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EXECUTIVE SUMMARY

The Health Services Commission began its task of ranking
health services in the fall of 1989. Each Commissioner

understood that such a task had never before been done but | H uﬁdre'ds of -

met the challenge with eagerness albeit with some trepidation. volunteers
contributed
The Commission sought the involvement of the general public thousands of hours.

in developing the methodology and collecting health-related
values. Public hearings were held throughout Oregon; a
telephone survey was done; and, community meetings were
conducted on behalf of the Commission by Oregon Health
Decisions. Oregon’s health care providers responded to the
Commission’s call for assistance with healthy skepticism and
with a spirit of excitement. They saw an opportunity to expand
access to health care for Oregonians and participate in
something that had never been tried.

After months of work and hundreds of volunteers contributing
thousands of hours, the Commission has completed the first
prioritized list of health services. The ranking of the health
services in the list is responsive to public values and
incorporates experience-based information on treatment
effectiveness. The Commission recommends the prioritized
list as the basis for the benefit package of the Oregon Basic
Health Services Act. The prioritized list with actuarial pricing is
included in this report in Appendix J.

In the accompanying report, the Commission has described its
inception, organization and methodology in detail. Discussion
has also been included about further study and contributions
have been made by the Office of Medical Assistance Programs
(OMAP) concerning program delivery and actuarial analysis.

Chapter 7 contains reflections of the Commissioners about the

road they have traveled to produce this pioneering effort and
their recommendations.
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: r%:mfr nore
" funds for investment in
Oregon's medical
-assistance programs.

smumendations are-especially significant in the
ami Jm@rpretauon of the prieritized list:

) m@fit package be fu:nded which includes all™ services in
‘ @games sonsidered essential and most of those
i cmfxsxdered wwery important; and,

B) Ménta‘l health and chemical dependency services be
“ Yintegrated in a single prioritized list of heaith services for
1993-95 implementation.

“The Commission defined basic health care as “a floor beneath

_ h'. no person should fall.” This definition is expanded by the
* “idéntification of three areas of health service categorxes on the
pri zz'ed Iist which are termed:

R

1) “Eséential
2) Very Important

) "1-'3) aluable te Certain Individuals but Significantly Less
+Likely to.Be Cest—effectwe or to Produce Substantial
L@ngwtﬂrm ‘Gain

The ¢ag‘t@g01’ies of “essential” and “very important” are critical
to basic health care. All of the “Essential” categories must be
funded. They are categories of health services such as
preservation of life, maternity care, preventive care for children
and adults, reproductive services, and comfort care. These
services are effective, contribute to quality of life, give good
value for the.dollar and demonstrate community compassion
for those who are terminally ill. These services are responsive

. to the community expressxons of health values and concerns.

" The “very important” categories must also be funded. These

categories comprise treatment which is effective and improves
quality of life.

*Not all services in categories deemed "essential” are ranked contiguously
(i.e., not all line items classified as Category 3, for examptle, will be grouped
together). Due to Commission judgment, some line items were moved to
"outlier” positions of greater or lesser importance than their category rank.

.?:S\s‘
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Funding of “essential” and “very important’: will qzvmduc:e»a
minimum health benefits package. However1 tha ‘Comprission’s
definition of basic health care is from a societal perspective
rather than the individual’s perspective. What is esséntialifor
the overall well-being of society may not meet the. desires of
specific individuals. Responding to the needs ofboth soc1ety
and the individual may mean earmarking more funds:for. o 1
investment in Oregon’s medical assistance pmgrams than has
previously been the case. :

The second recommendation significant to the interpretation of
the prioritized list is integration of mental health and ¢hérnical
dependency services with all other health services--an example
of the integrated list can be found in Appendix H. The
Commission will bring a total list of health services to the
Legislature in 1992 and recommends Jmplementatlon in the
1993- 95 biennium.

Integration of all health services in one prioritized-list from
which is drawn a basic health care package is of utmost
importance. Integration recognizes the inseparability of mind
and body and the interaction between physical and mental
function. Including mental health and chemical dependericy
services in basic health care is responsive to Oregonians’
expression of an important need. '

The Commission also recommended to the Leglslature
(Detall on each can be found in Chapter 7)

» Addressing the gap in mental health and chemical N
dependency coverage for the participants in the state-
sponsored insurance pools until such time as the integrated

health services list is implemented. , - o TRE-WOrkG

« Enacting legislation which will allow the Commission to
make technical revisions to the prioritized list other than
-those which may be included in the mandated biennial
report.

» Funding the Commission at a level adequate to support
further study described in Chapter 6.

. Considering the representation from the fields of mental
health and chemical dependency on the Commission.

XV
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' Wio Avé thé Uninsured?

A 1986 survey done by Oregon’s State Health Planning and
Develgpment Agency (now the Office of Health Policy) is the
most recent detailed information concerning Oregon’s
uninsured. A brief description of that information relevant to
Senate Bill 27 follows [P-1]:

- --- Sixteen (16) percent of households where the head is under
65 years old are estimated to be completely uninsured. This
figure is extrapolated to about 350,000 individuals [400,000
in 1991] who do not have access to private or public
(Medicaid/Medicare) insurance.

--- Uninsured household heads and spouses are less likely than
* insyreds to see a doctor. Yet, uninsured who do see a
- doctor make a greater number of visits than insureds in the
same time period.
~--- The average out-nf-pocket expenditure for hospitalization is
higher among the uninsured.

The uninsured tend to be younger, single, less educated, low in
financial status and unemployed or marginally employed. The
uninsured are less likely to have a regular source of care and
more likely to report delaying needed care because of cost.
They are more likely to report disabling medical conditions and
to experience more days away from work or usual activities
because of illness.

Goal of Senate Bill 27

The goal of Senate Bill 27 is to provide people with access to
health care who have been previously unable to access private
or public insurance programs. In this way, Oregonians are
likely to become healthier and more productive.

Expansion of income eligibility for the Medicaid program is
expected to reach about one-third of Oregon’s uninsured.
This figure is estimated to be 118,200 Oregonians who are
newly eligible families with children and adults of working age.
[P-2]

xviii



Senate Bill 27 specifies mechanisms which enable, expansm,n of
service with limited resources: prioritization of health'services
and managed care. The legislation states:

a list of health services ranked by prlonty, from
the most important to the least important, -~
representing the comparative benefits of each =~ 7/
service to the entire population to be served.

[And, Oregon’s Office of Medical Assistance .
Programs] shall execute prepaid managed care =
health services contracts . . . [wherever there are .
qualified provider entmes] [P-3]

Prioritization of health services is based on service effectiveness
and the values of Oregon’s residents determined in a-
community meeting process. Those services least-effective and
least valued are those ranked lower and are less likely to be
funded than those more effective and more highly valued. The
Oregon Legislature will determine the funding level based on
revenue available for health services.

Senate Bill 27 excludes from prioritization health services for
selected groups of people. The result is continuation of the
current Medicaid package for:

-- the aged, blind and disabled
-- adults in official custody or residing in an institution
-- children who are wards of the Children’s Services Division

The accompanying report addresses the organization of the
Health Services Commission, the methodology employed in
effecting a prioritization of health services, issues relating to
mental health care and chemical dependency, actuarial analysis,
implementation issues, subjects for further study, and
recommendations.



CHAPTER 1

ORGANIZATION AND PROCESS DESIGN

Abstract  The Health Services Commission decided the most effective way to
approach its task of ranking health services was to create subcommittees. The
work of the subcommittees was determined by the language of the law and from

a perspective that quality of life and benefit of service should be important ele-
ments in determining priority.

Three subcommitiees were created at the beginning of the Commission’s work:
Social Values, Health Outcomes, and Mental Health Care and Chemical De-
pendency. The Alternative Methodology and Ancillary Services Subcommittees
were formed as the methodology evolved,



COMMISSION STRUCTURE

The Legislature required that the Commission be volunteer
and representative of health care providers and consumers.
The eleven (11) member Commission consists of “five
physicians licensed to practice medicine in this state who have
clinical expertise in the general areas of obstetrics, perinatal,
pediatrics, adult medicine, geriatrics or public health. One of
the physicians shall be a doctor of osteopathy. Other members
shall include a public health nurse, a social services worker, and
four consumers of health care.” [1-1] (See Appendix B.)

BUDGET AND STAFFING

The Commission’s work began with a biennial budget of
$347,560. It soon became apparent that this was an insufficient
sum considering the scope of the project. The scope is
demonstrated by the number of public hearings planned,
mailing and report costs, and the number of Commission and
subcommittee meetings necessary. An additional $217,796 was
added to the budget in early 1990. Even so, the project’s
success hinged upon the contribution of thousands of hours of
work and counsel by Oregon’s health care providers, Oregon
Health Decisions, Oregon Fair Share, the Oregon Health
Action Campaign, and the Oregon Medical Association--to
name a few.

At maximum, six staff worked with the Commission. They
provided support in the areas of methodology design and
analysis, database development, data element identification and
collection, survey design and interpretation, statistical analysis,
and coordination of volunteers and supporting organizations.
Two of the staff were hired on a short-term basis to do
literature research on medical outcomes and ethical and
resource allocation issues. '



- The Commissioners began their task with no existing work to

Social values must
be integral to the
process.

EVOLUTIONARY NATURE OF THE WORK

TN

guide them and no pre-existing ideas on how it might be
successfully accomplished. They took direction from Senate
Bill (SB) 27 in that they knew:

-- a comprehensive list of health services had to be developed
which would be detailed enough that benefit packages could
be expanded and contracted with changing economic
conditions;

-- the public and providers had to be involved; and,

-- the ranking of the list must reflect the comparative benetits
of health services.

With this understanding, the Commission decided that health
treatment effectiveness data as well as social values must be
integral parts of the process and that effectiveness should be
determined on a condition/treatment basis. However, they had
no ideas as to how to incorporate this information into a
prioritization methodology.

PRIORITIZATION APPROACHES

The Commission reviewed international health care systems,
the Oregon Medicaid priority-setting project, changes occurring
in other states, and three measurement systems of health and
well-being as potential approaches to constructing a
methodology for ranking health services.

International health care systems

A cursory review of health care systems in Canada, Great
Britain, Japan, Sweden and West Germany was undertaken
with the knowledge that each guarantees a level of health care
for all its citizens. Because every country has limited resources,
the hope was that one of the studied countries had a system the
Commission could adapt for its purpose.



All of these countries prioritize health care by service
limitation. Limitation is achieved through queues and limited
benefits and service availability. [1-2] The Commission decided
that while laudable in many respects, none of the systems met
the requirements of its charge.

Oregon Medicaid Priority-Setting Project

The Oregon Medicaid Priority-Setting Project (MPP) [1-3] was
undertaken in early 1989 as a precursor to the Health Services
Commission’s ranking of health services. These projects must
not be confused with one another.

The MPP separated health services into ten groupings. It
assigned a rank from one to ten to each health service within
each grouping. Ten signified the most valuable services while
one signified the least valuable. The result was ten levels of
service with the majority of services ranked in level number 10.

The MPP offered many insights into the problem of
prioritization. However, the process was not done in sufficient
detail to allow prioritization of distinct services.

Other States

Many states are investigating ways to curtail and contain health
care costs. Alaska is the only one which has attempted ranking
services.

Alaska has adopted an “elimination” list. Should the cost of
medical assistance exceed available resources, categories of
health services can be eliminated.[1-4] This system does not
discriminate between effective and ineffective services nor does
it take public values directly into account.

Other states which have recently received attention for related
efforts include Washington, California, New York and
Massachusetts. They do not rank services but do attempt to
contain costs. [1-5,1-6,1-7,1-8] Hawaii limits the number of
visits included in a health care package. [1-9] For example,
mental illness and alcohol or drug dependence care i$ covered
but visits may not exceed three per year.



The Commission
looked for a method
which would include
treatment
effectiveness.

Measurement methods

Several methods have been developed to try to measure how
people feel about their health. These measures may focus on
pre- and post-treatment to try to understand the non-clinical
impact of treatment. Conversely, some measures focus on the
clinical assessments of the likelihood of successful treatment.
The Commission reviewed four methods. It hoped one might
serve as a starting point for developing a ranking system which
would include treatment effectiveness and quality of life.

Hadorn classifications were developed by David C. Hadorn,
M.D., from the University of Colorado. The system, as
reviewed by the Health Services Commission late in 1989,
placed medical treatments in categories related to productive
outcomes based on a value system. For example:

Treatment of medical conditions when a
reasonable likelthood exists for increasing
expected untreated life span by greater than five
years or significantly enhancing quality of life.
Typical examples are some treatments for certain
types of cancer (radiation therapy,
chemotherapy), gall bladder surgery for
appropriate candidates and kidney dialysis. {1-10}

This classification system focuses on medical outcomes and
does not incorporate public values.

Rand's method was rejected early in the evaluation process
because the measure consists of a set of booklets each of which
is specific to a particular condition (e.g., acne, anemia). The
Commission required a measure of total health state. [1-11]

The Sickness Impact Profile (SIP) from the University of
Washington is a questionnaire which assesses dysfunction. It
makes 136 queries to determine dysfunction. It does not
include relative importance of the dysfunctions to the
respondent and does not include a valuation of an individual’s
total health state. [1-12]

The Quality of Well-Being (QWB) Scale was developed by Dr.
Robert M. Kaplan, from the University of California at San
Diego. This measurement involves a survey which assesses an



individual’s total health state or quality of well-being.
Assessment is done be measuring mortality, morbidity and
return to former health state by asking for values for 25
symptoms and three functional impairment scales. [1-13]

The QWB Scale was chosen as a springboard for the
Commission’s methodology because of:

. measurability of treatment effectiveness and individual
values;

. completeness in incorporating both mental and physical
health;

... brevity and ease of administration;

. validation through use by the National Center for Health
Statistics;

. existing value measurements with which to compare
Oregon’s results; and,

. flexibility to accommodate the Commission’s evolving
methodology.

SUBCOMMITTEES

The Commission divided its task into three major areas: health
outcomes and comparative benefits, social values, and mental
health care and chemical dependency. As the three
subcommittees worked to develop and test a methodology, it
became clear that two more subcommittees were necessary:
Ancillary Services and Alternative Methodology. (See Figure 2)

Bill Gregory, Chairman of the Commission, named the
subcommittee chairs:

‘Health outcomes......ovviivins Harvey Klevit, M.D.

-50cial VAIUES....ovvuvirieesrsnscsnrvinenes Yayoe Kuramitsu, M.S.W.

-‘Mental health care and .
chemical dependency.....oeueree. Donalda Dodson, R.N., M.P.H.

-Alternative methodology........... Rick Wopat, M.D.

*Ancillary SErvices.....mmimes Alan Bates, D.O.

The task was
divided into
social values,
health out-
comes, and
mental health
and chemical
dependency.



Figure 2. Organizational Chart

Governor

I Health Services Commission I

[ i i | i

Health Quicomes
Subcommittee

An objective system
to measure treatment
effectiveness.

Social Valuey
Subcommitiea

Mental Health Care Alternative
and Methodology
Chemicat Dependency Subcommittee

Ancliiary
Servica
Subcommittee

Subcommittee

Social Values Subcommittee

The Social Values Subcommittee determined that its goals were
the identification, collection and measurement of public values.
Its contribution to the Commission methodology included:

-- testimony received at the public hearings;

-- values generated in community meetings; and

-- data generated by the survey of Oregonians’ health-state
values.

Public hearings were intended to educate and collect public
values. The hearing participants could learn about the
prioritization project and the Commission could learn about the
health-related needs and problems of Oregonians (see
Appendix E).

Representatives of special interest groups, providers of health
services, and the general public provided testimony. The
testimony consisted of advocacy for more care and particular
services, a change in Oregon’s Medicaid system, universal
health care, and views on the appropriateness of prioritization
of health care. During these hearings, the subcommittee tested
drafts of attitude and service preference instruments intended
to collect health-related values. The tests provided guidance on
which instruments were most effective and resulted in revisions
of the instruments.

P

,’/"—\‘,



‘Community values More than 5,000 volunteer hours were
contributed by Oregon Health Decisions (OHD) and the SB 27
Community Meetings Advisory Committee to construct a
community meeting process.

The subcommittee had hoped that the meetings could be used
as a forum for conducting a survey to collect health state values,
obtain guidance as to peoples’ service preferences, and build
community consensus. OHD recommended that the process be
limited to consensus building due to the two-hour limitation of
the community meetings (see Appendix F).

Health-state values A telephone survey was developed to
collect quality-of-life information represented by symptoms and
functional impairment associated with illness. The resultant
data was developed into weights for use in a cost-benefit ratio
and net-benefit calculation in conjunction with data collected by
the Health Outcomes Subcommittee.

The subcommittee discussed at length ethical considerations
involved in decision-making. Discussion focused on how to
elicit representative public health care values. The people
attending community meetings and responding to the telephone
survey would need a clear understanding of the choices they
would be making (see Appendix C).

Health Outcomes Subcommittee

The subcommittee sought an objective system to measure
effectiveness of treatment. It believed age cohort rather than
population-wide data would be the most equitable basis for
measuring effectiveness and simultaneously developed a benefit
analysis and cost-benefit approach. This system functioned as a
way to measure treatment effectiveness for a given diagnosis
(condition/treatment pairs).

The cohort approach was based on the measurement of
treatment effectiveness for the people most likely to present
with a condition. For instance, “adolescent” is the cohort of
people presenting with Type I Diabetes Mellitus. The average
outcomes for this group of people are different from the
average outcomes for the entire age spectrum.



Appropriate and
necessary services
integral to treatment
success must be
included with the
ranked condition/
treatment pair,

The benefits analysis measures effectiveness based on quality of
life represented by rates of morbidity, mortality and return to
former state of health. The addition of cost of treatment
provides a measure of the efficiency of the treatment.

Outcomes research  Data collection began with an attempt to
review medical research literature. it became apparent this
approach was unwieldy and counterproductive because of the
“shelf-life” of the data and a lack of conclusive studies of
effectiveness. The Commission concluded that selective
literature searches would be made on those areas of practice
for which there is known, relevant research to corroborate or
supplement Oregon-based information.

Provider judgments The subcommittee solicited testimony
from health care providers. Clinical outcomes of condition/
treatment pairs, as seen in the Oregon experience, was
gathered from allopathic and non-allopathic providers. The
Mental Health Care and Chemical Dependency (MHCD)
Subcommittee collected data on MHCD condition/treatment
pairs. |

Conditions were segregated by practice specialty using ICD-9
(Intemational Classification of Disease)[1-14] and DSM-III-R
(Diagnostic and Statistical Manual of Mental Disorders) [1-15]
codes. Professional organizations and specialists from a wide
range of disciplines were asked what services they provide for
each diagnosis and the spectrum of results of treating or not
treating. For example:

Condition (Diagnosis) - Service (Treatment)
ICD-9: 182 CPT-4: 58150
Uterine Cancer Hysterectomy
DSM-III-R: 295.18-.95 CPT-4: 90220,
Schizophrenia 90800-90899

Medical/ psychotherapy

A data collection form was developed to facilitate provider
presentation of data in a format compatible with the
Commission’s methodology (see Appendix D). This
information included the expected outcomes of condition/
treatment pairs as well as the probability of each outcome at
five years after onset,

10



Mental Health Care and Chemical Dependency Subcommittee

The MHCD Subcommittee was mandated by Senate Bill 27 to
assist the Commission with the prioritization of MHCD
services. It is unique in that it has only one Commission
member, the chair. Its membership is twelve, evenly divided
between representatives from mental health and from chemical

dependency, including a mix of providers and consumers (see
Appendix B).

The legislation required the subcommittee’s work to be
reported to the Sixty-Sixth Legislature (1991). The Commission
was scheduled to report March 1, 1990. Consequently, the first
list of prioritized health services would not include MHCD
services. Even so, the subcommittee chose to participate in the
creation of the prioritized list of health services rather than
create a different methodology. In this way, they could learn if
MHCD services could reasonably be ranked and if the system
applied to other health services would treat MHCD services
equally well.

Alternative Methodology Subcommittee

Once the Commission gained experience with the outcomes
data collected from health care providers and community and
health-state values had been gathered, it became clear that a
ranking based on benefit or a cost-benefit ratio did not
comprehensively reflect public values. Another factor that had
become increasingly troublesome was how to position those
services which are not condition/treatment pairs systematically’
and objectively. Services such as education and prevention are
not treatments for diagnoses so data comparable to that of the
condition/treatment pairs could not be gathered.

At this point, the Commission decided to create a
subcommittee which would look for a system which would work
in conjunction with the net-benefit and cost-benefit concept.
Possibilities included: Hadorn’s classification system; relying on
Commission judgment as guided by the public hearings,
community meetings, and survey data; and, a system of ranking
service classifications.

11



Ancillary Services Subcommittee

The Commission agreed at the beginning of its deliberations that
appropriate and necessary services not generally described as
treatments or therapies but integral to the successful treatment
of a condition be incorporated in the treatment component of
the condition/treatment pair being ranked. The Commission felt
it important to list those services which they felt were imperative
to quality care in the SB 27 demonstration program (see
Appendix J).

TIMELINES

The Commission began its task in September of 1989 with the
goal of reporting to the Joint Legislative Committee on Health
Care by March 1, 1990 as specified by law. The Commission’s
effort to meet that deadline involved an ambitious schedule of:

-- public hearings;

-- community meeting;

-- Commission and subcommitiee meetings;

-- health care provider meetings;

-- telephone survey of health-state values; and,
-- expert reaction to the proposed methodology.

The schedule was not kept. By early spring, methodology testing
was just beginning and outcomes data were incomplete. The
Joint Legislative Committee on Health Care granted an
extension to July of 1990. As July neared, it became evident that
substantially more time was needed to complete the outcomes
database and test the methodology.

The Commission and the Joint Legislative Committee concurred
that prioritization of health services was too great a task to be
accomplished in the time frame allotted. The choice was
between presenting a prioritized list with incomplete information
or evolving a methodology which would represent service
effectiveness and Oregonians’ values. The first option was
unacceptable. A decision was made to report to the Legislature
in 1991. |

12



CHAPTER 2

METHODOLOGY: A COMBINATION
OF VALUES AND DATA

Abstract  The prioritization methodology uses data and values. Data were
supplied by health care providers. Values were contributed by the general public
through public hearings, in community meetings, in a telephone survey, and by
the Commissioners. This information was integrated in a three-step process:

STEP 1 -- creation and ranking of health service categories and classification of
services; :

STEP 2 -- generation of net-benefit used to rank condition/treatment pairs
within health service categories; and,

STEP 3 -- Commission judgement used in creating the methodology and making
adjustrments to the prioritized list of health services.

13



Senate Bill (SB) 27 (see Appendix A) directs the Health
Services Commission to develop “a list of health services
ranked by priority from the most important to the least
important....” {2-1] Determining what information would be
required, how it would be gathered, and how the information
would be used in prioritization was a long and carefully
considered process. . '

There were no established methods for ranking health services,
so the Commission began to try possibilities with the idea of

adapting several methods to fit the task required by the statute.

The first method to be tried was cost-benefit with a quality of
life component. Development of the components of a cost-
benefit ratio was deceptively simple. Their complexity surfaced
as work progressed and as modifications were made. After
repeated testing, it was clear that a straight cost-benefit
measure (as defined by the Commission) was not sufficient. A
second approach, ranking categories of health services, was
developed which allowed the Commission to take into account
the full range of values expressed at community meetings and
public hearings. The ranked categorization of health services
resulted in a draft prioritized list which was a marked
improvement over cost-benefit. However, the problem
remained of how to rank services within their assigned
categories.

In the final analysis, the ranked categorization of health services
in conjunction with the net benefit component of the cost-
benefit ratio defined the draft list of prioritized health services.
Commission judgement played a significant role in refining the
final list found in Appendix J.

This chapter confines itself to discussion of the final
methodology used to rank health services. A detailed
discussion of cost-benefit and other components in the
development of the prioritization methodology can be found in
Appendices C through G.
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COMMISSION DEFINITIONS
Health Service

A health service is defined as “an intervention related to a
specific condition expected to maintain and/or restore an
individual’s health or well-being. Each health service listed is
presumed to include all necessary ancillary and supportive
services.” This definition includes services which are not
treatments for diagnoses but interventions characterized by
prevention, screening, and comfort care. Ancillary services are
those not generally described as treatments or therapies but are
integral to an intervention’s success (e.g., laboratory services,
prescription drugs, hospital services). (See Appendix J.)

Condition/Treatment Pair

Ranking treatments or conditions exclusive of one another is
not logical because the effectiveness of treatment is apparent
only when enlisted in the course of treatment for a condition.
From that reasoning was borne the concept of rankmg
condition/treatment pairs.

Diagnostic-related groups (DRGS) were considered as a source
of identification. They were rejected because they do not
include outpatient therapies, are too broad, and may consist of
co-morbidities which the Commission did not have the time to
evaluate.

ICD-9 [2-2] and DSM-III-R [2-3] codes were used to specify
diagnoses. They are accepted as the standard by the health
care community internationally.

CPT-4 codes (Physicians' Current Procedural Terminology,
Fourth Edition)[2-4] were used to identify treatments and
procedures because they are currently in use by Medicaid in
Oregon. If dental work is funded by the legislature and as a
result becomes part of the SB 27 Medicaid package, the codes
used by the American Dental Association will be incorporated
as part of implementation.

ICD-9, DSM-III-R and CPT-4 codes number to the thousands.
To reduce the list to a manageable number and preserve
continuity of care, condition/treatment pairs were grouped.
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"This was done when services provided for similar conditions
had similar expected costs and benefits (e.g., open shaft
fractures of the bone). This is also true for conditions requiring
different treatments for different stages of illness or differences

in severity of illness (e.g., breast cancer). Every patient will

have the opporiunily

The Commission wants to preserve the ability of the patient, for a diagnosis

with the doctor’s advice, to decide course of treatment.

However, it believes it is important to rank options separately
when cost effectiveness of one treatment shows a clear
advantage over another.

ORDER OF PRIORITIZATION

Every patient will be allowed a diagnosis of presenting
condition and recommendation of appropriate service.
Whether treatment for the diagnosed condition is reimbursable
by Medicaid will be subject to the extent the legislature funds
the bist of health services.

Figure 3 is a diagram of the Commission methodology divided
into three steps:1) categorization and ranking of health service

categories; 2) net-benefit; and 3) Commission judgement.

Figure 3. Three-Step Methodology.

Step 1:

Step 2; Final
Ranked Net- Commision list of
categorization benefit ludgement prioritized
health
services
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The prioritized list is headed by the opportunity for diagnosis
and comprises condition/treatment pairs and services (see
Appendix J). The list of 709 health services and condition/
treatment pairs identifies service category only by number
(1-17) and does not include net-benefit described later in this
chapter.

STEP 1: HEALTH SERVICE CATEGORIES AND THEIR
RANKING

Seventeen (17) categories of health services were determined
by the Commission. The remaining categories are groupings of
condition/treatment pairs which are acute or chronic and are
further characterized by being fatal or non-fatal (e.g., chronic
nonfatal, one-time treatment improves quality of life). The
categories are ranked from most to least important.

1. Acute Fatal, treatment prevents death with full recovery:
appendectomy for appendicitis; repair of deep, open wound
in neck; medical therapy for myocarditis.

2. Maternity Care, including most disorders of the newborn:
obstetrical care for pregnancy.

3. Acate Fatal, treatment prevents death without full recovery:
surgical treatment for head injury with prolonged loss of
consciousness; medical therapy for acute bacterial
meningitis; reduction of an open fracture of a joint.

4. Preventive Care for Children: immunizations; medical
therapy for streptococcal sore throat and scarlet fever--
reduce disability, prevents spread; screening for specific
problems such as vision or hearing difficulties or anemia.

5. Chronic Fatal, treatment improves life span and quality of
life: medical therapy for Type I Diabetes Mellitus; medical
and surgical treatment for treatable cancer of the uterus;
medical therapy for asthma.

6. Reproductive Services, excludes maternity and infertility
services: contraceptive management; vasectomy; tubal
ligation.

7. Comfort Care, palliative therapy for conditions in which
death is imminent.

8. Preventive Dental Care, adults and children: cleaning and
fluoride applications.

18



10.

11.

12.

13.

14.

15.

16.

17.

Proven Effective Preventive Care for Adults: mammograms;
blood pressure screening; medical therapy and
chemoprophylaxis for primary tuberculosis.

Acute Nonfatal, treatment causes return to previous health
state: medical therapy for acute thyroiditis; medical therapy
for vaginitis; restorative dental service for dental caries.

Chronic Nonfatal, one-time treatment improves quality of
life: hip replacement; laser surgery for diabetic retinopathy;
medical therapy for rheumatic fever.

Acute Nonfatal, treatment without return to previous health
state: relocation of dislocated elbow; arthroscopic repair of
internal derangement of knee; repair of corneal laceration.

Chronic Nonfatal, repetitive treatment improves quality of
life: medical therapy for chronic sinusitis; medical therapy
for migraine; medical therapy for psoriasis.

Acute Nonfatal, treatment expedites recovery of self-
limiting conditions: medical therapy for diaper rash; medical
therapy for acute conjunctivitis; medical therapy for acute
pharyngitis.

Infertility Services: medical therapy for anovulation;
microsurgery for tubal disease; in-vitro fertilization.

Less Effective Preventive Care for Adults: dipstick
urinalysis for hematuria in adults less than 60 years of age;
sigmoidoscopy for persons less than 40 years of age;
screening of non-pregnant adults for Type [ Diabetes
Mellitus.

Fatal or Nonfatal, treatment causes minimal or no
improvement in quality of life: repair fingertip avulsion that
does not include fingernail; medical therapy for gallstone
without cholecystitis; medical therapy for viral warts.

Category Ranking Process

To begin, each Commissioner gave a relative weight from zero
to 100 to the attributes of:

-- value to society;
-- value to an individual at risk of needing the service; and,

-- essential to a basic health care package.
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These attitudes are reflections of values designated in the

" community meetings (see page 21). In addition to weighting
the attributes, the Commissioners assigned scores of 1 to 10 (10
being the best) to each of the health service categories.

The Commissioners rated each category three separate times:
once on the basis of value to society; once on the basis of value
to an individual at risk of needing the service; and, once on the
basis of whether that category of service was essential to a basic
health care package. Each time a Commissioner addressed a
category, a number from 1 to 10 was assigned to each category.

Example:

A Commissioner might have assigned a 10 1o infertility
services based on “value to an individual;” a 2 based on
“value to society;” and, a 1 based on “essential to a basic

health care package.”

A modified Delphi technique (see Appendix G) aided the
Commission in arriving at consensus. Before a final ranking
was determined for each of the categories, the Commissioners
reviewed their 1 to 10 scoring to see if there were major
discrepancies between their numbers and the numbers of the
other Commissioners. This process afforded the
Commissioners the chance to change their scoring or argue for
a higher or lower score.

Staff applied the weights of the attributes to the 1 to 10 scoring.
Then staff summed the weighted scores (11 scores--one score
per Commissioner) for each category and averaged the result.

11
{y Attribute weight (1-100) x Service category rating (1-10 )
11 Commissioners

Assignment to Categories

Placement of a condition/treatment pair in a category
depended first on whether the condition was chronic or acute.
The Commission’s physicians decided which conditions are
never completely cured and those for which treatment does
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cure. The Commission classified condition/treatment pairs as
acute or chronic. This work was reviewed by the health care
providers who had contributed data on treatment effectiveness.

Staff devised a computer algorithm to sort chronic and acute
conditions into the previously defined health services categories
by degrees of fatality and improvement in quality of life. Fatal
is defined as a one percent or greater chance of death without
treatment. Recovery from a fatal condition depends on a
reduction of mortality by at least 25 percent five years after
treatment and measures of quality of life (see Appendix H).
The Commissioners reviewed the results of the algorithm and
made changes based on their professional judgement with
confirmation by contributing health care providers.

Social Values

Community Meetings and Value Gathering At the request of
the Commission, Oregon Health Decisions (OHD) held 47
community meetings throughout Oregon. The purpose was to
learn which health care values were seen as important by the
community. From these meetings, 13 health-related values
emerged (see Appendix F) but were not quantified or ranked.

Note that mental health and chemical dependency and
prevention are included as community values. They are not
values in and of themselves; but, the communities’ insistence on
the provision of these services has been interpreted as reflective
of a community value. The 13 values were grouped by the
Commission into three attributes which were then used to rank
the categories of health services. Some values appear in more
than one attribute.

Value to Society: This attribute takes into account the costs to
society if a category of health service is not provided.

Prevention Cost effectiveness

Benefits many Community compassion
Impact on society Mental health and

Quality of Life chemical dependency

Personal responsibility

21



Public hearings were
useful in
understanding public
needs and concerns.

Value to an Individual at Risk of Needing the Service: Certain
categories of services may be very important to a person
seeking the service (e.g., services for infertility) but makes very
little difference on a societal level.

Prevention Equity
Quality of life Effectiveness of Treatment
Ability to function Personal choice
Length of life Community compassion
Mental health and

chemical dependency

Essential to Basic Health Care: The categories of service
essential are those, with respect to public input and expert
testimony, below which no person shall fall.

Prevention Cost effectiveness
Benefits many Impact on society
Qualirty of life

Public Hearings Twelve (12) public hearings were held in
Portland, Salem, Pendleton, Eugene, Bend, Coos Bay and
Medford. The purpose was to accept testimony and
information from advocates for seniors, handicapped persons, -
mental health services consumers, low income Oregonians, and
providers of health services. Oregon Fair Share provided door
to door canvasing to encourage attendance, supplied the media
with public service announcements concerning meeting times
and places, and posted flyers announcing meetings. Meeting
announcements were also included with Medicaid card mailings
from Oregon’s Office of Medical Assistance Programs. The
process was aided by the support of the Oregon Health Action
Campaign which represents 72 grass-roots organizations,

The number of people testifying to the Commission ranged
from 13 in Coos Bay to 62 in a Portland hearing with a total of
over 1500 people attending.

Testimony generally was not useful in measuring treatment
effectiveness objectively but was useful for understanding the
general tone of public needs and concerns (see Appendix E).
The message was delivered that dental, preventive and mental
health care and chemical dependency services should be a part
of the covered health services.
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STEP 2: NET-BENEFIT WITHIN THE CATEGORIES

The Commission began the prioritization process using a cost-
benefit approach with a quality of life component. As it was
tested, it became clear that net-benefit more accurately
reflected relative value of the condition/treatment pairs. See
Appendix D for detail on cost- and net-benefit.

Net-benefit

Net-benefit established the initial prioritization in categories
where condition/treatment pairs exist. It is a number computed
for each condition/treatment pair and is intended to represent
the extent to which a person feels better or worse after having
treatment or not.

The following information was specified as necessary to
determine net-benefit:

-- outcomes likely to result from treatment or without
treatment for health-related conditions as specified by
health care providers; and,

-- quality of life quantified by telephone survey responses so
public attitudes and clinical findings could be blended.

Assumptions were made so that comparable information could
be collected for evaluation. All measures of effectiveness are
for an average patient based on a median age likely for
presentation and a blend of outcomes probabilities. Without
treatment means absence of treatment. Finally, because the
probability of treatment effectiveness can be a function of time,
five years subsequent to treatment was selected as a reasonable
time frame for assessment.

Below is a simplified version of the net-benefit calculation used Net-benefit is the
to establish the initial prioritization within service categories extent 1o which a
where condition/treatment pairs exist. It does not convey the person feels
complexities involved but does show the basic components and better or worse
their relationship to one another. (See Appendix D.) after having
freatment.
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with treatment without treatment
Net-benefit = [outcomes x probabiiies] — [outcomes x probabilities |

The number is not significant in and of itself. It is simply a
measure of the relative magnitude of the benefits of one service
to another.

Outcomes

Qutcomes are the measure of effectiveness of a health service.
They are based on probabilities of:

-- mortality (death);

-- return to the former state of health; and,

-- morbidities (quality of life as represented by presence or
lack of symptoms and functional impairments).

Effectiveness of health services was determined on the basis of
literature review and by data provided by Oregon’s health
service providers. '

To date, there are few conclusive studies of treatment
outcomes. Transplantation and cardiac surgery are notable
exceptions. Even so, very little information exists beyond
mortality rates. There is little information on quality of life and
little is documented on outcomes without treatment for most
conditions.

The Comimission identified the best source for expected
outcomes for health services as the individual practitioner or
specialist. Professional specialty organizations and individuals
known to be proficient in their field provided data based on
collective experience and training. (See Appendix D for data
collection instrument and instructions.)

For most condition/treatment pairs, outcomes probabilities with
and without treatment were required.
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Mortality The probability that death (which includes suicide
and accident) will be the result of treatment or no treatment.

Return to former state of health is the return to the health state
present before the onset of the condition being treated. A
former state of health may not have been a state of perfect
health. -

Morbidity Significant residual effects comprised of symptoms
and functional impairment are morbidities. Conditions
remaining because of the inability of the treatment to return
patients to their former health state and conditions created by
the treatment are also considered morbidities.

Health professionals chose up to three scenarios to describe

outcomes in addition to death and return to former health state.

Each of these three scenarios was described by picking one
major symptom from a list of symptoms provided. Functional
impairment modifiers, also chosen from a list provided, were
incorporated as a means of indicating severity. (See Appendix
D for a list of symptoms and functional impairments supplied
for provider use.)

The list of symptoms and functional impairments which health
service providers used to described outcomes with and without
treatment was the same list used in the telephone survey
described later in this chapter (see Figure 4). The weights
generated by the survey were given to quantify the providers’
clinical judgments in the net-benefit calculation.

Figure 4. Integration of Provider Outcomes and Survey

Providers List of Survey

selected symptoms } respondents

outcomes and provided
health numaric
states values
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Benefits: Quality of Life

Detailed information regarding the content of the telephone
survey, how the results were calculated, and interpretation of
the results can be found in Appendix C. A facsimile of the
survey is also included in the appendix. Questions beyond those
directed at symptoms and functional impairments include those
on demographics, whether or not a respondent had actually
experienced the health state, health insurance coverage, and
general attitude about health care in Oregon.

Detail on the community meetings can be found in Appendix F.
How the community values applied to the ranked
categorization is described on page 21.

Health-state values A telephone survey was done to coilect
numeric values from the public which would represent their
feelings about impaired health states. The same symptoms and
functional impairment modifiers were used in the survey that
the health services providers selected to describe residual
effects, death, and return to former state of health. Symptoms
ranged from loss of consciousness due to seizure, fainting, or
coma to wearing eyeglasses or contact lenses. Functional
impairments consisted of six scenarios depicting mobility,
physical activity and social activity. Survey respondents,
numbering 1,001, scored the severity of symptoms and
functional impairments on a scale of 0 (death) to 100 (perfect
health). The lower the score, the more serious the problem.
Weights for each of the symptoms and functional modifiers
were computed for use in the benefits portion of the cost-
benefit ratio (See Appendix D).

The survey instrument is a modification of Dr. Robert Kaplan’s
Quality of Well-Being (QWB) Scale. [2-5] With the help of Dr.
Kaplan, the QWB Scale was modified to make it suitable for
self-administration or telephone interviewing. He also
concurred with adding five mental health and chemical
dependency items to make the instrument appropriate for
surveying all health states.

Results of the survey indicate that of the symptoms presented
for evaluation, problems with drugs and alcohol, burns, trouble
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learning and thinking, and depression were considered among
the worst. Needing only to wear glasses or contact lens was
considered the next thing to perfect health. Of the functional
impairments, being in bed most of the day, or in a wheelchair
not under an individual’s control, were considered to be very
bad situations.

Community values The community meetings generated 13
values related to health services. Net-benefit takes three of
these values directly into account.

1} Quality of life: the QWB Scale measures health-related
quality of life and compares health states with and without
treatment. These are the symptoms and functional
impairments reacted to in the telephone survey described
above.

2) Ability to function: this value is incorporated in the
symptom/functional impairments weights derived from the
telephone survey,

3) ‘Effectiveness of treatment: outcomes probabilities,
including return to former state of health, both with and
without treatment, are included in net-benefit.

Summary of Step 2

Health care providers contributed treatment outcomes with
probability of occurrence. Outcomes consisted of:

With Treatment Without Treatment

death death

return to former health state return to former health state
impaired health states impaired health states

A telephone survey measured the public’s reaction to death,
good health and impaired health states. (Note that these are
the same factors the health care providers used in providing
outcomes data.) These quality of life measures (benefits) were
converted to weights.

Net-benefit was derived by subtracting the numeric value of
benefits without treatment from benefits with treatment.
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Interpretation of
community values
and professional
judgments

STEP 3: COMMISSION JUDGMENTS

A draft list of prioritized health services resulted from the
ranked categorization of health services with net-benefit
ranking within categories. The Commission used professional
judgments and their interpretation of the community values to
re-rank “out-of-position” items on the draft list.

The Commissioners used a “reasonableness” test when they
adjusted the objectively ranked health services. The
“reasonableness” standard was applied by evaluating the public
health impact, cost of medical treatment, incidence of
condition, effectiveness of treatment, social costs, and cost of
non-treatment to determine a new ranking. The
Commissioners also observed that it was not reasonable--

~ logically or economically--to rank preventable or readily

treatable conditions in relatively unfavorable positions. In
other words, where severe or exacerbated conditions were
ranked in a relatively favorable position compared to
prevention of disease, disability or exacerbation, these
occurrences were reversed.

A cost-benefit ratio was developed for use in prioritization. In
the final analysis it was a factor when the Commissioners
applied the "reasonableness" test -- as was cost by itself,
However, the measure of net-benefit was second only to ranked
categorization in terms of importance in the ranking of health
services.
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CHAPTER 3

MENTAL HEALTH AND
CHEMICAL DEPENDENCY

Adbstract  The Commission recommends an integrated list of health services to
be used by the Legislature when allocating resources. Implementation is planned
for the 1993-95 biennium although integrated preventive care is recommended to
begin in 1992.

Other recommendations are that the designation of mental health and chemical
dependency representation on the Commission would be desirable and that the
Legislature address the gap in MHCD coverage for the participanis in the state-
sponsored pools.

Further study is expected on methodological refinement, nicotine dependence,

mental retardation, developmental disabilities, paraphilias and linked health care
systems.
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The full report of the Mental Health Care and Chemical
Dependency (MHCD) Subcommittee can be found in
Appendix H. It reports on the subcommittee’s work
preparatory to participating in and contributing to the
prioritization methodology, basic health care and delivery
system issues related to MHCD, and recommendations--
including a prioritized list of health services with MHCD
services.

BACKGROUND

The subcommittee did the following in pursuit of the goal of
prioritizing MHCD services: collected research literature;
received expert testimony; reviewed the outcomes data
provided by invited MHCD specialists; reviewed testimony
presented to the Commission; and, identified values related to
both the prioritization process and the health care delivery
system.

Many MHCD professionals, advocates, and consumers
expressed the hope that this prospective planning process
would be a positive step towards developing a comprehensive
health care system which setves all Oregonians who have
MHCD needs.

The subcommittee recognized that many MHCD professionals,
consumers, and advocacy groups opposed the prioritization of
MHCD services and their inclusion in a body with other health
services. There was concern that the hard-won gains in
mandated insurance coverage as well as recent improvements
in the public mental health system would be lost. However, the
subcommittee members believed it imperative that they
participate in the process or risk having these services excluded
from a basic health care package. The goal was to participate
in developing a methodology giving equitable consideration to
MHCD concerns.

RECOMMENDATIONS

This chapter focuses on the disposition of the subcommittee’s
recommendations to the Commission. The Commission
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Implement MHCD
preventive services in
1992,

carefully considered all MHCD recommendations.
Modifications were made to some, some required further study,
and a few were not pertinent to legislative action and so will not
be a part of the Commission’s recommendations to the
Legislature.

The Commission recommends to the Legislature:

Integrating MHCD services into an overall prioritized list of
health services for implementation in the 1993-95 biennium.
This recommendation incorporates ancillary services, such
as case management, necessary to the success of treatment.
These services will be included within the Commission’s
definition of basic health care (see Chapter 7) to the extent
of the services are ranked as part of essential and very
important health services.

Implementing provision of MHCD preventive services in
1992.

Considering the inclusion of MHCD representation on the
Commission.

Addressing the gap in MHCD coverage for the participants
in Small Business Insurance and Medically High-Risk Pools
until such time as an integrated health services list is
implemented.

The recommendation of integration is based on the following
facts:

D

2)

3)

The mind and body are inseparable and should be treated in
an integrated manner. There is significant interaction
between physical and mental function. Many medical/
surgical conditions have psychological symptoms or may
appear to be MHCD conditions. Many MHCD conditions
are at least partially caused by genetic or other biological
factors.

MHCD services are effective for most MHCD conditions.
These services improve functioning, quality of well-being,
and extend the life of affected individuals.

Effective MHCD care contributes to decreased utilization
of other health services. Lack of or improper treatment of
MHCD conditions may create or exacerbate other health
problems and may interfere with the treatment of those
problems.
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4) The costs of timely and effective treatment of MHCD
conditions are less than the health care costs of delayed
treatment and are much less than the combined social and
health care costs when treatment does not occur.

5) MHCD conditions are associated with attitudes, such as
stigma and denial, which can cause providers and consumers
to avoid or delay appropriate treatment.

Designation of MHCD representation on the Commission is an
effort to balance expertise. Representation on the Commission
may expedite examination of the prioritization methodology
and assessment of treatment effectiveness of MHCD
conditions.

The Commission recognizes that the health care benefits of the
Small Business Insurance Pool (SBIP), by law, must include
“substantially similar medical services as those recommended
by the Health Services Commission” [3-1] and be funded by the
Legislature. However, the first list of services to be considered
by the Legislature does not include MHCD services and the
current MHCD mandates do not apply to SBIP. For that
reason, the Commission recommends that the Legislature
address the gap in MHCD coverage which will exist until such
time as an integrated health services list can be implemented.
The Commission also recommends that the same action be
considered for the Medically High-Risk Pool.

The Commission has found the work of the subcommittee to be
invaluable and will continue to prevail upon its membership to
investigate issues pertinent to MHCD and contribute counsel.
The Commission agrees that continuing work should include
study:

. of the value of incorporating the effects of co-morbidity and
indirect costs in the prioritization methodology; and,

. on the effectiveness of services for nicotine dependence,
mental retardation, learning disabilities, profound
developmental disabilities and paraphilias.

An integrated list of health services connotes the inseparability
of mind and body and possibly requires linked health care
delivery systems to effectively deliver services. The MHCD
Subcommittee recommended that planning for linkages begin
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immediately and defined values to inform and guide the
process. The Commission does not disagree with the concept.
However, further study is required of linked service delivery
and the values listed below before making a recommendation.
The subcommittee’s delivery system values include:

1) Consumer-centered system. The delivery system must
respond to caltural, ethnic, gender and other social factors.
It must fit the consumers’ needs for least restrictive
treatment settings and least intrusive services rather than
forcing consumers to accommodate the system’s need for
conformity and simplicity.

2) Access toservices. The system must be designed to
facilitate ease of referral and consultation among mental
health, chemical dependency and other health delivery
systems. Regardless of the consumers’ point of entry into
the health care system, patients and providers must have
access to the benefits of referral, on site MHCD service
delivery, and consultation from MHCD providers.

3) Earlyidentification and early intervention. The
assessment of all persons who seek health services should
include attention to psychological and social factors. Early
intervention includes case finding, outreach and prevention
services.

4) Effective use of MHCD providers for assessment and
treatment services.  All persons seeking MHCD services
deserve accurate and appropriate diagnostic evaluation and
treatment services performed by providers whose expertise
is supported by training, credentials, and experience suited

to the task.
Mind and body are 5) Clinically relevant care management and quality assurance.
inseparable and Care management criteria must be based primarily on
should be treated in clinical effectiveness rather than cost. Assessment measures
an integrated manner. of the outcomes of MHCD services need to be the same or

comparable to those used to assess outcomes of other
health services and should be relevant to the clinical and
social factors involved in MHCD conditions.
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PROCESS GAINS

In addition to the prioritization of MHCD services, the
subcommittee found several other process gains it would like to
share.

« Coalition building. Within the MHCD community, an
alliance of providers, consumers and advocates was built.
Although there is not a consensus on the methodology or
the prioritization of services, there is a desire to create a
better, comprehensive system which provides sufficient
services to more people.

« Outcomes. This has been an historic attempt to
systematically and thoroughly review outcomes data
regarding MHCD services. There are limitations both in
the methodology and data for MHCD outcomes research.
Similar limitations are evident in outcomes research for
other health services.

. Education. The process has informed others within the
health care community and the Commission of the
legitimacy and effectiveness of MHCD services. More
parallels than divergences became evident in measuring
outcomes of all health-related conditions.

« Prospective planning. The prioritization process has been a
first step in prospective planning. It is an example of a
revolution in health care planning occurring nationwide
which may lead to a national health care system. This
process brought attention to the need to include MHCD
services in such a health care system.
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CHAPTER 4

IMPLEMENTATION ISSUES

Abstract  Waivers of some Medicaid restrictions and regulations are necessary
for program implementation. Waivers will be requested after the Legislature
funds all or a portion of the prioritized list of health services.

The Office of Medical Assistance Programs (OMAP) will contract with prepaid
health plans and primary care case managers to provide care to those Qregoni-
ans who are eligible for the program.

Diagnostic services will be available to all program participants with a health-
related complaint. Ancillary services integral to the success of covered treat-
ments will be funded. Preventive care has been expanded and comfort care
includes hospice. Quality assurance and program review will include utilization
review, recipient feedback, peer review and monitoring of key indicators of
quality.
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Senate Bill (SB) 27 calls for a demonstration project testing
the expansion of Oregon’s Medicaid eligibility and prioritization
of health services. This chapter addresses implementation
issues of the Oregon Basic Health Services Program, of which
SB 27 is the keystone. These issues include:

. Waiver of some federal regulations
» Delivery system development
. Eligibility and enrollment

. Diagnostic, ancillary, preventive, comfort care, and somatic
services

Implementation of the program is scheduled for July of 1992.
Mental health and chemical dependency (MHCD) services will
not be included in the program until the 1993-95 biennium, if
legislatively approved. (The exception is those preventive
services cited in the Commission’s definition of prevention
included in Appendix J.) Planning and development have been
underway since the summer of 1989. When fully implemented,
the Senate Bill 27 demonstration program will provide health
coverage to approximately 118,200 additional Oregonians
through prepaid health plans and primary care case managers
(see page 38). Itis further intended that the Oregon Basic
Health Services Program will come to represent a basic health
benefit package to which all Oregonians will be entitled,

WAIVERS

Oregon will require waivers of statutory and regulatory
requirements in the Medicaid program (Title XIX of the Social
Security Act) in order to implement the SB 27 program. These
federal waivers will permit Oregon to operate a demonstration
program which differs in some respects from the traditional
Medicaid program.

The Oregon Medicaid program currently includes both a
traditional Medicaid program and an effective managed care
program under waivers of requirements such as freedom of

" choice of provider (recipients in some areas are required to
choose a managed care provider). Utilization, quality of care
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and access to services by clients are monitored by the Office of
Medical Assistance Programs (OMAP) to assure that recipients
receive appropriate and effective services. Existing waivers and
enhanced monitoring methods will be continued under the
demonstration.

In addition to the current managed care waivers, Oregon will
ask the Secretary of Health and Human Services to waive laws
and regulations which limit the categories of eligibility for
Medicaid and which require benefits to be delivered in the
same way in all areas of the state. Other waivers will be needed
to provide services to people with incomes below the federal
poverty level who are not now financially eligible.

Oregon will also request a waiver of the sections of the Social
Security Act and federal regulations which require the state to
make the same services available to everyone who is eligible.
The funded prioritized list of health services will be somewhat
different from the standard Medicaid package. The amount,
duration and scope of services will be different for people in the
demonstration. The demonstration will not include those who
are blind, disabled, age 65 or older, and children in foster care.

OMAP, in consultation with Lewin/ICF, has designed a service
delivery system, eligibility management system and methods for
monitoring and evaluating the results of the demonstration. A
draft waiver application (developed by OMAP and Lewin/ICF)
has been under preliminary review by the Health Care
Financing Authority (HCFA) since April of 1990. Oregon will
make its formal request for waivers when the benefit package
and necessary administrative elements have been funded.
Once the Oregon budget process is completed, the waiver
application will be submitted. Because of the innovative nature
of the demonstration, the application may be reviewed by
HCFA for as long as six months.

When the final waiver application is submitted to HCFA
following legislative action on the program, that document will
contain a complete description of the Oregon Basic Health
Services Program design. If the application, benefit package
and funding allocation are acceptable to the HCFA review
panel, the waivers may be granted as soon as January 1, 1992,
This will permit implementation of the program by July 1, 1992.
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DELIVERY SYSTEM

Senate Bill 27 requires that the State “execute prepaid
managed care health services contracts for the health services
funded....” [4-1] The bill stipulates, however, that “In the event
that there is an insufficient number of qualified entities to
provide for prepaid managed health services contracts in
certain areas of the State, the division may institute a fee-for-
service case management system....” [4-2] In addition, the State
1s permitted to provide stop-loss insurance and other risk
management measures in order to “increase the interest of
providers.”

OMAP will contract with two types of managed care providers:
prepaid health plans and primary care case managers. Prepaid
health plans will include both full-service plans (such as health
maintenance organizations--HMOs) and partial service plans
(such as physician care organizations--PCOs). OMAP will build
on the successful program already in place which has provided
Medicaid services through one HMO and 15 PCOs for six years.
This program currently covers approximately 60,000 Medicaid
recipients in the Aid to Families with Dependent Children
(AFDC) aid category, and will expand prior to implementation
of the SB 27 program.

OMAP staff anticipate that it will not be feasible to rely entirely
on full-service health plans. While every effort will be made to
contract for full-service plan participation, it is doubtful the
combined available capacity of full-service health plans will be
sufficient for enrolling all who apply. Partial-service plans will
also be recruited and encouraged to make the transition to full-
service plans as their enrollment levels grow to a suitable level.
Risk-management measures will be available to buffer these
developing full-service plans from effects of adverse
selection.[4-3]

Managed care will be a program element even if enrollment
into a prepaid health plan is not an option. The “fee-for-service
case management system’” mentioned in the legislation is
planned as part of the delivery system. A Primary Care Case
Manager (PCCM) program will associate a given recipient with
the primary care provider chosen by the recipient. The PCCM
will be responsible for providing primary care and arranging for
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New eligibles include
single persons,
childless couples, and
families with children
who are not currently
eligible.

specialty and inpatient care. In addition, the PCCM will -
coordinate all care, maintain a central medical record, and
participate in quality assurance and utilization review activities.
In effect, the PCCM program will function as a State-operated
Primary Care Network with physicians paid on a fee-for-service
basis and risk assumed by the State.

Payments to prepaid health plans (both full- and partial-
service) will be based on cost, as is mandated by the legislation.
Payments to fee-for-service providers (including PCCMs) will
be based on the current Medicaid rates as adjusted for future
contract years. PCCMs will also be paid a monthly fee for case
management services associated with the demonstration. Prior
authorization of some services will be an element of case
management for both health plans and PCCMs.

OMAP has been discussing program participation with plans,
hospitals, physicians, and other practitioners since late 1989.
Discussions will intensify after the benefit package and per
capita costs have been set by the Legislature in the summer of
1991. Assuming that HCFA grants the waivers necessary to
implement the program in July of 1992, review of applications
and contract negotiations will take place beginning in January
of 1992. It is expected that flexibility will be required to develop
sufficient capacity in the delivery system to accommodate the
approximately 118,200 additional recipients.

ELIGIBILITY AND ENROLLMENT

The Oregon Basic Health Services Program will serve the
following current categories of eligible persons: Aid to Families
with Dependent Children (AFDC), including unemployed and
two-parent households; General Assistance (GA); and, Poverty
Level Medical (PL.M)(pregnant women and young children).
Pregnant women and children under age six will be eligible with
family incomes up to 133% of the federal poverty level. New
eligibles will include families with children which do not meet
the current eligibility standards, single persons, and childless
couples who are below the federal poverty level.

The demonstration will not include those who are blind,
disabled, age 65 or older, and children in foster care.
Recipients in these categories will continue to be covered in the
traditional Medicaid program.
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The eligibility determination process will be simplified under
the SB 27 program. Eligibility will be guaranteed for the six
months following the date of application based on verification
of current income which meets necessary requirements. Assets
will not be considered in determining eligibility and eligibility
will be redetermined semi-annually.

Eligibility and enrollment will be handled by Adult and Family
Services Division (AFSD) and Senior and Disabled Services
Division (SDSD). The branch offices in each division will
process applications and provide program orientations. There
will also be AFSD workers available in the community at
various locations and times for group presentations explaining
the program and answering questions. These presentations will
be offered on days and during hours that are convenient for the

potential recipients. A mail-in application to the local AFSD or
SDSD office will be available for persons who wish to apply, are

knowledgeable about the program, and have no significant
questions or concerns about the available choices.

DIAGNOSTIC SERVICES

Diagnostic services are not identified on the prioritized list.
The Commission decided early on that all services necessary to
making a complete diagnosis must be part of the benefit
package for the list to have utility. Therefore, the SB 27
program will cover those services and tests required to identify,
within reason, the patient’s condition to be treated. Diagnostic
services will be monitored by OMAP to ensure that only
necessary services and tests are provided. Quality assurance
and utilization monitoring will pay close attention to both
ancillary and diagnostic services.

ANCILLARY SERVICES

Each health service identified in the Commission’s prioritized
list is presumed to include all ancillary services necessary to
successful treatment. Ancillary services are defined as those
services which: 1) do not generally have a specific CPT-4 [4-4]
code; 2) do not appear as line items on the list; and 3) are, in

general, covered by OMARP as a part of the traditional Medicaid
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program. Services considered to be ancillary are listed in
Appendix J. Examples of ancillary services are hospital services
and prescription drugs.

The Commission acknowledges OMAP’s long history and
experience working with ancillary services and its
administration of such services in an efficient manner that
meets federal guidelines and requirements. The Commission
has deferred to OMARP the prerogative of establishing
restrictions on utilization of ancillary services.

PREVENTIVE SERVICES

A concern for Oregon’s children is reflected in ranking
preventive services for children near the top of the prioritized
list. Those preventive services for adults which have proven
effective are considered an important contribution to quality of
life and rank higher than those with unproven effectiveness.

Interventions include screening, counseling, immunizations, pap
smears, and chemoprophylactic regimens. Preventive services
for adults, including dental, are additional benefits beyond the
current Medicaid benefit package. The frequency and content
of periodic examinations need to be tailored to the unique
health risks of the individual. Therefore, the Commission is
silent on periodicity leaving it to the discretion of the provider
and standards of quality assurance. Preventive services can be
delivered when patients visit the primary care provider for
treatment of illness as well as during a visit devoted exclusively
to prevention. See Appendix J for detail on preventive services.

The Commission would like to make a point of the fact that
most effective interventions available for reducing incidence
and severity of the leading causes of disease and disability are
those addressing personal health practices. Prevention as it
relates to such risk factors as smoking, physical inactivity, poor
nutrition, and alcohol and other drug abuse hold greater
promise than most routine screening. Exceptions are pap
smears and mammography.
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COMFORT CARE

Comfort care is a category of care that includes the provision of

services or items that give comfort and/or pain relief to a
terminally ill person whose death is imminent--regardless of
diagnosis.

This category of care does not include services that are
diagnostic, curative or focused on active treatment of the
primary condition and intended to prolong life. Examples of
comfort care include:

1. Pain medication and/or pain management devices;

2. In-home and day care services and hospice services as
defined by OMAP in Ancillary Services (see Appendix J);
- and,

3. Medical equipment and supplies (beds, wheelchairs,
bedside commodes, etc.).

Currently, Oregon’s Medicaid system provides home health
care and pain management but not hospice care. The
Commission recommends that hospice care be included and
considers comfort care to be essential to a basic benefit
package.

SOMATIC SERVICES

Mental health and chemical dependency conditions often
require somatic (physical medicine) services. These somatic
services will be administered by OMAP under the SB 27
program, just as they are now. Somatic services include:

Practitioner

* Laboratory drug screens for drug and alcohol abuse when

related to a medical service or for diagnostic purposes (but

not mandatory drug screening);

*  Physical consultations under CPT codes 90600 -90654 in any

treatment setting for the purpose of determining whether
the problem is physical or mental;

* In the emergency room, CPT codes 90500-90580 for
emergency psychiatric services only;
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*  Medical monitoring or pharmacologic management under

CPT 90862 and administration of injectable psychotropic
drugs under CPT 90782;

*  Office visits under CPT 90000-90080 for management of a
medical problem but not for psychotherapy; and,

Psychiatric/psychological services by Federally Qualified
Health Centers under OMAP unique procedure code
9600M.

Drugs

*  Prescription drugs directly associated with psychiatric

disorders or chemical dependency; and,

*  Prescription drugs associated with ancillary treatment of
psychiatric disorders or chemical dependency.

Hospital Inpatient

* Emergency psychiatric services needed to evaluate
according to the criteria for a psychiatric admission;

Non-emergency psychiatric services when prior authorized
by OMAP according to the criteria for a psychiatric
admission;

*  Acute care hospitalization for detoxification; and,

* Non-emergency chemical dependency services when prior
aunthorized by OMARP according to the criteria for a
chemical dependency admission.

Hospital Outpatient

*  Medical treatment for psychiatric disorders or for medical
problems related to or causative of psychiatric disorders;

*  Medical services related to treatment of effects of drug and
alcohol abuse.
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Inpatient and Outpatient Services With a Psychotherapeutic
Component

*  Physical therapy, occupational therapy, medication,
diagnostic testing are covered; but,

Psychotherapeutic and biofeedback components of services
in settings such as pain clinics and eating disorder programs
are not covered.

QUALITY ASSURANCE, MONITORING AND PROGRAM
REVIEW

A requirement of any federal demonstration project is an
evaluation designed as part of the application for waivers and
conducted by an external evaluation resource. A
demonstration such as Oregon’s also requires continuous,
rigorous, internal monitoring of quality of care, review of
utilization of services, and assurance of access to funded
services. These requirements will be met by enhancements to
the existing system of quality assurance and utilization review
for both ambulatory and inpatient care.

The existing system uses tools such as clinical review of a
random selection of medical records, recipient complaints and
grievances and surveys of recipient satisfaction to ascertain
clinical and recipient perspectives on quality of care and access
to services. In addition, all managed care entities are required
to conduct internal peer review and quality assurance activities
which monitor key indicators of quality using accepted
principles and practices in quality assurance. These activities
are monitored by OMAP with the assistance of a Medical
Quality Task Force which advises OMAP on criteria, methods
and processes of quality assurance.

Utilization of services will be monitored through claims and
encounter data. This will help to assure that recipients are able
to obtain appropriate access to services which are provided as
part of standard health services. Ultilization review, morbidity
and mortality studies and individual recipient advocacy will
provide long-term as well as immediate safeguards against
inappropriate under-utilization or over-utilization.
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Reviews of the eligibility and enrollment practices throughout
the system will continue to be conducted by OMAP. All quality
assurance, monitoring and program review activities are
performed under the scrutiny of the Oregon Health Care Cost
Containment Advisory Committee, appointed by the governor
to advise on issues of quality, access and cost in the managed
care system.
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CHAPTER 5

ACTUARIAL ANALYSIS

Abstract  Coopers & Lybrand developed a rate-setting methodology based on
reasonable provider costs rather than on an equivalency to the current fee-for-

service Medicaid payment rates. Pricing is based on condition/treatment pairs
rather than broad categories of service.

When the Legislature decides the extent to which it will fund the prioritized list of

health services, a cost per person per month will be calculated for full-service and
partial-service prepaid health plans, and for fee-for-service coverage.
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Senate Bill (SB) 27 directs that the report of the Commission
“shall be accompanied by a report of an independent actuary
retained for the commission to determine rates necessary to
cover the costs of the services.” [5-1] This chapter summarizes
the approach taken by Coopers & Lybrand as an independent
actuary performing analysis on behalf of the Health Services
Commission.

Coopers & Lybrand began working with the Commission in late
1989 and have developed the payment levels associated with
the line items in the Commission’s prioritized list. These
payment levels will form the price basis for the Legislature’s
deliberations on establishing a level of health care coverage and
allocating resources for the Oregon Basic Health Services
Program budget. The Coopers & Lybrand report which
explains analysis resuits is attached to this report as

Appendix L

ANALYSIS REQUIREMENTS

On October 5, 1989, Oregon’s Department of Human
Resources issued a Request for Proposals (RFP) to provide
actuarial consultation to the Commission. This RFP identified
two general actuarial services and several specific tasks
necessary to support the Commission:

General Services

« Develop a rate-setting methodology, based on ¢costs rather
than on fee-for-service equivalency, for health care services
to be specified by the Health Services Commission; and,

The list of health
services shall be
accompanied by a
report of an
independent actuary.

Apply this methodology to relevant and available data in
order to calculate appropriate rates of payment (with
necessary adjustments for geographic location and other
factors affecting costs) for providers participating in the
program described in SB 27.
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Specific Tasks

» Define the term “cost” so as to conform with the
legislation’s intent and to support the development of
capitation rates for the services identified by the
Commission;

» Advise the Commission on the specification of services to
ensure that these specifications would be suitable for
actuarially sound rate-setting; '

« Identify options for a cost-based methodology for setting
capitation rates;

« Develop (with review by the Actuary Advisory Committee)
a methodology for calculating capitation rates which meets
the needs of the Commission, the state Legislature, and
OMAP in designing, funding, and implementing the
program; |

» Obtain necessary data on costs and utilization of services for
the population to be covered;

» Identify appropriate utilization assumptions and cost factors
to be used in calculating capitation rates,

+ Calculate capitation rates for health services as defined and
prioritized by the Commission;

» Prepare and present a report to the Governor and the
Legislature;

» Refine and adjust the capitation rates as appropriate to
reflect the benefit package established by the Legislature;
and,

« Explain and defend the capitation rates and the report to
the Health Care Financing Authority (HCFA) and to other
actuaries as a part of formal peer review.

Coopers & Lybrand described an important characteristic of
their work as foilows:

The needs of the Health Services Commission in
prioritizing services require that a much finer
distinction be used for defining services than is
typically used for calculating capitation rates
under commercial plans and under the current
Medicaid prepaid plan program. {3-2]
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A second important characteristic is that the SB 27 rate-setting
approach must conform to the definition of a covered benefit
package based on condition/treatment pairs rather than on
broad categories of service. The approach must allow for
adjustments reflecting the substitution of covered services (for a
given condition) in place of services which are not covered.

Example:
Condition Treatment List Position
Epilepsy a) medical therapy 159

b) surgery 615

This characteristic is important because the point of prioritizing
services s to identify the relative importance of various
condition/treatment pairs and thereby to support public policy
decisions about which services should be covered when
resources are limited.

GENERAL APPROACH

Coopers & Lybrand (San Francisco office) was selected .
through a competitive bidding process. Shortly after, an
Actuary Advisory Committee was established to include
provider, government, legislative, and Commission perspectives
in the ongoing review of the actuary’s work. Coopers &
Lybrand was encouraged to communicate with the Health
Services Commission and its staff, and with Lewin/ICF, a
consulting firm working with OMAP, to prepare the waiver
application to HCFA and to plan for program implementation.

Capitation rates are
based on a much
finer definition of
services than is used
under commercial
plans and the current
Medicaid prepuid
plan program.

Coopers & Lybrand developed a definition of “cost” for
general groupings of services that might be included in the

SB 27 covered benefits. The groupings were used by the
actuary as a tool in moving from a “global” rate (total
capitation payment for an all-inclusive package of services) to
the adjusted rates for subsets of the all-inclusive benefit
package. These sample benefit packages are made up of line
items drawn in sequence from the Commission’s prioritized list
and will be examined by the Legislature as part of its funding
deliberations.
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The broad range of services to be prioritized and the level of
detail in the Commission’s prioritized list made it imperative
that the actuary work closely with the Commission on key
issues. For example, Coopers & Lybrand consulted with the
Commission about how to define service for purposes of
prioritizing and rate-setting.

If the Legislature accepts the Commission’s report, a basic level

- of health care coverage for Oregonians will be established

based on available resources. This standard of health care will
in turn determine a cost per person per month, as calculated by
the actuary. This cost per person per month (including pre-
paid health plans and fee-for-service payments) will serve two
important functions:

1) OMAP will use it to develop the program budget.

2) It will be used to calculate the capitation payments for
prepaid health plans.

CAPITATION AND RATE-SETTING

The actuary’s work includes the development of capitation
rates to be paid to prepaid health plans (both full-service and
partial-service) for the funded benefit package. These rates
may differ based on category of eligibility. These eligibility
categories reflect the complexity of current Title XIX eligibility
and include the following:

*  Aid to Families with Dependent Children (AFDC), up to
AFDC income standard[5-3]

* General Assistance (GA)[5-4]

*  Poverty Level Medical (PLM), from 100% to 133% of
Federal Poverty Level (FPL), pregnant women [5-5]

*  PLM, from 100% to 133% of FPL, children [5-5]

* Demonstration-only eligibles who would be in the AFDC
category if not for “too much” income

Demonstration-only eligibles with no relationship to the
AFDC category (e.g., single men and women under age 65,
and childless couples)
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Utilization Assumptions

The actuary developed utilization assumptions for the six
population groups previously identified. Estimated utilization
levels were developed for approximately 75 groupings of
services (e.g., anesthesia, dental preventive, family planning,
home health service, inpatient maternity, outpatient lab,
physician office visits, prescription drugs, surgery, vision care).
These utilization assumptions are based on claims history from
three sources: Oregon Medicaid; Blue Shield of California
(BSC); and Blue Cross/Blue Shield of Oregon (BCBSO).
Oregon Medicaid data was used for populations covered under
Medicaid (AFDC, GA, PLM). BSC data were used for
commercial (non-Medicaid, non-Medicare) populations in
order to make certain that claims history was available in
suitable format for all services, including those provided very
rarely. BSC data were adjusted using BCBSO data to reflect
Oregon differences from California experience.

Anticipated changes in average duration of eligibility were also
accounted for in estimating changes in utilization levels over
time for certain categories of service.

Cost Factors

There will be two types of payments to providers under the

program: capitation and fee-for-service. Different cost factors Payment to providers
were used for the capitation estimates and the fee-for-service should cover the cost
estimates. of care but not

' beyond u reasonable
Capitation estimates were developed using data derived from © level,

several sources. Data sources included BSC average allowed
charges which were adjusted to reflect Oregon average charge
levels, and cost-to-charge ratios for each grouping of services.
Cost-to-charge ratios were based on information reported in
hospital cost reports, information on managed care contracting
arrangements, Resource Based Relative Value Scale (RBRVS)
values calculated for Oregon, and published data. [5-6]

A guiding principle in developing cost factors for estimating
capitation rates was that payments to providers should cover
the cost of care but not beyond a reasonable level. That is,
capitation payments should be high enough to avoid the need
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for cost-shifting and to encourage access to services, but not so
high as to compromise funding resources for a public program.
In order to achieve this goal, four adjustments were made to the
available data:

1) High-end outliers were identified and removed from the
average allowed charges;

2) California average allowed charges were adjusted to reflect
Oregon average charge levels;

3) A cost-to-charge ratio was developed and applied for each
major category of service, including an adjustment based on
RBRYVS factors developed by the federal Physician Payment
Review Commission; and,

4) A managed care baseline was developed based on a survey
of prepaid health plans to determine feasible levels of
discounting on payments for primary care.

Fee-for-service estimates were developed using data from
Oregon Medicaid claims history and OMAP budget projections.

Calculations.

For capitation estimates, cost factors were trended forward to
reflect the contract period of July 1, 1992 through June 30,
1993. Information from HCFA on changes in the “medical
market basket” and the Medicare cost index was the basis for
trending. In addition, administrative cost allowances were
developed to reflect costs associated with participating in the
demonstration. These allowances are 6% of the overall
capitation rate for full-service health plans, and approximately
8% of the capitation rate for partial-service health plans. A
managed care savings factor was also included in the calculation
for prepaid health plans. Finally, demographic adjustments
were made to reflect the characteristics of the eligible
population which would affect utilization levels.

For fee-for-service estimates, Coopers & Lybrand used
information on changes in fee levels allowed by the Legislature
in past years and expected changes in fee levels for fiscal years
1992 and 1993. A managed care savings factor also was applied
to the primary care case manager program. Primary care case
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management is managed fee-for-service care without the
financial incentives (or financial risks) involved in prepaid
health plan risk-contracting.
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CHAPTER 6

FURTHER STUDY

dbstract  This is a pioneering effort fo measure the effectiveness of health
services for the purpose of allocating resources. As with any other first effort,
there are opportunities for further study and improvement.
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The Health Services Commission is mandated to report an
updated prioritized list of health services to the legislature
every two years. In this way, the list will be revised to account
for new or refined information and the development of new
treatments and therapies. It is also an opportunity to
strengthen the methodology.

Time constraints did not allow research into the scope of all
possible relevant factors. Nevertheless, the Commission
considered the following issues and believes they require
further study. The scope and relative significance of these
issues are not known. They are listed in random order and
divided between issues the Commission intends to study and
those of more significance to others.

1. Ripple effects of communicable diseases Subverting the
onset of contagious disease in one person affects more than
just that one individual. The effect is currently measured for
an individual only.

2. Ripple effects of fertility/birth control measures Neither
the environmental effects nor the effects on the expectant
family are measured.

3. Costs of health maintenance when a life is saved When
return to a former state of health is achieved, health care
resources are likely to be drawn upon to some extent until
death occurs. These costs are not measured against the cost
of death. They may prove to be less expensive when
compared to overall costs.

4. Co-morbidity is the simultaneous presence of two or more
health problems (e.g., a heart patient with diabetes). The
presence of a diabetic problem complicates the probable
effectiveness of treatment for the heart condition. This
factor is not included in the methodology but is of utmost
importance for further study.

5. Preventive services The effectiveness of preventive services
must be measured. The Commission relied upon the work
of the U.S. Preventive Services Task Force for a base of in-
formation on service effectiveness. The Task Force
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10.

11.

12.

assessed the effectiveness of 169 interventions. This work
should be expanded upon particularly in the areas of well-
child visits.

Total number benefitted by treatment The value “benefits
many” is incorporated in the ranking of health service cate-

gories and the Commissioners’ adjustments to the priori-
tized list. A more objective approach is to quantify the
incidence of a given condition and determine all the costs to
the community as well as the benefits with and without
treatment.

Responsibility for condition No distinction is made be-
tween conditions resulting from the patient’s voluntary
behavior and those resulting from other causes.

Costs of non-treatment Two classes of costs of non-treat-
ment should be distinguished: (a) health care costs that
would be incurred if the preferred treatment or service is
not given in a timely manner and (b) social costs (e.g.,
incarceration, unemployment due to disability, crime).

Definitive analyses of health-state values The public hear-
ings, community meetings, and telephone survey were very
successful; however, greater contribution by the poor and
minorities would be desirable. Another consideration might
be inclusion of children’s perspectives.

Severity of illness Functional impairment is included in
net-benefit; it is indirectly a measure of severity of illness. A
more direct measure might be desirable.

Linked health care delivery systems An integrated list of
health services may require linked delivery systems. The

concept, impact and mmplications of this recommendation
made by the Mental Health Care and Chemical Depend-
ency Subcommittee must be studied.

Evaluation of data validity and prioritization methodology
A panel of experts might be convened to validate existing
outcomes data and examine the prioritization methodology.
Salicitation could be made of the opinions of experts in
health policy, ethics, economics, decision analysis, sociology
and other areas of expertise.
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13. Measurement of the effectiveness of prioritization Quality
assurance review must be done to measure access, demo-
graphics of participants, change in health status, and pro-
gram satisfaction.

14. Feasibility of including services in prioritization for the
groups of Oregonians excluded in Senate Bill 27 Health
services excluded from prioritization are those for the aged,
blind and disabled, adults in official custody or residing in an
institution, and services to children who are wards of the
Children’s Services Division. Services included in the list
are appropriate to all age groups, as well as those with
disabilities or in custody. Once the initial program has been
implemented and fine-tuned, research should be done on
the feasibility of gradually folding excluded health care
services for the excluded groups of people into the priori-
tized list. '

15. Effectiveness of services for nicotine dependence, mental
retardation, learning disabilities, profound developmental
disabilities and paraphilias The preceding conditions with
an associated treatment are not on the prioritized list al-
though other conditions coexisting or resulting from these
conditions are ranked. Further study must be done to
evaluate the services offered for each of the conditions.

16. Innovation in health care delivery for promotion of
consumer responsibility and self-care It may be true that

providers other than traditional health care professionals
can provide more effective intervention in the realm of
prevention and self-care. Strategies utilizing such
approaches should be studied and perhaps incorporated
into the health care system.

The items identified for further study refer to:

« issues relevant to the ongoing review process;

« omissions that can be addressed for methodological
Improvements;

+ public health observations; and/or,

+ aspects of implementation that can be prospectively studied.
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The Comimission is comprised of volunteers. This fact coupled
with limited state funds will necessitate limiting further study to
those items considered to be most relevant to the ongoing
review process of the Health Services Commission. The
volunteer nature of the Commission also suggests a distribution
of workload by the formation of subcommittees to study
particular topics. Volunteers outside of the Commission would
be recruited but the subcommittees would be chaired by a
Commissioner--as in the case of the Mental Health Care and
Chemical Dependency Subcommittee.
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CHAPTER 7

REFLECTIONS AND RECOMMENDATIONS

Abstract  The Health Services Commission recomimends 1o the Legislature:

1) Adopting the prioritized list of health services included in this report;

2)

3)

9)

5)

6)

7)

Funding a benefit package which includes, at a minimum, all* services in
categories considered essential and most of those considered very
important;

Integrating mental health and chemical dependency services into a single
prioritized list of health services for 1993-95 implementation,;

Addressing the gap in mental health and chemical dependency coverage for
the participants in the state-sponsored insurance pools until such time as
the integrated health services list is implemented;

Enacting legislation which will allow the Commission to make technical
revisions to the prioritized list other than those which may be included in
the mandated biennial report;

Funding of the Commission at a level adequate to support further study
described in Chapter 6;

Considering inclusion on the Commission of representation from the fields
of mental health and chemical dependency;

8) Assuring access to affordable health insurance for all Oregonians which

9)

provides, at a minimum, a benefit package as defined in recommendation

25

Continuing efforts to promote health care cost containment and
development of practice guidelines; and,

10) Evaluating the impact on Oregon of implementation of the prioritized list of

health services.
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The preceding pages have reported in some detail the process
that the Commission developed and utilized to produce the list
of the ranked health services. The Commissioners’
recommendations are listed in the latter part of this chapter--
but at this stage the Commission would like to share its
reflections on the last 18 months.

The individual Commissioners were sympathetic with the
principal premise of Senate Bill (SB) 27. They believed that at
a time of limnited resources and increasing demands, it was
rational for the state to identify the most important health
services and to make those services available to a larger
number of underserved residents. It was immediately apparent
that no methodology existed to accomplish this task, but the
Commission was determined to attempt a systematic and
scientific approach to the establishment of a list.

It is not easy to find a word to describe the first few months of
the Commission's work. Perhaps the best is "struggle.” The
struggle was not among Commissioners, but was apparent as
each individual on the Commission recognized the scale of the
task which appeared enormous. At the same time, they
recognized that the limits of the bill's instruction (to provide a
list) prevented them from responding to much of the public
testimony which urged a wider overhaul of the health care
system.

These struggles are well illustrated by the discussions held on
the subject of basic health care. The Commission, supported by
much public testimony, had no difficulty in strongly supporting
the principle of making basic health services available to all, nor

was there any difficulty in establishing a definition of basic The Commission
health-care-- that level of services below which no one should recognized that a
fall. Ata philosophical level, the basic health care issue was definition of basic
fairly straightforward; but, at a practical level, the Commission health care along
found it much more difficult to describe the content of that these lines establishes
basic care given the format of the list and given the uncertainty a working model of
of the State's ability to fund any particular level. The basic care from
resolutjon was to urge coverage of all* services in categories society’s viewpoint,
considered essential and most services in those categories but will not cover
considered very important. The Commission recognized that a every individual
definition of basic health care along these lines establishes a contingency.

working model of basic care from society's viewpoint, but will
not cover every individual contingency.
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The great ethical
dilemma in balancing
health care
expectations against
health care resources
is captured in the
prioritization process.

At the beginning of this process, many critics objected that
because there was no existing methodology with which to
establish a list, the final product would be invalid, and these
criticisms were somewhat unsettling as the Commission
struggled to evolve its own methodology. Response to these
criticisms, however, was found in the direction of the bill to seek
commupity participation. This resulted in two effects.

First, the Commission heard testimony at public hearings, that
the underserved exist and are rapidly growing. Most of the
public felt there was nothing inherently wrong (or unethical) in
the state establishing a priority list though there were real
concerns about how many services would be covered. The
state, via the Commission, was urged to ensure that services
considered to be basic would be covered.

Second, the Commission received values, as a direct
consequence of the community meeting process, which assisted
it in the ranking of categories described in Chapter 2. The
ranking of the categories eventually proved to be the most
fundamental step in the ordering of the list. It was ata
relatively late stage in the process that the net-benefit and cost-
benefit analyses were used to order services within the
categories. Observers and reporters of the Commission’s early
work may be confused by this remark, as much energy and time
was expended early in the process using many hours of
volunteer time to gather data for the net-benefit and cost-
benefit analyses. The Commission became increasingly aware
that to rely on that data alone would be a mistake.

The attention that the process of prioritization has attracted is
easy to understand because SB 27 has been seen as both
innovative and controversial. The very great ethical dilemma
faced by society in balancing health care expectations against
health care resources is captured in this controversy. The
Commission considered including a chapter on these ethical
issues in this report; however, it was decided they have been
and will be extensively discussed and analyzed in other, more
appropriate arenas. Further discussion in this report would be
redundant, and in this regard, the Commission hopes that the
list will speak for itself.
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It is inevitable that individual critics will focus on and will draw
attention to line items which are seen as inappropriate
placements, inclusions, or exclusions. The Commission is not
troubled by this because it sees the first prioritized list of health
services as a prototype to be refined and improved as the
debate and process continue. The Commission hopes and
believes that it has acted according to widely accepted ethical
principles. It hopes that its product will be used ethically to
improve access to those Oregonians currently denied much
needed health care,

The Commission owes thanks to many individuals and
organizations listed elsewhere is this report. But, it would like
to express particular thanks to its critics for making it think and
react, to its supporters for much needed ideas and
encouragement, and, to its staff for extraordinary dedication to
a daunting task.

The Conumnission
extends particular
thanks e its critics
for making it think
and reaci.

RECOMMENDATIONS

1) Adopting of the prioritized list of health services.

The list is found in Appendix J and represents the relative
value of services in terms of effectiveness and value to
Oregonians. Services ranked in the top part of the list are
those which are life-saving, maternity care and preventive
services for children (mental health care and chemical
dependency screening are included). These are closely fol-
lowed by reproductive services, comfort care, preventive
dental services and preventive care for adults.

2) Funding a benefit package which includes, at a minimum,
all* of the services in categories considered essential and
most of those services considered very important. Although
this recommendation is beyond the Commission’s mandate,
it believes ethical considerations extend its responsibilities
beyond simply building a ranked list of health services with
no further comment.

To attempt a definition of basic health care is a task that has

confounded many experts and scholars and challenged the
Commission as well. The Commission was reluctant to draw
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Basic health careis a
minimum below
which no person
should fall.

a line on the list of health services which would define all
those services above the line as basic and all those below the
line as something other than basic. The difficulty is that
what is basic to one person may not be basic to the next.

Therefore, the Commission defined basic health care in
terms of society as a whole: Basic health care is a minimum
below which no person should fall. Given this definition, the
Commission went further to describe basic in terms of
essential and very important categories of health services.
All* of the “essential” services and most of the “very impor-
tant” must be included in a basic health care package.
These broadly defined services fall into the following cate-
gories of health services. See Appendix G for information
about the third area of health services which comprise cate-
gories 14 through 17 named valuable to certain individuals
but significantly less likely to be cost-effective or to produce
substantial long-term gain.

. Essential

Acute fatal, prevents death, full recovery
Maternity care

Acute fatal, prevents death without full recovery
Preventive care for children

A

Chronic fatal, improves life span and quality of well-
being

6. Reproductive services (excluding maternity and
infertility)

Comfort care
8. Preventive dental services

Preventive care for adults which has proven
effectiveness

Very Important

10. Acute nonfatal, return to previous health

11, Chronic nonfatal, one time treatment improves
quality of well-being
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3)

4)

12. Acute nonfatal, without return to previous health

13. Chronic nonfatal, repetitive treatment improves
quality of well-being

The services in the above categories tend to rank in the
order dictated by category ranking (i.e., services classified in
category 1 are found listed beginning with number one on
the prioritized list followed by services classified in category
2). However, the prioritization of services does not strictly
conform to the ranking of their respective categories.

Integrating mental health and chemical dependency
(MHCD) services with other health services on the priori-
tized list for 1993-95 implementation.

Testimony heard from the public, values cited in community
meetings, and the seriousness Oregonians attach to MHCD

conditions attest that MHCD services are requisite to neces-
sary health care.

Beyond community support, scientific facts support an all-
inclusive list of health services:

--- mind and body are mseparable;

--- there is significant interaction between physical and
mental function;

--- many medical/surgical conditions have psychological
symptoms or may appear to be MHCD conditions; and,

--- many MHCD conditions are at least partially caused by
genetic or other biological factors.

Addressing the gap in MHCD coverage for the participants
in the state sponsored insurance pools until such time as the
integrated health services list is implemented.

The Small Business Insurance Pool (SBIP) health care
benefits packages, by law, must include “substantially simi-
lar medical services as those recommended by the Health
Services Commission” and funded by the Legislature.
However, the first list of services to be considered by the
Legislature does not inchade MHCD services. The Commis-
sion’s work is not legislatively tied to the Medically High-
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6)

7

8)

Risk Pool (MHRP). However, as a self-insured entity the
MHRP is not covered by Oregon law which requires inclu-
sion of MHCD services in health benefits packages. Asa
result adequate MHCD services may not be available to
pool participants,

- Enacting legislation which will allow the Commission to

make technical revisions to the prioritized list other than
those which may be included in the mandated biennial
report.

The nature of the health care field is such that new informa-
tion frequently becomes available. The Commission
requests authority to adjust the prioritized list as new infor-
mation becomes available and as corrections need to be
made.

Funding the Commission at a level adequate to support
necessary study described in Chapter 6.

When the Commission’s budget was originally drafted, there
was no experience on which to base the cost of its work--or,

indeed, the scope of work.

The Commission is a small group of volunteers who must
employ staff and utilize subcommittees and task forces
utilizing expertise outside of the Commission proper. This
work will require general support (e.g., printing, postage)
and reimbursement of costs for subcommittee and task
force members.

Considering representation from the MHCD disciplines or
consumer groups for Commission membership.

Examination of prioritization methodology and assessment
of treatment effectiveness of MHCD conditions can best be
done with balanced Commission expertise and
representation. This should be considered when a
Comrmission vacancy next occurs.

Assuring access for all Oregonians to affordable health in-

surance providing, at a minimum, a benefit package as
defined in recommendation #2.

72

//‘_“\

PN

P



This recommendation has two points:

a) All Oregonians must have access to health care
insurance whether the payor is public or private.

b) All public and private insurance must offer, at a
minimum, a health benefits package which includes all*
essential and most very important health services.

9} Continuing efforts to promote health care cost containment
and development of practice guidelines.

Senate Bill 27 addresses cost containment in two ways: a)
capitated managed care programs are to be used wherever
possible and b) by virtue of prioritization, the least effective
and least necessary health services are ranked at the bottom
of the list. A low rank means those services are least likely
to be funded.

The Commission believes these measures address cost-

containment but many other measures may be as or more
effective.

10) Evaluating the impact on Oregon of the implementation of
the prioritized list of health services.

Prioritization is an innovative concept. The effects of
public funding of prioritized health services must be tested.
Evaluation must consist of the numbers and demographics
of the people using packages of prioritized health benefits
and the resultant change in health status. There are two
points subsumed by this recommendation: 1) all Oregonians
may be affected and 2) measurement of change can occur
only if pre-prioritization health status is measured.

In conclusion, the Health Services Commission believes that the
prioritized health care system is more fair than the existing
system which denies health care to some persons on the basis of
income, family status, age and gender.
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However, the Commission would like to point out that health
services alone do not ensure a healthy individual. Oregonians
require good nutrition, decent housing, good education, clean
environment, employment and supportive family and friends.
These are requirements of a healthy and productive person in
addition to basic health care.

The Commission sees prioritization as a first step towards
providing just one of the components necessary for the health
and well-being of Oregonians.

*Not all services in categories deemed "essential” are ranked contiguously
(i.e., not all line items classified as category 3, for example, will be grouped
together). Due to Commission judgment, some line ftems were moved to

"outlier” positions of greater or lesser importance than their category rank.
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133% of the federal poverty level, and all children born after
September 30, 1983 are covered with the income limit set at
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OREGON HEALTH SERVICES C GMMESSEON

THE 1991 PMORITKZATION OF HFALTH SERWCES

An increasing number of Oregonians are not receiving adequate health care.

Nearly one-fifth of the state’s population -- up to 450,000 Oregonians -- have no health insurance.
Another 230,000 are underinsured. The rising costs of health care ard health insurance are pushing
these numbers higher every year. Oregomans spent an estimated $6 billion dollars on health care in
1989, three times what they paxd in state mcome taxes.

In 1989, the Oregon Iegaslature passed a comprehensive program to addrcss the pmbl«*m Compmcd
of three inter-related laws, the Oregon Plan

@ expanded Medicaid to coverall Oregomans below the Fedaral waerty Level, currently
$928/month for a family of three

® - mandated employment based coverage for full time workers and their dependents by
1994
- 2  created an insurance pool for covering "high risk?. @wgomans

The goal of the Oregon Plan is good. health The comerstore of the Oregon Plan isa pubhc:ly defined,

standard package of effective heaith care (Standard Benefit Pa.ckagn) offered to all Oregomans at an
affordable price.

- THE HEALTH SERVICES COMMISSION

Oregon acknowledges that all medical procedures are not equally valuable or effective, Therefore,
in order to define an affordable, quality health care package, the state has to determine first which
services are most beneficial. The Leglslature created the Health Services Commission to rank all
health care services according to their importance to the entire populauon The Leg:slature will then
use this pnonuzed list to determme the Standard Benefit Package

The 1i-member Commission began work in September, 1989, The ﬁve physicians, four consumers,
public health nurse and social servxces worker undertook and compieted a task which has never before
been accomplished.



I "véry zmporta.nt“ (categories 10 - 13) B
B "valuable to certain individuals” but significantly less likely to be cost-effecnve or to
produce substantial long-term gain (categones 14 - 17)
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tnalh ey, are gffective, cantribute 10,
: anfi\ emonstrate com umty compasszon for tho'se who

udes those for non-fatal conditions
matment pr&%fes for
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First, it recommends the Legislature use the prioritized list as the basis for determmmg the St.andard
Benefit Package. : :

11993.% "The. € ission’ recognizes the inseparability of mmd‘ and“’fbody‘ the interdction b@fwé&n«w
physwal and mental functions. Oregonians said théy consider these services an important need. -

! See attached - "The Prioritization Pro

3" See atiached "Recommendations to the Legmlalufe




HIGHLIGHTS

Commissioners say every person is entitled to a dlagnosm as part of the Standard Beneﬁt Package
Once that diagnosis is made, then coverage for a person’s treatment is; determmed by 1ts posmon'" n_f,;
the hst

Necessary ancxnary services, such as hospital servxces, presenpt:on drugs and medxcal eqmpment and .
supplies, are part of each treatment : . . i S

Preventive care is ranked high on the list, especmlly for chxldren‘

Comf{ort-care ranks high and includes medxcamns and services. to reduce pam, home health and'
hospice care for the terminally ill, SRR e .

METHODOLOGY

‘Commissioners used a combination. of sclenufic data and socxal values to develop then' methodology
and rank'the 709 condition/treatment pairs. They used a number of tools";

B research and expert tesnmony on the effecnveness of treatments
- a formula that con51dered cost and benefit of each treatment "

‘4 public values gleaned from 47 commun:.ty meenngs, 12 pubhc heanngs, and a 1001—_
person telephone survey ‘ : .

B categories that grouped services to reﬂect the Commxssxoners sense of what was most_
important to Oregonians : : : :

L independent Commissioner ;udgment

Using the. same methodology, a  Commission subcommlttee ranked mental health and ehem'u'al;-
dependency services independently of physical medicine. The. .subcommittee thén recomm ded;_
integrating mental health/chemical dependency services 1nto the pnonnzed hst for 1mpiemeri ation

1993-95. T

PRICING THE LIST

Coopers and Lybrand, as independent actuaries, determmed the costs of providing. the semces to. the.
“Medicaid population under the Oregon Plan. They’ve.given estimates on how. much. it ‘will Gost to
provide. 11 possible benefit packages, depending on how. much of the lxst is mcluded ',Ifiie mal
esumate is for covering the entire list.*

4 Sce attached - "Estimated Costs to Cever Expanded Med:cald Populauet;

alsp see'complete Coopers & Lybrand repom eomamed in’ Prioriti non of Health Serv:ces:' the eomplete reper; of
- the Health Services: Commua:on ‘ L -




OREGON HEALTH SERVICES COMMISSION

THE PRIORITIZED LIST

CATEGORIES AND HEALTH CARE SERVICES

The Commission ranked 709 condition/treatment pairs under 17 categories of care. The
condition/treatment pairs in "Category 1" generally will precede those in "Category 2" and 5o on
down the list, although Commissioners did move some pairs up or down the list mdcpcndent of .
their categories.

Commissioners then made recommendations to the Legislature of what general categories should
be covered in its Standard Benefit Package. Generally, services in Categories 1-9 are cons:déred
“essential” and should be covered. Services in Categories 10-13 are considered "very unportant
and should be funded to the extent possible. Services in Categories 14-17 are: consxdcred‘:

"valuable to ccnam individuals but significantly less likely to be cost-effccuve or t0. producc'
long-term gain." :

Every person is entitled to services necessary for a diagnosis.
(Following are the categories and some examples of services in each category)
ESSENTIAL
i Acute Fatal, treatment prevents death and allows full recovery: appendectomy for
appendicitis; non-surgical treatment for whooping cough; repair of deep, open wound in

neck; non-surgical treatment for infection of the heart muscle (myocarditis)

2. Maternity Care, including most newborn disorders: obstetrical care for pregnancy;
care of the newborn

3. Acute Fatal, treatment prevents death but does not allow full recovery: non-surgical
treatment for stroke; all treatment for burns; treatment for severe head injuries

4, Preventive Care for Children: immunizations and well-child exams
5. Chronic Fatal, treatment improves life span and quality of life: non-surgical

treatment for insulin dependent diabetes; medical and surgical treatment for treéatable
cancer of the uterus; medical treatment for asthma; drug therapy for HIV disease

6. Reproductive Services, excludes maternity and infertility services: birth control and
sterilization
7. Comfort Care: pain management and hospice care for the end stages of diseases such

- as cancer and AIDS



' OREGON HEALTH SERVICES C!

RECOMMENDATIONS TO THE

B Adopt this prioritié:éd list of heﬁth servwgs

L Fund a benefit package to include at lea.st., e

- “essential" services .
* most "very important" servlces

B Consider including representation on the Commission from the mental health and
chemical dependency fields

® Make an affordable Standard Benefit Package available to all Oregonians

= Continue to promote and develop health care cost containment and set practice guxdelmes
for medical care

L Evaluate the impact on Oregonians of implementing the prioritized list of health services

#
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APPENDIX A

OREGON BASIC HEALTH CARE ACT

1) Senate Bill 27 (Chapter 835 Oregon Session Laws 1989)
2) Senate Bill 935 (Chapter 381 Oregon Session Laws 1989)

3) Senate Bill 534 (Chapter 838 Oregon Session Laws 1989)
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6ath OREGON LEGISLATIVE ASSEMBLY--1989 Regular Session

F-Engrossed
Senate Bill 27

Ordered by the House June 13
Including Senate Amendments dated February 16, March 23, March 3!
and April 5 and lfouse Amendments dated May 9 and June 13

Sponsored by Senators KITZHABER, BRADBURY, BRENNEMAN, BUNN, CEASE, COHEN, DUKES, GRENSKY,
HAMBY, HANXNON, IIOUCK, L. HILL, KINTIGH, OTTO, PHILLIPS, ROBERTS, SHOEMAKER, THORNE,
TIMMS, TROW, Representatives CEASE, GERSHON, KATZ KEISLING, KOTULSKI, PETERSON, VAN
VLIET, Representative GILMOUR

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Logislative Assembly. It is an editor’s briel statement of the essential features of the
measure.

Establishes program to provide health care to all persons under certain income levels through
capitation system. Specifies that such program is contingent on obtaining necessary waivers and
authorization for appropriation for second year of biennium,

Establishes Health Services Commission. Prescribes membership, terms and duties. Requires
commission to establish Subcommittee on Mental Health Care and Chemical Dependency. Pre-
scribes membership and duties. Requires Adult and Family Services Division to contract for prepaid
managed care health services beginning July 1, 1990, Requires commission to prioritize services,
Exchides certain services and medical assistance from priority setting. Requires commission fo make
inmtial lrecommendations) report no later than March 1, 1990. Provides for reducing in order of pri-
ority covered benefits for entire covered population if revenyes decline.

Appropriates moneys from General Fund (o Emergency Board for fiscal year beginning July 1,
1990, for expenses of Act if federal waivers are obtained.

] [A,Dﬁ]?ropriaft’s moneys from General Fund lo Executive Department for biennial expenses of com-
mission.

Appropriates moneys from General Fund to Director of Department of Human Resources
for administrative expenses of commission. Limits biennial expenditures from federal funds
collected or received by director of department for administrative expenses of commission.

Limits blennial expenditures from fees, moneys or other revenues, including Miscella-
necus Receipts, excluding federal funds, collected or received by Executive Department for
administrative expenses of commission.

Appropriates moneys from General Fund to Adult and Family Services Division for biennial ad-
ministrative expenses of Act. Limits biennial expenditures from federal funds collected or re-
ceived by division for administrative expenses of Act.

Declares emergency, effective July 1, 1989,

A BILL FOR AN ACT

Relating to health services; creating new provisions; amending ORS 414.025, 414.036, 414.042 and

414.065; appropriaiing money; limiting expenditures; and declaring an emergency.
Be It Enacted by the People of the State of Oregon:

SECTION 1. ORS 414.036 is amended to read:

414.036. {1) The Legislative Assembly {inds that:

{a) Hundreds of thousands of Orcegonians have no heaith insurance or other coverage and lack
the income and resources needed to obtain health care;

{b} The number of [medically needy] persons without access to health services increases dra-
matically during periods of high unemployment;

{¢) Without health coverage, [the medically needy] persons who lack access to health [care
and] services may receive trecatment, {if af all,] but through costly, inefficient, acute care; [arzd]‘

{(d} The unpaid cost of health [care] services for {the medically needy]l such persons is shifted

NOTE: Martter in bold face in an amended section is new; matter {italic and brackefed] is existing law to be omitted
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to paying patients, driving up the cost of hospitalization and health insurance for all Oregonians;
and [}

{e) The state's medical assistance program is increasingly unable to fund the health care
needs of low-income citizens. -

{2} In order to provide access to heaith [carel services for those [mos?] in need, to contain rising
health {care] services costs through appropriate incentives to providers, payers and consumers, to
reduce or eliminate cost shifting and to promote the stability of the health {care] services deliv-
ery system and the health and well-being of all Oregonians, it is the policy of the State of Oregon
1o prdvide medical assistance to those in need [and eligible] whose family income is below the
federal poverty level and who are eligible for |benefils] services under the lprogram) programs
authorized by this chapter.

SECTION 2. As used in this Act, “health services” means at least so much of cach of the fol.

lowing as are approved and funded by the Legislative Assembly:’

{1} Provider services and supplics; -

{2) Outpatient services;

{3) Inpatient hospital services; and

{4) Health promotion and discase prevention services.

SECTION 3. The following services are available to persons eligible for services under this Act
but such services are not subject to subsection (1) of section 4a of this Act:

{1) Nursing facilities and home- and community-based waivered services funded through the
Senior Services Division;

{2) Medical assistance for the aged, the biind and the disabled or medical care provided to
chiidren under ORS 418.001 to 418.034 and 418.187 to 4i8.970;

{3} Institutional, home. and co;nmunitylbased waivered services or Community Mental Health
Program care for the mentally retarded or developmentally disabied, far the chronically mentally ill
or emotionally disturbed and for the treatment of alechol- and drug-dependent pérsons; and

{4) Services to children who are wards of the Children's Services Di\-isic;n by order of the juve-
nile court and services to children and families for health care or mental health care through the
division.

SECTION 4. {I) The Health Services Commission is established, consisting of 11 members ap-
pointed by the Governor and confirmed by the Scnate. Five members shall be physicians licensed to
practice medicine in this state who have ci.inical'experti‘se in the general areas of obstetrics,
perinatal, pediatrics, adult medicine, geriatrics or public health. One of the physicians shall be a
Doctor of Osteopathy. Other members shall include a public health nurse, a social services worker
and four consumers of health care. In making the apbointments, the Governor shall consult with
professional and other interested organizations.

{2) Members of the Health Services Commission shall serve for a term of four yecars, at the
pleasure of the Governor.

{3) Members shall receive no compensation for their services, but subject to any applicable state
taw, shall be allowed actual and necessary travel expenses incurred in the performance of their
duties,

(4) The commission may establish such subcommittees of its members and other medic;ai, eco-
nomic or health services advisers as it determines to be necessary to assist the commission in the
performance of its duties. ’

.
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SECTION da. (1) The Health Services Commission shall consult with the Joint Legisiative
Committee on Health Care and conduct public hearings prior to making the report described in
subsection {3) of this section. The commission shall solicit testimony and information from advocates
for seniors; handicapped persons; mental health services consumers; low-income Oregonians; and
providers of health care, including but not limited to physicians licensed to practice medicine, den-
tists, oral surgeons, chiropractors, naturopaths, hospitals, clinics, pharmacists, nurses and allied
health professionals.

{2) In conjunction with the Joint Legislative Committee on Health Care, the commission shajl
actively solicit public involvement in a community meeting process to build a consensus on the
values to be used to guide health resource aliocation decisions,

{3) The commission shall report to the Governor a list of heaith services ranked by priority,
from the most important to the least important, representing the comparative benefits of each ser-
vice to the entire population to be served. The recommendation shall be accompanied by a report
of an independent actuary retained for the commission to determine rates necessary to cover the
costs of the services.

{4) The commission shall make its report by July 1 of the year preceding each regular session
of the Legislative Assembly and shall submit a copy of its report to the Joint Legislative Commitiee
on Health Care.

{5) The Joint Legislative Committec on Health Care shall determine whether or not Lo recom-
mend funding of the Health Services Commission’s report to the Legislative Assembly and shall ad-
vise the Governor of its recommendalions. After considering the recommendations of the Joint
Legislative Committee on Health Care, the Legislative Assembly shall fund the report to the extent
that funds are available to do so.

SECTION 5. For the purpose of this Act, and for the 1989-1991 biennium only:

{1) The 'Health Services Commission shall make its report to the Governor and to the Joint
Legislative Committee on Health Care no later than March 1, 1980,

{2) The commitiee shall make its recommendations to the Emergency Board.

{3) After consideration of the recommendations of the commitice, the Emergency Board shall
{fund the report to the extent that funds are available to do so.

{4} The Joint Legislative Committee on Health Care and the Emergency Board are not author-
ized to alter the report of the Health Services Commnission. '

SECTION 6. Upon meeting the requirements of section 9 of this Act:

(1} Pursuant to rules adopted by the Adult and Family Services Division, the division shall ex.
ecute prepaid managed care health services contracts for the health services funded pursuant to
section 9 of this Act. The contract must require that all services are provided to the extent and
scope of the Health Services Commission’s report for each service provided under the contract. Such
contracts are not subject to ORS 279.011 to 279.063. It is the intent of this Act that the state move
toward utilizing full service managed care health service providers for providing health services
under this Act. The division shall solicit qualified providers or plans to be reimbursed at rates which

cover the costs of providing the covered services. Such contracts may be with hospitals and medical

* organizations, health maintenance organizations, managed health care plans and any other qualified

public or private entities. The division shall not discriminate against any contractors which offer
services within their providers' lawful scopes of practice.
{2) The initial contract period shall begin on or after July 1, 1990.

(31
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{3} Except for special circumstances recognized in rules of the division, all subseguent contracts
shall be for one-year periods starting on July 1, 1991

(4} In the cvent that there is an insufficient number of qualified entitics to provide for prepaid
managed heaith services contracts in certain areas of the state, the division may instifute a fec-
forservice case management system where possibie or may continue a {ee-forservice payvment sys-
tem for those areas that pay for the same services provided under the health services contracts for
persons eligible for health services under this Act. In addition, the division may make other special
arrangements as necessary to increase the interest of providers in participation in the state's man-
aped care system, including but not limited to the provision of stop-loss insurance for providers
wishing to limit the amount of risk they wish to underwrite. ‘

(5) As provided in subscctions (1) and (4) of this section, the aggregate expenditures by the Aduit
and Family Services Division for health services provided pursuant to this Act shall not exceed the
total dollars appropriated for health services under this Act.

(6} Actions taken by providers, potential providers, contractors and bidders in specifie accord
ance with this Act in forming consortiums or in otherwise entering into contracts to provide health
care services shall be performed pursuant o state supervision and shall be considered to be con-
ducied at the direction of this state, shall be considered to be lawful trade practices and shall not
be considered to be the transaction of insurance for purposes of the Insurance Code.

{7) Health care providers cnnt‘mcl.ing to provide services under this Act shall advise a patient
of any sorvice, treatment or test that is medically necessary but not covered under the contract if
an otdinartly careful practitioner in the same or similar comumunity would do so under the same or
similar circumstances.

SECTION 7. The conunission shall establish a Subcommittee on Mental Health Care and
Chemical Dependency to assist the commission in determining priorities for mental health care and
chemical dependency that shall be reported to the Sixtysixth Legislative Assembly. The subcom.
mitiee shall include mental health and chemical dependency professionals who provide inpatient and
outpationt mental health and chewical dependency care.

SECTION 8. (1) {f insufficient resources are available during a contract period:

(a) The population of cligible persons determined by faw shall not be reduced.

{b) The reimbursement rate for providers and plans established under the contractual agreement
shall not be reduced. )

(2} In the circumstances described in subsection (1) of this section, reimbursement shall be ad-
justed by reducing the health services for the eligible population by eliminating services in the order
of priority recommended by the Health Services Commission, starting with the lcast important and
progressing toward the most important.

{3) The division shall obtain the approval of the Legislative Assembly or Emergency Board, if
the Legislative Assembly is not in session, before instituting the reductions. In addition, providers
contracting to provide health services under this Act must be notified at least two weeks prior to
any legislative consideration of such reductions. Any reductions made under this section shall take
cffect no spconer than 60 days following final legislative action approving the reductions.

SECTION 9. The prerequisites for implementation of this Act are:

(1) The Aduit and Family Services Division shall obtain the necessary agreement from the Fed-
eral Government; and

(2} The Emergency Board must vote affirmatively to authorize the release of the appropriation

(4]
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for the second year of the 1989-1991 biennium.

SECTION 10. Any health care provider or plan contracting to provide services to the eligible
population under this Act shall not be subject to criminal prosecution, civil liability or professional
disciplinary action for failing to provide a service which the Legislative Assembly has not funded
or has climinated from its funding pursuant to section 8 of this Act.

SECTION 11. Notwithstanding the term of office specified by section 4 of this Act, of the
members first appointed to the commission:

(1} Two shall serve for terms ending July 1, 1990,

(2} Three shall serve for terms ending July 1, 1991,

{3} Three shall serve for terms ending July 1, 1992,

{4} Three shall serve for terms ending July 1, 1993.

SECTION 12. (1) In addition to and not in licu of any other appropriation, there is appropriated
to the Emergency Board for the fiscal year beginning July 1, 1990, out’of the General Fund, the sum
of 362,182,348, which may be expended for purposes of this Act if the agreement described in section
9 of this Act is given. The Emergency Board shall authorize expenditures of any or all of the
amount appropriated by this scction upon recommendation of the Joint Legislative Committee on
Health Care.

{2) The amount of the appropriation in subsection (1) of this section is in lieu of the same
amount in the appropriation of the Adult and Family Services Division for medical assistance in the
second year of the biennium ending June 30, 1991,

{3) If all of the moneys referred to in subsection (1) of this section are not allocated by the
Emergency Board prior to July 1, 1990, such moneys on that date become available for purposes of
ORS 414.0253 to 414.325 and 414.610 to 414.670,

{4) Nothing in this section prohibits the Emergency Board from awthorizing expenditures of
amounts greater than appropriations under this section for the purpose of this Act.

SECTION 13. In addition 10 and not in lieu of any other appropriation, there is appropriated
to the Adult and Family Services Division, out of the General Fund, for the biennium beginning July
1, 1989, the sum of $523,567 for purposes of meeting the administrative expenses incurred by the
division under this Act.

SECTION 14. In addition to and not in lieu of any other éppropriation, there is appropriated
to the Office of the Director of the Department of Human Resources, out of the General Fund, for
the biennium beginning July 1, 1989, the sum of $173,780 for purposes of contracting with the
Executive Department for administrative expenses of the Health Services Commission.

SECTION 15. Notwithstanding any other law, the amount of $347,560 is established for the
biennium beginning July 1, 1989, as the maximum limit for the paymeni of expenses from fees,
moneys or other revenues, including Miscellaneous Receipts, excluding federal funds, collected or
received by the Executive Department for purposes of meeting the administrative expenses of the
Health Services Commission.

SECTION 16. Notwithstanding any other law, the amount of $698,298 is cstablished for the
biennium beginning July 1, 1989, as the maximum limit for the payment of expenses from federal
funds collected or received by the Adult and Family Services Division for the purposes of meeting
the administrative expenses incurred by the division under this Act.

SECTION 17. Notwithstanding any other law, the amount of $173,780 is established for the

biennium beginning July 1, 1989, as the maximum limit for the paymeént of expenses from federal

(5]
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funds collected or received by the Office of the Director of the Department of Human Rescurces, for
purposes of contracting with the Executive Department for administrative expenses of the Health
Services Commission.

SECTION 18, Nothing in this Act is intended to limit the authority of the Legisiative Assembly
to authorize services for persons whose income exceeds 100 percent of the federal poverty level for
whom federal medical assistance matching funds are available if state funds are available therefor.

SECTION 19. ORS 414.025 is amended to read:

414.025. As used in this ¢hapter, unless the context or a specially appiicable statutory definition
requires otherwise:

{1) “Category of aid” means old-age assistance, aid to the blind, aid to the disabled, aid to de-
pendent children or Suppiemental Security Income payment of the Federal Government.

(2) “Categorically needy” means, insofar as funds are available for the category, a person who
is a resident of this state and whe:

(a) Is receiving a category of aid. : .

{b) Would be eligible for, but is not receiving a category of aid.

{c} Is in a medical facility and, if the person left such facility, would be eligible for a category
of aid.

() Is under the age of 2] years and would be a dependent child under the program for aid to
dependent children except for age and regular attendance in school or in a course of vocational or
technical training.

(e} Is a caretaker relalive named in ORS 418035 (1)Mc¢) who cares for a dependent child who
would be a dependent child under the program for aid to dependent children except for age and
regular attendance in school or in a course of vocational or technical training; or is the spouse of
such caretaker relative and fulfills the requirements of ORS 418.035 (2).

{0 Is under the age of 21 years, is in a foster family home or licensed child-caring agency or
institution under a purchase of care agreement and is one for whom a public agency of this state
is assuming {inancial responsibility, in whole or in part. -

(g) Is a spouse of an individual receiving a category of aid and who is living with the recipient
of a category of aid, whose needs and income are taken into account in determining the cash needs
of the recipient of a category of aid, and who is determined by the Adult and Family Services Di-
vision to be essential to the well-being of the recipient of a category of aid.

{h) Is a carctaker relative named in ORS 418.035 {1){c) who cares for a dependent child receiving
aid to dependent children, or a child who would be eligible to receive aid to dependent children
except for duration of residence requirement; or is the spouse of such caretaker refative and fulfiils
the requirements of ORS 418.035 (2). '

() Is under the age of 21 years, is in a youth care center and is one for whom a public agency
of this state is assuming financial responsibility, in whole or in part.

() Is under the age of 21 years and is in an intermediate care facility which includes institutions.
for the mentally retarded; or is under the age of 22 years and is in a psychiatric hospital.

(k) Is under the age of 21 years and is in an independent living situation with all or part of the
maintenance cost paid by Children’s Services Division.

(L} Is a member of a family which received aid to dependent children in at least three of the
six months immediately preceding the month in which such family became ineligible for such as-

sistance because of increased hours of or increased income from employment. As long as the member

{6l
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of the family is employed, such families will continue o be eligible for medical assistance for a pe-
riod of four calendar months beginning with the month in which such family became ineligible for
assistance because of increased hours of employment or increased earnings.

{m} Was receiving Title XIX benefits in the month of December 1973, and for that reason met
all conditions of eligibility including financial eligibility for aid to the disabled or blind by criteria
for blindness or disabiiity and financial criteria established by the State of Oregon in effect on or
before December 1973, had been determined to meet, and for subsequent months met all eligibility
requirements.

{n) Is an essential spouse of an individual described in paragraph {m) of this subscction.

{0} Is an adopted person under 21 years of age for whom a public agency is assuming {inancial
responsibility in whole or in part.

{p} Is an individual or is a moember of a group who is required by federal law to be included in
the state's medical assistance program in order for that program to qualify for federal funds.

{g) Is an individual or member of a group who, subject to the rules of the division and within
available funds, may optionally be included in the state’s medical assistance program under federal
faw and regulations concerning the availability of federal funds for the expenses of that individual
or group.

{r) Is a pregnant woman who would be eligible for aid to families with dependent children in-
cluding such aid based on the unemployment of a parent, whether or not the woman is eligible for
cash assistance.

(s} Would be eligible for aid to families with dependent children pursuant to 42 U.S.C. 607 based
upon the unemployment of a paront, whether or not the stale provides cash assistance.

(t) Except as otherwise provided in this section and to the extent of avatlable funds, is a preg.
nant woman or child for whom federal financial participation is available under Title X1X of the
federal Social Security Act.

{u) Is not otherwise categorically needy and is not eligible for care under Title XVIII of
the federal Social Security Act, but whose family income is less than the federal poverty
level.

(3) “Essential spouse” means the husband or wife of a recipient of a category of aid who is
ncedy, is living with the recipient and provides a service that otherwise would have to be provided
by some other means.

(4) “Income” means income as defined in ORS 413.005 (3).

(5) “Medical assistance” means so much of the following medical and remedial care and services
as may be prescribed by the Adult and Family Services Division according to the standards estab-
lished pursuant to ORS 414.065, including payments made for services provided under an insurance
or other contractual arrangement and money paid directly to the recipient for the purchase of
medical care:

(a) Inpatient hospital services, other than services in an institution for mental diseases;

{b) Outpatient hospital services;

{c} Other laboratory and X-ray services;

{d) Skilled nursing facility services, other than services in an institution for mental discases;

(e) Physicians’ services, whether furnished in the office, the patient’s home, a hospital, a skilled
nursing facility or elsewhere;

() Medical care, or any other type of remedial care recognized under state law, furnished by

(7
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licensed practitioners within the scope of their practice as defined by state law;

{g Home health care services;

{h) Private duty nursing scrvices;

(i Chnic services;

{j) Dental services;

{k} Physical therapy and related services;

"{L) Prescribed drugs, dentures, and prosthetic devices; and eyeglasses prescribed by a physician
skilled in diseases of the eye or by an optometrist, whichever the individual may select;

(m) Other diagnostic, screening, preveniive and rehabilitative services;

{n) Inpatient hospital services, skilled nursing facility services and intermediate care facility
services for individuals 85 years of age or over in an institution {or mental diseases;

{o) Any other medical care, and any other type of remediat care recognized under state law,;

{p) Periodic screcning and diagnosis of individuals under the age of 21 years to ascertain their
physical or mental defects, and such health care, treatment and other measures to correct or amel-*
torate defects and chronic conditions discovered thereby; and

(q) Inpatient hospital services for individuals under 22 years of age in an institution for mental
discases.

{6) “Medical assistance” includes any care or services for any individual who is a patient in a
medical institution or any care or services for any individual who has attained 65 years of age or
is under 22 years of age, and who is a patient in a private or public institution for mental diseases.
“Medical assistance” includes “health services” as defined in section 2 of this 1989 Act.
“Medical assistance™ does not include care or services for an inmate in a nonmedical public insti-
tution. .

(7} “Medically needy” means a person who is a resident of this state and who is considered el-
tgible under {ederal law for medically necdy assistance.

(8) “Resources” means resources as defined in ORS 413.005 (4).

SECTION 20. ORS. 414.042 is amended to rcad:

414.042. (1) The need for and the amount of medical assistance to be made available for each
eligible group of recipients of medical assistance shall be determined, in accordance with the
rules of the Adult and Family Services Division, taking into account:

(a) The requirements and needs of the person, the spouse and other dependents;

{b) The income, resources and maintenance available to the person;

{¢) The responsibility of the spouse, and, with'respect to a person who is blind, or is permanently
and totally disabled, or is under the age of 21 years, the responsibility of the parents; land]

{d} The conditions existing in each case; and [.] '

{e} Except for eligible groups of aged, blind an& disabled, or children under ORS 413.001
to 418.034 and 418.187 to 418.970, the report of the Health Services Commission as funded by
the Legislative Assembly.

(2) Such amounts of income and resources may be disregarded as the division may prescribe by
rules, except that the division may not require any needy person over 63 years of age, as a condition
of entering or remaining in a hospital, nursing home or other congregate care facility, to sell any
real property normally used as such person’s home. Any rule or regulation .of the division incon:
sistent with this section is to that extent invalid. The amounts to be disregarded shall be within the

limits required or permitted by federal law, rules or orders applicable thereto.

(8l
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{3) In the determination of the amount of medical assistance available to a medically needy
person, all income and resources available to the person in excess of the amounts prescribed in ORS
414.038, within limits prescribed by the division, shall be applied first 1o costs of needed medical and
remedial care and services not available under the medical assistance program and then to the costs
of benefits under the medical assistance program.

SECTION 21. ORS 414.065 is amended to read:

414.065. (1) With respect to medical and remedial care and services to be provided in medical
asststance during any period, and within the Hmits of funds available therefor, the Adult and Family
Services Division shall determine, subjoct 1o such revisions as it may make from time to time and
with respect to the “health services” defined in section 2 of this 1989 Act, subject to legisla-
tive funding in response to the report of the Health Services Commission:

(a) The types and extent of medical and remedial care and services to be provided to each eli-
gible group of recipients of medical assistance.

(b) Standards to be observed in the provision of medical and remedial care and services.

{c} The number of days of medical and remedial care and services toward the cost of which
public assistance funds will be expended in the care of any person.

{d) Reasonable fees, charges and daily rates to which public assistance funds will be applied
toward meoting the costs of providing medical and remedial care and services to an apphicant or
recipient.

(0} Reasonable foes for professional medical and dental services which may be based on usual
and customary fees in the focality for similar services.

{2) The types and extent of medical and remedial care and services and the amounts to be paid
in meeling the costs thereof, as determmined and fixed by the division and within the lhnits of Tunds
available thercfor, shall be the total available for medical assistance and pavmoents for such medical
assistance shall be the total amounts from public assistance funds avatlable to providers of medical
and remedial care and services in meeting the costs thereof.

(3) Except [or payments under a cost-sharving plan, payments made by the division lor medical
assistance shall constitute payiment in full for all medical and remedial care and services for which
such payvments of medical assistance were made,

(4) Medical benefits, standards and limits established pursuant 1o paragraphs {a}, (b) and (¢} of
subscction (1) of this section for the eligible medically needy may be less but shall not exeeed
medical benefits, standards and himits established for the eligible calegorically needy, except that,
in the case of a research and demonstration project entered into under ORS 411.135, medical bene-
fits, standards and limits for the eligible medically needy may exceed those established for specific
eligible groups of the categorically needy.

(3) Notwithstanding the provisions of this section, the division shall cause Type A hospitals, as
defined in ORS 442.470, identified by the Office of Rural Health as rural hospitals to be reimbursed
fully for the cost of covered services based on the Medicare determination of reasonable cost as
derived from the Hospital and Hospital Health Care Complex Cost Report, referred to as the Medi-
care Report, provided by the hospital to a person entitled to receive medical assistance.

SECTION 22. This Act being necessary for the immediate preservation of the public peace,
health and safety, an emergency is declared to exist, and this Act takes effect July 1, 1989.

(9
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65th OREGON LEGISLATIVE ASSEMBLY--1939 Regular Session

C-Engrossed
Senate Bill 935

Ordered by the Tlouse May 31
Inctuding Senate Amendments dated April 6 and April 28 and House
Amendments dated Mav 31

Sponsored by COMMITTEE ON HEALTH INSURANCE AND BIO-ETHICS

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assembly. It is an editor's briefl statement of the essemtial features of the
measure,

Requires Insurance Pool Governing Board to provide health care packages that are fair
to all and report on its activities to Sixty-sixth Lepgislative Assembly. Requires distribution
of notice regarding effect and operation of Act.

Revises eligibility and coverage of health insurance pool lor small employers.

Specifies requirements for eligibility of employers, Prescribes requirements for coverage.
Limits employe contribution for insurance to Si3

Createos Insurance Pool Fund. Reguires certain employers not providing health insurance by
1994 to make monthly payments to fund. Provides formula for payments. Appropriates moneys in
fund to Health Insurance Pool Governing Board for purposcs of Act.

Prescribes schedule and phaseout for tax credit allowed to employer for providing health cov-
crage. Requires board to report number of employes insured through Act on specified dates. Makes
extenston of higher tax credits and repeal of employer contribution contingent on specified number
of insured employes. Prarates credit for nonresident employers, Allows board, after July 1, [/990]
1991, to establish health insurance program without tax credit for larger businesses which are al-
ready providing health bencfits,

Requires Oregon Health Council to monitor and evaluate health benefits available under
program and effect of plans on health care costs. Revises membership of board and reguires
appointments to be made by October 1, 1989.

A BILL FOR AN ACT

Relating to health care; creating new provisions; amending ORS 316.096, 317.113, 653.725, 653.765

and 633.775; and appropriating money.
Be It Enacted by the People of the State of Oregon:

SECTION 1. It ig the policy of the State of Oregon to provide health services 1o those in need.
I Senate Bill 27 becomes Jaw, scrvices to Oregonians who do net have heaith insurance must in-
clude substantially similar medical services as those recommended by the Health Services Commis-
sion and funded by the appropriate legislative review agency, as defined in ORS 291:371, pursuant
to chapter , Oregon Laws 1989 (Enrolled Senate Bill 27). ,

SECTION 2. {1) The Insurance Pool Governing Board shall provide packages of health services
that are fair to consumers, providers and citizens of this state.

(2) The board shall:

{a} Examine the advantages and disadvantages of various alternatives for implementing a state-
wide pool; and

{by After considering employe health benefit plans being provided by employers and the full
priority list reccommended by the Health Services Commission, the board shall determine benefit
packages and other requirements that should be in place before implementing subsection {4) of sec-
tion 4 of this Act.

{3} Report on its activities pursuant to this section to the Joint Legislative Committee on Health

NOTE: Matter in bold face in an amended section is new; matter [italic and bracketed) ts existing law to be omitted
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Care.

SECTION 3. (1) The Insurance Pool Governing Board shall report to the Sixty-sixth Legisiative
Assembly by submitting copies of its report to the President of the Senate and the Speaker of the
House of Representatives who may refer the report Lo appropriate standing committees.

(2) A preliminary version of the report, the contents of which is described in paragraphs (a) and
{(b) of subsection {2) of section 2 of this Act, is due by September 1, 1990, and the final report is due
by January 1, 1981. The {inal report shall be submitted in the manner described in subsection (1)
of this section. '

SECTION 4. ORS $633.765 is amended to read:

653.765. (1) In order to be eligible to participate in the programs authorized by ORS 316.096,
317.113, 318.170 and 633.705 to 633.783, an employer shall:

({1} (a) Employ no more than 23 employes who do not have health insurance as a spouse,
dependent or otherwise,

{231 {b) Have not contributed within the preceding two years to any group health insurance.
premium on behalf of an employe who is to be covered by the employer’s contribution.

{t3)} {c) Make a kminimum} contribution to be set by the board toward the premium incurred on
behalfl of a covered employe.

{t4)) (2} An cmployer may clect to cover fewer than the total number of employes so ong as its
covered class includes all employes in the class. .

{3) The Insurance Pool Governing Board may waive the provision of paragraph (a} of
subsection {1} of this section if a sufficient number of the employes of the employer are eli-
gible for medical assistance under ORS chapter 414 so that only 25 or fewer employes are
eligible for coverage under this section. '

(4) On and after July 1, 1991, with the approval of the Sixty-sixth Legislative Assembly,
the board may establish health insurance programs for employers who employ more than 25
employes or for those employers employing 25 or fewer employes who have provided health
insurance for the purposes of ORS 653.705 to 653.785 only, if the employer otherwise satisfies
the requirements of this section.

(5) The board shall not discriminate against any contractors which offer services within
their providers’ lawful scopes of practice. A

{6) Any contribution by an employer to a health insurance plan within the preceding two
years solely for the benefit of the employer or the employer’s dependents shall not be con-
sidered to disqualify the employer under paragraph (b) of subsection (1) of this section.

SECTION 5. ORS 653.775 is amended to read:

653.775. (1) Part | coverage [shall focus on episodic acute care and recovery care for catastrophic
illness or accident. The coverage] applics to eligible covered employes only. ’

{(2) The plan shall have a [deductible and o high)] stop loss to insure that no employe is required
to pay the costs of a major accident or iliness, beyond the costs of the deductible and other rea-
sonable cost-sharing requirements and that Part | coverage can be obtained at a low enough cost
to insure accessibility.

{3) Subject to subsection (4) of this section, employers shall pay the premium of Part | coverage
up to a maximum of 540 for each eligible covered employe per month.

{4) All covered eligible employes shall participate in and be covered by st least Part [ coverage.

An employer may require a minimum employe contribution of not to exceed 25 percent of the pre-

(2)



LTI N U -

W o~ &

35
36
37
38
39
40
41
42
43
44

C-Eng. SB 935

mium or $15, whichever is the lesser, {or only Part | coverage described in this section,

{5} Part I coverage shall include at least those health care services described by section
1 of this 1989 Act.

(6) The amounts specified in this section apply only to those employers who qualify for
tax credits under ORS 316.096, 317.113 or 318.170.

SECTION 5a. (1) The Governor shall direct a state agency that regularly distributes notices
or report forms, including tax return forms, {o persons who are or may be employers to give notice
to such persons of the current and anticipated effect and operation of this Act.

{2} The content of the notice shall be prepared by the Insurance Pool Governing Board. The
affected state agency shall use the text supplied by the board.

{3) The notice shall be printed at the board’s expense and distributed at the agency's expense.
The agency shall make its distribution not later than 120 days afier the effective date of this Act.
SECTION 6. Section 7 of this Act is added to and made a part of ORS 653.705 to 653.785.

SECTION 7. (1) There is created the Insurance Pool Fund. All employers who have not provided
employe and dependent health care benefits, including group health insurance, a self-funding entity
and employe wellare benefit pilan that provides health plan benefits, or participation under ORS
853.765, by January 1, 1994, shall make monthly payments to the fund equal Lo the contribution set
by the board for cach employe of the employer. The payments shall be based on a percentage of
taxable payroll calculated to be equivalent to 75 percent of the cost of a basic health benefits
package for each employe and at least 50 percent. for dependent coverage. The Insurance Pool Fund
shall be considered a state agency for purposes of ORS 293.240 and 293.245.

{2) The Insurance Pool Fund shall be continuously appropriated to the board for the purpose of
providing access to adequate health care for employes of employers described in this section.

(3} An cmployer who is eligible under ORS 653.765 (1){(a) to (¢} who obtain health benefits for
employes by means other than through the pool shall notily the Insurance Pool Governing Board
of the number of employes being provided health benefits by the employer.

(4) Upon application therefor by an employer who is otherwise subject to making the payments
required under this section, the board may exempt the employer from such requirement due to
hardship and fix the terms and conditions of the exemption. The board by rule shall establish pro-
cedures under which it reviews such applications. The denial of an exemption is appealable under
ORS 183.484.

(5) If a person first becomes an employer after January 1, 1994, the person shall be allowed 18
months from the commencement of business as an employer before being required to make payments
under this section. If the person obtains employe and dependent health benefit coverage during the
18-month period and meets the eligibility requirements of ORS 653.765, the person shall be eligible
for a tax credit in the amount of §25 per month per eligible covered employe or 50 percent of the
total amount paid by the person during the taxable year, whichever is less, for one year after such
coverage is provided. In all other respects, ORS 316.096, 317.113 and 318.170 apply to the person to
whom this subsection applies.

SECTION 8. ORS 316.096 is amended to read:

316.096. (1) A credit against the taxes otherwise due under this chapter shall be allowed to a
resident employer for amounts paid during the taxable year for purposes of this section and ORS
317.113, 318.170 and 653.715 to 653.785 on behalf of an eligible employe as defined in ORS 653.705

to provide health insurance or care.

{3]
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. 1(2) The amount of the credit allowed by subsection (1) of this section shall be §25 per month per
eligible covered employe or 30 percent of the lolal amount paid by the employer during the laxable year,
whichever is less, for the first two years of participation. In the third year, the credit shall be equal
to 73 percent of the lesser of 823 per month per empluye or 50 percent of the total amoeunt paid to the
board. In the fourth year, the credit shall be equal to 50 percent of the lesser of 823 per month per
employe or 50 percen! of the total amouni paid to the board. In the fifth yeur, the credit shall be equal
to 23 percent of the lesser of §25 per month per employe or 30 percent of the total amount peid te the
board. For the sixth and subsequent years, no credit shall be allowed.)

{2) The amount of the credit allowed by subsection (1) of this section shall end on De-
cember 31, 1993, and shrll be equal to the dollar amount specified in the following table or
50 percent of the total amount paid by the employe during the taxable year, whichever is the

lesser:

Year of - Dollar Amount Per *
Participation ‘ Covered Employe
Per Month
1989 $25
1990 $25
1991 $18.75
1952 $12.50
1993 $6.25

(3) As used in this section “employer” means an employer carrying on a business, trade, ovcu.
pation or profession in this state who is an employer within the meaning of ORS 653.705.

(4) I the credit allowed by this section is claimed, the amount of any deduction allowable under
this chapter for expenses deoscribed in this section shall be reduced by the dollar amount of the
credit. The election to ciaim the credit shall be made at the time of (iling the tax refurn in ac
cordance with rules adopled by the departmoent.

{3) Any amount of expenses paid by an employer under this section and ORS 317.113, 318.170
and 653.715 to 653.785 shall not be included as income o the employe for purposes of this chapter.
Iff such expenses have been included in arriving at federal taxabile income of the employe, the
amount included shall be subtracted in arriving at state taxable income under this chapter. As used
in ORS 316.162, with respect to the employe, “wages” does not include expenses paid under this
section and ORS 317.113, 318.170 and 633.713 to 653.785. .

(6) A nonresident shall be allowed the credit computed in the same manner and subject to the
same limitations as the credit allowed a resident by this section. However, the credit shall be pro-
rated using the proportion provided in ORS 316.117.

{7) If a change in the taxable year of a taxpayer occurs as described in ORS 314.085, or if the
department lerminates the taxpayer's taxable year under ORS 314.440, the credit allowed by this
section shall be prorated or computed in a manner consistent with ORS 314.085.

{8) If a change in the status of a taxpayer from resident to nonresident or {rom nonresident to
resident occurs, the credit allowed by this section shall be determined in a manner consistent with
ORS 315.117.

{9) Any tax credit otherwise allowable under this section which is not used by the taxpayer in

(4}
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a particular year may not be carried forward and oflset against the taxpayer's tax liability for the
next succeeding tax year.

{10} If the taxpayer is a shareholder of an S corporation that has elecied to take tax credit relief
pursuant to ORS 317.113 (7), the credit shall be computed using the shareholder’s pro rata share of
the corporation’s expenses described in this section. In all other respects, the allowance and effect
of the tax credit shall apply to the corporation as otherwise provided by law,

SECTION 9. ORS 317.113 is amended Lo read: A

317.113. (1) A credil against the taxes otherwise due under this chapter shall be allowed to an
employer for amounts paid during the taxable year for purposes of ORS 316.096, 317.113, 318.176 and
653.715 to 653.785 on behalf of an cligible employe as defined in ORS 653.705 to provide care for a
qualified individual.

[(2) The amount of the credil allowed by subsection (I) of this section shall be $25 per month per
eligible covered employe or 80 percent of the totul amount paid by the employer during the laxable year,
whichever is less, for the first two years of participation. In the third year, the credit shall be equal
to 75 percenl! of the lesser of $25 per month per employe or 50 percent of the tofal amount paid to the
board. In the fourth year, the credit shall be equal to 50 percent of the lesser of $25 per month per
employe or 50 percent of the total amount paid to the board. In the fifth year, the credit shall be equal
to 25 percent of the lesser of $25 per month per employe or 50 percent of the fotal amount paid to the
board. For the sixth and subsequent years, no credil shall be allowed.]

{2) The amount of the credit allowed by subsection (1) of this section shall end on De-
cember 31, 1993, and shall be equal to the dollar amount specified in the following table or
50 percent of the total amount paid by the employe during the taxable year, whichever is the

lesser:

Year of Pollar Amount Per
Participation Covered Employe
Per Month
1989 $25
1990 $25
1991 $18.75
1992 $12.50
1993 $6.25

{3 As used in this section, “employer” means a taxpayer subject to the tax imposed by this
chapter paying compensation in this state. ‘

(4) If the credit allowed by this section is claimed, the amount of any deduction allowable under
this chapter for expenses described in this section shall be reduced by the dollar amount of the
credit. The election to claim the credit shall be made at the time of filing the tax return in ac-
cordance with rules adopted by the department.

(5} Any amount of expenses paid by an employer under ORS 316.096, 317.113, 318.170 and 653.715
to 653.785 shall not be included as income to the employe for purposes of the Personal Income Téx
Act of 1969. I such expenses have been included in arriving at federal taxable income of the
employe, the amount included shall be subtracted in arriving at state taxable income under the
Personal Income Tax Act of 1969, As used in ORS 316.162, with respect to the employe, “wages”

£5]
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does not include expenses patd under ORS 316.096, 317.113, 318.170 and 633.715 10 633.785,

{8) Any tax credit otherwise allowabie under this section which is not used by the taxpayer in
a particular year may not be carried forward and offset against’ the taxpayer's tax liability for the
next succeceding tax _v'ear.

(7} If the taxpayer is an electing small business corporation as defined in section 1361 of the
[nterna! Revenue Code, and the taxpayer elecis to take tax credit relief, the election may be made
on behalf of the corporation’s sharcholders. Each shareholder shall be entitled to take tax credit
relief as pravided in ORS 316.096, based on that shareholder's pro rata share of the expenses de-
scribed in this section.

SECTION 10. Before January 1, 1992, the board shall report publicly on the number of employes
provided health care benefits as described in section 7 of this Act on October 1, 1991, who did not
receive such benefits before April 1, 1989, If the number exceeds 50,000, ORS 316.096 and 317.113
are further amended as provided in sections 11 and 12 of this Act, effective January 1, 1992. In de-
termining the minimun number for purposes of this section, the Insurance Pool Governing Board
shall include the number of employes who are covered by the pool or who were covered by the pool
during the period and whose coverage was withdrawn from the pool but continued by means de-
seribed in and which has been reported to the board under section 7 of this Act.

SECTION 11. ORS 316.096, as amended by section 8 of this Act, is further amended to read:

316.096. (1} A credit against the taxes otherwise due under this chapter shall be allowed to a
resident employer for amounts paid during the taxable year for purposes of this section and ORS
317.113, 318.170 and 853.715 to 653.785 on behalfl of an ecligible ecmploye as defined in ORS 633.705
to provide hecalth insurance or care. ‘

(2) The amount of the credil allowed by subsection (1) of this section shall be $25 per month per
eligible covered employe or 50 percen! of the total emount paid by the employer during the taxable year,
whichever is less, for the first two years of participation ending December 31, [990. In the third year,
ending December 31, 1991, the credit shall be equal te 75 percent of the lesser of $25 per month per
employe or 50 percent of the total amount paid to the board. In the fourth :year. ending December 31,
1992, the credit shall be equal to 30 percent of the lesser of $25 per month per employe or 50 percent
of the total amount paid to the board. In the fifth year, ending December 31, 1993, the credit shall be
equal to 25 percent of the lesser of 325 per month per employe or 50 percent of the total amount paid
to the board., For the sixth and subsequeni years, no eredit shall be allowed.]

{2) The amount of the credit allowed by subsection (1) of this section shall end on De-

cember 31, 1993, and shall be equal to the dollar amount specified in the following table or

50 percent of the total amount paid by the employe during the taxable year, whichever is the

lesser:

Year of Dollar Amount Per
Participation Covered Employe

Per Month

1989 | $25

1990 ' $25

1991 - 825

1992 $18.75

1993 $12.56
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(3) As used in this section, “employer” means an employer carrying on a business, trade, occu-
pation or profession in this state who is an employer within the meaning of ORS 653.703.

(4) If the credit aliowed by this section is elaimed, !.hc: amount of any deduction allowable under
this chapter lor expenses described in this section shall be reduced by the dollar amount of the
credit. The election to claim the credit shall be made at the time of filing the tax return in ac-
cordance with rules adopted by the departmeni.

{3) Any amount of expenses paid by an employer under this section and ORS 317.113, 318.170
and 653.715 to 6353.785 shall not be included as income 1o the employe for purposes of this chapter.
If such expenses have been included in arriving at federal taxable income of the employe, the
amount included shall be subtracted in arriving at state taxable income under this chapter. As used

in ORS 316.162, with respect to the employe, “wages” does not include expenses paid under this
section and QRS 317.113, 318.170 and 653.715 to B53.785.

{8) A donresident shall be allowed the credit computed in the same manner and subject to the
same limitations as the credit allowed a resident by this section. However, the credit shall be pro-
rated using the proportion provided in ORS 316.117.

(7) If a change in the taxable year of a taxpayer occurs as deseribed in ORS 314.085, or if the
department terminales the taxpayer's taxable year under ORS 314.440, the credit allowed by this
scction shall be prorated or computed in a manner consistent with ORS 314.085.

{8) If a change in the status of a taxpayer from resident te nonresident or from nonresident to
resident occurs, the credit allowed by this section shall be determined in a manner consistent with
ORS 318.117.

(9 Any tax credit otherwise allowable under this section which is not used by the taxpayer in
a particular year may not be carried forward and offset against the taxpayer's tax liability for the
next succeeding tax year.

(10) If the taxpayer Is a sharcholder of an S corporation that has elected to take tax credit relief
pursuant to ORS 317.113 (7), the credit shall be computed using the sharcholder’s pro rata share of
the corporation’s expenses described in this section. ln all other respects, the allowance and cffect
of the tax credit shall apply to the corporation as otherwise provided by law.

SECTION 12. ORS 317.113, as amended by section 9 of this Act, is further amended to read:

317.113. (1) A credit against the taxes otherwise due under this chapter shall be allowed to an
employer for amounts paid during the taxable year for purposes of ORS 316.096, 317.113, 318.170 and
653.715 Lo 653.785 on behall of an eligible employe as defined in ORS 653.705 to provide carc for a
qualified individual.

{(2) The amount of the credit allowed by subsection (1) of this section shall be $25 per month per
eligible covered employe or 50 percent of the total amount paid by the emplojer during the taxable year,
whichever is less, for the first two years of participation ending December 31, 1990. In the third year,
ending December 31, 1991, the credit shall be equal to 75 percent of the lesser of $25 per month ber
employe or 50 percent of the total amount paid to the board. In the fourth year, ending December 31,
1992, the credit shall be equal to 50 percent of the lesser of $25 per month per employe or 50 percent
of the total amount paid te the board. In the fifth year, ending December 31, 1993, the credit shall be
equal to 25 percent of the lesser of $25 per month per employe or 50 percent of the tolal amount paid
to the board. For the sixth and subsequent years, no credit shall be allowed.]

(2) The amount of the credit allowed by subsection (1) of this section shall end on Pe-
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cember 31, 1993, and shall be equal to the dollar amount specified in the following table or

50 percent of the total amount paid by the employe during the taxable year, whichever is the

lesser:

Year of

Participation

1989
1950
1991
1992
1993

Dollar Amount Per
Covered Employe
Per Month
$25
$25
$25
$18.75
$12.50

{3) As used in this section, “employer” means a taxpayer subject to the tax imposed by this’

chapter paying compensation in this state.

{4) If the credit allowed by this section is claimed, the amount of any deduction aliowable under
this chapler for expenscs described in this section shall be reduced by the dollar amount of the
credit. The clection to claim the credit shall be made at the time of filing the tax return in ac.
cordance with rules adopted by the department.

{3) Any amount of expenses paid by an employer under ORS 316.096, 317,113, .‘518.170 and 653.715
to 653.785 shall not be included as income to the employe {or purposes of the Personal Income Tax
Act of 1969 Il such expenses have been included in arriving at federal taxable income of the
crmploye, the amount included shall be sublracted in arriving at state taxable income under the
Personal Income Tax Act of 1969. As used in ORS 316.162, with respect to the employe, “wages”
does not include expenses paid under ORS 316.098, 317.113, 318.170 and 633.715 to 633.785.

(6) Any tax credit otherwise allowable under this section which is not psed by the taxpayer in

a particular year may not be carried forward and offset against the taxpayer's tax liability for the

next succeeding tax year.

{7} If the taxpayer is an electing small business corporation as defined in section 1361 of the
Internal Revenue Code, and the taxpayer elects 1o take tax credit relief, the election may be made
on behalf of the corporation’s sharcholders. Each sharcholder shall be entitled to take tax credit
relief as provided in ORS 316.096, bused on that shareholder's pro rata share of the expenses de-

scribed in this section,

SECTION 13. Before January 1, 1993, the board shall report publicly on the number of employes
provided health care benefits as described in section 7 of this Act on October 1, 1992, who did not
receive such benefits before April 1, 1989, If the number exceeds 100,000, ORS 316.096 and 317.113
are further amended as provided in sections 14 and 15 of this Act, effective January 1, 1993, [n de-
termining the minimum number for purposes of this section, the Insurance Pool Governing Board
shall include the number of employes who are covered by the pool or who were covered by the pool
during the period and whose coverage was withdrawn from the pool but continued by means de-
scribed in and which has been reported to the board under section 7 of this Act.

SECTION 4. ORS 316.096, as amended by sections 8 and 11 of this Act, is further amended to

read:

316.096. {1) A credit against the taxes otherwise due under this chapter shall be allowed to a
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resident employer for amounts paid during the taxable year for purposes of this section and ORS
317.113, 318.170 and 653.715 1o 633.785 on behalf of an eligible employe as defined in ORS 633.705
to provide health insurance or care.

1(2) The amount of the credit allowed by subsection (1) of this section shall be $25 per month per
eligible covered employe or 50 percent of the lotal amount paid by the employer during the taxable year,
whichever (s less, for the first three years of participation ending December 31, 1991, In the fourth year,
ending December 31, 1992, the credit shall be equal to 75 percent of the lesser of S25 per month per
employe or 30 percent of the total amount paid te the board. In the fifth year, ending December 31,
1993, the credit shall be equal to 30 percent of the lesser of 825 per month per employe or 30 percent
of the (otal amount paid lo the board. For the sixth and subsequeni years, no credit shall be
allowed. )

{2) The amount of the credit allowed by subsection (1) of this section shall end on De-
cember 31, 1993, and shall be equal to the dollar amount specified in the following table or
50 percent of the total amount paid by the employe during the taxable year, whichever is the

lesser:;

Year of Dollar Amount Per
Participation Covered Employe
Per Month
1989 $25
1990 $25
1991 $25
1992 $18.75
1993 $18.75

(3) As uscd In this section, “employer™ means an cmployer carrying en a business, trade, occu-
pation or profession in this staie who is an employer within the meaning of ORS 653.705.

() If the credit allowed by this section is clabned, the amount of any deduction allowabie under
this chapter for cxpenses deseribed in this section shall be reduced by the dollar amount of the
credit. The ciection to claim the eredit shall be made at the time of filing the tax return in ac-
cordance with rules adopted by the department.

(3) Any amount of expenses paid by an employer under this section and ORS 317.113, 318.170
and 653.715 to 653.785 shali not be included as income to the employe for purposes of this chapter.
If such expenses have been included in arriving at federal taxable income of the employe, the
amount included shall be subtracied in arriving at state taxable income under this chapter. As used
in ORS 316.162, with respect 1o the employe, “wages” does not include expenses paid under this
section and ORS 317.113, 318.170 and 653.715 to 653.785.

{6} A nonresident shall be allowed the credit computed in the same manner and subject to the
same limitations as the credit allowed a resident by this section. However, the credit shall be pro-
rated using the proportion provided in ORS 316.117.

(7} If a change in the taxable year of a taxpayer occurs as described in ORS 314.085, or il the
department terminates the taxpayer's taxable year under ORS 314.440, the credit allowed by this
section shall be prorated or computed in a manner consistent with ORS 314.085.

(8) If a change in the status of a Laxpayer from resident to nonresident or from nonresident to
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resident occurs, the credit allowed by this section shall be determined in a manner consistent with
ORS 316.117.

{9} Any tax credit otherwise allowable under this section which is not used by the taxpayer in
a particular year may not i)c carried forward and offset against the taxpayer's tax liability for the
next succeeding tax year.

(10) If the taxpayer is a shareholder of an 8 corporation that has elected to take tax credit relief
pursuant to ORS 317.113 {7, the credit shali be computed using the sharcholder’s pro rata share of
the corporation’s expenses described in this section. In all other respects, the allowance and effect
ol the tax credit shall apply to the corporallion as otherwise provided by law,

SECTION 15. ORS 317.113, as amended by sections 9 and 12 of this Act, is (urther amended to
read:

317.113. (1) A credit against the taxes otherwise due under this chapter shall be allowed to an
employer for amounts paid during the taxable year for purposes of ORS 316.096, 317.113, 318.170 and
653.715 to 653.785 on behalf of an eligible employe as defined in ORS 833.705 to provide care for a*
qualified individual. | '

((2) The amount of the credit allowed by subsection (1} of this section shall be $25 per month per
eligible covered employe or 50 percent of the total amount paid by the employer during the taxable year,
whichever is less, fér the first three years of participation ending December 31, 1991. In the fourth year,
ending December 31, 1932, the credit shall be equal to 75 percent of the lesser of 825 per month per
employe or 50 percent of the total amount paid. to the board. In the [ifth year, ending December 31,
1893, the credit shall be equal to 30 percent of the lesser of $25 per month per employe or 30 percent
of the lote!l amoun! paid to the board. For the sixth and subsequen! years, no credil shall be
allowed.] ‘

{2} The amount of the credit. allowed by subsection (1) of this .section shall end on De-
cember 31, 1993, and shall be equal to the dollar amount specified in the following table or
50 percen‘t of the total amount paid by the employe during the taxable year, whichever is the

lesser:

Year of Dollar Amount Per
Participation Covered Employe
Per Month
1989 T $25
1990 _ $25
1991 $25
1992 $18.75

1993 $18.75

(3) As used in this section, “employer” means a taxpayer subject to the tax imposed by this
chapter paying compensation in this state.

(4} If the credit allowed by this section is claimed, the amount of any deduction allowable under
this chapter for expenses described in this section shall be reduced by the dollar amount of the
credit. The election to claim the credit shall be made at the time of filing the tax return in ‘ac-
cordance with rules adopted by the department.

(3) Any amount of expenses paid by an employer under ORS 316.096, 317.113, 318.170 and 633.713
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to 633.785 shall not be included as income to the employe for purposes of the Personal Income Tax
Act of 1969, If such expenses have been included in arriving at federal taxable income of the
employe, the amount included shall be subtracted in arriving at state taxable income under the
Personal Income Tax Act of 1969, As used in ORS 316.162, with respect to the employe, “wages”
does not include expenses paid under ORS 316.096, 317.113, 318.170 and 653.715 to 653.785.

(6) Any tax credit otherwise allowable under this section which is not used by the taxpayer in
a particular year may not be carried forward and offset against the taxpayer's tax liability for the
next succeeding tax year.

(7} If the taxpayer is an clecting small business corporation as defined in section 1361 of the
Internal Revenue Code, and the taxpayer clects to take tax credit relief, the clection may be made
on behalf of the corporation’s sharcholders. Each sharcholder shall be entitied to take tax credit
relief as provided in ORS 316.096, based on that shareholder’s pro rata share of the expenses de-
scribed in this section.

SECTION 16. Before January 1, 1994, the board shall report publicly on the number of employes
provided health care benefits as described in section 7 of this Act en October 1, 1993, who did not
receive such benefits before April 1, 1989. If the number excceds 150,000, section 7 of this Act is
repealed, effective January 1, 1994, In determining the minimum number for purposes of this section,
the Insurance Pool Governing Board shall include the number of employes who are covered by the
pool or who were covered by the pool during the pertod and whose coverage was withdrawn from
the pool but continued by means described in and which has been reported to the board under sec.
tion 7 of this Act.

SECTION 18a. (1) The Ovegon Health Council shall monitor and evaluate the adequacy and
effectiveness of health benefits available under ORS 653.705 to 653.785 and the cffect of the plans
on health care costs,

(2} The Insurance Pool Governing Board shall supply the Oregon Health Council with data ob.
tained by the board in implementing ORS 633.705 to 653.785.

SECTION 17. ORS 653.725 is amended to read:

653.725. {1) There is established an Insurance Pool Governing Board consisting of [five] seven
voting members six of whom shall be appointed by the Governor land as a nenvoting member fwo
employers add labor or the Consumer Aduvocate in the Department of Insurance and Finance]. Of Lhe
members appointed by the Governor, two shall be employers and one shall be an employe re-
presenting organized labor. [and] At least two shall be knowledgeable about insurance but who
are not officers or employes of a carrier and not consultants to a carrier or contractor. The Dj.
rector of the Department of Insurance and Finance shall appoint a consumer representative
who shall serve as a voting member. ‘

{2) The term of office of each member is three years, but a voting member serves at the pleasure
of the [Governor] appointing authority. Before the expiration of the term of a member, the [Gov-
ernor] appointing authority shall appoint a successor whose term begins on July 1 next following.
A member is eligible for reappointment. If there is a vacancy for any cause, the |Governor] ap-
pointing authority shall make an appointment to become immediately effective for the unexpired
term.

{3) The appointing authority shall not allow any position on the board to remain vacant
for more than 60 days after the vacancy occurs.

SECTION 18. The appointments required by ORS 653.725, as amended by section 17 of this Act,
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and the filling ol any vacancy existing un the effective date of this Act must be made by October
1, 1989,

{12}
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u3th OREGON LEGISLATIVE ASSEMBLY-10%9 Regular Session

B-Engrossed
Senate Bill 534

Ordered by the Senate June 28
Inchiding Senate Amendments dated April 17 and June 21

Sponsored by COMMITTEE ON HEALTH INSURANCE AND BIO-ETHICS (at the request of Blue Cross/Blue
Shietd of Oregon; Capitol Health Care; Greater Oregon Heaith Service; Kaiser Permanente; Health Insurance
Assaciation of America; Klamath Medical Serviee Bureau; National Association, Multiple Sclerosis Society,
Oregon Association of Hospiials: Oregon Chapter, American Diabetes Association; Orvegon lealth Underwrit-
or's  Association; OUregon Medical Association; [Macific Hespital Assogiation; Physicians’ Association of
Clackamas County Health Plans: Hogue Valley Physicians Servive: Sisters of Providence Health Plans in
Oregony

SUMMARY

The following sunmary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assembiy. It is an editor's briefl statement of the cssential features of the
neasure,

Estabhishes Oregon Medical Insurance Pool Account in linsurance fund| State Treasury. [RHe-
quires Depurtment of Insurance and Finance] Creates QOregon Medical Insurance Pool Board to
establish Oregon Medical Insurance Pool and to adopt rules and policies [or aceount. Prescribes
membership, duties and powers. Appropriates moneys in account to [department] board. Pro-
vides formula to determiné each insurer’s assessment.

Appropriates moneys from General Fund to [nsuranee and Finance Fundl account for biennial
expenses 1o assist in obfaming major medical insurance coverage {or high risk persons,

Declares emergency, effective July 1, 1989

A BILL FOR AN ACT
Relating to the Oregon Medi