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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1968 =%

| NTRODUCED BY DORR, PI STELLA, ARTY, CAWEY, CLYMER, STABACK,
GLADECK, GREENWOOD, SI RIANNI, LASH NGER, M LLER, SAURNVAN
D. W SNYDER AND E. Z. TAYLOR, DECEMBER 11, 1985

REFERRED TO COW TTEE ON HEALTH AND WELFARE, DECEMBER 11, 1985
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AN ACT

Providing for the furnishing of infornmation on health care
services, in ternms of quality and cost; providing for an
Unconpensat ed Medi cal Care Fund; creating the Pennsyl vani a
Heal t h Services Council in the Departnent of Health and
provi di ng for nenbership, procedures, powers and duties of
the council; providing for enforcenent; making an
appropriation; and making a repeal.
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Section 13. Conpliance enforcenent.
Section 14. Defensive nedicine |imtation.
Section 15. Mndated health benefits.
Section 16. Appropriation.

Section 17. Repeals.

Section 18. Expiration.

Section 19. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Health Care
Cost Contai nment Act.

Section 2. Legislative findings.

Heal th care costs in Pennsylvani a have becone a criti cal
problem for all segnments of this Commonwealth's citizenry.
Expenditures for health care have created a substantial burden
on consuners, business and industry, |abor and the Commonweal t h.
It is the purpose of this legislation to pronote the public
i nterest by encouragi ng the devel opnent of conpetitive health
care services in which health care costs are contained and to
assure that all citizens have reasonable access to quality
heal th care.

Section 3. Legislative intent.

(a) Policy.--The intent of this act is to facilitate the
continuing provision of quality, cost effective health services
t hroughout this Commonweal th by providing data and i nfornmation
to the purchasers and consuners of health care on cost and
qual ity of services and to assure access to services by the
establ i shment of an Unconpensated Medical Care Fund.

(b) Status of data suppliers.--Persons or entities supplying
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data and information on health care services to the council as
required by this act, or receiving the data and information from
t he council in accordance with this act, are declared to be
acting pursuant to State requirenents enbodied in this act, and
it is intended that they be exenpt fromantitrust clainms or
actions grounded upon supply or receipt of the information.
Section 4. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Ambul atory surgical facility.” A facility licensed in this
Commonweal th, not part of a hospital, which provides surgica
treatment to patients not requiring hospitalization. This term
does not include the offices of private physicians or dentists,
whet her for individual or group practices.

"Charge." The anpunt to be billed by a hospital for specific
goods or services provided to a patient.

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Council." The Pennsylvania Health Services Council.

"Data source.” A hospital; anbulatory surgical facility;
physi ci an; heal th mai nt enance organi zati on as defined in the act
of Decenber 29, 1972 (P.L.1701, No.364), known as the Health
Mai nt enance Organi zation Act; hospital, nedical or health
services plan with a certificate of authority issued by the
I nsurance Departnent, including, but not limted to, 40 Pa.C. S.
Ch. 61 (relating to hospital plan corporations) and 40 Pa.C. S.
Ch. 63 (relating to professional health services plan
corporations); comercial insurer with a certificate of

authority issued by the Insurance Departnent providing health or
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acci dent insurance; self-insured enployer providing health or
acci dent coverage or benefits for enployees enployed in this
Commonweal th; administrator of a self-insured or partially self-
i nsured health or accident plan providing covered services in
this Commonweal th; any health and wel fare fund that provides
heal th or accident benefits or insurance pertaining to covered
services in this Commonweal th; the Departnent of Public Welfare
and any ot her payor for covered services in this Commonweal th

ot her than an individual.

"Departnment."” The Departnent of Health of the Conmonwealt h.

"Fund." The Unconpensated Medi cal Care Fund establi shed
under this act.

"Health care insurer.” An insurance conpany as defined in 40
Pa.C.S. Ch. 61 (relating to hospital plan corporations) and 40
Pa.C.S. Ch. 63 (relating to professional health services plan
corporations); a health mai ntenance organi zation; a preferred
provi der organi zation, and any other third party payor of
medi cal bills regulated by the Insurance Departnent.

"Heal t h mai nt enance organi zation" or "HMO." An organi zed
syst em whi ch conbi nes the delivery and financing of health care
and whi ch provides basic health services to voluntarily enrolled
subscribers for a fixed prepaid fee, as defined in the act of
Decenber 29, 1972 (P.L.1701, No.364), known as the Health
Mai nt enance Organi zati on Act.

"Hospital." An institution licensed in this Conmonweal t h
which is primarily engaged in providing to inpatients, by or
under the supervision of physicians, diagnostic services and
t herapeutic services for medical diagnoses, treatnment and care
for injured, disabled or sick persons or rehabilitation services

for such persons. The term i ncludes psychiatric hospitals.
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"“Maj or anbul atory surgery."” Surgical or nedical procedures
commonly performed on an inpatient basis in hospitals or
anbul atory surgical facilities, which are not of a type comonly
performed or which may be safely performed in physicians'
of fices, and which require a dedicated operating roomor suite
and generally require a postoperative recovery roomor short-
term conval escent room

"Physician.” An individual licensed under the laws of this
Commonweal th to practice nedicine and surgery within the scope
of the act of July 20, 1974 (P.L.551, No.190), known as the
Medi cal Practice Act of 1974, or the act of Cctober 5, 1978
(P.L.1109, No.261), known as the Osteopathic Medical Practice
Act .

"Preferred provider organi zation" or "PPO " An arrangenent
between a health care insurer or purchaser and providers of
health care services which specifies rates of paynent to such
providers which differ fromtheir usual and customary charges to
t he general public and which encourage enrollees to receive
heal th services from such providers.

"Provider." A hospital, an anbulatory surgical facility, a
medical clinic, a free standing nedical treatnent facility such
as a birthing center, energency facility, dialysis unit, inmaging
facility or a physician.

"Purchaser.” All payors for covered services other than
i ndi vi dual s.

"Rate." The anount to be billed by a hospital for specific
goods or services provided to a patient.

"Secretary."” The Secretary of the Departnment of Health of
t he Commonweal t h.

"Unconpensated care.” Any uncoll ected charges, reduced to
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actual allowable costs, associated with the provision of free
care, delivered to persons deened nedically indigent.
Section 5. Pennsylvania Health Services Council.

(a) Establishnent.--The General Assenbly establishes the
Pennsyl vani a Health Services Council in the departnent to insure
that quality health care is available to all citizens in this
Conmmonweal th and that health care costs are contai ned and
control | ed.

(b) Conposition.--The council shall consist of 15 nenbers,
who shal |l be appointed by the Governor. Council nenbers shal
have recogni zed expertise in health care cost contai nnent. There
shall be three representatives of Pennsylvani a busi nesses, at
| east one of whom shall represent |arge business and at | east
one of whom shall represent small business none of which are
involved primarily in the provision of health care or insurance.
There shall be three representatives of organi zed | abor who are
not primarily involved in the provision of health care or health
i nsurance. There shall be one representative of hospitals, one
representative of physicians, one representative of the
Pennsyl vani a Bl ue Cross and Pennsyl vania Blue Shield plans in
this Commonweal th, one representatives of comrercial insurance
carriers, one representative of health maintenance organi zations
and one consuner representative. The Secretary of Health, the
Secretary of Welfare and the I nsurance Comm ssioner shall each
serve concurrent with their ternms of office and be voting
menbers of the council.

(c) Ternms of council nenbers.--Except for the Secretary of
Health and the Secretary of Welfare and the Insurance
Commi ssi oner, each council nenber shall serve for three years.

O the nmenmbers first designated, four nenbers shall be
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designated to serve for one year, four nenbers for two years and
four menbers for three years. Menbers may be reappointed to
serve one subsequent termand nay only be renoved for good
cause.

(d) Organization.--Wthin 60 days follow ng the appoi nt ment
of a quorum of the council, the secretary shall convene an
organi zati on neeting of the council.

(e) Chairman.--The Secretary of Health shall chair the
counci | .

(f) Meetings.--The council shall neet at |east quarterly at
such times and pl aces determ ned by the chairnan.

(g) Conpensation.--Council nenbers shall receive
rei nmbursenent for reasonabl e expenses incurred while on official
counci | business.

(h) Quorum--A mgjority of the nmenbers of the council shal
constitute a quorum

(1) Staff.--The departnment shall provide the staff which the
council determnes is necessary to carry out the business of the
council subject to annual appropriations fromthe Ceneral
Assenbl y.

(j) Conputerized data processing system--The council shal
devel op the format and paraneters for a computerized system for
the collection, analysis and dissem nation of data. The counci
shall contract with one or nore qualified vendors to assist in
devel opi ng the system and the data processing or other services
required in such system
Section 6. Powers and duties of the council.

The council shall have the follow ng powers and duties:

(1) To establish a Pennsylvania Uniform C ains Form for

all data sources which shall be utilized and naintai ned by
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1 all data sources for all services covered by this act.

2 (2) To collect and dissem nate to the public such data
3 and other information on costs and quality of covered

4 services as the council determ nes necessary to acconplish
5 t he purposes of this act according to formats, tinme franes
6 and patient confidentiality provisions specified by the

7 council. For purposes of this subsection, the term "covered
8 services" neans health care services rendered in connection
9 with episodes of illness requiring either inpatient care or
10 maj or anbul atory surgery, including initial and foll ow up
11 out patient services associated with the epi sode before,

12 bet ween or after hospital stays or mmjor anbul atory surgical
13 procedures in an anbulatory surgical facility. Anmbul atory
14 servi ces unconnected with an episode of illness requiring
15 hospitalization or major anmbul atory surgery are not included
16 in the neaning of the term"covered services."

17 (3) To establish, operate and nonitor regional

18 unconpensat ed care fund pool s.

19 (4) To establish hospitalization utilization review
20 gui delines, audit utilization review prograns and certify
21 conpliance with these guidelines.
22 (5) To make annual reports to the General Assenbly on
23 the rate of increase of the cost of health care in this
24 Commonweal th, the effectiveness of the council in carrying
25 out the legislative intent of the act and nmake
26 recomendati ons on the need for further health care cost
27 contai nment | egislation. The council shall al so make annual
28 reports to the General Assenbly on the quality of health care
29 and access to health care for all citizens of this
30 Conmonweal t h.
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1 (6) To audit information submtted by data sources to

2 corroborate accuracy. The audits will be perforned on a

3 sanpl e basis, unless there is reasonable cause to audit

4 speci fic data sources which shall be at the expense of the

5 counci | .

6 (7) To establish and nmaintain a |ist of physicians

7 l'icensed in this Conmmonweal th, who shall be available, at the
8 request of treating physicians, to render second opinions

9 regardi ng the necessity of perform ng additional nedical

10 tests or procedures on the patients of the said primary

11 treating physicians, for the purpose of limting causes of
12 action as provided in section 14.

13 (8) To approve hospital fornms that item ze all charges
14 for services, equipnent, supplies and nmedicine in | anguage
15 under st andabl e to the average person. Such item zed billings
16 shall be presented to each patient upon discharge fromthe
17 hospi t al

18 (9) To conduct studies and publish reports thereon

19 anal yzing the effects that non-inpatient, alternative health
20 care delivery systens have on health care cost. These systens
21 shall include, but not be limted to, HMOs, PPO s, primry
22 health care facilities, home health care, attendant care,
23 anbul atory surgical facilities, free standi ng energency
24 centers, birthing centers and hospice care.
25 (10) To conduct studies and publish reports thereon
26 anal yzing the inpact of augnented preventive services on
27 health care cost. These services shall include, but not be
28 limted to, prenatal care, hypertension screening, cancer
29 screeni ng, drug and al cohol prograns, occupational and
30 envi ronnment al di sease detection and prevention.
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Section 7. Duties of data sources and purchasers.

Dat a sources and purchasers shall cooperate with the counci
in carrying out its purpose, as set forth in this act. Al
reports submtted by data sources and providers shall be filed
under oath. Hospitals and anbul atory surgical facilities mnust
publ i sh biannually, in a format determ ned by the council, a
price list for facility services and procedures. The bi annual
publication shall be in a | ocal newspaper with broad general
circulation and shall be published during the |Iast week in
January and the | ast week of July of each year. It shall be
unlawful for a provider to accept as paynent a rate or charge
which is higher than that stated in its publicly available
schedul e of rates and charges unless the provider publishes, in
a manner simlar to the required annual publication, an
amendnent to its price list prior to instituting the higher rate
or charge. Providers that are not required to publish in a |loca
newspaper shall notify the council of a rate or charge increase
and may not accept as paynent a rate or charge which is higher
than rates or charges filed with the council.

Section 8. Access to data.

The information and data received by the council shall be
utilized to benefit the public. The council shall make
determ nations on requests for information in favor of access
except that the council shall be required to maintain the
confidentiality of individual patients. Release of facility-
speci fic data, coded physician information and all other
i nformation collected by the council is intended by this act.
Section 9. Specific data reports.

The council shall publish, at |east annually, information

which will stinmulate increased conpetition in the pricing of
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health care services which will aid consuners, enployers and
ot her purchasers to make informed choices in purchasing health
care. The council may charge a user fee for specific

i nformati on. The council nust conduct periodic reviews of its
user fee structure to assure that all segnments of the public
have appropriate, reasonable access to the council's

i nformati on.

Section 10. Unconpensated nedi cal care.

(a) Fund.--An Unconpensated Medical Care Fund is established
to insure that nedically indigent persons who are not eligible
for nedi cal assistance under the act of June 13, 1967 (P.L. 31,
No. 21), known as the Public Wl fare Code, have reasonabl e access
to necessary inpatient hospital care.

(b) Funding.--Wthin 30 days follow ng the end of each of
its fiscal years, which begins after the effective date of this
act, each hospital and each anbul atory surgical center, free
standi ng energency treatnent facility, birthing center, dialysis
unit and imaging center in this Comopnweal th shall contribute to
the fund 1% of its gross operating revenue including all revenue
avai l abl e for the operations of the hospital and avail able for
the benefit of its interests for the fiscal year. Wthin 30 days
following the end of each of its fiscal years which begins after
the effective date of this act, each health care insurer in this
Commonweal th shall contribute 0.6%of its gross health care and
acci dent insurance revenues for the fiscal year to the fund.
Moneys in the fund shall be held in a separate account in the
State Treasury.

(c) Admnistration.--The council shall adm nister the fund
and all noneys in the fund are hereby appropriated to the

council on a continuing basis to carry out the purposes of this
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secti on.

(d) Credits.--The council may establish a systemof credits
which will exenpt hospitals fromcontributing wholly or in part,
to the fund if a hospital establishes that it has provided an
established | evel of unconpensated care.

(e) Distribution.--The council shall equitably distribute
the fund on a regional basis to provide financial relief to
hospital s that provi de unconpensated health care to nedically
i ndi gent persons. The council shall review the hospital's total
financi al resources when reviewi ng an application for relief
fromthe fund, including the resources of affiliated or rel ated
cor porations and endowrent or other trust funds.

(f) Application.--Hospitals nay submt applications for
rei nbursenent fromthe fund on a quarterly basis. The first
application may be submtted six nonths after the hospital has
contributed to the fund or satisfied through a system of
credits, that it has provided an established | evel of
unconpensat ed care.

(g) Eligibility.--Any hospital applying for distribution
fromthe fund shall be required to file and conply with a credit
and collection policy that is acceptable to the council. The
hospital nust al so provide appropriate certification that it has
met all obligations under the Hill-Burton Act (60 Stat. 1040, 42
US.C 291 et seq.) and under this act for the prior fiscal
year.

(h) Rul emaking.--The council shall promul gate such rules as
are necessary to continue said program

(i) Determnation of eligibility.--The hospital shall be
responsi bl e for determ nation and verification of eligibility of

each recipient of care. The hospital shall use and enforce an
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ability-to-pay scale currently approved by the council or a
copaynent schedul e currently approved by the council before
appl ying for reinbursenment pursuant to this act.

(j) Deadline.--By July 1, 1988, relative reinbursenent to
hospitals shall reflect inpatient hospital services rendered to
the nedically indigent in different regions of this Conmmonweal t h
on a geographi c basis. The council shall divide this
Commonweal th into regions for the purpose of the adm nistration
of the fund on a geographic basis. To the extent possible, the
boundari es of the regions shall be coterm nous with county
boundari es, and, where possible, a region shall consist of one
or nore entire counties or city and counties. The council may
make changes in the boundaries of the regi ons when deened
necessary or appropriate.

(k) Limt on reinbursenents.--Reinbursenents to hospitals
shall be limted to the aggregate |evel of funding which will be
avai l able fromthe fund for the care of the medically indigent.
Hospital s shall be reinbursed at a | evel not to exceed costs as
determ ned by Medicare and Medicaid cost reports.

(1) Application for indigency determ nation.--Every hospital
shall require that a nedically indigent person who is to be
considered eligible for assistance under this act shall submt a
signed application therefor to the hospital.

(m Authorization by applicant.--By signing the application,
the nedically indigent person specifically authorizes the
council to obtain records pertaining to eligibility froma
financial institution, as defined in or fromany insurance
conpany or from any wage and enpl oynent data available fromthe
Depart ment of Labor and I ndustry.

(n) Penalty for nonuse of alternative services.--The

19850H1968B2661 - 13 -
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departnment shall not reinburse inpatient services which can be
performed | ess expensively in an accessi ble outpatient setting.

(o) Certain persons noneligible.--Hospital services to a
person who is enpl oyed but does not choose to participate in a
group nedi cal insurance plan offered through his place of
enpl oynment shall not be eligible for reinbursenment pursuant to
this act.

(p) Priority of paynent sources.--Al other nmeans of paynent
shal | be exhausted before funds are utilized for reinbursenment
under this act. The fund shall be the payor of |ast resort.

(q) Transfer of indigent patients.--Hospitals may only
transfer nmedically indigent patients, or nedical assistance
patients in instances where the hospital |acks the staff or
facilities to properly render definitive treatnent. The counci
shal | devel op specific sanctions for those facilities who engage
in such practi ces.

Section 11. Utilization review

The council is hereby instructed to establish utilization
review gui delines to govern utilization review activities in and
by providers. Al providers nmust establish utilization review
prograns which neet these guidelines. The guidelines shal
require such prograns to offer preadm ssion certification and
concurrent review. Any third party insurer or purchaser electing
not to use the provider utilization review program nust certify
to the council that it is subjecting its inpatient adm ssions to
a utilization review program which neets the guidelines
established by the council. Such alternative utilization review
progranms nay be conducted by the third party insurer or
purchaser or by a utilization review organi zati on under contract

to the third party insurer or purchaser. Providers shall make
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all data necessary for review activities available to the third
party insurer or purchaser or their agents in a tinely and
satisfactory manner. In establishing its utilization review
gui del ines, the council shall consider and utilize, to the
extent possible, existing utilization review requirenents of
State and Federal agencies and private certification
or gani zati ons.
Section 12. Preferred provider organizations.

Upon conpliance with the provisions of this act and
not wi t hst andi ng any other provision of law to the contrary, the
CGeneral Assenbly hereby affirnms the right of any health care
i nsurer or purchaser to:

(1) Enter into agreenments with providers or physicians
relating to health care services which may be rendered to
persons for whomthe insurer or purchaser is providing health
care coverage, including agreenents relating to the amounts
to be charged by the provider or physician for services
render ed.

(2) Issue or adm nister policies or subscriber contracts
in this Commonweal th which include incentives for the covered
person to use the services of a provider who has entered into
an agreenent with the insurer or purchaser.

(3) |Issue or adm nister policies or subscriber contracts
in this Commonweal th that provide for rei nbursenent for
services only if the services have been rendered by a
provi der or physician who has entered into an agreenent with
the insurer or purchaser.

(4) The conm ssioner shall determ ne that:

(i) Any preferred provider organization which

assunes financial risk is either licensed as an insurer

19850H1968B2661 - 15 -
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in this Commonweal th or has adequate working capital and

reserves.

(1i) Enrollee literature adequately discloses
provisions, limtations and conditions of benefits
avai | abl e.

(5) The secretary shall determ ne that arrangenents and
provi sions for preferred provider organizations which assune
financial risk which may | ead to undertreatnent or poor
qual ity care are adequately addressed by quality and
utilization controls and by a formal grievance system

(6) No preferred provider organization which assune
financial risk may conmence operations until it has reported
to the commi ssioner and the secretary such information as the
conmmi ssioner and the secretary require in accordance with the
duties required in paragraphs (4) and (5) of this section.

If, after 60 days, either the comm ssion or the secretary has
not inforned the preferred provider organization of
deficiencies, the preferred provider organization may
commence operations unless and until such tinme as the

conmi ssioner or the secretary has identified significant
deficienci es and such deficiencies have not subsequently been
corrected within 60 days of notification.

(7) Any disapproval or order to cease operations issued
in accordance with this section shall be subject to appeal in
accordance with Title 2 of the Pennsylvani a Consol i dated
Statutes (relating to adm nistrative agency | aw and
procedure).

(8) This act shall not apply to any preferred provider
or gani zati on organi zed, established and nmai ntai ned solely by

an enpl oyer for the exclusive benefit of its enployees and
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t heir dependents.

(9) Wthin 120 days of the effective date of this act,
any preferred provider organization which assunmes financi al
risk currently operating on the effective date shall file the
information required by the conmm ssioner and the secretary
under paragraphs (4) and (5) and may continue to operate
subject to the ternms of this section.

Section 13. Conpliance enforcenent.

The counci| shall have standing to bring an action at |aw or
in equity through private counsel in any court of common pl eas
to enforce conpliance with any provision of this act or any
requi renent or appropriate request of the council made pursuant
tothis act. In addition, the Attorney General is authorized and
shall bring any such enforcenent action in aid of the council in
any court of common pleas at the request of the council in the
nanme of the Conmonweal t h.

Section 14. Defensive nedicine |imtation.

If, during diagnosis and treatnment, a patient's treating
physi ci an determ nes that additional tests or procedures are not
nmedi cal | y necessary to the proper diagnosis or treatnment of the
patient and that obtaining a second opinion to verify this
opinion is cost effective, the treating physician may sel ect
fromthe list of physicians established by the council, a
physi cian to render a second opinion. The treating physician may
request a determnation fromthe sel ected physician as to
whet her additional tests or procedures are nedically necessary
for the proper diagnosis and treatnent of the patient. If the
physi ci an rendering the second opinion concurs that such
additional tests or procedures are not nedically necessary for

t he proper diagnosis and treatnent of the patient, no person
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shall be permtted to maintain an action against either the
treating physician or the physician rendering the second opinion
for the failure to performadditional tests or procedures or for
maki ng a determ nation that such additional tests or procedures
were not nedically necessary.

Section 15. Mndated health benefits.

In relation to current proposed | egislation, the counci
shall provide the appropriate conmttee chairman in the Senate
and in the House of Representatives with a cost-benefit analysis
of any proposed nandated heal th insurance benefit.

Section 16. Appropriation.

The sum of $600, 000 i s hereby appropriated to the Departnent
of Health for the operation of the Pennsylvania Health Services
Council to carry out the purposes of this act.

Section 17. Repeals.

The provisions of 40 Pa.C.S. 8§ 6124 (relating to rates and
contracts) are repeal ed.
Section 18. Expiration.

This act shall expire six years fromits effective date
unl ess extended by statute.
Section 19. Effective date.

This act shall take effect in 60 days.
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