs. While the same assessment percentage 
applies everywhere, it is triggered only in areas where competition is 
ineffective. If the assessment raises too much or too little revenue to recapture 
excess federal costs, the percentage is adjusted accordingly in the following 
year. 

4. 	 The assessment would apply to community rated plans, but could be broadened to 
experience rated and self-insured plans as well (with some modifications). " 

~jl)-' f-ot.,... 

f' 
LV- C e,.. rrJ-~ ~....Jv~. 
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~AX TO CBB%8 JIKNl_aS . 

REI RlBPOBBB TO YOUR REQDMST 

I ~ave attache4 a paper which describes the payment methodology for 
the PBMs and the measures we suggest be included in the Mitchell 
proposal which would roduce the possibility of skimminq by the 
PBMs. On a lini~parate track, we are workinq wit.h Kathy Xing on 
mOdifioations to t.he Durenberqer proposal for paying risk HMOS 
usinq a biddinq proc9~s. The payment to the PBMs would parallel 
this proceslif. 

I spOke wit.h Theresa and confirmod with her t.hat t.ho Mitchell 
proposal inoludes the additional (CPI) rebate on sinqle .ource 
drug-a (Slame as in HSA). I oonveyed this to Scot.t at CBO. 

~kman 
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\" 

payment Xatbo401ogy tor ,axs 

o 	 ~ayment to P5Ms would bQ parallel to the biaaing proceas
envicioned under the Mitchell bill for risk HMOe. Plans would 
submit bids both for the Medioare benefit and for the standard 
m8.nd~tory "Mediqap" benefit whioh would. fill in the deductible 
and ooinauranoo. The bia tor the "mediqap" benefit could not 
exceed 95% of the aotuarial value ot the deductible and 
coinsurance under the.fee-for-service benefit•. 

H••8U~•• to Ra4uoe posllbl11ty ot Skimming By PIKs 

o 	 Enrollment only through secretary - Beneficiaries wiShing to 
enroll in a plan could do so~ through a third party
d.esiqnated hy the seoretary_ Enrollment in the plan would be 
for one year, or until t.he next open enrollment period.. 

Rationale - prohibiting enrollment through the plan, as is 
allowed in the cQrrent risk program, would eliminate 
opportunitie\il for plane to selectively enroll healthy
incUvid.uals. ' 

o 	 MarXetinqRestrictions - Direct marketinq (e.g. door'to door, 
telcarketing) to benaficiaries would be prohibited.. As with 
the rillk pro9'ram, all marketing materials; 'Would have to be 
approve~ in advanoe by tho Seoretary. 

Rationale - Siiid~ar to enrollment issue. 

o 	 Disenrollment Surveys - Plans would. be required to pay for 
surveys ,of in~ividuale who disenrOll fromtha plan Quring the 
open enrollment p~riod. Suoh sQrveys would attempt to 
determine whether individuals with medical conditions that 

. requirAextencive use of prescription drug'S ara over
represented amonq disenrolle.a and. what practices of the plan
led to the decision of these individuals to d.isenroll~ Plans 
wouldtace a termination of their contraot and/or civil money
penalties and intermediate sanction. if they were tound to 
engagoe inpraotices that ericouraged the diaenrollme:ht ot SQch 
individuals. 

Rationale - Would disoourage plans from engaging in prQctices
that would 18ao to the di.enrollment of individuals with 
medical conditions that require extensive use of prescription
druos . 

. 0 	 Reviaw of Coet--:5haring- structure, - Both HMOs and pharmaoy 
benefit pI'ana would be prohibitea from havinq differential 
ooet-eh~rin9based on the tharapeutic class of drug prescribed 
or other cost-sharing ,lttructures that the Seoretary believes 
would 1). likely to disoourage en;ollment DY individuals with 
meaical oonditions that require extensive use of prescriPtion 
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druqs. 

Rationale - Prevents oost-sharing 5tructura from beini used to 
discouraqe enrollment ot individuals with high druq needs. 

o 	 State-wide servioe ~rea8 - Contracts would require state-wide 
servioG areas. ~harmacy benefit plans would ~e required to 

. provide accesa to a pharmacy in every oo~unity throughout the 
state. 

!tCltionale - Plana oould not t'red.-line" low-inoome areas or 
other areas determined to be lese desirable. 

o 	 Review ot prior Authorisation Programs - The Seoretary would. 
have to approve prior Buthorization programs ~o ensure both 
tair procedures and that such proqrama are not iuis6 tor ' 
discouraging enrollment ot individuals with medioal oonditions 
that require extensive use of presoription drugs. 

Rationale - Prevents prior authori~ation proqrama from being
used to discourage enrollment of individuals with hiqh drug
needs. 

o 	 Beneficiary Compliance Proqram - Pharmacy benefit plans Would 
be required to have program. to work with enrollees to improve
complianoe with prescribed drug rsgimens. 

Rationale - SUch a program would ensure that beneficiariee 
with oignifioant drug needs are monitored. 

o 	. Beneficiary Cost-Sharing - Beneficiaries would be guaranteed5' sav1nqs on average cost sharing relative to tee·for-servioe 
l)enefit. 

Rationale - This quarantee would attract individuals with hiSh 
drug costs· too the PBMe. 
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HEALTH CARE REFORM - POSSIBLE COMPROMISE 

o 	 No Mandates. Under this pIan. neither employers nor employees would be: 
required to pn.,cha.~e health care insurance. 

o 	 Du:geted Subsidies. Subsidies would be avaD.able to encourage certain low 
income indiViduals and firms to pmcb&sc wunwce. ihc=sc: suJnldica would be 

. wReted to groups that tend not to have health insurance. 

o 

o 	 Targeted Individual S'ubS'idtes. The following liu!nJUles would. be available to .' 
.indhiiduals: 

o 	 'Lgw;lnmm, 'pml".,. Beginning in 1997. low income individuals and 
families would receive a subsidy worth a fixed percentage of the average 
premiUm. .For lhulic be1o.w 75 perCent of the Fede.rol·povorty level, the,e 
subsidies would equal.IOO percent of the premium.· For persons with 

. . income between 7S and 200 percent of.poverty•.the subsidy would rangt:uD 

.,:aBlidins SCAle from lQo;tOO pe,r~nt' .. " , . . . ., . 
. . ~ 

tr :' ,:' ~_.'. "'••:' :.:'~'''~:;~:~'~1"~,~.....,.:..\'" .. ,~,;:,:,-;;':'': '1":,.';,::' . 	 ..' 

. To maximize i>zu:tic::ip,tiOD, Jndlvid~ determined to be prelUmptfvely 
eligible for 100 perCent sm,Sidies automatically would be enrolled at point- . 
of~"·'·:'. :,"':', '.... 'c' . . " 

" .~ . '. :. 

o 	 Cash asslstlnee.m;fplentL Beginning with the JanlWY 1, 1997 . 
aboliabment of MediCaid,'QSh assistuce ledpient~ would receive subsidies 

~qual toJ;lO()~~~\,~~~~~"g~~~~ :'., 

o 	 Former non.CftSh'~I~d ;eJJ~lbl~~';~~ginninB in 1997, individua1swb.o' 
'would b~ medi~li D.e~~oroihC:r Don-cash recipients under the CWTeDt 
Medicaid prosra.m" (e:uept pregnBrtt women, infants and· children) would 
receive subsidies. covering 100 percent of the premium for six months, then 
wuuld'bc:: t('calcd the .same u Others bnsed on. Income. 

o 	 Indiyi4naJs ieulng:Wejtsm for work. BegfDnlng In 1997, individUaIs 
Jeaving welfare for work would receive subsidies equal to 100 percent of 
the premium for two years (not ODe year limit under cunene law). . 

. r·'· 



( t 

o 	 tow lDcome pregnant "lUDell and c:hUdreg. Beginning in 1997, pregnant 
women and children under 19 with incomes up to 185 percent of poverty 
would be eligible to receive subsidies equal to 100 percent or tbe prcmJwu. 

, For those wifh ineomes between.185 percent aDd 240 percent of poverty, 
the subsidies wID .range on 8 sliding scale from 100 to 0 percent. As above, 
lJ1dMdwds determined to be presumptively eligible 'fo1' 100 percent 
subsidies would be automatically emolled at pomt-of-service. 

. 	 ~--.---..--------- 
Q 	 Tenmorm..iJy unemployed. plnSlJl'!d,. ,-'Beginning in 1997, individuals 

wormglor six months in a job witii'(iDSuiancewou!d be eligible for !he 
low Income subsidy tor up to dx moAthR after losina their jobs. In 
c::alcuIatJng, these pel'SODSt eligibility for·S\\Ch subsidies, AGI will be adjusted .' 
to exdude (1) unemploywent ~pensatiOD IIm4 (2) 7S percent of income 
earned while employed. 1'0 maximize participation, individuals would be 
encouraged to enroll when applytng for unemploynl.eDt Insurance bent:lilb 
(we're still e'hecJcing with DoL on feasibility of this last item). 

o 	 EmplgyerSubsidles, The following &ubsidies would be available to employe1'S: 

j n 	 EmplQyers JrhQ expand courage to addItional workers. ,Beginning in 1997, 
employers ,who expand coverage· to all their·· employees in a specmc class 
(i.e., full .t:ime. part time) wouIcl receive SUMldies to make their employees' 
premiums more affordable. Employers wOuld paytbe lesser of SO percent 
of the premium or 8 pc:ra;1Jl of cac:.b newly blsurcd employee's wages. The 
employee would pay SO percent of the prem.h:lm, with workers with incomes 
under 200 percent ofpovcrty ~ligible for the .individual sUbsidies described 
above., "i' ,;.

o 	 .EinPloM wllo do not g.imptl;y ofrer iDruranS!e. In addition.~ the 
employer subs~dies outlined above, employers with fewer than 2S workers . 
whQ .haY~ no~. offer~d- insu.rance before J'an~ 11997 and begin uffcIi.llg it 
to an··eniireclass 'ofworken would-be eligible for ~e same low income 
subsidiesavallable to individuals and famillcs. (An employer would receive 
subsidies ~qual tolOO p~cent of the premium for their SO percent share . 
for wq~~:~n,~ at Ol'~e1o~ ;75 percent of poverty, and subsldi~. pf1'setting part . 
of the p~emiutn for w~,n ':IP to 200 perce.ol of ~rty. 'DmploycCl 
would-b~ similar~y eligible for subsidies for their famUy share.) Insurance 
compariies~d cooperatives would be able 10 promote this benefit Within 
the cominunity zated pooL 

o 	 bdividuals up tom 2tTo further maximize c."OVerage, individuals could be 
covered under parents' policies until they tum 2.5. 

.. 

http:perce.ol


o 	 fnmium Ane8pnpt. As. provi4ed1for in HSA, a national per capitA hueline 
premium target would be establlshe;d and adjusted for each health care coverage 
area. To the extent community rated plilmi tlllCCCd that target, they would pay an 
assessment on the excess at a rate. 9f 35 pe1'CCllt AI, In HSA, the initial target for 
community rated plam would be e5tablLsbed based on current expenditures. 'lbe 

l 

per capita taIJet for both communiTY nrted &.Dd experienced rated plans would 
, increase at the following rates, o:a!pt that the target for experienced rated plans 

would be: mcuurcd 0.11 a three ye~ rolling average bOIls: 
! 
f 

1996: ; CPI + 3.0'" 
1997: ; ·01+ 2.5% 
1998 &. beyoncl:' CPI + 20% 

o 	 Risk MJtlS1:meJIt. lUsk adjustment between wwwWlity·ratcd health ptms to 
.account for difCereru::c:sin health .s~tus aniOnS enrollees. 

i 

In addition, experienced rated plails would be required to JDake transfers to the 
community rated plar.ipools to adjust for the increased morbidity rates in the 
co.lllJllunity I11ted.pools.'d1ic to tbclcoverQge of the nOllWorkiDa population, 
inc1uding the forinerMedicaid population, retirees, and other individual . 
purchasers. The S~etary of .tiH!S would estimate the above average C::O~~ 
incurred by coIIlirnDuty ,~ planS that provide seI'\ices to iudlvidual purchasers 
and that total amoiU:it~rFo5ts woiUd be 8Siessed on a per capita basis from all 
imunmce plCDS,Jndlldbig thoso int.he comrounity rated pool'8Ild in the . 
e.xperiencerated DlUk.et. The reeeipts .would then be redistributed to community 
rated·plans based' ~ ~~'. portiOll or above·averuge WISL iudividual.s, they enroll. 

, . 	 • f , ! . . 

o 	 . Insurance MarlsttReforms., .As f~noWl: 
. ' '.'.' :";~,;)~::>,, . . .. , ! ". , . 

o 	 Margt teginentsJJd boundltJtS ..Firms with fewer than SOO workers and 
1ndMdua1:pJ#'dlH:5.m (~t:1t.rcJUployed, nonworken, Mcd,icaid-elll1b1es) 
would l;>,em; ,c.O!IllDunit)' rated pooL F'lIDlS with 500 or more workers, 

, exiatqI~~, .. ·.', .ey planS, and rtII'8l cooperatives Witb :;00 or mQre 
memberi wnUldl:Mfpermitted to self-insure or purchase experience-rated
'I 	 .coverage.. .. 	 • 

.. .'>', ,>",,: ,I,'
I·

.' ... .. 
. 

o 	 .CommunUy nlting'·:reqpIJ;mentl•. Community rated p~ could modify , 
theJrrat~s.b~.:c)p;c::ove~a&e~!~gory (eos-, sfnglc;'famUy, c;w.). geography, 
and,a&e;(m~;~:'l' 'band fot'pOp~on under 65 ycm of age). Each health 
plans 'W~w~~~~'required tp establiSh a single set of rates for the standard 
beliefitS'pa~,e4pplicable to 'all mdividuals aDd sroups within the 
commtmlty'::rawd segment; of a community rating area. Rates for }DPCs' 
could be ~counted to .reflca acb:ninblrcslJvc savJuga• 

.." . :',' ...."~ ,,';- :1" . I 	 . 

o 	 Health plan RqnIretnent& Health supplemental benefits must be priced 
and sold separately from the cnmprehensive benefits package. Plans would 
be subject to the following market reforms: euarantee issue, guarantee 
reneww, upel1 ewoUment, limit pre-ex exc;lusions to 6 monthsi ClDd exit 
from market rules. I ' . ' , 



--.------~-~::----.---
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o 	 ,Gpamn1I Am4. States would be required to establish guaranty funds for 
all CX)mmuniLy-r8ted h~a1tb, plaDa. 

o 	 DreCJ, '!be plan includes,multiple., competIng. voluutaJy HIPCs. If a 
.HIPC fs n()t available h1 every community rating area, states would be 
required to establIsh or sponsor HIPC in WISClVCd area. HIPCs would be 
re&pousiblc for entering into agreements with plans and empJoyers: 
enrolling individuals in plans; conectiDg and distributing premium 
payments; coordinating out-of-eoverage wlI.h other HIPc,; and providing 
consumer iDfonnation on plans' quality and cost. 

BlPCi must accept slI eligible individuals and firms; provide enrollees 8 
choice of at least 3 plans, inducting 1 FFS. Requirement of 3 plaDs could 
be waived by Ouvernor 10 rural ~ 'Ibe No.tiotW Health Board would 
establish llducia.Iy st.and~s for HIPCs. HIPCa would be permined to 
negotiate discounts with plans renecting economSes of scale In 
adminiRtratiOll and marketiDa. 

Illigiblc employers (firms with less than 500 wOlke,,) mu&t offer at least 
three plari.s, including a PFS to their employees. PirmscouId satisfy this 
requ.i.rement by oftel'ini 8 RIPe to tbdr c;wployeca. ThClc fin:Da Ooulcl 
,choose from amoDl the wPCs in their «>mmUnity rating area. In order to 
qualify' fOI employer premium CODtrlbutioJ2, employees WOUld be required 
topurcbase health WutaD.ce through the HIPC chosen by their employer. 
~ployee& could cbOQ5e fr9m the plans offered by the HlPc.· , 

;' ',.. '", 

. " 

o 	 SeilJlspred planl. In general. self..iDsured plans must comply with the 
abov~ responsibilities and reforms,ind,uding employer and ~dlvtdual 

,,premiUmCODtnD1Jti~. requirements.: covcraae of a ~prehensiVe packa,e 
of benefits, guaranteed issue and renewaL and pre-existing condition' limits. 

o 	 . Long· Term ,Care, This plan Includes a federal entitlement W>.PGd ilL $48 'billion 
over the 1.QQ5-2004 period.: '. .' , 

o . 	 Medlcl~~;~~, ,'1'his. initiative Jives'M.edi~e beneftcla.ri~Jhr~ options: ..fee- . 
. 	for-s~~ ~,J)rug Benefit canters opt1o~/'aW.d au HMO option - all ~ecdve 
1J1J98.";Bene~ciarlC$ WOUld, have aSSOO annual'deductible; a 20 percent capay;
and':mannuaJ out-ot-pocket Umit of $1,200 in 1998. MedicarcPIlt Bpreinium 
wOuld be iacieaBed by 25 pe.reeDt of dmg benefit costs. with MediCare paying the' 
remaining 7S percent. Drug ~ufacturCrs would sign rebate agreemenu with 
~ In exchange Cur nu t'oullulmy. Drugs used as po.n .of HMO. or capitated 
druJt plans arid the working aged would Dol be subject to rebateS. RebateS for 
single source and innovator multiple source c:J.rup woUld be 1$ percent; wultlpJ~ 
source drug rebAte would be 6pe.rcent. : 

http:WutaD.ce
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AddItional Modifications to Transitional Employer Subsidy ProPOSal 

o 	 To avoid employer gaming 0 the subsidy structure, wy employers who pay at 
least SO percent of an ~plo 's premium would eligible for federal subsidies. 

o 	 Presumably, firms could use th tr8JlSitional oyer subsidies to gradually pass 
back onto employees health car .premium cos th~by alIO\Ying employers to 
continue to "pay" for such ins . Cc after the Oteaenerous transition subsidies 
expire. However, some employe may as e that temporary transition subsidies 
will translate into temporary Ulsur et, and to get all their health probJems 
addressed in the first year. To avol this rception (and the behaviOral 
consequences), firms which accept tr ill subsidies must asree to offer 
insurance that year and in the tWo & seq ent yean. 

o 	 'Ibis proposal could· potentially create s e perverse incentives for two camer 
famUies•. For eocample,familiesalteady, vered wu:ler one spouse" plan may 
attempt to switch all children to the seeo d spouse's plan if the second spouse's 
plan is ~i~y subsidil.cd.. Such behavipr uld, be somewhat limited by the fact 
that the first spouse's plan often maY,be regenerous (extra benefits) or 
d~sirable(lower deduetibles) than tlle'seconspouse's subsidi2'.ed plan. To 
minjmi7..c ,tI1~se inCentives, however,!we woul ~ that all family me=ben 
purchase ~ur~ce asa~t tprougb one emp oyer (unless ODe employer offers 
inSuran~.0tl1y to the actual· employee). We w uld also reqUire that two earner 
families p1P'~8Se insurance tluough the higher, er. 

. . ., :''':.~~,~:'; ::.1::;'~;:~ , .. . .,'.. , '/:. . ..." .,:. \ ...., " . . . ' 
o 	 One ktY~def;in.itional issue iSWho:q~ifies iOr'se r;ous.,~Sj~oDal sU:b,sidies as a 

prevlously Don-insured worker. Beca~e sOme. ., ,. may employ. a mix ot insured 
and uninsui'edworkers,'tI\e "non·jnsured~4ere. .,. ti0D:wouldbe made OIl a per 
worker basis. A related issi1eiswhat lev~lof:e~pl 'eteontribution should . 
qualify as "providinginsmiil:l,c'e.it . UD~eftlrlspJAn,.w rken who'had been· offered 
an employer 'Contribution worth· at least $500 would n t qUalify for transilionaI 
employersubsidi~ New workers would not qualify fo transitional employer 

, ~:ubsidi~~,,~~sll ,othe~; wor~er~ ,~~. 'a ~pre~?~ly had, '-'. ,in~ur~dj .nol w.ould 
new wor,~ets at ,pan~~y msured firms' if'~eU' salary ex ded· the mean'.salBI)' of 
the firm's 'WUl'ed wOl~" ' , ' -',', .' , . 

, ,', 

o 	 Transitional subsidies woUld Qc)tbe availab!eto new fiilns I the transition 
pcriod~ Generous transitional subsidies are designed to giv' Don-inswing firms a 
longer and more re3tistie time period over which they can p ,back the cost of 
,health insurance to their workers. ~ the form of lowe~",~ges :A.fter the ~i~on 
period, wages throU&hOlit the job market will ha\"e·adj~ted J?~ward to reflect 
the passback of health care tOsts onto workers. In thiS llew ~ket, firmS starting 
up can provide insurance. pay the prevailine wage rate. and nOf sUffer any 
competitive disadvantage. \ 

....,. ,:,. 

• 

http:providinginsmiil:l,c'e.it
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7/19/94 
HEALTH CAJUt REFORM: POSSIBLE COMPROMISE 

o 	 lS'Q Mand8t.e6. Und r this optio~ there would be DO mandate on either 
employers or individ to purchase health insurance. 

both employers and em oyees to purchase msurance voluntarlly. The subsidy 
system would Dot 10 into ct until 1997, aU offsetting Medicare cuts and

-' 

tobacco taxes to acerue in a trUst 'fImd. 

o 	 ImpJQyer Subsidies. ' All would ultimate! be eligiblc for the same subsidies. 
But to e~courage fiI'ms to P Yide coverage t' non-insured workers. firms would 
initiaUy be eligible for more nerous sUDsl s for ,uninsured workers (eaming up 
to $18,000) than would ~e av abJe to firms (or already fn5ured workers. 
Offering such generous subsidJ ' upfron, '. 1 ease the transition for firms which 
provide coverage ~,~~~41 '''!' and m erate wage employees. Specifically: 

o ~w.!;w..J:a!:SmlmUlJ1ll.C!Rmum. Subsidies would be available to encourage 

a 	 FOI currently uninsured wo ers mini up to 518.000, firms would initially 
have th~iI '~SU'e of ins~ cos wholly oJftel if they clJoseto pick up 
their employees' health 'COs~ , ' , ' 

, ',yi~:1{ ,: ,., ... ' , 	 , , 
o 	 1bese,tt~i~.ional,s~bsidie,s w d eventually be phased down to a 

permatl~tjna,h,i:t~~ -I, ' the second year, theemployet's total 
paym,enfWQPI~be Capped a 2 p ,t of ,the' wOrkers wage; growing each 
year :'Ih~~~~i' .t;y'2,percettge . t increments up to the pennaucnt 
,subsiM'Jevei!'for: that'wor' •:Tr itioiW subsidies would not be available 

,~ '" ......)'.-~"';\~If-r"'",r,<'-~.' ': '.. " ,: '.' -',,' ,._.,. "~'." ••,. ,~,~ - , 

'to,llew~,~:~~~g~~,!h~,encf ,:tlie,,~ansi1:i9~~P~od.~;(See attache~ . 
, Table ~.l'!,:NO~:We ould like '8 'advicc,'on'how to modify the 
phaSe;~QYm.\:stlUctUte s" thatit'wowd aximii.c'the amount that employers 

can5~~J~~~:~'I~~"e,~~L: ~,t~~,-. ........ . . .. .. 

o 	 Firms'whiCh :aceepi:~jtional' sU:bsi~es',' BIiy 'year mUst agree to oft'er 

lnsu:~:,~at 're~!!:d,;in: the :iWO subseq~ ,~t yem. " ' , ' 

0" 	 B~~ii¥r~~¥~~~"~~plQy:a'~ ,ofbis~6f,pa,!!,~~n~iuedworktrs, the 
"DO~_~p.r~~I~:d7,~~~~D ~ou1d bema~e 0\ap~~~or~ b,asis. ' " , ' 

o 	 An employer,;' o. has '\oft'ered toeotltrlb~~ at '••' S500 tow81ds a ' 
worker's pre~ payment would not q~al.ify for'~ansitfonalsubsidies for 
that wOlke!_ terms of new worketS,empJoyetS eunentlyinsuring all ' 
their workers auld not receive transitional subsidies' for new workers. 
Employe'rS W 0' insure 'some of thcb:\vorkerS"'~ouJd \not reCeive transitional 
subsidies fOl new, workers whose salaries exceeded the mean salary of the 
firm's insured workers. ' , ' 

o 	 The permanent subsidiC$ would' cap employer premium payments between 
12 percent and 6 per~Dt 9f each wor~e~s ~d¥dual w~ge, based QD ,~e 
employee'~ wage,' ror~I1lploy~eS,eamln,uptQ'~$18,OOO. The SUbsidy would 
bephased:·(nr~,rO~'Vi~!~e,seaming:betW~en;S~~.OQO ~(f$28,OOO.' ' ,,'. ,',;, '. " ,,' ,~.~ ;~r ':"' , .';;g'~;::'f' ;.';.,,;'., '. . . , , 

http:Mand8t.e6
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o 	 Du.rlng the transition, employer sub$idies for QU'reotly insured workers 
would be somewhat below the maintenance leveL In the first yeart 

cu.rrently insUlin firms would calculate the ederal subsidy to which they 
would be entitle under ,the permanent sidy regime, and theywouId 
receive 20 percent f that total. That cent would grow to 30 percent In 
the second year, 40 teent in the thir ycar. SO percent in the fourth year, 
60 percent in the year, 70 percen ill the si:dh year, and 100 percent in 
the e1&hth year. (See ttacl1ed Tab1 2.) 

o 

o 	 ~sume provisfons to . 'ze • by both employers and employees. 
For example. require that members purchase insurance as a unit 
through one employer (un! one employer offers insurance only to the 
acrual employee)..Also req e that two earner families purchase 
in&u.rance through the high eamer. 

o 	 ADtf-DI~t.rImfnat1Qn CI~use, A·' coverage poUey must be consistent across its 
entire workforce. That is, a that contributes to the insurance costs of any of 
its full-time workers must oft the e contn'butioD to all of its full time 
workers. Si.m.ihu'Iy,.a ~'~,erlJ:l8~; ante to any of its. part-:tim:~o.rkers must 
offer it to all patt·tiJne:w~r . ,'(Sella F_ce ComDllttee qwrman's mark.) . 

o 	 Indh1rJpal SubSidies. ;~F~I tho~e individ .. ' srecefvmg covera,e,,:~9gh an 
employer, tbefri.ndi~dU.,·aJ/ ~eWD.iJldJ C3P.ped at 3.9 percen(~r.Jncome. based 
ona.s~cfu.t&~~~,~~ ~~:150.per,~~~:.r1.)Q .~~~The 3.9. perce~t.FlPJ.:ou,Id ~pply 
to any:sh!lfed;~~pI,~e~7l~.xn.ploye~ ,if:C>~tr.ib ~o~,s~~e m w~ic)l;the~ployer' . 
peysat ',least SO'per~n1.~f the pren.uum:_ ..t. IndiVIduals WIthout, employer . 

:V~d~~1:;~Ysu~jJ(;t:::nS:e~C::-~:::':pf~y~O!:~~t~~%:~~ 
wag~ ;W0uJ,d h:~v~ cap6edl'i$employ~r'.;:P~, entJ't 19.~J:~~t:~f f:h~::WO~~s:'~ . 
wage would pay,uptb 13.9,pereent of~'m. e,on his own uisurance~(10 ..... 
percent + 3.9 perCe.bt).· -, ,". . 

o ' :rD,mJuut As~...mk. •,Asp~~edfor·i1!-J!SA;a I'ational per capita bas~e,
premiuni\;~efwbwd:be ~llsh.~(I,"8Dd,:;,i'~juSt, fot,cach beattb ¢a!ceoverase' 
,~~ To the'eX#nt ~mmumty~Jed~planstJ[,. _~~r.target,~cy,we~d pay an 
assessl11~.nt ~:n'~eexcess at a rat~,,~~~~, p~r~nt. ~, m HSA. ~e ioiti8l}tai:get~or 
commuruty rat~o plans would be,estabbshed tiased n, current cxpenditurcs.:J'The 
per capita target for both community rated and rienced rated plans would 
increase at the following rates,~eept~t the targe for experienced rated plans 
would be measured on a three~y~~ro11p1& 'average • : '. . ',' . " 

~ " " ',' 

1996: CPI + 3.0% 
1997: CPI + 2.s~ 
1998 &. beyond: CPI + 2.0% 

',,' :." 
;. .0,;, ,., 

http:assessl11~.nt
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--------_. 
.,.., .... _.... 

o 	 MinimizJng Federal B.Ws. After the 'Uon period, subsidies would be based 
on target arowth rates, no actua1 _lIb+1.o This would tmSW'O that premium cost 
inczeases above the target ate wo be bome by indiYiduala and businesses, not 
by the federal govemment. 

o 	 EAYGO Qfi'sets, 'Ibis pro sal' cludes the HSA cigarette tax aDd the . 
approximately $70 billion ill year Medicare cuts included in the Senate 
Mainstream proposaL 

o 	 Insurance MarlW--Retflanl. . unmce market reforms must be modified to avoid 
adverse.selection. Modifi os include allowing both age adjustments for 
community rating (2 to 1 ge hand) and 6 month pre-existing condition.exclusions 

Firm m.c threshold for community 
rating would be 'ted d from ,000 to SOOt Firms.with more than 500 employees 
would be assessed 1percent .ayrou. All firms. teprdless of size. would be 
eligible to< ertJpl. subsiclies. 

o 

o 	 :Benefits Pac~ Actuarial' eq' ent of the Blue CroSS/Blue Shield standard 
option. ~ no outycar exp; 

1m the currently u.niDs 

o 	 Medicaid PO,pUJation.. Integrate 
. manner'sil:n.il3t to lISA.. Assume' 
pr~um .f:Bfiets DUtlined above.,

'C' '.' --'1-:.. '" ': . 
o ·Otber ProyIslonff. For llon-del~ 

aw~ 	 . , 

edicaid population into the be8Ith system in a 
reimbursement gro\Vth rate consistent with the 

d provisions, assume Labor ~mmittee 

' ..' . 

. 

! 

.' . 



~vvo 

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



14)007 



---------

________________ _ 

I 

t4'~1_.·'!Zto_.____..____ ~~___.. ___.. 

FAX 
. DATE: T.IME: ----
TO: REClPmNT: J3pp j?,;, sc:..\yoyV 

ORG~nON: 

FAX NUMBER: ___--,-.-----

FROM: PERSQI'f SENDING: .Jdon th I~ 

co~s; ·~·GL~';~(!o t ~\ ·~i~ltn!.. 

"'" , ' . ' .10 "M,',,+¥,'.;~~~~ :~'.~. pfZ?,~~.I.\.: .: 

G~#LI)~(~~«S,rulOlllho' 
~\. ~';' We'GUill Ako tx~ .10·.·· 

'1* ~p">~~.:.' Mo .tfWe. "l"ho!:h? '10 v 1m ie;kt 
(~n s\ Y-ba-\:\s. \v") ~~pt c..SJt '0 ~t jb()t 

~ 2\ip,'hJ \o"m,\OVJ 
-:, ' 

f·; . . ,~. . 
' .. ,.., .. ",' ... 

" . 



WORKFORCE/GME/GNE/AHC/HEDlCAL SCHOOLS/HEALTH RESEARCH 

~itl8 III, Subtitle A - Workforce PrioritieBunder Federal 
Payments 

A. National council r9qard1n; Wor~force Priorities. 

National Council on Graduate Modical Education. L Sec 3001 

o Appointed by the BBS Secratary
* 0 Composition. 8i~. 12-18 member. 

- one quarter! consumers, at loast one rural 
- one quarter! apecialty physicians who are faculty of 

medical schools, specialty phy.sicians not faculty; tEOs of 
teaching hosp~tal8 . 

- one quarter!, primary" care physicians who are faculty of 
medical schools, p:d.mary care physic:tana who are practicing',
but not faculty,ofmedlcal lIIebool.: at least one rural 
physician. ' , " , ' , 
- one quarter. officers and employees of health plans,
officers or employees of purchasin; cooperative•• 

- Ex'officio memb$rsl pther federal officers or employees 
o Definitions I' med,lcal 'school includes a Bchool of ' " 
osteopathic" ~.tctne. 

B. Authorized PC?~ltions in Specialty Training 
. ",,"'t·',' , 

Approved physician 'training programs. L S~a, 3011 
, -:'+' , . " 

, . , '. .'t-'1f..~:~' ; . '. . • '. ,: _... • .,. . • 

O .:.Iefinltlons -.: ,'" :', ',' '::. "" " u " ,. , ',' ,,~,~ 
·... appro~"d,,~,phy• .tc~'an;,tJ;.in1ngprogrl.m ' :", _ ,

'* . - qualified .apPl..lcant:, entity that >tralns individuale in' 
an approved phYsicl~'tralnin;progra.m,'and receives paYments
under Parte,' . 

Ann~al Author~iatlon ofNUmb.rof:~pecialty POSitions,
Requirements regarding primary health care. L. Sec 3012 

o annual~u~9;lz~t~~n'of~n~e:rof pos~1;1ons .. . 
'* opriinart:;~l\~~~;~; ~c;a;-e';' ',::.~t:.he~8.'~icnal ·Cou,neilsball.ens\1re" 

~~:~~e:"'~,:~J~:~';;l~~tt~1!:1~g~~:~:~:!rc~~:~t;O;O!2~~ig!~~e 
.·;:~c:~::%,u:~ft.~:~h~:i!:8~:h;tO~d!~Ie~~,S~:1.1';i~lr;~~q~a:s in 

primary·healthcareand does 'not subsequ~~,tly (within 10 
years) ent,~r;,}l, Jlonprimary care training program is not less 
than 5Spe~c~nt,:(w.lthout regard ~o ,t.he;'aci\~emic year in· 
which the'\m~era'of the class complete the·,.programs) and '. 
the percetnage of such class that completes elIgible 
programs in nonpr1mary care specIalIties ia not:more than 45 
percent (without reqard to the academic year 1n which the 
members of the class complete the pro;r~.· 
o percentage applies to aqqreqate, not individual proqrams. 
o designa;tiona reqardlnQ" three year periods 

~ .'" . '-,' .. ,·~-··-::·t"~~~,: 

, 

.."·,·1 ...' 
f 
'':. 

.", •,'~~~;:~' - ':" 
, ~ ~.~ ' ... 

~-. , 
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o consid~ration. in d@slgnatinq annual numbers 
- factors to consider 
-' recommendations of private orqanizations 
- total t -bears a relationship to the f of graduates" 

o interim voluntary tarqets 
D study by 10M, not later than 2005, of effect this program. 
D definitions , 
- primary health care: family medicine, general internal 
medicine, ;.neral pediatrics, geriatric medicine and 
obatetric8 and gynecology.


• - medical shortage specialties or proteeted medical 

specialties, as designated by the Council, should have 
speeial trea~ent among those,nonprLmary care speciAlties,
such that their number ahall_not be reduced and may even 
increase, a8 directed by the Council. 
- only thoae participants in programs with a significant
primary care training emphasis will have completed train1n9 
in priDuu:~y care. 

Al.loc6tionellmonq specialties and programs. L Sec 3013 
o advance notice 

e init;al period 

o certain'consideration. 

:qeo,graphic .. 
- under~epre8ented minorities and women 
- under-served rural and. inner-city communities 
- .r~~QiDmendations of ,private organizations 

c. Costs .~~ ,riE
, ' .. 'H : .~~ :;- ,5" O~?::: #~ , 

.:red'~alto~li(;:payments ,to ~m,",1 ailfie,d,' entities. L Sec 3031. , .. '" 
: '0 in ';en~~'al', ,", .~~ ,.. c payme~'t~" ,for op!3rat1c.:.n of, ~pproved physieiantraining 

proqr~ni~.~',:,.-:rThe purpose'of,paymeh';s i8 to Assist a qualified 
appli~an't~:,W'i,t!l, the <;os~8ofoperAtion of an approved 

.'phy'8icJa:fl,~;~rai;ninq program.:",(CO we want to speci,fy more?l' 

.. 
o q~ali-fiea,applicant definition . ' 

-!n,ge~eral ,,' 

-.~lngl~~te.1 ,·resi~eJ)t" ,trainingproqram, "teac:hing 


.hospit.~~·'iJ~~,$~ieal 	 ec::ho~t,>~'g,;,oup: pra,ctlce, an /en.~~ty 
representin~,. two or more -partiea engaged in a formal ' 
a8soc~,~t'!:oni ,a "cornmunitY,',health center or anot.her entity 
op~ra t-lilg',an' approved physician training program.,· 
.' .. '., ~ '-'~, I'~ ~ . '.' .' , 	 •. '~ 

-ApplicZltiol;1 :f~r Payments. L~ Sac 3032 
o in veneral 

·0 	cert,ai;n el'ltities J written agreement. among all 

pa.rti'cipants" as to payment' alloeation 

o add section that stipulat.es that -resl~eney training 
program directors will be notified by the institution in 
which they reside of the amounts ot GME and lME funding
received by the instItution in association with the number 
of postgraduate trainees in their program.- , 
o def~ition of residency training program director • 

." , 

, '-i"J~" 

http:stipulat.es
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Transitional Pa~enta to Institutions. L. See 3061 
o payments as grant, contract, cooperative agreement. 
o 	eligible entitiea 

- reduces number of opecialty positions with respect to 
number in 1993~94. 

• 	 0 application for payments, These payments should be based 
on the historical &mount GME payment., rather than the 
national aVGraqe per ~elident amount. 
o 	amount of payments 

- annual phaull out ovw four years; one quarter leal each 
year. . 


• - in urban or rural.underservedcommunities,· where the 

Secretary' has determined that there would be harm in terms of 
access to care for the communit,y, if residents were not providing
services,eltmSnating the phase out- or redueing itl pace should 
be considered. . 

Jlart 	2 Institutional Costs of Graduate NUrsing Education 

Authorized Graduate Nurse TrainIng Positions L Sec 3071 
o 	definitions 

~ gradu~te nurse training programs include I nurse 
practitioners; nurseanestheti8t8~ midwives; clinical nurse 
speCial,ists. 

Applicability of Par~ 1 Provi~ion8. L Sec 3072 
'. oN,,~4ol1al Coun~il eompos~tion by PHS Act sec 851. 

• o.allOcatlonmethod needs to be workea out. 
ofund.1.ng,'· .'~200 mill each year. 

Pa.rt.3;~~~~t~d:p;,og~aml 
, ;"\""'~''''.:"~ i{.,<:, ~";.",, .. ":~. :;:1.... ',,';.';. . j'.: 'w,:" 

A. Workforce Development 

Progr'ems'o'! Secret&l:l' ~s. x, 'Sec 3081 
:o·,~FlincU.nq: '199S-6 -$100. mill/yr: 1997-2000 - $150 mill/yr 
"0 pr~ry:care physlC:1a1'l..·and PA training 
o 	und~rrepresented raeialand ethnic minorities 
o .;expanding .r:ural healthearears 

. ' 	"o'\'n'·u"·... s·>le·P·.:~:..:;..;to·;·;,;.;·,;".g' '.' , .. '" .,'. >•. '" ' 
" _. ." ,~ .J'~~.~~.lu.II. -:. .~, .... :-~:.< ':". -.-1*,.... • .. . 

, ·':c"·:l.napprop:rli~a:i,pt8:ci:fc;.•':barri.r. ;';'. 

·0·advJ.eoiy.'·board on health. care workforce 


'~~~!~:~i~~~gi;m~~ eXlltl~~·'pro9ram8· . 
omental retardation. and other developmental disabilities 

Programs of Secretary of Labor L Sec 3082 
o . funding : ·$200 mI11/yr , 
o 	retraining.programa; advanced eareer positionSI workforce 
adjustment programs' 	 : 

:Redeplo;imentof Health Care Workers. tr Sac 3083 

13.; !rransitional Provisions for Workforce Stability 

• j •• ',::.:" • .r..; ,F," 
'< (lo.', ,..,:" 

~..:~ .....: ," 
" 
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Application L Sec 3091 


Definitions L Sec 3092 


Ohliqat!on. of nt.placing Employer L Sec 3093 


Employment with successors L Sec 3094 


Collective bargaining obligations L SQC 3095 


Subtitle B - Academic Health Centers 


Discretionary Grants regarding AcceS8 to Center. L Sec 3131 

c rural info and roferral centera 
o urban and rural araas' 
o authorization, 1995 - $3 mill; 1996 $4 million; 199'-2000 
- $S million 

Subtitle C - Health Research Initiatives 

Part 1 - Programs for Certain Aqencies ' 


»1omedical and Behavioral Research L Sec 3201 

o f1ncUnql" 	 , 

• 	 0 availability of fund. 

~ ~.,SO ,pe.rcen~ of premiums, 20\ for ABCPR 


Expenditures!or Health Research L Sec 404F 

,. ' 0 20,' for AHCPR. • 


~ . '. 

Health 	Sert1c:esc'i~'~earch L Sec 3202 ! '. " , 

, • 	 0 secti~n; 902. ,(Why not change language of Agency for Health 
pOlic:y a~d R~s~arch he~a)." , 

Pari.2 :rundirtq ':ft?r;:~~oqram ,': ,', 
" 0 Health' Services 'Research, 1995 -$150 'Ddll; ,l' 996 - $ 400 

mill; 1997 $500 mill,199S-2000 $600 mill • 

• :;:;. <. 



Annual Amount of ~ay.mentl L Sac 3033 
o 1996 - $3.2 billion••• 2000 - $5.8 billion. 
o Per resident amount. 'five year transition to SO/SO. 
o Inflation and waqe/waqe-related coato adjustment. 

Kedical School lund Account 

Federal Paymsnt8 to the Xedical School Fund L Sec 3041 
o in ganeral 
o trust fund payments to individual medical achools will be* based on enrollment ai of 1993-94'for 15' of the fund;
research for 25' of the fund. lach medical 8chool will have 
to' demonstrate that that portion of the fund allocated on 
basis ot full-time equivalent students will be (has been) 
di"1ided 50' f.or pr.imary car. ambulato:r:y trainingJ 25' other 
ambulatory caretrainin~u 25' for the general support of 
primary earedepartments and d1visionJ. 
o Of ~he sot of funds for primary care ambulatory training, 

. per capitA payment I should be made by medical school; for 
off-school education (see Sec 30S3 of Ed and Labor bill). 

Application for p~ynien:t8.L Sec 3042 

Annual Amount of payments. LSGe 3043 
. 0 ~996 ~ $200 mill ••• 2000 -$600 million 

'* 0 Arriount for· I]\dlvldual 'Programs. . 
- formula, . three-fourths on enrollment 

one-fourth onrasoa:r:ch·· 
. :' .. 

Academic BealthC~nt.er.~, 
.' rO) " 

Fedaral Formula pay.t)1~ts:, to ABCI. L Sec 30.51 
* 	 0 in general : needs.. 'too be adjusted t.o include Schools. of 

" Denti8t2:l"/andS:chQ,bl.iI<o~Public. 'Beal.th, " .. ~ ,..' .... ~. 
o di8tribution.~of ,fundI. \~O high.lntens1ty,non-teachinq ~ral 
hospitala' would 'be 'according' te) a.' fomu~a .based on the.'cale 
mix index and Would result in an ln~rease in payments of 
appro~imat8ly ~ive percent. ,.'. . ... ' . . 
o payments "for' cost•. at~ributable ;to.\A,cademic nature of the 
.!natitutiona • '.' . '.. . . 

~eque8ts for Payments L See 3053 
o 1996 - $6 ~ 28 bill1on••• 2000. - $10.64 billion. 
o formula. for individual institution. 
o modifications in formula. report to Congress in year 2000 

D. 	General Provision. 
..Definitions L Sec 30S5 

E. 	~ransitlonal Provilions 

: .'" 

.~ 

. " 
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BENEFITS 

~itle It Subtitle B 

A. Value and Structure of the Benefits Package 

The value of the standard benefit package would be equal to 
the actuar~al value of the Blue Cross/Blue Shield standard option 
under the Federal Bmployees Health Benefits Program, adjusted for 
an average population. 

Coat sharinq arrangement. would bD specified by ~he National 
Board con8i~tent within the following statutory requir~mentl. 

o Cost sharin; may include co-payments, co-insurance and/or
deductible amounts. 

o Clinical preventive services must be covered without cost 
aharing. 

o There would be at lea.t two cost-sharing options for 
certified standard h~alth' plans. 

I ";,. '"..' •• 

o In' add!tion. there :ishoul~~.be, a very high deductible 
·a~t~~~tive s~andard.·'!1ealth .plan deSigned \fith. in the 
foll~g guidelines, , ltmust'cove.t' all 16 -benefit 

. cat~~c~~~8' -it, ehould ,n~t~b,~; ()ffer~d through ~plq~rs;
insurers. offE!rlng ,:th111(~p~a~'h,::$.!l. a community ratin~t~ar~a must 
also' o,ffer acommun~t:i~~A_t.·~!J~/.B.tandard plan in that .,;are;a; 

" enrollt:ie:s1F~lectinqth1s;,~,plan ::should be inclUded '1n."the' , 
commfinr:t;y;~::.*,a.~~n;,~PQ~,];;lf.~i":;;'~~8:Jlq.~rd .plans . and :8~oulq ::n~t.be 
able ",tcf'add: ;iupplemerital~t'polie~es • ' .... , ,. , 

".~ . .1:~.1~.-~>.,:'~ ,1..':',,:, .'~"::', ~'~,~,A:~~~:~.>, .... '><~_:',' ,,", ,,', , 
oAt, lea,t,'-one he)tlth.plan.:w:i;tb· a po1nt-of-servi,ce.'option 

. 8hould.::be ':qf1erec1.by :,.~~.;s,.~l~-insured employers a~d.al'l 
healt~.}~.n.suranee·p~rch~,s·~ng :~·ooperat1v.8. .' . ' 

..~f}.~:!;'. . . ,- ,-: ,"; . 

o All plans, mu.st ha~e an,·outof pocket limit of no m~te than 
$2,500,i.~er.\.tndlv~dual.~~: "~,.QP9 ,per family, except the very 
hi;h"~:~~~~q,~t~;;e·, .• ~ta.~~~~}':,';;:r~~~andard. :plan~, :. i.'" . 

, " ~ . .' :~;~«<.~'·~1.~,V;\\1/.;~;"" ': ,:~ ," ;. ~i::. :..~ , : .~.~::~;~~' ::~> ,: :. " ,', . . " " : '.' ," ". 
o Lo"'·~l~:c~e':-lndlvidual~,·:and:'-f.!unille.' would. be al!g!bl~ for 
:r:educ~d. :'C08~,.. 8ha,r1ng· at· pe~~~n~ageIBp8cifi9d in sta~ut. to 
assurf!'":affordab18·access>,to_;'~are. Indlviduals/fam1:lies, w1th 
incomes belo",poverty would pay 20 percent of the required 
cost sharing, Individu'als/fa.miliea with incomes between 
lOO-20Q pe;cent of poverty· would pay 40 percent of the 
required cost aharing • - . ' .' 

..B. Covered Services 

Health plans would be required to offar the same set of 
covered services. Cateqoriea of covered services and,~quipment 
would be defined in IIItatuteas follows. 

" ~ ~ " 

http:qf1erec1.by
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1. Hospital service., including inpatient, outpatient, 24
hour III dAY hospital amerqency" and hospital service. provided for 
the treatment of A mental or substance abuee dilorder. The 
dlefin1tion of the term Glholpital- would be the lame Aa in 
Medicare, with additional r.f~r.nc. to facilities of the 
\t.nifor.mecl 8erv:ices, Depa::r:tmen,t of VeteranD Mfa1rs and Indian 
Health Service. " ' , 

2. Health professional ,services, 1nclucllng inpatient and " 
outpatient services and supplies {including drug. and biologicals
which cannot be s.lf-administered. Health profe.sional services 
zeans professional services that are lawfully provided by a 
:physician of' another permonwho .1.IJ··,legally authoriEed to provide 
such se%'Vices :in the State if.1 which the services are provided. 

3.!mergency and ambulat~ry medical and surqical services, 
including 24-hour a day emergenCy sservices, or e.JUbulatory medical 
or surgical services. . 

. ... Clinical preventive 'services , lncluc:U.nq services for high 
risk populations, age-appropriate 1mmuniaations, tests or 
cllDician ,v~.I'i..i:tsc<?nslste~t with any periodicity Bchedule 
specified by the' National·'X.alth 'Soard. 'The National Health 
Board would,be directed toc:,onsult with appropriate government. 
agencles,,~sk,.f9rces.&nd'profeseional groups (for example, using 
recOmmendat$.orisof the·'a4,v.1so,rycommittee on~ImmUnizatlon 
Prac~~eesJ ',the ,OS~':i:eve.nti,v.e :Se~,$~es'la!Sk .,oree, and for 
chflc1ren,~,;~th~ ~erican:;A~~4¢mY()f'~ ..Pediatrics) .~. Special .' '.' 

;con.~iq:erat'i~ri;~~.h9~ld.J'~e·:'g~Yf#1 ·to:,:S'f#rv!CEiS for women; etlildren and 
~~~~abl;~{~fr~a~f:°~:~'~~:"':'.',::?r':~i'~~/':'{~~:::;':~', ,. '. '..'" '.' 

.... '. ,5 •.Mental'i'llness, and>:substance abuse' services. Mental 
'111neBs,~n~'~5~)lb,stance; abus~; ,ld,$;Bo;qerB would be defined," . 
, . res.Ptl¢t~;ve~y,:i:~as'th~.ife/~1.~.'~,ed·:·1r.l'.tche Diagnostic and Statistica,l 

.Me.hual o'f~Kental ,D!a'ordersl""6uithEd!tion or revised version"' of ' . 
- .... - .....ua'l.' , ",', ""., ", .' , ,,"" ':"

8U~ 4M~. . . ·w-:;~.··"" ; 

, ,:" .' ." ..... '. ' ..' ...: ..... ~.' :;;W:~!i;', . .' '.' . '. . 
'., ;":~~~i,O, 'l'h~~:11~tI.9P~l;h:JI!~{~~~~~p;oard:,Wpuld,be .4,irr;~t~d to define .. 

menta1iIlne8.'\1aria{~!~Ua,8wt'anCflf~a))uife' r'service·s':,so'j,.'i;' ~'to ,8ehieva ".,,'.
parity wi~n!f:;;~~tiJ,:~~·~~t!;9;~~;q~h.~:r :~e:c1icat'.~ondlf,io~i: and'":to', deY~.top
standards ,for,:~the·'Jl,pprop~~.t.l'I\anagement .of these, benefits. Th.B 
term pari t:y:~earil"'7p:rbv:l,S,~o~~;' of m~d1cally, nec,ssart 'or appropriatB 
comprehensive, m~ntal' iII,nessll and eubstanee abuse'lnpatient, '" 
outpatient, resldential"and int.ensive non-residential services, 
80 815 to 'ens\1re,that.arbitrl1ry day or "visit limits or cost 
sharing reqU1t~e'nts,',w~'~U~()"ot,~b.e i:\.pplied t.o mental illness and 
substance abuse lervi"ces:~':the.t'·are not applied to,:au:~dlcalhealth ' 
services. Such services Bhould'encourag-euse of outpatient. 
treatments to the greatest extent possible. . : 

o If the National Health Board determines that immediate 

parity cannot be .achieved.'w!thin cost constraints, it may limit 

coverage for hospi:tal' care, provided thatl ' ' . 


. .. ""_~,'~.,"\/j~'~:' i' .' '. ., ',< , '., • 

, , ;ii., 
1'-' • 

http:lncluc:U.nq
http:r.f~r.nc


1. The limit i. not set below 30 days; 

2. The Board ensure ~at public and/or philanthropic 
funds are available to pay for medically necessary 
hospital care beyond the limit, and 

3. The limits are lifted no latar than January 1, 2001, 
consistent with the prooedures in sBction 3510. 

6. Family planning services and services tor preqnant women, 
including contraceptive drugs and devices dispensed by 
l~reecription and subject to approyal by the Secretary of HaS 
I.maer the Federal Food, Drug' and Coametie Act. 

7. Hospice care services, as defined in Medicare. 

8. Horne health care services, as defined in Medicare with 
limitations such that these services would be alternative of 
;Lnpatient treatment in a hospital, skilled nursing facility or 
:r:ehabilitation facility and would be reevaluated after each 60 
d.ay period..Coyered services to include treatment as a result of 
.illness,inju~, disorder or' other health,condition. 

S. Extended care services, as defined in Medicare when 
l~rovided in Inpa~ient skilled nurSing facility or a 
~t'ehabilitation '.facility as an alternative t<:>p inpatient hospital 
l!Je.rvices •. Cov~red services to ,include treatment 8S IS result of 
:illness, .inj~1' ,disorder or' other health condition. ,

" " "-.: ':' .. "'-:<~<3~:>~'~:;~:,'" ';. " ',: ;,... ,,_~'''' _* r~ .• ':,.' • ," . . 

,,10 •.<,:J\mbullUj'ca; servlees."providad by 'ground, ·...irorwater 
tranBp,o~at!o.~~sin9 equipment for transpo~ing injured or s'ick 
indlviduals/~'onlyif ·indieat~d. .bY the medic~1.,·condition of the 
;l.ndividual ',o:t,-:~1n cases in which ,there is no·' othermathod of 
·transportat~~t:l<C)~ .w~~re use of Other methods" :1s contraindicat.ed 
Jby the :m.ed;i~.~'f·;it~o.ndition. "; , , . '::. . . ".' '. . . 

.\,(" ~', .: -\' .. .. 

11.OUt~~lent laboratory, radiology and diagnostic 
serv.lees,: ·P~9v.1.g!c:S upon prescription toin~iv~duals who are not 

, .1npa.t-ients:~C)f)~?lj~sp~tal, ',hospice, . ekll1ed:rnlre!ng .faelli ty,or 
reha!;lilitation·'.if~c~.\1ty. .', 

•.... ''_,·... ''''··,(is(:, . ',::.. : 

. 12.OUtpa~'1~nt.prescrlpticn drugs, home infUSion drug 
'therapy and "biologicals, ineludinq acc~s&orles and suppliers used 
directly with drugs and biologicals, including any use,appro~ed 
:by the Food Ilnd., Druq Admini,stration or if c1ted in the American 
'Hosp!tal Fo:rmul~,ryS.e:v!ce~Dru;., In!ormation, the Amerlcan Medical 
.~sociationDrug·Evaluations', tbe United 'StateD. Pharmacopoeia
:Orug Information and other authoritative compendia as identified 
:by the Secretary. Blood clotting factors would be detined as in 
Medicare. ~he Secretary of HHS may revise the list of compendia • 

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

-,"";- .. :. , , '.: .; : ....0>1 JH 

,./... 

http:contraindicat.ed


~'_Q::!:"""""'Ir" 
. 	 V'·!D·Q. ~Q.~~ 

13. Outpatient :rehabilitation services, J.ncluding Outpatient
occupational therapy, outpatient physical therapYI outpatient 
rftspiratory therapy; and outpatient IJpeeeh-lanquage pathology
sE!rvices and aucU.,oloqy services as a result of an 111ne8s, 
injury, disorder or other health condition. Services ahall 
include a rang_ of IfU!vicGI designed to restore or maintain 
f'lnctional capacity or prevent or minimize limitations on 
physical and. cognitive functiOns, including attaining new 
f'.lJ'lctional abiliti.s at an age....appropr1at.e rate. The need for 
continued service. would be reevaluated at tho end of each 60 day
period by the paraon prtmarily reaponsible for providing the 
oo:rvices. 

14. Durable medical equipment, prosthetics and orthotic., 
a:nd prosthetic devices, including a'ccestJori08 and supplies used 
directly ~ith 8uehequlpment 'or devices. Co~erage includest I)
repair and maintenance of such equipment or devices; 2)
replacement when required due to 1088, irreparable damage, wear, ' 
or because, of a chanqe in the patient'. condition, and 3) fitting
and training for use of thaae items. Prosthetic devices are 
devices that replace all or part of the function of a bodyorqan, 
or~hotio devioesare those accessories or' 8upplies used directly
with prcsthetic,dev.tees to'achieve therapeutic benefits and 
proper functioning;: orthotics incluQeleq, arm, back and neck 
braces i ,prost.h,e,tica ,include a,rtificial le;8" arma, and eyea. 'DME, 
",'Ould be defined' 'consiatent with current Medicare coverage 
pol.1ci4Ji. -';':'~ " 

\'. 
J' 

'lS.'VJ.;'.1on' ¢ar~/hearin9 aids and tientaleare for 
j.ndJ.y1duals:dmder.l:\~~,,'yea:rB,of:Alge,.tneluding, eY~,91~8ses, ", contact 
lenses.,- ',eme#ge~~Y':C'4~'n't,al 't;~~tment" f~r acute".;inf,ec,tions,' bleeding 
'ftna:lrijurii!.::to:tp~ev:erit riskS":tcf'llfe ,o~8i~fficaJ1t·.medical, -' " 
c:omp~1eatiO,n8,. ;pr~vention.nddiagnofli.o~:-:c;le.n~al disease, , 
.incl:ucUn9'rciut'1Jl,"~.:f1).ling., ::,prOithetics~or c¢onqenital, defects,'

" 	l?$:;,iod~ntal;;:~m,alnt,~nanc:. M4 ,·.ndodontic serv~ces),:space' .: ,'. ' ',' 
maint~nani::.f~pi~p:eau:res· 'f(f,;p~yent orthodontic ,'complications :':and,
:lhtercep€lve ,6:r;hodontictreatment 't'o'prevent -suaver., ' ,:,~~",:"", 
malocclusion." , 

" 16." Iny~s:*lq~t,i91l,l,-;trea.fment,s,.,ineludlnq ,routine care ," " 
provided, in '~r'fsearcK' tiialli<apprc>vedby 'the,' 'S,ecretar:y of mrs", J:he ' ' 
Directors ,;of 'the'NationallnatituteB,of Health ,'. the"Commissioner 
o~ ,the:;opod,and -Drub, Administration,' the,Secretary of Veteranlf, 
.Affairsr,~e"·seeretary of:Defanse, ora'qua11flednongovernmental
research entity as defined 1n quidelinea of the National' ' 
Institutes of Health, including guidelinea for National Caner 
Institute-designated cancer c,nter .upport grants; or a peer
reviewed and approved research program aa defined by the' ' 
Secretary.' . 	 '. " , .. 



~Oll 

In addition to the above service., health plans must provide
ec)veraqe for all medieally neceDoary or appropriate aervices 
within these cAtegories of services. Medically necessary or 
8J?propriate treatments would be defined aD those intended to 
~aintain or improve the biological or psychological condition of 
the enrollee or prevent or mitigate an adver•• health outcome to 
al~ enrollee. For individuals under 22 years of aqe, health plans
would be directed to give eon8ideration to age and health status 
to prevent or ameliorate the effects of • condition, illness, 
injury or disorder, to aid in the individual'. overall physical
and mental qrowth and development, Dr assist the individual in 
achieving or maintaining maximum functional capacity" 

Initial determinations qf medical necess1ty or 
appropriateness should be made betWeen patients and providers.
Health plans may make determinations of medical necessity and 
appropriateness and shall consicleri 1) any relevant . 
determinations by the ~ood and Drug Administration with respec~ 
1:.0 safety and effeetiveness;'2) any practice guideline. that have. 
been developed under seotion 912-0£ the Public Health Service 
J\.ct, 31 published. peer-:review&o.medieal literature; 4) opinions 
clf med calspeeialty groups J and 5) evidence 'of general 
acceptanee~n the,medicalc<;)lUi~ity. The. National Health Board 
l11ay prOmulqate such r&qulatl~na ;orestablish 'such ·gui~elines as 
lIlaybe necessary to establish additional criteria for the 
clete~.nat'i9.~ .of ~edical. necessity or appropriateness~,.,Any such 
requlatiQns' ,or' ~ideline& shall be eonsistent. with .~~s;i~Ct. .and 
shall,;pe:aDlt .• :h,alth plan. to\1Be the provid~r8. and:'mEith'ods that 
t.hlFIt, planc!~~~r.;tti~s. to be appt:o,pr~~te andc:onsistel1t~ Jiit!h.: 
J5t~~S!-',].:'~.~~t}lll~l;!:ty ..~ca~e·p~e.v!~e~that the. plan:.~~pl:y~,s: ,with , 
1111'.~pt.her ~prov1siQn. of thi'lS: .':Ac1:.',:,;,lnthe ,~abs.nee:~'9f:'.s.utficient 
.evldence 'to.;,make,;coveraqe d"t.~l~.tions,·· the 'Nat:ional:,";Seclth 
;B(,.a;i4j~.hall }x.;~coinmend t.o the' :~ep~,-t'ary .8pecifica.reiis:·:~~or which 
:prio:l:itl.e~.~,houl,({. be .give!l.~ ;0. ·und.ertake clinicaltrai~s' or . . '. t,,:, ···''''''''"''''··''a''·'l· l:o.' ' ...•, \ ..." .. ,..•." ... , .. '.'prac :...:ce:gu~ ,,·~e... . ':.. ,,,.',;,.t',,,,, .,:"., .' • .,,'- '" ';,.. '< ':\'i:;~':~~':~;~::.·\'~'~~~!'::' T". ,~",:~ - ,C':;; .+;:j 

C. !l'he Nationa·l·Hea.lth Soard 

.... ~';~.:,:;~~tJ;1,~.::)i~~A~~,~t}if1!althS.?~.~¢,- .:1n'consulta~,i,~n: ~.th. ·exp.r~: . 
g-r~ups',~ul.;~!"~b,!l!~t:,~.v.thorlz.~.. ;.~~'~~~l!'~~1.9ate . relirn1a ti()n.'.~~.', .' 
clarify' cov,er~~.~::@!r.vice.: anCl,C;~8~~$har!ngJ ,refina '~the.·81:atutox.y
definition ·Of:Dl4i,~U.cal, nece8s1~y .or. appropriateness; .develop . 
appropr!ata';8ch.~c!1l1e8 for;'''c~~eX'~ ..,iervicEts'; a.nd refine·:pol~ci•• 
reqal=:dinq cover~ge of Inv'estigatlonal treatments, 'Within the 
guidelines above~ The board would also be authorized to issue 
regulationato ~odify the categories of covered services and cost 
sharing that WQuld.oo into 'effeetunless Congress overturns the 
requlations by joint resolution considered 'under fast':'track 
procedure... .

• 

http:WQuld.oo
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QUALITY 

Without the Finance legislative language, I have borrowed much 
from the Labor bill. This section may need to be modified. 

Title v, Subtitle A 

L 	Sec 5001 National Quality Council 
o 	15 members appo1nted by the President, not FT 

one-thirdl h~a1thprovlders/qua1ity researchers 
one-third. consumers 
one-thirdt health plans, purchasers, States 

o 	Duties, todev~iop , ' 
.... national goals and performance measures 
- unJ.form"qua~ity",goaltl 
- liJurvayaof,'plM,sand consumers 
-eonfi:1Ul'4.~' ,:~~pqrt,:.Qards, ' " ' 
-.stabl!8h':~C2on~umer info/advocate (not in L) 
- establish quality .uo.provement foundations 
- evaluate im,p!ement&tion of this Act. 

J. 	 ..~ , 

o 	Staff .. 
, . ':': "";".,,:.., ~.. .".'" 

1.. See 5002 Nat!orial Goals:~andperf'omance !Heasures 
, '" oOutcom8sJoi>'hea·ltb'~1!18rviect.and procedures 
, ' ,- ".':;{O~£:'H~.alth':1(~,~~~£'!"on}:\. :">' "':.,~, '. . ' 

.. ::;:o:\·'PreventJ.Qn:,~ftdiliiea.eB and. ot.her conditions 
;:." ' '\'j~ 0', <!:~C.~8~, "'t""'"'are;~ilnd;~:4ppro,.p:r:t'ateness cfear. . 

. .., ",,' . 	 "', '" r . '" 'f'~.ftf,~~,,·,: 
Jc, 	 Sec, sooj:,;..~e~~:fg~~~~~,~:. ..... i~i~~;l~}r~i~~. ,'. '".; .... :~i;.:;:":~\" . 

, "'::\o}Aeee~&'\:A ""·fj'I~;.prov:fder:::to, p4ti6nt ratio's f";,;~:r . 
.,}¥~~t~ng";~: :Pj)i.'f;~r~*~r'::~i8ti!lnC.8;·' . ;V:'.: " 
.< .·\;:~1 ~,n1~y. ;;{~~ 'out~~ach. .' ", 

.·:~~~f~1wi!f~~pi:~~~~:~'f;;~~\/ ". .',' 

,~,', )',·~o:J>.ocument~Jlg _;,pov;i~e~ cr~entJ.a18 , competency . , 


';;'<"~ M_nag-' ."';',.';"'" , .n' '''1,1.~;'( ·~:flnancial:;;.lnfo" ...J,' .' 


~';';'~\'. ~tJtfl\i arut: :~ '! ef'OJi"'imon.tt:orlilq:,,;,\·t~~~/;~;~!>·:. 


,:,~,<,{~,;:~;~:"\{ ,,':' " '~ .:"l ':~. .;~;,~:; :~:~ i';,:?,' \~,'\<'t]t,;::, . . ,.' " ~:-¥':,:~~~t,~;::;, 
L Sec 500.4,;H~,~·1~~»~£!~ :D:!:~..!,:.{AA1."..t.~!I'~~~~~0t;1$~er 'SUrveys,"' 

; :' ;:~;~:i::':~d'i":~'~~~i~~~1~~~#~~~;~:t .,,·;;~~;:<\'~~~t~:' ,I' ," '. ',', 
L Sec 500SEvaluatlon' and ,Reponing-of QualltyPerfomance. ,"~' 

, " ,0 ~ual reports on plans by States 
,., j,:o, Consumer::a5~rt ,'Carda ' ..,-. ' ,", , , " ' 
, ;:-\»~:pubi.tc· B.va!labiilt:f of' Nat'lonal 'Practlt10ner ""'." 

"Data Sank c1au. '. . .. ' 
• 

L 	Sec SOOb.Development and Dissemination of Practice Guidelines 
o 	Advise AHCPR 
o 	Standards fer evaluft1:inq guideline. 

.. 	 ,~:~:' . 

~ . ',' 


~. + .~. 
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~vv.., 

L Sec 5007 Research en HoalthQUa11ty
o Recommendationa to AHCPR 

I, Sec: S008 Quality lmprovement Foundations 
. * 	 0 Secretary ohall select tbrou;h a competitive 

vrant making proc~81 one QIF per State or if 
States agree per region. 

• 0 111gible applicant.. add based in State. 
o Duties 	described I . 
modify la.tcluty,:noti~e to the State only 1f it

'* .11 determined that ,patients lives are in aanger • 

I, Sec .s009 Authorization of App;:rriat1ons. . 
* 	 ,0 Use finaneo.eo itee proposal and present cost 

of PROs.19~6, $100 mill, 1997 $200 Jnill: 1998 
8300 mill;, .1999 $,300 mill, 2000 $3.00 Jnill. 
.Natlona1OU.l:ity ..Couneil budget. ,:,T~. 

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

.;LSee·S012 InfoZ'Jl'lation on ..,Bealth;Care Providers 

:t'(;~l'i~?~'l~:~;~~~:i~J~~A~;'~:~'~"~;"'l~"';'::'~{: 1:~,~6;:'~~S ~~~~~.: . :,' 
co'8t'. ~·fth-'~·.':eff6~'cB~";tt.~di·:bli.i':ar., " . 

. " 

" .,'1 • 

National Qua11~ Council 	 none 
,. " . ' 'r.;'"'' . " " 

Centers 	for Consumgr $ 1.025 
Info.x:mat1on/Advocacy . 

State Accreditation, Certi  $ 1.3 ? 
f~cation, Enforcement and 
InforJDation Pr.ograma.· 

:,:~ 

http:finaneo.eo


Quality zmprovement Foundation. $ 
, 
0.8 $l.:~~. 

ACHPR $ 1.0 $ 2.25 )
• estimates, not included in bill,
** includes advocate and survey program., advocate program

funded by a 0.02' assessment on community-rated premiums. 

Sourca of funda for the Finane. estimates was tha Health Security
Trust Ftlnc1, which Was the repository for moat of the Finance 
Committee new, or.venue streame (a.g., tobacco taxaa, premium
taxes,ete.) The Labor C,OJlm\ittea made -authorized to be 
appropriated such sums as may benecessary- • 

.. 
, • '/.,> 

',,, .: . ~ ,~:: . " . ~ '. 
1, 

-;,". 

. . , .. \', . . ~. ~. ' .. 
'" I: i.1. 

!<," ..~ , 

i 
t 
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HEAL-rH SERVICES !'OR: THE MEDICALLY tJNDiRSERVEO 
ESSENTIAL COMMUNI~ PROVIDERS 

Title Ill, Subtitle B (Labor) vs. Title XII (Finance) 

o Creation of infrastructure development account withIn the 
Health Security Trust Funa. HaS Secretary required to deposit
$1.3 billion annually, adjusted for inflation, to fund these 
5,rograms. 

C~ Purpose of infrastructure development account 
. 

- to support certified community health plans and essential 
community providers with operatinq and capital funda; 

- to support developmani of community health networks; 

- to attract and retain more providers to underse:rved areal1' 

- to at~ul&te telemedicine demonstration projects for rural 
underservedareas: 

· - to fostere,nablinqlervices (transpqrt&tion, translation, 
.outr.ach~:·he~lth,.ed.ueatibn, case manageme",t, home visiting,
etc.) anti'·supplementalservicBs (dental, mental health ahd 

.sUbs~~pce;;;~use services) in undersu,lrvecl areas; 

·.....:~>~':.. \'~:.~>.'~;~,,-··:~',~./';::r.~·< \ ... ~: "" ' . . ':;:".~'!>',. ;..... , 


-,·::to\prp:v.~d..a; ~ew emphas.1.e on urban and .. rural .health. 

. . ~ ...,':'. ";;~t~';~{j ;4;·'ifr:~f~~t:~,-~~\. .' .~ • . .~ .
i 

o 	:EliSiJl~l':(,·' ··:~tlJl!.:'''··. ;., .:,': 
-: ::~ ·,~~~~~·?$i1~i!~~" I~~;:J~.-:~ '~~:-_.:t, , -': ,J;~::l . ~ ., t:,:/:~_~1;~.:.t • t' '. ,>, ~ ~r;,;'f 	 ',_ 

.l. ca:v~~~a :.n:titles as·'defined in secilon 340B(a)(4'f·of "the 
,P~blic H~a,lt.h ...:·Serv1c8 ·<A~t '"(? -except ,~hat )subse'ct1on '. 
.(aJt~')(l1.;t).:~and fal(7):lIhallnot app~y,~FQHCs,' qualified 
.mJ.g.;ant'l~d!commun ty:,health,cen:ters,. atc., '. 
: .:. '....:' ...."~:," ':'f'~" '~.,~~~:•.. -~~ t ' " ":0 .. ;': ~~ . . "; , ~.:.. ~ , ~' ',,' 

2. 	rurai'liea'lth center~; '. 
. " 

'>'/:.3.",::~- ;f1ed:;.l~c:=elf!!.:: ;p;r~I' .... ,_:...., ."'ii. :, ; .... 
.~ \:~~ '<:'~~ ~tt~ ~ ~ ~ J, ~! ;;t.;:. ':-::j:~ _:#})~. ~~ '. . : k·~';:L~'~~i~~~~~::fJ.:·:~:.. ",' . : -:'i;;.i~·"JJ;¥t:~.:: ~ . 
" 4.' 'f~~Y'~~~l1~g proyiders· and mat~rn.•.l and child hEU11t.h " 

block:grant.raeipianta, . 	 '. "c" 

: ',~ ~)'~~'~;:'~":~'·:··-:«Y)'~;;';:>'.' ., . - . ~. , 

S~ ':nonpr.j)flthospitals .and public hospital's', 


~: .. >' 	 ;t,!.. ' 
. ' .". .' 	 . 

6. public and private nonprofit community mental health 
· . cent.e.rs,' ~ '" .. ." 

, .:;" .. , ': 

7.rlinawal' homeless youth centers; 

B. 	 rural referral centers, 

9. 	State Dr local public health aqencies; 
, 'j t ,-	 ,~,,", .

http:cent.e.rs
http:outr.ach~:�he~lth,.ed


10. Isolated rural facJ.l'it18s; 

11. providers of service. in urban areas under Title V of 
the Indian Self-deter.mination Act, 

12. public or nonprof1tentitiesln nonmetropolitanareas
1n consortium of communt!~-ba8ad providers including at 
lea:a.t three of (A-' in or 3411 (e)( 7) • 

13. school health services site. 

14. other institutions,phYI.f.c.f.Bns, and other providers 
servic~ng a KPSA' or HUA~ . 

o Gr~nts and contracts for d~~.lopm-'nt of plans and networks'and 
1:he expansion and. developmen~of heAlth care sites and services. 
L Sec 3421.' . . 

t) G:r:ant~ .and contracts for operating a.~si8tanc. to certified 

,:olll'munity health :plana and community health networks; 


o ·provide loans, loan gu~r~~tees and grants for capital

4ilssi.etanee to these':enti'tie-,s"':L Sec 3441. 


'. " .' . .,":.'". ·'-' .. t.····· ':~ . . . . . .~.. . 

~f) Provide grants ;imd·~contr.~~sf.or ena):)llng 'service•.·and 

.Buppl~enta~ serv1¢ies.L 8ec<:3461.. . . '... .~ 


. ~ ~.<. ~ .....:- ,"J" .",,,-<·5-,~:~(!r:·<~'_ "~~:<il' ~~~~:~r..;i~;.,.~·~~,~-~~·-· ",' . ~ ,_~.~._. " . 


o~xp~d fUndJ.i!q~Jo';".::,t.he:oN~t4Q~al, Health 'S~rvice Corps. L See 
3461_,:' .•... ".:,'~: \'~' •.. ,' t';.'~;r~fi.:,.· . ' .•. ';'. ,. .... ."" . 

. " Provide·:·f~d!!n(t~~~or\,t.e~~~4lcine "demon'stratton proje,c~s •. Use 
. la~gl.1age .fr~ ·~~i.?~a~4 jb1ll':pii!'1~elemedleine~·~~': '." .,:' , .' : '-':'" ;, 

o "crea~'e .the"~~~r~l~~\~~:{:~~~::~~ss!~tan~ 'se:cret~~ f'oi:~~'ial 
'Heal·th,. ~ "-'~<,-;·\;,~~~~:4~\~~·-~<:.<~::.'~ .. "'·0 ~.,~ f: ' , ,,' ' . • 

. J.,', ... :' ·~~~:~-,(f~~fl:\;:~:;:·;'~;~::::;;,.·' ':. :._~' :!,:".~.;'._." ~, _" ': ~ ~~.~,~<~~:;. :".~ ~ ~1

o CertificatioD,'Of'e'ssentlaJ) ·community providers. L;'Sec 1682.' ':' . 

. :'J~, Healt~ ,.pl~C~¥;r!t$J~V~f~~ij'~:!'~~'~l!~!,~:tln; to eS..~;~r.'ti.~l ~9mD:unity . 
. ,providers. "'~t,;?;'lI~~Sec ;,::l'531f.!(~;S·~?~,''.':'~'''' ;#iii;\t,:':<'I'~:":; ,;~,z{~;;;: 11;, •. '. ·.,'ii';t{,,;. . . . :.~. ":":~.~":'y\~i<. :-:~:;?tf~:~~t\'''':'..:::~~,'·.:Y: '. ;' .: .~;;~:: ~.J~-:'~' ...~~t~:~:~:;"->., ..:'/, .~~Jt.;.:-. 


- Re111th...plaris ~should··,~e;::i:equiredt.C):conttaet:with more· than 

one ECP ..~",ea'ch·· ~SA .or ;NUAi if there,::!. <more:'than :one. .' '.' . 


, . ;:,., ~~~~;.: .::.',':' .<' '-":' :~:~:.. ' .'<:'~'~" <"';: . T_ ,.-' ':-~~~~-,:~~,:". ,:(.~:~~, ....... :~ ': I'
". .. _\[ • 

- Health plan payments ito FORes on reasoriAble'co'st .rates .' .. . ~ .. ' 

o The vulnerabl.e.~()1l.1~t.~?~;:"ad,justment paymentsproqram should be 
in a separate BEu:tir;mandt"jfJ,,11 depend9n the' fat., of ~the . 
d.isproportionate sha.re lDSH)? program., '." ". .•4, ..; 

. 

. ',' 

http:imd�~contr.~~sf.or


, .. 

x. 	 lnQlvidual Election to R~ln in Private Health El!n 
Managed eare plans that have, or would be 81iqib1e for 
Xedicare risk eontractB,:must offer continued membership in 
the health plan (with the same banefits) to enrollees who 
become eligible for Hadicare, and their spouse and 
dependents. " 

_ 	 Payments woul,d be made to health plan. on the same baSil as 
Medicare payments to ;t;1sk contracting orvanizatloDs.· 

. 	 ! . 

Individ~als electing thiBoption would be charged a premium 
by the health plan "qua,li to the difference .between the ~ 
health plan's, pra1um (a!1justed to reflect the actuarial 
differenc.between the Kedicare beneficiaries and. other plan 
em::olle!~;~\.an't ~e MecUcarlJ paYm.ent~oun.t. ' 

Payments ,uncier. th1asect:ion would beth.:sole Medicare 

pa:ylUent,: to which the benefieiary is ' entitled,. 


'1'1. 

- " 

. -: . 
," ."" . 

- .M~di~~~e~!!, ' . ,C::.f,Zl~~~.",~~l~>'h~ve tlu:~,~. o~tions to obtain 
, pres~l:.tp~:t,c>~:"" .~grc:oxer,a~e::,·£fee-for-se:rv~c:e t, a Drug ,B~J,l~~f,lt
Carrlera (DCB) ,option; "and'e.nHMO 'opt:t~n, effeetlvQ January
1 , 1 9 9 8 .,", ' ; 	 , .. : " 

$500 annual deductible;l 20' beneficiary copay Annual out
of-pocket limit $1,200J..n 199B. 

I 

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

- t,' 



Part B premium would be increased ~y 25' of new drug benefit 
COBtl. Xedicare would assume remaining 75\

Office of Technology Assessment would establish a 
Prescription Drug paymont Aeview Commission (RxPAC) which 
would report to Congress annually cn the operation of the 
Medicare pr.8crip~1on drug program. 

»rug manufacturer. would Sign rebate agreements with the 
Secretary in exchange 'for no for.mulary. Drugs ueed'as part
of HMOs or capitated drug plans and the working aged would 
.not ,be 3ubject to rebat... Rebatel for single source and 
innovator multiple source ,drugs would be 15'; multiple 
.ouree . (gener.i.c) drug rebate would be 6'. 

tmPICJUlE SAVINGS 
, . 

Spt!c1.f1c cuts to b. determined '. 
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DATE: _______ TlME: -----

TO: 
...... 

. ORG~nON: __~______________ 
, , 

FAX NUMBER:,_______--

FROM: .P~ON sENri,~G: -:IJan tb l~ . 
'oRGANiZAnoN: ,,'

':: I·~ .• {~. ___--:-__---~--

, '. ,.~i~()t;ptb~:I)~;~~;:·~:~~(;,: > .. ' , ", ,'~,: 
, '(induding'lhuone):;'r~',i''j:':'\ "..':", '~' .. "~; ." ,', ';, r ,:,: ' 

',' ,:', '.','." :':,';' -,:' ':" ,.~:''-f, :t::".".'. .,~ ;,:t,:,Ji:~J;.<,~:~·',':,i~:,~::1,~,-..l~.'<', ";,,' • /, ' ',2~, '~ ~t.,::, ' '--\:', \:'. i· . 

" - - . """, " "" "" "~':-~>; .. ~:''':;''; :- " 
COMMIDfI'S: :~. a.rlJ.' ~~:"fr- reyfB\ fX1"'\SIIl'll> 

. / ;'::)\~~l~t.: .:;'~:.~'.~r: .:. <""',~,;: : ';." .'.' ;;~'~r':'. 
, .;;':'iGt,k1k,'na "t;:Wb \1rts:"'1t~1"~~ I 'It'{6\··;·~;';,'

'~\~;;'*;bJe:~~k~bd 1l2; .. ' 
. !, '1 '$ 

,,1jt::~eS~;h,';ll&r.[w..'l~bo: ,19 ,611itrni&~ 

(~f)~ kkba.t ts. \V\ ~ cpttt,'·s),'o.tjb~t 

WWj ,:,Up 'b?,~,!,\SU,Ph' 
'/«1'\,< , 
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7. Bome~nd Community~lal,d: Long Te~, Prpgram 

A new program for individual. with 3 or more deficiencies in 
Activities of Daily Living (ADL), severe mental retardation 
or aavare cognitive !mpai~nt ... 

Eliglb11ity open to pors.ona of all ages and ineomes. 

Services under this program a~ cort81d8red a capped
entitlement to the Statol, not an individual entitlement.. . 

Federal government will ~k. qrants to the States to carry 
out this program, at a IUltch1nq rate of approxims'tely lS . 
points nigher than the PMAP (XecU,caid. rate). The allotment 
for, states must ,t~ke, .int.o account the percentage of State 
residents bflloW' thQ"pOve:t.y 11ne. ,. 

, ( 

Cost-sharing and deductiblel based on income of 
beneficiaries•. Increase top incOme bracket to 400' of 
pOverty, '!nsteadof",~~S.", and 'aposa 40' 'copay with $600 
deductibla.·' <S:upp:l~ental .inlur"nee 'po~icie8 that cover the 
deductibles )mC! :eopaYn'l~~ts'~ ,COUld; ]:;'* ',Bola; ..' .. 

... - ,'/" ... ~ :"'~;'J".::'~;'::"" ,;, " " "':-" '''. 
.'Jlli;s~~.rlce ·l;.QX;l;.IlLe .Federal 

'will'JiOt:be 
;~'1:~1". "-Kee11cald" ~. ' . 

.' or.>;the new. " 

,;tiN'.";",~."·,,'·, ~;;':' :"'·.~~:~~'f"i~~~:. . 
'T<,,".-:.-~,,"' erm eare .. ,'". 

. 'to offe'x",' 
.. J 

:.. :1,' ;:.;'''' ):<'. .... .' ~.';~~~·l~,•.,.~·J\lr.C;;;!l,'t.'f'\:r::".,.~~~~~':'.~r..l 

, ~'The benefit: . 

. 1998. with f.ull 


,, ':Stllt::B:~if~:;:Adt.~;:f~'i~£J:.il'Fto -<m1tlntilints' '~~:ttr ~; '. ..•. i ,', . 
~: pe1:~'Q~al~~(c'a" '•.'!1"W:1i'''~~'-·'S';8·i~na'~~c~)tn'~ty'r:E'6a<p";7gai~~r!~~·~f~) .~~ .~,' " 

" :,.;' .;'}"! "";'~" " . }'+"i~ ~:;t5,\ir~;'~:;'~~~~'H:~;td~~~ . . '.';;~,;,:;,:,::.i::·~n( . , '.' !"', . 

Kec11eAi~;::., .... ';'kn~1' :on.;t9~ 'ba~" the:. 'PrUnary'X~r&r"for;'dual;;' . ",,' 
.el.1g1b~~;·'f$;n'd.lv1d~~li-~'.:~:':· . ·.··yo;r.. . "1..' , . , 

L1Jn.tt the "p~re~ntagQ .of SSt clients in' the new program to 
aame percentage, of the 'total number. 

.1'" ~. ':)~;:}~:~ '"/',P,,.;: ~~::y,,~}}> ;~":.~~.t, ' ':~ 4 '. ~. 
%1. Lcng I!re.m care InsUrance Standu.'ds . ., 

Private 10nq te~ ear. ' insurance policiel.would be subjeot 
to Federal model standards to be developed by the Secretary
of HHS in consultation with the National Association of 
Il1surance· CoJDmissic:meri within. one year of enactment • 

'. -. 
• ,::-.,'!..,'.:' .. 
1,. " 



The Secretaryhaa authority, in consultation with NAlC, to , 
develop alternatlv8 requirements. Pendin; requlation, enact 
interim statutory requir~ent. s1milar to the Senate Labor 
provi8ions. 

Partlcipatin~ states wc~ld be required to certify'polic!ea 
A8 meeting new Federal Itandaras. 

I 

Participating atato. 8r.;&1110 nquirtKi to develop a long
term care insurance standard regulatory end enforcement 
proqram,wh1ch include. adopt1on o! the NAlC aodel standards 
and eonlilWDer protections"'and a prem!umrev1ew and approval
procesi •. Stanclards inc1;,tde,mandat.ory effar of inflation 
protaction .and mandatoryno~forfeltura protection. 

Certain marketlnq I coverage, and reporting', requirements for 
insureraand, agents \IIou1,1:1 be established to protect 
consWIers. : 

J:II. !fax Clarlflcat.f.ons for Long Tara Care In'suran'ee 
. . ! ' 

L>...·Vlll.'". t. ~nder:a long term care, insurance' contract 
101 ................ ,not}). " . uded ,in ,«aross .income , subject to 

• > , ••• ' f9;,~>;o~g t~rm care services 
·,,,treated"as .~·med.lc,.~· expenses.
: 'term :'carft insurance would ' . ,.,'" ", -. ' 

.- . 

'.. -," 

v. 
,/.,;;,;)1. " ,:', -:"",i' _.::- .' _ '_X',~ "," 

Hedicai4,'rilEu5 govern!ngcoveredservices, recipient 
~l1.gi~illty, ~dfederal/state match rate, would be 
retaiJ)e~~",to ,cover s!!t,ryicBs. not e~erw~se provided through
certified. health plans;.:Finance Comnlittee provisIon. " . 

, - The current flexibility provided teStates to determine the 
optional services and groups they cover would be retained. 

',. , 



Jli';.L»'.,'iII .;L ....... 


, 
Extend PACE demonstrAtion

i altai to 40. finanee Committee 
proV'ision. 

Jqote: Limited ebanges in' tbe exiat1nq Medieaid lonq tenn 
care program Are discussed ,in the Medicaid section . 
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o 	 Reduce the Annual lID.pltSl ~.t.1 leduce the 'UpdAte tOJ: " 
fnpat1ent ho.pItA! aerv1c.I~'.n additlonal 0.5 pereGfttag.
polntl in rY1987 (for a total of 1.0 ptreanta;a po1ntl) an~ 
1)1 .1.0 percentl;. 'po1nt!l 1n n un throygh FY 3000. . 

o Reduce 'axreentlror Rospltll C.2~1 rO%PPShOlp1tall, . 
recSuc:a the bAliecAP!.tal, rote fir ::r percent, reduce. 1\0Ilp1t&1
ape,c1U.c; CApital rat•• , by 10.41 pa,..c:lt~t; and Z'educQ tho update 
to the capit.al,ratas by 4.t:plrcent per year betwen "·lUI 
and FY 2003. Pat 8~ percent of capItal eo"t.fo~ hoapltab
aDelllospit.l Qn:1tl exeluc5ed;from PI'S for fi8eal yoare ltJ~ . 
through. 2003. " , ; '.": 

, 

o 	 'Re~1.o the 1l1I11r()o!"t!e,~ata"Share 01 itAl Ad uatmin ;, Reduce 
thQ current. Me 1e,ire cUaproport1unot.e ahare .u:iju.tm~nt for PPS 
hoap:.tcal. "holl the State·J.ft wh1eh thor 83:8 loca,t.Gcl e~ftloll onto 
'~hQJ;\8~ : "yat6f11,',!:>vJOperC:6)nt., .' . 

'0 ,'C3~~dU'~~C{'K.ec!~'~~i~:,t~~;ca~'i~n \(~:~~~ 49): .~t~inn1ft; with FY 
.~9J""gQr:ucar~ ,~~lt:l:e~'~a,e~~o i~)ctilqM! l'iiY.m~nt.8 .to boap1talti 

,.d1r~c:tlYilUld,:.tlll~.e_ct J,111 JiuUCe·. :c;ontrJ.byt.to~.1nt.o a natJ.oftll 
.', ·;s~~'~o:l;i:::,{~~~Q,cll~~'i~(~~ll~<¢~i\,~r.t~~t,~ t,~. ~ "11110.*,'11\."'·198 5 ,.nC1.. . 
. :~~:Sl.~'60~:l:in:l,rQn;~1n'~FY,!U9:7.·:'an4·irY:\,ln8;, &e 'iinn1n'_wLth " nit .': 
·.::, "".:·;~~e';~l1.Cs!~'Ar.;,~:~·on '", s.:~t~cn.:~J\!·~J\e;:RZ:!o:r: :Y~"2:':';~O:ld \iti~ ,!ner••••a 
'\" :r,:~~.d9ha~g.::;j,n~.,,;C<>. ~.r<J'r.te~'I..nd~x.:~:';, ":. ~". , ". .; . 

· f .':,:: :,\·.~:~::.ii~~:::~:t:;l«.' :,;,:~>::-"i.".~:; ,'~<;~:~~, ~ ,:i~/> ~:;~'~'::: ~.:.'7 r) " ~ ~ '::_~,<)::::.~~;~[:;·i.)/~.~::J~" '/, .';:' ., ",'-:.'-,:-: 	 .. 
;o.:	.. :'x:t:en(Jf'lO!U '. . . ' dat '~';'.:l;l..t1Un~;t.~;~C:,.tl~e~~up::th.t ' '" . 

,\,iWO~ ',. 'eu t.i:8:· :,,;S :~t",.otempoi'art:'~ : ·~ze:~exP.t're. ;-'*',,,,,.;,, ',' 
:'~.~.~:lt.'~;e.tz '.' o8."t.j~.r.i.e."":;Jc'~.'··.t:J;n'.::.': ".>%£1 filM.1.n:·::Bf.t:i.'.r.,t..'.O/1/§5.."I"':,I. .'i:;~:::ee41wl~tl~·':~'th'~'~i~ci )~h.' f4.;'/voul'CS,z.eihllt,~ft, '. 

• , ,,,' 'T .,:" :, ..~.,,: ',_,.~ '.:,," !t'::.r.,.,;:,'",tf;,.,." ... .\p."'~" "', , ~,: "':' . - .'1>.'."" ..."" .•./':" " ., ,",' :'/" :' •• "p' 

, ,.", .··~h.';"its,&1I'~ieul",11).911,,:~.;,£.?;eont.f~~~:~onof ..~ .azt~.:,·::;;It,l.:'!:;, ' 

". ' .... :..: 'eurten~ly·'ieltrtmatecr~:ibi't;:..·fl\.tillt.:/.t 100:; ·~<ent·tiof..;:,~. :;'aan·of'~" 


" ' . , " ',~e .~~atr.co~,t::eoat:~~,~!:~~~1J~~:"~~eom~l~~~~t~~'f~;~~7~7;~r~X<:;;:J~'>::' . 
, ..,;, :O,",.;Monq-Term"Cen::e Ho~p1tal'Moratora~I" ':Oh1b_lt.,nevlon.;:-tam,,' 
. " ".,;\;:~~:r::~,tI~.Pl~,~~:,,~~~~~,~~,~,~!; ~~~g;~J.~":~ i, fJ:o~,; ,~:~~,~::;\~.f~,~~~~~~~"u"~,,,' . 

"r .~' .n~~ '. ,et\~:,::::'tJ.':E~ v~ :'{)lj~?~;1 ':J~l'!1f:J::l;:.;, .::. ';;'t~·:~,;; ':~".;~/'~~~~i~~:;;:'\;::;i~: .. ,Y;~~~:D~, :':'" 
" 

, 

o·~ ,.!xtend HI' fl'ax\'to··ll1:',·Sta·t'elLociJ? .Employees I, :~~xt:ari4 ·~thA,'h.aaltft '. 
s,nau:anc'l. Uill.~a~vto':5t.at,a ~"c.t; locAl workerlhlred"before' . 
tIl/Sf, iLn,cs cut'J:entl)'exe~t''',from the HI' t.sc" effeotive .: ' 
10/1/95.' 	 .".~ . , 

,! 	 • '. ,'. <. . .. 
o 'Ve! "8al' GOP In' IMPS fotPhy8!e1an. SerVlcelf Beiinniftv·~.iU 

Ell 1995, replace tlie I:QI:'~!ltnt hIstorIcal lIv't-par . " 
volume/lntensitY,faetor and performance Itandard factor usad . 
1n calc\lla~lnv t.he Hedic:are Volume P.erformanco'StanC1arcS (MVJ'S)
vith the.tive historical' growth in real ur ea8 domestic prOd~ct" 

I· 	 • 

. t 
" 	 . 

',;.";;{-	 . 

http:Beiinniftv�~.iU
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(GOP) par 	c:ap1tafor tho surgery and. other categorlee and &'8al 
Gt>P per c:ap.tta plUI 1.5 p,&'cent.8g'o polnta for pr1mazoy eaZ'e. 
Eliminate ~ecurrent 5 ,eroonta98 point floor on maximum 
recSuet1.ou:.t.n update. due t~ pIll(81cll.ln.· perfoX'IIIAnce ~ol..t.f.v. 
to 	~ MVPS. ' . . 

o 	 Set cumulatlv. ~~rq.t8 fOr'PhY81clMn '.rYies.,. Ist4~11.h 
cu~ul.tIv. AViS rattil of .inc:e••• to~ eac of ·the thrOI· . 
aapa~ate cateio~L•• of gezviee. pr~.ry carl, lurgsxy and all 
otber It9Z'Viee.. CWftul.ar.1Va tl.rV9t.a would ba J,)ased on the 
prIor year'" 1SVP8 rate of 1ft~rGa~e for lt. Uud ,aar (n U'4). 
Th~8 18 in cont~a~t to the currant way thaKVPS operate. vhere 
ihs MYPS 'fo-ra year ':11 I)aa'ad on 'the prior y••r'.,:&e~ull I'&te 
of 1nc:rlaa8'1n expend,1t.\ll'GuJ, vithout regard:totha:·pl'lor
year', t~:rget ~it. 0' ,tncJ:'9afle. The .teocutory fOX1lule to 
dotarm1n. 	·the .pacific KVPS amount would, be used. 

.,' :.- •.;/', .... ,':", ::,' . 'J.. '~'" 	 . '. 

D 	 ZU.m1nli'te· :tormula, 1),,1,.1/I'n OverpaY!i!sftt:1 :IU'~n.t.f;;\fonml•. 
ir.1v~~ .CI~Grpayme,nt. ·(tf)O)'tl'olll';:c:alc:ulatlon' o~~;;bl.~r.teC1 paymant 
Amount'l( ,~F>k'~',U~.~ogy, ~J,ai!'0~ttc t~atl .•~ '~\t"l.~,,;a~ EJurgezy 
fJ.rvte~,l'... ~!=~1".'(1,(''-.', , ,'.' ", :,,:,.:- . ,..' . 

,., . ":;;.:,:.::'i~'~~!~ ~~~f:'7~j1~~::::~·~.A.~::,:;~;·.~~~'f~#~t~~f' ,:.::;: .. ". ~ -:. ~ : '., '," ,,- ~~~r~~> ."',~' . , 
ojc ,Com etJ:t.lve .'iBlchf02l:" h'o~.::Part1J ttems" 'n ; ,''fbI' 

::;~;~t,~x.Y;·;:{~{)~1..¢;~;j~.:r..·d 	 .i{;.'~f.J:~tlv.. ... ,q.'i~,*~~.l~~:.;:,:i:;~;~;.~;.:;~:
l;)e.q~, . 1,~Z'5..,; ~~t;~.~~act~.:.~~l(h~ ',;es'Cl ~',;;~lth 

.9rit I.t'1~tI, .·;0%,:: ~)\cU::i.1aua18'A.t$&~:~iPe.,,";7;gUar:l.:tY;~e. j~~~·ue,· . 

ablQ "'CO ,;. . 'uh:;a ;'8\;\ffleLenf: :'Of· tho 'Item or " ," ~ ..·:')ithe' . 

1te~ :~ . ,etl~'lv~ t,,xb~r.~~nt ·;,:an,.,:~~;~r¢·liE,!:n. ji:'~xrf"ll 
ar.d. '. ,~~g~, fl1l~~~,nt::~l)d ,~~~~e.~el.· ..ftc! ~p~Z'8JltQz;a,~·· t.n~. ,c'4nd 
8up.pl1~1;;\. ,of ",t~O?~ . ~J.,~:l~',..l!ilystore ;~al J\~t.1{~ t·.~ln a'. 
l:lIdu~.iqn .ot ~t.: '.+IIUll .. J~'~:p(i~eent in 't!ie!:pr.ic,,~~ofi;;. '\DiiJe, ", ", .. 
select.ed ·.8rvle•• from ,'the 'p:r:1;ce' thflt···.V0131c:1, ..oee~:.::~jClgl', . 

.tl'1en .thv..S.llcret.AZy wo~ld Z'O,duco J(adleara fell.tortb••• , .. 
. c·bel~CJt~c.tJJ!~,leGiI .,bY:t.h8d!tf.•i'ance neeclecf,to·'J:88ult .tn a 10. 
, (' ,.per.~~n~·'~:~,~yUi;.~:1~~t,,~"S}··,.fteetlv. ,,'Il/'5~ ... ':'." ,'. ' . 

. .',~ "" ': .",I;::;~;!;~iJ'1:~~_~y·~t~~~t~~(r'~},· /< ,. ::..:-:.:~~~:t'(~:.~>~~;"'~:'.~ -~,?:~:;.~~ : 'I~~-_::~ ~.:,' ">'.: •..~;~ .~./:' "r/·~,("~.'.~' .'~*~'';:~~:'', .' . " . t'. 

o 	 Com .t'1t1va1 ','Ild . or. borate' 8.~lc9·i~ ·."'e:".I.e~ataJ:V ' 
VO~. ·:)'Je::;"equl:r:,. ~9 "'t.ta)d~lh t.h9:$A.i;Il'- iil!d'Df:eOJ11l)8,t1tlV8 
4Cqu!II1t:lon.:.yetd.,fO~ .H8dlelr.a~a~aervlce,. 4s·"for othez: '. 

.' 	 sel~ct.cSpart}l. 1teme and ien.tc:••1'.b~Q1MLn9: on 1/1/.5. If 
t.heeOmpetlt1ve .r.t.lI·do~.not rOlult .tn.• reaUetlon of It 
lease 10 poroant in ttl- pr1.ea of all lab our,,1e•• fl"Oll the 
pr..tc:~ that,would, occur, in UU, than the See~8tAry would 
reduce Xedlcar.:'feel 1021: all lab seZ"'ll,1ca';by the· dltterenCit 
nee~.d'to ~e,ult.ln a 10 percent sav1n" for l't',eftect!v. ,
'/I/J5. ' 	 . 'c 

,. -. 

.. 
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o 	 'Income 'R<!Ilat.ecf Pal"t I P"'(lul'llulft: llIenBUc1ar1efl' with adjusted . 
Groa. Income Of 1105,000 or mora for A 11n;le person or . 
$130,000 tor married taxpayer, filing joint get~n. wauld. pay
• Part. premium equal to 'Sparcent of 'art .• co.t., . . 
effeCtive l/1/i5., Tbe:e would be • »h.le~1n of the income 
rttlat.d prcnD~\UQ for: e!nw1,," ~t".en "0/000. and, $10'5,000 and 
ilarried taxpayer. fillft; iolnt Z'Ot.UZ1l8 J)ot.woan '115;000 and . 
• 130,000 If only one .pouae· val covered ~ Modicare Part B. 
(It would be bet.v.en.'l15,OOO,l.nd 8145,000 if both epauses 
vera eovered by M8~lc&r. 'art· 1)._. . 

, 	 , 

o !noEll'\tivel foZ" PhxaiciDno for r:hnary earel e~o4t.. incent!vt• 
. lor pritG4ry cars bye (A). eat.abI1l1hing a rlaaouree-based fA,thod 
to pay tOI" t.he physician overhead cbmponent..of .t.he phyalc1an
faa 8chedule; 'lnere'8.1ft9:p~lmary carG pract!CfJ.expenseltWa ~y
10 percent And decreaain; RVU~ tor all no~-pr1mary car. . 
serv1ces 48 an ott.st, (b) ~ncr8a81n; the work component ot 
llW, by· 10 pe%'oent andredue1ft9 rolative vA.l\1GI for all non

.	prlmaryc:are,g:'Vleel;l'lI. an offsets (e) .:r:educ1nq rate. tor' 
ofU..ee c:on,,~ltatio.n.:/".t~ .equal. !l>ft1c:. :V.t8~t.'onct \\1111.'i _8."ln98
tolne:-eal8 fae,:(ozall O~flF~' ;,111ts, (d)¥'oduetftgtho vork. 
component ot jJ~rvleel"lttl .~outll.r inteniity" values anC! .. 
eppll'!n~t:1'!e .~~Y.f.,n;. t:~.;.lru:r~alle t.lls worJe·,.eol'llp,o·nent.," ;the , 

I~'r., ~attv./:~~,~,p,~·~PJ:::'p'~~.1Il.ry ,'~~"r" 'Serv1c~s, .Md..~~(!'),\~f)1!f~al ing 
. the 'bonul~'.p.yt!UJ,~~ .,£~," ·p~llD~ryl·c:~r. aar.y!c•• :!n,~rurAl. :4Uld, urban 

, Hl'olth PZ'C!fe·ga,$:onal.'Sh~~tago~all, (HPSA~) ~o:'20 ,per~orit and 
::et1.m~~a~ln~!'~;~e:~::f~~;:;pe.t~!~J. :t?9l1~\1a ~avm,~~t;J~r. ::~~n-:pr:~ry;, a!8 

; '3,'tJe:V~c;1)I,i,,£n~,:url)an'JlrSAi 17;;,.,".;,.;':. "';. . .... "', .• ~ :;'" ..' :'. 

.. • 't ""::,~:,,,~~ ..~.(:·.~~::~·~~';:~~~~"(~'~t:~~~'~i:~'(·!:>~~~'f'-:·'~-:·:~~~:~:·:;,'7~.~,:~lY~"\f<: ~.<~:' ~ " .::: :.:' :~~:~;~'~' .. '\ ". '!." 


o :- rOh1·b1tlon "';of,·:Balance ';B 111n : ;·,Effect.lv8 111/6, no extra
: J., :1!n9 :''to\( ,d ~~beiP~~t~~~d.,; 's:a:;;~~lcare'.::(i'.~;'iipiytA.nt.~:'mar only

be ,mado";on '·an·'~aI81gnmoftt..:Z'ol.t.d biuLII) ~ ,; .. , ',;: ': .' 
. .' ~ .' ~ ~ ~'.:, ..:..: '\:~.~~:~!~'S:~';t·~~~. "t:~;f,.:<_"..~ .:."< ~'.\' tl~~t' ~ ~-'._-' ~<' <': >..•,.~.' ", ' '-~/';'::: :",', ' . t." .', (.~ ,-~ 

o 	 Lal:>oratory·:Coirieurclnc:e;. · .. I~-a·.tAbll.h ,20. pe'r~~~t; co.tl1lJtlxanc:. 
o~ Iaboratol"}'setvlee. turnlshed in phl'l.l.eLan .i'f)ff.tc:~.and . 

;. 	 . ,~o8pl'tal OPO'Jwt not'.1nc!ap~nd~nt. 1I.b.)~ _.tfactive 1/1/95. ..>.~ .. '.' . ';'l··'":'·~;'" .~,~~:~~:~,)~::<,~;',,;.".'.~:. ,.' :.: ~i ,~. " ·.... i,:: !.,~~~'~;~~.~;'~.._..,~ ... ~ >:',",1 ... 	 ::" 

D 	 Radu'eo1905;;Pb' 'l'1c18n ato:-),Raduea'tha ,Kadfffai'4t'·:f•• ,' . 
•.chec1\t e ,.e,onver~ipn· .ctor:'3P~.rc:ent 'lll :19'·", except .for 

.. 	 SI:-lmaZ'l,~:~a.~~:<~~X'V.'l.c.8. ,:' , '.. ~~"~ -: .. 
. ~'. '. "-.,,~' ...,::: ••' " ."~ ,-'. ~ " • ~-.. • * •• ':"...... *, 

o'lxten<:s' rart..·'8.·?temli.tm at.aStof ,Coata.'· znen,S'cthe Part B, 

, preJni\Ul1 a't.:25 percent of proQram eOI~,1 for l~~J, anc:!. .. 

, theJ!Aaf.t~.·, ,... . , 

..., 	 "" . -.. , . 


·l.a'l't. A .'., : , . 

" 

o 	 tstabl!eh a' Home Healt.h cop~ymentl. E8tlJ1>11.8h. c~paym;'"t for
hema health,visits at 10 pe,,~ent of.thg.. av8r.~•. c:o't,p!ir 


. v1sit, ettect1ve 7/11'5 t~r 1.11 vi'1'&.... :' . '. 


' .. 
I ' . .~ .: .. ' . ,

".
F 	 ._.. .. ., 

... 
.. . ..... .' 
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. 0 ,xtend 'PURi'! Medieart J!COedary paleal Ixtond permanently

tha p:ov1& ona (wh1cb OJRA- 3 exten e ·through'Y 1"'). 1a)
rogar~1ng a data mateh between BCFA, IRS and S9A to 1dent fy 
~a prLmary peyo~. for Med1carg enrollees w1th h.al~h covera;.
in addition to Medioare, (b) a~k1ng Mediuare .~G leeondary 
payor for diaab1ed employ ••• v1th,amplnYlr-ba.ed health 
insurance; and (c) requlr1nQ non-Medlcate ln~"rerl to be the 
prLmary payor for !SRDpat£ent. for 18 month. beforo XedlcA~. 
!)ecomas.'tl\ra prJ.l,IUlr)' payor. , 

e JD!O payment. l)np:ooYorAOftt.! :Ioginfttnw in iPP5,' Itil t.abl1.h 
, Beparate n,t1onal maxlmWft, 4nCS-i~1n1mufll standards for the Part A 

end 'Art. • port10nl of .t.h. A,APCC rat.,. The st.andard. would 
l'Ja phagecl..,tft, ovar flv. rean'Ce.v., -20 poreeht 1n ,,~. lint. 
year. 40 ~erc8nt 1n the .eeon~ Y•• f, etc.), an4 be ~a~.d on 15 
p&2:cent of" t;he USPt?C. ' . .

'. . 	 . 
170 percont Of .5 PG~C8n~ 
to 'that a~ount unl... th. 

, . hOl,OW 95 percent ofth. Pan. 
, '. P9rtlon ,of! t.he a:a~e ,

would be 'set at 150 
., 

':. 	": ~;~": ' 
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FT July 21.). ''994 (12:08) 

RISK ADJUSTMENT 


.....v __t the Secretary would develop at least ono risk adjustment and 

Ice methodology rrisk adjustment methodolOgf) as provlded In thJs_" 


The risk adjustment methodologtes would be implemented to adjust premIums ~ 
ealth plans to: 

(1) renect the expected relatIve utilization and expenditures for servIces In the 

sta.nd#iutl benefit package by the ptan', enroUees as compared to the average 

utJllzation and expendItUres for community-rated health plana; . 


(2) protect health plans that enrolt a disproporUonate share of enrollees whose 

expec;ted or actual Utilization of health care services Oncluded In the standard 

benefit package) are greater than the average levets of utilization and 

expenditures of enroll.es.$ in the health care coverage area: and 


(:3) spread across all health plans (on. a per~nronee basts) the expected 

expenditures related to specified hIgh-COst indMduaJ purchasers (as specified 

by the Secretary and Including· nonworking inclMduals and IndMduals that . 

WOUld' b.·:·~lJgfble for Me~~caid und~r .current )llwl that exceed the expected 

expElnaltUres'for the .ay.er~g~.e0f'!'l.munity...ra~~~health plan :~~ron8e (without 

regard .to~e indiViduals specified by the 'Secretary' under· this paragraph) in an 


are.~::,,::r'~;<::'~'i' '<,;. :';:';~;k~~:"> ..,.,,:.. ,~ .. : " "'. .'.. 	 ,,All Hei4Jth;:,ptaos.wOul~~p.artic!pa~e 'in. _.ri~k, ·adjustmentsY$tem•. :Communlly- . 
'".~._,,-,:.-.r;.'~"" _,:" ""(-"~.,,_ '''.~'~' ",""w,•• ,-, '".. "rif"," 

ated heal1t9/~~:~9uld bf(t~9\li(,!~:~i,P~?~p~~'in adlustm~~tS:.ma~. u~der . 
)aragraphs·JOl~~4,(2h~~t~~~aJtt.l;:R!AAs.:"1~9~uqlpgl.~e.r!ence~ra~ed plans, would be 
'equtred tI), ., me..ufaajt:r~tmentS!·maae1un!:!~r.;:paragrapb;i(3).. . .. ~" _,>.' . 

fn:l~,~r~PIn~:-~~~~~~~t~g;?~~ .. re~;~;WoU)d:take!;i"to.~unt tM·. " ,. 
fonowIng '.tactOrS~of.health. plan?enrQlleas:j~~~::~i:'i~:. ~.:'f": ,.' ".. .

"", .,';: . . ··,~':.~I<~;;~;;··;<::;~-;'i~::~ :';.:.: .:' . 
(1) .. ,~DerriograPNc ~ac;terlstiCs. . I 

.~ (3(2)1 /:.;t~~~~~t!~~~~~~::i)fr~idenc:~..·.~,:l .' 	 ,",,' 

, .... 9 P" ...." ''i" :.•,', ~"", .' . ,,', ,.,.,? . " 	 ..
(4) ~{!$Oc;C)economh:"status:':: . ': ",~.~;: .... .. { . 

(5)' ':'Re~eipt of AFbC:'(cSr'S,SI if:~pptopriate). .', . 

(5~ Status as a nonWorkIng indMdu8J or indIvidual that would be eligible' for 


MedJcaid under current law. . 
(7) 	 OUler fac~ors as determIned by the Secretary to be material to the 


purposes of paragraphs 1-3. . 
 ,. 
! 	 I

1 I 

i 

http:enroll.es


I 
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States would Implement a risk' adjustment methodologies developed by the 
~ecretary. In accordance with applicable rules developed by the Secretary. ,

, each State wou'd 8stabfish a rlskad}ultment organIzation or agency to carry , 
out the adjustments provided for In the methodology implemented by the State. The • 
organIzation or agency would be requIred to ~eet standards established by the . I 

C 
Secre:tary relating to organIzatIonal structure,'operations. fiduciary standards and cash 

mana,gement. ' 


ror the adjustments related to paragraph (3) above. the Secretary each year 

would estimate the' amount by which the expected' expenditures related to specified 

hlgh-·cost IndividualptJrch~ers (as specified. by the Sec:retaly pursuant to paragraph 

(3», exceed the expenditures for average community-rated health plan enrollees. The 

Secr4~tary wou'd compute a per capita adjustment amount for each heaW" care 

cov81'age area. . ' , , 

, , . '. ,. . 

Communlty...rated and experience-rated'pfans would make payments to the 

State risk adjustment organizatIons In the' ~as where they provide,coverage. 

Multistate exparienee-rate.d, pran$ couJd make their payments to a sfngle State risk 

adju~~ment,ot9~niz~t1.b,rtja.!:~nQ.:VI!th, inform~~n8bout theIr :g~~~htc distribution of ' 

enr~nee~) •. ~~fiicl·(W~,W.~~~~trilSute';the" ap~,rop~ate,amou.nts 'tQ)~~f;~'9f~ga.rI~~n.s.

Health plans enroUiog' InCfMd.u,aJPurch89~rS,\,VOuld receIve addltlotial, paym~nts for 


.!" • • ~-, ,"" '" > '~.' '>t'"- ' ..' _ ;: I " ._,~.f·: " I;n', !. 

, these .enrolle~cthroif :.: 'e,~;Stat~'f1Sk adJu$1fn,ent ~em. ' ,," 
. "" ," ,:'" ,~:',"::':~;:.' ';1>' ,r( ~1~:1~i~'l:'~;::".' ::"::·::":;Cf'{h';. " :.··.H· ': 

In genefal'lO;pick:up,' " SA:·~~i. ,', :i::l!~t:";,} , ·<.:~;:·:~1:~:,>: 
, ,i:,/~~t~::, '~:,'2:{~?>~ "'~~1i~ .'" , " ,~;\~:~~:,;~; ',,:, ..t'·},:;.',." " . .-;' " , 

,'II) :CSevalqpiiig¥ ~,9.p~rqgy'. ',tne, s.e~~!ijry,would:.gi~~~~p!¢l~r:~Jd~~tiont~ l ' 

the 'UQI.qY.k,pr~n)',!!p'S:~' .s~n~;Pey~e~1tp,health. plan$',~ith'lretp~'Ct'f6~1~t1uaJs'1f,:f,~;,;", . 
wIth m~~.~J'~Q~ ,::>~~-~"'J:. ~:'f~£~~:"': :', .. ~> 'J::, ,;,,~j,::-'<;;:<,._, ': .,~,;;<;~::-::~ ,.', " 

"'tt .y ..t~"l' ,\ l\';h\l..? t""l\. ';' ~ .. ~. - ll.... ... J~"'l), ~ t'~ H' ~ .. . ~ r; '" 

.', '.' '1\ rn~thodofogfa~~~Jop~d :.by 'the secfetary, may tn!:h.i~((~{iY~terkO'f 'mandatOry ~'" . , 

reinsurance (vorun~,~~Jn~ur~n~e should )~ot 'be'permitted beeau~e It Isnot risk 'i. 


'edjL.t' tment)"'·":~,; ""~ ''';'';;'-:::'',< . . ' 

:;<:s.:':~~:,:::~::;~~~/(~~·~f4:~('·'~: "'~-,~"~',',,. _~, '~" _' _, ;:, .;".}.~ ;,,;' . 
, A.methoddl~gy:Jn., .ding mandatory ~Jnsuranee sho~ld~ :':... , .', ~ ti. 
,":.', ':{~5l,:"':,:·:r~!f.;!~~~·:;;'~:~f: '''.' - " . '"',,, _, ,:",::'~,:' .':: '. , ' 
.~pfCl,Vid~:lqt'~e~:~*ns tq make p~yments to state...:esta~l1Shedrelnsurance ;', 
progran"lsJor the purpose of retnsu.nng part or all of ,the h,ealth.careexpenses, 
for items and services included In the comprehensive benefit package for 
speclfie~._cJasses of high-east enrollee or speCified high cost treatmentS or 
diagnoses, '. : ' ' " 

-specify the manner (whIch may be prospedlve or retrospectIve) tn Which 
health plans make payments to the system. and ' -,I 

( 



• 

--the type and level of reInsurance coverage provided by the system. . 
A methodology should be developed In a manner that Is consistent with privacy 

and confidentiality .ttandards. . 
t 

arhe Secretary should work with an advisory committee to develop the 
methOtlology. . · . 
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MEDICAID 

1. Integration of Medicaid Recipients
', 

In general. AFDC and non-cash population integrated into the general health 
care reform program and trealed like other low"income people eligible for fe~craJ 
subsidies and enrollment in certified health plans. Medicaid recipients are 
integrated as low-income subsidies become available. . . 
States required to make premium payments and general maintenance of effort 
(MOE) payments for SCMces coveted under the standard benefit package. , 

The Pederal Goverilrneot would provide subsidies, similar to those provided to 
other low-income persons. , ': ' 

AFPC .(Casb)~ 

As hi the ~manCe,:~~ Cash ¥edicaid recipients (i.e... those on AFDC) , 
eligib.le'for 1WrprenuUm's~b$idies as would other faJiiiIles with incomes 
less than 100% poverty. 

Non-cash~ ,'J 
, ,. "r.' ':. 

" 

Full premium ~~~d..ies be: ayallilble to all pre~ntwow.eD,~d infants, (up 
to, age :;1)UP..~;~~~~~Q(ppv~rtY,:;~4 .c:b,~dr~1:1 :!lP' tQ;i:he~gc; of 19 years: up , 
to 18S%',ofpov~tiY~~~(D~1IS'Oia"he~SUb$idjStn¢tUre"biteracts with the: " 
overall S!JbS(dy ~1Pr:llpw-:incorne people, yeft(),~ determined. ),: ',' 

'.:~ ',', ,,' ~,,:'.t}~~~;~~'tl:"" ::'>.)" .~,:,:~':.",', ' ~.' "~::; , ""'" 
n.' 'Cost sharing for Intemte,f'MecticaiCt teCijiienta '. ' .: \, 

Use the cost sh.arin& scheduI,e iA HSA:" AFDC rccipients ,in HMOs would pay 
only 20% of pte ~~~::~'~ount :o~~.-wis~ re~~,1;f DO~HMO is available, 
AFDCreeipients ~0~4pllY.'~e' co.st sbanag ~ount .~~~W'Ould'ap~l~ In an " , " 
HM:O, but not reduced to 20%. Noncash reCIpients ~lVe .cost sharing subsidies 
as all other low-incOme,indiViduals - up to 150% of poy'~. ' ' , . " . ". '. ' ' . ~ . 

.
• 

http:pre~ntwow.eD


III. StQte and Federal i'!.Gmjum Payments for Intc~ted Recipients 

The federal government pays for an of the premium subsidies for integrated 
Medicaid recipients. 

States expected to pay the federal government maintenance of effort payments for 
these iDtegratedrecipients.. . . 

Cash: 

States required to pay an amount equal to: (1) the adjustect per capita 
cost of services covered (based upon the state's current Medicaid payment 
J1tes), in fiscal year 1994, under the standard benefits package for APDC 
recipients times (2) the number of AFDe recipients receiving a subsidy in 
a given year. , 

DSH payments attributed to Cash recipients are not included in ealculadon 
of state's per capital cost of covered services. 

The per capita cost of services in October 1994 is adjusted by the current 
baseline growth in. per capita national health expenditures. 

Non..cash: ' 

States, be required to make gene~ maintenanee of effort payment for 
seJVi¢s (based upon the s~te's,eurrent Medicaid paymentrates),'lrrfiscal,: 
year'1994, covered under the standard benefits package for' nonGsh: ' , 

. recipients. ' . ';. , 

, sUte'D~HPaYrilents include~'1n 'the' adculation 'of 'g~neral'inaintt~~ '~f:' ' 
effortpa~ent. " . . .' .' " .... . ' : 

. . ... . . ' .. ' ~ 

Such. MO~ payments woUJd grow no taster than the CUlTent baSel~~,
growth in national healthex:pendftures. " .,. '., 

VI. SSIlDisabled . Medicaid Red,pieuUi • 
1; • ". ' 

SSIl.Mediciid recipients would,not be. included in the community fated '~k,et:.' 
Medicaid would be retained as a separate program. with cu.ri'ent rul~ for SSI ., 
and Jong-telUl recipients. . 

States have the option to pay a pet capita amount for each SSI/Mcdicaid 
recipient (who is not enrolled in Medicare) that chooses to enroll in a certified 
health plan. States would negotiate with certified health plans for rates f~r the 
SSI population that are separate from the community rate. No certified plan 
could have more th~ 50% of its enrollment composed of SSI/Medicaid 
recipients. , 



V.' Dual Eligible Recipients 

Dual eligibles - persons eligible for Medicare and Medicaid would remain under 
Medicaid and not be enrolled in health plans. 

VI. Non-SSt Non-Dual Eliglble Recipients Bged 18-64 years 

Remain under Medicaid, but as the low-income subsidies phase-in (e.g., 100% to 
115%), these recipients (currently about 240,000) would be integrated and treated 
like other low-income individuals. ' 

'In. Supplemental Services 

Current Medicaid rules governing covered services and recipient eligibility would 
be retained to cover services not otherwise provided through, certified health 
plans. 

The current flexibility provided to States to detennine the optional sCJ.Vices and 
groups it will cover would be retained. Note that this provision addresses issues 
related to children with special needs •• discussed in the Long-term' Care section. 

VIII. PSH Payments . 

DSH rebased in the fU'St year based upon the reduction of Medicaid payments for 
mainstreamed Medicaid recipients. ' 

During transition, DSH payments would be phased down as the rate of coverage 
increased. 

" 	DSH program chingedinto a more 'targeted program to compensate hospitals for 
unCompensated care. : ' , . . 

. ":,, . 

DC. Miscellaneous Medic:WI 
,.' '. ',. 

Allow States to expand eligibility for home-based Medicaid long term care 
services for single persons by increaSing the asset limit from $2,000 to $4,000 for 
services including persOnal care attendant semces, the Sec. 1915 waiver programs. 
and the frail' eldeijy home care option.' . 

Expand the Program of All-inclusive Care for' the Elderly. Increase authorized 
demonstration sites from 15 to 40. Requite the Secretary to develop provider and 

.' service protocols. 
Eliminate the institutionalization requirement as a condition of eligibility for 
habilitation services under a home and community based waiver. 

Eliminate the "cold bed" rule for home and community based waM:r programs. 

State Medicaid programs required to reimburse directly for seIVices by CRNAs or
" 
.; clinicil nurse specialists that are authorized to practice under State law, whether 
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Tolal Employer Payments 
1 Year (1994)($m) 

Average Employer 
Payments perFamily 

Tolal Family Payments 
1 Year (1994) ($m) 

Average Family Direct 
Premium Payments 

Govemment Subsidies: 
1 Year (1994) ($m) 

employer 
household 

Govemment Subsidies: 
5 Years ($m) 

employer 
household 

Govemment Subsidies: 
10 Years ($m) 

employer 
household 

SelectRevenue Estimates: 
Corporate Assessment 
Olher Revenue 
Total (5 Years) 

Selaet Revenue Estimates: 
Corporate Assessment 
Olher Revenue 
Total (10 Years) 

Net Effect on Defidt" 
(5 Years) 

Net Effect on Delidt ~ 
(10 Years) 

Model 1 

226,847 

2,192 

60,398 

584 , 

82,096 
34,489 
47,607 

359,906 
145,1~9 . 
214,798 

962,004 
412,144 
549,861 

40,600 
24,660 
65,200 

: 

81,200 
49,200 

130,400 

(394) 
: 

(70,596) 

Model 1 : An 80% employer mandate on firm,S of all sizes, 

Firms pay Ihe lesser 01 the full employer 

premium share or 5.5% to 12% of Ihat worker's wages. whichever 

is less. Cap is determined by firm si:ze and average wage in the firm. 

Firms of all sizes are eligible for Ihese caps. 


Firms of 1000 wo,rkers or more pay a 1% payroll assessment. 


Firms of 1000 workers or more are outside ollheccmmunity 

rating pool. 


Premiums are equal to Ihe CBO sccring of Ihe HSA. 




... , 

Total Employer Payments 

1 Year (1994) ($rri) 


Average Employer 
. Payments per Family 

Total Family Payments 

1 Year (1994)($m) 


Average Family Direct 

Premium Payments 


Govemment Subsidies: 

1 Year(1994)($m) 


employer 

household 


Government Subsidies: 
5 Years ($m) 


employer 

household 


Government SUbsidies: 
10 Years ($m) 


employer 

household 


Select Revenue Estimates: ' 
Corporate Assessment 
Other Revenue 
Total (5 Years) 

Select Revenue Estimates: ' 
Corporate Assessment 
Other Revenue 
Total (10 Years) 

Net Effect on Deficit' 

(5 Years) 


; 

Net Effect on Deficit' 

(10 Years) 


Model 2 

218,242 

2,108 

57,430 

; 
555 

i 

75,567 
30,800 
44,767 

331,567 
129,668 
20,,899 

885,119 
368,060 
517,059 

41.,000 
27,000 
68.000 

82,000 
54,000 

136,000 

i 

(31,533) 

(153,081) 

Model 2: An 80% employer mandate on firm~ of all sizes. 

.' Firms pay the lesser of the full employer 
premium share or 5.5% to 12% of that worker's wages, whichever 
is lesS, Cap is determined by firm size and average wage in the firm. 
Firms of all sizes are eligible for these caps. 

Firms of 1000 workers or more pay a 1% payroll assessment. 

Firms of 1000 workers or more are outside of the community 
rating pool. 

Premiums are 5% below the CSO scoring of the HSA. 
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