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MEMBER ISSUES 

Title 1-- INCENTIVES TO PROMOTE UNIVERSAL COVERAGE 

Individual deduction. This is an expensive new entitlement that will 
undermine the employment based system that now exists, ultimately 
reducing coverage as individuals decide whether to purchase health 
insurance. ' 

Subsidies. Specific mainstream proposals still to be determined. 

Title II .- BASIC INSURANCE REFORMS 

Community rating threshold. The Mainstream proposal limits 

oommunity-rating to firms with fewer than 100 workers while the Mitchell 

bill limits oommunity-rating to firms with fewer than 500 workerS. 


Association plans andMEWAs. The Ma.instream proposal allows 
association plans and multiple' employer welfare arrangements (MEWAs) 
to continue selling experience-rated and self-insured Plans to thei( 
members. The Mitchell bill required such entities to offer onlyoommunity:' 
rated plans to community-rated eligible individuals and experiencs;.rated 

..plans to experience-rated eligible individuals. 

Risk adjustment. The Mainstream propo~a' does nbt risk adjust 
. across community-rated and experience-rated plans to take into account 
higher risk populations that are put in oommunity"rated pool. ' 

Plans and HIPCs. Under the Mainstream proposal, plans are not 

required to offer themselves to all HIPCs in the area. Without such a 

requirement plans' would be able to continue their risk selection practices 

by selectively contracting with employers and HIPCs. 


Special treatment for Certain State/local Go.vernment 
Purchasing Groups. The Mainstream proposal allows certain state and 
local government purchasing groups to continue purchasing coverage for 
state and local government employees at an experience-rate. 

Federal Employees Health Benefits Program (FEHBP), The . 
Mainstream proposal requires all plans that partioipate in FEHBP to offer 
themselves to the community-rated market. However because employers 
are not required to offer all FEHBP plans to their workers, individuals may 
not have a full range of choice am'ong FEHBP plans. An alternative would 
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be to allow employees of community-rated firms Ito "take" their employer's 
contribution and purchase any FEHBP plan available in the area. 

State Flexibility. The Mainstream proposal does not include the 
"fast-track!! agreement to allow states that want to move ahead early to dO 
so. 

Benefit Package. The mainstream bill provides that the actuarial 
value of the standard benefits package can be no greater than the BOIBS 
Standard Option in FEHBP. This permits. the Commission to design a 
package with lower actuarial value; i.e. the legislation acts as a ceifing. In 
the Mitchell bill the actuarial value of the standard package would be 
equivalent to FEHBP. This acts as both a floor and a ceiling. 

Title /II -- HOME AND COMMUNITY BASED SERVICES 

Home and Community-Basad Long'Tarm',Care Benefit.. While the 
Mainstream proposal contains a similar benefit, it Is means tested and 
limited to $10 billion over 10 years. 

Title IV -- MEDICARE AND MEDICAID 

Medicare Outpatient Prescription Drug Benefit. The Mainstream 

group does not include a Medioare Outpatient prescription drug benefit. 


Medicaid Integration..Still waiting for language but slate 

maintenance of effort may be a problem. " . 


Title V -- QUALITY AND CONSUMER PROTECTION 

Malpractice. The mainstream bill places a .$250,000 cap on 

noneconomic damages resulting from medical malpractice injury. 


Title VI HEALTH CARE PROVIDERSw_ 

Workforce. The mainstream bill removes the health profeSSions 
workforce target for primary care of 65 percent. A possible compromise 
may be to establish such workforce targGts only for institutions receivIng 
federal funding. The mainstream bill also .eliminates the all· payer funding 
for indirect graduate medIcal education (IME) and oapped Medicare IME 
spending. . 



141 003/003 
09101194 17:17 .. .. 


Outcomes and Quality Research. No part of the 0.6 percent 
premium assessment in the maInstream bill goes toward funding for 
research in these areas, as conducted by the Agency for Health Care 
Policy and Research. Funding for this research. should be a part of the 
legislation. 

Underserved/Public Health. Mainstream bill takes Mitchell bill 
language, but without any funding. Amount of funding is negotiable but at 
a minimum some mandatory outlays is necessary for underserved 
programs (network development, enabling services, and capital), school 
based clinics, the National Health Service Corp,core public health, mental 
health, and the community based scholarship program. 

Title VII _.. REVENUES 

Tax Cap/Exclusion. Provisions in mainstream bill limiting employer 
deduction to plans that cost no more than 110% of average in community 
rated area is objectionable beeause it unfairly subjects experience rated 
plans with older and/or sicker workforce to taxation. Compromise might 
be possible limiting experience rated plans to growth based on national 
average. Denial of deduction for employers and exclusion for employees 
in the case of supplemental cost sharing benefits is not acceptable. 

Title XII _.. FAILSAFE 

. Fail-Safe. The mainstream bill . provides fo:r reductions in the n·ew 
subsidy program to offset any unanticipated groWth in Medicare. The bill 
requires the President to send Congress Medicare savings proposals to 
eliminate any Medicare-generated overage; but if such legislation is not 
enacted, the new reform programs would be sequestered. This is 
unacceptable. 
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:MAINSTREA1v1 COAUTION PROPOSED AGREEMENT 

COVERAGE· 

( 
A. Exp;mded Tax D~ducl::ibi1ity 

[he health in:3U1;w.ce deduction for self--employed persons is extended 
permanently and phased in to cover 100% of the cost of qUalifi,ed health 
plans. 

A medical expense ded.uction for h~alth insw-ance premiums for ~dividual5 
is a.dd.ed and plw~ in to permit the deduction of 100% of the taxpayer's cost 
for a qualified health plan. 

H. LoW'Income Assistance 

Low-inc:om.e individuals will receive. subsidies to purchase health insurance. 
By 1997, individuals and families with incomes be.iow 90% of the federal" 
poverty level (who are net eligible fur Medicaid) will receive a suosidy to 
purchase health care insurance through accountable health plans. 

By 2002 the subsidy will be phased-in for those with incomes up to 240% of 
poverty. At 100%, the subsidy covers the full prentiwn; up to the uapplicable 
dollar lirn.it". Fedu:u assistan~e phases out at 240% of poverty. " 

Federal Subsidies for low-income fa.milit:s and individuals will be basad on 
the standArd b-enent package. For individuals ar,d families ~th incomes 
above 200% of !:he federal poverty level, SUb5idi~s (;;otlld b~ U$ed tor the 
purchas~ of the stw;',dard benp.fit package, or the basic benefit package. 

C Me~hanism to Assun: Full CoveX'3ge 

The Health CoIl'tIltiEsion mil report to Congr~ss every 2 years 0"0 the 
d~rnO&"aphics of th.e uninsured, and its findings on why those individuals 
are uninsured.. 

Tn the event 95% of all Americans do not have health i.r.suranc~ by 2002, the 

1 
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/he. pO C~gCLVlll be. Y-CpCV*O ~ Cb~ Y-e5:S. I+ny 
l~iS~a-hon ye.~/,h~ :1:m ,f~(' (X1c~~ must be 
CbnSt.dded JjJHn"c.L JI mJ-/(d. -ftme ffJtlcd and Wl11tt f:e 
-0/I~ 0. trertJa 1J1.e O\'\..me fIW. 
CoJ11lI1ission will develop a package of recommenda.tions to Congress 

designed to reach uruv'enia! COVErilge. 


~e end of six months, if Congress fails to act on the Heal . . n 
reeo clations or dltteats their recommend' . out enacting an 
alternative,. a . ement that indivi ve insurance coverage is 
aUiOmatical.ly imposed atistied by coverage under either a 
sm:ndard package or a ba~: &age. 

92~ eXempt from this requirement­

. 

These resi~~ Care Coverage Areas where CDVi!1'~ 

IL EXPANDED ACCESS TO HEALTH COVERAGE 

A.. 	 Insw-ance Market Refonns arid Standa:rds for Accountable Health Plans 

The Secretary shall, in t.:oruultiltlon "With private expert entities, develop 
standards for health ptans withiJ.., six months of enactment. Whene~l' a 
requirement or standard is imposed on a health plan, the requirement or 
standard is deemed to have been imposed on the insurer or health plan 
sponsor. 

States MIl emoree the standards set forth in this Act pursuant to regulations 
issued by the Secretary. 

These requiraments apply to all certified health plalU). Special rules 
regarding the appllcation of th~e requirements to large employers and the 
sAalI-insllred are in the sections relating to employers. 

• 	 Ou.a..rantt.'e availability throughout the entire HCCA in which the plan 
is offered; 1-. 

I 
~. 
I 

• 	 Guarantee eligibility to all app1icallts; 

• 	 Guarantee re:new<l.l to all enrollees, except in instances of non-payment 
of premiums, fraud or misrepresenta.tion, or relocation Qu.ts:ide the 
area. 

• 	 No denial, limitation~ or condition of coverage ba~ on health sto.tus, 
cla..i.ms cxp~rience, or medical history during the annual open 
enrollment period. . 

.,
.. 
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• 	 Individuals enrolling in a pLan for the first tima or after a long gap in 

coverage may be subject to a pre--e.xisting condition lil:r\itation of no 

more than six months. . 


• 	 Comply with all rating requirements, induding age adjustment and 

family class, established Within the coverage up-a. Special rules apply 

to l~ge employers not eligible for the HCCA pool. 


• 	 Comply with open e..ru-ollme:nt process established by the state and 
establish elltollment procesS;es consistent wi th the requ.irwl'Letl.ts of this 
act; 

• 	 Comply with financial solvency requirt:!lnents, pr~um and collection 
criteriA.. '. 

• 	 Partidpate in a risk adju'tmc:nt program designed by the Sl:!cetary and 
administered by the states, in accordance with the factors and rula; set 

. forth in this act; States may apply fo.r a waiver &om the Secretary to 
establish wlternativp. risk adjustmettt mechanisms; 

• 	 CoUec:t and provide $tanda.:rd.i%ed data collection a...'ld reporting 
requirem.er.ts. and comply with confidentiality standards; 

• 	 E~tablish dispute resolution processes in accordance with this act; 

• 	 Provide'written information to all enrollees regarding a patient's rightro 	 . 
self-determination in healtll care services; 

• 	 Meet requirements for designated. unders~ved a.rcas:t" 
... 

The following state laws relating to health plans are preemptE:!d; 

• 	 State law<; that have the effect of prohibiting or restricting plans from; 

li.witiX'g the number and type of providers who participate in 
the plan; 
requiring en.rollees to obtain health se!vic~ from participating 
provid~IS; . 
requiring enrollees to obtain referrwl for treatment by a specialist 

·3 
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or health institution; 
establishing different payment rate.s for participating providers; 
creating irtcentives to encourage the use or participating' 
providers; 

• State corporate practice acts; 

• State mandated benefit ads. 

B. Other Qu.alifil:l:d Health Plans 

Employer Sgonsore.,9. arId Group Healtlt Pla..'1s 

Employer·sponsoted health plans (risk-bearing) and group heaith plans ( a 
combination of ri.:ik-beuring and commercial insurance) must meet the same 
in5uran~e reform requirements as other accountable health plar'ls; including 
no pre-exist.i.ng conditions, open enrollm@I1t, guaranteed issue, guaranteed 
r~newa1, etc_ They must offer the standard and basic OeI'l.eiit packages. They 
also must meet solvency requirements for risk-bearing pians that will be 
d.eveloped by the OQ}'artment of tabor-

Qyalifieq Ms.gdanon Health Pl<i1'.n$ 

Tne bill grandfathers existing aSSOdationheillth plans that have ken in 
existence to'l' thr~ y@ars prior to the date of enactment These ir.clude trade 
and professional associations, religiOUS organizatio.m;, public entity 
associations, and Ch4l.J.l1bers of COITI.rrie.rce. Association health plans must 
tneE!tsolvency requirem€!lts developed by DOL and take all com~s in their 
designated assoaation. ()therwis~, all q:l.l.alified health plan insurance reform 
reqLli.remcnts apply. 

. . 

"Qualified AssociAtion Plans" m.ust be orga.n.ized and. main~ned in good 
faith~ with appropriate by-laws that specifically state the pUIpbs~J as 3. trade 
association, industry assodatluH,proicssional ::J!'>sociation, Chamber of 
COII'lIX\.e!'ce, a reJigiolJ.S organization, or a public entity association and that the 
entity has been esta.blished and maintained for 5ubattultial purposes other 
than to provide U1e heclth eare required under this section; and the 
!>ponsoring entity is and has been in op@ratioX'. (together with, its immediate 
predecessor, if any) for a continuow ~riod of not less than 3 years and 
receives the active support of its membership, 

·4 

.. 
'" 
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@007 

My rlrrangement that, as of June 1, ~l994, has been in effect ror not leso t11.a.Ii. 18 
months and with respect to which tht:re is pending application 'With the State 
lnsUJ."ance com.:aUssioner for a certificate of operation as a health plan, shall be 
treated for purposes of this subtitle as a. qualified healLh. plan (if such a plan 
oilierNise meets st4J.1.dards unclEI' thL., subtitle) unless the State can 
demonstrate that­

. (1) fra.udulent or material miSl"epresentatioru; hiiLve been made in the 
application which are h~:al'dous to the State: . 

(2) a disqualification of the ::if'on$OT of the applicant entity has occurred; 

(3) the plan that is t..'f\e subj~t of the applk",tlon, on its face, fails to meet the 

requirements tor i1 complete application; or 


. . 

(4) a rU\ancial irnpalnmmt exist:. with !'P.$pect to the applicant that is 
sufficipnt to demonstrate the applicant's inability to continue its operation:5. 

~unu CooEgrativQs r:lT'\d .l\ifu.l,tl-E;rU210ver Plans IT;:lftwHardev2 

Existing Rural Cooperatives must meet the same !"<J.les as qualified association 
pla.'1s . They must meetsol"<lency requirements developed by 'DOL a.t"\d .take 
all c:omers in their cooperative. Otherwise, all arcou.ntable health plan 
.insU1'an<:e reform requirements apply. 

Multi-E.mployer traft-Hartley) plans must meet the same rules as large 
employers. They must m~et the same insurance reform requin:!L.nertts as 
other h~alth plans, lndudLll.g 110 pre-e.~sting r.:onditiol"'" open enrollment, 
~ara.I\teed is..-ue. guaranteed renewal, portability, etc. They also must offer 
the standard benefit package. They also mUI:i~ ;tneet solvency requirements for 
risk-bearing plar.s that MIl be developed by the Depa.rtmen(:'2f Labor. 

t 

C State Responsibilities 

Within OI\l;: year of the promulgation of this act, state$ must carry out the 
following responsibilities; 

establish the HCCAs, induding interstate HCCAs, consistent with the 
requirements of this act; stat~ may submit waiver applications, 

5 
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according to HHS aiter!a, in the drawing of boundaries for HCCAs. 

pro"Vide procedures for the establishment and operation of individual 
and small bwin£sS purchasing groups, rules governing sales by agents 
or direct sales. of health plans, rules .for the annual open eruol1:ment 
PeriO~, and other oversi.ght responsibilities; 

oversee standardization of information a.bout h£:W.th plan performance 
consistent 'With thE !'equ.irements of tb.i.s act; 

. ' deveJOlietL bA )ht /(d.e,ral cwveYrltn.7!n.t 
eitabUiR II' riSk adjw;~ent progr~to ensiJ.re the-laii allocation ot" 
rislc.~ among health plans' operating with each coverage area; 

c:ertify thilt health plans comply with the requirements of this actl and 
provide monitoring of health plan standard.s; 

e5tablish (monitor) dispute resolution processes consistent with tht! 
health plan standards. 

The bill divides employers into tw'o classes, based on elnployer size. 

Small Employers: 100 full-time employees or less. May purchatie Ql'). 

accountable health plan at the adjusted community rate through either 
independent brokers or insurance agents, cooperatives or private, non­
profit purOlasing groups or public enrollment sights . 

. Large Employer Group Purchasers~ More than 100 tull·time employ~. 
Large employer group purchasers may oHer either acroWltable health 
plans lor which the employer negotiates the rate (experience-rated), 
employer-sponsored health plans (risk-~arlng plan) or a ('ombination . 
of the two as a group health plan. Large employers may group together 
to negotiate and purchase accountable health plans or1t0 offer 
employer-sponsored plans. Large employers are not part of the 
community-rated pool. 

All employers must provid~ their employees with information regarding 
their health plan options. It the employee requests, employers must enroll 
them in their choice of heAlth plan' and deduct the amoW'tt of the premium 
from wages, ntinus any employer contribution. Employers are neither 
required, nor precluded frol~ contributing Lo the cost of employee health 
coverage. 

http:ensiJ.re


~/24194 12: 45 
SENATE FlNANCE 

Nondiscrimination provisions that apply to all employers: 

PruorrHJcia.+-iL'iY\ 
J.Jf c:ull-e'{hW:l~­
/7)J tfll fled plans 

W}( 1 ~)e:> 
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E.rn.ployers cannot cli.scriminatc in the provision of health insurance to 
~thp.r full~ or part-time employees based on their eligibility for low­
income subsidies. 

Employers who contribute to the purchase of any full-time employCia's 
health insurance mw;t makt! iU\ equsl contribution on behalf of all 
full-time employees. Employers who contribute to the purchase of any 
par1Hime employee's health insurance must muke the same dollal 
contribution for all part-time employees. 

A full-time employ~ is definC!d as an individual who is employed for 
30 or more hours per week A part-time employee is defined as an 
individual who is employed Jor at least 10 but less than 30 hours per 
week. 

For purposes of the nondiscrimination rules. an individual does not 
qualify as a full-time or part...time employ~ if the individual 15 a 
seasonal employee and!or until t..'e iudividual has beeri employed for 
six months. 

An employer whu I:ontributes to the purchase of an employee's health 
insurance must make the same dollar contribution regardless of the 
health plan chosen by the employee. 

~ to prevent employers from JJ,d.ti.mping" empluyee int :1 
com.tmintty~~ool, employ~rs must offer-but not r-health \ 
(overage for all fulT-"f.U:rre-.elU~yees, part- . oyees, and. pre-~ 
medicare retirees. targe em ~~ prohibited from creating 
subsidiaries or .' segmenting their wer..kiQ.rce based on health 
s ,eiith risk, or anticipated need of health carese?mes. 

Small ~mployers 'Will pa.y any qualified health plan selected by the employee 

an amount equal to the contribution they wou.ld mnk~ on the p.Il1.ployee's 


. behalf to th~r~pl<1Yet-selp.cted health plan. .4 20/f'l1 Qf ~r lIlGe or,-t10Y1 pi ur 
s.v )It I) e OHCreo.. IY\ .(\.~JI Sr'Y'O.U 0r.ll. p mar U;r ,I f ava) IaJlI-e . 

Large employers mu!St offer their employees (mcluding part-time and 
seasonal workers) a choice of at least three healtll plans-one of which is a 
point of Si!rVice option plan, II available i.n the area. Employers may meet 

.7 
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11 r I '""Tat< 1ncentiv(~ for Pra£tice in Rurgl. Frontier, and Urban Undp"'1"11gryed Area,a 

(tm v. t CI . . .t uP 10· a..fob j of .g3/J)/ DDO . 
'or't-[f161 Physidaris practicing in rural, frontier, or i:~ed urban areas are. . 
1) Slu..lld allowed a tax credit equal to $1,000 a mon Nurse practitioners and 
, tJf. ,~/.; .J physiQan assi5tants would also be eligible r a similar credit equal to $500 per
e etp?c:..('C...C,.(· month. 

Loan repayments under the National Health Service Corps Loa.n. Repayment 
Program are ex:ducied frOID tdoXable income. 

The cost of medical equipmentt lintited to $31.500 annually, ~d by a 
physidan in do rural health prnfessionaJ shortage area can be immediately 
expensed. 

Interest, up to $5,000 annually, paid on education loans of a physician, 
registered ncrse, nurs<: practitioner, or physician's assistant i~ allowed as an 
itenti.zed deduction if the iuoividu..u agrees to practice in a rural community. 

Development of Networks of Care in Rural_and Frontier ArP.3S 

The HHS Secretary is authorized to waive certain Medicare and Medi..:aid 
requirements for demorutn1.tion projEcts to operate rural health networks. 
Pub1i<: and private er.tities may apply for such waivers. The Secretary may 
award grants to assist organizations in rurd networks planning; 

The Secretary will conduct a study on the benefits of deVeloping a 
supplemental benefit package and making available premiums that 'Will 
improve access to health services in rural areas. 

IRural an9- Frontier Emergpncx Carg, 
~, 

i., 
I 

A rural emergency medil.:a.l scervicc5 progra m is established to improve 
. cmergenry medical .services (EMS) operating in rural and frontier 
communities. 

Rural community hospitals meeting e1igibilitycntena may qualify ..$ Rural 

Emergency Access COlnmunity Hospitn1:; (REACHs). This program will 

permit ~'Xi5ting rural community hospitals participating in the Medicare 

program. to maintain their current status if they meet standards of eligibility 
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as a I'W"al emergency access fadlity. Current sped~ reimbursement to small 
rural Medlcare-~dependE:>.nt hospitals enacted in Omnibus Budget 
Reconciliation Act of 1989 will be extended. 

H. Long Tenn Cue 

Expenditures for qualified long-term care (QLTC) services are deductible as 
medic;al E!xpe..'1Se$. Su.c.h services include diagnostic, preventive, therapE!1..ttic, 
rehabilitative, m.aintenance and penot\al care. Provision of such services 
must be <.:ontingcI\t upon certification of impairment in three or more 
activities of daily U:ving by a licensed health C~t;; practitioneT. 

Employer provided long-term care coverage which meets t:ertain consumer 
protection standards promulgated by. the NArC, is exduded from an 
employets taxabll! income. Premiums paid by an individual for qualified 
lo;ng-tecm care are deductible as a medical expEw.se; 

NJ\IC is directed to promulgat!! standards for the use of wU!ot'tn l.anguage 
and defuritions in long-term care insurance policies, with pennis.sible

4 S1YuCfufl variations to take in;'c account differences in state licensirtg requirem~ts for 
VII\ be prw tdtdJ.ong-term. care provlders. 

0cY h)"rne' 11 rd. Accelerated Death Benefits 
"fiYI(r1 un rfL\ -~jfJ" 

CJ)J( . 
..) 

Cla.rifi~ the income tax treatment of accelerated deam benefit5 paid to 
term.inally ill persons. Payments made under a qUllliIied terminal illness 
rider can ~ receivet1 tax-free as if they were paid after the insured's death. 

m. FISCAL RESPONSIBILITY 
I.. 
I 

i-.A. Financing (Estimated Over 5 yearsj S in Billions) 

Medic:arl! Savings (rnu-:,} be IfV:' rectec/ ) 
, ...to .O{(jJ.mt.Xio Ie -f-J( .­

Medic:aid Sa v ings ;;lee rea 51 i f\ -1"0 W,'l.o 1:.L'f $55.8 

Postal Service Retirem~nt $13.0 

SUBTOTAt SPEl'i"DING REDUCTIONS $154.7 

10 
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Revenues 

High Cost Plan Premium Assessment $30.0 

Tobacco Tax CS.1.. IY'I"rcase:) $.%.:e 

HI Stnte/lexal $7.6 


SUBTOTAL RnVENtJES 	 $131.1 

TOTAL FINANClNG 	 $245.8 

B. Fail-Safe Mechanism 

A OlIl'ent baseline for federal heal th expend.itun~5 (CBO projected Medicare 
and Medicaid and t~ spending) is established in the bill. 

Under this act, it is anticipated uver'~l federal hp.alth sp~.nding will decreas.p.. 
However, i.n order to guarantee the act will not lead to deficit Spf!Il.ding, a 
second baseline, called the health are reform bitaeline, is aeatoo.. This 
second baseline includes c ....,isting and new spending. 

In any year that the Director of OMB notifies Congress that health care refonn 
spending, Medicare, Medicaid, Low~Income Vouchers, and Tax Spending will 
exceed the federal health expenditure base11iu!J the following automatic 
actions will occur to prevent deficit spending: . 

1. the voucher phase--in lIS delayed /naea:s/?d ' 
, 2. the assessment on high cost insurance plans is i:;cplement8Q.. 
3. 	 'the expanded tax deduction phase-in is :s.lowed down , 
4. 	 out-<>f~pod;et liniits in thP. standard afl.d basic benefit packages are 

increased 
5. 	 starting in the year 2004, do ~a.x cap is plat.'f!d on supplemental benefit5 

provided to employees and contributed to by employE7S­
~ 

Congress may act on alten:'.ativp. recommendations by the Health 
Commission to avoid the actions listed above. 

IV. 	 COST CONTAlNMEl\7 &: CONSUM:ER. PROTECTION 

A. Benefits Package 

The Commission will esrablbh two benefit p~ckages based on the categories of 

'11 
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benefits listed belOW. 

. 	 . 

1. 	 A star\dard benefit package the value of which can nOt exceed the 

actuarial value equivalQIlt of the Blue Cross/Blue Shield Standard 

Option under the Federal Employees Health Uenefits program. 


2. 	 A basic benefit package which will contain higher cost sharing and I or PfDU ~ID-h 
fewer, benefits. This. I:'ackag~ must ~ dtl:si~ed to prevent adv~ risk ~ I \ ~.J 
~ect10n when comomed WIth the nsk adjustments called for m the ~zg(~ill 
bUt . 	 . VPQi.ji 

Cuugressional priorities: within the constrs.int:s of the actuariallimHs, ~ntrk~(jC11s,
. Congress directs the Commission to adhere to the followinS priorities. ;(0 5~ 11'c:J 

can (?1~ . 
a) 	 parity for mental health and s\lbstance abUse serVices (parity to be ~~lJl ''1 

defined), which shall consist of. a broad array of mental health and 
rcilabilit<ltion services managed to ensure access to medically necessary 
and psychologically necessary treatml:mL and c.ncoW'agp. the use of 
outpatie.nL treatments to the greatest extent feasible. 

b) consideration for ne2d:s of clUldrl!n and vulne.rable populations, 
incl~diI'8 rural and underserved persons. 

(:,) lrnprovin~ -me healih 0+ Ant€Ylt.On~ throlltx prtven~.
Categories of B<eneAts; 

Inpatient and outpati~nt care , 

Emargpncy, indudillg appropriate transport ~ervices 


Clinical preventive services, LT\duding seI'1fic~ for high risk 

popu.Iations, immunization:), tests Qr clinician visits 


Mental illness ~d Substance Abuse 

Family plaMingand b¢rVi<'es for pregnant women 

Prescription drugs and biologicals ii.. 


Hospice Carel 
I 

L.. 
i 


Home health CiUe 


Outpatient laboratory, radiology and diagnosnc 

Outpatient rehabilltati<Jl1 services 

Vision C;lIre, hearing aids and dental care for individuals 


under 22 years of age 

Investigational trllatments 


12 
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Fol' each package, the Com.rnission will develop reco.mmendations to clarify 
covered benefits; esraolish multiple coot sharing schedules that vary 
depending on the delivery system; and develop interim. coverage d~ioI1$ in 
liInited drcum.stances. In making these dett:lminations, the Conunission 
will consult with expert groups for appropriate schedu.les for covered services. 
The Co:rom..ission will have the authority to propose modUkations to the 
benefits package that would not go into effect unless approved by Congress 
Ull.der basE-ci,o";ing procedures. . . . 

A qUalified health plan sh~ll provide for coverage of the categories or benefits 
described in this section for treatment and diagnostic proceciw-es that are 
'm.edically necessary or Clppropriate.. . . 

B. High Cost Plan Assessment 

~ each year begiririli1.g in 1996, an assessment will be im.p~ on the top 40 
percent of all plans in a.t\ area.. The assessment is equal to 25 percent of the 
Qifferl?nce between a target premium and. the actual premium chargt.-d.. by an 
acrountable health plan or self~insured plan tor the standard benefit. pa~age 
in a contmunity-rateri area. The target premium is defined as the higher of 
the £ollowin~ 

1- the average pre.tI)ium of all quaJ.ified health plans offer~d to 

individuals and employees of small ,businesses in the HCCA 


or 

. 2... 	 the geographically adjus~ed premium value at the 25th percentile of all 
accountable health plans in th@ United States. 

The geographically adjusted premium value i;; calculated l:!Y adjusting each 
accountable hoealth plan's premiums for regional variations.i,Such 
adjustments shall include but not be limited to vaLiations in I the cost of living 
and dem.ographics . 

. For self-insured plans, the exdse tAX will apply to the difference between the 
target p.t'en'\ium artd the actuarial estimate used for meeting the COBRA 
requirements.. The Department of Treasury Will be gl("'er\ authoritY to 
develop regulation:; in this area. 

C Medical Liability Refonn 



.. SENATE 	 FINA.~CE 

• 	 No health care malpractice action may be brought in court until the final 
resol!-ltion of the claim under an alternative dispute r~olution (ADR) . 
metl1.od adopted by the state frum models dP.'Veloped by the Secretary of:HHS, 
or developed by the state and approved by the Secretary of HHS. 

..... 	 Ji ette party iI~~AS5t:i9D receilles .. WO;6Q re!lttl:t, with ze3t"ect to 
liability or the ~v.et-attramages, from the court than in Lhe state ADR 
m.ethgdrsuc:f'\party shall pay the costs and attorneys fees of all parties to the 
li.ttg:aa~ 

., Non-economic daul.a.ge:s awarded to a plaintiff in a health ~e malpractice 
. claim or action may not exceed $250,000, indexed. for inflation. 

• 	 The liability of each defendant to a health care malpractice action for non· 
economic and punitive damages wilt be based on each ciefendant's proportion 
of responsibility for the daiml'1nt's harm. 

$e"J'enty-five percent of pllllitive damage awards "Will be paid to the state in 
whkh the action is brought and such funds will be used for provider 
licensing,disdplinary activities and quality a.5surance programs. 

A t'wenty year statute of repose will be applied to medical malpractice, actions. 

Lawyers may not marge contingency fees greater than 33 1/3% of tll.e first 
$150,00 of the award in a health care malpractice action and 25% of amoUnts 
in excess of $150,000, 'USing after tax amounts. 

• 	 State laws that limit malpractil:e awards El.nd fees to a greater extent are not 
pre<e:mpted. 

Se€endu,t5 shall be ~j,.t.~-ro..rnake--payments--e1'I:itwardS ittWtcess- of 
$loA,see on a pe"edi~asi5t 	 I 

D. 	 Administrative Simplification 

nus section str~arn1incs administrative processes in the health care system by 
establishing standards for a health care E?lectroruc 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 resean:h to improve the quality of care; 
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and. to make it possible to track down fraud. nus subtitle also sets 
requirements to protect the.privacy and confIdentiality of health care 
information, and establishes a National Health Infonnation Commission of 
private-!:i~tor experts. 

E. Quality Standards 

The Secretary, in consultation "\o\oith relevant private entiti~, will develop 
standarulii lo a!'sess the quality of health plans. In adclition, the Secretary may: 

set priorities for sttengtht!.runS the medical research ba.c;e; 
support research and evaluation on medical effectiveness through 
technology assessment, consensus development, Qutl.:ome5 resellrch 
and the ~e ~f practice guidf.'lines; 

conduct effectiveness. trials ilq:ollaboration with m.~dica1 specialty 
socipties, medical educators and qualified health plans; 

maintain a deariaghouse l'lnd other registries on clinical trials and 
outcomes research data; 

;:l~5ure the systematic evaluation of existing and new treatments, and 
diagnostic tenJmologies in an effort to upgrade the knowledge base for 
clinical decision making and policy choice; 

design an interactive, (.;orliputet"ized dissemination system of 
information on outcomes research, practice guidelines, and other 
information for providers. 

F. Anti-Fraud and Abuse 
"­

This subti.tle establishes a stroI1g~r{ better coordinated feuel'al
l 

~ort to combat 
fraud a.nd abu.se in ou.r health cnre system. It also expands criIninal and dvH 
penalties for health care fraud to provide a stronger deterrent to the. billing of 
fraudulent claims and to eliffillli..te was~e in our health ('are system resulting 
froW such practices. , 

Cr. ra·he.nf· Se!.{" ce~Y(y1/Lf\(,rhl)Y) Pr..: t-- i 
v. :PUBLIC PROGRAM REFORM ' e}(-tenS /0vI ­

A. Medicaid Reform 

15 
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"Th4lEGRAnON OF MEDICAlD lNTO PRLVATE lNSlJRANCE 

The Secretary shall study the impact on private healti. insurance prenliw:ns 
and make recommendations on the inb::gration of AFDC and non-~ash recipients 

. into the cox:rununity-rated private insurance pool. In general, the objective will be 
to treat both of these groups like other low-income families artd individuals for the 
purposes of enrullment in healt.p" pl;:!M and. subsidies. Services not covered in the 
standard benefit package will be retained and provided through the C1JlTt!1.ll 

Medkaid program for mandatory al.d optional eligibility groups. 

OFTIONAl. COVERACE UNDER QUALIFIED HEALTH PLANS 

• 	 At state option, the Medicaid progr~ will permit Arne recipients and SSI 
recipients to receive medical assista.nce through enrollment in a qualified 
health pLan offered in a local HCCA. TIlle !itate ll",o.y not rE'$trict an 
u\dividuul's choice of plan a.."'td is not required to pay more than the 
applicable dollar limit for the HCCA area (~ detenn1netl 1.lnder G~on 2001 
of the Act). Th~ number of individuals electing to enroll in aqualifi~ . 
health plan is limited to a flft~--D. percent of the eligible population in ~"ch ot 
the first three years, and ten perc~\t il'I each year t:hel"e afta:. 

lJMITATIONONCERTAIN FEDERAL MEDICAID PAYMl!NTS 

• 	 Federal firlancial participation for acute medical s<!rvices, includin/:S 
expenditures for payments to qualHied heall:h plans, is subject to an annual 
federal pAyment cap. The cap is deternuned by multiplying the per-<:apita 
liInit times the average number of Medicaid cAtegorical indi.vi.d1131s entitled 
to receive Il'\edical a.ssistance in the state plan. 

t. 
• 	 The per·capita limit for fi5cal year 1996 is eqllal to 118% of Ltt~base per capita 

fundit'lB amount .. Th1s amount is determined by dividing the total 
expenditures made for medical assistance fu.rnished in 1994 by the average 
total Alwnber of medicaid categorical individuals for that year. Expenditures 
for which no federal financial participation was provided and 
disproPQrtionate shan, payrr.ents are excluded from this calC"Jlation. 

• 	 In years alter 19%, the per-capita lill1it is equzU to the per capita funding 

a.n"lount determinpd for the previous fiscal year increased by 6 percent for 

fiscal years 1997 through 2.000, and 5 percent for fiscal yea:r 2001 and beynnd. 
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., 	 States are required to continue to :make eligible for medical assismnce any 

cias:; or cw.tegCl.ry' of individuals that were eligible for assistance in fIScal'year 

1994. 


STAn FLEXIBIUTY. CONrnACT FOR COORDINATED CARE SERVICES 

• 	 At 5ta.tc option, the Act establishes a risk contract program within the 

Medicaid program which allow states to enter into c:ontracbi with at-risk 


. primary care GUlii': management providers. ki. at·risk primary care case 
management provider must be a physicianJ group of physict~, a federally 
qualified. health center, a rural health clini~ or othar entity having other 
arransemenhi with physicians operating under contract with a state to 
provide :services under a primary care case managenu.:nt p't'ogI';un. 

• 	 Risk contracting entities must meet'federal organizational requiremenb, 
guarantee enrollee access lind have a written. contract with the state agency 
that includes: an experienc:ed~based payment Il1ethodologyi premiums that 
do nO.t disaiminate among eligible individu~ based on health st<'ltus; 
requirements for health c.are services; and, detailed speci£ication 6f the 
responsibilities of the contracting entity and the state 'for providing for or 
arranging for health (Axe :;e!'Viccs. . 

• 	 St.aI\dards are established for internal qu<tl.i.Ly a.5surw.nce artd state options 
r~gardins E!N'ollrne.."\t and disenrollinent are specified. State and federal 
monitoring of quality and access standards are also establlshed. 

• 	 In addition, each risk contracting entity providing Medicaid services shall alJio 
enter into mitten provider participa.tion agree.m~1'\ts with an essential 
coaununity provider; 01' at the election of an essential community provider, 
each. risk contractir.gentity will enter into an agr~'l1.imt to make: paymants to 
the essential ~onununity provider for services. Essential .unity 
providers include: Migrant Health Centers, Commu..'1ity Health Centers, 
Homeless program providers, PubUc Housing l'rovidp.i'~, Family PlaruUng 
Clinics, Indian Health Programst AIDS providers under the Ryan White Act, 
Maternal and Child Health Providers, Federally Qualified Health Centpts, and 
Rural Hf:t!t.llh Clinics. 

OTIfER PROVISIONS 

• 	 The Act phases out Medicaid Hospital Di~proportionilte share adjustment 
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payments by fiscal year 2000. 

Med1car~ Reform 

Maintain Medicare as a s.eparatt:: progr-am. 

Medicare remains a separa.te program and continues to be federslly . 
administered. B~eEidar::ies p.nrolled in part B continue to pay a monthly 
premium. The statutorily deflned Medicare benefits continlJ~ to be the 
Medicare benefit pac..1(age in uolh fee-for-s~ke and managed care. 

A. 	 Individuals could maintain coverage through private health plans 
when they become eligible for .Medicare. 

Individuals ha\fe the option to remain in an accountable health pla.."'l (AMP) 
when they become eligible for Mediout!. I.C they re.xrt.oUn, they col'1tinue to 
rcceiva thQ sti1ndard benefit package 'With the full range of options available to 
the non-Medicare population. 

Plans may offer a separate rate for the Medkare-eligible population. The 
Board is required to presaibe method" fol' risk ~djU$t%n.ent. 

For individuals choosing an AHF, Medicare 'Will pay the federal contribution 
ca.i(.;ula.tEd for Medicare risk contracts. Individuals are responsible for paying 
the ciiiference between the premium charged and the federal contribution. 

During the an.t\ual eru-ollment period, Medicare-eligibles may choose a new 
plan through their employer/pwc.'1.asmg cooperative or they may r~tum. to 
tl1e traditionol Medicare program. . 

I., 
I ... 

( 

E. 	 Medicare Sell?ct would become a permanent option in all Sta.tes. 

Medicare Select is i:1 demonstration program limiteo. to 15 sta.tes (including 
North Dakota, Missouri a.'ld Mmne50ta) established in OBRA 1990 to allow 
managed care organiza.tions to de1iv~r :supplemental b~fit pFlt"'kages to 
Medi<:are beneficiaries. An individual buying a Medicare Select policy is 
buying one of the 10 standard Medigap plans. The only difft:1.rence is that 
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Med.ica.re Select policies deli~e!' care through preferred providers. nle 
program is scheduled to expire in 1995. 

Medicare Select would be a permanent option in all States. Medicare Select 
pclides will be offered during M~kare's coordinated open enrollment 
period. Plans may not discrh:ninate based on pre-e."<isting conditions. 

e 	 Medicare risk c.:ontncts would be improved. (Medicare Choice Act) 

GRADUATE M€DlCAL EPUCATION 

This subtitle features mecl\artisms to increasp. the number of primary care 
physici.ms. 

Medicare CME Dpmonstration Project 

• 	 The Secret",;;lJ will illow up to $8venstates to experin'lent M:th Medicare 
direct graduate medical education (DM:E) payments to increase the number of 
primary care physicians. Under tlti.5 program, qualifying states may use 
d..i£ferertl: wI?1ghting factors l or a community-based health care training 
consortia, to direct a greater share of its DME funds for primary care medkal ~ . 
eauOltion.A consortia. will b~ ~omposed of teaching hospitals, medical 
schools, and ambulatory tta.inU'g sites, wit.i. the goal of increasing tht! nwnber 
of primary .care proViders; 

• 	 Up to seven training consortia nation'W'lde lViIl b~ eligible to receive Medicare 
DME w;aivel"S directly.from the Secretary. Each such consortium will be 
pennitted to detenn.ine the most appropriate mechanism· to use it:; OME 
!esoUIces to inaease tht! uUll1ber of primary ..are providert;-lncluding 
distributing funding to medical schools. . ';' 

Community...uased PhY!!fician Training 

• 	 Medical resident training time in non·llO~pital·owned community-based 
5ettit\~.,."ill begin ttl be counted in the determination of full-time-eqwvalent 
residents for the purpo.se of .making Medicare VME payU\en~·with th~ goal of 
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moving more residency training out of hospitals and into the community; 

• 	 FQr the purpose of Medicare indirect graduate medical ed.ucation p<l.yments 
Olt'LE}, training time in non-hospital--ownec1 ambulatory settings will be 
counted. in th~ determination of full-time-equivalent residents 'With the goal 
of providing equal incentives for hospitals to train primary ~are residen~ and 
sub-specialty residents. In additi(;m, per-institution TME payments are 
adjusted to assure budget neutrality. 

Expansiun Qf National Health Service Corps 

• 	 Increases funding for the National Health Service Corps scholarship and the 
Staf:e Loan Rep.ayment programs. 

Incre....s.ed Resources for 'Primary Care Health Professions Training 

Enhances resomces for Public Health Se:rvie~ p...ngrams which support training or 
pcirn.a.ry care providers as follows: 

• 	 Increases funding for programs under Title VU of the Public Health Service 
Act for the traini'-'lg of family physicians, general interll1:its, and gen~:ral 
pediatricians; 

• 	 Creates a new scholarship projSJ.'.a.tJ;1 and inc:rea~ Title VU Public Health 
Scrvic~ Act funding for physician assistants; 

• 	 lncreases T1Ue vn Pl.tblic: He;c"llth Servite Act funding for nurse practitioner 
training and sc.~ola.rship programs~ 

State Programs fOl Non-Physician Providers 

• 	 A demonstra.tion program is created for states and non-profit orga.nizations to 
experiment with changes in state scope-of~practi.ce laws for'Jiurse practitioners 
and physidan assistant.s, Lh~ t'etro..ining of sllbspecialists to deliver primary 
care, and other mechanisms to increase the supply of primary care prOVider5. 
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How much does this cost? 

The effect on the deflcil will be zero {Fall ..Safe} 
We raise $250 billion over five years 
These funds will be used to provide direct subsidies 

to individuals at 2400;0 of poverty and below, 
and to e'¥'pand the deductIbility af health \\ 
insurance premiums for individuals and the \ 
self-insured. ' . \ 

We expect additional sa,rings from system reforms. 

We expect the· combination of these element's' 
to lead to rnsurance coverage for at least 93% 
of all Americans by 2002, and coverage of 
about 980/" of aJi ~ealth care costs in the 
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· . Confidential Staff DraftiNot for DistributioIl- ' 

MEMOR,ANDUM' 

TO: Mainstream Sena:tors 

FROM:' . Staff' 

:RE: Status of DiscUSsions with Representatives of the Majority Leader ~d 


the Republican Leader ' " . " 
DATE: . September 13, 1994 . 

",'" 

. ',' The Mainstream staffworked through the recess arid was'.avaHabf~. t6:t::, ' . 
representatives of both the Majority Leader' and 'the Rep.~l:>lic~t.\""L:ead,er:,,)'/~a~nSft.eClm 
staff has met With staff from the Majority Leader's offices'and iepie$~'tt~a~ye'S~,bfthe' 
Republican Leader in an attempt to resolvearLdidentify,dlfferencei;::l?~twe'e:ri:~:9U!: . 
'proposals." ", ' '", .,;,', ':," ."<::'/'\~', "':. 
. 	 ". .. " . - , '.' .' ..", : .' :. :....'. :::<'j :: 1'. , 

" f 	 " ' • :, .', .... "','::. ~,'. 

· PJ(i~e$ .. 	 . . , .' • ,'. . .':.. ...... ...'\""h~t:{.;},' .... 
' ..., 1. Representatives of the Repubiican Leader, ' , ':', "':: " " , ,,{' '~' ';'<:::,,'0. :", : .. '.' !,"'::" ,~': " 

, '" ' ' . '.., '>, ",',"', . , '.:, :<>'i;~'::': ·i;;;,::.:~~,;.·<,;:,~:,.:::\i\:,:,':.::J,;',~;~~,i',~:~'; '''~ ~~::~:;:':;~':'::." ~~,:.;;f)::: . ,':' '.' . 
'''' ........ There havebeen"f:W,o'·oftidal meeHn'" fafwh:id{b6t1f·'sub'S'tan' t~ahd'O"( :e'ss:; , . , 


t • - . ', ,," -. ," •• g -i. ,.' ~ ,:'7'" .:. ,·;._·" .•·.~·,:, ..';!.',,-:.;..)·,"t.· .. .:',v .."t'.))\.' -i, ..~,i".-I > 

, ',were discussed. We answered questions a~d e~p~es~~d, '~~',;~~~ir~'9f,¥~i~", ,~, :rr(;~:'(' 
m'embers to d~velopa list of areas in,agfeeme!J,t:,a'nd d1s~gre~I~:leI)t;,,;Thei{ep~Q4e~if 


.' U~adefs representativesindkated that theywen~iri~e proces,'sofci~y~lcjp.41g;s,~gt,~, , 

.Jist to give to the Republican Leader. Mabls'tteiiin staffsuggestec.i'the,'possibility:i?.t :' 


.. , 'attemp,ti~g to discusssuchissues, ~o,seei(sta£f~9uld~~rksoJ:i:i~':'of,tKe,mjo~t'he{6r~,' 
the retUrn of the Members. The Republican Leaders representatives(Ellttha~,w()uld . 
be beyond the authority they had.been given. Every attempt has beefi.'p'a!:ie...and, 
will'continue to be made; to, involve th~RepublicaI'\. Leader inongo{rigdiscUssio:hs.. ",: 
and to be responsive tcl' his concerns. ' , , , . 

· 2. Representatives of the Majority Leader 

We have made a great deal of progress-;.probably ,85% ofi$suescoulci,'.~e ':~ , 
resolved if an overall agreement were'reached.' Among the, 1?% rir·so'i~S4~S'pult:' ..: '. 
remain outstanding, there are only a few that Members ,will absolutEdy have to work 

, out among themselves. 	 ", 
" 

'" 


.""'!'"....... ~ • 


1 



' .. 

. 'SenatotMitchelI has accepted the Mainstream's position ona nu~ber of 

imp'oitan~ 'issues,·forexarnple: .' . . . 

o .' Agreement to work off of the 'langu~gedrafted, b,;y the.Midnstrea~.. 

o 	 VVillirigness tonego~al~ oha Ut~xc~pllas applied to large busin'esse~/and 
ab~uldofiinent of the ri()tlon 9£ a' tax. on high cost plans which included a 
baseline set by' the federal goveI'IUIienl . 

• • I • 

, , I ' 

Dioppinghis triggered ~mploye~mandate;.his. CPS! commission re~drt 
(acc6mp~hied by-eicpeditedl~gisl~t1ye procedUres), and his . new private right 
of action for potential ~ivil right~ violations~ 

o 	 Indication' of:some fle~bilitY on issues' related to' the threshold fo~' 

comrnunity rating/self'..insuring:.··· . ' 


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

Attachedis aIlst of i~s~erth.~ti~rn~ht :dutstanding~ divided into tWo categories: (1) 
~tl1c>'~~.;tl\~;~)il~s~ bf!. r,e~?!.yecrR~·ljt~#lb,~fs~:~h~(2) those.thatstaff could ~orkolit with 
soij\e 'guid~nc~JroIho~ r~sr{~·cgve,?r1:\~tbt,s:. qn' issues in both categories, . ". 
Mairtstream's'b:lff. have :ha(;i i~~emal '~isciissi0il:s tc;>. determine whether any possible 

.. 'co~pfoh}iS;~S4i;ght::idi·~~;~~"~~·":: .)~ ,~:,,' . . . 
.:::~ , . 	 .: '.~': 

. '~, 

':,1., " ;. . ... , 

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

ISSUES'THAT MEMBERS MUS!RESOLYE: . 

Issue: Individual deduction 
'1 '" 

MainstreamP')sition:'. The M~I\Sffean1 proposal piov;i9-es for: an event~all00% 
deduction for the self-employed and, fo'r individuals whose employers do not· 

.provide he~th insurance.' . . 

. j Mitchell position:. The ~~ell :?l)l:~l)tains olliya 51lO/~ deduCtion!or iJ,e self-
employed and.no ,deduction.forlndlvlduals~" .', ':, 

Comments: 'Althoug~ faimessmay diet,a.te the need for tl:te individual deduction'in 
, add,itiori to the deduction for the self~employe<:i, cap a~dJoi.ilt Tax agree that ,the , 
. cost of the individualdeducao'p is not justified by 'any re,al increa~e in'coverage. . ' 
They also have pointed outthatlw~ile the)ndiyi,~tial d~duc~ion wiUeffediv~ly do 

, nothiIlg to. exp~~dco.verag~" i~ l+ke!y:~g~t~orld,e(fecfW()t!:ldb,~>t,o'ensourage ", . 
'employehi' to diop.employees·.fr6mcompanY'health'pl~IlS ..,..::rhetost of th.e " 
individual deduction in the Mainstream ~i1l is appro~*,~tely '70%'o.fthe total 


, ,estimated $29 billion oVer ten 'years~~or both"ded4ctiO~s~\" : ': ,< 

. . . -.' ,,<.;~ " ,,!~~ • : .' • ,'~ ;:/ -,-'.'," -~: • . 


,'.,L, .; 


.' ,., .. :.- ...... ',:~';Ai:~l,·'~f:,~:l:"·,:, ~'. 

Issue:' Risk Adju~tment, ',.,' "'. :",: ':'~~'(':::'. . 
, , " . ' , • '.... ,i., ,'. ' • . ,,: ",~,,:S:j./ ,. :) ~;{'r(~f\2: .., ,,", " : " --' 

,.:Mainstream. POsition: ,'the'Mainstrea~'ptBpo's~1:'clb~${ti'6r:#sk a'd]llst fioIfi 'the ",., 

;~peri:~ce"rate~'p'?o\1<> ~~~g~*~,%[{~~tR~~*~~it~~~,,<~,>· ....•.... ...... .. . 

Mitchell Position: ,The Mitch~ll b,i~trisk'~Qjusts fro.,n(fhe:,.',exp':er~~rlc~~rafea phol 'to 
;the' coirunu~~~~~,ted p,ooL ;:~.' ,.~<. ,<::" '):',';" ':;<:,",,:':-. ':', ' 

Comments:,' ,It 'has: been' the' Mainstfe·a~;sp~si~i6Il.th~fa.:~;ri~k. adj~frrtent :of thiS .. 
"kih.dconstihlte;(a hic;identax ,on larte employe'i. 'pl~ris::;:)rh'is.'r,errtaIllS 'an e~sentiaily 
ueithero.or"proposition: ,'; 

" ,, ,Issue: State FlexibilitY . 

Mainsti'eamP~sition: For the sake of nationall.lhifon1'li,ty;, the Mainstream proposal 
would not allow states to implement state-level teforms:either (1) ahead of the time 
frame in federal refoim legislatiorior (2) t'hat wO,u1d' ~ffet,d:RISA~pla,ns. 'Howev~t, . 
the Mains'treamagreement retains current ERISA v.,ai:v~~s."for~Marylai).d and' .. 
Hawaii, and ~1l6wsstates to setup·single.p.ayersyst,ems~~iilio~'c~rve::,ouffor large' 
multi·state employers (1,000 or moreepi'pl()yees)~ . " : 

, " 

1.:.-......4... ~ . 
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" 

Miicli~n P~sition: Mitchell wants to allow (l) and (2), and wants to allow, states to 
impose:,additi6Ii.alor different requirements than those imposed by f~detalreforin 
legislation.' 'Specifically, 'MitcheU's bill grants waivers to certain states (¥aryland, 

, Ha~a~ and,New York) to tax self-insured plans, impos~ employer mandate's, and/or 
, cori~nue al~ 'payethospitalreiinbursement systems~Also; it allows States to set up 

singl,e 'paye~ ,systems without a carve,..out for large employers and allqws ,'''Fast- , 
Tracki

, states to implement federal uniform standards in advance of their effective 
~~' ' 

Cbmments:'While the Mainstream and Mitchell approach agree on'the' 
, grandfat~'etirtg in of certain existlrig ERlSA 'and Medicaid ~ah/ers and expanding, 

both the Hawa~i and Maryland waiver, there is still disagreement on the New York 
, 'waiver, the "Fast-Trade" state's, and the single payer opt out for large companies. 

• , I , • , ' 

. " 
~".,!: ).' . ...,~ 

",issue: ,Medicate Outpatient Prescriptioll Drug Bene~it 
• "co 

, 'Mai~stre~rli Position: The Mainstream is opposed to a new non-means·test~d 
", ' < ';~nH~~II!-~'nt but gives seniors' access to"cert~fied' he~lth pla~s which would prpvide 

.':",'.: /::'pr~~~fipHo'~·'dtug~. 
, ;. ,,: ...t::'::~;'i:'~,:/:.~~:,·j;{::,:";~:"·':.:"::"_'> :'>~ : ." 
"j<';/'''MHchfHLPosition; The Mitchell bil~ includes a new benefit under Medlcafe to. cover 
',,: :/ ':':."~i\"\~~;f:\:f:i~:~·,;o\;'\'JY~"\~:':~;. ;;U"'~ti'd': ":..•. :-f-'~~.~ : ,", ... "\,

',,,,, '>:;~m~"tli rescnp, on·,urugs., 

:i,t~~r») ~~;f~~~~t. ~- ___ ___ 
, ' : '" .?;.:: ilin:stream';~P6sition:, The,}1ainstream i bill proyides: fottedudions iIi n¢w ';' .. /''" '; ':~<,~; 4~,: 'h9.!wgrBEQ~~~s ~na~tecfas part of heal~h caie reform to' offset. any un~ri.tidpated' 

, , ',',' ·~\,.;:;;gfo;w.:W~!)~ :;~p'falJederal health spending, including Medicare. The bill requires that if 
. , ~ "l~.' .t' ':""f-"V:-;;~ ~",;i...\ ,.... , f , .• , , " ' 

, ',,:?1:~,~§Acat~~~p'e~4.Htg causes t~e fai~-safe to be triggered, the President must send a 
>:.~(pfpp:R:~aF~o::,S(e9giessthat ,'Would reduce ,Medicare spending th~reby~revenHng the 

, :" ,"«r\~Uf.~~l;;~~afe'(tbW:~~ing,trigger'ed~ 'If such legislation is not enacted, the new refotih 
.'ic~<,lgiqgr.~~:~Ql:l1Ci 1:?e ,sequestered~, . 

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

: Mitch~li":Position: . The Mitchell bill prevents unanticipated growth iriMed1care 
,,r~:~ijV~ggeripg"a subsidy 'cut, and therefo're excluaes Medi<;are, spending fro~ the 

current he,althsl?ending baseline. ' 
. ,'. ~"', 

. issu¢: l\i;alptactice 
.. ~ " 

. . 
',~",~ai.ri,s:tf~~'m:l'osition: 'The Mains'treambill contains a $250,000 cap on non;' 


,,', , ,,:~,Ci:)'~()!Jti~C;latnages. 


, ,,' .~. 

" 

4 

., . ' 

, -­



Mitchell, Position: The lvUtchellbill does not contain a cap on non-economic 
d~¢21ges~' 

" . . 

corriihe~ts: 'lv.{itchell'may 211so have some cO~cerns about (1) mandatory, fe~ Shifting' 
(English rtJle) in ADRcases ~Ii.d (2) Mainstream's provisions on severalli~bility. 

, '. 

, .. , , 

, ' 

," 

(,,', 

" . 

;'" . 
:-. " 

. ," 
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ISSUES 'WHICH STAFF CAN RESOLVE WItH SOME GUIDAJSCE;' 
..; 

Issue: Limit on Tax bedudibUity and EIIiploy~r Ded~ctionslEmployee Exclusion lor 

Cost-Sharing Supplementals . '. 


·Mainstre~m· Position: . . . 
(1) The Mainstream bill contains a dual fonnula for calculating the limit on . 
deductibility. for experience-rated plans, under which an experience:'rated empioyer 
canchoose a limit of either 110% of the average premium for community-rated 
plans in their area~ or the level of that company's actual spending in 1997 not ' . 

. ·.increased fot growth.' . 
~ .............,. 


. '. 'its.~~····(2) .:Mainstr.eam would not allow. ~n employer deduction.or indi~idual exclusion for 
'.lA..\~.'.' ~., su .. .•... ... pple.~e~talsthat cover cost sharmg under the standard plar:t (fIrst dOllarcovetage> 
1:~~. '. e ..be23.nJ:U~g In. the year 2000. '. . • . '. '. .' . '. . . 
, .~.,... fr-C , ~",. ..... . ,'.. ',' ' .. ' .. , 
~"..r-r~~ltch~lLPosition: '.' " .... .'. . . . '. '. :.... . 
~~~'(l) ¥itc~ell would like to change the formula that determines level of ded~c.tib~lity 

,'I'9!" .. (or~x.penen·ce-rated plans. . ., . . ".; 

, , 

,.:·(it¥it~e,ll cioes.n.ot.contain th~.provision.which eliminates ..ther.d~dudi~b~~~tV~h:~,
.'"excludability ofcost sharing supplemental plans;'. .' ; ':' ': "" ".:,(,,'::;':'>" 
.,:....<-:;;, ',"', '"... , . ~. ' . : .' , 

'.' ". "·,:·.·.c;o.fh·~·ent~:,Mi tche'l1's ~taff hasjndit'a~ed ~'. w.i,ll~~ess:,to.rieg~·;i~~~:,:R;5H~,j~Sc-:"_,. _-c. 
<..'t~~J.!.~t 0!l 9.,~.d1.:J~pb~li.tyfor ~xperience.rate~p.~~_lJ5.. ."','.. ,,' .. ,'. ",>,', 'P 

.'. ·:, .. :,J;ii'li.~'t 1Ft-dedi iLtibility' fer eef!;t1"",a1ty:taEe~:phn\a.u"
'" '," " " '-, . - .' ,- -, 

' .. ~ . " 
" , 

, ';' 

·Mainsb·eam.Po~ition: . '. . . 
. (1) 'The Mainstreiim ptoposallimits' cornmunity-ratingto firms ~ith'fewerthan 100 
workers. . . . 

(2) the Mainstream proposal allows exlstingassociation plans t~ co~tinue s:elling 
experience-rated and self-insured plans to theirmembers,·but does not allow new 
plans to develop. ,. . 

(3) the Mainstream bill contai~s a ptovisionthat would allow farg:e(over·100,.qqO) . 
purchasing cooperatives that serve public employees to contin'ue offeringe?Cpe'dence-' 
rated plans. ' . . . . 

. Mitc~elJ Position:. . '. . . 
(1) The Mitchell bil1limits community';rating to firms with. fewer than 50'0 workers .. 
.' _ ....4,p .... ,,* J ,_ ," 

6 
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.: 
,.\,. 

,.: 

(2) the Mitchell bill ~ould effectively eliminate association plans with the 
exception of Taft-Hartley plans, rural electric cooperative plans· and certain ~utch 
plans. . 

. . 
.' . 

(3) the. MItcheli bill would not allow' large Pur.chasing cooperatives th.at serve public 
. employees to. ~ontinue <?ffering experience..;rated plans . 

., .' 	 Comriients: . Staff has been considering some options that may lead to an agreement 
on these issues .. The underlying issues require a balancing betweenilie continued 
existence ef current purmasingarrangements and the protectien of the cem:nulriity­
rated pools.' .. 
. . 

',. 	 '. J:iomeand Community-Based Long Term Care Benefit.. ' 

, ·····.Malilstream Position: The Mainstre'am bill funds this capped entitlement to. states 
:.:. ,·at .$~d)i,l~ienevei ten years. . . 

'". ~; " \ '." f / I , : ~.. ,t.:' , , " 

' .. 	';·;':~~if~1i.eIll~osition: 'The Mitchell bill funds this prQgram ,at $47 billiQn Qver t~n years~ 
. ,'.. " .. ' .. ", ' .. -,' '. : '. ...' 	 , ' 

'.:" :.~:.' ..:;c6·ffirii~'fif~::bifferencesalso remain in the level ef inC:Qme-rela~ed cost;.sharln:g·. that 
'. ", .''':;::~,:·:>.'.:W6'U1:d0Bie;:required ef .benefidaries~ Mitchell favQrsa 50%. cost sh~J.re at 400%' ·of'.. ·· . 

, :;" ;·,···:"'i!"~"'?:';:;F"'~./,t-:I!:.!!;~:,,\{,.,.r,J~";:·'~"!/ .... ' ,It."';' ,,"", , J'~:.: '.. ~ ,'.,' 1'" ".... , ! • ~ • ", _ :' ,.' I, ' _~. "';' .',,;.' ~ /!',.~~,,1' ~."" , 

·;'.::,:.:;'~~,;':~::,:.:;p:pv~r:~y.~.hi~~the M~!I,\Stteam favor ~ 100% cost shzn:e at.a IQwer lev·elof.:poV.efty.· 

;}~~ii~~1&t~~~J,~~~~i~_~+~11c:~ealtb·»: ...... . .... .... ..... ......>>; • 
. . ': :;~.r·d;:'::<.)j·' ailfsrreariiPc;sition: ·Jhe.:Ma.instream .'bill:dQes not include any mandatory·...•. 

~, ,r•.", ~'\;r>"...• \.",,,,,, " .. ~-, .. ~,.,t.,-""" ... <',"" ", "", ' .. "',' .' ., '.- • ." 	 • , • .•

. :<> ..':·~i:::;}\:~~sp':~l;\'9:ijig:.:foI:;:publi~healthprogiarris.oC'programs to assist underservedpepul~tidns. 
. , ··:·;.>,,::;~?~:;::,t·/.\::~,:~i;~il:L:;~~::':t~.:~:;\~·,· '.' '; '-., .':- . :: ...... '. ", . .. . . .' . .,', . 

. '. :::,··~t:~.>:··MHtfiell;posi~iori: The Mitchel~ bill proyides for direct (mandatory) funding fer a . 

'.. -:.:\::~0V~;-~'~f{ri~sAj(;pipg·ra~s devoted ~o .u!l.ders:erv~d pepula tions and public health functiens. 


·"t. '''. THe:.amount 6,f direct funding that Mitchell ultimately wants is negetiable, but'. 

'. . .' Mitchell's staff want some mandatory outlays fer underserved programs (ne'twerk 


.··~::·A.~v.~!9PP.;le~t,· eri~bling services, an?capi~al)i school based clinics, the Nati?nal 

':\"~e'alth~etvice Corps, ess~ntial public:rf;j~alth ac::tivities, the CQmmunity ba,sed 

., 'schQlarship'pregram, and addition'al flinding for WIe. 

, .·Cotrltrtent:· The Mitchell bill originallycentained $37 billion in mandatory funding; 
. ,', .:, .. ··they J:l~vecolT\municated they may be .Vfilling to. accept significantly less. .' 

. ,,' '\' .,.. . 	 ., ~ 

'. ,,~ " ' 

• " .< 

.' . 
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... >,' "'. 

Issue: Benefit Package I Role of the, Health Board, 
. , ' 

'Mainstream Position: the Mainstream bill contain~ tru:eedefined benefi"tpas~~'ges 

and it provides morefleX:ibility with regard to ~h(ri~tUre o~partiCular' fovet,~d)~eins 

and services ,within the n~tionally defined cat~goi"ie'~~': The,Bo~rd:::wptild~ef!~e,:the 

limitations on specific items an~ services and would setcost-sharing 'fQt the.benefit 

packages. ' , ' , .' , 

.,' , 

Mitchell' Position: The MItchell 'bill c~ntainstwo, defin~d b~I\efit 'p~d<:age$ ~nd it 

would have the Commission specifically define all c6.ye.red items ~rid 'services, and 

cost sharing. Afterthe initi~l package's were defined; theBo~rdwou1d be able to ' 

changecost·sharingand covered items and ,services 'without Congressional' ' 


·approval. " 

Issue: Workforce I Graduate MediCal Education 
, ... ' ", .:., r .,.',' '."" ' •• :"'" " '. ',;:.~,~,:' ••..• ,_,"',:,,~,~':':-'~_~'~.'., 

Mainstream Position: The MainstreampropO,sal dc:le.snotinclude,asp'~cific. 
wbrkforce requirement, but would set up a comrttissiqn,to"iepdr~ '~~:¥iqr¥fo.tce· 
reform (a proposal W041d coine .to Congn~ss under,:e~pedite.glegisl~t:iye ·p.fClce~~res)., 
,'. ." .. ' '.,.",": .,'1.: ,,: _., ";>' ',:., '-: "",:,.,:~. -"~',-'" 

" ~ , • .,'. , " : ,"', ">. ',,:. ,.; , t',',::J':i ::" '.~';:;'.:\~ , ;..~-_:;'~}</:-. <:"'".;~·r,: k ~:;':-:":;:""'-" " 
Mitchell Position:' Mitchell wants to .imposE(a'natiql1·al,;ti~o-C ""''''·";/P:~t?9,f.S5.%,:,·.' '.' 

.~, •. , ' ~ " '", "". ~'. \"'•. '. '~-~~.' .{,"'">/; .... ,," 't' : .... 'i; .... '.,j .. , . 

. priInary c~te physici~ns to 45% specialtyph.y~i.c;:i~.ns/#~~i;,t~fg~! :._' ...,'!~!(~p~;h9-irig " 

·totheaChieve,me~tof this goa\», .:<<::!;i~~ij:;'''>~f.~f',,;~!~',/.< ,. , 
Coinrrieri ts: piffe.ren~e.~ alsd.lerl}a~Il.iN.the.~n\'?~~}~iftr:~~:~:~r~i ,fB.~Jl~~.! q;.~~~t~(i~;~d.' .' 
through a , ne~.. lIall-pay~r"tax .?nheaH~p~aJ;1~~ ::~~t.l~,lstno,:t.c:~~a~;.i.f.~,thl. 'f ~a.:~aJq~ . 
'concern of .Mltchellis. '.', .' . . ',"" ;,.'," . '.", 
" " . . ,....'..., '.~ '<.' .,': ,(;,L:.;·. ..,.. 

1-'.· ... 'Federal Employees H~alth Beneflts,Program (fEIJ;BP). " '. 
" 

". '. ' , 

Mainstream Position: 'The Mainstf4afuproposal requir~s' aIllo'cailyibffer:edplaris 

that partidpateinFEHBP to offer themselves to the t"Ommunify-:-rated :'market~ . 


Mitchell Position; Mitchell wo~ld d)'req~iretl1a't~4:emplO,y~r~"';dife/FitI~BP'tO' . 
· their employees and (2) blend the community r~te and federal employee rate (>Vet 
time. 

. . .' , 

.Comtnents: Mitchell's staff has 'suggested. the follo.~in.g;cotnprbmise;.~d4,inga ;;c'ash 
and carry" provision that would allow allemployee~ofcoxn,.munity:-·x:~ftecrefripldyeis 
to choose an FEliBP plan and retain their employers' contribution .. '.' .... ,.,' , . . . . , . ' ' ' . 

...... 
. '. .­ ..... 
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Issue: Outcomes and Quality Research . 

Mainstream Position: . The Ma.i.ristrea~ bill would not devote pa~t of its aU-payer tax 
'.(.6%) for graduate 1l\edical education t.o increase funding for the Agency fQr.Health 
Care Policy and Research. . . ' 

. !\ 

. Mitchell Position: Mitchell would devote a part of his 1.75% all':payeitax o'ri l 

premium.s to increase funding for the Agency for Health Care Policy and Research. 
AHCPR is currently fund~d through discretionary appropriations and the Medicare 
trust fund. . ' . . 

Issue: Plans and HIPCs 

Mainstream Position: Under the Mainstream bill, plans ,are not required to offer 
themselves to all HIPes in the area, but all plans Will be listed; comparative, . 
information will be available and indlviduals will be"able to enroll in: plans at a state 
designated 'site. .' " , " . .., .. '. . 

, Mitchell'.p6sition: The Mitchell 'bill r~qu~e~ all~ealt·h insu'ran,ce plans' tobe:oifered 
, , throug~a HIPC, although there is. no tequirement for individuals topu.rch~se 

through:a HIPe. " . ..' 
" ' • J' :'. ~ ,(~ , ',' ',' , 
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