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taken on the question of agreeing to
the resolution.

The vote was taken by electronic de-
vice, and there were—yeas 229, nays
186, not voting 16, as follows:

[Roll No. 103]

YEAS—229
Allard Frelinghuysen Moorhead
Archer Frisa Morella
Armey Funderburk Myers
Bachus Gallegly Myrick
Baker (CA) Ganske Nethercutt
Baker (LA) Gekas Neumann
Ballenger Gilchrest Ney
Barr Gillmor Norwood
Barrett (NE) Gilman Nussle
Bartlett Goodlatte Oxley
Barton Goodling Packard
Bass Goss Parker
Bateman Graham Paxon
Bereuter Greenwood Petri
Bilbray Gutknecht Pombo
Bilirakis Hall (TX) Porter
Bliley Hancock Portman
Blute Hansen Pryce
Boehlert Hastert Quillen
Boehner Hastings (WA) Quinn
Bonilla Hayes Radanovich
Bono Hayworth Ramstad
Brownback Hefley Regula
Bryant (TN) Heineman Riggs
Bunn Herger Roberts
Bunning Hilleary Rogers
Burr Hobson Rohrabacher
Burton Hoekstra Roth
Buyer Hoke Royce
Callahan Horn Salmon
Calvert Hostettler Sanford
Camp Houghton Saxton
Campbell Hunter Scarborough
Canady Hutchinson Schaefer
Castle Hyde Schiff
Chabot Inglis Seastrand
Chambliss Istook Sensenbrenner
Chenoweth Johnson (CT) Shadegg
Christensen Johnson, Sam Shaw
Chrysler Jones Shays
Clinger Kasich Shuster
Coble Kelly Skeen
Coburn Kim Smith (MI)
Collins (GA) King Smith (NJ)
Combest Kingston Solomon
Cooley Klug Souder
Cox Knollenberg Spence
Crane Kolbe Stearns
Crapo LaHood Stockman
Cremeans Largent Stump
Cubin Latham Talent
Cunningham LaTourette Tate
Davis Laughlin Tauzin
Deal Lazio Taylor (NC)
DelLay Leach Thomas
Diaz-Balart Lewis (CA) Thornberry
Dickey Lewis (KY) Tiahrt
Doolittle Lightfoot Torkildsen
Dornan Linder Upton
Dreier Livingston Vucanovich
Duncan LoBiondo Waldholtz
Dunn Longley Walker
Ehlers Lucas Walsh
Ehrlich Manzullo Wamp
Emerson Martini Watts (OK)
English McCollum Weldon (FL)
Ensign McCrery Weller
Everett McDade White
Ewing McHugh Whitfield
Fawell Mclnnis Wicker
Fields (TX) Mclntosh Wolf
Flanagan McKeon Young (AK)
Foley Metcalf Young (FL)
Forbes Meyers Zeliff
Fox Mica Zimmer
Franks (CT) Miller (FL)
Franks (NJ) Molinari

NAYS—186
Abercrombie Bevill Cardin
Ackerman Bishop Chapman
Andrews Bonior Clay
Baesler Borski Clayton
Baldacci Boucher Clement
Barcia Brewster Clyburn
Barrett (WI) Browder Coleman
Beilenson Brown (CA) Collins (MI)
Bentsen Brown (FL) Condit
Berman Brown (OH) Costello
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Coyne Johnson, E. B. Pickett
Cramer Johnston Pomeroy
Danner Kanjorski Poshard
de la Garza Kaptur Rahall
DeFazio Kennedy (MA) Rangel
DelLauro Kennedy (RI) Reed
Dellums Kennelly Richardson
Deutsch Kildee Rivers
Dicks Kleczka Roemer
Dingell Klink Rose
Dixon LaFalce Roukema
Doggett Levin Roybal-Allard
Dooley Lewis (GA) Rush
Doyle Lincoln Sabo
Durbin Lipinski Sanders
Edwards Lofgren Sawyer
Engel Lowey Schroeder
Eshoo Luther Schumer
Evans Maloney Scott
Farr Manton Serrano
Fattah Markey Sisisky
Fazio Martinez Skaggs
Filner Mascara Skelton
Flake Matsui Slaughter
Foglietta McCarthy Spratt
Ford McDermott Stark
Frank (MA) McHale Stenholm
Frost McKinney Studds
Furse Meehan Stupak
Gejdenson Meek Tanner
Gephardt Menendez Taylor (MS)
Geren Miller (CA) Tejeda
Gibbons Minge Thompson
Gonzalez Mink Thornton
Gordon Moakley Thurman
Green Mollohan Torres
Gunderson Montgomery Towns
Gutierrez Moran Traficant
Hall (OH) Murtha Velazquez
Hamilton Nadler Vento
Harman Oberstar Visclosky
Hastings (FL) Obey Volkmer
Hefner Olver Ward
Hilliard Ortiz Waters
Hinchey Orton Watt (NC)
Holden Owens Waxman
Hoyer Pallone Williams
Jackson (IL) Pastor Wise
Jackson-Lee Payne (NJ) Woolsey

(TX) Payne (VA) Wynn
Jacobs Pelosi Yates
Jefferson Peterson (FL)

Johnson (SD) Peterson (MN)

NOT VOTING—16

Becerra Lantos Stokes
Bryant (TX) McNulty Torricelli
Collins (IL) Neal Weldon (PA)
Conyers Ros-Lehtinen Wilson
Fields (LA) Smith (TX)
Fowler Smith (WA)
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Ms. FURSE and Mr. BALDACCI
changed their vote from ‘yea” to
“nay.”

Mr. COBURN and Mr. THOMAS of

California changed their vote from
“nay’’ to “‘yea.”

So the previous question was ordered.

The result of the vote was announced
as above recorded.

The SPEAKER pro tempore (Mr.
COMBEST). The question is on the reso-
lution.

The resolution was agreed to.

A motion to reconsider was laid on
the table.

FURTHER MESSAGE FROM THE

SENATE
A message from the Senate by Mr.
Lundregan, one of its clerks, an-

nounced that the Senate has passed
without amendment a bill and joint
resolution of the House of the following
titles:

H.R. 3136. An act to provide for enactment
of the Senior Citizens’ Right to Work Act of
1996, the Line-Item Veto Act, and the Small
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Business Growth and Fairness Act of 1996,
and to provide for a permanent increase in
the public debt limit; and

H.J. Res. 168. Joint resolution waiving cer-
tain enrollment requirements with respect
to two bills of the One Hundred Fourth Con-
gress.

The message also announced that the
Senate agrees, to the report of the
committee of conference on the dis-
agreeing votes of the two House on the
amendment of the Senate to the bill
(H.R. 2854) ““An act to modify the oper-
ation of certain agricultural pro-
grams.”
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HEALTH COVERAGE AVAILABILITY
AND AFFORDABILITY ACT OF 1996

Mr. ARCHER. Mr. Speaker, pursuant
to House Resolution 392, | call up the
bill (H.R. 3103), to amend the Internal
Revenue Code of 1986 to improve port-
ability and continuity of health insur-
ance coverage in the group and individ-
ual markets, to combat waste, fraud,
and abuse in health insurance and
health care delivery, to promote the
use of medical savings accounts, to im-
prove access to long-term care services
and coverage, to simplify the adminis-
tration of health insurance, and for
other purposes, and ask for its imme-
diate consideration in the House.

The Clerk read the title of the bill.

The SPEAKER pro tempore (Mr.
COMBEST). Pursuant to House Resolu-
tion 392, the amendment in the nature
of a substitute consisting of the text of
H.R. 3160 modified by the amendment
specified in part 1 of House Report 104-
501 is adopted.

The text of H.R. 3103 consisting of the
text of H.R. 3160, as modified, is as fol-
lows:

H.R. 3160

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE.—This Act may be cited as

the ‘““Health Coverage Availability and Af-

fordability Act of 1996"".

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE I—IMPROVED AVAILABILITY AND
PORTABILITY OF HEALTH INSURANCE
COVERAGE
Subtitle A—Coverage Under Group Health

Plans

Sec. 101. Portability of coverage for pre-
viously covered individuals.

Sec. 102. Limitation on preexisting condi-
tion exclusions; no application
to certain newborns, adopted
children, and pregnancy.

Sec. 103. Prohibiting exclusions based on
health status and providing for
enrollment periods.

Sec. 104. Enforcement.

Subtitle B—Certain Requirements for Insur-
ers and HMOs in the Group and Individual
Markets
PART 1—AVAILABILITY OF GROUP HEALTH

INSURANCE COVERAGE
Sec. 131. Guaranteed availability of general

coverage in the small group
market.

Sec. 132. Guaranteed renewability of group
coverage.
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PART 2—AVAILABILITY OF INDIVIDUAL HEALTH
INSURANCE COVERAGE

Sec. 141. Guaranteed availability of individ-
ual health insurance coverage
to certain individuals with
prior group coverage.

Sec. 142. Guaranteed renewability of individ-
ual health insurance coverage.

PART 3—ENFORCEMENT

Sec. 151. Incorporation of provisions for
State enforcement with Federal
fallback authority.

Subtitle C—Affordable and Available Health
Coverage Through Multiple Employer
Pooling Arrangements

Sec. 161. Clarification of duty of the Sec-
retary of Labor to implement
provisions of current law pro-
viding for exemptions and sol-
vency standards for multiple
employer health plans.

“PART 7—RULES GOVERNING REGULATION OF

MULTIPLE EMPLOYER HEALTH PLANS

““Sec. 701. Definitions.

‘“Sec. 702. Clarification of duty of the
Secretary to implement provi-
sions of current law providing
for exemptions and solvency
standards for multiple em-
ployer health plans.

703. Requirements relating to
sponsors, boards of trustees,
and plan operations.

704. Other requirements for exemp-
tion.

705. Maintenance of reserves.

706. Notice requirements for vol-
untary termination.

707. Corrective actions and manda-
tory termination.
708. Additional rules

State authority.”.

Sec. 162. Affordable and available fully in-
sured health coverage through
voluntary health insurance as-
sociations.

State authority fully applicable to
self-insured multiple employer
welfare arrangements providing
medical care which are not ex-
empted under new part 7.

Clarification of treatment of single
employer arrangements.

Clarification of treatment of cer-
tain collectively bargained ar-
rangements.

166. Treatment of church plans.

167. Enforcement provisions relating to
multiple employer welfare ar-
rangements.

Cooperation between Federal
State authorities.

Filing and disclosure requirements
for multiple employer welfare
arrangements offering health
benefits.

Single annual filing for all partici-
pating employers.

Sec. 171. Effective date; transitional rule.

Subtitle D—Definitions; General Provisions

Sec. 191. Definitions; scope of coverage.

Sec. 192. State flexibility to provide greater
protection.

Effective date.

Rule of construction.

Findings relating to exercise of
commerce clause authority.
TITLE 1I—PREVENTING HEALTH CARE
FRAUD AND ABUSE; ADMINISTRATIVE
SIMPLIFICATION; MEDICAL LIABILITY

REFORM

Sec. 200. References in title.

Subtitle A—Fraud and Abuse Control
Program

Sec. 201. Fraud and abuse control program.

“‘Sec.

““Sec.

““Sec.
““Sec.

““Sec.

“‘Sec. regarding

Sec. 163.

Sec. 164.

Sec. 165.

Sec.
Sec.

Sec. 168. and

Sec. 169.

Sec. 170.

193.
194.
195.

Sec.
Sec.
Sec.
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Sec. 202. Medicare integrity program.

Sec. 203. Beneficiary incentive programs.

Sec. 204. Application of certain health anti-
fraud and abuse sanctions to
fraud and abuse against Federal
health care programs.

Guidance regarding application of
health care fraud and abuse
sanctions.

Subtitle B—Revisions to Current Sanctions
for Fraud and Abuse

Mandatory exclusion from partici-
pation in medicare and State
health care programs.

Establishment of minimum period
of exclusion for certain individ-
uals and entities subject to per-
missive exclusion from medi-
care and State health care pro-
grams.

Permissive exclusion of individuals
with ownership or control in-
terest in sanctioned entities.

Sanctions against practitioners and
persons for failure to comply
with statutory obligations.

Intermediate sanctions for medi-
care health maintenance orga-
nizations.

Additional exception to anti-kick-
back penalties for discounting
and managed care arrange-
ments.

Criminal penalty for fraudulent
disposition of assets in order to
obtain medicaid benefits.

218. Effective date.

Subtitle C—Data Collection

Sec. 221. Establishment of the health care
fraud and abuse data collection
program.

Subtitle D—Civil Monetary Penalties

Sec. 231. Social security act civil monetary
penalties.

Sec. 232. Clarification of level of intent re-
quired for imposition of sanc-
tions.

Sec. 233. Penalty for false certification for
home health services.

Subtitle E—Revisions to Criminal Law

Sec. 241. Definitions relating to Federal

health care offense.

242. Health care fraud.

243. Theft or embezzlement.

Sec. 205.

Sec. 211.

Sec. 212.

Sec. 213.

Sec. 214.
Sec. 215.

Sec. 216.

Sec. 217.

Sec.

Sec.
Sec.

Sec. 244. False statements.

Sec. 245. Obstruction of criminal investiga-
tions of health care offenses.

Sec. 246. Laundering of monetary instru-
ments.

Sec. 247. Injunctive relief relating to health
care offenses.

Sec. 248. Authorized investigative demand
procedures.

Sec. 249. Forfeitures for Federal health care
offenses.

Sec. 250. Relation to ERISA authority.

Subtitle F—Administrative Simplification

Sec. 251. Purpose.
Sec. 252. Administrative simplification.

“PART C—ADMINISTRATIVE SIMPLIFICATION

““Sec. 1171. Definitions.

““Sec. 1172. General requirements
adoption of standards.
1173. Standards for information

transactions and data elements.

1174. Timetables for adoption of
standards.

1175. Requirements.

1176. General penalty for failure to
comply with requirements and
standards.

1177. Wrongful disclosure of indi-
vidually identifiable health in-
formation.

1178. Effect on State law.

for
““Sec.
“Sec.
““Sec.
‘“‘Sec.

““Sec.

““Sec.
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Sec. 253. Changes in membership and duties
of National Committee on Vital
and Health Statistics.

Subtitle G—Duplication and Coordination of

Medicare-Related Plans

Sec. 261. Duplication and coordination of

medicare-related plans.
Subtitle H—Medical Liability Reform
PART 1—GENERAL PROVISIONS

Sec. 271. Federal reform of health care li-
ability actions.

Sec. 272. Definitions.

Sec. 273. Effective date.

PART 2—UNIFORM STANDARDS FOR HEALTH
CARE LIABILITY ACTIONS

Sec. 281. Statute of limitations.

Sec. 282. Calculation and payment of dam-
ages.

Sec. 283. Alternative dispute resolution.
TITLE I1II—TAX-RELATED HEALTH
PROVISIONS

Sec. 300. Amendment of 1986 code.

Subtitle A—Medical Savings Accounts

Sec. 301. Medical savings accounts.

Subtitle B—Increase in Deduction for Health
Insurance Costs of Self-Employed Individ-
uals

Sec. 311. Increase in deduction for health in-
surance costs of self-employed
individuals.

Subtitle C—Long-Term Care Services and
Contracts
PART I—GENERAL PROVISIONS

Sec. 321. Treatment of long-term care insur-
ance.

Sec. 322. Qualified long-term care services
treated as medical care.

Sec. 323. Reporting requirements.

PART II—CONSUMER PROTECTION PROVISIONS

Sec. 325. Policy requirements.

Sec. 326. Requirements for issuers of long-
term care insurance policies.

Sec. 327. Coordination with State require-
ments.

Sec. 328. Effective dates.

Subtitle D—Treatment of Accelerated Death

Benefits

Sec. 331. Treatment of accelerated death
benefits by recipient.

Sec. 332. Tax treatment of companies issu-
ing qualified accelerated death
benefit riders.

Subtitle E—High-Risk Pools

Sec. 341. Exemption from income tax for
State-sponsored organizations
providing health coverage for
high-risk individuals.

Subtitle F—Organizations Subject to
Section 833

Sec. 351. Organizations subject to section
833.

TITLE IV—REVENUE OFFSETS

Sec. 400. Amendment of 1986 Code.

Subtitle A—Repeal of Bad Debt Reserve
Method for Thrift Savings Associations
Sec. 401. Repeal of bad debt reserve method

for thrift savings associations.
Subtitle B—Reform of the Earned Income
Credit

Sec. 411. Earned income credit denied to in-
dividuals not authorized to be
employed in the United States.

Subtitle C—Treatment of Individuals Who
Lose United States Citizenship

Sec. 421. Revision of income, estate, and gift
taxes on individuals who lose
United States citizenship.

Sec. 422. Information on individuals losing
United States citizenship.

Sec. 423. Report on tax compliance by Unit-
ed States citizens and residents
living abroad.
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TITLE I—IMPROVED AVAILABILITY AND
PORTABILITY OF HEALTH INSURANCE
COVERAGE
Subtitle A—Coverage Under Group Health

Plans
SEC. 101. PORTABILITY OF COVERAGE FOR PRE-
VIOUSLY COVERED INDIVIDUALS.

(a) CREDITING PERIODS OF PREVIOUS Cov-
ERAGE TOWARD PREEXISTING CONDITION RE-
STRICTIONS.—Subject to the succeeding pro-
visions of this section, a group health plan,
and an insurer or health maintenance orga-
nization offering health insurance coverage
in connection with a group health plan, shall
provide that any preexisting condition limi-
tation period (as defined in subsection (b)(2))
is reduced by the length of the aggregate pe-
riod of qualified prior coverage (if any, as de-
fined in subsection (b)(3)) applicable to the
participant or beneficiary as of the date of
commencement of coverage under the plan.

(b) DEFINITIONS AND OTHER PROVISIONS RE-
LATING TO PREEXISTING CONDITIONS.—

(1) PREEXISTING CONDITION.—

(A) IN GENERAL.—For purposes of this sub-
title, subject to subparagraph (B), the term
“‘preexisting condition’” means a condition,
regardless of the cause of the condition, for
which medical advice, diagnosis, care, or
treatment was recommended or received
within the 6-month period ending on the day
before—

(i) the effective date of the coverage of
such participant or beneficiary, or

(ii) the earliest date upon which such cov-
erage could have been effective if there were
no waiting period applicable,
whichever is earlier.

(B) TREATMENT OF GENETIC INFORMATION.—
For purposes of this section, genetic infor-
mation shall not be considered to be a pre-
existing condition, so long as treatment of
the condition to which the information is ap-
plicable has not been sought during the 6-
month period described in subparagraph (A).

(2) PREEXISTING CONDITION LIMITATION PE-
R10D.—For purposes of this subtitle, the term
“‘preexisting condition limitation period”
means, with respect to coverage of an indi-
vidual under a group health plan or under
health insurance coverage, the period during
which benefits with respect to treatment of
a condition of such individual are not pro-
vided based on the fact that the condition is
a preexisting condition.

(3) AGGREGATE PERIOD OF QUALIFIED PRIOR
COVERAGE.—

(A) IN GENERAL.—For purposes of this sec-
tion, the term ‘‘aggregate period of qualified
prior coverage’ means, with respect to com-
mencement of coverage of an individual
under a group health plan or health insur-
ance coverage offered in connection with a
group health plan, the aggregate of the
qualified coverage periods (as defined in sub-
paragraph (B)) of such individual occurring
before the date of such commencement. Such
period shall be treated as zero if there is
more than a 60-day break in coverage under
a group health plan (or health insurance cov-
erage offered in connection with such a plan)
between the date the most recent qualified
coverage period ends and the date of such
commencement.

(B) QUALIFIED COVERAGE PERIOD.—

(i) IN GENERAL.—For purposes of this para-
graph, subject to subsection (c), the term
“‘qualified coverage period’” means, with re-
spect to an individual, any period of cov-
erage of the individual under a group health
plan, health insurance coverage, under title
XVIII or XIX of the Social Security Act, cov-
erage under the TRICARE program under
chapter 55 of title 10, United States Code, a
program of the Indian Health Service, and
State health insurance coverage or risk pool,
and includes coverage under a health plan of-
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fered under chapter 89 of title 5, United
States Code.

(ii) DISREGARDING PERIODS BEFORE BREAKS
IN COVERAGE.—Such term does not include
any period occurring before any 60-day break
in coverage described in subparagraph (A).

(C) WAITING PERIOD NOT TREATED AS A
BREAK IN COVERAGE.—For purposes of sub-
paragraphs (A) and (B), any period that is in
a waiting period for any coverage under a
group health plan (or for health insurance
coverage offered in connection with a group
health plan) shall not be considered to be a
break in coverage described in subparagraph
(B)(iD).

(D) ESTABLISHMENT OF PERIOD.—A qualified
coverage period with respect to an individual
shall be established through presentation of
certifications described in subsection (c) or
in such other manner as may be specified in
regulations to carry out this title.

(c) CERTIFICATIONS OF COVERAGE; CONFORM-
ING COVERAGE.—

(1) IN GENERAL.—The plan administrator of
a group health plan, or the insurer or HMO
offering health insurance coverage in con-
nection with a group health plan, shall, on
request made on behalf of an individual cov-
ered (or previously covered within the pre-
vious 18 months) under the plan or coverage,
provide for a certification of the period of
coverage of the individual under such plan or
coverage and of the waiting period (if any)
imposed with respect to the individual for
any coverage under the plan.

(2) STANDARD METHOD.—Subject to para-
graph (3), a group health plan, or insurer or
HMO offering health insurance coverage in
connection with a group health plan, shall
determine qualified coverage periods under
subsection (b)(3)(B) by including all periods
described in such subsection, without regard
to the specific benefits offered during such a
period.

(3) ALTERNATIVE METHOD.—Such a plan, in-
surer, or HMO may elect to make such deter-
mination on a benefit-specific basis for all
participants and beneficiaries and not to in-
clude as a qualified coverage period with re-
spect to a specific benefit coverage during a
previous period unless such previous cov-
erage for that benefit was included at the
end of the most recent period of coverage. In
the case of such an election—

(A) the plan, insurer, or HMO shall promi-
nently state in any disclosure statements
concerning the plan or coverage and to each
enrollee at the time of enrollment under the
plan (or at the time the health insurance
coverage is offered for sale in the group
health market) that the plan or coverage has
made such election and shall include a de-
scription of the effect of this election; and

(B) upon the request of the plan, insurer, or
HMO, the entity providing a certification
under paragraph (1)—

(i) shall promptly disclose to the request-
ing plan, insurer, or HMO the plan statement
(insofar as it relates to health benefits under
the plan) or other detailed benefit informa-
tion on the benefits available under the pre-
vious plan or coverage, and

(ii) may charge for the reasonable cost of
providing such information.

SEC. 102. LIMITATION ON PREEXISTING CONDI-
TION EXCLUSIONS; NO APPLICATION
TO CERTAIN NEWBORNS, ADOPTED
CHILDREN, AND PREGNANCY.

(a) LIMITATION OF PERIOD.—

(1) IN GENERAL.—Subject to the succeeding
provisions of this section, a group health
plan, and an insurer or HMO offering health
insurance coverage in connection with a
group health plan, shall provide that any
preexisting condition limitation period (as
defined in section 101(b)(2)) does not exceed
12 months, counting from the effective date
of coverage.
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(2) EXTENSION OF PERIOD IN THE CASE OF
LATE ENROLLMENT.—In the case of a partici-
pant or beneficiary whose initial coverage
commences after the date the participant or
beneficiary first becomes eligible for cov-
erage under the group health plan, the ref-
erence in paragraph (1) to ““12 months’ is
deemed a reference to ‘18 months™’.

(b) EXCLUSION NOT APPLICABLE TO CERTAIN
NEWBORNS AND CERTAIN ADOPTIONS.—

(1) IN GENERAL.—Subject to paragraph (2), a
group health plan, and an insurer or HMO of-
fering health insurance coverage in connec-
tion with a group health plan, may not pro-
vide any limitation on benefits based on the
existence of a preexisting condition in the
case of—

(A) an individual who within the 30-day pe-
riod beginning with the date of birth, or

(B) an adopted child or a child placed for
adoption beginning at the time of adoption
or placement if the individual, within the 30-
day period beginning on the date of adoption
or placement,

becomes covered under a group health plan
or otherwise becomes covered under health
insurance coverage (or covered for medical
assistance under title XIX of the Social Se-
curity Act).

(2) Loss IF BREAK IN COVERAGE.—Paragraph
(1) shall no longer apply to an individual if
the individual does not have any coverage
described in section 101(b)(3)(B)(i) for a con-
tinuous period of 60 days, not counting in
such period any days that are in a waiting
period for any coverage under a group health
plan.

(3) PLACED FOR ADOPTION DEFINED.—In this
subsection and section 103(e), the term
“placement’’, or being ‘“‘placed”, for adop-
tion, in connection with any placement for
adoption of a child with any person, means
the assumption and retention by such person
of a legal obligation for total or partial sup-
port of such child in anticipation of adoption
of such child. The child’s placement with
such person terminates upon the termi-
nation of such legal obligation.

(c) EXcLUSION NOT APPLICABLE TO PREG-
NANCY.—For purposes of this section, preg-
nancy shall not be treated as a preexisting
condition.

(d) ELiGIBILITY PERIOD IMPOSED BY HEALTH
MAINTENANCE ORGANIZATIONS AS ALTER-
NATIVE TO PREEXISTING CONDITION LIMITA-
TION.—A health maintenance organization
which offers health insurance coverage in
connection with a group health plan and
which does not use the preexisting condition
limitations allowed under this section and
section 101 with respect to any particular
coverage option may impose an eligibility
period for such coverage option, but only if
such period does not exceed—

(1) 60 days, in the case of a participant or
beneficiary whose initial coverage com-
mences at the time such participant or bene-
ficiary first becomes eligible for coverage
under the plan, or

(2) 90 days, in the case of a participant or
beneficiary whose initial coverage com-
mences after the date on which such partici-
pant or beneficiary first becomes eligible for
coverage.

Such an HMO may use alternative methods,
from those described in the previous sen-
tence, to address adverse selection as ap-
proved by the applicable State authority.
For purposes of this subsection, the term
“‘eligibility period”” means a period which,
under the terms of the health insurance cov-
erage offered by the health maintenance or-
ganization, must expire before the health in-
surance coverage becomes effective. Any
such eligibility period shall be treated for
purposes of this subtitle as a waiting period
under the plan and shall run concurrently
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with any other applicable waiting period

under the plan.

SEC. 103. PROHIBITING EXCLUSIONS BASED ON
HEALTH STATUS AND PROVIDING
FOR ENROLLMENT PERIODS.

(a) PROHIBITION OF EXCLUSION OF PARTICI-
PANTS OR BENEFICIARIES BASED ON HEALTH
STATUS.—

(1) IN GENERAL.—A group health plan, and
an insurer or HMO offering health insurance
coverage in connection with a group health
plan, may not exclude an employee or his or
her beneficiary from being (or continuing to
be) enrolled as a participant or beneficiary
under the terms of such plan or coverage
based on health status (as defined in section
191(c)(6)).

(2) CoNSTRUCTION.—Nothing in this sub-
section shall be construed as preventing the
establishment of preexisting condition limi-
tations and restrictions to the extent con-
sistent with the provisions of this subtitle.

(b) PROHIBITION OF DISCRIMINATION IN PRE-
MIUM CONTRIBUTIONS OF INDIVIDUAL PARTICI-
PANTS OR BENEFICIARIES BASED ON HEALTH
STATUS.—

(1) IN GENERAL.—A group health plan, and
an insurer or HMO offering health insurance
coverage in connection with a group health
plan, may not require a participant or bene-
ficiary to pay a premium or contribution
which is greater than such premium or con-
tribution for a similarly situated participant
or beneficiary solely on the basis of the
health status of the participant or bene-
ficiary.

(2) CoNsTRUCTION.—Nothing
section is intended—

(A) to effect the premium rates an insurer
or HMO may charge an employer for health
insurance coverage provided in connection a
group health plan,

(B) to prevent a group health plan (or in-
surer or HMO in health insurance coverage
offered in connection with such a plan) from
establishing premium discounts or modify-
ing otherwise applicable copayments or
deductibles in return for adherence to pro-
grams of health promotion and disease pre-
vention, or

(C) to prevent such a plan, insurer, or HMO
from varying the premiums or contributions
required of participants or beneficiaries
based on factors (such as scope of benefits,
geographic area of residence, or wage levels)
that are not directly related to health sta-
tus.

(c) ENROLLMENT OF ELIGIBLE INDIVIDUALS
WHO LOSE OTHER COVERAGE.—A group health
plan shall permit an uncovered employee
who is otherwise eligible for coverage under
the terms of the plan (or an uncovered de-
pendent, as defined under the terms of the
plan, of such an employee, if family coverage
is available) to enroll for coverage under the
plan under at least one benefit option if each
of the following conditions is met:

(1) The employee or dependent was covered
under a group health plan or had health in-
surance coverage at the time coverage was
previously offered to the employee or indi-
vidual.

(2) The employee stated in writing at such
time that coverage under a group health
plan or health insurance coverage was the
reason for declining enrollment.

(3) The employee or dependent lost cov-
erage under a group health plan or health in-
surance coverage (as a result of loss of eligi-
bility for the coverage, termination of em-
ployment, or reduction in the number of
hours of employment).

(4) The employee requests such enrollment
within 30 days after the date of termination
of such coverage.

(d) DEPENDENT BENEFICIARIES.—

(1) IN GENERAL.—If a group health plan
makes family coverage available, the plan

in this sub-

CONGRESSIONAL RECORD —HOUSE

may not require, as a condition of coverage
of an individual as a dependent (as defined
under the terms of the plan) of a participant
in the plan, a waiting period applicable to
the coverage of a dependent who—

(A) is a newborn,

(B) is an adopted child or child placed for
adoption (within the meaning of section
102(b)(3)), at the time of adoption or place-
ment, or

(C) is a spouse, at the time of marriage,
if the participant has met any waiting period
applicable to that participant.

(2) TIMELY ENROLLMENT.—

(A) IN GENERAL.—Enrollment of a partici-
pant’s beneficiary described in paragraph (1)
shall be considered to be timely if a request
for enrollment is made within 30 days of the
date family coverage is first made available
or, in the case described in—

(i) paragraph (1)(A), within 30 days of the
date of the birth,

(ii) paragraph (1)(B), within 30 days of the
date of the adoption or placement for adop-
tion, or

(iii) paragraph (1)(C), within 30 days of the
date of the marriage with such a beneficiary
who is the spouse of the participant,

if family coverage is available as of such
date.

(B) CoVvERAGE.—If available coverage in-
cludes family coverage and enrollment is
made under such coverage on a timely basis
under subparagraph (A), the coverage shall
become effective not later than the first day
of the first month beginning 15 days after
the date the completed request for enroll-
ment is received.

(e) MULTIEMPLOYER PLANS, MULTIPLE EM-
PLOYER HEALTH PLANS, AND MULTIPLE EM-
PLOYER WELFARE ARRANGEMENTS.—A droup
health plan which is a multi-employer plan,
a multiple employer health plan (as defined
in section 701(4) of the Employee Retirement
Income Security Act of 1974), or a multiple
employer welfare arrangement (to the extent
to which benefits under the arrangement
consist of medical care) may not deny an em-
ployer whose employees are covered under
such a plan or arrangement continued access
to the same or different coverage under the
terms of such a plan or arrangement, other
than—

(1) for nonpayment of contributions,

(2) for fraud or other intentional misrepre-
sentation of material fact by the employer,

(3) for noncompliance with material plan
or arrangement provisions,

(4) because the plan or arrangement is
ceasing to offer any coverage in a geographic
area,

(5) for failure to meet the terms of an ap-
plicable collective bargaining agreement, to
renew a collective bargaining or other agree-
ment requiring or authorizing contributions
to the plan, or to employ employees covered
by such an agreement,

(6) in the case of a plan or arrangement to
which subparagraph (C), (D), or (E) of section
3(40) of the Employee Retirement Income Se-
curity Act of 1974 applies, to the extent nec-
essary to meet the requirements of such sub-
paragraph, or

(7) in the case of a multiple employer
health plan (as defined in section 701(4) of
such Act), for failure to meet the require-
ments under part 7 of subtitle B of title I of
such Act for exemption under section
514(b)(6)(B) of such Act.

SEC. 104. ENFORCEMENT.

(a) ENFORCEMENT THROUGH COBRA PROVI-
SIONS IN INTERNAL REVENUE CODE.—

(1) APPLICATION OF COBRA SANCTIONS.—Sub-
section (a) of section 4980B of the Internal
Revenue Code of 1986 is amended by striking
“the requirements of’’ and all that follows
and inserting ‘‘the requirements of—
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““(1) subsection (f) with respect to any
qualified beneficiary, or

““(2) subject to subsection (h)—

““(A) section 101 or 102 of the Health Cov-
erage Availability and Affordability Act of
1996 with respect to any individual covered
under the group health plan, or

““(B) section 103 (other than subsection (e))
of such Act with respect to any individual.”.

) NoTICE REQUIREMENT.—Section
4980B(f)(6)(A) of such Code is amended by in-
serting before the period the following: “‘and
subtitle A of title | of the Health Coverage
Availability and Affordability Act of 1996”.

(3) SPECIAL RULES.—Section 4980B of such
Code is amended by adding at the end the
following:

““(h) SPECIAL RULES.—For purposes of ap-
plying this section in the case of require-
ments described in subsection (a)(2) relating
to section 101, section 102, or section 103
(other than subsection (e)) of the Health Cov-
erage Availability and Affordability Act of
1996—

““(1) IN GENERAL.—

““(A) DEFINITION OF GROUP HEALTH PLAN.—
The term ‘group health plan’ has the mean-
ing given such term in section 191(a) of the
Health Coverage Availability and Afford-
ability Act of 1996.

““(B) QUALIFIED BENEFICIARY.—Subsections
(b), (c), and (e) shall be applied by substitut-
ing the term ‘individual’ for the term ‘quali-
fied beneficiary’ each place it appears.

““(C) NoNcoMPLIANCE PERIOD.—Clause (ii) of
subsection (b)(2)(B) and the second sentence
of subsection (b)(2) shall not apply.

‘(D) LIMITATION ON TAX.—Subparagraph (B)
of subsection (c)(3) shall not apply.

“(E) L1ABILITY FOR TAax.—Paragraph (2) of
subsection (e) shall not apply.

‘“(2) DEFERRAL TO STATE REGULATION.—NO
tax shall be imposed by this section on any
failure to meet the requirements of such sec-
tion by any entity which offers health insur-
ance coverage and which is an insurer or
health maintenance organization (as defined
in section 191(c) of the Health Coverage
Availability and Affordability Act of 1996)
regulated by a State unless the Secretary of
Health and Human Services has made the de-
termination described in section 104(c)(2) of
such Act with respect to such State, section,
and entity.

““(3) LIMITATION FOR INSURED PLANS.—In the
case of a group health plan of a small em-
ployer (as defined in section 191 of the Health
Coverage Availability and Affordability Act
of 1996) that provides health care benefits
solely through a contract with an insurer or
health maintenance organization (as defined
in such section), no tax shall be imposed by
this section upon the employer on a failure
to meet such requirements if the failure is
solely because of the product offered by the
insurer or organization under such contract.

““(4) LIMITATION ON IMPOSITION OF TAX.—In
no case shall a tax be imposed by this sec-
tion for a failure to meet such a requirement
if:

“(A) a civil money penalty has been im-
posed by the Secretary of Labor under part 5
of subtitle A of title | of the Employee Re-
tirement Income Security Act of 1974 with
respect to such failure, or

“(B) a civil money penalty has been im-
posed by the Secretary of Health and Human
Services under section 104(c) of the Health
Coverage Availability and Affordability Act
of 1996 with respect to such failure.”.

(b) ENFORCEMENT THROUGH ERISA SANC-
TIONS FOR CERTAIN GROUP HEALTH PLANS.—

(1) IN GENERAL.—Subject to the succeeding
provisions of this subsection, sections 101
through 103 of this subtitle (and subtitle D
insofar as it is applicable to such sections)
shall be deemed to be provisions of title | of
the Employee Retirement Income Security
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Act of 1974 for purposes of applying such
title.

(2) FEDERAL ENFORCEMENT ONLY IF NO EN-
FORCEMENT THROUGH STATE.—The Secretary
of Labor shall enforce each section referred
to in paragraph (1) with respect to any en-
tity which is an insurer or health mainte-
nance organization regulated by a State only
if the Secretary of Labor determines that
such State has not provided for enforcement
of State laws which govern the same matters
as are governed by such section and which
require compliance by such entity with at
least the same requirements as those pro-
vided under such section.

(3) LIMITATIONS ON LIABILITY.—

(A) NO APPLICATION WHERE FAILURE NOT
DISCOVERED EXERCISING REASONABLE DILI-
GENCE.—No liability shall be imposed under
this subsection on the basis of any failure
during any period for which it is established
to the satisfaction of the Secretary of Labor
that none of the persons against whom the
liability would be imposed knew, or exercis-
ing reasonable diligence would have known,
that such failure existed.

(B) NO APPLICATION WHERE FAILURE COR-
RECTED WITHIN 30 DAYS.—No liability shall be
imposed under this subsection on the basis of
any failure if such failure was due to reason-
able cause and not to willful neglect, and
such failure is corrected during the 30-day
period beginning on the first day any of the
persons against whom the liability would be
imposed knew, or exercising reasonable dili-
gence would have known, that such failure
existed.

(4) AVOIDING DUPLICATION OF CERTAIN PEN-
ALTIES.—In no case shall a civil money pen-
alty be imposed under the authority pro-
vided under paragraph (1) for a violation of
this subtitle for which an excise tax has been
imposed under section 4980B of the Internal
Revenue Code of 1986 or a civil money pen-
alty imposed under subsection (c).

(c) ENFORCEMENT THROUGH CIVIL MONEY
PENALTIES.—

(1) IMPOSITION.—

(A) IN GENERAL.—Subject to the succeeding
provisions of this subsection, any group
health plan, insurer, or organization that
fails to meet a requirement of this subtitle
(other than section 103(e)) is subject to a
civil money penalty under this section.

(B) LIABILITY FOR PENALTY.—Rules similar
to the rules described in section 4980B(e) of
the Internal Revenue Code of 1986 for liabil-
ity for a tax imposed under section 4980B(a)
of such Code shall apply to liability for a
penalty imposed under subparagraph (A).

(C) AMOUNT OF PENALTY.—

(i) IN GENERAL.—The maximum amount of
penalty imposed under this paragraph is $100
for each day for each individual with respect
to which such a failure occurs.

(ii) CONSIDERATIONS IN IMPOSITION.—In de-
termining the amount of any penalty to be
assessed under this paragraph, the Secretary
of Health and Human Services shall take
into account the previous record of compli-
ance of the person being assessed with the
applicable requirements of this subtitle, the
gravity of the violation, and the overall lim-
itations for unintentional failures provided
under section 4980B(c)(4) of the Internal Rev-
enue Code of 1986.

(iii) LIMITATIONS.—

(I) PENALTY NOT TO APPLY WHERE FAILURE
NOT DISCOVERED EXERCISING REASONABLE DILI-
GENCE.—No civil money penalty shall be im-
posed under this paragraph on any failure
during any period for which it is established
to the satisfaction of the Secretary that
none of the persons against whom the pen-
alty would be imposed knew, or exercising
reasonable diligence would have known, that
such failure existed.
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(1) PENALTY NOT TO APPLY TO FAILURES
CORRECTED WITHIN 30 DAYS.—No civil money
penalty shall be imposed under this para-
graph on any failure if such failure was due
to reasonable cause and not to willful ne-
glect, and such failure is corrected during
the 30-day period beginning on the first day
any of the persons against whom the penalty
would be imposed knew, or exercising rea-
sonable diligence would have known, that
such failure existed.

(D) ADMINISTRATIVE REVIEW.—

(i) OPPORTUNITY FOR HEARING.—The person
assessed shall be afforded an opportunity for
hearing by the Secretary upon request made
within 30 days after the date of the issuance
of a notice of assessment. In such hearing
the decision shall be made on the record pur-
suant to section 554 of title 5, United States
Code. If no hearing is requested, the assess-
ment shall constitute a final and
unappealable order.

(ii) HEARING PROCEDURE.—If a hearing is re-
quested, the initial agency decision shall be
made by an administrative law judge, and
such decision shall become the final order
unless the Secretary modifies or vacates the
decision. Notice of intent to modify or va-
cate the decision of the administrative law
judge shall be issued to the parties within 30
days after the date of the decision of the
judge. A final order which takes effect under
this paragraph shall be subject to review
only as provided under subparagraph (D).

(E) JUDICIAL REVIEW.—

(i) FILING OF ACTION FOR REVIEW.—ANy per-
son against whom an order imposing a civil
money penalty has been entered after an
agency hearing under this paragraph may
obtain review by the United States district
court for any district in which such person is
located or the United States District Court
for the District of Columbia by filing a no-
tice of appeal in such court within 30 days
from the date of such order, and simulta-
neously sending a copy of such notice be reg-
istered mail to the Secretary.

(ii) CERTIFICATION OF ADMINISTRATIVE
RECORD.—The Secretary shall promptly cer-
tify and file in such court the record upon
which the penalty was imposed.

(iif) STANDARD FOR REVIEW.—The findings
of the Secretary shall be set aside only if
found to be unsupported by substantial evi-
dence as provided by section 706(2)(E) of title
5, United States Code.

(iv) ApPPEAL.—ANYy final decision, order, or
judgment of such district court concerning
such review shall be subject to appeal as pro-
vided in chapter 83 of title 28 of such Code.

(F) FAILURE TO PAY ASSESSMENT; MAINTE-
NANCE OF ACTION.—

(i) FAILURE TO PAY ASSESSMENT.—If any
person fails to pay an assessment after it has
become a final and unappealable order, or
after the court has entered final judgment in
favor of the Secretary, the Secretary shall
refer the matter to the Attorney General
who shall recover the amount assessed by ac-
tion in the appropriate United States dis-
trict court.

(ii) NONREVIEWABILITY.—In such action the
validity and appropriateness of the final
order imposing the penalty shall not be sub-
ject to review.

(G) PAYMENT OF PENALTIES.—EXcept as oth-
erwise provided, penalties collected under
this paragraph shall be paid to the Secretary
(or other officer) imposing the penalty and
shall be available without appropriation and
until expended for the purpose of enforcing
the provisions with respect to which the pen-
alty was imposed.

(2) FEDERAL ENFORCEMENT ONLY IF NO EN-
FORCEMENT THROUGH STATE.—Paragraph (1)
shall apply to enforcement of the require-
ments of section 101, 102, or 103 (other than
section 103(e)) with respect to any entity
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which offers health insurance coverage and

which is an insurer or HMO regulated by a

State only if the Secretary of Health and

Human Services has determined that such

State has not provided for enforcement of

State laws which govern the same matters as

are governed by such section and which re-

quire compliance by such entity with at
least the same requirements as those pro-
vided under such section.

(3) NONDUPLICATION OF SANCTIONS.—In no
case shall a civil money penalty be imposed
under this subsection for a violation of this
subtitle for which an excise tax has been im-
posed under section 4980B of the Internal
Revenue Code of 1986 or for which a civil
money penalty has been imposed under the
authority provided under subsection (b).

(d) COORDINATION IN ADMINISTRATION.—The
Secretaries of the Treasury, Labor, and
Health and Human Services shall issue regu-
lations that are nonduplicative to carry out
this subtitle. Such regulations shall be is-
sued in a manner that assures coordination
and nonduplication in their activities under
this subtitle.

Subtitle B—Certain Requirements for Insur-
ers and HMOs in the Group and Individual
Markets

PART 1—AVAILABILITY OF GROUP
HEALTH INSURANCE COVERAGE
SEC. 131. GUARANTEED AVAILABILITY OF GEN-
ERAL COVERAGE IN THE SMALL
GROUP MARKET.

(a) ISSUANCE OF COVERAGE.—

(1) IN GENERAL.—Subject to the succeeding
subsections of this section, each insurer or
HMO that offers health insurance coverage
in the small group market in a State—

(A) must accept every small employer in
the State that applies for such coverage; and

(B) must accept for enrollment under such
coverage every eligible individual (as defined
in paragraph (2)) who applies for enrollment
during the initial period in which the indi-
vidual first becomes eligible for coverage
under the group health plan and may not
place any restriction which is inconsistent
with section 103(a) on an individual being a
participant or beneficiary so long as such in-
dividual is an eligible individual.

(2) ELIGIBLE INDIVIDUAL DEFINED.—In this
section, the term ‘‘eligible individual”
means, with respect to an insurer or HMO
that offers health insurance coverage to any
small employer in the small group market,
such an individual in relation to the em-
ployer as shall be determined—

(A) in accordance with the terms of such
plan,

(B) as provided by the insurer or HMO
under rules of the insurer or HMO which are
uniformly applicable, and

(C) in accordance with all applicable State
laws governing such insurer or HMO.

(b) SPECIAL RULES FOR NETWORK PLANS AND
HMOs.—

(1) IN GENERAL.—IN the case of an insurer
that offers health insurance coverage in the
small group market through a network plan
and in the case of an HMO that offers health
insurance coverage in connection with such
a plan, the insurer or HMO may—

(A) limit the employers that may apply for
such coverage to those with eligible individ-
uals whose place of employment or residence
is in the service area for such plan or HMO;

(B) limit the individuals who may be en-
rolled under such coverage to those whose
place of residence or employment is within
the service area for such plan or HMO; and

(C) within the service area of such plan or
HMO, deny such coverage to such employers
if the insurer or HMO demonstrates that—

(i) it will not have the capacity to deliver
services adequately to enrollees of any addi-
tional groups because of its obligations to
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existing group contract holders and enroll-
ees, and

(i) it is applying this paragraph uniformly
to all employers without regard to the
claims experience of those employers and
their employees (and their beneficiaries) or
the health status of such employees and
beneficiaries.

(2) 180-DAY SUSPENSION UPON DENIAL OF COV-
ERAGE.—AnN insurer or HMO, upon denying
health insurance coverage in any service
area in accordance with paragraph (1)(C),
may not offer coverage in the small group
market within such service area for a period
of 180 days after such coverage is denied.

(c) SPECIAL RULE FOR FINANCIAL CAPACITY
LimMITS.—

(1) IN GENERAL.—AnN insurer or HMO may
deny health insurance coverage in the small
group market if the insurer or HMO dem-
onstrates to the applicable State authority
that—

(A) it does not have the financial reserves
necessary to underwrite additional coverage,
and

(B) it is applying this paragraph uniformly
to all employers without regard to the
claims experience or duration of coverage of
those employers and their employees (and
their beneficiaries) or the health status of
such employees and beneficiaries.

(2) 180-DAY SUSPENSION UPON DENIAL OF COV-
ERAGE.—AnN insurer or HMO upon denying
health insurance coverage in connection
with group health plans in any service area
in accordance with paragraph (1) may not
offer coverage in connection with group
health plans in the small group market with-
in such service area for a period of 180 days
after such coverage is denied.

(d) EXCEPTION TO REQUIREMENT FOR ISSu-
ANCE OF COVERAGE BY REASON OF FAILURE BY
PLAN TO MEET CERTAIN MINIMUM PARTICIPA-
TION OR CONTRIBUTION RULES.—

(1) IN GENERAL.—Subsection (a) shall not
apply in the case of any group health plan
with respect to which—

(A) participation rules of an insurer or
HMO which are described in paragraph (2)
are not met, or

(B) contribution rules of an insurer or
HMO which are described in paragraph (3)
are not met.

(2) PARTICIPATION RULES.—For purposes of
paragraph (1)(A), participation rules (if any)
of an insurer or HMO shall be treated as met
with respect to a group health plan only if
such rules are uniformly applicable and in
accordance with applicable State law and
the number or percentage of eligible individ-
uals who, under the plan, are participants or
beneficiaries equals or exceeds a level which
is determined in accordance with such rules.

(3) CONTRIBUTION RULES.—For purposes of
paragraph (1)(B), contribution rules (if any)
of an insurer or HMO shall be treated as met
with respect to a group health plan only if
such rules are in accordance with applicable
State law.
SEC. 132. GUARANTEED RENEWABILITY OF
GROUP COVERAGE.

(a) IN GENERAL.—EXxcept as provided in this
section, if an insurer or health maintenance
organization offers health insurance cov-
erage in the small or large group market, the
insurer or organization must renew or con-
tinue in force such coverage at the option of
the employer.

(b) GENERAL EXCEPTIONS.—AN insurer or
organization may nonrenew or discontinue
health insurance coverage offered an em-
ployer based only on one or more of the fol-
lowing:

(1) NONPAYMENT OF PREMIUMS.—The em-
ployer has failed to pay premiums or con-
tributions in accordance with the terms of
the health insurance coverage or the insurer
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or organization has not received timely pre-
mium payments.

(2) FRAUD.—The employer has performed
an act or practice that constitutes fraud or

made an intentional misrepresentation of
material fact under the terms of the cov-
erage.

(3) VIOLATION WITH PARTICIPATION OR CON-
TRIBUTION RULES.—The employer has failed
to comply with a material plan provision re-
lating to participation or contribution rules
in accordance with section 131(d).

(4) TERMINATION OF PLAN.—Subject to sub-
section (c), the insurer or organization is
ceasing to offer coverage in the small or
large group market in a State (or, in the
case of a network plan or HMO, in a geo-
graphic area).

(5) MOVEMENT OUTSIDE SERVICE AREA.—The
employer has changed the place of employ-
ment in such manner that employees and de-
pendents reside and are employed outside the
service area of the insurer or organization or
outside the area for which the insurer or or-
ganization is authorized to do business.

Paragraph (5) shall apply to an insurer or
HMO only if it is applied uniformly without
regard to the claims experience of employers
and their employees (and their beneficiaries)
or the health status of such employees and
beneficiaries.

(c) EXCEPTIONS FOR UNIFORM TERMINATION
OF COVERAGE.—

(1) PARTICULAR TYPE OF COVERAGE NOT OF-
FERED.—In any case in which a insurer or
HMO decides to discontinue offering a par-
ticular type of health insurance coverage in
the small or large group market, coverage of
such type may be discontinued by the in-
surer or organization only if—

(A) the insurer or organization provides
notice to each employer provided coverage of
this type in such market (and participants
and beneficiaries covered under such cov-
erage) of such discontinuation at least 90
days prior to the date of the discontinuation
of such coverage;

(B) the insurer or organization offers to
each employer in the small employer or
large employer market provided coverage of
this type, the option to purchase any other
health insurance coverage currently being
offered by the insurer or organization for
employers in such market; and

(C) in exercising the option to discontinue
coverage of this type and in offering one or
more replacement coverage, the insurer or
organization acts uniformly without regard
to the health status or insurability of par-
ticipants or beneficiaries covered or new par-
ticipants or beneficiaries who may become
eligible for such coverage.

(2) DISCONTINUANCE OF ALL COVERAGE.—

(A) IN GENERAL.—Subject to subparagraph
(C), in any case in which an insurer or HMO
elects to discontinue offering all health in-
surance coverage in the small group market
or the large group market, or both markets,
in a State, health insurance coverage may be
discontinued by the insurer or organization
only if—

(i) the insurer or organization provides no-
tice to the applicable State authority and to
each employer (and participants and bene-
ficiaries covered under such coverage) of
such discontinuation at least 180 days prior
to the date of the expiration of such cov-
erage, and

(ii) all health insurance issued or delivered
for issuance in the State in such market (or
markets) are discontinued and coverage
under such health insurance coverage in
such market (or markets) is not renewed.

(B) PROHIBITION ON MARKET REENTRY.—In
the case of a discontinuation under subpara-
graph (A) in one or both markets, the insurer
or organization may not provide for the issu-
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ance of any health insurance coverage in the
market and State involved during the 5-year
period beginning on the date of the dis-
continuation of the last health insurance
coverage not so renewed.

(d) EXCEPTION FOR UNIFORM MODIFICATION
OF COVERAGE.—At the time of coverage re-
newal, an insurer or HMO may modify the
coverage offered to a group health plan in
the group health market so long as such
modification is effective on a uniform basis
among group health plans with that type of
coverage.

PART 2—AVAILABILITY OF INDIVIDUAL

HEALTH INSURANCE COVERAGE
SEC. 141. GUARANTEED AVAILABILITY OF INDI-
VIDUAL HEALTH INSURANCE COV-
ERAGE TO CERTAIN INDIVIDUALS

WITH PRIOR GROUP COVERAGE.

(a) GoALs.—The goals of this section are—

(1) to guarantee that any qualifying indi-
vidual (as defined in subsection (b)(1)) is able
to obtain qualifying coverage (as defined in
subsection (b)(2)); and

(2) to assure that qualifying individuals ob-
taining such coverage receive credit for their
prior coverage toward the new coverage’s
preexisting condition exclusion period (if
any) in a manner consistent with subsection
b)(3).

( zl()))QUALIFYING INDIVIDUAL AND HEALTH IN-
SURANCE COVERAGE DEFINED.—In this sec-
tion—

(1) QUALIFYING INDIVIDUAL.—The term
“qualifying individual’” means an individ-
ual—

(A)(i) for whom, as of the date on which
the individual seeks coverage under this sec-
tion, the aggregate of the qualified coverage
periods (as defined in section 101(b)(3)(B)) is
18 or more months and (ii) whose most re-
cent prior coverage was under a group health
plan, governmental plan, or church plan (or
health insurance coverage offered in connec-
tion with any such plan);

(B) who is not eligible for coverage under
(i) a group health plan, (ii) part A or part B
of title XVIII of the Social Security Act, or
(iii) a State plan under title XIX of such Act
(or any successor program), and does not
have individual health insurance coverage;

(C) with respect to whom the most recent
coverage within the coverage period de-
scribed in subparagraph (A)(i) was not termi-
nated based on a factor described in para-
graph (1) or (2) of section 132(b);

(D) if the individual had been offered the
option of continuation coverage under a
COBRA continuation provision or under a
similar State program, who elected such cov-
erage; and

(E) who, if the individual elected such con-

tinuation coverage, has exhausted such con-
tinuation coverage.
In applying subparagraph (A)(i), the ref-
erence in section 101(b)(3)(B)(ii) to a 60-day
break in coverage is deemed a reference to a
60-day break in any coverage described in
section 101(b)(3)(B)(i).

(2) QUALIFYING COVERAGE.—

(A) IN GENERAL.—The term ‘‘qualifying
coverage’”’ means, with respect to an insurer
or HMO in relation to an qualifying individ-
ual, individual health insurance coverage for
which the actuarial value of the benefits is
not less than—

(i) the weighted average actuarial value of
the benefits provided by all the individual
health insurance coverage issued by the in-
surer or HMO in the State during the pre-
vious year (not including coverage issued
under this section), or

(ii) the weighted average of the actuarial
value of the benefits provided by all the indi-
vidual health insurance coverage issued by
all insurers and HMOs in the State during
the previous year (not including coverage is-
sued under this section),
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as elected by the plan or by the State under
subsection (c)(1).

(B) ASSUMPTIONS.—For purposes of sub-
paragraph (A), the actuarial value of benefits
provided under individual health insurance
coverage shall be calculated based on a
standardized population and a set of stand-
ardized utilization and cost factors.

(3) CREDITING FOR PREVIOUS COVERAGE.—
Crediting is consistent with this paragraph
only if any preexisting condition exclusion
period is reduced at least to the extent such
a period would be reduced if the coverage
under this section were under a group health
plan to which section 101(a) applies. In carry-
ing out this subsection, provisions similar to
the provisions of section 101(c) shall apply.

(c) OPTIONAL STATE ESTABLISHMENT OF
MECHANISMS TO ACHIEVE GOALS OF GUARAN-
TEEING AVAILABILITY OF COVERAGE.—

(1) IN GENERAL.—ANy State may establish,
to the extent of the State’s authority, public
or private mechanisms reasonably designed
to meet the goals specified in subsection (a).
If a State implements such a mechanism by
the deadline specified in paragraph (4), the
State may elect to have such mechanisms
apply instead of having subsection (d)(3)
apply in the State. An election under this
paragraph shall be by notice from the chief
executive officer of the State to the Sec-
retary of Health and Human Services on a
timely basis consistent with the deadlines
specified in paragraph (4). In establishing
what is qualifying coverage under such a
mechanism under this subsection, a State
may exercise the election described in sub-
section (b)(2)(A) with respect to each insurer
or HMO in the State (or on a collective basis
after exercising such election for each such
insurer or HMO).

(2) TYPES OF MECHANISMS.—State mecha-
nisms under this subsection may include one
or more (or a combination) of the following:

(A) Health insurance coverage pools or pro-
grams authorized or established by the
State.

(B) Mandatory group conversion policies.

(C) Guaranteed issue of one or more plans
of individual health insurance coverage to
qualifying individuals.

(D) Open enrollment by one or more insur-
ers or HMOs.

The mechanisms described in the previous
sentence are not an exclusive list of the
mechanisms (or combinations of mecha-
nisms) that may be used under this sub-
section.

(3) SAFE HARBOR FOR BENEFITS UNDER CUR-
RENT RISK POOLS.—In the case of a State that
has a health insurance coverage pool or risk
pool in effect on March 12, 1996, and that im-
plements the mechanism described in para-
graph (2)(A), the benefits under such mecha-
nism (or benefits the actuarial value of
which is not less than the actuarial value of
such current benefits, using the assumptions
described in subsection (b)(2)(B)) are deemed,
for purposes of this section, to constitute
qualified coverage.

(4) DEADLINE FOR STATE IMPLEMENTATION.—

(A) IN GENERAL.—Subject to subparagraph
(B), the deadline under this paragraph is
July 1, 1997.

(B) EXTENSION TO PERMIT LEGISLATION.—
The deadline under this paragraph is July 1,
1998, in the case of a State the legislature of
which does not have a regular legislative ses-
sion at any time between January 1, 1997,
and June 30, 1997.

(C) CoNsTRUCTION.—Nothing in this section
shall be construed as preventing a State
from—

(i) implementing guaranteed availability
mechanisms before the deadline,

(ii) continuing in effect mechanisms that
are in effect before the date of the enact-
ment of this Act,
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(iii) offering guaranteed availability of
coverage that is not qualifying coverage, or

(iv) offering guaranteed availability of cov-
erage to individuals who are not qualifying
individuals.

(d) FALLBACK PROVISIONS.—

(1) No STATE ELECTION.—If a State has not
provided notice to the Secretary of an elec-
tion on a timely basis under subsection (c),
the Secretary shall notify the State that
paragraph (3) will be applied in the State.

(2) PRELIMINARY DETERMINATION AFTER
STATE ELECTION.—If—

(A) a State has provided notice of an elec-
tion on a timely basis under subsection (c),
and

(B) the Secretary finds, after consultation
with the chief executive officer of the State
and the insurance commissioner or chief in-
surance regulatory official of the State, that
such a mechanism (for which notice was pro-
vided) is not reasonably designed to meet the
goals specified in subsection (a),

the Secretary shall notify the State of such
preliminary determination, of the con-
sequences under paragraph (3) of a failure to
implement such a mechanism, and permit
the State a reasonable opportunity in which
to modify the mechanism (or to adopt an-
other mechanism) that is reasonably de-
signed to meet the goals specified in sub-
section (a). The Secretary shall not make
such a determination on any basis other
than the basis described in subparagraph (B).
If, after providing such notice and oppor-
tunity, the Secretary finds that the State
has not implemented such a mechanism, the
Secretary shall notify the State that para-
graph (3) will be applied in the State.

(3) DESCRIPTION OF FALLBACK MECHANISM.—
As provided under paragraphs (1) and (2) and
subject to paragraph (5), each insurer or
HMO in the State involved that issues indi-
vidual health insurance coverage—

(A) shall offer qualifying health insurance
coverage, in which qualifying individuals ob-
taining such coverage receive credit for their
prior coverage toward the new coverage’s
preexisting condition exclusion period (if
any) in a manner consistent with subsection
(b)(3), to each qualifying individual in the
State, and

(B) may not decline to issue such coverage
to such an individual based on health status
(except as permitted under paragraph (4)).

(4) APPLICATION OF NETWORK AND CAPACITY
LIMITS.—Under regulations, the provisions of
subsections (b) and (c) of section 131 shall
apply to an individual in the individual
health insurance market under this sub-
section in the same manner as they apply
under section 131 to an employer in the small
group market.

(5) TERMINATION OF FALLBACK MECHANISM.—
The provisions of this subsection shall cease
to apply to a State if the Secretary finds
that a State has implemented a mechanism
that is reasonably designed to meet the goals
specified in subsection (a), and until the Sec-
retary finds that such mechanism is no
longer being implemented.

(e) CONSTRUCTION.—

(1) PrRemiums.—Nothing in this section
shall be construed to affect the determina-
tion of an insurer or HMO as to the amount
of the premium payable under an individual
health insurance coverage under applicable
state law.

(2) MARKET REQUIREMENTS.—

(A) IN GENERAL.—The provisions of sub-
section (a) shall not be construed to require
that an insurer or HMO offering health in-
surance coverage only in connection with a
group health plan or an association offer in-
dividual health insurance coverage.

(B) CONVERSION POLICIES.—AN insurer or
HMO offering health insurance coverage in
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connection with a group health plan under
subtitle A shall not be deemed to be an in-
surer or HMO offering an individual health
insurance coverage solely because such in-
surer or HMO offers a conversion policy.

(3) DISREGARD OF ASSOCIATION COVERAGE.—
An insurer or HMO that offers health insur-
ance coverage only in connection with a
group health plan or in connection with indi-
viduals based on affiliation with one or more
bona fide associations is not considered, for
purposes of this subtitle, to be offering indi-
vidual health insurance coverage.

(4) MARKETING OF PLANS.—Nothing in this
section shall be construed to prevent a State
from requiring insurer or HMOs offering in-
dividual health insurance coverage to ac-
tively market such coverage.

SEC. 142. GUARANTEED RENEWABILITY OF INDI-
VIDUAL HEALTH INSURANCE COV-
ERAGE.

(a) GUARANTEED RENEWABILITY.—Subject
to the succeeding provisions of this section,
an insurer or HMO that provides individual
health insurance coverage to an individual
shall renew or continue such coverage at the
option of the individual.

(b) NONRENEWAL PERMITTED IN CERTAIN
CASES.—AnN insurer or HMO may nonrenew or
discontinue individual health insurance cov-
erage of an individual only based on one or
more of the following:

(1) NONPAYMENT.—The individual fails to
pay payment of premiums or contributions
in accordance with the terms of the coverage
or the insurer or organization has not failed
to receive timely premium payments.

(2) FRAUD.—The individual has performed
an act or practice that constitutes fraud or
made an intentional misrepresentation of
material fact under the terms of the cov-
erage.

(3) TERMINATION OF COVERAGE.—Subject to
subsection (c), the insurer or HMO is ceasing
to offer health insurance coverage in the in-
dividual market in a State (or, in the case of
a network plan or HMO, in a geographic
area).

(4) MOVEMENT OUTSIDE SERVICE AREA.—The

individual has changed residence and resides
outside the service area of the insurer or or-
ganization or outside the area for which the
insurer or organization is authorized to do
business.
Paragraph (4) shall apply to an insurer or
HMO only if it is applied uniformly without
regard to the claims experience of employers
and their employees (and their beneficiaries)
or the health status of such employees and
beneficiaries.

(c) TERMINATION OF INDIVIDUAL Cov-
ERAGE.—The provisions of section 132(c) shall
apply to this section in the same manner as
they apply under section 132, except that any
reference to an employer or market is
deemed a reference to the covered individual
or the individual market, respectively.

(d) EXCEPTION FOR UNIFORM MODIFICATION
OF COVERAGE.—The provisions of section
132(d) shall apply to individual health insur-
ance coverage in the individual market
under this section in the same manner as it
applies to health insurance coverage offered
in connection with a group health plan in
the group market under such section.

PART 3—ENFORCEMENT
INCORPORATION OF PROVISIONS FOR

STATE ENFORCEMENT WITH FED-

ERAL FALLBACK AUTHORITY.

The provisions of paragraphs (1) and (2) of
section 104(c) shall apply to enforcement of
requirements in each section in part 1 or
part 2 with respect to insurers and HMOs
regulated by a State in the same manner as
such provisions apply to enforcement of re-
quirements in section 101, 102, or 103 with re-
spect to insurers and HMOs regulated by a
State.

SEC. 151.
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Subtitle C—Affordable and Available Health
Coverage Through Multiple Employer Pool-
ing Arrangements

SEC. 161. CLARIFICATION OF DUTY OF THE SEC-

RETARY OF LABOR TO IMPLEMENT
PROVISIONS OF CURRENT LAW PRO-
VIDING FOR EXEMPTIONS AND SOL-
VENCY STANDARDS FOR MULTIPLE
EMPLOYER HEALTH PLANS.

(a) RULES GOVERNING REGULATION OF MuUL-
TIPLE EMPLOYER HEALTH PLANS.—Subtitle B
of title I of the Employee Retirement In-
come Security Act of 1974 (as amended by
the preceding provisions of this title) is
amended by inserting after part 6 the follow-
ing new part:

“PART 7—RULES GOVERNING REGULA-
TION OF MULTIPLE EMPLOYER HEALTH
PLANS

“SEC. 701. DEFINITIONS.

““For purposes of this part—

‘(1) FULLY INSURED.—A particular benefit
under a group health plan or a multiple em-
ployer welfare arrangement is ‘fully insured’
if such benefit (irrespective of any recourse
available against other parties) is provided
by an insurer or a health maintenance orga-
nization in a manner so that such benefit
constitutes insurance regulated by the law of
a State (within the meaning of section
514(b)(2)(A))-

““(2) INSURER.—The term ‘insurer’ means an
insurance company, insurance service, or in-
surance organization which is licensed to en-
gage in the business of insurance in a State
and which is subject to State law which reg-
ulates insurance (within the meaning of sec-
tion 514(b)(2)(A)).

““(8) HEALTH MAINTENANCE ORGANIZATION.—
The terms ‘health maintenance organization’
means—

“(A) a Federally qualified health mainte-
nance organization (as defined in section
1301(a) of the Public Health Service Act (42
U.S.C. 300e(a))),

‘“(B) an organization recognized under
State law as a health maintenance organiza-
tion, or

““(C) a similar organization regulated under
State law for solvency in the same manner
and to the same extent as such a health
maintenance organization,

if it is subject to State law which regulates
insurance (within the meaning of section
514(b)(2)(A))-

“(4) MULTIPLE EMPLOYER HEALTH PLAN.—
The term ‘multiple employer health plan’
means a multiple employer welfare arrange-
ment which provides medical care and which
is or has been exempt under section
514(b)(6)(B).

“(5) PARTICIPATING EMPLOYER.—The term
‘participating employer’ means, in connec-
tion with a multiple employer welfare ar-
rangement, any employer if any of its em-
ployees, or any of the individuals who are de-
pendents (as defined under the terms of the
arrangement) of its employees, are or were
covered under such arrangement in connec-
tion with the employment of the employees.

‘“(6) SPONSOR.—The term ‘sponsor’ means,
in connection with a multiple employer wel-
fare arrangement, the association or other
entity which establishes or maintains the ar-
rangement.

“(7) STATE INSURANCE COMMISSIONER.—The
term ‘State insurance commissioner’ means
the insurance commissioner (or similar offi-
cial) of a State.

“SEC. 702. CLARIFICATION OF DUTY OF THE SEC-
RETARY TO IMPLEMENT PROVI-
SIONS OF CURRENT LAW PROVIDING
FOR EXEMPTIONS AND SOLVENCY
STANDARDS FOR MULTIPLE EM-
PLOYER HEALTH PLANS.

‘““(a) TREATMENT AS EMPLOYEE WELFARE
BENEFIT PLAN WHICH IS A GROUP HEALTH
PLAN.—
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“(1) IN GENERAL.—A multiple employer
welfare arrangement—

“(A) under which the benefits consist sole-
ly of medical care (disregarding such inci-
dental benefits as the Secretary shall specify
by regulation), and

““(B) under which some or all benefits are
not fully insured,
shall be treated for purposes of subtitle A
and the other parts of this title as an em-
ployee welfare benefit plan which is a group
health plan if the arrangement is exempt
under section 514(b)(6)(B) in accordance with
this part.

““(2) EXCEPTION.—INn the case of a multiple
employer welfare arrangement which would
be described in section 3(40)(A)(i) but solely
for the failure to meet the requirements of
section 3(40)(C)(ii), paragraph (1) shall apply
with respect to such arrangement, but only
with respect to benefits provided thereunder
which constitute medical care.

“(b) TREATMENT  UNDER
RULES.—

““(1) IN GENERAL.—The Secretary shall pre-
scribe regulations described in section
514(b)(6)(B)(i), applicable to multiple em-
ployer welfare arrangements described in
subparagraphs (A) and (B) of subsection
(a)(1), providing a procedure for granting ex-
emptions from section 514(b)(6)(A)(ii) with
respect to such arrangements. Under such
regulations, any such arrangement treated
under subsection (a) as an employee welfare
benefit plan shall be deemed to be an ar-
rangement described in section
514(b)(6)(B)(ii).

““(2) STANDARDS.—Under the procedure pre-
scribed pursuant to paragraph (1), the Sec-
retary shall grant an arrangement described
in subsection (a) an exemption described in
subsection (a) only if the Secretary finds
that—

““(A) such exemption—

‘(i) is administratively feasible,

““(ii) is not adverse to the interests of the
individuals covered under the arrangement,
and

““(iii) is protective of the rights and bene-
fits of the individuals covered under the ar-
rangement,

‘“(B) the application for the exemption
meets the requirements of paragraph (3), and

“(C) the requirements of sections 703 and
704 are met with respect to the arrangement.

““(3) INFORMATION TO BE INCLUDED IN APPLI-
CATION FOR EXEMPTION.—AN application for
an exemption described in subsection (a)
meets the requirements of this paragraph
only if it includes, in a manner and form pre-
scribed in regulations of the Secretary, at
least the following information:

“(A) IDENTIFYING INFORMATION.—The
names and addresses of—

(i) the sponsor, and

“(ii) the members of the board of trustees
of the arrangement.

‘“(B) STATES IN WHICH ARRANGEMENT IN-
TENDS TO DO BUSINESS.—The States in which
individuals covered under the arrangement
are to be located and the number of such in-
dividuals expected to be located in each such
State.

‘““(C) BONDING REQUIREMENTS.—Evidence
provided by the board of trustees that the
bonding requirements of section 412 will be
met as of the date of the application or (if
later) commencement of operations.

‘(D) PLAN DOCUMENTS.—A copy of the doc-
uments governing the arrangement (includ-
ing any bylaws and trust agreements), the
summary plan description, and other mate-
rial describing the benefits and coverage
that will be provided to individuals covered
under the arrangement.

‘“(E) AGREEMENTS WITH SERVICE PROVID-
ERS.—A copy of any agreements between the
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arrangement and contract administrators
and other service providers.

“(F) FUNDING REPORT.—A report setting
forth information determined as of a date
within the 120-day period ending with the
date of the application, including the follow-
ing:

“(i) RESERVES.—A statement, certified by
the board of trustees of the arrangement,
and a statement of actuarial opinion, signed
by a qualified actuary, that all applicable re-
quirements of section 705 are or will be met
in accordance with regulations which the
Secretary shall prescribe.

““(ii) ADEQUACY OF CONTRIBUTION RATES.—A
statement of actuarial opinion, signed by a
qualified actuary, which sets forth a descrip-
tion of the extent to which contribution
rates are adequate to provide for the pay-
ment of all obligations and the maintenance
of required reserves under the arrangement
for the 12-month period beginning with such
date within such 120-day period, taking into
account the expected coverage and experi-
ence of the arrangement. If the contribution
rates are not fully adequate, the statement
of actuarial opinion shall indicate the extent
to which the rates are inadequate and the
changes needed to ensure adequacy.

““(iii) CURRENT AND PROJECTED VALUE OF AS-
SETS AND LIABILITIES.—A statement of actu-
arial opinion signed by a qualified actuary,
which sets forth the current value of the as-
sets and liabilities accumulated under the
arrangement and a projection of the assets,
liabilities, income, and expenses of the ar-
rangement for the 12-month period referred
to in clause (ii). The income statement shall
identify separately the arrangement’s ad-
ministrative expenses and claims.

““(iv) COSTS OF COVERAGE TO BE CHARGED
AND OTHER EXPENSES.—A statement of the
costs of coverage to be charged, including an
itemization of amounts for administration,
reserves, and other expenses associated with
the operation of the arrangement.

““(