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Subtitle C - Improved Small Employer Purchasing Power
of Affordable Health Insurance

- Provides incentives to small employers (i.e., employers
with 100 or fewer employees), including the self-employed,
to form groups to purchase health insurance. Incentives
include exemption from state health benefit mandates.
[drops from the previous draft the preemption of state premium taxes)

Subtitle D - Clarification of Rules Applicable to Multiple
Employer Welfare Arrangements (MEWAS)

- Provides exemptions for MEWAs and clarifies the definition
under ERISA to preserve the use of the multiple employer and
self-funded concept in providing more affordable health care
coverage for both large and small businesses.

- Strengthens the concept of corporate ERISA protected plans
to include health care coverage for franchise networks.

[Subtitie D not included in previous draft]

TITLE II - HEALTH CARE COST CONTAINMENT

Subtitle A - Malpractice Reform

- Requires states to implement tort reforms (unless more
stringent tort laws are applicable in a state):

- A cap on noneconomic damages

- Periodic payment of awards

- Limits on attorneys‘’ fees

- Narrowed statute of limitations

- Imposes costs and fees on plaintiffs for
frivolous actions

[ Penalties for frivolous actions not included in

previous draft)

- Provides grants to states for the implementation and
evaluation of alternative dispute resolution systems.

Subtitle B - Expansion of Medical Practice Guidelines

- Increases the authorization of appropriations for the
Agency for Health Care Policy and research (AHCPR) to
develop and more broadly disseminate medical practice
guidelines ($45 million over 3 years).

* [ Indicates a change from the previous DRAFT BILL]
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- Authorizes a study of the use of practice guidelines to
reduce medical malpractice costs.

- Grants immunity from medical liability for physicians
following Peer Review Organization medical practice
guidelines.

[ Previous draft did not include grant of immunity from medical liability)

Subtitle C - Removing Restrictions on Managed Care

- Preempts state laws restricting the development of managed
care programs (e.g., states could not restrict the ability
of an insurer to negotiate reimbursement rates or contract
selectively with providers).

Subtitle D - Paperwork Simplification

- Requires hospitals to maintain a common set of clinical
patient data in electronic form and transmit it to the
Secretary of Health and Human Services or Medicare Peer
Review Organization.

- Directs Secretary to re-evaluate Medicare’s Peer Review
Organization program and report to Congress recommendations
to improve the program and increase its usefulness.,

- Provides grants to qualified entities to research and
demonstrate the application of comprehensive information
systems to monitor and improve patient care.

TITLE III - HEALTH CARE SAFETY NET

Subtitle A - Community Health Access

- Provides federal grants to expand Community and Migrant
Health Centers (CMHCs) to increase access to primary care
services for indigent and low income Americans.

- Brings employees of CMHCs under the Federal Tort Claims
Act to reduce medical liability expense of CMHCs.

* [ Indicates a change from the previous DRAFT BIIL]
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Subtitle B - Rural Health Care Initiatives

- Expands health professions training programs to encourage
more physicians and other health professionals to locate in
rural and underserved areas.

- Provides grants to states for the creation or enhancement
of systems for the air transport of rural victims of medical
emergencies.

~ Provides grants to states to conduct demonstrations

linking rural health care facilities to urban facilities via
telecommunications equipment.

Subtitle C - State Flexibility

- Increases the flexibility of states to manage various
aspects of their Medicaid programs:

- HCFA could not issue "disallowances" under any
Medicaid requirement until a final regulation is
published.

- In lieu of compliance with the extensive nursing home
gquality standards in OBRA ‘87, states could implement
their own quality standards if approved by the
Secretary of HHS.

TITLE IV - PREVENTIVE CARE

- Adds new preventive benefits to Medicare, including annual
screening for breast cancer, screening for colorectal cancer,
tetanus-diptheria immunizations, and outpatient diabetes
education,

* [ Indicates a change from the previous DRAFT BILL]



TITLE V - LONG TERM CARE INITIATIVES

- Provides tax incentives for individuals and employers to
promote the purchase of those private long-term care policies
certified by the Secretary of HHS.

~ Excludes from gross income:

(1) amounts withdrawn from individual retirement plans
for qualified long term care insurance;

(2) amounts on the surrender of cancellation of any life
insurance policy which are used to pay premiums for
qualified long term care insurance.

( Exclusions not included in previous draft]

* [ Indicates a change from the previous DRAFT BILL]






















































ISSUE

ADMINISTRATION PROPOSAL

HOUSE REPUBLICAN (H.R. 5325)

ACCESS

Tax Credits for the Uninsured

Provides tax credits of $1250/%$2500/%$3750 for individ-
uals/couples/families with incomes below poverty with
phase-down to 150% of poverty.

None provided.

Deduction of Premiums for Self-
Employed

Phases-in 100% deduction by '96. (25% in '93, 50% in
‘94 /'95, 100% in '96)

10(}% deductible in '93.

Community Health Centers

No new funding provided.

Increases authorization by $100 m in '93, $500 m by '97

Rural Health Care No specific provisions, but tax credit and self-employed Establishes program to improve emergency care and air
deduction would help. transport in rural areas. Also extends favorable rules for
Medicare-dependent small rural hospitals.
SMALL EMPLOYER MARKET Applies to employers with up to 50 workers. Applies to employers with up to 35 workers.
REFORM
Implementation State implementation with Federal backup; HHS Similar, but gives responsibility for developing regulations

establishes regulations with advice from NAIC.

to NAIC, subject to limited review by HHS.

Required Benefit Plans

None required.

Must offer basic and standard plans; may offer other plans.

Guaranteed Issue and
Renewability

Applies to all small group coverage. Insurer may not

refuse to provide or renew coverage based on health risk.

Only applies to basic and standard MedAccess plans

Premium Variation Between
Demographic Categories

Insurers may vary premiums without limit by age, sex,
geography.

Same.

Premium Variation Based on
Health Risk

Insurers may vary premiums within demographic
categories by only 50% to reflect differences in risk.

Same except that premiums can vary up to 67%.

Limit on Relative Premium
Increases for Groups with
Deteriorating Health Status

Insurer cannot increase premium for group with
worsening health risk by more than 5% a year relative to
the premiums for low-risk groups.

Similar, but group with deteriorating risk can face a
relative premium increase of up to 15%.

Reinsurance and Assigned Risk

Requires that state implement either systemn.

Similar.

Health Risk Pooling 5-year phase-in of health risk pooling as full program Authorizes HHS to study health risk pooling and to
starting in 1997 replacing premium limits. develop recommendations for use.
PURCHASING GROUPS
Organization Health insurance network (HIN) must be governed by a Similar.

board elected by small business members.

Minimum Size

HIN must have significant market share as defined in
regulations to permit effective exercise of market power.

At least 100 small businesses must participate.

Incentives for Formation

Preempts all state regulation except that related to small
employer market reform and assessments for insurance
solvency funds. (Protects against state premium taxes.)

Preempts state mandated benefit laws. (But, , these laws
are also preempted for "basic” and "standard” coverage
sold to small businesses, see below.)

June 22, 1992
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ADMINISTRATION PROPOSAL

HOUSE REPUBLICAN (H.R. 5325)

MEDICAID REFORM

General Approach

States have two options linked with tax credit. Option 1:
Medicaid is retained with tax credit for families not eligible
for Medicaid. Option 2: States may combine Medicaid
with tax credit to establish a unified access program.

Incremental reform to increase state flexibility without new
funding to expand coverage.

Coordinated Care

Option 1: States must shift all enrollees into coordinated
care over 5 years. Option 2: Broad flexibility.

Eliminates need for states to obtain waiver to establish a
mandatory coordinated care program.

Financing

Shifts Federal funding for acute care for non-elderly to a
fixed per capita payment indexed for inflation.

Maintains current Federal /state cost matching formula.

Nursing Home Regulation

No provision.

Provides waiver from certain nursing home requirements.

MEDICAL SAVINGS ACCOUNTS

No provision.

General Employer contributions to a MSA are excluded from
taxable income if contribution (i) does not exceed the
applicable limit and (ii) is used to pay for insurance or out-
of-pocket health or long-term care costs.

Contribution Limit No provision. Employers that provided health benefits for 3 years prior

to setting up an MSA may contribute up to the lower of the
employer's base-year health insurance contribution index-
ed by CPI or the 70th percentile of employer contributions
nationwide. Other rules apply for other employers.

Employer and Employee Option

No provision.

MSAs may be set up at employer option; employees may
choose between MSA and traditional insurance if offered.
Alternative plans must have an equivalent actuarial value.

COST CONTAINMENT

Preemption of State Mandates

Preempts all state laws requiring coverage of specific
services or specific providers by any insurance policy.

Preemption only applies to plans provided to small
employers.

Preemption of State Anti-
Managed Care Laws

Extensive preemption of state laws.

Similar, but less extensive.

Prohibition on Physician Self-
Referrals.

Endorsed in general terms in February white paper.

Extends current Medicare ban on clinical lab self-referrals
to all payers and to radiology, radiation therapy, DME,
physical therapy. Adds exceptions for doctors sharing a
facility in the same building and cases where physician
investment is needed to make high-tech facility available.

Medicare Savings

February 6 white paper discussed a number of potential
options in general terms.

Shifts hospital update from fiscal year to calendar year.

Reduces nationwide cap on clinical lab fee schedule to 80%
of the median and eliminates annual inflation indexing.

June 22, 1992
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ADMINISTRATION PROPOSAL

HOUSE REPUBLICAN (H.R. 5325)

MEDICAL MALPRACTICE

Implementation of General
Reforms (Excluding ADR)

Fedcral incentives for state to enact reforms (e.g., loss of
certain Federal funds for states that fail to act ).

Federal preemption of state laws, but keeps litigation in
state courts by denying Federal question jurisdiction.

Cap on Non-Economic damages

$250,000 cap with inflation index. HHS waiver if cap
conflicts with state constitution or for other "good cause™.

$250,000 cap without indexing.

Installment Payment of Damages

Permitted at option of defendant.

Required for damages over $100,000

Offsets for Economic Damages
Paid by Collateral Source

Award must be reduced by amounts payable from health
insurance, workers compensation, etc.

Similar.

Cap on Attomney's Fees

None provided.

May not exceed 25% of first $150,000 of award or 15% of
additional award.

Joint and Several Liability

Eliminated only for non-economic damage.

Eliminated for economic and non-economic damages.

Standard for Negligence

No change in state law specified.

Conduct must have been unreasonable at the time.

Use of Guidelines for Defense

No provision.

Compliance with HHS -approved guideline may be used
as a defense.

Failure to follow guideline may not be used as evidence of
negligence.

Guideline Development

No new funding.

Authorizes $10 m in new funding for '93. $20 m for '94 and
'95. Also provides for study of impact of guidelines on
malpractice litigation.

Alternative Dispute Resolution

Mandatory, non-binding, arbitration: any case may go to
trial after arbitration.

Mandatory binding ADR: trial only permitted after ADR
for certain specified errors and appellant must prove that
ADR verdict was incorrect.

Scope

Limited to claims arising from Medicare, Medicaid,
CHAMPUS, VA, FEHB or private plans governed by
ERISA or participating in a health insurance network.

Applies to all malpractice litigation.

Incentives to Accept Decision

If plaintiff rejects arbitration decision and fails to win
damages at least 10% higher in court, plaintiff is required
to pay attorney's fees.

Party that loses an appeal of an ADR decision must pay
attorneys fees for opposing party.

ADMINISTRATIVE SAVINGS

Electronic Claims Data Standards

HHS may establish electronic claims data standards and

HHS may establish data standards within 36 months after

and Electronic Billing require electronic submission by 1995 if private sector does | enactment and require electronic billing within 48 months.
not act before then. Enforcement apples only to insurer. Enforcement applies to providers & insurers.
Use of Magnetized Health No provision. HHS required to implement program for use of

Benefit Cards for Medicare and
Medicaid

magnetized ("swipe") cards for Medicare and Medicaid
recipients. $25 million authorized for Medicare.

Coordination of Benefits

HHS may require by 1996 that insurers exchange of
information listing all individuals entitled to benefits.

Similar provision. Also requires HHS to establish a
Medicare & Medicaid secondary payer data bank.

June 22, 1992
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ADMINISTRATION FROPOSAL

HOUSE REPUBLICAN (H.R. 5325)

Electronic Medical Data
Standards for Hospitals and
Other Providers

HHS shall establish standards for hospitals for by 1995.
Hospitals must be in compliance and transmit data
electronically for PRO review by 1996. (2 year extensions
possible). May establish requirements for other providers

Similar, but effective in 1996. (Four year extensions
possible.)

Insurers are prohibited from requiring providers to submit
medical data other than that specified by HHS.

Identification Numbers

Effective 1994, all insurers must use Social Security number
for beneficiaries and Medicare number for providers.

Similar.

CONSUMER INFORMATION States to provide price information for common health care | Similar, but comparative quality and outcomes
services within 1 year and comparative quality and information to be provided within 6 years after enactment.
outcomes data for health plans and hospitals within 4
years. HHS backup with fees to cover cost.
MISCELLANEOUS REFORMS
Antitrust Exemptions for Antitrust exemptions for joint production ventures have Provides for case-by-case waiver by HHS in cases where
Hospitals been addressed in other Administration proposals. hospitals share a high-cost high-technology facility.
Antitrust Exemption for DOJ to provide "clarification” to state medical societies. Provides exemption from Federal and state antitrust laws

Disciplinary Activities by
Medical Societies

for medical societies that establish and enforce professional
standards.

June 22, 1992
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The Honorable Dan Rostenkowski, Chairman
Comnittea on Ways and Means

1102 Longworth House Office Bullding
Washingten, D.C. 20318

Dear Mr. Chairmant

Wa wrote to you on June & regarding H.R., 5325, which we
introduced with 83 of our colleagues in the House, requesting
immediate hearings and expresslng the belief that it could and
should form a starting peint for bipartisan Committee
deliberations con health care issuas. To date, we have not
received a reply.

wWhat we have witnesssd instead =- through press reports and
unofficial information which has come eut of your caucus’s
private meetings -- is an effort by Ways and Meanas Committes
Democrats to undertake a partisan markup of leglslation to create
still another election year confrontatioen with the Presidsnt,
What happened to your interest this spring in proceeding with
health reform on a jeint, bipartisan basis? We have made
repeated offers to work with you in that regard at both staff and
Member levels. All have been rejected or have met with silence.
According to press reports, Republicans will have an opportunity
to offer amendments during the Committee’s markup -~ no different
from any other markup and hardly any great concession to the
spirit of bipartisanehip. .

H.R. 5325 has a great deal of support in the House and is
wvorthy of serious consideration by the Committee and the House as
a wvhele. The American Tublic'a views on health care have baen
nade clear in public opinion survey after survey. Americans want
change and expect their leaders in Washington to take the lead.
Hovever, they alee want reasonable reform which will maintain the
best of our systam while reducing the lnefficiencies and
inequitiee in that syetem. We fesl strongly that H.R. 53325 is a
poverful downpayment on this zandate for change.
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Many of H.R, 5325'se provieiens are supported by Republicans
and Democrats alike, making it an ldeal starting peint for
Committes deliberatien. But rather than use it ae an opportunity
to attempt to forge a bipartisan consansus on health care reforms
wa can accenplish thie year, the Committee process now appears to
be designed to highlight partisan differences, rather than
achieve bipartisan solutions.

We urge you to reconsider this apparent declision to move
forward without any bipartisan diecuseion or input. We want to
work with you, not against you. We are interested in
leginslation, not confreontation. That is why we are again
appealing to you to establish a bipartisan framework for the
development of health care legisliation in the Ways and Means
Committes.

__ Sincerely,
f
%AHZ{LC
Rbber H. i¢ne Bill Archer, M.C.
Republican Leader Ranking Republican Menmber

Comnittee on Ways and Means

~Bw b

Bill Gradison, M.C.
Ranking Republican Member
Subcommittee on Health



PROPOSBD ANMENDXENTS TO FOARIBLE XEALTR CARR REIPORX BILL

June 17, 1592

I. oubatituts plans . K

(1}
(2)
(3)

Singla-payer health reform (Ruseo, Moody)
Medicare-for-all (Gidbbons, Stark, Donnslly)
COF proposal {Andrews)

II. Revisions te June I health cars reforn pacxage
angndmapts £o cost containment segticn

A

(1)
(2)

(3)

(&)

(®)

Seviase GME payments to faver primary care (Dergan)

Clarily that rites wvould bs mixinum providers
sould charge (levin)

Change references frop "HMOs® ¢o "managed care
plans” (Lavin)

Tederal rates as Asfault 1f States 4o net mast
spending sargetss (Cardin)

Delete prescripticn drug formularzy (Cardin)

Ansndnents %o haalsh systanm zefovng provisions
Fealth {nsuransce reforz

(6)
(7}

(8)

(9)
(10)

Delets flat brokar commission provision (Downaey)

Provida that insuzrance raforms do not apply to
individual markat (Dorgan)

Pre~appt State laws that prohiblt universities
from offering graduating studsnte health insurance
(Kennelly)

Delete Pilot Life provisien (Rannelly)

Deleste HMO dual cheice (Rsnnelly)
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(11) Substituts for health insurance standazds
{Kennelly) - '

{13) Submtitute denmcnstration for health insurance
purchasing cooparstives (Xennelly)

(13) Pronibit consideration of presgnancy as a pra-
existing conditien (Lavin)

Adpinistzative sinmpligisation

(14) Dolete héalth elaizs ¢clearinghouse (Xennelly)
(15) Clarify uniform elsctronic claims format
(Kennally)

Praud and sbuse

(16) Tightar fraud and abuse contyols regarding
Medicald prcvidazl (Rangsl)

(173 Oncoloqy-rnla:ed DME owvnarship/referrsl exception
(Jenkins, Andrewa)

{18) Restrictions on physiclan cwnership/refezral
(Dezgean)
Other heslth systel reroras ingsludizg salprastice

(19) Eengas of Congrass on alternative diapute
Tesolutions (Dorgan)

(30) Natienal outcomes data bass (Xannally)

(a1) Reporting and distribution of patiant outrcenaes
information (Levin)

(22) Medloal malpractica (Cardin)

c. gE:giﬁ2gg:_;n_hnnl;h_hsnn:i:a.snﬁ.in&:ia:ixla
{23) Health insurance btuy=in fer children (Matsui)

(z4) Clarify health insurance dedustion for salf-~
exployed {(Dorgan)

(25) NMeadicara prevention benefits (Coyne)



(36} Medicaras budget neutral bBuy-in (Cardin)

(27) Medicald coverage of reaidential subatancs abuss

treatment for pregnant wecan (Rangal)

f3) ¥edicald state poverty sdiustment (Keanslly)

O. gthex snmendmenta
(29) Pressnt Comnittee viaws as prearmbls or report

language (Cardin)

I1X. Tax anendmantam

(1)
(2}

(3)
(4)

(s}

Medical care savings accounts {Jacobs)

Rapaal health insurance credit and incraase BITC
famlily gize sdjustar (Kennslly)

Accelersted dsath benefits (Keanelly)

c&::itI long-tern care insuranvs tax policy
{(Xsnnslly) -

clarify tax-exemption standards for non-prefit
hespitals (Donnelly)

IV. MNedisare and sther anmaendments

A.  Yedigare Zazs A azandnents

(1)
(3)
(3)
(4)
(3)
()

Puerto Rico DRGs (Rangel)

Recoupment from NJ heepitals (Guarini)

ZACH anendments (Dorgan)

Heepital vage index hold harmless (Dennelly)
Reduce diepreporticonats sherg threshold (Ceyns)

Epllepsy CAG eamendment (Cardin)

FUb



Madicaxs Part B amerndmenta

(7

(8}
(9)

{10}

(1)
(13}
(13)

(14)
{13)

(1€}

(27)
(18)
(19}
(30)
(21)
{22)

(23)
(24)
(25)

(36)
(27)

Anatomic patholegy, pap smeazs, and blocd smeazs
(Downey, Matsul, Xennelly)

Payments to nev physiclans (Pickle, Levin)

A3 RVS ﬁolicy tof cancez physiclanes {n FPI=exanmpt
eancer hespltale (Plokla)

Pay additicnal mental hesalth practitiuncrl
(Rangel)

Puertc Rico RB RVE (Rangel)
Walve Pazt B lats enrollment penalty (Downey)

I0L payzment limits and high technelegy lens
adjustrent (Matsul)

Feo aohedule for sccial workers (Dergan)

psycnologilta'dofinod as phyesicians under Medicars
{Coyne)

Use more redent data on physisian gecgraphic
adjusement (Andrava)

IXG payments (Andreve, lLevin, Meedy, Cardin)
Respite cars amendnment (levin)

Medicare cancar covarage (Lavin)

EOMR extra-billing (Levin)
EPQ/irunosuppresive drugs (Lavin)

GAO study of credentials of tsashiny physiclane
(Levin)

MMSD walver (Moedy, Stark, Cardin)
Coverage for chiropractors (Moedy)

Coveraga TOTr Speech patnhclegy and audielegy
{(Hoody)

subrission of claims within 30 cays (Cardin)
DMR/CMN (Cardin)

28, 1T &2 Déd:1a BM L



0p-13-47 10:37 K , PUK

JUN=17=92 WED 17:11 P. 26

(38) Expand ZPO coverage (Cardin)

.{29) Coverage of pareuedic services (Keanslly)

C. Madicare Paxia A and B azmendnanid

(30) Prohibit regs that redistribute funds by more than
speoified {Rangsl, Devnay, levin)

(31) &tate-funded fanplly residance ﬁrcqrnn- (Corgan)
{32) Kedicare QMB progran (Mesdy)

D. gQikar
{33) Cenditional waiver of forsign resldent

regquirements for professionals serving in
nedically undarservad areas (Renn.lly? .

J1insuranc\das\é» {6amds




SUMMARY OF POSSIBLE HEALTH CARE RETFORM BILL

Juna 1, 1882

SOET CONTAINMENT

National global budget

A. A national global budget would be set by statute for
total national spending for health services

B. Annual budget would initially be set for 1994 at the
current trend minus 1%t and phase down to tha incraease
in the nominal gross domestlc product (GDP) by 1988

(1)

Health cara costs vould gtabilize at slightly mors
than 15% of the GDP in 1998

Medicare-type provider payment rates

A, Setting rates

(1)

(2}

(3)

ProPAC and PhysPRC would study and racommend

provider payment policles to the Congressional
Committens

(a) Recommendations would include the allocation
of national expenditures among hospitals,
physicians, and other sectors of the health
care systenm

Growth in expenditures for sach sector of the
systen would be set by statute consistent with the
national global budget

Specific provider payment rates would be set by
HHS

(a) Speoific rates would bo set at levels
astimatad not to exceed rates of incCrease set
tor each sector of the health care systen

(b) Specitic provider payment rates would
generally be set using Medicare methods
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(c) Ratee would be the maximum which providere
could charge for services payablae by insurers
or individuale .

(1) Rates wvould axclude allewable Medicarae-

type extra-billing by physicians and
other ambulatory providers

(d) Rates would not apply in States with gtate
payment programs or in qualified HMOs

B. Acute care hospital services

(1)

(2}

(3)

(4)

(%)

(¢)

Adjusted Medicare~type DRG rates for hospitale
(a) New DRGS nacassary for under-65 patients

(b) A standard hospital benefit package would be
defined to facilitate DRG reimbursement

(i) Package would be based on Medicare
benetits

(1i) Specific adjustments to the DRG payments

would be defined to accommodate more or
less extensive hospital benefits

Rates would be adjueted by gecgraphlc area for
wages and for non-labor input prices

Rates would be smset separately for heospitals in
large urban areas and for all other hospitals

Rates would be adjusted bg individual hospital for
the level of uncompansated care and for Nedicaid
payment levels

Initial rates for private payers would be set
based upon current averags payments nmade by
private payers

Paynents would be adjusted for the costs of
graduate medical education, and wvould be designed
to eancouraga training of primary care physicians
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(7) Hospitals would report information needed to
monitor expenditures

(a) All hospltals would report information under
a uniform reporting system

Physiclan services
(1) Adjusted Medicare-type RE RVS ratas for physicians

(a) Nev procedure codes and RB RVS units
necessary for under=£5 patients

(2) Rates veuld be adjueted geographically in the sare
manner as under Medicare

(3) Rates for private payers would be initially based
on average payments made currently by private
payere

(a) Rates would be adjusted to take into account
amount of alleved extra-billing

(4) Physlcians and other ambulatory providers would
report information needed te monitor expenditures

Other ambulatory services
(1) Adjusted Medicare-type rates for other services

{a) Laborateries fees eet at Medicare rates, and
all services wvould be directly billed to
insurere

(b} Rates for durable medical equipment would be
set based on Medicare policies and rates

(c) Outepatient hospital fses would set by limits
on year-to-year rate of inorease, pending
davelopment of prospective systen

(d) Rates for all other services would be set
basaed cn limite on year-toe«y¢ar rata of
increase

Prescription arugs

(1) Maximum rates of payment for each prescription
drug would be set based on average wholesale price
by HHS

(2) A natlonal formulary would be sstablished
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Medicare-type limits would apply to extra-billing of

patiente by physicians and other ambulatory previders

Btate payment program opt-out

A

States could establish payment programs for hospital
and/or physician services or for all services

(1} Federal Medicare-type payment rates would not
apply to providers in States with approved
programs

State programs would meet standards for organization
and opsration similar to walver standards tor Medicare
hospital payments under current law

The total costs of services covered by State programs
oould not exceed the projected total costs for such
services under Federal ratas for private and public
payers

(1) Cost daterminationa for Stata programs would be
over rolling 3g=-month period

(2) States could carry forwvard annual savings and
could spend savings in support of health prograns

States that establish a a single-payer health insurance
systen that provides universal coverage could neet
standards for provider payment program

States which currently coperats an all-payer hospital
payment systam with a Medicare waiver could continue to

operate under current rules

Qualifisd EMD opt-out

A.

Qualified HMO plans would not be required to pay for
services at the Medicare-type rates set by HHS

{1) The overall global budgat and other payment
policies would take expenditures by qualified HMOs
into account but rates would not apply to these
plane

(2) Qualified HMOs would be plana maeeting current
Medicare standards or current PHSA Title XIIl
standards
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Qualiried HNMOB could negotiate payments to providers
but providers could not charge higher rates to other
- payers to make up any shortfall

Incentives for expansion of qualified HMCs

(1)

(2

(3)

(4)

(3)

Improve access to marketplace by qualified HMOs

(a) Extend mandatery "dual choice" and expand
dual choice to “"multiple choice”

(b) Regquire that marketing materials for
qualified HMOs be provided to every employee
of every company in the service area

Expand small employer access to oompeting health
insurance plans

(a) Authorize states tc estaklish regicnal health
insurance purchasing cooparatives

Presnpt State lawe that mandate that any "willing
provider" be allowed to participate in qualified
HMOB

Adjust Medicare paymentg to risk contract HMOs for
the lack of enrollment in MMOs of beneficiaries
with Medicare as sscondary payer

GAO and CBO would study and recemmend additional
measures te sncourage the development and
axpansion of gualified HMOs
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HEALIH SYSTEM REFORMEG

5. Health insurance referm

A.

Health insurance for all employer groups, including
¢elf-ingured greups, weuld be gubject to certain
ragquiremants

(1) Health insurance coveraga could not discriminate
against any eligible group or individual member of
an eligibls group based on health status or
nedical condition

(a) Taft-Hartley Trusts could restrict membership
tc those eligible under the terms of the
Trust, but could not discriminate against any
member otherwise eligible

(2) Health insurance preniums paid by nmembers of
groups ocould not be adjusted for an individual’s
medical status

(3) Any worker changing jebs with less than three-
month break in amployment-based insurancea coverage
including coverage under COBRA could not have new
exolusion peried applied

(a) Pre-existing condition exclusiens would
otherwvise be limited to six months

(4) Right to sue for legal fees and danages

(a) Beneficiary’s rights to recover legal fees
and damages when benefits are denied would ba
protected for all group health insurance

Health insurers, other than self-insured employer
groups, would

(1) Provide year-reund open enrollment for groups and
individuals within a geographic area

(a) Insurers offering coverags through an
association eor nmultiple amployer arrangement
could restrict membership in that line or
block of business to the members of the
association or arrangement

(i) Assecclation or arrangement must be
formad for a purpose other than the
purchase of health lnsurance
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(b) Geographic areas would bs MSAs and rural
areas within a state

(2) 8et premiume based upon community rates

{(a) Community rates weuld be phased-in in equal
increments over three years

(3} Guarantee renewabllity of coverage
c. Self-insurance

(1} Self-insurance would not be permitted for
employers with up to 100 full-time employees

(2) Multiple Empleoyer Welfare Arrangements (MEWAS)
would be prohibited from selfeinsuring

D. Health insurance standards would be set by regulaticens
iesued by HHS

Administrative simplification

A. Uniform sleotronic billing feor all providers and all
payers

(1) A single, uniform coding syetem for all diagncees
and proceduras would be developed and implemented

(2) Publie demain software weuld be developed which
could be used by hospitals, physiclans and other
providers to input data into the billing system

B. on-line system for verirication ©of ellgibility and
benefits

(1) Veritication of eligibility system through use of
universal health insurance card and identification
numbeyr

C. Uniform standarde feor utilization review and for
medical audits of bills would ba sstablishad

D. A national eleotrenic health claims neatwork would be
creatad

(1) Providers would submit all kills tc a health
clains clearinghouss
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7. Fraud and abusea

A. - National health care fraud contrel program

(1) A new all-payer national health care fraud control
program would be established

(a)

(b)

£=)

All-payer fraud and abuse policies woulad
follow Medlcare policies

(1) Prohibited activities would include
submitting fraudulent clainms for
payment, klckbaocks including payments to
employees, and patient dumping

for Medicare, providers could not provide
anything to Medicare patients at less than
tull-parket value to¢ influence the
beneficlary to raceive health eervices

Tederal penalties for individuals convioted
of health care fraud and abuse

(1) Penalties would include fines, triple
danages, suspension from Medicare,
Medicaid and other public programe, and
loss of certification te bill private
insurers through regional clearinghouses

{ii) Penalties feor cases of health care fraud
invelving more than $25,000 would be up
te 10 years in jail, fines, or
alternative sentencing including
community service in health manpower
shortage arsas or public health clinics

(1ii) Intermediate sanctions on Medicare
qualified HMOs would be authoriced feor
violationa of Medlicare contracting
reguirements

(2) All qgualified health insurance plans would provide
information and data to fraud CONtrol progran

(a)

Federal penalties would be established for
submitting falsa information to the naticnal
electronic health claims netvork for the
purpcee of fraud



(3}

{4)

(5}

Natioenal system of unique provider and patient
numbers

(a) Provider numbers would be based on universal
provider identification numbers (UPINK) now
being implemented

(b) Benseficiary numbers would be based upon
soeial Eecurity numbers

The Federal fraud and abuse staff under the
Inspector General of HHS would be increased to
administar the naticnal fraud control program

(a) Fines would be used to meet the operating
coats of the national health care fraud
control program

Guidelines would be established to pretect
confidentiality of health care data

Pnysician ownership/referral

(1)

(2)

Ban on physiciane referring patients to antitias
with which the physician has a financial
rolntionshig would be applied to servioces
reimbursed by all payears

Ban would be extended to specifico list of abusive
self-referral arrangements

Multiple Employer Welfare Arrangenments

(1)

Multiple Employer Welfare Arrangements would be
prohibited from self-insuring
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8. Nedicaid payment floor

A, A floor would he set for Medicaid payments for hospital
inpatient and outpatient services

(1) Floor would be based on payments which would
othervise be paid ueing Medicare-level DRC
payments

(2) The floor could be set to BO% of the Mediocare
levels in 1996, 85% in 1957, and 50t thersafter

{3) Floor would inorease payments tc rural and inner-
city hospitals serving Madicaid patients

B. A floor could ke eat for Medicald payments for
physician sarvices

(1} Floor would be based on payments which would
otharwise be paid using Medicare~level RB RVS
payments

C. The additional costs of the néaxcaia paymant floor
would be fully supported by Federal funds
9. Medicaid improvements
A, Expanded health insurance coverage to low-lncoms

Anericans under the Medicaid program. Coverage could

ineclude

(1) All pregnant women and children with incomes below
200% povarty

(2) All Americans with income below 200% povaerty

(a) Would provide health insurence to two thirds
of the uninsured population

B. The additional costs of expanding Medicaid coverage
would be fully supported by Federal fundse
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Expansion of Mediocare prevention benefite

A. -Medicare presvention benefits would e expanded

B. New benefits coveraed would include

(1)
(2)
(3}
(4}

Annual mammograms for women over the age of 65
Colorectal cancer screening
Influenza vaccinations

Tetanus vaccinations

c. Demonstration projects of additienal prevention
benefits would be authorizad

D. An OTA study would consider what process should be
established to axpedite consideration ¢f additional
expansions of Medicare prevention benefits

Medicare prescription drugs

A. Banafits

(1)

(2}

(3)

(4)

Parsons enrclled in Nedicare Part B would be
covered for nav prescription darug benaefit

(a) Benefit would be effective in 1996

The prescription drug deductikle would be $£800 in
1996

{a) The deductible would ke increased to §850 in
1997, $900 in 1998 and would be indexed in
subseguent years to the rate of growth in the
prescription drug eecter within the global
budgets

Beneficiaries would centribute a 20 percent
colnsurance as ies now required of othar Part B

benefits

Beneficiary premiums would fund 25 percent ©f the
cost of the drug benefit
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Coverage for low income Medicare beneficiaries

- {1)

(3)

(3)

(4)

Prescription drugs would be provided to low incone
benaficiaries eligikble for the Qualified Medicare
Beneficiary (QMB) program

(a) Qualified Medicare beneficiaries are those
with income up to 100% paverty

All individuals eligible for QMB banefits would be
entitled to prescripticn drug beneafits under the
State Medicaid program i

Prescrlption druqs for QMBS would be fully funded
with Federal dollars

The QMB drug benefit would be affective in 1994

Payments for preecription drugs under Part B

(1)

(2)

(3)

(4)

Payments would be at 80% of the lesaser of the
actual charge for the drug and a payment limit

The payment limit for single scurce drugs and for
nultiple source drugs with restrictive
prescriptions, would be the lesser of

(a) The 50th percentile of actual charges for thsa
drug within a geographical area, and

(b) The sum of an administrative allowanca plus
the average vholesale price

In the case of 3 multiple source drug without a
restrictive prescription, the payment limit would
be the adninistrative allowance plus the median of
the average vwholesale prices for the drug

A program to assure appropriate prescribing and
dispensing practices would be established

A participating pharmacy program would be established

(1)

Participating pharmacies would agree tc accept
assignment on all Medicare clains for covered

outpatient drugs
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Point-of-sale electronic system

-{1) A point-of-sale electronic system would be

egtablished for use by the naticnal claims
clearinghouse and participating pharmacies to use
to submit claims for covered ocutpatient drugs

Prescription Drug Payment Review Commission

(1) An 11 member Prescription Drug Payment Revievw
Commission would be established

{2) The Commigsion would submit an annual report to
congress regarding increases in drug prices. use
of covered drugs, the natienal drug formulary, and
adninistrative costs relating to covered drugs

Health insurance deductiorn for the self-snployed

A.

Self-employed individuals would be permitted to deduot
25 percent of health insurance expensas for health
insurance through December 31, 1993

(1) The current deduction ia acheduled to expire on
June 30, 1992

Salf-employed individuals would be permitted To deduct

100 percent of health insurance expenses, beginning in
1994

1 Y raurare \dos \pikP s
5 pm
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Prefiminary Estimates of Cost Contalnment Savings under Global Budget

June 11, 1992

99 | 1954 | 1995 | 1996 | 197 | 1998 | 1999 | 2000 | 20m | 2002 |

Curvent law growth in health 10.1% 2 8% 9.8% 9. 7% 9.6% 9.4% 93% 9.0% 9.0%% 9.0%
cxpenditures

Growth under global budget - 9.1 82 7.8 7.1 58 5.7 56 55 54

Savings (o Federal government - $1 $7 $13 $22 $33 $51 $71 ]| $1t4

Savings to private seclor - $6 $15 ©sl $54 94 $133 $175 23 $291

Global budget effective January 1, 1994

Savings in billions of dollars



June 16, 1992

MEMORANDUM FOR ROGER B. PORTER

FROM: STEPHANIE FOSSAN
THROQUGH : HANNS KUTTNER
SUBJECT: Action Now Health Care Reform Act

As a follow-up on a recent weekly report, I am sending you
a description of Medical Savings Accounts that was prepared for
the Vice President by Gail Wilensky and her staff. The House
Republicans propose to allow employers to instigate Medical
Savings Accounts under the name of "Medisave" accounts in their
"Actlion Now Health Care Reform Act.” I have also prepared a
memo detailling their package as a whole. Like the
Administration, the House Republicans do not believe in an
"all-or-nothing"” approach and want to accomplish reasonable
reforms this year. The "Action Now Health Reform Act of 1992"
includes the following provisions:

To increase affordability and avallability to health insurance
for employees, the Act:

. Mandates insurers make available health coverage to small
employers for at least two alternate "MedAccess" plans.
(The alternates include a basic package with essential
care and preventive benefits and a standard plan more
comparable to coverage now available. Unlike the
Administration's approach, the House Republicans require
the develcopment of federal standards for their benefits
packages. )

. Precludes the exclusion of coverage for small groups based
on previous claims experience.
. Phases-in limits on preexisting condition restrictions,

assurances of continuity and renewability of coverage, and
limits on premium increases for the small group market.

. Eliminates pregnancy as a preexisting condition and
provides coverage for babies at birth.
. Eliminates state bhenefit mandates.

To provide fairness in health deductigns:

. Increases the tax deduction for the cost of health
premiums for the self-employed from 25 to 100 percent.



To improve rural and community health:

Establishes an Office of Emergency Medical Services (EMS)
to provide technical assistance to state EMS programs,
Provides incentives for improving state EMS programs
through a matching grant program.

Provides grants to states for demonstrations of
telecommunications links between rural and urban health
care facilities.

Provides federal grants to states for the development of
rural air transport systems for medical emergencies.
Increases current authorization for Community and Migrant
Health Centers (C/MHCs).

Reduces cost of medical liability expenses for C/MHCs by
covering their services under the Federal Tort Claims Act.
Authorizes demonstration projects for communities to
improve the delivery of health care services.

To contain costs in the health care system:

Requires all medical liabillity disputes be considered by a
dispute resolution system before entering the courts.
Places a cap on non-economic damages.

Requires that punitive damages be paid to states to assist
efforts to reduce medical malpractice.

Limits attorneys' fees.

Eliminates joint and several liability.

Increases authorization for the development of medical
practice guidelines.

Removes restrictions on managed care in state laws.
Prohibits certain referrals to facilities in which that
doctor holds an investment interest.

To reduce administrative costs:

Mandates the use of standard claims forms, to be developed
by HHS, for electronic transmission of health information.
Requires HHS to introduce magnetized Medicare cards,
similar to ATM cards.

Requires states to make available information on the
comparative value of medical services.

To implement "Medisave" medical savings accounts (MSAs):

Allows employers to offer Medisave accounts.
See attached sheet on MSAs.

To reform Medicaid management in the states:

Allows states to provide coverage to Medicaid recipients
through managed-care systems.

Extends period for which states must re-apply for certain
Medicaid waivers.

Allows states to determine nursing home quality standards.

Attachment



MEDICAL SAVINGS ACCOUNT

What 1s a Medical Savings Account (MSA)?

A MSA is similar to an Individual Retirement Account. MSAs allow
individuals and families to purchase lower-priced insurance, such
as high deductible plans or tightly organized managed care plans,
and to use the remaining funds that would have gone to pay for
more expensive insurance plans in a MSA. The money in the MSA
can be used for medical expenses during the year or can be rolled
forward and used for medical expenses, including long-term care
expenses, in future years. Ultimately, funds in the MSA can be
used for retirement or for nonmedical purposes but would be
taxable in these cases, as would the interest that had
accumulated.

How do MSAs work?

Typically, employers provide health benefits to their employees
by paying a substantial portion of the health insurance premium.
In lieu of conventional health insurance, firms may elect to
offer a less expensive health insurance plan, such as one that
provides for a higher deductible. The resulting savings would be
placed in the MSA.

For example, an employer may have been providing an insurance
policy costing $4,800 annually, paying $4,000 of the premium
(using pre-tax dollars), with the family paying the remaining
$800 (also with pre~tax dollars). The employer might now offer a
plan that has a much higher deductible, say $3,000 annually, and
which might cost $1,800. The employer could then put the $2, 200
that would have been spent ($4,000 - $1,800) into an MSA for the
family that the family uses to pay for any medical expenses under
the deductible or any expenses not covered by the policy. Any
funds not used could be removed for the MSA and used for
nonmedical purposes (subject to income tax) or could be rolled
forward to be used in a future year. If rolled forward, only the
interest accumulated on the money in the MSA would be taxable in
the year of accumulation.

Advantages of MSAs

(o] MSAs will make individuals more cost conscious about their
medical expenses, since they directly control the money in
the MSA, The money in the MSA can be used for both medical
and nonmedical purposes.

o By keeping some expenditures out of the insurance system,
MSAs will reduce administrative costs as well as medical
expenditures.



2

MSAs make pre-tax funds availlable for long-term care
insurance and expenses.

MSAs can be structured to be budget neutral.
MSAs are consistent with efforts to encourage savings.

MSAs can be tried as an optional benefit that employers
could offer.
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MITCHELL CHALLENGES PRRSIDENT TO SUBMIT BRALTH CAPYX LEGISLATION BY

MAY 6; SENATE DEMOCRATS TO PUSH FORWARD REALTH CARE REFORM

Senate Majority Leader George iJ. Mitchell today called on
President Rush to submit haalth care reform legislation to the
Congress by May 6th, in time for the Senate Finance Committee to
- "_—-—_—__-
consider during its hearings. President Bush announced a health
care proposal on February 6 but has yet to submit legislation.
FEbRhesy ~ o

Mitchell made his commenrs ruring Senate flocxr debate on the

Domenici substitute reselution to reduce entitlement programs.

Senator Lloyd Bentgen, Chairman of the Senate Comnittse oh
Finance, today announzed thar the Committee will held hearings on

comprehensive reform of healilh care costs on May 6 and 7, 18g2.

Mitchell, in his statement today, was critical of the
President’s "absence af leadership on health c;re... After 3 years
of study, the President finally made a speech more than 2 months
ago on health care. And to this very moment, 12:39 pm, here in
the middle of April, the President has not submitted z bill, and
rhe administrarior; will not tell us if or when they will subnit a

hill.
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‘....No health care legislation, comprehensive in nature, ca:
become law without the President’s participaticn and active
involvement. That has not occurred...We have propcsed an

alternative, and I invite the President to do the same..

“Senator Bentsen’s committee is going to hold hearings on

Why doesn’t the administration submit a bill by May 62"

During the two months since the President annourniced his

proposal the adminlstration’s own preojections show the naticn

i spent an additional $132 billion on health care as medical costs

continue to spiral out of control.

vi

&

X

tgz”) Mitchell also announcad today that he and hig cclleagues have

agreed to a plan to develop consensus and to press forward

70 qg?\ expeditiously on health care reform legislarion. This includes:

The series of Senate Finance Committee hearings,
due to begin May €. The Senate Laber and Human
Resources will also continue to hold hearings this
spring on health care reform.

S MAT Oeple O ks

Creation of several Senate policy groups to address
major health care issues sSuch as cost Qontalnment,

- finanecing and gmall business cancerns.

Holding a series of briefings with Senators on th;:>
varjous comprenhensive health care proposals.

Creation c¢f a3 steering committee to work ¢losely with
the various organizations and advocates concerned with
the passage of comprehensive health care reform.

In an effort to meve this .vital legislatisn forward, Mirchall

also invired Senate Republicans and members of the Administration

to discuss efforts on health care reform.
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Senator Mitchell’s statetment follows:

I believe that this debate has served a very useful purpoece.
It has made clear, clearer than it has ever been, that the real
problem confronting our society is the runaway increase in the
cost of healrh care. This resolution has been criticized as
unfair, and I 3join that criticism, because it would provide cuts
in programs that are not the principal source of the problem, and
avoid dealing with what is the principal source of the problam.

But I think the resolution does bring into focus, and causes
us to debate and consider first the reality that we all know that
the deficlt is too large, and growing st too rapid a rate; and the
very existence of the resolution and the very occurrence of Lhe
debate has made clear to Senators, and to the Arerican pecple,
that the crux of the problem, the root of the problem, is the
rapidly escalating cost of health care.

The question has been Eosed here repeatedly today: Why should
the compensation ¢f a disabled veteran be cut because we are
unwilling or unable to address the runaway costs ¢f health care?
It is a profound question. It ls a very difficult guastion to
answer.

I baelieve the answer is that the disabled veterarn’s
corpensation should not be cut. I believe the answer is that we
should address the problem of health care. 7That is what the root
cause of this is.

You look down this list of increases, you look down these
programs that will be affected by this mandateory cap, and you see
that the increase over and above the level set in the resolution
io attributeble almust entirely to health care cCOSts.

The solution offered in the resolution is to cut other
programs to make up for those costs, and then simply tc provide a
cap on the health care programs as well.

I do not think that is the answer. I think the resclution
has served a useful purpose. But I think the answer is to deal
with the proklem c¢f health care, -

1 hope that out of this debate comes a renewed determination
that we will address comprehensive health care reform in this
Congress in this year.

President Bush took office nearly 3 1/2 years ago. Health
care was a problem then, Health tare was a problem every single
day that he has served as President and that we have sat in the

Senate since he took office.
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After 3 years of study, the President finally made a speech
more than 2 months ago on health care, And to this very mement,
12:3% pm, here in the middle of April, the President has not
submitted a bill, and the administration will not tell us if or
when they will submit a bill.

Y
I say there is an absence of leadership... a critical
problem confroating every family in America, a critical problem
contributing to the _runaway budget deficits which the authors of
this resolution are trying tc control -— the intention to which I
agree, but the manner in which I do not -- is a problem which
affects every one of us in our society... and to this moment 3 1/2
years after taking office the President has yet TO submlt a bill
on health ¢are.

I have introduced legislation to deal with the problenrof
health care, which has as its principal objective controlling the
runaway increase in the cost of health care.

When I introduced this hill, I said I do not present this as
the perfect bill, as the only way, even as the best way to deal
with health care. It is the product of 2 years of study and
¢ffort by a group of Senators who felt that we must bring runawvay
health cost s under control,

We welccmed alternative suggestions, and I commend the
Senator from Rhode Island, because he Joined with a group of
Republican Senators and made an alternative suggestion. But the
Senator from Rhode Island knows deep in his haart and in his mind,
just as I do, that no health care legislation, comprehensgive in
nature, can become law without the President’s participation and
active involvement. That has not occurrad. Three-and-a-half
years after he took office, 2 months and a week after he made a
speech, we 3till do not have a bill-and we do not have any
indication of if or when there will be a bill.

I will sit down with the Senator from Rhode Island, the
Secretary of Health and Human Servicee, and any person the
administration would like me to sit down with. I invite that
participation right here and now, I will have a meeting at any
time to try to get this thing moving.

But there hag been no interest at all. All we have received
are partisgan speeches attacking our bill, That is what we have
received.

All we got from the administration is partisan attacks on our
bill, No effort Lo propose a positive alternative, I think this
debate has crystallized this issue in a way that has not occurred
up until now. I think this debate has made clear tc sveryone Lhat
we nave to do something about runaway health care costs in our
soclety. It is the root of the problem here.
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[Discussion Draft II]

Jan. 28, 1992

102p CONGRESS
IND SESSION H. R.

IN THE HOUSE OF REPRESENTATIVES

Mr. (for himself and [see artached list of co-sponsors]) introduced
the following bill: which was referred to the Committee on

A BILL

To amend the Internal Revenue Code of 1986, ttles XVIII
and XIX of the Social Security Act, and the Public
Health Service Act to improve access to health msurance.
contain health care costs. increase the availability of
health care services to underserved populations, provide
expanded preventive services to medicare beneficiaries.

and encourage access to long-term care. and for other

purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the U'nited States of America in Congress assembled.

January 28, 1892 (6112 p.m.)
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1 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

2 (a) SHORT TITLE.—This Act may be cited as the
3 *‘Action Now Health Reform Aect of 1992"

4 {b) TABLE OF CONTENTS.—The table of contents of
5 this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE [—DIPROVED ACCESS TO AFFORDABLE HEALTH
INSURANCE

Subtitle A—-Hasalth Dednctdon Fairness

Sec. 101. Increase in deduction for health ingurance costs of self-employed indi-
viduals from 25 percent o 100 percent.

Subtitle B—Incressed [nsurance Affordability and Availability for Emplovees
of Small Employers

Sec. 111. Establishment and enforcement of standards for small empiover
health insurance plans.

Sec. 112. Preemption of state benefits mandates for plans that meet consumer
protection standards.

Sec. 113. Requirement for offering of basic, low cost pian (medaccess plan).

Sec. 114. Requirements relating to initial wnting of policies.

Sec. 115. Requirements relating to rensewal,

Sec. 116. Establishment of reinsurance or allocation of risk mechanisms for
kigh risk individuals.

Sec. 117. Registration of ail health benefit plans required.

Sec. 113. Generai definivions.

Subtitle C—Improved Smail Emplover Purchasing Power of Affordable
Health Insurance

Sec. 131. Preemption from insurance mandates for qualified smail empiover
purchasing groups.

Subuitle D—Clarification of Rules Applicable to Multiple Emplover Weifare
Arrangements { MEWAs)

Sec. 141, Clarifieation of treatment of single emplover arrangements.
Sec. 142, Establishment of exemption process for emplovee welfare benetit
plans.

TITLE O—HEALTH CARE COST CONTAINMENT
Subtitle A—Medical Malpractice Reform
Sec. 201. Definitions.
ParT [—UNTFORM 3TANDARDS FOR MALPRACTICE ACTIONS OR CLaIMS
Sec. 211, Applicability.

Sec. 212, Caleulation and payment <t 1amages.

January 28, 1992 {6112 p.m.}
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Sec. 213. Joint and several ability for noneconomie damages.

Sec. 214. Statute of limitations,

Sec. 215. Umform standard for determining negligence.

Sec. 216. Special provision for certain obstetrie services.

Sec. 217. Imposition of costs and fees on plantiffs bringing frivolous actions.
Sec. 218, Preemption.

Sec. 219. Effective date.

PART I-—GRANTS TO STATES FOR ALTERNATIVE DisprTE RESOLUTION
SYSTEMS

See. 221. Grants to states.
Sec. 222, Administration.

Subtitle B—Expansion and Application of Medical Practice Guidelines

Sec. 231. Increase in anthorization of appropriations for development of medi-
cal praetice guidelines.

Sec. 232. Immunity from malpractice liability for physicians following hhs prac-
tice guidelines.

Sec. 233. Study of role of pracnice guidelines in reducing malpractice costs.

Subtitle C—Removing Restrictions on Managed Care
Sec. 241, Removing resmictions on managed care.
Subtitle D—Paperwork Simplification
See. 251. Hospital monitoring systems.
TITLE IN—HEALTH CARE SAFETY NET
Subutle A—Community Health Access

ParT [—PRIMaRY CaRE GRaNT PROGRAM

Sec. 301. Grant program to promote primary health care services for under-
sarved populations.

ParT [I—ASSISTANCE TO FEDERALLY SUPPORTED HEALTH CENTERS

Sec. 311. Liability protections for certain health care professionals,
Sec. 312, Hospital admitting priviieges for certain heaith care providers,
Sec. 313. Effective date.

Subtitle B—Rural Health Care Initatives

Sec. 321. Health professions traimng improvement.

Sec. 322. Grants ro states regarding aircraft for transporting rural vietims ot
medical emergences.

Sec. 323. Rural heaith care telecommunications demonstraton project.

Subtitle C—3tate Fledbility

Sec. 351. Protection agamnst disallowances for good faith compliance with re
quirements.
See. 352. Authorizing warver . nursing home reform requirements.

TITLE IV—PREVENTIVE CARE UNDER MEDICARE

January 28, 1992 (612 p.m.)
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Sec. 401. Coverage of colorectal screening.

Sec. 402. Coverage of certaln immunizations.

Sec. 403. Coverage of well-child care.

Sec. 404. Annval screening mammography,

Sec. 403, Carpatient diabetes education services.

Sec. 406, Demonstration projects for coverage of sther preventive services.

See. 407, OTA study of process for review of medicare coverage of preventive
services.

TITLE V—LONG-TERM CARE INITIATIVES

-~

Sec. 501. Treatment of long-term care insurance or plans.

Sec. 502. Qualified long-term services treated as medical care.

Sec. 303. Treatment of prefunded long-term care benefits.

Sec, 504. Qualified long-term care insurance contracts permitted to be offered
in cafeteria plans.

See. 305. Certain exchanges of life insurance contracts for long-term care in-
surance contracts oot taxabie,

Sec. 506. Tax treatment of accelerated death benefits under life insurance con-
racts.

See. 507. Exclusion from gross income for amounts withdrawn from individual
retirement plans for qualified long-term care insurance.

See. 508. Exclusion from gross wcome for amounts on the surrender or cancel-
lagion of anv life insurance policy which are used to pay premi-
ums for qualified long-term care insurance.

Sec. 509. Tax treatment of companies issuing qualified accelerated death bene-
fit riders.

See. 510. Inclusion in ineome of excessive long-term care benefits.

See. 511, Effective date.

1 TITLE I-IMPROVED ACCESS TO
AFFORDABLE HEALTH IN-
3 SURANCE

4 Subtitle A—Health Deduction
Fairness

I

SEC. 101. INCREASE IN DEDUCTION FOR HEALTH INSUR-
ANCE COSTS OF SELF-EMPLOYED INDIVID-

UALS FROM 25 PERCENT TO 100 PERCENT.

O [0 ¢] ~J h N

(a) INCREASE IN DEDUCTION.—Paragraph (1) of
10 section 162(1) of the Internal Revenue Code of 1936 (re-

11 latung to special rules tor health msurance costs of selt-

January 28, 1992 (612 p.m.}
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emploved individuals) 1s amended by striking 25 percent
of".

{b) DEDUCTION MADE PERMANENT.—Subsection (1)
of section 162 of such Code 1s amended by striking para-
graph (6).

{¢) EFFECTIVE DATE.—The amendments made bv
this section shall apply to taxable vears beginning after
December 31, 1992.

Subtitle B—Increased Insurance
Affordability and Availability
for Employees of Small Em-
ployers

SEC. 111, ESTABLISHMENT AND ENFORCEMENT OF STAND-

ARDS FOR SMALL EMPLOYER HEALTH INSUR-
ANCE PLANS.
(a} ESTABLISHMENT OF GENERAL STANDARDS.—
(1) ROLE OF NaI1C.—The Secretary of Health
and Human Services shall request the National As-
sociation of Insurance Commissioners to develop.
within 9 months after the date of the enactment ot
this Act, model regulations that specify standards
with respect to each of the following:
{A)  The requirement, under section
113(a). that small emplover carriers otfer

MedAccess plans.

January 28, 1992 (6:12 p.m.)
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b
(B) The basic benefits to be mcluded n

MedAccess plans under section 113(b).

(C) The requirements of guaranteed issue

of MedAccess plans under section 113(c).

(D) The requirements of sections 114 and

115(b}).

(E) The requirements of subsections (a)

and (c) of section 113.

Iif the Assoclation develops such regulations specify-
ing such standards within such period. the Secretary
shall review such standards to determine if thev
meet such requirements. Such review shall be com-
pleted within 30 days after the date the regulations
are developed. Unless the Secretary determines with-
m such period that the standards do not meet the
requirements, such standards shall serve as the
standards under this section.

(2) CONTINGENCY.—If the Association does not
develop such model regulations within such period or
the Secretary determines that such regulations do
not meet the requirements described In paragraph
(1), the Secretarv shall specify, within 15 months
after the date of the enactment of this Act, stand-
ards to carry out the requirements referred to m

subparagraphs (A through (E) of paragraph (1).
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1 {3) EFFECTIVE DATE.—The standards provided
2 under tlus subsection—

3 (A) shall applv to small emplover health
4 benefit plans offered in a State on or after the
5 date the standards are implemented in the
6 State under subsection (bi{1),

7 (B} with respect to the requirements re-
8 ferred to 1 paragraph (1}(D) (relating to re-
9 quirements for initial writing of policies and
10 limitations on preminm increases), shall apply
11 to small emplover health benefit plans renewed
12 on or after 3 vears after the date such stand-
13 ards are implemented in the State under sub-
14 section (b)(1), and

13 (C)} with respect to the requirements re-
16 ferred to m paragraph (1}(E) (relating to re-
17 newability and limitation on market reentry!.
18 shall apply to small emplover health benefit
19 plans renewed on or after the date such stand-
20 ards are implemented m the State under sub-
21 section (b)(1).
22 (b)  APPLICATION OF STANDARDS THROUGH
23 STATES.—

24 (1) APPLICATION OF ALL STANDARDS TO NEW
25 PLANS. —

January 28, 1992 (6:12 p.m.)
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{A) IN GENERAL.—Each State shall sub-
mit to the Secretary, by the deadline specified
in subparagraph (B}, a report on the impiemen-
tation and enforcement of the standards estab-
lished under subsection (a) with respect to
small emplover health benefit plans offered not
later than such deadline.

(B) DEADLINE FOR REPORT.—

(1) 1 YEAR AFTER STANDARDS ESTAB-
LISHED.—3Subject to clause (i), the dead-
line under this subparagraph 1s 1 year
after the date standards are established
under subsection {a).

(n) EXCEPTION FOR LEGISLATION.—
In the case of a State which the Secretary
identifies. in consultation with the National
Assoclation of Insurance Commissioners.
as—

(I requiring State legislation

(other than legislation appropnating

funds) in order for carriers and health

benetit plans offered to small employ-
ers to meet the standards established

under subsection (a), but
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(IT) having a legislature which is
not scheduled to meet in 1993 In a
legislative session in which such legis-

lation may be considered,
the date specified mn this subparagraph is
the first day of the first calendar quarter
beginning after the close of the first legis-
lative sesston of the State legislature that
begins on or after January 1, 1994. For
purposes of the previous sentence, in the
case of a State that has a 2-year legislative
sesslon. each vear of such session shall
be deemed to be a separate regular ses-

sion of the State legislature.

(2} APPLICATION OF CONSUMER PROTECTION
TO ALL PLaNS.—FEach State shall submit to the Sec-
retary, by not later than 4 years after the date
standards are established under subsection (a}, a re-
port on the implementation and enforcement of the
standards established under subparagraphs (D) and
(E} subsection taiil} (relating to requirements for
initial writing ot polictes, limitations on premium In-
creases. renewabiitr, and limitation on market re-

entry) with respect to small employer health benent
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plans renewed not later than 4 yvears after the date
such standards were established.

(3) MORE STRINGENT STATE STANDARDS PER-
MITTED.—Except as provided in section 112(b), a
State may implement standards that are more strin-
gent than the standards established under subsec-
tion {(al).

(4) FEDERAL ROLE.—

(A) SECRETARIAL AUTHORITY. —If the
Secretary determines that a State has failed to
submit a repof‘c by the deadline specified under
paragraph (1) or (2) or finds that the State no
longer 1s carryving out its responsibility under
the respective paragraph. the Secretarv shall
notify the State and provide the State a period
of 30 days in which to submit such report or
to carry out its responsibilities under the r=-
spective paragraph. Lf after such 30-day per:-
od. the Secretary finds that such a faiure has
not been corrected. the Secretary shall proviae
for such mecharusm for the implementation and
enforcement of the standards established under
subsection (a) in the State as the Secretary J--
termines to be appropriate. Such standarcds

shall apply to health benefit plans offered or r--
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newed on or after 3 months after the applicable
deadlines estabhshed under subparagraphs (A)
through (C) of subsection (a){3}.

(B} ENFORCEMENT THROUGH EXCISE
TAN —

(1) IN GENERAL.—Chapter 43 of the

Internal Revenue Code of 1986 (relating to

qualified pension. ete., plans) is amended

by adding at the end thereof the following

new sectlon:

“SEC. 4980C. FAILURE BY CARRIER TO COMPLY WITH
SMALI. EMPLOYER HEALTH INSURANCE
STANDARDS IN STATES WITHOUT APPROVED
REGULATORY PROGRAMS.

“(a) IMPOSITION OF Tax—There 1s hereby imposed
a tax on the faillure of any small emplover carrier in any
Federal Standard State to comply with the standards es-
tablished under section 111(a) of the Aetion Now Heaith
Reform Act of 1992.

“(b}) AMOUNT OF Tax—The tax imposed by subsec-
tion (a) shall be equal to 25 percent of the amounts re-
ceived by the carrier iduring the period such faiure per-
sists} for providing anyv health benefit plan to any small

emplover in the Federal Standard State.

January 28, 1992 (6:12 p.m.)
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“{c) LIABILITY FOR Tax—The tax imposed by this

section shall be paid by the carrier.

"(d) EXCEPTIONS. —

(1) CORRECTIONS WITHIN 30 DAYS.—NO tax
shall be imposed by subsection (a} by reason of any
failure if—

“{A) such failure was due to reasonable

.cause and not to willful negleet, and

1B} such failure is corrected within the
30-day period beginning on earliest date the
carrier knew. or exercising reasonable diligence
would have known, that such failure existed.

“(2) WAIVER BY SECRETARY.—In the case of a
failure which 1s due to reasonable cause and not to
willful neglect, the Secretary may waive part or all
of the tax mmposed by subsection (a) to the extent
that payment of such tax would be excessive relatmve
to the failure involved.

“{e} DEFINITION3.—For purposes of this section—

“{1} CARRIER: ETC.—The terms ‘carrier.
‘small employver carrier’, ‘health benefit plan’. and
‘small emplover’ have the meanings given such terms
In section 118 of the Action Now Health Reform Act

of 1992.
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1 “{2) FEDERAL STANDARD STATE.—The term
2 ‘Federal Standard State’ means any State with re-
3 spect to which a determination 1s In effect under sec-
4 tion 111(b)(4) of the Action Now Health Reform
5 Aect of 19927,

6 (1) CLERICAL AMENDMENT.—The
7 table of sections for chapter 43 of such
8 Code i1s amended by adding at the end
9 thereof the following new items:

“Sec. 1980C. Faiure by carrier to comply with small emplover
heaith insurance standards in States without ap-
proved regulatory programs.”.

10 (1) NONDEDUCTIBLE OF TaAX—
11 Paragraph (6) of section 275(a) of such
12 Code (relating to nondeductibilitc of cer-
13 tain taxes) is amended by inserting “+7."
14 after " 16.".

15 (lv) EFFECTIVE DATE.—The amend-
16 ment made by clause (i) shall apply to
17 taxable vers beginning after December 31.
18 1992

19 SEC. 112. PREEMPTION OF STATE BENEFITS MANDATES

20 FOR PLANS THAT MEET CONSUMER PROTEC-
21 TION STANDARDS.
22 {a) FINDING.—Congress finds that health benen:

23 plans offered with respsct to small employers affeet inter-

24 state commerce.
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(b PREE3MPTION.—In the case of a small emplover
health benefit plan that meets the standards with respect
to the requirements referred to in subparagraphs (D) and
(E) of seetion 111(a)(1l), no provision of State law shall
apply that requires the offering. as part of the health ben-
efit plan with respect to such an emplover. of any services.
category of care. or services of any class or type of provid-
er.

SEC. 113. REQUIREMENT FOR OFFERING OF BASIC, LOW
COST PLAN (MEDACCESS PLAN).

{a) IN GENERAL.—Each small employer carrier
which makes available in a State any small emplover
health benefit plan shall make available to each small em-
plover in the State a MedAccess plan {as defined in sub-
section (b}).

(b) MEDACCESS PLaN DEFINED. —

(1) I GENERAL —In this subrtitle, except as
provided in paragraph (2), the term ' MedAccess
plan’’ means a health benefits plan (whether a man-
aged-care plan. ndemnity plan, or other plan:
that—

(A) 1s designed to provide only basic hospi-
tal. medical. surgical. preventive, and risk as-
sessment benerits tincluding prenatal care and

well-baby  are:. specified under standariis

January 28, 1992 (6112 p.m.}
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under section 111tai 11 B, so as to make it ar-

fordable to small emplovers,

(B) is guaranteed issue (as described in
subsection {c¢}), and
(C)} meets the standards established under

subparagraphs (D) and (E)} section 11l(a)(l;

(relating to (relating to requirements for initial

writing of policies, hmitations on premium in-

creases, renewability, and himitation on markert
reentryi.

(2) SPECIAL RULES FOR HEALTH DJMAINTE-
NANCE ORGANIZATIONS.—With respect to a carrier
that is a Federally qualified health maintenance or-
ganization (as defined in section 1301(a) of the Pub-
lic Health Service Act), the term “"MedAccess plan”
means a plan of the type described in paragraph i1
but with benefits that are consistent with the re-
quirements for the plans of such an organization
under title XTI of such Act. With respect to a carm-
er that 1s not such a Federally qualified health
malntenance organization but which is recognizel
under State law as a health maintenance organiza-
tion. the term “MedAccess plan” means a plan .

the tipe described in paragraph (1) but with bene-
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fits that are consistent with the requirements of
State law for the plans of such an organization.

(3} REVIEW OF JMIND{UM BENEFIT STAND-
ARDS.—The National Association of Insurance Com-
muissioners 18 requested to periodically review the
standards for minimum benefits described in para-
graph (1)(A). The Association is requested to submit
to the Secretary and the Congress its recommenda-
tions on changes that should be made in such stand-
ards.

{e) GUARANTEED ISSUE FOR MEDACCESS PLaNs —

(1) In GENERaL.—Each MedAccess plan in a
State—

(A) subject to paragraph (2) and (4). must
accept every small employer i the State thart
applies for coverage under the plan:

(B) subject to paragraphs (2), (3). and
(4), must accept for enrollment every individual
who 1s a full-time emplovee {or, in the case of
family enrollment with respect to such an em-
plovee, the emplovee’s spouse and the emplox-
ee’s dependents who are under 19 years of age
or who are full-time students and under 25
vears of age) who applies for enrollment on a

timely basis: and
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1 () subject to paragraphs (2). 13}, and (4],
2 may not place any restriction on the eligibilite
3 of an individual to enroll, so long as such an in-
4 dividual is a full-time emplovee or the employ-
5 ee's spouse or dependent described in subpara-
6 graph {B).
7 (2} SPECIAL RULES FOR HEALTH MAINTE-
8 NANCE ORGANIZATIONS.—In the vcase of a
9 MedAccess plan offered by a health maintenance or-
10 ganization. the plan shall—
11 (A) lmmit the emplovers that may apply for
12 coverage to those with eligible individuals resid-
13 Ing in the service area of the plan,
14 (B) limit the individuals who may be en-
15 rolled under the plan to those who reside in the
16 service area of the plan, and
17 (C) within the service area of the plan.
18 deny coverage to such emplovers if the plan
19 demonstrates that—
20 1) 1t will not have the capacity to de-
21 liver services adequately to enrollees of any
22 additional groups because of its obligations
23 to existing group contract holders and en-

24 rollees. and

Inmimmr AQ ANAND (217 = o )
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(i) 1t 1s applying this subparagraph
uniformly to all emplovers without regard
to the health status. claims experience. or
duration of coverage of those emplovers
and their employees.

(3) EXCEPTION FOR CERTAIN LATE ENROLL-
EES.—

(A) IN GENERAL.—Except as provided in
this paragraph. paragraph (1}(B} shall not
apply to an eligible emplovee or dependent who
fails to enroll m a heaith benefit plan during an
mitial enrollment period, if such period is at
least 30 days long.

(B) EXCEPTION FOR THOSE WITH PREVI-
OUS EMPLOYER COVERAGE.—Subparagraph iA)
shall not apply to an individual who—

(1) was covered under another employ-
er health benefit plan at the time of the in-
dividual's mitial enrollment period.

(11) stated at the time of minal enroll-
ment period that coverage under another
emplover heaith benefit plan was the rea-
son for declining enrollment.

(11t lost coverage under another em-

plover health benefit plan as a result ot
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| termination of employment, the termina-
2 tion of the other plan's coverage, death of
3 a spouse, or divorce. and
4 {rv) requests enrollment within 30
5 days after termination of coverage under
6 another emplover health benefit plan.
7 {C) EXCEPTION FOR OPEN ENROLL-
g MENT.—Subparagraph (A) shall not applv to
9 an individual who—
10 (1) 1s employed by an emplover which
11 offers multiple health benefit plans, and
12 (1) elects a different plan during an
13 open enrollment period.
14 (D) EXCEPTION FOR COURT ORDERS.—
15 Subparagraph (A) shall not apply to a spouse
16 or munor child if a court has ordered coverage
17 be provided tor the spouse or child under a cov-
18 ered emplovee's health benefit plan and request
19 for such coverage 1s made within 30 days arter
20 1ssuance of such court order.
21 EXCEPTION FOR STATE ALLOCATION OF
22 HIGH RISK INDIVIDUALS AND SMALL EMPLOYERS.—
23 Paragraph (1) shall not apply in the case of a State
24 which provides for the enrollment wunder
25 Meddceess plan of any small employer or mdividua

January 28. 1992 (612 n.m )
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1 whose enrollment under each MedAccess plan would

(9]

be required under such paragraph but for this para-
graph.

3
4 SEC. 114. REQUIREMENTS RELATING TO INITIAL WRITING

5 OF POLICIES.

6 (a) LDOTATIONS ON TREATMENT OF PRE-EXISTING

7 CONDITIONS.—

8 (1) IN GENERAL.—A carrier may not impose
9 (or require an employver to lmpose through a waiting
10 period for coverage under a health benefit policy or
11 similar requirement; a limitation or exclusion of ben-
12 efits under a small emplover health benefit plan re-
13 lating to treatment of a condition based on the fact
14 that the condition pre-existed the effectiveness of the
15 policy 1f—

16 {A) the condition relates to a condition
17 that was not diagnosed or treated within o
18 months before the date of coverage under the
19 plan,
20 (B) the limiration or exclusion extends over
21 more than 12 months after the date of coverag-
22 under the plan. or
23 (C) the lImitation or exclusion applies t.
24 an individual who. as of the date of birth. wax

25 covered under the plan.
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1 (2) PREYIOUS SATISFACTION OF PRE-EXISTING
2 CONDITION REQUIREMENT. —
3 {A) IN GENERAL.—In addition. each carri-
4 er shall waive any period applicable to a preex-
5 isting condition for similar benefits with respect
6 to an individual to the extent that the indnid-
7 ual was covered for the condition under a small
8 emplover health benefit plan that was in effect
9 before the date of the enrollment under the car-
10 rier's plan.
11 (B) CONTINTOTUS COVERAGE REQUIRED.—
12 Subparagraph (A) shall no longer apply if there
13 1s a continuous period of more than 60 days on
14 which the mndividual was not covered under an
15 emplover health benefit plan.
16 {b) LDOTS ON PREMITMS.—
17 (1) LpOT ON VARIATION OF INDEX RATES BE.
18 TWEEN CLASSES OF BUSINESS.—
19 (A} IN GENERaAL.—As a standard under
20 section 112, the index rate for a rating period
21 for any class of business of a small emplover
22 carrier may not exceed the index rate for any
23 other class of business by more than 20 per-
24 cent.

January 28 1992 (6:42 n.m



FAEGG\IHCANIHCA.DMP HLC

January 28, 1992 {6:12 p.m.}

22
(B)  EXCEPTIONS. —Subparagraph (A
shall not apply to a class of business if—

(1} the class 1s one for which the carri-
er does not reject, and never has rejected,
small emplovers included within the defini-
tion of emplovers eligible for the class of
business or otherwise eligible emplovees
and dependents who enroll on a timely
basis. based upon their claim experience or
health starus,

(1) the carrier does not involuntarily
transfer, and never has mnvoluntarily trans-
ferred. a health benefit plan into or out of
the class of business, and

(1) the class of business is currentiv
available for purchase.

(2) LDOT ON VARIATION OF PREMIUM RATES
WITHIN A CLASS OF BUSINESS.—For a class of busi-
ness of a small emplover carrier, as a standard
under section 112 the premium rates charged during
a rating period to small emplovers with similar de-
mographic or other relevant characteristics (not re-
lating to claims experience, health status. or dura-
tion of coveragel tor the same or similar coverage.

or the rates which could be charged to such emplox-
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ers under the rating system for that class of busi-
ness. shall not vary from the index rate by more
than 25 percent of the index rare.

(3) LDOT ON PERMISSIBLE RATE VARI-
ATIONS.—Subject to paragraphs (1} and (2), as a
standard under section 112. a carrier may establish
rate variations based on factors such as geography,
demography, and industry and plan design.

(1) LDOT ON TRANSFER OF EMPLOTERS
AMONG CLASSES OF BUSINESS.—As a standard
under section 112, a small emplover carrier may not
involuntarily transfer a small emplover into or out or
a class of business. A small emplover carrier max
not offer to transfer a small emplover into or out of
a class of business unless such offer is made to
transfer all small emplovers in the class of business
without regard to demograplic characteristies, claim
experience, health status. or duration since issue.

(3} DEFINITIONS. —In this subsection:

(A} BASE PREMIUM RATE.—The term

“base premium rate means, for each class or

business for =ach rating period. the lowest pre-

mium rate charged or which could have been

charged under a rating system for that class «r

business by the small emplover carrier to smuau
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emplovers with similar demographic or other
relevant characteristies {not relating to claims
experience, health status. or duration of cover-
age) for health benefit plans with the same or
similar coverage.

(BY  CLass OF BUSINESS.—The term
“class of business” means, with respect to a
carrier. all (or a distinet group of) small em-
plovers as shown on the records of the carrier.

(C) RULES FOR ESTABLISHING CLASSES
OF BUSINESS.

(Bi—

For purposes of subparagraph

(1) a carrlier may establish. subject to
clause 1), a distinct group of small em-
plovers on the basis that the applicable
health benefit plans either—

(I} are marketed and sold
through individuals and organizations
which are not parucipating n the
marketing or sale of other distinet
groups of small employers for the car-
rier.

'II) have been acquired from an-

other carrier as a distinet group. or
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1 (IIT) are provided through an as-
2 sociation with membership of not less
3 than 100 small employers which has
4 been formed for purposes other than
5 obtaining insurance;
6 {l1) a carrier may not establish more
7 than 2 groupings under each class of busi-
8 ness because the carrier uses managed-care
9 techniques which are expected to produce
10 substantial vartation in health care costs:
11 and
12 (11) notwithstanding clauses (i) and
13 (1), a Commuissioner of I[nsurance of a
14 State may. upon application, approve addi-
15 tional distinet groups upon a finding thar
16 such approval would enhance the efficiency
17 and fairness of the small emplover marks=t-
18 place.
19 (D) INDEX RATE.—The term “index rate’
20 means, with respeet to a class of business. th-
21 arithmetic average of the applicable base premu-
22 um rate and the corresponding highest prem-
23 um rate for the class.
24 (c) FrLL DIscLOsURE OF RATING PRACTICES —A:

25 the time a carrier oriers a health benefit plan to a sma.
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emplover, the carrier shall fully disclose to the emplover
rating practices for small emplover health benefit plans,
including rating practices for different industries. popula-
tions. and benefit designs.

{d) ACTUARIAL CERTIFICATION.—Each carrier shall
file annually with the State commissioner of Insurance a
written statement by a member of the American Academy
of Actuaries (or other individual acceptable to the commus-
sioner) that, based upon an examination by the individual
which includes a review of the appropriate records and of
the actuarial assumptions of the carrier and methods used
by the carrier in establishing premium rates for appiicable
small employer health benefit plans—

(1) the carrier is in compliance with the appli-
cable provisions of this section. and
(2) the rating methods are actuarially sound.
Each carrier shail retain a copy of such statement for ex-
amination at its principal place of business.

(e) REGISTRATION AND REPORTING.—Each carrier
that issues any small emplover health benefit plan n a
State shall be registered or licensed with the State com-
missioner of insurance and shall comply with any report-
ing requirements of the commissioner relating to such a

plan.
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(f) Tse or MINDITM PARTICIPATION REQUIRE-
MENT.—A carrler may condition issuance, or renewal, of
a health benefit plan to a small employer on the enroll-
ment of a minimum number (or percentage) of its full-
time emplovees, in accordance with standards established
to carry out this section. Such standards shall require that
any such conditions be imposed uniformly on emplovers
of the same size.

SEC. 115. REQUIREMENTS RELATING TO RENEWAL.

(a) RENEWABILITY.—A carrier may not cancel a
small emplover health benefit plan or deny renewal of cov-
erage under such a plan other than—

(1) for nonpayment of premiums.

(2} for fraud or other misrepresentation by the
msured.

(3) for noncompliance with plan provisions.

(4) for failure to maintain (in accordance with
standards established under section 114{f)) the
number of enrollees under the plan at the number
(or percentage: requred under the plan,

(3) for misuse of a provider network provision.
or

{6) because the carrier is ceasing to provide any

small emplover health benefit plan In a State. or. n
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the case of a liealth maintenance organization. in a

geographic area.

(b) LDOTATION ON PREMITM INCREASES.—A carrier
may not provide for an increase in the premium charged
a small emplover for a small emplover health benefit plan
In a percentage greater than such percentage as shall be
specified in standards referred to in section 111(a)(1)(D1.
Such standards shall take into account increases in premi-
ums charged for new coverage of small emplovers under
the plan.

(c) LDOTATION ON MARKET REENTRY.—If a carrier
terminates the offering of health benefit plans to small
employers In an area. the carrter may not offer such a
health benefit plan to any small employver in the area unru
5> vears have elapsed since the date of the termination
SEC. 116. ESTABLISHMENT OF REINSURANCE OR ALLOCA.

TION OF RISEK MECHANISMS FOR HIGH RISK
INDIVIDUALS.

(a) ESTABLISHMENT OF STANDARDS.—

{1) RoLE 0oF ~Naic.—The Secretarv of Healith
and Human Services shall request the National As-
sociation of Insurance Commissioners to develop.
within 9 months after the date of the enactment ¢
this Aet, models tfor reinsurance or allocation of risk

mechanisms (in this section referred to as the “reun-
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surance or allocation of risk mechanism’’) for indi-
viduals and small emplovers who are enrolled under
a small emplover health benefit plan that meets the
standards with respect to the requirements referred
t0 1n subparagraphs (D) and (E) of section
111tad1l) and for whom a carrier is at risk of incur-
ring high costs under the plan. If the Association de-
velops such models within such period, the Secretary
shall review such models to determine if they provide
tor an effective reinsurance or allocation of risk
mechamsm. Such review shall be completed within
30 days after the date the models are developed. Un-
less the Secretarvy determines within such period
that such a model 1s not an effective reinsurance or
allocation of risk mechamism. such remaining models
shall serve as the models under this section.

(2) CONTINGENCY —If the Association does nort
develop such models within such period or the Secre-
tary determines that all such models do not provide
for an effective remsurance or allocation of risk
mechanism, the Secretary shall specify, within 153
months after the date of the enactment of this Act.
models to carry out this sectlon.

(h) DPLEMENTATION OF REINSURANCE OR ALLOCA.

25 TIoN OF Risk MECHANT=MS . —
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1) BY STATES.—Each State shall establish
and fund one or more remsurance or allocation of
risk mechanisms by not later than the deadline spec-
1fied m seetion 111{b)(1)(B). In order to assure the
financial solvency of the mechanism. the State max.
notwithstanding any provision of law to the con-
trary. impose charges on any entity (mncluding a self-
msured entity) providing employee-related health
benefits, so long as such charges do not discriminate
with respect to entitles that would (but for this pro-
vision) not be subject to such charges.

{2) FEDERAL ROLE.—

(A) IN GENERAL.—If the Secretary deter-
mines that a State has failed to establish a re-
msurance or allocation of risk mechanism under
paragraph (lj. the Secretary shall establishi
such a remsurance or allocation of risk mecha-
nism meeting the requirements of this para-
graph.

{B) CARRIER ELECTION.—In a reinsurance
or allocation of risk mechanism established by
the Secretary under this paragraph. a carrier
1ssuing a small employer health benefit plan
that meets the standards with respect to the re-

quirements tererred to wmn subparagraphs D
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and (E) of section 1ll{ail) (relating to re-
quirements for initial writing of policies, limita-
tions on premium increases, renewabiity, and
limitation on market reentry) may elect to se-
cure remsurance or allocation of risk for costs
of the carrier with respect to the plan. Such an
election must be made at the beginming of the
vear involved., and shall remain in effect for a
period of 3 vears. and is subject to extension
for additional periods of 3 vears.

(C) REINSURANCE MECHANISM.—Unless
the Secretary determines under subparagraph
(D} that an allocation of risk mechamsm 1s the
appropriate mechanism to use in a State under
this paragraph. the Secretary shall establish for
use under this section for each State a reinsur-
ance mechanism under which—

(1) reinsurance shall be avaiable for

90 percent of plan costs for an enrollee tor

a vear atter the plan has meurred payment

obligations of $5.000 in the year and for

100 perecent of plan costs for an enrollee

for a vear after the plan has incurred par-

ment obligations of £10.000 i the year

and
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(1) the Secretary shall charge a carri-
er, for the remnsurance of an individual
through the mechamsm, a premium—

(I) in the case of individuals rein-
sured through the mechanism, equal
to 500 percent of the premium that
the carrier is charging the individual.
or

(I} in the case of a group rein-
sured through the mechanism, equal
to 150 percent of the premium thart
the carrier is charging the group.

(D} ALLOCATION OF RISK MECHANISM.—I7
the Secretary determines that, due to the na-
ture of the msurance market in the State (in-
cluding a relatively small number of small em-
plover health benefit plans otfered or a relative-
ly small number of uninsurable small employers
or individuals). an allocation of risk mechanism
would be a better mechanism than a reinsur-
ance mecharusm. the Secretary shall establish
for use under this section for a State an alloca-
tion of risk mechanism under which uninsurable

mdividuals and small emplovers would be equi-
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1 tably assigned among small emplover health
2 benefit plans.

3 {E) FINANCING DEFICIT FOR REINSUR-
4 ANCE MECHANISMS. —

5 (1) IN GENERAL.—Chapter 43 of the
6 Internal Revenue Code of 1986 (relating to
7 qualified pension plans, ete.} 1s amended
8 by adding at the end thereof the following
9 new section:
10 “SEC. 4980D. ADDITIONAL TAX TO FUND REINSURANCE IN
11 STATES UNDER FEDERAL REINSURANCE.
12 “(a) DPOSITION OF Tax-—There 1s hereby imposed

13 a tax on the providing of any health benefit plan which

14 covers any emplovee in a Federal reinsurance State.

15 “(b) AMOUNT OF Tax —

16 “(1) IN GENERAL.—The tax imposed by subsec-
17 tion {a) shall be equal to the applicable percentage
18 of the amount received by the provider of such pilan
19 for providing such plan in such Federal reinsuranc-
20 State.

21 (2} APPLICABLE PERCENTAGE.—For purposes
22 of paragraph i1: the term ‘applicable percentag-
23 means, with respect to any State for any perlod. th-
24 lowest percentage -stunated by the Secretary as gon-

25 erating sutflelent revenues to carry out sectior
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1 116(b)(2) of the Action Now Health Reform Aect of
2 1992 in such State for such period.
3 “ie) LIABILITY FOR Tax.—The tax imposed by this
4 section shall be paid by the provider of the health benefit
5 plan.
6 "(d} DEFINITIONS.—For purposes of this section—
7 (1) PROVIDER.—The term ‘provider’ means—
8 “{A) 1n the case of a health benefit plan
9 provided through mnsurance, the carrier under-
10 writing the plan:
11 “(B) in the case of a health benefit plan
12 that is offered by a health maintenance organi-
13 zatlon, the organization. or
14 “(C) in the case of a self-insured plan. the
15 plan administrator.
16 “(2) FEDERAL REINSURANCE STATE.—The
17 term ‘Federal reinsurance State’ means anv State
18 with respect to which a determination 1s in etfect
19 under sectton 116:b12) of the Action Now Health
20 Reform Act of 1992 and for which the Secretary of
21 Health and Human Services has established a rein-
22 surance mechanism under subparagraph (C) of such
23 section for the State.”
24 1+ CLERICAL  AMENDMENT.—The

25 table 7 sections for chapter 43 of such
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1 Code 1s amended by adding at the end
2 thereot the following new item:

“See. +930D. Addivional tax to fund reinsurance in States under

Federal reinsurance.”

3 te) CONSTRUCTION.—Nothing in this section shall be
4 construed as to prohibit reinsurance or allocation of risk
5 arrangements. whether on a State or regional basis. not
6 required under this section.
7 SEC. 117. REGISTRATION OF ALL HEALTH BENEFIT PLANS
8 REQUIRED.
9 Notwithstanding any other provision of law, each

10 State commissioner or superintendant of insurance max.
11 under State law, require each employer health benefit plan
12 (including a self-insured pilan) to be registered with such
13 official. if the pian is not otherwise required to be regis-
14 tered or licensed with the official under section 114ie:.
15 and to provide the official with such information on the
16 plan as may be necessary to carry out section 116. Insotar
17 as the Secretarv is exercising authority under section
18 116(b}2), the Secretary mayv impose the requirement
19 under the previous sentence m the same manner as a
20 State commissioner of mnsurance may lmpose the requirs-
21 ment.

22 SEC. 118. GENERAL DEFINITIONS.

23 In this subtitle:
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(1A} The term “carrier’” means any entrn-
which provides health insurance or health benefits in
a State, and includes a licensed insurance company.
a prepaid hospital or medical service plan. a health
maintenance organization. a multiple emplover wel-
fare arrangement or emplovee benefits plan tas de-
fined under the Emplovee Retirement Income Secu-
rity Act of 1974). or any other entity providing a
plan of health insurance subject to State insurance
regulation.

(B} The term “small emplover carrier” means
a carrier with respect to the 1ssuance of a small em-
plover health benetit plan.

(2) The term “health benefit plan” means anv
hospital or medical expense incurred policy or certifi-
cate. hospital or medical service plan contract. or
health maintenance subseriber contract, but does not
ineclude—

(A} accident-only, credit. dental, or disabii-
1ty meome INSUrance.

(B) coverage issued as a supplement to li-
ability insurance,

(C) worker's compensation or simiar in-

suarance. or
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(D} automobie medical-payment 1insur-
ance.

(2) The term “Secretary’ means the Seecrerary
of Health and Human Services.

(31(A) The term “small emplover” means an
entity actively engaged 1n business which, on at least
50 percent of its working days during the preceding
vear. emploved at least 2. but fewer than 36, full-
time emplovees. For purposes of determining if an
emplover i1s a small emplover, rules similar to the
rules of subsection b} and (¢) of section 414 of the
Internal Revenue Code of 1936 shall appiy.

(B) The term tull-time emplovee means. with
respect to an emplover. an mmdnridual who normallv
1s emploved for at least 30 hours per week by the
employver.

(4) The term “small emplover health benetit
plan’’ means a health benefit plan which provides
coverage to one or more full-time emplovees of a
small emplover.

i5) The term “State” means the 50 States. the
Distriet of Columbia. and Puerto Rico.

{6} The term State commissioner of nsur-

ance’ 1ncludes a Srate superintendent of msuranc:
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1 Subtitle C—Improved Small Em-
2 ployer Purchasing Power of
3 Affordable Health Insurance
4 SEC. 131. PREEMPTION FROM INSURANCE MANDATES FOR
5 QUALIFILD SMALL EMPLOYER PURCHASING
6 GROUPS.
7 (a) QUALIFIED SMALL EJMPLOYER PURCHASING
8 GrOUP DEFINED.—For purposes of this section, an asso-
9 ciation is a qualified small employer purchasing group if—
10 (1) the association submits an application to
11 the Secretary of Health and Human Services at such
12 time and in such form as the Secretary may require:
13 and
14 (2) on the basis of information contained n the
15 application and any other information the Secretarv
16 may require, the Secretary determines that—
17 (A) the association 1s administered soleiv
18 under the authority and control of its member
19 emplovers.
20 (B) the assoclation's membership consist~
21 solely of emplovers with not more than 100 em-
22 plovees texcept that an emplover member of th-
23 group mav retam its membership in the grou:
24 1f, after the Secretary determines that the assi-

25 ciation me=t3 the requirements of this pari-



FANEGG\IHCANHCA DMP HLC

2

(V]

39

graph, the number of emplovees of the emplover

member increases to more than 100},

('} with respect to each State in which its
members are located. the association consists of
not fewer than 100 emplovers. and

1D} at the time the association submits its
application. the health benefit plans with re-
spect to the emplover members of the associa-
tion are 1n compliance with applicable State
laws relating to health benefit plans.

{(b) PREEMPTION FROM INSURANCE MANDATES. —

(1) FINDING.—Congress finds that emplover
purchasing groups organized for the purpose of ob-
taining health insurance for emplover members at-
fect interstate commerce.

(2) PREEMPTION OF STATE MANDATES.—In the
case of a qualified small employver purchasing group
described n subsection (a), no provision of State law
shall apply that requires the offering, as part of the
health benefit plan with respect to an emplover
member of such a group. of any services, categorv
of care. or services of any class or type of provider.

(3} PREEMPTION OF PROVISIONS PROHIBITIN'
EMPLOYER GROUPSR FROM PURCHASING HEALTE IN-

SURANCE.—In the case of a qualified small employer
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1 purchasing group described m subsection (a), no
2 provision of State or local law shall apply that pro-
3 lubits a group of emplovers from purchasing health
4 msurance with respect to member emplovers of the
5 group or their employees.

t¢) EFFECTIVE DATE.—This section shall take effect

6
7 60 days after the date of the enactment of this Act.

8 Subtitle D—Clarification of Rules
9

0

Applicable to Multiple Em-
ployer Welfare Arrangements
11 (MEWASs)

12 SEC. 141. CLARIFICATION OF TREATMENT OF SINGLE EM-

13 PLOYER ARRANGEMENTS,
14 (a) IN GENERAL.—Section 3(40)1B) of the Emploves
15 Retirement Income Security Act of 1974 (29 TU.s.C

16 1002(40)iB)) 1s amended—

17 (1} in clause 11}, by mserting “for any plan vear
18 of any such plan. or any fiscal yvear of any such
19 other arrangement,” after “single employer”. and by
20 inserting “"during such vear or at any tiume during
21 the preceding l-vear period’ after “common con-
22 trol™";

23 (2} 1n clause 1w}, by striking “common controi
24 shall not be based on an interest of less than 25 per-

25 cent” and Inserting “an interest of greater than 7
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percent mav not be required as the mimimum inter-
est necessary for common control’. and by striking
“and’ at the end.

(3) by redesignating clause (iv) as clause (v},
and

(%} by inserting after clause (1i} the following
new clause:

“(iv) in determining, after the application of
clause (1), whether benefits are provided to emplov-
ees of two or more emplovers, the arrangement shall
be treated as having only 1 participating emplover—

(I if. at the time the determination
under clause 1) 1s made, the number of individ-
uals who are emplovees and former emplovees
of any one participating emplover and who are
covered under the arrangement is greater than

95 percent of the aggregate number of all indi-

viduals who are emplovees or former emplovees

of participating emplovers and who are coversd
under the arrangement, or

“(II) in the case of a multiple emplover
welfare arrangement established and main-
tained by a franchisor for a franchise network
consisting of its ranchisees. if. at the time tl-

determination under clause (1) 1s made, the az-
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gregate number of all imdividuals who are em-
plovees and former emplovees of such
franchisor and such franchisees and who are
covered under the arrangement is greater than
95 percent of the aggregate number of all indi-
viduals who are emplovees or tormer emplovees
of participating emplovers and who are covered
under tile arrangement, and’ .

(b} EFFECTIVE DATE.—The amendments made by
this section shail take effect July 1. 1992, except that the
Secretary of Labor may issue regulations before such date
under such amendments. The Secretary shall issue all reg-
ulations necessary to carrv out the amendments made bv
this section not later than July 1, 1992.

SEC. 142, ESTABLISHMENT OF EXEMPTION PROCESS FOR
EMPLOYEE WELFARE BENEFIT PLANS.

Not later than July 1. 1992, the Secretary of Labor
shall prescribe regulations under section 514(b){6HB) of
the Employee Retirement Income Security Act of 1974
(29 U.5.C. 1144tbiin v By providing for exemptions ot
emplovee  welfare  henefit  plans  from  section
514(b)(6){A) ) ot such Act 29 U=
1134(b) (6 (A (1),
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TITLE II—HEALTH CARE COST

CONTAINMENT

Subtitle A—Medical Malpractice

Reform

SEC. 201. DEFINITIONS.

As used m this subtitle:

(1) ALTERNATIVE DISPUTE RESOLUTION SYS-
TEM.—The term '"alternative dispute resolution sys-
tem’ means a system that i1s enacted or adopted by
a State to resolve medical malpractice hability claims
without resort to. or as an alternative to. a judictal
proceeding 1n a State court.

(2) CrLanLaNT—The term “claimant” means
any person who brings a medical malpractice habilitx
claim and. mn the case of an indimdual who 1s Je-
ceased, Incompetent, or a minor. the person on
whose behalf such an action 1s brought.

(3) EcoNoMIC DaMAGES.—The term “economic
damages’ means damages paid to compensate an .-
dividual for losses for hospital and other medical <x-
penses, lost wages. lost employment. and other pecu-
niary losses.

(+) HEALTH TARE PROFESSIONAL.—The tern.
“health care professional’ means anyv mdmdual v

provides health rare services in a State and who -
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required by State law or regulation to be licensed or
certified by the State to provide such services m the
State.

(5) HEALTH CARE PROVIDER.—The term
“health care provider” means anyv organization or
institution that is engaged in the delivery of health
care services in a State that is required by State law
or regulation to be licensed or certified by the State
to engage in the delivery of such services in the
State.

(6) INJURY.—The term “injury’”’ means any il-
ness, disease, or other harm that is the subject of
a medical malpractice liability claim.

(7) MEDICAL MALPRACTICE LIABILITY AC-
TION.—The term “medical malpractice lhabihty ac-
tion means any civl aection brought pursuant to
State law mm which a plaintiff alleges a medical mal-
practice Labilitr claim agamst a health care provider
or health care professional.

(8¢ MEDICAL  JMALPRACTICE — LIABILITY
CLADL—The term “medical malpractice liability
claim' means any claim relating to the provision of
tor the failure to provide) health care services with-
out regard to the theory of lability asserted. and in-

cludes any third-party claim. cross-claim. counter-



FAEGG\IHCANIHCA.DMP T

12

L)

n

O o0~ Oh

10
11

13
14
15
16

15
claim, or contribution claim in a medical malpractice
liabality action.

(9) NONECONOMIC DaMAGES.—The term “non-
economic damages' means damages paid to compen-
sate an individual for losses for physicai and emo-
tional pam. suffering, mconvenience, physical im-
pairment. mentai anguish, disfigurement. loss of en-
jovment of life, loss of consortium, and other
nonpecuniary losses.

(10) SECRETARY.—The term “Secretarv’
means the Secretary of Heaith and Human Services.

(11} STATE.—The term ""State” means each of
the several States, the Distriet of Columbia. the
Commonwealth of Puerto Rico. the Virgin Islands,
and Guam.

PART I—-UNIFORM STANDARDS FOR
MALPRACTICE ACTIONS OR CLAIMS

18 SEC. 211. APPLICABILITY.

Except as provided mn section 217, this part shall

20 apply to any medical malpractice liabiity action broughr

21 in a Federal or State court and to any medical malpractice

22 liability claim subject to an alternative dispute resolution

23 system.

be i mme M amAm A
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SEC. 212. CALCULATION AND PAYMENT OF DAMAGES.

(a) PERIODIC PAYMENTS FOR FUTURE L0OSSES.—No
person may be required to pay more than $100.000 in a
single payment In economic or non-economic damages for
expenses to be incurred in the future. but shall be permit-
ted to make such payments on a periodic basis. The peri-
ods for such payments shall be determined by the court.
based upon projections of when such expenses are likely
to be incurred.

(b) LDOTATION ON NONECONOMIC DaMaGES —The
total amount of noneconomic damages that may be award-
ed to an individual and the family members of such indi-
vidual for losses resulting from an injury which is the sub-
ject of an action or claim may not exceed $250,000. re-
gardless of the number of health care professionals, health
care prowviders. and health care producers against whom
the action or claim is brought or the number of actions
or claims brought with respect to the injury.

(¢} MANDATORY OFFSETS FOR DAMAGES PaD BY 4
COLLATERAL SOURCE.—

(1) IN GENERAL.—The total amount of dam-
ages recelved by an mmdiidual shall be reduced 11in
accordance with paragraph (21} by any other par-
ment that has been or will be made to the indnidual

to compensate the individual for the mmjury that was

[ R e lale Lot Ko U
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1 the subject of the action or claim. ineluding payment
2 under—

3 (A} Federal or State disability or sickness
4 programs;

5 (B) Federal, State, or private health insur-
6 ance programs;

7 (C) private disability insurance programs:

8 (D) employer wage continuation programs:
9 and
10 (E} any other source of payment intended
11 to compensate such individual for such myury
12 (2) AMOUNT OF REDUCTION.—The amount by
13 which an award of damages to an individual shall be
14 reduced under paragraph (1) shall be—
13 {A) the total amount of any payments
16 (other than such award) that have been made
17 or that will be made to the mmdividual to com-
18 pensate the individual for the injury that was
19 the subject of the action or claim: minus
20 (B} the amount paid by the indidual or
21 by the spouse. parent, or legal guardian of the
22 individual) to secure the payments described in
23 subparagraph (..
24 (d} ATTORNEY'$ FEEZ —A claimant's attorney's fees

25 may not exceed—
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(1) 25 percent of the first £#150.000 of anv
award or settlement paid to the claimant: or

(2) 15 percent of any additional amounts paid
to the claimant.

SEC. 213. JOINT AND SEVERAL LIABILITY FOR NONECO-
NOMIC DAMAGES.

The liability of each defendant for noneconomic dam-
ages shall be several only and shall not be joint, and each
defendant shall be liable only for the amount of nonecc-
nomic damages allocated to the defendant in direct pro-
portion to the defendant’s percentage of responsibility ' as
determined by the trier of fact).

SEC. 214, STATUTE OF LIMITATIONS.

No medical malpractice lability claim may be initiat-
ed after the later of—

{1) the expiration of the 2-vear period that be-
gins on the date the alleged injury that is the sub-
ject of the claim should reasonably have been discov-
ered:

(2) the expiration of the 4-vear period that b--
gins on the date the alleged injury occurred: or

(3) m the case of an alleged injury suffered b
a mmor who has not attained 6 years of age. th-

date on which the minor attains S vears of age.
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(b) EXCEPTION FOR MINORS.—In the case of an al-
leged njury suffered by a minor who has not attained 6
vears of age, no medical malpractice hiability claim may
be initiated after the expiration of the 2-vear period that
begins on the date the alleged mmjury should reasonably
have been discovered. or the date on which the minor at-
tains 8 vears of age, whichever 1s later.

SEC. 215. UNIFORM STANDARD FOR DETERMINING NEGLI-
GENCE.

(a) STANDARD OF REASONABLENESS.—Except as
provided In subsection (b}, a defendant may not be found
to have committed malpractice unless the defendant’s con-
duct at the time of providing the health care services that
are the subject of the action was not reasonable.

(b} ACTIONS BROUGHT UNDER STRICT LIABILITY —
Subsection (a) shall not apply to any action in which the
claimant asserts that the defendant is Liable under a the-
ory of strict liability.

SEC. 216. SPECIAL PROVISION FOR CERTAIN OBSTETRIC
SERVICES.

(a) DMPOSITION OF HIGHER STANDARD OF PROOF.—

(1) IN GENERAL.—In the case of a medical

malpractice liability clalm relating to services provid-

ed during labor or the delivery of a baby, if the de-

fendant health care professional or health care pro-

Januars 28. 1992 (6:12 o.m.}
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vider did not previously treat the claimant for the
pregnancy a court may not find that the defendant
committed malpractice and may not assess damages
against the defendant unless the malpractice is prov-
en by clear and convineing evidence.

(2) APPLICABILITY TO GROUP PRACTICES OR
AGREEMENTS AMONG PROVIDERS.—For purposes of
paragraph (1), a health care professional or health
care provider shall be considered to have previously
treated an individual for a pregmancy if the profes-
sional or provider is a member of a group practice
whose members previously treated the indmidual for
the pregnancy or i1s providing services to the individ-
ual during labor or the delivery of a baby pursuant
to an agreement with another professional or provid-
er.

(b) CLEAR aND CONVINCING EVIDENCE DEFINED.—
In subsection (a}, the term ‘“clear and convincing evi-
dence’’ is that measure or degree of proof that wil
produce in the mind of the trier of fact a firm belief or
convietion as to the truth of the allegations sought to be
established, except that such measure or degree of proot
1s more than that required under preponderance of the e1-
dence, but less than that required for proof bevond a rea-

sonable doubt.
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1 SEC. 217. IMPOSITION OF COSTS AND FEES ON PLAINTIFFS

2
3
4
5
6
7
g
9

10
11

12
13
14
15
16
17
13
19

20

BRINGING FRIVOLOUS ACTIONS,

(a) IN GENERAL.—Upon the request of a defendant

who prevails in a medical malpractice liability action. a

court may require a plaintiff against whom the judgment

was rendered to pay to the defendant the amount of the

reasonable expenses incurred by the defendant because of

the initiation of the action (including a reasonable attor-

neyv's fee) if the court finds that the action was frivolous.

[(b} STANDARDS FOR FINDING THAT ACTION IS

FrvoLoUus.—For purposes of subsection {a), a court

shall find that an action is frivolous if—

SEC.

(1) the action is not well grounded in fact or is
not warranted by existing law or a good faith argu-
ment for the extension. modification, or reversal of
existing law: or

(2) the action was initiated for an improper
purpose, mcluding harassment, causing unnecessary
delay, or causing a needless increase in the costs of
litigation.--this is faken from Rule 11 of the Federal
Rules of Cwil Procedure, which already gives Federal
courts the power to impose these sanctions]

218. PREEMPTION.

(a} IN GENERAL.—This part supersedes any State

25 law only to the extent that State law establishes higher

26 payment limits. permuts the recovery of a greater amownt

lamuan: 978 100 /893 -~ m b
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1 of damages or the awarding of a greater amount of attor-
nevs' fees, or establishes a longer period during which a
medical malpractice liability claim may be muitiated.
(b) EFFECT ON SOVEREIGN DIMUNITY AND CHOICE

OF Law OR VENUE.—XNothing in subsection {(a) shall be

(1) waive or affect any defense of sovereign im-

2

3

4

5

6 construed to—
-

8 munity asserted by any State under any provision of
9

law;
10 (2) walve or affect any defense of sovereign im-
11 munity asserted by the United States;
12 (C) affect the applicability of any provision
13 of the Foreign Sovereign Immunities Act of
14 1976;
15 {D) preempt State choice-of-law rules with
16 respect to claims brought by a foreign nation or
17 a citizen of a foreign nation: or
18 (E) affect the mght of any court to trans-
19 fer venue or to apply the law of a foreign nation
20 or to dismiss a claim of a foreign nation or of
21 a citizen of a foreign nation on the ground in

22 Inconvenuent forum.
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SEC. 219. EFFECTIVE DATE.

This part shall apply to medical malpractice liability
claims initiated after the expiration of the 2-vear period
that begins on the date of the enactment of this Aect.
PART II—GRANTS TO STATES FOR ALTERNATIVE

DISPUTE RESOLUTION SYSTEMS

SEC. 221. GRANTS TO STATES.

(a) IN GENERAL.—The Secretary shall make grants
over a 4-vear period to States for the implementation and
evaluation of alternative dispute resolution systems.

(b) ELIGIBILITY —A State is eligible to receive a
grant under this section if the State submits to the Secre-
tary an application at such time. in such form, and con-
taining such information and assurances as the Secretarv
may require, mncluding—

(1) a description of the alternative dispute reso-
lution system that the State intends to implemenr
with amounts recerved under the grant;

(2) assurances that the State will comply wirl.
all data gathering requirements promulgated by th-
Secretary under section 222(a}; and

{3) anyv informartion and assurances hecessary
to enable the Secretarv to determine whether th-
State's alternative dispute resolution system meets
the qualification =tandards for such svstems dev-:-

oped by the Secr-rarv under section 222(a).
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(c) NUMBER OF GRANTS.—

(1) IN GENERAL.—Except as provided in para-
graph (2}, the Secretary shall award not less than

10 grants each fiscal vear under this section.

(2) EXCEPTION.—Notwithstanding paragraph

{1). the Secretary may award less than 10 grants
under this section m a fiscal vear if the Secretary
determines that there are an inadequate number of
applications submitted that meet the eligibility and
approval requirements of this section in such fiscal
vear.

(d) DISSEMINATION OF INFORMATION TO OTHER
STATES.—The Secretary shall disseminate information on
the alternative dispute resolution systems implemented by
the States receiving a grant under this section to other
States, health care professionals. health care providers.
and other interested parties.

{e) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated for grants under tlus
section $10.000.000 for each of the first 4 fiscal vears
beginning after the date of the enactment of this Act.

SEC. 222. ADMINISTRATION.
(a) STANDARDS AND REGULATIONS FOR ALTERNa-

TIVE DISPUTE RESOLUTION (RANT PROGRAM.—

i M AAAM (S - —
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(1) IN GENERAL.—In consultation with the Ad-
ministrator of the Agency for Health Care Poliev
and Research, the Secretary shall develop and pro-
mulgate standards and regulations necessary to
carry out the grant program established under sec-
tion 221, including—

(A) qualification standards for alternatrve
dispute resolution systems that States must
meet In order to receive grants under such sec-
tion: and

(B) regulations establishing data gathering
requirements for States recelving grants under
such section.

(2) CRITERLY FOR PROGRaMS.—In developing
qualification standards for alternative dispute resolu-
tion systems under paragraph (1)(A), the Secretarv
shall take into account the effectiveness of such svs-
tems In—

(A) supporting access to health care:

(B) encouraging improvements in the quai-
ity of health care:

(C) enhancing and not impairing the physi-
clan-patient relationship:

(D} encouraging innovation that leads

an improved leve] of health care;
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(E) compensating for avoidable medical in-
jury due to provider fault and not compensating
for injury which is unavoidable by standard
medical practice:

{F) resolving claims promptly and in
amounts proportional to the mnjury;

(&) providing predictable outcomes; and

{H) operating efficiently m terms of finan-
cial costs. professional energies, and govern-
mental processes.

(b) TECHNICAL ASSISTANCE.—The Secretary shall
provide States with technical assistance to enable States
to submit applbeations for grants under section 221. in-
cluding information on the establishment and operation of
alternative dispute resolution systems.

(¢) EVALUATION OF ALTERNATIVE DISPUTE RESO-
LUTION STSTEMS.—XNot later than 5 yvears after awarding
the first grant to a State under section 221, the Secretary
shall prepare and submit to Congress a report describing
and evaluating the alternative dispute resolution systems
implemented by States with funds provided under such
grants, and shall include in the report—

(1) information on—
{A) the offect of such svstems on the cost

of health care within the State.
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(B} the impact of such systems on the ae-
cess of individuals to health care witlhun che
State, and
(C) the effect of such systems on the qual-
1ty of health care provided within such State:
and
{2) an analysis of the feasibility and desirability
of establishing a national alternative dispute resolu-
tion system.

Subtitle B—Expansion and Appli-
cation of Medical Practice
Guidelines

SEC. 231, INCREASE IN AUTHORIZATION OF APPROPRIA.

TIONS FOR DEVELOPMENT OF MEDICAL
PRACTICE GUIDELINES.

In addition to the amounts otherwise authorized to
be appropriated under section 926 of the Public Health
Service Act, there are authorized to be appropriated
$10.000.000 for fiscal vear 1993, $£15.000.000 for fiscal
vear 1994, and $20.000.000 for fiscal vear 1995 to devel-
op and broadly disseminate medical practice guidelines

under ttle IX of such Act.
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SEC. 232. IMMUNITY FROM MALPRACTICE LIABILITY FOR
PHYSICIANS FOLLOWING HHS PRACTICE
GUIDELINES.

(a) IN GENERAL.—Section 1157 (c) of the Social Se-
curity Act (42 TU.3.C. 1320c¢-6(c)) is amended—

(1) mn the matter preceding paragraph (1), by
striking “‘such action:” and inserting “such action.
or in compliance with or reliance upon the practice
guidelines developed by the Administrator for Health
Care Policy and Research under section 912(a) of
the Public Health Service Aect:”; and

(2) in paragraph (2). by striking the period at
the end and inserting the following: , or upon such
practice guidelines. .

(b) EFFECTIVE DATE.—The amendments made bhv
subsection {a) shall apply to actions taken by physicians
on or after January 1. 1992.

SEC. 233. STUDY OF ROLE OF PRACTICE GUIDELINES IN RE-
DUCING MALPRACTICE COSTS.

{a) STUDY.—The Secretary of Health and Humar.
Services. 1n consultation with the Administrator of rh-
Agency for Health Care Poliey and Research, shall under-

take a study of the manner in which practice guidelines

24 developed under section 913 of the Public Health Servic-

25

Act may be used i r-lucing medical malpractice cosr-

lamiiam: 78 1007 (A19 m m )
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(b) REPORT.—XNot later than 1 vear after the date
of the enactment of this Act, the Seeretary shall submit
a report on the study conducted under subsection (a) to
the Congress and shall include in the report such recom-
mendations for the application of practice guidelines in re-
solving medical malpractice liabihty disputes.
Subtitle C—Removing Restrictions
on Managed Care
SEC. 241. REMOVING RESTRICTIONS ON MANAGED CARE.
(a) PREEMPTION OF STATE Liaw PROVISIONS.—Sub-
ject to subsection (c}. the following provisions of State law
are preempted and may not be enforced:
(1) RESTRICTIONS ON REDMBURSEMENT RATES
OR SELECTIVE CONTRACTING.—Any law that re-
stricts the abilitv of a carrier to negotiate retmburse-
ment rates with providers or to contract selectively
with one provider or a limited number of providers.
(2) RESTRICTIONS ON DIFFERENTIAL FINAN-
CIAL INCENTIVES. —Any law that limits the finanecial
Incentives that a health benefit plan mayv require a
beneficiary to pay when a non-plan provider is used
on a non-emergency basis.
(3) RESTRICTIONS ON TUTILIZATION REVIEW

METHODS.—Any law that—

AR (R4 o)
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| {A) prohibits utiization review of any or
2 all treatments and conditions,
3 {B) requires that such review be made (i)
4 by a resident of the State in which the treat-
5 ment 1s to be offered or by an individual li-
6 censed in such State, or (i} by a physician in
7 any particular specialty or with any board certi-
8 fied specialty of the same medical specialty as
9 the provider whose services are being rendered.
10 (C) requires the use of specified standards
11 of health care practice in such reviews or re-
12 quires the disclosure of the specific criteria used
i3 In such reviews,
14 (D) requires payments to providers for the
15 expenses of responding to utidization review re-
16 quests, or
17 (E) imposes liability for delays in perform-
18 ing such review.
19 Nothing in subparagraph (B) shall be construed as
20 prolubiting a State from (1) requiring that utilization
21 review pe conducted by a licensed health care profes-
22 sional or (i) requiring that any appeal from such a
23 review be made by a licensed physician or by a li-
24 censed physician m any particular specialty or with

25 any board certitied specialty of the same medical
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specialty as the provider whose services are being
rendered.
() GAO STUDY —

{1) In GENERAL.—The Comptroller General
shall conduct a study of the benefits and cost effec-
tiveness of the use of managed care in the delivery
of health services.

(2) REPORT.—By not later than 4 vears after
the date of the enactment of this Act, the Comptrol-
ler (zeneral shall submit a report to Congress on the
study conducted under paragraph (1) and shall -
clude in the report such recommendations (including
whether the provisions of subsection (a) should be
extended) as mav be appropriate.

¢} SUNSET.—Unless otherwise provided, subsection

(a) shall not apply 5 vears atter the date of the enactment

of this Act,

Subtitle D—Paperwork
Simplification

SEC. 251. HOSPITAL MONITORING SYSTEMS.

{a} DEVELOPMENT OF STANDARDS.—

{1} IN GENERAL.—The Secretary of Health and
Human Services. by not later than 2 vears after the
date of the enactment of this Act, shall develop

standards—
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(A) for a common set of hospital elinical
patient data. and
(B) for the confidential transfer of data m
electronic form.

(2) ADVISORY PANEL.—The standards under
paragraph (1} shall be established in consultation
with an advisory panel composed of experts in rele-
vant fields, including hospital executives, hospital
data base managers. physicians, health services re-
searchers, insurers, other third-party payvors. and
representatives of labor and business.

(3) REPORT TO CONGRESS.—Not later than 3
vears after the date of the enactment of tius Act. the
Secretary shall report to Congress recommendations
regarding restructuring the medicare peer review
quality assurance program given the availability of
Lospital data in electrome form.

(b) REQUIREMENT FOR SHARING OF HoOspPITAL IN.

19 FORMATION.—

(1) IN GENERAL.—Section 1366{a)(1)(F) of the
Social Security Act (42 U.S.C. 1395cctal{1} (I is
amended by adding at the end the following new
clause:

{11} in the case of hospitals—



FAEGG\IHCANIHCA.DMP 1.0

[

[

O 00 ~) O i s W

63
(I} must maintain clinical data in elec-
tronic form on all inpatients. and
“{II) must transmit, electronically to the
Secretarv or a utliization and quality control
peer review organization, a common set of clim-
cal inpatient hospital data (maintained under
subclause (I)) relating to any indmidual who
has received Inpatient hospital services for
which payment may be made under part A of
this title.
In accordance with the standards developed under
section 241(a) of the Action Now Health Reform
Act of 19927,

(2) EFFECTVE DATE.—The amendment mads
by paragraph (1) shall be effective for participaten
agreements as of > years atter the date of the enacr-
ment of this Act.

{c) DEMONSTRATIONS AND RESEARCH ON MONITOR-

19 ™G aND IMPROVING PATIENT CARE.—The Secreta

20 shall provide grants to qualified entities to demonstrat-

21 (and conduct research concerning) the application of con.-

22 prehensive information systems—

Al -

(1) In continuously monitoring patient care. an::

{2) In Improving patlent care.
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Up to $10,000,000 shall be available each fiscal vear (be-

gmning with fiscal vear 1994 and ending with fiscal vear
1998} from the Federal Hospital Insurance Trust Fund

for grants under this subsection.

TITLE III—HEALTH CARE
SAFETY NET
Subtitle A—Community Health
Access

PART I—PRIMARY CARE GRANT PROGRAM

SEC. 301. GRANT PROGRAM TO PROMOTE PRIMARY
HEALTH CARE SERVICES FOR UNDERSERVED
POPULATIONS.

(a) AUTHORIZATION.—The Secretary of Health and
Human Services shall provide for a program of grants to
migrant and commurnity health centers (receiving grants
or contracts under section 329 or 330 of the Public Health
Service Act) in order to promote the provision of primarv
health care services for underserved mdividuals. Such
grants may be used—

(1) to promote the provision of off-site services

(through means such as mobile medical elinies);

(2) to improve birth outcomes in areas with
high infant mortality and morbidity;
(3) to establish primary care clinics in areas

identified as in need of such elinics: and

January 28, 1992 (8:12 p.m.)
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(1) for recruitment and training costs of neces-
sary providers and operating costs for unreimbursed
services.

(b} CONDITIONS.—(1) Grants under this subsection
shall only be made upon application, approved by the Sec-
retary.

(2) The amount of grants made under this section
shall be determined by the Secretary.

{¢) AUTHORIZATION OF APPROPRIATIONS.-—There
are authorized to be appropriated—

(1) m fiscal yéa.r 1993, $100.000,000,

(2) m fiscal vear 1994, $200,000.000,

(3) In fiscal yvear 1995, $300.000,000,

(1) In fiscal vear 1996. $100.000.000. and

(3) 1n fiscal vear 1997. $500,000.000.
to carry out this section. Of the amounts appropriated
each fiscal vear under this section, at least 10 percent
shall be used for grants described in subsection (aj(1) and
at least 10 percent shall be used for grants described in
subseetion (a)(2).

(d) STTDY aND REPORT.—The Secretary shall con-
duct a study of the impact of the grants made under tlus
section to migrant and community health centers on ac-
cess to health care. birth outcomes. and the use of emer-

gency room services. Not later than 2 years after the date

January 28, 1992 (8:12 p.m.)
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of the enactment of this Act. the Secretary shall submit
to Congress a report on such study and on recommenda-
tions for changes in the programs under this section in
order to promote the appropriate use of cost-effective out-
patient services.
PART II—ASSISTANCE TO FEDERALLY
SUPPORTED HEALTH CENTERS
SEC. 311. LIABILITY PROTECTIONS FOR CERTAIN HEALTH
CARE PROFESSIONALS.

{a) IN GENERAL.—3ection 224 of the Public Health
Service Act (42 U.S.C. 233) is amended by adding at the
end the following new subsection:

“(g){1) For purposes of this section. a public or non-
profit private entity receiving [ederal funds under section
329, 330, or 340, and any officer, emplovee, or contractor
of such an entity who is a physician or other licensed
health care practitioner shall. while performing functions
pursuant to any of such sections, be deemed to be an em-
plovee of the Public Health Service.

“(2) If. with respect to an enuty or person deemed
to be an employee for purposes of paragraph (1), a cause
of action 1s instituted against the Urnuted States pursuant
to this section, any claim of the entity or person for bene-

fits under an msurance policy with respect to medical mal-

January 28, 1992 (6:12 p.m.}
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1 practice relating to such cause of action shall be subrogat-

ed to the United States.

“(3) This subsection shall apply with respect to a

cause of action only if the claim accrues on or after the

{b) REQUIREMENT OF APPROPRIATE POLICIES AND

PrROCEDURES REGARDING HEALTH CARE PROFESSION-

ALS.—

13

2
3
4
5 effective date of tlus subsection.”.
6
7
8
9

(1) IN GENERAL.—Section 224 of the Public
Health Service Act. as amended by subsection (a) of
this section, 1s further amended by adding at the
end the following new subsection:

“(h) The Secrerary may not make a grant to an enu-

14 ty under section 329. 330, or 340 unless the entity—

January 28, 1992 (6112 p.m,)

(1) has implemented appropriate policies and
procedures to assure against malpractice in all
health or health-related functions performed by the
entity;

“(2) has reviewed and verified the professional
credentials, references, claims history, fitness, pro-
fessional review orgamization findings. and license
status of its phisicians and other licensed health
care practitioners. and. where necessary, has ob-
tained the permussion from these mdniduals to gain

access to this 1nr rmation: and
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“{3) has no history of claims having been filed
against It pursuant to this section, or. if such a his-
tory exists, has fully cooperated with the Attorner
General in defending against any such claims and ei-
ther has taken. or will take, such corrective steps to
assure agamst such claims in the future.”.

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall take effect on the date of the
enactment of this Act.

(¢} AUTHORIZATION FOR THE ATTORNEY GGENERAL
To EXCLUDE CERTAIN HEALTH CARE PROFESSIONALS
From COVERAGE —Section 224 of the Public Health
Service Act, as amended by subsections (a) and (b} of this
section, is further amended by adding at the end the fol-
lowing new subsection:

“(1)(1) Notwithstanding subsection (g)(1), the Artor-
nev General. in consultation with the Secretary, mayv de-
termine, after notice and opportunity for a hearing, that
an individual physician or other licensed health care prac-
tittoner who 1s an officer. emplovee. or contractor of an
entity described in subsecrion (g)(1) shall not be deem«!
to be an emplovee of the Public Health Service for pwr-
poses of this section. if treating such individual as suct

an emplovee would expose the Government to an unrea-

January 28, 1992 (6:12 p.m.}
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sonably ligh degree of risk of loss because such
individual—

" (A) does not comply with the policies and pro-
cedures to assure agaimnst malpractice that the entity
has implemented pursuant to subsection (l1)(1}:

“{B} has a history of claims filed against him
or her pursuant to this section that is outside the
norm for a Publiec Health Service physician or other
licensed health care practitioner;

“(C) refused to reasonably cooperate with the
Attorney (eneral in defending against any such
claim;

(D) provided false information relevant to the
individual's performance of his or her duties to the
Secretary, the Attorney {(zeneral, or an applicant for
or recipient of funds under section 329. 330, or 330:
or

“(E) was the subject of disciplinary action
taken by a State medical licensing authority or a
State or national professional society.

“(2) A final determination by the Attorney (eneral
under this subsection that an individual physician or other
licensed health care professional shail not be deemed tv
be an employvee of the Pubiiec Health Service shall be effec-

tive upon receipt by rhe entity emploving such individu.i.

January 28, 1992 (6:12 p.m.}
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of notice of such determination. and shall apply only to
claims accruing after the date such notice is recerved.”.
SEC. 312. HOSPITAL ADMITTING PRIVILEGES FOR CERTAIN
HEALTH CARE PROVIDERS.

Section 224 of the Public Health Service Act. as
amended by section 311 of this Act. 1s further amended
by adding at the end the following new subsection:

“(j} In the case of a health care provider who 1s an
officer. emplovee, or contractor of an entity described in
subsection (g)(1), section 335(e) shall apply with respect
to the provider to the same extent and in the same manner
as such section applies to any member of the National
Health Service Corps.™.

SEC. 313. EFFECTIVE DATE.

Except as provided in section 311(b)(2). the amend-
ments made by this part shall take effect on the date of
the enactment of this Act.

Subtitle B—Rural Health Care

Initiatives
SEC. 321, HEALTH PROFESSIONS TRAINING IMPROVEMENT.

(a) MEDICALLY UNDERSERVED AREA TRAINING IN-
CENTIVES.—Part A of title VII of the Public Health Ser~-
ice Act (42 U.S.C. 292 et seq.} is amended by adding at

the end thereof the following new section:

January 28, 1992 (612 p.m.}
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1 “SEC. 711. PRIORITIES IN AWARDING OF GRANTS.

2 “{a) ALLOCATION OF COMPETITIVE  GRANT
3 FrNDs.—In awarding competitive grants under this title
4 or title VIII. the Secretary shall. among applicants that
5 meet the eligibility requirements under such titles. give
6 priority to entitles submitting apphcations that—
7 (1) can demonstrate that such entities—
8 “{A) have a high permanent rate for plac-
9 ing graduates In practice settings which serve
10 residents of medically underserved communities;
11 and
12 {B) have a curriculum that includes—
13 (1) the rotation of medical students
14 and residents to clinical settings iwhose
15 focus 1s to serve medically underserved
16 commurities;
17 i1} the appointment of health prores-
18 sionals whose practices serve medically un-
19 derserved communities to act as preceptors
20 to supervise training n such settings:
21 i) classroom instruction on practice
22 opportunities involving medically under-
23 served comurities:
24 “{1v) serviece contingent scholarship or

25 loan repayment programs for students and
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1 residents to encourage practice ln or serv-
2 ice to underserved communities:
3 “{v) the recruitment of students who
4 are most likely to elect to practice in or
5 provide service to medically underserved
6 communities:
7 “(v1) other training methodologies
8 that demonstrate a significant commitment
9 to the expansion of the proportion of grad-
10 uates that elect to practice in or serve the
11 needs of medically underserved communi-
12 ties; or
13 (2} contamn an organized plan for the expedi-
14 tious development of the placement rate and curricu-
15 lum described in paragraph (1!
16 “(b) SERVICE IN MEDICALLY UNDERSERVED (0AM-

17 MUNITIES.—XNot less than 50 percent of the amounts ap-

18 propriated for fiscal vear 1995, and for each subsequent

19 fiscal year, for compettive grants under this title or trle

20 VII. shall be used to award grants to institutions thart

21 are otherwise eligible for grants under such title, and thart

22 ecan demonstrate thatr—

(1) not less than 15 percent of graduates ot

24 such institutions Juring the preceding 2-year periodl
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1 are engaged in full-rime practice serving the needs

O]

of medically underserved communities: or

*(2) the number of the graduates of such msti-
tutions that are practicing in a medically under-
served community has increased by not less than 50
percent over that proportion of such graduates for
the previous 2-vear period.

“{e¢) WAIVERS.—A health professions school may pe-

e o B =T ¥ e CO VS

tition the Secretary for a temporary waiver of the prior-
10 ities of this section. Such warver shall be approved if the
11 health professions school demonstrates that the State in
12 which such school 1s located is not suffering from a short-
13 age of primary care providers. as determined by the Secre-
14 tary. Such waiver shall not be for a period in excess of

15 2 vears.

16 *(d) DEFINITIONS. —As used in this section:

17 “{1) GRADUATE.—The term ‘graduate’ means.
18 unless otherwise specified. an individual who has
19 successfully completed all traming and residency r--
20 quirements necessarv for full certification in ti-
21 health professions discipline that such individual ha-
22 selected.

23 *“(2) MEDICALLY UNDERSERVED COMMUNITY —
24 The term “medically underserved communut:
25 means—

January 28, 1992 (6:12 p.m.)
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1 “(A) an area designated under section 332
2 as a health professional shortage area:

3 “(B) an area designated as a medically un-
4 derserved area under this Act;

5 *(C) populations served by migrant health
6 centers under section 329, community heaith
7 centers under section 330, or federally qualified
8 health centers under section 1905(1}(2)(B) of
9 the Social Security Act;
10 “(D) a community that i1s certified as un-
11 derserved by the Secretary for purposes of par-
12 ticipation In the rural health clinic program
13 under title XVIIT of the Social Security Act: or
14 “{E) a community that meets the criteria
15 for the designation described in subparagraph
16 (A) or (B but that has not been so designat-
17 ed.”.
18 (b} MEDICALLY UNDERSERVED AREA TRAINING

19 GRaNTS.—Part F of title VII of such Act (42 U.S.C. 2952
20 et seq.) 1s amended by adding at the end thereof the foi-
21 lowing new section:

22 “SEC. 790B. MEDICALLY UNDERSERVED AREA TRAINING
23 GRANT PROGRAM.

24 “(a) GRANTS.—The Secretary shall award grants to

25 health professions mstirutions to expand traming pro-

. mm s rmla A
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1 grams that are targeted at those individuals desing to

I

practice in or serve the needs of medically underserved

communities.

¥

“(b) PLaN.—As part of an application submitted for
a grant under this section. the applicant shall prepare and
submit a plan that describes the proposed use of funds
that may be provided to the applicant under the grant.

“(c) PRIORITY.—In awarding grants under this sec-

oo ~1 O ot I

tion. the Secretary shall give priority to applicants that
10 demonstrate the greatest likelihood of expanding the pro-
11 portion of graduates who choose to practice in or serve
12 the needs of medically underserved areas.

13 “{d) USE OoF FUNDsS.—An msttution that receives
14 a grant under this section shall use amounts received
15 under such grant to establish or enhance procedures or

16 efforts to—

17 *{1) rotate health professions students from
18 such institution to clinical settings whose focus 1s to
19 serve the residents of medically underserved commu-
20 nities;

21 *(2) appoint health professionals whose prac-
22 tices serve medically underserved areas to serve as

23 preceptors to supervise tralning in such settings:

lamans 278 1002 (R12 A m
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“(3) provide classroom struction on practice
opportunities mvolving medically underserved com-
munities;

{4} provide service contingent scholarship or
loan repayment programs for students and residents
to encourage practice mn or service to underserved
communities;

“(5) recruit students who are most likely to
elect to practice In or provide service to medically
underserved communities; or

(6} provide other training methodologies that
demonstrate a significant commitment to the expan-
sion of the proportion of graduates that elect to
practice In or serve the needs of medically under-
served communities.

"(e) ADMINISTRATION. —

“(1) REQUIRED CONTRIBUTION.—An Institu-
tion that recelves a grant under this section shall
contribute, from non-Federal sources, either in cash
or mkind. an amount equai to not less than 50 per-
cent of the amount of the grant to the activities to
be undertaken with the grant funds.

“(2) LnOTATION.—An institution that recelves
a grant under this section. shall use amounts re-

celved under such grant to supplement, not sup-
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plant. amounts made available by such Institution
for activities of the type deseribed in subsection (d)
in the fiscal vear preceding the year for which the
grant is received.
*(f) DEFINITIONS.—As used in this section:

(1) GRADUATE.—The term 'graduate’ means.
unless otherwise specified, an individual who has
successfully completed all training and residency re-
quirements necessary for full certification in the
health professions discipline that such indmvidual has
selected.

*(2) MEDICALLY UNDERSERVED COMMUNITY.—
The term ‘medically underserved community’
means—

“{A) an area designated under section 332
as a health professional shortage area;

“iB) an area designated as a medically un-
derserved area under this Act;

") populations served by migrant health
centers under section 329, commumry health
centers under section 330. or federally qualified
health centers under section 1905(1){(2}{B} or
the Social Security Aet:

(D) a community that 1s certified as un-

derserved by the Secretary for purposes of par-
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ticlpation in the rural health clinic program
under title XVIIT of the Social Security Act: or

“(E) a community that meets the eriteria
for the designation described in subparagraph
(A} or (B} but that has not been so designated.

"{g) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated to carry out this section.
$£15,000.000 for each of the fiscal vears 1993 and 1994.
and such sums as may be necessary for each of the fiscal
vears 1995 and 1996.7.

(¢) HEALTH PROFESSIONS INTEGRATION GRANTS —
Part F of title VII of such Act (42 U.S.C. 295¢g et seq. .
as amended by subsection (b), is further amended by add-
ing at the end thereof the following new section:

“SEC. 790C. HEALTH PROFESSIONS INTEGRATION GRANT
PROGRAM.

“(a) GRaNTS.—The Secretary shall award grants
eligible regional consortia to enhance and expand coord:-
nation among various health professions programs, pa:-
ticularly in medically underserved rural areas.

“(b} ELIGIBLE REGIONAL CONSORTIUM.—

“{1) IN GENERAL—To be eligible to receive .1
grant under subsection (a). an entity must—
“(A) be a regional consortium consisting ¢

at least one medical school and at lieast on-
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other health professions school that is not a
medical school: and
“(B) prepare and submit an application
containing a plan of the type deseribed in para-

graph (2).

“(2) PLaN.—As part of the application submit-
ted by a consortium under paragraph (1)(B), the
consortium shall prepare and submit a plan that de-
seribed the proposed use of funds that may be pro-
vided to the consortium under the grant.

“{e) USE oF FUNDS.—A consortium that receives a

grant under this section shall use amounts received under

such grant to establish or enhance—

(1) strategles for better clinical cooperation
among different tipes of health professionals:

“(2) classroom Instruction on integrated prac-
tice opporturnuties, particularly targeted toward rural
areas;

“(3) integrated clinical clerkship programs that
make use of students in differing health professions
schools; or

{4} other traimming methodologies that demon-
strate a significant commitment to the expansion -t

clinical cooperation among different types of health
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professionals. particudarlr in  underserved rural

areas.

“{d) LDOTATION.—A consortium that receives a
grant under this section. shall use amounts received under
such grant to supplement. not supplant, amounts made
available by such institution for activities of the type de-
scribed in subsection (c¢) in the fiscal vear preceding the
vear for which the grant 1s received.

“{e) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated to carry out this section,
$7,000.000 for each of the fiscal years 1993 and 1994
and such sums as may be necessary for each of the fiscal
vears 1995 and 1996.7.

SEC. 322. GRANTS TO STATES REGARDING AIRCRAFT FOR
TRANSPORTING RURAL VICTIMS OF MEDICAL
EMERGENCIES,

Title XIT of the Public Health Service Act (42 U.5.C.
300d et seq.) 1s amended by adding at the end thereor
the following new part:

“PART D—MISCELLANEOUS (GRANT PROGRAMS AND
REQUIREMENTS

“SEC. 1241. GRANTS FOR SYSTEMS TO TRANSPORT RURAL
VICTIMS OF MEDICAL EMERGENCIES.

“(a} IN GENERAL.—The Secretary shall make grants

to States to assist such States In the creation or enhance-
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1 ment of air medical transport systems that provide victims

2 of medical emergencies in rural areas with access to treat-
3 ments for the injuries or other conditions resulting from
4 such emergencies.

5 “(b) APPLICATION AND Prax —

6 (1) APPLICATION.—To be eligible to receive a
7 grant under subsection (a), a State shall prepare
8 and submit to the Secretary an application in such
9 form, made in such manner, and contaimming such
10 agreements, assurances, and information, including
11 a State plan as required in paragraph (2), as the
12 Secretary determines to be necessary to carry out
13 this section.

14 “{2) STATE PLAN.—An application submitted
15 under paragraph (1) shall contain a State plan that
16 shall—

17 “(A) describe the mtended uses of the
18 grant proceeds and the geographic areas to be
19 served;
20 “{B) demonstrates that the geographic
21 areas to be served. as described under subpara-
22 graph (A). are rural in nature;

23 *(C) demonstrate that there is a lack or

24 facilities available and equipped to deliver ad-
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vanced levels of medical care in the geographic
areas to be served;

(D) demonstrate that in utilizing the
grant proceeds for the establishment or en-
hancement of air medical services the State
would be making a cost-effective improvement
to existing ground-based or air emergency medi-
cal service systems;

“{E) demonstrate that the State will not
utilize the grant proceeds to duplicate the capa-
bilities of existing air medical systems that are
effectively meeting the emergency medical needs
of the populations they serve:

“(F) demonstrate that in utilizing the
grant proceeds the State is likely to achieve a
reduction m the morbidity and mortality rates
of the areas to be served. as determined by the
Secretary;

“(&r) demonstrate that the State. in urtiliz-
ing the grant proceeds. will—

i1 maintain the expenditures of the

State for air and ground medical transport

systems at a level equal to not less than

the level of such expenditures maintained

by the =rare for the fiscal vear precedinyg
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1 the fiscal year for which the grant is re-
2 ceived; and

3 (1) ensure that recipients of direct
4 financial assistance from the State under
5 such grant wil maintain expenditures of
6 such recipients for such systems at a level
7 at least equal to the level of such expendi-
8 tures maintained by such recipients for the
9 fiscal vear preceding the fiscal vear for
10 which the financial assistance is received:
11 “(H) demonstrate that persons experienced
12 in the fleld of air medical service delivery were
13 consulted 1n the preparation of the State plan:
14 “(I) contain such other information as the
15 Secretary may determine appropriate.
16 “(c) CONSIDERATIONS IN AWARDING GRANTS.—In

17 determining whether to award a grant to a State under

18 this section, the Secretary shall—

19 (1) consider the rural nature of the areas t.
20 be served with the grant proceeds and the services
21 to be provided with such proceeds, as identfied in
22 the State plan submitted under subsection (b); an:
23 “(2) give preference to States with State plans
24 that demonstrate an erfective mmtegration of the pri.-

25 posed air medical Transport systems mto a compr--
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hensive network or plan for regional or statewide
emergency medieal service delivery.

“(d) STATE ADMINISTRATION aAND USE OF

(GRANT.—

(1) IN GENERaL.—The Secretary may not
make a grant to a State under subsection (a) unless
the State agrees that such grant wil be adminis-
tered by the State ageney with prinecipal responsibil-
ity for carryving out programs regarding the provi-
sion of medical services to vietims of medical emer-
gencles or trauma.

“(2) PERMITTED TUSES.—A State may use
amounts received under a grant awarded under tlus
section to award subgrants to public and private en-
tities operating ithin the State.

*(3) OPPORTUNITY FOR PUBLIC COMMENT.—
The Secretary may not make a grant to a State
under subsection fa) unless that State agrees that.
in developing and carrying out the State plan under
subsection (bi(2;, the State will provide public notice
with respect to the pian (including any revisions
thereto} and facilitate comments from interested
persons.

“{e) NUMBER OF GRaNTS—The Secretary shall

award grants under tlus section to not less than 7 States
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“(f) REPORTS. —

“{1) REQUIREMENT —A State that receives a
grant under this section shall annually {during each
vear in which the grant proceeds are used) prepare
and submit to the Secretary a report that shall
contain—

“(A) a description of the manner in which
the grant proceeds were utilized;

“{B) a description of the effectiveness of
the air medical transport programs assisted
with grant proceeds; and

*(C) such other information as the Secre-
tary may require.

*{2) TERMINATION OF FUNDING.—In reviewing
reports submitted under paragraph (1), if the Secre-
tary determines that a State 1s not using amounts
provided under a grant awarded under this section
in accordance with the State plan submitted by the
State under subsection (bl. the Secretary may termi-
nate the payment of amounts under such grant to
the State until such time as the Secretary deter-
mines that the State comes into compliance with
such plan.

“{g) DEFINITION.—As used in this section, the term

25 ‘rural areas’ means geographic areas that are located our-
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6
side of standard metropolitan statistical areas, as identi-
fied by the Secretary.

“(h) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated to make grants under
this section, $15.000,000 for fiscal year 1993, and such
sums as may be necessary for each of the fiscal years 1394
and 1995.".

SEC. 323. RURAL HEALTH CARE TELECOMMUNICATIONS
DEMONSTRATION PROJECT.

ta) ESTABLISEDIENT.—In order to demonstrate
whether an interactive telecommunications system may
improve the quality of health care provided to individuals
residing in rural areas. the Secretarv of Health and
Human Services (hereafter referred to as the *Secretarv’
shall establish a demonstration project under which the
Secretary shall award grants over a 3-vear period to 5
States to establish and operate such a system.

(b) INTERACTIVE TELECOMMUNICATIONS SYSTEM
DEFINED.—In this section. an “interactive telecommuri-
cations system means a svstem that links rural health
care faciities In a State to urban facilities and trauma
care centers in the State ithrough methods such as inter-
active digital video. static video imaging svstems, and tele-
facsimile machines: to assist raral facilities in stabilizing

and treating patlents.
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(c) ELIGIBILITY OF STATES.—A State is eligible to
receive a grant under the demonstration project estab-
lished under subsection (a) if the State submits an appli-
cation to the Secretarv (at such time and in such form
as the Secretary may require) containing such information
as the Secretary may require.

(d) REPORT.—Not later than 1 yvear after the expira-
tion of the 3-year period during which grants are awarded
to States under the demonstration project established
under subsection (ai. the Secretary shall submit a report
to Congress deseribing the project and analvzing the
project’s effect on the quality of health care provided to
individuals residing in rural areas in the States receiving
grants under the project.

() ATUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated for grants under the
demonstration project sstablished under subsection {a} not
more than $15,000.000.

Subtitle C—State Flexibility
SEC. 351. PROTECTION AGAINST DISALLOWANCES FOR
GOOD FAITH COMPLIANCE WITH REQUIRE-
MENTS.

fa) IN GENERAL.—ection 1904 of the Social Securi-

tvAct (2 U.S.C. 15%5¢: 1s amended—

(1) by mserting “ra)” after 19047, and

e AR amAA mLaA -
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(2) by adding at the end the following new sub-
section:

“(b1{1) The Secretary may not take any action
against a State under subsection {a} or under section 1116
with respect to a State’s failure to comply with a require-
ment of this title, for actions or mactions occurring before
the date a final regulation to carry out such requirement
has been promulgated. if—

“(A) the State has complied in good faith with
such requirement, or
(B} the State has not complied with such re-
quirement and a regulation is required in order for
the State to implement properly the requirement.
Subparagraph (B) shall be applied without regard t»
whether or not a provision of law states the requirement

takes effect without regard to the timely promulgation 1

regulations.
*(2) Within 60 days of the date of the enactment o
any Act which has the effect of changing any requirements

for States under this ntle. the Secretary shall provide. by
notice in the Federal Register, a statement as to whether
or not, with respect to each such requirement. a regulation
1s needed In order for States to implement properly suci.

requirement. .
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(b) EFFECTIVE DATE.—The amendment made bx
subsection {a) shall take effect on the date of the enact-
ment of this Act and shall apply to disallowances taken
on or after such date. regardless or whether or not the
action (or inaction) giving rise to the disallowance oc-
curred before, on. or after such date.

SEC. 352. AUTHORIZING WAIVER OF NURSING HOME RE-
FORM REQUIREMENTS.

The Secretary of Health and Human Services max
waive specified requirements of subsections (b) through
{e) of section 1919 of the Social Security Act with respect
to nursing facilities located in a State if the State provides
assurances satisfactory to the Secretary (including, if ap-
propriate. the implementation of an alternative State pro-
gram) that the waiver of such requirements wil not ad-
versely affect the quality of life of the residents in such
facilities.

TITLE IV—-PREVENTIVE CARE
UNDER MEDICARE

SEC. 401. COVERAGE OF COLORECTAL SCREENING.
{a) IN GENERAL.—3ection 15832 of the Social Securi-
tv Act (2 U.S.C. 1395m) 1s amended by inserting atter

subsection (¢} the following new subsection:

78 4002 /21D mom )
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“(d) FREQUENCY AND PavMENT LDOTS FOR

p—

2 SCREENTNG FECAL-OCCULT BLooD TESTS AND SCREEN-

3 ING FLEXIBLE SIGMOIDOSCOPIES.—

4 (1) SCREENING FECAL-OCCULT  BLOOD
5 TESTS.—

6 “{A) PATMENT LDOT.—In establishing fee
7 schedules under section 1333(h) with respect to
8 screening fecal-occult blood tests provided for
9 the purpose of early detection of colon cancer,
10 except as provided by the Secretary under para-
11 graph (3)}{A), the payment amount established
12 for tests performed—

13 (1) in 1993 shall not exceed $5; and
14 {1} mm a subsequent year, shall not
15 exceed the limit on the payment amount
16 established under this subsection for such
17 tests for the preceding rear. adjusted by
18 the applicable adjustment under section
19 1333(h) for tests performed m such year
20 “(B) FREQUENCY LDMIT.—Subject to revi-
21 sion by the Secretary under paragraph (3)1(B.
22 no payment may be made under thus part tor
23 a screening tecal-occult blood test provided
24 an indrvidual tor the purpose of early detectinn

25 of eolon cancer—
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1 (1) if the mdividual is under 50 vears
2 of age; or

3 (1) if the test is performed within
4 the 11 months after a previous screemng
5 fecal-occult blood test.

6 "(2) SCREENING FLEXIBLE
7 SIGMOIDOSCOPIES. —

8 “(A) PAYMENT AMOUNT.—The Secretary
9 shall establish a payment amount under section
10 1348 with respect to screening flexable
11 sigmoidoscopies provided for the purpose of
12 early detection of colon cancer that is consistent
13 with payment amounts under such section for
14 similar or related services, except that such
15 payment amount shall be established swithout
16 regard to subsection (a}(2)(A) of such section.
17 “(B} FREQUENCY LDOT.—Subject to revi-
18 sion by the Secretary under paragraph (3)(B).
19 no payment mayv be made under this part tor
20 a screening flexable sigmoidoscopy provided 1o
21 an individual for the purpose of early detection
22 of colon cancer—
23 (1) 1f the individual is under 50 years

24 of age: or

lmmeiams A8 AANA (297 = o )
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1 “(1) if the procedure is performed
2 within the 59 months after a previous
3 screening flexble sigmoidoscopy.

4 “(3) REDUCTIONS IN PAYMENT LIMIT AND RE-
5 VISION OF FREQUENCY.—

6 “(A) REDUCTIONS IN PAYMENT LDOT.—
7 The Secretary shall review from time to time
8 the appropriateness of the amount of the payx-
9 ment limit established for sereening fecal-occult
10 blood tests under paragraph (1)(A). The Secre-
11 tary may. with respect to tests performed in a
12 vear after 1995, reduce the amount of such
13 limit as 1t applies nationally or in any area to
14 the amount that the Secretary estimates is re-
15 quired to assure that such tests of an appropri-
16 ate quality are readily and conveniently avail-
17 able during the vear.

18 “(B) REVISION OF FREQUENCY.—

19 (13 REVIEW.—The Secretary, in con-
20 suitation with the Director of the National
21 Cancer Instrmate, shall review periodically
22 the appropriate frequency for performing
23 screening fecal-occult blood tests and

24 sereening tlexable sigmoidoscopies based on
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1 age and such other factors as the Secre-
2 tary believes to be pertinent.
3 (1) REVISION OF FREQUENCY.—The
4 Secretary, taking into consideration the re-
5 view made under clause (1), mayx revise
6 from time to time the frequency with
7 which such tests and procedures may be
8 paid for under this subsection. but no such
9 revision shall apply to tests or procedures
10 pertormed before January 1, 1996.
11 “(4) LDMITING CHARGES OF NONPARTICTPATING
12 PHYSICLANS. —
13 (A} IN GENERAL.—In the case of a
14 screening flexible sigmoidoscopy provided to an
15 individual for the purpose of early detection «r
16 colon cancer for which payment may be mad-
17 under tlus part, if a nonparticipating physicia::
18 provides the procedure to an individual enrolle
19 under tius part. the phvsician may not charg-
20 the individual more than the limiting charge ' .-~
21 defined in subparagraph (B), or, if less, as --
22 fined in section 1543(g)(2)).
23 “(Br LDOTING CHARGE DEFINED.—I..
24 subparagraph 1A the term ‘limiting charz-
25 means, with r-spect to a procedure performesi—
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“{lm 1993, 120 percent of the pay-
ment limit established under paragraph

(2)tA): or

"(1) atter 1993, 115 percent of such
applicable limit.

“(C) ENFORCEMENT.—If a physician or
supplier kmowing and willfully imposes a charge
in violation of subparagraph (A), the Secretary
may apply sanctions against such physician or
supplier = In accordance  with  section
I82(3)(2).7

(b) CONFORMING AMENDMENTS.—(1) Paragraphs
(1)(D) and (2)(D) of section 1333(a) of such Aect (42
U.S.C. 13951(a)) are each amended by striking subsec-
tion (hi(l),” and inserting ‘subsection (h)(1l} or section
1534(d)(1),".

(2) Section 1333th)i1i(A) of such Aect (42 U.S.C.
1395kih)(1)(A)) 1s amended by striking “"The Seecretary”
and mserting “Subject to paragraphs (1) and (3)(A) of
section 1334(d). the Secretary".

(3) Clauses (1t and t(11) of section 1348(a)(2)14) af
such Act (42 U.S.C. 1395w-4(a)(2)(A)) are each amended
by string “a service” and inserting “a service (other

than a screening flexible sigmoidoscopy provided to an in-

1QQ2 (R A m
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—

dividual for the purpose of early detection of colon can-

T

cer) .

(]

(4) Section 1862(a} of such Act (42 U.S.C. 1395y1a;;

3
4 is amended—

5 {A) in paragraph (1)—

6 (1) in subparagraph (E), by striking
7 “and” at the end,

8 (1) in subparagraph (I}, by striking
9 the semicolon at the end and inserting
10 and’. and

11 (1) by adding at the end the follow-
12 Ing new subparagraph:

13 “{(z) In the case of screening fecal-occult blood
14 tests and screening flexyble sigmoidoscopies provided
15 for the purpose of early detection of colon cancer.
16 which are performed more frequently than is coversd
17 under section 1334(d);"; and

138 {(B) mn paragraph (7). by striking “para-
19 graph (1}{B) or under paragraph (1)(F)" and
20 inserting “‘subparagraphs (B), (F), or (Gi of
21 paragraph (1}
22 (¢} EFFECTIVE DaTE.—The amendments made bv
23 this section shall apply to screening fecal-occult blood tests

24 and screening flexable sigmoidoscoples performed on or

25 after January 1. 1993,
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1 SEC. 402. COVERAGE OF CERTAIN IMMUNIZATIONS.

2 ta) IN GENERAL —Section 1361(s)(10} of the Social

Security Act (42 T.S.C. 1395x(s)1101} is amended—

(U¥)

4 {1) n subparagraph (A}—

5 (A) by striking ', subject to section
6 4$071(b) of the Omnibus Budget Reconciliation
7 Act of 1937,". and

g (B} by striking *; and” and inserting a
9 comma;

10 (2) In subparagraph (B), by striking the semi-
11 colon at the end and inserting . and”; and
12 (3) by adding at the end the following new sub-
13 paragraph:
14 “(C) tetanus-diptheria booster and its adminis-
15 tration; .

16 (bt LDOTATION  ON  FREQUENCY.—Section

17 1862(a)(1) of such Act (#2 U.S.C. 1395wtal(l)). as

18 amended by section $01tb)(4}(A), is amended—

19 (1) m subparagraph (I, by striking “and™ art
20 the end;

21 (2) in subparagraph (), by strikng the
22 semicolon at the end and inserting . and™; and
23 (3) by adding at the end the following new
24 subparagraph:

25 “(H) in the case of an influenza vaceine, which
26 1s adminmistered witlun the 11 months after a previ-

::::::: DR A IRAD ey
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ous influenza vaccine, and, in the case of a tetanus-

diptheria booster. which is administered within the

119 months after a previous tetanus-diptheria boost-

er;”

{e) CONFORMING AMENDMENT.—Section 1862(a)i7)
of such Act (42 U.S.C. 1395y1a1¢7)), as amended by sec-
tion +01(b)(4)(B). 1s amended by striking “or (G)" and
mserting (&), or (H)".

{d) EFFECTIVE DATE.—The amendments made by
this section shall apply to influenza vaccines and tetanus-
diptheria boosters administered on or after Januar: 1.
1993,

SEC. 403. COVERAGE OF WELL-CHIILD CARE.

{a) IN GENERAL.—Section 1361(s1(2) of the Social
Security Act (42 T.8.C. 1395x(s1(2)) is amended—

(1) by swmiking “and” at the end of subpara-

graph (O};

(2) by striking the semicolon at the end of sub-
paragraph (P) and inserting ": and™"; and

(3) by adding at the end the following new sub-
paragraph:

Q) well-chuld services (as defined in subsec-
tion (1)1{1)) provided to an individual entitled to ben-

efits under this ritle who is under 7 vears of age.”

lm e a . AR AR I e A
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1 (b) SERVICES DEFINED.—Section 1361 of such Act
2 (2 U.8.C. 1395x) 1s amended—
3 (1) by redesignating the subsection (}j) added
4 by section 4163(a}i2) of the Omnibus Budget Rec-
5 onciliation Act of 1990 as subsection (kk): and
6 (2} by wnserting after subsection (kk) (as so re-
7 designated) the following new subsection:
8 “Well-Child Services
9 “(I)(1) The term ‘weli-child services’ means well-

10 child care. including routine office visits. routine immuni-
11 zations (including the vaccine itself), routine laboratory
12 tests, and preventive dental care. provided in accordance
13 with the periodicity schedule established with respeect
14 the services under paragraph (2).

15 (2) The Secretary, in consultation with the Ameri-
16 can Academy of Pediatries, the Advisory Committee on
17 Immunization Practices, and other entities considered ap-
18 propriate by the Secretary. shall establish a schedule .t
19 periodicity which retlects the appropriate frequency with
20 which the services referred to in paragraph (1) should L~
21 provided to healthy children. .

22 (e} CONFORMING  AMENDMENTS.—(1)  Secticr.
23 1862{al{l) of such Act 42 TU.S.C. 1395vtab(li. .-
24 amended by sections 40Libidi(A) and 402(b.

25 amended—
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(A) in subparagraph (Gi. by siriking “and’ at
the end;

(B) in subparagraph (Hi, by striking the semi-
colon at the end and inserting ', and": and

(C) by adding at the end the following new sub-
paragraph:

“(I) In the case of well-child services, which are
provided more frequently than is provided under the
schedule of periodicity established by the Secretary
under section 15361(11)(2) for such services;" .

(2) Section 1362(a)(7) of such Act (42 USC
13953(a)(7)), as amended by sections 401lib)(4}{B) and
4+02(c), 1s amended by striking “or (H)" and inserting
“(H). or (D7

{d) EFFECTIVE DATE.—The amendments made by
this section shall apply to well-child services provided on
or atter January 1, 1993.

SEC. 404. ANNUAL SCREENING MAMMOGRAPHY.

(a) ANNTAL SCREENING JMAMDIOGRAPHY FOR
WOMEN OVER AGE bi.—Section 1534(e)(2)(A) of the So-
ctal Securmty Act 42 U.S.C. 1395mibi2)}AN s
amended—

(1) m clause (v}, by striking “but under 63
vears of age.’; and

(2} by striking clause (v).

Januarv 28. 1992 (6:12 o.m.}



FAEGGA\IHCANIHCA.DMP HLC

—

Ln =N LD ({9]

o 00 -1 Dn

10
11

13
14

16
17

18
19

20

[ {S]
—

[RS]
[

(3]
(U8

100
(b) EFFECTIE DATE.—The amendments made by
subsection (a) shall apply to screening mammography per-
formed on or after January 1, 1993,
SEC. 405. OUTPATIENT DIABETES EDUCATION SERVICES.
(a) IN GENERAL.—Section 1361{s)(2) of the Social
Security Act (42 T.3.C. 1395x(s1(2)), as amended by see-
tion 4+03{a), 1s further amended—
(1) by striking "and” at the end of subpara-
graph (P},
{2) by adding and” at the end of subpara-
graph (Q); and
{3) by adding at the end the following new sub-
paragraph:
(R} outpatient diabetes education services !as
defined in subsection (co}}.".
(b) DEFINITION.—Section 1361 of such Act (42

T.5.C. 1395x) is amended by adding at the end the follow-

Ing new subsection:

“OUTPATIENT DIABETES EDUCATION SERVICES

“{00)(1} The term ‘outpatient diabetes education
services’ means educational and training services fur-
nished to an individual with diabetes by or under arrange-
ments with a certified provider {as described in paragraph
{23(A}) n an outpatient setting by an indindual or entity
who meets the qualitv standards deseribed in paragrapl

(2)(B). but only if the physician who 1s managing the indi-

Januare 28 1992 (8112 p.m)
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1 +1dual's diabetic condition certifies that such services are

h += (oY (]

O o0~ h

10
11
12
13
14
15
16
17
18
19
20
21

22

needed under a comprehensive plan of care related to the
individual's diabetic condition to provide the individual
with necessary skills and knowledge (including skills relat-
ed to the self-administration of injectable drugs) to par-

ticipate in the management of the ndindual’s condition.

**(2) In paragraph (1)—

“{A) a ‘certified provider’ is an individual or
entity that, in addition to providing outpatient dia-
betes education services, provides other items or
services for which payment may be made under this
titie; and

“{B) an individual or entity meets the quality
standards deseribed in this paragraph if the individ-
ual or entity meets quality standards established by
the Secretary, =xcept that the individual or entitv
shall be deemed to have met such standards if the
individual or entity meets appiicable standards es-
tablished by the National Diabetes Advisory Board
or is certified by the American Diabetes Association
as qualified to furnish the services.”.

(¢) CONSULTATION WITH ORGANIZATIONS IN ESTAB-

23 LISHING PATYMENT AMOUNTS FOR SERVICES PROVIDED

24 BY PHYSICLANS.—In establishing payment amounts under

25 section 1343(a) of the Social Security Act for physicians’

A 1AM /B YD A e b
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services consisting of outpatient diabetes education serv-
lces, the Secretary of Health and Human Services shall
consult with appropriate organizations, including the
American Diabetes Association. in determining the rela-
tive value for such services under section 1348(c)(2) of
such Act.

(d) EFFECTVE DATE.—The amendments made by
this section shall apply to services furnished on or after
January 1. 1993.

SEC. 406. DEMONSTRATION PROJECTS FOR COVERAGE OF
OTHER PREVENTIVE SERVICES.

(a) ESTABLISHMENT.~—The Secretary of Health and
Human Services (hereatter referred to as the "*Secretary’)
shall establish and provide for the conduct of a series ot
ongoing demonstration projects under which the Secretar~
shall provide for coverage of the preventive services de-
scribed in subsection ¢} under the mnedicare program in
order to determine—

(1) the feasibility and deswrability of expanding
coverage of medical and other health services under
the medicare program to include coverage of such
services for all individuals enrolled under part B of
title XVTIT ot the Social Security Act; and

(2} appropriate methods for the delivery ot

those serices to ni-llcare beneficiaries.



FAEGG\IHCANIHCA.DMP HLC

2

Lh L

O 0o -1 O

103

(b) SITEs FOR PROJECT.—The Secretary shall pro-
vide for the conduct of the demonstration projects estab-
lished under subsection (a) at the sites at which the Secre-
tary conduets the demonstration program established
under section 9314 of the Consolidated Omnibus Budget
Reconeiiiation Aet of 1955 and at such other sites as the
Secretary considers appropriate.

(¢} SERVICES UOVERED UNDER PROJECTS.—The
Secretary shall cover the rfollowing services under the se-
ries of demonstration projects established under subsec-
tlon (al:

{1) Glaucoma screening.

(21 Cholesterol screening and cholesterol-redue-
mg drug therapies.

(3) Screening and treatment for osteoporosis.
meluding tests for bone-marrow density and hor-
mone replacement therapy.

(4) Screening services for pregnant women, -
cluding ultra-sound and chlamydial testing and mu-
ternal serum alta-fetoproteln.

{3) One-time comprehensive assessment for in-
dividuals beginning at age 62 or 75.

(6) Other s-rvices considered appropriate by 7!

Secretary.
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(d) REPORTS TO CONGRESS.—Not later than October
1. 1994, and every 2 years thereatter. the Secretary shall
submat a report to the Committee on Finance of the Sen-
ate and the Commirttee on Ways and Means and the Com-
mittee on Energy and Commerce of the House of Repre-
sentatives deseribing findings made under the demonstra-
tion projects conducted pursuant to subsection (a} during
the preceding 2-vear period and the Secretary’s plans for
the demonstration projects during the succeeding 2-vear
period.

(¢) AUTHORIZATION OF APPROPRIATIONS.—Tliere
are authorized to be appropriated from the Federal Sup-
plementary Medical Insurance Trust Fund for expenses
mewred In carrving out the series of demonstration
projects established under subsection (a) the tollowing
amounts:

(1) $4.000.000 for fiscal vear 1993.

(2) $1,000.000 for fiscal vear 1994.

(3) $5.000.000 for fiscal vear 1995.

(+) $5.000.000 for fiscal vear 1996.

{5) $6.000.000 for fiscal year 1997.
SEC. 407. OTA STUDY OF PROCESS FOR REVIEW OF MEDI-
CARE COVERAGE OF PREVENTIVE SERVICES.
(a) STUDY.—The Director of the Office of Technol -

gv Assessment ihersarter referred to as the “Director
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shall. subject to the approval of the Technology Assess-
ment Board. conduet a study to develop a process for the
regular review for the consideration of coverage of preven-
tve services under the medicare program. and shall -
clude in such study a consideration of different tipes of
evaluations. the use of demonstration projects to obtain
data and experience, and the types of measures, outcomes,
and criteria that should be used m making coverage deci-
sS1ons.

(b} REPORT.—Not later than 2 vears after the date
of the enactment of this Aect. the Director shall subnurt
a report to the Committee on Finance of the Senate an
the Committee on Ways and Means and the Committee
on Energy and Commerce of the House of Representatives

on the study conducted under subsection {a).

TITLE V—LONG-TERM CARE
INITIATIVES

SEC. 501. TREATMENT OF LONG-TERM CARE INSURANCE
OR PLANS.

(a) GENERsL RULE.—Chapter 79 of the Internm
Revenue Code of 1936 irelating to definitions) is amendedl
by inserting after section 7 702A the following new section:
“SEC. 7702B. TREATMENT OF LONG-TERM CARE INSURANCE

OR PLANS.

“{a) GENERAL RiLE—For purposes of this ttle—
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“(1) a long-term care insurance contract shall
be treated as an accident or health mnsurance con-
tract,

"(2) amounts received under such a contract
with respect to qualified long-term care services shall
be treated as amounts received for personal injuries
or sickness, and

“(3) any plan of an emplover providing quali-
fied long-term care services shall be treated as an
accident or health plan.

“lb) LONG-TERM CARE INSURANCE CONTRACT. —

“(1) IN GENERAL.—For purposes of this title.
the term ‘long-term care Insurance contract’ means
any nsurance contract it—

“(A) the only insurance protection provid-
ed under such contract is coverage of qualified
long-term care services and benefits inecidenrtal
to such coverage.

“(B} such contract does not cover expenses
imcurred tor services or items to the estent thart
such expenses are reimbursable under rtitle
XVIII of the Social Security Act or would be so
reimbursable but for the application of a de-

ductible or commsurance amount.
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(") such contract 1s guaranteed renew-
able,

(D} such contract does not have anv cash
surrender value,

“iE) all refunds of premiums. and all pol-
icyholder dividends or similar amounts, under
such contract are to be applied as a reduction
In future premiums or to increase future bene-
fits. and

“{IM such contraet is certified under para-
graph (3} by the Secretarv of Health and
Human Services as meeting the requirements of
this subsection.

(2] SPECIAL RULES.—

“{A) PER DIEM, ETC. PATMENTS PERMIT-
TED.—2A contract shall not fail to be treated as
described 1n paragraph (1){A) by reason of pay-
ments bemng made on a per diem or other pen-
odic basis without regard to the expenses -
curred during the period to which the payments
relate.

“(B1 CONTRACT MAY COVER MEDICARE
RETMBURSABLE EXPENSES WHERE MEDICARE
IS SECONDARY PATOR—Paragraph (1)(B) shall

not apply - ~xpenses which are reimbursabl-
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under title NVIIT of the Soecial Seeurit Act
only as a secondary payor.

“1C) REFUNDS OF PREMIUMS.—Paragraph
{1)(E) shall not apply to any refund of premi-
ums on surrender or cancellation of the con-
tract.

“(3) CERTIFICATION PROCESS.—

“(A) IN GENERAL.—For the purposes of
paragraph (1) the Secretarv of Health and
Human Services thereinafter in this paragraph
referred to as the "Secretary’) shall establish a
certification program (which meets the require-
ments set torth in subparagraph (B}} for long-
term care mmsurance.

“(B) PROGRAM REQUIREMENTS.—A pri-
gram meets the requirements of this subpara-
graph if under the program—

(1) 1ssuers may submit policies v
certification.

ru) certifications are for periods of !
vear,

iy there may be printed on eaci:
poliey which 1s certified by the Secreta~

an =mbirm or symbol approved by the =
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1 retary which 1dentities the policv as so cer-
2 tfied. and

3 “(iv) the Secretary notifies each State
4 of each poliex so certified.

5 “{C) STATE.—For purposes of tlus para-
6 graph. the term "Srtate’ includes the Distriet of
7 Columbia and any possession of the United
8 States.

9 1D REGULATIONS.—The Secretary mav
10 prescribe such regulations as necessarv or ap-
11 propriate to carry out this paragraph.

12 “te) QUALIFIED LoNG-TERM CARE SERVICES.—Ior

13 purposes of this section—

14 (1} IN GENERAL.—Tlie term ‘gualified lone-
15 rerm care services means necessarv diagnostic, pre-
16 ventive, therapeutic. and relhabilitative services. and
17 maintenance or personal care services, which—

18 “iA) are required by a chronically ili inu-
19 vidual in a qualified faciity. and

20 1B} are provided pursuant to a plan ot
21 care preseribed by a licensed health care pract-
22 tioner.

23 "(2) CHRONTCALLY ILL INDIVIDUAL . —

24 A I GENERAL.—The term “chromcali

1

25 il individual’ means any individual who L



FAEGG\IHCANIHCA DMP HL.

110
1 been certitied by a licensed hLealth care practi-
2 tioner as—
3 “i{1n]I) being unable to perform iwith-
4 out substantal assistance from another in-
5 dividual’y at least 2 activities of daiy living
6 (as defined in subparagraph (B)) due 1o a
7 loss of functional capacity, or
8 “(II) having a level of disability simi-
9 lar 1as determined by the Secretarv in con-
10 sultation.with the Secretary of Health and
11 Human Services) to the level of disabilitv
12 described 1n subelause (I). or
13 1) having a similar level of disabil-
14 ity due to cognitive impalrment.
15 T(B) ACTIVITIES OF DAILY LIVING.—For
16 purposes of suoparagraph (A), each of the rol-
17 lowing 1s an acuvity of datly lving:
18 “i1) BATHING.—The overall complex
19 behavior of getting water and cleansing th-
20 whole body. meluding tarming on the warter
21 for a bath. shower, or sponge bath. gerting
22 to, m. and out of a tub or shower. anid

23 washing and drving oneself.
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1 vt DRESSING.—The overall complex
2 behavior of getting clothes from closets
3 and drawers and then getting dressed.
4 “(il) TOomETING.—The act of going
5 to the toiet room for bowel and bladder
6 function. transterring on and off the totlet.
7 cleaning atter elimination. and arranging
8 clothes or the ability to voluntarily control
9 bowel and bladder function. or in the event
10 of mecontinence. the abilitv to maintain a
11 reasonable level of personal hygiene.
12 (v TRANSFER.—The process of get-
13 ting in and out of bed or in and out of a
14 chair or wheelehair.
15 civy EATING.—The process of getting
16 food from a plate or its equivalent 1to the
17 moutly.
18 (3} QUALIFIED FACILITY.—The term ‘quali-
19 fled facility’ means—
20 1Al a nursing. rehabilitauve. hospice, or
21 adult day care tfaciity rincluding a hospital. r--
22 tirement home. nursing home, skilled nursing
23 faciity. mrermediate care faciity. or simuilar in-
24 stitution —
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i1y which 1s leensed under State la,
or
vt which s a certified faeilitv for
purposes of title XVIIT or XIX of the So-
clal Securitr Act, or
1B} an individual's home if a licensed
health care practitioner certifies that without
home care the mdividual would have to be cared
for in a faciity deseribed in subparagraph 1A
“(+) MAINTENANCE OR PERSONAL CARE SERYV-
ICES.—The term 'maintenance or personal care serv-
lces’ means any care the primary purpose of which
1s to provide needed assistance with any of the ac-
trvities of daily living described in paragraph (211 B,
"(3) LICENSED HEALTH CARE PRACTITION-
ER.—The term ‘licensed health care practitioner’
means any plivsician (as detined m section 1361 r
of the Social Security Aet) and any registered pro-
fessional nurse. licensed soclal worker. or other indi-
vidual who meets such requirements as mayv be pr--
seribed by the Secretary.

“id) CONTINTATION COVERAGE EXCISE Tax NoT

To APPLY.—This s-crion shall not apply in determinine

whether section 4%>1B  relating to faillwe to satistv con-
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tinuation coverage requirements of group health plans) ap-
plies.”
(b CLERICAL MAMENDMENT.—The table of sections
for chapter 79 of such Code is amended by inserting after

the item relating to section 77024 the following new item:

“See. 7T02B. Treatment of long-term care insurance or pians.”
(¢} STUDY.—The Secretary of Health and Human
Services shall (in consultation with the National Associa-
tion of Insurance Commissioners. representatives of major
aging organizations. and representatives of emplovee
health benefits organizations) conduct a comprehensive
study of—
(1) all policies bemg offered as of Januarv 1.
1993, which are purported to provide benefits suct
as those described mn section 7702Bict of the Inter-
nal Revenue Code of 1956,
(2) the various methods that States use to r-u-
ulate such polieles,
(3) the sale. marketing., and promotional activ-
ties of such persons who 1ssue such policies,
{) specific methods to promote price compet:-
tzon of such policies: and
t5) specitic methods for disseminating inform.:-
tion as to the ne-d and avaidability of such polici~-

for individuals
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1 Such study shall be submitted to the Congress not later

2 than January 1. 1994,

3 td) ANNTAL REPORT.—The Secretarv of Health and
4 Human Services shall submit annually to the Congress a
5 report of the program established pursuant to section
6 7702B(b1i3) of such Code. Such report shall include—

7 (1} types and numbers of policies certified
g under such program.

9 (2) types and numbers of policies not certified
10 under such program.
11 13) any recommendations such Secretarv max
12 have for changes in legislation or regulatory prac-
13 tices under such program. and
14 (+) the Secretarv’s recommendation whether
15 such a certification program should continue.

16 SEC. 502. QUALIFIED LONG-TERM SERVICES TREATED AS
17 MEDICAL CARE.

18 la) GENERAL RULE.—Paragraph (1} of section
19 213td) of the Internal Revenue Code of 1936 (defining
20 medical care) 1s amended by strikang “or” at the end of
21 subparagraph (Bi. by redesignating subparagraph 11 as
22 subparagraph (D). and by mnserting after subparagrapis
23 (Bi the following new subparagraph:

24 (0 for gualdified long-term care services

25 (as defined m section 1102Bie), or”
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(b} TECHNICAL AMENDMENTS —

11) Subparagraph D) of section 213idjil; of
such Code f(as redesignated by subsection (an is
amended by striking subparagraphs (A) and (BT
and Inserting “subparagraphs tA). (B, and (O,

(2) Paragraph (6) of section 2131d) of such
Code 1s amended—

(A) by striking “subparagraphs (A) and

(B)" and inserting ‘“subparagraphs (A), (Bi.

and (C)", and

(B) by striking “paragraph (1)(C}" in sub-
paragraph (A) and inserting “paragraph

(D

(3) Paragraph (7} of section 213(d) of such
Code 1s amended by strising “subparagraphs A
and (B)" and inserting “subparagraphs (Aj. (B

and ().

{¢) EXCLUSION FOR BENEFITS.—Subsection (b1 orf

section 105 of such Code 1s amended by inserting “"as ben-
efits under a long-term care insurance contract (as detine|
in section 1702Bihii or” atter “to the taxpayer.

SEC. 503. TREATMENT OF PREFUNDED LONG-TERM CARE

BENEFITS.

ta) IN GENERAL —
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111 Paragraph 2} of section +19Aie) of the In-
ternal Revenue Code of 1956 irelating to additional
reserve for post-retirement medical and life insur-
ance benefits] s amended by striking “or” at the
end of subparagraph A, by striking the period at
the end of subparagraph 1B} and mserting . or’.
and by adding at the end thereof the following new
subparagraph:

“(CY post-retirement long-term care bene-

fits to be prowvided to covered emplovees.”

(2) The paragraph heading for such paragraph
(2) 13 amended by inserting , LONG-TERM CARE."
after "MEDICAL .

‘b1 RESERVE FOR LoONG-TERM CARE BENEFIT=

MUsST BE NONDISCRDIONATORY. —

(1) Paragraph (1) of section 419A(e) of such
Code (relating to special limitauon on reserves ror
medical benefits or life insurance venefits provided
to retired emplovees) 1s amended by msertng
long-term care benefits,” after “medical benefits”
each place it appears.

(21 The subsection heading for secuon +19A=.
of such Code s amended by mserting . LONG-TERA)!

TARE BENEFITS. after "MEDICAL BENEFITS .
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{ey LONG-TERM CARE BENEFITS. —Subsection (f) of

section 4194 of such Code 15 amended by adding at the

end thereof the following new paragraph:

(51 LONG-TERM CARE BENEFIT—The term
‘long-term care benefit’ means a benefit which pro-
vides (directly or through insurance) qualified long-
term care services tas defined in section 7702B(c)1.
Such term shall not include any benefit provided
through insurance unless the emplovee mayx elect to
continue the msurance upon cessation of participa-
tion in the plan.”

(d} RULES FOR CERTAIN TAax-EXEMPT ORGANIZA-

TIONS.—

(1) Clause 11 of section 512¢ai(31(B1 of such
Code 1s amended by nserting before the comma at
the end thereot "lincluding long-term care henerirs,
as defined 1n section 4+19A(£1151}7

(2) Clause 1) of section 512(ai(3NHE) of such
Code 15 amended by striking “section +19A(cn 2 A
for post-retirement medical benefits” and nsertis
“subparagraph A or (C) of section 419Acci2) i
post-retirement medical and long-term care bene-

fits’.
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1l SEC. 504. QUALIFIED LONG-TERM CARE INSURANCE CON-
2 TRACTS PERMITTED TO BE OFFERED IN CAF-
3 ETERIA PLANS.

4 Paragraph (2) of section 1251d) of the Internal Reve-
5 nue Code of 1936 irelating to the exclusion of deferred
6 compensation) 1s amended by adding at the end thereor
7 the following new subparagraph:

8 D1 EXCEPTION FOR LONG-TERM CARE
9 INSURANCE CONTRACTS.—For purposes of sub-
10 paragraph (A a plan shall not be treated as
11 providing dererred compensation by reason of
12 providing any long-term care insurance contract
13 (as defined mn section T702B(b)) if:
14 1) the emplovee may elect to contin-
135 ue the insurance upon cessation of partici-
16 pation in the plan. and

17 “i1i) the amount paid or incurred Jur-
18 ing any taxable vear for such nsurance
19 does not exceed the premium which wouli
20 have been pavable for such yvear under
21 level premuium structure.”

22 SEC. 505. CERTAIN EXCHANGES OF LIFE INSURANCE CON-

23 TRACTS FOR LONG-TERM CARE INSURANCE
24 CONTRACTS NOT TAXABLE.
25 Subsection (a) 7 section 1035 of the Internal Rev--

26 nue Code of 1936 1r-l.-:ns 1o certain exchanges of inswe-
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ance contracts} 1s amended by striking the period at the
end of paragraph (3) and mserting *: or . and by adding
at the end thereof the following new paragraplu:

{4} a contract of life inswrance or an endovw-
ment or anmuty contract for a long-term care msur-
ance contract.

SEC. 506. TAX TREATMENT OF ACCELERATED DEATH BENE-
FITS UNDER LIFE INSURANCE CONTRACTS.
Section 101 of the Internal Revenue Code or 19%6
(relating to certain death benefits) is amended by adding
at the end thereof the following new subsection:
“(g) TREATMENT OF CERTAIN ACCELERATED
DEATH BENEFITS. —

1) IN GENERaL.—For purposes of this sec-
tion. anv amount paid or advanced to an mdividual
under a life insurance contract on the life of an
msured—

“(A) who 1s a termunally il individual. or
“{B) who 1s a chronically Il individual ras
defined in section T702B(ei(21} who 1s confined
to a qualified facility (as defined In section

TT02Bleyi3 0,

shall be treated as an amount paid by reason of th~

death of such msured.
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1 “(2) TERMINALLY ILL INDIVIDUAL.—For pur-
2 poses of this subsection. the term ‘termunally- il indi-
3 vidual’ means an individual who has been certified
4 by a plisician as having an illness or physical condi-
3 tion which can reasonably be expected to result in
6 death in 12 months or less.

7 *(3) PavsICIaN.—For purposes of this subsec-
g tion. the term 'physician’ has the meaning given to
9 such term by section 213¢d)t4}."”

10 SEC. 507. EXCLUSION FROM GROSS INCOME FOR AMOUNTS

11 WITHDRAWN FROM INDIVIDUAL RETIRE-
12 MENT PLANS FOR QUALIFIED LONG-TERM
13 CARE INSURANCE.

14 Subseetion idi of section 108 of the Internal Revenue

15 Code of 1956 (relating to tax treatment of distributions
16 from individual retirement plans) is amended by adding

17 at the end thereot the following new paragraph:

18 (3} DISTRIBUTIONS FOR QUALIFIED LONG-
19 TERM CARE INSURANCE PREMIUMS.—If—

20 (A} the amount of any distribution or
21 payment 1s used (during the taxable vear in
22 which such distribution or payment occurs) to
23 pav premiums for any policy of qualified long-
24 term care nsurance las defined In section

25 349(b1 for the benefit of the pavee or distribn-
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tee, his spouse. or any parent of the pavee or
distributee or lus spouse. and
“i{B) such distribution or payment oceurs
after the date the pavee or distributee attains
59%a,

then such amount shall not be includible in the gross

of such payee or distributee.”

SEC. 308. EXCLUSION FROM GROSS INCOME FOR AMOUNTS
ON THE SURRENDER OR CANCELLATION OF
ANY LIFE INSURANCE POLICY WHICH ARE
USED TO PAY PREMIUMS FOR QUALIFIED
LONG-TERM CARE INSURANCE.

{a) IN GENERAL.—Part III of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1936 (relaung to
items specifically excluded from gross income) is amended
by redesignating section 136 as section 137 and by mnsert-
Ing atter section 135 the following new section:

“SEC. 136. AMOUNTS RECEIVED ON CANCELLATION, ETC.,
OF LIFE INSURANCE CONTRACTS AND USED
TO PAY PREMIUMS FOR QUALIFIED LONG-
TERM CARE INSURANCE.

“No amount which would (but for this section) be m-
cludible in the gross income of an mdividual shall be =0
included on the whole or partial surrender, cancellation,

or exchange of any lifs msurance contract during the rax-
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1 able vear to the extent that the amount othervise melud-

2 1ble in gross income is used during such vear to pav prem-
3 wms for any policv of gualified long-term care nsurance

4 {as defined mn secrion ~29%ib for the benetit of sueh 1ndi-

Lh

vidual. his spouse. or any parent of such indivicdual or
spouse.”
(b} CLERICAL AMENDMENT.—The table of sections

for such part III is amended by striking out the last item

O 00 -1 O

and inserting in lieu thereof the following:

“Sec. 136, Amounts recerved on cancellation, ete., of life nsur-
ance contracts and used to pay premnims for quaii-
fled long-term care insurance.

“Sec. 137, Uross references to other Acrs.”

10 SEC. 509. TAX TREATMENT OF COMPANIES ISSUING QUALI-

11 FIED ACCELERATED DEATH BENEFIT RID-
12 ERS.
13 (a) QUALIFIED ACCELERATED DEATH BENEFIT RiT-

14 ERS TREATED as LIFE INSURANCE.—Section 51> of the
15 Internal Revenue Code of 1936 (relating to other defini-
16 rtions and special rules) 1s amended by adding at the -nl
17 thereof the following new subsection:

18 "(g) QUALIFIED ACCELERATED DEATH BENEFIT
19 RIDERS TREATED A% LIFE INSURANCE.—Ior purposes .©
20 tlus part—

21 11y IN GENERAL.—Any reference to a life in-

22 surance contract ~iall be treated as meluding a -
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erence to a qualified accelerated death benefit rider
on such contract.
“(2) QUALIFIED ACCELERATED DEATH BENE-
FIT RIDERS.—For purposes of this subsection, the
term ‘qualfied accelerated death benefit rider
means any rider or addendum on, or other provision
of a life insurance contract which provides for pay-
ments to an individual on the life of an insured upon
such insured—
“(A) becoming a terminally il individual
fas defined m section 101(g)(2)). or
“(B) becoming a chronically iil individual
(as defined in section 7702B(e)(2}} who 1s con-
fined to a qualfied faciity (as defined in sec-
tion 7702B(e)i3i"

(by DEFINITIONS OF LIFE INSURANCE AND MoDI-

FIED ENDOWMENT CONTRACTS. —

{1) RIDER TREATED AS QUALIFIED ADDITIONAL
BENEFIT.—Paragraph (3)(4) of section 7702(f) or
such Code 1s amended by strikang “or” at the enid
of clause (iv). by redesignating clause (v} as clause
{vi}, and by inserting after clause (1v) the followin:
new clause:

iv any qualified accelerated dearti:

benefit ruler f(as defined m section
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315({g)(2}} or any long-term care Insurance
contract rider which reduces the death
benefit, or”

{2} TRANSITIONAL RULE.—For purposes of ap-
plying section 7702 or 77027 of the Internal Reve-
nue Code of 1956 to any contract (or determining
whether either such section applies to such con-
tract), the issuance of a rider or addendum on. or
other provision of, a life insurance contract permit-
ting the acceleration of death benefits (as described
m section 101(g) of such Code) or payments tor
qualified long-term care services (as defined n sec-
tion 7702B of such Code) shall not be treated as a
modification or material change of such contract.

SEC. 510. INCLUSION IN INCOME OF EXCESSIVE LONG-
TERM CARE BENEFTTS.

{a} IN GENERAL.—Part II of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1986 (relating
items specifically included in gross mmcome) 1s amended by
adding at the end thereof the following new section:

“SEC. 91, EXCESSIVE LONG-TERM CARE BENEFITS.

“(a) GENERAL RULE.—Gross income for the taxable:
vear of anv individual mncludes excessive long-term care
benefits received by or for the benefit of such individual

during the taxable vear.
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“(b) EXCESSIVE LoNG-TERM CARE BENEFITS.—
“(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘excessive long-term care benefits’
means the excess (if any) of—

“{A) the aggregate amount which is not
includible in the gross income of the indmvidual
for the taxable vear by reason of the amend-
ments made by the title V of the Action Now
Health Reform Act of 1992 (determined with-
out regard to this section and section 101(g).
over

(B} the aggregate of 3200 for each dar
during the taxable year that such indiidual—

(1) was a chronically Ul individual (as
defined 1n section 7702B(c)(21). and
(1) was confined to a qualified facil-
ty {as defined in section 7702B(e}(3)).
(2} INFLATION ADJUSTMENT.—In the case of
any taxable vear beginning after 1992, the 3200 n
paragraph (1:¢B} shall be increased by an amount
equal to—

“{A) $200. multiplied by

“(B) the cost-of-living adjustment deter-
mined under section 1i£}(3). for the calendar

vear in which the taxable vear begins. by subst-
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1 tuting ‘calendar vear 1990 for ‘calendar vear
1989° mn subparagraph (B) thereof.

If any dollar amount determined under this para-
graph 1s not a multiple of $10. such dollar amount
shall be rounded to the nearest multiple of $10 (or.
if such dollar amount is a multiple of $5. such dollar
amount shall be increased to the next higher multi-

ple of $10)."

0 00 ~1 O L B oW R

(b) CLERICAL AMENDMENT.—The table of sections
10 for such part I is amended by adding at the end thereof

11 the following new item:

“Sec. 31. Excessive long-term care benefits.”

12 SEC. 511. EFFECTIVE DATE.
13 The amendments made by this title shall apply to tax-
14 able vears beginning before. on. or after the date of the

15 enactment of this Act.



