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CATASTROPHIC HEALTH INSURANCE AND
MEDICAL ASSISTANCE REFORM

TUESDAY, MARCH 27, 1979

"U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m. in room 2221,
Dirksen Senate Office Building, Hon. Russell B. Long, chairman of

the subcommittee, presiding.

Present: Senators Long, Talmadge, Byrd of Virginia, Bentsen,
Bowen, Dole, Packwood, Danforth, Chafee, and Heinz.

[The press release announcing these hearings and the bills
S.350, S. 351, S. 748 and S. 760 follow:]

FINANCE CommITTER SCHEDULES HEARINGS ON HEALTH COST CONTAINMENT AND
CatasTrROPHIC HEALTH INSURANCE PRrOTECTION

Senator Russell B. Long (D., La.), Chairman of the Senate Committee on Finance,
announced today the scheduling of hearings and “markup” sessions in two signifi-
cant areas of health costs concern.

“Beginning on March 12,” said Long, “the Subcommittee on Health, chaired by
Senator Herman Talmadge, will hold hearings on pending cost control and reim-
bursement reform legislation—including the Medicare and Medicaid reform bill
which Senators Talmadge and Dole ex: to reintroduce shortly.”

“At that hearing,” Long indicated, “we would anticipate testimony being received
concerning the Administration’s proposal to constrain increases in hospital revenues
generally—not just for Medicare and Medicaid.”

“I expect that the full Finance Committee would, during the week of March 19
. engage in a markup of health care cost control legislation,” said Long.

“During the last week in March,” stated the Committee Chairman, “we will hear
testimony on pending catastrophic health insurance and medical assistance reform
Ero (S. 350 and S. 351).” That would include, Long noted, the catastrophic

t}: insurance bill which Senator Robert Dole is expected to introduce in the
near future.

The Louisiana Democrat anticipates scheduling full Committee markup sessions
on catastrophic health insurance and related provisions to take place prior to the
Congressional Easter recess.

Senator Long stressed that those requesting an opportunity to testify should
specify whether they wish to testify on: (a) the hearing on cost controls; or (b) the
hearing on catastrophic health insurance.

The Chairman said that because an unusually large number of requests to testify
are anticipated, the Committee will not bé able to schedule all those who request to
testify. Those persons who are not scheduled to apﬁar in person to present oral
testimony are invited to submit written statements. The Chairman emphasized that
the views presented in such written statements will be as carefully considered by
the Committee as if they were presented orally.

Witnesses who desire to testify at the hearings should submit a written request to
Michael Stern, Staff Director, Committee on Finance, Room 2227 Dirksen Senate
Office Building, Washington, D.C. 20510 by no later than the close of business on
March 1, 1979 in the case of cost containment and March 15, 1979 in the case of
catastrophic health insurance.

9]



All parties who are scheduled to testify orally are urged to comply with the
guidelines below: ‘ . .

Notification of witnesses.—Parties who have submitted written requests to testify
will be notified as soon as possible as to the time and date they are scheduled to
appear, Once a witness has been advised of the time and date of his ap ce,
rescheduling will not be permitted. If a witness is unable to teetify at the time he is
scheduled to appear, he may file a written statement for the record of the h ,

Consolidated testimony.— Chairman also stated that the Committee urges all
witnesses who have a common position or with the same general interest to consoli-
date their testimony and dealﬁnate a single spokesman to present their common
viewpoint orally to the Committee. This procedure will enable the Committee to
receive a wider expression of views on the total bill than it might otherwise obtain.
The Chairman praised witnesses who in the past have combined their statements in
on;;;r u; oonserv:(t}he time 9:' l::hg Q:i;mmi_ttee. ints but wh ¢ designate a singl

nel groups.—Groups with similar viewpo ut who cannot designate a single
spokesman will be encouraged to form panels. Each panelist will be required to
restrict his or her comments to no longer than a 10-minute summation of the
principal points of the written statements. The panelists are urged to avoid repeti-
tion whenever possible in their presentations.

Legislative Reorganization Act.—The Chairman obeerved that the Legislative eo-

anization Act of 1946, as amended, requires all witnesses appearing befcre the

mmittees of Congress to file in advance written statements of their proposed
testimony, and to limit their oral presentations to brief summaries of their argu-
ment. The statute also directs the staff of each Committee to prepare digests of all
testimony for the use of Committee Members.

Chairman Long stated that in light of this statute and in view of the large
number of witnesses who desire to appear before the Committee in the limited time
available for the hearing, all witnesses must comply with the following rules:

(1) All statements must be filed with the Committee at least 1 day in advance of
the day on which the witness is to appear. If a witness is scheduled to testify on a
Monday or Tuesday, he must file his written statement with the Committee by the
Frida”reoeding his appearance.

(2) All witnesses must include with their written statements a summary of the
principal points included in the statement.

(3) The written statements must be typed on letter-size paper (not legal size) and
at least 100 copies must be. submitted to the Committee.

(4) Witnesses are not to read their written statements to the Committee, but are
to confine their 10-minute oral presentations to a summary of the points included in
the statement.

(5) Not more than 10 minutes will be allowed for the oral summary.

Witnesses who fail to comply with these rules will forfeit their privilege to testify.

Written statements.—Witnesses who are not scheduled for oral presentation, and
others who desire to present a statement to the Committee, are u to prepare a
written position of their views for submission and inclusion in the record of the
hearings. He emphasized that these written statements would also be digested by
the staff for presentation to the Committee during its executive sessions and that
they would receive the same careful consideration by the Committee as though they

been delivered orally. These written statements should be submitted to Michael
Stern, Staff Director, Committee on Finance, Room 2227 Dirksen Senate Office
Building by March 11, 1879 in the case of cost containment and April 5, 1979 in the
case of catastrophic health insurance.
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18T SESSION S . 350

To amend the Social Security Act by adding thereto a new title XXI which will
provide insurance against the costs of catastrophic illness, by replacing the
modicaid program with & Federal medical assistance plan for low-income
people, and by adding & new title XV thereto which will encourage and
facilitate the availability, through ptivate insurance carriers, of basic health
insurance at reasonable premium charges, and for other purposes.

!

IN THE SENATE OF THE UNITED STATES

FBBRUARY 8 (legislative day, JANUARY 18), 1979
Mr. Lone (for himself, Mr. Ribicorr, Mr. TaLmapoe, Mr. Youno, Mr.
MeLcHER, Mr. CannoN, Mr. INoUYS, Mr. STAFroRp, and Mr. HATFIELD)
introduced the following bill; which was read twice and referred to the
Committes on Finance

A BILL

To amend the Social Security Act by adding thereto a new title
XXI which will provide insurance against the costs of
catastrophic illness, by replacing the medicaid program with
a Federal medical assistance plan for low-income people,
and by adding a new title XV thereto which will encourage
and facilitate the availability, through private insurance car-
riers, of basic health insurance at reasonable premium
charges, and for other purposes.

o-—-k®
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Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assemblod,
That this Act may be cited as the “Ostastrophic Health In-
surance and Medical Assistance Reform Act”.
TITLE I—CATASTROPHIC ILLNESS INSURANCE
AMENDMENTS TO BOCIAL BECURITY AOT
8Ec. 101. (s) The Social Security Act is amended by
adding after title XX the following new title:
“TITLE XXI—CATASTROPHIC HEALTH
INSURANCE PROGRAM
“PURPOSE OF TITLE
“Seo. 2101. The insurance program established by this
title is designed to provide protection to all individuals who
are citizens or permanent residents of the United States
against the costs of high-cost catastrophic illness. Each such
individual will be provided such protection either under the
Federal plan established by part A of this title, or under an
employer plan or a self-émployed plan approved under part B
of this title. '
“PART A—FEDERAL PLAN
“ELIGIBLE mmvhwus
“SEoc. 2102. (a) Every individual who—
(1) is a resident of the United States, and
“(2) is a citizen of, or an alien lawfully admitted

for permanent residence in, the United States, or an
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alien otherwise permanently residing in the United

States under color of law (including any alien who is

lawfully present in the United States as a result of the

application of the provisions of section 208(a)7) or sec-

tion 212(dX5) of the Immigration ;.nd Nationality Act),
shall (subject to section 2107) be entitled to catastrophic
health insurance benefits provided by this part for any period
which commences on or after January 1, 1981, and with
respect to which he is not covered by an employer plan or a
self-employed plan approved under part B.

“(b) For purposes of subsection (a), entitlement of an
individual to catastrophic health insurance benefits under this
part shall consist of entitlement to have payment made,
under and subject to the limitations in this title, to him or on
his behalf for the services described in section 2103(a) which
are furnished to him in the United States (or outside the
United States in the case of services specified in section
1814(f).

“SCOPE OF BENEFITS

“Sec. 2103. (a) The benefits provided to an individual
by the insurance program established by this part shall con-
sist of entitlement to have payment made (subject to the pro-
visions of this part) on his behalf or to him for—

“(1) hospital and related services (as defined in
subsection (c)(1)) which are fumished‘to such individual
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during a period with respect to which he has met the
deductible imposed by section 2104(b), and

* “(2) medical and other health servioes (as defined
in subsection (cX2)) which are furnished to such indi-
vidual during  period with respect to which he has
met the deductible imposed by section 2104(c).

“‘(b) Payment authorized under this part for any service

covered hereunder shall be made to the person to whom pay-
ment for such service would be made under title XVIII, if
such service were furnished to an individual who was covered
therefor under title XVIII.

“(0X1) The term ‘hospital and related services’ means—
‘““(A) inpatient hospital services (as defined in sec-
tion 1861(b)),
“(B) post-hospital extended care services (as de-
fined in section 1861()), and
*“(C) home health services (as defined in section
1861(m)).
“(2) The term ‘medical and other health services’

means—

‘“(A) medical and other health services (as defined -
in section 1861(g)),

“(B) home health services (as defined in section
1861(m)),
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“(C) outpatient physical therapy services (as de-
fined in section 1861(p)), and

(D) rural health clinic services (as defined in sec-
tion 1861(as)). »
“((i) Notwithstanding the preceding provisions of this

section, no payment may be made and no deductible shall be
incurred with respect to— '
‘1) expenses incurred fur items or services, if
pursuant to section 1862 (a), (b), or (d) payment may
not be made with respect to such items or services
under title XVIII, or
‘“(2) expenses incurred for post-hospital extended care
services furnished to an individual on any day during any
calendar year, if, prior to such day, there have been furnished
to such individual for 100 days during such year such serv-
ices with respect to which benefits under this part are pay-
able.
‘ “PAYMENT AND DEDUCTIBLE

“Sec. 2104. (a)1) Payment of benefits under this part
with respect to expenses incurred by an insured individual
ghall be made from the Federal Catastrophic Health Insur-
ance Trust Fund.

“(2) For purposes of payment of benefits under this part
with respect to expenses incurred for health services fur-



1
2

6
nished to any insured individual, there shall be taken into
account—
“(A) in case of expenses incurred for hospital and
related services (as defined in section 2108(cK1)), only
go much of such expenses as are incurred for such
services furnished during a period with respect to
which the deductible imposed by subsection (b) is met,
and
“(B) in case of expenses incurred for medical and
other health services (as defined in gection 2103(cK2)),
only so much of such expenses as are incurred for such
gervices furnished during a period with respect to
which the deductible imposed by subsection (c) is met;
and, with m@ect to the services to which the expenses so
taken into account are attributable, there shall be paid
(except where inconsistent with the provisions or purposes of
this part) an amount which shall be equal to (and determined
in the same manner as) the amount which would have been
payable for such service under title XVIII in the case of an
individual entitled to have payment made with respect there-
to under such title (as determined without regard to any pro-
vision of such title relating to deductibles or copayments).

““(b) The deductible imposed by this subsection with re-
spect to expenses incurred for hospital and related services
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1 (a8 defined in section 2108(cX1)) shall be met by an insured
2 individual—

3 “(1) for the period, in the calendar year, which
4 commences on the day following the 60th day, during
5 the calendar year and the last 3 months of the preced-
] ing calendar year, in which such individual received in-
7 patient hospital services; and

8 “(2) for the period, in the calendar year, which is
9 prior to the first consecutive 90-day period therein in
10 which such individual is neither an inpatient in a hospi-
11 tal nor an inpatient in a skilled nursing facility, but
12 only if the first day for which such services in the cal-
13 endar year occurs not later than 90 days after the last
14 day with respect to which benefits were payable under
15 this part on account of inpatient hospital services fur-
16 nished to him in the preceding calendar year.

17 “(cX1) The deductible imposed by this subsection with
18 respect to expenses incurred for medical and other health

19

services (as defined in section 2103(c}2)) shall be met by an

20 insured individual—

21
22
23
24
25

“(A) for the period, in the calendar year, which
occurs after such individual has incurred, during such
year and the last 3 months of the preceding calendar
year, expenses (including expenses deemed under para-

graph (2) to be incurred by him, but excluding amounts
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8
required to be excluded under paragraph (8)) for such
services of $2,000 (or, if higher, the amount deter-
mined under paragraph (4)); and
“(B) for the period, in the calendar year, which
occurs prior to the first 80-day period therein during
-which such individual incurs for such services expenses
(including expenses dwumed under paragraph (2) to be
incurred by him) the aggregate of which is less than
$500 (or, if greater, the amount determined under
paragraph (5)), but only if (i) during the last 3 months
of the preceding calendar year, such individual incurred
for such services expenses (including expenses deemed
under paragraph (2) to be incurred by the individual) of
at least $500 (or, if greater, the amount determined
under paragraph (5)), and (i) such individual h;ud met
(by reason of the application of clause (A)) for a period
in the preceding calendar year the deductible imposed
by this paragraph.
“(2XA) In determining, for purposes of clauses (A) and
(B) of paragraph (1), the amount of expenses incurred by an
individual for medical and other health services furnished
during any period, there shall be deemed to have been in-
curred by such individual any expenses incurred .for such
services furnished during such period to each other member
of such individual’s family, but only if such other member is
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1 (i) the spouse of the individual, (ii) & dependent of such indi-

2 vidual, (iii) the person (or the spouse of the person) of whom

8 such individual is & dependent, or (iv} a person who is a de-

4 pendent of the same person of whom such individual is &

5 dependent.

6 *“(B) For purposes of subparagraph (A)—

7 ‘(i) the term ‘dependent’ shall have the meaning

8 assigned to it by regulations of the Secretary;

9 “(ii) the term ‘family’ means two or more individ-
10 uals who are (I) related by blood, marriage or adop-
11 tion, and (IT) living in a place of residence maintained
12 by one or more of them as his or their own home (and
13 for purposes of this clause, & child under age 22 who is
14 absent from home for the purpose of attending an edu-
15 cational insitution as a full-time student shall be
16 deemed while so absent to be living in such place of
17 residence); and
18 “(iii) the term ‘member’, when used in reference
19  toa family means an individual described in clause (i).
20 “(8) In determining, for purposes of paragraph (1XA),

21 the amount of expenses incurred (or deemed to be incurred)
22 by an individual for medical and other health services in any
23 calendar year, there shall be disregarded all amounts in

24 excess of $500 incurred in connection with the treatment of

45-505 O - 79 - 2
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mental, psychoneurotic, or personality disorders of such indi-
vidual.

“(4) The Secretary shall, between July 1 and October 1
of 1981 and of each year thereafter, determine and promul-
gate the deductible which shall be applicable for purposes of
paragraph (1)(A) in the succeeding calendar year. Such de-
ductible shall be equal to whichever of the following is the
higher:

“(A) $2,000, or
“(B) $2,000 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the

Department of Labor for June of the year in which

such determination is made and promulgated, which

represents fees for physician services to such compo-
nent of such Consumer Price Index for the month of

June 1980, with such product, if not a multiple of

$100, being rounded to the nearest multiple of $100.

“(5) The Secretary shall between July 1 and October of
1981 and of each year thereafter, determine and promulgate
the amount which shall be applicable for purposes of para-
graph (1)(B) in the succeeding calendar year. Such amount
shall be equal to whichever of the following is the higher:

‘“(A) $500, or
“(B) $500 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the

pm—— o
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Department of Labor for June of the year in which

such determination is made and promulgated, which

represents fees for physician services to such compo-
nent of such Consumer Price Index for the month of

June 1880, with such product, if not a multiple of $50,

being rounded to the nearest multiple of $50.

“(eX1) Payment for services under this title shall also be
subject to the limitations described in section 1812(e) and
section 1833(e). N A

“(2) payment under this part with respectvto expenses
incurrgd in connection with the treatment of mental, psycho-
neurotic, and personality disorders shall not be made unless
such treatment consists of ‘mental health care services’ (as
defined in paragraph (8)).

“(8) As used in paragraph (2) the term ‘mental health
care services’ includes only care and services for mental con-
ditions— ,

“(A) which, if provided on an inpatient basis, con-
sist of & course of active care and treatment provided
in and by an accredited medical institution (as deter-
mined by the Secretary),

“(B) which, if provided on a partial hospitalization
basis, are provided (i) in and by an accredited medical
institution (as determined by the Secretary), or (i) in
and by a qualified community mental health center (as
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determined in accordance with regulations of the

Secretary),

“(C) which, if provided on an outpatient basis,
are—

“@) provided by a qualified community
mental health center (as determined in accordance
with regulations of the Secretary), or

“(ii) provided by a psychiatrist;

except that such term does not include any outpatient serv-
ices provided by a psychiatrist, during a 12-month period, for
purposes of diagnosis or treatment of acute psychosis in
excess of (I) five visits, plus (IT) such additional visits as shall
have been approved in advance by an appropriate profession-
al review mechanism upon a finding that, in the absence of
such additional visits, the patient will require institutional
care.

“(f)(1) Payment under this part with respect to expenses
incurred for blood, blood products, and procddures and
courses of treatment which are unusually. extensive or com-
plex shall be subject to btandards and criteria imposed by the
Secretary pursuant to paragraph (2). ‘

“(2) The Secretary shall by regulations prescribe stand-
ards and criteria designed to assure that services consisting
of the furnishing of blood or blood products or the application

of procedures or courses of treatment, referred to in para-
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graph (1), for which payment may be made under this part
will be provided only when, and to the extent that, such serv-
ices are appropriate to the health care needs of the patient.

“(g) Payment under this part may not be made for ex-
tended care services furnished to an individual during any
period for which such individual is entitled to hospital insur-
ance benefits under part A of title XVIII.

‘‘CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR
SERVICES

“Src. 2105. (a) To the extent that payment may be
made for services described in section 2103(aX1), the provi-
sions of sections 1814, 1815, 18186, 1833(f), and 1835 shall
apply.

(b) To the extent that payment may be made for serv-
ices described in section 2103(a)2), the provisions of section
1842 shall apply.

‘“APPLICABILITY OF CERTAIN PROVISIONS OF, OB

RELATING TO, TITLE XVIII

“SEc. 2108. (8) The provisions of section 1861 (except
subsections (a) and (y)), 1866, 1867, 1869, 1870, 1871,
1872, 1878, 1874, 1875, 1876, 1877, 1878, and 1879 shall
apply with respect to this part to the same extent as they are
applicable with respect to title XVIIT.

"~ “(b) The provisions of section 402(a) of the Social Secu-
rity Amendments of 1967 and the provisions of section
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222(a) of the Social Security Amendments of 1972 shall be
applicable to this part to the same extent as they are applica-
ble to title XVIII. '
“TREATMENT OF BENEFITS UNDER OTHER PEOGRAMS

“Sro. 2107. Any amount otherwise payable under this
part with respect to any item or service furnished to an indi-
vidual shall not be denied or reduced because a benefit with
respect to such item or service has been paid or is payable
under any other public or private insurance or health benefits
plan. Notwithstanding any other provision of law (other than
section 2104(g)), payment with respect to any item or service
furnished to any individual shall not be made under the Medi-
cal Assistance Plan for Low-Income People established by
title XIX or the insurance program established by patt A or
B of title XVIII, if such individual is (or, upon filing & yroper
claim, would be) entitled to have payment made under this
part with respect to such ifem or service.

“CONTRIBUTIONS WITH RESPECT TO STATE AND LOCAL
EMPLOYEES; APPROVED BTATE LAWS

“SEc. 2108. (a) Contributions for the finanecial support
of the catastrophic health insurance program established by
this part shall be made by employers which are States (or
political subdivisions thereof) in the manner prescribed under
a State law approved by the Secretary of the Treasury under
subsection (b).
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“(X1) The Secretary of the Treasury shall approve a
State law for purposes of this section only if such law—
- “A) provides that the State will pay into the
Treasury, with respect to wages paid to employees of

1

2

8

4

5 the State and employees of all political subdivisions of
6 the State, amounts equal to the amounts which such
7 State would be liable to pay with respect to the wages
8 of such employees under the catastrophic health insur-
9 ance protection tax imposed by section 3111(c) of the
10 Internal Revenue Code of 1954 if such State were s
11 private employer and all such employees were em-

12 ployed by it,

13 “(B) provides that any amounts so payable shall
14 be paid at the same time and subject to the same con-
15 ditions as taxes imposed by such section 3111(c) in the
16 case of a private employer,

17 “(C) is in such form and contains such other pro-

18 visions as the Secretary of the Treasury shall by regu-

19 lations provide, and
20 (D) becomes effective on January 1, 1981.
21 “(2) At the earliest practicable date after the State law

22 of any State has been approved by the Secretary of the
23 Treasury, he shall certify to the Secretary of Health, Educa-
24 tion, and Welfare that such State law has been approved.
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“(8) If the Becretary of the Treasury finds, after reason-
abls notice and opportunity for hearing. to & State, that—
“(A) the State law of such State, theretofore ap-
proved by him, has been repealed, or amended so that
it no longer ‘meets the requirements imposed by para-
graph (1), or
“(B) the State has not substantially complied with
its obligations to make contributions into the Treasury
in accordance with the requirements imposed under

)
i

paragraph (1),
he shall withdraw the certifi-ation of such State law thereto-

fore approved by him and shall so notify the Secretary of
Health, Education, and Welfare.

“(c) If, for any period of time after December 31, 1981,
a State does not pay in full to the Treasury the amounts
specified in subsection (b}1XA), the Secretary of Health,
Education, and Welfare shall reduce payments otherwise
payable to such State under any other provisions of this Act
by the amount of such underpayment (including interest
thereon equal to the average of the rates of interest, from the
date due until paid, on obligations issued for purchase by the
Federal Catastrophic Health Insurance Trust Fund).
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. “FEDERAL CATASTROPHIC HEALTH INSUBANCE TRUST
FUND
“SEeo. 2109. (a) There is hereby created on the books of
the Treasury of the United States a trust fund to be known
as the Federal Catastrophic Health Insurance Trust Fund
(hereinafter in this section referred to as the ‘trust fund’). The
trust fund shall consist of such amounts as may be deposited
in, or appropriated to, such fund as provided in this part.
There are hereby appropriated to the trust fund for the fiscal
year ending September 30, 1981, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise
appropriated, amounts equivalent to 100 per centum of—
(1) the taxes imposed by section 3111(c) of the
Internal Revenue Code of 1954 with respect to wages
reported to the Secretary of the Treasury or his dele-
gate pursuant to subtitle F' of such Code after Decem-
ber 31, 1976, as determined by the Secretary of the
Treasury by applying the applicable rates of tax under
such sections to such wages, which wages shall be cer-
tified by the Secretary of Health, Educafion, and Wel-
fare on the basis of records of wages established and
maintained by the Secretary of Health, Education, and
Welfare in accordance with such reports;
“(2) the taxes imposed by section 1401(c) of the
Internal Revenue Code of 1954 with respect to self-
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employment income reported to the Secretary of the

Treasury or his delegates on tax-returns under subtitle
F of such Code, as determined by the Secretary of the
Treasury by applying the applicable rate of tax under
such section to such self-employment income, which
gself-employment income shall be certified by the Secre-
tary of Health, Education, and Welfare on the basis of
records of self-employment established and maintained
by the Secretary of Health, Education, and Welfare in
accordance with such return; and
“(3) the contributions made by States pursuant to
State laws approved under section 2108.
The amount appropriated by the preceding sentence shall be
transferred from time to time from the general fund in the
Treasury to the trust fund, such amounts to be determined on
the basis of estimates by the Secretary of the Treasury of the
taxes, specified in the preceding sentence, paid to or deposit-
ed into the Treasury; and proper adjustments shall be made

“in amounts subsequently transferred to the extent prior esti-

mates were in excess of or were less than taxes specified in
such sentence.

“(b) With respect to the trust fund, there is hereby cre-
ated a body to be known as the ‘board of trustees of the trust
fund’ (hereinafter in this section referred to as the ‘board of
trustees’), composed of the Secretary of the Treasury, the
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Secretary of Labor, and the Secretary of Health, Education,
and Welfare, all ex officio. The Secretary of the Treasury
shall be the Managing Trustee of the board of trustees (here-
inafter in this section referred to as the ‘Managing Trustee’).
The Administrator of the Health Care Financing Administra-
tion shall serve as the secretary of the board of trustees. The
board of trustees shall meet not less frequently than once
each calendar year. It shall be the duty of the board of trust-
ees to—

“(1) hold the trust fund;

“(2) report to the Congress not later than the first
day of April of each year on the operation and status
of the trust fund during ihe preceding fiscal year and
on its expected operation and status during the current
fiscal year and the next 2 fiscal years;

“(3) report immediately to the Congress whenever
the board is of the opinion that the amount of the trust
fund is unduly small; and

“(4) review the general policies followed in man-
aging the trust fund, and recommend changes in such
policies, including necessary changes in the provisions
of law which govern the way in which the trust fund is
to be managed.

24 The report provided for in paragraph (2) shall include a state-
25 ment of the assets of, and the disbursements made from, the
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trust fund during the preceding fiscal year, an estimate of the
expected income to, and dishursements to be made from, the
trust fund during the current fiscal year and each of the next
2 fiscal years, and a statement of the actuarial status of the
trust fund. Such report shall be printed as & House document
of the session ;)f the Congress to which the report is made.
“(c) It shall be the duty of the Managing Trustee to
invest such portion of the trust fund as is not, in his judg-
ment, required to meet current withdrawals. Such invest-
ments may be made only in interest-bearing obligations of the
United States or in obligations guaranteed as to both princi-

pal and interest by the United States. For such purpose such —- -

obligations may be acquired (1) on original issue at the issue
price, or (2) by purchase of outstanding obligations at the
market price. The purpt;se for which obligations of the
United States may be issued under the Second Liberty Bond
Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligations for purchase by the
trust fund. Such obligations issued for purchase by the trust
fund shall have maturities fixed with due regard for the needs
of the trust fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on
the basis of market quotations as of the end of the calendar
month next preceding the date of such issue) on all marketa-
ble interest-bearing obligations of the United States then
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forming & part of the public debt which are not due or call-
able until after the expiration of 4 years from the end of such
calendar month; except that where such average market
yield is not a multiple of one-eighth of 1 per centum, the rate
of interest on such obligations shall be the multiple of one-
eighth of 1 per centum nearest such market yield. The Man-
aging Trustee may purchase other interest-bearing obliga-
tions of the United States or obligations guaranteed as to
both principal and interest by the United States, on original
issue or at the market price, only where he determines that
the purchase of such other obligations is in the public inter-
est.

‘(d) Any obligations acquired by the trust fund (except
public debt bbligations issued exclusively to the trust fund)
may be sold by the Managing Trustee at the market price,
and such public debt obligations may be redeemed at par plus
accrued interest. |

" “(g) The interest on, and the proceeds from the sale or
redemption of, any obligations held in the trust fund shall be
credited to and form a part of the trust fund.

*(f) There are authorized to be appropriated to the trust
fund from time to time such sums as the Secretary of Health,
Education, and Welfare deems necessary for any fiscal year,

on account of—
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‘“(1) payment made or to be made during such
fiscal year from the trust fund with respect to individ-
uals who are entitled to benefits under part A of title
XVIII, or are eligible for health benefits provided
under title XIX,

“(2) the administrative expenses attributable to
providing benefits under t!)is part to individuals re-
ferred to in paragraph (1), and

‘‘(8) any loss in interest to the trust fund resulting
from the payment of such amounts,

in order to place the trust fund in the same position at the
end of such fiscal year in which it would have been if the
individuals referred to in paragraph (1) were not entitled to
the benefits provided under this part.

“(g) There shall be transferred periodically (but not less
often than once each fiscal year) to the trust fund from the
Federal Old-Age and Survivors Insurance Trust Fund and
from the Federal Disability Insurance Trust Fund amounts
equivalent to the amounts not preﬁously so transferred
which the Secretary of Health, Education, and Welfare shall
have certified as overpayments pursuant to séétion 1870(b) of
this Act as made applicable to this title by section 2106.

“(h) The Managing Trustee shall also pay from time to
time from the Trust Fund such amounts as the Secretary of
Health, Education, and Welfare certifies are necessary to
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make the payments provided for by this part, and the pay-
ments with respect to administrative expenses in accordance
with gection 201(gX1).

() There is authorized to be appropriated, out of any
moneys in the Treasury not otherwise appropriated, such re-
payable advances (without interest) a8 may be required to
assure prompt payment of benefits and administrative ex-
penses under this title and to provide a contingency reserve.
Such advances to the extent necessary shall be made availa-
ble through calendar year 1983.

“MEANING OF ‘STATE', ‘UNITED STATES’

“Sec. 2110. As used in this part—

“(a) the term ‘State’ includes the District of Co-
lumbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa, and

“(b) the term ‘United States’, when used in a geo-
graphical sense, means the States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, American Samoa, and the Trust Terrn-
tory of the Pacific Islands.

“PART B—EMPLOYER PLANS, AND SELF-EMPLOYED
Prans
“EFFECT OF COVERAGE

“Sgc. 2120. Any individual who would otherwise be

eligible for benefits under part A of this title shall not be
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1 eligible for such benefits during any period for which he is

2 covered under an employer plan or a self-employed plan ap-
3 proved by the Secretary under this part, but shall instead be

4 entitled to the benefits provided under such approved plan.

22

“DEFINITIONS

__“SEec. 2121. For purposes of this part—

“(a) The term ‘employer plan’ means—

“(1) an il;aura.nce policy, contract, or other ar-
rangement entered into between an employer and a
carrier under which the carrier, in consideration of pre-
miums or other periodic payments, undertakes to pro-
vide, pay for, or reimburse the costs of, health services
received by those of the employer’s employees (and
those of the family members of such employees) who
are covered by the plan, or

“(2) a plan under which the employer, as a selfin-
sured employer (as defined in subsection (d)), under-
takes to provide, pay for, or reimburse the costs of,
health care services received by those of the employ-
er's employees (and those of the family members »of
such employees) who are covered by the plan.

“(b) The term ‘self-employed plan’ means an insurance

23 policy, contract, or other arrangement entered into between a

24 self-employed individual and a carrier under which such car-

25 rier, in consideration of premiums or other periodic pay-
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ments, undertakes to provide, pay for, or reimburse the costs
of, health services received by such individual (and those of
the family members of such individual who are covered by
the plan). '

‘“c) The term ‘carrier’ means a voluntary association,
corporation, partnership, or other nongovernmental organiza-
tion whic!_) is engaged in providing, paying for, or reimburs-

ing the costs of, heslth services under insurance policies or
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contracts, medical or hospital service agreements, member-
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ship or subscription contracts, or similar arrangements, in
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pad

consideration of premiums or other periodic charges payable

—
4

to the carrier.

b
w

“(d) The term ‘self-insured employer’ means an employ-
er who (either through outside administrators, including car-

riers, or otherwise) engages, without insurance arrangements

e
D > e

with a carrier, to provide, pay for, or reimburse the costs of,

[y
-3

health services for some of all of his employ:ses.

p—t
[~ -]

‘“(e) The term ‘employer’ includes a State (or political
subdivision thereof) and the Federal Government.
‘“APPROVAL OF PLANS
“Sec. 2122. (a)1) In order for an employer plan or a
self-employed plan to be approved by the Secretary under
this part—
“(A) such plan, in the case of any plan other than
an employer plan of & self-insured employer, must be a

N N N N N [
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plan offered by a carrier which is approved by the Sec-
retary pursuant to subsection (c);

“(B) the coverage provided under such plan must
include, but shall not be limited to, a package of bene-
fits, which (in terms of scope of benefits and the condi-
tions of payment thereof) is the same as that provided
by the Federal catastrophic health insurance benefits
plan established by part A; except that the requirement
imposed by this clause shall not be construed to (i)
make applicable to the plan (or its administration) the
provisions of sections 1862 (b) or (d), 1815, 1816,
1842, 1866, 1869, 1870, 1972, or 2104(a)1), and the
carrier offering such plan may utilize, in the adminis-
tration of the plan, payment and provider arrangements
of the kind which are employed by it in connection
with the administration of health insurance policies or
plang which are not approved under this part, (ii) re-
quire that such plan provide coverage for any occupa- -
tional injury or disease or for any item or service for
which any benefit is payable under a workmen’s com-
pensation law of the United States or a State, and (iii)
preclude the plan from making the benefits offered
thereunder subject to provision for coordination of
benefits prpvided under other plans (including the Fed-
eral plan established under part A), if such provision
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~ for coordination of benefits is approved by the Secre-

tary as being consistent with prevailing practice within
the health insurance industry for the coordination of
benefits;

“(C) such plan (in the -case of an employer plan)
(i) must cover all of the employees of such employer
(other than employees who perform service for less
than 25 hours per week, temporary employees or em-
ployees who are entitled, under section 226, to hospital
insurance benefits under part A of title XVIII), and (i)
may, at the option of the employer, cover all of the
employees of the employer;

“D) such plan must cover the spouse and de-
pendent family members of any employee (in the case
of an employer plan) or self-employed individual (in the
case of a self-employed plan) covered by the plan;

“(E) such plan (in the case of an employer plan)
must not require or permit any financial participation
in the cost of the plan by any individual covered there-
under;

“(F) such plan (in the case of an employer plan)
must provide that coverage (in the case of a new em-
ployee, his spouse, and dependent family members) will
begin not later than the first day of the first calendar
month which commences more tha.n 380 days after the
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date the employee’s employment commences, and that
coverage of an employee (and of members of his family
who are covered by the plan) will not be terminated by
reason of the sej;mtion of the employee from his em-
ployment by such employer prior to 80 days after the
date of such separation, or (if earlier) the first day after
the date on which such employee first obtains coverage
under another employer plan approved under this part;

“(@) such plan, in the case of any employer plan
(other than an employer plan of a self-insured employ-
er) must be a plan under which there are available to
the employer arrangements for the pooling of risks
under the plan by which his employees are covered
and under the plans by which employees of other em-
ployers are covered so that the premium or other peri-
odic charge payable therefor to the carrier are deter-
mined on a class basis either () without regard to the
payménts or reimbursements for health services re—
ceived by the employer's employees (and family mem-
bers of such employees) covered by the plan, or (ii)
without regerd to the payments or reimbursements for
health services received by the employer’s employees
(and family members of such employees) in excess of a
specified amount agreed to between the employer and

the carrier of payments or reimbursements as to any
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one individual or family and under which the premium
or other periodic charge made under such arrangement

is specifically identified to the purchaser;
“(H) the premium or other periodic charge im-
posed for the pooling arrangements described in clause
(G) shall (in case of any plan other than an employer
plan of a self-insured employer) be stated, to the em-
ployer or self-employed individual subscribing to the
plan, in annual (or more frequent) billings or renewal
notices which shall be expressed in such a manner as
to facilitate a comparison of such premium or charge
with the amount allowable on account of such plan as
a tax credit under section 1403 or section 3114, as the
case may be, of the Internal Revenue Code of 1954.
“(2) In any case where, pursuant to one or more collec-
tive bargaining agreements, health insurance responsibilities
for one or more groups (but not all} of the employees of an
employer have been placed with a laber organization, the
Secrctary may waive the requirement iniposed by paragraph
(IXC)G) with respect to such. group or groups of the employ-
er's employees for such period as may be necessary to enable
the employer and the labor organizations with which he has
collective bargaining agreements a reasonable opportunity so
to arrange health insurance coverage of the employees of the:
employer as to meet the requirement imposed by paragraph
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(IXC)i). The Secretary shall provide technical assistance to,
and recommend procedures to be employed by, such em-
ployer and such organizations in meeting such requirement.

“(3) Approval of the Secretary of any plan (other than
an employer plan of a self-insured employer) shall not be
denied because such plan is provided under arrangements
with carriers involving the plans of two or more employers in
the same industry or under a trust or trade association ar-
rangement.

“(bX1) No employer plan or self-employed plan shall be
approved by the Secretary except on the basis of an applica-
tion for approval submitted by the employer or self-employed
individual (or by a carrier on such person’s behalf) to the
Secretary, which application shall be in such form and con-
tain such information and assurances as the Secretary shall
by regulations require.

“(2) Applications for approval may contain provision for
recommendations of approval, by the insurance department
or similar agency of the State involved; and the Secretary
may employ any such recommendations as a basis for expe-
diting approval of the application with respect to which such
recommendations are made.

“(3XA) The Secretary shall not approve any application
of an employer plan by a self-insured employer unless such
application contains or is supported by proof and assurances
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satisfactory to the Secretary that the employer has the finan-
cial ability to discharge his obligations under the plan and has
the administrative ability effectively to discharge such obliga-
tions.

“(B) The Secretary may, as a condition of approval of
an employer plan by a self-insured employer, require the em-
ployer to deposit in a depository designated by the Secretary
either an indemnity bond or securities (at the option of the
employer) of a kind and in an amount determinéd by the Sec-
retary, and subject to such conditions as the Secretary may
prescribe (which shall include authorization to the Secretary
in case of default of the employer's obligations to provide
benefits under the plan to sell any of such securities sufficient
to discharge such obligations or to bring suit upon such bonds
to procure the prompt discharge of such obligations).

“(c)(1) As used in this section—

“(A) the term ‘catastrophic health insurance’
means a health insurance policy or plan which provides
the coverage which is required pursuant to subsection
(aX1XB); and

“(B) the term ‘cacrier’ includes any nonprofit hos-
pital or medical service corporation.

“(2XA) In order for a carrier to be approved by the
Secretary under this subsection, the carrier must—
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“(i) offer, in each State in which such carrier does
health insurance business, catastrophic health insur-
ance to all individuals and groups on an annual or
shorter contract basis, with the option of the policy-
holder to renew at the expiration of the term of the
policy, and with provision that the coverage so offered
will not be discontinued or denied in the case of any
individual or group except for failure to make timely
payment of premium therefor;

““(ii) provide claims determination procedures with
respect to catastrophic health insurance benefits which
(DD comply with the requirements imposed by section
503 of the Employee Retirement Income Security Act
of 1974 and the regulations issued thereunder by the
Secretary of Labor and (II) are consistent with those
employed by the carrier in its noncatastrophic health
insurance business and which in general are at least as
favorable to claimants as those employed under the
Federal plan established by part A, and

*iii) operate in accordance with procedures satis-
factory to the Secretary for meeting its obligations
with respect to policies of catastrophic health insurance
and for disposition of unearned premiums on such poli-

cies in the event of the discontinuance of such policies
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or the withdrawal of its status as an approved carrier

by the Secretary.

“(B) In order to better enable carriers to meet the re-
quirements imposed by subparagraph (AXi), the Secretary
shall provide to carriers, offering approved plans under this
part, reasonable access to claim data developed under the
Federal plan established by part A.

“(d) Approval of a plan by the Secretary under this sec-
tion shall not have the effect of causing such plan to be a
‘governmental plan’, as that term is employed in and for pur-
poses of title I of the Employee Retirement Income Security
Act of 1974, if such plan would, in the absence of such ap-
proval, not be a ‘governmental plan’, as that term is so em-
ployed.

“(e)1) It shall not be unlawful, under any antitrust law,
for any carrier or group of carriers to enter into or participate
in any pool, reinsurance, or other residual market arrange-
ment, or for any carrier to carry on any activity which is
necessary or appropriate to discharge its functions under any
such arrangement, if-and to the extent that, such arrange-
ment and the activities taken pursuant thereto are confined to
the offering and administration of plans approved by the Sec-
retary under this section.

‘“(2) As used in paragraph (1), the term ‘antitrust law’
means the Federal Trade Commission Act, each statute re-

8. 350——3
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ferred to in section 4 of that Act (15 U.8.C. 44) as an Anti-

trust Act, any other statute of the United States in pari ma-
teris, and any law of any State or political subdivision thereof
which prohibits or restrains contracts, combinations, or other
arrangements in restraint of trade.

“oxn'rmouldns TO THB SECRETARY OF THE TREASURY

“8roc. 2128. (a) Whenever the Secretary approves, or
withdraws approval of, any employer plan or self-employed
plan under this part, he shall submit a certification of his
action to the Secretary of the Treasury.

“(bX1) The Secretary shall, prior to January 1, of each
calendar year, certify to the Secretary of the Treasury the
Table of Values of Catastrophic Health Insurance Coverage
which shall be in effect for such calendar year, together with
such additional data as may be needed by the Secretary of
the Treasury in connection with the administration of sec-
tions 42, 1408, and 3114 of the Internal Revenue Code of
1954.

“(2) The table of values referred to in paragraph (1)
shall be developed, for each calendar year, by the Secretary
and shall, except for such adjustments as the Secrotary shall
deem to be necessary, be the same as the Table of Values of
Catastrophic Health Insurance Coverage which is prepared
and recommended to the Secretary for such year by the Ac-
tuarial Committee established pursuant ‘to section 2124,
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“(8) 'Such table of values developed by the Secretary
shall be made available to all carriers who offer catastrophic
health insurance plans approved under section 2122 and to
all other interested persons. -

“ACTUARIAL COMMITTEE

“Sro. 2124. (a)1) There is hereby established an Actu-
arial Committee which shall consist of five individuals, who
are not otherwise in the empléy of the United States, ap-
pointed by the Secretary.

“(2XA) Members of the Committee shall be persons who
are qualified to perform the functions and duties of the Com-
mittee. No individual shall be a member of the Committee
unless he (i) is enrolled, or meets the conditions for enroll-
ment (other than those relating to pension experience), as an
actuary in the Joint Board for the Enrollment of Actuaries
established by section 8041 of the Employee Retirement
Income Security Act of 1974, and (ii) has significant actuar-
ial experience in the field of health insurance.

“(B) At no time shall more than two members of the
Committee be in the employ of a carrier (as defined in section
2122(cX1XB)) which does health insurance business.

“(8) Members of the Committee shall serve for terms of
4 years, except that of those first appointed, one shall be
appointed for a term of 1 year, one shall be appointed for a
term of 2 years, one shall be appointed for a term of 8 years,
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and two shall be appointed for terms of 4 years. A member
may be reappointed, but no member may serve for more than
2 successive terms. A member appointed to fill a vacancy
shall be appointed only for the unexpired term of his prede-
cessor. A majority of the members of the Committee shall
constitute a quorum thereof and action taken by the Commit-
tee shall be by majority vote of those present and voting. The
Secretary shall, from time to time, designate a member of the
Committee to serve as Chairman thereof.

‘“(4) The Secretary shall furnish to the Committee an
executive secretary and such secretarial, clerical, and other
services as may be required to enable the Committee to carry
out its duties and functions.

“(b)1) Members of the Committee shall each be entitled
to receive the daily equivalent of the annual rate of basic pay
in effect for grade GS-18 of the General Schedule for each
day (including traveltime) during which they are engaged in
the actual performance of duties vested in the Committee.

‘(2) While away from their homes or regular places of
business in the performance of services for the Committes,
members of theACommittee shall be allowed travel expenses,
including per diem in lieu of subsistence, in the same manner
as persons employed intermittently in the Government are
allowed expenses under section 5703(b) of title 5 of the
United States Code.
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“(c) Section 14(a) of the Federal Advisory Cqmmittee
Act shall not apply to the Actuarial Committee established
pursuant to this section.

“(dX1) It shall be the duty and function of the Commit-
tee to prepare and recommend to the Secretary, not later
than October 1 of each year, a Table of Values of Cata-
strophic Health Insurance Coverage which shall be in effect
for the calendar year commencing on the following January
1.

“(2) Such table of values shall establish, for each State,
the actuarial value of one year's catastrophic health insur-
ance coverage for one individual, as estimated for the calen-
dar year for which such table of values is to be in effect, and
shall be designed (with the use of a table of adjustment fac-
tors) to enable employers, carriers, and others involved with
plans approved under section 2122 to determine the actuarial
value of the catastrophic health insurancé coverage provided
under any such plan.

“(8) The value of catastrophic health ingurance cover-
age shall be established by the Committee according to the
best data and information available to it on the‘;basix of the
expected costs or charges for health care services, the ex-
pected utilization of health care services by all persons
having such coverage, the expected administration and claim
payment expenses (including an allowance for risk) applicable
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to plans providing such coverage, and such other information

‘a8 the Committee determines to be relevant. In establishing

such value of coverage in any State, the Committee shall
employ appropriate adjustment factors, which shall be ap-
plied uniformly within the State, to reflect significant cost
differences related to geographic variations and the age and
dependency characteristics of individuals covered under plans
providing such coverage.

‘“(4) The term ‘catastrophic health insurance’, as used in
this section, means health insurance provided under plans ap-
proved under section 2122 which provides that minimum
coverage necessary to meet the requirement imposed in sec-
tion 2122(a1XB).

“(e){1) The Committee shall have the further duty (A) of
reviewing (by random claim or data sample or otherwise) the
marketing and rating practices of plans approved under sec-
tion 2122 with a view to determining whether such practices
unduly or inappropriately restrict, for particular groups, the
availability of coverage under plans approved under such sec-
tion, and (B) upon request of the Secretary of the Treasury,
to assist him in establishing procedures designed to assure
the proper administration of sections 42, 1408, and 8114 of
the Internal Revenue Code of 1954.
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“(2) The Committee shall report to the Secretary its
findings resulting from its review functions, together with
such recommendations as it may have based on such findings.

(b) Section 201(g) of the Social Security Act is amended
by—

(1) inserting after “title XVIII” the first time it
appears the following: “and the Federal Catastrophic
Health Insurance Trust Fund established by title
XXI”; and

(2) inserting after “title XVIII" each time it ap-
pears therein after the first time the following: “‘and
title XXI"".

AMENDMENTS TO INTERNAL BEVENUE CODE OF 1954

Skc. 102. (a)(1) Section 1401 of the Internal Revenue
Code of 1954 (relating to rate of social security tax on self-
employment income) is amended by adding at the end thereof
the following new subsection:

*c) CATASTROPHIC HEALTH INSURANOE.—In addi-
tion to the taxes imposed by the preceding subsections, there
shall be imposed for each taxable year which begins after
December 31, 1980, on the self-employment income of every
individual a tax which is equal to 1 percent of the amount of
the self-employment income of such individual for such tax-
able year.” '
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(2) Such Code is further amended by (A) redesignating
section 1403 thereof (relating to miscellaneous provisions) as
section 1404, and (B) by adding after section 1402 thereof
the following new section:

“SEC. 1403. CREDIT AGAINST CATASTROPHIC HEALTH INSUR-
ANCE TAX,

“(s) ACTUARIAL VALUE OF CATASTROPHIC HEALTH
INSURANCE COVERAGE UNDER APPROVED PLANS FOR THE
SELF-EMPLOYED.—If, during any part of the taxable year
the taxpayer has secured for himself (or for himself and mem-
bers of his family) catastrophic health insurance coverage
under a plan which is approved by the Secretary of Health,
Education, and Welfare under section 2122 of the Social Se-
curity Act, the taxpayer may, to the extent provided in this
subsection and subsection (b), credit against the tax imposed
by section 1401(c) for such taxable year an amount equal to
the actuarial value of such coverage, as determined under the
appropriate Table of Values of Catastrophic Health Insur-
ance Coverage certified by such Secretary pursuant to sec-
tion 2123(b) of such Act.

“(b) Lonaar ox Creprrs.—The total credits allowed a
taxpayer under this section shall not exceed 100 percent of
the tax against which such credits are allowable.”.
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(8) The table of sections for chapter 2 of subtitle A of

such Code i amended by striking out the last item and in-

serting in lieu thereof the following:
“Sec. 1408. Credit against catastrophic health insurance tax.
“Sec. 1404. Miscellansous provisions.”.

(bX1) Section 3111 of such Code (relating to rate of
social security tax on employers) is amended by adding at the
end thereof the following new subsection:

““(c) CATASTROPHIC HEALTH INSURANCE.—

(1) In addition to the taxes imposed by the pre-
ceding subsections, there is hereby imposed on every

employer an excise tax, with respect to having individ-
uals in his employ, equal to 1 percent of the wages (as
deﬁned in section 3121(a)) paid after December 31,
1980, by him with respect to employment (as defined
in paragraph (2)).

“(2) The term ‘employment’, as used in paragraph
(1), shall have the same meaning as when that term is
used for purposes of subsections (a) and (b), except that
the provisions of section 8121(b) shall be applied with-
out regard to the exclusions specified in paragraphs (5),
(6), (8), and (9) thereof.”.
(2) Such Code is further amended by adding after sec-

tion 3118 thereof the following new section:

45-5050-19 - ¢
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“S8EC. 3114. CREDIT AGAINST CATASTROPHIC HEALTH INSUR-

ANCE TAX.

“(8) ACTUARIAL VALUE OF CATASTROPHIC HRALTH
INSURANCE COVERAGE FOR EMPLOYERS UNDER APp-
PROVED EMPLOYER PLANS.—If, during any period the tax-
payer has secured for any or all of his employees (and for
family members of such employees) catastrophic health insur-
ance coverage under an employer plan approved by the Sec-
retary of Health, Education, and Welfare under section 2122

.of the Social Security Act, the taxpayer may, to the extent

provided in this subsection and subsection (b), credit against
the tax imposed by section 3111(c) for such period an amount
equal to the actuarial value of such coverage, as determined
under the appropriate Table of Values of Catastrophic Health
Insurance Coverage certified by such Secretary pursuant to
section 2123(b) of such Act.

~ “(b) Lnart oN CrEDITS.—The total credits allowed to
a taxpayer under this section shall not exceed 100 percent of
the tax against which such oredits are allowable.

“(c) PAYMENTS BY STATES.—For purposes of this sec-
tion, any State which has a State law approved by the Secre-
tary of the Treasury under section 2108 of the Social Secu-
rity Act shall be deemed to be a taxpayer to which the tax
imposed by section 8111(c) applies, and any payments which
such State is obligated to make to the Tressury pursuant to
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such State law shall be deemed to be an obligation to pay
such tax.”.

(8) The table of sections for subchapter B of chapter 21
of subtitle C of such Code is amended by adding immediately
after the last item the following:

“Sec. 8114. Credit against catastrophio health insurance tax.”.

(cX1XA) Subpart A of part IV of subchapter A of chap-
ter 1 of the Internal Revenue Code of 1954 (relating to cred-
its allowed) is amended by renumbering section 42 as 43, and
by inserting after section 41 the following new section:

“SEC. 42. CATASTROPHIC HEALTH INSURANCE TAX.

“There shall be allowed to the taxpayer, as a credit
against the tax imposed by this chapter for the taxable year,
an amount equal to 50 percent of the aggregate of the
amounts of the tax, imposed by sections 1401(c) and 3111(c),
paid by the taxpayer during the taxable year. For purposes of
this-section, any credit allowed the taxpayer for the taxable
year under section 1403 shall be regarded as an amount of
the tax, imposed by section 1401(c), paid by the taxpayer for
the taxable year; and any credit allowed the ta.xpa.jer for the
taxable year under section 3114 shall be regarded as an
amount of the tax, imposed by section 3111(c), paid by the
taxpayer for the taxable year. Any amounts allowed as a
credit under this section shall not be allowed as a deduction
under section 164. A State which, for the taxable year, has



R Ot B W D

8

9
10
11
12
18
14
15
18
17
18
19
20
21
22
23
24

46

44
made contributions pursuant to a State law approved under
section 2108 of the Social Security Act shall be regarded as
a taxpayer for purposes of this section.”. . .
(B) The table of sections for such subpart is amended by
striking out the last item and inserting in lieu thereof the
following:

“Bec. 43. Oatastrophic health insurance tax.
““Bes. 43. Overpayment of tax.”.

(2) Section 6201(aX4) of such Code (relating to assess-
ment authority) is amended by—
(A) inserting ‘“‘or 42" after “section 39" in the
caption of such sections; and
(B) striking out “oil,” and inserting in lieu thereof
“oil) or section 42 (relating to catastrophic health in-
surance tax),”.
(8) Section 6401(b) of such Code (relating to excessive
credits) is amended by—
(A) inserting after “lubricating oil)” the following:
“, and 42 (relating to catastrophic health insurance
,"'; and
(B) striking out “‘sections 31 and 39" and insert-
ing in lieu thareof “‘sections 31, 89, and 42".
TITLE II—MEDICAL ASSISTANCE PLAN FOR
LOW-INCOME PEOPLE
Seoc. 201. (a) Effective October 1, 1989, title XIX of
the Social Security Act is amended to read as follows:



© @ =1 S Ot e W N

[ - JN - T - T - B - B R T T S S S G G W O PO Y
O B 0N = O W O I DR W D = O

47

45
“TITLE XIX—MEDICAL ASSISTANCE PLAN
FOR LOW-INCOME PEOPLE
“PART A—GENERAL PrOVISIONS
“PUBPOSE

“Skc. 1901. It is the purpose of this title to provide, for
low-income individuals and members of low-income families,
assistance toward the costs of necessary hospital, skilled
nursing facility, medical, and other health care services.

“FBEE CHOICE BY PATIENT GUARANTEED

“Sec. 1802. Any individual entitled to benefits under
this title may obtain health services provided hereunder from
any institution, agency, or person qualified to participate
under this title in accordance with reimbursement and service
requirements if such institution, agenocy, or person undertakes
to provide him such services. The provisions of the preceding
sentence shall not be applicable in the jurisdiction of Puerto
Rico, the Virgin Islands, or Guam for any period with re-
spect to which there is in effect an election (submitted to the
Secretary in such form and manner as he shall by regulations
prescribe) by the Governor of such jurisdiction that such pro-
visions not be applicable to such jurisdiction.

““OPTION OF INDIVIDUALS TO OBTAIN OTHER HEALTH
INSURANCE PROTECTION

““SE0. 1903. Nothing contained in this title shall be con-

strued to preclude any State from providing, or any individu-
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al from purchasing or securing (through collective bargaining
or otherwise), protection against the cost of any health
services.
“PART B—DESCRIPTION OF MEDICAL ASSISTANCE PLAN
" “ELIGIBLE INDIViDUALS
“8roc. 1910. (s) Every ‘medicaid eligible’ (as defined in
section 1916 (a)) shall be eligible for the health benefits pro-
vided under this title in the manner prescribed by section
1916. Every individual who—

“(1) is (A) a low-income individual, or (B) a
member of a low-income family,

“(2) is a resident of the United States, and is
either (A) a citizen or (B) an alien lawfully admitted
for permanent residence or otherwise permanently re-
siding in the United States under color of law (includ-
ing any alien who is lawfully present in the United
States as a result of the application of the provisions of
section 203(al7) or section 212(dX5) of the Immigra-
tion and Nationality Act), and

“(8) has filed (in the case of a low-income individ-
ual), or has had filed in his behalf by an appropriate
person an application under this title (filed in such form
and manner and containing such information as the

Secretary shall by regulations prescribe),
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shall be eligible for the health benefits provided under this
title for the benefit period (as determined under subsection
(dX2)) to which such application is applicable; except thg.t no
such individual shall be entitled to such benefits on account of
services received by him during any period with respeét to
which he does not meet the condition imposed by paragraph
(2) of this subsection.

“(b) Whenever the Secretary approves any application
(referred to in subsection (a)3)), he shall issue a health bene-
fits card to each individual who, by reason of such applica-
tion, is eligible for a benefit period to the health benefits pro-
vided by this title. Such health benefits card which shall be
used to assist in identifying an eligible individual, shall identi-
fy the individual or family member to whom it is issued (by
name, sex, age, and social security account number and such
criteria as the Secretary shall by regulations prescribe) as
being eligible for such benefits for such period.

‘“{c) An application (referred to in sub;eclgion (aX8)) on
behalf of the members of a low-income family. shall be filed by
the head of such family or by such other appropriate person
as the Secretary shall by regulations specify.

“(d1XA) Any application (referred to in subsection
(aX3)) shall be filed with respect to—

() the coverage year in which the application is
filed, or
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1 ‘(i) the coverage year immediately following the
2 coverage year in which the application is filed and
8 which begins not later than 60 days after the date on
4 which such application is filed.
) ‘(B) As used in this subsection and section 1911, the
6 term ‘coverage year' means the 12-month period beginning
7 April 1 of any year.
8 “(2) The benefit period of any individual resulting from
9 the filing of an application (referred to in subsection (s)3)),
10 shall commence—
11 “(A) on the first day of the first month in which
12. the application is filed, or
13 “(B) if earlier, the first day of the third month
14 prior to the month in which the application is filed and
15 in which such individual or the family of which he is a
168 member first met the conditions imposed by section

17 1910(s) (1) and (2),
18 and shall end on whichever of the following is earlier—

19 “(C) the close of the coverage year with respect
20 to which such application is filed, or
21 (D) such date as may be specified in regulations

22 of the Secretary (promulgated in accordance with the
98 provisions of section 1911(d), if such individual, prior
24 to the date referred to in clause (C), ceases to meet the
25 applicable condition imposed by subsection (aX1), or
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fails to submit reports which the Secretary deems to be

necessary or useful to enable him to determine whether

such individual continues to meet the conditions im-

posed by subsection (a) (1) and (2);
except that, if on the date that any individual’s benefit period
would (as determined under the preceding provisions of this
paragraph) end, such individual is an inpatient in a health
care institution (which is a hospital, skilled nursing facility, or
intermediate care facility) participating under title XVIII or
this title, such individual’s benefit period shall not end until
the day following the first day, after such date, that such
individual either is no longer an inpatient in or no longer
requires care in such an institution.

“DETERMINATIONS OF ELIGIBILITY

“Sec. 1911. (a) Whenever an application (referred to in
section 1910(a)X3)) has been filed by or on behalf of an indi-
vidual or on behalf of the members of a family, the determi-
nation of whether such individual or such family meets the
applicable condition imposed by section 1910(s) (1) (A) or (B)
shall be based on the actual income of the individual or family
for the 2-month period immediately preceding the date of
filing of the application and the prospective income of the
individua! or family for the 2-month period immediately fol-
lowing such date.

8. 850——4
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“(b) An individual shall be deemed, for purposes of sub-
gection (a), to have no income for the 2-month period immedi-
ately preceding the date of the filing of an application (re-
ferred to in section 1910(a)3)) if—

‘(1) at the time such application is filed by such
individual, he is not a member of a family, and

“(2) during all of such 2-month period (A) such
individual was a member of a family, (B) was not regu-
larly employed, and (C) was not the head of such
family.

‘“(c) The Secretary, in determining (for purposes of sub-
section (a)) the prospective income of any individual or
family, may take into account current income (if any) and
other relevant factors (including, in appropriate cases, actual
income for preceding periods).

“(d) An individual (referred to in section 1910(dX2)D))
shall be deemed not to have ceased to meet the applicable
condition imposed by section 1910(a)1) in a current coverage
year because the income of such individual or of the family of
which he is a member, as the case may be, has increased, if
such income, as 8o increased, does not exceed 120 per
centum of the maximum amount of income which such indi-
vidual (or such family) can receive while still being a ‘low-
income’ individual or family (as the case may be). The pre-
ceding sentence shall apply also to decreases in family
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income maximums brought about by a diminution in the
number of members thereof, except that a diminution in the
number of members of a family of not more than one such
member ‘during a benefit period shall not affect the eligibility
of the feinaining members of such family during the remain-
der of such benefit period.
‘ ““8COPE OF BENEFITS
“S8Ec. 1912. The benefits provided to an individual eli-
gible in any benefit period under this title shall consist of
eligibility to have payment made (subject to the provisions of
this title) on his behalf for—
‘“(a) necessary inpatient hospital services for not
more than 60 days during a benefit period;
“‘(b) medical and other health services;
““(c) skilled nursing facility services;
‘/(d) home health services;
‘/(e) intermediate care services;
‘(N mental health services;
“(g) pre-natal and well-baby care; .
‘“(h) family planning counseling, services, and
supplies;
“@) in the case of eligible children under age 18,
early and periodic screening, diagnosis, and treatment;

and
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““(j) payment of any premium imposed under part
B of title XVIII for coverage under the insurance pro-
gram established by such part;
and to have reimbursement made to him in an amount equal
to one-half of the amount (i) of the actuarial value, as deter-
mined under the appropriate Table of Values of Catastrcphic
Health Insurance Coverage certified by the Secretary pursu-
ant to section 2123(b), of catastrophic health insurance cov-
erage for any period for such individual (or such individual
and family members) under & self-employed plan approved by
the Secretary under section 2122, and (i) paid by such indi-
vidual (and by family members) as taxes imposed on his or
their self-employment income by section 1401(c) of the Inter-
nal Revenue Code of 1954.
“‘OOPAYMENT REQUIREMENTS
“Sec. 1913. (aX1) Any individual or family who, for
any coverage year, is eligible for the health benefits provided
by this title shall be responsible for the first $3 of the cost
incurred for a visit for physicians’ services (other than as an
inpatient) if such vigit is not for the purpose of securing ap-
propriate well-baby care, family planning services, or serv-
ices described in section 1912(i). Such $3 copayment shall be
applicable only to each of the first ten visits of any individual
or family for physicians’ services. In the case of an individual

covered under title XVIII, the copayment or deductible re-



65

53
quirements of this section shall apply to the extent they are
less than the copayment required under title XVIII.

*(2) In the case of any individual who—

‘“(A) is, for any benefit period, entitled to the
health benefits provided under this title,

“(B) is not a member of a family or is a member
of a family all of whose members meet the require-
ments of subparagraph (C),

- ‘YC) for a continuous period in excess of 60 days
(whether or not in the same benefit period), is an inpa-
tient in an institution which is a hospital, skilled nurs-
ing facility, or intermediate care facility,

there shall be imposed in each month (which begins after
such period) in which he is an inpatient in such an institution
a special copayment, with respect to health care services in
such institution to which he is entitled under this title during
each month, equal to the amount by which his cash income
for such month exceeds $50.

“(b) The amount payable under this title with respect to
physicians’ services ﬁhere a copayment is required by sub-
section (a}(1) or (a}(2) shall be reduced by an amount (if any)
equal to the copayment imposed.

“RESIDUAL NATURE OF BENEFITS

“SEc. 1914. Amounts otherwise payable under this title

with respect to any item or service specified in clauses (a)
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through () of section 1912 provided to an individual during
any benefit period shall be reduced by the amount which is
paid (or upon claim by the individual, or a person claiming on
his behalf, would be payable) under any other public or pri-
vate insurance or health care benefits plan by which such
individual is covered (including the insurance program estab-
lished by title XVIII, the program established by part A of
title XXI, and any workmen’s compensation law), except
that payments under this title shall be primary in the case of
a State program designed to supplement (through higher
income tests) the eligiblity of this program.

“SPECIAL PROVISIONS BELATING TO MEDICAID ELIGIBLES

“8rc. 1915. (a) For purposes of this section and the
first sentence of section 1910(a), the term ‘medicaid eligible’
means an individual (whether as a member of s family or
otherwise) who, for any month after December 1980 and
prior to October 1881, was determined to be eligible for as-
sistance under a State plan approved under this XIX (as in
effect prior to October 1, 1981).

“(b) Notwithstanding any other provision of this title,
any individual who is & medicaid eligible shall (subject to
subsection (c)) be eligible for the health insurance provided by
this title for any period after Sepiember 1981 if, for such
period, such individual—



© O I A N B W N

10
11
12
18
14
16
16
17
18
19

21

57

55

‘(1) meets the requirements imposed (or deemed
by Federal law to be imposed) as a condition of eligi-
bility for assistance under the State plan under which
his status as a medicaid eligible is established, as such
plan was in effect for S8eptember 1981,

“(2) does not meet such requirements but would
meet such requirements except for the amount of his
income (or the income of the family of which he is a
member), if his income (or the income of the family of
which he is a member) does not exceed 105 per
centum of the maximum applicable income standard
imposed as a condition of eligibility under such require-
ments as in effect for September 1980, or (if greater)
for September 1981,

except that no individual shall, by reason of the provisions of
this subsection, be deemed to be eligible for health benefits
under this title unless such individual meets the requirements
of section 1910(a}2) and there has been filed (in the manner
provided by section 1910(aX3)) by or on behalf of such indi-
vidual an application for benefits under this title with respect
to such period.
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“PART O—CONDITIONS AND LIMITATIONS ON PAYMENT,

AND ADMINISTRATION
“BASIS FOR PAYMENT FOR HRALTH SERVICES

“S8e0. 1920. (a) Except as is otherwise provided in sub-
section (d), covered health care services provided to individ-
uals insured under this title shall, in the case such services
are provided by a provider of service (as defined in section
1861(u)) or an intermediate care facility, be paid for on the
basis of the reasonable cost subject to the limitations other-
wise provided under title XVIII for such services and, in the
case such services are provided by a person (other than a
provider of service or an intermediate care facility), be paid
on the basis of the reasonable charge (subject to the limita-
tions with respect thereto imposed under title XVIII).

“(b) In the event that such amounts are not payable due
to the failure of the individual or family to enroll in a health
insurance plan for which he or such family was otherwise
eligible, and to the extent such coverage would have been in
effect during the benefits period, and in which his or such
family’s premium or rate liability was 25 per centum or less
(or failure to enroll in part B of title XVIII) amounts other-
wise payable under this title shall be reduced by not more
than $250 in a benefit period.
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1 “(c) As used in subsection (a), the term ‘reasonable cost’
2 shall have the same meaning as when such term is employed
8 in title XVIIL
4 “(dX1) To the extent that the regulations of the Secre-
5 tary promulgated pursuant to paragraph (2) are applicable to
6 a skilled nursing facility or an intermediate care facility, cov-
7 ered services furnished by such facility shall be paid on the
8 cost-related basis established under such regulations rather
9 than on the basis of reasonable cost.
10 “(2) In the interest of the efficient and economical ad-
11 ministration of this title, the Secretary shall promulgate regu-
12 lations under which covered services furnished by all or one
18 or more types or classes of skilled nursing facilities or inter-
14 mediate care facilities in any area (consisting of one or more
15 States) will be paid for on a reasonable cost-related basis, as
16 determined in accordance with methods and standards pre-
17 scribed in such regulations.

18 ‘‘CONDITIONS OF AND LIMITATION ON PAYMENT FOB
19 SERVICES
20 “Sro. 1921. (a) Services and the payment therefor

21 under this title are subject to the same conditions and limita-
22 tions as those imposed by sections 1814, 1834, and 1835
23 with respect to services, and the payment therefor, provided
24 under title XVIII. ' '

45-5030-19 -8
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“(b) No payment shall be made under this title to any
person on account of any health care service furnished by
such person to an individual who is covered under this title
for such service unless such person accepts the amount of

such payment, together with any co-payment required under

- gection 1918 with respect to such service, as payment in full

for such service. Whenever payment under this title is made

in supplementation of a payment made under any insurance

program (whether public or private) for a service, the amount

of the payment under this title shall not bé in excess of

amount which would be paid had such service been provided

under this title, and no person accepting such payment as

payment for such service shall charge any amount in excess

of the amount so paid to the individual receiving such service.

“(o) If any eligible individual (as determined under sec-

tion 1910) who is & low-income individual or a member of a

low-income family (as determined without regard to section
1932) is enrolled in—

“(1) a health maintenance organization which

meets the applicable requirements of section 1876, or

“(2) an organization which (A) provides medical

and other health services (or arranges for their avail-

" ability) on a prepayment basis, and (B) receives and

prior to September 1, 1978, received, payments under
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part B of title XVIII under the authority contained in

section 1833(a}1XA),
the Secretary may, in lieu of making payments for health
benefits on behalf of such individual as provided in other pro-
visions of this title, make payment therefor in the manner
authorized by section 1876 for any period, during which he is
8o enrolled, and for which he is such an eligible individual.

“{c) Payments under this title may not be made for
services provided by any group practice unit unless such unit
meets the applicable requirements of section 1876.

‘““ADMINIBTRATION AND QUALITY CONTROL

“Src. 1922. (s) The provisions of this title shall (subject
to the provisions of section 702(b)) be administered by the
Secretary.

“(b) The provisions of title XVIII (and other provisions
of law applicable to the health insurance programs estab-
lished by such title, including part B of title XI) relating to
utilization and professional review and conditions of partici-
pation required with respect to persons or providers of health
gervices under title XVIII, shall be applicable to all health
services provided under this title.

“(c) To the maximum extent practicable, the Secretary,
in the administration of this title, shall utilize and otherwise
coordinate with the procedures employed in the administra-
tion of the health insurance programs established by title
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XVIII (including the procedures for certification of providers
of service), and shall have the same authority (except as oth-
erwise specifically provided) as that conferred upon him with
respect to the administration of the insurance programs es-
tablished by title XVIII.
“REQUIBEMENTS FOR CARRIERS AND INTERMEDIABIES

“Sec. 1923. (a) The Secretary, in the administration of
this title, shall, whenever he determines that the interests of
quality of service to eligible individuals or program economy,
or efficiency of administration would be furthered, require
consolidation of activities on the part of carriers (utilized pur-
suant to authority contained in section 1842) and agencies or
organizations (utilized pursuant to authority contained in sec-
tion 1816) in geographic regions with minimum size popula-
tions of individuals covered under this title and under the
insurance programs established by title XVIII,

“(b) No private carrier or other organization shall after
the 3-year period which commences on the date of enactment
of this section, be utilized in the administration of this title or
title XVIII unless such carrier or other organization is an
‘approved carrier’ under section 1505.

““MEDICAL COVERAGE TRUST FUND

“Src. 1924. (a) There is hereby created on the books of
the Treasury of the United States a trust fund to be known
as the Medical Coverage Trust Fund (hereinafter in this sec-
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tion referred to as the ‘Trust Fund'). The Trust Fund shall
consist of such gifts and bequests as may be made as pro-
vided in section 201(iX1), and such amounts as may be de-
posited in, or appropriated to, such fund as provided in sec-
tions 1925 and 1026,

“(b) With respect to the Trust Fund, there is hereby
created a body to be known as the Board of Trustees of the
Trust Fund (hereinafter in this section referred to as the
‘Board of Trustees’) composed of the Secretary of the Treas-
ury, the Secretary of Labor, and the Secretary of Health,
Education, and Welfare, all ex officio. The Secretary of the
Treasury shall be the Managing Trustee of the Board of
Trustees (hereinafter in this section referred to as the ‘Man-
aging Trustee’). The Commissioner of Social Security shall
serve as the Secretary of the Board of Trustees. The Board
of Trustees shall meet not less frequently than once each
calendar year. It shall be the duty of the Trustee to—

“(1) hold the Trust Fund;

“(2) report to the Congress not later than the first
day of July of each year on the operation and status of
the Trust Fund during the preceding fiscal year and on
its expected operation and status during the current
fiscal year and the next 2 fiscal years;
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‘/(8) report immediately to the Congress whenever
the Board is of the opinion that the amount of the
¢ Trust Fund is unduly small; and
“(4) review the general policies followed in man-
aging the Trust Fund, and recommend changes in such
policies, including necessary changes in the provisions
of law which govern the way in which the Trust Fund
is to be managed.
The report provided for in paragraph (2) shall include & state-
ment of the assets of, and the disbursements made from, the
Trust Fund during the preceding fiscal year, an estimate of
disbursements to be made from the Trust Funds during the
current coverage year and each of the next 2 fiscal years.
Such report shall be printed as a House document of the
session of the Oong;ress to which the report is made.

“(c) The Managing Trustee shall pay from time to time
from the Trust Fund such amounts as the Secretary of
Health, Education, and Welfare certifies are necessary to
make the payments of benefits provided for in this title, and
the payments with respect to administrative expenses in ac-
cordance with section 201(gX1).
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“STATE CONTRIBUTIONS TO MEDICAL OOVEBAGE TRUST

FUND, AND TO CATASTROPHIC HEALTH INSURANCE

TRUST FUND

“8go. 1925. (a) In order for individuals residing in any
State to receive for any period the benefits provided by this
title, there must be in effect for such period an agreement
between such State and the Secretary entered into under this
section.

‘““(b) Any agreement between the Secretary and a State
under this section shall provide that the State will (subject to
subsection (c)) pay, with respect to each fiscal year for which
such agreement is in effect, to the Secretary of the Treasury
at such time or times as may be specifed in the agreement,
an amount equal to—

“(1) in case such State is a State which (for the
fiscal year ending September 30, 1980, or September

80, 1981, had in effect a State plan approved under

title XTX, as in effect prior to the effective date of the

program established by this title) the sum of the fol-
lowing:

“(A) an amount equal to (i) the total amount
expended from non-Federal funds for the purpose
of providing (under such State plan to persons eli-
gible under such plan) services of the types for
which coverage is provided by this title, for the
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four-quarter period ending September 30, 1980,
or (ii) if greater, the total amount expended from
non-Federal funds for such purpose for the four-
quarter period ending September 80, 1981, plus
‘“B) an amount equal to one-half of (i) the
total amount expended (as determined by the Sec-
retary) from non-Federal public funds for the pur-
pose of providing, for individuals not covered
under such plan but who are eligible under this
title, services of the types for which coverage is
provided by this title, for the four-quarter period
ending September 30, 1980, or (i) if greater, the
total amount expended (as determined by the Sec-
retary) from non-Federal funds for such purpose
for the four-quarter period ending September 30,
1981; and
“(2) in case such State did not, for the fiscal year
ending September 30, 1980, or September 30, 1981,
have in effect & State plan referred to in paragraph (1),
(A) the total amount expended (as determined by the
Secretary) from non-Federal funds for the purpose of
providing services of the types for which coverage is
provided by this title for persons eligible under this
title, for the four-quarter period ending September 30,
1980, or (B) if greater, the total amount expended (as
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determined by the Secretary) from non-Federal funds

for such purpose for the four-quarter period ending

September 30, 1981.

“(c) The amount payable by any State under subsection
(b) with respect to a coverage year shall be reduced by an
amount equal to one-half of the amount expended by such
State during such coverage year from non-Federal funds in
providing to individuals in such State services of a type—

*(1) which is not covered under this title, but
“(2) with respect to the cost of which there could
have been Federal financial participation under title

XIX (as in effect prior to the effective date of the pro-

gram established by this title) if such type of service

had been included in a State’s plan approved under
such title XTX.

“(d) Amounts paid to the Secretary of the Treasury
under this section shall be deposited by him in the Medical
Coverage Trust Fund.

“APPROPRIATIONS TO MEDICAL COVERAGE TRUST FUND

“SEc. 1926. There are authorized to be appropriated
for each fiscal year to the Medical Coverage Trust Fund such
sums a8 may be necessary to carry out the program estab-
lished by this title.
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“MINIMUM PAYMENTS

“Sgc. 1927. If the amount payable to an insured indi-
vidual at any particular time as benefits under this title is less
than $5, no payment shall be made to him until such time as
the payment to which he is entitled as such benefits is $5 or
more.
“OPTOMETRISTS' SERVICES PROVIDED IN CERTAIN SBTATES

“Sec. 1928. In the case of any State which—

(1) does not provide for the payment of optom-
etrists’ services furnished to individuals who are eligi-
ble for benefits under the medical assistance plan for
low-income people established by this title,

“(2) during all or some part of the 2-year period
ending on the effective date of such medical assistance
plan, did provide, under its State plan approved under
title XIX (as in effect prior to such effective date),
payment of optometrists’ services,

the term ‘physicians’ services’, as employed in such medical
assistance plan established by this title, shall, with respect to
individuals residing in such State, be deemed to include any
service which is furnished by an optometrist, if—

*(8) such service is one which an optometrist is
legally authorized to perform,

“(4) such service would constitute ‘physicians’

services’, as that term is employed in such medical as-
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sistance plan established by this title, if it had been
performed by a physician.
“PART D—DEFINITIONS AND MISCELLANEOUS

Provisions

“MEANING OF ‘LOW-INCOME INDIVIDUAL’ AND ‘MEMBER

OF A LOW-INCOME FAMILY'
“S8gc. 1930. (a) For purposes of section 1910(a)}1XA),

the term ‘low-income individual’ means an individual—

“(1) who is not a member of a family (as deter-
mined under subsection (bX1)), and
“(2) whose income is at a rate of not more than
$3,000 for the calendar year 1981 or any calendar
year thereafter.
*“(b) For purposes of section 1910(a}1XB)—
(1) the term ‘family’ means two or more individ-
uals who are—
“(A) related by blood, marriage, or adoption,
and
“(B) living in a place of residence maintained
by one or more of them as his or their own home;
“(2) the term ‘member’, when used in reference to
& family, means an individual described in paragraph
(1), and
“(8) the term ‘low-income’, when used in refer-

ence to a family, means a family, the aggregate income
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of all the members of which is at a rate of not more
than—
“(A) in case there are only two members of
such family, $4,200, or
“(B) in case there are only three members of
such family, $4,800, or
“(C) in case there are only four members of
" such family, $5,400, or
“(D) in case there are more than four mem-
bers of such family, an amount equal to $5,400
plus $400 for each member of such family in
excess of four. '

“(c) The Secretary may prescribe the circumstances
under which, consistent with the purposes of this title and in
the same manner as authorized in section 1611(d), the gross
income of an individual or family from a trade or business
(including farming) will be considered sufficiently large. to
cause such individual or family not to be regarded as a ‘low-
income mdiﬁduﬂ', or a ‘low-income family’, even though
such individual’s or family’s income does not exceed the ap-
plicable dollar amount prescribed in subsection (a)X2) or (b)3).

“(d) In the case of jurisdictions of the Commonwealth of
Puerto Rico, the Virgin Islands, and Guam, the amounts set
forth in subsection (:X3) (A), (B), (C), and (D) shall each be
deemed to be reduced to such amount as the Secretary deter-
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mines to be appropriate to assure that the ratio of individuals
and families in any such juriz;diction who meet the criteria for
low income (for purposes of this title) to the total population
of such | jurisdiction is not greater than the ratio of individuals
in that State of the United States which has the highest such
ratio of individuals who meet such criteria to the total popu-
lation of such State.
“MRANING OF ‘INCOME’

“8ec. 1931. (a) For purposes of this title, ‘income’
means (subject to subsection (b)) both earned income and un-
earned income; and—

“(1) ‘earned income’ means only—

“(A) wages as determined under section
203(f5XC); and

“(B) ‘net earnings from self-employment’, as
defined in section 211 (without application of the
second and third sentences following subsection
(aX10), and the last paragraph of subsection (a)),
including earnings for services described in para-
graphs (4), (5), and (6) of subsection (c); and
“(2) ‘unearned income’ means all other income,

including—

“(A) support and maintenance furnished in

cash,
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“(B) any payments received as an annuity,

pension, retirement, or disability benefit; including
veterans’ compensation and pensions; workmen's
compensation payments; old-age, survivors, and
disability insurance benefits; railroad retirement
annuities and pensions; and unemployment insur-
ance benefits,
“(C) cash gifts, support and alimony pay-
ments, and inheritances, and
‘(D) rents, dividends, interest, and royalties.
“(bX1) In determining, for purposes of this section, the
income of any individual or family, for any period of time,
there shall be excluded—

“(A) the aggregate value of any cash gifts which
do not exceed $240, if such period of time is equal to
12 months, or, if such period of time is less than 12
months, then an amount which bears the same ratio to
$240 as such period bears to 12 months, and

‘“(B) any scholarship, grant, fellowship, or loan
received for use in paying for tuition, books, and relat-
ed fees at any educational (including technical or voca-
tional education) institution.

“(2) For purposes of paragraph (1) and subsection (a)—

“(A) a loan of $240 or more (or aggregate there-
of) shall be regarded as a gift if such loan—
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“(i) is unsecured (or is without adequate se-
curity), or .

“(ii) bas no maturity date; and
“(B) in the case of a loan which—

““(i) bears no interest, or '

“(ii) bears interest at a rate which is not
more than one-half of the prevailing rate of inter-
est imposed with respect to similar loans,

the recipient of such loan shall be regarded as having
received, a8 a gift, an amount, with respect to any
period of time, equal to the excess of—

“(iii) the amount of interest which would
have been payable by him, with respect to such
period, on such loan if such loan bore a rate of
interest equal to the prevailing rate of interest im-
poseﬂ (as of the time sﬁch loan was made) with
respect to similar loans, over

‘““@iv) the amount of interest (if any) payable
by him, with respect to such period, on such loan.

“SPEND-DOWN REQUIREMENT

“8rc. 1932. (a) For purposes of determining eligibility,

22 the amount of the income of any individual or family (as de-
23 termined under section 1931) shall be reduced by an amount
24 equal to such individual’s or family’s incurred health care ex-
25 penses to the extent such expenses constitute a legal obliga-
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tion and are not payable by any other third party payor
(whether public or private) (as determined under subsection
(b)) for the benefit period with respect to which such individ-
ual’s or family’s income is determined.
“(b)X1) The term ‘health care expenses’, when applied to
any individual or iamily, means (subject to paragraphs (2)
and (3)) reasonable expenditures by or on behalf of such indi-
vidual or the members of such family (as the case may be) for
any of the following:
- “(A) inpatient hospital services (including services
in an institution for tuberculosis or mental diseases),
““(B) outpatient hospital services,
“(C) other laboratory and X-ray services,
(D) skilled nursing facility services,
“(E) physicians’ services furnished by a physician
(as defined in section 1861(rX1)), whether furnished in
the office, the patient’s home, a hospital, or a skilled
nursing facility, or elsewhere,
“/(F) optometrists’ and podiatrists’ services,
‘(@) home health services,
““(H) private duty nursing services,
‘(D olinic services,
“(J) dental services,
“(K) physical therapy:_speech, pathology, and au-

diology services,
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“(L) prescribed drugs, dentures, durable medical
equipment and related supplies, and prosthetic devices,
and eyeglasses prescribed by a physician skilled in dis-
eases of the eye or by an optometrist,

“(M) other rehabilitation services,

“(N) intermediate care facility services,

“(0) inpatient psychiatrio hospital services,

“(P) health insurance premiums, or

“(Q) ambulance service.

10 “(2) For purposes of paragraph (1), the expenditure for

© W N A A W D =

11 any item or service specified therein means—

12 “(A) in case payment for such item or service has
18 been made prior to the time the determination of
14 health care expenses (which includes such item or
15 service) is made, the amount actually paid for such

16 item or service,
17 “(B) in case payment for such item or service has
18 not been made at such time and such item or service is

19 of a type which is covered under the health coverage
20 plan established by this title, whichever of the follow-
21 ing is the lesser:

22 “(i) the actual charge for such item or serv-
28 ice, or
24 “(ii) the reasonable charge or reasonable cost

. 25 (as the case may be) for such item or service as

43-305 O -T9 -8
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determined under this title when such item or

service is provided as an item or service covered
under such health plan.

“(3) The term ‘health care expenses’ also includes an
amount equal to one-half of the amount (A) of insurance pre-
miums paid by or on behalf of an individual for catastrophic
health insurance coverage for such individual (or for such in-
dividual and family members) under a self-employed plan ap-
proved by the Secretary urder section 2122, and (B) paid by
an individual as taxes imposed on his self-employment
income by section 1401(c) of the Internal Revenue Code of
1954,

“(c) The health care expenses (as determined under the
preceding provisions of this section) may, in the case of any
individual, be determined on a prospective basis for any
future period for which such individual's income (or the
income of the family of which an individual is a member) is

determined, but only if such individual is determined (in so-

cordance with regulations of the Secretary) to be an individu-
al who, on the basis of his recent past medical history, can be
expected, for such future period to require inpatient institu-
tional care for all or & substantial part of such future period.
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_ “INPATIENT HOSPITAL SERVICES
“Sec. 1938. For purposes of this title, the term ‘inpa-
tient hospital services’ shall have the meaning assigned to
such term by section 1861(b).
““HOSPITAL
“Sko. 1934. For purposes of this title, the term ‘hospi-
tal’ means an institution which meets the requirements set
forth in clauses (1) through (9) of section 1861(c).
“MEDICAL AND OTHER HEALTH SERVICES
“Sro. 1935. For purposes of this title, the term ‘medi-
cal and other health services’ shall have the meaning as-
signed to such term in so much of section 1861(s) as precedes
the last sentence thereof; except that such term shall include
(1) such physician’s and other services, diagnostic X-ray
tests, diagnostio laboratory tests, and other diagnostic tests
as are involved in provid'ing appropriate we!l-baby care (as
determined in accordance with regulations of the Secretary)
and (2) outpatient rehabilitation services.
“SKILLED NURSING FACILITY SBRVIOES

“Sec. 1936. For purposes of this title, the term ‘skilled
nursing facility services’ means the items and services which
(1) are described in clauses (1) through (7) of section 1861(h),
and (2) are furnished by a skilled nursing facility; excluding,

however, any item of service if it-would not be included
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under section 1861(b), if furnished to an inpatient of a
hospital.
“SKILLED NUBSING FACILITY

“Sec. 1937. For purposes of this title, the term ‘skilled
nursing facility’ means an institution (or a distinct part of an
institution) which meets the criteria set forth in section
1861()).

“HOME HEALTH SERVICES

“Sro. 1938. For purposes of this title, the term ‘home
health services’ shall have the meaning assigned to such term
in section 1861(m); except that the term ‘skilled nursing fa-
cility’, as used in clause (7) of such section, shall be deemed
to include a skilled nursing facility (as defined in section
1937); except that such term shall not include any term or
service if it would not be included under section 1932 if fur-
nished to an inpatient of & hospital.

“HOME HEALTH AGENCY

“Sec. 1939. For purposes of this title, the term ‘home
health agency’ shall have the meaning assigned to such term
in section 1861(o).

“PHYSICIANS’ BEBVICES

“8ec. 1940. For purposes of this titie, the term ‘physi-

cians’ gervices’ means professional services performed by

physicians, including surgery, consultation, and home, office,

s N
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and institutional calls (but not including services which are
included within the definition of inpatient hospital services).
“PHYSICIAN
“Sec. 1941. For purposes of this title, the term ‘physi-
cian’ shall have the meaning assigned to such term in section
1861(rX1).

“MEANING OF CERTAIN OTHER TERMS
“Sec. 1942. For purposes of this title, any term

which—

‘(1) is defined in section 1861;

‘“(2) is employed in provisions which, by refer-
ence, are used in defining any of the terms defined in
sections 1932 through 1940; and

“(8) is not otherwise defined in this section;

shall, insofar as such term is applicable to the provisions of
this title and except as the Secretary (in order to carry out
the purposes of this title) shall otherwise by regulations pro-
vide, llw.ve the meaning assigned to it in section 1861.

| “INTERMEDIATE CARE FACILITY

““SEC. 1943. (a) For purposes of this title, the term ‘in-
termedmte care facility’ means an institution which (1) is Li-
censed under State law to provide, on a regular basis, health-
related care and services to individuals who do not require
the degrée of care and treatment which a hospital or skilled
nursing facility is designed to provide, but who because of
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their mental or physical condition require care and services
(above the level of room and board) which can be made avail-
able to them only through institutional facilities, (2) meets
such standards prescribed by the Secretary as he finds appro-
priate for the proper provision of such care, and (8) meets
such standards of safety and sanitation as are established
under regulations of the Secretary in addition to those appli-
cable to nursing facilities under State law.

“(b) The term ‘intermediate care facility’ also in-
cludes—

(1) any skilled nursing facility or hospital which
meets the requirements of subsection (a);

““(2) a Christian Science sanatorium operated, or
listed and certified, by the First Church of Christ, Sci-
entist, Boston, Massachusetts, but only with respect to
institutional services deemed appropriate by the
Secretary;

*/(3) any institution which is located on an Indian
reservation, if such institution is certified by the Secre-
tary as meeting the requirements of clauses (2) and (3)
of subsection (a) and providing the care and services
required under clause (1) of such subsection; and

“/(4) with respect to intermediate care services de-
scribed in section 1944(b), the public institution (or dis-
tinet part thereof) providing such services.
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“INTERMEDIATE CARE SERVICES

“SEc. 1944. (a) For purposes of this title, the term ‘in-
termediate care services’ means services provided by an in-
termediate care facility to an inpatient thereof, but only if (1)
such individual meets the conditions referred to in section
1943(a), and (2) such services are required to meet the needs
of such individual because of such condition.

“(b) The term ‘intermediate care services’ also includes
gervices in a public institution (or distinct part thereof) for the
mentally retarded or persons with related conditions, but only
if—

(1) the primary purpose of such institution (or
distinct part thereof) is to provide health or rehabilita-
tive services for mentally retarded individuals and
which meet such standards as may be prescribed by
the Secretary; and

“(2) the mentally retarded individual with respect
to whom a request for payment under this title is made
is receiving active treatment under a program of active
treatment designed to meet the needs of such
individual.

“MENTAL HEALTH CARE SERVICES
“Skc. 1945. (a) The term ‘mental-health care services’

includes only care and services for mental conditions—
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‘(1) which, if provided on an inpatient basis, con-
sist of a course of active care and treatment provided
in and by an accredited medical institution (as deter-
mined by the Secretary),

“(2) which, if provided on a partial hospitalization
basis, are provided (A) in and by an accredited medical
institution (as determined by the Secretary), or (B) in
and by a qualified community mental health center (as
determined in accordance with regulations of the Sec-
retary), or

“(8) which, if provided on an outpatient basis,
are—

‘“(A) provided by a qualified community
mental health center (as determined in accordance
with regulations of the Secretary), or

“(B) provided by a pyschiatrist;

except that such terms shall not include any outpatient serv-
ices provided by a psychiatrist, during any 12-month period,
for purposes of diagnosis or treatment of acute phychosis in
excess of (i) five visits, plus (ii) such additional visits as shall
have been approved in advance by an appropriate profession-
al review mechanism upon a finding that, in the absence of
such additional visits, the patient will require institutional

care.
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“(bX1) The term ‘mental health services’, in the case of
services provided on an outpatient basis by a qualified mental
health center (as determined in accordance with regulations
of the Sucretary) or by a psychiatrist, includes any drug
which is prescribed for a patient by the physician under
whose direction such patient is receiving such services, but
only if—

““(A) such drug is included on the list (referred to
in paragraph (2)) and is prescribed in accordance with
the criteria indicated in such list, and

“/(B) such physician determines that unless such
patient receives such drug, such patient can reasonably
be expected to require institutional care.

“(2) The Secretary is authorized (after consultation with
appropriate professional individuals and organizations) to
compile and publish (and from time to time revise) a list of
drugs which he has determined to be effective in the treat-
ment of various mental conditions. Such list shall indicate,
with respect to each drug included therein, the particular
mental conditions with respect to which such drug is effec-
tive, and the appropriate dosage (in terms of quantity and
intervals at which such drug shall be administered) of such
drug.
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“OUTPATIENT REHABILITATIO;' S8ERVICES

“‘Sec. 1948. (s) For purposes of this title, the term ‘out-
patient rehsbilitation services’ means physical therapy,
speech pathology, occupational therapy, and medical-social
services furnished by a provider of services, a clinic, rehabili-
tation agency (including & single service rehabilitation
agency), or a public health agency, or by others under an
arrangement with, and under the supervision of, such provid-
er, clinio, rehabilitation agency, or public health agency, to
an individual as an outpatient—

“(1) who is under the care of a physician, and

“(2) with respect to whom a plan prescribing the
type, amount, and duration of such services that are to
be furnished to such individual has been established,
and is periodically reviewed by a physician;

excluding, however—

“(8) any item of service if it would not be includ-
ed under ‘inpatient hospital services’ if furnished to an
inpatient in a hospital; and

“(4) any such service— ,

““(A) if furnished by a clinic or rehabilitation
agency, or by others under arrangements with
such clinic or agency, unless such clinic or reha-
bilitation agency—
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‘“(i) provides an adequate program of
such services for outpatients and has the
facilities and personnel required for such pro-
gram or required for the supervision of such
a program, in accordance with such require-
ments as the Secretary may specify,

“(ii} has policies, established by a group
of professional personnel, including one or
more physicians (associated with the clinic or
rehabilitation agency) and one or more quali-
fied physical therapists or speech patholo-
gists (as may be appropriate) to govern the
services (referred to in clause (i)) it provides,

“(iii) maintains clinical records on all
patients,

“(iv) if such clinic or agency is situated
in & State in which State or applicable local
law provides for the licensing of institutions
of this nature, (I} is licensed pursuant to
such law, or (II) is approved by the agency
of such State or locality responsible for li-
censing institutions of this nature, 88 meeting
the standards established for such licensing;

and
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“(v) meets such other conditions relat-

ing to the health and safety of individuals

who are furnished services by such clinic or

agency on an outpatient basis, as the Secre-

tary may find necessary, or

“(B) if furnished by a public health agency,
unless such agency meets such other conditions
relating to health and safety of individuals who
are furnished services by such agency on an out-
patient basis, as the Secretary may find neces-
sary. The term ‘outpatient rehabilitative services’
also includes rehabilitation services furnished an
individual by a physical therapist or speech pa-
thologist (in his office or in such individual's
home) who meets licensing and other standards
prescribed by the Secretary in regulations, other-
wise than under an arrangement with and under
the supervision of & provider of services, clinic,

rehabilitation agency, or public health agency, if

_ the furnishing of such services meets such condi-

tions relating to health and safety as the Secre-
tary may find necessary.
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“PROHIBITION AGAINST EXCLUSION BY EMPLOYERS OF
cnn'rm EMPLOYEES FROM COVERAGE UNDER

GROUP HEALTH INSURANCE PLANS

“Skc. 1947. (a) If any employer provided for some or
all of his employees coverage under a group health insurance
plan, it shall be unlawful for such employer to exclude from
coverage under such plan any employee of such employer
if—

“(1) such employee belongs to a category of em-
ployees who would ordinarily be eligibile for coverage
under such plan, and

“(2) such employee is excluded from coverage
under such plan because of the coverage provided
under this title.

“(b) Any person violating the provisions of subsection
(a) shall be fined not more than $10,000 and imprisoned for
not more than one year.”.

(bX1) Section 201(iX1) of the Social Security Act is
amended by striking out “and the Federal Supplementary
Medical Insurance Trust Fund’ and inserting in lieu thereof
“the Federal Supplementary Medical Insurance Trust Fund,
and the Medical Coverage Trust Fund”.

(2) Section 201(gX1XA) of such Act is amended—

(A) by inserting ‘“‘the Medical Coverage Trust
Fund, and” immediately after “‘shall include also’, and
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1 (B) by inserting “title XIX," immediately after
2 “title XVI,” wherever it appears therein.
3 TITLE III—PRIVATE BASIC HEALTH INSURANCE
4 CERTIFICATION PROGRAM
5 Skc. 301. The Social Security Act is amended by
6 adding after title XIV thereof the following new title:
7 “TITLE XV—PRIVATE BASIC HEALTH
8 INSURANCE CERTIFICATION
9 “PUBPOSE
10 “Sec. 1501. 1t is the purpose of this title to encourage
11 and facilitate the availability to the public of private basic

12 health insurance coverage at a reasonable premium charge

13 by—
14 ‘“(a) establishing a procedure whereby health in-
15 surance policies offered by private insurers may be cer-

16 tified by the Secretary as meeting minimum standards

17 with respect to adequacy of coverage, conditions of
18 payment, opportunity for enrollment, and reasonable-
19 ness of premium charges,

20 “(b) facilitating arrangements whereby basic

21 health insurance policies meeting such standards can
22 be offered through pools of private insurers, and

23 “(c) encouraging States, through their laws and
24 regulations pertaining to the health insurance industry,
25 to facilitate the offering, within the State, of such basic
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health insurance coverage by carriers doing health in-

surance business within the State.

‘“‘CERTIFICATION OF BASIC PRIVATE HEALTH INSURANCE

POLICIES

“SEc. 1502. (8) Any insurer which desires to have a
health insurance policy certified for use in one or more States
specified by the insurer may (in accordance with regulations
of the Secretary) provide to the Secretary, for his examina-
tion and certification, any health insurance policy.

“(bX1) H the Secretary, after examining any such policy
and evaluating any dsta submitted in connection with such
policy, determines that such policy meets the standards pre-
scribed in section 1504, he shall certify such policy for use in
each State which has in effect a basic health insurance facili-
tation program (as defined in section 1510).

“(2XA) The certification by the Secretary of any such
policy shall be conditioned upon such policy’s continuing to
meet the standards prescribed in section 1504; and no policy
shall be deemed to have been certified by the Secretary under
this title for any period for which it fails to meet such
standards.

" “(B) The Secretary shall establish procedures whereby
any insurer having secured the Secretary’s certification of
any policy offered by such insurer shall from time to time
provide to the Secretary (i) relevant data with respect to such
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policy in order for the Secretary to determine whether such

policy continues to meet the standards prescribed in section
1504, and (ii) such data and information as the Secretary
may require in order to assure proper coordination of the
administration of titles XIX and XXI.

‘“c) Notwithstanding the preceding provisions of this
section, the Secretary shall not certify any health insurance
policy of any insurer for use in any State unless such insurer
furnishes assurances satisfactory to the Secretary that such
insurer (whether as a member of a health reinsurance or
other residual market arrangement or otherwise) will make
generally availa™le, in each geographic area of the State in
which the insurer does health insurance business, to all indi-
viduals and family members the following two health insur-
ance policies: (i) a policy which meets the standards of sec-
tion 1504, and (ii) a policy which, if it were issued in combi-
nation with a plan meeting the minimum coverage necessary
to meet the requirement imposed by section 2122(a)1XB),
would, in the aggregate, meet the standards of section 1504.

‘““UTILIZATION OF STATE AGENCIES FOR CERTIFICATION
OF POLICIES

“Sgo. 1503. If any State has in effect & basic health
insurance facilitation program (as defined in section 1510),
the Secretary shall, if such State is willing to do so, enter
into an agreement with such State whereby the agency re-
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1 sponsible for the regulation of the health insurance industry
2 within such State will, on behalf of the Secretary, make such
3 determinations regarding whether basic health insurance
4 policies meet the requirements for certification under this
5 title, as may be specified by the Secrtary. Such agreement
6 shall provide that the agency will be reimbursed for its rea-
7 sonable expenses incurred in carrying out activities specified
8 in the agreement.
9 “STANDARDS WITH RESPECT TO BASIC HEALTH
10 INSURANCE POLICIES
11 “Sec. 1504. (a) The Secretary shall not certify under
12 this title any insurance policy offered (or to be offered) by an
13 insurer unless he finds that—
14 “(1) such policy provides—
15 “(A) inpatien; hospital coverage (without any
16 deductible in excess of $100 or copayment by the
17 insured person) for at least 60 days during any
18 policy year,
19 ‘(B) medical coverage which shall include
20 home, office, hospital, and other institutional care
21 provided by physicians,
22 “(C) with respect to medical coverage,
23 that—
24 (i) subject to clauses (i) and (iii), pay-
25 ment in full shall be made with respect to

45-5050-79 -1
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not less than the first $2,000 of reasonable

expenses incurred by any insured person for
any policy year for services with respect to
which coverage applies,

“(ii) the copayment required of any‘ in-
sured person with respect to such reasonable
expenses shall not exceed 20 per centum
thereof, and

“(iii) in the case of any deductible appli-
cable to the payment of such reasonable ex-
penses for any benefit year or benefit period
of not less than 12-months duration, such de-
ductible shall not exceed $50 for any insured
person, and that, for purposes of computing
such deductible for any calendar, policy, or
other fixed benefit year or period, the insured
person shall be given credit for any deduct-
ible applied toward such expenses for the
last 3 months of the preceding policy year,
“(D) in case such policy is a group policy,

there will be no exclusion from coverage or limi-
tation on payment on account of any medical con-
dition (including any preexisting condition) or any
waiting period prior to the beginning of coverage

with respect to any such condition,
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“E) in case such policy is an individual
policy (including a policy for an individual and
members of his family), there will be no exclusion
from coverage on account of any medical condi-
tion (including any preexisting condition) other
than pregnancy, and there will be no waiting
period prior to the beginning of coverage with re-
spect to any preexisting condition which is greater
than 90 days after the date the policy is issued,

“(F) in case such policy covers an individual
and members of his family, coverage will be pro-
vided for all dependent unmarried children in the
family under age 22, and coverage will be auto-
matically extended, at birth to any newborn and
upon adoption to any newly adopted, child of such
individual or his spouse,

‘(@) in case such policy is a group policy
which covers all or a certain category of employ-
ees of any employer, that—

“() coverage will not be terminated

‘with respect to any employee (and members

of such employee’s family, if such policy

covers such members) because of the termi-

nation of such employee’s employment prior
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to the expiration of 31 days after the date of
such termination,

*(ii) the insurer offering such policy will
afford to any employee covered- by such
policy whose employment has been terminat-
ed a reasonable opportunity to secure, from
such insurer & basic private health insurance
policy which has been approved under this
title,

“(ili) there will be a periodic open en-
rollment period of at least 31 days (which
shall occur not less often than once during
each policy year) in which all eligible em-
ployees, who are not covered by such policy
because of failure to elect coverage at the
time of initial employment or during previous
open enrollment periods, can secure coverage
thereunder, _

“(2) the premium charge for such policy is such
that there is not'an unreasonable ratio of expenses to
premiums (as determined under subsection (d)); and

“(8) there is established an appropriate (but differ-
ent) premium rate for such policy when it is offered to

cover (A) a single individual, (B) a married couple, or

(C) a family.



96
93

“(b) The Secretary, in determining whether any com-
prehensive prepaid group practice plan is eligible for certifi-
cation under this section, shall, in lieu of the standards im-
posed by subsection (a), develop and apply criteria which
assure that such plan meets requirements which are, 0;1 an
actuarial and benefit basis, at least equivalent to such
standards.

“(c) Notwithstanding the provisions of subsections (a)
and (b), the Secretary shall not withhold approval under this
title of any health insurance policy solely because such policy
excludes—

““(1) charges for services-or supplies in connection

" with an occupational disease or injury,

*‘(2) items or services for which the insured indi-
vidual furnished such items or services has no legal ob-
ligation to pay, and which no other person (by reason
of such individual’s membership in a prepayment plan
or otherwise) has a legal obligation to provide or pay
for,

“(8) any item or service to the extent that pay-
ment has been made, or can reasonably be expected to
bo made (as determined in accordance with regula-
tions), with respect to such item or service, under a
workmen'’s compensation law or plan of the United

States or a State,

S. 850——1



1 “(4) charges for services or supplies with respect
2 to which benefits are provided under title XVIII or
3 titte XXI, _ -
4 “(5) items or gervices which are not reasonable
, b and necessary for the diagnosis or treatment of illness
6 or injury, pregnancy, or to improve the functioning of a
1 malformed body member,
"8~ — - ‘(6) charges for care, treatment, services, or sup-
9 plies, provided to any individual, to the extent that the
10 payment of benefits with respect thereto is prohibited
11 by any apfmlicable law of the jurisdiction in which such
12 individual is residing at the time he receives such care,
13 treatment, services, or supplies,
14 “(7) charges for care,’ treatment, or supplies pro-
15 vided to any individual, to the extent that they are not
16 reasonably priced (except that, for purposes of this
17 paragraph, the charge for any item or service shall be
18 deemed to be reasonable, if such charge is not in
19 -excess of the "allowable charge therefor under the
20 XVIHI or XXI),
21 “(8) charges in connection with routine physical
22 checkups,
23 ‘(9) expenses incurred for items or services,
24 where such expenses are for cosmetic surgery or are
25 incurred in connection therewith, except as required for

96
94
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the prompt repair of accidental injury or for improve-
ment of the functioning of a malformed body member,

“(10) charges made by a hospital for the profes-
sional services of any resident physician or intern to
the extent that such charges are in excess of the actual
cost incurred by the hospital in providing such services,

“(11) charges for the professional services of a
psychiatrist to the extent that such charges exceed
$400 in a policy year, or

“(12) amounts which represent deductible and co-
insurance provisions and which generally result in ag-
gregate benefit coverage which is at least equal to the
actuarial equivalent of the benefit coverage resulting
from the application of the deductible and coinsurance
provisions in section 1504(2)(1).

“(dX1) With respect to policies submitted to the Secre-

tary for his certification un~ar this title, the Secretary shall
establish (after considering the size of the groups to be cov-
ered by any such policy and the nature of the insurer) appro-
priate reasonable ratios of expenses to premiums imposed for
coverage thereunder. In the case of individual policies such
ratios shall be the same as those established by the Secretary
for group policies covering the smallest groups. After making
an initial determination with respect to any such policy, the
Secretary shall periodically thereafter review and make a re-
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determination of such ratios based on actual expenses there-
under and the actual premium charges made for the period
with respect to which the review is made, in order to deter-
mine whether such policy continues to meet the requirements |
for certification.

“(2) In determining the appropriate reasonable ratio of
expenses to premiums imposed with respect to any particular
health insurance policy offered by an insurer, the Secretary
ghall, in his determinations of such ratio, give consideration
to the average ratio, with respéct to group policies generally
underwritten by insurers (classified on the basis of nonprofit
or profitmaking) with respect to policies excluding those
which are not certified under this title.

‘““APPROVED CARRIER

“SEc. 1505. For purposes of sections 1923(b), 1816,
and 1842, an ‘approved carrier’ is an insurer which the Sec-
retary has found (1) to offer one or more health insurance
policies approved under section 1502 to the general public in
each geographic or normal service area in which such insurer
offers health insurance policies (including any which are not
approved under this title) and (2) to employ effective proce-
dures and practices designed to assure, through means con-
sistent with efficient practices within the insurance industry,

appropriaté controls of utilization of health care services and:
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the costs and charges imposed therefor with respect to which
it will financially participate.
_ “ANTITRUST EXEMPTION

“Sec. 1508. (a) It shall not be unlawful under any anti-
trust law for any insurer to enter into any contract, combina-
tion, or other arrangement with any other insurer or group of
insurers for the sole purpose of establishing or participating
in an insurance pool, reinsurance, or other residual market,
arrangement whereby there will be offered to the public
health insurance policies approved under section 1502, if
such contract, combination, or other arrangement is approved
by the Secretary, as being consistent with the purposes of
this title, before any party to the contract, combination, or
other arrangement has carried out any activity, or refrained
from carrying out any activity, under its terms (other than
such activity as may be necessary to negotiate the contract,
coxﬁbinataion, or other arrangement and to apply for approv-
al of the same under this section). The Secretary shall not
approve any contract, combination, or other arrangement
under which the parties thereto agree to act in a manner
which constitutes & violation of any such law for which no
exemption is provided under the preceding sentence or for
purposes other than the purposes for which the exemption
contained in the preceding sentence is established. Nothing
contained in this subseotion shall exempt from any antitrust
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law any predatory pricing or practice, or any other conduct
in the otherwise exempt activities of two or more such insur-
ers under a contract, combination, or other arrangement ap-
proved under this section which would be unlawful under any
such law if engaged in by only one such insurer.

“(b) For purposes of this section, the term ‘antitrust
law’ means the Federal Trade Commission Act, each statute
referred to in section 4 of that Act (15 U.S.C. 44) as an
Antitrust Act, any other statute of the United States in pari
materia, and any law of any State or political subdivision
thereof which prohibits or restrains contracts, combinations,
or other arrangements in restraint of trade.

“ESTABLISHMENT OF EMBLEM TO INDICATE
CERTIFICATION

“Skc. 1507. (a) The Secretary shall cause to be de-
signed an appropriate emblem which may be used as an indi-
cation that cértiﬁcatién of an insurance policy under this title
has been made by the Secretary; and any insurer which has
secured certification of an insurance policy by the Secretary
under this title may have printed thereon such emblem, and
may, in advertising such policy to potential subscribers, state
that such policy has receiv;ad such a certification.

“REPORT TO CONGRESS

“SEc. 1508. The Secretary shall, at the earliest p'racti-

cable date (but not later than 60 days) after the expiration of
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the three-year period which commences on the date of enact-

ment of this section, submit to the Congress a report indicat-

ing (1) the extent to which basic private health insurance
policies certified by the Secretary under this title are actually

and generally available to the residents of each State, and (2)

the extent to which residents in each State are covered by

such policies.

“DUTY OF SECBETARY TO MAKE AVAILABLE INDIVIDUAL
AND FAMILY HEALTH INSURANCE POLICIES ON A
COST BASIS
“Sec. 1509. (a) The Secretary shall offer a standard

health insurance policy, which meets the applicable criteria

prescribed under this title with respect to approveﬂ basic
health insurance policies, to individuals, married couples, and

families living in any State (1) which does not have in effect a

basic health insurance facilitation program (as found by the

Secretary under section 1510, and (2) in which there is not

actually and generally available one or more approved basic

health insurance policies approved under this title.

“(b) The premiums imposed under any such policy shall
be in an amount designed to cover the costs (inclusive of
administrative costs and appropriate reserves which will be
incurred in furnishing the benefits provided in the policy.
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“{c) No such policy shall be offered in any area prior to
the expiration of the 3-year period which commences on the
date of enactment of this title. ‘

“(d) Premiums collected by the Secretary for insurance
policies offered by him under this section shall be deposited in
an Insurance Revolving Fund, and moneys in such fund shall
be available, without fiscal year limitation, for the payment of
claims under such policies.

“(e) For the purpose of providing a contingency reserve
for the insurance program established by this section, there is
authorized to be appropriated such sums as may be neces-
sary; and any sums appropriate for such purpose shall remain
available for the purpose of making repayable advances
(without interest) to the Insurance Revolving Fund author-
ized to be established under subsection (d).

““(f) The Secretary, in making payment for services cov-
ered under any insurance policy issued pursuant to this sec-
tion, shall utilize the payments methodology and udministra-
tive mechanism employed by him for making payment for
services covered under the mce programs established by
title XVIII.

““BASIC HEALTH INSURANCE FACILITATION PROGRAM

“Sec. 1510. (a) For pnﬁmses of this title, a State shall
be regarded as having in effect a basic health insurance facili-
tation program only if the Secretary, after examining the per-
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1 tinent laws and regulations of such State governing the doing

2 of health insurance business within the State by carriers, de-

8 termines that such laws and regulations—

4
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‘(1) require the establishment of one or more
health reinsurance or other residual market arrange-
ment to be utilized by such carriers in connection with
the offering within the State of basic health insurance
policies which meet the standards for certification by
the Secretary established by this title,

“(2) require all such carriers to be members of a
health reinsurance or other residual market arrange-
ment and provide that losses, under any such arrange-
ment, will be shared by all members thereof on a pro
rata basis in proportion to their respective shares of
the total health insurance premium earned in the State
during the calendar year,

“(8) provide that premiums charged for policies
issued to individuals or family members under any such
health reinsurance or other residual market arrange-
ment shall not be less than 125 per centum nor more
than 150 per centum of the average group rate for the
same coverage under a group policy covering ten lives,
and

“(4) otherwise encourage and facilitate the offer-
ing of such policies within the State by all carriers
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doing health insurance business therein on a basis

which is fair and equitable to each such carrier.

“(b) The Secretary is authorized, upon the request of
any State, to provide appropriate technical assistance to aid
the State in developing a program which meets the condi-
tions prescribed in subsection (a).”. ,

TITLE IV—OTHER AMENDMENTS

PROGBRAM IMMUNIZATIONS

@ =3 & O A W N e

9 SEc. 401. (8) Section 1861(s) of the Social Security Act

10 is amended—

11 (1) by striking out “‘and” at the end of paragraph

12 8),

13 (2) by striking out the period at the end of para-

14 graph (9) and inserting in lieu thereof *“; and”,

15 (3) by inserting immediately after paragraph (9)

16 the following new paragraph:

17 “(10) such immunizations as the Secretary deter-

18 mines are appropriaté, but only if provided on a sched-

19 uled allowance basis (as determined under regulations
" 20 of the Secretary).”, and

21 (4) by redesignating paragraphs (10) through (13)

22 as paragraphs (11) through (14), respectively.

23 () Section 1864(a) of such Act is amended by striking
24 out “paragraphs (10) and (11)” and inserting in lieu thereof
25 ‘“‘paragraphs (12) and (13)".
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(c) Section 1862(aX7) of such Act is amended by insert-
ing immediately after ““(7)"” the following: ‘‘except as pro-
vided in section 1861(s}10),”.

(d) The amendments made by this section shall apply
only with respect to services furnished on or after the first
day of the month following the month in which this seé:tion is
enacted.

MENTAL HEALTH SERVICES

SEc. 402. (a) Section 1833(c) of the Social Security Act
is amended—

(1) by striking out “$312.50” and inserting in lieu
thereof *“‘$500", and

(2) by striking out “62%2 per centum” and insert-
ing in lieu thereof “80 per centum”.

(b) Section 1812 of such Act is amended—

(1) by striking out subsection (c) thereof,

(2) in subsection (b) thereof, by striking out “‘(sub-
ject to subsection (¢))”’, and

(3) in subsection (e) thereof, by striking out ‘“‘sub-
sections (b), (c), and (d)”’ and inserting in lieu thereof

“‘subsections (b) and (d)”".

(c) The amendments made by subsection (a) shall be ef-
fective only with respect to services furnished after Decem-
ber 81, 1980. The amendments made by subsection (b) shall
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be effective only with respect to services furnished after De-
cember 31, 1981.
AMOUNT OF PREMIUMB FOR HOSPITAL INSURANCE
. ____ COVERAGE

Sec. 403. (aX1) The second sentence of section
1818(dX2) of the Social Security Act is amended by striking
out “Such amount shall be equal to $33, multiplied by and
inserting in lieu thereof ‘‘Such amount shall be equal to 50
per centum of the product of $33 multiplied by”.

(2) The amendment made by paragraph {'; shall be ap-
plicable in the case of premiums imposed on and after July 1,
1979.

(b) In addition to other moneys appropriated to the Feu-
eral Hospital Insurance Trust Fund, there shall be appropri-
ated from time to time, with respect to periods commencing
after June 30, 1979, amounts equal to 100 per centum of the
amounts deposited in such Fund pursuant to section 1818(f)
of the Social Security Act from premiums payable for such
period.

PAYMENT FOR EXTENDED CARE SBERVICES

Skc. 404. Section 1861{vXE) of the Social Security Act
is amended to read as follows:

“(Ex(i) In the case of services furnished by a skilled
nursing facility with respect to which payment for services
furnished under title XIX is made on a cost-related basis
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106
pursuant to the provisions of section 1920(dX2), such regula-
tions may provide for the use of rates which are the same as

the rates obtaining for such services under title XIX (except

- that such rates may be increased by the Secretary on a class

or size of institution, or on a geographical basis by a percent-
age factor not in excess of 10 per centum to take into ac-
count determinable items or services or other requirements
under this title not otherwise included in the computation of
such rates under title XIX): Provided, That no such regula-
tions shall become effective prior to the 80th day following
the date on which the Secretary submits to the Congress a
copy thereof together with a full and complete description of
the methodology which would be employed in the determina-
tion of rates pursuant thereto, and an evaluation by the Sec-
retary and by the Comptroller General of such methodology
in terms of the extent to which the employment thereof will
promote the efficient and economical administration of this
title and equitable treatment to and between skilled nursing
facilities furnishing services for which payment may be made
hereunder.”.

EXTENSION OF COVERAGE UNDER RENAL DISEASE

PROGRAM

Sec. 405. Section 226(e) of the Social Security Act is
amended by adding at the end thereof the following: “For
purposes of the preceding sentence, any individual, who on or

45-505 0 -79 -8
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after the date of enactment of this sentence fails to meet the
condition imposed by clause (2) of such sentence, shall be
deemed to meet such condition. There are authorized to be
appropriated, from time to time, to the Federal Hospital In-
surance Trust Fund and to the Federal Supplementary Medi-
cal Insurance Trust Fund such sums as may be necessary (as
based on estimates of the Secretary) to place each such Fund
in the same financial condition that it would have occupied
hagd the preceding sentence not been enacted.”.
ENCOURAGEMENT OF PHILANTHROPIC SUPPORT FOR

- HEALTH CARE

SEc. 406. Part A of title XT of the Social Security Act
is amended by adding after section 1131 the following new
section:

“ENCOUBAGEMENT OF PHILANTHROPIC SUPPORT FOR
HEALTH CARE

“SEc. 1134. (a) It is the policy of the Congress that
philanthropic support for health care be encouraged and ex-
panded, especially in support of experimental and innovative

efforts to improve the health care delivery system and access

_to health care services.

“(b)}(1) For purposes of determining, under title XVIII

" or XIX, the reasonable costs of any service furnished by a

provider of health services—
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““(A) except as provided in paragraph (2), unre-
stricted grants, gifts, and endowments and income
therefrom, shall not be deducted from the operating
costs of such provider, and
“(B) grants, gifts, and endowment income desig-
nated by a donor for paying specific operating costs of
such provider shall be deducted from the particular op-
erating costs or group of costs involved.

“(2) Income from endowments and investments may be
used to reduce interest expense, if such income is from an
unrestricted gift or grant and is commingled with other funds,
except that in no event shall any such interest expense be

reduced below zero by any such income.”’.
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96t CONGRESS
18T SESSION ° 3 5 1

To amend the Social Security Act by adding thereto a new title XXI which will

provide insurance against the costs of catastrophic illness and by adding a
new title XV thereto waich will encourage and facilitate the availability,
through private insurance carriers, of basic health insurance at reasonsble
premium charges, and for other purposes.

IN THE SENATE OF THE UNITED STATES
FBBRUARY 6 (legislative day, JANUARY 15), 1979

. LonGg (for himself, Mr. TaLMADGE, Mr. Youne, Mr. MrLcHEER, Mr.

CANNON, Mr. INOUYE, Mr. STaFrroRD, Mr. PeROY, Mr. STONE, Mr. HaAT-
FIELD, and Mr. MATHIAS) introduced the following bill; wluch was read
twice and referred to the Committee on Finance

A BILL

To amend the Social Security Act by adding thereto a new title

1
2

XXTI which will provide insurance against the costs of
catastrophic illness and by adding a new title XV thereto
which will encourage and facilitate the availability, through
private insurance carriers, of basic health insurance at rea-
sonable premium charges, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
I—E@®
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That this Act may be cited as the ““Catastrophic Health In-
surance Act”.
TITLE I—CATASTROPHIC ILLNESS INSURANCE
AMENDMENTS TO BOCIAL S8ECURITY ACT
Sec. 101. (a) The Social Security Act is amended by
adding after title XX the following new title:
“TITLE XXI—CATASTROPHIC HEALTH
INSURANCE PROGRAM
“PURPOSE OF TITLE
“Sec. 2101. The insurance program established by this
title is designed to provide protection to all individuals who
are citizens or permanent residents of the United ‘States
against the costs of high-cost catastrophic illness. Each such
individual will be provided such protection either under the
Federal plan established by part A of this title, or under an
employer plan or a seli-employed plan approved under part B
of this title.
“PART A—FEDERAL PLAN
“ELIGIBLE INDIVIDUALS
“Sec. 2102. (a) Every individual who—
‘(1) is a resident of the United States, and
“(2) is a citizen of, or an alien lawfully admitted
for permanent residence in, the United States, or an
alien otherwise permanently residing in the United
States under color of law (including any alien who is
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3

lawfully present in the United States as a result of the

application of the provisions of section 203(a}7) or sec-

tion 212(dX5) of the Immigration and Nationality Act),
shall (subject to section 2107) be entitled to catastrophic
health insurance benefits provided by this part for any period
which commences on or after January 1, 1981, and with
respect to which he is not covered by an employer plan or a
self-employed plan approved under part B.

“(b) For purposes of subsection (8), entitlement of an
individual to catastrophic health insurance benefits under this
part shall consist of entitlement to have payment made,
under and subject to the limitations in this title, to him or on
his behalf for the services described in section 2103(a) which
are furnished to him in the United States (or outside the
United States in the case of services specified in section
1814(f). -

“‘SCOPE OF BENEFITS

“Sec. 2103. (a) The benefits provided to an individual
by the insurance program established by this pa.rt shall con-
sist of entitlement to have payment made (subject to the pro-
visions of this part) on his behalf or to him for—

“(1) hospital and related services (as defined in
subsection (c)1)) which are furnished to such individual
during a period with respect to which he has met the
deductible imposed by section 2104(b), and
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4
“(2) medical and other health services (as defined

in subsection (c{2)) which are furnished to such indi-

vidual during a period with respect to which he has

met the deductible imposed by section 2104(c).

“(b) Payment authorized under this part for any service
covered hereunder shall be made to the person to whom pay-
ment for such service would be made under title XVIII, if
such service were furnished to an individual who was covered
therefor under title XVIII.

“(eX1) The term ‘hospital and related services’ means—

“(A) inpatient hospital services (as defined in sec-

tion 1861(b)),

“(B) post-hospital extended care services (as de-
fined in section 1861(i)), and )
“(C) home health services (as defined in section

1861(m)).

“(2) The term ‘medical and other health services’
means—

“(A) medical and other health services (as defined

in section 1861(s)),

“(B) home health services (as defined in section

1861(m)),

’ “(C) outpatient physical therapy services (as de-
fined in section 1861(p)), and
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5

(D) rural health clinic services (as defined in sec-
tion 1861(aa)).

.“(d) Notwithstanding the preceding provisions of this
section, no payment may be made and no deductible shall be
incurred with réspect to—

(1) expenses incurred for items or services, if
pursuant to §ection 1862 (a), (b), or (d) paymentk may
not be ma.de‘ with respect to such items or services
under title XVIII, or

*(2) expenses incurred for post-hospital extended
care services furnished to an individual on any day
during any calendar year, if, prior to such day, there
have been furnished to such individual for 100 days
during such year such services with respect to which
benefits under this part are payable.

“PAYMENT AND DEDUCTIBLE

“Sec. 2104. (aX1) Payment of benefits uader this part
with respect to expenses incurred by an insured individual
shall be made from the Federal Catastrophic Health Insur-
ance Trust Fund. '

“(2) For purposes of payment of benefits under this part
with respect to expenses incurred for health services fur-
nished by any insured individual, there shall be taken into

account—
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“(A) in case of expenses incurred for hospital and
related services (as defined in section 2103(cX1)), only
so much of such expenses as are incurred for such
services furnished during a period with respect to
which the deductible imposed by subsection (b) is met,
and
“(B) in case of expenses incurred for medical and
other health services (as defined in section 2103(c)2)),
only so much of such expenses as are incurred for such
services furnished during a period with respect to
which the deductible imposed by subsection (c) is met;
and, with respect to the services to which the expenses so
taken ﬁm account are attributable, there shall be paid
(except where inconsistent with the_provisions or purposes of
this part) an amount which shall be equal to (and determined
in the same manner as) the amount which would have been
payable for such service under title XVIII in the case of an
individual entitled to have payment made with respect there-
to under such title (as determined without regard to any pro-
vision of such title relating to deductibles or copayments).
“(b) The deductible imposed by this subsection with re-
spect to expenses incurred for hospital and related services
(a8 defined in section 2103(cX1)) shall be met by an insured
individual—
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1
“(1) for the period, in the calendar year, which
commences on the day following the 60th day, during
the calendar year and the last 3 months of the preced-
ing calendar year, in which such individual received in-

patient hospital services; and

“(2) for the period, in the calendar year, which is
prior to the first consecutive 90-day period therein in

- which such individual is neither an inpatient in a hospi-

tal nor an inpatient in a skilled nursing facility, but
only if the first day for which such services in the cal-
endar year occurs not later than 90 days after the last
day with respect to which benefits were payable under
this part on account of inpatient hospital services fur-
nished to him in the preceding calendar year.

“(eX1) The deductible imposed by this subsection with

respect to expenses incurred for medical and other health
services (as defined in section 2103(cX2)) shall be met by an

insured individual —

‘“(A) for the period, in the calendar year, which

occurs after such individual has incurred, during such

year and the last 3 months of the preceding calendar
year, expenses (including expenses deemed under para-
graph (2) to be incurred by him, but excluding amounts
required to be excluded under paragraph (3)) for such
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services of $2,000 (or, if higher, the amount deter-
mined under paragraph (4)); and
“B) for the period, in the calendar year, which
occurs prior to the first 90-day period therein during
which such individual incurs for such services expenses
(including expenses deemed under paragraph (2) to be
incurred by him) the aggregate of which is less than
$500 (or, if greater, the amount determined under
paragraph (5)), but only if (i) during the last 3 months
of the preceding calendar year, such individual incurred
for such services expenses (including expenses deemed
under paragraph (2) to be incurred by the individual) of
at least $500 (or, if greater, the amount determined
under paragraph (5)), and (ii) such individual had met
(by reason of the application of clause (A)) for a period
in the preceding calendar year the deductible imposed
by this paragraph. l
“(2XA) In determining, for purposes of clauses (A) and
(B) of paragraph (1), the amount of expenses incurred by an
individual for medical and other health services furnished
during any period, there shall be deemed to have been in-
curred by such individual any expenses incurred for such
services furnished during such period to each other member
of such individual's family, but only if such other member is
(i) the spouse of the individual, (ii) & dependent of such indi-
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vidual, (iii) the person (or the spouse of the person) of whom
such individual is & dependent, or (iv) a person who is a de-
pendent of the same person of whom such individual is a
dependent.
*“(B) For purposes of subparagraph (A)—

‘(i) the term ‘dependent’ shall have the meaning
assigned to it by regulations of the Secretary;

(ii) the term ‘family’ means two or more individ-
uals who are (I) related by blood, marriage or adop-
tion, and (II) living in a place of residence maintained
by one or more of them as his or their own home (and
for purposes of this clause, & child under age 22 who is
absent from home for the purpose of attending an edu-
cational institution as a full-time student shall be
deemed while so absent to be living in such place of
residence); and |

“(iii) the term ‘member’, when used in reference
to a family means an individual described in clause (ii).
“(8) In determining, for purposes of paragraph (1) (A),

the amount of expenses incurred {or deemed to be incurred)
by an individual for medical and other health services in any
calendar year, there shall be disregarded all amounts in
excess of $500 incurred in connection with the treatment of
mental, psychoneurotic, or pel"sonality disorders of such indi-
vidual.

S. 851——2
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10
“(4) The Secretary shall, between July 1 and October 1
of 1981 and of each 1981 and of each year thereafter, deter-
mine and promulgate the deductible which shall be applicable
for purposes of paragraph (1XA) in the succeeding calendar
year. Such deductible shall be equal to whichever of the fol-
lowing is the higher:
“(A) $2,000, or
“(B) $2,000 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the
Department of Labor for June of the year in which
such determination is made and promulgated, which
represents fees for physician services to such compo-
nent of such Consumer Price Index for the month of
June 1980, with such product, if not a multiple of
$100, being rounded to the nearest multiple of $100.
“(5) The Secretary shall between July 1 and October of
1981 and of each year thereafter, determine and promulgate
the amount which shall be applicable for purposes of para-
graph (1XB) in the succeeding calendar year. Such amount
shall be equal to whichever of the following is the higher:
“(A) $500, or
“(B) $500 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the
Department of Labor for June of the year in which

such determination is made and promulgated, which
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represents fees for physician services to such compo-

nent of such Consumer Price Index for the month of

June 1980, with such produet, if not a multiple of $50,

being rounded to the nearest multiple of $50.

“/(eX(1) Payment for services under this title shall also be
subject to the limitations described in section 1812(e) and
section 1833(e).

*(2) payment under this part with respect to expenses
incurred in connection with the treatment of mental, psycho-
neurotic, and personality disorders shall not be made unless
such treatment consists of ‘mental health care services’ (as
defined in paragraph (3)).

“3) As used in paragraph (2) the term ‘mental health
care services’ includes only care and services for mental con-
ditions—

“(A) which, if providgd on an inpatient basis, con-
sist of a course of active care and treatment provided
in and by an accredited medical institution (as deter-
mined by the Secretary),

‘(B) which, if provided on a partial hospitalization
basis, are provided () in and by an accredited medical
institution (as determined by the Secretary), or (i) in
and by a qualified community mental health center (as

determined in accordance with regulations of the Sec-

retary),



L @ =2 & B W N e

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

22

23
24

121

12
“C) which, if provided on an outpatient basis,
are—

“(@) providled by a qualified community.
mental health center (as determined in accordance
with regulations of the Secretary), or

“(ii) provided by a psychiatrist;

except that such term does not include any outpatient serv-
ices provided by a psychiatrist, during a 12-month period, for
purposes of diagnosis or treatment of acute psychosis in
excess of (I) five visits, plus (IT) such additional visits as shall
have been approved in advance by an appropriate profession-
al review mechanism upon a finding that, in the absence of
such additional visits, the patient will require institutional
care.

“(f(1) Payment under this part with respect to expenses
incurred for blood, blood products, and procedures and
courses of treatment which are unusually extensive or com-
plex shall be subject to standards and criteria imposed by the
Secretary pursuant to paragraph (2).

“(2) The Secretary shall by regulations prescribe stand-
ards and criteria designed to assure that services consisting
of the furnishing of blood or blood products or the application
of procedures or courses of treatment, referred to in para-

graph (1), for which payment may be made under this part
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13
will be provided only when, and to the extent that, such serv-
ices are appropriate to the health care needs of the patient.
"~ “g) Payment under this part may not be made for ex-
tended care services furnished to an individual during any
period for which such individual is entitled to hospital insur-
ance benefits under part A of title XVIII.
“CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR
SERVICES

“Sec. 2105. (a) To the extent that payment may be
made for services described in section 2103(a)1), the provi-
sions of sections 1814, 1815, 1816, 1833(f), and 1835 shall
apply.

“(b) To the extent that payment may be made for serv-
ices described in section 2103(a}(2), the provisions of section
1842 shall apply.

“APPLICABILITY OF CERTAIN PROVISIONS OF, OR

RELATING TO, TITLE XVII

“Sec. 2106. (a) The provisions of section 1861 (except
subsections (a) and (y)), 1866, 1867, 1869, 1870, 1871,
1872, 1873, 1874, 1875, 1876, 1877, 1878, and 1879 shall
apply with respect to this part to the same extent as they are
applicable with respect to title XVIII.

*(b) The provisions of section 402(a) of the Social Secu-
rity Amendments of 1967 and the provisions of section
222(a) of the Social Security Amendments of 1972 shall be
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applicable to this part to the same extent as they are applica-
ble to title XVIII.
“TREATMENT OF BENEFITS UNDER OTHER PROGRAMS

“SEC. 2107. Any amount otherwise payable under this

1

2

3

4

5 part with respect to any item or service furnished to an indi-
6 vidual shall not be denied or reduced because & benefit with
7 srespect to such item or service has been paid or is payable
8 under any other public or private insurance or health benefits
9 plan. Notwithstanding any other provision of law (other than
10 section 2104(g)), payment with respect to any item or service
11 furnished to any individual shall not be made under the insur-
12 ance program established by part A or B of title XVIII, if
13 such individual is (or, upon filing a proper claim, would be)
14 entitled to have payment made under this part with respect
15 to such item or service.

16  “CONTBIBUTIONS WITH RESPECT TO STATE AND LOCAL
17 EMPLOYEES; APPROVED STATE LAWS

18 “Sec. 2108. () Contributions for the financial support
19 of the catastrophic health insurance program established by
20 this part shall be made by employers which are States (or
21 political subdivisions thereof) in the manner prescribed under
22 a State law approved by the Sacretary of the Treasury under
23 subsection (b).

24 “(b1) The Secretary of the Treasury shall approve a
25 State law for purposes of this section only if such law—

45-305 0~ 179 -8
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“(A) provides that the State will pay into the

__Treasury, with respect to wages paid to employees of
the State and employees of all political subdivisions of
the State, amounts equal to the amounts which such
State would be liable to pay with respect to the wages
of such employees under the catastrophic health insur-
ance protection tax imposed by section 3111(c) of the
Internal Revenue Code of 1954 if such State were a
private employer and all such employees were em-
ployed by it,

“(B) provides that any amounts so payable shall
be paid at the same time and subject to the same con-
ditions as taxes imposed by such section 3111(c) in the
case of a private employer,

“(0) is in such form and contains such other pro-
visions as the Secretary of the Treasury shall by regu-
lations provide, and

‘(D) becomes effective on January 1, 1981,

*(2) At the earliest practicable date after the State law
any State has been approved by the Secretary of the

21 Treasury, he shall certify to the Secretary of Health, Educa-

22 tion, and Welfare that such State law has been approved.

23

“(8) If the Secretary of the Treasury finds, after reason-

24 able notice and opportunity for hearing to a State, that—
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““(A) the State law of such State, theretofore ap-

proved by him, has been repealed, or amended so that

it no longer meets the requirements imposed by para-

graph (1), or

“(B) the State has not substantially complied with

its obligations to make contributions into the Treasury

in accordance with the requirements imposed under

paragraph (1),
he shall withdraw the certification of such State law thereto-
fore approved by him and shall so notify the Secretary of
Health, Education, and Welfare.

“(c) If, for any period of time after December 31, 1981,
a State does not pay in full to the Treasury the amounts
specified in subsection (b}1)(A), the Secretary of Health;
Education, and Welfare shall reduce payments otherwise
payable to such State under any other provisions of this Act
by the amount of such underpayment (including interest
thereon equal to the average of the rates of interest, from the
date due until paid, on obligations issued for purchase by the
Federal Catastrophic Health Insurance Trust Fund).

“FEDERAL CATASTROPHIC HEALTH INSUBRANCE TRUST
FUND

“Sec. 2109. (a) There is hereby created on the books of
the Treasury of the United States a trust fund to be known
as the Federal Catastrophic Health Insurance Trust Fund
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(hereinafter in this section referred to as the ‘trust fund’). The
trust fund shall consist of such amounts as may be deposited
in, or appropriated to, such fund as provided in this part.
There are hereby appropriated to the trust fund for the fiscal
year ending September 30, 1981, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise
appropriated, amounts equivalent to 100 per centum of—
“(1) the taxes imposed by section 3111(c) of the
Internal Revenue Code of 1954 with respect to wages
reported to the Secretary of the Treasury or his dele-
gate pursuant to subtitle F of such Code after Decem-
ber 31, 1976, as determined by the Secretary of -the
Treasury by applying the applicable rates of tax under
such sections to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Wel-
fare on the basis of records of wages established and
maintained by the Secretary of Health, Education, and
Welfare in accordance with such reports;
“(2) the taxes imposed by section 1401(c) of the
Internal Revenue Code of 1954 with respect to self-
employment income reported to the Secretary of the
Treasury or his delegates on tax returns under subtitle
F of such Code, as determined by the Secretary of the
Treasury by applying the applicable rate of tax under

such section to such self-employment income, which

S. 851——3



W 00 a > v W D =

[ R R U CRE - A o T T — S S S Uy
Ov = W N = O ®© 0 =2 & Ot & W N = O

127

18

self-employment income shall be certified by the Secre-

tary of Health, Education, and Welfare on the basis of

records of self-employment established and maintained
by the Secretary of Health, Education, and Welfare in
accordance with such return; and

*(3) the contributions made by States pursuant to

State laws approved under section 2108.

The amount appropriated by the preceding sentence shall be
transferred from time to time from the general fund in the
Treasury to the trust fund, such amounts to be determined on
the basis of estimates by the Secretary of the Treasury of the
taxes, specified in the preceding sentence, paid to or de-
posited into the Treasury; and proper adjustments shall be
made in amounts subsequently transferred to the extent prior
estimates were in excess of or were less than taxes specified
in such ;;entence.

“(b) With respect to the trust fund, there is hereby cre-
ated a body to be known as the ‘board of trustees of the trust
fund’ (hereinafter in this section referred to as the ‘board of
trustees’), composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secretary of Health, Education,
and Welfare, all ex officio. The Secretary of the Treasury
shall be the Managing Trustee of the board of trustees (here-
inafter in this section referred to as the ‘Managing Trustee’).
The Administrator of the Health Care Financing Administra-
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tion shall serve as the secretary of the board of trustees. The
boé.rd of trustees shall meet not less frequently than once
each calendar year. It shall be the duty of the board of
trustees to—

(1) hold the trust fund;

“(2) report to the Congress not later than the first
day of April of each year on the operation and status
of the trust fund during the preceding fiscal year and
on its expected operation and status during the current
fiscal year and the next 2 fiscal years;

‘/(3) report immediately to the Congress whenever
the board is of the opinion that the amount of the trust
fund is unduly small; and

“(4) review the general policies followed in man-
aging the trust fund, and recommend changes in such
policies, including necessary changes in the provisions
of law which govern the way in which the trust fund is
to be managed.

The report provided for in paragraph (2) shall include a state-
ment of the assets of, and the disbursements made from, the
trust fund during the preceding fiscal year, an estimate of the
expected income to, and disbursements to be made from, the
trust fund during the current fiscal year and each of the next

2 fiscal years, and a statement of the actuarial status of the
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trust fund. Such report shall be printed as a House document
of the session of the Congress to which the report is made.
“(c) It shall be the duty of the Managing Trustee to
invest such portion of the trust fund as is not, in his judg-

.ment, required to meet current withdrawals. Such invest-

ments may be made only in interest-bearing obligations of the
United States or in obligations guaranteed as to both princi-
pal and interest by the United States. For such purpose such
obligations may be acquired (1) on original issue at the issue
price, or (2) by purchase of outstanding obligations at the
market price. The purpose for which obligations of the
United States may be issued under the Second Liberty Bond
Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligations for purchase by the
trust fund. Such obligations issued for purchase by the trust
fund shall have maturities fixed with due regard for the needs
of the trust fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on
the basis of market quotations as of the end of the calendar
month next preceding the date of such issue) on all marketa-
ble interest-bearing obligations of the United States then
forming a part of the public debt which are not due or call-
able until after the expiration of 4 years from the end of such
calendar month; except that where such average market

yield is not a multiple of one-eighth of 1 per centum, the rate
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of interest on such obligations shall be the multiple of one-
eighth of 1 per centum nearest such market yield. The Man-
aging Trustee may purchase other interest-bearing obliga-
tions of the United States or obligations guaranteed as to
both principal and interest by the United States, on original
issue or at the market price, only where he determines that
the purchase of such other obligations is in the public inter-
est.
“(d) Any obligations acquired by the trust fund (except
public debt obligations issued exclusively to the trust fund)
may be sold by the Managing Trustee at the market price,

* and such public debt obligations may be redeemed at par plus

accrued interest.

‘“(e) The interest on, and the proceeds from the sale or
redemption of, any obligations held in the trust fund shall be
credited to and form a part of the trust fund.

“(f) There are authorized to be appropriated to the trust
fund from time to time such sums as the Secretary of Health,
Education, and Welfare deems necessary for any fiscal year,
on account of—

“(1) payment made or to be made during such
fiscal year from the trust fund with respect to individ-
uals who are entitled to benefits under part A of title
XV,
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“(2) the administrative expenses attributable to
providing benefits under this part to individuals re-
ferred to in paragraph (1), and
“(8) any loss in interest to the trust fund resulting
from the payment of such amounts,
in order to place the trust fund in the same position at the
end of such fiscal year in which it would have been if the
individuals referred to in paragraph (1) were not entitled to
the benefits provided under this part.

“(g) There shall be transferred periodically (but not less
often than once each fiscal year) to the trust fund from the
Federal Old-Age and Survivors Insurance Trust Fund and
from the Federal Disability Insurance Trust Fund amounts
equivalent to the amounts not previously so transferred
which the Secretary of Health, Education, and Welfare shall
have certified as overpayments pursuant to section 1870(b) of
this Act as made applicable to this title by section 2106.

“(h) The Managing Trustee shall also pay from time to
time from the Trust Fund such amounts as the Secretary of
Health, Education, and Welfare certifies are necessary to
make the payments provided for by this part, and the pay-
ments with respect to administrative expenses in accordance
with section 201(g)1).

“(i) There is authorized to be appropriated, out of any

moneys in the Treasury not otherwise appropriated, such re-
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payable advances (without interest) as may be required to
assure prompt payment of benefits and administrative ex-
penses under this title and to provide a contingency reserve.
Such advances to the extent necessary shall be made availa-
ble through calendar year 1983.
“MEANING OF ‘STATE’, ‘UNITED STATES'
“Sec. 2110. As used in this part—

“(a) the term ‘State’ includes the District of Co-
lumbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa, and

“(b) the term ‘United States’, when used in a geo-
graphical sense, means the States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, American Samoa, and the Trust Terri-
tory of the Pacific Islands.

“PART B—EMPLOYER PLANS, AND SELF-EMPLOYED
Prans
“EFFECT OF COVERAGE
“Sec. 2120. Any individual who would otherwise be
eligible for benefits under part A of this title shall not be
eligiblé for such benefits during any period for which he is
covered under an employer plan or a self-employed plan ap-
proved by the Secretary under this part, but shall instead be
entitled to the benefits provided under such approved plan.
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“DEFINITIONS

“SEc. 2121. For purposes of this part—

“(a) The term ‘employer plan’ means—

‘(1) an insurance policy, contract, or other ar-
rangement entered into between an employer and a
carrier under which the carrier, in consideration of pre-
miums or other periodic payments, undertakes to pro-
vide, pay for, or reimburse the costs of, health services
received by those of the employer’s employees (and
those of the family members of such employees) who
are covered by the plan, or

“(2) a plan under which the employer, as a self-
insured employer (as defined in subsection (d)), under-
takes to provide, pay for, or reimburse the costs of,
health care services received by those of the employ-
er's employees (and those of the family members of
such employees) who are covered by the plan.

“(b) The term ‘self-employed plan’ means an insurance
policy, contract, or other arrangement entered into between a
self-employed individual and a carrier under which such car-
rier, in consideration of premiums or other periodic pay-
ments, undertakes to provide, pay for, or reimburse the costs
of, health services received by such individual (and those of
the family members of such individual who are covered by

the plan).
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“(c) The term ‘carrier’ means a voluntary association,
corporation, partnership, or other nongovernmental organiza-
tion which is engaged in providing, paying for, or reimburs-
ing the costs of, health services under insurance policies or
contracts, medical or hospital service agreements, member-
ship or subscription contracts, or similar arrangements, in
consideration of premiums or other periodic charges payable
to the carrier.

“(d) The term ‘self-insured employer’ means an employ-
er who (either through outside administrators, including car-
riers, or otherwise) engages, without insurance arrangements
with a carrier, to provide, pay for, or reimburse the costs of,
health services for some or all of his employees.

‘“(e} The term ‘employer’ includes a State (or political
subdivision thereof) and the Federal Government.

““APPROVAL OF PLANS

“Sec. 2122. (a}(1) In order for an employer plan or a
self-employed plan to be approved by the Secretary under
this part—

“(A) such plan, in the case of any plan other than

an employer plan of a self-insured employer, must be a

plan offered by a carrier which is approved by the Sec-

retary pursuant to subsection (c);

“(B) the coverage provided under such plan must

include, but shall not be limited to, a package of bene-

S. 351—4
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fits, which (in terms of scope of benefits and the condi-
tions of payment thereof) is the same as that provided
by the Federal catastrophic health insurance benefits
plan established by part A; except that the requirement
imposed by this clause shall not be construed to (i)
make applicable to the plan (or its administration) the
provisions of sections 1862 (b) or (d), 1815, 1816,
1842, 1866, 1869, 1870, 1972, or 2104(a)(1), and the
carrier offering such plan may utilize, in the adminis-
tration of the plan, payment and provider arrangements
of the kind which are employed by it in connection
with the administration of health insurance policies or
plans which are not approved under this part, (i) re-
quire that such plan provide coverage for ariy occupa-
tional injury or disease or for any item or service for
which any benefit is payable under a workmen’s com-
pensation law of the United States or a State, and (iii)
preclude the plan from making the benefits offered
thereunder subject to provision for coordination of
benefits provided under other plans (including the Fed-
eral plan established under part A), if such provision
for coordination of benefits is approved by the Secre-
tary as being consistent with prevailing practice within
the health insurance industry for the coordination of

benefits;
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“(C) such plan (in the case of an employer plan)
() must cover all of the employees of such employer

(other than employes who perform service for less than

25 hours per week, temporary employees or employees

who are entitled, under section 226, to hospital insur-
ance benefits under part A of title XVIII), and (i)
may, at the option of the employer, cover all of the
employees of the employer;

(D) such plan must cover the spouse and de-
pendent family members of any employee (in the case
of an employer plan) or self-employed individual (in the
case of a self-employed plan) covered by the plan;

“(E) such plan (in the case of an employer plan)
must not require or permit any financial participation
in the cost of the plan by any individual covered there-
under;

“(F) such plan (in the case of an employer plan)
must provide that coverage (in the case of a new em-
ployee, his spouse, and dependent family members) will
begin not later than the first day of the first calendar
month which commences more than 30 days after the
date the employee’s employment commences, and that
coverage of an employee (and of members of his family
who are covered by the plan) will not be terminated by

reason of the separation of the employee from his em-
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ployment by such employer prior to 90 days after the
date of such separation, or (if earlier) the first day after
the date on which such employee first obtains coverage
under another employer plan approved under this part;

(@) such plan, in the case of any employer plan
(other than an employer plan of a self-insured employ-
er) must be a plan under which there are available to
the employer arrangements for the pooling of risks
under the plan by which his employees are covered
and under the plans by which employees of other em-
ployers are covered so that the premium or other peri-
odic charge payable therefor to the carrier are deter-
mined on a class basis either (i) without regard to the
payments or reimbursements for health services re-
ceived by the employer’s employees (and family mem-
bers of such employees) covered by the plan, or (i)
without regard to the payments or reimbursements for
health services received by the employer’s employees
(and family members of such employees) in excess of a
specified amount agreed to between the employer and
the carrier of payments or reimbursements as to any
one individual or family and under which the premium
or other periodic charge made under such arrangement

is specifically identified to the purchaser;
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“(H) the premium or other periodic charge im-

posed for the pooling arrangements described in clause

(@) shall (in case of any plan other than an employer
plan of a self-insured employer) be stated, to the em-
ployer or self-employed individual subscribing to the
plan, in annual (or more frequent) billings or renewal
notices which shall be expressed in such a manner as

to facilitate a comparison of such premium or charge
with the amount allowable on account of such plan as

a tax credit under section 1403 or section 3114, as the

case may be, of the Internal Revenue Code of 1954.

*(2) In any case where, pursuant to one or more collec-

tive bargaining agreements, health insurance responsibilities
for one or more groups (but not all) of the employees of an
employer have been placed with a labor organization, the
Secretary may waive the requirement imposed by paragraph
(1)(C)(i) with respect to such group or groups of the employ-
er’s employees for such period as may be necessary to enable
the employer and the labor organizations with which he has
collective bargaining agreements a reasonable opportunity so
to arrange health insurance coverage of the employees of the
employer as to meet the requirement imposed by paragraph
(1X(CXi). The Secretary shall provide technical assistance to,
and recommend procedures to be employed by, such employ-

er and such organizations in meeting such requirement.
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“(3) Approval of the Secretary of any plan (other than
an employer plan of a self-insured employer) shall not be
denied because such plan is provided under arrangements

with carriers involving the plans of two or more employers in

1
2
3
4
5 the same industry or under a trust ‘or trade association ar-
6 rangement.

1 “(b)(1) No employer plan or self-employed plan shall be
8 approved by the Secretary except on the basis of an applica-
9 tion for approval submitted by the employer or self-employed
10 individual (or by a carrier on such person’s behalf) to the
11 Secretary, which application shall be in such form and con-
12 tain such information and assurances as the Secretary shall
13 by regulations require.

14 “(2) Applications for approval may contain provision for
15 recommendations of approval, by the insurance department
16 or similar agency of the State involved; and the Secretary
17 may employ any such recommendations as a hasis for expe-
18 diting approval of the application with respect to which such
19 recommendations are made.

20 *“(8)(A) The Secretary shall not approve any application
21 of an employer plan by a self-insured employer unless such
22 application contains or is supported by proof and assurances
23 satisfactory to the Secretary that the employer has the finan-
24 cial ability to discharge his obligations under the plan and has

45-50% O - 79 - 10



© O a1 DOt o W N

.
=W N = O

15
16
17
18
19
20
21
22
23
24
25

140

31
the administrative ability effectively to discharge such obliga-
tions.

“(B) The Secretary may, as a condition of approval of
an employer plan by a self-insured employer, require the em-
ployer to deposit in a depository designated by the Secretary
either an indemnity bond or securities (at the option of the
employer) of a kind and in an amount determined by the Sec-
retary, and subject to such conditions as the Secretary may
prescribe (which shall include authorization to the Secretary
in case of default of the employer’s obligations to provide
benefits under the plan to sell any of such securities sufficient
to discharge such obligations or to bring suit upon such bonds
to procure the prompt discharge of such obligations).

“(c)(1) As used in this section— -

“(A) the term ‘catastrophic health insurance’
means a health insurance policy or plan which provides
the coverage which is required pursuant to subsection

(a)}(1)(B); and

“(B) the term ‘carrier’ includes any nonprofit hos-
pital or medical service corporation.

“(2)(A) In order for a carrier to be spproved by the
Secretary under this subsection, the carrier must—

“4) offer, in each State in which such carrier does
health insurance business, catastrophic health insur-

ance to all individuals and groups on an annual or
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shorter contract basis, with the option of the policy-
holder to renew at the expiration of the term of the
policy, and'with provision that the coverage so offered
will not be discontinued or denied in the case of any
individual or group except for failure to make timely
payment of premium therefor;

“(ii) provide claims determination procedures with
respect to catastrophic health insurance benefits which
(D comply with the requirements imposed by section
503 of the Employee Retirement Income Security Act
of 1974 and the regulations issued thereunder by the
Secretary of Labor and (II) are consistent with those
employed by the carrier in its catastrophic health in-
surance business and which in general are at least as
favorable to claimants as those employed under the
Federal plan established by part A, and

“(iii) operate in accordance with procedures satis-
factory to the Secretary for meeting its obligations
with respect to policies of catastrophic health insurance
and for disposition of unearned premiums on such poli-
cies in the event of the discontinuance of such policies
or the withdrawal of its status as an approved carrier
by the Secretary.

“(B) In order to better enable carriers to meet the re-

25 quirements imposed by subparagraph (A)ii), the Secretary
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shall provide to carriers, offering approved plans under this
part, reasonable access to claim data developed under the
Federal plan established by part A.

‘(d) Approval of a plan by the Secretary under this sec-
tion shall not have the effect of causing such plan to be a
‘governmental plan’, as that term is employed in and for pur-
poses of title I of the Employee Retirement Income Security
Act of 1974, if such plan would, in the absence of such ap-
proval, not be a ‘governmental plan’, as that term is so em-
ployed. )

“(e)(1) It shall not be unlawful, under any antitrust law,
for any carrier or group of carriers to enter into or participate
in any pool, reinsurance, or other residual market arrange-
ment, or for any carrier to carry on any activity which is
necessary or appropriate to discharge its functions under any
such arrangement, if and to the extent that, such arrange-
ment and the activities taken pursuant thereto are confined to
the offering and administration of plans approved by the Sec-
retary under this section.

*“(2) As used in paragraph (1), the term ‘antitrust law’
means the Federal Trade Commission Act, each statute re-
ferred to in section 4 of that Act (15 U.S.C. 44) as an Anti-
trust Act, any other statute of the United States in pari ma-

teria, and any law of any State or political subdivision thereof

. 3561——5
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which prohibits or restrains contracts, combinations, or other
arrangements in restraint of trade.
“CERTIFICATIONS TO THE S8ECRETARY OF THE TREASURY

“Sec. 2123. (a) Whenever the Secretary approves, or
withdraws approval of, any employer plan or self-employgd
plan under this part, he shall submit a certification of his
action to the Secretary of the Treasury.

“(bX1) The Secretary shall, prior to January 1, of each
calendar year, certify to the Secretary of the Treasury the
Table of Values of Catastrophic Health Insurance Coverage
which shall be in effect for such calendar year, together with
such additional data as may be needed by the Secretary of
the Treasury in connection with the administration of sec-
tions 42, 1403, and 3114 of the Internal Revenue Code of
1954.

“(2) The table of values referred to in paragraph (1)
shall be developed, for each calendar year, by the Secretary
and shall, except for such adjustments as the Secretary shall
deem to be necessary, be the same as the Table of Values of
Catastrophic Health Insurance Coverage which is prepared
and recommended to the Secretary for such year by the Ac-
tuarial Committee established pursuant to section 2124.

“(3) Such table of values developed by the Secretary
shall be made available to all carriers who offer catastrophic
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health insurance plans approved under section 2122 and to
all other interested persons.
“ACTUARIAL COMMITTEE

“SEc. 2124. (a)(1) There is hereby established an Actu-
arial Committee which shall consist of five individuals, who
are not otherwise in the employ of the United States, ap-
pointed by the Secretary.

“(2XA) Members of the Committee shall be persons who
are qualified to perform the functions and duties of the Com-
mittee. No individual shall be a member of the Committee
unless he (i) is enrolled, or meets the conditions for enroll-
ment (other than those relating to pension experience), as an
actuary in the Joint Board for the Enrollment of Actuaries
established by section 3041 of the Employee Retirement
Income Security Act of 1974, and (ii) has significant actuar-
ial experience in the field of health insurance.

“(B) At no time shall more than two members of the
Commiitee be in the employ of a carrier (as defined in section
2122(c)(1)(B)) which does health insurance business.

“(3) Members of the Committee shall serve for terms of
4 years, except that of those first appointed, one shall be
appointed for a term of 1 year, one shall be appointed for a
term of 2 years, one shall be appointed for a term of 3 years,
and two shall be appointed for terms of 4 years. A member

may be reappointed, but no member may serve for more than
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2 successive terms. A member appointed to fill a vacancy
shall be appointed only for the unexpired term of his prede-
cessor. A majority of the members of the Committee shall
constitute & quorum thereof and action taken by the Commit-
tee shall be by majority vote of those present and voting. The
Secretary shall, from time to time, designate a member of the
Committee to serve as Chairman thereof.

‘“(4) The Secretary shall furnish to the Committee an
executive secretary and such secretarial, clerical, and other
services as may be required to enable the Committee to carry
out its duties and functions.

“(b)(1) Members of the Committee shall each be entitled
to receive the daily equivalent of the annual rate of basic pay
in effect for grade GS-18 of the General Schedule for each
day (including traveltime) during which they are engaged in
the actual performance of duties vested in the Committee.

“(2) While away from their homes or regular places of
business in the performance of services for the Committee,
members of the Committee shall be allowed travel expenses,
including per diem in lieu of subsistence, in the same manner
as persons employed intermittently in the Government are
allowed expenses under section 5703(b) of title 5 of the

United States Code.
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“(c) Section 14(a) of the Federal Advisory Committee

Act shall not apply to the Actuarial Committee established
pursuant to this section.

*“(dX1) It shall be the duty and function of the Commit-
tee to prepare and recommend to the Secretary, not later
than October 1 of each year, a Table of Values of Cata-
strophic Health Insurance Coverage which shall be in effect
for the calendar year commencing on the following January
1.

(2) Such table of values shall establish, for each State,
the actuarial value of one year’s catastrophic health insur-
ance coverage for one individual, as estimated for the calen-
dar year for which such table of values is to be in effect, and
shall be designed (with the use of a table of adjustment fac-
tors) to enable employers, carriers, and others involved with
plans approved under section 2122 to determine the actuarial
value of the catastrophic health insurance coverage provided
under any such plan.

*(3) The value of catastrophic health insurance cover-
age shall be established by the Committee according to the
best data and information available to it on the basis of the
expected costs or charges for health care services, the ex-
pected utilization of health care services by all persons
having such coverage, the expected administration and claim

payment expenses (including an allowance for risk) applicable
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to plans providing such coverage, and such other information
as the Committee determines to be relevant. In establishing
such value of coverage in any State, the Committee shall
employ appropriate adjustment factors, which shall be ap-
plied uniformly within the State, to reflect significant cost
differences related to geographic variations and the age and
dependency characteristics of irdividuals covered under plans
providing such coverage.

“(4) The term ‘catastrophic health insurance’, as used in
this section, means health insurance provided under plans ap-
proved under section 2122 which provides that minimum
coverage necessary to meet the requirement imposed in sec-
tion 2122(a)(1)(B).

“(e}(1) The Committee shall have the further duty (A) of
reviewing (by random claim or data sample or otherwise) the
marketing and rating practices of plans approved under sec-
tion 2122 with a view to determining whether such practices
unduly or inappropriately restrict, for particular groups, the
availability of coverage under plans approved under such sec-
tion, and (B) upon request of the Secretary of the Treasury,
to assist him in establishing procedures designed to assure
the proper administration of sections 42, 1403, and 3114 of
the Internal Revenue Code of 1954.

“(2) The Committee shall report to the Secretary its
findings resulting from its review functions, together with
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such recommendations as it may have based on such find-
ings.”
(b) Section 201(g) of the Social Security Act is amended
by—

(1) inserting after ‘‘title XVIII” the first time it
appears the following: “and the Federal Catastrophic
Health Insurance Trust Fund established by title
XXI”, and ' '

(2) inserting after “title XVII"” each time it ap-
pears therein after the first time the following: “and
title XXI".

AMENDMENTS TO INTEENAL REVENUE CODE OF 1954

SEC. 102. (a)(1) Section 1401 of the Internal Revenue
Code of 1954 (relating to rate of social security tax on self-
employment income) is amended by adding at the end thereof
the following new subsection:

“(c) CaTasTROPHIC HEALTH INSURANCE.—In addi-
tion to the taxes imposed by the preceding subsections, there
shall be imposed for each taxable year which begins after
December 31, 1980, on the self-employment income of every
individual a tax which is equal to 1 percent of the amount of
the self-employment income of such individual for such tax-
able year.”

(2) Such Code is further amended by (A) redesignating

section 1403 thereof (relating to miscellaneous provisions) as
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section 1404, and (B) by adding after section 1402 thereof
the following new section:
“SEC. 1403. CREDIT AGAINST CATASTROPHIC HEALTH INSUR-
ANCE TAX.

“(a) ACTUARIAL VALUE OF CATASTROPHIC HEALTH
INSURANCE COVEEAGE UNDER APPROVED PLANS FOR THE
SeLr-EMPLOYED.—If, during any part of the taxable year
the taxpayer has secured for himself (or for himself and mem-
bers of his family) catastrophic health insurance coverage
under a plan which is approved by the Secretary of Health,
Education, and Welfare under 2122 of the Social Security
Act, the taxpayer may, to the extent provided in this subsec-
tion and subsection (b), credit against the tax imposed by
section 1401(c) for such taxable year an amount equal to the
actuarial value of such coverage, as determined under the
appropriate Table of Values of Catastrophic Health Insur-
ance Coverage certified by such Secretary pursuant to sec-
tion 2123(b) of such Act.

“(b) Limit oN CrEDITS.—The total credits allowed a
taxpayer under this section shall not exceed 100 percent of
the tax against which such credits are allowable.”.

(8) The table of sections for chapter 2 of subtitle A of
such Code is amended by striking out the last item and in-
sérting in lieu thereof the following:

“Sec. 1403. Credit against catastrophic health insurance tax.
““Sec. 1404. Miscellaneous provisions.’.
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(b)(1) Section 3111 of such Code (relating to rate of
social security tax on employers) is amended by adding at the
end thereof the following new subsection:
“(c) CATASTROPHIC HEALTH INSURANCE.—

(1) In addition to the taxes imposed by the pre-
ceding subsections, there is hereby imposed on every
employer an excise tax, with respect to having individ-
uals in his employ, equal to 1 percent of the wages (as
defined in section 3121(a)) paid after December 31,
1980, by him with respect to employment (as defined
in paragraph (2)).

‘“(2) The term ‘employment’, as used in parégraph
(1), shall have the same meaning as when that term is
used for purposes of subsections (a) and (b), except that
the provisions of section 3121(b) shall be applied with-
out regard to the exclusions specified in paragraphs (5),
(6), (8), and (9) thereof.”.

(2) Such Code is further amended by adding after sec-
tion 3113 thereof the following new section:
“SEC. 3114. CREDIT AGAINST CATASTROPHIC HEALTH INSUR-
ANCE TAX.
“(a) AcTUARIAL VALUE OF CarasTROPHIC HEALTH
INsurRaANCE COVERAGE FOR EMPLOYEES UNDER Ap-
PROVED EMPLOYER PLANS.—If, during any period the tax-

payer has secured for any or all of his employees (and for
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family members of such employees) catastrophic health insur-
ance coverage under an employer plan approved by the Sec-
retary of Health, Education, and Welfare under section 2122
of the Social Security Act, the taxpayer may, to the extent
provided in this subsection and subsection (b), credit against
the tax imposed by section 3111(c) for such period an amount
equal to the actuarial value of such coverage, as determined
under the appropriate Table of Values of Catastrophic Health
Insurance Coverage certified by such Secretary pursuant to
section 2123(b) of such Act.

“(b) LimiT oN CrEDITS.—The total credits allowed to
a taxpayer under this section shall not exceed 100 percent of
the tax against which such credits are allowable.

“(c) PAYMENTS BY STATES.—For purposes of this sec-
tion, any Staie which has a State law approved by the Secre-
tary of the Treasury under section 2108 of the Social Secu-
rity Act shall be deemed to be a taxpayer to which the tax
imposed by section 3111(c) applies, and any payments which
such State is obligated to make to the Treasury pursuant to
such State law shall be deemed to be an obligation to pay
such tax.”.

(3) The table of sections for subchapter B of chapter 21
of subtitle C of such Code is amended by adding immediately
after the last item the following:

‘‘Sec. 3114. Credit against catastrophic health insurance tax.”.
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(c)(1XA) Subpart A of part IV of subchapter A of chap-
ter 1 of the Internal Revenue Code of 1954 (relating to cred-
its allowed) is amended by renumbering section 42 as 43, and
by inserting after section 41 the following new section:

“SEC. 42. CATASTROPHIC HEALTH INSURANCE TAX.

“There shall be allowed to the taxpayer, as a credit
against the tax imposed by this chapter for the taxable year,
an amount equal to 50 percent of the aggregate of the
amounts of the tax, imposed by sections 1401(c) and 3111(c),
paid by the taxpayer during the taxable year. For purposes of
this section, any credit allowed the taxpayer for the taxable
year under section 1403 shall be regarded as an amount of
the tax, imposed by section 1401(c), paid by the taxpayer for
the taxable year; and any credit allowed the taxpayer for the
taxable year under section 3114 shall be regarded as an
amount of the tax, imposed by section 3111(c), paid by the
taxpayer for the taxable year. Any amounts allowed as a
credit under this section shall not be allowed as a deduction
under section 164. A State which, for the taxable year, has
made contributions pursuant to a State law approved under
section 2108 of the Social Security Act shall be regarded as
a taxpayer for purposes of this section.”.

(B) The table of sections for such subpart is amended by
striking out the last item and inserting in lieu thereof the

following:
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“Sec. 42. Catastrophic health insurance tax.
“Bec. 48. Overpayment of tax.”.

1 (2) Section 6201(a)(4) of such Code (relating to assess-
2 ment authority) is amended by—
3 (A) inserting “‘or 42" after ‘‘section 39" in the
4 caption of such sections; and
5 (B) striking out “‘oil,”” and inserting in lieu thereof
6 “oil) or section 42 (relating to catastrophic health in-
7 surance tax),”.
8 (3) Section 6401(b) of such Code (relating to excessive
9 credits) is amended by—
10 (A) inserting after “lubricating oil)"’ the following:
11 “, and 42 (relating to catastrophic health insurance
12 tax),”’; and
13 (B) striking out ‘“‘sections 31 and 39" and insert-
14 ing in lieu thereof ‘“‘sections 31, 39, and 42",
15 TITLE O—PRIVATE BASIC HEALTH INSURANCE
16 CERTIFICATION PROGRAM '

17 Sec. 201. The Social Security Act is amended by
18 adding after title XIV thereof the following new title:

19 “TITLE XV—PRIVATE BASIC HEALTH

20 INSURANCE CERTIFICATION

21 “PURPOSE

22 “Sec. 1501, It is the purpose of this title to encourage

23 and facilitate the availability to the public of private basic
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health insurance coverage at a reasonable premium charge
by—
“(a) establishing a procedure whereby health in-
surance policies offered by private insurers may be cer-
tified by the Secretary as meeting minimum standards
with respect to adequacy of coverage, conditions of
payment, opportunity for enrollment, and reasonable-
ness of premium charges,
“(b) facilitating arrangements whereby basic
health insurance policies meeting such standards can
be offered through pools of private insurers, and
“(c) encouraging States, through their laws and
regulations pertaining to the health insurance industry,
to facilitate the offering, within the State, of such basic
health insurance coverage by carriers doing health in-
surance business within the State.
"““CERTIFICATION OF BASIC PRIVATE HEALTH INSURANCE
POLICIES

“SEc. 1502. (a) Any insurer which desires to have a
health insurance policy certified for use in one or more States
specified by the insurer may (in accordance with regulations
of the Secretary) provide to the Secretary, for his examina-
tion and certification, any health insurance policy.

“(bX1) If the Secretary, after examining any such policy

and evaluating any data submitted in connection with such
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policy, determines that such policy- meets the standards pre-
scribed in section 1504, he shall certify such policy for use in »
each State which has in effect a basic healih insurance facili-
tation program (as defined in section 1510).

“(2A) The certification by the Secretary of any such
policy shall be conditioned upon such policy’s continuing to
meet the standards prescribed in section 1504; and no policy
shall be deemed to have been certified by the Secretary under
this title for any period for which it fails to meet such stand-
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“(B) The Secretary shall establish procedures whereby
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any policy offered by such insurer shall from time to time
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1504, and (i) such data and information as the Secretary
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may require in order to assure proper coordination of the
administration of titles XIX and XXI.
“(¢) Notwithstanding the preceding provisions of this
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section, the Secretary shall not certify any health insurance
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policy of any insurer for use in any State unless such insurer
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furnishes assurances satisfactory to the Secretary that such

insurer (whether as a member of a health reinsurance or
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other residual market arrangement or otherwise) will make
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generally available, in each geographic .area of the State in
which the insurer does health insurance business, to all indi-
viduals and family members the following two health insur:
ance policies: (i) a policy which meets the standards of sec-
tion 1504, and (ii) & policy which, if it were issued in combi-
nation with a plan meeting the minimum coverage necessary
to meet the requirement imposed by section 2122(a}(1XB),
would, in the aggregate, meet the standards of section 1504.
“UTILIZATION OF STATE AGENCIES FOR CERTIFICATION
OF POLICIES

“Sec. 1503. If any State has in effect a basic health
insurance facilitation program (as defined in section 1510),
the Secretary shall, if such State is willing to do so, enter
into an agreement with such State whereby the agency re-
sponsible for the regulation of the health insurance industry
within such State will, on behalf of the Secretary, make such
determinations regarding whether basic health insurance
policies meet the requirements for certification under this
title, as may be specified by the Secretary. Such agreement
ghall provide that the agency will be reimbursed for its rea-
sonable expenses incurred in carrying out activities specified

in the agreement.
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“STANDARDS WITH RESPECT TO BASIC HEALTH
INSURANCE POLICIES

“Sec. 1504. (a) The Secretary shall not certify under
this title any insurance policy offered (or to be offered) by an
insurer unless he finds that—

. *“(1) such policy provides—

‘*(A) inpatient hospital coverage (without any
deductible in excess of $100 or copayment by the
insured person) for at least 60 days during any
policy year,

“(B) medical coverage which shall include
home, office, hospital, and other institutional care
provided by physicians,

“(C) with respect to medical coverage,
that—

“(i) subject to clauses (ii) and (iii), pay-
ment in full shall be made with respect to
not less than the first $2,000 of reasonable
expenses incurred by any insured person for
any policy year for services with respect to
which coverage applies,

*“(ii) the copayment required of any in-
sured person with respect to such reasonable
expenses shall not exceed 20 per centum

thereof, and
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“(iii) in the case of any deductible appli-

cable to the payment of such reasonable ex-
penses for any benefit year or benefit period
of not less than 12 months duration, such de-
ductible shall not exceed $50 for any insured
person, and that, for purposes of computing
such deductible for any calend..r, policy, or
other fixed benefit year or period, the insured
person shall be given credit for any deduct-
ible applied toward such expenses for the

last 3 months of the preceding policy year, .

“(D) in case such policy is a group policy,
there will be no exclusion from coverage or limi-
tation on payment on account of any medical con-
dition (including any preexisting condition) or any
waiting period prior to the beginning of coverage
with respect to any such condition,

“(E) in case such policy is an individual
policy (including a policy for an individual and
members of his family), there will be no exclusion
from coverage on account of any medical condi-
tion (including any preexisting condition) other
than pregnancy, and there will be no waiting
period prior to the beginning of coverage with re-
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spect to any preexisting condition which is greater
than 90 days after the date the policy is issued,

“(F) in case such policy covers an individual
and members of his family, coverage will be pro-
vided for all dependent unmarried children in the
family unde: age 22, and coverage will be auto-
matically extended, at birth to any newborn and
upon adoption to any newly adopted, child of such
individual or his spouse,

‘(@) in case such policy is a group policy
which covers all or a certain category of employ-
ees of any employer, that— .

““(i) coverage will not be terminated
with respect to any employee (and members
of such employee’s family, if such policy
covers such members) because of the termi-
nation of such employee’s employment prior
to the expiration of 31 days after the date of
such termination,

“(ii) the insurer offering such policy will
afford to any employee covered by such
policy whose employment has been terminat-
ed a reasonable opportunity to secure, from

such insurer a basic private health insurance
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policy which has been approved under this
title,

“(iii) there will be a periodic open en-
rollment period of at least 31 days (which
shall occur not less often than once during
each policy year) in which all eligible em-
ployees, who are not covered by such policy
because of failure to elect coverage at the
time of initial employment or during previous
open enrollment periods, can secure coverage
thereunder,

“(2) the premium charge for such policy is such
that there is not an unreasonable ratio of expenses to
premiums (as determined under subsection (d)); and

“(3) there is established an appropriate (but differ-
ent) premium rate for such policy when it is offered to
cover (A) a single individual, (B) a married couple, or
(C) a family.

“(b) The Secretary, in determining whether any com-
prehensive prepaid group practice plan is eligible for certifi-
cation under this section, shall, in lieu of the standards im-
posed by subsection (a), develop and apply criteria which
assure that such plan meets requirements which are, on an
actuarial and benefit basis, at least equivalent to such stand-

ards.
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“(c) Notwithstanding the provisions of subsections (a)
and (b), the Secretary shall not withhold approval under this
title of any health insurance policy solely because such policy

excludes—
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(1) charges for services or supplies in connection
with an occupational disease or injury,

“(2) items or services for which the insured indi-
vidual furnished such items or services has no legal ob-
ligation to pay, and which no other person (by reason
of such individual’s membership in a prepayment plan
or otherwise) has a legal obligation to provide or pay
for,

“(3) any item or service to the extent that pay-
ment has been made, or can reasonably be expected to
be made (as determined in accordance with regula-
tions), with respect to such item or service, under a
workmen’'s compensation law or plan of the United
States or a State,

“(4) charges for services or supplies with respect
to which benefits are provided under title XVIH or
title XXI,

*“(5) items or services which are not reasonable
and necessary for the diagnosis or treatment of illness
or injury, pregnancy, or to improve the functioning of a
malformed body member,
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‘(6) charges for care, treatment, services, or sup-
plies, provided to any individual, to the extent that the
payment of benefits with respect thereto is prohibited
by any applicable law of the jurisdiction in which such
individual is residing at the time he receives such care,
treatment, services, or supplies,

“(7) charges for care, treatment, or supplies pro-
vided to any individual, to the extent that they are not
reasonably priced (except that, for purposes of this
paragraph, the charge for any item or service shall be
deemed to be reasonable, if such charge is not in
excess of the allowable charge therefor under title
XVII or XXI),

‘(8) charges in connection with routine physical
checkups,

‘(9) expenses incurred for items or services,
where such expenses are for cosmetic surgery or are
incurred in connection therewith, except as required for
the prompt repair of accidental injury or for improve-
ment of the functioning of a malformed body member,

“(10) charges made by a hospital for the profes-
sional services of any resident physician or intern to
the extent that such charges are in excess of the actual

cost incurred by the hospital in providing such services,
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“(11) charges for the professional services of a
psychiatrist to the extent that such charges exceed

$400 in a policy year, or
“(12) amounts which represent deductible and co-
insurance provisions and which generally result in ag-
gregate benefit coverage which is at least equal to the
actuarial equivalent of the benefit coverage resulting
from the application of the deductible apd coinsurance

provisions in section 1504(a)(1).

“(d{1) With respect to policies submitted to the Secre-
tary for his certification under this title, the Secretary shall
establish (after considering the size of the groups to be cov-
ered by any such policy and the nature of the insurer) appro-
priate reasonable ratios of expenses to premiums imposed for
coverage thereunder. In the case of individual policies such
ratios shall be the same as those established by the Secretary
for group policies covering the smallest groups. After making
an initial determination with respect to any such policy, the
Secretary shall periodically thereafter review and make a re-
determination of such ratios based on actual expenses there-

under and the actual premium charges made for the period

_with respect to which the review is made, in order to deter-

mine whether such policy continues to meet the requirements

for certification.
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“(2) In determining the appropriate reasonable ratio of
expenses to premiums imposed with respect to any particular
health insurance policy offered by an insurer, the Secretary
shall, in his determinations of such ratio, give consideration
to the average ratio, with respect to group policies generally
underwritten by insurers (classified on the basis of nonprofit
or profitmaking) with respect to policies excluding those
which are not certified under this title.

“APPROVED CARRIER

“Sec. 1505. For purposes of sections 1923(b), 1816,
and 1842, an ‘approved carrier’ is an insurer which the Sec-
retary has found (1) to offer one or more health insurance
policies approved under section 1502 to the general public in
each geographic or normal service area in which insurer
offers health insurance policies (including any which are not
approved under this title) and (2) to employ effective proce-
dures and practices designed to assure, through means con-
sistent with efficient practices within the insurance industry,
appropriate controls of utilization of health care < -vices and
the costs and charges imposed therefor with respect to which
it will financially participate.

“ANTITBUST EXEMPTION

“SEc. 1506. (a) It shall not be unlawful under any anti-

trust law for any insurer to enter into any contract, combina-

tion, or other arrangement with any other insurer or group of
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insurers for the sole purpose of establishing or participating
in an insurance pool, reinsurance, or other residual market,
arrangement whereby there will be offered to the public
health insurance policies approved under section 1502, if
such contract, combination, or other arrangement is approved
by the Secretary, as being consistent with the purposes of
this title, before any party to the contract, combination, or
other arrangement has carried out any activity, or refrained
from carrying out any activity, under its terms (other than
such activity as may be necessary to negotiate the contract,
combination, or other arrangement and to apply for approval
of the same under this section). The Secretary shall not ap-
prove any contract, combination, or other arrangement under
which the parties thereto agree to act in a manner which
constitutes a violation of any such law for which no exemp-
tion is provided under the preceding sentence or for purposes
other than the purposes for which the exemption contained in
the meceding sentence is established. Nothing contained in
this subsection shall exempt from any antitrust law any pred-
atory pricing or practice, or any other conduct in the other-
wise exempt activities of two or more such insurers under a
contract, combination, or other arrangement approved under
this section which would be unlawful under any such law if

engaged in by only one such insurer.
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“() For purposes of this section, the term ‘antitrust
law’ means the Federal Trade Commission Act, each statute
referred to in section 4 of that Act (15 U.S.C. 44) as an
Antitrust Act, any other statute of the United States in pari
materia, and any law of any State or political subdivision
thereof which prohibits or restrains contracts, combinations,
or other arrangements in restraint of trade.

““ESTABLISEMENT OF EMBLEM TO INDICATE
CERTIFICATION

“Sec. 1507. (a) The Secretary shall cause to be de-
signed an appropriate emblem which may be used as an indi-
cation that certification of an insurance policy under this title
has been made by the Secretary; and any insurer which has
secured certification of an insurance policy by the Secretary
under this title may have printed thereon such emblem, and
may, in advertising such policy to potential subscribers, state
that such policy has received such a certification.

“BEPORT TO CONGRESS

“SEc. 1508. The Secretary shall, at the earliest practi-
cable date (but not later than 60 days) after the expiration of
the three-year period which commences on the date of enact-
ment of this section, submit to the Congress a report indicat-
ing (1) the extent to which basic private health insurance
policies certified by the Secretary under this title are actually
and generally available to the residents of each State, and (2)



© 00 a2 & Ot e W N e

[ I - N - N N N S O e . T - S VU Vi G VG vy
LN - SR — 2 - e - B~ S B R L =)

167

58

the extent to which residents in each State are covered by

such policies.

“DUTY OF SECRETARY TO MAKE AVAILABLE INDIVIDUAL
AND FAMILY HEALTH INSURANCE POLICIES ON A
COST BASBIS
“SEc. 1509. (a) The Secretary shall offer a standard

health insurance policy, which meets the applicable criteria

prescribed under this title with respect to approved basic
health insurance policies, to individuals, married couples, and

families living in any State (1) which does not have in effect a

basic health insurance facilitation program (as found by the

Secretary under section 1510, and (2) in which there is not

actually and generally available one or more approved basic

health insurance policies approved under this title.

“(b) The premiums imposed under any such policy shall
be in an amount designed to cover the costs (inclusive of
administrative costs and appropriate reserves which will be
incurred in furnishing the benefits provided in the policy.

“(c) No such policy shall be offered in any area prior to
the expiration of the 3-year period which commences on the
date of enactment of this title.

“(d) Premiums collected by the Secretary for insurance
policies offered by him under this section shall be deposited in
an Insurance Revolving Fund, and moneys in such fund shall
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be available, without fiscal year limitation, for the payment of
claims under such policies.

“(e) For the purpose of providing a contingency reserve
for the insurance program established by this section, there is
authorized to be appropriated such sums as may be neces-
sary; and any sums appropriate for such purpose shall remain
available for the purpose of making repayable advances
(without interest) to the Insurance Revolving Fund author-
ized to be established under subsection (d).

“(f) The Secretary, in making payment for services cov-
ered under any insurance policy issued pursuant to this sec-
tion, shall utilize the payments methodology and administra-
tive mechanism employed by him for making payment for
services covered under the insurance programs established by
title XVIII.

‘“BASIC HEALTH INSURANCE FACILITATION PROGRAM

“Sec. 1510. (a) For purposes of this title, a State shall
be regarded as having in effect a basic health insurance facili-
tation program only if the Secretary, after examining the per-
tinent laws and regulations of such State governing the doing
of health insurance business within the State by carriers, de-
termines that such laws and regulations—

“(1) require the establishment of one or more
health reinsurance or other residual market arrange-

ment to be utilized by such carriers in connection with
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the offering within the State of basic health insurance
policies which meet the standards for certification by
the Secretary established by this title,

“(2) require all such carriers to be members of a
health reinsurance or other residual market arrange-
ment and provide that losses, under any such arrange-
ment, will be shared by all members thereof on & pro
rata basis in proportion to their respective shares of
the total health insurance premium earned in the State
during the calendar year,

‘“(8) provide that premiums charged for policies
issued to individuals or family members under any such
health reinsurance or other residual market arrange-
ment shall not be less than 125 per centum nor more
than 150 per centum of the average group rate for the
same coverage under a group policy covering ten lives,
and

‘“(4) otherwise encourage and facilitate the offer-
ing of such policies within the State by all carriers
doing health insurance business therein on a basis
which is fair and equitable to each such carrier.

“(b) The Secretary is authorized, upon the request of

23 any State, to provide appropriate technical assistance to aid

24 the State in developing a program which meets the condi-

25 tions prescribed in subsection (a).”.
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TITLE II—OTHER AMENDMENTS
IMMUNIZATIONS

SEc. 301. (a) Section 1861(s) of the Social Security Act
is amended—

(1) by striking out “‘and” at the end of paragraph
8),

(2) by striking out the period at the end of para-
graph (9) and inserting in lieu thereof ‘; and”,

(3) by inserting immediately after paragraph (9)
the following new paragraph:

“(10) such immunizations as the Secretary deter-
mines are appropriate, but only if provided on a sched-
uled allowance basis (as determined under regulations
of the Secretary).”, and

(4) by redesignating paragraphs (10) through (18)
as paragraphs (11) through (14), respectively.

(b) Section 1864(a) of such Act is amended by striking
out “‘paragraphs (10) and (1 1) and inserting in lieu thereof
“paragraphs (12) and (13)”.

(c) Section 1862(a}7) of such Act is amended by insert-
ing immediately after “(7)” the following: ‘‘except as pro-
vided in section 1861(s}10),”.

(d) The amendments made by this section shall apply
only with respect to services furnished on or after the first
day of the month following in which this section is enacted.
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MENTAL HEALTH SERVICES
SEc. 302. (a) Section 1833(c) of the Social Security Act
is amended—

(1) by striking out “$312.50" and inserting in lieu
thereof “$500", and

(2) by striking out “62%2 per centum’ and insert-
ing in lieu thereof ‘80 per centum”.
(b) Section 1812 of such Act is amended—

(1) by striking out subsection (c) thereof,

(2) in subsection (b) thereof, by striking out *‘(sub-
ject to subsection (¢))”’, and

(3) in subsection (e) thereof, by striking out “sub-
sections (b), (c), and (d)” and inserting in lieu thereof
“subsections (b) and (d)”.
(c) The amendments made by subsection (a) shall be ef-

fective only with respect to services furnished after Decem-
ber 31, 1980. The amendments made by subsection (b) shall
be effective only with respect to services furnished after De-
cember 31, 1981.

AMOUNT OF PREMIUMS FOR H7SPITAL INSURANCE

COVERAGE

Sec. 303. (a}1) The second sentence of section
1818(dX2) of the Social Security Act is amended by striking
out “Such amount shail be equal to $33, multiplied by” and

79 - 12
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inserting in lieu thereof ‘‘Such amount shall be equal to 50
per centum of the product of $33 multiplied by".

(2) The amendment made by paragraph (1) shall be ap-
plicable in the case of premiums imposed on and after July 1,
1979.

(b) In addition to other moneys appropriated to the Fed-
eral Hospital Insurance Trust Fund, there shall be appropri-
ated from time to time, with respect to periods commencing
after June 30, 1979, amounts equal to 100 per centum of the
amounts deposited in such Fund pursuant to section 1818(f)
of the Social Security Act from premiums payable for such
period.

PAYMENT FOR EXTENDED CARE SERVICES

SEc. 304. Section 1861(v)E) of the Social Security Act
is amended to read as follows:

“(EXi) In the case of services furnished by a skilled
nursing facility with respeet to which payment for services
furnished under title XIX is made on a cost-related basis
pursuant to the provisions of section 1920(d}(2), such regula-
tions may provide for the use of rates which are the same as
the rates obtaining for such services under title XIX (except
that such rates may be increased by the Secretary on a class
or size of institution, or on a geographical basis by a percent-
age factor not in excess of 10 per centum to take into ac-

count determinable items or services or other requirements
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under this title not otherwise included in the computation of
such rates under title XIX): Provided, That no such regula-
tions shall become effective prior to the 60th day following
the date on which the Secretary submits to the Congress a
copy thereof together with a full and complete description of
the methodology which would be employed in the determina-
tion of rates pursuant thereto, and an evaluation by the Sec-
retary and by the Comptroller General of such methodology
in terms of the extent to which the employment thereof will
promote the efficient and economical administration of this
title and equitable treatment to and between skilled nursing
facilities furnishing services for which payment may be made
hereunder.”.

EXTENSION OF COVERAGE UNDER RENAL DISEASE

PROGRAM

Sec. 305. Section 226(e) of the Social Security Act is
amended by adding at the end thereof the following: “For
purposes of the preceding sentence, any individual, who on or
after the date of enactment of this sentence fails to meet the
condition imposed by clause (2) of such sentence, shall be
deemed to meet such condition. There are authorized to be
appropriated, from time to time, to the Federal Hospital In-
surance Trust Fund and to the Federal Supplementary Medi-
cal Insurance Trust Fund such sums as may be necessary (as

based on estimates of the Secretary) to place each such Fund
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in the same financial condition that it would have occupied
had the preceding sentence not been enacted.”.
ENCOURAGEMENT OF PHILANTHROPIC SUPPORT FOR
HEALTH CARE
Sec. 306. Title XI of the Social Security Act is amend-
ed by inserting after section 1133 (as added by section 29 of
this Act) the following new section:
“ENCOURAGEMENT OF PHILANTHROPIC SUPPORT FOR
HEALTH CARE
“SEc. 1134. (a) It is the policy of the Congress that
philanthropic support for health care be encouraged and ex-
panded, especially in support of experimental aﬁd innovative
efforts to improve the health care delivery system and access
to health care services.
“(bX1) For purposes of determining, under title XVIIT
or XIX, the reasonable costs of any service furnished by a
provider of health services—

“(A) except as provided in paragraph (2), unre-
stricted grants, gifts, and endowments and income
therefrom, shall not be deducted from the operating
costs of such provider, and

“(B) grants, gifts, and endowments income desig-
nated by a donor for paying specific operating costs of
such provider shall be deducted from the particular op-

erating costs or group of costs involved.
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*(2) Income from endowments and investments may be
used to reduce interest expense, if such income is from an
unrestricted gift or grant and is commingled with other funds,
except that in no event shall any such interest expense be

reduced below zero by any such income."”’.
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96TH CONGRESS S
18T SE8SION ° 748

To protect all Americans from the costs of catastrophic illness through improve-

ments in the medicare program and the creation of private and public
catastrophic health insurance programs.

. IN THE SENATE OF THE UNITED STATES
MazncH 26 (legislative day, FEBRUARY 22), 1879

. DoLE (for himself, Mr. DaNFORTH, and Mr. Domenici) introduced the

following bill; which was read twice and referred to the Committee on
Finance

A BILL

To protect all Americans from the costs of catastrophic illness

(> B N I

through improvements in the medicare program and the
creation of private and public catastrophic health insurance
programs.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SHOBT TITLE

SecTION 1. This Act may be cited as the ‘‘Catastrophic
Health Insurance and Medicare Improvements Act of 1979".

e ]
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PURPOSE

Sec. 2. It is the purpose of this Act to provide the
opportunity for all americans to be protected against the
costs of catastrophic illness by improving the medicare pro-
gram established by title XVIII of the Social Security Act,
assuring that the majority of the population is protected
against catastrophic illness through private insurance, and
providing premium subsidies for those who cannot afford such
privatc insurance.

TITLE I-MEDICARE IMPROVEMENTS
MODIFICATIONS IN 8COPE OF BENEFITS FOR HOSPITAL,
EXTENDED CARE, AND HOME HEALTH SERVICES

Skc. 101. (a)X1) Section 1811 of the Social Security Act
is amended by striking out ‘‘post-hospital”’.
(bX1) Paragraphs (1), (2), and (3) of section 1812(a) of
the Social Security Act are amended to read as follows:
“(1) inpatient hospital services;
“(2) post-hospital extended care services for up to
100 days during any spell of illness; and
“(3) home health services.”.
(2) Section 1812(b)X1) of such Act is repealed.
(3) Subsections () and (d) of section 1812 of such Act
are repealed.
(4) Section 1812(e) of such Act is amended to read as

follows:
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“(e) For purposes of subsection (b), inpatient psychiatric

hospital services shall be taken into account only if payment
is or would be, except for this section or the failure to comply
with the request or certification requirements of or under sec-
tion 1814(a), made with respect to such services under this

part.”.

(c) Section 1814(a)(2)(D) of such Act is amended—

(1) by striking out “‘post-hospital”’; and

(2) by striking out “for any of the conditions with
respect to which he was receiving inpatient hospital
services (or services which would constitute inpatient
hospital services if the institution met the requirements
of paragraphs (6) and (9) of section 1861(e)) or post-
hospital extended care services”.
(d) Section 1814(i) of such Act is amended—

(1) by striking out ‘‘Posthospital” in the heading
thereof; and

(2) by striking out ‘‘posthospital” in paragraph
(1).
(eX(1) Section 1832(a)(2)(A) of such Act is amended by

striking out “for up to 100 visits during a calendar year’'.

(2) Section 1832(b) of such Act is amended to read as

follows:

“(b) For definitions of ‘medical and other health serv-

25 ices’ and other terms used in this part, see section 1861.”.
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(f) Section 1834 of such Act is repealed.

(8 Section 1861(i) of such Act is amended by striking
out “if he is admitted to the skilled nursing facility—" and
all that follows and inserting in lieu thereof the following: “if
he is admitted to the skilled nufsing facility within 30 days
after discharge from such hospital if he is admitted on ac-
count of a condition which is directly related to the condition
for which he was hospitalized. An individual shall be deemed
not to have been discharged from a skilled nursing facility if,
within 30 days after discharge therefrom, he is admitted to
such facility or any other skilled nursing facility.”.

(h) Sections 1814(a}(2}(D) and 1835(a)(2A) of such Act
are each amended—

(1) by striking out “was confined to his home”
and inserting in lieu thereof in each instance ‘“‘was sub-
stantially confined to his home’’; and

(2) by inserting “, occupational,” after ‘‘physical”.
(1) Section 1861(n) of such Act is repealed.

(2) Section 1861(e) of such Act is amended—

(A) by striking out “subsections (i) and (n)” in the
matter preceding paragraph (1) and inserting in lieu
thereof ‘‘subsection (i)’’; and

(B) by striking out “subsections (i) and (n)”’ in the
third sentence and inserting in lieu thereof “‘subsection

(i)".
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() Section 1861(0)(8) of such Act is amended by insert-
ing before the semicolon at the end thereof the following: “,
which shall include standards developed by the Secretary
with respect to health, safety, and the quality and appropri-
ateness of services, including the training of home health
aides”.

(k) Section 226(c)(1) of such Act is amended—

(1) by striking out “and post-hospital home health
services” and inserting in lieu thereof ‘‘and home
health services’’; and

(2) by striking out “‘or post-hospital home health
services” in clause (B).

() Section 7(dX1) of the Railroad Retirement Act is
amended by striking out ‘“‘posthospital home health services”
and inserting in lieu thereof ‘‘home health services”.

MODIFICATION OF COINSURANCE AND DEDUCTIBLES

Sec. 102. (a)(1) Section 1813(a)1) of the Social Secu-
rity Act is ar;mnded by striking out all after the first sentence
thereof.

(2) Section 1813(a)(3) of such Act is repealed.

(b) Section 1833(c) of such Act is amended by striking
out “there shall be considered’’ and all that follows and in-
serting in lieu thereof “‘there shall not be considered as in-
curred expenses for purposes of subsections (a) and (b) any.

amounts which exceed (in the aggregate) $937.50."”. -
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COMMUNITY MENTAL HEALTH CENTERS

Sec. 103. (a) Section 1812(a) of the Social Security Act
(as amended by section 101 of this Act) is further amended—

(1) by striking out ‘‘and” &t the end of paragraph
(2); ]

(2) by striking out the period at the end thereof
and inserting in lieu thereof *; and”’; and

(3) by adding the following new paragraph at the
end thereof:

‘(4) community mental health center services for
up to a reasonable number of visits (as defined by the
Secretary) during a calendar year.”.

(b) Section 1812 of such Act is amended by adding the
following new subsection at the end thereof:

“(g1) Payment under this part may be made for com-
munity mental health center services furnished an individual
for only up to a reasonable number of visits (as defined by the
Secretary) during any calendar year.

“(2) Services shall be taken into account for purposes of
paragraph (1) of this subsection only if payment is or would
be, except for this section or the failure to comply with the
request and certification requirements of or under section
1814(a), made with respect to such services under this
part.”.

(c) Section 1814(a)2) of such Act is amended—
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(1) by striking out ““or’”’ at the end of subpara-
graph (D);
(2) by inserting ‘“‘or’”’ at the end of subparagraph
(E); and
(3) by adding the following new subparagraph at
the end thereof:
“(F) in the case of community mental health
center services, (i) such services are or were
medically necessary, (ii) a plan for furnishing such
services has been established by a physician (as
defined in section 1861(r{1)) or other mental
health professional (as defined for this purpose in
regulations by the Secretary) and is periodically
reviewed and approved by a physician, and (iii)
such services are or were furnished while the indi-
vidual is or was under the care of & physician;”.
(d) Section 1814(b) of such Act is amended—

(1) by striking out “‘or” at the end of paragraph
1y

(2) by striking out the period at the end of para-
graph (2) and inserting in lieu thereof **; or”’; and

(3) by adding the following new paragraph at the
end thereof:

“(3) with respect to community mental health

center services, equal to the costs which are reasonable
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and related to the cost of providing such services or

which are based on such other tests of reasonableness

as the Secretary may prescribe in regulations, includ-
ing those authorized under section 1861(v}1)A).”.

(e) Section 1861(1) of such Act is amended by inserting
“‘or community mental health center’’ after ‘“‘nursing facility”’
each time it appears therein.

() Section 1861(u) of such Act is amended by inserting
“community mental health center,” after ‘“home health
agency,”’.

(g) Section 1861(w)X1) of such Act is amended by insert-
ing “community mental health center,”, after ‘nursing
facility,”.

(h) Section 1861 of such Act is amended by adding the
following new subsection at the end thereof:

“Community Mental Health Center Services

;'(bb)(l) The term ‘community mental health center
services' means the following items and services furnished to
an individual as an outpatient by a community mental health
center or (to the extent permitted in regulations by the Sec-
retary) by others under arrangements with them made by the
center—

“(A) active diagnostic and therapeutic services
furnished by qualified mental health professionals (as
defined by the Secretary in regulations), including psy-
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chologists and psychiatric social workers and psychiat-
ric nurses;
“(B) drugs and biologicals which cannot, as deter-
mined in accordance with regulations, be self-adminis-
tered; and
“(C) such items and supplies as are ordinarily fur-
nished to outpatients by community mental health cen-
ters in connection with an active mental health pro-
gram of diagnosis and treatment,
excluding, however, any item or service if it would not be
included under subsection (b) if furnished to an inpatient of a
hospital.

“(2) The term ‘community mental health center’ means
a facility which—

“(A) meets the definition of 8 community mental
health center under section 201 of the Community
Mental Health Centers Act and the regulations pre-
scribed thereunder;

“(B) is primarily engaged in providing outpatient
mental health services;

“(C) has & requirement that all mental health
services are provided under the case management of a

physician;
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‘(D) meets such requirements as the Secretary
may prescribe with respect to staffing requirements
and qualifications of the staff;

*(E) maintains clinical records on all patients;

“(F) has in effect a utilization review plan in ac-
cordance with regulations prescribed by the Secretary;

‘(@) has in effect an agreement with a hospital
pursuant to subsection (1);

“(H) in the case of a community mental health
center in any State in which State or applicable local
law provides for the licensing of community mental
heslth centers, is licensed pursuant to such law;

“(I) has appropriate procedures or arrangements
(in compliance with applicable State and Federal law)
for storing, administering, and dispensing drugs and
biologicals; and

“(J) meets such other conditions of participation
as the Secretary may find necessary in the interest of
the health and safety of individuals who are furnished
services by such center.”.

(1) Section 1832(a{(2}B)(i) of such Act is amended—

(1) by striking out ‘“‘or’” at the end of subclause
@;

(2) by striking out “and” at the end of subclause

TP

(II) and inserting in lieu thereof “‘or’’; and
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1 (3) by adding the following new subclause after
2 subclause (II):
3 “(III) a physician to a patient in a communi-
4 ty mental health center; and”’.
5 (j) Section 1864(a) of such Act is amended—
6 (1) by inserting *, or whether a facility therein is
1 & community mental health center as defined in section
8 1861(bb}2)”’ before the period at the end of the first
9 sentence;
10 (2) by inserting ‘“‘or a community mental health
11 center” after “home health agency’’ in the second sen-
12 tence; and
13 (3) by inserting “édr&nunity mental health
14/ center,” after “laboratory,” each time it appears in the
15 fifth sentence. .
16 (k) Section 226(c)(1) of such Act is amended by insert-
17 ing “community mental health center services,” after ““post-
18 hospital extended care services,” the first time it appears
19 therein.
20 (1) Section 7(dX1) of the Railroad Retirement Act of
21 1974 is amended by inserting ‘“community mental health
22 center services,” after “inpatient hospital services,”.
23 MEDICARE COVERAGE FOR CATASTROPHIC ILLNESS
24 Skc. 104. (a) Section 1833(a) of the Social Security Act

25

is amended—
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1 (1) by striking out “‘and” at the end of paragraph
2 (2);
3 (2) by striking out the period at the end of para-
4 graph (3) and inserting in lieu thereof *, and”’; and
5 (3) by adding at the end thereof the following new
6 paragraph:
7 “(4) in the case of covered services as defined in
8 section 1861(cc), which are rendered during a cata-
9 strophic benefit period (as defined in section 1861(cc)),
10 100 percent of the reasonable charge, reasonable cost,
11 customary charge or other criteria (as the case may be)
12 as those criteria are otherwise determined for such
13 services under this section or section 1861(cc).”.
14 (b) Section 1861 of such Act is amended by adding after
15 subsection (bb) (as added by section 103 of this Act) the fol-
16 lowing new subsection:
17 ‘“‘Benefits During Period of Catastrophic Illness
18 “(ccX1) Any individual enrolled under part B of this title
19 shall be entitled to catastrophic illness benefits as provided in
20 section 1833(a)(4) during a period of catastrophic illness.
21 “(2A) A period of catastrophic illness with respect to
22 any individual shall begin when such individual has either—
23 (i) had out-of-pocket expenses for coinsurance for
24 services for which payment may be made under part B
25 of this title which exceed, in the aggregate, $1,000 in

45-505 O - 79 - 13



© O A O Ot e W N e

L - - T R - R O S S S g P Y
Ot o W D = O O W -3 O WGt A~ W o =, O

188

13
any 15-month period consisting of one calendar year
plus the last 3 months of the preceding calendar year;
or

“(ii) incurred expenses for covered services (as de-
fined in paragraph (3)) which excecd, in the aggregate,
$5,000 in any such 15-month period.

“(B) A period of catastrophic illness with respect to any
individual shall end on—

“(i) the day in such calendar year which follows
the first period of 90 consecutive days therein during
which the individual incurred expenses for covered
services (as defined in paragraph (3)) which aggregate
less than $500; or

“(ii) the last day of such calendar year, if earlier.
“(C) The dollar amounts of incurred expenses which de-

termine the beginning or end of a pericd of catastrophic ill-
ness under subparagraph (B) shall be adjusted each year by
the Secretary, beginning on September 1 with respect to the
following calendar year, by a percentage equal to the per-
centage increase or decrease (as the case may be) in the
medical care services component of the Consumer Price
Index (as determined by the Department of Labor) as adjust-
ed to reflect other appropriate economic factors (as deter-
mined by the Secretary) during the 12-month period ending
on the June 30 last preceding such September 1.
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“(3) For purposes of this subsection and section
1833(a)(4) ‘covered services’ means—

“(A) any services with respect to which benefits
are payable to eligible individuals under section 1832;
and

“(B) eligible drugs (as defined in subsection
(t)2))."”.

ELIGIBLE DRUGS

SEc. 105. (a) Section 1861(t) of the Social Security Act
is amended—

(1) by inserting “‘(1)" after “(t)"";

(2) by inserting before the period at the end there-
of the following: ‘, or as are approved by the Formu-
lary Committee established under section 1882"; and

(3) by adding at the end thereof the following new
paragraph:

“(2) The term ‘eligible drug’ means a drug or biological
which (A) can be self-administered, (B) requires a physician’s
prescription (except for insulin), (C) is prescribed when the
individual requiring such drug is not an inpatient in a hospital
or extended care facility, during a period of covered care, (D)
is included by strength and dosage forms among the drugs
and biologicals approved by the Formulary Committee, (E) is
dispensed (except as provided by section 1833(i)), by a phar-

macist from a participating pharmacy, (F) is dispensed in
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quantities consistent with proper medical practice and rea-
sonable professional discretion, and (Q@) is a drug which is
necessary for treatment of & crippling or life-threatening
chronic disease which is common to the population of benefi-
ciaries under this title (as determined by the Secretary in
regulations).”.

(b) Section 1861 of such Act is amended by adding after
subsection (cc) (as added by section 104 of this Act) the fol-
lowing new subsection:

“Participating Pharmacy

“(dd) The term ‘participating pharmacy’ means a phar-
macy, or other establishment (including the outpatient de-
partment of a hospital) providing pharmaceutical services,
which—

“(1) is licensed as such under the laws of the
State (where such State requires such licensure) or is
otherwise lawfully providing pharmaceutical services in
which such drug is provided or otherwise dispensed in
accordance with this title;

“(2) has agreed with the Secretary to act as a
provider of services in accordance with the require-
ments of this section, and complies with such other re-
quirements as may be established by the Secretary in
regulations to assure the “;iroper, economical, and effi-

cient administration of this title;
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“(3) has agreed to submit, at such frequency and
in such form as may be prescribed in regulations, bills
for amounts payable under this title for eligible drugs
furnished under part A of this title; and

“(4) has agreed not to charge beneficiaries under
this title any amounts in excess of those allowable
under this title with respect to eligible drugs except for
so much of the charge for a prescription (in the case of
a drug product prescribed by a physician, of a drug
entity in a strength and dosage form included in the
Formulary where the price at which such product is
sold by the supplier thereof exceeds the reasonable al-
lowance) as is in excess of the reasonable allowance
established for such drug entity in accordance with sec-
tion 1884.”.

(c) Section 1861(u) of such Act (as amended by section
103 of this Act) is further amended by inserting ‘‘pharmacy,”
after ‘‘community mental health center,”’.

(0> Section 1833 of such Act is amended by redesignat-
ing the second subsection (g) as subsection (h) and by adding
at the end thereof the following new subsection:

“@i) Payment may be made under this part for eligible.
drugs only whep such drugs are dispensed by a participating
pharmacy; except that payment under this part may be made
for eligible drugs dispensed by a physician where the Secre-
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tary determines, in accordance with regulations, that such
eligible drugs were required in an emergency or that there
was no participating pharmacy available in the community, in
which case the physician (under regulations prescribed by the
Secretary) shall be regarded as a participating pharmacy for
purposes of this part with respect to the dispensing of such
eligible drugs.”.

(e) Part C of title XVIII of such Act is amended by
adding at the end thereof the following new sections:

“MEDICARE FORMULARY COMMITTEE

“Sec. 1882. (a)(1) There is established, within the De-
partment of Health, Education, and Welfare, a Medicare
Formulary Committee (hereafter in this section referred to as
the ‘Committee’), a majority of whose members shall be phy-
sicians and which shall consist of the Commissioner of Food
and Drugs and four individuals (not otherwise in the employ
of the Federal Government) who do not have a direct or indi-
rect financial interest in the composition of the Formulary
established under this section and who are of recognized pro-
fessional standing and distinction in the fields of medicine,
pharmacology, or pharmacy, to be appointed by the Secre-
tary without regard to the provisions of title 5, United States
Code, governing appointments in the competitive service.

The chairman of the Committee shall be elected annually
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from the appointed members thereof, by majority vote of the
members of the Committee.

“2) Each appointed member of the Committee shall
hold office for a term of five years, except that any member
appointed to fill a vacancy occurring prior to the expiration of
the term for which his predecessor was appointed shall be
appointed for the remainder of such term,-and except that the
terms of office of the members first taking office shall expire,
as designated 'by the Secretary at the time of appointment,
one at the end of each of the first five years. A member shall
not be eligible to serve continuously for more than two terms.

“(b) Appointed members of the Committee, while at-
tending meetings or conferences thereof or otherwise serving
on business of the Committee, shall be entitled to receive
compensation at rates fixed by the Secretary (but not in
excess of the daily rate paid under GS-18 of the General
Schedule under section 5332 of title 5, United States Code),
including traveltime, and while so serving away from their
homes or regular places of business they may be allowed
travel expenses, as authorized by section 5703 of title 5,
United States Code, for persons in the Government service
employed intermittently.

“(c)(1) The Committee is authorized, with the approval
of the Secretary, to engage or contract for such technical

assistance as may be required to carry out its functions, and
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the Secretary shall, in addition, make available to the Com-
mittee such secretarial, clerical, and other assistance as the
Formulary Committee may require to carry out its functions.

“(2) The Secretary shall furnish to the Committee such
office space, materials, and equipment as may be necessary
for the Formulary Committee to carry out its functions.

“(d)(1) The Committee shall compile, publish, and make
available a Medicare Formulary (hereafter in this section re-
ferred to as the ‘Formulary’). -

“(2) The Committee shall periodically update the For-
mulary and the listing of drugs.

“(eX1) The Formulary shall contain an alphabetically
arranged listing, by established name, of those drug entities
within the following therapeutic categories:

“Adrenocorticoids

“‘Anti-anginals

*““Anti-arrhythmics

“Anti-coagulants

‘“‘Anti-convulsants (excluding phenobarbital)
“Anti-hypertensives

“Anti-neoplastics

“Anti-Parkinsonism agents
““Anti-rheumatics

“Bronchodilators

“Cardiotonics
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“Cholinesterase inhibitors

“Diuretics

“Gout suppressants

‘“Hypoglycemics

‘““Miotics

“Thyroid hormones

“Tuberculostatics
which the Committee decides are necessary for individuals
using such drugs. The Committee shall exclude from the For-
mulary any drug entities (or dosage forms and strengths
thereof) which the Committee decides are not necessary for
proper patient care, taking into account other drug entities
(or dosage forms and strengths thereof) which are included in
the Formulary.

“(2) Such listing shall include the specific dosage forms
and strengths of each drug entity (included in the Formulary
in accordance with paragraph (1)) which the Committee de-
cides are necessary for individuals using such drugs.

‘“(3) Such listing shall include the prices at which the
products (in the same dosage form and strength) of such drug
entities are generally sold by the suppliers thereof and the
limit applicable to such prices under section 1884(b)1) for
purposes of determining the reasonable allowance.

“(4) The Committee may also include in the Formulary,
either as a separate part (or parts) thereof or as a supplement

~
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(or supplements) thereto, any or all of the following informa-
tion:

‘“(A) A supplemental list or lists, arranged by di-
agnostic, prophylactic, therapeutic, or other classifica-
tions, of the drug entities (and dosage forms and
strengths thereof) included in the listing referred to in
faragraph (1).

“(B) The proprietary names under which products
of & drug entity listed in the Formulary by established
name (and dosage form and strength) are sold and the
names of each supplier thereof.

“(C) Any other information with respect to eligi-
ble drug entities which in the judgment of the Commit-
tee would be useful in carrying out the purposes of this
title.

“() In considering whether a particular drug entity (or
strength or dosage form thereof) shall be included in or ex-
cluded from the Formulary, the Committee is authorized to
obtain (upon request therefor) any record pertaining to the
characteristics of such drug entity which is available to any
other department, agency, or instrumentality bf the Federal
Government, and to request suppliers or manufacturers of
drugs and other knowledgeable persons or organizations to
make available to the Committee information relating to such

drug. If any such record or information (or any information
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contained in such record) is of a confidential nature.’, the Com-
mittee shall respect the confidentiality of such record or infor-
mation and shall limit its usage thereof to the proper exercise
of its authority.

“(gi(l) The Committee shall establish such procedures
as it determines to be necessary in its evaluation of the ap-
propriateness of the inclusion in or exclusion from the For-
mulary, of any drug entity (or dosage form or strength there-
of). For purposes of inclusion in or exclusion from the Formu-
lary the principal factors in the determination of the Commit-
tee shall be—

“(A) the factor of clinical equivalence in the case
of the same dosage forms in the same stre: gths of the
same drug entity; and _

“(B) the factor of relative therapeutic value in the
case of similar or dissimilar drug entities in the same
therapeutic category. '

“(2) The Committee, prior to making a final decision to
remove from listing in the Formulary any drug entity (or
dosage forms or strengths thereof) which is included therein,
shall afford a reasonable opportunity for a formal or informal
hearing on the matter to any person engaged in manufactur-

ing, preparing, compounding, or processing such drug entity

-who shows reasonable ground for such a hearing.
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“(3) Any person engaged in the manufacture, prepara-
tion, compounding, or processing of any drug entity (or
dosage forms or strengths thereof) not included in the Formu-
lary which such person believes to possess the requisite quali-
ties to entitle such drug to be included in the Formulary pur-
suant to subsection (e), may petition for inclusion of such
drug entity and, if such petition is denied by the Formulary
Committee, shall, upon request therefor, showing reasonable
grounds for a hearing, be afforded a formal or informal hear-
ing on the matter in accordance with rules and procedures
established by such Committee.

“LIMITATIONS ON MEDICARE PAYMENT FOR CHARGES OF
PROVIDERS OF BERVICES

“SEc. 1883. (a) Any provider of services as defined in
section 1861(u), whose services are otherwise reimbursable,
under any program under this Act in which there is Federal
financial participation on the basis of ‘reasonable cost’, shall
not be entitled to a professional fee or dispensing charge or
reasonable billing allowance as determined pursuant to this
section.

“(b) A fee, charge, or billing allowance shall not be pay-
able under this section with respect to any drug entity that
(as determined in accordance with regulations) is furnished as
an incident to a physician’s professional service, and is of a

kind commonly furrished in physicians’ offices and commonly
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either rendered without charge or included in the physicians’
bills.

“REASONABLE ALLOWANCE FOR ELIGIBLE DRUGS

“Sec. 1884. (a) For purposes of this title, the term ‘rea-
sonable t,tllowance’ when used in reference to an eligible drug
means the following: -

"(’l) When used with respect to a prescription legend
drug entity, in a given dosage form and strength, such term
means the lesser of — '

“(A) an amount equal to the customary charge at
which the participating pharmacy sells or offers such
drug entity, in a given dosage form and strength, to
the general public, or

“(B) the price determined by the Secretary, in ac-
cordance with subsection (b) of this section, plus the
professional fee or dispensing charges determined in
accordance with subsection (c) of this section.

“(2) When used with respect to insulin such term means
the charge not in excess of the reasonable customary price at
which the participating pharmacy offers or sells the product
to the general public, plus a reasonable billing allowance.

“(bj(l) For purposes of establishing the reasonable al-
lowance in accordance with subsection (a) the price shall be
(A) in the case of a drug entity (in any given dosage form and
strength) available from and sold by only one supplier, the
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price at which such drug entity is generally sold (to establish-
ments dispensing drugs), and (B) in any case in which a drug
entity (in any given dosage form and strength) is available
and sold by more than one supplier, only each of the lower
prices at which the products of such drug entity are generally
sold (and such lower prices shall consist of only those prices
of different suppliers sufficient to assure actual and adequate
availability of the drug entity, in a given dosage form and
strength, at such prices in a region).

“(2) If a particular drug entity (in & given dosage form
and strength) in the Formulary is available from more than
one supplier, and the product of such drug entity as available
from one supplier possesses demonstrated distinct therapeutic
advantages over other products of such drug entity as deter-
mined by the Committee on the basis of its scientific and
professional appraisal of information available to it, including
information and other evidence furnished to it by the supplier
of such drug entity, then the reasonable allowance for such
supplier’s drug product shall be based upon the pricé at
which it is generally sold to establishments dispensing drugs.

(3) If the prescriber, in his handwritten order, has spe-
cifically designated a particular product of a drug entity (and
dosage form and strength) included in the Formulary by its
established name together with the name of the supplier of

the final dosage form thereof, the reasonable allowance for

S.748——4
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such drug product shall be based upon the price at which it is
generally sold to establishments dispensing drugs.

“(c)(1) For the purpose of establishing the reasonable
allowance (in accordance with subsection (a)) a participating
pharmacy, shall, in the form and manner prescribed by the
Secretary, file with the Secretary, at such times as he shall
specify, a statement of its professional fee or other dispensing '
charges.

“(2) A participating pharmacy, which has agreed with
the Secretary to serve as a provider of services under this
title, shall, except for subsection (a}(1X{A), be reimbursed, in
addition to any price provided for in subsection (b), the
amount of the fee or charges ﬁled in paragraph (1), except
that no fee or charges shall exceed the highest fee or charges
filed by 75 percent of participating pharmacies (with such
pharmacies classified on the basis of (A) lesser dollar volume
of prescriptions and (B) all others) in & census region which
were customarily charged to the general public as of June 1,
1978. Such prevailing professional fees or dispensing charges
may be modified by the Secretary in accordance with criteria
and types of data comparable to those applicable to recogni-
tion of increases in reasonable charges for services under sec-
tion 1842.

“(3) A participating pharmacy shall agree to certify

that, whenever such pharmacy is required to submit its usual
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professional fe;a or dispensing charge for a prescription, such
charge does not exceed its customary charge.”.
EFFECTIVE DATES

SEc. 106. (a) Except as provided in subsection (b), the
amendments made by this title shall become effective on Jan-
uary 1, 1981, with respect to services rendered and expenses
incurred on or after such date.

(b) For purposes of section 1861(cc) of the Social Secu-
rity Act, the term “‘covered services” shall include eligible
drugs only with respect to expenses incurred and benefits
payable for such eligible drugs on or after January 1, 1982.

TITLE II—CATASTROPHIC ILLNESS INSURANCE
EMPLOYER AND RESIDUAL PLANS

Sec. 201. The Social Security Act is amended by
adding at the end thereof the following new title:

“TITLE XXI—CATASTROPHIC ILLNESS
INSURANCE
“PURPOSE OF TITLE

“SEc. 2101. It is the purpose of this title to make avail-
able to all citizens and permanent residents of the United
States insurance against high—cost catastrophic illness under
an employer plan required under part A of this title or under

an individual policy approved under part B of this title.
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‘“PaRT A—EMPLOYER PLANS

“PURPOSE
“SEc. 2102. It is the purpose of this part to require that
each employer make available to each of its employees the
option to participate in a group catastrophic health insurance
plan which meets the requirements of section 2105.
“EMPLOYER DEFINED

“Sec. 2103. (a) For purposes of this part the term ‘em-

© 00 =3 O Ot A W N e

ployer’ means—

*/(1). a person engaged in a business affecting com-
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merce;
“(2) the United States; and
“(8) the District of Columbia;
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but such term does not include any State or political subdivi-
sion of a State.
“(b) For purposes of this part the term ‘full-time em-
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ployee’ means any employee who works for any one employ-

er at a rate of at least 25 hours per week. T

e
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“(c) For purposes of this part the term ‘State’ includes a
State of the United States, Puerto Rico, the Virgin Islands,

[ - 2. ]
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Guam, American Samoa, the Ngrthem Mariana Islands, and
the Trust Territory of the Pacific Islands.
“EMPLOYEE REQUIBEMENTS.
“8Ec. 2104. (a) Every employer shall make available to

O N
m»wc‘g

each of his full-time employees who has been such an em-
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ployee for more than 30 days, the option to participate in a
catastrophic health insurance plan meeting the requirements
of section 2105 (hereafter in this part referred to as the
‘plan’) subject to the plans, open enrollment requirements.
“(b) No employee may be required by his employer to
pay more than 25 percent of tf\e cost of participating in the
plan, and the employee shall have the option of paying his
share of the cost through a payroll deduction system.
“PLAN REQUIREMENTS
" “Skc. 2105. (a) A group catastrophic health insurance
plan must meet the following requirements: ‘
“(1) The plan must provide the option to enroll in the
plan to all employees and other individuals for whom the
employer is required to provide such option under section
2104.
“(2)(A) The plan must offer an open enrollment period
of at least 30 days—
“(i) at least once each year with respect to all
- employees; and
“(ii) during the calendar month immediately fol-
lowing a change in circumstances with respect to the
employee experiencing such change.
*(B) For purposes of this paragraph a change of circum-
stances means any of the following events with respect to an

employee:

S. 748——5
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“(i) The unemployment of a spouse who was cov-
ered under a group catastrophic health insurance plan.
“(ii) The death of a spouse,
“(iii) Marriage or divorce.
“(iv) A change in the number of the employee's
dependents.

*(3) The plan must offer an option to convert to an indi-
vidual policy (plus reasonable handling costs) to any individu-
al covered by the plan who ceases to be eligible under the -
plan, without proof of insurability or reference to prior medi-
cal condition. Such option must be available up to the time
such individual ceases to be eligible, or for 80 days thereafter
in the case of an individual who ceases to be eligible on ac-
count of age.

*“(4) The plan must provide coverage for the member
employee, his spouse, and for any of his unmarried depend-
ents under the age of 26, who are not otherwise covered
under & plan, without regard to any pre-existing medical con-
dition. For purposes of this title, the term ‘dependent’ shall
have the meaning assigned to it by the Secretary in regula-
tions, but such meaning shall include at least those individ-
uals who are considered to be dependents of such employee
under section 152 of the Internal Revenue Code of 1954.
The plan must also continue ccverage for any such dependent

who became totally disabled prior to age 26, for so long as he
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remains totally disabled, or until such time as he qualifies for
benefits under title XVIII, or a State plan approved under
title XIX, of this Act.

“(5)(A) The plan must continue coverage for the surviv-
ing spouse of a member employee if such spouse was covered
by the plan at the time of such employee’s death, for a period -
of at least 3 months, but the plan may discontinue such cov-
erage for any such surviving spouse who remarries or be-
comes eligible to enroll in & plan as an employee.

“(B) The plan must continue coverage for any surviving
dependent of a member employee if such dependent was cov-
ered by the plan at the time of such employee’s death, for a
period of at least 3 months, but the plan may discontinue
coverage for any such surviving dependent who reaches age
26 or becomes eligible to enroll in a plan as an employee or
as the spouse of an employee.

“(C) The plan must continue coverage under the plan
for covered individuals for a period of 3 calendar months after
the member employee becomes unemployed or ceases to be a
full-time employee. Such coverage must be continued in the
same manner and subject to the same conditions as when
such member employee was a full-time employee, but the
plan may discontinue such coverage if the member employee
becomes eligible to enroll in a plan as an employee of another

employer or obtains equivalent catastrophic coverage. This
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subparagraph shall not apply to a member employee who was
an employée for a period of less than 3 months.

“(D) In the case of an individual who was an employee
for less than 3 months, such coverage must be continued for
a number of calendar months equal to the number of calendar
months or fraction thereof during which the individual was an
employee.

“(6) The plan must provide for payment, without cost
sharing by any individual covered by the plan, for inpatient
hospital services (as defined in section 1861(b} of this Act)
provided to any individual covered by the plan during any
period which is a hospital benefit period with respect to that
individual (as determined under section 2106(a)).

“(7) The plan must provide for payment, without cost
sharing by any individual covered by the plan, for services for
which benefits are payable under section 1832 of this Act (to
individuals enrolled under part B of title XVIII) provided to
any individual covered by the plan during any period which is
a medical benefit period with respect to that individual (as
determined under section 2106(b)).

“BENEFIT PERIODS

“SeC. 2106. (a}(1) A hospital benefit period with re-
spect to any individual shall begin on the day following the
60th day during the 15-month period (consisting of a calen-
dar year and the last 3 months of the preceding calendar
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year) in which that individual, or any other individual who is
8 metpber of his family (as defined in subsection (c)), received
inpatiént hospital services (as defined in section 1861(b) of
this Act).
“(2) A~hospital benefit period with respect to any indi-
vidual shall end on—
“(A) the day in such calendar year following the
first period of 90 consecutive days therein du.ring
which neither that individual, nor any member of his
family, was receiving inpatient hospital services; or
“(B) the last day of such calendar year, if earlier.
“(b)X(1) A medical benefit period with respect to any in-
dividual shall begin when such individual and his family have
incurred expenses for services for which benefits are payable
under section 1832 of this Act (to individuals enrolled under
part B of title XVIII) which aggregate more than $5,000 in
the 15-month period (consisting of a calendar year and the
last 3 months of the preceding calendar year).

“(2)(A) A medical benefit period with respect to any
individual shall end on—

“(i) the day in such calendar year which precedes
the first period of 90 consecutive days therein during
which that individual and the members of his family in-
curred expenses for such services which aggregate less

than $500; or
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“(ii) the last day of such calendar year, if earlier.

“(B) The dollar amounts of incurred expenses which de-
termine the beginning or end of a medical benefit period
under subparagraph (A) shall be adjusted each year by the
Secretary, beginning on September 1 with respect to the fol-
lowing calendar year, by a percentage equal to the percent;
age increase or decrease (as the case may be) in the medical
care services component of the Consumer Price Index (as
determined by the Department of Labor) as adjusted to re-
flect other appropriate economic factors (as determined by
the Secretary) during the 12-month period ending on the
June 30 last preceding such September 1.

*“(c) For purposes of this title the term ‘family’ means,
with respect to an individual, the unit consisting of that indi-
vidual and any other person who is—

“(1) related to that individual by blood, marriage,
or adoption;

“(ii) living in a place of residence maintained by
that individual or by a person described in clause (i) as
his or their own home (and for purposes of this clause
a child under age 22 whu is absent from home for the
purpose of attending an educational institution as a
full-time student shall be deemed to be living in such

. Pplace of résidence); and
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“(ii) is (I) the spouse of that individual, (IT) a de-
pendent (as determined by the Sécretary in regulations)
of that individual, (ITT) the person (or the spouse of the
person) of whom such individual is & dependent, or
“(iv) a person who is a dependent of the same
person of whom such individual is a dependent.
“CIVIL PENALTY FOR FAILURE TO COMPLY

“SEc. 2107. (8) Any employer who fails to comply with
the provisions of this part shall be subject to a civil penalty in
an amount up to 100 percent of the amount which the Secre-
tary determines would be the additional expense incurred by
such employer to comply with this part. '

“(b)(1) The Secretary shall determine the amount of the
penalty on a monthly basis, and the penalty shall continue to
be assessed for each month during which such employer fails
to comply with this part.

“(2) In determining the amount of a civil penalty, the
Secretary shall take into account the nature, circumstances,
extent, and gravity of the violation or violations and, with
respect to the violator, ability to pay, effect on ability to con-
tinue to do business, any history of prior such violations, the
degree of culpability, and such other matters as justice may
require.

“(8) The Secretary may compromise, modify, or remit,

with or without conditions, any civil penalty which may be
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imposed under this section. The amount of such penalty,
when finally determined, or the amount agreed upon in com-
promise, may be deducted from any sums owing by the
United States to the employer charged.

“(c) A civil penalty for a violation of this part shall be
assessed by the Secretary by an order made on the record
after opportunity for a hearing in accordance with section
554 of title 5, United States Code. Before issuing such an
order, the Secretary shall give written notice to the employer
to be assessed a civil penalty under such order of the Secre-
tary’s proposal to issue such order and provide such employer
an opportunity to request, within 15 days of the date the
notice is received by such employer, such a hearing on the
order.

“(d) Any employer who requested in accordance with
subsection (c) a hearing respecting the assessment of a civil
penalty and who is aggrieved by an order assessing a civil
penalty may file a petition for judicial review of such order
with the United States Court of Appeals for the District of
Columbia Circuit or. for any othc;,r circuit in which such em-
ployer resides or transacts business. Such a petition may only
be filed within the 30-day period beginning on the date the
order making such assessment was issued.

“(e) If any employer fails to pay an assessment of a civil

penalty—
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‘“(1) after the order making the assessment has

become a final order and if such employer does not file

a petitiﬁn for judicial review of the order in accordance

with subsection (d), or

“(2) after a court in an action brought under sub-

section (d) has entered a final judgment in favor of the

Secretary,
the Attorney General shall recover the amount assessed (plus
interest at currently prevailing rates from the date of the
expiration of the 30-day period referred to in subsection (d)
or the date of such final judgment, as the case may be) in an
action brought in any appropriate district court of the United
States. In such an action, the validity, amount, and appropri-
ateness of such penalty shall not be subject to review.

“PRIVATE RIGHT OF ACTION

“Sec. 2108. (a) Any employee may commence a civil
action against his employer if such employer is alleged to be
in violation of this part for damages consisting of any ex-
penses incurred by such employee or his family on account of
the failure of such employer to comply with the provisions of
this part.

(b) An action brought under this section shall be brought
in the United States district court for the district in which the
employee resides, in which the employer resides, or in which

the employer’s principal place of business is located. 'ﬁle
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United States district courts shall have jurisdiction over any
action brought under this section without regard to the
amount in controversy or the citizenship of the parties. In
any action brought under this section, process may be served
on a defendant in any judicial district in which the defendant
resides or may be found and subpenas for witnesses may be
served in any judicial district.

“(c) The court, in issuing any final order in any action
brought pursuant to subsection (a), may award costs of suit
and reasonable fees for attorneys and expert witnesses if the
court determines that such an award is appropriate. Any
court, in issuing its decision in an action brought to review
such an order, may award costs of suit and reasonable fees
for attorneys if the court determines that such an award is
appropriate.

“(d) Nothing in this section shall restrict any right
which any person (or class of persons) may have under any
statute or common law to seek enforcement of this Act or
any rule or order under this Act or to seek any other relief.

“‘(e) When two or more civil actions brought under sub-
section (a) involving the same defendant and the same issues
or violations are pending in two or more judicial districts,
such pending actions, upon application of such defendant to
such actions which is made to a court in which any such

action is brought, may, if such court in its discretion so de-
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cides, be consolidated for trial by order (issued after giving all
parties reasonable notice and opportunity to be heard) of such
court and tried in—

“(1) any district which is selected by such defend-
ant and in which one of such actions is pending,

“(2) a district which is agreed upon by stipulation
between all the parties to such actions and in which
one of such actions is pending, or

“(8) a district which is selected by the court and
in which one of such actions is pending.

The court issuing such an order shall give prompt notification
of the order to the other courts in which the civil actions
consolidated under the order are pending.
“PART B—RESIDUAL PLAN
“PURPOSE OF PART; APPROPRIATION

“SEc. 2150. (a) It is the purpose of this part to provide
Federal payments to enable individuals to purchase private
catastrophic health insurance policies.

(b) For the purpose of carrying out the provisions of this
part there are autﬁorized to be appropriated such sums as
may be necessary.

“ELIGIBLE INDIVIDUALS

“SEc. 2151. Any individual who—

“(1) is a resident of the United States, and
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1 “22) is a citizen of, or an alien lawfully admitted
2 to, the United States, or an alien otherwise permanent-
3 ly residing in the United States under color of law (in-
4 cluding any slien who is lawfully present in the United
5 States as a result of the application of the provisions of
6 section 203\a)7) or section 212(dX5) of the Immigra-
7 tion and Nationality Act),

8 shall be entitled to a premium subsidy under section 2156 if -
9 such individual wishes to purchase an approved policy (as
10 defined in section 2154) and such individual is not—

11 “(A) covered under a catastrophic health insur-
12 ‘ance plan which meets the requirements of section
18 2105 of this Act, '

14 “(B) entitled to benefits under part A of title
15 XVIII of this Act, or

16 “(C) eligible for services under a State plan ap-

17 proved under title XIX of this Act which are at least
18 substantially equivalent (as determined by the Secre-
19 tary) to the services required to be covered under an
20 . approved policy. .

21 ““AGREEMENTS WITH CARRIERS

22 “Sec. 2153. (a)1) The Secretary shall enter into agree-
23 ments with private carriers that are willing and able to do so,
24 whereby such carriers shall make available catastrophic
25 health insurance policies which the Secretary determines
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meet the requirements of this part. The Secretary shall agree
to pay a portion or all of the premium cost of such a policy on
behalf of any individual who is entitled to such a subsidy
payment under section 2156.

“(2) Any health maintenance organization qualified pur-
suant to title XIII of the Public Health Service Act .shall
qualify as & carrier under this subsection. '

“(b) For purposes of this part the term ‘carrier’ means a
voluntafy association, corporation, partnership, health main-
tenance organization, or other nongovernmental organiza-
tion, which is engaged in providing, arranging, paying for, or
reimbursing the costs of health insurance policies or con-
tracts, medical or hospital service agreements, membership
or subscription contracts, or similar arrangements, in consid-
eration of premiums or other periodic charges. '

“(c) The amount of the premium which may be charged
by an entity having an agreement under this section for ap-
proved policies for which the Secretary may msake subsidy
payments, may vary by region according to reasonable cost
differences, but may not vary according to the health status
of the individual (or his family) purchasing the policy (or on
whose behalf the policy is purchased).
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“APPROVED POLICY

“Sec. 2154. (a) In order to be an approved policy for

purposes of this part, a catastrophic health insurance policy

must meet the following requirements:

‘“(1XA) The policy must offer an open enrollment
period of at least 30 days—

“(i) at least once each year with respect to
all covered individuals; and

“(ii) during the calendar month immediately
following a change in circumstances with respect
to the individual experiencing such change.

“(B) For purposes of this paragraph a change of
circumstances means any of the following events with
respect to a covered individual:

(@) The unemployment of a spouse who was
covered under a group catastrophic health insur-
ance plan.

“(if) The death of a spouse.

“(iii) Marriage or divorce.

“(iv) A change in the number of the individ-
ual’s dependents. '
“(2) The policy must provide coverage for an indi-

vidual, his spouse, and for any of his unmarried de-

pendents under the age of 26, who are not otherwise

covered under a group plan approved under part A of
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this title, without regard to any preexisting medical
condition. The term ‘dependent’ shall have the mean-
ing assigned to it by the Secretary in regulations, but
such meaning shall include at least those individuals
who are considered dependents of such individual under
section 152 of the Internal Revenue Code of 1954.

“(8) The policy must provide for payment, with-
out cost sharing by any individual covered by the
policy, for inpatient hospital services (as defined in sec-
tion 1861(b) of this Act) provided to any individual
covered by the policy during any period which is a
hospital benefit period with respect to that individual
(as determined under section 2155(a)).

*(4) The policy must provide for payment, with-
out cost sharing by any individual covered by the
policy, for services for which benefits are payable
under section 1832 of this Act (to individuals enrolled
under part B of title XVIII) provided to any individual
covered by the policy during any period which is a
medical benefit period with respect to that individual
(as determined under section 2155()).

“(5) The policy must provide for payment, with-
out cost sharing by any individual covered under the
policy, for all services described in paragraphs (3) and
(4) provided to any individual covered by the policy
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during any period which is a total benefit period with
respect to that individual (as determined under section
2155(c)).
““BENEFIT PERIODS .
“Skc. 2155. (a}1) A hospital benefit period with re-

spect to any individual shall begin on the day following the
60th day during the 15-month period (consisting of a calen-
dar year and the last 3 months of the preceding calendar
year) in which tha? individual, or any other individual who is
a member of his family (as defined in subsection (d)), received
inpatient hospital services (as defined in section 1861(b) of
this Act).

*“(2) A hospital benefit period with respect to any indi-

vidual shall end—

“(A) on the day in such calendar year which fol-
lows the first period of 80 consecutive days therein
during which neither that individual, nor any member
of his family, was receiving inpatient hospital services;
or |

“(B) on the last day of such calendar year, if
earlier,

“(bX1) A medical benefit period with respect to any in-

23 dividual shall begin when such individual and the members of

24 his family have incurred expenses for medical services (as
25 defined in subséction (e) which aggregate more than $5,000

45-505 O - 79 - 15
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in the 15-month period (consisting of a calendar year and the
last 3 months of the preceding calendar year).

“(2) A medical benefit period with respect to any indi-
vidual shall end—

“(A) on the day in such calendar year which fol-
lows the first period of 90 consecutive days therein
during which that individual and the members of his
family incurred expenses for medical services which
aggregate less than $500; or

“(B) on the last day of such calendar year, if
earlier.

“(c)1) A total benefit period with respect to any individ-
ual shall begin when such individual and the members of his
family have made expenditures for which they are not reim-
bursed for inpatient hospital services and medical services
which aggregate more than 15 percent (but ;,t least $200) of
the income (as determined by the Secretary under subsection
(D) of such family in the 15-month period (consisting of a
calendar year and the last 3 months of the preceding calendar
year).

“(2) A total benefit period with respect to any individual
shall end the last day of such calendar year.

“(d) For purposes of this part the term ‘family’ has the
same meaning, with respect to any individual, as in section

2106(c) of this Act.
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“‘(e) For purposes of this section the term ‘medical serv-

ices’ means those services for which benefits are payable
under section 1832 of this Act to individuals enrolled under
part B of title XVIII.

“(f(1) For purposes of this section, the Secretary shall
determine when an individual meets the requirements of sub-
section (c) based on income determinations under sections
2156 and 2157, and shall notify each insurance company
having an agreement with him under this part whenever a
policyholder of such company under the agreement meets the
income test under such subsection (c).

“(2) In carrying out his responsibilities under this sec-
tion, the Secretary may contract with appropriate State and
local government agencies.

“(g) The dollar amounts of incurred expenses which ﬂe-
termine the beginning or end of a medical benefit period
under subsection (b) shall be adjusted each year by the Secre-
tary, beginning on September 1 with respect to the following
calendar year, by a percentage equal to the percentage in-
crease or decrease (as the case may be) in the medical care
services component of the Consumer Price Index (as deter-
mined by the Department of Labor) as adjusted to reflect
other appropriate economic factors (as determined by the
Secretary) during the 12 month period ending on the June 30
last preceding such September 1.
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‘“AMOUNT OF PREMIUM SUBSIDY

“Seoc. 2156. (a) The amount of the subsidy to be paid to
an insurance entity on behalf of any individual shall be deter-
mined by the Secretary, based on the standards set forth in
subsection (b).

“(b)1) An individual whose family income is equal to o»
greater than 120 percent of the official nonfarm poverty
guideline, published by the Office of Management and Budget
and adjusted annually pursuant to section 625 of the Eco-
nomic Opportunity Act of 1964, for a-fa.mily of the same size,
shall not be eligible for a subsidy under this part.

“(2) An indiyidual with a family income of less than the
amount determined under paragraph (1) shall be eligible for a
subsidy, determined on a sliding scale basis, which takes into
account the following factors:

“(A) The amount of the premium,

‘*/B) The family income.

“(C) The family size.

“(D) Coverage provided by the policy which goes
beyond the minimum coverage required of an approved
policy.

“(c) No more than one member of the same family shall
be eligible for a subsidy under this part.
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1 ““MEANING OF ‘mcom:’l

2 “Sec. 2157. (a) For purposes of this part, ‘income’
3 means (subject to subsection (b)) both earned income and un-
4 earned income; and—

5 “(1) ‘earned income’ means only—.

6 “(A) wages as determined under section
1 203(f)}(5)(C) of this Act; and

8 “/(B) ‘net earnings from self-employment’, as
9 defined in section 211 of this Act (without appli-
10 cation of the second and third sentences following
11 subsection (a}(10), and the last paragraph of sub-
12 section (t;)), including earnings for services de-
13 scribed in paragraphé (4), (5), and (6) of subsec-
14 tion (c); and

15 “(2) ‘unearned income’ means all other income,
16 including—

17 “(A) support and maintenance furnished in
18 cash,
19 “(B) any payments received as an annuity,
20 pension, retirement, or disability benefit; including
21 veterans’ compensation and pensions; workmen's
22 compensation payments; old-age, survivors, and
23 disability insurance benefits; railroad retirement
24 annuities and pensions; and wnemployment insur-

25 ance benefits,
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“(C) cash gifts, support and alimony pay-
ments, and inheritances, and
‘(D) rents, dividends, interest, and royalties.

“(bX1) In determining, for purposes of this section, the

income of any individual or family, for any period of time,

there shall be excluded—

“(A) the aggregate value of any cash gifts which
do not exceed $240, if such period of time is equal to
12 months, or, if such period of time is less than 12
months, then an amount which bears the same ratio to
$240 as such period bears to 12 months, and

“(B) any scholarship, grant, fellowship, or loan
received for use in paying for tuition, books, and relai-
ed fees at any educational (including technical or voca-
tional education) institution.

“(2) For purposes of paragraph (1) and subsection (a)—

“(A) a loan of $240 or more ‘or aggregate there-
of) shall be regarded as a gift if such loan—

“(i) is unsecured (or is without adequate se-
curity','), or
“(ii) has no maturity date; and
“(B) in the case of a loan which—
_““() bears no interest, or
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‘(i) bears interest at a rate which is not
more than one-half of the prevailing rate of inter-
est imposed with respect to similar loans,

the recipient of such loan shall be regarded as having
received, as a gift, an amount, with respect to any
period of time, equal to the excess of—

“(iii) the amount of interest which would
have been payable by him, with respect to such
period, on such loan if such loan bore a rate of
interest equal to the prevailing rate of interest im-
posed (as of the time such loan was made) with
respect to similar loans, over

“(iv) the amount of interest (if any) payable
by him, with respect to such period, on such loan.

“APPROVED POLICIES FOR MEDICAID RECIPIENTS

“Sec. 2158. (a) Notwithstanding the provisions of sec-
tion 2152(C), any State having a plan for medical assistance
approved under title XIX of this Act may purchase approved
policies under this part, on behalf of individuals who are
qualified to receive assistance under such plan and are not
entitled to benefits under part A of title XVIII, or on behalf
of any reasonable category thereof.

“b) The amount expended by the State for purchasing
such policies shall be considered an amount expended by such
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State for medical assistance for purposes of section 1903 of
this Act.
“FEDERAL ACTUARIAL COMMITTEE

“Sec. 2159. (a)(1) There is established a Federal Actu-
arial Committee which shall consist of 5 members appointed
by the President, one of whom shall be designated as the
Chairman.

“(2) A majority of the members of the committee shall
constitute a quorum, but a lesser number may conduct
hearings. -

“(3) A vacancy in the committee shall not affect its
powers, but shall be filled in the same mannr as that herein
provided for the appointment of the member first appointed to
the vacant position.

‘(4) Each member of the committee shall be entitled to
per diem compensation at rates fixed by the Secretary, but
not more than the current per diem equivalent of the annual
rate of basic pay in effect for grade GS-18 of the General
Schedule for each day (including travel time) during which
the member is engaged in the actual performance of duties
vested in the committee, and all members of the committee
shall be allowed, while away from their homes or regular
places of business in the performance of service for the com-
mittee, travel expem;es (including per diem in lieu of subsist-

ence) in the same manner as persons employed intermittently
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in the Government service are allowed expenses under sec-
tion 5703 of title 5, United States Code.

“(b) The committee shall prepare on an annual basis a
table of values of catastrophic health insurance coverage for
an individual, to be used as a guideline by which to evaluate
the actuarial value of catastrophic health insurance coverage,
and the costs of premiums for such coverage, offered through
private carriers. The table shall be made available to carriers,
health maintenance organizations, and all other interested
parties.

“(c) The Secretary shall provide such technical, secre-
tarial, clerical, and other assistance as the committee may
need.

“(d) The committee may secure directly from any de-
partment or agency of the United States such data and infor-
mation as may be necessary to enable it to carry out its
duties under this section. Upon request of the chairman of the
committee, any such department or agency shall furnish any
such data or information to the committee.

“(e) There are hereby authorized to be appropriated
such sums as may be necessary to carry out this section.
“INSURANCE POOLS

“Sec. 2160. Notwithstanding any other provision of
law, carriers may enter into contracts with any other carrier

or group of carriers for the purpose of establishing or partici-
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pating in an insurance pool to provide catastrophic health
insurance coverage under this title.”.
EFFECTIVE DATES

SEc. 202. (a) Except as provided in subsection (b), the
provisions of title XXI of the Social Security Act (as added
by this title) shall become effective on January 1, 1982.

() If, at the time that part A of title XXI of the Social
Security Act becomes effective, an employer has in effect a
group health plan which is an item covered under a collective
bargaining agreement, the provisions of such part A shall not
apply to such employer until such time as the collective bar-
gaining agreement expires, or January 1, 1984, whichever is
earlier.

MEDICAID REQUIREMENTS

Skc. 203. Section 1902(a) of the Social Security Act is
amended—

(1) by striking out “and” at the end of paragraph
(39);

(2) by striking out the period at the end of para-
graph (40) and inserting in lieu thereof a semicolon;
and

(3) by adding the following new paragraphs:

“(41) beginning January 1, 1982, provide to all
individuals otherwise eligible for services under the

plan, (A) catastrophic illness services, which must, at a
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1 minimum, provide, without cost sharing by the individ-
2 ual or his family, (i) inpatient hospital services during
3 any hospital benefit period (as defined in section
4 2155(a) of this Act) and (i) those categories of medical
5 services (as defined in section 2155(e)) which were in-
6 - cluded under the State plan during January 1979,
7 during any medical benefit period (as defined in section
8 2155(b)), or (B) private insurance protection as pro-
9 vided in section 2158 of this Act; and

10 *(42) provide that no category of individuals who

11 are eligible for assistance under the plan in January

12 1979 may be eliminated from coverage under the

13 plan.”.

14 TITLE III—AMENDMENTS TO INTERNAL

15 REVENUE CODE

16 DEDUCTION FOR INDIVIDUAL

17 SEc. 301. (a) Section 213(el1XC) of the Internal Reve-

18 nue Code of 1954 (relating to the definition of medical ex-

19 penses) is amended to read as follows:

20 “(C) for insurance covering medical care referred

21 to in subparagraphs (A) and (B) which meets the re-
22 quirements of paragraph (5).".

23 (b) Section 213(e) of such Code is amended by adding at
24 the end thereof the following new paragraph:
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"‘(5) For purposes of paragraph (1XC) the term

‘insurance’ means—

‘“(A) supplementary medical insurance for
the aged under part B of title XVIII of the Social
Security Act,

“(B) a policy which contains at least the
catastrophic health coverage required under part
B of title XXI of the Social Security Act, or

“(C) in the case of a group health plan pro-
vided by an employer, a plan which meets the re-
quirements of part A of title XXI of the Social
Security Act.”.

. DEDUCTION FOR TRADE OB BUSINESS EXPENSE

SEc. 302. Section 162 of the Internal Revenue Code of
1954 (relating to trade or business expenses) is amended—

(1) by redesignating subsection (h) as subsection

(); and '

(2) by inserting after subsection (g) the following
new subsections:

“(h) HEALTH INSURANCE FOR INDIVIDUALS.—No de-
duction shall be allowed under subsection (a) for the cost of
any health insurance policy purchased by an individual for
himself or his family unless such policy meets the require-
ments of an approved policy under part B of title XXI of the
Social Security Act.
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“i) CONTRIBUTIONS BY EMPLOYER TO ACCIDENT

AND HEALTH PrANS.—No deduction shall be allowed under
subsection (a) for contributions by an employer to accident or
health plans for compensation (through insurance or other-
wise) to his employees for personal injury or sickness unless
such employer complies with the provisions of part A of title
XXI of the Social Security Act if so required under that
part.”.
EMPLOYER CREDIT

Sec. 803. (a) Subpart A of part IV of subchapter A of
chapter 1 of the Internal Revenue Code of 1954 (relating to
credits allowable) is amended by adding after section 44C the
following new section:

“S8EC. 44D. CREDIT FOR CERTAIN COSTS OF CATASTROPHIC
HEALTH INSURANCE.

‘“(a) GENERAL RULE.—There shall be allowed as a
credit against the tax imposed by this subchapter an amount
determined under subsection (b) in the case of any taxpayer
who is an employer within the meaning of part A of title
XXI of the Social Security Act.

“(b) AMOUNT OF CREDIT.—The amount of the credit
shall be equal to a percentage (determined under subsection
(d)) of the amount of excess payroll costs (determined under
subsection (c)) experienced by an employer during the taxable

year.
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“(c) Excess PayeoLy CosTs.—The amount of an em-

ployer’s excess payroll costs shall be equal to the amount by

_which his payroll costs in the taxable year exceed 102 per-

cent of what his payroll costs would have been in such tax-
able year if such employer had maintained the same level of
contribution and the same scope of coverage under the acci-
dent or health plans he provided for his employees as he did
in his last taxable year which ended prior to the date of the
enactment of the Catastrophic Health Insurance and Medi-
care Improvements Act of 1979.
“(d) PERCENTAGE FOR DETERMINING CREDIT.—

“(1) For purposes of subgection (b), the percent-
age for the first taxable year beginning on or after the
date on which part A of title XXI of the Social Secu-
rity Act becomes effective with respect to the employer
shall be 50 percent.

“(2) For the next four succeeding taxable years
such percentage shall be the percentage as in effect in
the preceding taxable year, minus 10 percent.”.

(b) The table of sections for such subpart is amended by
inserting after the item relating to section 44C the following
new item:

“8ec. 44D. Credit for certain costs of catastrophic bealth insur-
ance.”.

(c) Section 6401(b) of such Code (relating to excessive
credits treated as overpayments) is amended—
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(1) by striking out “and 43 (relating to earned
income credit)”’ and inserting in lieu thereof 43 (relat-
ing to earned income credit), and 44D (relating to cer-
tain costs of catastrophic health insurance)”, and
(2) by striking out ‘31, 39, and 43" and inserting
in lieu thereof ‘31, 39, 43, and 44D”.
EFFECTIVE DATES

SEcC. 304. (a) The amendments made by this title shall
apply to taxable years beginning with the first taxable year
beginning after the date on which the requirements of title
XXIT of the Social Security Act are in effect with respect to
the employer (in the case of the taxable year of an employer
as defined in such title) or the taxpayer’s employer (in the
case of the taxable year of an individual who is an employee
of an employer as defined in such title).

(b) The amendments made by this title shall apply to
taxable years beginning on or after January 1, 1982, in the
case of a taxpayer who is not an employer, or an employee of
an employer, as defined in title XXI of the Social Security
Act.

O
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96TH CONGRESS
18T SESSION S. 760

To amend the Social Security Act by adding thereto a new title XXI which will
require employers to provide insurance against the costs of catastrophic
illness for their employees and their families; by providing tax credits to
assist other persons to purchase such coverage on their own behalf; by
replacing the medicaid program with a Federal medical assistance plan for
low-income people, and by adding a new title XV thereto which will
encourage and facilitate the availability, through private insurance carriers,
of basic health insurance at reasonable premium charges, and for other

purposes.

IN THE SENATE OF THE UNITED STATES

Marcr 26 (legislative day, FRBRUARY 22), 1979

Mr. LoNg introduced the following bill; which was read twice and referred to the
Committee on Finance

A BILL

To amend the Social Security Act by adding thereto a new title
XXI which will require employers to provide insurance
against the costs of catastrophic illness for their employees
and their families; by providing tax credits to assist other
persons to purchase such coverage on their own behalf; by
replacing the medicaid program with a Federal medical
assistance plan for low-income people, and by adding a new
title XV thereto which will encourage and facilitate the
availability, through private insurance carriers, of basic

II—-E
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health insurance at reasonable premium charges, and for
other purposes. ‘

[y

Be it enacted by the Senate and House of Representa-
tives of the United Stales of America in Congress assembled,
TITLE I—CATASTROPHIC ILLNESS INSURANCE
AMENDMENTS TO SOCIAL SECURITY ACT

Sec. 101. The Social Security Act is amended by
adding after title XX the following new title:
“TITLE XXI-—CATASTROPHIC HEALTH
INSURANCE PROGRAM
“Skc. 2101. (a) Every employer shall, under the terms

© ®W N OO > e W N

and conditions hereinafter stated, provide to his employees
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who are not otherwise protected under an approved employer

b
[ -

plan, and to their qualified family members, protection under

an approved catastrophic health insurance plan. Employers

—
w

which have a payroll of $250,000 or less in a year will be

-
L5 B

eligible for a refundable 50-percent tax credit under section

44D of the Internal Revenue Code of 1954 if they choose

—
*

such a credit in lieu of claiming such premium payments as

—
o =3

business expenses.

*““(b) Individuals who are not covered under an employ-

DD
o

er-sponsored catastrophic health insurance plan may pur-

o
—

chase coverage under an equivalent individual coverage plan,

and be eligible for a similar 50-percent credit or rebaté with

N N
[JCRE U]

respect to their premium payments.
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“(c) The term ‘employer’, as used in this title shall have
the same meaning as when that term is used for purposes of
section 3121 of the Internal Revenue Code, except that the
provisions of section 3121(b) shall be applied without regard
to the exclusions specified in paragraphs (5), (6), (8), and (9)

- of subsection (b) thereof. (See section 44D for treatment of

State and local employers and nonprofit organizations as em-
ployers for purposes of receiving catastrophic health insur-
ance rebates.)
“DEFINITIONS
“SEc. 2102. For purposes of this part—
“(a) The term ‘employer plan’ means—

“(1) an insurance policy, contract, or other ar-
rangement entered into between an employer and a
carrier under which the carrier, in consideration of pre-
miums or other periodic payments, undertakes to pro-
vide, pay for, or reimburse the costs of, health services
received by those of the employer’s employees (and
those of the family members of such employees) who
are covered by the plan, or

“(2) a plan under which the employer, as a self-
insured employer (as defined in subsection {d)), under-
takes to provide, pay for, or reimburse the costs of,

health care services received by those of the employ-
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er'’s employees (and those of the family members of

such employees) who are covered by the plan.

“(b) The term ‘individual coverage plan’ means an in-
surance policy,q contract, or other arrangement entered into
between a carrier and an individual who is not covered under
an employer plan under which such carrier, in consideration
of premiums or other periodic payments, undertakes to pro-
vide, pay for, or reimburse the costs of, health services re-
ceived by such individual (and those of the family members of
such individual who are covered by the plan).

“(c) The term ‘carrier’ means a voluntary association,
corporation, partnership, or other nongovernmental organiza-
tion which is engaged in providing, paying for, or reimburs-
ing the costs of, health services under insurance policies or
contracts, medical or hospital service agreements, member-
ship or subscription contracts, or similar arrangements, in
consideration of premiums or other periodic charges payable
to the carrier.

“(d) The term ‘self-insured employer’ means an employ-
er who (either through outside administrators, including car-
riers, or otherwise) engages, without insurance arrangements
with a carrier, to provide, pay for, or reimburse the costs of,
health services for some or all of his employees.

“(e) The term ‘employer’ includes a State (or political

subdivision thereof) and the Federal Government.
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“APPROVAL OF PLANS

“Sec. 2103. (aX1) In order for an employer plan or an
individual coverage plan to be approved by the Secretary
under this part—

“(A) such plan, in the case of any plan other than

an employer plan of a self-insured employer, must be a

plan offered by a carrier which is approved by the Sec-

retary pursuant to subsection (e);

“(B) the coverage provided under such plan must
include, but shall not be limited to, the scope of bene-

fits prescribed in subsection (b).

“(2)(A) Secretary shall offer a catastrophic health insur-
ance policy, which meets the criteria prescribed under this
title with respect to approved plans to employers or to indi-
viduals, in any State in which there is not actually and gen-
erally available to employers or to individuals, as the case
may be, one or more approved catastrophic health insurance
policies approved under this title.

“(B) The premiums imposed under any such policy shall
be in an amount designed to cover the costs (inclusive of
administrative costs and appropriate reserves which will be
incurred in furnishing the benefits provided in the poliey.

‘“(C) No such policy shall be offered in any area prior to
the expiration of the 3-year period which commences on the

date of enactment of this title.
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(D) Premiums collected by the Secretary for insurance
policies offered by him under this section shall be deposited in
an Insurance Revolving Fund, and moneys in such fund shall
be available, without fiscal year }imita.tion, for the payment of
claims under such policies.

“‘(E) For the purpose of providing & contingency reserve
for the insurance program established by this section, there is
authorized to be appropriated such sums as may be neces-
sary; and any sums appropriate for such purpose shall remain
available for the purpose of making repayable advances
(without interest) to the Insurance Revolving Fund author-
ized to be established under subsection (d).

“(F) The Secretary, in making payment for services
covered under any insurance policy issued pursuant to this
section, shall utilize the payments methodology and adminis-
trative mechanism employed by him for making payment for
services covered under the insurance programs established by
title XVIII.

“(b)(1) For purposes of subsection (a), the coverage pro-
vided under an approved plan must include, but shall not be
limited to—

“(A) hospital and related services (as defined in
paragraph (2)) which are furnished to such individual
during a period with respect to which he has met the
deductible imposed by paragraph (4)(B), and
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‘(B) medical and other health services (as defined

in paragraph (3)) which are furnished to such individual
during a period with respect to which he has met the
deductible imposed by paragraph (4XC).
“(2) The term ‘hospital and related services’ means—
““(A) inpatient hospital services (as defined in sec-
tion 1861(b)),
“(B) post-hospital extended care services (as de-
fined in section 1861(i)), and
“(C) home health services (as defined in section
1861(m)).
“(3) The term ‘medical and other health services’

means—

“‘(A) medical and other health services (as defined
in section 1861(s)),

“(B) home health services (as defined in section
1861(m)),

“(C) outpatient physical therapy services (as de-
fined in section 1861(p)), and

‘(D) rural health clinic services (as defined in sec-
tion 1861(aa)).

“Deductible Amount

“(4)A) For purposes of payment of benefits under this

24 part with respect to expenses incurred for health services fur-



241

8

1 nished to any insured individual, there shall be taken into
2 account—

3 “() in case of expenses incurred for hospital and
4 related services (as defined in paragraph (2)), only so
5 much of such expenses as are incurred for such serv-
6 ices furnished during a period with respect to which
7 the deductible imposed by subparagraph (B) is met, and
8 “(ii) in case of expenses incurred for medical and
9 other health services (as defined in paragraph (3)), only
10 so much of such expenses as are incurred for such
11 services furnished dtiring a period with respect to
12 which the deductible imposed by subparagraph (C) is
13 met.

14 “(B) The deductible imposed by this subsection with re-
15 spect to expenses incurred for hospital and related services
18 (as defined in paragraph (2)) shall be met by an insured
17 individual—

18 “@i) for the period, in the calendar year, which
19 commences on the day following the 60th day, during
20 the calendar year and the last 3 months of the preced-
21 ing calendar year, in which such individual received in-
22 patient hospital services; and
23 “(ii) for the period, in the calendar year, which is
24 prior to the first consecutive 30-day period therein in

25

which such individual is neither an inpatient in a hospi-
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tal nor an inpatient in a skilled nursing facility, but
only if the first day for which such services in the cal-
endar year occurs not later than 90 days after the last
day with respect to which benefits were payable under
this part on account of inpatient hospital services fur-
nished to him in the preceding calendar year.

“(C) The deductible imposed with respect to expenses

incurred for medical and other health services (as defined in

paragraph (3)) shall be met by an insured individual—

“@) for the period, in the calendar year, which
occurs after such individual has incurred, during such
year and the last 3 months of the preceding calendar
year, expenses (including expenses deemed under sub-
paragraph (D) to be incurred by him, but excluding
amounts required to be excluded under paragraph
(4)F) for such services) of $2,000 (or, if higher, the
amount determined under subparagraph (G)(2)); and

“(ii) for the period, in the calendar year, which
occurs prior to the first 90-day period therein during
which such individual incurs for such services expenses
(including expenses deemed under paragraph (2) to be
incurred by him) the aggregate of which is less than
$500 (or, if greater, the amount determined under
paragraph (5)), but only if (i) during the last 3 months
of the preceding calendar year, such individual incurred
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for such services expenses (including expenses deemed

under paragraph (2) to be incurred by the individual) of

at least $500 (or, if greater, the amount determined
under paragraph (5)), and (i) such individual had met

(by reason of the application of clause (A)) for a period

in the preceding calendar year the deductible imposed

by this paragraph.

‘(D) In determining, for purposes of this subsection, the
amount of expenses incurred by an individual for medical and
other health services furnished during any period, there shall
be deemed to 2ave been incurred by such individual any ex-
penses incurred for such services furnished during such
period to each other member of such individual’s family, but
only if such other member is (i) the spouse of the individual,
(i) a dependent of such individual, (iii) the person (or the
spouse of the person) of whom such individual is a dependent,
or (iv) a person who is & dependent of the same person of
whom such individual is a dependent.

“(E) For purposes of subparagraph (D)—

“@) the term ‘dependent’ shall have the meaning
assigned to it by regulations of the Secretary;

“(ii) the term ‘family’ means two or more individ-
uals who are (I) related by blood, marriage or adop-
tion, and (II) living in a place of residence maintained

by one or more of them as his or their own home (and
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for purposes of this clause, a child under age 26 who is
absent from home for the purpose of attending an edu-
cational institution as & full-time student shall be
deemed while so absent to be living in such place of
residence); and
“(iii} the term ‘member’, when used in reference
to a family means an individual described in clause (ii).
“(F) In determining, for purposes of this subsection, the
amount of expenses incurred (or deemed to be incurred) by an
individual for medical and other health services in any calen-
dar year, there shall be disregarded all amounts in excess of
$500 incurred in connection with the treatment of mental,
psychoneurotic, or personality disorders of such individual.
“(@) The Secretary shall, between July 1 and October 1
of 1981 and of each year thereafter, determine and promul-
gate the deductible which shall be applicable for purposes of
subparagraph (CX1) in the succeeding calendar year. Such
deductible shall be equal to whichever of the following is the
higher: ‘
“@i) $2,000, or
“(ii) $2,000 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the
Department of Labor for June of the year in which
such determination is made and promulgated, which

represents fees for physician services to such compo-
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nent of such Consumer Price Index for the month of

June 1980, with such product, if not a multiple of

$100, being rounded to the nearest multiple of $100.

“(H) The Secretary shall between July 1 and October of
1981 and of each year thereafter, determine and promulgate
the amount which shall be applicable for purposes of subpara-
graph (C)i) in the succeeding calendar year. Such amount
shall be equal to whichever of the following is the higher:

“(A) $500, or
“(B) $500 multiplied by the ratio of the compo-
nent of the Consumer Price Index, prepared by the

Department of Labor for June of the year in which

such determination is made and promulgated, which

represents fees for physician services to such compo-
nent of such Consumer Price Index for the month of

June 1980, with such product, if not a multiple of $50,

being rounded to the nearest multiple of $50.

“(5) Payments with respect to expenses incurred in con-
nection with the treatment of mental, psychoneurotic, and
personality disorders shall not be made unless such treatment
consists of ‘mental health care services’. As used in this sub-
paragraph, the term ‘mental health care services’ includes
only care and services for mental conditions—

“(i) which, if provided on an inpatient basis, con-

sist of a course of active care and treatment provided
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in and by an accredited medical institution (as deter-
mined by the Secretary),

“(ii) which, if provided on a partial hospitalization
basis, are provided (i) in and by an accredited medical
institution (as determined by the Secretary), or (ii) in
and by a qualified community mental health center (as
determined in accordance with regulations of the
Secretary),

““(iii) which, if provided on an outpatient basis, are
provided by a qualified commuxnity mental health
center (as determined in accordance with regulations of
the Secretary), or provided by a psychiatrist;

except that such term does not include any outpatient serv-
ices provided by a psychiatrist, during a 12-month period, for
purposes of diagnosis or treatment of acute psychosis in
excess of (I) five visits, plus (IT) such additicnal visits as shall
have been approved in advance by an appropriate profes-
sional review mechanism upon a finding that, in the absence
of such additional visits, the patient will require institutional
care.

*(6) the plan (in the case of an employer plan) (i)
must cover all of the employees of such employer
(other than employees who perform service for less

- than 25 hours per week or temporary employees), and
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(i) may, at the option of the employer, cover all of the
embloyees of the employer;

“(7) the plan must cover the spouse and depend-
ent family members (including dependent children until
age 26) of any employee (in the case of an employer
plan) or individual (in the case of an individual cover-
age plan) covered by the plan;

“(8) such plan (in the case of an employer plan)
must not require or permit any financial participation
in the cost of the plan by any individual covered there-
under;

“(9) such plan (in the case of an employer plan)
must provide that coverage (in the case of & new em-
ployee, his spouse, and dependent family members) will
begin not later than the first day of the first calendar
month which commences more than 30 days after the
date the employee’s employment commences, and that
coverage of an employee (and of members of his family
who are covered by the plan) will not be terminated by
reason of the separation of the employee from his em-
ployment by such employer prior to 180 days after the
date of such separation, or (if earlier) the first day after
the date on which such employee first obtains coverage
under another employer plan approved under this part;
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“(10XA) such plan, in the case of any employer
plan (other than an employer plan of a self-insured em-
ployer) must be a plan under which there are available
to the employer arrangements for the pooling of risks
under the plan by which his employees are covered
and under the plans by which employees of other
employers are covered so that the premium or other
periodic charge payable therefor to the carrier are de-
termined on a class basis either (i) without regard to
the payments or reimbursements for health services re-
ceived by the employer’s employees (and family mem-
bers of such employees) covered by the plan, or (i)
without regard to the payments or reimbursements for
health services received by the employer’s employees
{and family members of such employees) in excess of a
specified amount agreed to between the employer and
the carrier of payments or reimbursements as to any
one individual or family and under which the premium
or other periodic charge made under such arrangement
is specifically identified to the purchaser;

“(B) the premium or other periodic charge im-
posed for the pooling arrangements described in sub-
paragraph (A) shall (in case of any plan other than an
employer plan of a self-insured employer) be stated, to
the employer or self-employed individual subscribing to
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the plan, in annual (or more frequent) billings or re-
newal notices which shall be expressed in such a
manner a8 to facilitate a comparison of such premium
or charge with the amount allowable on account of
such plan as a tax credit under section 1403 or section
3114, as the case may be, of the Internal Revenue
Code of 1954. )
“(C) In any case where, pursuant to one or more collec-
tive bargaining agreements, health insurance responsibilities
for one or more groups (but not all) of the employees of an
employer have been placed with a labor organization, the
Secretary may waive the requirement imposed by subsection
(bX6) with respect to such group or groups of the employer’s
employees for such period as may be necessary to enable the
employer and the labor organizations with which he has col-
lective bargaining agreements a reasonable opportunity so to
arrange health insurance coverage of the employees of the
employer as to meet the requirement imposed by subsection
(bX6). The Secretary shall provide technical assistance to,
and recommend procedures to be employed by, such em-
ployer and such organizations in meeting such requirement.
“(c) Approval of the Secretary of any plan (other than
an employer plan of a self-insured employer) shall not be
denied because such plan is provided under arrangements

with carriers involving the plans of two or more employers in
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the same industry or under a trust or trade association
arrangement.

“(d(1) No employer plan or individual coverage plan
shall be approved by the Secretary except on the basis of an
application for approval submitted by the employer or indi-
vidual (or by a carrier on such person’s behalf) to the Secre-
tary, which application shall be in such form and contain such
information and assurances as the Secretary shall by regula-
tions require.

*“(2) Applications for approval may contain provision for
recommendations of approval, by the insurance department
or similar agency of the State involved; and the Secretary
may employ any such recommendations as a basis for expe-
diting approval of the application with respect to which such
recommendations are made.

*“(8}A) The Secretary shall not approve any application
of an employer plan by a self-insured employer unless such
application contains or is supported by proof and assurances
satisfactory to the Secretary that the employer has the finan-
cial ability to discharge his obligations under the plan and has
the administrative ability effectively to discharge such
obligations.

‘“(B) The Secretary may, as a condition of approval of
an employer plan by a self-insured employer, require the em-

ployer to deposit in a depository designated by the Secretary

By
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either an indemnity bond or securities (at the option of the
employer) of a kind and in an amount determined by the Sec-
retary, and subject to such conditions as the Secretary may
prescribe (which shall include authorization to the Secretary
in case of default of the employer’s obligations to provide
benefits under the plan to sell any of such securities sufficient
to discharge such obligations or to bring suit upon such bonds
to procure the prompt discharge of such obligations).
‘“Approved Carrier
“(eX1) As used in this section—

“(A) the term ‘catastrophic health insurance’
means a health insurance policy or plan which provides
the coverage which is required pursuant to subsection
(bX1); and

“(B) the term ‘carrier’ includes any nonprofit hos-
pital or medical service corporation.

“2XA) In order for a carrier to be approved by the
Secretary under this subsection, the carrier must—

“@) offer, in each State in which such carrier does
health insurance business, catastrophic health insur-
ance to all individuals and groups on an annual or
shorter contract basis, with the option of the policy-
holder to renew at the expiration of the term of the
policy, and with provision that the coverage so offered
will not be discontinued or denied in the case of any

45-505 O - 719 - 17
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individual or group except for failure to make timely
payment of premium therefor;

“(ii) provide claims determination procedures with
respect to catastrophic health insurance benefits which
(D comply with the requirements imposed by section
503 of the Employee Retirement Income Security Act
of 1974 and the regulations issued thereunder by the
Secretary of Labor and (IT) are consistent with those
employed by the carrier in its noncatastrophic health
insurance business and which in general are at least as
favorable to claimants as those employed under the
Federal plan established by part A, and

“(iii) operate in accordance with procedures satis-
factory to the Secretary for meeting its obligations
with respect to policies of catastrophic health insurance
and for disposition of unearned premiums on such poli-
cies in the event of the discontinuance of such policies
or the withdrawal of its status as an approved carrier
by the Secretary.

“(B) In order to better enable carriers to meet the re-

21 quirements imposed by subparagraph (AXi), the Secretary

22 shall provide to carriers, offering approved plans under this
23 part, reasonable access to claim data developed under the
24 Federal plan established by title XVIIL.
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“(d) Approval of a plan by the Secretary under this sec-
tion shall not have the effect of causing such plan to be a
‘governmental plan’, as that term is employed in and for pur-
poses of title I of the Employee Retirement Income Security
Act of 1974, if such plan would, in the absence of such ap-
proval, not be a ‘governmental plan’, as that term is so
employed.

‘“(eX1) It shall not be unlawful, under any antitrust law,
for any carrier or group of carriers to enter into or participate
in any pool, reinsurance, or other residual market arrange-
ment, or for any carrier to carry on any activity which is
necessary or appropriate to discharge its functions under any
such arrangement, if and to the extent that, such arrange-
ment and the activities taken pursuant thereto are confined to
the offering and administration of plans approved by the Sec-
retary under this section.

“(2) As used in paragraph (1), the term ‘antitrust law’
means the Federal Trade Commission Act, each statute re-
ferred to in section 4 of that Act (15 U.S.C. 44) as an Anti-
trust Act, any other statute of the United States in pari ma-
teria, and any law of any State or political subdivision thereof
which prohibits or restrains contracts, combinations, or other

arrangements in restraint of trade.
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“CERTIFICATIONS TO THE SECRETARY OF THE TREASURY

“Sec. 2104. (a) Whenever the Secretary approves, or
withdraws approval of, any employer plan or individual cov-
erage plan under this part, he shall submit a certification of
his action to the Secretary of the Treasury.

“(b)(1) The Secretary shall, prior to January 1, of each
calendar year, certify to the Secretary of the Treasury the
Table of Values of Catastrophic Health Insurance Coverage
which shall be in effect for such calendar year, together with
such additional data as may be needed by the Secretary of
the Treasury in connection with the administration of sec-
tions 42, 1403, and 3114 of the Internal Revenue Code of
1954.

“(2) The table of values referred to in paragraph (1)
shall be developed, for each calendar year, by the Secretary
and shall, except for such adjustments as the Secretary shall
deem to be necessary, be the same as the Table of Values of
Catastrophic Health Insurance Coverage which is prepared
and recommended to the Secretary for such year by the Ac-
tuarial Committee est'ablished pursuant to section 2105.

“(8) Such table of values developed by the Secretary
shall be made available to all carriers who offer approved
catastrophic health insurance 1;lans and to all other interested

persons.
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“ACTUARIAL COMMITTEE

“SEec. 2105. (aX1) There is hereby established an Actu-
arial Committee which shall consist of five individuals, who
are not otherwise in the employ of the United States, ap-
pointed by the Secretary.

“(2A) Members of the Committee shall be persons who
are qualified to perform the functions and duties of the Com-
mittee. No individual shall be a member of the Committee
unless he (i) is enrolled, or meets the conditions for enroll-
ment (other than those relating to pension experience), as an
actuary in the Joint Board for the Enrollment of Actuaries
established by section 8041 of the Employee Retirement
Income Security Act of 1974, and (i) has significant actuar-
ial experience in the field of health insurance.

“B) At no time shall more than two members of the
Committee be in the employ of a carrier (as defined in sub-
section (e)) which does health insurance business.

“(3) Members of the Committee shall serve for terms of
4 years, except that of those first appointed, one shall be
appointed for a term of 1 year, one shall be appointed for a
term of 2 years, one shall be appointed for a term of 3 years,
and two shall be appointed for terms of 4 years. A member
may be reappointed, but no member may serve for more than
two successive terms. A member appointed to fill & vacancy

shall be appointed only for the unexpired term of his prede-
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cessor. A majority of the members of the Committee shall
constitute a quorum thereof and action taken by the Commit-
tee shall be by majority vote of those present and voting. The
Secretary shall, from time to time, designate a member of the
Committee to serve as Chairman thereof.

“(4) The Secretary shall furnish to the Committee an
executive secretary and such secretarial, clerical, and other
services as may be required to enable the Committee to carry
out its duties and functions.

“(bX1) Members of the Committee shall each be entitled
to receive the daily equivalent of the annual rate of basic pay
in effect for grade GS-18 of the General Schedule for each
day (including traveltime) during which they are engaged in
the actual performance of duties vested in the Committee.

‘‘(2) While away from their homes or regular places of
business in the performance of services for the Committee,
members of the Committee shall be allowed travel expenses,
including per diem in lieu of subsistence, in the same manner
as persons employed intermittently in the Government are
allowed expenses under section 5703(b) of title 5 of the
United States Code.

“(c) Section 14(a) of the Federal Advisory Committee
Act shall not apply to the Actuarial Committee established

pursuant to this section.
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*(dX1) It shall be the duty and function of the Commit-
tee to prepare and recommend to the Secretary, not later
than October 1 of each year, a Table of Values of Cata-
strophic Health Insurance Coverage which shall be in effect
for the calendar year commencing on the following
January 1.

*“(2) Such table of values shall establish, for each State,
the actuarial value of one year’s catastrophic health insur-
ance coverage for one individual, as estimated for the calen-
dar year for which such table of values is to be in effect, and
shall be designed (with the use of a table of adjustment fac-
tors) to enable employers, carriers, and others involved with
plans approved under section 2103 to determine the actuarial
value of the catastrophic health insurance coverage provided
under any such plan.

“(8) The value of catastrophic health insurance cover-
age shall be established by the Committee according to the
best data and information available to it on the basis of the
expected costs or charges for health care services, the ex-
pected utilization of health care services by all persons
having such coverage, the expected administration and claim
pa;yment expenses (including an allowance for risk) applicable
to plans providing such coverage, and such other information
as the Committee determines to be relevant. In establishing
such value of coverage in any State, the Committee shall
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employ appropriate adjustment factors, which shall be ap-
plied uniformly within the State, to reflect significant cost
differences related to geographic variations and the age and
dependency characteristics of individuals covered under plans
providing such coverage.

“/(4) The term ‘catastrophic health insurance’, as used in
this section, means health insurance provided under plans ap-
proved under section 2103 which provides that minimum
coverage necessary to meet the requirement imposed in sec-
tion 2103(b).

“(eX1) The Committee shall have the further duty (A) of
reviewing (by random claim or data sample or otherwise) the
marketing and rating practices of plans approved under sec-
tion 2103 with & view to determining whether such practices
unduly or inappropriately restrict, for particular groups, the
availability of coverage under plans approved under such sec-
tion, and (B) upon request of the Secretary of the Treasury,
to assist him in establishing procedures designed to assure
the proper administration of sections 42, 1403, and 3114 of
the Internal Revenue Code of 1954.

“42) The Committee shall report to the Secretary its
findings resulting from its review functions, together with

such recommendations as it may have based on such find-

”
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AMENDMENT TO THE INTERNAL REVENUE CODE

Sec. 102. (a) Subpart A of part IV of subchapter A of
chapter 1 of the Internal Revenue Code of 1954 (relating to
credits allowable) is amended by inserting immediately before
section 45 the following new section:

“SEC. 44D. CREDIT FOR CATASTROPHIC HEALTH INSURANCE
PREMIUMS PAID BY CERTAIN TAXPAYERS.

“(a) ACTUARIAL VALUE OF CATASTROPHIC HEALTH
INSURBANCE COVERBAGE UNDER APPROVED INDIVIDUAL
COVERAGE AND CERTAIN EMPLOYER PLANS.—If, during
any part of the taxable year (1) an employer which has a
payroll of $250,000 or less during such year, or (2) some
other taxpayer who is not an employer, has secured for his
employees or for himself, as the case may be, catastrophic
health insurance coverage under a plan which is approved by
the Secretary of Health, Education, and Welfare under sec-
tion 2103 of the Social Security Act, the taxpayer may, in
lieu of any deduction and to the extent provided in this sub-
section and subsection (b), credit against the taxes otherwise
imposed by this chapter for such taxable year an amount
equal to one-half the actuarial value of such coverage, as
determined under the appropriate Table of Values of Cata-
strophic Health Insurance Coverage certified by such Secre-
tary pursuant to section 2103 of such Act. Such credits shall
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be refundable to the taxpayer to the extent they exceed his
tax liability.

“() Lnvar oN CeeDITB.—The total credits allowed a
taxpayer under this section shall not exceed 100 percent of
the premiums against which such credits are allowable.

“(c) A State and the local government employees in a
State in which all such public employers provide c&tastrophic
health insurance to their employees under the terms and con-
ditions prescribed for employers in title XXI of the Social
Security Act shall be deemed to be an employer for purposes
of subsection (a) regardless of payroll amounts if such State
enters into an agreement with the Secretary of the Treasury
to comply with the provisions of such title XXI and if the
Secretary of Health, Education, and Welfare certifies that
such State and each of its subdivisions is in compliance with
the provisions of such title. For purposes of subsection (a), a
nonprofit organization shall also be deemed to be an employ-
er without regard to the amount of its payroll.”.

EXCISE TAXES

(b) Chapter 38 of the Internal Revenue Code of 1954
(relating-to certain other excise taxes) is amended by sdding
at the end the following new subchapter:

“Subchapter F—Taxes on Certain Uninsured
Employers

“8ec. 4495. Impasition of taxes.
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“SEC. 4495. IMPOSITION OF TAXES.

*“(a) TAXES ON UNINSURED EMPLOYERS.—

“(1) If an employer has failed to insure his em-
ployees under an approved employer catastrophic
health insurance plan pursuant to section 2101 of the
Social Security Act with respect to any taxable year,
there is hereby imposed on the employer a tax equal to
150 percent of the amount of premiums that it is esti-
mated he would have paid had his employees been so
insured.”.

TITLE OI—MEDICAL ASSISTANCE PLAN FOR
LOW-INCOME PEOPLE

Skc. 201. (a) Effective October 1, 1980, title XIX of
the Social Security Act is amended to read as follows:

“TITLE XIX—MEDICAL ASSISTANCE PLAN

FOR LOW-INCOME PEOPLE
“PART A—GENEBRAL PROVISIONS
“PURPOSE

“Sec. 1901. It is the purpose of this title to provide, for
low-income individuals and members of low-income families,
assistance toward the costs of necessary hospital, skilled
nursing facility, medical, and other health care services.

“FREE CHOICE BY PATIENT GUARANTEED

“Src. 1902. Any individual entitled to benefits under
this title may obtain health services provided hereunder from
any institution, agency, or person qualified to participate
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under this title in accordance with reimbursement and service
requirements if such inatitution, agency, or person undertakes
to provide him such services. The provisions of the preceding
sentence shall not be applicable in the jurisdiction of Puerto
Rico, the Virgin Islands, or Guam for any period with re-
spect to which there is in effect an election (submitted to the
Secretary in such form and manner as he shall by regulations
prescribe) by the Governor of such jurisdiction that such pro-
visions not be applicable to such jurisdiction.
““OPTION OF INDIVIDUALS TO OBTAIN OTHER HEALTH
INSURANCE PROTECTION
“SEc. 1903. Nothing contained in this title shall be con-
strued to preclude any State from providing, or any individu-
al from purchasing or securing (through collective bargaining
or otherwise), protection against the cost of any health
gervices.
“PABT B—DESCRIPTION OF MEDICAL ASSISTANCE PLAN
“ELIGIBLE INDIVIDUALS
“SEc. 1910. (3) Every ‘medicaid eligible’ (as defined in
section 1916(a)) shall be eligible for the health benefits pro-
vided under this title in the manner prescribed by section
1916. Every individual who—
“(1) is (A) a low-income individual, or (B) a

member of a low-income family,
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“2) is a resident of the United States, and is
either (A) a citizen or (B) an alien lawfully admitted
for permanent residence or otherwise permanently re-
siding in the United States under color of law (includ-
ing any alien who is lawfully present in the United

States as a result of the application of the provisions of

section 203(a){(7) or section 212(dX5) of the Immigra-

tion and Nationality Act), and

“(3) has filed (in the case of a low-income individ-
ual), or has had filed in his behalf by an appropriate
person an application under this title (filed in such form
and manner and containing such information as the

Secretary shall by regulations prescribe),
shall be eligible for the health benefits provided under this
title for the benefit period (as determined under subsection
(dX2)) to which such application is applicable; except that no
such individual shall be entitled to such benefits on account of
services received by him during any period with respect to
which he does not meet the condition imposed by paragraph
(2) of this subsection.

“(b) Whenever the Secretary approves any application
(referred to in subsection (a}(3)), he shall issue a health bene-
fits card to each individual who, by reason of such applica-
tion, is eligible for a benefit period to the health benefits pro-
vided by this title. Such health benefits card which shall be
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used to assist in identifying an eligible individual, shall identi-
fy the individual or family member to whom it is issued (by
name, sex, age, and social security account number and such
criteria as the Secretary shall by regulations prescribe) as
being eligible for such benefits for such period.

“(c) An application (referred to in subsection (a}3)) on
behalf of the members of & low-income family shall be filed by
the head of such family or by such other appropriate person
as the Secretary shall by regulations specify.

“(d(1XA) Any application (referred to in subsection
(a}(3)) shall be filed with respect to—

“@) the coverage year in which the application is
filed, or

“(ii) the coverage year immediately following the
coverage year in which the application is filed and
which begins not later than 60 days after the date on
which such application is filed.

“B) As used in this subsection and section 1911, the
term ‘coverage year’ means the 12-month period beginning
April 1 of any year.

“(2) The benefit period of any individual resulting from
the filing of an application (referred to in subsection (a)X8)),
shall commence—

“(A) on the first day of the first month in which
the application is filed, or
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“(B) if earlier, the first day of the third month
prior to the month in which the application is filed and
in which such individual or the family of which he is a
member first met the conditions imposed by section
1910(a) (1) and (2),
and shall end on whichever of the following is earlier—
“(C) the close of the coverage year with respect
to which such application is filed, or
‘(D) such date as may be specified in regulations
of the Secretary (promulgated in accordance with the
provisions of section 1911(d)), if such individual, prior
to the date referred to in clause (C), ceases to meet the
applicable condition imposed by subsection (a)1), or
fails to submit reports which the Secretary deems to be
necessary or useful to enable him to determine whether
such individual continues to meet the conditions im-
posed by subsection (a) (1) and (2);
except that, if on the date that any individual’s benefit period
would (as determined under the preceding provisions of this
paragraph) end, such individual is an inpatient in a health
care institution (which is a hospital, skilled nursing facility, or
intermediate care facility) participating under title XVIII or
this title, such individual’s benefit period shall not end until
the day following the first day, after suoh,date, that such
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individual either is no longer an inpatient in or no longe:
requires care in such an institution,
“DETERMINATIONS OF ELIGIBILITY

“SEc. 1911. (a) Whenever an application (referred to in
section 1910(a)}(3)) has been filed by or on behalf of an indi-
vidual or on behalf of the members of a family, the determi-
nation of whether such individual or such family meets the
applicable condition imposed by section 1910(aX1) (A) or (B)
shall be based on the actual income of the individual or family
for the 2-month period immediately preceding the date of
filing of the application and the prospective income of the
individual or family for the 2-month period immediately fol-
lowing such date.

“(b) An individual shall be deemed, for purposes of sub-
section (a), to have no income for the 2-month period immedi-
ately preceding the date of the filing of an application (re-
ferred to in section 1910(a)(3)) if—

“(1) at the time such application is filed by such
individual, he is not & member of a family, and

“(2) during all of such 2-month period (A) such
individual was a member of a family, (B) was not regu-
larly employed, and (C) was not the head of such
family.

“(c) The Secretary, in determining (for purposes of sub-

section (a)) the prospective income of any individual or

Q men ®
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family, may take into account current income (if any) and
other relevant factors (including, in appropriate cases, actual
income for preceding periods).

“(d) An individual (referred to in section 1910{(dX2XD))
shall be deemed not to have ceased to meet the applicable
condition imposed by section 1910(a)1) in & current coverage
year because the income of such individual or of the family of

which he is a member, as the case may be, has increased, if

© OO 3 B O B W D

such income, as so increased, does not exceed 120 per

centum of the maximum amount of income which such indi-
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vidual (or such family) can receive while still being a ‘low-
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income’ individual or family (as the case may be). The pre-
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ceding sentence shall apply also to decreases in family

income maximums brought about by a diminution in the
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number of members thereof, except that a diminution in the
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number of members of a family of not more than one such
member during a benefit period shall not affect the eligibility

of the remaining members of such family during the remain-
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der of such benefit period.

“SCOPE OF BENEFITS
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“Sgc. 1912. The benefits provided to an individual eli-
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gible in any benefit period under this title shall consist of

[
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eligibility to have payment made (subject to the provisions of
this title) on his behalf for—
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*‘(a) necessary inpatient hospital services;

“(b) medical and other health services;

“(c) skilled nursing facility services;

“(d) home health services;

‘() intermediate care services;

“(f) mental health services;

‘() pre-natal and well-baby care;

“(h) family planning counseling, services, and
supplies;

“@) in the case of eligible children under age 18,
early and periodic screening, diagnosis, and treatment;
and

“() payment of any premium imposed under part
B of title XVIII for coverage under the insurance pro-
gram established by such part;

and to have reimbursement made to him in an amount equal
to one-half of the amount (i) of the actuarial value, as deter-
mined under the appropriate Table of Values of Catastrophic
Health Insurance Coverage certified by the Secretary pursu-
ant to section 2104(b), of catastrophic health insurance cov-
erage for any period for such individual (or such individual
and family members) under a self-employed plan approved by
the Secretary under section 2122, and (i) paid by such indi-

vidual (and by family members) as premiums for such plan.
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““COPAYMENT REQUIREMENTS
“Sec. 1913. (aX1) Any individual or family who, for
any coverage year, is eligible for the health benefits provided
by this title shall be responsible for the first $3 of the cost
incurred for a visit for physicians’ se-rvices (other than as an
inpatient) if such visit is not for the purpose of securing ap-
propriate well-baby care, family planning services, or serv-
ices described in section 1912(i). Such $3 copayment shall be
applicable only to each of the first ten visits of any individual
or family for physicians’ services. In the case of an individual
covered under title XVIII, the copayment or deductible re-
quirements of this section shall apply to the extent they are
less than the copayment required under title XVIII.
“(2) In the case of any individual who—

‘“(A) is, for any benefit period, entitled to the
health benefits provided under this title,

“(B) is not & member of & family or is a member
of a family all of whose members meet the require-
ments of subparagraph (C),

“(C) for a continuous period in excess of 60 days
(whether or not in the same benefit period), is an inpa-
tient in an institution which is a hospital, skilled nurs-
ing facility, or intermediate care facility,

there shall be imposed in each month (which begins after

such period) in which he is an inpatient in such an institution
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a special copayment, with respect to health care services in
such institution to which he is entitled under this title during
each month, equal to the amount by which his cash income
for such month exceeds $50.

“(b) The amount payable under this title with respect to
physicians’ services where a copayment is required by sub-
section (a)(1) or (a)(2) shall be reduced by an amount (if any)
equal to the copayment imposed.

“RESIDUAL NATUBE OF BENEFITS

“SEc. 1914. Amounts otherwise payable under this title
with respect to any item or service specified in clauses (a)
through (i) of section 1912 provided to an individual during
any benefit period shall be reduced by the amount which is
paid (or upon claim by the individual, or a person claiming on
his behalf, would be payable) under any other public or pri-
vate insurance or health care benefits plan by which such
individual is covered (including the insurance program estab-
lished by title XVIII, the program established by title XXI,
and any workmen’s compensation law), except that payments
under this title shall be primary in the case of a State pro-
gram designed to supplement (through higher income tests)
the eligibility of this program.

“8SPECIAL PROVISIONS RELATING TO MEDICAID ELIGIBLES

“Sec. 1915. (a) For purposes of this section and the
first sentence of section 1910{a), the term ‘medicaid eligible’
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means an individual (whether as a member of a family or
otherwise) who, for any month after December 1980 and
prior to October 1981, was determined to be eligible for as-
sistance under a State plan approved under this XIX (as in
effect prior to October 1, 1981).

“(b) Notwithstanding any other provision of this title,
any individual who is a medicaid eligible shall (subject to
subsection (c)) be eligible for the health insurance provided by
this title for any period after September 1981 if, for such
period, such individual—

‘(1) meets the requirements imposed (or deemed
by Federal law to be imposed) as a condition of eligi-
bility for assistance under the State plan under which
his status as a medicaid eligible is established, as such
plan was in effect for September 1981,

“(2) does not meet such requirements but would
meet such requirements except for the amount of his
income (or the incom;a of the family of which he is a
member), if his income (or the income of the family of
which he is & member) does not exceed 105 per
centum of the maximum applicable income standard
imposed as & condition of eligibility under such require-
ments as in effect for September 1980, or (if greater)
for September i981,
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except that no individual shall, by reason of the provisions of
this subsection, be deemed to be eligible for health benefits
under this title unless such individual meets the requirements
of section 1910(a)(2) and there has been filed (in the manner
provided by section 1910(a}(3)) by or on behalf of such indi-
vidual an application for benefits under this title with respect
to such period.
“PART C—CONDITIONS AND LIMITATIONS ON PAYMENT,
AND ADMINISTRATION
““BASIS FOR PAYMENT FOBR HEALTH SERVICES

“SEC. 1920. (a) Except as is otherwise provided in sub-
section (d), covered health care services provided to individ-
uals insured under this title shall, in the case such services
are provided by a provider of service (as defined in section
1861(u)) or an intermediate care facility, be paid for on the
basis of the reasonable cost subject to the limitations other-
wise provided under title XVIII for such services and, in the
case such services are provided by a person (other than a
provider of service or an intermediate care facility), be paid
on the basis of the reasonable charge (subject to the limita-
tions with respect thereto imposed under title XVIII).

“(b) In the event that such amounts are not payable due
to the failure of the individual or family to enroll in a health
insurance plan for which he or such family was otherwise

eligible, and to the extent such coverage would have been in
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effect during the benefits period, and in which his or such
family’s premium or rate liability was 25 per centum or less
(or failure to enroll in part B of title XVIII) amounts other-
wise payable under this title shall be reduced by not more
than $250 in a benefit period.

*“(c) As used in subsection (a), the term ‘reasonable cost’
shall have the same meaning as when such term is employed
in title XVIII.

*(dX1) To the extent that the regulations of the Secre-
tary promulgated pursuant to paragraph (2) are applicable to
a skilled nursing facility or an intermediate care facility, cov-
ered services furnished by such facility shall be paid on the
cost-related basis established under such regulations rather
than on the basis of reasonable cost.

“(2) In the interest of the efficient and economical ad-
ministration of this title, the Secretary shall promulgate regu-
lations under which covered services furnished by all or one
or more types or classes of skilled nursing facilities or inter-
mediate care facilities in any area (consisting of one or more
States) will be paid for on a reasonable cost-related basis, as
determined in accordance with methods and standards pre-

scribed in such regulations.
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“‘CONDITIONS OF AND LIMITATION ON PAYMENT FOR

SERVICES

“Sec. 1921. (a) Services and the payment therefor
under this title are subject to the same conditions and limita-
tions as those imposed by sections 1814, 1834, and 1835
with respect to sefvices. angd the payment therefor, provided
under title XVIII.

“(b) No payment shall be made under this title to any
person on account of any health care service furnished by
such person to an individual who is covered under this title
for such service unless such person accepts the amount of
such payment, together with any copayment required under
section 1913 with respect to such service, as payment in full
for such service. Whenever payment under this title is made
in supplementation of a payment made under any insurance
program (whether public or private) for a service, the amount
of the payment under this title shall not be in excess of
amount which would be paid had such service been provided
under this title, and no person accepting such payment as
payment for such service shall charge any amount in excess
of the amount so paid to the individual receiving such service.

“(c) If any eligible individual (as determined under sec-
tion 1910) who is a low-income individual or a member of a
low-income family (as determined without regard to section

1932) is enrolled in—

~
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“(1) a health maintenance organization which
meets the applicable requirements of section 1876, or
“(2) an organization which (A) provides medical
and other health services (or arranges for their avail-
ability) on a prepayment basis, and (B) receives and
prior to September 1, 1973, received, payments under
part B of title XVIII under the authority contained in

section 1833(a}1XA),

the Secretary may, in lieu of making payments for health
benefits on behalf of such individual as provided in other pro-
visions of this title, make payment therefor in the manner
authorized by section 1876 for any period, during which he is
so enrolled, and for which he is such an eligible individual.

“(d) Payments under this title may not be made for
services provided by any group practice unit unless such unit
meets the applicable requirements of section 1876.

“ADMINISTRATION AND QUALITY CONTROL

“Sec. 1922. (a) The provisions of this title shall (subject
to the provisions of section 702(b)) be administered by the
Secretary.

“(b) The provisions of title XVIII (and other provisions
of law applicable to the health insurance programs estab-
lished by such title, including part B of title XI) relating to
utilization and professional review and conditions of partici-

pation required with respect to persons or providers of health
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services under title XVIII, shall be applicable to all health

services provided under this title.

“(c) To the maximum extent practicable, the Secretary,
in the administration of this title, shall utilize and otherwise
coordinate with the procedures employed in the administra-
tion of the health insurance programs established by title
XVIII (including the procedures for certification of providers
of service), and shall have the same authority (except as
otherwise specifically provided) as that conferred upon him
with respect to the administration of the insurance programs
established by title XVIII.

““BEQUIREMENTS FOR CARRIERS AND INTERMEDIARIES

“SEc. 1923. (a) The Secretary, in the administration of
this title, shall, whenever he determines that the interests of
quality of service to eligible individuals or program economy,
or efficiency of administration would be furthered, require
consolidation of activities on the part of carriers (utilized pur-
suant to authority contained in section 1842) and agencies or
organizations (utilized pursuant to authority contained in sec-
tion 1816) in geographic regions with minimum size popula-
tions of individuals covered under this title and under the
insurance programs established by title XVIII.

“(b) No private carrier or other organization shall after
the 8-year period which commences on the date of enactment
of this section, be utilized in the administration of this title or
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title XVIII unless such carrier or other organization is an
‘approved carrier’ under section 1505.,
“‘MEDICAL COVERAGE TRUST FUND

“Seo. 1924. (a) There is hereby created on the books of
the Treasury of the United States a trust fund to be known
as the Medical Coverage Trust Fund (hereinafter in this sec-
tion referred to as the ‘Trust Fund’). The Trust Fund shall
consist of such gifts and bequests as may be made as pro-
vided in section 201(i1), and such amounts as may be de-
posited in, or appropriated to, such fund as provided in sec-
tions 1925 and 1928.

“(b) With respect to the Trust Fund, there is hereby
created a body to be known as the Board of Trustees of the
Trust Fund (hereinafter in this section referred to as the
‘Board of Trustees’) composed of the Secretary of the Treas-
ury, the Secretary of Labor, and the Secretary of Health,
Education, and Welfare, all ex officio. The Secretary of the
Treasury shall be the Managing Trustee of the Board of
Trustees (hereinafter in this section referred to as the ‘Man-
aging Trustee’). The Commissioner of Social Security shall
serve as the Secretary of the Board of Trustees. The Board
of Trustees shall meet not less frequently than once each
calendar year. It shall be the duty of the Trustee to—

“(1) hold the Trust Fund;
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“(2) report to the Congress not later than the first
day of July of each year on the operation and status of
the Trust Fund during the preceding fiscal year and on
its expected operation and status during the current
fiscal year and the next 2 fiscal years;

*(8) report immediately to the Congress whenever
the Board is of the opinion that the amount of the
Trust Fund is unduly small; and

“(4) review the general policies followed in man-
aging the Trust Fund, and recommend changes in such
policies, including necessary changes in the provisions
of law which govern the way in which the Trust Fund
is to be managed.

The report provided for in paragraph (2) shall include a state-
ment of the assets of, and the disbursements made from, the
Trust Fund during the preceding fiscal year, an estimate of
disbursements to be made from the Trust Funds during the
current coverage year and each of the next 2 fiscal years.
Such report shall be printed as a House document of the
session of the Congress to which the report is made.

“(c) The Managing Trustee shall pay from time to time
from the Trust Fund such amounts as the Secretary of
Health, Education, and Welfare certifies are necessary to
make the payments of benefits provided for in this title, and

8. 7160——17



W @ I D O e W D

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

279

46

the payments with respect to administrative expenses in ac-

cordance with section 201(gX1).

“STATE CONTRIBUTIONS TO MEDICAL COVERAGE TRUST
FUND, AND TO CATASTROPHIC HEALTH INSURANCE
TRUST FUND
“Sec. 1925. (a) In order for individuals residing in any

State to receive for any period the benefits provided by this

title, there must be in effect for such period an agreement

between such State and the Secretary entered into under this
section.

“(b) Any agreement between the Secretary and a State
under this section shall provide that the State will (subject to
subsection (c)) pay, with respect to each fiscal year for which
such agreement is in effect, to the Secretary of the Treasury
at such time or times as may be specified in the agreement,
an amount equal to—

“(1) in case such State is a State which (for the
fiscal year ending September 30, 1980, or September

30, 1981, had in effect a State plan approved under

title XIX, as in effect prior to the effective date of the

program established by this title} the sum of the fol-
lowing:

“(A) an amount equal to (i) the total amount

expended from non-Federal funds for the purpose

of providing (under such State plan to persons eli-
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gible under such plan) services of the types for

which coverage is provided by this title, for the
four-quarter period ending september 30, 1980,
or (i) if greater, the total amount expended from
non-Federal funds for such purpose for the four-
quarter period ending September 80, 1981, plus
“(B) an amount equal to one-half of (i) the
total amount expended (as determined by the Sec-
retary) from non-Federal public funds for the pur-
pose of providing, for individuals not covered
under such plan but who are eligible under this
title, services of the types for which coverage is
provided by this title, for the four-quarter period
ending September 30, 1980, or (ii) if greater, the
total amount expended (as determined by the Sec-
retary) from non-Federal funds for such purpose
for the four-quarter period ending September 30,
1981; and
“(2) in case such State did not, for the fiscal year
ending September 30, 1980, or September 30, 1981,
have in effect a State plan referred to in paragrarh (1),
(A) the total amount expended (as determined by the
Secretary) from non-Federal funds for the purpose of
providing services of the types for which coverage is
provided by this title for persons eligible under this
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title, for the four-quarter period ending September 30,

1980, or (B) if greater, the total amount expended (as

determined by the Secretary) from non-Federal funds

for such purpose for the four-quarter period ending

September 30, 1981.

“(c) The amount payable by any State under subsection
(b) with respect to a coverage year shall be reduced by an
amount equal to one-half of the amount expended by such
State during such coverage year from non-Federal funds in
providing to individuals in such State services of a type—

‘(1) which is not covered under this title, but
“(2) with respect to the cost of which there could
have been Federal financial participation under title

XIX (as in effect prior to the effective date of the pro-

gram established by this title) if such type of service

had been included in a State's plan approved under
such title XIX. ‘

“(d) Amounts paid to the Secretary of the Treasury
under this section shall be deposited by him in the Medical
Coverage Trust Fund.

““APPROPRIATIONS TO MEDICAL COVERAGE TRUST FUND

“Skc. 1926. There are authorized to be appropriated
for each fiscal year to the Medical Coverage Trust Fund such
sums as may be necessary to carry out the program estab-
lished by this title. |
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“MINIMUM PAYMENTS

“Sec. 1927. If the amount payable to an insured indi-
vidual at any particular time as benefits under this title is less
than $5, no payment shall be made to him until such time as
the payment to which he is entitled as such benefits is $5 or
more.
“OPTOMETRISTS’ SERVICES PROVIDED IN CERTAIN BTATES

“Sec. 1928. In the case of any State which—

“(1) does not provide for the payment of optom-
etrists’ services furnished to individuals who are eligi-
ble for benefits under the medical assistance plan for
low-income people established by this title,

“(2) during all or some part of the 2-year period
ending on the effective date of such medical assistance
plan, did provide, under its State plan approved under
title XIX (as in effect prior to such effective date),
payment of optometrists’ services,

the term ‘physicians’ services’, as employed in such medical
assistance plan established by this title, shall, with respect to
individuals residing in such State, be deemed to include any
service which is furnished by an optometrist, if—

“(8) such service is one which an optometrist is
legally authorized to perform,

“(4) such service would constitute ‘physicians’

services’, as that term is employed in such medical as-
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sistance plan established by this title, if it had been
performed by a physician.
“PART D—DEFINITIONS AND MISCELLANEOUS

Provisions

““MEANING OF ‘LOW-INCOME INDIVIDUAL’ AND ‘MEMBER

OF A LOW-INCOME FAMILY’

“Sec. 1930. (a) For purposes of section 1910(a)(1)(A),

the term ‘low-income individual’ means an individual—

“(1) who is not a member of a family (as deter-
mined under subsection (b)(1)), and
“(2) whose income is at a rate of not more than
$3,000 for the calendar year 1981 or any calendar
year thereafter.
“(b) For purposes of section 1910(a)(1)(B)—
“(1) the term ‘family’ means two or more individ-
uals who are—
“(A) related by blood, marriage, or adoption,
and
“(B) living in a place of residence maintained
by one or more of them as his or their own home;
“(2) the term ‘member’, when used in reference to
a family, means an individual described in paragraph
(1), and _
“(3) the term ‘low-income’, when used in refer-

ence to a family, means ¢ family, the aggregate income

79 - 13
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of all the members of which is at & rate of not more

than—

“(A) in case there are only two members of
such family, $4,200, or

“(B) in case there are only three members of
such family, $4,800, or

“(C) in case there are only four members of
such family, $5,400, or

‘“(D) in case there are more than four mem-
bers of such family, an amount equal to $5,400
plus $400 for each member of such family in
excess of four.

“(c) The Secretary may prescribe the circumstances
under which, consistent with the purposes of this title and in
the same manner as authorized in section 1611(d), the gross
income of an individual or family from a trade or business
(including farming) will be considered sufficiently large to
cause such individual or family not to be regarded as a ‘low-
income individual’, or a ‘low-income family’, even though
such individual’s or family’s income does not exceed the ap-
plicable dollar amount prescribed in subsection (a}2) or (bX3).

“(d) In the case of jurisdictions of the Commonwealth of
Puerto Rico, the Virgin Islands, and Guam, the amounts set
forth in subsection (b}3) (A), (B), (C), and (D) shall each be
deemed to be reduced to such amount as the Secretary deter-
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mines to be appropriate to assure that the ratio of individuals
and families in any such jurisdiction who meet the criteria for
low income (for purposes of this title) to the total population
of such jurisdiction is not greater than the ratio of individuals
in that State of the United States which has the highest such
ratio of individuals who meet such criteria to the total popu-
lation of such State.
“‘MEANING OF ‘INCOME’

“Sec. 1931. (a) For purposes of this title, ‘income’
means (subject to subsection (b)) both earned income and un-
earned income; and—

“(1) ‘earned income’ means only—

‘“(A) wages as determined under section
203(f5XC); and

“(B) ‘net earnings from self-employment’, as
defined in section 211 (without application of the
second and third sentences following subsection
(a}(10), and the last paragraph of subsection (a)),
including earnings for services described in para-
graphs (4), (5), and (6) of subsection (c); and
“(2) ‘unearned income’ means all other income,

including—
“(A) support and maintenance furnished in

cash,
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“(B) any payments received as an annuity,
pension, retirement, or disability benefit; including
veterans’ compensation and pensions; workmen’s
compensation payments; old-age, survivors, and
disability insurance benefits; railroad retirement
annuities and pensions; and unemployment insur-
ance benefits,

“(C) cash gifts, support and alimony pay-
ments, and inheritances, and

‘(D) rents, dividends, interest, and royalties.

“(bX1) In determining, for purposes of this section, the
income of any individual or family, for any perivd of time,
there shall be excluded—

“(A) the aggregate value of any cash gifts which
do not exceed $240, if such period of time is equal to
12 months, or, if such period of time is less than 12
months, then an amount which bears the same ratio to
$240 as such period bears to 12 months, and

“(B) any scholarship, grant, fellowship, or loan
received for use in paying for tuition, books, and
related fees at any educational (including technical or
vocational education) institution.

“(2) For purposes of paragraph (1) and subsection (a)—

“(A) a loan of $240 or more (or aggregate there-
of) shall be regarded as a gift if such loan—
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“(i) is unsecured (or is without adequate se-
curity), or

“(ii} has no maturity date; and
“(B) in the case of a loan which—

“(i) bears no interest, or

‘(i) bears interest at a rate which is not
more than one-half of the prevailing rate of inter-

est imposed with respect to similar loans,

the recipient of such loan shall be regarded as having
received, as a gift, an amount, with respect to any

period of time, equal to the excess of—

“(iii) the amount of interest which would
have been payable by him, with respect to such
period, on such loan if such loan bore a rate of
interest equal to the prevailing rate of interést im-
posed (as of the time such loan was made) with -
respect to similar loans, over

“(iv) the amount of interest (if any) payable
by him, with respect to such period, on such loan.

““SPEND-DOWN REQUIREMENT

“Skc. 1932. (a) For purposes of determining eligibility,

22 the amount of the income of any individual or family (as de-

23 termined under section 1931) shall be reduced by an amount

24 equal to such individual’s or family’s incurred health care ex-

25 penses to the extent such expenses constitute a legal obliga-
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tion and are not payable by any other third party payor
(whether public or private) (as determnined under subsection
(b)) for the benefit period with respect to which such individ-
ual’s or family’s income is determined.
“(b)(1) The term ‘health care expenses’, when applied to
any individual or family, means (subject to paragraphs (2)
and (3)) reasonable expenditures by or on behalf of such indi-
vidual or the members of such family (as the case may be) for
any of the following:
“(A) inpatient hospital services (including services
in an institution for tuberculosis or mental diseases),
“(B) outpatient hospital services,
“(C) other laboratory and X-ray services,
(D) skilled nursing facility services,
“(E) physicians’ services furnished by a physician
(as defined in section 1861(r}1)), whether furnished in
the office, the patient’s home, a hospital, or a skilled
nursing facility, or elsewhere,
“(F) optometrists’ and podiatrists’ services,
“(G) home health services,
“(H) private duty nursing services,
“() clinic services,
‘() dental services,
“(K) physical therapy, speech, pathology, and au-

diology services,
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“(L) prescribed drugs, dentures, durable medical
equipment and related supplies, and prosthetic devices,
and eyeglasses prescribed by a physician skilled in dis-
eases of the eye or by an optometrist,
*(M) other rehabilitatio'n services,
“(N) intermediate care facility services,
“(0) inpatient psychiatric hospital services,
*“(P) health insurance premiums, or
“(Q) ambulance service.

“(2) For purposes of paragraph (1), the expenditure for

any item or service specified therein means—

“(A) in case payment for such item or service has
been made prior to the time the determination of
health care expenses (which includes such item or
service} is made, the amount actually paid for such
item or service,

““(B) in case payment for such item or service has
not been made at such time and such item or service is
of a type which is covered under the health coverage
plan established by this title, whichever of the follow-
ing is the lesser:

“(@) the actual charge for such item or serv-
ice, or
“(ii) the reasonable charge or reasonable cost

(as the case may be) for such item or serv{;:e as
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determined under this title when such item or
service is provided as an item or service covered
urider such health plan.

“(3) The term ‘health care expenses’ also includes an
amount equal to one-half of the amount (A) of insurance pre-
miums paid by or on behalf of an individual for catastrophic
heslth insurance coverage for such individual (or for such in-
dividual and family members) under a self-employed plan ap-
proved by the Secretary under section 2103.

““(c) The health care expenses (as determined under the
preceding provisions of this section) may, in the case of any
individual, be determined on a prospective basis for any
future périod for which such individual’s income (or the
income of the family of which an individual is a member) is
determined, but only if such individual is determined (in ac-
cordance with regulations of the Secretary) to be an individ-
ual who, on the basis of his recent past medical history, can
be expected, for such future period to require inpatient insti-
tutional care for all or a substantial part of such future
period.

“INPATIENT HOSPITAL SERVICES

“SEc. 1933. For purposes of this title, the term ‘inpa-

tient hospital services’ shall have the meaning assigned to

such term by section 1861(b).
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“HOSPITAL

“Sec. 1934. For purposes of this title, the term ‘hospi-
tal’ means an institution which meets the requirements set
forth in clauses (1) through (9) of section 1861(c).

“MEDICAL AND OTHER HEALTH SERVICES

“Sec. 1935. For purposes of this title, the term ‘medi-
cal and other health services’ shall have the meaning es-
signed to such term in so much of section 1861(s) as precedes
the last sentence thereof; except that such term shall include
(1) such physician’s and other services, diagnostic X-ray
iests, diagnostic laboratory tests, and other diagnostic tests
as are involved in providing appropriate well-baby care (as
determined in accordance with regulations of the Secretary)
and (2) outpatient rehabilitation services.

“SKILLED NURSING FACILITY SERVICES

“SEC. 1936. For purposes of this title, the term ‘skilled
nursing facility services’ means the items and services which
(1) are described in clauses (1) through (7) of section 1861(h),
and (2) are furnished by a skilled nursing facility; excluding,
however, any item of service if it would not be included
under section 1861(b), if furnished to an inpatient of a
hospital.

“SKILLED NUBRSING FACILITY
“Sec. 1937. For purposes of this title, the term ‘skilled

nursing facility’ means an institution (or a distinct part of an
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institution) which mects the criteria set forth in section
1861()).
“HOME HEALTH SERVICES

“Sec. 1938. For purposes of ghis title, the term ‘home
health services’ shall have the meaning assigned to such term
in section 1881(m); except that the term ‘skilled nursing fa-
cility’, as used in clause (7) of such section, shall be deemed
to include a skilled nursing facility (as defined in section
1937); except that such term shall not irclude any term or
service if it would not be included under section 1932 if fur-
nished to an inpatient of a hospital.

“IIOME HEALTH AGENCY

“Sec. 1939. For purposes of this title, the term ‘home
health agency’ shall have the meaning assigned to such term
in section 1861{o).

“PHYSICIANS’ SERVICES

“SEC. 1940. For purposes of this title, the term ‘physi-
cians’ services’ means professional services performed by
physicians, including surgery, consultation, and home, office,
and institutional calls (but not including services which are
included within the definition of inpatient hospital services).

“PHYSICIAN
“Sec. 1941. For purposes of this title, the term ‘physi-

cian’ shall have the meaning assigned to such term in section

1861(r)(1).
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““MEANING OF CERTAIN OTHER TERMS
“SEc. 1942. For purposes of this ti;le. any term
which—

‘1) is defined in section 1861;

“(2) is employed in provisions which, by refer-
ence, are used in defining any of the terms defined in
sections 1932 through 1940; and

“/(8) 1s not otherwise defined in this section;

shall, insofar as such term is applicable to the provisions of
this title and except as the Secretary (in order to carry out
the purposes of this title) shall otherwise by regulations pro-
vide, have the meaning assigned to it in section 1861.
“INTERMEDIATE CARE FACILITY

“SEC. 1943. (a) For purposes of this title, the term ‘in-
termediate care facility’ means an institution which (1) is li-
censed under State law to provide, on a regular basis, health-
related care and services to individuals who do not require
the degree of care and treatment which a hospital or skilled
nursing facility is designed to provide, but who because of
their mental or physical condition require care and services
(above the level of room and board) which can be made avail-
able to them only through institutional facilities, (2) meets
such standards prescribed by the Secretary as he finds appro-
priate for the proper provision of such care, and (3) meets

such standards of safety and sanitation as are established
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1 under regulations of the Secretary in addition to those appli-

2 cable to nursing facilities under State law.

21

“() The term ‘intermediate care facility’ also in-

cludes—

‘(1) any skilled nursing facility or hospital which
meets the requirements of subsection (a);

“(2) a Christian Science sanatorium operated, or
listed and certified, by the First Church of Christ, Sci-
entist, Boston, Massachusetts, but only with respect to
institutional services deemed appropriate by the
Secretary; '

* “(3) any institution which is located on an Indian
reservation, if such institution is certified by the Secre-
tary as meeting the requirements of clauses (2) and (3)
of subsection (a) and providing the care and services
required under clause (1) of such subsection; and

*‘(4) with respect to intermediate care services de-
scribed in section 1944(b), the public institution (or dis-
tinct part thereof) providing such services.

“INTERMEDIATE CARE SERVICES

“SEc. 1944. (a) For purposes of this title, the term ‘in-

22 termediate care services' means services provided by an in-

23 termediate care facility to an inpatient thereof, but only if (1)

24 such individual meets the conditions referred to in section
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1943(a), and (2) such services are required to meet the needs
of such individual because of such condition. '
“(b) The term ‘intermediate care services’ also includes
gervices in a public institution (or distinct part thereof) for the
mentally retarded or persons with related conditions, but only
if—

“(1) the primary purpose of such institution (or
distinct part thereof) is to provide health or rehabilita-
tive services for mentally retarded individuals and
which meet such standards as may be prescribed by
the Secretary; and

“(2) the mentally retarded individual with respect
to whom a request for payment under this title is made
is receiving active treatment under a program of active
treatment designed to meet the needs of such
individual.

“MENTAL HEALTH CARE SERVICES
“Sec. 1945. (a) The term ‘mental health care services’
includes only care and services for mental conditions—

“(1) which, if provided on an inpatient basis, con-
sist of a course of active care and treatment provided

-in and by an accredited medical institution (as deter-
mined by the Secretary),

“(2) which, if provided on a partial hospitalization
basis, are provided (A) in and by an accredited medical
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institution (as determined by the Secretary), or (B) in

and by a qualified community mental health center (as

determined in accordance with regulations of the Sec-
retary), or

‘(8) which, if provided on an outpatient basis,
are—

‘“(A) provided by a qualified community
mental health center (as determined in accordance
with regulations of the Secreta.rf), or

“(B) provided by a pyschiatrist;

except that such terms shall not include any outpatient serv-
ices provided by a psychiatrist, during any 12-month period,
for purposes of diagnosis or treatment of acute psychosis in
excess of (i) five visits, plus (i) such additional visits as shall
have been approved in advance by an appropriate profession-
al review mechanism upon a finding that, in the absence of
such additional visits, the patient will require institutional
care.

“(b)X(1) The term ‘mental health services’, in the case of
services provided on an outpatient basis by a qualified mental
health center (as determined in accordance with regulations
of the Secretary) or by a psychiatrist, includes any drug
which is prescribed for a patient by the physician under
whose direction such patient is receiving such services, but

only if—
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“(A) such drug is included on the list (referred to
in paragraph (2)) and is prescribed in accordance with
the criteria indicated in such list, and
“(B) such physician determines that unless such
patient receives such drug, such patient can reasonably
be expected to require institutional care.

“(2) The Secretary is authorized (after consultation with
appropriate professional individuals and organizations) to
compile and publish (and from time to time revise) a list of
drugs which he has determined to. be effective in the treat-
ment of various mental conditions. Such list shall indicate,
with respect to each drug included therein, the particular
mental conditions with respect to which such drug is efice-
tive, and the appropriate dosage (in terms of quantity and
intervals at which such drug shall be administered) of such
drug.

“OUTPATIENT REHABILITATION SERVICES

“SEc. 1948. (s) For purposes of this title, the term ‘out-
patient rehabilitation services’ means physical therapy,
speech pathology, occupational therapy, and medical-social
services furnished by a provider of services, a clinie, rehabili-
tation agency (including a single service rehabilitation
agency), or & public health agency, or by others under an

arrangement with, and under the supervision of, such provid-
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er, clinic, rehabilitation agency, or public health agency, to
an individual a3 an outpatient— '

(1) who is under the care of a physician, and

*“(2) with respect to whom a plan prescribing the
type, amount, and duration of such services that are to
be furnished to such individual has been established,
and is periodically reviewed by a physician;

excluding, however—

“(3) any item of service if it would not be includ-
ed under ‘inpatient hospital services’ if furnished to an
inpatient in a hospital; and

“(4) any such service— _

*“(A) if furnished by & clinic or rehabilitation
agency, or by others under arrangements with
such clinic or agency, unless such clinic or reha-
bilitation agency—

‘(i) provides an adequate program of
such services for outpatients and has the
facilities and personnel required for such pro-
gram or required for the supervision of such
a program, in accordance with such require-
ments as the Secretary may specify,

‘(i) has policies, established by a group
of professional personnel, including one or

more physicians (associated with the clinic or



© ® 3 O Ot B O N =

[ N N N [ -3~ O -
mgwwugomaau»mwmo

45-505 0 - 179 - 20

299

66 -
rehabilitation agency) and one or more quali-
fied physical therapists or speech patholo-
gists (s may be appropriate) to govern the
services (referred to in clause (i)) it provides,

“(iii) maintains clinical records on all
patients,

“Gv) if such clinio or agency is situated
in a State in which State or applicable local
law provides for the licensing of institutions
of this nature, (I) is licensed pursuant to
such law, or (II) is approved by the agency
of such State or locality responsible for li-
censing institutions of this nature, as meeting
the standards established for such licensing;
and

“(v) meets such other conditions relat-
ing to the health and safety of individuals
who are furnished services by such clinic or
agency on an outpatient basis, as the Secre-
tary may find necessary, or
“(B) if furnished by a public health agency,

unless such agency meets such other conditions
relating to health and safety of individuals who
are furnished services by such agency on an out-
patient basis, as the Secretary may find neces-
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sary. The term ‘outpatient rehabilitative services’-
also includes rehabilitation services furnished an
individual by a physical therapist or speech pa-
thologist (in his office or in such individual's
home) who meets licensing and other standards
prescribed by the Secretary in regulations, other-
wise than under an arrangement with and under
the supervision of a provider of services, clinic,
rehabilitation agency, or public health ageticy, if
the furnishing of such services meets such condi-
tions relating to health and safety as the Secre-
tary may find necessary.

“PROHIBITION AGAINST EXCLUSION BY EMPLOYERS OF
CERTAIN EMPLOYEES FROM COVERAGE UNDER
GROUP HEALTH INSURANCE PLANS
“SEC. A1947. (8) If any employer provided for some or

all of his employees coverage under a group health insurance

plan, it shall be unlawful for such employer to exclude from

coverage under such plan any empleree of such employer
if—

“(1) such employee belongs to a category of em-

ployees who would ordinarily be eligibile for coverage

under such plan, and
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1 “(2) such employee is excluded from coverage
2 under such plan because of the coverage provided
3 under this title.
4 “(b) Any person violating the provisions of subsection
5 (a) shall be fined not more than $10,000 and imprisoned for
6 not more than 1 year.”.
1 (bX1) Section 201(i(1) of the Social Security Aect is
8 amended by striking out “‘and the Federal! Supplementary
9 Medical Insurance Trust Fund” and inserting in lieu thereof
10 “the Federal Supplementary Medical Insurance Trust Fund,
11 and the Medical Coverage Trust Fund”.
12 (2) Section 201(g}(1XA) of such Act is amended—
18 (A) by inserting “the Medical Coverage Trust
14 Fund, and” immediately after *“‘shall include also”, and
15 (B) by inserting “title XIX,” immediately after

16 “title XVI,” wherever it appears therein.

17 TITLE III—PRIVATE HEALTH INSURANCE

18 CERTIFICATION PROGRAM

19 Sec. 301, The Social Security Act is amended by
20 adding after title XIV thereof the following new title:

21 “TITLE XV—PRIVATE HEALTH INSURANCE

22 CERTIFICATION
28 “PURPOSE
24 “Seo. 1501. It is the purpose of this title to encourage

25 and facilitate the availability to the public of private basic
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health insurance coverage at a reasonable premium charge

1

2 by—

3 “(a) establishing a procedure whereby basic health

4 insurance policies offered by private insurers may be

5 certified by the Secretary as meeting minimum stand-

6 ards with respect to adequacy of’ coverage, conditions

7 of payment, opportunity for enrollment, and reason-

8 ableness of premium charges, )

9 “(b) facilitating arrangements whereby basic
10 health insurance policies meeting such standards can
11 be offered through pools of private insurers, and
12 “(c) encouraging States, through their laws and
13 regulations pertaining to the health insurance industry,
14 to facilitate the offering, within the State, of such basic
15 health insurance coverage by carriers doing health in-
16 surance business within the State.

17 “CERTIFICATION OF BASIC PRIVATE HEALTH INSURANCE
18 POLICIES

19 “Sec. 1502. () Any insurer which desires to have a
20 health insurance policy certified for use in one or more States
21 specified by the insurer may (in accordance with regulations
22 of the Secretary) provide to the Secretary, for his examina-
23 tion and certification, any health insurance policy.

24 “(bX1) If the Secretary, after examining any such policy
95 and evaluating any data submitted in connection with such
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policy, determines that such policy meets the standards pre-
scribed in section 1504, he shall certify such policy for use in
each State which has in effect a basic health insurance facili-
tation program (as defined in section 1510).

~ “(2)(A) The certification by the Secretary of any such
policy shall be conditioned upon such policy’s continuing to
meet the standards prescribed in section 1504; and no policy
shall be deemed to have been certified by the Secretary under
this title for any period for which it fails to meet such
standards.

“(B) The Secretary shall establish procedures whereby
any insurer having secured the Secretary’s certification of
any policy offered by such insurer shall from time to time
provide to the Secretary (i) relevant data with respéct to such
policy in order for the Secretary to determine whether such
policy continues to meet the standards prescribed in section
1504, and (i) such data and information as the Secretary
may require in order to assure proper coordination of the
administration of titles XIX and XXI.

“(c) Notwithstanding the preceding provisions of this
section, the Secretary shall not certify any health insurance
policy of any insurer for use in any State unless such insurer
furnishes assurances satisfactory to the Secretary that such
insurer (whether as a ‘t.nember of a health reinsurance or

other residual market arrangement or otherwise) will make
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generally available, in each geographic area of the State in
which the insurer does health insurance business, to all indi-
viduals and family members the following two health insur- -
ance policies: (i) a policy which meets the standards of sec-
tion 1504, and (ii) a policy which, if it were issued in combi-
nation with a plan meeting the minimum coverage necessary
to meet the requirement imposed by section 2122(a)(1)(B),
would, in the aggregate, meet the standards of section 1504.
“UTILIZATION OF STATE AGENCIES FOR CERTIFICATION
OF POLICIES

“Sec. 1503. If any State has in effect a basic health
insurance facilitation program (as defined in section 1510),
the Secretary shall, if such State is willing to do so, enter
into an agreement with such State whereby the agency re-
sponsible for the regulation of the health insurance industry
within such State will, on behalf of the Secretary, make such
determinations regarding whether basic health insurance
policies meet the requirements for certification under this
title, as may be specified by the Secretary. Such agreement
shall provide that t:he agency will be reimbursed for its rea-
sonable expenses incurred in carrying out activities specified

in the agreement.
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“STANDARDS WITH RESPECT TO BASIC HEALTH

INSURANCE POLICIES

“SEc. 1504. (a) The Secretary shall not certify under
this title any insurance policy offered (or to be offered) by an
insurer unless he finds that—

“(1) such policy provides—

“(A) inpatient hospital coverage (without any
deductible in excess of $100 or copayment by the
insured person) for at least 60 days during any
policy year,

“(B) medical coverage which shall include
home, office, hospital, and other institutional care
provided by physicians,

“(C) with respect to medical coverage,
that—

“(i) subject to clauses (i) and (iii), pay-
ment in full shall be made with respect to
not less than the first $2,000 of reasonable
expenses incurred by any insured person for
any policy year for services with respect to
which coverage applies,

“(ii) the copayment required of any in-
sured person with respect to such reasonable
expenses shall not exceed 20 per centum

thereof, and
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“(iii) in the case of any deductible appli-

cable to the payment of such reasonable ex-
penses for any benefit year or benefit period
of not less than 12-months duration, such de-
ductible shall not exceed $50 for any insured
person, and that, for purposes of coinputing
such deductible for any calendar, policy, or
other fixed benefit year or period, the insured
person shall be given credit for any deduct-
ible applied toward such expenses for the
last 3 months of the preceding policy year,

“(D) in case such policy is & group policy,
there will be no exclusion from coverage or limi-
tation on payment on account of any medical con-
dition (including any preexisting condition) or any
waiting period prior to the beginning of coverage
with respect to any such condition,

‘“(E) in case such policy is an individual
policy (including a policy for an individual and
members of his family), there will be no exclusion
from coverage on account of any medical condi-
tion (including any preexisting condition) other
than pregnancy, and there will be no waiting
period prior to the beginning of coverage with re-
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" spect to any preexisting condition which is greater

than 90 days after the date the policy is issued,
“(F) in case such policy covers an individual

and members of his family, coverage will be pro-

" vided for all dependent unmarried children in the

family under age 22, and coverage will be auto-
matically extended at birth to any newborn, and
upon adoption to any newly adopted, child of such
individual or his spouse,

‘(@) in case such policy is a group policy
which covers all or a certain category of employ-
ees of any employer, that—

“@) coverage will not be terminated
with respect to any employee (and members
of such employee’s family, if such policy
covers such members) because of the termi-
nation of such employee’s employment prior
to the expiration of 31 days after the date of
such termination,

“(ii) the insurer offering such policy will
afford to any employee covered by such
policy whose employment has been termi-
nated a reasonable opportunity to secure,

from such insurer a basic private health in-
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surance policy which has been approved
under this title,

*(iii} there will be a periodic open en-
rollment period of at least 31 days (which
shall occur not less often than once during

/ each policy year) in which all eligible em-
ployees, who are not covered by such policy
because of failure to elect coverage at the
time of initial employment or during previous
open enrollment periods, can secure coverage
thereurider,

*(2) the premium charge for such policy is such
that there is not an unreasonable ratio of expenses to
premiums (as determined under subsection (d)); and

“(8) there is established an appropriate (but differ-
ent) premium rate for such policy when it is offered to
cover (A) a single individual, (B) & married couple, or
(C) a family.

“(b) The Secretary, in determining whether any com-
prehensive prepaid group practice plan is eligible for certifi-
cation under this section, shall, in lieu of the standards im-
posed by subsection (a), develop and apply criteria which
assure that such pfan meets requirements which are, on an
actuarial and benefit basis, at least equivalent to such

standards.
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“(c) Notwithstanding the provisions of subsections (a)
and (b), the Secretary shall not withhold approval under this
title of any health insurance policy solely because such policy

excludes—
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“(1) charges for services or supplies in connection
with an occupational disease or injury,

“(2) items or services for which the insured indi-
vidual furnished such items or services has no legal ob-
ligation to pay, and which no other person (by reason
of such individual’s membership in a prepayment plan
or otherwise) has a legal obligation to provide or pay
for,

“(3) any item or service to the extent that pay-
ment has been made, or can reasonably be expected to
be made (as determined in accordance with regula-
tions), with respect to such item or service, under a
workmen’s compensation law or plan of the United
States or a State,

“(4) charges for services or supplies with respect
to which benefits are provided under title XVIII or
title XXI,

“(5) items or services which are not reasonable »
and necessary for the diagnosis or treatment of illness
or injury, pregnancy, or to improve the functioning of a
malformed body member,
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“(6) charges for care, treatment, services, or sup-
plies, provided to any individual, to the extent that the
payment of benefits with respect thereto is prohibited
by any applicable law of the jurisdiction in which such
individual is residing at the time he receives such care,
treatment, services, or supplies,

“(7) charges for care, treatment, or supplies pro-
vided to any individual, to the extent that they are not
reasonably priced (except that, for purposes of this
paragraph, the charge for any item or service shall be
deemed to be reasonable, if such charge is not in
excess of the allowable charge therefor under title
XVII or XXI),

“(8) charges in connection with routine physical
checkups,

“(9) expenses incurred for items or services,
where such expenses are for cosmetic surgery or are
incurred in connection therewith, except as required for
the prompt repair of accidental injury or for improve-
ment of the functioning of a malformed body member,

“(10) charges made by a hospital for the profes-
sional services of any resident physician or intern to
the extent that such charges are in excess of the actual

cost incurred by the hospital in providing such services,
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“(11) charges for the professional services of a

psychiatrist to the extent that such charges exceed
$400 in a policy year, or

“(12) amounts which represent deductible and co-
insurance provisions and which generally result in ag-
gregate benefit coverage which is at least equal to the
actuarial equivalent of the benefit coverage resulting
from the application of the deductible and coinsurance

provisions in section 1504(a)1).

“(d)1) With respect to policies submitted to the Secre-
tary for his certification under this title, the Secretary shall
establish (after considering the size of the groups to be cov-
ered by any such policy and the nature of the insurer) appro-
priate reasonable ratios of expenses to premiums imposed for
coverage thereunder. In the case of individual policies such
ratios shall be the same as those established by the Secretary
for group policies covering the smallest groups. After making
an initial determination with respect to any such policy, the
Secretary shall periodically thereafter review and make a re-
determination of such ratios based on actual expenses there-
under and the actual premium charges made for the period
with respect to which the review is made, in order to deter-
mine whether such policy continues to meet the requirements

for certification.
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“(2) In determining the appropriate reasonable ratio of

expenses to premiums imposed with respect to any particular
health insurance policy offered by an insurer, the Secretary
shall, in his determinations of such ratio, give consideration
to the average ratio, with respect to group policies generally
underwritten by insurers (classified on the basis of nonprofit
or profitmaking) with respect to policies excluding those
which are not certified under this title.
“APPROVED CARRIER

“Sec. 1505. For purposes of sections 1923(b), 1816,
and 1842, an ‘approved carrier’ is an insurer which the Sec-
retary has found (1) to offer one or more health insurance
policies approved under section 1502 to the general public in
each geographic or normal service area in which such insurer
offers health insurance policies (including any which are not
approved under this title) and (2) to employ effective proce-
dures and practices designed to assure, through means con-
sis;tent with efficient practices within the insurance industry,
appropriate controls of utilization of health care services and
the costs and cilarges imposed therefor with respect to which
it will financially participate.

“ANTITRUST EXEMPTION

“Skc. 1506. (a) It shall not be unlawful under any anti- -

trust law for any insurer to enter into any contract, combina-

tion, or other arrangement with any other insurer or group of
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insurers for the sole purpose of establishing or participating
in an insurance pool, reinsurance, or other residual market,
arrangement whereby there will be offered to the public
health insurance policies approved under section 1502, if
such contract, combination, or other arrangement is approved
by the Secretary, as being consistent with the purposes of
this title, before any party to the contract, combination, or
other arrangement has carried out any activity, or refrained
from carrying out any activity, under its terms (other than
such activity as may be necessary to negotiate the contract,
combination, or other arrangement and to apply for approval
of the same under this section). The Secretary shall not ap-
prove any contract, combination, or other arrangement under
which the parties thereto agree to act in a manner which
constitutes a violation of any such law for which no exemp-
tion is provided under the preceding sentence or for purposes
other than the purposes for which the exemption contained in
the preceding sentence is established. Nothing contained in
this subsection shall exempt from any antitrust law any pred-
atory pricing or practice, or any other conduct in the other-
wise exempt activities of two or more such insurers under a
contract, combination, or other arrangement approved under
this section which would be unlawful under any such law if
engaged in by only one such insurer.



314

81

“b) For purposes of this section, the term ‘antitrust
law’ means the Federal Trade Commission Act, each statute
referred to in section 4 of that Act (15 U.S.C. 44) as an
Antitrust Act, any other statute of the United States in pari
materia, and any law of any State or political subdivision
thereof which prohibits or restrains contracts, combinations,
or other arrangements in restraint of trade.

“ESTABLISHMENT OF EMBLEM TO INDICATE
CERTIFICATION

“Sec. 1507. (a) The Secretary shall cause to be de-
signed an appropriate emblem which may be used as an indi-
cation that certification of an insurance policy under this title
has been made by the Secretary; and any insurer which has
secured certification of an insurance policy by the Secretary
under this title may have printed thereon such emblem, and
may, in advertising such policy to potential subscribers, state
that such policy has received such a certification.

‘““REPORT TO CONGRESS

“Seoc, 1508. The Secretary shall, at the earliest practi-
cable date (but not later than 60 days) after the expiration of
the three-year period which commences on the date of enact-
ment of this section, submit to the Congress a report indicat-
ing (1) the extent to which basic private health insurance
policies certified by the Secretary under this title are actually
and generally available to the residents of each State, and (2)
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the extent to which residents in each State are covered by

such policies.

“DUTY OF SECBETARY TO MAKE AVAILABLE INDIVIDUAL
AND FAMILY HEALTH INSBURANCE POLICIES ON A
COST BASIS
“Sec. 1509. (a) The Secretary shall offer a standard

health insurance policy, which meets the applicable criteria

prescribed under this title with respect to approved basic or
catastrophic health insurance policies, to individuals, married
couples, and families living in any State (1) which does not
have in effect a basic health insurance facilitation program

(as found by the Secretary under section 1510), and (2) in

which there is not actually and generally available one or

more approved basic health insurance policies approved
under this title.

“(b) The premiums imposed under any such policy shall
be in an amount designed to cover the costs (inclusive of
administrative costs and appropriate reserves) which will be
incurred in furnishing the benefits provided in the policy.

“(c¢) No such policy shall be offered in any area prior to
the expiration of the 3-year period which commences on the
date of enactment of this title.

“(d) Premiums collected by the Secretary for insurance
policies offered by him under this section shall be deposited in
an Insurance Revolving Fund, and moneys in such fund shall

45-505 0 =79 - 21
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1 be available, without fiscal year limitation, for the payment of

2 claims under such policies.

8 “(e) For the purpose of providing a contingency r~zerve

4 for the insurance program established by this section, there is

5 authorized to be appropriated such sums as may be neces-

6 sary; and any sums appropriate for such purpose shall remain

7 available for the purpose of making repayable advances

8 (without interest) to the Insurance Revolving Fund author-
~9-ized to be established under subsection (d).
10 “(f) The Secretary, in making payment for services cov-
11 ered under any insurance policy issued pursuant to this sec-
12 tion, shall utilize the payments methodology and administra-
13 tive mechanism employed by him for making payment for
14 services covered under the insurance programs established by
15 title XVIIL.
16 ‘“BASIO HEALTH INSUBANCE FACILITATION PROGBAM
17 “Seoc. 1510. (8) For purposes of this title, & State shall
18 be regarded as having in effect & basic health insurance facili-
19 tation program only if the Secretary, after examining the per-
20 tinent laws and regulations of such State governing the doing
21 of health insurance business within the State by carriers, de-
22 termines that such laws and regulations—
23 ‘(1) require the establishment of one or more
24 health reinsurance or other residual market arrange-

25 ment to be utilized by such carriers in connection with
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the offering within the State of basic health insurance
policies which meet the standards for certification by
the Secretary established by this title,

““(2) require all such carriers to be members of a
health reinsurance or other residual market arrange-
ment and provide that losses, under any such arrange-
ment, will be shared by all members thereof on a pro
rata basis in proportion to their respective shares of
the total health insurance premium earned in the State
during the calendar year,

“(8) provide that premiums charged for policies
issued to individuals or family members under any such
health reinsurance or other residual market arrange-
ment shall not be less than 125 per centum nor more
than 150 per centum of the average group rate for the —
same coverage under a group policy covering ten lives,
and

““(4) otherwise encourage and facilitate the offer-
ing of such policies within the State by all carriers
doing health insurance business therein on a basis
which is fair and equitable to each such carrier.

“(b) The Secretary is authorized, upon the request of

28 any State, to provide appropriate technical assistance to aid

24 the State in developing a program which meets the condi-

25 tions prescribed in subsection (a).”.
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TITLE IV—OTHER AMENDMENTS
PROGRAM IMMUNIZATIONS

SEc. 401. (a) Section 1861(s) of the Social Security Act
is amended—

(1) by striking out “and” at the end of paragraph
@),

(2) by striking out the period at the end of para-
graph (9) and inserting in lieu thereof ; and”,

(3) by inserting immediately after paragraph (9)
the following new peragraph:

“(10) such immunizations as the Secretary deter-
mines are appropriate, but only if provided on & sched-
uled allowance basis (as determined under regulations
of the Secretary).”, and

(4) by redesignating paragraphs (10) through (13)
as paragraphs (11) through (14), respectively.

(b) Section 1864(a) of such Act is amended by striking
out “paragraphs (10) and (11)"” and inserting in lieu thereof
““paragraphs (12) and (13)".

(c) Section 1862(a)(7) of such Act is amended by insert-
ing immediately after “(7)"” the following: ‘‘except as pro-
vided in section 1861(s}10),”.

(d) The amendments made by this section shall apply

only with respect to services furnished on or after the first
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1 day of the month following the month in which this section is
2 enacted.
3 MENTAL HEALTH SERVICES

4 SEc. 402. (a) Section 1833(c) of the Social Security Act
5 is amended— '

6 (1) by striking out “$312.50"” and inserting in lieu
7 thereof “$500’’, and _

8 (2) by striking out “62%2 per centum’’ and insert-
9 ing in lieu thereof ‘80 per centum”.

10 (b) Section 1812 of such Act is amended—

11 (1) by striking out subsection (c) thereof,

12 (2) in subsection (b} thereof, by striking out *“‘(sub-
13 ject to subsection (c))”’, and

14 (3) in subsection (e) thereof, by siriking out ‘‘sub-
15 gections (b), (c), and (d)” and inserting in lieu thereof

16 ““subsections (b) and (d)”.

17 (c) The amendments made by subsection (a) shall be ef-
18 fective only with respect to services furnished after Decem-
19 ber 31, 1980. The amendments made by subsection (b) shall
20 be effective only with respect to services furnished after De-
21 cember 31, 1981.

22 AMOUNT OF PREMIUMS FOR HOSPITAL INSURANCE
23 ‘ COVERAGE
24 Sec. 403. (a}1) The second sentence of section

25 1818(dX2) of the Social Security Act is amended by striking
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out “Such amount shall be equal to $33, multiplied by” and
inserting in lieu thereof “Such amount shall be equal to 50
per centum of the product of $33 multiplied by”.

(2) The amendment made by paragraph (1) shall be ap-
plicable in the case of premiums imposed on and after July 1,
1979.

(b) In addition to other moneys appropriated to the Fed-
eral Hospital Insurance Trust Fund, there shall be appropri-
ated from time to time, with respect to periods commencing
after June 30, 1979, amounts equal to 100 per centum of the
amounts deposited in such Fund pursuant to section 1818(f)
of the Social Security Act from premiums payable for such
period.

PAYMENT FOR EXTENDED CARE SERVICES

SEc. 404. Section 1861(vXE) of the Social Security Act
is amended to read as follows:

“(E)i) In the case of services furnished by a skilled
nursing facility with respect to which payment for services
furnished under title XIX iz made on a cost-related basis
pursuant to the provisions of section 1920(d}(2), such regula-
tions may provide for the use of rates which are the same as
the rates obtaining for such services under title XIX (except
that such rates may be increased by the Secretary on a class
or size of institution, or on a geographical basis by a percent-

age factor not in excess of 10 per centum to take into ac-
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count determinable items.or services or other requirements
under this title not otherwise included in the computation of
such rates under title XIX): Provided, That no such regula-
tions shall become effective prior to the 60th day following
the date on which the Secretary submits to the Congress a
copy thereof together with a full and complete description of
the methodology which would be employed in the determina-
tion of rates pursuant thereto, and an evaluation by the Sec-
retary and by the Comptroller General of such methodology
in terms of the extent to which the employment thereof will
promote the efficient and economical administration of this
title and equitable treatment to and between skilled aursing
facilities furnishing services for which payment may be made
hereunder.”. -

EXTENSION OF COVERAGE UNDER RENAL DISEASE

PROGRAM

SEc. 405. Section 226(e) of the Social Security Act is
amended by adding at the end thereof the following: *‘For
purposes of the preceding sentence, any individual, who on or
after the date of enactment of this sentence fails to meet the
condition imposed by clause (2) of such sentence, shall be
deemed to meet such condition. There are authorized to be
appropriated, from time to time, to the Federal Hospital In-
surance Trust Fund and to the Federal Supplementary Medi-
cal Insurance Trust Fund such sums as may be necessary (as



© O I D O o W N e

DN DN AN DD DD A pmd pmb pek pmd sk pmd pmd ek et
B W D = O W @O A1 M WY =

322

89
based on estimates of the Secretary) to place each such Fund

in the same financial condition that it would have occupied
had the preceding sentence not been enacted.”.
ENCOURAGEMENT OF PHILANTHROPIC SUPPORT FOR
HEALTH CABE
SEC. 406. Part A of title XI of the Social Security Act
is amended by adding after section 1131 the following new
section:
“ENCOURAGEMENT OF PHILANTHROPIC SUPPORT FOR
HEALTH CARE
“SEC. 1134. (8) It is the policy of the Congress that
philanthropic support for health care be encouraged and ex-
panded, especially in support of experimental and innovative
efforts to improve the health care delivery system and access
to health care services.
“(bX1) For purposes of determining, under title XVIII
or XIX, the reasonable costs of any service furnished by a
provider of health services—

“(A) except as provi_ded in paragraph (2), unre-
stricted grants, gifts, and endowments and income
therefrom, shall not be deducted from the operating
costs of such provider, and

“(B) grants, gifts, and endowment income desig-

nated by a donor for paying specific operating costs of
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such provider shall be deducted from the particular op-

erating costs or group of costs involved.

“(2) Income from endowments and investments may be
used to reduce interest expense, if such income is from an
unrestricted gift or grant and is commingled with other funds,
except that in no event shall any such interest expense be

reduced below zéro by any such income.”.

o
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The CHAIRMAN. This hearing will come to order.

This morning we will hear testimony on various catastrophic
health insurance and medical assistance reform proposals.

For nearly a decade, Senator Ribicoff and I, along with Senator
Talmadge and others, have sought to provide coverage for all
Americans against the bankrupting effects of catastrophic illness
or injury.

I am proud to see that the President has also decided to move in
that direction.

For too long, catastrophic health insurance and medical assist-
ance reform have been hamstrung by those who would rather do
nothing than to support a realistic and achievable national health
insurance. They impede this progress in the hope of eventually
forcing us to take a single step into the type of system prevalent in
the United Kingdom.

The President and I may disagree on an ultimate plan for com-
plete national health insurance. However, we certainly can reach
agreement on this important step.

I continue to believe strongly that we need to build on the
strength of our existing health care system while working on ways
to eliminate its weaknesses.

Whether or not critics choose to call my efforts on behalf of
catastrophic coverage piecemeal I, for one, intend to push for the
earliest possible implementation of this most crucial element of
health care. Catastrophic health insurance is no more piecemeal
than medicare.

For my own part—and 1 am sure that I speak for a growing
bipartisan group of sponsors—we will look kindly and objectively at
any good ideas in the President’s proposal. As it turns out, much of
what is clearly and indisputably good about the first stage of his
plan is already contained in our bills.

So, if there is to be compromise on these measures, I expect it
will be between our bills and Senator Dole’s bill and the parallel
course the President has chosen—rather than between the Presi-
dent and those who are now belittling and attacking his plan as
being totally unacceptable because it is not a total Federal ta-
keover of health care.

The -President has indicated that he is willing to spend $10
billion to $15 billion on his proposal. That amount is somewhere
between the cost of our catastrophic-only proposal, S. 851, and the
catastrophic plus medical assistance reform, S. 350, both of which I
join in sponsoring.

I would certainly be willing to work with the President to figure
out how much we can afford to do beyond catastrophic health
insurance—such as improved coverage for our low-income popula-
tion—that would keep us within the $10 billion to $15 billion for
the total package.

I would also like to work with the President in assuring that we
have in place proper controls in the area of technology assessment,
professional oversight, and approval of capital expenditures.

One of my own disagreements with the President’s plan is not
one of substance but of timing. I understand that the President’s
plan would allow no new Federal spending before 1983, but I see no
reason to hold back on the catastrophic health insurance or at
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least that part of it. Illness and injury just does not wait until
convenient times. .

I do not see why we should not be able to bring some help in this
area to the American people by January 1981, at the latest, and 1
believe that the hearings will demonstrate that some vital parts of
the program—particularly the extension of catastrophic insur-
ance—could even be in place by January 1980.

If Congress enacts the program early this year, the necessary
organizational and implementing steps can be taken to deliver new
protection to most people by that time.

I am hopeful that our hearings will serve as a basis for making
the necessary decisions.

I believe some others may care to make statements.

Senator Dole?

Senator DoLE. I thank you, Mr. Chairman. I certainly share the
views just expressed by the chairman and, as I indicated, it may be,
in an oversimplified way, that some may have the headlines but I
think we may have the votes. That is the bottom line in. the
Congress of the United States.

It seems to some of us that it is time to address this one area of
catastrophic coverage. I would hope that we could work out a
compromise, and from what I have been able to glean from the
Secretary’s statement, also public statements, there is no doubt
about it, that there is some support for the concept.

We may have different approaches. We may not all agree on how
we finance even the cost of catastrophic coverage, but at least
there is a great deal of interest, as the chairman has indicated, on
both sides of the aisle.

Yesterday, Senators Danforth, Domenici, and myself introduced,
for lack of a better name, a Republican proposal. I am not suggest-
ing that all Republicans will support it. Some may have other
ideas; some may not have any idea at all.

But, in any event, it was a recognition of the problem that we
believe should be addressed.

I would hope, as we look at S. 350 and 351 and S. 748, introduced
yesterday, that we can work out some agreement with the adminis-
tration.

I also share the view expressed by the chairman that this is not
a piecemeal a}.proach. The proposal that we introduced yesterday,
S. 748, really has three key parts. First, those eligible for medicare
will be protected by expansion of their present benefits. I think
that is something the administration, at least, has addressed.

Second, the large majority of the employees will be assured of
the availability of adequate private insurance protection.

Third, those who are part of the residual marketplace, not al-
ready covered, may choose to have the Federal Government serve
as a facilitator and, in some instances, financial backup, contract-
ing with private insurance companies for catastrophic coverage.

e all have the figures. There are some 83 million Americans, at
least estimated 83 million Americans, who have inadequate insur-
ance.

As far as the gaps in the coverage, certainly catastrophic illness
can destroy the financial security of even the upper middle income
families. Last year alone, according to figures, we had an estimated
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7 million families with out-of-pocket medical expenses exceeding 15
percent of their incomes.

There have been some who have suggested in this time of great
budget restraint that we more or less fuel the fire escalating gov-
ernmental spending, that we should underwrite the cost of a com-
prehensive plan. It is much like the Mideast peace settlement;
everybody would like a comprehensive plan, but you just could not
get a comprehensive plan, so we kind of got sort of a catastrophic
plar between Israel and Egypt.

I think we could use that same analogy in health care. We would
all like a comprehensive plan where everybody would be covered.
We do not have the money, plus there are other impediments to
that approach that bother some of us, but we can address the real
problem; the catastrophic area. That is what we are doing along
- with Senator Long and others.

So many ask, why only catastrophic? It has been suggested,
editorially and otherwise, that covering only catastrophic expenses
will lead to an increase in unnecessary use of expensive, high-
technology care and divert money away from other important
areas of health care spending.

I believe these questions can, and should, be answered. Cata-
strophic health insurance does not address the issues of prevention
of disease or upfront coverage for the day-to-day medical problems,
yet we cannot overlook those 7 million people each year who are
forced to spend 15 percent or more of their income on medical care.

We cannot solve all the problems facing us in the context of a
single bill, but I believe that the protection for catastrophic loss is
a realistic goal that we can accomplish now. Major questions con-
cerning the program cost, how it is to be financed, how the benefits
are to be defined, need to be answered. But, we need to address
these important questions in a bipartisan manner.

Mr. Chairman, I appreciate this opportunity. Apparently we all
have a common goal, to help the American people. Perhaps we can
build a consensus in this committee with the help of our distin-
guished first witness and pass something in this session of the
Congress.

The CHAIRMAN. Thank you.

Mr. Secretary, we will be delighted to hear your statement. We
are very pleased to have you before us.

I believe, by the way, if the Senators will permit me to do so, I
would like to start a committee procedure of hearing Cabinet offi-
cers first and then our colleagues in the Senate can come along
thereafter. The President’s Cabinet officers are busy people, too.

All right, Mr. Secretary. Would you please proceed?

STATEMENT OF HON. JOSEPH A. CALIFANO, JR., SECRETARY,
HEALTH, EDUCATION, AND WELFARE

Secretary CaLiFANo. Mr. Chairman, thank you. I would like to
submit my entire statement for the record and just read certain
portions of it.

Mr. Chairman, I appreciate the opportunity this morning to dis-
cuss with this distinguished committee an issue of major impor-
tance to our citizens, a national health plan.
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It is appropriate that I appear before you since this committee
has historically provided leadership in health care finance.

We believe that this hearing marks an important turning point
in the development of national health policy.

President Carter hopes that the 96th Congress can take a signifi-
cant step toward a comprehensive national health program. In the
coming weeks, the administration will propose a phase I bill—a bill
that, contrary to some reports, does not just provide protection
against the costs of catastrophic illness.

Indeed, we oppose a catastrophic only approach. Instead, we will
seek to improve coverage for all segments of the population—the
aged, the poor, the employed and others—and will seek to put in
place new structures which will reguire only future expansion for
the realization of President Carter’s goal of a universal, compre-
hensive plan.

Few ideas have been the subject of more national debate and less
congressional action than national health insurance. Not only have
Presidents since Harry Truman sought passage of a national
health insurance plan, but in the last decade a number of proposals
have been introduced in the Congress.

Yet only one of these bills has emerged from a full committee of
the Senate—the Committee on Finance. None has been reported
out by a full committee of the House. And neither house of the
Congress has approved a national health insurance proposal.

It is imperative, therefore, that we in the administration and you
in the Congress who are deeply concerned about the state of health
care in the United States work together to devise a strong piece of
legislation—but a piece of legislation that, unlike past proposals in
this area, can be enacted into law.

THE PRESIDENT'S DECISION

Last July, the President directed me to develop a tentative na-
tional health plan to assure that all Americans have comprehen-
sive health care coverage. He also directed me to develop several
alternative methods for phasing in the plan over time.

He asked for a plan that would not only increase health insur-
ance coverage but that would seek to bring skyrocketing health
costs under control, to increase the efficiency and fairness of our
health care system, to make quality health care more widely avail-
able and to devote more health resources to disease prevention and
health promotion.

We developed that tentative plan and some phasing alternatives.
In January, the President asked me to consult widely so that he
could determine the best course of action for introducing a bill in
the 96th Congress.

Since January, my colleagues and 1 have consulted Members of
Congress, including committee and subcommittee chairmen, and
health industry experts.

With few exceptions, the consensus among legislators is that the
96th Congress cannot and will not digest a complete national
health plan in one bite. The overwhelming number of those who
favor eventual adoption of a national health plan urged me to
bring this message back to the President: Ask the President to
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limit his legislative recommendation to the first phase of a national
health plan and to describe his vision of a total plan so we can put
that phase in context.

There were, of course, many specific suggestions, but that was
the general consensus, with a strong sense of the need to contain
costs, to reform the system and to focus more attention on preven-
tion.

Based on those consultations and on important budgetary, eco-
nomic and administrative considerations, the President last week
made a broad decision that has two main features:

First, the President has decided to send to the Congress a mes-
sage outlining a universal, comprehensive national health plan. As
noted, the President remains committed to the goal of providing
every American with coverage for basic health services.

Second, the President will at the same time send to the Congress
specific legislation that will embody the first phase of a universal,
comprehensive plan. This bill, which would have no significant
budgetary impact until fiscal 1983, will constitute a significant step
toward instituting basic reforms in our health system and insuring
that all Americans have adequate protection against the cost of
medical care.

The phase I legislation will, when fully in place, represent an
additional $10 billion to $15 billion investment, in today’s dollars,
in health car~ for Americans—an investment which can be sub-
st?ntially offset by effective cost containment and health system
reforms.

In the coming weeks, we will develop this final phase I bill and
the final description of the comprehensive, universal plan in con-
sultation with key congressional and other leaders.

The President’s phase I bill will build upon the strengths not
only of the administration’s work, but also the work done in this
area by Members of the Congress. I hope that the proposal will
attract a broad base of support, both from those who think that
phase I is all that we should do and from those who wish to do
more.

It is rarely possible to solve every problem in an important
sphere of our national life in a single bill. But, by proceeding step
by step, we can nonetheless make advances of extraordinary sig-
nificance. Lyndon Johnson recognized that medicare and medicaid
would not meet the health needs of all Americans, but he also
knew it would help millions of our citizens.

President Carter recognized that the child health assurance pro-
gram would not meet the health needs of every low income citi-
zen—but he also knew when he proposed it 2 years a go, just as he
knows when the bill is reintroduced this year, that it will help
more than 2 million low income mothers and children. And Presi-
dent Carter recognizes that our phase I bill will not solve ever
health problem in this Nation—but he also knows that, if enactecf:
it will represent a giant stride forward in providing equitable,
adequate and cost-conscious health protection to all Americans.

Let us not be mesmerized—or immobilized—by our desire to
achieve a universal and comprehensive plan. Let us instead bend
every effort in the 96th Congress to make an important part of
that noble dream reality.
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Let me emphasize one other point: Enactment of a phase I bill
must be based on passage of effective hospital cost containment
legislation. Only when we contain unnecessary costs in the health
care system can we responsibly seek to implement necessary new
health benefits.

As we open the national health plan debate in the 96th Congress,
we all recognize that we will be dealing with a highly complex
subject—with significant implications for our health care system,
for the fiscal and budgetary policy of the Federal Government and
for the state of our Nation’s economy.

Health care in the United States is not just men and women
dressed in white coats carrying little black bags ministering to the
infirm. It is also, as this subcommittee knows well, big business.

Health is the third biggest business in our country today, yet
both the administration and the members of this committee share
a strong belief that it is imperative to make some basic changes in
the health care industry. Our present health care system is funda-
mentally flawed—with nearly $87 billion in Federal and State
health spending for fiscal 1979, and with Federal, State and local
government paying nearly 55 percent of all hospital bills, we al-
ready have part of a national health plan. But this plan does not-
meet the primary objective of our nation’s health policy—providing
quality care to all Americans at an affordable price.

To sure, there is a good deal that is right with the health
system in the United States today. Health status has been gradual-
ly improving, and health insurance protection through public and
private programs has been growing.

But there is also a good deal wrong with the health system in the
United States today. We believe that there are three sets of prob-
lems facing our health care system today which can only be effec-
tively addressed through a national health program.

First, millions of Americans lack coverage for basic health serv-
ices and lack protection from extraordinary medical expenses.

Moreover, the very common exclusions and limitations which are
present in current coverage severely limit health coverage for the
average American family.

In sum, Mr. Chairman, the problem of inadequate insurance
coverage is pervasive. I believe that it can only be dealt with in the
context of a broadly structured national health program which
includes not only protection against the cost of major illness, but
also provisions which begin to address other serious failures of
present health insurance coverage.

Second, the costs of health care are sharply increasing, adding to
inflation and threatening the stability ofp governmental budgets.

The rise in health costs can be partly explained by increasin,
demand for health care with the passage of medicare and medicaig
and by advances in medical technology. But sharply escalating
health care costs are primarily the result of other factors, the most
salient being the failure of the traditional competitive forces of the
marketplace to operate in the health care industry.

More than 90 percent of all hospital bills are paid by third
parties—insurance companies, medicaid, or medicare. Thus, neither
the consumer, the patient, nor the provider, the doctor and the
hospital, directly feel the pinch of rising costs.
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The third parties customarily pay for services rendered to these
beneficiaries on an inefficient and inflationary cost-plus basis.

Customary interactions between buyers and sellers do not take
place in the hospital industry. Most decisions in the health care
marketplace are made by the provider, not the consumer. Physi-
cians control 70 percent of all health care decisions. As a result,
the normal mechanisms of the marketplace, like competition, have
not worked to bring down costs. Physicians often know little about
the cost of the services they order—and they have little incentive
to find out.

Mr. Chairman, the pervasiveness of these problems also leads us
to the conclusion that the only way to deal with escalating health
costs is in the context of a broadly based national health plan,
including fundamental changes in our reimbursement mechanisms.

Third, systematic reforms are needed to increase access to health
services, to provide more appropriate types of services and to elimi-
nate the inefficiency and lack of competition in the health care
industry.

Mr. Chairman, these are the fundamental problems that demand
solutlion if our health care system is truly to serve the American
people.

I have been deliberately referring to the administration’s con-
cern in establishing a national health program not a national
health insurance program. I choose these words carefully. From
the outset, the President has instructed us to put together a pro-
gram which dealt not only with the lack of insurance coverage in
the health care industry, but with the broad range of problems
which exist in our health care system today.

The existence of this broad and varied set of defects in our
present health system again has led us to the conclusion that we
must deal with these interrelated problems, to the greatest extent
possible, in the context of a broadly conceived national health plan.

The phase I bill should, in other words, be constructed so that it
can evolve easily toward a completed national health plan.

Although, as noted, we are in the process of developing our phase
Ilbill, gs can sketch in broadly this morning some of its major
elements.

GENERAL STRUCTURE

The overall structure of phase I will have three major compo-
nents:

First, coverage of full time employed individuals and their fami-
lies will be predicated upon mandated employer coverage that will
effectively require most, and possibly all, employers to provide
private insurance that has a core level of protection and that meets
other basic standards. To the extent possible, this coverage should
provide incentives for less extensive preventive and outpatient
services over more expensive services within a hospital.

We believe that to minimize Federal involvement and efficiently
deploy available resources it makes sense to build on the founda-
tion of existing private insurance coverage.

Second, Kub icly financed health care programs will provide cov-
erage for the aged and the poor.
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To the greatest extent possible, we will seek to integrate, to
make uniform and to make efficient program administration and
reimbursement systems in these public programs. For example,
serious administrative difficulties exist in medicaid because we
have 53 different programs—in all States except Arizona and in
the territories—not a single program.

Third, for those not protected by employer coverage or by the
public programs for the poor and the aged, the Federal Govern-
ment will guarantee the opportunity to buy health insurance at a
reasonable rate. In the phase I bill, this Federal guarantee will
provide the opportunity to purchase more affordable quality protec-
tion against the costs of major illness. At present, such an opportu-
nity for coverage does not exist for millions of nonpoor, nonaged,
nonemployed Americans.

THE AGED AND DISABLED

The phase I bill will obviously continue to provide the benefits
offered under the current medicare program and will also include
additional protection for our elderly and disabled citizens. We must
especially insure that our elderly citizens are not devastated by the
cost of major illnesses. We will also consider making more accessi-
ble to the elderly methods of therapy that could reduce the need
for extended hospitalization.

THE POOR

The phase I bill would significantly expand the number of
America’s poor who would be covered fully for their medical ex-
penses. The plan would expand coverage, in part, by setting eligi-
bility for millions of our poor at uniform income levels nationwide,
thus remedying the striking interstate inequities that exist in the
present medicaid program.

THE EMPLOYED

As indicated above, the phase I bill will establish mandatory
standards for private insurance coverage provided by employers.
These standards could include: Quality requirements; a core benefit
package that includes hospital and physician services, X-rays and
laboratory tests and that, to the extent possible, encourages pre-
ventive services and outpatient care; and, extension of coverage for
a certain period beyond termination of employment.

The phase I bill will mandate that qualified employer plans
protect families against major expenses by limiting their financial
obligation to a reasonable ceiling in a given year. This financial
protection could be expanded in subsequent years.

In addition, the plan may mandate that employers maintain
their current financial contributions per employee for health insur-
ance coverage.

We will look carefully at the impact these requirements have on
business, especially on small and low-wage firms.

45-505 O - 79 - 22
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ALL OTHERS

For all those who are not employed and who are not otherwise
covered through the provisions for the aged and the poor or
through other private insurance, the phase I bill would, as noted,
s?ek to make quality coverage against major illness more afforda-
ble.

Thus, health coverage that puts a ceiling on the direct health
costs that must be borne in any year will be universally available.

COST CONTAINMENT AND OTHER HEALTH SYSTEM REFORMS

Finally, and of critical importance, the plan would include a
series of cost containment and delivery system reform provisions.

The hospital provisions will build upon the President’s hospital
cost containment bill which was introduced earlier this month and
which is currently before this committee. We will also be consider-
ing provisions to reform our current open-ended mechanisms of
physician reimbursement.

e system reform provisions will, as noted, also build on a
number of important ongoing administration efforts such as en-
couragement of health maintenance organizations, limitations on
capital expenditures, and provisions aimed at assessinﬁ the appro-
priateness of new technological advances in the health care area.

In a few weeks, we will be proposing legislation that will encour-
age many more medicare beneficiaries to join cost-effective HMO's
by allowing them to benefit directly if they choose this health
delivery system.

Moreover, the legislation we will submit later this year seeking
reauthorization of the health manpower laws will also be linked to
resource planning for our phase I bill.

COST SHARING

The phase I bill will involve cost sharing for all but the poor. As
noted, a reasonable ceiling will, however, be placed on the amount
any family or individual would be required to pay for direct medi-
cal expenses in any year.

FEDERAL FINANCING

There will be no payroll tax increases required by President
Carter’s phase 1 bill. Additional Federal expenditures will be fi-
nanced by general revenues.

In sum, our proposal for the first phase of a national health
program will contain provisions aimed at improving coverage from
the outset for all groups in the population and putting in place
necessary cost control and system reform provisions. I must empha-
size the importance of laying a firm foundation for eventual expan-
sion of the program to deal with problems beyond the reach of our
current resources.

THE PROPOSALS BEFORE THE COMMITTEE

. Mr. Chairman, let me now briefly summarize the two health
insurance measures currently before this committee as we under-
stand them.
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We have not had an opportunity to analyze in depth your propos-
al or that of either Senator Dole, Senator Danforth, and Senator
Domenici—S. 760 and S. 748—both introduced yesterday.

S. 351 consists of two parts:

The first title of the bill is a catastrophic health insurance pro-
gram which provides protection for all residents. It operates pri-
marily through a federally administered public plan for the unem-
ployed, welfare recipients, the aged, and the persons who do not
opt for private insurance coverage. The program would be financed
through a 1l-percent tax on the payroll of employers, tax credits,
and an offset for private insurance premiums. Employers and the
self-employed could buy a private catastrophic insurance plan and
the premium costs would be subtracted from the payroll tax obliga-
tion.

Benefits would be similar to those offered currently under medi-
care, but would be subject to two deductibles—$2,000 of medical
expense and hospital stays of 60 days. With the cost of a hospital
day averaging $215, this could mean that a hospitalized person,
without any other hospital insurance, would have to pay $12,900 in
hospital expenses before he or she would receive financial protec-
tion.

The second title of the bill consists of a voluntary Federal certifi-
cation program for basic private health insurance designed to en-
courage private insurers to make such coverage available in all
parts of the country.

The second bill—S. 350—contains the features just described plus
a third title which would replace medicaid with a uniform, nation-
al program of medical benefits for low-income persons. The plan
would be administered like the medicare program and would be
financed by Federal general revenues and a maintenance-of-effort
level by State governments.

We are concerned about both of these proposals, Mr. Chairman,
because of the nature of the catastrophic component and because
they do not contain enough structural reforms to control costs and
to make the health care system more efficient and effective.

We share important common ground, however. Similarities be-
tween the key elements of your broader proposal S. 350 and our
thinking on the first phase of a national health program include
the following:

Both would move toward an improved and more uniform pro-
gram for the aged, poor, and disabled, and a program that we could
administer more effectively.

Both would seek protection for the employed population.

Both would involve establishing standards for private insurance
coverage, although the voluntary standards in S. 350 and S. 351
will not do the job.

Both would make protection against the cost of major illness
universally available although I would underscore our commitment
to cost containment and to insuring that only necessary costs are
covered by these provisions.

Yesterday in the legislation introduced by you and introduced by
the three Republican Senators the concept of mandating employer
coverage was included. I understand both pieces of legislation are
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consistent with our concepts of mandating employer coverage in
our legislation.

Mr. Chairman, perhaps our most important concern about the
measures before this committee involves the danger of enacting a
proposal that deals only with the problems created by the high
costs of major illness. We realize the political appeal of and the
real need for catastrophic health insurance protection. Our citizens
want universal coverage of catastrophic health expenses because
they feel it is wrong that Americans continue to face the possibility
of being destroyed financially by a major illness or accident.

While we recognize this appeal and affirm this as a real need, we
would oppose enactment of a catastrophic health insurance propos-
al alone because such a proposal poses significant dangers.

First, we are deeply concerned because a catastrophic propcsal,
standing alone, could, and I believe would, lead to an escalation of
unnecessary expenditures for high cost, high technology care—
unless it were to be combined with adequate reimbursement, utili-
zation, and technology controls.

Although catastrophic coverage will meet real needs and will
thus involve necessary costs, it will, without proper structural
changes, be an open invitation to profligacy, especially in the hospi-
tal sector. With the present cost-plus hospital reimbursement
system, increasing coverage for high cost hospital care will, without
adequate accompanying reforms, especially reimbursement re-
forms, lead to additional waste of scarce public funds.

We must thus take great care to insure that a phase I bill will
not unnecessarily increase expensive inpatient care. And we must,
as noted, base a phase I bill on passage of hospital cost contain-
ment legislation.

Second, we are deeply concerned because passage of only a cata-
strophic bill would not be equitable. Although we all agree that
some scarce Federal resources should be allocated to protect Ameri-
cans from major medical costs, we must use scarce dollars fairly
and this means seeking to provide basic health benefits—coverage
for regular services, not just those that entail high expense—to
those aged and poor who desperately need adequate health care.

Indeed, unless a catastrophic program were combined with more
adequate arrangements for basic coverage for the low-income popu-
lation, it would be a cruel illusion for those citizens. Millions of
low-income families would be driven to financial despair before
qualifying for assistance under the catastrophic program.

Thus, fairness demands that we take a more balanced approach
in order to meet other fundamental health care needs, not just the
need for protection against the expense of major illnesses.

Third, we are concerned because enactment of a catastrophic
only bill will -0t establish a framework for realizing our ultimate
goal—universal, comprehensive health protection that provides all
Americans with basic health coverage, for preventive and primary
care services, not just protection against the costs of major illness.

Mr. Chairman, catastrophic coverage alone while politically re-
sponsive may be economically and socially irresponsible, whereas
coverage against the costs of major illness in concert with appropri-
ate structural reforms that lead to a universal, comprehensive plan
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can be both responsive and responsible as a first step toward a
more complete national health program.

Mr. Chairman, let me now briefly describe in a bit more detail
some of the problems that we have with S. 350 and S. 351.

Our additional concerns with the catastrophic proposal include
the following: The catastrophic approach in S. 351 is based on a
payroll tax. It would, as noted, impose an additional 1-percent tax
on taxpayers. By contrast, we favor using employer coverage. The
President does not want to increase the payroll tax for health
insurance.

This approach eliminates any additional increases in the payroll
tax and is more compatible with our eventual goal of using private
insurance to mandate greater coverage for our employed citizens. It
is, Mr. Chairman, consistent with the legislation that you intro-
duced yesterday in that regard.

DEDUCTIBLES

The approach in S. 351 has split deductibles, one for physician
services and one for hospital services. In addition, the deductibles
are unbalanced in the sense that many more families would trigger
the $2,000 medical deductible than would trigger the 60 day hospi-
tal deductible. For example, an individual requiring intensive care
for an accidental injury might easily run up physician bills of
$3,000 and hospital bills of another $10,000.

Yet if he were hospitalized for 45 days and had no other insur-
ance, the S. 351 would only help him with $1,000 in doctors’ bills
;nd ([1)8 nothing to help offset the much greater hospital costs of

10,000.

A single method of cost-sharing, with less financial exposure for
individuals, would be more equitable in its applicato medical and
hospital expenses and would also be easier to administer.

This is a point of great significance, Mr. Chairman. As presently
designed, the deductible in S. 351 could be so large that they would
cause some American families great hardship. Our phase I bill
would provide significantly more financial protection.

INCENTIVES AND CONTROLS

The approach in S. 351 is based on continuing present medicare
reimbursement and utilization controls. As noted, we favor reim-
bursement controls based on our hospital cost containment legisla-
tion. We also favor strengthened controls on capital expenditures
and health care technology. We feel that the strengthened controls
are essential for a catastrophic program and that our current
medicare controls are not enough.

There are many similarities between the ‘‘Standards” title in S.
351 and our own thoughts on setting out standards for private
insurance as part of a first phase of a national health program.
Our key difference in this area is that the standards under the S.
350 and S. 351 are only applied in a voluntary fashion to the
insurance industry. In other words, if an insurance company offers
a policy meeting the standards that policy can receive a Good
Housekeeping seal.
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To make any standards effective, the incentive probably should
go beyond the mere receipt of a Government seal. For example, the
provisions of the tax code could be changed so that a policy which
did not meet standards would not be eligible for a tax deduction.
Further, we could mandate that policies offered by employers must
meet the standards established in the phase I bill.

Finally, there are many similarities between our approach to the
problems of improving coverage for the low-income population and
the approach embodied in S. 8350. However, both S. 350 and our
phase Ipbill will, to the extent possible, have to deal with two major
problems.

THE NEAR POOR

In designing subsidies for those near poor who are not fully
covered under the low-income public plan, we must seek to reduce
heavy financial burdens and provide work incentives to the great-
est extent possible.

STATE FINANCING

S. 351 essentially limits present State financing for medicaid
acute care services and would require States to maintain that level
of financing. This kind of provision would tend to penalize the
states which had done the most under medicaid and would reward
those States which had done the least. An equitable approach to
States roles under a phase I bill is one of the key problems that our
bill will seek to address.

Mr. Chairman, we have described our differences and problems.
But, in closing, I would emphasize our desire to build upon impor-
tant areas of agreement between the administration and your com-
mitment to improve health benefits for millions of Americans in a
fiscally responsible way. The broader bill, S. 350, sponsored by you
and Senator Ribicoff, is a constructive starting point for our discus-
sions.

The Finance Committee, the other committees in both the Senate
and the House with health jurisdiction, and the Members of the
Congress as a whole have an historic opportunity. Together, we can
make significant, structurally sound improvements in our Nation's
health care system—improvements that would expand coverage to
meet critical needs, that would help contain escalating health
costs, that would increase the quality, efficiency, and fairness of
America’s health care system and that, most importantly, would
lay the groundwork for the universal and comprehensive health
plan that is President Carter’s ultimate goal.

In the coming weeks, as we present our legislative proposals to
you, I hope that we can find substantial common ground in our
mutual quest for a health care szste