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responsible health insurance practices, to promote choice
in health care, and to ensure and protect the health

care of all Americans.

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

2 twes of the Unated States of America in Congress assembled,
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SECTION 1. SHORT TITLE; TABLE OF TITLES AND SUB-

TITLES.
(a) SHORT TITLE.—This Act may be cited as the
“Health Security Act”.
(b) TABLE OF TITLES AND SUBTITLES IN AcT.—The

following are the titles and subtitles contained in this Act:

TITLE I—-HEALTH CARE SECURITY

Page
Subtitle A—Universal Coverage and Individual Responsibility ............... 13
Subtitle B—Benefits ..........ccccoiiiiiiiiiii e 31
Subtitle C—State Responsibilities ..........cooocveviiiiiiiiiiiiiiii e 94
Subtitle D—Health AIHANCeS .........ccoooiiiiiiiiiiiiie e 117
Subtitle E—Health Plans .........c.ccooociiiiiiiiii e 223
Subtitle F—Federal Responsibilities .........ccccocoioiiiiiiiiiiiiiiiiieice e, 255
Subtitle G—Employer Responsiblities ..........cccccooviiiiiiiiiiiiiiieiieeieee, 302
Subtitle J—General Definitions; Miscellaneous Provisions ...................... 322
TITLE II—NEW BENEFITS
Subtitle A—Medicare Outpatient Prescription Drug Benefit .................. 342
Subtitle B—Long-Term Care ...........cccocoviiiiiniiiiiiieiiieeie e 388
TITLE III—PUBLIC HEALTH INITIATIVES
Subtitle A—Workforce Priorities Under Federal Payments .................... 503
Subtitle B—Academic Health Centers ...........ccccooociiveiieiiiiiniienieeieeee, 547
Subtitle C—Health Research Initiatives ...........ccccccoveiiiiiiiiiiiiiiiieieee, 559
Subtitle D—Core Functions of Public Health Programs; National Ini-
tiatives Regarding Preventive Health .......................... 563
Subtitle E—Health Services for Medically Underserved Populations ...... 577
Subtitle F—Mental Health; Substance Abuse .........ccccociiviiiviiieniirenn. 614
Subtitle G—Comprehensive School Health Education; School-Related
Health Services .......cooocvveiiiiiiiiiie e 626
Subtitle H—Public Health Service Initiative ...........ccccooeiiviiiniiiininee. 666
Subtitle I—Coordination With COBRA Continuation Coverage .............. 667
TITLE IV—MEDICARE AND MEDICAID
Subtitle A—Medicare and the Alliance System .........cccccocenvieniiiniennenn 673
Subtitle B—Savings in Medicare Program ..............ccccooeiiiviiiniiieninennn. 751
Subtitle C—MediCaidl .........cociiiiiiiiiieiie e 806
Subtitle D—Inecrease in SSI Personal Needs Allowance ...........cccooeeeenee. 831
TITLE V—QUALITY AND CONSUMER PROTECTION
Subtitle A—Quality Management and Improvement ...............ccccoeeeeene. 834
Subtitle B—Information Systems, Privacy, and Administrative Sim-
PHIICATION oo 858
Subtitle C—Remedies and Enforcement ............ccccoooiiiiiiiiiiiiiniinnee, 886
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Subtitle D—Medical Malpractice .......occvveeiiiiiiieiiiiieeeiiieee e 932
Subtitle E—Fraud and ADUSE ........cccoooiiiiiiiiiieiie e 947
Subtitle F—MeCarran-Ferguson Reform ..o, 978

TITLE VI—PREMIUM CAPS; PREMIUM-BASED FINANCING;
AND PLAN PAYMENTS

Subtitle A—Premium Caps ....oiooiiieiiiiec e 983
Subtitle B—Premium-Related Financing ..........cccocveevviiiieiiiiiiiiiiieeees 1024
Subtitle C—Payments to Regional Alliance Health Plans ....................... 1085

TITLE VII—-REVENUE PROVISIONS

Subtitle A—Financing ProviSIONS ........ccccccoceiiieiiiriieeeiiiieeesireeeeeveee e 1093
Subtitle B—Tax Treatment of Employer-Provided Health Care ............. 1132
Subtitle C—Employment Status Provisions .............ccccecveeevivieeeiivieeennns 1142
Subtitle D—Tax Treatment of Funding of Retiree Health Benefits ....... 1152
Subtitle E—Coordination With COBRA Continuing Care Provisions ..... 1156
Subtitle F—Tax Treatment of Organizations Providing Health Care
Services and Related Organizations .........occceeeeevieeennn. 1158
Subtitle G—Tax Treatment of Long-term Care Insurance and Services 1170
Subtitle HI—Tax Incentives for Health Services Providers ...................... 1191
Subtitle I—Miscellaneous Provisions ..o 1198

TITLE VIII—HEALTH AND HEALTH-RELATED PROGRAMS
OF THE FEDERAL GOVERNMENT

Subtitle A—Military Health Care Reform ........ooooviieviiiiiiiiiiiicees 1206
Subtitle B—Department of Veterans Affairs .......c.cccceevveeiiiiiiiiiiiieeeenns 1217
Subtitle C—Federal Employees Health Benefits Program 1232
Subtitle D—Indian Health Service ..........cccoviiiiiiiniieie e 1248
Subtitle E—Amendments to the Employee Retirement Income Security

Act of 19T e 1261
Subtitle F—Speecial Fund for WIC Program ............cccecvevviiiiiiiiiiieeennn, 1273

TITLE IX—AGGREGATE GOVERNMENT PAYMENTS TO
REGIONAL ALLIANCES

Subtitle A—Ageregate State Payments .......ccccccoeeviieviiiieeiiiiieeceiieeees 1275
Subtitle B—Agoregate Federal Alliance Payments .....c..cccooeeveeiiiiiieeennnn, 1295
Subtitle C—Borrowing Authority to Cover Cash-Flow Shortfalls ........... 1306

TITLE X—COORDINATION OF MEDICAL PORTION OF
WORKERS COMPENSATION AND AUTOMOBILE INSURANCE

Subtitle A—Workers Compensation Insurance ...........cccccoevvevieiiiinieeennn, 1312
Subtitle B—Automobile INSUTANCE .....cccvviiiiiiiiiiiiiieeeciieee e 1325
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TITLE XI—TRANSITIONAL INSURANCE REFORM
SEC. 2. FINDINGS.
The Congress finds as follows:
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(1) Under the current health care system in the

United States—

(A) individuals risk losing their health care
coverage when they move, when they lose or
change jobs, when they become seriously ill, or
when the coverage becomes unaffordable;

(B) continued escalation of health care
costs threatens the economy of the United
States, undermines the international competi-
tiveness of the Nation, and strains Federal,
State, and local budgets;

(C) an excessive burden of forms, paper-
work, and bureaucratic procedures confuses
consumers and overwhelms health care pro-
viders;

(D) fraud and abuse sap the strength of
the health care system; and

(E) health care is a ecritical part of the
economy of the United States and interstate
commerce, consumes a significant percentage of
public and private spending, and affects all in-
dustries and individuals in the United States.

(2) Under any reform of the health care sys-

tem—
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(A) health msurance and high quality
health care should be secure, uninterrupted,
and affordable for all individuals in the United
States;

(B) comprehensive health care benefits
that meet the full range of health needs, includ-
ing primary, preventive, and specialized care,
should be available to all individuals in the
United States;

(C) the current high quality of health care
in the United States should be maintained;

(D) individuals in the United States should
be afforded a meaningful opportunity to choose
among a range of health plans, health care pro-
viders, and treatments;

(E) regulatory and administrative burdens
should be reduced;

(F) the rapidly escalating costs of health
care should be contained without sacrificing
high quality or impeding technological improve-
ments;

(G) ecompetition in the health care industry
should ensure that health plans and health care
providers are efficient and charge reasonable

prices;
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(IT) a partnership between the Federal

Government and each State should allow the
State and its local communities to design an ef-
fective, high-quality system of care that serves
the residents of the State;

(I) all individuals should have a responsi-
bility to pay their fair share of the costs of
health care coverage;

(J) a health care system should build on
the strength of the employment-based coverage
arrangements that now exist in the United
States;

(K) the penalties for fraud and abuse
should be swift and severe; and

(L) an individual’s medical information
should remain confidential and should be pro-

tected from unauthorized disclosure and use.

SEC. 3. PURPOSES.

The purposes of this Act are as follows:

(1) To guarantee comprehensive and secure

health care coverage.

(2) To simplify the health care system for con-

sumers and health care professionals.
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(3) To control the cost of health care for em-
ployers, employees, and others who pay for health
care coverage.

(4) To promote individual choice among health
plans and health care providers.

(5) To ensure high quality health care.

(6) To encourage all individuals to take respon-

sibility for their health care coverage.

TITLE I—-HEALTH CARE
SECURITY

TABLE OF CONTENTS OF TITLE
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Sec.
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Sec.
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Sec.
Sec.

Sec.
Sec.
Sec.
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Sec.
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1006. Effective date of entitlement ..............ccooooiiiiiiiiiinii, 17
PART 2—TREATMENT OF FAMILIES AND SPECIAL RULES

1011. General rule of enrollment of family in same health plan .... 20
1012. Treatment of certain families ...........ccocveeeiiiiiienniiiieeniieeen 24
1013. Multiple employment situations 29

1014. Treatment of residents of States with statewide single-payer
SVSTEIIIS .oiiiiiiiiie e 31

Subtitle B—Benefits
PART 1—COMPREHENSIVE BENEFIT PACKAGE
1101. Provision of comprehensive benefits by plans ...........c.cc.e.... 31
PART 2—DESCRIPTION OF ITEMS AND SERVICES COVERED

1111, HoSpital SETVICES ..vveiieiiiiiieeiiiiieeeiiiiee ettt 33
1112. Services of health professionals ............ccceevviieiiinne. 35
1113. Emergency and ambulatory medical and surgical services ... 37
1114. Clinical preventive SEIVICES ........occceeieeeriererieieeniieeneeeeeeeeenes 37
1115. Mental illness and substance abuse services 45
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Family planning services and services for pregnant women
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Extended care services
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Outpatient laboratory, radiology, and diagnostic services
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Outpatient rehabilitation SETVICES .......ccceeevviviieeeriiiieeeiiiieeens
Durable medical equipment and prosthetic and orthotic de-
VICLS ettt ettt ettt et e e

. VISION CATC ..oiiiiiiiiiiiiiiiiiieeeeee e
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. Investigational treatments ...........ccccccoiiiiiiiiiiii
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Participating State .......cccccoveiiiiiiiiiieeeiiee e
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State responsibilities with respeet to alliances ........cceveeennns
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TITLE I—HEALTH CARE
SECURITY
Subtitle A—Universal Coverage
and Individual Responsibility
PART 1—UNIVERSAL COVERAGE
SEC. 1001. ENTITLEMENT TO HEALTH BENEFITS.

(a) IN GENERAL.—In accordance with this part, each
eligible individual is entitled to the comprehensive benefit
package under subtitle B through the applicable health
plan in which the individual is enrolled consistent with this
title.

(b) HEALTH SECURITY CARD.—Each eligible indi-
vidual is entitled to a health security card to be issued
by the alliance or other entity that offers the applicable
health plan in which the individual is enrolled.

(¢) ELIGIBLE INDIVIDUAL DEFINED.—In this Act,
the term “eligible individual” means an individual who is
residing in the United States and who is—

(1) a citizen or national of the United States;
(2) an alien permanently residing in the United

States under color of law (as defined in section

1902(1)); or
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(3) a long-term nonimmigrant (as defined in
section 1902(19)).
(d) TREATMENT OF MEDICARE-ELIGIBLE INDIVID-

UALS.

Subject to section 1012(a), a medicare-eligible in-
dividual is entitled to health benefits under the medicare
program instead of the entitlement under subsection (a).

(e) TREATMENT OF PRISONERS.—A prisoner (as de-
fined in section 1902(26)) i1s entitled to health care serv-
ices provided by the authority responsible for the prisoner
instead of the entitlement under subsection (a).

SEC. 1002. INDIVIDUAL RESPONSIBILITIES.

(a) IN GENERAL.—In accordance with this Act, each
eligible individual (other than a medicare-eligible indi-
vidual)—

(1) must enroll in an applicable health plan for
the individual, and

(2) must pay any premium required, consistent
with this Act, with respect to such enrollment.

(b) LIMITATION ON DISENROLLMENT.—No eligible
individual shall be disenrolled from an applicable health
plan until the individual—

(1) 1s enrolled under another applicable health
plan, or

(2) becomes a medicare-eligible individual.
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1 SEC. 1003. PROTECTION OF CONSUMER CHOICE.

2 Nothing in this Act shall be construed as prohibiting
3 the following:

4 (1) An individual from purchasing any health
5 care services.

6 (2) An individual from purchasing supplemental
7 insurance (offered consistent with this Act) to cover
8 health care services not included within the com-
9 prehensive benefit package.
10 (3) An individual who i1s not an eligible indi-
11 vidual from purchasing health insurance (other than
12 through a regional alliance).

13 (4) Employers from providing coverage for ben-
14 efits in addition to the comprehensive benefit pack-
15 age (subject to part 2 of subtitle E).

16 SEC. 1004. APPLICABLE HEALTH PLAN PROVIDING COV-
17 ERAGE.
18 (a) SPECIFICATION OF APPLICABLE HEALTH

19 PraN.—Except as otherwise provided:

20 (1) GENERAL RULE: REGIONAL ALLIANCE
21 HEALTH PLANS.—The applicable health plan for a
22 family is a regional alliance health plan for the alli-
23 ance area in which the family resides.

24 (2) CORPORATE ALLIANCE HEALTH PLANS.—In
25 the case of a family member that is eligible to enroll
26 In a corporate alliance health plan under section
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1311(e), the applicable health plan for the family is

such a corporate alliance health plan.

(b) CHOICE OF PLANS FOR CERTAIN GROUPS.

(1) MILITARY PERSONNEL AND FAMILIES.—For
military personnel and families who elect a Uni-
formed Services Health Plan of the Department of
Defense under section 1073a(d) of title 10, United
States Code, as inserted by section 8001(a) of this
Act, that plan shall be the applicable health plan.
(2) VETERANS.—For veterans and families who
elect to enroll in a veterans health plan under sec-
tion 1801 of title 38, United States Code, as in-
serted by section 8101(a) of this Act, that plan shall
be the applicable health plan.
(3) INDIANS.—For those individuals who are el-
igible to enroll, and who elect to enroll, in a health
program of the Indian Health Service under section
8302(b) or 8306(b), that program shall be the appli-
cable health plan.
SEC. 1005. TREATMENT OF OTHER NONIMMIGRANTS.

(a) UNDOCUMENTED ALIENS INELIGIBLE FOR BEN-
EFITS.—An undocumented alien is not eligible to obtain
the comprehensive benefit package through enrollment in

a health plan pursuant to this Act.
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(b) DIPLOMATS AND OTHER FOREIGN GOVERNMENT

OFFICIALS.—Subject to conditions established by the Na-
tional Health Board in consultation with the Secretary of
State, a nonimmigrant under subparagraph (A) or (G) of
section 101(a)(15) of the Immigration and Nationality Act
may obtain the comprehensive benefit package through en-
rollment in the regional alliance health plan for the alli-
ance area in which the nonimmigrant resides.

(¢) RECIPROCAL TREATMENT OF OTHER NON-
IMMIGRANTS.—With respect to those classes of individuals
who are lawful nonimmigrants but who are not long-term
nonimmigrants (as defined in section 1902(19)) or de-
scribed in subsection (b), such individuals may obtain such
benefits through enrollment with regional alliance health
plans only in accordance with such reciprocal agreements
between the United States and foreign states as may be
entered into.

SEC. 1006. EFFECTIVE DATE OF ENTITLEMENT.
(a) REGIONAL ALLIANCE ELIGIBLE INDIVIDUALS.—
(1) IN GENERAL.—In the case of regional alli-
ance eligible individuals residing in a State, the enti-
tlement under this part (and requirements under
section 1002) shall not take effect until the State
becomes a participating State (as defined in section

1200).
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(2) TRANSITIONAL RULE FOR CORPORATE ALLI-

(A) IN GENERAL.—In the case of a State
that becomes a participating State before the
general effective date (as defined in subsection
(¢)) and for periods before such date, under
rules established by the Board, an individual
who is covered under a plan (described in sub-
paragraph (C)) based on the individual (or the
individual’s spouse) being a qualifying employee
of a qualifying employer, the individual shall
not be treated under this Act as a regional alli-
ance eligible individual.

(B) QUALIFYING EMPLOYER DEFINED.—In
subparagraph (A), the term “qualifying em-
ployer” means an employer that—

(1) 18 described n section
1311(b)(1)(A), or 1is participating in a
multiemployer plan deseribed in section
1311(b)(1)(B) or plan described in section
1311(b)(1)(C), and

(11) provides such notice to the re-
eional alliance ivolved as the Board speci-

fies.
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1 (C) BENEFITS PLAN DESCRIBED.—A plan
2 described in this subparagraph is an employee
3 benefit plan that—

4 (1) provides (through insurance or
5 otherwise) the comprehensive benefit pack-
6 age, and

7 (11) provides an employer contribution
8 of at least 80 percent of the premium (or
9 premium equivalent) for coverage.

10 (b) CORPORATE ALLIANCE ELIGIBLE INDIVID-
11 vaLs.

12 (1) IN GENERAL.—In the case of corporate alli-
13 ance eligible individuals, the entitlement under this
14 part shall not take effect until the general effective
15 date.

16 (2) TRANSITION.—For purposes of this Act and
17 before the general effective date, in the case of an
18 eligible individual who resides in a participating
19 State, the individual is deemed a regional alliance el-
20 igible individual until the individual becomes a cor-
21 porate alliance eligible individual, unless subsection
22 (a)(2)(A) applies to the individual.
23 (¢) GENERAL EFFECTIVE DATE DEFINED.—In this

24 Act, the term ‘“‘general effective date’”” means January 1,

25 1998.
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PART 2—TREATMENT OF FAMILIES AND SPECIAL

RULES
SEC. 1011. GENERAL RULE OF ENROLLMENT OF FAMILY IN

SAME HEALTH PLAN.

(a) IN GENERAL.—Except as provided in this part
or otherwise, all members of the same family (as defined
in subsection (b)) shall be enrolled in the same applicable
health plan.

(b) FAMILY DEFINED.—In this Act, unless otherwise
provided, the term “‘family”’—

(1) means, with respect to an eligible individual
who is not a child (as defined in subsection (c¢)), the
individual; and

(2) includes the following persons (if any):

(A) The individual’s spouse if the spouse is
an eligible individual.

(B) The individual’s children (and, if appli-
cable, the children of the individual’s spouse) if
they are eligible individuals.

(¢) CrAsses orF FamiLy ENROLLMENT; TERMI-
NOLOGY.—

(1) IN GENERAL.—In this Act, each of the fol-
lowing is a separate class of family enrollment:

(A) Coverage only of an individual (re-
ferred to in this Act as the “individual’” enroll-

ment or class of enrollment).
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(B) Coverage of a married couple without
children (referred to in this Act as the “‘couple-
only”” enrollment or class of enrollment).

(C) Coverage of an unmarried individual
and one or more children (referred to in this
Act as the “single parent” enrollment or class
of enrollment).

(D) Coverage of a married couple and one
or more children (referred to in this Act as the
“dual parent” enrollment or class of enroll-
ment).

(2) REFERENCES TO FAMILY AND COUPLE

CLASSES OF ENROLLMENT.—In this Act:

(A) FaminLy.—The terms ‘“‘family enroll-
ment” and “family class of enrollment”, refer
to enrollment in a class of enrollment described
in subparagraph (B), (C), or (D) of paragraph
(1).

(B) CourPLE.—The term “couple class of
enrollment” refers to enrollment in a class of
enrollment described in subparagraph (B) or

(D) of paragraph (1).

(d) SPOUSE; MARRIED; COUPLE.—

(1) IN GENERAL.—In this Act, the terms

“spouse” and “married” mean, with respect to a
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person, another individual who is the spouse of the
person or married to the person, as determined
under applicable State law.

(2) CourLE.—The term “couple” means an in-
dividual and the individual’s spouse.

(e) CHILD DEFINED.—

(1) IN GENERAL.—In this Act, except as other-
wise provided, the term ‘“‘child” means an eligible in-
dividual who (consistent with paragraph (3))—

(A) 1s under 18 years of age (or under 24
yvears of age in the case of a full-time student),
and

(B) 1s a dependent of an eligible individual.
(2) APPLICATION OF STATE LAW.—Subject to

paragraph (3), determinations of whether a person
i1s the child of another person shall be made in ac-
cordance with applicable State law.

(3) NATIONAL RULES.—The National Health

Board may establish such national rules respecting
individuals who will be treated as children under this
Act as the Board determines to be necessary. Such
rules shall be consistent with the following prin-
ciples:

(A) STEP AND FOSTER CHILD.—A child 1n-

cludes a step child or foster child who 1s an eli-
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(f) ADDITIONAL RULES.

23
eible individual living with an adult in a regular
parent-child relationship.

(B) DISABLED cHILD.—A child includes
an unmarried dependent eligible individual re-
cardless of age who is incapable of self-support
because of mental or physical disability which
existed before age 21.

A

(C) CERTAIN 3-GENERATION FAMILIES.
child includes the grandchild of an individual, if
the parent of the grandchild is a child and the
parent and grandchild are living with the
erandparent.

(D) TREATMENT OF EMANCIPATED MI-

NORS AND MARRIED INDIVIDUALS.—AnN emanci-

pated minor or married individual shall not be
treated as a child.

(E) CHILDREN PLACED FOR ADOPTION.—
A child includes a child who is placed for adop-

tion with an eligible individual.

The Board shall provide

for such additional exceptions and special rules, including

22 rules relating to—

23
24
25

(1) families in which members are not residing

m the same area or in which children are not resid-

ing with their parents,
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(2) the treatment of eligible individuals who are
under 19 years of age and who are not a dependent
of an eligible individual,

(3) changes in family composition occurring
during a year, and

(4) treatment of children of parents who are
separated or divorced,

as the Board finds appropriate.
SEC. 1012. TREATMENT OF CERTAIN FAMILIES.

(a) TREATMENT OF MEDICARE-ELIGIBLE INDIVID-
UALS WHO ARE QUALIFYING EMPLOYEES OR SPOUSES OF
QUALIFYING EMPLOYEES.—

(1) IN GENERAL.—Except as specifically pro-
vided, in the case of an individual who is an indi-
vidual described in paragraph (2) with respect to 2
consecutive months in a year (and it is anticipated
would be in the following month and in such fol-
lowing month would be a medicare-eligible individual
but for this paragraph), the individual shall not be
treated as a medicare-eligible individual under this
Act during such following month and the remainder
of the year.

(2) INDIVIDUAL DESCRIBED.—An individual de-
scribed in this paragraph with respect to a month is

an individual who is a qualifying employee or the
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spouse or family member of a qualifying employee in
the month.

(b) SEPARATE TREATMENT FOR CERTAIN GROUPS

OF INDIVIDUALS.—In the case of a family that includes

one or more individuals in a group described in subsection

()

(1) all the individuals in each such group within
the family shall be treated collectively as a separate
family, and

(2) all the individuals not described in any such
oroup shall be treated collectively as a separate fam-
ily.

(¢) GROUPS OF INDIVIDUALS DESCRIBED.—KEach of

the following is a group of individuals described in this

subsection:

(1) AFDC recipients (as defined in section
1902(3)).

(2) Disabled SSI recipients (as defined in sec-
tion 1902(13)) .

(3) SSI recipients (as defined 1in section
1902(33)) who are not disabled SSI recipients.

(4) Electing veterans (as defined in subsection
(d)(1)).

(5) Active duty military personnel (as defined
in subsection (d)(2)).
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(6) Electing Indians (as defined in subsection

(d)(3)).

(7) Prisoners (as defined in section 1902(26)).

(d) SPECIAL RULES.—In this Act:

(1) ELECTING VETERANS.

(A) DEFINED.—Subject to subparagraph
(B), the term ‘‘electing veteran” means a vet-
eran who makes an election to enroll with a
health plan of the Department of Veterans Af-
fairs under chapter 18 of title 38, United
States Code, as added by section 8101 (a)(1).

(B) FAMILY EXCEPTION.—Subparagraph
(A) shall not apply with respect to coverage
under a health plan referred to in such sub-
paragraph if, for the area in which the electing
veteran resides, such health plan offers cov-
erage to family members of an electing veteran
and the veteran elects family enrollment under
such plan (instead of individual enrollment).
(2) ACTIVE DUTY MILITARY PERSONNEL.—

(A) IN GENERAL.—Subject to subpara-
oraph (B), the term “‘active duty military per-
sonnel” means an individual on active duty in

the Uniformed Services of the United States.
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(B) ExcepTION.—If an individual de-
sceribed in subparagraph (A) elects family cov-
erage under section 1073a(e)(2)(A) of title 10,
United States Code (as added by section
8001(a)), then paragraph (5) of subsection (¢)
shall not apply with respect to such coverage.
(3) ELECTING INDIANS.—

(A) IN GENERAL.—Subject to subpara-
eraph (B), the term “electing Indian” means
an eligible individual who makes an election
under section 8302(b) of this Act.

(B) FAMILY ELECTION FOR ALL INDIVID-
UALS ELIGIBLE TO ELECT.—No such election
shall be made with respect to an individual in
a family (as defined without regard to this sec-
tion) unless such election is made for all eligible
mmdividuals (described in section 8302(a)) who
are family members of the family.

(4) MurTiPLE CHOICE.—Eligible individuals
who are permitted to elect coverage under more than
one health plan or program referred to in this sub-
section may elect which of such plans or programs
will be the applicable health plan under this Act.

() QUALIFYING STUDENTS.—
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(1) IN GENERAL.—In the case of a qualifying
student (described in paragraph (2)), the student
may elect to enroll in a regional alliance health plan
offered by the regional alliance for the area in which
the school is located.

(2) QUALIFYING STUDENT.—In paragraph (1),
the term “qualifying student” means an individual
who—

(A) but for this subsection would receive
coverage under a health plan as a child of an-
other person, and

(B) 1s a full-time student at a school in an
alliance area that is different from the alliance
area (or, in the case of a corporate alliance,
such coverage area as the Board may specify)
providing the coverage described in subpara-

oraph (A).

(3) PAYMENT RULES.
(A) CONTINUED TREATMENT AS FAM-
ILY.—Except as provided in subparagraph (B),
nothing in this subsection shall be construed as
affecting the payment labilities between fami-
lies and health alliances or between health alli-

ances and health plans.
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(B) TRANSFER PAYMENT.—In the case of
an election under paragraph (1), for transfer
payments see section 1346(e).

(f) SPOUSES LIVING IN DIFFERENT ALLIANCE

AREAS.—The Board shall provide for such special rules

in applying this Act in the case of a couple in which the
spouses reside in different alliance areas as the Board
finds appropriate.
SEC. 1013. MULTIPLE EMPLOYMENT SITUATIONS.

(a) MuLTIPLE EMPLOYMENT OF AN INDIVIDUAL.—
In the case of an individual who—

(1)(A) 1s not married or (B) is married and
whose spouse 1s not a qualifying employee (as de-
fined in section 1901(b)(1)),

(2) 1s not a child, and

(3) who i1s a qualifying employee both of a re-
eional alliance employer and of a corporate alliance
employer (or of 2 corporate alliance employers),

the individual may elect the applicable health plan to be
either a regional alliance health plan (for the alliance area
in which the individual resides) or a corporate alliance
health plan (for an employer employing the individual).
(b) MuLTIPLE EMPLOYMENT WITHIN A FAMILY.—

(1) MARRIED COUPLE WITH EMPLOYMENT

WITHI A REGIONAL ALLIANCE EMPLOYER AND WITII
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A CORPORATE ALLIANCE EMPLOYER.—In the case of
a married individual—
(A) who is a qualifying employee of a re-

eional alliance employer and whose spouse is a

qualifying employee of a corporate alliance em-

ployer, or
(B) who is a qualifying employee of a cor-

porate alliance employer and whose spouse is a

qualifying employee of a regional alliance em-

ployer,
the individual and the individual’s spouse may elect
the applicable health plan to be either a regional alli-
ance health plan (for the alliance area in which the
couple resides) or a corporate alliance health plan
(for an employer employing the individual or the
spouse).

(2) MARRIED COUPLE WITH DIFFERENT COR-
PORATE ALLIANCE EMPLOYERS.—In the case of a
married individual—

(A) who is a qualifying employee of a cor-
porate alliance employer, and
(B) whose spouse is a qualifying employee
of a different corporate alliance employer,
the individual and the individual’s spouse may elect

the applicable health plan to be a corporate alliance
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health plan for an employer employing either the in-

dividual or the spouse.

SEC. 1014. TREATMENT OF RESIDENTS OF STATES WITH
STATEWIDE SINGLE-PAYER SYSTEMS.

(a) UNIVERSAL COVERAGE.—Notwithstanding the
previous provisions of this title, except as provided in part
2 of subtitle C, in the case of an individual who resides
in a State that has a Statewide single-payer system under
section 1223, universal coverage shall be provided con-
sistent with section 1222(3).

(b) INDIVIDUAL RESPONSIBILITIES.—In the case of

an individual who resides in a single-payer State, the re-
sponsibilities of such individual under such system shall
supersede the obligations of the individual under section
1002.
Subtitle B—Benefits
PART 1—COMPREHENSIVE BENEFIT PACKAGE
SEC. 1101. PROVISION OF COMPREHENSIVE BENEFITS BY
PLANS.

(a) IN GENERAL.—The comprehensive benefit pack-
age shall consist of the following items and services (as
described in part 2), subject to the cost sharing require-
ments described in part 3, the exclusions described in part
4, and the duties and authority of the National IHealth

Board described in part 5:
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(1) Hospital services (described in section
1111).

(2) Services of health professionals (described
n section 1112).

(3) Emergency and ambulatory medical and
surgical services (desceribed in section 1113).

(4) Clinical preventive services (described in
section 1114).

(5) Mental illness and substance abuse services
(described in section 1115).

(6) Family planning services and services for
pregnant women (deseribed in section 1116).
7) Hospice care (described in section 1117).

8) Home health care (described in section

9) Extended care services (described in section

10) Ambulance services (described in section

11) Outpatient laboratory, radiology, and diag-
nostic services (deseribed in section 1121).

(12)  Outpatient prescription drugs and
biologicals (desceribed in section 1122).

(13) Outpatient rehabilitation services (de-

scribed in section 1123).
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(14) Durable medical equipment and prosthetic

and orthotic devices (deseribed in section 1124).

(15) Vision care (deseribed in section 1125).
(16) Dental care (described in section 1126).
(17) Health education classes (described in sec-

tion 1127).

(18) Investigational treatments (described in

section 1128).

(b) NO OTHER LIMITATIONS OR COST SHARING.—
The items and services in the comprehensive benefit pack-
age shall not be subject to any duration or scope limitation
or any deductible, copayment, or coinsurance amount that
1s not required or authorized under this Act.

(¢c) HEALTH PLAN.—Unless otherwise provided in
this subtitle, for purposes of this subtitle, the term ‘“‘health
plan” has the meaning given such term in section 1400.
PART 2—DESCRIPTION OF ITEMS AND SERVICES

COVERED
SEC. 1111. HOSPITAL SERVICES.

(a) COVERAGE.—The hospital services described in

this section are the following items and services:
(1) Inpatient hospital services.
(2) Outpatient hospital services.

(3) 24-hour a day hospital emergency services.
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(b) LiMITATION.—The hospital services described in
this section do not include hospital services provided for
the treatment of a mental or substance abuse disorder
(which are subject to section 1115), except for medical de-
toxification as required for the management of medical
conditions associated with withdrawal from alcohol or
drugs (which is not covered under such section).

(¢) DEFINITIONS.

For purposes of this subtitle:

(1) HosritAL.—The term ‘“hospital” has the
meaning given such term in section 1861(e) of the
Social Security Act, except that such term shall in-
clude—

(A) in the case of an item or service pro-
vided to an individual whose applicable health
plan is specified pursuant to section 1004(b)(1),
a facility of the uniformed services under title
10, United States Code, that is primarily en-
caged n providing services to inpatients that
are equivalent to the services provided by a hos-
pital defined in such section 1861 (e);

(B) in the case of an item or service pro-
vided to an individual whose applicable health
plan is specified pursuant to section 1004(b)(2),
a facility operated by the Department of Vet-

erans Affairs that is primarily engaged in pro-
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viding services to inpatients that are equivalent

to the services provided by a hospital defined in

such section 1861 (e); and
(C) in the case of an item or service pro-
vided to an individual whose applicable health

plan is specified pursuant to section 1004(b)(3),

a facility operated by the Indian IHealth Service

that is primarily engaged in providing services

to mpatients that are equivalent to the services
provided by a hospital defined in such section

1861(e).

(2) INPATIENT HOSPITAL SERVICES.—The term
“inpatient hospital services” means items and serv-
ices described in paragraphs (1) through (3) of sec-
tion 1861(b) of the Social Security Act when pro-
vided to an inpatient of a hospital. The National
Health Board shall specify those health professional
services described in section 1112 that shall be
treated as inpatient hospital services when provided
to an inpatient of a hospital.

SEC. 1112. SERVICES OF HEALTH PROFESSIONALS.
(a) COVERAGE.—The items and services described in

this section are—
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(1) mpatient and outpatient health professional
services, including consultations, that are provided

n—

(A) a home, office, or other ambulatory
care setting; or
(B) an institutional setting; and
(2) services and supplies (including drugs and
biologicals which cannot be self-administered) fur-
nished as an incident to such health professional
services, of kKinds which are commonly furnished in
the office of a health professional and are commonly
either rendered without charge or included in the bill
of such professional.

(b) LIMITATION.—The items and services described
in this section do not include items or services that are
described in any other section of this part. An item or
service that is described in section 1114 but is not pro-
vided consistent with a periodicity schedule for such item
or service specified in such section or under section 1153
may be covered under this section if the item or service
otherwise meets the requirements of this section.

(¢) DEFINITIONS.—Unless otherwise provided in this

Act, for purposes of this Act:
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(1)  HeALTHH  PROFESSIONAL.—The  term
“health professional” means an individual who pro-
vides health professional services.

The

(2) HEALTH PROFESSIONAL SERVICES.
term ‘“‘health professional services” means profes-
sional services that—

(A) are lawfully provided by a physician; or
(B) would be described in subparagraph
(A) if provided by a physician, but are provided
by another person who is legally authorized to
provide such services in the State in which the
services are provided.
SEC. 1113. EMERGENCY AND AMBULATORY MEDICAL AND
SURGICAL SERVICES.

The emergency and ambulatory medical and surgical
services described in this section are the following items
and services provided by a health facility that is not a hos-
pital and that is legally authorized to provide the services
in the State in which they are provided:

(1) 24-hour a day emergency services.

(2) Ambulatory medical and surgical services.

SEC. 1114. CLINICAL PREVENTIVE SERVICES.
(a) COVERAGE.—The clinical preventive services de-

seribed in this section are—
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(1) an item or service for high risk populations
(as defined by the National Health Board) that is
specified and defined by the Board under section
1153, but only when the item or service is provided
consistent with any periodicity schedule for the item
or service promulgated by the Board;

(2) except as modified by the National Health
Board under section 1153, an age-appropriate im-
munization, test, or clinician visit specified in one of
subsections (b) through (h) that is provided con-
sistent with any periodicity schedule for the item or
service specified in the applicable subsection or by
the National Health Board under section 1153; and

(3) an immunization, test, or clinician visit that
1s provided to an individual during an age range
other than the age range for such immunization,
test, or clinician visit that is specified in one of sub-
sections (b) through (h), but only when provided
consistent with any requirements for such immuniza-
tions, tests, and clinician visits established by the
National Health Board under section 1153.

(b) INDIVIDUALS UNDER 3.—For an individual

23 under 3 years of age:
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(1) IMMUNIZATIONS.—The immunizations spec-
ified in this subsection are age-appropriate immuni-
zations for the following illnesses:
A) Diphtheria.
B) Tetanus.
C) Pertussis.

D) Polio.

(
(
(
(
(E) Haemophilus influenzae type B.
(F) Measles.
(G) Mumps.
(H) Rubella.
(I) Hepatitis B.
(2) TesTs.—The tests specified in this sub-
section are as follows:
(A) 1 hematoerit.
(B) 2 blood tests to screen for blood lead
levels for individuals who are at risk for lead
exposure.

The climician wvisits

(3) CLINICIAN  VISITS.
specified in this subsection are 1 clinician visit for
an individual who 1s newborn and 7 other clinician
visits.

(¢) INDIVIDUALS AGE 3 TO 5.—For an mdividual at

24 least 3 years of age, but less than 6 years of age:
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(1) IMMUNIZATIONS.—The immunizations spec-

ified in this subsection are age-appropriate immuni-
zations for the following illnesses:

(A) Diphtheria.

(B) Tetanus.

(C) Pertussis.
(D) Polio.
(E) Measles.
(F) Mumps.
(G) Rubella.

(2) TesTs.—The tests specified in this sub-

section are 1 urinalysis.

(3) CLINICIAN VISITS.—The clinician  visits

specified in this subsection are 3 clinician visits.

(d) INDIVIDUALS AGE 6 TO 12.—For an individual
at least 6 years of age, but less than 13 years of age,
the clinician visits specified in this subsection are 3 clini-
clan visits.

(e) INDIVIDUALS AGE 13 1O 19.—For an individual
at least 13 years of age, but less than 20 years of age:

(1) IMMUNIZATIONS.—The immunizations spec-

ified in this subsection are age-appropriate immuni-
zations for the following illnesses:

(A) Tetanus.

(B) Diphtheria.
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(2) TesTs.—The tests specified in this sub-
section are as follows:

(A) Papanicolaou smears and pelvic exams,
for females who have reached childbearing age
and are at risk for cervical cancer, every 3
years, but—

(1) annually until 3 consecutive nega-
tive smears have been obtained, if medi-
cally necessary; and

(11) annually for females who are at
risk for fertility related infectious illnesses.
(B) Annual screening for chlamydia and

eonorrhea for females who have reached child-
bearing age and are at risk for fertility related

ifectious illnesses.

(3) CLINICIAN VISITS.—The clinician  visits
specified in this subsection are 3 clinician visits.
(f) INDIVIDUALS AGE 20 TO 39.—For an individual

at least 20 years of age, but less than 40 years of age:

(1) IMMUNIZATIONS.—The immunizations spec-
ified 1 this subsection are booster immunizations

against tetanus and diphtheria every 10 years.

(2) TesTSs.—The tests specified in this sub-

section are as follows:
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1 (A) Papanicolaou smears and pelviec exams
2 for females every 3 years, but—

3 (1) annually if an abnormal smear has
4 been obtained, until 3 consecutive negative
5 smears have been obtained; and

6 (i) annually for females who are at
7 risk for fertility related infectious illnesses.
8 (B) Annual screening for chlamydia and
9 conorrhea for females who are at risk for fer-
10 tility related infectious illnesses.
11 (C) Cholesterol every 5 years.
12 (3) CLINICIAN  VISITS.—The clinician  visits
13 specified in this subsection are 1 clinician visit every
14 3 years.
15 (2) INDIVIDUALS AGE 40 TO 49.—For an individual

16 at least 40 years of age, but less than 50 years of age:

17 (1) IMMUNIZATIONS.—The immunizations spec-
18 ified in this subsection are booster immunizations
19 against tetanus and diphtheria every 10 years.

20 (2) TesTs.—The tests specified in this sub-
21 section are as follows:

22 (A) Papanicolaou smears and pelvie exams
23 for females every 2 years, but—
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1 (1) annually if an abnormal smear has
2 been obtained, until 3 consecutive negative
3 smears have been obtained; and

4 (i) annually for females who are at
5 risk for fertility related infectious illnesses.
6 (B) Annual screening for chlamydia and
7 eonorrhea for females who are at risk for fer-
8 tility related infectious illnesses.

9 (C) Cholesterol every 5 years.
10 (3) CLINICIAN  VISITS.—The clinician  visits
11 specified in this subsection are 1 clinician visit every
12 2 years.
13 (h) INDIVIDUALS AGE 50 TO 65.—For an individual

14 at least 50 years of age, but less than 65 years of age:

15 (1) IMMUNIZATIONS.—The immunizations spec-
16 ified in this subsection are booster immunizations
17 against tetanus and diphtheria every 10 years.

18 (2) TESTS.—The tests specified in this sub-
19 section are as follows:

20 (A) Papanicolaou smears and pelvic exams
21 for females every 2 years.

22 (B) Mammograms for females every 2
23 years.

24 (C) Cholesterol every 5 years.
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(3) CLINICIAN  VISITS.—The clinician  visits

specified in this subsection are 1 clinician visit every

2 years.

(1) INDIVIDUALS AGE 65 OR OLDER.—For an indi-
vidual at least 65 years of age who is enrolled under a
health plan:

(1) IMMUNIZATIONS.—The immunizations spec-
ified in this subsection are as follows:

(A) Booster immunizations against tetanus
and diphtheria every 10 years.

(B) Age-appropriate immunizations for the
following illnesses:

(1) Influenza.
(i1) Pneumococcal invasive disease.
(2) TESTS.—The tests specified in this sub-
section are as follows:

(A) Papanicolaou smears and pelvic exams
for females who are at risk for cervical cancer
every 2 years.

(B) Mammograms for females every 2
years.

(C) Cholesterol every 5 years.

The clinician visits

(3) CLINICIAN  VISITS.
specified in this subsection are 1 clinician visit every

year.
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(j) CLINICIAN VISIT.—For purposes of this section,
the term “clinician visit”” includes the following health pro-
fessional services (as defined in section 1112(¢)):

(1) A complete medical history.

(2) An appropriate physical examination.

(3) Risk assessment.

(4) Targeted health advice and counseling, in-
cluding nutrition counseling.

(5) The administration of age-appropriate im-
munizations and tests specified in subsections (b)
through (h).

(k) IMMUNIZATIONS AND TESTS NOT ADMINISTERED
DurinG CraniciaN Visit.—Notwithstanding subsection
(1)(5), the clinical preventive services described in this sec-
tion include an iImmunization or test deseribed in this sec-
tion that is administered to an individual consistent with
any periodicity schedule for the immunization or test dur-
ing the age range specified for the immunization or test,
and any administration fee for such immunization or test,
even if the immunization or test is not administered dur-
Ing a clinician visit.

SEC. 1115. MENTAL ILLNESS AND SUBSTANCE ABUSE SERV-
ICES.
(a) COVERAGE.—The mental illness and substance

abuse services that are described in this section are the
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1 following items and services for eligible individuals, as de-

2 fined in section 1001(c), who satisfy the eligibility require-

3 ments in subsection (b):

4
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(1) Inpatient and residential mental illness and
substance abuse treatment (described in subsection
(¢)).

(2) Intensive nonresidential mental illness and
substance abuse treatment (described in subsection
(d)).

(3) Outpatient mental illness and substance
abuse treatment (described in subsection (e)), in-
cluding case management, screening and assessment,
crisis services, and collateral services.

(b) ELIGIBILITY.—The -eligibility requirements re-

ferred to in subsection (a) are as follows:

(1) INPATIENT, RESIDENTIAL, NONRESIDEN-
TIAL, AND OUTPATIENT TREATMENT.—An eligible
individual 1s eligible to receive coverage for impatient
and residential mental illness and substance abuse
treatment, intensive nonresidential mental illness
and substance abuse treatment, or outpatient mental
illness and substance abuse treatment (except case
management and collateral services) if the indi-

vidual—

*S 1775 PCS



S O 0 N N B W

| \O 2N \© R NS R \O N O B e T e e e e e e e e
A W NN = O 0O 0NN N N PR WD

47

(A) has, or has had during the 1-year pe-
riod preceding the date of such treatment, a
diagnosable mental disorder or a diagnosable
substance abuse disorder; and
(B) is experiencing, or is at significant risk
of experiencing, functional impairment in fam-
ily, work, school, or community activities.
For purposes of this paragraph, an individual who
has a diagnosable mental disorder or a diagnosable
substance abuse disorder, is receiving treatment for
such disorder, but does not satisfy the functional im-
pairment criterion in subparagraph (B) shall be
treated as satisfying such criterion if the individual
would satisfy such eriterion without such treatment.

(2) CASE MANAGEMENT.—An eligible individual
1s eligible to receive coverage for case management
if—

(A) a health professional designated by the
health plan in which the individual is enrolled
determines that the individual should receive
such services; and

(B) the individual is eligible to receive cov-
erage for, and is receiving, outpatient mental

illness and substance abuse treatment with re-
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spect to a diagnosable mental disorder or a
diagnosable substance abuse disorder.

(3) SCREENING AND ASSESSMENT AND CRISIS

SERVICES.—AIl eligible individuals enrolled under a
health plan are eligible to receive coverage for out-
patient mental illness and substance abuse treat-

ment consisting of screening and assessment and

CIISIS services.

(4) COLLATERAL SERVICES.—An eligible indi-
vidual is eligible to receive coverage for outpatient
mental illness and substance abuse treatment con-
sisting of collateral services if the individual is a
family member (deseribed in section 1011(b)) of an
individual who is receiving inpatient and residential
mental illness and substance abuse treatment, inten-
sive nonresidential mental illness and substance
abuse treatment, or outpatient mental illness and
substance abuse treatment.
(¢) INPATIENT AND RESIDENTIAL TREATMENT.—
(1) DEFINITION.—For purposes of this subtitle,
the term “inpatient and residential mental illness
and substance abuse treatment” means the items
and services described in paragraphs (1) through (3)

of section 1861(b) of the Social Security Act when
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provided with respect to a diagnosable mental dis-
order or a diagnosable substance abuse disorder to—
(A) an inpatient of a hospital, psychiatric
hospital, residential treatment center, residen-
tial detoxification center, crisis residential pro-
oram, or mental illness residential treatment
program; or
(B) a resident of a therapeutic family or
oroup treatment home or community residential
treatment and recovery center for substance
abuse.
The National Health Board shall specify those
health professional services described in section 1112
that shall be treated as inpatient and residential
mental illness and substance abuse treatment when

provided to such an inpatient or resident.

(2) LomrraTioNs.—Coverage for inpatient and
residential mental illness and substance abuse treat-
ment is subject to the following limitations:

(A) RESIDENTIAL MENTAL  ILLNESS
TREATMENT.—Such treatment, when provided
with respect to a diagnosable mental disorder in
a setting that is not a hospital or a psychiatrie
hospital, is covered only to avert the need for,

or as an alternative to, treatment in a hospital
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or a psychiatric hospital, as determined by a
health professional designated by the health
plan in which the individual receiving such
treatment 1s enrolled.

(B) RESIDENTIAL SUBSTANCE ABUSE
TREATMENT.—Such treatment, when provided
with respect to a diagnosable substance abuse
disorder in a setting that is not a hospital or
a psychiatric hospital, 1s covered only if a
health professional designated by the health
plan in which the individual receiving such
treatment 1s enrolled determines (based on ecri-
teria that the plan may choose to employ) that
the individual should receive such treatment.

(C) LEAST RESTRICTIVE SETTING.—Such
treatment is covered only when—

(1) provided to an individual in the
least restrictive inpatient or residential set-
ting that is effective and appropriate for
the individual; and

(11) less restrictive intensive nonresi-
dential or outpatient treatment would be
ineffective or inappropriate.

(D) ANNUAL LiMIT.—Prior to January 1,

2001, such treatment is subject to an ageregate
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annual limit of 30 days. A maximum of 30 ad-
ditional days of such treatment shall be covered
for an individual if a health professional des-
ignated by the health plan in which the indi-
vidual is enrolled determines in advance that—
(1) the individual poses a threat to his
or her own life or the life of another indi-

vidual; or
(i1) the medical condition of the indi-

vidual requires inpatient treatment in a

hospital or a psychiatric hospital in order

to 1nmitiate, change, or adjust pharma-
cological or somatic therapy.

(E) INPATIENT HOSPITAL TREATMENT
FOR SUBSTANCE ABUSE.—Such treatment,
when provided in a hospital or a psychiatric
hospital with respect to a diagnosable substance
abuse disorder, i1s covered under this section
only for detoxification requiring the manage-
ment of psychiatric conditions associated with
withdrawal from alcohol or drugs. The items
and services described in this section do not in-
clude medical detoxification as required for the

management of medical conditions associated
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with withdrawal from alcohol or drugs (which is
covered under section 1111).
(d) INTENSIVE NONRESIDENTIAL TREATMENT.—

(1) DEFINITION.—For purposes of this subtitle,
the term “‘intensive nonresidential mental illness and
substance abuse treatment” means diagnostic or
therapeutic items or services provided with respect
to a diagnosable mental disorder or a diagnosable
substance abuse disorder to an individual—

(A) participating in a partial hospitaliza-
tion program, a day treatment program, a psy-
chiatric rehabilitation program, or an ambula-
tory detoxification program; or

(B) receiving home-based mental illness
services or behavioral aide mental illness serv-
ices.

The National Health Board shall specify those
health professional services desceribed in section 1112
that shall be treated as intensive nonresidential men-
tal illness and substance abuse treatment when pro-
vided to such an individual.

(2) Limrrarions.—Coverage for intensive non-
residential mental illness and substance abuse treat-

ment 1s subject to the following limitations:
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(A) DISCRETION OF PLAN.—An individual

shall receive coverage for such treatment if a

health professional designated by the health

plan in which the individual is enrolled deter-

mines (based on criteria that the plan may

choose to employ) that the individual should re-

ceive such treatment.

(B) TREATMENT PURPOSES.—Such treat-

ment 1s covered only when provided—

*S 1775 PCS

(1) to avert the need for, or as an al-
ternative to, treatment in residential or in-
patient settings;

(11) to facilitate the earlier discharge
of an individual receiving inpatient or resi-
dential care;

(i11) to restore the functioning of an
individual with a diagnosable mental dis-
order or a diagnosable substance abuse
disorder; or

(iv) to assist such an individual to de-
velop the skills and gain access to the sup-
port services the individual needs to
achieve the maximum level of functioning
of the individual within the community.

(C) ANNUAL LIMIT.—
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(i) IN GENERAL.—Prior to January 1,
2001, the number of covered days of inpa-
tient and residential mental illness and
substance abuse treatment that are avail-
able to an individual under the 30-day
limit described in the first sentence of sub-
section (¢)(2)(D) shall be reduced by 1 day
for each 2 covered days of intensive non-
residential mental illness and substance
abuse treatment that are provided to the
individual, until such number is reduced to
Zero.

(1) ADDITIONAL DAYS.—After the
number of covered days referred to in
clause (1) has been reduced to zero with re-
spect to an individual, the individual shall
receive coverage for a maximum of 60 days
of 1Intensive nonresidential mental illness
and substance abuse treatment if a health
professional designated by the health plan
in which the individual is enrolled deter-
mines that the individual should receive
such treatment.

(D) DETOXIFICATION.—Intensive nonresi-

dential mental illness and substance abuse
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treatment consisting of detoxification is covered
only if it is provided in the context of a treat-
ment program.

(E) OUT-OF-POCKET MAXIMUM.—Prior to
January 1, 2001, expenses for intensive non-
residential mental illness and substance abuse
treatment that an individual incurs prior to sat-
isfying a deductible applicable to such treat-
ment, and copayments and coinsurance paid by
or on behalf of the individual for such treat-
ment, may not be applied toward any annual
out-of-pocket limit on cost sharing under any
cost sharing schedule desceribed in part 3 of this
subtitle if such treatment is provided—

(i) with respect to a diagnosable sub-
stance abuse disorder; or

(i1) pursuant to subparagraph (C)(ii).

(e) OUTPATIENT TREATMENT.—

(1) DEFINITION.—For purposes of this subtitle,

the term “outpatient mental illness and substance
abuse treatment” means the following services pro-
vided with respect to a diagnosable mental disorder
or a diagnosable substance abuse disorder in an out-

patient setting:

(A) Screening and assessment.
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(B) Diagnosis.

(C) Medical management.

(D) Substance abuse counseling and re-
lapse prevention.
(E) Crisis services.
(F) Somatic treatment services.
(G) Psychotherapy.
(H) Case management.
(I) Collateral services.

(2) LiamrraTioNns.—Coverage for outpatient

mental illness and substance abuse treatment is sub-

ject to the following limitations:

(A) HEALTH PROFESSIONAL SERVICES.—
Such treatment is covered only when it con-
stitutes health professional services (as defined
in section 1112(¢)(2)).

(B) DISCRETION OF PLAN.—An individual
shall receive coverage for outpatient mental ill-
ness and substance abuse treatment consisting
of substance abuse counseling and relapse pre-
vention if a health professional designated by
the health plan in which the individual is en-
rolled determines (based on criteria that the
plan may choose to employ) that the individual

should receive such treatment. This subpara-

*S 1775 PCS



O o0 N N W B W =

|\ I N© TR NG T NS R NS R U e e T e T e e T
A W N = O VWV 0 N O W BN~ WD = O

5y

oraph does not apply to group therapy covered

pursuant to subparagraph (C)(ii)(II).

*S 1775 PCS

(C) ANNUAL LIMITS.
(1) PSYCHOTHERAPY AND COLLAT-

ERAL SERVICES.

Prior to January 1,
2001, psychotherapy and collateral services
are subject to an ageregate annual limit of
30 wisits per individual. Additional visits
may be covered, at the discretion of the
health plan in which the individual receiv-
ing treatment is enrolled, to prevent hos-
pitalization or to facilitate earlier hospital
release, for which the number of covered
days of inpatient and residential mental ill-
ness and substance abuse treatment that
are available to an individual under the 30-
day limit deseribed in the first sentence of
subsection (¢)(2)(D) shall be reduced by 1
day for each 4 wvisits. After such number
has been reduced to zero, no additional vis-
its under the preceding sentence may be
covered.

(1) SUBSTANCE ABUSE COUNSELING

AND RELAPSE PREVENTION.—
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(I) IN GENERAL.—Except as pro-
vided in subclause (II), the number of
covered days of mpatient and residen-
tial mental illness and substance
abuse treatment that are available to
an individual under the 30-day limit
described in the first sentence of sub-
section (¢)(2)(D) shall be reduced by
1 day for each 4 wvisits for substance
abuse counseling and relapse preven-
tion that are covered for the indi-
vidual under subparagraph (B). After
such number has been reduced to
zero, no visits for substance abuse
counseling and relapse prevention may
be covered, except as provided in sub-
clause (II).

(IT) GROUP THERAPY.—Prior to
January 1, 2001, substance abuse
counseling and relapse prevention con-
sisting of group therapy is subject to
a separate agegregate annual limit of
30 wvisits, if such therapy occurs with-
in 12 months after the individual has

received, with respect to a diagnosable
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24 title:

(f) OTHER DEFINITIONS.

09

substance abuse disorder, inpatient
and residential mental illness and sub-
stance abuse treatment or intensive
nonresidential mental illness and sub-
stance abuse treatment. The prowvi-
sions of clause (1) and subclause (I)
do not apply to therapy that is de-
scribed in the preceding sentence.

(D) DETOXIFICATION.—Outpatient mental
illness and substance abuse treatment con-
sisting of detoxification is covered only if it is
provided in the context of a treatment program.

(E) OUT-OF-POCKET MAXIMUM.—Prior to
January 1, 2001, expenses for outpatient men-
tal illness and substance abuse treatment that
an individual incurs prior to satisfying a de-
ductible applicable to such treatment, and co-
payments and coinsurance paid by or on behalf
of the individual for such treatment, may not be
applied toward any annual out-of-pocket limit
on cost sharing under any cost sharing schedule

described in part 3 of this subtitle.

For purposes of this sub-
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(1) CASE MANAGEMENT.—The term ‘“‘case man-
agement’”’ means services that assist individuals in
caining access to needed medical, social, educational,
and other services.

(2) DIAGNOSABLE MENTAL DISORDER AND
DIAGNOSABLE SUBSTANCE ABUSE DISORDER.—The
terms  “‘diagnosable  mental  disorder”  and
“diagnosable substance abuse disorder” mean a dis-
order that—

(A) is listed in the Diagnostic and Statis-
tical Manual of Mental Disorders, Third Edi-
tion, Revised or a revised version of such man-
ual (except V Codes for Conditions Not Attrib-
utable to a Mental Disorder That Are a Focus
of Attention or Treatment);

(B) 1s the equivalent of a disorder de-
seribed in subparagraph (A), but is listed in the
International Classification of Diseases, 9th Re-
vision, Clinical Modification, Third Edition or a
revised version of such text; or

(C) 1s listed in any authoritative text speci-
fying diagnostic criteria for mental disorders or
substance abuse disorders that is identified by

the National Health Board.
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(3) PsycrmaTrIiCc 11OSPITAL.—The term “‘psy-
chiatric hospital” has the meaning given such term
in section 1861(f) of the Social Security Act, except

that such term shall include—
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(A) in the case of an item or service pro-
vided to an individual whose applicable health
plan is specified pursuant to section 1004(b)(1),
a facility of the uniformed services under title
10, United States Code, that is engaged in pro-
viding services to inpatients that are equivalent
to the services provided by a psychiatric hos-
pital;

(B) in the case of an item or service pro-
vided to an individual whose applicable health
plan is specified pursuant to section 1004(b)(2),
a facility operated by the Department of Vet-
erans Affairs that is engaged in providing serv-
ices to Inpatients that are equivalent to the
services provided by a psychiatric hospital; and

(C) in the case of an item or service pro-
vided to an individual whose applicable health
plan is specified pursuant to section 1004(b)(3),
a facility operated by the Indian Health Service

that 1s engaged in providing services to inpa-
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tients that are equivalent to the services pro-
vided by a psychiatric hospital.
SEC. 1116. FAMILY PLANNING SERVICES AND SERVICES
FOR PREGNANT WOMEN.
The services described in this section are the fol-
lowing items and services:
(1) Voluntary family planning services.
(2) Contraceptive devices that—
(A) may only be dispensed upon preserip-
tion; and
(B) are subject to approval by the Sec-
retary of Health and Human Services under the
Federal Food, Drug, and Cosmetic Act.
(3) Services for pregnant women.
SEC. 1117. HOSPICE CARE.

The hospice care described in this section is the items
and services described in paragraph (1) of section
1861(dd) of the Social Security Act, as defined in para-
oraphs (2), (3), and (4)(A) of such section (with the ex-
ception of paragraph (2)(A)(ii1)), except that all references
to the Secretary of Health and Human Services in such
paragraphs shall be treated as references to the National

Health Board.
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SEC. 1118. HOME HEALTH CARE.

(a) COVERAGE.—The home health care described in
this section 15—

(1) the items and services described in section
1861 (m) of the Social Security Act; and

(2) home infusion drug therapy services de-
seribed in section 1861(1) of the Social Security Act
(as inserted by section 2005).

(b) LiMITATIONS.—Coverage for home health care is
subject to the following limitations:

(1) INPATIENT TREATMENT ALTERNATIVE.—
Such care is covered only as an alternative to inpa-
tient treatment in a hospital, skilled nursing facility,
or rehabilitation facility after an illness or injury.

(2) REEVALUATION.—At the end of each 60-
day period of home health care, the need for contin-
ued care shall be reevaluated by the person who is
primarily responsible for providing the home health
care. Additional periods of care are covered only if
such person determines that the requirement in
paragraph (1) is satisfied.

SEC. 1119. EXTENDED CARE SERVICES.
(a) COVERAGE.—The extended care services de-
seribed in this section are the items and services described

in section 1861(h) of the Social Security Act when pro-

*S 1775 PCS



64

I wvided to an inpatient of a skilled nursing facility or a reha-

2 bilitation facility.

3 (b) LaMmrTATIONS.—Coverage for extended care serv-

4 ices 1s subject to the following limitations:

5 (1) HOSPITAL ALTERNATIVE.—Such services
6 are covered only as an alternative to inpatient treat-
7 ment in a hospital after an illness or injury.
8 (2) ANNUAL LIMIT.—Such services are subject
9 to an aggregate annual limit of 100 days.
10 (¢) DEFINITIONS.—For purposes of this subtitle:
11 (1) REHABILITATION FACILITY.—The term ‘‘re-
12 habilitation facility’” means an institution (or a dis-
13 tinet part of an institution) which is established and
14 operated for the purpose of providing diagnostic,
15 therapeutic, and rehabilitation services to individuals
16 for rehabilitation from illness or ijury.
17 (2) SKILLED NURSING FACILITY.—The term
18 “skilled nursing facility’” means an institution (or a
19 distinet part of an institution) which is primarily en-
20 caged in providing to residents—
21 (A) skilled nursing care and related serv-
22 ices for residents who require medical or nurs-
23 ing care; or
24 (B) rehabilitation services to residents for
25 rehabilitation from illness or injury.
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1 SEC. 1120. AMBULANCE SERVICES.

2 (a) COVERAGE.—The ambulance services described in
3 this section are the following items and services:

4 (1) Ground transportation by ambulance.

5 (2) Air transportation by an aircraft equipped
6 for transporting an injured or sick individual.

7 (3) Water transportation by a vessel equipped
8 for transporting an injured or sick individual.

9 (b) LimrraTioNs.—Coverage for ambulance services

10 1is subject to the following limitations:

11 (1) MEDICAL INDICATION.—Ambulance services
12 are covered only in cases in which the use of an am-
13 bulance is indicated by the medical condition of the
14 individual concerned.

15 (2) AIR TRANSPORT.—Air transportation is cov-
16 ered only in cases in which there is no other method
17 of transportation or where the use of another meth-
18 od of transportation is contra-indicated by the med-
19 ical condition of the individual concerned.

20 (3) WATER TRANSPORT.—Water transportation
21 i1s covered only in cases in which there is no other
22 method of transportation or where the use of an-
23 other method of transportation is contra-indicated
24 by the medical condition of the individual concerned.
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SEC. 1121. OUTPATIENT LABORATORY, RADIOLOGY, AND

DIAGNOSTIC SERVICES.

The items and services described in this section are
laboratory, radiology, and diagnostic services provided
upon prescription to individuals who are not inpatients of
a hospital, hospice, skilled nursing facility, or rehabilita-
tion facility.

SEC. 1122. OUTPATIENT PRESCRIPTION DRUGS AND
BIOLOGICALS.

(a) COVERAGE.—The items described in this section
are the following:

(1) Covered outpatient drugs described in sec-
tion 1861(t) of the Social Security Act (as amended

by section 2001(b))—

(A) except that, for purposes of this sec-
tion, a medically accepted indication with re-
spect to the use of a covered outpatient drug in-
cludes any use which has been approved by the
Food and Drug Administration for the drug,
and includes another use of the drug if—

(1) the drug has been approved by the

Food and Drug Administration; and

(i1) such use is supported by one or
more citations which are included (or ap-
proved for inclusion) in one or more of the
following compendia: the American IHos-
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| pital Formulary Service-Drug Information,
2 the American Medical Association Drug
3 Evaluations, the United States Pharma-
4 copoeia-Drug Information, and other au-
5 thoritative compendia as identified by the
6 Secretary, unless the Secretary has deter-
7 mined that the use is not medically appro-
8 priate or the use is identified as not indi-
9 cated in one or more such compendia; or
10 (111) such use 1s medically accepted
11 based on supportive clinical evidence in
12 peer reviewed medical literature appearing
13 in publications which have been identified
14 for purposes of this clause by the Sec-
15 retary; and

16 (B) notwithstanding any exclusion from
17 coverage that may be made with respect to such
18 a drug under title XVIII of such Act pursuant
19 to section 1862(a)(18) of such Act.
20 (2) Blood clotting factors when provided on an
21 outpatient basis.
22 (b) REVISION OF COMPENDIA LisT.—The Secretary

23 may revise the list of compendia in subsection (a)(1)(A)(i1)

24 designated as appropriate for identifying medically accept-

25 ed indications for drugs.
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(¢) BLooD CLOTTING KFACTORS.—For purposes of
this subtitle, the term “blood clotting factors” has the
meaning given such term in section 1861(s)(2)(I) of the
Social Security Act.

SEC. 1123. OUTPATIENT REHABILITATION SERVICES.
(a) COVERAGE.—The outpatient rehabilitation serv-
ices described in this section are—
(1) outpatient occupational therapy;
(2) outpatient physical therapy; and
(3) outpatient speech pathology services for the

purpose of attaining or restoring speech.

(b) LimiTATIONS.—Coverage for outpatient rehabili-
tation services is subject to the following limitations:
(1) RESTORATION OF CAPACITY OR MINIMIZA-

TION OF LIMITATIONS.—Such services include only

items or services used to restore functional capacity
or minimize limitations on physical and cognitive
functions as a result of an illness or injury.

(2) REEVALUATION.—At the end of each 60-
day period of outpatient rehabilitation services, the
need for continued services shall be reevaluated by
the person who is primarily responsible for providing
the services. Additional periods of services are cov-
ered only if such person determines that functioning

1S Improving.

*S 1775 PCS



69

1 SEC. 1124. DURABLE MEDICAL EQUIPMENT AND PROS-

2
3

THETIC AND ORTHOTIC DEVICES.

(a) COVERAGE.—The items and services described in

4 this section are—
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(1) durable medical equipment, including acces-
sories and supplies necessary for repair, function,
and maintenance of such equipment;

(2) prosthetic devices (other than dental de-
vices) which replace all or part of the function of an
internal body organ (including colostomy bags and
supplies directly related to colostomy care), including
replacement of such devices;

(3) accessories and supplies which are used di-
rectly with a prosthetic device to achieve the thera-
peutic benefits of the prosthesis or to assure the
proper functioning of the device;

(4) leg, arm, back, and neck braces;

(5) artificial legs, arms, and eyes, including re-
placements if required because of a change in the
patient’s physical condition; and

(6) fitting and training for use of the items de-
seribed in paragraphs (1) through (5).

(b) LIMITATION.—An item or service described in

24 this section is covered only if it improves functional ability

25 or prevents further deterioration in function.
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(¢) DURABLE MEDICAL EQUIPMENT.—For purposes
of this subtitle, the term ‘“‘durable medical equipment” has
the meaning given such term in section 1861(n) of the
Social Security Act.

SEC. 1125. VISION CARE.

(a) COVERAGE.—The wvision care described in this
section 18 routine eye examinations, diagnosis, and treat-
ment for defects in vision.

(b) LamrTATION.—Eyveglasses and contact lenses are
covered only for individuals less than 18 years of age, ac-
cording to a periodicity schedule established by the Board.
SEC. 1126. DENTAL CARE.

(a) COVERAGE.—The dental care described in this
section is the following:

(1) Emergency dental treatment, including sim-
ple extractions, for acute infections, bleeding, and
injuries to natural teeth and oral structures for con-
ditions requiring immediate attention to prevent
risks to life or significant medical complications, as
specified by the National Health Board.

(2) Prevention and diagnosis of dental disease,
including oral dental examinations, radiographs,
dental sealants, fluoride application, and dental pro-

phylaxis.
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(3) Treatment of dental disease, including rou-
tine fillings, prosthetics for genetic defects, peri-
odontal maintenance, and endodontic services.

(4) Space maintenance procedures to prevent
orthodontic complications.

(5) Interceptive orthodontic treatment to pre-
vent severe malocclusion.

(b) LIMITATIONS.

Coverage for dental care is sub-

ject to the following limitations:

(1) PREVENTION AND DIAGNOSIS.—Prior to
January 1, 2001, the items and services deseribed in
subsection (a)(2) are covered only for individuals
less than 18 years of age. On or after such date,
such items and services are covered for all eligible
individuals enrolled under a health plan, except that
dental sealants are not covered for individuals 18
vears of age or older.

(2) TREATMENT OF DENTAL DISEASE.—Prior
to January 1, 2001, the items and services described
in subsection (a)(3) are covered only for individuals
less than 18 years of age. On or after such date,
such items and services are covered for all eligible
individuals enrolled under a health plan, except that
endodontic services are not covered for individuals

18 years of age or older.
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(3) SPACE MAINTENANCE.—The items and
services desceribed in subsection (a)(4) are covered
only for individuals at least 3 years of age, but less

than 13 years of age and—
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(A) are limited to posterior teeth;

(B) involve maintenance of a space or
spaces for permanent posterior teeth that would
otherwise be prevented from normal eruption if
the space were not maintained; and

(C) do not include a space maintainer that
is placed within 6 months of the expected erup-
tion of the permanent posterior tooth con-
cerned.

(4) INTERCEPTIVE ORTHODONTIC  TREAT-

MENT.—Prior to January 1, 2001, the items and
services described in subsection (a)(d) are not cov-
ered. On or after such date, such items and services
are covered only for individuals at least 6 years of
age, but less than 12 years of age.

SEC. 1127. HEALTH EDUCATION CLASSES.

(a) COVERAGE.—Subject to subsection (b), the items
and services described in this section are health education
and training classes to encourage the reduction of behav-
ioral risk factors and to promote healthy activities. Such

education and training classes may include smoking ces-
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sation, nutrition counseling, stress management, support
eroups, and physical training classes.

(b) DISCRETION OF PLAN.—A health plan may offer
education and training classes at its discretion.

(¢) CONSTRUCTION.—This section shall not be con-
strued to include or limit education or training that is pro-
vided in the course of the delivery of health professional
services (as defined in section 1112(¢)).

SEC. 1128. INVESTIGATIONAL TREATMENTS.

(a) COVERAGE.—Subject to subsection (b), the items
and services described in this subsection are qualifying in-
vestigational treatments that are administered for a life-
threatening disease, disorder, or other health condition (as
defined by the National Health Board).

(b) DISCRETION OF PLAN.—A health plan may cover
an investigational treatment described in subsection (a) at
its discretion.

(¢) ROUTINE CARE DURING INVESTIGATIONAL
TREATMENTS.—The comprehensive benefit package in-
cludes an item or service described in any other section
of this part, subject to the limitations and cost sharing
requirements applicable to the item or service, when the
item or service is provided to an individual in the course

of an investigational treatment, if—
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(1) the treatment is a qualifying investigational
treatment; and
(2) the item or service would have been pro-
vided to the individual even if the individual were
not receiving the ivestigational treatment.

(d) DEFINITIONS.—For purposes of this subtitle:

(1) QUALIFYING INVESTIGATIONAL TREAT-
MENT.—The term “qualifying investigational treat-
ment” means a treatment—

(A) the effectiveness of which has not been
determined; and

(B) that is under clinical investigation as
part of an approved research trial.

(2) APPROVED RESEARCH TRIAL.—The term
“approved research trial” means—

(A) a research trial approved by the Sec-

retary of Health and Human Services, the Di-

rector of the National Institutes of Iealth, the

Commissioner of the Food and Drug Adminis-

tration, the Secretary of Veterans Affairs, the

Secretary of Defense, or a qualified nongovern-

mental research entity as defined in guidelines

of the National Institutes of Health; or
(B) a peer-reviewed and approved research

program, as defined by the Secretary of Health
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1 and Human Services, conducted for the primary
2 purpose of determining whether or not a treat-
3 ment is safe, efficacious, or having any other
4 characteristic of a treatment which must be
5 demonstrated in order for the treatment to be
6 medically necessary or appropriate.

7 PART 3—COST SHARING

8 SEC. 1131. COST SHARING.

9 (a) IN GENERAL.—Each health plan shall offer to in-
10 dividuals enrolled under the plan one, but not more than
I1 one, of the following cost sharing schedules, which sched-
12 ule shall be offered to all such enrollees:

13 (1) Liower cost sharing (described in section
14 1132).

15 (2) Higher cost sharing (described in section
16 1133).

17 (3) Combination cost sharing (described in sec-
18 tion 1134).

19 (b) COST SHARING FOR LOW-INCOME FAMILIES.—

20 For provisions relating to reducing cost sharing for certain
21 low-income families, see section 1371.

22 (¢) DEDUCTIBLES, COST SIARING, AND OUT-OF-
23 POCKET LiMITS ON COST SHARING.—

24 (1) APPLICATION ON AN ANNUAL BASIS.—The

25 deductibles and out-of-pocket limits on cost sharing
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for a year under the schedules referred to in sub-
section (a) shall be applied based upon expenses in-
curred for items and services furnished in the year.

(2) INDIVIDUAL AND FAMILY GENERAL

DEDUCTIBLES.
(A) INDIVIDUAL.—Subject to subpara-
oraph (B), with respect to an individual en-
rolled under a health plan (regardless of the
class of enrollment), any individual general de-
ductible in the cost sharing schedule offered by
the plan represents the amount of countable ex-
penses (as defined in subparagraph (C)) that
the individual may be required to incur in a
year before the plan incurs liability for expenses
for such items and services furnished to the in-
dividual.

(B) FAMILY.—In the case of an individual
enrolled under a health plan under a family
class of enrollment (as defined 1 section
1011(c)(2)(A)), the individual general deduct-
ible under subparagraph (A) shall not apply to
countable expenses incurred by any member of
the individual’s family in a year at such time as

the family has incurred, in the aggregate,

*S 1775 PCS



O o0 N N BB W =

[\© TN NG I N T NG I NG I NG R N e T e e T e T e e T
[ T NG U N N = = N Re - BN B o) W ) LR ~S O T NO = e

7

countable expenses in the amount of the family
general deductible for the year.

(C) COUNTABLE EXPENSE.—In this para-
oraph, the term ‘“‘countable expense” means,
with respect to an individual for a year, an ex-
pense for an item or service covered by the
comprehensive benefit package that is subject
to the general deductible and for which, but for
such deductible and any other cost sharing
under this subtitle, a health plan is lable for
payment. The amount of countable expenses for
an individual for a year under this paragraph
shall not exceed the individual general deduct-
ible for the year.

(3) COINSURANCE AND COPAYMENTS.—After a

egeneral or separate deductible that applies to an
item or service covered by the comprehensive benefit
package has been satisfied for a year, subject to
paragraph (4), coinsurance and copayments are
amounts (expressed as a percentage of an amount
otherwise payable or as a dollar amount, respec-
tively) that an individual may be required to pay
with respect to the item or service.

(4) INDIVIDUAL AND FAMILY LIMITS ON COST

SIHARING.—
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(A) INDIVIDUAL.—Subject to subpara-
oraph (B), with respect to an individual en-
rolled under a health plan (regardless of the
class of enrollment), the individual out-of-pock-
et limit on cost sharing in the cost sharing
schedule offered by the plan represents the
amount of expenses that the individual may be
required to incur under the plan in a year be-
cause of a general deductible, separate
deductibles, copayments, and coinsurance before
the plan may no longer impose any cost sharing
with respect to items or services covered by the
comprehensive benefit package that are pro-
vided to the individual, except as provided in
subsections (d)(2)(E) and (e)(2)(E) of section
1115.

(B) FAMILY.—In the case of an individual
enrolled under a health plan under a family
class of enrollment (as defined 1 section
1011(c)(2)(A)), the family out-of-pocket limit
on cost sharing in the cost sharing schedule of-
fered by the plan represents the amount of ex-
penses that members of the individual’s family,
in the aggregate, may be required to incur

under the plan in a year because of a general
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deductible, separate deductibles, copayments,
and coinsurance before the plan may no longer
impose any cost sharing with respect to items
or services covered by the comprehensive benefit
package that are provided to any member of the
individual’s family, except as provided in sub-
sections (d)(2)(E) and (e)(2)(E) of section
1115.

SEC. 1132. LOWER COST SHARING.
(a) IN GENERAL.—The lower cost sharing schedule

referred to in section 1131 that is offered by a health

(1) may not include a deductible;
(2) shall have—

(A) an annual individual out-of-pocket
limit on cost sharing of $1500; and

(B) an annual family out-of-pocket limit on
cost sharing of $3000;
(3) except as provided in paragraph (4)—

(A) shall prohibit payment of any coinsur-
ance; and

(B) subject to section 1152, shall require
payment of the copayment for an item or serv-
ice (if any) that is specified for the item or

service in the table under section 1135; and
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(4) shall require payment of coinsurance for an
out-of-network item or service (as defined in section
1402(f)) in an amount that is a percentage (deter-
mined under subsection (b)) of the applicable pay-
ment rate for the item or service established under
section 1322(¢), but only if the item or service is
subject to coinsurance under the higher cost sharing
schedule deseribed in section 1133.

(b) OUT-OF-NETWORK COINSURANCE PERCENT-

AGE.—

(1) IN GENERAL.—The National Health Board
shall determine a percentage referred to in sub-

section (a)(4). The percentage

(A) may not be less than 20 percent; and
(B) shall be the same with respect to all
out-of-network items and services that are sub-
ject to coinsurance, except as provided in para-

oraph (2).

(2) ExceEpTiON.—The National Health Board
may provide for a percentage that is greater than a
percentage determined under paragraph (1) in the
case of an out-of-network item or service for which,
under the higher cost sharing schedule deseribed in
section 1133, the coinsurance is greater than 20 per-

cent of the applicable payment rate.
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1 SEC. 1133. HIGHER COST SHARING.

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(a) IN GENERAL.—The higher cost sharing schedule

referred to in section 1131 that is offered by a health

plan—

(1) shall have an annual individual general de-
ductible of $200 and an annual family general de-
ductible of $400 that apply with respect to expenses
incurred for all items and services in the comprehen-
sive benefit package except—

(A) an item or service with respect to
which a separate individual deductible applies
under paragraph (2), (3), or (4); or

(B) an item or service described in para-
oraph (5), (6), or (7) with respect to which a
deductible does not apply;

(2) shall require an individual to incur expenses
during each episode of inpatient and residential
mental illness and substance abuse treatment (de-
sceribed in section 1115(¢)) equal to the cost of one
day of such treatment before the plan provides bene-
fits for such treatment to the individual;

(3) shall require an individual to incur expenses
during each episode of intensive nonresidential men-
tal illness and substance abuse treatment (described

in section 1115(d)) equal to the cost of one day of
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such treatment before the plan provides benefits for
such treatment to the individual,

(4) shall require an individual to incur expenses
in a year for outpatient prescription drugs and
biologicals (described in section 1122) equal to $250
before the plan provides benefits for such items to
the individual,

(5) shall require an individual to incur expenses
in a year for dental care described in section 1126,
except the items and services for prevention and di-
agnosis  of dental disease described in section
1126(a)(2), equal to $50 before the plan provides
benefits for such care to the individual,

(6) may not require any deductible for clinical
preventive services (described in section 1114);

(7) may not require any deductible for clinician
visits and associated services related to prenatal care
or 1 post-partum visit under section 1116;

(8) may not require any deductible for the
items and services for prevention and diagnosis of
dental disease described in section 1126(a)(2);

(9) shall have—

(A) an annual individual out-of-pocket

limit on cost sharing of $1500; and
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(B) an annual family out-of-pocket limit on
cost sharing of $3000;

(10) shall prohibit payment of any copayment;
and

(11) subject to section 1152, shall require pay-
ment of the coinsurance for an item or service (if
any) that is specified for the item or service in the
table under section 1135.

(b) EPISODES OF TREATMENT.—

(1) INPATIENT AND RESIDENTIAL TREAT-
MENT.—For purposes of subsection (a)(2), an epi-
sode of impatient and residential mental illness and
substance abuse treatment shall be considered to
begin on the date an individual is admitted to a fa-
cility for such treatment and to end on the date the
individual is discharged from the facility.

(2) INTENSIVE  NONRESIDENTIAL  TREAT-
MENT.—For purposes of subsection (a)(3), an epi-
sode of intensive nonresidential mental illness and
substance abuse treatment—

(A) shall be considered to begin on the
date an individual begins participating in a pro-
oram described in section 1115(d)(1)(A) and to
end on the date the individual ceases such par-

ticipation; or
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(B) shall be considered to begin on the
date an individual begins receiving home-based
or behavioral aide services described in section
1115(d)(1)(B) and to end on the date the indi-

vidual ceases to receive such services.

SEC. 1134. COMBINATION COST SHARING.

(a) IN GENERAL.—The combination cost sharing

schedule referred to in section 1131 that is offered by a

health plan—

(1) shall have—
(A) an annual individual out-of-pocket
limit on cost sharing of $1500; and
(B) an annual family out-of-pocket limit on
cost sharing of $3000; and
(2) otherwise shall require different cost shar-
ing for in-network items and services than for out-
of-network items and services.

(b) IN-NETWORK ITEMS AND SERVICES.—With re-

spect to an in-network item or service (as defined in sec-
tion 1402(f)(1)), the combination cost sharing schedule

that 1s offered by a health plan—

(1) may not apply a deductible;
(2) shall prohibit payment of any coinsurance;

and
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| (3) shall require payment of a copayment in ac-
cordance with the lower cost sharing schedule de-
scribed in section 1132.

With

(¢) OUT-OF-NETWORK ITEMS AND SERVICES.

respect to an out-of-network item or service (as defined

ule that is offered by a health plan—
(1) shall require an individual and a family to

2

3

4

5

6 in section 1402(f)(2)), the combination cost sharing sched-
7

8

9 Incur expenses before the plan provides benefits for
0

1 the 1item or service in accordance with the
11 deductibles under the higher cost sharing schedule
12 described in section 1133;

13 (2) shall prohibit payment of any copayment;
14 and

15 (3) shall require payment of coinsurance in ac-
16 cordance with such schedule.

17 SEC. 1135. TABLE OF COPAYMENTS AND COINSURANCE.
18 (a) IN GENERAL.—The following table specifies, for
19 different items and services, the copayments and coinsur-

20 ance referred to in sections 1132 and 1133:

Copayments and Coinsurance for Items and Services
e Cloet Shatsnor
Benefit Section Lower V("(M Sharing Higher Cost Sharing Schedule
Schedule
Inpatient hospital services ..... 1111  No copayment 20 percent of applicable
payment rate
Outpatient hospital services ... 1111 $10 per visit 20 pereent of applicable

payment rate
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Jontinued

Benefit

Section

Lower Cost Sharing

Higher Cost Sharing Schedule

Schedule
Hospital emergency room
SCIVICES woveviieeeiiieeeiirieaeiienns 1111 $25 per visit (un- 20 pereent of applicable
less patient has payment rate
an emergency
medical condition
as defined in sec-
tion 1867(e)(1)
of the Social Se-
curity Act)
Services of health profes-
SI0NALS evieiiiee 1112 $10 per visit 20 pereent of applicable
payment rate
Emergency services other
than hospital emergency
FOOM SCIVICES ovvvrrerivieennnennnn 1113 $25 per visit (un- 20 pereent of applicable
less patient has payment rate
an emergency
medical condition
as defined in sec-
tion 1867(e)(1)
of the Social Se-
curity Act)
Ambulatory medical and sur-
gical Serviees ........coooeeenne. 1113 $10 per visit 20 percent of applicable
payment rate
Clinical preventive services 1114 No copayment No coinsurance
Inpatient and residential men-
tal illness and substance
abuse treatment ............... 1115 No copayment 20 percent of applicable
payment rate
Intensive nonresidential men-
tal illness and substance
abuse treatment (except
treatment provided pursu-
ant to section
1115(d)(2)(C) (1)) corvrrrennnn 1115 No copayment 20 pereent of applicable
payment rate
Intensive nonresidential men-
tal illness and substance
abuse treatment provided
pursuant to section
1115(A)(2)(C)(11) corrreeenneen 1115 $25 per visit 50 percent of applicable
payment rate
Outpatient mental illness and
substance abuse treatment
(except psychotherapy, col-
lateral services, and case
management) .........c..cceeee.nn 1115 $10 per visit 20 pereent of applicable

payment rate
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Jontinued

Benefit

Section

Lower Cost Sharing

Higher Cost Sharing Schedule

Schedule
Outpatient psychotherapy and
collateral services ............... 1115 $25 per visit until 50 pereent of applicable
January 1, 2001, payment rate until Jan-
and $10 per visit uary 1, 2001, and 20
thereafter percent thereafter
Case management .................. 1115 No copayment No coinsurance
Family planning and services
for pregnant women (except
clinician visits and associ-
ated services related to pre-
natal care and 1 post-
partum visit) ........cccoeeeeennns 1116 $10 per visit 20 pereent of applicable
payment rate
Clinician visits and associated
services related to prenatal
care and 1 post-partum
VISIE wevviieeiiee e 1116  No copayment No coinsurance
Hospice care ........ccocveevneeens 1117  No copayment 20 pereent of applicable
payment rate
Home health care ................... 1118  No copayment 20 pereent of applicable
payment rate
Extended care services ........... 1119  No copayment 20 percent of applicable
payment rate
Ambulance services ................ 1120  No copayment 20 percent of applicable
payment rate
Outpatient laboratory, radi-
ology, and diagnostic serv-
ICCS et 1121  No copayment 20 pereent of applicable
payment rate
Outpatient preseription drugs
and biologicals .................... 1122 $5 per prescription 20 percent of applicable
payment rate
Outpatient rehabilitation serv-
ICCS  viereeiiie e 1123 $10 per visit 20 pereent of applicable
payment rate
Durable medical equipment
and prosthetic and orthotic
deviees ...ooviiniiiiieniieen 1124 No copayment 20 percent of applicable
payment rate
Vision care .......oeeevveeeeeennnnn.. 1125 $10 per visit (No 20 percent of applicable

additional charge
for 1 set of nec-
essary eyeglasses
for an individual
less than 18
years of age)

payment rate
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Copayments and Coinsurance for Items and Services

Continued

Lower Cost Sharing

Benefit Section R
h Schedule

Higher Cost Sharing Schedule

Dental care (except space
maintenance procedures
and interceptive orthodontic
treatment) .......ocoeoiviiiennn. 1126 $10 per visit 20 pereent of applicable
payment rate

Space maintenance proce-
dures and interceptive or-
thodontic treatment ........... 1126 $20 per visit 40 pereent of applicable
payment rate

Health education classes ........ 1127  All cost sharing All cost sharing rules de-

rules determined termined by plans
by plans

Investigational treatment for
life-threatening condition ... 1128  All cost sharing All cost sharing rules de-
rules determined termined by plans
by plans

S O 0 N9 N B W
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(b) APPLICABLE PAYMENT RATE.—For purposes of
this section, the term ‘“‘applicable payment rate”, when
used with respect to an item or service, means the applica-
ble payment rate for the item or service established under
section 1322(c).

SEC. 1136. INDEXING DOLLAR AMOUNTS RELATING TO

COST SHARING.

(a) IN GENERAL.—Any deductible, copayment, out-

of-pocket limit on cost sharing, or other amount expressed
in dollars in this subtitle for items or services provided
in a year after 1994 shall be such amount increased by
the percentage specified in subsection (b) for the year.

(b) PERCENTAGE.—The percentage specified in this
subsection for a year is equal to the product of the factors
described in subsection (d) for the year and for each pre-

vious year after 1994, minus 1.
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(¢c) ROUNDING.—Any increase (or decrease) under

2 subsection (a) shall be rounded, in the case of an amount

3 specified in this subtitle of—

4

O o0 9 O W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

(1) $200 or less, to the nearest multiple of $1,

(2) more than $200, but less than $500, to the
nearest multiple of $5, or

(3) $500 or more, to the nearest multiple of
$10.

(d) FACTOR.—

(1) IN GENERAL.—The factor described in this
subsection for a year is 1 plus the general health
care inflation factor (as specified in section
6001(a)(3) and determined under paragraph (2)) for
the year.

(2) DETERMINATION.—In computing such fac-
tor for a year, the percentage increase in the CPI
for a year (referred to in section 6001(b)) shall be
determined based upon the percentage increase in
the average of the CPI for the 12-month period end-
ing with August 31 of the previous year over such
average for the preceding 12-month period.

PART 4—EXCLUSIONS

SEC. 1141. EXCLUSIONS.

(a) MEDICAL NECESSITY.—The comprehensive ben-

25 efit package does not include—
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(1) an item or service that is not medically nec-
essary or appropriate; or

(2) an item or service that the National Health
Board may determine is not medically necessary or
appropriate in a regulation promulgated under sec-
tion 1154.

(b) ADDITIONAL EXCLUSIONS.—The comprehensive
benefit package does not include the following items and
services:

(1) Custodial care, except in the case of hospice
care under section 1117.

(2) Surgery and other procedures performed
solely for cosmetic purposes and hospital or other
services incident thereto, unless—

(A) required to correct a congenital anom-
aly; or
(B) required to restore or correct a part of
the body that has been altered as a result of—
(1) accidental injury;
(i1) disease; or
(iii) surgery that is otherwise covered
under this subtitle.
(3) Hearing aids.
(4) Eyeglasses and contact lenses for individ-

uals at least 18 years of age.
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1 (5) In vitro fertilization services.

2 (6) Sex change surgery and related services.

3 (7) Private duty nursing.

4 (8) Personal comfort items, except in the case
5 of hospice care under section 1117.

6 (9) Any dental procedures involving orthodontic
7 care, inlays, gold or platinum fillings, bridges,
8 crowns, pin/post retention, dental implants, surgical
9 periodontal procedures, or the preparation of the
10 mouth for the fitting or continued use of dentures,
11 except as specifically described in section 1126.

12 PART 5—ROLE OF THE NATIONAL HEALTH

13 BOARD

14 SEC. 1151. DEFINITION OF BENEFITS.

15 (a) IN GENERAL.—The National Health Board may
16 promulgate such regulations or establish such guidelines
17 as may be necessary to assure uniformity in the applica-
18 tion of the comprehensive benefit package across all health
19 plans.

20 (b) FLEXIBILITY IN DELIVERY.—The regulations or
21 guidelines under subsection (a) shall permit a health plan
22 to deliver covered items and services to individuals enrolled
23 under the plan using the providers and methods that the

24 plan determines to be appropriate.
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SEC. 1152. ACCELERATION OF EXPANDED BENEFITS.

(a) IN GENERAL.—Subject to subsection (b), at any
time prior to January 1, 2001, the National IHealth
Board, in its discretion, may by regulation expand the
comprehensive benefit package by—

(1) adding any item or service that is added to
the package as of January 1, 2001; and

(2) requiring that a cost sharing schedule de-
scribed in part 3 of this subtitle reflect (wholly or
in part) any of the cost sharing requirements that

apply to the schedule as of January 1, 2001.

No such expansion shall be effective except as of January
1 of a year.

(b) CoNDITION.—The Board may not expand the
benefit package under subsection (a) which is to become
effective with respect to a year, by adding any item or
service or altering any cost sharing schedule, unless the
Board estimates that the additional increase in per capita
health care expenditures resulting from the addition or al-
teration, for each regional alliance for the year, will not
cause any regional alliance to exceed its per capita target

(as determined under section 6003).
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1 SEC. 1153. AUTHORITY WITH RESPECT TO CLINICAL PRE-

VENTIVE SERVICES.
(a) IN GENERAL.—With respect to clinical preventive

services described in section 1114, the National Health

2

3

4

5 Board—
6 (1) shall specify and define specific items and
7 services as clinical preventive services for high risk
8 populations and shall establish and update a perio-
9

dicity schedule for such items and services;

10 (2) shall update the periodicity schedules for
11 the age-appropriate immunizations, tests, and clini-
12 cian visits specified in subsections (b) through (h) of
13 such section;

14 (3) shall establish rules with respect to coverage
15 for an immunization, test, or clinician visit that is
16 not provided to an individual during the age range
17 for such immunization, test, or clinician visit that is
18 specified in one of subsections (b) through (h) of
19 such section; and

20 (4) may otherwise modify the items and services
21 described in such section, taking into account age
22 and other risk factors, but may not modify the cost
23 sharing for any such item or service.

24 (b) CONSULTATION.—In performing the functions de-

25 seribed in subsection (a), the National Health Board shall
26 consult with experts in clinical preventive services.
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SEC. 1154. ESTABLISHMENT OF STANDARDS REGARDING

MEDICAL NECESSITY.

The National Health Board may promulgate such
regulations as may be necessary to carry out section
1141(a)(2) (relating to the exclusion of certain services
that are not medically necessary or appropriate).

PART 6—ADDITIONAL PROVISIONS RELATING TO
HEALTH CARE PROVIDERS

SEC. 1161. OVERRIDE OF RESTRICTIVE STATE PRACTICE
LAWS.

No State may, through licensure or otherwise, re-
strict the practice of any class of health professionals be-
yvond what is justified by the skills and training of such
professionals.

SEC. 1162. PROVISION OF ITEMS OR SERVICES CONTRARY
TO RELIGIOUS BELIEF OR MORAL CONVIC-
TION.

A health professional or a health facility may not be
required to provide an item or service in the comprehen-
sive benefit package if the professional or facility objects
to doing so on the basis of a religious belief or moral con-
vietion.

Subtitle C—State Responsibilities
SEC. 1200. PARTICIPATING STATE.

(a) IN GENERAL.—For purposes of the approval of

a State health care system by the Board under section
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1 1511, a State is a “‘participating State’ if the State meets

2 the applicable requirements of this subtitle.

3

© o 9 o W A
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(b) SUBMISSION OF SYSTEM DOCUMENT.—

(1) IN GENERAL.—In order to be approved as
a participating State under section 1511, a State
shall submit to the National Health Board a docu-
ment (in a form and manner specified by the Board)
that describes the State health care system that the
State 1s establishing (or has established).

(2) DEADLINE.—If a State is not a partici-
pating State with a State health care system in op-
eration by January 1, 1998, the provisions of sub-
part C of part 1 of subtitle F' (relating to respon-
sibilities in absence of State systems) shall take ef-
fect.

(3) SUBMISSION OF INFORMATION SUBSEQUENT
TO APPROVAL.—A State approved as a participating
State under section 1511 shall submit to the Board
an annual update to the State health care system
not later than February 15 of each year following
the first year for which the State is a participating
State. The update shall contain—

(A) such information as the Board may re-

quire to determine that the system shall meet
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the applicable requirements of this Act for the
succeeding year; and

(B) such information as the Board may re-
quire to determine that the State operated the
system during the previous year in accordance
with the Board’s approval of the system for

such previous year.

PART 1—GENERAL STATE RESPONSIBILITIES

SEC. 1201. GENERAL STATE RESPONSIBILITIES.

The responsibilities for a participating State are as

follows:

(1) REGIONAL ALLIANCES.—Establishing one
or more regional alliances (in accordance with sec-

tion 1202).

(2) HEALTH PLANS.—Certifying health plans

(in accordance with section 1203).

(3) FINANCIAL SOLVENCY OF PLANS.—Assur-
ing the financial solvency of health plans (in accord-
ance with section 1204).

(4) ADMINISTRATION.—Designating an agency
or official charged with coordinating the State re-
sponsibilities under this Act.

(5) WORKERS COMPENSATION AND AUTO-
MOBILE INSURANCE.—Conforming State laws to

meet, the requirements of subtitles A and B of title
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X (relating to medical benefits under workers com-

pensation and automobile insurance).

(6) OTHER RESPONSIBILITIES.—Carrying out
other responsibilities of participating States specified

under this Act.

SEC. 1202. STATE RESPONSIBILITIES WITH RESPECT TO AL-

LIANCES.

(a) ESTABLISHMENT OF ALLIANCES.
(1) IN GENERAL.—A participating State shall—
(A) establish and maintain one or more re-
oional alliances in accordance with this section
and subtitle D, and ensure that such alliances
meet the requirements of this Act; and
(B) designate alliance areas in accordance
with subsection (b).
(2) DEADLINE.—A State may not be a partici-
pating State for a year unless the State has estab-
lished such alliances by March 1 of the previous

year.

(b) ALLIANCE AREAS.
(1) IN GENERAL.—In accordance with this sub-
section, each State shall designate a geographic area
assigned to each regional alliance. Each such area is
referred to in this Act as an “alliance area’ .

(2) POPULATION REQUIRED.—
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(A) IN GENERAL.—Each alliance area shall
encompass a population large enough to ensure
that the alliance has adequate market share to
negotiate effectively with health plans providing
the comprehensive benefit package to eligible
individuals who reside in the area.

(B) TREATMENT OF CONSOLIDATED MET-

ROPOLITAN STATISTICAL AREAS.—An alliance

area that includes a Consolidated Metropolitan

Statistical Area within a State is presumed to

meet the requirement of subparagraph (A).

(3) SINGLE ALLIANCE IN EACH AREA.—No geo-
oeraphic area may be assigned to more than one re-
eional alliance.

(4) BOUNDARIES.—In establishing boundaries
for alliance areas, the State may not discriminate on
the basis of or otherwise take into account race, age,
language, religion, national origin, socio-economic
status, disability, or perceived health status.

(5) TREATMENT OF METROPOLITAN AREAS.

The entire portion of a metropolitan statistical area
located in a State shall be included in the same alli-
ance area.

(6) NO PORTIONS OF STATE PERMITTED TO BE

OUTSIDE ALLIANCE AREA.—Each portion of the
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State shall be assigned to a regional alliance under
this subsection.

(¢) STATE COORDINATION OF REGIONAL ALLI-

ANCES.—One or more States may allow or require two or
more regional alliances to coordinate their operations,
whether such alliances are in the same or different States.
Such coordination may include adoption of joint operating
rules, contracting with health plans, enforcement activi-
ties, and establishment of fee schedules for health pro-
viders.

(d) ASSISTANCE IN COLLECTION OF AMOUNTS OWED
TO ALLIANCES.—Each State shall assure that the
amounts owed to regional alliances in the State are col-

lected and paid to such alliances.

(e) ASSISTANCE IN ELIGIBILITY VERIFICATIONS.

(1) IN GENERAL.—KEach State shall assure that
the determinations of eligibility for cost sharing as-
sistance (and premium discounts and cost sharing
reductions for families) are made by regional alli-
ances in the State on the basis of the best informa-
tion available to the alliances and the State.

(2) PROVISION OF INFORMATION.—Each State
shall use the information available to the State

under section 6103(1)(7)(D)(x) of the Internal Rev-
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enue Code of 1986 to assist regional alliances in

verifying such eligibility status.

(f) SPECIAL REQUIREMENTS FOR ALLIANCES WITH
SINGLE-PAYER SYSTEM.—If the State operates an alli-
ance-specific single-payer system (as described in part 2),
the State shall assure that the regional alliance in which
the system is operated meets the requirements for such
an alliance described in section 1224(b).

() PAYMENT OF SHORTFALLS FOR CERTAIN ADMIN-

ISTRATIVE ERRORS.—Each participating State is finan-
cially responsible, under section 9201(c)(2), for adminis-
trative errors described in section 9201(e)(2).
SEC. 1203. STATE RESPONSIBILITIES RELATING TO HEALTH
PLANS.
(a) CRITERIA FOR CERTIFICATION.—
(1) IN GENERAL.—For purposes of this section,
a participating State shall establish and publish the
criteria that are used in the certification of health
plans under this section.

(2) REQUIREMENTS.—Such criteria shall be es-

tablished with respect to—
(A) the quality of the plan,

(B) the financial stability of the plan,

*S 1775 PCS



O o0 9 AN U B~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

101

(C) the plan’s capacity to deliver the com-
prehensive benefit package in the designated
service area,

(D) other applicable requirements for
health plans under parts 1, 3, and 4 of subtitle
K, and

(E) other requirements imposed by the
State consistent with this part.

(b) CERTIFICATION OF HEALTH PLANS.—A partici-
pating State shall certify each plan as a regional alliance
health plan that it determines meets the criteria for cer-
tification established and published under subsection (a).

(¢) MONITORING.—A participating State shall mon-
itor the performance of each State-certified regional alli-
ance health plan to ensure that it continues to meet the
criteria for certification.

(d) LIMITATIONS ON AUTHORITY.—A participating
State may not—

(1) diseriminate against a plan based on the
domicile of the entity offering of the plan; and

(2) regulate premium rates charged by health
plans, except as may be required under title VI (re-
lating to the enforcement of cost containment rules

for plans in the State) or as may be necessary to en-
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sure that plans meet financial solvency requirements
under section 1408.
() ASSURING ADEQUATE ACCESS TO A CHOICE OF

HEALTH PLANS.

(1) GENERAL ACCESS.

(A) IN GENERAL.—Each participating

State shall ensure that—
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(i) each regional alliance eligible fam-
ily has adequate access to enroll in a
choice of regional alliance health plans pro-
viding services in the area in which the in-
dividual resides, including (to the max-
Imum extent practicable) adequate access
to a plan whose premium is at or below the
weighted average premium for plans in the
regional alliance, and

(i1) each such family that is eligible
for a premium discount under section
6104(b) is provided a discount in accord-
ance with such section (including an in-
crease in such discount described in section
6104(b)(2)).

(B) AuTtoriTy.—In order to carry out its

responsibility under subparagraph (A), a par-

ticipating State may require, as a condition of
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entering into a contract with a regional alliance

under section 1321, that one or more certified

regional alliance health plans cover all (or se-
lected portions) of the alliance area.

(2) ACCESS TO PLANS USING CENTERS OF EX-
CELLENCE.—Each participating State may require,
as a condition of entering into a contract with a re-
oional alliance under section 1321, that one or more
certified health plans provide access (through reim-
bursement, contracts, or otherwise) of enrolled indi-
viduals to services of centers of excellence (as des-
ignated by the State in accordance with rules pro-
mulgated by the Secretary).

(3) USE OF INCENTIVES TO ENROLL AND

SERVE DISADVANTAGED GROUPS.—A State may pro-

vide—

(A) for an adjustment to the risk-adjust-
ment methodology under section 1541(b) and
other financial incentives to regional alliance
health plans to ensure that such plans enroll in-
dividuals who are members of disadvantaged
oroups, and

(B) for appropriate extra services, such as
outreach to encourage enrollment and transpor-

tation and interpreting services to ensure access
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to care, for certain population groups that face

barriers to access because of geographic loca-

tion, income levels, or racial or cultural dif-
ferences.

(f) COORDINATION OF WORKERS COMPENSATION
SERVICES AND AUTOMOBILE INSURANCE.—Each partici-
pating State shall comply with the responsibilities regard-
ing workers’ compensation and automobile insurance spec-
ified in subtitles A and B of title X.

(g) IMPLEMENTATION OF MANDATORY REINSUR-
ANCE SYSTEM.—If the risk adjustment and reinsurance
methodology developed under section 1541 includes a
mandatory reinsurance system, each participating State
shall establish a reinsurance program consistent with such
methodology and any additional standards established by
the Board.

(h) REQUIREMENTS FOR PLANS OFFERING SUPPLE-
MENTAL INSURANCE.—Notwithstanding any other provi-
sion of this Act a State may not certify a regional alliance
health plan under this section if—

(1) the plan (or any entity with which the plan
1s affiliated under such rules as the Board may es-
tablish) offers a supplemental health benefit policy
(as defined in section 1421(b)(1)) that fails to meet

the applicable requirements for such a policy under
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part 2 of subtitle E (without regard to the State in
which the policy is offered); or
(2) the plan offers a cost sharing policy (as de-
fined in section 1421(b)(2)) that fails to meet the
applicable requirements for such a policy under part

2 of subtitle E.

SEC. 1204. FINANCIAL SOLVENCY; FISCAL OVERSIGHT;
GUARANTY FUND.

(a) CAPITAL STANDARDS.—A participating State
shall establish capital standards for health plans that meet
minimum Federal requirements established by the Na-
tional Health Board under sections 1503(1) and 1551(a).

(b) REPORTING AND AUDITING REQUIREMENTS.—
Each participating State shall define financial reporting
and auditing requirements and requirements for fund re-
serves adequate to monitor the financial status of plans.

(¢) GUARANTY F'UND.—

(1)  EstaBnisuMENT.—Each  participating

State shall ensure that there is a guaranty fund that

meets the requirements established by the Board

under sections 1503(1) and 1552, in order to provide
financial protection to health care providers and oth-
ers in the case of a failure of a regional alliance

health plan.
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(2) ASSESSMENTS TO PROVIDE FUNDS.—In the
case of a failure of one or more regional alliance
health plans, the State may require each regional al-
liance health plan within the State to pay an assess-
ment to the State in an amount not to exceed 2 per-
cent of the premiums of such plans paid by or on
behalf of regional alliance eligible individuals during
a year for so long as necessary to generate sufficient
revenue to cover any outstanding claims against the
failed plan.

(d) PROCEDURES IN EVENT OF PLAN FAILURE.—

(1) IN GENERAL.—A participating State shall
assure that, in the event of the failure of a regional
alliance health plan in the State, eligible individuals
enrolled in the plan will be assured continuity of cov-
erage for the comprehensive benefit package.

(2) DESIGNATION OF STATE AGENCY.—A par-
ticipating State shall designate an agency of State
covernment that supervises or assumes control of
the operation of a regional alliance health plan in
the case of the failure of the plan.

(3) PROTECTIONS FOR HEALTI CARE PRO-

VIDERS AND ENROLLEES.—Kach participating State

shall assure that in the case of a plan failure—
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(A) the guaranty fund shall pay health
care providers for items and services covered
under the comprehensive benefit package for
enrollees of the plan for which the plan is other-
wise obligated to make payment;

(B) after making all payments required to
be made to providers under subparagraph (A),
the guaranty fund shall make payments for the
operational, administrative, and other costs and
debts of the plan (in accordance with require-
ments imposed by the State based on rules pro-
mulgated by the Board);

(C) such health care providers have no
legal right to seek payment from eligible indi-
viduals enrolled in the plan for any such cov-
ered items or services (other than the enrollees’
oblications under cost sharing arrangements);
and

(D) health care providers are required to
continue caring for such eligible individuals
until such individuals are enrolled in a new
health plan.

(4) PLAN FAILURE.—For purposes of this sec-

tion, the failure of a health plan means the current

or imminent inability of the plan to pay claims.
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SEC. 1205. RESTRICTIONS ON FUNDING OF ADDITIONAL

[E—

BENEFITS.

If a participating State provides benefits (either di-
rectly or through regional alliance health plans or other-
wise) in addition to those covered under the comprehensive
benefit package, the State may not provide for payment
for such benefits through funds provided under this Act.

PART 2—REQUIREMENTS FOR STATE SINGLE-

NolEe B e Y, e~ L OV R \O)

PAYER SYSTEMS

10 SEC. 1221. SINGLE-PAYER SYSTEM DESCRIBED.

11 The Board shall approve the application of a State
12 to operate a single-payer system if the Board finds that

13 the system—

14 (1) meets the requirements of section 1222;

15 (2)(A) meets the requirements for a Statewide
16 single-payer system under section 1223 in the case
17 of a system offered throughout a State; or

18 (B) meets the requirements for an alliance-spe-
19 cifie single-payer system under section 1224, in the
20 case of a system offered in a single alliance of a
21 State.

22 SEC. 1222. GENERAL REQUIREMENTS FOR SINGLE-PAYER
23 SYSTEMS.
24 Each single-payer system shall meet the following re-

25 quirements:
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(1) ESTABLISHMENT BY STATE.—The system is
established under State law, and State law provides
for mechanisms to enforce the requirements of the
system.

(2) OPERATION BY STATE.—The system is op-
erated by the State or a designated agency of the
State.

(3) ENROLLMENT OF ELIGIBLE INDIVIDUALS.

(A) MANDATORY ENROLLMENT OF ALL
REGIONAL ALLIANCE INDIVIDUALS.—The sys-
tem provides for the enrollment of all eligible
individuals residing in the State (or, in the case
of an alliance-specific single-payer system, in
the alliance area) for whom the applicable
health plan would otherwise be a regional alli-
ance health plan.

(B) OPTIONAL ENROLLMENT OF MEDI-

CARE-ELIGIBLE INDIVIDUALS.

At the option of
the State, the system may provide for the en-
rollment of medicare-individuals residing in the
State (or, in the case of an alliance-specific sin-
ole-payer system, in the alliance area) if the
Secretary of Health and Human Services has
approved an application submitted by the State

under section 1893 of the Social Security Act
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(as added by section 4001(a)) for the integra-

tion of medicare beneficiaries into plans of the
State. Nothing in this subparagraph shall be
construed as requiring that a State have a sin-
ole-payer system in order to provide for such in-
tegration.

(C) OPTIONAL ENROLLMENT OF COR-
PORATE ALLIANCE INDIVIDUALS IN STATEWIDE
PLANS.—At the option of the State, a Statewide
single-payer system may provide for the enroll-
ment of individuals residing in the State who
are otherwise eligible to enroll in a corporate al-
liance health plan under section 1311.

(D) OPTIONS INCLUDED IN STATE SYSTEM
DOCUMENT.—A State may not exercise any of
the options described in subparagraphs (A) or
(B) for a year unless the State included a de-
seription of the option in the submission of its
system document to the Board for the year
under section 1200(b).

(E) EXCLUSION OF CERTAIN INDIVID-
UALS.—A single-payer system may not require
the enrollment of electing veterans, active duty
military personnel, and electing Indians (as de-

fined 1in 1012(d)).
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(4) DIRECT PAYMENT TO PROVIDERS.

(A) IN GENERAL.—With respect to pro-
viders who furnish items and services included
in the comprehensive benefit package to individ-
uals enrolled in the system, the State shall
make payments directly to such providers and
assume (subject to subparagraph (B)) all finan-
cial risk associated with making such payments.

(B) CAPITATED PAYMENTS PERMITTED.—
Nothing in subparagraph (A) shall be construed
to prohibit providers furnishing items and serv-
ices under the system from receiving payments
from the plan on a capitated, at-risk basis
based on prospectively determined rates.

(5) PROVISION OF COMPREHENSIVE BENEFIT

PACKAGE.—

(A) IN GENERAL.—The system shall pro-
vide for coverage of the comprehensive benefit
package, including the cost sharing provided
under the package (subject to subparagraph
(B)), to all individuals enrolled in the system.

(B) IMPOSITION OF REDUCED COST SIHAR-
ING.—The system may decrease the cost shar-
ing otherwise provided in the comprehensive

benefit package with respect to any class of in-
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dividuals enrolled in the system or any class of
services included in the package, so long as the
system does not increase the cost sharing other-
wise 1mposed with respect to any other class of
individuals or services.

(6) CoST CONTAINMENT.—The system shall

provide for mechanisms to ensure, in a manner sat-

isfactory to the Board, that—

(A) per capita expenditures for items and
services in the comprehensive benefit package
under the system for a year (beginning with the
first year) do not exceed an amount equivalent
to the regional alliance per capita premium tar-
oet that is determined under section 6003
(based on the State being a single regional alli-
ance) for the year;

(B) the per capita expenditures described
in subparagraph (A) are computed and effec-
tively monitored; and

(C)  automatic, mandatory, nondis-
cretionary reductions in payments to health
care providers will be imposed to the extent re-
quired to assure that such per capita expendi-
tures do not exceed the applicable target re-

ferred to in subparagraph (A).
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1 (7) REQUIREMENTS GENERALLY APPLICABLE
2 TO HEALTH PLANS.—The system shall meet the re-
3 quirements applicable to a health plan under section
4 1400(a), except that—

5 (A) the system does not have the authority
6 provided to health plans under section
7 1402(a)(2) (relating to permissible limitations
8 on the enrollment of eligible individuals on the
9 basis of limits on the plan’s capacity);
10 (B) the system is not required to meet the
11 requirements of section 1404 (a) (relating to re-
12 strictions on the marketing of plan materials);
13 and

14 (C) the system is not required to meet the
15 requirements of section 1408 (relating to plan
16 solvency).

17 SEC. 1223. SPECIAL RULES FOR STATES OPERATING STATE-
18 WIDE SINGLE-PAYER SYSTEM.
19 (a) IN GENERAL.—In the case of a State operating

20 a Statewide single-payer system—

21 (1) the State shall operate the system through-
22 out the State through a single alliance;

23 (2) except as provided in subsection (b), the
24 State shall meet the requirements for participating
25 States under part 1; and
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1 (3) the State shall assume the functions de-
seribed in subsection (¢) that are otherwise required
to be performed by regional alliances in participating
States that do not operate a Statewide single-payer
system.

(b) EXCEPTIONS TO CERTAIN REQUIREMENTS FOR

PARTICIPATING STATES.—In the case of a State operating

a Statewide single-payer system, the State is not required

O o0 9 N U B W

to meet the following requirements otherwise applicable to

10 participating States under part 1:

11 (1) ESTABLISHMENT OF ALLIANCES.—The re-
12 quirements of section 1202 (relating to the estab-
13 lishment of alliances).

14 (2) HEALTH PLANS.—The requirements of sec-
15 tion 1203 (relating to health plans), other than the
16 requirement of subsection (f) of such section (relat-
17 ing to coordination of workers’ compensation serv-
18 ices and automobile liability insurance).

19 (3) FINANCIAL SOLVENCY.—The requirements
20 of section 1204 (relating to the financial solvency of
21 health plans in the State).

22 (¢) ASSUMPTION BY STATE OF CERTAIN REQUIRE-

23 MENTS APPLICABLE TO REGIONAL ALLIANCES.—A State

24 operating a Statewide single-payer system shall be subject
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I to the following requirements otherwise applicable to re-

2 gional alliances in other participating States:

3

© o 9 o W A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(1) ENROLLMENT; ISSUANCE OF HEALTH SECU-
RITY CARDS.—The requirements of subsections (a)
and (c) of section 1323 and section 1324 shall apply
to the State, eligible individuals residing in the
State, and the single-payer system operated by the
State in the same manner as such requirements
apply to a regional alliance, alliance eligible individ-
uals, and regional alliance health plans.

(2) REDUCTIONS IN COST SHARING FOR LOW-
INCOME INDIVIDUALS.—The requirement of section
1371 shall apply to the State in the same manner
as such requirement applies to a regional alliance.

(3) DATA COLLECTION; QUALITY.—The require-
ments of section 1327 shall apply to the State and
the single-payer system operated by the State in the
same manner as such requirement applies to a re-
eional alliance and health plans offered through a
regional alliance.

(4)  ANTI-DISCRIMINATION; COORDINATION.—
The requirements of section 1328 shall apply to the
State in the same manner as such requirements
apply with respect to a regional alliance.

(d) FINANCING.—
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(1) IN GENERAL.—A State operating a State-
wide single-payer system shall provide for the financ-
ing of the system using, at least in part, a payroll-
based financing system that requires employers to
pay at least the amount that the employers would be
required to pay if the employers were subject to the
requirements of subtitle B of title VI.

(2) USE OF FINANCING METHODS.—Such a

State may use, consistent with paragraph (1), any
other method of financing.

(e) SINGLE-PAYER STATE DEFINED.—In this Act,

the term “‘single-payer State” means a State with a State-
wide single-payer system in effect that has been approved
by the Board in accordance with this part.

SEC. 1224. SPECIAL RULES FOR ALLIANCE-SPECIFIC SIN-

GLE-PAYER SYSTEMS.

(a) IN GENERAL.—In the case of a State operating

an alliance-specific single-payer system—

(1) the State shall meet the requirements for
participating States under part 1; and

(2) the regional alliance in which the system is
operated shall meet the requirements of subsection
(b).

(b) REQUIREMENTS FOR ALLIANCE IN WHICH SYS-

25 TEM OPERATES.—A regional alliance in which an alliance-
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I specific single payer system is operated shall meet the re-

2 quirements applicable to regional alliances under subtitle

3 D, except that the alliance is not required to meet the fol-

4 lowing requirements of such subtitle:

5

O o0 3

10
11
12
13
14
15
16
17
18
19
20
21
22
23

The re-

(1) CONTRACTS WITH HEALTH PLANS.
quirements of section 1321 (relating to contracts
with health plans).

(2) CHOICE OF HEALTH PLANS OFFERED.—The
requirements of subsections (a) or (b) of section
1322 (relating to offering a choice of health plans to
eligible enrollees).

(3) ESTABLISHMENT OF OMBUDSMAN OF-
FICE.—The requirements of section 1326(a) (relat-
ing to the establishment of an office of ombudsman).

(4) ADDRESSING NEEDS OF AREAS WITH INAD-
EQUATE HEALTII SERVICES.—The regional alliance
does not have any of the authorities described in
subsections (a) and (b) of section 1329 (relating to
adjusting payments to plans and encouraging the es-

tablishment of new plans).

Subtitle D—Health Alliances

SEC. 1300. HEALTH ALLIANCE DEFINED.

In this Act, the term ‘“health alliance” means a re-

24 oional alliance (as defined in section 1301) and a cor-

25 porate alliance (as defined in section 1311).

*S 1775 PCS



O o0 9 N U B WD =

|\ JEE \© R \O R O I N0 R T T S S S e
A W D= O O 0NN N N R WY = O

118
PART 1—ESTABLISHMENT OF REGIONAL AND

CORPORATE ALLIANCES
Subpart A—Regional Alliances
SEC. 1301. REGIONAL ALLIANCE DEFINED.
In this Aect, the term ‘“‘regional alliance” means a

non-profit organization, an independent state agency, or

an agency of the State which
(1) meets the applicable organizational require-
ments of this subpart, and
(2) 1s carrying out activities consistent with
part 2.
SEC. 1302. BOARD OF DIRECTORS.

(a) IN GENERAL.—A regional alliance must be gov-
erned by a Board of Directors appointed consistent with
the provisions of this subpart. All powers vested in a re-
eional alliance under this Act shall be vested in the Board
of Directors.

(b) MEMBERSIHIP.—

(1) IN GENERAL.—Such a Board of Directors
shall consist of—

(A) members who represent employers

whose employees purchase health coverage

through the alliance, including self-employed in-

dividuals who purchase such coverage; and
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(B) members who represent individuals
who purchase such coverage, including employ-
ees who purchase such coverage.

(2) EQUAL REPRESENTATION OF EMPLOYERS

AND CONSUMERS.—The number of members of the

Board described under subparagraph (A) of para-
oeraph (1) shall be the same as the number of mem-
bers described in subparagraph (B) of such para-
oraph.

(¢) No CONFLICT OF INTEREST PERMITTED.—An

individual may not serve as a member of the Board of

12 Directors if the individual is one of the following (or an

13
14
15
16
17
18
19
20
21
22
23
24
25

immediate family member of one of the following):

(1) A health care provider.

(2) An individual who is an employee or mem-
ber of the Board of Directors of, has a substantial
ownership in, or derives substantial income from, a
health care provider, health plan, pharmaceutical
company, or a supplier of medical equipment, de-
vices, or services.

(3) A person who derives substantial income
from the provision of health care.

(4)(A) A member or employee of an association,
law firm, or other institution or organization that

represents the interests of one or more health care
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providers, health plans or others involved in the

health care field, or (B) an individual who practices

as a professional in an area involving health care.
SEC. 1303. PROVIDER ADVISORY BOARDS FOR REGIONAL
ALLTANCES.

Each regional alliance must establish a provider advi-
sory board consisting of representatives of health care pro-
viders and professionals who provide covered services
through health plans offered by the alliance.

Subpart B—Corporate Alliances
SEC. 1311. CORPORATE ALLIANCE DEFINED; INDIVIDUALS
ELIGIBLE FOR COVERAGE THROUGH COR-
PORATE ALLIANCES; ADDITIONAL DEFINI-
TIONS.

(a) CORPORATE ALLIANCE DEFINED.—In this Act,
the term ‘“‘corporate alliance”” means an eligible sponsor
(as defined in subsection (b)) if—

(1) the sponsor elects, in a form and manner
specified by the Secretary of Liabor consistent with
this subpart, to be treated as a corporate alliance
under this title and such election has not been ter-
minated under section 1313; and

(2) the sponsor has filed with the Secretary of

Labor a document describing how the sponsor shall
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carry out activities as such an alliance consistent
with part 4.

(b) ELIGIBLE SPONSORS.

(1) IN GENERAL.—In this subpart, each of the
following is an eligible sponsor:

(A) LARGE EMPLOYER.—An employer
that—

(1) 1s a large employer (as defined in
subsection (e)(2)) as of the date of an elec-
tion under subsection (a)(1), and

(i1) is not an excluded employer de-
seribed in paragraph (2).

(B) PLAN SPONSOR OF A MULTIEMPLOYER
PLAN.—A plan sponsor described in section
3(16)(B)(ii) of Employee Retirement Income
Security Act of 1974, but only with respect to
a group health plan that is a multiemployer
plan (as defined in subsection (e)(3)) main-
tained by the sponsor and only if—

(1) such plan offered health benefits
as of September 1, 1993, and

(i1) as of both September 1, 1993, and
January 1, 1996, such plan has more than
5,000 active participants in the United

States, or the plan is maintained by one or
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more affiliates of the same labor organiza-
tion, or one or more affiliates of labor or-
canizations representing employees in the
same industry, covering more than 5,000
employees.

(C) RURAL ELECTRIC COOPERATIVE AND

RURAL TELEPHONE COOPERATIVE ASSOCIA-

TION.—A rural electric cooperative or a rural

telephone cooperative association, but only with

respect to a group health plan that is main-

tained by such cooperative or association (or

members of such cooperative or association)

and only if such plan—

(2) EXCLUDED EMPLOYERS.

(1) offered health benefits as of Sep-
tember 1, 1993, and

(i1) as of both September 1, 1993, and
January 1, 1996, has more than 5,000
full-time employees in the United States

entitled to health benefits under the plan.

For purposes of

paragraph (1)(A), any of the following are excluded

employers described in this paragraph:

(A) An employer whose primary business is

employee leasing.
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(B) The Federal government (other than
the United States Postal Service).

(C) A State government, a unit of local
covernment, and an agency or instrumentality
of government, including any special purpose
unit of government.

(¢) INDIVIDUALS ELIGIBLE To ENROLL IN COR-

PORATE ALLIANCE HEALTH PLANS.

For purposes of
part 1 of subtitle A, subject to subsection (d)—
(1) FULL-TIME EMPLOYEES OF LARGE EMPLOY-

ERS.

Each eligible individual who is a full-time em-
ployee (as defined in section 1901(b)(2)(C)) of a
large employer that has an election in effect as a
corporate alliance is eligible to enroll in a corporate
alliance health plan offered by such corporate alli-

ance.

(2) MULTIEMPLOYER ALLIANCES.

(A) PArTICIPANTS.—Each participant and
beneficiary (as defined in subparagraph (B))
under a multiemployer plan, with respect to
which an eligible sponsor of the plan described
in subsection (b)(1)(B) has an election in effect
as a corporate alliance, is eligible to enroll in a
corporate alliance health plan offered by such

corporate alliance.
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(B) PARTICIPANT AND BENEFICIARY DE-
FINED.—In subparagraph (A), the terms ‘“‘par-
ticipant” and “‘beneficiary’” have the meaning
eiven such terms in section 3 of the Employee
Retirement Income Security Act of 1974.

(3) FULL-TIME EMPLOYEES OF RURAL COOPER-
ATIVE ALLIANCES.—Each full-time employee of a
member of a rural electric cooperative or rural tele-
phone cooperative association which has an election
in effect as a corporate alliance (and each full-time
employee of such a cooperative or association) is eli-
oible to enroll in a corporate alliance health plan of-
fered by such corporate alliance.

(4) INELIGIBLE TO ENROLL IN REGIONAL ALLI-
ANCE HEALTH PLAN.—Except as provided in section
1013, a corporate alliance eligible individual is not
eligible to enroll under a regional alliance health
plan.

In ac-

(d) EXCLUSION OF (CERTAIN INDIVIDUALS.

cordance with rules of the Board, the following individuals

shall not be treated as corporate alliance eligible individ-

(1) AFDC recipients.
(2) SSI recipients.
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(3) Individuals who are desceribed in section
1004(b) (relating to veterans, military personnel,
and Indians) and who elect an applicable health plan
described in such section.

(4) Employees who are seasonal or temporary
workers (as defined by the Board), other than such
workers who are treated as corporate alliance eligible
individuals pursuant to a collective bargaining agree-
ment (as defined by the Secretary of Labor).

(¢) DEFINITIONS RELATING TO CORPORATE ALLI-

In this subtitle, except as otherwise provided:

(1) GroUP HEALTH PLAN.—The term “‘group
health plan” means an employee welfare benefit plan
(as defined in section 3(1) of the Employee Retire-
ment Income Security Act of 1974) providing med-
1cal care (as defined in section 213(d) of the Inter-
nal Revenue Code of 1986) to participants or bene-
ficiaries (as defined in section 3 of the Employee Re-
tirement Income Security Act of 1974) directly or
through insurance, reimbursement, or otherwise.

(2) LARGE EMPLOYER.—The term ‘large em-
ployer” means an employer that has more than
5,000 full-time employees in the United States. Such

term includes the United States Postal Service.
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(3) MULTIEMPLOYER PLAN.—The term ‘“‘multi-
employer plan” has the meaning given such term in
section 3(37) of the Employee Retirement Income
Security Act of 1974, and includes any plan that is
treated as such a plan under title I of such Act.

(4) RURAL ELECTRIC COOPERATIVE.—The term
“rural electric cooperative” has the meaning given
such term in section 3(40)(A)(@iv) of the Employee
Retirement Income Security Act of 1974.

(5) RURAL TELEPHONE COOPERATIVE ASSOCIA-

TIONS.—The term ‘“‘rural telephone cooperative asso-

ciation” has the meaning given such term in section
3(40)(A)(v) of the Employee Retirement Income Se-
curity Act of 1974.

SEC. 1312. TIMING OF ELECTIONS.

(a) FOR LARGE EMPLOYERS.

(1) CURRENT LARGE EMPLOYERS.

(A) IN GENERAL.—In the case of an em-
ployer that is an eligible sponsor described in
section 1311(b)(1)(A) as of the most recent
January 1 prior to the general effective date,
the sponsor’s election to be a corporate alliance
under such section must be made and filed with
the Secretary of Labor not later than the date

specified in subparagraph (B).
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(B) DEADLINE FOR NOTICE.—The date
specified in this subparagraph is January 1 of
the second year preceding the general effective
date or, in the case of a State that elects to be-
come a participating State before the general
effective date, not later than one month later
than the date specified for States under section
1202(a)(2).

(2) NEW LARGE EMPLOYERS.—In the case of
an employer that is not an eligible sponsor deseribed
in section 1311(b)(1)(A) as of the most recent Janu-
ary 1 prior to the general effective date, but first be-
comes such a sponsor as of a subsequent date, the
election to be a corporate alliance under such section
must be made and filed with the Secretary of Labor
not later than March 1 of the year following the
yvear in which the employer first becomes such a
Sponsor.

(3) APPLICATION OF OPTION.—The Secretary
of Liabor shall promulgate rules regarding how the
option described in section 1311(¢)(1)(B) will be ap-
plied to the determination of whether an employer is
a large employer before an election is made under

section 1311.
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(b) FOR MULTIEMPLOYER PLANS AND RURAL CoO-

OPERATIVES.

In the case of an eligible sponsor described
in section 1311(b)(1) (B) or (C), the sponsor’s election
to be a corporate alliance under such section must be
made and filed with the Secretary of Labor not later than
March 1, 1996.

(¢) EFFECTIVE DATE OF ELECTION.—An election
made under subsection (a) or (b) shall be effective for cov-
erage provided under health plans on and after January
1 of the year following the year in which the election is
made.

(d) ONE-TIME ELECTION.—If an eligible sponsor
fails to make the election on a timely manner under sub-
section (a) or (b), the sponsor may not make such election
at any other time.

SEC. 1313. TERMINATION OF ALLIANCE ELECTION.
(a) TERMINATION FOR INSUFFICIENT NUMBER OF

FuLL-TiME EMPLOYEES OR PARTICIPANTS.—If a cor-

porate alliance reports under section 1387(c), that there
were fewer than 4,800 full-time employees (or, active par-
ticipants, in the case of one or more plans offered by a
corporate alliance which is an eligible sponsor described
in section 1311(b)(1)(B)) who are enrolled in a health
plan through the alliance, the election under this part with

respect to the alliance shall terminate.
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(b) TERMINATION FOR FAILURE TO MEET REQUIRE-

(1) IN GENERAL.—If the Secretary of Labor
finds that a corporate alliance has failed substan-
tially to meet the applicable requirements of this
subtitle, the Secretary shall terminate the election
under this part with respect to the alliance

(2) EXCESS INCREASE IN PREMIUM EQUIVA-
LENT.—If the Secretary of Liabor finds that the alli-
ance 1s 1n violation of the requirements of section
6022 (relating to prohibition against excess increase
in premium expenditures), the Secretary shall termi-
nate the alliance in accordance with such section.

(¢) ELECTIVE TERMINATION.—A corporate alliance

may terminate an election under this part by filing with
the National Health Board and the Secretary of Labor

a notice of intent to terminate.

(d) EFFECTIVE DATE OF TERMINATION.—In the

case of a termination of an election under this section,
in accordance with rules established by the Secretary of

Liabor—

(1) subject to section 6022(a)(1), the termi-
nation shall take effect as of the effective date of en-

rollments in regional alliance health plans made dur-
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ing the next open enrollment period (as provided in
section 1323(d)), and

(2) the enrollment of eligible individuals in cor-
porate alliance health plans of the corporate alliance
shall be terminated as of such date and such individ-
uals shall be enrolled in other applicable health plans
effective on such date.

(e) NOTICE TO BOARD.—If an election with respect

to a corporate alliance is terminated pursuant to sub-
section (a) or subsection (b), the Secretary of Labor shall
notify the National Health Board of the termination of

the election.

PART 2—GENERAL RESPONSIBILITIES AND
AUTHORITIES OF REGIONAL ALLIANCES

SEC. 1321. CONTRACTS WITH HEALTH PLANS.

(a) CONTRACTS WITH PLANS.—

(1) IN GENERAL.—In order to assure the avail-
ability of the comprehensive benefit package to eligi-
ble individuals residing in the alliance area in a cost-
effective manner, except as provided in this section,
each regional alliance shall negotiate with any will-
ing State-certified health plan to enter into a con-
tract with the alliance for the enrollment under the
plan of eligible individuals in the alliance area. Sub-

ject to paragraph (2), a regional alliance shall not
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enter into any such contract with a health plan that
is not a State-certified health plan.

Kach re-

(2) TREATMENT OF CERTAIN PLANS.
oional alliance shall enter into a contract under this
section with any veterans health plan of the Depart-
ment of Veterans Affairs and with a Uniformed
Services Health Plan of the Department of Defense,
that offers the comprehensive benefit package to eli-
eible individuals residing in the alliance area if the
appropriate official requests to enter into such a
contract.

(b) GENERAL CONDITIONS FOR DENIAL OF (CON-

TRACT BY A REGIONAL ALLIANCE.—A regional alliance
is not required under this section to offer a contract with

a health plan if—

(1) the alliance finds that the proposed bid ex-
ceeds 120 percent of the regional alliance per capita
prremium target (as determined under section
6003); or

(2) the plan has failed to comply with require-
ments under prior contracts with the alliance, in-
cluding failing to offer coverage for all the services
in the comprehensive benefit package in the entire

service area of the plan.
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SEC. 1322. OFFERING CHOICE OF HEALTH PLANS FOR EN-

ROLLMENT; ESTABLISHMENT OF FEE-FOR-
SERVICE SCHEDULE.

(a) IN GENERAL.—Each regional alliance must pro-
vide to each eligible enrollee (as defined in section
1902(14)) with respect to the alliance a choice of health
plans among the plans which have contracts in effect with
the alliance under section 1321 (in the case of a regional
alliance) or section 1341 (in the case of a corporate alli-
ance).

(b) OFFERING OF PLANS BY REGIONAL ALLI-

ANCES.

(1) IN GENERAL.—Each regional alliance shall
include among its health plan offerings at least one
fee-for-service plan (as defined in paragraph (2)).

(2) FEB-FOR-SERVICE PLAN DEFINED.—

(A) IN GENERAL.—For purposes of this

Act, the term ‘“‘fee-for-service plan” means a

health plan that—

(1) provides coverage for all items and
services included in the comprehensive ben-
efit package that are furnished by any law-
ful health care provider of the enrollee’s
choice, subject to reasonable restrictions

(deseribed in subparagraph (B)), and
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(11) makes payment to such a provider
without regard to whether or not there is
a contractual arrangement between the
plan and the provider.

(B) REASONABLE RESTRICTIONS DE-
SCRIBED.—The reasonable restrictions on cov-
erage permitted under a fee-for-service plan (as
specified by the National Health Board) are as
follows:

(1) Utilization review.

(i) Prior approval for specified serv-
ices.

(1) Exclusion of providers on the
basis of poor quality of care, based on evi-
dence obtainable by the plan.

Clause (ii) shall not be construed as permitting
a plan to require prior approval for non-pri-
mary health care services through a gatekeeper
or other process.
(¢) ESTABLISHMENT OF FEE-FOR-SERVICE SCHED-
ULE.—
(1) IN GENERAL.—Except in the case of re-
oional alliances of a State that has established a
Statewide fee schedule under paragraph (3), each re-

olonal alliance shall establish a fee schedule setting
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forth the payment rates applicable to services fur-
nished during a year to individuals enrolled in fee-
for-service plans (or to services furnished under the
fee-for-service component of any regional alliance
health plan) for use by regional alliance health plans
under section 1406(c¢) and corporate alliance health
plans providing services subject to the schedule in
the regional alliance area.

(2) NEGOTIATION WITH PROVIDERS.—The fee
schedule under paragraph (1) shall be established
after negotiations with providers, and (subject to
paragraphs (5) and (6)) providers may collectively
negotiate the fee schedule with the regional alliance.

(3) USE OF STATEWIDE SCHEDULE.—At the
option of a State, the State may establish its own
statewide fee schedule which shall apply to all fee-
for-service plans offered by regional alliances and
corporate alliances in the State instead of alliance-
specific schedules established under paragraph (1).

(4) ANNUAL REVISION.—A regional alliance or
State (as the case may be) shall annually update the
payment rates provided under the fee schedule es-
tablished pursuant to paragraph (1) or paragraph

(3).
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(5) ACTIVITIES TREATED AS STATE ACTION OR
EFFORTS INTENDED TO INFLUENCE GOVERNMENT
ACTION.—The establishment of a fee schedule under
this subsection by a regional alliance of a State shall
be considered to be pursuant to a clearly articulated
and affirmatively expressed State policy to displace
competition and to be actively supervised by the
State, and conduct by providers respecting the es-
tablishment of the fee schedule, including collective
negotiations by providers with the regional alliance
(or the State) pursuant to paragraph (2), shall be
considered as efforts intended to influence govern-
mental action.

(6) NO BOYCOTT PERMITTED.—Nothing in this
subsection shall be construed to permit providers to
threaten or engage in any boycott.

(7) NEGOTIATIONS DEFINED.—In this sub-
section, ‘“‘negotiations’” are the process by which pro-
viders collectively and jointly meet, confer, consult,
discuss, share information, among and between
themselves in order to agree on information to be
provided, presentations to be made, and other such
activities with respect to regional alliances (or
States) relating to the establishment of the fee

schedule (but not including any activity that con-
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stitutes engaging in or threatening to engage in a
boycott), as well as any and all collective and joint
meetings, discussions, presentations, conferences,
and consultations between or among providers and
any regional alliance (or State) for the purpose of
establishing the fee schedule desceribed in this sub-
section.

(d) PROSPECTIVE BUDGETING OF KFEE-FOR-SERV-

ICE.—

(1) IN GENERAL.—The fee schedule established
by a regional alliance or a State under subsection (c)
may be based on prospective budgeting deseribed in
paragraph (2).

(2) PROSPECTIVE BUDGETING DESCRIBED.—
Under prospective budgeting—

(A) the regional alliance or State (as the
case may be) shall negotiate with health pro-
viders annually to develop a budget for the des-
ignated fee-for-service plan;

(B) the negotiated budget shall establish
spending targets for each sector of health ex-
penditures made by the plan; and

(C) if the regional alliance or State (as the
case may be) determines that the utilization of

services under the plan is at a level that will re-
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sult in expenditures under the plan exceeding
the negotiated budget, the plan shall reduce the
amount of payments otherwise made to pro-
viders (through a withhold or delay in payments
or adjustments) in such a manner and by such
amounts as necessary to assure that expendi-
tures will not exceed the budget.

(3) USE OF PROSPECTIVE BUDGETING EXCLU-
SIVE.—If a regional alliance or State establishes the
fee schedule for fee-for-service plans on the basis of
prospective budgeting under this subsection, pay-
ment for all services provided by fee-for-service plans
in the alliance or State shall be determined on such
basis.

SEC. 1323. ENROLLMENT RULES AND PROCEDURES.

(a) IN GENERAL.—Each regional alliance shall as-
sure that each regional alliance eligible individual who re-
sides in the alliance area is enrolled in a regional alliance
health plan and shall establish and maintain methods and
procedures, consistent with this section, sufficient to as-
sure such enrollment. Such methods and procedures shall
assure the enrollment of alliance eligible individuals at the
time they first become eligible enrollees in the alliance
area, including individuals at the time of birth, at the time

they move into the alliance area, and at the time of reach-

*S 1775 PCS



O© o0 3 O WD B W N -

| \O JEE \© R NS R \O I O R N e e e e e T e e e e
A W O = O O 0NN N N R WD = O

138
ing the age of individual eligibility as an eligible enrollee
(and not merely as a family member). Each regional alli-
ance shall establish procedures, consistent with subtitle A,
for the selection of a single health plan in which all mem-
bers of a family are enrolled.
(b) POINT OF SERVICE ENROLLMENT MECHA-
NISM.—

(1) IN GENERAL.—Each regional alliance shall
establish a point-of-service enrollment mechanism
(meeting the requirements of this subsection) for en-
rolling eligible individuals who are not enrolled in a
health plan of the alliance when the individual seeks
health services.

(2) REQUIREMENTS OF MECHANISM.—Under
such a mechanism, if an eligible individual seeks to
receive services (included in the comprehensive ben-
efit package) from a provider in an alliance area and
does not present evidence of enrollment under any
applicable health plan, or if the provider has no evi-
dence of the individual’s enrollment under any such
plan, the following rules shall apply:

(A) NOTICE TO ALLIANCE.—Consistent
with part 2 of subtitle B of title V, the pro-

vider—
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(1) shall provide the regional alliance
with information relating to the identity of
the eligible individual, and

(11) may request payment from the re-
cional alliance for the furnishing of such
services.

(B) INITIAL DETERMINATION OF ELIGI-

The re-

eional alliance shall determine—

(1) if the individual 1s an alliance eligi-
ble individual for the alliance, and

(i1) if the individual is enrolled under
an applicable health plan (including a cor-
porate alliance health plan).

(C) TREATMENT OF ALLIANCE ELIGIBLE

INDIVIDUALS.—If the regional alliance deter-

mines that the individual is an alliance eligible

individual with respect to the alliance and—

*S 1775 PCS
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provider for the services furnished to the
individual as described in paragraph
(3)(C));

(11) 1s not enrolled under a regional al-
liance health plan of the alliance but is re-
quired to be so enrolled in a specific health
plan as a family member under section
1011, the alliance shall record the individ-
ual’s enrollment under such specific plan,
shall forward the claim to such plan, and
shall notify the provider (and the indi-
vidual) of the fact of such enrollment and
the forwarding of such claim (and the plan
shall make payment to the provider for the
services furnished to the individual as de-
seribed in paragraph (3)(C)); or

(ii1) 1s not enrolled under such a plan
and is not described in clause (ii), the
point-of-service enrollment procedures de-
scribed in paragraph (3) shall apply.

(D) TREATMENT OF INDIVIDUALS EN-

ROLLED UNDER HEALTI PLANS OF OTHER AL-

LIANCES.

If the regional alliance determines

that the individual is not an alliance eligible in-
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dividual with respect to the alliance but the in-

dividual 1s enrolled—

(1) under a regional alliance health
plan of another alliance, the alliance shall
forward the claim to the other regional alli-
ance and shall notify the provider (and the
individual) of the fact of such enrollment
and the forwarding of such claim (and the
plan shall make payment to the provider
for the services furnished to the individual
as described in paragraph (3)(C)); or

(i) under a corporate alliance health
plan, the alliance shall forward the claim
to the corporate alliance involved and shall
notify the provider (and the individual) of
the fact of such enrollment and the for-
warding of such claim (and the plan shall
make payment to the provider for the serv-
ices furnished to the individual as de-
scribed in section 1383(b)(2)(B)).

(E) TREATMENT OF OTHER ALLIANCE ELI-

GIBLE INDIVIDUALS NOT ENROLLED IN HEALTII

PLAN.—If the regional alliance determines that

the individual is not an alliance eligible indi-

vidual with respect to the alliance and the indi-

*S 1775 PCS



O o0 N N W BB W

[\© TN O TN N T NG N NG I NG R N e T e e T e T e e T
[ B N O N N = = N RNe - BN B o) W ) LR ~S O I NO S e

142

vidual is an alliance eligible individual with re-
spect to another health alliance but is not en-
rolled in a health plan of such alliance, the re-
oional alliance shall forward the claim to the
other alliance involved and shall notify the pro-
vider (and the individual) of the forwarding of
such claim and the requirement for prompt en-
rollment of the individual under an applicable
health plan of such alliance pursuant to the
procedures described in paragraph (3) (in the
case of a regional alliance) or in section
1383(b) (in the case of a corporate alliance).

(F) TREATMENT OF ALL OTHER INDIVID-

UALS.—The National Board shall promulgate
rules regarding the responsibilities of regional
alliances relating to individuals whose applicable
health plan is not an alliance plan and other in-
dividuals the alliance is unable to identify as eli-

eible individuals.

(3) POINT-OF-SERVICE ENROLLMENT PROCE-

DURES DESCRIBED.—The point-of-service enrollment

procedures under this paragraph are as follows:

(A) Not later than 10 days after the date
an alliance 1s notified of the receipt of services

by an unenrolled eligible individual, the alliance
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provides the individual with materials describ-
ing health plans offered through the alliance.

(B) The individual shall be provided a pe-
riod of 30 days in which to enroll in a health
plan of the individual’s choice. If the individual
fails to so enroll during such period, the alli-
ance shall enroll the individual in a health plan
of the alliance selected on a random basis.

(C) Using the fee-for-service schedule
adopted by the alliance under section 1322(c¢),
the health plan in which the individual is en-
rolled under this subparagraph shall reimburse
the provider who provided the services referred
to in subparagraph (A) to the same extent as
if the individual had been enrolled under the

plan at the time of provision of the services.

(¢) ENROLLMENT OF NEW RESIDENTS.

(1) IN GENERAL.—Each regional alliance shall
establish procedures for enrolling regional alliance
eligible individuals who move into the alliance area.

(2) LONG-TERM RESIDENTS.—Such procedures

shall assure that regional alliance eligible individuals
who intend to reside in the alliance area for longer

than 6 months shall register with the regional alli-
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ance for the area and shall enroll in a regional alli-

ance health plan offered by the alliance.

(3) SHORT-TERM RESIDENTS.—Such proce-
dures shall permit eligible individuals who intend to
reside in the alliance area for more than 3 months
but less than 6 months to choose among the fol-
lowing options:
(A) To continue coverage through the
health plan in which such individual is pre-
viously enrolled, in which case coverage for care
in the area of temporary residence may be lim-
ited to emergency services and urgent care.
(B) To register with the regional alliance
and enroll in a regional alliance health plan of-
fered by the alliance.
(C) To change enrollment in the previous
alliance area to enrollment in a health plan of
such alliance that provides for coverage on a
fee-for-service basis of services provided outside
the area of that alliance.
(d) CHANGES IN ENROLLMENT.—

(1) ANNUAL OPEN ENROLLMENT PERIOD TO
CHANGE PLAN ENROLLMENT.—Each regional alli-
ance shall hold an annual open enrollment period

during which each eligible enrollee in the alliance
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has the opportunity to choose among health plans
offered through the alliance, according to rules to be
promulgated by the National Health Board.

(2) DISENROLLMENT FOR CAUSE.—In addition
to the annual open enrollment period held under
paragraph (1), each regional alliance shall establish
procedures under which alliance eligible individuals
enrolled in a plan may disenroll from the plan for
eood cause at any time during a year and enroll in
another plan of the alliance. Such procedures shall
be implemented in a manner that ensures continuity
of coverage for the comprehensive benefit package

for such individuals during the year.

(e) ENROLLMENT OF FAMILY MEMBERS.—Each re-

eional alliance shall provide for the enrollment of all family

16 members in the same plan, consistent with part 2 of sub-

17
18
19
20
21
22
23

title A.

(f) OVERSUBSCRIPTION OF PLANS.—

(1) IN GENERAL.

Kach regional alliance shall
establish a method for establishing enrollment prior-
ities in the case of a health plan that does not have
sufficient capacity to enroll all eligible individuals

seeking enrollment.
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(2) PREFERENCE FOR CURRENT MEMBERS.

Such method shall provide that in the case of such
an oversubscribed plan—

(A) individuals already enrolled in the plan
are given priority in continuing enrollment in
the plan, and

(B) other individuals who seek enrollment
during an applicable enrollment period are per-
mitted to enroll in accordance with a random
selection method, up to the enrollment capacity
of the plan.

(2) TERMINATION OF ENROLLMENT.—

(1) IN GENERAL.—Each regional alliance shall
establish special enrollment procedures to permit al-
liance eligible individuals to change the plan in
which they are enrolled in the case of the termi-
nation of coverage under a plan, in a manner that
ensures the individuals’ continuation of coverage for
the comprehensive benefit package.

(2) FAILURE OF A CORPORATE ALLIANCE.—
Each regional alliance shall establish special enroll-
ment procedures to permit individuals, who become
alliance eligible individuals as a result of the failure
of a corporate alliance, to enroll promptly in regional

alliance health plans in a manner that ensures the
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individuals’ continuation of coverage for the com-

prehensive benefit package.

(h) LIMITATION ON OFFERING OF COVERAGE TO IN-
ELIGIBLE INDIVIDUALS.—A regional alliance may not
knowingly offer coverage under a regional alliance health
plan or other health insurance or health benefits to an
individual who is not an eligible individual. Nothing in this
section shall be construed as affecting the ability of a re-
gional alliance health plan or other health plan to offer
coverage to such individuals without any financial pay-
ment or participation by a regional alliance.

(1) ENFORCEMENT OF ENROLLMENT REQUIRE-
MENT.—In the case of a regional alliance eligible indi-
vidual who fails to enroll in an applicable health plan as
required under section 1002 (a)—

(1) the applicable regional alliance shall enroll
the individual in a regional alliance health plan (se-
lected by the alliance consistent with this Act and
with any rules established by the Board), and

(2) such alliance shall require the payment of
twice the amount of the family share of premiums
that would have been payable under subtitle B of
title VI if the individual had enrolled on a timely

basis in the plan, unless the individual has estab-

*S 1775 PCS



[E—

O o0 9 AN U B~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

148

lished to the satisfaction of the alliance good cause

for the failure to enroll on a timely basis.
SEC. 1324. ISSUANCE OF HEALTH SECURITY CARDS.

A regional alliance is responsible for the issuance of
health security cards to regional alliance eligible individ-
uals under section 1001(b).

SEC. 1325. CONSUMER INFORMATION AND MARKETING.

(a) CONSUMER INFORMATION.—

(1) IN GENERAL.—Before each open enrollment
period, each regional alliance shall make available to
eligible enrollees information, in an easily under-
stood and useful form, that allows such enrollees
(and other alliance eligible individuals) to make valid
comparisons among health plans offered by the alli-
ance.

(2) INFORMATION TO BE INCLUDED.—Such in-
formation must include, in the same format for each
plan, such information as the National IHealth
Board shall require, including at least the following:

(A) The cost of the plan, including pre-
miums and average out-of-pocket expenses.

(B) The characteristics and availability of
health care professionals and institutions par-

ticipating in the plan.
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(C) Any restrictions on access to providers
and services under the plan.

(D) A summary of the annual quality per-
formance report, established pursuant to section
5005(¢)(1), which contains measures of quality
presented in a standard format.

(b) MARKETING.—Each regional alliance shall, con-
sistent with section 1404, review and approve or dis-
approve the distribution of any materials used to market
health plans offered through the alliance.

SEC. 1326. OMBUDSMAN.

(a) ESTABLISHMENT.—Each regional alliance must
establish and maintain an office of an ombudsman to as-
sist consumers in dealing with problems that arise with
health plans and the alliance.

(b) OPTIONAL FINANCING THROUGH VOLUNTARY
CONTRIBUTION.—At the option of the State in which a
regional alliance is located, the alliance—

(1) shall permit alliance eligible individuals to
designate that one dollar of the premium paid for
enrollment in the individual’s regional alliance health
plan for the operation of the office of the alliance’s
ombudsman; and

(2) shall apply any such amounts towards the

establishment and operation of such office.
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SEC. 1327. DATA COLLECTION; QUALITY.

Each regional alliance shall comply with requirements
of subtitles A and B of title V (relating to quality, infor-
mation systems, and privacy), and shall take appropriate
steps to ensure that health plans offered through the alli-
ance comply with such requirements.

SEC. 1328. ADDITIONAL DUTIES.

(a) ANTI-DISCRIMINATION.—In carrying out its ac-
tivities under this part, a regional alliance may not dis-
criminate against health plans on the basis of race, sex,
national origin, religion, mix of health professionals, loca-
tion of the plan’s headquarters, or (except as specifically
provided in this part) organizational arrangement.

(b) COORDINATION OF ENROLLMENT ACTIVITIES.—
Each regional alliance shall coordinate, in a manner speci-
fied by the National Health Board, with other health alli-
ances its activities, including enrollment and disenrollment
activities, iIn a manner that ensures continuous, non-
duplicative coverage of alliance eligible individuals in
health plans and that minimizes administrative procedures

and paperwork.
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1 SEC. 1329. ADDITIONAL AUTHORITIES FOR REGIONAL ALLI-

ANCES TO ADDRESS NEEDS IN AREAS WITH
INADEQUATE HEALTH SERVICES; PROHIBI-

TION OF INSURANCE ROLE.

2

3

4

5 (a) PAYMENT ADJUSTMENT.—In order to ensure
6 that plans are available to all eligible individuals residing
7 in all portions of the alliance area, a regional alliance may
8 adjust payments to plans or use other financial incentives
9 to encourage health plans to expand into areas that have
10 inadequate health services.

11 (b) ENCOURAGING NEW PLANS.—Subject to sub-

12 section (¢), in order to encourage the establishment of a

13 new health plan in an area that has inadequate health

14 services, an alliance may:

15 (1) organize health providers to create such a
16 plan in such an area a new health plan targeted at
17 such an area,

18 (2) provide assistance with setting up and ad-
19 ministering such a plan, and

20 (3) arrange favorable financing for such a plan.
21 (¢) PROHIBITION OF REGIONAL ALLIANCES BEARING

22 RISK.—A regional alliance may not bear insurance risk.
23 SEC. 1330. PROHIBITION AGAINST SELF-DEALING AND CON-
24 FLICTS OF INTEREST.

25 (a) PROMULGATION OF STANDARDS.—The Board

26 shall promulgate standards of conduct in accordance with
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subsection (b) for any administrator, officer, trustee, fidu-
ciary, custodian, counsel, agent, or employee of any re-
eional alliance.

(b) REQUIREMENTS FOR STANDARDS.—The stand-
ards of conduct referred to in subsection (a) shall set
forth—

(1) the types of investment interests, ownership
interests, affiliations or other employment that
would be improper for an individual described in
subsection (a) to hold during the time of the individ-
ual’s service or employment with an alliance; and

(2) the circumstances that will constitute im-
permissible conflicts of interest or self-dealing by
such employees in performing their official duties
and functions for any regional alliance.

(¢) Cvi, MONETARY PENALTY.—Any individual who
engages in an activity that the individual knows or has
reason to know is in violation of the regulations and stand-
ards promulgated by the Board pursuant to subsections
(a) and (b) shall be subject, in addition to any other pen-
alties that may be prescribed by law, to a civil money pen-
alty of not more than $10,000 for each such violation. The
provisions of section 1128A of the Social Security Act
(other than subsections (a) and (b)) shall apply to ecivil

money penalties under this subsection in the same manner
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as they apply to a penalty or proceeding under section

1128A(a) of such Act.

PART 3—AUTHORITIES AND RESPONSIBILITIES
OF REGIONAL ALLIANCES RELATING TO FI-
NANCING AND INCOME DETERMINATIONS

Subpart A—Collection of Funds
SEC. 1341. INFORMATION AND NEGOTIATION AND ACCEPT-
ANCE OF BIDS.
(a) INFORMATION PROVIDED TO PLANS BEFORE SO-

LICITING BIDS.—

(1) IN GENERAL.—Each regional alliance shall
make available, by April 1 of each year, to each plan
that indicates an interest in submitting a premium
bid under section 6004 in the year, information (in-
cluding information described in paragraph (2)) that
the Board specifies as being necessary to enable a
plan to estimate, based upon an accepted bid, the
amounts payable to such a plan under section 1351.

(2) INFORMATION TO BE INCLUDED.—Such in-
formation shall include the following:

(A) The demographic and other character-
istics of regional alliance eligible individuals for

the regional alliance.
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(B) The uniform per capita conversion fac-
tor for the regional alliance (established under
subsection (b)).

(C) The premium class factors (established
by the Board under section 1531).

(D) The regional alliance inflation factor
(determined under section 6001(a)).

(E) The risk-adjustment factors and rein-
surance methodology and payment amounts
(published under subsection (¢)) to be used by
the regional alliance in computing blended plan
per capita rates (in accordance with section
6201).

(F) The plan bid proportion, the AFDC
proportion, the SSI proportion, the AFDC per
capita premium amount, and the SSI per capita
premium amount, for the year, as computed
under subtitle D of title VI.

(G) The alliance administrative allowance
percentage, computed under section 1352(b).

(b) DETERMINATION OF UNIFORM PER CAPITA CON-
VERSION FACTOR.—Each regional alliance shall specify,
not later than April 1 of each year (beginning with the
yvear before the first year) a uniform per capita conversion

factor to be used under section 6102(a)(2) in converting
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the accepted bid for each plan for the year into the pre-
mium for an individual enrollment for such plan for the
year. SSI or AFDC recipients shall not be included for
purposes of computing the conversion factor.
(¢) DETERMINATION OF RISK-ADJUSTMENT FAC-

TORS AND REINSURANCE PAYMENT AMOUNTS.—Each re-

eional alliance shall compute and publish the risk-adjust-
ment factors and reinsurance payment amounts to be used
by the regional alliance in computing blended plan per

capita rates under section 6201.

(d) SOLICITATION OF BIDS.—Each regional alliance
shall solicit and negotiate, consistent with section 6004,
with each regional alliance health plan a bid for the pay-
ment rate on a per capita basis for the comprehensive ben-
efit package for all alliance eligible individuals in the alli-
ance area.
SEC. 1342. CALCULATION AND PUBLICATION OF GENERAL
FAMILY SHARE AND GENERAL EMPLOYER

PREMIUM AMOUNTS.

(a) CALCULATION OF COMPONENTS IN GENERAL

FAMILY SHARE AND GENERAL EMPLOYER PREMIUMS.
(1) FaminLy sHARE.—Each regional alliance

shall compute the following components of the gen-

eral family share of premiums (as defined in sub-

section (b)(1)(B)):

*S 1775 PCS



O© o0 3 O WD B W N

[\O I \© R \O I O R N e e e e e e D e e
W N = O O 0N N R, W N = O

156

(A) PLAN PREMIUMS.—For each plan of-
fered, the premium for the plan for each class
of family enrollment (including the amount of
any family collection shortfall).

(B) ALLIANCE CREDIT.—The alliance cred-
it amount for each class of family enrollment,
under section 6103.

(C) EXCESS PREMIUM CREDIT.—The
amount of any excess premium credit provided
under section 6105 for each class of family en-
rollment.

(D) CORPORATE ALLIANCE OPT-IN CRED-
IT.—The amount of any corporate alliance opt-
in credit provided under section 6106 for each
class of family enrollment.

(2) EMPLOYER PREMIUMS.—Each regional alli-

ance shall compute the following components of the
general employer premium payment amount (as de-

fined in subsection (b)(2)(B)):

(A) BASE EMPLOYER MONTHLY PREMIUM
PER WORKER.—The base employer monthly
premium determined under section 6122 for

each class of family enrollment.
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(B) EMPLOYER COLLECTION SHORTFALL
ADD-ON.—The employer collection shortfall

add-on computed under section 6125(b).

(b) PUBLICATION.—

(1) FAMILY SHARE.—

(A) IN GENERAL.—Each regional alliance
shall publish, before the open enrollment period
in each year, the general family share of the
premium (as defined in subparagraph (B)) for
each class of family enrollment for each re-
oional alliance health plan to be offered by the
alliance in the following year.

(B) GENERAL FAMILY SHARE OF PREMIUM
DEFINED.—In this subpart, the term ‘“general
family share of premium” means the family
share of premium under section 6101 computed
without regard to section 6104 and without re-
card to section 6101(b)(2)(C)(v).

(2) EMPLOYER PREMIUM.—

(A) IN GENERAL.—Each regional alliance
shall publish, in December before each year (be-
oinning with December before the first year)
the general employer premium payment amount
(as defined in subparagraph (B)) for each class

of family enrollment for the following year.
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(B) GENERAL EMPLOYER PREMIUM PAY-
MENT AMOUNT DEFINED.—In this subpart, the
term ‘“‘general employer premium payment
amount’” means the employer premium payment
under section 6121 computed, as an amount
per full-time equivalent worker, without regard

to sections 6124 through 6126.
SEC. 1343. DETERMINATION OF FAMILY SHARE FOR FAMI-

LIES.

(a) AMOUNT OF KFAMILY SHARE.—The amount
charged by a regional alliance to a family for a class of
family enrollment (specified under section 1011(¢)) under
a regional alliance health plan is equal to the family share
of premium established under section 6101 (a) for the fam-
ily. Based upon the information described in this section,
each regional alliance shall determine the amount required
to be paid under section 6101 and under section 6111 for
each year for families enrolling in regional alliance health
plans.

(b) FAMILY SHARE AMOUNT.—The amount required
to be paid under section 6101, with respect to each family,
takes into account—

(1) the general family share of premium (as de-
fined 1n section 1342(b)(1)(B)) for the class of en-

rollment involved;
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| (2) any income-related discount provided under
2 section 6104(a)(1) for the family; and

3 (3) whether or not the family is an SSI or
4 AFDC family.

5 (¢) ALLIANCE CREDIT REPAYMENT AMOUNT.—The
6 amount of the alliance credit repayment amount under
7 section 6111, with respect to each family, takes into ac-

8 count the following:

9 (1) The number of months of enrollment, and
10 class of enrollment, in regional alliance health plans,
11 used in determining the amount of the alliance cred-
12 it under section 6103 for the family.

13 (2) Reductions 1in liability under section
14 6111(b) based on employer premium payments
15 based on net earnings from self-employment for the
16 family.

17 (3) Reductions in liability under section 6112
18 based on months of employment for the family.

19 (4) Limitations in lLability under section 6113
20 on the basis of the adjusted family income for the
21 family.

22 (5) The elimination of liability in the case of
23 certain retirees and qualified spouses and children
24 under section 6114.
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(6) The elimination of lability in the case of
certain working medicare beneficiaries under section
6115.

(d) ACCESS TO NECESSARY INFORMATION TO MAKE
DETERMINATION.—Information required for an alliance
to make the determination under subsection (a) shall be
based on information obtained or maintained by the alli-

ance in the conduct of its business, including the following:
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(1) Information required for income-related de-
terminations shall be obtained under subpart B.

(2) Information on SSI and AFDC recipients
under subsection (e).

(3) Information submitted on a monthly and
annual basis by employers under section 1602.

(4) Information submitted by self-employed in-
dividuals on net earnings from self-employment
under section 1602(d).

(5) Applications for premium reductions under
section 6114.

(6) Information concerning medicare-eligible in-
dividuals under subsection (f).

(7) Any mcome-related discount provided under
section 6104(a)(1) for the family.

(8) Whether or not the family is an SSI or
AFDC family.
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(e¢) INFORMATION CONCERNING CASH ASSISTANCE

STATUS.—Each participating State and the Secretary
shall make available (in a time and manner specified by
the Secretary) to each regional alliance such information
as may be necessary to determine and verify whether an
individual is an AFDC or SSI recipient for a month in
a year.

(f) INFORMATION CONCERNING MEDICARE-ELIGIBLE

INDIVIDUALS.

(1) INFORMATION TO REGIONAL ALLIANCES.—
The Secretary shall make available to regional alli-
ances (through regional information centers or oth-
erwise) information necessary to determine—

(A) whether an individual 1s a medicare-eli-
eible individual,
(B) the eligibility of individuals for the

special treatment under section 6115,

(C) if medicare-eligible individuals are de-
sceribed n section 1012(a), and

(D) the amounts of payments owed the al-
liance under section 1894 of the Social Security

Act, added by section 4003.

(2) INFORMATION TO SECRETARY.—Each re-
cional alliance shall make available to the Secretary

(through the national information system under sec-
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tion 5101 or otherwise) information relating to the
enrollment of individuals who would be medicare-eli-
oible individuals but for section 1012(a).
(2) ALLIANCE ACCOUNTING SYSTEM.—

(1) IN GENERAL.—Each regional alliance shall
establish an accounting system that meets standards
established by the Secretary.

(2) SPECIFICS.—Such system shall collect infor-

mation, on a timely basis for each individual enrolled
(and, to the extent required by the Secretary, identi-
fied and required to be enrolled) in a regional alli-
ance health plan regarding—
(A) the applicable premium for such enroll-
ment,
(B) family members covered under such
enrollment,
(C) the premium payments made by (or on
behalf of) the individual for such enrollment,
(D) employer premium payments made re-
specting the employment of the individual and
other employer contributions made respecting
such enrollment, and
(£) any government contributions made

with respect to such enrollment (including con-
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tributions for electing veterans and active duty

military personnel).

(3) END-OF-YEAR REPORTING.—Such system
shall provide for a report, at the end of each year,
regarding the total premiums imposed, and total
amounts collected, for individuals enrolled under re-
eional health alliance plans, in such manner as iden-
tifies net amounts that may be owed to the regional
alliance.

1344. NOTICE OF FAMILY PAYMENTS DUE.

(a) FAMILY STATEMENTS.
(1) NOTICE OF NO AMOUNT OWED.—If the re-
eional alliance determines under section 1343 that a
family has paid any family share required under sec-
tion 6101 and is not required to repay any amount
under section 6111 for a year, the alliance shall pro-
vide notice of such determination to the family. Such
notice shall include a prominent statement that the
family 1s not required to make any additional pay-
ment and is not required to file any additional infor-
mation with the regional alliance.
(2) NOTICE OF AMOUNT OWED.—
(A) IN GENERAL.—If the regional alliance
determines that a family has not paid the entire

family share required under section 6101 or is
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required to repay an amount under section
6111 for a year, the alliance shall provide to
the family a notice of such determination.

(B) INFORMATION ON AMOUNT DUE.—
Such notice shall include detailed information
regarding the amount owed, the basis for the
computation (including the amount of any re-
ductions that have been made in the family’s li-
ability under subtitle B of title VI), and the
date the amount is due and the manner in
which such amount is payable.

(C) INFORMATION ON DISCOUNTS AND RE-
DUCTIONS AVAILABLE.—Such notice shall in-
clude—

(i) information regarding the dis-
counts and reductions available (under sec-
tions 6104, 6112, 6113, 6114, and 6115)
to reduce or eliminate any liability, and

(1) a worksheet which may be used to
calculate reductions in liability based on
income under sections 6104 and 6113.

(3) INCLUSION OF INCOME RECONCILIATION

FORM FOR FAMILIES PROVIDED PREMIUM DIS-

COUNTS.—
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(A) IN GENERAL.—A notice under this
subsection shall include, in the case of a family
that has been provided a premium discount
under section 6104 (or section 6113) for the
previous year, an income reconciliation state-
ment (for use under section 1375) to be com-
pleted and returned to the regional alliance
(along with any additional amounts owed) by
the deadline specified in subsection (b). Such
form shall require the submission of such infor-
mation as the Secretary specifies to establish or
verify eligibility for such premium discount.

(B) OTHER FAMILIES.—Any family which
has not been provided such a discount but may
be eligible for such a discount may submit such
an income reconciliation statement and, if eligi-
ble, receive a rebate of the amount of excess
family share paid for the previous year.

(C) ADDITIONAL INFORMATION.—The alli-
ance shall permit a family to provide additional
information relating to the amount of such re-
ductions or the income of the family (insofar as
it may relate to a premium discount or reduec-

tion in liability under section 6104 or 6113).
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(4) TIMING OF NOTICE.—Notices under this
subsection shall be mailed to each family at least 45
days before the deadline specified in subsection (b).
(b) DEADLINE FOR PAYMENT.—The deadline speci-

fied in this subsection for amounts owed for a year is such
date as the Secretary may specify, taking into account the
dates when the information specified in section 1343 be-
comes available to compute the amounts owed and to file
income reconciliation statements under section 1375.
Amounts not paid by such deadline are subject to interest
and penalty.

(¢) CHANGE IN REGIONAL ALLIANCE.—In the case
of a family that during a year changes the regional alli-
ance through which the family obtains coverage under a
regional alliance health plan, the Secretary shall establish
rules which provide that the regional alliance in which the
family last obtained such coverage in a year—

(1) 1s responsible for recovering amounts due
under this subpart for the year (whether or not at-
tributable to periods of coverage obtained through
that alliance);

(2) shall obtain such information, through the
health information system implemented under see-
tion 5101, as the alliance may require in order to

compute the amount of any liability owed under this
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subpart (taking into account any reduction in such
amount under this section), and

(3) shall provide for the payment to other re-
eional alliances of such amounts collected as may be
attributable to amounts owed for periods of coverage
obtained through such alliances.

(d) No Loss or COVERAGE.—In no case shall the
failure to pay amounts owed under this subsection result
in an individual’s or family’s loss of coverage under this
Act.

(e) DISPUTE RESOLUTION.—Each regional alliance
shall establish a fair hearing mechanism for the resolution
of disputes concerning amounts owed the alliance under
this subpart.

SEC. 1345. COLLECTIONS.

(a) IN GENERAL.—Each regional alliance is respon-
sible for the collection of all amounts owed the alliance
(whether by individuals, employers, or others and whether
on the basis of premiums owed, incorrect amounts of dis-
counts or premium, cost sharing, or other reductions
made, or otherwise). No amounts are payable by the Fed-
eral Government under this Act (including section 9102)
with respect to the failure to collect any such amounts.
Each regional alliance shall use credit and collection pro-

cedures, including the imposition of interest charges and
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late fees for failure to make timely payment, as may be
necessary to collect amounts owed to the alliance. States
assist regional alliances in such collection process under
section 1202(d).

(b) COLLECTION OF FAMILY SHARE.—

(1) WITHHOLDING.—

(A) IN GENERAL.—In the case of a family
that includes a qualifying employee of an em-
ployer, the employer shall deduct from the
wages of the qualifying employee (in a manner
consistent with any rules of the Secretary of
Labor) the amount of the family share of the
premium for the plan in which the family is en-
rolled.

(B) MULTIPLE EMPLOYMENT.—In the case
of a family that includes more than one quali-
fying employee, the family shall choose the em-
ployer to which subparagraph (A) will apply.

(C) PAYMENT.—Amounts withheld under
this paragraph shall be maintained in a manner
consistent with standards established by the
Secretary of Labor and paid to the regional alli-
ance involved in a manner consistent with the
payment of employer premiums under sub-

section (c¢).
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(D)  SATISFACTION OF LIABILITY.—An
amount deducted from wages of a qualifying
employee by an employer is deemed to have
been paid by the employee and to have satisfied
the employee’s obligation under subsection (a)

to the extent of such amount.

(2) OTHER METHODS.—In the case of a family
that does not include a qualifying employee, the re-
olonal alliance shall require payment to be made
prospectively. Such payment may be required to be
made not less frequently than monthly. The Sec-
retary may issue regulations in order to assure the
timely and accurate collection of the family share

due.

(¢) TiMING AND METHOD OF PAYMENT OF EM-

PLOYER PREMIUMS.—

(1) FREQUENCY OF PAYMENT.—Payment of
employer premiums under section 6121 for a month
shall be made not less frequently than monthly (or
quarterly in the case of such payments made by vir-
tue of section 6126). The Secretary of Labor may
establish a method under which employers that pay
wages on a weekly or biweekly basis are permitted
to make such employer payments on such a weekly

or biweekly basis.
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(2) ELECTRONIC TRANSFER.—A regional alli-
ance may require those employers that have the ca-
pacity to make payments by electronic transfer to
make payments under this subsection by electronic
transfer.

(d) ASSISTANCE.—

(1) EMPLOYER COLLECTIONS.—The Secretary
of Labor shall provide regional alliances with such
technical and other assistance as may promote the
efficient collection of all amounts owed such alli-
ances under this Act by employers. Such assistance
may include the assessment of civil monetary pen-
alties, not to exceed $5,000 or three times the
amount of the liability owed, whichever is greater, in
the case of repeated failure to pay (as specified in

rules of the Secretary of Labor).

(2) FAMILY COLLECTIONS.—Except as provided
in paragraph (1), the Secretary shall provide re-
eional alliances with such technical and other assist-
ance as may promote the efficient collection of other
amounts owed such alliances under this Act. Such
assistance may include the assessment of civil mone-

tary penalties, not to exceed $5,000 or three times

the amount of the liability owed, whichever is great-
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er, in the case of repeated failure to pay (as speci-
fied in rules of the Secretary).

(¢) RECEIPT OF MISCELLANEOUS AMOUNTS.—For

payments to regional alliances by
(1) States, see subtitle A of title IX, and

(2) the Federal Government, see subtitle B of

such title and section 1894 of the Social Security

Act (as added by section 4003).

SEC. 1346. COORDINATION AMONG REGIONAL ALLIANCES.

(a) IN GENERAL.—The regional alliance which offers
the regional alliance health plan in which a family is en-
rolled in December of each year (in this section referred
to as the “final alliance’) is responsible for the collection
of any amounts owed by the family under this subpart,
without regard to whether the family resided in the alli-
ance area during the entire year.

(b) PROVISION OF INFORMATION IN THE CASE OF
CHANGE OF RESIDENCE.—In the case of a family that
moves from one alliance area to another alliance area dur-
ing a year, each regional alliance (other than the final alli-
ance) is responsible for providing to the final alliance
(through the national information system under section
5101 or otherwise) such information as the final alliance

may require in order to determine the liability (and reduc-
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tions 1n lability under section 6112) attributable to alli-
ance credits provided by such regional alliance.

In accordance

(¢) DISTRIBUTION OF PROCEEDS.
with rules established by the Secretary, in consultation
with the Secretary of Liabor, the final alliance shall provide
for the distribution of amounts collected under this sub-
part with respect to families in a year in an equitable man-
ner among the regional alliances that provided health plan

coverage to the families in the year.

(d) EXPEDITING PROCESS.—In order to reduce pa-
perwork and promote efficiency in the collection of
amounts owed regional alliances under this subpart, the
Secretary may require or permit regional alliances to share
such information (through the national information sys-
tem under section 5101 or otherwise) as the Secretary de-
termines to be cost-effective, subject to such confiden-
tiality restrictions as may otherwise apply.

(e) STUDENTS.—In the case of a qualifying student
who makes an election described in section 1012(e)(1) (re-
lating to certain full-time students who are covered under
the plan of a parent but enrolled in a health plan offered
by a different regional alliance from the one in which the
parent is enrolled), the regional alliance that offered the
plan to the parent shall provide for transfers of an appro-

priate portion of the premium (determined in accordance

*S 1775 PCS



O o0 N N B W =

|\ I N© TR NG T NS R NS R L e T e T e D e e T
A W N = O VWV o0 N O B BN~ WD = ©

173
with procedures specified by the Board) to the other re-
eional alliance in order to compensate that alliance for the
provision of such coverage.
(f) PAYMENTS OF CERTAIN AMOUNTS TO COR-

PORATE ALLIANCES.—In the case of a married couple in

which one spouse 1s a qualifying employee of a regional
alliance employer and the other spouse is a qualifying em-
ployee of a corporate alliance employer, if the couple is
enrolled with a corporate alliance health plan the regional
alliance (which receives employer premium payments from
such regional alliance employer with respect to such em-
ployee) shall pay to the corporate alliance the amounts so
paid (or would be payable by the employer if section 6123
did not apply).
Subpart B—Payments
SEC. 1351. PAYMENT TO REGIONAL ALLIANCE HEALTH
PLANS.

(a) COMPUTATION OF BLENDED PLAN PER CAPITA
PAYMENT AMOUNT.—For purposes of making payments
to plans under this section, each regional alliance shall
compute, under section 6201(a), a blended plan per capita
payment amount for each regional alliance health plan for
enrollment in the alliance for a year.

(b) AMOUNT OF PAYMENT TO PLANS.—
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(1) IN GENERAL.

Subject to subsection (e)
and section 6121(b)(5)(B), each regional alliance
shall provide for payment to each regional alliance
health plan, in which an alliance eligible individual
is enrolled, an amount equal to the net blended rate
(described in paragraph (2)) adjusted (consistent
with subsection (¢)) to take into account the relative
actuarial risk associated with the coverage with re-
spect to the individual.

(2) NET BLENDED RATE.—The net blended
rate described in this paragraph is the blended plan
per capita payment amount (determined under sec-

tion 6201(a)), reduced by

(A) such amount multiplied by the sum
of—

(1) the administrative allowance per-
centage for the regional alliance, computed
by the alliance under section 1352(b), and

(1) 1.5 percentage points; and
(B) any plan payment reduction imposed

under section 6011 for the plan for the year.

(¢) APPLICATION OF RISK ADJUSTMENT AND REIN-

SURANCE METHODOLOGY.—Each regional alliance shall

24 use the risk adjustment methodology developed under sec-

25

tion 1541 in making payments to regional alliance health
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plans under this section, except as provided in section
1542.

(d) APPLICATION OF PORTION OF SET ASIDE.—
Amounts attributable to subsection (b)(2)(A)(i1) are paid
to the Federal Government (for academic health centers
and graduate medical education) under section 1353.

(e) TREATMENT OF VETERANS, MILITARY, AND IN-

DIAN HEALTH PLANS AND PROGRAMS.

(1) VETERANS HEALTH PLAN.—In applying
this subtitle (and title VI) in the case of a regional
alliance health plan that is a veterans health plan of
the Department of Veterans Affairs, the following
rules apply:

(A) For purposes of applying subtitle A of
title VI, families enrolled under the plan shall
not be taken into account.

(B) The provisions of subtitle A of title VI
shall not apply to the plan, other than such pro-
visions as require the plan to submit a per cap-
ita amount for each regional alliance area on a
timely basis, which amount shall be treated as
the final accepted bid of the plan for the area
for purposes of subtitle B of such title and this

subtitle. This amount shall not be subject to ne-
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ootiation and not subject to reduction under

section 6011.

(C) For purposes of computing the blended
plan per capita payment amount under section
6201(a), the AFDC and SSI proportions (under
section 6202(a)) are deemed to be 0 percent.

(2) UNIFORMED SERVICES HEALTH PLAN.—In
applying this subtitle (and title VI) in the case of a
regional alliance health plan that is a Uniformed
Services Health Plan of the Department of Defense,
the following rules apply:

(A) For purposes of applying subtitle A of
title VI, families enrolled under the plan shall
not be taken into account.

(B) The provisions of subtitle A of title VI
shall not apply to the plan, other than such pro-
visions as require the plan to submit a per cap-
ita amount on a timely basis, which amount
shall be treated as the final accepted bid of the
plan for the area involved for purposes of sub-
title B of such title and this subtitle. This
amount shall not be subject to negotiation and
not subject to reduction under section 6011.

The Board, in consultation with the Secretary

*S 1775 PCS



177

| of Defense, shall establish rules relating to the
2 area (or areas) in which such a bid shall apply.
3 (C) For purposes of computing the blended
4 plan per capita payment amount under section
5 6201(a), the AFDC and SSI proportions (under
6 section 6202(a)) are deemed to be 0 percent.
7 (3) INDIAN HEALTH PROGRAMS.—In applying
8 this subtitle (and title VI) in the case of a health
9 program of the Indian Health Service, the following
10 rules apply:
11 (A) Except as provided in this paragraph,
12 the plan shall not be considered or treated to be
13 a regional alliance health plan and for purposes
14 of applying title VI, families enrolled under the
15 program shall not be taken into account.
16 (B) In accordance with rules established by
17 the Secretary, regional alliances shall act as
18 agents for the collection of employer premium
19 payments (including payments of corporate alli-
20 ance employers) required under subtitle B of
21 title VI with respect to qualifying employees
22 who are enrolled under a health program of the
23 Indian Health Service. The Secretary shall per-
24 mit such alliances to retain a nominal fee to
25 compensate them for such collection activities.
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In applying this subparagraph, the family share
of premium for such employees is deemed to be
zero for electing Indians (as defined in section
1012(d)(3)) and for other employees is the
amount of the premium established under sec-
tion 8306(b)(4)(A), employees are deemed to be
residing in the area of residence (or area of em-
ployment), as specified under rules of the Sec-
retary, and the class of enrollment shall be such
class (or classes) as specified under rules of the
Secretary.

SEC. 1352. ALLIANCE ADMINISTRATIVE ALLOWANCE PER-

CENTAGE.

(a) SPECIFICATION BY ALLIANCE.—Before obtaining
bids under section 6004 from health plans for a year, each
regional alliance shall establish the administrative allow-
ance for the operation of the regional alliance in the year.

(b) ADMINISTRATIVE ALLOWANCE PERCENTAGE.—
Subject to subsection (¢), the regional alliance shall com-
pute an administrative allowance percentage for each year
equal to—

(1) the administrative allowance determined
under subsection (a) for the year, divided by
(2) the total of the amounts payable to regional

alliance health plans under subpart A (as estimated
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by the alliance and determined without regard to

section 1345(d)).

(¢) LIMITATION TO 2V PERCENT.—In no case shall
an administrative allowance percentage exceed 2.5 per-
cent.

SEC. 1353. PAYMENTS TO THE FEDERAL GOVERNMENT FOR
ACADEMIC HEALTH CENTERS AND GRAD-
UATE MEDICAL EDUCATION.

Each regional alliance shall make payment to the
Secretary of an amount equal to the reduction in pay-
ments by the alliance to regional alliance health plans at-
tributable to section 1351(b)(2)(A)(11).

Subpart C—Financial Management
SEC. 1361. MANAGEMENT OF FINANCES AND RECORDS.

(a) IN GENERAL.—Each regional alliance shall com-
ply with standards established under section 1571(b) (re-
lating to the management of finances, maintenance of
records, accounting practices, auditing procedures, and fi-
nancial reporting) and under section 1591(d) (relating to
employer payments).

(b) SPECIFIC PROVISIONS.—In accordance with such
standards—

(1) FINANCIAL STATEMENTS.
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(A) IN GENERAL.

Kach regional alliance

shall publish periodic audited financial state-

ments.

(B) ANNUAL FINANCIAL AUDIT.—

(1) IN GENERAL.—Each regional alli-
ance shall have an annual financial audit
conducted by an independent auditor in ac-
cordance with generally accepted auditing
standards.

(11) PUBLICATION.—A report on each
such audit shall be made available to the
public at nominal cost.

(111) REQUIRED ACTIONS FOR DEFI-

CIENCIES.

If the report from such an
audit does not bear an unqualified opinion,
the alliance shall take such steps on a
timely basis as may be necessary to correct
any material deficiency identified in the re-

port.

(C) ELIGIBILITY ERROR RATES.—Each re-

eional alliance shall make eligibility determina-

tions for premium discounts, lability reduc-

tions, and cost sharing reductions under sec-

tions 6104 and 6123, section 6113, and section

1371, respectively, in a manner that maintains
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the error rates below an applicable maximum
permissible error rate specified by the Secretary
(or the Secretary of Liabor with respect to sec-
tion 6123). In specifying such a rate, the Sec-
retary shall take into account maximum permis-
sible error rates recognized by the Federal Gov-
ernment under comparable State-administered
programs.

(2) SAFEGUARDING OF FUNDS.—Each regional
alliance shall safeguard family, employer, State, and
Federal government payments to the alliance in ac-
cordance with fiduciary standards and shall hold
such payments in financial institutions and instru-
ments that meet standards recognized or established
by the Secretary, in consultation with the Secre-
taries of Liabor and the Treasury and taking into ac-
count current Federal laws and regulations relating
to fiduciary responsibilities and financial manage-
ment of public funds.

(3) CONTINGENCIES.

Each regional alliance
shall provide that any surplus of funds resulting
from an estimation discrepancy described in section
9201(e)(1), up to a reasonable amount specified by

the Secretary, shall be held in a contingency fund
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established by the alliance and used to fund any fu-

ture shortfalls resulting from such a diserepancy.
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(4) AUDITING OF EMPLOYER PAYMENTS.

(A) IN GENERAL.—Each regional alliance
is responsible for auditing the records of re-
oional alliance employers to assure that em-
ployer payments (including the payment of
amounts withheld) were made in the appro-
priate amount as provided under subpart A of
part 2 of subtitle B of title VL.

(B) EMPLOYERS WITH EMPLOYEES RESID-

ING IN DIFFERENT ALLIANCE AREAS.—In the

case of a regional alliance employer which has
employees who reside in more than one alliance
area, the Secretary of Labor, in consultation
with the Secretary, shall establish a process for
the coordination of regional alliance auditing
activities among the regional alliances involved.

(C) ApPEAL.—In the case of an audit con-
ducted by a regional alliance on an employer
under this paragraph, an employer or other re-
oional alliance that is agerieved by the deter-
mination in the audit is entitled to review of
such audit by the Secretary of Liabor in a man-

ner to be provided by such Secretary.
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Subpart D—Reductions in Cost Sharing; Income

Determinations

SEC. 1371. REDUCTION IN COST SHARING FOR LOW-INCOME

FAMILIES.
(a) REDUCTION.—

(1) IN GENERAL.—Subject to subsection (b), in
the case of a family that is enrolled in a regional al-
liance health plan and that is either (A) an AFDC
or SSI family or (B) is determined under this sub-
part to have family adjusted income below 150 per-
cent of the applicable poverty level, the family is en-
titled to a reduction in cost sharing in accordance
with this section.

(2) TIMING OF REDUCTION.—The reduction in
cost sharing shall only apply to items and services
furnished after the date the application for such re-
duction 1s approved under section 1372(c¢) and be-
fore the date of termination of the reduction under
this subpart, or, in the case of an AFDC or SSI
family, during the period in which the family is such
a family.

(3)  INFORMATION TO PROVIDERS AND

PLANS.—Each regional alliance shall provide,

through electronic means and otherwise, health care
providers and regional alliance health plans with ac-

cess to such information as may be necessary in
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order to provide for the cost sharing reductions

under this section.

(b) LIMITATION.—No reduction in cost sharing under
subsection (¢)(1) shall be available for families residing
in an alliance area if the regional alliance for the area
determines that there are sufficient low-cost plans (as de-
fined in section 6104(b)(3)) that are lower or combination
cost sharing plans available in the alliance area to enroll
AFDC and SSI families and families with family adjusted
income below 150 percent of the applicable poverty level.

(¢) AMOUNT OF COST SHARING REDUCTION.—

(1) IN GENERAL.—Subject to paragraph (2),
the reduction in cost sharing under this section shall
be such reduction as will reduce cost sharing to the
level of a lower or combination cost sharing plan.

(2) SPECIAL TREATMENT OF CERTAIN AFDC

AND SSI FAMILIES.—In the case of an AFDC or SSI

family enrolled in a lower or combination cost shar-
g plan or receiving a reduction in cost sharing
under paragraph (1), the amount of copayment ap-
plied with respect to an item or service (other than
with respect to hospital emergency room services for
which there is no emergency medical condition, as
defined in section 1867(e)(1) of the Social Security

Act) shall be an amount equal to 20 percent of the
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copayment amount otherwise applicable under sec-
tions 1135 and 1136, rounded to the nearest dollar.
(d) ADMINISTRATION.—

(1) IN GENERAL.—In the case of an approved
family (as defined in section 1372(b)(3)) enrolled in
a regional alliance health plan, the regional alliance
shall pay the plan for cost sharing reductions (other
than cost sharing reductions wunder subsection
(¢)(2)) provided under this section and included in
payments made by the plan to its providers.

(2) ESTIMATED PAYMENTS, SUBJECT TO REC-
ONCILIATION.—Such payment shall be made initially
on the basis of reasonable estimates of cost sharing
reductions incurred by such a plan with respect to
approved families and shall be reconciled not less
often than quarterly based on actual claims for
items and services provided.

(e) NO COST SHARING FOR INDIANS AND CERTAIN

The provisions

of section 6104(a)(3) shall apply to cost sharing reduec-
tions under this section in the same manner as such provi-
sions apply to premium discounts under section 6104.

SEC. 1372. APPLICATION PROCESS FOR COST SHARING RE-

DUCTIONS.

(a) APPLICATION.—
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(1) IN GENERAL.—A regional alliance eligible
family may apply for a determination of the family
adjusted imcome of the family, for the purpose of es-
tablishing eligibility for cost sharing reductions
under section 1371.

(2) FOrM.—An application under this section
shall include such information as may be determined
by the regional alliance (consistent with rules devel-
oped by the Secretary) and shall include at least in-
formation about the family’s employment status and
income.

(b) TIMING.—

(1) IN GENERAL.—An application under this
section may be filed at such times as the Secretary
may provide, including during any open enrollment
period, at the time of a move, or after a change in
life circumstances (such as unemployment or di-
vorce) affecting class of enrollment or amount of
family share or repayment amount.

(2) CONSIDERATION.—Each regional alliance
shall approve or disapprove an application under this
section, and notify the applicant of such decision,
within such period (specified by the Secretary) after

the date of the filing of the application.
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(3) APPROVED FAMILY DEFINED.—In this sec-
tion and section 1371, the term ‘“‘approved family”
means a family for which an application under this
section 1s approved, until the date of termination of
such approval under this section.

(¢) APPROVAL OF APPLICATION.—

(1) IN GENERAL.—A regional alliance shall ap-
prove an application of a family under this section
filed in a month if the application demonstrates that
the family adjusted income of the family (as defined
in subsection (d) and determined under paragraph
(2)) 1s (or is expected to be) less than 150 percent
of the applicable poverty level.

(2) USE OF CURRENT INCOME.—In making the
determination under paragraph (1), a regional alli-
ance shall take into account the income for the pre-
vious 3-month period and current wages from em-
ployment (if any), consistent with rules specified by
the Secretary.

(d) FAMILY ADJUSTED INCOME.—

(1) IN GENERAL.—Except as provided in para-
eraph (4), in this Act the term “‘family adjusted in-
come’”’ means, with respect to a family, the sum of

the adjusted incomes (as defined in paragraph (2))
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for all members of the family (determined without
regard to section 1012).

(2) ADJUSTED INCOME.—In paragraph (1), the
term “‘adjusted income” means, with respect to an
individual, adjusted gross income (as defined in sec-
tion 62(a) of the Internal Revenue Code of 1986)—

(A) determined without regard to sections
135, 162(1), 911, 931, and 933 of such Code,
and

(B) increased by the amount of interest re-
ceived or acerued by the individual which is ex-
empt from tax.

(3) PRESENCE OF ADDITIONAL DEPEND-

ENTS.—At the option of an individual, a family may
include (and not be required to separate out) the in-
come of other individuals who are claimed as de-
pendents of the family for income tax purposes, but
such individuals shall not be counted as part of the
family for purposes of determining the size of the
family.

(e) REQUIREMENT FOR PERIODIC CONFIRMATION

AND VERIFICATION AND NOTICES.—

(1) CONFIRMATION AND VERIFICATION RE-

QUIREMENT.—The continued eligibility of a family
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for cost sharing reductions under this section is con-
ditioned upon the family’s eligibility being—
(A) confirmed periodically by the regional
alliance, and
(B) verified (through the filing of a new
application under this section) by the regional
alliance at the time income reconciliation state-
ments are required to be filed under section
1375.
(2) RuLEs.—The Secretary shall issue rules re-
lated to the manner in which alliances confirm and
verify eligibility under this section.

(3) NOTICES OF CHANGES IN INCOME AND EM-

PLOYMENT STATUS.

(A) IN GENERAL.—Each approved family

shall promptly notify the regional alliance of

any material increase (as defined by the Sec-
retary) in the family adjusted income.

(B) RESPONSE.—If a regional alliance re-
ceives notice under subparagraph (A) (or from
an employer under section 1602(b)(3)(A)(1)) or
otherwise receives information indicating a po-
tential significant change in the family’s em-
ployment status or increase in adjusted family

income, the regional alliance shall promptly
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take steps necessary to reconfirm the family’s
eligibility.
(f) TERMINATION OF COST SHARING REDUCTION.—
The regional alliance shall, after notice to the family, ter-
minate the reduction of cost sharing under this subpart
for an approved family if the family fails to provide for
confirmation or verification or notice required under sub-
section (¢) on a timely basis or the alliance otherwise de-
termines that the family is no longer eligible for such re-
duction. The previous sentence shall not prevent the fam-
ily from subsequently reapplying for cost sharing reduc-
tion under this section.
() TREATMENT OF AFDC AND SSI RECIPIENTS.—
(1) NO APPLICATION REQUIRED.—AKFDC and
SSI families are not required to make an application
under this section.
(2) NOTICE REQUIREMENT.—Kach State (and
the Secretary) shall notify each regional alliance, in
a manner specified by the Secretary, of the identity
(and period of eligibility under the AFDC or SSI
programs) of each AFDC and SSI recipient, unless
such a recipient elects (in a manner specified by the
Secretary) not to accept the reduction of cost shar-

ing under this section.
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SEC. 1373. APPLICATION FOR PREMIUM DISCOUNTS AND

REDUCTION IN LIABILITIES TO ALLIANCES.

(a) IN GENERAL.—Any regional alliance eligible fam-
ily may apply for a determination of the family adjusted
income of the family, for the purpose of establishing eligi-
bility for a premium discount under section 6104 or a re-
duction in liability under section 6113.

(b) TiMING.—Such an application may be filed at
such times as an application for a cost sharing reduction
may be filed under section 1372(b) and also may be filed
after the end of the year to obtain a rebate for excess pre-
mium payments made during a year.

(¢) APPROVAL OF APPLICATION.—

(1) IN GENERAL.—A regional alliance shall ap-
prove an application of a family under this section
filed in a month—

(A) for a premium discount under section

6104, if the application demonstrates that fam-

ily adjusted income of the family (as deter-

mined under paragraph (2)) is (or is expected
to be) less than 150 percent of the applicable
poverty level, or

(B) for a reduction in liability under sec-
tion 6113, if the application demonstrates that
the wage-adjusted income (as defined in sub-

section 6113(d)) of the family (as determined
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under paragraph (2)) is (or 1s expected to be)

less than 250 percent of the applicable poverty

level.

(2) USE OF CURRENT INCOME.—In making the
determination under paragraph (1), a regional alli-
ance shall take into account the income for the pre-
vious 3-month period and current wages from em-
ployment (if any) and the statement of estimated in-
come for the year (filed under section 1374(¢)), con-
sistent with rules specified by the Secretary.

(d) REQUIREMENT FOR PERIODIC CONFIRMATION

AND  VERIFICATION AND NOTICES.—The provisions of

subsection (e) of section 1372 shall apply under this sec-

tion in the same manner as it applies under such section,

except that any reference to family adjusted income is

deemed a reference to wage-adjusted income.

SEC. 1374. GENERAL PROVISIONS RELATING TO APPLICA-
TION PROCESS.

(a) DISTRIBUTION OF APPLICATIONS.—Each re-
oional alliance shall distribute applications under this sub-
part directly to consumers and through employers, banks,
and designated public agencies.

(b) To WHOM APPLICATION MADE.—Applications
under this subpart shall be filed, by person or mail, with

a regional alliance or an agency designated by the State

*S 1775 PCS



O o0 N N D B W =

|\ I N© TR NG T NS R NS R L e e T e T e e e T
A W N = O VWV o0 N O N BN WD = O

193
for this purpose. The application may be submitted with
an application to enroll with a health plan under this sub-
title or separately.
(¢) INCOME STATEMENT.—Each application shall in-
clude a declaration of estimated annual income for the
year involved.

(d) FORM AND CONTENTS.

An application for a dis-
count or reduction under this subpart shall be in a form
and manner specified by the Secretary and shall require
the provision of information necessary to make the deter-
minations required under this subpart.

(¢) FREQUENCY OF APPLICATIONS.—

(1) IN GENERAL.—An application under this
subpart may be filed at any time during the year
(including, in the case of section 1373, during the
reconciliation process).

(2) CORRECTION OF INCOME.—Nothing in
paragraph (1) shall be construed as preventing an
individual or family from, at any time, submitting an
application to reduce the amount of premium dis-
count or reduction of lability under this subpart
based upon an increase in income from that stated
in the previous application.

(f) TIMING OF REDUCTIONS AND DISCOUNTS.—
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(1) IN GENERAL.—Subject to reconciliation
under section 1375, premium discounts and cost
sharing reductions under this subpart shall be ap-
plied to premium payments required (and for ex-
penses incurred) after the date of approval of the

application under this subpart.

(2) AFDC AND SSI RECIPIENTS.—In the case
of an AFDC or SSI family, in applying paragraph

(1), the date of approval of benefits under the

AFDC or SSI program shall be considered the date

of approval of an application under this subpart.

(g) VERIFICATION.—The Secretary shall provide for
verification, on a sample basis or other basis, of the infor-
mation supplied in applications under this part. This
verification shall be separate from the reconciliation pro-
vided under section 1375.

EKach re-

(h) HELP IN COMPLETING APPLICATIONS.
eional alliance shall assist individuals in the filing of appli-
cations and income reconciliation statements under this
subpart.

(1) PENALTIES FOR INACCURATE INFORMATION.—

(1) INTEREST FOR UNDERSTATEMENTS.—Each
individual who knowingly understates income re-
ported in an application to a regional alliance under

this subpart or otherwise makes a material misrepre-
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sentation of information in such an application shall

be liable to the alliance for excess payments made

based on such understatement or misrepresentation,
and for interest on such excess payments at a rate
specified by the Secretary.

(2) PENALTIES FOR MISREPRESENTATION.—In
addition to the lability established under paragraph

(1), each individual who knowingly misrepresents

material information in an application under this

subpart to a regional alliance shall be liable to the

State in which the alliance is located for $2,000 or,

if oreater, three times the excess payments made

based on such misrepresentation. The State shall
provide for the transfer of a significant portion of
such amount to the regional alliance imvolved.
SEC. 1375. END-OF-YEAR RECONCILIATION FOR PREMIUM
DISCOUNT AND REPAYMENT REDUCTION
WITH ACTUAL INCOME.

(a) IN GENERAL.—In the case of a family whose ap-
plication for a premium discount or reduction of liability
for a year has been approved before the end of the year
under this subpart, the family shall, subject to subsection
(¢) and by the deadline specified in section 1344(b) file
with the regional alliance an income reconciliation state-

ment to verify the family’s adjusted income or wage-ad-
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justed income, as the case may be, for the previous year.
Such a statement shall contain such information as the
Secretary may specify. Each regional alliance shall coordi-
nate the submission of such statements with the notice
and payment of family payments due under section 1344.

(b) RECONCILIATION OF PREMIUM DISCOUNT AND
LIABILITY ASSISTANCE BASED ON ACTUAL INCOME.—
Based on and using the income reported in the reconcili-
ation statement filed under subsection (a) with respect to
a family, the regional alliance shall compute the amount
of premium discount or reduction in liability that should
have been provided under section 6104 or section 6113
with respect for the family for the year involved. If the
amount of such discount or liability reduction computed
1s—

(1) greater than the amount that has been pro-
vided, the family is liable to the regional alliance to
pay (directly or through an increase in future family
share of premiums or other payments) a total
amount equal to the amount of the excess payment,
or

(2) less than the amount that has been pro-
vided, the regional alliance shall pay to the family

(directly or through a reduction in future family
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| share of premiums or other payments) a total
2 amount equal to the amount of the deficit.

3 (¢) NO RECONCILIATION FOR AFDC AND SSI FaMI-
4 LIES; NO RECONCILIATION FOR COST SIARING REDUC-
5 TIONS.—No reconciliation statement is required under
6 this section—

7 (1) with respect to cost sharing reductions pro-
8 vided under section 1372, or

9 (2) for a family that only claims a premium dis-
10 count or lability reduction under this subpart on the
11 basis of being an AFDC or SSI family.
12 (d) DISQUALIFICATION FOR FAILURE TO FILE.—In

13 the case of any family that is required to file a statement
14 under this section in a year and that fails to file such a
15 statement by the deadline specified, members of the family
16 shall not be eligible for premium reductions under section
17 6104 or reductions in liability under section 6113 until
18 such statement is filed. A regional alliance, using rules es-
19 tablished by the Secretary, shall waive the application of
20 this subsection if the family establishes, to the satisfaction
21 of the alliance under such rules, good cause for the failure
22 to file the statement on a timely basis.

23 (e) PENALTIES FOR FALSE INFORMATION.—Any in-
24 dividual that provides false information in a statement

25 wunder subsection (a) is subject to the same liabilities as
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are provided under section 1374(h) for a misrepresenta-
tion of material fact described in such section.

(f) NoTicE OF REQUIREMENT.—Each regional alli-
ance (directly or in coordination with other regional alli-
ances) shall provide for written notice, at the end of each
year, of the requirement of this section to each family
which had received premium discount or reduction in li-
ability under this subpart in any month during the pre-
ceding year and to which such requirement applies.

() TRANSMITTAL OF INFORMATION;
VERIFICATION.—

(1) IN GENERAL.—Each participating State
shall transmit annually to the Secretary such infor-
mation relating to the income of families for the pre-
vious year as the Secretary may require to verify
such income under this subpart.

(2) VERIFICATION.—Each participating State
may use such information as it has available to it to
assist regional alliances in verifying income of fami-
lies with applications filed under this subpart. The
Secretary of the Treasury may, consistent with sec-
tion 6103 of the Internal Revenue Code of 1986,
permit return information to be disclosed and used
by a participating State in verifying such income but

only in accordance with such section and only if the
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information is not directly disclosed to a regional al-

liance.

(h) CoNSTRUCTION.—Nothing in this section shall be
construed as authorizing reconciliation of any cost sharing
reduction provided under this subpart.

PART 4—RESPONSIBILITIES AND AUTHORITIES
OF CORPORATE ALLIANCES
SEC. 1381. CONTRACTS WITH HEALTH PLANS.

(a) CONTRACTS WITH PLANS.—Subject to section
1382, each corporate alliance may—

(1) offer to individuals eligible to enroll under
section 1311(¢) coverage under an appropriate self-
insured health plan (as defined in section 1400(b)),
or

(2) negotiate with a State-certified health plan
to enter into a contract with the plan for the enroll-
ment of such individuals under the plan,

or do both.
(b) TERMS OF CONTRACTS WITH STATE-CERTIFIED

HeanTn Prans.—Contracts under this section between

a corporate alliance and a State-certified health plan may
contain such provisions (not inconsistent with the require-
ments of this title) as the alliance and plan may provide,
except that in no case does such contract remove the obli-

cation of the sponsor of the corporate alliance to provide
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for health benefits to corporate alliance eligible individuals

consistent with this part.

SEC. 1382. OFFERING CHOICE OF HEALTH PLANS FOR EN-
ROLLMENT.

(a) IN GENERAL.—Each corporate alliance must pro-
vide to each eligible enrollee with respect to the alliance
a choice of health plans among the plans which have con-
tracts with the alliance under section 1381.

(b) OFFERING OF PLANS BY ALLIANCES.—A cor-

porate alliance shall include among its health plan offer-

ings for any eligible enrollee at least 3 health plans to en-

rollees, of which the alliance must offer

(1) at least one fee-for-service plan (as defined
in section 1322(b)(2)); and

(2) at least two health plans that are not fee-
for-service plans.

SEC. 1383. ENROLLMENT; ISSUANCE OF HEALTH SECURITY
CARD.
(a) IN GENERAL.—

(1) ENROLLMENT OF ALLIANCE ELIGIBLE INDI-
VIDUALS.—HEach corporate alliance shall assure that
each alliance eligible individual with respect to the
alliance is enrolled in a corporate alliance health
plan offered by the alliance, and shall establish and

maintain methods and procedures consistent with
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this section sufficient to assure such enrollment.
Such methods and procedures shall assure the en-
rollment of such individuals at the time they first
become alliance eligible individuals with respect to
the alliance.

(2) ISSUANCE OF HEALTH SECURITY CARDS.

A corporate alliance is responsible for the issuance
of health security cards to corporate alliance eligible

individuals under section 1001(b).

(b) RESPONSE TO POINT-OF-SERVICE NOTICES.—If

a corporate alliance is notified under section 1323(b)(2)
regarding an individual who has received services and ap-

pears to be a corporate alliance eligible individual—

(1) the alliance shall promptly ascertain the in-
dividual’s eligibility as a corporate alliance eligible
individual; and

(2) if the alliance determines that the individual
1s a corporate alliance eligible individual—

(A) the alliance shall promptly provide for
the enrollment of the individual in a health plan
offered by the alliance (and notify the Secretary
of Liabor of such enrollment), and

(B) the alliance shall forward the claim for
payment for the services to the health plan in

which the individual is so enrolled and the plan
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shall make payment to the provider for such
claim (in a manner consistent with require-
ments of the Secretary of Liabor).

(¢) ANNUAL OPEN ENROLLMENT; ENROLLMENT OF

The

FaMmiLy MEMBERS; OVERSUBSCRIPTION OF PLANS.
provisions of subsections (d) through (f) of section 1323
shall apply to a corporate alliance in the same manner
as such provisions apply to a regional alliance.

(d) TERMINATION.—

(1) IN GENERAL.—The provisions of section
1323(g)(1) shall apply to a corporate alliance in the
same manner as such provisions apply to a regional
alliance.

(2) FAILURE TO PAY PREMIUMS.—If a cor-

porate alliance fails to make premium payments to
a health plan, the plan, after reasonable written no-
tice to the alliance and the Secretary of Liabor, may
terminate coverage (and any contract with the alli-
ance under this part). If such coverage is terminated
the corporate alliance is responsible for the prompt
enrollment of alliance eligible individuals whose cov-
erage 1s terminated in another corporate alliance
health plan.

(e) CORPORATE ALLIANCE TRANSITION.—Each cor-

porate alliance must provide coverage—
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(1) as of the first day of any month in which
an individual first becomes a corporate alliance eligi-
ble individual, and
(2) through the end of the month in the case
of a corporate alliance eligible individual who loses
such eligibility during the month.
SEC. 1384. COMMUNITY-RATED PREMIUMS WITHIN PRE-
MIUM AREAS.
(a) APPLICATION OF COMMUNITY-RATED PRE-

MIUMS.—The premiums charged by a corporate alliance

for enrollment in a corporate alliance health plan (not tak-
ing into account any employer premium payment required
under section 6131) shall vary only by class of family en-
rollment (specified in section 1011(¢)) and by premium

area.

(b) DESIGNATION OF PREMIUM AREAS.

(1) DESIGNATION.—Each corporate alliance
shall designate premium areas to be used for the im-
position of premiums (and calculation of employer
premium payments) under this Act.

(2) CONDITIONS.—The boundaries of such
areas shall reasonably reflect labor market areas or
health care delivery areas and shall be consistent
with rules the Secretary of Labor establishes (con-

sistent with paragraph (3)) so that within such
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areas there are not substantial differences in average
per capita health care expenditures.

(3) ANTI-REDLINING.—The provisions of para-
oraphs (4) and (5) of section 1202(b) (relating to
redlining and metropolitan statistical areas) shall
apply to the establishment of premium areas in the
same manner as they apply to the establishment of
the boundaries of regional alliance areas.

(¢) APPLICATIONS OF CLASSES OF ENROLLMENT.—

(1) IN GENERAL.—The premiums shall be ap-
plied under this section based on class of family en-
rollment and shall vary based on such class in ac-
cordance with factors specified by the corporate alli-
ance.

(2) BASIS FOR FACTORS.—Such factors shall be

the same in each premium area and shall take into
account such appropriate considerations (including
the considerations the Board takes into account in
the establishment of premium class factors under
section 1531 and the costs of regional alliance health
plans providing the comprehensive benefit package
for families enrolled in the different classes) as the
alliance considers appropriate, consistent with rules

the Secretary of Labor establishes.
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(d) SPECIAL TREATMENT OF MULTIEMPLOYER ALLI-

ANCES.—The Secretary of Labor shall provide for such
exceptions to the requirements of this section in the case
of a corporate alliance with a sponsor described in section
1311(b)(1)(B) as may be appropriate to reflect the unique
and historical relationship between the employers and em-
ployees under such alliances.

SEC. 1385. ASSISTANCE FOR LOW-WAGE FAMILIES.

Each corporate alliance shall make an additional con-
tribution towards the enrollment in health plans of the al-
liance by certain low-wage families in accordance with sec-
tion 6131(b)(2).

SEC. 1386. CONSUMER INFORMATION AND MARKETING;
DATA COLLECTION AND QUALITY; ADDI-
TIONAL DUTIES.

The provisions of sections 1325(a), 1327, and 1328
shall apply to a corporate alliance in the same manner
as such provisions apply to a regional alliance.

SEC. 1387. PLAN AND INFORMATION REQUIREMENTS.

(a) IN GENERAL.—A corporate alliance shall provide
a written submission to the Secretary of Liabor (in such
form as the Secretary may require) detailing how the cor-
porate alliance will carry out its activities under this part.

(b) ANNUAL INFORMATION.—A corporate alliance

shall provide to the Secretary of Liabor each year, in such
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form and manner as the Secretary may require, such in-
formation as the Secretary may require in order to mon-
itor the compliance of the alliance with the requirements

of this part.

(¢) ANNUAL NOTICE OF EMPLOYEES OR PARTICI-

PANTS.—

(1) CORPORATE ALLIANCE.—Kach corporate al-
liance shall submit to the Secretary of Labor, by not
later than March 1 of each year, information on the
number of full-time employees or participants ob-
taining coverage through the alliance as of January
1 of that year.

(2) EMPLOYERS THAT BECOME LARGE EMPLOY-

ERS.

Each employer that is not a corporate alli-
ance but employs 5,000 full-time employees as of
January 1 of a year, shall submit to the Secretary
of Labor, by not later than March 1 of the year, in-

formation on the number of such employees.

19 SEC. 1388. MANAGEMENT OF FUNDS; RELATIONS WITH EM-

20
21

PLOYEES.

(a) MANAGEMENT OF FUNDS.—The management of

22 funds by a corporate alliance shall be subject to the appli-

23 cable fiduciary requirements of part 4 of subtitle B of title

24 1 of the Employee Retirement Income Security Act of
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1974, together with the applicable enforcement provisions
of part 5 of subtitle B of title I of such Act.

(b) MANAGEMENT OF FINANCES AND RECORDS; Ac-
COUNTING SYSTEM.—Kach corporate alliance shall comply
with standards relating to the management of finances
and records and accounting systems as the Secretary of
Labor shall specify.

SEC. 1389. COST CONTROL.

Each corporate alliance shall control covered expendi-
tures in a manner that meets the requirements of part
2 of subtitle A of title VI.

SEC. 1390. PAYMENTS BY CORPORATE ALLIANCE EMPLOY-
ERS TO CORPORATE ALLIANCES.

(a) LARGE EMPLOYER ALLIANCES.—In the case of

a corporate alliance with a sponsor described in section
1311(b)(1)(A), the sponsor shall provide for the funding
of benefits, through insurance or otherwise, consistent
with section 6131, the applicable solvency requirements of
sections 1394, 1395, and 1396, and any rules established

by the Secretary of Liabor.

(b) OTHER ALLIANCES.—In the case of a corporate
alliance with a sponsor described in subparagraph (B) or
(C) of section 1311(b)(1), a corporate alliance employer

shall make payment of the employer premiums required

under section 6131 under rules established by the cor-
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porate alliance, which rules shall be consistent with rules
established by the Secretary of Labor.
SEC. 1391. COORDINATION OF PAYMENTS.

(a) PAYMENTS OF CERTAIN AMOUNTS TO REGIONAL

ALLIANCES.

In the case of a married couple in which one
spouse 18 a qualifying employee of a regional alliance em-
ployer and the other spouse is a qualifying employee of
a corporate alliance employer, if the couple is enrolled with
a regional alliance health plan, the corporate alliance
(which receives employer premium payments from such
corporate alliance employer with respect to such employee)
shall pay to the regional alliance the amounts so paid.

(b) PAYMENTS OF CERTAIN AMOUNTS TO COR-

PORATE ALLIANCES.

In the case of a married couple in
which one spouse 18 a qualifying employee of a corporate
alliance employer and the other spouse is a qualifying em-
ployee of another corporate alliance employer, the cor-
porate alliance of the corporate alliance health plan in
which the couple is not enrolled shall pay to the corporate
alliance of the plan in which the couple is enrolled any
employer premium payments received from such corporate

alliance employer with respect to such employee.

*S 1775 PCS



O o0 9 O D kA WD =

N NN N NN N = e e e e e e e e
A N A WD = O 0O 00NN B W N~ O

209
SEC. 1392. APPLICABILITY OF ERISA ENFORCEMENT MECH-

ANISMS FOR ENFORCEMENT OF CERTAIN RE-
QUIREMENTS.

The provisions of sections 502 (relating to civil en-
forcement) and 504 (relating to investigative authority) of
the Employee Retirement Income Security Act of 1974
shall apply to enforcement by the Secretary of Liabor of
this part in the same manner and to same extent as such
provisions apply to enforcement of title I of such Act.

SEC. 1393. APPLICABILITY OF CERTAIN ERISA PROTEC-
TIONS TO ENROLLED INDIVIDUALS.

The provisions of sections 510 (relating to inter-
ference with rights protected under Act) and 511 (relating
to coercive interference) of the Employee Retirement In-
come Security Act of 1974 shall apply, in relation to the
provisions of this Act, with respect to individuals enrolled
under corporate alliance health plans in the same manner
and to the same extent as such provisions apply, in rela-
tion to the provisions of the Employee Retirement Income
Security Act of 1974, with respect to participants and
beneficiaries under employee welfare benefit plans covered
by title I of such Act.

SEC. 1394. DISCLOSURE AND RESERVE REQUIREMENTS.

(a) IN GENERAL.—The Secretary of Labor shall en-
sure that each corporate alliance health plan which is a
self-insured plan maintains plan assets in trust as pro-
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vided in section 403 of the Employee Retirement Income
Security Act of 1974—
(1) without any exemption under section
403(b)(4) of such Act, and
(2) in amounts which the Secretary determines
are sufficient to provide at any time for payment to
health care providers of all outstanding balances
owed by the plan at such time.
The requirements of the preceding sentence may be met
through letters of credit, bonds, or other appropriate secu-
rity to the extent provided in regulations of the Secretary.
(b) DI1scLOSURE.—Each self-insured corporate alli-
ance health plan shall notify the Secretary at such time
as the financial reserve requirements of this section are
not being met. The Secretary may assess a civil money
penalty of not more than $100,000 against any corporate
alliance for any failure to provide such notification in such
form and manner and within such time periods as the Sec-
retary may prescribe by regulation.
SEC. 1395. TRUSTEESHIP BY THE SECRETARY OF INSOL-
VENT CORPORATE ALLIANCE HEALTH PLANS.
(a) APPOINTMENT OF SECRETARY AS TRUSTEE FOR

INSOLVENT PrLANS.—Whenever the Secretary of Labor

determines that a corporate alliance health plan which is

a self-insured plan will be unable to provide benefits when
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due or is otherwise in a financially hazardous condition
as defined in regulations of the Secretary, the Secretary
shall, upon notice to the plan, apply to the appropriate
United States district court for appointment of the Sec-
retary as trustee to administer the plan for the duration
of the insolvency. The plan may appear as a party and
other interested persons may intervene in the proceedings
at the discretion of the court. The court shall appoint the
Secretary trustee if the court determines that the trustee-
ship is necessary to protect the interests of the enrolled
individuals or health care providers or to avoid any unrea-
sonable deterioration of the financial condition of the plan
or any unreasonable increase in the liability of the Cor-
porate Alliance Health Plan Insolvency Fund. The trustee-
ship of the Secretary shall continue until the conditions
described in the first sentence of this subsection are rem-
edied or the plan is terminated.

(b) POWERS AS TRUSTEE.—The Secretary of Labor,
upon appointment as trustee under subsection (a), shall
have the power—

(1) to do any act authorized by the plan, this

Act, or other applicable provisions of law to be done

by the plan administrator or any trustee of the plan,
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(2) to require the transfer of all (or any part)
of the assets and records of the plan to the Sec-
retary as trustee,

(3) to invest any assets of the plan which the
Secretary holds in accordance with the provisions of
the plan, regulations of the Secretary, and applicable
provisions of law,

(4) to do such other acts as the Secretary
deems necessary to continue operation of the plan
without increasing the potential liability of the Cor-
porate Alliance IHealth Plan Insolvency Fund, if
such acts may be done under the provisions of the
plan,

(5) to require the corporate alliance, the plan
administrator, any contributing employer, and any
employee organization representing covered individ-
uals to furnish any information with respect to the
plan which the Secretary as trustee may reasonably
need in order to administer the plan,

(6) to collect for the plan any amounts due the
plan and to recover reasonable expenses of the trust-
eeship,

(7) to commence, prosecute, or defend on behalf

of the plan any suit or proceeding involving the plan,
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1 (8) to issue, publish, or file such notices, state-
2 ments, and reports as may be required under regula-
3 tions of the Secretary or by any order of the court,
4 (9) to terminate the plan and liquidate the plan
5 assets in accordance with applicable provisions of
6 this Act and other provisions of law, to restore the
7 plan to the responsibility of the corporate alliance,
8 or to continue the trusteeship,

9 (10) to provide for the enrollment of individuals
10 covered under the plan in an appropriate regional al-
11 liance health plan, and
12 (11) to do such other acts as may be necessary
13 to comply with this Act or any order of the court
14 and to protect the interests of enrolled individuals
15 and health care providers.

16 (¢) NOTICE OF APPOINTMENT.—AS soon as prac-

17 ticable after the Secretary’s appointment as trustee, the

18 Secretary shall give notice of such appointment to—

19 (1) the plan administrator,

20 (2) each enrolled individual,

21 (3) each employer who may be liable for con-
22 tributions to the plan, and

23 (4) each employee organization which, for pur-
24 poses of collective bargaining, represents enrolled in-
25 dividuals.
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(d) ADDITIONAL DUuTIES.—Except to the extent in-
consistent with the provisions of this Act or part 4 of sub-
title B of title I of the Employee Retirement Income Secu-
rity Act of 1974, or as may be otherwise ordered by the
court, the Secretary of Liabor, upon appointment as trust-
ee under this section, shall be subject to the same duties
as those of a trustee under section 704 of title 11, United
States Code, and shall have the duties of a fiduciary for
purposes of such part 4.

(e) OTHER PROCEEDINGS.—An application by the
Secretary of Liabor under this subsection may be filed not-
withstanding the pendency in the same or any other court
of any bankruptcy, mortgage foreclosure, or equity receiv-
ership proceeding, or any proceeding to reorganize, con-
serve, or liquidate such plan or its property, or any pro-
ceeding to enforce a lien against property of the plan.

(f) JURISDICTION OF COURT.—

(1) IN GENERAL.—Upon the filing of an appli-
cation for the appointment as trustee or the issuance
of a decree under this subsection, the court to which
the application 1s made shall have exclusive jurisdic-
tion of the plan involved and its property wherever
located with the powers, to the extent consistent
with the purposes of this subsection, of a court of

the United States having jurisdiction over cases
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under chapter 11 of title 11, United States Code.
Pending an adjudication under this section such
court shall stay, and upon appointment by it of the
Secretary of Liabor as trustee, such court shall con-
tinue the stay of, any pending mortgage foreclosure,
equity receivership, or other proceeding to reorga-
nize, conserve, or liquidate the plan, the sponsoring
alliance, or property of such plan or alliance, and
any other suit against any receiver, conservator, or
trustee of the plan, the sponsoring alliance, or prop-
erty of the plan or alliance. Pending such adjudica-
tion and upon the appointment by it of the Sec-
retary as trustee, the court may stay any proceeding
to enforce a lien against property of the plan or the
sponsoring alliance or any other suit against the
plan or the alliance.

(2) VENUE.—An action under this subsection
may be brought in the judicial district where the
plan administrator resides or does business or where
any asset of the plan is situated. A distriet court in
which such action 1s brought may issue process with
respect to such action in any other judicial district.

() PERSONNEL.—In accordance with regulations of

24 the Secretary of Labor, the Secretary shall appoint, retain,

25 and compensate accountants, actuaries, and other profes-
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sional service personnel as may be necessary in connection

with the Secretary’s service as trustee under this section.

SEC. 1396. GUARANTEED BENEFITS UNDER TRUSTEESHIP
OF THE SECRETARY.

(a) IN GENERAL.—Subject to subsection (b), the Sec-
retary of Liabor shall guarantee the payment of all benefits
under a corporate alliance health plan which is a self-in-
sured plan while such plan is under the Secretary’s trust-
eeship under section 1395.

(b) LIMITATIONS.

Any increase in the amount of
benefits under the plan resulting from a plan amendment
which was made, or became effective, whichever is later,
within 180 days (or such other reasonable time as may
be prescribed in regulations of the Secretary of Liabor) be-
fore the date of the Secretary’s appointment as trustee
of the plan shall be disregarded for purposes of deter-
mining the guarantee under this section.

(¢) CORPORATE ALLIANCE HEALTH PLAN INSOL-
VENCY F'UND.—

(1) ESTABLISHMENT.—The Secretary of Labor
shall establish a Corporate Alliance Health Plan In-
solvency Fund (hereinafter in this part referred to
as the “Fund”) from which the Secretary shall au-
thorize payment of all guaranteed benefits under

this section.
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(2) RECEIPTS AND DISBURSEMENTS.

The Fund shall be cred-

(A) RECEIPTS.
ited with—

(1) funds borrowed under paragraph
(3),

(11) assessments collected under sec-
tion 1397, and

(ili) earnings on investment of the
Fund.

(B) DISBURSEMENTS.—The Fund shall be
available—

(i) for making such payments as the
Secretary of Labor determines are nec-
essary to pay benefits guaranteed under
this section,

(i) to repay the Secretary of the
Treasury such sums as may be borrowed
(together with interest thereon) under
paragraph (3), and

(ii1) to pay the operational and admin-
1strative expenses of the Fund.

(3) BORROWING AUTHORITY.—At the direction
of the Secretary of Liabor, the Fund may, to the ex-
tent necessary to carry out the purposes of para-

oraph (1), issue to the Secretary of the Treasury
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notes or other obligations, in such forms and de-
nominations, bearing such maturities, and subject to
such terms and conditions as may be prescribed by
the Secretary of the Treasury. The total balance of
the Fund obligations outstanding at any time shall
not exceed $500,000,000. Such notes or other obli-
cations shall bear interest at a rate determined by
the Secretary of the Treasury, taking into consider-
ation the current average market yield on out-
standing marketable obligations of the United States
of comparable maturities during the month pre-
ceding the issuance of such notes or other obliga-
tions by the Fund. The Secretary of the Treasury
shall purchase any notes or other obligations issued
by the Fund under this paragraph, and for that pur-
pose the Secretary of the Treasury may use as a
public debt transaction the proceeds from the sale of
any securities issued under chapter 31 of title 31,
United States Code and the purposes for which se-
curities may be issued under such chapter are ex-
tended to include any purchase of such notes and
oblications. The Secretary of the Treasury may at
any time sell any of the notes or other obligations
acquired by such Secretary under this paragraph.

All redemptions, purchases, and sales by the Sec-
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retary of the Treasury of such notes or other obliga-

tions shall be treated as public debt transactions of

the United States.

(4) INVESTMENT AUTHORITY.—Whenever the
Secretary of Labor determines that the moneys of
the Fund are in excess of current needs, such Sec-
retary may request the investment of such amounts
as such Secretary determines advisable by the Sec-
retary of the Treasury in obligations issued or guar-
anteed by the United States, but, until all bor-
rowings under paragraph (3) have been repaid, the
obligations in which such excess moneys are invested
may not yield a rate of return in excess of the rate
of Interest payable on such borrowings.

SEC. 1397. IMPOSITION AND COLLECTION OF PERIODIC AS-
SESSMENTS ON SELF-INSURED CORPORATE
ALLTANCE PLANS.

(a) IMPOSITION OF ASSESSMENTS.—Upon a deter-
mination that additional receipts to the Fund are nec-
essary in order to enable the Fund to repay amounts bor-
rowed by the Fund under section 1396(¢)(3) while main-
taining a balance sufficient to ensure the solvency of the
Fund, the Secretary of Liabor may impose assessments
under this section. The Secretary shall prescribe from time

to time such schedules of assessment rates and bases for
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the application of such rates as may be necessary to pro-

vide for such repayments.

(b) UNIFORMITY OF ASSESSMENTS.—The assess-
ment rates so prescribed by the Secretary for any period
shall be uniform for all plans, except that the Secretary
may vary the amount of such assessments by category,
or waive the application of such assessments by category,
taking into account differences in the financial solvency
of, and financial reserves maintained by, plans in each cat-
egory.

(¢) LIMITATION ON AMOUNT OF ASSESSMENT.—The
total amount assessed against a corporate alliance health
plan under this section during a year may not exceed 2
percent of the total premiums paid to the plan with respect
to corporate alliance eligible individuals enrolled with the

plan during the year.

(d) PAYMENT OF ASSESSMENTS.

(1) OBLIGATION TO PAY.—The designated
payor of each plan shall pay the assessments im-
posed by the Secretary of Labor under this section
with respect to that plan when they are due. Assess-
ments under this section are payable at the time,
and on an estimated, advance, or other basis, as de-
termined by the Secretary. Assessments shall con-

tinue to acerue until the plan’s assets are distributed
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pursuant to a termination procedure or the Sec-
retary is appointed to serve as trustee of the plan

under section 1395.
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(2) LATE PAYMENT CHARGES AND INTEREST.—

(A) LATE PAYMENT CHARGES.

If any as-
sessment is not paid when it is due, the Sec-
retary of Labor may assess a late payment
charge of not more than 100 percent of the as-
sessment payment which was not timely paid.

(B) WAIVERS.—Subparagraph (A) shall

not apply to any assessment payment made
within 60 days after the date on which payment
1s due, if before such date, the designated payor
obtains a waiver from the Secretary of Liabor
based upon a showing of substantial hardship
arising from the timely payment of the assess-
ment. The Secretary may grant a waiver under
this subparagraph upon application made by
the designated payor, but the Secretary may
not grant a waiver if it appears that the des-
ignated payor will be unable to pay the assess-
ment within 60 days after the date on which it
is due.

(C) INTEREST.—If any assessment is not

paid by the last date preseribed for a payment,
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interest on the amount of such assessment at
the rate imposed under section 6601(a) of the
Internal Revenue Code of 1986 shall be paid
for the period from such last date to the date
paid.

(e) CrviL ACTION UPON NONPAYMENT.—If any des-
ignated payor fails to pay an assessment when due, the
Secretary of Liabor may bring a civil action in any district
court of the United States within the jurisdiction of which
the plan assets are located, the plan is administered, or
in which a defendant resides or is found, for the recovery
of the amount of the unpaid assessment, any late payment
charge, and interest, and process may be served in any
other district. The district courts of the United States
shall have jurisdiction over actions brought under this sub-

section by the Secretary without regard to the amount in

controversy.
(f) GUARANTEE HELD HARMLESS.—The Secretary
of Liabor shall not cease to guarantee benefits on account

of the failure of a designated payor to pay any assessment
when due.
(2) DESIGNATED PAYOR DEFINED.—
(1) IN GENERAL.—For purposes of this section,

the term “designated payor’” means—
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(A) the employer or plan administrator in
any case in which the eligible sponsor of the
corporate alliance health plan 1s described in
subparagraph (A) of section 1311(b)(1); and

(B) the contributing employers or the plan
administrator in any case in which the eligible
sponsor of the corporate alliance is described in
subparagraph (B) or (C) of section 1311(b)(1).

(2) CONTROLLED GROUPS.

If an employer is a
member of a controlled group, each member of such
eroup shall be jointly and severally liable for any as-
sessments required to be paid by such employer. For
purposes of the preceding sentence, the term ‘‘con-
trolled group” means any group treated as a single
employer under subsection (b), (¢), (m), or (o) of
section 414 of the Internal Revenue Code of 1986.

SEC. 1398. PAYMENTS TO FEDERAL GOVERNMENT BY MUL-

TIEMPLOYER CORPORATE ALLIANCES FOR
ACADEMIC HEALTH CENTERS AND GRAD-
UATE MEDICAL EDUCATION.

(a) IN GENERAL.—A corporate alliance with an eligi-
ble sponsor described in section 1311(b)(1)(B) shall make
payment to the Secretary of an amount equivalent to the
amount (as estimated based on rules established by the

Secretary and based on the annual per capita expenditure
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equivalent calculated under section 6021) that would have
been payable by the alliance under section 1353 if the alli-
ance were a regional alliance.

(b) REFERENCE TO EXEMPTION FROM ASSESS-
MENT.—For provision exempting certain corporate alli-
ance employers participating in an alliance described n
subsection (a) from an assessment under section 3461 of
the Internal Revenue Code of 1986, as added by section
7121 of this Act, see section 3461(¢)(1) of such Code.

Subtitle E—Health Plans
SEC. 1400. HEALTH PLAN DEFINED.

(a) IN GENERAL.—In this Act, the term ‘“health
plan” means a plan that provides the comprehensive ben-
efit package and meets the requirements of parts 1, 3,
and 4 applicable to health plans.

(b) APPROPRIATE SELF-INSURED HEALTH PLAN.—
In this Act, the term “‘appropriate self-insured health
plan” means a group health plan (as defined in section
3(42) of the Employee Retirement Income Security Act
of 1974) which is a self-insured health plan and with re-
spect to which the applicable requirements of title I of the
Employee Retirement Income Security Act of 1974 are
met.

(¢) STATE-CERTIFIED HEALTH PLAN.—In this Act,

the term ‘‘State-certified health plan’” means a health plan
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that has been certified by a State under section 1203(a)
(or, in the case in which the Board is exercising certifi-
cation authority under section 1522(b), that has been cer-
tified by the Board).

(d) APPLICABLE REGULATORY AUTHORITY DE-
FINED.—In this subtitle, the term ‘“‘applicable regulatory
authority” means—

(1) with respect to a self-insured health plan,
the Secretary of Liabor, or

(2) with respect to a State-certified health plan,
the State authority responsible for certification of
the plan.

PART 1—REQUIREMENTS RELATING TO
COMPREHENSIVE BENEFIT PACKAGE
SEC. 1401. APPLICATION OF REQUIREMENTS.

No plan shall be treated under this Act as a health
plan—

(1) unless the plan is a self-insured plan or a

State-certified plan; or

(2) on and after the effective date of a finding
by the applicable regulatory authority that the plan
has failed to comply with such applicable require-

ments.
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AND COVERAGE.
(a) NO UNDERWRITING.—

(1) IN GENERAL.—Subject to paragraph (2),
each health plan offered by a regional alliance or a
corporate alliance must accept for enrollment every
alliance eligible individual who seeks such enroll-
ment. No plan may engage in any practice that has
the effect of attracting or limiting enrollees on the
basis of personal characteristics, such as health sta-
tus, anticipated need for health care, age, occupa-
tion, or affiliation with any person or entity.

(2) CAPACITY LIMITATIONS.—With the approval

of the applicable regulatory authority, a health plan
may limit enrollment because of the plan’s capacity
to deliver services or to maintain financial stability.
If such a limitation is imposed, the limitation may
not be imposed on a basis referred to in paragraph
(1).

(b) No LimiTs ON COVERAGE; NO PRE-EXISTING

CONDITION LiMITS.—A health plan may not—

(1) terminate, restrict, or limit coverage for the
comprehensive benefit package in any portion of the
plan’s service area for any reason, including non-

payment of premiums;
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(2) cancel coverage for any alliance eligible indi-
vidual until that individual is enrolled in another ap-
plicable health plan;

(3) exclude coverage of an alliance eligible indi-
vidual because of existing medical conditions;

(4) impose waiting periods before coverage be-
2ins; or

(5) impose a rider that serves to exclude cov-
erage of particular eligible individuals.

(¢) ANTIDISCRIMINATION.—

(1) IN GENERAL.—No health plan may dis-
criminate, or engage (directly or through contractual
arrangements) in any activity, including the selection
of a service area, that has the effect of diserimi-
nating, against an individual on the basis of race,
national origin, sex, language, socio-economic status,
age, disability, health status, or anticipated need for
health services.

(2) SELECTION OF PROVIDERS FOR PLAN NET-
WORK.—In selecting among providers of health serv-
ices for membership in a provider network, or in es-
tablishing the terms and conditions of such member-
ship, a health plan may not engage in any practice
that has the effect of diseriminating against a pro-

vider—
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1 (A) based on the race, national origin, sex,
2 language, age, or disability of the provider; or
3 (B) based on the socio-economic status,
4 disability, health status, or anticipated need for
5 health services of a patient of the provider.

6 (3) BUSINESS NECESSITY.—Except in the case
7 of Intentional diserimination, it shall not be a viola-
8 tion of this subsection, or of any regulation issued
9 under this subsection, for any person to take any ac-
10 tion otherwise prohibited under this subsection, if
11 the action is required by business necessity.
12 (4) REGULATIONS.—Not later than 1 year after
13 the date of the enactment of this Act, the Secretary
14 of Health and Human Services shall issue regula-
15 tions to carry out this subsection.
16 (d) REQUIREMENTS FOR PLANS OFFERING LOWER
17 Cost SHARING.—Each health plan that offers enrollees

18 the lower cost sharing schedule referred to in section

19 1131—

20 (1) shall apply such schedule to all items and
21 services 1n the comprehensive benefit package;

22 (2) shall offer enrollees the opportunity to ob-
23 tain coverage for out-of-network items and services
24 (as described in subsection (f)(2)); and
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(3) notwithstanding section 1403, in the case of
an enrollee who obtains coverage for such items and
services, may charge an alternative premium to take
into account such coverage.

(e) TREATMENT OF (COST SHARING.—Each health

plan, in providing benefits in the comprehensive benefit

package—

(1) shall include in its payments to providers,
such additional reimbursement as may be necessary
to reflect cost sharing reductions to which individ-
uals are entitled under section 1371, and

(2) shall maintain such claims or encounter
records as may be necessary to audit the amount of
such additional reimbursements and the individuals
for which such reimbursement is provided.

(f) IN-NETWORK AND OUT-OF-NETWORK ITEMS AND

SERVICES DEFINED.—

(1) IN-NETWORK ITEMS AND SERVICES.—For
purposes of this Act, the term “in-network’”, when
used with respect to items or services described in
this subtitle, means items or services provided to an
individual enrolled under a health plan by a health
care provider who is a member of a provider network

of the plan (as defined in paragraph (3)).
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(2) OUT-OF-NETWORK ITEMS AND SERVICES.—
For purposes of this Act, the term “out-of network”,
when used with respect to items or services de-
scribed in this subtitle, means items or services pro-
vided to an individual enrolled under a health plan
by a health care provider who is not a member of
a provider network of the plan (as defined in para-
oraph (3)).

(3) PROVIDER NETWORK DEFINED.—A ‘“‘pro-
vider network’ means, with respect to a health plan,
providers who have entered into an agreement with
the plan under which such providers are obligated to
provide items and services in the comprehensive ben-
efit package to individuals enrolled in the plan, or
have an agreement to provide services on a fee-for-
service basis.

(2) RELATION TO DETENTION.—A health plan is not
required to provide any reimbursement to any detention
facility for services performed in that facility for detainees
in the facility.

SEC. 1403. COMMUNITY RATING.

(a) REGIONAL ALLIANCE HEALTIH PLANS.—KEach re-
eional alliance health plan may not vary the premium im-
posed with respect to residents of an alliance area, except

as may be required under section 6102(a) with respect to
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different types of individual and family coverage under the

plan.

(b) CORPORATE ALLIANCE HEALTH PLANS.—Each
corporate alliance health plan may not vary the premium
imposed with respect to individuals enrolled in the plan,
except as may be required under section 1384 with respect
to different types of individual and family coverage under
the plan.

SEC. 1404. MARKETING OF HEALTH PLANS; INFORMATION.

(a) REGIONAL ALLIANCE MARKETING RESTRIC-

TIONS.
(1) IN GENERAL.—The contract entered into
between a regional alliance and a regional alliance
health plan shall prohibit the distribution by the
health plan of marketing materials within the re-
cional alliance that contain false or materially mis-
leading information and shall provide for prior ap-
proval by the regional alliance of any marketing ma-
terials to be distributed by the plan.
(2) ENTIRE MARKET.—A health plan offered by
a regional alliance may not distribute marketing ma-
terials to an area smaller than the entire area served
by the plan.

(3) PROHIBITION OF TIE-INS.—A regional alli-

ance health plan, and any agency of such a plan,
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may not seek to influence an individual’s choice of
plans in conjunction with the sale of any other in-
surance.

(b) INFORMATION AVAILABLE.—

(1) IN GENERAL.—Each regional alliance health
plan must provide to the regional alliance and make
available to alliance eligible individuals and health
care professionals complete and timely information
concerning the following:

(A) Costs.

(B) The identity, locations, qualifications,
and availability of participating providers.

(C) Procedures used to control utilization
of services and expenditures.

(D) Procedures for assuring and improving
the quality of care.

(E) Rights and responsibilities of enrollees.

(F) Information on the number of plan
members who disenroll from the plan.

(2) PROHIBITION AGAINST CERTIFICATION OF
PLANS PROVIDING INACCURATE INFORMATION.—No
regional alliance health plan may be a State-certified
health plan under this title if the State determines
that the plan submitted materially inaccurate infor-

mation under paragraph (1).
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(¢) ADVANCE DIRECTIVES.—Kach self-insured health
plan and each State-certified health plan shall meet the
requirement of section 1866(f) of the Social Security Act
(relating to maintaining written policies and procedures
respecting advance directives) in the same manner as such
requirement relates to organizations with contracts under
section 1876 of such Act.
SEC. 1405. GRIEVANCE PROCEDURE.

(a) IN GENERAL.—Each health plan must establish
a grievance procedure for enrollees to use in pursuing
complaints. Such procedure shall be consistent with sub-
title C of title V.

(b) ADDITIONAL REMEDIES.—If the grievance proce-
dure fails to resolve an enrollee’s complaint—

(1) in the case of an enrollee of a regional alli-
ance health plan, the enrollee has the option of seek-
ing assistance from the office of the ombudsman for
the regional alliance established under section
1326(a), and

(2) the enrollee may pursue additional legal
remedies, including those provided under subtitle C

of title V.
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SEC. 1406. HEALTH PLAN ARRANGEMENTS WITH PRO-

VIDERS.

(a) REQUIREMENT.—Each health plan must enter

into such agreements with health care providers or have
such other arrangements as may be necessary to assure
the provision of all services covered by the comprehensive

benefit package to eligible individuals enrolled with the

(b) EMERGENCY AND URGENT CARE SERVICES.—

(1) IN GENERAL.—Each health plan must cover
emergency and urgent care services provided to en-
rollees, without regard to whether or not the pro-
vider furnishing such services has a contractual (or
other) arrangement with the plan to provide items or
services to enrollees of the plan and in the case of
emergency services without regard to prior author-
1zation.

(2) PAYMENT AMOUNTS.—In the case of emer-
cgency and urgent care provided to an enrollee out-
side of a health plan’s service area, the payment
amounts of the plan shall be based on the fee for
service rate schedule established by the regional alli-
ance for the alliance area where the services were
provided.

(¢) APPLICATION OF FEE SCHEDULE.—
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(1) IN GENERAL.—Subject to paragraph (2),
each regional alliance health plan or corporate alli-
ance health plan that provides for payment for serv-
ices on a fee-for-service basis shall make such pay-
ment in the amounts provided under the fee sched-
ule established by the regional alliance under section
1322(e) (or, in the case of a plan offered in a State
that has established a Statewide fee schedule under
section 1322(¢)(3), under such Statewide fee sched-
ule).

(2) REDUCTION FOR PROVIDERS VOLUNTARILY

REDUCING CHARGES.—If a provider under a health
plan voluntarily agrees to reduce the amount
charged to an individual enrolled under the plan, the
plan shall reduce the amount otherwise determined
under the fee schedule applicable under paragraph
(1) by the proportion of the reduction in such
amount charged.

(3) REDUCTION FOR NONCOMPLYING PLAN.—
Each regional alliance health plan that is a noncom-
plying plan shall provide for reductions in payments
under the fee schedule to providers that are not par-

ticipating providers in accordance with section

6012(b).
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(d) PROHIBITION AGAINST BALANCE BILLING; RE-

QUIREMENT OF DIRECT BILLING.—

(1) PROHIBITION OF BALANCE BILLING.—A
provider may not charge or collect from an enrollee
a fee in excess of the applicable payment amount
under the applicable fee schedule under subsection
(¢), and the health plan and its enrollees are not le-
cally responsible for payment of any amount in ex-
cess of such applicable payment amount for items
and services covered under the comprehensive bene-
fits package.

(2) DIRECT BILLING.—A provider may not
charge or collect from an enrollee amounts that are
payable by the health plan (including any cost shar-
ing reduction assistance payable by the plan) and
shall submit charges to such plan in accordance with
any applicable requirements of part 1 of subtitle B
of title V (relating to health information systems).

(3) COVERAGE UNDER AGREEMENTS WITIH

PLANS.

The agreements or other arrangements en-
tered into under subsection (a) between a health
plan and the health care providers providing the
comprehensive benefit package to individuals en-

rolled with the plan shall prohibit a provider from

*S 1775 PCS



O o0 N N B W =

|\ TR N© TR NG T NS R NS R e T e T e T e e e T
A LW O = O VWV 0 N O R WD = O

237

engaging in balance billing described in paragraph

(1).

(e¢) IMPOSITION OF PARTICIPATING PROVIDER As-
SESSMENT IN CASE OF A NONCOMPLYING PrLAN.—Each
regional alliance health plan shall provide that if the plan
18 a noncomplying plan for a year under section 6012, pay-
ments to participating providers shall be reduced by the
applicable network reduction percentage under such sec-
tion.

SEC. 1407. PREEMPTION OF CERTAIN STATE LAWS RELAT-
ING TO HEALTH PLANS.

(a) LAws RESTRICTING PLANS OTHER THAN KFEE-
FOR-SERVICE PrANS.—Except as may otherwise be pro-
vided in this section, no State law shall apply to any serv-
ices provided under a health plan that is not a fee-for-
service plan (or a fee-for-service component of a plan) if
such law has the effect of prohibiting or otherwise restrict-
ing plans from—

(1) except as provided in section 1203, limiting
the number and type of health care providers who
participate in the plan;

(2) requiring enrollees to obtain health services
(other than emergency services) from participating

providers or from providers authorized by the plan;
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(3) requiring enrollees to obtain a referral for
treatment by a specialized physician or health insti-
tution;

(4) establishing different payment rates for par-
ticipating providers and providers outside the plan;

(5) creating incentives to encourage the use of
participating providers; or

(6) requiring the use of single-source suppliers
for pharmacy, medical equipment, and other health
products and services.

(b) PREEMPTION OF STATE CORPORATE PRACTICE

AcTs.—Any State law related to the corporate practice
of medicine and to provider ownership of health plans or
other providers shall not apply to arrangements between
health plans that are not fee-for-service plans and their
participating providers.

(¢) PARTICIPATING PROVIDER DEFINED.—In this
title, a “participating provider’” means, with respect to a
health plan, a provider of health care services who is a
member of a provider network of the plan (as described
n section 1402(£)(3)).

SEC. 1408. FINANCIAL SOLVENCY.

Each regional alliance health plan must—

(1) meet or exceed minimum capital require-

ments established by States under section 1204(a);
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(2) in the case of a plan operating in a State,
must participate in the guaranty fund established by
the State under section 1204(¢); and
(3) meet such other requirements relating to
fiscal soundness as the State may establish (subject
to the establishment of any alternative standards by
the Board).
SEC. 1409. REQUIREMENT FOR OFFERING COST SHARING
POLICY.

Each regional alliance health plan shall offer a cost
sharing policy (as defined in section 1421(b)(2)) to each
eligible family enrolled under the plan.

SEC. 1410. QUALITY ASSURANCE.

Each health plan shall comply with such quality as-
surance requirements as are imposed under subtitle A of
title V with respect to such a plan.

SEC. 1411. PROVIDER VERIFICATION.

Each health plan shall—

(1) verify the credentials of practitioners and
facilities;

(2) ensure that all providers participating in the
plan meet applicable State licensing and certification

standards;
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(3) oversee the quality and performance of par-
ticipating providers, consistent with section 1410;
and

(4) mvestigate and resolve consumer complaints

against participating providers.
SEC. 1412. CONSUMER DISCLOSURES OF UTILIZATION MAN-

AGEMENT PROTOCOLS.

Each health plan shall disclose to enrollees (and pro-
spective enrollees) the protocols used by the plan for con-
trolling utilization and costs.

SEC. 1413. CONFIDENTIALITY, DATA MANAGEMENT, AND
REPORTING.

(a) IN GENERAL.—Each health plan shall comply
with the confidentiality, data management, and reporting
requirements imposed under subtitle B of title V.

(b) TREATMENT OF ELECTRONIC INFORMATION.—

(1) ACCURACY AND RELIABILITY.—Each health
plan shall take such measures as may be necessary
to ensure that health care information in electronic
form that the plan, or a member of a provider net-
work of the plan, collects for or transmits to the

Board under subtitle B of title V is accurate and re-

liable.

(2) PRIVACY AND SECURITY.—Each health plan

shall take such measures as may be necessary to en-
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sure that health care information described in para-

eraph (1) is not distributed to any individual or en-

tity in violation of a standard promulgated by the

Board under part 2 of subtitle B of title V.

SEC. 1414. PARTICIPATION IN REINSURANCE SYSTEM.

Each regional alliance health plan of a State that has
established a reinsurance system under section 1203(g)
shall participate in the system in the manner specified by
the State.

PART 2—REQUIREMENTS RELATING TO
SUPPLEMENTAL INSURANCE
SEC. 1421. IMPOSITION OF REQUIREMENTS ON SUPPLE-
MENTAL INSURANCE.

(a) IN GENERAL.—An entity may offer a supple-
mental insurance policy but only if—

(1) in the case of a supplemental health benefit
policy (as defined in subsection (b)(1)), the entity
and the policy meet the requirements of section
1422; and

(2) In the case of a cost sharing policy (as de-
fined in subsection (b)(2)), the entity and the policy
meet the requirements of section 1423.

(b) POLICIES DEFINED.—

(1) SUPPLEMENTAL HEALTH BENEFIT POL-

ICY.—
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(A) IN GENERAL.—In this part, the term
“supplemental health benefit policy’” means a
health insurance policy or health benefit plan
offered to an alliance eligible individual which
provides—

(1) coverage for services and items not
included in the comprehensive benefit
package, or

(i1) coverage for items and services in-
cluded in such package but not covered be-
cause of a limitation in amount, duration,
or scope provided under this title,

or both.

Such term does not in-

(B) EXCLUSIONS.
clude the following:

(1) A cost sharing policy (as defined in
paragraph (2)).

(i) A long-term care insurance policy
(as defined in section 2304(10)).

(i11) Insurance that limits benefits
with respect to specific diseases (or condi-
tions).

(iv) Hospital or nursing home indem-

nity insurance.
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(v) A medicare supplemental policy

(as defined in section 1882(g) of the Social

Security Act).

(vi) Insurance with respect to acci-
dents.

(2) COST SHARING POLICY.—In this part, the
term “cost sharing policy’” means a health insurance
policy or health benefit plan offered to an alliance el-
igible individual which provides coverage for
deductibles, coinsurance, and copayments imposed as
part of the comprehensive benefit package under
subtitle B, whether imposed under a higher cost
sharing plan or with respect to out-of-network pro-
viders.

1422. STANDARDS FOR SUPPLEMENTAL HEALTH BEN-
EFIT POLICIES.
(a) PROHIBITING DUPLICATION OF COVERAGE.—

(1) IN GENERAL.—No health plan, insurer, or
any other person may offer—

(A) to any eligible individual a supple-
mental health benefit policy that duplicates any
coverage provided in the comprehensive benefit
package; or

(B) to any medicare-eligible individual a

supplemental health benefit policy that dupli-
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cates any coverage provided under the medicare

program.

(2) EXCEPTION FOR MEDICARE-ELIGIBLE INDI-
VIDUALS.—For purposes of this subsection, for the
period in which an individual is a medicare-eligible
individual and also 1s an alliance eligible individual
(and 1s enrolled under a regional alliance or cor-
porate alliance health plan), paragraph (1)(A) (and
not paragraph (1)(B)) shall apply.

(b) NO LIMITATION ON INDIVIDUALS OFFERED POL-

ICY.—

(1) IN GENERAL.—Except as provided in para-
oraph (2), each entity offering a supplemental health
benefit policy must accept for enrollment every indi-
vidual who seeks such enrollment, subject to capac-

ity and finanecial limits.

(2) EXCEPTION FOR CERTAIN OFFERORS.
Paragraph (1) shall not apply to any supplemental
health benefit policy offered to an individual only on
the basis of—

(A) the individual’s employment (in the
case of a policy offered by the individual’s em-

ployer); or
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(B) the individual’s membership or enroll-
ment in a fraternal, religious, professional, edu-
cational, or other similar organization.

(¢) RESTRICTIONS ON MARKETING ABUSES.—Not

later than January 1, 1996, the Board shall develop (in
consultation with the States) minimum standards that
prohibit marketing practices by entities offering supple-
mental health benefit policies that involve:

(1) Providing monetary incentives for or tying
or otherwise conditioning the sale of the policy to en-
rollment in a regional alliance health plan of the en-
tity.

(2) Using or disclosing to any party information
about the health status or claims experience of par-
ticipants in a regional alliance health plan for the
purpose of marketing such a policy.

(d) Crvi, MONETARY PENALTY.—An entity that
knowingly and willfully violates any provision of this sec-
tion with respect to the offering of a supplemental health
benefit policy to any individual shall be subject to a civil
monetary penalty (not to exceed $10,000) for each such
violation. The provisions of section 1128A of the Social
Security Act (other than subsections (a) and (b)) shall

apply to civil money penalties under this subsection in the
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same manner as they apply to a penalty or proceeding
under section 1128A(a) of such Act.
SEC. 1423. STANDARDS FOR COST SHARING POLICIES.

(a) RULES FOR OFFERING OF POLICIES.—Subject to
subsection (f), a cost sharing policy may be offered to an
individual only if—

(1) the policy is offered by the regional alliance
health plan in which the individual is enrolled;

(2) the regional alliance health plan offers the
policy to all individuals enrolled in the plan;

(3) the plan offers each such individual a choice

of a policy that provides standard coverage and a

policy that provides maximum coverage (in accord-

ance with standards established by the Board); and
(4) the policy is offered only during the annual
open enrollment period for regional alliance health

plans (described in section 1323(d)(1)).

(b) PROHIBITION OF COVERAGE OF COPAYMENTS.
Each cost sharing policy may not provide any benefits re-
lating to any copayments established under the table of
copayments and coinsurance under section 1135.

(¢) EQUIVALENT COVERAGE FOR ALL SERVICES.—
Each cost sharing policy must provide coverage for items

and services in the comprehensive benefit package to the
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I same extent as the policy provides coverage for all items

2 and services in the package.

3 (d) REQUIREMENTS FOR PRICING.—

4 (1) IN GENERAL.—The price of any cost shar-
5 ing policy shall—

6 (A) be the same for ecach individual to
7 whom the policy is offered;

8 (B) take into account any expected in-
9 crease 1n utilization resulting from the purchase
10 of the policy by individuals enrolled in the re-
11 oional alliance health plan; and

12 (C) not result in a loss-ratio of less than
13 90 percent.

14 (2)  LOSS-RATIO DEFINED.—In  paragraph
15 (1)(C), a “loss-ratio” is the ratio of the premium re-
16 turned to the consumer in payout relative to the
17 total premium collected.

18 (e) LOSS OF STATE CERTIFICATION FOR REGIONAL

19 ALLIANCE HEALTH PrLANS FAILING TO MEET STAND-

20 ARDS.

A State may not certify a regional alliance health
21 plan that offers a cost sharing policy unless the plan and
22 the policy meet the standards described in this section.
23 (f) SPECIAL RULES FOR FEHBP SUPPLEMENTAL

24 PranNs.—Subsection (a) shall not apply to an FEHBP
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I supplemental plan described in section 8203(f)(1), but

2 only if the plan meets the following requirements:

3

O o0 9 N »n A~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(1) The plan must be offered to all individuals
to whom such a plan is required to be offered under
section 8203.

(2) The plan must offer each such individual a
choice of a policy that provides standard coverage
and a policy that provides maximum coverage (in ac-
cordance with standards established by the Board
under subsection (a)(3)).

(3) The plan is offered only during the annual
open enrollment period for regional alliance health
plans (described in section 1323(d)(1)).

(4)(A) The price of the plan shall include an
amount, established in accordance with rules estab-
lished by the Board in consultation with the Office
of Personnel Management, that takes into account
any expected increase in utilization of the items and
services in the comprehensive benefit package result-
ing from the purchase of the plan by individuals en-
rolled in a regional alliance health plan.

(B) The plan provides for payment, in a man-
ner specified by the Board in the case of an indi-
vidual enrolled in the plan and in a regional alliance

health plan, to the regional alliance health plan of
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an amount equivalent to the additional amount de-

seribed in subparagraph (A).

PART 3—REQUIREMENTS RELATING TO

ESSENTIAL COMMUNITY PROVIDERS
SEC. 1431. HEALTH PLAN REQUIREMENT.

(a) IN GENERAL.—Subject to section 1432, each
health plan shall, with respect to each electing essential
community provider (as defined in subsection (d), other
than a provider of school health services) located within
the plan’s service area, either—

(1) enter into a written provider participation
agreement (described in subsection (b)) with the
provider, or

(2) enter into a written agreement under which
the plan shall make payment to the provider in ac-
cordance with subsection (¢).

(b) PARTICIPATION AGREEMENT.—A participation
agreement between a health plan and an electing essential
community provider under this subsection shall provide
that the health plan agrees to treat the provider in accord-
ance with terms and conditions at least as favorable as
those that are applicable to other providers participating
in the health plan with respect to each of the following:

(1) The scope of services for which payment is

made by the plan to the provider.
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(2) The rate of payment for covered care and
services.

(3) The availability of financial incentives to
participating providers.

(4) Limitations on financial risk provided to
other participating providers.

(5) Assignment of enrollees to participating
providers.

(6) Access by the provider’s patients to pro-
viders in medical specialties or subspecialties partici-
pating in the plan.

(¢) PAYMENTS FOR PROVIDERS WITHOUT PARTICI-
PATION AGREEMENTS.—

(1) IN GENERAL.—Payment in accordance with
this subsection 1s payment based, as elected by the
electing essential community provider, either—

(A) on the fee schedule developed by the
applicable regional alliance (or the State) under
section 1322(¢), or

(B) on payment methodologies and rates
used under the applicable Medicare payment
methodology and rates (or the most closely ap-
plicable methodology under such program as
the Secretary of IHealth and Human Services

specifies in regulations).
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(2) NO APPLICATION OF GATE-KEEPER LIMITA-

TIONS.—Payment in accordance with this subsection
may be subject to utilization review, but may not be
subject to otherwise applicable gate-keeper require-
ments under the plan.

(d) ELECTION.—

(1) IN GENERAL.—In this part, the term “‘elect-
ing essential community provider” means, with re-
spect to a health plan, an essential community pro-
vider that elects this subpart to apply to the health
plan.

(2) FORM OF ELECTION.—An election under
this subsection shall be made in a form and manner
specified by the Secretary, and shall include notice
to the health plan involved. Such an election may be
made annually with respect to a health plan, except
that the plan and provider may agree to make such
an election on a more frequent basis.

(¢) SPECIAL RULE FOR PROVIDERS OF SCHOOL

HeALTH SERVICES.—A health plan shall pay, to each pro-
vider of school health services located in the plan’s service
area an amount determined by the Secretary for such

services furnished to enrollees of the plan.
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SEC. 1432. SUNSET OF REQUIREMENT.

(a) IN GENERAL.—Subject to subsection (d), the re-
quirement of section 1431 shall only apply to health plans
offered by a health alliance during the 5-year period begin-
ning with the first year in which any health plan is offered
by the alliance.

(b) STUDIES.

In order to prepare recommendations
under subsection (¢), the Secretary shall conduct studies
regarding essential community providers, including studies
that assess—

(1) the definition of essential community pro-
vider,

(2) the sufficiency of the funding levels for pro-
viders, for both covered and wuncovered benefits
under this Act,

(3) the effects of contracting requirements re-
lating to such providers on such providers, health
plans, and enrollees,

(4) the impact of the payment rules for such
providers, and

(5) the impact of national health reform on

such providers.

The Sec-

(¢) RECOMMENDATIONS TO CONGRESS.
retary shall submit to Congress, by not later than March
1, 2001, specific recommendations respecting whether,

and to what extent, section 1431 should continue to apply
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to some or all essential community providers. Such rec-
ommendations may include a description of the particular
types of such providers and circumstances under which
such section should continue to apply.
(d) CONGRESSIONAL CONSIDERATION.—

(1) IN GENERAL.—Recommendations submitted
under subsection (¢) shall apply under this part (and
may supersede the provisions of subsection (a)) un-
less a joint resolution (described in paragraph (2))
disapproving such recommendations is enacted, in
accordance with the provisions of paragraph (3), be-
fore the end of the 60-day period beginning on the
date on which such recommendations were sub-
mitted. For purposes of applying the preceding sen-
tence and paragraphs (2) and (3), the days on which
either House of Congress is not in session because
of an adjournment of more than three days to a day
certain shall be excluded in the computation of a pe-
riod.

(2) JOINT RESOLUTION OF DISAPPROVAL.—A
joint resolution described in this paragraph means
only a joint resolution which is introduced within the
10-day period beginning on the date on which the
Secretary submits recommendations under sub-

section (¢) and—
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(A) which does not have a preamble;

(B) the matter after the resolving clause of
which is as follows: “That Congress disapproves
the recommendations of the Secretary of Iealth
and Human Services concerning the continued
application of certain essential community pro-
vider requirements under section 1431 of the
Health Security Act, as submitted by the Sec-

2

retary on .7, the blank space

being filled in with the appropriate date; and
(C) the title of which 1s as follows: “Joint
resolution disapproving recommendations of the
Secretary of Health and Human Services con-
cerning the continued application of certain es-
sential community provider requirements under
section 1431 of the Health Security Act, as
submitted by the Secretary on

.7, the blank space being filled

in with the appropriate date.

(3) PROCEDURES FOR CONSIDERATION OF RES-

OLUTION OF DISAPPROVAL.—Subject to paragraph
(4), the provisions of section 2908 (other than sub-
section (a)) of the Defense Base Closure and Re-
alignment Act of 1990 shall apply to the consider-

ation of a joint resolution described in paragraph (2)
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in the same manner as such provisions apply to a
joint resolution described in section 2908(a) of such
Act.
(4) SPECIAL RULES.—For purposes of applying
paragraph (3) with respect to such provisions—
(A) any reference to the Committee on
Armed Services of the House of Representatives
shall be deemed a reference to an appropriate
Committee of the House of Representatives
(specified by the Speaker of the House of Rep-
resentatives at the time of submission of rec-
ommendations under subsection (¢)) and any
reference to the Committee on Armed Services
of the Senate shall be deemed a reference to an
appropriate Committee of the Senate (specified
by the Majority Leader of the Senate at the
time of submission of recommendations under
subsection (¢)); and
(B) any reference to the date on which the
President transmits a report shall be deemed a
reference to the date on which the Secretary

submits recommendations under subsection (c¢).
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PART 4—REQUIREMENTS RELATING TO WORK-

ERS’ COMPENSATION AND AUTOMOBILE

MEDICAL LIABILITY COVERAGE
SEC. 1441. REFERENCE TO REQUIREMENTS RELATING TO

WORKERS COMPENSATION SERVICES.

Each health plan shall meet the applicable require-
ments of part 2 of subtitle A of title X (relating to provi-
sion of workers compensation services to enrollees).

SEC. 1442. REFERENCE TO REQUIREMENTS RELATING TO
AUTOMOBILE MEDICAL LIABILITY SERVICES.

Each health plan shall meet the applicable require-
ments of part 2 of subtitle B of title X (relating to provi-
sion of automobile medical liability services to enrollees).

Subtitle F—Federal
Responsibilities
PART 1—NATIONAL HEALTH BOARD
Subpart A—Establishment of National Health Board
SEC. 1501. CREATION OF NATIONAL HEALTH BOARD; MEM-
BERSHIP.

(a) IN GENERAL.—There is hereby created in the Ex-
ecutive Branch a National Health Board.

(b) CoMPOSITION.—The Board is composed of 7
members appointed by the President, by and with the ad-
vice and consent of the Senate.

(¢) CHHAIR.—The President shall designate one of the

members as chair. The chair serves a term concurrent
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I with that of the President. The chair may serve a max-

2 1mum of 3 terms. The chair shall serve as the chief execu-

3
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tive officer of the Board.

(d) TERMS.

(1) IN GENERAL.—Except as provided in para-
oraphs (2) and (4), the term of each member of the
Board, except the chair, is 4 years and begins when
the term of the predecessor of that member ends.

(2) INITIAL TERMS.—The initial terms of the

members of the Board (other than the chair) first
taking office after the date of the enactment of this
Act, shall expire as designated by the President, two
at the end of one year, two at the end of two years,
and two at the end of three years.

(3) REAPPOINTMENT.—A member (other than
the chair) may be reappointed for one additional
term.

(4) CONTINUATION IN OFFICE.—Upon the expi-
ration of a term of office, a member shall continue
to serve until a successor is appointed and qualified.

() VACANCIES.

(1) IN GENERAL.—Whenever a vacancy shall
occeur, other than by expiration of term, a successor
shall be appointed by the President, by and with the

consent of the Senate, to fill such vacancy, and is
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appointed for the remainder of the term of the pred-
eeessor.

(2) NO IMPAIRMENT OF FUNCTION.—A vacancy
in the membership of the Board does not impair the
authority of the remaining members to exercise all
of the powers of the Board.

(3) AcTING CHHAIR.—The Board may designate
a Member to act as chair during any period in which
there 1s no chair designated by the President.

(f) MEETINGS; QUORUM.—

(1) MEETINGS.—At meetings of the Board the
chair shall preside, and in the absence of the chair,
the Board shall elect a member to act as chair pro
tempore.

(2) QUORUM.—Four members of the Board
shall constitute a quorum thereof.

SEC. 1502. QUALIFICATIONS OF BOARD MEMBERS.

(a) CrrizENsHIP.—Each member of the Board shall
be a citizen of the United States.

(b) BASIS OF SELECTION.—Board members will be
selected on the basis of their experience and expertise in
relevant subjects, including the practice of medicine, nurs-
ing, or other clinical practices, health care financing and
delivery, state health systems, consumer protection, busi-

ness, law, and delivery of care to vulnerable populations.
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(¢) EXCLUSIVE EMPLOYMENT.—During the term of
appointment, Board members shall serve as employees of
the Federal Government and shall hold no other employ-
ment.

(d) PROMIBITION OF CONFLICT OF INTEREST.—A
member of the Board may not have a pecuniary interest
in or hold an official relation to any health care plan,
health care provider, insurance company, pharmaceutical
company, medical equipment company, or other affected
industry. Before entering upon the duties as a member
of the Board, the member shall certify under oath compli-
ance with this requirement.

(e) POST-EMPLOYMENT RESTRICTIONS.—After leav-
ing the Board, former members are subject to post-em-
ployment restrictions applicable to comparable Federal

employees.

(f) COMPENSATION OF BOARD MEMBERS.—Each
member of the Board (other than the chair) shall receive
an annual salary at the annual rate payable from time
to time for level IV of the Executive Schedule. The chair
of the Board, during the period of service as chair, shall
receive an annual salary at the annual rate payable from
time to time for level 111 of the Executive Schedule.

SEC. 1503. GENERAL DUTIES AND RESPONSIBILITIES.

(a) COMPREHENSIVE BENEFIT PACKAGE.—
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(1) INTERPRETATION.—The Board shall inter-
pret the comprehensive benefit package, adjust the
delivery of preventive services under section 1153,
and take such steps as may be necessary to assure
that the comprehensive benefit package is available
on a uniform national basis to all eligible individuals.

(2) RECOMMENDATIONS.—The Board may rec-
ommend to the President and the Congress appro-
priate revisions to such package. Such recommenda-
tions may reflect changes in technology, health care
needs, health care costs, and methods of service de-
livery.

(b) ADMINISTRATION OF COST CONTAINMENT PRO-

VISIONS.—The Board shall oversee the cost containment
requirements of subtitle A of title VI and certify compli-
ance with such requirements.

The Board shall de-

(¢) COVERAGE AND FAMILIES.
velop and implement standards relating to the eligibility
of individuals for coverage in applicable health plans under
subtitle A of title I and may provide such additional excep-
tions and special rules relating to the treatment of family
members under section 1012 as the Board finds appro-
priate.

(d) QUALITY MANAGEMENT AND IMPROVEMENT.—

The Board shall establish and have ultimate responsibility
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for a performance-based system of quality management
and improvement as required by section 5001.

(e¢) INFORMATION STANDARDS.—The Board shall de-

velop and implement standards to establish national
health information system to measure quality as required
by section 5101.
(f) PARTICIPATING STATE REQUIREMENTS.—Con-
sistent with the provisions of subtitle C, the Board shall—
(1) establish requirements for participating
States,
(2) momitor State compliance with those re-
quirements,
(3) provide technical assistance, and
in a manner that ensures access to the comprehensive ben-

efit package for all eligible individuals.

() DEVELOPMENT OF PREMIUM CLASS FACTORS.
The Board shall establish premium class factors under
subpart D of this part.

(h) DEVELOPMENT OF RISK-ADJUSTMENT METHOD-
0LOGY.—The Board shall develop a methodology for the
risk-adjustment of premium payments to regional alliance
health plans in accordance with subpart E of this part.

The Board shall es-

(1) FINANCIAL REQUIREMENTS.
tablish minimum capital requirements and requirements

for guaranty funds under subpart F' of this part.
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() STANDARDS FOR HEALTH PLAN GRIEVANCE

PROCEDURES.—The Board shall establish standards for

health plan grievance procedures that are used by enroll-
ees in pursuing complaints.
SEC. 1504. ANNUAL REPORT.

(a) IN GENERAL.—The Board shall prepare and send
to the President and Congress an annual report address-
ing the overall implementation of the new health care sys-
tem.

(b) MATTERS TO BE INCLUDED.—The Board shall
include in each annual report under this section the fol-
lowing:

(1) Information on FKFederal and State imple-
mentation.

(2) Data related to quality improvement.

(3) Recommendations or changes in the admin-
istration, regulation and laws related to health care
and coverage.

(4) A full account of all actions taken during
the previous year.

SEC. 1505. POWERS.

(a) STAFF; CONTRACT AUTHORITY.—The Board
shall have authority, subject to the provisions of the civil-
service laws and chapter 51 and subchapter III of chapter

53 of title 5, United States Code, to appoint such officers
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and employees as are necessary to carry out its functions.
To the extent provided in advance in appropriations Acts,
the Board may contract with any person (including an
agency of the Federal Government) for studies and anal-
ysis as required to execute its functions. Any employee of
the Executive Branch may be detailed to the Board to as-
sist the Board in carrying out its duties.

(b) ESTABLISHMENT OF ADVISORY COMMITTEES.

The Board may establish advisory committees.

(¢) ACCESS TO INFORMATION.—The Board may se-
cure directly from any department or agency of the United
States information necessary to enable it to carry out its
functions, to the extent such information is otherwise
available to a department or agency of the United States.
Upon request of the chair, the head of that department
or agency shall furnish that information to the Board.

(d) DELEGATION OF AUTHORITY.—Except as other-
wise provided in this Act, the Board may delegate any
function to such officers and employees as the Board may
designate and may authorize such successive redelegations
of such functions with the Board as the Board deems to
be necessary or appropriate. No delegation of functions
by the Board shall relieve the Board of responsibility for

the administration of such functions.
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(e) RULEMAKING.—The National Health Board 1s
authorized to establish such rules as may be necessary to
carry out this Act.

SEC. 1506. FUNDING.

(a) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated to the Board such sums
as may be necessary for fiscal years 1994, 1995, 1996,
1997, and 1998.

(b) SUBMISSION OF BUDGET.—Under the procedures
of chapter 11 of title 31, United States Code, the budget
for the Board for a fiscal year shall be reviewed by the
Director of the Office of Management and Budget and
submitted to the Congress as part of the President’s sub-
mission of the Budget of the United States for the fiscal
year.

Subpart B—Responsibilities Relating to Review and
Approval of State Systems
SEC. 1511. FEDERAL REVIEW AND ACTION ON STATE SYS-
TEMS.

(a) APPROVAL OF STATE SYSTEMS BY NATIONAL
BOARD.—

(1) IN GENERAL.—The National Health Board
shall approve a State health care system for which

a document 1s submitted under section 1200(b) un-

less the Board finds that the system (as set forth in
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the document) does not (or will not) provide for the
State meeting the responsibilities for participating
States under this Act.

(2) REGULATIONS.—The Board shall issue reg-
ulations, not later than July 1, 1995, prescribing the
requirements for State health care systems under
parts 2 and 3 of subtitle C, except that in the case
of a document submitted under section 1200(b) be-
fore the date of issuance of such regulations, the
Board shall take action on such document notwith-
standing the fact that such regulations have not
been issued.

(3) NO APPROVAL PERMITTED FOR YEARS
PRIOR TO 1996.—The Board may not approve a
State health care system under this subpart for any
year prior to 1996.

(b) REVIEW OF COMPLETENESS OF DOCUMENTS.

(1) IN GENERAL.—If a State submits a docu-
ment under subsection (a)(1), the Board shall notify
the State, not later than 7 working days after the
date of submission, whether or not the document is
complete and provides the Board with sufficient in-
formation to approve or disapprove the document.

(2) ADDITIONAL INFORMATION ON INCOMPLETE

DOCUMENT.—If the Board notifies a State that the
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State’s document is not complete, the State shall be
provided such additional period (not to exceed 45
days) as the Board may by regulation establish in
which to submit such additional information as the
Board may require. Not later than 7 working days
after the State submits the additional information,
the Board shall notify the State respecting the com-
pleteness of the document.

(¢) ACTION ON COMPLETED DOCUMENTS.

(1) IN GENERAL.—The Board shall make a de-
termination (and notify the State) on whether the
State’s document provides for implementation of a
State system that meets the applicable requirements
of subtitle C—

(A) in the case of a State that did not re-
quire the additional period described in sub-
section (b)(2) to file a complete document, not
later than 90 days after notifying a State under
subsection (b) that the State’s document is
complete, or

(B) in the case of a State that required the
additional period described in subsection (b)(2)
to file a complete document, not later than 90
days after notifying a State under subsection

(b) that the State’s document is complete.
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(2) PLANS DEEMED APPROVED.—If the Board
does not meet the applicable deadline for making a
determination and providing notice under paragraph
(1) with respect to a State’s document, the Board
shall be deemed to have approved the State’s docu-
ment for purposes of this Act.

(d) OPPORTUNITY TO RESPOND TO REJECTED DOC-

UMENT.—

(1) IN GENERAL.—If (within the applicable
deadline under subsection (¢)(1)) the Board notifies
a State that its document does not provide for im-
plementation of a State system that meets the appli-
cable requirements of subtitle C, the Board shall
provide the State with a period of 30 days in which
to submit such additional information and assur-
ances as the Board may require.

(2) DEADLINE FOR RESPONSE.—Not later than
30 days after receiving such additional information
and assurances, the Board shall make a determina-
tion (and notify the State) on whether the State’s
document provides for implementation of a State
system that meets the applicable requirements of
subtitle C.

(3) PLAN DEEMED APPROVED.—If the Board

does not meet the deadline established under para-
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eraph (2) with respect to a State, the Board shall

be deemed to have approved the State’s document
for purposes of this Act.
(e) APPROVAL OF PREVIOUSLY TERMINATED

STATES.

If the Board has approved a State system
under this part for a year but subsequently terminated
the approval of the system under section 1512(b)(2), the
Board shall approve the system for a succeeding year if
the State—

(1) demonstrates to the satisfaction of the
Board that the failure that formed the basis for the
termination no longer exists, and

(2) provides reasonable assurances that the
types of actions (or inactions) which formed the
basis for such termination will not recur.

(f) REVISIONS TO STATE SYSTEM.—

(1) SUBMISSION.—A State may revise a system
approved for a year under this section, except that
such revision shall not take effect unless the State
has submitted to the Board a document describing
such revision and the Board has approved such revi-

sion.

(2) ACTIONS ON AMENDMENTS.—Not later than
60 days after a document is submitted under para-

oraph (1), the Board shall make a determination
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(and notify the State) on whether the implementa-
tion of the State system, as proposed to be revised,
meets the applicable requirements of subtitle C. If
the Board fails to meet the requirement of the pre-
ceding sentence, the Board shall be deemed to have
approved the implementation of the State system as
proposed to be revised.

(3) REJECTION OF AMENDMENTS.—Subsection

(d) shall apply to an amendment submitted under
this subsection in the same manner as it applies to
a completed document submitted under subsection
(b).

() NOTIFICATION OF NON-PARTICIPATING

STATES.—If a State fails to submit a document for a

State system by the deadline referred to in section 1200,
or such a document is not approved under subsection (¢),
the Board shall immediately notify the Secretary of Health
and Human Services of the State’s failure for purposes
of applying subpart C in that State.
SEC. 1512. FAILURE OF PARTICIPATING STATES TO MEET
CONDITIONS FOR COMPLIANCE.

(a) IN GENERAL.—In the case of a participating

State, if the Board determines that the operation of the

State system under subtitle C fails to meet the applicable
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requirements of this Act, sanctions shall apply against the
State in accordance with subsection (b).

(b) TYPE OF SANCTION APPLICABLE.—The sanctions
applicable under this part are as follows:

(1) If the Board determines that the State’s

failure does not substantially jeopardize the ability

of eligible individuals in the State to obtain coverage

for the comprehensive benefit package—

(A) the Board may order a regional alli-
ance in the State to comply with applicable re-
quirements of this Act and take such additional
measures to assure compliance with such re-
quirements as the Board may impose, if the
Board determines that the State’s failure re-
lates to a requirement applicable to a regional
alliance in the State, or

(B) if the Board does not take the action
described in subparagraph (A) (or if the Board
takes the action and determines that the action
has not remedied the violation that led to the
imposition of the sanction), the Board shall no-
tify the Secretary of Health and Human Serv-
ices, who shall reduce payments with respect to

the State in accordance with section 1513.
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(2) If the Board determines that the failure

substantially jeopardizes the ability of eligible indi-
viduals in the State to obtain coverage for the com-
prehensive benefit package—

(A) the Board shall terminate its approval
of the State system; and

(B) the Board shall notify the Secretary of
Health and Human Services, who shall assume
the responsibilities described in section 1522.

(¢) TERMINATION OF SANCTION.—

(1) COMPLIANCE BY STATE.—A State against
which a sanction is imposed may submit information
at any time to the Board to demonstrate that the
failure that led to the imposition of the sanction has
been corrected.

(2) TERMINATION OF SANCTION.—If the Board
determines that the failure that led to the imposition
of a sanction has been corrected—

(A) in the case of the sanction described in
subsection (b)(1)(A), the Board shall notify the
regional alliance against which the sanction is
imposed; or

(B) in the case of any other sanction de-
seribed in subsection (b), the Board shall notify

the Secretary of Health and Human Services.
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(d) PROTECTION OF ACCESS TO BENEFITS.—The
Board and the Secretary of Health and Human Services
shall exercise authority to take actions under this section
with respect to a State only in a manner that assures the
continuous coverage of eligible individuals under regional

alliance health plans.
SEC. 1513. REDUCTION IN PAYMENTS FOR HEALTH PRO-
GRAMS BY SECRETARY OF HEALTH AND

HUMAN SERVICES.

(a) IN GENERAL.—Upon receiving notice from the
Board under section 1512(b)(1)(B), the Secretary of
Health and Human Services shall reduce the amount of
any of the payments described in subsection (b) that would
otherwise be made to individuals and entities in the State
by such amount as the Secretary determines to be appro-
priate.
(b) PAYMENTS DESCRIBED.—The payments de-
scribed in this subsection are as follows:
(1) Payments to academic health centers in the
State under subtitle B of title III.
(2) Payments to individuals and entities in the
State for health research activities under section 301

and title IV of the Public Health Service Act.

*S 1775 PCS



O o0 9 AN U Bk~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

273

(3) Payments to hospitals in the State under
part 4 of subtitle E of title III (relating to payments
to hospitals serving vulnerable populations).

SEC. 1514. REVIEW OF FEDERAL DETERMINATIONS.

Any State or alliance affected by a determination by
the Board under this subpart may appeal such determina-
tion in accordance with section 5231.

SEC. 1515. FEDERAL SUPPORT FOR STATE IMPLEMENTA-
TION.

(a) PLANNING GRANTS.—

(1) IN GENERAL.—Not later than 90 days after
the date of the enactment of this Act, the Secretary
shall make available to each State a planning grant
to assist a State in the development of a health care
system to become a participating State under sub-
title C.

(2) FormurA.—The Secretary shall establish a
formula for the distribution of funds made available

under this subsection.

(3) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be  appropriated
$50,000,000 in each of fiscal years 1995 and 1996
for grants under this subsection.

(b) GRANTS FOR START-UP SUPPORT.—
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1 (1) IN GENERAL.—The Secretary shall make
2 available to States, upon their enacting enabling leg-
3 islation to become participating States, grants to as-
4 sist in the establishment of regional alliances.
5 (2) FormurA.—The Secretary shall establish a
6 formula for the distribution of funds made available
7 under this subsection.
8 (3) STATE MATCHING FUNDS REQUIRED.—
9 Funds are payable to a State under this subsection
10 only if the State provides assurances, satisfactory to
11 the Secretary, that amounts of State funds (at least
12 equal to the amount made available under this sub-
13 section) are expended for the purposes described in
14 paragraph (1).
15 (4) AUTHORIZATION OF APPROPRIATIONS.
16 There are authorized to be appropriated
17 $313,000,000 for fiscal year 1996, $625,000,000 for
18 fiscal year 1997, and $313,000,000 for fiscal year
19 1998 for grants under this subsection.
20 Subpart C—Responsibilities in Absence of State
21 Systems
22 SEC. 1521. APPLICATION OF SUBPART.

23 (a) INITIAL APPLICATION.—This subpart shall apply

24 with respect to a State as of January 1, 1998, unless—
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(1) the State submits a document for a State
system under section 1511(a)(1) by July 1, 1997,
and
(2) the Board determines under section 1511

that such system meets the requirements of part 1

of subtitle C.

(b) TERMINATION OF APPROVAL OF SYSTEM OF PAR-
TICIPATING STATE.—In the case of a participating State
for which the Board terminates approval of the State sys-
tem under section 1512(b)(2), this subpart shall apply
with respect to the State as of such date as is appropriate
to assure the continuity of coverage for the comprehensive
benefit package for eligible individuals in the State.

SEC. 1522. FEDERAL ASSUMPTION OF RESPONSIBILITIES IN
NON-PARTICIPATING STATES.

(a) NOoTICE.—When the Board determines that this
subpart will apply to a State for a calendar year, the
Board shall notify the Secretary of Iealth and Human
Services.

(b) ESTABLISHMENT OF REGIONAL ALLIANCE SYS-
TEM.—Upon receiving notice under subsection (a), the
Secretary shall take such steps, including the establish-
ment of regional alliances, and compliance with other re-
quirements applicable to participating States under sub-

title C, as are necessary to ensure that the comprehensive
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benefit package is provided to eligible individuals in the

State during the year.

(¢) REQUIREMENTS FOR ALLIANCES.—Subject to
section 1523, any regional alliance established by the Sec-
retary pursuant to this section must meet all the require-
ments applicable under subtitle D to a regional alliance
established and operated by a participating State, and the
Secretary shall have the authority to fulfill all the func-
tions of such an alliance.
(d) ESTABLISHMENT OF GUARANTY FUND.—

(1) ESTABLISHMENT.—The Secretary must en-
sure that there is a guaranty fund that meets the re-
quirements established by the Board under section
1552, in order to provide financial protection to
health care providers and others in the case of a fail-
ure of a regional alliance health plan under a re-
oional alliance established and operated by the Sec-
retary under this section.

(2) ASSESSMENTS TO PROVIDE GUARANTY

FUNDS.—In the case of a failure of one or more re-
eional alliance health plans under a regional alliance
established and operated by the Secretary under this
section, the Secretary may require each regional alli-

ance health plan under the alliance to pay an assess-

ment to the Secretary in an amount not to exceed
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2 percent of the premiums of such plans paid by or
on behalf of regional alliance eligible individuals dur-
ing a year for so long as necessary to generate suffi-
cient revenue to cover any outstanding claims
against the failed plan.
SEC. 1523. IMPOSITION OF SURCHARGE ON PREMIUMS
UNDER FEDERALLY-OPERATED SYSTEM.

(a) IN GENERAL.—If this subpart applies to a State
for a calendar year, the premiums charged under the re-
oional alliance established and operated by the Secretary
in the State shall be equal to premiums that would other-
wise be charged under a regional alliance established and
operated by the State, increased by 15 percent. Such 15
percent increase shall be used to reimburse the Secretary
for any administrative or other expenses incurred as a re-
sult of establishing and operating the system.

(b) TREATMENT OF SURCHARGE AS PART OF PRE-
MIUM.—For purposes of determining the compliance of a
State for which this subpart applies in a year with the
requirements for budgeting under subtitle A of title VI
for the year, the 15 percent increase described in sub-
section (a) shall be treated as part of the premium for

payment to a regional alliance.
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SEC. 1524. RETURN TO STATE OPERATION.

(a) APPLICATION PROCESS.—After the establishment
and operation of an alliance system by the Secretary in
a State under section 1522, the State may at any time
apply to the Board for the approval of a State system in
accordance with the procedures described in section 1511.

(b) TiMING.—If the Board approves the system of a
State for which the Secretary has operated an alliance sys-
tem during a year, the Secretary shall terminate the oper-
ation of the system, and the State shall establish and oper-
ate its approved system, as of January 1 of the first year
beginning after the Board approves the State system. The
termination of the Secretary’s system and the operation
of the State’s system shall be conducted in a manner that
assures the continuous coverage of eligible individuals in
the State under regional alliance health plans.

Subpart D—Establishment of Class Factors for
Charging Premiums
SEC. 1531. PREMIUM CLASS FACTORS.

(a) IN GENERAL.—For each class of family enroll-
ment (as specified in section 1011(¢)), for purposes of title
VI, the Board shall establish a premium class factor that
reflects, subject to subsection (b), the relative actuarial
value of the comprehensive benefit package of the class
of family enrollment compared to such value of such pack-

age for individual enrollment.
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(b) CoNDITIONS.—In establishing such factors, the

factor for the class of individual enrollment shall be 1 and
the factor for the couple-only class of family enrollment

shall be 2.

Subpart E—Risk Adjustment and Reinsurance

Methodology for Payment of Plans

SEC. 1541. DEVELOPMENT OF A RISK ADJUSTMENT AND RE-

INSURANCE METHODOLOGY.
(a) DEVELOPMENT.—
(1) INITIAL DEVELOPMENT.—Not later than
April 1, 1995, the Board shall develop a risk adjust-
ment and reinsurance methodology in accordance

with this subpart.

(2) IMPROVEMENTS.—The Board shall make
such 1mprovements in such methodology as may be
appropriate to achieve the purposes described in sub-
section (b)(1).

(b) METHODOLOGY.—

(1) PurrOSES.—Such methodology shall pro-
vide for the adjustment of payments to regional alli-
ance health plans for the purposes of—

(A) assuring that payments to such plans
reflect the expected relative utilization and ex-
penditures for such services by each plan’s en-

rollees compared to the average utilization and
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expenditures for regional alliance eligible indi-
viduals, and

(B) protecting health plans that enroll a
disproportionate share of regional alliance eligi-
ble individuals with respect to whom expected
utilization of health care services (included in
the comprehensive benefit package) and ex-
pected health care expenditures for such serv-
ices are greater than the average level of such
utilization and expenditures for regional alliance
eligible individuals.

(2) FACTORS TO BE CONSIDERED.—In devel-

oping such methodology, the Board shall take into

account the following factors:

(A) Demographic characteristics.
(B) Health status.
(C) Geographic area of residence.
(D) Socio-economic status.
(E) Subject to paragraph (5), (i) the pro-
portion of enrollees who are SSI recipients and
(i1) the proportion of enrollees who are AFDC
recipients.

(') Any other factors determined by the
Board to be material to the purposes described

in paragraph (1).
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(3) ZERO SUM.—The methodology shall assure
that the total payments to health plans by the re-
olonal alliance after application of the methodology
are the same as the amount of payments that would
have been made without application of the method-
ology.

(4) PROSPECTIVE ADJUSTMENT OF PAY-

MENTS.—The methodology, to the extent possible

and except in the case of a mandatory reinsurance
system desceribed in subsection (¢), shall be applied
in a manner that provides for the prospective adjust-
ment of payments to health plans.

(5) TREATMENT OF SSI/AFDC ADJUSTMENT.—
The Board is not required to apply the factor de-
seribed in clause (i) or (ii) of paragraph (2)(E) if
the Board determines that the application of the
other risk adjustment factors described in paragraph
(2) is sufficient to adjust premiums to take into ac-
count the enrollment in plans of AFDC recipients
and SSI recipients.

(6) SPECIAL CONSIDERATION FOR MENTAL ILL-
NESS.—In developing the methodology under this
section, the Board shall give consideration to the
unique problems of adjusting payments to health

plans with respect to individuals with mental illness.
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(7) SPECIAL CONSIDERATION FOR VETERANS,

MILITARY, AND INDIAN HEALTH PLANS.—In devel-

oping the methodology under this section, the Board
shall give consideration to the special enrollment and
funding provisions relating to plans deseribed in sec-
tion 1004(b).

(8) ADJUSTMENT TO ACCOUNT FOR USE OF ES-

TIMATES.—Subject to section 1361(b)(3) (relating

to establishment of regional alliance reserve funds),
if the total payments made by a regional alliance to
all regional alliance health plans in a year under sec-
tion 1351(b) exceeds, or is less than, the total of
such payments estimated by the alliance in the ap-
plication of the methodology under this subsection,
because of a difference between—

(A) the alliance’s estimate of the distribu-
tion of enrolled families in different risk cat-
egories (assumed in the application of risk fac-
tors under this subsection in making payments
to regional alliance health plans), and

(B) the actual distribution of such enrolled
families in such categories,

the methodology under this subsection shall provide
for an adjustment in the application of such method-

ology in the second succeeding year in a manner
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that would reduce, or increase, respectively, by the
amount of such excess (or deficit) the total of such
payments made by the alliance to all such plans.
(¢) MANDATORY REINSURANCE.—

(1) IN GENERAL.—The methodology developed
under this section may include a system of manda-
tory reinsurance, but may not include a system of
voluntary reinsurance.

(2) REQUIREMENT IN CERTAIN CASES.—If the

Board determines that an adequate system of pro-
spective adjustment of payments to health plans to
account for the health status of individuals enrolled
by regional alliance health plans cannot be developed
(and ready for implementation) by the date specified
in subsection (a)(1), the Board shall include a man-
datory reinsurance system as a component of the
methodology. The Board may thereafter reduce or
eliminate such a system at such time as the Board
determines that an adequate prospective payment
adjustment for health status has been developed and
1s ready for implementation.

(3) REINSURANCE SYSTEM.—The Board, in de-
veloping the methodology for a mandatory reinsur-

ance system under this subsection, shall—
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(A) provide for health plans to make pay-
ments to state-established reinsurance programs
for the purpose of reinsuring part or all of the
health care expenses for items and services in-
cluded in the comprehensive benefit package for
specified classes of high-cost enrollees or speci-
fied high-cost treatments or diagnoses; and

(B) specify the manner of creation, struc-
ture, and operation of the system in each State,
including—

(1) the manner (which may be pro-
spective or retrospective) in which health
plans make payments to the system, and

(i1) the type and level of reinsurance
coverage provided by the system.

(d)  CONFIDENTIALITY OF INFORMATION.—The
methodology shall be developed in a manner consistent
with privacy standards promulgated under section
5120(a). In developing such standards, the Board shall
take into account any potential need of alliances for cer-
tain individually identifiable health information in order
to carry out risk-adjustment and reinsurance activities
under this Act, but only to the minimum extent necessary

to carry out such activities and with protections provided
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to minimize the identification of the individuals to whom
the information relates.
SEC. 1542, INCENTIVES TO ENROLL DISADVANTAGED
GROUPS.

The Board shall establish standards under which
States may provide (under section 1203(e)(3)) for an ad-
justment in the risk-adjustment methodology developed
under section 1541 in order to provide a financial incen-
tive for regional alliance health plans to enroll individuals
who are members of disadvantaged groups.

SEC. 1543. ADVISORY COMMITTEE.

(a) IN GENERAL.—The Board shall establish an advi-
sory committee to provide technical advice and rec-
ommendations regarding the development and modifica-
tion of the risk adjustment and reinsurance methodology
developed under this subpart.

(b) COMPOSITION.—Such advisory committee shall
consist of 15 individuals and shall include individuals who
are representative of health plans, regional alliances, con-
sumers, experts, employers, and health providers.

SEC. 1544. RESEARCH AND DEMONSTRATIONS.

The Secretary shall conduct and support research
and demonstration projects to develop and improve, on a
continuing basis, the risk adjustment and reinsurance

methodology under this subpart.
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SEC. 1545. TECHNICAL ASSISTANCE TO STATES AND ALLI-

ANCES.

The Board shall provide technical assistance to
States and regional alliances in implementing the method-
ology developed under this subpart.

Subpart F—Responsibilities for Financial
Requirements
SEC. 1551. CAPITAL STANDARDS FOR REGIONAL ALLIANCE
HEALTH PLAN.

(a) IN GENERAL.—The Board shall establish, in con-
sultation with the States, minimum capital requirements
for regional alliance health plans, for purposes of section
1204 (a).

(b) $500,000 MiNmMUM.—Subject to subsection (¢),
under such requirements there shall be not less than
$500,000 of capital maintained for each plan offered in
each alliance area, regardless of whether or not the same
sponsor offered more than one of such plans.

(¢) ADDITIONAL CAPITAL REQUIREMENTS.—The

Board may require additional capital for factors likely to
affect the financial stability of health plans, including the
following:
(1) Projected plan enrollment and number of
providers participating in the plan.

(2) Market share and strength of competition.
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(3) Extent and nature of risk-sharing with par-
ticipating providers and the financial stability of
risk-sharing providers.

(4) Prior performance of the plan, risk history,
and liquidity of assets.

(d) DEVELOPMENT OF STANDARDS BY NAIC.—The
Board may request the National Association of Insurance
Commissioners to develop model standards for the addi-
tional capital requirements described in subsection (¢) and
to present such standards to the Board not later than July
1, 1995. The Board may accept such standards as the
standards to be applied under subsection (¢) or modify the
standards in any manner it finds appropriate.

SEC. 1552. STANDARD FOR GUARANTY FUNDS.

(a) IN GENERAL.—In consultation with the States,
the Board shall establish standards for guaranty funds es-
tablished by States under section 1204(c).

(b) GUARANTY FUND STANDARDS.—The standards

established under subsection (a) for a guaranty fund shall
include the following:

(1) Each fund must have a method to generate
sufficient resources to pay health providers and oth-
ers in the case of a failure of a health plan (as de-
scribed in section 1204(d)(4)) in order to meet obli-

cations with respect to—
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(A) services rendered by the health plan
for the comprehensive benefit package, includ-

g any supplemental coverage for cost sharing

provided by the health plan, and

(B) services rendered prior to health plan
insolvency and services to patients after the in-
solvency but prior to their enrollment in other
health plans.

(2) The fund is liable for all claims against the
plan by health care providers with respect to their
provision of items and services covered under the
comprehensive benefit package to enrollees of the
failed plan. Such claims, in full, shall take priority
over all other claims. The fund also is liable, to the
extent and in the manner provided in accordance
with rules established by the Board, for other
claims, including other claims of such providers and
the claims of contractors, employees, governments,
or any other claimants.

(3) The fund stands as a creditor for any pay-
ments owed the plan to the extent of the payments
made by the fund for obligations of the plan.

(4) The fund has authority to borrow against

future  assessments  (payable under  section
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1204(¢)(2)) in order to meet the obligations of failed

plans participating in the fund.
PART 2—RESPONSIBILITIES OF DEPARTMENT OF
HEALTH AND HUMAN SERVICES
Subpart A—General Responsibilities
SEC. 1571. GENERAL RESPONSIBILITIES OF SECRETARY OF
HEALTH AND HUMAN SERVICES.

(a) IN GENERAL.—Except as otherwise specifically
provided under this Act (or with respect to administration
of provisions in the Internal Revenue Code of 1986 or in
the Employee Retirement Income Security Act of 1974),
the Secretary of Health and Human Services shall admin-
ister and implement all of the provisions of this Act, except
those duties delegated to the National Health Board, any
other executive agency, or to any State.

(b) FINANCIAL MANAGEMENT STANDARDS.—The

Secretary, in consultation with the Secretaries of Liabor
and the Treasury, shall establish, for purposes of section
1361, standards relating to the management of finances,
maintenance of records, accounting practices, auditing
procedures, and financial reporting for health alliances.
Such standards shall take into account current Federal
laws and regulations relating to fiduciary responsibilities

and financial management of funds.
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(¢) AUDITING REGIONAL ALLIANCE PERFORM-
ANCE.—The Secretary shall perform periodic financial and
other audits of regional alliances to assure that such alli-
ances are carrying out their responsibilities under this Act
consistent with this Act. Such audits shall include audits
of alliance performance in the arcas of—

(1) assuring enrollment of all regional alliance
eligible individuals in health plans,

(2) management of premium and cost sharing
discounts and reductions provided; and

(3) financial management of the alliance, in-
cluding allocation of collection shortfalls.

SEC. 1572. ADVISORY COUNCIL ON BREAKTHROUGH
DRUGS.

(a) IN GENERAL.—The Secretary shall appoint an
Advisory Council on Breakthrough Drugs (in this section
referred to as the “Counecil’”’) that will examine the reason-
ableness of launch prices of new drugs that represent a
breakthrough or significant advance over existing thera-

pies.

(b) DUTIES.—(1) At the request of the Secretary, or
a member of the Council, the Council shall make a deter-
mination regarding the reasonableness of launch prices of

a breakthrough drug. Such a determination shall be based

on—
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(A) prices of other drugs in the same thera-
peutic class;

(B) cost information supplied by the manufac-
turer;

(C) prices of the drug in countries specified in
section 802(b)(4)(A) of the Federal Food, Drug, and
Cosmetic Act;

(D) projected prescription volume, economies of
scale, product stability, special manufacturing re-
quirements and research costs;

(E) cost effectiveness relative to the cost of al-
ternative course of treatment options, including non-
pharmacological medical interventions; and

(F) improvements in quality of life offered by
the new product, including ability to return to work,
ability to perform activities of daily living, freedom
from attached medical devices, and other appro-
priate measurements of quality of life improvements.

(2) The Secretary shall review the determinations of

the Council and publish the results of such review along
with the Council’s determination (including minority opin-

lons) as a notice in the Federal Register.

(¢) MEMBERSHIP.—The Council shall consist of a

chair and 12 other persons, appointed without regard to

the provisions of title 5, United States Code, governing
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appointments in the competitive service. The Council shall
include a representative from the pharmaceutical industry,
consumer organizations, physician organizations, the hos-
pital industry, and the managed care industry. Other indi-
viduals appointed by the Secretary shall be recognized ex-
perts in the fields of health care economics, pharmacology,
pharmacy, and preseription drug reimbursement. Only one
member of the Council may have direct or indirect finan-

cial ties to the pharmaceutical industry.

(d) TERM OF APPOINTMENTS.—Appointments shall
be for a term of 3 years, except that the Secretary may
provide initially for such shorter terms as will ensure that
the terms of not more than 5 members expire in any one
vear.

(e) COMPENSATION.—Members of the Counecil shall
be entitled to receive reimbursement of expenses and per
diem in lieu of subsistence in the same manner as other
members of advisory councils appointed by the Secretary
are provided such reimbursements under the Social Secu-
rity Act.

(f) NOo TERMINATION.—Notwithstanding the provi-
sions of the Federal Advisory Committee Act, the Counecil

shall continue in existence until otherwise specified in law.
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Subpart B—Certification of Essential Community
Providers
SEC. 1581. CERTIFICATION.

(a) IN GENERAL.—For purposes of this Act, the Sec-
retary shall certify as an “essential community provider”
any health care provider or organization that—

(1) 1s within any of the categories of providers
and organizations specified in section 1582(a), or
(2) meets the standards for certification under

section 1583(a).

The

(b) TIMELY ESTABLISHIMENT OF PROCESS.
Secretary shall take such actions as may be necessary to
permit health care providers and organizations to be cer-
tified as essential community providers in a State before
the beginning of the first year for the State.

SEC. 1582. CATEGORIES OF PROVIDERS AUTOMATICALLY
CERTIFIED.
(a) IN GENERAL.—The categories of providers and

organizations specified in this subsection are as follows:

(1) MIGRANT IIEALTII CENTERS.—A recipient
or subrecipient of a grant under section 329 of the
Public Health Service Act.

(2) COMMUNITY HEALTH CENTERS.

A recipi-
ent or subrecipient of a grant under section 330 of

the Public Health Service Act.
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(3) HOMELESS PROGRAM PROVIDERS.—A re-
cipient or subrecipient of a grant under section 340
of the Public Health Service Act.

(4) PUBLIC HOUSING PROVIDERS.

A recipient
or subrecipient of a grant under section 340A of the
Public Health Service Act.

(5) FAMILY PLANNING CLINICS.—A recipient or
subrecipient of a grant under title X of the Public
Health Service Act.

(6) INDIAN HEALTH PROGRAMS.—A service unit
of the Indian Health Service, a tribal organization,
or an urban Indian program, as defined in the In-
dian Health Care Improvement Act.

(7) AIDS PROVIDERS UNDER RYAN WHITE
ACT.—A public or private nonprofit health care pro-
vider that is a recipient or subrecipient of a grant
under title XXVI of the Public Health Service Act.

(8) MATERNAL AND CHILD HEALTH PRO-
VIDERS.—A public or private nonprofit entity that
provides prenatal care, pediatric care, or ambulatory
services to children, including children with special
health care needs, and that receives funding for such

care or services under title V of the Social Security

Act.
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(9) FEDERALLY QUALIFIED HEALTH CENTER;
RURAL HEALTH CLINIC.—A  Federally-qualified
health center or a rural health chinic (as such terms
are defined in section 1861(aa) of the Social Secu-
rity Act).

(10) PROVIDER OF SCHOOL HEALTH SERV-

ICES.—A provider of school health services that re-

ceives funding for such services under subtitle G of

title III.

(11) COMMUNITY PRACTICE NETWORK.—A
qualified community practice network receiving de-
velopment funds under subtitle E of title III.

(b) SUBRECIPIENT DEFINED.—In this subpart, the
term ‘“‘subrecipient” means, with respect to a recipient of
a grant under a particular authority, an entity that—

(1) 1s receiving funding from such a grant
under a contract with the principal recipient of such
a grant, and

(2) meets the requirements established to be a
recipient of such a grant.

(¢) HEALTH PROFESSIONAL DEFINED.—In this sub-
part, the term “health professional’” means a physician,
nurse, nurse practitioner, certified nurse midwife, physi-
clan assistant, psychologist, dentist, pharmacist, and other

health care professional recognized by the Secretary.
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SEC. 1583. STANDARDS FOR ADDITIONAL PROVIDERS.

(a) STANDARDS.—The Secretary shall publish stand-
ards for the certification of additional categories of health
care providers and organizations as essential community
providers, including the categories described in subsection
(b). Such a health care provider or organization shall not
be certified unless the Secretary determines, under such
standards, that health plans operating in the area served
by the applicant would not otherwise be able to assure ade-
quate access to items and services included in the com-
prehensive benefit package if such a provider was not so
certified.

(b) CATEGORIES To BE INCLUDED.—The categories

desceribed 1n this subsection are as follows:

(1) HEALTII PROFESSIONALS.—IIealth profes-
sionals—
(A) located in an area designated as a
health professional shortage area (under section
332 of the Public Health Service Act), or
(B) providing a substantial amount of
health services (as determined in accordance
with standards established by the Secretary) to
a medically underserved population (as des-
ignated under section 330 of such Act).

(2) INSTITUTIONAL PROVIDERS.—Public and

private nonprofit hospitals and other institutional
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health care providers located in such an area or pro-
viding health services to such a population.
(3) OTHER PROVIDERS.—Other public and pri-
vate nonprofit agencies and organizations that—
(A) are located in such an area or pro-
viding health services to such a population, and
(B) provide health care and services essen-
tial to residents of such an area or such popu-
lations.
1584. CERTIFICATION PROCESS; REVIEW; TERMI-

NATION OF CERTIFICATIONS.

(a) CERTIFICATION PROCESS.

The Sec-

(1) PUBLICATION OF PROCEDURES.
retary shall publish, not later than 6 months after
the date of the enactment of this Act, the procedures
to be used by health care professionals, providers,
agencies, and organizations seeking certification
under this subpart, including the form and manner
in which an application for such certification is to be
made.

(2) TIMELY DETERMINATION.—The Secretary
shall make a determination upon such an application
not later than 60 days (or 15 days in the case of
a certification for an entity described in section

1582) after the date the complete application has
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been submitted. The determination on an application
for certification of an entity desceribed in section
1582 shall only involve the verification that the enti-

ty 1s an entity described in such section.

(b) REVIEW OF CERTIFICATIONS.—The Secretary
shall periodically review whether professionals, providers,
agencies, and organizations certified under this subpart

continue to meet the requirements for such certification.
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(¢) TERMINATION OR DENIAL OF CERTIFICATION.—

(1) PRELIMINARY FINDING.—If the Secretary
preliminarily finds that an entity seeking certifi-
cation under this section does not meet the require-
ments for such certification or such an entity cer-
tified under this subpart fails to continue to meet
the requirements for such certification, the Secretary
shall notify the entity of such prelimimary finding
and permit the entity an opportunity, under subtitle
C of title V, to rebut such findings.

(2) FINAL DETERMINATION.—If, after such op-
portunity, the Secretary continues to find that such
an entity continues to fail to meet such require-
ments, the Secretary shall terminate the certification
and shall notify the entity, regional alliances, and
corporate alliances of such termination and the ef-

fective date of the termination.

*S 1775 PCS



299
1 SEC. 1585. NOTIFICATION OF HEALTH ALLIANCES AND PAR-

TICIPATING STATES.
(a) IN GENERAL.—Not less often than annually the

Secretary shall notify each participating State and each

been certified under this subpart.

(b) CONTENTS.—Such notice shall include sufficient

2

3

4

5 health alliance of essential community providers that have
6

7

8 information to permit each health alliance to notify health
9

plans of the identity of each entity certified as an essential

10 community provider, including—

11 (1) the location of the provider within each
12 plan’s service area,

13 (2) the health services furnished by the pro-
14 vider, and

15 (3) other information necessary for health plans
16 to carry out part 3 of subtitle E.

17 PART 3—SPECIFIC RESPONSIBILITIES OF

18 SECRETARY OF LABOR.

19 SEC. 1591. RESPONSIBILITIES OF SECRETARY OF LABOR.

20 (a) IN GENERAL.—The Secretary of Labor is respon-
21 sible—

22 (1) under subtitle G, for the enforcement of re-
23 quirements applicable to employers under regional
24 alliances (including requirements relating to pay-
25 ment of premiums) and the administration of cor-
26 porate alliances;
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(2) under subtitle D, with respect to elections
by eligible sponsors to become corporate alliances
and the termination of such elections;

(3) under section 1395, for the temporary as-
sumption of the operation of self-insured corporate
alliance health plans that are insolvent;

(4) under section 1396, for the establishment
and administration of Corporate Alliance Health
Plan Insolvency Fund;

(5) for carrying out any other responsibilities
assigned to the Secretary under this Act; and

(6) for administering title I of the Employee
Retirement Income Security Act of 1974 as it re-
lates to group health plans maintained by corporate

alliances.

(b) AGREEMENTS WITIT STATES.—The Secretary of
Labor may enter into agreements with States in order to
enforce responsibilities of employers and corporate alli-
ances, and requirements of corporate alliance health plans,
under subtitle B of title I of the Employee Retirement In-
come Security Act of 1974.

(¢) CoNSULTATION WITHT BOARD.—In carrying out

activities under this Act with respect to corporate alli-

ances, corporate alliance health plans, and employers, the
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Secretary of Liabor shall consult with the National Health
Board.
(d) EMPLOYER-RELATED REQUIREMENTS.—
(1) IN GENERAL.—The Secretary of Labor, in
consultation with the Secretary, shall be responsible

for assuring that employers—

O o0 9 AN U B~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(A) make payments of any employer pre-
miums (and withhold and make payment of the
family share of premiums with respect to quali-
fying employees) as required under this Act, in-
cluding auditing of regional alliance collection
activities with respect to such payments,

(B) submit timely reports as required
under this Act, and

(C) otherwise comply with requirements
imposed on employers under this Act.

(2) AUDIT AND SIMILAR AUTHORITIES.—The

Secretary of Labor—

(A) may carry out such audits (directly or
through contract) and such investigations of
employers and health alliances,

(B) may exercise such authorities under
section 504 of Employee Retirement Income Se-
curity Act of 1974 (in relation to activities

under this Act),
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(C) may, with the permission of the Board,
provide (through contract or otherwise) for such
collection activities (in relation to amounts owed
to regional alliances and for the benefit of such
alliances), and
(D) may impose such civil penalties under
section 1345(d)(1),

as may be necessary to carry out such Secretary’s

responsibilities under this section.

(e) AuTHorITY.—The Secretary of Labor is author-
ized to issue such regulations as may be necessary to carry
out section 1607 and responsibilities of the Secretary
under this Act (including under title XI).

Subtitle G—Employer
Responsibilities
SEC. 1601. PAYMENT REQUIREMENT.

(a) IN GENERAL.—Each employer shall provide for
payments required under section 6121 or 6131 in accord-
ance with the applicable provisions of this Act.

In the

(b) EMPLOYERS IN SINGLE-PAYER STATES.
case of an employer with respect to employees who reside
in a single-payer State, the responsibilities of such em-
ployer under such system shall supersede the obligations
of the employer under subsection (a), except as the Board

may provide.
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(¢) EMPLOYERS PARTICIPATING IN REGIONAL ALLI-

ANCES THROUGH MULTIEMPLOYER PLANS.—In the case
of an employer participating in a multiemployer plan,
which plan elects to serve as a regional alliance employer
on behalf of its participating employers, the employer’s
payment obligation under section 6121 shall be deemed
satisfied if the employer pays to the multiemployer plan
at least the premium payment amount specified in section
6121(b) and the plan has assumed legal oblications of
such an employer under such section.
SEC. 1602. REQUIREMENT FOR INFORMATION REPORTING.
(a) REPORTING OF END-OF-YEAR INFORMATION TO
QUALIFYING EMPLOYEES.—

(1) IN GENERAL.—Each employer shall provide
to each individual who was a qualifying employee of
the employer during any month in the previous year
information described in paragraph (2) with respect
to the employee.

(2) INFORMATION TO BE SUPPLIED.—The in-
formation described in this paragraph, with respect
to a qualifying employee, is the following (as speci-
fied by the Secretary):

(A) REGIONAL ALLIANCE INFORMATION.—

With respect to each regional alliance through

which the idividual obtained health coverage:
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(1) The total number of months of
full-time equivalent employment (as deter-
mined under section 1901(b)(2)) for each
class of enrollment.

(i1) The amount of wages attributable
to qualified employment and the amount of
covered wages (as defined in paragraph
(4)).

(i11) The total amount deducted from
wages and paid for the family share of the
premium.

(iv) Such other information as the
Secretary of Liabor may specify.

(B)  CORPORATE ALLIANCE INFORMA-
TION.—With respect to a qualifying employee
who obtains coverage through a corporate alli-
ance health plan:

(1) The total number of months of
full-time equivalent employees (as deter-
mined under section 1901(b)(2)) for each
class of enrollment.

(i1) Such other information as the
Secretary of Liabor may specify.

(3) ALLIANCE SPECIFIC INFORMATION.—In the

case of a qualifying employee with respect to whom
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an employer made employer premium payments dur-
ing the year to more than one regional alliance, the
information under this subsection shall be reported
separately with respect to each such alliance.

(4) COVERED WAGES DEFINED.—In this sec-
tion, the term “‘covered wages”” means wages paid an
employee of an employer during a month in which
the employee was a qualifying employee of the em-
ployer.

(b) REPORTING OF INFORMATION FOR USE OF RE-

(1) IN GENERAL.—Each employer (including
corporate alliance employers) shall provide under
subsection (f) on behalf of each regional alliance in-
formation described in paragraph (2) on an annual
basis, information described in paragraph (3) on a
monthly basis, and information described in para-
oraph (4) on a one-time basis, with respect to the
employment of qualifying employees in each year,
month, or other time, respectively.

(2) INFORMATION TO BE SUPPLIED ON AN AN-

NUAL BASIS.—The information described in this

paragraph, with respect to an employer, is the fol-

lowing (as specified by the Secretary of Labor):
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(A) REGIONAL ALLIANCE INFORMATION.—

With respect to each regional alliance to which

employer premium payments were payable in

the year:

*S 1775 PCS

(i) For each qualifying employee in
the year—

(I) The total number of months
of full-time equivalent employment (as
determined under section 1901(b)(2))
for the employee for each class of en-
rollment.

(IT) The total amount deducted
from wages and paid for the family
share of the premium of the quali-
fying employee.

(11) The total employer premium pay-
ment made under section 6121 for the
year with respect to the employment of all
qualifying employees residing in the alli-
ance area and, in the case of an employer
that has obtained (or seeks to obtain) a
premium discount under section 6123, the
total employer premium payment that
would have been owed for such employ-

ment for the year but for such section.
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(111) The number of full-time equiva-
lent employees (determined under section
1901(b)(2)) for each class of family enroll-
ment in the year (and for each month in
the year in the case of an employer that
has obtained or is seeking a premium dis-
count under section 6123).

(iv) In the case of an employer to
which section 6124 applies in a year, such
additional information as the Secretary of
Labor may require for purposes of that
section.

(v) The amounts paid (and payable)
pursuant to section 6125.

(vi) The amount of covered wages for

each qualifying employee.

(A) IN GENERAL.—The information de-

sceribed in this paragraph for a month for an

employer is such information as the Secretary

of Liabor may specify regarding—

*S 1775 PCS
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vidual who changed qualifying employee
status with respect to the employer in the

month; and
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(11) in the case of such an individual
described in subparagraph (B)(1)—

(I) the regional alliance for the
alliance area in which the individual
resides, and

(IT) the individual’s class of fam-
ily enrollment.

(B) CHANGES IN QUALIFYING EMPLOYEE

STATUS DESCRIBED.—For purposes of subpara-

oraph (A), an individual is considered to have

changed qualifying employee status in a month
if the individual either (i) is a qualifying em-
ployee of the employer in the month and was
not a qualifying employee of the employer in
the previous month, or (ii) is not a qualifying
employee of the employer in the month but was

a qualifying employee of the employer in the

previous month.

(4) INITIAL INFORMATION.—Each employer, at
such time before the first year in which qualifying
employees of the employer are enrolled in regional
alliance health plans as the Board may specify, shall
provide for the reporting of such information relat-
ing to employment of eligible individuals as the

Board may specify.
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(¢) RECONCILIATION OF EMPLOYER PREMIUM PAY-

(1) PROVISION OF INFORMATION.—Each em-
ployer (whether or not the employer claimed (or
claims) an employer premium discount under section
6123 for a year) that is liable for employer premium
payments to a regional alliance for any month in a
year shall provide the alliance with such information
as the alliance may require (consistent with rules of
the Secretary of Liabor) to determine the appropriate
amount of employer premium payments that should
have been made for all months in the year (taking
into account any employer premium discount under
section 6123 for the employer).

(2) DEADLINE.—Such information shall be pro-
vided not later than the beginning of February of
the following year with the payment to be made for
that month.

(3) RECONCILIATION.—

(A) CONTINUING EMPLOYERS.—Based on

such information, the employer shall adjust the
amount of employer premium payment made in
the month in which the information is provided
to reflect the amount by which the payments in

the previous year were greater or less than the
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amount of payments that should have been

made.

(B) DISCONTINUING EMPLOYERS.—In the
case of a person that ceases to be an employer
in a year, such adjustment shall be made in the
form of a payment to, or from, the alliance in-
volved.

(4) SPECIAL TREATMENT OF SELF-EMPLOYED
INDIVIDUALS.—Except as the Secretary of Labor
may provide, individuals who are employers only by
virtue of the operation of section 6126 shall have
employer premium payments attributable to such
section reconciled (in the manner previously de-
scribed in this subsection) under the process for the
collection of the family share of premiums under sec-
tion 1344 rather than under this subsection.

(d) SPECIAL RULES FOR SELF-EMPLOYED.—

(1) IN GENERAL.—In the case of an individual
who 1is treated as an employer under section 6126,
the individual shall provide, under subsection (f) on
behalf of each regional alliance, information de-
scribed in paragraph (2) with respect to net earn-
ings from self-employment income of the individual

in each year.
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(2) INFORMATION TO BE SUPPLIED.—The in-
formation described in this paragraph, with respect
to an individual, is such information as may be nec-
essary to compute the amount payable under section

6131 by virtue of section 6126.

(e) ForM.—Information shall be provided under this
section in such electronic or other form as the Secretary
specifies. Such specifications shall be done in a manner
that, to the maximum extent practicable, simplifies admin-

istration for small employers.

(f) INFORMATION CLEARINGHOUSE F'UNCTIONS.

(1) DESIGNATION.—The Board shall provide
for the use of the regional centers (which are part
of the electronic data network under section 5103)
to perform information clearinghouse functions
under this section with respect to employers and re-
eional and corporate alliances.

The functions referred to in

(2) FUNCTIONS.
paragraph (1) shall include—
(A) receipt of information submitted by
employers under subsection (b) on an annual
(or one-time) basis,
(B) from the information received, trans-
mittal of information required to regional alli-

ances, and
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1 (C) such other functions as the Board
2 specifies.

3 (g) DEADLINE.—Information required to be provided
4 by an employer for a year under this section—

5 (1) to a qualifying employee shall be provided
6 not later than the date the employer is required
7 under law to provide for statements under section
8 6051 of the Internal Revenue Code of 1986 for that
9 year, or

10 (2) to a health alliance (through a regional cen-
11 ter) shall be provided not later than the date by
12 which information is required to be filed with the
13 Secretary pursuant to agreements under section 232
14 of the Social Security Act for that year.

15 (h) NOTICE TO CERTAIN INDIVIDUALS WHO ARE

16 NoT EMPLOYEES.

17 (1) IN GENERAL.—A person that carries on a
18 trade or business shall notify in writing each indi-
19 vidual described in paragraph (2) that the person is
20 not obligated to make any employer health care pre-
21 mium payment (under section 6121) in relation to
22 the services performed by the individual for the per-
23 SOM.

24 (2) INDIVIDUAL DESCRIBED.—An individual de-
25 sceribed in this paragraph, with respect to a person,
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1s an individual who normally performs services for
the person in the person’s trade or business for more
than 40 hours per month but who i1s not an em-
ployee of the person (within the meaning of section
1901(a)).

(3) TIMING; EFFECTIVE DATE.—Such notice
shall be provided within a reasonable time after the
individual begins performing services for the person,
except that in no event is such a notice required to
be provided with respect to services performed before
January 1, 1998.

(4) EXCEPTIONS.—The Secretary shall issue
regulations providing exceptions to the notice re-
quirement of paragraph (1) with respect to individ-
uals performing services on an irregular, incidental,
or casual basis.

(5) MODEL NOTICE.—The Secretary shall pub-
lish a model notice that is easily understood by the
average reader and that persons may use to satisfy

the requirements of paragraph (1).

SEC. 1603. REQUIREMENTS RELATING TO NEW EMPLOYEES.

(a) COMPLETION OF ENROLLMENT INFORMATION

23 FORM.—At the time an individual is hired as a qualifying

24 employee of a regional alliance employer, the employer
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I shall obtain from the individual the following information

2 (pursuant to rules established by the Secretary of Liabor):
3 (1) The identity of the individual.

4 (2) The individual’s alliance area of residence
5 and whether the individual has moved from another
6 alliance area.

7 (3) The class of family enrollment applicable to
8 the individual.

9 (4) The health plan (and health alliance) in
10 which the individual is enrolled at that time.

11 (5) If the individual has moved from another al-
12 liance area, whether the individual intends to enroll
13 in a regional alliance health plan.

14 (b) TRANSMITTAL OF INFORMATION TO ALLIANCE.—
15 (1) IN GENERAL.—Each employer shall trans-
16 mit the information obtained under subsection (a) to
17 the regional alliance for the alliance area in which
18 the qualifying employee resides (or will reside at the
19 time of initial employment).
20 (2) DEADLINE.—Such information shall be
21 transmitted within 30 days of the date of hiring of
22 the employee.
23 (3) FOrRM.—Information under this section may
24 be forwarded in electronic form to a regional alli-
25 ance.
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(¢) PROVISION OF ENROLLMENT FORM AND INFOR-
MATION.—In the case of an individual described in sub-
section (a)(5), the employer shall provide the individual,
at the time of hiring, with—

(1) such information regarding the choice of,
and enrollment in, regional alliance health plans,
and

(2) such enrollment form,

as the regional alliance provides to the employer.
SEC. 1604. AUDITING OF RECORDS.

Each regional alliance employer shall maintain such
records, and provide the regional alliance for the area in
which the employer maintains the principal place of em-
ployment (as specified by the Secretary of Labor) with ac-
cess to such records, as may be necessary to verify and
audit the information reported under this subtitle.

SEC. 1605. PROHIBITION OF CERTAIN EMPLOYER DISCRIMI-
NATION.

No employer may discriminate with respect to an em-
ployee on the basis of the family status of the employee
or on the basis of the class of family enrollment selected

with respect to the employee.
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SEC. 1606. PROHIBITION ON SELF-FUNDING OF COST SHAR-

ING BENEFITS BY REGIONAL ALLIANCE EM-
PLOYERS.
(a) PROHIBITION.—A regional alliance employer (and
a corporate alliance employer with respect to employees
who are regional alliance eligible individuals) may provide
benefits to employees that consist of the benefits included
in a cost sharing policy (as defined in section 1421(b)(2))
only through a contribution toward the purchase of a cost
sharing policy which is funded primarily through insur-
ance.
(b) INDIVIDUAL AND KEMPLOYER RESPONSIBIL-

ITIES.—In the case of an individual who resides in a sin-

ole-payer State and an employer with respect to employees
who reside in such a State, the responsibilities of such in-
dividual and employer under such system shall supersede
the obligations of the individual and employer under this
subtitle.
SEC. 1607. EQUAL VOLUNTARY CONTRIBUTION REQUIRE-
MENT.
(a) IN GENERAL.—
(1) EQUAL VOLUNTARY EMPLOYER PREMIUM
PAYMENT REQUIREMENT.—
(A) REGIONAL  ALLIANCE  HEALTI

PLANS.

If an employer makes available a vol-
untary employer premium payment (as defined

*S 1775 PCS



O o0 N N W BB W

[\© TN O I N T NG I NG T NG R e e T e e T e T e Y Y =
[ T N O N N = = N R - BN B o) W ) B ~S O IR NO S e

317

in subsection (d)) on behalf of a full-time em-
ployee (as defined in section 1901(b)(2)(C))
who 1s enrolled in a regional alliance health
plan of a regional alliance in a class of family
enrollment, the employer shall make available
such a voluntary employer premium payment in
the same dollar amount to all qualifying em-
ployees (as defined in section 1901(b)(1)) of the
employer who are enrolled in any regional alli-
ance health plan of the same alliance in the
same class of family enrollment.

(B)  CORPORATE  ALLIANCE  HEALTH
PLANS.—If a corporate alliance employer makes
available a voluntary employer premium pay-
ment on behalf of a full-time employee who 1s
enrolled in a corporate alliance health plan of a
corporate alliance in a class of family enroll-
ment in a premium area (designated under sec-
tion 1384(b)), the employer shall make avail-
able such a voluntary employer premium pay-
ment in the same dollar amount to all quali-
fying employees of the employer enrolled in any
corporate alliance health plan of the same alli-
ance in the same class of family enrollment in

the same premium area.
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(C) TREATMENT OF PART-TIME EMPLOY-

EES.

In applying subparagraphs (A) and (B)
in the case of a qualifying employee employed
on a part-time basis (within the meaning of sec-
tion 1901(b)(2)(A)(11)), the dollar amount shall
be equal to the full-time employment ratio (as
defined in section 1901(b)(2)(B)) multiplied by
the dollar amount otherwise required.

(2) LIMIT ON VOLUNTARY EMPLOYER PREMIUM

PAYMENTS.—

(A) REGIONAL  ALLIANCE  HEALTII
PLANS.—An employer may not make available a
voluntary employer premium payment on behalf
of an employee (enrolled in a regional alliance
health plan of a regional alliance in a class of
family enrollment) in an amount that exceeds
the maximum amount that could be payable as
the family share of premium (deseribed in see-
tion 6101(b)(2)) for the most expensive regional
alliance health plan of the same alliance for the
same class of family enrollment.

(B) CORPORATE  ALLIANCE  IEALTH

PLANS.

An employer may not make available a
voluntary employer premium payment on behalf

of an employee (enrolled in a corporate alliance
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health plan of a corporate alliance in a class of
family enrollment in a premium area, des-
ignated under section 1384) in an amount that
exceeds the maximum amount that could be
payable as the family share of premium (de-
scribed in section 6101(b)(3)) for the most ex-
pensive corporate alliance health plan of the
same alliance for the same class of family en-
rollment in the same premium area.

(C) EXCLUSION OF PLANS WITHOUT MA-
TERIAL ~ ENROLLMENT.—Subparagraphs (A)
and (B) shall not take into account any health
plan that does not have material enrollment (as
determined in accordance with regulations of
the Secretary of Liabor).

(3) NONDISCRIMINATION AMONG PLANS SE-

LECTED.—An employer may not dis