I. CO0sT CONTAINMENT:

A. AUTOMATIC FAIIL SAFE BUDGET PROTECTION
A baseline of federazi hezith expenditures (projectasd Medicare
and Msdicaid -spending lizss reforms included in the proposal

n and including tex spending) is established. IZ aaditional

. ") savings are acnlevec, :h voucner phase-in is accelerated. If

Nt savings are lsss than enticipated, the Zollowing automatic

) ;/F“ N . actions will occur to prevent aef;c;t saenalng -- the voucher

d“ gwy- . phase-in is delayed, the assessment on high cost insurance

P J’j plans is EmpISEene=S®y the expanded ‘tax deduction phase-in is
LAY slowea down and out-oi- ﬂocket limit is increased for health

- //}nsﬁrance -~ or Congress may act on. an alternative
Cﬁ@méiK recommendation by the Health CommisSsion.

/A |
'B. PENALTY FOR HIGH COST HEALTH PLANS DESCRIPTION NEEDED

C. INDIVIDUAL AND SMALL EMPLOYER PURCHASING GROUPS

eiduat madempIoy T ; ps The
~ membership of these purchasing groups wiéi;fj limited to

employers and employees in businesses of( 100 Jor fewer
employees, and to all other lnleldualS enrcliled in a
health plan who live or work in tbe State designated arez.
Nothing in this Act requires the establlshment of a

ohevy; - purchasing.group -- nor prohibits the establishment of more ;f
ftdc:% than one -- in an area. 7 34xn* LwJ&f (Gﬂsa«JJh\ SR EAN
Cmzr ‘C,W)’ % . ?*c s S by M,ph;\&// M" "’7% ‘-‘\/3{ \/A ﬁ C‘/~~,' {'ﬁt x'e.,- (h
Establishment, Organization, Duties : e T Q;;;;v '
4 5 Feed
An individual and small emnloyer purchasing group will be ,Mﬁn\
reguired to: ‘
/5\"C(‘~’1"\. s
' ® - be chartered under state law and operated as a_,not-for-
profit corporation (insurers are prohibited from forming
small employer purchasing groups or hav;ng a majority vote);
® be governed by a Board of Directors consmstlng of members of

the group;
e fulfill the following duties:

-- enter into agreements with qualified health plans;

-- ;’5érket qualifi alth Plav } .
. State rdnated arkag M

- enter into’ agreements with small employers
and 1nd1v1dua15°
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-- Zisseminate standardized inIormation TO members
regarcing price, cutcemes, énrollee satisiacticn, znd
other Information pertaining to the guality of the
clans cifered within the group, as well a&s informaticn
regarding other cualifisd plans operating within the
State designated area; 3

: RO W N LL,/7%2 oA i

- cifer = f”alple individuals tne onmortunltv to enrclil in

a~gualified general access plan, and to change clians

througn an open ssason process. .y i}
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ACCOUNTABLE HEALTH PLANS

{1) STANDARDS FOR QCCOUNTABLE HEALTH PLANS', The National-
Asscciation of Insurance Commissioners (NAIC) is directed to
develop standards for health plans within six months oI
enactment. In most cases, states will determine whether or
not 2z plan meets these standards. In the event the NAIC
does not meet the deadline, the Secretary of Health and
Human Sexrvices (HHS) will finalize standards within one vear

0o snactment.
Quaiified health plans must:
o guarantee eligibility to all applicants;

¢ guarantee availability of covered services thrcughout
the state designated area in which the plan is oiiered;

* ' guarantee renewal to all enrollees, except in instances
of non-payment of premiums, fraud or misrepresentation,
.or relocation outside the area:;

®  not disc¢riminate on the basis of health status;

¢  not deny or limit coverage based upon preex1st1ng
condltlons' FCa ~ e jbr“uLlc >_)

° offer the benefit packages to all enrollees, and

throughout the entire state aesignated area
(supplemental benefits would have to be priced and
offered separately); ' :

. . ({;"'\J By LAis '
o provide for'a:héggattnn to resolve benefit, service and
- medical liability disputes; - ~

® neet financial solvency,: enrollment and quality
assurance criteria;

° meet premium payment and.collection criteria;

L comply%with rating requirements that limit the

variation in premiums charged within a state desmgnated

ﬂj_\ !.».,.J\_/"L-« /j _\-"‘/‘} \5 r‘\i‘);h—f';
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area to Zzmily status end age;

particirate in a risk adjustment procram of the State
(or the #HS fecretary) to egualize tn2 risk among plans
SO no plan is penalized for nav1ng T2 many poor health
particicants; :

comply with edministrative standards znd reporting

requirements;
meet reguirements for aesxgnatec underserved areas;

provxoe; at least once a Vear, swech LnxormatLOﬂ as=the

ﬁ%bateqex—rneﬁﬁ%S~SeG;eLaE¥n4demenaane~acmxp4d%;*as—%he

=S~ necessary to
and prepare

evaluate the Der:ormance of the Dlan,
comparative materials for review by consumers.

E. 'STANDARD BENEFIT PACKAGE

7 Covered Services:

A qualified health plan shall provide for

coverage of the items and services descrired below only for

treatment
#&¥ appropriate as defined in S.

urenberger’

and diagnostic procedures are

1770 as zmended by

f;ﬁafiéntfand*outpatiéntwcare‘
Emergency, including'approﬁriate tranSpoft services.
Clinical preventive services, including services for
high risk populations, immunizations, tests, or
cliniciap visits.

Mental illness and substance abuse.

Family planning and services for pregnant women.
Hospice care.

Home health care.

Outpatient laboratory, radidlogy(and diagnosﬁic.
‘Outpatient prescription drugs and biologicals.

Outpatient rehabilitation services.

Vision care, hearing aids and dental care for
lnleLduals under 22 years of age.

Investiéﬁtional treatments.’

medically necessary o -


mailto:Se-G-r...@.t.a-r-�---\.n.epsnQ

-~

7. REQUIREMENTS ON LARGE EMPLOYER PLANS

e emplover plans, including multiple

reguirements Icr larc

employer purchasing ¢roups, multiemployer znd seli-insured
plans. Generzl.v, the insurance market r2iorm standards
that apply to the irdividual and’ small employver group market
also apply to l:zrge émplover plans. However, the rules vary
somewhat, since many ldrge emplover plans are self-insured
or operate on &n interstate basis. Health plans cifered
under the Federal Emoloyees Health Beneiit Program (FEHBP)
must meet the standards for large employer plans. Neither

large employers, nor their cmuloyees ‘may purchase insurance
through an lﬂGl"‘"Lai and small emolover ourcnaSLng group.
However, large employers are free to form purchasing groups
of their own, cr with other: large employers. .

Standafds for Large Employer Plans

The HHS Secretary shall develop standaxds for large employer
plans to require that they:

o guarantee availability to all eligible employees (with
certain exceptions for collectively bargained plans);

9 not discriminate on the basis of health status;

® prohibit exclusion of coverage based upon preexisting
conditions;

®  guarantee to all enrollees coverage for the standard

hedlth beneifits;
® meet quality assurance criteria;

¢ provide standardized information to evaluate the
performance of the plan.

The Secretary of Labor shall develop standaxds for large
emplqyer plans to require that they:

L4 meet financial solvency requirements, consistent with
- Section 414 of ERISA;

® meet premium payment and collection criteria;

[ provide mediation procedures for hearing and resolving
malpractice claims; ]

® offer both the standard and catastrophic benefit
packages;

~e

] prOVidéign alternative plan‘if more than 50% of the



ies only when

2ligible empiovees o elect (appl the
=m to the plan cn 22hal

ployer makes no ccntrizution f of
its emplovees); -
o orovide for sguitable enrollment criteria.
Corrective Action/Disqualifications/Termination: I:I either
Secretzary, or a plan spcnsor, determines that a2 pian cannot
meer these standards, corrective actions must e taken
within 80 days. If corrections cannot be made, the tTwo

Secrzzaries shall develcp an actidh plan for ccncluding the
affairs of the plan and for reculrlng contingent coverage
for zhe effectea emnlovees :

G. INSURANCE MARKET REFORMS

Consumer protectlon and ﬂarket reforms. These include
requiring brokers or insurers who offer coverage in a
quelified health plan, cutside of a purchasing group, :o
furnish prospective enrollees with standardized information
provided by the State on all gualified health plans within
the State designated area; pronlbltﬁng insurers offsring
heaith plans from charging discriminatory commissions or
pricss based upon health status; prohibiting insurers
offsring health plans from conditioning the purchase oi a
gqualified plan on the purchase of other insurance products.

H. AMENDMENTS TO ERISA

This part conforms the Employee Retirement Income Security
Act (ERISA) with the standards applicable to large employer
plans (including self- insured, fully insured and multi-state
plans) under the bill. It ellminates the applicability of
ERISA to small employer health plans and large employer
health plans that are fully insured. It grandfathers
certain existing Multiple Employer Welfare Arrangements
(MEWAs), and restricts the creation of new MEWAs to those

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

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



Treartment of Multiple Empiover Welfare Arrangements
(MEWAs): MEWAs providing health benefits that receive
certificatien by the Secrestary of Labor will be treated
2s _zrge employer pians. XEWAsS seeking TO commence
cperations aiter January 1, 1894, may only do so upon
o~ cerzificaticn by the Secrestary oI Labor that the
S ‘ .arrangement meets specifiied criteria (e.g., solely
oy provides medical care, is organized by & group with a
\x purcose other than providing rnealth insurance, &nd is
: sponsored by an entity descrired in this Act).

Revision of COBRA Continuation-of-Benefits
Requirements: Repeals CCBRA continuation-of-benefits
requirements upon full implementation of this Act,
since market reforms contained in the Act will provide
-all =2ligible employees with graranteed access to
continued coverage.

-

I. ROLE AND STRUCTURE OF NATIONAL HEALTH BOARD

G |
The Zmsrd would be authorized to: develop recommendations to
clarify covered benefits and cost-sharing; develop interim
coverage decisions in limited circumstances; consult with
expert groups for appropriate schedules for covered
services; propose modifications to the benefits package that
would not go into effect unless enacted by Congress under
base- cloSan procedures.

t

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

a) parity for mental health, with emphasis on designating
a set of managed mental health services for maximum
flexibility and efficiency

b) consideration for needs of children and wvulnerable
Dcpulatlons, including rural and underserved persons.
L) Tt et 'QA

‘The standard benefit package can not exceed the actuarial
’A M ¥, —» value equivalent of the Blue Cross/Blue Shield Standard

'?v sipt ™ Option under the Federal Employees Health Benefits program.
r & “)AV' The ooard shall establish multiple cost sharing schedules

-that vary depending on the delivery system by which health
-care is delivered to- 1nd1v1duals enrolled in a qualified
health plan as well as a "catastrophic” (high deductlble)
option designed to prevent adverse risk selection when
combined with the‘flsk adjustments called for in b%ll —
— - /

Noe_i WJN . 7l e
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.Establlshment Dutles ration: The Health Board shall be:
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Congress fails
actions will occur to prevent deficit spending:

nt, in consultation with the

o zppointad v the Presice

Zongressicnal _sadersnip; .
9 charged with dévelopment and subseguent modificaticn of

detailszd benefit cvackages; '

- o/
If the Boarxd ig advised by the Director oz OMB that tie /.
baseiine spending hds keen exceeded, &E—may-submit- —L v ﬁé§§ﬂ
recemmended—mediiieationrs to the Congress to close the gap.
R g ..\\' m,'-.__._\]m;

If the Board fzils to submit such:.recommendations, or
to adopt them, then the following automatic

— FR S |
- implementation GFf’ eee assessment on high cost 1nsurance~\\

plans; ,
-- a reauction in ELlOlDlllty for Lhe voucher program;
-~ a reduction in the expansion of the tax deduction _j
-- - an increase in the out-of-pocket limit for health

insurance.

STATE AND FEDERAL RESPONSIBILITIES IN RELATION TO QUALIFIED
HEALTH PLANS

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

State Programs: Within one year of the promulgation of

‘insurance reform standards, each state must establish a

program to carry out the following responsibilities:

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

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

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

>



gk ~a“1ustment crogram TC ensure a

establish 2 r
tribution of -*Sh among ;:diviﬂual and
e ;

balanced dis
small emplcver
area;

establish &n arbitration process wnich must be used by
plans to r=zsolve disputes concerning payment claims or
provision cf benefits under a gualified hesalth plan,

reguests icxr preauthorization of items or services, or
determinaticns by plans that items or services are not
medically necessary or aoproorlate° ‘

specify an eannual open enrollment period ci not less
than. 30 days.

Walver of Requlrements Each state may submit an application
to waive the requirements relatlng to the treatment of
metropolitan statistical areas in drawing the coundaries of
.specified areas and the corporate structure of a.purchaqlng
group. The HHS Secretary will establish criteria and an
expedited procedure for the consideration of these waiver
applications. Limitations to these waivers are as follows:

K. FEDERAL RESPONSIBILITIES

-in establiching boundaries for each specified area, a

~

state may not discriminate on the basis oi race,

religion, natiocnal origin, socio-economic status,

disability or perceived health status;

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

Sets forth certain authorities for the HHS Secrmtary as
- follows:

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

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

act as a state program 1f the state program is not in
compllance with the requirements of this Act;

establish rules, identifying the state (and State
specified area) in which individuals reside.

4



ITI. UNIVERSAL COVERAGE

:rov1des access to health surance coverﬂge under a OhallLlEd
nealth rpian for all U.S. cizizens and 1 wzul residents not
ccvered under Medicare; ==sts forth eligibility and programmatic
reguirements Ior low-income zssistance vVoucners to nelp pay Zor
n2alth plan premiums, =ets & timetable to reach universal ‘
coverage by the vear 2002, znd esteblishes a baseline for Federal
nsalth eioendltures. )
Voucher Phase—In
o Low-income individuals will resceive wvouchers to purchase
' health insurance. 3y 1397, individuals and femilies with
incomes. below 90% of the federal poverty level (who are not
elicgible for Medicaid) will receive a voucher to purchase
health care insurance through gualified health plans in the
small employer and individual marketplace. By 2002 the
coverage will increase to 240% of poverty. At 100%, the
subsidy covers the full premium, up to the “applicable
dollar limit”; federal zssistance phases out at 240% of
poverty. '
Expanded Access to Employer Plans
. Employers are reguired to make available to eligible

employees enrollment in a qualified health plan for all
eligible emoloyees. Employers must provide information on
plans available in the local area. Lmolovers must provide
for a payroll deduction when notified of the emoloyee s
enrollment in a gualified health plan, if authorized by the
employee. Employers are neither required, nor precluded
from contributing to the cost of employee health coverage.

UNIVERSAL COVERAGE

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

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

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

- Individuals who do not procure coverage (a special
provisien will be included allowing childless :
1nd1v1duals under 30 to purchase catastrophic coverage



instead of the uniform Csnerfit oian)..

ACCESS FOR THE UNDERSERVED

Community-Based Primary Care Grant Program

. e

tc the states for the purpose of creating or enhancing
community-pased primary care sntities that provide services 0
lew-inceme or medically underserved populations. This provision
is designed to complement the existing federal Community and
Migrant ¥salth Center programs bv making flexible funding
available o local pUDllC health cdepartments, rural hosplta*u,
and cther cublic and private. communlty care entities.

The HH4S Secretarv will establish a program to administer
T

The Intent is to better cddress the needs of those reagicns
of the c*“ntry with few federal Community and- Mlgrant Health
Centers ‘arnd  to assist facilities which may be providing low-cost

(g% g ki

primary czre, but may not possess a wide enough array of services
or- personnel to qualify as Community Health Centers.

Enhanced Assistance for Community‘Health Centers and
Federally Qualified Health Centers

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

o this provision is intended to complement the state-basea
community primary care grant program described above. Zoth
provisions.-are aimed at addressing the shrinking
availability of primary health care services in the
country’'s rural and inner-city communities.

Tax Incentives for Practice in Rural, Frontier, and
Urban Underserved Areas

® - Physicians practicing in rural, frontier, or underserved
urban areas are allowed a tax credit egual to $1,000 a
month. Nurse practitioners and physician assistants would
also be ellglble for a similar credit equal to $500 per
month;

¢ loan repaYments under the National Health Service Corps Loan
Repayment -Program are excluded from taxable income;

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

® interest, up to $5,000 annually, paid on educatlon loans of
a physician, ~reglstered nurse, nurse practitioner, or
physician’s assistant is allowed as an itemized deduction if



rees to practice in & rural community.

V]

The indivicuoal :

Development of Networks of Care-in Rural and Frontier
Areas :

-} The HHS Secrstary is authorized to waive certain Medicare
and Medicaid reguirements for demonstraticn projects to
opeérate rural hsalth networks. ©Public and private entities
mav apply for such waivers. The Secretary mav award grants
TO assist crganizations in rural networks planning;

9 the Secretary will conduct a study on the benefits of
cdeveloping a suppiemental beneiit ‘package and making
available premiums that will improve access to health
services in rural areas.’ ' B ‘

Rural and Frontier Emergency Care

A rural emergency medical services program.is established to
improve emergency medical services (EMS). operating in rural and
Irontier communities. This program will:

o offer a matching grant program for improving state EMS

‘ services. These grants will encourage better training for
health professionals and provide necessary technical
assistance to public and prlvate entities which provide
emergency medical eerv1ces,

[ 3 provide federal grants to states for telecommunications

' demonstratiocn projects linking.rural and urban health care
LaCllltleS,

L establish an Office of Emergency Medical Services to provide

‘technical assistance to state EMS programs;

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

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

PRIMARY CARE PROVIDER EDUCATION

o

This subtltle features mechanisms to 1ncrease the number of
primary care physmc¢ans.



Medicare GME Demonstration Project

Up TO seven states to experiment

duate medical education (DME)
number of primary care physicians.’

£ E

ving states may use different

[y
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payments to i:

Under this crog gualisf

welgntlng factors. or =z communltj ~-based health care training
consortia, to dirsct a greater share of it s DME funds for
primary care mediczl education. A consortia will be
composed of tsacning nospvitals, medical scnhools, and
ambulatory training sites, with the goal oi increasing the
number of primary care providers; : ‘

up to seven training ¢onsortia nationwide will be eligible
to receive Medicare DME waivers directly from the Secretary.
Each such censortium will be permitted to determine the most
appropriate mechanism to use its DME resources to increase
the. number of Dr;rarv care providers, including clstrlbutlng

funding to medical schools.
Community-Based Physician Training

Medical resident training time in non-hospital-owned
communlty ~based ssttings will begin to be counted in the
determination of full-time-eguivalent residents for the
purpose of making Medicare DME payments with the goal of
moving more *es;cbncy t*alnlng out of hospitals and into the
community;

for the purpose cof Medicare indirect graduate medical
education payments (IME), training time in non-hospital~-
owned ambulatory settings will be counted in the
determination of full-time- eaulvalent residents with the
goal of providing equal incentives for hospitals to train
primary care residents and sub-specialty residents. 1In
addition, per-institution IME payments are adjusted to
assure budget neutrality.

Bxpansion of Natiocnal Health Service Corps

Increases funding for the Natlonal Health Service Corps
scholarshlp and Lhe State Loan Repayment prograns.

Increased Resources for Primary Care Health Professions
Training :

Enhances resources for Public Health Service programs which

support training of primary care providers as follows:

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

creates a new scholarship program and increases Title VII
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ublic Health Service Act funding Ior physician
9 ‘incresases Title VII Pubiic Health Service Act fu
nurse practitioner training and scholarship programs.

State Programs for Non~Physician Providers

° A demonstration program is created for states and non-rrorit
orcanizations to experiment with changes in state scope-of-
practice laws Ior nurse cractitioners and physician
assistants, the retraining of subspecialists to deliver
primary care, and other mechanisms to increase the supply of
primary care providers. oo ‘

PROGRAMS RELATING TO PRIMARY AND PREVENTIVE CARE SERVICES

This subtitle enhances state and federal maternal and child
health and social services Drocrams and comarehen51ve school
healith education programs.

Maternal and Child Health Coordination

A state grant program is established to decrease infant
morpidity, reduce low-birth weight infants, and to improve
overall maternal and child health. These grants will be used by
states to develop and implement coordinated, multi-disciplinary,
and comprehensive primary health care and social services, &s
well as health and nutrition education programs. A state
receiving a grant will use such funds to coordinate a broad range
of state &nd federal programs.

School Health Education

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

TAX AND ENFORCEMENT PROVISIONSY
GENERAL TAX PROVISIONS

Thls subtitle provides for the tax treatment of emoloyer and
employee contributions to health plans and medical savings
- accounts. .

Employer Contributions:
®Employer contributions to qualified health plans are excluded

from employee income. This exclusion is limited to the weighted
average cost of the lowest priced one-half of the qualified plans



fersed in the HCCA (this "zppliiczble dollar limit” will vary
based cn family snrollment it

to gualified health tlans in excess of the limit,
ified health plans in anv amount, are taxable o
the emplcvee '

dthe emplover’s deduction for contributions te a gualifiied health
clan is iimited to the applicable cdollar 1limit for each emplovee.

Contributions by Individuals aﬁd'the Self-Employed

OThe health insurance deduction Zor self-zmploved persons is
extended permanently and-increased to cover 100% of the cost of
qualified health plans, subject.to the applicable dollar limit;

othe medical expense deduction for nhealth insurance premiums Ior
ﬂnalv10uals is increased to permit the deduction of 100% of the
taxpayer’'s cost for a Quallflea health plan, subject to the
applicable dollar limit.

PROVISIONS RELATING TO
ACCELERATED DEATH BENEFITS

This subtitle clarifies the income tax treatment of
accelerated death benefits paid to terminally ill persons.
Payments made under a qualified terminal illness rider can be
received tax-free as if they were paid after the insured's death.

LONG-~TERM CARE PROVISIONS

This subtitle provides tax incentives for long-term care,
including a medical expense deduction for long-term care services
and tax benefits for the purchase of long-term care insurance.
This subtitle also establishes consumer protection provxs;ons
applicable to ‘such policies.

Qualified LonguTerm Care Treated as Medical Care

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

Treatment of Long-Term Care Insurance or Plans

e Employer provided long-term care coverage which meets
certain consumer protection standards promulgated by the
NAIC, is excluded from an employee’ s taxable income.
Premiums paid by an individual for qualified long-term care



2re deductizls zs & medical =xpense:

o qualified'l::g-:e:m care coverage may provide beneiits in
the form ol z per diem as long as such amount does not
tar Zzy.

exceed S$100C
Requirements for Issuers of Long-Term Care Insurance

per cay per policy shall be imposed on

9 A penalty cZ S100 o
2 issuers failing to meet NAIC standards.

long-term czre i

Uniform Language and Definitions i
D
-] - NAIC is dirscted <o promulgate standards for the use of
uniform lancuage zand deIlnltlonS in long-term care insurance
policies, with permissible. variations to take into account
difierences in state licensing requirements for long-term
care providsrs. : ‘

QUALITY ASSURANCE AND SIMPLIFICATION

Under this subtitle, gualified health plans are required to
annually report cata on the guality of their services, including
treatment outcomes and effectiveness to the HHS Secretary, their
certifying state, purchasing groups, and to. individuals enrolled
in the plan. The standards for quallty assurance programs and’
the format for cualitv data are to be set by regulation.

PART I - STANDARDS AND MEASUREMENTS OF QUALITY

The Secretary will consult with private entities to develop
standards with which the guality assurance programs must comply.
These standards will require that a qualified health plan
annually provide guality data and information to the Secretary,
the relevant HCCA and to individuals enrolled in such plan. The
standards will protect the confidentiality of individual
enrollees. Beginning in 1996, the Secretary will publish an
annual report -- to be dlstrlbuted to each gqualified health plan,
purchasing group, Governor and State legislature -- on .
expenditures, volume and prices for procedures. This report will
identify:

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

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

-— states and localities requiring additional
cost control measures. .



A specialized csnter ¢If care mayv submit tc the secretary
-_inical &nd other informaticn bearing cn the cuality oI care it
orovides.  Such information shall include suffiicient data to take

im0 account outcomes &nd risk factors associated with treatment

~nrough such centers. The Secretary will develiop ccmparative

inZormation ragarding the performance‘pf such csnters with the

_,iatlve performance of other facilities providing tme same
srvices. :

The Secretary will study the feasibility ci creating en
zncy for Clinical Lvaluatlons under wnlch the IQlWOWLnU will be
nsolldatea~

e Admlnlstrator, Health Care POllCV ano
Research (AHCPR); - .

- Director, National Center for Health
Statistics;

-- ' ‘Director, Office of Medical Applications of
' Research, National Institutes of Health
(NIH);

--  Director, Office of Research and
Demonstrations, Health Care Financing
Administration.

"This new agency will be authorized to:

-~ set priorities for strengthening the medical
research base;

- support research and evaluation on mediceal
effectiveness through technology assessment,
consensus development, outcomes research and
the use of practice guidelines;

- conduct effectiveness trials in collaboration
with medical specialty societies, medical
educators and qualified health plans;

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

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

- design an interactive, computerized
' dlssemlnatlon system of information on
outcomes” research, practice guidelines and
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other informaticn Icr providers.
PART II - AGENCY FOR HEALTH CARE RéLICY AND RESEARCH (AHCPR)

Part II gives AHCPR *espcxswnltltv for evaluating and

disseminating information on rzsearch priorities and the ability
o conduct trials on the eifsciiveness of medical services.

AHCPR must establish a clearinghouse to compile and provide
nformaticn and research data zoout the effectiveness trials.
fend investigator wiil be appecinted to initiate research with
espect o the relationship between health care treatments and
ut I

PART III - %EDICAL RESEARCH TRUST FUND

Thls part establlsnes & :uqd “amlnlsterea by the HHS
Secretary to supplement research activities at NIH and health
information communications research by the National lerary oI
erLCLne The Fund is financed by a voluntary check-ofi on
individual tax returns and certain civil penalties imposed under

ERIEA.

SUBTITLE B -- ADMINISTRATIVE SIMPLiFICATION

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

Adoption of Standards for EDI

o Establishes a federal Health Care Data Panel which
recommends to OMB (which subsequently issues regulations
that apply to all federal agencies and to the private
sector) the adoption of data standards for the electronic
‘exchange of health care information; : /

] standards shall be based on existing standards, where

' ~possible, and include data to monitor access to health care
services, and other data sets, as deemed appropriate by the
panel.

Timetable for Adoption of -Standards

] Standards for EDI are phased-in over time, according to the
following timetable: 1) financial and administrative
transactions_(within 9 months of enactment); 2) initial
quality indicator data set (wmthln 12 months); 3) a
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T (within 2 vears); and
b

nensive clinical ’ 3
1t medical records (w;tnﬁn 2

ncargs “or elecrtronic
oo

health insurers and providers are reguired to comply with

the IZI standards or use & nealth care information

clearinghouse to translate data to the standard. There is &
grace pericd for adopting established standards and waivers
for small end rural ﬂOSDltclS and others under certain

circumstancas.
Privacy and Confidentiality

The 2ct establishes strict vacy and confidentiality

or
standards, enforced by crlmlnal,p naltles, ‘which require:

@

information o be collected onlv to the extent necessary to

carry cut the purposes of the Act;

lnfor“ed consent for lnxormatlon collected for one purpose

‘to be used IZor another, unless poollng with other

individuals renders the information unidentifiable;
disposal of information when no longer necessary;

methods to ensure verifiability, timeliness, accuracy,
reliapbility, utility, completeness, relevance, and
comparability of the information must be instituted;

individuals to be notified (in advance of the collecticn of
such information) as to whether their compliance is
mandatory or voluntary, what the record-keeping practices
are concerning such information, and how the information
will be used: '

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

PATIENTS RIGHT TO SELF-DETERMINATION REGARDING HEALTH CARE

This title provides for more effective implementation of

living wills and advance directives by:

requiring each gualified health plan, Medicare, and Medicaid
to disseminate information on existing state laws regarding
patlent s living wills and advance directive rights to
improve the education, awareness, and exercise of such
rights;

allowing health care providers to honor advanced directives
and living wills which constitute a reliable expression of
the individual‘’s wishes concerning his or her health care,
otwlthstandlng technical formalities of form, language or



2xecution sceciilsa under state law:

o Dermlttlnc portability between states so that such
directives mav bz nonored, except where they conilict with
substantive crovisions cof state law ragarcing health .care

‘Treatment;

9 requesting the HXZS Secretary to .study implementation of the
Patient Seli-Determination Act of 1880 and make
recommendations tc Congress.

TREATMENT OF EXISTING rEDERAL PROGRAMS
MEDICAID PROGRAM

OPTIONAL COVERAGE UNDER
QUALIFIED HEALTH PLANS
° At state option, the Medicaid program will permit AFDC
recipients and SSI recipients to receive medical assistance
through enrollment in - a qualified health plan offered 'in a
local HCCA. The state may not restrict an individual's
choice of plan and is not reqguired to pay more than the
applicable dollar limit for the HCCA area (as determined
under section 2001 of the Act). The state will make all
necessary pavments of premiums, copayments and deductibles
under the selected gqualified health plan._ The number of
individuals elecz~ng to enroll in a qualified health plan is
limited to a fifteen percent of the eligible population in
each of the first three years, and ten percent in each year
' there after.

PART II -~ LIHITATION ON CERTAiN FEDERAL MEDICAID PAYMENTS

° Federal financial participation for acute medical services,
including expenditures for payments to qualified health
plans, dis subject to an annual federal payment cap. The cap

'+ is determined by multiplying the per-capita limit times the
average number of Medicaid categorical individuals entitled
to receive medical assistance in the state plan. ’

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

L - In years after 1996, the pér-capita limit is egual to the
per capital funding amount determined for the previous
fiscal year increased by 6 percent for fiscal years 1897



through 2000, znd I zsercsnt Zor fiscal vear 2001 znd bevond.
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category ©Of indivicduals that were

ance in fiscal year 1954.
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eligible for as in
PART III . -- STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE
SERVICES

At state opticn, the Act ‘sstablishes a risk contract program
within the Medicaid prograzm which,allow states to enter into
contracts with at-risk primary care case manacement
providers. Aan at-risk primary ‘care case management provider
~must be a physician,.group of physicians, a federally
qualified health csnter, & rural health clinic or other
entity having other arrangements with physicians ooeratlng
under contract with a state to provide services under a
primary care case management program.

Risk contracting entities must meet federal organizational
requirements, guarzntee enrollee access and have a written
‘contract with the state agency that . includes: an
experienced-based cayment methodology; premiums that do not
discriminate among eligible individuals based on health
status; requirements for health care services; and, detailed
specification of the responsibilities of the contracting
entity and the state for providing for or arranging for
health care services. .

Standards are established for internal quality assurance and
state optlons regarding enrollment and disenrollment are
specified.  State znd federal monitoring of guality and
access standards are also established.

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

PART IV —-- OTHER PROVISIONS

The Act phases out Medicaid Hospital Disproportionate share
adjustment payments by flscal year 2000.

SUBTITLE B MEDICARE



“ediczre beneficiaries nocse to remain in the Yedicare

mav C
crogram ¢r enroll in the same &aa;wz;ea health plans &s the ncn-
2icderly oncoulation. The Yediczre risk contracting prcgram is
strengthenea The -annual rats of growth of Medicare expenditur
is razduced from 12% to 7% over the next decade by making
zdjustments in payments to csrtain nealth care provicers, and -y
acking hicher income senior citizens TC pay a greater sShiire O,
their part 3 premiums.

PART I - LWROLLMENT CF MEDICARE BENEFICIARIES IN QUALIFIED HLALTH

PLANS
° The EHS Secretarv is directed to develop and submit 20
Congress a proposai for the integration of Medicare
benefiiciaries into quallrled heaith plans. In the interim,

¥Yedicare enrollees may opt .to enroll in gualified heaith
plans and receive the same benefits as the under 53
pOPULathD,,lnCludlng prescription drug coverage;

o the fsderal government would make payments to a qualified
health plan, on behalf of the beneficiary, for a portion of.
the premium up to 100 percent of the average amount Xedicare
spends per beneficiary in that area. The beneficiary would
be responsible for the remainder of the premium. The amount
the beneficiary would have to pay would depend on the cost
of the gualified health plan selected. Medicare
beneficiaries who choose to remain in the existing Medicare
program would continue to receive the Medicare benerit
package.

PART II - ENHANCEMENT OF MEDICARE RISK CONTRACTS

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

® these enhancements will increase the number of managed care
providers offering enrollment to Medicare beneficiaries,
especially in areas of the country where there is currently
no option for enrollment in a managed care plan.

PART III - MEDICARE SELECT

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

PART IV -~ OTHER PROVISIONS



This legislation siows the annual rate .of growth in Medicare
expenditurss from 12% to 7% cver tha next <ecade by making
adjustments in pavments toO health care providers Ior certain
services. Changes include the extension c¢i several Medicare
payment policies that are due to expire in 1999. 1In addition,
coinsurance is imposed for iazboratory and home health services;
hospital disproportionate share adjustment payments &are phased-
.out, and bad debt recognition fcr hospital services 1is
eliminated.

M,

Finally, the bill increases the Medicare part B premium e}
LnGlVlouaiS whose incomes exceed $90, 0090. rer year and for cou up
whose incomes exceed 3115, OOO cer year

r*************************r*gf******************t**************f*
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MEDICAL LIABILITY REFORM
This subtitle provides mecnanlcms to resolve dlsoutes over health .
care malpractice claims more effectively and efrlc1ently It
puts in place reforms that should lead to.a reduction in the
practice of defensive medicine, while ensuring that victims of
medical malpractice are fairly compensated and guality of care is
monitored and maintained.

MEDIATION AND ALTERNATIVE DISPUTE RESOLUTION

® . Qualified health plans are requlred to provide medlatlon
procedures approved bv the state in order to facilitate
early resolution of potential health care malpractice.
claims. Any party to a health care malpractice claim is
required to participate in mediation if requested by another
party to the dispute. All information disclosed in the
mediation proceeding is protected from use in any other
proceeding unless it is discovered independently.

Mandatory Alternative Dispute Resolution

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

® upon completlon of the alternative dispute resolution, any
parties to the dispute may appeal their case to the
appropriate state or Federal court. However, if the party
seeking the court action receives a worse result than that
receilved in the alternative dlspute resolution, that party
bears all cou¥t costs.



PART II -- LIABILITY REFORM

Non-~economic awarded to- & pla*t“lz_ in a health care

Zamagss
malpractice clazim cr action may not exceed $250,000. The
amount of damages zwarded to & party must te reduced by the
amount of anv pest or Ifuture payment Ior the same injury.
The iiabili:iv of szzch defendant ifior non-economic and

wt
l(

punitive damages
cf responsibility
charge contingency

i3l be based on the defendant’s proportiocon
‘5r the claimant’s harm. Lawyers may not
fzes creater than 23% of the total award.

Reform of Procedures
juri =uf£ered by minors youncger than six, the
statute of iimitations’ for a health care malpractice claim
shall be two years from thé date on which the injury and its
cause should reasonably have been discovered. The court or
other adjudicating pody must impose sanctions on individuals
who pursue &an unreasonable health care malpractice claim or
action.

Practice Guidelines

This section establishes a rebuttable presumption that |
state-developed, fezderally-approved practice guidelines
constitute an appropriate standard of care. No health care
provider may be reguired to provide, or be held liable for
failing to provxde, new or. experimental treatments until
they are found saiz and efficacious by the appropriate:
federal agency. :

Drugs and Devices

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

"relevant information was withheld or misrepresented, or an

illegal payment to secure approval was made. Approval by
the FDA is an absolute defense to strict liability claims.

SUBTITLE B -- ANTI-FRAUD AND ABUSE CONTROL PROGRAM

This subtltle establishes a stronger, better coordinated

federal effort to combat fraud and abuse in our health care
system. It also expands criminal and civil penalties for health
care fraud to provide a stronger deterrent to the billing of
fraudulent claims and to eliminate waste in our health care
system resulting from such practices. It would:

require the HHS Secretary to establish and coordinate a
national health care fraud program to combat fraud and abuse
in government and prlvate health care programs,

~5 -

finance the antl fraud efforts by setting up an Anti-Fraud



znd Abuse Trust Tund vonies from penalties, Zines. éand
Zamages assesssd Z:-r heaith care iraud are cedicated to the
Trust Fund to pav I°r ths anti-firaud efforts;

9 increase and extend Medicare and Medicaid civil money and
criminal penelties Zcr frzud to all health czre programs;

9 zallow competitors to sue-health care providers who cefraud

the Medicare or Medicaid programs if the government does not
bring charges against the iraudulent provider;

9 . bar providers convicted of health care fraud Zelonies from
participating in the Medicare program;

-] require HHS to publish-the names of providers . and suppliers
who have had final adverse actions taken against them for
health care fraud.

.

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

This subtitle will create a more flexible antitrust policy
environment for the evolving health care marketplace, and allow
the efficient collaboration of providers encouraged by the Act,
including the elimination of expensive, duplicative and
ungerutilized equipment and services.

Statutory Safe Harbors

® The "safe harbors" apply to: (1) small provider
combinations; (2) activities of medical self-regulatory
entities; (3) participation in certain surveys of cost,
price, reimbursement, and employee wages and benefits; (4)
joint ventures fox hlgh technology . and costly eguipment and
services; (5) small hospital mergers, (6) joint purchaSLng
"arrangements; and, (7) good faith negotiations;

®  the Attorney General, in consultation with the HHS Secretary
and FTC Chairman, &lll solicit suggestions for, and
promulgate, additional safe harbors to further health care
reform. :

Certificates of Review (Waivers) Awarded by the
Attorney General

® Providers may petition the Attorney General for certificates
of review to obtain an antitrust exemption for relevant
activities. 1If the Attorney General does not reject the
application within 90 days, the activity is deemed approved.

Provider NOtlflCathnS for Reduction of Antltrust

Penalties - .


http:certa.in

Jpon notiiicaticn caticn of proposed ventures,
health care provid iﬂit_;@tentlcl antitrust
cenalities that nay 2d ecainst the venture tTo actual
damages and avoid "zex condemnation; applicants ox
certiiicates ol review exemption from antitrust laws are
automatically treated in this manner; :
certzin networks ot non- instituti onal providers ODtcl these
[-ayd

benerits without notification if they meet certain criteri

New Qffice at HHS

-The pill creates an Offi
within HHS to assist -the-
care antitrust policy.’

“ce of Heaith Care Competition Policy
Secretary in . implementing health

'SUBTITLE G - DEFINITIONS

N

Key terms are defined &s follows:

with respect to a health plan, a “delivery system” can be a
1) feze-for-service, 2) preferred provider, 3) staff or group
model health maintenance organization (HMO), or 4) such
other system as the Secrstary may recognize;

in. the case of a health oian operating within one state
wthD has a qualified healith plan. certification program, the
"appropriate certifying aathorlty” is the state commissioner
of insurance, or the state authority responsible for.
regulating lnsurance° in all other cases, it is the HHS
Secretary; ‘

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

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

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

“equivalent health care programs” include parts A and B of
Medicare; Medicaid; the health care program for active
military personnel; the veterans health care program;
CHAMPUS; the.Indian Health Service program; and, any other
plan recognized by the Secretary to provide retiree health
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5/25/94
TABLE 2
OP%ION PACKAGE 'FOR 10% and 15% HMO REDUCTIONS (HSA BASE)

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

be needed:

Change : HSA ~10% ~15%

Hosptial or specialized 0 $250 $400

facilities admission

deductible

Emergency Room Use $10 | $100 . §150

(includes physician charges '

Inpatient Surgery 510 $100 $150
(in addition to hospital deductible)

‘Delivery $10 $100 8150
(in addition to hospital deductible)

T - ) . I, i

Outpatient Surgery
(includes facility charge): -
Outpatient hospital $10 $50 $75
Freestanding facility $10 $25 $35
Office Surgery $10 - $15 $20
Physician, dental visits, s10 $15  $20
Other practioners
(octher than prevention, ADM,
and vision)
ADM residential or s25 $35 $45
outpatient ‘

. Routine vision exams $10 825 $35
Home Health Care $10 $1S $20
Ambulance . 0 $80 $75
DME ’ 0 20% ‘ 30%
. <y, . i, H
Prescription Drugs $5 $10 . 315

OFTIONAL FORM 98 (7-90)

FAX TRANSMITTAL  [soomm> )
m%mn \&wfﬁf mE;kQWWmAJE&QhL_ e S

. DeptiAgency Prone #

m — , , -
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TABLE 1
OPTION PACKAGES FOR 15% REDUCTIONS (HSA BASE)
FOR FEE-FOR-SERVICE*

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

Ogtion#;

Raise Cost Sharing .20 to .25A
Raise Out of Pocket $1500 to $2500

Lo

‘Raise deductible to $400

Add a $250 per hospital admission deductible

Option IT - | .

Raise Cost Sharing .20 to .25

Raise Out of Pocket $1500 to $3000

Cut Mental Health benefit to Blue Cross Standard

Change Prescription Drug cost sharing (.2 to .6 in higher)

Option IIT
Raise QOut of Pocket $1500 to $2500

" Eliminate Prescription Drug or Mental Health

Option IV
Raise Out of Pocket $1500 to 52,000

Raise deductible to: $§250 ¢ -

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

*To get full 15% will need comparéble reductions in HMO benefits.
See Table 2 for HMO package.
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cCcsol ‘ Thursday, May 26, 1994 5:17 pm
MEMORANDOM
To : Jennifer Rlein

Fram ¢ Jim Mays '
Subject : More Cost-sharing Variatiane - (Pee-for-service only)

F‘ollcar.u:g up an your raquest for cptiens to cut 10%, 15%, and 20%
off the "HSR-5%" level, here are cost-sharing changes which should
generate approximately theae additional savings.

Aklitianal 10% cut:
- deductible = $500/$1,000
coinsurance = 25%
cost-sharing maxzimum » $2,500/53,000
| Additienal 15% cut:

dedurtible = §700/$1, 400
coinsurance = 25%
cost-sharing maximm = §3 ,000/83, 000

Additienal 20% cut:
deductible = §1000/82,000

_ coinswance = 25%
" 'cost-sharing maximam 5 53,000/53,000

cosol
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Administrative Issues With MEDCO/MERCK Proposal

o ENROLLMENT - Confusion could result among beneficiaries as a
result of having to make a choice among three drug processing firms
in order to receive their Medicare benefits.

+ Undcr the proposal, beneficiaries who do not make a choice
among plans would be assigned by HCFA to the plan which

includes their pharmacy.

++ How would HCFA obtain this information? Beneficiarics
' who do not make a choice might also be incapable of
mdwatmg a preference among pharmacies.

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

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

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

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

- o SELECTION ISSUES - With multiple entities and beneficiaries
enrolling in their plan of choice, some plans could experience adverse
selection. No mechanisms to risk adjust payments are specified.

o' POTENTIAL FOR SIGNIFICANT OVERPAYMENT - Under the
‘proposal, plans would guarantee a §% savings relative to what
spending would be under thc Chairman’s mark. It is not clear .
whether 5% is sufficient given the use under the proposal of.
restrictive formularies, pharmacy networks and manufacturer
discounts. If the 3% savings is too small relative to the potential
savings from the restrictive benefit proposed, contractors would
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receive a windfall.

o INCENTIVES - Payment incentives faced by plans could lead to an
actual increase in the costs for other Medicare services. Payment on
the basis of a fixed price per prescription or therapy day would
provide an incentive to reduce the mix. of drugs provided. While such
an incentive is consistent with the move to increase use of generics, it
could also result in an inappropriate reduction in such mix.

-

Mulnp e DBM firms, each with their own formularies, could result
in coverage. that varies signiticantly w1thm a geographic area. '

Non-institutionalized bcncfmlarlcs on avcxagc purchase 15
prescriptions per year. The average for beneficiarles with
functional impairment and for those with poor health is 26 and 31,

" ‘respectively. Given reStrictive formularies, it is doubtful that a

beneficiary will be able to find a plan that covers all of the drugs.
‘that they are currently taking. “As a result, the proposal will lead
to beneficiaries changing their prescriptions. . ‘

Although a beneficiary’s physician could in theory obtain coverage
for a drug not on a plan’s formulary, this would involve proving
medical necessity to the DBM tirm which could have an economic
interest in opposing such an approval

'The structure of a plan’s formu 1ary would be determmed by each
plan. Thus, it may be difficult for beneficiaries to compare
formularies when choosing a plan.

Members of the “independent" Pharmacy and Therapeutic

. Committee would determine formulary and prior authorization

policy for cach plan. Although members of the committee are
_prohibited fruom having a direct financial interest in 28 DBM firm

~“or In the pharmaceutical or biotech industry, there is no

prohibition of a family member having a direct interest or the
individual having an indirect interest (e.g. through a holdmg
company).
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o DRUG UTILIZAT]ON REVIEW - Physicians ar¢ used to dealing with
uniform medical review criteria for Medicare beneficiaries ina
geographic area. With three DBM firms in a geographic area,
physicians will have to cope with three dxffcrent formularies and DUR
protocols :

Y

o CO SUES

+ The proposal calls for state-sized service areas. This would mean
that HCFA would have (0 administer up to 150 separate contracts.
HCFA is currently pushing to consolidate the number of
contractors processing other Medicare claims.

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

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

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

+ Why would cmploycrs continue to offer prima’ry drug coveragc to
retirces when coverage under Medicare becomes available?

+ SSA systems are not cquipped to deduct a differential Part B
prermum

0 QIHE_B_I;S_UE_S_ Under the proposal HMOs would be able to serve
as Medicare drug contractors. HMOs could use information on the
individual’s drug utilication to target healthy individuals for
enrollment under a risk contract.
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Health Care Reform model parameterfassumption checklist, 6/14/94 5:35 pm

T

Default oplion

(don’t run: just for
discussion/comparison
purposes) '

Modifications
(MB6.13.94)

P.02

benefit package

HSA-5% by higher cost
sharing

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

employer mandate -

all firms;

80% in aggregate;
HSA-like per worker
obligations;

exemptions: no firm
mandate until 1998.

no payroll taxes if

-don’t offer in
1 interim,

1% payroll tax on
500+ whether offer
or not

triggers:

Case I:

100+ in 1998 il 85%
of currently

‘uninsured workers

and dependcents not
covered;

26-99 in 1999 if 80%

. ey

| 2.25 in 2000 if 75% .
{ . . plus individual

mandate in 2000;

Casc 11: Case 1 plus
1 year (100+ in 1999,
etc).
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2
individual mandate HSA-like; 20% plus unpaid Case I: year 2000
“employer" portion; only
Casc IT: year 2001
‘ only '
firm subsidies - b 5.5-12% individual wage | 2.8%-12% individual
' caps, depending on firm size | wage caps, converted
and average wage, for all to dollars, tied to
firms (Retreat Model 1) premium targets and

indexced at HSA
growth rates;

Subsidies phased-in:

Case I: assuine
7/1/96 start date --

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

& i: H
Case II: assuine
1/1/97 start date --
, same rules.
individual subsidics 11SA change 3.9% to

8.0% on 20% sharc;

no special early
retiree policy;
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w

alliances/community rating
pools

Medicaid non-cash,
nonworkers, and workers in
firms with < 1000;

higher take-up rates

workers in firms
with < 500,
nonworkers, sell-
employed, part-
timers, non-cash
Medicaid; AFDC
and SSI capitated;
govt. buys non-cash
Medicaid comm.
rate policy until i
2000 (2001) when
they are treated like
others cligible for
subsidies. We'll
convey an
assumption about

" premium caps -

HSA-like, enforced through
either mandatory alliances or
voluntary alliances and state
insurance offices.

later). J

tax plans above
target to rccapture
individual subsidics
and revenue losses,
rate to be ‘
determined by
Treasury, based in
part on bidding
assumptions
(attachment 1).

interim premium
adjustments

- L t

f

NA

adjustments nced to
be made for:

adverse sc‘lccli'on:v
uncompensatcd care:
S&L + Fed DSH:
smaller community

rating
pool 22227772

NE'T': (attachunent 2)
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Il Financipg

NOTE: losc
Medicaid, Medicare
Worker, Other :
| Federal Program,
| and Cafetcria plan
savings until 2000;
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Attachment 1, 6/15/94

The purpose of this attachment is to clarify assumptions about the time path of
premiums under the proposed assessment rules. It is not possible to construct a
premium forecast in the absence of hard caps without making heroic
assumptions. Bclow are three scenarios which (hopefully) bound the range of
rcasonable possihilitics, ’ '

Global Assumptioﬁs:

Tht averape unconstraincd tbid in the absence of any tax would be 7.5% higher
* than the adjusted HSA target (H' = CRO’s HSA premium adjusted for adverse
selection, uncompensated care, and S&L+Fed DSH). This average is the result of
(1-x%) of plans that bid above the target, on average P,, and x% of plans that
“bid at (IT') or below (P,) the target, i.c.,

average pre-tax bid = 1.07511* = (lfx)P, F xR+ x, Py, where x = X" + X,
~ Now,

IF  x = .4 (default assumption in year 1, see table below),
x, = .08,
Pb = »95]1‘,

“then P, = 1.13H". This says that the average bid above the target would be
13% higher (han the target in year 1 (1996). It scems reasonable to
assume that P,/I1' does not increasc over time, as competition works its
magic. : ‘
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IR . 1
o Default schedules for x: |
1996 1997 1998 1999 2000 2000+
No tax 30% 27.5% 25% 22.5% 20% 20%
tax, 30% 275% | 25% 22.5% 20% 20%
inclastic ‘ «
demand
tax, 30% 2.5% | 35% 37.5% | 40% 40%
inelastic ° ‘ ' '
supply
tax, equal | 30% 30% 30% 30%. 30% 30%
supply and i : ‘ :
demand
elasticitics

T

Now, cnter taxes/asscssments on high cost plans.

The tax is to be set on the folal

target.

premium of all thgse plans which bid above the

Let T = the tax rate on the deviation from the target, and t = the tax rate on the
‘total premium. The relation between the tax rates would then appear to be:

(P, - H") = tP,, for they both must raise the same amount of moncy.

Now, since P, = kH' in general, (k > 1),

-t = t(k-1)/k. Treasury informed us on Friday that T = .45-8, depending on the
clements of the "holc" one needs to make up. The proposal then evolved to
protect cmployer subsidies from premiums higher than our targets, and to make
household subsidies slightly less generous, so our initial guess is that T = .5, With
k = 1.13, as we assumed above, t = .057. We rounded this to t = .06 in all that

follows.

(Y



Scenariv 1:

'
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perfectly inelastic demand.

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

. b, t :
L+9)H' = Ax)(1+0P, + T + x,P,.

y is the percentage over the target the post-tax premium turns out to be.

IF: x, =.0S, P, =.95H", P, = 1.13II', then

y(t=2) |y@=1) |y (t=.06)
1996 | 247% | 167% | 13.6%
1997 | 256% |174% | 14.1%
1998 |26.5% | 18.0% || 14.6%
1999 |27.3% | 186% | 151%
2000 | 283% || 192% | 15.6%

The driving force behind the trajectory is the assumption of market share
at or below the target (x). To derive the appropriate preniium in year z,
multiply 1 + y times the appropriate H. Since we believe t = .06 is the
best a priori guess, we recommend using the third column for now for
Scenario 1. ‘

y
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Scenario 2: pcrfectly inelastic supply -

Plans know they can pass the full tax increase backward onto their
providers, or alternatively, alter the mix of services that lowers costs. In
this case plans that bid above the target before would bid P/(141) after the
tax, yielding a post-tax average premium of;

A4y)H" = (1-3)P, + (x-x )11 + x,P,.

This scenario embodies more favorable assumptions for competition, 50 we
assume higher market shares for plans at or below the target and growth
in their market shares through time,

L Y . 1, ) H

Note this average premium is independent of t.

IF:  x, =.10, P, = 900", P, = 1.13II', then

y
1996 | 8.6%
1997 | 8.3%

1998 | 8.0%
1999 | 7.6%
2000 | 7.3%

The driving force behind the trajectory is still the assumption of market
share at or below the target (x). To derive the appropriate presnium in
. year z, multiply 1 + y times the appropriate 1",

. o t
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Scenario 3:  equal, nunzero and finite demand and supply elasticities
Plans know that the incidence of the tax will be shared among providers

and enrollces. a is the fraction of the tax that can be pushed back to
providers. This is the real world, and the average post-tax premium is;

(I+y)H" = 1-x)[1+(1-)t]P, + (x-x,)H" + x,P,.

0 < o < 1. Note that o = 0 and this reduces to Scenario 1, o = 1 and this
reduccs to Scenario 2. :

IF: @ =.5x, =.075, P, = 951", P, = 1.131{", then

y@=2) |y(=1) |y =00
1996 |166% | 127% | 11.1%

1997 |i66% | 127% | 11% |
1998 |166% | 127% | 11.1%
1999 | 16.6% || 127% | 11.1%
2000 | 16.6% | 127% | 11.1%

Again, we reccommend the third column as a best first guess.
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- Post-tax Premium Adjustment Factors
(muluply by nct adjusted CBO HSA in each year to get premium)
(real 1994 §)
Year base case: no | Scenarlo 1 Scenario 2 Scenario 3
. % taxes, no
' premium caps | perfectly perfectly equal and
inelastic inelastic finite
demand | supply - demand and
supply
clasticities
1996 1.089 1.136 1.086 1.11
1997 1.091 1.141 1.083 1.11-
1998 1.095 1.146 1.080 1.11
1999 1.098 1.151 1.076 1.11
2000 and 1.102 1.156 11.073 111
| beyond ‘

There are still two issues.

Issue one: What premium we arc subsidizing?

LI

For firms, we are mandmihg the 80% of the actual but subsidizing up to the
target/capped premiuvm. This mieans firms pay thc post-tax premium but firm subsidics

are calculated on target premiums.

For households, we subsidize post-tax premium,

"The "hole" that t has to make up is the houschold subsidies plus revenue eflects.

Issue two: What growth ratcs should be applied o thesc factors?

It seems rcasonable that the default premium growth rate is the managed competition
growth rate, basclinc minus 1%, or about 7% per capita. The year to year changes in
our real 1994 adjustment factors should be thought of as marginal to this trend.
Therefore, the factors that should be multiplied by 1994 1ISA premiums are:
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Net Premium Adjustment Faclors - |

(taking into account managed competition trend, pre-trigger adjustments, and

deflated back to 1994 §)

Yecar base case: no Scenario 1 Scenario 2 Scenario 3
taxes, no , .
premium caps | perfectly perfectly equal and

inelastic inelastic finite
demand supply demand and
‘ supply
| elasticitics

1996 " * 1.152 - 1.201 1.149 1.174

1997 | 1.211 1.266 202 1.232

1998 1.282 1.341 1.264 1.299

1999 1.328 1.393 1.302 1.343

2000 and 1.288 1.351 1.252 1.297

heyond

These numbers, multiplicd by CBO’s 1ISA premium, yicld real 1994 premiﬁms for this

model.



12:25 No.010 P.13

JUN 15°'394.

- ID:

capped premium adjustments during transition to final trigger

Attachment 2

1996 1997 1998 1999 2000

base premium adj. vs. | -8% 8% -8% -8% -8%
HSA

% reduction in 7.5% 15% 33% 49 % 100%
uninsured | |
% reduction in’ 15% | 30% | 48% 64% 100%
uncompensated care -

adverse selection add- | 6% 7% 7% 6% 0

on 7 -
uncompensated care 4% 3% 2.5% 2% 0
add-on

S&L + Fed. DSH -3% -4% -2% -1% 0
subtraction -
 Academic Health +1 +1 +1 +1- +1
Center extra 1%

NET capped premiom | -2% -1% +0.5% 0% 7%
adjustment vs. HSA




DRAFT

Trigger Model 6.1.94

1996 1997 | 1998 | 1999 . 2000 1996-2000 | 1996-
' 2004
Subsidy cost: , ' '
© HSA 11 - 37 98. 122 ~ 128 396 1082
Trigger 58. 64 72 74 114 | 382 948
Ass;assment‘ |
Revenues: :
~ HSA 1 2 ]2 2 1 8 12
Trigger 12 13 14 14 15 68 128
Nu;nber S ; ‘ oo
uninsured ' S , .
HSA 33 23 0 0 0
Trigger 34 31 25 20 0

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

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

6/6/94: - JAEPicAn
leaderitrigger.out

MeDiere? voo rke rR.
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REPUBLICAN FUTURE
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WILLtAM Kezeror, CRURAN
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ThoMas L, REODES

June 7, 1994 V .

MEMORANDUM TO? REPUBLICAN LEADERS

FROM: WILLIAM KRISTOL

SUBJECT: \ Reading the President’s Lips on Universal Coverage

If you send me lagisiation that does not guarantee every American private health.
insurance that can never be tsken away. you will force ma to take this pen [and]
veto the legisistion.” (President Clinton, January 25, 1894)

“IWie‘re certainly going to be prepared to discuss eny matter, but there's been
nothing forthcoming from the White Houss. The Fresident Is the cause of the
deadlock and it isn't going to be broken until he’s prepared to sct.” (Senator
George Mitchell, April 2, 1990, demanding that President Bush abandon his "no
new taxes® pledge) ‘

Congress stands In recess and Dan Rostenkowski stands indicted as a 17-count

felon. But the scramble to create passable Isgislation from wha! remains of ths

Clinton heaslith cars plan continues unabated. The June 2 Los Angeles Timas

reports that Repubilcan and Democratic staff of the Senate Finance committse

have been "working together,” during the recess, to present that committes with a-

sot of options when It returns todsy. In other words, soma Hill Republicans ste
~ working overtime to pull Damocratic chestnuts out of the fire.  Will we ever learn?

Not If we bslieve that we can at this point forge a bipartisan heaith bill with the
Democratic leadership that serves the national intsrest {and Republican principle).
The problem is this: the Demaocratic leadership still has no interest in a sound, .
. gsensible health care bill. Speaking before the New York State Democratic
_ Convention in Buffalo.last week, Senator Moynihan himself brashly declared: "In’
this Cangress my mission is clear -- get the President his bill.* :

There you have the openly and stubbornly expressed goal of the president and
the Democratic leadership: A/g bill. Of course, as Pat Moynihan knows better
than anyone olse in-Washington, the president has no chance of getting "his bill"
as orlginally written. But backroom dealings could still produce a bill different
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enough from the Whita House packsge to be viable in the lagislative process, but
sufficiently similar {'Clinton-llte”) to protect the president’s *read my lips® pledge
on health care. And that bill would be a bad ons for the country. That's why"
Republicans should hold off on health care negaetiations until Mr. Clinton eats his
words, : - ‘ : ,

Once agsin: we are fora sound bipartisan blll. And such a bill will require negotl-
ations. But if we gre to negotiste with Democrats over health care reform, It must
be on ourterms, not theire. The current atmosphsre of Democratic anxlety — sig-
nalled most recently by Sanator Dianne Feinstein removing her name as a co-
sponsor of the prasident’s bill -- is an opportunity for Republicans flnally to foree"
a dacisive change In the terms of debate. George Mitchell, Jay Rockefeller, and
others in Congress have so far demanded that federally enforced universal cover-
age be the minimum requirement of an acceptable health care bill. And universal
health care coverage, as defined by the president and his allles, cannot exlst with-
out a systam of federal mandates on employsrs or indlviduals or both. Democrats
are no lohger In any political position to make such haughty demands. Why do
we stlll sccord them any deference? And why should Republicans be party to sn
effort to “get the president his bill?" We shouldn't. : ‘

We think Republicans. should condltion their cooperation in passing health care.
legislation on explicit Democratic sbandonment of a universs! system based on
mendates of any sort: Immediate, phased in, trlggered. or linksd to soft or hard
targets. Just as George Mitchell forced President gush to bresk hie no new taxes
pledge as a precondition to budget negotlations in 1980, President Clinton should
now be forced to buckle under and givo' up on federally mendated universal
health insurance coverage. Absent such a concession by the president, we must
convince the public that his obstinacy is the real obstacle to heslth care reform.
And we must continue to advance true, targeted health care reform that has bipar-
tisan and public suppart. : .

This strategy can only work [f Republicans resist current entreatles to join the
Democrat leadership in crafting s watered-down Clinton bill. But if Democrats
continue to insist on universal coverage achieved through Clinten-lite means, then
wo should take this battie to the country, make it a centerpiece of the fgll cam-
peigns. and explain why no billIs better than a bad one. .

The next few months provide us the chance not only to block Clinton’s legislation,
but to deliver an unquaslified defeat of Clinton’s principigs generally. The best way
to seilze health care from the Democrats is to fight for a bill that explicitly rejects
the central tanets of Clintonism: federal mandates, polltically determined benefit
packages. price controls, state-run "alliances,” and the like. The result will be a
bettar health care bill and & triumph for our princlples of iimited government and
measursd, targeted reform. ,

Pralact $ardlaa Ramiihiipam Fitura
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SCHEDULE FOR HILLARY RODHAM CLINTON
DATE: WEDNESDAY, JUNE 22, 1994
FINAL

S8cheduling Desk: - Julie Hopper
202~456~7561 work
202-456-2317 fax
P6/b(6) home
1-800-528-7528 WHCA#4096
PREV RON The White House
10:00 am- PVT MTG w/Maggie Williams and Patti Solis
10:15 am
10:15 am- PVT MTG w/Maggie Williams
10:30 am
10:30 am- PRIVATE MEETING
11:00 am Map Roon

CLOSED PRESS

11:20 am ARRIVAL OF Queen Noor
South Portico

11:25 am PROCEED to Yellow Oval Roon

NOTE: The President and King Hussein will join HRC and Queen Noor

at approx. 11:30 am

11:30 am~

12:30 pm BRUNCH
Yellow Oval Roon
CLOSED PRESS

PARTICIPANTS:
- The President
- HRC

- King Hussein
- Queen Noor

Staff Contact: Tony Lake

12:30 pm The President and HRC bid farewell to King Hussein

and Queen Noor
SOUTH PORTICO
OPEN PHOTO

12:40 pm DEPART The South Portico

EN ROUTE Capitol Hill

[Drive Time: 10 minutes]

Travelling w/HRC:
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WEDNESDAY, JUNE 22, 1994

PAGE 2
- Neel Lattimore or Karen Finney
- Melanne Verveer
- WH Photographer

12:50 pm ARRIVE Capitol Bldg

OPEN PRESS ARRIVAL

- Greeters: Senate Sergeant at Arms

12:50 pm PROCEED to [S-221]
' 12:55 pm PROCEED to S-211

1:00 pm-

2:00 pm MESSAGE GROUP MEETING

S-211, Capitol Bldg.

HRC’s Holding Room: Sec. of the Senates Office

CLOSED PRESS

PARTICIPANTS: Approx. 45-50 to attend

FORMAT:

- Sen. Tom Daschle gives opening remarks

and intros HRC
- HRC gives remarks
- Open discussion

- Sen. Tom Daschle intros Gov. Lawton Chiles
- Gov. Lawton Chiles gives brief remarks

- Open discussion

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

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

2:15 pm ARRIVE The White House South Portico
2:20 pm-
2:25 pm . DROP BY

Diplomatic Reception Room:
CLOSED PRESS

NOTE: WH Photographer will be present.

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

7:15 pm

7:25 pm

7:30 pm-
7:45 pm

7:50 pm~
8:15 pm

8:15 pm

8:15 pm-
9:15 pm

OFFICE/PHONE TIME

DEPART The White House South Portico

[w/The President]

EN ROUTE The Washington Hilton

[Drive Time: 10 minutes]

ARRIVE Washington Hilton

MEET AND GREET w/Co-Chairs

Cabinet Room

CLOSED PRESS

PARTICIPANTS: Approx. 20 to attend

FORMAT: Mix and mingle

Staff Contact: Joan Baggett

MEET AND GREET w/Vice Chairs and Benefactors
Jefferson Room

CLOSED PRESS

PARTICIPANTS: Approx. 120 to attend

FORMAT: Receiving line

Staff Contact: Joan Baggett.

The President and HRC proceed to the International

Ballroom

DNC GALA

International Ballroom
Attire: Business

POOL PRESS

"PARTICIPANTS: Approx. 2,000 to attend

FORMAT:

- The President and HRC are announced into the
room and proceed to tables

- Entertainment [Kenny Loggins]

- Terry McAuliffee intros Vernon Jordan

- Vernon Jordan gives remarks and intros
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9:15 pm

9:20 pm

9:30 pm-
10:00 pm

10:10 pm

10:15 pm

RON

Chm. David Wilhelm
- Chairman Wilhelm gives remarks
and intros The President
- The President gives remarks, works ropeline
on departure [NOTE: The President will work one
side and HRC will work the other]

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

ARRIVE Omni Shorehanm

SAXOPHONE CLUB RECEPTION
Omni Shorehanm
POOL PRESS

PARTICIPANTS: Approx. 1200 to attend

FORMAT:

- Offstage announcement

- Paula Poundstone intros Chm. Wilhelm
- Chm. Wilhelm intros The President

- The President gives remarks

- Work ropeline on departure

Staff Contact: Joan Baggett
DEPART The Omni Shoreham
EN ROUTE The White House
[Drive Time: 5 minutes]

ARRIVE The White House South Porticb

The White House

HAPPY BIRTHDAY!! To: Julia Sanders - Housekeeping

WEATHER FORECAST FOR WASHINGTON, DC:
-- Partly cloudy. Wind northwest at 5 to 10 knots, becoming
south at 5 knots. Low 67 to 72. High 89 to 94.
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TO:

FROM:

22, 1994

Chris Jennings

Marilyn Yager

1).

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

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

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

In addition, last week you and I discussed the problem the
American College of Emergency Physicians are having with
confusion with the Finance Committee over our original
language on pre-admission review for emergency services.

The Emergency Physicians lobbyist Stephanie Kennan was told
by Moynihan staff that the Finance version would use the
Clinton language requiring preauthorization for the
provision of urgent and emergency services. I have attached
a summary of our original language and the proposed ACEP
recommendation.

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

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

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



American College of Emer gcmy Physmans

WASHINGTON OFFICE
WU 17th Steeet, NW., Suite 1250
- Washington, D.C, 20006
(202) 728-0810 FAX 4 (202) 729-0817

-ISSUE: PRE-AUTHORIZATION OF SFRVICES

" The ‘Adminiswration’s “Health Security Act’ would require pre- -
authorization for the'provision of urgent-and emergency services. (Title V, Subtde C,
Sec. 5201(c)). This provision would require that the request for pre-authorization bc
accompanied by information attesting to the fact that the paticnt has an emcrgency

medical condition and that the health plan has 24 hours to review the claim and notify
the provider of approval or disappruval. :

ACEP Position: The College opposes this provision. The success of emergency medical N
treatment depends upon the timely application of necessary emergency care. A provision '
requiring 24 hour pre-authorization for emergency care is not compauble with the
purpose of emergency care.

The College believes that in the tnstance of an emergency, no pre-authorization should
be necessary. In the instance of other treatment a patient may require in the emergency
department, the College supports a provision allowing pre-authorization for treatment and
payment, but that the health plan must respond within 30 minutes of the reguest. Fallure
to respond within 30 minutes should be deemed authorization for both treatment and

yment for services prcnridcd ' ‘
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