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The Committee on Finance, having considered an original bill, S.
1796, to provide affordable, quality health care for all Americans
and reduce the growth in health care spending, and for other pur-
poses, reports favorably thereon and recommends that the bill do
pass.

I. BACKGROUND AND NEED FOR LEGISLATION

The U.S. health system is in crisis. In 2008, over 46 million
Americans were uninsured and millions more have lost their health
coverage as a result of the recent economic downturn. Another 25
million people are underinsured, with coverage that is insufficient
to protect against the cost of a major illness. The rising cost of
health care outpaces wages by a factor of five to one, placing an
ever greater strain on family, business, and government budgets.

Improving the health system is one of the most important chal-
lenges we face as a nation, and the inability to achieve comprehen-
sive health reform will undermine any efforts to secure a full and
lasting economic recovery. Health reform is an essential part of re-
storing America’s overall economy and maintaining our global com-
petitiveness.
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Health care reform is also necessary to protect the finances of
working families. Between 2000 and 2009, average family pre-
miums for employer-sponsored health coverage increased by 93 per-
cent—increasing from $6,772 to $13,073—while wages increased by
only 19 percent in the same period. Rising health care costs and
mounting medical debt account for half of all filed bankruptcies—
affecting two million people a year.

Countless studies have shown that those without health coverage
generally experience worse health outcomes and poorer health com-
pared to those who are insured. The uninsured are less likely to
receive preventive care or even care for traumatic injuries, heart
attacks, and chronic diseases. As a result, 23 percent forgo nec-
essary care every year due to cost, while 22,000 uninsured adults
die prematurely each year as a result of lacking access to care.

A majority of the uninsured has low or moderate incomes—with
two-thirds in families with an annual income less than twice the
Federal poverty level (FPL). Eight in ten of the uninsured are in
working families in which workers are either not offered coverage
by their employer or they do not qualify for employer-offered cov-
erage.

Hospitals and clinics provide an estimated $56 billion annually
in uncompensated care to people without health insurance, and
those with health coverage pay the bill through higher health care
costs and increased premiums. This so-called “hidden health tax”
cost the average family over $1,000 in high premiums last year. An
estimated ten percent of health care premiums in California are at-
tributable to cost shifting due to the uninsured.

Rising health costs have taken a toll on U.S. businesses as well.
An estimated 159 million Americans receive health benefits
through an employer, with the average cost of this coverage reach-
ing $4,824 for single coverage and $13,375 for family coverage in
2009. Over the last decade, employer-sponsored coverage has in-
creased by 131 percent, forcing employers—particularly small em-
ployers—to make difficult choices among painful options to offset
increasing health costs. These choices include raising workers’ pre-
miums, limiting raises or reducing bonus pay, eliminating family
health benefits, or providing less-than-comprehensive health cov-
erage.

Federal and state governments have also struggled with health
care costs. The Congressional Budget Office has noted that rising
health care costs represent the “single most important factor influ-
encing the Federal Government’s long-term fiscal balance.” The
U.S. spends more than 16 percent of our gross domestic product
(GDP) on health care—a much greater share than other industri-
alized nations with high-quality systems and coverage for everyone.
By 2017, health care expenditures are expected to consume nearly
20 percent of the GDP, or $4.3 trillion annually. Spending for
Medicare and Medicaid, due to many of the same factors found in
the private sector, is projected to increase by 114 percent in ten
years. Over the same period, the GDP will grow by just 64 percent.

Despite high levels of spending on health care, a recent study by
the Institute of Medicine concludes that the current health system
is not making progress toward improving quality or containing
costs for patients or providers. Research documenting poor quality
of care received by patients in the U.S. is shocking. A 2003 RAND
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Corporation study found that adults received recommended care for
many illnesses only 55 percent of the time. Needed care for diabe-
tes was delivered only 45 percent of the time and for pneumonia
39 percent of the time. Patients with breast cancer fared better,
but still did not receive recommended care one-quarter of the time.

Compared to other industrialized countries, our quality of care
does not reflect the level of our investment. The U.S. ranks last out
of 19 industrialized countries in unnecessary deaths and 29th out
of 37 countries for infant mortality—tied with Slovakia and Poland,
and below Cuba and Hungary. Our rate of infant mortality is dou-
ble that of France and Germany.

In short, Americans are not getting their money’s worth when
patients receive services of little or no value—such as hospitaliza-
tions that could have been prevented with appropriate outpatient
treatment, duplicate tests, or ineffective tests and treatments. Yet
the current system does little to steer providers toward the right
choices. Even though more care does not necessarily mean better
care, Medicare and most other insurers continue to pay for more
visits, tests, imaging services, and procedures, regardless of wheth-
er the treatment is effective or necessary, and pay even more when
treatment results in subsequent injury or illness.

Providers are not consistently encouraged to coordinate patients’
care or to supply preventive and primary care services, even
though such actions can improve quality of care and reduce costs.
Rewarding providers that furnish better quality care, coordinate
care, and use resources more judiciously could reduce costs and,
most importantly, better meet the health care needs of millions
more American patients.

Each of the key challenges facing our health care system—lack
of access to care, the cost of care, and the need for better-quality
care—must be addressed together in a comprehensive approach.
Covering millions of uninsured through a broken health system is
fiscally unsustainable. Attempting to address the inefficiencies
plaguing our system and the perverse incentives in the delivery
system without covering the uninsured will not alleviate the bur-
den of uncompensated care and cost shifting. The time for incre-
mental improvements has passed; health care reform must be com-
prehensive in scope.

It is in this context that the Finance Committee developed the
legislative proposal that would become the “America’s Healthy Fu-
ture Act.” The legislation approved by the Finance Committee ad-
dresses the challenges facing our health care system by expanding
health coverage to 29 million Americans, improving quality of care
and transforming the health care delivery system, and reducing
Federal health spending and the Federal deficit over the ten year
budget window and in the long run.

As a general principle, the bill allows those who like their health
insurance to keep what they have today. For the millions of Ameri-
cans who don’t have employer-sponsored coverage, cannot afford to
purchase coverage on their own, or who are denied coverage by
health insurance companies due to a pre-existing condition, the
Chairman’s Mark reforms the individual and small-group markets,
making health coverage affordable and accessible. These market re-
forms would require insurance companies to issue coverage to all
individuals regardless of health status, prohibit insurers from lim-
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iting coverage based on pre-existing conditions and allow only lim-
ited variation in premium rates.

The Mark would make purchasing health insurance coverage
easier and more understandable by creating state-based web por-
tals, or “exchanges” that would direct consumers to all available
health plan options. The exchanges would offer standardized health
insurance enrollment applications, a standard format companies
would use to present their insurance plans, and standardized mar-
keting materials. Small businesses would have access to state-
based Small Business Health Options Program (SHOP) exchanges.
These exchanges—like the individual market exchanges—would be
web portals that make comparing and purchasing health care cov-
erage easier for small businesses.

The Mark standardizes benefits to force insurance companies to
compete on price and quality and not their ability to select the
healthiest individuals and ensures that every policy offered in the
individual and small group market provides meaningful coverage
for essential services. Those age 25 or under will also have access
to an affordable young invincible plan that would provide cata-
strophic coverage and first dollar coverage for prevention. Plans
would not be allowed to set lifetime or annual coverage limits.

The Chairman’s Mark would standardize Medicaid eligibility for
all parents, children, pregnant women and childless adults with in-
comes at or below $30,000 a year for a family of four ($14,400 for
an individual), beginning in 2014. Individuals between 100 percent
of FPL and 133 percent of FPL would be given the choice of enroll-
ing in either Medicaid or in a private health insurance plan offered
through a health insurance exchange. The federal government
would provide significant additional funding to states to cover the
cost of providing services to newly eligible Medicaid beneficiaries.

To ensure that health coverage is affordable, the Mark would
provide an advanceable, refundable tax credit for low and middle-
income individuals (between 100-400 percent of FPL) to help offset
the cost of private health insurance premiums. Undocumented im-
migrants are prohibited from benefiting from the credit. A cost-
sharing subsidy would be provided to limit the amount of out-of-
pocket costs that individuals and families between 100-200 percent
of FPL have to pay. The cost-sharing subsidy would be designed to
buyout any difference in cost sharing between the insurance pur-
chased and a higher actuarial value plan.

A tax credit would also be available to small businesses. In 2011
and 2012, eligible employers can receive a small business credit for
up to 35 percent of their contribution. Once the exchanges are up
and running in 2013, qualified small employers purchasing insur-
ance through the exchange can receive a tax credit for two years
that covers up to 50 percent of the employer’s contribution. Small
businesses with 10 or fewer employees and with average taxable
wages of $20,000 or less will be able to claim the full credit
amount. The credit phases out for businesses with more than 10
employees and average taxable wages over $20,000, with a com-

lete phase-out at 25 employees or average taxable wages of
540,000. Non-profit organizations with 25 or fewer employees
would also be eligible to receive tax credits if they meet the same
requirements. These organizations would be eligible for a 25 per-
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cent credit from 2011-2013 and a 35 percent credit in 2013 and
thereafter.

The Mark creates authority for the formation of the Consumer
Owned and Oriented Plans (CO—OPs). These plans can operate at
the state, regional or national level to serve as non-profit, member-
run health plans to compete in the reformed non-group and small
group markets. These plans will offer consumer-focused alter-
natives to existing insurance plans. Six billion dollars in federal
seed money would be provided for start-up costs and to meet state
solvency requirements.

To ensure the insurance market reforms function properly, the
Mark would create a personal responsibility requirement for health
care coverage, with exceptions provided for religious conscience (as
defined in Medicare) and undocumented individuals. Those who fail
to meet the requirement are subject to a penalty. Appropriate ex-
emptions are made from the penalty.

The Chairman’s Mark does not require employers to offer health
insurance. However, effective July 1, 2013, all employers with more
than 50 employees who do not offer coverage would be required to
reimburse the government for each full-time employee (defined as
those working 30 or more hours a week) receiving a health care af-
fordability tax credit in the exchange equal to the average national
exchange credit and subsidy up to a cap of $400 per total number
of employees (whether they are receiving a tax credit and subsidy
or not). A Medicaid-eligible individual can always choose to leave
the employer’s coverage and enroll in Medicaid. In this cir-
cumstance, the employer is not required to pay a fee.

In addition to provisions that expand health care coverage, the
Chairman’s Mark would make critical investments in policies to
promote healthy living and help prevent costly chronic conditions
like diabetes, cancer, heart disease and obesity. Preventive
screenings enable doctors to detect diseases earlier, when treat-
ment is most effective, thereby averting more serious, costly health
problems later.

The Mark would provide Medicare beneficiaries with a free visit
to their primary care provider every year to create and update a
personalized prevention plan designed to address health risks and
chronic health problems and to develop a schedule for regular rec-
ommended preventive screenings. It would eliminate out-of-pocket
costs for recommended preventive services for Medicare bene-
ficiaries and provide incentives for states to cover recommended
services and immunizations in Medicaid. And finally, the Mark es-
tablishes an initiative to reward Medicare and Medicaid partici-
pants for healthier choices. Funding will be available to provide
participants with incentives for completing evidence-based, healthy
lifestyle programs and improving their health status. Programs will
focus on lowering certain risk factors linked to chronic disease such
as blood pressure, cholesterol and obesity.

The legislation makes significant steps to reform the health care
delivery system. Medicare currently reimburses health care pro-
viders on the basis of the volume of care they provide—regardless
of whether the treatment contributes to helping a patient recover.
The Chairman’s Mark includes various proposals to move the Medi-
care fee-for-service system towards paying for quality and value.
These proposals include hospital value-based purchasing—and
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value-based purchasing for other Medicare providers including phy-
sicians, home health agencies, nursing homes, long-term care hos-
pitals, inpatient rehabilitation facilities, PPS-exempt cancer hos-
pitals and hospice providers.

To encourage greater collaboration among health care providers,
the Chairman’s Mark would allow high-quality providers that co-
ordinate care across a range of health care settings to share in the
savings they achieve for the Medicare program. It would create an
Innovation Center at the Centers for Medicare & Medicaid Services
(CMS) that would have authority to test new patient-centered pay-
ment models designed to encourage evidence-based, coordinated
care for Medicare, Medicaid, and CHIP. Payment reforms that are
shown to improve quality and reduce costs could be expanded
throughout the Medicare program. It would also implement a na-
tional pilot program on payment bundling and start to pay hos-
pitals less for avoidable hospital readmissions.

Efforts to reduce costs and improve quality in the health care de-
livery system will require an investment in the health care infra-
structure necessary to support coordinated quality care and create
a more effective, efficient delivery system. The legislation would
provide additional resources to strengthen the quality measure de-
velopment processes for purposes of improving quality, informing
patients and purchasers, and updating payments under federal
health programs. The Mark would also invest in research on what
treatments work best for which patients and ensure that informa-
tion is available and accessible to patients and doctors, such as
through the establishment of an independent institute to research
the effectiveness of different health care treatments and strategies.
These provisions are carefully crafted so that patients would never
be denied treatment based on age, disability status or other related
factors as a result of the research findings.

To promote primary care and maintain adequate access to health
care providers, the Chairman’s Mark would provide primary care
practitioners and targeted general surgeons with a Medicare pay-
ment bonus of ten percent for five years. It would strengthen the
health care workforce by increasing graduate medical education
(GME) training positions through a slot re-distribution program for
currently unused training slots, with priority given to increasing
training in primary care and general surgery. The provision would
also encourage additional training in outpatient settings, including
teaching health centers, and ensure communities retain vital train-
ing slots if a hospital closes.

The Mark also improves the accuracy of Medicare payments to
providers by reducing overpayments to providers. It would cancel
a scheduled 21.5 percent reduction to physician payments in 2010
and replace the impending cut with a positive update. The legisla-
tion would improve the value of Medicare Advantage by reforming
payments so that the program appropriately pays insurers for their
costs and promotes plans that offer high quality, efficient health
care for seniors. To preserve beneficiary access to certain services
they now receive, the legislation would grandfather MA plans in
areas where plans currently bid at or below 75 percent of tradi-
tional fee-for-service Medicare to deliver benefits, so plans will con-
tinue to offer the plans they currently offer and pay what they cur-
rently pay to deliver benefits for existing beneficiaries.
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For rural providers, the Mark includes important provisions to
ensure rural health care facilities and providers have the resources
they need to continue delivering quality care in their communities.
Specifically, the Mark would extend and improve many rural access
protections.

Sharply rising costs throughout the health system threaten
Medicare’s sustainability in the long term. If costs are not con-
strained, the Medicare program will be insolvent by 2017. To en-
sure the fiscal solvency and sustainability of the Medicare program,
the Chairman’s Mark would create a new independent Medicare
Commission tasked with presenting Congress with comprehensive
proposals to reduce excess cost growth and improve quality of care
for Medicare beneficiaries. In years when Medicare costs are pro-
jected to be unsustainable, the Commission’s proposals will take ef-
fect unless Congress passes an alternative measure that achieves
the same level of savings. Congress would be allowed to consider
an alternative provision on a fast-track basis. The Commission
would be prohibited from making proposals that ration care, raise
taxes or Part B premiums, or change Medicare benefit, eligibility,
or cost-sharing standards. The Mark would also reduce annual
market basket updates for hospitals, home health providers, nurs-
ing homes, hospice providers, long-term care hospitals and inpa-
tient rehabilitation facilities, including adjustments to reflect ex-
pected gains in productivity. Payment updates for Part B providers
would be reduced by an estimate of increased productivity, and in-
come-related premiums would be adopted in Part D.

To improve the transparency of insurance products so that indi-
viduals know what they are purchasing, the services which are cov-
ered and the associated out-of-pocket costs, the Mark would create
standards so that individuals receive an outline of coverage pre-
sented in a uniform format. The Mark would also require insurance
companies to publish the share of their premium revenue that is
used for administrative expenses and would impose new require-
ments on insurers to meet standards for the electronic exchange of
payment and other health care information with hospitals, doctors
and other providers.

Reducing fraud, waste, and abuse in Medicare, Medicaid and
CHIP will reduce costs and improve quality throughout the system.
The Medicare improper payment rate for 2008 was 3.6 percent of
payments, or $10.4 billion and the National Health Care Anti-
Fraud Association estimates that fraud amounts to at least three
percent of total health care spending, or more than $60 billion per
year. The Chairman’s Mark includes several significant provisions
to combat fraud, waste and abuse in our health care system.

The America’s Healthy Future Act is fully offset and would re-
duce the deficit and reduce Federal health spending over the long
run. In addition to the Medicare Commission, the other policy that
contributes to this goal is the high cost insurance excise tax. Begin-
ning in 2013, this provision would levy a non-deductible excise tax
on insurance companies and plan administrators for any health in-
surance plan that is above the threshold of $8,000 for singles and
$21,000 for family plans. The threshold would be higher for work-
ers with high risk jobs or for retirees aged 55 and up. The tax
would apply to self-insured plans and plans sold in the group mar-
ket, but not to plans sold in the individual market. A transition
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rule would increase the threshold for the 17 highest cost states for
the first three years.

Other revenue measures include a limit on the amount of con-
tributions to health Flexible Spending Accounts (FSAs) beginning
in 2011, a provision to conform the definition of qualified medical
expenses for Health Savings Accounts (HSAs), health FSAs, and
HRAs to the definition used for the itemized deduction, an in-
creased penalty for use of HSA funds for non-qualified medical ex-
penses, and an increase in the threshold for claiming the itemized
deduction for medical expenses.

The legislation also includes an annual flat fee of $2.3 billion on
the pharmaceutical manufacturing sector, an annual flat fee of $4
billion on the medical device manufacturing sector, and an annual
flat fee of $6.7 billion on the health insurance sector. Each of these
non-deductible fees would be allocated across the respective indus-
try according to market share. The device fee would not apply to
companies with sales of medical devices in the U.S. of $5 million
or less and would not apply to sales of Class I products or Class
IT products that retail for less than $100 under the FDA product
classification system.

Taken together, this legislation achieves the goals of expanding
health care coverage to the uninsured, reducing health care costs
and improving the quality of care by transforming the health care
delivery system. This comprehensive legislation represents a sig-
nificant milestone in our nation’s pursuit of quality, affordable
health care for all Americans.

LEGISLATIVE HISTORY AND COMMITTEE ACTION

The Finance Committee has spent two years working on health
reform, learning about the problem and identifying solutions. In
the past two years, the committee held 20 hearings on health care
reform. Last June the committee hosted a day-long health care
summit at the Library of Congress featuring Federal Reserve
Chairman Ben Bernanke and Dr. J. Craig Venter, genomic re-
search pioneer, as keynote speakers.

Leading up to the markup, the committee held three roundtable
discussions reflecting the three major areas of reform—access, cost
and quality. In connection with each roundtable—the committee
hosted experts from around the country with many different per-
spectives. Finance Committee members asked many questions of
these experts and delved into the issues. Along with each round-
table, the committee put out a detailed policy options paper and
held three closed-door walk-through sessions to discuss those op-
tions.

In sum, the hearings, summit, roundtables and walk-through
sessions demonstrated an open and exhaustive consideration of this
health care proposal.

In moving forward with the markup, the Finance Committee dis-
tributed the Chairman’s Mark and posted it on the committee
website on September 16, a full week prior to the start of the
markups. Members submitted 564 amendments to the Chairman’s
Mark, all of which were posted on the website—a measure in the
Eafrpe of transparency that has never been taken by the committee

efore.
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The markup of America’s Healthy Future Act lasted for eight
days. These days were long days, often running past 10:00 p.m. On
the last day of considering amendments, the committee worked
past 2:00 a.m. All in all, it has been more than 22 years since the
Finance Committee met for eight days on a single bill.

During those eight days, the committee considered 135 amend-
ments and conducted 79 roll call votes, adopting 41 amendments.
A final amendment was adopted prior to the vote on October 13,
2009 to report the bill. And the final vote to report the bill was 14—
9.

The legislation resulting from the committee’s effort is a bal-
anced, sensible plan that takes the best ideas from both sides of
the aisle. It achieves President Obama’s vision to improve Amer-
ica’s health care system, and it is a plan designed to get the 60
votes it needs to pass. The Congressional Budget Office confirms
that the legislation will reduce the deficit by $81 billion in the first
10 years, and that the legislation will reduce the deficit further in
the next 10 years. Coverage is expanded to 29 million Americans,
increasing the rate of insurance to 94 percent at a cost of $829 bil-
lion.

II. EXPLANATION OF THE BILL
TiTLE I—HEALTH CARE COVERAGE

Subtitle A—Insurance Market Reforms

SEC. 1001. INSURANCE MARKET REFORMS IN THE INDIVIDUAL AND
SMALL GROUP MARKETS

The Committee Bill would amend the Social Security Act (42
U.S.C. 301 et seq.) by adding a new Title XXII at the end:

“TITLE XXII—HEALTH INSURANCE COVERAGE”

SEC. 2200. ENSURING ESSENTIAL AND AFFORDABLE HEALTH BENEFITS
COVERAGE FOR ALL AMERICANS

Present Law
No provision.

Committee Bill

The purpose of Title I would be to ensure that all Americans
have access to affordable and essential health benefits coverage (1)
by requiring that all new health benefits plans offered to individ-
uals and employers in the individual and small group market are
qualified health benefit plans (QHBPs) that meet the insurance
rating reforms and essential health benefits coverage requirements
under this bill, (2) by establishing State exchanges to provide
greater access to and information about QHBPs, (3) by making
health benefits coverage more affordable with premium credits and
cost-sharing subsidies, and (4) by establishing the CO-OP program
to encourage the establishment of nonprofit health care coopera-
tives.
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PART A—INSURANCE REFORMS

“Subpart 1—Requirements in the Individual and Small Group
Markets”

SEC. 2201. GENERAL REQUIREMENTS AND DEFINITIONS

Present Law

Certain commonly used terms in health insurance are defined in
statute. For example, “group health plan” is defined in Sec 5000(b)
of the Internal Revenue Code, as a “plan (including a self-insured
plan) of, or contributed to by, an employer (including a self-em-
ployed person) or employee organization to provide health care (di-
rectly or otherwise) to the employees, former employees, the em-
ployer, others associated or formerly associated with the employer
in a business relationship, or their families”.

Committee Bill

The provisions would codify some new definitions in health insur-
ance. Each state would require that each health benefits plan
(other than grandfathered plans) offered in the individual or small
group market within the State would be a “qualified health benefits
plan” (QHBP). A QHBP would be defined as a plan that has a cer-
tification issued or recognized by the State that it meets the re-
quirements relating to insurance market reforms and meets health
insurance affordability requirements. Additionally, the offeror of
the plan would be licensed by the State and comply with other re-
quirements established by the Secretary or the State.

The term “health benefits plan” would include health insurance
coverage and group health plans. Except as specified in the bill, a
health benefits plan would not include a plan that is not subject
to certain state law requirements (self-funded plans and multiple
employer welfare arrangements—MEWASs).

The term “health benefits offeror” would mean the issuer offering
coverage and for a group health plan, the plan sponsor or employer.

The term “group market” refers to a group health plan main-
tained by an employer. “Individual market” refers to the market
other than in connection with a group health plan.

Present Law

Pertaining to Sec. 2202—2206: The private health insurance mar-
ket consists of three segments: large group market, small group
market, and the individual (nongroup) market. A variety of Federal
and state laws and regulations apply to these markets; sometimes
the requirements are distinct for each market segment and other
times they overlap. Regulation of the private health insurance mar-
ket is primarily done at the state level. State regulatory authority
is broad in scope and includes requirements related to the issuance
and renewal of coverage, benefits, rating, consumer protections,
and other issues. Federal regulation of the private market is more
narrow in scope and applicable mostly to employer-sponsored
health insurance (i.e., through the Employee Retirement Income
Security Act of 1974 (ERISA)).

The Federal Health Insurance Portability and Accountability Act
of 1996 (HIPAA, P.L. 104-191), which amended ERISA, established
Federal rules regarding coverage for pre-existing health conditions,
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guaranteed issue and availability, and guaranteed renewability in
the individual and small group markets for certain persons eligible
for HIPAA protections. HIPAA limits the duration that coverage for
pre-existing health conditions may be excluded for “HIPAA eligible”
individuals with group coverage. Group plans may impose pre-ex-
isting condition exclusions for no longer than 12 months (18
months in the case of a late enrollee), and must decrease that ex-
clusion period by the number of months an enrollee had prior
“creditable coverage.” HIPAA also prohibits individual issuers from
excluding coverage for pre-existing health conditions for HIPAA eli-
gibles. All States require health issuers to reduce the period of time
when coverage for pre-existing health conditions may be excluded,
in compliance with HIPAA. As of January 2009 in the small group
market, 21 states had pre-existing condition exclusion rules that
provided consumer protection above the Federal standard. And as
of December 2008 in the individual market, 42 states reduce the
period of time when coverage for pre-existing health conditions may
be excluded for non-HIPAA eligible enrollees.

HIPAA requires that coverage sold to firms with 2-50 employees
must be sold on a guaranteed issue basis. That is, the issuer must
accept every small employer that applies for coverage. Guaranteed
issue does not affect (and is not affected by) rating or benefits.
HIPAA also guarantees renewal of both small and large group cov-
erage at the option of the plan sponsor (e.g., employer), with some
exceptions. HIPAA guarantees that each issuer in the individual
market make at least two policies available to all “HIPAA eligible”
individuals, and renewal of individual coverage is at the option of
such individuals, with some exceptions. In addition, a number of
states have enacted guaranteed issue rules. All states require
issuers to offer policies to firms with 2-50 workers on a guaranteed
issue basis. As of January 2009, 13 states also require small group
issuers to offer policies on a guaranteed issue basis to self-em-
ployed “groups of one.” As of January 2009 in the individual mar-
ket, 14 states require issuers to offer some or all of their individual
insurance products on a guaranteed issue basis.

There are no Federal rating rules applicable to the private health
insurance market. Most States currently impose rating rules on in-
surance carriers in the small group market, the individual market,
or both. Existing state rating rules restrict an insurer’s ability to
price insurance policies according to the risk of the person or group
seeking coverage, and vary from state to state. Such restrictions
may specify the case characteristics (or risk factors) that may or
may not be considered when setting a premium, such as gender.
The spectrum of existing state rating limitations ranges from pure
community rating, to adjusted (or modified) community rating, to
rate bands, to no restrictions. Pure community rating means that
premiums cannot vary based on any characteristic, including
health. Adjusted community rating means that premiums cannot
vary based on health, but may vary based on other key risk factors,
such as age.

Rate bands allow premium variation based on health, but such
variation is limited according to a range specified by the state. Rate
bands are typically expressed as a percentage above and below the
index (i.e., the rate that would be charged to a standard population
if the plan is prohibited from rating based on health factors ). For
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example, if a state establishes a rate band of +/-25 percent, then
insurance carriers can vary premiums, based on health factors, up
to 25 percent above and 25 percent below the index. Both adjusted
community rating and rate bands allow premium variation based
on any other permitted case characteristic, such as gender. For
each characteristic, the state typically specifies the amount of al-
lowable variation, as a ratio. For example, a 5:1 ratio for age would
allow insurers to charge an individual no more than five times the
premium charged to any other individual, based on age differences.
As of January 2009, two states have pure community rating rules,
ten have adjusted community rating rules, and 35 have rate bands
in the small group market. As of January 2009 in the individual
market, one state has pure community rating, seven have adjusted
community rating rules, and eleven have rating bands. The re-
maining states have no limitations on rating set in law in the indi-
vidual market.

Committee Bill
SEC. 2202. PROHIBITION ON PREEXISTING CONDITION EXCLUSIONS

QHBPs would be prohibited from excluding coverage for pre-
existing conditions, or otherwise imposing limits or conditions on
coverage based on any health status-related factors. Such factors
would include health status, medical condition (including both
physical and mental illnesses), claims experience, receipt of health
care, medical history, genetic information, evidence of insurability
(including conditions arising out of acts of domestic violence), and
disability.

SEC. 2203. GUARANTEED ISSUE AND RENEWAL FOR INSURED PLANS

QHBPs would be required to offer coverage in the individual and
small group markets on a guaranteed issue and guaranteed re-
newal basis. If a plan has a capacity limit, as determined under
regulations promulgated by the Secretary, the plan would be al-
lowed to limit enrollment to that limit as long as the plan selects
enrollees on the basis of order in which individuals applied for en-
rollment. With respect to the guaranteed renewal provision, this
provision would require (1) any rescissions of coverage to be treated
in the same manner as non-renewals of coverage, and (2) the pre-
mium at the time of renewal be determined using the same cat-
egories of rate adjustment factors used at the time the policy was
first issued.

SEC. 2204. PREMIUM RATING RULES

Health benefit plans offered in a rating area would be allowed
to vary premiums only according to specified ratios for the fol-
lowing risk factors:

e Family enrollment:
e Individual, 1:1
e Adult with child, 1.8:1
e Two adults, 2:1
e Family, 3:1
o Age, 4:1
e Tobacco Use, 1.5:1
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The Secretary would establish age bands to implement the provi-
sion relating to premium variation based on age. Health benefit
plans would be prohibited from rating based on health status re-
lated factors, gender, class of business, claims experience, or any
other factor not specified above.

SEC. 2205. USE OF UNIFORM OUTLINE OF COVERAGE DOCUMENTS

Health benefits plans would be required to provide an outline of
the plan’s coverage that meets the standards of uniformity adopted
by the Secretary under Sec. 1002 to (1) an applicant at the time
of application, (2) an enrollee at the time of enrollment, and (3) a
policyholder at the time the policy is issued.

“Subpart 2—Reforms Relating to Allocation of Risks”

Present Law

Pertaining to Sec. 2211-2215: There are no Federally-established
rating areas in the private health insurance market. However,
some states have enacted rating rules in the individual and small
group markets that include geography as a characteristic on which
premiums may vary. In these cases, the state has established rat-
ing areas. Typically, states use counties or zip codes to define those
areas.

Pooling refers to the industry practice of pooling the insurance
risk of individuals or groups in order to determine premiums. In
the individual market premiums are typically based on the risk of
the applicant, such as an individual or family. In the small group
market, premiums are typically based on the collective risk of the
small group. Some states have imposed requirements on health in-
surance issuers that limit the issuers’ ability to base premiums on
the risk of individuals or small groups applying for coverage—see
Present Law description under Sec. 2202.

Medicare Advantage (MA) is an alternative way for Medicare
beneficiaries to receive covered benefits. Under MA, private health
plans are paid a per-person amount to provide all Medicare-covered
benefits (except hospice) to beneficiaries who enroll in their plan.
Payments to MA plans are risk adjusted to control for variations
in the cost of providing health care among Medicare beneficiaries.
For example, if sicker and older patients all sign up for one plan,
risk adjustment is designed to compensate the plan for their above
average health expenses. Medicare Advantage payments are cur-
rently risk adjusted for the health history of the enrollee, as well
as for demographic variables such as age, gender, working status,
Medicaid coverage, institutionalized status, and whether the bene-
ficiary originally qualified for Medicare on the basis of disability.

The Medicare Prescription Drug, Improvement, and Moderniza-
tion Act of 2003 (MMA, P.L. 108-173) established an outpatient
voluntary prescription drug benefit under a new Medicare Part D,
effective January 1, 2006. MMA established risk corridors to limit
plans’ overall risks or profits under the new program. Under risk
corridors, Medicare limits a plan’s potential losses, or gains, by fi-
nancing some of the higher than expected costs, or recouping exces-
sive profits. Risk corridors are defined as specified percentages
above and below a target amount and are set separately for each
plan. The target amount is based on the total risk-adjusted subsidy
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payments paid to the plan plus beneficiary premiums, reduced by
the administrative expenses assumed in the bid. The target
amount is then compared to the plan’s actual allowable costs. If ac-
tual costs exceed the target amount, Medicare reimburses plans for
a portion of their losses, and if costs are lower than the target, the
sponsor may owe money to the Center for Medicare and Medicaid
Services (CMS).

Committee Bill

SEC. 2211. RATING AREAS; POOLING OF RISKS; PHASE IN OF RATING
RULES IN SMALL GROUP MARKETS

Each state would be required to establish one or more rating
areas within the state for purposes of applying the requirements of
Title I. The Secretary would review the rating areas to ensure the
adequacy of such areas in carrying out the Title I requirements.
The Secretary would be allowed to establish rating areas for those
states whose rating areas are determined to be inadequate.

Individual health insurance issuers offering an insured QHBP in
an area covered by an exchange would be required to consider all
enrollees in the plan as members of a single risk pool, including in-
dividuals who do not purchase such a plan through an exchange.
Likewise, small group issuers offering a QHBP in an area covered
by an exchange would be required to consider all enrollees in the
plan as members of a single risk pool, including individuals who do
not purchase such a plan through an exchange. States would have
the option to merge the individual and small group markets for
purposes of applying the pooling requirements. Upon approval by
the Secretary, states would be allowed to phase in the application
of the insurance reforms under Subpart 1 to the small group mar-
ket over a consecutive period of plan years (not greater than 5).

SEC. 2212. RISK ADJUSTMENT

Each state would be required to adopt a risk-adjustment model,
established by the Secretary, to apply risk adjustment to QHBPs
(whether or not purchased through an exchange) and grand-
fathered plans in the individual and small group markets. The Sec-
retary would establish one or more risk adjustment models that
take into account differences in the risk characteristics of individ-
uals and employer enrolled under different plans to minimize the
impact of adverse selection of enrollees in those plans. States have
the option to establish their own risk adjustment model if the state
establishes a model, to the satisfaction of the Secretary, that (1)
would produce substantially similar results to the model(s) estab-
lished by the Secretary and (2) would not increase Federal costs.

The Secretary would be required to pre-qualify entities capable
of conducting risk-adjustment and the states would have the option
to pick among those entities. The entities pre-qualified by the Sec-
retary cannot be a plan offeror, or an entity owned or operated by
a plan offeror.

SEC. 2213. ESTABLISHMENT OF TRANSITIONAL REINSURANCE PROGRAM
FOR INDIVIDUAL MARKETS IN EACH STATE

No later than July 1, 2013, each state would be required to es-
tablish a reinsurance program based on model regulation developed
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by the National Association of Insurance Commissioners (NAIC).
Offerors of health benefit plans that are offered in the individual
market would be required to contribute to a temporary reinsurance
program for individual policies that is administered by a non-profit
reinsurance entity. Such contributions would begin July 1, 2013
and continue for a 36-month period.

In development of the model regulation, the NAIC would be re-
quired to include these components: the method by which individ-
uals would be identified as high risk for purposes of the reinsur-
ance program, the formula for determining the amounts to be paid
to offerors of plans that insure high risk individuals, the method
for determining the amount each plan offeror would be required to
contribute under the reinsurance program. The aggregate contribu-
tion amounts for all states, without regard to administrative ex-
penses, would be equal to the following amounts for each 12-month
plan year beginning on July 1 of the following years: $10 billion in
2013, $6 billion in 2014, and $4 billion in 2015. Plan offeror con-
tributions to the reinsurance program established under this sec-
tion are in addition to contribution amounts required under Sec.
2216. The contribution amounts allocated and used in any of the
three-years may vary based on the reinsurance needs of a par-
ticular year or to reflect experience in the prior year. In the event
that all funds are not expended in the three year period, the rein-
surer may continue to make payments under a state reinsurance
program in the individual market for a 24-month period beginning
on July 1, 2016, but no new contributions would be collected be-
yond June 20, 2016.

The non-profit reinsurance entity would coordinate the funding
and operation of the reinsurance program. A state may have more
than one reinsurer to carry out the reinsurance program in the
state, and two or more states may enter into agreements to allow
a reinsurer to operate the reinsurance program in those states. Re-
insurance entities under this section are tax exempt for Federal tax
purposes. The state would be required to eliminate or modify a
state high risk pool to the extent necessary to carry out the rein-
surance program established under this section.

SEC. 2214. ESTABLISHMENT OF RISK CORRIDORS FOR PLANS IN
INDIVIDUAL AND SMALL GROUP MARKETS

The Secretary would establish and administer risk corridors for
plan years during a 36-month period beginning on July 1, 2013,
under which QHBPs in the individual and small group markets
would be allowed to participate in a payment adjustment system
modeled after the program applied to regional Participating Pro-
vider Organizations in Medicare, Part D.

For the purpose of this provision, “allowable costs” means the
total amount of costs that the plan incurred in providing benefits
covered by the plan reduced by the portion of such costs attrib-
utable to administrative expenses. The term “target amount”
means an amount equal to the total annual premium amounts (in-
cluding any premium subsidies) collected, reduced by the amount
of administrative expenses. If the allowable costs for the plan for
the year are greater than 103 percent, but not greater than 108
percent, of the target amount for the plan and year, the Secretary
would make a payment to the plan equal to 50 percent of the dif-
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ference between the allowable costs and 103 percent of the target
amount. If the allowable costs for the plan for the year are greater
than 108 percent of the target amount for the plan and year, the
Secretary would make a payment to the plan equal to the sum of
2.5 percent of the target amount and 80 percent of the difference
between the allowable costs and 108 percent of the target amount.
If the allowable costs for the plan for the year are less than 97 per-
cent, but greater than or equal to 92 percent, of the target amount
for the plan and year, the Secretary would receive a payment from
the plan equal to 50 percent of the difference between 97 percent
of the target amount and the allowable costs. If the allowable costs
for the plan for the year are less than 92 percent of the target
amount for the plan and year, the Secretary would receive a pay-
ment from the plan equal to the sum of 2.5 percent of the target
amount; and 80 percent of the difference between 92 percent of
such target amount and such allowable costs. If the allowable costs
for the plan for the year are at least 97 percent, but do not exceed
103 percent, of the target amount for the plan and year, there
would be no payment adjustment for the plan and year.

SEC. 2215. TEMPORARY HIGH RISK POOLS FOR INDIVIDUALS WITH
PREEXISTING CONDITIONS

No later than one year after enactment, the Secretary would es-
tablish one or more temporary high risk pools to provide all eligible
individuals access to coverage that does not impose any coverage
exclusions for preexisting health conditions. The Secretary could
carry out this section directly or through agreements or contracts
with states or others as appropriate.

The high risk pool(s) established under this section would pro-
vide coverage for the essential benefits package specified under
Sec. 2242, and would provide the bronze level of coverage specified
under Sec. 2243. The premiums charged under the high risk pool
would be equal to the standard premium rate for a plan providing
coverage for the essential benefits package and the bronze level of
coverage. The Secretary could vary premiums in the same manner
that a QHBP may vary premiums under Sec. 2204.

There would be appropriated out of the Treasury $5 billion to fi-
nance the claims and administrative expenses of the high risk
pool(s) in excess of the premiums collected from enrollees. If in any
fiscal year there is a shortage of aggregate amounts for payments
of pool expenses, the Secretary would make adjustments to elimi-
nate the shortage.

Coverage under a high risk pool would end as of the end of June
30, 2013, with exceptions. The Secretary could extend high risk
pool coverage if the Secretary determines that such extension is
necessary to avoid a lapse in coverage resulting from the transition
of enrollees from the high risk pool into QHBPs offered through an
exchange. Eligible individuals for high risk pool participation in-
clude individuals who: (1) have been denied coverage due to a pre-
existing health condition, (2) have been uninsured for a continuous
period of at least six months, (3) are not eligible for essential
health benefits coverage (as defined in Sec. 5000(A)(d)), and are
citizens or nationals of the U.S., legal permanent residents, or law-
fully present aliens.
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SEC. 2216. REINSURANCE FOR RETIREES COVERED BY EMPLOYER-BASED
PLANS

Present Law
No provision.

Committee Bill

No later than 90 days after enactment, the Secretary would es-
tablish a temporary reinsurance program to provide reimbursement
to assist participating employment-based plans with the cost of pro-
viding health benefits to eligible retirees who are 55 and older (and
not eligible for Medicare) and their dependents, including eligible
and surviving spouses. Health benefits would be required to in-
clude medical, surgical, hospital, prescription drug, and other bene-
fits determined by the Secretary. An employment-based plan would
submit an application to the Secretary, as required. A participating
employment-based program would submit claims for reimburse-
ment to the Secretary, documenting the actual cost of items and
services for each claim. Each claim would be based on the actual
amount expended by the participant. The participating employ-
ment-based plan would take into account any negotiated price con-
cessions, such as discounts, subsides, and rebates. The cost of
deductibles and cost-sharing would be included in the cost of the
claim, along with the amounts paid by the plan. For any valid
claim, the Secretary would reimburse the plan for 80 percent of the
portion of costs above $15,000 and below $90,000. This amount
would be adjusted annually based on the percent increase in the
medical care component of the Consumer Price Index, rounded to
the nearest multiple of $1,000. Amounts paid to a participating em-
ployment-based plan would be used to lower cost directly to partici-
pants and beneficiaries in the form of premiums, co-payments, de-
ductible, co-insurance, or other out-of-pocket costs, but would not
be used to reduce the costs of an employer maintaining the employ-
ment-based plan. The Secretary would establish an appeals process
for denied claims, procedures to protect against fraud, waste, and
abuse, and would conduct annual audits of claims date.

The Secretary of the Treasury would establish a separate account
within the Treasury of the United States for deposit of $5 billion
to the Secretary of HHS which is collected through the reinsurance
program established in Sec. 2213 of this bill. Amounts in the ac-
count would be appropriated for use by the Secretary to carry out
reinsurance for retirees. The Secretary would have the authority to
stop taking applications or take other steps to reduce expenditures
to ensure that expenditures did not exceed available funds.

“Subpart 3—Preservation of Right to Maintain Existing Coverage”
SEC. 2221. GRANDFATHERED HEALTH BENEFIT PLANS
Present Law
No provision.
Committee Bill

Plans could continue to offer coverage in a grandfathered policy
in both the individual and group market. Enrollment would be lim-
ited to those who were currently enrolled, their dependents, or in
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the case of an employer, to new employees and their dependents.
Beginning July 1, 2013, Federal rating rules would be phased in
for grandfathered policies in the small group market, over a period
of up to five years, as determined by the state with the approval
from the Secretary.

Health insurance coverage in the individual market (in effect be-
fore enactment) that is actuarially equivalent to a catastrophic
plan for young individuals (as defined in Sec. 2243(c) of the bill),
would be treated as grandfathered plans.

“Subpart 4—Continued Role of States”

Present Law

Pertaining to Sec. 2225-2227: Regulation of the private health
insurance market is primarily done at the state level. State regu-
latory authority is broad in scope and includes requirements re-
lated to licensing, solvency, the issuance and renewal of coverage,
benefits, rating, consumer protections, and other issues. Such rules
vary from state to state. An insurance carrier must be licensed in
each state in which it operates, and comply with the applicable
laws and regulations of each state.

Committee Bill

SEC. 2225. CONTINUED STATE ENFORCEMENT OF INSURANCE
REGULATIONS

No later than 12 months after enactment, the NAIC would de-
velop a Model Regulation to implement the requirements for plans
offered in the individual and small group markets within a state.
The Secretary would promulgate regulations to implement the
Model Regulation developed by the NAIC. If the NAIC does not es-
tablish the Model Regulation within the 12 months after enact-
ment, the Secretary would establish Federal standards imple-
menting the applicable requirements. States would have until July
1, 2013 to adopt and have in effect the Model Regulation or Federal
standards established by the Secretary, or a state law or regulation
that implements the applicable requirements.

If a state fails to adopt or substantially enforce the Model Regu-
lation, Federal standards, or state laws or regulations, the Sec-
retary would be required to enforce those provisions related to the
issuance, sale, renewal, and offering of health benefits plans until
the state adopts and enforces such provisions. The Secretary would
have enforcement authority under Sec. 2722(b) of the Public Health
Services Act to impose civil money penalties on plans that fail to
meet such provisions. The Model Regulation, Federal standards, or
state laws and regulations implemented by a state must include a
requirement that adopted standards (including existing standards
under state law that offer more protection to consumers than
standards set forth in this title) are applied uniformly to all
offerors of health benefits plans in the individual or small group
market.

By no later than July 1, 2013, a state would be required to estab-
lish and have in operation one or more exchanges, including Small
Business Health Options Program (SHOP) exchanges, that meet
the requirements regarding the offer of QHBPs. If states do not es-
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tablish these exchanges within 2 years of enactment (or if the Sec-
retary determines the exchanges will not be operational by July 1,
2013), the Secretary would be required to contract with a non-
governmental entity to establish the exchanges within the state.
States would be required to establish interim exchanges for use by
state residents as soon as practicable in the period from January
1, 2010 to June 30, 2013. If these interim exchanges are not oper-
ational within a reasonable period after enactment, the Secretary
would be required to contract with a nongovernmental entity to es-
tablish state exchanges during this interim period.

This title would not replace state laws that establish, implement,
or continue any standards or requirements relating to health bene-
fits plans that offer more protection to consumers than the protec-
tion offered by standards or requirements included in this title.
These standards or requirements would refer to consumer protec-
tions (e.g. claims grievance procedures, external review of claims
determinations, oversight of insurance agent practices, and others);
premium rating reviews; solvency and reserve requirements related
to health insurance issuers’ licensures; and the assessment of sate-
based premium taxes on health insurance issuers. The provisions
in this title would not affect ERISA provisions with respect to
group health plans.

States could institute programs to provide that offerors of quali-
fied health benefit plans, small employers, and exchanges offering
plans in the state’s individual and small group market could auto-
matically enroll individuals and employees in (or continue enroll-
ment of individuals in) QHBPs. Automatic enrollment programs
would be required to allow individuals or employees to opt out of
any coverage in which they were automatically enrolled.

Each state would require offerors of QHBPs through an exchange
to provide for a claims review process, to notify enrollees in clear
language and in the enrollees’ primary language of available inter-
nal and external appeals processes, and to allow enrollees to review
their files, present evidence, and maintain their insurance coverage
during the appeals process. States would be required to provide for
an external review process that includes consumer protections set
forth in the NAIC’s Uniform External Review Model Act, and en-
sure that enrollees can seek judicial review through Federal or
state procedures.

SEC. 2226. WAIVER OF HEALTH INSURANCE REFORM REQUIREMENTS

Present Law
No provision.

Committee Bill

A state could apply for a waiver of any and all requirements of
Title I and the IRC for plan years beginning on or after July 1,
2015. The waiver application would have to (1) be filed at a time
and manner specified by the Secretary, and (2) provide required in-
formation, including a comprehensive description of the State legis-
lation or program for implementing a plan meeting the waiver re-
quirements, and a 10-year budget plan that is budget neutral for
the Federal Government.
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In order for the Secretary to grant a request for a waiver, the
Secretary would have to determine that (1) the State plan would
provide coverage at least as comprehensive as that required under
a QHBP offered through exchanges, (2) the State plan received
input from its citizens, and (3) the State plan would not increase
the Federal deficit and would lower the growth in health spending,
improving delivery system performance, providing affordable
choices of all citizens, expanding protection against excessive out-
of-pocket spending, and providing coverage to the same number of
uninsured as this title.

The Secretary would determine the scope of the waiver, including
which Federal laws and requirements would not apply to the state.
This determination would be made within 180 days of receiving a
waiver application from the state. The Secretary would notify the
state if the waiver is granted, or would notify the state and the ap-
propriate committees of Congress the reasons that the waiver was
not granted.

SEC. 2227. PROVISIONS RELATING TO OFFERING OF PLANS IN MORE
THAN ONE STATE

Present Law
No provision.

Committee Bill

“Health care choice compacts” would allow for the offer of one or
more QHBPs in the individual market across state lines. By July
1, 2013, the National Association of Insurance Commissioners
(NAIC) would develop model rules for these compacts. The com-
pacts would exist between two or more states, but the QHBP would
only be subject to the laws and regulations of the state in which
the plan was written or issued. However, the offeror of the QHBP
would be subject to laws and regulations concerning provisions on
market conduct, unfair trade practices, network adequacy, and con-
sumer protections in all states that offered the plan. The offeror of
the compact would also be licensed in each state in which it offered
the plan, and would notify purchasers that the policy might not be
subject to all the laws and regulations of the purchaser’s state.
States must enact a law authorizing the compacts. These compacts
would not begin before January 1, 2015.

An offeror of a QHBP in the individual or small group market
could sell the plan in more than one state, including all states, and
not be subject to any state laws mandating benefit coverage. How-
ever, a state may pass a law opting out of this type of policy. For
all participating states, the offeror would be required to (1) have
a uniform benefits package for each state; (2) be licensed in each
state and meet State standards and requirements as detailed in
Sec. 2225 (relating to consumer protections, premium rating re-
views, and solvency and reserve requirement, and state-based pre-
mium taxes); (3) meet all the requirements with respect to QHBPs,
including offering a silver and gold level plan in each state; and (4)
determine each state’s premiums on the basis of the rating rules
in that state for the rating areas in which the plan is offered. The
NAIC would develop model rules for offering QHBPs on a national
basis by 2012, including implementing benefit categories that take
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into account benefits offered in a majority of States, and harmoni-
zation between State authorities of insurance regulation. Each par-
ticipating state would be required to include the NAIC Model rules
for the offering of QHBPs on a national basis in the Model Regula-
tion, Federal standard, or State law and regulation that it adopts
and has its effect under Sec. 2225(a)(2).

SEC. 2228. STATE FLEXIBILITY TO ESTABLISH BASIC HEALTH PLANS FOR
LOW-INCOME INDIVIDUALS NOT ELIGIBLE FOR MEDICAID

Present Law

There is no existing Federal law providing direct on-going pro-
gram financing to the States for health insurance coverage of low-
income individuals not eligible for Medicaid either under standard
criteria or via waivers. The Committee Bill is modeled after the
Washington State Basic Health (BH) Plan program administered
and financed by the Washington State Health Care Authority
(HCA). BH started as a pilot program established by the Wash-
ington State “Health Care Access Act of 1987”. In 1993, Wash-
ington State made the program permanent as part of the Health
Services Act. Current eligibility requirements include the following:
(1) Must be a Washington State resident; (2) May not be eligible
for free or purchased Medicare; (3) May not be institutionalized at
the time of enrollment; (4) May not be attending school full time
in the United States on a student visa; and (5) Must be within the
income guidelines (gross monthly income of $1,733.41 for an indi-
vidual and $3,533.50 for a family of four).

Committee Bill

The Committee Bill would require the Secretary to establish a
program where a state or a regional compact of states would estab-
lish 1 or more qualified basic health plans to provide at least an
essential benefits package to eligible individuals rather than offer-
ing coverage to them through an exchange established under part
B. States would enroll income-eligible persons in their Basic Health
Plan that meets the competitive procurement requirements and the
requirements to provide premium and cost-sharing subsidies to eli-
gible individuals. The Committee Bill would require that the Sec-
retary certify that the state’s qualified basic health plan has pre-
miums and cost-sharing for any plan year that does not exceed the
estimated average cost for a QHBP within the state and offered
through the exchanges, and that the benefits provided under the
qualified basic health plan covers the items and services required
under an essential benefits package in the exchange.

The Committee Bill would define a qualified basic health plan in
this program as a plan established and maintained by the state
under which only eligible individuals enroll. The Committee Bill
would further define the plan as providing at least an essential
benefits package as required for the exchange, and it would require
at least a medical loss ratio of 85 percent. The Committee Bill
would also require meeting the competitive procurement require-
ments and the requirements to provide premium and cost-sharing
subsidies to eligible individuals.

The Committee Bill would require states to establish a competi-
tive process to enter into contracts with coverage providers under
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the plan. Contract negotiations would include payment rates, pre-
miums, cost-sharing, and extra benefits. States would be encour-
aged to include innovative features in their health plan contracting,
including, but not limited to care coordination and care manage-
ment (emphasizing chronic conditions), incentives for use of preven-
tive services, and establishment of patient/doctor relationships that
maximize patient involvement in health care decision-making, in-
cluding awareness of the incentives and disincentives in using the
health care plan. States would be required to consider and make
suitable allowance for differences in health care needs of enrollees
and differences in local availability of health care provider re-
sources. The competitive process would also require consideration
of contracting with managed care systems or with systems that
offer as many of the attributes of managed care as feasible in the
local health care market. The Committee Bill would also include
consideration in the competitive process of establishment of specific
performance measures and standards for coverage of providers that
focus on quality of care and improved outcomes, in addition to re-
quiring providers to report measures and standards. The Com-
mittee Bill would require making performance and quality informa-
tion available to enrollees in a useful form.

Under the Committee Bill, states would be instructed to seek
participation by multiple health plans to allow enrollees a choice
between two or more plans, whenever possible. The Committee Bill
would also allow states entering into health care choice compacts
to form multi-state risk pools for the purposes of negotiating with
health care systems. The Committee Bill would encourage state ad-
ministrators to find ways to integrate their negotiations with any
Medicaid or other state administered health care programs to
maximize efficiency and improve the continuity of care between all
state administered health programs. State administrators would
seek to contract with managed care systems, or with systems that
offer as many of the attributes of managed care as are feasible in
the local health care market. State administrators, in conjunction
with HHS, would establish specific performance measures and
standards for participating health care systems that focus on qual-
ity of care and improved health outcomes. Participating health care
systems would report to the state on the measures. Their perform-
ance and quality information would be made available to the Sec-
retary of HHS and to the Basic Health Plan enrollees to help en-
rollees choose the best health care system.

Under the Committee Bill, if the Secretary determines that a
state meets the requirements of the program, then the Secretary
would provide funds to participating states in order to provide af-
fordable health care coverage through private health care systems
under contract. A state’s