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ACTION NOW HEALTH REFORM ACT* 
summary 

1-29-92 

TITLE I - IMPROVED ACCESS TO AFFORDABLE HEALTH INSURANCE 

Subtitle A - Health Deduction Fairness 

- Permanent increase in the tax deduction for health 
insurance cost for self-employed individuals from 25% to 
100%. 

Subtitle B - Increased Insurance Affordability and Availability 
for Employees of Small Employers 

- Requires states to implement reforms in small group 
insurance market (businesses with 2 to 35 employees) in 
accordance with standards developed by the National 
Association of Insurance Commissioners (NAIC). 
[previous draft covered businesses with 3 to 25 employees] 

- Requires all insurers in small group market to offer a 
core benefits plan and enroll all who apply for coverage. 

- Requires insurers to conform to consumer protection rules 
regarding: 

- limits on medical underwriting 
- limits on premium rates and annual rate increases 

- Requires states to establish either a re-insurance 
mechanism or an appropriate alternative system (e.g. 
allocation of high risk enrollees to insurers) for shar ing 
of high risk enrollees among insurers. 
[previous draft did not include allocation alternative] 

- Preempts state mandates for insurance plans sold i n the 
small group market. 

- Limits pre-existing condition requirements as a bas is fo r 
renewal of enrollees in the small employer health insurance 
market (assured portability of coverage). 

* [ Indicates a change from the previous DRAFT BIIL] 
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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. 

[ Subtitle 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 a nd 
evaluation of alternative dispute resolution systems. 

Subtitle B - Expansion of Medical Practice Guidelines 

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

* [Indicates a change from the previous DRAFT BIIL] 
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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 Mig r a nt 
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 DRAFJ' BILL] 
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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 
quality 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 canc er, 
tetanus-diptheria immunizations, and outpatient diabetes 
education. 

* [ Indicates a change from the previous DRAFT BILL] 
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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 previou.s DRAFT BIIL] 



' 

Issue 

Access 

Deductibility of health 
insurance premiums for 
the self-employed 

Emergency medical 
services operating in rural 
areas 

Air transport systems for 
emergency health care 
services in rural areas 

Extension of special 
treatment in payments for 
rural Medicare dependent 
hospitals 

Comparison of Legislative Proposals Submitted 
by the House Republicans and by the Administration 

Administration Proposal House Republicans (H.R. 5325) 

Would phase-in increase in deductible amount from 25% Would increase deductible amount from 25% to 

to 100% (25% until 12/31/93; 50% between 1/1/94 and 100% as of 1/1/93 
12/31/95; 100% after 12/31/95). 

' 

: 
•'-'" t 

:; 

. .,r- •. Would establish Office of Emergency Medical 
·,,: 

Services to provide technical assistance to state ·.• 

~ 

.·; 

EMS programs 
-~ /. ..,.,:.;,,,, ,,, ~ /,:_, 

'-1 
.:.; 

., . • ·i~ I 

,. \' ,. 
' 

, ~-.· r Would provide incentives for improving state EMS 
" .,:-

~ -,,. r,,: "'" 
'f:T: ~: 

}' -~ program through matching grant program ',, -. 
, , .. 

·"' - l" ' \'I 

" . Would provide federal grants to states for 
~ ' . demonstrations of telecommunications links . ., ~~ 

t '. ·;..,:, between rural and urban health care facilities 

•' 
., 

/ ,. =' Would provide federal grants to states for 
' 

,. 
' . " ' "' ' . " development or improvement of rural air transport 

r , ~- .,.. -,.., _,.,, 
,, 

I·',, ' 
" """\ systems for medical emergencies . 

·( :,: 

4,: 
..., . Would extend adjustment included in OBRA '89 

' 
l -

~..-. providing small rural Medicare dependent hospitals . , 
. . ., with an additional hospital payment to offset unique 

(: . 
' ' .t "'' financial risk from treating a high percentage of ~: 

1,- - . Medicare patients under prospective payment ~ 
~ --

1~- system 
' 
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Issue Administration Proposal House Republicans (H.R. 5325) 

' 
Community health services Would increases current authorization for 
extension , ·,· Community and Migrant Health Centers (C/M HCs) 

:.. 
., 

" to expand access to primary care services. 
•· ·k i.i 

' 
; 

.·• ,, Authorized to the following levels: 

•· 
FY 1993 $100 million 

' FY 1994 $200 million " 
.. . i/ 

FY 1995 $300 million 
1;. ..... ., FY 1996 $400 million 

' j ·•· 
. •· ...... 

., 
t:, FY 1997 $500 million T :; , 

-•· .... t .!! ' i" Would reduce cost of medical liability expenses for X:· }'.i ' I '':..;'J.. 
Ji . ,, 

... ,, .. . C/M HCs by covering their health care professionals 
~ .1 ,' . under the Federal Tort Claims Act ; ' " ~--

, ' •Z 
" 

~- , ... )' i 
! ,,. •· . ."~ " 

,. .. 
"•· Would authorize demonstration grants to ,. . ;;.:· 

,. ~--
;.. ~ r . 

'"fJ · "' -~ 4t,,, communities for improve the delivery and ._ .~,•J ·H 

' coordination of health care services , ....... 

Small Employer Market Reform 

Establishment of an Office '· 
Establishes an Office of Private Health Care 

;; 

of Private Health Care .:;c.: .--'' Coverage to be headed by a Director appointed by 
, . ~-- .. ''i 

Coverage ,T,, - the Secretary of HHS. ... 1' 

Size of firm 2-50 employees ' 2-35 employees . .'{, 

Eligible employee Wor1<s at least 30 hours per week on a monthly basis Same 

Implementation State implementation with Federal backup. HHS would Similar, but gives responsibility for developing 
establish regulations with advice from NAIC. regulations to NAIC, subject to limited review by 

·"- L-; 
!j.:,, HHS. 



Issue 

Increased availability of 
health insurance for small 
employers 

Guaranteed eligibility of 
employees of small 
employers 

Basic health insurance 
plan for small employers 
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Administration Proposal 

Any insurer offering a health insurance plan to any small 
employer in a State would be required to: make that plan 
available to every small employer in the State; make 
available to every small employer a basic insurance plan 
(when required); and not cancel or refuse to renew any 
small employer health insurance plan. 

Would apply to all small group coverage. 

Would require each health insurance plan offered to any 
small employer in a State to accept for enrollment every 
eligible employee (or family member). Criteria related to 
health status or claims experience could not be used to 
determine eligibility for, benefits under, or terms of such 
health insurance for individual employees. 

-

No Federal benefit package defined. 

. ' 

State could define a basic benefit pian, with approval 
from Secretary of HHS, that would be required to be 
offered to all small employers in a state by insurers 
offering any health insurance plans to any small 
employers in the State. 

House Republicans (H.R. 5325) 

Would require insurers to make available health 
coverage to small employers for at least a 
"MedAccess" plan. Insurers must offer either a 
basic plan or a standard plan. May offer other 
plans that would not be subject to the availability 
requirements. 

Each MedAccess plan: must accept every small 
employer in the State that applies for coverage; 
must accept every eligible individual; and may not 
place any restriction on the eligibility of an 
individual to enroll so long as the individual is 
eligible. 

Would apply to MedAccess plans only. 

Would require that no exclusions on coverage be 
placed on small employer group applicants for 
MedAccess plans based on previous claims 
experience or the health status of any member of 
the group 

MedAccess plan designed to provide benefits 
typical of the benefits offered in the small employer 
health coverage market, or to provide only benefits 
for essential preventive and medical services and 
has an average actuarial value that does not 
exceed 60% of the average actuarial value of the 
benefits typical of the benefits offered in the small 
employer health coverage market. 

Includes two uniform benefit levels: a basic plan 
with essential medical and preventive benefits, and 
a standard plan more comparable to coverage 
generally now available 



Issue 

Interim requirements for 
risk pooling and premium 
rates for small employer 
health insurance 

Limits on premium rates 
for small employer health 
insurance 
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Administration Proposal 

Requires all insurers offering health insurance plans to 
small employers to participate in an interim risk pooling 
mechanism. 

Interim risk pooling mechanisms could be either a 
reinsurance program or an assigned risk program. 

Base premium rate: With respect to health insurance 
plans with the same or similar coverage offered in . a 
rating period to a group of small employers within the 
same block of business whose insured populations had 
similar demographic characteristics, the lowest per capita 
premium rate which could be charged to any employer in 
the group. 

For any rating period, no base premium rate for any 
small employer block of business could exceed the 
equivalent rate of any other block. of the insurer by more 
than 20%. 

The highest premium rate for a specific health insurance 
plan that an insurer could charge any small employer in a 
block of business for a rating period could not exceed the 
corresponding base premium rate by more than 50% 
prior to 1/1/97 and 35 percent afterward. 

Annual percentage increases in the premium rate 
charged to a small employer would be limited to the sum 
of the percentage change in the base premium rate plus 
5%. 

House Republicans (H.R. 5325) 

Requires each State to establish and fund one or 
more reinsurance or allocation of risk mechanisms. 

Base premium rate: For each class of business for 
each rating period, the lowest premium rate 
charged or which could have been charged under 
a rating system for that class of business by the 
small employer carrier to small employers with 
similar demographic or other objective 
characteristics. 

Index rate: Arithmetic average of applicable base 
premium rate and corresponding highest premium 
rate for the class. 

For any rating period, no Index rate for any small 
employer block of business could exceed the index 
rate. of any other block of the insurer by more than 
20%. 

Premium rates charged during a rating period to 
small employers with similar demographic or other 
objective characteristics for the same or similar 
coverage shall not vary from the Index rate by 
more than 25% of the Index rate. Allows 
premiums to vary up to 67%. 

Annual percentage increases in the premium rate 
charged to a small employer would be limited to 
the percentage change in the premium rate 
charged under the plan for a newly covered 
employer within the same class of business rate 
15%. 



Issue 

Application of rating 
factors for small employer 
insurance 

State health risk pooling 
system 

Prohibition of denial of 
coverage based on health 
status 
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Administration Proposal 

An insurer would be required to apply rating factors 
consistently to all small employers, and a geographic 
area smaller than the smaller of . a county or the first three 
digits of a postal zip code could not be used as a rating 
factor. 

All insurers covering small employers in a State would 
participate in the system. An insurer would pay into the 
pool for below average risk Individuals and would receive 
funds from the pool for above average risk individuals. 

Secretary of HHS would be permitted to fund health risk 
pooling demonstrations in as many as four States. 

Ff\18-year phase-in of health risk pooling as full program 
starting in 1997 with 100% replacement of premium 
limits. 

Would prohibit insurer from refusing to offer or renew, 
canceling, or conditioning the coverage under any 
employment-based health insurance plan on the basis of 
the health status, claims experience, receipt of health 
care, medical history, or lack of evidence of insurability, 
of one or more individuals. 

House Republicans (H.R. 5325) 

Would authorize research on impact of legislation 
and to conduct demonstrations. 

Would require development of methods for 
measuring the relative health risks of eligible 
individuals. 

Would require development of a model for 
equitably distributing health risks among carriers in 
small employer health care coverage market. 
Carriers with below average risk would contribute 
to a common fund. Carriers with higher than 
average risk would receive transfers from a 
common fund. 

Would provide assurance of continuity of coverage 
and a requirement for health plan renewability 

Would require that all employer-provided benefit 
plans meet consumer protection standard 
regarding current health status restrictions. 
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Issue Administration Proposal House Republicans (H .R. 5325) 

Exclusions based on Would limit pre-existing condition restrictions: would Would limit pre-existing condition restrictions: 
pre-existing conditions permit limitation or exclusion only, for not mote than 6 would permit limitation or exclusion only, for not 

months from the date of application, with respect to a more than 6 months from the date of application, 
condition diagnosed or treated within 3 months preceding with respect to a condition diagnosed or treated 
that date. within 3 months preceding that date. 

Pregnancy, or child under one year of age, not' subject to 
exception. - Would eliminate pregnancy as a preexisting 

condition, and provides coverage for newborns at 
Individual who had lost prior health)nsurance would be birth. 
treated as if no break in coverage had occurred, if the 
period from the loss of coverage to the date of Continuous coverage would be required for pre-
application for new coverage did not exceed 180 days, if existing condition exclusion to be in effect. Break 
involuntary loss of insurance, or 60 days, in any other in coverage could not exceed 60 days in general 
case. or 6 months if individual loses coverage due to 

.., 
termination of employment. 

Purchasing Groups 

Organization Employers would be allowed to form groups for the Small employers with more than 100 employees, 
purpose of purchasing health coverage. Must include including the self- employed, could form groups 
small employers but may also include other members. employees for the purpose of purchasing health 

coverage. 

Minimum size No specific size requirement, but must demonstrate to Groups would have to have a least 100 employers 
the Secretary that the group has (or will have) significant in the group in each State in which the association 
market share. operates. 

Incentives for formation Would preempt all state regulation except those related Would preempt state mandated benefit laws. (But, 
to small employer market reform and assessment for these laws are also preempted for "basic" and 
Insurance solvency funds. (Protects against state "standard" coverage sold to small businesses. 
premium taxes.) Does not preempt premium taxes. Much weaker 

incentive than the Administration's proposal.) 



-7-

Issue Administration Proposal House Republicans (H.R. 5325) 

Medical malpractice liability reform 

Implementation of general Would provide Incentives to States to Implement these Would preempt state laws, but keep litigation in 
reforms reforms. Possible to withhold all Federal domestic state courts by denying Federal question of 

discretionary appropriations, with certain exceptions, if jurisdiction. 
not implemented. 

Cap on non-economic Non-economic damages would be limited to maximum of Would cap noneconomic damages at $250,000 
damages $250,000 in any health care liability action (with inflation without indexing. 

index). 
" f •.:.:, ··n .. 

Punitive damages ' ,..e· " 
,, Punitive damages would be handled separately. 

' " Could not exceed twice the total of the damages ·•· !(,• •. ( .v ,,, .. ,. ., .... ,>,,l'/ 

~=- ,'\" ' awarded to the plaintiff and members of the " 

r- : '!"f, ~,: 
~ ,-.• plaintiffs family. 

·' -. , • ~ --
..,; ,~· ~--", ..;.,,:, 

';' ·r.,~ j 

' ' 
: ·"' .-,, 

y.A : ... ,.- ""- -e: /, fit ' . \ ·::i,•-i.· .. ., Directs that punitive damages awarded by courts 
.. ·,.,,,. , ..... ,. ' 

' :i.:· be paid to states to assist in funding their efforts to 
' 

,' _, ~ -~ ., ' . ' . ~-, - ..., reduce medical malpractice. .. ····• · " ' .. 
;; 

Statue of limitations .• ,, ,,, . Would establish statue of limitations at 2 years ,., 
' i·,.;;. .-·-• ·• ...,·, ·:·.- r, i:- " from the date of the alleged injury (in no event to i ·..J. ; -~ 

f. 
1 !' / .~• 

' 
~ ·+ 

. ' ' exceed 4 years). For minors, same 2-year period, 
' '. -:.:-:> .. .- •- ·l r •• r n .: .~: but in no event after the date on which the minor " ;-

' 
•. 

attains 10 years of age. , ' ' hi: 

Installment payments of Health care providers could not be required to pay future Would allow for structured periodic payment of 
damages damages awarded as a single, lump-sum payment. compensatory awards if more than $100,000 for 

expenses to be incurred in the future. 

Offsets for economic Total amount of damages received by a plaintiff would be Similar to Administration's proposal 
damages paid by collateral reduced by any other payment that has been made or 
source that will be made to compensate for an injury. (Prevents 

double recovery.) 

Cap on attorneys' fees 
' 

Would limit attomeys's fees when paid on 
... ~-, .-. -~-:' contingency basis: 25% of first $150,000 awarded . " 
'A",' - ,._•.e' . , .• · and 15% of any additional amounts . -( '' 
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Issue Administration Proposal House Republicans (H.R. 5325) 

Joint and several liability Would eliminate joint and several liability for non- Would eliminated joint and several liability for 
economic damages. economic and non-economic damages. 

Standard for negligence 
' 

Conduct at time of providing health care services . . that are the subject of the action must be found to 
be "not reasonable". 

Use of guidelines for 
-

Allows practice guidelines to be used as an 4.: ... u.- _.., 

; 

defense 'I'-:· affirmative defense in malpractice actions. 
Ci ... \ , ... 1 ' -':\ •t. ' ·• ·i .•. . ~i: ' 
' 

,· 
Secretary must sanction the use of the guideline 

< 
!: ' 

. , .. 
·"" for purposes of an affirmative defense to medical ..... 

,..,,: :,· .. ~:-· ..., . 
malpractice liability actions brought during the year . 

; -
¥_' 

'1.', ' . -
' - ' . .. ' ,. 'j 

""" - ( !' ",I .,,/,), 
~-

~ 

Secretary will review, not less frequently than {i T 

' ... 
' J~. ·-·· - ' . ...:;; annually, the guidelines and standards developed ., 

' 
; - .•-

( 

' by AHCPR and will sanction those guidelines the , ... (-' 

..z. ] 

• 't ; J. i .. (' 
, . Secretary considers appropriate. 

r_:i 

' 
~. . ' ' < . , ' • , ::: 

' . • :j l, States may petition to have guidelines developed ' 
' ,.,, ,·· ... ··: . . ,, . - , -i - -· .:,, 

·¾ _}.· . • C .:,. 

by the States sanctioned by the Secretary. ' 

Guideline development States would be required to cooperate, through Would increase authorization of appropriations for 
appropriate health authority, with Federal research efforts the development and dissemination of medical 
with respect to patient outcomes, clinical effectiveness, practice guidelines by $10 million in FY 1993, $20 
and clinical practice guidelines. million in FY 1994 and FY 1995. 

-~: \·--.~ .. ' ' ; ,,:· u,;, '",_, - ' ~ . ~- - ' Would authorize a study of the usefulness of . .. 'f • ): 
., ... , -r;;, 

.,._ .,_-r: ' . . ,, ,t "!' ' . ' medical practice guidelines in reducing incidence .. .,. ., ~-
and costs of medical liability dispute resolutions 
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Issue Administration Proposal House Republicans (H.R. 5325) 

Alternative dispute Alternative dispute resolution (ADA) mechanisms Would require all medical liability disputes to be 
resolution encouraged. Each state must establish at least one ADA considered by a dispute resolution process prior to 

mechanism. entering the court system. Mandatory and binding. 
To pursue after an ADA decision, would have to 

Mechanism for oon- binding arbitration could be show specific evidence of error and burden of 
established by each State for dealing with civil action proof on appellant. 
against the health care provider. 

Scope Would apply to CHAMPUS, CHAMPVA, Medicare, Would apply to all medical malpractice litigation 
Medicaid, FEHB, as result of participation in an 
"employee benefit plan,• or as result of participation in 
MEWA as defined by ERISA Also provides for ADA for 
disputes where health care costs are reimbursable 
pursuant to any law providing for HINs. ~ 

Incentives to If a plaintiff rejects determination of arbitration and fails to Party that loses an appeal of an ADA decision 
accept decision obtain a final judgment that is at least 10% greater than must pay attorneys' fees for opposing party. 

the determination shall pay the defendant's reasonable 
costs and reasonable attorney's fees incurred after the 
rejection of the determination (same if defendant rejects 
determination) 

State medical boards State Medical Boards would be required to provide Would grant immunity to individuals assisting state 
information on actions and use of continuing medical medical societies under contract to licensing 
education. ··• boards. 

Physicians disciplined by the State Medical Board would Would authorize research and education on 
have to take continuing education courses. causes of medical malpractice. 



Issue 

MediSave Accounts 

General 

Contribution limit 

Employer and employee 
option 

Administration Proposal 

I 
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House Republicans (H.R. 5325) 

Would allow employers to offer as a health plan 
option MediSave accounts. Contributions to the 
accounts would be tax deductible, and would be 
limited to base year health expenditures or a 
statistical median determined by the Secretary of 
HHS. 

Recipients would have to purchase health 
coverage, and would make IRS approved health 
expenditures and long term care purchases from 
the account tax free. Any account balances would 
roll over year to year and accrue to the recipient. 

Any MediSave account funds removed for non­
medical expenditures would be treated as recipient 
taxable income. Interest earned on contributions 
would be taxable. 

Employers that provided health benefits for 3 years 
prior to setting up a MSA could contribute up to the 
lower of the employer's base-year health 
insurance contribution indexed by the CPI-U or the 
70th percentile of employer contributions 
nationwide. Other rules would apply for other 
employers. 

MSAs could be set up at employer option; 
employees could choose between MSA and 
traditional insurance if offered. Alternative plans 
would have to have an equivalent actuarial value. 
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Issue Administration Proposal House Republicans (H.R. 5325) 

Medicaid Reform 

Medicaid administrative Would allow states to provide coverage to 
incentives , 

,.' "' 
' 

.-;·, Medicaid recipients through alternative delivery 
,. systems such as primary care case management, 

•, health maintenance organizations, and preferred 
\:- 1 

'.(,.'k' 

provider organizations. .. ... ,. *' . ' I· 'J.' 

' 
(~ 

·"' ::·..,: ,.: . . Would provide no new funding to expand 
"',, c{:, ~- .... , i.~·t' 

.. ., f '-''• coverage. 
? . ' ' . ,. 

; ,,, ,;_~\·. 
., .. 

;t' •. . -~ 
" 

, ➔. -- .:···, 

' _;j. Would extend period for which states must re-
w 

, -... 
apply for certain Medicaid waivers. .. ,, :, ,.,. l ·i:-~ . ' ; ··\ ,I 'J ~:t ,. 

- ·' 
' 

-..,:, .,. ,. . ~- ,., , , ;; . ~; ' . 
} . 

~f n 
~.:, . ' . Would enable states to locally determine certain '""' '""' ~ ,;;-

quality standards for nursing homes. 

Cost Containment 

Prohibits self-referral by " 
.a... -11':'4 

Would be applicable to all payers. ' 
doctors who own clinical I, -~-' .. F 

laboratories ' 
!" ,. ". 1:f· Would prohibit certain physician referrals to ,. !-:~ ~ 

·,;,· facilities in which that physician holds an 
,. t."-' 

,·~ ., :.. . -- _.,._. I.· 
... .., ~~ ·-:, . ··' ownership or investment interest. (Certain referrals , . 

-;,·. 
. .• .. " would be allowed where patient access may be I " 

z_ •·. 
t 

·, adversely affected by these prohibitions). 
r. .,.-,::" 1·: 

I' ,. ., .. , --~ -:;,,_ ... 
. (" , . 

- •·· . .'·•. 
~.-.. 

Would prohibit such physician referrals for physical 
1, 
I••,. " . therapy services, clinical laboratory services, .f ,-... . ·.• n .. / _, . ' . :;.~- . 

! ' radiology and diagnostic imaging services, ~ :::· n, ""I,, ,• • ./· ~/" .,_11 

' 
. •. 

radiation therapy services, and furnishing of r°· .1 ' ' :f. . ,:_.,_. .. : . .,. 
. , durable medical equipment . ' ' 



Issue 

Medicare payments 
changes 

Preemption of state 
mandates 

Preemption of state anti­
managed care laws 
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Administration Proposal 

Would eliminate State laws requiring any services, 
category of care, or services of any class or type of 
provider. · 

Would preempt any provision of State law that restricts 
the flexibility of any private entity to negotiate the amount 
or tenns of payment to a provider, prohibits or limits 
restrictions by an insurer on the location, number, type, 
or professional qualifications of participating providers, · 
prohibits or limits provisions on incentives for consumers 
to use participating providers, or prohibits, limits, or 
establishes requirements for utilization review. 

The Secretary of HHS would be authorized to preempt 
any other restriction on utilizatiOn review found to be 
Inconsistent with this bill. 

House Republicans (H.R. 5325) 

Would change the schedule for the annual 
Medicare hospital update from fiscal year to 
calendar year. 

Would reduce current Medicare payment 
methodologies for clinical diagnostic laboratory 
tests . 

Would preempt certain state laws relating to health 
insurance. Would eliminate state health plan 
benefits and service mandates for plans meeting 
consumer protection standards. 

Would preempt state laws that restrict the 
development of managed care programs. The 
preemption would sunset five years after 
enactment. 
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Issue Administration Proposal 

Consumer and Comparative Value Information 

Comparative value 
information programs for 
health care purchasing 

States would be required to develop and carry out a 
health care value information program. Information on 
the average prices of common health care services would 
be available within 1 year and information related to the 
value of each health insurance plan available in the State 
would be provided within 4 years. 

Federal agencies would make comparative value 
information available. 

Information relevant to health services research would be 
made available to researchers. 

All Medicare claims records, including records that 
identify individual physicians or other individuals that 
furnish items or services under Medicare would be 
available. 

The Secretary would develop model systems for 
gathering health care cost, quality, and outcomes data. 

HHS would be backup to the States, with fees to rover 
costs. 

House Republicans (H.R. 5325) 

Would require states to make available to 
consumers information on the comparative value of 
medical services similar to Administration's 
proposal. Comparative quality and outcomes 
information would be provided within 6 years after 
enactment. 



Issue 

Administrative Savings 

Storage and transmission 
of medical and health 
insurance information and 
priority of payment 

-14-

Administration Proposal 

Would prohibit States from requiring medical or health 
insurance information be kept in written, rather than 
electronic, form. 

Secretary would promulgate requirements concerning 
health insurance information privacy and confidentiality. 

Secretary would determine whether problems relating to 
standards for the electronic receipt and transmission of 
health insurance information cause significant 
administrative costs. If so, Secretary would promulgate 
standards. 

Secretary would determine whether problems relating to 
receipt and transmission of health insurance eligibility 
verification cause significant administrative costs. If so, 
Secretary would promulgate standards. 

Secretary would determine whether proportion of health 
insurance claims and payment information received and 
transmitted by paper would continue to cause significant 
administrative costs. If so, Secretary would require a 
specified proportion of such information to be received 
and transmitted electronically. 

Secretary would promulgate requirements concerning the 
form and content of basic claim forms under health 
insurance plans. 

House Republicans (H.R. 5325) 

Would override state laws that prevent the sole 
use of electronically transmitted claims and other 
medical records for payment purposes. 

Would provide protection for individual privacy 
regarding claims and medical records. 

Would require Secretary of HHS to develop a 
standard claims form set for electronic 
transmission of health coverage information and 
billing data 

Would require Secretary of HHS of adopt 
standards for data elements for use in paper and 
electronic claims processing under health benefits 
plans, as well as for use in utilization review and 
management of care (including data fields, formats, 
and medical nomenclature, and including plan 
benefit and insurance information). 

Would require hospitals, physicians, and carriers to 
conform to the uniform claims reporting standards. 

Enforcement would apply to providers and 
insurers. 



Issue 

Use of magnetized health 
benefit cards for Medicare 
and Medicaid 

Coordination of benefits 

Identification numbers 

-15-

Administration Proposal 

Secretary would determine whether variety of information 
requested by health insurers causes administrative costs 
disproportionate to benefits derived from that Information. 
If so, Secretary would publish recommendations 
concerning what additional information should be allowed 
to be requested. 

Secretary would promulgate rules for determining the 
priority of payment when two health insurance policies 
cover the same individual. 

Secretary would determine whether difficulties relating to 
transfer of information among health insurers that cover 
the same individual cause significant mistaken payments 
or administrative costs. If so, Secretary would 
promulgate requirements for transfer of information. 

Enforcement would apply only to insurer. 

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

Would require health insurers to use social security 
number for their beneficiaries and Medicare unique 
identifiers for hospitals, physicians, and others who 
furnish items and services by 1994. 

House Republicans (H.R. 5325) 

Would require Secretary of HHS to set standards 
for use of magnetized Medicare cards and issue 
them to beneficiaries. $25 million would be 
authorized for Medicare. 

Would require Secretary of HHS to design a 
dearinghouse for primary and secondary payor 
information for the working aged and other 
Medicare beneficiaries who may have employer­
provided coverage. 

- - --------
Would require use of Social Security number as 
the identifier for all medical claims 
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Issue I Administration Proposal 

Medical data requirements I Secretary would promulgate requirements for hospitals 
and other health care entities concerning electronic 
medical data (specified set of data. specific set of data 
elements to be used, and standards for transmission of 
data) by 1995. 

Pilot grants 

Antitrust Exemptions 

Antitrust exemptions for 
hospitals 

Would require hospitals that participate in Medicare to 
maintain electronic patient care information system and 
transmit data electronically for PRO review by 1996. 

Secretary would be authorized to make grants to at least 
two, but not more than five, community organizations, or 
coalitions of health care providers, insurers, and 
purchasers, to establish communication links between 
Information systems of health insures and of health care 
providers. 

Secretary would be authorized to make grants to at least 
two, but not more than five, public or private nonprofit 
entities for development of regional or community based 
dinicat information systems. 

Secretary would be authorized to make grants public or 
private nonprofit entities for development and testing of 
electronic medical data set for physicians· and other 
health care providers. 

House Republicans (H.R. 5325) 

Would require all hospitals to put in place an 
electronic patient care information system by 
1/1/96, which meets standards set by Secretary of 
HHS. 

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

Secretary would be required to provide grants to 
demonstrate the application of comprehensive 
information systems in continuously monitoring 
patient care and improving patient care. 
Authorized to appropriate from Federal Hospital 
Insurance Trust Fund $10 million for each fiscal 
year beginning with FY 1994 and ending with 
FY 1998. 

Similar nature of research as Administration's 
proposal. 

Would grant exemptions from certain anti-trust 
laws if a community-developed regional health 
care system can demonstrate greater efficiencies, 
expanded access, reduced costs, and elimination 
of excess capacity, medical technology and capital 
investment by hospitals and other providers. 
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Issue Administration Proposal House Republicans (H.R. 5325) 

Antitrust exemption for Would provide exemption from Federal and state 
disciplinary activities for ' antitrust laws for medical societies that establish 
medical societies and enforce professional standards. 



ISSUE ADMINISTRATION PROPOSAL HOUSE REPUBLICAN (H.R. 5325) 

ACCESS 
Tax Credits for the Uninsured Provides tax credits of $1250/$2500/$3750 for individ- None provided. 

uals/couples/families with incomes below poverty with 
phase-down to 150% of poverty. 

Deduction of Premiums for Self- Phases-in 100% deduction by '96. (25% in '93, 50% in 100% deductible in '93. 

Employed '94/'95, 100% in '96) 

Community Health Centers No new funding provided. Increases authorization by $100 min '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 Applies to all small group coverage. Insurer may not Only applies to basic and standard MedAccess plans 

Renewability refuse to provide or renew coverage based on heal th risk. 

Premium Variation Between Insurers may vary premiums without limit by age, sex, Same. 
Demographic Categories geography. 

Premium Variation Based on Insurers may vary premiums within demographic Same except that premiums can vary up to 67%. 

Health Risk categories by only 50% to reflect differences in risk. 

Limit on Relative Premium Insurer cannot increase premium for group with Similar, but group with deteriorating risk can face a 

Increases for Groups with worsening health risk by more than 5% a year relative to relative premium increase of up to 15%. 

Deteriorating Health Status the premiums for low-risk groups. 

Reinsurance and Assigned Risk Requires that state implement either system. 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 At least 100 small businesses must participate. 
regulations to permit effective exercise of market power. 

Incentives for Formation Preempts all state regulation except that related to small Preempts state mandated benefit laws. (But, , these laws 
employer market reform and assessments for insurance are also preempted for "basic" and "standard" coverage 
solvency funds. (Protects against state premium taxes.) sold to small businesses, see below.) 
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ISSUE 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 

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

for Medicaid. Option 2: States may combine Medicaid 
with tax credit to establish a unified access program. 

Coordinated Care Option 1: States must shift all enrollees into coordinated Eliminates need for states to obtain waiver to establish a 
care over 5 years. Option 2: Broad flexibility. mandatory coordinated care program. 

Financing Shifts Federal funding for acute care for non-elderly to a Maintains current Federal/state cost matching formula. 
fixed per capita payment indexed for inflation. 

Nursing Home Regulation No provision. Provides waiver from certain nursing home requirements. 

MEDICAL SA VIN GS ACCOUNTS 

General No provision. 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- Extensive preemption of state laws. Similar, but less extensive. 
Managed Care Laws 

Prohibition on Physician Self- Endorsed in general terms in February white paper. Extends current Medicare ban on clinical lab self-referrals 
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 Shifts hospital update from fiscal year to calendar year. 
options in general terms. Reduces nationwide cap on clinical lab fee schedule to 80% 

of the median and eliminates annual inflation indexing. 
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ISSUE ADMINISTRATION PROPOSAL HOUSE REPUBLICAN (H.R. 5325) 

MEDICAL MALPRACTICE 

Implementation of General Federal incentives for state to enact reforms (e.g., loss of Federal preemption of state laws, but keeps litigation in 
Reforms (Excluding ADR) certain Federal funds for states that fail to act). state courts by denying Federal question jurisdiction. 

Cap on Non-Economic damages $250,000 cap with inflation index. HHS waiver if cap $250,000 cap without indexing. 
conflicts with state constitution or for other "good cause". 

Installment Payment of Damages Permitted at option of defendant. Required for damages over $100,000 

Offsets for Economic Damages Award must be reduced by amounts payable from health Similar. 
Paid by Collateral Source insurance, workers compensation, etc. 

Cap on Attorney'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 min 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 Mandatory binding ADR: trial only permitted after ADR 
trial after arbitration. for certain specified errors and appellant must prove that 

ADR verdict was incorrect. 

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

Incentives to Accept Decision If plaintiff rejects arbitration decision and fails to win Party that loses an appeal of an ADR decision must pay 
damages at least 10% higher in court, plaintiff is required attorneys fees for opposing party. 
to pay attorney's fees. 

ADMINISTRATIVE SA VlNGS 

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 magnetized ("swipe") cards for Medicare and Medicaid 

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. 
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ISSUE ADMINISTRATION PROPOSAL HOUSE REPUBLICAN (H.R. 5325) 

Electronic Medical Data HHS shall establish standards for hospitals for by 1995. Similar, but effective in 1996. (Four year extensions 
Standards for Hospitals and Hospitals must be in compliance and transmit data possible.) 
Other Providers electronically for PRO review by 1996. (2 year extensions Insurers are prohibited from requiring providers to submit 

possible). May establish requirements for other providers medical data other than that specified by HHS. 

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

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 OOJ to provide "clarification" to state medical societies. Provides exemption from Federal and state antitrust laws 
Disciplinary Activities by for medical societies that establish and enforce professional 
Medical Societies standards. 
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COMMITTEE ON WAYS ANO MEANS 

U.6. HOUSE OF 11u•11eSENTATIVf5 

WASHINOTON, OC 20616-e348 

June 18, 1992 

Tho H0n0rabl• Dan RostenJcowsk1, Chairman 
Committee en Waye and Means 
1102 LOnqworth House Office Building 
Waahington, D,C, 20,1, 

Dear Mr. Chairman: 

we wrote to you on June 8 regarding H.~. 532,, which we 
introduced with 83 of cur colleaguaa in the Houae, requeating 
imJnediate haarinqa and oxpressin9 the ~•lief that it could and 
should torm a starting point for bipartiean Committee 
deliberations on health care 1ssuea. To date, we have not 
received a reply. 

What we have vitne•••d in•tead -- throu;h pre•• report• and 
unofficial information which ha• come out ot your caucus'• 
private meeting& -- is an effort by Ways and Mean• Committee 
Democrat• to undertake a parti•an markup ot legislation to create 
•till another election year confrontation with the Pre•ident. 
What happened to your intere•t th11 sprinq in proceeding with 
health reform on• joint, oipartiaon baais? We have made 
repeated otters to work with you in that regard at both etatt and 
Kembor levela. All have been rejected or have mat with silence. 
According to pre•• raporte, Republican• will have an oppcrtunity 
to otter amendments durinq tha Committee'• markup -- no different 
from any other markup and hardly any great concession to th• 
•pirit or bipartiaanahip. 

H. R. !32! ha• a 9reat deal ot auppcrt in the House and 1■ 
worthy ot ••riou1 00n■i~aration hy the Coz=ittee and th• Hou•••• 
a whole. Th• American public'• views on health cara have been 
made clear in public opinion survey after eurvey. American■ want 
chanqo and expect their leader• in Waahington to take the leAd. 
However, they alee want reasonable reform which will maintain the 
best ot our ayatem while reducing the inefficiencies and 
inequiti•• in that ayate~. we teel stronqly that H.R. 53~5 ia a 
pcwarful downpayaent on thia mandate for change. 



The Honorable Can RoatenxowsK1 -- Paqa 2 

Many ot H.R. 5J~5'8 proviaiona are ■upported by Republican• 
and Democrat• alike, making it an ideal startinq point for . 
committee deliberation. But rather than uee it ae an opportunity 
to attempt to torge a bipartisan conaansu• on health ear• reform.a 
we can accompli■h this ye~r, th• Coznmittee process now appear• to 
be designed to h1ghliqht partiaan difference•, rather than 
achieve bipartiaan solutions. 

We urge you to reconsider th1• apparent decision to move 
forvard without any bipartisan discu&sion or input . Wa want to 
work with you, not againat you . We ore intereated in 
legialaticn, not contronta~ion. That ia why wa are again 
appealing to you to ••t~blieh o biparti&an trameworK tor the 
development ot health care legi1lation in th• WQY• and Mean• 
Committee. 

Bill Gradison, x.c. 
Rankin9 Republican Member 
Sabco:mmitt•• on Health 

sincerely, 

/9.~'-' aK:.~er, M.c. 
Ranking Republican Member 
Committee on Waye and Mearua 

, .. 
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June 17, 1992 

i. 1u■titv\e plu• 

(l) sin;la-pay■r health reform (Ru1ao, Moody) 

(2) Medioar•~tor-all (Gibb0n1, Stark, ocnn•lly) 

(') ct, proposal (Andrew,) 

A, M1odrn1Dt■ t; co•t santa1nmsnt 11;tiM 

(1) ~•vi••- ~MZ pay:■nta to tavo~ pri~~ry cara (Oorqan) 

(2) Clarity that ratea would be maximum provider• =o~i, ~hGrq• (Levin) 

(,) Change ref areneea from "HM0•11 to "mar,a9od car• 
pl.an•" (Levin) 

(4) F•daral rat•••• default if atate1 do not ~••t 
•pen4inq ~•r;•~• cca~din) 

(5) Delete praaoription dru~ termula~y (Cardin) 

•· A:+1nomeni;.a ;o bt@J.th •:tst•m :e:e;ma ;rcvi■ ien• 

( 6) 

(7) 

(8) 

(I) 

Oeleta tlat ~rokar coT1U11i■11on pr0vi1ion (Oowney) 

Provide that insurance ratct'ln■ do not 1pply tg 
ind1V1duai markat (Oergan) 

Pr•••~p~ s~ate law■ thDt p~ohibit univeraiti•• 
!r0m ct!erin; ;raduat1ng •~udant• health in•~~ance 
(l<enn•l1y) 

~•l•t• Pilot Lita ~rovisic~ CX•nnelly) 

(10) C•l•t• HMO dual choice (Xannelly) 

.. 
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JUN-ir-7~ w~~ ir•~~ 

C, 

(ll) S~b•~ituta tor health 1n,~ranoa ■tanda~4• 
(Xennelly) · 

(12) su~•tituta d•=onttra~ion for health inaurange 
p~r0ha1inq coop1rativoa (X•M•lly) 

(13) Prohibit oonaideration ot P••in&ncy •••Pr•· 
exi■tinq con4ition (Lav1n) 

Ad.D£n11t:ative 1iaplifieatioa 

(14) Oel•t• health olaim• clearin;ho~•• (X1nn1lly) 

(l5) Clarity un1torm 111ctronio claim• format 
(Kennelly) 

frau4 &D4 UUlt 

(16) Tighter fraud and abu•• conu-cl• re9ar~ini 
Medicai~ proviQer■ (Ranqel) 

2 

(t7J Ongoloqy•:•lated CM% C\1?'1eranip/r•f•rral exception 
(Jtn>cina, An~t•v■) · 

(l8) Re■triotion1· on ph11ician cwner1hip/referral 
(Ocrgan) 

Otb•~ bea1t~ ■Y•~•m r1rona ina1udi~9 aa1pzaetia• 

(19) sansa of Con~r••• en alternative diapute 
reaolution• (Oorqan) 

(,O) NAtional outeQme1 da,a ~a•• (Xenn•lly) 

(al) Reportini and distri~~tion of pat1anc outcomea 
1ntormation (tevin) 

(22) Ma4ioal malpractice (Car~in) 

::et:fg;: t; b11lth »•n•t1ts tn4 1nit1tt1YII 

(,~) Health inautance ~uy•in tor children (M&taui) 

(24) Clarify health insuranea deduotion for aelt-
employed COQrqan) 

cas) Medicare prevention benatit• (eoyne) 
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{Zt) Kedi~•r• ~~dq•~ neutral ~uy-1n (Ctr~1~) 

,~,) M•di=aid coverage of re■idential 1u~1tan~• a~u•• ' 
trea~m•n~ for preqnant woman (Ranqal) 

~) Medicaid stat• pover~y adju•t~ent (~•nne11y) 
• 

(29) Prt■■nt Committ•• vi■w■ •• preamtil• er report 
lang-u&fl ·ceardin) 

(1) M1d1oai car■ s1vin;1 1goounts (Jacc~•> 

(2) Rapaal health in•urane• or1d!t and 1ncr•••• J?TC 
tamily 1i1■ adjuster (X■nn■lly) 

(3) Aecel■rated death b•n1tit1 (XeMally) 

(4) Cla~ify l0ng-t•~m ~•r• in•~ranoe tax polioy 
(XeMally) • 

(~) Clarity tax-ax•mpti0n ■t1n4ar~• t0r non-p.gtit 
ho1pilllt (0cM•lly) 

A. M•4ia•rt r1;; A emen4rn•nu 
Cl) ,~,r~o Rice ~Ra■ (Ran;1l) 

(2) R•ccupment frcm NJ ho■pi~al1 (O~a~i~i) 

(3} EACH amen4menta (Dorgan) 

(4) Hcapital waqa index hel4 h&n\l••• (OoMelly) 

(!) Reduce diapropor~icnato share threahcld (Coyne) 

(e) EpiltP■Y t!G amendment (Cardin) 

.. 



1. Mtdiga;• P1;t B •m•odm•n~• 
(?) 

(8) 

(t) 

Anatomic patholo,y, pap ■maar1, and ~lccd am1ar1 
(Downe1, Mat1ui, Xannelly) 

Pa1211cn~• to new phyeician1 (Pickle, ~•vin~ 

b ~VI policy to~ cancer phy■ician• in PPS•axup~ 
cancer hc■pitala (Piakl•) 

(10} ray additionol ~•ntal haalth practiti~n•r• 
(Rangel) · 

(ll) P~1rt0 Rico RB RVI (~anqal) 

(12) Waiv• Par~ I lat• •n~oll~•nt penalty (0cwney) 

(13) lO~ ·payment limits and h1;h teohnology 11na 
adju■t~ent (M~t,ui) 

(14) ree 1oh•d~le tor aooial workers (Dorgan) 

(15) Payehol09i1t1 dttintd •• ph11iei1n1 under Medi~are 
(Ccyne) 

(lt) U•• mere ~•o•nt data on phi•ioian t•~9raphio 
adju1t..man~ (Andrawa) 

(17) ~Q pape~t• (Andrew■, Levift, K•edy, Cardin) 

(18) Re•pite ca.a am&n~~ent (Levin) 

( l _i) Mec:Sicara ca.near _covaraqa (Lavin) 

(~O) 10KI aMtr~-billing (tavin) 

(21) EPO/immuno■uppra■iva dl"Uq■ (Lavin) 

(22) OAO study ot eredantial1 cf taacbinq phyaioiana 
(Levin) 

(23) !O!SD waiver (Mecdy, Stark, ear4in) 

(24) cov•••i• fgr cnir0pract0r1 (Mg04y) 

(25) covera;a tor 1pa1ch ~athcloc;y and audiolo;~ 
(Moody) 

C•6) au~mi■■ion ct elaiml within 30 ~•Y• (CArdift) 

(27) DME/c:MN (Cardin) 

• ' 
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c. 
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I 

(21) EXpAnd- IPO 00ver1ge (Cardin) 

, (2i) cova?aqe .cf paramtdie ••rvic•• ciann•l.1y) 

(lo) Prohi~it req1 that r•~iatriwi, fund• ~Y mcra than 
■pe01tied (R&ni•l, ~cvney, ~•vin) 

(31) Sta~•-f~nded family re■idanoe proqrama (Dorqan) . 
(32) Mtdieara QMB program (Mcody) 

(l') eonditionAl Yaiver ot to~•iqn re1i~•n~ 
requirements tor prot111ionala aarvini in 
~•dically und1rserv1~ art!■ (XeMtlly) 

I 
I 
I 

.I . ' 



stJMMARY 01' POSSIBLE HEALTH CARE UFOD BILL 

June 1, 1992 

COST ®IJTA±JfXPT 

1. National global budgot 

A. A national global budget would be eet by •tatute tor 
total national ap•nding for health aervices 

B. Annual budget would initially be •et tor 1994 at the 
current trend minus 11 and phase down to tha inoraaaa 
in the nominal gro•• domeatic product (GDP) by 1998 

(1) Haalth car• coat• would atabilize at ali;htlY more 
than 15\ of the GDP in 1998 

2. Medicare-type provider payaent ratea 

A. Setting rat•• 

(1 ) ProP~C and PhyePRC would atudy and racomman~ 
provider payment policies to the C0n9reaaional 
Committees 

(a) Recommendation• would include the allocation 
of national expenditure• amon~ hoepital•, 
phyaicians, and other 1ector1 of the health 
care ayatem 

(~) Growth in exPendituraa tor each aector ot the 
ayatem vould be ••t by atatute oonaiatent with the 
national global budget 

(3) Specific provider payment rat•• would be aet by 
HHS 

(a) Specific rat•• would be ••tat level■ 
aatimatad no~ ~o axcaad rate■ Of 1ncr•a•• ••t 
tor each •ector ot th• health care ayatem 

(bl specitic provider payment rat•• would 
generally be ••t u•int Medicare method• 
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(o) Ratee would be the maximum which provider• 
could charge tor aervice■ payable by insurers 
or individ1ale 

(i) Rates would exclude allowable Medicare• 
type extra-billin9 by phyaiciana and 
other ambulatory provider• 

(d) Rate■ would not apply in Statee vith State 
payment programa or in qualitied HMO• 

B. Acute care hospital aarvic•• 

(1) Adjusted Medicare-type ORG rat•• tor hoapitala 

(a) New DRGs nece■aary for undar•65 patients 

(b) A ■tandard hoapital benefit packa9e would be 
detined to tac111tate CRG reim~ur••m•nt 

(i) Package would be baaed on Medicare 
benetit• 

(ii) Specific adju■tmenta to the DRG payment• 
would be definea to accommo~ate more or 
leee axtaneive hoapital ~enatita 

(2) ~ate• would be adjusted by geographic area for 
vaqea and tor non-labor input prioea 

(3) ~atee vould be set aeparately tor hospital• in 
large urban ar••• and tor all other hoapitala 

(4) Rate• vould be adju■ted by individual hoapital tor 
the level of uneompenaated care and for Medicaid 
payment level• 

(S) Initial rates tor private payers would be set 
ba■ed upon current average payment• made by 
private payer-a 

(d) Payments would be adjusted tor the coat• ot 
9raduate medioal eduoation, and vould be 4aai9ned 
to ancoura;• traininq of primary care phy■ician■ 



(7) Ho■pitals would report 1nrormat1on needed to 
monitor expenditures 

Ca) All hospitals would report intormation under 
a unitor111 reportin9 ■y■tem 

c. Phyeician ■ervice■ 

3 

(l) Adjusted Redicare-type RB RVS rat•• tor phyaieiana 

(a) Nev procedure cod•• and U RVS units 
neceaaary rcr under•65 patient■ 

(2) Rat•• vould be adju■ted geographically in the ■am• 
manner as under ~ed1care 

(3) Rat•• for private payers would be initially ba••d 
on average payment■ made currently by private 
payer■ 

(a) Rates would be adju■ted tot•~• into account 
amount of allovod oxtra-billin9 

(4) Phy■iciana and 0the~ anbulatory provider■ would 
report information needed to monitor expenditures 

0, Other a~ulatory eervices 

(l) Adjusted Ktdicare-type rat•• tor other service■ 

(a) Laboratori•• f••• ••tat Medicare ratea, and 
all services would~• directly billed to 
in■urar■ 

(b) Rat•• tor durable medical equipment would be 
aet baaed en Medicare policiea and rate■ 

(c) out•patient ho•pital t••• would ••t by limit• 
on year-to-year rate of increaae, pending 
development or pro•pective ayatem 

(d) Rates tor all ether eervicea would be ■et 
baaad on limit• on year-to-year rat• or 
increaee 

~. Pr11cr1pt1on 4ruq1 

( 1) Maximum rat•• of payment tor each pre■eription 
drug would be 1et .ba1ed on average wholeaale price 
by HHS 

A national rormulary would be e•tabliahed 



r. Medicare-type limits would apply to extra-bill1nq or 
patients by physician• and other ambulatory provider• 

3. State paya.nt prOCJr&a opt-out 

A. Stat•• could eatabliah payment proqrama for hoapital 
and/or physician ••rvice• or for all aervicee 

(1) Federal Medicare-type payment rate• would not 
apply to providers in State• with approved 
program, 

B. state programs would me•t etandard• for organization 
and operation ■imilar to waiver ■tandards tor ~•d1care 
hospital paYJ!lents under current law 

c. The total cc•t• ot aervi~•• cov•r•d by State programs 
oould not exceed tho projected total costs for euch 
services under Federal rat•• for private and public 
payers 

(1) Cost datarminations for State programs would be 
over rolling 36-month period 

(2) stat•• could carry forward annual aavin;• and 
could epend aavin~• in eupport of health programs 

o. states tnat establisn a a ainqle-payer health 1n1urance 
system that provides univeraal coverage could meet 
standards for provider payment program 

E, Stat•• which ~urrently operat• an all-payer ho•pital 
payment •y•tam with a Medicare waiver could continue to 
operate under current rulea 

4. Qu&litied BJl0 opt•out 

~- Qualifiad HMO plane would not be required to pay tor 
aervice• at th• Medicar•-type rates aet by HHS 

(1) 

(2) 

The overall global budget and o~h•r paymant 
polic1•• wo~ld take expenditure• by qualified HMO• 
into accoW\t but ra~•• would not apply to th••• 
plan■ 

Qualified lD!O• would b• plana meeting current 
Kedicare atandards or current PHSA Title XIII 
etandarda 
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B, 

C, 

Qualitied HMOS could negotiate payments to provider• 
but providera eculd not charge higher ratea to other 

· payers to make up any 1hortra11 

Incentives for expansion of qualified HKOa 

(l) Improve ace••• to marketplace by qualified HMO• 

(a) Ex~end mandatory "dual choice" and expand 
dual choice to "multiple choice" 

5 

(b) Require that marketing material• tor 
qualified HMO• be provided to every employee 
of overy company in the aervica area 

(2) Expand small employer aoce•s to competing health 
insurance plans 

(a) Authorize state• to eatabliah regional health 
insurance purchasing cooperatives 

(3) Preempt state law• that mandate that any "willing 
provider" be allowed to participate in qualified 
HMO• 

(4) Adjuat Medicare payment& tc ri1~ contract HMO■ tor 
the lack ot enrollment in HMO• of beneficiaries 
with Medicare•• secondary payer 

(5) GAO and ceo would atudy and recommend additional 
measures to encourage the development and 
axpanaion or qual1t1ed HMOs 



HJALTH BYSTII, MPQRKS 

5. Health in•uranca rafor. 

A, Health ine~rance tor all employer group■, includinq 
aelt-inaured groupe, would be aubjaet to oartain 
raquiramant.a 
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(l} Health ineuranee eovaraga could not di•criminate 
aqainat any al1;1ble ;rcup er 1n~1v1dual memk>er or 
an eliqible group baaed on health atatu■ or 
medieal condition 

(a) Taft-Hartley Tru•te could reetrict memberehip 
to those aligible under the term• oft.he 
Tru•t, but could not di■criminate again■t any 
member othorwi•• eliiible 

(2) Health inaurance premium■ paid by members of 
groups could not be adjueted for an individual'• 
medical atatus 

(3) Any worker ohanging joba with le•• than three­
month brea~ in amploymant•baaed insurance c0vera;1 
including coverage under COBRA could not have new 
exclusion period applied 

(a} Pre-existing condition exclu•iona vould 
otherwi•• be limited to ■ ix months 

(4) Right to aue for legal tee• and damaqe■ 

(a) seneficiary'a ri;ht1 to recover legal t••• 
and dam•i•• vhen benefit■ are denied vould 1M 
protected for all group health inauranoe 

B. Health inaurera, other than eelt-in■ured employer 
group■, would 

(1) Provide year-round open enrollment tor 9roupa and 
individual• within a geographic area 

(a) In•urer■ ottering 0overa9e through an 
a■aoeiation or multiple employer arran;ement 
could restrict mem»er■hip in that line or 
block ct buein••• to th• aeaber■ ot th• 
•••oeiation or arran;ement 

(i) A■aoeiation or arrangement mu■t be 
formed for apurpoee other than the 
purcha•• of health inaurance 
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(b) Geographic ar••• would be MSA■ and rural 
areaa within a state 

(2) set premiums baaed upon community rat•• 

(a) community rat•• would be phased-in in equal 
increments over three year■ 

(J) Guarantee renewab1l1ty ot covera;e 

C. Self•inaurane• 

(1) Self-insurance would not be pe:r11itted for 
employer• with up to 100 full-time employees 

(2) Multiple Employer Welfare Arr•ni•m•nt■ (Mi:WA■) 
would be prohibited from aelf•insuring 

7 

o. Health insurance standards would be ■et by retulation■ 
issued by HHS 

6. Amliniatrative •1•plification 

A, Unifo?"II\ electronic billing for all provider• and all 
payers 

(l) A aingle, uniform coding eyatem for all dia9no••• 
and procedures woul~ ~e developed and implemented 

(2) Public domain software would be developed which 
could be used by hospital•, phy11c1ana and other 
providers to input data into the ~illing eyetem 

s. on-line ayatem tor ver1t1cat1on ot eligibility and 
benefit• 

(l) ver1t1cat1on ot eligibility syatem through u■• ot 
univeraal health insurance card and identification 
n~r 

c. Onifo:r11 standards for utilisation review and tor 
medical audite of bills vould be ••tabli•h•d 

o. A national eloctronic health olaima network would b• 
created 

(1) Provider• would aubmit all bill• to• health 
claim& clearinghou•• 
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7. rraud and awaa 

A . . National health ear• fraud control program 

(l) A nev all-payer national health care traud control 
program would be eetabl1shed 

(a) All-payer fraud and abuae policiea would 
follow ~edicare policies 

(i) Prohibited aetivitiaa would inoluda 
submitting fraudulent claim• tor 
payment, xiokbacka includin9 payment• to 
amployeea, and patient dumping 

(b) Fer Medicare, provider• could not provide 
anything to Medicare patients at 1111 than 
full-market value to influence the 
beneficiary tc receive health aervices 

(c) Federal penaltiea tor individual■ convicted 
ct health care traud and abuse 

(i) Penaltiee would include tines, triple 
dama9e1, auapeneion from Medicare, 
Medicaid and other public program■, and 
loss of certification to bill private 
insurera through regional clearinghouaea 

(ii) Penalties fer caeee cf health care fraud 
involving more than $25,000 would be up 
to 10 year• in jail, tinea, or 
alternative aentenoin9 including 
community service in haaltft manpower 
shortage area■ or p~blic health clinic• 

(iii) Intermediate sanction• on Medicare 
qualified HMO• would be authori&ed for 
violation• of Medicare contracting 
requirements 

(2) All qualified health insurance plan• would provide 
information and data to fraud control proqram 

(a) Federal penaltiee would be ••tabliah•d for 
aub?nitting falaa information to the national 
electronic health claim• network for -th• 
purpose of traud 



(3) National ayatam ot unique provider and patient 
numbers 

{a) Provider number• would bo baaed on univeraal 
provider identitication numl>era (tTPIN) now 
being implemented 

(b) Beneticiary nwnber• would be baaed upon 
Social Security n~er• 

(4) The Federal traud and a~u•e •taff under the 
Inape0t0r General of HHS would be increaaed to 
adminiator t.ha national trau~ control program 

(a) Fines would be uaad to meat the operating 
coats or the national health care rraud 
control program 

(5) Guidelines would be e1tabliahed to protect 
confidentiality of health care data 

B. Physician ownership/reterral 

(l) Ban on physician• reterring patient• to entities 
with Which the physician ha■ a financial 
relationship would ba applied to ■arvi0ea 
reimbursed by all payer• 
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(2) Ban would be extended to apecifi0 liat ot abueiva 
aelf-raferral arrangement■ 

c. Multiple Employer Welfare Arranqemanta 

(l) Multiple Employer Welfare Arrangement• would be 
prohibited from ••lt-inaurin9 
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EXPANSION OF Bw.tJI BENEFITS MP OTHER HEALTH IMI,TIATIYES 

a. Medicaid payaent floor 

A. A tloor would be ••t tor ~edicaid payments tor hospital 
inpatient and outpatient ■ervicea 

Cl) floor would be based on payment• which would 
otherwiae be paid uein9 Medicare-level DRC 
payments 

(2) The tloor could be aet to 80\ ct ~e Medicare 
levels i n 1996, 851 in 1997, and 901 thereatter 

(3) Floor would increase payments to rural and inner­
eity hospi tal• •erving Medicaid patient■ 

B. A floor 00uld be aet for Medicaid payment• for 
pnysieian aarvices 

(1) Floor would be baaed on payment• which would 
otnarwisa be paid usin; Medicare-level RB RVS 
payment• 

c. The additional coats of the Medicaid payment floor 
would be fully aupported by Federal fund• 

9. Medicaid iaprov ... nt• 

A. Expanded health 1naurance coverage to low-income 
Americana under the Medicaid program, Coverage could 
include 

(1) All pr•inant vomen and children with incoaea belov 
2001 povorty 

(2) All Americana vith income b•low 2001 poverty 

(a) would provide health inaurance to two third• 
of the uninaured population 

s. The additional coata o! expanding Medicaid covera9e 
would be tully supported by Federal fund■ 
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10. Expan•ion of Kedioare prevention benefits 

A, · Medicare prevention benetite would be expanded 

B. New benetita ccvereo would 1nclude 

(l) Annual mammograms tor vomen over the aqa of 6S 

(2) Colorectal cancer acraening 

(3) Influenza vaccinations 

(4) Tetanus vaccinations 

c. Demonetration projects of additional prevention 
benefits would be authorized 

o. An OTA etudy would gonaider what proce•• should be 
established to e~pedit• conaidaration or additional 
expansions of Medicare prevention benetita 

ll . Medi~ar• preacription druge 

A. Benefit• 

(l) Pereon• enrolled in Medicare Part B would ba 
covered for new prescription o.ruq ~enet1t 

(a) Benefit would be etfeetiva in 1996 

Pi 9 
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(2) The preacription drug deductible would be $800 in 
1996 

(3) 

(4) 

(a) The deductible would be increaaed to ,aso in 
1997, $900 in 1998 and would be indexed in 
subsequent years to th■ rate ot 9rowth in the 
prescription drug aector within th• 9lobal 
budgets 

8eneficiari•• would contribute a 20 paroent 
coin•urane• as i• now r•quired of o~•r Part B 
benefit■ 

Beneficiary premium■ would fund 25 percent ct the 
coat ot the drug benefit 
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Coverage !or low income Medicare beneficiaries 

. (l) Preacripticn drYga would be provided to low income 
beneficiaries eligible for the Qualified Medicare 
B~neticiary (0MB) program 

(a) Qualified Medicare cenefi0iariee are tho•• 
with income up to 1001 poverty 

(~) All individuals eligible tor QMB benefit• would be 
entitled to pre1cr1pt1on cttu; Denerite unaer the 
Stat• Medicaid program 

(3) Preacr1pt1on oruga tor QMBa would be tullY runaaa 
Yith Federal dollars 

(4) The QJ!a drug benetit would be etrective in 1994 

c. Payments tor prescription druga under Part B 

(l) Payment• would be at 801 of the lesser of the 
aetual charge for tho drug and a payment limit 

(2) The payment limit for single ■ouroe dru9• and for 
multiple source drugs with restrictive 
prescriptions, would be the leaaer of 

(a) The 90th percentile or actual charges tor the 
drug within a geographical area, and 

(b) Th• sum or an adminiatrative allowance plu■ 
the average whol•••l• price 

(3) In the case or a mul~ipl• aourc• druq without a 
reetrictive pre•cription, th• payment limit would 
be the admini•trative allovanea plus the median of 
tne averaqe wn01a1a1e price, tor the drug 

(4) A program to aasuro appropriate prescribing and 
dispensing practice, would be establiahed 

0. A participating pharmacy program would be established 

(l) Participating pharmacies would •iree to accept 
•••ignment on all Medicare claim• tor covered 
outpatient drugs 



E, 

..... 

Point-ot-aale electronic aystem 

·(l) A point-or-sale electronic ■y•t•m would be 
eatabli•h•d tor uae by the national claims 
elearinghou•• and participating pharmacies to use 
to •ubmit claims fer covered outpatient drug■ 

,. Praacription Druq Payment Review commission 

(1) An 11 member Preacription Drug Payment Review 
commission w0u1a be e1tabl11hed 

(2) The Commi11ion would submit an annual report to 
congress regarding increase■ in drug price■, uae 
of covered dru91 1 th• national dru9 formulary, and 
adl!linistrative costs relating to covered druqa 

12. •••1th ineura~c• deduction for th• ■elf•aployad 

A. Selt-e~ployed individuals would~• permitted to deduot 
25 percent of h•alth inaurance expenaaa for health 
insurance through Decemger 31, 1993 

(l) The current daduetion 11 achaduled to expire on 
June 30, 1992 

B. sa1t-amp1oyad individual■ would be peni1tted to deduct 
100 percent ct health insurance axp•n•••, beiinnin9 in 
1994 
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Prelminary Estimates of Cost Containment Savings under Global Budget 

Jwae I 1. 199'2 

I 1991 I lffl I ms I ·"' I .,,, I l"8 I "" 1 .. 1 .,. 

Cune■I law crowt• i■ health 10.1% 
npe■dil■ra 

Growth undtt glolJel buclgd -

Sadngs lo Federal goyem•eat --

Sarinp to private sectGr -

Global budgel effective January I, 1994 

Savi11g5 in billions of dollars 

9.8% 

9.1 

$1 

u 

9.8% 9.7% 

82 7.8 

$7 $11 

$15 $.11 

9.6% 9.4% 9.3% 9.0% CJ.~ 

7.1 5JI S.7 5.6 5.5 

$ll $.U $51 $71 S,l 

$S4 $94 Sill $175 WO 

I 20el I 
9.0% 

S.4 

$11 .. 

S2fl 



THE WHITE HOUSE 

WASHINGTON 

June 16, 1992 

MEMORANDUM FOR ROGER B. PORTER 

FROM: 

THROUGH: 

SUBJECT: 

STEPHANIE FOSSAN 

HANNS KUTTNER 

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 
"Action Now Health Care Reform Act." I have also prepared a 
memo detailing 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 availability 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 development 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 benefit mandates. 

To provide fairness in health deductions: 

• 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 liability 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 lfedicaL Savings Account (lfSA)? 

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 lfSAs 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 lfSAs 

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

o MSAs can be structured to be budget neutral. 

o MSAs are consistent with efforts to encourage savings. 

o MSAs can be tried as an optional benefit that employers 
could offer. 
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Mt'l'CKELL Cl!ALLJ:NOES PRBSI!>EN~l• 'rO SOBMI~ BEALTll CAP..£ LEGISLATION B'Y 
MAY 6; SENATE DEMOCRATS TO POSK J'ORWAP.D HUL't'K CAll ru!:JORM 

senate Majority Leader George J. Mitehell today called on 

President Bush to submit h~alth c~rQ reform legi~l~tion to the 

Congrr.:ss bf May 6th, in time !or the Senat~ Finat'l~e Com.rei.ttee to 

consider duri!'lg it.s hearings. President Bush ann~un.ced a health 

care proposal on February 6 bu~ has yet ~o submit legislation. 

Mitchell made his commenr:s di.iring SenacEC= floe::: debate on th~ 

Domenic! subs~itute resolution to reduce entitlement programs. 

Senator Lloyd Bent.sen, Chairman of the Senate Conit~ittee on 

f' inance, today annount~d that. the CoJTUnitt&e will hoi'd h~arings on 

comprehens i v -e r-ef orm of heal t.ri care costs on May 6 and 7, 1992. 

Mi~chell, in his statement today, was critical of the 

Presidenc's "ab~ence of leadership on health care ... After 3 year~ 

of study, the President finally made a speech more tha~ 2 months 

ago on health care. And to this very moment, 12:39 pm, here in 

the mi ddle of April, the President his not submitted~ bil l , and 

the administration will not ~ell us if or when ~hey will subrn i~ a 

bil l. 
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" .... No health care legi!3lation, comprehensive in nature, ca1 

become law without the Preeiuent's participacion and active 

involvement. That has not occurred •.. we have propcsetl an 

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

ttsenat~r Bentaen's committee is going to hold hc~rings en 

May 6. Wh:r· doesn'~ th~ administration :Submit a bill b}• May 6?" 

During che two months since the Presid~nt announced his 

proposal the ad.ministration's own projections show the naticn 

spent an additional $132 billion on health care a! medical costs 

continue to spiral out of control. 

~ ff~ Mitchell also announc~d today that h~ and hie coll~~gue~ hQve 

agreed to a plan to develop consensus and to press forward 

expeditiously on health care reform legislation, This includes: 

7f The series of sena~e Finance Committee hearings, 
due to begin May 6. The Senate Labor and Human 
Resources will also continue to hold hearings this 
spring on health care reform. 

J O • • tu.1+ ~ ~ ~_.s, :, .'t\'J~t~\,..Lcl '-'7 * Creation of several Senate policy groups to address 
rf' 0 o Q...., major health care issues such as cost ~ontainment, 
\. f'\ oJ ~ ., • · . financing and small business concerns .. · 

~((')~~ * HoldinQ a series ~f briefings with Senacors on th~ 
~f ~- various comprehensive health care proposals. -J t:.•I 
if' 

Creation cf ~ steering committee to wo~·k closely with 
the various organizations and advocates concerned wi~h 
the passag~ of comprehensive health ca~e reform. 

In an effort to move thi! -vital legislation forward, Mit~h~11 

also i:wit.ed Senate Republicans ar.d members of che Adrt1.in i st.ration 

to c i scuss affor~s on health car~ reform. 
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/ Sen.:i.to:r Mit.chall' s staternent follows: 

1 believe that this debate has served a very useful purpoee. 
re nas made clear, clearer than it has ever been, that ·the real 
problem confronting our society is the runaway increase in the 
cost of healr.h c~r•. Thi! resolution h~s been crlLicized as 
unfair, and I join that criticism, because it would provide cuts 
in programs that are not the principal source of the problem, and 
~void dealing with what is che principal source of the problam. 

But I think the resolution does bring into focus, and cause~ 
us to debate and consider first the reality that we all know that 
th& deficit is too large, and growing at too r.apid a rate; and the 
very existence of the resolution ancl the ver'j occurreric~ or t.he 
debate has made clear to Senators, and to the >-~erican people, 
that the crux of the problem, the root ot the problem, is the 
rapidly e~c~lating cost of health care. 

The question has been posed here repeatedl~' t:oday: Why should 
the compensation of a disabled veteran be cut because we are 
u~willing or unable to addre~s the runaway costs of health care7 
It is a profound question. lt is a very difficult qu~stion cu 
answer. 

I believ~ the answer is that the disabled veteran's 
compensation should not be cut. I believe the answer is that we 
should address the problem of health care. That is wh~t the root 
cause of this is. 

You look down this lis~ of incraaso~, you look down these 
programs that will be affected by this mandatory cap, and you see 
that the increase over and above the level set in th.e r.·esolution 
i!> ~tt.ributei.ble almost entirely t:.o healch care cosi.:s. 

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

I do not think that is Che answer. 1 think the resolution 
has served a useful purpose. But I think the answer is to deal 
with t:h'e problem of health cc:s.ce. 

I hope that out of this debate comes a ren~wed determination 
that we will address c~mprehensive health care reform in this 
Congress in this year. 

President Bush took office nearly 3 1/2 years ago. Health 
care was a probl~m then. Health care was a problem every single 
dny tha~ h~ ha~ s~rved ~s Presidenc and that we have sac in che 
Senate since he took office. 
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After 3 yeacs o! study, the President finally made a speech 
more than 2 months ago on health care. And to this very :nornent, 
12:39 Fm, here in the middle of April, the Presidenc has not 
submitted a bill, and the administration will not tell us if or 
when they will submit a bill. 

I say there is an absence of leadership ... a critical 
problem cc,nfn,nting every family ir1 America, a critical problem 
contribu~ing to the .runaway budget deficits which the authors of 
this resolution are· trying to contr.ol -- the int~tion 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 .1fter taking office the President has yet co ~ubrnit. ~bill 
on health care. . 

I have in&roduced legislation to deal with the proble of 
health care, which has as its principal objecth•e controlling the 
runaway increase in the cost of health care. 

When I introduced this bill, I said I do not present this as 
the perfect bill, as the only way, even as the best WKY co deal 
with health care. It is the pr◊duct of 2 years of study and 
effort by a group of Senators who !elt that we must bring runaway 
health cos~~ under control. 

We welcomed alternative sug9estions, and I c~mme.nd the 
Senator from Rhode Island, be:-ause he joined with a group of 
Re:publican Senators and rr.ada an alternative suggestioz!. But the 
Sen~tor from Rhode Island knows deep in his ··h~art. and ir. hii, mind, 
just as I do, that no health care legislation, comprehen!iive in 
natur~, can becom~ law without the President's participation and 
active lnvolvemenc. Thac has not occurred. Three-and-a-half 
years After he took office, 2 months and a week after he made a 
speech, we still do not have a bill-and we do not have any 
indication of if or when there will be a bill. 

I will si~ down wii:h the Senator from lUlQde Island, the 
Secretary of Health and Human Services, and any person che 
administration would like me to sit down with. I ~nvite that 
participation right h~re and now. I will have a meeting at any 
time to try to get this thing moving. 

But there has been no interest at all. All we have received 
are partisan speeches attacking our bill. That is what: wet.ave 
received. 

All we got from the administration is partisan actacks on our 
bill. No effort Lo propose a positive alternative. I think thi s 
debate has crystallized this issue in a ftay that has not occurred 
up until now. I think this debat·e has made clear to everyone that 
we nave to do something about runaway health care costs in our 
society. !~ is the root of the problem here. 
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102D CONGRESS 
2~ SESSION 

[Discussion Drah II] 
Jan. 28, 1992 

I:-i TEE HO-CSE OF REPRESE)J"TATIVES 

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

A BILL 
To amend the Internal Revenue Code of 1986i titles :S...\W 

and XIX of the Social Security -~ct, and the Public 

H ealth Service Act to improve access to health insurance. 

contain health care costs. increase the a\·ailability 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 R epreserita-

2 tives of the [~nited States of A.merica in Congress assembled. 

January 28, 1992 (6 :12 p.m.) 
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1 SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

2 (a) SHORT TITLE.-Th.is Act may be cited as the 

3 "Action ~ow Health Reform Act 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 I-ThIPROTI:D A.CCESS TO .J..FFORDABLE HE.ti.TH 
rnSURWCE 

Subtitle A-Health Deduction Fairness 

See. 101. Increase in deduction for health insurance costs of self-employed indi­
viduals from 25 percent to 100 percent. 

Subtitle B-Incresaed Insurance .Mfordability and Availability for Employees 
of Small Employers 

See. 

Sec. 

See. 
Sec. 
Sec. 
See. 

Sec. 
Sec. 

111. 

112. 

113. 
114. 
115. 
116. 

117. 
118. 

Establishment and enforcement of standards for small employer 
health insurance plans. 

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

Requirement for offering of basic. low cost plan (medaccess plan). 
Requirements relating to initial writing of policies. 
Requirements relating to renewal. 
Establishment of reinsurance or allocation of risk mechanisms for 

high risk individuals. 
Registration of all health benefit plans required. 
General definitions. 

Subtitle C-Improved Small Employer Purchasing P ower of Affordable 
Health Insurance 

Sec. 131. Preemption from insurance mandates for qualified small emplo~·er 
purchasing groups. 

Subtitle D-Clarification of Rules .dpplicable to Multiple Employer Welfare 
~ngements (11EWA.s) 

Sec. 141. Clarification of treatment of single employer arrangements. 
See. 142. Establishment of e:temption process for employee welfare benefit 

plans. 

TITLE II-HE..ll. TH C..IBE COST CONT.dINMENT 

Subtitle ~-Medical ~Ialpractice Reform 

Sec. 201. Definitions. 

PART I-U:S.TI'OR.}! STAXDARDS F'OR JllLPRA.CTICE .\.CTIO:-:-S OR CI.A.DIS 

Sec. 211. Applicability. 
Sec. 212. Calculation and pay1nt!nt ,; f damages. 

January 28, 1992 (6 :12 p.m.) 
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Sec. 213. Joint and several liability for noneconomic damages. 
Sec. 214. Statute of limitations. 
Sec. 215. l7niform standard for determining negligence. 
Sec. 216. Special provision for certain obstetric ser,;ces. 

HLC 

Sec. 2 li . Imposition of costs and fees on plaintiffs bringing frivolous actions. 
Sec. 218. Preemption. 
Sec. 219. Effective date. 

PART Il--GR.\..,TS TO STATES FOR ..il.TER;s;ATIVE DISPCTE RESOLt"TIO:S 

SYSTEJ.lS 

Sec. :221. Grants to states. 
Sec. 222. Administration. 

Subtitle B-Ex:pansion and ~plication of s!edical Practice Guidelines 

Sec. 231. Increase in authorization of appropriations for development of medi­
cal practice gaidelines. 

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

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

Subtitle C-Removing Restrictions on ;y!.anaged Care 

Sec. 241. Removing restrictions on managed care. 

Subtitle D-Papel"'IVork: Simplification 

Sec. 251. H ospital monitoring systems. 

TITLE ill-HEALTH C.IBE S~TY NET 

Subtitle ~ - Community Health ~ ccess 

Sec. 301. Grant program to promote primary health care sem ces for under­
served populations. 

PART Il-.d.SSISTASCE TO FEDERALLY St:PPORTED HEALTH CE:--TERS 

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

Subtitle B-Rural Health Care Initiatives 

Sec. 321. Health professions training improvement. 
Sec. 322. Grants to states regarding aircraft for transporting rural ,;ctims ,1 f 

medical emergencies. 
Sec. 323. Rural health care telecommunications demonstration project. 

Subtitle C-State Flexibility 

Sec. 351. Protection against disallowances for good faith compliance with r~ 
quirements. 

Sec. 352. A.uthorizing warver •H· nu rsing home reform requirements. 

TITLE IT-PRE,"E:--"TI"\t C..iliE UNDER srEDIC.IBE 

January 28, 1992 (6 :12 p.m.) 
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Sec. 401. 
Sec. 40~. 
Sec. 403 . 
Sec. 404. 
Sec. 405. 
Sec. 406. 
Sec. 407. 

Sec. 501. 
Sec. 502. 
Sec. 503. 
Sec. 504. 

Sec. 505. 

Sec. 506. 

Sec. 507. 

Sec. 508. 

Sec. 509. 

Coverage of colorectal screening. 
Coverage of certain immunizations. 
Coverage of well-child care. 
Annual screening mammography. 
Outpatient diabetes education services. 
Demonstration projects for co-verage of 0ther preventive ser,;ces. 

HLC 

OT.d study of process for re,.;ew of medicare coverage of preventive 
services. 

TITLE \·- LONG-TERM C.d.R.E L.'l'ITI.d.TI\'"ES 

Treatment of long-term care insurance or plans. 
Qualified long-term ser..;ces treated as medical care. 
Treatment of prefunded long-term care benefits. 
Qualified long-term care insurance contracts permitted to be offered 

in cafeteria plans. 
Certain exchanges of life insurance contracts for long-term care in­

surance cont racts not ~ble. 
Tax treatment of accelerated death benefits under life insurance con­

tracts. 
Exclusion from gross income for amounts withdrawn from indn;dual 

retirement plans for qualified long-term care insurance. 
Exclusion from gross income for amounts on the surrender or cancel­

lation of any life insurance policy which are used to pay premi­
ums for qualified long-term care insurance. 

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

Sec. 510. Inclusion in income of e.:tcessive long-term care benefits. 
Sec. 511. Effective date. 

1 TITLE I-IMPROVED ACCESS TO 
2 

3 

AFFORDABLE 
SURANCE 

HEALTH IN-

4 Subtitle A-Health Deduction 
s Fairness 
6 SEC. 101. INCREASE IN DED UCTION FOR HEALTH INSUR-

7 ANCE COSTS OF SELF-EMPLOYED INDIVID-

8 UALS FROM 25 PERCENT TO 100 PERCENT. 

9 (a) L'l'CRE._\.SE I> DEDUCTION.-Paragraph ( 1) of 

10 section 162(1) of the Internal Revenue Code of 1986 (re-

11 lating to special nues for health insurance costs of selr'-

January 28, 1992 (6 :1 2 p.m.) 
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1 employed individuals) is amended by striking ··25 percent 

2 of". 

3 (b ) DEDUCTION :VG.DE PER1L-L'IB~T.-Subsection (1) 

4 of section 162 of such Code is amended by striking para-

5 graph (6). 

6 (c) EFFECTITE DATE.-The amendments made by 

7 this section shall apply to ta.."'rable years beginning after 

8 December 31, 1992. 

9 Subtitle ·B-Increased Insurance 
10 Affordability and Availability 
11 for Employees of Small Em-
12 ployers 
13 SEC. 111. ESTABLISHMENT AND ENFORCEMENT OF STAND-

14 ARDS FOR SMALL EMPLOYER HEALTH INSlJR. 

15 ANCE PLANS. 

16 ( a) EsT.ABLISfilIE~T OF GE~9ER.d.L STA~'IDARDS.-

17 (1) R OLE OF ~..uc.-The Secretary of Health 

18 and Human Services shall request the ~ ational -~ -

19 sociation of Insurance Commissioners to develop. 

20 within 9 months after the date of the enactment 0r' 

21 this Act, model regulations that specify standards 

22 with respect to each of the following: 

23 (_.\.) The requirement, under sect10n 

24 

25 

January 28, 1992 (6 :1 2 p.m.) 

113(a). that small employer carriers offer 

~Ied-.\.ccess plans. 
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1 (B ) The basic benefits to be included m 

2 YI ed.A.ccess plans under section 113 (b ). 

3 ( C) The requirements of guaranteed issue 

4 of :Yie<L-\.ccess plans under section 113 ( c). 

5 (D ) The requirements of sections 114 and 

6 115(b). 

7 (E ) The requirements of subsections ( a) 

8 and (c) of section 115. 

9 If the Association develops such regulations specify-

10 ing such standards ·with.in such period, the Secretary 

11 shall review such standards to determine if they 

12 meet such requirements. Such review shall be com-

13 pleted with.in 30 days after the date the regulations 

14 are developed. l -nless the Secretary determines ,nth-

15 in such period that the standards do not meet the 

16 requirements, su ch standards shall serve as the 

17 standards under this section . 

18 (2) Co~GE~CT.-If the A.ssociation does not 

19 develop such model regulations within such period or 

20 the Secretary determines that such regulations do 

21 not meet the requirements described in paragraph 

22 (1), the Secretary shall specify, within 15 months 

23 after the date of the enactment of this Act, stand-

24 ards to carry out the requirements referred to m 

25 subparagraphs (_-\.) through (E ) of paragTaph ( 1) . 

January 28, 1992 (6:12 p.m.) 
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1 (:3 ) EFFE CTIV'E DATE.-The standards pro"\-ided 

2 under th.is subsection-

3 (A ) shall apply to small employer health 

4 benefit plans offered in a State on or after the 

5 date the standards are implemented in the 

6 State under subsection (b)( l ), 

7 (B ) with respect to the requirements re-

8 ferred to in paragraph (l )(D ) (relating to re-

9 quirements for initial writing of policies and 

10 limitations on premium increases), shall apply 

11 to small employer health benefit plans renewed 

12 on or after 3 years after the date such stand-

13 ards are implemented in the State under sub-

14 section (b ) ( 1), and 

15 (C) with respect to the requirements re-

16 ferred to in paragraph (l )(E ) (relating to re-

17 newability and limitation on market reentry I . 

18 shall apply to small employer health benefit 

19 plans renewed on or after the date such stand-

20 ards are implemented in the State under sub-

21 section (b) ( 1 ) . 

22 (b) APPLICATIO~ OF ST-~'IDARDS THROUGH 

23 STATES.-

24 ( 1) _\FPLICATIO~ OF _il.L STA .. 'ID.ARDS TO ~""EW 

25 PL.-L~S.-

January 28, 1992 (6 :12 p.m.) 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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(A ) L"l' GE::sitRAL.-Each State shall sub­

mit to the Secretary, by the deadline specified 

in subparagraph (B ), a report on the implemen­

tation and enforcement of the standards estab­

lished under subsection (a ) \.nth respect to 

small employer health benefit plans offered not 

later than such deadline. 

(B ) DE..illLTh-:E F OR REPORT.-

(i) 1 YE...IB AFTER ST_-LNDARDS EST.IB­

LISHED.-Subject to clause (ii), the dead­

line under this subparagraph is 1 year 

after the date standards are established 

under subsection (a ) . 

( ii) EXCEPTION FOR LEGISUTIO:t,;. ­

ln the case of a State which the SecretaI7-· 

identifies. in consultation with the ~ ationaJ 

~.\ssociation of Insurance Commissioners. 

as-

( I ) requmng State legislation 

( other than legislation appropriating 

funds ) in order for carriers and health 

benefit plans offered to small employ­

ers to meet the standards established 

under subsection (a ), but 
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1 (II) having a legislature which is 

2 not scheduled to meet in 1993 in a 

3 legislative session in which such legis-

4 lation may be considered, 

5 the date specified in this subparagraph 1s 

6 the first day of the first calendar quarter 

7 beginning after the close of the first legis-

8 lative session of the State legislature that 

9 begins on or after January 1, 1994. F or 

10 purposes of the previous sentence, in the 

11 case of a State that has a 2-year legislative 

12 session , each year of such session shall 

13 be deemed to be a separate regular ses-

14 sion of the State legislature. 

15 (2 ) APPLIC-~TION OF CONSr~IER PROTECTIO:--:-

16 TO .ALL PLA.'-l'S.-Each State shall submit to the Sec:-

17 retary, by not later than 4 years after the date 

18 standards are established under subsection (a ). a re-

19 port on the implementation and enforcement of the 

20 standards established under su bparagraphs ( D ) and 

21 (E ) subsection (a l{ l ) (relating to requirements for 

22 initial writing of policies, limitations on premium in-

23 cr eases, renewability. and limitation on market re-

24 entry) with respect t o small employer health beneiit 

January 28, 1992 (6:12 p.m.) 
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1 plans renewed not later than -4 yea.rs after the date 

2 such standards were established. 

3 ( 3) }fORE STR~GE:'.'iT ST-~TE ST_-L~-r)_IB.DS PER-

4 ~1ITTED.- Except as provided in section 112(b ). a 

5 State may implement standards that a.re more strin-

6 gent than the standards established under subsec-

7 tion (a). 

8 (4) FEDER.U. ROLE.-

9 (A ) SECRET~IB.L~ .A.l:"THORITY.- If the 

10 Secretary determines that a State has failed to 

11 submit a report by the deadline specified under 

12 paragraph (1 ) or (2 ) or finds that the State no 

13 longer is carrying out its responsibility under 

14 the respective paragraph, the Secretary shall 

15 notify the State and pro,-ide the State a period 

16 of 30 days in which to submit such report or 

17 to carry out its responsibilities under the re-

18 spective paragraph. If, after such 30-day peri -

19 od. the Secretary finds that such a failure has 

20 not been corrected. the Secretary shall provide 

21 for such mechanism for the implementation and 

22 enforcement of the standards established undt' r 

23 subsection (a) in the State as the Secretary clc>-

24 termines to be appropriate. Such standard:-. 

25 shall apply to health benefit plans offered or r .... 

January 28, 1992 (6:12 p.m.) 



F: \ EGG\ IHCA \ IHCA.DMP 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

HI..C 

11 

newed on or after 3 months after the applicable 

deadlines established under subparagraphs (_~) 

through (C) of subsection (a )( 3). 

(B ) E )WORCE~IE~T THROUGH E.S:CISE 

TAX.-

(i) L~ GENERAL.- Chapter -:1:3 of the 

Internal Revenue Code of 1986 (relating to 

qualified pension. etc., plans) is amended 

by adding at the end thereof the following 

new section: 

11 "SEC. 4980C. FAIL URE BY CARRIER TO COMPLY WITH 

12 SMALL EMPLOYER HEALTH INSURANCE 

13 STANDARDS IN STATES WITHOUT APPROVED 

14 REGULATORY PROGRAMS. 

15 ··(a) hIPOSITION OF T-~~-There is hereby imposed 

16 a ta.--;;: on the failure of any small employer carrier in any 

17 Federal Standard State to comply with the standards es-

18 tablished under section lll (a) of the -~ction ~ow Health 

19 Reform -~ct of 1992. 

20 "(b) Alvt:OU~T OF T_cr.-The tax imposed by subsec-

21 tion (a) shall be equal to 25 percent of the amounts re-

22 ceived by the carrier ( during the period such failure per-

23 sists) for pro"\-iding any health benefit plan to any small 

24 employer in the Federal Standard State. 

January 28, 1992 (6:12 p.m.) 
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l " (c) LLIBILITY FOR T_u.-The ta.-;: imposed by this 

2 section shall be paid by the carrier. 

3 ·' (d) E:X:CEPTIONS.-

4 ·'( l ) CORRECTIONS ~7:THL~ 30 D.AYS.-~o ta.,;: 

5 shall be imposed by subsection (a) by reason of any 

6 failure if-

7 " (A) such failure was due to reasonable 

8 cause and not to willful neglect, and 

9 " (B ) such failure is corrected within the 

10 3 0-day period beginning on earliest date the 

11 carrier knew. or exercising reasonable diligence 

12 would have known, that such failure existed. 

13 "(2 ) "\\ ..... llYER BY SECRET_IBY.-In the case of a 

14 failure which is due to reasonable cause and not to 

15 ,villfu.l neglect, the Secretary may waive pa.rt or all 

16 of the tax imposed by subsection (a) to the enen t 

1 7 that payment of such tax would be excessive r elative 

18 to the failure involved. 

19 " (e) DEFL'ITTIONS.-For purposes of this section-

20 '' (1) C_ili.RIER; ETC.-The terms 'carrier·. 

21 'small employer carrier', 'health benefit plan' , and 

22 ·small employer· ha.Ye the meanings given such terms 

23 in section 118 of the _-\.ction Now Health Reform Act 

24 of 1992. 

January 28, 1992 (6 :12 p.m.) 
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1 '·(2 ) FEDERAL ST_-L'fDARD STA.TE.-The term 

2 'F ederal Standard State· means any State ,nth re-

3 spect to which a detennination is in effect under sec-

4 tion lll(b)(4) of the .\ction _ ·ow Health Reform 

5 .\ct of 1992.". 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

(ii) CLERIC • .\L ..u\IBNDMENT.- The 

table of sections for chapter 43 of such 

Code 1s amended by adding at the end 

thereof the following new items: 

"Sec. -!980C. Failure by carrier to comply with small employer 
health insurance standards in States without ap­
proved regulatory programs.". 

(iii) ~ONDEDU CTIBLE OF T_.\X­

Pa.ragraph (6) of section 275 (a ) of such 

Code (relating to nondeductibility of cer­

tain ta..-.:::es ) is amended by inserting ··-1, ... 

after .. -16 .''. 

( iY ) EFFECTIYE DATE.- The amend­

ment made by clause ( iii) shall apply to 

taxable yers beginning after December :31. 

1992. 

19 SEC. 112. PREEMPTION OF STATE BENEFITS MANDATES 

20 FOR PLANS THAT MEET CONSUMER PROTEC-

21 TION STANDARDS. 

22 ( a) F1.:,rDL'\J"G.- Congress finds that health beneiir 

23 plans offered with resp~ct to small employers affect inter-

24 state commerce. 
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1 (b ) PREE:\IPTIO~. - In the case of a small employer 

2 health benefit plan that meets the standards with respect 

3 to the requirements referred to in subparagraphs (D ) and 

4 (E ) of section 111 (a )( 1), no pro-,;sion of State law shall 

5 apply that requires the offering. as part of the health ben-

6 efit plan with respect to such an employer, of any se:r.;ces. 

7 category of care, or se:r.;ces of any class or type of provid-

8 er. 

9 SEC. 113. REQum.EMENT FOR OFFERING OF BASIC, LOW 

10 COST PLAN (MEDACCESS PLAN). 

11 (a) L"l' GE~R..u,.- Each small employer carrier 

12 which makes available in a State any small employer 

13 health benefit plan shall make available to each small em-

14 ployer in the State a :\Ied..,.\ccess plan (as defined in sub-

15 section (b )) . 

16 (b) :\-1.EDA CCESS PL~"i DEF'TI'-l"'ED.-

17 (1) L"l' GE::-,;"'ER.-U;.- In this subtitle, except as 

18 pro-v;ded in paragraph (2). the term .. 1'Ied..lccess 

19 plan" means a health benefits plan (whether a man-

20 aged-care plan. indemnity plan, or other plan l 

21 that-

22 (A) is designed to pro\.;de only basic hospi-

23 tal. medical. surgical. preventive, and risk as-

24 sessinent beneiits ( including prenatal care and 

25 well-baby r' tLr e l . specified under standards 

January 28, 1992 (6:1 2 p.m .) 
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1 under section lll (a )(l )(B ). so as to make it af-

2 fordable to small employers, 

3 (B) is guaranteed issue (as described m 

4 subsection ( c)), and 

5 ( C) meets the standards established under 

6 sub paragraphs ( D ) and (E ) section 111 (a ) (1 ) 

7 (relating to (relating to requirements for initial 

8 \vriting of policies, limitations on premium in-

9 creases. renewability, and limitation on market 

10 reentry). 

11 (2 ) SPECLU.. Rl..LES FOR HE..U..TH ~L.U)."TE-

12 )L.;...'-l'CE 0RG.A..'-i""IllTI0NS.- :\"\1th respect to a earner 

13 that is a Federally qualified health maintenance or-

14 ganization (as defined in section 130l(a) of the P ub-

15 lie H ealth Se:r:ice ~-\.ct), the term .. :viedAccess plan .. 

16 means a plan of the type described in paragraph ( l 1 

17 but with benefits that are consistent with the r~-

18 quirements for the plans of such an organization 

19 under title Xlil of such Act. \"\:'"ith respect to a carn-

20 er that is not such a F ederally qualified health 

21 maintenance org-anization but which is recog-ruu, l 
~ ~ 

22 under State law as a health maintenance organiza-

23 tion. the term · · :\Iecl-\..ccess plan" means a plan ,n· 

24 the type described in paragraph ( 1) but \nth bene-

Januarv 28. 1992 16 :12 o.m.l 
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1 fits that are consistent \Tith the requirements of 

2 State law for the plans of such an organization. 

3 (3 ) RITTTEW OF ) II::--.nrr,-:vr BE:--."EFIT STA .. "\"D-

4 .. IBDS.-The )i°ational _-\.ssociation of Insurance Com-

5 IlllSs10ners 1s requested to periodically review the 

6 standards for minimum benefits described in para-

7 graph ( 1 )(A). The ... -\.ssociation is r equested to submit 

8 to the Secr etary and the Congress its recommenda-

9 tions on changes that should be made in such stand-

10 ards. 

11 (c ) GU..IB.A.."J"TEED I sstTE F OR :\ilEDACCESS PkL°'<S .-

12 ( 1) L---,r GE~"ERAL.-Each ~Ied....\ccess plan in a 

13 State--

14 (_.\) subject to paragraph (2) and (4 ). must 

15 accept eYery small employer in the State that 

16 applies for coverage under the plan; 

17 (B ) subject to paragraphs ( 2), ( 3). and 

18 ( 4), must accept for enrollment every individual 

19 who is a full-time employee ( or. in the case of 

20 family enrollment with respect to such an em-

21 ployee, the employee's spouse and the employ-

22 ee's dependents Y,ho are under 19 years of age 

23 or who are full-time students and under :2 S 

24 years of age l who applies for eru·ollrnent on a 

25 timely basis: and 

Januarv 28. 1992 /6 :12 o.m.) 
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1 (C) subject to paragraphs (2), (3 ). and (4 ), 

2 may not place any restriction on the eligibility 

3 of an mdiYidual to enroll. so long as such an m-

4 di,:idual is a full-time employee or the employ-

5 ee' s spouse or dependent described m subpara-

6 gTaph (B ). 

7 (2) SPECL.\L RULES FOR HEALTH ~WNTE -

8 ~..A.."l'CE ORGA.."l'IZ.A.TIONS.- In the case of a 

9 }Ied..-\.ccess plan offered by a health maintenance or-

10 ganization, the plan shall-

11 (A) limit the employers that may apply for 

12 coverage to those with eligible individuals resid-

13 mg m the service area of the plan, 

14 (B ) limit the mdividuals who may be en-

15 rolled under the plan to those who reside m the 

16 service area of the plan, and 

17 ( C) ,nthin the service area of the plan. 

18 deny coverage to such employers if the plan 

19 demonstrates that-

2O ( i) it will not have the capacity to de-

21 liver services adequately to enrollees of an:-

22 additional groups because of its obligations 

23 to e:sistmg gTOup contract holders and en-

24 rollees. and 
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l ( ii) it is applying this subparagraph 

2 uniformly to all employers without regard 

3 to the health status. claims experience. or 

4 duration of coverage of those employers 

5 and their employees. 

6 ( 3) EXCEPTION FOR CERT.Al~ L....\.TE E)ffiOLL-

7 EES.-

8 (~-\.) L~ GE~'ERAL.-Except as provided in 

9 this paragraph, paragraph ( l )(B ) shall not 

10 apply to an eligible employee or dependent who 

11 fails to enroll in a health benefit plan during an 

12 initial enrollment period, if such period is at 

13 least 30 days long. 

14 (B ) EXCEPTION F OR TH OSE \\"ITH PRE\l:-

15 ous EYIPLO"Y"ER COTIR...\.GE.- Subparagraph f ~-\. l 

16 shall not apply to an individual who-

17 ( i ) was covered under another emplo:·-

18 er health benefit plan at the time of the in-

19 div-idual' s initial enrollment period. 

20 l ii) stated at the time of initial enroll-

21 ment period that coverage under another 

22 employer health benefit plan was the r ea-

23 son for declining enrollment. 

24 ( iii i lost coverage under another em-

25 ployer heal th benefit plan as a result or· 

January 28, 1992 (6 :12 p.m.) 
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1 termination of emplo3ment, the termina-

2 tion of the other plan·s coverage. death of 

3 a spouse, or divorce, and 

4 (iv) requests enrollment "l.vithin 30 

5 days after termination of coverage under 

6 another employer health benefit plan. 

7 ( C) EXCEPTION FOR OPEN ENROLL-

8 i\lIE~T.-Subparagraph (A) shall not apply to 

9 an individual who--

10 (i ) is employed by an employer which 

11 offers multiple health benefit plans, and 

12 ( ii) elects a different plan during an 

13 open enrollment period. 

14 (D ) EXCEPTION FOR COl~T ORDERS.-

15 Subparagraph (-..\.) shall not apply to a spouse 

16 or minor child if a court has ordered coverage 

17 be provided for the spouse or child under a coY-

18 ered employee· s health benefit plan and request 

19 for such coverage is made within 30 days after 

20 issuance of such court order. 

21 ( 4) EXCEPTIO.\" FOR ST-~TE _.\LLOC-~TION OF 

22 IDGH RISK G"Df\wL~S -~'m S11.ALL E:.IPLOYERS.-

23 Paragraph ( 1) shall not apply in the case of a State 

24 which pro,-ides fo r the enrollment under a 

25 ~IecL...\.ccess plan ,)t' ~my small employer or indi,-iduaJ 

J anuarv 28. 1992 16 :12 o .m .l 
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1 whose enrollment under each ::\Iecl\.ccess plan would 

2 be required under such paragraph but for th.is para-

3 graph. 

4 SEC. 114. REQum.EMENTS RELATING TO INITIAL WRITING 

5 OF POLICIES. 

6 ( a) LD.IITATIONS ON TRE.AT~I:E:>i'T OF PRE-EXISTI:>i'G 

7 CO:IDITIONS.-

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(1) L~ GE:--TER.-\.L.- A ca.rrier may not unpose 

( or require an employer to impose through a waiting 

period for coverage . under a health benefit policy or 

similar requirement) a Lim.itation or exclusion of ben­

efits under a small employer health benefit plan re­

lating to treatment of a condition based on the fact 

that the condition pre-existed the effectiveness of the 

policy if-

(_-\.) the condition relates to a condition 

that was not diagnosed or treated within t3 

months before the date of coverage under the 

plan, 

(B ) the limitation or exclusion extends o-:er 

more than 1:2 months after the date of coverage 

under the plan. or 

(C) the limitation or exclusion applies v, 

an indi,-idual ,,ho. as of the date of birth, ,,<1.:-­

covered under rhe plan. 
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1 (2 ) Pru:,-rocs SATISF_-\.CTio :--,; OF PRE-E.xISTI_);G 

2 CONDITION REQ'CIRE:\-IB:--TT.-

3 (_-\.) L"-"" GE)j""ERAL.- 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 individ-

7 ual was covered for the condition under a small 

8 employer health benefit plan that was in effect 

9 before the date of the enrollment under the car-

10 rier's plan. 

11 (B ) Co:--.-TD-UOUS CO'i.""ERAGE REQl,"IR.ED.-

12 Subparagraph (_-\.) shall no longer apply if there 

13 is a continuous period of more than 60 days on 

14 which the indiYidual was not covered under an 

15 employer health benefit plan. 

16 (b ) LIMITS ON Pru:~fil""":\,!S.-

17 ( 1) LEvIIT or--; , ...IBL-\.TION OF L'IDE:S: RATES BE-

18 nVEEN CLASSES OF B'CSD.""ESS.-

19 (_-\.) L"-"" GE~RAL.-As a standard und~r 

20 section 11:2 . the index rate for a rating period 

21 for any class of business of a small employer 

22 carrier may not exceed the index rate for an~· 

23 other class of business by more than :2 0 per-

24 cent. 

J ,.nu"rv 28. 1992 16 :1 2 o .m .\ 
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1 (B ) E:S:CEPTIO~S .- Subparagraph ( ~-i) 

2 shall not apply to a class of business if-

3 (i) the class is one for which the carri-

4 er does not reject. and never has rejected. 

5 small employers included ,nth.in the defi.n.i-

6 tion of employers eligible for the class of 

7 business or otherwise eligible employees 

8 and dependents who enroll on a timely 

9 basis, based upon their claim experience or 

10 health status. 

11 (ii) the carrier does not involunt arily 

12 transfer , and never has involuntarily trans-

13 £erred, a health benefit plan into or out of 

14 the class of business, and 

15 (ii ) the class of business 1s current!:· 

16 available for purchase. 

17 (2) LDIIT o::--. V_IBLl.TION OF PRE~fil"),! R..~TES 

18 'WITHL.~ A CLA.SS OF BUSINESS.- F or a class of busi-

19 ness of a small employer carrier. as a standard 

20 under section 11:2 the premium rat es charged during 

21 a rating period to small employers with similar de-

22 mograph.ic or other r ele...-ant characteristics (not re-

23 lating to claims experience. health status, or dura-

24 tion of coverage) for the same or similar co...-erage. 

25 or the r at es which could be charged to such emplo:s-·-

January 28. 1992 (6 :12 p .m .) 
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1 ers under the rating system for that class of busi-

2 ness. shall not vary from the index rate by more 

3 than 25 percent of the index rate. 

4 ( 3 ) LDIIT ON PER1IISSIBLE RATE ,~_IBI -

5 _-\..TIONS.- Subject to paragraphs (1) and (2 ), as a 

6 standard under section 112. a carrier may establish 

7 rate variations based on factors such as geography, 

8 demography. and industry and plan design. 

9 ( 4 ) LDIIT ON TRA..'fSFER OF E11PLOYERS 

10 -~\1ONG CLASSES OF BGSDIBSS.- .As a standard 

11 under section 112. a small employer carrier may not 

12 involuntarily transfer a small employer into or out or 

13 a class of business. ~l small employer carrier may 

14 not offer to transfer a small employer into or out of 

15 a class of business unless such offer is made to 

16 transfer all small employers in the class of business 

17 without regard to demographic characteristics. claim 

18 experience, health status, or duration since issue. 

19 (5) DEFDrITIO:\"S.-In this subsection: 

20 (A ) BASE PRE?YIIT:.1 R.d.TE .-The term 

21 :,base premium rate ' ' means. for each class .-:, r' 

22 business for each rating period. the lowest pre-

23 mium rate charged or which could have been 

24 charged under a rating system for that class ,n· 

25 business b:- he small employer carrier to small 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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employers '\Tith similar demographic or other 

relevant characteristics (not relating to claims 

experience, health status, or duration of cover­

age) for health benefit plans .,.,nth the same or 

similar coverage. 

(B ) CL.ASS OF BL"SI~"ESS.-The term 

" class of business" means, wi.th respect to a 

carrier, all ( or a distinct group of) small em­

ployers as shown on the records of the carrier. 

( C) RrLES FOR EST..IBLISHING CL.ASSES 

OF Bl-SD-"ESS.-For purposes of subparagraph 

(B )-

(i) a carrier may establish, subject to 

clause ( ii). a distinct group of small em­

ployers on the basis that the applicable 

health benefit plans either-

(I) are marketed and solJ 

through individuals and organizations 

which are not participating in the 

marketing or sale of other distinct 

groups of small employers for the ear­

n er. 

l II) have been acquired from an­

other carrier as a distinct group, or 
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1 (III) are pro\ided 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 (ii) 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 variation in health care costs: 

11 and 

12 ( iii) notwithstanding clauses (i) an<l 

13 (ii) . a Commissioner of Insurance of a 

14 State may, upon application. approve adcli-

15 tional distinct groups upon a finding that 

16 such approval would enhance the efficienc.•, 

17 and fairness of the small employer market -

18 place. 

19 (D ) 1::--.-nE:s: RA.TE.- The term "index rate· · 

20 means, with respect to a class of business. tho:: 

2 1 arithmetic a\·erage of the applicable base premJ-

22 um rate and the corresponding highest premi-

23 um rate for the class. 

24 (c) F1.r1..1.. DISCLO:::TRE OF R.\.TDTG PRACTICES.-. .\, 

25 the time a carrier od'~rs a health benefit plan to a sma~ 
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1 employer. the carrier shall fully disclose t o the employer 

2 rating practices for small employer health benefit plans. 

3 including rating practices for different industries. popula-

4 tions and benefit designs. 

5 ( d) _.\..CTU..IBLU. CERTIFIC_-\.TION.-Each carrier shall 

6 file annually with the State commissioner of insurance a 

7 written statement by a member of the American _.\..cademy 

8 of Actuaries ( or other individual acceptable to the commis-

9 sioner) that, based upon an examination by the indi"1.dual 

10 which includes a re,1.ew of the appropriate records and of 

11 the actuarial assumptions of the carrier and methods used 

12 by the carrier in establishing premium rates for applicable 

13 small employer health benefit plans-

14 ( 1) the carrier is in compliance with the appli-

15 cable pro,1.sions of this section. and 

16 (2) the rating methods are actuarially sound. 

17 Each carrier shall retain a copy of such statement for ex-

18 am.ination at its principal place of business. 

19 (e) REGISTR..-\.Tio ::--,-- A ... '-<""D REPORTL'i'G.-Each earner 

20 that issues any small employer health benefit plan in a 

21 State shall be registered or licensed ·with the State com-

22 missioner of insurance and shall comply \Tith any report-

23 ing requirements of the commissioner relating to such a 

24 plan. 
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1 (f) "'CSE OF JilXDIT.,"":II P .. illTICIPATIO~ REQGIRE-

2 ::\IB:\TT .-A carrier may condition issuance, or rene-wal. of 

3 a health benefit plan to a small employer on the eru·oll-

4 ment of a minimum number ( or percentage) of its full-

5 time employees. in accordance with standards established 

6 to carry out this section. Such standards shall require that 

7 any such conditions be imposed uniformly on employers 

8 of the same size. 

9 SEC. 115. REQUIREMENTS RELATING TO RENEWAL. 

10 (a) RE).""EW.ABILIIT.-A carrier may not cancel a 

11 small employer health benefit plan or deny renewal of co,·-

12 erage under such a plan other than-

13 ( 1) for nonpayment of premiums, 

14 (2) for fraud or other misrepresentation by the 

15 insured. 

16 ( 3) for noncompliance with plan pro,1..sions. 

17 ( 4) for failure to maintain ( in accor dance ,nth 

18 standards established under section 11-l(f)) the 

19 number of enrollees under the plan at the number 

20 ( or percentage ) required under the plan. 

21 ( 5) for misuse of a pr ovider net\vork pro,i.sion. 

22 or 

23 ( 6) because the carrier is ceasing to pro,i.de an:, 

24 small employer health benefit plan in a State. or. in 
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1 the ease of a health maintenance organization. m a 

2 geographic area. 

3 (b ) LIMITATION ON PRE:"m.·~r I)l'CRE...\.SES.-A carrier 

4 may not provide for an increase in the premium charged 

5 a small employer for a small employer health benefit plan 

6 in a percentage greater than such percentage as shall be 

7 specified in standards referred to in section lll(a)( l )( D ). 

8 Such standards shall take into account increases in premi-

9 ums charged for new coverage of small employers under 

10 the plan. 

11 (c) Lil\ITTATION ON }UR.KET REE)l'TRY.-If a carrier 

12 terminates the offering of health benefit plans to small 

13 employers in an area. the carrier may not offer such a 

14 health benefit plan to any small employer in the area until 

15 S years have elapsed since the date of the termination 

16 SEC. 116. ESTABLISHMENT OF REINSURANCE OR ALLOCA· 

17 TION OF RISK MECHANISMS FOR HIGH RISK 

18 INDIVIDUALS. 

19 (a) EsT.IBLISIDIE:--;-T OF STA.:ffi.-IBDS.-

20 (1) R OLE OF :--;-_.uc.- The Secretary of Health 

21 and Human Ser.ices shall request the );°ational _.\....,-

22 sociation of Insurance Commissioners to deYelop. 

23 within 9 months after the date of the enactment ,·,r' 

24 this Act. models for reinsurance or allocation of risk 

25 mechanisms l in this section referred to as the .. r eu1-
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1 surance or allocation of risk mechanism") for indi-

2 ,i.duals and small employers who are enrolled m1der 

3 a small employer health benefit plan that meets the 

4 standards vvith respect to the reqwrements referred 

5 to in subparagraphs (D ) and (E ) of section 

6 lll(a)( l ) and for whom a carrier is at risk of incur-

7 ring high costs under the plan. If the Association de-

8 velops such models within such period, the Secretary 

9 shall review such models to determine if they pro·vide 

10 for an effective reinsurance or allocation of risk 

11 mechanism. Such re\i.ew shall be completed within 

12 30 days after the date the models are developed. r n-

13 less the Secretary determines within such period 

14 that such a model is not an effective reinsurance or 

15 allocation of risk mechanism. such remaining modds 

16 shall serve as the models under this section. 

17 (2 ) CONTI);GE::--.CT.- If the .. Association does not 

18 develop such models vvithin such period or the Secre-

19 tary determines that all such models do not pro\1.de 

20 for an effecti-1:e remsm·ance or allocation of risk 

21 mechanism, the Secretary shall specify, vvithin 1 S 

22 months after the date of the enactment of this _-\.ct. 

23 models to carry out this section. 

24 (b ) DIPLE:\.IE~T_.\.TIO~ OF REI~st-ru.._"icE OR ALLOC.\. -

25 TION OF RISK ~1ECH...-L'-"1S:-IS.-
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1 ( 1) BY ST_-\.TES.- Each State shall establish 

2 and fund one or more reinsurance or allocation of 

3 risk mechanisms by not later than the deadline spec-

4 ified in section 111 (b) ( 1) (B ). In order to assure the 

5 financial solvency of the mechanism, the State may. 

6 no~nthstanding any provision of law to the con-

7 trary. impose charges on any entity (including a self-

8 insured entity) providing employee-related health 

9 benefits, so long as such charges do not discriminate 

10 with respect to entities that would (but for this pro-

11 vision) not be subject to such charges. 

12 (2) FEDERAL ROLE.-

13 {) .. ) L"'i GE~RA.L.- If the Secretary deter-

14 mines that a State has failed to establish a re-

15 insurance or allocation of risk mechanism under 

16 paragraph ( 1). the Secretary shall establish 

17 such a reinsurance or allocation of risk mecha-

18 nism meeting the requirements of this para-

19 graph. 

20 (B ) C_-\.RRIER ELECTIO~.- In a reinsurance 

21 or allocation of risk mechanism established b:· 

22 the Secretary under th.is paragraph. a carrier 

23 issuing a small employer health benefit plan 

24 that meets the standards \nth respect to the re-

25 quirements rt>r·e rred to in subparagraphs l D ' 
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and (E ) of section lll (a )( l ) (relating to re-

quirements for initial \ITiting of policies, limita­

tions on premium increases. renewability, and 

limitation on market r eentry) ma,· elect to se-. . 

cure reinsurance or allocation of risk for costs 

of the carrier with respect to the plan. Such an 

election must be made at the beginning of the 

year involved. and shall remain in effect for a 

period of :3 years, and is subject to extension 

for additional periods of :3 years. 

( C) REL"'\.TSl:~"'l'CE ~-IECH...-L '-tISM.- l~ nless 

the Secretary determines under subparagraph 

(D ) that an allocation of risk mechanism is the 

appropriate mechanism to use in a State under 

this paragraph. the Secretary shall establish for 

use under tbis section for each State a reinsur­

ance mechanism under which-

( i) reinsurance shall be aYailable for 

90 percent of plan costs for an enrollee for 

a year after the plan has incurred payment 

obligations of $5.000 in the year and for 

100 percent of plan costs for an enrollee 

for a r ear after the plan has incurred pay­

ment oblig-ations of $ 10.000 in the year: 

and 
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( ii ) the Secretary shall charge a carri­

er. for the reinsurance of an ind.iYidual 

through the mechanism. a premium-

( I ) in the case of inclivi.duals rein­

sured through the mechanism, equal 

to 500 percent of the premium that 

the carrier is charging the individual, 

or 

(II) in the case of a group r ern­

sureq. through the mechanism, equal 

to 150 percent of the premium that 

the carrier is charging the group. 

(D ) -liLOCATIO .. OF RISK .:r!ECH..--L'ITS?l-1.-li 

the Secretary determines that. due to the na­

ture of the insurance market in the State ( in­

cluding a relatively small number of small em­

ployer health benefit plans offered or a relatiYe­

ly small number of uninsurable small employers 

or individuals ). an allocation of risk mechanism 

would be a better mechanism than a reinsrn·­

ance mechanism. the Secretary shall establish 

for use under this section for a State an alloca -

tion of risk mechanism under which uninsurable 

ind.i-,;,:iduals and small employers would be equi-
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tably assigned among small employer health 

benefit plans. 

(E ) FI).."_-L'i'CDi'G DEFICIT FOR REI);Sln­

_-L","CE ~IB CH...-L'-.1S:MS. -

( i) I:--i GE~RAL.-Chapter -:1:3 of the 

Internal Revenue Code of 1986 (relating to 

qualified pension plans. etc. ) is amended 

by adding at the end thereof the follovving 

new section: 

10 "SEC. 4980D. ADDITIONAL TAX TO FUND REINSURANCE IN 

11 STATES UNDER FEDERAL REINSURANCE. 

12 ·· (a ) D.IPOSITION OF T_-L"'\:.-There is hereby imposed 

13 a ta."\: on the pro·viding of any health benefit plan w·hich 

14 covers any employee in a Federal reinsurance State. 

15 .. (b) _\1rol-)[T OF T --L~ -

16 " ( 1) L - GE::--."'ER..U..-The tax imposed by subsec--

17 tion (a) shall be equal to the applicable percenta?'=' 

18 of the amount received by the provider of such plan 

19 for providing such plan in such F ederal reinsuranc- ... 

20 State. 

21 "(2 ) _-\.PPLIC U3LE PERCE)[T_~GE .-For purpOSt'~ 

22 of paragraph 1 1). the term · applicable percentage· 

23 means, with respect to any State for any period. th ... 

24 lowest percentage estimated by the Secretary as gen-

25 erating sufficient re,·enues to carry out sect i1 •1, 
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1 116(b)( 2) of the _-\.ction :-:ow H ealth Reform _-\.ct of 

2 19 92 in such State for such period. 

3 ' ·(c) LIABILITY FOR T_-L~.-The ta.~ imposed by this 

4 section shall be paid by the provider of the health benefit 

5 plan. 

6 .. ( d) DEFINITIONS.-For purposes of this sect ion-

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

·'( l ) PRO\WER.-The term 'provider ' means­

.; (_-\.) in the case of a health benefit plan 

provided thr ough insurance, the carrier under­

vvriting the plan; 

· · (B ) in the case of a health benefit plan 

that is offered by a health maintenance organi­

zation. the organization. or 

'· (C) in the case of a self-insured plan. the 

plan administrator . 

"(2 ) FEDERAL REINSURA.."l'CE STATE.-The 

17 term ·F eder al reinsurance State' means any State 

18 with respect to \,hich a determination is in effect 

19 under section 116(6)(2) of the .Action ~ o,,,, H ealth 

20 Reform Act of 199:2 and for which the Secretary or' 

21 H ealth and Human Services has established a r ein-

22 surance mechanism under subparagraph ( C) of such 

23 section for the State.·· 

24 

25 

( ii l CLERICAL _D'IEJDME :\"T .- The 

table or sections for chapter J:3 of such 
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Code is amended b,· acld.ino- at the end 
V 0 

thereof the following new item: 

··See. -!980D . Additional t~ to fund reinsurance in States under 
Federal reinsurance. ·• 

3 (c) Co~STRlT TI0N.- Nothing in this section shall be 

4 construed as to pr ohibit 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 REQum.ED. 

9 ~otwithstand.ing any other pr ov1s10n of law, each 

10 State commissioner or superintendant of insurance may. 

11 under State law, require each employer health benefit plan 

12 (including a self-insured plan) to be register ed with such 

13 official, if the plan is not othennse required to be regis-

14 tered or licensed vvith the official under section 11 J ( e 1. 

15 and to provide the official with such information on the 

16 plan as may be necessary to carry out section 116. Insofar 

17 as the Secretary is e:s:ercising authority under section 

18 116(b )(2), the s~cretary may impose the requirement 

19 under the previous sentence in the same manner as a 

20 State commissioner of insurance may impose the requirt>-

21 ment. 

22 SEC. 118. GENERAL DEFINITIONS. 

In this subtitle: 
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1 (1 )(_-\.) The term .. carrier'' means any entity 

2 which pro,-ides health insurance or health benefits in 

3 a State, and includes a licensed insurance company. 

4 a prepaid hospital or medical service plan. a health 

5 maintenance organization. a multiple employer wel-

6 fare arrangement or employee benefits plan ( as de-

7 fined under the Employee Retirement Income Secu-

8 rity Act of 197-1), or any other entity pro,-iding a 

9 plan of health insurance subject to State insurance 

10 regulation. 

11 (B ) The term "small employer carrier'' means 

12 a carrier ,vith respect to the issuance of a small em-

13 ployer health benefit plan. 

14 (2 ) The term .. health benefit plan" means any 

15 hospital or medical expense incurred policy or certifi-

16 cate. hospital or medical service plan conn·act. or 

17 health maintenance subscriber contract. but does not 

18 include-

19 (_-\.) accident-only. cr edit: dental, or clisabil-

20 ity income insurance. 

21 (B) coverage issued as a supplement to li-

22 ability insurance. 

23 (C ) ,,orker·s compensation or similar m-

24 surance. or 
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2 

(D ) automobile medical-payment msur-

ance. 

3 (2 ) The term ··Secreta.I"}_., means the Secr etar:· 

4 of H ealth and Human Sen -ices. 

5 (3)(_.\.) The term ·· small employer" means an 

6 entity actively engaged in business which. on at least 

7 SO percent of its working days during the preceding 

8 year, employed at least 2, but fewer than 36. full -

9 time employees. F or purposes of determining if an 

10 employer is a small employer, ntles similar to the 

11 rules of subsection {b ) and (c) of section -!1-± of the 

12 Internal Revenue Code of 1986 shall apply. 

13 (B ) The term ··full-time employee' ' means. \nth 

14 respect to an employer. an indi"-idual who normall:· 

15 is employed for at least 30 hours per week by the 

16 employer. 

17 ( 4 ) The term ··small employer health bene.tit 

18 plan" means a health benefit plan -which pro'\1.des 

19 coverage to one or more full-time employees of a 

20 small employer. 

21 (5) The term ··State·• means the 50 States. the 

22 District of Columbia. and Puerto Rico. 

23 ( 6) The term "State commissioner of insur-

24 ance·· includes a State superintendent of insurarn.::: 
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1 Subtitle C-Improved Small Em-
2 

3 

ployer Purchasing Power of 
Affordable Health Insurance 

4 SEC. 131. PREEMPTION FROM INSURANCE MANDATES FOR 

5 QUALIFIED SMALL EMPLOYER PURCHASING 

6 GROUPS. 

7 (a) Qu_-U.IFIED S~L-U.L EMPLOYER PCRCHASI:--G 

8 GROL"P DEFI)JED.-For purposes of th.is 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 H ealth and Human Ser,:ices at such 

12 time and in such form as the Secretary may require: 

13 and 

14 ( 2 ) on the basis of information contained in tht> 

15 application and any other information the Secretar:· 

16 may require. the Secretary determines that-

17 U .. ) the association is ad.ministered soleh· 

18 under the authority and control of its memb~r 

19 employers. 

20 (B l the association 's membership consist., 

21 solely of emplo:·ers vnth not more than 100 em-

22 ployees ( e:s:cept that an employer member of th.-

23 group may retain its membership in the grou ;' 

24 if, after the Secretary determines that the assr ,. 

25 ciation met:'ts the requirements of this par:1 · 
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1 graph, the number of employees of the employer 

2 member increases to more than 100 ), 

3 ( C) i.nth respect to each State in which its 

4 members are located. the association consists of 

5 not fewer than 100 employers. and 

6 (D ) at the time the association submits its 

7 application. the health benefit plans vnth re-

8 spect to the employer members of the associa-

9 tion are in compliance with applicable State 

10 laws relating to health benefit plans. 

11 (b) PREEMPTIO~ FROM L'-:Sl"RA..'.J"CE }lA..XiDATES.-

12 ( 1) FI)l""DL'-iG.- Congress finds that employer 

13 purchasing groups organized for the purpose of ob-

14 taining health insurance for employer members af-

15 feet interstate commerce. 

16 (2) PREE::\IPTIO~ OF ST-~TE ::\L~"\i""D.A.TES.- In the 

17 case of a qualified small employer purchasing grou p 

18 descr ibed in subsection (a ), no pro,i.sion of State lan· 

19 shall apply that requires the offering, as part of rhe 

20 health benefit plan i.nth respect to an employer 

21 member of such a group. of any services, categor:· 

22 of care. or se:t"i.ces of any class or type of proYider. 

23 ( 3) PREE::\IPTIO:\'" OF PROTISIO::--rS PROHIBIT!>"(;. 

24 E1IPLOi"ER GROl-PS F R O:.1 PrRCH.A.SI~G HE..ll. TH I>"· 

25 SUR .. ~'-iCE.-In the case of a qualified small emplo:·er 
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1 purchasing group described m subsection (a ), no 

2 pro,-ision of State or local law shall apply that pro-

3 hibits a group of employers from purchasing health 

4 insurance with respect to member employers of the 

5 group or their employees. 

6 (c) EFFECTIYE D_.\.TE.- This section shall take effect 

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

8 Subtitle D-Clarification of Rules 
9 Applicable to Multiple Em-

10 ployer Welfare Arrangements 
11 (MEWAs) 

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

13 PLOYER ARRANGEMENTS. 

14 (a ) I~ GE~"ERAL.- Section :3 (40 )(B ) of the Emplo:·ee 

15 Retirement Income Security Act of 197-1 (29 l -.s.C. 

16 1002(-l0 )(B )) is amended-

1 7 ( 1 ) in clause ( i). by inserting ··for any plan year 

18 of any such plan. or any fiscal year of any such 

19 

20 

21 

22 

23 

24 

other arrangement." after .. single employer''. and b:· 

inserting ··during such year or at any time during 

the preceding 1-year period' ' after ··common con­

trol"; 

(2 ) in clause l iii ). by striking ' ·common control 

shall not be based on an interest of less than :2S per­

cent'' and insen:ing ··an interest of greater than :2 .~ 
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1 percent may not be required as the ffillll.ffium mter-

2 est necessary for common contror ·. and by striking 

3 '' and' ' at the end, 

4 ( 3) by redesignating clause (iv) as clause ( Y), 

5 and 

6 (-:I: ) by inserting after clause ( iii) the following 

7 new clause: 

8 " (iv) in determining, after the application of 

9 clause (i), whether benefits are pr ov-"ided to employ-

10 ees of two or more employers, the arrangement shall 

11 be tr eated as ha.Ying only 1 participating employer-

12 .. (I ) if. at the time the determination 

13 under clause (i) is made. the number of iridiYid-

14 uals who are employees and former employees 

15 of any one participating employer and who are 

16 covered under the arrangement is greater than 

17 95 percent of the aggregate number of all iridi-

18 \-"iduals who are employees or former employees 

19 of participating employers and who are co·,;erecl 

20 under the arrani:rement. or 

21 .. (II) iri the case of a multiple employer 

22 welfare arrangement established and main-

23 tained by a franchisor for a franchise netw·ork 

24 consisting- or' its franchisees. if. at the time the 

25 determinatio n under clause (i) is ma.de, the a&-
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2 

gregate number of all ind.iYiduals who are em­

ployees and former employees of such 

3 franchisor and such franchisees and who are 

4 covered under the arrangement is greater tha11 

5 95 percent of the aggregate number of all indi-

6 viduals who are employees or former employees 

7 of participating employers and who are covered 

8 under the arrangement, and" . 

9 (b) E FFECTI\""E D . .\.TE.-The amendments made by 

10 this section shall take effect July 1. 1992. except that the 

11 Secretary of Labor may issue regulations before such date 

12 under such amendments. The Secretary shall issue all reg-

13 ulations necessary to carry out the amendments made by 

14 this section not later than July 1. 1992. 

15 SEC. 142. ESTABLISHMENT OF EXEMPTION PROCESS FOR 

16 EMPLOYEE WELFARE BENEFIT PLANS. 

17 ~ot later than .July L 1992. the Secretary of Labor 

18 shall prescribe regulations under section S 1 -4: (b ) ( 6) ( B ) of 

19 the Employee Retirement Income Security Act of 19,-± 

20 (29 r .S.C. 11-1-4: (b l( o HB ll pro,-iding for exemptions or" 

21 employee welfare 

22 51-4: (b)( 6)(A)(ii) 

23 11-4:-1(b )( 6)(~.\.)(ii)) . 

of 

benefit 

such 

plans 

~.\.ct 

from 

(29 

secnon 

l - ......... 
.:::i .L. 
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1 TITLE II-HEALTH CARE COST 
2 CONTAINMENT 
3 Subtitle A-Medical Malpractice 
4 Reform 
5 SEC. 201. DEFINITIONS. 

6 ~\s used in this subtitle: 

7 ( 1) ~.\LTER)."ATIYE DISPUTE RESOLeTION SYS-

8 TE:\-L- The term ··alternative dispute resolution s:-·s-

9 tern" means a system that is enacted or adopted by 

10 a State to r esolve medical malpractice liability claims 

11 vvithout resort to. or as an alternative to. a judicial 

12 proceeding in a State court. 

13 (:2 ) CL-illU .... "iT.- The term ;.claimant" means 

14 any person who brings a medical malpractice liabilit:· 

15 claim and. in the case of an indi,:idual who is dt1-

l 6 ceased, incompetent. or a minor. the person on 

17 whose behalf such an action is br ought. 

18 (3 ) E CONO:.ITC DA:\U.GES.-The term ' ·econom1v 

19 damages" means damages paid to compensate an i.n-

20 di"-idual for losses fo r hospital and other medical ex-

21 penses. lost \\ages. lost employment. and other pecu -

22 niary losses. 

23 (-1 ) HR..u. TH C .\.RE PROFESSI0N...U..-The teri: , 

24 "health care pr0f1:ssional" means any indi,-iclual \\h• 

25 pro"-ides health car ~ sen-ices in a State and ,\°ho > 
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1 required by . State law or regulation to be licensed or 

2 certified by the State to pro,i.de such services in the 

3 State. 

4 (5) HEALTH CIBE PR0YIDER.- The term 

5 .. health care pro,i.der'' means any organization or 

6 institution that is engaged in the delivery of health 

7 care services in a State that is r equired by State law 

8 or r egulation to be licensed or certified by the State 

9 to engage in the delivery of such seni.ces in the 

10 State. 

11 ( 6) L"\i"J"CRY.- The term ,: injury' ' means any ill-

12 ness. disease, or other harm that is the subject of 

13 a medical malpr actice liability claim. 

14 (7 ) YIBDIC....U. }ULPRACTICE LLIBILITY _.\.C-

15 TI0N.- The term .. medical malpractice liability ac-

16 tion'' means any civil action brought pursuant to 

17 State law in which a plaintiff alleges a medical mal-

18 pr actice liability claim against a health care provider 

19 

20 

or health care professional. 

(8) ~1EDICU.. }LU..PRACTICE LL-ill ILITI-

21 CLAnL- The term .. medical malpractice liability 

22 claim'' means any claim relating to the provision of 

23 ( or the failure t o pro,i.de ) health care services wi.th-

24 out regard to the theory of liability asserted. and in-

25 eludes any third-party claim. cross-claim, counter-
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1 claim, or contribution claim in a medical malpractice 

2 liability action. 

3 ( 9) )i°Q:N~CO~OoIIC DA:\Ll.GES.-The term .. non-

4 economic damages'' means damages paid to compen-

5 sate an individual for losses for physical and emo-

6 tional pain, suffering, inconvenience, physical im-

7 pairment, mental anguish, disfigurement, loss of en-

8 joyment of life. loss of consortium, and other 

9 nonpecuniary losses. 

10 (10) SECRET...IBY.-The term ,:secretary' ' 

11 means the Secretary of Health and Hu.man Senices. 

12 (11) STATE.-The term .. State" means each of 

13 the several States, the District of Columbia. the 

14 Commonwealth of Puerto Rico, the "\7"irgin Islands. 

15 and Guam. 

16 PART I-UNIFORM STANDARDS FOR 

17 MALPRACTICE ACTIONS OR CLAIMS 

18 SEC. 211. APPLICABILITY. 

19 Except as pro,ided m section 217. this part shall 

20 apply to any medical malpractice liability action brought 

21 in a F ederal or State court and to any medical malpractice 

22 liability claim subject to an alternative dispute r esolution 

23 system. 
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1 SEC. 212. CALCULATION AND PAYMENT OF DAMAGES. 

2 (a ) PERIODIC p_.\.Y:.\IENTS FOR Frn-RE L OSSES.- :\'o 

3 person may be required to pay more than $100,000 in a 

4 single pa3ment in economic or non-economic damages for 

5 expenses to be incurred in the furn.re. but shall be permit-

6 ted to make such payments on a periodic basis. The peri-

7 ods for such payments shall be determined by the court. 

8 based upon projections of when such expenses are likely 

9 to be incurred. 

10 (b ) LDIITA.TIO:--. 0 ~ )io:NECONOi\,IJC DA.:.\L.\.GES.- The 

11 total amount of noneconomic damages that may be award-

12 ed to an individual and the family members of such indi-

13 vidual for losses resulting from an injury "'hich is the sub-

14 ject of an action or claim may not exceed $250.000. re-

15 gardless of the number of health care pr ofessionals. health 

16 care pr oviders. and health care pr oducers against whom 

17 the action or claim is brought or the number of actions 

18 or claims brought ,nth respect to the injury. 

19 (c) l\ill.'\i"'DATORY OFFSETS FOR DA1L.\.GES P_-UD BY . .\. 

20 COLL.ATER.AL SO-CRCE .-

21 (1) L'-i GE:\"ERAL.- The total a.mount of dam-

22 ages r eceived by an individual shall be reduced ! in 

23 accordance ,nth paragraph ( 2)) by any other pay-

24 ment that has been or ,nil be made to the individual 

25 to compensate the i.ndi,-idual for the injury that ,,as 
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1 the subject of the action or claim. including paymenc 

2 under-

3 (A) F ederal or State disability or sickness 

4 programs; 

5 ( B ) Federal, State, or private health insur-

6 ance programs; 

7 ( C) pri-.;ate 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 injury. 

12 (2) _-bror:-.-T OF REDUCTION.- The amount by 

13 which an award of damages to an indi,-idual shall be 

14 reduced under paragraph ( 1) shall be--

15 (_-\.) the total amount of any payments 

16 ( other than such award) that have been made 

17 or that ,nll be made to the i.ndi\.'idual to com-

18 pensate the individual for the injury that was 

19 the subject of the action or claim; minus 

20 (B l che amount paid by the indi,'idual ( or 

21 by the spouse. parent, or legal guardian of the 

22 individual) t o secure the payments described in 

23 subparagraph U .. l. 

24 (d) _-\.TTOR~-E"'{ S FEES.-A claimant's attorne:-·s fer:s 

25 may not exceed-



F: \ EGG\ IHCA \ IHCA.DMP BLC 

48 

1 (1) 25 percent of the first $150.000 of am· 

2 award or settlement paid t o the claimant; or 

3 (2 ) 15 percent of an:· additional amounts paid 

4 to the claimant. 

5 SEC. 213. JOINT AND SEVERAL LIABILITY FOR NONECO-

6 NOMIC DAMAGES. 

7 The liability of each defendant for noneconomic dam-

8 ages shall be several only and shall not be joint, and each 

9 defendant shall be liable only for the amount of noneco-

10 nomic damages allocated to the defendant in direct pro-

11 portion to the defendant· s percentage of responsibility I as 

12 determined by the tr ier of fact ). 

13 SEC. 214. STATUTE OF LIMITATIONS. 

14 :\"o medical malpractice liability claim may be initiat-

15 ed after the later of-

16 ( 1) the expiration of the 2-year period that bt -

17 gins on the date the alleged injury that is the sub-

18 ject of the claim should reasonably have been d.iscOY· 

19 er ed; 

20 (2 ) the expiration of the -±-year period that bt--

21 gins on the date the alleged injury occurred: or 

22 (3) in the case of an alleged injury suffer ed b_\· 

23 a minor who has not attained 6 years of age. th-

24 date on which the minor attains 8 years of age. 
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1 (b ) E:XCEPTIO_ - FOR ~Ir:--iORS.- In the case of an al-

2 leged injury suffered by a minor who has not attained 6 

3 years of age. no medical malpractice liability claim may 

4 be initiated after the e~--piration of the :2-year period that 

5 begins on the date the alleged injury should reasonably 

6 have been discovered. or the date on which the minor at-

7 tains 8 years of age, whichever is later . 

8 SEC. 215. UNIFORM STANDARD FOR DETERMINING NEGLI-

9 GENCE. 

10 (a) STA_'fil_.ffiD OF REASON_IBLE~"ESS.-Except as 

11 provided in subsection (b ). a defendant may not be found 

12 to have committed malpractice unless the defendant's con-

13 duct at the time of pro,i.ding the health care sen-i.ces that 

14 a.r e the subject of the action was not reasonable. 

15 (b) .\CTIONS BRorGHT L~ER STRICT LLIBILITY.-

16 Subsection ( a) shall not apply to any action in which the 

1 7 claimant asserts that the defendant is liable under a the-

18 o:ry of strict liability. 

19 SEC. 216. SPECIAL PROVISION FOR CERTAIN OBSTETRIC 

20 SERVICES. 

21 (a ) IMPOSITION OF HIGHER ST.A...'•rn.ARD OF PRooF.-

22 (1) L'-l" GE:;-.,r:RAL.-In the case of a medical 

23 malpractice liability claim relating to services pro,id-

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

25 fendant health care professional or health care pro-

Januarv 28. 1992 16 :12 o.m.l 
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so 
1 vider did not prff1,1.ously treat the claimant for the 

2 pregnancy a court may not find that the defendant 

3 committed malpractice and may not assess damages 

4 against the defendant unless the malpractice is proY-

5 en by clear and convincing e,1.dence. 

6 (2) ~-ll>PLIC.IBILITY TO GR01JP PRACTICES OR 

7 .-i-GREE:YIBNTS .-U\IONG PROVIDERS.-For purposes of 

8 paragraph ( 1), a health care professional or health 

9 care provider shall be considered to have pre,1.ously 

10 treated an individual for a pregnancy if the profes-

11 sional or pr o--i;ider is a member of a group pr actice 

12 whose members previously treated the individual for 

13 the pregnancy or is providing sen1.ces to the individ-

14 ual during labor or the delivery of a baby pursuant 

15 to an agreement ,nth another professional or pro--i;id-

16 er . 

17 (b) CLEAR A.~"'D CO!',"'\"'I~CDrG E'TT.DENCE DEFTh'"ED .-

18 In subsection (a), the term ·'clear and convincing e,::1-

19 dence" is that measure or degree of pr oof that ,nll 

20 produce in the mind of the trier of fact a furn belief or 

21 conviction as to the truth of the allegations sought t o be 

22 established, except that such measure or degree of proof 

23 is more than that required under pr eponderance of the e,i -

24 dence. but less than that required for proof beyond a rea-

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

2 BRINGING FRIVOLOUS ACTIONS. 

3 ( a ) L'-r GE)lERAL.-l' pon the request of a defendant 

4 who preYails in a medical malpractice liability action. a 

5 court may require a plaintiff against whom the judgment 

6 was rendered to pay to the defendant the amount of the 

7 reasonable expenses incurred by the defendant because of 

8 the initiation of the action (including a reasonable attor-

9 ne,·' s fee ) if the court finds that the action was frivolous. 

10 [ (b) ST.A...'IDARDS FOR F Th'DING THAT ACTIO~ IS 

11 FRIV0L0US.-For purposes of subsection (a), a court 

12 shall find that an action is fri·r:olous if-

13 (1) the action is not well grounded in fact or is 

14 not warranted by existing law or a good faith arg1.1-

15 ment for the extension. modification. or reversal of 

16 existing law: or 

17 (2 ) the action was initiated for an improper 

18 purpose, including harassment, causing unnecessary 

19 delay, or causing a needless increase in the costs of 

20 litigation.--this is taken from Rule 11 of the Federal 

21 Rules of Civil Procedure. which already gives Federal 

22 courts the power to impose these sanctions] 

23 SEC. 218. PREEMPTION. 

24 ( a) IN GE)TER.-U..-This part supersedes any State 

25 law onlv to the e~""tent that State law establishes lug-her . ~ 

26 payment limits. permits the recovery of a greater amomu 
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1 of damages or the awarding of a greater amount of attor-

2 neys' fees, or establishes a longer period during which a 

3 medical malpractice liability claim may be init iated. 

4 (b ) EFFE CT or-. SoYEREIGN b-nru~7:TY A.."'ID CH OICE 

5 OF LAW OR YE)ITE.- ~othing in subsection (a) shall be 

6 construed to-

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

(1) waive or affect any defense of sovereign im­

munity asserted by any State under any provision of 

law· 
' 

(2) waive or affect any defense of sovereign im­

munity asserted by the r nited States; 

( C) affect the applicability of any provision 

of the F or eign Sovereign Immunities Act of 

1976; 

(D ) preempt State choice-of-law rules with 

respect to claims brought by a for eign nat ion or 

a citizen of a foreign nation; or 

(E ) affect the right of any court to trans­

fer venue or to apply the law of a foreign nation 

or to dismiss a claim of a foreign nation or or· 

a citizen of a for eign nation on the ground m 

inconvenient forum. 
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1 SEC. 219. EFFECTIVE DATE. 

HLC 

2 This part shall apply to medical malpractice liability 

3 claims initiated after the expiration of the 2-year period 

4 that begins on the date of the enactment of this Act. 

5 PART II-GRANTS TO STATES FOR ALTERNATIVE 

6 DISPUTE RESOLUTION SYSTEMS 

7 SEC. 221. GRANTS TO STATES. 

8 (a) IN GE~R..\L.-The Secretary shall make grants 

9 over a 4-year period to States for the implementation and 

10 eYaluation of alternative dispute resolution systems. 

11 (b) ELIGIBILITY.- _-\. State is eligible to receive a 

12 grant under this section if the State submits to the Secre-

13 tary an application at such time, in such form: and con-

14 tain.ing such information and assurances as the Secreta.1.:· 

15 may require, including-

16 ( 1) a description of the alternative dispute r eso-

17 lution system that the State intends to implement 

18 with amounts recei-:ed under the grant; 

19 (2) assurances that the State will comply ,nd1 

20 all data gathering requirements promulgated by th ... 

21 Secretary under section 222 (a ); and 

22 (3) any information and assurances necessru--· 

23 to enable the Secretary to determine whether th ... 

24 State's alternati-:e dispute resolution system m eet:, 

25 the qualification :-;tancla.1.·ds for such systems de,·!-? l · 

26 oped by the Secr .... u r:· under section 222 (a). 
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1 (c) :-iU:.IBER OF GRA.."-"TS.-

2 ( 1) b r GE~"'ERAL.-E:s:cept as pro,1.ded in para-

3 graph (2 ). the Secretary shall award not less than 

4 10 grants each fiscal year under this section. 

5 (2 ) EXCEPTIO::-I.-)i°otwithstanding paragTaph 

6 (1 ), the Secretary may award less than 10 grants 

7 under this section in a fiscal year if the Secretary 

8 determines that there are an inadequate number of 

9 applications submitted that meet the eligibility and 

10 approval requirements of this section in such fiscal 

11 year. 

12 ( d) DISSE11IXATIO~ OF L'-."FOR.1-U .. TIO~ TO OTHER 

13 ST.ATES.-The Secretary shall disseminate information on 

14 the alternative dispute resolution systems implemented by 

15 the States receivmg a grant under this section to other 

16 States, health care professionals, health care proYiders. 

1 7 and other interested parties. 

18 (e) ..A.UTHORIZATIO:--l' OF .... .\PPROPRL~TIONS.-There 

19 are authorized to be appropriated for grants under th.is 

20 section $10,000,000 fo r each of the first -1 fiscal years 

21 beginning after the date of the enactment of this ~-\.ct. 

22 SEC. 222. ADMINISTRATION. 

23 (a ) ST_.\..."ffi_.ffiDS _,L'\,"1) REGuLATIONS FOR .. ALTER~-~. 

24 TI'i-"E DISPUTE RESOLCTIO:--;- GR..\...~T PROGRAM.-
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1 ( 1) I~ GE);"ERAL.-In consultation ,nth the • .\.cl-

2 ministrator of the .-\.gency for H ealth Care Policy 

3 and Research, the Secretary shall develop and pro-

4 mulgate standards and regulations necessary to 

5 carry out the grant program established under sec-

6 tion :221, including-

7 ( • .\.) qualification standards for alternative 

8 dispute resolution systems that States must 

9 meet in order to receive grants under such sec-

10 tion; and 

11 (B) regulations establishing data gathering 

12 requirements for States receiving grants under 

13 such section. 

14 ( :2 ) CRITERU. FOR PROGR.DIS.-In developing 

15 qualification standards for alternative dispute resolu-

16 tion systems under paragraph (1 ) (A ). the Secreta.1:· 

17 shall take into account the effectiveness of such s:--s-

18 terns in-

19 (A ) supporting access to health care; 

20 (B ) encouraging improvements in the qual-

21 ity of health care; 

22 (C) enhancing and not impairing the physi-

23 cia.n-patient r elationship; 

24 (D ) encouraging innovation that leads to 

25 an improved leYel of health care; 
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1 (E ) compensating for avoidable medical in-

2 jury due to provider fault and not compensating 

3 for injury vduch is unavoidable by standard 

4 medical practice; 

5 (F ) resohmg claims promptly and m 

6 amounts proportional to the injury; 

7 (G) providing predictable outcomes; and 

8 (H ) operating efficiently in terms of finan-

9 cial costs. professional energies, and govern-

10 mental processes. 

11 (b) TECID'IC.AL ASSIST.\...'-l"CE.-The Secretary shall 

12 provide States with technical assistance to enable States 

13 to submit applications for grants under section 221, in-

14 eluding information on the establishment and operation of 

15 alternative dispute resolution systems. 

16 (c) E-V.ALl"~TIQ:--;- OF _-\..LTER~ATITE DISPUTE RES0-

17 LCTION 8YSTE1IS.- ~ ot later than 5 yea.rs after awarding 

18 the first grant to a State under section 221, the Secretary 

19 shall pr epare and submit to Congress a report describing 

20 and evaluating the alternative dispute resolution systems 

21 implemented by States with funds provided under such 

22 grants, and shall include in the report-

23 ( 1) information on-

24 

25 

(_-\.) the effect of such systems on the cost 

of health care \ntlun the State, 
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1 (B ) the impact of such systems on the ac-

2 cess of individuals to health care within the 

3 State. and 

4 ( C) the effect of such systems on the qual-

5 ity of health care provided within such State: 

6 and 

7 (2) an analysis of the feasibility and desirability 

8 of establishing a national alternative dispute resolu-

9 tion system. 

10 Subtitle B-Expansion and Appli-
11 cation of Medical Practice 
12 Guidelines 
13 SEC. 231. INCREASE IN AUTHORIZATION OF APPROPRIA-

14 TIONS FOR DEVELOPMENT OF MEDICAL 

15 PRACTICE GUIDELINES. 

16 In addition to the amounts otheI"\vise authorized to 

17 be appropriated under section 92 6 of the Public Health 

18 Service A.ct, there are authorized to be appr opr iated 

19 $10,000,000 for fiscal year 1993. $15.000.000 for fiscal 

20 year 1994, and $:20.000.000 for fiscal year 1995 to de~:el-

21 op and broadly disseminate medical practice guidelineS 

22 under title IX of such .-\.ct. 
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1 SEC. 232. IMMUNITY FROM MALPRACTICE LIABILITY FOR 

2 

3 

PHYSICIANS FOLLOWING HHS PRACTICE 

GUIDELINES. 

4 (a ) L"l" GE~"ERAL.- Section 11S7 (c) of the Social Se-

5 curi~· --1..Ct (-12 r.s.c. 1320c- 6(c)) is amended-

6 ( 1) in the matter preceding paragraph ( 1 l. b:· 

7 striking :'such action;" and inserting --such action. 

8 or in compliance ,nth or reliance upon the practice 

9 guidelines developed by the Administrator for Health 

10 Care P olicy and Research under section 912 (a ) of 

11 the Public Health SeI"\-ice Act;' '; and 

12 (2) in paragraph (2 ). by striking the period a t 

13 the end and inserting the follo"nng: .. , or upon sue h 

14 practice guidelines.·'. 

15 (b ) EFFECTI\"E D_.\.TE.-The amendments made b,· 

16 subsection ( a ) shall apply to actions taken by physician~ 

17 on or after .January 1. 1992. 

18 SEC. 233. STUDY OF ROLE OF PRACTICE GUIDELINES IN RE-

19 DUCING MALPRACTICE COSTS. 

20 (a) ST1}DY.- The Secretary of Health and Huma1: 

21 SeI"\'ices, in consultation ,nth the Administrator of r.b ~ 

22 -¼ency for H ealth Care P olicy and Research, shall under-

23 take a study of the manner in which practice guidelin,-- .., 

24 developed under section 91:3 of the Public Health SeniL• .. 

25 Act may be used m r"',.lucing medical malpractice cost, 
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1 (b) REPORT.-)iot later than 1 year after the date 

2 of the enactment of this Act , the Secretary shall submit 

3 a report on the study conducted under subsection ( a ) to 

4 the Congress and shall include in the report such recom-

5 mendations for the application of practice guidelines in re-

6 soh-ing medical malpractice liability disputes. 

7 Subtitle C-Removing Restrictions 
8 on Managed Care 
9 SEC. 241. REMOVING RESTRICTIONS ON MANAGED CARE. 

10 (a) PREE~1PTIO)J' OF STATE LA.w PROYISIONS.- Sub-

11 ject to subsection (c). the follovving pro,;,.ri.sions of State law 

12 are preempted and may not be enforced: 

13 ( 1) RESTRICTIONS ON REL\'IBURSE).IENT RA.TE S 

14 OR SELECTI\'"E co:--.--rR.~CTI~G.-.Any law that re-

15 stricts the ability of a carrier to negotiate reimburse-

16 ment rates with providers or to contract selectiYely 

17 \nth one pr ovider or a limited number of pro'l:iders. 

18 (2) RESTRICTIONS ON DIFFERE~TL-U, FI:--.-_-L'\-

19 CIAL DJ'CE)J'TH"ES.- -'illy law that limits the financial 

20 incentives that a health benefit plan may r equire a 

21 beneficiary to pay when a non-plan provider is used 

22 on a non-emergency basis. 

23 (3) RESTRICTro :-;s O)J' rTILIZ.ATION REYIE,Y 

24 ~IETHODS.---illy law that-
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(~.\..) prohibits utilization r eY1ew of any or 

all treatments and conditions. 

(B ) requires that such review be made ( i) 

by a resident of the State in which the treat­

ment is to be offered or by an 111d.iYidual li­

censed in such State, or (ii) by a physician in 

any particular specialty or mth any board certi­

fied specialty of the same medical specialty as 

the provider whose services are being rendered. 

( C) requires the use of specified standards 

of health care practice in such reviews or re­

quires the d.isclosure of the specific criteria used 

in such reviews, 

(D ) requires payments to providers for the 

expenses of r esponcling to utilization re1:i.ew re­

quests, or 

(E ) imposes liability for delays in perform­

ing such review. 

~othing in subparagraph (B ) shall be construed as 

prohibiting a State from (i) requiring that utilization 

review be conducted by a licensed health care profes­

sional or (ii) requiring that any appeal from such a 

review be made br a licensed physician or by a li­

censed physician in any particular specialty or ,nth 

any board certified specialty of the same medical 
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1 specialty as the pro,1.der ,\hose services are being 

2 rendered. 

3 (b ) GAO STl:-DY.-

4 (1) I~ GE::JER..\L.-The Comptroller General 

5 shall conduct a study of the benefits and cost effec-

6 tiveness of the use of managed care in the delivery 

7 of health services. 

8 (2 ) REPORT .-By not later than -± years after 

9 the date of the enactment of this Act, the Comptrol-

10 ler General shall submit a report to Congress on the 

11 study conducted under paragraph ( 1) and shall in -

12 elude in the report such recommendations ( including 

13 whether the provisions of subsection (a) should be 

14 extended) as may be appropriate. 

15 ( c) Su~SET .- r nless othennse proYidecl. subsection 

16 ( a ) shall not apply S years after the date of the enactment 

17 of this Act. 

18 

19 

Subtitle D-Paperwork 
Simplification 

20 SEC. 251. HOSPITAL MONITORING SYSTEMS. 

21 (a) DEv'ELOP~IB::--i'T OF ST_-L'-l"D.IBDS.-

22 (1 ) L"l' GE;-,'"ER..\L.-The Secretary of H ealth and 

23 Human Services. by not later than 2 years after the 

24 date of the enactment of this Act , shall deYelop 

25 standards-
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1 (A) for a conunon set of hospital clinical 

2 patient data. and 

3 (B) for the confidential transfer of data in 

4 electronic form. 

5 (2) _ill\'TSORY P.A..''rEL.-The standards under 

6 paragraph ( 1) shall be established in consultation 

7 ,vith an advisory panel composed of experts in r ele-

8 vant fields, including hospital executives, hospital 

9 data base managers. physicians, health services re-

l O searchers, insurers. other third-party payors. and 

11 representatives of labor and business. 

12 (3) REPORT TO CONGRESS.-.:. -ot later than 8 

13 yea.rs after the date of the enactment of th.is Act. the 

14 Secretary shall report to Congress recommendations 

15 regarding restrucrnring the medicare peer re,ie\, 

16 quality assurance program given the availability oi 

17 hospital data in electr onic form. 

18 (b) REQ'L'TRE:\'IE);T FOR SHARI::-,J'G OF H OSPIT_.U, I~-

19 FORMATION.-

2O (1) L"-r GE)."'ER.AL .-Section 1S66(a )(l)(F ) of the 

21 Social Security _.\ct (-1:2 r .S.C. 1:395cc(a)( l )(F )l is 

22 amended by adding at the end the following n1:\Y 

23 clause: 

24 ·' (iii) in the case of hospitals-
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1 " (I } must maintain clinical data m elec-

2 tronic form on all inpatients. and 

3 " (II) must transmit, electronically to the 

4 Secretary or a utilization and quality control 

5 peer review organization. a common set of clini-

6 cal inpatient hospital data (maintained under 

7 subclause (I) ) relating to any indiYidual ,,ho 

8 has receiYed inpatient hospital services for 

9 which pa3ment may be made under part _-\ of 

10 this title. 

11 m accordance ,nth the standards developed under 

12 section 24l(a ) of the Action ~ow Health Reform 

13 _-\ct of 1992,". 

14 (2) EFFECTf\"E DATE.-The amendment made 

15 by paragraph ( 1) shall be effective for participation 

16 agreements as of 8 years after the date of the enacr -

17 ment of this _-\ct. 

18 (c) DEMONSTRATI0)1"S • .\."'ID RESEARCH 0)1" ~10~1:TOR -

19 ING A.1"'ID DIPR0 '\°"1)."G PA.TIE. -T C_IBE.-The Secreta.i-:-· 

20 shall provide gr ants to qualified entities to demonstrat...-

21 (and conduct research concerning) the application of coni-

22 prehensive information systems-

23 (1 ) in continuously monitoring patient care. an,: 

24 (2 ) in irnpro,i.ng patient care. 
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1 Up to $10,000,000 shall be available each fiscal year (be-

2 ginning with fiscal year 19 94 and ending with fiscal rear 

3 1998) from the Federal Hospital Insurance Trust Fund 

4 for grants under this subsection. 

s TITLE III-HEALTH CARE 
6 SAFETY NET 
7 Subtitle A-Community Health 
8 Access 
9 PART I-PRIMARY CARE GRANT PROGRAM 

10 SEC. 301. GRANT PROGRAM TO PROMOTE PRIMARY 

11 HEALTH CARE SERVICES FOR UNDER.SERVED 

12 POPULATIONS. 

13 (a) AuTHORIZ.ATION.-The Secretary of Health and 

14 Human Services shall pro,:,.-ide for a progTam of grants to 

15 migrant and community health centers (receiving grants 

16 or contracts under section :329 or 330 of the Public Health 

17 Sen-ice Act) in order to promote the pro,:,.-ision of primai:· 

18 health care sen-ices for underser-:ed indi,;,'iduals. Such 

19 grants may be used-

20 ( 1) to promote the pro,'ision of off-site sen-ices 

21 (through means such as mobile medical clinics); 

22 (2) to improve birth outcomes in areas ,,ith 

23 high infant mortality and morbidity; 

24 ( 3 ) · to establish primary care clinics m areas 

25 identified as in need of such clinics; and 

January 28, 1992 (6:12 p.m.) 
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1 ( -l ) for recruitment and training costs of neces-

2 sary providers and operating costs for unreimbursed 

3 se:rT1ces. 

4 (b) CONDITIONS.- ( 1) Grants under this subsection 

5 shall only be made upon application, approved by the Sec-

6 retary. 

7 (2) The amount of grants made under this section 

8 shall be determined by the Secretary. 

9 (c) AUTHORIZA.TIO_ - OF ~.\.PPROPRU.TIONS.- There 

10 are authorized to be appropriated-

11 (1) in fiscal year 1993, $100,000,000, 

12 (2) in fiscal year 1994, $200,000.000, 

13 (:3) in fiscal year 1995, $300,000,000, 

14 

15 

(4 ) in fiscal year 1996. $400,000.000. and 

(5) in fiscal year 1997. $500,000.000, 

16 to carry out this section. Of the amounts appropriated 

17 each fiscal year under this section, at least 10 percent 

18 shall be used for grants described in subsection (a)(l ) and 

19 at least 10 percent shall be used for grants described in 

20 subsection (a) ( 2). 

21 (d) STUDY -~""D REPORT.- The Secretar y shall con-

22 duct a study of the impact of the grants made under this 

23 section to migrant and community health centers on ac-

24 cess to health care. birth outcomes, and the use of emer-

25 gency room services. :\"ot later than 2 years after the date 

January 28, 1992 (6:12 p.m.) 



F:\EGG\ IHCA \ IHCA.DMP ELC 

66 

1 of the enactment of this Act. the Secretary shall submit 

2 to Congress a report on such study and on recommenda-

3 tions for changes in the programs under this section in 

4 order to promote the appropriate use of cost -effective out-

5 patient services. 

6 PART II-ASSISTANCE TO FEDERALLY 

7 SUPPORTED HEALTH CENTERS 

8 SEC. 311. LIABILITY PROTECTIONS FOR CERTAIN HEALTH 

9 CARE PROFESSIONALS. 

10 (a) L~ GE:l'-l"ERAL.-Section 224 of the Public H ealth 

11 Service Act ( 42 r . S. C. :2 3 3) is amended by adding at the 

12 end the follovving new subsection: 

13 "(g)( l ) For purposes of this section, a public or non-

14 profit private entity receiving F ederal funds under section 

15 329, 330, or 340. and any officer employee, or contractor 

16 of such an ent ity who is a physician or other licensed 

17 health care practitioner shall, while performing functions 

18 pursuant to any of such sections, be deemed to be an em-

19 ployee of the Public H ealth Sen-ice. 

20 ' ;(2) If, with respect to an entity or person deemed 

21 to be an employee for purposes of paragraph ( 1). a cause 

22 of action is instituted against the l-nited States pursuant 

23 to this section, any claim of the entity or per son for bene-

24 fits under an insurance policy with respect to medical ma.I-

January 28, 1992 (6 :1 2 p.m.) 
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1 practice relating to such cause of action shall be subrogat-

2 ed to the u nited States. 

3 ; · ( 3) This subsect ion shall apply with respect to a 

4 cause of action only if the claim accn1es on or after the 

5 effectiYe date of th.is subsection.". 

6 (b ) REQFIRE:\IE~T OF _lPPROPRllTE P OLICIES _\..: iD 

7 PROCEDrRES REG_IBDI~G HE_wTH CA.RE PROFESSION-

8 _ws.-

9 (1) L'J GE~""EIU.L.-Section 224 of the Public 

10 Health Service _\ct. as amended by subsection (a ) of 

11 th.is section1 is further amended by adding at the 

12 end the follo,nng new subsection: 

13 .. (h) The Secretary may not make a grant to an enti-

14 ty under section 329. :330. or 340 unless the entity-

15 '' ( 1) has implemented appropriate policies and 

16 procedures to assure against malpractice in all 

17 health or health-related functions performed by the 

18 entity; 

19 " (2 ) has reY1ewed and verified the professional 

20 credentials. references. claims history. fitness, pro-

21 fessional r eYiew organization findings. and license 

22 status of its physicians and other licensed health 

23 ca.re practitioners. and. where necessary, has ob-

24 tained the permission from these indi·viduals to gain 

25 access to th.is ini11rmation: and 

January 28, 1992 (6 :12 p.m.) 
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1 ' ' (3 ) has no history of claims having been filed 

2 against it pursuant to this section, or. if such a his-

3 tory exists, has fully cooperated ,nth the Attorney 

4 General in defending against any such claims and ei-

5 ther has taken, or will take, such corrective steps to 

6 assure against such claims in the future." . .... 

7 (2) EFFECTD.""E DATE.-The amendment made 

8 by paragraph ( 1) shall take effect on the date of the 

9 enactment of th.is Act. 

10 (c) AUTHORIZATION FOR THE ATTOR:t'-l'"EY GE!'.""ERAL 

11 To ExcLu'"DE CERTAL - HEALTH CARE PRoFESSIO?\"_~s 

12 FROM CO"VERAGE.- Section 224 of the Public Health 

13 Service Act, as amended by subsections (a) and ( b ) of th.is 

14 section. is further amended by adding at the end the fo l-

15 lo·wing new subsection: 

16 ' •(i)( l ) )i°onnthstanding subsection (g )( l ), the _.\.ttor-

17 ney General. in consultation '-Tith the Secretary, ma~- dt>-

18 termine, after notice and oppormnity for a hearing, that 

19 an individual physician or other licensed health care prac -

20 titioner who is an officer. employee. or contractor of an 

21 entity described in subsection ( g) ( 1) shall not be deemr>, ! 

22 to be an employee of the Public H ealth Service for plu·-

23 poses of this section. if treating such individual as sul'l 

24 an employee would expose the GoYernment to an unre~ -

January 28, 1992 (6:12 p.m.) 
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1 sonably high degree of risk of loss because such 

2 inclfridual-

3 .. (_-\.) does not comply ,nth the policies and pro-

4 cedures to assure against malpractice that the entity 

5 has implemented pursuant to subsection (h ) ( 1); 

6 ·; (B ) has a history of claims filed against him 

7 or her pursuant to this section that is outside the 

8 norm for a Public H ealth Service physician or other 

9 licensed health care practitioner; 

10 "(C) refused to r easonably cooperate with the 

11 Attorney General in defending against any such 

12 claim; 

13 : : (D ) pro"\"ided false information releYant to the 

14 individual's performance of his or her duties to the 

15 Secretary, the _-\.ttorney General, or an applicant fo r 

16 or recipient of funds under section :3 :29. :330, or :3 -:1: 0: 

17 or 

18 ' ' (E ) was the subject of disciplinary action 

19 taken by a State medical licensing authority or a 

20 State or national professional society. 

21 " (:2) A final det ermination by the _-\.ttorney General 

22 under this subsection that an individual physician or other 

23 licensed health care professional shall not be deemed tG 

24 be an employee of the Public Health Service shall be effec-

25 tive upon receipt by the entity employing such indi\"idual 

January 28, 1992 (6 :12 p.m.) 
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1 of notice of such determination. and shall apply only to 

2 claims accruing after the date such notice is receiYed. · ·. 

3 SEC. 312. HOSPITAL ADMIITING PRIVILEGES FOR CERTAIN 

4 HEALTH CARE PROVIDERS. 

5 Section 224 of the Public Health Se:r:ice Act. as 

6 amended by section :311 of this Act. is further amended 

7 by adding at the end the following new subsection: 

8 ,:~) In the case of a health care provider who is an 

9 officer. employee, or contractor of an entity described in 

10 subsection ( g) ( 1), section 3 3 5 ( e) shall apply with respect 

11 to the provider to the same extent and in the same manner 

12 as such section applies to any member of the ~ ational 

13 H ealth Service Corps.··. 

14 SEC. 313. EFFECTIVE DATE. 

15 Except as provided in section 311 (b ) ( 2 ). the amend-

16 ments made by this part shall take effect on the date of 

17 the enactment of this .-\.ct. 

1s Subtitle B-Rural Health Care 
19 Initiatives 
20 SEC. 321. HEALTH PROFESSIONS TRAINING IMPROVEMENT. 

21 ( a) 1'1.EDIC.ALLY r::--."DERSER\'"ED .-IBE . .\. TR.u::--rr::,J'G b ..... 

22 CE~TIV"ES.-Part A of title \'TI of the P ublic Health Sen"· 

23 ice Act (42 "C.S.C. 292 et seq. ) is amended by adding at 

24 the end thereof the follo\nn~ new section: 
'--

January 28, 1992 (6:1~p.m.) 



F:\ EGG\ IHCA \ IHCA.DMP HLC 

71 
1 "SEC. 711. PRIORITIES IN AW ARD ING OF GRANTS. 

2 " (a) ALLOCATION OF Co::..IPETITITE GIU.."lT 

3 F"c:--ms.-In aw·ard.ing competiti'l:e grants under this title 

4 or title vllI. the Secretary shall. among applicants that 

5 meet the eligibility requirements under such titles. gn:e 

6 priority to entities submitt ing applications that-

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

'· (l ) can demonstrate that such entities-

.' (A ) ha Ye a high permanent rate for plac­

mg graduates in practice settings which serve 

:residents of medically unde:rserved communities; 

and 

; · (B ) ha,;:e a curriculum that includes-

" ( i) the rotation of medical students 

and residents to clinical settings whose 

focus is to serve medically underse:r:ed 

communities; 

.. I ii ) the appointment of health profes­

sionals whose practices seI'\·e medically un­

derserved communities to act as preceptors 

to supeI'\1.se tr aining in such settings; 

·· \ iii) classroom instruction on practice 

opportunities invohmg medically under­

seI'\·ed communities; 

.. l i\· ) sen-1.ce cont ingent scholarship or 

loan repa~ment programs for students and 
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1 residents to encourage practice m or sen·-

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 ·' (vi) 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 ) contain an organized plan for the e:xpedi-

14 tious development of the placement rate and cu.rricu-

15 lum described in paragraph (1 ) . 

16 " (b ) SERYICE I~ ~f..EDICALLY "C~ERSERVED C0:\[-

17 il·ffi~"1TIES .-~ot less than 50 percent of the amounts ap-

18 propriated for fiscal year 1995, and for each subsequent 

19 fiscal year, for competitive grants under th.is title or title 

20 ,m, shall be used to award grants to institutions that 

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

22 can demonstrate that-

23 ·' ( 1) not less than 15 percent of graduates of 

24 such institutions during the preceding 2-year period 
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1 are engaged in full -time practice se:rnng the needs 

2 of medically underser:ed communities: or 

3 '· (2) the number of the graduates of such i.nsti-

4 tutions that are practicing in a medically under-

5 ser ved community has increased by not less than 50 

6 percent OYer that proportion of such graduates for 

7 the previous 2-year period. 

8 ''(c) \V_-UVERS.-J .. health professions school may pe-

9 tition the Secretary for a temporary waiver of the prior-

10 ities of this section. Such waiver shall be approved if the 

11 health professions school demonstr ates that the State in 

12 which such school is located is not suffering from a short-

13 age of primary car e providers. as determined by the Secre-

14 tary. Such waiver shall not be for a period in excess ,n· 

15 2 years. 

16 · · ( d) DEFI~"1TIO:\'S .-_-\.s used in th.is section: 

17 "( l ) GRADL-\TE.- The term ·graduate' means. 

18 unless othenvise specified, an individual ...,vho h,1S 

19 successfully completed all t raining and residency r>:--

2O quirements necessary for full certification in th,· 

21 health professions discipline that such individual ha., 

22 selected. 

23 "(2) :\IEDIC\.LLY C'<°"DERSERYED co1.ev11.-~nn.-.-

24 The t erm ·meclically underserved commurur:-, 

25 means-

January 28, 1992 (6 :12 p.m.) 
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1 '· ( • .\.) an area designated under section 3:32 

2 as a health professional shortage area; 

3 '· (B ) an area designated as a medically un-

4 derserved area under th.is • .\.ct; 

5 '' (C) populations served by migrant health 

6 centers under section :329, community health 

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 is certified as un-

11 derserved by the Secretary for purposes of par-

12 ticipation in the rural health clinic program 

13 under title ~\fil of the Social Security Act: or 

14 '·(E ) a community that meets the criteria 

15 for the designation described in subparagraph 

16 ( • .\.) or (B ) but that has not been so designat-

17 ed. " . 

18 (b) ~IBDIC.-tiJLY r:\TIERSER'i."'ED .·\.REA TRAL\7:::--iG 

19 GRA-~Ts.-Part F of title \ti of such Act (-±2 l-.S.C . 19:S g: 

20 et seq. ) is amended by adding at the end thereof the fol -

2 1 lowing new section: 

22 "SEC. 790B. MEDICALLY UNDERSERVED AREA TRAINING 

23 GRANT PROGRAM. 

24 ··(a) GR.~"1"TS.-The Secr etary shall award grants to 

25 health professions inst itutions to e:s:pand training prn-
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1 grams that are targeted at those incli,-iduals desiring t0 

2 practice in or serve the needs of medically underse:r:ed 

.., .. 
.J conunuruties. 

4 -- (b ) PLLY- . ..\s part of an application submitted for 

5 a grant under this section. the applicant shall prepare and 

6 submit a plan that describes the proposed use of funds 

7 that may be provided to the applicant under the grant. 

8 " ( c) PRIORITY.- In awarding grants under this sec-

9 tion. the Secretary shall give priority to applicants that 

10 demonstr ate the greate~t likelihood of expanding the pro-

11 portion of graduates who choose to practice m or se:r:e 

12 the needs of medically underserved areas. 

13 .. ( d) l" SE OF F li)JDS.- _-\n institution that receIYes 

14 a grant under this section shall use amounts r eceiYed 

15 under such grant tO establish or enhance procedures or 

16 efforts to--

17 '· ( l ) rotate health professions students from 

18 such institution to clinical settings -whose focus is t0 

19 serve the residents of medically underse:r:ed commu-

20 nities; 

21 ·' (2) appoint health professionals \vhose prac-

22 tices serve medically underse:r:ed areas to serve as 

23 preceptor s to supen -ise training in such settings; 
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1 '· ( 3) prm-ide classroom instn1ction on practice 

2 opportunities in,;;ohing medically underser~:ed com-

3 munities; 

4 ·: (-±) pro,-ide service contingent scholarship or 

5 loan repayment programs for students and residents 

6 to encourage practice in or sen-ice to underserved 

7 communities; 

8 ' · (5) recruit students who are most likely to 

9 elect to practice in or provide sen.rice to medically 

10 undersen·ed communities; or 

11 ·; ( 6) provide other training methodologies that 

12 demonstrate a significant commitment to the expan-

13 sion of the proportion of graduates that elect to 

14 practice in or sen·e the needs of medically under-

15 served communities. 

16 ' · (e ) ADrvIL'-11:S~TI0~.-

17 "(1) REQrIRED CO:\TTRIBrTIO)r.-_-\n lllStlUl-

18 tion that recei,;es a grant under this section shall 

19 contribute, from non-Federal sources, either in cash 

20 or in.kind. an amount equal to not less than SO per-

21 cent of the amount of the grant to the acti-ri.ties to 

22 be undertaken ,nth the grant funds. 

23 ;; (2 ) LDITL~TION.-_-\n institution that r ecei,;;es 

24 a grant under this section. shall use amounts re-

25 ceived under such ~ant to supplement, not sup-
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1 plant. amounts made available by such institution 

2 for activities of the type described in subsection ( d) 

3 in the fiscal year preceding the year for which the 

4 grant is received. 

5 .: (f) DEFI~"TTIO)l"S.-J.s used in this section: 

6 ·'( 1 ) GRADuATE.-The term 'graduate' means. 

7 unless othenvise specified, an individual who has 

8 successfully completed all training and residency re-

9 quirements necessary for full certification in the 

10 health professions discipline that such individual has 

11 selected. 

12 "(2) }lEDIC-~LY CIDERSER\""ED C01'ThIT"?-,,"1TY.-

13 The term ·medically undersen·ed commururr 

14 means-

15 '" (~-\.) an area designated under section :3:3 :2 

16 as a health professional shortage area; 

17 .. (B ) an area designated as a medically un-

18 derserved area under this Act ; 

19 · '( C ) populations sen-ed by migrant health 

20 centers under section :329. community health 

21 centers under section 3:30. or federally qualified 

22 health centers under section 1905(1) (2)(B ) or' 

23 the Social Security Act: 

24 .. ( D l a co mm unity that is certified as un-

25 der ser ved b~· ~he Secretary for purposes of par-
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1 ticipation m the rural health clinic program 

2 under title ~-\"1II of the Social Security Act; or 

3 " (E ) a community that meets the criteria 

4 for the designation described in subparagraph 

5 (A) or (B) but that has not been so designated. 

6 ' ·(g) Al7THORIZA.TION OF _,ll>PROPRLl.TIONS.-There 

7 are authorized to be appropriated to carry out this section. 

8 $15,000,000 for each of the fiscal years 1993 and 1994. 

9 and such sums as may be necessary for each of the fiscal 

10 years 1995 and 1996. ·'. 

11 (c) HEALTH PROFESSIO. ·s INTEGRATION GR.AJ.'l'TS.-

12 Part F of title v'TI of such Act (42 "C'.S.C. 295g et seq. i. 

13 as amended by subsection (b ), is further amended by add-

14 ing at the end thereof the following new section: 

15 "SEC. 790C. HEALTH PROFESSIONS INTEGRATION GRANT 

16 PROGRAM. 

17 ' ' (a ) GB.A-"ITS.-The Secretary shall award grants t ,) 

18 eligible regional consortia to enhance and expand coordi-

19 nation among various health professions programs. par -

20 ticularly in medically nnderserved rural areas. 

21 

22 

23 

24 

25 

·' (b) ELIGIBLE RE GIO)l'AL CONSORTrr:vr.-

"( l ) I)l' GE;s."ER~.- To be eligible to recen:e .1 

grant under subsect ion (a ). an entity must-

'· {_-\.) be a regi.ona.l consortium consisting- 11r 
~ ~ 

at least one m1::dic:a.l school and at least on•· 
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1 other health professions school that 1s not a 

2 medical school; and 

3 .. (B ) prepare and submit an application 

4 containing a plan of the type described in para-

5 graph (2 ). 

6 "(2 ) PLA..Y-~..\.s part of the application submit-

7 ted by a consortium under paragraph ( 1) (B ), the 

8 consortium shall prepare and submit a plan that de-

9 scribed the proposed use of funds that may be pro-

10 vided to the consortium under the grant. 

11 ·'(c) USE OF F'c~-ns.- A consortium that receives a 

12 grant under this section shall use amounts received under 

13 such grant to establish or enliance-

14 ·' ( 1 ) strategies for better clinical cooperation 

15 among different types of health professionals; 

16 ,; (2) classroom instruction on integrated prac-

17 tice opportunities. particularly targeted toward nll'al 

18 areas; 

19 "(3) integrated clinical clerkship programs that 

20 make use of smdents in differing health professions 

21 schools; or 

22 '· ( 4 ) other training methodologies that demon-

23 strate a significant corrunitment to the expansion or" 

24 clinical cooperation among different types of health 
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1 professionals. particularly m underserved rural 

2 areas. 

3 ' · ( d) LnIIT-~TI01' .-A consortiwn that receives a 

4 grant under this section. shall use amotmts recei,;ed under 

5 such grant to supplement, not supplant, amounts made 

6 aYailable by such institution for activities of the type de-

7 scribed in subsection ( c) in the fiscal year preceding the 

8 year for which the grant is receiYed. 

9 ''(e) ArTHORIZA.TION OF APPROPRLl.TIONS.-There 

10 are authorized to be appropriated to carry out this section. 

11 $7,000,000 for each of the fiscal years 1993 and 1994. 

12 and such sums as may be necessary for each of the fiscal 

13 years 19 9 5 and 19 9 6 . " . 

14 SEC. 322. GRANTS TO STATES REGARDING AIRCRAFI' FOR 

15 TRANSPORTING RURAL VICTIMS OF MEDICAL 

16 EMERGENCIES. 

17 Title XII of the Public Health Service Act ( -4:2 l- .S.C. 

18 300d et seq. ) is amended by adding at the end thereor" 

19 the following new part: 

20 "P ~T D-:2\-IrscELL..~"""'Eors GRA..'-l'T PROGR.urs -~"-n 

21 REQCIREMENTS 

22 "SEC. 1241. GRANTS FOR SYSTEMS TO TRANSPORT RURAL 

23 VICTIMS OF MEDICAL EMERGENCIES. 

24 ' ;(a) L'-l' GE::--."'ER..U..-The Secretary shall make grants 

25 to States to assist such States in the creation or enhance-
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1 ment of air medical transport systems that provide .,,-ictims 

2 of medical emergencies in rural areas Yrith access to treat-

3 ments for the injuries or other conditions resulting from 

4 such emergencies . 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

.. (b) .APPLIC.ATION _-L'\i""D Pl..A..'-l'.-

,; (1) APPLIC-~TION.-To be eligible to receive a 

grant under subsection ( a), a State shall prepare 

and submit to the Secretary an application in such 

form, made in such manner, and containing such 

agreements, assurances, and information, including 

a State plan as required in paragraph ( 2). as the 

Secretary determines to be necessary to carry out 

this section. 

" (2 ) ST-~TE PL..-L'-l'.-An application submitted 

under paragraph ( 1) shall contain a State plan that 

shall-

·' (A ) describe the intended uses of the 

grant proceeds and the geographic areas to be 

served· 
' 

· · (B ) demonstrates that the geographic 

areas to be ser:ed. as described under subpara­

graph (~lL are rural in nature; 

.. ( C) demonstrate that there 1s a lack of 

facilities aYailable and equipped to deliver ad-
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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vanced levels of medical care in the geographic 

areas to be se1,:ed; 

·: (D ) demonstrate that in utilizing the 

grant proceeds for the establishment or en­

hancement of air medical seni.ces the State 

would be making a cost-effective improvement 

to existing ground-based or air emergency medi­

cal seni.ce 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 m utilizing the 

grant pr oceeds the State is likely to aclueYe a 

reduction in the morbidity and mortality r ates 

of the areas to be served. as determined by the 

Secretarv· . ' 
" (G ) demonstrate that the State, in utiliz­

ing the gTant proceeds. will-

.· ( i I maintain the expenditures of the 

State for air and ground medical transport 

systems at a level equal to not less than 

the le•:el of such expenditures maintained 

by the ~rare for the fiscal year precedin!! 
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8 
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the fiscal year for which the grant 1s re­

ceived: and 

.. (ii) ensure that recipients of direct 

financial assistance from the State under 

such grant will maintain expenditures of 

such recipients for such systems at a leYel 

at least equal to the level of such expendi­

tures maintained by such recipients for the 

fiscal year preceding the fiscal year for 

which the financial assistance is received: 

,: (H ) demonstrate that persons experienced 

in the field of air medical service delivery were 

consulted in the preparation of the State plan: 

"(I) contain such other information as the 

Secretary may determine appropriate. 

CONSIDERATIONS L'-1" _.\.~_IB.DL.'-TG GRA."\iTS.- L1 

17 determining whether to award a grant to a State under 

18 th.is section , the Secretary shall-

14 

15 

16 .. ( C) 

19 ' ·(1) consider the rural nature of the areas t u 

20 be served ,nth the grant proceeds and the sen-icc:--

21 to be provided ,nth such proceeds, as identified m 

22 the State plan submitted under subsection (b ); and 

23 .. (2 ) gi"·e prer'erence to States ,nth State plan:--

24 that demonstrate an effective integration of the prr, . 

25 posed air meclicnJ transport systems into a compr~-
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1 hensive net\vork or plan for regional or statewide 

2 emergency medical service delivery. 

3 " ( d) STATE AD~II:t'."ISTRATION A .. 'ID °CSE OF 

4 GR..-L'l"T.-

5 ' · (l ) L'l" GE)l"ERAL.-The Secretary may not 

6 make a grant to a State under subsection (a) unless 

7 the State agrees that such grant ·will be adminis-

8 tered by the State agency with principal responsibil-

9 ity for carrying out programs regarding the pro,-i-

10 sion of medical sen-ices to victims of medical emer-

11 gencies or trauma. 

12 "(2 ) PERlrIITTED rsEs.-A State may use 

13 amounts received under a grant awarded under th.is 

14 section to award subgrants to public and private en-

15 tities operating with.in the State. 

16 ' ' (3) OPP0RTl"::-•HTY FOR P1JBLIC C0IYDIE~T.-

17 The Secretary may not make a grant to a State 

18 under subsection ( a ) unless that State agrees that. 

19 in developing and carrying out the State plan under 

20 subsection (b) (2 ). the State will provide public notice 

21 -with respect to the plan ( including any revisions 

22 thereto) and facilitate comments from interested 

23 persons. 

24 " (e) ~l-:-.IBER OF GR..-L~Ts.- The Secretary shall 

25 award grants under this section to not less than 7 States 
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1 .. ( f) REPORTS.-

2 ··(l ) REQGIRE1IB:\iT.-A State that recerves a 

3 grant under this section shall annually ( during each 

4 year in which the grant proceeds are used) prepare 

5 and submit to the Secretary a report that shall 

6 contain-

7 ·' (~-\.) a description of the manner in which 

8 the grant pr oceeds were utilized; 

9 ·' (B ) a descr iption of the effectiveness of 

10 the air medical transport pr ograms assisted 

11 with grant proceeds; and 

12 · · t C) such other information as the Secre-

13 tary may require. 

14 '" (2) TER~IT::--r.ATION OF IT:-.-UL"'l'G.-In revie,nng 

15 reports submitted under paragraph ( 1). if the Secre-

16 tary determines that a State is not using amounts 

17 provi.ded under a gr ant awarded un der this section 

18 in accordance with the State plan submitted by the 

19 State under subsection (b ) . the Secretary may termi-

20 nate the payment of amounts under such grant t0 

21 the State until such time as the Secretary deter-

22 mines that the State comes into compliance ,nth 

23 such plan. 

24 ·· (g) DEFI~'1TIO~ .---\.s used in this section . the t er m 

25 ·rural areas· means geographic areas that are located our -
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1 side of standard metropolitan statistical areas, as identi-

2 fied by the Secretary. 

3 '" (h) A CTHORIZ....\.TION OF _-\.PPROPRE.TIONS.- There 

4 are authorized to be appropr iated to make grants under 

5 this section. $15.000,000 for fiscal year 1993 , and such 

6 sums as may be necessary for each of the fiscal years 199-4: 

7 and 1996.". 

8 SEC. 323. RURAL HEALTH CARE TELECOMMUNICATIONS 

9 DEMONSTRATION PROJECT. 

10 (a) E sT_IBLISIDIB)J"T.-In order to demonstrate 

11 whether an interactiYe telecommunications system may 

12 improve the quality of health care pr ovided to individuals 

13 residing in rural areas. the Secretary of H ealth and 

14 Human Services (hereafter referred to as the "Secr etary" ) 

15 shall establish a demonstr ation project under which t he 

16 Secretary shall award grants over a 3-year period to :S 

1 7 States to establish and operate such a system. 

18 (b) lNTERACTn"E TELECOr.Dn:~•HCATIONS SYSTE:\1 

19 DEFINED.-In this section. an " interactive telecommuni-

20 cations system' ' means a system that links rural health 

2 1 care facilities in a State to urban facilities and trauma 

22 care centers in the State ( through methods such as inter-

23 active digital video. static \1.deo imaging systems, and tele-

24 facsimile machines l to assist rural facilities in stabilizing-

25 and treating patients. 
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1 (c) ELIGIBILITY OF STATES.- .A State is eligible to 

2 r eceive a grant under the demonstration project estab-

3 lished under subsection (a ) if the State submits an appli-

4 cation to the Secretary ( at such time and in such form 

5 as the Secretary may require ) containing such information 

6 as the Secretary may require. 

7 ( d) REPORT.- ~ ot later than 1 year after the expira-

8 tion of the 3-year period during which grants are awarded 

9 to States under the demonstration project established 

10 under subsection (a ). the Secretary shall submit a report 

11 to Congress describing the project and analyzing the 

12 project's effect on the quality of health care pro,i.ded to 

13 individuals residing in rural areas in the States receiving 

14 grants under the project. 

15 (e) .AUTHORIZATION OF ~-ti>PROPRL~TIONS.- There 

16 are authorized to be appropriated for grants under the 

17 demonstration project established under subsection ( a ) not 

18 more than $15,000.000. 

19 Subtitle C-State Flexibility 
20 SEC. 351. PROTECTION A.GA.INST DISALLOWANCES FOR 

2 1 GOOD F A.ITH COMPLIA.i"lCE WITH REQUffiE. 

22 MENTS. 

23 (a ) L'\J' GE::-.i"ERAL-Section 1904 of the Social Securi-

24 ty .Act (42 'C.S.C. 139f3cl is amended-

25 (1) by insertui ~ .. (aJ' ' after "1904.", and 



F:\EGG\ IHCA \ IHCA.DMP HLC 

88 

1 (2) by adding at the end the following new sub-

2 section: 

3 " { b ) ( 1) The Secretary may not take any action 

4 against a State under subsection (a ) or under section 1116 

5 with respect to a State's failure to comply with a require-

6 ment of th.is title, fo r actions or inactions occurring before 

7 the date a final regulation to carry out such requirement 

8 has been promulgated. if-

9 '' (~-\. ) the State has complied in good faith ,nth 

10 such requirement, or 

11 ·' (B ) the State has not complied with such re-

12 quirement and a regulation is required in order for 

13 the State to implement properly the requirement. 

14 Subparagraph (B ) shall be applied without regard to 

15 whether or not a pro,1.sion of law states the requirement 

16 takes effect "vvithout regard to the timely promulgation ,n· 

17 regulations. 

18 ,:(2 ) Within 60 days of the date of the enactment ,J r· 

19 any Act which has the effect of changing any requirement.-, 

20 for States under this title. the Secr etary shall pro'\-ide. b_\· 

21 notice in the F ederal Register. a statement as to whether 

22 or not, with respect to each such requirement. a regulation 

23 is needed in order fo r States to implement properly SUl' !. 

24 r equirement. ''. 
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1 (b ) EFFE CTIYE D_~TE.- The amendment made by 

2 subsection (a ) shall take effect on the date of the enact-

3 ment of this Act and shall apply to clisallowances taken 

4 on or after such date, regardless or whether or not the 

5 action ( or inaction) giving rise to the clisallowance oc-

6 curred before, on, or after such date. 

7 SEC. 352. AUTHORIZING WAIVER OF NURSING HOME RE-

8 

9 

FORM REQum.EMENTS. 

The Secretarv of Health and Human Services ma,· 
v ~ 

10 waive specified requirements of subsections (b ) through 

11 ( e) of section 1919 of the Social Security Act with respect 

12 to nursing facilities located in a State if the State provides 

13 assurances satisfactory to the Secretary (including, if ap-

14 propriate. the implementation of an alternative State pro-

15 gram) that the waiver of such requirements will not ad-

16 versely affect the quality of life of the residents in such 

17 facilities. 

18 TITLE IV-PREVENTIVE CARE 
19 UNDER MEDICARE 
20 SEC. 401. COVERAGE OF COLORECTAL SCREENING. 

2 1 ( a) L'l' GE~'ER.U..- Section 1834 of the Social Secm·i-

22 ty Act (42 "C.S.C. 1:39:Sm) is amended by inserting after 

23 subsection ( c) the follo,nng ne,, subsection: 
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1 "(d) FREQl""E~CY _.\...."4-U P_-\.l"1-IE~T LDITTS FOR 

2 ScREE::-iTIG FEc_u,-OccrLT BLOOD TESTS _-L"\"D SCREE;-i-

3 I~G FLEXIBLE SIG1IOIDOSCOPIES.-

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

. ' ( 1) SCREE~~G FEC_.\L-OCCuL T BLOOD 

TESTS.-

·' (--\) PAY1IENT LDITT.- In establishing fee 

schedules under section 1833(h) with respect t o 

screening fecal-occult blood tests pro,.,-ided for 

the purpose of early detection of colon cancer. 

except as pronded by the Secretary under para­

graph (3)(.A). the payment amount established 

for tests performed-

.. ( i ) in 19 9 3 shall not exceed $5; and 

.. (ii) in a subsequent year. shall not 

exceed the limit on the pa:ment amount 

established under this subsection for such 

tests for the preceding year~ adjusted by 

the applicable adjustment under section 

18:33 (h ) for tests performed in such year. 

" (B ) FREQl"E;-iCY LDIIT.- Subject to re,i -

sion by the Secretary under paragraph ( :3 ) (B l . 

no payment may be made under th.is part for 

a screening fecal-occult blood test pro,-ided to 

an ind.i,.,-idual for the purpose of early detection 

of colon cancer-
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·•(i) if the individual is under 50 years 

of age; or 

•· (ii) if the test is performed \Tithin 

the 11 months after a pre,-ious screening 

fecal-occult blood test. 

FLEXIBLE 

7 SIGMOIDOSCOPIES.-

8 '; (~.\.) P_n~IE)J"T .DIOuNT.-The Secr etary 

9 shall establish a payment amount under section 

10 1848 \Bth respect to screerung flexible 

11 sigmoidoscopies pro,-ided for the purpose of 

12 early detection of colon cancer that is consistent 

13 mth payment amounts under such section for 

14 similar or related sen-ices, except that such 

15 payment amount shall be established without 

16 regard to subsection ( a )( 2 )(A ) of such section. 

17 ' · (B ) FREQCE)J"CY LDIIT.- Subject to re,-i.-

18 sion by the Secretary under paragraph ( 3) ( B ). 

19 no payment may be made under this part for 

20 a screening flexible sigmoidoscopy prov-icled to 

21 an indiYidual for the purpose of early detection 

22 of colon cancer-

23 " ( i ) if the indiv-idual is under 50 years 

24 of age: or 

•--• ·--• ,.,a ◄ nnl"\ te , ◄ .., - - , 
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1 · · (ii ) if the procedure is performed 

2 within the S 9 months after a prenous 

3 screening flexible sigmoidoscopy. 

4 '· (3) REDrCT!O)l"S !); PA'1"}[E);T LDITT .A.'\i"D RE-

5 TISION OF FREQ"CE)iC'Y.-

6 .. (~.\. ) REDuCTi o.·s I~ PAY?.IB~T Lil\IlT.-

7 The Secretary shall review from time to time 

8 the appropriateness of the amount of the pay-

9 ment limit established for screening fecal-occult 

10 blood tests under paragraph ( 1 )(A ). The Secre-

11 tary may, with respect to tests performed in a 

12 year after 1995. reduce the amount of such 

13 limit as it applies nationally or in any area to 

14 the amount that the Secretary estimates is r e-

15 quired to assure that such tests of an appropri-

16 ate quality are readily and conveniently a·~:ail-

17 able during the year. 

18 "(B ) R D-rsro:::,-; OF FREQlTE)iCT.-

19 .. ( i) REYIEW.-The Secretary, m con-

20 sultation ,nth the Director of the ~ational 

21 Cancer Instin1te. shall review periodically 

22 the appropriate frequency for performing 

23 screerung- fecal-occult blood tests and 

24 scr eening tlexible sigrnoidoscopies based on 
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1 age and such other factors as the Secre-

2 tary believes to be pertinent. 

3 "' (ii) REY1SION OF FREQUE>iC'Y.- The 

4 Secretary, taking into consideration the re-

5 "~ew made under clause (i), may re,-ise 

6 from time to time the frequency ,nth 

7 which such tests and procedures may be 

8 paid for under this subsection . but no such 

9 re,-ision shall apply to tests or procedures 

10 performed before January 1, 1996. 

11 :, ( 4) LDITTI>iG CH..IBGES OF ~ONPARTICIPATI:'.\G 

12 PHYSICIA."\;S.-

13 ·' (A ) Ix GE);"ERAL.- In the case of a 

14 screening flexible sigmoidoscopy provided to an 

15 individual for the purpose of early detection , ,t' 

16 colon cancer for which payment may be maJ -:-

17 under th.is part. if a nonparticipating physicia1! 

18 provides the procedure to an individual enroUed 

19 under th.is part. the physician may not char~ ... 

20 the indiYidual more than the limiting charge \ tt:--

21 defined in subparagraph (B ), or , if less, as d~-

22 fined in section 18-4:8 (g)( 2)) . 

23 ' · (B ) LDITTIXG CHARGE DEFI~"ED.-I :. 

24 subparagTaph (_.\. ). the term 'limiting char;-

25 means. \Tith r':'spect to a procedure performed-
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·• (i) in 1993. 120 percent of the pay-

ment limit established under paragraph 

(2)(A); or 

' •(ii ) after 1993, 115 percent of such 

applicable limit. 

" (C) E ~"FORCE:VIEXT .-If a physician or 

supplier knowing and willfully imposes a charge 

in violation of subparagraph (A), the Secretary 

may apply sanctions against such physician or 

supplier m accordance with section 

1842 (j ) (2 ) .. , . 

12 (b ) CO!-<"FOK\II~G --DIE~"DMENTS.- ( 1 ) Paragraphs 

13 (l )(D) and (2)(D ) of section 1833 (a ) of such _-\.ct (-±:2 

14 "C'.S. C. 13 95l(a)) are each amended by striking '·subsec-

15 tion (h )( l ),'' and inserting "subsection (h )( l ) or section 

16 1834(d)(l ), ., . 

17 (2) Section 1833 (h )( l )( _-\.) of such Act (-±2 r.S.C. 

18 1395l(h )( l )(A)) is amended by striking .;The Secretary .. 

19 and inserting ·'Subject to paragraphs (1 ) and (3)(_-\.) of 

20 section 1834(d). the Secretary-' ·. 

21 (3) Clauses (i) and (ii) of section 1848(a)(2 )(~-\.) of 

22 such Act (-±2 r.S.C. 139Sw-.J(a)(2)(.A.)) are each amended 

23 by striking ' · a se:r ... ice.. and inserting .. a service ( other 

24 than a screening flex:ible sigmoidoscopy pro"-ided to an in-

l::::.M11::1rv ? A 100? / A •11, nm, 
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1 clividual for the purpose of early detection of colon can-

2 cer )' '. 

3 (-4:) Section 1862(a) of such Act (-4:2 r .S.C. 139Sv(a )) 

4 is amended-

5 

6 

7 

8 

9 

10 

11 

12 

U .. ) in paragraph ( 1 )-

( i) in subparagraph (E ), by striking 

" and" at the end, 

(ii) in subparagraph (F) , by striking 

the semicolon at the end and inserting · ·. 

and'' , and 

(iii) by adding at the end the follow·­

ing new subparagraph: 

13 " ( G) in the case of screening fecal-occult blood 

14 tests and screening flexible sigmoidoscopies proYided 

15 for the purpose of early detection of colon cancer. 

16 ,,hich are performed more frequently than is covered 

17 under section 18:34( d);"; and 

18 (B ) in paragraph (7), by striking "para-

19 graph ( l ) (B ) or under paragraph (l )(F ) · and 

20- inserting "subparagraphs (B ), (F ). or (G) of 

21 paragraph ( 1) •·. 

22 (c) EFFECTIVE DATE.-The amendments made b:-· 

23 this section shall apply to screening fecal-occult blood tests 

24 and screening fle:s:ible sigrnoidoscopies performed on or 

25 after January 1. 199:3. 
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1 SEC. 402. COVERAGE OF CERTAIN IMMUNIZATIONS. 

2 (a ) L"l" GE~"ERAL.- Section 1861(s)(l0) of the Social 

3 Secur ity Act (-±:2 1.7.S.C. 1395x(s )(l0 )) is amended-

4 ( 1) in subparagraph (_-\..)-

5 (_-\..) by striking ·', subject to section 

6 -:±071(b ) of the Omnibus Budget Reconciliation 

7 Act of 1987, " . and 

8 (B ) by striking ' · and·' and inserting a 

9 comma; 

10 (2) in subparagraph (B), by str iking 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 

16 

tration;". 

(b ) L DIIT-~TIO~ FREQu"E:--l'CY.- Section 

17 1862(a)( l ) of such Act (-±2 l - .S.C. 1395y(a)( l )l . as 

18 amended by section -:±01 (b ) (-± ) (_-\.). is amended-

19 (1) in subparagraph (F ). by striking '·and'' at 

20 the end; 

2 1 (2) in subparagraph (G), by striking the 

22 semicolon at the end and inserting '' , and''; and 

23 ( 3) by adding at the end the following ne"· 

24 subparagraph: 

25 .. (H ) in the case of an influenza vaccine, which 

26 is administered ffithin the 11 months after a pre\l-
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1 

2 

3 

4 

5 

ous influenza vaccine, and. in the case of a tetanus­

cliptheria booster . which is administered \nthin the 

119 months after a previous tetanus-diptheria boost-

" er ; . 

(c) Co:NFOR:\II};'G ~-DIE)i"Di\IENT.- Section 1862 (a ){ 7) 

6 of such Act (-12 r .S.C. 139Sy(a )( 7)) , as amended by sec-

7 tion -101 (b) ( 4 )(B ), is amended by striking " or ( G)" and 

8 inserting · ( G), or (H )' ' . 

9 (d) EFFECTIYE D_-¼,.TE.-The amendments made by 

10 this section shall apply to influenza vaccines and tetanus-

11 cliptheria boosters ad.ministered on or after J anua.ry 1. 

12 1993. 

13 SEC. 403. COVERAGE OF WELL-CHILD CARE. 

14 (a) L'f GE:--rERAL.-Section 186 1(s)(2) of the Social 

15 Security Act (-±2 r.S.C. 139S:s:(s )(2)) is amended-

16 (1) by striking "and" at the end of subpara-

17 graph (0 ); 

18 (2 ) by striking the semicolon at the end of sub-

19 paragraph (P ) and inserting .. : and' '; and 

20 (3) by adding at the end the following new sub-

21 paragraph: 

22 "(Q ) well-child services (as defined in subsec--

23 tion (11) (1 )) pro,ided to an individual entitled to ben-

24 efits under this title \,-ho is under 7 years of age: .. 
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1 (b) SERVICES DEFI>tD.-Section 186 1 of such Act 

2 (42 r.S.C. 139Sx) is amended-

3 ( 1) by redesignating the subsection (ij) added 

4 by section -1163(a)( 2) of the Omnibus Budget Rec-

5 onciliation _.\.ct of 1990 as subsection (kk): and 

6 (:2 ) by inserting after subsection (kk) (as so re-

7 designated) the following new subsection: 

8 "\Veil-Child Services 

9 ' ' (11)( 1) The term ·well-child services· means weU-

10 child care. including routine office visits. routine immuni-

11 zations ( including the vaccine itself) , routine laborator:· 

12 tests. and preventive dental care, pr oY-ided in accordance 

13 with the periodicity schedule established with respect to 

14 the services under paragraph ( :2 ). 

15 " (2) The Secretary. in consultation with the _\meri -

16 can Academy of Pediatrics, the _.\.dvisory Committee on 

17 Immunization Practices. and other entit ies considered ap-

18 propriate by the Secretary. shall establish a schedule 1j r" 

19 periodicity which r eflects the appropriate frequency \\7th 

20 which the services referred to in paragraph ( 1) should Li~ 

21 provided to healthy children.··. 

22 (c) Co~-POR~IT>"G -~IE)!Di\IE~TS.- (1) Sectior: 

23 1862(a)( l ) of such _.\ct (-1:2 r .S.C. 139Sv( a)( l )) . ,:, 

24 amended by sections -1:01 (b ) ( -±) (_.\.) and -102 (b ). 

25 amended-
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1 (J,.) in subparagraph (G ) . by striking "and'' at 

2 the end; 

3 (B ) in subparagraph (H ), by striking the semi-

4 colon at the end and inserting ' ·, and" : and 

5 (C ) by adding at the end the follo,nng new sub-

6 paragraph: 

7 '' (I ) in the case of well-child se:r ;ices, which are 

8 pro,1.ded more frequently than is provi.ded under the 

9 schedule of periodicity established by the Secretary 

10 under section 18 61 ( ll) ( 2 ) for such seni.ces; " . 

11 (2) Section 1862(a)(7) of such Act (-:1:2 l-.S.C. 

12 1395y(a)(7)), as amended by sections -:l:0 l (b )(4)(B ) and 

13 402 (c), is amended by striking "or (H )' ' and inserting 

14 "(H ), or (I) " . 

15 (d) EFFECTIYE D.~TE.-The amendments made b:· 

16 this section shall apply to well-child seni.ces pro1:ided on 

17 or after January 1. 1993 . 

18 SEC. 404. ANNUAL SCREENING MAMMOGRAPHY. 

19 (a) .A ... "DIT.\L SCREEYD[G ~'illD.\IOGRAPHY F OR 

20 W0l\iIEN O\"ER _.\GE 6-:1:.- Section 18:3 -:1: (c)(2)(_.\) of the So-

21 cia.l Security Act (-:1:2 r.s.c. 1395m(b)(2 )(A)l IS 

22 amended-

23 (1 ) m clause ( iv). by striking .. but under 6 :1 

24 years of age ... : and 

25 (2) by striking clause (,;). 

Januarv 28. 1992 16 :12 o.m .\ 
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1 (b) EFFECTI\"E D_~TE .-The amendments made by 

2 subsection ( a ) shall apply to screening mammography per -

3 formed on or after January 1. 19 9:3. 

4 SEC. 405. OUTPATIENT DIABETES ED UCATION SERVICES. 

5 (a) L'-r GE)s"ERAL.-Section 186 l (s )(2 ) of the Social 

6 Security _-\.ct (-t2 r.S.C. 1395x(s )(2)) , as amended by sec-

7 tion 403(a), is further amended-

8 (1) by striking .;and" at the end of subpara-

9 graph (P ); 

10 (2) by adding- "and" at the end of subpara-

11 graph (Q ); and 

12 (3) by adding at the end the follomng new sub-

13 paragraph: 

14 '· (R ) outpatient diabetes education services ( as 

15 defined in subsection ( oo )) ." . 

16 (b ) DEFI::-rrTION.- Section 186 1 of such Act (-±:2 

17 "C.S.C. 1395x) is amended by adding at the end the follo\Y-

18 ing new subsection: 

19 ,;OUTP-~TIE::--l"T DLIBETES EDl""CATION SERTICES 

20 " (oo)( l ) The term ·outpatient diabetes education 

21 services' means educational and training services fur-

22 nished to an individual \nth diabetes by or under arrange-

23 ments with a certified provider ( as described in paragraph 

24 (2) (A)) in an outpatient setting by an indi,-idual or entity 

25 who meets the quality standards described in paragraph 

26 (:2 )(B ). but only if the ph:·sician \\ho is managing the incli-

.J:onu:orv 2 8. 1992 (6 :12 o .m .\ 
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1 vidual's diabetic condition certifies that such services are 

2 needed under a comprehensive plan of care related to the 

3 incli,;,idual' s diabetic condition to pro,;,ide the indi,idual 

4 \nth necessary skills and knowledge (including skills relat-

5 ed to the self-administr ation of injectable drugs) to par-

6 ticipate in the management of the individual's condition. 

7 ''(2) In paragraph ( 1)-

8 "(.A) a ·certified provider' is an individual or 

9 entity that, in addition to providing outpatient dia-

l O betes education services, provides other items or 

11 sen-ices for which payment may be made under th.is 

12 title; and 

13 ' ' (B ) an indi'\idual or entity meets the quality 

14 standards described in this paragraph if the indi'\i d-

15 ual or entity meets quality standards established b:-,-

16 the Secretary, except that the individual or entit:· 

17 shall be deemed to have met such standards if the 

18 individual or entity meets applicable standards es-

19 tablished by the )." ational Diabetes .A.d'\-isory Board 

20 or is certified by the • ..\.rnerican Diabetes .~sociation 

21 as qualified to furnish the sen-ices. '' . 

22 (c) C0NSl,"LTATI0 ~ \YITH ORG.-L'-<1Z...\.TI0NS I~ E SLIB-

23 LISHING PXY:-.IE~T .~IOC~TS F OR SER\'"ICES PROv"IDED 

24 BY PHYSICL.\.."i'S.- In establishing pa3-ment amotmts under 

25 section 1848(a) of the Social Security Act for physicians· 
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1 services consisting of outpatient diabetes education sen·-

2 ices, the Secretary of Health and Human Services shall 

3 consult w-ith appropriate organizations, including the 

4 _-illlerican Diabetes --i.Ssociation. in determining the rela-

5 tive ,;alue for such sen-ices under section 1848(c)(2 ) of 

6 such _let. 

7 (d) EFFECTI\"E D_~TE.-The amendments made by 

8 this section shall apply to sen-ices furnished on or after 

9 January 1. 1993 . 

10 SEC. 406. DEMONSTRATION PROJECTS FOR COVERAGE OF 

11 OTHER PREVENTIVE SERVICES. 

12 (a) ESTABLISIDrE:--iT.-The Secretary of Health and 

13 Human Sen-ices (hereafter referred to as the ··Secretary" l 

14 shall establish and pro'l.-ide for the conduct of a series of 

15 ongoing demonsh·ation projects under Yduch the Secret~· 

16 shall provide for coYerage of the preventive sen-ices cle-

17 scribed in subsection (cl under the medicare program in 

18 order to determine-

19 ( 1) the feasibilit:· and desirability of expanding: 

20 coverage of medical and other health services under 

21 the medicare progTam to include coverage of sne:h 

22 sen-ices for all incli,-iduals enrolled under part B of 

23 title X"\7III of the Social Security Act; and 

24 (2 ) appropr1'-ue methods for the deliYery 1)f 

25 those sen-ices t0 !11..,dicare beneficiaries. 
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1 (b l SITES F OR PROJECT .-The Secretary shall pr o-

2 \1.de for the conduct of the demonstr ation projects estab-

3 lished under subsection (a l at the sites at ,,hich the Secre-

4 tary conducts the demonstr ation program established 

5 under section 9:3 14 of the Consolidated Omnibus Budget 

6 Reconciliation _.\.ct of 1985 and at such other sites as the 

7 Secretary considers appr opriate. 

8 (c ) S ERYICES C OY"ERED ~~-nER PR.o.JECTS.- The 

9 Secretary shall cover the following sen1.ces under the se-

10 ries of demonstration pr ojects established under subsec-

11 tion ( a ): 

12 ( 1 ) Glaucoma scr eening. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

24 

( 2 ) Cholest er ol screening and cholesterol-reduc-

ing drug therapies. 

( 3 ) Screening and tr eatment for osteoporosis. 

including tests for bone-marrow density and hor· 

mone r eplacement therapy. 

(-±) Screening services for pregnant women. in­

cluding ultra-sound and chlamydial testing and m,1 -

ternal sen1m alfa-fetoprotein. 

(5) One-time comprehensive assessment for m­

cli\1.duals beginning at age 6 S or 7 S. 

( 6) Other sen ices considered appropriate by :!· .. . 

Secretary. 
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1 (d) REPORTS TO Co:-;GRESS.- :\"ot later than October 

2 1. 199-1. and ever~: :2 ,·ears thereafter. the Secretan· shall 
• • V 

3 submit a report to the Committee on Finance of the Sen-

4 ate and the Committee on \Yays and -:\Iea.ns and the Com-

5 mittee on Energy and Commerce of the H ouse of Repre-

6 sentatives describing finding·s made under the demonstra-

7 tion projects conducted pursuant to subsection (a ) during 

8 the preceding 2-year period and the Secretar:,.; s plans for 

9 the demonstration projects during the succeeding 2-year 

10 period. 

11 ( e) A"CTH0RIZ.~TION OF _.\.PPROPRllTIO_ -s.- There 

12 are authorized to be appropriated from the Federal Sup-

13 plementaJ:' :\Iedical Insurance Tn1st Fund for expenses 

14 incurred in carrying out the series of demonstration 

15 projects established under subsection ( a ) the follo,:ving-

16 amounts: 

17 

18 

19 

20 

21 

(1) $4.000.000 for fiscal year 1993 . 

(:2 ) $4,000.000 for fiscal year 1994. 

(3) $5.000.000 for fiscal year 1995. 

(--1 ) $5.000.000 for fiscal year 1996. 

(5) $6.000.000 for fiscal year 1997. 

22 SEC. 407. OTA STUDY OF PROCESS FOR REVIEW OF MEDI· 

23 CARE COVERAGE OF PREVENTIVE SERVICES. 

24 ( a) STrDY.- The Director of the Office of T echnol0-

25 gy _-i.ssessment (herenrrer refe1Ted to as the '"Director .. 
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1 shall, subject to the appro,·al of the Technology Assess-

2 ment Board. conduct a study to develop a process for the 

3 regular revieY, for the consideration of coverage of pre,:en-

4 tive sen'ices under the meclicare program. and shall in-

5 elude in such study a consideration of different types of 

6 evaluations. the use of demonstration projects t o obtain 

7 data and experience. and the types of measures, outcomes. 

8 and criteria that should be used in making coverage deci-

9 s10ns. 

10 ( b ) REPORT.- > ot later than 2 years after the date 

11 of the enactment of this Act. the Director shall submit 

12 a report to the Committee on Finance of the Senate and 

13 the Committee on \Yays and }leans and the Committee 

14 on Energy and Commerce of the H ouse of Representatives 

15 on the study conducted under subsection ( a ) . 

16 TITLE V-LONG-TERM CARE 
11 INITIATIVES 
18 SEC. 501. TREATMENT OF LONG-TERM CARE INSURANCE 

19 OR PLANS. 

20 (a ) G E:-iERAL RrLE.-Chapter 79 of the Internal 

21 Revenue Code of 19S6 (r elating to definitions) is amendeLl 

22 by inserting after section 7702_-\. the follovving new section: 

23 "SEC. 7702B. TREATMENT OF LONG-TERM CARE INSURANCE 

24 OR PLANS. 

25 " (a) G E~"ERAL RcLE.-F or purposes of this title--
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1 .. (1 ) a long-term care msurance contract shall 

2 be treated as an accident or health insurance con-

3 tract. 

4 .. (2) amounts received under such a contract 

5 ,nth respect to qualified long-term care services shall 

6 be treated as amounts receiYed for personal lllJunes 

7 or sickness. and 

8 ; ' ( 3) any plan of an employer pro\;ding quali-

9 fied long-term care se:rv;ces shall be treated as an 

10 accident or health plan. 

11 " (b) L ONG-TER)I C_IB.E I~Sl,"RA..'-TCE CONTRACT.-

12 " ( 1) I~ GE:--.."ERAL.-For purposes of this title. 

13 the term 'long-term care insurance contract' means 

14 any insurance contract if-

15 .. (_-\.) the only insurance protection pr o"l.;d-

16 ed under such contract is coverage of qualified 

17 long-term ca.re sen;ces and benefits incidental 

18 to such coverage. 

19 .. (B ) such contract does not coYer expenses 

20 incurred for sen;ces or items to the extent that 

21 such expenses a.re reimbursable under title 

22 ~""'.TII of the Social Security _-\.ct or would be so 

23 reimbursable but fo r the application of a de-

24 ductible or coinsurance amount. 
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.. ( C) such contract 1s guaranteed reneY,­

able. 

.. (D ) such contract does not ha,·e any cash 

surrender value, 

.: (E ) all refunds of pr emiums. and all pol­

icyholder cli,idends or similar amounts. under 

such contr act are to be applied as a r eduction 

in future premiums or to increase future bene­

fits. and 

·· (F ) such contract is certified under para­

gTaph ( :3 ) by the Secretary of Health and 

Human Sen-ices as meeting the r equirem ents of 

this subsection. 

.. (:2 ) SPECL-U. RCLE S.-

.. (_.\. ) PER DIE1L ETC. PAl:-IE::--rTS PER::.ITT­

TED .- _.\. contract shall not fail to be treated as 

described in paragraph ( 1) (A ) by reason of pa:•:­

ments being made on a per diem or other peri­

odic basis \v-ithout regard to the expenses in­

curred during the period to which the payments 

relate . 

. , (B ) Co :--.-TRACT :.U.Y CO\'"ER ::.IEDICIBE 

REDIBCRS.-\.BLE EXPE~SES \'\"HERE :,IEDIC.IBE 

rs SECO::--.-O.IBY P.\YOR.-Paragraph (l )(B ) shall 

not apply t 1) .... ~ enses \,hich are reimbursabli:-



F: \ EGG\ IHCA \ IHCA.DMP 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

m..c 

108 

under title ~\ill of the Social Security _-\.ct 

only as a secondary payor. 

.. ( C) REFr::--.-ns OF PRE)fil")IS.- Paragraph 

(l )(E ) shall not apply to any refund of premi­

ums on surrender or cancellation of the con­

tract. 

· (3 ) CERTIFICATIO~ PROCESS.-

.. (_-\. ) I~ GE::--.'ERAL.- For the purposes of 

paragraph ( 1 l. the Secretary of Health and 

H wnan Sel"'ices (hereinafter in this paragraph 

referred to as the ·Secretary') shall establish a 

certification program (which meets the require ­

ments set forth in subparagraph ( B )) for long-­

term care insurance . 

.. (B ) PROGR..DI REQl:"IRE::\IE~TS.- A prn­

gram meets the requirements of this sub para• 

graph if under the program-

.. ( i) issuers may submit policies r'._1 r 

certification . 

.. i ii I certifications are for periods o t' 

year. 

• • 1 iii) there may be printed on eal·:: 

policy ,-dlich is certified by the Secrern.r.­

an emblem or symbol approved by the St:'1 · -
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1 retary which identifies the policr as so cer-

2 tified. and 

3 .. ( iY l the Secretary notifies each State 

4 of each policy so certified. 

5 " (C) ST_lTE.- F or purposes of this para-

6 gyaph. the term ·State' includes the District of 

7 Columbia and any possession of the l-nited 

8 States. 

9 '· (D ) REGCh~TIO~s.-The Secretary may 

10 prescribe such regulations as necessary or ap-

11 propriate to carry out this paragraph. 

12 ·' (c) Qr~IFIED L o::--rG-TER\I C_IB.E SERY1CE S.- F o r 

13 purposes of this section-

14 ·' (1) I~ GE~"ERAL.-The term ·qualified long:-

15 term care services· means necessary diagnostic. pre-

16 ,·entive. therapeutic. and rehabilitative services. and 

17 maintenance or personal care services. which-

18 ·· (_\) are required by a chr onically ill incli-

19 ,-i.dual in a qualified facility. and 

20 .. ( B ) are prm-i.ded pursuant to a plan •) r 

2 1 care prescribed by a licensed health care pracn-

22 ti oner . 

23 " {~) CHR0 :'<1C U,LY ILL I>"Df'\'lDC-~.-

24 " (_\ ) l '\" GE:\"ERAL.- The term ·chr onicall_-: 

25 ill indi,-i.dual' means any indiYidual ,"\"ho h,t, 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 
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been certified by a licensed health care practi­

tioner as-

.. (iJ(l l being unable to perform (,nth­

out substantial assistance from another in­

di'l.idual ) at least :2 acti,ities of daily li,ing 

( as defined in subparagraph ( B )) due to a 

loss of functional capacity, or 

;. (II) having a level of disability simi­

lar ( as determined by the Secretary in con­

sultation-w-ith the Secretary of Health and 

Human Services) to the leYel of disability 

described in subclause (I). or 

.. ( ii ) having a similar level of disabil­

ity due to cognitive impairment. 

'" (B l _.\.CTI\"1TIES OF D_-ULY LI\"1~G.-Fo r 

purposes of subparagraph (_.\.). each of the fol ­

lo-wing is an acti,ity of daily foing: 

'" (i) BATHI~G.- The overall complex 

beha,ior of getting ,,ater and cleansing the 

whole body. including turning on the w·ater 

for a bath. shower, or sponge bath. getting 

to. in. and out of a tub or sho"er. and 

,,ashing and <lr:ing oneself. 
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1 ·· ( ii ) DRESsr:--;G.-The o\·erall complex 

2 behavior of g·etting- clothes from closets 
<.: -

3 and drawers and then getting dressed. 

4 .. (iii ) TOil.ETI~G.-The act of going 

5 to the toilet room for bowel and bladder 

6 function. transferring on and off the toilet. 

7 cleaning after elimination, and arranging 

8 clothes or the ability to voluntarily control 

9 bowel and bladder function. or in the event 

10 of incontinence. the ability to maintain a 

11 r easonable level of personal hygiene. 

12 ·• (iv) TRA..'-."SFER.-The process of get-

13 ting in and out of bed or in and out of a 

14 chair or wheelchair. 

15 .. 1, · 1 E_~TI::--JG.-The pr ocess of getting-

16 food from a plate or its equivalent into the 

17 mouth. 

18 "(3) Q1.,-_.U..IFIED F_.\.Cll.,IIT.- The term ·quali-

19 fied facility· means-

20 .. ,_-\.} a nursing, rehabilitative. hospice. or 

21 adult day ca.re facility ( including a hospital. re-

22 tirement home. nursing home, skilled nursin!?" 

23 facilitY. intermediate care facilitv. or similar in-. . 

24 Stltu tl011 )-
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1 .. ( i) \·d iich is licensed under State la,,. 

2 or 

3 .. ( ii ) which is a certified facility for 

4 purposes of t itle ~\ill or :s:IX of the So-

5 cial Security _-\.ct . or 

6 ·· (B ) an individual 's home if a licensed 

7 health care practitioner certifies that without 

8 home care the incli,-idual would have to be cared 

9 for in a facility described in subparagraph ( _-\. ). 

10 .. ( 4) :}L.U~ TE).;_~'-i'CE OR PERSO~AL C_IBE SER,--

11 ICES.- The term ·maintenance or personal car e se:r:-

12 ices· means any care the primary purpose of \, hich 

13 is to pr o,-ide needed assistance with any of the ac-

14 ti,-ities of daily li,-ing descr ibed in paragraph ( :2 l ( B 1. 

15 " (5) Lrc E ::,-.;SE D HE.A.LTH c _IBE PRACTITI0 >"-

16 ER- The term · licensed health care practit ioner 

1 7 means any physician ( as defined in section 1S611 r , 

18 of the Social Secur ity _-\.ct) and any registered pro-

19 fessional nurse. licensed social worker. or other indi-

20 ,-idual who meets :;uch requirements as may be pr i->-

21 scribed by the Secretary. 

1 1 .. rd) COI',;TI::--.T . .\TIO>" Co,r:RAGE ExcrsE T_-L~ \"o T 

23 To _.\PPLY.- This section shall not apply in det ermin.u1 ~· 

24 whether section -4: 9~!)8 , rdating to failure to satisfy con-
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1 tinuation coverage r equirements of group health plans ) ap-

2 plies. " 

3 (b) CLERIC-U- _-bIE::----n::-.IEXT.- The table of sections 

4 for chapter 79 of such Code is amended by inserting after 

5 the item r elating to section ,,02--\. the follo,nng new item: 

··Sec. 770:2B. Treatment or long-term care insurance or plans.·· 

6 (c) STGDY.- The Secretary of H ealth and Human 

7 Services shall ( in consultation with the >i" ational _-\ssocia-

8 tion of Insurance Commissioners. r epresentatives of major 

9 agmg organizations. and r epresentatives of employee 

10 health benefits organizations) conduct a comprehensi·H 

11 study of-

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

24 

( 1) all policies being offered as of January 1. 

1993 , which are purported to provide benefits suc-h 

as those descr ibed in section 7702B( c) of the Inter­

nal Revenue Code of 198 6. 

( 2 ) the \·ar ious methods that States use to re":£­

ulate such policies. 

( 3 ) the sale. mru·keting. and promotional act i\1-

ties of such persons \-d10 issue such policies. 

( -±) specific methods to pr omote pr ice com pet :­

tion of such policies: and 

( S) specific methods fo r disseminating infor mtt · 

tion as to the need and a\·ailability of such polici-, 

for individuals. 
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1 Such stud:· shall be submitted to the Congress not later 

7 than .January 1. 199-1 . 

3 ( cl) ), ... "\i:--T_-U. REPORT.-The Secretary of H ealth and 

4 Human Services shall submit annually to the Congress a 

5 report of the program established pursuant t o section 

6 7 7 0:2B ( b ) ( 3) of such Code. Such report shall include-

7 ( 1 ) types and numbers of policies certified 

8 under such program. 

9 ( :2 ) types and numbers of policies not certified 

10 under such program. 

11 ( :3) any recommendations such Secretary may 

12 have for changes in legislation or regulatory prac-

13 tices under such program. and 

14 ( -:l: ) the Secretar:-· s recommendation whether 

15 such a certification program should continue. 

16 SEC. 502. QUALIFIED LONG-TERM SERVICES TREATED .AS 

17 MEDICAL CARE. 

18 ( a ) GE)."ERAL RrLE .-Paragraph ( 1 ) of seen on 

19 213(d) of the Internal ReYenue Code of 19S6 (clefi.nin~-

20 meclical care ) is amended by striking .. or.. at the end ,) r· 

21 subparagraph (B L by redesignating subparagraph ( C) a~ 

22 subparagraph (D ). and b:· inserting after subparagraph 

23 (B ) the following ne\, subparagraph: 

24 .. ( C) fo r qualified long-term car e sern c".'" 

(as defined m section 770:2B(c)). or" 
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1 (b l TECID"1C--\L .-Dffi ~,,D)ffi:-(TS.-

2 (1 ) Subparagraph (D ) of section :21:3 (d}(l ) of 

3 such Code ( as redesignated by subsection (a ll 1s 

4 amended by striking "subparagTaphs (_.\ ) and (B ) .. 

5 and inserting ··subparagTaphs (_.\ ). (B L and (C)''. 

6 (2 ) P aragraph ( 6) of section 213 (d) of such 

7 Code is amended-

8 (_.\) by striking "subparagraphs (A) and 

9 (B)" and inserting ··subparagTaphs (A ). (B l. 

10 and (C)' '. and· 

11 (B ) by striking " paragraph (1 )( C)' ' in sub-

12 paragraph (_.\) and inserting "paragraph 

13 ( l) (D )". 

14 (:3 ) Paragraph (7) of section 213(d) of such 

15 Code is amended by striking "subparagraphs {_.\ , 

16 and (B)'' and inserting "subparagraphs (_.\). (B ,. 

17 and ( C) , .. 

18 (c) EXCL-CSION FOR BE).""EFITS.- Subsection (b l or· 

19 section 105 of such Code is amended by inserting "as ben-

20 efits under a long-term care insurance contract ( as define,J 

21 in section 7702B(b )) or .. after " to the t a..'-.-payer". 

22 SEC. 503. TREATMENT OF PREFUNDED LONG-TERM CARE 

BENEFITS. 

24 
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1 (1 ) P ar agraph (~ ) of section -:l:1 9_-1.(c) of the In-

2 ternal ReYenue Code of 19 8 6 ( relating to addit ional 

3 reser :e for post-ret irement medical and life insru--

4 ance benefits ) is amended by striking .. or.. at the 

5 end of subpar agr aph (_-\.), by striking the period at 

6 the end of su bparagraph (B ) and inserting ... or". 

7 and by adding at the end thereof the follO\nng new· 

8 subparagraph: 

9 ·· (C) post -retirement long-term care bene-

10 fits to be pro,:i.ded to covered employees." 

11 ( 2 ) The par agraph heading for such paragraph 

12 (2) is amended by inserting·· . LO::--iG-TEIDI CARE. 

13 after .. :v.lEDIC_..u, .. . 

14 (b ) RE sER\t Fo R L o::--iG-TER~r c _IB,E BE~"EFrTs 

15 :\{ CST BE );°Q),"DISCRDIT>"ATORY. -

16 

17 

18 

19 

20 

21 

22 
..,.., 
_ .) 

24 

(1 ) Paragraph (1 ) of section -:l:1 9A(e) of such 

Code ( relating to special limitation on reserves for 

medical benefits or life insurance benefits pro,ided 

to retired emplo;:ees ) is amended by inserting · ·. 

long--term care benefits. .. after "medical benefits .. 
'--' 

each place it appears. 

( 2 ) The subsection heading for section -:l:1 9_-\. t I:'. · 

of su ch Code is amended by inserting ... LO);G-TER\f 

C_IBE BE>"EFITS ... after ":1.IEDIC_-U, BE~tFITS" . 
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1 (c ) L 0)i"G-TEIDI C _IBE BE:\""EFITS.-Subsection (f) of 

2 section 419_-\. of such Code is amended by adding at the 

3 end thereof the follo\nng new paragraph: 

4 ,. ( S) L o :---;G-TER:.I C illE BE:-.""EFIT.- The term 

5 'long-term care benefit ' means a benefit which pro-

6 ,-ides ( directly or through insurance) qualified long-

7 term care sen-ices ( as defined in section 7702B ( c ) l . 

8 Such term shall not include any benefit pro,-ided 

9 through insurance unless the employee may elect to 

10 continue the insurance upon cessation of partieipa-

11 tion in the plan.·· 

12 ( d) Rl."LES FOR CERT_-U); T_-L~-E:s:E::.IPT ORGA.'\1Z_.1,.. 

13 Tro:--;-s.-

14 

15 

16 

17 

18 

19 

20 

21 

22 

( 1 ) Clause ( ii ) of section 512 (a )( :3 )(B ) of such 

Code is amended by inserting before the comma nt 

the end ther eof .. ( including- long--term care benefits. 
'-' '-' 

as defined in section -119_-\.( f) ( 8 )) .. . 

(2 ) Clause li l of section 512 (a)(:3 )( E ) of such 

Code is amended by striking ··section -± 19_-\.( c l ( :2 l 1 _.\. 1 

for post-retirement medical benefits·· and inserti.i1? 

"subparagraph t _.\. J or (C) of section .J:l9_-\.(c)(2 ) r'c, r 

post-retirement medical and long-term care bene­

fits ' ' . 
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1 SEC. 504. QUALIFIED LONG-TER.~ CARE INSURA.i"TCE CON-

2 TRACTS PERMITTED TO BE OFFERED IN CAF-

3 ETERIA PLANS. 

4 Paragraph ( :2 ) of section 125( d) of the Internal Re\·e-

5 nue Code of 1986 (relating to the exclusion of deferred 

6 compensation) is amended by adding at the end thereoi 

7 the following new subparagraph: 

8 .. (D ) E::s:CEPTIO);" FOR LONG- TE RM CARE 

9 I~SrRA._"\,TE c o::--;TR.ACTS.- For purposes of sub-

10 paragraph ( _-\.). a plan shall not be tr eated as 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

pr oYiding defer red compensation by reason of 

pr oviding any long-term car e insui-ance contrae:r 

(as defined in section 7702B (b)) if-

" ( i ) the employee may elect to contin­

ue the insurance upon cessation of partici­

pation in the plan. and 

.. I ii ) the amount paid or incurred dur­

mg an\· ta..-.;;:able year for such insuranc'::' 

does not exceed the premium which wou l1 ! 

haYe been payable for such year under ,1 

level premium stn1cture. ·· 

22 SEC. 505. CERTAIN EXCHA..L"l'GES OF LIFE INSURANCE CON• 

23 TRACTS FOR LONG-TERM CARE INSURANCE 

24 CONTRACTS :\TOT TAXABLE. 

25 Subsection ( a l ,) r· -s r:-<:tion 10:3 5 of the Internal Re\·- · 

26 nue Code of 1986 1ri--!.irrn!?," to certain exchanges of insu.!·-
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1 ance contracts) 1s amended by striking the period at the 

2 end of paragraph ( 3 l and inserting · ·: or·· . and by adding 

3 at the end thereof the follo,nng ne,, paragraph: 

4 " (-± ) a contract of life insur ance or an endow-

5 ment or annuity contract for a long-term care insur-

6 a.nee contract. ·' 

7 SEC. 506. TAX TREATMENT OF ACCELERATED DEATH BENE-

8 FITS UNDER LIFE INSURANCE CONTRACTS. 

9 Section 10 1 of the Internal Revenue Code of 19 8 6 

10 ( relating to certain death benefits) is amended by adding 

11 at the end thereof the follo,nng new subsection : 

12 .. (g) TRE...\.T)IB:'-i'T OF CERT_UN A CCELERATED 

13 DE....\.TH BE~'"EFITS.-

14 ;. ( 1) l )J' GE>"ERAL.-For purposes of th.is sec-

15 tion, any amount paid or advanced to an indi,i.dual 

16 under a life insurance contract on the life of an 

17 insured-

18 .. (_-\.) ,,ho 1s a terminally ill ind.i,i.dual. 1) r 

19 · · ( B ) ,,ho is a chronically ill individual I as 

20 defined in section ,702B(c)( :2 )) who is confu1eJ 

21 to a qua.lined facility ( as defined in section 

22 7702B (cl (3 )J . 

23 shall be treated as an amount paid by reason of th,:-

24 death of such insured. 
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1 " (2) TER\ID"_-U.LY ILL I:---r>IY1DL-U..- For pur-

2 poses of this subsection. the term ·terminally ill incli-

3 ,-idual · means an indi,-idual \',ho has been certified 

4 by a physician as haYing an illness or physical condi-

5 tion which can reasonably be expected to result in 

6 death in 12 months or less. 

7 ' ·(:3 ) PHYSICLLY-For purposes of th.is subsec-

8 tion. the term ·physician' has the meaning gi,·en to 

9 such term by section 213 ( d)( 4)." 

10 SEC. 507. EXCLUSION FROM GROSS INCOME FOR AMOUNTS 

11 WITHDRAWN FROM INDIVIDUAL RETIRE-

12 MENT PLANS FOR QUALlFIED LONO.TERM 

13 CARE INSURANCE. 

14 Subsection ( d) of section -4:08 of the Internal Revenue 

15 Code of 1986 (relating to ta.-:: treatment of distributions 

16 from individual retirement plans) is amended by adding 

17 at the end thereof the follo,nng new· paragraph: 

18 " ( 8) DISTRIB"CTIONS F OR Qr_-U.IFIED LO:\'G· 

19 TER}I c _illE I~SrR....\..'.;-CE PRE}fil:.IS.- If-

20 

21 

22 

23 

24 

25 

·· (_-\.) the amount of any distribution or 

payment 1s used ( during the ta..-::able :·ear m 

which such distribution or paJment occurs ) to 

pay premiums for any policy of qualified long­

term care insurance / as defined in section 

8-!9 ( b )) for the benefit of the payee or distribu-
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1 tee. his spouse. or any parent of the payee or 

2 distr ibutee or his spouse. and 

3 " (B ) such distribution or pa)ment occurs 

4 after the date the payee or clistributee attains 

5 591h , 

6 then such amount shall not be includible in the gross 

7 of such payee or clistributee." 

8 SEC. 508. EXCLUSION FROM GROSS INCO:ME FOR AMOUNTS 

9 ON THE SURRENDER OR CANCELLATION OF 

10 ANY LIFE INSURANCE POLICY WlilCH ARE 

11 USED TO PAY PREMIUMS FOR QUALIFIED 

12 LONG-TERM CARE INSURANCE. 

13 (a ) I_- GE~r:RAL- Part ill of subchapter B of chap-

14 ter 1 of the Internal Re,·enue Code of 1986 (relating t0 

15 items specifically excluded from gross income ) is amended 

16 by redesignating section 136 as section 1:37 and by insert-

17 ing after section 1:35 the follo'\nng ne,v section: 

18 "SEC. 136. AMOUNTS RECEIVED ON CANCELLATION, ETC .. 

19 OF LIFE INSURANCE CONTRACTS AND USED 

20 TO PAY PREMIUMS FOR QUALIFIED LONG-

21 TERM CARE INSURANCE. 

22 "~o amount which ,,ould (but for this section) be i.n-

23 cludible in the gross income of an individual shall be so 

24 included on the whole or partial surrender. cancellation. 

25 or exchange of any lir'e insurance contract during the ta.s;;:-
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1 able year to the extent that the amount othennse inclucl-

2 ible in gross income is used dur ing such year to pay premi-

3 ums for any policy of qualified long-term care insurance 

4 ( as defined in section S-4: 9 ( b )) for the benefit of such incli-

5 ,-idu al, his spouse. or any parent of such incli,-iclual or 

6 spou se.·• 

7 (b ) CLE RI CU _-\..\IE:'.'-,"D:\IE>"T .-The table of sections 

8 for such part ill is amended by striking out the last item 

9 and inserting in lieu thereof the following: 

"Sec. 136. ~ ounts received on cancellation. etc .. of life m,,--ur­
ance contracts and used to pay premiums for quali­
fied long-term care insurance. 

··Sec. 13i. Cross reierences to other Acts. '' 

10 SEC. 509. TAX TREATMENT OF COMPANIES ISSUING QUALI-

11 FIED ACCELERATED DEATH BENEFIT RID-

12 ERS. 

13 (a ) QrALIFIED _\ CCELER..-\TED DE.ATH BE~""EFIT R ID -

14 ERS TREATED _-\S LIFE I.:-;sl-R..-L'\CE.- Section 818 of tht:' 

15 Internal Revenue Code of 1986 (relating to other deiiru-
" 

16 tions and special ntles l is amended by adding at the -:ml 

1 7 thereof the follo,n.ng- ne,\ subsection: 

18 ' ' (g) Qr_-U.IFIED _\CCELER..-\.TED DE.ATH BE:\""EFTT 

19 RIDERS TRE_-\TED _-\.S LIFE IXSl."R..-L~CE.-F or purposes ,:, r· 

20 th.is pa.rt-

2 1 " ( 1 ) L"'\ GE\-"ER.-\1..-_·\..ny reference to a life tn-

22 surance contract -,kill be treated as including a ri-- i:·-
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1 erence to a qualified acceler ated death benefit rider 

2 on such contract. 

3 '· (2 ) Qc_.\LIFIED _.\.CCELERATED DE • .\.TH BE:\t-

4 FIT RIDERS.- F or purposes of this subsection. the 

5 term 'qualified accelerated death benefit rider· 

6 means any rider or addendum on, or other provision 

7 of a life insurance contract which provides for pay-

8 ments to an ind.i,1.dual on the life of an insured upon 

9 such insured-

10 ' ·(_-\.) becoming a terminally ill indi,1.dual 

11 (as defined in section 10l (g)(2)) , or 

12 ' · (B ) becoming a chronically ill indi,1.dual 

13 (as defined in section 7702B (c)( 2)) who is con-

14 fined to a qualified facility (as defined m sec-

15 tion 7702B(c)(3)) ." 

16 (b) DEFL'-.1:TIO. -s OF LIFE L~S1;R..-L~CE -~"--U jIODI-

17 FIED E~o\\··1:fE)iT CO:\"'TR...\.CTS.-

18 (1) RIDER TRE...\.TED AS QC_.\LIFIED _illDITIO:\°_\L 

19 BE}l""EFIT.- P aragraph (5)( _-\.) of section 7702 (£) 1:,r· 

20 such Code is amended by striking .. or" at the en, i 

21 of clause (iv). by reclesignating clause (v) as claust 

22 (,1.), and by inserting after clause (iv) the folloY-111:.: 

23 new clause: 

24 ·· 1, -1 any qualified accelerated death 

25 benefit rider (as defined m secno1! 
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1 S 18(g)(2 )) or any long-term care insurance 

2 contract rider \·duch reduces the death 

3 benefit, or' ' 

4 (2 ) TRA ... '-iSITION_.U, Rl.-LE.- For purposes of ap-

5 plying section 7702 or 7702_l of the Internal Re .. ;e-

6 nue Code of 1986 to any contract (or determining 

7 whether either such section applies to such con--

8 tract), the issuance of a rider or addendum on. or 

9 other provision of. a life insurance contract permit-

10 ting the acceleration of death benefits ( as described 

11 in section l Ol (g ) of such Code) or payments for 

12 qualified long-term care services (as defined in sec:-

13 tion 7702B of such Code ) shall not be treated as a 

14 modification or material change of such contr act. 

15 SEC. 510. INCLUSION IN INCOME OF EXCESSIVE LONG-

16 TERM CARE BENEFITS. 

17 ( a ) L~ GE~RAL.-Part II of subchapter B of chap-

18 ter 1 of the Internal Revenue Code of 1986 (relating to 

19 items specifically included in gross income) is amended b:, 

20 adding at the end thereof the following new section: 

21 "SEC. 91. EXCESSIVE LONG-TERM CARE BENEFITS. 

22 :'(a ) GE).~R..U. RrLE.-Gross income for the ta.-..;:able 

23 year of any _indi\1.dual includes excessive long-term car t: 

24 benefits received by or for the benefit of such indi\1.dunl 

25 during the ta.-..;:able year . 
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1 " (b) EXCESSI\"E L o ~G-TER~I C_-\RE BE)JtFITS.-

2 "(l ) IN GE:--itRAL.-For purposes of this sec-

3 tion. the term ·excessi-.:;e long-term care benefits· 

4 means the excess (if any) of-

5 ·'(A ) the aggregate amonnt which is not 

6 includible in the gross income of the individual 

7 for the taxable year by reason of the amend-

8 ments made by the title V of the _..\..ction 1'i' ow 

9 H ealth Reform Act of 1992 (determined 'With-

10 out regard to· this section and section l Ol (g)). 

11 over 

12 ' ·(B ) the aggregate of $200 for each day 

13 during the ta.-.;;:able year that such inru.,-idual-

14 ·' ( i) was a chronically ill individual ( as 

15 defined in section 7702B(c)( 2)) , and 

16 ' •(ii) was con.fined to a qualified facili-

17 ty (as defined in section 7702B(c)(3 )) . 

18 ·' (2) L"TFUTION _illJ'GSTIIB)l'T.-In the case or' 

19 any taxable year beginning after 19 92, the $2 00 m 

20 paragraph (1 ) ( B ) shall be increased by an amount 

21 equal to-

22 " (A) $2 00. multiplied by 

23 .. (B ) the cost -of-fo-ing adjustment deter-

24 mined under section 1 ( f) ( 3), for the calendar 

25 year in \-duch the taxable year begins. by subst i-
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1 tuting 'calendar year 1990' for ·calendar year 

2 1989' in subparagraph (B ) thereof. 

3 If any dollar amount determined under this para-

4 graph is not a multiple of $10. such dollar amount 

5 shall be rounded to the nearest multiple of $10 (or . 

6 if such dollar amount is a multiple of $5, such dollar 

7 amount shall be increased to the next higher multi-

8 ple of $10)." 

9 (b) CLERIC_\L _-bIE~'"D:-.IENT .-The table of sections 

10 for such part II is amended by adding at the end thereof 

11 the following new item: 

" Sec. 91. Excessive long-term care benefits." 

12 SEC. 511. EFFECTIVE DATE. 

13 The amendments made by this title shall apply to tax-

14 able years beginning before. on. or after the date of the 

15 enactment of this Act. 


