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1 PART 8~TATE FLEXIBILITY 

2 Subpart A-Existing State Laws 

3 SEC. 1621. CONTINUANCE 0,1:4' EXlST1Nli P'EDERAL LAW 

4 WAlVERS. 

5 Nothing in this Aet :.:ha.ll pl'eernpt anyrt~atnre of a 

6 State health ca.re system op(~rntiJJg II nder it waiver' gTiUI1,f\d 

7 before the date of the e:na(~tment of this ·Aet. under tjth~s 

8 XVIII or XIX of the Social 8eeurity Act. or the Employee 

9 Retirement Income Security A(~t of 1974 (29U.R.C. 1001 

10 et seq.). 


11 SEC. 11522. HAWAII PREPAID HEALTH CARE ACT. 


12 . (a) ERISA W AJVEH..­

13 (1) IN GT·~NF~RA.I~.-Sect.ion 514(b)(5) of the 

14 Employee Retirement Income Reenrity Aet of 1974 

15 (29 U.RC. 1144(b)(5)) i~ flllH=!uded to reH.d ag fn}­

16 lows: 

17 "( 5 )(A) Except as :provided in subpnrabl'raphs 

18 (B) and (0), SUbAe(~tioll (a) shull Hot apply to the . 

19 Hawaii Prepaid IIealth Care Aet. (Haw. H,ev. Stat. 

20 §§ 393-1 through 393-51). 

21 "(B) Nothing in suhparagraph (A) shall be eon­

22 strued to exempt from F;uhsection (a) any State tax 

23 law relating to employee benefits pla.ns. 

24 H(C) If the Seel'etm-y ofJ..ahor notifies the Gov­

25 ernor of the State of Haw[t,ii that as t.he l'(~Slllt of 

26 . an amendment to the Hil,W(t.l1 Prepa.id. He;dth Cn.r(~ 

http:Prepa.id
http:Hil,W(t.l1


07-29-94 07:52PM .TO 94567431 P003/022 

0: \MAT\MAT94.SS9 S.he, 

2 

1 Act enaeted after the date of' the enactment of this 

2 paragraph-­

3 "(i) the propOl'tion of. tb,e population with 

5 such proportion on such date, or 

6 "(ii) the level of benefit coverage provid(~d 

7 under su(~h Ad is Im~s thew the ii,etllflrial equiv­

8 alent of' sueh level of coverage on sueh date, . 

9 subparagraph (A) shall rwt apIlly with I'e:-;p~et to the 

1 0 appli(~nt.ion of snr~h nllHmdmf~T1t t.()slH'~h A(~t. lifter the 

11 date of such notification.". 

12 (2) EFFBC'PIVg. DATE.--The amendrnentmade 

13 by paragraph (1) shaH take effcet on the elato of the 

14 enactment of this Aet. 

IS (b) HSA WAlVER·-­

16 .(1) IN GENEHML.-The Board shall, at the re­

17 quest of the Governor of'the State of Hawaii and in 

18 a.ecordance with this se(~t.ion, gTallt a waiver to the 

19 State from the requirements of this Ad (other than 

20 Lite requiremeuL~ s pet:iiled iJJ pal'agTap11 (3)). 

21 (2) SCOP1<: OP WA1VgR.,--rphp. W~l.1VP.l· gt·a.ntN~
,.' . . 

22 under paragraph· (1) shall exempt-­

23 (A) the State of H.awaii; 

24 (B) health plans offered within th(:~ State; 

25 and 
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1 (C) health plan partieipants, including em­

2 ployers, employee:4, residmlts, and health plan 

3 sponsors "~.thjil the State, 

4 

5 and such planR and pal'ticipantR. 

6 (3) RE(~UIRl~D COMPTJANOg orl' (l'l'rmn. RE­

7 qUIRl!JMEN'l'S.-The waiver shall initia.lly be grant.ed 

8 under paragraph (1) if t.he State of H.awaii dem­

9 onstrates to the Board th.at t.h!:~ Stat.e mai ntains-­

10 

11 premium. contributions emnparahln to the re­

12 quiremenb~ of' this Aet; 

13 (B) it. compr(~hensive benefit paekage (in­

14 cluding east sharing) tha.t is ec)mparable with 

15 the rcquir<m:l.Cnts of subtitle B of this title; 

16 (C) a percent.age of 8tate population with 

17 heal~h care coverng(-! that. i~ not ]cs~ than the 

18 national averttO'e'~, 

19 (D) a quality f~ontrol mechanism and data 

20 syst.em that are c(lmparahlt~ to the a,pp1i{~able re­

21 quirements of titl(· V; and 

22 (E}heu,lth c,tre eo~t, eont.ajnment· t.hat. is 

23 . comparable to subt.itle A of title VI. ?> :,~ ~tQl 

24 (4) . \VAIVJ]R pgrnoD.-'l'he \vaiver initially 

l 
(". " 

""\

',I 

./,,-1. 
( 

25 granted under paragraph (1) ~lJall Ch.ielld for ther>e­
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1 riod during whieh the St.ate of Hawa.ii continues to 

2 comply with the requirements ~peeifled in panl.graph 

3 (3), The Board ~~~ requil't:) the Htatc, every 5 years, 
.'~- .. /" 

4 to demonstrate to the Board the State'~ ('olltirm(~d 

5 complianee with sueh rlHluiremtmts. 

6 (5) PROCRDURB .IN '['I-n;; EV1~Nrp OF' NoN-COM.­

7 PI;IAKCE.­

8 (A) NCY1'lCg.-If, at any time after g'rtlnt· 

9 ing a waiver under paragraph (l),' tho Board 

10 find~ that t.he Statp of Tlnwall i~ not mf~(~t.ing. 

11 the requirements Rpeeified iu pa.ragTaph (3), the 

12 Board shl:lll notifY the Rt.at<:.! of the' Board's 

13 findings. 

14 (B) OPPOHTIJI\I'l'Y' '1'0 CON,]'EST.-'l'he 

15 State nloy eontest t.he Board's findin.gs under 

16 the procedures pr()vided undor seetion ;)231. 

17 (C) OpPOR'rVNr'I'YFOlt ()ORH.IW'I'lON.­

18 (i) 11"IN.lHNGS NOT CONTES'I'RD.-If 

19 the State d()(~s not eontest the Board's' 

20 firuling':S within the :W-(lay period begiu­

21 ning on the date of r(:>eeipt of a f1otil:.e nf 

22 such fiTl.djng~, the St~tte shall ha.ve-·­

23 (I) a nO-day period beginning on 

24 such date to show a g;ood' faith effort 

25 to remedy the non-eomplianee, iUlc1. . 
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1 (II) . im addit.ional 12-mouth pe-. 

2 riod to take suell actions as may be 

3 required to bring' the State into com-' 

4 pliance with the requirement.s speei­

5 fled in paragraph (8), 

6 (ii) CONTl~STEl> 1·'lNDIN08.-If the 

7 State contests the Boa.rd's findings within 

8 such 30.day period hut such findiu6"S are 

9 upheld, the State Shi!.ll' ha.ve­

10 (I) a nO-day poii.od bOf!,1.nning on 

11 the date of final f1,(\judiea.tion to show 

12 a good faith effort to remedy the non­

13 complianee, and 

14 (II) an additional 12-month pe­

15 riod to take suell actions as may be 

16 n~qllh'ed t.o hrinv: tlu~ ~tat.l~ into eom­

17 plianee with th(~ requil'(~ments speCI­

18 fied in paragraph (8), 

19 (D) rrERMJNA'l'lON.-lf the Sta.te fails 

20 to demonstrate a good faith effort under 

21 subparagraph (C)(i)(I) or (C)(ii)(I) OJ' t.o 

22 take actions under subp;;l,ragra.ph (C)(i)(II) 

23 Or (C)(ii)(U) within the timepel'lod sped­

24 fled, the Board may revolH~ the waiver 

25 granted in pal'~lTaph (1.). 
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1 (6) COOPERATIVB AOnERM.BN'l' WITH THE NA­

2 'nONAL HBAI/I'H B()AH,D.-rl'IH~ BOcu'd shall enter 

3 into cooperatlve agreements with appr'opriate offl· 

4 cials of the Stat.e of Ha.wtlii­

5 (A) to develop standat'ds and reporting re­

6 quirements; neees~'Hll'yfnl' the jsgtH1.nee and 

7 ma.intenanee of the Sta.te'~ waoivel' under' para­

8 graph (1); and 

9 (B) . otherwise to et'f(;~('.tuate the provisions 

10 of this subsection. 

11 (7) ELI(flBlUTY FOB. li'ICJ)lDl~ALJ l"IINDH PRO­

12 VIDED '1'0 PARTlCIPA'l']NO ST.ATFiS.-Nothing in this 

13 subsection shall predud~~ t.he dlgihility of tlH~ State 

14 of Hm:l,1aii' to participate in any public hea,lthinit.ia­

15 tive, grant, or finaneial aid pl'Ogl'nm under t.his Aet. 

16 (includillg the medieaid program under title XIX of 

17 the Social Security Aet) , or t.he sharing- of revenue 

18 resulting frolJt the c.imendrnent.!-; mittIe hy title VII, 

19 designed to implement the purpose of this Act. The 

20 Secreta.ry shall work with·appropriate ()ffiebl:l~ of the 

21 State of Hawaii to dev(:)lop eomparablo, alternative 

22 standards to govern the Stat(!;~ entitlement under 

23 title' XI. 



07-29-94 07:52PM .TO 94567431 P008/022 

0: \ MAT \MAT94.BS9 S.hO. 

7 
1 SEC. 1523. ALTERNATIVE STATE PROVIDER PAYMENT SYS· 

2 TEMS.. 

3 Notwithstanding any ot,her prnvisioll oJ'}a.w; jf a hos­

4 pit:1.l reimhllrRement. system nIH~l'a,tf~cI hy a S'I.:-lte mN~t.~ th0 

5 requirements of section 1814(h) of the Sodal Seeurity.c\.c.t 

6 and has been approved by the Seeretal'Y and in f~()ntinuous 

7 operation sinee July 1, 1077, the p~t'yment rate~ and meth­

8 odologies reqnired under th(~ sy~tfJm for services providml 

9 in the State shall apply to fill purehil.se1'8 and payers, in­

10 eluding those under employee welfare benefit plans author­

11 .ized under the Employee H,etirement Ineome Security Act 

12 of' 1974, workers' compen:::.ation programs UndHl' State 

13 law, the Federal EmploYH(~s' Compensation. Aet under 

14 chapter 81 uf title 5, tYni1.ecl Stall~s Cude, awl .Federal 

15 employee hea.lth h(·mp.nt plans uTld(~r, (~haJlh\l' fHJ of tit.h1 

16 5, United States Code. 

17 SEC. 1524. ALTERNATIVE STA1'E HOSPITAL SERVICES PAY­

18 MENT SYSTEMS. 

19 (a) IN GltNEHAh-No :state ~h(lll lip prevent;(~d frml1 

20 enforcing­

21 (1) a State system described in subspetion (b), 

22 or 

23 - (2) a State system describt~d ill ~uhseetioll (c), 

24 by any provision of the. l~mployee Hetirement Ineome Se­

25 curity Act of 1974 (42 U.S.C. 1001 et secl.) or (;hapte:r' 

26 81 or 89 of title 5,United States Code. 
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1 (b) REIMBuRsEMmNT CON'l'R( )( J SYSTJiilVL-A State 

. 2 system is deseribed in this subseetioll if it is a. State reim­

3 bursement control system in operation before the date of 

4 the enactment of this Ant whieh­

5 (1) applie~ to substantially ell! nOJ1~Peden).l 

6 acute care hospitals in th.t~ State, and 

7 (2) regulates substant.ially all rates 'of payment 

8 (including maximum eharges) in the State for inpa­

9 tient hospit.al !i:ervje(~s, exeept p~lyments miHlf~ under 

10 title XVIII of the Social Soeurity A(~t, 

11 (c) HIlJAUrH INsm"ANnl~ gJCF'OH.l\1 SY8TI<;M.-A State 

12 system is deseribed in t.his snh~eetinfl if it is:; a S{at{:~ health 

13 insurance reform system in operation hefo!'{~ tJ)(~ dat(~ of 

14 the enactment of this Act which requires any insurer (iri:­

15 eluding' 0. health mu,int.enam;e Ol'g;anizllt.lon) tn eOlrlply with 

16 requirements governing open enrollment a.nd community 

] 7 rating, including premium ;ilUustnlfmts or other health 

18 care assessments, for the pUI'POS(:~ of risk a.djust.ment. " 

19 (d) EFI"ECTIVg DATES.­

20 (1) SUBSECTION (b).-Ill t.he ease of aSta.te 

21 system described in ~uhseetiol1 (b), the provisions of 

22 this section shall apply before, on, imd after the date 

23 of th<:l' enactm.ent of this Ad. 

24 (2) SUBSBG~PJON (e).-In the ease of' a State 

25 system described in subseetioH (e), t,be provi~i()n~ of 
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1 this ~ection shall apply b(~fore) on, and after the date 

2 of the enactmmlt of this Act, l:l.lld before thn effective 

3 date of section III (j of this Aet. 

4 Subpart B-Requirements for State Single-Payer' 

5 Systems 

6 SEC. 1031. SINGLE·PAYER SYSTEM DESCRIBED. 

7 The Secretary shall approve a.n appli(~ation of a State 

8 to operate a ~ingle-payer sYB-tem if the Seeretary finds that . 

9 the system­

10 (1) meets the requirements of seetion 1f)32; 

11 (2)(A) in the case of (1 sy:stem offered throng·h· 

12 out a State, meets the requirements flH' a Statewide 

13 single-payer system under ~e(:tion 15:33; or 

14 (B) in the case of a system offered' in a single 

15 community ratirlg area of a St~lte, meets the requil'e­

16 ments for an ai'easpeeitie SiTlf£le-payer· ~ystem under' 

17 section 1534. 

18 SEC. 1382. GENERAL REQUIREMENTS FOR SINGI.E·PAYER 

19 SYSTEMS. 

20 Each single-payer system shall meet tIl{> following re­

21 quirements: 

22 . (1) ESTABUSHMJ~N'l' BY ~11'A'I'K-The system is 

23 established under State la.w) and State law provides 

24 for mech~misms to (mforee the requiremeTlts of the 

25 system. 
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1 (2) OPERATION BY STAT.E:.-The system is op~ 

2 era.ted by the State 01' a desigrlat.od (:J,geney of the 

3 State. 

4 (2) ENn.oLLMlilN'l' ())<' .lNDl VIDUAI.JH.-. 

5 (A) MANDATOTtV RNROTJJJMENrr OF AIJI. 

6 COMMUNl'l'Y-RA'pgJ) .lNIHV[l)U.I.\1.JS.-The system 

7 shall provide for the enrollment of a.ll eommu­

8 nity-rated 'individuals residing in the State (or, 

9 in the case of an area-spedfie singl(~-payer sys­

10 tern, in the communit.y rating aT'pa) who arp. not. 

11 medicare-eligible individuals. 

12 (B) QPTIONA.L BNR()tJIJM.I!~Nrl' CW .l\1Ji;DI­

13 CARE-ELIOLBLE INDIVIDUAl/s.-At the option of 

14 the State and jf the Secretary has approved an 

15 application. submitted by the State, the system 

16 may provide for t.he enrollment of medieare-eli­

17 gible individuals residing in the State (01', in the 

18 case of an 'area-spedfi<~ singlt~-paym' Rystem, in' 

19 the community rating area) (if the Se(~retary of 

20 Hea.lth and Iimncl:n Servic(:~s has approved an 

21 applieation submitted by t.he Sh\te under s<ee­

22 tion 1893 of the Soei.al Seeurity Ad (as added 

23 . by section 400l(a.)) for the integration of l\1edi­

24 eal'e benefieiaries into plilil~ of trw Stat.t~. Noth­

25 ing in this subpar'agI'~,ph sha.ll be (~on~t.J'tled as 



07~29-94 07:52PM TO 94567431 POl2/022 
'. 

0; \MAT\MAT94.339 S.l/.C. 

11 

1 requiring that a State have a single-payer sys­

2 tem in order to provide for such intef,rratlon]. 

3 ee) OPTIONAL l~NR( )UJ~U~NT OF .Ii:.X}'E.I:U­

4 ENCE-R.ATBD INDI VIDll1\IJ~ iN t;'J'ATg\VIDg 

5 PLANS.­

6 0) IN GENERAJJ.-Except a~ provided 

7 in clanse (ij) I at the option of the State, (1 

8 Statewide single-payer system may provide 

9 for the enrollm.ent of e::'q)srienee-rnwd indi­

10 viduals residing ill tlw St<lt.e (or, in the 

11 case of an areu-speeific single-payer sys­

12 tem, in the eommunity rating area,). 

13 (ii) PAR'I'ICIPA'l'lON BY CKR'l'AlN 

14 MUL'l'IS'l'AT1C I'LANK-The system shall 

15 not require (but may permit) part.i(:ipatio:n 

16 by any sponsor of a certifh~d multistate 

17 self-insured standard health plan (as de­

18 scribed in section 1482(b)),or anyexperi­

19 ence-rated, employer sponsor of a certified 

20 multistate self-insured standard health 

21 plan ,vith at least 5,000 partieipants. 

22 CD) OP;l'IONS lNCLUDgD IN STKl'.J:: 8YS'Pli;l\1 

23 , nOCUMENT .-A Sta.t<:~ may not exerciSH a.ny of 

24 the options describod in subparagraphs (B) or 

25 (C) for a year unless tho State illeludl:~d a de­
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1 scription of the! option in the submission of its 

2 ,system doeument to thE~ Board far the year 

3 under section 1501 ((1.) . 

4 (E) EXCLIJSION OF' CgR'tAIN INDIVID­

5 UALs.-A single-payer system ma.y not require 

6 the enrollm.ent of' electing veterans, act.ive duty 

7 military personnel, and electing Ameriean Indi­

8 a.ns (as defined in 1012(d)).] 

9 (4) DIRECT PAYMEN'I' '1'0 l'ROVIDEHS.­

10 (.A) IN OENl<::RAL.-V·lith respect to provid­

11 ers who furnish items and ser'Vi(~es in(~]uded in, 

12 the standard benefits packa.ge ostablished under 

13 subtitle C to individuals enrolled in the system, 

14 the State shall make payments ditectly, or 

15 through fiscal 'intermediaries, to sueh providers 

16 and assume (sub,jeet to '~mbparagTaph (B)) all 

17 financial risk associated with making such pay­

18 ments. 

19 (B) C~"'.Pl'l'A'l'ED PAYJVlBNTS p~HM,lrl"I'ED.­

20 Nothing in subpal'agTc1.ph (A) shall he (;onstrued ' 

21 to prohibit providors furnixhing items ,l.nd seJ"V'­

22 ices unde:r' the system frnrn reec!lving payments 

23 'on a ea.pitated, clt-risk hasiR ll<t.sed on prospec­

24 tively determined rates. 

http:subpal'agTc1.ph
http:packa.ge
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1 (5) PHOVISION OP S')1ANnARD BENRFI'J'S PACK­

2 AGE.­

3 (A) IN Gl~Nl~HAIJ.-The system shall pro­

4 vide for coverage of the sta.ndard benefits pack-

S ageest.ablished under subtitle (1, ineluding' the 

. 6 cost-sharing provided under th<:~ package (sub­

7 ject to subparagTaph (B)), to all individuals en­ . 

8 rolled in the system, 

9 (B) IMPU8l'l'ION ()1<' HgDUC~D COtl'1'-8HAH.­

10 INO.-'l'he system may dem'ea~e the (~()~t-shar-

11 ing otherwise provided in the standard benefits 

12 package established under subt.itle C with l'e- . 

13 spect to any individuals enrolled in the system 

14 or any class of servicesinNudp.d in the package, 

15 so long as the system does not increase the 

16 cost-sharing otherwise imposed with respect to 

17 any other individuals or servi(~es, 

18 [Labor (6) Cosre CONTAI.NM8N~r.-rrhe system 

19 .. shall provide for mechanisms to ensure, in iI. manner 

20 satisfactory to the Boa.rd, that­

21 (A) the·· rate of' growth In he~llth cnre 

22 spending will not be higher than thu target es­

23 -tahlished mider this Act; 
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(B) the expenditures deseribed in ~ubpara-

graph (A) are cornpnted and efJp.ctively mOll­

itoredj 

(0) automa.tic, mandatory, llondiscretion­

ar:y reductions in payments to health care pro­

viders will be imposed to the e}.'tent r<~quired to 

assure that such per capita e}q)e:n<iitnres do not 

exceed the applicable targ'et referred to in sub­

paragTaph (A); and 

(D) Federal payments to a sing'h: payer 

Sta.te or health eare eoverage area shall be lim­

ited to the payments that would have be{m 

made in the absent':e of the implementation of 

the single payer system,] 

(6) FEDEH.ATJ T'..\ YMEN'r~-1,-rrhe system shall 

provide for mechanisms to eIlSIH'e, in a manner sat­

isfactory to the Seeretary, that ll'ederal paym.ont.s t.o 

a single-payer State or comrrmnity rating> area shall 

.be limited to the payments t.hat would have be(~n 

made in the absenee of the implementation of the 

single~payer system. 

[Finance ('7) . .INCB.I~ASBn (;(lVl~HAmt OR IM­

PR.OVED COST CON'1'AfNMEN'I'.-The systelll, when 

fully 'implemented, ~hal1 be expe(~ted by the 'State 

to­
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1 (A) reduce the nUmbHl' of resid(mts of the 

2 Sta.te (or, in the ea.se of ~tn arNH:qler-ific single~ 

, 3 payer system, the c:,ornmu nity rating area) who 

4 are \vithout healt,h insuI'llrl(:e e()V(~nlge (o,g db·· 

5 fined in section __) by at least 10 percent, or 

6 (B) decn:~ase the rat.e of gTO\l,1:h 'of per cap­

7 ita health care spencling in the St1i,te (or, in the 

8 ca.se of an a.rea.·sp(:~(~ifie single-payer system, the 

9 community rating area), 

10 eompa,reil to ha~e1ine pl'Ojfl('~t.ionl-l (h~Vf~lol)(:~ci hy the 

11 State on the basis of the mo~t recent data, ineluding 

12 data provided by the Nationa.l Health Care, Commis­

13 sion established under section __.] 

14 (8) ltEQUIHEMElNfl'S OgN1WALLY A P'PIJCABIJrJ 

15 TO STANDARD Hl~AT/)1B PLANF-:. The sy~t,(1m f.lh~1.11 

16 meet the requirements' appllmlble t.o n standard 

17 health plan, except t.hat-' 

18 (A) the system does not have the authority. 

19 provided to standard healt.h plans under section 

20 1111(b)(3) (relating to permissible limi~aLions 

21 on the enrollment of eMmnnnlty-,'atNl flligihlp. 

22 individuals on the basis of limits on the plan's 

23 . capacity); a.nd 

24 (B) the system .is not required to meet the 

25 requirements of se(~ti(llls 11 Hi (re.lating to rat­



07-29-94 07:52PM TO 94567431 P017/022 

0: \ MAT \ MAT94.339 S.L.C.. 

16 


1 ing limitations for community-rated market), 

2 1123(a) (relating to plansolve:ney), and section 

3 1125 (relating to restrictions on the rnarltetillg· 

4 of plan matcrin.ls). 

5 SEC. 1633. SPECIAL RULES FOR STATES OPERATING STATE­

6 WIDE SINGLE·PAYER SYSTEM, 

7 (a) IN GElNERAL.-In th.e ca.s!: of a State. operi:i.ting­

8 a Statewide single-pa.yer system­

9 (1) the State shall operate the syst.em thr(mgh­

10 out. t.he St.atp.; flncl 

11 (2) except as provided j n Rub~edi():n (b») the 

12 State shall meet· the requirements for partieipating' 

13 States under part l.· . 

14 (b) EXCEPTIONS 'N) Cl~I\.'f'AJN 1{EQunmMENrl'S Il10R 

15 PARTICIPATING S'rATEs.-In the eniie of 11 StlIte operating 

16 a Statewide single·payer system, the St<.tte IS not. required 

17. to meet the following- requil'em~nts otherwise applicab1e to 

18 participating States under part 1: 

19 (1) EsrrABLISHMENT OF COMi\llINlTY HA'rINO 

20 AND SERVTCE ltREAS_-Th{~ requirement.s of sediuIlS 

21 1502 (relating t.o t.he es:tahli~hm.ent of' community. 

22 . rating areas) and __ (relating' to the designation 

23 of health plan serviee areas). 
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1 (2) OTHER. REFEH}~NCES (NAPPIACABJJl~.-Any 

2 requirement which the 8e(~ret.ar.y deterrniru:s is not 

3 appropriate to apply to a State sing~le·pa'yeJ· system. 

4 fCc) FIN.ANCINO.---· 

5 (1) IN OENERAL.-A Stat.e operating a State­

6 wide single-payer system shall provide for HI(~ final:lfl­

7' ing of the system using-, at l(~(I,st in· part., <I. payron­

8 based financing system that requires emplDyers to 

9 pay at least the amount that thH employer8 would he 

10 T'(-!q1l1r~d t.o pay if thp. mnplny(~rs \.w~rt~ snhjf~(~t to the 

11 'requirements of' subtitle 13 of title VI defIned as the 

12 applicable pereenta.g(~ of the pm' eapitcl eost of health 

13 care. 

14 (2) USE OF FINANCING METHODS.-Such a 

15 State may use, consist.ent :with paragl',lph (1), any 

16 other method of' flnaneing.] 

17 (d) SrNHl.JE-PAYER S'l'A'l'B DE1"TNED.-In thi~ t.itle, 

18 the term "single-payer Sta.te"means a State with a State": 

19 "vide single· payer system in effect that has been approved 

20 by the Secretary in a(:conlaJll~[~ with t.his part. 

21 SEC. 1534. SPECIAL RULR~ FOR COMMUNITY RA1'TNG AREA. 

22 SPECIFIC SINGLE·PAYKR SYSTEMS. 

23 (a) IN GENERA1J.-In the case of' a State operating 

24 a community ra.ting area speeific single-payer system, ex­
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1 cept as provided in subsec:tion (b)! the State shall meet 

2 the requirements for participating States under part ]. 

3 (b) EXCEPTIONS TO CBl{,l'AlN l{EQlJLRE~n:~N/I'S ]<'OR. 

4 PAl~'l'lCll'A'l'ING S'l'A'l'ES.­

5 (1) ESTABIJISHMEN'P OF !:igRVICE Am~AK-The 

6 requirement of section __ (rela.ting to the designa­

7 tion of health plall sEn·vi(~e areas). 

8 (2) OTHER ItBFHRRNCES fNAPPTJTCABlJli;.-Any 

9 requirement which the Secretary determinet-> is not 

J0 f1.pprOpr18.te to flpply to a (',nmmunity rating arE:t\ 

11 specific single-payer system. 

12 Subpart C-Early Implementation of Comprehensive 

13 State Programs 

14 .SEC. 1541. EARLY IMPLEMENTATION OF COMPREHENSIVE 

15 STATE PROGRAMS 

16 . (a) APPl.I.CATION.­

17 (1) IN OENE.RA.L.-In accordance with this see­

18 tion, each State desiring to impk~ment thE! reform 

19 stand.ards established in t.his Act before tTanuary 1, 

20 1997, IIlay suomit.. an applicaLion to the Seer-cLary or 
21 Health and Human Sel'v;ce~ ami the Re(lJ'etary of 

22 Labor to request' approval of a State comprehensive 

23 \ health care reform program whieh meets the require­

24 ments speeified in subsed.ion (b). 
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1 (2) ESfI'.A.BLISHMl~1l'iT OF CRl'l'ERlA.-Tho Sec­

2 retaries shall establish eri teria for the approva.l of 

3 such applications. 

4 (3) EXPEDI'l'ED PIWOEDl.l H.E. The S(:erctl1rics 

5 shall establish .<w m\-pedit.ed proeedllre for the eonsid­

6 eration and msposition of applications under this 

7 subsection. rrhe proeedure estahlished by t.he See­

8 retaries shall provide that sneh eonsideration and 

9 ilispusiLiuIl be .cumpleted wiLhill HO da,ys, and. LlmL if 

10 the application is approved, multistate employers be 

11 notified of sueh a.pproval. '. 

12 (b) REQUIREMBNTB SPWi[}'lEI ).-The requirements 

13 specified in this subsection are as follows: 

14. (1) The State progTam lS consistllnt with the 

15 reform standards est8.bli~hed i:n this Ad, A.nd the in­

16 terim ana final (if any) r-eg11Iatio(]$ prornulg'ated by 

17 the Secretaries. 

18 (2) The Stateprohrram speeifieally ineludes­

19 .(A) a standardizE~d benefits packa~'e meet­

20 ing the requirements established under subtitle 

21 C, or in the evp.nt ~ll(~h reqnirementg have not 

22 been fully pl'()nlUl~'ated on the date of the appli­

23 "cation, the requir(~meIlts for a qualified health 

24 maintenance orga.nization (.~s defined in Rection 

http:m\-pedit.ed
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1 1310(d) of the Puhlie Health Service Act (42 

2 U.S.C. 300e-9(d))i 

3 (B) insurance reforms and rating require­

4 ments a.s speeified underpart 2 of· subtitle:., B; 

5 (C) standards for hea,lth plans as specified 

6 under part 3 of subtitle B; 

7 (D) the recognition of, and standards for, 
, 

8 purcha.sing· eoopf~ratives) as speeified in part 2 

9 of subtitle Dj 

10 (E)' eomplianee with the data eollEH:tion 

11 and privacy procedures established uiLrler sub­

12 titles [A and B] of title V; 

13 (F) uniform administrative procedures as 

14 specified in section 1126; 

15 . (G) the imposition of employer and. individ­

16 ual responsibilities a~ specified in part 1 of sub­

17 title.D; 

18 (H) the establishment of the subsidy pro­

19 gra.m described in __; and 

20 (I) health (:a.re cost containment provisions. 

21 (c) QUALIFIC.,\'fION }1()R.FEm~H.ATJ FTTNn~.-POl· 

22 purposes of this Ad, A Stat.e with an approved State pro­

23 gram under this seetion shall be considered a participating 

24 State. 
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1 (d) EMPT..IOYER CER'l'IPlCATION PK.,()CI~ss.-In the 

2 case of any n;u~tistate ~Jf-;llsUrcd health pla.n, certifi­
. ela,),-, ~. 1 Vl.,t· . . 


3 catIOn by thc~ccrctary of Lahor that Bueh plan lS Hl com­

4 pliance with the Federal standards d(~seribed in subsection 

5 . (b) shall satisfY compliance 'with il.ny State program ap,. 


6 proved under this section. 


7 (e) FINANCING SOlfRCB.-To be supplied a.nd placed 


8 in revenue provisions. 
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1 (2) PAYMENT AMOUN'rS.-.In the case of· cmer- '. 

2 gency and u.rgent. care provided to an enrollee out· 

3 side' of a standard h~alth plan's community rating 

4 area, the payment. a.mOllnts of the pIal! shall be 

5 based on the applicable fee schedule. described in . 

. 6 subsection (e). 

7 (e) ..ApPLICATION OJ:l,'FEE SCHEDlTLE.­

8 (~) IN GtNERAL.-Subjcct to paragraphs (2) 

9 and (3), eaeh standatd health plan that provides for' 

10 payment for services on afee·for-service basis and 

11 .:lIas not established an agreement or contractual ar~ 

12 rangement with providers specifying a. ba.~is for PilY­

13 . 'ment shall make such payment to such providers 

14 .' under a fee schedule es~ablished by the plan. 

15 (2) RULE .DPCONSTRUCTION.-Nothing in t.he 

16 paragraph (1) shall be construed to prevent a stand­

17 ard health plan from 'providing fo1' a, different basis 

18 or level of payment than the fee schedule established 

19 under such paragraph as part of a. contractual' 

20 . agreement \"ith participating providers' under' the 

21 . plan. 


22 (3) REDUCTION FO~ PROVIDERS VOLUNTARILY 


23 REDUCING CH.~.'R,G~S.-.If a provider. under a stand· 


24 ard health plan volul1tarily agrees to redu'ce the 

25 . a.mount charged· to an' individual enrolled under the". , , .' 

,July 27, 1994 
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. 1 " plan, the plan shall reduce the am,ount otherwise de­

. 2 .termillcd under the fee schedule applicable under 

3 paragraph (1) by t.he proportion of the reduction in 

4 such amount charged. 

5 .(0' ALL9w,ANCE OF BAL..l\.i~CE BILLING; REQUIR.E­

6 MEN'!' OF DIRECT BUJI.JING.-· 


7 (1) ...~LO'W.ANCE OF BALANOE BlliLING.-A pro­

8 vider may-, 


9 (A) accept a fee eqllal to the applicable 


10 ' payment aluount under the applicable fee 

11 schedule Ulldel' stlbsectiol) (e), and in the case 

12 of, such an as si grunent , receive reimbursement 

13 through electronic means; or, 

14 (B) not accept such an assignment, Tp.neive 

15 95 percent of such applicable payment aluount, 

16 ' and charge or collect from an enrollee a fee in 

17 excess of such amount to the extent such fee 

J8 does not exceed 15 percent of su'ch amount. 

19 :' (2) DIRECT BlLLING.­

20 (A.) ,TN GENERAL.-A provider may not 

21 c,harge or eolleet from an enrollee anlounts that 

22 are payable by the standard health plan (illClud­

23 ing any cost-sharing reduction assistance pay­

24 able by the plall) and shall submit charges to 

25 such pIal1 in accordance with any applicable re-

July 27. 1 994 
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quirements of subtitleB of tjtl(~ V (relating to 

2 

1 

health information s:ystems). 


3 
 (B) PRORTBITION.-All individu~ or, entity 

4 that performs ancillary health serviees,sllch as ' 

5 clinical laboratory services or other services as 

6 defined by the, Secretary, may not present or 

7 cause to be presented, a claim, bill t or demand 

8, fOl' payment'to aliy p~rsou other'than the imli~ 

9 vidual reeeiving such services,or to the stand-. 

10 	 ardhealth plan of the individual, except that 

11 the Secretary may by r(~gulaLion establish ap-, 
12 propriate ,exceptions to the re,quirement of this 

13 subpal'agi'aph. 

14 (3) COVERAGE UNDER AGlillEl\1.ENTS \\Tf'TH 

15 'PI..u:'ll~s.-The agreements, or ot~e:r arrangelnents en- , 
. 	 . 

l6 t.erp.d 
, 

into under section 1124(c)(2) between a'stand­

17 ard health plan and the health mire providers provid­

18 lllg the standard, benefits package or the alternative 

19 standard benefits package to, lndividuals, ~nrolled 

20 '''1th the plan shall prohibit a provider from engag­

21 ' ing in balance billillg described in paragraph (1). 

22 . ' (4) Ruu;:: OF GONSTRUC1'lON.-Notlling in t.his ' 

23 Act shall be construed to-

JUly 27. '994 
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1 (.A) requlre or force an individual to re· 

... 2 (~eive heallh care solely through t.he individual's 

·3 . standard healthplall; or 

4· (B) prohibit any individual from· privateiy 

5 ... contracting with any health (!are provider· and 

6 pa:ying for the treatment o~ service provider by· 

7 such provider 611 a ca.sh bfl;si~ or any oth~r basis 

8 as agreed to bet-.veen the individual and the 

9 . provider .. 

10 (g) PROVIDERS OUTSIDE AREA.-A State may not 

11 limit the ability of allY plan to contract with a pro'vider 

12 of health servic.es located outRide' of the geographic bOUlid­

13 aries of a community rating area or the State, so long 

14 as the provider is authorized under 'State law. to provide 

15 su(~h services. 

16 SEC. 1130. HEALTH SECURITY OARDS .. 

17 Eaeh ~talldard h~alth plan. shall issue a health .secu­

18 rity card to each individual enrolled in su(!h p,lanin accord­

19 ance with subtitle B of titl~ V and regulations promul­

20 gated by the Board. 

21 SEC. 1181. 'UTn.IZATION MANAGEMENT PROTOCOLS·AND 

22 P·HYSICIAN INCENTIVE PLANS. 

23 (a) REQUIRING CON SOMER DISCLOSURK-Each 
''\ 

24standa~d health plan shall disclose to enrollees (and pro·. 

25 . spective enrollees) and . providers, the protocols and· finan-

July 27. 1994 . 
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1 cial incentives used by the plan, including utilization mall- • 

2 agement protocols and physician: incentive plans (as dc­

3 fined' in subsection (b», for controlling utilization a.nd 

4 costs: 

5 (b) UTTLThATION ~L.WAGEMENT.-.Each standard 

6 health plan shall provide that aJJ treatment assessment 

7 and placement decisions, or review of such 'decisions, shall 

8 be made by personnel-. 

9 (1) . licensed, certified or otherwise credentialed 

10 by thl-! Sta.te ,'in the field for which the assessment 

11 or treatment is sought; and 

12 (2) qualified to review utilization of t.q.e specific 

13 treatment delivered. 

14 (c) PHYSICLW INCENTIVE PL..~ DEFI~TED.-As.used 

15 in this section, the ter.m "physician incentive plan" means 

16 any eomp~nsationarrangelllellt between a sta.nda~d health' 

17 plan~ a utilization management organization or other orga- . 

18 nizat.i 011 , and a physician or physician group that may di­

19 rectly or indirectly have the effect of reducing or limiting 

20 services pr01'idcd with respect to individuals enrolled with" 

·21 the organization. 

22 (d) LnITTATION8 ON . PHYSICIAN INCENTIVE 

23 Pr...ANS.-A. standard health plan, or any provider or group 

24 of providers with whom the health plancontra.cts, may !lot 

25 operate a physician incentive plan (as defined in sub-

July 27,1994 
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1 section (C)) unless the follO\¥ing requirement.s are cOlnplied 

2 with: 

3· (1) The phYi\ieian incentive plan provides that 

4 . no specific payment may be made directly or illdi­

5 rettly under the plall to a physician or physician 

6 group or uti1ization management orga.nization as an 

7 inducement to reduce or limit medically necessary or 

8 . appropriate services provided to individuals enrolled 

.9 . with· the organization . 

. 10 (2) If the standard health plan places a physi­

11 dan or physician group at financial risk for services 

12 . not provided by the physician or physician group, 

13 the physician iricentive plan shall prov-ide· stop·loss 

14 protection. for the physician 01' physicia:n . group that 

15 is ad~quate. and appropriate, based on standards de­

16 veloped by the Hoard that take into account the 

17 number of physicians placed at such financial risk ill 

18 the group or under the plan and the number of indi­

.19. . '\ridualsenrolled with the organization who receive 

20 services from the physician or the physician group. 

21 (3) The standard health plan and any physician 

22 or physicia.n grdup 'with whom the health plan con~ 

23 tracts shall provide the Board with descriptive infor­

24 mation rega.rding .the physi(:ia~ incentive plan) suffi­

25 .cient to permit the Board to determine whether the 

July 27,1994 
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1 'plan is' in compliance ,Vith the requirements of this 

2 subsection. 

'3 PART ~SUPPLE:MENTAL HEALTH BENEFITS 

4 p~S 

5 SEC; 1141. SUPPLEMENTAL HEALTH BENEFITS PLANS. 

6 ,(a) TRRATMENT OF SUPPLEMENTAl.J HEALTH BENE­

7 FITS PLANS.­

,8 (1) IN GENERAL,.-Nothing ~n' this Act may be 

9const.r\l~d as, preventing' a standard' health plan 

10 sponsor from,offering and pricing ,(in a. manner that 

11 ' ;s separate from the offering and pricing of the 

12 standard health pl~,ns offered by such spon.sor in the 

13 community rating area) supplemental health benefits 

14 :plans pnrsua,'1t to the, State certification plan! the 

15 requirements of this seetion, a.nd regulations pl'omul­

16 gated by the Board. 

17 (2) PT',ANSDEFINED.-'In this Actr. ­

18 (A) SUPPLEMENTAL HEJ.Ull'B BENEFITS 

19 PT,AN.-The term "supplemental health benefits' 

20 plan" meal1S a sllppleI11entai services plan 01" H­

21 cost-sharing plan. 

22 (B) 'SUPPT;EMENTAL SERVICES PL.AN.­

23 ,'rhe term "supplemental serVices plan" means a ' 

24 health plan which provides-

July 27, 1994 
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(i) coverage for services and items not1 
. . 

included in the standard benefits package' 

3 

2 

or the alternative standard benefits pack­

4 a.ge established under subtitle C; 
. . 

5. (ti) co,~er~ge for items and ser'irices in­

6 cluded in such package but not covered be­

7 cause of a limitation in amount, duratioll; 

8 or scope' of benefits, . or 

9 (iii)' both. 

1,0 (C) COST-I::U-LUUNG' PLAN.-The tel'm 

11 "cost-sharing plan" means a health plan which 

·12 provides coverage fot deductibles and coinsur­

. 13 ance imposed as part of the standard· benefits 

14 . package established under ~btitle C,. 

15 (b) REQtTIREMEN'I'S ~'OR SUPPLEMENTAl; SERv"1CES 

16 PLANS.­

17 . (l)ApPTJI(;ATION OF CERTAIN HEALTH PLAN 

18 ST..\.L'JD.A.RDS.­

19 (...~) 'IN GENERAL.-'The standards specified 

20 in subparagraph (B) shall apply with respect to ' 

. 21 each supplemental services plan in the same· 

22 manner as such standards apply with respect to 

23 a certified standard health plan .. 

July 27,1994 
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1 (B) SPECIFIED STANDlill,DS.-'1'he stand­

2 ards specified in tlussubparagrapb al'e' as fol- . 

3 . lo\vs; 

4 (i) Section 1111 (relating to guaran­

~.teed issue, availability, a.nd renewabilit.y).5 
. . 

6 (ii) Section 1112 (relating to enroll­ ;;, 
7 ment), 


8 (iii) Section 1114 (relating to non­


9 disnrim.inatioll based 011 health status).. I 

10. (iv) Section 1116 . (relating t.o rating , 
11 . limitations for community-rated market). 

12 (2) No DtJPLICATT'ilE HEALTH BENEFITS.-A 

13 standard health plan sponsor or any other e.ntity 

14 may not offel: a.ny supplemental services plan that· ­

15 (A) duplicates the stand;.u·d benefits pack­

16 age) 

(I3) ¥linked in ayf manner t~ jl1e pla.n's 

standarlbenefits pac¥age; Or / 

----"'I"'l"f"--------~(C) duplicates any coverage provided under 

20 .. the medicare program t.o any niedical'e-eligible 

21 individual. 

22 (3) RESTRICTIONS ON MARKETING ;.-\l3USES.­

23 Nat later t11 an :May 1, 1995, the Secreta1"Y shall de­

24 .velop. minimum standards that prohibit marketing' . 

25 practices by standard health plan sponsors and other' . 

July 27,1994 
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1 entities offering supplementalsel"viccs plans that in­

2 volve: 

3 (A) Providing monetary incentives for, or 

4 .tying or otherwise. conditioning, the sale of the 

5 plan to enrollees in· a certified standard health 

6 plan of the sponsor or entity. 
. -.~ .. 

--'------ (B) Using or disclosing- to any party infor­

mation about the healthstatus or cla.lms eA-pel'i­

enee of participants in a certified standard 

,~ 10 health pIal} for thf~ purpose of marketing a sup­

11 plemental services plan. 

12 (c)· TREATMENT OF COST-Sru.RING PLA.t~S.-

13 . (1) RULES Jj"OR OFFERING OF POLICIES,-A 

14 . (~ost-sharillg plan may be offered to an inctividual 

15 only if­

16 (A) the plan IS offered by the st.andard 

17 health plan in which' the individual is enrolled; 

18 (B) the st~.ndard health plan offers the 

19 plan to all indi'viduals enrolled ill the. standard 

20 health plan; and 

21 (C) the plan is offered only during the an­

22 nual open enrollment period for standard health 

23 plans '(described in section 1503). 

24 (2) . PROHIBITION OF COVERAG·E OF 

25 COPAl'ltfENTS.-Each cost-sharillg plan may not pro-

July 21,1894 
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1 
 ,7jde any benefits i-elating to any eopayil1ents estab:­

2 lished under subtitle O. 

3 (3) E(~UIV~-\LENT COVERAGE FOR, ALL ;5ERV­

4 ·IcES.-Each cO'st-sharing plan shall provide (:overage 

5 for items and services ill the standard benefits paek­

6 age to the sa.me e1.'ient as the plan provides eoverage 

7 for all items and servi.ces in the package. 

, 8 (4) R::EiQUIR.E~fENTS FOR PRICING.- . 

9 (A) IN' GENERAL.-.Th~ price of any cost­

1. 0 sharing plan shall- . 

11 (i) be the same for eaeh individual to 

12 v\1hom the plan is offered; 

13 (ii) take into 'account any e}..-pected in-. 

14 crease in utiljzation resulting from the pur­

15 chase of the pla.n by',individuals enrolled in 

1.6 the st.anda.rd health plan; and 

17 (iii) not result in 'a loss-ra.tio of less 

18 than 90 percent. 

19 ,(B) LOSS-.RA.'l'lO DEFINEn.-·In subpaJ'a­

20 graph CA)(iii), a "loss-ratio" is the ratio of the 

21 premium returned to the consumer in payout. 

22 relative to the total premium collecte¢l. 

Jul~ 27, 1994 
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