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FREQUENTLY ASKED QUESTIONS
ABOUT THE INTERNATIONAL PRESCRIPTION DRUG PARITY ACT
S. 1191

Introduced in the Senate by Senator Byron L. Dorgan (D-ND), along with Senators
Olympia Snowe (R-ME), Paul Wellstone (D-MN), and Tim Johnson (D-SD)

What does the International Prescription Drug Parity Act do?

The bill would allow U.S. consumers access to lower priced prescription drugs by allowing their
pharmacists to import prescription drugs into the United States. These are the same drugs
available in the United States, manufactured by the same company, frequently made in the same
plant, and sold under the same brand name.

This would address the absurd situation where American consumers are paying substantially
higher prices for their prescription drugs than are the citizens of Canada, Mexico, and other
countries. The International Prescription Drug Parity Act amends the Federal Food, Drug, and
Cosmetic Act to allow American pharmacists and distributors to import prescription drugs into
the United States as long as they are approved by the U.S. Food and Drug Administration and
manufactured at FDA-inspected facilities. Pharmacists and distributors will be able to purchase
these drugs at lower prices and then pass the huge savings along to American consumers.

Why is this bill needed?
Under federal Jaw, pharmaceutical companies and individual consumers are the only ones

allowed to import drugs approved by the U.S, Food and Drug Admipistration into this country.

Yet, if an American pharmacist or distributor wants to purchase these FDA-approved drugs at the
much-lower prices available in other countries and pass the savings along to their customers,
they are prohibited by law from doing so. The irony is that many of these drugs are made in our
country and shipped to pharmacists and distributors in other countries for sale at lower prices
there, but American pharmacists and distributors cannot reimport these drugs made in the United
States back into this country. We need to amend current federal law to allow pharmacists and
distributors to buy drugs, which are approved for sale in the United States, from other countries
to take advantage of the lower prices available there. This is a common-sense thing to do. Itis
pro-business, pro-consumer and pro-American.

What is the price difference between prescription drugs sold in the United States and other
countries?

A number of studies over the past decade, as well as anecdotal evidence, confirms that there is a
significant price difference for drugs between the United States and other countries. For
instance, a 1999 review by Senator Dorgan’s office of a dozen of the most commonly used
prescription drugs revealed that North Dakota consuniers pay, on average, 205% more than their
Canadian counterparts, Similarly, a study by the National Council of Senior Citizens of the top
10 prescription drugs used by older Americans found that in every instance, U.S, citizens were
paying significantly more for the same drugs than Canadian and Mexican consumers. A U.S.



General Accounting Office study in 1991 studied 12! drugs and found that, on average, they cost
32 percent higher than the same products in Canada.

In fact, the following chart shows that the same drug that costs a senior citizen in the United
States $1.00 costs seniors mn other countries a fraction of that price:

Country Price
United States $1.00
Germany $0.71
Sweden $0.68
United Kingdom $0.65
Canada 30.64
France $0.57
Ttaly $0.51

Who supports the International Prescription Drug Parity Act?
This bill has been endorsed by Families USA, Public Citizen, the National Community
Pharmacists Association, and the North Dakota Pharmaceutical Association.

Who opposes the International Prescription Drug Parity Act?
As one would expect, the bill is opposed by the pharmaceutical manufacturing industry.

What are some of the claims the big drug companies make about this legislation?

One claim that the pharmaceutical companies make 1s that this legislation could cut into the
amount they spend on research. However, only about 20 cents of each prescription drug dollar is
spent on research and development — about the same as the manufacturers spend on advertising
and marketing — and even less (between 5 and 25 cents) is spent on actual production of the drug.

The fact is that profits exceed research costs at the top ten U.S. drug companies. Pharmaceutical
companies’ after-tax profits averaged 17 percent from 1994 to 1998, compared with 5 percent for
all other industries, according to a December, 1999, report from the non-partisan Congressional
Research Service (CRS).

In addition, American taxpayers heavily subsidize pharmaceutical rescarch. For instance, in
1996 alone, the pharmaceutical industry was able to reduce its tax liability by $3.8 billion using a
variety of tax credits. As a result, according to thc CRS, drugmakers pay significantly less in
taxes than other industries: The average effective tax rate for phammaceutical companies was 16.2
percent from 1993 1o 1996, compared to the average effective tax rate of 27.3 percent for all
other major industries.

Another popular claim of the pharmaceutical industry is that this bill would import other
countries’ price controls. The Intermational Prescription Drug Parity Act merely extends the
benefits of free trade to buyers of prescription drugs. Drug manufacturers already benefit from
free trade by buying the ingredients for their products at the lowest prices on the world market,
and in fact, many of the ingredients they use can be imported free of tariffs. This bill would
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merely enable American consumers to make the global economy work for them, too.

The truth is that drug companies do not set U.S. prices to cover research costs, they set them to

maximize profits. They can set drug prices at extraordinary levels in our country because current
law protects them from competition.
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Claims vs. Facts
The International Prescription Drug Parity Act
(S. 1191/H.R. 1885)

The FDA opposes the bill.

The FDA has not taken a position on this bill. A National Public Radio story
aired in July incorrectly reported that FDA opposes this legislation, and NPR later
issued a correction at FDA’s request. The legislation’s authors consulted closely
with the FDA 1n drafting S.1191/H.R. 1885 and incorporated many of its
suggestions into the legislation that was introduced.

Dr. Jane Henney, the current FDA Commissioner, has expressed concem
about the current situation whereby individual American consumers are traveling
to foreign countries and bringing back prescription drugs — sometimes without
even a prescription and without any assurance that the drugs are being properly
stored or transported. S. 1191/H.R. 1885 would help to eliminate the need for
patients to travel to other countries to get more affordable medications by
allowing their pharmacists to do so under more controlled conditions.

The legislation will reduce pharmaceutical research.

Pharmaceutical manufacturers say that this legislation could cut into the amount
they spend on tesearch. What they don’t mention is their extraordinary profit
margins — the industry’s 18% average profit margin was recently described by the
Wall Street Journal as the “envy of the corporate world.” Perhaps the
manufacturers’ claims would be believable if drug companies actually devoted a
substantial share of their revenue to research. However, only about 20 cents of
each prescription drug dollar is spent on research and development, and even less
—between S and 25 cents — is spent on actual production of the drug. And the fact
1s that profits exceed research costs at the top ten U.S. drug companies.

Research and the resulting new miracle drugs cannot help American
patients if they cannot afford them. Of course, pharmaceutical manufacturers
perform important and life-saving research that should not be jeopardized but nor
should Americans subsidize the drug R&D for the entire world.

Savings realized by pharmacists and wholesalers will not be passed along to
consumers.

The pharmacy marketplace is highly competitive. Community pharmacies
generally have modest gross margins and low profits. In addition, their custorers
who do not have insurance coverage for prescription drugs are extremely price
sensitive and will take their business to mailorder companies or elsewhere if the
lower prices are not passed on. As a result, pharmacists will have little choice but
to pass the lower costs on to their customers.

The bill poses health and safety risks because it will allow prescription drugs to
be adulterated or become subpotent during foreign handling.
Drugs are already frequently imported into this country. However, only
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manufacturers are allowed to reimport prescription drugs which were made in the
United States. S. 1191/H.R. 1885 applies only to drugs that have been approved
by the Food and Drug Administration (FDA) and made at FDA-approved
facilities using “good manufacturing practices.” In addition, the pharmacists and
wholesalers who would be able to import drugs into the U.S. under S.1191/H.R.
1885 would have to meet the same stringent standards for quality shipment and
storage already in place for manufacturers.

The bill imports other countries’ price controls.

This bill merely extends the benefits of free trade to buyers of prescription drugs.
Drug manufacturers already benefit from free trade by buying the ingredients for
their products at the lowest prices on the world market, and in fact, many of the
ngredients they use can be imported free of tariffs. Our bill would merely enable
American consumers to make the global economy work for them, too.

According to the legislation’s opponents, prescription drugs are less
expensive in other countries because those countries’ governments keep prices
artificially low, not because U.S. prices are unreasonably high. If pharmaceutical
comipanies really are unable to achieve a profit in those other countries, one would
reasonably expect them not to compete in those markets. Obviously, this is not
the case.

Even if one is willing to agree that U.S. consumers should subsidize lower
prices and pharmaceutical research for the rest of the world, this implies that there
is a correlation between the cost of research and prescription drug prices that just
does not exist in reality. For example, the cancer drug Taxol is marketed at a
wholesale price of nearly 20 times its manufacturing cost, even though the drug
was largely developed and tested by the National Institutes of Health, not by the
manufacturer, at a cost to American taxpayers of $30 million.

The truth is that drug companies do not set U.S. prices to cover research
costs, they set them to maximize profits. They can set drug prices at extraordinary
levels in our country because current law protects them from competition.

The legislation won't do anything to ensure drug coverage for Medicare
beneficiaries who could still have difficulty paying for their medicines even if the
bill were enacted.

True. But the legislation will make such coverage more feasible and affordable.
About 19 million elderly Americans have little or no prescription drug coverage,
and more than 2 million older Americans pay more than $100 a month for their
medication. S. 1191/H.R. 1885 would save these senior citizens an average of 34
percent.

A prescription drug benefit for Medicare beneficiaries would be more
affordable for our nation if Americans were charged wholesale prices comparable
to those charged for the same drugs in Canada. According to one study, our
nation would save more than $16 billion annually if we could buy medications at
the Canadian prices — money which could be used to provide help to Americans
who are currently without prescription drug coverage.
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Insurance Man’s Medicare Drug Plan Draws GOP Interest

By JuLier ErLpemin
Washington Post Staff Kriter

Insurance magnate Patrick J.
Rooney, who helped make medical
savings accounts a hallmark of con-
servative health care policy, is mar-
keting a plan to provide prescrip-
tion drug coverage to Medicare
recipients and has received a
friendly reception from some key
Republicans on Capitol Hill.

Rooney's proposal bears some
similarity to the plan advanced by
President Clinton to add a drug
henefit to the Medicare program.
Under Rooney's plan, as with Clin-
ton's; the federal
would pick up half the cost of a se-
nior’s prescription drugs, up to a
total of $2,500 a year.

But unlike Clinton, Rooney
would not require seniors to pay a
premium to receive that benefit. In-
stead, he anticipates, the govern-
ment would pay for the bepefit—
which government actuaries esli-
mate could cost up to $160 billion
over 10 years—through savings
achieved by restructuring the
Medicare program.

Several top Republicans empha-

government -

sized that the program is one of
several options they are consider-
ing on prescription drugs this year.
But it would mark an important
shift for the GOP, which tradition-
ally has resisted the idea of provid-
ing prescription coverage for all
Medicare patients.

Scott Reed, a GOP strategist
who now chairs the Republican
Leadership Coatition-angd is ‘pro-
moting the Rooney plan, said the
praposal could boost congressional
Republicans’ standing on what is
shaping up as one of the hottest is-
sues on the campaign trail this year.

“It gets the Republican Party off
defense on prescription drugs,
which has to be a political priority
as we move into a national elec-
tion,” Reed said, adding (that Dem-
ocrats currently hold the upper
hand in the debate. “They've put us
in the commer of defending large
prescription drug companies at the
expense of granny.”

The plan, howevér, seems likely
to draw scrutiny from Democrats,
who view Rooney with consider-
able suspicion given his close ties
to the GOP and his past promotion
of medical savings accounts, in

which individuals are permitted to
save money tax-free to pay for
health expenses. Critics see such
accounts as  disproportionately
benefiling the weaithy without
greatly expanding access to health
coverage.

Democrats noted that Rooney’s
Golden Rule Insurance Co. reaped
the rewards of the lax-free medical
savings accounls Congress first ap-
proved in 1996. “His motives on
health care issues have always been
questionable,” said Laura Nichuols,

spokeswoman for House Minority

Leader Richard A. Gephardt (D-
Mo.).

The 73-yearold Indianapolis
businessman and his companies
have donated more than $1 million
to the GOP over the past decade,
according to the public interest lob-
by group Common Cause.

In an interview this week, Roo-
ney said he did not stand to benefit
financially from the proposal. *I'd
like when 1 am gone for people to
say, 'You know, he did good
things,"” he said, adding that he
hoped seniors would reward Re-
publicans at the hallot box.

In addition Lo meeting with aides

to the top three House Repub-
licans, Rooney has personally vis-
ited with House Ways and Means
Committee Chairman Bill Archer
(R-Tex.) and scven other GOP law-
makers to sell his plan. Sen. Robert
C. Smith (R-N.H.) said Wednesday
he is drafting a plan based on Lhe
Rooney proposal,

Archer said he is intrigued by
Rooey’s approach: “This would be
for anybody, anybody who is a
Medicare recipient. . .. 'm excited
because I think it can work.”

Administration officials were
more cautious, saying they could
not comment until they review de-
tails of the plan.

Rooney’s approach would re-
present a major departure from
how the Medicare program has
been structured since it was creat-
ed in the 1960s. The program has
two parts that pay for hospital and
doctor bills—but not prescription

drug costs—for people 65 and old-

er. There is a $776 annual deduct-

ible for hospital costs-and a $100

deductible for. physician office vis-
"

Under the Rooney proposal, a
prescription drug plan would be
added to the program and there
would simply be one $675 annual
deductible for all health care costs.
The plan also envisions the govern-
ment prohibiting insurance compa-
nies that offer so-called Medigap
policies—which pick up costs not
covered by Medicare—from cover-

iy ofthe déductibles

That provision is central Lo the
way the Rooney program works be-
cause actuaries estimate that Medi-
gap cuverage encourages excessive
use of health care services by sc-
niurs. Rooney and his associates es-
timate that, for each elderly patient
with Medigap coverage for their
deductibles, the government pays

an extra $1,400 a year for services
that otherwise would not be used.

Golden Rule sells Medigap plns
in multiple states, though Rooney
said insurers may lose money un-
der his plan because premiums
would decline dramatically.

Some health care officials ques-
tioned the premise that a prescrip-
tion drug benefit could be provided
without costing the f[ederal govern-
ment money. Consumer groups al-
su argued that the combined high
deductible could deter all but the
sickest sceniors from enrolling in
the program.

“The vast majority of people
could not benefit from this,” said
Ron Pollack, executive director of
the group Families USA. “In fact, it
they opted into this, they would be
worse off than they arc today.”

Staff writer Amy Goldstein
contributed to this report.
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Greater New York Hospital Association
West 571h Street / New York, N.Y. 10019/ (212) 246-710 (212) 262-

Kenneth B, Raske. President

January
Twenty-Four
2000

Washin ton,}D.
Dear SfSEitor %]
VN , o
Last year{Y'wrote to you to express Greater New York Hospital Association’s concerns
regar;&n Senator Breaux's Medicare reform proposal. A copy of that March 11, 1999,
letter is attached. On November 9, 1999, Senator Breaux, along with Senators Frist,
Kerrey, and Hagel, introduced the “Medicare Preservation and [mprovement Act of
1999” (S.1895), which put the Breaux proposal into legislative language. The concerns
expressed in the attached letter about the Breaux proposal apply to S.1895 as well.
Should the Finance Committee tske up S.1895 in the near future, I trust you will keep
these serious concerns in mind.

I would like lo raise a further concem about S.1895. Under S.1895, many extremely
important functions of the U.S. Health Care Financing Administration (HCFA) would be
transfexred to a new, independent, seven-member Medicare Board. These functions
include determining beneficiary eligibility and enrollment; protecting beneficianes from
unscrupulous HMO practices; contracting with Medicare HMOs and insurers; setting
Medicare managed care premiums; promulgating Medicare rules and regulations; and
reporting to Congress on the progress of the Medicare program.

GNYHA strongly opposes entrusting the Medicare program to an independent Medicare
Board that is unaccountable to future Administrations and Congresses. The Medicare
program {s too jmportant to all Americans to be insulated from the important
accountability that cames with our political system. While it is inevitable that people
become frustrated with bureaucracies, bureaucracies must at least answer to the will of
the people, as expressed through their elected representatives, including the President and
members of Congress. The Board that would be created by S.1895 would deny citizens
the important opportunity of affecting important changes to the administration of the
Medicare program through appeal to elected representatives. Indeed, S.1895 contains
provisions that explicitly prohibit future Administrations from having any significant
involvement with the Medicare program, including oversight.
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Apparently, the proposal to create an independent Medicare Board is bom out of irritation
with HCFA. Whilc all govermment agencics can be frustrating to deal with, I would like
to state for the record that GNYHA has always found the HCFA staff to be extremely
knowledgeable and helpful. The Medicare and Medicaid programs are extremely
complex and difficult lo administer. The implementation of the Balanced Budget Act of
1997 has been a Herculean task. GNYHA has not always agreed with all of the
implementation decisions HCFA has made, as you well know; however, the agency staff
‘members have always been fair minded and, I believe, have acted with the best interests
of the Medicare and Medicaid programs in mind. It would be wrong, I believe, to wrest
the administration of this important program from an expert staff with years of
experience and entrust it to an unproven, unaccounteble Board.

As always, I thank you for your consideration. If you have any questions, please feel free
to call me. I look forward to working with you on this and other important health care
matters in the coming rmonths.

My best.

President

cc: The Honorable Nancy-Ann Min DeParle

Attachment

TOTAL P.B3
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Health Care Financing Administration

The Administrator
Washington, D.C, 20201

JAN 21 U

The Honorable Fortney H. (Pete) Stark
United States House of Representatives
Washington, DC 20515-0513

Dear Representative Stark:

Thank you for your letter conceming recent questions about the complexity of Medicare,
particularly the number of pages of law and regulations. I, too, was interested to read the
press release that accompanied the “Medicare Preservation and Improvement Act of
1999, introduced by Senators Frist and Breaux. The press release quoted the Senators as
stating that “We must change a federal program that now requires more than 132,000
pages of regulations, three times larger than the IRS code.” I was surprised to read

this statement, because [ have spent some time looking into this issue myself. I believe
that the Senators have been misinformed, and I am glad to have the opportunity to set the
record straight.

Soon after I became the Administrator, I read a similar statement made by

Robert Waller, M.D., then the Chief of the Mayo Clinic, in a Washington Times op-ed
piece. 1 began investigating the matter, first by questioning Medicare staff and reviewing
the regulations myself, and then by talking with Dr. Waller to find out where he had
obtained his information. I also appointed a senior medical advisor, Steven Gleason,
D.O., who led a Physician Regulatory Issues Team that conducted a review of the
Medicare laws, regulations, and carrier manuals to determine the nature of the regulatory
burden Medicare imposes on physicians. The Physician Regulatory Issues Team spent
considerable time meeting with physicians around the country to discussthese issues.
While there are certainly concerns among physicians about the Medicare law and
regulations, we found that the volume was considerably lower than the tax laws and
regulations.

The statutory language related to HCFA is located in titles XI, X VIII, XIX, and XXI of
the Social Security Act, and encompasses 900 pages. HCFA s regulations that
implemnent these statutory requirements are located in the Code of Federal Regulations at
42 C.F.R. Parts 400 to 498, and encompass 1,700 pages. In contrast, I understand that
the Internal Revenue Service code, which represents the statutory language under which
the IRS operates, encompasses 3,000 pages, and that the implementing regulations,
located in volumes 1 through 20 of the Code of Federal Regulations encompass
approximately 13,200 pages.

Our Physician Regulatory Issues Team continues to work to communicate with
physicians about Medicare’s requirements, and to ensure that these requirements are
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appropriate. I hope that you and your colleagues will advise us of any suggestions you
may have to simplify and clarify Medicare’s rules.

I look forward to working with you to strengthen and improve Medicare. With best
regards,

Nancy-Ann Min DeParle
Administrator

TOTAL P.B3
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Three-quarters believe the state will suffer from a growing gap between the rich and the poor by
2020. Those polled said that while California in the next two decades will be better off in the
areas of education, race relations, and job opportunities, most expect the state to see an increase
in crime and a degraded environment. Governor Gray Davis (D) maintains strong approval
rating, with 51% of Californians saying he has done an excellent or good job. Only 37% say the

Legislature has done the same.

Poll finds Californians support the “Limit on Marriage” ballot initiative. The same poll
tested Californians on Proposition 22, the “Limit on Marriage” initiative on the March 2000
ballot, which would add a provision to the family code providing that only a marriage between a
man and a woman is valid or recognized in California. The majority of those polled (58%) are in
favor of the initiative.
Central Bay Los
Likely Voters 9/99 Dem GOP Other Valley Area Angeles S.CA Latino

Yes 58% 63% 47% 74% 46% 64%  48% 59% 60% 59%
No 38% 34% 48% 22% 50% 32%  46% 35% 37%  38%
DK 4% 3% 5% 4% 4% 4% 6% 6% 3% 3%
IOWA

Misack to seek two-term gubernatorial limits. On Wednesday, Governor Vilsack said he will

ask the state Legislature to approve a constitutional amendment limiting a governor to two four-

year terms. Governor Vilsack said, “If you can’t get it done in eight years, then maybe it’s time

to move on.” The previous governor, Terry Branstad (R), served for 16 years. Republican

legislative leaders controlling the General Assembly said they are likely to approve such an idea

when Governor Vilsack formally presents it to them at the start of the session next month.

Governor Vilsack said he would not ask lawmakers to impose term limits on themselves because )
there is sufficient turnover in the Legislature. Governor Vilsack said the proposed amendment CM
will be part of a 77-point program he presents to lawmakers. The Legislature convenes January ,294‘{

MONTANA | ' - Fodeots
\ ﬁemocratic Senate candidate takes group to Canada to buy prescription drugs. U.S. Senate

candidate Brian Schweitzer (D) continues to attract state and national media to his campaign to
unseat two-term Senator Conrad Burns (R). On Tuesday, Schweitzer took 35 retired Montana
Medicare recipients, all with out-of-pocket pharmaceutical bills of well over $1,000 a year, on a
daylong bus trip to buy medicine across the United States border in Canada. (Typically in
Canada, having a prescription filled costs one-third to one-half the amount it would cost in the
United States.) Schweitzer has made the high cost of drugs to uninsured retirees in the United
States the centerpiece of his uphill campaign to unseat Burns. Mr. Schweitzer has promised that,
if elected, he will fight to repeal the law that prohibits prescription medicine from being importe
into the United States, and he will work for Medicare coverage of drugs. Senator Burns, runnin
for his third term, opposes repealing the law against importing drugs on the grounds that
Americans could be subjected to adulterated and inferior medicine and supports the Medicare
coverage of prescription drugs in principle. This was the second bus trip to Canada Mr.
Schweitzer has organized this year.
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From: Liz Fowler <Liz_Fowler@finance-min.senate.gov >

To: washington.DC1(BWashington2),HCFA.SMTP_Gateway('je..,
Date: 2/23/00 6:36pm
Subject: Fwd: HCFA Political items

FYI, swift response by Jeff Lemieux on Foster's estimate..

Subject: Fwd: HCFA Political items o
Author: Jeff Lemieux <jlemleux@dicppl.org> at internet
Date: 2/23/00 6:11 PM

Forward Header (
i
. i
Couple of notable mistakes in the letter: !

!
1. First paragraph talks of constraints placed on plans' cost $haring rules.”
B-F plan places no constraints on cost-sharing rules other than what's in
current law. f

2. Dldn't pulled GME and DSH out of prem lum system, That|will dramatically the
question of whether or not the 12% is the right figure.

3. Inthe fourth paragraph, says "Under the Medicare Com mission's two
alternative proposals..” There was only one proposal of the Medlcare
Commission. (Two baselines, but the baselines were Identif$funtll after 2010,
S0 that's not what he means.) i

4. Second To last paragraph, says “This result cowd increase ‘the cost of
supplementary coverage substantially, causing high -option !plans..."
Supplementary coverage |s not allowed for high -option planps.

These four miscues, some major, some perhaps with Innoce‘nt explanations,
nevertheless illustrate that this memo was thrown together‘ in great haste. It
Is a very sloppy effort, to be sure.
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From: Liz Fowler <Liz_Fowier@finance -min.sengte.gov>

To: washington.DC1{BWashington?2), HCFA SMTP_Gateway("je...
Date; 2/23/00 6:37pm r

Subject: Fwd: Talking pts.

and another .. (don't know who prepared this one)

__Forward Header _

Subject: Fwd: Talking pts.
Author. Jeff Lemieux <jlemleux@dicppi.org> at Internet
Date: 2/23/00 6:12 PM

]
1. Very sloppy HCFA effort, as evidenced by mistakes in the letter.
2 Typical political tactic from HCFA, a bureaucracy desparately trying to
protect itself from competition
3. Intent of B-F Is to discover, through the new Med\care Board, exactly what
the right premium percentage Is, Once GME and DSH are fagtored out, 12% might
be right. But in the Medicare Commission, we assumed Home Health transfer would
be reflected in Part B premium at time of implementation. {tf that doesn't
happen either because home heaalth spending has fallen or because HCFA will
manipulate the calculations that were agreed to in BBA97, then the 12% will have
to be lowered as Implenentation approaches. |
4. If private plans were so efficlent as to force the FFS Drerq' ium up 50 far so
fast, the government would save a bundie of money rlght off the bat. Obviousiy,
that's not the intent. The intent Is to save m oney slowly over the iong haul,
with FFS improving Its value as well. So if B-F worked so well to get huge
savings at first, we ¢ould afford relief. [
5. If HCFA cannot provide cost estimates, then it really coulg not provlde this
sort of analysis either, That makes It certain that this is Just:a political
flre drill.
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GOP: 'Everything’ on Managed Gare Table

Right to sue health plans a stumbling block when conference begins Feb. 10;
Only four dissenting voices heard as Senate confirms Greenspan again

Republican conferees on managed
care legislation (HR 2990) are scrambling
to nail down their negotiating strategy
before official bargaining on the mea-

sure begins Feb, 10,
I_ JIL

“Everything is on the
table,” Sen. Bill Frist, R-
Tenn., said Thursday
after House and Senate
GOP conferees held an
initial get-together.  “I
don’t see any intransi-
gence on anybody’s part

— or maybe there is some, but nobody’s
Jocked down totally.”

Republican leaders have vowed to
push a final bill through Congress by the
spring recess. Democrats suspect the
GOP is bent on producing a bill thar is
heavy on insurance-related tax breaks
for employers and individuals and light
on enforceable new rights for patients in
managed care plans.

But to get a final bill through the
House, GOP conference negotiafors
must satisfy a group of renegade
Republicans who sided with Democrats
in pressing tough new patient protection
provisions through that chamber.

Frist said the first priority for

- Republican conferees was to Uy o
understand each other's viewpoint. "It's
clear that senators don't know whar's in
the House bill, and they don't know
what's in our bill. ... Now, we've got 10
make a concened effort to learm whats
in the bills.”

The House bill is much broader than
the Senate-passed version (S 1344), cov-
ering all 161 million privately insured
Americans. Much of the Senarte -bill
applies only to the 48 million people in
health plans ¢xempt from siate regula.
tion, although certain provision would
apply to all group insurance plans.

The House bill also gives patients in
managed care. plans significantly wider
rights than the Senate measure. Both
measures would allow parients 1o appeal
adverse coverage decisions to an inde-
pendent, external review unit, grant
them access to specialists and guarantee
coverage for emergency care. But the
Senate language is far more resmctwe
on these points. :

Only the House b:ll would allow
patients to go into state courts to sue

their health plans for damages. if a denial

of care results in injuries.

continued on page 2

CUBAN CLOUT: Elian Gonzalez saga has

- become a.test case for measuring the power

of Cuban-American community. (Stary, p. 9)

L

S s

TODAY AT A GLANCE

House Floor: Not in session.

Senate Floor: Not in session.

Prescription Drugs: Sen. Bill Frist,
R-Tenn., will speak at -the Narional
Center for Policy Analysis on a study
outlining how a competitive premium
Medicare system would finance a pre-
seription drug benefit program.

Economic Indicators: The Labor
Depanment will issue its report on U.S.
employment in January; the Commerce
Department will issue housing comple-
tions for December.

Campaign 2000: The American
Enterprise Institute will sponsor a discus-
sion of issues surrounding the presiden-
tial elections.

Democratic Meeting: President
Clinton will attend a morning session of
the Senate Democratic Caucus Issue
Conference at the Library of Congress.
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GOP I.."éaders Tell
Lobbyists To Draft
IDrug Op'l:lons Fast

Feb. 18 target is set for .
Proposals from drug makers,
Insurers, employers and more

-.L—. . ;.'.,‘,‘ -’r S

= House Repubhczn leaders have

u.nged pharmaceutical manufactur-
ers, employer groups and insurance
Iobbyists to give them options
before the Pre51dems Day recess
for constructing a2 vy
prescription drug :
-benefit for low- .~ 5
income senjors and .
H  those with extra—lﬂgh

" drug costs. e

At a "hstemng ses-

sion” Tuesday in the
office of House .
H Majority Whip Tom DeI.'iv Texas,
| . representarives of 16.industry groups
debated the merits and disadvantages
of various plans ro help seniors buy
-drugs. Congressional Republicans are
being pelted in campaigns across the
-country by Democrats pushing for a
new universal drug option in the fed-
eral Medicare program. President
Clinton reiterated his call for a
Medicare drug benefit during his
State of the Union address Jan. 27.

- Republicans insist that federally

subsidized drug coverage should go
f : only 1o seniors who now lack it and
- need it most. And they do not much
want it connected to Medicare.

- Industry groups are divided
among themselves about the best
approach. Some, such as the Health

e e

continued on page 5
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Insurance Association of America

", cover security costs related to

Last year, the Washington ‘Iawnmkcrsw T
convinced their colleagues to incude $S

;-million for the State Depanment fo heIp
the WTO
" meeting. Washington state lawmakers-

tried but failed to get language dn‘ecung

(HIAA), want a tax credit coupled with  the department 1o release ar least balf of

block grants to the states 10 subsidize
prescription drug purchases for iow-
income seniors. Drug makers argue
against a block grant, fearing srates
might be given the flexibiliry to
impose some form of price controls,
Others raised questions about the cost
and effectiveness of tax credits.

Included in the discussion were'tep-

resentatives of HIAA; the Healthcare
Leadership Coundil: the National
Association of Chain Drug Stores; the
National Association of Manufacturers;
the Pharmaceutical Research and o
Manufacturers-Association; the Federa-
tion of American Health Systems; the
U.S. Chamber of Commerce; and vasi
ous drug manufacturers, |, .-
‘Industry groups were encouraged
to get their recommendations in to
Housc leaders by Feb. 18. By that'
time, Speaker J. Dennis Hastert of -
1linois expects to have a working

group of members in place to examine'

the proposals. Members are looking

for a rargeted approach that could be o

financed with the projected non-Social. |
Security surplus, which could reach up
to $1.9 trillion over a decade. -

“There's a heaithy interest in doing
sornerhing if we can find a plan that

"really does not have the potential to
blow the top off the budget,” said Rep.
Roy Blunt, R-Mo., who represented
DelLay in the meeting this week.

House members are not the only
ones in Congress seeking input from
industry. Senate Finance Committee
Chairman William V. Roth Jr., R-Del.,
and ranking Democrat Daniel Patrick
Moynihan, N.Y., asked drug manufac-
turers and insurers earlier this year to
present a joint proposal to address the
problem. So far, the requested com-
mon solution has not arrived.

— Rebecca Adams:

Seattle Still Waiting For Aid To
Help Defray WTO Security Costs
Seattle is no longer a city under
siege, but the two senators from the
state of Washington are reminding their
colleagues and the Clinton administra-
tion that there was a significant pricetag
anached to the meltdown during the
World Trade Organization’s meeting.
According to state officials, the cost
of providing security during the early
December meeting topped $12 million.

-riow facing my state

the money 1o Seattle to help cover its
COosls. :

declined to turn any money aver to
Seatte, claiming it does not havc Lhe
legzslauve authority to do so.

“. - Republican Slade Gorton and "5+,
Democmr. Parry Murray are both work-

ing 10 get the money released, but rhem
is obvious friction between the two, . -:-

hard enough last year while she was
tussling wnh T.he administration over th

.ing stronger language regarding. thé $5
mllhon Murray said: “Perhaps if othe

able m prbvxde earmark money G
eattle and avoid part of the prol lem

Vice President Al Gore this wee
" ing him to help out. “While T Haws
. expressed reservations about how: |
 city of Seattle chose ta deal with't
onslaught of protesters, 1 believe- lhat
.. the enacted financial assistancé’ rDOI
only required, but overdue,” he wr
. .. The senators have umed to Jud.d
Gregg, R-N.H., chairman of the (JS -

" Appropriations Subcommittee, who has
- -agreed 1o discuss the marter with the
- State Deparument. And with Gore trave
" Ing to Washingron this week o woa
voters and funders, Gorton has urged

local officials and media to question the
vice pre51dent about the mater. .

Q_uzck Inszghz:s

* Fire When Reagan-Ready L
First the intemarional trade center

“ then the airporr. Now, a missile range?

The practice of naming locations after

former President Ronald Reagan could

go global with HR 3554, which would -

name the U.S. Army missile range at
Kwajalein Atoll in the Marshall Isla.nds
after him. The missile range was .

instrumental in testing Reagan’s frea- -

sured Strategic Defense Initiative and -
has more recently been used as 2 stag-
ing area for interceptor missile tests.
Never mind that the last test of the
interceptor missile fajled on Jan. 19,

— Nilels C Sorrells

But so far, the State Department has

7| ‘officer for the Defense Intelligence

- ‘ i For. the: last twc; yeam Glakas was

s'en[.[o appmpnators in Seprember urg *

- promoted Mascty Durbin to director of

: * has worked in the group’s governmc:n[
-'—-Mattbew_vTulIy ST .

| Cassidy, who is retiring,
, chresenzauve Phillips had been serv-

| cooperation affairs.

Jﬁ.ﬁ Move

House Armed Ser\}iées Committee
aide Tommy Glakas has left Capitol
Hill 10 serve as a senior intelligence

T, PN

*_\:t- e

_Agency, where he wdl focus on export
~ control issues. : '

- the Armed” Services panel’s Democratic
 staff director. -His successor, " Jim
Schweiter, has returned after a two-
year stint with the Penragon " Schweiter
was. counsel and later general counsel

fo the comnm:tee from 1988—1998 s

L TG e oS

ay d'AarQ .uudersecretary_ of

ternational trade adviser for the law
fitm of Dorsey & Whnney He will spe-
thz tx_ade lssues involvmg the

_ ,"_'aimmg to bring together
panents scientists, rese:uchers physi-
. d’ others m the heqlth care
mdustry o] 1mprove patxem acce55 to
health care. technology L e :
"-T’Reﬂly most recently worked as a
Brookmgs Institute legislative fellow for
Rep. Michae) Bilirakis, R-Fla. =
-9 The- American Plastics Councnl

- federal and international affairs. Durbin

S aﬂ”aus ofﬁce since 1994.

Arolmd the Agencues

. Assistant U.S. Trade Represen—
- tative Donald M. Phillips is eaking on
“a. new assignment, handling affairs
involving China, Hong Kong, Taiwan
. and Mongolia. He replaces Robert B.

.. A -20-year veteran trade negotmtor
for the Office of the U.S. Trade

.ing as assistant trade representative for
- Asia-Pacific and Asia Pacific economic

_ —Eﬂeen Simpson
To tell us of key personnel cbanges

; Please call (202) 887-8515, fax (202)
835-1635 or e-mail people@co.com.
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2002- 645 B -S Memorandum
CONFIDENTAL-
To: - AAHP Member Plan Presidents/CEOs and Board of Directors
From:  Karen Ignagni

Date: November 18, 1999

Re: Changing Health Plan Assumptions & Pracrices

The public s response 1o the announcement by UnytcdHealth Group has créaled an extraordinary
opporrunity for health plans to change the dynamics confronting managed health care, if we have
the foresizht 1o take advantage of it. The last two weeks have demonstrated two things: (1.) That
public opinion of our industry is — and always has been - driven more by our own business
practices than oy public relalats: and (2 ) That pinents want o hezr more aboul the tanaible sieps
that health plans are 1aking to improve confidence in the sysem and address patient and physician
concsrns.

At the same ume. it’s crucal 0 undersiand that the public has alse :mposad upon 3ll health pians
an expectation of further leadership and acuon. In short, it is time for our mdustry 1o aggressively

confront both these chailenges and oppormnities. and 10 do so now

A New Approach: Changing Business Assumptions & Practices

In this coniext, we must think beyond the legislative and political fights that have consumed us for
the past several years. We're already preparing for next year's round of legislarive and political
battles, both in Washingron and around the nation. But strategically, we need 1o focus more time
and energy on whether our operating rules and business practices meet the fundamental test of
public understanding.

Plans already have taken steps to address many of the public’s concerns. We have worked hard o
clear up confusion surrounding coverage for emergency room visits: we have condemned so-called
gag clauses, and we've streamlined appeals processes, o name a few of the initiatives embedded in
our Code of Conducr. Given the strong interest in bealth plan policies and practices, now is the

. time 10 lake the lead in describing these inutiatives and 1o discuss what additional steps we should
take.
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In addition. we also need 10 ask ourselves some tough questions: Are our business practices taking

K4 into consideranion the new environment in which health plans operaie? Are there new and bemer
ways [0 improve patient safety and Keep costs under control? How can we empower patients 10
make beuer and informed decisions and (o bring doctors and others together as our partners in the
mission of keeping heulth care affordabla?

[

The Next Steps: Reaching Out to Patieats & Physicians

In the coming year. AAHP will be accelerating its ongoing research nto public atnrudes about the
health care system As we have with the Code of Conducr, we'll continue our mission of assisting
health pians to be more responsive to patient and physician concerns. Just as we need to be bold in
examining where change needs to occur withun our ranks, we need 10 be more aggressive in taking
our message and our mission to Main Street. We need 1o do a betrer job of educating consumers,
physicians, the business and emplayer communities and our own neighbors about the real and
lasting improvements health plans have made in the way we provide care for millions of
Americans.

Just as :mpormant. 2 need o reach out 1o physitian and panient aroups to restart a Jialogue about
improving the system. Toward thar end. | am requesting a meeting with the American Medical

Associanton (AMA) and will kezp you posted on developments.

Leading the Wav _through Genuine Change

This year, our member plans have continued 10 Jemonstrate leadership by recommenading that
health plans adopt independent axternal review programs and. most recenily, our new Patient
Assistance and Consumer Trust (PACT) imuative that secks 10 further empower pauents in their
dealin2s with their health plan. These ininatives demonstrate our ongaing commitment 0 pauents
and the fact thay we are addressing new areas for unprovement as they arise.

We have a sirong record of accemplishment. But even more :mportant, [ firmly believe that our
industry is again on the cuming edge of an excinng new era of change. An era thar will
demonstrare anew that it has been our innovanon -- not short-sighted politcal approaches -- that
have delivered on the promise of the best health care delivery system in the world. As we have in
the past. I am confident you will rise 1o this challenge and lead the way.



Managed Care Is Still a-Good Idea

By UWE REINHARDT

Is managed care dead? Some say yes,
given the United Health Group's decision
last week to stop overruling doctors' deci-
sions about treatment. But in truth. man-
aged care is a good idea, and it's here to
stay. Only the techniques of managing are
being changed.

Al its most general level, “managed
care” simply means that those who pay for
health care have some say over what ser-
vices they will pay for and at what price.
No health-insurance system cam work for
very long without these prudent measures.
True, America’s health insurers did func-
tion without them for several decades after
World War II. Until the early 1990s, most
group policies incorporated the philosophy
that only the physician and the patient
should determine the treatment for a par-
ticular illness. It was accepted that the in-
surer would pay each health-care provider
his “usual. customary and reasonable”
fees, with few questions asked.

This genteel philosophy rested on the
belief that modern medical practice is
firmly anchored in science, that the
providers of health care would do no less,
but also no more, than good medical sci-
ence dictated, and that the fees charged for
health care would remain “reasonable.”

Unfortunately, this open-ended social
contract produced a track record that gave
the lie to these assumptions. Two decades
ago, pioneering research by Dartmouth
epidemiologist and physician John
Wennberg showed that the use of health
services and health spending per capita
varied widely across regions in the U.S. in
ways that could not be explained by health
status or clinical science. In the most re-
cent edition of that research, Dr.
Wennberg and his associates report that in
1996 Medicare paid a statistically adjusted
$7.800 per elderly American in Miami and
$7,700 in Baton Rouge, La., vs. just $4,900
in Tallahassee, Fla., $3.923 in Shreveport,
La., $3,900 in Portland, Ore.. and $3,700 in
Minneapolis.

Put on the defensive by such data, the

medical profession pointed out that medi-
cine is both art and science and argued
that the variations in cost simply reflected
differences in preferred practice style.
This response begged the question that has
been one of the chief drivers behind the
managed-care movement: Which of the
varied practice styles is the most cost-ef-
fective? Managed care was further fueled
by research during the 1980s in which clin-
ical experts deemed unnecessary substan-
tial portions of health services actually de-
livered to patients.

It would be facile to blame physicians
for their failure to control costs. After all,
the knowledge base of clinical science ex-
pands at a pace that exceeds the busy
physician’s ability to keep up with the best
medical practices. Some mechanism must
therefore be found to help them do so. Man-
aged care ought to be one such vehicle. It
turns out that the preauthorization and
concurrent review of medical treatments—
-the methods American managed-care com-
panies have typically used during the past
few years—are not the best means to this

end. These intrusive tactics irritate pa-.

tients, insult physicians and often cost
more than they save.

Periodic, statistical profiles of individual
physicians’ practices promise to be a more
productive approachtocost and quality con-
trol. It is a common method of cost control in
other countries. That method grants the
physician clinical autonomy within some
range of pre-established norms and inter-
venes only when physicians deviate sub-
stantially from them. In industry, the ap-
proachisknown as “management by excep-
tion.” The development and updating of
these practicé norms is a perpetual search
for the best clinical practices. To be effec-
tive, that search should be conducted in
close cooperation with the practicing physi-
cians towhom the norms apply.

Much as patients and their physicians
may dream of the unmanaged, open-ended
“golden age” of medicine, a return to that
regime is unthinkable. In the last years of
that open-ended contract, the premiums
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employers paid {or their employees’ heulth
insurance rose between 15 and 257 each
vear. Had the trend continued. half ot the
nation's gross domestic product wouli
have gone to health care by 2050.

As recently as October 1993, the Cun-
gressional Budget Office forecast that in
2000 the U.S. would spend more than $1.v
trillion on health care (or 18.9% of pro-
jected GDP), up from $673 billion (12.27 of
GDP} in 1990. In its most recent forecast,
the government projects total spending of
only §1.3 trillion next year, about $300 bil-
lion less than its forecast of six years ago.
The bulk of that saving must be credited to
the ability of the managed-care industry to
exercise some control over both the fees
and the use of health services.

Economic theory and empirical re-
search suggest that in the long run, em-
ployees pay the cost of fringe benefits in
the form of lower take-home pay. It follows
logically that the bulk of the health-care
cost savings achieved by the managed-
care industry must have flown through to
the take-home pay of employees, espe-
cially in this-decade’s tight labor markets.
Alas. employees seem unaware of this
standard economic theory. That's why
they stood idly by as the health system
chewed up their paychecks during the late
1980s, and why they now show no gratitude
for the savings that managed care has fun-
neled back into their pockets. Instead, they
subscribe to the folkiore that these savings
flowed through to their employers’ bottom
line and into the paychecks of managed-
care executives. -

American workers have paid a high
price for that ignorance, and they may pay
it again in the near future. as health-insur-
ance premiums are rising again at near
double-digit rates. For American business
leaders, one of the most effective methods
of health-care cost control would be to level
with their employees about who actually

- pays for health insurance.

Mr. Reinhardt is a professor of political
economy at Princeton University.



November 17, 1999 UnitedHealth Group

UnitedHealth Group
Mr. Chris Jennings 9900 Bren Road Fast Minngtonka MN 55343

Deputy Assistant to the President
for Health Policy Development
The White House

Old Executive Office Building
Room 216

Washington, DC 20502

Dear Mr. Jennings:

[ write to share what [ believe is a very significant event in the health care marketplace.
UnitedHealthcare is announcing publicly today that we are implementing a new and evolutionary
approach to improving health care — one that is premised on empowering people with more
choice and control of their health care. We call this Care Coordination.

As the Chairman and Chief Executive Officer of UnitedHealth Group, a diversified health and
well-being enterprise serving Americans through all stages of life, | have watched our health
business evolve over the years. UnitedHealthcare has always been an industry pioneer —
developing and offering products with open access and broad provider networks, promoting the
notion of everyone having a principle physician appropriate to one’s health needs rather than the
care system itself; providing coverage for out-of-network services (through point-of-service
products); collaborating with physicians on best practices (through our Clinical Profiles
program); advancing performance-based accountability through confidential physician report
cards; and providing members the assurances that their medical coverage decisions can be
reviewed by a third party.

Our collective experience has led us to advance the way we interact with providers and patients
around medical coverage decision-making. Like you, we have heard from our constituents that
they are tired of the hassles that they experience under their health plan — particularly when they
believe that their relationship with their physician is impaired. Our approach aims to facilitate the
doctor/patient relationship, with clinical decision making in the hands of patients and their
physicians. It is designed to support the physician’s treatment plan while helping patients
navigate through the complex and ever changing health care system. For example, we do not
require physicians to obtain pre-authorization for inpatient procedures. Instead, we provide
members with education, support and resources both prior to and following the hospitalization to
help them achieve the best possible outcomes. We are also supporting physicians with innovative
efforts, like our Clinical Profiles program, which provides them with personalized reports about
their current practice patterns in comparison to nationally accepted best practices.

We are very excited about this stage of our evolutionary process. Care Coordination crystallizes
UnitedHealthcare’s desire to innovate, continue to improve, and to facilitate a better and more
positive health care experience for consumers and physicians.



We hope that our announcement reminds people of the positive contributions that have been made to the
health care system and the many steps made to improve the lives and health of Americans. We look forward
to further advances as we work with you to address the needs and challenges facing our people in pursuit of a
vibrant and healthy nation.

Sincerely,

T2 WG,

William W. McGuire, MD
Chairman and Chief Executive Officer



UnitedHealth Group”

NEWS RELEASE

UNITEDHEALTHCARE INTRODUCES CARE COORDINATION

MINNEAPOLIS, Minn., November 9, 1999 — UnitedHealthcare, a subsidiary of UnitedHealth
Group (NYSE: UNH), today announced that it is further advancing its philosophies on consumer
choice and physician autonomy through an initiative called Care Coordination. Care
Coordination obsoletes certain programs associated with traditional medical management, such
as pre-authorization for inpatient hospital procedures, and enhances clinical decision-making
between the patient and physician.

“Care Coordination is part of our continuing vision to facilitate a better, more positive
health care experience for consumers and physicians,” said William McGuire, M.D.,
UnitedHealth Group Chairman and CEO. “After a decade of focused interaction between
providers of care and third parties, we believe it is appropriate to expand on the critical needs of
patient education and advocacy, physician support and assistance, complex care coordination,
availability of specialized resources, and simplification of the health care system. This initiative
has evolved over the last six years and will further our commitment to enhancing the health and
well-being of people through all stages of their life.”

Care Coordination focuses on improving the health of individuals by offering education,
accelerated access to care, coordination of complex and fragmented services and measurement

of outcomes, and careful monitoring of members who have chronic and complicated medical



conditions. Seven core clinical activities are utilized. These are Health Education, Admission
Counseling, Inpatient Care Advocacy, Readmission Prevention, Disease Management, Complex
liness Support and Pharmacy Management. Care coordinators work with both the patient and
the doctor to facilitate access to needed care and offer new dimensions of health education and
disease management.

“Millions of dollars are spent every year on reviewing the treatment decisions made by
physicians. Over the last decade we have seen the value to patients and employers of these
efforts diminish as runaway health care costs have been slowed and services expanded. The
vast majority of reviews support the clinical decision, so it makes sense to focus on other
programs and efforts,” said Dr. Archelle Georgiou, Chief Medical Officer for UnitedHealthcare.
“Based on the many beneficial programs and efforts available today, our desire is to fully direct
our resources at keeping patients healthy and from falling through the cracks of the complex
health care system. We want to make it easier for every patient to get care— at the right place
and at the right time - and help physicians improve services to their patients,” she said.

Care Coordination helps doctors and patients reach the best decisions together with the
support of UnitedHealthcare's extensive knowledge and resources. To accomplish this,
UnitedHealthcare is leveraging its database of more than 14 million patients to provide its
doctors with data and information that compare the treatments they are recommending for their
patients against national treatment norms. The innovative Clinical Profiles program, initiated in
1997, offers physicians personalized reports and reminders for patients who may benefit from
these procedures along with information to take action. The company has shown that this
program has clearly improved health care interventions and results.

“We seek to add value to the doctor-patient relationship by helping patients navigate
through the health care system so that they can follow through on the treatment plan that they
have developed with their physician. We provide support and resources that physicians are
often not equipped to offer. Furthermore, we can encourage best practices and support sound
treatment decisions using the power of UnitedHealthcare's information technology, clinical
research capabilities and consumer communication tools,” said Georgiou.

The Care Coordination initiative was begun in 1998 and tested in six markets prior to
national implementation. Results from these markets indicated that Care Coordination was able
to improve the entire health care experience without additional cost to the employer or member.

UnitedHealthcare provides a full spectrum of resources and services to help people

achieve improved health and well being. The company designs and operates organized health



systems with commercial, Medicare and Medicaid produéts. Today, UnitedHealthcare and its
sister company Uniprise, which focuses on services to large companies with over five thousand
employees, serve over 14.5 million individual consumers as members of its health service
systems. On behalf of these individuals, the company arranges access to care with more than

340,000 physicians and 3,500 hospitals across 35 U.S. markets and four international markets.
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November 17, 1999
Memorandum for: Chris Jennings
From: Leslie Kramerich

Subject: Pegram v, Herdrich Brief

As promised, we are sending you the Q&As on the Pegram brief to provide you with more
information about the case and the Government’s position. We wanted to caution you that this
bricf is still not final and is subject to change in the Solicitor General’s final version which
will be filed on Friday, November 19. We apologize for the delay in getting these to you, but
wanted to give you the most up-to-date information in this very fluid process.

Plcase call if you have any questions.
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Q& As on Pegram v. Herdrich

What is Pegram v. Herdrich?

Pegram v. Herdrich is a case pending before the Supreme Court which raises the
issue of whether an HMO’s physician incentive arrangement could trigger a
fiduciary violation under ERISA. The case was brought by Cynthia Herdrich, a woman
who was injured when her appendix burst as a result of her HMO doctor’s delay in
treating her abdominal pain so that she could be seeun at a participating facility. Herdrich
sued her doctor and HMO for medical malpractice and also claimed that the HMO's
physician financial incentive program constituted a breach of fiduciary duty under ERISA
by influencing fiduciaries to withold benefits owed under the plan. At the trial level,
Herdrich received compensation ($35,000) for her medical malpractice claims from the
doctor and the HMO, but her ERISA claim was dismissed. The 7® Circuit Court of
Appeals reversed the Jower court in a divided opinion, finding that Herdrich could still
bring her ERISA claim. The HMO appealed and the Supreme Court agreed to hear the
case. The Government plans to file an Amicus Curiae ("friend of the Court") brief
becanse of the case’s policy implications with respect to ERISA fiduciary requirements
and the patients’ bill of rights debate.

What is the Government’s position in its amicus brief?

The Government’s position is pro-patient and supportive of the States’ unique role
in regnlating health insurance. In its brief, the Government argues as it has in prior
briefs that whether ERISA or state laws apply in a given case depends on which of its
various roles an HMO is performing: (1) provider of medical care; (2) insurer; or (3)
administrator of benefit claims. While acting in their first two roles, HMOs are governed
by State law, particularly medical malpractice law. However, in their role as plan
administrators, they are also regulated under ERISA, including its fiduciary rules. Thus,
the Government argues that in this case, the HMO’s financial incentive
arrangements that are part of its attempt to control costs as a provider of medical
care are only subject to State requirements, not ERISA. However, the HMO’s
arrangements that impact a fiduciary’s ability to fairly decide benefit claims are
subject to ERISA’s rules and could constitute a violation. This position is pro-patient
in that it assures that patients will receive the maximum extent of protections available
under State and Federal laws. It is also respectful of existing State regulation in this area
and preserves States’ traditional role as regulator of insurance and medical care.

Is the Government’s position in Pegram consistent with the Administration’s
position in the patients’ bill of rights debate?

Yes. The House-passed PBOR bill that has Administration support, H.R. 2990, imposes
new restrictions on physician financial incentive arrangements consistent with those in
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place under Medicare and requires disclosure of such arragements to consumers. If
patients are injured as a result of these financial incentive arrangements, they are
permitted to bring swit under State law; to the extent that such injuries result from a
benefit denial, they are also permitted to bring suit under ERISA. While the
Government’s brief argues that certain financial incentives can violate ERISA, the
Patients Bill of Rights provides greater certainty that all arrangements will be covered
and clearly deliniates what designs can be used and what must be disclosed to patients.
The Government’s bnief protects the rights patients have today. The Patients’ Bill of
Rights can give HMOs, doctors, and patients the clear rules of the road that can help
restore the trust in managed care that is so sorely needed.

Does the Government’s brief side with the patient, Cynthia Herdrich, or the HMO?

Although the Government’s brief in this case supports the HMO at this stage of the
case, the Government’s position is pro-patient. In this case, the patient had alleged
that the HMO’s incentive scheme was a fiduciary breach in two respects: (1) it provided
incentives for physicians to minirnize referral and treatment at non-participating facilities;
and (2) it provided incentives for physicians’ benefit determinations. The Government’s
brief states that the first type of incentive scheme is not subject to ERISA because it
involves the HMQO’s function as a provider of medical care. The Governmment argues that
the second type could constitute an ERISA violation if the scheme impedes the ability of
the fiduciary to make a fair and unbiased decision. In this case, the Government found
that the facts alleged by Herdnch here are not enough to make out this claim. This
position is nonetheless pro-patient because it assures that State medical malpractice law
and other consumer protections will still apply in most cases, and provides that Federal
law may apply in cases subject to ERISA’s fiduciary requirements. In addition, the brief
continues to clarify that both State and Federal laws have important roles to play in the
regulation of employer-based health plans.

Who are the stakeholders in this debate?

AAHP, HIAA, APPWP, and the Chamber of Commerce jointly filed an amicus brief
in support of the HMO’s request for Supreme Court review arguiog that financial
incentives related to deciding health care claims could never violate Federal law. At
least one consumer advocacy group, Health Law Advocates, The AAHP brief argues
that the 7% Circuit’s decision would invalidate common and necessary cost-containment
techniques and would tear at the very heart of managed care. They argue that the
decision could have devastating results if not reversed, including a dramatic increase in
health inflation, the end of managed care and employer-based health coverage, and an
increase in the number of uninsured. The Government’s brief argues that HMOs can use
incentive arrangements, so long as they do not improperly inflnance individual coveragc
decisions. The Government believes abuses can and must be remedied without
eliminating the appropriate use of managed care.
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Q: What is the status of the Government’s brief?

A: The final draft of this brief must be filed with the Court by COB Friday, November
19. The Government’s brief has been drafted and approved by DOL’s solicitor’s office
and sent to the Solicitor General for review. The Solicitor General has returned their
draft to DOL, which it has reviewed and provided comments to the Solicitor General. The
Selicitor General has the final wotd on the content of the Government’s brief.




THE WHITE HOUSE

WASHINGTON

November 4, 1999

The Honorable J. Dennis Hastert
Speaker of the

House of Representatives
Washington, D.C. 20515

Dear Mr. Speaker:

I am writing to underscore my deep disappointment with the
unusual procedure employed in naming participants to the joint
House-Senate conference on H.R. 2723, the Bipartisan Consensus
Managed Care Improvement Act of 1999. The decision to appoint
members that fail to reflect the overwhelming vote of 275 to
151 on the Norwood-Dingell bill sends the wrong message to the
American people, and the wrong messengers to the conference
committee. :

The Norwood-Dingell Patients Bill of Rights legislation is the
only patient protections bill in this Congress that has received
strong bipartisan support. Yet, out of the 13 Republican members
appointed as conferees, only one voted for this legislation, and
only one voted in favor of yesterday’s successful motion in the
House that instructed conferees to insist on including the
provisions of the Norwood-Dingell bill.

It is clear that the public longs for us to reach across party
lines to address issues of national concern. There are few
matters that are more important than enacting a strong Patients
Bill of Rights. 1In this regard, I am asking you to use your
authority under the House rules to expand the conference
committee to include members who accurately reflect the will

of the House.

We need to make certain that the results of this conference
will be in the public interest; as currently constituted, this
committee is weighted heavily in favor of the special interests
that oppose this bill. Over the years, we have worked together
on drafting and passing bipartisan health care legislation,
including the Health Insurance Portability and Accountability
Act of 1996. I hope we can build on that record that this
Congress can respond to the public’s need for patients’
protections as our nation’s health care delivery system
undergoes change.

Sincerely,

%M
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THE WHITE HOUSE

Office of the Press Secretary
(New York, New York)

For Immediate Release October 7, 1999

STATEMENT BY THE PRESIDENT

Sheraton Towers
New York New York

5:35 P.M. EDT

THE PRESIDENT: This afternoon the House of Representatives took an
important and encouraging step in the effort to give the American people
a real patients' bill of rights. After rejecting watered-down
legislation by substantial votes, the House voted by a large margin to
approve a strong bipartisan patients' bill of rights, sponsored by
Congressmen Norwood and Dingell. '

The passage of this bill represents a major victory for every
family and every health plan. It says you have the right to the nearest
emergency room care and the right to see a specialist. It says you have
the right to know you can't be forced to switch doctors in the middle of
a cancer treatment or a period of pregnancy. And it says you have the
right to hold your health care plan accountable if it causes you or a
loved one grave harm.

It shows that America is no longer willing to allow unfeeling
practices of some health plans to add to the pain of injury or disease.
It proves that America is committed to putting patients first.

But let me be clear: We still have a lot of work to do before this
bill becomes the law of the land. When the House and the Senate
negotiators meet, we must be sure the bill is paid for; and when they
meet in conference, the Republican leaders must resist the urge to
weaken the patient protections guaranteed in the Norwood-Dingell bill,
and they must not undo behind closed doors what has been done in the
public. They must also resist the urge to load up the final legislation
with poison pill provisions that they know I can't sign.

But today, let's just congratulate the members of both parties in
the House of Representatives for making a responsible choice in the face
of significant pressure to do otherwise.

I especially thank Congressman Norwood and Congressman Dingell for
their leadership and for their dogged determination. We have shown once
again that when we work together across party lines, we can use this
moment of prosperity to meet the greatest needs of the American people.
Thank you very much.

Q Sir, what do you think made the difference? Yesterday you were
almost conceding defeat.

THE PRESIDENT: I think a lot of work was done by a lot of people,
but I think in the end, most people just went up there and voted for
what they thought was right. Now, you know, there's kind of an unusual
parliamentary maneuver of which you're all aware in which they've tied
another bill to it and sent them both to conference. The other bill is
one I don't support; it would cost an awful lot of money and help less
than one percent of the uninsured in America, most of whom can afford

1of3 11/11/1999 12:27 PM
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their own health care policies anyway. And so we have to watch things
like that being done in the final legislation. But a big majority of
the House did vote for this bill, just as it was written, and I'm very
proud of them.

This is the sort of thing America wants us to do. We can work
together across party lines; we can get things done. There will still
be plenty for the two parties to argue about in good conscience in the
coming electicn. No matter what we do -- we can deal with every
challenge before the Congress now, and there will still be things to
debate next November.

So I would hope that this is an omen of more good things to come.
And I'm certainly prepared to do my part, and I'm very grateful today.
I talked to some Republican and Democratic House members before the vote
and encouraged them. And I'm very proud of all of them. And I thank
them.

Q Could you tell us about your talks with Hoffa?

THE PRESIDENT: Excuse me?

Q Could you tell us about your talks with Jimmy Hoffa --
THE PRESIDENT: Oh, sure --

Q -- and did you ask him to not stand in the way of an early
endorsement of the AFL-CIO for Gore?

THE PRESIDENT: Actually, we didn't talk much about that. We
talked about -- this is the first long personal visit we've had,
although we've worked on a lot of things. He thanked me for the work
that I'd done over the last six and a half years. We talked a little
about that.

We talked about —-- interestingly enough, we talked about Franklin
Roosevelt and Frances Perkins, and the rise of the American labor
movement for some good amount of time. Said he was glad I was coming

tonight, and that President Roosevelt was the last President to talk to
the Teamsters.

And we talked quite a bit about trade, and about his strong feeling
that we ought to make sure that the safety provisions of NAFTA are met.
And I assured him that we were doing everything we could to do Jjust
that, and that we would continue to do so.

He said he was deeply concerned that ever since the recession in
Mexico, and then the recession in Asia, countries with whom we had had a
balance of trade or a small surplus we now seem to be running large
deficits with. He was concerned about the rise of protectionism in
Europe. And we talked about that.

And that was ~- most of our conversation was about that. We also
talked about golf for probably too long. We had a good talk
about golf. We didn't talk too much about other politics and I said I
looked forward to seeing him tonight.

Thank you.

Q Mr. President, do you have any reason to believe the Senate will
allow the right to sue?

THE PRESIDENT: Sure, if they listen to the American people.

That's what happened today. I mean, 70 percent of our citizens want it;
70 percent of Republicans want it. And there's a way to do it -- if

11/11/1999 12:27 PM
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they just look at their own estimates -- not mine, the Congressional
Budget Office -- says it will add, at the most, two dollars a month a
policy to have all the protections of the patients’ bill of rights. And
that's a good investment in our future.

END

5:43 P.M. EDT
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THE WHITE HOUSE

Office of the Press Secretary
(New York, New York)

For Immediate Release October 7, 1999
STATEMENT BY THE PRESIDENT

Sheraton Towers
New York, New York

5:35 P.M. EDT

THE PRESIDENT: This afternoon the House of Representatives took
an important and encouraging step in the effort to give the American
people a real patients' bill of rights. After rejecting watered-down
legislation by substantial votes, the House voted by a large margin
to approve a strong bipartisan patients' bill of rights, sponscred by
Congressmen Norwood and Dingell.

The passage of this bill represents a major victory for every
family and every health plan. It says you have the right to the
nearest emergency room care and the right to see a specialist. It says
you have the right to know you can't be forced to switch doctors in
the middle of a cancer treatment or a period of pregnancy. And it says
you have the right to hold your health care plan accountable if it
causes you or a loved one grave harm.

It shows that America is no longer willing to allow unfeeling
practices of some health plans to add to the pain of injury or disease.
It proves that America is committed to putting patients first.

But let me be clear: We still have a lot of work to do before
this bill becomes the law of the land. When the House and the Senate
negotiators meet, we must be sure the bill is paid for; and when they
meet in conference, the Republican leaders must resist the urge to
weaken the patient protections guaranteed in the Norwood-Dingell bill,
and they must not undo behind closed doors what has been done in the
public. They must also resist the urge to load up the final
legislation with poison pill provisions that they know I can't sign.

But today, let's just congratulate the members of both parties in
the House of Representatives for making a responsible choice in the
face of significant pressure to do otherwise.

I especially thank Congressman Norwood and Congressman Dingell for
their leadership and for their dogged determination. We have shown once
again that when we work together across party lines, we can use this
moment of prosperity to meet the greatest needs of the American people.
Thank you very much.

Q Sir, what do you think made the difference? Yesterday you
were almost conceding defeat.

THE PRESIDENT: I think a lot of work was done by a lot of people,
but I think in the end, most people just went up there and voted for
what they thought was right. Now, you know, there's kind of an unusual
parliamentary maneuver of which you're all aware in which they've tied
another bill to it and sent them both to conference. The other bill is

e
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one I don't support; it would cost an awful lot of money and help less
than one percent of the uninsured in America, most of whom can afford
their own health care policies anyway. And so we have to watch things
like that being done in the final legislation. But a big majority of
the House did vote for this bill, just as it was written, and I'm
very proud of them.

This is the sort of thing America wants us to do. We can work
together across party lines; we can get things done. There will still
be plenty for the two parties to argue about in good conscience in
the coming election. No matter what we do -- we can deal with every
challenge before the Congress now, and there will still be things to
debate next November.

So I would hope that this is an omen of more good things to come. And
I'm certainly prepared to do my part, and I'm very grateful today. I
talked to some Republican and Democratic House members before the vote
and encouraged them. And I'm very proud of all of them. And I thank
them.

Q Could you tell us about your talks with Hoffa?

THE PRESIDENT: Excuse me?

Q Could you tell us about your talks with Jimmy Hoffa --
THE PRESIDENT: Oh, sure --

Q -- and did you ask him to not stand in the way of an early
endorsement of the AFL-CIO for Gore?

THE PRESIDENT: Actually, we didn't talk much about that. We
talked about -- this is the first long personal visit we've had,
although we've worked on a lot of things. He thanked me for the work
that I'd done over the last six and a half years. We talked a little
about that.

We talked about -- interestingly enough, we talked about Franklin
Roosevelt and Frances Perkins, and the rise of the American labor
movement for some good amount of time. Said he was glad I was coming

tonight, and that President Roosevelt was the last President to talk
to the Teamsters.

And we talked quite a bit about trade, and about his strong feeling
that we ought to make sure that the safety provisions of NAFTA are met.
And I assured him that we were doing everything we could to do just
that, and that we would continue to do so.

He said he was deeply concerned that ever since the recession in
Mexico, and then the recession in Asia, countries with whom we had had
a balance of trade or a small surplus we now seem to be running large
deficits with. He was concerned about the rise of protectionism in
Europe. And we talked about that.

And that was -- most of our conversation was about that. We also
talked about golf for probably too long. We had a good talk about golf.
We didn't talk too much about other politics and I said I looked
forward to seeing him tonight.

Thank you.

Q Mr. President, do you have any reason to believe the Senate
will allow the right to sue?

THE PRESIDENT: Sure, if they listen to the American people.

11/11/1999 12:27 PM
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That's what happened today. I mean, 70 percent of our citizens want
it; 70 percent of Republicans want it. And there's a way to do it --
if they just look at their own estimates -- not mine, the Congressional
Budget Office -- says it will add, at the most, two dollars a month a
pelicy to have all the protections of the patients' bill of rights.

And that's a good investment in our future.

END
5:43 P.M. EDT
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release September 17, 1999
STATEMENT BY THE PRESIDENT

I am pleased that the House of Representatives will have an
opportunity in just a few weeks to vote on a strong, enforceable
patients' bill of rights. This will, at long last, give members of
Congress an opportunity to put patients' interests ahead of the special
interests.

A bipartisan majority of the House has already expressed support
for the Norwood-Dingell proposal, a plan that would provide for an
enforceable set of meaningful patient protections that would be extended
to all Americans in all health plans. I am confident that the
Norwood-Dingell patients' bill of rights will be adopted, if the House
leadership permits a fair process for debating and voting on this
important issue.

30-30-30

11/11/1999 12:27 PM
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THE WHITE HOUSE

Office of the Press Secretary
(Martha's Vineyard, Massachusetts)

For Immediate Release August 23, 1999

STATEMENT BY THE PRESIDENT

Protecting the health of America's families is not and should
never be a partisan issue. Demonstrating this fact, the American
Medical Association, the largest organization of physicians in the
nation, has just endorsed the bipartisan Patients' Bill of Rights
sponsored by Congressman Norwood and Congressman Dingell.

The AMA's action sends a strong message to Congress that it is
time to put politics aside and pass a Patients' Bill of Rights that
provides meaningful protections for all Americans in all health plans,
and holds plans accountable when their actions cause harm to patients.
With over 20 House Republicans cosponsoring the Norwood-Dingell bill,
it is clear that a bipartisan majority in the House of Representatives

is ready to vote for a strong and enforceable Patients' Bill of Rights.

The bipartisan Norwood-Dingell coalition has placed the needs of
patients over the desires of special interests. It is long past time
for the entire Congress to follow suit. I reiterate my call to Speaker
Hastert to schedule a vote on this important legislation immediately
upon return from the Congressional recess in September.

Sound from the President is available on the White House Press Office
Radio Actuality Line at 202-456-5671.

30-30-30-

T1/11/1999 12:27 PM



1ofl

http://www.pub.whitehouse.gov/uri-...//oma.eop.gov.us/1999/8/6/1 text. 1

THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release August 5, 1999

STATEMENT BY THE PRESIDENT

With today's announcement led by Drs. Ganske and Norwood and
Congressmen Dingell, it is clear that there is now a bipartisan
majority of House members ready to vote for a strong and enforceable
Patients' Bill of Rights. Unlike the partisan Senate-passed bill, this
bipartisan initiative is a Patients' Bill of Rights not just in name
but in reality. It provides meaningful patient protections to all
Americans in all health plans, and it holds plans accountable when
their actions cause harm to patients.

Today's action proves that patient protecticns need not and should
not be a partisan issue. It is time to do what this bipartisan
coalition has done - put the well-being of patients before politics
and special interests. I call on Speaker Hastert to schedule a vote
on this long-overdue legislation immediately upon return from the
Congressional recess in September.

30-30-30

11/11/1999 12:27 PM
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release July 15, 1999

STATEMENT BY THE PRESIDENT

Tonight's party line vote for a weak, unenforceable patients' bill
of rights is the wrong course for America. The Republican Leadership's
bill is a patients' bill of rights in name only.

It fails to protect more than 110 million Americans -~ including
the vast majority of Americans in HMOs. For those it does cover, this
bill fails to ensure patients' access to the specialists they need;
fails to ensure patients the right to keep their doctors throughout a
course a treatment; fails to prevent insurance company accountants from
making final calls on medical decisions; and it fails to hold health
plans accountable for actions that harm their patients.

If Congress insists on passing such an empty promise to the
American people, I will not sign the bill. Passing a strong,
enforceable Patients' Bill of Rights should not be a partisan issue.
This should be about protecting patients, not insurance companies.

We will not stop working on this critical issue until we provide
patients the protections they need. The American people know the
difference between a good and bad bill. Every major doctors', nurses', and
patients' organization in the country knows the difference. I believe
that the will of the people will still prevail in this Congress.

30-30-30
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release November 3, 1999

STATEMENT BY THE PRESIDENT

Today's overwhelming vote in the House 1is an encouraging step
toward passage of a strong, enforceable Patients' Bill of Rights.
Unfortunately, the House Republican leadership is seeking to defeat
the will of the House -- now expressed clearly for a second time —-- by
refusing to appoint conferees who support this legislation.
the Leadership's action, the message of the House vote to the
conference could not be more clear: reject the false promise of the

Senate-passed bill, and send me the bipartisan measure that delivers
the real protections that patients deserve.

Despite
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3L AACHER, TEXAS. WILLIAM V. ROTH, JR., DELAWARE,
CHAINMAN VICE CHAIRMAN

HILIP M. CRANE, ILLINOIS JOHN H. CHAFLL. RHODL ISLAND

MLUAM M. THOMAS, CAUFORNIA CHARLES CRASSLEY, IDWA
SHAKLES B RANGEL NEW YORK DANIEL FATRICK MOYNIMAN, NCW YOHK
FORTNEY PETE STAKK. CALUTORNIA  MAX BAUCUS. MONTANA

Honorable Tom Daschle
United States Scnate
SH-509

Washington, DC 20510

Dcar Senator Daschle:

Congress of the United States

JoinT CoMMITTEE ON TAXATION
1015 LONGWORTH HOUSE OFFICE BUILDING
wasHinaTon, DC 205156453
(202) 225-3621

GCT 20 1889

doo2

uNov L PAULL
CHIEF OF STASF

BERNARD A SCHMITT
OEPUTY CHIEF OF STAFF

MARY M. SCHMITT
DEPUTY CHIEF OF STAFF

RICHARD A GRAFMEYER
OEPUTY CHEF OF STAFF

This is 1n response to your letter of October 14, 1999, requesting revenue estimates for
the tax provisions contained in S. 1344, the “Patients’ Bill of Rights Plus Act.” as passed by thc

Senate, and H.R. 2990, the “Quality Care for the Uninsured Act of 1999,” as passed by the

House of Representatives. The enclosed tables provide revenue estimates for the tax provisions

in these bills,

I hope this information is helpful to you. Please let me know if we can be of further

assistance in this matter.

Sincerely,
M*@( Rt

Lindy L. Paull

Enclosure: Tables #99-3 214, #99-3 215



ESTIMATED REVENUE EFFECTS OF TITLES V. THROUGH IX. OF S. 1344,
THE “PATIENTS’ BILL OF RIGHTS PLUS ACT,”
AS PASSED BY THE SENATE ON JULY 30, 1999
Fiscal Years 2000 - 2009

[Mitlions of Dollars)

#93-3 214
VERY PRELIMINARY
20-Oct-99

r Pravislon Effective 2000 2007 2002 2003 2004 2005 2006 2007 2008 2009 2000-04 2000-09
V. Enhanced Access to Health Insurance Coveraga Provisions
1. 100% deduction of health insurance far
gelf-emgloyed ... tyba 12/31/99 -245 1,007 -1,040 657 - - — 2949 -2,949
2. Full avallabllity 01 mad!cal savlngs accounts tyba 12/31/99 -83 -281 -328 -370 -414 . -458 -502 -546 -590 -634 -1,483  -4,213
3. Federal employes participation in MSAs .. pybo/a 1/1/0D0  m--r e et el Negligible Revenue ERect - - == ==« === «caceccacncaccneancanas
4. Camyover ol unused beneflts from caletena plans,
flexible spanding armngernenls and health flexible
spending accounts .. - tyba 12/31/99 324 -511 -590 -678 -748 -856 -931 -988 -1060 -1126 -2,851 -7,811
TJolal of Enhanced Access to Health Insurance Coverags Provislons .. -662 -1,799 -1,956 -1,705 1,162 -1,314 -1,433 -1534 -1,650 -1,760 -7,283 14,973
Vi. Provislons Relating to Long-Term Care Insurance
1. Inclusion of qualitied long-term cars Insurance
conlracts in cafeteria plans, flexible spending
arrangements, and health fiexible spendlng
accounts (1] ... e tyba 12/31/99 -69 -64 -74 -87 -108  -131 -156 -184  -215 247 402  -1,336
2. Daduction for prem1ums for long tam'l care
insurance .. . tyba 12/31/99 -132 933 -1157 -1399 -1554 -1670 -1787 -1906 -2025 -2143 -5,176 -14,707
3. Study of long-term care neads ln tha 21 st camury . B R L T E P I NO RBvenus EffeCl - ~-=----==~es=caccccceacnmcsencanns
Total of Provislons Relating to Long-Term Care lnSUIance ........ccccrrersesriecneness =201 997 -1231 -1486 -1,562 1,801 -1,943 -2,080 -2,240 -2,390 5578 -16,043
VIl. Individual Retirement Plans - {ncrease the Income
limit for conversion of an (RA to a Roth IRA to $1 mlllion ....  tyba 12/31/99 1,151 2,891 2,031 450 -1,080 2,233 -4,056 -3,267 -1,901 -451 5544 6,364
IX. Revenus Qffset Provigions
1. Modlfy foreign tax credil carryback ... e lyba 12/31/01 - 94 596 533 496 464 431 295 269 1,223 3,178
2. Limit use of non-accrual experience method of
acopunting ... tyea DOE 77 60 33 28 10 12 14 16 18 20 208 288
3. Information reportlng on cancellatlon of
indebtedness by non-bank financlal Institutions..................  coia 12/31/99 - 7 7 7 7 7 7 7 7 7 28 63
4. Extend IRS user fess through 9/30/09 .. st 9/30/03 - - 50 53 56 59 61 64 50 343
5. Praperty subject to a llability under secuon 357 ta 10/19/8B  ce e e e ceeeanmceans Proviously Enacted - - - ==« ----c--cemceccroana -
6. Deny deduction and Impose excise tax with respect
to charitable split dollar life Insurance arrangements ......... [2]  emreeeemeee e Negligible Revenue EHact - = - === = +<==ecccmrearmenamcnacans
7. Allow employers to transfer excess defined benefit
plan assets to a special account for health benefils
ol retirees (trough B8/30/09) ...cccevoivivviivii it tml tyba 12/31/00 e~ 18 38 39 40 41 42 42 43 44 136 348

S

enn A

LY . e

YT AT




Page 2

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2008 2000-04 2000-09
8. Imposs limitation on prafunding of certain employae .
DONBIIS ..ovevensecersemamersasescasnaticrnisc e ibamssasa i osmsasssecssensasans cpa DCE 639 141 147 149 140 129 118 105 80 74 647 1,163
0. Repea! Installment methad for acorual taxpayers '
and madlfy PlOdge TUBS «..cceucer.crerrmsnes crissremasssimsmssssasenins Iselo/a DOE 477 677 406 257 72 8 21 35 48 62 1,889 2,063
10. Include the Streptococcus Pneumeniae vaccine In

the Federa) vaoclne insurance program .....eececce . [3) 4 7 9 10 10 10 10 10 10 11 39 1

Total of Revenue Offset ProviSIONS ...crc-iciiiemcmiicransisnnes herenenabarenentaannnenser 627 an 734 1,086 862 756 732 705 572 551 4,220 7,537
NET TOTAL “ 915 1,106 <422 -1,655 -3,042 4502 -6,700 -5186 5219 -4050 -3,097 -29,843

Joint Committas on Taxation

NOTE: Detalls may not add to totals due to rounding.

Legend for "Effactive® column:
cola = cancallation of Indebtedness after
¢pa = contributions pald after
DOE = date of snactment
isaio/a = instaliment sales entered into on or aiter
pybo/a = plan years beginning on or after

ta = lransfers after
tml = transters made in

tyba = taxable years beginning after
tyea = taxable years ending atier

[1] Estimate assumes concurrent enactment of the deduction for premiums for long-term care Insurance (item V. 2.).

[ Effective for transfers made after 2/8/99 and for premiums paid after the date of enactment.
[3) Effective for vaccine sales the date after the date on vich the Centers for Disease Control make final recommendation for routine administration of conjugate

Streptococcus Pheumonia vaocines to children.
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#5883 215
VERY PRELIMINARY
20-Oct-99 .
ESTIMATED REVENUE EFFECTS OF TITLE L. OF H.R. 2980, *
THE "QUALITY CARE FOR THE UNINSURED ACT OF 1939,"
AS PASSED BY THE HOUSE OF REPRESENTATIVES ON OCTOBER 6, 1999
" Fiscal Years 2000 - 2009
Mitlions of Dollars]
Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 200004 2000-09
Title!. Tax-Related Health Care Provisicns
1. Provide an above-the-lina deduction for heaith
Insurance expenses - 25% in 2002 through 2004,
35% In 2005, 65% In 2008, and 100% thereaftar ..., yba 12/31K01 - 444 1379 -1,477 1,803 -3,137 -5B878 -8,299 -8,848 -3,300 -31,264
2. Provida an above-the-line deduclion for long-lerm
care insurance expenses - 25% in 2002 thraugh
2004, 35% In 2005, 65% In 2006, and 100%
thereafter ............. lyba 12/31/01 4B -328 -364 417 677 -13156 2027 2146 -1 74323
3. Accelerate 100% se!f employsd heallh lnsuranoe
deduction; extend eligibility for seif-employed health
insurance deduction to those who choase not to
paricipate In employer-subsidized health plans tyba 12/31/00 274 -1,040 -657 ~ - - -~ - -1,971 -1,971
4. Expand availabllity of MSAs ... - tyba 12/31/00 -109 -326 370 414 -458 -502 -546 590 -634 -1,217 3,047
5. Allow fong-term care lnsurance to be cffared as pen
of cafeteria plans; limited to amount of
deduct/ble pramfums [1] ... tyba 12/31/01 -~ ~- -104 -151 -171 -190 -202 -204 -215 -247 426 -1,484
6. Provide an additional personal exempﬂon lo
caretakers of elderly famlly members .. rrerntrarroroans tyba 12/31/00 ae -171 -265 269 273 -279 -282 -281 -281 -279 -977 2379
7. Increase the time period for measuring ellglble
expenses qualifying for the ophan drug tax cradit ................ epola 12/31/00 - 6 -9 -10 -10 -11 -12 -13 -14 -15 . -35 -101
8. Add certain vaccines againsl Streptoooccus
Pnsumonias to the list of laxable vaccines in the
Federal vaccine Insurance program; sludy of
Federal vaccine insurance program; reduce excise
tax on all taxable vaccines to $0.50 per dose
beglnning in 2005 [2].... [3) & lyba 12/31/D4 4 7 9 10 10 24 -36 35 -37 ar 39 431
9. Tax credit for clinical lsstlng nasearch expenses
attributabie to certain qualified academic institutions
Including teaching hosSpRaS .......ccceriiiiiininiisesnsssnene e tyba 12/31/00 [4] -1 -1 -1 -1 -1 -1 -1 -1 2 -10
NET TOTAL OF TITLE . 4 -553 2228 3,155 -2,700 -3,183 -4,849 -B274 -11484 -12,207 8,630 48,610

Jolnt Commiltee on Taxation

NOTE: Dstalls may not add to lotals due to rounding.

Legand for "Effective" column. epoia = expenses paid or incurred after

(1] Estimate assumes concurren! enactment of the above-lhe-lina deduction for long-tenm care insurance (item 2.).
(4 This e.sﬁmale reflects the racent withdrawal of the rotavires vaccine from the markel.
[3) Effeclive for vaccine sales the date after Ihe date on which the Cenlers for Disease Control make final recommendation for routing administration of conjugate

Streptococcus Pneumioniae vaccines 1o children.
[4) Lass of less than $500,000.

tyba = taxable years beginning adter
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NEW ANNUAL SURVEY OF EMPLOYER HEALTH BENEFITS SHOWS
HEALTH INSURANCE PREMIUMS RISING;
COVERAGE AND CHOICE REMAIN ABOUT THE SAME

Cost Increases Hit Small Businesses Especially Hard
Most Employers Favor Hotly Debated Patient Protections

MENLOQO PARK, CA — A new annual employer health benefits tracking survey released today by the Kaiser
Family Foundation and the Health Research and Educational Trust (HRET) reveals that health insurance
premiums rose faster than in previous years -- though still by relatively modest amounts -- but with premium
increases hitting small businesses especially hard. Despite the best economy in three decades, there were no
real changes in the number of firms offering health insurance coverage and the number of employees who had
a choice of more than one health plan. The survey also found that a majority of employers favor hotly debated
patient protections, inclnding the right to sue health plans.

The survey found that health insurance premiums increased 4.8% from the Spring of 1998 to Spring of 1999,
‘While still a relatively modest increase compared with the past era of double digit health cost increases, this is
the biggest annual increase since 1994 and is more than double the economy-wide inflation rate of 2.1%.
Small businesses, defined as firms with 3-199 workers, experienced substantially higher premium increases
than larger businesses, defined as firms with 200 or more workers (6.9% compared to 4.1%). The smallest of
firms, those with 3-9 workers, reported the highest increase in premiums (9.2%).

Even in this strong economy, the number of uninsured Americans continues to grow -- to 44.3 million,
according to recently released Census Bureau figures -- and the availability of employer heaith coverage
shows no signs of increasing. The survey found little change over the last two years in the percentage of
employers offering caverage to their workers. While virtually all large employers continue to offer coverage,
just 60% of small businesses do so.

At the same time, more employers are taking actions to | The 1999 Annual Employer Health
control the cost of retiree health insurance. Ofthe 41% | Benefits Survey was formetly conducted
of large firms that offered retiree health coverage in by KPMG Peat Marwick from 1991 to

1999, 35% report capping the maximum amount they 1998. The survey tracks changes in
contribute to a retiree’s health plan within the last two employer-based health care coverage
years. Just 8% of firtns with fewer than 200 workers and has become a widely used measure

provide retiree health benefits. of trends in health care benefits. The |
"Premiwm increases are hitting the smallest of Kaiser Family Foundation and HREfT
businesses the hardest, most of whom already have a took over and cxpa'nded the survey in
difficult time affording health insurance. These 1999 and will continue to conduct it

increases will make it even harder for small businesses annually.
to provide health insurance for their employees in the
future,” said Drew Altman, Ph.D., president of the Kaiser Faxmly Foundation.

-more-
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PREMIUM INCREASES ARE BIGGER FOR SOME AND LESS FOR OTHERS

Premium cost increases depend not only on the size of the employer, but also on the type of funding
arrangement and coverage provided. Employers who fund their own health insurance (self-funded plans),
which represent about half of all covered workers, had substantially lower premium increases (3.7%) than
those firms that purchased health ingurance from insurance companies (5.8%). For all employers, Health
Maintenance Organizations (HMOs) (5.7%) and conventional (fee-for-service/indemmity) plans (5.6%) had
the highest rate of premium mcreases, followed by Preferred Provider Organizations (PPOs) (4.3%) and
Point-of-Service (POS) plans (3.6%).

"For many years, insurance companics have under-priced their health plans to get a bigger share of the
market. But after three years of financial losses, health insurers are restoring their profitability through catch-
up pricing," says Jon R. Gabel, vice president for Health Systemn Studies, Health Research and Educational
Trust. Mr. Gabel directed the Annual Survey of Employer-Sponsored Health Benefits at KPMG Peat
Marwick before moving to HRET and is a lead researcher on the project.

PLAN CHOICE AND ENROLLMENT

Choice of Plans: While the extent of plan choices available to employees remains stable -- §5% of covered
warkers are offered a choice of two or more plans -- it continues to vary substantially by the size of the
employer. In 1999, 88% of firms with 5,000 or more workers offered a choice of two or more health plans,
while just 10% of firms with 3-199 workers offered a choice of plans.

HMOs (56%) and PPOs (62%) were the most common types of plans that employees could choose from in
1999. Conventional plans were the least frequently offered type of plan, with only 26% of employees being
offered them m 1999, down from 52% in 1996.

Plan Envollment: Employers report PPOs as having the highest rate of enrollment (38%), followed by
HMOs (28%), POS plans (25%), and conventional insurance (9%). Since 1988, PPO enrollment among
workers has more than tripled (from 11% to 38%) while HMO enrollment has increased more slowly (from
16% to 28%).

"Whether or not you get health insurance on the job, and the kinds of choices you have if you get it, depends
on where you work. The disparities between large and small companies are likely to get even worse as small
businesses are hit with big premium increases," said Larry Levitt, director of the Changing Health Care
Marketplace Project at the Kaiser Family Foundation and a principal analyst on the project.

CHANGES IN BENEFITS OFFERED

In general the level of benefits offered to employees remained relatively stable from 1998 to 1999. However,
there were some changes in key atreas:

* Pre-Existing Condition Exclusions: Since the passage of the Health Insurance Portability and
Accountability Act (HIPAA) in 1996, the use of pre-existing condition clauses has declined considerably
for all types of plans. For example, the percentage of workers in PPO plans with pre-existing condition
exclusions dropped from 64% in 1996 to 42% in 1999.

2.



Oct 28 1999 B@:17:86 Via Fax - OCTOBER 27, 1999 Page B84 Of BES

= Reproductive Health Services: Most employees have coverage for oral contraceptives, though fewer arce
covered for all forms of reversible contraception. Employees in HMOs (80%) are more likely to have
oral contraception coverage than those in conventional (54%), PPO (64% ), or POS (67%) plans. In
contrast, 37% of employees with job-based health insurance are covered for abortion services.
Employees in large firms are three to four times more likely to be covered for abortion services than
employees in small firms.

* Mental Health Services: Mental health benefits have declined over the last several yeats. Today only
21% of employees in large firms have mental health benefits with unlimited outpatient visits, compared to
36% in 1991.

EMPLOYER SUPPORT FOR PATIENTS' RIGHTS

Mirroring public views, the survey found that a majority of employers support key provisions in the patients'
rights debate. Eighty-five percent (85%) of 2ll employers support the "prudent layperson" definition for
emergency care, and 94% support the right for patients to get an independent review when denied coverage.
Sixty percent (60%) support the right to sue a health plan, an increase since 1998 when 46% supported the
provision. Support for consumer protections is generally higher among small employers, particularly for the
Tight to sue — support among small firms is 61%, in contrast to the 52% of large firms who oppose the
measure.

The survey also revealed that state legislation and voluntary efforts by health plans and employers appear to
have improved patient protections in sorme areas. For example, the percentage of employees enrolled in HMO
plans who can designate an OB-GYN as their primary care physician increased from 49% to 67% over the
past year. About one-quarter of employees in HMOs are now able to designate a specialist other than an OB-
GYN as their primary care physician if they are chronically ill.

CONCERNS OVER COST AND QUALITY

The cost of health care is more worrisome to employers than the quality of care. When asked about their
. concerns for the following year:

= 72% of al] employers said they are "somewhat" or "very" worried that health care costs will increase
faster then they can afford, and 65% said they are "somewhat" or "very" worried they will have to switch
health plans because of concerns about cost;

= By contrast, only 26% said they are "somewhat" or "very" worried they will have to switch health plans
because of concerns about quality of care.

Efforts to accredit health plans and provide data comparing the quality of different plans continue to play a
relatively minor role in the selection of plans by employers. Only 18% of covered workers are in firms that
cited a plan's accreditation status by the National Committee for Quality Assurance (NCQA) as being "very
important" to the health plan selection process; 10% of covered workers are in firms that cited performance
measures such as the Health Plan Employer Data and Information Set (HEDIS) as "very important.” By
contrast, about two-thirds of covered workers are in firms that said the cost of a health plan and the size and
reputation of the physician network are "very important" when selecting a health plan.

-3-
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Methodology
The 1999 Annual Employer Health Benefits Survey, formerly conducted by KPMG Peat Marwick, is now a
joint product of the Kaiser Family Foundation and HRET. The survey was designed and analyzed by
rescarchers at HRET and the Kaiser Family Foundation and administered by National Research LLC. The
survey findings are based on a national random sample of 1,939 telephone interviews with human resource
and benefit administrators in firms with 3 to 5,000 or more workers from February to June of 1999. An
additional 755 firms were interviewed solely to determine whether they offered health insurance coverage to
their workers. The sample was drawn from the Dun & Bradstreet list of the nation’s private and public
employers with three or more workers. The overall response rate was 60%. The margin of error for
responses among all employers is +/- 3%. For results based on subsets of respondents, the margin of error is
higher. :

For the purposes of reporting the data, firm sizes were aggregated into the following subgroups: Small firms
were defined as those with 3-199 workers; 25% of all workers covered by employer-sponsored health
insurance are in firms of this size. Small firms were split out further into the following categories: 3-9
workers (6% of all covered workers); 10-24 workers (4% of covered workers); 24-49 workers (4% of covered
workers); and 50-199 workers (10% of covered workers). Large firms were defined as those with 200 or
more workers; 75% of all covered workers are in firms of this size. Large firms were split out further into the
following categories: 200-999 workers (19% of covered workers); 1,000-4,999 (17% of covered workers);
and, 5,000 or more workers (40% of covered workers). To analyze changes in employer-sponsored health
plans, the survey report compares data from KPMG's 1993, 1996 and 1998 Annual Surveys of Employet-
Sponsored Health Benefits and from a sirnilar survey conducted by the Health Insurance of Association of
America in 1988.

The Kaiser Family Foundation, based in Menlo Park, California, is an independent national health care
philanthropy and is not associated with Kaiser Permanente or Kaiser Industries.

The Health Research and Educational Trast is a private, not-for-profit organization involved in research,
education, and demonstration programs addressing health management and policy issues. Founded in 1944,
HRET, an affiliate of the American Hospital Association, collaborates with health care, government,
academiic, business, and community organizations across the United States to conduct research and
disseminate findings that help shape the future of health care.
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U.6, DEPARTMENT OFf HEALTH ARD HUMAN SERVICES

FOR IMMEDIATE RELEASE Contact: CDC Press Office
Thursday,Oct. 7, 1999 (404) 639-3286

SECRETARY SHALALA URGES OLDER AMERICANS TO GET
1999 FLU SHOT

------ T

I{HSSccretaryDonna E. Shalala today ufged older Americans to startgettmg their 1999 flu shots to
help protect against potentially life-threatening influenza infections.

Each winter, a flu epidemic sweeps the country and is responsible for killing on average 20,000
Americans, most of them over age 65, While 65 percent of seniors receive the flu shot, millions more
remain unprotected, even though the vaccinations are free under Medicare.

"The flu poses a serious potential hazard to older Americans, but it's 2 hazard we can all protect against,”
Secretary Shalala said. "Every senior citizen needs to know that flu and pneumonia shots are convenient,
free under Medicare, and sometimes lifesaving. Tragically, many serious cases of flu and even deaths
could be prevented through immunizations. Fiu shots work, but not when the vaccine sits on the shelf."

Pneumococcal disease, a common cause of pneumonia, kills more than 10,000 Americans each year,
many of them age 65 and older. "Together, influenza and pneumococcal disease are the most common
causes of death in Americans from diseases that can be prevented by vaccines," Secretary Shalala said.

Flu shots must be given every year because the influenza virus changes from year to year and because
antibody protection from the vaccine wanes over time. Flu vaccine is specifically recommended for
people who are at high risk for developing serious complications as a result of influenza infection. These
groups include all people aged 65 years or older; all people in nursing homes; and people of any age
with chironic diseases of the heart, lung, or kidneys, diabetes, immunosuppression or severe forms of
anemia.

Adults with diabetes are three times more likely to die from influenza. This is the second year of a _
Centers for Disease Contro! and Prevention (CDC) campaign encouraging people with diabetes to get an
annual flu shot. The campaign consists of public service announcements in English and Spanish,
information for health-care providers and health systems interventions to ensure that patients with
diabetes are reminded to get a flu shot.

The CDC recommends that the best time to conduct annual vaccination campaigns is between October
and mid-November. However, after mid-November, people may still benefit from influenza vaccination,
even after flu cases begin to occur in the community. Pneumococcal shots are recommended for most of
the same people who should receive flu shots. Pneumococcal shots are usually given once and do not
need to be repeated annually.

The CDC reports today that influenza A(H3N2) viruses continued to predominate worldwide during
May through Septernber, 1999. In the United States, summer influenza activity included an outbreak of
influenza A(H3N2) virus infections among tourists to Alaska and the Yukon Territory. The surveillance
data are contained in CDC's Morbidity and Mortality Weekly Report (MM WR) this week.

Also in the MMWR is a report on reasons given by Medicare beneficiaries for not receiving influenza or

pneumococcal vaccinations. Not knowing vaccination was needed was the most commonly reported
reason for not receiving influenza (19 percent) or pneumococcal (57 percent) vaccination. Cost was a

10/29/99 4:18 PM
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factor for less than 2 percent.

."We must be vigilant during this time of year to take every opportunity to vaccinate our older adults and

peoplg yvith chronic illnesses to protect them from influenza and pneumococcal disease, These vaccines
are critical to the health of our older Americans," said CDC Director Dr. Jeffrey Koplan.

Overall, 45 states have already surpassed the Year 2000 goal of having 60 percent of seniors immunized
against the flu. But while 68 percent of white Americans over age 65 usually receive flu shots, statistics

from 1997 show that only 50 percent of African Americans and 58 percent of Hispanics were
vaccinated.

Medicare coverage for flu shots for the elderly began in 1993, as the Clinton Administration launched an
effort to increase immunization rates among older adults. The shots are free for those enrolled in
Medicare Part B from physicians who accept Medicare payment as full payment. Medicare also covers
vaccinations against pneumonia. A beneficiary who has not previously received the pneumococcal
vaccine can obtain it at the same time as the flu shot.

"Millions have benefited from the flu and pneumonia shots that Medicare provides, but millions more
still need them," said Michael Hash, deputy administrator of the Health Care Financing Administration
(HCFA), the agency that runs Medicare. "Too often, people don't get the immunizations that could save
their lives. People age 65 and over are more likely to get flu or pneurnonia and to experience serious
complications. That's why we're reaching out to remind beneficiaries that it's important to get their shots
and that they are covered by Medicare."

HCFA has undertaken an aggressive outreach program to remind seniors of Medicare's free flu
vaccination benefit. The agency is mailing nearly 8 million postcards in four Janguages to remind
Medicare beneficiaries to get immunized and is distributing posters to senior centers, clinics and other
places where Medicare beneficiaries are likely to see them. In addition, HCFA plans to air two
30-second television public service announcements in six target cities during flu season this year, and
television and radio announcements have been produced in English and Spanish for local outlets to use
across the country.

As part of its efforts, HCFA also is reaching out to African American communities to raise awareness
about the need for flu shots, Medicare's quality-review organizations have begun a three-year project to
measurably reduce death rates among Medicare beneficiaries. These organizations also have joined with
historically black colleges and universities to develop strategies for boosting immunization rates among
Affrican American beneficiaries. HCFA also is distributing a half-hour video documentary on the 1918
flu epidemic that took a heavy toll on Baltimore's African American population.

For more information about receiving a flu shot covered by Medicare, call toll-free 1-800-638-6833 or
visit Medicare's Web site at http://www.medicare gov. For more information about influenza discase and
CDC's recommendations for influenza vaccination, call the CDC National Jmmunization Information
Hotline at 1-800-232-2522 (English) or 1-800-232-0233 (Spanish), or visit CDC's Web site at
htip://www.cdc.gov/nip. For weekly updates on influenza cases during the season, visit
http://www.cdc.gov/ncidod/diseases/flu/weekly.htm.

HH#

===

Note: For other HHS Press Releases and Fact Sheets pertaining to the subject of this announcement,
please visit our Press Release and Fact Sheet search engine at: http://www.os.dhhs.gov/news/press/.

10/29/99 4:18 PM.



R VMR

y . > YA
LU/ 2¥/8Y  FKL1 10141 FAA ZUZ GYU (318 DHHS/ AS

~ HHS EAGT S

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

April 20, 1999 Contact: CDC Press Office
o (404) 639-3286

NATIONAL INFANT IMMUNIZATION WEEK

"The Clinton Administration has achieved remarkable success in raising childhood
immunization rates, but too many children still are not fully immunized, putting them at risk for
vaccine preventable diseases. We must redouble our efforts to make sure every child is fully
immunized by age twa - with a special emphasis on reaching minority children.” ~HHS Secretary
Donna E. Shalala

Overview: Childhood immunization was one of the earliest priorities of the Clinton
Administration. Vaccination has been one of the 20" Ceniury s most effective 10ols for
preventing disease and death. Today, the world is free of smallpox; polio has been eradicated
Jrom the Western Hemisphere and we are on the verge of eliminating polio from the world
community, childhood vaccination levels in the United Slates are at an all-time high; and
diseases and death from diphtheria, tetanus, measles, mumps, rubella and Haemophilus
influenzae type b are at record lows. Before vaccines these diseases were common, causing
hundreds of thousands of cases, and thousands of deaths per year in the United States.
Fortunately, today most Americans no longer have first-hand knowledge of most of these
diseases. Childhood immunization rates have reached all-time highs, with 90 percent or more of
America’s toddlers receiving the most critical doses for children by age 2. While childhood
immunization are at a record high of 78 percent, about 900,000 children under age 2 still have
nol received all their immunizations. National Infamt Immunization Week (April 18 - 24) isa
critical part of the Clinton Administration’s effort to ensure that all children get the shols they
need, when they need them.

National Infant Immunization Week

In 1994, President Clinton declared the last week in April as "National Infant
Immunization Week" to focus attention on the importance of proper immunization for infants and
toddlers. Communities across the country use this week to increase awareness of and access to
immunization services by expandiag clinic hours; distributing information at supermarkets, movie
theaters, and other public places; canvassing neighborhoods; holding immunization fairs, and
creating new partnerships with businesses and community groups. In 1998 there were more than
500 NIIW events held across the United States.
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National Infant Immunization Week - 1999

Events are planned across the country in all 50 states to commemorate the 1999 National
Infant Immunization Week (April 18-24). This year’s theme is “Immunization: Our Work Has
Just Begun.” The health status of Hispanic children in the United States has become an important
national issue as a result of the rapid growth of the Hispanic population and because over 50
percent of Hispanic children live below the poverty line. Because the media is a primary source of
immunization information for the Hispanic community, HHS Secretary Donna E. Shalala
announced a new Spanish-language public awareness campaign at an event in Washington, D.C.
The 1999 Spanish-language PSAs are part of a nationwide effort to create and distribute
educational materials that are culturally relevant and language appropriate to help raise Hispanic
immunization rates to the national average. The Spanish-language theme, “Vacunelo A
Tiempo...Todo el Tiempo™ or “Vaccinate your children on time, every time,” conveys the
importance of immunizing children on time, every time, and encourages parents and caregivers to
talk with their health care provider to make sure their child is up to date by the age of 2 years.
The Spanish-language radio PSA is narrated by John Secada, a popular Spanish-speaking
musician,

The official kick-off event of the 1999 National Infant Immunization Week (NITW) was in
Chicago Illinois on April 17" at a rally involving the Centers for Disease Control and Prevention
(CDC), State, and local officials and partners, and community groups. Following the rally, over
3,000 volunteers went into some of Chicago area’s most difficult to motivate neighborhoods and
approximately 40,000 homes to remind parents and caregivers to have their children immunized
on time. Chicago was chosen by CDC for the national kickoff because of strong partnerships
between public and private organizations, ongoing efforts to raise immunization coverage rates,
and is one of 11 cities designated as a "pocket of need" by CDC’s National Immunization
Program.

Other Childhood Immunization Outreach EfTorts

Over the past five years, CDC's National Immunization outreach program has worked to
increase community participation, education and partnerships through the following activities, in
addition to NIIW:

By the year 2000, the President's Racial and Ethnic Health Disparities Initiative will work
to achieve and maintain childhood immunization rates of 90 percent for all population groups. We
are already closing the gap in immunization rates among the poor and racial and ethnic groups.
But we will not rest until the gap has been totally eliminated.
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As part of this effort, in FY 1999, CDC has $10 million for a community-based
demonstration program in up to 30 communities, which will focus on eliminating racial and ethnic
health disparities. The President has requested $35 million for this program in FY 2000, and the
President’s FY 2000 budget also includes $70 million for Community Health Centers to enhance
services targeted to reducing health disparities.

New partnerships have been formed throughout the country. McDonald's, Proctor and
Gamble, K-Mart, and the Kiwanis and Rotary clubs are just a few of the organizations that have
joined the outreach effort.

A special partnership with Americorps (the Corporation for National Service) provides
volunteers for a wide range of immunization outreach activities, including review of vaccination
records in public health departments, placing calls to remind parents when shots are due, and
traveling door-to-door to identify under-immunized children.

Extended clinic hours during NIIW and throughout the year are enabling health
departments and providers to reach under-immunized children,

The national Dr. Seuss campaign, launched in October 1997, features a series of six
immunization posters, three in Spamsh, each featuring a different Dr. Seuss character telling an
immunization story in rhyme. The art for all six posters was donated by Mrs. Audrey Geisel,
widow of Dr. Suess author, Theodore Geisel. The Centers for Disease Control and Prevention

- has distributed nearly 100,000 of the limited-edition posters to health care providers, medical

clinics, community centers, and schools for display.

Access to immunization information and immunization schedules are available on CDC's
homepage at http://www.cdc.gov. A toll-free information service refers callers to local
immunization providers and provides prerecorded information in both English and Spanish. The
toll-free number in English is: 1-800-232-2522, and the number in Spanish is: 1-800-232-0233.

During 1998, public service announcements in both English and Spanish were distributed
to more than 1,800 television stations, 8,000 radio stations and 15,000 print publications. The
Spanish-language PSAs were part of a nationwide effort to create and distribute educational
materials to help raise Hispanic immunization rates to the national average and the
English-language PSAs reminded parents and caregivers that potentially life-threatening diseases
do exist today and children are at risk because nearly one in four is not properly immunized.

The Childhood Immunization Initiative

National Infant Immunization Week and other year-long outreach efforts are all part of the
Clinton Administration's comprehensive Childhood Immunization Initiative (CIT). The Initiative
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aims to increase childhood immunization rates now, and put in place a system to sustain high rates
in the future.

The national initiative addresses five areas:

1. Improving the quality and quantity of immunization services
2.Reducing vaccine costs for parents

3.Increasing community participation, education and partnerships
4 Improving systems for monitoring diseases and vaccinations

5 Improving vaccines and vaccine use.

The Clinton Administration has increased the resources devoted to immunization efforts.
In all, funding for childhood immunization has more than doubled since FY 1993. The President's
FY 2000 budget includes $704 million for vaccine purchase and $367 million for immunization
program activities. '

Today, the number of preschool children properly immunized in the United States is at an
all-time high. President Clinton announced in July 1997 that the nation had exceeded its childhood
vaccination goals for 1996, with 90 percent or more of America's toddlers receiving the most
critical doses of vaccines.

Childhood vaccines prevent 11 infectious diseases: polio, measles, diphtheria, mumps,
pertussis (whooping cough), rubella (German measles), tetanus, Haemophilus influenzae type b (a
cause of spinal meningitis), varicella (chicken pox), rotavirus, and hepatitis-B.

Each day 11,000 babies are born, To be fully protected, each of these children need to
receive 15 - 19 doses of vaccine by the age of two.

Children are required in many states to be immunized in order to enter school, and 95
percent or more of American children are adequately vaccinated by kindergarten, Yet hundreds of
thousands of pre-school children are not adequately protected against all possibly fatal illnesses.

With increasing numbers of children more readily exposed to infectious disease in day-care
settings and elsewhere, complete immunization by age 2 is critical.

Failure to immunize can lead to new outbreaks of disease. In 1989-91, a measles epidemic
resulted in more than 55,000 reported cases, 11,000 hospitalizations, and more than 120 deaths.
Over half of the deaths were children under 5 years of age.

#it#
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~ FEINSTEIN AMENDMENT NO. 737 (Senate - June 24, 1999)

{Page: $7609] Link to GPO's PDF version for this page, HEW

Mrs. FEINSTEIN propzsed an amendment to the bill, S. 1233, supra; as follows:
At the appropriate plac:, insert the following:

SEC. XX. PROMOTING GOOD MEDICAL PRACTICE.

(2) In General: Subpart B of part 7 of subtitle B of title I of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1185 et seq.) is amended by adding at the end the following:

"SEC. 714. PROMOTING GOOD MEDICAL PRACTICE.
*(a) Prohibiting Arbiti-ary Limitations or Conditions for the Provision of Services:

(1) In gemeral: A group health plan, or a health insurance issuer in connection with health insurance
coverage, may not arbitrarily interfere with or alter the decision of the treating physician regarding the
manner or sctting in which particular services are delivered if the services are medically nccessary or

appropriate for treatment or diagnosis to the extent that such treatment or diagnosis is otherwise a
covered benefit.

"(2) Construction: Paragraph (1) shall not be construed as prohibiting a plan or issuer from limiting the
delivery of services to one or more health care providers within a network of such providers.

*(3) Manner or setting defined: In paragraph (1), the term “manner or setting' means the location of
trcatment, such as whether treatment is provided on an inpatient or outpatient basis, and the duration of
treatment, such as the number of days in a hospital. Such term does not include the coverage of a
particular service or tre:atment.

"(b) No Change in Coverage: Subsection (a) shall not be construed as requiring coverage of particular
services the coverage o:” which is otherwise not covered under the terms of the plan or coverage or from
conducting utilization raview activities consistent with this subsection.

*(c) Medical Necessity or Appropriatcness Defined: In subsection (a), the term “medically necessary
or appropriate’ means, with respect to a service or benefit, a servicc or benefit which is consistent with
generally accepted prin:iples of professional medical practice.

'(d) Plan Satisfaction of Certain Requirements: Pursuant to rules of the Secretary, if a health
insurance issuer offers lealth insurance coverage in connection with a group health plan and takes an
action in violation of ary provision of this subchapter, the group health plan shall not be liable for such
violation unless the plan caused such violation.

‘(¢) Applicability: The provisions of this section shall apply to group health plans and health insurance
issuers as if included in--

*(1) subpart 2 of part A of title XXVII of the Public Health Service Act;

*(2) the first subpart 3 cf part B of title XX V]I of the Public Health Service Act (relating to other
requirements); and

'(3) subchapter B of chitpter 100 of the Internal Revenue Code of 1986.

6/30/99 7:54 PM
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'(f) No Impact on Social Security Trust Fund:

‘(1) In general: Nothing in this section shall be construed to alter or amend the Social Security Act (or
any regulation promul zated under that Act).

*(2) Transfers:

*(A) Estimate of secretary: The Secretary of the Treasury shall annually estimate the impact that the
enactment of this section has on the income and balances of the trust funds cstablished under section 201
of the Social Security .Act (42 U.S.C. 401).

'(B) Transfer of funds: If, under subparagraph (A), the Secretary of the Treasury estimates that the
enactment of this secti »m has a negative impact on the income and balances of the trust funds established
under section 201 of th Social Security Act (42 U.S.C. 401), the Secretary shall transfer, not less
frequently than quarteily, from the general revenues of the Federal Government an amount sufficient so
as to ensure that the income and balances of such trust funds are not reduced as a result of the enactment
of such section.

‘(g) Limitation on actions:
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WASHINGTON, WEDNESDAY, JUNE 23, 1999
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Senate

Senator Dianne Feinstein

EMPOWERING DOCTORS TO MAKE MEDICAL DECISIONS

Mrs. FEINSTEIN. Mr. Presidens, I

~am on the floor because I anticipated

that at 2 o'clock we would be ronturning
to the agriculture appropriations bill. I
indicated this morning that I would be
proposing an amendment to that bill
that has to do with giviog tie physi-
cian the right to provide inedically
necessary services in a settizg which
that physician believes is best for the
patient, T now seé that this has becn
postponed an hour, so I wounld like to
speak to the amendment now and then
introduce it at 3 o'clock. I hipe there
will be no objection ta that.

1.et. me begin by saying, orce again,
what this- mmendment doe:i BEssen-
tially, the ammendment Say:; that 'a
group health.plan or a health Losurance
issuer, in connection with heslth insur-
ance coverage, may nol arbitrarily
interferc with or alter the d:cision of
the treating physiclan regatling the
manner or the setting in which pat-
ticular gervices are delfver:d if the
services are medically necessiry or aD-
propriate for treatment or dizgnosis, to
the extent that such treatment or dtag-
nosis is otherwise a covered banefit.

I read that specific languagn becausc
it is important to understani that be-
cause most people buying a tealth in-
surance plan believe that their doctor
js, in fact, going to be prescribing the
treatment that is best for them, not
the treatment that is the least cosg ef-
fective, not the treatment that might
run & risk to the patient but be good
for somebody else, but the treatment
or the procedure, in an appropriate sct-
ting, that is right for that patient.
What is right for a patient who is 18
years old may not be right for a pa-
tient who is 75 ycars old, wnd so on. I
will read from the legislatior. the defi-
pition of ‘‘medical necessiL;r” or ‘‘ap-
propriateness':

The term “'medical necessity” or “appro-
priate’” means, “'with respect to n service or
2 benerlt, & service or hunelit which is con-
sintent with generally accepted srinciples of
professional medica] pracrnice.’”

Thal is something thal everyone ¢x-
pects, thal everyone is accustomed Lo
in this Nation, and 1 belicve that is the
way medicine should, in fact, be prac-
ticed. T am verv vleased Lo sav the lan-

larger Pavtents’ Bill of Rights (S. 6) is
supported by some 200 organizations 211
across the United States, including the
American Academy of Emergency Med-
fcine; the American Academy of Neu-
rology; American Academy of Pediat-
rics: American Association of Univer-
sity Women; American Cancer Society:
American College of Physicians Amer-
jcan Heart Association! American Lung
Assoclation, and the American Medlcal
Association, which is the largest asso-
ciation of practicing physicians in the
country. '

_ Then there is the American Psycho-
logical Association; the American Pub-
lic Health Association: the American
Society of Clinical Oncology; virtnally
every breast cancer organization; the
Consumer Federation of America: the
Epilepsy Foundation; the Leukemisa
Society: the National Alllance of
Breast Cancer Organizations: the Na-
tional Association of Children's Hos-
pitals; the National Assocjation of Peo-
ple with AIDS; thc National Council of
Genior Citizens; the National Rlack
Women's IHHealth Yroject: the National
Breast Cancer Coalition: the Older
Women's League; thc Paralyzed Vet-
erans of America—on and on and on.

This is a widely accepted amendment
that virtually bas the support of every
professional and patient orpanization
that deals with health care anywhere
in the United States.

Let mo read a statemcnt from the
American College of Surgeons, CCr-
tainly .the most prestigious body for
surgeons, and one Lo which my hus-
band, Bert Feinstein, belonged:

We believe very strongly that any health
¢are BYstem Or plan thut removes the aur-
gcon and patient {romn the medical decizion-
making process only undermives Che quality
of that patient’s fare snd his or her health
and well-being.

Similarly, thc American Medieal Assocla-
tion has said, “Medicr] dectsions should be
made by patients and their physicians, rath-
er thon by losurers or legisiators.”™

I have worked on this now for 3
years. Tn the last Cougress, I intro-
duced Jegislation to allow doctors to
decide when to discharge a woman
from the hospital after a mastectomy.
I did this with Senator D'Amato in the

in thic Congress. ‘And I introduced a
bill that would allow doctors to decide
when to discharge a person from the
hospital after any procedure or treat-
ment, with Senators D'Amato and
SNOwWE.

Why do we need these bills? Senator
MixyLsxi from Maryland this morning
made a very impassioned case about
mastectomies. And we learned in 1997
that women were being pushed out of
the hospital on the same day after a
mastectomy.

I was amazed to hear from a woman
named Nancy Couchot of Newark, CA,
who wrote me in 1997 that she had a
modified radical mastectomy at 11:30
in the morming and was released from
the hospital by 4:30 that afternoon. She
could not walk to the bathroom with-
out help. She said in her letter:

Any woman, under these circumstances,
should be able to opt for overnipght 5tay to
recelve professional help and strong pain re-
lief. .

Victoria Berck of Los Angeles wrote
that =he went in at 7:30 a.m. and was
released at 2:30 p.m. with drains at-
tached to her body. She said, 'No civ-
jlized country in the world has a mas-
tectomy as an outpatient procedure.*

It was a very large health carc net-
work in California that was dojng these
s'drive-through™ mastectomies on the

same day. )
I believe “drive-through"'
mastectomies have been largely

stopped. but patients had to rise up,
and patients had to say you can'l do
this to me. You can't push mc out &
few hours after an anesthetic with
drains in my body, having had a radical
mastectony and not being able to take
carce ol myself.

What if the woman is 75 instead of 25?
It makes no sense.

We also learned that {nsurance plans
were insisting one-night hospital stays
if you had a child.

We learned that babies—infants-—
were going home with jaundice, and
they had to come back to the hospital
for treatment once, twice, or Lhree
times. There was & lot of “tsk-tsking. ™
What a terrible procedure. How could
they  do thiz? Now it has changed bde-
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cause Congress acted, requiritiy a min-
imum of two days for childbi *th, for a
normal delivery. What 1If yoc need 5
days for care, or 6 days for cars?

The polnt is. that it should bz a deci-
sion made by the physician, [t should
not be countermanded by som:one un-
qualified to make that decisio 1,

‘A California ncurologist told us
about a 7-year-old girl with an ear in-
fection who went to the doctor with a
high fever which develaped Into pneu-
monia, and she was hospital :ed. The
HMO Insisted that she be sent home
after 2 days: She ended up ret irning to
the hospital three times, sicker each
time to the point where she (liveloped
meningit{s. The doctor said tlat if she
had stayed in the bhospital foc § to T
days the first time that she could have
been given antibiotics, been menitored,
and would not have gotten moaningitis.

What is the problem? .
Let me rea.dD the definition ¢f medical

nec¢essity in an insurance coniract pro-
vided to me by the American Medical
Association. This is from th: Aetna/
U.S. Healtheare standard Tuexas con-
tract. I gquote: “Health care services
that are appropriate and consistent
with the diagnosis in accordiince with
accepted medical standards nd which
are likely to result in demonstrable
medical benefit,” and here is .he point,
“and which are the least costly of al-
ternative supplies or levels of service.”

It is naot *‘and/or.** It is “and which
arc the least costly."

So if you belong to Lhat plan and
there is a drug that is the leact costly,

perhaps not as effective or perhaps not .-

good for you with your prescnt condi-
tion, or because of your age, that is the
drag you are forced to take because the
insurance plan says go, desph.te what
the doctor says. If there i8 a ¢ jagnostic
process that may be less effective than
an MRI, that MRI i5 very oftcny prohib-
ited for you. .

‘What is happening out thero” What is
the problem? .

The problem is that doctort are find-
ing insurance plans overriding- their de-
cisions, dictating their decizions, sec-
ond-guessing thelr decisions about
what is medically necessary.

We aim in this amendmert to give
that basic right of medical practice
back to the physician. .

In fact, today doctors all across this
Nation will tell you that they spend
hours hassling with insurancc company
accountants and adjusters » justify
medical necessity decisions —why a
person needs another day in ¢. hospital,
why a person needs an MRI, why a pa-
tient needs a blood test, why 1 patient
should get this drug instcad of that
drug.

Seventy percent of doctcrs across
this great Nation say they re forced
to exaggerate a patient's syriptoms to
make sure HMOs don't discharge pa-
ticnts from hospitals prematurely.

Is this the kind of medical care that
we want to see HMOs press us toward
where a doctor has to lie, fahricate, or
cxaggerate the condition of the patient
to be sure that patient get: what is
medically appropriate for that par-
ticular patient? I Lruly think not,

Every patient is different. Jivery pa-
ttent uriongs to a situation 1is or hee

own uniguee history and bhio ogy. Doc-
tors should be able to use their best
professional judgment in ench indi.
vidual case hased upon the needs or

Pneumentia in a 30-year-old patient is
different {rom pneumonia in a 70-year-
old -patient. Doctors know the dif-
ference, and most of us do, too.

A Muaryland purse safd: I spend my
days watching the care in my unit be
directed by faceless people from insur-
auce companies on the other end of the
phone. My hospital employs n full-time
nurse whose entire job is to talk to in-
EUrance reviewers.

I myself in 1989 had to have a
hystercctomy. I was extraordinarily
anemie. As I was in the hospital for a
blood transfusion, the phone rang. I
picked up the phone, It was my insur-
ance company. What they said to me
is: Why are you still in the hospital?
You are suppased to be out of there by
now.

My only response was: I am here be-
cause I am currently having a blood
transfusion. :

A patient shouldn't have to go
through this. It happened Lo me. You
can be sure it is happening all across
this country.

Doctor Robert Weinman told the San
Jose Mercury News that a daetor pre-
seribed a brain wave test for a con-
vulsing epileptic c¢hild. The HMO
board—consisting of one acceountant,
the chlef financial officer, and one doc-
Lor—refused + coverage, depriving the
doctor of the necessary diagnastic in.
formation.

On June 14, just a couple of weeks
ago, & California nurse practitioner
told my staff that insurance plans will
allow people with ulcers to tuke
Prilosec for only 4 to 6 weeks, cven
though the pastroenterologists say
that it is neoeded for a longer period.
Plans say patients can take Tagamet,
which is cheaper but not as effective
for this particular condition.

This {s what this amendment seeks
to avold. .

The doctor should be able to pre-
Scribe bascd on medical necessity what
is appropriate to cach paticnt—a. hal]-
mark of good medical care.

A California doctor told us about a
patient who needed a total hip replace-
ment because her hip had failed. The
doctor said that patient shonld remain
in the hospital for 7 days. The plan
would only authorize 5 days.

Let me quote once again from a Los
Angeles physician.

Many doctors are demornlized. They feel
like they have taken a beating in rocent
years. . .pbysicians trajn years to lcarn how
to practice medieine. They work long hours
practicing thoir field, Under this health care
system, that Craining and hard work often
scem firrclevant. A bureaucrt dictatss how
doctors are allowed to treat parties, . . When
I toll somcone he is fit to leave the hospltal
after an operation, 1 am often given an ae.
cusing stare. Sometimes my patlents cven
say: “Is that what you really think or are
you caving in to HMO pressure Lo cut corners
on care?"

Medicine shouldn't have to be prac-
ticed this way in the United States of
America.

Over 80 percent of the people of my
State are in some form of managed
care. California has been a laboratory
for managed care. Californians are
speaking out on the issue. Over one
half of Californians say that major
changes are needed in our health Care
System. Californians say they have Lo
wait for care longer, they are rushed
through appointments, they have to
navigate impersonal systems  when

008

A gurvey of 900 doctors in California’
found that 7 out of 10 were dissatisficd
with managed care organizations. In-
surance companies have invaded the
examining room, thc emecergency room,
and the hospital room. The *‘eare’’ is
rapidly going out of health care, Get-
ting good health care should not be a
battle,

I think everyone fn this body under-
stands HMOs can be effective good,
they can reduce costs in a medically
accéptable way. And that is the key—
in 2 medically acceptable way, without
adversely impacting the patient. The
way Lo do this i$ not to countermand
the physician, not to tell the physician
what drug he or she can or eannot Five
4 patient based on the cost, not to eIl
a physician he has to conduet a radjcal
mastectomy at 7:30 in the morning, r¢-
moving somectimes both of a woman'’s
breasts and lymph noedes. and push her
out on the street with drains in her
chest and pain coursing through her
body. That isn't good health care for
anyone, . .

This is a simple amendment. It is
supported by virtually over 200 health
arganizations. '

Some might say why not wait until
we work out an agreement so a Pa-
tients' Bill of Rights—whether it be
Democrat or Republican—can come to
the floor. I have waited for 3 years for
an opportunity te move this kind of
legislation. We cannot wait any longer.
Senator D'AMATO and I, 3 years ago,
held a press conference urging this
kind of legislation. Senator SNOWE and
I, in this Congress, have introduced
similar legislation.

The beauty of this amendment, that
I want to bring before the Senate for a
vote, is that it states very simply that
health insurance coverage may not ar-
bitrarily interfere or alter the decision
of the treating physician reparding the
manner or setling—hospita)l, emer-
gency room, outpatient clinic. what-
ever it is—in which particular services
are delivered, if the services are medi-
cally nceessary or appropriate for
treatment or diagnosis.

Every single patieat in managed care
anywhere 1n the United States of
America will be better off Lhe sooner
this amendment becomes law.

I believe to wait ig wrong, I believe to
wait will cost lives. I believe to wail
will increase morhidity. I believe to
wail igs unfair to the physicians who
are trained, able. and ready to carry
out their profession.

I am hopeful I will have ag oppor-
tunity, in 25 minutes when the agricul-
tural appropriations bill i3 on the floor,
to offer this amendment which is
broadly und widcly supported all HETOSS
the United States. Once and far all. the
Physician and the patient will together
make the medical decisions—not a
Freen cyeshade somewhere in a remole
HMO office.

I yield Lhe fioor.

R
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Mrs. FEINSTEIN. I thank this Chalr,
and T thagk thé Senator {rom Nevada.

Mr. President, when we return to the
bill, {t will be my intention tc offer an
amendment to the agricultuie appro-
pristions bill, I think that mir amend-
ment will deal with one of the most
fundamental concerns In heslth carc
today: that is, the restoratior to the
phyeician of the basiq right of patfent
care, patient treatment, and (o be the
determinator of patient care and the
length of haspital stay. o
‘I think one of the things we have
seen emerge in health care thoughout
the United States in the past 2 to 3
years 1§ the development of the so-
called green eyeshade of an HMO deter-
mining what is appropriate patient
care, regardless of the physical condi-
tion of an individual paticnt.

The amendment I will offcr essen-
t{ally says that a group health plan or
a health insurance issucr, in conncc-
tion with health insurance «overage,
‘may not arbitrarily interfere with or
alter the declsion of the treating physi-
cian regarding the manner or setting in
which particular secvices are delivered.
if the services are medically rccessary
or appropriate for treatment or diag-
nosiz to the ecxtent that such ftreat-
ment or diagnosis i3 otherwise a cov-
ered benecfit. In other words, 'if you
have coverage for a treatment 1n your
plan, the physician determines thal
treatment based on you. based on your
needs, based on your iliness—rot based
on the caleulation of a green iyeshade
in a health insurance plan.

My father was a surgeon. He was
chief of surgery at the University of
California. My husband, Be Fein-
stein, was a neurosurgeon. I rew up
and lived a good deal of my life in a
medical family. In all of that rime, the
doctors determined the approp.tiatencss
of care, the doctors dcterm ted the
length of hospitalization, the doctars
determined whether a particular treat-
ment was suitable for an ind . vidual—
not an arbitrary HMO, not pl:irsicians
out of context of an Individu:il physi-
cian and patient. .

 Every person sitting in thit gallery
today is different, one from the other.
They are different in how they react to
drugs. They are different in how they
react to radiation—

The PRESIDING OFFICER. “"he time
allotted to the distinguished Senator
from California has ¢xpired.

Mrs, FEINSTEIN, If I may Grish my
sentence.

Mr. NICKLES. 1If T might juii: inter-
rupt. I apolegize. Y was not on the floor
earlier,

EXTENSION OF MORNDIG
BUSINESS

Mr. NICKLES, I ask unanimaas con-
sent that ecach sidc have 20 mijutes of
add{tional time for morning business,

The PRESIDING OFFICER. [5 there
an objection?

Mr. REID addressed the Chair

The PRESIDING OFFICER. The time
has expired in regard to the fenator
from California.

Hearing none. without objectizn, it is
50 ordered.

Mr. REID. Mr. President, [ ask
through the Chair to the Senatir from
California, how muech addition.i}! time

Anae ko rv

Mrs, FEINSTEIN. If I could have an-
other 7 to 10 minutes at this time, T
would appreciate it very much.

Mr. REID. How about 7 minutes?

Mrs. FEINSTEIN. I will do my best
with 7 minutes.

Mr, REID, Okay, .

The PRESIDING OFFICER. The dis-
tingunished Senator is recognized for 7
minutes.

Mrs. FEINSTEIN, I thank the Chatr.
I thank the Senator {rom Nevada.

At an appropriate time, I will submit
that amendment.

Let me tell you some of the things
we arc increasingly told: That is, that
doctors have to spend hours hassling
with insurance company accountants
and adjusters to justify medical neces-
sity decisions—why a person needs an-
other day in a hospital, why a patient
needs an MRI, why a paticnt needs a
blood test, why a patient should get a
particular drug, this drug rather than
that drug. Doctors increasingly say
they have to exuggerate or lle so their
patients can get proper medical care.

In USA Today, an article was run
saying that 70 percent of doctors inter-
viewed said they exaggerate paticngs'
symptoms to make sure HMOs do nov
discharge patients from hospitals pre.
maturely. Seventy percent of doctors
indicate that they do not tell the truth
about & patient's condition so they can
be assurcd that that patient gets ade-
quate hospital care,

Now. is this what we want? 1 don't
think it is. I think the doctor's deci-
sion, based on an individual's condi-
tion, should be the averriding decision
that determines medical necessiLly, The
amendment T will introduce will ensure
that that happens.

In the HHS inspector gencrzl’s report
of Junc 1998, the following finding was
made: Most doctors think werking in a
Medicare HMOQ restrigts their clinical
independence and that HMOs' cost con-
cerns influence their treatment deci-
sions. Mr. President, every patient ls
different and brings to a situation his
or her own unique history and bdbiology.
Only a physician who is trained to
evaluate the unique nceds and prob-
fems of a patient can properly diagnose
and treat an individual.

A Los Angceles doctor by the name of
Lloyd Krieger said:

Many doctors are dcmoralized. Thcy (eel
like they have taken s beating in recent
venrs. Physicians yrrin years to learn how Lo
practicc medicine. They work long hours
practicing thetr {icld. Under this health care
systermn, that training a2nd hard work often
secmne irrelevant, A bareaucrat decides how
docrors are allowed Lo treat patlents.

Dr. Krieger says:

When T tell someone he is fiL to Jeave the
hospital after an operation. I am often given
ab accusing stare. Sometimes my patient
asks: Iz that what you really think or arc
you caving in to HMO pressure to cut corners
on care?

Here's another example: A California
pediatrician treated a baby wich infant
botulism, a toxin that spread from the
intestine to the nervous system so the
child really couldn't Lreathe well. The
doctor prescribed a 10- to 14-day hos.
pital stay. That doctor thought that
length of stay was medically necessary
for that particular baby. The insurance
plan cut it short, saying the rmaximum

that baby could remain in the hospital
wane 1 uranl Mhnt mlactdunr v

AR

The amendment I will introduce at
the appropriate time, and that I so
hope this body will agree to, will cn-
sure that medically appropriate and
nacessary treatment is prescribed by
the physician and not contradicted by
a green eyeshade,

I very much hope this body will ac-
cept it. T have introduced this kind of
amendment now with Senator D'AMATO
S A cospunsor and with Senator OLYM-
PIA SNOWE as a cosponsor. Perhaps the
time has come to have the opportunity
to pass this amendment and to get it
done once and for all.

I thank the Chair, I thank the Sen-
ator frorn Nevada., and I thank the Sen-
ator {rom Massachusetts as well,

I yicld the floor,
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S. 1344 - Patients’ Bill of Rights Act of 1999
(Sens. Lott (R) MS and Nickles (R) OK)

The President strongly supports enactment of S. 1344, which is identical to S. 6, the original
Senate Democratic Patients’ Bill of Rights. This bill is a strong and enforceable patients’ bill of
rights. It includes important patient protections, such as the right to emergency care wherever
and whenever a medical emergency arises; the right to talk freely with doctors and nurses about
all the medical options available, not only the cheapest; and the right to an internal and external
appeals process that allows patients to address their concerns and grievances. The President is
particularly pleased that this legislation includes every patient protection recommended by the
Advisory Commission on Consumer Protection and Quality in the Health Care Industry.

Since November 1997, the President has been calling on the Congress to pass a strong,
enforceable, and bipartisan patients’ bill of rights. S. 1344 represents the first test of whether this
Congress is serious about providing Americans with a strong, enforceable, bipartisan patients’
bill of rights to ensure high quality health care. The President is committed to working with the
Congress to pass a strong, enforceable, bipartisan patients’ bill of rights this year.

The Republican Leadership may seek to amend S. 1344 by substituting the provisions of S. 326,
as reported by the Senate Committee on Health, Education, Labor, and Pensions. Unfortunately,
S. 326 is seriously flawed. It covers too few people, it provides insufficient patient protections,
and it contains unnecessary and irrelevant provisions that undermine the chances for a bipartisan
agreement on a patients’ bill of rights. As such, the Administration strongly opposes S. 326, as
currently drafted. If the text of S. 326 as reported were presented to the President, his senior
advisers would recommend that he veto the bill.

S. 326 contains numerous shortcomings. First, most of S. 326 applies to only a narrow segment
of health plans, leaving more than 100 million Americans without these patient protections. The
President has repeatedly stated that every enrollee should have access to the protections in the

patients’ bill of rights.

Second, S. 326 does not include many critical provisions that are necessary to ensure high quality
care. The following protections are either absent from this legislation or are insufficient:

External appeals. The weaknesses of the external appeals process are numerous and
significant. For example, S. 326 would: (1) allow plans to limit what issues are




appealable; (2) allow plans to select the review entity; (3) not expressly require that
external review be de novo; (4) not provide access to external review for claims involving
violations of the bill’s consumer protection provisions; (5) allow external review entities
to use the plan’s definition of medical necessity, making it extremely difficult for an
enrollee to prevail on appeal; and (6) not hold health plans accountable for patients that
are harmed by an unreasonable delay or denial of benefits or services.

Emergency room services. The emergency room services provision is insufficient, as it
does not: (1) prohibit plans from limiting access to an emergency room that is outside the
plan’s network; (2) prohibit plans from imposing higher cost-sharing requirements on
patients who obtain emergency care without prior authorization; and (3) address coverage
of post-stabilization care, which puts patients at risk for huge costs when a plan fails to
timely respond to a request for post-emergency services.

Access to specialists. S. 326 does not require plans to allow a woman to designate her
ob/gyn as her primary care physician. In addition, it does not ensure individuals with
chronic or serious conditions access to specialists as primary care physicians. Moreover,
it does not

require that a plan cover a specialist that is not in its network of providers, even if the
network does not have sufficient providers available to treat the condition. As such,
patients would not be ensured access to needed specialists to treat, for example, cancer or
heart conditions.

Continuity of care protections. The bill’s continuity of care protections would apply only
to individuals in institutions, women in their second trimester of pregnancy, and the
terminally ill -- not to persons with chronic or ongoing illnesses who are in the middle of
a course of treatment when their provider is dropped from the plan’s network. For
example, S. 326 would not protect a person in the middle of a course of chemotherapy or
radiation.

Third, we understand that the Republican Leadership’s planned substitute for S. 1344 will
contain provisions that have nothing to do with patients’ rights and only serve to reduce the
likelihood that an acceptable agreement can be reached on this important issue. For example, the
bill would expand medical savings accounts (MSAs). Expanding MSAs before studying the
current demonstration project enacted in the Health Insurance Portability and Accountability Act
of 1996 is premature. Under the Manager’s Amendment, the MSA tax break will likely accrue
only to the healthiest and wealthiest individuals and attract them out of the general heaith
insurance market, potentially raising premiums for all other people.

For these reasons, the President agrees with provider organizations, such as the American
Medical Association and the American Nurses Association, and virtually every major consumer
organization that S. 326 is insufficient and does not provide patients with the protections they
need and deserve. While the Administration has serious concerns with S. 326, the President
remains committed to passing a strong, enforceable, and bipartisan patients’ bill of rights this
year. His hope is that Republicans and Democrats can work across party lines to put progress



ahead of partisanship and pass legislation that gives Americans the health care protections they
need.

Pay-As-You-Go Scoring

Both S. 1344 and S. 326 would affect both direct spending and receipts; therefore, both bills are
subject to the pay-as-you-go requirement of the Omnibus Budget Reconciliation Act of 1990.
OMB’s preliminary scoring estimates of these bills are under development.
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. 326 - Patjents’ Bill of Rights Act
(Sen. Jeffords (R) VT and 10 cosponsors)

Since November 1997, the President has been calling on the Congress to pass a strong,
enforceable, and bipartisan patients’ bill of rights. S. 326 represents the first test of whether this
Congress i3 serious about providing Americans with a strong, enforceable, bipartisan patients’ bill
of rights to easure high quality health care. S. 326 clearly demonstrates that there is broad-based
consensus on the need for Federal legislation to ensure that Americans have pati it protections.
The Presidant is committed to working with the Congress to pass a strong, enforceable, bipartisan
patients’ bill of rights this year.
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Unfortunately, S. 326 is seriously flawed. It covers too few people, it provides insufficient patient
protections, and it contains unnecessary and irvelevant provisions that undermine the chances for a
bipartisan agreement on a patients’ bill of rights. As such, the Administration strongly apposes

S. 326, as currently drafted. If the bill were presented to the President, his senior advisers would
recommenc! that he veto it.

S. 326 conizins numerous shortcomings. : First, most of S. 326 does not apply to the fully insured
group market or the individual insurance macket, leaving more thaa 100 million Americans
without these patient protections. The President has repeatedly stated that every health plan
should have to provide its enrollecsﬁwith a _patients‘ bill of rights.

high quality
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A~ gxtﬁapge_al_s. The weaknesses of the extemal appeals process are nume“rous and
significant. For example, S. 326 would: (1) allow plans to decide what.issues are

appealable; (2) allow plans to select the review entity; (3) not require that external review
be de novo, (4) prohibit qxrollees from appealing decisions regarding violations of the

bill’s consumer proteetioapravisions; and (5) require external review entities to use the
plan’s definition(df medical necessity) making it extremely difficult for an enrollee to
prevail on appeal S Mol fe be VV}(.—,’Q oLt a-d hjklejhﬁﬁ"

Emergency room services. The emergency room services provision is insufficient, asit &« / 7o 10 C.
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does not address coverage of post-stabilization care, which puts patients at risk for huge
costs when a plan fails to timely respond to a request for post-emergency services

Access to specialists. S. 326 does not require plans to allow women to designate their
ob/gyn as their primary care physician. In addition, it does not ensure individuals with
chronic or serious : conditions access to
specialists. Moreover,
it does not require
that 1 plan cover a
specialist that is not in its network of care providers, even if the network does not have
sufiicient providers available to treat the condition. As such, patients would not be
ensured access to needed specialists to treat, for example, cancer or heart conditions.

Continuity of care protections. The bill’s continuity of care protections would apply ouly
1o individoals in institutions, women in their second trimester of pregnancy, and the

terrainally ill -- not to persons with chronic or ongaing illaesses who are in the middle of a
caurse of treatment when their provider is dropped from the plan’s network. For
example, S. 326 would not protect a person in the middle of a course of chemotherapy or
radistion. Moreover, the bill provides for continuity of care only when a provider is
dropped from the plan’s network, but not when the employer changes plans.

Third, we understand that the Manager’s Amendment to S. 326 will contain provisions that have
nothing to do with patients” rights and only serve to reduce the likelihood that an acceptable
agreement 3an be reached on this important issue. For example, the bill would expand medjcal
savings accounts (MSAs) Expandiug MSAs before studying the current demonstration project
enacted in the Health Insurance Portability and Accountability Act of 1996 is premature. Under
the Mansger's Amendment, the MSA tax break will likely accrue only to the healthiest and
wealthiest individuals and attract them out of the general health insurance market, potentially
raising premiums for all other peopi.

For thesc reasons, the President agrees with provider organizations, such as the American
Medical Association and the American Nurses Association, and virtually every major consurner
organization that S. 326 is insufficient and does not provide patients with the protections they
need and deserve. While the Administration has serious concerns with S. 326, the President
remains coramitted to passing a strong, enforceable, and bipartisan patients® bill of rights this year.
His hope is thatRepublicans-and-Demosrate-sen work across party lines to put progress ahead of
partisanship and Rass legislation that gives Americans the health care protections they need.

T Reptlei LoaSarstrp in fhe Seode ¥ gguit(;éjﬁ.

S. 326 wonld affect both direct spending and receipts; therefore, it is subject to the pay-as-you-go
requirement of the Omnibus Budget Reconciliation Act of 1990. OMB’s preliminary scoring

estimate of *he bill is under development.
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Top News Managed Care Proponents Spend $60M
Sports By JONATHAN D, SALANT Associated Press Writer
Lotteries WASHINGTON (AP) — Insurance comglellgics and their allies in thsclgg%t
. against new regulations for managed health care spent an average $112,000
International per lawmaker to lobby Congress in the first half of this year.
National The $60 million lobbying outlay was four times the $14 million-plus spent by
- medical organizations, trial lawyers, unions and consumer groups to press for
hington passage of the so-called Patients Bill of Rights, disclosure reports filed with
the secretary of the Senate show.
Business

Not all of the money went for lobbying on managed care, because many
Wall Street groups opposed to the changes also talked to members of Congress about
other issues, Lobbying reports do not break down spending by issue.

, - The $60 million lobbying tab is enough to pay salaries of everyone in the U.S.
Health/Science transportation secretary's office or finance for almost two months the
] childhood immumization program of the Center for Disease Control and
Regional Prevention. It's 50 percent higher than the $40 million that tobacco interests
spent between Janvary and June to kill legislation to raise cigarette taxes to
curh teen-age smoking,

The figure does not include §11 million spent on advertising against the
managed care legislation, aor millioos of dollars in campaign contributions that
opponents of new regulation made in the just-concluded congressional
campaigns.

"It certainly does show that the industry spared little effort to try to defeat
patients' rights that are so popular all across the country,” said Ron Pollack,
executive director of Families USA, a health-care advocacy group.

Dan Danner, chairman of the anti-regulation Health Benefits Coalition, said the
money was well spent.

“We didn't have legislation pass in the last Congress, and that was our
objective," said Danner, also vice president of federal relations for the National
Federation of Independent Business, the small-business lobbying group.

The proposed regulations, which would govern health plans known as
managed care or health maintenance organizations, are supposed to give
patients more power to challenge decismons about their care.

Opponents said the restrictions would push the cost of health insurance plans
so high that small businesses could no longer afford to insure their workers.

They rolled out big guns to argue against the legislation, including Haley
Barbour, former chairman of the Republican National Committee; Kenneth
Duberstein, White House chief of staff under President Reagan; and Daniel
Meyer, former chief of staff for outgoing House Speaker Newt Gingrich.

"They're high-paid lobbyists walking the halls of Capitol Hill, getting access
to members in order to make their pitch on managed care reform," said Jim

N Manley, a spokesman for Sen. Edward M. Kennedy, D-Mass., a leading
proponent of the legislation.

While most of the organizations supporting and opposing new managed-care



ArN.CC o d s

11727

4 -

FRETEN

CUlL 1 1CL VI LADUR NV .. 334 F.ds4d

regulation had other issues on their plates, all listed managed-care rules as a
priority.

The U.S. Chamber of Commerce spent more money lobbying than any other
group in the health~care debate, $8 million.

"That's not just health care, it's environmeutal issues, it's labor policy, it's tax
policy, it's work force training issues, and it's health-care policy," chamber
spokesman Frank Colerman said. "Stopping trial lawyers and their agenda of
allowing patients of HMOs to sue the companies that provide them the health
care was a chamber top priority."

Both the chamber and the small business federation were with the Health
Benefits Coalition, as were the Blue Cross-Blue Shield Associaton, the
Health Insurance Association of America and the HMO trade group the
American Association of Health Plans.

On tha other side, the American Medical Association spent $8.3 million on
lobbying during the first half of 1998, the AFL-CIO $1.4 million and the
Association of Trial Lawyers of America $940,000.

In addition, several groups of health specialties, including the American
Chiropractic Association, American College of Emergency Physicians and
American Association of Nurse Anesthefists, formed their own pro-reform
coalition that spent $3.3 million.

Both sides are gearing up to fight the battle again in the 106th Congress.
President Clinton and Democratic congressional leaders have said the first
order of business should be to pass new HMO regulations, and several
Republican Jawmakers also support new rules.

Meanwhile, the same coalitions that successfully beat back the legislation are
planning strategy for next year. "This will be a large effort once again,” the
Health Benefits Coalition's Danner said. "The stakes are very high.”

AP-NY-11-27-98 1330EST<

Copyright © Associated Press. All rights reserved. This material may not be published,
broadcast, rewritten, or redistributed.
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I called Jonathan Salant, the AP reporter you asked about.

He did not know how much of the $60 million was spent on lobbying against managed care
reform specifically. Furthermore, he doesn't think the information is easy to track down since
lobbying groups are not required to disclose the issue break-out of their expenditures. The $60
million, he said, simply represents the sum total that was spent by the opponents of managed care
reform. However, some of the groups he identified, like the U.S. Chamber of Commerce, likely
devoted lobbying energies to many issues other than the Patients' Bill of Rights.

The other figure at issue was the $11 million that he cited as the amount spent advertising against
managed care reform. This figure was calculated using a website run by the Annenberg Public
Policy Center (APPC). This site, (http:/appcpenn.org) tracks the issue ads run during the
1997-1998 election cycle. According APPC, 15 organizations ran issue ads relating to health
care. Of those organizations, 8 ran advertisements opposing managed care reform. For 4 of
those 8, APPC listed the amount that they spent on this issue alone. The groups and numbers are
as follows:

American Association of Health Plans: $2 million Coalition for Affordable Quality Health Care:
$6 million Coalition for Patient Choice: $250,000
Health Benefits Coalition: $2 million

APPC did not specify how much was spent by the remaining four groups opposing managed care
reform, but the organization names are as follows:

Business Roundtable
Citizens for a Sound Economy

- Patient Access to Responsible Care Alliance Republican Party (soft money spending)

As you can see, the first four organizations alone account for $10.25 million of the $11 million
that Salant claims was spent on anti-reform advertising. He accounted for the balance by calling
the second four organizations individually and asking them to estimate their corresponding
expenditures,

If you have any more questions, David, let me know!

Christina Ho






