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OMNIBUS BUDGET RECONCILIATION ACT OF 1990

Ocrozer 27 (legislative day, OcToBER 26), 1990.—Ordered to be printed

Mr. PANETTA, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 5835]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 5835) to
provide for reconciliation pursuant to section 4 of the concurrent
resolution on the budget for fiscal year 1991, have met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:

That the House recede from its disagreement to the amendment
of the Senate and agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:

SECTION 1. SHORT TITLE.
This Act may be cited as the “Omnibus Budget Reconciliation Act
of 1990

SEC. 2. TABLE OF TITLES.

Title I. Agriculture and related programs.

Title II. Banking, housing, and related programs.

Title II1. Student loans and labor provisions.

Title IV. Medicare, medicaid, and other health-related programs.
Title V. Income security, human resources, and related programs.
Title VI. Energy and environmental programs.

Title VII. Civil service and postal service programs.

Title VIII. Veterans’ programs.

Title IX. Transportation.

Title X. Miscellaneous user fees and other provisions.

Title XI. Revenue provisions.

Title XII. Pensions.

Title XIII. Budget enforcement.
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TITLE I—AGRICULTURE AND RELATED
PROGRAMS

SEC. 1001. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TiTLE.—This title may be cited as the “Agricultural
Reconciliation Act of 1990".

(b) TaBLE oF CoNTENTS.—The table of contents of this title is as
follows:

Sec. 1001. Short title; table of contents.

Subtitle A—Commodity Programs

Sec. 1101. Triple base for deficiency payments.

Sec. 1102. Calculation of deficiency payments based on 12-month average.
Sec. 1103. Acreage reduction program for 1991 crop.

Sec. 1104. Acreage reduction programs for 1992 through 1995 crops.

Sec. 1105. Loan origination fees and other savings.

Subtitle B—Other Agricultural Programs

Sec. 1201. Authorization levels for rural electric and telephone loans.
Sec. 1202. Authorization levels for FmHA loans.

Sec. 1203. APHIS inspection user fee on international passengers.
Sec. 1204. Additional savings and other provisions.

Subtitle C—Effective Date

Sec. 1301. Effective date.
Sec. 1302. Readjustment of support levels.

Subtitle A—Commodity Programs

SEC. 1101. TRIPLE BASE FOR DEFICIENCY PAYMENTS.

(a) WHEAT.—Section 107B(c)1)C)ii) of the Agricultural Act of
1949 (as added by section 301 of the Food, Agriculture, Conserva-
tion, and Trade Act of 1990) is amended by striking “100 percent”
and inserting ‘85 percent’.

(b) FEED GRrAINS.—Section 105B(cX1XC)ii) of the Agricultural Act
of 1949 (as added by section 401 of the Food, Agriculture, Conserva-
tion, and Trade Act of 1990) is amended by striking “100 percent”
and inserting “85 percent’’.

(c) UpLaND CorTOoN.—Section 103B(cX1)CXii) of the Agricultural
Act of 1949 (as added by section 501 of the Food, Agriculture, Con-
servation, and Trade Act of 1990) is amended by striking “100 per-
cent’’ and inserting ‘‘85 percent”.

(d) Rice.—Section 101B(c)I)XC)ii) of the Agricultural Act of 1949
(as added by section 601 of the Food, Agriculture, Conservation, and
Trade Act of 1990) is amended by striking “100 percent” and insert-
ing “85 percent”.

SEC. 1102. CALCULATION OF DEFICIENCY PAYMENTS BASED ON 12-MONTH
AVERAGE.

(a) WHEAT.—Clause (ii) of section 107B(c)X1)XB) of the Agricultural
Act of 1949 (as added by section 301 of the Food, Agriculture, Con-
servation, and Trade Act of 1990) is amended to read as follows:

“ii) PAYMENT RATE OF 1994 AND 1995 CROPS.—The
payment rate for each of the 1994 and 1995 crops of



3

wheat shall be the amount by which the established
price for the crop of wheat exceeds the higher of—
“D the lesser of—

“laa) the national weighted average market
price received by producers during the market-
ing year for the crop, as determined by the Sec-
retary; or

“(bb) the national weighted average market
price received by producers during the first 5§
months of the marketing year for the crop, as
determined by the Secretary, plus 10 cents per
bushel; or

“ID the loan level determined for the crop, prior
to any adjustment made under subsection (a)3) for
the marketing year for the crop of wheat.”.

(b) FEED GRAINS.—Clause (i1) of section 105B(cX1)XB) of the Agri-
cultural Act of 1949 (as added by section 401 of the Food, Agricul-
ture, Conservation, and Trade Act of 1990) is amended to read as
follows:

“lit) PAYMENT RATE OF 1994 AND 1995 CROPS.—The
payment rate for each of the 1994 and 1995 crops of
corn, grain sorghums, oats, and barley shall be the
amount by which the established price for the respec-
tive crop of feed grains exceeds the higher of—

‘D) the lesser of—

“(aa) the national weighted average market
price received by producers during the market-
ing year for the crop, as determined by the Sec-
retary; or

“(bb) the national weighted average market
price received by producers during the first 5
months of the marketing year for the crop, as
determined by the Secretary, plus 7 cents per
bushel; or

“ID) the loan level determined for the crop, prior
to any adjustment made under subsection (a)3) for
the marketing year for the respective crop of feed

ins.”.

(¢) Rice.—Clause (ii) of section 101B(c)X1)XB) of the Agricultural
Act of 1949 (as added by section 601 of the Food, Agriculture, Con-
servation, and Trade Act of 1990) is amended to read as follows:

“(ii) PAYMENT RATE OF 199, AND 1995 CROPS.—The
payment rate for each of the 1994 and 1995 crops of
rice shall be the amount by which the established price
for the crop of rice exceeds the higher of—

“(I) the lesser of—

“laa) the national average market price re-
ceived by producers during the calendar year
that contains the first 5 months of the market-
ing year for the crop, as determined by the Sec-
retary; or

“(bb) the national average market price re-
ceived by producers during the first 5 months
of the marketing year for the crop, as deter-
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mined by the Secretary, plus an appropriate
amount that is fair and equitable in relation
to wheat and feed grains (as determined by the
Secretary); or

“ID) the loan level determined for the crop.”.

(d) CONFORMING AMENDMENT.—Section 11j(c) of the Agricultural
Act of 1949 (as amended by section 1121(a) of the Food, Agriculture,
Conservation, and Trade Act of 1990 and redesignated by section
1161(aX1) of such Act) by striking “wheat, feed grains, and rice
which payments are calculated on the basis of the national weight-
ed average market price (or, in the case of rice, the national average
market price) for the marketing year for the crop” and inserting
“wheat and feed grains which payments are calculated as provided
in sections 107B(cX1XB)Xii), 107B(p), or 105B(cX1XBXii)".

SEC. 1103. ACREAGE REDUCTION PROGRAM FOR 1991 CROP.

(a) WHEAT.—In the case of the 1991 crop of wheat, the Secretary
of Agriculture shall provide for an acreage limitation program as
described in section 107B(e)1XF) of the Agricultural Act of 1949 (as
added by section 301 of the Food, Agriculture, Conservation, and
Trade Act of 1990).

(b) FEED GRAINS.—Subparagraph (F) of section 105B(e)X1) of the
Agricultural Act of 1949 (as added by section 401 of the Food, Agri-
culture, Conservation, and Trade Act of 1990) is amended to read as
follows:

“F) ACREAGE LIMITATION PROGRAM FOR 1991 CROP.—In
the case of the 1991 crop of corn, the Secretary shall pro-
vide for an acreage limitation program (as described in
paragraph (2)) under which the acreage planted to corn for
harvest on a farm would be limited to the corn crop acreage
base for the farm for the crop reduced by not less than 7.5
percent.”.

SEC. 1104. AgRRgggE REDUCTION PROGRAMS FOR 1992 THROUGH 1995

(@) IN GENERAL.—Notwithstanding any other provision of law,
except as provided in subsections (b) and (c), the Secretary of Agri-
culture shall announce an acreage limitation program for each of
the 1992 through 1995 crops of—

(1) wheat under which the acreage planted to wheat for har-
vest on a farm would be limited to the wheat crop acreage base
for the farm for the crop reduced by—

(A) in the case of the 1992 crop of wheat, not less than 6
percent;

(B) in the case of the 1993 crop of wheat, not less than 5
percent;

(C) in the case of the 1994 crop of wheat, not less than 7
percent; and

(D) in the case of the 1895 crop of wheat, not less than 5
percent; and

(2) corn, grain sorghum, and barley under which the acreage
planted to the respective feed grain for harvest on a farm would
be limited to the respective feed grain crop acreage base for the
farm for the crop reduced by not less than 7% percent.



5

(b) Stocks-to-USe Ratro.—Subsection (a) shall not apply to a
crop if the Secretary estimates for such crop that the stocks-to-use
ratio will be less than—

(1) in the case of wheat, 3} percent; and

(2) in the case of corn, grain sorghum, and barley, 20 percent.

(c) TERMINATION.—If the Secretary determines that the quantity
of soybeans on hand in the United States on the first day of the
marketing year for the 1991 crop of soybeans (not including any
quantity of soybeans of the 1991 crop) will be less than 325,000,000
bushels, subsection (a) shall not apply to any of the 1992 through
1995 crops of wheat and feed grains.

SEC. 1105. LOAN ORIGINATION FEES AND OTHER SAVINGS.

(a) OrLseeps.—Section 205 of the Agricultural Act of 1949 (as
added by section 701(2) of the Food, Agriculture, Conservation, and
Trade Act of 1990) is amended—

(1) by redesignating subsection (m) as subsection (n); and

(2) by inserting after subsection (1) the following new subsec-
tion:

“(m) LOAN ORIGINATION FEE.—

‘1) Loans.—The Secretary shall charge a producer a loan
origination fee for a crop of oilseeds, in connection with making
a loan, equal to the product obtained by multiplying—

“A) the loan level determined for the crop under subsec-
tion (c); by

“(B) 2 percent; by

“C) the quantity of oilseeds for which the producer ob-
tains the loan.

“42) LoaAN DEFICIENCY PAYMENTS.—The Secretary shall
deduct, from the amount of any loan deficiency payment made
under subsection (e), an amount equal to the amount of the loan
origination fee that would otherwise be paid under paragraph
(1) if the producer obtained a loan rather a loan deficiency pay-
ment.”.

(b) PEANUTS.—

(1) INn GENERAL.—Section 108B of the Agricultural Act of 1949
(as added by section 806 of the Food, Agriculture, Conservation,
and Trade Act of 1990) is amended—

(A) by redesignating subsection (g) as subsection (h); and
(B) by inserting after subsection (f) the following new sub-
section:

“l@¢) MARKETING ASSESSMENT.—

“1) In GeNEraL.—The Secretary shall provide, by regulation,
for a nonrefundable marketing assessment applicable to each of
the 1991 through 1995 crops of peanuts. The assessment shall be
made in accordance with this subsection and shall be on a per
pound basis in an amount equal to 1 percent of the national av-
erage quota or additional peanut support rate per pound, as ap-
plicable, for the applicable crop. No peanuts shall be assessed
more than 1 percent of the applicable support rate under this
subsection.

“C2) FIRST PURCHASERS.—

“(A) IN GENERAL.—Except as provided under parasranhs
(3) and (4), the first purchaser of peanuts shall—
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“() collect from the producer a marketing assessment
equal to % percent of the applicable national average
support rate times the quantity of peanuts acquired;

“(ii) pay, in addition to the amount collected under
clause (i), a marketing assessment in an amount equal
to Y percent of the applicable national average support
rate times the quantity of peanuts acquired; and

“(iii) remit the amounts required under clauses (i)
and (ii) to the Commodity Credit Corporation in a
manner specified by the Secretary.

“B) DErINITION.—For purposes of this subsection, the
term ‘first purchaser’ means a person acquiring peanuls
from a producer except that in the case of peanuts forfeited
by a producer to the Commodity Credit Corporation, such
term means the person acquiring the peanuts from the
Commodity Credit Corporation.

‘3) OTHER PRIVATE MARKETINGS.—In the case of a private
marketing by a producer directly to a consumer through a retail
or wholesale outlet or in the case of a marketing by the produc-
er outside of the continental United States, the producer shall
be responsible for the full amount of the assessment and shall
remit the assessment by such time as is specified by the Secre-
tary.

“(4) LoaN peaNuTs.—In the case of peanuts that are pledged
as collateral for a price support loan made under this section, %
of the assessment shall be deducted from the proceeds of the
loan. The remainder of the assessment shall be paid by the first
purchaser of the peanuts. For purposes of computing net gains
on peanuts under this section, the reduction in loan proceeds
shall be treated as having been paid to the producer.

“(5) PENALTIES.—If any person fails to collect or remit the re-
duction required by this subsection or fails to comply with such
requirements for recordkeeping or otherwise as are required by
the Secretary to carry out this subsection, the person shall be
liable to the Secretary for a civil penalty up to an amount deter-
mined by multiplying—

“(A) the quantity of peanuts involved in the violation; by

“(B) the national average quota peanut price support
level for the applicable crop year.

“(6) ENFORCEMENT.—The Secretary may enforce this subsec-
tion in the courts of the United States.”’,

(2) CONFORMING AMENDMENT.—Section 108B(a)(2) of the Agri-
cultural Act of 1949 (as added by section 806(3) of the Food, Ag-
riculture, Conservation, and Trade Act of 1990) is amended by
inserting after ‘“cost of land” the following: “and the cost of
any assessments required under subsection (g)”.

(c) Sucar.—Section 206 of the Agricultural Act of 1949 (as added
by section 901(2) of the Food, Agriculture, Conservation, and Trade
Act of 1990) is amended—

(1) by redesignating subsection (i) as subsection (j); and

(2) by inserting after subsection (h) the following new subsec-
tion:

“(i) MARKETING ASSESSMENT.—
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“(1) SucarcaNk.—Effective only for each of the 1991 through
1995 crops of sugarcane, the first processor of sugarcane shall
remit to the Commodity Credit Corporation a nonrefundable
marketing assessment in an amount equal to .18 cents per
pound of raw cane sugar processed by the processor from domes-
tically produced sugarcane.

“(?2) Sucar BEETS.—Effective only for each of the 1991
through 1995 crops of sugar beets, the first processor of sugar
beets shall remit to the Commodity Credit Corporation a nonre-
fundable marketing assessment in an amount equal to .193
cents per pound of beet sugar processed by the processor from
domestically produced sugar beets.

“(3) CoLLECcTION.—Marketing assessments required under this
subsection shall be collected and remitted to the Commodity
Credit Corporation in the manner prescribed by the Secretary
and shall be nonrefundable.

“(4) PENALTIES.—If any person fails to collect or remit the re-
duction required by this subsection or fails to comply with such
requirements for recordkeeping or otherwise as are required by
the Secretary to carry out this subsection, the person shall be
liable to the Secretary for a civil penalty up to an amount deter-
mined by multiplying—

“(A) the quantity of cane sugar or beet sugar involved in
the violation; by

‘(B) the support level for the applicable crop of sugarcane
or sugar beets.

“(5) ENFORCEMENT.—The Secretary may enforce this subsec-
tion in the courts of the United States.”

(d) Honey.—Section 207 of the Agricultural Act of 1949 (as added
by section 1001 of the Food, Agriculture, Conservation, and Trade
Act of 1990) is amended—

(1) by redesignating subsection (i) as subsection (j); and

(2) by inserting after subsection (h) the following new subsec-
tion:

“(i) MARKETING ASSESSMENT.—

“(1) IN GENERAL.—Effective only for each of the 1991 through
1995 crops of honey, producers and producer-packers of honey
(as defined in paragraphs (5) ard (9), respectively, of section 3 of
the Honey Research, Promotion, and Consumer Information Act
(7 US.C. 4602) shall remit to the Commodity Credit Corpora-
tion a nonrefundable marketing assessment on a per pound
basis in an amount equal to 1 percent of the national price sup-
port level for each such crop as otherwise provided in this sec-
tion.

“2) CoLLECTION.—The assessment shall be collected and re-
mitted by the first handler of honey in the manner prescribed
by the Secretary which, to the extent practicable, shall be as
provided for in the Honey Research, Promotion, and Consumer
Information Act.

“(3) Exemprions.—All persons who are exempt from the pay-
ment of the assessment authorized by such Act, and all import-
ed honey, shall be exempt from the payment of the assessment
required by this subsection.
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“(4) PENALTIES.—If any person fails to collect or remit the re-
duction required by this subsection or fails to comply with such
requirements for recordkeeping or otherwise as are required by
the Secretary to carry out this subsection, the person shall be
liable to the Secretary for a civil penalty up to an amount deter-
mined by multiplying—

“(A) the quantity of honey involved in the violation; by
“(B) the support level for the applicable crop of honey.

“(5) ENFORCEMENT.—The Secretary may enforce this subsec-
tion in the courts of the United States.”.

(e) WooL AND MoHAIR.—Section 704 of the National Wool Act of
1954 (7 U.S.C. 1783) (as amended by section 201(b) of the Food, Agri-
culture, Conservation, and Trade Act of 1990) is amended by adding
at the following new subsection:

“c) MARKETING ASSESSMENTS.—Effective only for each of the
1991 through 1995 marketing years for wool and mohair, the Secre-
tary shall deduct an amount from the payment to be made available
to producers of wool and mohair under subsection (a) equal to 1 per-
cent of the payment.”.

() ToBacco.—Section 106 of the Agricultural Act of 1949 (7
US.C. 1445) is amended by adding at the end the following new
subsection:

“(eX1) Effective only for each of the 1991 through 1995 crops of
tobacco for which price support is made available under this Act,
producers and purchasers of such tobacco shall each remit to the
Commodity Credit Corporation a nonrefundable marketing assess-
ment in an amount equal to .5 percent of the national price support
level for each such crop as otherwise provided for in this section.

“(2) Such producer assessments and purchaser assessments shall

be—
“(A) collected in the same manner as provided for in section
106A(dX2) or 106B(d)X3), as applicable; and
“(B) enforced in the same manner as provided in section
106A(h) or 106B(), as applicable.

“(3) The Secretary may enforce this subsection in the courts of the
United States.”.

(&) OTHER SavinGgs.—Section 204 of the Agricultural Act of 1949
(as added by section 101 of the Food, Agriculture, Conservation, and
Trade Act of 1990) is amended—

(1) in subsection (g)—
(A) in paragraph (1), by striking “1991 through 1994”
and inserting “1992 through 1995
(B) in the matter preceding subparagraph (A) of para-
o oy & frer “purch
t) by inserting after ‘purchases” the following: “in
the following calendar year”: and A i
(i) by inserting after ‘producers” the following: “in
such following calendar year”: and
(C) in paragraph (2XB), by striking “that calendar year”
and inserting “such following calendar year™:

(2) by redesignating subsections (h) and (i) as subsections (j)
and (k), respectively; and
" (3) by inserting after subsection (g) the following new subsec-

ions:
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“(h) RepucrtioN IN PrICE RECEIVED.—

“(1) IN GeneEraL.—Beginning January 1, 1991, the Secretary
shall provide for a reduction in the price received by producers
for all milk produced in the United States and marketed by
producers for commercial use, in addition to any reduction in
price required under subsection (g).

“(2) AMOUNT.—The amount of the reduction under paragraph
(1) in the price received by producers shall be—

“(A) during calendar year 1991, 5 cents per hundred-
weight of milk marketed; and

“(B) during each of the calendar years 1992 through
1995, 11.25 cents per hundredweight of milk marketed,
which rate shall be adjusted on or before May 1 of each of
the calendar years 1992 through 1995 by an amount per
hundredweight that is necessary to compensate for refunds
made under paragraph (3) on the basis of marketings in the
previous calendar year.

“43) ReEFuNnD.—The Secretary shall provide a refund of the
entire reduction under paragraph (2) in the price of milk re-
ceived by a producer during a calendar year, if the producer
provides evidence that the producer did not increase marketings
in the calendar year that such reduction was in effect when
compared to the immediately preceding calendar year.

‘i) ENFORCEMENT.—

“(1) CoLLectIiON.—Reductions in price required under subsec-
tion (g) or (k) shall be collected and remitted to the Commodity
Credit Corporation in the manner prescribed by the Secretary.

“C2) PENALTIES.—If any person fails to collect or remit the re-
duction required by subsection (g) or (h) or fails to comply with
such requirements for recordkeeping or otherwise as are re-
quired by the Secretary to carry out such subsection, the person
shall be liable to the Secretary for a civil penalty up to an
amount determined by multiplying—

“(A) the quantity of milk involved in the violation; by
“(B) the support rate for the applicable calendar year for
milk.

“3) ENFORCEMENT.—The Secretary may enforce subsection (g)
or (h) in the courts of the United States.”.

Subtitle B—O0ther Agricultural Programs

SEC. 1201. AUTHORIZATION LEVELS FOR RURAL ELECTRIC AND TELE-
PHONE LOANS.

Title III of the Rural Electrification Act of 1936 (7 U.S.C. 931 et
seq.) is amended by adding at the end the following new section:
“SEC. 314. AUTHORIZATION LEVELS FOR RURAL ELECTRIC AND TELE-

PHONE LOANS.

“la) IN GENERAL.—Subject to the other provisions of this section
and notwithstanding any other provision of law, for each of fiscal
years 1991 through 1995, insured loans may be made in accordance
with this title from the Rural Electrification and Telephone Revolv-
ing Fund established under section 301 in amounts equal to the fol-
lowing levels:
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“(1) For fiscal year 1991, $896,000,000.

“(2) For fiscal year 1992, $932,000,000.

“(3) For fiscal year 1993, $969,000,000.

“t4) For fiscal year 1994, $1,008,000,000.

“(5) For fiscal year 1995, $1,048,000,000.

“(b) REpUCTION.—Notwithstanding any other provision of law, for
each of fiscal years 1991 through 1995, the Administrator shall—

“(1) reduce the amounts otherwise made avatlable for insured
loans made from the Rural Electrification and Telephone Re-
volving Fund by—

“CA) $224,000,000 for fiscal year 1991;
“(B) $234,000,000 for fiscal year 1992;
“(C) $244,000,000 for fiscal year 1993;
“(D) $256,000,000 for fiscal year 1994; and
“(E) $267,000,000 for fiscal year 1995; and

“C2) use the funds made available from such reductions in
each fiscal year to guarantee loans under subsection (d).

“c) MANDATORY LEVELS.—Notwithstanding any other provision
of law, the Administrator shall make insured loans at the levels au-
thorized by this section for each of fiscal years 1991 through 1995
taking into account any reductions under subsection (b).

“(d) GUARANTEED LOANS—

“(1) IN GENERAL.—Except as otherwise provided in this sub-
section and subsection (e) and notwithstanding any other prouvi-
sion of law, in carrying out this Act, the Administrator shall
guarantee loans made by legally organized lending agencies to
the extent of the reduction in insured loans as provided in sub-
section (b).

‘920 AMOUNT OF GUARANTEE.—The guarantees authorized
under paragraph (1) shall be 90 percent of the principal of and
interest on the loan and shall be made only upon the request of
the borrower.

“(3) No FEDERAL INSTRUMENTALITY.—The Administrator may
not provide any such guarantee for a loan made by the Federal
Financing Bank, the Rural Telephone Bank, or any other lend-
ing agency that is an agency or instrumentality of the United
States other than banks for cooperatives.

“(4) AurHORITY.—The Administrator is authorized to approve
such guarantees subject to full use being made during each
fiscal year of insured loan amounts made available during the
fiscal year.

“(5) ConsTRUCTION.—Nothing in this subsection shall be con-
strued as modifying the authority provided in section 306.

“(e) IMPLEMENTATION.—

“(1) In GENERAL.—The Administrator shall implement the re-
duction in insured loans provided by subsection (b) in a manner
that will lessen its adverse effect.

‘42) ALLOCATION BETWEEN ELECTRIC AND TELEPHONE PRO-
GRAMS.—The reductions required by subsection (b) shall be allo-
cated between the electric and telephone programs for each
fiscal year in proportion to the amount of insured funds made
available for each such program during the fiscal year in
annual appropriations Acts. ‘
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“3) ELECTRIC BORROWER'S OPTION.—If the amount of an in-
sured electric loan is reduced as a result of the requirements of
subsection (b), the electric borrower may, at the option of such
borrower, obtain capital to replace the amount of the reduc-
tion—

“CA) with the assistance of a loan guarantee (as provided
by subsection (d));

“B) from internally generated funds of the electric bor-
rower;

“C) from private credit sources with a lien accommoda-
tion provided by the Administrator; or

“(D) from other private sources.”.

SEC. 1202. AUTHORIZATION LEVELS FOR FmHA LOANS.

(a) IN GENERAL.—Subsection (b) of section 346 of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1994(b) is amended to
read as follows:

“bX1) For each of the fiscal years 1991 through 1995, real estate
and operating loans may be insured, made to be sold and insured,
or guaranteed in accordance with subtitles A and B, respectively,
from the Agricultural Credit Insurance Fund established under sec-
tion 309 in amounts equal to the following levels:

“(A) For fiscal year 1991, $4,175,000,000, of which not less
th(lzn j827,000,000 shall be for farm ownership loans under sub-
title A.

“B) For fiscal year 1992, $4,343,000,000, of which not less
than $861,000,000 shall be for farm ownership loans under sub-
title A.

“C) For fiscal year 1993, $4,516,000,000, of which not less
than 1;5’8.95,000,000 shall be for farm ownership loans under sub-
title A.

“(D) For fiscal year 1994, $4,697,000,000, of which not less
than $931,000,000 shall be for farm ownership loans under sub-
title A.

“qE) For fiscal year 1995, $4,885,000,000, of which not less
than $968,000,000 shall be for farm ownership loans under sub-
title A.

“(2) Subject to paragraph (3), such amounts set forth in paragraph
(1) shall be apportioned as follows:

“(A) For fiscal year 1991—

“G) $1,019,000,000 for insured loans, of which not less
than $83,000,000 shall be for farm ownership loans; and

“(ii) $3,156,000,000 for guaranteed loans, of which not
less than $744,000,000 shall be for guarantees of farm own-
ership loans.

“(B) For fiscal year 1992—

“G) $1,060,000,000 for insured loans, of which not less
than $87,000,000 shall be for farm ownership loans; and

“ii) $3,283,000,000 for guaranteed loans, of which not
less than $774,000,000 shall be for guarantees of farm own-
ership loans.

“(C) For fiscal year 1993—

“G) $1,102,000,000 for insured loans, of which not less
than $90,000,000 shall be for farm ownership loans; and
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“Gi) $3414,000,000 for guaranteed loans, of which not
less than $805,000,000 shall be for guarantees of farm own-
ership loans.

“D) For fiscal year 1994— )

“ti) $1,147,000,000 for insured loans, of which not less
than $94,000,000 shall be for farm ownership loans; and

“4i) $3,550,000,000 for guaranteed loans, of which not
less than $837,000,000 shall be for guarantees of farm own-
ership loans.

“(E) For fiscal year 1995—

“G) $1,192,000,000 for insured loans, of which not less
than $97,000,000 shall be for farm ownership loans; and

“ti) $3,693,000,000 for guaranteed loans, of which not
less than $871,000,000 shall be for guarantees of farm own-
ership loans.

“(3) Notwithstanding any other provision of law:

“CA) The Secretary shall—

“6) reduce the amounts otherwise made available for in-
sured loans by—

“D $482,000,000, for fiscal year 1991;

“(ID $614,000,000, for fiscal year 1992;
“(IID) $760,000,000, for fiscal year 1993;
“IV) $859,000,000, for fiscal year 1994; and
“CV) $907,000,000, for fiscal year 1995; and

“(ii) use the funds made available from such reductions
in each fiscal year to guarantee loans under section 351.

“(B) The total amount of insured loans shall bear the same
ratio to the amount of insured farm ownership loans as the
dollar amount specified in paragraph (2XA)G) for insured loans
bears to the dollar amount specified therein for insured farm
ownership loans.

“(C) If more than 70 percent of the number of loans guaran-
teed under section 351 in a fiscal year have been guaranteed to
persons to whom the Secretary had not previously made an in-
sured loan under this Act, in lieu of the dollar amounts speci-
fied in subparagraph (A) for the immediately succeeding fiscal
year, the dollar amounts which shall apply shall each be the
product obtained by multiplying—

“6) such dollar amount; by

“(ii) the quotient of—

“() the number of persons provided with guaranteed
loans under section 351 in the fiscal year to whom the
Secretary had not previously made an insured or a
guaranteed loan under this Act; divided by

“(1) the total number of persons provided with guar-
anteed loans under section 351 in the fiscal year.

“(4) Notwithstanding subsection (a), the Secretary shall, as soon
as practicable after the date of enactment of this subsection, make,
insure, or guarantee loans at the levels authorized by this subsection
for each of the fiscal years 1991 through 1995.”.

(b) INTEREST RATE REDUCTION PROGRAM.—

(1) IN GENERAL.—Section 351 of such Act (7 U.S.C. 1999) is
amended—

(A) in subsection (c)—



13
(i) by striking “50 percent” and inserting “100 per-

cent’: and
((ili) by striking “2 percent” and inserting ‘4 percent”:
an
) (lB) ZJL subsection (d), by striking “, or 8 years, whichever
is less”.

(2) EXTENSION OF PROGRAM FOR 2 YEARS.—Section 1320 of the
Food Security Act of 1985 (7 U.S.C. 1999 note) is amended by
striking “1993” and inserting “1995".

(c) DEMONSTRATION PROJECT FOR PURCHASE OF SYSTEM LAND.—
Section 351(hX1) of such Act (7 US.C. 1999(h)1) is amended by
striking “3-year’ and inserting ‘‘}-year”.

SEC. 1203. APHIS INSPECTION USER FEE ON INTERNATIONAL PASSENGERS.

Section 2509(a) of the Food, Agriculture, Conservation, and Trade
Act of 1990 is amended—

(1) in paragraph (1), by striking “a commercial vessel, com-
mercial aircraft, commercial truck, or railroad car,” and insert-
ing “an international passenger, commercial vessel, commercial
aircraft, commercial truck, or railroad car.’’: and

(2) in paragraph (3(B)—

(A) by adding at the end of clause (ii) the following: “Any
such reimbursement shall be subject to appropriations
under clause (v).”’; and

(B) by adding at the end the following new clause:

“(v) AUTHORIZATION OF APPROPRIATIONS.—There are
authorized to be appropriated each fiscal year amounts
in ti’z,e Fund for use for quarantine or inspection serv-
ices.”.

SEC. 1204. ADDITIONAL SAVINGS AND OTHER PROVISIONS.

(a) INTEGRATED FArM MANAGEMENT ProGraM.—Section 1451 of
the Food, Agriculture, Conservation, and Trade Act of 1990 is
amended—

(1) in subsection (d), by striking ‘“‘enroll not more than’ and
inserting “enroll not less than’; and

(2) in subsection (hX7XA), by striking ‘“shall not be eligible”
and inserting “shall be eligible”.

(b) Foop Arp AssISTANCE.—The Agricultural Trade, Development,
and Assistance Act of 195} (as amended by section 1512 of the Food,
Agriculture, Conservation, and Trade Act of 1990) is amended—

(1) in section 202(e)1), by striking ‘“private” and all that fol-
lows through “Administrator” and inserting “the Administra-
tor, not less than $10,000,000, and not more than $13,500,000,
shall be made available in each fiscal year to private voluntary
organizations and cooperatives’”

(2) in section 406, by adding at the end the following new sub-
section:

“d) AvaiLasiLity or Funps.—Funds shall be available under
this Act only to the extent provided in advance in appropriation
Acts.”; and

(9 in section 407(cX4), by striking ‘“providing ocean’’ and in-
serting ‘‘providing ocean transportation or’.

(¢) ToBacco ProGRAM ADJUSTMENT.—Section 213 of the Dairy
and Tobacco Adjustment Act of 1983 (7 U.S.C. 511r) is amended—
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(1) in subsection (d), by inserting before the period the follow-
ing: “ subsection (e}, and subsection (f)’; and

(2) in subsection (f), by adding at the end the following new
paragraph:

“t4) Subsection (d) shall apply with respect to fees and charges im-
posed to cover the costs of such end user identification, certification,
and reporting activities.”.

(d) EMERGENcY LoANns.—Section 2269 of the Food, Agriculture,
Conservation, and Trade Act of 1990 is amended by—

(1) striking ‘(7 U.S.C. 1981(b)” and inserting ‘(7 U.S.C.
1961(b)"; and
(2) striking “1988” and inserting “1990".

(¢) FIFRA User FEes.—Notwithstanding any provision of the
Omnibus Budget Reconciliation Act of 1990, nothing in this title or
the other provisions of this Act shall be construed to require or au-
thorize the Administrator of the Environmental Protection Agency
to assess or collect any fees or charges for services and activities au-
thorized under the Federal Insecticide, Fungicide, and Rodenticide
Act (7 US.C. 136 et seq.).

Subtitle C—Effective Date

SEC. 1301. EFFECTIVE DATE.

This title and the amendments made by this title shall become ef-
fective 1 day after the date of enactment of the Food, Agriculture,
Conservation, and Trade Act of 1990, or December 1, 1990, whichev-
er is earlier.

SEC. 1302. READJUSTMENT OF SUPPORT LEVELS.

(a) FAILURE 10 ENTER INTO AGREEMENT.—If by June 30, 1992, the
United States does not enter into (within the context of section
1102(a) of the Omnibus Trade and Competitiveness Act of 1988 (19
US.C. 2902) an agricultural trade agreement in the Uruguay
Round of multilateral trade negotiations under the General Agree-
ment on Tariffs and Trade (GATT), agricultural acreage limitation
and price support and production adjustment programs and export
promotion levels shall be reconsidered and adjusted by the Secretary
of Agriculture (hereafter in this section referred to as the “Secre-
tary”) in accordance with subsection (b), as appropriate to protect
the interests of American agricultural producers and ensure the
international competitiveness of United States agriculture.

(b) REQUIRED MEASURES.—Pursuant to subsection (a), in order to
protect the interests of American agricultural producers and ensure
the competitive position of United States agriculture, the Secre-
tary—

(1) is authorized to waive any minimum level for any acreage
limitation program required or authorized for any of the 1993
through 1995 crops of wheat, feed grains, upland cotton, or rice
established under section 107B(e), 105B(e), 103B(e), or 101B(e) of
the Agricultural Act of 1949 (as amended by sections 301, 401,
501, and 601 of the Food, Agriculture, Conservation, and Trade
Act of 1990), respectively;
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(2) shall increase by $1,000,000,000 for the period beginning
October 1, 1993, and ending September 30, 1995, the level of
export promotion programs authorized under the Agricultural
Trade Act of 1978 (as amended by section 1531 of the Food, Ag-
riculture, Conservation, and Trade Act of 1990), in addition to
any amounts otherwise required or made available under such
programs; and

(3) shall permit producers to repay price support loans for any
of the 1993 through 1995 crops of wheat and feed grains at the
levels provided under sections 107B(a)4) and 105B(a)}) of the
Agricultural Act of 1949, respectively.

(¢c) FAILURE OF AGREEMENT 10 ENTER INTO FORCE.—If by June
30, 1993, an agricultural trade agreement under the Uruguay Round
of multilateral trade negotiations under the General Agreement on
Tariffs and Trade has not entered into force for the United States,

jcultural price support and other programs and export promotion
levels shall be reconsidered and adjusted by the Secretary in accord-
ance with subsection (d), if the Secretary determines such action is
appropriate to protect the interests of American agricultural produc-
ers and ensure the international competitiveness of United States
agriculture.

(d) SpecIFIc MEASURES.—

(1) MEASURES TO BE CONSIDERED.—Pursuant to subsection (c),
the Secretary shall consider—

(A) waiving all or part of the requirements of this title,
and the amendments made by this title, requiring reduc-
tions in agricultural spending;

(B) increasing the level of funds made available for the
programs authorized under the Agricultural Trade Act of
1978; and

(C) permitting producers to repay price support loans for
any of the 1993 through 1995 crops of wheat and feed
grains at the levels provided under sections 107B(a)4) and
105B(a)4) of the Agricultural Act of 1949, respectively.

(2) AvrHORrry.—The Secretary is authorized to implement
the measures specified in subparagraphs (A), (B), and (C) of
paragraph (1). This authority shall be in addition to, and not
;'n place of, any other authority under any other provision of

aw.

(3) IMPLEMENTATION.—If the Secretary determines the action
is appropriate pursuant to subsection (c), the Secretary shall im-
plement measures specified in subparagraph (A) of paragraph
(1) and either or both of the measures specified in subparagraph
(B) or (C) of paragraph (1). ‘

(e) LiMitaTION.—This section shall not be construed to authorize
the Secretary to reduce the level of income support provided to agri-
cultural producers in the United States.

() TermINaTION.—The provisions of subsections (a) and (b) shall
cease to be effective if the President certifies to Congress that the
failure referred to in subsection (a) to enter into an agricultural
trade agreement in the Uruguay Round of multilateral trade negoti-
ations under the GATT is a result in whole or in part of the provi-
sions of section 151 of the Trade Act of 1974 (19 U.S.C. 2191), or es-
sentially similar provisions, not applying or in effect not applying
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during the period ending May 31, 1991 (or during the period June I,
1991,  through May 31, 1993, if the condition of section
1103)(1XBXD) is satisfied) to implementing bills submitted with re.
spect to such an agreement entered into during the applicable period
under section 1102(b) of the Omnibus Trade and Competitiveness
Act of 1988 (19 U.S.C. 2902(b)).

TITLE II—BANKING, HOUSING, AND RELATED PROGRAMS

Subtitle A—Federal Deposit Insurance Assessments

Sec. 2001. Short title.

Sec. 2002. FDIC authorized to increase assessment rales as necessary to protect insur-
ance funds.

Sec. 2003. FDIC authorized to make mid-year adjustments in assessment rates.

Sec. 2004. FDIC authorized to set designated reserve ratio as necessary in face of sig-
nificant risk of substantial losses to insurance fund.

Sec. 2005. FDIC authorized to borrow from Federal Financing Bank.

Subtitle B—FHA Mortgage Insurance

Sec. 2101. Increase in mortgage limit.

Sec. 2102. Mortgagor equity.

Sec. 2103. Mortgage insurance premiums.

Sec. 2104. Mutual mortgage insurance fund distributions.

Sec. 2105. Actuarial soundness of mutual mortgage insurance fund.
Sec. 2106. Home equity conversion mortgage insurance demonstration.

Subtitle C—Auction of Federally Insured Mortgages
Sec. 2201. Auction of multifamily mortgages.

Subtitle D—Crime and Flood Insurance Programs

Sec. 2301. Crime insurance program.
Sec. 2302. Flood insurance program.

Subtitle E—Effective Date
Sec. 2401. Effective date.

TITLE II—BANKING, HOUSING, AND
RELATED PROGRAMS

Subtitle A—Federal Deposit Insurance
Assessments

SEC. 2001. SHORT TITLE.

1,93%1’1;3 Act may be cited as the “FDIC Assessment Rate Act of

SEC. 2002. FDIC AUTHORIZED TO INCREASE ASSESSMENT RATES AS NECES-
SARY TO PROTECT INSURANCE FUNDS.

(a) BANK INSURANCE Funp.—Section 7(b)(1)(C) of the Federal De-

?O;llt Insurance Act (12 US.C. 1817(bX1)XC)) is amended to read as

ollows:

“(C) ASSESSMENT RATE FOR BANK INSURANCE FUND MEM-

BERS.—

“t) IN GeNErRAL.—The assessment rate for Bank Insur-
ance Fund members shall be the greater of 0.15 percent or
such rate as the Board of Directors, in its sole discretion,
determines to be appropriate—
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“D to maintain the reserve ratio at the designated
reserve ratio; or

“D if the reserve ratio is less than the designated
reserve ratio, to increase the reserve ratio to the desig-
nated reserve ratio within a reasonable period of time.

“(it) FACTORS TO BE CONSIDERED.—In making any deter-
mination under clause (i), the Board of Directors shall con-
sider the Bank Insurance Fund's expected operating ex-
penses, case resolution expenditures, and income, the effect
of the assessment rate on members’ earnings and capital,
and such other factors as the Board of Directors may deem
appropriate.

“ity) MINIMUM ASSESSMENT.— Notwithstanding clause (i),
the assessment shall not be less than $1,000 for each
member in each year.”.

(b) Savings AssSoCIATION INSURANCE Funp.—Section 7(bX1XD) of
the Federal Deposit Insurance Act (12 US.C. 1812(bX1XD)) is
amended to read as follows:

‘D) ASSESSMENT RATE FOR SAVINGS ASSOCIATION INSURANCE
FUND MEMBERS.—

“G) IN GENERAL.—The assessment rate for Savings Asso-
ctation Insurance Fund members shall be the greater of
0.15 percent or such rate as the Board of Directors, in its
sole discretion, determines to be appropriate—

“D to maintain the reserve ratio at the designated
reserve ratio; or

‘D) if the reserve ratio is less than the designated
reserve ratio, to increase the reserve ratio to the desig-
nated reserve ratio within a reasonable period of time.

“lii) FACTORS TO BE CONSIDERED.—In making any deter-
mination under clause (i), the Board of Directors shall con-
sider the Savings Association Insurance Fund’s expected
operating expenses, case resolution expenditures, and
income, the effect of the assessment rate on members’ earn-
ings and capital, and such other factors as the Board of Di-
rectors may deem appropriate.

“(iii) MINIMUM ASSESSMENT.—Notwithstanding clause (i),
the assessment shall not be less than $1,000 for each
member in each year.

“(iv) TRANSITION RULE.—Until December 31, 1997, the as-
sessment rate for Savings Association Insurance Fund
members shall not be less than the following:

“D From January 1, 1990, through December 31,
1990, 0.208 percent.

“aD From January 1, 1991, through December 31,
1993, 0.23 percent.

“aIl) From January 1, 1994, through December 31,
1997, 0.18 percent.”’.

(¢c) CLErRICAL AMENDMENTS REFLECTING $1,000 MINIMUM ASSESS-
MENT ProvisIONS oF CURRENT Law.—Section 7(b)(2)(A) of the Feder-
al Deposit Insurance Act (12 U.S.C. 1817(bX2XA)) is amended—

(1) by inserting ‘or subparagraph (CXiii) or (DXiii) of subsec-
tion (bX1)” after “subsection (c)2)’; and
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(2) in clauses (i) and (ii), by inserting “the greater of $500 or
an amount”’ before “equal to the product of .
SEC. 2003. FDIC AUTHORIZED TO MAKE MID-YEAR ADJUSTMENTS IN AS-

SESSMENT RATES.

(a) ASSESSMENT RATES.—Section 7(bX1)XA) of the Federal Deposit
Insurance Act (12 U.S.C. 1817(b)1)A)) is amended to read as fol-
lows:

“(A) ASSESSMENT RATES PRESCRIBED.—

“6i) AUTHORITY TO SET RATES.—Subject to clause (iii), the
Corporation shall set assessment rates for insured deposito-
ry institutions at such times as the Corporation, in its sole
discretion, determines to be appropriate.

‘i) RATE FOR EACH FUND TO BE SET INDEPENDENTLY.—
The Corporation shall fix the assessment rate of Bank In-
surance Fund members independently from the assessment
rate for Savings Association Insurance Fund members.

“liii) DEADLINE FOR ANNOUNCING RATE CHANGES.—The
Corporation shall announce any change in assessment
rates.—

“(I) for the semiannual period beginning on January
1 and ending on June 30, not later than the preceding
November 1; and

“ID for the semiannual period beginning on July 1
and ending on December 31, not later than the preced-
ing May 1.”.

(b) ASSESSMENT PROCEDURES.—Section 7(bX2XA) of the Federal
Deposit Insurance Act (12 U.S.C. 1817(b)2XA)), as amended by sec-
tion 2(c) of this Act, is amended—

(1) by striking “annual’” each time it appears;

(?) in clause (iXI), by inserting ‘“during that semiannual
period” after “member”; and

(3) in clause (it)I), by inserting ‘during that semiannual
period” after “member’’.

(c) CONFORMING AMENDMENT ON TIMING OF ASSESSMENT CRED-
11s.—Section 7(dX1XA) of the Federal Deposit Insurance Act (12
US.C. 1817(dX1XA)) is amended to read as follows:

‘“lfA) The Corporation shall prescribe and publish the aggre-
gate amount to be credited to insured depository institutions—

“G) in the semiannual period beginning on January 1
and ending on June 30, not later than the preceding No-
vember 1; and

‘(i) in the semiannual period beginning on July 1 and
ejzn’c’ling on December 31, not later than the preceding May

SEC. 2004. FDIC AUTHORIZED TO SET DESIGNATED RESERVE RATIO AS

NECESSARY IN FACE OF SIGNIFICANT RISK OF SUBSTANTIAL

LOSSES TO INSURANCE FUND.

Section 7(bXIXB) of the Federal Deposit Insurance Act (12 U.S.C.
1817(bXIXB)) is amended—

(1) by striking “, not exceeding 1.50 percent,” each time it ap-
pears;
(2) in clause (iii)—
(A) by inserting “and” at the end of subclause a:



19

(B) by striking subclauses (II) and (III); and

(C) by redesignating subclause (IV) as subclause (II); and
Q) in clause (iv)—

(A) by inserting “and”’ at the end of subclause (I);

(B) by striking subclauses (II) and (II); and

(C) by redesignating subclause (IV) as subclause (II).

SEC. 2005. Fgﬁ(}‘v IéUTHORIZED TO BORROW FROM FEDERAL FINANCING

Section 14 of the Federal Deposit Insurance Act (12 U.S.C. 182}) is
ame —
(1) in the heading, by striking “Sec. 14.” and inserting:

“SEC. 14. BORROWING AUTHORITY.
‘la) BorrROWING FrROM TREASURY.—;
(2) in subsection (a), as designated by paragraph (1)—
(A) by striking “this section”’ each time it appears and in-
serting “this subsection’’, and
(B) by striking “The Corporation may employ such funds”
and inserting “The Corporation may employ any funds ob-
tained under this section”; and
(9) by adding after subsection (a), as amended by paragraph
(2), the following new subsection:

“b) BorrOWING FrOM FEDERAL FINANCING BANK.—The Corpora-
tion is authorized to issue and sell the Corporation’s obligations, on
behalf of the Bank Insurance Fund or Savings Association Insur-
ance Fund, to the Federal Financing Bank established by the Feder-
al Financing Bank Act of 1973. The Federal Financing Bank is au-
thorized to purchase and sell the Corporation’s obligations on terms
and conditions determined by the Federal Financing Bank. Any
such borrowings shall be obligations subject to the obligation limi-
tation of section 15(c) of this Act. This subsection does not affect the
gaigigility of any other entity to borrow from the Federal Financing

nk.”.

Subtitle B—FHA Mortgage Insurance

SEC. 2101. INCREASE IN MORTGAGE LIMIT.

Section 203(bX2) of the National Housing Act (12 U.S.C. 1709(b)(2))
is amended by striking “150 percent (185 percent until October 31,
1990) of the dollar amount specified” and inserting the following:
“185 percent of the dollar amount specified’.

SEC. 2102. MORTGAGOR EQUITY.
Section 203(bX2) of the National Housing Act (12 U.S.C. 1709()(2)
is amended by adding at the end the following new undesignated

paragraph: _

“Notwithstanding any other provision of this paragraph, a mort-
gage may not involve a principal obligation (including such initial
service charges, appraisal, inspection, and other fees as the Secretary
shall approve) in excess of 98.75 percent of the appraised value of
the property (97.75 percent, in the case of a morltgage with an ap-
praised value in excess of $50,000), plus the amount of the mortgage
insurance premium paid at the time the mortgage is insured. For
purposes of the preceding sentence, the term ‘appraised value’ means
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the amount set forth in the written statement required under section
226, or a similar amount determined by the Secretary if section 226
does not apply.”.

SEC. 2103. MORTGAGE INSURANCE PREMIUMS.

(a) PrEMmrums.—Section 203(c) of the National Housing Act (12
U.S.C. 1709(c)) is amended—

(1) by inserting “(1)” after ‘(c)";

(2) by striking the last sentence; and

(3) by adding at the end the following new paragraph:

“(2) Notwithstanding any other provision of this section, each
mortgage secured by a 1- to 4-family dwelling and executed on or
after October 1, 1994, that is an obligation of the Mutual Mortgage
Insurance Fund, shall be subject to the following requirements:

“(A) The Secretary shall establish and collect, at the time of
insurance, a single premium payment in an amount equal to
2.25 percent of the amount of the original insured principal ob-
ligation of the mortgage. Upon payment in full of the principal
obligation of a mortgage prior to the maturity date of the mort-
gage, the Secretary shall refund all of the unearned premium
charges paid on the mortgage pursuant to this subparagraph.

“(B) In addition to the premium under subparagraph (A), the
Secretary shall establish and collect annual premium payments
in an amount equal to 0.50 percent of the remaining insured
principal balance (excluding the portion of the remaining bal-
ance attributable to the premium collected under subparagraph
(A) and without taking into account delinquent payments or
prepayments) for the following periods:

“G) For any mortgage involving an original principal ob-
ligation (excluding any premium collected under subpara-
graph (A)) that is less than 90 percent of the appraised
value of the property (as of the date the morigage is accept-
ed for insurance), for the first 11 years of the mortgage
term.

“(it) For any mortgage involving an original principal ob-
ligation (excluding any premium collected under subpara-
graph (A)) that is greater than or equal to 90 percent of
such value, for the first 30 years of the mortgage term;
except that notwithstanding the matter preceding clause (i),
for any mortgage involving an original principal obligation
(excluding any premium collected under subparagraph (A))
that is greater than 95 percent of such value, the annual
premium collected during the 30-year period under this
clause shall be in an amount equal to 0.55 percent of the
remaining insured principal balance (excluding the portion
of the remaining balance attributable to the premium col-
lected under subparagraph (A) and without taking into ac-
count delinquent payments or prepayments).”,

(b) Transition Provisions.—Notwithstanding section 203(c) of
the National Housing Act (as amended by subsection (a)), mortgage
insurance premiums on mortgages executed during fiscal years 1991
through 1994 and that are obligations of the Mutual Mortgage In-
surance Fund shall be subject to the following requirements:
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(1) 1991 anD 1992.—For mortgages executed during fiscal
years 1991 and 1992 (but after the date of the effectiveness of
regulations issued under subsection (c)), the Secretary shall es-
tablish and collect the following premiums:

(A) Up-FRONT.—AL the time of insurance, a single premi-
um payment in an amount rgual to 3.80 percent of the
amount of the original insured principal obligation of the
mortgage.

(B) ANNUAL.—In addition to the premium under sub-
paragraph (A), annual premium payments in an amount
equal to 0.50 percent of the remaining insured principal
balance (excluding the portion of the remaining balance at-
tributable to the premium collected under subparagraph (A)
and without taking into account delinquent payments or
prepayments), for any morigage involving an original prin-
cipal obligation (excluding any premium collected under
subparagraph (A)) that is—

(i) less than 90 percent of the appraised value of the
property (as of the date the mortgage is accepted for in-
surance), for the first 5 years of the mortgage term;

(i) greater than or equal to 90 percent of such value
but equal to or less than 95 percent of such value, for
the first 8 years of the mortgage term; and

(iit) greater than 95 percent of such value, for the
[irst 10 years of the mortgage term.

(2) 1993 anp 1994.—For mortgages executed during fiscal
years 1993 and 1994, the Secretary shall establish and collect
the following premiums:

(A) Up-FRONT.—AL the time of insurance, a single premi-
um payment in an amount equal to 3.00 percent of the
amount of the original insured principal obligation of the
mortgage.

(B) ANNUAL.—In addition to the premium under sub-
paragraph (A), annual premium payments in an amount
equal to 0.50 percent of the remaining insured principal
balance (excluding the portion of the remaining balance at-
tributable to the premium collected under subparagraph (A)
and without taking into account delinquent payments or
prepayments), for any mortgage involving an original prin-
cipal obligation (excluding any premium collected under
subpa iph (A) that is—

(if less than 90 percent of the appraised value of the
property (as of the date the mortgage is accepted for in-
surance), for the first 7 years of the mortgage term;

(ii) greater than or equal to 90 percent of such value
but equal to or less than 95 percent of such value, for
the first 12 years of the mortgage term; and

(iti) greater than 95 percent of such value, for the
first 30 years of the mortgage term. )

(3) RerunDs.—With respect to any mortgage subject to premi-
ums under this subsection, the Secretary shall refund all of the
unearned premium charges paid on a mortiage pursuant to
paragraph (1XA) or (2XA) upon payment in full of the principal
obligation of the mortgage prior to the maturity date.
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(c) REGULATIONS.—The Secretary shall issue regulations to carry
out this section and the amendments made by this section not later
than the expiration of the 90-day period beginning on the date of
the enactment of this Act.

SEC. 2104. MUTUAL MORTGAGE INSURANCE FUND DISTRIBUTIONS.

Section 205 of the National Housing Act (12 US.C. 1711) is
amended by adding at the end the following new subsection:

“le) In determining whether there is a surplus for distribution to
mortgagors under this section, the Secretary shall take into account
the actuarial status of the entire Fund.”.

SEC. 2105. ACTUARIAL SOUNDNESS OF MUTUAL MORTGAGE INSURANCE
FUND.

Section 205 of the National Housing Act (12 US.C. 1711), as
amended by the preceding provisions of this Act, is further amended
by adding at the end the following new subsections:

“4X1) The Secretary shall ensure that the Mutual Mortgage In-
surance Fund attains a capital ratio of not less than 1.25 percent
within 24 months after the date of the enactment of this subsection
and maintains such ratio thereafter, subject to paragraph (2).

‘) The Secretary shall endeavor to ensure that the Mutual Mort-
gage Insurance Fund attains a capital ratio of not less than 2.0 per-
cent within 10 years after the date of the enactment of this subsec-
tion, and shall ensure that the Fund maintains at least such cap-
ital ratio at all times thereafter.

“3) Upon the expiration of the 24-month period beginning on the
date of the enactment of this subsection, the Secretary shall submit
to the Congress a report describing the actions the Secretary will
take to ensure that the Mutual Mortgage Insurance Fund attains
the capital ratio required under paragraph (2).

“t4) For purposes of this subsection:

“CA) The term ‘capital’ means the economic net worth of the
Mutual Mortgage Insurance Fund, as determined by the Secre-
tary under the annual audit required under section 538.

“(B) The term ‘capital ratio’ means the ratio of capital to un-
amortized insurance-in-force.

“(C) The term ‘economic net worth’ means the current cash
available to the Fund, plus the net present value of all future
cash inflows and outflows expected to result from the outstand-
ing mortgages in the Fund.

‘D) The term ‘unamortized insurance-in-force’ means the re-
maining obligation on outstanding mortgages which are obliga-
tions of the Mutual Mortgage Insurance Fund, as estimated by
the Secretary.

“® The Secretary shall provide for an independent actuarial
study of the Mutual Mortgage Insurance Fund to be conducted an-
nually and shall report annually to the Congress regarding the fi-
nancial status of the Fund.

“(hX1) If, pursuant to the independent annual actuarial study of
the Mutual Mortgage Insurance Fund required under subsection (g),
the Secretary determines that the Mutual Mortgage Insurance Fund
is not meeting the operational goals under paragraph (2), the Secre-
tary may not issue distributions, and may, by regulation, propose
and implement any adjustments to the insurance premiums under
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section 203(c) or section 2103(b) of the Omnibus Budget Reconcilia-
tion Act of 1990. Upon determining that a premium change is ap-
propriate under the preceding sentence, the Secretary shall immedi-
ately notify Congress of the proposed change and the reasons for the
change. Any such premium change shall not take effect before the
expiration of the 90-day period beginning upon such notification.

“9) The operational goals referred to in paragraph (1) shall be—

“(A) maintaining an adequate capital ratio;

“‘B) meeting the needs of homebuyers with low downpay-
ments and first-time homebuyers by providing access to mort-
gage credit;

“CC) minimizing the risk to the Fund and to homeowners
from homeowner default; and

“(D) avoiding adverse selection.”.

SEC. 2106, HOME EQUITY CONVERSION MORTGAGE INSURANCE DEMON-
STRATION.

(a) TERMINATION DATE.—The first sentence of section 255(g) of the
National Housing Act (12 U.S.C. 1715z-20(g)) is amended by striking
“September 30, 1991” and inserting “September 30, 1995”.

(b) NumMBER OF MORTGAGES INSURED.—Section 255(g) of the Na-
tional Housing Act (12 US.C. 17152-20(g) is amended by striking
the second sentence and inserting the following: “The total number
of mortgages insured under this section may not exceed 25,000.".

Subtitle C—Auction of Federally Insured
Mortgages

SEC. 2201. AUCTION OF MULTIFAMILY MORTGAGES.

Section 221(gk4) of the National Housing Act (12 US.C
17151(gX4) is amended by adding after subparagraph (B) the follow-
ing new subparagraph:

“CXi) In lieu of accepting assignment of the original
credit instrument and the mortgage securing the credit in-
strument under subparagraph (A) in exchange for receipt of
debentures, the Secretary shall arrange for the sale of the
beneficial interests in the mortgage loan through an auc-
tion and sale of the (I) mortgage loans, or (II) participation
certificates, or other mortgage-backed obligations in a form
acceptable to the Secretary (in this subparagraph referred to
as ‘participation certificates’). The Secretary shall arrange
the auction and sale at a price, to be paid to the mortgagee,
of par plus accrued interest to the date of sale. The sale
price shall also include the right to a subsidy payment de-
scribed in clause (iii).

“GiXI) The Secretary shall conduct a public auction to de-
termine the lowest interest rate necessary to accomplish a
sale of the beneficial interests in the original credit instru-
ment and mortgage securing the credit instrument.

“II) A mortgagee who elects to assign a mortgage shall
provide the Secretary and persons bidding at the auction a
description of the characteristics of the original credit in-
strument and mortgage securing the original credit instru-
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ment, which shall include the principal mortgage balance,
original stated interest rate, service fees, real estate and
tenant characteristics, the level and duration of applicable
Federal subsidies, and any other information determined
by the Secretary to be appropriate. The Secretary shall also
provide information regarding the status of the property
with respect to the provisions of the Emergency Low Income
Housing Preservation Act of 1987 or any subsequent Act
with respect to eligibility to prepay the mortgage, a state-
ment of whether the owner has filed a notice of intent to
prepay or a plan of action under the Emergency Low
Income Housing Preservation Act of 1987 or any subsequent
Act, and the details with respect to incentives provided
under the Emergency Low Income Housing Preservation
Act of 1987 or any subsequent Act in lieu of exercising pre-
payment rights.

“III) The Secretary shall, upon receipt of the information
in subclause (II), promptly advertise for an auction and
publish such mortgage descriptions in advance of the auc-
tion. The Secretary may conduct the auction at any time
during the 6-month period beginning upon receipt of the in-
formation in subclause (II) but under no circumstances may
the Secretary conduct an auction before 2 months after re-
ceiving the mortgagee'’s written notice of intent to assign its
moritgage to the Secretary.

“dV) In any auction under this subparagraph, the Secre-
tary shall accept the lowest interest rate bid for purchase
that the Secretary determines to be acceptable. The Secre-
tary shall cause the accepted bid to be published in the
Federal Register. Settlement for the sale of the credit in-
strument and the mortgage securing the credit instrument
shall occur not later than 30 business days after the date
winning bidders are selected in the auction, unless the Sec-
retary determines that extraordinary circumstances require
an extension (not to exceed 60 days) of the period.

“(V) If no bids are received, the bids that are received are
not acceptable to the Secretary, or settlement does not occur
within the period under subclause (IV), the mortgagee shall
retain all rights (including the right to interest, at a rate to
be determined by the Secretary, for the period covering any
actions taken under this subparagraph) under this section
to assign the mortgage loan to the Secretary.

“(iti) As part of the auction process, the Secretary shall
agree to provide a monthly interest subsidy payment from
the General Insurance Fund to the purchaser under the
auction of the original credit instrument or the mortgage
securing the credit instrument (and any subsequent holders
or assigns who are approved mortgagees). The subsidy pay-
ment shall be paid on the first day of each month in an
amount equal to the difference between the stated interest
due on the mortgage loan and the lowest interest rate neces-
sary to accomplish a sale of the mortgage loan or participa-
tion certificates (less the servicing fee, if appropriate) for
the then unpaid principal balance plus accrued interest at
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a rate determined by the Secretary. Each interest subsidy
payment shall be treated by the holder of the mortgage as
interest paid on the mortgage. The interest subsidy payment
shall be provided until the earlier of—
“) the maturity date of the loan;
“ID) prepayment of the mortgage loan in accordance
with the Emergency Low Income Housing Preservation
Act of 1987 or any subsequent Act, where applicable; or
“dII) default and full payment of insurance benefits
on the mortgage loan by the Federal Housing Adminis-
tration.

“liv) The Secretary shall require that the mortgage loans
or participation certificates presented for assignment are
auctioned as whole loans with servicing rights released and
also are auctioned with servicing rights retained by the cur-
rent servicer.

“(v) To the extent practicable, the Secretary shall encour-
age State housing finance agencies, nonprofit organizations,
and organizations representing the tenants of the property
securing the mortgage, or a qualified mortgagee participat-
ing in a plan of action under the Emergency Low Income
Housing Preservation Act of 1987 or subsequent Act to par-
ticipate in the auction.

“Wi) The Secretary shall implement the requirements im-
posed by this subparagraph within 30 days from the date of
enactment of this subparagraph and not be subject to the
requirement of prior issuance of regulations in the Federal
Register. The Secretary shall issue regulations implement-
ing this section within 6 months of the enactment of this
subparagraph.

“tii) Nothing in this subparagraph shall diminish or
impair the low income use restrictions applicable to the
project under the original regulatory agreement or the re-
vised agreement entered into pursuant to the Emergency
Low Income Housing Preservation Act of 1987 or subse-
quent Act, if any, or other agreements for the provision of
Federal assistance to the housing or its tenants.

“(viii) This subparagraph shall not apply after September
30, 1995. Not later than January 31 of each year (beginning
in 1992), the Secretary shall submit to the Congress a report
including statements of the number of mortgages auctioned
and sold and their value, the amount of subsidies commit-
ted to the program under this subparagraph, the ability of
the Secretary to coordinate the program with the incentives
provided under the Emergency Low Income Housing Preser-
vation Act of 1987 or subsequent Act, and the costs and
benefits derived from the program for the Federal Govern-
ment.”.
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Subtitle D—Crime and Flood Insurance
Programs

SEC. 2301. CRIME INSURANCE PROGRAM.

(a) EXTENSION OF GENERAL AUTHORITY.—Section 1201(b) of the
National Housing Act (12 U.S.C. 1749bbb(b)) is amended by striking
“September 30, 1991" in the matter preceding paragraph (1) and in-
serting “September 30, 1995

(b) ConNTINUATION OF ExISTING CONTRACTS.—Section 1201(b)X1) of
the National Housing Act (12 U.S.C. 17}9bbb(b)1)) is amended by
striking “September 30, 1992” and inserting ‘‘September 30, 1996”.

(c) EXTENSION OF LIMITATION ON PrEMIuMS.—Section 542(c) of the
Housing and Community Development Act of 1987 (12 US.C.
1749bbb-10c note) is amended by striking “September 30, 1991” and
inserting “‘September 30, 1995’

SEC. 2302. FLOOD INSURANCE PROGRAM.

(a) EXTENSION OF GENERAL AUTHORITY.—Section 1319 of the Na-
tional Flood Insurance Act of 1968 (42 U.S.C. 4026) is amended by
striking “September 30, 1991” and inserting “September 30, 1995”.

(b) EXTENSION OF EMERGENCY PROGRAM.—Section 1336(a) of the
National Flood Insurance Act of 1968 (42 U.S.C. 4056(a) is amend-
(12,(;,9?’,’ striking “September 30, 1991 and inserting ‘‘September 30,

(¢) EXTENSION OF LIMITATION ON PREMIuMS.—Section 5}1(d) of
the Housing and Community Development Act of 1987 (42 U.S.C.
4015 note) 1s amended by striking “‘September 30, 1991” and insert-
ing “September 30, 1995”,

(d) EXTENSION OF EROSION PROVISIONS.—Section 1306(cX?) of the
National Flood Insurance Act of 1968 (42 U.S.C. 4013(ck7) is
%n%dye({' by striking “September 30, 1991” and inserting “September

(e) IncLUSION OF COSTS IN PREMIUMS.—

(1) ESTIMATES OF PREMIUM RATES.—Section 1307(a) of the Na-
tf;nal Flood Insurance Act of 1968 (42 U.S.C. 4014(a)) is amend-
ed—

(A) in paragraph (1)B)i), by striking “and” at the end;

(B) in paragraph (1XB)ii), by inserting “and’ after the
comma at the end;

(C) in paragraph (1)(B), by inserting at the end the follow-
ing new clause:

“tii) any remaining administrative expenses in-
curred in carrying out the flood insurance and flood-
plain _management programs (including the costs of
mapping activities under section 1360) not included
under clause (ii), which shall be recovered by a fee
charged to policyholders and such fee shall not be sub-
Ject to any agents’ commissions, company expense al-
lowances, or State or local premium taxes,”: and

. (D) in paragraph (2), by inserting after “title” the follow-
ing: “, and which, together with a fee charged to policy-
holders that shall not be not subject to any agents’ commis-
ston, company expenses allowances, or State or local premi-
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um taxes, shall include any administrative expenses in-
curred in carrying out the flood insurance and floodplain
management programs (including the costs of mapping ac-
tivities under section 1360)".

(2) ESTABLISHMENT OF CHARGEABLE PREMIUM RATES.—Section
1308 of the National Flood Insurance Act of 1968 (42 U.S.C.
4015) is amended—

- (A) in subsection (b)}—
(i) by striking “and” at the end of paragraph (2);
((lit) by redesignating paragraph (3) as paragraph (4);
an
(iii) by inserting after paragraph (2), the following
new paragraph:

“3) adequate, together with the fee under paragraph (1(B)(iii)
or (2) of section 1307(a), to provide for any administrative ex-
penses of the flood insurance and floodplain management pro-
grams (including the costs of mapping activities under section
1360), and’’; and

(B) by striking subsection (d) and inserting the following
new subsection:

“d) With respect to any chargeable premium rate prescribed
under this section, a sum equal to the portion of the rate that covers
any administrative expenses of carrying out the flood insurance and
floodplain management programs which have been estimated under
paragraphs (IXBXii) and (1XBXiii) of section 1307(a) or paragraph
(2) of such section (including the fees under such paragraphs), shall
be paid to the Director. The Director shall deposit the sum in the
National Flood Insurance Fund established under section 1310.”.

(3) NATIONAL FLOOD INSURANCE FUND.—Section 1310(a)(}) of
the National Flood Insurance Act of 1968 (42 U.S.C. }017(a)}))
is amended to read as follows:

“4) to the extent approved in appropriations Acts, to pay any
administrative expenses of the flood insurance and floodplain
management programs (including the costs of mapping activi-
ties under section 1360); and”’.

(4) ADMINISTRATIVE EXPENSES.—Section 1375 of the National
Flood Insurance Act of 1968 (42 U.S.C. 4126) 1s amended by
striking “program’’ and all that follows and inserting the fol-
lowing: “and floodplain management programs authorized
under this title may be paid with amounts from the National
Flood Insurance Fund (as provided under section 1310(a)(4)),
subject to approval in appropriations Acts.”.

(5) EXCEPTION TO LIMITATION ON PREMIUM INCREASES.—Not-
withstanding section 541(d) of the Housing and Community De-
velopment Act of 1987 (42 U.S.C. 4015 note) (as amended by this
section), the premium rates charged for flood insurance under
any program established pursuant to the National Flood Insur-
ance Act of 1968 may be increased by more than 10 percent
during fiscal year 1991, except that any increase in such rates
not resulting from the inclusion in chargeable premium rates of
administrative expenses of the flood insurance and floodplain
management programs (pursuant to the amendments made by
this subsection) may not exceed 10 percent.
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Subtitle E—Effective Date

SEC. 2401. EFFECTIVE DATE.

If the Cranston-Gonzalez National Affordable Housing Act is en-
acted before the enactment of this Act, the provisions of subtitles B
and C (of this title) and the amendments made by such subtities
shall not take effect. This section shall apply notwithstanding any
provuision relating to effective date or applicability contained in sub-
title B or C.

TITLE ITI—STUDENT LOANS AND LABOR
PROVISIONS

Subtitle A—Student Loan Program Savings

SEC. 3001. SHORT TITLE.
This subtitle may be cited as the “Student Loan Default Preven-
tion Initiative Act of 1990’

SEC. 3002. SUPPLEMENTAL PRECLAIMS ASSISTANCE PAYMENTS.

(a) ELIMINATION OF SUPPLEMENTAL PRECLAIMS ASSISTANCE REIM-
BURSEMENTS.—Section 428(c) of the Higher Education Act of 1965
(20 U.S.C. 1078(c)) is amended—

(1) in the first sentence of paragraph (1XA), by striking “ in-
cluding the administrative costs of supplemental preclaim as-
sistance for default prevention as defined in paragraph (6XC)"

(2) in paragraph (6)C)i), by striking “this paragraph” and in-
serting “‘subsection (1)

(3) in paragraph (6)C)Xi)XI), by striking “required or permitted
under paragraph (2)XA) of this subsection and subsection (f)”
and inserting ‘generally comparable in intensiveness to the
level of preclaims assistance performed, prior to the 120th day
of delinquency, by the guaranty agency as of October 16, 1990

(4) in paragraph (6XC)ii)—

(A) by striking “reimbursement” and inserting ‘‘payment
under subsection (1) and

(B) by striking “which the guaranty agency is required or
permitted to provide pursuant to paragraph (2XA) of this
subsection and subsection (f)” and inserting ‘“described in
division (iXD) of this subparagraph’: and

(9) by striking the first sentence of paragraph (6XC)(iv).

(b) FIXED PAYMENTS FOR PRECLAIMS ASSISTANCE.—Section 428 of
such Act is further amended by adding at the end thereof the fol-
lowing new subsection:

‘) PRECLAIMS ASSISTANCE AND SUPPLEMENTAL PRECLAIMS As-
SISTANCE.—

“(1) Assistance REQUIRED.—Upon receipt of a proper request
from the lender, a guaranty agency having an agreement with
the Secretary under subsection (c) of this section shall engage in
preclaims assistance activities (as described in subsection
(cX6XCXiXI) and supplemental preclaims assistance activities
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(as described in subsection (cX6XC)) with respect to each loan
covered by such agreement.

‘C2) PAYMENTS FOR SUPPLEMENTAL PRECLAIMS ASSISTANCE.—
The Secretary shall make payments in accordance with the pro-
visions of this paragraph to any guaranty agency that engages
in supplemental preclaims assistance (as defined in subsection
(cX6XC)) on a loan guaranteed under this part. Such payments
shall be equal to $50.00 for each loan on which such assistance
is performed and for which a default claim is not presented to
the guaranty agency by the lender on or before the 150th day
after the loan becomes 120 days delinquent.”.

SEC. 3003. INITIAL DISBURSEMENT AND ENDORSEMENT REQUIREMENTS.

(a) AMENDMENT.—Section 428G(b)1) of the Higher Education Act
of 1965 (20 U.S.C. 1078-7(bX1)) is amended to read as follows:

‘(1) FirsT YEAR STUDENTS.—The first installment of the pro-
ceeds of any loan made, insured, or guaranteed under this part
that is made to a student borrower who is entering the first
year of a program of undergraduate education, and who has not
previously obtained a loan under this part, shall not (regardless
of the amount of such loan or the duration of the period of en-
rollment) be presented by the institution to the student for en-
dorsement until 30 days after the borrower begins a course of
study, but may be delivered to the eligible institution prior to
the end of that 30-day period.”.

(b) ErrecTIVE DATE.—The amendment made by this section shall
be effective for loans made on or after the date of enactment of this
Act to cover the cost of instruction for periods of enrollment begin-
ning on or after January 1, 1991.

SEC. 3004. INELIGIBILITY BASED ON HIGH DEFAULT RATES.

(a) IN GENERAL.—Section 435(a) of the Higher Education Act of
1965 (20 U.S.C. 1088(a)) is amended by adding at the end thereof the
following new paragraph:

“(3) INELIGIBILITY BASED ON HIGH DEFAULT RATES.—(A) An
institution whose cohort default rate is equal to or greater than
the threshold percentage specified in subparagraph (B) for each
of the three most recent fiscal years for which data are avail-
able shall not be eligible to participate in a program under this
part for the fiscal year for which the determination is made
and for the two succeeding fiscal years, unless, within 30 days
of receiving notification from the Secretary of the loss of eligi-
bility under this paragraph, the institution appeals the loss of
its eligibility to the Secretary. The Secretary shall issue a deci-
sion on any such appeal within 45 days after its submission.
Such decision may permit the institution to continue to partici-
pate in a program under this part if—

“i) the institution demonstrates to the satisfaction of the
Secretary that the Secretary’s calculation of its cohort de-
fault rate is not accurate, and that recalculation would
reduce its cohort default rate for any of the three fiscal
years below the threshold percentage specified in subpara-
graph (B); or
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“(ii) there are, in the judgment of the Secretary, excep-
tional mitigating circumstances that would make the appli-
cation of this paragraph inequitable.

During such appeal, the Secretary may permit the institution to
continue to participate in a program under this part.

“(B) For purposes of determinations under subparagraph (A),
the threshold percentage is—

“ti) 85 percent for fiscal years 1991 and 1992; and

“(ii) 80 percent for any succeeding fiscal year.

“(C) Until July 1, 1994, this paragraph shall not apply to any
institution that is—

“l) a part B institution within the meaning of section
322(2) of this Act;

“ti) a tribally controlled community college within the
meaning of section 2aX4) of the Tribally Controlled Com-
munity College Assistance Act of 1978; or

“Git) a Navajo Community College under the Navajo
Community College Act.”.

(b) REFUSAL TO PROVIDE STATEMENT TO LENDER.—Section
428(aX2(F) of such Act (20 US.C. 1078(aX2XF)) is amended by in-
serting before the period at the end thereof the following: “, except
that, in individual cases where the institution determines that the
portion of the student’s expenses to be covered by the loan can be
met more appropriately, either by the institution or directly by the
student, from other sources, the institution may refuse to provide
such statement or may reduce the determination of need contained
in such statement”.

(¢) ExTENSION OF DEFAULT RATE LIMITATIONS ON SLS LOANS.—
Section 2003(a)(3) of the Omnibus Budget Reconciliation Act of 1989
is amended—

5 (,{) b;);i inserting ‘paragraph (1) of”’ after “amendments made
Y’ an
1.9.(9%’?}' striking out “October 1, 1991" and inserting “October 1,

(d) Errective DATE.—The amendments made by this section
shall be effective July 1, 1991, except that the amendment made by
subsection (b) shall be effective upon enactment.

SEC. 3005. ABILITY TO BENEFIT.

(@) IN GENERAL.—Section 484(d) of the Higher Education Act of
1965 (20 U.S.C. 1091(d)) is amended to read as follows:

“(d) ABiLiTy TO BENEFIT.—In order for a student who is admitted
on the basis of ability to benefit from the education or training of-
fered to be eligible for any grant, loan, or work assistance under this
title, the student shall, prior to enrollment, pass an independently
administered examination approved by the Secretary.”.

(b) CoNFORMING AMENDMENT.—Section 481(b) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1088(b)) is amended in the fourth sen-
tence by inserting *, except in accordance with section 484(d) of this
Act,” after “shall not”.

(c) EFFECTIVE DATE.—The amendments made by this section shall
apply to any grant, loan, or work assistance to cover the cost of in-

§f9r;1ction for periods of enrollment beginning on or after January 1,
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SEC. 3006. MAXIMUM SLS LOAN AMOUNTS.

(a) EFFeCTIVE DATE EXTENSION.—Section 2003(b)2) of the Omni-
bus Budget Reconciliation Act of 1989 is amended by striking
“1991” and inserting “1996”.

(b) PERIOD FOR DETERMINATION OF MaximMuM LOAN AMOUNTS.—
Section 428A(bX1) of the Higher Education Act of 1965 (20 U.S.C.
1078-1(b)) is amended by striking “9 consecutive” and inserting “7
consecutive”.

SEC. 3007. AMENDMENTS TO BANKRUPTCY LAWS.

(@) AUTOMATIC STAY AND PROPERTY OF THE ESTATE.—(1) Section
369(b) of title 11, United States Code, is amended—

(A) in paragraph (12), by striking “or’’ at the end thereof:

(B) in paragraph (13), by striking the period at the end there-
of and inserting a semicolon; and

(C) by inserting immediately following paragraph (13) the fol-
lowing new paragraphs:

“(14) under subsection (a) of this section, of any action by an
accrediting agency regarding the accreditation status of the
debtor as an educational institution;

“(15) under subsection (a) of this section, of any action by a
State licensing body regarding the licensure of the debtor as an
educational institution; or

“U16) under subsection (a) of this section, of any action by a
guaranty agency, as defined in section 435(j) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1001 et seq.) or the Secretary of
Education regarding the eligibility of the debtor to participate
in programs authorized under such Act.”.

(2) Section 541(b) of title 11, United States Code, is amended—

(A) in paragraph (1), by striking “or” at the end thereof;

(B) in paragraph (2), by striking the period at the end thereof
and inserting a semicolon and “or’; and

(C) by adding at the end thereof the following new paragraph:

“4B) any eligibility of the debtor to participate in programs
authorized under the Higher Education Act of 1965 (20 U.S.C.
1001 et seq.; 42 U.S.C. 2751 et seq.), or any accreditation status
or State licensure of the debtor as an educational institution.”.

(3) The amendments made by this subsection shall be effective
upon date of enactment of this Act.

(b) TREATMENT OF CERTAIN EDUCATION LOANS IN BANKRUPTCY
PrOCEEDINGS.—(1) Section 1328(a)2) of title 11, United States Code,
is amended by striking “section 523(a)X5)” and inserting ‘“paragraph
(5) or (8) of section 523(a)”.

(2) The amendment made by paragraph (1) shall not apply to any
case under the provisions of title 11, United States Code, commenced
before the date of the enactment of this Act.

SEC. 3008. SUNSET PROVISION.

The amendments made by this subtitle shall cease be effective on
October 1, 1996.
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Subtitle B—Labor Related Penalties

SEC. 3101. OCCUPATIONAL SAFETY AND HEALTH.
Section 17 of the Occupational Safety and Health Act of 1970 (29
U.S.C. 666) is amended—

(1) in subsection (a), by striking “$10,000 for each violation”
and inserting “$70,000 for each violation, but not less than
$5,000 for each willful violation; and

(2) in subsections (b), (c¢), (d), and (i), by striking “$1,000” and
inserting “$7,000".

SEC. 3102. MINE SAFETY AND HEALTH.
Section 110 of the Federal Mine Safety and Health Act of 1977 (30
U.S.C. 820) is amended—

(1) in subsection (a), by striking “$10,000” and inserting
“$50,000”; and

(2) in subsection (b), by striking “1,000” and inserting
“$5,000", and

SEC. 3103. FAIR LABOR STANDARDS.
Section 16(e) of the Fair Labor Standards Act of 1938 (29 U.S.C.
216(e) is amended—

(1) in the first sentence—

(A) by striking “or any person who repeatedly or willfully
violates section 6 or 7’ and

(B) by striking “not to exceed $1,000 for each such viola-
tion” and inserting “not to exceed $10,000 for each employ-
ee who was the subject of such a violation’’

(2) by inserting after the first sentence the following: “Any
person who repeatedly or willfully violates section 6 or 7 shall
be subject to a civil penalty of not to exceed $1,000 for each such
violation.”,

3) by striking ‘“such penalty” each place the term appears
except after ‘“appropriateness of’ and inserting ‘“any penalty
under this subsection”, and

(4) in the last sentence, by striking “Sums’ and inserting
“Exceg)t for civil penalties collected for violations of section 12,
sums’; and

(5) by inserting at the end the following new sentence: “Civil
penalties collected for violations of section 12 shall be deposited
in the general fund of the Treasury.”.

TITLE IV—MEDICARE, MEDICAID, AND
OTHER HEALTH-RELATED PROGRAMS

Subtitle A—Medicare

SEC. 4000. REFERENCES IN SUBTITLE; TABLE OF CONTENTS.

(a) AMENDMENTS TO THE SOCIAL SECURITY ACT.—Except as other-
wise specifically provided, whenever in this title an amendment is
expressed in terms of an amendment to or repeal of a section or
other prouvision, the reference shall be considered to be made to that
section or other provision of the Social Security Act.



33

(b) TaBLE oF CoNTENTS.—The table of contents of this subtitle is
as follows:

Sec. 4000. References in subtitle; table of contents.

PART 1—PROVISIONS RELATING TO PART A

Sec. 4001. Payments for capital-related costs of inpatient hospital services.
Sec. 4002. Prospective payment hospitals.

Sec. 4005. Expansion of DRG payment window.

Sec. 4004. Payments for medical education costs.

Sec. 4005. PPS-exempt hospitals.

Sec. 4006. Hospice benefit extension.

Sec. 4007. Freeze in payments under part A through December 31.

Sec. 4008. Miscellaneous and technical provisions relating to part A.

PART 2—PROVISIONS RELATING 1O PART B
SUBPART A—PAYMENT FOR PHYSICIANS’ SERVICES

Sec. 4101. Certain overvalued procedures.

Sec. 4102. Radiology services.

Sec. 4108. Anesthesia services.

Sec. 4104. Physician pathology services.

Sec. 4105. Update for physicians’ services.

Sec. 4106. New physicians and other new health care practitioners.

Sec. 4107. Assistants at surgery.

Sec. 4108. Technical components of certain diagnostic tests.

Sec. 4109. Interpretation of electrocardiograms.

Sec. 4110. Reciprocal billing arrangements.

Sec. 4111. Study of prepayment medical review screens.

Sec. 4112. Practicing physicians advisory council.

Sec. 4113. Study of aggregation rule for claims for similar physicians’ services.

Sec. 4114. Utilization screens for physician visits in rehabilitation hospitals.

Sec. 4115. Stm;_y of regional variations in impact of medicare physician payment
reform.

Sec. 4116. Limitation on beneficiary liability.

Sec. 4117. Statewide fee schedule areas for physicians’ services.

Sec. 4118. Technical corrections.

SUBPART B—OTHER ITEMS AND SERVICES

Sec. 4151. Payments for hospital outpatient services.

Sec. 4152. Durable medical equipment.

Sec. 4153. Provisions relating to orthotics and prosthetics.

Sec. 4154. Clinical diagnostic laboratory tests.

Sec. 4155. Coverage of nurse practitioners in rural areas.

Sec. 4156. Coverage of injectable drugs for treatment of osteoporosis.

Sec. 4157. Separate payment under part B for services of certain health practitioners.
Sec. 4158. Reduction in payments under part B during final 2 months of 1990.
Sec. 4159. Payments for medical education costs.

Sec. 4160. Certified registered nurse anesthetists.

Sec. 4161. Community health centers and rural health clinics.

Sec. 4162. Partial hospitalization in community mental health centers.

Sec. 4163. Coverage of screening mammography.

Sec. 4164. Miscellaneous and technical provisions relating to part B.

PART 3—ProvISIONS RELATING TO PARTS A AND B

Sec. 4201. Provisions relating to end stage renal disease.

Sec. 4202. Staff-assisted home dialysis demonstration project.

Sec. 4203. Extension of secondary payor provisions.

Sec. 4204. Health maintenance organizations.

Sec. 4205. Peer review organizations.

Sec. 4206. Medicare provider agreements assuring the implementation of a patient'’s
right to participate in and direct health care decisions affecting the pa-
tient.

Sec. 4207. Miscellaneous and technical provisions relating to parts A and B.
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PART 4—PROVISIONS RELATING TO PART B PREMIUM AND DEDUCTIBLE

Sec. 4301. Part B premium.
Sec. 4302. Part B deductible.

PART 5—MEDICARE SUPPLEMENTAL INSURANCE POLICIES

Sec. 4351. Simplification of medicare supplemental policies.

Sec. 4352. Guaranteed renewability.

Sec. 4353. Enforcement of standards.

Sec. 4354. Preventing duplication.

Sec. 4355. Loss ratios and refund of premiums.

Sec. 4356. Clarification of treatment of plans offered by health maintenance organi-
zations.

Sec. 4357. Pre-existing condition limitations and limitation on medical underwrit-

ing.
Sec. 4358. Medicare select policies.
Sec. 4359. Health insurance advisory services for medicare beneficiaries.
Sec. 4360. Health insurance information, counseling, and assistance grants.
Sec. 4361. Medicare and medigap information by telephone.

PART 1—PROVISIONS RELATING TO PART A

SEC. 4001. PAYMENTS FOR CAPITAL-RELATED COSTS OF INPATIENT HOSPI-
TAL SERVICES.

(a) REDUCTION IN PAYMENTS FORrR FiscaL YEAR 1991.—Section
1886(g)3XAXv) (42 U.S.C. 1395ww(gk3XAXv)) is amended by striking
“September 30, 1990’ and inserting “‘September 30, 1991’

(b) IMPLEMENTATION OF PROSPECTIVE PAYMENT FOR CAPITAL-RE-
LATED Costs.—Section 1886(gX1XA) (42 U.S.C. 1395ww(gkl) is
amended by adding at the end the following: “Aggregate payments
made under subsection (d) and this subsection during fiscal years
1992 through 1995 shall be reduced in a manner that results in a
reduction (as estimated by the Secretary) in the amount of such pay-
ments equal to a 10 percent reduction in the amount of payments
attributable to capital-related costs that would otherwise have been
made during such fiscal year had the amount of such payments
been based on reasonable costs (as defined in section 1861(v)).”.

(c) EXeMPTION FOR RURAL PrIMARY CARE HoSPITALS.—Section
1886(gX3XB) is amended by striking “subsection (dX5)D)Gii).” and
inserting “subsection (dX5XDXiii) or a rural primary care hospital
(as defined in section 1861(mmX1)."”

SEC. 4002. PROSPECTIVE PAYMENT HOSPITALS.
(a) CHANGES IN UPDATE FACTORS.—
(1) IN GENERAL.—Section 1886(b)3)B)i) (42 US.C
1395ww(bXSXBXi) is amended—
(A) by striking “and” at the end of subclause (V);
(B) in subclause (VI)—
(i) by striking “1991” and inserting “1994", and
(it) by redesignating such subclause as subclause
IX); and
lgC) by inserting after subclause (V) the following new sub-
clauses:
“OVD) for fiscal year 1991, the market basket percentage in-
crease minus 2.0 percentage points for hospitals in all areas,
“CVID) for fiscal year 1992, the market basket Dpercentage in-
crease minus 1.6 percentage points for hospitals in all areas,
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‘VIID) for fiscal year 1993, the market basket percentage in-
cre:iz.:s’e minus 1.55 percentage point for hospitals in all areas,
and’.

(%) EFFeCTIVE DATE.—The amendments made by paragraph
(1) shall apply to payments for discharges occurring on or alger
January 1, 1991.

(b) CHANGES IN DISPROPORTIONATE SHARE PAYMENTS.—

a INCRE..ASE FOR URBAN HOSPITALS WITH MORE THAN 100
BEDS.—Section 1886(@X5XF)vii) (42 US.C. 1395ww(@)5)XFEXvii)
is amended—

(A) in subclause (I), by striking “greater than 20.2,” and
gélzthat follows and inserting the following: “greater than

“(a) for discharges occurring on or after April 1, 1990,
and on or before December 31, 1990, (P-20.2)X.65) + 5.62,

“(b) for discharges occurring on or after January 1, 1991,
and on or before September 30, 1993, (P-20.2)(.7) + 5.63,

“lc) for discharges occurring on or after October 1, 1993,
a% on or before September 30, 1994, (P-20.2X.8) + 5.88,
a

“ld) for discharges occurring on or after October 1, 1994,
(P-20.2X.825) + 5.88; or’: and

(B) in subclause (II), by striking ‘“hospital, (P-15X.6) +
2.5,” and inserting the following: “hospital—

“la) for discharges occurring on or after April 1, 1990,
and on or before December 31, 1990, (P-15X.6) + 2.5,

“(b) for discharges occurring on or after January 1, 1991,
and on or before September 30, 1993, (P-15)(6) + 2.5,

“t) for discharges occurring on or after October 1, 1993,
(P-15X.65) + 2.5,”.

(2) INCREASE FOR HOSPITALS WITH DISPROPORTIONATE INDI-
GENT CARE REVENUES.—Section 1886(d)(5)F)iit) (42 U.S.C.
1395ww(dX5XFXiii) is amended by striking ‘20 percent” and in-
serting “35 percent”.

(3) REPEAL OF SUNSET.—

(A) IN GENERAL.—Section 1886(d) (42 U.S.C. 1395ww(d)) is
amended by striking ‘“and before October 1, 1995, each
place it appears in paragraph (2XC)iv) and paragraph

(SXEFXi). )

(B) CONFORMING AMENDMENTS.—(A) Section
1886(dX5XBXii) (42 U.S.C. 1395ww(d)5)B)) is amended to
read as follows:

“(it) For purposes of clause (iXID), the indirect teaching ad-
Justment factor for discharges occurring on or after May I,
1986, is equal to 1.89 X (((1 + r) to the nth power) — 1), where
‘r’ is the ratio of the hospital’s full-time equivalent interns and
residents to beds and ‘n’ equals .405.". §

(B) Section 1886(d)3XCXii) (42 U.S.C. 1395ww(@X3)C)ii)
is amended by striking “occurring—" and all that follows
and inserting the following: “occurring on or after October
1, 1986, of an amount equal to the estimated reduction in
the payment amounts under paragraph (5)(B) that would
have resulted from the enactment of the amendments made
by section 9104 of the Medicare and Medicaid Budget Rec-
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onciliation Amendments of 1985 and by section 4003(aX1) of
the Omnibus Budget Reconciliation Act of 1987 if the
factor described in clause (iiXII) of paragraph (5XB) (deter-
mined without regard to amendments made by the Omni-
bus Budget Reconciliation Act of 1990) were applied for dis-
charges occurring on or after such date instead of the factor
described in clause (ii) of that paragraph.’.

(4) NO RESTANDARDIZING FOR RECENT ADJUSTMENTS.—

(A) ADJUSTMENTS UNDER OBRA  1989.—Section
1886(@X2XCXiv) (42 US.C. 1395ww(d)2XC)iv)) is amended
by striking the period at the end and inserting the follow-
ing: “ except that the Secretary shall not exclude addition-
al payments under such paragraph made as a result of the
enactment of section 6003(c) of the Omnibus Budget Recon-
ciliation Act of 1989.”.

(B) ADJUSTMENTS UNDER OBRA  1990.—Section
1886(dX2XCXiv), as amended by subparagraph (A), is fur-
ther amended by striking “1989.” and inserting “1989 or
the enactment of section 4002(b) of the Omnibus Budget
Reconciliation Act of 1990.".

(5) EFFECcTIVE DATE.—The amendments made by paragraphs
(1), 3), and (4XB) shall apply to discharges occurring on or after
January 1, 1991, the amendment made by paragraph (2) shall
apply to discharges occurring on or after October 1, 1991, and
the amendment made by paragraph (4)XA) shall take effect as if
included in the enactment of the Omnibus Budget Reconcilia-
tion Act of 1989.

(¢) PAYMENTS 7O RUrRAL HOSPITALS.—

(1) PHASE-OUT OF SEPARATE AVERAGE STANDARDIZED
AMOUNTS.—Section 1886(bX3XBXi) (42 U.S.C. 1395ww®)SXB)G),
as amended by subsection (a)X1), is further amended—

(A) in subclause (VI), by striking “in all areas,” and in-
serting “in a large urban or other urban area, and the
market basket percentage increase minus 0.7 percentage
point for hospitals located in a rural area,’”:

(B) in subclause (VII), by striking ‘“in all areas,” and in-
serting ‘“in a large urban or other urban area, and the
market basket percentage increase minus 0.6 percentage
point for hospitals located in a rural area,””

(© in subclause (VIII), by striking “in all areas, and”
and inserting “in a large urban or other urban area, and
the market basket percentage increase minus 0.55 for hospi-
tals located in a rural area,””

(D) in subclause (IX)—

(1) by striking “1994" and inserting “1996”, and
(1) by redesignating such subclause as subclause
(XD); and

(E) by inserting after subclause (VIII) the following new
subclauses:

“X) for fiscal year 1994, the market basket percentage in-
crease for hospitals located in a large urban or other urban
area, and the market basket percentage increase plus 1.5 per-
centage points for hospitals located in a rural area,
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“X) for fiscal year 1995, the market basket percentage in-
crease for hospitals located in a large urban or other urban
area, and such percentage increase for hospitals located in a
rural area as will provide for the average standardized amount
determined under subsection (dX3)XA) for hospitals located in a
rural area being equal to such average standardized amount for
hospitals located in an urban area (other than a large urban
area), and’.

(?) CONFORMING AMENDMENTS.—(A) Section 1886(b)3)(B) (42
US.C. 1395ww(bX3) is amended—

(i) in clause (ii), by striking “(A) and (E),” and inserting
“A), (C), (D), and (E),”;

(ii) in subparagraphs (C)ii) and (DJXii), by striking
“(BXi)” each place it appears and inserting ‘“(B)ii)".

(B) Section 1886(d) (42 U.S.C. 1395ww(d)) is amended—

() in paragraph (IXA)Gii), by striking ‘rural, large
urban, or other urban area’” and inserting “large urban or
other area’’:

(ii) in paragraph (3)(A)—

(D) in clause (ii), by striking “the Secretary” and in-
serting ‘‘and ending on or before September 30, 1994,
the Secretary”,

(I1) by redesignating clause (iii) as clause (v), and

(1) by inserting after clause (ii) the following new
clauses:

“(iii) For discharges occurring in the fiscal year beginning on
October 1, 1994, the average standardized amount for hospitals
located in a rural area shall be equal to the average standard-
ized amount for hospitals located in an other urban area.

“liv) For discharges occurring in a fiscal year beginning on or
after October 1, 1995, the Secretary shall compute an average
standardized amount for hospitals located in a large urban
area and for hospitals located in other areas within the United
States and within each region equal to the respective average
standardized amount computed for the previous fiscal year
under this subparagraph increased by the applicable percentage
increase under subsection (b)3)(B)i) with respect to hospitals lo-
cated in the respective areas for the fiscal year involved.’’;

(iii) in paragraph (3XB), by striking ‘‘for hospitals located
in an urban area” and all that follows and inserting the
following: “by a factor equal to the proportion of payments
under this subsection (as estimated by the Secretary) based
on DRG prospective payment amounts which are additional
payments described in paragraph (5)(A) (relating to outlier
payments).”;

(iv) in paragraph (3(D)Xi)—

1) in the matter preceding subclause (I), by striking
“an urban area (or,” and all that follows through
“area),” and inserting ‘“a large urban area’, and

(D in subclause (I), by striking “‘an urban area” and
inserting “a large urban area’’;

(v) in paragraph (3XD)(i), by striking “a rural area’ each
place it appears and inserting ‘“‘other areas’’; and

(vi) in paragraph (8)(D)—
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(D in the first sentence, by striking “for hospitals lo-
cated in an urban area”, and
D) by striking the second sentence.

(3) Errecrive DATE.—The amendments made by paragraph
(1) and paragraph (2XA) shall apply to payments for discharges
occurring on or after January 1, 1991, and the amendments
made by paragraph (2XB) shall take effect October 1, 199}.

(d) AREA WAGE INDEX.—

(1) DETERMINATION OF AREA WAGE INDEX.—(A) For purposes
of section 1886(dX3XE) of the Social Security Act for discharges
occurring on or after January 1, 1991, and before October 1,
1993, the Secretary of Health and Human Services shall apply
an area wage index determined using the survey of the 1988
wages and wage-related costs of hospitals in the United States
conducted under such section.

(B) The Secretary shall apply the wage index described in
subparagraph (A) without regard to a previous survey of wages
and wage-related costs.

(2) STUDY OF AREA WAGE INDEX ADJUSTMENTS BASED ON PRO-
FESSIONAL OCCUPATIONAL COMPONENT.—

(A) Stupy.—The Prospective Payment Assessment Com-
mission shall examine available data from States and
other sources measuring earnings and paid hours of em-
ployment of hospital workers by occupational category, and
shall include in such examination an analysis of the
impact of variation in occupational mix on the computa-
tion of the area wage index determined under section
1886(dX3XE) of the Social Security Act.

(B) REPORT TO CONGRESS.—In its March 1991 report, the
Commission shall include recommendations regarding the
feasibility and desirability of modifying such area wage
index to take into account occupational mix, including
variations in occupational mix resulting from differences in
State codes and requirements.

(e) EXTENSION OF REGIONAL FLOOR ON STANDARDIZED AMOUNTS.—

(1) IN GENERAL.—Section 1886(dX1XAXiii) (42 US.C.
1395ww(dX1XAXiii) is amended by striking “beginning on or
after” and all that follows through “1990” and inserting ‘“be-
%r;niﬁg on or after April 1, 1988, and ending on September 30,

(2) Stupy.—(A) The Secretary of Health and Human Services
shall collect sufficient data on the input prices associated with
the non-wage-related portion of the adjusted average standard-
ized amounts established under section 1886(d)X3) of the Social
Security Act to identify the extent to which variations in such
amounts among hospitals located in different geographic areas
are attributable to differences in such prices.

(B) Not later than June 1, 1993, the Secretary shall submit a
report to Congress analyzing such data, and shall include in
such report recommendations regarding a methodology for ad-
Justing such average standardized amounts to reflect such vari-
ations.
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(C) The provisions of chapter 35 of title 44, United States
Code, shall not apply to data collected by the Secretary under
subparagraph (A).

(4) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply to discharges occurring on or after October 1, 1990.

() ELIMINATION OoF HOSPITAL OFF-SET FOR SERVICES OF PHYSI-
CIAN ASSISTANTS.—

(1) IN GENERAL.—Section 9338 of the Omnibus Budget Recon-
ciliation Act of 1986 is amended by striking subsection (d).

(%) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall take effect as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1986.

(8) RESPONSIBILITIES AND REPORTING REQUIREMENTS OF PROSPEC-
TIVE PAYMENT ASSESSMENT COMMISSION.—

(1) EXPANSION OF RESPONSIBILITIES.—Section 1886(e)2) (42
US.C. 1395ww(eX?)) is amended—

(A) by striking “(2)” and inserting “(9/(A)”: and
(B)hs by adding at the end the following new subpara-
graphs:

“B) In order to promote the efficient and effective delivery of
high-quality health care services, the Commission shall, in addition
to carrying out its functions under subparagraph (A), study and
make recommendations for each fiscal year regarding changes in
each existing reimbursement policy under this title under which
payments to an institution are based upon prospectively determined
rates and the development of new institutional reimbursement poli-
cies under this title, including recommendations relating to pay-
ments during such fiscal year under the prospective payment system
established under this section for determining payments for the op-
erating costs of inpatient hospital services, including changes in the
number of diagnosis-related groups used to classify inpatient hospi-
tal discharges under subsection (d), adjustments to such groups to
reflect severity of illness, and changes in the methods by which hos-
pitals are reimbursed for capital-related costs, together with general
recommendations on the effectiveness and quality of health care de-
livery systems in the United States and the effects on such systems
of institutional reimbursements under this title.

“C) By not later than June 1 of each year, the Commission shall
submit a report to Congress containing an examination of issues af-
fecl‘tling health care delivery in the United States, including issues
relating to—

ng(i) trends in health care costs;

“ii) the financial condition of hospitals and the effect of the
level of payments made to hospitals under this title on such
condition;

“(iii) trends in the use of health care services; and

“liv) new methods used by employers, insurers, and others to
constrain growth in health care costs.”.

(2) REPORTING REQUIREMENTS FOR COMMISSION AND SECRE-
TARY; ELIMINATION OF OTA REPORTING REQUIREMENTS.—Section
1886 (42 U.S.C. 1395ww) is amended—

(A) by striking subparagraph (D) of subsection (d){});
(B) in the second sentence of subsection (e)2)A) as
amended by paragraph (1XA), by striking “In addition”
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and all that follows through ‘“the Commission” and insert-
ing “The Commission’’:

(C) in subsection (eX3XA)—

(i) by striking “the Secretary” and inserting “Con-
gress”, and

(ii) by striking the period at the end and inserting
the following: *, together with its general recommenda-
tions under paragraph (2XB) regarding the effectiveness
and quality of health care delivery systems in the
United States.””:

(D) in subsection (eX})—

(i) by striking “(4)” and inserting “(4XA)”, and

(ii) by adding at the end the following new subpara-
graph:

“@B) In addition to the recommendation made under subpara-
graph (A), the Secretary shall, taking into consideration the recom-
mendations of the Commission under paragraph (2XB), recommend
for each fiscal year (beginning with fiscal year 1992) other appropri-
ate changes in each existing reimbursement policy under this title
under which payments to an institution are based upon prospective-
ly determined rates.”;

(E) in subsection (eX5)—

(i) by striking ‘“recommendation” each place it ap-
pears and inserting ‘recommendations”, and

(ii) by adding at the end the following new sentence:
“To the extent that the Secretary’s recommendations
under paragraph (4§) differ from the Commission’s rec-
ommendations for that fiscal year, the Secretary shall
include in the publication referred to in subparagraph
(A) an explanation of the Secretary’s grounds for not
following the Commission’s recommendations.”; and

(F) in subsection (eX6)XG)—

(i) by striking clause (i), and
(ii) by redesignating clauses (ii) and (iii) as clauses (i)
and (ii).
(3) CONFORMING AMENDMENT.—Section 1845(cX1XD) (42 U.S.C.
1395w~1(cX1XD)) is amended by striking “reports and”.
(4) PROPAC STUDY OF MEDICAID PAYMENTS TO HOSPITALS.—

(A) Stupy.—The Prospective Payment Assessment Com-
mission shall conduct a study of hospital payment rates
under State plans for medical assistance under title XIX of
the Social Security Act, and shall specifically examine in
such study the relationship between payments under such
plans and payments made to hospitals under title X VIII of
such Act, and the financial condition of hospitals receiving
payments under such plans, with particular attention to
hospitals in urban areas which treat large numbers of indi-
viduals eligible for medical assistance under title XIX of
such Act and other low-income individuals.

(B) REPORT.—By not later than October 1, 1991, the Com-
mission shall submit a report to Congress on the study
conducted under subparagraph (A) and shall include in such
report such recommendations relating to requirements for
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payments to hospitals under title XIX of such Act as the
~Commission deems appropriate.
(5) EFFecTIVE DATE.—The amendments made by this subsec-
tion shall take effect on the date of the enactment of this Act.
(h) ProvisiIONS RELATING TO GEOGRAPHIC CLASSIFICATION OF
HosPITALS.—
(1) PAYMENTS 10 RECLASSIFIED HOSPITALS.—

(A) IN GENERAL.—Section 1886d)X8XC) (42 U.S.C.
1395ww(dX8XC)) is amended—

(v) in clause (i), in the matter preceding subclause (I),
by striking “area—" and inserting “area, or by treating
hospitals located in one urban area as being located in
another urban area—""

(ii) by amending clause (iXID) to read as follows:

“(ID reduces the wage index for that urban area by more than
1 percentage point (as applied under this subsection), the Secre-
tary shall calculate and apply such wage index under this sub-
section separately to hospitals located in such urban area (ex-
cluding all the hospitals so treated) and to the hospitals so
treated (as if such hospitals were located in such urban area).””

(it} by striking clause (ii); and

(iv) by redesignating clauses (iit) and (iv) as clauses
(ii) and (iii).

(B) EFFECTIVE DATE.—The amendments made by sub-
paragraph (A) shall apply to discharges occurring on or
after January 1, 1991.

(2) GEOGRAPHIC CLASSIFICATION REVIEW BOARD.—

(A) DEADLINE FOR SUBMISSION OF APPLICATIONS.—For
purposes of determining whether a hospital requesting a
change in geographic classification for fiscal year 1992
under section 1886(d)10) of the Social Security Act has met
the deadline described in subparagraph (CXiv) of such sec-
tion, an application submitted under such subparagraph
shall be considered to have been submitted by the first day
of the preceding fiscal year if it is submitted within 60 days
of the date of publication of the guidelines described in
subparagraph (DXi) of such section.

(B) TECHNICAL CORRECTIONS.—Section 1886(d)10) (42
U.S.C. 1395ww(dX10)) is amended— )

(i) in subparagraph (A), by striking “‘Geographical”
and inserting “Geographic’;

(ii) in subparagraph (BXi)— ) )

(@) by striking “representatives” and inserting
“representative”, and

(1) by striking “1 member shall be @ member of
the Prospective Payment Assessment Commission,
and at least”: )

(iii) in subparagraph (B)ii), by striking “all” and in-
serting “initial’’; and

(iv) in subparagraph (10XCXiiiI1)— ) )

(D) by striking the first 2 sentences and inserting
the following: “Appeal of decisions of the Board
shall be subject to the provisions of section 557b of
title 5, United States Code.”’, and
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(ID by striking “after” and inserting “after the
date on which”.
SEC. 4003. EXPANSION OF DRG PAYMENT WINDOW.

(a) IN GENERAL.—The first sentence of section 1886(aX}) (42 U.S.C.
1395ww(aX}) is amended by striking the period and inserting the
following: “, and includes the costs of all services for which pay-
ment may be made under this title that are provided by the hospital
(or by an entity wholly owned or operated by the hospital) to the pa-
tient during the 3 days immediately preceding the date of the pa-
tient'’s admission if such services are diagnostic services (including
clinical diagnostic laboratory tests) or are other services related to
the admission (as defined by the Secretary).”’.

(b) EFFecCTIVE DATE.—The amendment made by subsection (a)
shall apply—

(1) in the case of any services provided during the day imme-
diately preceding the date of a patient’s admission (without
regard to whether the services are related to the admission), to
services furnished on or after the date of the enactment of this
Act and before October 1, 1991;

(2) in the case of diagnostic services (including clinical diag-
nostic laboratory tests), to services furnished on or after Janu-
ary 1, 1991; and

(3) in the case of any other services, to services furnished on
or after October 1, 1991.

(¢c) IsSUANCE OF INTERIM FINAL REGULATION.—The Secretary of
Health and Human Services shall issue such regulations (on an in-
terim or other basis) as may be necessary to implement this section.

SEC. 1004. PAYMENTS FOR MEDICAL EDUCATION COSTS.
(a) HospiTAL GRADUATE MEDICAL EDUCATION RECOUPMENT.—

(1) IN GENERAL.—The Secretary of Health and Human Serv-
ices may not, before October 1, 1991, recoup payments from a
hospital because of alleged overpayments to such hospital under
part A of title XVIII of the Social Security Act due to a deter-
mination that the amount of payments made for graduate med-
ical education programs exceeds the amount allowable under
section 1886(h).

(2) CAP ON ANNUAL AMOUNT OF RECOUPMENT.— With respect to
overpayments to a hospital described in paragraph (1), the Sec-
retary may not recoup more than 25 percent of the amount of
such overpayments from the hospital during a fiscal year.

(3) EFFECTIVE DATE.—Paragraphs (1) and (2) shall take effect
October 1, 1990.

(b) Un1vERSITY HOSPITAL NURSING EDUCATION. —

(1) IN GENERAL.—The reasonable costs incurred by o hospital
(or by an educational institution related to the hospital by
common ownership or control) during a cost reporting period for
clinical training (as defined by the Secretary) conducted on the
premises of the hospital under approved nursing and allied
health education programs that are not operated by the hospital
shall be allowable as reasonable costs under part A of title
XVIII of the Social Security Act and reimbursed under such
part on a pass-through basis.
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(2) ConNDITIONS FOR REIMBURSEMENT.—The reasonable costs
incurred by a hospital during a cost reporting period shall be
reimbursable pursuant to paragraph (1) only if—

(A) the hospital claimed and was reimbursed for such
costs during the most recent cost reporting period that
ended on or before October 1, 1989;

(B) the proportion of the hospital’s total allowable costs
that is attributable to the clinical training costs of the ap-
proved program, and allowable under (b)X1) during the cost
reporting period does not exceed the proportion of total al-
lowable costs that were attributable to the clinical training
costs during the cost reporting period described in subpara-
graph (A);

(C) the hospital receives a benefit for the support it fur-
nishes to such program through the provision of clinical
services by nursing or allied health students participating
in such program; and

(D) the costs incurred by the hospital for such program
do not exceed the costs that would be incurred by the hospi-
tal if it operated the program itself.

(3) PROHIBITION AGAINST RECOUPMENT OF COSTS BY SECRE-
TARY.—

(A) IN GENERAL.—The Secretary of Health and Human
Services may not recoup payments from (or otherwise reduce
or adjust payments under part A of title XVIII of the
Social Security Act to) a hospital because of alleged over-
payments to such hospital under such title due to a deter-
mination that costs which were reported by the hospital on
its medicare cost reports for cost reporting periods begin-
ning on or after October 1, 1983, and before October 1, 1990,
relating to approved nursing and allied health education
programs did not meet the requirements for allowable nurs-
ing and allied health education costs (as developed by the
Secretary pursuant to section 1861(v) of such Act).

(B) REFUND OF AMOUNTS RECOUPED.—If, prior to the date
of the enactment of this Act, the Secretary has recouped
payments from (or otherwise reduced or adjusted payments
under part A of title XVIII of the Social Security Act to) a
hospital because of overpayments described in subpara-
graph (A), the Secretary shall refund the amount recouped,
reduced, or adjusted from the hospital.

(}) SPECIAL AUDIT TO DETERMINE COSTS.—In determining the
amount of costs incurred by, claimed by, and reimbursed to, a
hospital for purposes of this subsection, the Secretary shall con-
duct a special audit (or use such other appropriate mechanism,)
to ensure the accuracy of such past claims and payments.

(5) EFFEcTIVE DATE.—Except as provided in paragraph (3),
the provisions of this subsection shall apply to cost reporting pe-
riods beginning on or after October 1, 1990.

SEC. 4005. PPS-EXEMPT HOSPITALS.

(a) ADJUSTMENT TO PAYMENT AMOUNTS.—
(1) IN GENERAL.—Section 1886(b)1)XB) (42 US.C.
1395ww(®X1XB) is amended by striking ‘(it) in the case of ' and
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all that follows through the semicolon and inserting the follow-
ing: “(ii) in the case of cost reporting periods beginning on or
after October 1, 1991, an additional amount equal to 50 percent
of the amount by which the operating costs exceed the target
amount (except that such additional amount may not exceed 10
percent of the target amount) after any exceptions or adjust-
ments are made to such target amount for the cost reporting
eriod;”’.

P (2) EFFeEcTIVE DATE.—The amendment made by paragraph (1)
shall apply to cost reporting periods beginning on or after Octo-
ber 1, 1991.

(b) DEVELOPMENT OF NATIONAL PROSPECTIVE PAYMENT RATES

FOR CURRENT NON-PPS HoOSPITALS.—

(1) DEVELOPMENT OF PROPOSAL.—The Secretary of Health and
Human Services shall develop a proposal to modify the current
system under which hospitals that are not subsection (d) hospi-
tals (as defined in section 1886(dX1XB) of the Social Security
Act) receive payment for the operating and capital-related costs
of-inpatient hospital services under part A of the medicare pro-
gram or a proposal to replace such system with a system under
which such payments would be made on the basis of nationally-
determined average standardized amounts. In developing any
proposal under this paragraph to replace the current system
with a prospective payment system, the Secretary shall—

(A) take into consideration the need to provide for appro-
priate limits on increases in expenditures under the medi-
care program;

(B) provide for adjustments to prospectively determined
rates to account for changes in a hospital’s case mix, severi-
ty of illness of patients, volume of cases, and the develop-
ment of new technologies and standards of medical prac-
tice;

(C) take into consideration the need to increase the pay-
ment otherwise made under such system in the case of serv-
ices provided to patients whose length of stay or costs of
treatment greatly exceed the length of stay or cost of treat-
ment provided for under the applicable prospectively deter-
mined payment rate;

(D) take into consideration the need to adjust payments
under the system to take into account factors such as a dis-
proportionate share of low-income patients, costs related to
graduate medical education programs, differences in wages
and wage-related costs among hospitals located in various
geographic areas, and other factors the Secretary considers
appropriate; and

(E) provide for the appropriate allocation of operating
and capital-related costs of hospitals not subject to the new
prospective payment system and distinct units of such hos-
pitals that would be paid under such system.

(2) REPORTS.—(A) By not later than April 1, 1999, the Secre-
tary shall submit the proposal developed under paragraph (1) to
the Committee on Finance of the Senate and the Committee on
Ways and Means of the House of Representatives.
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(B) By not later than June 1, 1992, the Prospective Payment
Assessment Commission shall submit an analysis of and com-
ments on the proposal developed under paragraph (1) to the
Committee on Finance of the Senate and the Committee on
Ways and Means of the House of Representatives.

(c) APPEALS OF TARGET AMOUNTS.—

(1) DEADLINES FOR REVIEW AND DECISION.—(A) Section 1816(f)
42 US.C. 1395h(f) is amended—

o (ggnby striking “(1)” and ‘2)” and inserting ‘“(A)” and

(it) by striking ‘“(f)” and inserting “(fX1)": and

(i) by striking “Such standards and criteria” and all
that follows and inserting the following:

“(2) The standards and criteria established under paragraph (1)
shall include—

“lfA) with respect to claims for services furnished under this
part by any provider of services other than a hospital—

“i) whether such agency or organization is able to proc-
ess 75 percent of reconsiderations within 60 days (except in
the case of fiscal year 1989, 66 percent of reconsiderations)
and 90 percent of reconsiderations within 90 days, and

“(il) the extent to which such agency or organization’s de-
terminations are reversed on appeal; and

“(B) with respect to applications for an exemption from or ex-
ception or adjustment to the target amount applicable under
section 1886(b) to a hospital that is not a subsection (d) hospital
(as defined in section 1886(d)X1XB))—

(V) if such agency or organization receives a completed ap-
plication, whether such agency or organization is able to
process such application not later than 75 days after the
application is filed, and

“Gi) if such agency or organization receives an incomplete
application, whether such agency or organization is able to
return the application with instructions on how to complete
th? ¢lzpéJl’§cation not later than 60 days after the application
is filed.”".

(B) Section 1886()X4XA) (42 U.S.C. 1395ww(®d)4XA)) is amend-
ed by adding at the end the following new sentence: “The Secre-
tary shall announce a decision on any request for an exemption,
exception, or adjustment under this paragraph not later than
180 days after receiving a completed application from the inter-
mediary for such exemption, exception, or adjustment, and
shall include in such decision a detailed explanation of the
grounds on which such request was approved or denied.”.

(2) STANDARDS FOR ASSIGNMENT OF NEW BASE PERIOD.—Sec-
ticn 1886(bX4) (42 U.S.C. 1395ww(d)4) is amended—

(C)(A) l:iy redesignating subparagraph (B) as subparagraph

k an

(B) by inserting after subparagraph (A) the following new
subparagraph: )

“B) In determining under subparagraph (A) whether to assign a
new base period which is more representative of the reasonable and
necessary cost to a hospital of providing inpatient services, the Sec-
retary shall take into consideration—
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“(i) changes in applicable technologies and medical practices,
or differences in the severity of illness among patients, that in-
crease the hospital’s costs;

“(it) whether increases in wages and wage-related costs for
hospitals located in the geographic area in which the hospital
is located exceed the average of the increases in such costs paid
by hospitals in the United States; and

“(iii) such other factors as the Secretary considers appropriate
in determining increases in the hospital’s costs of providing in-
patient services.”.

(3) GUIDANCE TO INTERMEDIARIES AND HOSPITALS.—The Ad-
ministrator of the Health Care Financing Administration shall
provide guidance to agencies and organizations performing
functions pursuant to section 1816 of the Social Security Act
and to hospitals that are not subsection (d) hospitals (as defined
in section 1886(dX1)XB) of such Act) to assist such agencies, orga-
nizations, and hospitals in filing complete applications with
the Administrator for exemptions, exceptions, and adjustments
under section 1886(bX4)XA) of such Act.

(4) EFrFecTIVE DATES.—The amendments made by paragraph
(1) shall take effect on the date of the enactment of this Act,
and the amendments made by paragraph (2) shall take effect as
if included in the enactment of the Omnibus Budget Reconcilia-
tion Act of 1989.

SEC. 4006. HOSPICE BENEFIT EXTENSION.
(a) IN GENErRAL.—Section 1812 (42 U.S.C. 1395d) is amended—

(1) in subsection (a)4}), by striking “90 days each” and all
that follows through ‘“‘with respect to” and inserting the follow-
ing: “90 days each, a subsequent period of 30 days, and a subse-
quent extension period with respect to”; and

(2) in subsection (d)—

(A) in paragraph (1), by striking “90 days each” and all
that follows through “lifetime” and inserting the follow-
ing: “90 days each, a subsequent period of 30 days, and a
subsequent extension period during the individual’s life-
time”, and
(B) in paragraph (2)XB), by striking ‘“a 90- or 30-day
period,” and inserting “a 90- or 30-day period or a subse-
quent extension period,”.
(b) CONFORMING AMENDMENT.—Section 1814(a)7XA) (42 U.S.C.
1395f(a)7XA)) is amended—

(1) in clause (i), by striking “and’ at the end;

(2) in clause (ii), by striking the semicolon at the end and in-
serting “, and’’ and

(3) by adding at the end the following new clause:

“Giv) in a subsequent extension period, the medical
d_irector or physician described in clause (iXII) recerti-
fies at the beginning of the period that the individual
is terminally ill;”.

(c) EFFECTIVE DATE.—The amendments made by this section shall

apply with respect to care and services furnished on or after Janu-
ary 1, 1990.
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SEC. 4007. FREEZE IN PAYMENTS UNDER PART A THROUGH DECEMBER 31.

(a) IN GENERAL.—Notwithstanding any other provision of law, for
purposes of determining the amount of payment for items or services
under part A of title XVIII of the Social Security Act (including
payments under section 1886 of such Act attributable to or allocated
under such part) during the period described in subsection (b):

(1) The market basket percentage increase (described in sec-
tion 1886(bX3XBXiii) of the Social Security Act) shall be deemed
to be 0 for discharges occurring during such period.

(2) The percentage increase or decrease in the medical care ex-
penditure category of the consumer price index applicable under
section 1814(GX2XB) of such Act shall be deemed to be 0.

(3) The area wage index applicable to a subsection (d) hospi-
tal under section 1886(dX3XE) of such Act shall be deemed to be
gibe ;z;;g wage index applicable to such hospital as of September

(4) The percentage change in the consumer price index appli-
(l,:bole under section 1886(hX2XD) of such Act shall be deemed to

(b) DescriPTION OF PERIOD.—The period referred to in subsection
(a) is the period beginning on October 21, 1990, and ending on De-
cember 31, 1990.

SEC. 14008. M;i(;f;‘ﬁANEOUS AND TECHNICAL PROVISIONS RELATING TO

(a) WAIVER OF LiABILITY FOR SKILLED NURSING FACILITIES AND
HospPices.—

(1) SKILLED NURSING FACILITIES.—The second sentence of sec-
tion 9126(c) of the Consolidated Omnibus Budget Reconciliation
Act of 1985 is amended by striking “October 31, 1990” and in-
serting “December 31, 1995".

(2) HospIces.—Section 9305(f)(2) of the Omnibus Budget Rec-
onciliation Act of 1986 is amended by striking ‘“November I,
1990” and inserting “December 31, 1995".

(3) EFFecTIVE DATE.—The amendments made by paragraphs
(1) and (2) shall take effect on the date of the enactment of this
Act.

(b) HosprraL OBLIGATIONS WITH RESPECT TO TREATMENT OF
EmerGENCY MEDICAL CONDITIONS.—

(1) CiviL MONETARY PENALTIES.—Section 1867(d)2)A) (42
U.S.C. 1395dd(dX2XA)) is amended by striking ‘“knowingly” and
inserting ‘“negligently’’.

(2) APPLICATION OF PENALTIES TO SMALL HOSPITALS.—Section
1867d)2XA) (42 U.S.C. 1395dd(dX2XA)) is amended by inserting
“lor not more than $25,000 in the case of a hospital with less
than 100 beds)” after “$50,000".

(3) TERMINATION OF HOSPITAL PROVIDER AGREEMENTS.—

(A) Section 1867 (42 U.S.C. 1395dd) is further amended—
(i) by striking paragraph (1) of subsection (d),
(ii) by redesignating paragraphs (2) and (3) of subsec-
tion (d) as paragraph (1) and (2), respectively, and
(iii) in subsection (cX2XC), by striking “[@d)2XC)” and
inserting ‘“(dX1XC)".
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(B) Section 1866(a)1)I)) (42 U.S.C. 1395cc(@)IND) is
amended by inserting “and to meet the requirements of
such section” before the comma at the end. )

(4) ErrecTivE DATE.—The amendments made by this subsec-
tion shall apply to actions occurring on or after the first day of
the sixth month beginning after the date of the enactment of
this Act.

(c) INsPECTOR GENERAL STUDY OF PROHIBITION ON HOSPITAL EM-
PLOYMENT OF PHYSICIANS.—

(1) Stupy.—The Secretary of Health and Human Services
(acting through the Inspector General of the Department of
Health and Human Seruvices) shall conduct a study of the effect
of State laws prohibiting the employment of physicians by hos-
pitals on the availability and accessibility of trauma and emer-
gency care services, and shall include in such study an analysis
of the effect of such laws on the ability of hospitals to meet the
requirements of section 1867 of the Social Security Act relating
to the examination and treatment of individuals with an emer-
gency medical condition and women in labor.

(2) REPORT.—By not later than 1 year after the date of the
enactment of this Act, the Secretary shall submit a report to
Congress on the study conducted under paragraph (1).

(d) DESIGNATION OF RURAL PRIMARY CARE HOSPITALS.—

(1) PRIORITY DESIGNATIONS OF BORDER STATE HOSPITALS.—
Section 1820G)2XC) (42 U.S.C. 1395i-4(G)2)C)) is amended by
adding at the end the following new sentence: “In designating
facilities as rural primary care hospitals under this subpara-
graph, the Secretary shall give preference to facilities not meet-
ing the requirements of clause (i) of subparagraph (A) that have
entered into an agreement described in subsection (g)(2) with a
rural health network located in a State receiving a grant under
subsection (@)1).””.

(2) ELIGIBILITY OF CERTAIN CLOSED HOSPITALS.—Section
1820 (1XB) (42 US.C. 1395i-4(f(1)(B)) is amended by striking
“ts a hospital,” and inserting the following: ‘“‘is a hospital (or,
in the case of a facility that closed during the 12-month period
that ends on the date the facility applies for such designation,
at the time the facility closed),”.

(3) ELIGIBILITY OF URBAN HOSPITALS.—Section 1820(f)(1)(A)
(42 US.C. 1395i-4(fX1NA)) is amended by striking the semicolon
and inserting the following: *, or is located in a county whose
geographic area is substantially larger than the average geo-
graphic area for urban counties in the United States and whose
hospital service area is characteristic of service areas of hospi-
tals located in rural areas;”.

(4) EFFECTIVE DATE.—The amendments made by paragraphs
gl), (124), and (3) shall take effect on the date of the enactment of

s Act.

(e) SKILLED NURSING FaciLrry RoutiNng Cost Limirs.—

(1) IN 6ENERAL.—Section 6024 of the Omnibus Budget Recon-
ciliation Act of 1989 is amended by adding at the end the fol-
lowing new sentence: “The Secretary shall update such costs
under such section for cost reporting periods beginning on or
after October 1, 1989, by using cost reports submitted by skilled
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nursing facilities for cost reporting periods ending not earlier
than January 31, 1988, and not later than December 31, 1988.”.

(2) 2-YEAR UPDATES REQUIRED.—Section 1888(a) (42 U.S.C.
1395yy(a)) is amended in the matter following paragraph (4) by
striking the period and inserting the following: *, and shall, for
cost reporting periods beginning on or after October 1, 1992 and
every 2 years thereafter, provide for an update to the per diem
cost limits described in this subsection”,

(3) EFFECTIVE DATE.—The amendments made by paragraphs
(1) and (2) shall take effect as if included in the enactment of
the Omnibus Budget Reconciliation Act of 1989.

() CLARIFICATION OF EXTENSION OF WaIVER FOR FINGER LAKES
AREA HosPiTAL CORPORATION.—

(1) IN GENERAL.—The second sentence of section 1886(c)4) (42
US.C. 1395ww(cX4) is amended by striking “rate of increase
from” and inserting ‘payments under the State system as com-
pared to aggregate payments which would have been made
under the national system since”’.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall take effect as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1989.

(8) ENROLLMENT IN PART A FOR HMO MEMBERS.—
(1) IN GENERAL.—Section 1818(c) (42 U.S.C. 1395i-2(c) is
amended—
(A) by striking “and” at the end of paragraph (5),
(B) by striking the period at the end of paragraph (6) and
inserting a semicolon, and
(C) by adding at the end the following new paragraphs:

“47) an individual who meets the conditions of subsection (a)
may enroll under this part during a special enrollment period
that includes any month during any part of which the individ-
ual is enrolled under section 1876 with an eligible organization
and ending with the last day of the 8th consecutive month in
which the individual is at no time so enrolled; )

“(8) in the case of an individual who enrolls during a special
enrollment period under paragraph (7)— o

‘YA) in any month of the special enrollment period in
which the individual is at any time enrolled under section
1876 with an eligible organization or in the first month fol-
lowing such a month, the coverage period shall begin on
the first day of the month in which the individual so en-
rolls (or, at the option of the individual, on the first day of
any of the following three months), or )

“(B) in any other month of the special enrollment period,
the coverage period shall begin on the first day of the
month following the month in which the individual so en-
rolls; and

“9) in applying the provisions of section 183.9(_b), 'th.ere shall
not be taken into account months for which the individual can
demonstrate that the individual was enrolled under section
1876 with an eligible organization.”.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall take effect on February 1, 1991.
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(h) NursinG HoME REFORM.—
(1) NURSE AIDE TRAINING AND COMPETENCY EVALUATION.—

(A) NOo COMPLIANCE ACTIONS BEFORE EFFECTIVE DATE OF
GUIDELINES.—The Secretary of Health and Human Services
may not refuse to enter into an agreement or cancel an ex-
isting agreement with a State under section 1864 of the
Social Security Act on the basis that the State failed to
meet the requirement of section 1819(eX1XA) of such Act
before the effective date of guidelines, issued by the Secre-
tary, establishing requirements under section 1819(f(2XA)
of such Act, if the State demonstrates to the satisfaction of
the Secretary that it has made a good faith effort to meet
such requirement before such effective date.

(B) PART-TIME NURSE AIDES NOT ALLOWED DELAY IN
TRAINING.—Section 1819(bX5XA) (42 U.S.C. 1396r(bX5)XA)) is
amended—

(i) by striking “A skilled nursing facility” and insert-
ing “(1) Exce,pt as provided in clause (i), a skilled nurs-
ing facility’;

(it) by striking ‘“(on a full-time, temporary, per diem,
or other basis) and inserting “on a full-time basis’’

(iit) by striking “()” and ‘()" and inserting ‘(D"
and “dD’: and

(iv) by adding at the end the following:

“liv) A skilled nursing facility must not use on a tem-
porary, per diem, leased, or on any basis other than as
a permanent employee any individual as a nurse aide
in the facility on or after January 1, 1991, unless the
;’(jd’}'vidual meets the requirements described in clause
).

(C) REQUIREMENT TO OBTAIN INFORMATION FROM NURSE
AIDE REGISTRY.—Section 1819(b)5)C) (42 U.S.C. 1395i-
JBNSNC)) is amended by striking ‘‘the State registry estab-
lished under subsection (eX2)A) as to information in the
registry” and inserting ‘“any State registry established
under subsection (eX2XA) that the facility believes will in-
clude information”.

(D) RETRAINING OF NURSE AIDES.—Section 1819(b)(5)XD)
42 US.C. 1395i-3b)5)D) is amended by striking the
period at the end and inserting “, or a new competency
evaluation program.’’.

(E) CLARIFICATION OF NURSE AIDES NOT SUBJECT TO
CHARGES.—Section  1819(f(2XA)iv) (42 US.C 1395i-
3P2NAXiv) is amended—

(i) in subclause (I), by striking “and” at the end;

(ii) in subclause (II), by inserting after “nurse aide”
the following: “who is employed by (or who has re-
ceived an offer of employment from) a facility on the
da(q on which the aide begins either such program”’:

(iit) in subclause (II), by striking the period at the
end and inserting “, and”; and

(iv) by adding at the end the following new sub-
clause:

“dID) in the case of a nurse aide not described in
subclause (II) who is employed by (or who has re-



51

ceived an offer of employment from) a facility not
later than 12 months after completing either such
program, the State shall provide for the reimburse-
ment of costs incurred in completing such program
on a prorata basis during the period in which the
nurse aide is so employed.”.

(F) MODIFICATION OF NURSING FACILITY DEFICIENCY
STANDARDS.—

(1) IN GENERAL.—Section 1819(fX2XBXiiixI) (42 U.S.C.
1395i-3(fX2XBXiiiX1)) is amended to read as follows:

“() offered by or in a skilled nursing facility
which, within the previous 2 years—

“la) has operated under a waiver under sub-
section (DX4XCXuXID;

“(b) has been subject to an extended (or par-
tial extended) survey under subsection
(BX2XBXi) or section 1919(g)(2XBXi); or

“lc) has been assessed a civil money penalty
described in subsection (R)X2XBXii) or section
1919(hX2XAXGV) of not less than $5,000, or has
been subject to a remedy described in clauses
(i) or (iti) of subsection (h)2)(B), subsection
(hX4), section 1919(hX1XBXi), or in clauses (i),
(iit), or (iv) of section 1919(h)2)(A), or”.

(ii) ErfFEcTIVE DATE.—The amendments made by
clause (i) shall take effect as if included in the enact-
ment of the Omnibus Budget Reconciliation Act of
1987, except that a State may not approve a training
and competency evaluation program or a competency
evaluation program offered by or in a nursing facility
which, pursuant to any Federal or State law within
the 2-year period beginning on October 1, 1988—

(1) had its participation terminated under title
XVIII of the Social Security Act or under the State
plan under title XIX of such Act;

D) was subject to a denial of payment under
either such title;

(ID) was assessed a civil money penalty not less
than $5,000 for deficiencies in nursing facility
standards;

V) operated under a temporary management
appointed to oversee the operation of the facility
and to ensure the health and safety of the facili-
ty’s residents; or

(V) pursuant to State action, was closed or had
its residents transferred.

(G) CLARIFICATION OF STATE RESPONSIBILITY TO DETER-
MINE COMPETENCY.—Section 1819(fX2XB) (42 U.S.C. 1395i-
3(X2XB)) is amended in the second sentence by inserting
“(through subcontract or otherwise)” after “may not dele-
gate”.

(H) EFFECTIVE DATE.—Except as provided in subpara-
graph (F), the amendments made by this subsection shall
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take effect as if they were included in the enactment of the
Omnibus Budget Reconciliation Act of 1987.
(2) OTHER AMENDMENTS.—

(A) ASSURANCE OF APPROPRIATE PAYMENT AMOUNTS.—(i)
Section 1861(wXIXE) (42 U.S.C. 1395x(vX1XE)) is amended in
the second sentence by striking “the costs of such facilities”
and inserting “the costs (including the costs of services re-
quired to attain or maintain the highest practicable physi-
cal, mental, and psychosocial well-being of each resident el-
igible for benefits under this title) of such facilities”.

(ii) Section 1888(dx1) (42 U.S.C. 1395xx(d)X1) is amended
in the first sentence by striking “(and capital-related costs)”
and inserting ‘“(including the costs of services required to
attain or maintain the highest practicable physical,
mental, and psychosocial well-being of each resident eligi-
ble for benefits under this title) and capital-related costs’.

(B) DISCLOSURE OF INFORMATION OF QUALITY ASSESSMENT
AND ASSURANCE COMMITTEES.—Section 1819(bXIXB) (42
US.C. 1395i-3)X1XB)) is amended by adding at the end
the following new sentence: “A State or the Secretary may
not require disclosure of the records of such committee
except insofar as such disclosure is related to the compli-
ance of such committee with the requirements of this sub-
paragraph.”.

(C) PERIOD FOR RESIDENT ASSESSMENT.—Section
1819)BXCXGXD (42 U.S.C. 1395i-3W)3XCXiXT) is amended
by striking “4 days” and inserting “not later than 14 days’.

(D) CLARIFICATION OF RESPONSIBILITY FOR SERVICES FOR
MENTALLY ILL AND MENTALLY RETARDED RESIDENTS.—Sec-
tion 1819(b)4)A) (42 US.C. 1395i-3(b)4)A)) is amended—

(i) by striking “and’’ at the end of clause (v),

(ii) by striking the period at the end of clause (vi)
and inserting ‘c and”, and

(iii) by inserting after clause (vi) the following new
clause:

“(vii) treatment and services required by mentally ill
and mentally retarded residents not otherwise provided
or arranged for (or required to be provided or arranged
for) by the State.”.

(E) NOTIFICATION OF SECRETARIAL WAIVER.—Section
1819)4)C)ay) (42 U.S.C. 1395i-3bYYNCNGi) is amended—

(i) by striking “and” at the end of subclause (II);

(it) by striking the period at the end of subclause (III)
and inserting a comma; and

(iii) by adding at the end the following new sub-
clauses:

“IV) the Secretary provides notice of the waiver
to the State long-term care ombudsman (estab-
lished under section 307(aX12) of the Older Ameri-
cans Act of 1965) and the protection and advocacy
system_in the State for the mentally ill and the
mentally retarded, and

“(V) the facility that is granted such a waiver
notifies residents of the facility (or, where appro-
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priate, the guardians or legal representatives of
such residents) and members of their immediate
families of the waiver.”,

(F) CLARIFICATION OF DEFINITION OF NURSE AIDE.—Sec-
tion 1819(bXSXFXi) (42 U.S.C. 1395i-3(bI5)F)G) is amended
by str"’lkmg “G)),” and inserting ‘“(G)) or a registered dieti-
cuan,”.

(G) RESIDENTS’ RIGHTS TO REFUSE INTRA-FACILITY TRANS-
FERS FOR NON-MEDICAL REASONS.—Section 1819(c)1XA) (42
U.S.C. 1395i-3(cX1XA)) is amended—

(i) by redesignating clause (x) as clause (xi) and by in-
serting after clause (ix) the following new clause:

“(x) REFUSAL OF CERTAIN TRANSFERS.—The right to
refuse a transfer to another room within the facility, if
a purpose of the transfer is to relocate the resident
from a portion of the facility that is a skilled nursing
facility (for purposes of this title) to a portion of the fa-
cility that is not such a skilled nursing facility.”; and

(B) by adding at the end the following: “A resident’s exer-
cise of a right to refuse transfer under clause (x) shall not
affect the resident’s eligibility or entitlement to benefits
under this title or to medical assistance under title XIX of
this Act.”.

(H) RESIDENT ACCESS TO CLINICAL RECORDS.—Section
1819(cX1XAXiv) (42 US.C. 1395i-3(cX1XA)iv) is amended
bly inserting before the period at the end the following:
“and to access to current clinical records of the resident
upon request by the resident or the resident’s legal repre-
sentative, within 24 hours (excluding hours occurrin,
during a weekend or holiday) after making such a request”.

(I) INCLUSION OF STATE NOTICE OF RIGHTS IN FACILITY
NOTICE OF RIGHTS.—Section 1819(cX1)(BXii) (42 U.S.C.
1395i-8(cX1XBXii) is amended by inserting ‘‘including the
notice (if any) of the State developed under section
1919(e)X6)”’ after “in such rights)”.

(/) SPECIFICATION OF REQUIRED PROGRAMS.—Section
1819(eX1XA) (42 U.S.C. 1395i-3(e)(1)(A)) is amended by strik-
ing “clause (i) or (ii) of subsection (fX2XA)” and inserting
“subsection (fX2)".

(K) CLARIFICATION OF NURSE AIDE REGISTRY REQUIRE-
MENTS.—Section 1819(eX2) (42 US.C. 1395i-3(e)2) is
amended—

(i) in subparagraph (A), by striking the period and
inserting the following: “, or any individual described
in subsection (fX2XBXii) or in subparagraph (B), (C), or
(D) of section 6901(bX4) of the Omnibus Budget Recon-
ciliation Act of 1989.”; and

(ii) by adding at the end the following new subpara-

graph:

“(C) PROHIBITION AGAINST CHARGES.—A State may not
impose any charges on a nurse aide relating to the registry
established and maintained under subparagraph (A).”.

(L) CLARIFICATION ON FINDINGS OF NEGLECT.—Section
1819eX1IXC) (42 US.C. 1395i-3(gX1XC) is amended by
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adding at the end the following: “A State shall not make a
finding that an individual has neglected a resident if the
individual demonstrates that such neglect was caused by
factors beyond the control of the individual.”.

(M) TIMING OF PUBLIC DISCLOSURE OF SURVEY RESULTS.—
Section 1819(gX5)AXY) (42 U.S.C. 1395i-3(N5XA)G) is
amended by striking “deficiencies and plans” and inserting
“deficiencies, within 14 calendar days after such informa-
tion is made available to those facilities, and approved
plans’.

(N) OMBUDSMAN PROGRAM COORDINATION WITH STATE
SURVEY AND CERTIFICATION AGENCIES.—Section 1819%(g)(5)XB)
42 US.C. 1395i-3(gX5XB)) is cmended by striking “with re-
spect” and inserting ‘“or of any adverse action taken
against a skilled nursing facility under paragraphs (1), (9),
or (§) of subsection (h), with respect”.

(O) MAINTAINING REGULATORY STANDARDS FOR CERTAIN
SERVICES.—Any regulations promulgated and applied by
the Secretary of Health and Human Services after the date
of the enactment of the Omnibus Budget Reconciliation Act
of 1987 with respect to services described in clauses (it), (iv),
and (v) of section 1819(b)4NA) of the Social Security Act
shall include requirements for providers of such services
that are at least as strict as the requirements applicable to
providers of such services prior to the enactment of the Om-
nibus Budget Reconciliation Act of 1987.

(P) EFFecTIVE DATES.—The amendments made by this
paragraph shall take effect as if they were included in the
ir;g;tment of the Omnibus Budget Reconciliation Act of

(1) CLARIFICATION OF SECRETARIAL WAIVER AUTHORITY.—

(1) RURAL HOSPITAL DEMONSTRATION.—The Secretary of
Health and Human Services is authorized to waive such provi-
stons of title XVIII of the Social Security Act as are necessary
to conduct any demonstration project for limited-service rural
hospitals with respect to which the Secretary has entered into
an agreement before the date of the enactment of the Omnibus
Budget Reconciliation Act of 1989.

(2) NURSING HOME DEMONSTRATIONS.—Section 6901(d)3)B) of
the Omnibus Budget Reconciliation Act of 1989 is amended—

(A) by striking “Wisconsin” and inserting “Wisconsin
and nursing home case-mix demonstration projects in other
States’: and

(B) by striking the second sentence.

(3) STATE WAIVER AUTHORITY.—Section 1814(b) (42 U.S.C.
1395f(b)) is amended—

_ (A) in paragraph (3XB), by striking “October 1, 1983” and
inserting ‘“January 1, 1981

(B) in the second sentence, by striking “seventh month”
and inserting “37th month”: and

(C) by adding at the end the following: “If, by the end of
such 36-month period, the Secretary determines, based on
evidence submitted by the Governor of the State, that nei-
ther of the conditions described in subparagraph (A) or (B)
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of paragraph (3) continues to apply, the Secretary shall con-
tinue without interruption payment to hospitals in the
State under the State’s system. If, by the end of such 36-
month period, the Secretary determines, based on such evi-
dence, that either of the conditions described in subpara-
graph (A) or (B) of such paragraph continues to apply, the
Secretary shall (i) collect any net excess reimbursement to
hospitals in the State during such 36-month period (basing
such net excess reimbursement on the net difference, if any,
in the rate of increase in costs per hospital inpatient admis-
sion under the State system compared to the rate of in-
crease in such costs with respect to all hospitals in the
United States over the 36-month period, as measured by in-
cluding the cumulative savings under the State system
based on the difference in the rate of increase in costs per
hospital inpatient admission under the State system as
compared to the rate of increase in such costs with respect
to all hospitals in the United States between January I,
1981, and the date of the Secretary’s initial notice), and (i)
provide a reasonable period, not to exceed 2 years, for tran-
sition from the State system to the national payment
system.”’.

(4) EFrecTIVE DATE.—The amendment made by paragraphs
(1) and (2) shall be effective as if included in the enactment of
the Omnibus Budget Reconciliation Act of 1989.

() DETERMINATION OF REASONABLE COSTS RELATING TO SWING
Beps.—

(1) IN GENERAL.—Section 1883(a)2XB) (iXID) (42 US.C.
1395tt(aX2XBXiiXII) is amended by striking ‘“the previous calen-
dar year” and all that follows through the period and inserting
“the most recent year for which cost reporting data are avail-
able with respect to such services (increased in a compounded
manner by the applicable increase for payments for routine serv-
ice costs of skilled nursing facilities under section 1888 for sub-
sequent cost reporting periods and up to and including such cal-
endar year) under this title to freestanding skilled nursing fa-
cilities in the region (as defined in section 1886(dX2)D)) in
which the facility is located.”.

(2) HoLp HARMLESS.—If, as a result of the amendment made
by paragraph (1), the reasonable cost of routine services fur-
nished by a hospital during a calendar year (as determined
under section 1883 of the Social Security Act) is less than the
reasonable cost of such services determined under such section
for the previous calendar year, the reasonable cost of such serv-
ices furnished by the hospital during the calendar year under
such section shall be equal to the reasonable cost determined
under such section for the previous calendar year.

(3) SWING BEDS CERTIFIED PRIOR TO MAY 1, 1987.—Notwith-
standing the requirement of section 1883(bX1) of the Social Se-
curity Act that the Secretary may not enter into an agreement
under such section with a hospital that is not located in a rural
area, any agreement entered into under such section on or before
May 1, 1987, between the Secretary of Health and Human Serv-
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t;;s and a hospital located in an urban area shall remain in
effect.

(4) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply to services furnished on or after October 1, 1990.

(k) PrROSPECTIVE PAYMENT SYSTEM FOR SKILLED NURSING FAcILI-
TY SERVICES.—

(1) DEVELOPMENT OF PROPOSAL.—The Secretary of Health and
Human Services shall develop a proposal to modify the current
system under which skilled nursing facilities receive payment
for extended care services under part A of the medicare program
or a proposal to replace such system with a system under which
such payments would be made on the basis of prospectively de-
termined rates. In developing any proposal under this para-
graph to replace the current system with a prospective payment
system, the Secretary shall—

(A) take into consideration the need to provide for appro-
priate limits on increases in expenditures under the medi-
care program without jeopardizing access to extended care
services for individuals unable to care for themselves;

(B) provide for adjustments to prospectively determined
rates to account for changes in a facility’s case mix, volume
of cases, and the development of new technologies and
standards of medical practice;

(C) take into consideration the need to increase the pay-
ment otherwise made under such system in the case of serv-
ices provided to patients whose length of stay or costs of
treatment greatly exceed the length of stay or cost of treal-
ment provided for under the applicable prospectively deter-
mined payment rate;

(D) take into consideration the need to adjust payments
under the system to take into account factors such as a dis-
proportionate share of low-income patients, differences in
wages and wage-related costs among facilities located in
various geographic areas, and other factors the Secretary
considers appropriate; and

(E) take into consideration the appropriateness of classi-
fying patients and payments upon functional disability,
cognitive impairment, and other patient characteristics.

(2) REPORTS.—(A) By not later than April 1, 1991, the Secre-
tary (acting through the Administrator of the Health Care Fi-
nancing Administration) shall submit any research studies to
be used in developing the proposal under paragraph (1) to the
Committee on Finance of the Senate and the Committee on
Ways and Means of the House of Representatives.

(B) By not later than September 1, 1991, the Secretary shall
submit the proposal developed under paragraph (1) to the Com-
mittee on Finance of the Senate and the Committee on Ways
and Means of the House of Representatives.

(C) By not later than March 1, 1992, the Prospective Payment
Assessment Commission shall submit an analysis of and com-
ments on the proposal developed under paragraph (1) to the
Committee on Finance of the Senate and the Committee on
Ways and Means of the House of Representatives.
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(1) Review oF HosPITAL REGULATIONS WiTH RESPECT T0 RURAL
HoSPITALS.—

(1) In GeNERAL.—The Secretary of Health and Human Serv-
ices shall review the requirements applicable under title X VIII
of the Social Security Act to determine which requirements
could be made less administratively and economically burden-
some (without diminishing the quality of care) for hospitals de-
fined in section 1886(dX1XB) of such Act that are located in a
rural area (as defined in section 1886(d}2XD) of such Act). Such
review shall specifically include standards related to staffing
requirements.

(2) ReporT.—The Secretary of Health and Human Services
shall report to Congress by April 1, 1992, on the results of the
review conducted under subsection (a), and include conclusions
on which regulations, if any, should be modified with respect to
hospitals described in subsection (a).

(m) MisceLLANEOUS TECHNICAL CORRECTIONS.—

(1) APPLICATION OF PREENTITLEMENT PSYCHIATRIC HOSPITAL
SERVICES TO LIMIT ON INPATIENT HOSPITAL SERVICES.—Effective
as if included in the enactment of the Medicare Catastrophic
Coverage Repeal Act of 1989, section 101(b)1)(B) is amended by
inserting ‘(other than the limitation under section 1812(c) of
such Act)” after “limitation’’.

(2) PROVISIONS RELATING TO HOSPITALS.—

A) Section 1886(d)5)XD)iit) 42 US.C
1395ww@X5)D)iii), as amended by section 6003(e)(1)(A)iv)
of Omnibus Budget Reconciliation Act of 1989 (in this sub-
section referred to as “OBRA-1989"), is amended by strik-
ing “The term” and inserting “For purposes of this title,
the term’.

(B) Section 1820 of such Act (42 U.S.C. 1395i-4), as added
by section 6003(gX1XA) of the Omnibus Budget Reconcilia-
tion Act of 1989, is amended—

(i) in subsection (d)(1), by striking “demonstration’’;

(ii) in subsection (gX1)XAXii), by striking “rural refer-
ral center’” and inserting “regional referral center’;
and

(iii) in subsection (j), by inserting “and part C” after
“this part”.

(C) Section 6003(NC)viiXI) of the Omnibus Budget
Reconciliation Act of 1989 is amended by striking ‘“each
place it appears”.

(D) Section 1835(c) of the Social Security Act (42 U.S.C.
1395n(c)) is amended—

(i) in the first sentence, by striking “a hospital” and
inserting “a hospital or a rural primary care hospital’;

(ii) in the second sentence, by striking “1833(a)(2)”
and inserting “1833(aX2) (or, in the case of a rural pri-
mary care hospital, in accordance with section
1833(aX6))”; and

(iii) by striking the third sentence.

(3) TECHNICAL CORRECTIONS RELATING TO OTHER PROVIDERS
OF SERVICES.—
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(A) Section 1814GXIXCXi) (42 US.C. 1395fGXIXNCXi)), as
amended by section 6005(aX2) of the Omnibus Budget Rec-
onciliation Act of 1989, is amended by striking “during
fiscal year 1990” and inserting “on or after January I,
1990, and on or before September 30, 1990,

(B) Section 6005(c) of the Omnibus Budget Reconciliation
Act of 1989 is amended by striking “subsection (a)” and in-
serting “subsections (a) and (b)’.

(C) Section 1818A(dX1) (42 U.S.C. 1395i-2a(dX1)), as in-
serted by section 6012(a)X?) of the Omnibus Budget Reconcil-
iation Act of 1989, is amended—

(i) in subparagraph (A), by inserting ‘“for enrollment
under this section’ after “Premiums”, and
(ii) by striking subparagraph (C).

(D) Section 1818(gX2XB) (42 U.S.C. 1395i-2(gX2XB)), as
added by section 6013(a) of the Omnibus Budget Reconcilia-
tion Act of 1989, is amended by striking ‘“subsection (c)”
and inserting “subsection (cX6)".

(F) Section 1819((2XAXii) (42 U.S.C. 1395i-3(fX2XAXii) is
amended by striking “and’ at the end.

(G) Section 1866(aX1)YF) (42 U.S.C. 1395cc(aXIXF) is
amended—

(i) in clause (i), by striking the comma at the end and
inserting ‘)", and

(ii) in clause (ii), by striking “(4)XA)” and inserting
“(3XA)” and by striking the semicolon at the end and
inserting a comma.

PART 2—PROVISIONS RELATING TO PART B

Subpart A—Payment for Physicians’ Services

SEC. 4101. CERTAIN OVERVALUED PROCEDURES.
(a) PREvIOUSLY IDENTIFIED PROCEDURES.—Section 1842(b)(14) (42
US.C. 1395u(b)14)) is amended—
(1) by inserting “(1)"” after ‘“(14)(A)”; and
(2) by adding at the end of subparagraph (A) the following
new clause:

“tit) In determining the reasonable charge for a physicians’ service
specified in subparagraph (C)i) and furnished during 1991, the pre-
vailing charge for such service shall be the prevailing charge other-
wise recognized for such service for the period during 1990 begin-
ning on April 1, reduced by the same amount as the amount of the
reduction effected under this paragraph (as amended by the Omni-
bus Oliiugget Reconciliation Act of 1990) for such service during such
period.”.

(b) UNSURVEYED SURGICAL AND TECHNICAL PROCEDURES.—(1) Sec-
tion 1842(b) (42 U.S.C. 1395u(b)) is amended by adding at the end
the following new paragraph:

“(16XA) In determining the reasonable charge for all physicians’
services other than physicians’ services specified in subparagraph
(B) furnished during 1991, the prevailing charge for a locality shall
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be 6.5 percent below the prevailing charges used in the locality
under this part in 1990 after March 31.

“(B) For purposes of subparagraph (A), the physicians’ services
specified in this subparagraph are as follows:

“ti) Radiology, anesthesia and physician pathology services,
the technical components of diagnostic tests specified in para-
graph (17) and physicians’ services specified in paragraph
(14XCXi).

“(ii) Primary care services specified in subsection (i)(}), hospi-
tal inpatient medical services, consultations, other visits, pre-
ventive medicine visits, psychiatric services, emergency care fa-
cility services, and critical care services.

“tit) Partial, simple and subcutaneous mastectomy; tendon
sheath injections; small joint arthrocentesis; femoral fracture
treatments; trochanteric fracture treatments; endotracheal intu-
bation; thoracentesis; thoracostomy; lobectomy; aneurysm repair;
enterectomy; colectomy; cholecystectomy; cystourethroscopy; tran-
surethral fulguration; transurerethral resection; sacral laminec-
ton%y; tympanoplasty with mastoidectomy, and ophthalmosco-

(2) In applying section 1842(b)X16) of the Social Security Act:

(A) The codes for the procedures specified in clause (ii) are as
follows: Hospital inpatient medical services (HCPCS codes
90200 through 90292), consultations (HCPCS codes 390600
through 90654), other visits (HCPCS code 90699), preventive
medicine visits (HCPCS codes 90750 through 90764), psychiatric
services (HCPCS codes 90801 through 90862), emergency care fa-
cility services (HCPCS codes 99062 through 99065), and critical
care services (HCPCS codes 99160 through 99174).

(B) The codes for the procedures specified in clause (iii) are as
follows: Partial, simple and subcutaneous mastectomy (HCPCS
codes 19160 and 19162); tendon sheath injections and small
Jjoint arthrocentesis (HCPCS codes 20550, 20600, 20605, and
20610); femoral fracture and trochanteric fracture treatments
(HCPCS codes 27230, 27232, 27234, 27238, 27240, 27242, 27246,
and 27248): endotracheal intubation (HCPCS code 31500); thora-
centesis (HCPCS code 32000); thoracostomy (HCPCS codes
32020, 32035, and 32036); aneurysm repair (HCPCS codes
25111); cystourethroscopy (HCPCS code 52340); transurethral
fulguration and resection (HCPCS codes 52606 and 52620); tym-
panoplasty with mastoidectomy (HCPCS code 69645); and oph-
thalmoscopy (HCPCS codes 92250, and 92260)."".

SEC. 4102. RADIOLOGY SERVICES.
(a) RepucrioN IN Fee ScHEDULE.—Section 1834(bX4) (42 U.S.C.
1395m)4) is amended—
(1) by redesignating subparagraphs (D) and (E) as subpara-
graphs (E) and (F), respectively, and )
(9) by inserting after subparagraph (C) the following new sub-
ragraph:

“(D) 1991 rEE scuEDULES.—For radiologist services (other
than portable X-ray services) furnished under this part
during 1991, the conversion factors used in a locality under
this subsection shall be determined as follows:
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“i) NATIONAL WEIGHTED AVERAGE CONVERSION
FACTOR.—The Secretary shall estimate the national
weighted average of the conversion factors used under
this subsection for services furnished during 1990 be-
ginning on April 1, using the best available data.

‘“ii) REDUCED NATIONAL WEIGHTED AVERAGE.—The
national weighted average estimated under clause (i)
shall be reduced by 13 percent.

“tiit) COMPUTATION OF 1990 LOCALITY INDEX RELA-
TIVE TO NATIONAL AVERAGE.—The Secretary shall es-
tablish an index which reflects, for each locality, the
ratio of the conversion factor used in the locality under
this subsection to the national weighted average esti-
mated under clause (i).

“Gv) LocAL ADJUSTMENT.—Subject to clause (vii), the
conversion factor to be applied to the professional or
technical component of a service in a locality is the
sum of Y% of the locally-adjusted amount determined
under clause (v) and % of the GPCl-adjusted amount
determined under clauses (vi).

‘o) LOCALLY-ADJUSTED AMOUNT.—For purposes of
clause (iv), the locally adjusted amount determined
under this clause is the product of (I) the national
weighted average conversion factor computed under
clause (it), and (II) the index value established under
clause (iii) for the locality.

“(vi) GPCI-ADJUSTED AMOUNT.—For purposes of
clause (iv), the GPCl-adjusted amount determined
under this clause is the sum of—

“(I) the product of (a) the portion of the reduced
national weighted average conversion factor com-
puted under clause (ii) which is attributable to
Pphysician work and (b) the geographic work index
value for the locality (specified in Addendum C to
the Model Fee Schedule for Physician Services
(published on September 4, 1990, 55 Federal Regis-
ter pp. 36'238-36‘223)); and

“dD) the product of (a) the remaining portion of
the reduced national weighted average conversion
factor computed under clause (ii), and (b) the geo-
graphic practice cost index value specified in sec-
tion 1842(bX14XCXiv) for the locality.

In applying this clause with respect to the professional
component of a service, 80 percent of the conversion
factor shall be considered to be attributable to physi-
cian work and with respect to the technical component
of the service, 0 percent shall be considered to be attrib-
utable to physician work.

“(vii) LIMITS ON CONVERSION FACTOR.—The conver-
sion factor to be applied to a locality under this sub-
paragraph to the professional or technical component
of a service shall not be more than 9.5 percent below
the conversion factor applied in the locality under sub-
paragraph (C) to such component, but in no case shall
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the conversion factor be less than 60 percent of the na-
tional weighted average of the conversion factors (com-
puted under clause (i).”’.

(b) SPECIAL RULE FOR TRANSITION FOR RADIOLOGY SERVICES.—
Section 1848(aX2XC) (42 U.S.C. 1395w-4(aX2XC) is amended—

(1) by inserting “AND RADIOLOGY” after “SPECIAL RULE FOR
ANESTHESIA”, and

(2) by adding at the end the following: “With respect to radi-
ology services, ‘109 percent’ and ‘9 percent’ shall be substituted
é(;r)‘( f1)15 percent’ and ‘15 percent’, respectively, in subparagraph

i)

(c) REDUCTION IN PREVAILING CHARGE LEVEL FOR OTHER RADIOL-
OGY SERVICES.—

(1) IN GeNERAL.—In applying part B of title XVIII of the
Social Security Act, the prevailing charge for physicians’ serv-
ices, furnished during 1991, which are radiology services may
not exceed the fee schedule amount established under section
1834(b) of such Act with respect to such services.

(2) ExcepTiOoN.—Paragraph (1) shall not apply to radiology
services which are subject to section 6105(b) of the Omnibus
Budget Reconciliation Act of 1989.

(d) RepuctioN IN PaymMENTS FOR TECHNICAL COMPONENTS OF
CERTAIN SCANNING SERVICES.—Section 1834(X4) (42 U.S.C
1395m(bX})) is amended by inserting after subparagraph (D) the fol-
lowing new paragraph:

“CB) In the case of the technical components of magnetic
resonance imaging (MRI) services and computer assisted to-
mography (CAT) services furnished after December 31, 1990,
the amount otherwise payable shall be reduced by 10 per-
cent.”.

(e) LiMitation oN ApJustMENTS.—For radiologist services fur-
nished during 1991 for which payment is made under section
1834(b) of the Social Security Act—

(1) a carrier may not make any adjustment, under section
1842(bX3XB) of such Act, in the payment amount for the service
under section 1834(b) on the basis that the payment amount is
higher than the charge applicable, for a comparable service and
under comparable circumstances, to the policyholders and sub-
scribers of the carrier,

(2) no payment adjustment may be made under section
1842(bX8) of such Act, and

(3) section 1842(bX9) of such Act shall not apply.

() Use or LocaLities.—Section 1834bX1MB) (42 US.C
1395m(bXIXB) is amended by inserting ‘“locality,” after ‘state-
wide, ",

(&) TREATMENT OF NUCLEAR MEDICINE PHYSICIANS.—

(1) CONTINUATION OF SPECIAL RULE.—Section 6105(b) of the
Omnibus Budget Reconciliation Act of 1989 is amended by
striking all that follows “Social Security Act” the second place
it appears and inserting the following: “beginning April 1, 1990,
and ending December 31, 1991, there shall be substituted for the
fee schedule otherwise applicable a fee schedule based % on the
fee schedule computed under such section (without regard to
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this subsection) and % on 101 percent of the 1988 prevailing
charge for such services.”.

(2) ADJUSTED  HISTORICAL PAYMENT  BASIS.—Section
1848(a)2XD) (42 U.8.C. 1395w-4(a)2)D)) is amended—

(A) in clause (ii) by inserting *, but excluding nuclear
medicine services that are subject to section 6105(b) of the
Omnibus Budget Reconciliation Act of 1989 after “section
1834(b)6)”, and

(B) by adding at the end the following:

“Giii) NUCLEAR MEDICINE SERVICES.—In applying
clause (i) in the case of physicians’ services which are
nuclear medicine services that are subject to section
6105() of the Omnibus Budget Reconciliation Act of
1989, there shall be substituted for the weighted aver-
age prevailing charge the amount provided under such
section.”.

(h) ExTENSION OF SPLIT BILLING RULE FOR INTERVENTIONAL Ra-
DIOLOGISTS.—Section 6105(c) of the Omnibus Budget Reconciliation
Act of 1989 is amended by inserting “or 1991” after “1990” each
place it appears.

(i) EFFECTIVE DATES.—

(1) Except as otherwise provided, the amendments made by
this section shall apply to services furnished on or after Janu-
ary 1, 1991.

(2) The amendment made by subsection (f) shall be effective
as if included in the enactment of the Omnibus Budget Recon-
ciliation Act of 1987.

SEC. 4103. ANESTHESIA SERVICES.
(a) RepucrioNn IN FEE ScuepULE.—Section 1842(g)1) (42 U.S.C.
1395u(g)1)) is amended—
(1) by inserting ‘“(A)” after ‘“(q)1)”, and
(2) by adding at the end the following new subparagraph:
“(B) For physician anesthesia services furnished under this part
during 1991, the prevailing charge conversion factor used in a locality
under this subsection shall be determined as follows:

“@i) The Secretary shall estimate the national weighted aver-
age of the prevailing charge conversion factors used under this
subsection for services furnished during 1990 after March 31,
using the best available data.

“@ii) The national weighted average estimated under clause (i)
shall be reduced by 7 percent.

“(iii) Subject to clause (iv), the prevailing charge conversion
factor to be applied in a locality is the sum of—

“(I) the product of (a) the portion of the reduced national
weighted average prevailing charge conversion factor com-
puted under clause (it) which is attributable to physician
work and (b) the geographic work index value for the local-
ity (specified in Addendum C to the Model Fee Schedule for
Physician Services (published on September 4, 1990, 55 Fed-
eral Register pp. 36238-36243)): and

“aD the‘ product_ of (a) the remaining portion of the re-
duced national weighted average prevailing charge conver-
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sion factor computed under clause (it) and (b) the geograph-
ic practice cost index wvalue specified in section
1842(6X14)(C)iv) for the locality.
In applying this clause, 70 percent of the prevailing charge con-
vers’z;on factor shall be considered to be attributable to physician
work.

“Giv) The prevailing charge conversion factor to be applied to
a locality under this subparagraph shall not be reduced by
more than 15 percent below the prevailing charge conversion
factor applied in the locality for the period during 1990 after
March 31, but in no case shall the prevailing charge conversion
factor be less than 60 percent of the national weighted average
of the prevailing charge conversion factors (computed under
clause (1)).".

(b) EXTENSION OF REDUCTION FOR SUPERVISION OF CONCURRENT
SErVICES.—Section 1842(bX13) (42 U.S.C. 1395u(b)13)) is amended
by striking “1991" each place it appears and inserting ‘“1996"

SEC. 4104. PHYSICIAN PATHOLOGY SERVICES.

(a) REDUCTION IN PAYMENTS FOR PHYSICIAN PATHOLOGY SERV-
ICES.—Subsection (f) of section 1834 (42 U.S.C. 1395m) is amended to
read as follows:

“(f) REDUCTION IN PAYMENTS FOR PHYSICIAN PATHOLOGY SERV-
ICES DURING Fi1scAL YEAR 1991.—

‘1) IN ceNERAL.—For physician pathology services furnished
under this part during 1991, the prevailing charges used in a
locality under this part shall be 7 percent below the prevailing
glllarges used in the locality under this part in 1990 after March

“42) Livitation.—The prevailing charge for the technical
and professional components of an physician pathology cervice
furnished by a physician through an independent laboratory
shall not be reduced pursuant to paragraph (1) to the extent
that such reduction would reduce such prevailing charge below
115 percent of the prevailing charge for the professional compo-
nent of such service when furnished by a hospital-based physi-
cian in the same locality. For purposes of the preceding sen-
tence, an independent laboratory is a laboratory that is inde-
pendent of a hospital and separate from the attending or con-
sulting physicians’ office.”’

(b) CONFORMING AMENDMENTS.—

(1) Section 1833(aXIXJ) of such Act (42 US.C. 1395l(@@)1)) is
amended by striking “or physician pathology services” and by
striking “or section 1834(f), respectively”.

(2) Section 1848(aX1) of such Act (42 US.C. 1395w-4(a)1)) is
amended by striking “or 1834(f)".

(3) Section 4050 of the Omnibus Budget Reconciliation Act of
1987 is repealed.

(¢) AnciLLARY Poricy.—The Secretary of Health and Human
Services, in establishing ancillary policies under section 1848(c)3) of
the Social Security Act, shall consider an appropriate adjustment to
reflect the technical component of furnishing physician pathology
services through a laboratory that is independent of a hospital and
separate from an attending or consulting physician'’s office.
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(d) EFrFecTIVE DATE.—The amendments made by this section
shall apply to services furnished on or after January 1, 1991.

SEC. 4105. UPDATE FOR PHYSICIANS’ SERVICES.

(a) PERCENTAGE INCREASE IN MEI For 1991.—

(1) In GENERAL.—Section 1842MWX4XE) (42 USC.
1395u(BX4IXE)) is amended by adding at the end the following
new clause:

“(v) For purposes of this part for items and services furnished in
1991, the percentage increase in the MEI is—

‘d‘(I) 0 percent for services (other than primary care services),
an

“II) 2 percent for primary care services (as defined in subsec-
tion (4.

(2) CUSTOMARY CHARGES FOR 1991.—Section 1842(b)(}XB) (42
U.S.C. 1395u)X4)B) is amended by adding at the end the fol-
lowing new clause:

“Gv) In determining the reasonable charge under paragraph (3)
for physicians’ services (other than primary care services, as defined
in subsection (i)4) furnished during 1991, the customary charges
shall be the same customary charges as were recognized under this
section for the 9-month period beginning April 1, 1990. In a case in
which subparagraph (F) applies (relating to new physicians) so as to
limit the customary charges of a physician during 1990 to a percent
of prevailing charges, the previous sentence shall not prevent such
limit on customary charges under such subparagraph from increas-
ing in 1991 to a higher percent of such prevailing charges.”.

(3) CHANGE IN PAYMENT FOR YEARS AFTER 1991.—Section 1848
of such Act (42 US.C. 1395w-4) is amended in subsection
[@)SNA)—

(A) in clause (i), by inserting “except as provided in
clause (iii),” after ‘‘subparagraph (B),”, and
(B) by adding at the end the following new clause:

“(iii) ADJUSTMENT IN PERCENTAGE INCREASE.—In ap-
plying clause (i) for services furnished in 1992 for
which the appropriate update index is the index de-
scribed in clause (iiXI), the percentage increase in the
appropriate update index shall be reduced by 0.4 per-
centage points.”.

(b) INCREASE IN PREVAILING CHARGE FLOOR FOR PRIMARY CARE
SERVICES.—

(1) IN GENERAL.—Section 1842bX4NAXvi) of such Act (42
US.C. 1395u(b)})AXvi) is amended by striking “50 percent”
and inserting “60 percent”.

(2) BUDGET NEUTRAL IMPLEMENTATION.—In computing the
conversion factor under section 1848(dX1)XB) of the Social Secu-
rity Act for 1992, the Secretary of Health and Human Services
shall determine the estimated aggregate amount of payments
under part B of title XVIII of such Act for physicians’ services
in 1991 assuming that the amendments made by this subsection
did not apply.

(3) EFFECTIVE DATE.—The amendments made by paragraphs
91)1?9?11 (2) shall apply to services furnished on or after January
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(¢) VOLUME PERFORMANCE STANDARD FOR FiscaL YEar 1991.—
Section 1848(f) (42 U.S.C. 1395w-4(f) is amended—

1) in paragraph (1XC), by striking “1990” the first Dplace it
appears and inserting ‘“1991"’, and
(2) by adding at the end of paragraph (9) the following:

“(C) Notwithstanding subparagraph (A), the performance
standard rate of increase for a category of physicians’ serv-
ices for fiscal year 1991 shall be the sum of—

‘i) the Secretary’s estimate of the percentage by
which actual expenditures for the category of physi-
cians’ services under this part for fiscal year 1991
exceed actual expenditures for such category of services
in fiscal year 1990 (determined without regard to the
amendments made by the Omnibus Budget Reconcilia-
tion Act of 1990), and

“Gi) the Secretary’s estimate of the percentage in-
crease or decrease in expenditures for the category of
services in fiscal year 1991 (compared with fiscal year
1990) that will result from changes in law and regula-
tions (including the Omnibus Budget Reconciliation
Act of 1990), reduced by 2 percentage points.”.

(d) Not later than 45 days after the date of the enactment of this
Act, the Secretary of Health and Human Services, based on the most
recent data available, shall estimate and publish in the Federal
Register the performance standard rates of increase specified in sec-
tion 1848(fX2XC) of the Social Security Act for fiscal year 1991.

SEC. 4106. NEW PHYSICIANS AND OTHER NEW HEALTH CARE PRACTITION-
ERS.

(@) EXTENSION OF CUSTOMARY CHARGE LiMIT AND INCLUSION OF
HEALTH CARE PRACTITIONERS.—

(1) IN GENERAL.—Subparagraph (F) of section 1842(b)}) (42
U.S.C. 1395u(b)(4)) is amended to read as follows:

“FXv) In the case of physicians’ services and professional services
of a health care practitioner (other than primary care services and
other than services furnished in a rural area (as defined in section
1886(dX2XD)) that is designated, under section 332(a)(1XA) of the
Public Health Service Act, as a health manpower shortage area) fur-
nished during the physician’s or practitioner’s first through fourth
years of practice (if payment for those services is made separately
under this part and on other than a cost-related basis), the prevail-
ing charge or fee schedule amount to be applied under this part
shall be 80 percent for the first year of practice, 85 percent for the
second year of practice, 90 percent for the third year of practice, and
95 percent for the fourth year of practice, of the prevailing charge or
fee schedule amount for that service under the other provisions of
this part.

“(ii) For purposes of clause (i): o

“(D) The term ‘health care practitioner’ means a physician as-
sistant, certified nurse-midwife, qualified psychologist, nurse
practitioner, clinical social worker, physical therapist, occupa-
tional therapist, respiratory therapist, certified registered nurse
anesthetist, or any other practitioner as may be specified by the
Secretary.
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“lID) The term ‘first year of practice’ means, with respect to a
physician or practitioner, the first calendar year during the
first 6 months of which the physician or practitioner furnishes
professional services for which payment is made under this
part, and includes any period before such year.

“‘ITD The terms ‘second year of practice’, ‘third year of prac-
tice’, and ‘fourth year of practice’ mean the second, third, and
fourth calendar years, respectively, following the first year of
practice.”.

(2) CONFORMING AMENDMENTS.—Section 6108(a)2)XA) of the
Omnibus Budget Reconciliation Act of 1989 is amended—

(A) by inserting “or 1991” after “1990”, and
(B) by inserting “or 1990" after “1989’.

(b) AppLicATION UNDER FEE SCHEDULE.—

(1) IN GENERAL.—Section 1848(a) (42 U.S.C. 1395w-4(a)) is
amended by adding at the end the following new paragraph:

“C4) TREATMENT OF NEW PHYSICIANS.—In the case of physi-
cians’ services furnished by a physician before the end of the
physician’s first full calendar year of furnishing services for
which payment may be made under this part, and during each
of the 3 succeeding years, the fee schedule amount to be applied
shall be 80 percent, 85 percent, 90 percent, and 95 percent, re-
spectively, of the fee schedule amount applicable to physicians
who are not subject to this paragraph. The preceding sentence
shall not apply to primary care services or services furnished in
a rural area (as defined in section 1886(d)(2)) that is designated
under section 322(aX1XA) of the Public Health Service Act as a
health manpower shortage area.”.

(2) CONFORMING AMENDMENTS.—Section 1842b)4NF), as
amended by subsection (a), is amended—

(A) in clause (i), by striking “physicians’ services and”,

(B) in clause (i), by striking ‘‘physician’s or”, and

(C) in clause (itX1D), by striking “physician or” each place
it appears.

(c) CONFORMING ADJUSTMENT IN CONVERSION Facror COMPUTA-
TION.—In computing the conversion factor under section
1848(dX1XB) for 1992, the Secretary of Health and Human Services
shall determine the estimated aggregate amount of payments under
part B for physicians’ services in 1991 assuming that the amend-
ments made by this section (notwithstanding subsection (d)) applied
to all services furnished during such year.

(d) EFFECTIVE DATES.—

(1) The amendments made by subsection (a) apply to services
furnished after 1990, except that—

(A) the provisions concerning the third and fourth years
of practice apply only to physicians’ services furnished after
1990 and 1991, respectively, and

(B) the provisions concerning the second, third, and
fourth years of practice apply only to services of a health
care practitioner furnished after 1991, 1992, and 1993, re-

(g)spze"cltwely. 4 de b .

e amendments made subsection shall apply to
services furnished after 1991. Y ® i
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SEC. 4107. ASSISTANTS AT SURGERY.

(a) PHYSICIANS AS ASSISTANTS-AT-SURGERY.—

(1) IN GENERAL.—Section 1848() (42 US.C. 1395w-4(i) is
amended by adding at the end the following:

“C2) ASSISTANTS-AT-SURGERY.—

“lfA) IN GENERAL.—Subject to subparagraph (B), in the
case of a surgical service furnished by a physician, if pay-
ment is made separately under this part for the services of
a physician serving as an assistant-at-surgery, the fee
schedule amount shall not exceed 16 percent of the fee
schedule amount otherwise determined under this section
for the global surgical service involved.

“(B) DENIAL OF PAYMENT IN CERTAIN CASES.—If the Sec-
retary determines, based on the most recent data available,
that for a surgical procedure (or class of surgical proce-
dures) the national average percentage of such procedure
performed under this part which involve the use of a physi-
cian as an assistant at surgery is less than 5 percent, no
payment may be made under this part for services of an as-
sistant at surgery involved in the procedure.”.

(2) APPLICATION IN 1991.—Section 1848(i)(2) of the Social Se-
curity Act, as added by the amendment made by paragraph (1),
shall apply to services furnished in 1991 in the same manner as
it applies to services furnished after 1991. In applying the previ-
ous sentence, the prevailing charge shall be substituted for the
fee schedule amount.

(b) CoNrORMING AMENDMENT.—Section 1862(a)(15) of such Act (42
US.C. 1395y(a)15)) is amended—

(1) by inserting “(A)” after “(15)",

(2) by striking ‘% or” at the end and inserting *, or”, and

(3) by adding at the end the following new subparagraph.:

“(B) which are for services of an assistant at surgery to which
section 1848(iX2XB) applies; or”.

(c) ErFecTivE DaTE.—The amendment made by subsection shall
apply with respect to services furnished on or after January 1, 1992.
SEC. 4108. TECHNICAL COMPONENTS OF CERTAIN DIAGNOSTIC TESTS.

(@) IN GENERAL.—Section 1842(b) of the Social Security Act (42
US.C. 1395u(b)), as amended by section 4101, is further amended by
adding at the end the following new paragraph:

“(18) With respect to payment under this part for the technical (as
distinct from professional) component of diagnostic tests (other than
clinical diagnostic laboratory tests and radiology services, including
portable x-ray services) which the Secretary shall designate (based
on their high volume of expenditures under this part), the reasona-
ble charge for such technical component (including the applicable
portion of a global service) may not exceed the national median of
such charges for all localities, as estimated by the Secretary using
the best available data.”.

(b) ErrFecTive DaTE.—The amendment made by subsection (a)
shall apply to tests and services furnished on or after January 1,
1991.
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SEC. 4109. INTERPRETATION OF ELECTROCARDIOGRAMS.

(a) IN GENERAL.—Section 18}8(b) of the Social Security Act (42
U.S.C. 1395w-4(b)) is amended by adding at the end the following
new paragraph:

‘‘3) TREATMENT OF INTERPRETATION OF ELECTROCARDIO-
GRAMS.—If payment is made under this part for a visit to a
physician or consultation with a physician and, as part of or in
conjunction with the visit or consultation there is an electrocar-
diogram performed or ordered to be performed, no payment may
be made under this part with respect to the interpretation of the
electrocardiogram and no physician may bill an individual en-
rolled under this part separately for such an interpretation. If a
physician knowingly and willfully bills one or more individuals
in violation of the previous sentence, the Secretary may apply
sanctions against the physician or entity in accordance with sec-
tion 1842GX2).".

(b) EFrFecTivE DATE.—The amendment made by subsection (a)
shall apply to services furnished on or after January 1, 1992. In ap-
plying section 1848(d)1XB) of the Social Security Act (in computing
the initial budget-neutral conversion factor for 1991), the Secretary
shall compute such factor assuming that section 1848(bX3) of such
Act (as added by the amendment made by subsection (a)) had ap-
plied to physicians’ services furnished during 1991.

SEC. 4110. RECIPROCAL BILLING ARRANGEMENTS.

(a) IN GENERAL.—The first sentence of section 1842(bX6) of the
Social Security Act (42 U.S.C. 1395u(b)(6)) is amended—

(1) by striking “and” before ‘“(C)”, and

(2) by inserting before the period at the end the following: “,
and (D) payment may be made to a physician who arranges for
visit services (including emergency visits and related services) to
be provided to an individual by a second physician on an occa-
sional, reciprocal basis if (i) the first physician is unavailable to
provide the visit services, (ii) the individual has arranged or
seeks to receive the visit services from the first physician, (iii)
the claim form submitted to the carrier includes the second
physician’s unique identifier (provided under the system estab-
lished under subsection (r)) and indicates that the claim is for
such a ‘covered visit service (and related services)’, and (iv) the
visit services are not provided by the second physician over a
continuous period of longer than 60 days”

(b) EFrFecTIVE DATE.—The amendment made by subsection (a)
shall apply to services furnished on or after the first day of the first
month beginning more than 60 days after the date of the enactment
of this Act.

SEC. 4111. STUDY OF PREPAYMENT MEDICAL REVIEW SCREENS.

(@) IN GENERAL.—The Secretary of Health and Human Services
shall conduct a study of the effect of the release of medicare prepay-
ment medical review screen parameters on physician billings for the
services to which the parameters apply.

(b) Limitations.—The study shall be based upon the release of
the screen parameters at a minimum of six carriers.

(¢) REPORT.—The Secretary shall report the results of the study to
the Committees on Ways and Means and Energy and Commerce of
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the House of Representatives and the Committee on Finance of the
Senate not later than October 1, 1992.

SEC. 4112. PRACTICING PHYSICIANS ADVISORY COUNCIL.
Title XVIII of the Social Security Act is amended by inserting
after section 1867 the following new section:

“PRACTICING PHYSICIANS ADVISORY COUNCIL

“Sec. 1868. (a) The Secretary shall appoint, based upon nomina-
tions submitted by medical organizations representing physicians, a
Practicing Physicians Advisory Council (in this section referred to
as the ‘Council’) to be composed of 15 physicians, each of whom has
submitted at least 250 claims for physicians’ services under this
title in the previous year. At least 11 of the members of the Council
shall be physicians described in section 1861(r)(1) and the members
of the Council shall include both participating and nonparticipat-
ing physicians and physicians practicing in rural areas and under-
served urban areas.

“(b) The Council shall meet once during each calendar quarter to
discuss certain proposed changes in regulations and carrier manual
instructions related to physician services identified by the Secretary.
To the extent feasible and consistent with statutory deadlines, such
consultation shall occur before the publication of such proposed
changes.

“c) Members of the Council shall be entitled to receive reimburse-
ment of expenses and per diem in lieu of subsistence in the same
manner as other members of advisory councils appointed by the Sec-
retar;: are provided such reimbursement and per diem under this
title.”.

SEC. 4113. STUDY OF AGGREGATION RULE FOR CLAIMS FOR SIMILAR PHYSI-
CIANS’ SERVICES.

The Secretary of Health and Human Services shall carry out a
study of the effects of permitting the aggregation of claims that in-
volve common issues of law and fact furnished in the same carrier
area to two or more individuals by two or more physicians within
the same 12-month period for purposes of appeals provided for
under section 1869(b)2). Such study shall be conducted in at least
four carrier areas. The Secretary shall report on the results of such
study and any recommendations to the Committee on Finance of the
Senate and the Committees on Energy and Commerce and Ways and
Means of the House of Representatives by December 31, 1992.

SEC. 4114. UTILIZATION SCREENS FOR PHYSICIAN VISITS IN REHABILITA-
TION HOSPITALS.

Not later than 180 days after the date of the enactment of this
Act, the Secretary of Health and Human Services shall issue guide-
lines to assure a uniform level of review of physician visits to pa-
tients of a rehabilitation hospital or unit patients after the medical
review screen parameter established under section 4085(h) of the
Omnibus Budget Reconciliation Act of 1987 has been exceeded.

SEC. 4115. STUDY OF REGIONAL VARIATIONS IN IMPACT OF MEDICARE PHY-
SICIAN PAYMENT REFORM.

(a) Stupy.—The Secretary of Health and Human Services shall

conduct a study of—
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(1) factors that may explain geographic variations in Medi-
care reasonable charges for physicians’ services that are not at-
tributable to variations in physician practice costs (including
the supply of physicians in an area and area variations in the
mix of services furnished);

(2) the extent to which the geographic practice cost indices ap-
plied under the fee schedule established under section 1848 of
the Social Security Act accurately reflect variations in practice
costs and malpractice costs (and alternative sources of informa-
tion upon which to base such indices);

(3) the impact of the transition to a national, resource-based
fee schedule for physicians’ services under Medicare on access to

- physicians’ services in areas that experience a disproportionate-
ly large reduction in payments for physicians’ services under the
fee schedule by reason of such variations; and

() appropriate adjustments or modifications in the transition
to, or manner of determining payments under, the fee schedule
established under section 1848 of the Social Security Act, to
compensate for such variations and ensure continued access to
physicians’ services for Medicare beneficiaries in such areas.

(b) REPORT.—By not later than July 1, 1992, the Secretary shall
.;u)bmit to Congress a report on the study conducted under subsection
a).

SEC. 4116. LIMITATION ON BENEFICIARY LIABILITY.

Section 1848(g)2)A) (42 U.S.C. 1395w-4(gh2XA)) is amended by
adding at the end thereof the following:

“In the case of evaluation and management services (as specified in
section 1842(b)(16)XBXit)), the preceding sentence shall be applied by
substituting 40 percent’ for ‘25 percent’.”.

SEC. 4117. STATEWIDE FEE SCHEDULE AREAS FOR PHYSICIANS’ SERVICES.

(a) IN GENERAL.—Notwithstanding section 1848(j(2) of the Social
Security Act (42 U.S.C. 1395w~-4()(2)), in the case of the States of Ne-
braska and Oklahoma, if the respective State meets the require-
ments specified in subsection (b) on or before April 1, 1991, the Sec-
retary of Health and Human Services (Secretary) shall treat the
State as a single fee schedule area for purposes of determining—

(1) the adjusted historical payment basis (as defined in sec-
tion 1848(a)2XD) of such Act (42 U.S.C. 1395w-4(a)2)D)), and

(2) the fee schedule amount (as referred to in section 1848(a)
(42 U.S.C. 1395w-4(a)) of such Act),

for physicians’ services (as defined in section 1848GX3) of such Act
(42 US.C. 1395w-4(G)(3)) furnished on or after January 1, 1992.

(b) REQUIREMENTS.—The requirements specified in this subsection
are that (on or before April 1, 1991) there are written expressions of
support for treatment of the State as a single fee schedule area (on n
budget-neutral basis) from—

(1) each member of the congressional delegation from the
State, and

(2) organizations representing urban and rural physicians in
the State.

(¢) BunGeT NEUTRALITY.—Notwithstanding section 1842(b)3) of
such Act (42 US.C. 1395u(b)3)), the Secretary shall provide for
treatment of a State as a single fee schedule area (as described in
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subsection (a)) in a manner that ensures that total payments for
physicians’ services (as so defined) furnished by physicians in the
State during 1992 are not greater or less than total payments for
such services would have been but for such treatment.

(d) ConsTRUCTION.—Nothing in this section shall be construed as
limiting the availability (to the Secretary, the appropriate agency or
organization with a contract under section 1842, or physicians in a
State) of otherwise applicable administrative procedures for modify-
ing the fee schedule area or areas in the State after implementation
of subsection (a) with respect to the State.

SEC. 4118. TECHNICAL CORRECTIONS.
(a) OVERVALUED PROCEDURES.—
(1) Section 1842(bX1}) of the Social Security Act (42 U.S.C.
1395u(bX14) is amended—

(A) in subparagraph (B)iiiXD), by striking “practice ex-
pense ratio for the service (specified in table #1 in the
Joint Explanatory Statement referred to in subparograph
(CXi))”’ and inserting “practice expense component (percent),
divided by 100, specified in appendix A (pages 187 through
194) of the Report of the Medicare and Medicaid Health
Budget Reconciliation Amendments of 1989, prepared by
the Subcommittee on Health and the Environment of the
Committee on Energy and Commerce, House of Representa-
tives, (Committee Print 101-M, 101st Congress, 1st Session)
for the service”’;

B) in subparagraph (BXiit)II), by striking “practice ex-
pense ratio” and inserting ‘practice expense component
(percent), divided by 100’

(C) in subparagraph (C)i), by striking ‘physicians’ serv-
ices specified in Table #2 in the Joint Explanatory State-
ment of the Committee of Conference submitted with the
Conference Report to accompany H.R. 3299 (the ‘Omnibus
Budget Reconciliation Act of 1989), 101st Congress,” and
inserting “procedures specified (by code and description) in
the Overvalued Procedures List for Finance Committee, Re-
vised September 20, 1989, prepared by the Physician Pay-
ment Review Commission’;

(D) in subparagraph (CXiii), by striking “The ‘percent
change’ specified in this clause, for a physicians’ service
specified in clause (i), is the percent change specified for the
service in table #2 in the Joint Explanatory Statement”
and inserting “The ‘percentage change’ specified in this
clause, for a physicians’ service specified in clause (i), is the
percent difference (but expressed as a positive number) spec-
ified for the service in the list”; and

(E) in subparagraph (CXiv), by striking “such value speci-
fied for the locality in table #3 in the Joint Explanatory
Statement referred to in clause (i)” and inserting “the Geo-
graphic Overhead Costs Index specified for the locality in
table 1 of the September 1989 Supplement to the Geograph-
ic Medicare Economic Index: Alternative Approaches (pre-
pared by the Urban Institute and the Center for Health Ec-
onomics Research)”.
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(2) Section 1842BXIXEXivXD) of such Act (42 USC.
1395u(BX4XEXivXI)) is amended by striking ‘“Table #2” and all
that follows through ‘“101st Congress” and inserting “the list
referred to in paragraph (14XCXi)”.

(3) The amendments made by paragraphs (1) and (2) apply to
services furnished after March 1990.

(b) MVPS as MurtirLicATIVE, Nor ADDITIVE.—Section
1848(P(2XA) (42 U.S.C. 1395w-4(fX2XA)) is amended—

(1) in the matter preceding clause (i) by striking “sum” and
inserting “product’’;

(2) in clauses (i) through (iv), by inserting “1 plus” before “the
Secretary’s” each place it appears,

(3) in clause (i), by inserting “(divided by 100)” after ‘“percent-
age increase”,

(4) in clauses (ii) and (iv), by inserting “(divided by 100)” after
“decrease’’,

(5) in clause (iii), by inserting ‘“(divided by 100)” after “per-
centage growth”, and

(6) in the matter following clause (iv), by striking ‘“reduced”
and inserting “minus 1, multiplied by 100, and reduced”’.

(¢) PErI1ODIC REVIEW OF GEOGRAPHIC ADJUSTMENT FACTORS.—Sec-
tion 1848(e)1) of such Act is amended—

(1) in subparagraph (A), by striking “subparagraph (B)"” and
inserting “subparagraphs (B) and (C)”, and

(2) by adding at the end the following new subparagraph:

“C) PERIODIC REVIEW AND ADJUSTMENTS IN GEOGRAPHIC
ADJUSTMENT FACTORS.—The Secretary, not less often than
every 8 years, shall review the indices established under
subparagraph (A) and the geographic index values applied
under this subsection for all fee schedule areas. Based on
such review, the Secretary may revise such index and
adjust such index values, except that, if more than 1 year
has elasped since the last previous adjustment, the adjust-
ment to be applied in the first year of the next adjustment
shall be Y2 of the adjustment that otherwise would be
made.”.

(d) ELIMINATION OF RESTRICTION ON INCORPORATION OF TIME IN
Visit Copes.—Section 1848(cX4) (42 U.S.C. 1395w-4(c)}) is amend-
33933", striking ‘“only for services furnished on or after January 1,

(e) TREATMENT OF PRICE INCREASE IN DETERMINING PERFORM-
ANCE STANDARD RATES oF INCREASE.—Section 1848(fX2XAXiv) (42
US.C. 1395w-4(fX2XAXiv) is amended by inserting ‘“including
changes in law and regulations affecting the percentage increase de-
scribed in clause (i)” after “law or regulations”.

() MisceLLaANEOUS FEE ScHEDULE CORRECTIONS.—

(1) CHANGES IN SECTION 1848.—Section 1848 of the Social Se-
curity Act (42 US.C. 1395w-4) is amended—

(A) in subsection (cX1)B), by striking the last sentence;

(_B). in subsections (CXSXCXiiXID) and (cX3XCXiiiXID), by
strl;fmtg_' “by” the first place it appears in each respective
subsection,
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(O in subsection (c), by redesignating the second para-
graph (3), and paragraphs (4) and (5), as paragraphs (4)
through (6), respectively;

(D) in subsection (cX4}), as redesignated by subparagraph
(C), is amended by striking “subsection” and inserting “sec-
tion”;

(E) in subsection (dX1)XA), by striking “subparagraph (C)”
and inserting ‘“paragraph (3)”:

(F) in subsection (d)1)—

(i) in subparagraph (A)—
) by inserting ‘(or factors)” after ‘conversion
factor” each place it appears,
(él) by inserting “or updates” after “update’’,
an
(ID by striking “subparagraph (C)”’ and insert-
ing “paragraph (3)”: and
(ii) in subparagraph (C)—
() in clause (i), by striking “(or factors)’, and
(D in clause (it), by inserting ‘“the conversion
factor (or factors) which will apply to physicians’
services for the following year and’ before ‘‘the
update (or updates)’, and by striking “the follow-
ing” and inserting “such’’:

(G) in subsection (dX2)A), in the matter preceding clause
(i), by striking ‘“‘services” the first place it appears and in-
serting “services (as defined in subsection (f(5)XA)";

(H) in subsection (dX2)(A)Gii)—

(i) by striking ‘(as defined in subsection
(f(5)A))” and inserting “and for the services in-
volved’’, and

(ii) by striking “all such physicians’” and insert-
ing “such’; and

(D in the last sentence of subsection (d)2)(A), by striking
“proportion of HMO enrollees” and inserting “proportion of
individuals who are enrolled under this part who are HMO
enrollees’:

() in subsection (A)2XE)i), by inserting “the” after “as
set forth in’’

(K) in subsection (A)XZXEXiiXI), by inserting ‘payments
for” after “under this part for’’:

(L) in subsection (d)X3)(B)—

(i) in clause (i)—

(D) by striking ‘update for” and inserting
‘“update for a category of physicians’ services for’;
and

(D) by striking “physicians’ services (as defined
in subsection (fX5XA))” and inserting “services in
such category’:

(ii) in clause (1i)—

(D) by inserting “more than’ after ‘decrease of ;
and

(D in subclause (I), by striking “more than’;



74

(M) in paragraphs (1XDXi) and (2XAXi) of subsection (f),
by striking “calendar years” and inserting “portions of cal-
endar years’’:

(N) in subsection (fX2XA)—

(i) by striking ‘“each performance standard rate of in-
crease” and inserting “the performance standard rate
of increase, for all physicians’ services and for each
category of physicians’ services,”,

Giv) in clause (i), by striking “physicians’ services (as
defined in subsection (fX5XA)” and inserting “all physi-
cians’ services or for the category of physicians’ serv-
ices, respectively,”,

(iii) in clause (iii), by striking “physicians’ services”
and inserting “all physicians’ services or of the catego-
ry of physicians’ services, respectively,”, and

(iv) in clause (iv), by striking “physicians’ services (as
defined in subsection (fX5XA)” and inserting “all phy-
sicians’ services or of the category of physicians’ serv-
ices, respectively,”:

(0) in subsection (fX4)A), by striking “paragraph (B)”
and inserting “subparagraph (B)":

(P) in subsection (fX4XB), by striking ‘“Congress specifical-
éy ?ppr;?ves the plan” and inserting “specifically approved
Yy law

(Q) in subparagraphs (A) and (B) of subsection (gk2), by
inserting ‘“other than radiologist services subject to section
1834(b),” after “during 1991,” and after “during 1992,", re-
spectively;

(R) in subsection (iX1XA), by striking “historical payment
basis (as defined in subsection (aX2)XC)i)"” and inserting
“adjusted historical payment basis (as defined in subsec-
tion (aX2XDXi)”: and

(S) in subsection (jX1), by striking . and such other” and
all that follows through the period and inserting “(as de-
fined by the Secretary) and all other physicians’ services.”.

(2) MISCELLANEOUS.—

(A) Effective as if included in the Omnibus Budget Rec-
onciliation Act of 1989, section 6102(e)}4) of such Act is
amended by inserting ‘determined” after “prevailing
charge rate”. ‘

(B) Effective January 1, 1991, section 1842bX3XG) of the
Social Security Act, as amended by section 6102(e)(2) of Om-
nibus Budget Reconciliation Act of 1989, is amended by
striking “subsection (XIXC)” and inserting “section
1848(gX2)”.

(C) Section 1842(bX12XA)GiXID) of the Social Security Act,
as amended by section 6102(e)X}) of the Omnibus Budget
Reconciliation Act of 1989, is amended by striking “ as the
case may be”’.

(D) Section 1833(a)1XH) of the Social Security Act, as
amended by section 6102(eX5) of the Omnibus Budget Rec-
onciliation Act of 1989, is amended by striking “ as the
case may be”.



75

(E) Section 6102(eX11) of the Omnibus Budget Reconcilia-
tion Act of 1989 is amended by inserting “of Health and
Human Services” after “Secretary”’.

(F) Effective as if included in the enactment of the Omni-
bus Budget Reconciliation Act of 1989, section 922(d)1) of
the Public Health Service Act (42 US.C. 299c-1(d)X1)) is
amended—

(i) by inserting “(other than of dissemination activi-
ties)” after “evaluations” and

(i) by inserting ‘‘research, demonstration projects, or
evaluations of”’ after “applications with respect to”,

(8) REPEAL OoF REPORTS No LONGER REQUIRED.—

(1) Subsection (b) of section 4043 of the Omnibus Budget Rec-
onciliation Act of 1987 is repealed.

(2) Subsection (c) of section 4048 of such Act is repealed.

(8) Section 4043(b)1) of such Act is amended by striking “
an:ii shall report” and all that follows up to the period at the
end.

(4) Section 4056(a)1) of such Act, as redesignated by section
411(fX14) of the Medicare Catastrophic Coverage Act of 1988, is
amended by striking the last sentence.

(5) Section 4056(b)(2) of such Act is amended by striking the
second sentence.

(h) ADJUSTMENT OF EFFECTIVE DATES.—Effective as if included
in the enactment of the Omnibus Budget Reconciliation Act of
1987—

(1) section 4048(b) of such Act is amended by striking “Janu-
ary 1, 1989 and inserting “March 1, 1989, and

(2) section 4049(b)(2) of such Act is amended by striking “Jan-
uary 1, 1989’ and inserting “April 1, 1989”.

(i) TRANSFER OF Provision INTo Titie X VIII.—

(1) Section 1842 of the Social Security Act (42 U.S.C. 1395u) is
amended by adding at the end the following new subsection:

“(r) The Secretary shall establish a system which provides for a
unique identifier for each physician who furnishes services for
which payment may be made under this title.”

(2) Section 9202 of the Consolidated Omnibus Budget Recon-
ciliation Act of 1985 is amended by striking subsection (g).

(G) PPRC.—(1) Section 1845 of such Act (42 US.C. 1395w-1) is
amended—

(A) in subsection (a)(3), by striking “include physicians” and
inserting “include (but need not be limited to) physicians’;

(B) by striking subsection (b)(3);

(C) in subsection (b)(2)—

() by striking “and’’ at the end of subparagraph (H),

(ii) by striking the period at the end of subparagraph (I)
and inserting a semicolon,

(iii) by striking subparagraphs (A), (B), (C), and (F),

(iv) by redesignating subparagraphs (D), (E), (G), (H), and
(D as subparagraphs (A), (B), (C), (D), and (E), and

(v) by adding at the end the following new subpara-

graphs:
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“(F) make recommendations regarding major issues in the im-
plementation of the resource-based relative value scale estab-
lished under section 1848(c);

“G) make recommendations regarding further development of
the volume performance standards established under section
1848(P), including the development of State-based programs;

“C(H) consider policies to provide payment incentives to in-
crease patient access to primary care and other physician serv-
ices in large urban and rural areas, including policies regard-
ing payments to physicians pursuant to title XIX;

“D review and consider the number and practice specialties
of physicians in training and payments under this title for
graduate medical education costs;

“tJ) make recommendations regarding issues relating to utili-
zation review and quality of care, including the effectiveness of
peer review procedures and other quality assurance programs
applicable to physicians and providers under this title and phy-
sictan certification and licensing standards and procedures;

“XK) make recommendations regarding options to help con-
strain the costs of health insurance to employers, including in-
centives under this title;

“(L) comment on the recommendations affecting physician
payment under the medicare program that are included in the
budget submitted by the President pursuant to section 1105 of
title 31, United States Code; and

“(M) make recommendations regarding medical malpractice
liability reform and physician certification and licensing stand-
ards and procedures.”; and

(D) by striking subsection (e) and redesignating subsection
() as subsection (e).

(2) In Section 1842bX2XA) is amended by striking “section
1845((2)” and inserting “section 1845(e)2)”.

(k) PrOHIBITION OF CERTAIN ADJUSTMENTS.—Section 1848(i) is
amended by adding at the end the following new paragraph:

“(3) No coMPARABILITY ADJUSTMENT.—For physicians’ serv-
ices for which payment under this part is determined under
this section—

“lA) a carrier may not make any adjustment in the pay-
ment amount under section 1842(bX3XB) on the basis that
the payment amount is higher than the charge applicable,
for a comparable services and under comparable circum-
stances, to the policyholders and subscribers of the carrier,

“(B) no payment adjustment may be made under section
1842(6)8), and

“(C) section 1842(bX9) shall not apply .”.

Subpart B—Provisions Relating to Other Items and Services

SEC. 4151. PAYMENTS FOR OUTPATIENT HOSPITAL SERVICES.
(@) REDUCTION IN PAYMENTS FOR CAPITAL-RELATED COSTS.—

(1) IN GENERAL.—Section 1861(wXIXSXiixXD) (42 U.S.C.
1395x(uXINS)iiXT) is amended by inserting before tlﬁ period at
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the end the following: “ by 15 percent for payments attributable
to portions of cost reporting periods occurring during fiscal year
1991, and by 10 percent for payments attributable to portions of
cost reporting periods occurring during fiscal year 1993, 1993,
1994, or 19957

(2) EXEMPTION FOR RURAL PRIMARY CARE HOSPITALS.—Section
1861(XIXSXiXID (42 U.S.C. 1395x(uX1)N(SXiiXID) is amended by
striking “1886(d)5)XDXiii)).” and inserting “1886(d)5)XDXiii) or
a rural primary care hospital (as defined in section
1861(mmx)1)).”

() REDUCTION IN REASONABLE CoSTS OF HOSPITAL OUTPATIENT
SERVICES.—

(1) IN GENERAL.—Section 1861(wX1)S)Xii) (42 US.C.
1395x(uX1XSXit) is amended—
(A) in subclause (ID—
(i) by striking ‘“Subclause (I)” and inserting “Sub-
clauses (I) and (I)”, and
(ii) by striking “capital-related costs of any hospital”
and inserting ‘“costs of hospital outpatient services pro-
vided by any hospital’’:
(B) in subclause (IID)—
(1) by striking “subclause (I)” and inserting “sub-
clauses (I) and (II)”, and
(ii) by striking ‘“capital-related” and inserting “the’;
(C) by redesignating subclauses (II) and (III) as sub-
clauses (III) and (IV); and
l(D) by inserting after subclause (I} the following new sub-
clause:

“aD The Secretary shall reduce the reasonable cost of outpatient
hospital services (other than the capital-related costs of such serv-
ices) otherwise determined pursuant to section 1833(a)2XB)G)I) by
5.8 percent for payments attributable to portions of cost reporting pe-
riods occurring during fiscal years 1991, 1992, 1993, 1994, or 1995.”.

(2) PROSPECTIVE PAYMENT SYSTEM FOR HOSPITAL OUTPATIENT
SERVICES.—

(A) DEVELOPMENT OF PROPOSAL—The Secretary of
Health and Human Services shall develop a proposal to re-
place the current system under which payment is made for
hospital outpatient services under title XVIII of the Social
Security Act with a system under which such payments
would be made on the basis of prospectively determined
rates. In developing any proposal under this paragraph, the
Secretary shall consider—

(i) the need to provide for appropriate limits on in-
creases in expenditures under the medicare program;

(ii) the need to adjust prospectively determined rates
to account for changes in a hospital’s outpatient case
mix, severity of illness of patients, volume of cases, and
the development of new technologies and standards of
medical practice;

(iii) providing hospitals with incentives to control the
costs of providing outpatient services;

(iv) the feasibility and appropriateness of including
payment for outpatient services not currently paid on a
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cost-related basis under the medicare program (includ-
ing clinical diagnostic laboratory tests and dialysis
services) in the system;

(v) the need to increase payments under the system to
hospitals that treat a disproportionate share of low-
income patients, teaching hospitals, and hospitals lo-
cated in geographic areas with high wages and wage-
related costs;

(vi) the feasibility and appropriateness of bundling
services into larger units, such as episodes or visits, in
establishing the basic unit for making payments under
the system; and

(vii) the feasibility and appropriateness of varying
payments under the system on the basis of whether
services are provided in a free-standing or hospital-
based facility.

(B) REPORTS.—(i) By not later than January 1, 1991, the
Administrator of the Health Care Financing Administra-
tion shall submit research findings relating to prospective
payments for hospital outpatient services to the Committee
on Finance of the Senate and the Committees on Ways and
Means and Energy and Commerce of the House of Repre-
sentatives.

(ii) By not later than September 1, 1991, the Secretary
shall submit the proposal developed under subparagraph
(A) to such Committees.

(iii) By not later than March 1, 1992, the Prospective Pay-
ment Assessment Commission shall submit an analysis of
and comments on the proposal developed under subpara-
graph (A) to such Committees.

(c) PAYMENTS FOR AMBULATORY SURGICAL PROCEDURES AND RADI-
OLOGY SERVICES.—
(1) MODIFICATION OF COST AND ASC PROPORTIONS OF ASC
BLEND AMOUNTS.—

(A) IN GENERAL.—Section 1833G)X3XBXit) (42 U.S.C.
13951GX3XBXii) is amended—

(i) in subclause (I), by striking ‘“and 50 percent for
other cost reporting periods.” and inserting ‘50 percent
for reporting periods beginning on or after October 1,
1988, and on or before December 31, 1990, and 42 per-
cent for portions of cost reporting periods beginning on
or after January 1, 1991.”; and

(iv) in subclause (II), by striking “and 50 percent for
other cost reporting periods.” and inserting “50 percent
for reporting periods beginning on or after October 1,
1988, and on or before December 31, 1990, and 58 per-
cent for portions of cost reporting periods beginning on
or after January 1, 1991.”,

(B) EXTENSION OF ASC BLEND AMOUNTS FOR EYE AND EYE
AND EAR SPECIALTY HOSPITALS.—The last sentence of sec-
tion 1833 )3)BXii) (42 U.S.C. 13951GX3XB)ii) is amended
by striking “in fiscal year 1989 or fiscal year 1990” and in-
§?:9t§r,z “on or after October 1, 1988, and before January 1,
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(2) MODIFICATION OF COST AND CHARGE PROPORTIONS FOR RA-
DIOLOGY SERVICES.—Section 1833mXIXBXiiXI) (42 U.S.C
1395UnX1IXBXiiXT) is amended by striking the period at the end
and inserting “, and such term means 42 percent in the case of
outpatient radiology services for portions of cost reporting peri-
ods beginning on or after January 1, 1991."

(3) 2-YEAR FREEZE IN ALLOWANCE FOR INTRAOCULAR
LEensEes.—Notwithstanding section 1833(G:X2XAXiii) of the Social
Security Act, the amount of payment determined under such
section for the insertion of an intraocular lens during or subse-
quent to cataract surgery furnished to an individual in an am-
bulatory surgical center on or after the date of the enactment of
gézoso Act and on or before December 31, 1992, shall be equal to

SEC. 4152. DURABLE MEDICAL EQUIPMENT.
(@) PAYMENTS FOR SEAT-LIFT AND TENS.—

(1) 15 PERCENT REDUCTION IN PAYMENTS FOR TRANSCUTANE-
OUS ELECTRICAL NERVE STIMULATORS.—Section 1834(aX1XD) of
the Social Security Act (42 U.S.C. 1395m(a)X1XD)) is amended by
inserting before the period at the end the following: “ and, in
the case of a transcutaneous electrical nerve stimulator fur-
nished on or after January 1, 1991, the Secretary shall further
reduce such payment amount (as previously reduced) by 15 per-
cent”,

(2) SEAT-LIFTS.—Section 1861(n) of the Social Security Act (42
US.C. 1395x(n)) is amended by adding at the end the following:
“With respect to a seat-lift chair, such term includes only the
seat-lift mechanism and does not include the chair.”.

(3) EFFECcTIVE DATE.—The amendment made by subsection (a)
shall apply to items furnished on or after January 1, 1991.

h(b) DEVELOPMENT AND APPLICATION OF NATIONAL LimiTs ON
ES.—

(1) INEXPENSIVE AND ROUTINELY PURCHASED DURABLE MEDI-
CAL EQUIPMENT AND ITEMS REQUIRING FREQUENT AND SUBSTAN-
TIAL SERVICING.—Paragraphs (2) and (3) of section 183j(a) of
such Act (42 U.S.C. 1395m(a) are each amended—

(A) in subparagraph (BXi), by striking “or” at the end;
(B) by striking clause (ii) of subparagraph (B) and insert-
ing the following:

“tti) in 1991 is the sum of (I) 67 percent of the local
payment amount for the item or device computed under
subparagraph (CXiXD) for 1991, and (II) 33 percent of
the national limited payment amount for the item or
device computed under subparagraph (CXii) for 1991;

“Gii) in 1992 is the sum of (I) 33 percent of the local
payment amount for the item or device computed under
subparagraph (CXiXID) for 1992, and (II) 67 percent of
the national limited payment amount for the item or
device computed under subparagraph (CXii) for 1992
and

“(iv) in 1993 and each subsequent year is the nation-
al limited payment amount for the item or device com-
puted under subparagraph (CXii) for that year.”; and



80

(C)h by adding at the end the following new subpara-
graph:
‘}(,C) COMPUTATION OF LOCAL PAYMENT AMOUNT AND NA-
TIONAL LIMITED PAYMENT AMOUNT.—For purposes of sub-
paragraph (B)— .
“6) the local payment amount for an item or device
for a year is equal to—

“@) for 1991, the amount specified in subpara-
graph (B)Xi) for 1990 increased by the covered item
update for 1991, and

“aD for 1992, the amount determined under this
clause for the preceding year increased by the cov-
ered item update for 199%; and

“6it) the national limited payment amount for an
item or device for a year is equal to—

“0) for 1991, the local payment amount deter-
mined under clause (i) for such item or device for
that year, except that the national limited pay-
ment amount may not exceed 100 percent of the
weighted average of all local payment amounts de-
termined under such clause for such item for that
year and may not be less than 85 percent of the
weighted average of all local payment amounts de-
termined under such clause for such item, and

“ID) for each subsequent year, the amount deter-
mined under this clause for the preceding year in-
creased by the covered item update for such subse-
quent year.”.

(2) MISCELLANEOUS ITEMS AND OTHER COVERED ITEMS.—Sec-
tion 1834(aXx8) (42 U.S.C. 1395m(aX8)) is amended—
(A) in subparagraph (A)ii)—
(i) by striking “or” at the end of subclause (I);
(ii) in subclause (II)—

@) by striking “1991 or”, and

(D by striking “the percentage increase” and all
that follows through the period and inserting ‘‘the
covered item update for the year.”:

n(éii,) by redesignating subclause (II) as subclause (I111);
a

(iv) by inserting after subclause (I) the following new
subclause:

“aD in 1991, equal to the local purchase price
computed under this clause for the previous year,
increased by the covered item update for 1991, and
decreased by the percentage by which the average
of the reasonable charges for claims paid for all
items described in paragraph (7) is lower than the
average of the purchase prices submitted for such
items during the final 9 months of 1988; or”:

(B) by amending subparagraph (B) to read as follows:

“(B) COMPUTATION OF NATIONAL LIMITED MONTHLY PAY-
MENT RATE.—With respect to the furnishing of a particular
item in a year, the Secretary shall compute a national lim-
ited purchase price—
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“G) for 1991, equal to the local purchase price com-
puted under subparagraph (AXii) for the item for the
year, except that such national limited purchase price
may not exceed 100 percent of the weighted average of
all local purchase prices for the item computed under
such subparagraph for the year, and may not be less
than 85 percent of the weighted average of all local
purchase prices for the item computed under such sub-
paragraph for the year; and

“1) for each subsequent year, equal to the amount
determined under this subparagraph for the Dpreceding
year increased by the covered item update for such sub-
sequent year."”:

(C) in subparagraph (C)—

(i) by striking “regional purchase price” each place it
appears and inserting ‘“national limited purchase
price”,

(i) by striking “and subject to subparagraph (D),

(iii) in clause (ii)—

() by striking “75” and inserting ‘67" and

(D) by striking “25” and inserting “33”, and

(iv) in clause (iii)—

(D) in subclause (I), by striking “50” and insert-
ing “33” and by striking ‘“(AXUXID)” and inserting
“CAXGXIID); and

(1) in subclause (II), by striking “50” and insert-
ing “67”: and

(D) by striking subparagraph (D).

(3) OXYGEN AND OXYGEN EQUIPMENT.—Section 1834(a)X9) of
such Act (42 U.S.C. 1395m(aX9)) is amended—

(A) in subparagraph (AXiiXID), by striking ‘“‘the percentage
increase” and all that follows through the period and in-
serting “the covered item increase for the year.”;

(B) by amending subparagraph (B) to read as follows:

“(B) COMPUTATION OF NATIONAL LIMITED MONTHLY PAY-
MENT RATE.—With respect to the furnishing of an item in a
year, the Secretary shall compute a national limited month-
ly payment rate equal to—

“60) for 1991, the local monthly payment rate comput-
ed under subparagraph (AXiiXID) for the item for the
year, except that such national limited monthly pay-
ment rate may not exceed 100 percent of the weighted
average of all local monthly payment rates computed
for the item under such subparagraph for the year, and
may not be less than 85 percent of the weighted average
of all local monthly payment rates computed for the
item under such subparagraph for the year; and

“ii) for each subsequent year, equal to the amount
determined under this subparagraph for the preceding
year increased by the covered item update for such sub-
sequent year.’’;

(C) in subparagraph (C)—
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(i) by striking “regional monthly payment rate’ each
place it appears and inserting ‘national limited
monthly payment rate”’,

@ii) in clause (ii)—

(D) by striking “75” and inserting “67’"; and
D) by striking “25" and inserting “33", and

@iti) in clause (iii)—

@) in subclause (I), by striking “50” and insert-
ing “33”: and

D in subclause (II), by striking “50”’ and insert-
ing “67” and by striking ‘“(B)i)” and inserting
“BXii)’: and

(D) by striking subparagraph (D).

(4) DEFINITION.—Section 1834a) (42 U.S.C. 1395m(a)) is
amended by adding at the end the following new paragraph:

“14) CoVvERED ITEM UPDATE.—In this subsection, the term
‘covered item update’ means, with respect to a year—

“CA) for 1991 and 1992, a reduction of 1 percentage point;
and

“B) for a subsequent year, the percentage increase in the
consumer price index for all urban consumers (U.S. city av-
erage) for the 12-month period ending with June of the pre-
vious year.”.

(5) CONFORMING AMENDMENT.—Section 1834(a)12) (42 U.S.C.
1395m(aX12)) is amended by striking ‘“defined for purposes of
paragraphs (8XB) and (9)(B)”’.

(¢) TREATMENT OF “RENTAL CAP” ITEMS.—

(1) LIMITATION ON MONTHLY RECOGNIZED RENTAL AMOUNTS
FOR MISCELLANEOUS ITEMS.—Section 18384(a)X7)A)i) (42 U.S.C.
1395maX7XAX1)) is amended—

(A) by striking “for each such month” and inserting “for
each of the first 3 months of such period’: and

(B) by striking the semicolon at the end and inserting the
following: “, and for each of the remaining months of such
period is 7.5 percent of such purchase price;”.

(2) OFFER OF OPTION TO PURCHASE FOR MISCELLANEOUS ITEMS;
ESTABLISHMENT OF REASONABLE LIFETIME.—Section 1834(a)(7) of
such Act (42 US.C. 1395m(a)7)(A)) is amended—

(A) in subparagraph (AXi), by striking “15 months” and
inserting ‘15 months, or, in the case of an item for which a
purchase agreement has been entered into under clause (iii),
a period of continuous use of longer than 18 months’’

(B) in subparagraph (A)ii)—

(@) by striking ‘(i) during the succeeding 6-month
period of medical need,” and inserting ‘(iv) in the case
of an item for which a purchase agreement has not
been entered into under clause (ii) or clause (iii), during
the first 6-month period of medical need that follows
the period of medical need during which payment is
made under clause (i),”, and

(iv) by striking “and” at the end;

(C) in subparagraph (AXiii)—
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(i) by striking ‘(iii)” and inserting “(v) in the case of
an item for which a purchase agreement has not been
entered into under clause (ii) or clause (iii),”, and

n(ziii?’ by striking the period at the end and inserting *“
and’:

(D) by inserting after clause (i) of subparagraph (A) the
following new clauses:

_“(iY) in the case of a power-driven wheelchair, at the
time the supplier furnishes the item, the supplier shall
offer the individual patient the option to purchase the
item, and payment for such item shall be made on a
lump-sum basis if the patient exercises such option;

‘(i) during the 10th continuous month during
which payment is made for the rental of an item under
clause (i), the supplier of such item shall offer the indi-
vidual patient the option to enter into a purchase
agreement under which, if the patient notifies the sup-
plier not later than 1 month after the supplier makes
such offer that the patient agrees to accept such offer
and exercise such option—

“(D) the supplier shall transfer title to the item to
the individual patient on the first day that begins
after the 13th continuous month during which
payment is made for the rental of the item under
clause (i),

“D after the supplier transfers title to the item
under subclause (I), maintenance and servicing

}(n;yments shall be made in accordance with clause
(7
(E) by inserting after clause (v) of subparagraph (A) (as
amended by subparagraph (C)) the following new clause:

“(vi) in the case of an item for which a purchase
agreement has been entered into under clause (ii) or
clause (iii), maintenance and servicing payments may
be made (for parts and labor not covered by the suppli-
er's or manufacturer’s warranty, as determined by the
Secretary to be appropriate for the particular type c;f
durable medical equipment), and such payments shall
be in an amount established by the Secretary on the
basis of reasonable charges in the locality for mainte-
nance and servicing.”: and

(F) by adding at the end the following new subparagraph:
“C) REPLACEMENT OF ITEMS.—

“6il) ESTABLISHMENT OF REASONABLE USEFUL LIFE-
TIME.—In accordance with clause (iii), the Secretary
shall determine and establish a reasonable useful life-
time for items of durable medical equipment for which
payment may be made under this paragraph or para-
gra,;h )

“(ii) PAYMENT FOR REPLACEMENT ITEMS.—If the rea-
sonable lifetime of such an item, as so established, has
been reached during a continuous period of medical
need, or the carrier determines that the item is lost or
trreparably damaged, the patient may elect to have
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payment for an item serving as a replacement for such
item made—

“D on a monthly basis for the rental of the re-
placement item in accordance with subparagraph
(A); or

“TD) in the case of an item for which a purchase
agreement has been entered into under subpara-
graph (AXii) or (AXiii), in a lump-sum amount for
the purchase of the item.

“(iii) LENGTH OF REASONABLE USEFUL LIFETIME.—
The reasonable useful lifetime of an item of durable
medical equipment under this subparagraph shall be
equal to 5 years, except that, if the Secretary deter-
mines that, on the basis of prior experience in making
payments for such an item under this title, a reasona-
ble useful lifetime of 5 years is not appropriate with re-
spect to a particular item, the Secretary shall establish
an alternative reasonable lifetime for such item.”.

(3) APPLICATION OF REASONABLE USEFUL LIFETIME FOR ITEMS
REQUIRING FREQUENT AND SUBSTANTIAL SERVICING.—Section
1834@)3) (42 U.S.C. 1395m(ak3)), as amended by subsection
(b)1), is further amended by adding at the end the following
new subparagraph:

“‘D) REPLACEMENT OF ITEMS.—If the reasonable useful
lifetime of such an item, as established under paragraph
(7)(C), has been reached during a continuous period of med-
ical need, or the Secretary determines on the basis of inves-
tigation by the carrier that the item is lost or irreparably
damaged, payment for an item serving as a replacement for
such item shall be made on a monthly basis for the rental
<()£)t,i’1e replacement item in accordance with subparagraph

(4) TREATMENT OF POWER-DRIVEN WHEELCHAIRS AS MISCELLA-
NEOUS ITEMS OF DURABLE MEDICAL EQUIPMENT.—

(A) IN GENERAL.—Section 1834(a)2XA) (42 U.S.C
1395m(aX2XA)) is amended—

(1) in clause (i), by inserting “or” at the end;

(ii) in clause (it), by striking ‘“or” at the end; and

(iti) by striking clause (iii).

(B) CRITERIA FOR TREATMENT OF WHEELCHAIR AS CUSTOM-
1ZED ITEM.—(i) Section 1834(a)4) (42 U.S.C. 1395m(a)4) is
amended by adding at the end the following: “In the case
of a wheelchair furnished on or after January 1, 1992, the
wheelchair shall be treated as a customized item for pur-
poses of this paragraph if the wheelchair has been meas-
ured, fitted, or adapted in consideration of the patient’s
body size, disability, period of need, or intended use, and
has been assembled by a supplier or ordered from a manu-
facturer who makes available customized features, modifi-
cations, or components for wheelchairs that are intended
for an individual patient’s use in accordance with instruc-
tions from the patient’s physician.”,

_ (i) The amendment made by clause (i) shall apply to
items furnished on or after January 1, 1992, unless the Sec-



85

retary develops specific criteria before that date for the
treatment of wheelchairs as customized items for purposes
of section 1834(aX}) of the Social Security Act (in which
case the amendment made by such clayse shall not become
effective).

(d) FREEZE IN REASONABLE CHARGES FOR PARENTERAL AND EN-
TERAL NUTRIENTS, SUPPLIES, AND EQUIPMENT DURING 1991.—In de-
termining the amount of payment under part B of title XVIII of the
Social Security Act for enteral and parenteral nutrients, supplies,
and equipment furnished during 1991, the charges determined to be
reasonable with respect to such nutrients, supplies, and equipment
may not exceed the charges determined to be reasonable with respect
to such items for 1990.

(¢) REQUIRING PRIOR APPROVAL FOR POTENTIALLY OVERUSED
IteEMs.—Section 1834(a) (42 U.S.C. 1395m(a)), as amended by subsec-
tion (b), is amended by adding at the end the following new para-

graph:

“U15) CARRIER DETERMINATIONS OF POTENTIALLY OVERUSED
ITEMS IN ADVANCE.—

‘‘A) DEVELOPMENT OF LIST OF ITEMS BY SECRETARY.—
The Secretary shall develop and periodically update a list
of items for which payment may be made under this subsec-
tion that the Secretary determines, on the basis of prior
payment experience, are frequently subject to unnecessary
utilization, and shall include in such list seat-lift mecha-
nisms, transcutaneous electrical nerve stimulators, and mo-
torized scooters.

‘“‘B) DETERMINATIONS OF COVERAGE IN ADVANCE.—A car-
rier shall determine in advance whether payment for an
item included on the list developed by the Secretary under
subparagraph (A) may not be made because of the applica-
tion of section 1862(a)X1).”.

() PrOHIBITION AGAINST DISTRIBUTION OF MEDICAL NECESSITY
Forms BY SUPPLIERS.—

(1) IN GENERAL.—Section 1834(a) (42 U.S.C. 1395m(a)), as
amended by subsections (e) and (f), is further amended by
adding at the end the following new paragraph:

“(16) PROHIBITION AGAINST DISTRIBUTION BY SUPPLIERS OF
FORMS DOCUMENTING MEDICAL NECESSITY.—

“(A) IN GENERAL.—A supplier of a covered item under
this subsection may not distribute to physicians or to indi-
viduals entitled to benefits under this part for commercial
purposes any completed or partially completed forms or
other documents required by the Secretary to be submitted
to show that a covered item is reasonable and necessary for
the diagnosis or treatment of illness or injury or to improve
the functioning of a malformed body member.

““B) PENALTY.—Any supplier of a covered item who
knowingly and willfully distributes a form or other docu-
ment in violation of subparagraph (A) is subject to a civil
money penalty in an amount not to exceed $1,000 for each
such form or document so distributed. The provisions (;f
section 1128A (other than subsections (a) and (b)) shall
apply to civil money penalties under this subparagraph in
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the same manner as they apply to a penalty or proceeding
under section 1128A().”.

(2) EFFecTIVE DATE.—The amendment made by paragraph (1)
shall apply to forms and documents distributed on or after Jan-
uary 1, 1991.

(g) RECERTIFICATION FOR CERTAIN PATIENTS RECEIVING HOME
OxyGEN THERAPY SERVICES.—

(1) IN GENERAL.—Section 1834@@)X5) (42 US.C. 1395m(a)3)) is
amended—

(A) in subparagraph (A), by striking ‘“(B) and (C)” and in-
serting ‘“(B), (C), and (E)”; and

(B) by adding at the end the following new subpara-
graph:

“‘E) RECERTIFICATION FOR PATIENTS RECEIVING HOME
OXYGEN THERAPY.—In the case of a patient receiving home
oxygen therapy services who, at the time such services are
initiated, has an initial arterial blood gas value at or
above a partial pressure of 55 or an arterial oxygen satura-
tion at or above 89 percent (or such other values, pressures,
or criteria as the Secretary may specify) no payment may be
made under this part for such services after the expiration
of the 90-day period that begins on the date the patient
first receives such services unless the patient’s attending
physician certifies that, on the basis of a follow-up test of
the patient’s arterial blood gas value or arterial oxygen
saturation conducted during the final 30 days of such 90-
day period, there is a medical need for the patient to con-
tinue to receive such services.”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to patients who first receive home oxygen therapy
services on or after January 1, 1991.

(h) TecanicaL CorrectIiONS.—Effective as if included in the en-
actment of the Omnibus Budget Reconciliation Act of 1987, section
4062(e) of such Act is amended—

(1) by inserting ‘“(other than oxygen and oxygen equipment)”’
after ‘covered items’, and

(2) by inserting before the period at the end the following:
“and to oxygen and oxygen equipment furnished on or after
June 1, 1989

(i) EFFeCTIVE DATE.—Except as otherwise provided, the amend-
ments made by this section shall apply to items furnished on or
after January 1, 1991.

SEC. 4153. PROVISIONS RELATING TO ORTHOTICS AND PROSTHETICS.
(a) PAYMENTS FOR PROSTHETIC DEVICES AND ORTHOTICS AND
PROSTHETICS. —
(1) MAINTAINING CURRENT PAYMENT METHODOLOGY.—Section
1834 (42 U.S.C. 1395m) is amended by adding at the end the fol-
lowing new subsection:
“(h) PAYMENT FOR PROSTHETIC DEVICES AND ORTHOTICS AND
PROSTHETICS. —
“‘1) GENERAL RULE FOR PAYMENT,—
“CqA) IN GENERAL.—Payment under this subsection for
prosthetic devices and orthotics and prosthetics shall be
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made in a lump-sum amount for the purchase of the item
in an amount equal to 80 percent of the payment basis de-
scribed in subparagraph (B).

“(B) PaAYMENT BaSIS.—Except as provided in subpara-
graph (C), the payment basis described in this subpara-
graph is the lesser of—

“6) the actual charge for the item; or

“(ii) the amount recognized under paragraph (2) as
the purchase price for the item.

‘(C) EXCEPTION FOR CERTAIN PUBLIC HOME HEALTH AGEN-
c1es.—Subparagraph (BXi) shall not apply to an item fur-
nished by a public home health agency (or by another home
health agency which demonstrates to the satisfaction of the
Secretary that a significant portion of its patients are low
income) free of charge or at nominal charges to the public.

‘(D) ExcLusive PAYMENT RULE.—This subsection shall
constitute the exclusive provision of this title for payment
for prosthetic devices, orthotics, and prosthetics under this
part or under part A to a home health agency.

‘Y9) PURCHASE PRICE RECOGNI1ZED.—For purposes of para-
graph (1), the amount that is recognized under this paragraph
as the purchase price for prosthetic devices, orthotics, and pros-
thetics is the amount described in subparagraph (C) of this
pamgraph, determined as follows:

“(A) COMPUTATION OF LOCAL PURCHASE PRICE.—Each car-
rier under section 1842 shall compute a base local purchase
price for the item as follows:

“Gi) The carrier shall compute a base local purchase
price for each item equal to the average reasonable
charge in the locality for the purchase of the item for
the 12-month period ending with June 1987.

“ii) The carrier shall compute a local purchase
price, with respect to the furnishing of each particular
item—

“D in 1989 and 1990, equal to the base local
purchase price computed under clause (i) increased
by the percentage increase in the consumer price
index for all urban consumers (United States city
average) for the 6-month period ending with De-
cember 1987, or

“ID in 1991, 1992 or 1993, equal to the local
purchase price computed under this clause for the
previous year increased by the applicable percent-
age increase for the year. )

‘“{B) COMPUTATION OF REGIONAL PURCHASE PRICE.—With
respect to the furnishing of a particular item in each region
(as defined by the Secretary), the Secretary shall compute a
regional purchase price— )

“G) for 1992, equal to the average (weighted by rela-
tive volume of all claims among carriers) of the local
purchase prices for the carriers in the region computed
under subparagraph (A)Gi)(ID) for the year, and

“Gii) for each subsequent year, equal to the regional
purchase price computed under this subparagraph for
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the previous year increased by the applicable percent-
age increase for the year.

“(C) PURCHASE PRICE RECOGNIZED.—For purposes of para-
graph (1) and subject to subparagraph (D), the amount that
is recognized under this paragraph as the purchase price
for each item furnished—

“t) in 1989, 1990, or 1991, is 100 percent of the local
purchase price computed under subparagraph (A)ii);

“Gi) in 1992, is the sum of (I) 75 percent of the local
purchase price computed under subparagraph (A)Xii)II)
for 1992, and (II) 25 percent of the regional purchase
price computed under subparagraph (B) for 1992;

“Gii) in 1993, is the sum of (I) 50 percent of the local
purchase price computed under subparagraph (A)Xii)II)
for 1993, and (II}) 50 percent of the regional purchase
price computed under subparagraph (B) for 1993: and

“Gv) in 1994 or a subsequent year, is the regional
purchase price computed under subparagraph (B) for
that year.

‘D) RANGE ON AMOUNT RECOGNIZED.—The amount that
is recognized under subparagraph (C) as the purchase price
for an item furnished—

“) in 1992, may not exceed 125 percent, and may not
be lower than 85 percent, of the average of the purchase
prices recognized under such subparagraph for all the
carrier service areas in the United States in that year;
and

“6ii) in a subsequent year, may not exceed 120 per-
cent, and may not be lower than 90 percent, of the aver-
age of the purchase prices recognized under such sub-
paragraph for all the carrier service areas in the
United States in that year.

“(3) APPLICABILITY OF CERTAIN PROVISIONS RELATING TO DU-
RABLE MEDICAL EQUIPMENT.—Paragraph (12) and subpara-
graphs (A) and (B) of paragraph (10) and paragraph (11) of sub-
section (a) shall apply to prosthetic devices, orthotics, and pros-
thetics in the same manner as such provisions apply to covered
items under such subsection.

“C4) DEFINITIONS.—In this subsection—

“(A) the term ‘applicable percentage increase’ means—

“G) for 1991, 0 percent, and

“(ii) for a subsequent year, the percentage increase in
the consumer price index for all urban consumers
(United States city average) for the 12-month period
ending with June of the previous year;

“(B) the term ‘prosthetic devices’ has the meaning given
such term in section 1861(sX8), except that such term does
not include parenteral and enteral nutrition nutrients, sup-
Dlies, and equipment; and

"‘(C) the term ‘orthotics and prosthetics’ has the meaning
given such term in section 1861(sX9), but does not include
intraocular lenses or medical supplies (including catheters,
catheter supplies, ostomy bags, and supplies related to
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ostomy care) furnished by a home health agency under sec-
tion 1861(mx5).”.

(9) CONFORMING AMENDMENTS.—(A) Section 1832(a)(2) (42
US.C. 1395k(aX?)) is amended—

@) in subparagrazphs (A) and (B), by striking ‘“‘subpara-
graph (G)” each place it appears and inserting “subpara-
graph (G) or subparagraph (I)”;

(i) by striking “and” at the end of subparagraph (G);

(iii) by striking the ’period at the end of subparagraph (H)
and inserting “; and’; and

(iv{l by adding at the end the following new subpara-
graph:

‘.}(JI) prosthetic devices and orthotics and prosthetics (de-
scribed in section 1834(hX}) furnished by a provider of
services or by others under arrangements with them made
by a provider of services.”.

(B) Section 1833(a)1) (42 U.S.C. 1395l(a)1) is amended—

(i) by striking “, and (L)” and inserting “, (L)": and

(ii) by striking ‘‘subparagraph and (N)” and inserting the
following: ‘“‘subparagraph, (M) with respect to prosthetic de-
vices and orthotics and prosthetics (as defined in section
1834(hX4)), the amounts paid shall be the amounts de-
scribed in section 1834(hX1), and (N)”.

(C) Section 1833(a) (42 U.S.C. 13951(a)) is amended—

@) in paragraph (2), in the matter before subparagraph
(A), by striking “and (H)” and inserting “(H), and (I)’;

(ii) by striking “and” at the end of paragraph (5);

(iit) by striking the period at the end of paragraph (6)
and inserting ‘; and’; and

(iv) by adding at the end the following new paragraph:

“?) in the case of prosthetic devices and orthotics and pros-
thetics (as described in section 1834(h)(}), the amounts de-
scribed in section 1834(h).”.

(D) Section 1834(a) (42 U.S.C. 1395m(a)), is amended—

(i) in the heading, by striking ‘. PrROSTHETIC DEVICES,
OrTHOTICS, AND PROSTHETICS":

@ii) in Paragraph (2XA), by striking ‘“(13XA)” and insert-
ing “(13)"; and

(iii) in paragraph (13), by striking “means—" and all
that follows and inserting the following: ‘‘means durable
medical equipment (as defined in section 1861(n)), includ-
ing such equipment described in section 1861(m)(5)).

() EFFecTIVE DATE.—The amendments made by paragraphs
gly)ﬁnd (2) shall apply to items furnished on or after January 1,

(b) ProvisiONS RELATING TO EYEGLASSES.—

(1) PROHIBITION ON REGULATIONS.—(A) Notwithstanding any
other provision of law (except as provided in subparagraph (B))
the Secretary of Health and Human Services (referred to in this
subsection as the “Secretary’) may not issue any regulation that
changes the coverage of conventional eyewear furnished to indi-
viduals (enrolled under part B of title X VIII of the Social Secu-
rity Act) following cataract surgery with insertion of an intra-
ocular lens.
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(B) Paragraph (1) shall not apply to any regulation issued for
the sole purpose of implementing the amendments made by
paragraph (2).

(2) CLARIFYING COVERAGE OF POST-CATARACT EYEGLASSES.—
(A) Section 1861(s)8) (42 U.S.C. 1395x(s)8)) is amended by in-
serting after “‘such devices” the following “, and including one
pair of conventional eyeglasses or contact lenses furnished sub-
sequent to each cataract surgery with insertion of an intraocu-
lar lens”.

(B) Section 1862a)?) (42 U.S.C. 1895y(a)7)) is amended by in-
serting after “eyeglasses” the first place it appears the follow-
ing: “(other than eyewear described in section 1861(s)8))".

(C) The amendments made by subparagraphs (A) and (B)
shall apply to items furnished on or after January 1, 1991.

(c) GAO Stupy oF MEDICARE PAYMENTS FOR PROSTHETIC DE-
VICES, ORTHOTICS, AND PROSTHETICS.—

(1) Stupy.—The Comptroller General shall conduct a study of
the feasibility and desirability of establishing a separate fee
schedule for use in determining the amount of payments for
covered items under section 1834(a) of the Social Security Act
with respect to suppliers of prosthetic devices, orthotics, and
prosthetics who provide professional services that would take
into account the costs to such providers of providing such serv-
ices.

(2) REPORT.—Not later than 1 year after the date of the enact-
ment of this Act, the Comptroller General shall submit a report
on the study conducted under subparagraph (A) to the Commit-
tees on Energy and Commerce and Ways and Means of the
House of Representatives and the Committee on Finance of the
Senate, and shall include in such report any recommendations
regarding payments for prosthetic devices, orthotics, and pros-
thetics under the medicare program that the Comptroller Gener-
al considers appropriate.

(d) CLARIFICATION OF COVERAGE OF OSTOMY SUPPLIES.—

(1) IN  GENERAL.—Section  1866(a)1)P) (42 U.S.C.
1395¢cc(a)1XP)) is amended by striking “ostomy supplies’” and
inserting ‘‘catheters, catheter supplies, ostomy bags, and sup-
plies related to ostoryy care”.

(2) EFFeECTIVE DATE.—The amendment made by paragraph (1)
shall take effect as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1989.

SEC. 4154. CLINICAL DIAGNOSTIC LABORATORY TESTS.
(@) Limit oN ANNUAL FEE ScHEDULE INCREASES.—Section
1833(h)(2)A)GY) (42 U.S.C. 13951(h)J(2XAXii) is amended—
(1) by striking “any other provision of this subsection” and in-
serting “clause (i)}
(2) by striking “and” at the end of subclause (I);
(3) by striking the period at the end of subclause (II) and in-
serting “, and’’; and
(4) by adding at the end the following new subclause:
“(IID the annual adjustment in the fee schedules determined
under clause (i) for each of the years 1991, 1992, and 1993 shall
be 2 percent.”.
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(&) REpUCTION IN NATIONAL CAP ON FEE SCHEDULES. —
(1) IN  GENERAL.—Section 1833hJ4XB) (42 US.C
1395URX4XB) is amended—
(A) in clause (ii), by striking “and” at the end;

(B) in clause (iit)—
(i) by inserting “and before January 1, 1991,” after
“1989,”, and
(i) by striking the period at the end and inserting
and’: and

(O by adding at the end the following new clause:

“Giv) after December 31, 1990, is equal to 88 Dpercent of the
median of all the fee schedules established for that test for that
laboratory setting under paragraph (1).”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to tests furnished on or after January 1, 1991.

(c) CLARIFICATION OF MANDATORY ASSIGNMENT FOR CLINICAL Di-
AGNOSTIC LABORATORY TESTS PERFORMED BY PHYSICIANS.—

(1) In GENERAL.—(A) Section 1833(h)5)C) of such Act (42
US.C. 1395UhX5XC) is amended by striking “test performed by
a laboratory other than a rural health clinic” and inserting
“test, including a test performed in a physician’s office but ex-
cluding a test performed by a rural health clinic”,

(B) Section 1833(hX5XD) of such Act (42 US.C. 13951GX5)D)
is amended by striking ‘test performed by a laboratory, other
than a rural health clinic” and inserting “test, including a test
performed in a physician’s office but excluding a test performed
by a rural health clinic,”.

(2) EFFecTiVE DATE.—The amendment made by paragraph
(1XA) shall take effect as if included in the enactment of the
Consolidated Omnibus Budget Reconciliation Act of 1985, and
the amendment made by paragraph (1XB) shall take effect as if
included in the enactment of the Omnibus Budget Reconcilia-
tion Act of 1987.

(d) AGREEMENTS WITH STATES TO DETERMINE COMPLIANCE OF
CLINICAL LABORATORIES WITH PROGRAM REQUIREMENTS.—

(1) IN GENERAL.—Section 1864(a) (42 US.C. 1395aa(a)) is
amended in the first sentence by striking “1861(s),” and insert-
ing “1861(s) or (in the case of a laboratory that does not partici-
Dpate or seek to participate in the medicare program) the require-
ments of section 353 of the Public Health Service Act,”.

(2) EFFeCTIVE DATE.—The amendment made by paragraph (1)
shall take effect as if included in the enactment of the Clinical
Laboratory Improvement Amendments of 1988.

(e) TecaNICAL CORRECTIONS.—

(1) Section 1833(h)5)AXii) of such Act (42 USC.
1395UhX5XAXGi) is amended—

(A) in subclause (II), by striking “a wholly-owned subsidi-
ary of” and inserting “wholly owned by’’;

(B) in subclause (III), by striking “laboratory” and insert-
ing “laboratory (but not including a laboratory described in
subclause (I1),”: and

(C) in subclause (III), by striking ‘submits bills or re-
quests for payment in any year” and inserting ‘receives re-



92

quests for testing during the year in which the test is per-
formed’’.

(2) The heading of section 1846 of such Act is amended by
striking “oF” and inserting “OrR SUPPLIERS OF’.

(3) Effective as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1986, section 9339(b) of the Omni-
bus Budget Reconciliation Act of 1986 is amended by striking
paragraph (3).

(4) Section 6111(b)2) of the Omnibus Budget Reconciliation
Act of 1989 is amended by striking “January 1, 1990” and in-
serting “May 1, 1990

(5) The amendments made by paragraphs (1)(A) (1XB), (2), and
(4) shall take effect as if included in the enactment of the Om-
nibus Budget Reconciliation Act of 1989, and the amendment
made by paragraph (1)XC) shall take effect January 1, 1991.

SEC. 4155. COVERAGE OF NURSE PRACTITIONERS IN RURAL AREAS.
(a) IN GENERAL.—Section 1861(s)2)K) (42 U.S.C. 1395x(s)(2XK)) is
amended—

(1) in clause (ii), by striking “and’ at the end;

(2) by redesignating clause (iii) as clause (iv); and

(3) by inserting after clause (ii) the following new clause:

“(iii) services which would be physicians’ services if furnished
by a physician (as defined in subsection (ri(1)) and which are
performed by a nurse practitioner or clinical nurse specialist (as
defined in subsection (aa)3)) working in coliaboration (as de-
fined in subsection (aa)})) with a physician (as defined in sub-
section (rX1)) in a rural area (as defined in section 1886(d)X2)(D)
which the nurse practitioner or clinical nurse specialist is au-
thorized to perform by the State in which the services are per-
formed, and such services and supplies furnished as an incident
to such services as would be covered under subparagraph (A) if
fur;z,l;shed as an incident to a physician'’s professional service,
and’.

(b) PAYMENT.—
(1) Direct PAYMENT.—Section 1832a)2)B) (42 U.S.C.
1395k(a)2)(B)) is amended—
(A) in clause (i), by striking “and’’ at the end;
(B) in clause (iti), by striking the semicolon and inserting
a comma; and
(C) by adding at the end the following new clause:

“(iv) services of a nurse practitioner or clinical nurse
specialist provided in a rural area (as defined in sec-
tion 1886(d)X2XD)); and”.

(2) AMOUNT.—Section 1833(a)1) (42 U.S.C. 1395l@aX1) is

amended—

(:14) by striking “and” at the end of subparagraph (K);
an

(B) by inserting after subparagraph (L) the following new
subparagraph: ‘(M) with respect to services described in sec-
tion 1861(s)2)KXiii) (relating to nurse practitioner or clini-
cal nurse specialist services provided in a rural area), the
amounts paid shall be 80 percent of the lesser of the actual
charge or the prevailing charge that would be recognized
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(or, for services furnished on or after January 1, 1992, the
fee schedule amount provided under section 1848) if the
services had been performed by a physician (subject to the
limitation described in subsection (rX2)), and”,

(3) CAP ON PREVAILING CHARGE; BILLING ONLY ON ASSIGN-
MENT-RELATED BASIS.—Section 1833 (42 U.S.C. 13950) is amend-
ed by adding at the end the following new subsection:

“(rX1) With respect to services described in section 1861(s)2XK)Xiii)
(relating to nurse practitioner or clinical nurse specialist services
provided in a rural area), payment may be made on the basis of a
claim or request for payment presented by the nurse practitioner or
clinical nurse specialist furnishing such services, or by a hospital,
rural primary care hospital, skilled nursing facility or nursing facil-
ity (as defined in section 1919(a)), physician, group practice, ambula-
tory surgical center, with which the nurse practitioner or clinical
nurse specialist has an employment or contractual relationship that
provides for payment to be made under this part for such services to
such hospital, physician, group practice, ambulatory surgical center.

“(9¥A) For purposes of subsection (aX1M), the prevailing charge
for services described in section 1861(sX2XK)(iii) may not exceed the
applicable percentage (as defined in subparagraph (B)) of the pre-
vailing charge (or, for services furnished on or after January 1,
1992, the fee schedule amount provided under section 1848) deter-
mirlzed for such services performed by physicians who are not spe-
cialists.

“(B) In subparagraph (A), the term ‘applicable percentage’
means—

n:i‘(i) 75 percent in the case of services performed in a hospital,
a

‘“ii) 85 percent in the case of other services.

“(3XA) Payment under this part for services described in section
1861(sX2XK)iii) may be made only on an assignment-related basis,
and any such assignment agreed to by a nurse practitioner or clini-
cal nurse specialist shall be binding upon any other person present-
ing a claim or request for payment for such services.

“B) Except for deductible and coinsurance amounts applicable
under this section, any person who knowingly and willfully pre-
sents, or causes to be presented, to an individual enrolled under this
part a bill or request for payment for services described in section
1861(sX2XKXiii) in violation of subparagraph (A) is subject to a civil
money penalty of not to exceed $2,000 for each such bill or request.

provisions of section 1128A (other than subsections (a) and (b))
shall apply to a civil money penalty under the previous sentence in
the same manner as such provisions apply to a penalty or proceed-
ing under section 1128A(a).

“4) No hospital or rural primary care hospital that presents a
claim or request for payment under this part for services described
in section 1861(sX2XKXiii) may treat any uncollected coinsurance
amount imposed under this part with respect to such services as a
bad debt of such hospital for purposes of this title.”.

(¢) CONFORMING AMENDMENT.—Section 1842(b) (42 U.S.C.
1395u(b)) is amended by striking “section 1861(s)2)K)”’ each place it
appears in paragraphs (6) and (12) and inserting “clauses (i), (ii), or
(tv) of section 1861(sX2XK)"'.
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(d) DEFINITION.—Section 1861(aaX3) (42 U.S.C. 1395x(aa)3)) is
amended by striking ‘“The term” and all that follows through “who
performs” and inserting the following: “The term ‘physician assist-
ant’, the term ‘nurse practitioner’, and the term ‘clinical nurse spe-
cialist’ mean, for purposes of this Act, a physician assistant, nurse
practitioner, or clinical nurse specialist who performs”.

(e) EFrecTIVE DATE.—The amendments made by this section shall
apply to services furnished on or after January 1, 1991.

SEC. 4156. COVERAGE OF INJECTABLE DRUGS FOR TREATMENT OF OSTEO-
POROSIS.

(a) IN GENERAL.—Section 1861 (42 U.S.C. 1395x) is amended—

(1) in subsection (sX2)—

(A) by striking “and” at the end of subparagraph (M),

(B) by inserting “and’ at the end of subparagraph (N),
and

(C) by inserting after subparagraph (N) the following new
subparagraph:

“(0) a covered osteoporosis drug and its administration (as
defined in subsection (jj)) furnished on or after January 1, 1991,
and on or before December 31, 1995; and’: and

(2) by inserting after subsection (ii) the following new subsec-
tion:

“Covered Osteoporosis Drug

“Uj) The term ‘covered osteoporosis drug’ means an injectable
drug approved for the treatment of a bone fracture related to post-
menopausal osteoporosis provided to an individual if, in accordance
with regulations promulgated by the Secretary—

“(1) the individual’s attending physician certifies that the pa-
tient is unable to learn the skills needed to self-administer such
drug or is otherwise physically or mentally incapable of self-ad-
ministering such drug; and

“2) the individual is confined to the individual’s home
(except when receiving items and services referred to in subsec-
tion (mX7)).”".

(b) StupY OF EFFECTS OF COVERAGE.—

(1) IN GENERAL.—The Secretary of Health and Human Serv-
ices shall conduct a study analyzing the effects of coverage of
osteoporosis drugs under part B of title XVIII of the Social Se-
curity Act (as amended by subsection (a)) on the health of indi-
viduals enrolled under such part and the utilization of inpa-
tient hospital and extended care services by such individuals.

(2) ReporT.—By not later than October 1, 1994, the Secretary
shall submit a report to Congress on the study conducted under
paragraph (1), and shall include in such report such recommen-
dations regarding expansion of coverage under the medicare
program of items and services for individuals with post-meno-
pausal osteoporosis as the Secretary considers appropriate.

SEC. 4157. SEPARATE PAYMENT UNDER PART B FOR SERVICES OF CERTAIN
HEALTH PRACTITIONERS.

(a) SErvVICES OF CERTAIN HEALTH PrACTITIONERS Nor To BE IN-
CLUDED IN INPATIENT HOSPITAL SERVICES.—Section 1861(b) (42
U.S.C. 1395x(b)) is amended—
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(1) in paragraph (3), by striking ‘(including clinical psycholo-
gist (as defined by the Secretary))”, and

(2) in paragraph (4), by striking everything after “intern” and
inserting “, services described by subsection (sX2XKXi), certified
nurse-midwife services, qualified psychologist services, and serv-
ices of a certified registered nurse anesthetist; and”,

(b) TREATMENT OF SERVICES FURNISHED IN INPATIENT SETTING.—
Section 1832aX2XBXiii) (42 U.S.C. 1395k(a)2)(B)iii)) is amended to
read as follows:

. ‘.‘(iii) services described by section 1861(s)2XKXi), cer-
tified nurse-midwife services, qualified psychologist
services, and services of a certified registered nurse an-
esthetist;”.

(c) CONFORMING AMENDMENTS.—

(1) Section 1862(aX14) (42 U.S.C. 1395y) is amended—

(A) by striking ‘“or are services of a certified registered
nurse anesthetist”’, and

(B) by inserting after ‘‘this paragraph)”’ a comma and the
following: “services described by section 1861(sX2XK)i), cer-
tified nurse-midwife services, qualified psychologist serv-
ices, and services of a certified registered nurse anesthe-
tist,”.

(2) The matter in section 1866XH) ¢42 US.C
1395x(aX1XH)) preceding clause (i) is amended by inserting after
“and other than” the following: ‘“services described by section
1861(sX2XKXi), certified nurse-midwife services, qualified psy-
chologist services, and’’.

(d) EFFecTIVE DATE.—The amendments made by the preceding
subsections apply to services furnished on or after January 1, 1991.
SEC. 4158. REDUCTION IN PAYMENTS UNDER PART B DURING FINAL 2

MONTHS OF 1990.

(a) IN GENERAL.—Notwithstanding any other provision of law (in-
cluding any other provision of this Act, other than subsection (b)(4)),
payments under part B of title XVIII of the Social Security Act for
items and services furnished during the period beginning on Novem-
ber 1, 1990, and ending on December 31, 1990, shall be reduced by 2
percent, in accordance with subsection (b).

(b) SPECIAL RULES FOR APPLICATION OF REDUCTION.—

(1) PAYMENT ON THE BASIS OF COST REPORTING PERIODS.—In
the case in which payment for services of a provider of services
is made under part B of such title on a basis relating to the
reasonable cost incurred for the services during a cost reporting
period of the provider, the reduction made under subsection (a)
shall be applied to payment for costs for such services incurred
at any time during each cost reporting period of the provider
any part of which occurs during the period described in such
subsection, but only in the same proportion as the fraction of
the cost reporting period that occurs during such period.

(2) No INCREASE IN BENEFICIARY CHARGES IN ASSIGNMENT-RE-
LATED cASES.—If a reduction in payment amounts is made
under subsection (a) for items or services for which payment
under part B of such title is made on an assignment-related
basis (as defined in section 1842(iX1) of the Social Security Act),
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the person furnishing the items or services shall be considered
to have accepted payment of the reasonable charge for the items
or services, less any reduction in payment amount made under
subsection (a), as payment in full.

(3) TREATMENT OF PAYMENTS TO HEALTH MAINTENANCE ORGA-
NIZATIONS.—Subsection (a) shall not apply to payments under
risk-sharing contracts under section 1876 of the Social Security
Act or under similar contracts under section 402 of the Social
Security Amendments of 1967 or section 222 of the Social Secu-
rity Amendments of 1972.

SEC. 4159. PAYMENTS FOR MEDICAL EDUCATION COSTS.
(a) HoSPITAL GRADUATE MEDICAL EDUCATION RECOUPMENT.—

(1) IN GENERAL.—The Secretary of Health and Human Serv-
ices may not, before October 1, 1991, recoup payments from a
hospital because of alleged overpayments to such hospital under
part B of title XVIII of the Social Security Act due to a deter-
mination that the amount of payments made for graduate med-
ical education programs exceeds the amount allowable under
section 1886(h).

(2) CAP ON ANNUAL AMOUNT OF RECOUPMENT.— With respect to
overpayments to a hospital described in paragraph (1), the Sec-
retary may not recoup more than 25 percent of the amount of
such overpayments from the hospital during a fiscal year.

(3) EFFecTIVE DATE.—Paragraphs (1) and (2) shall take effect
October 1, 1990.

(b) Un1veRrsiTYy HosprraL NURSING EDUCATION.—

(1) IN GENERAL.—The reasonable costs incurred by a hospital
(or by an educational institution related to the hospital by
common ownership or control) during a cost reporting period for
clinical training (as defined by the Secretary) conducted on the
premises of the hospital under approved nursing and allied
health education programs that are not operated by the hospital
shall be allowable as reasonable costs under part B of title
XVIII of the Social Security Act and reimbursed under such
part on a pass-through basis.

(2) CONDITIONS FOR REIMBURSEMENT.—The reasonable costs
incurred by a hospital during a cost reporting period shall be
reimbursable pursuant to paragraph (1) only if—

(A) the hospital claimed and was reimbursed for such
costs during the most recent cost reporting period that
ended on or before October 1, 1989:

(B) the proportion of the hospital’s total allowable costs
that is attributable to the clinical training costs of the ap-
proved program, and allowable under (b)(1) during the cost
reporting period does not exceed the proportion of total al-
lowable costs that were attributable to clinical training
costs during the cost reporting period described in subpara-
graph (A);

(C) the hospital receives a benefit for the support it fur-
nishes to such program through the provision of clinical
services by nursing or allied health students participating
in such program; and
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(D) the costs incurred by the hospital for such program
do not exceed the costs that would be incurred by the hospi-
tal if it operated the program itself.

(3) PROHIBITION AGAINST RECOUPMENT OF COSTS BY SECRE-
TARY.—

(A) IN GENERAL.—The Secretary of Health and Human
Services may not recoup payments from (or otherwise reduce
or adjust payments under part B of title XVIII of the
Social Security Act to) a hospital because of alleged over-
payments to such hospital under such title due to a deter-
mination that costs which were reported by the hospital on
its medicare cost reports for cost reporting periods begin-
ning on or after October 1, 1983, and before October 1, 1990,
relating to approved nursing and allied health education
programs did not meet the requirements for allowable nurs-
ing and allied health education costs (as developed by the
Secretary pursuant to section 1861(v) of such Act).

(B) REFUND OF AMOUNTS RECOUPED.—If, prior to the date
of the enactment of this Act, the Secretary has recouped
payments from (or otherwise reduced or adjusted payments
under part B of title XVIII of the Social Security Act to) a
hospital because of overpayments described in subpara-
graph (A), the Secretary shall refund the amount recouped,
reduced, or adjusted from the hospital.

(4) SPECIAL AUDIT TO DETERMINE COSTS.—In determining the
amount of costs incurred by, claimed by, and reimbursed to, a
hospital for purposes of this subsection, the Secretary shall con-
duct a special audit (or use such other appropriate mechanism)
to ensure the accuracy of such past claims and payments.

(5) ErrecTIVE DATE.—Except as provided in paragraph (3),
the provisions of this subsection shall apply to cost reporting pe-
riods beginning on or after October 1, 1990.

SEC. 4160. CERTIFIED REGISTERED NURSE ANESTHETISTS.

Section 18331 (42 U.S.C. 18951 is amended—

(1) in paragraph (1)—

(A) by inserting “(A)” after “(1); and

(B) by adding at the end the following:

“B) In establishing the fee schedule under this paragraph the
Secretary may utilize a system of time units, a system of base and
time units, or any appropriate methodology. )

“(C) The provisions of this subsection shall not apply to certain
services furnished in certain hospitals in rural areas under the pro-
visions of section 9320(k) of the Omnibus Budget Reconciliation Act
of 1986, as amended by section 6132 of the Omnibus Budget Recon-
ciliation Act of 1989.7;

(2) by striking the second sentence of paragraph (2); and

(3) by striking paragraph (4) and inserting the following:

“UXA) Except as provided in subparagraphs (C) and (D), in deter-
mining the amount paid under the fee schedule under this subsec-
tion for services furnished on or after January 1, 1991, by a certified
registered nurse anesthetist who is not medically directed—

“G) the conversion factor shall be—

“(I) for services furnished in 1991, $15.50,
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“(II) for services furnished in 1992, $15.75,

“(III) for services furnished in 1993, $16.00,

“IV) for services furnished in 1994, $16.25,

“(V) for services furnished in 1995, $16.50,

“VI) )for services furnished in 1996, $16.75, and

“CVII) for services furnished in calendar years after 1996,
the previous year’s conversion factor increased by the
update determined under section 1848(d)X3) for physician
anesthesia services for that year;

“(ii) the payment areas to be used shall be the fee schedule
areas used under section 1848 (or, in the case of services fur-
nished during 1991, the localities used under section 1842(b))
for purposes of computing payments for physicians’ services that
are anesthesia seruvices;

“(iii) the geographic adjustment factors to be applied to the
conversion factor under clause (i) for services in a fee schedule
area or locality is—

“D in the case of services furnished in 1991, the geo-
graphic work index value and the geographic practice cost
index value specified in section 1842(q)1)(B) for physicians’
services that are anesthesia services furnished in the area
or locality, and

“ID in the case of services furnished after 1991, the geo-
graphic work index value, the geographic practice cost
index value, and the geographic malpractice index value
used for determining payments for physicians’ services that
are anesthesia services under section 1848,

with 70 percent of the conversion factor treated as attributable
to work and 30 percent as attributable to overhead for services
furnished in 1991 (and the portions attributable to work, prac-
tice expenses, and malpractice expenses in 1992 and thereafter
being the same as is applied under section 184§).

“(BXi) Except as provided in clause (it) and subparagraph (D), in
determining the amount paid under the fee schedule under this sub-
section for services furnished on or after January 1, 1991, by a certi-
fied registered nurse anesthetist who is medically directed, the Sec-
Zit)ar:y shall apply the same methodology specified in subparagraph

“li) The conversion factor used under clause (i) shall be—

“) for services furnished in 1991, $10.50,

“(D) for services furnished in 1992, $10.75,

“dID) for services furnished in 1993, $11.00,

“aV) for services furnished in 1994, $11.25,

“(V) for services furnished in 1995, $11.50,

“OVI) for services furnished in 1996, $11.70, and

“(VID for services furnished in calendar years after 1997, the
previous year'’s conversion fuctor increased by the update deter-
mined under section 1848(d)(3) for physician anesthesia services
for that year.

(A)“(('S:)— Notwithstanding subclauses (I) through (V) of subparagraph
i

“G) in the case of a 1990 conversion factor that is greater
than $16.50, the conversion factor for a calendar year after 1990
and before 1996 shall be the 1990 conversion factor reduced by
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the product of the last digit of the calendar year and one-fifth
of the amount by which the 1990 conversion factor exceeds
16.50; and

“Gi) in the case of a 1990 conversion factor that is greater
than $15.49 but less than $16.51, the conversion factor for a cal-
endar year after 1990 and before 1996 shall be the greater of—

“d) the 1990 conversion factor, or
“dI) the conversion factor specified in subparagraph

(AXi) for the year involved.

‘D) Notwithstanding subparagraph (C), in no case may the con-
version factor used to determine payment for services in a fee sched-
ule area or locality under this subsection, as adjusted by the adjust-
ment factors specified in subparagraphs (AXiii), exceed the conver-
sion factor used to determine the amount paid for physicians’ serv-
ices that are anesthesia services in the area or locality.”.

SEC. 4161. COMMUNITY HEALTH CENTERS AND RURAL HEALTH CLINICS.
(a) ComMUNITY HEALTH CENTERS.—

(1) CovErRAaGE.—Section 1861(s)2XE) of the Social Security Act
42 U.S.C. 1395x(sX2XE)) is amended by inserting “and Federal-
ly qualified health center services” after “rural health clinic
services”.

(2) SErRVICES DEFINED.—Section 1861(aa) of such Act is
amended—

(A) in the heading, by adding at the end the following:
“and Federally Qualified Health Center Services”,

(B) in paragraph (3), by striking “paragraphs (1) and (2)”
and inserting ‘“the previous provisions of this subsection”
and by redesignating such paragraph and paragraph (4) as
paragraph (5) and (6), respectively, and

(C) by inserting after paragraph (2) the following new

paragraphs: _ ‘
“3) The term ‘Federally qualified health center services’ means—
“(A) services of the type described in subparagraphs (A)
through (C) of paragraph (1), and
“(B) preventive primary health services that a center is re-
quired to provide under sections 329, 330, and 340 of the Public
Health Service Act,
when furnished to an individual as an outpatient of a Federally
qualified health center and, for this purpose, any reference to a
rural health clinic or a physician described in paragraph (2XB) is
deemed a reference to a Federally qualified health center or a physi-
cian at the center, respectively.
}:‘(4) The term ‘Federally qualified health center’ means an entity
which—
“CAXi) is receiving a grant under section 329, 330, or 340 of
the Public Health Service Act, or
“GiXI) is receiving funding from such a grant under a con-
tract with the recipient of such a grant, and (II) meets the re-
quirements to receive a grant under section 329, 330, or 340 of
such Act;
“B) based on the recommendation of the Health Resources
and Services Administration within the Public Health Service,
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is determined by the Secretary to meet the requirements for re-
ceiving such a grant; or

“(C) was treated by the Secretary, for purposes of part B, as a
comprehensive Federally funded health center as of January I,
1990.”.

(3) PAYMENTS.—

(A) IN GENERAL.—Section 1832aX2XD) of such Act (42
US.C. 1395k(aX2XD)) is amended by inserting “(1)” after
“D)” and by inserting “and (ii) Federally qualified health
center services’’ after “rural health clinic services”.

(B) DEpucTiBLE DOES NOT APPLY.—The first sentence of
section 1833(b) of such Act (42 U.S.C. 13951(b)) is amend-
ed—

(i) by striking “and’ before ‘“(})",

(ii) by inserting before the period at the end the fol-
lowing: “ and (5) such deductible shall not apply to
Federally qualified health center services’.

(C) EXCLUSION FROM PAYMENT REMOVED.—Section 1862(a)
of such Act (42 U.S.C. 1395y(a)) is amended—

(i) in paragraph (2), by inserting *, except in the case
of Federally qualified health center services” before the
semicolon at the end, and

(ii) in paragraph (3), by inserting “, in the case of
Federally qualified health center services, as defined in
section 1861(aa)3),” after “1861(aa)1),”, and

(iii) by adding at the end the following new sentence:

“Paragraph (7) shall not apply to Federally qualified health center
services described in section 1861(aaX3XB).".

(4) WAIVER OF ANTI-KICKBACK REQUIREMENT.—Section
1128B(b)3) of such Act (42 U.S.C. 1320a-7b(b)X3)) is amended—

(A) by striking “and” at the end of subparagraph (C),

(B) by redesignating subparagraph (D) as subparagraph
(E), and

(C) by inserting after subparagraph (C) the following new
subparagraph:

“(D) a waiver of any coinsurance under part B of title XVIII
by a Federally qualified health care center with respect to an
individual who qualifies for subsidized services under a provi-
sion of the Public Health Service Act; and’.

(5) CoNFORMING AMENDMENTS.—Section 1861 of such Act (42
US.C. 1395x) is further amended—

(A) in subsections (SX2XH)i) and (s)2XK), by striking
“subsection (aa)3)” and “subsection (aa)})” each place
either appears inserting ‘“subsection (aa)5)”’ and ‘“‘subsec-
tion (aaX6)”, respectively, and

(B) in subsection (aa)X1)B), by striking “paragraph (3)”
and inserting ‘paragraph (5)”.

(6) PRRB REVIEW OF COST REPORTS FOR FEDERALLY QUALIFIED
HEALTH CENTERS.—Section 1878 of the Social Security Act (42
U.S.C. 139500) is amended by adding at the end the following
new subsection:

“G) In this section, the term ‘provider of services’ includes a Fed-
erally qualified health center.”.
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(7) GAO STUDY OF HOSPITAL STAFF PRIVILEGES FOR PHYSI-
CIANS PRACTICING IN COMMUNITY HEALTH CENTERS.—

(A) Stupy.—The Comptroller General shall conduct a
study of whether physicians practicing in community and
migrant health centers are able to obtain admitting privi-
leges at local hospitals. The study shall review—

(i) how many physicians practicing in such centers
are without hospital admitting privileges or have been
denied admitting privileges at a local hospital, and

(XD the criteria hospitals use in deciding whether to
grant admitting privileges and (II) whether such crite-
ria act as significant barriers to health center physi-
cians obtaining hospital privileges.

(B) REPORT.—By not later than 18 months after the date
of the enactment of this Act, the Comptroller General shall
submit a report on the study under subparagraph (A) to the
Committees on Ways and Means and Energy and Commerce
of the House of Representatives and shall include in such
report such recommendations as the Comptroller General
deems appropriate.

(8) EFFECTIVE DATE.—(A) Subject to subparagraphs (B) and
(C), the amendments made by this section shall apply to services
furnished on or after October 1, 1991.

(B) In the case of a Federally qualified health care center
that has elected, as of January 1, 1990, under part B of title
XVIII of the Social Security Act, to have the amount of pay-
ments for services under such part determined on a reasonable-
charge basis, the amendment made by paragraph (3)(A) shall
only apply on and after such date (not earlier than October 1,
1991) as the center may elect.

(C) The amendment made by paragraph (6) shall apply to cost
reports for periods beginning on or after October 1, 1991.

(b) RuraL HEALTH CLINIC SERVICES.—

(1) EXPEDITED CERTIFICATION.—Section 1861(aa)?) of the
Social Security Act (42 U.S.C. 1395x(aa)?) is amended by
adding at the end the following: “If a State agency has deter-
mined under section 1864(a) that a facility is a rural health
clinic and the facility has applied to the Secretary for certifica-
tion as such a clinic, the Secretary shall notify the facility of
the the Secretary’s approval or disapproval of the certification
not later than 60 days after the date of the State agency deter-
mination or the application (whichever is later).”.

(2) TEMPORARY WAIVER OF STAFFING REQUIREMENTS.—Section
1861(aa) of such Act, as amended by subsection (a), is further
amended by adding at the end the following new paragraph:

“C7XA) The Secretary shall waive for a I-year period the require-
ments of paragraph (2) that e rural health clinic employ a physi-
cian assistant, nurse practitioner or certified nurse midwife or that
such clinic require such providers to furnish services at least 50 per-
cent of the time that the clinic operates for any facility that requests
such waiver if the facility demonstrates that the facility has been
unable, despite reasonable efforts, to hire a physician assistant,
nurse practitioner, or certified nurse-midwife in the previous 90-day

Dperiod.
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“(B) The Secretary may not grant such a waiver under subpara-
graph (A) to a facility if the request for the waiver is made less than
6 months after the date of the expiration of any previous such
waiver for the facility.

“4C) A waiver which is requested under this paragraph shall be
deemed granted unless such request is denied by the Secretary
within 60 days after the date such request is received.”.

(3) PropuctiviTy SCREENS.—In employing any screening
guideline in determining the productivity of physicians, physi-
cian assistants, nurse practitioners, and certified nurse-mid-
wives in a rural health clinic, the Secretary of Health and
Human Services shall provide that the guideline shall take into
account the combined services of such staff (and not merely the
service within each class of practitioner).

(4) PRRB REVIEW OF COST REPORTS FOR RURAL HEALTH CEN-
TERS.—Section 1878() of the Social Security Act (42 U.S.C.
139500()), as added by subsection (a)6), is amended by inserting
“a rural health clinic and” after “includes”.

(9) EFFeCTIVE DATE.—This subsection shall take effect on Oc-
tober 1, 1991, except that the amendment made by paragraph (4)
shall apply to cost reports for periods beginning on or after Oc-
tober 1, 1991.

SEC. 4162. PARTIAL HOSPITALIZATION IN COMMUNITY MENTAL HEALTH

CENTERS.

(a) IN GENERAL.—Section 1861(ffX3) of the Social Security Act (42
U.S.C. 1395x(fX3) is amended—

(1) by striking “(3)” and inserting “(3)(A)":

(2) by striking “outpatients” and inserting ‘“outpatients or by
a community mental health center (as defined in subparagraph
(B),”; and

(3) by adding at the end the following new subparagraph:

““B) For purposes of subparagraph (A), the term ‘community
mental health center’ means an entity—

“G) providing the services described in section 1916(c)}) of the
Public Health Service Act; and

“(ii) meeting applicable licensing or certification requirements
for community mental health centers in the State in which it is
located. .

() CONFORMING AMENDMENTS.—(1) Section 1832(a)X2) of such
Act (42 US.C. 1395k(a)?2)) is amended—

(A) by striking “and” at the end of subparagraph (H);

(B) by striking the period at the end of subparagraph (I)
and inserting ‘S and’: and

(C) by adding at the end the following new subpara-
graph:

“@J) partial hospitalization services provided by a com-
munity mental health center (as described in section
1861(ffX2XB)).”".

(2) Section 1866(e) of such Act (42 U.S.C. 1395¢c(e)) is amend-
ed by striking “include a clinic” and all that follows through
the period and inserting the following: “include—

“(1) a clinic, rehabilitation agency, or public health agency if,
in the case of a clinic or rehabilitation agency, such clinic or
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agency meets the requirements of section 1861(pX4)XA) (or meets
the requirements of such section through the operation of sec-
tion 1861(g)), or if, in the case of a public health agency, such
agency meets the requirements of section 1861(p)4)XB) (or meets
the requirements of such section through the operation of sec-
tion 1861(g)), but only with respect to the furnishing of outpa-
tient physical therapy services (as therein defined) or (through
the operation of section 1861(g)) with respect to the furnishing
of outpatient occupational therapy services; and
“42) a community mental health center (as defined in section
1861(ffX3XB)), but only with respect to the furnishing of partial
hospitalization services (as described in section 1861(ff(1)).".
(c) EFFECTIVE DATE.—The amendments made by subsections (a)
and (b) shall apply with respect to partial hospitalization services
provided on or after October 1, 1991.

SEC. 4163. COVERAGE OF SCREENING MAMMOGRAPHY.
(@) IN GENERAL.—Section 1861 of the Social Security Act (42
US.C. 1395x) is amended—
(1) in subsection (s)—
(A) in paragraph (11), by striking all that follows “(bb))”
and inserting a semicolon,
(B) in paragraph (12XC), by striking all that follows
“area)” and inserting “: and’, and
(C) by inserting after paragraph (12) the following new
paragraph: - o
“(13) screening mammography (as defined in subsection (jj);”;
and
(2) by inserting after subsection (ii) the following new subsec-
tion:

“Screening Mammography

“Gj) The term ‘screening mammography’ means a radiologic proce-
dure provided to a woman for the purpose of early detection of
breast cancer and includes a physician’s interpretation of the results
of the procedure.”.

(b) PAYMENT AND COVERAGE.—Section 183} of such Act (42 U.S.C.
1395m) is amended—

(1) in subsection (b)1)XB), by inserting “‘and subject to subsec-
tion (cX1XA)” after “conversion factors”, and

(9) by inserting after subsection (b) the following new subsec-
tion:

“lc) PAYMENTS AND STANDARDS FOR SCREENING MAMMOGRA-
PHY,—

“1) IN GENERAL.—Notwithstanding any other provision of
this part, with respect to expenses incurred for screening mam-
mography (as defined in section 1861(jj)—

“(A) payment may be made only for screening mammog-
raphy conducted consistent with the frequency permitted
under paragraph (2);

“(B) payment may be made only if the screening mam-
mography meets the quality standards established under
paragraph (3); and



104

“(C) the amount of the payment under this part shall,
subject to the deductible established under section 1833(b),
be equal to 80 percent of the least of—

“i) the actual charge for the screening,

“(ii) the fee schedule established under subsection (b)
or the fee schedule established under section 1848,
whichever is applicable, with respect to both the profes-
sional and technical components of the screening mam-
mography, or

“CGii) the limit established under paragraph (}) for
the screening mammography.

“2) FREQUENCY COVERED.—

““A) IN GENERAL.—Subject to revision by the Secretary
under subparagraph (B)—

“@t) No payment may be made under this part for
screening mammography performed on a woman under
35 years of age.

“(ii) Payment may be made under this part for only 1
screening mammography performed on a woman over
34 years of age, but under 40 years of age.

“(ii) In the case of a woman over 89 years of age, but
under 50 years of age, who—

“a) is at a high risk of developing breast cancer
(as determined pursuant to factors identified by
the Secretary), payment may not be made under
this part for a screening mammography performed
within the 11 months following the month in
which a previous screening mammography was
performed, or

‘D is not at a high risk of developing breast
cancer, payment may not be made under this part
for a screening mammography performed within
the 23 months following the month in which a pre-
vious screening mammography was performed.

“Gv) In the case of a woman over 49 years of age, but
under 65 years of age, payment may not be made under
this part for screening mammography performed
within 11 months following the month in which a pre-
vious screening mammography was performed.

“(v) In the case of a woman over 64 years of age, pay-
ment may not be made for screening mammography
performed within 23 months following the month in
which a previous screening mammography was per-
formed.

“(B) REVISION OF FREQUENCY.—

“t) Review.—The Secretary, in consultation with
the Director of the National Cancer Institute, shall
review periodically the appropriate frequency for per-
forming screening mammography, based on age and
such other factors as the Secretary believes to be perti-
nent.

“(ii) REVISION OF FREQUENCY.—The Secretary, taking
into consideration the review made under clause (i),
may revise from time to time the frequency with which
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screening mammography may be paid for under this
subsection, but no such revision shall apply to screen-
ing mammography performed before January 1, 1992.
“39) QuALITY STANDARDS.—The Secretary shall establish
standards to assure the safety and accuracy of screening mam-
mography performed under this part. Such standards shall in-
clude the requirements that—

“CtA) the equipment used to perform the mammography
must be specifically designed for mammography and must
meet radiologic standards established by the Secretary for
mammography;

“(B) the mammography must be performed by an individ-
ual who—

“() is licensed by a State to perform radiological pro-
cedures, or

“ii) is certified as qualified to perform radiological
procedures by such an appropriate organization as the
Secretary specifies in regulations;

“(C) the results of the mammography must be interpreted
by a physician—

“() who is certified as qualified to interpret radiolog-
ical procedures by such an appropriate board as the
Secretary specifies in regulations, or

“iv) who is certified as qualified to interpret screen-
ing mammography procedures by such a program as
the Secretary recognizes in regulation as assuring the
qualifications of the individual with respect to such in-
terpretation; and

“(D) with respect to the first screening mammography
performed on a woman for which payment is made under
this part, there are satisfactory assurances that the results
of the mammography will be placed in permanent medical
records maintatned with respect to the woman.

“G4) Limrr.—

“CA) $55, INDEXED.—Except as provided by the Secretary
under subparagraph (B), the limit established under this
paragraph—

“G) for screening mammography performed in 1991,
is $55, and

“lii) for screening mammography performed in a sub-
sequent year is the limit established under this para-
graph for the preceding year increased by the percent-
age increase in the MEI for that subsequent year.

“B) Repuction OF LIMIT.—The Secretary shall review
from time to time the appropriateness of the amount of the
limit established under this paragraph. The Secretary may,
with respect to screening mammography performed in a
year after 1992, reduce the amount of such limit as it ap-
Dplies nationally or in any area to the amount that the Sec-
retary estimates is required to assure that screening mam-
mography of an appropriate quality is readily and conven-
iently available during the year.

“C) APPLICATION OF LIMIT IN HOSPITAL OUTPATIENT SET-
TING.—The Secretary shall provide for an appropriate allo-
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cation of the limit established under this p_aragraph be-
tween professional and technical components in the case of
hospital outpatient screening mammography (and compara-
ble situations) where there is a claim for professional serv-
ices separate from the claim for the radiologic procedure.

“(5) LIMITING CHARGES OF NONPARTICIPATING PHYSICIANS.—

“CA) IN GENERAL.—In the case of mammography screen-
ing performed on or after January 1, 1991, for which pay-
ment is made under this subsection, if a nonparticipating
physician or supplier provides the screening to an individ-
ual entitled to benefits under this part, the physician or
supplier may not charge the individual more than the lim-
iting charge (as defined in subparagraph (B), or if less, as
defined in subsection (bX5XB) or as defined in section
1848(gX2)).

‘“B) LIMITING CHARGE DEFINED.—In subparagraph (A),
the term ‘limiting charge’ means, with respect to screening
mammography performed—

“G) in 1991, 125 percent of the limit established
under paragraph (4),

“Gi) in 1992, 120 percent of the limit established
under paragraph (}), or

“Giti) after 1992, 115 percent of the limit established
under paragraph (}).

“(C) ENFORCEMENT.—If a physician or supplier knowing
and willfully imposes a charge in violation of subpara-
graph (A), the Secretary may apply sanctions against such
physician or supplier in accordance with section 1842(G)2).".

(c) CERTIFICATION OF SCREENING MAMMOGRAPHY QUALITY STAND-
ARDS.—

(1) Section 1863 of such Act (42 U.S.C. 1395z) is amended by
inserting “or whether screening mammography meets the stand-
ards established under  section 1834(cX3),”  after
“183Ua)2XFX3),”.

(2) The first sentence of section 1864(a) of such Act (42 US.C.
1395aa(a)) is amended by inserting before the period the follow-
ing: ‘, or whether screening mammography meets the standards
established under section 1834(cX3)”.

(3) Section 1865(a) of such Act (42 U.S.C. 1395bb(a)) is amend-
ed by inserting “1834(cX3),” after “1832aX2XFXi),".

(d) CONFORMING AMENDMENTS.—

(1) Section 1833(aX2XE) of such Act (42 US.C. 13951(a)2)E)
is amended by inserting “, but excluding screening mammogra-
phy” after “imaging services”.

(2) Section 1862(a) of such Act (42 U.S.C. 1395y(a)) is amend-

ed— .
Aa) i;l)paragrzph (1)—
i) in subparagraph (A), by striking “subparagraph
B), (C), (D), or (E)I’J and inserting ‘“a succeeding sub-
paragraph’,
ngl) in subparagraph (D), by striking “and’ at the
end,
(iii) in subparagraph (E), b’y striking the semicolon at

the end and inserting *, and’’, and
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(iv) by adding at the end the following new subpara-
h:

grap.

“(F) in the case of screening mammography, which is per-
formed more frequently than is covered under section 1834(cX2)
or which does not meet the standards established under section
1834(cX3), and, in the case of screening pap smear, which is per-
formed more frequently than is provided under section
1861(nn);”’: and

(B) in paragraph (7), by inserting ‘“or under paragraph
(1)(Fv ” after u(])(B)n

(e) EFFecTIVE DATE.—The amendments made by this section shall
?f;ggy to screening mammography performed on or after January 1,
SEC. 4164. M{;?‘C;fII:IéANEOUS AND TECHNICAL PROVISIONS RELATING TO

(a) EXTENSION OF DEMONSTRATIONS.—

(1) PREVENTION DEMONSTRATIONS.—Section 9314 of the Con-
solidated Omnibus Budget Reconciliation Act of 1985, as
amended by section 9344 of the Omnibus Budget Reconciliation
Act of 1986, is amended—

A m subsection (a), by striking “}-year” and inserting
“5-year’;

(B) in subsection (eX2), by striking “Not later than five
years after the date of the enactment of this Act, the Secre-
tary shall submit a final report” and inserting “Not later
than April 1, 1993, the Secretary shall submit an interim
report’;

(C) in subsection (e), by adding at the end the following
new paragraph:

‘(3) Not later than April 1, 1995, the Secretary shall submit a
final report to those Commzttees on the demonstration program and
shall include in the report a comprehensive evaluation of the long-
term effects of the program.’

(D) in subsection (f) by striking “$5,900,000” and insert-
ing “$2,500,000”: and

(&) in subsection (), by inserting before the period at the
end the following: “and shall not exceed $3,000,000 for the
comprehensive evaluation referred to in subsection (eX3)".

(2) ALZHEIMER'S DISEASE DEMONSTRATION PROJECTS.—Section
9342 of the Omnibus Budget Reconciliation Act of 1986 is
amended—

(A) in subsection (cX1), by striking “3 years’ and insert-
ing ‘“} years™:

(B) in subsection (d)1), by striking “third year” and in-
serting “fourth year’’:

(C) in subsection (f—

(i) by striking “$40,000,000” and inserting
“$55,000,000”, and
(ii) by striking “$2,000,000” and inserting
“$3,000,000".
(b) D1scLOSURE OF OWNERSHIP.—
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(1) IN GeneraL—Title XI of the Social Security Act is
amended by inserting after section 1124 the following new sec-
tion:

“DISCLOSURE REQUIREMENTS FOR OTHER PROVIDERS UNDER PART B
OF MEDICARE

“Sec. 1124A. (a) DiscLoSURE REQUIRED TO RECEIVE PAYMENT.—
No payment may be made under part B of title XVIII for items or
services furnished by any disclosing part B provider unless such pro-
vider has provided the Secretary with full and complete informa-
tion—

‘1) on the identity of each person with an ownership or con-
trol interest in the provider or in any subcontractor (as defined
by the Secretary in regulations) in which the provider directly
or indirectly has a 5 percent or more ownership interest; and

“(2) with respect to any person identified under paragraph (1)
or any managing employee of the provider—

“CA) on the identity of any other entities providing items
or services for which payment may be made under title
XVIII of the Social Security Act with respect to which such
person or managing employee is a person with an owner-
ship or control interest at the time such information is sup-
plied or at any time during the 3-year period ending on the
date such information is supplied, and

“(B) as to whether any penalties, assessments, or exclu-
sions have been assessed against such person or managing
employee under section 1128, 1128A, or 1128B.

“b) UPDATES TO INFORMATION SUPPLIED.—A disclosing part B
provider shall notify the Secretary of any changes or updates to the
information supplied under subsection (a) not later than 180 days
after such changes or updates take effect.

“lc) DEFINITIONS.—For purposes of this section—

“(1) the term ‘disclosing part B provider’ means any entity re-
ceiving payment on an assignment-related basis for furnishing
items or services for which payment may be made under part B
of title XVIII, except that such term does not include an entity
described in section 1124(a)(2);

“(2) the term ‘managing employee’ means, with respect to a
provider, a person described in section 1126(b); and

“(3) the term ‘person with an ownership or control interest’
means, with respect to a provider—

“(A) a person described in section 1124(a)3), or

“(B) a person who has one of the 5 largest direct or indi-
rect ownership or control interests in the provider.”.

(2) CRIMINAL PENALTY FOR PROVIDING FALSE INFORMATION.—
Section 1128B(c) of such Act (42 U.S.C. 1320a-7b(c)) is amended
by striking “health care program” and inserting “health care
program, or with respect to information required to be provided
under section 112}A,”.

(3) FAILURE TO PROVIDE INFORMATION AS GROUNDS FOR PER-
MISSIVE EXCLUSION FROM PROGRAM.—Section 1128(b)X9) of such
Act (42 US.C. 1320a-7(b)(9) is amended by striking “112}" and
inserting “1124, section 1124A,”.
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(4) Errecrive pATE.—The amendments made by paragraph
(1), (2), and (3) shall apply with respect to items or services fur-
nished on or after—

(A) January 1, 1993, in the case of items or services fur-
nished by a provider who, on or before the date of the en-
actment of this Act, has furnished items or services for
which payment may be made under part B of title XVIII of
the Social Security Act; or

(B) January 1, 1992, in the case of items or services fur-
nished by any other provider.

(c) DirEcTORY OF UNIQUE PHYSICIAN IDENTIFIER NUMBERS.—Not
later than March 31, 1991, the Secretary of Health and Human
Services shall publish a directory of the unique physician identifica-
tion numbers of all physicians providing services for which payment
may be made under part B of title XVIII of the Social Security Act,
and shall include in such directory the names, provider numbers,
and billing addressess of all listed physicians.

PART 3—PROVISIONS RELATING TO PARTS A AND B

SEC. 4201. PROVISIONS RELATING TO END STAGE RENAL DISEASE.

(a) INCREASE IN CoMPOSITE RATES.—Section 9335(a)(1) of the Om-
nibus Budget Reconciliation Act of 1986, as amended by section
6203(aX1) of the Omnibus Budget Reconciliation Act of 1989, is
amended—

(1) by striking “October 1, 1990, and inserting “December 31,
1990, and

(2) by inserting after the first sentence the following: “With
respect to services furnished on or after January 1, 1991, such
base rate shall be equal to the respective rate in effect as of Sep-
tember 30, 1990 (determined without regard to any reductions
imposed pursuant to section 6201 of the Omnibus Budget Recon-
ciliation Act of 1989), increased by $1.00.”.

(b) PROPAC Stupy oN ESRD CoMPOSITE RATES.—

(1) IN GENERAL.—

(A) Stupy.—The Prospective Payment Assessment Com-
mission (in this subsection referred to as the “Commission’)
shall conduct a study to determine the costs and services
and profits associated with various modalities of dialysis
treatments provided to end stage renal disease patients pro-
vided under title XVIII of the Social Security Act.

(B) RECOMMENDATIONS.—Based on information collected
for the study described in subparagraph (A), the Commis-
sion shall make recommendations to Congress regarding
the method or methods and the levels at which the pay-
ments made for the facility component of dialysis services
by providers of service and renal dialysis facilities under
title X VIII of the Social Security Act should be established
for dialysis services furnished during fiscal year 1993 and
the methodology to be used to update such payments for
subsequent fiscal years. In making recommendations con-
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cerning the appropriate methodology the Commission shall
consider—

(i) hemodialysis and other modalities of treatment,

(ii) the appropriate services to be included in such
payments,

(iit) the adjustment factors to be incorporated includ-
ing facility characteristics, such as hospital versus free-
standing facilities, urban versus rural, size and mix of
services,

(iv) adjustments for labor and nonlabor costs,

(v) comparative profit margins for all types of renal
dialysis providers of service and renal dialysis facili-
ties,

(vi) adjustments for patient complexity, such as age,
diagnosis, case mix, and pediatric services, and

(vii) efficient costs related to high quality of care and
positive outcomes for all treatment modalities.

(2) REPORT.—Not later than June 1, 1992, the Commission
shall submit a report to the Committee on Finance of the
Senate, and the Committees on Ways and Means and Energy
and Commerce of the House of Representatives on the study
conducted under paragraph (1)(A) and shall include in the
report the recommendations described in paragraph (I1XB),
taking into account the factors described in paragraph (1)(B).

(3) ANNvaL REPORT.—The Commuission, not later than March
1 before the beginning of each fiscal year (beginning with fiscal
year 1993) shall report its recommendations to the Committee
on Finance of the Senate and the Committees on Ways and
Means and Energy and Commerce of the House of Representa-
tives on an appropriate change factor which should be used for
updating payments for services rendered in that fiscal year. The
Commuission in making such report to Congress shall consider
conclusions and recommendations available from the Institute
of Medicine.

(¢) PAYMENT RATES FOR ERYTHROPOIETIN.—

(1) IN GENERAL.—Section 1881(b)(11) of the Social Security Act
42 US.C. 1395rr(b)) is amended—

(A) by striking “(11)” and inserting ‘“(11XA)”: and
(B) by adding at the end the following new subpara-
graph:

“(B) Erythropoietin, when provided to a patient determined to
have end stage renal disease, shall not be included as a dialysis
service for purposes of payment under any prospective payment
amount or comprehensive fee established under this section, and
payment for such item shall be made separately—

“4) in the case of erythropoietin provided by a physician, in
accordance with section 1833; and

“G) in the case of erythropoietin provided by a provider of
services, renal dialysis facility, or other supplier of home dialy-
sis supplies and equipment—

“D for erythropoietin provided during 1991, in an
amount equal to ﬁ] per thousand units (rounded to the
nearest 100 units), and
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“0D) for erythropoietin provided during a subsequent
year, in an amount determined to be appropriate by the Sec-
retary, except that such amount may not exceed the amount
determined under this clause for the previous year in-
creased by the percentage increase (if any) in the implicit
price deflator for gross national product (as published by
the Department of Commerce) for the second quarter of the
preceding year over the implicit price deflator for the
second quarter of the second preceding year.”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
gl)lfgl;(;ll apply to erythropoietin furnished on or after January

(d) SELF-ADMINISTERED ERYTHROPOIETIN.—

(1) CoVvERAGE.—Section 1861(sX2) (42 U.S.C. 1395x(sX2), is
amended—

(A) by striking “and’ at the end of subparagraph (O);

(B) by adding “and” at the end of subparagraph (P); and

(C) by adding at the end the following new subparagraph:

“(Q) erythropoietin for home dialysis patients competent
to use such drug without medical or other supervision with
respect to the administration of such drug, subject to meth-
ods and standards established by the Secretary by regula-
tion for the safe and effective use of such drug, and items
related to the administration of such drug;’”.

(2) COVERAGE FOR METHOD II PATIENTS.—Section 1881(b) (42
U.S.C. 1395rr(b)) is further amended—

(A) in paragraph (1)—

(B) by striking “and (B)” and inserting ‘(B), and

(C) by striking ‘“‘equipment.” and inserting ‘equipment,
and (C) payments to a supplier of home dialysis supplies
and equipment that is not a provider of services, a renal di-
alysis facility, or a physician for self-administered erythro-
poietin as described in section 1861(sX2)Q) if the Secretary
finds that the patient receiving such drug from such a sup-
plier can safely and effectively administer the drug (in ac-
cordance with the applicable methods and standards estab-
lished by the Secretary pursuant to such section).”; and

(3) by adding at the end of paragraph (11), as amended by
subsection (c), the following new subparagraph:

“C) The amount payable to a supplier of home dialysis supplies
and equipment that is not a provider of services, a renal dialysis fa-
cility, or a physician for erythropoietin shall be determined in the
same manner as the amount payable to a renal dialysis facility for
such item.”.

(3) EFFECTIVE DATE.—The amendments made by paragraphs
(1) and (2) shall apply to items and services furnished on or
after July 1, 1991.

SEC. 4202. STAFF-ASSISTED HOME DIALYSIS DEMONSTRATION PROJECT.

(a) ESTABLISHMENT.—

(1) IN GENERAL.—Not later than 9 months after the date of
the enactment of this Act, the Secretary of Health and Human
Services shall establish and carry out a 3-year demonstration
Dproject to determine whether the services of a home dialysis
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staff assistant providing services to a patient during hemodialy-
sis treatment at the patient’s home may be covered under the
medicare program in a cost-effective manner that ensures pa-
tient safety.

(2) NUMBER OF PARTICIPANTS.—The total number of eligible
patients receiving services under the demonstration project es-
tablished under paragraph (1) may not exceed 800.

(b) PAYMENTS TO PARTICIPATING PROVIDERS AND FACILITIES.—

(1) SERVICES FOR WHICH PAYMENT MAY BE MADE.—

(A) IN GENERAL.—Under the demonstration project estab-
lished under subsection (a), the Secretary shall make pay-
ments for 8 years under title XVIII of the Social Security
Act to providers of services (other than a skilled nursing fa-
ctlity) or renal dialysis facilities for services of a home he-
modialysis staff assistant provided to an individual de-
scribed in subsection (c) during hemodialysis treatment at
the individual's home in an amount determined under
paragraph (2).

(B) SERVICES DESCRIBED.—For purposes of subparagraph
(A), the term “services of a home hemodialysis staff assist-
ant” means—

(i) technical assistance with the operation of a hemo-
dialysis machine in the patient’s home and with such
patient’s care during in-home hemodialysis; and

(ii) administration of medications within the pa-
tient's home to maintain the patency of the extra corpo-
real circuit.

(2) AMOUNT OF PAYMENT.—

(A) IN GENERAL.—Payment to a provider of services or
renal dialysis facility participating in the demonstration
project established under subsection (a) for the services de-
scribed in paragraph (1) shall be prospectively determined
by the Secretary, made on a per treatment basis, and shall
be in an amount determined under subparagraph (B).

(B) DETERMINATION OF PAYMENT AMOUNT.—(i) The
amount of payment made under subparagraph (A) shall be
the product of—

(I) the rate determined under clause (ii) with respect
to a provider of services or a renal dialysis facility; and

(ID) the factor by which the labor portion of the com-
posite rate determined under section 1881(b)?) of the
Social Security Act is adjusted for differences in area
wage levels.

(i) The rate determined under this clause, with respect to
a provider of services or renal dialysis facility, shall be
equal to the difference between—

(1) two-thirds of the labor portion of the composite
rate applicable under section 1881(b)7) of such Act to
the provider or facility (as adjusted to reflect differ-
ences in area wage levels), and

(II) the product of the national median hourly wage
for a home hemodialysis staff assistant and the nation-
al median time expended in the provision of home he-
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modialysis staff assistant services (taking into account
time expended in travel and predialysis patient care).

(iii) For purposes of clause (iiXI1)—

(D) the national median hourly wage for a home he-
modialysis staff assistant and the national median av-
erage time expended for home hemodialysis staff assist-
ant services shall be determined annually on the basis
of the most recent data available, and

(II) the national median hourly wage for a home he-
modialysis staff assistant shall be the sum of 65 per-
cent of the national median hourly wage for a licensed
practical nurse and 35 percent of the national median
hourly wage for a registered nurse.

(C) PAYMENT AS ADD-ON TO COMPOSITE RATE.—The
amount of payment determined under this paragraph shall
be in addition to the amount of payment otherwise made to
the provider of services or renal dialysis facility under sec-
tion 1881(b) of such Act.

(¢) Inprvipuars ELiGIBLE TO RECEIVE SERVICES UNDER
ProJECT.—

(1) IN GENERAL.—AnR individual may receive services from a
provider of services or renal dialysis facility participating in the
demonstration project if—

(A) the individual is not a resident of a skilled nursing
facility;

(B) the individual is an end stage renal disease patient
intitled to benefits under title XVIII of the Social Security

ct;

(C) the individual’s physician certifies that the individ-
ual is confined to a bed or wheelchair and cannot transfer
themselves from a bed to a chair;

(D) the individual has a serious medical condition (as
specified by the Secretary) which would be exacerbated by
travel to and from a dialysis facility;

(E) the individual is eligible for ambulance transporta-
tion to receive routine maintenance dialysis treatments,
and, based on the individual’s medical condition, there is
reasonable expectation that such transportation will be
used by the individual for a period of at least 6 consecutive
months, such that the cost of ambulance transportation can
reasonably be expected to meet or exceed the cost of home
hemodialysis staff assistance as provided under subsection
(bX4); and

(F) no family member or other individual is available to
provide such assistance to the individual.

(2) COVERAGE OF INDIVIDUALS CURRENTLY RECEIVING SERV-
ICES.—Any individual who, on the date of the enactment of this
Act, is receiving staff assistance under the experimental author-
ity provided under section 1881(f(2) of the Social Security Act
shall be deemed to be an eligible individual for purposes of this
subsection.

(3) CONTINUATION OF COVERAGE UPON TERMINATION OF
PROJECT.—Notwithstanding any provision of title XVIII of the
Social Security Act, any individual receiving services under the
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demonstration project established under subsection (a) as of the
date of the termination of the project shall continue to be eligi-
ble for home hemodialysis staff assistance after such date
under such title on the same terms and conditions as applied
under the demonstration project.

(d) QuALIFICATIONS FOR HomE HEMODIALYSIS STAFF ASSIST-
ANTS.—For purposes of subsection (b), a home dialysis aide is quali-
fied if the aide—

(1) meets minimum qualifications as specified by the Secre-
tary; and

(2) meets any applicable qualifications as specified under the
law of the State in which the home hemodialysis staff assistant
is providing services.

(e) REPORTS.—

(1) INTERIM STATUS REPORT.—Not later than December 1,
1992, the Secretary shall submit to Congress a preliminary
report on the status of the demonstration project established
under subsection (a).

(2) FINAL REPORT.—Not later than December 31, 1995, the
Secretary shall submit to Congress a final report evaluating the
project, and shall include in such report recommendations re-
garding appropriate eligibility criteria and cost-control mecha-
nisms for medicare coverage of the services of a home dialysis
aide providing medical assistance to a patient during hemodia-
lysis treatment at the patient’s home.

(f) AUTHORIZATION OF APPROPRIATIONS.—The Secretary shall pro-
vide for the transfer from the Federal Supplementary Medical In-
surance Trust Fund (established under section 1841 of the Social Se-
curity Act) of not more than the following amounts to carry out the
demonstration project established under subsection (a) (without
regard to amounts appropriated in advance in appropriation Acts):

(1) For fiscal year 1991, $4,000,000.

(2) For fiscal year 1992, $4,000,000.

(3) For fiscal year 1993, $3,000,000.

(4) For fiscal year 1994, $2,000,000.

(5) For fiscal year 1995, $1,000,000.

SEC. 4203. EXTENSION OF SECONDARY PAYOR PROVISIONS.

(a) EXTENSION OF TRANSFER OF DATA.—

(1) Section 1862(X5)CXiii) (42 US.C. 1395v(bI5)XCXiii) is

amended by striking “September 30, 1991” and inserting “Sep-
tember 30, 1995

(2) Section 6103(1X12)(F) of the Internal Revenue Code of 1986
is amended—
(A) in clause (i), by striking “September 30, 1991” and in-
serting “September 30, 1995
(B) in clause (ii)I), by striking “1990” and inserting

“1994: and
“1‘(9(:;)5,1;n clause (GiXID), by striking “1991” and inserting

) (b) EXTENSION OF APPLICATION TO DiSABLED BENEFICIARIES.—Sec-
tion 1862(b)1)XB)iii) (42 U.S.C. 1395y(bX1XB)iii) is amended by
striking ‘“January 1, 1992” and inserting “October 1, 1995,

(c) INDIvIDUALS WiTH END STAGE RENAL DISEASE.—
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(I) IN GeNeraL.—Section 1862bXIXC) (42 U.S.C.
1395y(bXIXC)) is amended—

(A) in clause (i), by striking ‘“during the 12-month
period” and all that follows and inserting “during the 12-
month period which begins with the first month in which
the individual becomes entitled to benefits under part A
under the provisions of section 226A, or, if earlier, the first
month in which the individual would have been entitled to
benefits under such part under the provisions of section
226A if the individual had filed an application for such
benefits; and’”’

(B) in the matter following clause (ii), by adding at the
end the following: “Effective for items and services fur-
nished on or after February 1, 1991, and on or before Janu-
ary 1, 1996, (with respect to periods beginning on or after
February 1, 1990), clauses (i) and (ii) shall be applied by
substituting ‘18-month’ for ‘12-month’ each place it ap-

ars.”.

(2) GAO STUDY OF EXTENSION OF SECONDARY PAYER PERIOD.—
(A) The Comptroller General shall conduct a study of the
impact of the application of clause (iii) of section 1862(b)1)XC) of
the Social Security Act on individuals entitled to benefits under
title XVIII of such Act by reason of section 226A of such Act,
and shall include in such report information relating to—

(i) the number (and geographic distribution) of such indi-
viduals for whom medicare is secondary;

(it) the amount of savings to the medicare program
achieved annually by reason of the application of such
clause;

(iit) the effect on access to employment, and employment-
based health insurance, for such individuals and their
family members (including coverage by employment-based
health insurance of cost-sharing requirements under medi-
care after such employment-based insurance becomes sec-
ondary);

(tv) the effect on the amount paid for each dialysis treat-
ment under employment-based health insurance;

(v) the effect on cost-sharing requirements under employ-
ment-based health insurance (and on out-of-pocket expenses
of such individuals) during the period for which medicare
is secondary;

(vi) the appropriateness of applying the provisions of sec-
tion 1862(bX1)C) to all group health plans.

(B) The Comptroller General shall submit a preliminary report on
the study conducted under subparagraph (A) to the Committees on
Ways and Means and Energy and Commerce of the House of Repre-
sentatives and the Committee on Finance of the Senate not later
than January 1, 1993, and a final report on such study not later
than January 1, 1995.

(d) EFFecTiveE DATE.—The amendments made by this subsection
shall take effect on the date of the enactment of this Act and the
amendment made by subsection (a)2XB) shall apply to requests
made on or after such date.
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SEC. 4204. HEALTH MAINTENANCE ORGANIZATIONS.

(a) REGULATION OF INCENTIVE PAYMENTS TO PHYSICIANS.—

(1) IN GENERAL.—Section 1876(G) (42 US.C. 1395mm(i) is
amended by adding at the end the following new paragraph:

“(8XA) Each contract with an eligible organization under this sec-
tion shall provide that the organization may not operate any physi-
cian incentive plan (as defined in subparagraph (B)) unless the fol-
lowing requirements are met:

“t) No specific payment is made directly or indirectly under
the plan to a physician or physician group as an inducement to
reduce or limit medically necessary services provided with re-
spect to a specific individual enrolled with the organization.

. “iv) If the plan places a physician or physician group at sub-
stantial financial risk (as determined by the Secretary) for serv-
ices not provided by the physician or physician group, the orga-
nization—

“T) provides stop-loss protection for the physician or
group that is adequate and appropriate, based on standards
developed by the Secretary that take into account the
number of physicians placed at such substantial financial
risk in the group or under the plan and the number of indi-
viduals enrolled with the organization who receive services
from the physician or the physician group, and

“dD) conducts periodic surveys of both individuals en-
rolled and individuals previously enrolled with the organi-
zation to determine the degree of access of such individuals
to services provided by the organization and satisfaction
with the quality of such seruvices.

“iii) The organization provides the Secretary with descriptive
information regarding the plan, sufficient to permit the Secre-
tary to determine whether the plan is in compliance with the
requirements of this subparagraph.

“AB) In this paragraph, the term ‘physician incentive plan’ means
any compensation arrangement between an eligible organization
and a physician or physician group that may directly or indirectly
have the effect of reducing or limiting services provided with respect
to individuals enrolled with the organization.”

(?2)  PENALTIES.—Section  1876(i)(6)A)vi) (42 U.S.C.
1395mm(i}6)XA)Nvi)) is amended b}y striking “(@/(6)A);” and in-
serting “(g)(6)(A) or paragraph (8);”.

(3) REPEAL OF PROHIBITION.—Section 1128Ab)1) (42 U.S.C.
1320a-7a(bX1)) is amended—

(A) by striking “ an eligible organization” and all that
fol(lg)wg thg()lugh “secéion 1876,

y adding ‘“‘and’ at the end of subpara h (A),

(C) by striking subparagraph (B), f subparagrap
(BsD) lgr redesignating subparagraph (C) as subparagraph

, an

(E) by striking ‘“or organization”.

(4) EFFECTIVE DATE.—The amendments made by paragraphs
(1) and (2) shall apply with respect to contract years beginning
on or after January 1, 1992, and the amendments made by

paragraph (3) shall take effect on the date of the enactment of
this Act.
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(b) REQUIREMENTS WrtH RESPECT TO ACTUARIAL EQUIVALENCE OF
AAPCC.—1) Not later than January 1, 1992, the Secretar;y of
Health and Human Services (in this section referred to as the “Sec
retary’) shall submit a proposal to Congress that provides for a
modified payment method for organizations with a risk contract
under section 1876(g) of the Social Security Act that is more accu-
rate than the current payment methodology in predicting the actual
service utilization and annual medical expenditures of the benefici-
ary population enrolled in a specific organization.

(2) The proposal shall include—

(AXi) recommendations on modifying the current adjusted av-
erage per capita cost formula, by adding predictors of medical
utilization such as health status adjustors or prior utilization
measures; or

(it) recommendations for a new payment methodology as an
alternative to the adjusted average per capita cost;

(B) data to support any recommended changes in payment
methodology for organizations with risk contracts under section
1876(g) of the Social Security Act; and

(C) analysis demonstrating that any proposed or revised pay-
ment methodology under this section is effective in explaining
at least 15 percent of the variation in health care utilization
and costs (as determined in consultation with the American
Academy of Actuaries) among individuals enrolled in such or-
ganizations.

(3) Not later than March 1, 1992, the Secretary shall cause to
have published in the Federal Register a proposed rule providing for
the implementation of the payment methodology specified in the
proposal submitted pursuant to paragraph (1).

(4) Not later than May 1, 1992, the Comptroller General shall
review the proposal and recommendations made pursuant to para-
graphs (1) and (2), and shall report to Congress on appropriate modi-
fications in such payment methodology.

(5) Taking into account the recommendations made pursuant to
paragraph (}), on or after August 1, 1992, the Secretary shall issue a
final rule implementing a payment methodology that meets the re-
quirements of paragraph (1), effective for contract years beginning
on or after January 1, 1993.

(c) APPLICATION OF NATIONAL COVERAGE DECISIONS.—

(1) IN GENERAL.—Section 1876(cX2) (42 U.S.C. 1395mm(cX?)) is
amended—

(A) by redesignating clauses (i) and (ii) and subpara-
graphs (A) and (B) as subclauses (I) and (II) and clauses (i)
and (ii), respectively;

(B) by inserting “(A)” after ‘(2)’: and

(C) by adding at the end the following new subpara-

“B) If there is a national coverage determination made in the

riod beginning on the date of an announcement under subsection
(aX1XA) and ending on the date of the next announcement under
such subsection that the Secretary projects will result in a signifi-
cant change in the costs to the organization of providing the bene-
fits that are the subject of such national coverage determination
and that was not incorporated in the determination of the per
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capita rate of payment included in the announcement made at the
beginning of such period—

“G) such determination shall not apply to risk-sharing con-
tracts under this section until the first contract year that begins
after the end of such period; and

“(ii) if such coverage determination provides for coverage of
additional benefits or under additional circumstances, subsec-
tion (a)3) shall not apply to payment for such additional bene-
fits or benefits provided under such additional circumstances
until the first contract year that begins after the end of such
period,

unless otherwise required by law.”.

(2) CONFORMING AMENDMENT.—Section 1876(a)6) of such Act
is amended by striking ‘“subsection (cX7)” and inserting ‘subsec-
tions (cX2XBXii) and (c)7)".

(3) EFFECTIVE DATE.—The amendments made by this subsec-
tion shall apply with respect to national coverage determina-
tions that are not incorporated in the determination of the per
capita rate of payment for individuals enrolled for 1991 with
an eligible organization which has entered into a risk-sharing
contract under section 1876 of the Social Security Act.

(d) PAYMENTS FOR SERVICES FUrNISHED BY NON-CONTRACT PRO-
VIDERS.—

(1) IN GENERAL.—Section 1876(G) (42 U.S.C. 1395mm()) is
amended—

(A) in paragraph (1)A)—

(i) by striking “physician’’ each place it appears and
inserting ‘“physician or provider of services or renal di-
alysis facility”,

(it) by striking ‘physicians’ services” and inserting
“physicians’ services or renal dialysis services”, and

(itt) by striking ‘participation agreement under sec-
tion 1842(h)1)"” and inserting “applicable participation
agreement”,

(B) in paragraph (2)—

(i) by striking “physicians’ services” each place it ap-
pears and inserting “physicians’ services or renal dialy-
sis services’, and

(ti) by striking “which—" and all that follows and
inserting ‘“which are furnished to an enrollee of an eli-
gible organization under this section by a physician,
provider of services, or renal dialysis facility who is not
under a contract with the organization.”.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply with respect to items and services furnished on or
after January 1, 1991.

(e) RETROACTIVE ENROLLMENT.—
(1) IN GENERAL.—Section 1876(aXIXE) (42 U.S.C
1395mm(aX1XE)) is amended—
(A) by striking ‘(E)” and inserting ‘“(E)i)": and
- (B) by adding at the end the following new clause:
_“GiXD) Subject to subclause (II), the Secretary may make retroac-
tive adjustments under clause (i) to take into account individuals
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enrolled during the period beginning on the date on which the indi-
vidual enrolls with an eligible organization (which has a risk-shar-
ing contract under this section) under a health benefit plan operat-
ed, sponsored, or contributed to, by the individual’s employer or
former employer (or the employer or former employer of the individ-
ual’s spouse) and ending on the date on which the individual is en-
rolled in the plan under this section, except that for purposes of
making such retroactive adjustments under this clause, such period
may not exceed 90 days.

“dD No adjustment may be made under subclause (I) with respect
to any individual who does not certify that the organization provid-
ed the individual with the explanation described in subsection
(cX3XE) at the time the individual enrolled with the organization.”’

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply with respect to individuals enrolling with an eli-
gible organization (which has a risk-sharing contract under sec-
tion 1876 of the Social Security Act) under a health benefit
plan operated, sponsored, or contributed to, by the individual’s
employer or former employer (or the employer or former employ-
er of the individual’s spouse) on or after January 1, 1991.

() Stupy OF CHIROPRACTIC SERVICES.—

(1) The Secretary shall conduct a study of the extent to which
health maintenance organizations with contracts under section
1876 of the Social Security Act make available to enrollees enti-
tled to benefits under title XVIII of such Act chiropractic serv-
ices that are covered under such title.

(2) The study shall examine the arrangements under which
such services are made available and the types of practitioners
furnishing such services to such enrollees.

(3) The study shall be based on contracts entered into or re-
newed on or after January 1, 1991, and before January 1, 1993.

(4) The Secretary shall issue a final report to the Committees
on Ways and Means and Energy and Commerce of the House of
Representatives and the Committee on Finance of the Senate on
the results of the study not later than January 1, 1993. The
report shall include recommendations with respect to any legis-
lative and regulatory changes that the Secretary determines are
necessary to ensure access to such services.

(&) ProOHIBITING CERTAIN EMPLOYER MARKETING ACTIVITIES.—

(1) IN GENERAL.—Section 1862(b)3) (42 US.C. 1395y(b)3)) is
amended by adding at the end the following new subparagraph.:

‘‘C) PROHIBITION OF FINANCIAL INCENTIVES NOT TO
ENROLL IN A GROUP HEALTH PLAN.—It is unlawful for an
employer or other entity to offer any financial or other in-
centive for an individual entitled to benefits under this
title not to enroll (or to terminate enrollment) under a
group health plan which would (in the case of such enroll-
ment) be a primary plan (as defined in paragraph (2XA)),
unless such incentive is also offered to all individuals who
are eligible for coverage under the plan. Any entity that
violates the previous sentence is subject to a civil money
penalty of not to exceed $5,000 for each such violation. The
provisions of section 1128A (other than the first sentence of
subsection (a) and other than subsection (b)) shall apply to
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a civil money penalty under the previous sentence in the
same manner as such provisions apply to a penalty or pro-
ceeding under section 1128A(a).”.
(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply to incentives offered on or after the date of the en-
actment of this Act.

SEC. 4205. PEER REVIEW ORGANIZATIONS.
(a) Use oF CORRECTIVE ACTION PLANS.—

(1) IN GENERAL.—Section 1156(b)(1) (42 U.S.C. 1320c-5(bX1)) is
amended—

(A) by inserting “and, if appropriate, after the practition-
er or person has been given a reasonable opportunity to
enter into and complete a corrective action plan (which may
include remedial education) agreed to by the organization,
and has failed successfully to complete such plan,” after
“concerned,”’; and

(B) by inserting after the second sentence the following:
“In determining whether a practitioner or person has dem-
onstrated an unwillingness or lack of ability substantially
to comply with such obligations, the Secretary shall consid-
er the practitioner’s or person’s willingness or lack of abili-
ty, during the period before the organization submits its
report and recommendations, to enter into and successfully
complete a corrective action plan.”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to initial determinations made by organizations
on or after the date of the enactment of this Act.

(b) TREATMENT OF OPTOMETRISTS AND PODIATRISTS.—

(1) IN GENERAL.—Section 115} (42 US.C. 1320c-3) is amend-
ed—

(A) in subsection (@)7)XA)G), by inserting ', optometry,
and podiatry” after ‘“dentistry’: and

(B) in subsection (c), by striking “or dentistry’ each place
it appears and inserting ‘dentistry, optometry, or podiatry’.

(2) EFFecTIVE DATE.—The amendments made by paragraph
(1) shall apply to contracts entered into or renewed on or after
the date of the enactment of this Act.

(¢c) CoORDINATION OF PROS AND CARRIERS.—

(1) DEVELOPMENT AND IMPLEMENTATION OF PLAN.—The Secre-
tary of Health and Human Services shall develop and imple-
ment a plan to coordinate the physician review activities of peer
review organizations and carriers. Such plan shall include—

(A) the development of common utilization and medical
review criteria;

(B) criteria for the targetting of reviews by peer review or-
ganizations and carriers; and

(C) improved methods for exchange of information among
Dpeer review organizations and carriers.

(2) REPORT.—Not later than January 1, 1992, the Secretary
shall submit to Congress a report on the development of the
plan described under paragraph (1) and shall include in the
report such recommendations for changes in legislation as may
be appropriate.
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(d) PEER REVIEW NOTICE.—
(1) NOTICE OF PROPOSED SANCTIONS.—
(A) REQUIREMENT.—Section 1154aX9) (42 US.C. 1320c-
3(aX9) is amended—
(1) by inserting ‘“(A)” after ‘(9)": and
(ii) by adding at the end the following:
“(B) If the organization finds, after notice and hearing, that
a physician has furnished services in violation of this subsec-
tion, the organization shall notify the State board or boards re-
sponsible for the licensing or disciplining of the physician of its
finding and decision.”.
(B) DrscLosure.—Section 1160(b)X1) (42 U.S.C. 1320c-
9bX1) is amended—
(i) by striking “and” at the end of subparagraph (B),
n(éi) by adding “and” at the end of subparagraph (C),
a
(iil})z by adding at the end the following new subpara-

graph:

“(I) to provide notice to the State medical board in ac-
cordance with section 1154(aX9XB) when the organization
submits a report and recommendations to the Secretary
under section 1156(b)(1) with respect to a physician whom
the board is responsible for licensing;”.

(C) ErrFEcTIVE DATE.—The amendments made by this
paragraph shall apply to notices of proposed sanctions
issued more than 60 days after the date of the enactment of
this Act.

(2) NOTICE TO STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS
TAKEN BY SECRETARY.—

(A) IN GENERAL.—Section 1156(b) (42 U.S.C. 1320c-5(b)) is

amended by adding at the end the following new para-

graph.:

“(6) When the Secretary effects an exclusion of a physician under
paragraph (2), the Secretary shall notify the State board responsible
for the licensing of the physician of the exclusion.”.

(B) EFFECTIVE DATE.—The amendments made by this
paragraph shall apply to sanctions effected more than 60
days after the date of the enactment of this Act.

(e) CONFIDENTIALITY OF PEER REVIEW DELIBERATIONS.—

(1) IN GENERAL.—Section 1160(d) (42 U.S.C. 1320c-9(d)) is
amended by adding at the end the following: ‘“No document or
other information produced by such an organization in connec-
tion with its deliberations in making determinations under sec-
tion 1154(a)1XB) or 1156(a)(2) shall be subject to subpena or dis-
covery in any administrative or civil proceeding; except that
such an organization shall provide, upon request of a practi-
tioner or other person adversely affected by such a determina-
tion, a summary of the organization’s findings and conclusions
in making the determination.”.

(2) LFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to all proceedings as of the date of the enactment
of this Act.

(f) CLARIFICATION OF Limrration on LiaBiLity.—Section 1157(b)
(42 U.S.C. 1820c-6(b)) is amended—
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(1) by inserting “organization having a contract with the Sec-
retary under this part and no” after “No”’,

(2) by striking “by him”, and ) )

(3) by striking “he has exercised due care” and inserting “due
care was exercised in the performance of such duty, function, or
activity”.

(g8) MIsCELLANEOUS AND TECHNICAL AMENDMENTS RELATING TO
PreER REVIEW ORGANIZATIONS.—

(1) CLARIFICATION OF PATIENT NOTIFICATION REQUIREMENTS
FOR DENIAL OF PAYMENT BY PRO.—

(A) IN GENERAL.—Section 1154(a)SXE) (42 U.S.C. 1320c-
3(@X3XE)) is amended—

(i) by striking “(E)” and inserting “(E)i)":

(ii) by inserting after “items” the following: ‘provid-
ed by a physician that were’’:

(iti) by striking “physician and hospital.” and insert-
ing “physician.”: and

(iv) by adding at the end the following new clause:

“Gi) In the case of services or items provided by an entity or
practitioner other than a physician, the Secretary may substi-
tute the entity or practitioner which provided the services or
items for the term ‘physician’ in the notice described in clause
@.".

(B) EFrFeEcTIVE DATE.—The amendments made by sub-
paragraph (A) shall take effect as if included in the enact-
ment of the Omnibus Budget Reconciliation Act of 1989.

(2) CLARIFICATION OF APPLICATION OF CRITERIA FOR DENIAL
OF PAYMENT.—

(A) IN GENERAL.—Section 1154(aX2) (42 U.S.C. 1320c-
3a)?) is amended by striking the third sentence and in-
serting the following: “The organization shall identify
cases for which payment should not be made by reason of
paragraph (1XB) only through the use of criteria developed
pursuant to guidelines established by the Secretary.”.

(B) EFFECTIVE DATE.—The amendment made by subpara-
graph (A) shall take effect as if included in the enactment
?g gt;?e Consolidated Omnibus Budget Reconciliation Act of

SEC. 4206. MEDICARE PROVIDER AGREEMENTS ASSURING THE IMPLEMEN-

TATION OF A PATIENT'S RIGHT TO PARTICIPATE IN AND

DIRECT HEALTH CARE DECISIONS AFFECTING THE PATIENT.

(@) IN GENERAL.—Section 1866(aX1) (42 US.C. 1395cc(a)(l) is
amended—

(1) in subsection (a)(1)—

(A) by striking “and’ at the end of subparagraph (0),

(B) by striking the period at the end of subparagraph (P)
and inserting “ and”, and

(O by inserting after subparagraph (P) the following new
subparagraph:

Q) in the case of hospitals, skilled nursing facilities, home
health agencies, and hospice programs, to comply with the re-
quirement of subsection (f) (relating to maintaining written
policies and procedures respecting advance directives).”” and
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(2) by inserting after subsection (e) the following new subsec-
tion:

“tX1) For purposes of subsection (aXIXQ) and sections
1819(cX2XE), 1833(r), 1876(cX8), and 1891(a)b), the requirement of
this subsection is that a provider of services or prepaid or eligible
organization (as the case may be) maintain written policies and pro-
cedures with respect to all adult individuals receiving medical care
by or through the provider or organization—

“(A) to provide written information to each such individual
concerning—

“@) an individual’s rights under State law (whether stat-
utory or as recognized by the courts of the State) to make
decisions concerning such medical care, including the right
to accept or refuse medical or surgical treatment and the
right to formulate advance directives (as defined in para-
graph (3)), and

“(ii) the written policies of the provider or organization
respecting the implementation of such rights;

“(B) to document in the individual’s medical record whether
or not the individual has executed an advance directive;

“(C) not to condition the provision of care or otherwise dis-
criminate against an individual based on whether or not the in-
dividual has executed an advance directive;

“D) to ensure compliance with requirements of State law
(whether statutory or as recognized by the courts of the State)
respecting advance directives at facilities of the provider or or-
ganization; and

‘“E) to provide (individually or with others) for education for
staff and the community on issues concerning advance direc-
tives.

Subparagraph (C) shall not be construed as requiring the provision
of care which conflicts with an advance directive.

“(2) The written information described in paragraph (1)(A) shall
be provided to an adult individual—

“CA) in the case of a hospital, at the time of the individual’s
admission as an inpatient,

“(B) in the case of a skilled nursing facility, at the time of
the individual’s admission as a resident,

“(C) in the case of a home health agency, in advance of the
individual coming under the care of the agency,

“D)'in the case of a hospice program, at the time of initial
receipt of hospice care by the individual from the program, and

“4E) in the case of an eligible organization (as defined in sec-
tion 1876(b)) or an organization provided payments under sec-
tion 1833(aX1XA), at the time of enrollment of the individual
with the organization.

“(3) In this subsection, the term ‘advance directive’ means a writ-
ten instruction, such as a living will or durable power of attorney
for health care, recognized under State law (whether statutory or as
recognized by the courts of the State) and relating to the provision
of such care when the individual is incapacitated.”.

(b) APPLICATION TO PREPAID ORGANIZATIONS.—
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(1) ELIGIBLE ORGANIZATIONS.—Section 1876(c) of such Act (42
U.S.C. 1395mm(c) is amended by adding at the end the follow-
ing new paragraph:

“8) A contract under this section shall provide that the eligible
organization shall meet the requirement of section 1866(f) (relating
to maintaining written policies and procedures respecting advance
directives).”.

(2) OTHER PREPAID ORGANIZATIONS.—Section 1833 of such Act
(42 U.S.C. 13951) is amended by adding at the end the following
new subsection:

“r) The Secretary may not provide for payment under subsection
(a)X1)XA) with respect to an organization unless the organization pro-
vides assurances satisfactory to the Secretary that the organization
meets the requirement of section 1866(f) (relating to maintaining
written policies and procedures respecting advance directives).”.

(c) EFFecT ON STATE LAw.—Nothing in subsections (a) and (b)
shall be construed to prohibit the application of a State law which
allows for an objection on the basis of conscience for any health
care provider or any agent of such provider which, as a matter of
conscience, cannot implement an advance directive.

(d) CONFORMING AMENDMENTS.—

(1) Section 1819(cX1) of such Act (42 US.C. 1395i-3(ck1)) is
amended by adding at the end the following new subparagraph:

‘‘E) INFORMATION RESPECTING ADVANCE DIRECTIVES.—A
skilled nursing facility must comply with the requirement
of section 1866(f) (relating to maintaining written policies
and procedures respecting advance directives).”.

(2) Section 1891(a) of such Act (42 U.S.C. 1395bbb(a)) is
amended by adding at the end the following:

“6) The agency complies with the requirement of section
1866(f (relating to maintaining written policies and procedures
respecting advance directives).”.

(e) EFFECTIVE DATES.—

(1) The amendments made by subsections (a) and (d) shall
apply with respect to services furnished on or after the first day
of the first month beginning more than 1 year after the date of
the enactment of this Act.

(2) The amendments made by subsection (b) shall apply to
contracts under section 1876 of the Social Security Act and pay-
ments under section 1833(aX1XA) of such Act as of first day of
the first month beginning more than 1 year after the date of the
enactment of this Act.

SEC. 4027. MISCELLANEOUS AND TECHNICAL PROVISIONS RELATING TO

PARTS A AND B.

(a) HospitAL AND PHYSICIAN OBLIGATIONS wITH RESPECT TO
EMERGENCY MEDICAL CONDITIONS.—

(1) PEER REVIEW.—(A) Section 1867(d) (42 U.S.C. 1895dd(d),
as amended by section 4008(bX3), is amended by adding at the
end the following new paragraph:

“(3) CONSULTATION WITH PEER REVIEW ORGANIZATIONS.—In
considering allegations of violations of the requirements of this
section in imposing sanctions under paragraph (1), the Secretary
shall request the appropriate utilization and quality control
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peer review organization (with a contract under part B of title
XD to assess whether the individual involved had an emergency
medical condition which had not been stabilized, and provide a
report on its findings. Except in the case in which a delay
would jeopardize the health or safety of individuals, the Secre-
tary shall request such a review before effecting a sanction
under paragraph (1) and shall provide a period of at least 60
days for such review.

(B) Section 1154(a) (42 U.S.C. 1320c-4(a) is amended by
adding at the end the following new paragraph:

“(16) The organization shall provide for a review and report
to the Secretary when requested by the Secretary under section
1867(dX3). The organization shall provide reasonable notice of
the review to the physician and hospital involved. Within the
time period permitted by the Secretary, the organization shall
provide a reasonable opportunity for discussion with the physi-
cian and hospital involved, and an opportunity for the physi-
cian and hospital to submit additional information, before issu-
ing its report to the Secretary under such section.”.

(C) The amendment made by subparagraph (A) shall take
effect on the first day of the first month beginning more than
60 days after the date of the enactment of this Act. The amend-
ment made by subparagraph (B) shall apply to contracts under
part B of title XI of the Social Security Act as of the first day
of the first month beginning more than 60 days after the date
of the enactment of this Act.

(2) CIvIL MONETARY PENALTIES.—Section 1867(d)2)B) (42
US.C. 1395dd(d)2XB)) is amended by striking “knowingly’ and
inserting “negligently’’.

(3)  EXcLUSION.—Section 1867(dX2XB) (42 US.C.
1395dd(dX2XB)) is amended by striking “knowing and willful or
negligent” and inserting ‘“‘is gross and flagrant or is repeated’.

(4) EFFecTive DATE.—The amendments made by this subsec-
tion shall apply to actions occurring on or after the first day of
the sixth month beginning after the date of the enactment of
this Act.

(b) EXTENSIONS OF EXPIRING PROVISIONS.—

(1) PROHIBITION ON COST SAVINGS POLICIES BEFORE BEGINNING
OF FISCAL YEAR.—Notwithstanding any other provision of law,
the Secretary of Health and Human Services may not issue any
proposed or final regulation, instruction, or other policy which
is estimated by the Secretary to result in a net reduction in ex-
penditures under title XVIII of the Social Security Act in a
fiscal year (beginning with fiscal year 1991 and ending with
fiscal year 1993, or, if later, the last fiscal year for which there
is a maximum deficit amount specified under section 3(7) of the
Congressional Budget and Impoundment Control Act of 1974) of
more than $50,000,000, except as follows:

(A) The Secretary may issue such a proposed regulation,
instruction, or other policy with respect to the fiscal year
before the May 15 preceding the beginning of the fiscal
year.



126

(B) The Secretary may issue such a final regulation, in-
struction, or other policy with respect to the fiscal year on
or after October 15 of the fiscal year.

(C) The Secretary may, at any time, issue such a proposed
or final regulation, instruction, or other policy with respect
to the fiscal year if required to implement specific provi-
sions under statute.

(2) PROHIBITION OF PAYMENT CYCLE CHANGES.—Notwithstand-
ing any other provision of law, the Secretary of Health and
Human Services is not authorized to issue, after the date of the
enactment of this Act, any final regulation, instruction, or other
policy change which is primarily intended to have the effect of
slowing down or speeding up claims processing, or delaying pay-
ment of claims, under title XVIII of the Social Security Act.

(3) WAIVER OF LIABILITY FOR HOME HEALTH AGENCIES.—Sec-
tion 9305(gX3) of the Omnibus Budget Reconciliation Act of
1986, as amended by section 426(d) of the Medicare Catastroph-
ic Coverage Act of 1988, is amended by striking ‘“November 1,
1990” and inserting ‘“December 31, 1995”.

(4) EXTENSION AND EXPANSION OF WAIVERS FOR SOCIAL
HEALTH MAINTENANCE ORGANIZATIONS.—

(A) EXTENSION OF CURRENT WAIVERS.—Section 4018(b) of
the Omnibus Budget Reconciliation Act of 1987 is amend-
ed—

(i) in paragraph (1), by striking ‘“‘September 30, 1992"
and inserting “December 31, 1995”: and

(it) in paragraph (4)—

(D by striking “final” and inserting ‘“second in-
terim”, and

(D by striking the period at the end and insert-
ing the following: “, and shall submit a final
report on the demonstration projects conducted
under section 2355 of the Deficit Reduction Act of
1984 not later than March 31, 1996.",

(B) EXPANSION OF DEMONSTRATIONS.—Section 2355 of the
Deficit Reduction Act of 1984 is amended—

(i) in subsection (a), by adding at the end the follow-
ing: “Not later than 12 months after the date of the en-
actment of the Omnibus Budget Reconciliation Act of
1990, the Secretary shall approve such applications or
protocols for not more than 4 additional projects de-
scribed in subsection (b).”

(it) by amending paragraph (1) of subsection (b) to
read as follows:

“(1) to demonstrate—

“(A) the concept of a social health maintenance organiza-
tion with the organizations as described in Project No. 18-
P-9 7604/1-04 of the University Health Policy Consortium
of Brandeis University, or

“(B) in the case of a project conducted as a result of the
amendments made by section 12907(c)4XA) of the Omnibus
Budget Reconciliation Act of 1990, the effectiveness and
feasibilitly of innovative approaches to refining targeting
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and financing methodologies and benefit design, including
the effectiveness of feasibility of--

“G) the benefits of expanded post-acute and commu-
nity care case management through links between
chronic care case management services and acute care
providers;

_“0ii) refining targeting or reimbursement methodolo-
gies;

“(iit) the establishment and operation of a rural serv-
ices delivery system; or

“(iv) the effectiveness of second-generation sites in re-
ducing the costs of the commencement and manage-
ment of health care service delivery;””

(iii) in subsection (b)—

(3)(1) by inserting “and” at the end of paragraph
(D) by striking the semicolon at the end of para-
graph (}) and inserting a period, and
(I1I1) by striking paragraphs (5), (6), and (7).

(iv) in subsection (c)—

(I) by striking “and” at the end of paragraph (1),

(II) by striking the period at the end of para-
graph (2) and inserting ‘; and’, and

(ID) by adding at the end the following new
paragraph:

“3) in the case of a project conducted as a result of the
amendments made by section 12907(c)4)XA) of the Omnibus
Budget Reconciliation Act of 1990, any requirements of titles
XVIII or XIX of the Social Security Act that, if imposed, would
prohibit such project from being conducted.’”’: and

(v) by adding at the end the following new subsec-
tion:

“le) There are authorized to be appropriated $3,500,000 for the
costs of technical assistance and evaluation related to projects con-
ducted as a result of the amendments made by section 12907(c)})A)
of the Omnibus Budget Reconciliation Act of 1990.”.

(¢) DEVELOPMENT OF PROSPECTIVE PAYMENT SYSTEM FOR HOME
HEaLTH SERVICES.—

(1) DEVELOPMENT OF PROPOSAL.—The Secretary of Health and
Human Services shall develop a proposal to modify the current
system under which payment is made for home health services
under title XVIII of the Social Security Act or a proposal to re-
DPlace such system with a system under which such payments
would be made on the basis of prospectively determined rates.
In developing any proposal under this paragraph to replace the
c}t:m;nt system with a prospective payment system, the Secretary
shall—

(A) take into consideration the need to provide for appro-
priate limits on increases in expenditures under the medi-
care program;

(B) provide for adjustments to prospectively determined
rates to account for changes in a provider’s case mix, severi-
ty of illness of patients, volume of cases, and the develop-
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ment of new technologies and standards of medical prac-
tice;

(C) take into consideration the need to increase the pay-
ment otherwise made under such system in the case of serv-
ices provided to patients whose length of treatment or costs
of treatrient greatly exceed the length or cost of treatment
provided for under the applicable prospectively determined
payment rate;

(D) take into consideration the need to adjust payments
under the system to take into account factors such as differ-
ences in wages and wage-related costs among agencies locat-
ed in various geographic areas and other factors the Secre-
tary considers appropriate; and

(E) analyze the feasibility and appropriateness of estab-
lishing the episode of illness as the basic unit for making
payments under the system.

(2) REPORTS.—(A) By not later than April 1, 1993, the Secre-
tary of Health and Human Services shall submit the research
findings upon which the proposal described in ’faragraph )
shall Ié;e based to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House of Representa-
tives.

(B) By not later than September 1, 1993, the Secretary shall
submit the proposal developed under paragraph (1) to the Com-
mittee on Finance of the Senate and the Committee on Ways
and Means of the House of Representatives.

(C) By not later than March 1, 199}, the Prospective Payment
Assessment Commission shall submit an analysis of and com-
ments on the proposal developed under paragraph (1) to the
Committee on Finance of the Senate and the gommittee on
Ways and Means of the House of Representatives.

(d) HoME HEALTH WAGE INDEX.—

(1) IN GENERAL.—Section 1861(XIXL)Xiii) of (42 US.C.
1395x(vX1XLXiii)) is amended to read as follows:

“titi) Not later than July 1, 1991, and annually thereafter, the
Secretary shall establish limits under this subparagraph for cost re-
porting periods beginning on or after such date by utilizing the area
wage index applicable under section 1886(dX3XE) as of such date to
hospitals located in the geographic area in which the home health
agency is located (determined without regard to whether such hospi-
tals have been reclassified to a new geographic area pursuant to sec-
tion 1886(dX8XB), a decision of the Medicare Geographic Classifica-
tion Review Board under section 1886(dX10), or a decision of the
Secretary).”.

(2) APPLICATION ON BUDGET-NEUTRAL BASIS.—In updating the
wage index for establishing limits under section 1861(vX1XLXiii)
of the Social Security Act, the Secretary shall ensure that aggre-
gate payments to home health agencies under title X VIfIgr:f
such Act will be no greater or lesser than such payments would
have been without regard to such update.

(3)  TRaNsITION  PROVISION.—Notwithstanding  section
1861(vX1IXLXGiii) of the Social Security Act, the Secretary of
Health and Human Services shall, in determining the limits of
reasonable costs under title XVIII of such Act with respect to
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services furnished by a home health agency, utilize a wage
index equal to—

(A) for cost reporting periods beginning on or after July 1,
1991, and on or before June 30, 1992, a combined area wage
index consisting of—

(1) 67 percent of the area wage index applicable
under section 1861(vXIXL)({ii) of such Act to such home
health agency, determined using the survey of the 1982
wages and wage-related costs of hospitals in the United
States conducted under such section, and

(it) 33 percent of the area wage index applicable
under section 1886(dX3XE) of such Act to hospitals lo-
cated in the geographic area in which the home health
agency is located, determined using the survey of the
1988 wages and wage-related costs of hospitals in the
United States conducted under such section; and

(B) for cost reporting periods beginning on or after July 1,
1992, and on or before June 30, 1993, a combined area wage
index consisting of—

(i) 33 percent of the area wage index applicable
under section 1861(vXIXLXiii) of such Act to such home
health agency, determined using the survey of the 1982
wages and wage-related costs of hospitals in the United
States conducted under such section, and

(ii) 67 percent of the area wage index applicable
under section 1886(dX3XE) of such Act to hospitals lo-
cated in the geographic area in which the home health
agency is located, determined using the survey of the
1988 wages and wage-related costs of hospitals in the
United States conducted under such section.

(4) EFFecTIVE DATE.—The amendment made by paragraph (1)
shall apply with respect to home health agency cost reporting
periods beginning on or after July 1, 1991.

(e) CLARIFICATION OF DEFINITIONS AND REPORTING REQUIRE-
MENTS RELATING 1O PHYSICIAN OWNERSHIP AND REFERRAL.—
(1) CLARIFYING DEFINITIONS.—Section 1877(h) of the Social
Security Act (42 U.S.C. 1395nn(h) is amended—

(A) in paragraph (6XA), by striking ‘“‘in the case of’ and
all that follows through “the service,” and inserting “in
the case of an item or service for which payment may be
made under part B, the request by a physician for the item
or service,

(B) in paragraph (6XB), by striking ‘“‘in the case of an-
other clinical laboratory service,”, and

(C) by redesignating paragraph (6) as paragraph (7) and
by inserting after paragraph (5) the following new para-

graph:
“t6) INVESTOR.—The term ‘investor’ means, with respect to an
entity, a person with a financial relationship specified in sub-
section (aX?) with the entity.”.
(2) EXEMPTION FOR FINANCIAL RELATIONSHIPS WITH HOSPITAL
UNRELATED TO THE PROVISION OF CLINICAL LABORATORY SERV-
IcEs.—Section 1877(b) is amended by redesignating paragraph
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(4) as paragraph (5) and by inserting after paragraph (3) the fol-
lowing new paragraph:

“l4) HOSPITAL FINANCIAL RELATIONSHIP UNRELATED TO THE
PROVISION OF CLINICAL LABORATORY SERVICES.—In the case of a
financial relationship with a hospital if the financial relation-
ship does not relate to the provision of clinical laboratory serv-
ices.”.

(3) REVISION OF REPORTING REQUIREMENTS.—Section 1877(f)
42 U.S.C. 1395nn(f) is amended—

(A) by amending paragraph (2) to read as follows:

“2) the names and unique physician identification numbers
of all physicians with an ownership or investment interest (as
described in subsection (aX2)(A)) in the entity, or whose immedi-
ate relatives have such an ownership or investment.”’;

(B) in the third sentence, by striking ‘I year after the
date of the enactment of this section” and inserting “Octo-
ber 1, 1991”: and

(C) by adding at the end the following new sentences:
“The requirement of this subsection shall not apply to cov-
ered items and services provided outside the United States
or to entities which the Secretary determines provides serv-
ices for which payment may be made under this title very
infrequently. The Secretary may waive the requirements of
this subsection (and the requirements of chapter 35 of title
44, United States Code, with respect to information provid-
ed under this subsection) with respect to reporting by enti-
ties in a State (except for entities providing clinical labora-
tory services) so long as such reporting occurs in at least 10
States, and the Secretary may waive such requirements
with respect to the providers in a State required to report so
long as such requirements are not waived with respect to
parenteral and enteral suppliers, end stage renal disease fa-
cilities, suppliers of ambulance services, hospitals, entities
providing physical therapy services, and entities providing
diagnostic imaging services of any type.”.

(4) DATE OF ISSUANCE OF REPORTS AND REGULATIONS.—(A)
Section 6204 of the Omnibus Budget Reconciliation Act of 1989
is amended by striking subsection (f) and inserting the follow-

ing:

“f StaristicaL SumMMARY OF COMPARATIVE UTILIZATION.—Not
later than June 30, 1992, the Secretary of Health and Human Serv-
ices shall submit to Congress a statistical profile comparing utiliza-
tion of items and services by medicare beneficiaries served by enti-
ties in which the referring physician has a direct or indirect finan-
cial interest and by medicare beneficiaries served by other entities,
for the States and entities specified in section 1877(P) of the Social
Sec:)ulty Act (other than entities providing clinical laboratory serv-
ices).”.

(B) Section 6204(d) of the Omnibus Budget Reconciliation Act
of 1989 is amended by striking “October 1, 1990” and inserting
“October 1, 1991,

_(5) EFFECTIVE DATE.—The amendments made by this subsec-
tion shall be effective as if included in the enactment of section
6204 of the Omnibus Budget Reconciliation Act of 1989.
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(g) CASE MANAGEMENT DEMONSTRATION PROJECT.—

(1) IN GeNEraL.—Notwithstanding any other provision of law,
the Secretary of Health and Human Services shall resume the 3
case management demonstration projects described in para-
graph (2) and approved under section 425 of the Medicare Cata-
strophic Coverage Act of 1988 (in this subsection referred to as
“MCCA").

(2) ProJecr DESCRIPTIONS.—The demonstration projects re-
ferred to in paragraph (1) are—

(A) the project proposed to be conducted by Providence
Hospital for case management of the elderly at risk for
acute hospitalization as described in Project No. 18-P-
99379/5-01;

(B) the project proposed to be conducted by the Iowa
Foundation for Medical Care to study patients with chronic
congestive conditions to reduce repeated hospitalizations of
such patients as described in Project No. P-99399/4-01; and

(C) the project proposed to be conducted by Key Care
Health Resources, Inc., to examine the effects of case man-
agement on 2,500 high cost medicare beneficiaries as de-
scribed in Project No. 18-P-99396/5.

(3) TERMS AND CONDITIONS.—Except as provided in paragraph
(4), the demonstration projects resumed pursuant to paragraph
(1) shall be subject to the same terms and conditions established
under section 425 of MCCA. In determining the 2-year duration
period of a project resumed pursuant to paragraph (1), the Sec-
retary may not take into accourt any period of time for which
the project was in effect under section 425 of MCCA.

() AUTHORIZATION OF APPROPRIATIONS.—Notwithstanding
section 425(g) of MCCA, there are authorized to be appropriated
for administrative costs in carrying out the demonstration
projects resumed pursuant to paragraph (1) $2,000,000 in each
of fiscal years 1991 and 1992.

(h) Prouipirion or User FEES FOR SURVEY AND CERTIFICA-
TION.—Section 1864 (42 U.S.C. 1395aa) is amended by adding at the
end the following new subsection:

“le) Notwithstanding any other provision of law, the Secretary
may not impose, or require a State to impose, any fee on any facility
or entity subject to a determination under subsection (a), or any
renal dialysis facility subject to the requirements of section
1881(bX1), for any such determination or any survey relating to de-
termining the compliance of such facility or entity with any require-
ment of this title.”. .

(i) DELEGATION OF AUTHORITY TO INSPECTOR GENERAL.—Section
1128A0) (42 U.S.C. 1820a-7a(j) is amended—

(i) by striking ‘()" and inserting “(j)X1)”; and

(ii) by adding at tne end the following new paragraph:

“2) The Secretary may delegate authority granted under this sec-
tion and under section 1128 to the Inspector General of the Depart-
ment of Health and Human Services.”.

() Mopirication oF HoMeE HEALTH AGENCY DEFICIENCY STAND-
ARDS.—

(1) IN GENERAL.—Effective as if included in the enactment of
the Omnibus Budget Reconciliation Act of 1987, section
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1891(aX3XDXiii) of the Social Security Act (42 USC.
1395bbbaX3XDXiii) is amended by striking “which has been
determined” and all that follows and inserting the following:
“which, within the previous 2 years—
“Q) has been determined to be out of compliance with
subparagraph (A), (B), or (C); )
‘T has been subject to an extended (or partial extended)
survey under subsection (cX2XD);
“II) has been assessed a civil money penalty described
in subsection (fX2XAXi) of not less than $5,000; or
“TV) has been subject to the remedies described in sub-
section (eX1) or in clauses (ii) or (iii) of subsection (fX2XA)."”.
(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall take effect as if included in the enactment of the Om-
nibus Budget Reconciliation Act of 1987, except that the Secre-
tary may not permit approval of a training and competency
evaluation program or a competency evaluation program offered
by or in a home health agency which, pursuant to any Federal
or State law within the 2-year period beginning on October I,

1988—

(i) had its participation terminated under title XVIIT
of the Soctal Security Act;

(it) was assessed a civil money penalty not less than
$5,000 for deficiencies in applicable quality standards
for home health agencies;

(iii) was subject to suspension by the Secretary of all
or part of the payments to which it would otherwise be
entitled under such title.

(iv) operated under a temporary management ap-
pointed to oversee the operation of the agency and to
ensure the health and safety of the agency’s patients; or

(v) pursuant to State action, was closed or had its
residents transferred.

(k) Use or INTERIM FINaL REGurATIONS.—The Secretary of
Health and Human Services shall issue such regulations (on an in-
terim or other basis) as may be necessary to implement this title and
the amendments made by this title.

(m) MisCELLANEOUS TECHNICAL CORRECTIONS.—

(1) The third sentence of subsections (a) and (bX1) of section
1882 of the Social Security Act (42 U.S.C. 1395ss), as amended
by section 203(aX1XA) of the Medicare Catastrophic Coverage
Repeal Act, is amended by striking “(kX}),”.

(2) Section 1877(gX5) of the Social Security Act, as added by
section 6204(a) of OBRA-1989, is amended by adding at the end
the following new sentence: “The provisions of section 1128A
(other than the first sentence of subsection (a) and other than
subsection (b)) shall apply to a civil money penalty under the
previous sentence in the same manner as such provisions apply
to a penalty or proceeding under section 1128A(a).”.

67] Subsecthn (i) of section 1867 of the Social Security Act, as
added by section 6211(f) of the Omnibus Budget Reconciliation
Act of 1989, is amended to read as follows:

‘(i) WHISTLEBLOWER PROTECTIONS.—A participating hospital may
not penalize or take adverse action against a qualified medical



133

person described in subsection (cXIXAXiii) or a physician because the
person or physician refuses to authorize the transfer of an individ-
ual with an emergency medical condition that has not been stabi-
lized or against any hospital employee because the employee reports
a violation of a requirement of this section.”.

(4) Section 6213(d) of the Omnibus Budget Reconciliation Act
of 1989 is amended by striking ‘take effect” and inserting
“apply to services furnished on or after”.

(5) Section 6217(a) of the Omnibus Budget Reconciliation Act
of 1989 is amended in the matter preceding paragraph (1) by in-
serting after “payments’’ the following: “out of the Federal Hos-
pital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund (in such proporticns as the Sec-
retary determines to be appropriate in a year)”.

(6) Section 1139(d) of the Social Security Act, as amended by
section 6221 of Omnibus Budget Reconciliation Act of 1989, is
amended by striking “interim report” and all that follows
through ‘setting forth” and inserting the following: ‘interim
report no later than March 31, 1990, and a final report no later
than March 31, 1991, setting forth”.

PART 4—PROVISIONS RELATING TO MEDICARE
PART B PREMIUM AND DEDUCTIBLE

SEC. 4301. PART B PREMIUM.
Section 1839(eX1) (42 U.S.C. 1395r(e)(1)) is amended—
(1) by inserting “(A)” after “(eX1)”, and
(2) by adding at the end the following new subparagraph.:

“B) Notwithstanding the provisions of subsection (a), the monthly
premium for each individual enrolled under this part for each
month in—

“i) 1991 shall be $29.90,

“(ii) 1992 shall be $31.80,
“ii) 1993 shall be $36.60,
“Giv) 1994 shall be $41.10, and
“(v) 1995 shall be $46.10.”.

SEC. 4302. PART B DEDUCTIBLE.

Section 1833(®) (42 U.S.C. 13951) is amended by inserting after
“$75” the following: “for calendar years before 1991 and $100 for
1991 and subsequent years”.

PART 5—MEDICARE SUPPLEMENTAL INSURANCE POLI CIES

SEC. 4351. SIMPLIFICATION OF MEDICARE SUPPLEMENTAL POLICIES.
(a) IN GENERAL.—Section 1882 (42 U.S.C. 1395ss) is amended—
(1) in subsection (b)(1)XB), by striking “through (4)” and insert-
ing “through (5):
(2) in subsection (c)—
(A) by striking “and” at the end of paragraph (3),
(B) by striking the period at the end of paragrapk (4) and

[

inserting ‘ and’’, and
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(C) by inserting after paragraph (4) the following new
paragraph:

“(5) meets the applicable requirements of subsections (o)
through (¢).”; and

(3) by adding at the end the following new subsections:

“lo) The requirements of this subsection are as follows:

“(1) Each medicare supplemental policy shall provide for cov-
erage of a group of benefits consistent with subsection (p).

‘@) If the medicare supplemental policy provides for coverage
of a group of benefits other than the core group of basic benefits
described in subsection (pX2XB), the issuer of the policy must
make available to the individual a medicare supplemental
policy with only such core group of basic benefits.

“3) The issuer of the policy has provided, before the sale of
the policy, an outline of coverage that uses uniform language
and format (including layout and print size) that facilitates
comparison among medicare supplemental policies and compar-
tson with medicare benefits.

“DX1XA) If, within 9 months after the date of the enactment of
this subsection, the National Association of Insurance Commission-
ers (in this subsection referred to as the ‘Association’) promulgates—

“(i) limitations on the groups or packages of benefits that may
be offered under a medicare supplemental policy consistent with
paragraphs (2) and (3) of this subsection,

“tit) uniform language and definitions to be used with respect
to such benefits,

“Giii) uniform format to be used in the policy with respect to
such benefits, and

“@iv) other standards to meet the additional requirements im-
posed by the amendments made by the Omnibus Budget Recon-
ciliation Act of 1990,

(such limitations, language, definitions, format, and standards re-
ferred to collectively in this subsection as ‘NAIC standards’), subsec-
tion (gX2)A) shall be applied in each State, effective for policies
issued to policyholders on and after the date specified in subpara-
graph (C), as if the reference to the Model Regulation adopted on
June 6, 1979, included a reference to the NAIC standards.

“(B) If the Association does not promulgate NAIC standards
within the 9-month period specified in subparagraph (A), the Secre-
tary shall promulgate, not later than 9 months after the end of such
period, limitations, language, definitions, format, and standards de-
scribed in clauses (i) through (iv) of such subparagraph (in this sub-
section referred to collectively as ‘Federal standards’) and subsection
(8X2)A) shall be applied in each State, effective for policies issued
to policyholders on and after the date specified in subparagraph (C),
as if the reference to the Model Regulation adopted on June 6, 1979,
included a reference to the Federal standards.

“(C)i) Subject to clause (ii), the date specified in this subpara-
graph for a State is the date the State adopts the NAIC standards
or the Federal standards or 1 year after the date the Association or
the Secretary first adopts such standards, whichever is earlier.

“(ii) In the case of a State which the Secretary identifies, in con-
sultation with the Association, as—
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“I) requiring State legislation (other than legislation appro-
priating funds) in order for medicare supplemental policies to
meet the NAIC or Federal standards, but

“D) having a legislature which is not scheduled to meet in
1992 in a legislative session in which such legislation may be
considered,

the date specified in this subparagraph is the first day of the first
calendar quarter beginning after the close of the first legislative ses-
sion of the State legislature that begins on or after January 1, 1992.
For purposes of the previous sentence, in the case of a State that has
a Z-year legislative session, each year of such session shall be
deemed to be a separate regular session of the State legislature.

“E) In promulgating standards under this paragraph, the Asso-
ciation or Secretary shall consult with a working group composed of
"representatives of issuers of medicare supplemental policies, con-
sumer groups, medicare beneficiaries, and other qualified individ-
uals. Such representatives shall be selected in ¢ manner so as to
assure balanced representation among the interested groups.

“(F) If benefits (including deductibles and coinsurance) under this
title are changed and the Secretary determines, in consultation with
the Association, that changes in the NAIC or Federal standards are
needed to reflect such changes, the preceding provisions of this para-
graph shall apply to the modification of standards previously estab-
lished in the same manner as they applied to the original establish-
ment of such standards.

“(2) The benefits under the NAIC or Federal standards shall pro-
vide—

“(A) for such groups or packages of benefits as may be appro-
priate taking into account the considerations specified in para-
graph (3) and the requirements of the succeeding subpara-

PSS

“B) for identification of a core group of basic benefits
common to all policies, and

“(C) that, subject to paragraph (5)(B), the total number of dif-
ferent benefit packages (counting the core group of basic benefits
described in subparagraph (B) and each other combination of
benefits that may be offered as a separate benefit package) that
may be established in all the States and by all issuers shall not
exceed 10.

bl“(3) The benefits under paragraph (2) shall, to the extent possi-

e—

“CA) provide for benefits that offer consumers the ability to
purchase the benefits that are available in the market as of the
date of the enactment of this subsection; and

“‘B) balance the objectives of (i) simplifying the market to fa-
cilitate comparisons among policies, (i) avoiding adverse selec-
tion, (iii) providing consumer choice, (iv) providing market sta-
bility, and (v) promoting competition.

“U4XAXi) Except as provided in subparagraph (B), no State with a
regulatory program approved under subsection (bX1) may provide for
or permit the grouping of benefits (or language or format with re-
spect to such benefits) under a medicare supplemental policy unless
such grouping meets the applicable standards.
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‘(ii) Except as provided in subparagraph (B), the Secretary may
not provide for or permit the grouping of benefits (or language or
format with respect to such benefits) under a medicare supplemental
policy seeking approval by the Secretary unless such grouping meets
the applicable standards.

“(B) With the approval of the State (in the case of a policy issued
tn a State with an approved regulatory program) or the Secretary (in
the case of any other policy), the issuer of a medicare supplemental
policy may offer new or innovative benefits in addition to the bene-
fits provided in a policy that otherwise complies with the applicable
standards. Any such new or innovative benefits may include bene-
fits that are not otherwise available and are cost-effective and shall
be offered in a manner which is consistent with the goal of simplifi-
cation of medicare supplemental policies.

“(5XA) Except as provided in subparagraph (B), this subsection
shall not be construed as preventing a State from restricting the
groups of benefits that may be offered in medicare supplemental
policies in the State.

“(B) A State with a regulatory program approved under subsection
(b)(1) may not restrict under subparagraph (A) the offering of a med-
icare supplemental policy consisting only of the core group of bene-
fits described in paragraph (2XB).

“6) The Secretary may waive the application of standards in
regard to the limitation of benefits described in paragraph (}) in
those States that on the date of enactment of this subsection had in
place an alternative simplification program.

“(?7) This subsection slfall not be construed as preventing an issuer
of a medicare supplemental policy who otherwise meets the require-
ments of this section from providing, through an arrangement with
a vendor, for discounts from that vendor to policyholder or certifi-
cateholders for the purchase of items or services not covered under
its medicare supplemental policies.

“8) Any person who sells or issues a medicare supplemental
policy, after the effective date of the NAIC or Federal standards
with respect to the policy, in violation of the previous requirements
gf this subsection is subject to a civil money penalty of not to exceed

25,000 (or $15,000 in the case of a seller wlfo is not an issuer of a
policy) for each such violation. The provisions of section 1128A
(other than the first sentence of subsection (a) and other than sub-
section (b)) shall apply to a civil money penalty under the previous
sentence in the same manner as such provisions apply to a penalty
or Proceeding under section 1128A(a).

(9XA) Anyone who sells a medicare supplemental policy to an in-
dividual shall make available for sale to the individual a medicare
supplemental policy with only the core group of basic benefits (de-
scribed in paragraph (2XB)).

_“(B) Anyone who sells a medicare supplemental policy to an indi-
vidual shall provide the individual, before the sale of the policy, an
outline of coverage which describes the benefits under the policy.
Such outline shall be on a standard form approved by the State reg-
ulatory program or the Secretary (as the case may be) consistent
with the NAIC or Federal standards under this subsection.

“(C) Whoever sells a_medicare supplemental policy in violation of
this paragraph is subject to a civil money penalty of not to exceed
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$25,000 (or $15,000 in the case of a seller who is not the issuer of the
policy) for each such violation. The provisions of section 1128A
(other than the first sentence of subsection (a) and other than sub-
section (b)) shall apply to a civil money penalty under the previous
sentence in the same manner as such provisions apply to a penalty
or proceeding under section 1128A(a).

“(10) No penalty may be imposed under paragraph (8) or (9) in the
case of a seller who is not the issuer of a policy until the Secretary
has published a list of the groups of benefit packages that may be
sold or issued consistent with this subsection.”.

SEC. 4352. GUARANTEED RENEWABILITY.

Section 1882 is amended by adding at the end the following new
subsection:
“lq) The requirements of this subsection are as follows:

“(1) Each medicare supplemental policy shall be guaranteed
renewable and—

“CA) the issuer may not cancel or nonrenew the policy
solely on the ground of health status of the individual;, and

‘(B) the issuer shall not cancel or nonrenew the policy for
any reason other than nonpayment of premium or material
misrepresentation.

‘“9) If the medicare supplemental policy is terminated by the
group policyholder and is not replaced as provided under para-
graph (2), the issuer shall offer certificateholders an individual
medicare supplemental policy which (at the option of the certifi-
cateholder)—

“CA) provides for continuation of the benefits contained
in the group policy, or

“(B) provides for such benefits as otherwise meets the re-
quirements of this section.

“@) If an individual is a certificateholder in a group medi-
care supplemental policy and the individual terminates mem-
bership in the group, the issuer shall—

“(A) offer the certificateholder the conversion opportunity
described in paragraph (2), or

“(B) at the option of the group policyholder, offer the cer-
tificateholder continuation of coverage under the group
policy.

“(4) If a group medicare supplemental policy is replaced by
another group medicare supplemental policy purchased by the
same policyholder, the succeeding issuer shall offer coverage to
all persons covered under the old group policy on its date of ter-
mination. Coverage under the new group policy shall not result
in any exclusion for preexisting conditions that would have
been covered under the group policy being replaced.”.

SEC. 4353. ENFORCEMENT OF STANDARDS.
(@) REQUIRING CONFORMITY WITH STANDARDS.—Section 1882 is
amended—
(1) in the heading, by striking “voluntary”; and
(2) in subsection (a)—
(A) by inserting “(1)” after “(@)’),
(B) by adding at the end the following new paragraph:
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“(2) No medicare supplemental policy may be issued in a State on
or after the date specified in subsection (pXIXc) unless—

“CA) the State’s regulatory program under subsection (b))
provides for the application and enforcement of the standards
and requirements set forth in such subsection (including the
NAIC standards or the Federal standards (as the case may be))
by the date specified in subsection (pX1Xc); or

“(B) if the State’s program does not provide for the applica-
tion and enforcement of such standards and requirements, the
policy has been certified by the Secretary under paragraph (1) as
meeting the standards and requirements set forth in subsection
(©) (including such applicable standards) by such date.

Any person who issues a medicare supplemental policy, after the ef-
fective date of the NAIC or Federal standards with respect to the
policy, in violation of this paragraph is subject to a civil money pen-
alty of not to exceed $25,000 for each such violation. The provisions
of section 1128A (other than the first sentence of subsection (a) and
other than subsection (b)) shall apply to a civil money penalty under
the previous sentence in the same manner as such provisions apply
to a penalty or proceeding under section 1128A(a).”.

(b) PEriopIC REVIEW OF STATE REGULATORY PROGRAMS.—Section
1882(b) is amended—

(1) in paragraph (1), by striking “Supplemental Health Insur-
ance Panel (established under paragraph (2))” and inserting
“the Secretary’)

(2) in paragraph (1), by striking ‘the Panel” and inserting
“the Secretary”,

(3) in subparagraphs (A) and (D) of paragraph (1), by insert-
ing “and enforcement” after “‘application”, and

() by amending paragraph (2) to read as follows:

“(2) The Secretary periodically shall review State regulatory pro-
grams to determine if they continue to meet the standards and re-
uirements specified in paragraph (1). If the Secretary finds that a
tate regulatory program no longer meets the standards and require-
ments, before making a final determination, the Secretary shall pro-
vide the State an opportunity to adopt such a plan of correction as
would permit the State regulatory program to continue to meet such
standards and requirements. If the Secretary makes a final determi-
nation that the State regulatory program, after such an opportunity,
fails to meet such standards and requirements, the program shall
no longer be considered to have in operation a program meeting
such standards and requirements.”.
(c) ENFORCEMENT BY STATES.—Section 1882(b)1) (42 US.C
1395ss(bX1)) is amended—

(1) by striking “and” at the end of subparagraph (D);

(2) by inserting “and’ at the end of subparagraph (E):

(3) by inserting after subparagraph (E) the following:

“(F) reports to the Secretary on the implementation and
enforcement of standards and requirements of this para-
graph at intervals established by the Secretary,”: and

(5) by adding at the end the following new sentence: “The
report required under subsection (F) shall include information
on loss ratios of policies sold in the State, frequency and types
of instances in which policies approved by the State fail to meet
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the standards of this paragraph, actions taken by the State to
bring such policies into compliance, and information regarding
State programs implementing consumer protection provisions,
and such further information as the Secretary in consultation
with the National Association of Insurance Commissioners,
may specify.”.

(d) REQUIRING APPROVAL OF STATE FOR SALE IN THE STATE.—

(1) IN GENERAL.—Section 1882d)4)B) (42 US.C.
1395ss(dX4XB)) is amended by striking the second sentence.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply to policies mailed, or caused to be mailed, on and
after July 1, 1991.

SEC. 4354. PREVENTING DUPLICATION.

(@) IN GENERAL.—Subsection (d)3) of section 1882 (42 US.C.
1395ss) is amended—

(1) in subparagraph (A)—

(A) by striking ‘“Whoever knowingly sells” and inserting
“It is unlawful for a person to sell or issue”,

(B) by striking ‘‘substantially”,

(C) by striking “, shall be fined” and inserting ‘. Whoev-
er violates the previous sentence shall be fined”,

(D) in subparagraph (A), by inserting “or title XIX"” after
‘“other than this title”,

(E) in subparagraph (A), by striking ““$5,000” and insert-
ing “$25,000 (or $15,000 in the case of a person other than
the issuer of the policy)”, and

(F) by adding at the end the following: “A seller (who is
not the issuer of a health insurance policy) shall not be con-
sidered to violate the previous sentence if the policy is sold
in compliance with subparagraph (B) and the statement
under such subparagraph indicates on its face that the sale
of the policy will not duplicate health benefits to which the
individual is otherwise entitled. This subsection shall not
apply to such a seller until such date as the Secretary pub-
lishes a list of the standardized benefit packages that may
be offered consistent with subsection (p).”;

(2) by amending subparagraph (B) to read as follows:

“BXi) It is unlawful for a person to issue or sell a medicare sup-
plemental policy to an individual entitled to benefits under part A
or enrolled under part B, whether directly, through the mail, or oth-
erwise, unless—

“(I) the person obtains from the individual, as part of the ap-
plication for the issuance or purchase and on a form described
in subclause (II), a written statement signed by the individual
stating, to the best of the individual’s knowledge, what health
insurance policies the individual has, from what source, and
whether the individual is entitled to any medical assistance
under title XIX, whether as a qualified medicare beneficiary or
otherwise, and

“‘I) the written statement is accompanied by a written ac-
knowledgment, signed by the seller of the policy, of the request
for and receipt of such statement.
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“ii) The statement required by clause (i) shall be made on a form
that—

“a) states in substance that a medicare-eligible individual
does not need more than one medicare supplemental policy,

‘D) states in substance that individuals 65 years of age or
older may be eligible for benefits under the State medicaid pro-
gram under title XIX and that such individuals who are enti-
tled to benefits under that program usually do not need a medi-
care supplemental policy and that benefits and premiums under
any such policy shall be suspended upon request of the policy-
holder during the period (of not longer than 24 months) of enti-
tlement to benefits under such title and may be reinstituted
upon loss of such entitlement, and

“(ID) states that counseling services may be available in the
State to provide advice concerning the purchase of medicare
supplemental policies and enrollment under the medicaid pro-

m and may provide the telephone number for such services.

“GuiX1) Except as provided in subclauses (II) and (III), if the state-
ment required by clause (i) is not obtained or indicates that the in-
dividual has another medicare supplemental policy or indicates
that the individual is entitled to any medical assistance under title
XIX, the sale of such a policy shall be considered to be a violation
of subparagraph (A).

“I) Subclause (I) shall not apply in the case of an individual
who has another policy, if the individual indicates in writing, as
part of the application for purchase, that the policy being purchased
replaces such other policy and indicates an intent to terminate the
policy being replaced when the new policy becomes effective and the
issuer or seller certifies in writing that such policy will not, to the
best of the issuer or seller’s knowledge, duplicate coverage (taking
into account any such replacement).

“(IID Subclause (I) also shall not apply if a State medicaid plan
under title XIX pays the premiums for the policy, or pays less than
an individual’s (who is described in section 1905(pX1)) full liability
for medicare cost sharing as defined in section 1905(p)3XA).

“(iv) Whoever issues or sells a medicare supplemental policy in
violation of this suoparagraph shall be fined under title 18, United
States Code, or imprisoned not more than 5 years, or both, and, in
addition to or in lieu of such a criminal penalty, is subject to a civil
money penalty of not to exceed $25,000 (or $15,000 in the case of a
seller who is not the issuer of a policy) for each such violation.”.

(b) SusPENSION oF PoLicy DURING MEDICAID ENTITLEMENT.—Sec-
tion 1882(q), as added by section 4353, is amended by adding at the
end the following new paragraph:

“(PXA) Each medicare supplemental policy shall provide that
benefits and premiums under the policy shall be suspended at
the request of the policyholder for the period (not to exceed 24
months) in which the policyholder has applied for and is deter-
mined to be entitled to medical assistance under title XIX of
the Social Security Act, but only if the policyholder notifies the
issuer of such policy within 90 days after the date the individ-
ual becomes entitled to such assistance. If such suspension
occurs and if the policyholder or certificate holder loses entitle-
ment to such medical assistance, such policy shall be automati-
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cally reinstituted (effective as of the date of termination of such
entitlement) under terms described in subsection (n)6XA)ii) as
of the termination of such entitlement if the policyholder pro-
vides notice of loss of such entitlement within 90 days after the
date of such loss.

“(B) Nothing in this section shall be construed as affecting
the authority of a State, under title XIX of the Social Security
Act, to purchase a medicare supplemental policy for an individ-
ual otherwise entitled to assistance under such title.

“(C) Any person who issues a medicare supplemental policy
and fails to comply with the requirements of this paragraph is
subject to a civil money penalty of not to exceed $25,000 for each
such violation. The provisions of section 1128A (other than the
first sentence of subsection (a) and other than subsection (b))
shall apply to a civil money penalty under the previous sentence
in the same manner as such provisions apply to a penalty or
proceeding under section 1128A(a).”.

(b) EFFecTIVE DATE.—The amendments made by this section shall
apply to policies issued or sold more than 1 year after the date of
the enactment of this Act.

SEC. 4355. LOSS RATIOS AND REFUND OF PREMIUMS.
(@) IN GENERAL.—Section 1882 (42 U.S.C. 1395ss) is further
amended—

(1) in subsection (c), by amending paragraph (2) to read as fol-
lows:

“02) meets the requirements of subsection (r);"

(2) by striking the sentence following subsection (cX4); and

(3) by adding at the end the following new subsection:

“rX1) A medicare supplemental policy may not be issued or sold
in any State unless—

“lfA) the policy can be expected (as estimated for the entire
period for which rates are computed to provide coverage, on the
basis of incurred claims experience and earned premiums for
such periods and in accordance with a uniform methodology,
including uniform reporting standards, developed by the Na-
tional Association of Insurance Commissioners, to return to pol-
icyholders in the form of aggregate benefits provided under the
policy, at least 75 percent of the aggregate amount of premiums
collected in the case of group policies and at least 65 percent in
the case of individual policies; and

“(B) the issuer of the policy provides for the issuance of a pro-
portional refund, or a credit against future premiums of a pro-
portional amount, based on the premium paid and in accord-
ance with paragraph (2), of the amount of premiums received
necessary to assure that the ratio of aggregate benefits provided
to the aggregate premiums collected (net of such refunds or
credits) complies with the expectation required under subpara-
graph (A).

For purposes of applying subparagraph (A) only, policies issued as a
result of solicitations of individuals through the mails or by mass
media advertising (including both print and broadcast advertising)
shall be deemed to be individual policies.
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“C9XA) Paragraph (1XB) shall be applied with respect to each type
of policy by policy number. Paragraph (1XB) shall not apply to a
policy with respect to the first 2 years in which it is in effect. The
Comptroller General, in consultation with the National Association
of Insurance Commissioners, shall submit to Congress a report con-
taining recommendations on adjustments in the percentages under
paragraph (1XA) that may be appropriate in order to apply para-
graph (1XB) to the first 2 years in which policies are effective.

“(B) A refund or credit required under paragraph (1XB) shall be
made to each policyholder insured under the applicable policy as of
the last day of the year tnvolved.

“4C) Such a refund or credit shall include interest from the end of
the policy year involved until the date of the refund or credit at a
rate as specified by the Secretary for this purpose from time to time
which is not less than the average rate of interest for 13-week Treas-
ury notes.

“(D) For purposes of this paragraph and paragraph (1XB), refunds
or credits against premiums due shall be made, with respect to a
policy year, not later than the third quarter of the succeeding policy
year.

“(3) The provisions of this subsection do not preempt a State from
rlejq(zgring a higher percentage than that specified in paragraph
( .

“t4) The Secretary shall submit in February of each year (begin-
ning with 1993) a report to the Committees on Energy and Com-
merce and Ways and Means of the House of Representatives and the
Committee on Finance of the Senate on loss-ratios under medicare
supplemental policies and the use of sanctions, such as a required
rebate or credit or the disllowance of premium increases, for policies
that fail to meet the requirements of this subsection (relating to loss-
ratios). Such report shall include a list of the policies that failed to
comply with such loss-ratio requirements or other requirements of
this section.

“C6XA) The Comptroller General shall periodically, not less often
than once every 3 years, perform audits with respect to the compli-
ance of medicare supplemental policies with the loss ratio require-
ments of this subsection and shall report the results of such audits
to the State involved and to the Secretary.

:‘i(B) The Secretary may independently perform such compliance
auaits.

“(6XA) A person who issues a policy in violation of the loss ratio
requirements of this subsection is subject to a civil money penalty of
not to exceed $25,000 for each such violation. The provisions of sec-
tion 1128A (other than the first sentence of subsection (a) and other
than subsection (b)) shall apply to a civil money penalty under the
previous sentence in the same manner as such provisions apply to a
penalty or proceeding under section 1128A(a).

“(B) Each issuer of a policy subject to the requirements of para-
graph (1IXB) shall be liable to policyholders for credits required
under such paragraph.”.

(b) ASSURING AccEss 1o Loss Ratio INFORMATION.—Section
1882(bXIXC) (42 U.S.C. 1395ss(bXIXC)) is amended by striking the
semicolon at the end and inserting a comma and the following:
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“and that a copy of each such policy, the most recent premium
for each such policy, and a listing of the ratio of benefits pro-
vided to premiums collected for the most recent 3-year period for
each such policy issued or sold in the State is maintained and
made available to interested persons;”.

(c) IMPLEMENTATION OF PROCESS TO APPROVE PRrREMIUM IN-
CREASES.—Section 1882(bX1) (42 US.C. 1395ss(bX1) is further
amended—

(1) by striking “and” at the end of subparagraph (E);

(2) by adding “and” at the end of subparagraph (F);

(3)hby adding at the end thereof the following new subpara-
graph.

“4G) provides for a process for approving or disapproving
proposed premium increases with respect to such policies,
and establishes a policy for the holding of public hearings
prior to approval of a premium increase,”.

(d) Errective DATE.—The amendments made by this section
shall apply to policies sold or issued more than 1 year after the date
of the enactment of this Act.

SEC. 4356. CLARIFICATION OF TREATMENT OF PLANS OFFERED BY HEALTH

MAINTENANCE ORGANIZATIONS.

(a) IN GENERAL.—The first sentence of section 1882(g)1) is amend-
ed by inserting before the period at the end the following: ‘“‘and does
not include a policy or plan of a health maintenance organization
or other direct service organization which offers benefits under this
title, including such services under a contract under under section
1876 or an agreement under section 1833”.

(b) EFFeCTIVE DATE.—The amendment made by subsection (a)
shall take effect on the dete of the enactment of this Act.

SEC. 4357. PRE-EXISTING CONDITION LIMITATIONS AND LIMITATION ON

MEDICAL UNDERWRITING.

(a) IN GENERAL.—Section 1882 is amended—

(1) in subsection (c), in the matter before paragraph (1), by in-
serting ‘or the requirement described in subsection (s)” after
“paragraph (3)”, and

(2) by adding at the end the following new subsection:

“@sX1) If a medicare supplemental policy replaces another medi-
care supplemental policy, the issuer of tne replacing policy shall
waive any time periods applicable to preexisting conditions, waiting
period, elimination periods and probationary periods in the new
medicare supplemental policy for similar benefits to the extent such
time was spent under the original policy.

“(2XA) The issuer of a medicare supplemental policy may not deny
or condition the issuance or effectiveness of a medicare supplemen-
tal policy, or discriminate in the pricing of the policy, because of
health status, claims experience, receipt of health care, or medical
condition for which an application is submitted during the 6 month
period beginning with the first month in which the individual (who
is 65 years of age or older) first is enrolled for benefits under part B.

“(B) Subject to subparagraph (C), subparagraph (A) shall not be
construed as preventing the exclusion of benefits under a policy,
during its first 6 months, based on a pre-existing condition for
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which the policyholder received treatment or was otherwise diag-
nosed during the 6 months before it became effective.

“(C) If a medicare supplemental policy or certificate replaces an-
other such policy or certificate which has been in effect for 6 months
or longer, the replacing policy may not provide any time period ap-
plicable to pre-existing conditions, waiting periods, elimination peri-
ods, and probationary periods in the new policy or certificate for
similar benefits.

“43) Any 1ssuer of a medicare supplemental policy that fails to
meet the requirements of paragraphs (1) and (2) is subject to a civil
money penalty of not to exceed $5,000 for each such failure. The pro-
visions of section 1128A (other than the first sentence of subsection
(a) and other than subsection (b)) shall apply to a civil money penal-
ty under the previous sentence in the same manner as such provi-
sions apply to a penalty or proceeding under section 1128A(a).”.

(b) EFrFecTIVE DATE.—The amendments made by subsection (a)
shall take effect 1 year after the date of the enactment of this Act.

SEC. 4358. MEDICARE SELECT POLICIES.

(a) IN GENERAL.—Section 1882 (42 U.S.C. 1395ss) is further
amended by adding at the end the following:

“@X1) If a policy meets the NAIC Model Standards and otherwise
complies with the requirements of this section except that benefits
under the policy are restricted to items and services furnished by
certain entities (or reduced benefits are provided when items or serv-
ices are furnished by other entities), the policy shall nevertheless be
treated as meeting those standards if—

“lfA) full benefits are provided for items and services fur-
nished through a network of entities which have entered into
contracts with the issuer of the policy;

“(B) full benefits are provided for items and services fur-
nished by other entities if the services are medically necessary
and immediately required because of an unforeseen illness,
injury, or condition and it is not reasonable given the circum-
stances to obtain the services through the network;

“C) the network offers sufficient access;

“(D) the issuer of the policy has arrangements for an ongoing
quality assurance program for items and services furnished
through the network;

“(E)(i) the issuer of the policy provides to each enrollee at the
time of enrollment an explanation of (I) the restrictions on pay-
ment under the policy for services furnished other than by or
through the network, (II) out of area coverage under the policy,
(III) the policy’s coverage of emergency services and urgently
needed care, and (IV) the availability of a policy through the
entity that meets the NAIC standards without reference to this
subsection and the premium charged for such policy, and

“@ii) each enrollee prior to enrollment acknowledges receipt of
the explanation provided under clause (i); and
_ “(F) the issuer of the policy makes available to individuals,
in addition to the policy described in this subsection, any policy
(otherwise offered by the issuer to individuals in the State) that
meets the NAIC standards and other requirements of this sec-
tion without reference to this subsection.
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“(%) If the Secretary determines that an issuer of a policy ap-
proved under paragraph (1)—

“CqA) fails substantially to provide medically necessary items
and services to enrollees seeking such items and services
through the issuer’s network, if the failure has adversely affect-
ed (or has substantial likelikood of adversely affecting) the in-
dividual,

“(B) imposes premiums on enrollees in excess of the premiums
approved by the State,

(C) acts to expel an enrollee for reasons other than nonpay-
ment of premiums, or

“(D) does not provide the explanation required under para-
graph (IXEXi) or does not obtain the acknowledgment required
under paragraph (IXEXii),

is subject to a civil money penalty in an amount not to exceed
$25,000 for each such violation. The provisions of section 1128A
(other than the first sentence of subsection (a) and other than sub-
section (b)) shall apply to a civil money penalty under the previous
sentence in the same manner as such provisions apply to a penalty
or proceeding under section 1128A(a).

(3) The Secretary may enter into a contract with an entity whose

licy has been certified under paragraph (1) or has been approved
ﬁ; a State under subsection (bXIXH) to determine whether items and
services (furnished to individuals entitled to benefits under this title
and under that policy) are not allowable under section 1862(a)(1).
Payments to the entity shall be in such amounts as the Secretary
may determine, taking into account estimated savings under con-
tracts with carriers and fiscal intermediaries and other factors that
the Secretary finds appropriate. Paragraph (1), the first sentence of
paragraph (2XA), paragraph (2XB), paragraph (3)(C), paragraph
(GXD), and paragraph (BXE) of section 1842(b) shall apply to the
entity.”.

(b) CoNFORMING AMENDMENTS.—(1) Section 1882(cX1) (42 U.S.C.
1395ss(cX1)) is amended by inserting ‘(except as otherwise provided
by subsection (t))”’ before the semicolon.

(2) Section 1882(bX1) (42 U.S.C. 1395ss(bX1), as previously amend-
ed, is amended—

(A) in subparagraph (A), by inserting *, except as otherwise
provided by subparagraph (H)”’ before the semicolon;

(B) by striking “and’’ at the end of subparagraph (F);

(C) by inserting “and’ at the end of subparagraph (G); and

@O bzy adding after subparagraph (G) the following:

(H) in the case of a policy that meets the standards
under subparagraph (A) except that benefits under the
policy are limited to items and services furnished by certain
entities (or reduced benefits are provided when items or
services are furnished by other entities), provides for the ap-
plication of requirements equal to or more stringent than
the requirements under subsection (t),”.

(3) The first sentence of section 1154(a)X4{)B) (42 US.C. 1320c-
3eX4XB)) s amended by inserting ‘(or subject to review under sec-
tion 1882(t)"” after “section 1876

(c) EFFECTIVE DATE.—The amendments made by this section shall
only apply in 15 States (as determined by the Secretary of Health
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and Human Services) and only during the 3-year period beginning
with 1992.

(d) EvALUATION.—The Secretary of Health and Human Services
shall conduct an evaluation of the amendments made by this sec-
tion and shall report to Congress on such evaluation by not later
than January 1, 1995.

SEC. 4359. HEALTH INSURANCE ADVISORY SERVICE FOR MEDICARE BENE.-
FICIARIES.

(a) IN GENERAL.-—The Secretary of Health and Human Services
shall establish a health insurance advisory service program (in this
section referred to as the “beneficiary assistance program”) to assist
medicare-eligible individuals with the receipt of services under the
medicare and medicaid programs and other health insurance pro-

ms.
gr((zb) OurreacH ELEMENTS.—The beneficiary assistance program
shall provide assistance—
(1) through operation using local Federal offices that provide
information on the medicare program,
(2) using community outreach programs, and
(3) using a toll-free telephone information service.

(c) ASSISTANCE ProviDep.—The beneficiary assistance program
shall provide for information, counseling, and assistance for medi-
care-eligible individuals with respect to at least the following:

(1) With respect to the medicare program—

(A) eligibility,

(B) benefits (both covered and not covered),

(C) the process of payment for services,

(D) rights and process for appeals of determinations,

(E) other medicare-related entities (such as peer review or-
ganizations, fiscal intermediaries, and carriers), and

(F) recent legislative and administrative changes in the
medicare program.

(2) With respect to the medicaid program—

(A) eligibility, benefits, and the application process,

(B) linkages between the medicaid and medicare pro-
grams, and

(C) referral to appropriate State and local agencies in-
volved in the medicaid program.

(8) Witk respect to medicare supplemental policies—

(A) the program under section 1882 of the Social Security
Act and standards required under such program,

(B) how to make informed decisions on whether to pur-
chase such policies and on what criteria to use in evaluat-
ing different policies,

(C) appropriate Federal, State, and private agencies that
provide information and assistance in obtaining benefits
under such policies, and

(D) other issues deemed appropriate by the Secretary.

The beneficiary assistance program also shall provide such other
services as the Secretary deems appropriate to increase beneficiary
understanding of, and confidence in, the medicare program and to
improve the relationship between beneficiaries and the program.
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(d) EDUCATIONAL MATERIAL.—The Secretary, through the Admin-
istrator of the Health Care Financing Administration, shall develop
appropriate educational materials and other appropriate techniques
to assist employees in carrying out this section.

(¢) NoticE 10 BENEFICIARIES.—The Secretary shall take such
steps as are necessary to assure that medicare-eligible beneficiaries
and the general public are made aware of the beneficiary assistance
program.

(P ReporT.—The Secretary shall include, in an annual report
transmitted to the Congress, a report on the beneficiary assistance
program and on other health insurance informational and counsel-
ing services made available to medicare-eligible individuals. The
Secretary shall include in the report recommendations for such
changes as may be desirable to improve the relationship between the
medicare program and medicare-eligible individuals.

SEC. 4360. HEALTH INSURANCE INFORMATION, COUNSELING, AND ASSIST-

ANCE GRANTS.

(@) GRANTS.—The Secretary of Health and Human Services (in
this section referred to as the “Secretary”) shall make grants to
States, with approved State regulatory programs under section 1882
of the Social Security Act, that submit applications to the Secretary
that meet the requirements of this section for the purpose of provid-
ing information, counseling, and assistance relating to the procure-
ment of adequate and appropriate health insurance coverage to in-
dividuals who are eligible to receive benefits under title XVIII of
the Social Security Act (in this section referred to as ‘“eligible indi-
viduals”). The Secretary shall prescribe regulations to establish a
minimum level of funding for a grant issued under this section.

(b) GRANT APPLICATIONS.—

(1) In submitting an application under this section, a State
may consolidate and coordinate an application that consists of
garts prepared by more than one agency or department of such

tate.

(2) As part of an application for a grant under this section, a
State shall submit a plan for a State-wide health insurance in-
formlation, counseling, and assistance program. Such program
shall—

(A) establish or improve upon a health insurance infor-
mation, counseling, and assistance program that provides
counseling and assistance to eligible individuals in need of
health insurance information, including—

(i) information that may assist individuals in obtain-
ing benefits and filing claims under titles XVIII and
XIX of the Social Security Act;

(ii) policy comparison information for medicare sup-
plemental policies (as described in section 1882(gX1) of
the Social Security Act and information that may
assist individuals in filing claims under such medicare
supplemental policies;

n((ilii) information regarding long-term care insurance;
a
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(iv) information regarding other types of health in-
surance benefits that the Secretary determines to be ap-
propriate;

(B) in conjunction with the health insurarce informa-
tion, counseling, and assistance program described in sub-
paragraph (A), establish a system of referral to appropriate
Federal or State departments or agencies for assistance
with problems related to health insurance coverage (includ-
ing legal problems), as determined by the Secretary;

(C) provide for a sufficient number of staff positions (in-
cluding volunteer positions) necessary to provide the serv-
ices of the health insurance information, counseling, and
assistance program;

(D) provide assurances that staff members (including vol-
unteer staff members) of the health insurance information,
counseling, and assistance program have no conflict of in-
terest in providing the services described in subparagraph
A

(E) provide for the collection and dissemination of timely
and accurate health care information to staff members;

(F) provide for training programs for staff members (in-
cluding volunteer staff members);

(G) provide for the coordination of the exchange of health
insurance information between the staff of departments
and agencies of the State government and the staff of the
health insurance information, counseling, and assistance
program;

(H) make recommendations concerning consumer issues
and complaints related to the provision of health care to
agencies and departments of the State government and the
Federal Government responsible for providing or regulating
health insurance;

(I) establish an outreach program to provide the health
insurance information and counseling described in sub-
paragraph (A) and the assistance described in subpara-
graph (B) to eligible individuals; and

(J) demonstrate, to the satisfaction of the Secretary, an
ability to provide the counseling and assistance required
under this section.

(¢c) SPECIAL GRANTS.—

(1) A State that is conducting a health insurance informa-
tion, counseling, and assistance program that is substantially
stmilar to a program described in subsection (b)2) shall, as a
requirement for eligibility for a grant under this section, dem-
onstrate, to the satisfaction of the Secretary, that such State
shall maintain the activities of such program at least at the
level that such activities were conducted immediately preceding
the date of the issuance of any grant during the period of time
covered by such grant under this section and that such activi-
ties will continue to be maintained at such level.

(2) If the Secretary determines that the existing health insur-
ance information, counseling, and assistance program is sub-
stantially similar to a program described in subsection (b)2),
the Secretary may waive some or all of the requirements de-
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scribed in such subsection and issue a grant to the State for the
purpose of increasing the number of services offered by the
health insurance information, counseling, and assistance pro-
gram, experimenting with new methods of outreach in conduct-
ing such program, or expanding such program to geographic
areas of the State not previously served by the program.

(d) CRITERIA FOR ISSUING GRANTS.—In issuing a grant under this
section, the Secretary shall consider—

(1) the commitment of the State to carrying out the health in-
surance information, counseling, and assistance program de-
scribed in subsection (bX2), including the level of cooperation
demonstrated—

(A) by the office of the chief insurance regulator of the
State, or the equivalent State entity;

(B) other officials of the State responsible for overseeing
insurance plans issued by nonprofit hospital and medical
service associations; and
f (C) departments and agencies of such State responsible
or—

(i) administering funds under title XIX of the Social
Security Act, and :

(i) administering funds appropriated under the
Older Americans Act;

(2) the population of eligible individuals in such State as a
percentage of the population of such State; and

(3) in order to ensure the needs of rural areas in such State,
the relative costs and special problems associated with address-
ing the special problems of providing health care information,
counseling, and assistance to the rural areas of such State.

(e) ANNUAL STATE REPORT.—A State that receives a grant under
subsection (c) or (d) shall, not later than 180 days after receiving
such grant, and annually thereafter, issue an annual report to the
Secretary that includes information concerning—

(1) the number of individuals served by the State-wide health
insurance information, counseling and assistance program of
such State;

(2) an estimate of the amount of funds saved by the State,
and by eligible individuals in the State, in the implementation
of such program; and

(3) the problems that eligible individuals in such State en-
counter in proeuring adequate and appropriate health care cov-

erage.

() ReporT TO CONGRESS.—Not later than 180 days after the date
of the enactment of this section, and annually thereafter, the Secre-
tary shall issue a report to the Committee on Finance of the Senate,
the Special Committee on Aging of the Senate, the Committee on
Ways and Means of the House of Representatives, the Committee on
Energy and Commerce of the House of Representatives, and the
Select Committee on Aging of the House of Representatives that—

(1) summarizes the allocation of funds authorized for grants
under this section and the expenditure of such funds;

(2) summarizes the scope and content of training conferences
convened under this section;
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(3) outlines the problems that eligible individuals encounter
in procuring adequate and appropriate health care coverage;

(4) makes recommendations that the Secretary determines to
be appropriate to address the problems described in paragraph
) and

(5) in the case of the report issued 2 years after the date of
enactment of this section, evaluates the effectiveness of counsel-
ing programs established under this program, and muakes rec-
ommendations regarding continued authorization of funds for
these purposes.

(f) AUTHORIZATION OF APPROPRIATIONS FOR GRANTS.—There are
authorized to be appropriated, in equal parts from the Federal Hos-
pital Insurance Trust Fund and from the Federal Supplementary
Medical Insurance Trust Fund, $10,000,000 for each of fiscal years
1991, 1992, and 1993, to fund the grant programs described in this
section.

SEC. 4361. MEDICARE AND MEDIGAP INFORMATION BY TELEPHONE.

(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395 et seq.) is amended
by inserting after section 1888 the following:

“MEDICARE AND MEDIGAP INFORMATION BY TELEPHONE

“Sec. 1889. The Secretary shall provide information via a toll-free
telephone number on the programs under this title and on medicare
supplemental policies as defined in section 1882(g)1) (including the
relationship of State programs under title XIX to such policies).”.

(b) DEMONSTRATION ProOJECTS.—The Secretary of Health and
Human Services is authorized to conduct demonstration projects in
up to 5 States for the purpose of establishing statewide toll-free tele-
phone numbers for providing information on medicare benefits,
medicare supplemental policies available in the State, and benefits
under the State medicaid program.

Subtitle B—Medicaid

PaRrT 1—REDUCTION IN SPENDING

Sec. 4401. Reim{n{rsement for prescribed drugs.
Sec. 4402. Reguiring medicai /lvayment of premiums and cost-sharing for enrollment
under group health plans where cost-effective.

ParT 2—PROTECTION OF LOW-INCOME MEDICARE BENEFICIARIES

Sec. 4501. Phased-in extension of medicaid payments for medicare premiums for cer-
?qzn individuals with income below 120 percent of ti{()e official poverty
ine.

ParRT 3—IMPROVEMENTS IN CHILD HEALTH

Sec. 4601. Medicaid child health provisions.

Sec. 4602. Mandatory use of outreach locations other than welfare offices.

Sec. 4603. M;z_rfr,datory continuation of benefits throughout pregnancy or first year of
ife.

Sec. 4604. Adjustment in payment for hospital services furnished to low-income chil-
dren under the age of 6 years.

Sec. 4605. Presumptive eligibtlity.

Sec. 4606. Role in paternity determinations.

Sec. 4607. Report and transition on errors in eligibility determinations.
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PART 4—MISCELLANEOUS

SUBPART A—PAYMENTS

4701. State medicaid matching payments through voluntary contributions and
State taxes.

4702. Disproportionate share hospitals: counting of inpatient days.

4703. Disproportionate share hospitals: alternative ﬁgte payment adjustments
and systems.

4704. Federally-qualified health centers.

. Hospice payments.

4706. Limitation on disallowances or deferral of Federal financial participation
for t:ge;'tain inpatient psychiatric hospital services for individuals under
age 21.

4707. Treatment of interest on Indiana disallowance.

4708. Billing for services of substitute physician.

K% %% ¥¢ ¥

SUBPART B—ELIGIBILITY AND COVERAGE

4711. Home and community-based care as optional service.

4712. Community supported living arrangements services.

4713. Providing Federal medical assistance for payments for premiums for

“COBRA” continuation coverage where cost effective.

4714. Provisions relating to spousal impoverishment.

4715. Disregarding German reparation payments from post-eligibility treatment

of tncome under the medicaid program.

4716. Amendments relating to medicaid transition provision.

. Clarifying effect of hospice election.

4718. Medically needy income levels for certain 1-member families.

4719. Codification of coverage of rehabilitation services.

4720. Personal care services for Minnesota.

4721. Medicaid coverage of personal care services outside the home.

4722. Medicaid coverage of alcoholism and drug dependency treatment services.

4723. Medicaid s, wn option.

4424. Optional State medicaid disability determinations independent of the
Social Security Administration.

FEEEREELY 4% ¥¥¥

SUBPART C—HEALTH MAINTENANCE ORGANIZATIONS

£E

. Regulation of incentive payments to physicians.

. 4732, gpecial rules. )
Sec. 4733. Extension and expansion of Minnesota prepaid medicaid demonstration
project. )

Sec. 4734. Treatment of certain county-operated health insuring organizations.

SUBPART D—DEMONSTRATION PROJECTS AND HOME AND COMMUNITY-BASED WAIVERS

Sec. 4741. Home and community-based waivers. ) ) .
Sec. 4742. Timely payment under waivers of freedom of choice of hospital services.
Sec. 4744. Provisions relating to frail elderly demonstration project waivers.

Sec. 4745. Demonstration projects to study the effect of allowing States to extend
medicaid coverage to certain low-income families not otherwise quali-
fied to receive medicaid benefits.

Sec. 4746 Medicaid respite demonstration project extended. S

Sec. 4747. Demonstration project to provide medicaid coverage for HIV-positive indi-
viduals.

SUBPART E—MISCELLANEOUS

Sec. 4751. Requirements for advanced directives under State plans for medical as-
sistance.

Sec. 4752. Improvement in quality of physician services.

Sec. 4753. Clarification of authority of Inspector General.

Sec. 4754. Notice to State medical boards when adverse actions taken.

Sec. 4755. Miscellaneous provisions.

PART 5—ProviSIONS RELATING To NURSING HOME REFORM
Sec. 4801. Technical corrections relating to nursing home reform.
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PART 1—REDUCTIONS IN SPENDING

SEC. 4401. REIMBURSEMENT FOR PRESCRIBED DRUGS.
(a) IN GENERAL.—

(1) DENIAL OF FEDERAL FINANCIAL PARTICIPATION UNLESS
REBATE AGREEMENTS AND DRUG USE REVIEW IN EFFECT.—Sec-
tion 1903G) (42 U.S.C. 1396b(i)) is amended—

(A) by striking the period at the end of paragraph (9) and
inserting ‘S or”, and

(B) by inserting after paragraph (9) the following new
paragraph:

“(10) with respect to covered outpatient drugs of a manufac-
turer dispensed in any State unless, (A) except as provided in
section 1927(a)3), the manufacturer complies with the rebate re-
quirements of section 1927(a) with respect to the drugs so dis-
pensed in all States, and (B) effective January 1, 1993, the State
provides for drug use review in accordance with section
1927(g).”’.

(2) PROHIBITING STATE PLAN DRUG ACCESS LIMITATIONS FOR
DRUGS COVERED UNDER A REBATE AGREEMENT.—Section 1902(a)
of such Act (42 U.S.C. 1396a(a)) is amended—

(A) by striking “and’ at the end of paragraph (52),

(B) by striking the period at the end of paragraph (53)
and inserting ‘; and”, and

(C) by inserting after paragraph (53) the following new
paragraph:

“(O4)XA) provide that, any formulary or similar restriction
(except as provided in section 1927(d)) on the coverage of covered
outpatient drugs under the plan shall permit the coverage of
covered outpatient drugs of any manufacturer which has en-
tered into and complies with an agreement under section
1927(a), which are prescribed for a medically accepted indica-
tion (as defined in subsection 1927(k)6)), and

“(B) comply with the reporting requirements of section
1927(bX2)XA) and the requirements of subsections (d) and (g) of
section 1927.".

(3) REBATE AGREEMENTS FOR COVERED OUTPATIENT DRUGS,
DRUG USE REVIEW, AND RELATED PROVISIONS.—Title XIX of the
Social Security Act is amended by redesignating section 1927 as
section 1928 and by inserting after section 1926 the following
new section:

“PAYMENT FOR COVERED OUTPATIENT DRUGS

“Sec. 1927. (a) REQUIREMENT FOR REBATE AGREEMENT.—

“(1) IN GENERAL.—In order for payment to be available under
section 1903(a) for covered outpatient drugs of a manufacturer,
the manufacturer must have entered into and have in effect a
rebate agreement described in subsection (b) with the Secretary,
on behalf of States (except that, the Secretary may authorize a
State to enter directly into agreements with a manufacturer).
Any agreement between a State and a manufacturer prior to
April 1, 1991, shall be deemed to have been entered into on Jan-
uary 1, 1991, and payment to such manufacturer shall be retro-
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actively calculated as if the agreement between the manufactur-
er and the State had been entered into on January 1, 1991. If a
manu[acturer has not entered into such an agreement befofre
March 1, 1991, such an agreement, subsequently entered into,
shall not be effective until the first day of the calendar quarter
that begins more than 60 days after the date the agreement is
enf‘e}g)zd Iénto. P .

FFECTIVE DATE.—Paragraph (1) shall first apply to
drugs dispensed under this title on or after Januafr‘y 1, 159%3'

“(3) AUTHORIZING PAYMENT FOR DRUGS NOT COVERED UNDER
REBATE AGREEMENTS.—Paragraph (1), and section 1903(i)(10)(A),
shall not a};ply to the di;pensing of a single source drug or in-
novator multiple source drug if (AXi) the State has made a de-
termination that the availability of the drug is essential to the
health of beneficiaries under the State plan for medical assist-
ance; (ii) such drug has been given a rating of 1-A by the Food
aend Drug Administration; and (iiiXI) the physician has ob-
tained gggmval for use of the drug in advance of its dispensing
in accordance with a prior authorization program described in
subsection (d), or (II) the Secretary has reviewed and approved
the State’s determination under subparagraph (A); or (B) the
Secretary determines that in the first calendar quarter of 1991,
there were extenuating circumstances.

“4) EFFECT ON EXISTING AGREEMENTS.—In the case of a
rebate agreement in effect between a State and a manufacturer
on the date of the enactment of this section, such agreement, for
the initial agreement period specified therein, shall be consid-
ered to be a rebate agreement in compliance with this section
with respect to that State, if the State agrees to report to the
Secretary any rebates paid pursuant to the agreement and such
agreement provides for a minimum aggregate rebate of 10 per-
cent of the State’s total expenditures under the State plan for
coverage of the manufacturer’s drugs under this title. If, after
the initial agreement period, the State establishes to the satis-
faction of the Secretary that an agreement in effect on the date
of the enactment of this section provides for rebates that are at
least as large as the rebates otherwise required under this sec-
tion, and the State agrees to report any rebates under the agree-
ment to the Secretary, the agreement shall be considered to be a
rebate agreement in compliance with the section for the renewal

riods of such agreement.

“(g TERMS OF REBATE AGREEMENT.—

‘(1) PERIODIC REBATES.—

“CA) IN GENERAL.—A rebate agreement under this subsec-
tion shall require the manufacturer to provide, to each
State plan approved under this title, a rebate each calendar
quarter (or periodically in accordance with a schedule spec-
ified by the Secretary) in an amount specified in subsection
(©) for covered outpatient drugs of the manufacturer dis-
pensed under the plan during the quarter (or such other
period as the Secretary may specify). Such rebate shall be
paid by the manufacturer not later than 30 days after the
date of receipt of the information described in paragraph
(2) for the period involved.
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“(B) OFFSET AGAINST MEDICAL ASSISTANCE.—Amounts re-
ceived by a State under this section (or under an agreement
authorized by the Secretary under subsection (a)X1) or an
agreement described in subsection (aX4)) in any quarter
shall be considered to be a reduction in the amount expend-
ed under the State plan in the quarter for medical assist-
ance for purposes of section 1903(a)1).

“02) STATE PROVISION OF INFORMATION.—

‘YA) STATE RESPONSIBILITY.—Each State agency under
this title shall report to each manufacturer not later than
60 days after the end of each calendar quarter and in a
form consistent with a standard reporting format estab-
lished by the Secretary, information on the total number of
dosage units of each covered outpatient drug dispensed
under the plan during the quarter, and shall promptly
transmit a copy of such report to the Secretary.

‘““B) Aubits.—A manufacturer may audit the informa-
tion provided (or required to be provided) under subpara-
graph (A). Adjustments to rebates shall be made to the
extent that information indicates that utilization was
greater or less than the amount previously specified.

“(3) MANUFACTURER PROVISION OF PRICE INFORMATION.—

“téA) IN GeNErRAL.—Each manufacturer with an agree-
ment in effect under this section shall report to the Secre-
tary—

“(t) not later than 30 days after the last day of each
quarter (beginning on or after January 1, 1991), on the
average manufacturer price (as defined in subsection
(kX1)) and, (for single source drugs and innovator mul-
tiple source drugs), the manufacturer’s best price (as de-
fined in subsection (c)2XB)) for covered outpatient
drugs for the quarter, and

“0i) not later than 30 days after the date of entering
into an agreement under this section on the average
manufacturer price (as defined in subsection (k)1) as
of October 1, 1990 for each of the manufacturer’s cov-
ered outpatient drugs.

B) VERIFICATION SURVEYS OF AVERAGE MANUFACTURER
PRICE.—The Secretary may survey wholesalers and manu-
facturers that directly distribute their covered outpatient
drugs, when necessary, to verify manufacturer prices report-
ed under subparagraph (A). The Secretary may impose a
civil monetary penalty in an amount not to exceed $100,000
on a wholesaler, manufacturer, or direct seller, if the
whqlesaler, manufacturer, or direct seller of a covered out-
patient drug refuses a request for information about
charges or prices by the Secretary in connection with a
survey under this subparagraph or knowingly provides false
information. The provisions of section 1198A (other than
subsections (a) (with respect to amounts of penalties or ad-
ditional assessments) and (b)) shall apply to a civil money
penalty under this subparagraph in the same manner as

such provisions apply to a penalty or proceed: g g
tion 1128A(a). Yy or p ing under sec

‘o
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“(C) PENALTIES. —

‘@) FAILURE TO PROVIDE TIMELY INFORMATION.—In
the case of a manufacturer with an agreement under
this section that fails to provide information required
under subparagraph (A) on a timely basis, the amount
of the penalty shall be increased by $10,000 for each
day in which such information has not been provided
and such amount shall be paid to the Treasury, and, if
such information is not reported within 90 days of the
deadline imposed, the agreement shall be suspended for
services furnished after the end of such 90-day period
and until the date such information is reported (but in
no case shall such suspension be for a period of less
than 30 days).

“(ii) FALSE INFORMATION.—Any manufacturer with
an_agreement under this section that knowingly pro-
vides false information is subject to a civil money pen-
alty in an amount not to exceed $100,000 for each item
of false information. Such civil money penalties are in
addition to other penalties as may be prescribed by
law. The provisions of section 1128A (other than sub-
sections (a) and (b)) shall apply to a civil money penal-
ty under this subparagraph in the same manner as
such prouvisions apply to a penalty or proceeding under
section 1128A(a).

“(D) CONFIDENTIALITY OF INFORMATION.—Notwithstand-
ing any other provision of law, information disclosed by
manufacturers or wholesalers under this paragraph is con-
fidential and shall not be disclosed by the Secretary or a
State agency (or contractor therewith) in a form which dis-
closes the identity of a specific manufacturer or wholesaler,
prices charged for drugs by such manufacturer or wholesal-
er, except as the Secretary determines to be necessary to
carry out this section and to permit the Comptroller Gener-
al to review the information provided.

“(4) LENGTH OF AGREEMENT.—

“CA) IN GENERAL.—A rebate agreement shall be effective
for an initial period of not less than 1 year and shall be
automatically renewed for a period of not less than one
year unless terminated under subparagraph (B).

“(B) TERMINATION.—

“li) By THE SECRETARY.—The Secretary may provide
for termination of a rebate agreement for violation of
the requirements of the agreement or other good cause
shown. Such termination shall not be effective earlier
than 60 days after the date of notice of such termina-
tion. The Secretary shall provide, upon request, a man-
ufacturer with a hearing concerning such a termina-
tion, but such hearing shall not delay the effective date
of the termination.

‘(i) By A MANUFACTURER.—A manufacturer may ter-
minate a rebate agreement under this section for any
reason. Any such termination shall not be effective
until such period after the date of the notice as the
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Secretary may provide (but not beyond the term of the
agreement).

“(iii) EFFECTIVENESS OF TERMINATION.—Any termi-
nation under this subparagraph shall not affect re-
bates due under the agreement before the effective date
of its termination.

“(C) DELAY BEFORE REENTRY.—In the case of any rebate
agreement with a manufacturer under this section which is
terminated, another such agreement with the manufacturer
(or a successor manufacturer) may not be entered into until
a period of 1 calendar quarter has elapsed since the date of
the termination, unless the Secretary finds good cause for
an earlier reinstatement of such an agreement.

“tc) AMOUNT OF REBATE.—

“41) BASIC REBATE FOR SINGLE SOURCE DRUGS AND INNOVATOR
MULTIPLE SOURCE DRUGS.—With respect to single source drugs
and innovator multiple source drugs, each manufacturer shall
remit a basic rebate to the State medical assistance plan.
Except as otherwise provided in this subsection, the amount of
the rebate to a State for a calendar quarter (or other period
specified by the Secretary) with respect to each dosage form and
strength of single source drugs and innovator multiple source
drugs shall be equal to the product of—

“CA) the total number of units of each dosage form and
strength dispensed under the plan under this title in the
quarter (or other period) reported by the State under subsec-
tion (bX2); and

“BXi) for quarters (or periods) beginning after December
31, 1990, and before January 1, 1993, the greater of—

“() the difference between the average manufacturer
price (after deducting customary prompt payment dis-
counts) and 87.5 percent of such price for the quarter
(or other period), or

“(I) the difference between the average manufacturer
price for a drug and the best price (as defined in para-
graph (2XB)) for such quarter (or period) for such drug
(except that for calendar quarters beginning after De-
cember 31, 1990, and ending before January 1, 1992,
the rebate shall not exceed 25 percent of the average
manufacturer price, and for calendar quarters begin-
ning after December 31, 1991, and ending before Janu-
ary 1, 1993, the rebate shall not exceed 50 percent of
the average manufacturer price); and

“(i) for quarters (or other periods) beginning after Decem-
ber 31, 1999, the greater of—

“(D the difference between the average manufacturer
price for a drug and 85 percent of such price, or

“(ID) the difference between the average manufacturer
price for a drug and the best price (as defined in para-

. graph (2)(B)) for such quarter (or period) for such drug.

(C) For the purposes of this paragraph, the term ‘best price’
means, with respect to a single source drug or innovator multi-
ple source drug of a manufacturer, the lowest price available
from the manufacturer to any wholesaler, retailer, nonprofit
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entity, or governmental entity within the United States (exclud-
ing depot prices and single award contract prices, as defined by
the Secretary, of any agency of the Federal Government). The
best price shall be inclusive of cash discounts, free goods,
volume discounts, and rebates (other than rebates under this
section) and shall be determined without regard to special pack-
aging, labeling, or identifiers on the dosage form or product or
package, and shall not take into account prices that are merely
nominal in amount;

“D) In the case o[ea covered outpatient drug approved for
marketing after October 1, 1990, any reference in this paragraph
to ‘October 1, 1990’ shall be a reference to the first day of the
first month during which the drug was marketed.

‘(2) ADDITIONAL REBATE FOR SINGLE SOURCE AND INNOVATOR
MULTIPLE SOURCE DRUGS.—(A) Each manufacturer shall remit
an additional rebate to the State medical assistance plan in an
amount equal to:

“G) For calendar quarters (or other periods) beginning
?gt;z' December 31, 1990 and ending before January I,

“Q) the total number of each dosage form and
strength of a single source or innovator multiple source
drug dispensed during the calendar quarter (or other
period); multiplied by

“dIXaa) the average manufacturer price for each
dosage form and strength, minus

“bb) the average manufacturer price for each such
dosage form and strength in effect on October 1, 1990,
increased by the percentage increase in the Consumer
Price Index for all urban consumers (U.S. average)
from October 1, 1990, to the month before the beginning
of the calendar quarter (or other period) involved;

“Gi) For calendar quarters (or other periods) beginning
after December 31, 1993—

“0D the total number of each dosage form and
strength of a single source or innovative multiple
source drug dispensed during the calendar quarter (or
other period); multiplied by

“D) the amount, if any, by which the weighted aver-
age manufacturer price for single source and innovator
multiple source drugs of a manufacturer exceeds the
weighted average manufacturer price for the manufac-
turer as of October 1, 1990, increased by the percentage
increase in the Consumer Price Index for all urban con-
sumers (U.S. average) from October 1, 1990, to the
month before the beginning of the calendar quarter (or
other period) involved.

‘‘BXi) For the purposes of subparagraph (AXii), the term
‘weighted average manufacturer price’ means-(with respect to a
calendar quarter or other period) the ratio of—

“a) the sum of the products (for all covered drugs of the
mal:)uﬁfzcturer purchased under a State program under this
title) of—
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‘“laa) the average manufacturer price for each such
covered drug; and

“(bb) the number of units of the covered drug sold to
any State program under this title during such period,
to

“(ID) the total number of units of all such covered drugs
sold under a State program under this title in such period,

except that the Secretary may exclude certain new drugs from
the calculation of the weighted average if the inclusion of any
such drug in such calculation has the effect of—

“laa) reducing the rebate otherwise calculated pursuant
to subparagraph (AXit); or

“(bb) increasing the rebate otherwise calculated pursuant
to subparagraph (AXii) (in cases where such calculation
under the conditions outlined in clause (ii).

“GiXI) The Secretary may exclude drugs approved by the Food
and Drug Administration on or after October 1, 1990, from the
calculation of weighted average manufacturer price if inclus
manufacturer demonstrates through a petition, in a form and
manner prescribed by the Secretary, undue hardship on such
manufacturer as a result of the inclusion of such drug in such
calculation).

“dD) The Secretary may promulgate guidelines to restrict the
conditions under which the Secretary may consider such peti-
tions.

“UC) For each of 8 calendar quarters beginning after December
31, 1991, the Secretary shall compare the aggregate amount of
the rebates under subparagraph (A)i) to the aggregate amount
of rebates under subparagraph (A)Gii). Based on any such com-
parison, the Secretary may propose and utilize an alternative
formula for the purpose of calculating an aggregate rebate.

“(3) REBATE FOR OTHER DRUGS.—The amount of the rebate to
a State for a calendar quarter (or other period specified by the
Secretary) with respect to covered outpatient drugs (other than
single source drugs and innovator multiple source drugs) shall
be equal to the product of—

“(A) the applicable percentage (as described in paragraph
(4) of the average manufacturer price for each dosage form
and strength of such drugs (efter deducting customary
prompt payment discounts) for the quarter (or other period),
an

““B) the number of units of such form and dosage dis-
pensed under the plan under this title in the quarter (or
other period) reported by the State under subsection (bX2).

“(4) For the purposes of paragraph (3), the applicable percent-
age is—

“(A) with respect to calendar quarters beginning after De-
cember 31, 1990, and ending before January 1, 1994, 10 per-
cent; and

“(B) with respect to calendar quarters beginning on or
after December 31, 1993, 11 percent.

“(d) LimitaTioNs oN COVERAGE oF DruGs.—

“1) PERMISSIBLE RESTRICTIONS.—(A) Except as provided in

paragraph (6), a State may subject to prior authorization any
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covered outpatient drug. Any such prior authorization program
shall comply with the requirements of paragraph (5).

“(B) A State may exclude or otherwise restrict coverage of a
covered outpatient drug if—

“(0) the prescribed use is not for a medically accepted in-
dication (as defined in (&)6));

“(ii) the drug is contained in the list referred to in para-
graph (2); or

“(iii) the drug is subject to such restrictions pursuant to
an agreement between a manufacturer and a State author-
ized by the Secretary under subsection (a)1) or in effect pur-
suant to subsection (a)i}).

“(2) L1sT OF DRUGS SUBJECT TO RESTRICTION.—The following
drugs or classes of drugs, or their medical uses, may be ex-
cluded from coverage or otherwise restricted:

“(A) Agents when used for anorexia or weight gain.

“(B) Agents when used to promote fertility.

“(C) Agents when used for cosmetic purposes or hair
growth.

“(D) Agents when used for the symptomatic relief of
cough and colds.

“(E) Agents when used to promote smoking cessation.

“(F) Prescription vitamins and mineral products, except
prenatal vitamins and fluoride preparations.

“G) Nonprescription drugs.

“(H) Covered outpatient drugs which the manufacturer
seeks to require as a condition of sale that associated tests
or monitoring services be purchased exclusively from the
manufacturer or its designee.

“‘D Drugs described in section 107(c)3) of the Drug
Amendments of 1962 and identical, similar, or related
drugs (within the meaning of section 310.6(b)(1) of title 21
of the Code of Federal Regulations (‘DESI’ drugs)).

“J) Barbiturates.

“(K) Benzodiazepines.

“(3) UrDATE OF DRUG LISTINGS.—The Secretary shall (except
with respect to new drugs approved by the FDA for the first 6
months following the date of approval of such drugs shall not
be subject to being listed in paragraph (2) under the provisions
of this paragraph), by regulation, periodically update the list of
drugs described in paragraph (2) or classes of drugs, or their
medical uses, which the Secretary has determined, based on
data collected by surveillance and utilization review programs
of State medical assistance programs, to be subject to clinical
abuse or inappropriate use.

‘“t4) INNOVATOR MULTIPLE-SOURCE DRUGS.—Innovator multi-
ple-source drugs shall be treated under applicable State and
Federal law and regulation.

“(5) PRIOR AUTHORIZATION PROGRAMS.—A State plan under
this title may not require, as a condition of coverage or payment
for a covered outpatient drug for which Federal financial par-
ticipation is available in accordance with this section, the ap-
proval of the drug before its dispensing for any medically ac-
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cepted indication (as defined in subsection (k)X6)) unless the
system providing for such approval—

“(A) provides response by telephone or other telecommuni-
cation device within 24 hours of a request for prior authori-
zation; and

“(B) except with respect to the drugs on the list referred
to in paragraph (2), provides for the dispensing of at least a
72-hour supply of a covered outpatient prescription drug in
an emergency situation (as defined by the Secretary).

“(6) TREATMENT OF NEW DRUGS.—A State may not exclude for
coverage, subject to prior authorization, or otherwise restrict
any new biological or drug approved by the Food and Drug Ad-
ministration after the date of enactment of this section, for a
period of 6 months after such approval.

“(7) OTHER PERMISSIBLE RESTRICTIONS.—A State may impose
limitations, with respect to all such drugs in a therapeutic
class, on the minimum or maximum quantities per prescription
or on the number of refills, provided such limitations are neces-
sary to discourage waste.

Nothing in this section shall restrict the ability of a State to ad-
dress individual instances of fraud or abuse in any manner author-
ized under the Social Security Act.

“(8) DELAYED EFFECTIVE DATE.—The provisions of paragraph
(9) shall become effective with respect to drugs dispensed under
this title on or after July 1, 1991.

“lte) DENIAL OF FEDERAL FINANCIAL PARTICIPATION IN CERTAIN
Casges.—The Secretary shall provide that no payment shall be made
to a State under section 1903(a) for an innovator multiple-source
drug dispensed on or after July 1, 1991, if, under applicable State
law, a less expensive noninnovator multiple source drug (other than
the innovator multiple-source drug) could have been dispensed.

‘4P PHARMACY REIMBURSEMENT.—

‘1) No REDUCTIONS IN REIMBURSEMENT LIMITS.—(A) During
the period of time beginning on January 1, 1991, and ending on
December 31, 1994, the Secretary may not modify by regulation
the formula used to determine reimbursement limits described
in the regulations under 42 CFR 447.831 through 42 CFR
447.334 (as in effect on the date of the enactment of the Omni-
bus Budget Reconciliation Act of 1990) to reduce such limits for
covered outpatient drugs.

(B) During the period of time described in subparagraph (A),
any State that was in compliance with the regulations de-
scribed in subparagraph (A) may not reduce the limits for cov-
ered outpatient drugs described in subparagraph (A) or dispens-
ing fees for such drugs.

“(2) ESTABLISHMENT OF UPPER PAYMENT LiMITS.—HCFA shall
establish a Federal upper reimbursement limit for each multi-
ple source drug for which the FDA has rated three or more
products therapeutically and pharmaceutically equivalent, re-
gardless of whether all such additional formulations are rated
as such and shall use only such formulations when determining
any such upper limit.

‘&) Drue USe REVIEW.—

‘1) IN GENERAL.—
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“CtA) In order to meet the requirement of section
1903GiX10)(B), a State shall provide, by not later than Janu-
ary 1, 1993, for a drug use review program described in
paragraph (2) for covered outpatient drugs in order to
assure that prescriptions (i) are appropriate, (it) are medi-
cally necessary, and (iti) are not likely to result in adverse
medical results. The program shall be designed to educate
physicians and pharmacists to identify and reduce the fre-
quency of patterns of fraud, abuse, gross overuse, or inap-
propriate or medically unnecessary care, among physicians,
pharmacists, and patients, or associated with specific drugs
or groups of drugs, as well as potential and actual severe
adverse reactions to drugs including education on therapeu-
tic appropriateness, overutilization and underutilization,
appropriate use of generic products, therapeutic duplica-
tion, drug-disease contraindications, drug-drug interactions,
incorrect drug dosage or duration of drug treatment, drug-
allergy interactions, and clinical abuse/misuse.

“(B) The program shall assess data on drug use against
predetermined standards, consistent with the following:

“ti) compendia which shall consist of the following:
“‘) American Hospital Formulary Service Drug
Information;
“D) United States Pharmacopeia-Drug Informa-
tion; and
“II) American Medical Association Drug Eval-
uations; and
“(ii) the peer-reviewed medical literature.

“CC) The Secretary, under the procedures established in
section 1903, shall pay to each State an amount equal to 75
per centum of so much of the sums expended by the State
plan during calendar years 1991 through 1993 as the Secre-
tary determines is attributable to the statewide adoption of
a drug use review program which conforms to the require-
ments of this subsection.

“(D) States shall not be required to perform additional
drug use reviews with respect to drugs dispensed to resi-
dents of nursing facilities which are in compliance with
the drug regimen review procedures prescribed by the Secre-
tary for such facilities in regulations implementing section
1919, currently at section 483.60 of title 42, Code of Federal
Regulations.

“(9) DESCRIPTION OF PROGRAM.—Each drug use review pro-
gram shall meet the following requirements for covered outpa-
tient drugs:

“CA) ProspecTIvE DRUG REVIEW.—(i) The State plan
shall provide for a review of drug therapy before each pre-
scription is filled or delivered to an individual receiving
benefits under this title, typically at the point-cf-sale or
point of distribution. The review shall include screening for
potential drug therapy problems due to therapeutic duplica-
tion, drug-disease contraindications, drug-drug interactions
(including serious interactions with nonprescription or over-
the-counter drugs), incorrect drug dosage or duration of
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drug treatment, drug-allergy interactions, and clinical
abuse/misuse. Each State shall use the compendia and lit-
erature referred to in paragraph (1IXB) as its source of
standards for such review.

“6ii) As part of the State’s prospective drug use
review program under this subparagraph applicable
State law shall establish standards for counseling of
individuals receiving benefits under this title by phar-
macists which includes at least the following:

‘“‘0 The pharmacist must offer to discuss with
each individual receiving benefits under this title
or caregiver of such individual (in person, when-
ever practicable, or through access to a telephone
service which is toll-free for long-distance calls)
who presents a prescription, matters which in the
exercise of the pharmacist’s professional judgment
(consistent with State law respecting the prouvision
of such information), the pharmacist deems signifi-
cant including the following:

“laa) The name and description of the medi-
cation.

“bb) The route, dosage form, dosage, route
of administration, and duration of drug ther-
apy.

“lcc) Special directions and precautions for
preparation, administration and use by the pa-
tient.

“(dd) Common severe side or adverse effects
or interactions and therapeutic contraindica-
tions that may be encountered, including their
avoidance, and the action required if they
occur.

‘“lee) Techniques for self-monitoring drug
therapy.

“ifP Proper storage.

“(gg) Prescription refill information.

“(hh) Action to be taken in the event of a
missed dose.

“0D A reasonable effort must be made by the
pharmacist to obtain, record, and maintain at
least the following information regarding individ-
uals receiving benefits under this title:

“(aa) Name, address, telephone number, date
of birth (or age) and gender.
~ “(bb) Individual history where significant,
including disease state or states, known aller-
gles and drug reactions, and a comprehensive
list of medications and relevant devices.

“lcc) Pharmacist comments relevant to the

) individuals drug therapy.
Nothing in this clause shall be construed as requiring a
Ppharmacist to provide consultation when an individual re-
cetving benefits under this title or caregiver of such indi-
vidual refuses such consultation.
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“(B) RETROSPECTIVE DRUG USE REVIEW.—The program
shall provide, through its mechanized drug claims process-
ing and information retrieval systems (approved by the Sec-
retary under section 1903(r)) or otherwise, for the ongoing
periodic examination of claims data and other records in
order to identify patterns of fraud, abuse, gross overuse, or
inappropriate or medically unnecessary care, among physi-
cians, pharmacists and individuals receiving benefits under
zlhis title, or associated with specific drugs or groups of

rugs.

“C) APPLICATION OF STANDARDS.—The program shall, on
an ongoing basis, assess data on drug use against explicit
predetermined standards (using the compendia and litera-
ture referred to in subsection (1)(B) as the source of stand-
ards for such assessment) including but not limited to mon-
itoring for therapeutic appropriateness, overutilization and
underutilization, appropriate use of generic products, thera-
peutic duplication, drug-disease coniraindications, drug-
drug interactions, incorrect drug dosage or duration of drug
treatment, and clinical abi:se/misuse and, as necessary, in-
troduce remedial strategies, in order to improve the quality
of care and to conserve program funds or personal expendi-
tures.

“D) EbpuUcATIONAL PROGRAM.—The program shall,
through its State drug use review board established under
paragraph (3), either directly or through contracts with ac-
credited health care educational institutions, State medical
societies or State pharmacists associations/societies or other
organizations as specified by the State, and using data pro-
vided by the State drug use review board on common drug
therapy problems, provide for active and ongoing education-
al outreach programs (including the activities described in
paragraph (3XC)(iii) of this subsection) to educate practi-
tioners on common drug therapy problems with the aim of
improving prescribing or dispensing practices.

“(3) STATE DRUG USE REVIEW BOARD.—

“(A) ESTABLISHMENT.—Each State shall provide for the
establishment of a drug use review board (hereinafter re-
ferred to as the ‘DUR Board)) either directly or through a
contract with a private organization.

“B) MeMmBERSHIP.—The membership of the DUR Board
shall include health care professionals who have recognized
knowledge and expertise in one or more of the following:

“G) The clinically appropriate prescribing of covered
oulpatient drugs.
“Gi) The clinically appropriate dispensing and moni-
toring of covered outpatient drugs.
“Gii) Drug use review, evaluation, and intervention.
“Giv) Medical quality assurance.
The membership of the DUR Board shall be made up at
least % but no more than 51 percent licensed and actively
practicing physicians and at least % * * * licensed and ac-
tively practicing pharmacists.
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“C) Actrvities.—The activities of the DUR Board shall
include but not be limited to the following:

“6i) Retrospective DUR as defined in section (2XB).

“lii) Application of standards as defined in section
(2XC).

“liti) Ongoing interventions for physicians and phar-
macists, targeted toward therapy problems or individ-
uals identified in the course of retrospective drug use
reviews performed under this subsection. Intervention
programs shall include, in appropriate instances, at
least:

“) information dissemination sufficient to
ensure the ready availability to physicians and
pharmacists in the State of information concerning
its duties, powers, and basis for its standards;

“dID) written, oral, or electronic reminders con-
taining patient-specific or drug-specific (or both)
information and suggested changes in prescribing
or dispensing practices, communicated in a
manner designed to ensure the privacy of patient-
related information;

“II) use of face-to-face discussions between
health care professionals who are experts in ration-
al drug therapy and selected prescribers and phar-
macists who have been targeted for educational
intervention, including discussion of optimal pre-
scribing, dispensing, or pharmacy care practices,
and follow-up face-to-face discussions; and

“AV) intensified review or monitoring of selected
prescribers or dispensers.

The Board shall re-evaluate interventions after an appro-
priate period of time to determine if the intervention im-
proved the quality of drug therapy, to evaluate the success
of the interventions and make modifications as necessary.
“‘D) AnnvAr REPORT.—Each State shall require the
DUR Board to prepare a report on an annual basis. The
State shall submit a report on an annual basis to the Secre-
tary which shall include a description of the activities of
the Board, including the nature and scope of the prospec-
tive and retrospective drug use review programs, a summary
of the interventions used, an assessment of the impact of
these educational interventions on quality of care, and an
estimate of the cost savings generated as a result of such
program. The Secretary shall utilize such report in evaluat-
ing the effectiveness of each State’s drug use review pro-
gram.
“th) ELECTRONIC CLAIMS MANAGEMENT.—

‘(1) IN GENERAL.—In accordance with chapter 35 of title 44,
United States Code (relating to coordination of Federal infor-
mation policy), the Secretary shall encourage each State agency
to establish, as its principal means of processing claims for cov-
ered outpatient drugs under this title, a point-of-sale electronic
claims management system, for the purpose of performing on-
line, real time eligibility verifications, claims data capture, ad-
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Judication of claims, and assisting pharmacists (and other au-

thorized persons) in applying for and receiving payment.
“(2) ENCOURAGEMENT.—In order to carry out paragraph (1)—
“ltA) for calendar quarters during fiscal years 1991 and

1992, expenditures under the State plan attributable to de-

velopment of a system described in paragraph (1) shall re-

ceive Federal financial participation under section
1903(a)3)A)XV) (at a matching rate of 90 percent) if the

State acquires, through applicable competitive procurement

process in the State, the most cost-effective telecommunica-
tions network and automatic data processing services and
equipment; and

“(B) the Secretary may permit, in the procurement de-

scribed in subparagraph (A) in the application of part 433

of title 42, Code of Federal Regulations, and parts 95, 205,

and 307 of title 45, Code of Federal Regulations, the substi-

tution of the State’s request for proposal in competitive pro-
curement for advance planning and implementation docu-
ments otherwise required.

“(i) ANNUAL REPORT.—

“(1) IN GENERAL.—Not later than May 1 of each year the Sec-
retary shall transmit to the Committee on Finance of the
Senate, the Committee on Energy and Commerce of the House of
Representatives, and the Committees on Aging of the Senate
and the House of Representatives a report on the operation of
this section in the preceding fiscal year.

“(?) DeTAILS.—Each repcrt shall include information on—

“(A) ingredient costs paid under this title for single
source drugs, multiple source drugs, and nonprescription
covered outpatient drugs;

“(B) the total value of rebates received and number of
manufacturers providing such rebates;

“(C) how the size of such rebates compare with the size or
rebates offered to other purchasers of covered outpatient
drugs;

“(D) the effect of inflation on the value of rebates re-
quired under this section;

“(E) trends in prices paid under this title for covered out-
patient drugs; and

“(F) Federal and State administrative costs associated
with compliance with the provisions of this title.

) EXEMPTION OF ORGANIZED HEALTH CARE SETTINGS.—(1) Cov-
ered outpatient drugs dispensed by *** Health Maintenance Organi-
zations, including those organizations that contract under section
1903(m), are not subject to the requirements of this section.

“(2) The State plan shall provide that a hospital (providing medi-
cal assistance under such plan) that dispenses covered outpatient
drugs using drug formulary systems, and bills the plan no more
than the hospital’s purchasing costs for covered outpatient drugs (as
determined under the State plan) shall not be subject to the require-
ments of this section.

“3) Nothing in this subsection shall be construed as providing
that amounts for covered outpatient drugs paid by the institutions

19
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described in this subsection should not be taken into account for
purposes of determining the best price as described in subsection (c).
“(k) DEFINITIONS.—In this section—

‘(1) AVERAGE MANUFACTURER PRICE.—The term ‘average
manufacturer price’ means, with respect to a covered outpatient
drug of a manufacturer for a calendar quarter, the average
price paid to the manufacturer for the drug in the United
States by wholesalers for drugs distributed to the retail phar-
macy class of trade.

“C2) COVERED OUTPATIENT DRUG.—Subject to the exceptions in
paragraph (3), the term ‘covered outpatient drug’ means—

“CA) of those drugs which are treated as prescribed drugs
for purposes of section 1905(a)12), a drug which may be dis-
Dpensed only upon prescription (except as provided in para-
graph (5)), and—

“l) which is approved for safety and effectiveness as
a prescription drug under section 505 or 507 of the Fed-
eral Food, Drug, and Cosmetic Act or which is ap-
proved under section 505(j) of such Act;

“GiXD which was commercially used or sold in the
United States before the date of the enactment of the
Drug Amendments of 1962 or which is identical, simi-
lar, or related (within the meaning of section 310.6(b)1)
of title 21 of the Code of Federal Regulations) to such a
drug, and (II) which has not been the subject of a final
determination by the Secretary that it is a ‘new drug’
(within the meaning of section 201(p) of the Federal
Food, Drug, and Cosmetic Act) or an action brought by
the Secretary under section 301, 30%a), or 304(a) of
such Act to enforce section 502(P) or 505(a) of such Act;
or

“6GuiXI) which is described in section 107(c)3) of the
Drug Amendments of 1962 and for which the Secretary
has determined there is a compelling justification for
its medical need, or is identical, similar, or related
(within the meaning of section 310.6(b)1) of title 21 of
the Code of Federal Regulations) to such a drug, and
(ID for which the Secretary has not issued a notice of
an opportunity for a hearing under section 505(e) of the
Federal Food, Drug, and Cosmetic Act on a proposed
order of the Secretary to withdraw approval of an ap-
plication for such drug under such section because the
Secretary has determined that the drug is less than ef-
fective for some or all conditions of use prescribed, rec-
ommended, or suggested in its labeling; and

“(B) a biological product, other than a vaccine which—

“(i) may only be dispensed upor. prescription,

“(i) is licensed under section 351 of the Public
Health Service Act, and

“(iti) is produced at an establishment licensed under
such section to produce such product; and

“C) insulin certified under section 506 of the Federal
Food, Drug, and Cosmetic Act.
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“3) Lmvrring DEFINITION.—The term. ‘covered outpatient
drug’ does not include any drug, biological product, or insulin
provided as part of, or as tncident to and in the same setting as,
any of the following (and for which payment may be made
under this title as part of payment for the following and not as
direct reimbursement for the drug):

“(A) Inpatient hospital services.

“(B) Hospice services.

“lC) Dental services, except that drugs for which the
State plan authorizes direct reimbursement to the dispens-
ing dentist are covered outpatient drugs.

“(D) Physicians services.

“(E) Outpatient hospital services * * * *emergency rcom
visits.

“(F) Nursing facility sevices.

“(G) Other laboratory and x-ray services.

“(H) Renal dialysis.

Such term also does not include any such drug or product
which is used for a medical indication which is not a medically
accepted indication.

“l4) NoNPRESCRIPTION DRUGS.—If a State plan for medical
assistance under this title includes coverage of prescribed drugs
as described in section 1905(a)(12) and permits coverage of drugs
which may be sold without a prescription (commonly referred to
as ‘over-the-counter’ drugs), if they are prescribed by a physician
(or other person authorized to prescribe under State law), such a
drug shall be regarded as a covered outpatient drug.

“5) MANUFACTURER.—The term ‘manufacturer’ means any
entity which is engaged in—

“CA) the production, preparation, propagation, compound-
ing, conversion, or processing of prescription drug products,
either directly or indirectly by extraction from substances of
natural origin, or independently by means of chemical syr-
thesis, or by a combination of extraction and chemical syn-
thesis, or

“(B) in the packaging, repackaging labeling, relabeling,
or distribution of prescription drug products.

Such term does not include a wholesale distributor of drugs or
a retail pharmacy licensed under State law.

“6) MEDICALLY ACCEPTED INDICATION.—The term ‘medically
accepted indication’ means any use for a covered outpatient
drug which is approved under the Federal Food, Drug, and Cos-
metic Act, which appears in peer-reviewed medical literature or
which is accepted by one or more of the following compendia:
the American Hospital Formulary Service-Drug Information,
the American Medical Association Drug Evaluations, and the
United States Pharmacopeia-Drug Information.

“(?) MULTIPLE SOURCE DRUG; INNOVATOR MULTIPLE SOURCE
DRUG; NONINNOVATOR MULTIPLE SOURCE DRUG; SINGLE SOURCE
DRUG.—

“(A) DEFINED.—

“G) MurLtipLE SOURCE DRUG.—The term ‘multiple
source drug’ means, with respect to a calendar quarter,
a covered outpatient drug (not including any drug de-
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scribed in paragraph (5)) for which there are 2 or more
drug products which—

“‘D are rated as therapeutically equivalent
(under the Food and Drug Administration’s most
recent publication of ‘Approved Drug Products
with Therapeutic Equivalence Evaluations’),

“(ID except as provided in subparagraph (B), are
pharmaceutically equivalent and bioequivalent, as
defined in subparagraph (C) and as determined by
the Food and Drug Administration, and

‘“IID are sold or marketed in the State during
the period.

“tii) INNOVATOR MULTIPLE SOURCE DRUG.—The term
‘innovator multiple source drug’ means a multiple
source drug that was originally marketed under an
original new drug application approved by the Food
and Drug Administration.

“(iii) NONINNOVATOR MULTIPLE SOURCE DRUG.—The
term ‘noninnovator multiple source drug’ means a mul-
tiple source drug that is not an innovator multiple
source drug.

“liv) SINGLE SOURCE DRUG.—The term ‘single source
drug’ means a covered outpatient drug which is pro-
duced or distributed under an original new drug appli-
cation approved by the Food and Drug Administration,
including a drug product marketed by any cross-li-
censed producers or distributers operating under the
new drug application.

‘(B) ExceptioN.—Subparagraph (A)G)II) shall not apply
if the Food and Drug Administration changes by regulation
the requirement that, for purposes of the publication de-
scribed in subparagraph (A)G)XD), in order for drug products
to be rated as therapeutically equivalent, they must be
pharmaceutically equivalent and bioequivalent, as defined
in subparagraph (C).

“C) DEFINITIONS.—For purposes of this paragraph—

“() drug products are pharmaceutically equivalent if
the products contain identical amounts of the same
active drug ingredient in the same dosage form and
meet compendial or other applicable standards of
strength, quality, purity, and identity;

‘(i) drugs are bioequivalent if they do not present a
known or potential bioequivalence problem, or, if they
do present such a problem, they are shown to meet an
appropriate standard of bioequivalence; and

“@i1s) a drug product is considered to be sold or mar-
keted in a State if it appears in a published national
listing of average wholesale prices selected by the Secre-
tary, provided that the listed product is generally
available to the public through retail pharmacies in
that State.

“8) STATE AGENCY.—The term ‘State agency’ means the
agency designated under section 1902(aX5) to administer or su-
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pervis"e the administration of the State plan for medical assist-
ance.”.
(b) FunpING.—

(1) DRUG USE REVIEW PROGRAMS.—Section 1903(a)3) (42
U.S.C. 1936b(aX3)) is amended—

(A) by striking “plus” at the end of subparagraph (C) and
inserting “‘and’, and

(B)h by adding at the end the following new subpara-
graph:

‘!(’D) 75 percent of so much of the sums expended by the
State plan during a quarter in 1991, 1992, or 1993, as the
Secretary determines is attributable to the statewide adop-
tion of a drug use review program which conforms to the
requirements of section 1927(g); plus”.

(2) TEMPORARY INCREASE IN FEDERAL MATCH FOR ADMINIS-
TRATIVE COSTS.—The per centum to be applied under section
1903(aX?) of the Social Security Act for amounts expended
during calendar quarters in fiscal year 1991 which are attribut-
able to administrative activities necessary to carry out section
1927 (other than subsection (g)) of such Act shall be 75 percent,
rather than 50 percent; after fiscal year 1991, the match shall
revert back to 50 percent.

(c) DEMONSTRATION PROJECTS.—

(1) PROSPECTIVE DRUG UTILIZATION REVIEW.—

(A) The Secretary of Health and Human Services shall
provide, through competitive procurement by not later than
January 1, 1992, for the establishment of at least 10 state-
wide demonstration projects to evaluate the efficiency and
cost-effectiveness of prospective drug utilization review (as a
component of on-line, real-time electronic point-of-sales
claims management) in fulfilling patient counseling and in
reducing costs for prescription drugs.

(B) Each of such projects shall establish a central elec-
tronic repository for capturing, storing, and updating pro-
spective drug utilization review data and for providing
access to such data by participating pharmacists (and other
authorized participants).

(C) Under each project, the pharmacist or other author-
ized participant shall assess the active drug regimens of re-
cipients in terms of duplicate drug therapy, therapeutic
overlap, allergy and cross-sensitivity reactions, drug interac-
tions, age precautions, drug regiment compliance, prescrib-
ing limits, and other appropriate elements.

(D) Not later than January 1, 1994, the Secretary shall
submit to Congress a report on the demonstration projects
conducted under this paragraph.

(2) DEMONSTRATION PROJECT ON COST-EFFECTIVENESS OF REIM-
BURSEMENT FOR PHARMACISTS' COGNITIVE SERVICES.—

(A) The Secretary of Health and Human Services shall
conduct a demonstration project to evaluate the impact on
quality of care and cost-effectiveness of paying pharmacists
under title XIX of the Social Security Act, whether or not a
drug is dispensed, for drug use review services. For this pur-
Dpose, the Secretary shall provide for no fewer than 5 dem-
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onstration sites in different States and the participation of
a significant number of pharmacists.

(B) Not later than January 1, 1995, the Secretary shall
submit a report to the Congress on the results of the demon-
stration project conducted under subparagraph (A).

(d) StupIES.—

(1) STUDY OF DRUG PURCHASING AND BILLING ACTIVITIES OF
VARIOUS HEALTH CARE SYSTEMS.—

(A) The Comptroller General shall conduct a study of the
drug purchasing and billing practices of hospitals, other in-
stitutional facilities, and managed care plans which pro-
vide covered outpatient drugs in the medicaid program.
The study shall compare the ingredient costs of drugs for
medicaid prescriptions to these facilities and plans and the
charges billed to medical assistance programs by these fa-
cilities and plans compared to retail pharmacies.

(B) The study conducted under this subsection shall in-
clude an assessment of—

(i) the prices paid by these institutions for covered
outpatient drugs compared to prices that would be paid
under this section,

(ii) the quality of outpatient drug use review provid-
ed by these institutions as compared to drug use review
required under this section, and

(iii) the efficiency of mechanisms used by these insti-
tutions for billing and receiving payment for covered
outpatient drugs dispensed under this title.

(C) By not later than May 1, 1991, the Comptroller Gener-
al shall report to the Secretary of Health and Human Serv-
ices (hereafter in this section referred to as the “Secretary’),
the Committee on Finance of the Senate, the Committee on
Energy and Commerce of the House of Representatives, and
the Committees on Aging of the Senate and the House of
Representatives on the study conducted under subpara-
graph (A).

(2) REPORT ON DRUG PRICING.—By not later than May 1 of
each year, the Comptroller General shall submit to the Secre-
tary, the Committee on Finance of the Senate, the Committee on
Energy and Commerce of the House of Representatives, and the
Committees on Aging of the Senate and House of Representa-
tives an annual report on changes in prices charged by manu-
facturers for prescription drugs to the Department of Veterans
Affairs, other Federal programs, retail and hospital pharma-
cies, and other purchasing groups and managed care plans.

(3) STUDY ON PRIOR APPROVAL PROCEDURES.—

(A) The Secretary, acting in consultation with the Comp-
troller General, shall study prior approval procedures uti-
lized by State medical assistance programs conducted under
title XIX of the Social Security Act, including—

(i) the appeals provisions under such programs; and

(ii) the effects of such procedures on beneficiary and
provider access to medications covered under such pro-
grams.
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(B) By not later than December 31, 1991, the Secretary
and the Comptroller General shall report to the Committee
on Finance of the Senate, the Committee on Energy and
Commerce of the House of Representatives, and the Com-
mittees on Aging of the Senate and the House of Represent-
atives on the results of the study conducted under subpara-
graph (A) and shall make recommendations with respect to
which procedures are appropriate or inappropriate to be uti-
lized by State plans for medical assistance.

(4) STUDY ON REIMBURSEMENT RATES TO PHARMACISTS.—

(A) The Secretary shall conduct a study on (i) the adequa-
¢y of current reimbursement rates to pharmacists under
each State medical assistance programs conducted under
title XIX of the Social Security Act; and (ii) the extent to
which reimbursement rates under such programs have an
effect on beneficiary access to medications covered and
pharmacy services under such programs.

(B) By not later than December 31, 1991, the Secretary
shall report to the Committee on Finance of the Senate, the
Committee on Energy and Commerce of the House of Repre-
sentatives, and the Committees on Aging of the Senate and
the House of Representatives on the results of the study
conducted under subparagraph (A).

(5) STUDY OF PAYMENTS FOR VACCINES.—The Secretary of
Health and Human Services shall undertake a study of the re-
lationship between State medical assistance plans and Federal
and State acquisition and reimbursement policies for vaccines
and the accessibility of vaccinations and immaunization to chil-
dren provided under this title. The Secretary shall report to the
Congress on the Study not later than one year after the date of
the enactment of this Act.

(6) STUDY ON APPLICATION OF DISCOUNTING OF DRUGS UNDER
MEDICARE.—The Comptroller General shall conduct a study ex-
amining methods to encourage providers of items and services
under title XVIII of the Social Security Act to negotiate dis-
counts with suppliers of prescription drugs to such providers.
The Comptroller General shall submit to Congress a report on
such study no later than 1 year after the date of enactment of
this subsection.

SEC. 4402. REQUIRING MEDICAID PAYMENT OF PREMIUMS AND COST-SHAR-
ING FOR ENROLLMENT UNDER GROUP HEALTH PLANS WHERE
COST-EFFECTIVE.

(a) IN GENERAL.—Title XIX (42 U.S.C. 1396 et seq.) is amended—

(1) in section 1902(a)(25) (42 U.S.C. 1396a(a)25))—

(A) by striking “and” at the end of subparagraph (E),

(B) by adding “and’’ at the end of subparagraph (F), and

(C) by adding at the end the following new subpara-

ph:

“QG) that the State plan shall meet the requirements of
section 1906 (relating to enrollment of individuals under
group health plans in certain cases);”; and

(2) by inserting after section 1905 the following new section:
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“ENROLLMENT OF INDIVIDUALS UNDER GROUP HEALTH PLANS

“SEc. 1906. (a) For purposes of section 1902(a)25)(G) and subject
to subsection (d), each State plan—

“(1) shall implement guidelines established by the Secretary,
consistent with subsection (b), to identify those cases in which
enrollment of an individual otherwise entitled to medical as-
sistance under this title in a group health plan (in which the
individual is otherwise eligible to be enrolled) is cost-effective
(as defined in subsection (e)(2));

“0®) shall require, in case of an individual so identified and
as a condition of the individual being or remaining eligible for
medical assistance under this title and subject to subsection
(b)(2), notwithstanding any other provision of this title, that the
individual (or in the case of a child, the child’s parent) apply
for enrollment in the group health plan; and

“(3) in the case of such enrollment (except as provided in sub-
section (c)1)XB)), shall provide for payment of all enrollee premi-
ums for such enrollment and all deductibles, coinsurance, and
other cost-sharing obligations for items and services otherwise
covered under the State plan under this title (exceeding the
amount otherwise permitted under section 1916), and shall treat
coverage under the group health plan as a third party liability
(under section 1902(a)(25)).

“b)(1) In establishing guidelines under subsection (a)(1), the Secre-
tary shall take into account that an individual may only be eligible
to enroll in group health plans at limited times and only if other
individuals (not entitled to medical assistance under the plan) are
also enrolled in the plan simultaneously.

“2) If a parent of a child fails to enroll the child in a group
health plan in accordance with subsection (aX2), such failure shall
not affect the child’s eligibility for benefits under this title.

“tcX1XA) In the case of payments of premiums, deductibles, coin-
surance, and other cost-sharing obligations under this section shall
be considered, for purposes of section 1903(a), to be payments for
medical assistance.

“(B) If all members of a family are not eligible for medical assist-
ance under this title and enrollment of the members so eligible in a
group health plan is not possible without also enrolling members
not so eligible—

“G) payment of premiums for enrollment of such other mem-
bers shall be treated as payments for medical assistance for eli-
gible individuals, if it would be cost-effective (taking into ac-
count payment of all such premiums), but
a) payment of deductibles, coinsurance, and other cost-shar-
ing obligations for such other members shall not be treated as
payments for medical assistance for eligible individuals.

“%) The fact that an individual is enrolled in a group health
plan under this section shall not change the individual’s eligibility
for benefits under the State plan, except insofar as section
1902(a)(25) provides that payment for such benefits shall first be
made by such plan.

“dX1) In the case of any State which is providing medical assist-
ance to its residents under a waiver granted under section 1115, the
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Secretary shall require the State to meet the requirements of this
section in the same manner as the State would be required to meet
such relquirement if the State had in effect a plan approved under
this title.

“(2) This section, and section 1902(aX25XG), shall only apply to a
State that is one of the 50 States or the District of Columbia.

“(e) In this section:

“(1) The term ‘group health plan’ has the meaning given such
term in section 5000(b)(1) of the Internal Revenue Code of 1986,
and includes the provision of continuation coverage by such a
plan pursuant to title XXII of the Public Health Service Act,
section 4980B of the Internal Revenue Code of 1986, or title VI
of the Employee Retirement Income Security Act of 197}4.

“(2) The term ‘cost-effective’ means, as established by the Sec-
retary, that the reduction in expenditures under this title with
respect to an individual who is enrolled in a group health plan
is likely to be greater than the additional expenditures for pre-
miums and cost-sharing required under this section with respect
to such enrollment.”.

(b) TREATMENT OF ERRONEOUS EXCESS PAYMENTS FOR MEDICAL
AsSISTANCE.—Section 1903w )(1)(C)iv) (42 U.S.C. 1396b(uw)(1)(C)iv)) is
amended by inserting before the period at the end the following: “or
with respect to payments made in violation of section 1906

(c) OPTIONAL MINIMUM 6-MoNTH ELIGIBILITY.—Section 1902(e) (42
US.C. 1896a(e) is amended by adding at the end the following new
paragraph:

“C11)(A) In the case of an individual who is enrolled with a group
health plan under section 1906 and who would (but for this para-
graph) lose eligibility for benefits under this title before the end of
the minimum enrollment period (defined in subparagraph (B)), the
State plan may provide, notwithstanding any other provision of this
title, that the individual shall be deemed to continue to be eligible
for such benefits until the end of such minimum period, but only
with respect to such benefits provided to the individual as an en-
rollee of such plan.

“B) For purposes of subparagraph (A), the term ‘minimum enroll-
ment period’ means, with respect to an individual’s enrollment with
a group health plan, a period established by the State, of not more
than 6 months beginning on the date the individual’s enrollment
under the plan becomes effective.”.

(d) CONFORMING AMENDMENTS.— _

(1) Section 1902(a)10) (42 U.S.C. 1396a(a)10)) is amended in
the matter following subparagraph (E)—

(A) by striking “and’” at the end of subdivision (IX);
(B) by inserting “and” at the end of subdivision (X); and
(C) by adding at the end the following new subdivision:
“XD the making available of medical assistance
to cover the costs of premiums, deductibles, coin-
surance, and other cost-sharing obligations for cer-
tain individuals for private health coverage as de-
scribed in section 1906 shall not, by reason of para-
graph (10), require the making available of any
such benefits or the making avatlable of services of
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the same amount, duration, and scope of such pri-
vate coverage to any other individuals;”.

(2) Section 1905(a) (42 U.S.C. 1396d(a)) is amended by adding
at the end the following: “The payment described in the first
sentence may include expenditures for medicare cost-sharing
and for premiums under part B of title XVIII for individuals
who are eligible for medical assistance under the plan and (A)
are receiving aid or assistance under any plan of the State ap-
proved under title I, X, XIV, or XVI, or part A of title IV, or
with respect to whom supplemental security income benefits are
being paid under title X VI, or (B) with respect to whom there is
being paid a State supplementary payment and are eligible for
medical assistance equal in amount, duration, and scope to the
medical assistance made available to individuals described in
section 1902(aX10XA), and, except in the case of individuals 65
years of age or older and disabled individuals entitled to health
insurance benefits under title XVIII who are not enrolled under
part B of title XVIII, other insurance premiums for medical or
any other type of remedial care or the cost thereof.”.

(3) Section 1903(aX1) (42 US.C. 1396b(aX1)) is amended by
striking ‘(including expenditures for” and all that follows
through ‘“or the cost thereof)’.

(e) EFFecTIVE DATE.—(1) The amendments made by this section
apply (except as provided under paragraph (2)) to payments under
title XIX of the Social Security Act for calendar quarters beginning
on or after January 1, 1991, without regard to whether or not final
regulations to carry out such amendments have been promulgated
by such date.

(2) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation authorizing or appropriating funds) in order for the plan
to meet the additional requirements imposed by the amendments
made by subsection (a), the State plan shall not be regarded as fail-
ing to comply with the requirements of such title solely on the basis
of its failure to meet this additional requirement before the first day
of the first calendar quarter beginning after the close of the first
regular session of the State legislature that begins after the date of
the enactment of this Act. For purposes of the previous sentence, in
the case of a State that has a Z-year legislative session, each year of
such session shall be deemed to be a separate regular session of the
State legislature.

PART 2—PROTECTION OF LOW-INCOME MEDICARE
BENEFICIARIES

SEC. 4501. PHASED-IN EXTENSION OF MEDICAID PAYMENTS FOR MEDICARE
PREMIUMS FOR CERTAIN INDIVIDUALS WITH INCOME BELOW
120 PERCENT OF THE OFFICIAL POVERTY LINE,

(a) 1-YEAR ACCELERATION OF Buy-IN oF Premiums AND COST
SHARING FOR QUALIFIED MEDICARE BENEFICIARIES UP TO 100 PER-
CENT OF POVERTY LINE.—Section 1905(p)(2) (42 U.S.C. 1396d(p)(2)) is
further amended—
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(1) in subparagraph (B)—

(A) by adding “and” at the end of clause (ii);

(B) in clause (iii), by striking “95 percent, and’ and in-
serting ‘100 percent.’’: and

(C) by striking clause (iv): and

(2) in subparagraph (C)—

(A) in clause (iii), by striking “90” and inserting “95"

(B) by adding “and” at the end of clause (iii);

(C) in clause (iv), by striking “95 percent, and” and in-
serting ‘100 percent.”: and

(D) by striking clause (v).

(b)  ENTITLEMENT.—Section 1902(aX10XE) 42 US.C
1395b(aX10XEXii) is amended—

(1) by striking *, and” at the end of clause (i) and inserting a
semicolon;

(2) by adding “and” at the end of clause (ii); and

(3) by adding at the end the following new clause:

“Giii) for making medical assistance available for
medicare cost sharing described in  section
1905(pX3XAXii) subject to section 1905(p)4), for individ-
uals who would be qualified medicare beneficiaries de-
scribed in section 1905(pX1) but for the fact that their
income exceeds the income level established by the
State under section 1905(p)2) but is less than 110 per-
cent in 1993 and 1994, and 120 percent in 1995 and
years thereafter of the official poverty line (referred to
in such section) for a family of the size involved;”,

(c) APPLICATION IN CERTAIN STATES AND TERRITORIES.—Section
1905(X4) (42 U.S.C. 1396d(p)(4) is amended—

(1) in subparagraph (B), by inserting ‘“or 1902(a)10XE)Gii)"”

after “subparagraph (B)”, and

(2) by adding at the end the following:
“In the case of any State which is providing medical assistance to
its residents under a waiver granted under section 1115, the Secre-
tary shall require the State to meet the requirement of section
1902(aX10XE) in the same manner as the State would be required to
meet such requirement if the State had in effect a plan approved
under this title.”

(d) CoNFORMING AMENDMENT.—Section 1843(h) (42 U.S.C.
1395;)l(h)) is amended by adding at the end the following new para-
graph:

‘}Z?) In this subsection, the term ‘qualified medicare beneficiary’
also includes an individual described in section 1902(a)(10)EXiii).”

(e) DELaY IN CounTING SociaL SEcURITY COLA INCREASES UNTIL
NEew PovErTY GUIDELINES PUBLISHED.—

(1) IN GENERAL.—Section 1905(p) is amended—

(A) in paragraph (1)B), by inserting *, except as provided
in paragraph (2XD)” after ‘supplementary social security
income program’’, and ]

(B) by adding at the end of paragraph (2) the following
new subparagraph: ]

‘(D)) In determining under this subsection the income of an in-
dividual who is entitled to monthly insurance benefits under title II
for a transition month (as defined in clause (ii)) in a year, such
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income shall not include any amounts attributable to an increase in
the level of monthly insurance benefits payable under such title
which have occurred pursuant to section 215(i) for benefits payable
for months beginning with December of the previous year.

“Gi) For purposes of clause (i), the term ‘transition month’ means
each month in a year through the month following the month in
which the annual revision of the official poverty line, referred to in
subparagraph (A), is published.”’.

(2) CONFORMING AMENDMENTS.—Section 1902(m) (42 U.S.C.
1396a(m)) is amended—

(A) in paragraph (1)(B), by inserting *, except as provided
in paragraph (2)C)” after ‘“‘supplemental security income
program’”, and

(B) by adding at the end of paragraph (2) the following
new subparagraph:

“C) The provisions of section 1905(p)(2)XD) shall apply to determi-
nations of income under this subsection in the same manner as they
apply to determinations of income under section 1905(p).”.

() EFFECTIVE DATE.—The amendments made by this section shall
apply to calendar quarters beginning on or after January 1, 1991,
without regard to whether or not regulations to implement such
amendments are promulgated by such date; except that the amend-
ments made by subsection (e) shall apply to determinations of
income for months beginning with January 1991.

PART 3—IMPROVEMENTS IN CHILD HEALTH

SEC. 4601. MEDICAID CHILD HEALTH PROVISIONS.
(a) PHASED-IN MANDATORY COVERAGE OF CHILDREN UP TO 100
PERCENT OF POVERTY LEVEL.—
(1) IN GENERAL.—Section 1902 (42 U.S.C. 1396a) is amended—
(A) in subsection (a)(10)(AXi)—
(1) by striking “or” at the end of subclause (V),
(ii) by striking the semicolon at the end of subclause
(VI) and inserting “, or”’, and
(iit) by adding at the end the following new sub-
clause:

“CVII) who are described in subparagraph (D) of
subsection (J(1) and whose family income does not
exceed the income level the State is required to es-
tablish under subsection ((2XC) for such a
family;”;

_(B) in subsection (a)10)AXii)IX), by striking “or clause
(XVID)” and inserting “, clause (iIXVI), or clause G)(VID):
(¥, in)subsection H)—
(i) in subparagraph (C) of paragraph (1) by insertin,
“children” after “(g)’i' f paragraph (1) by &
(i)) by striking subparagraph (D) of paragraph (1)
and inserting the following:
“(D) children born after September 30, 1983, who have at-
tained 6 years of age but have not attained 19 years of age,”
(iit) by striking subparagraph (C) of paragraph (%)
and inserting the following:
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“(O) For purposes of paragraph (1) with respect to individuals de-
scribed in subparagraph (D) of that paragraph, the State shall es-
tablish an income level which is equal to 100 percent of the income
official poverty line described in subparagraph (A) applicable to a

family of the size involved.””
iv in  paragraph  (3) by inserting
(aX10XAXiXVID),” after “(aX10XA)XiX VD)
(v) in paragraph (4}XA), by inserting “or subsection
(@XIOXAXIXVID” after “(aX10XA)GXVID)”: and
(vi) in paragraph (4XB), by striking ‘or
(@X10XAXiXVD)” “ and inserting “(a@)10XA)G)VI), or
(@X10XAXiXVID: and
(D) in subsection (rX2XA), by inserting “(a)X10XA)iXVIL),”
after “(aX10XA)XVD),”,

(2) CONFORMING AMENDMENT TO QUALIFIED CHILDREN.—Sec-
tion 1905(nX2) (42 U.S.C. 1396d(nX2)) is amended by striking
“age of 7 (or any age designated by the State that exceeds 7 but
does not exceed 8)” and inserting “age of 19”.

(3) ADDITIONAL CONFORMING AMENDMENTS.—

(A) Section 1903(fX4) of such Act (42 U.S.C. 1396b(PI4) is

£

amended—
(1) by striking “1902(aX10XAXiXIV),” and inserting
“1902(a X10XA ) )XIID), 1902(a)(10)(A))IV),

1902(aX10XAXiXV),”, and
(ti) by inserting “1902aX10)XA)CXVID,” after
“1902(aX10XA)XGXVD),”.

(B) Subsections (@aX3XC) and (bY3XCXi) of section 1925 of
such Act (42 US.C. 1396r-6), as amended by section
6411GX3) of the Omnibus Budget Reconciliation Act of
1989, are each amended by inserting ‘“G)VID,” after
u(i )(W)n

(%) EFFeECTIVE DATE.—(1) The amendments made by this subsec-
tion apply (except as otherwise provided in this subsection) to pay-
ments under title XIX of the Social Security Act for calendar quar-
ters beginning on or after July 1, 1991, without regard to whether or
not final regulations to carry out such amendments have been pro-
mulgated by such date.

(2) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation authorizing or appropriating funds) in order for the plan
to meet the additional requirements imposed by the amendments
made by this subsection, the State plan shall not be regarded as
failing to comply with the requirements of such title solely on the
basis of its failure to meet these additional requirements before the
first day of the first calendar quarter beginning after the close of
the first regular session of the State legislature that begins after the
date of the enactment of this Act. For purposes of the previous sen-
tence, in the case of a State that has a Z-year legislative session,
each year of such session shall be deemed to be a separate regular
session of the State legislature.
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SEC. 4602. MANDATORY USE OF OUTREACH LOCATIONS OTHER THAN WEL-
FARE OFFICES.

(a) IN GENERAL.—Section 1902(a) of the Social Security Act (42
US.C. 1396a(a)), as amended by section 4401(aX2) of this title, is
amended—

(1) by striking “and” at the end of paragraph (53),

(2) by striking the period at the end of paragraph (54) and in-
serting ‘; and’’, and

(3) by inserting after paragraph (54) the following new para-

aph:

“(55) provide for receipt and initial processing of applications
of individuals for medical assistance under subsection
(@X10(A)GXIV), @1)AXXVI), (@10XA)GNVID), or
(@(1O(AXT)IX)—

“CA) at locations which are other than those used for the

receipt and processing of applications for aid under part A

of title IV and which include facilities defined as dispro-

portionate share hospitals under section 1923(a)1XA) and

Federally-qualified health centers described in section

1905(1)2XB), and

“(B) using applications which are other than those used
for applications for aid under such part.”.

(b) EFrFecTivE DATE.—The amendments made by subsection (a)
apply to payments under title XIX of the Social Security Act for cal-
endar quarters beginnirg on or after July 1, 1991, without regard to
whether or not final regulations to carry out such amendments have
been promulgated by such date.

SEC. 4603. MANDATORY CONTINUATION OF BENEFITS THROUGHOUT PREG-
NANCY OR FIRST YEAR OF LIFE.

d(a) IN GENERAL.—Section 1902(¢) (42 U.S.C. 1396a(e)) is amend-

e —

(1) in the first sentence of paragraph (}), by inserting ‘(or
would remain if pregnant)” after “remains’: and

(2) in paragraph (6)—

) (A‘)‘Ibg:’ striking “At the option of a State, in” and insert-

ing “In’’;

(B) by striking ‘“the State plan may nonetheless treat the
woman as being” and inserting “the woman shall be
deemed to continue to be’: and

(C) by adding at the end the following new sentence:
“The preceding sentence shall not apply in the case of a
woman who has been provided ambulatory prenatal care
pursuant to section 1920 during a presumptive eligibility
period and is then, in accordance with such section, deter-
mined to be ineligible for medical assistance under the
State plan.”.

(b) EFFECTIVE DATE.—

(1) INFANTS.—The amendment made by subsection (a)1) shall
apply to individuals born on or after January 1, 1991, without
regard to whether or not final regulations to carry out such
amendment have been promulgated by such date.

(2) PREGNANT WOMEN.—The amendments made by subsection
(aX2) shall apply with respect to determinations to terminate
the eligibility of women, based on chenge of income, made on or
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after January 1, 1991, without regard to whether or not final
regulations to carry out such amendments have been promulgat-
ed by such date.
SEC. 4604. ADJUSTMENT IN PAYMENT FOR HOSPITAL SERVICES FURNISHED
TO LOW-INCOME CHILDREN UNDER THE AGE OF 6 YEARS.

(@) IN GENERAL.—Section 1902 (42 U.S.C. 1396a) is amended by
adding at the end the following new subsection:

“(s) In order to meet the requirements of subsection (a)55), the
State plan must provide that payments to hospitals under the plan
for inpatient hospital services furnished to infants who have not at-
tained the age of 1 year, and to children who have not attained the
age of 6 years and who receive such services in a disproportionate
share hospital described in section 1923(bX1), shall—

“(1) if made on a prospective basis (whether per diem, per
case, or otherwise) provide for an outlier adjustment in payment
amounts for medically necessary inpatient hospital services in-
volving exceptionally high costs or exceptionally long lengths of
stay,

“2) not be limited by the imposition of day limits with re-
spect to the delivery of such services to such individuals, and

“43) not be limited by the imposition of dollar limits (other
than such limits resulting from prospective payments as adjust-
ed pursuant to paragraph (1)) with respect to the delivery of
such services to any such individual who has not attained their
first birthday (or in the case of such an individual who is an
inpatient on his first birthday until such individual is dis-
charged).”.

(b) CONFORMING AMENDMENT.—Section 1902a) (42 U.S.C.
1396a(a)), as amended by section 4401(aX2), is further amended—

(1) by striking “and’ at the end of paragraph (53);

(2) by striking the period at the end of paragraph (54)
and by inserting “; and’; and

(3) by inserting after paragraph (54) and before the end
matter the following new paragraph:

“(565) provide, in accordance with subsection (s), for adjusted
payments for certain inpatient hospital services.”.

(c) ProuiBrTioON ON WaIver.—Section 1915() (42 U.S.C. 1396n(b))
is amended in the matter preceding paragraph (1) by inserting
“(other than subsection (s))” after “Section 1902".

(d) EFrectIVE DATE.—(1) The amendments made by this subsec-
tion shall become effective with respect to payments under title XIX
of the Social Security Act for calendar quarters beginning on or
after July 1, 1991, without regard to whether or not final regula-
(tiigns to carry out such amendments have been promulgated by such

te.

(2) In the case of a State plan for medical assistance under
title XIX of the Social Security Act which the Secretary of
Health and Human Services determines requires State legisla-
tion (other than legislation authorizing or appropriating funds)
in order for the plan to meet the additional requirements im-
posed by the amendments made by this subsection, the State
plan shall not be regarded as failing to comply with the re-
quirements of such title solely on the basis of its failure to meet
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these additional requirements before the first day of the first
calendar quarter beginning after the close of the first regular
session of the State legislature that begins after the date of the
enactment of this Act. For purposes of the previous sentence, in
the case of a State that has a 2-year legislative session, each
year of such session shall be deemed to be a separate regular
session of the State legislature.

SEC. 4605. PRESUMPTIVE ELIGIBILITY.

(a) EXTENSION OF PREsumpTIVE ELIGIBILITY PERIOD.—Section
1920 (42 U.S.C. 1396r-1) is amended—

(1) in subsection (b)1)(B)—

(A) by adding “or” at the end of clause (1),
(B) by striking clause (i), and
(C) by amending clause (iii) to read as follows:

“Gi) in the case of a woman who does not file an ap-
plication by the last day of the month following the
month during which the provider makes the determi-
nation referred to in subparagraph (A), such last day;
and’’: and

(2) in subsections (cX2XB) and (cX3), by striking “within 14
calendar days after the date on which” and inserting “by not
later than the last day of the month following the month
during which’.

(b) FLEXIBILITY IN APPLICATION.—Section 1920(c)X3) (42 US.C.
1396r-1(c)X3) is amended by inserting before the period at the end
the following: “ which application may be the application used for
the receipt of medical assistance by individuals described in section
1902((1XA)™.

(c) EFFeECTIVE DATES.—

(1) The amendments made by subsection (a) apply to payments
under title XIX of the Social Security Act for calendar quarters
beginning on or after July 1, 1991, without regard to whether or
not final regulations to carry out such amendments have been
promulgated by such date.

(2) The amendment made by subsection (b) shall be effective
as if included in the enactment of section 9407(b) of the Omni-
bus Budget Reconciliation Act of 1986.

SEC. 4606. ROLE IN PATERNITY DETERMINATIONS.

(a) IN GENERAL.—Section 1912a)1)(B) (42 U.S.C. 1396k(a)1)(B)) is
amended by inserting ‘the individual is described in section
1902((1XA) or” after “‘unless (in either case)”.

(b) ErrecTivE DATE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 4607. RE};Z?ITO x]gD TRANSITION ON ERRORS IN ELIGIBILITY DETERMI-

(a) REPORT.—The Secretary of Health and Human Services shall
report to Congress, by not later than July 1, 1991, on error rates by
States in determining eligibility of individuals described in sub-
paragraph (A) or (B) of section 1902(1(1) of the Social Security Act
for medical assistance under plans approved under title XIX of

such Act. Such report may include data for medical assist ro-
vided before July 1, 1989. f istance p
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(b) ERROR RATE TrRANSITION.—There shall not be taken into ac-
count, for purposes of section 1903(w) of the Social Security Act, pay-
ments and expenditures for medical assistance which—

(1) are attributable to medical assistance for individuals de-
;cribed c;'n subparagraph (A) or (B) of section 1902()1) of such

ct, an

(2) are made on or after July 1, 1989, and before the first cal-
endar quarter that begins more than 12 months after the date
of submission of the report under subsection (a).

PART 4—MISCELLANEQUS
Subpart A—Payments

SEC. 4701. STATE MEDICAID MATCHING PAYMENTS THROUGH VOLUNTARY
CONTRIBUTIONS AND STATE TAXES.

(a) EXTENSION OF PROVISION ON VOLUNTARY CONTRIBUTIONS AND
ProviDER-SPECIFIC TAXES.—Section 8431 of the Technical and Mis-
cellaneous Revenue Act of 1988 is amended by striking ‘‘December
31, 1990” and inserting “December 31, 1991,

(b) STATE Tax CoNTRIBUTIONS.—(1) Section 1902 (42 U.S.C. 1396a)
as amended by section 4604, is further amended by adding at the
end the following new subsection:

“@t) Except as provided in section 1903(i), nothing in this title (in-
cluding sections 1903(a) and 1905(a)) shall be construed as authoriz-
ing the Secretary to deny or limit payments to a State for expendi-
tures, for medical assistance for items or services, attributable to
taxes (whether or not of general applicability) imposed with respect
to the provision of such items or services.”.

(2) Section 1903G) (42 U.S.C. 1396b(i)) is amended—

(A) by striking the period at the end of paragraph (9) and in-
serting *; or’; and

(B) by adding at the end the following new paragraph:

“C10) with respect to any amount expended for medical assist-
ance for care or services furnished by a hospital, nursing facili-
ty, or intermediate care facility for the mentally retarded to re-
imburse the hospital or facility for the costs attributable to
taxes imposed by the State solely with respect to hospitals or fa-
cilities.”.

(c) ErrectivE DATES.—The amendment made by subsection (b)
shall take effect on January 1, 1991.

SEC. 4702. DISPROPORTIONATE SHARE HOSPITALS: COUNTING OF INPA-
TIENT DAYS.

(a) CLARIFICATION OF MEDICAID DISPROPORTIONATE SHARE AD-
JUSTMENT CALCULATION.—Section 1923(bX2) (42 U.S.C. 1396r-4(b)(2))
is amended by adding at the end the following new sentence: “In
this paragraph, the term ‘inpatient day’ includes each day in which
an individual (including a newborn) is an inpatient in the hospital,
whether or not the individual is in a specialized ward and whether
or not the individual remains in the hospital for lack of suitable
placement elsewhere.”’.

(b) EFFEcTIVE DATE.—The amendment made by subsection (a)
shall take effect on July 1, 1990.
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SEC. 4703. DISPROPORTIONATE SHARE HOSPITALS: ALTERNATIVE STATE
PAYMENT ADJUSTMENTS AND SYSTEMS.

(a) ALTERNATIVE STATE PaAYMENT ADJUSTMENTS.—Section 1923(c)
42 US.C. 1396r-4(c)) is amended—

(1) by striking “or” at the end of paragraph (1);

(2) by adding “or” at the end of paragraph (2); and

(8) by inserting after paragraph (2) the following new para-

aph:

“3) provide for a minimum specified additional payment
amount (or increcsed percentage payment) that varies according
to type of hospital under a methodology that—

“CA) applies equally to all hospitals of each type; and

“AB) results in an adjustment for each type of hospital
that is reasonably related to the costs, volume, or propor-
tion of services provided to patients eligible for medical as-
sistance under a State plan approved under this title or to
low-income patients.”’

(b) CLARIFICATION OF SPECIAL RULE FOR STATE USING HEALTH IN-
SURING ORGANIZATION.—Section 1923(e)2) (42 U.S.C. 1396r-4(e)?)) is
amended by striking “during the 3-year period’.

(¢) CONFORMING AMENDMENT.—Section 1923(cX?) (42 U.S.C.
1396r-4(cX2) is amended by inserting after “State” ‘“or the hospi-
tal’s low-income utilization rate (as defined in paragraph (b)3))".

(d) ErrecTiVE DATE.—The amendments made by this section
shall take effect as if included in the enactment of section 412(a)?)
of the Omnibus Budget Reconciliation Act of 1987.

SEC. 4704. FEDERALLY QUALIFIED HEALTH CENTERS.
(a) CLARIFICATION OF USE OoF MEDICARE PAYMENT METHODOLO-
cv.—Section 1902(a)X13XE) (42 U.S.C. 1396a(a)13)(E)) is amended—
(1) by striking “may prescribe” the first place it appears and
inserting ‘“prescribes’, and
(2) by striking ‘“on such tests of reasonableness as the Secre-
tary may prescribe in regulations under this subparagraph’ and
inserting ‘on the same methodology used under section
1833@X3)”.

(b) MinimuM PAYMENT RATES BY HEALTH MAINTENANCE ORGANI-
zaTIONS.—(1) Section 1903(mX2)(A) (42 U.S.C. 1396b(m)2XA)) is
amended—

(A) by striking “and’” at the end of clause (vit),

(B) by striking the period at the end of clause (viii) and in-
serting “, and”, and

(C) by adding at the end the following new clause:

“lix) such contract provides, in the case of an entity that
has entered into a contract for the provision of services of
such center with a federally qualified health center, that (I)
rates of prepayment from the State are adjusted to reflect
fully the rates of payment specified in section 1902(a)X13XE),
and (ID) at the election of such center payments made by the
entity to such a center for services described in 1905(a)2XC)
are made at the rates of payment specified in section
1902(aX13XE).”.
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(2) Section 1903(mX2XB) (42 U.S.C. 1396b(mX2XA)) is amended by
striking “(A)” and inserting “(A) except with respect to clause (ix) of
subparagraph (A),”.

(3) Section 1915() (42 U.S.C. 1396n(b)) is amended by inserting
after ‘“section 1902” “(other than sections 1902aX13XE) and
1902(aX10XA) insofar as it requires provision of the care and serv-
ices described in section 1905(a)X2XC)”

(c) CLARIFICATION IN TREATMENT OF OUTPATIENTS.—Section
1905(1X2) (42 U.S.C. 1396d(1X2) is amended—

(1) in subparagraph (A), by striking “outpatient” and insert-
ing “patient”,
(2) in subparagraph (B), by striking “facility” and inserting
“entity”, and
(3) by redesignating clause (ii) as clause (iii) and by inserting
after clause (i) the following new clause:
“GiXD) is receiving funding from such a grant under
a conlract with the recipient of such a grant, and
“(ID meets the requirements to receive a grant under
section 329, 330, or 340 of such Act;”.

(d) TREATMENT OF INDIAN TrIBES.—The first sentence of section
1905(X2XB) (42 U.S.C. 1396d(1X2XB)) is amended—

(1) by striking the period at the end and inserting a comma,

and
(2) by adding, after and below clause (ii), the following:

“and includes an outpatient health program or facility operated by
a tribe or tribal organization under the Indian Self-Determination
Act (Public Law 93-638).”.

(e) TEcHNICAL CORRECTION.—Section 6402 of the Omnibus Budget
Reconciliation Act of 1989 is amended—

(1) by striking subsection (c), and
(2) by amending subsection (d) to read as follows:

“lc) EFFective DATE.—The amendments made by this section
(except as otherwise provided in such amendments) shall take effect
on the date of the enactment of this Act.”.

() EFFECTIVE DATE.—The amendments made by this section shall
be effective as if included in the enactment of the Omnibus Budget
Reconciliation Act of 1989.

SEC. 4705. HOSPICE PAYMENTS.
(@) IN GENERAL.—Section 1905(0)3) (42 U.S.C. 1396d(oX3) is
amended—

(1) by striking “a State which elects” and all that follows
through “with respect to” the first place it appears, .

(2) by striking “skilled nursing or intermediate care facility”
in subparagraphs (A) and (C) and inserting “nursing facility or
intermediate care facility for the mentally retarded’’

(3) by striking ‘“the amounts allocated under the plan for
room and board in the facility, in accordance with the rates es-
tablished under section 1902(a)13),” and inserting “the addi-
tional amount described in section 1902(aX13XD)", and

(4) by striking the last sentence.

(b) ErFecTivE DATE.—The amendments made by subsection (a)
shall be effective as if included in the amendments made by section
6408(cX1) of the Omnibus Budget Reconciliation Act of 1989.
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SEC. 4706. LIMITATION ON DISALLOWANCES OR DEFERRAL OF FEDERAL FI-
NANCIAL PARTICIPATION FOR CERTAIN INPATIENT PSYCHI-
ATRIC HOSPITAL SERVICES FOR INDIVIDUALS UNDER AGE 21.

(a) IN GENERAL.—(1) If the Secretary of Health and Human Serv-
ices makes a determination that a psychiatric facility has failed to
comply with certification of need requirements for inpatient psychi-
atric hospital services for individuals under age 21 pursuant to sec-
tion 1905(h) of the Social Security Act, and such determination has
not been subject to a final judicial decision, any discllowance or de-
ferral of Federal financial participation under such Act based on
such determination shall only apply to the period of time beginning
with the first day of noncompliance and ending with the date by
which the psychiatric facility develops documentation (using plan of
care or utilization review procedures) of the need for inpatient care
with respect to such individuals.

(2) Any disallowance of Federal financial participation under
title XIX of the Social Security Act relating to the failure of a psy-
chiatric facility to comply with certification of need requirements—

(A) shall not exceed 25 percent of the amount of Federal fi-
nagcial participation for the period described in paragraph (1);
an

(B) shall not apply to any fiscal year before the fiscal year
that is & years before the fiscal year in which the determination
of noncompliance described in paragraph (1) is made.

(b) EFrFecTIVE DATE.—Subsection (a) shall apply to disallowance
actions and deferrals of Federal financial participation with respect
to services provided before the date of enactment of this Act.

SEC. 4707. TREATMENT OF INTEREST ON INDIANA DISALLOWANCE,

With respect to any disallowance of Federal financial participa-
tion under section 1903(a) of the Social Security Act for intermedi-
ate care facility services, intermediate care facility services for the
mentally retarded, or skilled nursing facility services on the ground
that the facilities in the State of Indiana were not certified in ac-
cordance with law during the period beginning June 1, 1982, and
ending September 30, 1984, payment of such disaliowance may be
deferred without interest that would otherwise accrue without
regard to this subsection, until every opportunity to appeal has been
exhausted.

SEC. 4708. BILLING FOR SERVICES OF SUBSTITUTE PHYSICIAN.

(@) UNpEr  MEDICAID.—Section  1902a)32) (42 US.C.

1396a(a)(32)—
(1) by striking “and” before “(B)”,
(2) by inserting “and” at the end of subparagraph (B), and
(3) by adding at the end the following:

“lO) in the case of services furnished (during a period
that does not exceed 14 continuous days in the case of an
informal reciprocal arrangement or 90 continuous days (or
such longer period as the Secretary may provide) in the case
of an arrangement involving per diem or other fee-for-time
compensation) by, or incident to the services of, one physi-
cian to the patients of another physician who submits the
c{a_lm for such services, payment shall be made to the phy-
sician submitting the claim (as if the services were fur-
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nished by, or incident to, the physician’s services), but only
if the claim identifies (in a manner specified by the Secre-
tary) the physician who furnished the services.”,

(b) EFFECTIVE DATE.—The amendments made by this section shall

a’}:pl;)“'1 to services furnished on or after the date of the enactment of
this Act.

Subpart B—Eligibility and Coverage

SEC. 4711. HOME AND COMMUNITY-BASED CARE AS OPTIONAL SERVICE.
(a) PrRovisioNn As OPTIONAL SERVICE.—Section 1905(a) (42 U.S.C.
1396d(a)), as amended by section 6201, is further amended—
(1) by striking “and” at the end of paragraph (22);
(2) by redesignating paragraph (23) as paragraph (24); and
(3)hby inserting after paragraph (22) the following new para-

ph.

“(23) home and community care (to the extent allowed and as

defined in section 1929) for functionally disabled elderly indi-
viduals; and’’.

(b) HoME AND CoMMUNITY CARE FOR FUNCTIONALLY DISABLED EL-
DERLY INDIvIDUALS.—Title XIX (42 U.S.C. 1396 et seq.) as amended
by section 4402 is further amended—

(1) by redesignating section 1929 as section 1930; and
(2) by inserting after section 1928 the following new section:

“HOME AND COMMUNITY CARE FOR FUNCTIONALLY DISABLED ELDERLY
INDIVIDUALS

“Sec. 1929. (o) HoME AND CoMMUNITY CARE DEFINED.—In this
title, the term ‘home and community care’ means one or more of the
following services furnished to an individual who has been deter-
mined, after an assessment under subsection (c), to be a functionally
disabled elderly individual, furnished in accordance with an indi-
vidual community care plan (established and periodically reviewed
and revised by a qualified community care case manager under sub-
section (d)):

“(1) Homemaker/home health aide services.

“(2) Chore services.

“3) Personal care services.

“U}) Nursing care services provided by, or under the supervi-
sion of, a registered nurse.

“(5) Respite care.

“(6) Training for family members in managing the individ-
ual.

“47) Adult day care.

“48) In the case of an individual with chronic mental illness,
day treatment or other partial hospitalization, psychosocial re-
habilitation services, and clinic services (whether or not fur-
nished in a facility).

“(9) Such other home and community-based services (other
than room and board) as the Secretary may approve.

“(b) FUNCTIONALLY DISABLED ELDERLY INDIVIDUAL DEFINED.—

“1) IN GENERAL.—In this title, the term ‘functionally dis-
abled elderly individual’ means an individual who—
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“CA) is 65 years of age or older,

“(B) is determined to be a functionally disabled individ-
ual under subsection (c), and

“C) subject to section 1902(f) (as applied consistent with
section 1902(r)X2)), is receiving supplemental security income
benefits under title XVI (or under a State plan approved
under title XVI) or, at the option of the State, is described
in section 1902(a)X10)(C).

“42) TREATMENT OF CERTAIN INDIVIDUALS PREVIOUSLY COV-
ERED UNDER A WAIVER.—(A) In the case of a State which—

“i) at the time of its election to provide coverage for
home and community care under this section has a waiver
approved under section 1915(c) or 1915(d) with respect to in-
dividuals 65 years of age or older, and

“6i1) subsequently discontinues such waiver, individuals
who were eligible for benefits under the waiver as of the
date of its discontinuance and who would, but for income
or resources, be eligible for medical assistance for home and
community care under the plan shall, notwithstanding any
other provision of this title, be deemed a functionally dis-
abled elderly individual for so long as the individual
would have remained eligible for medical assistance under
such waiver.

“(B) In the case of a State which used a health insuring orga-
nization before January 1, 1986, and which, as of December 31,
1990, had in effect a waiver under section 1115 that provides
under the State plan under this title for personal care services
for functionally disabled individuals, the term ‘functionally
disabled elderly individual’ may include, at the option of the
State, an individual who—

“6) is 65 years of age or older or is disabled (as deter-
mined under the supplemental security income program
under title XVI);

“(ii) is determined to meet the test of functional disabil-
ity applied under the waiver as of such date; and

“(tit) meets the resource requirement and income stand-
ard that apply in the State to individuals described in sec-
tion 1902(a)(10XA)XIXV).

““3) Use oF PKOJECTED INCOME.—In applying section
1903(fX1) in determining the eligibility of an individual (de-
scribed in section 1902(aX10XC)) for medical assistance for home
and community care, a State may, at its option, provide for the
determination of the individual’s anticipated medical expenses
(to be deducted from income) over a period of up to 6 months.

“c) DETERMINATIONS OF FUNCTIONAL DisaBiLITY. —

“(1) IN GeNERAaL.—In this section, an individual is ‘function-
ally disabled’ if the individual—

“(A) is unable to perform without substantial assistance
from another individual at least 2 of the following 3 activi-
ties of daily living: toileting, transferring, and eating; or

“B) has a primary or secondary diagnosis of Alzheimer’s
disease and is (i) unable to perform without substantial
human assistance (including verbal reminding or physical
cueing) or supervision at least 2 of the following 5 activities
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of daily living: bathing, dressing, toileting, transferring,
and eating; or (ii) cognitively impaired so as to require sub-
stantial supervision from another individual because he or
she engages in inappropriate behaviors that pose serious
health or safety hazards to himself or herself or others.

“(2) ASSESSMENTS OF FUNCTIONAL DISABILITY.—

‘{A) REQUESTS FOR ASSESSMENTS.—If a State has elected
to provide home and community care under this section,
upon the request of an individual who is 65 years of age or
older and who meets the requirements of subsection (B)1)(C)
(or another person on such individual’s behalf), the State
shall provide for a comprehensive functional assessment
under this subparagraph which—

“G) is used to determine whether or not the individ-
ual is functionally disabled,
“ii) is based on a uniform minimum data set speci-
fied by the Secretary under subparagraph (C)i), and
“(i11) uses an instrument which has been specified by
the State under subparagraph (B).
No fee may be charged for such an assessment.

“(B) SPECIFICATION OF ASSESSMENT INSTRUMENT.—The
State shall specify the instrument to be used in the State in
complying with the requirement of subparagraph (A)iii)
which instrument shall be—

“(i) one of the instruments designated under subpara-
graph (CXiv); or

“(ii) an instrument which the Secretary has approved
as being consistent with the minimum data set of core
elements, common definitions, and utilization guide-
lines specified by the Secretary in subparagraph (C)G).

“(C) SPECIFICATION OF ASSESSMENT DATA SET AND INSTRU-
MENTS.—The Secretary shall—

“G) not later than July 1, 1991—

“WD specify a minimum data set of core elements
and common deﬁnitio%or use in conducting the
assessments required under subparagraph (A); and

“ID) establish guidelines for use of the data set;
and

“lii) by not later than July 1, 1991, designate one or
more instruments which are consistent with the specifi-
cation made under subparagraph (A) and which a
State may specify under subparagraph (B) for use in
complying with the requirements of subparagraph (A).

‘D) Periopic ReviEw.—Each individual who qualifies
as a functionally disabled elderly individual shall have the
individual’s assessment periodically reviewed and revised
not less often than once every 12 months.

“(E) CONDUCT OF ASSESSMENT BY INTERDISCIPLINARY
TEAMS.—An assessment under subparagraph (A} and a
review under subparagraph (D) must be conducted by an
interdisciplinary team designated by the State. The Secre-
tary shall permit a State to provide for assessments and re-
views through teams under contracts—

“Gi) with public organizations; or
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‘i) with nonpublic organizations which do not
provide home and community care or nursing fa-
cility services and do not have a direct or indirect
ownership or control interest in, or direct or indi-
rect affiliation or relationship with, an entity that
provides, community care or nursing facility serv-
ices.

““F) CONTENTS OF ASSESSMENT.—The interdisciplinary
team must—

“6) identify in each such assessment or review each
individual’s functional disabilities and need for home
and community care, including information about the
individual’s health status, home and community envi-
ronment, and informal support system; and

“Cit) based on such assessment or review, determine
whether the individual is (or continues to be) function-
ally disabled.

The results of such an assessment or review shall be used
in establishing, reviewing, and revising the individual’s
ICCP under subsection (d)1).

“‘G) ApPEAL PROCEDURES.—Each State which elects to
provide home and community care under this section must
have in effect an appeals process for individuals adversely
affected by determinations under subparagraph (F).

“d) INpivipuaL CoMmUNITY CARE PrLAN (ICCP).—

“(1) INDIVIDUAL COMMUNITY CARE PLAN DEFINED.—In this sec-
tion, the terms ‘individual community care plan’ and ‘ICCP’
mean, with respect to a functionally disabled elderly individ-
ual, a written plan which—

“CA) is established, and is periodically reviewed and re-
vised, by a qualified case manager after a face-to-face inter-
view with the individual or primary caregiver and based
upon the most recent comprehensive functional assessment
of such individual conducted under subsection (c)(2);

“(B) specifies, within any amount, duration, and scope
limitations imposed on home and community care provided
under the State plan, the home and community care to be
provided to such individual under the plan, and indicates
the individual’s preferences for the types and providers of
services; and

‘l‘(C) may specify other services required by such individ-
ual.

An ICCP may also designate the specific providers (qualified to
provide home and community care under the State plan) which
will provide the home and community care described in sub-
paragraph (B). Nothing in this section shall be construed as au-
thorizing an ICCP or the State to restrict the specific persons or
individuals (who are competent to provide home and communi-
ty care under the State plan) who will provide the home and
community care described in subparagraph (B).

“(2) QUALIFIED COMMUNITY CARE CASE MANAGER DEFINED.—In
this section, the term ‘qualified community care case manager’
means a nonprofit or public agency or organization which—
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“(A) has experience or has been trained in establishing,
and in periodically reviewing and revising, individual com-
munity care plans and in the provision of case management
services to the elderly;

“(B) is responsible for (i) assuring that home and commu-
nity care covered under the State plan and specified in the
ICCP is being provided, (ii) visiting each individual’s home
or community setting where care is being provided not less
often than once every 90 days, and (iii) informing the elder-
ly individual or primary caregiver on how to contact the
case manager if service providers fail to properly provide
services or other similar problems occur;

“(0) in the case of a nonpublic agency, does not provide
home and community care or nursing facility services and
does not have a direct or indirect ownership or control in-
terest in, or direct or indirect affiliation or relationship
with, an entity that provides, home and community care or
nursing facility services;

“(D) has procedures for assuring the quality of case man-
agement services that includes a peer review process;

“(E) completes the ICCP in a timely manner and reviews
and discusses new and revised ICCPs with elderly individ-
uals or primary caregivers; and

“(F) meets such other standards, established by the Secre-
tary, as to assure that—

‘i) such a manager is competent to perform case
management functions;

“Gi) individuals whose home and community care
they manage are not at risk of financial exploitation
due to such a manager; and

“liii) meets such other standards as the State may es-
tablish.

The Secretary may waive the requirement of subparagraph
(C) in the case of a nonprofit agency located in a rural area.

“(3) AprpEaLs PrOCESS.—Each State which elects to provide
home and community care under this section must have in
effect an appeals process for individuals who disagree with the
ICCP established.

“le) CEILING ON PAYMENT AMOUNTS AND MAINTENANCE OF
ErrorT,—

“(1) CEILING ON PAYMENT AMOUNTS.—Payments may not be
made under section 1903(a) to a State for home and community
care provided under this section in a quarter to the extent that
the medical assistance for such care in the quarter exceeds 50
percent of the product of—

“(A) the average number of individuals in the quarter re-
ceiving such care under this section;

“(B) the average per diem rate of payment which the Sec-
retary has determined (before the beginning of the quarter)
will be payable under title XVIII (without regard to coin-
surance) for extended care services to be provided in the
State during such quarter; and

“CC) the number of days in such quarter.

“C2) MAINTENANCE OF EFFORT.—
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“lA) ANNUAL REPORTS.—As c condition for the receipt of
payment under section 1903(a) with respect to medical as-
sistance provided by a State for home and community care
(other than a waiver under section 1915(c) and other than
home health care services described in section 1905(a)(?)
and personal care services specified under regulations
under section 1905(a)X23)), the State shall report to the Sec-
retary, with respect to each Federal fiscal year (beginning
with fiscal year 1990) and in a format developed or ap-
proved by the Secretary, the amount of funds obligated by
the State with respect to the provision of home and commu-
nity care to the functionally disabled elderly in that fiscal

ear.
? ‘“B) REDUCTION IN PAYMENT IF FAILURE TO MAINTAIN
EFFORT.—If the amount reported under subparagraph (A)
by a State with respect to a fiscal year is less than the
amount reported under subparagraph (A) with respect to
fiscal year 1989, the Secretary shall provide for a reduction
in payments to the State under section 1903(a) in an
amount equal to the difference between the amounts so re-
ported.

“‘O MinimumM REQUIREMENTS FOR HomeE AND CoMMUNITY

CARE.—

“t1) ReQUIREMENTS.—Home and Community care provided
under this section must meet such requirements for individuals’
rights and quality as are published or developed by the Secre-
tary under subsection (k). Such requirements shall include—

“(A) the requirement that individuals providing care are
competent to provide such care; and

“(B) the rights specified in paragraph (2).

“(9) SpeciriED RIGHTS.—The rights specified in this para-
graph are as follows:

“CA) The right to be fully informed in advance, orally
and in writing, of the care to be provided, to be fully in-
formed in advance of any changes in care to be prouvided,
and (except with respect to an individual determined in-
competent) to participate in planning care or changes in
care.

“(B) The right to voice grievances with respect to services
that are (or fail to be) furnished without discrimination or
reprisal for voicing grievances, and to be told how to com-
plain to State and local authorities.

“(C) The right to confidentiality of personal and clinical
records.

“(D) The right to privacy and to have one’s property treat-
ed with respect.

“(E) The right to refuse all or part of any care and to be
informed of the likely consequences of such refusal.

“(F) The right to education or training for oneself and
for members of one’s family or household on the manage-
ment of care.

“G) The right to be free from physical or mental abuse,
corporal punishment, and any physical or chemical re-



191

straints imposed for purposes of discipline or convenience
and not included in an individual's ICCP.

“(H) The right to be fully informed orally and in writing
of the individual’s rights.

“D Guidelines for such minimum compensation for indi-
viduals providing such care as will assure the availability
and continuity of competent individuals to provide such
care for functionally disabled individuals who have func-
tional disabilities of varying levels of severity.

“J) Any other rights established by the Secretary.

“@) MintMuM REQUIREMENTS FOR SMALL CoMMUNITY CARE SET-
TINGS.—

“(1) SMALL COMMUNITY CARE SETTINGS DEFINED.—In this sec-
tion, the term ‘small community care setting’ means—

‘CA) a nonresidential setting that serves more than 2 and
less than 8 individuals; or

‘(B) a residential setting in which more than 2 and less
than 8 unrelated adults reside and in which personal serv-
ices (other than merely board) are provided in conjunction
with residing in the setting.

“2) MINIMUM REQUIREMENTS.—A small community care set-
ting in which community care is provided under this section
must—

“CA) meet such requirements as are published or devel-
oped by the Secretary under subsection (k);

““B) meet the requirements of paragraphs (1)(A), (1XC)
(1XD), (3), and (6) of section 1919(c), to the extent applicable
to such a setting;

“C) inform each individual receiving community care
under this section in the setting, orally and in writing at
the time the individual first receives community care in the
setting, of the individual’s legal rights with respect to such
a setting and the care provided in the setting;

““D) meet any applicable State or local requirements re-
garding certification or licensure;

“(E) meet any applicable State and local zoning, build-
ing, and housing codes, and State and local fire and safety
regulations; and

“) be designed, constructed, equipped, and maintained
in @ manner to protect the health and safety of residents.

“h) MiniMuM REQUIREMENTS FOR LARGE ComMMUNITY CARE SET-
TINGS.—

“(1) LARGE COMMUNITY CARE SETTING DEFINED.—In this sec-
tion, the term ‘large community care setting’ means—

“(A) a nonresidential setting in which more than § indi-
viduals are served; or

“(B) a residential setting in which more than 8 unrelated
adults reside and in which personal services are provided
in conjunction with residing in the setting in which home
and community care under this section is provided.

“9) MINIMUM REQUIREMENTS.—A large community care set-
ting in which community care is provided under this section
must—
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“(A) meet such requirements as are published or devel-
oped by the Secretary under subsection (k);

“B) meet the requirements of paragraphs (1XA), (1XC)
(D), (3), and (6) of section 1919(c), to the extent applicable
to such a setting;

“C) inform each individual receiving community care
under this section in the setting, orally and in writing at
the time the individual first receives home and community
care in the setting, of the individual’s legal rights with re-
spect to such a setting and the care provided in the setting;
and

‘D) meet the requirements of paragraphs (2) and (3) of
section 1919(d) (relating to administration and other mat-
ters) in the same manner as such requirements apply to
nursing facilities under such section; except that, in apply-
ing the requirement of section 1919(dX?2) (relating to life
safety code), the Secretary shall provide for the application
of such life safety requirements (if any) that are appropriate
to the setting.

“(3) DISCLOSURE OF OWNERSHIP AND CONTROL INTERESTS AND
EXCLUSION OF REPEATED VIOLATORS.—A community care set-
ting—

“CA) must disclose persons with an ownership or control
interest (including such persons as defined in section
1124(aX3)) in the setting; and

“(B) may not have, as a person with an ownership or con-
trol interest in the setting, any individual or person who
has been excluded from participation in the program under
this title or who has had such an ownership or control in-
terest in one or more community care settings which have
been found repeatedly to be substandard or to have failed
to meet the requirements of paragraph (2).

“6i) SURVEY AND CERTIFICATION PROCESS.—

“(1) CERTIFICATIONS.—

‘“ltA) RESPONSIBILITIES OF THE STATE.—Under each State
plan under this title, the State shall be responsible for cer-
tifying the compliance of providers of home and community
care and community care settings with the applicable re-

uirements of subsections (f), (g) and (h). The failure of the

cretary to issue regulations to carry out this subsection
shall not relieve a State of its responsibility under this sub-
section.

“(B) RESPONSIBILITIES OF THE SECRETARY.—The Secretary
shall be responsible for certifying the compliance of State
providers of home and community care, and of State com-
munity care settings in which such care is provided, with
the requirements of subsections (), (g) and (h).

_“(C) FrEQUENCY OF CERTIFICATIONS.—Certification of pro-
viders and settings under this subsection shall occur no less
frequently than once every 12 months.

“(2) REVIEWS OF PROVIDERS.—

_“(A) In GENERAL.—The certification under this subsec-
tion with respect to a provider of home or community care
must be based on a periodic review of the provider’s per-
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formance in providing the care required under ICCP’s in
accordance with the requirements of subsection (f).

“(B) SPECIAL REVIEWS OF COMPLIANCE.— Where the Secre-
tary has reason to question the compliance of a provider of
home or community care with any of the requirements of
subsection (f), the Secretary may conduct a review of the
provider and, on the basis of that review, make independ-
ent and binding determinations concerning the extent to
which the provider meets such requirements.

“(3) SURVEYS OF COMMUNITY CARE SETTINGS.—

“YA) IN GENERAL.—The certification under this subsec-
tion with respect to community care settings must be based
on a survey. Such survey for such a setting must be con-
ducted without prior notice to the setting. Any individual
who notifies (or causes to be notified) a community care set-
ting of the time or date on which such a survey is sched-
uled to be conducted is subject to a civil money penalty of
not to exceed $2,000. The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a civil money
penalty under the previous sentence in the same manner as
sucn provisions apply to a penalty or proceeding under sec-
tion 1128A(a). The Secretary shall review each State’s pro-
cedures for scheduling and conducting such surveys to
assure that the State has taken all reasonable steps to
avoid giving notice of such a survey through the scheduling
procedures and the conduct of the surveys themselves.

“(B) Survey proTocoL.—Surveys under this paragraph
shall be conducted based upon a protocol which the Secre-
tary has provided for under subsection (k).

“(C) PROHIBITION OF CONFLICT OF INTEREST IN SURVEY
TEAM MEMBERSHIP.—A State and the Secretary may not use
as a member of a survey team under this paragraph an in-
dividual who is serving (or has served within the previous
2 years) as a member of the staff of, or as a consultant to,
the community care setting being surveyed (or the person re-
sponsible for such setting) respecting compliance with the
requirements of subsection (g) or (h) or who has a personal
or familial financial interest in the setting being surveyed.

‘D) VALIDATION SURVEYS OF COMMUNITY CARE SET-
TINGS.—The Secretary shall conduct onsite surveys of a rep-
resentative sample of community care settings in each
State, within 2 months of the date of surveys conducted
under subparagraph (A) by the State, in a sufficient
number to allow inferences about the adequacies of each
State’s surveys conducted under subparagraph (A). In con-
ducting such surveys, the Secretary shall use the same
survey protocols as the State is required to use under sub-
paragraph (B). If the State has determined that an individ-
ual setting meets the requirements of subsection (g), but the
Secretary determines that the setting does not meet such re-
quirements, the Secretary’s determination as to the setting’s
noncompliance with such requirements is binding and su-
persedes that of the State survey.
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“(E) SPECIAL SURVEYS OF COMPLIANCE.—Where the Secre-
tary has reason to question the compliance of a community
care setting with any of the requirements of subsection (g)
or (h), the Secretary may conduct a survey of the setting
and, on the basis of that survey, make independent and
binding determinations concerning the extent to which the
setting meets such requirements.

“C4) INVESTIGATION OF COMPLAINTS AND MONITORING OF PRO-
VIDERS AND SETTINGS.—Each State and the Secretary shall
maintain procedures and adequate staff to investigate com-
plaints of violations of applicable requirements imposed on pro-
viders of community care or on community care settings under
subsections (f), (g) and (h).

“45) INVESTIGATION OF ALLEGATIONS OF INDIVIDUAL NEGLECT
AND ABUSE AND MISAPPROPRIATION OF INDIVIDUAL PROPERTY.—
The State shall provide, through the agency responsible for sur-
veys and certification of providers of home or community care
and community care settings under this subsection, for a process
for the receipt, review, and investigation of allegations of indi-
vidual neglect and abuse (including injuries of unknown source)
by individuals providing such care or in such setting and of
misappropriation of individual property by such individuals.
The State shall, after notice to the individual involved and a
reasonable opportunity for hearing for the individual to rebut
allegations, make a finding as to the accuracy of the allega-
tions. If the State finds that an individual has neglected or
abused an individual receiving community care or misappropri-
ated such individual’s property, the State shall notify the indi-
vidual against whom the finding is made. A State shall not
make a finding that a person has neglected an individual re-
cetving community care if the person demonstrates that such ne-
glect was caused by factors beyond the control of the person.
The State shall provide for public disclosure of findings under
this paragraph upon request and for inclusion, in any such dis-
closure of such findings, of any brief statement (or of a clear
and accurate summary thereof) of the individual disputing
such findings.

“6) DISCLOSURE OF RESULTS OF INSPECTIONS AND ACTIVI-
TIES.—

“(A) PuBLic INFORMATION.—Each State, and the Secre-
tary, shall make available to the public—

“0) information respecting all surveys, reviews, and
certifications made under this subsection respecting
providers of home or community care and community
care settings, including statements of deficiencies,

“(ii) copies of cost reports (if any) of such providers
and settings filed under this title,

“@11) copies of statements of ownership under section
1124, and

“Guv) information disclosed under section 1126,

th“gB) NOTICES OF SUBSTANDARD CARE.—If a State finds

a —

‘%) a provider of home or community care has pro-
vided care of substandard quality with respect to an
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individual, the State shall make a reasonable effort to
notify promptly (I) an immediate family member of
each such individual and (II) individuals receiving
home or community care from that provider under this
title, or

“Gi) a community care setting is substandard, the
State shall make a reasonable effort to notify promptly
(D individuals receiving community care in that set-
ting, and (II) immediate family members of such
individuals.

“(C) Access TO FRAUD CONTROL UNITS.—Each State shall
provide its State medicaid fraud and abuse control unit (es-
tablished under section 1903(q)) with access to all informa-
tion of the State agency responsible for surveys, reviews,
and certifications under this subsection.

c “G) ENFORCEMENT FPROCESS FOR ProviDERS oF COMMUNITY
ARE.—
‘(1) STATE AUTHORITY.—

‘YA) IN GENERAL.—If a State finds, on the basis of a
review under subsection (i)(2) or otherwise, that a provider
of home or community care no longer meets the require-
ments of this section, the State may terminate the provid-
er’s participation under the State plan and may provide in
addition for a civil money penalty. Nothing in this sub-
paragraph shall be construed as restricting the remedies
avatlable to a State to remedy a provider’s deficiencies. If
the State finds that a provider meets such requirements
but, as of a previous period, did not meet such require-
ments, the State may provide for a civil money penalty
under paragraph (2)(A) for the period during which it finds
that the provider was not in compliance with such require-
ments.

“(B) CIVIL MONEY FENALTY.—

“t) IN GENERAL.—Each State shall establish by law
(whether statute or regulation) at least the following
remedy: A civil money penalty assessed and collected,
with interest, for each day in which the provider is or
was out of compliance with a requirement of this sec-
tion. Funds collected by a State as a result of imposi-
tion of such a penalty (or as a result of the imposition
by the State of a civil money penalty under subsection
(1(3XA)) may be applied to reimbursement of individ-
uals for personal funds lost due to a failure of home or
community care providers to meet the requirements of
this section. The State also shall specify criteria, as to
when and how this remedy is to be applied and the
amounts of any penalties. Such criteria shall be de-
signed so as to minimize the time between the identifi-
cation of violations and final imposition of the penal-
ties and shall provide for the imposition of incremen-
tally more severe penalties for repeated or uncorrected
deficiencies.

“ii) DEADLINE AND GUIDANCE.—Each State which
elects to provide home and community care under this
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section must establish the civil money penalty remedy
described in clause (i) applicable to all providers of
community care covered under this section. The Secre-
tary shall provide, through regulations or otherwise by
not later than July 1, 1990, guidance to States in estab-
lishing such remedy; but the failure of the Secretary to
provide such guidance shall not relieve a State of the
responsibility for establishing such remedy.
‘“(2) SECRETARIAL AUTHORITY.—

“CA) For STATE PROVIDERS.— With respect to a State pro-
vider of home or community care, the Secretary shall have
the authority and duties of a State under this subsection,
except that the civil money penalty remedy described in
subparagraph (C) shall be substituted for the civil money
remedy described in paragraph (1I(B)Xi).

“B) OTHER PROVIDERS.— With respect to any other pro-
vider of home or community care in a State, if the Secre-
tary finds that a provider no longer meets a requirement of
this section, the Secretary may terminate the provider’s par-
ticipation under the State plan and may provide, in addi-
tion, for a civil money penalty under subparagraph (C). If
the Secretary finds that a provider meets such requirements
but, as of a previous period, did not meet such require-
ments, the Secretary may provide for a civil money penalty
under subparagraph (C) for the period during which the
Secretary finds that the provider was not in compliance
with such requirements.

“C) CrviL MONEY PENALTY.—If the Secretary finds on the
basis of a review under subsection (i)(2) or otherwise that a
home or community care provider no longer meets the re-
quirements of this section, the Secretary shall impose a
civil money penalty in an amount not to exceed $10,000 for
each day of noncompliance. The provisions of section 1128A
(other than subsections (a) and (b)) shall apply to a civil
money penalty under the previous sentence in the same
manner as such provisions apply to a penalty or proceeding
under section 1128A(a). The Secretary shall specify criteria,
as to when and how this remedy is to be applied and the
amounts of any penalties. Such criteria shall be designed so
as to minimize the time between the identification of viola-
tions and final imposition of the penalties and shall pro-
vide for the imposition of incrementally more severe penal-
ties for repeated or uncorrected deficiencies.

“(k) SECRETARIAL RESPONSIBILITIES.—
“(1) PUBLICATION OF INTERIM REQUIREMENTS.—

“lA) IN GENERAL.—The Secretary shall publish, by De-
cember 1, 1991, a proposed regulation that sets forth inter-
im requirements, consistent with subparagraph (B), for the
provision of home and community care and for community
care settings, including—

“4) the requirements of subsection (cX2) (relating to
comprehensive functional assessments, including the
use of assessment instruments), of subsection (dXIXE)
(relating to qualifications for qualified case managers),
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of subsection (f) (relating to minimum requirements for
home and community care), of subsection (g) (relating
to minimum requirements for small community care
settings), and of subsection (h) (relating to minimum re-
quirements for large community care settings, and

“tii) survey protocols (for use under subsection
(LXSXA)) which relate to such requirements.

“‘B) MiNmMUM  PROTECTIONS.-—Interimn  requirements
under subparagraph (A) and final requirements under
paragraph (2) shall assure, through methods other than re-
liance on State licensure processes, that individuals receiv-
ing home and community care are protected from neglect,
physical and sexual abuse, financial exploitation, inappro-
priate involuntary restraint, and the provision of health
care services by unqualified personnel in community care
settings.

“(?2) DEVELOPMENT OF FINAL REQUIREMENTS.—The Secretary
shall develop, by not later than October 1, 1992—

“(A) final requirements, consistent with paragraph (1)B),
respecting the provision of appropriate, quality home and
community care and respecting community care settings
under this section, and including at least the requirements
referred to in paragraph (1XAXi), and

“(B) survey protocols and methods for evaluating and as-
suring the quality of community care settings.

The Secretary may, from time to time, revise such requirements,
protocols, and methods.

“¢3) No DELEGATION TO STATES.—The Secretary’s authority
under this subsection shall not be delegated to States.

“¢4) No PREVENTION OF MORE STRINGENT REQUIREMENTS BY
STATES.—Nothing in this section shall be construed as prevent-
ing States from imposing requirements that are more stringent
than the requirements published or developed by the Secretary
under this subsection.

“‘ WAIVER OF STATEWIDENESS.—States may waive the require-
ment of section 1902(a)1) (related to State wideness) for a program
of home and community care under this section.

“m) LIMITATION ON AMOUNT OF EXPENDITURES AS MEDICAL As-
SISTANCE.—

‘1) LIMITATION ON AMOUNT.—The amount of funds that may
be expended as medical assistance to carry out the purposes of
this section shall be for fiscal year 1991, $40,000,000, for fiscal
year 1992, $70,000,000, for fiscal year 1993, $130,000,000, for
fiscal year 1994, $160,000,000, and for fiscal year 1995,
$180,000,000.

“(2) ASSURANCE OF ENTITLEMENT TO SERVICE.—A State which
receives Federal medical assistance for expenditures for home
and community care under this section must provide home and
community care specified under the Individual Community
Care Plan under subsection (d) to individuals described in sub-
section (b) for the duration of the election period, without
regard to the amount of funds available to the State under
paragraph (1). For pu:rposes of this paragraph, an election
period is the period of 4 or more calendar quarters elected by
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the State, and approved by the Secretary, for the provision of
home and community care under this section.

“(3) LimiraTioN ON ELIGIBILITY.—The State may limit eligi-
bility for home and community care under this section during
an election period under paragraph (2) to reasonable classifica-
tions (based on age, degree of functional disability, and need for
services).

“t4) ALLOCATION OF MEDICAL ASSISTANCE.—The Secretary
shall establish a limitation on the amount of Federal medical
assistance available to any State during the State's election
period under paragraph (2). The limitation under this para-
graph shall take into account the limitation under paragraph
(1) and the number of elderly individuals age 65 or over resid-
ing in such State in relation to the number of such elderly indi-
viduals in the United States during 1990. For purposes of the
previous sentence, elderly individuals shall, to the maximum
extent practicable, be low-income elderly individuals.”.

(c) PAYMENT FOR HOME AND COMMUNITY CARE.—
(1) REASONABLE AND ADEQUATE PAYMENT RATES.—Section
1902 (42 U.S.C. 1396a) is amended-—
(A) in subsection (a)X13)—
(i) by striking “and” at the end of subparagraph (D),
(it) by inserting “and” at the end of subparagraph
(E), and
(iti) by adding at the end the following new subpara-

graph:
“(F) for payment for home and community care (as de-
fined in section 1929(a) and provided under such section)
through rates which are reasonable and adequate to meet
the costs of providing care, efficiently and economically, in
conformity with applicable State and Federal laws, regula-
tions, and quality and safety standards;’" and
(B) in subsection (h), by adding before the period at the
end the following: “or to limit the amount of payment that
may be made under a plan under this title for home and
community care”.

(2) DENIAL OF PAYMENT FOR CIVIL MONEY PENALTIES, ETC.—
Section 1903(i)X8) of such Act (42 U.S.C. 1396b(i)X8) is amended
by inserting “(A)” after “medical assistance” and by inserting
before the semicolon at the end the following: “or (B) for home
and community care to reimburse (or otherwise compensate) a
provider of such care for payment of a civil money penalty im-
posed under this title or title XI or for legal expenses in defense
of an exclusion or civil money penalty under this title or title
X7 if there is no reasonable legal ground for the provider’s
case’.

(d) CONFORMING AMENDMENTS. —

(1) Section 1902G) (42 U.S.C. 1396a(j) is amended by striking
“21)” and inserting “(22)”.

(2) Section 1902(aX10XC)iv) (42 U.S.C. 1396a(a)10)C)iv) is
c(zgr;z)e’r}ded by striking “through (20)” and inserting “through

(e) EFFECTIVE DATES.—
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(1) Except as provided in this subsection, the amendments
made by this section shall apply to home and community care
furnished on or after July 1, 1991, without regard to whether or
not final regulations to carry out such amendments have been
promulgated by such date.

(2XA) The amendments made by subsection (c)X1) shall apply
to home and community care furnished on or after July 1, 1991,
or, if later, 30 days after the date of publication of interim regu-
lations under section 1929(k)(1).

(B) The amendment made by subsection (cX2) shail apply to
c;’lvil Xwney penalties imposed after the date of the enactment of
this Act.

(f) WAIVER oF PaPERWORK REDUCTION, Erc.—Chapter 35 of title
44, United States Code, and Executive Order 12291 shall not apply
to information and regulations required for purposes of carrying out
this Act and implementing the amendments made by this Act.

SEC. 4712. COMMUNITY SUPPORTED LIVING ARRANGEMENTS SERVICES.
(@) PROVISION AS OPTIONAL SERVICE.—Section 1905(a) (42 U.S.C.
1396d(a)) as amended by section 4711 is further amended—
(1) by striking “and’ at the end of paragraph (23);
(%) by redesignating paragraph (24) as paragraph (25); and
(3) by inserting after paragraph (23) the following new para-

“(24) community supported living arrangements services (to
the extent allowed and as defined in section 1930).”.

(b) CommuniTy SuPPORTED LIVING ARRANGEMENTS.—Title XIX
(42 U.S.C. 1396 et seq.) as amended by sections 4402 and 4711 is fur-
ther amended—

(1) by redesignating section 1930 as section 1931; and
(2) by inserting after section 1929 the following new section:

“COMMUNITY SUPPORTED LIVING ARRANGEMENTS SERVICES

“Sec. 1930. (a) CommuNITY SUPPORTED LIVING ARRANGEMENTS
SErvIcES.—In this title, the term ‘community supported living ar-
rangements services’ means one or more of the following services
meeting the requirements of subsection (h) provided in a State eligi-
ble to provide services under this section (as defined in subsection
(@) to assist a developmentally disabled individual (as defined in
subsection (b)) in activities of daily living necessary to permit such
individual to live in the individual’s own home, apartment, family
home, or rental unit furnished in a community supported living ar-
rangement setting:

“(1) Personal assistance.

“C2) Training and habilitation services (necessary to assist the
individual in achieving increased integration, independence
and productivity).

“(.)?) 24-hour emergency assistance (as defined by the Secre-
tary).

“U4) Assistive technology.

“(5) Adaptive equipment.

“(6) Other services (as approved by the Secretary, except those
services described in subsection (g)).
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“(?) Support services necessary to aid an individual to partici-
pate in community activities.

““b) DEVELOPMENTALLY DISABLED INDIVIDUAL DEFINED.—In this
title the term, ‘developmentally disabled individual’ means an indi-
vidual who as defined by the Secretary is described within the term
‘mental retardation and related conditions’ as defined in regula-
tions as in effect on July 1, 1990, and who is residing with the indi-
vidual’s femily or legal guardian in such individual’s own home in
which no more than 8 other recipients of services under this section
are residing and without regard to whether or not such individual
is at risk of institutionalization (as defined by the Secretary).

“lc) CRITERIA FOR SELECTION OF PARTICIPATING STATES.—The
Secretary shall develop criteria to review the applications of States
submitted under this section to provide community supported living
arrangement services. The Secretary shall provide in such criteria
that during the first 5 years of the provision of services under this
section that no less than 2 and no more than 8 States shall be al-
lowed to receive Federal financial participation for providing the
services described in this section.

“d) QuaLiTy ASSURANCE.—A State selected by the Secretary to
provide services under this section shall in order to continue to re-
ceive Federal financial participation for providing services under
this section be required to establish and maintain a quality assur-
ance program, that provides that—

‘(1) the State will certify and survey providers of services
under this section (such surveys to be unannounced and average
at least 1 a year);

“(2) the State will adopt standards for survey and certifica-
tion that include—

“CfA) minimum qualifications and training requirements
for provider staff;

“(B) financial operating standards; and

“C) a consumer grievance process;

“(3) the State will provide a system that allows for monitor-
ing boards consisting of providers, family members, consumers,
and neighbors;

“(4) the State will establish reporting procedures to make
available information to the public;

“(5) the State will provide ongoing monitoring of the health
and well-being of each recipient;

“(6) the State will provide the services defined in subsection
(@) in accordance with an individual support plan (as defined
by the Secretary in regulations): and

“(7) the State plan amendment under this section shall be re-
viewed by the State Planning Council established under section
124 of the Developmental Disabilities Assistance and Bill of
Rights Act, and the Protection and Advocacy System estab-
lished under section 142 of such Act.

The Secretary shall not approve a quality assurance plan under this
subsection and allow a State to continue to receive Federal financial
participation under this section unless the State provides for public

hearings on the plan prior to adoption and tmplementation of its
plan under this subsection.
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“le) MAINTENANCE oF EFFORT.—States selected by the Secretary to
receive Federal financial participation to provide services under this
section shall maintain current levels of spending for such services in
order to be eligible to continue to receive Federal financial partici-
pation for the provision of such services under this section.

“i)’ ExcLupep SErvICES.—No Federal financial participation
shall be allowed for the provision of the following services under
this section:

“(1) Room and board.
“®) Cost of prevocational, vocational and supported employ-
ment.

‘(@) WAIVER oF REQUIREMENTS.—The Secretary may waive such
prouisions of this title as necessary to carry out the provisions of
this section including the following requirements of this title—

;(1) comparability of amount, duration, and scope of services;
an
“02) statewideness.

“th) MINIMUM PROTECTIONS.—

“(1) PUBLICATION OF INTERIM AND FINAL REQUIREMENTS.—

“(A) IN GENERAL.—The Secretary shall publish, by July
1, 1991, a regulation (that shcll be effective on an interim
basis pending the promulgation of final regulations), and
by October 1, 1992, a final regulation, that sets forth inter-
im and final requirements, respectively, consistent with
subparagraph (B), to protect the health, safety, and welfare
of individuals receiving community supported living ar-
rangements services.

“(B) Minmmum PrROTECTIONS.—Interim and final require-
ments under subparagraph (A) shall assure, through meth-
ods other than reliance on State licensure processes or the
S}fate quality assurance programs under subsection (d),
that—

“G) individuals receiving community supported
living arrangements services are protected from neglect,
physical and sexual abuse, and financial exploitation;

“Git) a provider of community supported living ar-
rangements services may not use individuals who have
been convicted of child or client abuse, neglect, or mis-
treatment or of a felony involving physical harm to an
individual and shall take all reasonable steps to deter-
mine whether applicants for employment by the provid-
er have histories indicating involvement in child or
client abuse, neglect, or mistreatment or a criminal
record involving physical harm to an individual;

“6iti) individuals or entities delivering such services
are not unjustly enriched as a result of abusive finan-
cial arrangements (such as owner lease-backs); and

“Guv) individuals or entities delivering such services
to clients, or relatives of such individuals, are prohibit-
ed from being named beneficiaries of life insurance
policies purchased by (or on behalf of) such clients.

“(2) SpeciFIED REMEDIES.—If the Secretary finds that a pro-
vider has not met an applicable requirement under subsection
(h), the Secretary shall impose a civil money penalty in an
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amount not to exceed $10,000 for each day of noncompliance.
The provisions of section 1128A (other than subsections (a) and
(b)) shall apply to a civil money penalty under the previous sen-
tence in the same manner as such provisions apply to a penalty
or proceeding under section 1128A(a).

“G) TREATMENT oF FUNDS.—Any funds expended under this sec-
tion for medical assistance shall be in addition to funds expended
for any existing services covered under the State plan, including any
waiver services for which an individual receiving services under
this program is already eligible.

“G) LIMITATION ON AMOUNTS OF EXPENDITURES AS MEDICAL As-
SISTANCE.—The amount of funds that may be expended as medical
assistance to carry out the purposes of this section shall be for fiscal
_year 1991, $5,000,000, for fiscal year 1992, $10,000,000, for fiscal year
1993, $20,000,000, for fiscal year 1994, $30,000,000, for fiscal year
1995, $35,000,000, and for fiscal years thereafter such sums as pro-
vided by Congress.”.

(¢) EFFecTIVE DATE.—

(1) IN GENERAL.—The amendments made by this section shall
apply to community supported living arrangements services fur-
nished on or after the later of July 1, 1991, or 30 days after the
publication of regulations setting forth interim requirements
under subsection (h) without regard to whether or not final reg-
ulations to carry out such amendments have been promulgated
by such date.

(2) AppLICATION PROCESS.—The Secretary of Health and
Human Services shall provide that the applications required to
be submitted by States under this section shall be received and
approved prior to the effective date specified in paragraph (1)

SEC. 4713. PROVIDING FEDERAL MEDICAL ASSISTANCE FOR PAYMENTS FOR

PREMIUMS FOR “COBRA” CONTINUATION COVERAGE WHERE
COST EFFECTIVE.

(a) OprioNAL PaYMENT oF COBRA PREMIUMS FOR QUALIFIED
COBRA CONTINUATION BENEFICIARIES.—Section 1902 (42 U.S.C.
1396a) is amended—

(1) in subsection (a)(10)—

(A) by striking “and” at the end of subparagraph (D),

(B) by adding “and” at the end of subparagraph (E),

(C) by inserting after subparagraph (E) the following new
subparagraph:

“(F) at the option of a State, for making medical assist-
ance available for COBRA premiums (as defined in subsec-
tion (u)?)) for qualified COBRA continuation beneficiaries
described in section 1902(u)x1);”, and

(D) in the matter following subparagraph (E), by striking
“and” before “(X)” and by inserting before the semicolon at
the end the following: ., and (XI) the medical assistance
made available to an individual described in subsection
(w)(1) who is eligible for medical assistance only because of
subparagraph (F) shall be limited to medical assistance for
COBRA continuation premiums (as defined in subsection

(2)( l;))(?))c’iziand p
y adding after the subsections added by section 4604 and
4701(b) the following new subsection: Y 4604
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“tuX1) Individuals described in this paragraph are individuals—

“fA) who are entitled to elect COBRA continuation coverage
(as defined in paragraph (3),

“(B) whose income (as determined under section 1612 for pur-
poses of the supplemental security income program) does not
exceed 100 percent of the official poverty line (as defined by the
Office of Management and Budget, and revised annually in ac-
cordance with section 673(2) of the Omnibus Budget Reconcilia-
tion Act of 1981) applicable to a family of the size involved,

“C) whose resources (as determined under section 1613 for
purposes of the supplemental security income program) do not
exceed twice the maximum amount of resources that an individ-
ual may have and obtain benefits under that program, and

“(D) with respect to whose enrollment for COBRA continu-
ation coverage the State has determined that the savings in ex-
penditures under this title resulting from such enrollment is
lik%_g to exceed the amouni of payments for COBRA premiums
made.

“(2) For purposes of subsection (a)10XF) and this subsection, the
term ‘COBRA premiums’ means the applicable premium imposed
with respect to COBRA continuation coverage.

“3) In this subsection, the term ‘COBRA continuation coverage’
means coverage under a group health plan provided by an employer
with 75 or more employees provided pursuant to title XXII of the
Public Health Service Act, section 4980B of the Internal Revenue
Code of 1986, or title VI of the Employee Retirement Income Securi-
ty Act of 197}4.

“4) Notwithstanding subsection (a)17), for individuais described
in paragraph (1) who are covered under the State plan by virtue of
subsection (aX10XA)GiXD—

“(A) the income standard to be applied is the income stand-
ard described in paragraph (1)(B), and

“(B) except as provided in section 1612(b)4)(BJ)ii), costs in-
curred for medical care or for any other type of remedial care
shall not be taken into account in determining income.

Any different treatment provided under this paragraph for such in-
dividuals shall not, because of subsection (a)10,(B) or (a)(17), require
or permit such treatment for other individuals.”.

(b) CONFORMING AMENDMENT.—Section 1905(a) (42 U.S.C.
1396d(a)) is amended—

(1) by striking ‘“or” at the end of clause (viit),

(2) by adding “or” at the end of clause (ix), and

(3) by inserting after clause (ix) the following new clause:

“(x) individuals described in section 1902(ux1),”.

(c) EFFecTIvE DaTE.—The amendments made by this section shall
apply to medical assistance furnished on or after January 1, 1991

SEC. 4714. PROVISIONS RELATING TO SPQUSAL IMPOVERISHMENT.

(@) CLARiFICATION OF NON-APPLICATION OF STATE COMMUNITY
PropErTY LAWS.—Section 1924(b)2) (42 U.S.C. 1396r-1(b)2)) as
amended by subsection (a), is further amended by striking *, after
the institutionalized spouse has been determined or redetermined to
be eligible for medical assistance” and inserting ‘“for purposes of the
post-eligibility income determination described in subsection (d)”.
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(b) CLARIFICATION OF TRANSFER OF RESOURCES T0 COMMUNITY
Spouse.—Section 1924(fX1) (42 U.S.C. 1396r-5(fX1) is amended by
striking “section 1917 and inserting “section 1917(cX1)".

(c) CLARIFICATION OF PERIOD OF CONTINUOUS ELIGIBILITY.—Sec-
tion 1924cX1) (42 US.C. 1396r-1(cX1) is amended by striking ‘“‘the
beginning of a continuous period of institutionalization of the insti-
tutionalized spouse’’ each place it appears and inserting “the begin-
ning of the first continuous period of institutionalization (beginning
on or after September 30, 1989) of the institutionalized spouse”.

(d) EFFecTIVE DATE.—The amendments made this section shall
take effect as if included in the enactment of section 303 of the Med-
icare Catastrophic Coverage Act of 1988.

SEC. 4715. DISREGARDING GERMAN REPARATION PAYMENTS FROM POST-
gft{)GGIgﬂL}l[TY TREATMENT OF INCOME UNDER THE MEDICAID

(a) IN GENERAL.—Section 1902(rX1) (42 US.C. 1396a(rX1) is
amended by inserting ‘“there shall be disregarded reparation pay-
ments made by the Federal Republic of Germany and” after “under
such a waiver”.

(b) ErrFective DATE.—The amendment made by subsection (a)
shall apply to treatment of income for months beginning more than
30 days after the date of the enactment of this Act.

SEC. 4716. AMENDMENTS RELATING TO MEDICAID TRANSITION PROVISION.

(a) AMENDMENTS.—Subsection () of section 1925 (42 U.S.C. 1396s)
is amended—

(1) in subsection (bX2XB)i), by inserting at the end the follow-
ing: “A State may permit such additional extended assistance
under this subsection notwithstanding a failure to report under
this clause if the family has established, to the satisfaction of
Zl‘;‘es 'S,t,ate, good cause for the failure to report on a timely

is. "

(2) in subsection (bX2XB), by adding at the end the following
new clause:

“(iii) CLARIFICATION ON FREQUENCY OF REPORTING.—
A State may not require that a family receiving ex-
tended assistance under this subsection or subsection
(@) report more frequently than as required under
clause (i) or (i1).””: and

(3) in subsection (bX3XB), by adding at the end the following:
“No such termination shall be effective earlier than 10 days
after the date of mailing of such notice.”.

(b) EFFecTivE DATE.—The amendments made by subsection (a)
shall be effective as if included in the enactment of the Family Sup-
port Act of 1988.

SEC. 4717. CLARIFYING EFFECT OF HOSPICE ELECTION.

Section 1905(0X1XA) (42 U.S.C. 1896d(oX1XA)) is amended by in-
serting “and for which payment may otherwise be made under title
XVIII” after “described in section 1812(dX2XA)”,

SEC. 4718. MEDICALLY NEEDY INCOME LEVELS FOR CE. .
FAMILIES, RTAIN 1I-MEMBER

(@) IN GENERAL.—For purposes of section 1903(fX1)B), for y-
ments made before, on, or after the date of the enactmentf of Iz;‘us
Act, a State described in subparagraph (B) may use, in determining
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the “highest amount which would ordinarily be paid to a family of
the same size” (under the State’s plan approved under part A of
title IV of such Act) in the case of a family consisting only of one
individual and without regard to whether or not such plan provides
for aid to families consisting only of one individual, an amount rea-
sonably related to the highest money payment which would ordinar-
ily be made under such a plan to a family of two without income or
resources.

(b) StaTES COVERED.—Subsection (a) shall only apply to a State
the State plan of which (under title XIX of the Social Security Act)
as of June 1, 1989, provided for the policy described in such para-
graph. For purposes of the previous sentence, a State plan includes
all the matter included in a State plan under section 2373(cX5) of
the Deficit Reduction Act of 198} (as amended by section 9 of the
%%%'care and Medicaid Patient and Program Protection Act of
SEC. 4719. CODIFICATION OF COVERAGE OF REHABILITATION SERVICES.

(a) IN GENERAL.—Section 1905(a)13) (42 U.S.C. 1396d(a)(13) is
amended by inserting before the semicolon at the end the following:
“ including any medical or remedial services (provided in a facility,
a home, or other setting) recommended by a physician or other li-
censed practitioner of the healing arts within the scope of their
practice under State law, for the maximum reduction of physical or
mental disability and restoration of an individual to the best possi-
ble functional level’’.

(b) EFFECcTIVE DATE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 4720. PERSONAL CARE SERVICES FOR MINNESOTA.

(a) CLARIFICATION OF COVERAGE.—In applying section 1905 of the
Social Security Act with respect to Minnesota, medical assistance
shall(g)nclude payment for personal care services described in subsec-
tion (b).

(b) PERSONAL CARE SERVICES DEFINED.—For purposes of this sec
tion, the term “personal care services” means services—

(1) prescribed by a physician for an individual in accordance
with a plan of treatment,
(2) provided by a person who is qualified to provide such serv-
ices who is not a member of the individual’s family,
(3) supervised by a registered nurse, and
(4) furnished in a home or other location;
but does not include such services furnished to an inpatient or resi-
dent of a hospital or nursing facility.

(¢c) ErrecTIVE DATE.—This section shall take effect on the date of
the enactment of this Act and shall apply with respect to—

(1) personal care services furnished before such date pursuant
to regulations in effect as of July 1, 1989; and
(2) such services furnished before October 1, 1994.

SEC. 4721. MEDICAID COVERAGE OF PERSONAL CARE SERVICES OUTSIDE
THE HOME.

(@) IN GENERAL.—Section 1905(a)7?) (42 US.C. 1396d(a)7) is
amended by striking ‘‘services’”’ and inserting ‘‘services including
personal care services (A) prescribed by a physician for an individ-
ual in accordance with a plan of treatment, (B) provided by an indi-
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vidual who is qualified to provide such services and who is not a
member of the individual’s family, (C) supervised by a registered
nurse, and (D) furnished in a home or other location; but not in-
cluding such services furnished to an inpatient or resident of a
nursing facility’.

(b) EFFective DATE.—The amendment made by this section shall
become effective with respect to personal care services provided on or
after October 1, 1994.

SEC. 4722. MEDICAID COVERAGS OF ALCOHOLISM AND DRUG DEPENDENCY
TREATMENT SERVICES.

Section 1905(a) of the Social Security Act is amended by adding
at the end the following new sentence: “No service (including coun-
seling) shall be excluded from the definition of ‘medical assistance’
solely because it is provided as a treatment service for alcoholism or
drug dependency.”.

SEC. 4723. MEDICAID SPENDDOWN GPTION.
(a) IN GENERAL.—Section 1903(fx2) (42 US.C. 1396b(fX2) is
amended by—

(1) inserting ‘“(A)” after “(2)": and

(2) by adding before the period at the end the following: “or,
(B) notwithstanding section 1916 at State option, an amount
paid by such family, at the family’s option, to the State, provid-
ed that the amount, when combined with costs incurred in prior
months, is sufficient when excluded from the family’s income to
reduce such family’s income below the applicable income limi-
tation described in paragraph (1). The amount of State expendi-
tures for which medical assistance is available under subsection
(a)1) will be reduced by amounts paid to the State pursuant to
this subparagraph.”

(b) ConFORMING AMENDMENT.—Section 1902aX17) (42 U.S.C.
1396a(a)17)) is amended by inserting after “insurance premiums” *,
payments made to the State under section 1903(f(2XB),”.

SEC. 4724. OPTIONAL STATE MEDICAID DISABILITY DETERMINATIONS IN-
DEPENDENT OF THE SOCIAL SECURITY ADMINISTRATION.

(a) IN GENERAL.—Section 1902 (42 U.S.C. 1396a) as amended by
this title, is further amended by adding at the end the following
new subsection:

“(uX1) A State plan may provide for the making of determinations
of disability or blindness for the purpose of determining eligibility
for medical assistance under the State plan by the single State
agency or its designee, and make medical assistance available to in-
dividuals whom it finds to be blind or disabled and who are deter-
mined otherwise eligible for such assistance during the period of
time prior to which a final determination of disability or blindness
is made by the Social Security Administration with respect to such
an individual. In making such determinations, the State must
apply the definitions of disability and biindness found in section
1614(a) of the Social Security Act.”.
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Subpart C—Health Maintenance Organizations

SEC. 4731. REGULATION OF INCENTIVE PAYMENTS TO PHYSICIANS.

(a) PHYSICIAN PAYMENT PLAN.—Section 1903(mX2XA) (42 U.S.C.
1396b(mX2XA)) as amended by this title is further amended—

(1) by striking *, and” at the end of clause (viii) and inserting
a semicolon; :

(%) by striking the period at the end of clause (ix) and insert-
ing ‘s and’; and

(3) by adding at the end the following new clause:

“(x) any physician incentive plan that it operates meets the re-
quirements described in section 1876(GX8).".

(b) REPEAL OF PROHIBITION AGAINST PHYSICIAN INCENTIVE Pay-
MENTS.—Section 1128A(bX1) (42 U.S.C. 1320a-7a(bX1) is—

(1) REPEAL OF PROHIBITION.—Section 1128A(bX1) (42 US.C
1320a-7a(bX1)) is amended by striking “or an entity with a con-
tract under section 1903(m)’”’.

(2)  PENALTIES.—Section 1903(mX5XA) (42 US.C
1396b(mX5XA)) is amended—

(A) by striking “or” at the end of clause (iii);
(B) by adding “or’ at the end of clause (iv); and
(C) by adding at the end the following new clause:
“(v) fails to comply with the requirements of section
1876(iX8),”.

(c) EFFECTIVE DATE.—The amendments made by subsections (a)
and (bX2) shall apply with respect to contract years beginning on or
after January 1, 1992, and the amendments made by subsection
(bX1) shall take effect on the date of the enactment of this Act.

SEC. 4732. SPECIAL RULES.

(a) WAIVER oF 75 PERCENT RULE FOR PuBLic ENTITIES.—Section
1903(mX2XD) (42 U.S.C. 1396b(mX2XD)) is amended by striking “(i)
special circumstances warrant such modification or waiver, and
(i)

(b) EXTENDING SPECIAL TREATMENT TO MEDICARE COMPETITIVE
MEepicaL PLANS.—

(1) 6-MONTH MINIMUM ENROLLMENT PERIOD OPTION.—Section
1902(eX2XA) (42 U.S.C. 1396a(eX2XA)) is amended by inserting
“or with an eligible organization with a contract under section
1876 after “1903(mX2XA)".

(2) ENROLLMENT LOCK-IN.—Section 1903(mX2XF)i) (42 U.S.C.
1396b(mX2XFXi) is amended—

(A) by striking ‘(G) or” and inserting ‘“(G),”, and

(B) adding at the end the following: “or with an eligible
organization with a contract under section 1876 which
meets the requirement of subparagraph (AXii), or”.

(c) AvromaTtic 1-MONTH REENROLLMENT FOR SHORT PERIODS OF
INELIGIBILITY. —Section 1903(mX?) is amended by adding at the end
the following new subparagraph:

“(H) In the case of an individual who—

“Gi) in a month is eligible for benefits under this title and en-
rolled with a health maintenance organization with a contract
under this paragraph,



208

“Gii) in the next month (or in the next 2 months) is not eligi-
ble for such benefits, but

“4iii) in the succeeding month is again eligible for such bene-
fits,

the State plan, subject to subparagraph (A)vi), may enroll the indi-
vidual for that succeeding month with the health maintenance or-
ganization described in clause (i) if the organization continues to
have a contract under this paragraph with the State.”’

(d) ELIMINATION OF PROVISIONAL QUALIFICATION FOR HMOs.—
Section 1903(m) is amended—

(1) in paragraph (2)XAXi), by striking ‘(or the State as author-
ized by paragraph (3))”, and

(2) by striking paragraph (3).

(e) EFFecTIVE DATE.—The amendments made by this section shull
take effect on the date of the enactment of this Act.

SEC. 4733. EXTENSION AND EXPANSION OF MINNESOTA PREPAID MEDICAID
DEMONSTRATION PROJECT.

Section 507 of the Family Support Act of 1988 is amended—

(1) by striking “1991” and inserting “1996": and

(2) by striking the period at the end and inserting the follow-
ing: “, and shall amend such waiver to permit the State to
expand such demonstration project to other counties if the
amount of medical assistance provided under title XIX of such
Act after such expansion will not exceed the amount of medical
assistance provided under such title had the project not been ex-
panded to other counties.”.

SEC. 4734. TREATMENT OF CERTAIN COUNTY-OPERATED HEALTH INSURING
ORGANIZATIONS.

Section 9517(c) of the Consolidated Omnibus Budget Reconcilia-
tion Act of 1985 is amended—

(1) in paragraph (2)A), by inserting “and in paragraph (3)”
after “subparagraph (B)”, and

(2) by adding at the end the following new paragraph:

“(BNA) Subject to subparagraph (C), in the case of up to 3 health
insuring organizations which are described in subparagraph (B),
which first become operational on or after January 1, 1986, and
which are designated by the Governor, and approved by the Legisla-
ture, of California, the amendments made by paragraph (1) shall
not apply.

“(B) A health insuring organization described in this subpara-
graph is one that—

“G) is operated directly by a public entity established by a
county government in the State of California under a State ena-
bling statute;

“G1) enrolls all medicaid beneficiaries residing in the county
in which it operates;

“(tii) meets the requirements for health maintenance organi-
zations under the Knox-Keene Act (Cal. Health and Safety
Code, section 1340 et seq.) and the Waxman-Duffy Act (Cal.
Welf_‘are and Institutions Code, section 14450 et seq.);

“(iv) assures a reasonable choice of providers, which includes
providers that have historically served medicaid beneficiaries
and which does not impose any restriction which substantially
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impairs access to covered services of adequate quality where
medically necessary;

“(v) provides for a payment adjustment for a disproportionate
share hospital (as defined under State law consistent with sec-
tion 1923 of the Social Security Act) in a manner consistent
with the requirements of such section; and

“(i) provides for payment, in the case of childrens’ hospital
services provided to medicaid beneficiaries who are under 21
years of age, who are children with special health care needs
under title V of the Social Security Act, and who are receiving
care coordination services under such title, at rates determined
by the California Medical Assistance Commission.

“(C) Subparagraph (A) shall not apply with respect to any period
for which the Secretary of Health and Human Services determines
that the number of medicaid beneficiaries enrolled with health in-
suring organizations described in subparagraph (B) exceeds 10 per-
cent of the number of such beneficiaries in the State of California.

“(D) In this paragraph, the term ‘medicaid beneficiary’ means an
individual who is entitled to medical assistance under the State
plan under title XIX of the Social Security Act, other than a quali-
fied medicare beneficiary who is only entitled to such assistance be-
cause of section 1902(aX10XE) of such title.”.

Subpart D—Demonstration Projects and Home and
Community-Based Waivers

SEC. 4741. HOME AND COMMUNITY-BASED WAIVERS.

(@) TREATMENT OF RooM AND BoaRrRD.—(1) Subsections (cX1) and
(dX1) of section 1915 (42 U.S.C. 1396n) are each amended by adding
at the end the following: “For purposes of this subsection, the term
‘room and board’ shall not include an amount established under a
method determined by the State to reflect the portion of costs of rent
and food attributable to an unrelated personal caregiver who is re-
siding in the same household with an individual who, but for the
assistance of such caregiver, would require admission to a hospital,
nurrjeing facility, or intermediate care facility for the mentally re-
tarded.”.

(b) ApgusTmMENT TO 1915(d) CEILING TO TAKE INTO ACCOUNT THE
AppED Costs oF OBRA 87.—Section 1915(dX5XBXiv) (42 U.S.C.
1396n(dX5XBXiv)) is amended by striking “this title” the first place
it appears and inserting “this title whose provisions become effective
on or after such date”.

SEC. 4742. TIMELY PAYMENT UNDER WAIVERS OF FREEDOM OF CHOICE OF
HOSPITAL SERVICES.

(@) IN GENERAL.—Section 1915(b)}) (42 US.C. 1396n(b)4) is
amended by inserting before the period at the end the following:
“and if providers under such restriction are paid on a timely basis
in the same manner as health care practitioners must be paid under
section 1902(aX37XA)"". )

(b) ErrFective DATE.—The amendment made by subsection (a)
shall take effect as of the first calendar quarter beginning more
than 30 days after the date of the enactment of this Act.
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(¢) TREATMENT OF PERSONS WITH MENTAL RETARDATION OR A RE-
LATED CONDITION IN A DECERTIFIED FACILITY.—

(1) IN GENERAL.—Section 1915(cX7) (42 U.S.C. 1396n(cX7)) is
amended by adding at the end the following new subparagraph:

“C) In making estimates under paragraph (2)(D) in the case of a
waiver to the extent that it applies to individuals with mental re-
tardation or a related condition who are resident in an intermediate
care facility for the mentally retarded the participation of which
under the State plan is terminated, the State may determine the av-
erage per capita expenditures that would have been made in a fiscal
year for those individuals without regard to any such termination.’.

(2) EFrECTIVE DATE.—The amendment made by paragraph (1)
shall apply as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1981, but shall only apply to fa-
cilities the participation of which under a State plan under
title XIX of the Social Security Act is terminated on or after
the date of the enactment of this Act.

(d) Scope oF REsPITE CARE.—

(1) IN GENERAL.—Section 1915(c)4}) is amended by adding at
the end the following:

“Except as provided under paragraph (2XD), the Secretary may not
restrict the number of hours or days of respite care in any period
which a State may provide under a waiver under this subsection.”,

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apply as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1981.

(e¢) PERMITTING ADJUSTMENT IN ESTIMATES TO TAKE INTO AcC-
COUNT PREADMISSION SCREENING REQUIREMENT.—In the case of a
waiver under section 1915(c) of the Social Security Act for indwid-
uals with mental retardation or a related condition in a State, the
Secretary of Health and Human Services shall permit the State to
adjust the estimate of average per capita expenditures submitted
under paragraph (2XD) of such section, with respe~t to such expendi-
tures made on or after January 1, 1989, to take into account in-
creases in expenditures for, or utilization of, intermediate care fa-
cilities for the mentally retarded resulting from implementation of
section 1919(e)(7)(A) of such Act.

SEC. 4744. PROVISIONS RELATING TO FRAIL ELDERLY DEMONSTRATION
PROJECT WAIVERS.

(@) ExPANSION OF WAIVERS.—Section 9412(b) of the Omnibus
Budget Reconciliation Act of 1986 is amended—

(1) in paragraph (1), by striking “10” and inserting “15”: and

(2) by adding at the end the following new paragraph:

“(3) In the case of an organization receiving an initial waiver
under this subsection on or after October 1, 1990, the Secretary
(at the request of the organization) shall not require the organi-
zation to provide services under title X VIII of the Social Securi-
ty Act on a capitated or other risk basis during the first 2 years
of the waiver.”.

(b) APPLICATION OF SPOUSAL IMPOVERISHMENT RuULES.—(1) Sec-
tion 1924(a) (42 U.S.C. 1396r-5(a)) is amended by adding at the end
the following rew paragraph:
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“(5) APPLICATION TO INDIVIDUALS RECEIVING SERVICES FROM
ORGANIZATIONS RECEIVING CERTAIN WAIVERS.—This section ap-
plies to individuals receiving institutional or noninstitutional
services from any organization receiving a frail elderly demon-
stration project waiver under section 9412(b) of the Omnibus
Budget Reconciliation Act of 1986."".

(2) Section 9412(b) of the Omnibus Budget Reconciliation Act of
1986, as amended by subsection (a), is amended by adding at the
end the following new paragraph:

“(4) Section 1924 of the Social Security Act shall apply to any
individual receiving services from an organization receiving a
watver under this subsection.”.

SEC. 4745. DEMONSTRATION PROJECTS TO STUDY THE EFFECT OF ALLOW-
ING STATES TO EXTEND MEDICAID COVERAGE TO CERTAIN
LOW-INCOME FAMILIES NOT OTHERWISE QUALIFIED TO RE-
CEIVE MEDICAID BENEFITS.

(a) DEMONSTRATION PROJECTS.—

~—_(1) IN GENERAL.—(A) The Secretary of Health and Human

Services (hereafter in this section referred to as the “Secretary’)
shall enter into agreements with 3 and no more than 4 States
submitting applications under this section for the purpose of
conducting demonstration projects to study the effect on access
to, and costs of, health care of eliminating the categorical eligi-
bility requirement for medicaid benefits for certain low-income
individuals.

(B) In entering into agreements with States under this section
the Secretary shall provide that at least 1 and no more than 2
of the projects are conducted on a substate basis.

(%) REQUIREMENTS.—(A) The Secretary may not enter into an
agreement with a State to conduct a project unless the Secretary
determines that—

(i) the project can reasonably be expected to improve
access to health insurance coverage for the uninsured;

(i) with respect to projects for which the statewideness
requirement has not been waived, the State provides, under
its plan under title XIX of the Social Security Act, for eli-

gibility for medical assistance for all individuals described
in subparagraphs (A), (B), (C), and (D) of paragraph (1) of
section 1902(1) of such Act (based on the State's election of
certain eligibility options the highest income standards
and, based on the State’s waiver of the application of any
resource standard);

(iii) eligibility for benefits under the project is limited to
individuals in families with income below 150 percent of
the income official poverty line and who are not individ-
uafz receiving benefits under title XIX of the Social Securi-
ty Act;

(iv) if the Secretary determines that it is cost-efZective for
the project to utilize employer coverage (as described in sec-
tion 1925(bX4XD) of the Social Security Act), the project
must require an employer contribution and benefits under
the State plan under title XIX of such Act will continue to
be made available to the extent they are not available
under the employer coverage;
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(v) the project provides for coverage of benefits consistent
with subsection (b); and

(vi) the project only imposes premiums, coinsurance, and
other cost-sharing consistent with subsection (c).

(B) The Secretary may waive the requirements of clause (ii) of
this paragraph with respect to those projects described in sub-
paragraph (B) of paragraph (1).

(3) PERMISSIBLE RESTRICTIONS.—A project may limit eligibil-
ity to individuals whose assets are valued below a level speci-
fied by the State. For this purpose, any evaluation of such
assets shall be made in a manner consistent with the standards
for valuation of assets under the State plan under title XIX of
the Social Security Act for individuals entitled to assistance
under part A of title IV of such Act. Nothing in this section
shall be construed as requiring a State to provide for eligibility
for individuals for months before the month in which such eli-
gibility is first established.

(4) EXTENSION OF ELIGIBILITY.—A project may provide for ex-
tension of eligibility for medical assistance for individuals cov-
ered under the project in a manner similar to that provided
under section 1925 of the Social Security Act to certain families
receiving aid pursuant to a plan of the State approved under
part A of title IV of such Act.

(5) WAIVER OF REQUIREMENTS.—

(A) IN GENERAL.—Subject to subparagraph (B), the Secre-
tary may waive such requirements of title XIX of the Social
Security Act (except section 1903(m) of the Social Security
Act) as may be required to provide for additional coverage
of individuals under projects under this section.

(B) NONWAIVABLE PROVISIONS.—Except with respect to
those projects described in subparagraph (B) of paragraph
(1), the Secretary may not waive, under subparagraph (A),
the statewideness requirement of section 1902a)(1) of the
Social Security Act or the Federal medical assistance per-
centage specified in section 1905(b) of such Act.

(b) BENEFITS.—

(1) IN GENERAL.—Except as provided in this subsection, the
amount, duration, and scope of medical assistance made avail-
able under a project shall be the same as the amount, duration,
and scope of such assistance made available to individuals enti-
tled to medical assistance under the State plan under section
1902(a 10X AXi) of the Social Security Act.

(2) LIMITS ON BENEFITS.—

(A) REQUIRED.—Except with respect to those projects de-
scribed in subparagraph (B) of paragraph (1), no medical
assistance shall be made available under a project for nurs-
ing facility services or community-based long-term care
services (as defined by the Secretary) or for pregnancy-relat-
ed services. No medical assistance shall be made available
under a project to individuals confined to a State correc-
tional facility, county jail, local or county detention center,
or other State institution.

(B) PERMISSIBLE.—A State, with the approval of the Sec-
retary, may limit or otherwise deny eligibility for medical
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assistance under the project and may limit coverage of
items and services under the project, other than early and
periodic screening, diagnostic, and treatment services for
children under 18 years of age.

(3) USE OF UTILIZATION CONTROLS.—Nothing in this subsec-
tion shall be construed as limiting a State's authorii; ': impose
controls over utilization of services, including preadmission re-
quirements, managed care provisions, use of preferred providers,
and use of second opinions before surgical procedures.

(c) PREMIUMS AND COST-SHARING.—

(1) NONE FOR THOSE WITH INCOME BELOW THE POVERTY
LINE.—Under a project, there shall be no premiums, coinsur-
ance, or other cost-sharing for individuals whose family income
level does not exceed 100 percent of the income official poverty
line (as defined in subsection (gX1)) applicable to a family of the
size involved.

(2) LIMIT FOR THOSE WITH INCOME ABOVE THE POVERTY
LINE.—Under a project, for individuals whose family income
level exceeds 100 percent, but is less than 150 percent, of the
income official poverty line applicable to a family of the size in-
volved, the monthly average amount of premiums, coinsurance,
and other cost-sharing for covered items and services shall not
exceed 3 percent of the family’s average gross monthly earnings.

(3) INcoME DETERMINATION.—Each project shall provide for
determinations of income in a manner consistent with the
methodology used for determinations of income under title XIX
of the Social Security Act for individuals entitled to benefits
under part A of title IV of such Act.

(d) DuraTioN.—Each project under this section shall commence
not later than July 1, 1991 and shall be conducted for a 3-year
period; except that the Secretary may terminate such a project if the
Secretary determines that the project is not in substantial compli-
ance with the requirements of this section.

(e) Limrts oN EXPENDITURES AND FUunDING.—

(1) IN GENERAL.—(A) The Secretary in conducting projects
shall limit the total amount of the Federal share of benefits
paid and expenses incurred under title XIX of the Social Secu-
rity Act to no more than $12,000,000 in each of fiscal years
1991, 1992, and 1993, and to no more than $4,000,000 in fiscal
year 1994.

(B) Of the amounts appropriated under subparagraph (A), the
Secretary shall provide that no more than one-third of such
amounts shall be used to carry out the projects described in
paragraph (1XB) of subsection (a) (for which the statewideness
requirement has been waived).

(2) No FUNDING OF CURRENT BENEFICIARIES.—No funding
shall be available under a project with respect to medical as-
sistance provided to individuals who are otherwise eligible for
medical assistance under the plan without regard to the project.

(3) No INCREASE IN FEDERAL MEDICAL ASSISTANCE PERCENT-
AGE.—Payments to a State under a project with respect to ex-
penditures made for medical assistance made available under
the project may not exceed the Federal medical assistance per-



214

centage (as defined in section 1905(b) of the Social Security Act)
of such expenditures.
(f) EVALUATION AND REPORT.—

(1) Evarvarions.—For each project the Secretary shall pro-
vide for an evaluation to determine the effect of the project
with respect to—

(A) access to, and costs of, health care,
(B) private health care insurance coverage, and
(C) premiums and cost-sharing.

(2) REPORTS.—The Secretary shall prepare and submit to Con-
gress an interim report on the status of the projects not later
than January 1, 1993, and a final report containing such sum-
mary together with such further recommendations as the Secre-
tary may determine appropriate not later than January 1, 1995.

(g¢) DEFINITIONS.—In this section:

(1) The term “‘income official poverty line’’ means such line as
defined by the Office of Management and Budget and revised
annually in accordance with section 673(2) of the Omnibus
Budget Reconciliation Act of 1981.

(2) The term ‘‘project” refers to a demonstration project under
subsection (a).

SEC. 4746. MEDICAID RESPITE DEMONSTRATION PROJECT EXTENDED.

Section 9414 of the Omnibus Budget Reconciliation Act of 1986 is
amended—

(1) by amending subsection (e) to read as follows:
“le) DuratroN.—The project under this section may continue until
September 30, 1992.”; and
(2) in subsection (d), by striking the last sentence and insert-
ing in lieu thereof the following new sentence: “For the period
beginning October 1, 1990, and ending September 30, 1992, Fed-
eral payments for the project shall not exceed amounts expend-
ed under the project in the preceding fiscal year.”.
SEC. 4747. DEMONSTRATION PROJECT TO PROVIDE MEDICAID COVERAGE
FOR HIV-POSITIVE INDIVIDUALS.

(@) IN GENERAL.—Not later than 3 months after the date of the
enactment of this Act, the Secretary of Health and Human Services
(hereafter in this section referred to as the “Secretary”) shall pro-
vide for 2 demonstration projects to be administered by States that
submit an application under this section, through programs admin-
istered by the States under title XIX of the Social Security Act.
Such demonstration projects shall provide coverage for the services
described in subsection (c) to individuals whose income and re-
sources do not exceed the maximum allowable amount for eligibility
for any individual in any category of disability under the State plan
under section 1902 of the Social Security Act, and who have tested
positive for the presence of HIV virus (without regard to the pres-
irzlcle_z)scjf any symptoms of AIDS or opportunistic diseases related to

(b) SERVICES AVAILABLE UNDER A DEMONSTRATION PrOJECT.—(1)
The medical assistance made available to individuals described in
section 1902(a)(10)A) of the Social Security Act shall be made avail-
able to individuals described in subsection (a) who receive services
under a demonstration project under such paragraph.
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(2) A demonstration project under subsection (a) shall provide
services in addition to the services described in paragraph (15J which
shall be limited only on the basis of medical necessity or the appro-
priateness of such services. To the extent not provided as described
in paragraph (1), such additional services shall include—

(A) general and preventative medical care services (including
inpatient, outpatient, residential care, physician visits, clinic
visits, and hospice care);

(B) prescription drugs, including drugs for the purposes of
preventative health care services;

(C) counseling and social services;

(D) substance abuse treatment services (including services for
multiple substances abusers);

(E) home care seruvices (including assistance in carrying out
activities of daily living);

(F) case management;

(G) health education services;

(H) respite care for caregivers;

(@) dental services; and

(J) diagnostic and laboratory services.

(c) AGREEMENTS WrTH STATES.—(1) Each State conducting a dem-
onstration project under subsection (a) shall enter into an agreement
with a hospital and at least one other nonprofit organization sub-
mitting applications to the State. The State shall require that such
hospital and other entity have a demonstrated record of case man-
agement of patients who have tested positive for the presence of HIV
virus and have access to a control group of such type of patients
who are not receiving State or Federal payments for medical services
(or other payments from private insurance coverage) before develop-
ing symptoms of AIDS. Under such agreement, the State shall agree
to pay each such entity for the services provided under subsection (b)
and not later than 12 months after the commencement of a demon-
stration project, institute a system of monthly payment to each such
entity based on the average per capita cost of the services described
in subsection (c) provided to individuals described in paragraphs (1)
and (2) of subsection (a).

(2) A demonstration project described in subsection (a) shall be
limited to an enrollment of not more than 200 individuals.

(3) A demonstration project conducted under subsection (a) shall
commence not later than 9 months after the date of the enactment
of this Act and shall terminate on the date that is 3 years after the
date of commencement.

(4XA) The Secretary shall provide for an evaluation of the com-
parative costs of providing services to individuals who have tested
positive for the presence of HIV virus at an early stage after detec-
tion of such virus and those that are treated at a later stage after
such detection.

(B) The Secretary shall report to Congress on the results of the
evaluation conducted under subparagraph (A) no later than 6
months after the date of termination of the demonstration projects
described in this section.

(d) FEDERAL SHARE oOF CoSTS.—The Federal share of the cost of
services described in paragraph (3) furnished under a demonstration
project conducted under paragraph (1) shall be determined by the
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otherwise applicable Federal matching assistance percentage pursu-
ant to section 1905(b) of the Social Security Act.

(e) WAIVER OF REQUIREMENTS OF THE SOCIAL SECURITY AcT.—The
Secretary may waive such requirements of the Social Security Act as
the Secretary determines to be necessary to carry out the purposes of
this section.

(f) LiMITATION ON AMOUNT OF ExPENDITURES.—The amount of
funds that may be expended as medical assistance to carry out the
purposes of this section shall be $5,000,000 for fiscal year 1991,
$12,000,000 for fiscal year 1992, and $13,000,000 for fiscal year 1993.

Subpart E—Miscellaneous

SEC. 4751. REQUIREMENTS FOR ADVANCED DIRECTIVES UNDER STATE

PLANS FOR MEDICAL ASSISTANCE.

(a) IN GENERAL.—Section 1902 (42 U.S.C. 1396a(a)), as amended
by sections 4401(a)?2), 4601(d), 4701(a), 4711(a), and 4722 of this title,
is amended—

(1) in subsection (a)—

(A) by striking “and’ at the end of paragraph (55),

(B) by striking the period at the end of paragraph (56)
and inserting ‘; and”, and

(C) by inserting after paragraph (56) the following new
paragraphs:

“(67) provide that each hospital, nursing facility, provider of
home health care or personal care services, hospice program, or
health maintenance organization (as defined in section
1903(mX1)(A)) receiving funds under the plan shall comply with
the requirements of subsection (w);

“(568) provide that the State, acting through a State agency,
association, or other private nonprofit entity, develop a written
description of the law of the State (whether statutory or as rec-
ognized by the courts of the State) concerning advance directives
that would be distributed by providers or organizations under
the requirements of subsection (w).” and

(2) by adding at the end the following new subsection:

“(wX1) For purposes of subsection (a)5?) and sections
1903(m)1)XA) and 1919(cX2)E), the requirement of this subsection is
that a provider or organization (as the case may be) maintain writ-
ten policies and procedures with respect to all adult individuals re-
ceiving medical care by or through the provider or organization—

“(A) to provide written information to each such individual
concerning—

“t) an individual’s rights under State law (whether stat-
utory or as recognized by the courts of the State) to make
decisions concerning such medical care, including the right
to accept or refuse medical or surgical treatment and the
right to formulate advance directives (as defined in para-
graph (3), and

“ii) the provider’s or organization’s written policies re-
specting the implementation of such rights;

“(B) to document in the individual’s medical record whether
or not the individual has executed an advance directive;
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“C) not to condition the provision of care or otherwise dis-
criminate against an individﬁal based on whether or not the in-
dividual has executed an advance directive;

‘D) to ensure compliance with requirements of State law
(whether statutory or as recognized by the courts of the State)
respecting advance directives; and

(E) to provide (individually or with others) for education for
staff and the community on issues concerning advance direc-
tives.

Subparagraph (C) shall not be construed as requiring the provision

of care which conflicts with an advance directive.

“(2) The written information described in paragraph (1XA) shall
be provided to an adult individual—

“CA) in the case of a hospital, at the time of the individual’s
admission as an inpatient,

“(B) in the case of a nursing facility, at the time of the indi-
vidual’s admission as a resident,

“C) in the case of a provider of home health care or personal
care services, in advance of the individual coming under the
care of the provider,

“D) in the case of a hospice program, at the time of initial
receipt of hospice care by the individual from the program, and

‘CE) in the case of a health maintenance organization, at the
time of enrollment of the individual with the organization.

“(3) Nothing in this section shall be construed to prohibit the ap-
plication of a State law which allows for an objection on the basis
of conscience for any health care provider or any agent of such pro-
vider which as a matter of conscience cannot implement an advance
directive.”"

“4) In this subsection, the term ‘advance directive’ means a writ-
ten instruction, such as a living will or durable power of attorney
for health care, recognized under State law (whether statutory or as
recognized by the courts of the State) and relating to the provision
of such care when the individual is incapacitated.

(b) CONFORMING AMENDMENTS.—

d(I) Section 1903(m)1XAX42 U.S.C. 1396b(m)1XA)) is amend-
e —
(A) by inserting “meets the requirement of section

1902(w)” after “which” the first place it appears, and

(B) by inserting “meets the requirement of section 1902(a)
and’” after “which” the second place it appears.

(2) Section 1919(cX2) of such Act (42 U.S.C. 1396r(ck2) is
amended by adding at the end the following new subparagraph.:

“(E) INFORMATION RESPECTING ADVANCE DIRECTIVES.—A
nursing facility must comply with the requirement of sec-
tion 1902(w) (relating to maintaining written policies and
procedures respecting advance directives).”.

(c) EFrecTIvE DATE.—The amendments made by this section shall
a’fgly with respect to services furnished on or after the first day of
the first month beginning more than 1 year after the date of the en-
actment of this Act.

(d) PuBLic EDUCATION CAMPAIGN.—

(1) In GENERAL.—The Secretary, no later than 6 months after
the date of enactment of this section, shall develop and imple-
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ment a national campaign to inform the public of the option to
execute advance directives and of a patient’s right to participate
and direct health care decisions.

(2) DEVELOPMENT AND DISTRIBUTION OF INFORMATION.—The
Secretary shall develop or approve nationwide informational
materials that would be distributed by providers under the re-
quirements of this section, to inform the public and the medical
and legal profession of each person’s right to make decisions
concerning medical care, including the right to accept or refuse
medical or surgical treatment, and the existence of advance di-
rectives.

(3) PROVIDING ASSISTANCE TO STATES.—The Secretary shall
assist appropriate State agencies, associations, or other private
entities in developing the State-specific documents thai would
be distributed by providers under the requirements of this sec-
tion. The Secretary shall further assist appropriate State agen-
cies, associations, or other private entities in ensuring that pro-
viders are provided a copy of the documents that are to be dis-
tributed under the requirements of the section.

(4) Duties oF SECRETARY.—The Secretary shall mail informa-
tion to Social Security recipients, add a page to the medicare
handbook with respect to the prouvisions of this section.

SEC. 4752. IMPROVEMENT IN QUALITY OF PHYSICIAN SERVICES.

(a) USeE oF UNIQUE PHYSICIAN IDENTIFIERS.—

(1) ESTABLISHMENT OF SYSTEM.—

(A) IN GENERAL.—Section 1902 (42 U.S.C. 1396a) as
amended by sections 4601(d), 4701(a), 4711(a), 4722(a), and
4?51(a) is further amended by adding at the end the follow-
ing new subsection:

“lx) The Secretary shall establish a system, for implementation by
not later than July 1, 1991, which provides for a unique identifier
for each physician who furnishes services for which payment may be
made under a State plan approved under this title.”.

(B) DEADLINE AND CONSIDERATIONS.—The system estab-
lished under the amendment made by subparagraph (A)
may be the same as, or different from, the system estab-
lished under section 9202(g) of the Consolidated Omnibus
Budget Reconciliation Act of 1985.

(2) REQUIRING INCLUSION WITH CLAIMS.—Section 1903() (42
U.S.C. 1396b(i)), as amended by this title, is amended—

(A) by striking the period at the end of paragraph (11)
and inserting ‘S or”, and

(B) by inserting after paragraph (11) the following new
paragraph:

12) with respect to any amount expended for physicians’
services furnished on or after the first day of the first quarter
beginning more than 60 days after the date of establishment of
the physician identifier system under section 1902(x), unless the
claim for the services includes the unique physician identifier
provided under such system.”.

(b) MAINTENANCE OF ENCOUNTER DATA BY HEALTH MAINTENANCE
ORGANIZATIONS.—

[
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(I) IN GENERAL.—Section 1903(mX2XA) (42 US.C.
1396b(mX2XA)), as amended by this title, is amended—

(A) by striking “and’ at the end of clause (ix),

(B) by striking the period at the end of clause (x) and in-
serting ‘¢ and’”, and

(C) by adding at the end the following new clause:

“(xi) such contract provides for maintenance of sufficient pa-
tient encounter data to identify the physician who delivers serv-
ices to patients.””

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to contract years beginning after the date of the
establishment of the system described in section 1902(x) of the
Social Security Act.

(c) MAINTENANCE OF LIST OF PHYSICIANS BY STATES.—

(1) INn GENERAL.—Section 1902(a) (42 U.S.C. 1396a(a), as
amended by this title, is further amended—

(A) by striking “and” at the end of paragraph (56),

(B) by striking the period at the end of paragraph (57)
and inserting ‘¢ and”, and

(C) by inserting after paragraph (57) the following new
paragraph:

“38) maintain a list (updated not less often than monthly,
and containing each physician’s unique identifier provided
under the system established under subsection (v)) of all physi-
cians who are certified to participate under the State plan.”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall apply to medical assistance for calendar quarters be-
ginning more than 60 days after the date of establishment of
the physician identifier system under section 1902(x) of the
Social Security Act.

(d) FOREIGN MEDICAL GRADUATE CERTIFICATION.—

(1) PASSAGE OF FMGEMS EXAMINATION IN ORDER TO OBTAIN
DENTIFIER.—The Secretary of Health and Human Service shall
provide, in the identifier system established under section
1902(x) of the Social Security Act, that no foreign medical grad-
uate (as defined in section 1886(hX5XD) of such Act) shall be
issued an identifier under such system unless the individual—

(A) has passed the FMGEMS examination (as defined in
section 1886(hX5)XE) of such Act);

(B) has previously received certification from, or has pre-
viously passed the examination of, the Educational Com-
mission for Foreign Medical Graduates; or

(C) has held a license from 1 or more States continuously
since 1958.

(2) EFFECTIVE DATE.—Paragraph (1) shall apply with respect
to issuance of an identifier applicable to services furnished on
or after January 1, 1992.

(e) MINIMUM QUALIFICATIONS FOR BILLING FOR PHYSICIANS’ SERV-
ICES T0 CHILDREN AND PREGNANT WOMEN.—Section 1903G) (42
US.C. 1396b(i)), as amended by this title and subsection (aX?) of
this section, is further amended— )

(1) by striking the period at the end of paragraph (13) and in-
serting “; or’: and
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(9) by inserting after paragraph (13) the following new para-

aph:

“14) with respect to any amount expended for physicians’
services furnished by a physician on or after January 1, 1992,
to—

“CA) a child under 21 years of age, unless the physician—

“G) is certified in family practice or pediatrics by the
medical specialty board recognized by the American
Board of Medical Specialties for family practice or pe-
diatrics,

“i) is employed by, or affiliated with, a Federally-
qualified health center (as defined in section
1905(10(2)(B)),

“(iti) holds admitting privileges at a hospital partici-
pating in a State plan approved under this title,

“Gv) is a member of the National Health Service
Corps,

“v) documents a current, formal, consultation and
referral arrangement with a pediatrician or family
practitioner who has the certification described in
clause (i) for purposes of specialized treatment and ad-
mission to a hospital, or

“(vi) has been certified by the Secretary as qualified
to provide physicians’ services to a child under 21 years
of age; or

“YB) to a pregnant woman (or during the 60 day period
beginning on the date of termination of the pregnancy)
unless the physician—

“G) is certified in family practice or obstetrics by the
medical specialty board recognized by the American
Board of Medical Specialties for family practice or ob-
stetrics,

“6Gi) is employed by, or affiliated with, a Federally-
qualified health center (as defined in section
1905(L(2)(B)),

“(iii) holds admitting privileges at a hospital partici-
pating in a State plan approved under this title,

“Gv) is a member of the National Health Service
Corps,

“lv) documents a current, formal, consultation and
referral arrangement with an obstetrician or family
practitioner who has the certification described in
clause (i) for purposes of specialized treatment and ad-
mission to a hospital, or

“tvi) has been certified by the Secretary as qualified
to provide physicians’ services to pregnant women.”.

(f) REPORTING OF MISCONDUCT OR SUBSTANDARD CARE.—

(1) IN GENERAL.—Section 1921(a) (42 US.C. 1396r-2a)) is
amended—

(A) in paragraph (1), in the matter before subparagraph
(A), by inserting “(or any peer review organization or pri-
vate accreditation entity reviewing the services provided by

hecczilth care practitioners)” after “health care practitioners’;
an
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(B) in paragraph (1), by adding at the end the following
new subparagraph:

“D) Any negative action or finding by such authority, or-
ganization, or entity regarding the practitioner or entity.”.
(2) EFFeECTIVE DATE.—The amendments made by paragraph
(1) shall apply to State information reporting systems as of Jan-
uary 1, 1992, without regard to whether or not the Secretary of
Health and Human Services has promulgated any regulations

to carry out such amendments by such date.

SEC. 4753. CLARIFICATION OF AUTHORITY OF INSPECTOR GENERAL.
Section 1128A@) (42 U.S.C. 1320a-7a(j) is amended—
(1) by striking “(G)” and inserting “(iX1)”; and
(2) by adding at the end the following new paragraph:
“C2) The Secretary may delegate authority granted under this sec-
tion and under section 1128 to the Inspector General of the Depart-
ment of Health and Human Services.”.

SEC. 4754, NOTZ}%;'O STATE MEDICAL BOARDS WHEN ADVERSE ACTIONS

(a) IN GENERAL.—Section 1902(a)(41) (42 U.S.C. 1396a(a)4l) is
amended by inserting “and, in the case of a physician and notwith-
standing paragraph (7), the State medical licensing board” after
“shall promptly notify the Secretary”.

(b) EFFecTIVE DATE.—The amendment made by subsection (a)
shall apply to sanctions effected more than 60 days after the date of
the enactment of this Act.

SEC. 4755. MISCELLANEOUS PROVISIONS.
(a) PsYCHIATRIC HOSPITALS.—

(1) CLARIFICATION OF COVERAGE OF INPATIENT PSYCHIATRIC
HOSPITAL SERVICES.—

(A) IN GENERAL.—Section 1905(h)1XA) (42 U.S.C.
1396d(hX1)XA)), as amended by section 2340(b) of the Deficit
Reduction Act of 1984, is amended by inserting ‘“or in an-
other inpatient setting that the Secretary has specified in
regulations’ after “1861(1)".

(B) EFFEcTIVE DATE.—The amendment made by subpara-
graph (A) shall be effective as if included in the enactment
of the Deficit Reduction Act of 1984.

(2) INTERMEDIATE SANCTIONS FOR PSYCHIATRIC HOSPITALS.—
Section 1902 (42 U.S.C. 1396a) as amended by this title is fur-
ther amended by adding at the end the following new subsec-
tion:

“OoX1) In addition to any other authority under State law, where
a State determines that a psychiatric hospital which is certified for
participation under its plan no longer meets the requirements for a
psychiatric hospital (referred to in section 1905(h)) and further finds
that the hospital’s deficiencies— )

“(A) immediately jeopardize the health and safety of its pa-
tients, the State shallpa terminate the hospital’s participation
under the State plan; or

“B) do not immediately jeopardize the health and safety of
its patients, the State may terminate the hospital’s partic;'pa-
tion under the State plan, or provide that no payment will be
made under the State plan with respect to any individual ad-
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mitted to such hospital after the effective date of the finding, or
both.

“2) Except as provided in paragraph (3), if a psychiatric hospital
described in paragraph (1X(B) has not complied with the require-
ments for a psychiatric hospital under this title—

“(A) within 3 months after the date the hospital is found to
be out of compliance with such requirements, the State shall
provide that no payment will be made under the State plan
with respect to any individual admitted to such hospital after
the end of such 3-month period, or

“CB) within 6 months after the date the hospital is found to
be out of compliance with such requirements, no Federal finan-
cial participation shall be provided under section 1903(a) with
respect to further services provided in the hospital until the
State finds that the hospital is in compliance with the require-
ments of this title.

“3) The Secretary may continue payments, over a period of not
longer than 6 months from the date the hospital is found to be out
of compliance with such requirements, if—

“(A) the State finds that it is more appropriate to take alter-
native action to assure compliance of the hospital with the re-
quirements than to terminate the certification of the hospital,

“(B) the State has submitted a plan and timetable for correc-
tive action to the Secretary for approval and the Secretary ap-
proves the plan of corrective action, and

“(C) the State agrees to repay to the Federal Government pay-
ments received under this paragraph if the corrective action is
Z;}t ”taken in accordance with the approved plan and timeta-

e’

(b) STATE UriLizaTioNn REVIEW SYSTEMS.—Section 9432 of the
Omnibus Budget Reconciliation Act of 1986 is amended—

(1) in subsection (a)—

(A) by inserting ‘(1)” after “IN GENERAL.— ",

(B) by striking *, during the period’ and all that follows
through “Congress,”, and

(C) by adding at the end the following new paragraph:

2) The Secretary may not, during the period beginning on the
date of the enactment of the Omnibus Budget Reconciliation Act of
1990 and ending on the date that is 180 days after the date on
which the report required by subsection (d) is submitted to the Con-
gress, publish final or interim final regulations requiring a State
plan approved under title XIX of the Social Security Act to include
a program for ambulatory surgery, preadmission testing, or same-
day surgery.’;

(2) in subsection (b)4}), by inserting “and subsection (d)” after
“In this subsection’: and

(3) by adding at the end the following new subsection:

“(d) REPORT.—The Secretary shall report to Congress, by not later
ghan January 1, 1993, for each State in a representative sample of

tates—

“(1) an analysis of the procedures for which programs for am-
bulatory surgery, preadmission testing, and same-day surgery
are appropriate for patients who are covered under the State
medicaid plan, and

i’
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“C2) the effects of such programs on access of such patients to
necessary care, quality of care, and costs of care.

In selecting such a sample of States, the Secretary shall include
some States with medicaid plans that include such programs.”.
(¢c) ADDITIONAL MISCELLANEOUS PROVISIONS.—

(1) Effective July 1, 1990—

(A) section 1902(a)10XCiGiv) of the Social Security Act is
amended by striking “through (20)” and inserting “through
(21)”, and

(B) section 1902(j) of such Act is amended by striking
“through (21)” and inserting “through (22)".

(2) Effective as if included in subtitle D of title VI of the Om-
nibus Budget Reconciliation Act of 1989, section 301(j) of the
Federal Food, Drug, and Cosmetic Act (21 US.C. 331() is
amended by adding at the end the following: “This paragraph
does not authorize the withholding of information from either
House of Congress or from, to the extent of matter within its ju-
risdiction, any committee or subcommittee of such committee or
any joint committee of Congress or any subcommittee of such
Joint committee.”.

(3) Section 505(b) (42 U.S.C. 705(b)) is amended in the matter
preceding paragraph (1) by striking “requirement” and inserting
“requirements’.

PART 5—PROVISIONS RELATING TO NURSING
' HOME REFORM

SEC. 4801. TECHNICAL CORRECTIONS RELATING TO NURSING HOME
REFORM.

(¢) Nurse AIDE TRAINING AND COMPETENCY EVALUATION.—

(1) No COMPLIANCE ACTIONS BEFORE EFFECTIVE DATE OF
GUIDELINES.—The Secretary of Health and Human Services
shall not take (and shall not continue) any action against a
State under section 1904 of the Social Security Act on the basts
of the State’s failure to meet the requirement of section
1919(eX1XA) of such Act before the effective date of guidelines,
issued by the Secretary, establishing requirements under section
1919(fX2XA) of such Act, if the State demonstrates to the satis-
faction of the Secretary that it has made a good faith effort to
meet such requirement before such effective date.

(2) PART-TIME NURSE AIDES NOT ALLOWED DELAY IN TRAIN-
IZG.—Section 1919(b)5XA) (42 U.S.C. 1396r(b)5)(A) is amend-
e —

(i) by striking “A nursing facility” and inserting “(i)
Except as provided in clause (ii), a nursing facility”’;

(ti) by striking “(on a full-time, temporary, per diem,
or other basis) and inserting “on a full-time basis”’;

(iii) by striking “(1)” and ‘(ii)” and inserting “(D”
and “dD)’: and

(iv) by adding at the end the following:

“6ii) A nursing facility must not use on a temporary,
per diem, leased, or on any other basis other than as a
permanent employee any individual as a nurse aide in
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the facility on or after January 1, 1991, unless the indi-
vidual meets the requirements described in clause (i).”.

(3) REQUIREMENT TO OBTAIN INFORMATION FROM NURSE AIDE
REGISTRY.—Section 1919(B)5XC) (42 U.S.C. 1396r®X5XC) is
amended by striking “the State registry established under sub-
section (eX2XA) as to information in the registry” and inserting
“any State registry established under subsection (eX2XA) that
the facility believes will include information”.

(4) RETRAINING OF NURSE AIDES.—Section 1919(bX5)XD) (42
U.S.C. 1396r(bX5XD)) is amended by striking the period at the
end and inserting “, or a new competency evaluation program.”.

(5) CLARIFICATION OF NURSE AIDES NOT SUBJECT TO
CHARGES.—Section 1919(fX2XAXiv) (42 US.C. 1396r(f(2XAXiv)
is amended—

(A) in subclause (I), by striking “and’ at the end;

(B) in subclause (II), by inserting after “nurse aide’ the
following: “who is employed by (or who has received an
offer of employment from) a facility on the date on which
the aide begins either such program’;

(C) in subclause (II), by striking the period at the end and
inserting *, and’’: and

(D) by adding at the end the following new subclause:

‘“l) in the case of a nurse aide not described in
subclause (II) who is employed by (or who has re-
ceived an offer of employment from) a facility not
later than 12 months after completing either such
program, the State shall provide for the reimburse-
ment of costs incurred in completing such program
on a pro rata basis during the period in which the
nurse aide is so employed.”.

(6) MODIFICATION OF NURSING FACILITY DEFICIENCY STAND-
ARDS.—

(A) IN GENERAL.—Section 1919(H2XBXiiixI) (42 U.S.C.
13961(fX2XBXitiXI) is amended to read as follows:

“(D offered by or in a nursing facility which,
within the previous 2 years—

‘“la) has operated under a waiver under sub-
section (BX4XCXii) that was granted on the
basis of a demonstration that the facility is
unable to provide the nursing care required
under subsection (bX4XC)Xi) for a period in
excess of 48 hours during a week;

“(b) has been subject to an extended (or par-
tial  extended) survey under section
1819(gX2XBXi) or subsection (gX2XBXi); or

“lc) has been assessed a civil money penalty
described in section 1819(h)2XBXii) or subsec-
tion (hX2XAXii) of not less than $5,000, or has
been subject to a remedy described in subsec-
tion (RXIXBXi), clause (i), (iii), or (iv) of subsec-
tion (RX2XA), clause (i) or (iii) of section
1819(hX2XB), or section 1819(hX4), or.

(B) EFrFeCTIVE DATE.—The amendments made by sub-
paragraph (A) shall take effect as if included in the enact-
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ment of the Omnibus Budget Reconciliation Act of 1987,
except that a State may not approve a training and compe-
tency evaluation program or a competency evaluation pro-
gram offered by or in a nursing facility which, pursuant to
any Federal or State law within the 2-year period begin-
ning on October 1, 1988—

(1) had its participation terminated under title XVIII
of the Social Security Act or under the State plan
under title XIX of such Act;

(i) was subject to a denial of payment under either
such title;

(tii) was assessed a civil money penalty not less than
$5,000 for deficiencies in nursing facility standards;

(iv) operated under a temporary management ap-
pointed to oversee the operation of the facility and to
ensure the health and safety of the facility’s residents;
or

(v) pursuant to State action, was closed or had its
residents transferred.

(7) CLARIFICATION OF STATE RESPONSIBILITY TO DETERMINE
COMPETENCY.—Section 1919(fX2XB) (42 U.S.C. 1396r(f(2XB)) is
amended in the second sentence by inserting “(through subcon-
tract or otherwise)” after “may not delegate’.

(8) EXTENSION OF ENHANCED MATCH RATE UNTIL OCTOBER 1,
1990.—Section 1903(aX2XB) (42 U.S.C. 1396b(a)2XB)) is amended
by striking “July 1, 1990” and inserting ‘‘October 1, 1990

(9) EFFECTIVE DATE.—Except as provided in paragraph (6),
the amendments made by this subsection shall take effect as if
they were included in the enactment of the Omnibus Budget
Reconciliation Act of 1987.

(b) PREADMISSION SCREENING AND ANNUAL RESIDENT REVIEW.—

(1) No COMPLIANCE ACTIONS BEFORE EFFECTIVE DATE OF
GUIDELINES.—The Secretary of Health and Human Services
shall not take (and shall not continue) any action against a
State under section 1904 or section 1919(eX7XD) of the Social Se-
curity Act on the basis of the State’s failure to meet the require-
ment of section 1919(eX7XA) of such Act before the effective date
of guidelines, issued by the Secretary, establishing minimum
criteria under section 1919(fX8XA) of such Act, if the State dem-
onstrates to the satisfaction of the Secretary that it has made a
5?10‘1 faith effort to meet such requirement before such effective

te.

(2) CLARIFICATION WITH RESPECT TO ADMISSIONS AND READ-
MISSION FROM A HOSPITAL.—Section 1919 of the Social Security
Act (42 U.S.C. 1396r) is amended—

(A) in subsection (bX3XF), by striking “A nursing facility”
and by inserting “Except as provided in clauses (it) and (iii)
of subsection (eX7XA), a nursing facility’; and

(B) in subsection (eX7XA)—

(i) by redesignating the first 2 sentences as clause (i)
with the following heading (and appropriate indenta-
tion):

“G) IN GENERAL.—", and

(it) by adding at the end the following:
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“lit) CLARIFICATION WITH RESPECT TO CERTAIN READ-
MISSIONS.—The preadmission screening program under
clause (i) need not provide for determinations in the
case of the readmission to a nursing facility of an indi-
vidual who, after being admitted to the nursing facili-
ty, was transferred for care in a hospital.

‘“liii) EXCEPTION FOR CERTAIN HOSPITAL DIS-
CHARGES.—The preadmission screening program under
clause (i) shall not apply to the admission to a nursing
facility of an individual—

“) who is admitted to the facility directly from
a hospital after receiving acute inpatient care at
the hospital,

“D who requires nursing facility services for
the condition for which the individual received
care in the hospital, and

“aIl) whose attending physictan has certified,
before admission to the facility, that the individ-
ual is likely to require less than 30 days of nursing
facility services.”.

(3) DENIAL OF PAYMENTS FOR CERTAIN RESIDENTS NOT REQUIR-
ING NURSING FACILITY SERVICES.—Section 1919(eX7?) (42 U.S.C.
1395r(eX7)) is amended—

(A) in subparagraph (D)—

(i) in the heading, by striking “WHERE FAILURE TO
CONDUCT PREADMISSION SCREENING”,

(i) by designating the first sentence as clause (i) with
the following heading (and appropriate indentation):

“(i) FOrR FAILURE TO CONDUCT PREADMISSION SCREEN-
ING OR ANNUAL REVIEW.—", and

(iit) by adding at the end the following new clause:

“(ii) FOR CERTAIN RESIDENTS NOT REQUIRING NURS-
ING FACILITY LEVEL OF SERVICES.—No payment may be
made under section 1903(a) with respect to nursing fa-
cility services furnished to an individual (other than
an individual described in subparagraph (CXi) who
does not require the level of services provided by a
nursing facility.”: and

(B) in subparagraph (E), by striking “the requirement of
this paragraph’” and inserting “the requirements of sub-
paragraphs (A) through (C) of this paragraph”.

(4) No DELEGATION OF AUTHORITY TO CONDUCT SCREENING
AND REVIEWS.—Section 1919 is further amended—

; (A) in subsection (bX3XF), by adding at the end the fol-
owing:
“A State mental health authority and a State mental retar-
dation or developmental disability authority may not dele-
gate (by subcontract or otherwise) their responsibilities
under this subparagraph to a nursing facility (or to an
entity that has a direct or indirect affiliation or relation-
ship with such a facility).”: and

(B) in subsection (eX7XB), by adding at the end the fol-
lowing new clause:
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“liv) PROHIBITION OF DELEGATION.—A State mental
health authority, a State mental retardation or devel-
opmental disability authority, and a State may not del-
egate (by subcontract or otherwise) their responsibilities
under this subparagraph to a nursing facility (or to an
entity that has a direct or indirect affiliation or rela-
tionship with such a facility).”.

(5) ANNUAL REPORTS.—

(A) STATE REPORTS.—Section 1919(eX?XC) (42 US.C.
1396r(eX7XC)) is amended by adding at the end the follow-
ing new clause:

“iv) ANNUAL REPORT.—Each State shall report to
the Secretary annually concerning the number and dis-
position of residents described in each of clauses (ii)
and (iiv).”.

(B) SECRETARIAL REPORT.—Section 4215 of the Omnibus
Budget Reconciliation Act of 1987 is amended by adding at
the end the following new sentence: “Each such report
shall also include a summary of the information reported
by States under section 1919(eX7XC)iv) of such Act.”.

(6) REVISION OF ALTERNATIVE DISPOSITION PLANS.—Section
1919(eX7XE) (42 U.S.C. 1396r(e7XE)) is amended by adding at
the end the following: ‘“The State may revise such an agree-
ment, subject to the approval of the Secretary, before October 1,
1991, but only if, under the revised agreement, all residents sub-
Jject to the agreement who do not require the level of services of
such a facility are discharged from the facility by not later
than April 1, 1994.”.

(7) DEFINITION OF MENTALLY ILL.—Section 1919(eX7XG)i) (42
U.S.C. 1396r(eX?XGX3i) is amended—

(A) by striking “primary or secondary” and all that fol-
lows through “Ird edition)” and inserting ‘‘serious mental
illness (as defined by the Secretary in consultation with the
National Institute of Mental Health)’,

(B) by inserting before the period “or a diagnosis (other
than a primary diagnosis) of dementia and a primary diag-
nosis that is not a serious mental illness’.

(8) SUBSTITUTION OF “SPECIALIZED SERVICES” FOR “ACTIVE
TREATMENT " —Sections 1919()3)XF) and 1919(eX7) (42 U.S.C.
1396r(BX3XF), 1396r(eX?) are each amended by striking “active
treatment” and “AcTIVE TREATMENT” each place either appears
and inserting ‘“specialized services” and ‘SPECIALIZED SERV-
ICES”, respectively.

(9) EFFECTIVE DATES.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), the amendments made by this subsection shall take
effect as if they were included in the enactment of the Om-
nibus Budget Reconciliation Act of 1957.

(B) ExceprioN.—The amendments made by paragraphs
&), (6), and (8) shall take effect on the date of the enact-
ment of this Act, without regard to whether or not regula-
tions to implement such amendments have been promulgat-
ed.
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(¢) ENFORCEMENT PrOCESS.—The Secretary of Health and Human
Services shall not take (and shall not continue) any action against a
State under section 1904 of the Social Security Act on the basis of
the State’s failure to meet the requirements of section 1919(hX2) of
such Act before the effective date of guidelines, issued by the Secre-
tary, regarding the establishment of remedies by the State under
such section, if the State demonstrates to the satisfaction of the Sec-
retary that it has made a good faith effort to meet such require-
ments before such effective date.

(d) SuPERVISION OF HEALTH CARE OF RESIDENTS OF NURSING Fa-
CILITIES BY NURSE PRACTITIONERS, CLINICAL NURSE SPECIALISTS,
AND PHYSICIAN ASSISTANTS ACTING IN COLLABORATION WITH PHYSI-
CIANS.—

(1) IN GENERAL—Section 1919(bX6XA) (42 US.C
1396r(bX6XA)) is amended by inserting ‘(or, at the option of a
State, under the supervision of a nurse practitioner, clinical
nurse specialist, or physician assistant who is not an employee
of the facility but who is working in collaboration with a physi-
cian)” after “physician’.

(2) EFFecTIVE DATE.—The amendment made by paragraph (1)
applies with respect to nursing facility services furnished on or
after October 1, 1990, without regard to whether or not final
regulations to carry out such amendment have been promulgat-
ed by such date.

(e) OTHER AMENDMENTS.—

(1) ASSURANCE OF APPROPRIATE PAYMENT AMOUNTS.—

(A) IN GENERAL.—Section 1902(a)13)A) (42 US.C
1396a(a)X13XA)) is amended by inserting “(including the
costs of services required to attain or maintain the highest
practicable physical, mental, and psychosocial well-being of
each resident eligible for benefits under this title)” after
“take into account the costs”.

(B) DETAILS IN PLAN AMENDMENT.—Section 4211(bX2) of
the Omnibus Budget Reconciliation Act of 1987 is amended
by inserting after the first sentence the following: “Each
such amendment shall include a detailed description of the
specific methodology to be used in determining the appro-
priate atyi;iustment in payment amounts for nursing facility
services.”.

(2) DISCLOSURE OF INFORMATION OF QUALITY ASSESSMENT AND
ASSURANCE  COMMITTEES.—Section 1919(b)}1)B) (42 US.C
1396r(bX1XB)) is amended by adding at the end the following
new sentence: “A State or the Secretary may not require disclo-
sure of the records of such committee except insofar as such dis-
closure is related to the compliance of such committee with the
requirements of this subparagraph.”.

) PEgriop FOR RESIDENT ASSESSMENT.—Section
1919BXSXCXIXD (42 U.S.C. 1396r(bX3XCXiXI) is amended by
striking 4 days” and inserting “not to exceed 14 days”,

(4) CLARIFICATION OF RESPONSIBILITY FOR SERVICES FOR MEN-
TALLY ILL AND MENTALLY RETARDED RESIDENTS.—Section
1919(bX4XA) (42 U.S.C. 1396r(b)X4XA)) is amended—

(A) by striking “and” at the end of clause (v),
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(B) by striking the period at the end of clause (vi) and in-
serting ‘¢ and’, and

(C) by inserting after clause (vi) the following new clause:

“(vii) treatment and services required by mentally ill
and mentally retarded residents not otherwise provided
or arranged for (or required to be provided or arranged
for) by the State.”.

(5) CLARIFICATION OF EXTENT OF STATE WAIVER AUTHORITY;
NOTIFICATION OF WAIVERS.—Section 1919(b)4XCXii) (42 US.C
1396r(bX4XCXii) is amended—

(A) by striking “A State” and all that follows through “a
facility if” and inserting “To the extent that a facility is
unable to meet the requirements of clause (i), a State may
watve such requirements with respect to the facility if”;:

(B) by striking “and’ at the end of subclause (ID):

(C) by striking the period at the end of subclause (III)
and inserting a comma; and

(D) by adding at the end the following new subclauses:

“IV) the State agency granting a waiver of such
requirements provides notice of the waiver to the
State long-term care ombudsman (established
under section 307(aX12) of the Older Americans
Act of 1965) and the protection and advocacy
system in the State for the mentally ill and the
mentally retarded, and

“CV) the nursing facility that is granted such a
waiver by a State notifies residents of the facility
(or, where appropriate, the guardians or legal rep-
resentatives of such residents) and members of
their immediate families of the waiver.”.

(6) CLARIFICATION OF DEFINITION OF NURSE AIDE.—Section
1919B)SXE)G) (42 U.S.C. 1396r(b)(5)F)G) is amended by striking
“1G),” and inserting ‘“(G)) or a registered dietician,”.

(7) CHARGES APPLICABLE IN CASES OF CERTAIN MEDICAID-ELIGI-
BLE INDIVIDUALS.—

(A) IN GENERAL.—Section 1919(c) (42 U.S.C. 1396r(c) is
amended—

((li') by redesignating paragraph (7) as paragraph (8);
an

(i) by inserting after paragraph (6) the following new
paragraph:

‘4?) LIMITATION ON CHARGES IN CASE OF MEDICAID-ELIGIBLE
INDIVIDUALS.—

““A) IN GENERAL.—A nursing facility may not impose
charges, for certain medicaid-eligible individuals for nurs-
ing facility services covered by the State under its plan
under this title, that exceed the payment amounts estab-
lished by the State for such services under this title.

“/B) CERTAIN MEDICAID INDIVIDUALS DEFINED.—In sub-
paragraph (A), the term ‘certain medicaid-eligible individ-
ual’ means an individual who is entitled to medical assist-
ance for nursing facility services in the facility under this
title but with respect to whom such benefits are not being
paid because, in determining the amount of the individ-
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ual’s income to be applied monthly to payment for the costs
of such services, the amount of such income exceeds the
payment amounts established by the State for such services
under this title.”.

(B) EFrecTivE DATE.—The amendments made by sub-
paragraph (A) shall take effect on the date of the enact-
ment of this Act, without regard to whether or not regula-
tions to implement such amendments have been promulgat-
ed.

(8) RESIDENTS’ RIGHTS TO REFUSE INTRA-FACILITY TRANSFERS
TO MOVE THE RESIDENT TO A MEDICARE-QUALIFIED PORTION.—
Section 1919(cX1XA) (42 U.S.C. 1396r(cX1)(A)) is amended—

(A) by redesignating clause (x) as clause (xi) and by in-
serting after clause (ix) the following new clause:

‘“x) REFUSAL OF CERTAIN TRANSFERS.—The right to
refuse a transfer to another room within the facility, if
a purpose of the transfer is to relocate the resident
from a portion of the facility that is not a skilled nurs-
ing facility (for purposes of title XVIII) to a portion o[
ﬂ;fd facility that is such a skilled nursing facility.”:

a

(B) by adding at the end the following: “A resident’s exer-

cise of a right to refuse transfer under clause (x) shall not

affect the resident’s eligibility or entitlement to medical as-

sistance under this title or a State’s entitlement to Federal

medical assistance under this title with respect to services
furnished to such a resident.”’.

(9) RESIDENT ACCESS TO CLINICAL RECORDS.—Section
1919(cX1XAXiv) (42 U.S.C. 1396r(cXI1XA)Xiv) is amended by in-
serting before the period at the end the following: ‘“and to
access to current clinical records of the resident upon request by
the resident or the resident’s legal representative, within 24
hours (excluding hours occurring during a weekend or holiday)
after making such a request’”.

(10) INCLUSION OF STATE NOTICE OF RIGHTS IN FACILITY
NOTICE OF RIGHTS.—Section 1919(c)X1)B)ii) (42 US.C
1396r(cX1XBXii)) is amended by inserting “including the notice
(if any) of the State developed under subsection (eX6)”’ after “in
such rights)”.

(11) REMOVAL OF DUPLICATIVE REQUIREMENT FOR QUALIFICA-
TIONS OF NURSING HOME ADMINISTRATORS.—Effective on the
date on _which the Secretary promulgates standards regarding
the qualifications of nursing facility administrators under sec-
tion 1919(fX4) of the Social Security Act—

(A) paragraph (29) of section 1902(a) of such Act (42
U.S.C. 1396a(a)) is repealed; and
(B) section 1908 of such Act (42 U.S.C. 1396g) is repealed.
(12) CLARIFICATION OF NURSE AIDE REGISTRY REQUIRE-
MENTS.—chtwn 1919(eX2) (42 U.S.C. 1396r(e)?)) is amended—
(A) in subparagraph (A), by striking the period and in-
serting the following: “, or any individual described in sub-
section (fX2XBXii) or in subparagraph (B), (C), or (D) of sec-
%Jgng 6,‘;901’1(1:1)(4) of the Omnibus Budget Reconciliation Act of
. a
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(B)h by adding at the end the following new subpara-

graph:

‘;(,C) PROHIBITION AGAINST CHARGES.—A State may not
impose any charges on a nurse aide relating to the registry
established and maintained under subparagraph (A).”.

(13) CLARIFICATION ON FINDINGS OF NEGLECT.—Section
1919XIXC) (42 U.S.C. 1396r(gX1XC)) is amended by adding at
the end the following: “A State shall not make a finding that
an individual has neglected a resident if the individual demon-
strates that such neglect was caused by factors beyond the con-
trol of the individual.”’.

(14) TIMING OF PUBLIC DISCLOSURE OF SURVEY RESULTS.—Sec-
tion 1919(gX5XAXD) (42 US.C. 1396r(gk5XAXi) is amended by
striking ‘deficiencies and plans’” and inserting ‘‘deficiencies,
within 14 calendar days after such information is made avail-
able to those facilities, and approved plans”.

(15) OMBUDSMAN PROGRAM COORDINATION WITH STATE SURVEY
AND CERTIFICATION AGENCIES.—Section 1919(gX5)B) (42 U.S.C.
1396r(gX5XB)) is amended by striking “with respect’ and insert-
ing “or of any adverse action taken against a nursing facility
under paragraphs (1), (2), or (3) of subsection (h), with respect”.

(16) DENIAL OF PAYMENT OF LEGAL FEES FOR FRIVOLOUS LITI-
GATION.—

(A) IN GENERAL.—Section 1903() (42 U.S.C. 1396b(i)), [[as
amended by section X?2%a)X1)B) of this Act]], is amended—

(i) by striking ‘“or” at the end of paragraph (9);

(ii) by striking the period at the end of paragraph
(10) and inserting ‘ or’: and

(iit) by inserting after paragraph (10) the following
new paragraph:

‘411) with respect to any amount expended to reimburse (or
otherwise compensate) a nursing facility for payment of legal
expenses associated with any action initiated by the facility
that is dismissed on the basis that no reasonable legal ground
existed for the institution of such action.”

(B) ErFrecTIVE DATE.—The amendments made by sub-
paragraph (A) shall apply with respect to actions initiated
on or after the date of the enactment of this Act.

(17) PROVISIONS RELATING TO STAFFING REQUIREMENTS.—

(A) MAINTAINING REGULATORY STANDARDS FOR CERTAIN
SERVICES.—Any regulations promulgated and applied by
the Secretary of Health and Human Services after the date
of the enactment of the Omnibus Budget Reconciliation Act
of 1987 with respect to services described in clauses (ii), (iv),
and (v) of section 1919(bX4XA) of the Social Security Act
shall include requirements for providers of such services
that are at least as strict as the requirements applicable to
providers of such services prior to the enactment of the Om-
nibus Budget Reconciliation Act of 1987.

(B) STUDY ON STAFFING REQUIREMENTS IN NURSING FA-
ciLities.—The Secretary shall conduct a study and report
to Congress no later than January 1, 199, on the appropri-
ateness of establishing minimum caregiver to resident
ratios and minimum supervisor to caregiver ratios for
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skilled nursing facilities serving as providers of services
under title XVIII of the Social Security Act and nursing fa-
cilities receiving payments under a State plan under title
XIX of the Social Security Act, and shall include in such
study recommendations regarding appropriate minimum
ratios.

(18) STATE REQUIREMENTS RELATING TO PROGRAMS.—Amend
1919(eX1XA) to strike ‘“under clause (i) or (ii) of subsection
(F(2XA)” and insert “under subsection ({)(2)”

(19) EFFECTIVE DATES.—Except as provided in paragraphs (7),
(1), and (1), the amendments made by this subsection shall take
effect as if they were included in the enactment of the Omnibus
Budget Reconciliation Act of 1987.

TITLE V—INCOME SECURITY, HUMAN

RESOURCES, AND RELATED PROGRAMS

Subtitle A—Human Resource and Family Policy

Amendments

SEC. 5001. TABLE OF CONTENTS.

Sec. 5001. Table of contents.
Sec. 5002. Amendment of Social Security Act.

Sec.

. 5011.
. 5012.
. 5013.

. 5021.

. 5031.
. 5032.

. 5033.
. 5034,
. 5035.
. 5036.
. 5037.

. 5038.
. 5039.

. 5040.
. 5041.

CHAPTER 1-—CHILD SUPPORT ENFORCEMENT

Extension of IRS intercept for non-AFDC families.
Extension of Commission on Interstate Child Support.
Child support enforcement waiver.

CHAPTER 2—UNEMPLOYMENT COMPENSATION

“Reed Act’’ provisions made permanent.

CHAPTER 3—SUPPLEMENTAL SECURITY INCOME

Exclusion from income and resources of victims’ compensation payments.

Attainment of age 65 not to serve as basis for termination of eligibility
under section 1619(b).

Exclusion from income of impairment-related work expenses.

Treatment of royalties and honoraria as earned income.

Certain State relocation assistance excluded from SSI income and re-
sources.

Evaluation of child’s disability by pediatrician or other qualified special-
ist.

Reimbursement for vocational rehabilitation services furnished during
certain months of nonpayment of SSI benefits.

Extension of period of presumptive eligibility for benefits.

Continuing disability or blindness reviews not required more than once
annually.

Conclz;rrent SSI and food stamp applications by institutionalized individ-
uals.

Notification of certain individuals eligible to receive retroactive benefits.

CHAPTER 4—AID 70 FaMILIES WiTH DEPENDENT CHILDREN

5051.

Optional monthly reporting and retrospective budgeting.
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5052. Children receiving foster care maintenance or adoption assistance pay-

ments not treated as member of family unit for purposes of determining

eligibility for, or amount of, A benefit.

5053. Elimination of term ‘“legal guardian”.

5054. Reporting of child abuse and neglect.

5055. Disclosure of information about AFDC applicants and recipients author-

ized for purposes directly connected to State foster care and adoption as-

sistance programs.

5056. Repatriation.

5057. Technical amendment to National Commission on Children.

. Extension of prohibition against implementation of proposed regulations

on emergency assistance and AFDC special needs.

5059. Amendments to Minnesota Family Investment Plan demonstration.

5060. Gtz;d ;‘g;se exception to required cooperation for transitional child care
nefits.

5061. Technical corrections regarding penalty for failure to participate in JOBS

program.

5062. Technical corrections regarding AFDC-UP eligibility requirements.

5063. Family S:;;O;port Act demonstration projects.

5064. Study of JOBS programs operated by Indian Tribes and Alaska Native or-
ganizations.

CHAPTER 5—CHILD WELFARE AND FOSTER CARE

5071. Accounting for administrative costs.
. Section 427 triennial reviews.
5073. Independent living initiatives.

CHAPTER 6—CHILD CARE

Sec. 5081. Grants to States for child care.
Sec. 5082. Child care and development block grant.
SEC. 502. AMENDMENT OF SOCIAL SECURITY ACT.

Except as otherwise expressly provided, wherever in this subtitle
an amendment or repeal is expressed in terms of an amendment to,
or repeal of, a section or other provision, the reference shall be con-
sidele to be made to a section or other provision of the Social Secu-
rity Act.

CHAPTER 1—CHILD SUPPORT ENFORCEMENT

SEC. 5011. EXTENSION OF IRS INTERCEPT FOR NON-AFDC FAMILIES.

(a) AUTHORITY OF STATES To REQUEST WITHHOLDING OF FEDERAL
Tax REFUuNDS From PERSONS OwING Past DU CHILD SUPPORT.—
Section 464(aX2)XB) (42 U.S.C. 664(aX2XB)) is amended by striking *
and before January 1, 1991”.

(b) WitanoLDING oF FEDERAL TaAx REFUNDS AND COLLECTION OF
Past Due CHILD SuPPORT ON BEHALF OF DISABLED CHILD OF ANY
AGE, AND oF SpoUsAL SupPPORT INCLUDED IN ANY CHILD SUPPORT
OrDER.—Section 464(c) (42 U.S.C. 664(c)) is amended— '

(1) in paragraph (2), by striking “minor child.” and inserting
“qualified child (or a qualified child and the parent with
whom the child is living if the same support order includes sup-
port for the child and the parent).”: and

(2) by adding at the end the following:

“‘3) For purposes of paragraph (2), the term ‘qualified child’
means a child—

“lA) who is a minor; or

“BXi) who, while a minor, was determined to be disabled
under title Il or XVI: and
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“(ii) for whom an order of support is in force.”’

(¢) ErFectivE DATE.—The amendments made by subsection (b)
shall take effect on January 1, 1991.

SEC. 5012. EXTENSION OF COMMISSION ON INTERSTATE CHILD SUPPORT.

(a) REAUTHORIZATION.—Section 126 of the Family Support Act of
1988 (42 U.S.C. 666 note; Public Law 100-485) is amended—

(1) in subsection (d)—
(A) in paragraph (1), by striking “1990" and inserting
“1991"": and
(B) in paragraph (2), by striking “1991" and inserting
“1992":
(2) in subsection (e), by adding at the end the following:

“XA) Individuals may be appointed to serve the Commission
without regard to the provisions of title 5 that govern appointments
in the competitive service, without regard to the competitive service,
and without regard to the classification system in chapter 53 of title
5, United States Code. The chairman of the Commission may fix the
compensation of the Executive Director at a rate that shall not
exceed the maximum rate of the basic pay payable under GS-18 of
the General Schedule as contained in title 5, United States Code.

“‘B) The Executive Director may appoint and fix the compensa-
tion of such additional personnel as the Executive Director consid-
ers necessary to carry out the duties of the Commission. Such per-
sonnel may be appointed without regard to the provisions of title 5,
United States Code, governing appointments in the competitive serv-
ice, and may be paid without regard to the provisions of chapter 51
and subchapter III of chapter 53 of such title relating to classifica-
tion and General Schedule pay rates.

“lC) On the request of the chairman, the head of any Federal de-
partment or agency may detail, on a reimbursable basis, any of the
personnel of such agency to the Commission to assist the Commis-
sion in carrying out its duties under this section without regard to
section 3341 of title 5, United States Code.”’: and

“1%2 ’i’n subsection (fX1), by striking “1991” and inserting

(b) EFFecTIVE DATE.—The amendments made by subsection (a)
shall take effect on the date of the enactment of this Act.
SEC. 5013. CHILD SUPPORT ENFORCEMENT WAIVER.

(a) IN GENERAL.— The Secretary of Health and Human Services
(in this section referred to as the “Secretary’) shall enter into an
agreement with the State of Texas waiving (with respect to cases
where a court has issued an order for child support) the following
requirements under the State plan for child and spousal support
that are described in subparagraphs (A) and (B) of section 454(6) of
the Social Security Act, with respect to a project, based in the
county of Bexar, of delinquency monitoring for child support en-
forcement:

(1) The submission of a written application by an individual
requesting child support collection services.

(2) The payment of an application fee with respect to an ap-
Dlication for such services.
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(b) CONTENTS oF WAIVER AGREEMENT.—In the agreement between
the Secretary and the State of Texas described in subsection (a), the
wativer nted under such agreement shall provide the following:

(1) The waiver shall apply only with respect to the provision
of child support collection services.

(9) Before the provision of any child support collection serv-
ices, the organizational unit designated under section 454(3) of
the Social Security Act (in this section referred to as the “State
agency”) shall provide written notification to each custodial
parent of the right of such parent to refuse such services.

(3) The State shall ensure that, to the extent possible, each
parent of the child on behalf of whom such services are provid-
ed (regardless of whether such parent is a custodial parent) is to
receive written notice at the time such services are provided, ex-
plaining—

(A) the legal rights of parents with respect to the child
support collection services provided; and

(B) the responsibilities of the State agency in providing
such child support collection services (including the moni-
toring of delinquent child support payments).

(4) A case record shall be deemed to have been established by
the State agency upon notification of a custodial parent of the
option to receive the child support enforcement services de-
scribed in this subsection.

(5) Any period of enforcement by the State agency under this
section with respect to the collection of delinquent child support
payments shall be deemed to begin on the first day of any such
delinquency.

(d) STubpy AND REPORT.—

(1) StupYy REQUIRED.—As a condition precedent to granting
the waiver described in subsection (a), the State agency shall
agree to conduct a study of the cost-effectiveness to the Federal
Government and to the State of Texas of the monitoring of de-
linquent child support payments under the State plan under
section 454 of the Social Security Act.

(2) CONDUCT OF STUDY.—

(A) IN GENERAL.—The study required by paragraph (1)
shall be conducted in accordance with the criteria estab-
}ghed by the Secretary in accordance with subparagraph

).

(B) Criteria.—Not later than February 1, 1991, the Sec-
retary shall establish the criteria required by subparagraph
(A), in consultation with—

(i) 1 or more representatives of organizations repre-
senting child support administrators;
(ii) 1 or more representatives of the General Account-
ing. Office;
n((zl'ii) 1 or more representatives of the State of Texas;
a
(iv) such other individuals or organizations with ex-
perience in the evaluation of child support programs,
as the Secretary may designate.
(3) REporRT.—Not later than 8 months after the expiration of
the waiver described in subsection (a), the State agency shall
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submit to the Secretary and to the Congress a report that in-
cludes the findings of the study required by this subsection.
(e) DurAaTION OF WAIVER.—The waiver described in subsection (a)
shall be effective for not more than 2 years.
() MATCHING PAYMENTS.—

(1) GENERAL EXPENDITURES.—In lieu of any payment under
section 455 of the Social Security Act with respect to expendi-
tures of the State of Texas to carry out child support enforce-
ment programs with respect to which the waiver described in
subsection (a) applies, the Secretary shall pay the State an
amount equal to the lesser of—

(A) 66 percent of such expenditures; or
(B) $500,000.

(2) StunY EXPENDITURES.—In lieu of any payment under sec-
tion 455 of the Social Security Act with respect to expenditures
of the State of Texas to carry out the study required by subsec-
tion (d), the Secretary shall pay the State an amount equal to
66 percent of such expenditures.

CHAPTER 2—UNEMPLOYMENT COMPENSATION

SEC. 5021. AMOUNTS TRANSFERRED TO STATE UNEMPLOYMENT COMPENSA-

TION PROGRAM ACCOUNTS.

(@) ALLocATION OF AMOUNTS.—Paragraph (2) of section 903(a) (42
US.C. 1103(a)(2)) is amended to read as follows:

‘(2) Each State’s share of the funds to be transferred under this
subsection as of any October 1—

“(A) shall be determined by the Secretary of Labor and certi-
fied by such Secretary to the Secretary of the Treasury before
such date, and

“(B) shall bear the same ratio to the total amount to be so
transferred as—

“(i) the amount of wages subject to tax under section 3301
of the Internal Revenue Code of 1986 during the preceding
calendar year which are determined by the Secretary of
Labor to be attributable to the State, bears to

“@ti) the total amount of wages subject to such tax during
such year.”

(b) Use oF TRANSFERRED AMOUNTS.—Paragraph (2) of section
903(c) (42 U.S.C. 1103(c)2) is amended—

(1) by striking “and” at the end of subparagraph (C), and

(2) by striking so much of such paragraph as follows subpara-
graph (C) and inserting the following:

“D)G) the appropriation law limits the total amount which
may be obligated under such appropriation at any time to an
ar;lqu;lnt which does not exceed, at any such time, the amount by
which—

“D) the aggregate of the amounts transferred to the ac-
cou;st of such State pursuant to subsections (a) and (b), ex-
cee

“ID) the aggregate of the amounts used by the State pur-
suant to this subsection and charged against the amounts
transferred to the account of such State, and
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“(ii) for purposes of clause (i), amounts used by a State for ad-
ministration shall be chargeable against transferred amounts
at the exact time the obligation is entered into, and

“CE) the use of the money is accounted for in accordance with
standards established by the Secretary of Labor.”

(c) EFFECTIVE DATE.—The amendments made by this section shall
a};:pl;f'1 to fiscal years beginning after the date of the enactment of
this Act.

CHAPTER 3—-SUPPLEMENTAL SECURITY INCOME

SEC. 5031. EXCLUSION FROM INCOME AND RESOURCES OF VICTIMS’ COM-
PENSATION PAYMENTS.

(a) ExcrLusion From INcomE.—Section 1612(b) (42 U.S.C. 1382a(b)
is amended—

(1) by striking “and’” at the end of paragraph (15);

(2) by striking the period at the end of paragraph (16) and in-
serting ‘; and’’: and

(3) by adding at the end the following:

“U17) any amount received by such individual (or such spouse)
from a fund established by a State to aid victims of crime.”’.

(b) ExcLusron From RESOURCES.—Section 1613(a) (42 U.S.C.
1382b(a)) is amended—

(1) by striking “and” at the end of paragraph (7);

(2) by striking the period at the end of paragraph (8) and in-
serting ‘S and’’: and

(3) by adding at the end the following:

“9) for the 9-month period beginning after the month in
which received, any amount received by such individual (or
such spouse) from a fund established by a State to aid victims
of crime, to the extent that such individual (or such spouse)
demonstrates that such amount was paid as compensation for
expenses incurred or losses suffered as a result of a crime.”.

(c) VictimMs CoMPENSATION AwWARD Nor REQUIRED To BE ACCEPT-
ED As CoNnDITION OF RECEIVING BENEFITS.—Section 1631(a) (42
US.C. 1383(a)) is amended by adding at the end the following:

“(9) Benefits under this title shall not be denied to any individual
solely by reason of the refusal of the individual to accept an amount
offered as compensation for a crime of which the individual was a
victim.”’.

(d) ErrectivE DaTE.—The amendments made by this section
shall apply with respect to benefits for months beginning on or after
the first day of the 6th calendar month following the month in
which this Act is enacted.

SEC. 5032, ATTAINMENT OF AGE 65 NOT TO SERVE AS BASIS FOR TERMINA-
TION OF ELIGIBILITY UNDER SECTION 1619(b).

(@) IN GENERAL.—Section 1619(b)1) (42 U.S.C. 1392h(b)1)) is
amended by striking “under age 65"

(b) ErrecTive DATE.—The amendment made by subsection (a)
shall apply with respect to benefits for months beginning on or after
the first day of the 6th calendar month following the month in
which this Act is enacted.
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SEC. 5033. Exggggi%N FROM INCOME OF IMPAIRMENT-RELATED WORK EX.

(@) IN GENERAL.—Section 16120)4)B)ii) (42 US.C
1382a(bX4XBXii) is amended by striking ‘(for purposes of determin-
ing the amount of his or her benefits under this title and of deter-
mining his or her eligibility for such benefits for consecutive months
of eligibility after the initial month of such eligibility)”.

(b) EFrFectivE DATE.—The amendment made by subsection (a)
shall apply to benefits payable for calendar months beginning after
the date of the enactment of this Act.

SEC. 5034. TREATMENT OF ROYALTIES AND HONORARIA AS EARNED
INCOME.

(@) IN GENERAL.—Section 1619(a) (42 U.S.C. 1382a(a)) is amend-
ed—

(1) in paragraph (1)—

(A) by striking “and” at the end of subparagraph (C); and
(B) by adding at the end the following:

‘“E) any royalty earned by an individual in connection with
any publication of the work of the individual, and that portion
of any honorarium which is received for services rendered;
and’; and

(2) in paragraph (2XF), by inserting “not described in para-
graph (1XE)” before the period.

(b) EFrFecTiVE DATE.—The amendments made by subsection (a)
shall apply with respect to benefits for months beginning on or after
the first day of the 13th calendar month following the month in
which this Act is enacted.

SEC. 5035. CERTAIN STATE RELOCATION ASSISTANCE EXCLUDED FROM SSI
INCOME AND RESOURCES.

(@) Excrusion From INCOME.—Section 16190) (42 US.C
1382a(b)), as amended by section 5031(a) of this Act, is amended—

(1) by striking “and” at the end of paragraph (16);

(2) by striking the period at the end of paragraph (17) and in-
serting a semicolon; and

(3) by inserting after paragraph (17) the following:

“(18) relocation assistance provided by a State or local govern-
ment to such individual (or such spouse), comparable to assist-
ance provided under title II of the Uniform Relocation Assist-
ance and Real Property Acquisitions Policies Act of 1970 which
is subject to the treatment required by section 216 of such Act.”.

(b) ExcrLusionN From RESOURCEs.—Section 1613a) (42 US.C
1382b(a)), as amended by section 5031(b) of this Act, is amended—

(1) by striking “and” at the end of paragraph (8);

(2) by striking the period at the end of paragraph (9) and in-
serting *; and”; and

(3) by inserting after paragraph (9) the following:

“10) for the 9-month period beginning after the month in
which received, relocation assistance provided by a State or
local government to such individual (or such spouse), compara-
ble to assistance provided under title II of the Uniform Reloca-
tion Assistance and Real Property Acquisitions Policies Act of

1970 which is subject to the treatment required by section 216 of
such Act.”,
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(c) EFFECTIVE DaTE.—The amendments made by this section shall
apply with respect to benefits for calendar months beginning in the
3-year period that begins on the first day of the 6th calendar month
following the month in which this Act is enacted.

SEC. 5036. EVALUATION OF CHILD’S DISABILITY BY PEDIATRICIAN OR
OTHER QUALIFIED SPECIALIST.

(@) IN GENERAL.—Section 1614(aX3) (42 US.C. 138%c(a)3) is
amended by adding at the end the following:

“H) In making any determination under this title with respect to
the disability of a child who has not attained the age of 18 years
and to whom section 221(h) does not apply, the Secretary shall make
reasonable efforts to ensure that a qualified pediatrician or other
individual who specializes in a field of medicine appropriate to the
disability of the child (as determined by the Secretary) evaluates the
case of such child.”’.

(b) EFFecTIivE DATE.—The amendment made by subsection (a)
shall apply to determinations made 6 or more months after the date
of the enactment of this Act.

SEC. 5037. REIMBURSEMENT FOR VOCATIONAL REHABILITATION SERVICES
FURNISHED DURING CERTAIN MONTHS OF NONPAYMENT OF
SSI BENEFITS.

(a) IN GENERAL.—Section 1615 (42 U.S.C. 1382d) is amended by
adding at the end the following:

“le) The Secretary may reimburse the State agency described in
subsection (d) for the costs described therein incurred in the provi-
sion of rehabilitation services—

“(1) for any month for which an individual received—
“CA) benefits under section 1611 or 1619(a);
“B) assistance under section 1619(b); or
“C) a federally administered State supplementary pay-
ment under section 1616 of this Act or section 212(b) of
Public Law 93-66; and
“(2) for any month before the 13th consecutive month for
which an individual, for a reason other than cessation of dis-
ability or blindness, was ineligible for—
“(A) benefits under section 1611 or 1619(a);
“B) assistance under section 1619(b); or
““C) a federally administered State supplementary pay-
ment under section 1616 of this Act or section 212(b) of
Public Law 93-66.".

(b) ErrecTive DaTE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act and shall
apply to claims for reimbursement pending on or after such date.
SEC. 5038. EXgE;VT%ION OF PERIOD OF PRESUMPTIVE ELIGIBILITY FOR BEN-

FITS.

(@) IN GENERAL.—Section 1631(a)4XB) (42 U.S.C. 1383(a)4)B)) is
amended by striking “3” and inserting ‘6.

(b) EFFecTiVE DATE.—The amendment made by subsection (a)
shall apply with respect to benefits for months beginning on or after
the first day of the 6th calendar month following the month in
which this Act is enacted.
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SEC. 5039. CONTINUING DISABILITY OR BLINDNESS REVIEWS NOT RE-
QUIRED MORE THAN ONCE ANNUALLY.
(a) IN GENERAL.—Section 1619 (42 U.S.C. 1382h) is amended—
(1) by redesignating subsection (c) as subsection (d); and
(2) by inserting after subsection (b) the following:

“lc) Subsection (aX2) and section 1631(GX2XA) shall not be con-
strued, singly or jointly, to require more than 1 determination
during any 12-month period with respect to the continuing disabil-
ity or blindness of an individual.”.

(b) CONFORMING AMENDMENT.—Section 1631GX2XA) (42 US.C
1383G)X2)A)) is amended by inserting ‘(other than subsection (c)
thereof)” after “1619” the Ist place such term appears.

(¢) EFFECTIVE DATE.—The amendments made by this section shall
take effect on the date of the enactment of this Act.

SEC. 5040. CONCURRENT SSI AND FOOD STAMP APPLICATIONS BY INSTITU-
TIONALIZED INDIVIDUALS.
Section 1631 (42 U.S.C. 1383) is amended—
(1) in subsection (m), by striking the second sentence; and
(2) by adding at the end the following:

“Concurrent SSI and Food Stamp Applications by Institutionalized
Individuals

“(n) The Secretary and the Secretary of Agriculture shall develop
a procedure under which an individual who applies for supplemen-
tal security income benefits under this subsection shall also be per-
mitted to apply at the same time for participation in the food stamp
program authorized under the Food Stamp Act of 1977 (7 US.C.
2011 et seq.).”.

SEC. 5041. NOTIFICATION OF CERTAIN INDIVIDUALS ELIGIBLE TO RECEIVE
RETROACTIVE BENEFITS.

In notifying individuals of their eligibility to receive retroactive
supplemental security income benefits as a result of Sullivan v.
Zebley, 110 S. Ct. 2658 (1990), the Secretary shall include written
notice, in language that is easily understandable, explaining—

(1) the 6-month limitation on the exclusion from resources
under section 1613(a)7) of the Social Security Act (42 U.S.C.
1382b(a)7));

(2) the potential effects under title XVI of the Social Security
Act, attributable to the receipt of such payment, including—

(A) potential discontinuation of eligibility; and
(B) potential reductions in the amount of benefits;

(3) the possibility of establishing a trust account that would
not be considered as income or resources for the purposes of
such title if the trust met certain conditions; and

(4) that legal assistance in establishing such a trust may be
available through legal referral services offered by a State or

local bar association, or through the Legal Services Corpora-
tion.
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CHAPTER 4—AID TO FAMILIES WITH DEPENDENT
CHILDREN

SEC. 5051. Ol’zl'{,gNAL MONTHLY REPORTING AND RETROSPECTIVE BUDGET-

(a) OPTIONAL MONTHLY REPORTING.—Section 402(a)14) (42 US.C.
602(aX14)) is amended—

(1) by striking “with respect to” and all that follows through
“(A) provide” and insert ‘“provide, at the option of the State
and with respect to such category or categories as the State may
select and identify in its State plan (A)":

(2) by striking “(with the prior approval of the Secretary in
recent work history and earned income cases)’; and

(3) by striking ‘“‘upon a determination” and all that follows
through ‘“paragraph’.

(b) OPTIONAL RETROSPECTIVE BUDGETING.—Section 402(a)13) (42
US.C. 602(a)13) is amended by striking all that precedes subpara-
graph (A) and inserting the following:

“U13) at the option of the State, but only with respect to any
one or more categories of families required to report monthly to
the State agency pursuant to paragraph (14), provide that—".

(¢) EFFecTIVE DATE.—The amendments made by this section shall
take effect with respect to reports pertaining to, or aid payable for,
months beginning in or after October 1990.

SEC. 5052. CHILDREN RECEIVING FOSTER CARE MAINTENANCE OR ADOP-
TION ASSISTANCE PAYMENTS NOT TREATED AS MEMBER OF

FAMILY UNIT FOR PURPOSES OF DETERMINING ELIGIBILITY
FOR, OR AMOUNT OF, AFDC BENEFIT.

(a) IN GENERAL.—Part A of title IV (42 US.C. 601 et seq.) is
amended by inserting after section 408 the following:

“EXCLUSION FROM AFDC UNIT OF CHILD FOR WHOM FEDERAL, STATE,
OR LOCAL FOSTER CARE MAINTENANCE OR ADOPTION ASSISTANCE
PAYMENTS ARE MADE

“SEC. 409. (a) Notwithstanding any other provision of this title
(other than subsection (b))—

“1) a child with respect to whom foster care maintenance
payments or adoption assistance payments are made under part
E or under State or local law shall not, for the period for which
such payments are made, be regarded as a member of a family
for purposes of determining the amount of benefits of the family
under this part; and

“(2) the income and resources of such child shall be excluded
from the income and resources of a family under this part.

“b) Subsection (a) shall not apply in the case of a child with re-
spect to whom adoption assistance payments are made under part E
or under State or local law, if application of such subsection would
reduce the benefits under this part of the family of which the child
would otherwise be regarded as a member.”.

(b) CoNFORMING REPEAL.—Section 478 (42 U.S.C. 678) is hereby re-
pealed.

(¢c) ErrecTIVE DATE.—The amendment made by subsection (a) and
the repeal made by subsection (b) shall apply with respect to benefits
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for months beginning on or after the first day of the 6th calendar
month following the month in which this Act is enacted.

SEC, 5053. ELIMINATION OF TERM “LEGAL GUARDIAN"..
(a) IN GENERAL.—Section 4}02(aX39) (42 U.S.C. 602(a)39) is
amended—
(1) by striking “or legal guardian’; and
(2) by striking “or legal guardians”.
(b) ErreEcTIVE DATE.—The amendments made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 5054. REPORTING OF CHILD ABUSE AND NEGLECT.
(a) CoNCERNING AFDC APPLICANTS AND RECIPIENTS.—
(1) IN GENERAL.—Section 402aX16) (42 U.S.C. 602(a)X16) is
amended to read as follows:
“(16) provide that the State agency will—

“(A) report to an appropriate agency or official, known or
suspected instances of physical or mental injury, sexual
abuse or exploitation, or negligent treatment or maltreat-
ment of a child receiving aid under this part under circum-
stances which indicate that the child'’s health or welfare is
threatened thereby; and

“(B) provide such information with respect to a situation
(}ilescri,l,)ed in subparagraph (A) as the State agency may

ave;”.
(2) CONFORMING AMENDMENTS.—Section 402(a)9) (42 US.C.
602(a)9)) is amended—

(A) in subparagraph (C), by striking “and’: and

(B) by inserting *, and (E) reporting and providing infor-
mation pursuant to paragraph (16) to appropriate authori-
ties with respect to known or suspected child abuse or ne-
glect” before the 1st semicolon.

(b) ConCERNING RECIPIENTS OF FOSTER CARE OR ADOPTION As-
SISTANCE.—
(1) IN GENERAL.—Section 471(a)X9) (42 U.S.C. 671(a)9) is
amended to read as follows:
“(9) provides that the State agency will—

“(A) report to an appropriate agency or official, known or
suspected instances of physical or mental injury, sexual
abuse or exploitation, or negligent treatment or maltreat-
ment of a child receiving aid under part B or this part
under circumstances which indicate that the child’s health
or welfare is threatened thereby; and

“(B) provide such information with respect to a situation
Zescri,I’Jed in subparagraph (A) as the State agency may

ave;”,
(2) CONFORMING AMENDMENTS.—Section 4?1(a)8) (42 U.S.C.
671(a)8)) is amended—

(A)in subparagraph (C), by striking “and’: and

(B) by inserting “, and (E) reporting and providing infor-
mation pursuant to paragraph (9) to appropriate authorities
with respect to known or suspected child abuse or neglect”
before the 1st semicolon.

(c) EFFECTIVE DATE.—The amendments made by this section shall
apply with respect to benefits for months beginning on or after the
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first day of the 6th calendar month following the month in which
this Act is enacted.
SEC. 5055. DISCLOSURE OF INFORMATION ABOUT AFDC APPLICANTS AND
RECIPIENTS AUTHORIZED FOR PURPOSES DIRECTLY CON-
NECTED TO STATE FOSTER CARE AND ADOPTION ASSISTANCE
PROGRAMS.
(@) IN GENERAL.—Section 402@X9XA) (42 U.S.C. 602(a)9XA)) is
amended by striking “or D" and inserting “, D, or E”’
(b) EFFecTIVE DATE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 5056. REPATRIATION,

(@) IN GENERAL.—Section 1113 (42 U.S.C. 1313) is amended—

(1) in subsection (d), by striking ‘‘on or after October 1, 1989"
and inserting “after September 30, 1991’ and
(2) by adding at the end the following:

“leX1) The Secretary may accept on behalf of the United States
gifts, in cash or in kind, for use in carrying out the program estab-
lished under this section. Gifts in the form of cash shall be credited
to the appropriation account from which this program is funded, in
addition to amounts otherwise appropriated, and shall remain
available until expended.

“9) Gifts accepted under paragraph (1) shall be available for obli-
gation or other use by the United States only to the extent and in
the amounts provided in appropriation Acts.”.

(b) EFFecTivE DATE.—The amendments made by subsection (a)
shall be effective for fiscal years beginning after September 30, 1989.

SEC. 5057. TEDCI%\I’{ICAL AMENDMENT TO NATIONAL COMMISSION ON CHIL-

Section 1139(d) (42 U.S.C. 1320b-9(d)) is amended in the matter
preceding paragraph (1), by striking “an interim report no later
than March 31, 1991, and a final report no later than September 30,
1990” and inserting ‘“‘an interim report no later than September 30,
1990, and a final report no later than March 31, 1991”.

SEC. 5058. EXTENSION OF PROHIBITION AGAINST IMPLEMENTATION OF
PROPOSED REGULATIONS ON EMERGENCY ASSISTANCE AND
AFDC SPECIAL NEEDS.

Section 8005 of the Omnibus Budget Reconciliation Act of 1989
(42 U.S.C. 606 note) is amended in each of subsections (a)(2) and (c)
by striking “1990” and inserting “1991"".

SEC. 5059. AMENDMENTS TO MINNESOTA FAMILY INVESTMENT PLAN DEM-
ONSTRATION.

Section 8015 of the Omnibus Budget Reconciliation Act of 1989
(42 U.8.C. 602 note) is amended—

(1) in subsection (a), by striking “part A’ and inserting “parts
A and F’’;

(2) in subsection (bX3), by striking ‘“(e)” and inserting ‘“(d)’;

(3) in subsection (bX6), by inserting “or that is assigned to and
found eligible for the project” after ‘“‘in the project’;

(4) in subsection (bX8XBXii), by inserting ‘“(except that the age
of the youngest child may be age 1 under the project even if the
State plan specifies age 3)” after “such compliance’;

(5) in subsection (BXSXBXviXI), by inserting “and’ after the
semicolon;
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(6) in subsection (b)8XB)Gi), by striking ‘¢ and” after “age of
1 year” and all that follows through the end of subclause (II)
and inserting “(except that, in a 2-parent family, this clause ap-
plies only to 1 parent).”;

(7) by amending subsection (b)9) to read as follows:

““9) AVAILABILITY OF EDUCATION, EMPLOYMENT, AND TRAIN-
ING SERVICES.—The State will make available education, em-
ployment, and training services equivalent to those services
available under the State plan approved under part F of title
IV of the Social Security Act to families required to enter into
and comply with a contract with a county agency under the
1989 Minnesota Laws, section 10 of article 5 of chapter 282.""

(8) in subsection (b)10)(A)—

(A) by inserting “, except when a sanction is implemented
under the 1989 Minnesota Laws, subdivision 3 of section 10
of article 5 of chapter 282, after “ensure that”: and

(B) by striking “cash’:

(9) in subsection (b), by adding at the end the following:

“C12) LiaBiLity FOr cosTSs.—For each fiscal year, the Secre-
tary shall not be liable for any costs related to carrying out the
project in excess of those that the Secretary would have been
liable for had the project not been implemented, except for costs
for evaluating the project.””:

“2{51 ’Q) in subsection (c)1)B), by striking ‘“50” and inserting

(11) in subsection (cX2), by striking ‘“part A’ and inserting
“parts A and F”’

(12) in subsection ()1 B)ii)—

(A) by inserting “except when a sanction is implemented
under the 1989 Minnesota Laws, subdivision 4 of section 10
of article 5 of chapter 282, before “permit’; and

(B) by striking “cash’:

(13) in subsection (dX1)YBXiii), by striking ‘“section
402(a)19)(C) of such Act” and inserting “subparagraph (C), (D),
or (E) of section 402(a)19) of such Act (except that the exemp-
tion for a parent with a child under 1 year of age need not be
specified in the State plan)”: and

(14) by adding at the end the following:

“t) ConstrUcTION.—For purposes of any Federal, State, or local
law other than part A of title IV of the Social Security Act, the
Food Stamp Act of 1977, or this section—

“(1) families participating in the project shall be considered
to be recipients of aid under such part; and

‘(%) cash assistance provided under the project to any such
family and not designated by the State as food assistance shall
be ;‘rg’ated as if such assistance were aid received under such
part.”.

SEC. 5060. GOOD CAUSE EXCEPTION
TRANSITIONAL CHILD CARgoBEI‘eI\é‘ILgFl';%ED COOPERATION FOR

(@ IN GENERAL.—Section 402 @)IXA)XviXID) 2 USC
602(gX1XAXviXID) is amended to read asg)f('ollows: 4

“D) refused to cooperate with the State in establishing and en-
forcing his or her child support obligations, without good cause as
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determined by the State agency in accordance with standards pre-
scribed by the Secretary which shall take into consideration the best
interests of the child for whom child care is to be provided.”.

(b) EFFecTIVE DATE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 5061. TECHNICAL CORRECTIONS REGARDING PENALTY FOR FAILURE

TO PARTICIPATE IN JOBS PROGRAM.

(@) IN GENERAL.—Section 407(bX1XB) (42 US.C. 607(b)1)XB) is
amended—

(1) in clause (iii))—

(:14) by striking “—" and all that follows through ‘“(ID:
an

(B) by striking “and ” at the end;

(g) in clause (iv), by striking the period and inserting “: and’’
an
(3) by adding at the end the following:

“(v) that, if and for so long as the child’s parent de-
scribed in subparagraph (AXi), unless meeting a condition
of section 402(aX19XC), is, without good cause, not partici-
pating (or available for participation) in a program under
part F, or if exempt under such section by reason of clause
(vii) thereof or because there has not been established or
provided under part F a program in which such parent can
effectively participate, is not registered with the public em-
ployment offices in the State, the needs of such parent shall
not be taken into account in determining the need of such
parent’s family under section 402(a)7), and the needs of
such parent’s spouse shall not be so taken into account
unless such spouse is participating in such a program, or if
not participating solely by reason of section 402(aX19)CXvit)
or because there has not been established or provided under
part F a program in which such spouse can effectively par-
ticipate, is registered with the public employment offices of
the State; and if neither parents’ needs are so taken into ac-
count, the payment provisions of section 402(a)X19(G)D)
shall apply.”.

(b) Errective Date.—The amendments made by subsection (a)
shall take effect at the same time and in the same manner as the
a;?endments made by title II of the Family Support Act of 1988 take
effect.

SEC. 5062. TECHNICAL CORRECTIONS REGARDING AFDC-UP ELIGIBILITY

REQUIREMENTS.

d(a) IN GENERAL.—Section 407(d)X1) (42 U.S.C. 607(d)1) is amend-
e —
(1) by striking “a calendar quarter (A)” and inserting “(A) a
calendar quarter’’;
(2) by striking “or” at the end of subparagraph (A); and
(3) by inserting “, and (C) a calendar quarter ending before
October 1990 in which such individual participated in a com-
munity work experience program under section 409 (as in effect
for a State immediately before the effective date for that State
of the amendments made by title II of the Family Support Act
of 1988) or the work incentive program established under part C
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(as in effect for a State immediately before such effective date)”
before the semicolon.
(b) EFrecTivE DATE.—The amendments made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 5063. FAMILY SUPPORT ACT DEMONSTRATION PROJECTS.

Section 505 of the Family Support Act of 1988 (42 U.S.C. 1315;

P.L. 100-385) is amended—
(1) in subsection (a), by inserting ‘“in each of the fiscal years
1990, 1991, and 1992, before “shall’; and
(2) in subsection (e), by striking “September 30, 1989’ and in-
serting “September 30 of the fiscal year specified in the agree-
ment described in subsection (a@)”.
SEC. 5064. STUDY OF JOBS PROGRAMS OPERATED BY INDIAN TRIBES AND
ALASKA NATIVE ORGANIZATIONS.

(a) IN GENERAL.—Within 180 days after the date of the enactment
of this Act, the Comptroller General of the United States (in this
section referred to as the “Comptroller’) shall conduct a study of
the implementation of section 482(i) of the Social Security Act (42
U.S.C. 682(i) relating to job opportunities and basic skills training
programs (in this section referred to as “JOBS programs’) operated
by Indian tribes and Alaska Native organizations (as defined in
paragraph (5) of such section 482(i)).

(b) REQUIREMENTS FOR STUDY.—In conducting the study described
in subsection (a), the Comptroller shall—

(1) identify any problems associated with the implementation
of section 482(i) of the Social Security Act; and

(2) assess (to the extent practicable) the effectiveness of the
JOBS programs operated by Indian tribes and Alaska Native
organizations.

(¢c) REPOrRT.—Upon completion of the study described in subsection
(a), the Comptroller shall submit a report to the appropriate commit-
tees of the Congress that includes—

(1) a summary of the findings of the study; and

(2) recommendations with respect to proposed legislation or
changes in administrative policy to improve the effectiveness of
JOBS programs conducted pursuant to section 482(i) of the
Social Security Act.

CHAPTER 5—CHILD WELFARE AND FOSTER CARE

SEC. 5071. ACCOUNTING FOR ADMINISTRATIVE COSTS.

(a) RECLASSIFICATION.—Section 474aX3) (42 US.C. 674(aX3) is
amended by inserting “provision of child placement services and for
the” before ‘proper and efficient”.

() EFFeCTIVE DATE.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 5072. SECTION 427 TRIENNIAL REVIEWS.

(a) AMENDMENTS TO SECTION 10406 OoF OBRA 1989.—Section
10406 of the Omnibus Budget Reconciliation Act of 1989 (42 U.S.C.
627 note) is amended—

(1) by striking “1991” and inserting “1992’*
(2) by striking “1990” and inserting “1991"" and
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“1.(93311;? the section heading, by striking “1990” and inserting
o) CONFbleING AMENDMENT.—The item relating to section 10406
in the table of contents appearing immediately after section 10000 of
such Act is amended by striking “1990” and inserting “1991”.
SEC. 5073. INDEPENDENT LIVING INITIATIVES,
(@) IN GENERAL.—Section 477@X2XC) (42 US.C. 677aX2XC) is
amended—
(1) by inserting “who has not attained age 21" after “may at
the option of the State also include any child’’: and
(2) by striking “, but such child” and all that follows through
“care”.
(b) EFFecTIVE DATE.—The amendments made by subsection (a)
shall apply to payments made under part E of title IV of the Social
Security Act for fiscal years beginning in or after fiscal year 1991.

CHAPTER 6—CHILD CARE

SEC. 5081. GRANTS TO STATES FOR CHILD CARE.

(@) RuLes GOVERNING PRovISION OF CHILD CARE 1O ELIGIBLE
FamiLies.—Section 402 (42 U.S.C. 602) is amended by adding at the
end the following:

“liX1) Each State agency may, to the extent that it determines
that resources are available, provide child care in accordance with
paragraph (2) to any low income family that the State determines—

‘CA) is not receiving aid under the State plan approved under
this part;

“(B) needs such care in order to work; and

“C) would be at risk of becoming eligible for aid under the
S:(cizetg plan approved under this part if such care were not pro-
vided.

“(9) The State agency may provide child care pursuant to para-
graph (1) by—

“(A) providing such care directly;

“(B) arranging such care through providers by use of pur-
chase of service contracts or vouchers;

“(C) providing cash or vouchers in advance to the family;

“(D) reimbursing the family; or

‘“AE) adopting such other arrangements as the agency deems
appropriate.

“GBXA) A family provided with child care under paragraph (1)
shall contribute to such care in accordance with a sliding scale for-
mula established by the State agency based on the family’s ability
to pay.

“(B) The State agency shall make payment for the cost of child
care provided under paragraph (1) with respect to a family in an
amount that is the lesser of—

“(i) the actual cost of such care; and
“lii) the applicable local market rate (as determined by the
State in accordance with regulations issued by the Secretary).

“t4) The value of any child care provided or arranged (or any
amount received as payment for such care or reimbursement for
costs incurred for the care) under this subsection—
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“(A) shall not be treated as income or as a deductible expense
for purposes of any other Federal or federally assisted program
that bases eligibility for or amount of benefits upon need; and

“(B) may not be claimed as an employment-related expense for
purposes of the credit under section 21 of the Internal Revenue
Code of 1986.

“(5) Amounts expended by the State agency for child care under
paragraph (1) shall be treated as amounts for which payment may
be made to a State under section 403(n) only to the extent that—

“(A) such amounts are paid in accordance with paragraph
(3XB);

“(B) the care involved meets applicable standards of State
and local law;

“(C) the provider of the care—

‘i) in the case of a provider who is not an individual
that provides such care solely to members of the family of
the individual, is licensed, regulated, or registered by the
State or locality in which the care is provided; and

“tii) allows parental access; and

“(D) such amounts are not used to supplant any other Federal
or State funds used for child care services.

“(6XA)i) Each State shall prepare reports annually, beginning
with fiscal year 1993, on the activities of the State carried out with
funds made available under section 403(n).

“lii) The State shall make available for public inspection within
the State copies of each report required by this paragraph, shall
transmit a copy of each such report to the Secretary, and shall pro-
vide a copy of each such report, on request, to any interested public
agency.

“Giit) The Secretary shall annually compile, and submit to the
Congress, the State reports transmitted to the Secretary pursuant to
clause (ii).

“(B) Each report prepared and transmitted by a State under sub-
paragraph (A) shall set forth with respect to child care services pro-
vided under this subsection—

“(i) showing separately for center-based child care services,
group home child care services, family child care services, and
relative care services, the number of children who received such
services and the average cost of such services;

“(ii) the criteria applied in determining eligibility or priority
for receiving services, and sliding fee schedules;

“(iii) the child care licensing and regulatory (including regis-
tration) requirements in effect in the State with respect to each
type of service specified in clause (i); and

“liv) the enforcement policies and practices in effect in the
State which apply to licensed and regulated child care provid-
ers (including providers required to register).

“(C) Within 12 months after the date of the enactment of this sub-
section, the Secretary shall establish uniform reporting requirements
for use by the States in preparing the information required by this
paragraph, and make such other provision as may be necessary or
appropriate to ensure that compliance with this subsection will not
be unduly burdensome on the States.
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“(D) Not later than July 1, 1992, the Secretary shall issue a report
on the implementation of this subsection, based on such information
as has been made available to the Secretary by the States.”.

(b) PAYMENTS TO STATES.—Section 403 (42 U.S.C. 603) is amended
by adding at the end the following:

“(nX1) In addition to any payment under subsection (a) or (1), each
State shall be entitled to payment from the Secretary of an amount
equal to the lesser of—

“(A) the Federal medical assistance percentage (as defined in
section 1905(b)) of the expenditures by the State in providing
child care services pursuant to section 402(i), and in administer-
ir;tg;i the provision of such child care services, for any fiscal year;
a

“(B) the limitation determined under paragraph (2) with re-

spect to the State for the fiscal year.

“9XA) The limitation determined under this paragraph with re-
spect to a State for any fiscal year is the amount that bears the
same ratio to the amount specified in subparagraph (B) for such
fiscal year as the number of children residing in the State in the
second preceding fiscal year bears to the number of children resid-
ing in the United States in the second preceding fiscal year.

“(B) The amount specified in this subparagraph is—

“6i) $300,000,000 for fiscal year 1991;

“(i1) $300,000,000 for fiscal year 1992;

“(izi) $300,000,000 for fiscal year 1993;

“‘liv) $300,000,000 for fiscal year 1994; and

“v) $300,000,000 for fiscal year 1995, and for each fiscal year
thereafter.

“C) If the limitation determined under subparagraph (A) with re-
spect to a State for a fiscal year exceeds the amount paid to the
State under this subsection for the fiscal year, the limitation deter-
mined under this paragraph with respect to the State for the imme-
diately succeeding fiscal year shall be increased by the amount of
such excess.

“(8) Amounts appropriated for a fiscal year to carry out this part
shall be made available for payments under this subsection for such
fiscal year.”.

(c) AMENDMENTS TO GRANTS 10 STATES TO IMPROVE CHILD CARE
LicEnsING AND REGISTRATION REQUIREMENTS, AND To MonNiTor
CHiLD CARE PrRoOVIDED 1O CHILDREN RECEIVING AFDC.—

(1) GRANTS INCREASED AND EXTENDED.—Section 402(gX6XD)
42 US.C. 602eX6XD)) is amended by inserting ‘, and

23,000, 000 for each of fiscal years 1992, 1993, and 1994 before
the period.

(?2) NEwW PURPOSES FOR GRANTS.—Section 402(gl6XA) (42
US.C. 602gh6XA) is amended by striking ‘“and to monitor
child care provided to children receiving aid under the State
plan approved under subsection (a)” and inserting “to enforce
standards with respect to child care provided to children under
this,s part, and to provide for the training of child care provid-
ers’.

(3) HALF OF GRANT REQUIRED TO BE EXPENDED FOR TRAINING
OF CHILD CARE PROVIDERS.—Section 402%g)6) (42 U.S.C.
602(g)6) is amended by adding at the end the following:
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‘“AE) Each State to which the Secretary makes a grant under this
paragraph shall expend not less than 50 percent of the amount of
the grant to provide for the training of child care providers.”.

(d) CoOoRDINATION WiTH OTHER PROGRAMS FOR CHILDREN.—Sec-
tion 402(gX?) (42 U.S.C. 602(gX?)) is amended by inserting “and sub-
section (i)” after “this subsection”.

(e) EFFeCcTIVE DATE.—Except as otherwise expressly provided, the
amendments made by this section shall take effect on October 1,
1990.

SEC. 5082. CHILD CARE AND DEVELOPMENT BLOCK GRANT.

Chapter 8 of subtitle A of title IV of the Omnibus Budget Recon-
ciliation Act of 1981 (Public Law 97-35) is amended—

(1) by redesignating subchapters C, D, and E, as subchapters
D, E, and F, respectively; and

(2) by inserting after subchapter B the following new subchap-
ter:

“Subchapter C—Child Care and Development Block Grant

“SEC. 6584. SHORT TITLE.
“This subchapter may be cited as the ‘Child Care and Develop-
ment Block Grant Act of 1990’

“SEC. 658B. AUTHORIZATION OF APPROPRIATIONS.

“There are authorized to be appropriated to carry out this sub-
chapter, $750,000,000 for fiscal year 1991, $825,000,000 for fiscal
year 1992, $925,000,000 for fiscal year 1993, and such sums as may
be necessary for each of the fiscal years 1994 and 1995.

“SEC. 658C. ESTABLISHMENT OF BLOCK GRANT PROGRAM.

“The Secretary is authorized to make grants to States in accord-
ance with the provisions of this subchapter.

“SEC. 658D. LEAD AGENCY.

“la) DESIGNATION.—The chief executive officer of a State desiring
to receive a grant under this subchapter shall designate, in an ap-
plication submitted to the Secretary under section 658E, an appro-
priate State agency that complies with the requirements of subsec-
tion (b) to act as the lead agency.

“b) DuriEs.—

“(1) In GeNErAL.—The lead agency shall—

“lA) administer, directly or through other State agencies,
the financial assistance received under this subchapter by
the State;

“(B) develop the State plan to be submitted to the Secre-
tary under section 658E(a);

“(0) in conjunction with the development of the State
plan as required under subparagraph (B), hold at least one
hearing in the State to provide to the public an opportunity
to comment on the provision of child care services under
the State plan; and

“tD) coordinate the provision of services under this sub-
chapter with other Federal, State and local child care and
early childhood development programs.
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‘%) DEVELOPMENT OF PLAN.—In the development of the State
plan described in paragraph (1)(B), the lead agency shall con-
sult with appropriate representatives of units of general purpose
local government. Such consultations may include consideration
of local child care needs and resources, the effectiveness of exist-
ing child care and early childhood development services, and
the methods by which funds made available under this sub-
chapter can be used to effectively address local shortages.

“SEC. 658E. APPLICATION AND PLAN.

“(a) ApPLICATION.—To0 be eligible to receive assistance under this
subchapter, a State shall prepare and submit to the Secretary an ap-
plication at such time, in such manner, and containing such infor-
mation as the Secretary shall by rule require, including—

““1) an assurance that the State will comply with the require-
ments of this subchapter; and
“(2) a State plan that meets the requirements of subsection (c).

“(b) PEriop CovERED BY PLAN.—The State plan contained in the
agplication under subsection (a) shall be designed to be implement-
e —

“1) during a 3-year period for the initial State plan; and
“09) during a 2-year period for subsequent State plans.
“c) REQUIREMENTS OF A PLAN.—
“(1) LEAD AGENcY.—The State plan shall identify the lead
agency designated under section 658D.
“(2) PoLICIES AND PROCEDURES.—The State plan shall:
‘{A) PARENTAL CHOICE OF PROVIDERS.—Provide assur-
ances that—

“ti) the parent or parents of each eligible child
within the State who receives or is offered child care
services for which financial assistance is provided
under this subchapter, other than through assistance
pro’:)eided under paragraph (3XC), are given the option
either—

“0) to enroll such child with a child care pro-
vider that has a grant or contract for the provision
of such services; or

“II) to receive a child care certificate as defined
in section 658P(2);

“ii) in cases in which the parent selects the option
described in clause G)I), the child will be enrolled with
the eligible provider selected by the parent to the maxi-
mum extent practicable; and

“(iii) child care certificates offered to parents select-
ing the option described in clause (i(II) shall be of a
value commensurate with the subsidy value of child
care services provided under the option described in
clause GXI);

except that nothing in this subparagraph shall require a
State to have a child care certificate program in operation
prior to October 1, 1992.

“B) UNLIMITED PARENTAL ACCESS.—Provide assurances
that procedures are in effect within the State to ensure that
child care providers who provide services for which assist-
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ance is made available under this subchapter afford par-
ents unlimited access to their children and to the providers
caring for their children, during the normal hours of oper-
ation of such providers and whenever such children are in
the care of such providers.

‘C) PARENTAL COMPLAINTS.—Provide assurances that the
State maintains a record of substantiated parental com-
plaints and makes information regarding such parental
complaints available to the public on request.

“‘D) CoNsUMER EDUCATION.—Provide assurances that
consumer education information will be made available to
parents and the general public within the State concerning
licensing and regulatory requirements, complaint proce-
dures, and policies and practices relative to child care serv-
ices within the State.

“(E) COMPLIANCE WITH STATE AND LOCAL REGULATORY RE-
QUIREMENTS.—Provide assurances that—

“t) all providers of child care services within the
State for which assistance is provided under this sub-
chapter comply with all licensing or regulatory require-
ments (including registration requirements) applicable
under State and local law; and
‘(i) providers within the State that are not required
to be licensed or regulated under State or local law are
required to be registered with the State prior to pay-
ment being made under this subchapter, in accordance
with procedures designed to facilitate appropriate pay-
ment to such providers, and to permit the State to fur-
nish information to such providers, including informa-
tion on the availability of health and safety training,
technical assistance, and any relevant information per-
taining to regulatory requirements in the State, and
that such providers shall be permitted to register with
the State after selection by the parents of eligible chil-
dren and before such payment is made.
This subparagraph shall not be construed to prohibit a
State from imposing more stringent standards and licens-
ing or regulatory requirements on child care providers
within the State that provide services for which assistance
is provided under this subchapter than the standards or re-
glttirt'ements imposed on other child care providers in the
ate.

“(F) ESTABLISHMENT OF HEALTH AND SAFETY REQUIRE-
MENTS.—Provide assurances that there are in effect within
the State, under State or local law, requirements designed
to protect the health and safety of children that are appli-
cable to child care providers that provide services for which
assistance is made available under this subchapter. Such
requirements shall include—

_ ") the prevention and control of infectious diseases
(including immunization);
::( ii) building and physical premises safety; and
(iii) minimum health and safety training appropri-
ate to the provider setting.
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Nothing in this subparagraph shall be construed to require
the establishment of additional health and safety require-
ments for child care providers that are subject to health
and safety requirements in the categories described in this
subparagraph on the date of enactment of this subchapter
under State or local law.

“(G) COMPLIANCE WITH STATE AND LOCAL HEALTH AND
SAFETY REQUIREMENTS.—Provide assurances that proce-
dures are in effect to ensure that child care providers
within the State that provide services for which assistance
is provided under this subchapter comply with all applica-
ble State or local health and safety requirements as de-
scribed in subparagraph (F).

‘“(H) REDUCTION IN STANDARDS.—Provide assurances that
if the State reduces the level of standards applicable to
child care services provided in the State on the date of en-
actment of this subchapter, the State shall inform the Sec-
retary of the rationale for such reduction in the annual
report of the State described in section 658K.

“(I) REVIEW OF STATE LICENSING AND REGULATORY RE-
QUIREMENTS.—Provide assurances that not later than 18
months after the date of the submission of the application
under section 658E, the State will complete a full review of
the law applicable to, and the licensing and regulatory re-
quirements and policies of, each licensing agency that regu-
lates child care services and programs in the State unless
the State has reviewed such law, requirements, and policies
in the 3-year period ending on the date of the enactment of
this subchapter.

“J) SUPPLEMENTATION.—Provide assurances that funds
received under this subchapter by the State will be used
only to supplement, not to supplant, the amount of Federal,
State, and local funds otherwise expended for the support
of child care services and related programs in the State.

“(3) USE OF BLOCK GRANT FUNDS.—

“CA) GENERAL REQUIREMENT.—The State plan shall pro-
vide that the State will use the amounts provided to the
State for each fiscal year under this subchapter as required
under subparagraphs (B) and (C).

““B) CHILD CARE SERVICES.—Subject to the reservation
contained in subparagraph (C), the State shall use amounts
provided to the State for each fiscal year under this sub-
chapter for—

“i) child care services, that meet the requirements of
this subchapter, that are provided to eligible children
in the State on a sliding fee scale basis using funding
methods provided for in section 658E(c)2XA), with pri-
ority being given for services provided to children of
families with very low family incomes (taking into con-
sideration family size) and to children with special
needs; and

“(ii) activities designed to improve the availability
and quality of child care.
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“C) ACTIVITIES TO IMPROVE THE QUALITY OF CHILD CARE
AND TO INCREASE THE AVAILABILITY OF EARLY CHILDHOOD
DEVELOPMENT AND BEFORE- AND AFTER-SCHOOL CARE SERV-
IcES.—The State shall reserve 25 percent of the amounts
provided to the State for each fiscal year under this sub-
chapter to carry out activities designed to improve the qual-
ity of child care (as described in section 658G) and to pro-
vide before- and after-school and early childhood develop-
ment services (as described in section 658H).

“(4) PAYMENT RATES.—

““A) IN GENERAL.—The State plan shall provide assur-
ances that payment rates for the provision of child care
services for which assistance is provided under this sub-
chapter are sufficient to ensure equal access for eligible
children to comparable child care services in the State or
substate area that are provided to children whose parents
are not eligible to receive assistance under this subchapter
or for child care assistance under any other Federal or
State programs. Such payment rates shall take into account
the variations in the costs of providing child care in differ-
ent settings and to children of different age groups, and the
additional costs of providing child care for children with
special needs.

“(B) ConstrUcTION.—Nothing in this paragraph shall be
construed to create a private right of action.

“(5) SLIDING FEE SCALE.—The State plan shall provide that
the State will establish and periodically revise, by rule, a slid-
ing fee scale that provides for cost sharing by the families that
receive child care services for which assistance is provided
under this subchapter.

“(d) APPROVAL OF APPLICATION.—The Secretary shall approve an
application that satisfies the requirements of this section.

“SEC. 658F. LIMITATIONS ON STATE ALLOTMENTS.
“la) No ENTITLEMENT TO CONTRACT OR GRANT.—Nothing in this
subchapter shall be construed—

“(1) to entitle any child care provider or recipient of a child
care certificate to any contract, grant or benefit; or

“(2) to limit the right of any State to impose additional limi-
tations or conditions on contracts or grants funded under this
subchapter.

“(b) ConsTrUCTION OF FACILITIES.—

“(1) IN GeNERAL.—No funds made available under this sub-
chapter shall be expended for the purchase or improvement of
land, or for the purchase, construction, or permanent improve-
ment (other than minor remodeling) of any building or facility.

“(2) SECTARIAN AGENCY OR ORGANIZATION.—In the case of a
sectarian agency or organization, no funds made available
under this subchapter may be used for the purposes described in
paragraph (1) except to the extent that renovation or repair is
necessary to bring the facility of such agency or organization
into compliance with health and safety requirements referred to
in section 658E(c)2XF).
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“SEC. 658G. ACTIVITIES TO IMPROVE THE QUALITY OF CHILD CARE.

“A State that receives financial assistance under this subchapter
shall use not less than 20 percent of the amounts reserved by such
State under section 658E(cX3XC) for each fiscal year for one or more
of the following:

“(1) RESOURCE AND REFERRAL PROGRAMS.—Operating directly
or providing financial assistance to private nonprofit organiza-
tions or public organizations (including units of general purpose
local government) for the development, establishment, expan-
sion, operation, and coordination of resource and referral pro-
grams specifically related to child care.

“(2) GRANTS OR LOANS TO ASSIST IN MEETING STATE AND
LOCAL STANDARDS.—Making grants or providing loans to child
care providers to assist such providers in meeting applicable
State and local child care standards.

“(3) MONITORING OF COMPLIANCE WITH LICENSING AND REGU-
LATORY REQUIREMENTS.—Improving the monitoring of compli-
ance with, and enforcement of, State and local licensing and
regulatory requirements (including registration requirements).

“t4) TrRAINING.—Providing training and technical assistance
in areas appropriate to the provision of child care services, such
as training in health and safety, nutrition, first aid, the recog-
nition of communicable diseases, child abuse detection and pre-
vention, and the care of children with special needs.

“(5) ComPENSATION.—Improving salaries and other compensa-
tion paid to full- and part-time staff who provide child care
services for which assistance is provided under this subchapter.

“SEC. 658H. EARLY CHILDHOOD DEVELOPMENT AND BEFORE- AND AFTER-

SCHOOL SERVICES.

“la) IN GENERAL.—A State that receives financial assistance
under this subchapter shall use not less than 75 percent of the
amounts reserved by such State under section 658E(cX3)C) for each
fiscal year to establish or expand and conduct, through the provi-
sion of grants or contracts, early childhood development or before-
and after-school child care programs, or both.

“t) Program DESCRIPTION.—Programs that receive assistance
under this section shall—

‘1) in the case of early childhood development programs,
consist of services that are not intended to serve as a substitute
for a compulsory academic programs but that are intended to
provide an environment that enhances the educational, social,
cultural, emotional, and recreational development of children;
and

“(9) in the case of before- and after-school child care pro-

ms—

“lA) be provided Monday through Friday, including
school holidays and vacation periods other than legal
public holidays, to children attending early childhood de-
velopment programs, kindergarten, or elementary or second-
ary school classes during such times of the day and on such
days that regular instructional services are not in session;
and
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“(B) not be intended to extend or replace the regular aca-
demic program.

“(c) PRIORITY FOR ASSISTANCE.—In awarding grants and contracts
under this section, the State shall give the highest priority to geo-
graphic areas within the State that are eligible to receive grants
under section 1006 of the Elementary and Secondary Education Act
of 1965, and shall then give priority to—

“(1) any other areas with concentrations of poverty; and

“42) any areas with very high or very low population densi-
Lies.

“SEC. 6581. ADMINISTRATION AND ENFORCEMENT.

‘“la) ADMINISTRATION.—The Secretary shall—

“(1) coordinate all activities of the Department of Health and
Human Services relating to child care, and, to the maximum
extent practicable, coordinate such activities with similar ac-
tivities of other Federal entities;

“(2) collect, publish and make available to the public a list-
ing of State child care standards at least once every 3 years;
and

“3) provide technical assistance to assist States to carry out
this subchapter, including assistance on a reimbursable basis.

“(b) ENFORCEMENT.—

‘1) REVIEW OF COMPLIANCE WITH STATE PLAN.—The Secre-
tary shall review and monitor State compliance with this sub-
chapter and the plan approved under section 658E(c) for the
State, and shall have the power to terminate payments to the
State in accordance with paragraph (2).

“(2) NONCOMPLIANCE.—

“YtA) IN GENERAL.—If the Secretary, after reasonable
n’cl)tice to a State and opportunity for a hearing, finds
that—

“li) there has been a failure by the State to comply
substantially with any provision or requirement set
forth in the plan approved under section 658E(c) for
the State; or

“(it) in the operation of any program for which as-
sistance is provided under this subchapter there is a
failure by the State to comply substantially with any
prouvision of this subchapter;

the Secretary shall notify the State of the finding and that
no further payments may be made to such State under this
subchapter (or, in the case of noncompliance in the oper-
ation of a program or activity, that no further payments to
the State will be made with respect to such program or ac-
tivity) until the Secretary is satisfied that there is no longer
any such failure to comply or that the noncompliance will
be promptly corrected.

“(B) ADDITIONAL SANCTIONS.—In the case of a finding of
noncompliance made pursuant to subparagraph (A), the
Secretary may, in addition to imposing the sanctions de-
scribed in such subparagraph, impose other appropriate
sanctions, including recoupment of money improperly ex-
pended for purposes prohibited or not authorized by this
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subchapter, and disqualification from the receipt of finan-
cial assistance under this subchapter.

“C) Norice.—The notice required under subparagraph
(A) shall include a specific identification of any additional
sanction being imposed under subparagraph (B).

“(3) IssuaNce oF RULES.—The Secretary shall establish by
rule procedures for—

“(A) recewving, processing, and determining the validity
of complaints concerning any failure of a State to comply
wi:‘;l the State plan or any requirement of this subchapter;
an

“(B) imposing sanctions under this section.

“SEC. 658). PAYMENTS.

“la) IN GENERAL.—Subject to the availability of appropriations, a
‘State that has an application approved by the Secretary under sec-
tion 658E(d) shall be entitled to a payment under this section for
each fiscal year in an amount equal to its allotment under section
6580 for such fiscal year.

“b) METHOD OF PAYMENT.—

‘1) IN GENERAL.—Subject to paragraph (2), the Secretary may
make payments to a State in installments, and in advance or by
way of reimbursement, with necessary adjustments on account
of overpayments or underpayments, as the Secretary may deter-
mine.

“29) Limitation.—The Secretary may not make such pay-
ments in a manner that prevents the State from complying with
the requirement specified in section 658E(c)3).

“(c) SPENDING OF FUNDS BY STATE.—Payments to a State from the
allotment under section 6580 for any fiscal year may be expended by
the State in that fiscal year or in the succeeding fiscal year.

“SEC. 658K. ANNUAL REPORT AND AUDITS.

“la) ANNUAL REPORT.—Not later than December 31, 1992, and an-
nually thereafter, a State that receives assistance under this sub-
chapter shall prepare and submit to the Secretary a report—

“(1) specifying the uses for which the State expended funds
specified under paragraph (3) of section 658E(c) and the amount
of funds expended for such uses;

“(2) containing available data on the manner in which the
child care needs of families in the State are being fulfilled, in-
cluding information concerning—

“CA) the number of children being assisted with funds
provided under this subchapter, and under other Federal
child care and pre-school programs;

“B) the type and number of child care programs, child
care providers, caregivers, and support personnel located in
the State;

“CC) salaries and other compensation paid to full- and
part-time staff who provide child care services; and

“D) activities in the State to encourage public-private
partnerships that promote business involvement in meeting
child care needs;

“3) describing the extent to which the affordability and
availability of child care services has increased;
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“(4) if applicable, describing, in either the first or second such
report, the findings of the review of State licensing and regula-
tory requirements and policies described in section 658E(c), in-
cluding a description of actions taken by the State in response
to such reviews;

“(5) containing an explanation of any State action, in accord-
ance with section 658E, to reduce the level of child care stand-
ards in the State, if applicable; and

“(6) describing the standards and health and safety require-
ments applicable to child care providers in the State, including
a description of State efforts to improve the quality of child
care;

during the period for which such report is required to be submitted.

“(b) AupITS.—

‘(1) REQUIREMENT.—A State shall, after the close of each pro-
gram period covered by an application approved under section
658E(d) audit its expenditures during such program period from
amounts received under this subchapter.

“2) INDEPENDENT AUDITOR.—Audits under this subsection
shall be conducted by an entity that is independent of any
agency administering activities that receive assistance under
this subchapter and be in accordance with generally accepted
auditing principles.

“3) SuBmissioNn.—Not later than 30 days after the completion
of an audit under this subsection, the State shall submit a copy
of the audit to the legislature of the State and to the Secretary.

“t4) REPAYMENT OF AMOUNTS.—Each State shall repay to the
United States any amounts determined through an audit under
this subsection not to have been expended in accordance with
this subchapter, or the Secretary may offset such amounts
against any other amount to which the State is or may be enti-
tles under this subchapter.

“SEC. 658L. REPORT BY SECRETARY.

“Not later than July 31, 1993, and annually thereafter, the Secre-
tary shall prepare and submit to the Committee on Education and
Labor of the House of Representatives and the Committee on Labor
and Human Resources of the Senate a report that contains a sum-
mary and analysis of the data and information provided to the Sec-
retary in the State reports submitted under section 658K. Such
report shall include an assessment, and where appropriate, recom-
mendations for the Congress concerning efforts that should be un-
dertaken to improve the access of the public to quality and afford-
able child care in the United States.

“SEC. 658M. LIMITATIONS ON USE OF FINANCIAL ASSISTANCE FOR CERTAIN
PURPOSES.

“la) SECTARIAN PURPOSES AND AcTIVITIES.—No financial assist-
ance provided under this subchapter, pursuant to the choice of a
parent under section 658E(c)X2)XAXi)XD) or through any other grant or
contract under the State plan, shall be expended for any sectarian
purpose or activity, including sectarian worship or instruction.

“(b) TurrioNn.—With regard to services provided to students en-

rolled in grades 1 through 12, no financial assistance provided
under this subchapter shall be expended for—
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“(1) any services provided to such students during the regular
school day;

‘‘9) any services for which such students receive academic
credit toward graduation; or

“©3) any instructional services which supplant or duplicate
the academic program of any public or private school.

“SEC. 658N. NONDISCRIMINATION.
“(a) RELIGIOUS NONDISCRIMINATION.—

‘1) CoNsTRUCTION.—nothing in this section shall be con-
strued to modify or affect the provisions of any other Federal
law or regulation that relates to discrimination in employment
on the basis of religion.

““B) EXCEPTION.—A sectarian organization may require
that employees adhere to the religious tenets and teachings
of such organization, and such organization may require
that employees adhere to rules forbidding the use of drugs
or alcohol.

“C2) DISCRIMINATION AGAINST CHILD.—

‘‘A) IN GENERAL.—A child care provider (other than a
family child care prouvider) that receives assistance under
this subchapter shall not discriminate against any child on
the basis of religion in providing child care services.

“B) NON-FUNDED CHILD CARE SLOTS.—Nothing in this
section shall prohibit a child care provider from selecting
children for child care slots that are not funded directly
with assistance provided under this subchapter because
such children or their family members participate on a reg-
ular basis in other activities of the organization that owns
or operates such provider.

‘‘3) EMPLOYMENT IN GENERAL.—

““A) ProHIBITION.—A child care provider that receives
assistance under this subchapter shall not discriminate in
employment on the basis of the religion of the prospective
employee if such employee’s primary responsibility is or will
be working directly with children in the provision of child
care services.

“(B) QUALIFIED APPLICANTS.—If two or more prospective
employees are qualified for any position with a child care
provider receiving assistance under this subchapter, noth-
ing in this section shall prohibit such child care provider
from employing a prospective employee who is already par-
ticipating on a regular basis in other activities of the orga-
nization that owns or operates such provider.

“C) PRESENT EMPLOYEES.—This paragraph shall not
apply to employees of child care providers receiving assist-
ance under this subchapter if such employees are employed
with the provider on the date of enactment of this subchap-
ter.

“(4) EMPLOYMENT AND ADMISSION PRACTICES.—Notwithstand-
ing paragraphs (1XB), (2), and (3), if assistance provided under
this subchapter, and any other Federal or State program,
amounts to 80 percent or more of the operating budget of a
child care provider that receives such assistance, the Secretary
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shall not permit such provider to receive any further assistance
under this subchapter unless the grant or contract relating to
the financial assistance, or the employment and admissions
policies of the provider, specifically provides that no person
with responsibilities in the operation of the child care program,
project, or activity of the provider will discriminate against any
individual in employment, if such employee’s primary responsi-
bility is or will be working directly with children in the provi-
sion of child care, or admissions because of the religion of such
individual.

“(b) EFFECT ON STATE LAW.—Nothing in this subchapter shall be

construed to supersede or modify any provision of a State constitu-

tion or State law that prohibits the expenditure of public funds in

or by sectarian institutions, except that no provision of a State con-
stitution or State law shall be construed to prohibit the expenditure
in or by sectarian institutions of any Federal funds provided under
this subchapter.

“SEC. 6580. AMOUNTS RESERVED; ALLOTMENTS.

“(a) AMOUNTS RESERVED.—

“‘1) TERRITORIES AND POSSESSIONS.—The Secretary shall re-
serve not to exceed one half of 1 percent of the amount appropri-
ated under this subchapter in each fiscal year for payments to
Guam, American Samoa, the Virgin Islands of the United
States, the Commonwealth of the Northern Mariana Islands,
and the Trust Territory of the Pacific Islands to be allotted in
accordance with their respective needs.

“(2) Inp1aNs TRIBES.—The Secretary shall reserve not more
than 3 percent of the amount appropriated under section 658B
in each fiscal year for payments to Indian tribes and tribal or-
ganizations with applications approved under subsection (c).

“(b) STATE ALLOTMENT.—

“(1) GENERAL RULE.—From the amounts appropriated under
section 658B for each fiscal year remaining after reservations
under subsection (a), the Secretary shall allot to each State an
amount equal to the sum of—

“lA) an amount that bears the same ratio to 50 percent of
such remainder as the product of the young child factor of
the State and the allotment percentage of the State bears to
the sum of the corresponding products for all States; and

“(B) an amount that bears the same ratio to 50 percent of
such remainder as the product of the school lunch factor of
the State and the allotment percentage of the State bears to
the sum of the corresponding products for all States.

“?) Youne cuiLD FacTOrR.—The term ‘young child factor’
means the ratio of the number of children in the State under 5
years of age to the number of such children in all States as pro-
vided by the most recent annual estimates of population in the
States by the Census Bureau of the Department of Commerce.

“(3) ScrooL LuncH FacTOorR.—The term ‘school lunch factor’
means the ratio of the number of children in the State who are
recetving free or reduced price lunches under the school lunch
program established under the National School Lunch Act (42
US.C. 1751 et seq.) to the number of such children in all the
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States as determined annually by the Department of Agricul-
ture.

“(4) ALLOTMENT PERCENTAGE.—

“lqA) INn GeNERAL.—The allotment percentage for a State
is determined by dividing the per capita income of all indi-
viduals in the United States, by the per capita income of
all individuals in the State.

“(B) Limrrations.—If an allotment percentage deter-
mined under subparagraph (A)—

“(0) exceeds 1.2 percent, then the allotment percentage
of that State shall be considered to be 1.2 percent; and

“i) is less than 0.8 percent, then the allotment per-
centage of the State shall be considered to be 0.8 per-
cent.

“lO PEr caprra INcoME.—For purposes of subparagraph
(A), per capita income shall be—

“(i) determined at 2-year intervals;

“ii) applied for the 2-year period beginning on Octo-
ber 1 of the first fiscal year beginning on the date such
determination is made; and

“(iti) equal to the average of the annual per capita
incomes for the most recent period of 8 consecutive
years for which satisfactory data are available from
the Department of Commerce at the time such determi-
nation is made.

“lc) PAYMENTS FOR THE BENEFIT OF INDIAN CHILDREN.—

“(1) GENERAL AUTHORITY.—From amounts reserved under
subsection (a)(2), the Secretary may make grants to or enter into
contracts with Indian tribes or tribal organizations that submit
applications under this section, for the planning and carrying
out of programs or activities consistent with the purposes of this
subchapter.

“(2) APPLICATIONS AND REQUIREMENTS.—An application for a
grant or contract under this section shall provide that:

“CtA) CoorpINATION.—The applicant will coordinate, to
the maximum extent feasible, with the lead agency in the
State or States in which the applicant will carry out pro-
grams or activities under this section.

“(B) SERVICES ON RESERVATIONS.—In the case of an ap-
plicant located in a State other than Alaska, California, or
Oklahoma, programs and activities under this section will
be carried out on the Indian reservation for the benefit of
Indian children.

“(C) ReporTs AND aupIits.—The applicant will make
such reports on, and conduct such audits of, programs and
activities under a grant or contract under this section as
the Secretary may require.

“(3) CONSIDERATION OF SECRETARIAL APPROVAL.—In deter-
mining whether to approve an application for a grant or con-
tract under this section, the Secretary shall take into consider-
ation—

“(A) the availability of child care services provided in ac-
cordance with this subchapter by the State or States in
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which the applicant proposes to carry out a program to pro-
vide child care services; and

“(B) whether the applicant has the ability (including
skills, personnel, resources, community support, and other
necessary components) to satisfactorily carry out the pro-
posed program or activity.

“(4) THREE-YEAR LIMIT.—QGrants or contracts under this sec-
tion shall be for periods not to exceed 3 years.

“(5) DuAL ELIGIBILITY OF INDIAN CHILDREN.—The awarding
of a grant or contract under this section for programs or activi-
ties to be conducted in a State or States shall not affect the eli-
gibility of any Indian child to receive services provided or to
participate in programs and activities carried out under a grant
to the State or States under this subchapter.

“(d) DATA AND INFORMATION.—The Secretary shall obtain from
each appropriate Federal agency, the most recent data and informa-
tion necessary to determine the allotments provided for in subsection

“le) REALLOTMENTS.—

“(1) IN GENERAL.—Any portion of the allotment under subsec-
tion (b) to a State that the Secretary determines is not required
to carry out a State plan approved under section 658E(d), in the
period for which the allotment is made available, shall be real-
lotted by the Secretary to other States in proportion to the origi-
nal allotments to the other States.

“C2) LIMITATIONS.—

“(A) Repuctrion.—The amount of any reallotment to
which a State is entitled to under paragraph (1) shall be
reduced to the extent that it exceeds the amount that the
Secretary estimates will be used in the State to carry out a
State plan approved under section 658E(d).

“YB) REALLOTMENTS.—The amount of such reduction
shall be similarly reallotted among States for which no re-
duction in an allotment or reallotment is required by this
subsection.

3) AMOUNTS REALLOTTED.—For purposes of any other section
of this subchapter, any amount reallotted to a State under this
subsection shall be considered to be part of the allotment made
under subsection (b) to the State.

“(f) DEFINITION.—For the purposes of this section, the term ‘State’
includes only the 50 States, the District of Columbia, and the Com-
monwealth of Puerto Rico.

“SEC. 658P. DEFINITIONS.
“As used in this subchapter:

“(1) CaREGIVER.—The term ‘caregiver’ means an individual
who provides a service directly to an eligible child on a person-
to-person basis.

“(2) CHILD CARE CERTIFICATE.—The term ‘child care certifi-
cate’ means a certificate (that may be a check or other disburse-
ment) that is issued by a State or local government under this
subchapter directly to a parent who may use such certificate
only as payment for child care services. Nothing in this sub-
chapter shall preclude the use of such certificates for sectarian

[
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child care services if freely chosen by the parent. For purposes of
this subchapter, child care certificates shall not be considered
to be grants or contracts.

“‘3) ELEMENTARY ScHOOL.—The term ‘elementary school’
means a day or residential school that provides elementary edu-
cation, as determined under State law.

“44) ELIGIBLE CHILD.—The term ‘eligible child’ means an in-
dividual—

“(A) who is less than 13 years of age;

“(B) whose family income does not exceed 75 percent of
the State median income for a family of the same size; and

“iC) who—

“G) resides with a parent or parents who are working
or attending a job training or educational program; or

“6i) is receiving, or needs to receive, protective serv-
ices and resides with a parent or parents not described
in clause (i).

“(5) ELIGIBLE CHILD CARE PROVIDER.—The term ‘eligible child
care provider’ means—

“ftA) a center-based child care provider, a group home
child care provider, a family child care provider, or other
provider of child care services for compensation that—

“G) is licensed, regulated, or registered under State
law as described in section 658E(c)2)XE); and

“6it) satisfies the State and local requirements, in-
cluding those referred to in section 658E(cX2)XF);
applicable to the child care services it provides; or

“(B) a child care provider that is 18 years of age or older
who provides child care services only to eligible children
who are, by affinity or consanguinity, or by court decree,
the grandchild, niece, or nephew of such provider, if such
provider is registered and complies with any State require-
melnt.:'i that govern child care provided by the relative in-
volved.

“(6) FAMILY CHILD CARE PROVIDER.—The term ‘family child
care provider’ means one individual who provides child care
services for fewer than 24 hours per day, as the sole caregiver,
and in a private residence.

“?) INDIAN TRIBE.—The term ‘Indian tribe’ has the meaning
given it in section 4(b) of the Indian Self-Determination and
Education Assistance Act (25 U.S.C. 450b(b)).

“(8) LEAD AGENCY.—The term ‘lead agency’ means the agency
designated under section 658B(a).

“(9) PARENT.—The term ‘parent’ includes a legal guardian or
other person standing in loco parentis.

“(10) SECONDARY ScHoOOL.—The term ‘secondary school’ means
a day or residential school which provides secondary education,
as determined under State law.

“(11) SECRETARY.—The term ‘Secretary’ means the Secretary
of Health and Human Services unless the context specifies oth-
erwise.

“(12) SLIDING FEE SCALE.—The term ‘sliding fee scale’ means
a system of cost sharing by a family based on income and size
of the famuly.
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“13) StaTE.—The term ‘State’ means any of the several
States, the District of Columbia, the Virgin Islands of the
United States, the Commonwealth of Puerto Rico, Guam, Amer-
ican Samoa, the Commonwealth of the Northern Mariana Is-
lands, and the Trust Territory of the Pacific Islands.

“(14) TRIBAL ORGANIZATION.—The term ‘tribal organization’
has the meaning given it in section 4(c) of the Indian Self-Deter-
mination and Education Assistance Act (25 U.S.C. 450b(c)).

“SEC. 658Q. PARENTAL RIGHTS AND RESPONSIBILITIES.

“Nothing in this subchapter shall be construed or applied in any
manner to infringe on or usurp the moral and legal rights and re-
sponsibilities of parents or legal guardians.

“SEC. 658R. SEVERABILITY.

“If any provision of this subchapter or the application thereof to
any person or circumstance is held invalid, the invalidity shall not
affect other provisions of applications of this subchapter which can
be given effect without regard to the invalid provision or applica-
tion, and to this end the provisions of this subchapter shall be sever-
able.”.

Subtitle B—O0ld-Age, Survivors, and Disability Insurance

SEC. 5100. TABLE OF CONTENTS.

Sec. 5100. Table of contents.

Sec. 5101. Amendment of the Social Security Act.

Sec. 5102. Continuation of disability benefits during appeal.

Sec. 5103. Repeal of special disability standard for widows and widowers.

Sec. 5104. Dependency requirements applicable to a child adopted by a surviving
spouse.

Sec. 5105. Representative payee reforms.

Sec. 5106. Fees for representation of claimants in administrative proceedings.

Sec. 5107. Applicability of administrative res judicata; related notice requirements.

Sec. 5108. Demonstration projects relating to accountability for telephone service
center communications.

Sec. 5109. Notice requirements.

Sec. 5110. Telephone access to the Social Security Administration.

Sec. 5111. Amendments relating to social security account statements.

Sec. 5112. Trial work period during rolling five-year period for all disabled benefici-
aries.

Sec. 5113. Continuation of benefits on account of participation in a non-state voca-
tional rehabilitation program.

Sec. 5114. Limitation on new entitlement to special age-72 payments.

Sec. 5115. Elimination of advanced crediting to the trust funds of social security
payroll taxes.

Sec. 5116. Elimination of eligibility for retroactive benefits for certain individuals
eligible for reduced benefits

Sec. 5117. Consolidation of old methods of computing primary insurance amounts.

Sec. 5118. Suspension of dependent’s benefits when the worker is in an extended
period of eligibility.

Sec. 5119. Entitlement to benefits of deemed spouse and legal spouse.

Sec. 5120. Vocational rehabilitation demonstration projects.

Sec. 5121. Exemption for certain aliens, receiving amnesty under the Immigration
and Nationality Act, from prosecution for misreporting of earnings or
misuse of social security account numbers or social security cards.

Sec. 5122. Reduction of amount of wages needed to earn a year of coverage applica-
ble in determining special minimum primary irsurance amount.

Sec. 5123. Charg't(r.g of earnings of corporate directors.

Sec. 5124. Collection of employee social security and railroad retirement taxes on tax-
able group-term life insurance provided to retirees.
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5125. Tier 1 railroad retirement tax rates explicitly determined by reference to
social security taxes.

5126. Transfer to railroad retirement account.

5127. Waiver of 2-year waiting period for independent entitlement to divorced
spouse’s benefits.

5128. Modification of the preeffectuation review requirement applicable to dis-
ability insurance cases.

5129. Recovery of OASDI overpayments by means of reduction in tax refunds.

5130. Miscellaneous technical corrections.

SEC. 5101. AMENDMENT OF THE SOCIAL SECURITY ACT.

Except as otherwise expressly provided, whenever in this subtitle
an amendment or repeal is expressed in terms of an amendment to,
or repeal of, a section or other prouvision, the reference shall be con-
sidered to be made to a section or other provision of the Social Secu-
rity Act.

SEC. 5102. CONTINUATION OF DISABILITY BENEFITS DURING APPEAL.

Subsection (g) of section 223 (42 U.S.C. 423(g)) is amended—

(1) in paragraph (1), in the matter following subparagraph
(C), by inserting “or” after “hearing,”, and by striking “pend-
ing, or (iii) June 1991.” and inserting ‘pending.”’; and

(2) by striking paragraph (3).

SEC. 5103. REPEAL OF SPECIAL DISABILITY STANDARD FOR WIDOWS AND
WIDOWERS.

d(a) IN GENERAL.—Section 223(d)2) (42 U.S.C. 423(dX?2)) is amend-

e —

(1) in subparagraph (A), by striking ‘‘(except a widow, surviv-
ing divorced wife, widower, or surviving divorced husband for
purposes of section 202(e) or (f):

(2) by striking subparagraph (B); and

(3) by redesignating subparagraph (C) as subparagraph (B).

(b) CONFORMING AMENDMENTS.—

(1) The third sentence of section 216(i)(1) (42 U.S.C. 416(i)(1)
is amended by striking ‘“(2)XC)” and inserting ‘(2)B)".

(2) Section 223(f(1B) (42 US.C. 423(f(1)B)) is amended to
read as follows:

“(B) the individual is now able to engage in substantial
gainful activity; or’.

(3) Section 223(FX2NAX) (42 U.S.C. 423(f(2)XAXii)) is amended
to read as follows:

“(ii) the individual is now able to engage in substan-
tial gainful activity, or”. .

(4) Section 223(fX(3) (42 U.S.C. 423(f)3)) is amended by striking
“therefore—"" and all that follows and inserting ‘‘therefore the
individual is able to engage in substantial gainful activity; or’.

(5) Section 223(f) is further amended, in the matter following
paragraph (}), by striking “(or gainful activity in the case of a
widow, surviving divorced wife, widower, or surviving divorced
husband)” each place it appears.

(¢) TRANSITIONAL RULES RELATING TO MEDICAID AND MEDICARE
ErrciBIiLITY. — _

(1) DETERMINATION OF MEDICAID ELIGIBILITY.—Section
1634(d) (42 U.S.C. 1383¢c(d)) is amended—

(A) by redesignating paragraphs (1) and (2) as subpara-
graphs (A) and (B), respectively;
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(B) by striking ‘d) If any person—" and inserting
“ldX1) This subsection applies with respect to any person
who—""

(C) in subparagraph (A) (as redesignated), by striking “as
required” and all that follows through “but not entitled”
and inserting “being then not entitled’’;

(D) in subparagraph (B) (as redesignated), by striking
“section 1616(a),” and inserting “section 1616(a) (or pay-
ments of the type described in section 212(a) of Public Law
93-66).”; and

(E) by striking ‘“‘such person shall” and all that follows
and inserting the following new paragraph:

“(9) For purposes of title XIX, each person with respect to whom
this subsection applies—

“A) shall be deemed to be a recipient of supplemental securi-
ty income benefits under this title if such person received such a
benefit for the month before the month in which such person
began to receive a benefit described in paragraph (1XA), and

“(B) shall be deemed to be a recipient of State supplementary
payments of the type referred to in section 1616(a) of this Act (or
payments of the type described in section 212(a) of Public Law
93-66) if such person received such a payment for the month
before the month in which such person began to receive a bene-
fit described in paragraph (1)(A),

for so long as such person (1) would be eligible for such supplemen-
tal security income benefits, or such State supplementary payments
(or payments of the type described in section 212(a) of Public Law
93-66), in the absence of benefits described in paragraph (1)(A), and
(it) is not entitled to hospital insurance benefits under part A of
title XVIIL”.

(2) INCLUSION OF MONTHS OF SSI ELIGIBILITY WITHIN 5-MONTH
DISABILITY WAITING PERIOD AND 24-MONTH MEDICARE WAITING
PERIOD.—

(A) WIDOW’'S BENEFITS BASED ON DISABILITY.—Section
202(e)5) (42 U.S.C. 402(e)5) is amended—

(i) in subparagraph (B), by striking ‘“G)” and “(ii)”
and inserting “(I)” and “(ID)”, respectively;

(i) by redesignating subparagraphs (A) and (B) as
clauses (i) and (1), respectively;

(iit) by inserting “(A)” after ‘(5)”: and

(iv) by adding at the end the following new subpara-

graph.

“(B) For purposes of paragraph (1)(F)i), each month in the period
commencing with the first month for which such widow or surviv-
ing divorced wife is first eligible for supplemental security income
benefits under title XVI, or State supplementary payments of the
type referred to in section 1616(a) (or payments of the type described
in section 212(a) of Public Law 93-66) which are paid by the Secre-
tary under an agreement referred to in section 1616(a) (or in section
212(b) of Public Law 93-66), shall be included as one of the months
of such waiting period for which the requirements of subparagraph
(A) have been met.”.

(B) WIDOWER'S BENEFITS BASED ON DISABILITY.—Section
202(1)(6) (42 U.S.C. 402(fX6)) is amended—
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(1) in subparagraph (B), b;y striking “()” and ‘Gi)”
and inserting ‘“(I)” and “(ID", respectively;

(it) by redesignating subparagraphs (A) and (B) as
clauses (i) and (i), respectively;

(iii) by inserting ‘“(A)” after ‘(6)”; and

(iv) by adding at the end the following new subpara-

graph:

“(B) For purposes of paragraph (1XF)Xi), each month in the period
commencing with the first month for which such widower or surviv-
ing divorced husband is first eligible for supplemental security
income benefits under title XVI, or State supplementary payments
of the type referred to in section 1616(a) (or payments of the type de-
scribed in section 212(a) of Public Law 93-66) which are paid by the
Secretary under an agreement referred to in section 1616(a) (or in
section 212(b) of Public Law 93-66), shall be included as one of the
months of such waiting period for which the requirements of sub-
paragraph (A) have been met.”.

(C) MEDICARE BENEFITS.—Section 226(e)1) (42 U.S.C.
426(eX1)) is amended—
(i) by redesignating subparagraphs (A) and (B) as
clauses (i) and (ii), respectively;
(ii) by inserting ‘“‘(A)” after ‘“(e)1)”: and
(iti) by adding at the end the following new subpara-

graph.

“(B) For purposes of subsection (bX2)(AXiii), each month in the
period commencing with the first month for which an individual is
first eligible for supplemental security income benefits under title
XVI, or State supplementary payments of the type referred to in sec-
tion 1616(a) of this Act (or payments of the type described in section
212(a) of Public Law 93-66) which are paid by the Secretary under
an agreement referred to in section 1616(a) (or in section 212(b) of
Public Law 93-66), shall be included as one of the 24 months for
which such individual must have been entitled to widow'’s or wid-
ower’s insurance benefits on the basis of disability in order to
become entitled to hospital insurance benefits on that basis.”

(d) DEEMED DISABILITY FOR PURPOSES OF ENTITLEMENT TO
Wipow’s AND WIDOWER'S INSURANCE BENEFITS FOR WIDOWS AND
Wipowers on SSI RoLLs.—

(1) Wipow’s INSURANCE BENEFITS.—Section 202(e) (42 U.S.C.
402(e) is amended by adding at the end the following new para-

graph:

“C9 An individual shall be deemed to be under a disability for
purposes of paragraph (IXBXii) if such individual is eligible for sup-
plemental security income benefits under title XVI, or State supple-
mentary payments of the type referred to in section 1616(a) (or pay-
ments of the type described in section 212(a) of Public Law 93-66)
which are paid by the Secretary under an agreement referred to in
section 1616(a) (or in section 212(b) of Public Law 93-66), for the
month for which all requirements of paragraph (1) for entitlement
to benefits under this subsection (other than being under a disabil-
ity) are met.”.

(2) WIDOWER'S INSURANCE BENEFITS.—Section 202(f) (42
US.C. 402(f) is amended by adding at the end the following
new paragraph:
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“(9) An individual shall be deemed to be under a disability for
purposes of paragraph (1IXB)Gi) if such individual is eligible for sup-
plemental security income benefits under title XVI, or State supple-
mentary payments of the type referred to in section 1616(a) (or pay-
ments of the type described in section 212(a) of Public Law 93-66)
which are paid by the Secretary under an agreement referred to in
such section 1616(a) (or in section 212(b) of Public Law 93-66), for
the month for which all requirements of paragraph (1) for entitle-
ment to benefits under this subsection (other than being under a dis-
ability) are met.”.

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this section
(other than paragraphs (1) and (2XC) of subsection (c)) shall
apply with respect to monthly insurance benefits for months
after December 1990 for which applications are filed on or after
January 1, 1991, or are pending on such date. The amendments
made by subsection (c)1) shall apply with respect to medical as-
sistance provided after December 1990. The amendments made
by subsection (cX2XC) shall apply with respect to items and serv-
ices furnished after December 1990.

(2) APPLICATION REQUIREMENTS FOR CERTAIN INDIVIDUALS ON
BENEFIT ROLLS.—In the case of any individual who—

(A) is entitled to disability insurance benefits under sec-
tion 223 of the Social Security Act for December 1990 or is
eligible for supplemental security income benefits under
title XVI of such Act, or State supplementary payments of
the type referred to in section 1616(a) of such Act (or pay-
ments of the type described in section 212(a) of Public Law
93-66) which are paid by the Secretary under an agreement
referred to in such section 1616(a) (or in section 212(b) of
Public Law 93-66), for January 1991,

(B) applied for widow’s or widower’s insurance benefits
under subsection (e) or (f) of section 202 of the Social Secu-
rity Act during 1990, and

(C) is not entitled to such benefits under such subsection
(e) or (f) for any month on the basis of such application by
reason of the definition of disability under section
223(d)2)XB) of the Social Security Act (as in effect immedi-
ately before the date of the enactment of this Act), and
would have been so entitled for such month on the basis of
such application if the amendments made by this section
had been applied with respect to such application,

for purposes of determining such individual’s entitlement to
such benefits under subsection (e) or (f) of section 202 of the
Social Security Act for months after December 1990, the require-

ment of paragraph (1)XCXi) of such subsection shall be deemed
to have been met.

SEC. 5104. DEPENDENCY REQUIREMENTS APPLICABLE TO A CHILD ADOPT-
ED BY A SURVIVING SPOUSE.

(a) IN GENERAL.—Section 216(e) (42 U.S.C. 416(e) is amended in
the second sentence—

_ (1) by striking “at the time of such individual’s death living

in such individual’s household” and inserting “either living
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with or receiving at least one-half of his support from such in-
dividual at the time of such individual’s death’’; and

(2) by striking ‘% except” and all that follows and inserting a
period.

(b) EFFECTIVE DATE.—The amendments made by this section shall
apply with respect to benefits payable for months after December
5.933, but only on the basis of applications filed after December 31,

990.

SEC. 5105. REPRESENTATIVE PAYEE REFORMS.
(a) IMPROVEMENTS IN THE REPRESENTATIVE PAYEE SELECTION
AND RECRUITMENT PROCESS.—
(1) AUTHORITY FOR CERTIFICATION OF PAYMENTS TO REPRE-
SENTATIVE PAYEES.—
(A) TrrLE 11.—Section 205(G)1) (42 U.S.C. 405()) is amend-
ed to read as follows:

“REPRESENTATIVE PAYEES

“GX1) If the Secretary determines that the interest of any individ-
ual under this title would be served thereby, certification of pay-
ment of such individual’s benefit under this title may be made, re-
gardless of the legal competency or incompetency of the individual,
either for direct payment to the individual, or for his or her use and
benefit, to another individual, or an organization, with respect to
whom the requirements of paragraph (2) have been met (hereinafter
in this subsection referred to as the individual’s ‘representative
payee’). If the Secretary or a court of competent jurisdiction deter-
mines that a representative payee has misused any individual’s ben-
efit paid to such representative payee pursuant to this subsection or
section 1631(a)2), the Secretary shall promptly revoke certification
for payment of benefits to such representative payee pursuant to this
subsection and certify payment to an alternative representative
payee or to the individual.”.

(B) TITLE XVI.—
(i) IN GENERaL.—Section 1631(a)2XA) (42 US.C.
1383(a)(2)(A)) is amended to read as follows:

“(AXi) Payments of the benefit of any individual may be made to
any such individual or to the eligible spouse (if any) of such indi-
vidual or partly to each.

“(it) Upon a determination by the Secretary that the interest of
such individual would be served thereby, or in the case of any indi-
vidual or eligible spouse referred to in section 1611(e)3XA), such
payments shall be made, regardless of the legal competency or in-
competency of the individual or eligible spouse, to another individ-
ual, or an organization, with respect to whom the requirements of
subparagraph (B) have been met (in this paragraph referred to as
such individual’s ‘representative payee’) for the use and benefit of
the individual or eligible spouse.

“Gii) If the Secretary or a court of competent jurisdiction deter-
mines that the representative payee of an individual or eligible
spouse has misused any benefits which have been paid to the repre-
sentative payee pursuant to clause (ii) or section 205()(1), the Secre-
tary shall promptly terminate payment of benefits to the representa-
tive payee pursuant to this subparagraph, and provide for payment
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of benefits to the individual or eligible spouse or to an alternative
representative payee of the individual or eligible spouse.”.
(it) CONFORMING AMENDMENTS.—Section 1631(a)X2)C)
42 U.S.C. 1383(a)(2XC)) is amended—

(D) in clause (i), by striking “a person other than
the individual or spouse entitled to such payment”
and inserting ‘representative payee of an individ-
ual or spouse’’;

D) in clauses (i), (iii), and (iv), by strikin,
“other person to whom such payment is made”
each place it appears and inserting ‘representative
payee’; and

(ID) in clause (v)—

(aa) by striking ‘person receiving payments
on behalf of another” and inserting ‘repre-
sentative payee’: and

(bb) by striking ‘“person receiving such pay-
ments’’ and inserting ‘‘represeniative payee”.

(2) PROCEDURE FOR SELECTING REPRESENTATIVE PAYEES.—

(A) IN GENERAL.—
() TrrLe 11.—Section 205(G)(2) (42 U.S.C. 405G)2) is
amended to read as follows:

“U2)(A) Any certification made under paragraph (1) for payment of
lgenefit; to an individual’s representative payee shall be made on the

asis of—

“Gi) an investigation by the Secretary of the person to serve as
representative payee, which shall be conducted in advance of
such certification and shall, to the extent practicable, include a
face-to-face interview with such person, and

“ii) adequate evidence that such certification is in the inter-
est 06 such individual (as determined by the Secretary in regula-
tions).

“(BNi) As part of the investigation referred to in subparagraph
(A)(i), the Secretary shall—

“(I) require the person being investigated to submit document-
ed proof of the identity of such person, unless information es-
tablishing such identity has been submitted with an applica-
tion for benefits under this title or title XVI,

“I) verify such person’s social security account number (or
employer identification number),

{111) determine whether such person has been convicted of a
violation of section 208 or 1632, and

“(IV) determine whether certification of payment of benefits
to such person has been revoked pursuant to this subsection or
payment of benefits to such person has been terminated pursu-
ant to section 1631(a)(2)(A)Xiit) by reason of misuse of funds paid
as benefits under this title or title XVI.

“(ti) The Secretary shall establish and maintain a centralized file,
which shall be updated periodically and which shall be in a form
which renders it readily retrievable by each servicing office of the
Social Security Administration. Such file shall consist of—

“(I) a list of the names and social security account numbers
(or employer identification numbers) of all persons with respect
to whom certification of payment of benefits has been revoked
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on or after January 1, 1991, pursuant to this subsection, or with
respect to whom payment of benefits has been terminated on or
after such date pursuant to section 1631(a)2)(A)iii), by reason
of Zlnisuse of funds paid as benefits under this title or title X VI,
an

“ID) a list of the names and social security account numbers
(or employer identification numbers) of all persons who have
been convicted of a violation of section 208 or 1632.

“(CXi) Benefits of an individual may not be certified for payment
to any other person pursuant to this subsection if—

“) such person has previously been convicted as described in
subparagraph (BXiXIII),

“ID except as provided in clause (ii), certification of payment
of benefits to such person under this subsection has previously
been revoked as described in subparagraph (B)GXIV), or pay-
ment of benefits to such person pursuant to section
1631(aX2XAXii) has previously been terminated as described in
section 1631(a)2XBXiixIV), or

“(I11) except as provided in clause (iii), such person is a credi-
tor of such individual who provides such individual with goods
or services for consideration.

“(ii) The Secretary shall prescribe regulations under which the
Secretary may grant exemptions to any person from the provisions of
clause (iXII) on a case-by-case basis if such exemption is in the best
interest of the individual whose benefits would be paid to such
person pursuant to this subsection.

‘(i) Clause GXIII) shall not apply with respect to any person who
is a creditor referred to therein if such creditor is—

“@ a relative of such individual if such relative resides in
the same household as such individual,

‘l‘(II) a legal guardian or legal representative of such individ-
ual,

“dID a facility that is licensed or certified as a care facility
under the law of a State or a political subdivision of a State,

“aV) a person who is an administrator, owner, or employee of
a facility referred to in subclause (IIl) if such individual resides
in such facility, and the certification of payment to such facili-
ty or such person is made only after good faith efforts have been
made by the local servicing office of the Social Security Admin-
istration to locate an alternative representative payee to whom
such certification of payment would serve the best interests of
such individual, or

“OV) an individual who is determined by the Secretary, on the
basis of written findings and under procedures which the Secre-
tary shall prescribe by regulation, to be acceptable to serve as a
representative payee.

“Giv) The procedures referred to in clause (iitX'V) shall require the
individual who will serve as representative payee to establish, to the
satisfaction of the Secretary, that—

“a) such individual poses no risk to the beneficiary,

“dD the financial relationship of such individual to the bene-
ficiary poses no substantial conflict of interest, and

“T) no other more suitable representative payee can be
found.
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“(D)i) Subject to clause (ii), if the Secretary makes a determina-
tion described in the first sentence of paragraph (1) with respect to
any individual’s benefit and determines that direct payment of the
benefit to the individual would cause substantial harm to the indi-
vidual, the Secretary may defer (in the case of initial entitlement) or
suspend (in the case of existing entitlement) direct payment of such
benefit to the individual, until such time as the selection of a repre-
sentative payee is made pursuant to this subsection.

“GixT) Except as provided in subclause (II), any deferral or sus-
pension of direct payment of a benefit pursuant to clause (i) shall be
for a period of not more than 1 month.

“ID Subclause (1) shall not apply in any case in which the indi-
vidual is, as of the date of the Secretary’s determination, legally in-
competent or under the age of 15.

“(iti) Payment pursuant to this subsection of any benefits which
are deferred or suspended pending the selection of a representative
payee shall be made to the individual or the representative payee as
a single sum or over such period of time as the Secretary determines
is in the best interest of the individual entitled to such benefits.

“(E)G) Any individual who is dissatisfied with a determination by
the Secretary to certify payment of such individual’s benefit to a
representative payee under paragraph (1) or with the designation of
a particular person to serve as representative payee shall be entitled
to a hearing by the Secretary to the same extent as is provided in
subsection (b), and to judicial review of the Secretary’s final deci-
sion as is provided in subsection (g).

“6ii) In advance of the certification of payment of an individual’s
benefit to a representative payee under paragraph (1), the Secretary
shall provide written notice of the Secretary’s initial determination
to certify such payment. Such notice shall be provided to such indi-
vidual, except that, if such individual—

“(I) is under the age of 15,

“II) is an unemancipated minor under the age of 18, or

“dID is legally incompetent,
then such notice shall be provided solely to the legal guardian or
legal representative of such individual.

“(iit) Any notice described in clause (ii) shall be clearly written in
language that is easily understandable to the reader, shall identify
the person to be designated as such individual’s representative
payee, and shall explain to the reader the right under clause (i) of
such individual or of such individual’s legal guardian or legal rep-
resentative—

“() to appeal a determination that a representative payee is
necessary for such individual,

“(ID to appeal the designation of a particular Dperson to serve
as the representative payee of such individual, and

“dID to review the evidence upon which such designation is
based and submit additional evidence.”,

(i) TitLe xvi—Section 1631@)2(B) (42 US.C.

_ 1383(@2)B)) is amended to read as follows:

“(BXi) Any determination made under subparagraph (A) for pay-
ment of benefits to the representative payeé of an individual or eligi-
ble spouse shall be made on the basis of —
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“(D an investigation by the Secretary of the person to serve as
representative payee, which shall be conducted in advance of
such payment, and shall, to the extent practicable, include a
face-to-face interview with such person; and

“11) adequate evidence that such payment is in the interest of
the individual or eligible spouse (as determined by the Secretary
in regulations).

“@ii) As part of the investigation referred to in clause (i)1), the
Secretary shall—

“) require the person being investigated to submit document-
ed proof of the identity of such person, unless information es-
tablishing such identity was submitted with an application for
benefits under title II or this title;

“dD verify the social security account number (or employer
identification number) of such person;

“(IID) determine whether such person has been convicted of a
violation of section 208 or 1632; and

“IV) determine whether payment of benefits to such person
has been terminated pursuant to subparagraph (AXiii), and
whether certification of payment of benefits to such person has
been revoked pursuant to section 205(j), by reason of misuse of
funds paid as benefits under title II or this title.

“Gii) Benefits of an individual may not be paid to any other
person pursuant to subparagraph (A)Xii) if—

‘D such person has previously been convicted as described in
clause (iX1ID);

“l) except as provided in clause (iv), payment of benefits to
such person pursuant to subparagraph (A)ii) has previously
been terminated as described in clause (ii)IV), or certification
of payment of benefits to such person under section 205(j) has
previously been revoked as described in section 205G 2XB)GXIV);

“(III) except as provided in clause (v), such person is a credi-
tor of such individual who provides such individual with goods
or services for consideration.

“liv) The Secretary shall prescribe regulations under which the
Secretary may grant an exemption from clause (iii)XID) to any person
on a case-by-case basis if such exemption would be in the best inter-
est of the individual or eligible spouse whose benefits under this
title would be paid to such person pursuant to subparagraph (AXii).

“v) Clause (iii)III) shall not apply with respect to any person who
is a creditor referred to therein if such creditor is—

“) a relative of such individual if such relative resides in
the same household as such individual;

“aD) a legal guardian or legal representative of such individ-

al;

“‘IID a facility that is licensed or certified as a care facility
under the law of a State or a political subdivision of a State;

“aV) a person who is an administrator, owner, or employee of
a facility referred to in subclause (IIl) if such individual resides
in such facility, and the payment of benefits under this title to
such facility or such person is made only after good faith efforts
have been made by the local servicing office of the Social Secu-
rity Administration to locate an alternative representative payee
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to whom the payment of such benefits would serve the best in-
terests of such individual; or

“V) an individual who is determined by the Secretary, on the
basis of written findings and under procedures which the Secre-
tary shall prescribe by regulation, to be acceptable to serve as a
representative payee.

“vi) The procedures referred to in clause (VV) shall require the
individual who will serve as representative payee to establish, to the
satisfaction of the Secretary, that—

“(D such individual poses no risk to the beneficiary;

“aD the financial relationship of such individual to the bene-
ficiary poses no substantial conflict of interest; and

“dI) no other more suitable representative payee can be
found.

“(vii) Subject to clause (viii), if the Secretary makes a determina-
tion described in subparagraph (A)Xii) with respect to any individ-
ual’s benefit and determines that direct payment of the benefit to
the individual would cause substantial harm to the individual, the
Secretary may defer (in the case of initial entitlement) or suspend
(in the case of existing entitlement) direct payment of such benefit to
the individual, until such time as the selection of a representative
Dpayee is made pursuant to this subparagraph.

“iiiX1) Except as provided in subclause (II), any deferral or sus-
pension of direct payment of a benefit pursuant to clause (vii) shall
be for a period of not more than 1 month.

“aD Subclause (I) shall not apply in any case in which the indi-
vidual or eligible spouse is, as of the date of the Secretary’s determi-
nation, legally incompetent, under the age 15 years, or a drug addict
or alcoholic referred to in section 1611(eX3)A).

“tix) Payment pursuant to this subparagraph of any benefits
which are deferred or suspended pending the selection of a repre-
sentative payee shail be made to the individual, or to the representa-
tive payee upon such selection, as a single sum or over such period
of time as the Secretary determines is in the best interests of the in-
dividual entitled to such benefits.

“(x) Any individual who is dissatisfied with a determination by
the Secretary to pay such individual’s benefits to a representative
payee under this title, or with the designation of a particular person
to serve as representative payee, shall be entitled to a hearing by the
Secretary, and to judicial review of the Secretary’s final decision, to
the same extent as is provided in subsection (c).

“(xi) In advance of the first payment of an individual’s benefit to
a representative payee under subparagraph (A)ii), the Secretary
shall provide written notice of the Secretary’s initial determination
to make any such payment. Such notice shall be provided to such
individual, except that, if such individual—

“(I) is under the age of 15,
“(ID) is an unemancipated minor under the age of 18, or

“(IID) is legally incompetent,
then such notice shcll be provided solely to the legal guardian or
legal representative of such individual.
~ “(xii) Any notice described in clause (xi) shall be clearly written
in language that is easily understandable to the reader, shall iden-
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tify the person to be designated as such individual’s representative
payee, and shall explain to the reader the right under clause (x) of
such individual or of such individual’s legal guardian or legal rep-
resentative—
“(D to appeal a determination that a representative payee is
necessary for such individual,
“aD to appeal the designation of a particular person to serve
as the representative payee of such individual, and
“aID to review the evidence upon which such designation is
based and submit additional evidence.”’
(B) REPORT ON FEASIBILITY OF OBTAINING READY ACCESS
TO CERTAIN CRIMINAL FRAUD RECORDS.—As soon as practi-
cable after the date of the enactment of this Act, the Secre-
tary of Health and Human Services, in consultation with
the Attorney General of the United States and the Secretary
of the Treasury, shall study the feasibility of establishing
and maintaining a current list, which would be readily
available to local offices of the Social Security Administra-
tion for use in investigations undertaken pursuant to sec-
tion 205(X2) or 1631(a)2XB) of the Social Security Act, of
the names and social security account numbers of individ-
uals who have been convicted of a violation of section 495
of title 18, United States Code. The Secretary of HecIth and
Human Services shall, not later than July 1, 1992, submit
the results of such study, together with any recommenda-
tions, to the Committee on Ways and Means of the House of
Representatives and the Committee on Finance of the
Senate.
(3) PROVISION FOR COMPENSATION OF QUALIFIED ORGANIZA-
TIONS SERVING AS REPRESENTATIVE PAYEES.—
(A) IN GENERAL.—
(1) Trtee 1m.—Section 205G) (42 U.S.C. 405¢) is
amended by redesignating paragraph (4) as paragraph
(5), and by inserting after paragraph (3) the following
new paragraph:

“UXA) A qualified organization may collect from an individual a
monthly fee for expenses (including overhead) incurred by such orga-
nization in providing services performed as such individual’s repre-
sentative payee pursuant to this subsection if such fee does not
exceed the lesser of—

“i) 10 percent of the monthly benefit involved, or

“(it) $25.00 per month.
Any agreement providing for a fee in excess of the amount permitted
under this subparagraph shall be void and shall be treated as
misuse by such organization of such individual’s benefits.

“(B) For purposes of this paragraph, the term ‘qualified organiza-
tion’ means any community-based nonprofit social service agency
which is bonded or licensed in each State in which it serves as a
representative payee and which, in accordance with any applicable
regulations of the Secretary—

“G) regularly provides services as the representative payee,
pursuant to this subsection or section 1631(a)(2), concurrently to
5 or more individuals,
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“(ii) demonstrates to the satisfaction of the Secretary that
such agency is not otherwise a creditor of any such individual,
and

“6iii) was in existence on October 1, 1988.

The Secretary shall prescribe regulations under which the Secretary
may grant an exception from clause (ii) for any individual on a
case-by-case basis if such exception is in the best interests of such
individual.

“C) Any qualified organization which knowingly charges or col-
lects, directly or indirectly, any fee in excess of the maximum fee
prescribed under subparagraph (A) or makes any agreement, directly
or indirectly, to charge or collect any fee in excess of such maximum
fee, shall be fined in accordance with title 18, United States Code,
or imprisoned not more than 6 months, or both.

“(D) This paragraph shall cease to be effective on July 1, 199}.”.

(ii) Trree xvi—Section 1631(a)2) (42 US.C.
1383(a)(?)) is amended—
(D) by redesignating subparagraph (D) as sub-
paragraph (E);
(D) by inserting after subparagraph (C) the fol-
lowing:

“(DXi) A qualified organization may collect from an individual a
monthly fee for expenses (including overhead) incurred by such orga-
nization in providing services performed as such individual’s repre-
sentative payee pursuant to subparagraph (A)ii) if the fee does not
exceed the lesser of—

“(I) 10 percent of the monthly benefit involved, or

“(ID) $25.00 per month.

Any agreement providing for a fee in excess of the amount permitted
under this clause shall be void and shall be treated as misuse by
the organization of such individual’s benefits.

“it) For purposes of this subparagraph, the term ‘qualified orga-
nization’ means any community-based nonprofit social service
agency which—

“I) is bonded or licensed in each State in which the agency
serves as a representative payee;

“dD in accordance with any applicable regulations of the Sec-
retary—

“laa) regularly provides services as a representative payee
pursuant to subparagraph (A)Gi) or section 205()(4) concur-
rently to 5 or more individuals;

“(bb) demonstrates to the satisfaction of the Secretary
that such agency is not otherwise a creditor of any such in-
dividual; and

“lcc) was in existence on October 1, 1988.

The Secretary shall prescribe regulations under which the Secretary
may grant an exception from subclause (II(bb) for any individual
on a case-by-case basis if such exception is in the best interests of
such individual.

“Giii) Any qualified organization which knowingly charges or col-
lects, directly or indirectly, any fee in excess of the maximum fee
prescribed under clause (i) or makes any agreement, directly or indi-
rectly, to charge or collect any fee in excess of such maximum fee,
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shall be fined in accordance with title 18, United States Code, or
imprisoned not more than 6 months, or both.
19(9‘2'1?) This subparagraph shall cease to be effective on July I,

(B) STUDIES AND REPORTS.—

(i) REPORT BY SECRETARY OF HEALTH AND HUMAN
SERVICES.—Not later than January 1, 1993, the Secre-
tary of Health and Human Services shall transmit a
report to the Committee on Ways and Means of the
House of Representatives and the Committee on Fi-
nance of the Senate setting forth the number and types
of qualified organizations which have served as repre-
sentative payees and have collected fees for such service
I(Jz)rsuant to any amendment made by subparagraph

(ii) REPORT BY COMPTROLLER GENERAL.—Not later
than July 1, 1992, the Comptroller General of the
United States shall conduct a study of the advantages
and disadvantages of allowing qualified organizations
serving as representative payees to charge fees pursuant
to the amendments made by subparagraph (A) and
shall transmit a report to the Committee on Ways and
Means of the House of Representatives and the Com-
mittee on Finance of the Senate setting forth the re-
sults of such study.

(4) STUDY RELATING TO FEASIBILITY OF SCREENING OF INDIVID-
UALS WITH CRIMINAL RECORDS.—As soon as practicable after the
date of the enactment of this Act, the Secretary of Health and
Human Services shall conduct a study of the feasibility of de-
termining the type of representative payee applicant most likely
to have a felony or misdemeanor conviction, the suitability of
individuals with prior convictions to serve as representative
payees, and the circumstances under which such applicants
could be allowed to serve as representative payees. The Secretary
shall transmit the results of such study to the Committee on
Ways and Means of the House of Representatives and the Com-
mittee on Finance of the Senate not later than July 1, 1992.

(5) EFFECTIVE DATES.—

(A) USE AND SELECTION OF REPRESENTATIVE PAYEES.—
The amendments made by paragraphs (1) and (2) shall take
effect July 1, 1991, and shall apply only with respect to—

(i) certifications of payment of benefits under title 11
of the Social Security Act to representative payees made
on or after such date; and

(ii) provisions for payment of benefits under title
XVI of such Act to representative payees made on or
after such date.

(B) COMPENSATION OF REPRESENTATIVE PAYEES.—The
amendments made by paragraph (3) shall take effect July 1,
1991, and the Secretary of Health and Human Services
shall prescribe initial regulations necessary to carry out
such amendments not later than such date.

(b) IMPROVEMENTS IN RECORDKEEPING AND AUDITING REQUIRE-
MENTS.—



278

(1) IMPROVED ACCESS TO CERTAIN INFORMATION.—

(A) IN GENERAL.—Section 205G)3) (42 U.S.C. 605G)X3)) is
amended—

(i) by striking subparagraph (B);

(it) by redesignating subparagraphs (C), (D), and (E)
as subparagraphs (B), (C), and (D), respectively;

(iit) in subparagraph (D) (as so redesignated), by
striking ‘“(A4), (B), (C), and (D)” and inserting ‘“(A), (B),
and (C)”; and

(iv) by adding at the end the following new subpara-
graphs:

‘“E) The Secretary shall maintain a centralized file, which shall
be updated periodically and which shall be in a form which will be
readily retrievable by each servicing office of the Social Security Ad-
ministration, of—

“0i) the address and the social security account number (or
employer identification number) of each representative payee
who is receiving benefit payments pursuant to this subsection or
section 1631(a)?), and

“@iv) the address and social security account number of each
individual for whom each representative payee is reported to be
providing services as representative payee pursuant to this sub-
section or section 1631(a)?).

“CF) Each servicing office of the Administration shall maintain a
list, which shall be updated periodically, of public agencies and
community-based nonprofit social service agencies which are quali-
fied to serve as representative payees pursuant to this subsection or
section 1631(a)(2) and which are located in the area served by such
servicing office.”.

(B) EFreEcTIVE DATE.—The amendments made by sub-
paragraph (A) shall take effect October 1, 1992, and the
Secretary of Health and Human Services shall take such
actions as are necessary to ensure that the requirements of
section 205G)3NE) of the Social Security Act (as amended
by subparagraph (A) of this paragraph) are satisfied as of
such date.

(2) STUDY RELATING TO MORE STRINGENT OVERSIGHT OF HIGH-
RISK REPRESENTATIVE PAYEES.—

(A) IN GENERAL.—As soon as practicable after the date of
the enactment of this Act, the Secretary of Health and
Human Services shall conduct a study of the need for a
more stringent accounting system for high-risk representa-
tive payees than is otherwise generally provided under sec-
tion 205GX3) or 1631(a)2)(C) of the Social Security Act,
which would include such additional reporting require-
‘ments, record maintenance requirements, and other meas-
ures as the Secretary considers necessary to determine
whether services are being appropriately provided by such
payees in accordance with such sections 205() and
1631(a)2).

(B) SPECIAL PROCEDURES.—In such study, the Secretary
shall determine the appropriate means of implementing
more stringent, statistically valid procedures for—
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(i) reviewing reports which would be submu.ted to the
Secretary under any system described in subparagraph
(A), and

(it) periodic, random audits of records which would
be kept under such a system,

in order to identify any instances in which high-risk repre-
sentative payees are misusing payments made pursuant to
section 205() or 1631(a)2) of the Social Security Act.

(C) HIGH-RISK REPRESENTATIVE PAYEE.—For purposes of
this paragraph, the term “high-risk representative payee”
means a representative payee under section 205(j) or
1631(aX2) of the Social Security Act (42 US.C. 405() and
1383(a)(2), respectively) (other than a Federal or State insti-
tution) who—

(i) regularly provides concurrent services as a repre-
sentative payee under such section 205(j), such section
1631(a)?2), or both such sections, for 5 or more individ-
uals who are unrelated to such representative payee,

(it) is neither related to an individual on whose
behalf the payee is being paid benefits nor living in the
same household with such individual,

(ii1) is a creditor of such individual, or

(iv) is in such other category of payees as the Secre-
tary may determine appropriate.

(D) REporT.—The Secretary shall report to the Commit-
tee on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate the results of
the study, together with any recommendations, not later
than July 1, 1992. Such report shall include an evaluation
of the feasibility and desirability of legislation implement-
ing stricter accounting and review procedures for high-risk
representative payees in all servicing offices of the Social
Security Administration (together with proposed legislative
language).

(3) DEMONSTRATION PROJECTS RELATING TO PROVISION OF IN-
FORMATION TO LOCAL AGENCIES PROVIDING CHILD AND ADULT
PROTECTIVE SERVICES.—

(A) IN GENERAL.—As soon as practicable after the date of
the enactment of this Act, the Secretary of Health and
Human Services shall implement a demonstration project
under this paragraph in all or part of not fewer than 2
States. Under each such project, the Secretary shall enter
into an agreement with the State in which the project is lo-
cated to make readily available, for the duration of the
project, to the appropriate State agency, a listing of ad-
dresses of multiple benefit recipients.

(B) LISTING OF ADDRESSES OF MULTIPLE BENEFIT RECIPI-
ENTS.—The list referred to in subparagraph (A) shall con-
sist of a current list setting forth each address within the
State at which benefits under title II, benefits under title
XVI, or any combination of such benefits are being received
by 5 or more individuals. For purposes of this subpara-
graph, in the case of benefits under title II, all individuals
receiving benefits on the basis of the wages and self-employ-
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ment income of the same individual shall be counted as 1
individual.

(C) APPROPRIATE STATE AGENcY.—The appropriate State
agency referred to in subparagraph (A) is the agency of the
State which the Secretary determines is primarily responsi-
ble for regulating care facilities operated in such State or
providing for child and adult protective services in such
State.

(D) REPORT.—The Secretary shall report to the Commit-
tee on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate concerning
such demonstration projects, together with any recommen-
dations, not later than July 1, 1992. Such report shall in-
clude an evaluation of the feasibility and desirability of
legislation implementing the programs established pursu-
ant to this paragraph on a permanent basis.

(E) StaTe.—For purposes of this paragraph, the term
“State” means a State, including the entities included in
such term by section 210(h) of the Social Security Act (42
U.S.C. 410(h)).

(¢c) RESTITUTION.—

(1) TrrLe n.—Section 205() (42 U.S.C. 405()) is amended by
redesignating paragraph (5) (as so redesignated by subsection
(@)3XA)i) of this section) as paragraph (6) and by inserting
after paragraph (}) (as added by subsection (aX3XA)i) the fol-
lowing new paragraph:

“t5) In cases where the negligent failure of the Secretary to inves-
tigate or monitor a representative payee results in misuse of benefits
by the representative payee, the Secretary shall certify for payment
to the beneficiary or the beneficiary’s alternative representative
payee an amount equal to such misused benefits. The Secretary
shall make a good faith effort to obtain restitution from the termi-
nated representative payee.".

(2) TitLe xvi.—Section i631(aX2) (42 U.S.C. 1383(a)2) is
amended by redesignating subparagraph (E) (as so redesignated
by subsection (a)3)(A)i)D) of this section) as subparagraph (F)
and by inserting after subparagraph (D) (as added by subsection
(@XS)A)XXIIL) the following new subparagraph:

““E) RestiTtutioN.—In cases where the negligent failure of
the Secretary to investigate or monitor a representative payee re-
sults in misuse of benefits by the representative payee, the Secre-
tary shall make payment to the beneficiary or the beneficiary's
representative payee of an amount equal to such misused bene-
fits. The Secretary shall make a good faith effort to obtain res-
titution from the terminated representative payee.”.

(d) REPORTS TO THE CONGRESS.—

(1) IN GENERAL.—

(A) TrTLE 11.—Section 205(G)(5) (as so redesignated by sub-
section (c)(1) of this section) is amended to read as follows:

5) The Secretary shall include as a part of the annual report re-
quired under section 704 information with respect to the implemen-
tation of the preceding provisions of this subsection, including the
number of cases in which the representative payee was changed, the
number of cases discovered where there has been a misuse of funds,

il
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how any such cases were dealt with by the Secretary, the final dis-
position of such cases, including any criminal penalties imposed,
and such other information as the Secretary determines to be appro-
priate.”.

(B) TirLe xvi—Section 1631(a)2XE) (42 USC.
1383(aX2XE)), as so redesignated by subsection (c)2) of this
section, is amended to read as follows:

“(E) The Secretary shall include as a part of the annual report
required under section 704 information with respect to the imple-
mentation of the preceding provisions of this paragraph, includ-
ing—

‘(i) the number of cases in which the representative payee was
charged;

“G1) the number of cases discovered where there has been a
misuse of funds;

“Giit) how any such cases were dealt with by the Secretary;

“liv) the final disposition of such cases (including any crimi-
nal penalties imposed); and

“(v) such other information as the Secretary determines to be
appropriate.”.

(2) EFFecTIVE DATE.—The amendments made by paragraph
(1) shall apply with respect to annual reports issued for years
after 1991.

(3) FEASIBILITY STUDY REGARDING INVOLVEMENT OF DEPART-
MENT OF VETERANS AFFAIRS.—As soon as practicable after the
date of the enactment of this Act, the Secretary of Health and
Human Services, in cooperation with the Secretary of Veterans
Affairs, shall conduct a study of the feasibility of designating
the Department of Veterans Affairs as the lead agency for pur-
poses of selecting, appointing, and monitoring representative
payees for those individuals who receive benefits paid under
title II or XVI of the Social Security Act and benefits paid by
the Department of Veterans Affairs. Not later than 180 days
after the date of the enactment of this Act, the Secretary of
Health and Human Services shall transmit to the Committee
on Ways and Means of the House of Representatives and the
Committee on Finance of the Senate a report setting forth the
results of such study, together with any recommendations.

SEC. 5106. FEES FOR REPRESENTATION OF CLAIMANTS IN ADMINISTRA-
TIVE PROCEEDINGS.

(a) IN GENERAL.—

(1) TrrLe n.—Subsection (a) of section 206 (42 U.S.C. 406(a) is
amended—

(A) by inserting “(1)” after “(@)”;

(B) in the fifth sentence, by striking ‘“Whenever” and in-
serting “Except as provided in paragraph (2)(A), whenever’;
and

(C) by striking the sixth sentence and all that follows
through “Any person who’ in the seventh sentence and in-
serting the following:

“¢2XA) In the case of a claim of entitlement to past-due benefits
under this title, if—



282

“(i) an agreement between the claimant and another person
regarding any fee to be recovered by such person to compensate
such person for services with respect to the claim is presented in
writing to the Secretary prior to the time of the Secretary’s de-
termination regarding the claim,

“Gii) the fee specified in the agreement does not exceed the
lesser of—

“CI) 25 percent of the total amount of such past-due bene-
fits (as determined before any applicable reduction under
section 1127(a)), or

“ID $4,000, and

“(iti) the determination is favorable to the claimant,

then the Secretary shall approve that agreement at the time of the
favorable determination, and (subject to paragraph (3)) the fee speci-
fied in the agreement shall be the maximum fee. The Secretary may
from time to time increase the dollar amount under clause (iiXIl) to
the extent that the rate of increase in such amount, as determined
over the period since January 1, 1991, does not at any time exceed
the rate of increase in primary insurance amounts under section
215@) since such date. The Secretary shall publish any such in-
creased amount in the Federal Register.

“(B) For purposes of this subsection, the term ‘past-due benefits’
excludes any benefits with respect to which payment has been con-
tinued pursuant to subsection (g) or (h) of section 223.

“C) In the case of a claim with respect to which the Secretary has
approved an agreement pursuant to subparagraph (A), the Secretary
shall provide the claimant and the person representing the claimant
a written notice of—

“(0) the dollar amount of the past-due benefits (as determined
before any applicable reduction under section 1127(a)) and the
dollar amount of the past-due benefits payable to the claimant,

“Gii) the dollar amount of the maximum fee which may be
charged or recovered as determined under this paragraph, and

“Gii) a description of the procedures for review under para-
graph (3).

“(3XA) The Secretary shall provide by regulation for review of the
amount which would otherwise be the maximum fee as determined
under paragraph (2) if, within 15 days after receipt of the notice pro-
vided pursuant to paragraph (2)(C)—

“) the claimant, or the administrative law judge or other
adjudicator who made the favorable determination, submits a
written request to the Secretary to reduce the maximum fee, or

“(ii) the person representing the claimant submits a written
request to the Secretary to increase the maximum fee.

Any such review shall be conducted after providing the claimant,
the person representing the claimant, and the adjudicator with rea-
sonable notice of such request and an opportunity to submit written
information in favor of or in opposition to such request. The adjudi-
cator may request the Secretary to reduce the maximum fee only on
the basis of evidence of the failure of the person representing the
claimant to represent adequately the claimant’s interest or on the

gasv,‘:'i of evidence that the fee is clearly excessive for services ren-
ered.
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“UBXi) In the case of a request for review under subparagraph (A)
by the claimant or by the person representing the claimant, such
review shall be conducted by the administrative law judge who
made the favorable determination or, if the Secretary determines
that such administrative law judge is unavailable or if the determi-
nation was not made by an administrative law judge, such review
shall be conducted by another person designated by the Secretary for
such purpose.

“Gt) In the case of a request by the adjudicator for review under
subparagraph (A), the review shall be conducted by the Secretary or
by an administrative law judge or other person (other than such ad-
Judicator) who is designated by the Secretary.

“(C) Upon completion of the review, the administrative law judge
or other person conducting the review shall affirm or modify the
amount which would otherwise be the maximum fee. Any such
amount so affirmed or modified shall be considered the amount of
the maximum fee which may be recovered under paragraph (2). The
decision of the administrative law judge or other person conducting
the review shall not be subject to further review.

“(4XA) Subject to subparagraph (B), if the claimant is determined
to be entitled to past-due benefits under this title and the person
representing the claimant is an attorney, the Secretary shall, not-
withstanding section 205(i), certify for payment out of such past-due
benefits (as determined before any applicable reduction under sec-
tion 1127(a)) to such attorney an amount equal to so much of the
maximum fee as does not exceed 25 percent of such past-due benefits
(as determined before any applicable reduction under section
1127(a)).

“B) The Secretary shall not in any case certify any amount for
payment to the attorney pursuant to this paragraph before the expi-
ration of the 15-day period referred to in paragraph (3)(A) or, in the
case of any review conducted under paragraph (3), before the com-
pletion of such review.

“(5) Any person who”.

(2) TrrLe XVI.—Paragraph (2)(A) of section 1631(d) (42 U.S.C.
1383(d)X2)X(A)) is amended to read as follows:

“CY9XA) The provisions of section 206(a) (other than paragraph (4)
thereof) shall apply to this part to the same extent as they apply in
tllze jase of title II, except that paragraph (2) thereof shall be ap-
plied—

‘i) by substituting ‘section 1127(a) or 1631(g)’ for ‘section
1127(a)’: and

“@ii) by substituting ‘section 1631(a)7)A) or the requirements
of due process of law’ for ‘subsection (g) or (h) of section 223"

(b) PROTECTION OF ATTORNEY'S FEES FrOM OFFSETTING SSI BEN-
EFITS.—Subsection (a) of section 1127 (42 US.C. 1320a-6(a)) is
amended by adding at the end the following new sentence: A bene-
fit under title II shall not be reduced pursuant to the preceding sen-
tence to the extent that any amount of such benefit would not other-
wise be available for payment in full of the maximum fee which
may be recovered from such benefit by an attorney pursuant to sec-
tion 206(a)}).”.

(¢) LIMITATATION OF TRAVEL EXPENSES FOR REPRESENTATION OF
CLAIMANTS AT ADMINISTRATIVE PROCEEDINGS.—Section 201() (42
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US.C. 401(), section 1631(h) (42 U.S.C. 1383(h)), and section 1817(i)
(42 US.C. 1395i(i) are each amended by adding at the end the fol-
lowing new sentence: “The amount available for payment under this
subsection for travel by a representative to attend an administrative
proceeding before an administrative law judge or other adjudicator
shall not exceed the maximum amount allowable under this subsec-
tion for such travel originating within the geographic area of the
office having jurisdiction over such proceeding.”.

(d) EFrecTIVE DATE.—The amendments made by this section
shall apply with respect to determinations made on or after July 1,
1991, and to reimbursement for travel expenses incurred on or after
April 1, 1991.

SEC. 5107. APPLICABILITY OF ADMINISTRATIVE RES JUDICATA; RELATED
NOTICE REQUIREMENTS.

(a) IN GENERAL.—

(1) TrrLE 11.—Section 205(b) (42 U.S.C. 405(b) is amended by
adding at the end the following new paragraph:

“U9NA) A failure to timely request review of an initial adverse
determination with respect to an application for any benefit
under this title or an adverse determination on reconsideration
of such an initial determination shall not serve as a basis for
denial of a subsequent application for any benefit under this
title if the applicant demonstrates that the applicant, or any
other individual referred to in paragraph (1), failed to so re-
quest such a review acting in good faith reliance upon incorrect,
incomplete, or misleading information, relating to the conse-
quences of reapplying for benefits in lieu of seeking review of an
adverse determination, provided by any officer or employee of
the Social Security Administration or any State agency acting
under section 221.

“(B) In any notice of an adverse determination with respect to
which a review may be requested under paragraph (1), the Sec-
retary shall describe in clear and specific language the effect on
possible entitlement to benefits under this title of choosing to re-
apply in lieu of requesting review of the determination.”.

(2) TitLE xvi—Section 1631(c)X1) (42 US.C. 1383(cX1) is
amended—

(A) by inserting ‘“(A)” after “(c)1)" and
(B) by adding at the end the following:

““BXi) A failure to timely request review of an initial adverse de-
termination with respect to an application for any payment under
this title or an adverse determination on reconsideration of such an
initial determination shall not serve as a basis for denial of a sub-
sequent application for any payment under this title if the applicant
demonstrates that the applicant, or any other individual referred to
in paragraph (1), failed to so request such a review acting in good
faith reliance upon incorrect, incomplete, or misleading informa-
tion, relating to the consequences of reapplying for payments in lieu
of seeking review of an adverse determination, provided by any offi-
cer or employee of the Social Security Administration or any State
agency acting under section 221.

“(ii) In any notice of an adverse determination with respect to
which a review may be requested under paragraph (1), the Secretary
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shall describe in clear and specific language the effect on possible
eligibility to receive payments under this title of choosing to reapply
in lieu of requesting review of the determination.”.

(b) EFFECTIVE DATE.—The amendments made by this section shall
¢11p]11'19{'9 Iwith respect to adverse determinations made on or after July
SEC. 5108. DEMONSTRATION PROJECTS RELATING TO ACCOUNTABILITY

FOR TELEPHONE SERVICE CENTER COMMUNICATIONS.

(a) IN GENERAL.—The Secretary of Health and Human Services
shall develop and carry out demonstration projects designed to im-
plement the accountability procedures described in subsection (b) in
each of not fewer than 3 telephone service centers operated by the
Social Security Administration. Telephone service centers shall be
selected for implementation of the accountability procedures so as to
permit a thorough evaluation of such procedures as they would op-
erate in conjunction with the service technology most recently em-
ployed by the Soctal Security Administration. Each such demonstra-
tion project shall commence not later than 180 days after the date
of the enactment of this Act and shall remain in operation for not
less than 1 year and not more than 3 years.

(b) ACCOUNTABILITY PROCEDURES.—

(1) IN GENERAL.—During the period of each demonstration
project developed and carried out by the Secretary of Health
and Human Services with respect to a telephone service center
pursuant to subsection (a), the Secretary shall provide for the
application at such telephone service center of accountability
procedures consisting of the following:

(A) In any case in which a person communicates with the
Social Security Administration by telephone at such tele-
phone service center and provides in such communication
his or her name, address, and such other identifying infor-
mation as the Secretary determines necessary and appropri-
ate for purposes of this subparagraph, the Secretary must
thereafter promptly provide such person a written receipt
which sets forth—

(i) the name of any individual representing the
Social Security Administration with whom such person
has spoken in such communication,

(ii) the date of the communication;

(iii) a description of the nature of the communica-
tion,

(iv) any action that an individual representing the
Social Security Administration has indicated in the
communication will be taken in response to the com-
munication, and

(v) a description of the information or advice offered
in the communication by an individual representing
the Social Security Administration.

(B) Such person must be notified during the communica-
tion by an individual representing the Social Security Ad-
ministration that, if adequate identifying information is
provided to the Administration, a receipt described in sub-
paragraph (A) will be provided to such person.
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(C) A copy of any receipt required to be provided to any
person under subparagraph (A) must be—
(i) included in the file maintained by the Social Se-
curity Administration relating to such person, or
(ii) if there is no such file, otherwise retained by the
Social Security Administration in retrievable form
until the end of the 5-year period following the termi-
nation of the project.

(2) EXCLUSION OF CERTAIN ROUTINE TELEPHONE COMMUNICA-
110NS.—The Secretary may exclude from demonstration projects
carried out pursuant to this section routine telephone communi-
cations which do not relate to potential or current eligibility or
entitlement to benefits.

(¢c) REPORT.—

(1) In ceNERaL.—The Secretary of Health and Human Serv-
ices shall submit to the Committee on Ways and Means of the
House of Representatives and the Committee on Finance of the
Senate a written report on the progress of the demonstration
projects conducted pursuant to this section, together with any
related data and materials which the Secretary may consider
appropriate. The report shall be submitted not later than 90
days after the termination of the project.

(2) SPECIFIC MATTERS TO BE INCLUDED.—The report required
under paragraph (1) shall—

(A) assess the costs and benefits of the accountability pro-
cedures,

(B) identify any major difficulties encountered in imple-
menting the demonstration project, and

(C) assess the feasibility of implementing the accountabil-
ity procedures on a national basis.

SEC. 5109. NOTICE REQUIREMENTS.
(a) REQUIREMENTS.—
(1) TirLE 11.—Section 205 (42 U.S.C. 405) is amended by in-
serting after subsection (r) the following new subsection:

“NOTICE REQUIREMENTS

“s) The Secretary shall take such actions as are necessary to
ensure that any notice to one or more individuals issued pursuant to
this title by the Secretary or by a State agency—

“(1) is written in simple and clear language, and
“(2) includes the address and telephone number of the local
office of the Social Security Administration which serves the re-
cipient.
In the case of any such notice which is not generated by a local serv-
icing office, the requirements of paragraph (2) shall be treated as
satisfied if such notice includes the address of the local office of the
Social Security Administration which services the recipient of the
noti%e ar’z,d a telephone number through which such office can be
reached.”.
(2) TitLe xvi—Section 1631 (42 U.S.C. 1383) is amended by
adding at the end the following:
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“NOTICE REQUIREMENTS

“(n) The Secretary shall take such actions as are necessary to
ensure that any notice to one or more individuals issued pursuant to
this title by the Secretary or by a State agency—

“C1) is written in simple and clear language, and
“(2) includes the address and telephone number of the local
office of the Social Security Administration which serves the re-
cipient.
In the case of any such notice which is not generated by a local serv-
icing office, the requirements of paragraph (2) shall be treated as
satisfied if such notice includes the address of the local office of the
Social Security Administration which services the recipient of the
notice and a telephone number through wnich such office can be
reached.”.

(b) EFFECTIVE DATE.—The amendments made by this section shall

apply with respect to notices issued on or after July 1, 1991.

SEC. 5110. T%g;HONE ACCESS TO THE SOCIAL SECURITY ADMINISTRA-

(a) REQUIRED MINiMUuM LEVEL oF AcceSs 10 LocaL OFFICES.—In
addition to such other access by telephone to offices of the Social
Security Administration as the Secretary of Health and Human
Services may consider appropriate, the Secretary shall maintain
access by telephone to local offices of the Social Security Adminis-
é%tgion at the level of access generally available as of September 30,

(b) TELEPHONE LISTINGS.—The Secretary shall make such requests
of local telephone utilities in the United States as are necessary to
ensure that the listings subsequently maintained and published by
such utilities for each locality include the address and telephone
number for each local office of the Social Security Administration
to which direct telephone access is maintained under subsection (a)
in such locality. Such listing may also include information concern-
ing the availability of a toll-free number which may be called for
general information.

(c) REPORT BY SECRETARY.—Not later than January 1, 1993, the
Secretary shall submit to the Committee on Ways and Means of the
House of Representatives and the Committee on Finance of the
Senate a report which—

(1) assesses the impact of the requirements established by this
section on the Social Security Administration’s allocation of re-
sources, ‘workload levels, and service to the public, and

(2) presents a plan for using new, innovative technologies to
enhance access to the Social Security Administration, including
access to local offices.

(d) GAO ReporT.—The Comptroller General of the United States
shall review the level of telephone access by the public to the local
offices of the Social Security Administration. The Comptroller Gen-
eral shall file an interim report with the Committee on Ways and
Means of the House of Representatives and the Committee on Fi-
nance of the Senate describing such level of telephone access not
later than 120 days after the date of the enactment of this Act and
shall file a final report with such Committees describing such level
of access not later than 210 days after such date.
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(e) EFFecTIVE DATE.—The Secretary of Health and Human Serv-
ices shall meet the requirements of subsections (a) and (b) as soon as
possible after the date of the enactment of this Act but not later 180
days after such date.

SEC. 5111. AMEN#%ENTS RELATING TO SOCIAL SECURITY ACCOUNT STATE-
ME, 3

(@) IN GENERAL.—Section 1142 (42 U.S.C. 1320b-13), as added by
section 10308 of the Omnibus Budget Reconciliation Act of 1989
(103 Stat. 2485), is amended—

(1) by striking “SEc. 1142.” and inserting “SEc. 1143.”; and

(2) in subsection (cX2), by striking “ a biennial” and inserting
“an annual”.

(b) DISCLOSURE OF ADDRESS INFORMATION BY INTERNAL REVENUE
SERVICE TO SOCIAL SECURITY ADMINISTRATION.—

(1) In GENERAL.—Section 6103(m) of the Internal Revenue
Code of 1986 (relating to disclosure of taxpayer identity infor-
mation) is amended by adding at the end the following new
paragraph:

“47) SOCIAL SECURITY ACCOUNT STATEMENT FURNISHED BY SOCIAL
SECURITY ADMINISTRATION.—Upon written request by the Commis-
sioner of Social Security, the Secretary may disclose the mailing ad-
dress of any taxpayer who is entitled to receive a social security ac-
count statement pursuant to section 1143(c) of the Social Security
Act, for use only by officers, employees or agents of the Social Secu-
rity Administration for purposes of mailing such statement to such
taxpayer.”.

(2) SAFEGUARDS.—Section 6103(p)X4) of such Code (relating to
safeguards) is amended, in the matter following subparagraph
(Pliti), by striking ‘“subsection (m)2), (4), or (6)” and inserting
“paragraph (2), (4), (6), or (7) of subsection (m)”.

(3) UNnavuTtHORIZED DiscLoSURE PENALTIES.—Paragraph (2) of
section 7213(a) of such Code (relating to unauthorized disclosure
of returns and return information) is amended by striking
“mX2), (4), or (6)” and inserting ‘“(mX2), (4), (6), or (7)".

SEC. 5112. TRIAL WORK PERIOD DURING ROLLING FIVE-YEAR PERIOD FOR
ALL DISABLED BENEFICIARIES.

(a) IN GENERAL.—Section 222(c) (42 U.S.C. 422(c) is amended—

(1) in paragraph (4j)(A), by striking * beginning on or after
the first day of such period,” and inserting “ in any period of
60 consecutive months,”’; and

(2) by striking paragraph (5).

(b) EFFECTIVE DATE.—The amendments made by subsection (a)
shall take effect on January 1, 1992.

SEC. 5113. CONTINUATION OF BENEFITS ON ACCOUNT OF PARTICIPATION IN
A NON-STATE VOCATIONAL REHABILITATION PROGRAM.

(@) IN GENERAL.—Section 225(b) (42 U.S.C. 425()) is amended—

(1) by striking paragraph (1) and inserting the following new
paragraph:

) “(D such individual is participating in a program of voca-
twgal rehabilitation services approved by the Secretary, and’;
an

(2) in paragraph (2), by striking “Commissioner of Social Se-
curity” and inserting “Secretary”’
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(b) PAYMENTS AND PROCEDURES.—Section 1631(ak6) (42 U.S.C.
1383(aX6)) is amended—

(1) by striking subparagraph (A) and inserting the following
new subparagraph:

“A) such individual is participating in a program of voca-
tiogal rehabilitation services approved by the Secretary, and”:
an

(2) in subparagraph (B), by striking “Commissioner of Social
Security” and inserting “Secretary”.

(c) EFFECTIVE DATE.—The amendments made by this section shall
be effective with respect to benefits payable for months after the
eleventh month following the month in which this Act is enacted
and shall apply only with respect to individuals whose blindness or
disability has or may have ceased after such eleventh month.

SEC. 5114. LI%;T#TQION ON NEW ENTITLEMENT TO SPECIAL AGE-72 PAY-

(@) IN GENERAL.—Section 228(a)2) (42 U.S.C. 428(a)(?)) is amended
by striking “(B)” and inserting ‘“(B)i) attained such age after 1967
and before 1972, and (i1)”.

(b) EFrFecTIVE DATE.—The amendment made by subsection (a)
shall apply with respect to benefits payable on the basis of applica-
tions filed after the date of the enactment of this Act.

SEC. 5115. ELIMINATION OF ADVANCED CREDITING TO THE TRUST FUNDS
OF SOCIAL SECURITY PAYROLL TAXES.

(@) IN GENERAL.—Section 201(a) (42 U.S.C. 401(a) is amended—

(1) in the first sentence following clause (4)—

(A) by striking “monthly on the first day of each calen-
dar month” both places it appears and inserting ‘“‘from
time to time’’:

(B) by striking ‘“‘to be paid to or deposited into the Treas-
ury during such month” and inserting “paid to or deposit-
ed into the Treasury’; and

(2) in the last sentence, by striking ‘“‘Fund;” and inserting
“Fund. Notwithstanding the preceding sentence, in any case in
which the Secretary of the Treasury determines that the assets
of either such Trust Fund would otherwise be inadequate to
meet such Fund’s obligations for any month, the Secretary of
the Treasury shall transfer to such Trust Fund on the first day
of such month the amount which would have been transferred
to csluch Fund under this section as in effect on October 1, 1990;
and”.

(¢c) EFFECTIVE DATE.—The amendments made by this section shall
become effective on the first day of the month following the month
in which this Act is enacted.

SEC. 5116. ELIMINATION OF ELIGIBILITY FOR RETROACTIVE BENEFITS FOR
CERTAIN INDIVIDUALS ELIGIBLE FOR REDUCED BENEFITS.
d(a) IN GENERAL.—Section 202(G)4) (42 U.S.C. 402(G)4)) is amend-
ead—

(1) in subparagraph (A), by striking “if the effect” and all
that follows and inserting “if the amount of the monthly bene-
fit to which such individual would otherwise be entitled for
any such month would be subject to reduction pursuant to sub-
section (q).”; and
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(2) in subparagraph (B), by striking clauses (i) and (iv) and by
redesignating clauses (ii), (iii), and (v) as clauses (i), (it), and
(iit), respectively.

(b) EFFECTIVE DATE.—The amendments made by this section shall
apply with respect to applications for benefits filed on or after Janu-
ary 1, 1991.

SEC. 5117. CONSOLIDATION OF OLD METHODS OF COMPUTING PRIMARY IN.
SURANCE AMOUNTS.

(a) CONSOLIDATION OF COMPUTATION METHODS.—

(1) IN GENERAL.—Section 215(a)3) (42 US.C. 415(aX5) is
amended—

(A) by striking “For purposes of’ and inserting ‘“(A) Sub-
Ject to subparagraphs (B), (C), (D) and (E), for purposes of”:

(B) by striking the last sentence; and

(C) by adding at the end the following new subpara-
graphs:

“(BXi) Subject to clauses (ii), (iit), and (iv), and notwithstanding
any other provision of law, the primary insurance amount of any in-
dividual described in subparagraph (C) shall be, in lieu of the pri-
mary insurance amount as computed pursuant to any of the provi-
sions referred to in subparagraph (D), the primary insurance
amount computed under subsection (a) of section 215 as in effect in
December 1978, without regard to subsection (b)4) and (c¢) of such
section as so in effect.

“tit) The computation of a primary insurance amount under this
subparagraph shall be subject to section 104(G)(2) of the Social Secu-
rity Amendments of 1972 (relating to the number of elapsed years
under section 215(b)).

“tiit) In computing a primary insurance amount under this sub-
paragraph, the dollar amount specified in paragraph (3) of section
215(a) (as in effect in December 1978) shall be increased to $11.50.

“Gv) In the case of an individual to whom section 215(d) applies,
the ;)rimary insurance amount of such individual shall be the great-
er of—

“d) the primary insurance amount computed under the pre-
ceding clauses of this subparagraph, or

“dl) the primary insurance amount computed under section
215(d).

“lC) An individual is described in this subparagraph if—

“(t) paragraph (1) does not apply to such individual by reason
of such individual’s eligibility for an old-age or disability in-
surance benefit, or the individual’s death, prio