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Title | -- INCENTIVES TO PROMOTE UNIVERSAL COVERAGE

Individual deduction. This is an expensive new entitiement 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 Il -- BASIC lNSURANCE REFORMS

Commumty rating threshold. The Mainstream proposal limits
community-rating to firms with fewer than 100 workers while the Mitchell
bill limits community-rating to ﬂrms with fewer than 500 workers

Association plans and MEWAs. The Mainstream proposal allows
association plans and multiple employer welfare arrangements (MEWAS)
to continue selling experience-rated and self-insured plans to their
members. The Mitchell bill required such entities to offer only community-
rated plans to community-rated eligible individuals and expersence—rated
‘p!ans to experience-rated ehglble individuals.

Risk adjustment. The Mainstream proposal does not risk adjust
‘across community-rated and experience-rated plans to take into account
higher risk populations that are put in communny ~rated pool.

Plans and HIPCs. Under the Mamstream 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 se!ecttvely contracting with employers and HIPCs.

Special treatment for Certain State/Local Government
.  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 participate 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 among FEHBP plans An alternative would
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be 1o allow employees of community- rated firms to "take" their employer's
contribution and purchase any FEHBP plan available in the area.

State Flexiblilty. The Mainstream proposal doss not include the
“fast-track" agreement to allow states that want to move ahead early to do
0.

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

Title Ill - HOME AND COMMUNITY BASED SERVICES

Home and Community-Based Long Term Care Benefit. While the
Mainstream proposal contains a similar benefit, it is means tested and
limited to $10 bllhon over 10 years.

Thie IV — MEDICARE AND MEDICAID

Medicare Outpatient Prescription Drug Benefit. The Mainstream
group does not include a Medicare Outpatient prescriptlon drug benefit.

Medicaid Integratlon Still waiting for language but state
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 -- HNEALTH CARE PROVI DERS

Workforce. The mainstream bill removes the health professions
workforce target for primary care of 55 percent. A possible compromise
may be to establish such workforce targets only for institutions receliving
federal funding. The mainstream bill also.eliminates the all-payer funding
for indirect graduate medical education (IME) and capped Med:oare IME
spending.
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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 outiays 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 Vil -- REVENUES

Tax Cap/Exclusion. Provisions in mainstream bill limiting employer
deduction to plans that cost no mora than 110% of average in community
- rated area is objectionable because 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 bul prowdes fer reductions in the new
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 Th:s is
unacceptable.
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MAINSTREAM COALITION PROPOSED AGREEMENT

L COVERAGE
<
A, Expanded Tax Deductibility

(he health insurance deduction for self-employed persons is extanded
permanently and phased in to cover 100% of the cost of qualified health
plans.

A medical expense deduction for health insurance premiums for individuals
is added and phased in to permit the deduction of 100% of the taxpayer's cost
for a qualified health plan.

B. Low Income Assistance

Low-incomae individuals will receive subsidies to purchase health insurance.
By 1997, individuals and families with incomes below 90% of the federal
poverty level (who'are not eligible for Medicaid) will receive a suesidy 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 premium, up to the “applicable
dollar imit”. Federal assistance phases out at 240% of poverty.

Federal Subsidies for low-income familics and individuals will be based on
the standard benefit package. For individuals and families with incomes
above 200% of the federal poverty level, subsidies could be used for the
purchase of the standard benefit package, or the basic benefit package.

C. Mechanism to Assure Full Coverage
The Health Comumission will report to Congress every 2 years ov the
demographics of the uninsured, and its findings on why those individuals

are uninsured.

Tn the event 95% of all Americans do not have health insurance by 2002, the
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The package will be reported 12 (ongress. frmy
[egslation Yewlting fom Ahe package st be
considered wirm g Imid Hime povicd and Wil b
fly amendavie gn Ane Fosy.

Commission will develop a package of reconmxendaums to Congress
designed to reach universal coverage

At the end of six months, if Congress fails lo act on the Heal ission
reco dations or dafeats their recommend out enacting an
alternative, a ve insurance coverage is
automatically imposed atisfied by coverage under either a

standard package or a basicpackage.

is at or abova

Mﬂf@x Care Coverage Areas where co
€x

empt from this requirement.
IL EXPANDED ACCESS TO HEALTH COVERAGE
A.  Insurance Market Reforms and th_tdaxd# for Accountable Health Plans

The Secretary shall, in consultation with private expert entities, develop
standards for health plans within six months of enactment. Whenever a
requirement or standard is imposed on a heaith plan, the reguirement or
standard is deemed to have been imposed on the insurer or health plan
SPOnSOr.

States will enforce the standards set forth in tlus Act pursuant to regulalions
issued by the Secretary.

These requirements apply to all certified health plans. Spedal rules
regarding the application of these requirements to large employers and the
self-insured are in the sections relating to employers.

. Guarantee availability thrcughout the entire HCCA in which the plan
is offered; ‘ “

i
L.
4

. Guarantee eligibility to all applicants;

. Guarantee renewal to all enroliees, except in instances of non-payment
of premiums, fraud or misrepresentation, or relocation vutside the
area.

° No denial, limitation, or condition of coverage based on health status,

claims experience, or medical history during the annual open
enrollment period.

.

(.Y
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Individuals enrolling in a plan for the first ime or after a long gap in
coverage may be subject to a pre-existing condition limitation of no
more than six months.

Comply with all rating requlrements including age adjustmeni and
family class, established within the coverage area. Special rules apply
to large employers not aligible for the HCCA pool.

Comply with open enrollment process established by the state and
establish enrollment processes consistent with the requirements of this
act

Comply with finandal solvency requirements, premium and collection
riteria. .

Participate in a risk adjustment program designed by the Secretary and
administered by the states, in accordance with the factors and rules set
forth in this act; States may apply for a waiver from the Secretary to

“establish alternative risk adjustment mechanisms;

Collect and provide standardized data collection and reporting
requirements, and comply with confidentiality standards;

Establish dispute resolution processes in accordance with this act;
Provide written information to all enrollees regarding a patient's right
to ' :
self-determination in health care services;

Meet requirements for designated underserved arcas,

. i

The following state laws relating to health plans are preemp?éd;

L ]

State laws that have the effect of prohibiting or restricting plans from:

- lindting the number and type of providers who partidpate in
- the plan;
- requiring erucllees to obtain nealth services from participating

pwwderb,
- requiring enroilees to obtain referrnl for treatment by a spedalist

Wuus
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or health institution;
- estabhshmg different payment rates for participating prufnders,
- creating incentives to encourage the use of participating -

providers;
. State corporate practice acts;
. State mandated benefit acts.

B. Other Qualified Health Plans

Emplover Smnsored and Group Health Plans

Employer-sponsored health plans (r.sk-bea.rmg) and group health plans { a
combination of risk-bearing and commercial insurance) must meet the same
insurance reform requirements as other accountable health plans, including
no pre-existing conditions, open enrollment, guaranteed issue, guaranteed
renewal, ete. They must offer the standard and basic benefit packages. They
also must meet solvency requiremeants for mk-bearmg pians that will be
developed by the Department of Labor. :

Qualified Association Health Plans

The bill grandfathers existing association health plans that kave been in
existence for three years prior to the date of enactment. These include trade
and professional asscciations, religious organizations, public entity
assodations, and Chambers of Commerce. Assodation health plans must
meet solvency requirements developed by DOL and take all comers in their
designated association, Otherwise, all qualified health plan insurance reform
reyuirements apply.

“Qualified Assodation Plans” must be organized and mainfgined in good
faith, with appropriate by-laws that specifically state the purpose, as a trade
association, mdu*'»try assodation, prefessional assaciation, Chamber of :
Commerce, a religious organization, or a public entity assodation and that the
entity has been established and maintained for substantial purposes other
than to provide the health care requxred under this section; and the
sponsoring entity is and has been in operation (together with its imumediate
predecessor, if any) for a continuous period of not less than 3 years and
receives the active support of its membership.

Euous
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Any arrangement that, as of June 1, 1994, has been in effect for not less than 18
months and with respect to which these is pending application with the State
insurance commissioner 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
otherwise meets standards under this subtitle) unless the State can
demonstrate that —

(1) fraudulent or material m;sz'epresentaaons have becn made in the

application which are hazardous to the State;

(2) a disqualification of the sponsor of the applicant entity has occurred;

(3) the plan that is the subject cf the apphcatxon, on its face, fails to meet the
requirements for a complete application; or

(4) a finandal impalrment exists with respect to the applicant that is
sufficient to demonstrate the applicant's inability to continue its operations.

Ruml Cooperaiives and Multi-Emplover Plans (Taft-Hartley)

Ex:lstmg Rural Cooperatives must meet the same rules as qualified association
plans . They must meet solvency requirements developed by DOL and take
all comers in their cooperatve. Otherwige, all accountable health plan
insurance reform reqmemens apply.

Multi-Employer (Taff-Ha.rtley) plans must meet the same rules as large -
employers, The} must meet the same insurance reform requirements as
other health plans, including ne pre-existing condition, open enrollment,
guaranteed issue, guaranteed renewal, portability, etc. They also must offer
the standard benefit package. They also must meet solvency requirements for
risk-bearing plans that will be developed by the Departmentof Labor.

C.  State Responsibilities

Within one year of the promulgation of this act, states must carry out the
following resnf‘nsmzhtzeb

establish the HCCAs, including interstate HCCAs, consistent with the
requirements of this act; States may submit waiver applications,
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according to HHS citerla, in the drawing of boundaries for HCCAs.

provide procedures for the estaplishment and operation of indiyidual
and small business purchasing groups, rules governing sales by agents
or direct sales of health plans, rules for the annual open erucllment
period, and other oversight responsibilities;

oversee standardization of information abeut health plan performance

consistent with the requirements of tlus act-
% % ane lederd| aoverpment
£

' establish-# risk adjustment programy, cation c:f
risks among health plans operating wzf.h each coverage ares;

certify that health plans comply with the requirements of this act, and
provide monitoring of health plan standards;

establish (momtor) dispute resolunon processes consistent with the
health plan standards.

The bill divides employers into two dasses, based on emplcyex" size.

Small Employers: 100 full-time employees or less. May purchase an
accountable health plan at the adjusted community rate through either
independent brokers or insurance agents, coopexanves or pnvate, non-
profit purchasing groups or public enrollment sights.

- Large Employer Group Purchasers: More than 100 full-time employees.

Large employer group purchasers may offer either accountable health

plans for which the employer negotiates the rate (experience-rated),
employer-sponsored health plans (risk-bearing plan) or a combination
of the two as a group health plan. Large employers may group together
to negotiate and purchase accountable health plans or«to offer
employer-sponsored plans. Large employers are not part of the
community-rated pool.

All employers must provide their employees with information regarding
their health plan options. If the employee requests, employers must enroll
them in their choice of health plan'and deduct the amount of the premium
from wages, minus any employer contribution. Employers are neither
required, nor precluded from contributing o the cost of employee health
coverage
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Nondiscrimination provisions that apply to all employers:

Precomoddaron
L ol **C“j“
o ned pIas
wil e
consideted -

Employers cannot disariminate in the pravision of health insurance to
either full- or part-time employees based on their eligibility for low-
income subsidies.

Employers who contribute to the purchase of any full-time employce’s
health insurance must make an equal contribution on behalf of all
full-time employees. Employers who contribute to the purchase of any
part-time employee’s health insurance must make the same dollar
cuntribution for all part-time employees.

A full-time employee is defined as an individual who is employed for
30 or more hours per week. A part-time employee is definéd as an
individual who is employed for at least 10 but less than 30 hours per
week.

For purposes of the nondiscrimination rules, an individual does not
qualify as a full-ime or part-time employee¢ if the individual is a
seasonal employee and/or until the individual has beer employed for
six months. : :

An employer who contributes to the purchase of an employee’s health
insurance must make the same dollar contribution regardless of the
health plan chosen by the employee.

In-Qrder to prevent employers from “dumping” employees int '\
cqmmurﬁty‘-n@g%;rzployers must offer—but not r—health
coverage for all full- mployess, part-f oyees, and pre-

P

s

medicare retirees. Large em lg?@rw rohibited from creating
SWF&M% their workforce Yased on health
] T Tiealth risk, or antidpated need of health care Bervices.

b

Small employers will pay any qualified health plan selected by the employee
- an amount equal to the contribution they woﬁzid ma.ki on fhe enﬁployee‘s
- behalf to the employer-selected health plan. fr POINT G4 Y lCe OpTion
s et A ot

A e AU gpyp mart  f quailable .

Large employers must offer their employees (including part-ime and
seasanal workers) a choice of at least three health plans~-one of which is a
point of service option plan, if available in the area. Employars may meet

7
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m?a(;lincantivg for Practice in Rura], Frontier, and Urban Underserved Areas
- ‘U do A Actal Of 36,000 .

Physidaris practicing in rural, frontier, or un ed urban areas are .
allowed a tax credit equal to $1,000 a2 month/ Nurse practiioners and
physician assistants would also be eligible fOr a similar credit equal to $500 per
month. ‘

Loan repayments under the National Health Service Corps Loun Repayment
Program are excluded from taxable income.

The cost of medical equipment, limited to $32,500 annually, used by a
physidan in a rural health professional shortage area can be immediately

expensed.

Interest, up to $5,000 annually, paid on education loans of a physidan,
registered nurse, nurse practitioner, or physician’s assistant is allowed as an
itemized deduction if the individual agrees to practice in a rural cormmunity.

Development of Networks of Care in Rural and Froatier Arras

The HHS Seqetary is authorized to waive certain Meadicare and Medicaid
requirements for demonstratdon projects to operate rural health networks.
Public and private entities may apply for such waivers. The Secretary may
award grants to assist organizations in rural 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.

Rural and Fronticr Emergency Care .

4
4

A rural emergency medical services program is established to improve
cmergency medical services (EMS) operating in rural and frontier
communities.

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

H.  Long Term Care

Tax Provisiong

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

Cmployer provided long-term care coverage which meets certain n.onsumer
protection standards promuigated by the NAIC, is excluded from an
employee’s taxable income. Premiums paid by an individual for qualitied
long-tecm care are deductible as a medical expense;

NAIC is directed to promulgate standards for the use of uniform language
and definitions in long-term care insurance policies, with permissible
variations to take into account differences in state licensing requirements for

w I be prov, Jeflong-term care providers.
o rome Accelerated Death Benefits
pnmun i -0
Code. Clarifies the income tax reatment of accelerated death benefits paid to
terminally il persons. Payments made under a qualified terminal illness
rider can be received tax-free as if they were paid atter the insured’s death,
. FISCAL RESPONSIBILITY
. &
A. Financing (Estimated Over 3 years; § in Billions) £
Medicare Savings {must b incred ;;{) 54
40 deamadu ke fon
Medicaid Savings dereqss in Ao bac s FLr $55.8
Postal Service Retirement . $13.0
SUBTOTAL SPENDING REDUCTIGNS | $154.7

10
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Revenues '
High Cost Plan Premium Assessment . $30.0
Tobacco Tax [ 4 1. mnclease ) $86-6
HI State/Local ( $7.6

SUBTOTAL REVENUES $131.1

TOTAL FINANCING 82458

B. Fail-Safe Mechanism

A current baseline for federal health expenditures (CBO projected Medzcare
and Medicaid and tax spending) is established in the bill.

Under this act, it is anticipated overall federal health spending will decrease.
However, in order to guarantee the act will not lead to deficit spending, a
second baseline, called the health care reform baseline, is created. This
second baseline includes ¢xistng and new spending.

In any year that the Director of OMB notifies Cnngress that health care reform

spending, Medicare, Medicaid, Low-Income Vouchers, and Tax Spending will
exceed the federal health expenditure baseline, the following automatic
actions will occur to prevent deficit spending:

1. the voucher phase-in is deiaycd mdf_’dseq'
-2, the assessment on high cost insurance plans is
3. the expanded tax deduction phase-in is slowed down
4. out-of-pocket limits in the standard and basic benefit packages are
increased
8. starting in the year 2004, 4 lax cap is placed on supplemental benefits

provided to employees and cortributed to by employers.

Congress may act on alternative recommendations by the Health
Commission to avoid the actions listed above.

IV. COST CONTAINMENT & CONSUMER PROTECTION
A. Benefits Package

The Commussion will establish two benefit packages based on the categories of

¥

11
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benefits listed below.

1. A standard benefit package the value of which can not exceed the
actuarial value equivalent of the Blue Cross/Blue Shield Standard
Option under the Federal Employees Health Yeneflts program.

A basic benefit package which will contain higher cost sharing and/or pru S

fewer benefits. This package must be designed to prevent adverse risk WAll B¢ y

selection when combined with the risk adjustments called for in the &ﬁwd"‘. |

bill. igh o f
: : Veditly

Congressional priorities: within the constraints of the actuarial limits, ,md “"ﬁdm%
Ao Sha ey

‘Congress directs the Commission to adhere to the following priorities. o
4 .

a) parity for mental health and substance abuse services (parity to be Gy ﬂj
defined), which shall consist of. a broad array of mental health and
rchabilitation services managed to ensure access to medically necessary
and psychologically necessary treatment and encourage the use of
outpatienl treatments to the greatest extent feasible,

'

b)  consideration for needs of ¢hildren and vulnerable populations,
including rural and underserved persons.
) wnprving The heaitn ot Amerians throgh presentn.

Categories of Benefits:

Inpatient and outpatient care ‘

Emergency, including appropriate transport services

Clinical preventive services, including services for high risk
populations, immunizations, tests or clinician visits

Mental Iliness and Substance Abuse

Family planning and services for pregnant women

Prescription drugs and biologicals

Hospice Care

Home heaijth care

QOutpatient laboratory, radiology and diagnostic

Outpatient rehabilitation services

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

Investigational treatments

-p
—p

12


http:Ant�Ylt.On
http:outpatie.nL

06/24/94

12:49 Vil
SENATE FINANCE
@ors

For each package, the Commission will develop rer.ommendauons to clarify
covered benefits; estaplish multiple cost sharing schedules that vary
depending on the delivery system; and develop interim coverage dedsions in
limited drcumstances. In making these determinations, the Commission
will consult with expert groups for appropriate schedules for covered services.
The Commission will have the authority to propose modifications to the
benefits package that would not go into effect unless approved by Congress
under base~closing procedures.

A qualifzed health plan shall provide for coverage of the categories of benefits
described in this section for treatment and diagnostic procedures that are
medically necessary or appropriate.

B. High Cost Plan Assessment

In each year begirining in 199€, an assessinent will be imposed on the top 40
percent of zll plans in an area. The assessment is equal to 25 percent of the
difference between a target premium and the actual premium charged by an
accountable health plan or self-insured plan for the standard benefit package
in a community-rated area. The target premium is defined as the higher of
the following:

1. the average premium of all qualified health plans offered to
individuals and employees of small businesses in the HCCA

ar

2 the geographically adjusted premium value at the 25th percentile of all
accountable health plans in the United States.

The geographically adjusted premium value is calculated by adjusting each
accountable health plan’s premiums for regional variations.. Such
adjustments shall include but not be limited to variations in the cost of living
and demographics.

For self-insured plans, the exclse tax will apply tn the difference between the

target premium and the actuarial estimate used for meeting the COBRA.

requirements. The Departmem of Treasury will be given authority to
develop regulations in this area.

C. Medical Liability Reform

13
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e conbnvetim of lawsuits Feyond The ADE pruaess.

*  No health care malpractice action may be brought in court until the final
" resolution of the claim under an alternative dispute resolution (ADR)
method adopted by the state frum models developed by the Secretary of HHS,
or developed by the state and approved by the Secretary of HHS. 7

Lability or the Lg\ae}wéf“’d'amages, from the court than in the s’mte ADR
method,-sach party shall pay the costs and attorneys fees of all parties to the
s

. Non-economic damages awarded to a plaintiff in a health care 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
econornic and punitive damages will be based on each defendant's propartion
of responsibility fur the claimant's harm.

- Seventy-five percent of punitive damage awards will be paid to the state in
which the action is brought and such funds will be used for provider
licensing, disciplinary activities and quality assurance programs.

A twenty year statute of repuse will be applied to medical malpractice actions.
. Lawyers may not charge contingency fees greater than 33 1/3% of the 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 malpractice awards and fees to a greater extent are not
preempted. “ :
————DBefendants-shat-be pormitiad-to-make payments-on-uwards By axeess of
. $308:000-on-Tperedic basis: ‘

D.  Administrative Simplification

This section streamlines administrative processes in the health care system by
establishing standards for a health care electronic data interchange (EDI)
system to reduce administrative waste in the health care system; provide the
information on cost and quality needed tc make competition wurk; create the
tools needed to conduct outcomes research to improve the quality of care;

14
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and, to make it possible to track down fraud. This subtitle also sets
requirements to protect the privacy and confidentiality of health care

information, and establishes a National Health Information Comtmssxon of

private-sector experts.
E.  Quality Standards

The Secretary, in consultation with relevant private entities, will develop
standards Lo assess the quality of health plans. In addition, the Secretary may:

-~ set priorities for strengtherung the medical research base:

- support research and evaluation on medical effectiveness through
technology assessment, consénsus development, outcomes research
and the use of practice gmdplmes,

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

- mainlain a clearinghouse and other registries on clinical trials and
outcomes research data;

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

- design an interactive, computerized dissemination system of
infarmation on outcomes research, practice guidelines, and other
information for providers.

F. Anti-Fraud and Abuse

P
This subtide establishes a stronger, better coordinated federal &ffort to combat
fraud and abuse in cur health care system. [t also expands criminal and divil
penalties for health care fraud to provide a stronger deterrent to the billing of
fraudulent daims and to eliminate waste in our health care system resulting

from such pramces

tent Self- Deerninehon Pr & @(% 1

V. PUBLIC PROGRAW REF ORM

A

Medicaid Reform

Wigyl
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INTEGRATION OF MEDICAID INTO PRIVATE INSURANCE

The Secretary shall study the impact on private health insurance premiums
and make recommendations on the integration of AFDC and non-cash redpients
into the community-rated private insurance pool. In general, the objective will be
to treat both of these groups like other low-income families and individuals for the

oses of enrollment in health plans and subsidies. Services not covered in the
standard benefit package will be retained and provided through the current
Medicaid program for mandatory aud optional eligibility zroups.

OFITONAL COVERAGE UNDER QUALIFIED HEALTH PLANS

. At state option, the Medicaid program will permit AFDC recipients and SSI
recipients (o receive medical assistance through enrollment in a qualified
health plan offered in a local HCCA. The state may not restrict an
individual’s choice of plan and is not required to pay more than the
applicable dollar limit for the HCCA area (as determined under scction 2001
of the Act). The number of individuals electing to enroll in a qualified
health plan is limited to a fifteen percent of the eligible population in each of
the first three years, and ten percent in each year there after.

LIMITATION ON CERTAIN FEDERAL MEDICAID PAYMENTS

. Federal financial participation for acute medical services, including

: expenditures for payments to qualified health plans, is subject to an annual
federal payment cap. The cap is determined by multiplying the per-capita
limit times the average number ¢f Medicald calegorical individnals entitled
to receive medical agsistance in the state plan.

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

. In years after 1996, the per-capita limit is equal to the per capita funding

amount determined for the previous fiscal year increased by 6 percent for
fiscal years 1997 through 2000, and 5 percent for flscal yzar 2001 and beyond.
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. Statss are required to continue to make eligible for medical assistance any
dass or category of individuals that were eligible for assistance in fiscal ‘year
1994,

STATE FLEXIBILITY CONH{ACT FOR COORDINATED CARE SERVICES

. At swmte option, the Act establishes a risk contract program within the
Medicaid program which allow states to enter into contracts with at-risk
. primary care case management providers. An at-risk primary care case
management provider must be a physician, group of physicians, a federally
quaiified health center, a ruzal health dlinic or other entity having other
arrangements with physicians operating under contract with a state to
provide services under a primary care case management program.

. Risk contracting entities must meef federal organizational requirements,
guarantee enroilee access and have a written contract with the state agency
that includes: an experienced-based payment methodology; premiums that
do not disariminate among eligible individuals based on health status;
reguirements for health care servicés; and, detailed spedfication of the
responsibilities of the contracting entity and the state'for providing for or
arrancma for health cure services.

. Standards are established for internal qualily assurance and state options
regarding enroliment and disenrollment are spedfied. State and federal
monitoring of quality and access standards are also established.

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

OTHER PROVISIONS

. The Act phases out Medicaid Hospital Disproportionate share adjustment

17
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payments by fiscal year 2000.
Medicare Reform
Maintain Medlcare as a separate program.

Medicare remains a separate program and continues to be federally -
administered, Beneficiaries enrolled in part B continue to pay a monthly
premium. The statutorily defined Medicare benefits continueg to be the
Medicare benefit package in both fee-for-service and managed care.

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

Individuals have the option to remain in an accountable health plan (AHF)
when they become eligible for Medicare, If they remain, they continue to
receive the standard benefit package with the full range of options available to
the non-\dedlca.:e population.

Plans may offer a separate rate for the Medicare-eligible population, The
Board is required to prescribe methods for risk adjustment. -

For individuals choosing an AHP, Medicare will pay the federal contribution
caleulated for Medicare risk contracts. Individuals are responsible for paying
the difference between the premium charged and the federal contribution.

During the annual erwoliment peﬁod, Medicare-eligibles may choose a new
plan thmugh their employer/purchasing cooperative or they may return to -
the traditdonal Medicare program.

ES
2

B.  Medicare Selert would become a permanent option in all States.

Medicare Select is a demonstration program limited to 13 states (including
North Dakota, Missouri and Minnesota) established in OBRA 199C to allow
managed care organizations to deliver supplemental benefit packages to
Medicare beneficiaries. An individual buying a Medicare Select policy is
buying one of the 10 standard Medigap plans. Ihe only difference is that
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Medicare Select policies deliver care through preferred providers. The
program is scheduled to expire in 1995.

Medicare Select would be a permanent option in all States. Medicare Select
icies will be offered during Medicare’s coordinated apen enrollment
period. Plans may not discrintinate based on pre-existing conditions.

C  Medicare risk contracts would be improved. (Medicare Choice Act)

GRADUATE MEDICAL EDUCATION

This subtitle features wischanisms to incraase the nu:mber of primary care

physidans.

Medicare GME Demonstration Project

The Secretary wil allow up to seven states to experiment with Medicare
direct graduate medical education (DME) payments to increase the number of
primary care physicians. Under this program, qualifying states may use
different weighting factors, or 2 community-based health care training
consortia, to direct a greater share of its DME funds for primary. care medical ™
education. A consortia will be romposed of teaching hospitals, medical
schools, and ambulatory training sites, with the goal of increasing the number
of primary care providers;

Up to seven training consortia nationwide will be eligibie to receive Medicare
DME waivers directly from the Secretary. Each such consortium will be
permitted to determine the most appropriate mechanisim to use its DME
resources to increase the number of primary care providersy mdudmg
distributing funding to medical schools. ¥

Community-Based Physician Training
Medical resident training time in non-hospital -owned community-based

settingz will begin to be counted in the determination of full-time-equivalent
residents for the purpose of making Medicare UME payments with the goal of

19
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moving more residency waining out of hospitals and into the community;

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

Expansion of National Health Service Corps

Increases Funding for the National Health Service Corps scholarship and the |
State Loan Repayment programs.

Increased Resgurces for Primary Care Health P.i'ofe,ssians Training

Enhances resources for Public Flealth Service programs which support training of
primary care providers as follows:

L

Increases funding for programs under Title VII of the Public Health Service
Act for the training of family physicians, general internists, and general
pediatridians;

Creates a new scholarship program and inareases Title VI Public Health
Service Act funding for physician assistants;

Increases Tille VII Public Health Service Act funding for nurse practitioner
training and scholarship programs.

State Programs for Non-Phygician Providers
A demonstration program is created for states and non-profit organizations to
experiment with changes in state scope-of-practice laws for ‘furse practitioners

and physician assistants, the retraining of subspecialists to celiver primary
care, and other mechanisms to increase the supply of primary care providers.

20
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How much does this cost?

The effect an the deficit will be zero (Fall-Safe)

We raise $250 billion over flve years

These funds will be used to provide direct subsidies
to individuals at 240% af poverty and below,
and to expand the deductibility of health \
insurance premiums for indlviduals and the \

selt-ingured. ) ‘
We expect additional savings from system reforms.

We expect the combination of these elements
to lead to insurance coverage for at least 93%
of all Americans by 2002, and coverage of
about 98% of all health care costs in the
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TO: . Mamstream Senators
FROM: - - Staff -
RE: - Status of Discussions with Representahves of the Ma;onl-y Leader and
- . the Republican Leadet .. o
- DATE: September 13,1994 | )

- jPrcfgi'es's

resentatlves of the Re" ubhcan Leader

L 'members to develoP a list of areas in agreement and dlsa'g“
- Leader's representatives'indicated that they were in the process of 'developmg
. list to give to the Republican Leader. Mainstream staff. suggested the’ possxbxhty .
3 'attemptmg to discuss stich issues to'see if staff could work some: of theri-out beforé -

‘the return of the Members. The Repubhcan Leader’ $ representahves felt that would
be beyond the authority they had been given. Every attemnpt has been made and

- will ‘continue to be madg, to involve the Repubhcan Leader in ongomg dlscussxons

E and to be’ responswe to his’ concerns

: 2. Regresentatives of the Majorigy Leader

_ We have made a great deal of progress-—probably 85% of 1ssues could be .
‘resolved if an overall agreement were reached. Among the 15% or'so issues that
remain outstanding, there are only a few that Members wxll absolutely have to work

out among themselves. : - o . :

P
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Senator Mxtchell has accepted the Mamstream s posmon on a number of

1mportant 1ssues, for. example‘ ;

°

o

" Agreement to work 0ff of the language drafted by the Mamstream

Wilhngness to negohate ona ”tax cap” as apphed to large busmesses, and

~ abandoniment of the notion of a tax on high cost plans which mcluded a

basehne set by the federal government

Droppmg hrs tnggered employer mandate, his cost com:mssxon report
(accompanied by expedited legislative procediires), and his new pnvate nght
of actxon for potenual cxvxl rxghts violations. :

Indxcabon of sothe ﬁexxbxhty oft 1ssues related to the threshold for ‘

commumty rahng/ self«insunng

,Attached s‘ka 115t of i xseues th_et remam outstandmg, drvxded mto two categones (1)




ISSUES THATM EMBERS MUST RESOLVE:

Issue‘ Individual deductxon

‘Mainstream_ Posmon- The Mamstream proposal prmndes for an eventual 100%
deduction for the self-employed and for mdlvzduals whose employers do not-
. promde health insurance. : A

 Mitchell Posxtwn The Mxtchell b111 contams iny a 50% deducﬁon for the self-
employed and no deductzon for mdlvxduals. o

Comments: Although falrness may dxctate the need for the individual deduction in
“addition to the deduction for the self-employed CBO and Joint Tax agree that the
- cost of the individual deduction is not justified by any real increase in coverage.
. They also have. pomted out that, while the individual deductien will- effectively do
_nothing to expand coverage, its hkely real. world effect wopld be to -ericourage
" employers to drop. employees from. company health® plans' ‘The cost of the
- individual deduction in the Mainstream bill is appro:amately 70% of the total
: -:estunated $29 billion- over ten years for both deductlon ERR o ,

,'Issue' Rlsk Ad1ustment

| .»"Mamstream Pgsmcn The Mamstream proposal\doe, not 15k ad)ust;from the T
,.;”‘expenence—rated%’ ogl lo the co I ‘po L e

f’kmd constxtutes a }udden tax_on Iarge employer planis »Th1s‘r'emams an essenually

, exther-or” proposmon

; _:Issue': State I-'l'e‘nbxht’y'

Mamstream Posmon. For the sake of nahonal umfonmty, the Mamstream proposal .
would not allow states to 1mplemenl: staté-level reformis either (1) ahead of the time
frame in federal reform legislation or (2) that would affect ERISA plans However, N
the Mainstream agreement retains current ERISA waivers for Maryland and - -
Hawaii, and allows states to set up. single payer systemns" thh a carve-out ‘for large
multi-state employers 1, 000 or more employees) B

st
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Mltchell Posmon- Mltchell wants to aﬂow (1) and (2) and wants to allow states to
impose “additional or different requirements than those 1mposed by federal reform.
legislation.- Spemﬁcaﬂy, Mitchell’s bill grants waivers to certain states (Maryland,

" Hawaii and New York) to tax self-insured plans, impose employer mandates, and/or
contiriue all’ payer hospital reimbursement systems. ‘Also, it allows States to set up
smgle payer systems without a carve-out for large employers and allows “Fast-
Track” states to 1mp1ement federal umform standards in advance of theu effective

dates.

Comments thle the Mamstrearn and Mltchell approach agree on the
o grandfathermg in of certain existing ERISA and Medicaid waivers and expanding

- ‘both the Hawaii and Maryland waiver, there is still disagreement on the New York
~waiver, the "Fast-Track” states, and the smgle payer opt out for large compames

]

Issue' Medxcare Outpatlent Pres:nptlon Dmg Beneflt

Mamstream Position: The Mamstream is opposed to a new non- means-tested ;
"‘entitlément but gives seniors access to. cemﬁed health plans whxch would provxde

rescnpt‘xon' drugs

Mitchell .Posxtion. The Mxtchell blll mcludes anew beneﬁt under Medmare to cover o

io_smon : The Mamstream bxll provxdes for reductlons in Hew - :
of ms enacted as part of health care reforrn to offset any unanhmpated

ograms,. ‘ oilld be sequestered

- lggtchell Posmon The Mltchell bill prevents unanumpated growth in Medlcare
, from: .tnggermg a subsidy cut, and therefore exdudes Medicare spending from the

:'i)}"c"urrent health spendmg baseline.

' «‘uf;f_Issue' Malpract1ce

‘Max‘n.stream Pos1t1en ‘The Mamstream blll contains a SZSO 000 cap on non-
‘e onomlc damages :

wrhpaa s



Mltchell Posmon The Mltchellblll does not contain a cap on non-economic

damages..

Comments Mltchell may also have SOIme COnCerns about (1) mandatory fee shlftmg
.(Enghsh rule) in ADR cases and (2) Mainstream’s provxsxons on several liability.

f

" .-,..u.‘-.- .




Issue: Limit on Tax Deduct1b111ty and Employer Deducuons/Emponee Exclusmn for
CostaShanng Supplementals :

'Mamsgream Position:

(1) The Mainstream bill contams a dual formula for calculating the limit on -
deductibility. for experience-rated plans, under which an experience-rated employer -
can choose a limit of either 110% of the average premium for comrnumty-rated
plans in their area, or the Ievel of that company’s actual spendmg in 1997 not
increased for growth

) Mamstream would not allow an employer deductlon or individual exclusion for

\’4 supplementals that cover cost sharing under the standard plan (flrst dollar coverage) -

: for experzence-rated plans

i ‘li;"‘.‘:_exdudabﬂlty of cost shanng supplemental plans

inmng in the year 2000
$ xtchell P051t10n- '
" (1) Mitchell would like to change the formula that determmes level of deductxbxhty

i

f,y'.j."(Z) Mxtchell does not contain the provxsxon whxch e\hmmates the deducnbﬂ ty nd

 Issué: In's'nf'aﬁt‘e Keforﬁi e b

. ‘Mainstreatn Posmon : o ' -
/(1) The Mamstream proposal limits eommumty—ratmg to f1rm5 thh fewer than 100 .
workers S - ‘ : ‘ ,

(2) The Mainstream proposal allows enshng association plans to contmue selhng
, expenence-rated and self—msured plans to thexr members, but does not allow new
plans to develop.

(3) The Mainstream bill contams a prov1sxon that would allow Iarge (over 100 000)
purchasing cooperatives that serve public employees to contmue offenng expenence-~
rated plans ‘ : : :

'“Mxtchell Position:
M The Mitchell bill limits cornmumty Tating to fums w1th fewer than 500 workers

''''''
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(2) The Mrtchell b111 would effectwely eliminate assoaatron plans with the ,
exception of Taft-Hartley plans rural electric cooperauve plans and certain church '

plans

(3) The Mitchell bill would not allow large purchasing cooperauves that serve pubhc
, employees to contmue offermg expenence-rated plans

. Comiients: - Staff has been consrdermg some options that may lead to an agreement
on these issues. The underlying issues require a balancing between the continued
-existence of current purchasing arrangements and the protection of the community-

'rated pools
"'.Home and Commuruty-Based Long Term Care Benefit.

V":-%_Maznstream Position: The Mamstream blll funds this’ capped entltlement to states
' ~at $10 bllhon over ten years.

| ,-"“Mxtchell Posmon “The Mitchell brll funds thlS program at $47 billion over ten years

‘The jmount‘of direct fundmg that Mitchell ultimately wants is negotrable, but
'Mxtche_ll's staff want sorme mandatory outlays for underserved programs (network

; _A,.'Health Servrce Corps essential pubhc &) alth activities, the commumty based
: ‘scholarstup program, and additional fundmg for WIC. -

s 'IComment The Mitchell bill originally contained $37 bllhon in-mandatory fundmg,
they have commumcated they may be wrllmg to accept s1gn1f1cantly less.



Issue: Benefit Package / Role of'tﬁe, Héaith Boﬁr’d :

Mainstream Position: The Mainstream bill contams three defmed beneﬁt packages
‘and it provides more flexibility with regard to the nature of- particular covered items
and services within the nationally defined categories.: The Board: ‘wotild define the
limitations on speczflc 1tems and servxces and would set cost-shanng for the benefxt

-packages.

Mitchell Position: The Mltchell blll contams two defmed beneflt pad(ages and it
would have the Commission specifically define all covered items and ‘services, and
cost sharing. After the initial packages were defined; the Board would be able to -
change cost—sharmg and covered xtems and serwces wzthout Congress;onal
'approval

‘Issue° Woxkforce ! Graduate Medxcal Educahon

* Mainstream Position: The Mamstream proposal does not mclude a specn‘xc
workforce requirement, but would set up 4 commission torepdit ofi ‘workfotce
reform (a pr0posal would come to Congress under expedxted legxslatzve procedures)

iconcern of Mxtchell‘

Pederal Employees Health Benefxts Program (FEHBP)

Mainstream Posmon The Mamstream proposal reqmres all locally-offered plans
that partmpate in FEHBP to offer themselves to the commumty-rated market

Mitchell Position: Mxtchell would (1) requu'e ‘that all employers‘ offer FEHBP to
‘their employees and (2) blend the commumty rate and, federal employee Tate over
tlme . . L - :

‘Comments Mitchell’s staff has suggested the followmg compromxse. addmg a "cash
" and carry” provision that would allow all employees of commuinity- rated employers,
to choose an FEHBP plan and retam their employers contnbutxon _
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Issue: Outcomes and Quahty Resea.rch

Mamstream Position: 'I’he Mamstream bill would not devote part of its all—payer tax
"(.6%) for graduate medical education to increase fundmg for the Agency for. Health
Care Polu.y and Research. - - 5

" Mitchell Position: Mxtchell would devote a part of hlS 1.75% all-payer taxon + : -
prexmums to increase funding for the Agency for Health Care Policy and Research.

- AHCPR is currently funded through dlscrehcnary appropnahons and the Medxcare
* trust fund. .

Issue: Plan.s and HIPCs

Mainstream Posmon Under the Mamstream bill, plans -are not requu'ed to offer
themselves to all HIPCs in the area, but all plans will be listed, comparative . '
information will be available and mdmduals w111 be able to enroll in plans at a state
'desxgnated 51te '

Mitchell. Posmon The Mztcheil bxll requu-es all health msurance plans to be. offered
- through a HIPC, although there is no reqmrement for 1nd1wduals to purchase
‘ through a HIPC : : ‘
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