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Mr. Lom}, from the Committee on Finance,
submitted the following ’

REPORT

[To accompany 8. 143] .

The Committee on Finance, to which was referred the bill (S. 143)
to strengthen the capability of the Government to detect, prosecute,
and punish fraudulent activities under the medicare and raedicaid
programs, and for other purposes, having considered the same, reports
favorably thereon with amendment and recommends that the bill as
amended do pass. , ' st
‘ ' I. Summary or THE Buox

_As reported, the provisions of S. 143, the Medicare-Medicaid Anti-
Frand and Abuse Amendments of 1977, are focused on six major areas:

Strengthened program penalty sanctions, ineveased/disclosure of in-

formation, needed improvements in the professienallstandards review
program, ‘administrative reform, and other medicaid and medicare
amendments. The summary presented below briefly outlines the prinei-
pal features of the bill as reported. - L ' o
Program: Penalty Sanctions

‘1. The bill modifies the penalty provisions in e‘x'isting‘v law which
relate to those persons providing services under medicare and medic+
" aid. Most frandulent acts now classified as misdemeanors areto become

felonies. Penalties are to be increased to a maximum $25,000 fine, up

to five years imprisonment, or both. The types of financial arrange-

ments -and conduct to be classified as illegal have been clarified; In
addition, States will now be permitted to suspend the eligibility, of

medicaid vecipients convicted of defrauding the program. However,

@

Sy

Cop



2

the misdemeanor penalty presently provided under existing law for
conviction of such individuals is retained, as is the misdemeanor
penalty for the conviction of a beneficiary under the medicare pro-
gram, The bill also requi‘es the Health, Education, and Welfare In-
spector General to include in his annual report an evaluation of the
effort of the Department of Justice in the investigation and prosecu-

tion of fraud in the medicare and medicaid programs and his recom- -

mendations for improvement of that effort. (Section 4)

9, The bill requires the Secretary of Health, Education, and Wel-
fare to suspend, for such period as he deems appropriate, from par-
ticipation under medicare and medicaid, an individual practitioner
who has been convicted of a criminal offense related to such individ-
wal’s involvement in medicare or medicaid. When the Secretary sus-
pends an individual, lie must also notify the appropriate State licens-
ing authorities, requesting that investigation be made and sanctions
invoked in accordance with the State’s law and public policy. (Sec-
tion 7)

Disclosure of Information :

1. (a) The bill requires, as a condition of participation or certifica-
tion in’ either medicare, medicaid or the maternal and child health
program, or health-related entities providing services under title XX,
the annual disclosure to the Secretary or the appropriate State agency
by the participating entity of the identity of any person who has a five
percent or more ownership interest in the entity. These disclosure of
ownership provisions will apply to medicare and medicaid providers
of services (including independent clinical laboratories; health main-
tenance organizations and renal disease facilities), entities. furnish-
ing services for which payment may be claimed under medicaid or the
maternal and child health program (but not including any individual
or group of practitioners), and medicare carriers or intermediaries and
medicaid fiscal agents. Providers of services would also have to dis-
close similar ownership information about any subcontractor, five per-
cent or more of which is owned by the provider. (Section 3)

(b) Furthermore, the bill modifies existing medicare and medicaid
provisions relating to termination of medicare provider agreements
or suspension of medicaid payments to health care entities by adding
a vequirement that a provider must comply with a request specifically
addressed to it by the Secretary or the medicaid State agency for full
and complete information as fo‘any significant business transactions
between it and any subcontractors or between it and wholly-owned
suppliers. Finally, in the case of subcontractors having more than
$25,000-in annual business transactions with a provider, compliance
would be requived with similar requests related to ownership informa-

* tion pertaining to the subcontractor. (Section 3) ' oo

2. The bill requires all institutional providers of services, or other

agencies; institutions, or-organizations, as a condition of participation
or certification in medicare, medicaid or the social services programs
~under Title XX of the Social Security Act to disclose, in the applica-
tion for participation or certification, the names of owners, officers,
divectors, agents, or managing .employees who have bheen convicted
of fraud against the medicare, medicaid, or State social service grant
programs. Where an application containg the name of any such pre-
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viously convieted individual, the Secretary or the State agency can
refuse to enter into an agreement or refuse to contract with the ap-
plicant. The Inspector General of the Department of Health, Edu-
cation, and Welfare must be informed of the receipt of any such ap- . /
plications and of any action taken on them. (Section 8) - ’

3. The bill authorizes the Comptroller General of the United States
to sign and issue subpenas in order to obtain necessary information,
and facilitate review of Social Security Act health programs. The
Comptroller General will also be authorized, upon resistance or re-
fusal by an individual to obey a subpena, to request a court orcer
requiring compliance with the subpena. '(Section 6) o
4. The bill requires any provider of services participating in medi-
care to promptly notify the Secretary of its employment of an in-
dividual who, at any time during the preceding year, was employed
in a manageral, accounting, auditing, or similar capacity by a medi-
care ﬁs;:al intermediary or carrier that services the provider, (Sec-
tion 15 : AR e :

5. The bill allows Federal access to the vecords of persons or in-
stitutions providing services under medicaid in the same manner that
such access is presently provided to State agencies. (Section 9)

6. The bill ‘authorizes prosecution of ¢ivil fraud cases under the
Social Security Act health care programs by the Inspector-General
of HEW where U.S. attorneys have not initiated proceedings within

six months of formal referral of a case. (Section 23) .
* Professional Standards Review : : o
The bill includes several provisions designed to clarify the nature
and scope of PSRO review responsibilities, to. enhance the capacity
of PSRO's to perform reviews of the necessity and appropriateness of
services more effectively, and® to improve the administration and
coordination of review activities so as to assure that program funds
are properly expended. Thus, the bill provides: o
e ?1)‘ for the termination of other duplicative review activities
 when the Secretary determineg that a PSRO is competent to
erform its review responsibilities; that the determinations of
PSRO’s so recognized by the Secretary with respect to the neces-
sity and appropriateness of care are conclusive for purposes of
program payment; and that the role of the State'in the process of
' establishing and evaluating PSRO review of services provided
through the medicaid program will be increased and made more
specific (Section 5(a) and 5(d)) 3 S EU LT e
- {2). for. the establishment of demonstration projects for the .
purpose of evaluating the effectivenéss of PSRO reviews com-
. pared to alternative égtate«review methods. The bill authorizes the
establishment of such projects in: States which had operatiﬁg
- onsite State evaluation systems in place on August 5, 1977, an
" which malke application to the Secretary prior to April 1, 1978.
~'The purpose of the projects will be to evaluate the effectiveness,
both in terms of the quality and appropriateness of medical care
“as well as the impaet on State budgets, of PSRO hospital réview
" compared to alternative State hospital review systems. Demon-
- stration projects would be conducted in PSRO areas which are .
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representative of a State’s medicaid population and comprise a
significant proportion: of medicaid patient days (Section 24);

(3) that a PSRO may be conditionally designated for a period
not to exceed 48 months. (with authority for the Secretary to ex-
tend the period for an additional 24 months where warranted by
unusual circumstances) ; and that PSRO’s must assuize review
respoxz%i;)ilities for institutional services during this period (Sec-
tion 5 H

(4) that the Secretary shall requiré a PSRO, where he finds
it is capable of undertaking ambulatory care review, to undertake’
such review no later than 2 yearsafter it becomes fully operational
(but not during such organization’s conditional phase), and to
give priority to requests by PSR(O’ to review services in “shared
health facilities” (Section 5(c));

(5) that the Federal Government may assume the defense costs
incurred by a PSRO in a liability suit related to the performance
of its functions (Section 5(1)) ;

: (6) for the disclosure of information with respect to evidence
of fraud to designated Federal and State law enforcement ggen-
cies (with a prohibition against access to PSRO records in the
case of subpena or discovery proceedings in a civil action), and
for the .disclosure of aggregate statistical data to Fedsral and
State health planning agencies (Section §(h) ) ; i

(7) for the annual submission to the Congress by the/Secretary
of a comprehensive report on the administration, cost, and impact

- of the PSRO program (Section 5(k)); b .

"~ (8) for the modification of current law provisioys pertaining
to payment for institutional services after a PSIO has deter-
mined that such services are no longer required. The current .
three day grace period would be reduced to one, #with the PSRO
permitted to authorize up to 2 additional days gn a case-by-case
“exception bagiswhere the facts in the case indigate that the addi-
tional time is needed to arrange for the necegsary postdischarge
care (Section 22); - Co

(9) to amend the Internal Revenue Code to specifically include
PSRO’ as organizations eligible for section 501(c) (8) tax status

(Section 27) ; and . : - AR :
" (10) for several clarifying administrative and technical changes
designed to enhance a PSRO’s operational capacity (Section 5).
Administrative Beform , : ; :

1. The bill Tequires the Secretary to establish for each of the dif-
ferent types of health services institutions a uniform system for the
reporting of such items as cost of operation, volume of services, rates,
capital assets and bill data. This reporting system would be mandated
£or use by medicare and medicaid providers and such use would be
phased in by type of provider. (Section19) : N

2. The bill repeals the program review team provisions of present
law. The functions formerly performed by such teams with respect

. to the quality and utilization of services will be performed by Pro-
fessional Standards Review Organizations. (Section 18)

3. The bill would encourage each State to establish an office snparate

from the medicaid program agency to prepare and prosecute cases of



suspected fraud and abuse in the program by providing for 100 percent
Federal matching funds in fiscal year 1978; 90 percent in fiscal year
1979 and 75 percent in fiscal year 1980 for expenditures to establish and
operate State medicaid fraud control units. The bill also authorizes the
Secretary to arrange for demonstration projects designed to develop
improved programs for detection, investigation, and prosecution of
fraud and abuse. (Section 17) o : : i

4. The bill requires States to make provision in their State médicaid
plan for claims payment procedures which ensure that 95 percent of the
bills submitted by eligible noninstitutionally-based providers will be
reimbursed within 30 days, and 99 percent within 90 days. The State

would not be cited for noncompliance if the Secretary found the State

was acting in good faith to achieve thisgoal. (Section 2) o

5, The bill directs the Comptroller General to conduet a compre-
hensive review of the administrative structure for the processing of
medicare claims, (Section 12) :

6. The bill would prohibit the Secretary from refusing to enter into
an agreement with a nominated intermediary under medicare solely
because of the fact that such intermediary does not operate regionally
or nationally. (Section 14) , ;

7. The bill establishes a medical support program under which
medicaid applicants and recipients may be requiredby a State to assign
their rights to medical support or indemnification to the State. Incen-
tives would be provided for localities to make collections for States and
for States to secure collections in behalf of other States. (Section 11)

8. The bill requires that as a condition for participation in the
medicaid and meédicare programs, a skilled nursing or intermediate
care facility imust establish and maintain a systemn te assure the proper
accounting of personal patient funds, The system must provide for
separate and discrete accounting for each patient with a complete ac-
counting of income and expenditures so as to preclude the intermin-
gling of other funds with patient funds. (Section21)

Other Medicaid and Medicare Amendments -

1. The bill modifies the requirements of current medicaid law con-
cerning review of care delivered in institutional facilities, The section
waives application of the penalties for noncompliance for calendar

quarters ending prior to January 1, 1978. For subsequent calendar

quarters, the required reductions.in Federal matching would be im-~

posed only in proportion to the number of patients whose care wasnot

reviewed compared to the total patient population subject to review.
The. bill further specifies procedural requirements for the Secre-

tery. to carry out the req)uired validation requirements in a more

timely fashion. (Section 20 R .
9. The bill modifies the requirements pertaining to the composition

of medical review teams in-skilled nursing facilities so as to conform -

them with those requirements applicable to intermediate care facility
review. (Section 20) ST sl
3. The bill would permit spouses of medicare beneficiaries aged 8064

as well as certain other persons in that age group to buy into medi- - e
care at a premimm rate equal to the cost of their protection. In order

“for such persons to be eli‘%ible to enroll for hospital insurance they
must be enrolled for supp

ementary medical insurance. (Section 26)
4. The bill would authorize, under certain circurastances, reimburse-
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ment to & Veterans® Administration hospital for care provided to a
nonveteran medicare beneficiary. (Section 25) '

5. The bill requires the Secretary of Health, Education, and Wel-
fare to report to the Congress within 12 months after enactment of
this legislation with an analysis and recommendations relating to all
aspects (including the availability, administration, provision, reim-
bursement procedures and cost) of the delivery of home health serv-
ices under medicare, medicaid and the title XX social services
program. (Section 18)

Technician Revision,

1. Your committee’s bill clarifies existing law to insure that a power
of attorney cannot be used to circumvent the prohibition in existing
law against the use of “factoring” arrangements in connection with
the payment of provider claims by the medicare and medicaid
programs. (Section 2) : B

2. The bill modifies the provisions of existing law related to the
rental or purchase of durable medical equipment, to mandate that the
Secretary requires the purchase of such equipment where purchase will
be less costly than extended rental payments. (Section 16)

3. The bill increases individual State’s incentives to adopt a com-
puterized medicaid claims processing and information retrieval sys-
tem by modifying one current requirement for kigher Federal match-
ing funds for the development and operation of this system. The bill
would require such systems to provide explanation of benefits infor-
mation to only a sample group of medicaid recipients rather than to
each recipient as is currently required. (Section 10) '

* 4. The bill would preclude Federal matching of State medicaid ex-
penriturés that result from' State laws or contracts which exclude or
limit insurance benefits because anindividual is eligible for medicaid.
(Section 11) -~ : - :
© % IL.'GENERAL EXPLANATION OF THE BIn

Prohibition Against Assignment by Physicians and Others of Clasms
for Services; Olaims Payment Procedures for Medicaid Program

- (Section 2) . ; S . :

The committee’s bill would modify existing law to preclude the use
of a power of attorney as a device to circumvent the existing ban on
the use of “factoring” arrangements in.connection with the payment
of .claims by. the medicare and medicaid programs. The bill also re-
quires State medicaid programs to provide for timely c’la,i%s payment
procedyres.. - , ‘ oo b :

- In 1972; the Congress took action to stop a practice under which
soma physicians and other persons providing services under medicare
angd. medicaid reassigned their medicare and medieaid receivables to
ot}ﬁer organizations or-groups. Under the conditions of these reassign-
ments, the organizations or groups purchased the receivables for a
percentage of their face value, submitted claims and received payments
in their name. By 1972, it had become apparent, that such reassign-
ments were & significant source of incorrect and inflated claims for
services paid by medicare and medicaid. In addition, cases of fraudu-
lent billings by collection agencies and substantial overpayments.to
these so-called “factoring” agencies were also found. ‘ b
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Congress concluded that such arrangements were not in the best
interest of the government or the beneficiaries served by the medicare
and medicaid programs. The Social Security Amendments of 1972,
Public Law 92-603, therefore, included a prohibition against the pay-
ment for covered services to any one other than the-patient, his physi-
cian, or other person who provided the service, unless the physician

or other person is required as a condition of hig employment to tuxn.

his fees over to his employer, or unless the physician or other person
has an arrangement with a facility under which the facility bills
for such services. _ S ‘ : L

Despite these efforts to stop factoring of medicare and medicaid
bills, some practitioners and other persons have circimvented the in-
tent of the law by use of a power of attorney. The use of a power of
attorney allows the factoring company to receive the medicare.or
medicald payment in the name of the physician, thus allowing the
continuation of program abuses which factoring activities were shown

to produce in the past. : T ;
" The committee bill would modify existing law to preclude the use of
a power of attorney as a device for reassignments of benefits under
medicare and medicaid, other than an assignment to-a governmental
entity orestablishment, or an assignment established by or pursuant to
the order of a court of competent jurisdiction. The bill also provides
for similar prohibitions with respect to billings for care provided by
institutions under medicare and medicaid. However; it would not pre-
clude the agent of a physician or other person frirnishing services from
collecting any medicare or medicaid-payment on behalf of a physician,
provided the agency does so pursuang to an agreement under wiich the
compensation paid the agency for his services-er-for+hébiilings or col-
lections of payments is unrelated (directly orihdirectly) tothe dollar
amount, 'of "the billings or payments, and is not dependent upon the
actual collection offany such payments. Thus, the nse of billing agents
by doctors and others, when the agents are paid on a basis related to the.
cost of doing Business and not dollar amounts billed or collected, would
not be precluded. The bill would not impose any limitations oh the usé
of billing or’ collection ‘agencies ‘for payments owed by-dnyone other
than 'the médicsre or medicaid programs. Nor is it thée committes’s
infention that thig provision preclude the legitimate transfer of ac-
counts receivabie from these programs by an individual or an institjiz*
tion upon the “sale” of the: individual’s practice (for éxample upon .
retirement) or ds part of the sale of all the assets of an institution. -
- The committee has received testimony indicating’ that undue delay
‘in medicsid claimg payments;contributes to the rise of factoring ar-
rangements ds well as discourages physiciang from’ participiting in
the program. The committee wishes to assure that theban on factoring

-arrangements will not imipose ‘an undiie hardship on imedicaid prac-

titioners: The bill therefore requires State medicaid, plans to provide

“for . claims payment procedures which ensure that 95 percent of

cléan claims (i%. those not reguiring further ‘substantiation) of
claims for'services furnished by health care practitioners through

individual or group practices or through shaved health facilities are

paid within 30 days of receipt; 99 percent of such claims must be paid

within 90 days of recéipt. State plans must-further provide for proce-

dures for prepayment and' postpayment claims review. Thé bill per-
s
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mits the ‘Sceretary .of Health, Education, and Welfare to waive this
State plan requirement if he finds that a State has exercised good faith
in trymg to ensure timeliness and accuracy in its claims payment op-
eration. Among other things the Secretary should take into account
in making & waiver determination is whether the State has received an
unusually high volume of claims which are not clean claims (ie.,
claims for which no further written information or substantiation is
required from the provider). ‘

he amendments made by this section clarifying the ban on factor-
ing arrangements shall apply with respect to care and services fur-
nished on or after the day of enactment. The amendment pertaining
to medicaid eclaims processing shall apply to calendar quarters begin-
ning after June 30, 1978.

Disclosure. of Provider Ownership and  Financial Information
(Section 8) =

The committee’s bill would require entities including health main-
tenance organizations (cther than individual practitioners or groups
of practitioners) providing zervices under medicare, medicaid, or the
maternal and child health program and entities providing health-re-
lated services under title XX, such as homemaker, and home health
agencies to disclose certain ownership interests, as a condition of
program participation. These disclosure requirements would also be
applied to medicare intermediaries and carriers and medicaid fiscal
agents. Disclosure of additional ownership and financial information
would be required, but only when specifically requested.

Current law and program policies already require the provision of
certain ownership and financial informatio:: pertaining to entities
providing. services under medicare and medicaid. For example, an
agreement with a grovider ‘of services under medicare may be termi-
nated if the provider fails to furnish information necessary to vali-
date the amount of payment claimed. In a different context, present
law requires, as a medicare and medicaid condition of participation,a
skilled nursing facility to disclose to the Secretary or appropriate
State agency, and keep current, the name of anyone having significant
ownership interest in the facility. Intermediate care facilities under
medicaid are also required to disclose information on significant own-
ership interests. : : o o
. The committee believes, however, that the information required un-
der current law is often insufiicient to facilitate the detection of fraud-
ulent practices, Information now required does not provide adequate
documentation on persons with significant cwnership intorests in more
than one facility or other entity participating in medicare, medicaid,

- -or the maternal and child health program or providing health-related

services under title XX. Information is not specifically required to
identify persons with significant ownership interests in related ecom-

panies that supply goods and services to providers or other participat-

Ing entities. Authority to obtain information on financial transactions
fvmh related suppliers or with subcontractors is not clearly defined in

_ 1 ~To remedy these problems, the hill would require disclosure oﬁ:péci—

fied ownership information to the Secretary or the appropriate Staite
agency, as & condition of an entity’s participation, certification, or

7
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recertification under medicare, medicaid, the maternal and child health
program, or title XX. Entities required to disclose would be defined
as: Medicare providers of services (as defined in section 1861(u),
which includes hospitals, skilled nursing facilities, and home health
agencies), independent clinical laboratories, renal disease facilities,
health maintenance organizations meeting the requirements for par-
ticipation in titles XVIIT or XIX, and all entities (other than in-
dividual practitioners or groups of practitioners) that claim reim-
bursement for services provided under medicaid, the maternal and
child health program, and, in the case of health-related entities, the
social services program under title XX. In addition, the bill would
require medicar. intermediaries and carriers and medicaid fiscal agents
to disclose specified ownership information as a condition of contract
or agreement approval or renewal under titles XVIIT and XIX,
The bill specifies that disclosing entities must supply full and com-
plete information as to the identity of each person who:
(1) has a direct or indirect ownership interest of 5 percent or
more in the entity, L ‘
(2) owns i’in vhole or part) a 5-percent interest in any mort-
gage secured by the entity, '
(8) is an officer or director of the entity, if it is organized as
a, corporation, and :
(4)Pis a purtner in the entity, if it is organized as a partnership.
Where disclosing entities providing services under medicare or
medicaid own 5 percent or more of a subcontractor, similar owner-
ship information would be required to be disclosed about the
subeontractor. * :

i

A

. In addition, the bill would: rsquife, to the extent feasible, that infor-

mation about a person’s ownership disclosed by an entity must also/
include information with respect to ownership imnterest of that person
in any other entity which is required to comply with disclosure require-
ments under the bill. , ' /

The bill would also modify the existing provisionsv,of title X‘;&II :

and XTX which relate to termination of medicare:provider agreerments
or suspension of medicaid payments to health care entities (other than

“individual practitioners and groups of individual practitiopers)y by

adding two additional requirements. The bill would require g/provider

.. entity to comply with specific requests addressed to it by the'Secretary

or the State medicaid agency for full and complete infoymation on:

Py

(1) ithe ownership of any subcontractor (as defined in,regulations)

with whom the provider has annual business transactions of more than. .-

$95,000, and (2) any significant business transactiong’ (as defined in
regulations) between it and any subcontractor or between it and dny.
wholly owned supplier. ‘ / ‘ :

In developing regulat10n§7 to deﬁﬁesubcbnﬁﬁ;ﬁﬁhrs and sﬁgﬁiers,; ,

the committee intends that a distinction he made between agencies and
. 6rganizations from which a provider only purckiases goods and services

to assist in meeting its obligations to patients and those agencies and.

- organizations to which a provider has actuglly delegated some of the
* duties and obligations it has-directly to Ats patients. Although the -

facts and circumstances of individual sitylations may differ, it is con-

- templated under such a delineation thof the relationship between o/ ‘
hospital and a commercial laundry woiild be considered to be that of-
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a provider and its supplier, but that the relationship between a hos-
pital and a management company with which it has contracted to
administer either all or part of the day-to-day operations of the insti-
tution or the relationship between a hospital and an independent radi-
ological service would be that of a provider and a subcontractor.

Tha bill specifies that the Secretary is to determine by regulation
the meaning of the phrase “directly or indirectly” with respect to per-
sons having ownership interests in disclosing entities. In directing
him to do this, the committee is acutely awars of the difficulties
involved-in developing this definition, particula:ly when the phrase

- “persons with ownership interests” is interpreted to mean a corpora-

tion. Institutional providers of health care often are owned by cor-
porate entities which in turn ure owned by other corporations, In order
to compile accurate information on persons with ownership interests
in disclosing entities, the committee believes it is also necessary to
obtain information on persons with ownership interests in these other
¢orporations. The information to be disclosed under the bill must go

‘beyond the listing of corporate identities unless that corporation is

alréady subject to ownership disclosure under the statutes admin-
istered by the Securities and Exchange [Jommission or other Federal
regulatory agencies. It is intended, at ths minimum, to identify those
persons with ownership interests of 5 porcent or more in a non-
publicly held corporation that owns a disclosing entity. In .addition,
the Secretary may determine that it is necessary to require disclosure
of persons with ownership interests in nonpublicly held corporations
beyond the first level of corporate ownership where the concept of
“pyramiding” of corporate structures appears to be present.

The committee views the-disclosure requirements imposed by the
bill to be of critical importance in the process of detecting and deter-
ring fraudulent and abusive practices within the medicare, medicaid,
the maternal and child health and the social services programs. The
committee does not intend, however, for these requirements to be un-
duly burdensome on providers and other entities to which they apply.
The provisiong were designed to be incorporated into the orngoing
certifidation or contractual process. It is, therefore, expected that their
implementation and administration will be accomplished in such a way

* as to preclude unnecessary additional administrative burdens on those

complying with therm.

- The amendments pertaining to ownership disclosure ‘would apply

with respect to certifications and recertifications made (and participa-
tion in the programs pursuant to certifications and recertifications
made; ang fiscal intermediary agreemients or contracts entered into
or renewed on and after the date of enactment. The remaining amend-
ments would take effect on the date of enactment except for the pro-
vision requiring disclosure of information oh sukcontractors and sig-
nificant business transactions under medicaid which would become
effective January 1,1978. ' C
Penalties for Defrauding Medicare and Medicaid (Section 4)

. The committee bill would strengthen and clarify the penalty provi-
sions in existing law which relate to persons providing services under
medicare and medicaid. The bill would also add a penalty for medicare

- providers, physicians, and other suppliers of services who have agreed -

o
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to accept an “assignment of benefits” under part B of the medicare

program but repeatedly charge patients in excess of the “reasonable -

charge”. The bill further requires the Inspector General to include an
evaluation of the performance of the Attorney General in the investi-
gations of criminal violations relating to medicare and medicaid in
his annual report. o ' o RN :
Existing law provides specific penalties under the medicare and
medicaid programs for certain practices that have long been regarded
by professional organizations as unethical, which are unlawful in some

- jurisdictions, and which contribute significantly to the cost of the pro-

erams, Such practices as the submission of false claims, or the solicit-
ing, offering, or acceptance of kickbacks or bribes, including rebates or
a portion of fees or charges for patient referrals, are misdemeanors
under present law and punishable by a maximum $10,000 fing, up to
1 year imprisonment, or both. In addition, the making of false state-
ments with respect to material facts concerning the conditions of
health care facilities in order to qualify for certification under medi-
care and medicaid is considered a misdemeanor and punishable by a
maximum $2,000 fine, up to 6 months in prison, or both. SR
Recent hearings and reports, however, indicate that such penalties
have not proved adequate deterrents against itlegal practices by some
individuals who provide services under medicare and medicaid. In ad-
dition, these misdemeanor penalties appear inconsistent with existing
Federal criminal code sanctions which make similar actions punishable
as felonies. Also, it has been brought to the attention of the committee

by U.S. attorneys’ offices which have utilized these Social Security -

/.t sanctions in the prosecution of medicare and medicaid fraud cases
trub the existing language of thege penalty statutes is umnclear and
needs clarification. TN T T e e e

The bill would strengthen the penalty provisions in existing law

“which relatesto persons providing services under medicare and medi-

caid. Most fraudulent acts now clissified ss misdemeanors would

becoms felonies. Penalties for these acts would be increased to'a max-

imum $25,000 fine, up to 5 years imprisonment or both. L
In addition, the bill would clarvify and restructure those provisions

in existing law which defing the types of financial arrangements and

-conduct to be classified as illegal under medicare and medicaid.

It would make subject to the penalty provisions any person who
solicits or receives any remumeration (1) in return for referring an

individual to a person for the furnishing, or arrénging for the fur-

nishindg of items or services; or (2) in return for purchasing, leasing,
or, ordering, or arranging for, or recommending the purchasing,

leasing, or ordering of goods, facilitiés, or services, Also, any person -

who offers or pays any remuneration to any person to induce such-
person to do similar activities would be subject to the penalty
provisions. T R e

A
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The bill would define the term “any remuneration” broadly to
‘encompass kickbacks, bribes, or rebates which may be made directly
or indirectly, overtly or covertly, in cash or in kind. The ferm would
exclude any amount paid by an employer to an employee for employ-
ment in the provision of covered items an services if such employee
 has a bona fide employment relationship with the employer. The
committee has specified that the employment relationship must be
bona fide to insure that other arrangements involving the payment
of a salary or related benefits will not be excluded from the definition
of “any remuneration”. _ A

The bill would specifically exclude the practice of discounting or
other reductions in price from the range of financial transactions to be
considered illegal uunder medicare and medicaid, but only if such
discounts are properly disclosed and reflected in the cost for which
reimbursement could be claimed. The committee included this provi-
sion to ensure that the practice of discounting in the nermal course of
business transactions would not be deemed illegal. In fact, the com-
mittes would encourage providers to seek discounts as a good business
practice which results in savings to medicare and medicaid program
costs, - «
In-addition, the committee bill would allow States to suspend, for

a period not to exceed 1 year, the eligibility of medicaid recipients
convicted of defrauding the program. However, the misdemeanor
penalty provision presently provided under existing law for convie-
tion of such individuals would be retained (maximum fine of $10,000,

-up to 1 year imprisonment, or both) as would be the penalty for
conviction of a beneficiary under the medicare program.

Under present law, a physician who wishes to be paid dirvectly by
the medicare program must accept an assignment, i.e., he must agree
to accept the program’s reasonable charge as payment in full. Thus,
he is agreeing to bill the beneficiary for no more than any unmet de-
ductible amount and for the 20 percent of the reasonable charges that
is not paid by the program. Breaches of assignment by physicians who
charge beneficiaries more than the agreed-upon amnount are treated
under the law as a form of program “abuse.”” Unlike frandulent acts,
abuses are not subject to civil or criminal penalty even when" the
Pphysician has acted willfully and knowingly. Breach of assignment is
the most frequent form of abuse in medicare. Of the 23,000 complaints
to date about program abuses by the program’s beneficiaries, about half
concerned physicians’ failure to live up to the assignment agreement.
The option to use the assignment, procedure has been withdrawn from
some 250 physicians who have been persistent offenders. N

The committes believes that stronger measures are needed to deter
physicians from violating their assignment agreements and that more
severe sanisions should be available for dealing with persistent offen-~ -
ders. Therefore, the committee bill would make svillful and repeated

~ assignment violations a misdemeanor, subject to a fine of not more
than $2,000 and/or a prison term of not more than 6 months.

- Inits consideration of this and related legislation bill, the committee
has focused considerable attention on the activities of the Department
of Justice to investigate and prosecute fraud in the medicare and
medicaid programs. The committee believes that the Department must
develop the resources to combat this complex type of criminal activity.
The Attorney General has made a commitment to strengthen depart-
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mental efforts in this atea and intends to monitor those eﬁ'orts qmbe
‘closely. The Jletter of -thé ‘Attorney Genersl to the Chairman of the -
“Health Subtommittes of the House Ways and Means' Commﬂ:hee out-
‘hmnd departmental 1n1t1at1ves in th1s area follows:

Ormcn Y THE A'r'ronvm G‘DN : :

‘ : sthmgz‘on,l? 6’ M a_v/ 22 1.977

I~Ion DA\: Rosrnwnowsm,

Chairman, Subcommittee on H ealtk, Oonmzttee on Wwys amZ Meoms,
House of Representatives, Washington, D.C. .-

Dear Mr. Cramrayran: I am writing yow again with Teferd nce to the
proposal to include in FLR. 8 a mandate for the establishment of a
separate and identifiable organizational unit within the Department’s
Criminal Division to carry “out: specified iunctlons relating to investi-
gation and prosecution of criminal violations in the programs of health
insuranee and medical assistance provided under the Social Security

~ Act. As I indicated in my appearance before: your subcommittee, [

fully congur in the need for vigorous investigation and prosecutions
of fradulent activities in the mechcare-medmmd progran. I 'strongly
feel, however, that the aforementioned provision is unnecéssary and
would set an undesirable precedent by dictating in law a particular

. subordinate organization within the Criminal Division.

“In Iecowmtxon of the importance of taking effective action against

medicare-medicaid abuses, we are currently ta,kmO' the foLowmg steps. .

1. We have within the Fraud Section of the Cmmnql Division a

- program fraud unit which coordinates Department efforts directed
against program abuse and maintaing reorulzu lla,lson Wlth program

‘Lgenmes including HEW.

2. We are currently working on preparation of a Medicaid Enforce-
ment Manual for distribution to Assistant United States Attomeys
to assist them in prosecuting medicaid-medicare ¢ases.

3. We are meeting on a 1e0'ular basis with the Inspector General and
his staff of HEW in an attempt to develop strategies and enforcemenb
prioritiss within medicaid-medicare areas.

4. There is & separate program fraud unit within the Pubhc Intefr-

1ity Section which focuses on situations involving corruption of gov-

erninent officials in the administration of programs..

5. We are attempting to identify swmﬁc'mt cases in order to insure

that ample resources are devoted to their development and prosecution.
- 6. Many of the larger of the U.S. attorneys offices, including the

southern district of’ New York and Chicago, have established sepa,rate o
program fraud units within the district to focus on these types of

oﬁenses
- I have every intention 6f continuing emphams in this area, T do

mspectful]y recommend, however, agamst placing in the law the re-

quirement ofa specific orvamzatmn entity for this purpose. Tam afraid
that other congressional comnnttees will feel that they must support

similar ormmzmtlonal requirements in law for their programs-to =

insure thfmt such programs receive appropriate attention. A prolifers-
tion of special umnits Svould inevitably lead to confusion, lack of flexi-

- bility and be self-defeating of the purposes mtended

Smcerely, ,
Gnmmw B. Brry, Attomey General.
89-010—77——3 . «
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. The committee bill modifies section 204%%.) of Publis Law 94-505,
relating to the annual reports of the Health, Education, and Welfare
TInspector General, to require the Inspector General’s report to include
an evaluation of the performance of the Attorney General in the in-
vestigation and prosecuting of criminal violations relating to fraud
in the medicare and medicaid programs and include any recommenda-
tions with respect to improving the performance of such activities.
The penalty provisions of this section would apply with respect to -
acts occurring or statements or representaticns made on or after the
date of enactment, . B ‘

Amendments Related to Professional Standards Review Organizations

- (Section 5)

- Waiver of Other Review Requirements (Section 5(a))

The committee’s bill provides that where the Secretary finds a
given Professional Standards Review.QOrganization (PSRO).:com-
petent to perform required review functions, similar activities other-
wise required by law would not apply, except to the extent specified by
the Secretary. ' : o

Under present law, the Secretary is authorized to waive any or all
of the review, certification, or similar activities otherwise required
under the law where he finds, on the basis of substantial evidence of
the effective performance of review and control activities by PSRO’s,
that the activity or activities are no longer needed for the provision
of adequate review and control. The purpose of this provision was to
avoid duplication of review functions. Current law does not specifi-
cally state that the waiver anthority is applicable to conditionally des-
ignated organizations, although the language has been interpreted
to permit such actions. ; ‘ : : '

The bill would both clarify present law and simplify its application
by providing that where the Secretary makes a formal determination
that a given PSRO is competent to perform required review functions,
the réview, certification and similar activities otherwise required by
law would not be applicable with respect to those providers, suppliers,
and, practitioners being reviewed by such PSRO, except to the extent
specified by the Secretary. A finding by the Secretary under this sub-
section could be made both with respect to conditionally designated
and gualified PSRO’s. The provision would not affect other provisions
of existing law relating to determinations with respect to conditions
~ for eligibility to or payment of benefits (as distinct from reviews or
certifications of medical necessity).

e amendments made by this subsection would be effective upon
enactment.

Modification of Requirements for Conditionally Designated PSRO’s
- (Seation (b)) ' ‘ ‘

, The committee’s bill extends the time period for conditiona] des-

ignation of PSRO’s and clarifies the language of present law pertain-

ingj;(c)1 the duties and functions & PSRO must assume during this trial
period. ) o :

~ Current Jaw provides that each PSRO shall initially be designated

on a trial basis for a period not to exceed 2 years. By the end of the
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period, the organization shall be considered a qualified organization
only if the Secretary finds that it is substantially .carrying ouf in a
satigfactory manner the functions required of a PSRO with respect to
institutional services in its area. When'the legislation wis enacted, it
was anticipated that conditionally designated organizations would be
dble to assume review responsibilities with respect to all institutional
services within a 2-year period. Implementation of the program has
been slower than anticipated with the major foets to date on review of
inpatient hospital services. A number’of conditionally designated
organizations have or are approaching the end of their 2-year trial
period. While many are effectively performing reviews of services,
they are technically net eligible for continuation of their conditional
status or designation as qualified organizations.: T

.. The bill modifies the conditional designation provision of present
laxv-to provide for a’'conditional period not to exceed 48 months. The -
Secretary would be authorized to extend this period for an additional
24 months if an organization has, for reasons beyond its control, been
unable to satisfactorily perform all of its required functions. The com-~
‘mittee expects. that this extension of the conditional period would be
-anthorized only inunusual circumstances.” ' R

The bill also clarifies the requirement of present law that PSRO’s
- must assume responsibility for review of all institutional services (in-~
cluding ancillary services) during the conditional period. Addition-~
ally; the bill clarifies the requirement that PSRO’% must be reviewing
long-term institutional care services (subject to the provisions of
-section 5(d) which Jeave the responsibility for review of services in an
-intermediate care facility ‘where such a facility is'not also a skilled
nursing facility with the State medicaid agency unless the Secretary
finds the State is not performing effective review). - ‘ ,

The amendments made by this subsection would be effective upon.
enactment, = - S :

Review Requirements (Section 5(c)) o L
" The committee’s bill requires the Secretary to give priority toa PSRO
requests to review services provided in “shared health facilities”;
requires & PSRO to undertake ambulatory care review not later than
.9 years after it has achieved operational status (but the Secretary may
not require a conditional PSRO fo undertake such ambulatory care
review) ; and modifies the language in current law pertaining to phy-
sicians excluded from participation in review activities. =~ .

" Under current law, a PSRO is required to review only care pro-
vided by or in institutions. It may request authority to review other
kinds of health services, and the Secretary may approve the request
at his option. To date, little emphasis has been given to the assumption
of veview responsibility by PSROQ’ for other kinds of health care
services. R T o TR :

The bill would require the Secretary to give priority to requests by
PSRO’ to review services in “shared health facilities” with the high-
est priority beinig assigned to requests from PSRO’s located in areas
with substantial numbers of such facilities. A “shared health facility’
is defined as an arrangement meeting all of the following criteria:

. (1) Two or more practitioners practice their professions at a
"common physical location; R o
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- " (2) The practitioners share common space, services of support-
ing staff or:-equipment; - = . . SR
(8) The practitioners have a person (who may himself be a
practitioner) ; paid on a percentage or other basis clearly unrelated
to the value of the services provided, who either is in charge of or
supervises substantial aspects of the operation or who makes avail-
. able services of supporting staff who are not employees of such
. practitioners; and : : , : C ]
(4) At least one of the practitioners receives from medicare,
‘medicaid, and maternal and child health fee-for-service payments
- in excess of $5,000 for one month or $40,000 for ¥2 months."
The term “shared health facility” specifically excludes hospitals,
skilled nursing facilities, home health agencies, federally approved
health maintenance organizations, hospital cooperative shared services
-organizations meeting the requirements of section 501(e) of the Iu-
‘ternal Revenue Code, or any public entities. :
The definition of a “shared health facility” is designed to distin-
.guish those types of ambulatory facilities (sometimes referred to as
“Medicaid Mills”) which are characterized by a high volume of serv-
ices to medicaid patients (often of an excessive or unnecessary nature),
-and the payment of a percentage of the medicare and medicaid billings
to the owner or manager of the facility, from legitimate group prac-
tice arrangements under which several practitioners render services
at a common location. Since a shared health facility could evade the
test of percentage arrangements, the Secretary has leeway to determine
whether the payments to'the owner or manager, while technically not
a percentage of billings, are clearly unrelated to the value of the serv-
ices provided by such person to the facility. By requiring a facility
to meet all four eriteria specified in the biil, it is expected that such.
legitimate arrangements among practitioners would be excluded from
the definition. The committee expects, therefore, that the Department
will exercise judgment in applying this definition so asto assure that
legitimate group practice arrangements are not inappropriately
classified. : ’ : e
Recent congressional hearings and reports have documented wide-
spread instances of fraund and abuse in certain types of ambulatory
facilities which have come to be known as Medicaid Mills, The
definition of shared health facilities is designed to identify these spe-
cific types of arrangements in order to facilitate PSRO review of the
services furnished by such facilities, Committee wishes to emphasize
that & PSRO is not a fraud detection organization; its role is to render
professional determinations as to the medical necessity and appro-
priateness of services. Thus, a PSRO will be expected, where it chooses
to undertake review of services furnished by “shared health facilities,”
to review those services for the same purposes—to judge appropriate-
ness and quality—that it would review services provided in other
health care settings. S : .
~ Under current law, PSRO’s may request authority to review am-
bulatory care services, i.e., those provided in clinics or doctors’ offices, .
howevyer, to date, little emphasis hags been given to this type of review.
The commiittee bill would require the Secretary to approve a request

by a PSRO (whether under conditional or operational status) to

undertake ambulatory review if the Secretary finds it capable of per-
forming this function. The bill further directs the Secretary, where he
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finds an operational PSRO (not a conditional PSRO) capable, to te-
quire such organization to undertake ambulatory review not later than.
2 years after 1t has achieved operational status. The committee expeets .
that in implementing this requirement, the Secretary will exercise
judgment with respect to the varying capacities of PSRQO’s and, where
appropriate, will establish a reasonable classification of ambulatory
care review activities for an organization to undertake. Such classifica~
tion might include specific categories of -services or specific aspects
of various service categories. The committes further notes that “am-
bulatory care services” are those services not rendered by or in an
nstitution. Institutional review, including review of services provided
in hospital outpatient departments or emergency rooins, is & require-

~ment of current law and must be conducted before an organization can

achieve operational status. , . ST
- Under current PSRO review provisions, a physician’is precluded:
from reviewing health services provided to a patient if hie was directly
or indirectly involved in providing the services. Present law further:
precludes review by a physician of services furnished in any institu-
tion, organization, or agency if he or any member-of his family has,
directly or indirectly, any financial interest in such entity.
The bill would modify these restrictions to permit greater oppor-

tunity for physicians participation in PSRO review activities, Under
the bill, a physician would not be permitted to review services for
which he was directly responsible (rather than directly or indirectly”
responsible as in present law) or services in an institution in-which
he or a member of his family has a “significant” financial interest
(rather than “any” financial inferest, as in present 1aw). The commit- -
tee expects that in implementing this provision, HEW will employ the:
same definition of “significant’” financial interest as is currently used
in administering medicare. ‘ o

. ‘The bill further clarifies that the contractual relationship between

“ the: Government and a PSRO is one of assistance rather than pro-

curement. The major thrust of an agreement with a PSRO is not the
procurement of services but rather a determination by the Secretary
that the PSRO is authorized to carry out the functions preseribed
by law. The fiscal aspects of the agreement are intended as assistance
to the PSRO in the performance of its functions. The term. “assistance
agreement” is intended to permit the flexibility which an assistance
arrangement allows rather than to ‘require the procurement contract
approach in reimbursing PSRO’s for carrying out the functions
vested in them by statute pursuant to a designation by the Secretary.
The amendments made by this subsection would be effective upon
enactment. . : S : : i

* Qonclusive Determinations for Payment (Section 5(d)) o
- The committee’s bill provides that where a PSRQO has been found |
competent by the Secretary and is performing specific review func-

tions, medical determinations made in connéction with such review
shall be considered conclusive on those issues for purposes of pay-
ment. The bill provides a formal role for the States in the process of

-establishing dnd evaluating PSRO review of services provided through
_ the medicaid program;. ‘ o T
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- The bill generally precludes delegated review in gkilled nursing fa-
cilities and provides that review of services provided in intermediate
care facilities (which are not also skilled nursing facilities) will be
undertaken by a PSRO only if the Secretary finds that the State is not
performing effective review in these facilities, - ‘ c
~ Under present law, medicare payments and the Federal share of
medicaid payments may not generally be made for health care serv-
ices which a - PSRO, in the proper exercise of its duties, has deter-
mined- to be medically unnecessary or inappropriate. However, the
committee believes that it is necessary, in order to avoid the per-
formance of disruptive duplicative reviews by medicare and medicaid
agencies, to clarify the scope of the PSRO’s authority and the role of
the medicaid State agencies. - - : : .
Accordingly, the bill provides that where a conditionally designed
or a qualified PSRO has been found competent by the Secretary to
assume specific review responsibilities and is performing such reviews,
a determination as to quality or necessity made in connection with
such review would constitute the conclusive determination on those
issues. for purposes of payment. (Such determinations would be sub-
ject to the hearings and appeals provisions of present law.) Medicare
fiscal intermediaries and State medicaid agencies would continue to
be responsible for other types of reviews and determinations relating’
to program eligibility, coverage of services, audit, claims payment,
fraud-and abuse detection, and related activities, o

- The committee has received comments from a number of States ex-
pressing concern over the potential impact of PSRO determinations-
on State medicaid budgets. The committee has concluded that since
substantial State monies-are involved it is“appropriate that they be
given an opportunity to evaluate a PSRO’% ¢apability to efficiently and”
=ffectively perform review of medicaid services. The bill, therefore,
mnakes provision for the participation of States in the PSRO designa-
dion process and in the ongoing monitoring of PSRO raview activities. -

The bill requirés a PSRO to consult with the medicaid State agency.
An the development of its formal review plan (required as a condition
-for designation) and in any modification of the plan involving as-
:sumption of review responsibility for additional categories of serv-
“ices. The bill provides the States with an opportunity to review and
comment,on ‘the proposed conditional designation of a PSRO, the’
charige in designation status from conditional to operational, and the
assumption by the PSRO of responsibility for long-term care and
ambulatory care review. Before the Secretary designates a PSRO or
substantially adds to its functions, he is required to take the State’s
views into account. If his decision differs from the course recommended
by the State, he must notify the State of the reason for his decision
and allow it additional time to provide further support for its views.

" The bill provides that a PSRO’ determination shall constitute a .
conclusive determination for purposes of payment under medicaid
only if the PSRO has entered into 2 memorandum of understanding
(approved by the Secretary) with the appropriate State medicaid
agency. The purpose of this memorandum is to delineate the relation-
ship between the PSRO and the State agency. The requirement for.
p memorandum of understanding may be waived only if the State
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indicates that it docs not wish to enter into such an understanding or
if the Secretary finds that the State agency has refused to negotiate
in good faith or in a timely manner with the PSRO involved.” =

" A State medicaid agency may “request a PSRO to include in its
memorandum of understanding a specification of review goals and
methods (in-addition to those required in the PSRO’ formal review
plan) for the performance of its required functions. If the State
medicaid agency and the PSRO are unable to agree’on the inclusion
of such items, the Secretary would teview the requested specification
and require that it be included in the memorandum if he determines

that the veview goals and methods are consistent with titles XTI and -

XTIX of the act and do not impair the effectiveness and uniformity of
aid. For example, a State might request that a PSRO emphasize the
the PSRO’s review of health care services under medicare and medic-
prevention -of unnecessary Friday admissions-of medicaid patients

for elective procedures not scheduled to be performed until Monday. .

Your committee notes that the PSRO’s application of norms; criteria,
and standards would not be affected by this provision; standards for
quality, appropriateness and necessity of services would continue to be
the same for both programs. If the PSRO found review of weekend
admissions was appropriate, it would generally be applied to all
patients whose care was reviewed by the PSRO. : , :
The committee intends that the Secretary shall not deny a State
agency request solely because the PSRQ has not been utilizing such a
requested method or goal for the medicare program or because the:
PSRO cannot apply the method or goal to the medicare program due
to differences in the patient populations, Rather, the committee in-
tends that where differences in the patient populations do not preciude
uniform review by the PSRO, the Secretary’s decision shall be based
on his determination asto whether the PSRO can eflectively apply
suclL réview methods or goals to'the review of services provided under
both the medicare and medicaid programs in order to ensure that the

uniformity of PSRO review under the Social Security Act ean be

maintained. S A TR

The committee intends that any review specified by the State agency
which the PSRO pérforms in accordange with its memorandum of un-
derstanding with the agency and pursuant to'its review authority
under title XI would be fully federally funded. In addition, the bill
provides regular Federal matching if a medicaid State agency con-
tracts with a PSR(Q to-undeitake additional review responsibilities,
provided the Stats agency formally requests it and the performance

of such responsibilitiss is provided for in an approved medicaid plan. -

amendment. For example, the State dgeéncy may request the PSRO
to approve so-called administrative days, such ds an a ditional day of
hospital stay which may be required because there is no immediately
available skilled nursing facility bed. S

The bill also provides Federal financi >di
aid agencies for the costs of monitoring the performance of review

activities by PSRO’s under State monitoring plans which have been

approved by the Secretary. Tt is expected that the Secretary will de-
velop criteria for approval of such plans and that they will not be ap-

proved vwhere the proposed monitoring activities duplicate the pur-

poses of PSRO review. The State medicaid agency may inéltlde in its

&
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plans for monitoring a specification of the performance criteria for’
judging PSRO effectiveness, Inclusion of such specifications in the:
State’s monitoring plan is not mandated. because it is believed that
most States during the development and initial implementation of
State monitoring of PSRO review will not have. such performance.
criteria developed. However, at snch time as the State agency intends,
to utilize performance criteria for judging PSRO, review effectiveness,
the committee expects the agency to discuss-the criteria with the
PSRO and to amend the State’s monitoring plan to include the agreed-
upon criteria, v , C

The bill authorizes the State agency to. réquest suspension of the.
PSRO’s authority to make conclusive determinations if in the course
of its monitoring activities it develops reasonable documentation that.
the PSRO review determinations are not consistent with quality and
appropriateness of medical care and services and have caused an
unreasonable and detrimental impact on total State medicaid expendi-
tures. The Secretary is required to determine the reasonableness of
the State’s complaint within 30 days of receipt of the documentation.
Upon & finding of reasonableness, the Secretary may suspend all or’
part of the PSRO’ conclusive determination authority under medic-
aid. (For example, he may suspend its review of long-term care serv-’
ices, but not hospital services. ITe may also take similar action with
respect to PSRO" determinations under medicare if he determines
such action is appropriate.) The committee expects that where the
substance of a State’s complaint can be and is promptly corrected’
a, suspension action"would not be taken. The committee bill further
provides that the Secretary may suspend immediately all or part of
a PSRO’s conclusive determination authority if he makes his own
finding that such entiby is not performing its functions in a reasonable
and appropraite manner. Any suspension actions taken by the Secre-
tary (either in response to a State’s complaint or as a result of his
own evalunation) or any determination by the Secretary that a suspen-.
sion is not in order shall not be subject to judicial review. During any
suspension period the Secretary is required to conduct a reevaluation
of the PSRO’s capability to perform review activities and to inform

the appropriate agencies, organizations, and congressional committees.

of any documentation submitted and actions taken.

The bill requires the Secretray to establish procedures and mecha-
nisms governing his relationship to State agencies in connection with
their respective responsibilities concerning memoranda of understand-
ing, monitoring, and reevaluations. The Secretary is required to peri-
odidally consult with representatives of State agencies and PSRO’s.
Further, the appropriate State medicaid agency is permitted to be
represented on any project assessments conducted by the Secretary. The-
committee intends that the procedures and mechanisms developed by
the Secretary shall promote smooth working relationships hetween all
parties involved and shall involve a minimum of disruption in the
orderly implementation of the PSRQ program. The committee fur-:
ther intends that State mopitoring activities will become less intensive:
overtime (particularly with respect to PSRO’s which are no longer in.
conditional status) and will focus on problem areas which have becn-
detected in the performande of PSRO review. e T :

.
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. The committee is aware of the fact that as PSRO’S begin. to.review
.servmes provided in institutional settings other than hospﬂ:als, differ-
ent requirements may be appropriate. Accordm«rly, the bill generslily
_prohibits delegated review in skilled nursing facilities since these'facil-
ities have generally had far less experience in conducting in-house
Teview activities than hospitals: Tlus prohibition would not.be apph—
.cable in cases where.a skilled nursing facility isa. distinet part of a hos-
pital. The committee bill specifies Tthat’ PSRO- deletra,ted review to-a
;hosp1tal also encompasses an attached skllled nurmno or mtermedm‘ce
care facility.

The committee bill further provides that PSRO’s shall have. 1esp011-
sibility for the review of services provided in an intermediate care
facility where such facility is also a skilled nursing facility. PSRO
review of care in other intermediate care facilities and public institu-
tions for the mentally retarded (services whichare paid for only wnder
the medicaid program) would only be undertaken where the Secretary
«determines that the State is not performing effective review of the
‘ quahty and necessity of services provided in such facilities. If the

Secretary does make such a finding, and the PSRO is required to carry

out the review, the committee expects that the PSRO would not dele-
pate review to the intermediate care facility, just as they ave prolnbltad
from such delegation to skilled nursing facilities,

The am@ndments made by th1s stibsection would be eﬂ'ectlve upon
enactment.

Clarification of Samctions Provision (;S’ectwn 5(e) )

Current law specifies those conditions under which the Secmta,ry
may, at the recommendation of a PSRO, withdraw a medical care pto-
vider’s eligibility tc participate in Social Secunty Act medical care
programs where 1t is determined that it is not willing, or cannot, czngu'y
out its- obligations to order and provide only necessny care of accept—
able quwhty

The committee bill makes clear that the prowswn in cluesmon appl 1es
to any health care practltloner, or any hospital or other health cgre
facility, agency, or organization which is subject to PSRO review.;

The amendment m*zde by this subsectmn would be effec{:we npxon
enactment. .. ' g : Ly
National Council (Sectzon 5(F)) ' SR
" T‘he hifl pmwdes for stmgeled terms for membels of ‘che Natmlml
Pirofessional Standards Review Coungil. -

“Present law. provides that the 11 members of the Cotneil shall be
‘appointed for 3-year terms and may be. eligible for reappointment.
‘The bill would amend this provision. The oeneral term Tor Council
members ‘would continue to be 8 years, except that fol members
appointed in 1977, four shall be appéinted for a 2-year term and
three for a l-year ’term. AL members would contmue to be ehglble
for reappointment. \

" The amendment made by thls subsecf;lon Would be effective upon
enactment. ‘ :

“National Council Bepori* (Sedtzon 5(g)) . ~
~The committee bill would delete the ; requi jrement in pmsenb 1a,w for ,

- an annual report on-its acﬁnrg.tles by the \r‘monal meessm}ml Stméb
89-010—77— 4 ] ,
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ards Review Council aﬁd would require instead thé 'submissidnv by the
‘Secretary of a detailed annual report on the PSRO program.

- Under the new reporting requirement included in the bill, the Sec-

retary would be required to submit substantially more information

concerning the cost and operation of the PSRO program than has
previously been tequired of the National Council. Accordingly, the
bill would delete the requirement for the National Council report as
duplicative and unnecessary. - . -

The amendment made by this subsection would be effective upon
enactment, :

Exchange of Data dn’,cl ano}"ma:tionVWz'ﬁb Other Agencies . (Section

5(1)) |

The committee’s bill would expand and clarify the circumstances
under which the provision of data or information by PSRO’s would
not violate the confidentiality requirement of law. : CoL

Under present law, any data or information acquired by a PSRO in
the ‘exercise .of its duties must be held in confidence and may not be
disclosed to any person except. (1) to the extent that may be necessary
to carry out the purpose of the PSRO provisions, or (2) in such
cases and under.such circumstances as the Secretary shall by regula-
tions provide to assure adequate protection of the rights and interests
of patients, health.care practitioners, or providers of health care.
Interim regulations issued by the Department on December 8, 1976,
%glgige for the disclosure of two types of information acquired by the

1. Data and information acquired by the PSRO: (a) which has
been , published; (b) which has not been identified by the ‘source as
gongidential; and (c) whose disclosures are not otherwise prohibited

y law, - . ,.

2. Summary statistics aggregated from the Uniform Hospital Dis-
charge Data Set (_UHDDg) to the extent that it is not identifiable to
an individual patient or health eave practitioner. co '

'The bill would expand and clarify those circumstances under which
the provision of data or information would not violate the confiden-
tiality provisions to include: %_1‘) provision of data or information by
the PSRO, on the hasis of its finding as to evidence of fraud ot abuse,
to Federal or State agencies recognized by the Secretary as having
responsibility for the identification or detection of fraud snd abuse
activities; such data and information may be provided at the request
of the recognized agencies at the diseretion of the PSRO; and (2)
provision of aggregate statistical data to agencies having responsibil-
ity for health planning and related activities under Federal or State
law. Thé"data and information furnished to the planning agencies
would be provided in the formatiand manner prescribed by the Secre-
tary or agreed upon by the agejicies and the PSRO, Such data and
information would be in the fotm of aggregate statistical data on a
geographie, institutional, or ofher basis reflecting the volume and.
fre‘qluency of services furnishefl and the demographic characteristics
of the population whose servides are subject to review by the PSRO.
However, the data would not identify any individual. -

Data and information made available to Federal or State agencies
recognized by the Secretary.as having responsibility for identifying
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and investigating fraud and abuse may not be further disclosed except
when the disclosure is made in the course of a legal, judicial, or admin-
- istrative proceeding. Violation of this prohibition would result in

application of the penalty specified in existing law. ‘

The committee Eas included this provision to facilitate the ex-

change of dats and information with other agencies while at the same
time assuring that the confidentiality of patient records will not be
violated. The committee has received information that PSRQ’ which
h#ave identified suspected cases or widespread patterns of fraud and
abuse have been unable to make the information available to enforce-
ment agencies, The committee also notes that the provision of aggre-
ghte statistical data to Federal and State planning agencies will ‘eny
able those bodies to develop a more accurate picture of raedical cab/é
patterns in their aveas, facilitate planning for future.resource needs,
and prevent unnecessary duplicative data gathering activities; . :
. +The bill also includes a provision te protect patient records from
subpena or digcovery proceedings in a civil suit. This provision, how-
ever, would not preclude the subpena or discovery of originals or copies
of the same docwnents in the possession of others. R
- The amendment made by, this subsection would be effective upon en-
actment, - ) . . .
Legal Expenses (Section 5(2)) - : o R
The committee’s bill provides for payment of legal fees in connec-
tion with the defense of suits brought against's PSRO related to the
performance of its functions. The bill would authorize the Secretary
to ‘assume responsibility for legal fees incurred in connéction with the
defense of any suit, action, or proceeding brought against the PSRO
or any of its members or employees related.to the performance of its
functions. While all PSRO’s currently have liability insurance which
coyers such attorneys’ fees, this provision would serve as an additional
-guarantee in the event such insurance is subsequently withdrawn. -

. The amendment made by this subsection shall be effective upon
. euactment, : ‘ W
Payment of PSRO Ewpenses (Section 6(j)) A

The committee’s bill would clarify the intent of present law that
payment for PSRO expenses is to be made from Federal funds.

Under present law, expenses incurred by PSRO’s are payable from
medicare trust funds and from funds appropriated to carry oub the
~“other health care provisions of the Social Security Act. The bill would
clarify that it is not intended that States or local governmental entities
contribute toward these expenses, as they normally must do to receive
Federal matching funds under title XIX, = - .
~ The amendment made by this subsection would be effective upon
enactment. ‘ ‘
Annual Reports (Section 5(k)) : ‘

Current law does not require the preparation of a detailed report
on the activities, cost, and impact of the PSRO program. The com-
mittee believes that thig information is necessary to determine the
status of program operations, to evaluate the progress of program
- implementation, and to assess thé program’s effectiveness, .
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The bill committee therefore requires the Secretary- to submit an-
nual reports to the Congress by April 1 of each year beginning in
1978 on the administration, impact, and cost of the PSRO program
during the preceding fiscal year. The reports must include program
data on each PSRO; institutions and practitioners whose serviges are
subject to review; penalties and sanctions; total costs under titles
V, X1, XVIIT, and XIX in the implementation of all required review
procedures; changes attributable to PSRO activities; results of pro-
gram evaluation activities; extent to which PSRO’s are performing
reviews for other private or governmental programs; and legislative
recommendations. : '

The amendment made: by this subsection would be effective upon

enactment, S
Medical Officer (Section 5(1)) :
-The bill would include medical officers in American Samoa, the
Northern Mariana Tslands and the Trust Territory of the Pacific
Islands in the PSRO program. In these areas medical officers rather
than doctors of medicine provide medical care. The bill would there-
fore permit medical officers licensed to practice medicine in thiese
localities to participate in the PSRO program. These individuals may
not, however, serve on the National Council or malke any final determai-
natlons with respect to medical necessity or appropriateness of care
provided by a duly licensed doctor of medicine or osteopathy.
. 'The amendment made by this subsection would be effective upon
enactment. : '

. Payment for Review of Part B Services Provided by Hospitals (Sec-
o tonb(m)) : } ‘ -
 Public Law 94-182, enacted on December 31, 1975, included an
amendment to the medicare program which was designed to equalize

reimbursement for PSRO hospital review activities whether ‘such
veview was carried out by a hospital under delegation from a PSRO

‘or by the PSRO itself. ‘Previously, only deleguted review activities

could be funded out of the medicare trust funds. Under the new law, .

PSRO expenses in carrying out nondelegated review for hospital
services covered under medicare part A or medicaid or the maternal
and child health program. would also be reimbursed through this
mechanism. The law did not, however, provide for similar funding
for PSRO review of hospital services covered under medicare part B.
Accordingly, the bill corrects this oversight by providing that fund-
ing for delegated review activities for services provided by a hospital
which are covered under medicaré part’ B shall be made from the
inedicare trust funds. S o i
.. The amendment made by this subsection would be effective upon
enactment.’ - ' ) ’ :
Statewide Councils (Section 5(n)) : , L
. The bill extends the protection currently provided to members and
employees of a PSRO from criminal prosecution or civil liability
.when -cartying out, PSRO functions to members and employees of
Statewide Professional Standards Review Councils. '

The amendment made by this subsection yould be effective upon
enactment, - = '~ ‘ R IR :

e
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Technical Corrections (Sectzon 5 (o) ) : ;

The committee bill makes technical corrections in sectlons 1152(b)
(1) (A),1155(a) (1),and 1160(b) (1) of the act. S
Physician Review (Section 5(p))

The committee hill deletes the current law dlstmctlon, based on
whether a hLospital has or has not been delegated PSRO review, in
determining those physmmns who may be 1espon51ble for rev1ew
activities.

i

Under current PSRO review prov1s1ons, a physmlan is ordma,mly :

prevented from being responsible for the review of hospltal care and
services provided in any hospital in which-he has active stafi privi-
legés- when the rveview of such services has ‘not, been delegated: to the
hospltal by a PSRO. However, where review: Thas heen’ delefrated to
the hospital, a_physician with acblve staff pllvﬂcges in that facﬂlty
may be responsible for the review.

The committee notes that there is no evidence that such a distmctlon
in the qualification of the physician responsible for the review is neces-
sary. The decision whether or not to delegate review is not necessarily
related to the ability of an individual physmmn with active staff privi
leges in a particular hospital to do the required review, but is more
hkely to be related to other factors, The committee has concluded that

the existing prohibition places an undue burden on nondglegated hos-

pithl raview.

The committee bill therefore deletes the vestriction contame.d n curr
yent law which or dinarily prevents physmmns with actlye)st&ﬂ privi-
leges in a hospital from heing responsible for review in & faclhty if
1ev1ew responsibilities haye not been delegated. . -

- [ssuance o f ;S'ubpeﬂa,g by the Oompéroller General. (aectzan 6‘)

The bill would give the Comptroller General of the United Stmtes
the power to sign and issue subpenas to gain: mformatlon recra;rchh« ‘
programs authorized under the Social Secuiity Act,

Currently, the Comptroller General of GAO does not h‘We the sbatu~ ;
* tory authority, under the Social Secumty Act, to issue subpenasin don-

nection with GAQ mvesm%atmns into pro«rx‘ams ‘muthorized by that
act. In a December 29; 1976, letter to the House ' Ways and Meaiis

Committee, which was'in 1esponSe to an inquiry concerning Social

Security Act subpena power for the: General Accauntmg Oﬁice, the o

Actmtr Comptroller General stated that:
: Flom the overall perspective, we beheve that the subpenfv o
]T)O\\'Bl in question would be & useful tgol, In all probability, ™ '
. the'mere existence of such a power would be suiﬁcmnt topre~
-elude problems in most cases and, in-our opirion, resort to its' "
‘use would: be relatively mfrequent ‘We would this favorthe |
Cinclusion of subpena, authol 1ty in the antlcipated hew
legislation. : .
: The b111 would give the Oomptl oller Genel *1,1 of GAO the power to
sign ‘and issue subpetias in order to gain information and facilitate
review of programs authorized under the Social Security Act particts
laxly with respect to investigations of frandulent and abusive practices,
In connection with GAO’s statutory functions including investiga-
tions, emmmatlons, and auditing, subpenas could be issned to gain
aceess to pertinent books, 1ec01ds, documents, or other mfmma.tlon
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Under resistance or refusal by an individual to obey a subpena, the
bill would authorize the Comptroller General to request a court order

The amendments made by this section would be effective upon
enactment. o : B
Suspension of Practitioners Conwicted of Medicare- or Medicaid-
Related Orimes (Section?) ' : S
~ The committee’s bill requires the suspension of physicians or other
individual practitioners from participation in medicare or medicgid
ifﬁsd'ch practitioner has been convicted of a program-related criminal
offense. ; - : .
"' The committee has included this provision in response to the con-
cern that some program violators have been permitted continued
participation, often without interruption, in Federal health carée pro-
gras. The committee feels that misuse of Federal and State funds
1s a very serious offense and that those convieted of crimes against the
programs should not be permitted continued and uninterrupted réceipt
of Federal and State funds. The committee believes that this threat of
suspension, together with the upgraded penalties authorized under the
bill, will serve as a significant deterrent to fraudulent practices under
medicare and medicaid. o h o
‘Under current law, physicians or other individual practitioners who
have: been ‘convicted of an offense related to their participation in
medicare or medicaid are not automatically suspended from thesé
programs and can continue to receive payment therefrom. The Sec-
retary may suspend Federal payment to a person who has falsified
information related to a request for payment. The Secretary may also
suspend a person who bills the program for charges substantially in
excess of the person’s customary charges or who has furnished services
found to be substantially in excess of an individual’s need, to be
harmful, or to be of grossly inferior quality. N
- The bill requires the Secretary to suspend from participation under
medicare, a physician or individual practitioner who he determines
has been convicted of 9 criminal offénse related to-such individual’s
involvement in medicare or medicaid. To permit casd-by-case determi-

nations; the suspension would be for such period as the Secretary .

deems appropriate and no medicare payment could be made for any
item or service furnished by such individual during this period: Indi-
viduals subject to suspension arve those who are convicted on or after
the date of enactment of the law or within such period prior to enact-
ment as the Secretary may specify in regulation. Provision is made for

~appropriate notice to the individual and the public and hearing and

judicial review of the Secretary’s determination. In any case where
the Secretary suspends a practitioner from participation in medicare
he is required to prepptly notify every State medicaid agency and the
appropriate State of docal licensing authority. - o

Whenever a State medicaid agency is notified by the Secretary
that a practitioner has been suspended under medicare, it shall sus-
pend such individual from participation in medicaid. This is intended

" to prevent practitioners from moving from one State to another in
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order to avoid the effect of the suspension. To.conform the timing of
suspensions, the medicai& suspension period shall not be less thaii the
suspension period applicaple to the individual under medicare. No
medicaid program payments may be made for services provided by

. such individual during the suspension period,

Jn his notification to the licensing anthority the Secretary shall re-
quest that investigations be made and sanctions be invoked, as deemed
appropriate in accordance with the State’s lasr and policy. The Secre-
tary and Inspector General would be notified of whatever action, if
any, is taken by these authorities, =~~~ = .

. The committee was concerned that imposition of this suspension,
under certain unusnal circumstances, could. deny adequate access to
medical care to persons eligible for services under medicare or medic-
aid. To ensure that this would not occur, the bill provides two reme-
dies. First, the bill wonld.authorize the Secretary.to designate a com-
munity as a health manpower shortage area (as defined under title
11T of the Public Health Service Act) for purposes of placement of
National Health Service Corps personnel, if he. determines that im-
position of & suspension would leave those residents of the area eligible
under medicare or medicaid without adequate access to health~ervices.
Second, the bill permits the Secretary, on the request of a State, to
waive a practitioner’s suspension under the State’s medicaid program.
The committes intends that such ‘waivers be granted sparingly. It is
expected that waivers will only be approved where imposition of the
suspension would deny a2 community of needed medical service because
of the shortage of practitioners in that area and no National Health
Service Corps perSonnel have been.assigned. . - S

The amendments made by this section would be effective upon en-
actment except for the provision, relating to0 medicaid suspensions
which would be effective for caleridat quarters beginning on or after

January 1,1978.

- Discloswre" by, Providers éf ~0}liu'7l“6’l-'8 and Certain. Other Individuals

. Comvicted of Certain Offenses (Section 8) , o

The committee’s bill requires all institutional providers of services
participating in medicare, medicaid, or title XX State social service
grant programs to disclose the names of owners and certain other
individuals who have been previously convicted of fraud against-any
one of these programs. The bill also permits the Secretary or appropri-
ate State agency to decline to enter into an agreement or contract with
an institution whose application contains the names of any such in-
dividuals and further permits the Secretary or any State agency to'ter-
minate existing provider agreements if the names of such individuals
have not.been disclosed as required. S ‘

- Current disclosure of ownership provisions do not require institu-
tional providers of services and other agencies and organizations certi~
fied to provide services under titles XVIII and XIX of the Social
Security Act t¢ disclose information about criminal records any of -
their owners and managerial employees may have. Similar informa-
tion is also not required from institutional providers participating in
title XX of the Social Security Act, a number of whem are also cer-

tified -t provide 'services under medicare and medicaid. Existing
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procedures for determiining this mformation are inadequate, time-
consuming, and have permitted individuals previously convicted of
such offenses to continue ownership or management in participating
facilities or become owners or managers in other participating facili-
ties without program administrators being atware of an individual’s
past activities which: might have a bearing on a facility’s future
performance, , _ o e ‘
Lack of adequate -disclosure of these individuals is an additional
-restraint on HEW’s attempts to investigate and control program
abuse. It has hampered and restricted Department: effortsto limit: the’
participation of those facilities and other organizations providing
services under titles XVIII, XIX, or XX that sze partially owned
or controlled by persons convicted of criminal olienses against the
programs. B ST R
Even when such individuals can be identified by the Department
of FIEW or State administering agencies, it is difficult under existing
procedures to limit participation of facilities owned by these persons.
Currently, no provisions exist to enable the Secretary of HEW or &
State agency to refuse to enter into or to terminate provider agree-
Ients or contracts with. institutional providers or other organizations
owned by such individuals as long as existing conditions for partici-
pation under titles XVIIT, XTX, or XX are met.

The result of the failure of the current law to provide procedures
wheyeby facilities owned by persons who have previously been con-
victed of fraud against medicare or medicaid hias been that these per-
sons continue to receive payments from:the programs. Even.criminal,
conviction is not sufficient to exclude an individual from the nursing’
home industry or the Medicaid system, Lengthy, state administrative
procedures must also be carried out, vulnerable to delaying litigation,
The problem would be compounded under present law whenever a
provider convicted in one State continues to operate in another. Then
the speedy removal of the provider from the medicaid program would
be almost impossible. Conferrine the proposed powers on the Secretary
would -ensure ‘that providers who have flagrantly abused the system
will not be able to exploit the delays in'State administration processes
to continue their profiteering: G e ey

- In order to deal swith this problem; as a condition of ‘particippion,
certification, or recertification under titles XVII, XIX, or XX of
the Social Security Act, the billwould require all institutional pré=
viders of services, or othér agencies,-institutions, or organizations to
disclose to the Department of Health, Bduecation, and Welfare orto
the appropriate State agency the names of its owners, officers, direc-
tors, agents, or managing employees who havé been convicted of o
criminal offense against medicare, niedicaid. ‘or State social ‘service
grant programs. The bill specifies that when an application requesting
such participation orceftification’ contains' the names of ‘any- such
previously convicted individual, the Secretary. of HEW :or the State
agency may refuse to enter into-anggreement or contract with the
hstitution to- provide services under titles XVITI, XIX, or XX:
In-addition, the bill specifies that the HEW-Inspector’ General must
be informed of any such applicationsvéceived and of any actions taken
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on them. The bill would also permit the Secretary or appropriate

- State agency to terminate existing provider agreements or contracts

under title XVIII, XTX, or XX, if the names of such individuals
have not been disclosed, as required. ;

In applying the disclosure requirements to convicted persons who
are officers, directors, agents, or managing employees of the institu-
tion, as well asto convicted persons with ownership interests, the com-
mittee feels that this parallel requirement is necessary in order to
ensure that program administrators are aware of the renewed involve-
ment of these persons in participating institutions, '

The bill would specifically define the term “managerial employee”
to mean @ person who exercises operation or managerial control over
the institution or one who directly or indirectly conducts the day-to-
day operations of the institution including, but not limited to, an inf;
stitution’s general manager, business manager, administrator, and %
director. The bill would define the owner of an institution as any per-
son who has a direct or indirect ownership or control interest of ab
leagt 5 percent in the institution. : : :

The amendments made by this section shonld apply with respect to
contracts, agreements, and arrangements entered into and approvals
given pursuant to applications or requests made on and after the first
day of the fourth month following enactment.

Federal Access to Becords (Section 9) : :
Under present law, State plans under medicaid are required to
provide for agreements with' eévery person or institution providing
services whereby such persons or entities will keep complete records
of services provided under the program and furnish the State agency,
upon request, which information regarding any paymentsclaimed
under the program. Similar access to records by the Secretary is not

required. The committee feels this could hamper Federal efforts to

obtain information necessary to examine potential instances of fraud-
ulent and. abusive activities, The bill therefore specifically ‘permits
the Secretary to -have access to records of persons or institutions pro-
viding services under medicaid in the same manner presently provided
to State medieaid agencies. g L

The amendment made by phis section would be »eﬂ'ective upon.. .
% C Y .

enacttent. - B ‘ ; v i :
Qlaims Processing and Information Retrieval Systems for Medicaid
Programs (Section 10) ., . - S
The bill permits States to send explanation of benefits féims to a

- sample of medicaid recipients and still be entitied to Increased Federal

matching for operation of approval management information sys--
tems, The bill specifies that there would be no explanation of benefit

forms in the case of services which are confidential in nature.

- Present law authorizes an increase in Federal matching to 75 per-

“cent toward the costs of operating an approved medicaid claims proc-

essing' and information retrieval system if the system provides ex-

~planation of benefits information to all recipients. The committee
has been informed that this striet requireient for explanation of " -

benefit forms in.every-case has limitgd the growth of approved sys-

5. Rep. 453—1 T35
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tems. In addition, questions have been raised about the cost effective-
ness of this requirement because of the high volume of claims for
services provided under medicaid.

The bill therefore modifies the current requirement by permitting
the increased matching if the system provides explanation of benefits
information to a sample group of recipients. The committee expects
that the samples will be of sufficient size and sufficiently represent-
ative of the population served and the services rendered to enable
the identification of any gquestionable or unusual patterns. It is the
intention of the committee that all confidential services, and services
integrally related to a confidential service such as family planning
services and venereal disease treatment be deleted from the explana-
tion of benefit forms in order to assure privacy for the medicaid
patient. States will be expected to institute appropriate safeguards to
accomplish this. ,

The committee notes that this change in the medicaid statute does
not constitute a new entitlement to iﬁgher Federal matching, but
merely increases the workability of the existing provision.

The amendnient made by this section would apply with respect to
calendar quarters beginning after the date of enactment.

Restriction on Federal Medicaid Payments. Assignment of Rights of
Payment; Incentive Paymenis (Section 11)

The bill precludes Federal matching payments for expenditures
under medicaid for services which a private insurer would have an
obligation to pay except for a provision of its insurance contract
which has the effect of limiting or excluding such obligation because
the individual is eligible for or receiving medicaid.

The section also establishes a medical support program under which
medicaid applicants and recipients may be required by a State to
assign their rights to medical support or indemnification to the State.
Incentives would be provided for localities to make collections for
States and for Statei; to secure collections in behalf of other States.

Under current law, States or local agencies administering medical
assistance. plans are vequired to take all reasonable measures to en-
sure that third parties legally liable to pay for any medical care ren-
dered to medicaid recipients meet their legal obligations. However,
some private insurance policies contain a provision that limits the
insurance companies’ liability to the amount not covered by medicaid.
In some cases, State insurance commissioners have not taken action to
stop this practice. When it occurs, the medicaid program is forced to

~ assume the costs despite the existing subrogation requirement.

~ The bill would provide an incentive to States to stop this practice
by stopping all Federal matching payments for expenditures made
undar the plan for care or services provided to the extent the private
insw w¢ defined by the Secretary) would have been obligated to
a1 a provision of its contract which hasthe effect of limit-
Ay such obligation because the individual is receiving

medicaid. B RO 4

vised the committee that there are cases where absent
s¥e been ordered by a court to provide for the medical
¢ families have failed to do so. Frequently these families
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must turn to the medicaid program for their medical meeds. The
medical support program established by the bill would authorize
States to require that medicaid recipients and applicants, as a condition

of eligibility, assign their medical support or indemnification rights

to the State. The State would enter into.cooperative arrangements to

secure the medical support. Localities securing collections on behalf of

the State and States securing collections on behalf of other States
fvould recelve incentive payments of 15 pereent of the amounts col-
ected. P ’ :
The amendments made by this section would apply with respect to
medical assistance provided and assignmenis made for calendar quar-
ters beginning on or after January 1, 1978. :

Study and Review of Medicare Claims Procéssing (Section 12)

The committee bill directs the Comptroller General to conduct s

complrehensive study of the claims processing system under medicare
for the purpose of determining what modifications should be made to
achieve more efficient claims administration.

Under medicare part A, groups or asgociations of providers can

nominate an organization to serve as a fiscal intermediary between-

the providers and the government. An individual member of an asso-

“ciation or group of providers that has nominated one organization as

intermediary may select some other organization if this is satisfactory
to the organization and HEW, or alternatively it may elect to deal
directly with the government. HEW may not enter:to an agreement
with an organization unless it finds that such agreement is consistent
with efiicient and effective administration. The Social Security Ad-
ministratiog: selected 10 hospital-nominated organizations to serve

as intermediaries. These include the Blue Cross Association which.
carries oub its claims administration activities through 73 statewide -

and local Blue Cross plans. Under medicare part B, the Secretary
gontraets with carriers-to perform claims processing activities, Car-

viers are selected to serve‘specified geographic areas. There are 47

carriers, including 82 Blue Shield plans. Both intermediaries and car-
riers are reimbursed on a cost basis for carrying out their activities.
A reexamination of the administrative framework of the medicare
program in order to assess the need for possible modifications is
desirable. o S ‘ ' I S '
The committee bill therefore directs the Comptroller General to
conduct a comprehensive study and review of the administrative stric-
ture established for processing claims under medicare. The study is to
determine whether and to what extent more efficient ¢laims administra-

tion could be achieved by reducing the number of carriers and inter-

mediaries, making a single organization responsible for processing

 claims under parts A and B in a particular geographic area, paying

for claims processing on the basis of a prospective fixed price, pro-
viding other types of incentive payments for efficiency, or by other

modifications in existing struneture and proeedures. The Comptroller

General would be required to submit a report containing his findings
and recommendations to the Congress by July 1,1979. T

The amendment made by this section would be effective upon eﬁsic‘t- “

g
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Abolition of Program Review Teams Under Medicare (Section 13)

The committee bill repeals the provisions in current law relating to

program review teams. :
The Social Security Amendments of 1972 included a provision au-
thorizing the Secretary to suspend or terminate medicare payments to
a supplier of services found to have abused the program. In the case of
such a suspension or termination, Federal participation was also to
be withheld for medicaid payments made in behalf of such supplier.
This provision was included to permit HEW to bar future payments
to suppliers who have made a practice of furnishing inferior or harm-
ful supplies or services, engaging in fraudulent activities, or consist-
ently overcharging for their services.

To assist him in making determinations under this section, the Sec-
retary was required to establish program review teams in each State.
These professionally based bodies were to advise the Secretary con-
eerning such matters as whether excessive, harmful, or grossly inferior
eare 1s being rendered to patients. The functions of program revisw
teams relating to the review of the quality and appropriateness of
gervices are essentially duplicative of the functions required to be
performed by PSRO’. -

The committee bill therefore deletes the requirements in current law
pertaining to the establishment and responsibilities of program review
teams with the expectation that the appropriate PSRO wilinstead be
available to advise the Secretary in cases that require the application
of professional medical judgment. ‘ ;

The amendment made by this section would be effective upon

enactment. . |

Nomination of Intermediaries by Providers (Section 14)
"The bill would prohibit the Secretary from refusing to enter into
an agreement with a nominated intermediary solely because of the fagt ™
that such intermediary does not operate regionally or nationally.
Under present law, the Secretary of HEW is authorized to use pub+t
lic agencies or private organizations to facilitate medicare payment to
providers of services. Such agencies or organizations (intermediaries)
are ordinarily nominated by the individual provider. For example,
most hospitals have nominated Blue Cross Associafion as their inter-
mediary and the Secretary has contracted with that organization. The"
Blue Cross Association, in turn, utilizes local Blue Cross plans for the -
day-to-day administrative and operating activities. . S
The Secretary is prohibited from entering into an agreement with
any agency or organization unless he finds that to do so is consistent
with effective and efficient administration; that the intermediary is
willing and able to assist providers in safeguarding against unneces-.
sary utilization of services; and that the intermediary agrees to pro-
vide the Secretary with such information as it may acquire in perform-
ing its duties and which he finds necessary in performing his functions.
The commitiee is concerned that the Secretary may refuse to enter
into an agreement with a prospective intermediary nominated by a
provider or group.of providers, or may terminate an agreement with
an existing Intermediary, solely on account: of the fact that the inter-
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mediary transacts business only within the State in which the provid-
er(s) is located and that current law indirectly may give him the au-
thority to require the designation instead, of a regional or national
intermediary.

The committee has, therefore, included an amendment prohibiting
the Secretary from refusing to enter into an agreement with a nom-
inated intermediary, terminating an existing agreement, or making a
determination with respect to whether an agreement or proposed agree-
ment is effective or efficient, solely because of the fact that such inter-
mediary operates only within a single State or on the basis that re-
gional or national intermediaries serve or could serve providers within
the State. It is the intention of the committee that the Secretary not
zo outside the State to a region or beyond when providers within a
a given State wish to be served (and other applicable requirements.of
tSl;e statute are met) by intermediaries who operate wholly withinithe

ate.

Disclosure by Providers of the Hiring of Certain Former Employees
of Fiscal Intermediaries (Section 15) ~
The committee bill would require a provider of services under the
medicare program to notify the Secretary promptly of its employ-
ment of an individual who at any time during the preceding year'was
employed in a managerial, accounting, auditing or similar capacity
by a fiscal intermediary or carrier who had served that provider.
In certain cases in the past, providers have specifically recruited and
employed personnel of the fiscal intermediary serving it, apparently
in order to assist the provider in justifying questionable accounting
and cost reporting procedures, This type of hiring practice potentially
subverts the integrity of the intermediary provider relationship,
including the integrity of the auditing process. The Department of
HEW is expected to utilize the information gained under the notifica-
tion required under the bill to discourage such practices, especially
~when such information suggests possible conflict of interest situations.
" Providers who hire employees of fiscal intermediaries, particularly
accountants and auditors who have been involved in auditing that pro-
vider, should be on notice that such practices will be followed closely.
The amendment made by this section would apply with respect to
agreements entered into or renewed on and after the date of enactment.
Payment for Durable Medical Equipment (Section 16) .
Thé committee bill would modify the present methods for reéimburs-
ing medicare beneficiaries for expenses incnrred in obtaining durdble
medical equipment. The intent of this modification is to reduce program
expenditures and assure greater profection for beneficiaries against
the netd to pay excessive remtalqides. . * - ' "
- Present Taw provides for reimb\grsement under part B of medicare
for expenses incurred in the rental or purchase of durable medical
_ equipment used in the patients’ home. The beneficiary has the option
“to rent or purchase such equipment. In the case of purchase, réim-
bursement is generally: made In monthly installments. equivalent to
~amounts that would have been paidhad the equipment been rented.
Reimbursement may be made on a lump-sum basis for purchased

o
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requipment that is relatively inexpensive, i.e., items for which the
-reasonable charge is $50 or less.

TWhere a beneficiary elects to rent equipment, medicare will continue

" to reimburse him for 80 percent of his rental expenses as long as his
" medical need for the equipment continues. A study conducted by GAO
showed that rental payments under the program for durable medical
- equipment require over an extended period of time frequently ex-
- ceeded, by a substantial amount, the reasonable purchase price of the
~equipment. Moreover, beneficiaries were also overpaying for equip-
-ment since they are Hable for the 20-percent coinsurance amount.
_ The Social Security Amendments of 1972 added provisions to the
Aavw to help avoid unreasonable expenses to the program and to bene-
‘ficiaries resulting from prolonged rentals of equipment. These provi-
sions authorized the Secretary to experiment with alternative reim-
bursement mechanisms; including the use of lease-purchase arrange-
ments and lump-sum payments for purchased equipment where it
could be determined in advance that the use of the equipment would
be medically necessary for an extended period of time. Although the
Department has not conducted the extensive experimentation contem-
plated by the legislation, sufficient evidence is available to indicate
that changes in the reimbursement methods are needed to deal with the
Jong-standing problems arising under the durable medical equipment
provision of law.

To remedy these problems, the committee bill makes several changes
in the methods used in reimbursing beneficiaries and suppliers for dur-
gble medical equipment. First, the bill requires the Secretary to deter-
mine, on the basis of medical evidence, whether the expected duration
of medical need for the equipment warrants the presumption that pur-
chase would be less costly or more practical than rental, and would not
impose financial hardship on the beneficiary. Where such a presump-
tion can be made, the Secretary would require purchase of the equip-
ment and would provide reimbursement on the basis of a lump-sum
payment or on the hasis of a lease-purchase arrangement. Since lease-
purchase would generally be the preferred mode of payment, and

~would ordinarily provide the greatest degree of cost-effectiveness for
the program and the beneficiary alike, the bill specifically directs the
Secretary to take steps to encourage suppliers, through whatever ad-
ministrative arrangements he finds feasible and economical, to make
“equipment available tobeneficiaries on a lease-purchase basis, ’
Second, the bill retains the provision in existing law which author-
- izes the Secretary to waive the 20-percent coinsurance requirement
ith respect to the purchase of used durable medical equipment when-
-ever the purchase price is at least 25 percent less than the reasonable
charge for comparable new equipment.
The amendment made by this section would apply to durable medical
equipment purchase for rented on or after October 1, 1977.

Funding of State Medicaid Fraud Control Units (Section I7)
‘The committee bill authorizes 100 percent Federal matcking in fiscal
year 1978, 90 percent matching in fiseal year 1979, and 75 percent
matching in. fiscel year~1980 for the establishment and operation
of State medicaid fraud control units. The bill also authorizes the
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Secretary to conduct demonstration projects for the purpose of de-
veloping improved methods for the investigation and prosecution
KI' frand in the provision of henlth services under the Social Security
ct. ) ,
The committee is concerned that sufficient efforts have not been
made to date to identify and prosecute cases of medicaid fraud in a
number of States. In the absence of effective investigative units, in-
dividuals engaging in fraudulent practices are able to continue their
activities virtually unchecked. Sections of the bill provide for criminal
sanctions and suspension actions for those convicted of medicaid fraud.
However, strengthened penalties must be coupled with strengthened
investigatory powers in order to assure that those engaging in erimi-
nal activities are identified and prosecuted. Further, the combination
of rigorous enforcement and criminal sanctiops should serve as a
deterrent to similar practices by other providers and practitioners.
Testimony has been presented to the Congress showing that where
a separate statewide investigative entity has been eéstablished, the
rate of prosecutions and convictions has been substantially increased.
For example, there was testimony that in the period from 1970 to
January 1975, there was not a single prosecution in New York State
for medicaid fraud arising out of the operation of a nursing home.
In January 1975, a special office was established o examine the rapidly
growing scandal in the nursing home industry. As a result of its in-
vestigations, grand juries have indicted more than 90 individuals
mostly for medicaid fraud. To date, there have been 27 convictions
and the office hag forced payment of more than $4 million in criminal
restitution=—an amount several hundred thousand dollars in excess of
the offices first year budget. The committee is particularly impressed
with the organization and opération of the New York Speecial Pro-
secutor’s Office and its demonstrated effectiveness, and believes it’
constitutes a model for antifrand efforts in other States. - L
The committee has learned that a number of States are interested
in establishing or strengthening existing medicaid fraud and abuse
control units. it wished to encourage efforts similar to the New York
unit. However, in view: of thé fiscal constraints being experienced by
many of them, the current 50-percent administrative matching rate:
has not served as a sufficient incéntive to the establishment or ex-
pansion of such units. The committes believes that a short-term: in-
crease in the Federal matching rate will eriable Statés to establish
effective” investigative entities and expand existing efforts. After
these units have been operational for a few years, their recoveries from
prosecutions should begin to equal or exceed the cost of operation.
Therefore, under the bill, the increased matching rate would only be
* in effect for 3 years. . - o ; v .
* The committes bill therefore provides for 100 percent Federal
matching in fiscal year 1978, 90 percent in fiscal year 1979, and 75
percent in fiscal year 1980 for the costs incurred in the establishment
and operation (including the training of personnel) of State fraud -
control units meeting specified requirements, subject to a guarterly
limitation of the higher of $125,000 or one-quarter of 1 percent of total
- medicaid expenditures in such State in the previous quarter. -

0 3
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To be eligible for the increased matching rate, the State medicaid
fraud control unit must be a single identifiable entity of State govern-
ment which the Secretary certifies (and annually recertifies) as meet-
ing specific requirements. Such entity must be a unit of the office of
the State Attorney General or of another department of State govern-
ment which has statewide prosecutorial authority (unless it is located
in a State where the State constitution prohibits prosecution by a
statewide authority, or an entity which is independent of the single
State agency or medicaid agency—if different—and has a close work-
ing relationship with the State attorney general’s office ; then, to receive
the higher matching, the unit must have procedures acceptable to the
Secretary of HIEW to refer suspected, criminal violations to the appro-
priate prosecuting authiorities, and to assist with the prosecutions.
Any entity would be required to be separate and distinet from the
State medicaid agency (or single State agency). If the unit is not part
of the State attorney general’s office, it must have a close working rela-
tionship with that office or other appropriate prosecuting authorities
in the State. Such relationship should include procedures for referral
of suspected criminal violations and assistance with prosecutions.

The State fraud control unit must conduct a statewide program for
the investigation and prosecution of violations of all applicable State
laws relating to fraud in connection with the provision of medical
assistance and the activities of medicaid providers. Such unit is not,
however, required to examine potential instances of recipient fraud;
this function may continue to be the responsibility of the State medic-

aid agency. The fraud and abuse control unit must have procedures .

for reviewing complaints of the abuse and neglect of patients by health
care facilities, and, where appropriate for acting on such complaints
or for referring them to other State agencies for action. The entity is
required to provide for the collection, or referral for collection, of
overpayments made to health care facilities. In. order to promote ef-
fective and efficient conduct of the entity’s activities, it must be or-
ganized in a manner to achieve these objectives and it must employ
auditors, attorneys, and investigators and other necessary personnel.

The entity is further required to submit an application and annual.

report containing information deemed necessary by the,Secretary to
determine whether the entity meets these requirements. To facilitate
implementation of this section, the Secretary is required to issue regu-
lations within 90 days of enactment. . V

*The committee wishes to emphasize the need for the employment.

of highly skilled auditors, attorneys, and investigators specially
trained in the area of medicaid fraud. The committee has received
substantial evidence of the complex schemes employed by those engag-
ing in fraudulent activities and notes that the only way such practices
can be efectively addressed is by utilizing persons specially skilled in

uncovering these activities. , .
The committee intends that the increased matching rate authorized

“under this section be made available to existing State fraud control .

‘units providing they meet (or appropriately modify their operation
so as to meet) the specified requirements.

The bill specifically authorizes the Secretary (ih addition to his.

general authority to carry out demonstrations designed to improve

YR
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administration and effectiveness of Sccial Security Act programs) to
arrange for demonstration projects designed to develop improved pto-
glx;ams for the detection, investigation, and prosecution of fraud and
aniuse. !

The committee has been impressed by the innovative methods em-
ployed by several States in the detection, investigation and prosecu-
tion of certain types of fraudulent and abusive activities under the
medicare and medicaid programs. The committee believes that States,
. such as New York, which have demonstrated their ability to conduet

vigorous and innovative antifraud activities with respect to one class
of providers should be encouraged to develop and implement such
programs with respect to other classes of providers.

The amendment authorizing increased Federal matching payments
would apply with respect to calendar gnarters beginning after Sep-
tember 80, 1977. The amendment authorizing demonstration projects,
would be effective on enactment. ‘ L
Report on Home Health and Other In-Home Services (Section 18)

The comimittee’s bill would require the Secretary of Health, Edu- -
cation, and Welfare to report to Congress on home health and other
in-home services authorized under titles XVIII, XTX, and XX of the
Social Security Act. ' ,

The committes is concerned that, with respect to home health and
in-home seiwices authorized to be provided under medicare, medicaid,
and title XX social service programs, more effective methods need to
be developed to assure the quality of services provided and efficiency
in administration of the prograins, and more effective efforts to curb
fraud and abuse. While 1% is understood that there are, by necessity,

: differences among these programs in entitlernent to the services and
the types of services covered, 1t is the feeling of the committee that any

? eflorts to develop methods of quality assurance and administrative
efficiency should, where possible and practical, provide for coordina-
tion between, the programs, particularly with respect to requirements
for providers of services and reimbursement methods.

The Secretary is, therefore, directed to. submit within 1 year a
; report to the appropriate committees in Congress snalyzing all aspects
- of the delivery of home health and in-home services suthorized vnder
these titles. Further, since the intent of this legislation is to facilitate
establishment of a set of specifie, enforceable standards in the pro-
; grams to assure high quality home health services and the protection.
~of the health and safety of recipients of such services, the Secretary

is required to report on regulatory changes needed and to recommend
appropriate statutory changes with respect to quality assurance and

‘ * administrative efficiency. . S T
‘ The committee his not addressed the guestion of inclusion of proprie-
| tary home health agencies beyond the provisions of current law. How-
= - ever, the committee would note that the standards for quality review
‘ to be developed should be suitable for application to all home health

providers, regardless of sponsorship. L ‘ , —

The Secrstary of Health, Bducation, and Welfare has been desig-
nated to- conduck thig study in view of the extensive information
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gathered by the Department during recent regional hearings on home -

health care and the subsequent activity of the Department in analyz-
ing this information. The Secretary is to include in this report an
analysis of the impact of his recommendations on the demand for and
cost of services authorized under the programs and the method of
- financing any recommended increase in the provision of such services.
The amendment made by this section would require the submission

of the report within 1 year of enactment. ’

Uniform Beporting Systems for Health Services Facilities and Orgo-
nizations (Section 19) s '

The bill would require the Secretary to establish for each of the
different types of health services facilities and organizations a uniform

" system for the reporting of such items as cost of operation, volume of
services, rates, capital assets and bill data. This reporting system would
be mandated for use by medicare and medicaid providers and such
use would be phased in by type of provider.

A persistent problem under the medicare and medicaid programs as
currently structured is the presence of variations in the information
contained in medicare and medicaid cost reports. Since it is generally
agreed that the existence of comparable cost and related data is essen-
tial for effective cost and policy analysis, the assessment of alternative
reimbursement mechanisms and, in certain situations, the identification
and control of fraud and abuse, the committee believes it is neces-
sary to correct the deficiencies in the present reporting system under
these programs. ' :

Accordingly, the bill requires the Secretary to establish for each type
of health service facility or organization a uniform system for the
reporting of the following types of information :

(1) The aggregate cost of operation and the aggregate volume
of services;

(2) The costs and volume of services for various functional
accounts and subaccounts;

(8) Rates, by category of patient and class of purchaser;

(4) Capital assets, as defined by the Secretary, including (as

appropriate) capital funds, debt service, lease agreements used in
lieu of capital funds, and the value of land, facilities, and equip-
ment; and '
(8) Discharge and bill data.
It is the committee’s intent that the uniform reporting system for

each type of health service facility or organization provide for appro-

gl‘iate variation in the application of the system to different classes of
acilities or organizations within that type. The Secretary would be
required to develop and establish uniform reporting systems, after con-
sultation with interested parties, for hospitals, skilled nursing facili-
ties and intermediate care facilities within a year following enactment
of this legislation, and for other types of health service facilities and
organizations  (such as home health agencies) within 2 years of
enactment. ‘

The committee intends that in the development and impleinenta;tion '

of uniform reporting requirements the Secretary shall take into ac-

d
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count the administrative costs both for the institutions and the Depart-
ment as well as the relationship of those costs to enhanced program
administration, ' ' e

‘Within each class of facility, cost allocation formats and definitions
should be uniform. Each institution of a particular type performing
a function to which a standard applies should be required to report on
such functions in the same way. For example, all hospitals should be
required to report X-ray costs on the basis of costs per patient ex-
posure to diagnostic X-ray. Another type of institution, such as a long
term care facility, may be required to employ another method, if one:
more suited to such type of institution’s operations can be formulated..
This combination of variation by institutional type and uniformity
within each such type of institution provides necessary flexibility while-
assuring that the information obtained is useful. '

It 1s also the committee’s intent that the Secretary should take into:
account the unique organizational arrangement of health maintenance:

organizations, and should malke those adjustments he finds necessary -
and appropriate to tailor the uniform reéporting system to their par- -

ticular situation, while maintaining the necessary comparability of

.data.

Under the bill, the Secretary would require all medicare and medic~
aid providers of services to submit reports fo the Secretary of the
aforementioned cost-related information in sccordance with the uni-

- form reporting system. For hospitals, skilled nursing facilities, and!

intermediate care facilities, these uniform reports would be required
beginning with their fivst fiscal year that begins move than 6 months:
after the reporting system has been promulgated by the Secretary. For

all types of health service facilities or orgamnizations, the report-:
" ing requirenient will only be implemented at such time (after such -

systems are promulgated for these institutions) as the Secretary deems
to be most productive. After establishing the uniform systems of ve-
porting, the bill requires the Secretary to monitor their operation, as-
sist with support demonstrations and evaluations of the effectiveness

-and cost of the operation of such systems, encourage State adoption of

fectiveness and diminish their cost. :
Under the bill, the Secretary would be required to. provide such

information obtained through use of the uniform reporting system:

such systems and periodically revise the systems to improve their ef-

as may be deemed necessary by him to assist health systems agencies
- and State health planning and developrhent agencies in carrying out

such agencies’ functions,

. The Secretary would prescribe a chart of accounts to 'belfuse;,d by

Thospitals to help to achieve the needed uniformity of reporting. The

chart of accounts would be designed for this limited purpose so that

its application should not prove unduly onerous.

Modification of Reguirements for State Medicaid Utilization Control

Programs (Section 20)

The committee bill modifies the recuirements of current medicaid -

law concerning review of care delivered in institutional facilities, The
section waives application of the.penalties for noncompliance for

‘calendar guarters ending prior to Janunary 1, 1978, For subsequent. -

{
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calendar quarters, the required reductions in Federal matching would
be imposed only in proportion to the number of patients whose care
was not reviewed compared to the total patient population subject to
review. , : :

- The section further specifies procedural requirements for the Secre-
tary to carry out the validation requirements under Section 1903(g)
(2) in more timely fashion. :

The bill also modifies the requirements pertaining to the composi-
tion of medical review teams in skilled nursing facilities so as to
eonform them with those requirements applicable to intermediate care
facility review.

The “Social Security Amendments of 1972” (Public Law 92-603)
- added section 1903 (g) to the Social Security Act. This section requires
a one-third reduction in Federal matching payments under medicaid
for long-term stays in institutional settings, unless a State demon-
strates that it has an adequate program of control over the utilization
of institutional services. The program must include a showing that:

* (1) The physician certifies at the time of admission and recerti-
fies pvery 60 days that the patient requires inpatient institutional
se’/vices.

(2) The services are furnished under a plan established and
periodically reviewed by a physician. :

(8) The State has a continuous program of utilization review
whereby the necessity for admission and continued stay of patients
is reviewed by personnel not directly responsible for care of the
patient, not financially interested in a similar institution, or,
except in the case of a hospital, employed in the institution.

(4) The State has a program of independent medical review
for SN¥’, ICE"s, and mental hospitals whereby the professional
management, of each case is subject to independent, annual review.
The section further requires the Secretary to conduct sample

_onsite surveys of institutions as part-of his validation procedures.

The committee notes that this section was to go into effect on July 1,
1973, as an incentive payment for States showing a satisfactory pro-
gram of utilization ¢ontrol. States which did not make the requisite
showings were automatically to be subject to the reduced Federal
matching rate. Despite the clear intent of the law and extensive evi-
dénce developed by the Congress and the Comptroller General of the
United States, that a large number of States failed to meet the require-
ments, HEW indicated that it was reluctant to impose the reductions.
The first reduction actually to be imposed under this authority was
announced to take effect July 1977. During the intervening 4-year
period the committee has on a number of occasions indicated its con-
cern that HIEW had failed to fulfill its responsibilities.

On June 8, 1977, HEW announced that it would reduce July 1977
medicaid payments to 20 States by a total of $142 million (actual
application of these announced reductions was delayed by Public Law
- 95-59 until October 1977). These reductions were to take effect because
the States failed, during the first quarter of 1977, to, conduct annual
medical reviews of patients in long-term care facilities. The Depart-
- ‘ment firther announced that it had under review the potential disal-
Towance of $378 million of fiscal year 1975 funds for failure to have

3.
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adequate ufilization controls in place, based upon validation requive-
ments. The committes is encouraged that the Department has begun
to aggressively implement the congressional mandate. However, in
view of past inaction on the part of HEW, it feels that the sudden
reduction in Federal funds for past years activities could have a severe
and unanticipated impact on affected State medicaid programs, Fur-
ther, Congress intended this program to be an incentives program to
be validated on a current basis by HEW. This section is intended to

bring this validation process into timely synchronization with State

showings.

The committee bill waives application of reductions in matching

for noncompliance for calendar quarters ending prior to January 1,
1978. For subsequent calendar -quarters, the required reductions in
Federal matching would be imposed only in proportion to the number
of patients whose care was not reviewed compared to the total patient
population subject to review. This provision is included because,
among other reasons, HEW had in June 1977 announced penalties on

States which failed to review only two or three homes out of hundreds

of homes subject to review within the annual time limit.

The committee believes that imposition of the full reduction in stich

~cases would be unduly severe. The bill therefore modifies the existing
language to assure that the reduction will be assessed in proportion

to the population whose care was not subject to the required review.
The committee bill alsoauthorizes the Secretary to waive a reduction
otherwise required by law to be imposed if the State’s noncompliance
is technical or due to circumstances beyond its control. The committee
intends, however, that this waiver authority is to be invoked only
when reasonably appropriate and not as a generalized routine excep-

tion. Circumstances considered outside of a State’s control are those
which could not reasonably be anticipated and provided for inadvance.

Technical noncompliance for example, would include instances where
a State had reviewed patients in most facilities on time with the
remaining facilities also reviewed but not until several weeks after
the deadline for completion of all reviews by a State.

The committee bill provides that a State should provide its required,
showing of compliance with review requirements with respect to a .

calendar quarter to HEW within 80 days of the end of the guarter, so
that HEW can make the appropriate determinations and give States

sufficient notice of any action (although HEW can extend the period

if the Secretary finds good cause for doing so). The conimittee intends
that the required showing will demonstrate good faith efforts on the
part of a Stateto conduct on-site reviews of these patients subject to

review in hospitals, skilled nursing. facilities, and intermediate care
facilities. The bill also modifies the requirements for the composition ~

of medical review teams in skilled nursing facilities to permit them fo
be headed by either a physician or registered nurse. R
‘While existing law requires the Secretary to undertake onsite vali-
dation surveys in. timely fashion, HEW has not done so in the past.
When they have performed validations, the validations have lagged

months .and even years behind the year in-question. The committee
believes HIZW has an obligation to the States, to the Congress, and to

institutional care recipients to undertake validations in a timely
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fashion, and to impose any reductions resulting from them at that
point. States should not be subjected to the uncertainty of a possible
reduction years later. Accordingly, the bill requires that the Secre-
tary must complete his validations and give notice of his determina-
tions within 9 months of the end of the period in question if he is
imposing reductions on the States as a result.

The section also requires the Secretary to submit to. the Congress
within 60 days of the close of each calendar quarter a report on: (1) his
«determination as to whether showings made by States are satisfactory ;
: 2; his review of the validity of previously submitted showings; and
3) any reductions made for the quarter. -

The amendment would be effective with respect to calendar quarters
‘beginning on and after October 1, 1977.

Protection of Patient Funds (Section 21)

The committee bill requires that as a condition for participation in
the medicaid and medicare programs, a skilled nursing or intermediate
«care facility must establish and maintain a system to assure the proper
accounting of personal patient funds.

Nursing home patients normally turn their personal funds over to’
the facility to hold and manage until they need them for their per-
sonal use. The General Accounting Office, the Senate Committee on
Aging, and State investigators have found that misuse of these per-
sonal funds exists in some nursing homes. The types of abuse cited
include: Charging patients’ personal funds for items which should
have been provided as part of routine medical care, improper mainte- -
nance of records of receipts and disbursements of patients’ funds, use
of funds to meet operating costs, commingling of patients’ funds with
operating funds, use of patients’ funds as collateral for a loan for
operating expenses, and retaining for the home interest earned on
patients’ funds. ' ,

The bill would therefore require that, as a condition for participa-
tion in the medicare and medicaid programs, a skilled mirsing or intey-
mediate care facility must establish and maintain a system to assure
the proper accounting of personal patient funds. Such system must:
provide for separate and discrete accounting for each patient with a
complete accounting of income and expenditures so as to preclude
the 1ntermingling of other funds with patient funds. The Secretary
would be required to issue regulations within 90 days of enactment
(i}leﬁging what types of items are to be paid from patients’ personal

s, o )

The amendment would be effective on the first day of the first calen-
dar quarter which begins more than 6 months after the date of
enactment. ‘

Provision for Flexible Grace Period (Section 92)

The committee bill modifies present law provisions pertaining to
payment for institutional services after a PSRO has determined that
such services are no longer required. :

Under ‘present law hospital and skilled nursing facility patients
~who ‘are determined to need no further care in the institution are
-allowed an additional 3 days of benefits to give them time to arrange
for their postdischarge care. It has come to the committee’s attention:
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that the mandated 8-day grace period has sometimes undermined the -
effectiveness of the PSRO review effort by unnecessarily delaying

discharges. Therefore, the committee’s bill would reduce the 3-day

period to 1-day where a PSRO is undertaking the review, and permit -
the PSRO to authorize up to 2 additional days on a case-by-case
exception basis where the facts in the case indicate that the additional

time is needed to arrange for the necessary pustdischarge care.

The smendment would be effective upon enactment. '
Prosecution of Civil Froud by Inspector General (Section 23)

The committee bill authorizes prosecution of civil fraud cases ynder .
the Soclal Security Act health care programs by the InspectoriGen-
eral of HEW where U.S. attorneys have not initiated proceedings
within 6 months of formal referral of a case.

The committee believes that strengthened program penalties pro-
vided for under the bill coupled with more intensive anti-fraud efforts
by both HEW and the Department of Justice should facilitate timely
prosecution of criminal violations. The committee is concerned, how-
ever, that similar intensive efforts must be made to prosecute cases of

“civil fraud. Testimony received by the committee indicates that there
is some hesitation in pursuing prosecution of these cases ag expedi-
tiously as criminal cases. In 1976, Congress created the Office of the.
Inspector General in the Department of Health, Education, and Wel-
fave. The Inspector General was required to establish within his office
a unit with specific responsibility for antifrand and antiabuse activities
relating to health care financing programs. The Inspector General
was not, however, empowered to prosecute. The committee bill would
authorize the Inspector General to prosecute, under certain circum-
stances; civil fraud cases relating Uo health programs authorized under
the Social Security Achk in order to facilitate the timely disposition
of these cases. Specifically, the Inspector Greneral would be permitted
to prosecute such cases if the Justice Department has not initiated
formal legal action within 6 months of a formal referral to it by
HEW of an alleged fraud case.

. This authority to prosecute is residual. It is intended, primarily,
to deal with those situations where appropriate fraud prosecutions
are not undertaken because of workload considerations or lack of
expertise. o . . o . :

The amendment would be effective upon enactment.

Utilization Review Demonstration Projects (Section 84) -

" The bill authorizes the establishment of demonstration projects in
States which currently have a medicaid hospital onsite evaluation
system for the purpose of evalnating the effectiveness of PSRO reviews
compared to alternative State review methods, R

“During consideration of the bill, quiestions were raised concerning
the comparative impact of PSRO review versus that of existing State
onsite hospital review systems. Accordingly. the committee bill author-
izes the Secretary to provide for the establishment of demonstration
projects in States which had operating onsite State evaluation systems -

.10 place on August 5, 1977, and which make application to the Secre-
tary prior to May 1, 1978. The purpose of the projects will be to
evaluate the effectiveness, both in terms of the quality and appropriate-
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ness of medical care as well as the impact on State budgets, of PSRO
hospital review compared to alternative State hospital review systems.
Demonstration projects shall be conducted in PSRO areas which are
representative of a State’s medicaid population and comprise a sig-
nificant proportion of medicaid patient days. Services provided to
medicare patients in project areas will be subject to PSRO review.

The committee bill requires the Secretary to select an independent
organization to establish the study design of the demonstration project
as well as to monitor, evaluate, and report on the study’s findings. The
studly design shall provide that each hospital in a project area shall be
designated. as subject to either PSRQ review or alternative State re-
view. To the extent feasible, the selection of facilities shall insure a
comparability of institutions and patients in each category. Approxi-
mately half of the medicaid patient load in each demonstration area
(but in different hospitals) shall be subject to PSRO review while half
shall be subject to the alternative State review system. The independent
organization is required to maintain an ongoing monitoring role and
to evaluate the effectiveness of each review system. Criteria used for
evaluation shall include but not be limited to quality, appropriateness
and availability of patient care, as well as changesin total patient days,
numbers and types of services provided, and operating costs. The study
design shall further insure that any changes in the number of provid- -
ers, availability of beds, or other factors that could affect the statistical
validity of the project shall be taken into account. :

The committee bill provides that an approved demonstration proj-
ect shall ordinarily run for 2 years following acceptance of the study
design. by the Secretary. The committee expects that any demonstra-
tion projects conducted under this authority shall run concurrently.
The bill requires the Secretary to submit to the Senate Committee on
Finance and the House Committées on Ways and Means and Interstate
and Foreign Commerce an interim report at the end of the first full
year of operation. The Secretary is required to submit a final report
to these committees within 8 months of the completion of the demons
stration projects. The reports shall contain the findings of the inde-
pendent organization selected to monitor the project together with
‘the Secretary’s comments and recommendations. The committee bill
provides that review costs in demonstration areas shall be funded as
provided for under current law. Approved PSRO review costs will
be fully federally funded while review costs of State review programs
will be matched at the rate applicable for-administrative costs under
State medicaid programs. Both State review and PSRO decisions shall
be considered conclusive for purposes of payment for the group of
hospitals they are responsible for reviewing as part.of the demonstra-
tion project. The Secretary may, however, suspend for good cause
either the State’s or PSRO’s conclusive determination authority. The
committee bill further requires that PSRO areas in a State partici-
pating in a.demonstration project but which themselves are not part
of the project shall proceed to implement PSRO review requirements
in a timely faghion. The committee expects that in such areas, good-
faith efforts will be made to encourage the development and operation
of PSRO review systems. : . :
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Payment for Certain Hospital Services Provided. in Veterans’ Ad-
minisiration Hospitals (Section 26) ‘

" The bill would authorize, under certain circumstances, reimburse-

ment-to a Veterans’ Administration hospital for care provided to n
nonveteran medicare beneficiary. - o

Under current law, medicare payments cannot be made toa Federal
provider of services. The committee haglearned of a limited number
of cases where care was provided in a VA hospital on the assumption
that the medicare beneficiary ‘was also an eligible veteran. However,
stch individual was subseéluentl_ -determined not to be entitled to
care in the VA hospital and was gjrced 1o assume the costs of the care
provided. o ' , o

The committee bill amends current law to permit reimbursement

‘to a Veterans’ A dministration hospital for care provided to a medicare

beneficiary under certain limited circumstances. Specifically, the indi-
vidual must not have been entitled to have services furnished free of
charge by a VA hospital but upon admission there must have been the
reasonable belief on the part of the admitting authorities that he was
entitled to have such services furnished to him. Further both the
admitting authorities and the individual must have acted in good
faith. The VA hospital must have discontinued furnishing such
services on the day the authorities first become awave that the indi-
vidual was not entitled to have services furnished free of charge, or,
if later, on the first day it was medically feasible to discharge him or
transfer him to a hospital participating under medicare. :

The bill provides that payment for hospital services furnished to a
nonveteran medicare beneficiary shall be equal to the charge imposed
by the VA for such services or, if less, the reasonable cost of ‘such
services, Payment shall he made to the entity to-which the payment
would have been payable if the payment had been made by the indi-
vidual receiving’ the services or by another acting on his behalf.

“The amendment made by this section would b
casé of inpatient hospital services furnished on and &fter July 1,

- 1974,

g
Lt

Hospital Insurance for Individuals, Adge. 60 Through 64, Who Are
Entitled to Benefits Under Section 202 or Who are Spouses of
Individuals Entitled to Health Insurance (Section 26)

The bill ‘would permit certain persons aged 60-64 to buy into
madicare at & premium rate equal to the cost of their protection.

The committee is concerned that many social security and railroad
retirement cash beneficiaries aged 60-64 and spouses aged 80-64 of

medicare beneficiaries find it difficult to.obtain -adequate private

health insurance at a rate which they can afford. Freguently these
older persons—retired workers, wives, husbands, widows, widowers,

mothers, parents, brothers and sisters, for examplé—haye been depend-
ent for bealth insurance profection ‘on’ their own- group coverage or .

that of a related worker who is-hiow retired ordeceased. [t is & difficult

- task for such older persons to secure comparable protection at afford-~ -

able cost when they are not connected with the labor force, ST
- Thebill therefore includes a provision which would make medicare
protection (both part A and part B) available on.an optional basis at

89-010—77—q

iy R

‘be applicable in the
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cost to spouges aged 60-64 of medicare beneficiaries; others aged 60-64
who are entitled to retirement, wife’s, husband’s, widow’s, widower’s,
mother’s, or parent’s, under social security and the railroad retirement
programs; and disability beneficiaries aged 60-64 not otherwise eli-
gible for medicare because they have not been entitled to cash dis-
ability benefits for 24 months, the availability of medicare protection

would be limited to persons aged 60-64 because the committee believes

tively little difficulty in obtaining private health insurance.
. Persons who elect to avail themselves of medicare protection under

that peoplé under age 60 who are not disabled generally have rela-

. this provision would pay the full cost of such protection. Enrollees

would pay a monthly part A premium based upon the estimated cost of
hospital insurance protection for persons eligible te enroll plus
amounts sufficient to cover administrative expenses and underwriting
losses or gains, if any; such premium would be equal to the premium
charged to others eligible to enroll under part A until July 1, 1979, and

* would be adjusted for each 12-month period thereafter to reflect both

the experience of the group and any changes in costs. |

The monthly premium for persons in the group who enroll for part
B would be three times the premium paid by an individual who has
attained age 65 until July 1979 and would be adjusted for each 12-
month period thereafter to refiect the estimated cost of supplementary
medical insurance protection for persons eligible to enroil under the
provisions plus amounts sufficient to cover administrative expenses and
underwriting losses or gains, if any. Aliens who have beén in. the
United States less than 5 years and persons who have been convicted of
certain subversive crimés-would be excluded from participation under
this provision, just as they dare excluded from enrolling for supplemen-

_bary medical insurance.

The bill would require, as.the law now requires for making medicare

grotection available to uninsured persons agéd 65-and over,thatin or-
er for persons to be eligible to enroll for hospital insuranes they must

be enrolled for: supplementary medical insurance. If 8 person termi-
nates his supplementary medical insurance, his hospital insurance cov-
erage under this provision would be automatically terminated effective
the same dateas his.supplementary medical insurance termination. The
committee believes that such a restriction is necessary to reduce the pos-
sibility of excessive utilization of the more expensive hospital insur-
ance coverage as might occur if an individual were enrolled for hos-
pital insurances (covering primarily institutional ecare). but not for

supplementary nredical Insurance (covering primarily outpatient

Care g ; - . il S . . P .
; Cg))verage would be initially available as of April 1,1978, to enrolled
eligible persons. - ’ e T : ?

- Treatment of Professional Standerds Review Oé'ganizaz;idﬁ& for Pw-

poses of Internal Revenue Code (Section7) . .

- The committee bill amends the Internal Revenue Code to specifically

status. oo - el .
. Current law does not specify the tax status for PSRO’. Since the
inception of the program, PSRO’ have been engaged in ‘a discussion

include PSRO’s as organizations eligible for section 501(c)(8) tax

with the Internal Revenue Service concerning whether they should
be placed in a 501(c) (3) or a 50L(c)(6) status. Both designations. .
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apply to tax-éxempt nonprofit organizations. The 501(¢) (3) status
is conferred on organizations enigaged in a totally public purpose; stich
as a charitable, educational, religious, scientific or literary endeavor. -
The 501(c) (6) status is assigned to a corporation whose primary pur-
~Ppose is to promote the common business/professional interests of its
members. For practical purposes only 501(c)(8) organizations are
permitted to receive grants from private foundations. Individuals
making donations to these organizations may also be entitled to a tax
dedugtion. Further, a 501(¢) (8) designation may alsosconfer addi-
tional local benefits such as lower rents or lower Jocal taxgs.
In a recent IRS ruling, several Virginia PSRO’s were informed that
they were to remain designated as 501(c) (6) corporations. The IRS
~ took the position that one substantial purpose of 2 PSRO is to serve
the common business interest of members of the medical profession.
Such an entity could not, therefore, be considered as organized and
operated exclusively for charitable purpeses as required for section-

501(c) (8) designation. A final IRS ruling on the issue reaffirmed the 8

earlier refusal to grant PSRO’ this 501(c) (8) status. Further, it
stated that PSRO’ promote the common business interests of the
medical profession because they minimize public criticism by assuring
that physicians and other health care practitioners do not improperly
utilize health resources and facilities. L L L

The committes shares the concern of PSRO’s over the language of
the IRS »uling. It notes that PSRO’s were mandated by the Social
Security Amendments of 1972 to serve a public purpose. Those activi-
ties which have been construed as promoting physician self-interest
~ . are, in fact, carried out to comply with legislative and contractunal

obligations. The committee believes that the language of the TRS =

ruling could impede the development ofigsod relationships between
_the review groups and the medical comnmity and erode current
physician support, T A
‘The committee bill therefore amends the Internal Revenue Code to
specifically include PSRO’s as eligible for section 501(c)(3) tax
status under the Code. L R S
The amendment would be effective with vespect to taxable years be-
ginning on orafter January 1, 1977. A R »

I Cosrs o Carryrng Ouz . B :

Tn compliance with ‘section 252( 2) of the Legislative Reorganiz“afion
Act of 1970, as amended, the following statement is made relative to
the costs to be incurred in carrying gut this bill. o ’

Properly carried :out, effective efforts to detect and pumish fraud
and abuse should result in significant moderation in Medicare and -
Medieaid program expenditures. This would result from deterrence of
fraudulent or abusive activities ds well as denial of payment or re-
coveries of payments inappropriately made. . '

For obvious reasons, it is difficult to supply $pecific or even approxi-
~mate dollar amounts of savings. Tt is certainly fair to say, again as- .
sunming reasonable implementation, that cost-savings would far
outwelgh any administrative expenses involved. Other nonfraud and
‘abuse provisions are negligible in terms of added program costs and,
in addition, are generally offset by: cost savings provisions such as
improved payment procedures for durable medical equipment.
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- In compliance with section 403 of the Congressional Budget Act
of 1974, the Director of the Congressional Budget Office has submitted
the following statement to the committee: _
: ‘ CoweresstoNAL, Bunger OFricE,
U.S. ConNaress, ,

: Washington, D.C., September 26, 1977.
Hon, Russenr Lowg,: ' .
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

Drar Mz. CmamrMaN : Pursuant to section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has revicived
S. 143 (as reported by the Senate Committee on Finance), the Medi-
care-Medicaid Anti-Fraud and Abuse Amendments, with regard to its
potential cost impact. '

The provisions in S. 148 are intended to clarify and extend current
statute in order-to facilitate both State and Federal efforts to monitor
and control possible fraud and abuse in the medicare and medicaid

programs, This is accomplished in the bill through the expansion both

of legislative powers and sanctions and of the collection and coordina-
tion of relevant information, as well as through the provision of in-
creased funding to the states to support such activities. Last, as a
means of further reducing costs, the bill permits the Secretary of HEW
to require that mnecessary durable medical equipment be purchased
rather than rented under medicare if it is determined that purchase
would be a less costly alternative. ‘ Lo ;

Thus, many of the provisions in this bill include possible added costs
or savings (or both) to the programs. Some sections, for example,
although requiring additional expenditures, are intended to actually
reduce costs, thus representing no net outlay effect. However, limita-
tions of ayailable and relevant data, uncertainties of the actual extent
and effectiveness of the future implementation of the provisions, and
the unknown magnitude of the fraud and abuse presently extant in ..
the programs make it impracticable for CBO to project the actual cost
impact of this measure at this time. , : :

‘Our review of the bill and the Iimited information available leads
us to conclude that costs and savings would essentially offset each other
during the first couple of years of implementation with some savings
accrued subsequently. This assessment is based upon the fact that the
early years would involve both the necessary startup costs and the time
to bring the various activities up to a level where their full cost savings
impact would be seen. ., ., ’ E ' :

If we can be of furthera
free to contact me.

Sincerely,

ssistance to you in this matter, please féel

Axron M. Rivew, Director.
IV. Reeurarory Iareacr or TeE Binn

In .c'omph'a_nce‘v with jaai‘a raph 5 of rule XXIX of ‘the Sté’mding
Rules of the Senate, the following is a statement of the regulatory

- impact of the bill, .~ - -

. The primary thrust of thesbill is‘"td 'streﬁgtheﬁ the capability of’th'e ‘
Government to detect, prosecute and punish fraudulent activities un-

der the medicare and medicaid programs.
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The bill focuses on six major areas: Increased disclosure of infor-

mation, strengthened penalty sanctions, improvements in the profess
sional standards review program, administrative reform, and other
medicare and medicaid amendments. g , :

* While most provisions will require implementing regulstions to in-
form providers, suppliers, fiscal intermediaries and others of actions
they will have to take, the most significant impact in terms of new

regulatory and reporting requirements relate to those provisions: re-.

quiring increased disclosure of information.

Expanded disclosure requirements would apply to medicare pro-
viders and suppliers, of services, which include hospitals, skilled nurs-

ing facilities, home health agencies, independent clinical laboratories,
renal disease facilities, health maintenance organizations meeting the
requirements for participation in titles XVIIT or XIX, and all entities
(other than individual practitioners or groups of practitioners) that
claim reimbursement for services provided under medicaid, the mater-
nal snd child health program, and in the case of health-related enti-
ties, the social services program under title XX. In addition, the bill
would require medicare intermaciaries and ¢arviers and medicaid fiseal
agents to disclose specified ownership information as a condition of
contract or agrecment approval or renewal under titles XVIIT and

V. Vorz or Comareres 1Ny REporTING THE BIon

In compliance with section 183 of the Legislative Reorganization
Act, as amended, the following statement is made relative to the vote
of the Committee on reporting the bill: This bill was ordered favorably
reported by the Committee by a voice vote and without objection.

V1. Cmaxces oy Exmsring Law =

In compliance with subsection (4) of the XXIX of the Standing
 Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing Taw proposed to be omitted is .~

enclosed in black brackets, new matter 1s printed in italic, existing law
in wipich no change is proposed is shown in roman):

i B
\ SociAn Securrry ACT, AS AMENDED

=z # * % - # # *

TITLE XT—GENERAL PROVISIONS AND PROFESSIONAL

. STANDARDS REVIEW
£ * * Cow #* * Lk

Parr A—GeneraL Provisiows
o i

p

DEFINITIONS .

Sro. 1101, (a)@¥hen used in this Act— *
o termu?

when' used in titles IV, V, VII, XI, and XIX includes the Virgin
Islands and Guam, fuch term when used in title V' end in part B of
thig title also includes American Samoa and the Trust Territory of the

- (%sThe ter 3_,\Stat<;”, except where otherwise pfovided, includes
the District of Columbia and the Commonwealth of Puerto Rico, and

f
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Pacific Islands. Such term when used in titles ITI, IX, and XII also
includes the Virgin Islands. In the case of Puerto Rico, the Virgin
Islands, and Guam, titles I, X, and XIV, and title XVI, (as in effect
without regard te the amendment made by section 301 of the Social
Security Amendments of 1972) shall continue to apply, and the term

o “States” when used in such titles (but not in title XVI as in effect
* pursuant to such amendment after December 81, 1973) includes Puerto

Rieo, the Virgin Islands, and Guam.
' ® = * #® * £ Ed

9) The term “shared health facility” means any arrangement
J g

- whereby—

(4) two or more health care practitioners. practice their pro-
fessions at a commeon physical location;

(B) such practitioners share () common waiting areas, exam-
ining rooms, treatment rooms, or other space, (i) the services of
supporting staff, or (4ii) equipment,;

(C) such practitioners. have o person (who may himself be a
practitioner)— g

(2) who is in charge of, controls, manages, or supervises
substantial aspects of the arrangement or operation for the
delivery of health or medical services at such common physi-
cal location, other than the direct furnishing of professional
health care services by the practitioners to their patients; or

(%) who makes available to such practitioners the services
of supporting siaff who are not employees of such practi-
tioners; and

who is compensated in whole or in part, for the use of such com-
mon physical location or support services pertaining thereto, on
@ basis related to amounis charged or collected for the services
rendered or ordered at such location or on any basis clearly un-
related to the value of the services provided by the person; and

(D) at least one of such practitioners received payments on
@ fee-for-service basis under titles V, XVIII, and XIX in an
amount ewceeding $6,000 for-any one month Auri=g the preceding
12 moniths, or in an aggregate amount ewceeding $40,000 cZurMy‘
the preceding 12 months; |

emcept that such term does not include a provider of services (as
defined in section 1861(w) of this Act), a health maintenance orga-
nization (as defined in section 1301 of the Public Health Services Aet),

@ hospital cooperative shared services organization meeting the re-

quirements of section 501(e) of the Internal Revenue Code of 1954,
or any public entity.

¥ % L L £ £ ES

UNIFORYM REPORTING SYSTEAS FOR HEALTH SERVICES FACILITIES
AND ORGANIZATIONS

Ske. 1121, (a) For the purposes of reporting the cost of services
provided by, of planning, and of measuring and comparing the effi-

-giency of and effective use of services in, hospitals, skilled mursing

facz’Zz'tg'es, intermediate care facilities, home health agencies, health
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. s 5
maintenance organizations; and other types of health services facilities
and organizations to which poyment may be made under this Act, the
Secretary shall establish by regulation, for each such type of health.
services factlity or organization, a uniform system for the reporting
by a facility or organization of that type of the following informaiion:

(1) The aggregate cost of operation and the aggregate volume
of services, ; , ;

(2) The costs and volume of services.for marious funational
accounts and subaccounts. ; ‘ :

(8) Rates, by category of patient and class of purchaser.

(4) Capital assets, as defined by the Secretary; including - (as
appropriate) coapital funds, debt service, lease agreements used *
in Uew of capital funds, and the wiiue of lond, facilities, and:
equipment. s : :

(6) Discharge and bill data. :

The uniform reporting system for a type of health services facility or
organization shall provide for appropriate variation inthe application,
of the system to different clusses of facilities or orgenisations within
that type and shall be established, to the ewtent prastioable, consistent
with the cooperative system for producing comparable and wniform
heqlth information ond statistics described in section 306(e) (1) of i
the Public Health Service Act. However, hospitals shall employ the
chart of accounts, definitions, principles, and statistics, prescribed by
the Secretary, in order to reach a uniform reconciliation of financial
gﬂd statistical data for specified uniform reports to be provided to the
ecretary. ‘ ,
. (b)Y The Secretary shall— , S
. (I) monitor the operation of the systems established under
subsection (a); : : o
(2) assist with and support. demonstration and evaluations
of the effectiveness and cost of the operation of such systems and *
encourage State adoption of such systems ; and , o
(8) periodically revise such systems to improve their effective-
ness and diminish their cost. , T
{¢) The Secretary shall provide information oblained through use
of the uniform reporting system described in subsection (a) in o
useful manner and format to appropriate agencies and organizgiions,
including health systems agencies (designated under section 1516 of
the Public Health Service Aot) and Stare health planning and devel-
opment agencies (designated under section 1521 of such Act), as may
be necessary to carry out such agencies’ and organizations’ functions.

»

DISCLOXURE OF OWMNERSHIP AND RELANED INFORMATION :
N - &

- See, 1124, (a) ( Z)\" The Secretary shall by regqulation or by contract

provision, provide that each disclosing entity. (as defined in paragraph
@)) shall— : . Ny
: (&) as @ condition of the disclosing entity’s participation in,
or certification or recertification under, any of the mrograms es-

tablished by titles V. XTVIIT XTX, and XX, 07 s :
(B) as a condition for the approval or renewal of a contract
or agreement between the disclosing entity and the Secretary or

= P -l
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the appropriate State agency under amy of the programs es-
tablished under titles Vy XVIII, XIX, and XX,

supply the Secretary or the appropriate State agency with full and
complete information as to the identity of each person with an owner-
ship or control interest (as defined in paragraph (8)) in the entity.

(2) As used in this section, the term “disclosing entily” means an
entity which is— .

(4) a provider of services (as defined in section 1861 (u), other

than a fund) , en independent clinical laboratory, or a renal disease
acility : .
! (B)?/én eniity (other than an individual practitioner or group
~of practitioners) that furnishes, or arranges for the furmishing
of,items or serwices with respect to which payment may be claimed
by the entity under any plan or program. established pursuant to
title V' or under @ State plan approved under title XIX ;

(O) a carrier or other agency or organization that is acting as a
fiscal intermediary or agent with respect to one or more providers
of services (for purposes of part A or part B of title XVIII, or
both, or for purposes of a State plan approved under titie X1.X)
pursuant to (i) an agreement under section 1816, (#) a contract
uner section 1843, or (iit) an agreement with a single State agency
administering or supervising the administration of a State plan
approved under title XiX ; :

(D) ‘@ health maintenance organization as defined in section
1301 of the Public Health Service Act; or

(&) an entity (other than an individual practitioner or group
of practitioners) that furnishes, or arranges for the furnishing of,
health related services with. respect to which payment may be
claimed by the entity under a State plan or program approved
under title XX.

(8) As used in this section, the term “person with an ownership or
control interest” meams, with respest to an entity, @ person who—

(4) (4) has directly or indirectly (as determined by the Secre-
tary in regulations) as ownership interest o f & per centwm or more
in the entity,; or .

(#2) 4s the owner (in whole or in part) of an interest of 5 per
centums or more in any mortgage, deed of trust, note, or other ob-
ligation secured. (in whole or in part) by the entity or atig of the
property or nssets thereof; or |

(B) s an officer or director of the entity, if the entity is or-
ganized as & corporation, or

: (0) is a partner in the entity, if the entity is organized as a

- partnership. 8 ' |

(b§ To the extent determined to be feasible under regulations of
the Secretary, a disclosing entity shall also include in the nformaiion
supplied under subsection (@) (1), with respect to each, person with an
ownership or control interest in the entity, the name of any other dis-
closing entity with respect to which the person is a person with an
ownership or control interest. '

() A provider disclosing entity shall also include in the information
supplied under subsection () (1) full and complete nformation as to
the identity of each person with an ownership or control interest in
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any subcontractor (as defined by the Secrvetary in regutations) in
which the provider directly or indirectly has w b per centum or more
ownership interest. . : i

ISSUANCE OF SUBPENAS BY GOﬁPIROLLER GENBRAL

Sro. 1185. (@) For the purpose of any audit, imvestigation, epaming-
Zion, analysis, review, evaluation, or other function authorized by law

with respect to any program euthorized wnder this Act, the Comp-

. troller General of the United States shall have power to sign and issue
subpenas to any person requiring the production of any pertinent
books, records, documenis, or other information. Subpenas so issued by
the Comptroller General shall be served by anyone authorized by him

(1) by delivering a copy thereof to the person named therein, or (2)
by registered mail or by certified mail addressed to such person at his
dast qwelling place or principal place of business. A verified return by
the person so serving the subpena setting forth the manmer of service,
or, in the sase of service by registered mail or by certified mail, the re-
turn post office receipt therefor signed by the person so served, shall be
proof of service. ‘

(D) In case of contumacy by, or refusal to obey o subpena issued
pursuant to subsection (a) of this section and duly served wpon, any
person, any district court of the United States for the judicial district

@ which such person charged with contwmacy or refusal to obey is
found or resides or transacts business, upon application by the Comp-
troller Generaly shall have jurisdiction to issue an order requiring such
person to produce the books, records, documents, or other information
sought by the subpena; ond any failure o obey such order of the court
may-be punished by the cowrt ¢s o contempt thereof. In proceedings
broughit under this subsection, the Comptroller General shall be repre-
sented by attorneys employed in the Genéral Accounting Office or by
counsel whom he may employ without reqard to the provisions of title
b, United States Code, governing appointments in the competitive
service, and the provisions of chapter 51 .and subchapters 11T and VI
of chapter 53 of such title relating to classification and General Sched-
ule pay rates. : , = :

DISOLOSURE BY INSTITUTIONS, ORGANIZATIONS, AND AGHNQIRS OF OWNERS
AND OERTAIN  OTHER INDIVIDUALS WHQO HAVRE RBEEN COONVIQTED OF
CERTAIN OFFBNSES . 3 : .

Sro. 1126. (@) As a condition of participation in or certification or
- recertification under the programs established by titles XVIII, XIX,
ond XX, any hespital, nursing facility, or other institution, organiza-
tion, or agency shall be required to disclose to the Secretary or to the
appropriate State agency the name of any person who— :
(2). has a direct or indirect ownership or control interest of 5

percent or more in such. institution, organisation, or agency or4s -

an officery director, agent, or managing employee (as defined in

subsection (b)) of such institution, organization, or agency, and

; (8) has been convicted (on or after the date of the enactment of

tary shall specify in regulations) of a criminal offense velated to
' the inwolwement of such person in.any of such programs.

this section, or within such period prior to that date as the Secre-

G
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The Secretary or the appropriate State agency shall promptly notify
the Inspector General in the Department of Health, Education, and
Welfare of the receipt from any institution, organization, or agency
of any application or request for such perticipation, certification, or
recertification which discloses the name of any such person, and shall
notify the Inspector General of the action taken with respect to such
application or request. )

(b) For the purposes of this section, the term “managing employee”

" means, with respect to an institution, organization, or agency, an indi-

vidual, including & general manager, business manager, administrator,
and director, who exercises operational or managerial control over the
institution, organization, or agency, or who divectly or indirectly con-
ducts the day-to-day operations of the institution, organization, or
agency.

Part B—PROFESSIONAL. STANDARDS REVIEW

DESIGNATION OF PROTESSIONAL STANDARDS REVIEW ORGANIZATIONS

SEC, 1152, (a) ***
(b) For purposes of subsection (a), the term “qualified organiza-
tion” means—
(1) when used in connection with any area—

(A) an organization (i) which is a nonprofit professional
association (or a component organization thereof), (ii) which
is' composed of licensed doctors of medicine or osteopathy
engaged in the practice of medicine or surgery in such area,
(i11) the membership of which includes a substantial propor-
tion of all such physicians in such area, (iv) which is orga-
nized in a manner which makes available professional com-
petence to review health care services of the types and kinds
with respect to which Professional Standards Review Orga-
nizations have review responsibilities under this part, (v) the
membership -of which is voluntary and open to all doctors of
medicine or osteopathy licensed to engage in the practice of
medicine or surgery in such area without requirement of
membership in or payment of dues to any organized medical
society -or association, and (vi) which does not restrict the
eligibility of any member for service as an officer of the Pro-
fessional Standards Review Organization or eligibility for
and assignment to duties of such Professional Standards Re-
view Organization, or, subject to subsection (¢)f (1)J(7),

s £ i * 3k

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan which shall be de-
weloped and submitted Fto himJ by the association, agency, or
organization in accordance with subsection (k) (as well as on the
basis of other relevant data and information), finds to be willing
to perform and capable of performing, in an effective, timely, and
objective manner and at reasonable cost, the duties, functions,
‘and activities of a Professional Standards Review Organization
required by or pursuant to this part. o
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E(e) In order to avoid duplication of functions and unnecessary
review aiid control activities, the Secretary is anthorized to waive any
or all of the review, certification, or similar activities otherwise re-
quired under or pursuant to aiy provision of this Act (other than
this part) where he finds, on the basis of substantial evidence of the
effective performance of review and control activities by Professional
Standards Review Organizations, that the review, certification, and
similar aetivities otherwise so required are not needed for the pro-
vision of adequate review and control.j ' :

(e) Where the Secretary finds a Professional Standards Review
Orgamization (whether designated on a conditional basis or other-
wise) to be competent to perform review responsibilities, the review,

certification, and similar activities otherwise required pursuant to

provisions of this Act (other than this part) shall not be applicable
with respect to those providers, suppliers, and practitioners being
reviewed by such Professional Standards Review Orgamization, ex-
cept to the extent spécified by the Secretary. Nothing in the preceding.
sentence shall be construed as rendering inapplicable any provision
of this Act wherein requirements with respect to conditions for eli-
gibility to or payment of benefits (as distinet from. reviews and cer- .
tifications made with respect to determinations of the kind made pur-
suant to paragraphs (1) and (2) of section 1165 (a)) must be satisfied.
* - #® % * : #* * #

(R) (1) During the development and preparation by an organiza-
tion of its formal plan-under subsection (b)(2) or of any modification
of such plan to include review. of services in skilled nursing facilities
(as defined in section 1861(j)) or intermediate care facilities (as de-
. fimed in section 1906 Q'E‘;B or review of ambulatory care services, the .

organization shall consult with the single State agency responsible for
administering or supervising the admanistration of the State plan ap-

w'm)egzl‘qmder title XIX for the State in which the organization s
tocated. e :

(2) Such plan and any such modification shall be submitted to the
Governor of such State, at the time of its submission to the Secretary,
for his comments. e : . ;

(8) The Secretary, before making the findings described in subsec-
tion (D) (8) or e finding regarding the organization’s capability to per-

form review of such services (as the case may be), shall consider any

“such comments submitied to him by such Governor before the end of-
the thirty-day period beginning on the date of submission of the plan
or of any such modification (as the case may be).

(LY If, after considering such conmvments, the Secret@’g/ intends to

malke findings which are adverse o such comments, the Secretary shall
provide the Governor making such comments with the opportunity to
- submit additional evidence and. convments on such intended findings
‘during @ period.of not less than thirty days ending before the findings,
become effective. S FER R R

. TRIAL PERIOD FOR PROFESSIONAL STANDARDS REVIEW ORGANTZATIONS

Sec. 1154, (a) * * * o S
_ (b)- During any. such trial periocf gWhich may not exceed [247F 48
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months except as provided in subsection (c)), the Secretary may re-
quire a Professional Standards Review Organization to perform, in
addition to review of health care services provided by or in institu-
tions, only such of the duties and functions required under this part
of Professional Standards Review Organization as he determines such
organization to be capable of performing. The number and type of
such duties shall, during the trial period, be progressively increased
as the organization becomes capable of added responsibility so that,
by the end of such period, snch organization shall be considered a
qualified organization only if the Secretary finds that it is substantially
carrying out in a satisfactory manmer, the activities and functions re-
quired of Professional Standards Review Organizations under this
-part with respect to the review of health care services provided or
ordered by physicians and other practitioners and institutional and
other health care facilities, agencies, and organizations. Any of such
duties and functions not performed by such organization during such
period shall be performed in the manner and to the extent otherwise
provided for under law.
(¢) If the Secretary finds that an organization. designated under
- subsection (&) has been unable to perform satisfactorily all of the
-duties and fumctions required under this part for reasons beyond the
organization’s control, he may extend such organization’s irial period
for an additional period not exceeding twenty-four months.

F(c)I (¢) Any agreement under which any organization is condi-
tionally designated as the Professional Standards Review Organiza-
tion for any area may be terminated by such organization upon 90
days notice to the Secretary or by the Secretary upon 90 days notice
to such organization.

(e) In determining whether an organization designated on a condi-
tional basis as the Professional Standards Review Orgenization for
any area is substantially carrying out its duties in a satisfactory man-
ner and should be considered o qualified organization, the Secretary
shall follow the procedures specified in section 1162(h) (concerning
the Secretary’s comsideration of comments of the Governor of the
State in which the organization is located).

DUTIES AND FUNCTIONS OF PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS ‘

Szc. 1155. (a) (1) Notwithstanding any other provision of law, but
consistent with the provisions of thig part, it shall [ (subject to the;,
provisions of subsection (g) )7 be the duty and function of each Pro-"
fessional Standards Review Organization for any area to assume, at
the earliest date practicable, responsibility for the review of the pro-
fessional activities in such area of physicians and other health ‘care
practitioners and institutional and noninstitutional providers of health
care services (except as provided in paraaraph (7)) in the provision of
health care services and items for which payment may be made (in
whole or in part) under this Act for the purpose of determining
whether— ; "

(A) such services and items are or were medically necessary;
(B) the quality of such services meets professionally recog-
nized standards of health cave; and ,
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- (C) in case such services and items are proposed to be pro--

vided in a hospital or other health care facility on an inpatient

basis, such services and items counld, consistent with the provision.

of appropriate medical care, be effectively provided on;an out-

patient basis or more economically in an inpatient heaith carve-
facility of a different type. '

- (5) ‘Physicians assigned responsibility for the review of hospital

care may be only those having active hospital staff privileges in at

least one of the participating hospitals in the area served by the Pro-

fessional Standards Review Organization. fand (except as may be-
otherwise provided under subsection (e) (1) of this section) such phy-
sicians ordinarily should not be responsible for, but may participate
in the review of care and services provided in any hospital in which:
such physicians have active staff privileges.} . Lo
(6) No physician shall be permitted to review— o
(A) health eare services provided fo a patient if he wag di-
rectly For indirectly involved inJ responsible for providing such:
services, or . T ;
"(B) health care services provided in or by an institution, or-
ganization, or agency; if he or any member of his family has,

directly or indirectly, FanyQ} o significont financialtinterest in,

such institution, organization, or agency. .

For purposes of this paragraph, a physician's family ineludes only his:
spouse (%ther than a spouse who is legally separated from him under /-

a decree of divorce or separate maintenance), children (including
legally adopted children), grandchildren, parents, and grandparents..
(7Y A Professional Standards Review Organization located in &

- State has the function and duty to assume responsibility for the review:

under paragraph (1) of professional activities in intermediate care
facilities (as defined in section 1905 (¢)) and in public institutions for
the mentally retarded (described in section 1905(d) (1)) only if the
Secretary finds, on the basis of such documentation as he may require

fromi the State, that the single State agency which administers or

supervises the administration of the State plon approved under title

XIX for that Stote is not performing effective review of the quality

and necessity of health care services provided in such facilities and -

instivutions, except that the provisions of this paragraph shall not ap-
ply with respect to an intermediate care facility which is also a skilled

nursing facility (as defined in section 1861 (3)). .
, v bt A

(&) (1) Each Professional Standards Review Organization shall
utilize the services of, and accept the findings of, the review. com-

mittees of a hospital (including any skilled nursing facility, as de~
fined in section 1861(7), or intermediate care facility, as defined in -
section 1905 (e}, which s also a pars of such hospital) or other operat-

ing health care facility or organization {other than a skilled nursing

facility which ¢s not a part of a hospital) located in the area served

by such organization, but only when and only to the extent and ¢nly
- for such time that such committees in such hospital or other operat-

ing health care facility or organization have demonstrated to the sat-

-,

o
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isfaction of such organization their capacity effectively and in timely
fashion to review activities in such hospital or other operating health
care facility or organization (including the medical necessity of ad-
missions, types and extent of services ordered, and lengths of stay) so
~ as to aid in accomplishing the purposes and responsibilities described
in subsection (a} (1), except where the Secretary disapproves, for good
‘cauise, such aceceptance. :

% * ¥ * * % *
- | |
2) Any such agreement with an organization under this part shall

provide that the Secretary make payments to such organization, in o
manner similar to that provided for under section 1816 (c), equal
“to the amount of expenses reasonably and necessarily incurred, as
determined by the Secretary, by such organization in carrying out or
preparing te carry out the duties and functions required 47 such
agreement, T

(8) Any such agreement with am orgamization under this pert may
bein the form of a grant or an assistance agreement. '

L (g) Notwithstanding any other provision of this part, the respon-
sibility for review of health care services of any Professional Stand-
ards Review Qrganization shall be the review of health care serv-
ices provided by or in institutions, unless such Organization shall
have made a request to the Secretary that it be charged with the duty
and function of reviewing other health care services and the Secretary
shall have approved such request.J

(9) (1) Where a Professional Standards Review Organization
(whether designated on o conditional basis or otherwise) requests re-
view responsibility with respect to services furnished in shared health
facilities, the Secretary must give priority to such request, with the
highest priority being assigned to requests from organizations located
n areas with substantial numbers of shared health facilities.

(2) The Secretary shall require any Professional Standards Review
Organization which is capable of exercising review responsibility with
respect to ambulatory care services to perform review responsibility
with respect to such services on and after a date not later than two
Yyears after the date the organization has been designated as o Pro-
fessionul Standards Review Organization (other than under section
1154), but any such designated Professional Stendards Review Or-

. ganization may be approved to perform. such revicw responsibility
at any earlier time if such organization applies for, and is found ca-
pable of ewercising, such responsibility. However, the Secretary may
not require such an orqgamization to perform such review responsi-
bility prior to the date the organization is designated as o Professional
Stondards Review Organization (other than under section 1154). -

‘Suemission or Rerorrs BY ProFussionar SraNvArps Reviw
, ORGANIZATIONS. :

SEc. 1157, If, in discharging its duties and functions under this part,
any Professional Standards Review Organization determines that any
health care practitioner or any hospital, or other health care facility,
‘agency, or organization has violated ady of the obligations imposed by
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section 1160, such organization shall report the matter to the Statewide.
Professional Standards Review Council for the State in whigh such
‘Organization is located together with the recommendations of such
Organization as to the action which should be taken with respect to
the matter. Any Statewide Professional Standards Review Council
receiving any such report and recommendation shall review the same
and promptly transmit such report and recommendation to the Sec-
retary together with any additional comments or recommendations
thereon as it deems appropriate. [The Secretary may utilize a Pro-
fessional Standards Review Organization, in lieu of a program review
team as specified in sections 1862 and 1866, for purposes of subpara-
.graph (C) of section 1862(d) (1) and subparagraph (I) of section
1866(b) (2).1 :

RrqumeayeNT oF Review Arrrovat As CoNDrrioN oF PAYMENT OF
Crams '

Seo, 1158. fa) Except as provided for in section 1159 and subsection
(), no Federal funds appropriated under any title of this Act (other

‘than title V) for the provision of health care services or items shall
be used (directly or indirectly) for the payment, under such title or

-any program established pursuant thereto, of any claim for the provi-
sion of such services or items, unless the Secretary, pursuant to regula-
tion determines that+he claimant is without fault 1£— :

-

(1) the provision of such services or items is subject to review -

under this part by any Professional Standards Review Organiza-
tion, or other agency; and ‘ _

(2) such organization or other agency has, in the proper exer-
cise of its duties and functions under or consistent with the pur-
poses of this part, disapproved of the services or items giving
rise to such claim, and has notified the practitioner or provider
who provided or proposed to provide such services or items and
the individual who would receive or was proposed to receive such

services or items of its disapproval of the provision of such serv- . -

ices or items, ;
* ® % #* ' % * *

(¢) Where a Profeész'mml Standards Review Organization (whether’
designated on « conditional basis or otherwise) has been found coms--

petent by the Secretary to assume review responsibility with respect
to specific types of health care services or specified providers or prac-

titioners of such services and is performing such reviews, determina- ©°

tions made pursuant to paragraphs (1) and (8) of section 1165(a) in

conmection with suech reviews shall constitute the conclusive determana~ =

tion on those issues (subject to sectioms 1159, 1171(a)(1) and

1171(d) (8)) for purposes of payment under this Act, and no reviews
with respect to those determinations shall be conducted, for purposes
of paymenit, by agencies and organizations which are parties to agree- .-

ments-ensered into by the Secretary pursuant to section 1816, carriers
awhich are parties Yo contracts entered. into by the Seeretary pursuant

to section 1842, or single State agencies administering or supervising .

the administration of State plans approved wnder title XIX.

(@) In any case in which o Professional Standards Beview Orga- :

nézation disapproves (under subsection (@) ) of inpatient hospital serv-
 does or post-hospital emtended care services, payment may be made for

E
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such services furnished before the second day after the day on whick
the provider received notice of such disapproval, or, if such organiza-
tion determines that more time 4s required in order to arrange post-
discharge care, payment may be made for such services furnished be-
fore the fourth day after the day on which the provider received notice
of such disapproval.

OBLIGATIONS OF HEALTH .CARE PRACTITIONERS AND PROVIDERS OF HEALTHL
CARE SERVICES; SANCTIONS AND PENALTIES; HEARINGS AND REVIEW

Sec. 1160. (a) (1) * * #
%

3k * * i3 £ *

(b) (1) If after reasonable notice and opportunity for discussion
with the [practitioner or provider§ Zealth care practitioner or hospi-
tal, or other health care facility, agency, or orgamization eoncerned,
any Professional Standards Review Organization submits a report
and recommendations to the Secretary pursuant to section 1157 (which
report and recommendations shall be submitted through the State-
wide Professional Standards Review Council, if such Council has been
established, which shall promptly transmit such report and recom-
mendations together with any additional comments and recommenda-~
tions thereon as it deems appropriate) and if the Secretary determines
-.that such [practitioner or providerY Aealth care practitioner or hospi-
© tal, or other health care facility, agency, or orgemization, in providing
health care services over which such organization has review respon-
sibility and:for which payment (in whole or in part) may be made
under this Act has—

(A) by failing, in a substantial number of cases, substantially
t(-o )comply with any obligation imposed on him under subsection
a), or . v
(B) by grossly and flagrantly violating any such obligation in
one or more instances, :
demonstrated an unwillingness or a lack of ability substantially to
comply with such obligations, he (in addition to any other sanction
provided under law) may exclude (permanently or for such period as
the Secretary may prescribe) such Fpractitioner or provider} Zealth
care practitioner or hospital, .or other health care facility, agency, or
organization from eligibility to provide such sérvices on a reimburs-
able basis. , : ‘
* % * *® * # *

NATIONAY: PROFESSIONAL STANDARDS REVIEW COUNCIL

~Sec. 1163. (a) (1). There shall be established a National Profes-
sional Standards Review Coumneil (hereinafter in this section referred
to as the “Council”) which shall consist of eleven physicians, not
othervwise in the employ of the United States, appointed by the Secre-
tary without regard to the provisions of title 5; United States Code,
governing appointments in the competitive service. ‘
(2) Members of the Council shall be appointed for s term of three
years Fand shall be eligible:for reappointmenty, ewcept that of the
members: appointed in 1977, four shall be appoinied for a term of only



two years, and three for a term of only one year. Members of the Coun~
il shall be eligible for reappoiniment. ~ " :
* * B S P ' P *

[(f) The National Professional Standards Review Council shall- -,
from time to time, but not less often than annually, submit to the

Secretary and to the Congress a report on its activities and shall in-
clude in such report the findings of itg studies and investigations to-
gether with any recommendations it may have with respect to the

more effective accomplishment of the purposes and objectives of this

part. Such report shall also contain comparative data indicating the
results of review activities, conducted pursuant to this part, in each
State and in each of the various areas thereof.J ‘

* # * # % * %

PROHIBITION AGAINST DISCLOSURE OF INFORMATION
Szo. 1166, (a) Any data or information acquired by any Profes-

sional Standards Review Organization, in the exercise of its duties
.and functions, shall be held in confidence and shall not be disclosed

to any person except (1) to the extent that may be necessary to carry:

-out the purposes of this part For (2)7F, (2) in such cases and under
such circumstances as the Secretary shall by regulations provide to
- agsure adeqnate protection of the rights and. interests of patients,
health care practitioners, or providers of health care, or (8) in accord-
ance with subsection (0). 7 o )
(0) 4 Professional Standards Review Organization shall provide,
in accordance with procedures established by the Secrétary, data and
anformation— T ;
(1) to assist Federal and State agencies recognized by the Sec-

retary as having responsibility for identifying and investigating
" cases or patterns of fraud or abuse, which date and information
shall be provided by such Orgomization to such agencies at the
request of such agencies at-the. discrétion of such Organization

oobz the Dbasis of its findings with respect to evidence of fraud or

< gbuse; . e ‘ = ‘ :

(2))to assist the Secretary, and such Federal and State agenties
“recognized by the Secretary as having health planning or related

- responsibilities under Federal or State law (including health sys-
" tems agencies and State health plaraing and development agen-

cies),in cm‘r’yz‘ng out appropriate health care planming and related -
(A

.

ich’ data and information shall be provided in such
Format ard manner as may be prescribed by the Secretary or
agreed upon by the responsible Federal and State agencies and
such Organization, and shall be in the form of aggregate statis-
 tieal data (without identifying any individual) on a geographic,
nstitutional, or other basis reflecting the volume and frequency
of services furnished, as well as the demagraphic characteristics

ef the population subject to review by suck Orgenization.” .|
The penalty provided in subsection (¢) shull not apply to the disclo-

activities, w)

Bure of any date and information received under this subsection, ex-
- cept that such penalty shall apply to the disclosure (by the agency re-
cetving such datg and information) of any such data and information.

ey
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described in paragraph (1) unless such disclosure is made in a judicial,
administrative, or other formal legal proceeding resulting from an
inwestigation conducted by the agency receiving the data and infor-
mation; and )
(5) by inserting after subsection (c¢) (as so redesignated) the
Following new subsection: . :

(d) No patiens record in the possession of a Professional Standards
Review Organization, o Statewide Professional Standards Review
Council, or the National Professional Standards Review Council shall
be subject to subpena or discovery proceedings in a ciwil action.

LIMITATION ON LIABILITY FOR PERSONS PROVIDING INFORMATION, AND
FOR MEMBERS AND' EMPLOYEES OF PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS AND STATEWIDE PROFBSSIONAL STANDARDS REVIEW
OOUNOQILS, AND FOR HEALTH CARE PRACTITIONERS AND PROVIDERS

Sec. 1167, (a) Notwithstanding any other provision of law, no per-
son providing information. to any Professional Standards Review
Organization or to any Statewide Professional Standards Review
Council, shall be held, by reason of having provided such information,
to have violated any criminal law, or to be civilly liable under any law,
of the United States or of any State (or political subdivision thereof)
unless—

(1) such information is unrelated to the performance of the
duties and functions of such Organization or such Council, or

(2) such information is false and the person providing such
information knew, or had reason to believe, that such information
was false.

(b) (1) No individual who, as a member or employee of any Pro-
fessional Standards Review Organization or of any Statewide Profes-
sional Standards Review Council or who furnishes professional counsel
or gervices to such organization or council, shall be held by reason of
the performance by him of any duty, funetion, or activity authorized
or required of Professional Standards Review Organizations or of
Statewide Professional Standards Review Councils under this part,
to have violated any criminal law, (or to be civilly liable under any
law, of the United States or of any State (or political subdivision
thereof) provided he has exercised due care. ‘

(2) The provisions of paragraph (1) shall not apply with respect

~ to any action taken by any individual if such individual, in taking

such action, was motivated by malice toward any person affected by
such action. } : B
* * & * % % #*

. (@) The Secretary shall make payment to a Professional Standards
Review Organization, whether conditionally designated or qualified,
o7 to any member or employee thereof,; or to any person who furnishes
legal counsel or services to such orgamization, in an amount equal to
the reasonable amownt of the evpenses incurred, as determined by the
Secretary, in conmection with the defense of any suit, action, or pro-
ceeding brought against such organization, member, or employee re-
lated to the performance of any. duty or function of such organization,
member, or employee (as desoribed in section 1165). ‘ R

i
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ATUTHORIZATION FOI TUSE OF CERTAIN FUNDS TO ADMINISTER THE
PROVISIONS OF THIS PAET

Sec. 1168. Expenses incurred in the administration of this part
shall be payable from— L
a) funds in the Federal Hospital Insurance Trust Fund;
(b) funds in the Federal Supplementary Medical Insurance
Trust Fund; and : : ‘
(c¢) funds appropriated to carry out the health care provisions
of the several titles of this Act:

in such amounts from each of the sour¢es of funds (referred to in sub-
sections (a), (b), and (c¢)) as the Secr)itary shall deem to be fair and
equitable after taking into consideration the costs attributable to the
administration of this part with respect to each of such plans and
programs, The Secretary shall make such transfers of moneys between
the funds, referred to in clauses (a), (b) and (c¢) of thu preceding
sentence, ‘ag may be appropriate to settle accounts between them in
cases where expenses properly payable from the funds described in - -
one such clause have been paid from funds described in another of
sugh clauses. The Secretary shall muake paymenis to Professional
Standards Rewiew Organizations (whether designated on a condi-
tional basis or otherwise) from funds described in the first sentence
of this seciion (without any requirement for the contribution of funds
by any State or political subdivision thereof) for expenses incurred
 the performance of duties by such Organizations.

MEMCORANDUMS OF ’UNDERSTANDING; FEDERAL-STATE RELATIONS
‘ GENERALLY

See. 1171, (@) (1) Ewcept as provided in paragraph (2), no deter-
mination made by a Professional Stendards Eeview Organization
pursuant to paragraphs (1) and (2) of section 1155 (a) in connection
with reviews shall constitute conclusive determinations under section
1158(¢) for purposes of paymens under title XIX, unless such orgami-
zation has entered into o memorandwm of understanding, approved by
the Secretary, with the single State agency responsible for adminis-
tering or supervising the administration of the State plan approved
under title X1X_ for the State in which the organization is located
(hereinafter in this section veferred to as the “Siate agency”) for the
purpose of delineating the relationship between the organization and
the State agency and of providing for the exchange of data or infor-
matio:n, administrative procedures, coordination mechanisms, and mod-
ification af the miemorandum at any time that additional responsibility
for review by the organization is authorized by the Secretary.

(8) The requirement of paragraph (1) may be waived by the Sec-
retary if (A) the State agency indicates to the Secratary that it does
‘ot wish to_enter into @ memorandum of understanding with the or- .
‘ganizaiion twvolved, or:(B) the Secretary finds that the State agency
has refused, to negotiate in good faith or in a timely manmer with the
organisution wwwolwed. - . - NI R
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() (1) The State agency may request a Professional Standards
Rewiew Organization which is entering into such a memorandum of
understanding with the agency to include in the memorandum a spec-
tfication of review goals or methods (additional to any such goals or
methods contained in the organization’s formal plan) for the perform-
ance of the organization’s dutics and functions under this part.

(2) It the agency and the organization cannot reach agreement re-
garding the inclusion of any such requested specification, the Secre-
tary shadl rexiow such specification and shall require that the specifica-
tion be included in the memorandum if the Secretary determines that
such specification of goals or methods (A) is consistent with the func-
tions of the organization under this part and with the provisions of
title XIX and the State’s plun approved under such title, and (B)
does not seriously impact on the ejffectiveness and umiformity of the
orgamization’s review of health care services paid for under title
XVIII and title XIX of this Act.

(¢) Notwithstanding any other provision of this Act, the State
agency may contract with any Professional Standards Review Organi-
zation located in the State for the performance of review responsibili-
ties in addition to those performed pursuant to this part (and the cost
of performance of ‘such additional responsibilities is reimbursable as
an expense of the State agency under section 1903 (a)) if—

(1) the State agency formally requests the performance of such
additional resporsibilities, and 3 ‘

(2) the performance of such additivnal responsibilities is not in-
consistent with this part and is provided for in an amendment to
t{g? ;%S’z,‘ate’s plan which is approved by the Secretary under title

(@) (2) Each State agency may monitor the performance of review
responsibilities by Professional Standards Review Organizations lo-
eated within the State, in accordance with. a State monitoring plan
which is developed after review and comment by such orgenizations
and is approved by the Secretary. The costs of activities of the State
agency under and in accordance with such plan are reimbursable as
an expense of the State ngency under section 1903(a). ‘

(8) A monitoring vlan developed and approved under paragraph
(1) muy include a specification of performance eriteria for judging the
effectiveness of the wspiew zw%ommmoe of the Professional Standards
RBeview Organizotions. If the State agency and the Professional Stand-
ards Review Orgomizations connot reach agreement regarding such
eriteria, the Secretary shall assist the agency and organizations in re-
solwving the matters in dispute. - '

(8) (A) Whenever a State agéncy monitoring the performance of
. review responsibilities by a Professional Standards Review Orgoniza-
tion under o plan developed and approved under paragraph (1) sub-
mits to the Secretury reasonable documnenitation that the review deter-
minations of  such organization have coused an unreqsonable and
detrimental impact on total State empenditures under bitle XIX and
on the quality of care received by individuals under the State’s plan
approved under such title, and requests the Secretary to act, the Sec-
retary shall, within thirty days from the date of reccipt of the docu~
- mentation, make a determination as to the/+sasonableness of the allega-
tion by the State agency. If the Secretary determines that the review
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determinations of such organization have caused an wnreasonable and
detrimental impact on total State expenditures wuder bitle XIX and
on the quality of care received by individuals uiider the State’s plan
approved under such, title, he may snmedintely suspend such organiza-
tiow's authority in whole or in part under section 1158(¢) ta make
conclusive determinations for purposes of payment wnder title XIX
(ond he may suspend such authority for purposes of payment under
title XVIII) pending a reevaluation of such organization’s persorm=
ance of the responsibilities involved and. any appropriate action the
Segretary may take as a résult of such reevalvation. Any such agtion
taken by the Secretary shaipe final and shall-not be subject to, fudicial
review. - N T T

(B) The Secretary shall nitify the State agericy submitting sucl
documentation, and the orgamyi&ﬁtz‘on tnwolved, in writing, of his deter-

a

mination, any subsequent actijms taken, and the basis thereof, and shall

- notify the appropriate commsttees'of the United, States House of Rep-

2y

R

resentatives and the Senate of any such documentation submitied end
the actions taken. = - - ‘
(&) (1) The Secretary shall in a timely manner establish procedures

imd mechamisms to govern: his relationships with State agencies under -
this part (specifically including his relationships with such agencies

in commnection with their respective functions under the preceding
provisions of this section). Such mechanisms shall include periodic
consultation by the Secretary with State agency representatives and
representatives of Professional Standards Rewiew Organizations
vegarding relationships betuween such agencies and. such organizations
(including the appropriate ewchange of data and information between
such agenscies cmdp such organizations) and, other problems of mutual
concern, arid such: procedures. shall permit the State agency to be
represented on any project assessments conducted by the Secretary

- with respect to o Professional Standards Review Organization located

withinits State.

 (2) Each Professional Standards Review Organisation shall pro-
vide to the Stute agency for the Staie in whick it is located, wpon
request, date or information which the Seeretary requires sush organi-
zations to report to him routinely on a periodic busis, and sich other
data or information as the Secretary authirizes to be disclosed.

ANNUAL REPORTS : ]
Qea. 1178, The. Secretary shall submit to the Congress not latey

tham April 1,197, and not lrter than April 1 of each year thereafter;

@ full and complete report on the admwinistration, impact, and cost

- of the_program under this part during the preceding fiscal yepr,

Leyears oo B AR

enchuding data and informationon— P
T (2 the number, status (conditional or otherwise), and seryice
" areas of, and review methodologies employed by, all Professional,

- Stondards Review Orgarizations participuting in the programs;

“ (2) the number of health care institutions and practitioners
whose servises are subject to review by Professional Standards

- Review Organizations, and the number of beneficiaries and recip-
dents who received services subject to such review during such

€y
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(8) the imposition of penalties and sanctions under this title
~for violations of law and for failure to comply with the. obliga-
tions imposed, by this party - . , i .
(4) the total costs inourred under titles V, XI, XVIII, and
XIX of this Act in the implementation and operation of all pro-
cedures required by such titles for the review of services to de-
* termine ’t]({eir medical necessity, approprioteness of use,:and
quality; S C L e
z (%) éhanges in utilization rates ond patterns, and changesin
medical procedures and practices, attributable to the activities

of Professional Standards Review Organizations;. o
(6) the results of program evaluation activities, including the
_operation.of data collection systems and the status of Professional
/S;O'cmzdwrds Review Organization data policy and impigmentation;
(7) the extent to which Professional Standards Rewisw Orqaws-
zations are performing reviews of services for other govermsinial
- orprivate health insurance programs; and. ;- IR N

mecommndatiom for legislative changes. .

MBDIOAL OFFICERS IN AMBRICAN SAMOA, THE NORTHERN MARIANA ISLANDS,
. AND THE TRUST TERRITORY OF THE PACIFIQ ISLANDS TO BE INOLUDEL IN'

THE PROFBSSIONAL STANDARDS REVIEW PROGRAM .

Bro. 1178, For purposes of ‘applying this pa?zi"',(*éwaept sections
1155(c) and 1163) to American Samoa, the Northern M ariana Islands,.
and the Trust Territury of the Pacific Istandsy individuals licensed
to practice medicine in those places shall be considered to be physi-
cians ‘and doctors of medicine. : : o :

TTTLE XVIII—HEALTH INSURANCE FOR THE AGED AND
DISABLED o
% T Cow * % * R

ParT A -~Hoserrar INSURANCE BENEFITS FOR THE AGED AND DISABziED

Dzscrrerron oF Prograit
Swc, 1814, (a) * * *

NO PAYMENTS TO FEDERAL PROVIDERS OF SERVICES

(c) Subject to section 1880, no payment may be made under this
part (except under subsection’ (d) or subsection (j)) to any Federal
provider of services, except a provider of services which the Secre-
tary determines is providing services to the public generally as a com-
munity institution or agency; and no such payment may be made to.
aniY provider of services for any item or service which such provider is
obligated by a law of, or a contract with, the United States to render
at public'axpense, ! o :

. * * " % * *

Paymen for Certain Hospital Services Provided in Veterans’
Administration Hospitals

(1)(2) Payments shall also be made to any hospital operas-%~
the Veterans’ Administrution for inpatient hospital services furnished

A
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in a calendar year by the hospital or under arrangements (as defined
in section 1861 (w)) with it, to an individual entitled to hospital bene~
fits under section 426 even though.such hospital is a Federal provider
of services if (A) such individual was not entitled to have such serv-
ices. furnished to him free of charge by such hospital, (B% such in~ "
dividual was admitted to such -hospital in the reasonable belief on. the
part of the admitting authorities that such individiial was o.person
who was entitled to have such services furmished to him free of
charge, (O) the authorities of such hospital, in admitting such in-
dividual, and the individual, acted in good faith, and (D) such serv-
ioes were furnished during o period ending with the close of the day
on which the authorities operating such hospital first became aware
of the fact that such individual was not entitled to hawve such services
furnished to him by such hospital free of charge, or (¢f later) ending
with the first day on which it was medically feasible to remove such
individual from ypech hospital by discharging lim therefrom. ortrans-
fazfring him, to a hospital which has #n effect an agreement under this
title. S

- (2) Payment for services described in paragraph (1) shall be in an
amount equal to the charge imposed by the Veterans® Administration
for such. sérvices, or- (if less) the reasonable costs for such services (as
estimated by the Secretary). Any sueh payment shall be made to the
entity to which payment for the sernices inwolved would have been
pyable, if payment for such services had been made by the tradividual

on behalf of suck individual). ( AN
- . PAYMENT TO PROVIDERS OF SERVICES
Sec. 1815, (a) *# % ‘ ‘ o
(e) No payment which moy be made to /- provider of services under

this title - for any: service furwished to- wr individunl shall be-made to-

any other person under an assignment or power of attorney;. Zgy‘f
nothing in this subsection shall be construed, (¥) to prevent the making
of such @ payment in accordance with an assignment from the provider

if such assignment 4 made to g governmental ageney.or entity or i)

established by or pursuant to the order of a court of competent juris-
diction, or (2) to preclude an agens 6f the provider of services from
recetning any such poyment tf (but only if) ;suz-ls,agent 083 80 PUrs-
ant to an agei’zy agreement under which the cospensation to be paid
to the agent for his services for or in_conmection with the billing or
‘collection of vayments due. such provider under this title is unrelated
(directly or indirectly) to the amount of such paymenis-or the billings
therefor, and is not dependent upon the actual collection of any such
payment. R « B RPN :

"USB OF PUBLIC: AGENCIES OR PRIVATE ORGANIZATIZNS TO FACILITATE PAY-~

MENT TO PROVIDERS OF: SERVICES
. Bees1816, *o* * ‘

* e ’ PO S % . * s %,

recetving the services involved (or by another private person acting .

N

I\
Sy
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(k) The Secretary may.not disapprove a proposed agréeinent under:
this section, terminate an agreement under this section, or make o de-
termination with respect to whether an agreement or proposed agreec—
ment is consistent with the effective and efficient administration of this
part under subsection (b) (1) (4) or (e) (2) (B),solely on the grounds
that the agency or organization requesting such agreement, or having’
such agreement, serves providers located only in a single State, or on
the grounds that any provider in such. single State is served, or could
be served, by anotlier ageney. or organization whick sevves providers
located. in-more than one State. L - o
HOSPITAL INSURANCE FOR INDIVIDUALS, AGE 60 THROUGH 6, WHO ARE EN-

TITLED T0 BENEFITS UNDER SECTION 202 OR WHO ARE SPOUSES OF INDI-
VIDUALY BNTITLED TO. HEALTH INSURANCE = '

8&c. 1819. (@) Every individual who— L
o (2): kas attained the age of 60, but has not attained the age of
65; and
() s either— . ' : -
U (A) an individual envitled to monthly insurance benefits
- under section 202 or benefits under the Railroad Retirement
Act of 1937, 07 . R : . '
. (B) the wife or husband of a person entitled to benefits
- under this partyor . .. o
(0) an individual entitled to benefits wnder—
(2) section 223 (), or . ’ :
(7¢) subsection (e), (f), (g), or (R), of section 20%
based on disability, :
but who has not met the conditions of section 226(b) (2) s

and : .
. (8) is enrolied under part B of this title shall be eligible to
_enroll in, the insurance program established by this part.
(0) (1) An individual may enroll only one under this section and
only n such manmer and form as may be presoribed in regulations, and
only during an enrollinent period prescribed in or wnder this section,
- (2) In the case of an indiwvidual who satisfies paragraph (1) of sub-
section. (@) of this section and either subparagraph (4) or §Q) of
paragraph (2) of such subsection, his enroliment period shalt begin
with.wwhichever of the following is the latest : v o
(4) April 1,1978, or o : :
- (B) the date such individual first meets the conditions in such
, (,‘pmf(é?mph({?),or . N ‘ T
. (0O) the date the Secretary sends notice to such individual that
... ke gs entitled to any monthly insurance benefits as specified in sub-
. paragraph (4) or () of such paragraph (2), L
and shall end at the close of the— : o
(D) 90th day thereafter, if such enrollment period begins on
the date specified in subparagraph (B) or (C) of this paragraph,
o Lor C : ; T
© (B 180th day thereafter, if .such envollment period beqins on
(3‘)4?;7'52’7]97& f./ - fter, if o ? & Oegins on
n the case of an individual satisfying paragraph. (1) endpara-
grapl (2) (B) .af subsection (@) of this section, his eaz7'oZZ77)zeazt pze)m'od

I
Bl
e
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Shall begin on whichever of the following s the later: (A) April 1,
1978, or (B) ihe date such individual first meets the conditions speci-
Jied n such paragraphs, and shall end at the close of tiy () 90th day
thereafter, 4f -such enrollment period begins on the date specified in
clause (B) of this paragraph, or (D) 180th day thercafter, of such
enrollinent period begins on Aprit1,1978, L
. (e) (1) In the case of an individual who enrolls pursuant to the pro-
-wisions of this section, the coverage period during which he is entitled
to benefits under this part shall begin on the first-day of the second
molnth after the month in which he enrolls, or July 1, 1978, whichever
28 later. e R
(2) An individual’s. coverage period shall termminate at the earlier
-of the following— : - R : Lo ‘
(4) for failure to make timely premiwin payments, at such time
as may be prescribed in regulations which may include o-grace
period in, which overdue premiswms may be paid and coverage
continued, but such grace period shall 1ot exceed, 30 days,; except
that 6 anay be extended to mot to exceed 60 days in any case
where the Secretary determines that there was good cause for
failure to pay overdue premiums within such 80-dey period; or
{B) at the close of the month following the month in which an
indwidual files o notice with the Secretary that he no longer
desives to be enrolled under this section; or Vo :
(@) with the month before the month he no longer meets the
conditions specified in gubsection (a). 7
Notwithstanding the preceding provisions of this paragraph, an in-
dwidual’'s coverage period shall terminate at such time as such indi-
vidual becomes eligible for hospital insurance benefits under section
836 of this Act or section 103 of the Social Security Amendments of
1965 ; and wpon such termination such individual shall be deemed,

~solely for purposes of hospital insurance entitlement, to have filed in

such month the application required to establish such entitlement.
Ad)(1) The monthly premium of each individual wnder this section

-for each month in his coverage period, before July 1, 1979, shidll be
the: amount of the premium clharged to individuals envolling under .

o

;‘sect'z'an 1818. :

- (82) The Secretary shall, during the last calendar quarter of each

year beginming in 1978 determiine and promulgate the dollas amount -

(whether or not such dollar amovnt was applicable for premivans for
any prior month) which shall be applicable for premivms chargeable
to individuals for months oceurring in the 18-month period cominenc-
ing July 1 of the newt succeeding year. Such amount shall be actu~

arially adequate on o per capitu basis to meet the estimated amounts
‘of incurred claims and edministrative ewpenses. for individuals en-

rolled undér this section during such period; and such amount shall

“take into consideration underwriting losses or gains incurred during

“prior years. Any amount determined under the préceding sentence

‘which is not o multiple of $1 shall be rounded to the nearest $1, or if

midway between multiples of $1, to the newt higher multiple of $1.
(e) Payment of the monthly premivms on behalf 6f any individual

“who meets the conditions of subsection (a) may bemade by any. public
“or private agency or organization under a confract.or othér grrange-
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ment entered into between it and the Secretary if the Secretary deter-
manes that payment of such premiums wunder such contract or other
arrangement is administratively feasible. ‘ ; C

(f) (2) The provisions of section 1840 shall apply to individuals en-
relled under this sertion if such individuals are entitled to monthly
tnsurance benefits under section 802 .or 223. The provisions of subsec-
tions (e), (f), (9), and (k) of such section.1840 shall apply to any

-other individual so envolled. , Co ,
 (2) Where an individual enrolled ynder this section meets the pro-
wisions of paragraph (8) (B) of subsection (a) (but does not meet the
provisions of paragraph (2)(4) or (2)(C) of such subsection) and
the person referred to in such paragraph (2) (B) is entitled to monthly
insurance benefits under section 202 or section 293, the provisions of
section 1840(a) (1) shall apply to such benefits as though such husband
or wife were entitled to such benefits, wnless such person files @ notice
with the Secretary thatthe deductions provisions of such section 1840
(@) (1) shall not apply. - - .

(9) The term “wife”, or “husband” as used wn this section shall have
the meaning assigned to those terms by subsection (b) and subsection
(f) of section 216, as the case may be, except that the provisions of
clause (8) of such subsection (b)-and clause {3) of such subsection
(f) shall not apply. : o , :

ParT B—SupPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE AGED
\ ; "AND DIsaBLED ‘ ‘ o
e % * ) 'g % % ) e £

o  PAYMENT OF BENEFITS
Src. 1833. (a) * * * R

A4 ® e S O S g P

E£(£) (1) In the case of the purchase of durable medical-equipment
included under section 1861 (s).(6), by or on behalf of an individual,
E&yment shall be made in such amounts as.the Secretary determines'to

e equivalent to payments that would have been made under this part
had such equipment been rented and over such period of time as the

Secretary finds such equipment would be used for such individual’s =

medical treatment, except that (A) payment may be made in a lump
sum if the Secretary finds that such method of payment is less costly
_or more practical than periodic payments, and (B) with respect to
purchases of used equipment the Secretary is autborized to waive the
.20 percent coinsurance amount applicable under subsection (a) when-
_ever the purchase price of such equipment is at least 25 percent less
than the reasonable charge for comparable new equipment. y
. £(2) In the case of rental of durable medical equipment the Secre-
tary may, pursuant to agreements made with suppliers of such equip-
ment, establish any reimbursement procedures (including payment on
a Jump sum basis in lieu of prolonged rental payments) which he finds
to be equitable, economical, and feasible.} Coe . . ~
“(F) (1) In the case of durable medical equipment to be furnished an
~individual as described in section 1861(s) (6), the Secretary shall de-
termine, on the basis of such medical and other evidence as he finds

e

\"‘\:}
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appropriate (including certification by the attending physician with
respect to expected duration of need), whether the expected duration
of the medical nieed for the equiprment warrants a presumpiion that
purchase of the equipment would be less costly or more practical than
rental. IT the Secretary determines that such a presumption does ewist,

he shall require that the equipment be. purchased, on @ lease-purchase

basis or otherwise, and shall make payment in wecordance with the
lease-purchase agreement (or in a lump swm. amount if the equipment
is purchased other than on & lease-purchase basis) ; except that the Sec-
retary may authorize the rental of the equipmens notwithstanding such
determination if he determines that the piwchase of the equipment
awould be inconsistent with the purposes of this title or would create
an undue financial hardship on the individual who will use it. -

(82) Wath respect to purchases of used dwrable medical equipment,
the Secretary may waive the 20 percent coinsurance amount applicable
under subsection (@) whenever the purchase price of the used equip-
ment is at least 85 percent less tham the reasonable charge for

" .

comparebie’ new equipment.

(8) For purposes of paragraph (1), the Secretary may, pursuwant
to agreements made with suppliers of durable medical equipment,
establish. reimbursement procedures which' he finds to be equitable,
economicaly and feasible. Lo ' o s :
(4) The Secretary shall encourage suppliers of duradle medical
equipment to miake their equipment available to individuals entitled

-t0-benefits under this title on alease-purchase basis whenever possible.”.

USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS

 Sro. 1842, (a) * * #

NOOER LS

o % ® ;*5‘#V~*"*,
(3) No payment under this part for a service provided to any indi-

vidual shall (except as provided in section 1870} ks made-fo-anyone

other than such individual or (pursuant to an assignment described in

subparagraph (B) (ii) of paragraph (3)) the physjcian or other per-
sonpwhg provi(cle()i (th)e' ‘Sefvice? eLI:)cen(t' )t%la;t ]’%y%ﬂt may he nE’tde
(A) to'the employer-of such physician. or otl[er petson if such phy-
sician or other person is required as a condition of his émployment to
turn over his fee for such.service to his employer, or (B) (where the

service was provided in a hospital, clinic, or other facility) to the fa- -

“cility in which the service was provided if there is a contractual ar-
rangement between such. physician or other person and such facility

“under which such facility submits the bill for such.service. No payment
“which under the preceding sentence may be made divectly to the phy-

stciom or: other person providing the service involwed: (pursuant to an
asstanment described in subparagraph (1) (i) of paragraph (3))

shall be made to anyone else’under. a reassignment or power of attor-
- mey (except to an emplover or-facility as described. in clause (4) or

(B) of such sentence).; but nothing in this subsection shall be con-

strued (i) to prevent the making of such a poyment in accordance with

an assigrament from, the individual to whom the service was provided

or a reassignment from the physician or other person providing such

5
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service if such assignment or reassignment is made to o governmental
agency or entity or is established by or pursuant to the order of a court
of comipetent jurisdiction, or (it) to preclude an agent of the physicion
or other person providing the service from receiwving any such payment
if (but only if) such agent does so pursuant to an agency. agreement
‘wunder which the compensation to be paid to the agent for his services
for o7 in conmection with the billing or collection of payments due such.
physician or other person under this title is unrelated (directly or in-
directly) to the amount of such payments or the billings therefor, and
-8 not dependent upon the actual collection of any such payment.
B % Dk ES sk s ES

ELIGIBILITY OF INDVIDUALS AGR 60 THROUGH 64, WHO ARE ENTITLED: TO
BENEFIT UNDER SECTION 202 OR WIO ARE SPOUSES OF INDVIDUALS EN-
TITLED T0 HOSPITAL INSURANCE

- Src. 1846. (a) Any individual who meets the conditions of para-
graph (1) and paragraph (2) of section 1819(a) shall be eligible to
enroll in the insurance program established by this part. The provi-
sions of subsections (b), (¢); (e), (), and (g) of section 1819 shail
apply to individuals authorized to enroll under this section.

(0) An individual’s coverage period shall also terminate when (A)
Qe no longer meets the conditions specified in paragraphs (1) and (2)
of section 1819(a), or (B) his ew..vllment under section 1819 s termi-
nated. Where termination occurs pursuant to this subsection, the cover-
age period shall terminate with the close of whichever of the following
months is the earliest: (') the month. before the month the individ-
ual attains the age of 65, or (D) the month following the month
in which such individual no longer meets the conditions of paragraph
(2) of section 1819(a), or (E) the month in which his enrollment
untler section 1819 terminages.

- {e) (1) The monthly premivan of eack: individual under this section

for each. month in s coverage period before July 1979 shall be 300
per centum of the premiwm payable by an individual who has ottained
age 65 for such manth. o R I

(2) The Secretary shall, during December of each year beginning
in 1978 determine and promulgate the dollar amount (whether or not
such dollar amount was applicable for premiums for any prior month)
which shall be applicable for premiwms for months occurring in the
18-month period-commencing July 1 of the next year, Such amount
shall be actuarially, adequate on a pey capita basis to meet the esti-
mated amounts of incurred. élaims and_administrotive expenses. for
individuals enrolled wnder this section during such period, and such

amount shall take into consideration underwriting losses or gains in-
‘curred during prior years. Any amount dctermined vunder the pre-
ceding sentence which is not a multiple of 81 shall be rounded to the
neqrest $1 or if midway between multiples of $1, to the newt higher
mudtiple of $7:- .. s o L : L

(d). ATl premivms. collected. from. individuals enrolled pursuant to
2his section shall.be deposited. in'the Federal Supplementary Medical

Jnsurance Trust Fund,
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Part C—MiscerLaNeous Provisions LT e

DEFINITION OF SERVICES, INSTITUTIONS, ETOC. . 4

SEc. 1861. For gu1'156sequff thistitle.

N Spell of Tilness
% 5 * Lok % N * g

Skilled Nursing Facility |

(3) The term “skilled nursing facility” means (except for purposes’
of subsection (a)(2)) an institution (or a distinct partof an institu-
tion) which has in effect a transfer agreement (meeting the require-
ments of subsection (1)) with one or more hospitals having agree-

ments in effect under section 1866 and which— , e
(1) WOk % Al e .

Tk ste A ¥ sz AR %

[ (11) supplies full and complete information to the Secretary
or lis delegate as to the identity (A) of each person who has any
direct or indirect ownership interest of 19 per centum or more in o
such skilled nursing facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obligation
secured (in whole or in part) by such skilled nursing facihty or.
any of the property or assets of such skilled nursing facility, (B) -
in case a skilleq nursing facility is organized as a corporation, of
each’ officer and director of the corporation, and (C) in case a,’
skilled nursing facility is organized as a partnership, of each part-
ner; and promptly reports any changes which would affect the
current accuracy of the information so required to be supplied;§

(11) complies with the requiremenis of section 1194}

PENRIUE W s
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-(13) meets such provisions of the Life"Sufety Code-ofthe. .
National Fire Protection Association (23d edition, 1978)* as are
applicable to nursing homes; except that the Secretary may waive,
for such periods as he deems appropriate, specific provisions of
such Code which if rigidly applied would result in unreasonable
hardship upon a nursing home, but only if such waiver will net

- adversely affect the health and saféty of the patients; except that

_the provisions of such Code shall not apply in-any State if the
Secretary finds that in such State there is in effect a fire and safety
code, imposed by State law, which adequately protects patientsin
nursing facilities; fand® o o T

{14) establishes and muintains o system which sholl assure ¢
Cfull and complete accounting of patients’ personil funds, includ-
iy the use of a separate account for patient funds which sholl
preclude awy cominingling of such funds with fecility funds or
" with.the funds of any person of

other than another such patient; and ‘
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Y1) (A) * - Reasonable Cost
(v A
% % w0 S % * *

(F) Such regulations shall require each provider of seryices (other
than @ fund) to make reporis to the Secretary of information described
in section 1121(a) in accordance with the wuniform reporting system
(established under such section) for that type of provider.

Arrangements for Certain Services

(w) (1) The term “arrangements” is limited to arrangements under
which receipt of payment by the hospital, a.skilled nursing facility, or
home health agency: (whether in its own right or as agent), with re-
spect to services for which an individual is entitled to have payment
made under this title, discharges the liability of such individual or any
other person to.pay for the services. : R

“(2) Utilization review activities conducted, in accordance with the
requirements of the program established under part B of title XTI
of the Social Security Act with respect to services furnished by a hos-
pital to patients insured under part A of this title or entitled to have
payment made for such services under part B of this title or under
a State plan approved under title V or XIX, by a Professional Stand-
ards Review Organization designated for the area in which such hospi-
tal is located shall be deemed to.have been conducted pursuant to
arrangements between such hospital and such organizationunder which
such hospital is obligated to pay to such organization, as a condition
of receiving payment for hospital services so furnished-under this
pazt or under such a State plan, such amount as is reasonably incurred
and requested (as determined under regulations of the Secretary) by
- .such organization in conducting such review activities with respect to
services furnished by such hospital to such patients. -

# o * ) # 4 %

, * EXOLUSIONS FROM COVERAGE
. Sro. 1862.(a) * * * - ’ o ,

"~ (d) (1) No payment-may be made under this title with respect to
any item or services furnished to an individual by a person where the
Secretary determines under this subsection that such person— )

(A) has knowingly aind willfully made, or caused to be made,
any false statement or representation of a material fact for use
in an application for payment under this title or for use in deter-
mining the right to a payment under this title; -

(B) has submitted or caused to be submitted (except in the
case-of a provider of services), bills or requests for payment under
this title containing charges (or in applicable.cases requests for
payment of coststo such:person) for services rendered which the
Secretary findsf, with the concurrence of the appropriate pro-
gram review team appointed pursuant to paragraph (4),] to be
substantially in excess of such person’s customary charges (or in
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applicable cases substantially in excess of such person’s costs) for
such services, unless the Secretary finds there is good cause for
such- bills or requests containing such charges (or in applicable
cases, such costs) ; or e o B . : .
(C) has furnished services-sr supplies which are determined
by the Seeretary, [with the concurtence of the members of the
appropriate program review teim appoinfed pursuant to para-
graph (4) who are physicians or other professional personnel in
the health care field, to be substantially in excess of the needs of
individuals or to be harmful to individuals or to be of a grossly
inferior quality on the basis of reports transmitied-to him in ac-
cordamce with section 1167 of this Act (or; in the absence of any
such. report, on the basis of such data as he acquires in the admin-
“istration of the program under this title), to be substantially in
excess of the needs of individuals or to be of a quulity which fails
to meet professionally recognized stendards.of health care.
L(4) For the purposes of paragraph (1) (B) and (C) of this sub-
section, and clause () of section 1866(b) (2), the Secretary shall,
after consultation with appropriate State and local professional so-
cieties, the appropriate carriers .and intermediaries utilized in the
administration of this title, and consumer representatives familiar
“with the health needs of residents of the State, appoint one or more
program review feams (composed of physiciauns, other professional
personnel in the health care field, and the consumer representatives) in
each State which shall, among other things— = . . « .
[ (A) undertake to review such statistical ‘data on program
-utilization as may be submitted by the Seeretary,. - - -
[(B) submit to the Secretary periodically, as may be prescribed
in regulations, a. report on the results of such review, together
 with recommendations with respect thereto, e :
© L(C) undertake to.review particular cases where there ig a_
.- hikelihood-that the person or-persons furnishing services and sup-
plies to individuals may come within the provisions of paragraph
85)) ;(g?) arad (C) of this subsection or clause (F') of section 1866
(2), an o : SRR e )
. E(D) submit to the Seeretary periodically, as may be preseribed
© in regulations, a report of cases reviewed pursuant’to subpara-
graph (C):along with an.analysis of, and recommendations with
respect to, such casesiy - - T AP
- (e) (1) Whenever the»3ecretary defermines that a physician or
other individual practitioner has been conwicted (o or after the date
fi]; the enactment of this-subsection, orwithin such period prior to that
te as the Secretary shall specify in regulations) of a criminal offense
related Lo such physician’s or practitioner’s involwement in the pro-
gram wnder this title or the program wnder title XIX, the Secretary .
shall suspend such physician or practitioner from participation in the
program wnder this title for such period as he may deem appropriate;
and no payment may be made muf er this title with respect to any ttemy
or service furnished by such physician or practitioner during the pe-
riod of such suspension. The provisions of paragraphs (2) and (3) of

£ ES
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- subsection (d) shall apply with respect to determinations mude by
the Secretary under this subsection. R I ISR
(2) I'n'any case where the Secretary under paragraph (1) suspends
any physician or other individual practitioner from participation in
the program under this title, he shall— ‘ o L .
(4) promptly notify each single State agency whick admin-
~isters or supervises the administration of a State plan approved
-under title XIX of the fact, circumstances, and period of such
suspension; and ' ‘ e
(B) promptly notify the appropriate State or local agency or
authority having responsibility for the licensing or certification
of -such. physician or practitioner of the fact and circumstances
of such suspension, request that appropriate investigations be
made and sanctions invoked in accordance with applicable State
law and policy, and request that such State or local agency or
authority keep the Secretary and the Inspector General of the
Department of Health, Education, and Welfare fully and cur-
rently informed with vespect to any actions taken in response to
such request.

- AGREEMENTS WITII PROVIDERS OF SERVICES

Sec. 1866. (a)(1) Any provider of services (except a fund desig-
nated for purposes of section 1814(g) and section 1835(e)) shall be
qualified to participate under this title and shall be eligible for pay-
ments under this title if it files with the Secretary an agreement—

(A) not to charge, except as provided in paragraph (2), any
individual or any other person for items or services for which such
individual is entitled to have payment made under this title (or

* for which he would be so entitled if such provider of services had

complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814.(e) ), and
(B) mot to charge any individual or any other person for
items or services for which such individual is not entitled to have
- payment made under this title because payment forr expenses in-
curred for such items or services may not be made by reason of
the provisions of paragraph (1) or (9), but only if (i} such
individual was without fault in incurring such expense and (ii)
the Secretary’s determination that such paymentaay not be made
for such items and services was made after the third year follow-
ing the year in which notice of such payment was sent to such
individual ; except that the Secretary may reduce such three-year
~ period to not less than one year if he finds such reduction is con-
sistent with the obiectives of this title, and C
(C) to make adequate provision for return (or other disposi--
‘tion, in accordance with regulations) of any moneys incorrectly
- -colleeted from such individual or.other personf.J, and
DY to promptly notify the Secretary. of its employment of an
individual who, at.any time -during the year preceding: such em-.
.. ployment, was employed in & managerial, accounting, auditing, or.
L simlnr capacity (as determined by the Secretary by regulation).
by an agency or organization which serves as a fiscal intermedi-
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“ary or currier (for purposes of part A or part By or bothy,of this

title) with respect to the provider. S I LA
An agreement under this paragraph with a skilled nursing facility
shall be for a term of not exceeding 12 months, except that,the Secre-
tary may extend such term for a period not exceeding 2 months, where

the health and safety of patients will not be jeopardized thereby, if he

finds that such extension is necessary to prevent irreparable harm to
.such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticablé within such 12-
.month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder. . -~ =

Heo A i *® ) # . ’ # R

(3) The Secretary may refuse.to entersinto or renew an agreement
under this section with o provider of services if any person who has a
direct or indirect ownership or control intevest of 6 percent or more in
such provider, or who s an officer, director, agent, or managing e

ployee (as de;%ned in section 1127 1126 (D) ) of such provider,is a per-

son described in section 1197 1126(a).

(b) An agreement with the Secretary under this section may be
terminated (and in the case of a skilled nursing; facility, prior to the
end of the term specified in subsection (a) (1))— - o

(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in
regulations, except that notice of more than 6 months shall not
be required, or ‘ '

(2) by the Secretary at such time and upon such reasonable
notice to the provider of services and the public as may be speci-
fied in regulations, but only after the Secretary has deterrined
(A) that such provider of services is not complying suibstantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services nolonger substantially meets the applicable provisions

of section 1861, or (C) that such provider of serviceshas failed (2) ~

to provide such information as the Secretary finds necessary to

-determine whether payments are or were due under this title and -

- the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as

may be necessary to verify such information, or (¥%) to supply
(wathin such period as may be specified by the Secretary inregula-
tions) wpon request specifically addressed: to such. provider by .

the Secretary (1) full and complete information as to the owner-

ship of a subcontractor (as de}i'ﬂ@(l by the Secretary i regula-

tigns) with whom such. provider has hady during the previous
twelve months, business transactions in an aggregats emount in

~excess-of $85,000, and (1) full and complete information as to -

- any significant business transactions (as defited by the Secretary
in regqulations), occurring during the five-year period ending on
the date of such request, between such provider and any wholly
owned supplier on between such provider and any subcontradtor,

or (D) that such provider has made, or caused to be made, any
false statement or representation of a material fact for use inan’

application for payment under this title or for use in determining

3
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the right to  payment underthis title, or (E) that such provider
has submitted, or caused to be submitted, requests for payment
under this title of amounts for rendering services substantially:in
excess of the costs incurred by such provider for rendering such
" services, or (F') that such provider has furnished services or sup-
plies which are determined by the Secretary [, with the concur-
rede of the members of the appropriats program review team
‘appointed pursuant to section 1862 (d)(4) who are physicians or
other professional personnel in the health cave field, to be substan-
tially in excess of the needs of individuals &r to be harmful to
individuals or to be of a grossly inferior quality} zo be substan-
tially in ewcess of the needs of individuals or to be of it quality
which fails to meet professionally recognized. stondards of health
“care, or (G) that such provider (at the time the agreement was
entered into) did not fully and accurately make any disclosure
required of it by section 1126 (a). : .

* & Ed ko N : #

: : PENALTIES .
Skc. 1877. (a) Whoever— R

(1) knowingly and willfully makes or causes to be made any
false statement or representation of a material fact in any appli-
cation for any benefit ¢r payment under this title,

(2) at any time knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in determining rights to any such benefit or payment,

(8) having knowledge of the occurrence of any event affect-
ing (A) his initial or continued right. to any such benefit or pay-

-ment, or (B) the initial or continued right to any such benefit or
payment of any other individual in whose behalf he has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
it or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or
- (4) having made application to receive: any such benefit or
payment; for the use and benefit of another and having received it,
Jknowingly and willfully converts such benefit o1 payment or any
part thereof to a use other than for the use and benefit of such
other person, ,

Ishall be guilty of a misdemeanor and upon conviction thereof shall be
ﬁn%d 1110§ more than $10,000 or imprisoned for not more than one year,
or both.’§ , :

shall (1) in the case of such @ statement, representation, concealment,
~ failure, or conversion by any person in connection with the furnishing

(by that person) of items or services for which payment is or may be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $35,000 or imprisoned for not more than five

- years ¢» both, or (it) in the case of such o statement, representation,

concealment, failure, or conversion by any. other person, be guilty of a
misdmeanor and wpon conviction thereof fined not more than $10,000
o7 imprisoned fornot more than one year orboth.
- [(b) Whoever furnishes items or services fo an indyidual for which
. . i 0%
i i :

g
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payment is or may be made under this-title and who solicitg; offers, or
Teceives any— ... ;. . T : v :

£(1) kickback or bribe in connection with the furnishing of
such items or services or the making or receipt of such payment,

or SR
[(2) rebate of any fee or charge for referring any such indi-
vidual to another person for the furnishing .of such.items or
services, . . g , o »
shall be guilty of a misdemeanor and upon convietion thereof shall be
ﬁnﬁd IllcE('; mor¢ than $10,000 or imprisoned for not more than one year,
or both, , i : ,
(B) (1) Whoever solicits or receives any remumeration (including
kickbacks, bribes, or rebates directly or indiréstly, overtly or covertly,

in cash or in kind— o :
: (4) in veturn for referring an individual to a person for the
furnishing or arranging for the furnishing of items or services for

or
(B) in return for purchasing, leasing, ordering, or arranging
for or recommending purchasing, leasing or ordering goods, facili-
ties, services, or any item for which paymeni may be made in
whole or in part under this title. :
shall be guilty of a felony and upon conviction thereof, shall be fined
%zot more than $295,000 or imprisoned for not more than five years, or
oth., S ' : o
(2) Whoever offers-or pays any remuneration (including kickbacks,
bribes, or rebates directly or indirectly, overtly or.covérily, in cash or
in kind to any person toinduce such person-— o

(4Y to vefer an individual to o parsmufo"ri the furnishing.or

arrenging for the furnishing of items or services for which pay-
ment muy be made inwhole orin part under this title, or

which payment may be made in whole or in part under this title,

(B) to purchase, lease, order, oy arvange for or recommend pur- -

- chasing, leasing, or ordering goods, facilities, services, or any ttem

Jor whick payment may be made in whole or in part under this

title : : , ,
shall be ;;uz'l'ty of a felony and wpon conviction thereof, shall be fined
not more than $26,000 ar imprisoned for not more than five years, or
both, = . R
(8) Paragrapls (1) and (&) shall not apply to— . o
A) g discount or other reduction in price obiained by a pro-

- wider Of services or other entity under this title if the reduction

in price s properly disclosed and appyopriately reflected, in the
" costs claimed or changes made by thez;)%?vider or entity under this
title; and ' . SR

(B) any amoun: paid by an employer taan«éﬁiplayee (@7&0 has

a bona fide employmens relationship with such employer) for eni

- ployment in the provision of covered items or services. .
(c) ‘Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false staterent or

representation of a material fact with respect to the condiions or

operation of any institution or facility in order that such institution

or facility may qualify (either upon mitial certification dr upon re-

[ TN
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‘certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are ¢ fined in section 1861), shall be guilty of
a [misdemeanor] felony and upon conviction thereof shall be fined
not more than ‘[$2,000F $25,000 or imprisoned for not more than
[6 monthsj five years, or both. L
’ ok : n B *

Ty ’ £ By A

" (d) Whoever knowingly and willfully, after having accepted any
assigranent described n section 1842(0)(3) (B) (éi), charges  an.
amount in excess of the reasonadble charge with respect to services
Furnished to individuals on whose behalf payment is made under any
such assignment, shall be guilty of a misdemeanor and wpon conwiction
thereof shall be fined not more than $2,000 or imprisoned for not more

- than siz months, or both.

TITLE XIX—GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS = . = ..
0 Ed ES £ X

ate oA
b Ed

STATE PLANS.FOR DIEDICAL ASSISTANCE
© Sec. 1902, (a) A. State plan for mecical assistance must—
, 1 TR . )

B3 sk T 3 & £ Eg
(26) effective July 1, 1969, provide (A) for a regular program
of medical review (including medical evaluation) of each pa-.
tient’s need for skilled nursing facility care or (in the case of
individuals who are eligible therefor under the State plan) need
for care in a mental hospital, a written plan of care, and, where
- applicable, a plan of rehabilitation prior to admission to a skilled
_.pursing facility; (B) for periodic: inspections to be made in all
- skilled nuwging facilities and mental institutions (if the State
“» pian includes care in stich institutions)  within the State by one
or more medical reviesw teums (composed of physicians and other
appropriate health and social service personnel, or, in the case of
skilled wursing facilities composed of plysicians or registered
nurses and other appropriate health and social service personmel)
of. (1) the care being provided in such nursing facilities (and
mental institutions, 1f care therein is provided under.the State
plan) to persons receiving assistance under the State plan, (ify
with respect to each of the patients receiving such care, the ade-
quacy of the services available in particular nursing facilities (or
_institutions) to meet the current health needs and promote the
maximum physical well-being of patients receiving care in such
facilities yer-ingtitutions), (iii) the necessity and desirability of
the continued placement of such patients in such nursing facihities
* (or institutions), and (iv) the feasibility of meeting their liealth
care needs through alternative institutional or noninstitutional
services; and (C) for the making by such team or teams of full
and complete reports of the findings resulting from such inspec-
tions together with any recommendations to the-State agency ad-
ministering or supervising the administration of the State plan;

B
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. (27) provide fur agreements with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep siuch records as are necessary
fully to disclose the éxtent of the services provided toindividaals
recelving assistance under the State plan, and (B) to furnish the
State agency or the Secretary with such information, regarding
any payments claimed by such person or institution for providing
services under the State plan, as the State agéricy or the Secretary
may from time to time request; ‘ .

(82) ‘provide that no payment under the plan for any care or
service provided to an individual [by a physician, dentist, or other
individual practitioner shall be made to anyone other than such
individual or such physician, dentist, or practitioner, except that
payment may be made (A) to the employer of such physician, -

- dentist, or practitioner if such physician, dentist, or practitioner
is requiréd as a condition of hig employment to turn over-his fee -
for such care or service to his employer, or (B) (where the care .
or service was provided in a hospital, clinic, or other facility) to
the fasility in which the care or service was-provided ifthere is a
contractual arrangement between such phyaician, dentist, or prac-.
titioner and such facility under which such facility submits the
bill for such care or service;§ shall be made to anyone other than
such individual or the person or institution providing such care
or service, under an assigmmnent or power of attorney or other-
wisey exoept that— o

(A4) in the case of any care or service provided by.a phisi-

oo cian, dentist, or other individual practitioner, such payment
i may be made (3). to the employer of such physician, dentist,
o or other practitioner if such physician, dentist, or pracéitioner
s required as a condition of his employment to turn over his
fee for such care or -service to his employer, or (it) (where -
the care or service was provided in a hospital, clinie, or other
facility) to the facility in which the care or service was pro-
vided if there is & contractual arrangement between such
physician, dentist, or practitioner and such facility under

o wﬁzz’oh such facility submits the bill for such care or service;
L@ i .

- (B) nothing in this poregrapk shall be construed (1) to

- prevent the making of such a payment in accordance with
- an asstgranent from the person or institution providing the

care o1 service involved if such assigriment 4s made o a gov-
ernmental, agency or entity or is established by ‘or pursuant
to the order of & court of competent jurisdiction, or (it) to
preclude an agent of such person or institution from receiving
any such paymenit if (bus onlyif) such agent does so pursuans
to an_agency agreement under which the compensation to
be paid Yo the agent for kis services for or in conmection with
- the billing or collection of paymenis due such person or -

to the amount of such payments or the billings therefor, and

B
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- stitution under the plan is unrelated (directly or indirectly)™
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is not dependent upon the actual collection of any such pay-
ment; ' : : .

[ (35) effective January 1,1973, provide that any intermediate
care facility receiving payments under such plan must supply to
the licensing agency of the State full and complete information
as to the identity (A) of each psrson having (directly or indi-

“rectly) and ownership interest of 10 per centwm or more in such

intermediate care facility or who is the owner (in whole or in
‘part) of any mortgage, deed of trust, note, or other obligation
secured (in whole or in part) by such intermediate care facility
or any of the property or assets of such intermediate care facility,
(B) in case an intermediate care facility is organized as.a corpo-
ration, of each officer and director of the corporation, and (C) in
rase an intermediate care facility is organized as a partnership,
of each partner; and promptly report any changes which would
affect the current accuracy of the information so required to be
supplied; and} ~

(85) provide that any intermediate care facility recetving pay-

- ments under such plan complies with the requirements of section

1184, :
(3(’3)‘ provide that within 90 days following the completion of
each survey of any health care facility, laboratory, agency, clinic,

' or organization, by the appropriate State agency described in

paragraph (9), such agency shall (in accordance with regulations
of the Secretary) make public in readily available form and place

« the pertinent findings of each such survey relating to the com-

plience of each such health care facility, laboratory, clinic, agency,
or vrganization with (A) the statutory conditions of participation
imposed under this title, and (B) the major additional conditions
which. the Secretary finds necessary in the interest of health and
safety of individuals who are fuy>ished care or services by any
such facility, laboratory, clinic, ageticy, or organization[.J;
(87) provide for claims payment procedures which (4) en-
sure that 95 per centum of claims for payment made for services

" covered under the plan and furnisied by health care practitioners

through individual or group practices or through shared health
facilities are paid within 30.nys of the date of receipt of such
claims and that 99 per centianv of such claims are paid within 90
days of the date of receipt of such claims, and (B) provide for

- procedures o prepayment and_postpayment claims review, in-

cluding review of appropriate data with respect to the recipient
and provider of a service and the nature of the service for which
payment is claimed, to ensure the proper and efficient payment of
‘claims and management of the program;

(88) require that an entity (other than an individual practi-

" tioner or a growp of practitioners) that furnishes; or arranges

for the furnishing of, items or services under the plom, shall
supply, (within such period as may be specified in regulations by
the Secretory or by the single State agency which administers
or supervises the administration of the plan) wpon request specifi-
cally addressed to such entity by the Secretary or such State

‘ i
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agency, respectively, (A) full and complete information as to the
ownership of a subcontractor (as defined ?Zzz/ the Secretary in reg-
ulations) with whom such entity has had, during the previous
twelve months, business transactions in. an aggreqate Amouns in
excess of $25,000, and (B) full and complete information as to
any significant business transactions (as defined by the Secre-
tary in regulations), occurring during the five-year period ending
on the date of sich request; between such entity and any wholly
o'wéwd ‘supplier or between such entity and any subconiractor;
(39) provide that, subject to subsestion (g), whenever the sin-
gle State agency which administers or supervises the administra-
tion of a State plan approved under title XIX is notified by the
Secretary under section 186%2(e) (2) (4) that a physicien or other
individual practitioner has been suspended from pariicipation in
the éwo‘gmm» wunder title XVIII, the agency shall prompitly sus-
pend such physician or practitioner from participation in its
plon under this title for not less than the period specified in such
notice, and no payment may be made under its plan with respect
to any items or service furnished by such physician or practi-
tioner during the period of the suspension under this title.
(40) requare each health services facility or organization which.
receines payments wnder the plan and of o type for which a uni-
form reporting system has beew established wunder section 1191 (a%
to make reports to the Secretary of information described in suc.
section in accordence with the wniform reporting system. (estab-

- lished under such section) for thist typé of facility or orginiza-

g’hg fe%uirement of clause (A) of parcgraph (37) with respect to
tate p &¢
has exercised good fa'th in iFying To meet such reguirement. .
' * ) -k Y * . * 3 % T #® o 1"; -‘*
(g) The Secretury may waive suspension under subsection (a) (39)
of o physician’s or. practitioner’s participation in.a State plan. ap-
proved under this title amd of the prohibition under such subsection.

of payment for items or services: furnished by him during the period.

of such. suspension, if the single State agency which administers or

superyises the administration of a State plam approved wnder title
XIX such plan submits a ﬁe%ueis't to the Seoretary for suchwaiverand.

if the Secretary approves such request. = .. L ’
_ B ; v 'PAYMDNT TO STATES : o B
Sgo. 1908, (a) From i;he;‘svulhsv ,apprdprigfed therefor, the Seé"reta,ry
(except as otherwise provided in this section) shall pay to each State

which. has a plan approved under this title, for each quarter, begin-

ning W?Jl% t}Lle; ,cl’l‘uarte?,commencmg J anuary 1,1966: s
# a ® # 2w .

(3)'an,:ainount9qua1‘to—, B

an may be waived Dy the-Secretary if he finds that the State

B
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(B) 75 per centum of so much of the sums expended dur-

ing such quarter as are attributable to the nperation of sys-
tems (whether such systems are operated directly by the

¥

S State or by another persen under a contract with the State)

T

e of the type described in subparagraph (A) (i) (whether or

not designed, developed, or installed with assistance under
such subparagraph) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who is furnished services covered by the plan,
or to each indwvidual in a sample group of individuals who
are furnished such services, of the specific services (other
tham confidential services) so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services;
plus
sk 1t
(6) subject to subsection (b)(2), an amount equal to 100 per
centum of the sums expended during each quarter of the fiscal
year begenning October 1, 1977, 90 per centum of the swms ex-
pended during each quarter of the fiscal year beginning Octo-
ber 1, 1978, and 76 per centum of the sums expended during each
quariter of the fiscal year beginming October 1, 1979, with respect
~ to costs incurred during such quarter (as found necessary by the
Secretary for the elimination of froud in the provision and ad-
ministration of medical assistance provided under the State plan)
which are attributable to establishment and. operation of (in-
cluding the training of personmel employed by) a State medicaid
Jraud control unit {described in subsection (p)) ; plus '
E£(6)F (7) an amount equal to 50 percentum of the remainder
of the amounts expended during such quarter as found necessary
by the Sectetary for the proper and efficient administration of the
State plan. s o
(b) (1) Notwithstanding the preceding provisions of this section, the

* * S * ® *

-amount determined under subsection (a)(1) for any State for 'any

quarter beginning after December 31, 1969, shall not take into ac-
count any amounts expended as medical assistance with respect to
individuals aged 65 or over and disabled individuals entitled to hos-

~ pital insurance benefits under title XVIII which would not have been

so expended if the individuals involved had been enrolled in the
insurance program established by part B of title XVIII, other than
amounts expended uunder provisionsof the plan of such State required
by section 1902(a) (34). L :
(2) For limitation on Federal participatiou for capital expenditures
which are out of conformity with & comprehensive plan of a State or
areawide planning agency, see section 1122. ‘ :
(8) The amount of funds which the Secretary is otherwise obligated
to pay a State during a quarter under subsection (@) (7) moy not ex-
ceed the higher of— -
4) §185000, or , . , ,
B) one-quarter of 1 per centum of the sums expended by the
Federal, State, and local governments during the previous quarter
in carrying-out the State’s plom wnder this title.
& . % sk ES & : # %k

[
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(g) (1) Subject to paragraphs (8) and (6), with respect to amounts
paid for the following services furnished under the State plan after
June 30, 1973 (other than services furnished pursuant to a contract
with a health maintenance organization as defined 1z section 1876), the
Federal medical assistance percentage shall be decreased as follows:
Adfter an individual has received care as an inpatient in a hospital (in-
cluding an institution for tuberculosis), skilled nursing facility or

intermediate care facility on 60 days, or in a hospital for mental

diseases on 90 days (whether or not such days are consecutive), dvring
any fiscal year, which for purposes of this section means the four calen-
dar quarters ending with June 30, the Federal medical assistance per-
centage with respect to amounts paid for any such care furnished
thereafter to such individual in the same fiscal year shall be decreased
as determined under the provisions of paragraph (3) unless the State
agency responsible for the administration of the plan makes 4 show-
ing satisfactory to the Secretary that, with respect to each calendar
quarter for which the State submits a request for payment. at the full
Federal medical assistance percentage for amounts paid for inpatient
Lospital services (including tuberculosis hospitals), skilled nirsing
facility services, or intermediate care facility services furnished be-
yond 60 days (or inpatient mental hospital services furnishied beyend

90 days), there is in operation in the State an effective program of

control over ufilization of such services; such a showing must include
evidence that— _ o e :

(A) in each case for which payment.is made under the State

plan, a physician certifies at the time of admission, or, if later,

the time the individual applies for medical assistance under the

State plan (and recertifies, where such services are furnished over

a petiod of time, in such cases, at least every 60 days, and accom-

panied by such supporting material, appropriate to the case in-

volved, as may be provided in regulations of the Secretary), that

such seryices arg, or were required.to be given on an inpatient
‘basis because theindividual'needs or needed such services; and

(B) in each such case, such services were furnished under a

plan established and periodically reviewed and evaluated by a

physician; : S o ' TR

(C) such State has in effect a continuous program of review of

utilization pursuant to section 1902 (a) (30) whereby each admis-

sion is reviewed or screened in accordance with eriteria established

- by medical and other professional pérsonnel who are not them-
selves dircetly responsible for the care of the patient involved,
and who do not have a significant financial interest in any such

“institution and are not, except in the case of a hospital, émployed

by the institution providing the:care involved; and the informa-

tlon developed from such review or screening, along with the data
obtained from.prior reviews of the necessity for admission and

continued stay of patients by such professional*personnel, shall
- be used as the basis for establishing the size and composition of
the same of admissions to be subject to review and evaluat>u

by such personnel,.and any such sample may bé of any size up-/ o

100 per centum of all admissions and must be of sufficient size to

serve the purpose of (i) identifying the patterns of eare being
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provided and the changes occurring over time in such patterns
so that the need for modification may be ascertained, and (ii) -sub-
jecting admissions to early or more extensive review where infor-
mation indicates that such consideration is warranted ; and
* (D) such State has an effective program of medical review of
the care of patiénts in mental hospitals, skilled nursing facilities,
. and intermediate care facilities pursuant to section 1902(s) (26)
- and (31) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes-
. sional review teams. : S R :
In determining the number of days on which an individual has re-
ceived services described in-this subsection, there shall'not be counted
any days with respect to which such individual is entitled to have
payments made (in whole orin part) on his behalf under section 1812.
(2) The Secretary shall, as part of his validation procedures under
this subsection, conduct timely simple onsite surveys of private and
public institutions in which recipients of medical assistance may re-
ceive care and services under a State plan approved under this title,
‘and his findings with respect to such surveys (as well as the showings
of the State agency required under this subsection) shall be made
available for public inspection. = . o e o
(8) - In the case of a State with respect to which & reduction in the
Federal madical assistance percentage is requiredwnder the provisions
of paragraph (1), such Federal medical assistance percentage shall be
reduced by o pereentage equal to 33y per centumy multiplied by o frac-
tiom, the denominator of which is equal to the total rammber of patients -
with respect to whom the provisions (as contained in paragraph (1))
relating to the making of a satisfactory showing aré applicable, and
the mumerator of whick is equal to the number of such patients with
respect to whom swch @ showingwas not madé in accordince with such
paragraph (after application of paragraphs (4) and (6)). -
(4) T'he Secretory may not find the showing of ¢ State; with respect
to & calendar quarter under paragraphi (1), to be satisfactory if the
showing is submitted to the.Secretary later thaw the 30th day after the
last-day of the calendar quartér, unless the State derionstrates to the
satisfaction of the Secretary good cause for not meeting such deadline.
(8) No'redurtion in the Federal medical assistanie percentage of a
State otherwise: requiréd to be imposed under this subsestion shall
take offect— few S U SEINEREE
(A 4f such veduction is dueto the State’s unsatisfactory or
- iwalid showing made with respect to @ calendar quarter begin-
ning priortodarmory 1,1978,- - L T
- (B unless a notice of ‘such decrease has been provided to the
State at least 30 days before the date such decerase takes éffect; or
(0 4f ‘such reduction is ‘due to the State’s unsatisfactory or
tnwalid showing made with respect t0" & calendar quarter begin-
wng after December 31, 1977, unless notice of such reduction. has.
been provided to the State no later than the first day of the fourth
calendar quarter following the calendar quarter with respect to
“ aphicly such showing was made. e '
(6) The Secretary is authorized to waive the application of all or

part (as is appropriate) of atiy reduction in the Federal medical as-
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sistance percentage of a State otherwise required to be imposed under
‘paragraph (1) in any case in which the Secretary determines that the
unsatisfactory or invalid showing made by the State is of @ technical
nature only, or is due to circwmstances beyond the control of the State.
(7) The Secretary shall submit to Congresz, not later tham 60 days
~after the end of each calendar quarter, @ report on— L
(A) his determination as to whether or not each showing, made
under paragraph (1) by aState with respect to the calendar quar-
ter, has been found to be satisfactory under such paragraphy
- (B) his review (through onsite surveys and o,t7wmaz'se§ under
- paragraph (2) of the /vaz'clity of showings previously submitted
by a State; and : _ o :
() any reduction in the Federal medical assistance percentage
he. has imposed on a State becouse of its submittal under para-
graph (1) of an unsatisfactory or invalid showing.
¥ sk B . ES b # £
.~ (1) Payment under the preceding provisions of this section: shall
not-be made— = - - . R ‘ 3 :
(1) with tespect to any amount paid for items or services
furnished under the plan afier December 31, 1972, to the extent
~_that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842(b) (8); or - :
. (2) with respect to any amount paid for services furnished
* ' under the plan after December 81, 1972, by a provider or other
= person during any period of time, if payment may not be made
‘under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
~ determination by the Secretary under section 1862 (d) (1) or under
“clause (DY, (E), or (F) of section 1866 (b) (2), or by reason of
- noncompliance with a request made dy the Secretary under clause
‘ ‘E’C’))(iz") “of such section 1866(b) (2) or under section 190%(a)
88)yor L T R

i *, . % o . * % s e *

%

. (). The State agency may refuse to' enter into any’ contract or
agreement with o hospital, mursing home, or other institution, organi-
zations or agency for purposes of participation under the State plam,
o otherwise. to approve an institution, organization, or agéncy for
such. purposes, if any person who has a direct or indirect vwnership or
vontrol interest of & percent or morein such.institution, organization,
or agency, or who v an officer, director, agent, or managing employee
(as defired in section 1196(b)) of such instibution, organization, or

agenicy, is aperson described in section 1186 (a) (whether or not such

institution, organgzation, or agency has ¢h effect an agreement entered
into with the Secretary pursuant to section 1866 or is subject to a
suspension. of payment order. issued under subseéction () of this sec-
tion) ; and, notwithstanding awy otlier pravision of this section, the
State agency may terminate any such contrdct, agreement, or approvel

if it determines that the institution, organization, or agency did not

fully and acourately make any disclosure required of it by section’ *

1126(a) "ot the time such contract or agreement wis enteved into or
such approval was given. - G e : >

g
:P/
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(0) Notwithstanding the preceding provisions of this section, no
payment shall be made to a State under the preceding provisions of
thais section for empenditures for medical assistance provided for an
individual wnder its State plan approved under this title to the extent
that a private insurer (as defined by the Secretary by regulation)
would have been obligated to provide such assistance but for a pro-
vision of its insurance contract which has the effect of limiting or ex-
eluding such obligation because the individual is eligible for or is
provided medical assistance under the plan.

() (1) When a political subdivision of a State makes, for the State
of which it is a political snbdivision, or one State makes, for another
State, the enforcement and collection of rights of support or payment
assigned under section 1918, pursuant to a cooperative arrangement
under such section (either within or outside such State), there shall be
paid to such political subdivision or such other State from amounis
which would otherwise represent the Federal share of paymenis for
medical assistance provided to the eligible individuals on whose behalf
such. enforcement and collection was made, an amount equal to 15
percent of any amount collected which is attributable to such rights
of support or payment.

(2) Where more than one jurisdiction is inwolwed in such enforce~
ment or collection, the amount of the incentive payment determined
under paragraph (1) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.

(q) Forthe purposes of this section, the term “State medicaid fraud
control unit” means ¢ single identifiable entity of the State government
which the Secretary certifies (and annually recertifies) as meeting the
following requirements :

(2) The entity (A) is a unit of the office of the State Attorney
General or of another department of State government which
possesses statewide authority to prosecute indwiduals for crimi-
nal violations, (B) is in a State the constitution of which does not
provide for the criminal prosecution of individuals by a statewide
awthority and has formal procedures, approved by the Secretary,
which (2) assure its referral of suspected criminal violations re-
lating to the program under this title to the appropriate author-
ity or authorities in the State for prosecution and (i) assure its
assistance of, and coordination with, such, authority or authorities
in such prosecutions, or (() is an entity which has formal proce-

- dures ond o formal working relationship, approved by the Ses-

. retary, which provide effective coordination with the Office of the

State Attorney Gemeral with respect to activities directed, toward
detection, investigation, and prosecution of suspected criminal
wiolations relating to the program wnder this title, including re-
ferral of such suspected wiolations to the Office of the State
Attorney General. -

(2) The entity is separate and distinet from the title XIX op-
erating agency or (if different) sinigle State agency that admin-

o ?;s:g}zr,s or supervises the administration of the State plan under this

- title. . , :

(8) The entity’s function is conducting a statewide program. for
the investigation and prosecution of wiolations of all applicable
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- State laws regarding any and all aspects of fraud in connection
with any aspect of the provision of medicel assistance and the
activities of providers of such assistance under the State plan
under this title. ,

(4) The entity has procedures for reviewing comnplainis of the
abuse and meglect of patients of health care facilities which re-
cetwe payments under the State plan wnder this title, and, where
appropriate, for acting upon such complainis under the criminal
laws of the State or for referring them te other State agencies for
action. , , ‘

(8) The entity provides for the collection, o referral for col-

- lection to a single State agency, of overpayments made wnder the
State plan to health care facilities and discovered by the entity in
carrying ows its activities, - , S

§6) T'he entity esnploys such auditors, attorneys, investigtiors,
and other necessary personnel and is organized in such @ manner
as is necessary to promote the effective and efficient conduct of the
entity’s activities. ﬂ ‘

(7) The entity submits to the Secretary an application and an-
nual reports containing such information as the Secretary deter-
mines, by regulation, to be necessary to determine whether the
entity meets the other requirements of this subsection.

PENALTIES

Seo. 1909. (a) Whoever— ’ o

- (1) knowingly and willfully makes or causes to be made any
false statement or representation of a material fact in any appli-

" ‘cation for any benefit or payment under a State plan approved
under this title, . o .

(2) at any time knowingly-and willfully makes or causes to

be made any false statemert or representation of a material fact
for use in determining rights to such benefit or payment,

. (8) having knowledge of the occurrence of any event-affect-

ing (A) his initial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit
or payment of any other individual in whose behalf he has applied
~for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to gecure such

benefit or payment either in a greater amount or qantity than is

due or when no such benefit or payment is authorized, or . -

'(4) having made application to receive any such benefit or pa;:);i :

N
RO

ment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any

part thereof to a use, other than for the use and benefit of such

other person, : . ;
Ishall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one
year, or both.} S

shall (2) in the casé of such a statqg?zent, represent'atz’oh, goncealmenty

failure, or conversion by any person in connection with the furnishing

(by that person) of ttems or services for which payment is or may
:4\\ . g . . : : ]

o i
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{
be made under this title, be guilty of a felony and upon conviction
thereof fined not more than $26,000 or imprisoned for not more than
five years or both, or (i) in the case of such a statement, representa-
tion, concealment, failure; or conwersion by any other person, be guilty
of a misdemeanor and upon conwiction thereof fined not more than
$10,000 or imprisoned for not more than one year or both. In addition,
i any case where an individual who is otherwise eligible for assistance
under a State plan approved under this title is convicted of an offense
under the preceding provisions of this subsection, the State may at its
option (notwithstanding any other prowvision of this title or of such
plan) limit, restrict, or suspend the eligibility of that individual for
such period (not exceeding one year) as it deems appropriate; but the
imposition of a limitation, restriction, or suspension with respect to the
eligibility of any individual wunder this sentence shall not affect the
eligibility of any other person for assistance under the plan, regardless
of the relationship between that individual and such other person.

L (b) Whoever furnishes items or services to an individual for which
payment is or may be made in whole or in part out of Federal funds
under a State plan approved under this title and who solicits, offers,
orT recejves any— :

E(1) kickback or bribe in connection with the furnishing of

such items or services or the making or receipt of such payment, or

F(2) rebate of any fee or charge for referring any such individ-

nal to another person for the furnishing of such items or services

shall be guilty of a misdemeanor and upon conviction thereof shall be

ﬁn%d' ’3103 more than $10,000 or imprisoned for not more than one year,
or hoth. ,

(D) (1) Whoever solicits or receives any remumeration (including
kickbacks, bribes, or rebates, directly or indirectly, overtly or covertly,
in cash or in kind— ’ ,

(4) in return for referring am individual to a person for the

« furnishing or arranging for the furnishing of items or services

g?lae which payment may be made in whole or in part under this

itle, ov o ‘

(B) in return for purchasing, leasing, ordering, or arranging

for or recommending purchasing, leasing, or ordering goods, fa-

- cilities, services, or any item for which payment may be made in
awhole or in part under this title, , -

shall be guilty of a felony and wpon conwiction thereof, shall be fined

;)zo;mowe than $25000 or imprisoned for mot more than § years, or

oth. ' :

(2) Whoever ojfers or pays any remuneration (including kickbacks,
bribes, or rebates directly or indirectly, overtly or covertly, in cash. or
in kind to any person to induce such person— S

(A) to refer an individual to a person for the furnishing or

- arranging for the furnishing of items or services for which pay-
ment may be made in whole or in pars under this title, or \

(B) to purchase, lease, order, or arrange for oy recommend pur-
chasing, leasing, or ordering goods, facilities; services, or any tem
g’otoz which payment may be made in whole or in part under this

- title, kAt ‘ R -
shall be guilty of a felony end, wpon conviction thereof, shall be fined
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%wt']mom than $26000 or imprisoned for mot more than § years, or
oth. o , ‘
(3) Paragraphs (1) and (2) shall not apply to—

(&) @ discount or other reduction in price obtained by a provider
of services or other entity under this title if the reduction in price
is properly disclosed and appropriately reflected in the costs
claimed or charges made by the provider or entity underthis title;
and ' : T : :

(B) any amount paid by an employer to an employee (who has
a bong fide employment relationship with such employer) for
employment in the provision of govered. items or services. :

(¢) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any falsé statement or

representation of a material fact with respect to the conditions or.

operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon re-
certification) as a hospital, skilled nursing facility, intermediate care
facility, or home health agency (as those terms are employed in this
title) shall be guilty of a [misdemeanor§ felony and upon conviction
thercof shall be fined not more than [$2,000F $25,000 or imprisoned
for not more than 6 months] five years, or both.

ASSIGNMENT OF RIGHTS OF PAYMENT

Sre. 1912. (a) For the purpose of assisting in the callection o f medi-

cab support payments and.other paymients for medical care owed to

this title, a State plan for medical assistance may—
(Z) provide that, as a condition of eligibility for medical assist-
ance, each applicant or recipient who has legal capacity to execute
an assigroment for himself, or on behalf of another individual who
45 eligible to receive medical assistance by reason of the require-
ments of this title and lacks such legal capacity to make an assign-
ment for himself, will be required—' ’
A) to assign the State any rights to suppert which is
specified as support for the purpose of medical care by o court
or administrative order, and any righis to payment for medi-

recipients of medical assistance under the State plan approved under

cal care from any third party; which such applicant or re- .

sipient may howe (2).on his own behalf or in behalf of such
eligible individual lacking such legal capacity, and (#2) which
hawe acerued of the time such assignment s executed; and
(B) ‘to cooperate with the State (i) in- establishing the
paternity of the eligible individual lacking such legal capuacity
of such eligible individual is a child born.out of wedlock, and
(%) tn obtaining such suppori and such payments for himself
and for the eligible individual lacking such legal capacity,
unless (in either case) such applicant or recipient is found to
hawve good cause for refusing to cooperate as determined by
the, State ageney in acoordance with.standards mreseribar by

n the Segretary, which standards shall take into consideration

the best interests of the individuals involved ; and ~
(%) provide for entering into cooperative arrangemenis with
any appropriate agency or appropriate organizational unit of any

s

R4
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agency of the State, or of another State, and with appropriate
courts end low enforcement officials (¢) to assist the State ov local

 agency, including the entering into of financial arrangements with
such agency, orgonizational wnit, courts, and officials in order to
conduct or assist in the conducting of the enforcement and collec-
tion of rights to support or payment assigned under this section,
and, (i) with respect to-any other matiers of common concern to
such agency, organizational writ, courts, or officials and the State
or local agency.

(6) Such part of any arvouns collected by the State under an assign-
ment made under the provisions of this section shall be retained by the
State as is necessary to reimburse it for miedical assistance payments
made to such individual on whose behalf such assignment was executed
(with appropriate reimbursement of the Federal Government to the

 ewtent of its pariicipation in the financing of such medical assistance),

and the. remainder of such amownt collected shall be paid to such
individuel. ' . v
#* % # R # * #*

TITLE XX—GRANTS TO STATES FOR SERVICES
* ‘ * 7 * Ed * & ]
“Sec. 2002, (a) o

- (15) No payment may be made under this section with respect to
any expenditure for the provision of any health related service if such
service is provided by an entity which has failed to comply with a
request made by the Secretary or State agency under section 2003(d)
(2), for so long as such entity remains in noncomplionce with such
request. S L EREER L

© (16) Any State may refuse to enter into a contract or other arrange-
ment with a provider of services for purposes of participation under
the program established by this title, or otherwise to approve a provider
for such purposes, if any person whao has a direct or indiract ownership
or-control interest of & percent or more in such provider, or who is an
officer, director, agent, or managing employee (as defined in section

- 1186(b)) of such provider, i3 o person described in section 1196(a),

and may terminate any such contract, arrangement, or approvalif

- determines that the provider did not fully and accurately make any
. disclosire required of it by section 1126 () at the time the contract or

arrangement was entered into or the approval was given.

" ' PROGRAM REPORTING

- “ ¥ LR S e ‘ *
Sre. 2008, (d)(1) * * * :
T E e C I SRS T o . *

(I’-ﬁ provide‘sjﬂmt the State’s i)rof.zr'am for tlle«*provision of the
services deséribed in section 2002(a) (1) will be in effect in all
" - political subdivisions of the State; [and] - B

4
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(I) provides for financial participation by the State in the
provision of the services described in section, 2002 (a) (1) [.J; and
(J) provides that any eritity -(other than an individual prac-
titioner or a group of practitioners) receiving payments for the
provision of health-related seryices complies with the requiremenis
of section 1184, and supplics (within such period as may be spec-
tfied in regulations by the Secretary-or by the single State agency
which administers or supervises the administration of the plan)
upon request specifically addressed to such entity by the Secretary
or such State agency, respectively, (1) full and complete informa-
tion as to the ownership of a .subcontractor (as defined by the
Secretary in regulations) with whom such entity has had, during
the previous twelve monihs, business transactions in an aggregate
amount in excess of $85,000, and (44). full and complete informa-
tion as to any significant busingss tramsactions (as-defined. by the
Secretary i regqulations), occurring during the flve-year period
o = ending on the date of: such request; between. such entity and any
- wholly owned supplier or between such entity and any subcon-
traetor. . o ] . RERTT S e R

Secrion 332 or Taw Pupric Heaurs Service Acr
o o

v

 DESIGNATION OF HEALTE MANPOWER SHORTAGE AREAS
Szc. 382, (a) (1) v oo
® R

(¢) In determining whether to make a designation, the Secretary
shall take into consideration the following: =~ . " .
0 (1) (A) The recommendations of each hesalth systems agency
' (flesignated under section 1515) for a health service area which
- includes all or any part.of the area, population group, medical
- facility, or other public facility under consideration for desig-
nablon., o e s T TT e b e T D
.- = (B) The recommenddtions of the State health planning and -
- development agency (designated under section 1521) if such area,
- population group, medical facility, or other public facility is
within a health service area for which no health systéms agency
. has béen designated. " o T e S
. (2) The recommendations of the Governor-'of each State in
-+ «which the area, population group, medical facility, or other pub-
e ‘%’1‘0 f?célityfunder ‘consideration for designationi is in whole or part -
Jocated: s L@ e e T T s e v -
(8) The ewtent to which indwiduals who' ave (AY residents
of the area, members of the population group, or patients in the
medical facility or other public-facility under consideration for

designation, and. (B) enditled to have payment made for medical -~ -

- .serwices ynder title XVIIT or XIX of the Social Security Act,
. - canniot_oblain such: services because of suspension of physicians
from the programs under such titles. v T T T

e
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(Public Law 94-505)

AN ACT To authorize conveyance of the interests of the United States in certain
 lands in Salt Lake County, Utah, to Shriners’ Hospitals for Crippled Children,
a Colorado corporation.
® *® * * * # #

TITLE II—OFFICE OF INSPECTOR GENERAL
DUTIES AND RESPONSIBILITIES

Suo. 203.(a) It shall be the duty and responsibility of the Inspector
General— i

g) to supervise, coordinate, and provide policy direction for
auditing and investigative activities relating to programs and
operations of the Department ;- o .

(2) to recommend policies for, and to conduct, supervise, or
coordinate other activities carried out or financed by the Depart-
ment for the purpose of promoting economy and efficiency in the
administration of, or preventing and detecting fraud and abuse
in, its programs and operations; .

(8) to recommend policies for, and to conduct, supervise, or
coordinate relationships between the Department and other Fed-
eral agencies, State and local governmental agencies, and non-
governmental entities with respect to (A) all matters relating to
the promotion of economy and efficiency in the administration of,
or the prevention and detection of fraud and abuse in, programs

and ,(Rerations administered or financed by the Department, or
(B) the identification and prosecution of participants in such
fraud or abuse; fand} - '

(4) to keep the Sicretary and the Congress fully and currently
informed, by means of the reports required by section 4 and other-
wise, concerning fraud and other serious problems, abuses, and
deficiencies relating to the administration of programs and opera-
tions administered or financed by the Department, to recommend
corrective action concerning such problems, abuses, and deficien-
cies, and to report on the progress made in implementing such
corrective actionf.§; and : S PR

(6). to bring civil actions on behalf of the United States in
cases of alleged civil fraud relating to any health related program
established or totally or partially funded under any provision of

the Social Security Act, if no such ciwil action has been initiated

- by the Department of Justice within a period of siw months fol-

lowing a formal referral of such case of alleged fraud by the De-

partment to the Depariment of Justice and when such action s
appropriate in the opinion of the Inspector Genéral. :

(b) In carrying out the responsibilities specified in subsection

(a)(1); the Inspector :General shall have authority to approve or

disapprove the use of outside auditors or to take other appropriate
steps to insure the competence and independence of such auditors.

3
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(¢)In carrying out the duties and responsibilities provided by this
Act, the Inspector General shall give particular regard to the activities
of the Comptroller General of the United States with a view to avoid-
ing duplication and insuring effective coordination and cooperation,

REPORTS

Skc. 204 (a) The Inspector General shall, not later than March 31
of each wear, submit a report to the Secretary and to the Congress
summarising the activities of the Office during the preceding calendar
year. Such report shall include, but need not be limited to-—

(1) an identification and description of significant problems,
abuses, and deficiencies relating to the administration of programs
and operations of the Department disclosed by such activities;

(2) a. description of recommendations for corrective action
made by the Office with respect to significant problems, abuses, or
deficiencies identified and described under paragraph (1);

(3(% an evaluation of progress made in implementing recom-
mendations described in the report or, where appropriate, in
previous reports; and ‘ :

(4) a summary of matters referred to prosecutive authorities
and “the extent to which prosecutions and convictions have
resulted. . ‘ : :

Such report shall also indlide an evaluation of the performance of the
Attorney General in the investigation and prosecution of criminal
violations relating to fraud in the programs of health insurance and
medical assistance provided under tiles XVIII and XIX of the
Social Security Act, and shall include any recommendations with
respect to tmproving the performance of such activities. :

Socran SecuriTy AMENDMENTS  oF 1967 5
% % . % ok E s %

'INCENTIVES FOR ECONOMY WHILE MAINTAINING OR IMPROVING QUALITY
JIN. THE PROVISION OF HEALTH SERVICES :

Src. 402, (a) (1) *** ;
® 4 o # * % o

“(H) to establish an experimental program to provide day-care

.. services, which consist. of such personal care, supervision, and

'~ services as the Secretary shall by regulation prescribe, for individ-

uals eligible to enroll in the supplemental medical insurance

program established under part B of title XVIII and title XIX

of the Social Security Act, in day-care centers which meet such -

standards as the Secretary shall by regulation establish; [and}

“(I) to defermine whether the services of clincal psychologists

may be made more generally ayailable to persons eligible for serv-
ices under titles XVIII and ZEIX of this Act in a manner con-

o
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sistent with quality of care and equitable and efficient administra~
tionf. 3, and - S

“(J) to develop or demonstrate improved methods for the in-
vestigation and prosecution of fraud in the provision of care or
services under the health programs established by the Social Secu-
rity Act.”, :

SELECTED PROVISIONS OF THE INTER-
~ NAL REVENUE CODE OF 1954 |
| 26 US.C. 1—

Subtitle A—Income Taxes
CHAPTER 1—NORMAL TAXES AND SURTAXES

3k ES k] # * £ ®
Subchapter F—Exempt Organizations
PART I—-GENERAL RULE

Seo. 501. Exemption From Tax On Corporations, Certain Trusts,
Tite. ‘

(i) Prommrrron or DiscrivanatioN BY CErTaTy Socran Cruss.—
Notwithstanding subsection (a), an organization which is described
~ in subsection (c) (7) shall not be exempt from taxation under subsec-
tion (a) for any taxable year if, at suy time during such taxable
year, the charter, bylaws, or other governing instrument, or such
organization contains a provision which provides for discrimination
against any person on the basis of race, color, or religion.

- (9) Proressionar SranvArps Review Oreanizarions—For pur-

poses of this title, a Professional Standards Review Organization
designated as sush by the Secretary of Health, Education, and Wel-
fare under the provisions of part B of title X1 of the Social Security
Act (including an organization designated under section 1164 of such

Aet) shall be treated as am organization organized and operated em-

clusively for charitable purposes.”.
L) 3 (%) Cross REFERENCE.— :
For nonexemption of Communist-controlled organizations, see sec-
tion 11(b) . of 51
U.S.C. 190(b)).

i
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e Internal Security Act of 1950 (64 Stat. 997; 50
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