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PUBLIC LAW 95-142-0cr. 25, 1977 

Public Law 95-142 
95th Congress 

~l STAT. 1175 

An Act 

1'0 strengthen the capability of the Government to detect, prosecute, and punish 
fraudulent activities under the medicare and medicaid prol?rams, and for 
other purposes. 

Be it enaoted by the Senate and HOU8e of Represe'ntatives of the 
United States of Amerioa in Oongress assembled, 

SHORT TITLE 

SECTION 1. This Act may be cited as the "l'fedkare-Medicaid Anti
Fraud and Abuse Amendments". 

l'noIllBITION AGAINST ASSIGN~IENT BY PIIYSICIA~S AND OTHERS OF CLAIMS 
FOR SERVICES j CLAIMS PAY~IENT PROCEDURES FOR MEDICAID PROGRAM 

\ 

Oct. 25, 1977 
lH.R.3] 

Medicare
Medir.aid 
Anti-Fraud and' 
Abuse 
Amendments. 
42 USC 1305 
note. 

SEC. 2. (a) (1) Section 1842(b) (5) of the Social Security Act is {'..arrier contracts. 
amended by adding at the end thereof the following new sentence: 42 USC 1395u. 
"No payment which under the preceding sentence may be made 
directly to the physician or other person providing the service in-
volved (pursuant to an assig,;iment described in subllaragraph (B) (ii) 
of paragraph (3» shall be made to anyone else uniler a reassignment 
PI' power of attorney (except to an employer or facility as described 
in clause (A) or (B) of such sentence) j-but nothing in this subsection 
shall be construed (i) to prevent the making of such a payment in 
accordance with an assignment from the individual to whom the serv-
ice was provided or a reassignment from the physician or other person 
providing such service if such assignment or reassignment is made to 
a governmental agency or entity or is established by' or pursuant to 
the order of a court of competent jurisdiction, or (h) to preclude an 
agent of the physician or other person providing the service from 
receiving any such payment if (but only if) such agent does so pur-
suant to an agency agreement under which the compensation to be 
paid to the Ilgent for his services for or in connection with the billing 
or collection of payments due such physician or other person under 
this title is unrelated (directly or indirectly) to the amount of such 
payments OJr the billings therefor, and is not dependent upon the actual 
collection o:f any such payment.". 

(2) Section 1815 of such Act is amended by adding at the end 42 USC 1395g. 
thereof the following new sllbs('ction : 

"(c) No payment which may be made to a provider of services 
under this title for any service furnished to an individual shall be 
made to any other person under an assignment or power of attorney; 
but nothing in this subsection shall be construed (1) to prevent the 
making of such a payment in accordance with an assignment from 
the provider if such assignment is made to a governmental agency: 
or entity or is established by or pursuant to the order of a court of 
competent jurisdiction, or (2) to preclude an agent of the {>rovider 
of services from receiving any s11ch payment if (but only 1f) such 
agent does so pursuant to an agency agreement under which the com
pensation to be paid to the agent for his services for on in connection 
with the billing or collection of payments due such provider under this 
title is unrelated (directly or indll'ectly) to the amount of such pay-
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ments or the billings therefor, and is not dependent upon the actual 
collection of any such payment.". 

(3) Section 1902(a) (32) of such Act is amended to read as follows: 
"(32) provide that no payment under the plan for any care 

or serVIce p'royi(~ed to an individual sh!l;ll b~ m~de to any~ne otlw!' 
than such mdIvIdual or the person 01' mshtuhon provIdmg such 
care or service, under an assignment or power of attorney or 
otherwise; except that-

"(A) in the cnse of any care or service provided by a phy
sician, dentist, or other individual practitioner, sllch payment 
may be made (i) to the employer of such J(hysicinn, ol'ntist, 
or other practitioner if such physician, dentIst: 01' practitionel' 
is required as a condition of his employment to turn over his 
fee for such care 01' service to his employer, or (ii) (where 
the care or service was provided in a hospital, clinic, 01' other 
facility) to the facility in which the care or service was PJ'O
vided if there is a contractual arrangement between such 
physician, dentist, or practitioner and such facility under 
which such facility submits the bill for such care or service j 
and 

"(B) nothing in this paragraph shall be construed (i) to 
prevent the making of such a payment in accoroance with 
an assignment from the person or institution providing the 
care or service involved if such assignment is made to a gov
ernmental agency or entity or is established by or pursuant 
to the oreler of a court of competent jurisdiction, or (ii) to 
preclude an agent of such person or institution from receiving 
any such payment if (but only if) such agent does so pursuant 
to an agency agreement under which the compensation to 
be paid to the agent for his services for or in connection with 
the biHing or collection of payments due such pers<..n or insti
tution under the plan is unrelated (directly or indirectly) 
to the amount of such 'Payments or the billings therefor, and 
is not dependent upon the lI.dual collection of any such 
payment·". 

(4) The amendments made by this subsection shall apply with 
respect to care and servicee fm'nished on or aiter the date of the 
l'nactment of this Act. 

(b) (1) Section 1902(a) of the Social Security Act is amended
(A) by striking out "and" at. the end of paragraph (35); 
(B) by striking out the period at the end of paragraph (36) 

and inserting in lieu thereof" ; and" ; 
(0) by inserting immediately after paragraph (36) the follow

ing new paragraph: 
"(37) provide for claims payment procedures which (A) ensure 

that 90 per centum of claims for payment (for which no further 
written information or substantiation is required in order to make 
payment) made for services covered under the plan and furnished 
by'health care practitioners through individual or group practices 
or through shared health facilities are paid within 30 days of the 
date of receipt of such claims and that 99 pCll' centum of such claims 
are paid within 90 days of the date of receipt of snch claims, and 
(B) provide for procedures of prepayment and post payment. 
claims review, including review of appropriate data with respect 
to t.he recipient and provider of a service and the nature of the 
service for which payment is claimed, to ensure the proper and 
efficient payml'nt of claims and management of the program."; 
and 
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(D) by inserting at the end thereof the followin~ paragraph: 
"The requirement of clause (A) of paragraph (37) wIth respect to 

It State plan may be waived by the Secretary if he finds that the State 
has exercised good faith in trying to llleet such rC'quirC'lllent.". 

(2) The amendments made by paragraph (1) shall apply to calen
dar quarters beginning on and after July 1, 1078, with respect to State 
plans appro,'oo under title XIX of the ~ocial Security Act. 

IHSCJ.OSURE OF OWXERSlJIP AND m;J,A'l'ED INFORMATION 

State plans. 
waiver. 

Effective date. 
42 USC 13968 
note, 
42 USC 1396. 

SEC. 3. (a) (1) Part A of title XI of the Social Security Act is Regulations. 
amended by inserting immediately after section 1123 the following 42 USC 1301. 
new section: 

"DlsCLosnm OF OWNERSHIP ANI) m:LAT}:D INFORlIIATION 

"SEC. 1124. (a) (1) The Secretary shall by regulation or by COll- 42 USC 1320a-3. 
tract provision provide that each disclosing entity (as defined in para-
graph (2» shaIl-

1,' (A) as a condition of the disclosing entity's participation in, 
or certification or recertification under, any of the programs 
established by titles V, XVIII, XIX, and XX, or 

"( B) 'as a condition for the approval 01' renewal of a contract or 
agreement between the disclosing entity and the Secretary 01' the 
appropriate State a~ency under any of the programs established 
under titles V, XVIII, XIX, and XX, 

42 USC 701, 
1395,1396, 
1397. 

supply the Secretary 01' 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 (3) in the entity or 
in any subcontractor (as defined by the Secretary In regulations) in 
which the entity directly or indirectly has a 5 per centum or more 
ownership interest. 

"(2) As used in this section, the term 'disclosing entity' means all Definftions. 
entity which is-

"(A) a provider of services (as defined in section 1861 (u), other 
than a fund), an independent clinical laboratory, a renal disease 
facility, 01' a health maintenance organization (as defined in sec-
tion 1301 (a) of the Public Health Service Act) ; 42 USC 3OOe. 

"(B) an entity (other than an individual practitioner or group 
of practitioners) that furnishes, or arranges for the furnishin~ of? 
items or services with respect to which payment may be clalmeC1 
by the entity under any plan or pro~ram established pursuant to 
title VOl' under a State plan approved under title XIX; 

"( C) ~ carrier ?r other agency ?I' organization that is acting as 
a fiscal mtermedmry or agent WIth respect to one or more pro
viders of services (for purposes of part A or part B of title XVIII, 
or both, or for purposes of a State plan approved under title 
XIX) pursuant to (i) an agreement under section 1816, (ii) a Post, p. 1198. 
contract under section 1842, or (iii) an agreement with a single Ante, p.1l75. 
State agency administering or supervising the administration of 
It State plan approved under title XIX; or 

"(D) !l~ entity (other t~an an individual practitioner.or group 
of practitIOners) that furmshes, or arranges for the furmshing 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. 
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"(3) As used in this section, the term 'person with an ownel'shi·p or 
control interest' means, with respert to an entity, It person who-, 

"(A) (i) has directly or indirectly (as determined by the Sec
retary in regulations) an ownership interest of 5 per centum or 
more in the entity; or 

"(ii) is the owner (in whole or in part) of an interest of 5 per 
centum or more in any mortgage, de('d of trnst, note, 01' other 
obligl~tion ~ecured (in 'whole or ill part) by the entity or any of 
the propelty or assets thereof; or 

"(H) is an officer or director of the ('utity, if the entity is orga-
nized as a corporation; or . 

"(0) is. a partner ill tpA entity, if the entity is organized as a 
partnershIp. 

"(b) To the extent determined to be feasible under regulations of 
the Secretary, a disclosing entity shall also include in the information 
supplied under subsection (a) (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.",. 

(2) Section 1861 (j) (11) of such Act is amended to read as follows: 
"(11) complies with the requirements of section 1124;". 

(b) Oluuse (0) of section 1866(b) (2) of such Act is amended by 
inserting "(i)" after "failed", and by adding after "to verify such 
information," the following: "or (ii) to supply (within such period 
as ~ay be specified by the Secretary in regUlations) upon request 
speCIfically addressed to such provider by the Secretary (I) full and 
complete information as to the ownership of a subcontractor (as 
defined by the Secr('tary in regulations) with whom such provider has 
had, during the previous twelve months, business transactions in an 
aggregate amount in excess of $25,000, and (II) full and complete 
information as to any significant business transactions (as defined 
by the Secretary in regulations), occurring during the five.year period 
ending on the date of such request, between such provider and any 
wholly owned supplier or between such provider and any subcon
tractor,". 

(c) (1) Section 1902 (a) of such Act (as amended by section 2 (b) (1) 
of this Act) is amended-

(A) by amending paragraph (35) to read as follows~ 
"(35) provide that any intermediate care facility receiving pay

ments under such plan complies with the requirements.of sec
tion 1124 ;'" 

(B) by striking out "and" at the end of paragraph (36); 
(0) by strikin,A' out the period at the end of -paragraph (37) 

and inserting in heu thereof" ; and" ; and 
(D) by inserting aftel' paragraph (37) the following new 

paragraph: 
"(38) require that an entity (other than an individual prac

titioner 01' a group of practitioners) that furnishes, or arranges 
for the furnishirig or, items or services under the planl shall sup- -
ply (within such period as may be specified in regulatIons by tlie 
Secretary or by t~e .singl~ State agenc.y which administers .or 
supervises the admmlstratlOn of. the plan) upon request specifi
cally addressed to such entity by the Secretary or such State 
agency, respectively, (A) full und complete in'fonnation as to 
the ownership of 0. subcontractor (as definec1 by the Secretary 
in regulations) with w~om such entity ha,s had, during the preVl· 
ous twelve months, busmess transachons Ul an aggregate amount 
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in excess of $25,000, and (D) fun and complete information as 
to any significant bllsiness transactions (as defined by the'Secre
tary in l:pgulations), occurring- during the fire-yellr period end
ini on the date of such request, bet\\'een sucli entity and any 
wholly owned supplier or betweell s\1l;h entity unci. any sub
contractor.". 

(2) Section 1!J03(i) (2) of such Act is amended by inserting before 
the s(lmicolon at the end thereof the following: ", 01' by reason of 
noncompliance with a request made by the Secretary under clause 
(0) (ii) of snch section 1866(b) (2) 01' nnder section 1002(a) (38)". 

(d) (1) Section 2003 (d) (1) of such Act is amel\ded-
(A) by striking ont "and" nt the end of snbpnrngraph (H); 
(D) by striking out the p(ll'iod at the end of snbpal'fig~:aph (1) 

and inserting in lieu thereof II; and"; and 
(0) by adding after subparagraph (I) the following new 

subparagraph: 
"(J) provides that any entity (other than an iIHlil'idual prnc

tit.ioner or a group of practitioners) receiving' payments for the 
provision of health related services complies with the require
ments of section 1124, and supplies (within sneh period as may 
be specified in rpgnlations by the Secretary or by the State 
agency which admj~listers or supervises the administration of the 
plan) upon request specifically addressed to such entity by the 
Secl'etary or such State agency, respectively, (i) full and com
plete information as to the ownership of a subrontmctol' (as 
defined by the Secretary in regulations) with whom sHch entity 
has lmd, during the previous twelve months, business transactions 
in all aggregate amount in excess of $25,000, and (ii) fnll and com
plete information as to any significant business transactions (as 
defined by the Secretary In regulations), occurring dUl'ing the 
five-yeat· period ending on the date of such request, between such 
entity and any wholly owned supplier or between :mch entity 
and any subcontractor.". 

(2) SectIon 2002(a) of such Act is amended by adding at the end 
I.hereof the following new paragraph: 

"(15) No payment m!Ly be made under this section with l'PSpcct to 
any expenditure for the provision of any health related service if 
:iuch sel'vice is provided by an entity which has failed to comply with 
a reguest made by the Secretary or State agency under sectIon 2003 
(d) (1) (J), for so long as such entity remains in noncompliance with 
such request.". 

(e) The amendment made by subsection (a) (1) shall apply with 
respect to certifications and recertifications made (and participation in 
the programs established by titles V, XVIII, XIX, and XX of the 
Sodal S(lcurity Act pnrsnant to certifications and recertifications 
made), and fiscal intermediary or agent, agreements 01' contmcts 
entel'eel into or renewed, on and after the date of the enactment of this 
Act. The remaining amendment~ made by t.his section shall take 
effect on the date of the enactment of this Act; except that the a111(lllc1-
ments made by r.,lbRl'ctions (c) alld (d) shall become ('tY(ldiyc Jan
nary 1, 1078. 

l'I~N,\JJTflo:S FOR I>EFRAUDrNG !lIEDlCAUE AND lInmlCAID J'ROGR,\:IIS 

91 STAT. 11'/9 

42 USC 1396b. 

42 USC 1395co. 
42 USC 1396a. 
42 USC 1397b. 

Business records, 
availability. 

An:e, p. 1177. 

Payments to 
States. 
42 USC 1397a. 

Supra. 

Effective dates. 
42 USC 1320a-3 
note. 
42 USC 701, 
1395,1396, 
1397. 

SEC. 4. (a) Sedioll 18/7 of the Sodal S~cUI'it.Y Act is all1(luded to 42 USC 1395nn. 
read as follows; / 
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"PENALTIES 

"SEC. 181'T. (a) Whoevel'-
"(1) knowingly and willfully makes or canses to be lllnde any 

false statement or representation of a material fact in any appli. 
cation for n,ny b(.'llefit or payment under this title, 

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

tI(3) having knowledO'e of the occurrence of any event nffectmg 
(A) his initial or conti~ued right to any snch benefit or payment, 
or (B) the initial or continued right to any such benefit ~r pay
ment of any other individual in whose behalf he has applied for 
or is rec!)iving such benefit or payment, conceals or fails to disclose 
such event wlth an intent fraudulently to secure such benefit 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 sucl~ benefit?r par.
ment for the use and benefit of another and havmg 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, 

shall (i) in the case of such a 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 00 
made under this title, be guilty of a felony and upon conviction thereof 
fined not more than $25,000 or imprisoned for not more than five years 
or both, or (ii) in the case of such u st&tement, representation, conceal
ment, failure, or conversic;m by any other person, be guilty of a :mis
demeanor and upon conviction thereof fined not more than $10,000 or 
imr.risoned for not more than one yearf or both, 

, (b) (1) Whoever solicits or receives any remuneration (including 
any kickback, bribe, or rebate) directly or indirectly, overtly or 
covertly, in cash or in kind-

"(A) in return for referring an individual to a person for the 
furnishing or arranging for tile furnishing of any Item or service 
for which payment may be made in whole or in part under this 
title, or 

"(B) in return for purchasingf leasing, ordering, or arranging 
for or recommending purchasing, leasing, or ordering any good, 
facility, service, or item for which payment may be made in whole 
or in part under this title, 

shall be guilty of 11 felony and upon conviction thereof, shall be fined 
not more than $25,000 or imprisoned for not more than five years, or 
both. 

"(2) Whoever offers or pays any remuneration (including any kick
back, bribe, or rebate) directly or indirectlYf overtly or covertly, in 
cash or in kind to any person to induce such person-

"(A) to refer an indivi.dual to a person for the furnishing or 
arranging for the furnishing of any item or service for which 
payment may be made in whole or in part under this title, nr 

"(B) to purchase, lease, order, or arrange for or recommend 
purchasing, leasing, or ordering any good, facility, service, Or 
ltem for which payment may be made in whole or m part under 
this title, 

shall be guilty of a felony and upon conviction thereof, shall be fined 
not more than $25,000 or imprisoned for not more than five :rcal's, or 
both. 



PUBLIC LAW 95-142-0cr. 25,1977 

"(3) Paragraphs (1) and (2) shall not apply w-
"(A) a dIscount or other reduction in price obtained by a pro

vider 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 under this title; 
and 

"(B) any amount paid by an employer to an employee (who 
llas a bona fide employment relationship with such employer) for 
employment in the provision of covered items or services. 

"( c) Whoever knowingly and willfu11y makes or causes to be made, 
or induces or seeks to induce the making of, any false 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 recelti
fication) as a hospital, skilled nursing facility, or home health agency 
(as those terms are defined in section 1861), shall be guilty of a 
felony and upon conviction thereof shall be fined not more than 
$25,000 or imprisoned for not more than five years, or both. 

"(d) 'Whoever accepts assignments described m section 1842 (b) (3) 
(B) (ii) and knowingly, willfully, and repeatedly violates the term 
of such assignments specified in subclause (I) of such section, shall 
be guilty of a misdemeanor and upon conviction thereof shall be fined 
not more than $2,000 or imprisoned for not more than six months, or 
both.". 

(b) Section 1909 of such Act is amended to read as follows: 

"PENALTIES 

"SEC. 1909. (a) Whoever-
"(1) knowingly and willfupy makes ~,r c~uses to .be made any 

false statement or representatIOn of a materIal fact m any applI
cation for any benefit or payment under a State plan approved 
under this title, 

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

"(3) having knowledge of the occurrence of any event affecting 
(A) his initial or continued ri~ht to any such benefit or payment, 
or (B) the initial or continued right to any such benefit or pay
ment 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 benefit 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, 
knowingly and willfully converts such benefit or payment or any 
part thereof to a use other than for the use and benefit of suel, 
other person, 

shall (i) in the case of such a statement, representation, concealment, 
failure, or conversion by any person in connection with the furnishing 
(by that person) of items or services for whi~h payment is or may be 
made under this title, be guilty of a felony and upon conviction thereof 
fined not more than $25,000 or imprisoned for not more than five years 
or both, or (ii) in the case of such a statement, representation, conceal
ment, failure, or conversion by any other person, be guilty of a mis
demeanor and upon conviction thereof fined not more than $10,000 
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or imprisoned for not more than one year. or both. In addition, in any 
case where an individual who is othel;vise eligible for assistance unda' 
a State plan approved under this title is eonvicted of an offense undel' 
the preceding :provisions of this subsection, the State may at its option 
(notwithstandmg any other pl'ovision of this title or of such plan) 
limit, restrict, or suspE'ncl the eligibility of that individual for such 
period (not exceeding one year) as it deems appropriate; but the 
lmposition of a limitation, restriction, or suspension with respect to 
the eligibility of any individnal under this sentence shall not afl'ect the 
eligibility of any other person fOl' assistance under the plan, regal'dleHs 
of the relationship between that individual and such other person. 

"(b) (1) Whoever solicits or receives any remuneration (including 
any kickback, bribe, or rebate) directly or indirectly, overtly or 
covert\~', in cash or in kind-

'(A) in return for referring an individual to a person for the 
furnishing or arranging for the furnishing of any Item or service 
for whic11 payment may be made in whole 01' in part under this 
title, or 

"(B) in return for purchasing, leasing, ordering, or arranging 
fQI' 01' recommending purchasing, leasing, or ordering any good, 
facility, service, or item for which payment may be made in 
whole or in part under this title, 

shaH be guilty of It felony and upon conviction thereof, shall be fined 
not more than $25,000 or imprisoned for not more than five years, 01' 
both. 

"(2) ",Yhoever offers or pays any remuneration (including any kick
back, bribe, or rebate) directly or indirectly, overtly or covertly, in 
cash (lr in kind to any person to induce such person-

;, (A) to refer an individual to a person for the furnishing or 
arranging for the furnishing of any item or service for which pay
ment· may be made in whole or in part under this title, or 

"(B) to purchase, lease, order, or arrange for or recommend 
purchasing, leasing, or ordering any ~ood, facility, service, or 
Item for which payment may be macle III whole or III part under 
this title, 

shall be guilty of fl. felony and upon conviction thereof, shaH be fined 
not more than $25, )00 or imprisoned for not more than five years, or 
both. 

"(3) Paragraphs (1) and (2) shall not aJ?ply to-
"(A) a discount or other reduction III price obtained by It pro

vieleI' of services or other entity under this title if the reduction 
in price is properly disclosed and appropriately reflected in the 
costs r lnimec1 or charges made by the provider 01: entity under this 
title; and 

"(B) any amount paid by lin employer to an employee (who 
has a bona fide ('mplovment relationship with snch employer) for 
employment in the provision of rov(,l'ed it('lllS or services. ' 

"(c) ",Vhoeyer lmowingly and willfully makes or Clluses to be made, 
01' induces 01' se('ks to indllce the mnkin:r of. any false statement or 
representation of a material fact with respect to tlle conc1itions or oper
ation of any institution or facility in order that such institution or 
facility may qualify (either upon initinl certificntion or upon reeerti
ficntion) as a hospital, skilled nursing facility, intermediate ca~e f~ci1-
ity, or home health a:rency (as those terms are employedm thIS tItle) 
shall be :ruilty of a felony and upon conviction thereof shall be fined 
not more than $25,000 or imprisoned for not more than five years, 01' 
both, 
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"( d) Who~ver knowingly and willfully-
" (1) charges, for any service provided to a patient under It 

Stat~ plan approved under this title, money or other consideration 
at a rate in excess of the rates established by the State, or 

"(2) charges, solicits, accepts, or receives, in addition to any 
amount otherwiserequil'ecl to be paid under a State plan approved 
under this title, any gUt, money, donation, or other consideration 
(other than a chantable, religious, or philanthropic contribution 
from an organization or from a person unrelated to the patient)-

"( A) as a precondition of admitting a patient to a hos
pital, skilled nursing facility, or intermediate care facility, 
or 

"(B) as a requirement for the patient's continued stay in 
such a facility, 

when the cost of the. services provided therein to the patient is 
paid for (in whole or in part) under the State plan, 

shall bt' guilty of a felony and upon conviction thereof shall be fined 
not more than $25,000 or imprisoned for not"more than five years, 01' 
both.". 

(c) SC'ction 204(a) of Public Law 94-505 (42 U.S.C. 3524) (relating 
to -anllual reports of the Health, Education, and Welfare Inspector 
GC'neral) is amended by adding at the end thereof the following sen
tences: "Such report also shall include a detailed description of the 
ras('!'; (,('felTed by the Dl'paliment of Health, Education, and ,Velfare 
to the Department of Justice during the period covered by the report, 
nn evnl nation of the performance of the Department of Justice in the 
investigation and prosecution of criminal VIolations relating to fraud 
in the programs of health insurance and medical assistance provided 
under titles XVIII and XIX of the Social Security Act, and any 
recommC'ndations with respect to improving the per.iormance of such 
nctivitiC's by the Department of Justice. Promptly, after the Inspector 
GenC'ral submits such a report; to Congress, the Attorney General 
shall report to Congress concerning the details of the disposition of 
the cases referred to the Department of Justice and described in the 
Inspector General's report.". 

(d) The amendmC'nts made by subsections (a) and (b) shall apply 
with l'C'!';pC'ct to acts occurring 'Rnd statements or represent.!ltions made 
on or nrtl'r the date of the enactment of this Act. 

. \l\mNDMENTS RELATED TO PROFESSIONAL S1'ANDARDS REVIEW 
ORGANIZA'rIONS 
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42 USC 1395, 
1396. 

Effective date. 
42 USC 1395nn 
note • 

SEC. 5. (a) Section 1152 (e) of the Social Security Act is amended 42 USC 1320c-l. 
to read as follows: 

n(c) Where the Secretary finds a Professional Standards Review 
Organization (whether deSIgnated on a. conditional basis or other
whie) to be compet~nt to perfo11n review responsibilities, the review, 
certifir.ation, and similar activities otherwise required pursuant to pro
visions of this Act (other than this part) shall not be applicable with 
respect to those proviclC'rs, suppliers, and practitioners being reviewed 
by such Professional Standards Review Organization, except to the 
extent specified 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 eligibility to or 
payment of benefits (a~ dis~inct from re~'iews and ce;rtifications made 
with l'espe('t to determmntlOns of the kmd made pursuant to para-
graphs (1) and (2) of section 1155 (a)) must be satisfied.". 42 USC 1320c-4. 

29-081 P.L. 95-142---2 
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(b) (1) Section 1154 (b) of such Act is umellded-
(A) by stl'iking out "(which IlIUY not. exceed ~4 months)" in 

the first 'sentence and inserting in Ileu thereof "~WhiCh mny not 
l'xcet'd 48 months except as provided in subsection c >."; 

(D) by inserting", in adcUtion to l'evillw of hea t~ care sl'J'vil'CH 
provided by 01' in institutions," in the fil'st sentence ufter "pel'
form'" (mel 

(0)' by strikin~ out "or or<1el'(I(1 by physicians" and all thnt 
follows throuo'h ' and ol'O'llIlizations" in the second scntence Ilnd 
inserting in li~u thcreof "by or in institutions (incl uding ancilllll'Y 
services) and, in addition, review of sllch other heulth car(l SN'V
iC(ls IlS th(l S(lcl'etnl'Y muy require", 

(2) ~ection 1154 of sl~ch Act is fUl\th~r am,ended by redesi~lUtting 
subsectIon (e) as Subsl'ctlOn (d) and by lIl~l'rhng Q,fter subsection (b) 
the i'o\lowing new :muse(ltion: 

" (l') If the Hecl\ltllry finds that an organizntion desi~natecl under 
subsection (a) has been unable to perform satisfactorIly nIl of the 
dutics and functions required under this part for reasons beyond the 
organization's ('onitrol 1 he may extend Huch organizatbn's trial period 
for an Illlditional perIOd not exceeding twenty-four months.", 

(c) (1) Section 1155 of such Act is umended-
(A) by striking out "directly or indirectly involved in" in sub

section (a) (8) (A) and inserting in lieu thereof "(lirCC'tly respon
sible for"; 

(B) by striking out "any financial" in subser.:tion (a) (6) (B) 
and insetting in lieu thereof "a significant financial"; 

(0) by inst'l,ting after subsection (f) (2) the following new 
pnmgrnph: 

"(8) Any slH'h agrel'ment with an organization undpr this paJ't mav 
h(l in the forlll of a grant or an assistance agl'epment':'; and ' 

(D) by sh'iking out subsection (g) and inserting in lieu thel'l!of 
the following 11(1"" subsection: 

"(g) (1) Where a Professional Standal'ds Review Ol'gnllizntion 
(whetll(ll' designated on a conditional basis or othel'wisl') l'equPflts 
review I'esponsii>ility with rNlpect to s('l'vices fUl'ni:;;hpd in Rhnrl'd 
hl'alth fllcilitips, the A('cl'l'tary must give priority to such request, with 
the highest priority being assigned to requests from organizat,ions 
located in nl'('ns with fmbstnntial nUmb(ll'R of sharl'd health facilities. 

"(2) 'I'll(> A(lcl'etnl',V shall l'equil'e uny Pl'ofessionnl Htllnllllrds 
Heview ()I'~nnizution which is capnb1e of exel'C'ising' revit'w I'N-lpom;i
bility with l'mipect to IlllIbulatol'Y cnre servic(ls to perf o I'll! I'eview 
responsibility ,~:ith rl'spect to such Sl'l'viCl's on und Itfter a date not 
eadier than the date the organization is designnted as n PI'of(If,'lliona] 
Atnndal'ds Review Ol'ganization (othel' thnn IliHh'I' s(l<'tion 11 M) und 
not. lat(ll' than two yeal'S after the date the organization hllfi 1)('(ln so 
ll('si/!:nawd, bnt any suC'h de,'lignatl'd Pl'ofNlsionnl Atandlll'ds Rl'view 
Organization may be approv(lc1 to pel'fol'lII sll('h l'P\'iew rl'sponsiuHity 
at any (larli(ll' time if such ol'ganization applit'S for. and is found 
capuh)e of exel'cising', such rl'sponsiuility.". . 

(2) A(lction 1101 (a) of suc.h Act is ameil<lecl hy illSl'l'ting a ftel' para
graph (8) the following new paragl'ltph: 

"(n) Th(' h'I'1ll 'flhnr(lcl Jwulth fltl'i1itv' I1ll'ltnS lilly Ilrl'ltllgem(l1t 
whl'reby- " 

'l (A) ,two or more health care pmctition(lrs prltctic(l. thpil' pro
f('ssions at a common phvsi('alloeation: 

"(B) such pl'IlrtitiOIl(ll'S share (i) common waiting ur(,IlS, (Jxam
ining rooms. tr(lntlUf'llt rooms, or oth('r 8pac(', (ii) the scr\'ires of 
Htl ppol,ti ng fltaff. OJ' (ii i) rC]u i )llntlnt : 
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"(0) such practitioners have a person (who mtty himself be II 

practitioner)-
"(i) who is in charge of, controls, mannges, 01' supervises 

substantial aspects of the arrangement or operation for the 
delivery of health or medical services at such common phy:·d
cal location, othl'l' than the direct furnishing of professional 
heliJth care services by the practitioners to their patients; or 

"(ii) who makes available to such practitioners the sel'viC('H 
of supporting staff who are not employees of SllCh practi-
tioners; . 

and who is compensated in whole or in part, for thl' use of such 
common physical location or support services pertaining thereto, 
on a basis related to amounts charged or coUected for the services 
rendered or ordered at such location or on any bltRiH clearly 
unrelated to the value of the servi?e~ provided,by the person; and 

"(D) at least one of such practltIoners recClvedJ)ayments on a 
fee-for-service basis under titles V, XVIII, an XIX in an 
amount exceeding $5,000 for auy one month during the l)l'(lceding 
12 months or in 1m aggregate amount exceeding $40,000 during 
t he preceding 12 months; 

except that such term does not include a provider of servir('s (as de
fined in section 1861(u) of this Act), n health maint(lnance organiza
tion (as d(lfined in section 1301(a) of the Public Health Servi('e Act), 
a hospital cooperative shared services organization meeting the 
l'equiI'ements of section 501 (e) of the Internal Revenue Oode of 1954, 
or any public ('ntity.". 

(d) (1) Section 1158 of such Act is amended by adding at the end 
theleof the following new subsection: 

"( c) Where a Professional Standards Review Orgllllizntion 
(whether designated on a conditional basis or otherwise) has b(len 
found rompetent by the Secretary to assume r('view responsibility with 
resp('ct to specified types of heaith care sl'rV1c<'fl OJ' sp('cificd provid(lrs 
OJ' practitioners of such services and is performing snch reviews, ilPtN'
mimlt.ioll!1 made pursuant to paragraphs (1) and (2) of section 1155 
(n) in connection with such reviews shall constitute the cOl1rlw,ivl' 
determination on those issnes (subjl'ct to sections 11im, 1171(1\) (1), 
and 1171(d)(3» for purposes of payment Unc1l'l' this Act, and no 
reviews with l'ei'lpect to those d(lt('rminationi'l shall be condurted, for 
pnrpos('s of payml'nt, by agencil's and organizations which nre patties 
to agreements entl'rl'd into by the Reeretary pursuant to section 1816, 
carriers which are parties to contracts ('nte)'cd into by the Sccretary 
pnrsnant to section 1842, or single State agl'nei('s adlllinist(lring or 
snp(lrvising the administration of State plans approved under title 
XIX.". 

(2) (A) Section 1152 (b) (2) or such Act is am(lnded by sll'iJdn~ out 
"submitt('cl to him by the association, ag('ney, 01' orgailization" and 
inserting in liNl th(,l''eof "which shall he den:lop(I(l and sublllittNl by 
the assoeiation, ageney, or organization in accorc1ancl' with :"ubs(I('-
Hon (h)". . 

(n) Section 1152 of such Act is further amend(lcl by ndding at the 
(lnll t]wreof the following new subsl'ction: . 

"(h) (i ~ Durin~ the developm('nt and pr('paration by an organ iza· 
tion of its fO'rJll.al plnn under subsection (b) (2) or of IInv Illodifica
tion of sueh plnn ~4!. include 1'(lvi('w of Sl'1'vir(lS in sldll"('(l nlll'Rin.!!; 
facilit1(1s (as d~fined m'S('rtion 1861 (j) oT' int(,T'med iate car(' fncil itles 
(as dcfin('d in section 1005'(~) 01' I'('vie", of ambulatol'v CI11'1' sCl'vice::;, 
the organization shal1 commlt Wi-Ql thl' single Statl' ageilC'.Y l'(lf;POllRihlp. 

42 USC 701, 
1395,1396. 

42 USC 1395. 
42 USC 300e. 

26 USC 501. 

Claim pay.ments 
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42 USC 1396dl. 
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for administering or supervising the administration of the Slate plan 
approved under title XIX for the State in which the organization is 
located. 

"(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. ' 

"(3) The Secretary, before making the findings dcscribed in sub
section (b) (2) or a finding regarding the organbation's capability to 
perform review of such services (as the case may be), shall consIder 
any such comments submitted to him by such Governor befom 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). 

"( 4) If, after considering such comments, the Secretary intends to 
make findings which are ad verse to such comments, the Secretary shall 
provide the Governor making such comments with the opportunity to 
submit additional evidence and comments on such intended findings 
during a period of not less than thirty days ending before t.he findings 
became effective.". 

(0) Section 1154 of such Act (as amended by subsection (b) (2) of 
this section) is further amended by adding after subsection (d) the 
following new subsection: . 

"( e) In determining whether an organization designated on a con
ditional basis as the Professional Standards Review Organization for 
any area is substantially carrying out its duties in a satisfactory man
ner and should be considered a qualified or~anization, th~, Secretary 
shall follow the procedures specified in sectIOn 1152(h) (concerning 
the Secretary's consideration of comments of the Governor of the State 
in which the organization is located) .". 

(D) Part B of title XI of such Act is amended by adding after sec. 
tion 1170 the following new section: 

"ME!tIORANDUI\IS OF UNDERSTANDING; I"EDERAL-STATE RELATIONS 
GENEUALLY 

"SE~. 1171. (a) (1) Except as provided in paragraph (2), no deter
mination made by a Professional Standards Review Organization 
pursuant to paragraphs (1) and (2) of section 1155 (a) in connection 
with reviews shall constitute conclusive determinations under section 
1158(c) for purposes of payment under title XIX, unless such orga
nizatlOn has entered into a memorandum of understanding, approved 
by the Secretary, with the single State agency re~onsible for admin
istering or supervising the administration of'the State plan approved 
under title XIX for the Stato in which the organization is located 
(hereinafter in this section referred to as the 'State agency') for the 
I>urpose of delineating the relationship between the organization and 
the State aO'ency and of providing for the exchange of data or infor
mation, and for administrative procedures, coordination mechanisms] 
und modification of the memol'andum ll,t any time that additional 
responsibility for review by the organization is authorized by the 
Secret111'Y. 

"(2) The rcquirement of pUlragraph (1) may be waived by the 
Secretary if (A) the State agency indicates to the Secretary that it 
does not' wish to enter into a mE!Inorandum of understanding with the 
organization involved, or (B) the Secretary finds that the State agency 
has refused to negotiate in good faith or in a timely manner with the 
organization involved. 
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"(b) (1) Th(', StaLe aO'ency may rNlu('st a Pl'ofessional Standards 
Revi('\\" Or~anization ,,!j'lich is entering into such a memornndum of 
und(,l'stuIHlmg" with the agency to include in the memorandum a 
speciflcut ion o'f review goals or methods (adllitional to any such goals 
or met hods contained in the organization's formal plan) for the per
formance of the organization's duties and functions under this part. 

"(~) If the agency and the organi:mtion ('annot reach agreement 
" regarding the inelusion of any such rec]lI(,f'trd specification, the Secre
tary shall review such specification and slHlll require that the specifi
cation be included in the m(,lllorandum to the extent that the Secretary 
deterlllilws that stich specification of goals or methods (A) is con
sistent with the fUllctions of the organization under this part and with 
the provisions of title XIX and the State's plan approved under such 
title, and (B) do('s not seriously impact on the effectiveness and uni
formity of the organization's review of health care services paid for 
under tilleXVIII and title XIX of this Act. 

"( e) Notwithstanding any other provision of this Act, the State 
agc!1ey may contmet with any Professional Standards Review Orga
lllzation loctlted in the State for the performance of re\'lew responsi
bilities in addition to those performed pursuant to this part (and the 
cost of performance of s11ch additional r('sponsibilities is reimburs
able as an expenEe of the State agency under section 1903(0.» if-

"(1) the State agency formally requests the performance of 
such additional responsibilities, and 

"(2) the performance of such additional responsibilities is not 
inconsistent with this part and is provided for in an amendment 
to the State's plan which is approved by the Secretary uncleI' 
title XIX. 

"( d) (1) Each State agency may monitor the performance of review 
responsibllities by Professional Standards Review Organizations 
located within the State, in accordance with a State monitoring I?lan 
which is developed after review and comment by such organizatIOns 
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 agency under section 1903 (a). 

"(2) A monitoring plan developed and approved under paragraph 
(1) may include a specification of performance criteria for jUdging 
the effectiveness of the review performance of the Professional Stand
ards Re,view Organizat.ions. If t.he State agency and the Brofessional 
Standards Rede;w Organizat.ions cannot reach agreement regarding 
such critl'l'ia, the Secretary shall assist the agency and orgalllzations 
in resolving the matteI'S in dispute. 

"(3) (A) Whent>ver a State agency monitoring the performance of 
review responsibilities by a Professional Standards Review Organiza
tion under' a plan developed and approved under paragraph (1) sub
mit.s to the Secretary ,reasonable documentation that the review 
determinations of such organization have caused an unreasonable and 
detrimental impact on total State expenditures under title XIX and on 
the appl'Opriat(,llcss of care received by individuals under the State's 
plan approved under such title, and requests the Secretary to act, the 
Secretary shall, within thirty days from the date of receipt of the docu
mentation, make a determination as to the reasonableness of the allega
tion by the State agency. If the Secretary determines that the review 
determinations of such organization have caused an unreasonable and 
detrimental impact on total State expenditlll'es under title XIX and 
on the appropriateness of care received bv indi vidnals under the State's 
plan approved under such title, unless the Secretary determines that 
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tho ol'l;{anization has taken appropriate corrective action, he shaH 
immedIately suspend such organization's authority in whole 01' in part 
under section 1158(c) to make concludve determinations for purposes 
of payment under title XIX (and he may suspend such authority for 
purposes of payment under tiltle XVIII) until he (i) reevaluates such 
organization's performance of the responsibilities invol"ed and deter
mines that such performance does not have such ullreasonable llnd 
detrimental impact, or (ii) determines that the organization has taken 
appropriate corrective action. Any determination made by the Secre
tary under this subparagraph shall be final and shan not he suhject to 
judicial review. 

"(B) The Secretary shall notify the State agency submitting such 
documentation, and the organization involved, in writing, of his deter
mination, any sllb~eq1H'nt actions taken, and the basis thereof, and shaH 
notify the approprjate committees of the United States House of Uep
resentatives and the Senate of any such documentation suhmitted and 
the actions taken. 

"( e) (1) The Secretary shall in a timely manner establish proc('dures 
:tnd mechanisms to govern hisl'ela.tionships with State agencies under 
this pa l't ( specifically including his 'relationshi ps with such ag(,llcies in 
connection with their respective functions under the precl'ding provi
sions of this section). Such mechanisms shall include periodic consul
tation by the Secretary with State agl'ncy reprl'sl'll.tatives and 
representatives of Professional Standards Redew Organizations 
rl.'garwng relationships between such agencies and such organizations 
(including the apPl'opriate exchange of data and information between 
such agencil.'s and such organizations) llnd other problems of mutual 
concern, and such procedures shall permit the State agency to be 1'epre
sl'lIted on any project assessments conducted by the Secretary with 
respect to It Profm;;sionnl Standards Revil.'w Organization located 
within its State. 

"(2) Each Professional Standards Review Organization shall pro
vide to the State agency for the State in which it is located, upon 
l'equest, data or information which the Secretary requires such organi
zations to rl.'pol't to him routinely on a periodic basis, and snch otht'l' 
data or information as the Secretary authorizes to be disclosed.". 

(~) (A) Section 1155 (e) (1) of such Act is amended by striking out 
"of a hospital 01' other operating health care facility 01' organization" 
and ins('rting- in lieu thereof "of a hospital (including any skilled 
nursing facility, as defined in section 1861(j), 01' intermediate care 
facility, as defined in section 1905(c), which is also a part of such 
hospital) or other opel'Uting health care facility 01' OJ'ganization 
(ot)1t'I'.than Huch a skilled n~ll'Sing facility 01' intermediate carc facility 
Wl11Ch IS not a part of a hosplt!lll)". 

(B) Sf'Ction 1155(a) of such Act is amended-
(i) by insprting "(ex('{'pt as provided in paragraph (1))" in 

pamgraph (1) a.ftel' "institutional and noninstitutional providers 
of health care services"; and 

(ii) by inserting aftt'\' pal'figraph (6) HII.' following new 
paragraph: 

"(7) (A) Except as provided in subparagraph (B), a, Profeso;;ional 
~:-;tanclards Revil.'w Organization located in a State has the function 
and duty to assn me responsibility for the review nnder paragraph (1) 
of professional activities in intermediat(' care faciIitil.'s (as defined in 
:'il'ction 1905 (c» and in public institutions for the mentally retarded 
(d('scribed in section 1905(d) (1» only if (i) the Secretary finds, on 
the basis of such documelltdion as he may requir(' from tll(' Rtat(', that 

1 



I . 
PUBLIC LAW 95-142-0cr. 25, 1977 

the single State agency which administers or supervises the adminis
tration of th., State plan approved under title XIX for that State is not 
performing effedive review of the quality and necessity of health care 
services provided in such facilities and institutions, or (ii) the State 
re~uests such organization to assume such responsibility. 

(B) A Professional Standards Review Organization located in 
a StaVc; has the function and duty to assume responsibility for the 
review under paragraph (1) of professional actidties in intermediate 
care facilities in the State that are also skilled nursing facilities (as 
defined in section 1861 (j) ), to the extent that the Secretary finds 
that the performance of such function by the single State age~cy 
(described in subparagraph (A» for that State is inefficient.". 

(e) Section 1160 (b) (1) of such Act is amended by striking out 
"practitioncr 01' provider" and inserting in lieu thereof "health care 
practitioner or hospital, or other health care facility, agency, or orga
nization" each time it a.l?pears therein. 

~f) Section 1163(a) (2) of such Act is amended to read as follows: 
, (2) Members of the Council shall be appointed for a term of three 

years, except that the Secretary may provide, in the case of any terms 
scheduled to expire after January 1, 19i8, for such shorter terms as 
will ensure that (on a, continuing hasis) the terms of no more than 
four members expire in any year. :Members of the Council shall be 
eligible for reappointment.". 

(g) Section 1163 of such Act is amended by striking out subsection 
(f). 

(h) Section 1166 of such Act is amended-
(1) by striking out "or (2)" in subsection (a) and inserting 

in lieu thereof" (2)'" 
(2) by inserting th~ following immediately before the period 

at the end of subsection (a) : ", or (3) in accordance with subsec-
tion (b)"j , 

(3) by redesi{Plating subsection (b) as subsection (c) j 
(4) by insertlllg the following new subsection immediately a,fter 

subsection (a) j 
"(b) A Professional Standards Reyiew Organization shall provide 

in accordance with procedul'tls established by the Secretary, data and 
information-

"(1) to assist Federal and State agencies recognized by the 
Secretary as having responsibility for identifying and investi
g-ating cases or patterns or fraud or abuse, which data. alld 
information shall be provided by such org-anization to such 
agencies at the request of such agencies at the discretion of snch 
Organization on the basis or its findings with respect to evidence 
of fraud or abuse; and 

"(2) to assist the Secretary, and such Federal and State agC'n
cies recognized by the Secretary as having health planning or 
related responsibilities under Federal or State law (including 
health s'yste~ns agencies a!ld State health :planning and develop
ment agell(!Ies), m carrymg out approprIate health care plan
ning and related activities, which data and information shall be 
provided in such format and manner as may be prescribed by the 
St'cretary or agreed upon by the responsible Federal and State 
agencies and such Organization, and shall be in the form of 
aggregate statistical data (without identifying any indh'idllal) 
on It geographic, institutional, or othC'l' basis reflecting the voI
umo and frequency of services furnished, as well as the demo
g-raphic characterist.ics of the population subject to review by 
such Organization. 
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The penalty provid~d in subsection (c) shall not apply to the disclo
sure of miy duta and informution received under this subsection, 
except that such penalt.y shall aptJly to the disclosure (by the agency 
receiving such data and informatlOn) of any such data and informa
tion described in paragraph (1) unless such disclosure is made in a 
judicial, ac1ministrntiyl', or otlll'r formal legal proceeding resulting 
fl'Olll an illv~stigatioll conducted by the agency receiving the data and 
information."; ann 

(5) by ins~rting after subsection (c) (as so redesignated) the 
fol10wilig new subsl'ction: 

"( d) No patient l'l'cord in the possession of a Professional Stand
II nls H~view Or~aJlizati()n. a Statewide Professional Standil rds 
Hl'vil'w Council. or the National Professional Standards Review 
('ollncil shall be subject to s\1bp~na 01' discovery proceedings in a civil 
action.". 

(i) Seetion 1167 of sllch Act is amended by adding the following 
nl'w suhsl'ction at the end thereof: 

"( d) The Secretary shall make payment to a Professional Standards 
Rl'view Organizatioil, wheth~r conditionally designated or flua]~fied, 
or to any member or employee thereof, or to any person who furmshes 
le.gal cOllnsl'l 01' services to such organization, in 'Un amount equal to 
the l'eas.onable amount of the expenses incurred, as determined by 
tIll' S(>cr(>tary, in connl'ction with the defense of any suit, action, or 
proc(>eding brought against such organization, member, or employee 
r('lated to the performance of any duty or function of such organiza
tion. m(>mbt'r, or employee. (as described in section 1155).". 

(j) Section 1168 of such Act is amended by adding at the end thereof 
the' following new sentence: "The Secretary ohall make payments to 
Profpssional Standards Review Or~anizations (whether designated 
on a conditional basis or otherwise) from funds described in tIl(' first 
sentence of this sect.ion (without any re<luirement for the contribution 
of funds by any State or political'subdivision thereof) for expenses 
Jncllrred in the pl'rformance of duties by such Orgnizations.". 

(k) Part B of title XI of such Act '(as amended by subsection (d) 
(2) (D) of this s(>ction) is further amended by adding after section 
1171 the following new section: . 

"ANNUAL REPORTS 

"SEC. 1172. The Secretary shall submit to the Congress not later 
than April 1, 1978, and not later than April 1 of each year thereafter, 
a full and complete report on the administration, impact, and cost of 
the progrntl1 under this part during the preceding fiscal year, including 
data and information on-

"(1) the number, status (conditional or otherwise), and service 
areas of, and review methodologies employed by, aJ.1 Professional 
Standards Review Organizations participating in the program; 

"(2) the number of health care institutions and practitIOners 
whose services are subject to review by Professional Standards 
Review Organizations, and the number of beneficiaries and reciJ.l
ients who received services subject to such review during such 
year; 

"(3) the imposition of penalties and sanctions under this title 
for violations of law and for failure to comply with t.he obliga
tions imposed by this part; 

"(4) the total costs incurred under titles V, XI, XVIII, and 
XIX of this Act in the implementation and operation of all pro-
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cedures required by such titles for the review of set'vices to deter
mine their medical necessity, appropriateness of use, and quality; 

"(5) changes in utilization rates and patterns, and chan~es in 
medical procedures and practices, attributable to the activities of 
Proft'ssional Standards Heview Organizations; 

"( 6) the results of program evaluation activities, including the 
opemtion of data colIt'ction systems and the status of Profes
sional Standards Ueview Organization data policy and imple
mentation; 

"(7) the extent to which Professional Standards Review Orga
nizations art' performing' reviews of services for other govern
mental 01' private health lllsurance programs; and 

"(8) recommendations for legislative changes.". 
(1) (1) Title XI of such Act (as amended by subsections (d) (2) (D) 

and (k) of this section) is furtht'r aml'nded by adding after section 
1172 the fo]]owing new section: 

"MEDICAL OFFIOERS IN AMERIOAN SAMOA, THE NORTHERN MARIANA 
J;SLANDS, AND THE TRUST TERIUTORY OF THE PACIFIC ISLANDS TO BE 
INOT,UDED lN THE PROF}:SSTONAI, STANDARDS REVIEW PROGRAM 

91 STAT~ 1191 

Ante, p. 1190. 

"SEC. 1173. For purposes of applying this part (except sections 42 USC 
1155( c) and 1163) to American Samoa, the Northern Mariana Islands, 1320c-22. 
and the Trust Territory of the Pacific Islands, individuals licensed to 42 USC 1320c-4, 
practice medicine in those places shall be considered to be physicians 1320c-12. 
and doctors of medicine.". 

(2) The second selltencl~ of section 1101 (a) (1) of such Act, is 42 USC 1301. 
amended by inserting "and in part B of this title" after "title V". 

(m) Section 1861(w) (2) of such Act is amended by inserting "part 4·2 USC 1395x. 
R of this title or under" immediately after "entitled to have payment 
made for such services under". 

(n) Section 1167 of such Act is amended- 42 USC 
(1) by insertin~ "or to any Statewide Professional Standards 1320c-16. 

Review Council" m subsection (a) after "Professional Standards 
Heview Organization"; 

(2) by inserting "01' such Council" in subst'ction (a) after "such 
Organization" ; 

(3) by inserting "or of any Statewide Professional Standards 
Revit'w Council" in subsection (b) (1) after "Professional Stand
ards Review Organization" ; 

(4) by inserting "or council" in subsection (b) (1) after 
"orO'anization" ; 

(5) by insertillg "or of Statewide Professional Standards 
Review 'Councils" in subsection (b) (1) after "Review Organiza
tions"; and 

(6) by inst'rting "AND STATEWIDE PROFESSIONAl. S'l'ANDARDS REVIEW 
COUNCILS" in the heading of tll(> section after "PROF}]SSIONAY, STAND
ARDS REVIEW ORGANIZATIONS". 

(0) (1) Section 1152(b) (1) (A) of such Act is amended by striking 42 USCI320c-l. 
aut "subsection (c) (i)" and inserting in lieu thereof "subsection 
(c) (1)". 

(2) Section 1155(0,) (1) of such Act is amended by striking out 42 USC 1320c-4. 
"(subject to the provisions of subsection (g»" in the matt£'r pl't'ced-
ing subparagraph (A). 

(3) Section 1160(b) (1) of such Act is amended by inserting "or" Ante,11.1Hl9. 
niter "permanent.ly" in the matter fonowing subparagraph (B). 
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42 USC 13201>-4. (p) Section 1155 (a) (5) of such Act is amended by striking out all 
.that follows "Professional Standards Review Organization" and 
inserting in lieu thereof a period. 

Ante, p. 1177. 
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ISSUANOE OF SUBPENAS BY COMPTROLLER GENERAL 

SEO. 6. Part A of title XI of the Social Security Act is amended 
by inserting after section 1124 (added by section 3 ( a) of this Act) 
the following new section: 

"ISSUANCE OIl' SUBPENAS BY OOl'<[l'TROLLER GENERAL 

"SEfl. 1125. (a) For the purpose of any audit, investigation, exam
ination, analysis, review, evaluation, or other function a;uthorized by 
law with respect to any program authorized under this Act, the Comp
troller General of the United Stutes shall have power to sign and issue 
subpenas to any person requiring the production of any ~ertinent 
books, records, documents, or other information. Subpenas so Issued by 
the Comptroller General shall be served by a;nyone authorized by him 
(1) by delivHring a copy thereof to the person named therein, or (2) 
by r~gistered mail or by certified mail addressed to such person at his 
last dwelling place or principal pluce of businef;s. A verified return 
by the person so serving the subpena setting forth the manner of 
service, or, in the case of service by registered mail or by certified mail, 
the return ,post office lreCeipt therefor signed by the person so served, 
shaH be proof of serviC<'. 

tI(b) In (~ase of contumacy by, or re'msal to obey a subpena issu.ed 
rursuant to! subsection (a) of this section and duly served upon, any 
person, any district court of the United Stutes for the judicial d.istrict 
m which silch person charged with contumacy 0'1' refusal to obey is 
found or resides or transacts 'business, upon application by the Comp
troller General, shall have jurisdiction to issue an order reguiring such 
person to produce the books, records, documents, or other mformation 
sll>ught by the subpena; and any failure to obey such order of the court 
may be punished by the court as a contempt thereof. In proceedings 
brought under this subsection, the Comptroller General shall be repre
sented by attorneys employed in the General Accounting Office or bY' 
counsel whom he may employ without regard to the provisions of 
title 5, United States Code, governing appointments in the competitive 
service, and the provisions of chapter 51 and subchapters III and VI 
of chapter 53 of such title, relating to classification and Genera.! 
Schedule pay rates. 

" ( c ) No personal medical record in the possession of the General 
Accounting Office shall 'be subject to subpena or discovery proceedings 
in a civil action.". 

SUSPENSION OF PRAOTlTIONERS OONVIOTED OF :MEDIOARE- OR MEDIOAID
RELATFJ> ORIMES 

SEC. 7. (a) Section 1862 of the Social Security Act is amended by 
adding at the end thereof the following new subse'ction: 

"(e) (1) Whenever th\~ Secretary determines that a physician or 
other individual practitioJ.ler hus been convicted (on or after the date 
of the enactment of this ~;ubsection, or within such period prior to that 
date as the Secretary shall specify in regulations) of a criminal offense 
~lated to such phy,sician113 or practitioner's in volvement in the pro
grams under this tItle 01' the program under title XIX, the Secretary 

L-______________________________________ _ 
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shall suspend such physician or practitioner from participation in the 
program under this title for such period as he may deem appropriate; 
and no payment may be made under this title with rE',spect to any item 
or service furnished by such physician or practitioner during the 
~riod of such suspension. The provisions of paragraphs (2) and 
,(3) of subsection (d) shall apply with respect to determinations made 
by the Secretary under this subsection. 

"(2) In any case where the Secretary under paragraph (1) suspends 
any physician or other individual practitioner from participation in 
the program under this title, he sho11-

"(A) promptly notify each single State agency which admin
isters or !;:upl'rvises the admini~t.ration of It State plan approved 
under title XIX of the fact, circumstances, and period of such 
sllspension; and 

"(R) 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 
suah suspension, request that appropriate investigations be made 
and sanctions invoked in accordance with applicable State law 
and policy, and requcst that such State or locnl agency or author
ity keep the Secretary and the Inspector General of the Depart
ment 0.£ Health, Education, and Welfare fully and currently 
informed with respect to any actions taken in response to such 
request.". 

(b) Section 1902(a) of such Act (as amended by section 2(b) and 
3 (c) ofthis Act) is amended-

(1) by striking out "and" at the end of paragraph (37) . 
(2) by strildn~ out the period at the end of pa.ragraph (38) 

and inserting in heu thereof" ; and" ; and 
(3) by inserting after paragraph (38) the following new 

paragraph: 
"(39) provide thftt, subject to subsection (g), whenever the 

single State a~ency which administers or superVIses the adminis
tration of the i:::itate· plan is notified by the Secretary under section 
1862(e) (2) (A) that a physician or other individual practitioner 
haE! been suspended from participation in the program under title 
XVIII, the agency shall promptly suspend~ such physician or 
practitioner from participation ill the plan for not less than the 
period specified in such notice, and no payment may be made 
under the plan with respect to any item or service furnished by 
such physician or practitioner during the period of the suspension 
under this title.". 

(c) Section 1902 of such Act is amended by adding after subsection 
(flc the following new subsection: 

'(g) The Secretary may waive suspension under subsection (a) (39) 
of a physician's or practitioner's partici~ation in a State plan 
approved under this title and of the prohibitIOn under such subseCtion 
of payment for any item or service furnished by him during the period 
of such suspension, if the single State agency which administers or 
supervises the administration of the plan submits a request to the 
Secretary for such waiver and if the Secretary approves such request.". 

(d) Section 332 (c) of the Public Health Service Act (relating to 
considerations in the designation of health man~ower shortage areas) 
is amended by inserting after paragraph (2) the following new 
pnrngrn J.}h : 
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"(3) The extent to which individuals who are (A) residents 
of the area, members of the population group, or patients in the 
medical facility or other public facility under consideration for 
desi~nation~ and (B) entitled to have payment made for medical 
serVlCes under tit.le XVIII or XIX of the Social Security Act, 
cannot obtain snuh services because of suspension of physicians 
from the programs under such titles.". 

(e) (1) The amendment made by subsection (d) shall apply with 
respect to determinations and designations made on and after the date 
of the enactment of this Act. 

(2) The amendment made by subsection (b) shall become effective 
on January 1, 1978. 

DISCLOSURE BY PROVIDERS OF OWNERS AND CERTAIN OTJlIm INDIVIDUALS 
CONVICTED OF CERTAIN OFFJoJNSES 

SEC. 8. (a) Part A of title XI of the Social Security Act is amended 
by inserting after section 1125 (added by section 6 of this Act) the 
following new section: • 

"DISCLOSURE BY INSTITUTIONS, ORGANIZATIONS, AND AGENCIES OF OWNERS 
AND CERTAIN OTHER INDIVIDUALS WHO HAVE BEEN CONVICTED OF CER
TAIN' OFFENSES 

"SEO. 1126. (a) As a condition of participation in or certification 
or recertification under the programs established by titles XVIII, 
XIX, and XX, any hospital, nursing facility, or other institution, 
organization, or agency shall be requirpd to disclose to the Secretary 
or to the appropriate State agency the name of any person who-

"(1) has a direct 01 indirect ownership 01' control interest of 5 
percent or more in such institution, organization, or agency or is 
an officer, director, agent, or managing employee (as defined in 
subsection (b» of such institution, orgUl.ization, or agency, and 

"(2) has bl'en convicted (on or after the date of the enactment 
of this section, or within such period prior to that date as the Sec
retnry shall specify in regulations) of a criminal offense related 
to the involvement of such person in any of snch programs. 

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 su('h participation, certification, or 
recertification whieh disc.1oses the name of finy such person, and shall 
notify the Inspector General of the action taken with respect to such 
aPJ>lication or requ('st. 

'(b) For the purposes of this section, the t~rm 'managing employee' 
means, with respect to an institution, ol'tranization, or agency, an indi
vidual, including a general manager, business manager, administrator, 
and director, wno exercises operat ional or managerial control over the 
institution, organization, or ageney, or who directly or indirectly con
ducts tlll' day-to-day operations of the institution, organization, or 
agency.". 

(b) (1) Sprtion1866 (a) of such Act is amended by adding at the end 
thereof tht'. following npw paragraph: 

"( 3) Th('. Secretl1ry may refuse to enter into or renew an agreement 
under this section with [\, provider of services if any person who has a 
direct or indirect oWll('rship or control interest of 5 percent or more in 
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such provider, or who is an officer, director, agent, 01' managing 
employee (as defined in section 1126(b» of such provider, IS It person Ante, p. 1194. 
described in section 1126 (a) .". 

(2) Section 1866(b) (2) of such Act is amended by inserting before 42 USC 1395cc. 
the period at the end thereof the following: ", or (G) that such pro~ 
vider (at the time the agreement was entered into) dId not fully and 
accurately make any disclosure required of it by section 1126(a)". 

(c) Section 1903 of such Act is amended by adding after subsection 42 USC 1396b. 
(m) the following new subsection: 

"(n) The State agency mlty refuse to enter into any contract or 
agreement with a hospital, nursing home, or other institiltion, organi~ 
zation, or agency for purposes of participation under the State plan, 
or otherwise to approve an institution, organization, 01' agency for 
such purposes, if any person, who has a direct or indirect ownership 
or control interest of 5 percent or more in such institution, organiza~ 
tion or agency, or who is an officer, director, agent, or managing 
empioyee (as defined in section 1126 (b) of such institution) organi~ Ante, p. 1194. 
zatlOn, or a~ency, is a person described. in section 1126(a.) \ whether 
or not such mstitution, organization, or agency has in effect. an agree~ 
ment entered into with the Secretary pursuant to section 1866 or is Supra. 
subject to a suspension of payment order issued under subsection (j) 
of this section); and, notwithstanding any other provision of this 
section, the State agency may terminate imy such contract, agree~ 
ment, or ap:proval if it determines that the institution, organization, 
or agency dId not fully and Il'ccurately make any disclosure required 
of it by section 1126(a) at the time such contract or agreement was 
entered into or such approval was fYiven.". 

(d) Section 2002(a) of such Act (as amended by section 3(d) of 
this Act) is further amended by adding at the end thereof the fol~ Ante, p. 1179. 
lowing new paragraph: 

"(16) Any State may refuse to enter into a con~ract{ 'other arrange~ 
ment with a provider 'of services for purposes of participation under 
the program established by this title, or otherwise to approve a pro~ 
videI' for such purposes, if any person who has a direct or indirect 
ownership or control interest of 5 percent or more in such provider, 
or who is an officer, director, agent, or managing employee (as defined 
in section 1126(b» of such provider, is a person described in section Ante, p. 1194. 
1126 (a), and the State may terminate any such contract, arrangement, 
or approval if it determines that the provider did not. fully lind accu~ 
rat ely moke any disclosure required of it by section 112G(a) at the 
time the contract or arrangement was entered into or the approval 
was given.". 

(e) The amendments made by this section shall apply with respect Effective date. 
to contracts, 'agreements, and arrangements entered into and approv~ 42 USC 1320a-5 
nls given pursuant to applications or requests made on and after the note. 
first day of the fourth month beginning after the date of the enact~ 
ment of this Act. 

FEDERAL ACCESS TO RECORDS 

SEC. 9. Section 1902(a) (27) (D) of the Social Security Act is 42 USC 1396a. 
amended by inserting "or the Secretary" after "State agency" ('ach 
place it appears. 

CLAIMS PROCESSING AND INFORMATION RETRIEVAL SYSTEMS FOR l\IEDICAID 
PROGRAMS 

SEC. 10. (a) Section 1903(a) (3) (D) of the Social Security Act is 42 USC 1396b. 
amended by striking out "notice to each individual who is furnished 
services covered by the plan of the specific services so covered" and 
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ins~~,ting in lieu thereof "notice to each. im.li:riduul. who is fUl'nished 
serVIces covered by the plan, or to each mdIvldual In a sat;nple gr?up 
of individuals who are furnished such services. of th(' Sl)('clfic f'el'Vlces 
(other than confidential services) so covered". 

(b) The amendment made by subsection (a) shall apply with respect 
to calendar 'luarters beginning after tlw date of tIl(' ellllctlll('llt of this 
Act. 

nEs'mICTION ON FImERAL :l\IEDlCAID PAYMENTS; ASSlONlIIEN'f OF R1011'fS 
OP PAYlIIENT; I~CENTIV}~ PAY1l1EN'fS 

SEC. 11. (a) Section 1903 of the Social Security Act iR nmended by" 
ndding after subsection (n) (added by section 8(c) of this Act) the 
following new subsections: 

"( 0) N otwithstallding the preceding provisions of this section, no 
payment shall be made to a State under the pfeceding provisions of 
this section for expenditures for medical assistance provided for an 
individual under 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 assistancr btit for a provi
sion of its insurance contract which has the effect or ]jmitin~ or exclud
ing such obligation because the individual is eligible for or IS provided 
medical assistance under the plan. 

"(p) (1) When a political subdivision of a State makes, for the 
State of which it is a political subdivision, or one State makes, for 
Itnother State, the enforcement and collection of rights of support or 
payment assigned under section 1912, pursuant to a cooperative 
arrangement under such section (either within or outside of such 
State), there shall be paid to such political subdivision or such other 
State from amounts which would otherwise l'eJ?resent the Federal 
share of payments for medical assistance prOVIded to the eligible 
individuals on whose behalf such enforcemrnt and collection was made, 
an amount equal to 15 percent of any amount collpded which is attrib
utable to such rights of ;;upport or payment. 

"(2) Whrre more than one jurisdiction is involved in such enforce
ment 01: collection, the amount of the incentive payment determined 
under paragraph (1) shall be allocated among the jurisdictions in II. 
manner to be prescribed by the Secretary.". 

(b) Title XIX of the Social Security Act is amended by adding at 
the end thereof the following new section: 

"ASSIGNlIIENT OF UIGHTS OF PAYlIH:NT 

42 USC 1396k. "SEC. 1912. (a) For the purpose of assisting- in the collect.ion of 
medical support payments and other payments for medical care owed 
to recipients of medical assistance und£'r the State plan approved 
under this title, a State plan for medical assistanc£' muy-

"(1) provide that as a condition of eligibility lor medical 
Itssist~nce under the State plan to an individllal who hns the Ipgal 
capaCIty to execute an aSSIgnment for himself, the individuaf is 
required-

"(A) to assign the State any rights, of the in<liddunl or 
of any other person who is eligiblt' fol' 11Iedi('uJ. uRsiRhmce 
under this title and on whose behalf the individual has the 
legal authority to execute an assignment of such rights, to 
support (i'pecified as supJ?ort for the purpose of medical care 
by a court or aclministrntIve order) and to payment for medi
cal care from any third party j and 
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"CB) to cooperate with ,tho State (i) in establishing tho 
paternity of such pet'son (referred tn in subparagraph (A» 
If the person is a child born out of wetBock, and (ii) in obtain
ing support and payments (described in subparagraph (A) 
for himself and for such pCl'son, unless (in either Cil.HO) the 
individual is found to have zood cause for refusing to coop
crate as determined by the ;::;tate agency in accordance with 
standards prescribed by the Secretary, which standards shall 
take into consideration the best interests of the individuais 
involved i and . 

"(2) prOVIde for entering into cooperative arrangements 
(including financial arrangements), with any appropriate agenr.y 
of any State (including, with respect to the enforcement and 
collection of l'i<rhts of payment for medical care by or throngh a 
parent, wi:th a State's agency established or designated under sec
tion 454(3» and with appropriate courts and law enforcemE'nt 
officIals, to assist the agency or agencies administering the State 
plan'vith respect to (A) the enforcement and collection of rights 
to su'pport or payment assigned under this section and (B) any 
other maitters of common concern. 

"(b) Such part of any amount collected by the State nnder all 
assignment made under the provisions of this section shall be retained 
by the State as is necessary to reimburse it for medical assistance pay
ments made on behalf of an individual with respect to whom such 
assignment was executed (with appropriate l~ilimbursement of tho 
Federal Government to the extent of its participation in the financing 
of such medical assistance), and the remainder of such amount col
leoted shall be paid to such individual.". 

(c) The amendment made by subsection (a) shall !'.pply with respect 
to medi<>al assistance provided, under a State plan approved nnder 
title XIX of the Social Security Act, on and after January 1, 1978. 

STUDY AND REVIEW OF :J')IEDWARE CLAUtS PROCESSING 

SEC. 12. The Comptroller Gbueral of the l}nited States shall con
duct a comprehensive study and review of the administrative struct.uro 
established for the processmg of claims under.- title XVIII of the Social 
Security Act, for the purpose of determining whether and to what 
extent more efficient claims administration under such title con ld ba 
achi~ved-

(1) by, reducing the number of participating intermediaries 
and carrIers' 

(2) by maldng- a sin~le organization responsible for the proc
essing or claims, under lJoth part A and part B of. such title, in It 
particu.lar geogra phic area; 

(3) by providing for ·the performance of claims processing 
functions on the basis of a prospective fixed price; 

(4) by providing incentive payments for the most cfficimlt 
organizations i or 

(5) by other modifications in such structure and relater! pro-
cedures. 

The Comptroller General shall submit to the Congress no later than 
July 1, 1979, a complete report setting forth the results of such study 
Itnd review, :together with his findings and his recommendations with 
relSpect thereto. 

ABOLITION OF PROGRAM REVIEW 'I'EAMS UNDER MEDICARE 
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SEC. 13. (a) Section 1862(d) ofthe Social Security Act is amended 42 USC 1395y. 
by striking out paragraph (4). 
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(bl (1) ::;ection 1862(d) (1) (B) of snch Act is amended by striking 
out' , with the concurrence of the ap~ropriate program review team 
appointed pnrsuant to paragraph (4), '. 

(2) Section 1862 ( d) (1) (C) of such Act is amended to read as 
follows: 

"(C) has furnished serviccs or supplies which are determined 
by the S('cretnry, on the basis of reports transmitted to him in 
accordance with section 1157 of this Act (or. in the abscnce of any 
such rcport, on the basis of such data as he acquires in the admin
ist.ration of the program lUl(l('1' this title), to be substantially in 
excess of the nel'ds of individuals or to be of a quality which fails 
to n1£'l't pl'of('ssionally recognized standards of health carc,.". 

(3) Clause (F) of section 1866(b) (2) of such Act is amended to 
I'cad as follows: "(Ii') that such provider has furnished services or 
supplies whirh are d('t(>rmined by the. Slwretary to be substantially in 
(lxcess of the needs of individuals or to be of a quality which fails to 
meet professiollally recognized standards of health care.". 

(4) Section 1157 of such Act is amended by striking out the lust 
Sl'ntence. 

(c) The amendments made by this section shall take effect on the 
nate of the enactment of this Act. 

AlIIENDlIIENTS REM!l'ING '1'0 FISCAL INTER:r.IEDIARIES 

SEC. 14. (a) Section 1816 of the Social Security Act is amended-
(1) by inserting "(and to providers assigned to such agency 

or organization under subsection (e»" in the first sentence of 
subsection (a) after "to such providers" the second and third 
times it appears; 

(2) bvamendmgsubsection (b) to reudas follows: 
"(b) The Secretary shall not enter into or renew an agreement 

with an" agency or organization under this section unless-
I (1) he finds-

"(A) afier applying the st~ndards, criteria, and ,Proce
dures developed under subsectIon (f), that to do so IS con
sistent with the effective and efficient administration of this 
part, and 

"(B) that such agency or organization is willinO' and able 
to assist the providers to which pavments are ma~e through 
it under this 1?art in the application of safegnards against 
unnecessary uttlization of services furnished by them to indi
viduals entitled to hospital insurance benefits under section 
29f, and the agreement provides for such assistance; and 

"(2) such agency or organization agrees-
"(A) to furnish to the Secretary such of the information 

acquired by it in carrying out its agreement under this sec
tion and 

" (B) to provide the Secretary V( ith access to all such data, 
information, and claims processmg operations, 

as the Secretary may find necessary in performing his functions 
under this part."; 

(3) by inserting "aftel' applying the standards, criteria, and 
procedures developed under subsection (f) and" in subsection 
(e) (2) before "after reasonable notice"; 

(4) by redesiJ,,Y11ating subsections (e), (f), and (g) as subsec
tions (g), (h), and (i), respectively; and 
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(5) by inserting after subsection (d) the following new 42 USC 1395h, 
subsections: 

"(e) (1) Notwithstanding subsections (a) and (d), the Secl'et!U'y, 
n.ftor tnkmg into cOlUihl('mtion any preferences of providers of serv
ices, mny assign 01' reassign any provider of sel'vices to any agency or 
organization which has entered into an agreement with him under this 
section, if he determines, after applying the standards, criteria, and 
procedures developed under subsection (f), that such assignment 01' 
reassignment would result in the more effective n.nd effi.cient adminis
t.l'!ltion of this part. 

"(2) Notwithstanding subsections (a) and (d), the Secretary may 
designate a national 01' regional agency 01' or~unization which has 
entered into an agreement with him under tlus section to perforlll 
funct.ions IIndel' the ngreement with respect to a class of pt'oviders of 
servic('s in the Nation or region (as the 0use may be), if he determines, 
ltiter applying the standards, criteria, and procedures developed under 
suhsection (f), that such designation would result in more effective 
Imd efficient administmtion of this part. 

"(3) (A) Before the Secretary makes an assignment o~ reassignment 
under paragraph (1) of a provider of servie('s to other than the agency 
01' ol'ganization nominated by the provider, he shall furnish (i) the 
provideI' and such agency or' orgamzation with a full ex:planation of 

, the reasons for his determination as to the efficiency and effectiveness 
of the agency 01' organization to perform the functions required under 
this part with respect to the provider, and (ii) such agency Or organi- Hearing. 
zation with opportunity for a hearing~ and such determination shall be 
subject to judicial review in accordance with chapter 7 of title 5, 
Umted States Code. 5 USC 101. 

"(B) Before the Secretary makes a designation under paragraph 
(2) with r('spl'ct to a class of'providers of services, he shall furnish (i) 
such providers and the agencies and organizations adversely affected 
by such designation with a full explanation of the reasons for his 
determination as io the efficiency and effectiveness of such agencies and 
organizations to perform the functions required under this part with 
I'espcct to Stich providenl , and (ii) the agencies and organizations Hearing. 
ad\'ersely affected by such l~esignation with opportunity for a hearing, 
and such determination shall be subject to judicial review in accord-
ance with chapter 7 of title 0, United States Code. 

"(f) In order to determine whether the Secretary should enter into, Standatds. 
renew, 01' terminate an agreement under this section with an agency or development. 
organization, whether the Secretary should assign or reassign n. pro-
rider of sl'rvices to an agency or organization, and whether the Secre-
tary should designate an agency or orgu,nization to perform services 
with rcspect to a class of providers of services, the Secretary shall 
develop standards, criteria, and procedures to evaluate such agency's or 
organization'~ (1) over~n performance of claims processing and other 
related functLOns reqUired to be performed by such an agency or 
organization under an agreement entered into under this section; and 
(2) performance of such functions with respect to specific providers of 
serVIces, and the Secl'etary shall establish, by regulation, standards 
and ('ritel'ia with respect to the efficient and effective administration 
of this part. No agency or organization shall be found under such 
standards and criteria not to be efficient or effective or to be less ~fficient 
or effective solely on the ground that the agency 01' organization serves 
only pl'OI'irll' l'S located in a single State.". . 
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(b) The Secretary of Health, Education, and Welfare shall develop 
the standards, cl'iteria, and procedures described in subsection (£) of 
section 1816 of the Social Security Act (as added by subsection (a) (5) ) 
not later than Octob~r 1, 1978. . 

(c) The amendment made by paragra}?hs (2) and (3) of subsection 
(a) to the ex:tent that they require applIcation of standards, criteria, 
and procedures developed under section 1816 (£) of the Sodnl Security 
Act shall apply to the entering into, renewal, or termination of agree
ments on and after October 1, 1978. 

(d) Except as provided in subsection (c), the amendment made by 
subsection (a) (2) shall apply to agreements entered into or renewed on 
or after the date of enactment of this Act. 

DISOLOSURE BY PROVIDERS OF 'rUE nmlNG OF CER1'AIN FORlIIER E:Ml'LOYF.ES 
OF FISOAJ, INTER~IEDJARJES 

SEO. lb. (a) Section 1866(a) (1) of the Social Security Act is 
amended-

(1) by striking out the period at the end of subparagraph (0) 
and inserting in lieu thereof H, and"; and 

(2) by inserting after subpal'agraph (0) the following new 
subparagraph: 

"(D) to pl'omptly notify thG Secretary of its employment of an 
individual who, at any timo during the year precoding such 
employment, was employed in It managerial, accounting, auditing, 
or similar capacity (as determined by the Secretary by l'ognlation) 
by nn a~ency 01' organization which'serves as a fiscal intermediary 
or carrier (for purposes of part A 01' part B. 01' both, of this title) 
with respect to the provider.". . 

(b) The. amendments made by subsection (a) shall appJy with 
l'cspect to agreements entered into or renewed on and aftor the date of 
cnactment of this Act. 

PAYlIIEN'r FOR DURABLE lIII.:DIOAIJ };QUIP~IENT 

SEG. 16. (a) Section 1833(f) of the Social Security Act is amended 
to read as follows: 

"(f) (1) In the case of durabJe medical equipment to he furnished an 
in<lividnal as described in section 1861 (s) (6), the Secretary shall 
determine, on the basis of such medical and other evidence as he finds 
appropriato (including ceI'tification by the attending physician with 
l'(,Sp('ct to ('xp('cte<l duration of need), whether the expected duration 
of the medical n('ecl fOl' the equipment WUl'mnts a presumption that 
·pl1rchu!lP of thel'<!uipmrllt would h<' less costly 01' more practical than 
rental. If the Secr('tary dl'teI'1lI1n(ffi ·HHtt.s.1l.Qh a presumption dol'S exist, 
ho shall ]'('qnil'e that the equipment be PUl'cIl!lsed,.on a lease-purchase 
Lasis or oth(,l'\vise, and shall make payment in accol'drrncl'. with the 
l('as('-pIIl'chnso agl'l'eJn('nt (or in 11 Jump slim amount if the eqllipm~ 
is pUl'chasl'd OtlHW than on a leasc-pmchase basis) ; except that the 
Sccreta)'y mlly -authorize th0 rental of the equipml'llt I1otwitluitnnd· 
iug s1Ich detPl'lllinution if he dpt<'l'mincs tllat the pnrchase of Hie equip. 
ment would be inC'onsistl'nt with the purposes of this title or "'ould 
Cl'('atc all lIndue finaneiaT hardship on tho individual WIIO will use it. 

"(2) "With l'N;}W.ct to pUJ'chaRl'S of llsed dlll'llble llU'uirnl t'QUiPlllPnt, 
tlU' 8e(')'('t/1.1'V may wniy(' th~ 20 percent coinsurance amount app1icable 
unc1(lt, Rllbs(lrtion' (a) whellt'v(,l't1w pUl'dlllf>e price of flU' Ilsed equip
llll'nt. is at kast. 21> pel'ct'nt less than tho reasonable chargo for com
pnrable new equipment. 
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"(3) For uurposcs of paragraph (1), the Secretary may, pursuant Reimbursement 
to agrccments made with suppliers of durable medical equipment, procedures. 
esta.blish reimbursement procedures which he finds to be equitable, 
economical, and feasible. 

"(4) The Secretary shall encournge suppliers of durable medical 
equipment to make their equipment aYllilable to individuals entitled 
to benefits \tndor this title on a. lease-purchase basis whenever pos
sible.". 

(b) The amendment made by subsection (a) shall apply with Effective date. 
respect to durable medical equipment purchased ot' rented on or after 42 USC 13951 
October 1,1977. ncte. 

}'UNDlNG 010' s'rATE lIIlmICAID FR.\UD CONTROL UNITS 

SEC. 17. (a) Section 1903(a) of the Social Security Act is amended 42 USC 1396b. 
by redesignating paragraph (6) as paragraph (7) and by inserting 
triter paragraph (5) the fol1o'wing new paragraph: 

"(6) subject to subsection (b) (?), an amount equal.to ~O per 
centum of the sums expended durlllg each quarter begmnmg on 
or after October 1,1977, and ending before October 1, 1980, with 
respect to costs incurred during such quarter (as found necessary 
by the Secretary for the elimination of fraud in the provision and 
administration' of medical assistance provided nnder the State 
plan) which are attributable to the ('stablishment and operation 
of (including the training of personnel employpd by) a State 
medicaid fraud control unit (described in sllbs('ction (q) ) ; plus". 

(b) Section 1903 (b) of such Act is am('nded by inserting after 
paragraph (2) tIl(' following new paragraph: 

"( 3) The amount of funds which the S('cretary is otherwise obli
gated to pay a State dnring a quarter under subsection (n) (6) may 
not exce('d tht' higher of-

"( A) $125,000, or 
"(E) one-quarter of 1 pel' centnm of the sums expended by the 

Fed('ral, State, and local governments dnring the previous qliarter 
in carrying out the State's plan under this title.". 

(c) flection 1903 of such Act is fnrther amencI('d by ins('rting after "State medicaid 
suhs('ction (p) (add('d by s('ction 11 (a) ofthis Act) thefollowing new fraud control 
subsection: unit." 

"( 11) For th(' purposes of this s('ction, tht' term 'State medicaid Certification 
fraucI control unit' Jl1('(lns a single identifiable entity of the State gov- requirements. 
ernment which the Secretary certifies (and annually recertifit's) us 
meeting the following l'('(Juirements: . 

"(1) The entity (A) is a uuit oftl1t' office of the Stat(' Attol'1ley 
Gt'nern.l or of anoth('r department of Statt' govel'l1ment which pos
sess('s statewide authority to prosecutc indhriduals for c!'iminal 
dolations, (B) is in a. State the constitution of whirh docs not pro
vide for the criminal prosecution of individuals by a stat('wide 
authority and has fOl'lnal proceclll1'(,s. approved by tht' Secl't'tary, 
that (i) assure its 1'l'ferral of sus]wctl'cl nl'imina1 violations rell1t
ing to the. program under this tit1(' to til(' nppropriatl' authority 
or authorities in fh(' State lor prosecution and (ii) assul'e its 
IlHl"istancl' of. 1111(1 ('ool'c1ination wj(h. HuC'h Iluthoritv 01' Huthorities 
in such pl'oseeuti,)Jls, or (0) hrrs a formal wOl'kiilg relationship 
with j he ofTke of tlll' State Atto1'J1t'y GeJl('l'n 1 and has formal pro
cedul'('s (including proct'dUl'es for its reft'l'l'al of snspected crim
inal violations 10 su('h office) which al'(, nPPl'ovl'd by the S€'l'l'l'tary 

'------------ -----~- --~ 
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and which provide effective coordination of activities between t.he 
entity and such office with respect to the detection, investigation, 
and prosecution of suspected criminal violations relating to the 
progrnm under this title. 

"(2) The er:ity is separate a,nd distinct from the single State 
agency that admmisters or supel'vises the administration of tht' 
State plan under this title. 

"(3) The entity's function is conducting a statewide program 
for the investigation and prosecution of violations of all applicable 
State Ia ws regarding any and all aspects of fmud in connection 
with allY aspect of the provision of medical assistance and the 
activities of providers of such assistance under tlle State plan 
under this title. 

"( 4) The t'ntity has procedures :£'01' reviewing complaints of th~ 
abuse and nc,glect of patients of health care facilities which receive 
payments undcr the State plan under this title, and, where 
appropriate for acting upon such complaints under the criminal 
laws of tlle ~tate 01' for referring them to othe'r State agencies for 
action. 

"( 5) The entity provides for the collection, or referral for col
lection to a single State agency, of overpayments that are made 
under the State plan to health care facilities and that are discov
ered by the entity in carrying out its activities. 

"( 6) The entity employs such auditors, attorneys, investigators, 
and other necessary personnel and is organized in such a manner 
as is necessary to promote the effective and efficient conduct of the 
entity's activities. 

"(7) The entity submits to the Secretary an application and 
Jlnnual 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.". 

(d) Section 402 (a) (1) of the Social Security Amendments of 1967 
(Public La w 90-248), as amended by section 222 of the Social Secnrity 
Amendments of 1972 (Public Law 92-603), is amended-

~
1) by striking out "and" R,t the end of subparagraph (H); 
2) by strikin~ out the period at the end of subparagraph (I) 

an inserting in heu thereof" ; and" ; and 
(3) by adding aiter subparagraph (I) the following new 

subparagraph: 
"(.J) to develop or demonstrate improved methods for the 

investIgation and prosecution of fraud in the provision of care or 
services under the health programs established by the Social 
Securitv Act.". 

(e) (1) The amendment made by subsertion (a) shall apply with 
respect to calendar quarters beginmng a,fter September 30, 1977. 

(2) The Secretary of Health, Education, and Welfare shall estab
lish such regulations, not later than ninety days Il Her the date of enact
ment of this Act, as Ilre necessary to carry out the amendments made 
by this section. 

ny-pORT ON HOllIE HEALTH AND OTIU:(I IN-HOME SERVWES 

SEC. 18. (a) Not later than one year after the date of enactment of 
this Act, the Secretary of Health, Educa.tion, and Welfare shall sub
mit to the appropriate committees of the Congl'l'ss a report analyzing, 
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evaluating, and making recommendations with respect to, all aspects 
(including the availability, administration, provision, reimbursement 
procudures, and cost) of the delivery of home health and other in-home 
services authorized to be provided under titles XVIII, XIX, and 
XX of the Social Security Act. 

(b) Such report shall include an evaluation of the coordination of 
such services prl:lvided under the different titles, and shall also include 
recommendations for changes ill regulations and .legislation with 
respect to-

(1) the scope and definition of such services provided under 
such titles; 

(2) the requirements for an individual to be eligible to receive 
sl1ch sl.'rvicl.'s under such titles; 

(3) the standards for cl.'rtification of providl.'rs of such services 
under such titles and (as appropriate) the uniformity of such 
standards for the programs under the different titles; 

(4) procedures for control of utilization and assurance of 
quality of such services under such titles, including (as appro
priate) the licensing and accrl.'ditation of agencies provIding such 
services, a certificate of need program with respect to the offer
ing of such services, and the development and use of norms and 
st:tn~ards for review of the utilization and quality of such 
serVICes; 

(5) methods of reimbursement for such services, including (A) 
methods '!If c.omparing costs il}curred by different providers of 
such SI.'1'VICI.'S In order to determme the reasonableness of such costs 
and (B) methods which provide for more unifonn reimbursement 
procedures under titl£s XVIII and XIX of the Social Security 
Act; and 

(6) the prevention of fraud and abuse in the delivery of such 
services under such titles, 

the reasons for such recommendations, an analysis of the impact of 
implementing such recommendations on the cost of such services and 
the demand for su~h services, and the methods of financing any rec
ommended increased provision of such ~ervices under such titles. 

( c) In developin~ the report the Secretary shall consult with pro
fessional organizatIOns, experts, and individual health professionals 
in the field of home health and other in-home services and with pro
viders, private insurers, and consumers of such services. 

ESTABLISH1IrENT OF UNIFOru.I REPORTING SYSTE1I18 FOR DIFFERENT TYPES 
OJ,' llEAI,TH SERVICES FACILITIES AND ORGANJZATIONS; l\IAKING OF 
REPORTS UNDER MEDICARE AND l\IEDICAID PROGRAMS IN ACCORDANCE 
WITH SUCH SYSTEMS 

SEC. 19. (a) Part A of title XI of this Social Security Act is 
amended by inserting after section 1120 the following new section: 

"UNIFORM REPORTING SYSTEMS FOR HEALTH SEnYICES FACILITIES AND 
ORGANIZATIONS 
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ties al,d organizations to which payment 1!1ay be made under this Act, 
the Secretary shall establish by regulatIOn, for ('ach snch type of 
health services facility or organization, a uniform system for the 
reporting by a facility or organization of that type of the following 
information: 

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

"(2) The costs and volume of services for various fUllctional 
accounts and subaccvunts. 

I' (3) 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 
equi,llment. 

"( 5) Discharge and bill data. 
The uniform reporting system for a type of health services facility or 
organization shall provide for appropriate variation in the applica
tion of the system to different classes of facilities or organizations 
within that type and shall be establishell., to the extent practicable, 
consistent with the cooperative system for producing comparable and 
uniform health information and statistics described in section 306 (e) 
(1) of the Public Health Service Act. In reporHng under such a sys
tem, hospitals shall emIlIoy such chart of accounts, definitions, princi
ples, and statistics as the Secretary may prescribe in order to reach 
a uniform reconciliation of financial and statistical data for specified 
uniform reports to be provided to the Secretary. 

"(b) The Secretary shall-
"(1) monitor the operation of the systems established under 

subsection (a) ; 
"(2) assist with and' support demoI,strations and evaluations 

of ihe effectiveness and cost of the operation of such systems and 
encourage State adoption of such systems; and 

"(3) periodically revise such systems to improve their effec-
tiveness and dimimsh their cost. . 

"( c) The Secretary shall provide information obtained through 
use of the uniform reporting systems dese:ribed in subsection (a) in a 
useful manner and format to appropriate agencies and or!5anizations, 
including health systems agencies (designated under sechon 1515 of 
the Public Health Service Act) and State health planning and develop
ment agencies (designated under section 1521 of such Act), as may be 
necessary to carry out such agencies' and organizations' functions.". 

(b) (1) Section 1861 (v) (1) of the Social Security Act is amended 
by adding after subparagraph (E) the following new subparagraph: 

"(F) Such regulations shall require each provider of services (other 
than a fund) to make reports to the Secretary of information described 
in section 1121 (a) hi accordance with the uniform reporting system 
(established under such section) for that type of provider.". 

(2) Section 1902(a) of such Act (as' amended by sections 2(b), 
H (c) , and 7 (b) of this Act) is aml"nded-

(A) by striking out "and" at the end of paragraph (38); 
(B) by striking out the period at the end of paragraph (39) 

and inserting in lieu thereof" ; and"; and 
(0) by inserting aiter paragraph (39) the following new 

paragraph: 
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"( 40) require each health services facility or organization 
which receives payments under the plan and of a type for which 
a uniform reportmg system has been established under section 
1121 (a) to make reports to tho Secretary of information described 
in such section in accordance with the uniform reporting system 
(established under such section) for that type of facility or 
organization.". 

(c) (1) The Secretary of Health, Education and Welfare shall 
establish the systems described in section 1121 (a) of the Social Secu
rity Act (added by subsection (11) of this section) only after consulta
tion with mterested parties and-

(A) for hospitals, skilled nursing facilities, and intermediate 
care facilities, not later than the end of the one-year period, and 

(B) for other types of health services facilities and organiza
, tions, not later than the end of the two-year period, 

beg!nning on the date of enactment of this Act. 
(2) (A) The amendments made by subsection (b) shall apply with 

respect to operations of a hospital, skilled nursing facility, or'inter
mediate care facility, on and after the first day of its first fiscal year 
which begins after the end of the six-month period beginning on the 
date a uniform reporting system is established (under section 1121 (a) 
of the Social Securit.y Act) for that type of health services facility. 

(B) The amendments made by subsection (b) shall apply, with 
res:pect to the operation of a health services facility or organization 
whICh is neither a hospital, a skilled nursing facility, nor an intermedi
ate care facility, on and after the first day of its first fiscal year which 
begins after such date as the Secretary of Health, Education, and 
Welfare determines to be appropriate for the implementation of the 
reporting requirement for that type of facility or organization. 

(C) Except as provided in subparagraphs (A) and (B), the amend
ments made by subsection (b) (2) shall apply, with respect to State 
plans approved under title XIX of the Social Security Act, on and 
after October 1, 1977. 

DELAY IN, AND WAIVER OF, IMPOSITION OF REDUOTION OF FEDERAL MEDI
CAL ASSISTANOE PEROENTAGE DUE TO A STATE'S FAILURE TO HAVE AN 
EFFEOTIVE J\iEDIOAID U'l'ILIZATION CONTROL PROGRAM: 

91 STAT. 1205 
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SEC. 20. (a) Section 1903(?,) of the Social Security Act is amended- 42 USC 1396b. 
(1) by striking out' With respect to" in the first sentence of 

paragraph (1) and inserting in lieu thereof "Subject to paragraph 
(3), with respect to" j 

(2) by striking out "by 33% per centum thereof" in paragraph 
(1) and inserting in lieu thereof "by a per centum thereof (deter
mined under paragraph (5) )"j 

(3) by inserting "timely" in paragraph (2) before "sample 
onsite surveys" j and 

(4) by adding after paragraph (2) the following new 
paragraphs: 

"(3) (A) No reduction in the Federal medical assistance percentage. 
of a State otherwise required to be imposed under this subsection shall 
take effect-
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"(i) if such reduction is due to the State's unsatisfactory or 
invalid showing made with respect to a calendar quarter begin
ning before January 1, 1977 ; 

"( ii) be'fore January 1, 1978; 
" (iiI) unless a notice of such reduction has been provided to the 

State at least 30 days before the date such reduction takes effect; or 
"(iv) due to the State's ullfmtisfactol'Y 01' invalid showin~ made 

with respect to a calendar quarter beginning after September 30, 
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 which such showing was 
made. 

"(B) The Secretary shall waive application of Imy reduction in 
t he Federal ml'dical assistance percentage of a State otherwise required 
to be imposed under paragraph (1) because a showing by the State, 
made under such paragraph with respect to a calendar qual'ter ending 
nfter January 1, 1977, and before October 1, 1977, is determined to be 
either unsatisfactory under such paragraph or invalid ullder para
graph (2), if the Secretary determines that the State's showing made 
under pu:'Ugmph (1) with respect to the calendar quarter ending on 
December 31, 1977~ is satisfactory under such paragraph and is valid 
undl'r parngraph ,2). 

"(4) (A) The Secretary may not find the showing of a State, with 
respect. to It calendar quarter under pn,ragraph (1), to be satisfactory 
if the showing is submitted to the Secretary later than the 30th day 
uft{'r the last day of the calendar quarter, unless the State demon
strates to the satisfaction of the Secretary good cause for not meet.ing 
such dl'adline. 

"(B) The Secretary shall find a showing of a State, with respect to 
a calendar' quarter under paragraph (1), to be satisfactory undN' such 
pal'llgraph with respect to the requirement that the State conduct 
annual onsite inspections in mental hospitals, skilled nursing facili
ties, and intermediate care facilities under paragraph (26) and (31) 
of section 1902 (a), if the showing demonstrates that the State has 
conducted such an onsite inspection during the. 12-month period end
ing on the last date of the calendar quarter-

"'(i) in each of not less than 98 per centum of the number of 
s11ch hospitals and facilities requiring such inspection, and 

"(ii) in every such hospital or facility which has 200 or more 
br:"ls, 

and that, with respect to such hospitals and facilities nol; inspected 
within such p~riod, th~ State has exercised ~ood fuith and due deli" 
g<'.nce in at.tempting to conduct such inspectIOn, 01' if t.he State dem
onst.ratl'S to the. satisfaction of the Secretary that it would have made 
such a showing but for failings of a teohnicalnature only. 

"(5) In thl', case of a State's unsatisfactory or invalid showing made 
with respect to a type of facility or institutional services in a calendar 
quarter, the per centum amount of the reduction of the State's Federal 
medical assistance percentage for that type of services l1ndl'r para
O'raph (1) is equal to 33% per centum multiplied by n. fmction, the 
~l'noll1iJla.lol' of which 1S eqnaJ to tho total lllunbe.r of patil'nts 1'l'C01V
ing that. type of SerY1CeS in that quartl'!' und!'l' the Statl' plan in facili· 
ties 01' 1nstitntions for ,vhich a showing was rl'quirl'd to bt' made under 
tIliR subsection, and tho numerator of whicl1 is ('(Inal to the numbe!' of 
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such patients receiving such type of services in that quarter in those 
facilities or institutions for which a satisfactory and valid showing 
was not made for that. calendar quarter. 

"( 6) The Secreta.ry shall submit to Congress, not later than sixty 
days after the end of such calendar quart.er, a report on-

"(A) his d~termination as to whcther or not each showing, 
made under paragraph (1) by a State with rcspect to the calendar 
quarter, has been found to be satjsfactOl~y under such paragraph; 

"(B) his review (through onsite surveys and otherwise) under 
paragraph (2) of the validity of showings previously submitted 
by a State; and 

"(C) any reduction in the Federal medical assistance percent
age he has imposed on a State because 01: its submittal under para
gra-ph (1) of an unsat.isfactory or invalid showing.". 

(b) Section 1!)02(a) (26) of the Social Security Act is amended by 
inserting after "social service personnel" t.he following: ", or, in the 
c.ase of skilled nursing facilities, composed or physicians or registered 
nurses and other appropriate health and social service personnel". 

(c) (1) Except as provided in paragraph (2), the amendments made 
by this section shall be effective on October 1, 1977, and the Secretary 
of Health, Education, and Welfare shall promptly adjust payments 
made to States under section 1903 of the Social Security Act to reflect 
the changes made by such amendments. 

(2) The amount of any reduction in the Federal medical assistance 
percentage of a State, otherwise required to be imposed under section 
1903 (g) (1) of the Social Security Act because of an unsatisfactory 
or invalid showing made by the State with respect to a calendar quar
ter beginning on or after January 1, 1971, shall be determined under 
such section as amended by this section. Subparagraph (B) of para
I!raph (4) of section 1905(g) of such Act, as added by this section, 
shall apply to any showing- made. by. a State under sl1ch section with 
respect to a calendar quarter bogmmng on or after ,January 1. 191'7. 

PROTECTION OF PATIENT FUNDS 

SEC. 21. (a) Section 1861 (j) of the. Social Security Act is amended 
by striking out "and" at the end of paragraph (13) and inserting im
mediatel'y after such paragraph (13) the following new paragraph: 

"( 14) establishes and maintains a system that (A) assures a 
fun and complete accounting of its patients' personul funds, and 
(B) includes the nse of such separate account for such funds as 
will prE'clllde any commingling of such funds with facility funds 
or with t.he funds of any person other than another such patient; 
and". 

(b) The SE'cretary of Health, Education, and Welfure shall, by 
regulation, dE'fine those costs which may be charged to the persomil 
funds of patients in skilled nursing facilities who are individuals 
receiving benefits under the provisions of title XVIII, or und!.'r a State 
plan approyed nnd!.'r the provisions of title XIX, of the Social Secu
l'ity Act, and those costs which are to be included in the reasonable cost 
or reasonable charge for extended care services as determin!.'d under 
the provisions of title XVIII, or for skil1!.'d nursing and int!.'rmediato 
('are facility sE'rvices as dett'rmined Hnd!.'r tht' provisions of title XIX, 
of such Act. 
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(c) (1) The amendments made by subsC'ction (a) shall be effective 
on the first day of the first calemlar quartet' which begins more than 
six months after the date of enactment of this Act. 

(2) The Secretary of Health, Education and Welfare shall issue 
the regulations reqUlred under subsection (b) within ninety days after 
the date of enactment of this Act. 

PAYMENT FOR INSTITUTIONAl, CARE BEYOND DATE DE'l'ERl\IlNED 
MEDICALLY NECESSARY 

SEC. 22. (a) Section 1158 of the Social Security Aet is amended
(1) by inserting "and subsection (d)" in subsection (a) after 

"section 1159"; and 
(2) by adding after subsection (c) (as added by section 5(d) 

(1) of this Act) the following new subsection: 
"(d) In any case in which a Professional Standards Review Or~a. 

nization disapproves (under subsection (a» of inpatient hospltal 
services or posthospital extended care serVlces, payment may be made 
for such services furnished before the second day after the day on 
which the provider received notice of such disapproval, or, if such 
organization determines that more time is required in order to arrange 
postdischarge care, payment may be made for such services furnished 
before the fourth day after the day on which the provider received 
notice of such disapproval.". 

(b) The. amendments made by subsection (a) shall be effective on 
the date of enactment of this Act. 

PAY1tIEN'l' UNDER THE l\IEDICARE PROGRAl\I FOR CERTAIN HOSPITAL SERV
ICES PROVIDED IN VETERANS' ADMINISTRATION HOSPITALS 

SEC. 23. (a) Section 1814 ( c) of the Social Security Act is amended 
by insertin~ "or subseetion (j)" after "subsection (d)". 

(b) SectlOn 1814 of such Act is further amended by adding at the 
end thereof the following new subsection: 

"Payment for Certain Hospital Services Provided in 
Veterans' Administration Hospitals 

"(j) (1) Payments shall also b~ made to any hospital operated by 
the Veterans' Administration for inpatient hospital services furnished 
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 226 even though the hospital is a Federal provider 
of services if (A) the individual was not entitled to have the services 
furnished to him free of char~e by the hospital, (B) the individual 
was admitted ·to the hospitalm tlie reasonable belief on the part of 
the admitting authorities that the indi'ridual was a person who was 
entitled to have t.he services furnished to him free of charge, (C) the 
n.uthorities ot the hospital, in admitting the individual, and the indi~ 
vidual, acted in ~ood faith, and (D) the services were furnished dur
ing a period endmg with the close of the day on which the authorities 
operating the hospltal first became aware of the fact that the jndivid~ 
ual was not entitled to have the services furnished to him by the 
hospital free of charge, or (if later) ending with the first day on 
which it was medically feasible to remove the individual from the 
hospital by discharging him therefrom or transferring him to. It hos~ 
pital which has in effect an agreement under this title. 
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"(2) Pa.yment for services described in paragraph (1) shall be in 
an amount equal to the charge imposed by the Veterans' Administra
tion for such services, or (if less) the reasonable costs for such services 
(as estimated by the Secretary). Any such 'payment shall be made to 
the en.~ity to which payment for the serVIces involved would have 
been ;P,ayable, if payment for such services had been made by the 
indiVldual receiving the services involved (or by another private per
son acting on behalf of such individual).". 

(c) The amendments made by this section shan apply to inpatient 
hospital services furnished on and after July 1, 1974. 

Approved October 25, 1977. 
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