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REPORT
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The Committee on Finance, to which was referred the bill (S. 143)
to strengthen the capability of the Government to detect, prosecute,
and punish fraudulent activities under the medicare and medicaid
programs, and for other purposes, having considered the same, reports
favorably thereon with amendment and recommends that the bill as
mmendedy do pass.

I. SuMMARY oF THE BIiLL

As reported, the provisions of S. 143, the Medicare-Medicaid Anti-
Fraud and Abuse Amendments of 1977, are focused on six major areas:
Strengthened program penalty sanctions, increased disclosure of in-
formation, needed improvements in the professional standards review
program, administrative reform, and other medicaid and medicare
amendments. The summary presented below briefly outlines the princi-
pal features of the bill as reported.

Program Penalty Sanctions

1. The bill modifies the penalty provisions in existing law which
relate to those persons providing services under medicare and medic-
ald. Most fraudulent acts now classified as misdemeanors are to become
felonies. Penalties are to be increased to a maximum $25,000 fine, up
to five years imprisonment, or both. The types of financial arrange-
ments and conduct to be classified as illegal have been clarified. In
addition, States will now be permitted to suspend the eligibility of
medicaid recipients convicted of defrauding tR: program. However,

(1)
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the misdemeanor penalty presently provided under existing law for
conviction of suc indlviguals is retained, as is the misdemeanor
penalty for the conviction of a beneficiary under the medicare pro-
gram. The bill also requires the Health, Education. and Welfare In-
spector General to include in his annual report an evaluation of the
effort of the Department of Justice in the investigation and prosecu-
tion of fraud in the medicare and medicaid programs and his recom-
mendations for improvement of that effort. (Section 4) ]

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

Disclosure of Information

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

(b) Furthermore, the bill modifies existing medicare and medicaid
provisions relating to termination of medicare provider agreements
or suspension of medicaid payments to health care entities by adding
a requirement that a provider must comply with a request specifically
addressed to it by the Secretary or the medicaid State agency for full
and complete information as to any significant business transactions
between it and any subcontractors or between it and wholly-owned
suppliers. Finally, in the case of subcontractors having more than
$25.000 in annual business transactions with a provider, compliance
would be required with similar requests related to ownership informa-
tion pertaining to the subcontractor. (Section 3)

2. The bill requires all institutional providers of services, or other
agencies. institutions, or organizations, as a condition of participation
or certification in medicare, medicaid or the social services programs
under Title XX of the Social Security Act to disclose, in the applica-
tion for participation or certification, the names of owners, officers.
directors, agents, or managing emplovees who have been convicted
of fraud against the medicare. medicaid. or State social service grant
programs. Where an application contains the name of any such pre-
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viously convicted individual, the Secretary or the State aﬁ:ncy can
refuse to enter into an agreement or refuse to contract with the ap-
plicant. The Inspector General of the Department of, Health, Edu-
cation. and Welfare must be informed of the receipt of any such ap-
plications and of any action taken on them. (Section 8)

3. The bill authorizes the Comptroller General of the United States
to sign and issue subpenas in order to obtain necessary information
and facilitate review of Social Security Act health programs. The
(Comptroller General will also be authorized, upon resistance or re-
fusal by an individual to obey a subpena, to request a court order
requiring compliance with the subpena. (Section 6) .

4. The bill requires any provider of services participating in medi-
care to promptly notify the Secretary of its employment of an in-
dividual who, at any time during the preceding year, was employed
in & managerial, accounting, auditing, or similar capacity by a medi-
care ﬁs;al intermediary or carrier that services the provider. (Sec-
tion 15 ) S »

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

6. The Dbill authorizes prosecution of civil fraud cases under the
Social Security Act health care programs by the Inspector-General
of HEW where U.S. attorneys have not initiated proceedings within
six months of formal referral of a case. (Section 23) i

Professional Standards Review

The bill includes several provisions designed to clarify the nature
and scope of PSRO review responsibilities, to enhance the capacity
of PSRO’s to perform reviews of the necessity and appropriateness of
services more effectively, and to improve the administration and
coordination of review activities so as to assure that program funds
are properly expended. Thus, the bill provides:

1) for the termination of other duplicative review activities
when the Secretary determines that a PSRO is competent to
perform its review responsibilities; that the determinations of
PSRO’s so recognized by the Secretary with respect to the neces-
sity and appropriateness of care are conclusive for purposes of
program payment; and that the role of the State in the proeess of
establishing and evaluating PSRO review of services provided
through the medicaid program will be increased and made more
specific (Section 5(a) and 5(d)) ; .

(2) for the establishment of demonstration projects for the
purpose of evaluating the effectiveness of PSRO reviews com-
pared to alternative State review methods. The bill authorizes the
establishment of such projects in States which had operatin
onsite State evaluation systems in place on August 5, 1977, ang
which make application to the Secretary prior to April 1, 1978.
The purpose of the projects will be to evaluate the effectiveness,
both in terms of the quality and appropriateness of medical care
as well as the impact on State budgets, of PSRO hospital review
compared to alternative State hospital review systems. Demon-
stration projects would be conducted in PSRO areas which are
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representative of a State’s medicaid population and comprise a
significant proportion of medicaid patient days (Section 24) ;

(3) that a PSRO may be conditionally designated for a period
not to exceed 48 months (with authority for the Secretary to ex-
tend the period for an additional 24 months where warranted by
unusual circumstances) ; and that PSRO’s must assume review
rpsp%?iibilities for institutional services during this period (Sec-
tion 3
. (4) that the Secretary shall require a PSRO, where he finds
it is capable of undertaking ambulatory care review, to undertake
such review no later than 2 years after it becomes fuliy operational
(but not during such organization's conditional phase), and to

ve priority to m%:e;ts by PSRQO’s to review services in “shared
health facilities” g ion5(c));

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

(6) for the disclosure of information with res¥ect to evidence
of fraud to designated Federal and State law enforcement agen-
cles (with a prohibition against access to PSRO records in the
case of subpena or discovery proceedings in a civil action), and
for the disclosure of aggregate statistical data to Federal and
State health planni n.%ancies (Section 5(h) ) ;

(7) for the annual submission to the Congress by the Secretary
of a comprehensive report on the administration, cost, and impact
of the PSRO program (Section 5(k)) ;

(8) for the modification of current law provisions pertaining
to payment for institutional services after a PSRO g:s deter-
mined that such services are no longer required. The current
three day grace Reriod would be reduced to one, with the PSRO
permitted to authorize up to 2 additional days on a case-by-case
exception basis where the facts in the case indicate that the addi-
tional time is needed to arrange for the necessary postdischarge
care (Section 22) ;

(9) to amend the Internal Revenue Code to specifically include
PSR()’s as organizations eligible for section 501(c) (3) tax status
(Section 27) ; and

(10) for several clarifying administrative and technical changes
designed to enhance a PSRO’s operational capacity (Section 5).

Administrative Reform

1. The bill requires the Secretary to establish for each of the dif-
ferent types of health services institutions a uniform system for the
reporting of such items as cost of operation, volume of services, rates,
capital assets and bill data. This reporting system would be mandated
for use by medicare and medicaid providers and such use would be
phased in by type of provider. (Section 19)

2. The bill repeals the program review team provisions of present
law. The functions formerly performed by such teams with respect
to the quality and utilization of services will be performed by Pro-
fessional Standards Review Organizations. (Section 13) ‘

3. The bill would encourage each State to establish an office separate
from the medicaid program agency to prepare and prosecute cases of
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sus fraud and abuse in the program by providing for 100 percent
Federal matching funds in fiscal year 1978, 90 percent in fiscal year
1979 and 75 percent in fiscal year 1980 for expenditures to establish and
operate State medicaid fmug control units. The bill also authorizes the
Secretary to arrange for demonstration projects designed to develop
improved programs for detection, investigation, and prosecution of
fraud and abuse. (Section 17) o . o

4. The bill requires States to make provision in their State medicaid
plan for claims payment procedures which ensure that 95 percent of the
bills submitted %y eligible noninstitutionally-based providers will be
reimbursed within 80 days, and 99 percent within 90 days. The State
would not be cited for noncompliance if the Secretary found the State
was acting in good faith to achieve this goal. (Section 2)

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

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

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

8. The bill requires that as a condition for participation in the
medicaid and medicare programs, a skilled nursing or intermediate
care facility must establish and maintain a system to assure the proger
accounting of personal patient funds. The system must provide for
separate and discrete accounting for each patient with a complete ac-
counting of income and expenditures so as to preclude the intermin-
gling of other funds with patient funds. (Section 21)

Other Medicaid and Medicare Amendments

1. The bill modifies the requirements of current medicaid law con-
cerning review of care delivered in institutional facilities. The section
waives application of the penalties for noncompliance for calendar
quarters ending prior to January 1, 1978. For subsequent calendar
quarters, the required reductions in Federal matching would be im-
posed only in proportion to the number of patients whose care was not
reviewed compared to the total patient population subject to review.

The bill further specifies procedural requirements for the Secre-
tary to carry out the required validation requirements in a more
timelv fashion. (Section 20

2. The bill modifies the recigirements pertaining to the composition
of medical review teams in skilled nursing facilities so as to conform
them with those requirements applicable to intermediate care facility
review, (Section 20)

3. The bill would permit spouses of medicare beneficiaries aged 60-64
as well as certain other persons in that age group to buy into medi-
care at a premium rate equal to the cost of their protection. In order
for such persons to be eligible to enroll for hospital insurance the
must be enrolled for supplementary medical insurance. (Section 26

4. The bill would authorize, under certain circumstances, reimburse-
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ment to a Veterans’ Administration hospital for care provided to a
nonveteran medicare beneficiary. (Section 25) *

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

Technician Revision

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

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

3. The bill increases individua SX&te's incentives to adopt a com-
puterized medicaid claims processing and information retrieval sys-
tem by modifying one current requirement for higher Federal match-
ing funds for the development and o(feration of this system. The bill
would require such systems to provide explanation of benefits infor-
mation to only a sample glmup of medicaid recigients rather than to
each recipient as is currently required. (Section 10)

4. The bill would preclude Federal matching of State medicaid ex-

ditures that result from State laws or contracts which exclude or
imit insurance benefits because an individual is eligible for medicaid.
(Section 11)
II. GENERAL ExXPLANATION OF THE BrILL

Prohibition Against Assignment by Physicians and Others of Claims
for Services; Claims Payment Procedures for Medicaid Program
(Section 2)

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

ures.

In 1972, the Congress took action to stop a practice under which
some physicians and other persons providing services under medicare
and medicaid reassigned their medicare and medicaid receivables to
other organizations or groups. Under the conditions of these reassign-
ments, the organizations or groups purchased the receivables for a
percentage of their face value. submitted claims and received payments
in their name. By 1972, it had become apparent that such reassign-
ments were a significant source of incorrect and inflated claims for
services paid by medicare and medicaid. In addition, cases of fraudu-
lent billings bv collection agencies and substantial overpayments to
these so-called “factoring” agencies were also found.
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‘concluded that such arrangements were not in the best
interest of the government or the beneficiaries served by the medicare
and medicaid programs. The Social Security Amendments of 1972,
Public Law 92-603, therefore, included a prohibition against the pay-
ment for covered services to any one other than the i)atxont, his physi-
cian, or other person who provided the service, unless the physician
or other person is required as a condition of his employment to turn
his fees over to his employer, or unless the physician or other person
has an arrangement with a facility under which the facility bills
for such services. . o

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

e committee bill would modify existing law to preclude the use of
a power of attorney as a device for reassignments of henefits under
medicare and medicaid, other than an assignment to a governmental
entity or establishment, or an assignment established by or pursuant to
the order of a court of competent jurisdiction. The bill also provides
for similar prohibitions wit?x respect to billings for care provided by
institutions under medicare and medicaid. However, it would not pre-
clude the agent of a physician or other person furnishing services from
collecting any medicare or medicaid payment on behalf of a physician,
providef the agency does so pursuant to an agreement under which the
compensation paid the agency for his services or for the billings or col-
lections of payments is unrelated ( direct}g7 or indirectly) to the dollar
amount of the billings or anments, and is not dependent upon the
actual collection of any such payments. Thus, the use of billing agents
by doctors and others, when the agents are paid on a basis related to the
cost of doing business and not dollar amounts billed or collected, would
not be precluded. The bill would not impose any limitations on the use
of billing or collection agencies for payments owed by anyone other
than the medicare or medicaid programs. Nor is it the committee’s
intention that this provision preclude the legitimate transfer of ac-
counts receivable from these programs by an individual or an institu-
tion upon the “sale” of the individual’s practice (for example upon
retirement) or as part of the sale of all the assets of an institution.
. The committee has received testimony indicating that undue delay
in medicaid claims payments contributes to the rise of factoring ar-
rangements as well as discourages physicians from participating in
the program. The committee wishes to assure that the ban on factoring
arrangements will not impose an undue hardship on medicaid prac-
titioners. The bill therefore requires State medicaid plans to provide
for claims payment procedures which ensure that 95 percent of
clean claims (i.e. those not requiring further substantiation) of
claims for services furnished by health care practitioners through
individual or group practices or through shared health facilities are
paid within 30 days of receipt; 99 percent of such claims must be paid
within 90 days of receipt. State plans must further provide for proce-
dures for prepayment and postpayment claims review. The bill per-
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mits the Secretary of Health, Education, and Welfare to waive this
State plan requirement if he finds that a State has exercised good faith
In trying to ensure timeliness and accuracy in it claims payment op-
eration. Among other things the Secretary should take into account
in making a waiver determinstion is whether the State has received an
unusually high volume of claims which are not clean claims (i.e..
claims for which no further written information or substantiation is
re%xtl‘md from the provider).

_ The amendments made by this section clarifying the ban on factor-
ing arrangements shall apply with respect to care and services fur-
nished on or after the day of enactment. The amendment pertaining
to medicaid claims processing shall apply to calendar quarters begin-
ning after June 80, 1978.

Disclosure of Provider Ownership and Financial [Information
(Section 3)

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

Current law and program policies already require the provision of
certain ownership and financial information pertaining to entities
providing services under medicare and medicaid. For example, an
agreement with a provider of services under medicare may be termi-
nated if the provider fails to furnish information necessary to vali-
date the amount of payment claimed. In a different context, present
law requires, as a medicare and medicaid condition of participation, a
skilled nursing facility to disclose to the Secretary or appropriate
State cy, and keep current, the name of anyone having significant
ownership interest in the facility. Intermediate care facilities under
medicaid are also required to disclose information on significant own-
ership interests,

The committee believes, however, that the information required un-
der current law is often insufficient to facilitate the detection of fraud-
ulent practices. Information now required does not provide adequate
documentation on persons with significant ownership interests in more
than one facility or other entity participating in medicare, medicaid,
or the maternal and child health program or providin% health-related
services under title XX. Information is not specifically required to
identify persons with significant ownership interests in related com-
panies that supply goods and services to providers or other participat-
ing entities. Authority to obtain information on financial transactions
with related suppliers or with subcontractors is not clearly defined in
law.

To remedy these problems, the bill would require disclosure of speci-
fied ownership information to the Secretary or the appropriate State
agency, as s condition of an entity’s participation, certification, or
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recertification under medicare, medicaid, the maternal and child health
program, or title XX. Entities required to disclose would be defined
as: Medicare providers of services (as defined in section 1861(u),
which includes hospitals, skilled nursing facilities, and home health
agencies), independent clinical laboratories, renal disease facilities,
health maintenance o izations meeting the requirements for par-
ticipation in titles XVIII or XIX, and all entities (other than in-
dividual practitioners or groups of practitioners) that claim reim-
bursement for services provided under medicaid, the maternal and
child health program, and, in the case of health-related entities, the
social services program under title XX. In addition, the bill would
require medicare intermediaries and carriers and medicaid fiscal agents
to disclose specified ownership information as a condition of contract
or agreement apgroval or renewal under titles XVIII and XIX.

The bill specifies that disclosing entities must squly full and com-
plete information as to the identity of each person who:

(1) has a direct or indirect ownership interest of 5 percent or
more in the entity.
(2) owns (in whole or part) a 5-percent interest in any mort-
secured by the entity,
53) is an officer or director of the entity, if it is organized as
a corporation, and
(4) is a partner in the entity, if it is organized as a partnership.

Where disclosing entities providing services under medicare or
medicaid own 5 percent or more of a subcontractor, similar owner-
ghip information would be required to be disclosed about the
subcontractor.

In addition, the bill would require, to the extent feasible, that infor-
mation about a person’s ownership disclosed by an entity must also
include information with respect to ownership interest of that person
in any other entity which is required to comply with disclosure require-
ments under the bill.

The bill would also modify the existing provisions of title X VIII
and XIX which relate to termination of medicare provider agreements
or suspension of medicaid payments to health care entities (other than
individual practitioners and groups of individual practitioners) by
adding two additional requirements. The bill would require a provider
entity to comply with specific requests addressed to it by the Secretary
or the State medicaid agency for full and complete information on:
(1) the ownership of any subcontractor (as defined in regulations)
with whom the provider has annual business transactions of more than
$25,000, and (2) any significant business transactions (as defined in
regulations) between it and any subcontractor or between it and any
wholly owned supplier.

In developing regulations to define subcontractors and suppliers,
the committee intends that a distinction be made between agencies and
organizations from which a provider only purchases goods and services
to assist in meeting its obligations to patients and those agencies and
organizations to which a provider has actually delegated some of the
duties and obligations it has directly to its patients. Although the
facts and circumstances of individual situations may differ., it is con-
templated under such a delineation that the relationship between a
hospital and & commercial laundry would be considered to be that of
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s provider and .its supplier, but that the relationship between a hos-
pital and:a ment comrany with which it has contracted to
administer either all or part of the day-to-day operations of the insti-
tution or the relationship between a hospital and an independent radi-
ological service would be that of a provider and a subcontractor.

e bill specifies that the Secretary is to determine by regulation
the meaning of the phrase “directly or indirectly” with respect to per-
sons having ownership interests in disolosing entities. In directing
him to do this, the committee is acutely aware of the difficulties
involved in developing this definition, particularly when the phrase
“persons with ownership interests” is interpreted to mean a corpora-
tion. Institutional providers of health care often are owned by cor-
porate entities which in turn are owned by other corporations. In order
to compile accurate information on persons with ownership interests
in disclosing entities, the committee believes it is also necessary to
obtain information on persons with ownership interests in these other
corporations. The information to be dnscloeus under the bill must go
beyond the listing of corporate identities unless that corporation is
already subject to ownership disclosure under the statutes admin-
istered by the Securities and Exchange Commission or other Federal
regulatory agencies. It is intended, at the minimum, to identify those
persons with ownership interests of 5 percent or more in a non-
publicly held corporation that owns a disclosing entity. In addition.
the Secretary may determine that it is necessary to require disclosure
of persons with ownership interests in nonpublicly held corporations
beyond the first devel of corporate ownersgip where the concept of
“pyramiding” of corporate structures appears to be present.

The committee views the disclosure requirements imposed by the
bill to be of critical importance in the process of detecting and deter-
ring fraudulent and abusive practices within the medicare, medicaid.
the maternal and child health and the social services programs. The
committee does not intend, however, for these requirements to be un-
duly burdensome on providers and other entities to which they apply.
The visions were designed to be incorporated into the ongoing
certification or contractual process. It is, therefore, expected that their
implemertation and administration will be accomplished in such a way
as to prechide unnecessary additional administrative burdens on those
cogﬁ ying with them.

The amendments lg)ertaining to ownership disclosure would apply
with respect to certifications and recertifications made (and participa-
tion in the gsrco ms pursuant to certifications and recertifications
made) and fiséal intermediary agreements or contracts entered into
or renewed on and after the date of enactment. The remaining amend-
ments would take efect on the date of enactment except for the ‘pro-
vision requiring disclosure of information on subcontractors and sig-
nificant business transactions under medicaid which would become
effective January 1, 1978.

Penalties for Defrauding Medicare and Medicaid (Section §)

‘The committee bill would strengthen and clarify the penalty provi-
sions in existing law which relate to persons providi serviceyé Il)mder
medicare and medicaid. The bill would also add a li'_lv for medicare
providers, physicians, and other suppliers of services who have agreed




11

to accept an “assignment of benefits” under part B of the nediqare
program but 'reﬁea.udly charge: patients in excess of the “reasonable
charge”. The bill further requires the Inspector General to include an
evaluation of the performance of the Attorney General in the inyesti-
gations of criminal violations relating to medicare and medicaid in
his annual report. o . R

Existing law provides specific penaltics under the medicare and
medicaid programs for certain practices that have long been regarded
by professional organizations as unethical, which are unlawful in some
jurisdictions, and which contribute significantly to the cost of the pro-
grams. Such practices as the submission of false claims, or the solicit-
ing, offering, or accentance of kickbacks or bribes, including rebates or
a portion of fees or charges for patient referrals, are misdemeanors
under present law and punishable by a maximum $10,000 fine, up to
1 year imprisonment, or both. In addition, the making of false state-
ments with respect to material facts concerning the conditions of
health care facilities in order to qualify for certification under medi-
care and medicaid is considered a misdemeanor and cﬁunishabh by a
maximum $2,000 fine, up to 6 months in prison, or both.

Recent hearings and reports, however, indicate that such penalties
have not proved adequate deterrents against illegul (})ractices by some
individuals who provide services under medicare and medicaid. In ad-
dition, these misdemeanor penalties appear inconsistent with existing
Federal criminal code sanctions which make similar actions punishable
as felonies. Also, it has been b ht to the attention of the committee
by U.S. attorneys’ offices which have utilized these Social Security
Act sanctions in the prosecution of medicare and medicaid fraud cases
that the existing language of these penalty statutes is unclear and
needs clarification.

The bill would strengthen the penalty provisions in existing law
which relate to persons providing services under medicare and medi-
caid. Most fraudulent acts now classified as misdemeanors would
become felonies. Penalties for these acts would be increased to a max-
imum $25,000 fine, up to 5 years imprisonment or both.

. In addition, the bill would clarify and restructure those provisions
In existing law which define the types of financial arrangements and
conduct to be classified as i | under medicare and medicaid.

It would make subjeet to the penalty provisions any person who
solicits or receives any remuneration (1) in return for referring an
individual to & person for the furnishing, or arranging for the fur-
nlshxl{:f of items or services; or (2) in return for purchasing, leasing,
or ordering, or arranging for, or recommending the purchasing,
leasing, or ordering of goods, facilities, or services. Also, any person
who offers or pays any remuneration to any person to induce such
person to do similar activities would be ‘subject to the penalty
provisions.
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The bill would define the term “any remuneration” broadly to
encompass kickbacks, bribes, or rebates which may be made directly
or indirectly, overtly or covertly, in cash or in kind. The term would
exclude any amount paid by an employer to an emplogree for emroloy-
ment in the provision of covered items and services if snch employee
has a bona fide employment relationship with the employer. The
committee has specified that the employment relationship must be
bona fide to insure that other arrangements involving the payment
of a salary or related benefits will not be excluded from the definition
of “any remuneration”.

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

In addition, the committee bill would allow States to suspend, for
a period not to exceed 1 year, the eligibility of medicaid recipient-
convicted of defrauding the program. However. the misdemeanor
penalty provision presently provided under existing law for convic-
tion of such individuals would be retained (maximum fine of $10,000.
up to 1 year imprisonment, or both) as would be the penalty for
conviction of a beneficiary under the medicare program.

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

The committee believes that stronger measures are needed to deter
physicians from violating their assignment agreements and that more
severe sanctions should be available for dealing with persistent offen-
ders. Therefore, the committee bill would make willful and repeated
assignment violations a misdemeanor, subject to a fine of not more
than $2,000 and/or a prison term of not more than 6 months.

In its consideration of this and related legislation bill, the committee
has focused considerable attention on the activities of the Department
of Justice to investigate and prosecute fraud in the medicare and
medicaid programs. The committee believes that the Department must
develop the resources to combat this complex type of criminal activity.
The Attorney General has made a commitment to strengthen depart-
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mental efforts in this area and intends to monitor those efforts quite
closely. The letter of the Attorney General to the Chairman of the
Health Subcommittee of the House Ways and Means Committee out-
lining departmental initiatives in this area follows:

OFFICE OF THE ATTORNEY GENERAL,
Washington, D.C., May 12, 1977.
Hon. DAN RoSTENROWSKI, '
Chairman, Subcommittee on Health, Oommittee on Ways and Means,
House of Representatives, Washington, D.C.

Dear Mgr. Caamyan: I am writing Ayou again with reference to the
proposal to include in H.R. 3 a mandate for the establishment of a
S8 and identifiable organizational unit within the Department’s
Criminal Division to carry out specified functions relating to investi-
gation and prosecution of criminal violations in the %ro ams of health
insurance and medical assistance provided under the Social Securit,
Act. As I indicated in my appearance before your subcommittee,
fully concur in the need for vigorous investigation and prosecutions
of fradulent activities in the medicare-medicaid program. I strongly
feel, however, that the aforementioned provision is unnecessary and
would set an undesirable precedent by dictating in law a particular
subordinate organization within the Criminal Division. .

In recognition of the importance of takingkeﬂ'ectwe action against
medicare-medicaid abuses, we are currently taking the following steps.

1. We have within the Fraud Section of the Criminal Division a
program fraud unit which coordinates Department efforts directed
against p m abuse and maintains regular liaison with program
agencies including HEW.

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

3. We are meeting on a regular basis with the Inspector General and
his staff of HEW in an attempt to develop strategies and enforcement
priorities within medicaid-medicare areas.

4. There is a separate program fraud unit within the Public Integ-
rity Section which focuses on situations involving corruption of gov-
ernment officials in the administration of programs.

5. We are attempting to identify significant cases in order to insure
that ample resources are devoted to their development and prosecution.

6. Many of the larger of the U.S. attorneys offices, including the
southern district of New York and Chicago, have established separate
program fraud units within the district to focus on these types of
offenses.

I have every intention of continuing emphasis in this area. I do
respectfully recommend, however, against placing in the law the re-

uirement of a specific organization entity for this purpose. I am afraid
that other congressional committees will feel that they must support
similar organizational requirements in law for their programs to
insure that such programs receive appropriate attention. A prolifera-
tion of special units would inevitably lead to confusion, lack of flexi-
bility and be self-defeating of the purposes intended.
Sincerely,

GrirFIN B. BeLL, Attorney General.
80-010—77—3



14

The committee bill modifies section 204(a) of Public Law 84505,
relating to the annual reports of the Health, Education, and Welfare
Inspector General, to require the Ins!)eci(or Genersl’s report to include
an’ evaluation of the performance of the Attorney General in the in-
vestigation and prosecuting of criminal violations relating to fraud
in the medicare and medicaid pro and include any recommenda-
tions with respect to improving the performance of such activities.

The penalty provisions of this section weuld apply with mt to
acts oceurring or statements or representations made on or after the
date of enactment.

Amendments Related to Meuional Standards Review Organisations
(Sectéion §) ,

Waiver of Other Review Reguirements (Section 5(a))

_The committee’s bill provides ¢that where the Secretary finds a
given Professional Standards Review Organization (PSRO) com-
petent to perform required review functions, similar activities other-
meemqrglt:ed by law would not apply, except to the extent specified by

e Secretary.

Under present law, the Secretary is authorized to waive any or all
of the review, certiﬁca.tion, or similar activities otherwise required
under the law where he finds, on the basis of substantial evidence of
the effective performance of review and control activities by PSRO .
that the activity or activities are no longer needed for the provision
'of adequate review and control. The pur of this provision was to
avoid duplication of review functions. éurrent law does not specifi-
cally state that the waiver authority is applicable to conditionally des-
ignated organizations, although the language has been interpreted

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

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

Modification of Regquirements for Conditionally Designated PSRO’s
(Secteon 6 (b))

The committee’s bill extends the time period for conditional des-
ignation of PSRO’s and clarifies the language of present law pertain-
ing.‘t:l. the duties and functions a PSRO must assume during this trial
pe&mnt law provides that each PSRO shall initially be designated
on a trial basis for a period not to exceed 2 years. By the end of the
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riod, the organization shall be. considered a Qualified orgenization
only iI the Secretary finds that it is substantislly oarrying out in a
satisfactory manner the functions required of a PSRO with respect to
institutional services in its area. Whea the legislation was ongoted, it
was anticipated that conditionally designated organizations would be
able to assume review responsibilities with respect to all institutional
services within a 2-year period. Implementatien of the program has
been slower than anticipated with the major focus to date on review of
inpatient hospital services. A number of .conditionally designated
organizations have or are approaching the end of their 2-year trial
period. While many are effectively performing reviews of services,
they are technically not el“i&ble for continuation of their cenditional
status or designation as qualified ozrﬁanizations. |

The bill modifies the conditi designation provision of present
law to provide for a conditional period not to exceed 48 months. The
Secretary would be authorized to extend this period for an additional
24 months if an organization has, for reasons beyond its control, been
unable to satisfactorily perform all of its required functions. The com-
mittee expects that this extension of the conditional period would be
suthorized only in unusual circumstanoes. '

The bill also clarifies the requirement of present law that PSRO’s
must assume responsibility for review 6f all 1nstitutional services (in-
cluding ancillary services) during the conditional period. Addition-
ally, the bill clarifies the requirement that PSRQ’s must be reviewing
long-term institutional care services (subject to the provisions of
section 5(d) which leave the responsibility for review of services in an
intermediate care facility where such a facility is not also a skilled
nursing facility with the State medicaid agency unless the Secretary
finds the State 18 not performing effective review).

The amendments made by :gjs subsection would be effective upon
enactment.

Review Regquirements (Section 5(c))

The committee’s bill requires the Secretary to give priority to PSRO
requests to review services provided in “shared health facilities”;
requires a PSRO to undertake ambulatory care review not later than
2 years after it has achieved og:rational status (but the Secretary may
not require a conditional PSRO to undertake such ambulatory care
review) ; and modifies the language in current law pertaining to phy-
sicians excluded from participation in review activities.

Under current law, a PSRO is required to review only care pro-
vided by or in institutions. It may request authority to review other
kinds of health services, and the Secretary may approve the request
at his option. To date, little emphasis has been given to the assumption
of review responsibility by PSRO’s for other kinds of health care
services.

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

(1) Two or more practitioners practice their professions at a
common physical location;
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(2) The practitioners share common space, services of support-
ing staff or equipment;

(3) The practitioners have a person (who may himself be a
pmtntionerg, paidon a pemnhﬁzgr other basis clearly unrelated
to the value of the services provided, who either is in charge of or
supervises substantial aspects of the operation or who makes avail-
able services of supporting staff who are not employees of such

- praetitioners; and |

(4) At least one of the practitioners receives from medicare,
medicaid, and maternal and child health fee-for-service payments
in excess of $5,000 for one month or $40,000 for 12 months.

The term “shared health facility” specifically excludes hospitals,
gkilled nursing facilities, home health cies, federally approved
health maintenance organizations, hospital cooperative shared services
organizations meeting the requirements of section 501(e) of the In-
ternal Revenue Code, or any public entities.

The definition of a “shared health facility” is designed to distin-
gnish those tyTes of ambulatory facilities (sometimes referred to as

‘Medicaid s”) which are characterized by a high volume of serv-
ices to medicaid patients (often of an excessive or unnecessary nature),
and the payment of a percentage of the medicare and medicaid billings
to the owner or manager of Lﬁ: facility, from legitimate group prac-
tice arrangements under which several practitioners render services
at a common location. Since a shared health facility could evade the
test of percentage arrangements, the Secretary has lesway to determine
whether the payments to the owner or manager, while technically not
a percentage of billings, are clearly unrelated to the value of the serv-
ices provided by such person to the facility. By requirinﬁ a facility
to meet all four criteria specified in the bill, it is expected that such
legitimate ammﬁemenw among practitioners would be excluded from
the definition. The committee expects, therefore, that the Department
will exercise judgment in applying this definition so as to assure that
legitimate group practice arrangements are not inappropriately
classified. |

Recent congressional hearings and reports have documented wide-
spread instances of fraud and abuse in certain Lt;,lypes of ambulatory
facilities which have come to be known as Medicaid Mills. The
definition of shared health facilities is designed to identify these spe-
cific types of a.mnﬁements in order to facilitate PSRO review of the
services furnished by such facilities. Committee wishes to emphasize
that a PSRO is not a fraud detection organization ; its role is to render
professional determinations as to the medical necessity and appro-
priateness of services. Thus, a PSRO will be ex d, where it chooses
to undertake review of services furnished by “shared health facilities,”
to review those services for the same purposes—to judge appropriate-
ness and quality—that it would review services provided in other
health care settin%s

Under current law, PSRO’s may request authority to review am-
bulatory care services, i.e., those provided in clinics or doctors’ offices,
however, to date, little emphasis has been given to this type of review.
The committee bill would require the Secretary to approve a request
by a PSRO (whether under conditional or operational status) to
undertake ambulatory review if the Secretary finds it capable of per-
forming this function. The bill further directs the Secretary, where he
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finds an operational PSRO (not a conditional PSRO) capable, to re-
quire such organization to undertake ambulatory review not later than
2 years after it has ochievpd,operpuonsl status. The committee C
that in implementing this requirement, the Secretary will exercise
judgment with respect to the varying capacities of PSRQ’ and, where
appropriate, will establish & reasonable classification of ambulatory
care review activities for an organization to undertake. Such classifica-
tion might include specific categories of services or specific aspects
of various service cs&e;ories. The committee further notes that “am-
bulatory care services” are those services not rendered by or in an
institution. Institutional review, including review of services provided
in hospital outpatient departments or emergency rooms, is & require-
ment of current law and must be conducted before an organization can
achieve operational status. .

Under current PSRO review provisions, a physician is precluded.
from reviewing health services provided to a patient if he was directly
or indirectly involved in providing the services. Present law further
precludes review by a physician of services furnished in any institu-
tion, organization, or agency if he or any member of his family has,
directly or indirectly, any cial interest in such entity.

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

The bill further clarifies that the contractual relationship between
the Government and a PSRO is one of assistance rather than pro-
curement. The major thrust of an agreement with a PSRO is not the
procurement of services but rather a determination by the Secretary
that the PSRO is authorized to carry out the functions prescribed
by law. The fiscal aspects of the ment are intended as assistance
to the PSRO in the performance of its functions. The term “assistance
agreement” is intended to permit the flexibility which an assistance
arrangement allows rather than to require the procurement contract
approach in reimbursing PSRO’s for carrying out the functions
vested in them by statute pursuant to a designation by the Secretary.

T}gan an::.endments made by this subsection would be effective upon
enactmen

Conclusive Determinations for Payment (Section 5(d))

The committee’s bill provides that where a PSRO has been found
competent by the Secretary and is performing specific review func-
tions, medical determinations made in connection with such review
shall be considered conclusive on those issues for purposes of pay-
ment. The bill provides a formal role for the States in the process of

establishing and evaluating PSRO review of services provided through
the medicaid program ;
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Thé bill: generally precludes delegated review in skilled n -fa-
cilities dnd’ provides:that review of services provided in-intermediate
care fucilities (which are not also skilled nursing facilities) will' be
undertaken by s PSRO only if the Secretary finds that the State ishot
performing o Ve review in these facilities. B A

Under present law, medicare pa ts and the Federal share of
medicaid cg:aynienta may not generally be made for health care serv-
ices which a PSRO, in the proper exercise of its duties, has deter-
minéd to -be medically unnecessary or inappropriate. However, the
committee ' Believes: that it is necessary, in order to avoid the per-
formanes of disruptive duplieative reviews by medicare and medicaid
agencped, to clarify the scope of the PSRO’s authority and the role of
O caringly. o e ides A

. Aocordingly, the bill provides that where a eonditionally designed
ora qn-liﬁedy PSRO hae been found competent by the Sgcretug; to
assume specific review responsibilities and is performing such reviews,
f determination as ‘to quality or hecessity made in eonnection with
such review would eonstitute the conclusive determination on those
iasues for i‘f.?““"f ;ayment. (Sueh determinations would be sub-
Ject to the hearings and appeals provisions of present law.) Medicare
fiseal intermediaries and State medicaid ageneies would continue to
bejresponsibl;al ift_n-b:;ther types of refviews and det;rmil]\ations relating
to program eligibility, coverage of services, audit, claims payment,
frand and abuse detection, and related activities. pay:

* The committee has received comments from a number of States ex-
pressing ¢oncern over the potential impact of PSRO determinations
on State medicaid budgets. The committee has conclnded that since
snbetantial' State monies are involved it is appropriate that they be
given an opportunity to evaluate a PSRO’s capabil’lltzx to efficiently and
2ffectively perform review of medicaid serviees. The bill, therefore,
makes prowvision for the participation of States in the PSRO designa-
tion process and in the ongoing monitoring of PSRO review activities.

* The bill requires a PSRO to consult with the medicaid State agency
in the development of its formal review plan (required as a condition
for designation) and in any modification of the plan involving as-
sumption of review responsibility for additional categories of serv-
ices. The bill provides the States with an opportunity to review and
comment on ‘the proposed conditional designation of a PSRO. the

hnn“g‘e in designation status from conditional to operational, and the
sssumption by the PSRO of responsibility for long-term care and
ambultitory care. réview. Before the Secretary, designates a PSRO or
stibstantinily adds bo its functions, he is required fo take the State’s
views into account. If his decision differs from the course recommended
by the State, he must notify the State of the reason for his decision
and allow it additienal time to provide further support for its views.

.. The bill proyides that a PSRO’s determination shall constitute a
conelusive determination for purposes of paymseat under medicaid
only if the PSRO has entered into a memorandum of understanding
(approved by the Secretary) with the appropriate State medicaid

- The purpose of this memorandum is to delineate the relation-
sfiip %vetween the PSRO and the State agency.. The. requirement for
a8 memorandum of understanding may be waived only if the State
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indicates that it does not wish to enter into such an understanding or
if the Secretary finds that the State agency has refused to negotiate.
in good faith or in a timely manner with the PSRO involved. |

A State medicaid agency may request a PSRO to include in.its.
memorandum of understanding,a specification of review goals and
methods (in addition to those required in the PSRQO’s formal review
plan) for the performance of its required functions. If the State
medicaid agency and the PSRO are unable to agree on the inclusion
of such items, the Secretary would review the requested specification
and require that it be included in the memorandum if he determines
that the review goals and methods are consistent with titles XTI and
XIX of the act and do not impair the effectiveness and uniformity of
aid. For example, a State might request that a PSRO emphasize the
the PSRO’s review of health care services under medicare and medic-
prevention of unnecessary Friday admissions of medicaid patients
for elective procedures not scheduled to be performed until Monday.
Your committee notes that the PSRO’s application of norms, criteria,
and standards would not be affected by this provision; standards. for
quality, appropriateness and necessity of services would continue to be
the same for both programs. If the PSRO found review of weekend
admissions was appropriate, it would generally be applied to all
patients whose care was reviewed by the PSRO. |

The committee intends that the Secretary shall not deny a State
agency request.solely because the P’SRO has not been utilizing such a
requested method or goal for the medicare program or because the
PSRO cannot apply the method or goal] to the medicare program due
to differences in the patient populations. Rather, the committee in-
tends that where differences in the patient populations do not preclude
uniform review by the PSRO, the Secretary’s decision shall Ee based
on his determination as to whether.the PSRO can effectively apply
such review methods or goals to the review of services provided under
both the medicare and medicaid programs in order to ensure that the
uniformity of PSRO review under the Social Security Act can be
maintained. E

The committee intends that any review specified by the State agency
which the PSRO performs inaccordance with.its memorandum of un-
derstanding with. the ageney and pursuant.to its review authority.
under title XI would be fully federally funded. In addition, the bill
provides regular Federal matching if a medicaid State agency con-
tracts with a PSRO to undertake additional review responsibilities,
provided the State agency formally.requests it and the performance
of such, responsibilities is provided for in an approved medicaid plan
amendment. For example, the State agency may request the PSRO
to approve so-called administrative days, such as an additional day of
hospital stay which may be required because there is no immediately
available skilled nursing facility bed. A .

The bill also provides Federal financial participation to State medic-
ald agencies for the costs of monitoring the performance of review
activities by PSRO’s under State monitoring plans which have been
approved by the Secretary. It is expected that the Secretary will de-
velop criteria for approval of such plans and that they will not be ap-
proved where the proposed monitoring activities duplicate the pur-
poses of PSRO review. The State medicaid agency may include in its
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plans for monitoring a specification of the performance criteria for
ju g PSRO effectiveness. Inclusion of such specifications in the
State’s monitoring plan is not mandated because it is believed that
most States during the development and initial implementation of
State monitoring of PSRO review will not have such performance
criteria developed. However, at such time as the State agency intends
to utilize performance criteria for judging PSRO review effectiveness,
the committee expects the agency to discuss the criteria with the
PSRO and to amend the State’s monitoring plan to include the agreed-
upon criteria.

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

The bill requires the Secretray to establish procedures and mecha-
nisms governing his relationship to State agencies in connection with
their respective responsibilities concerning memoranda of understand-
ing, monitoring, and reevaluations. The Secretary is required to peri-
odically consult with representatives of State agencies and PSRO’s.
Further, the appropriate State medicaid agency is permitted to be
represented on any project assessments conducted by the Secretary. The
committee intends that the procedures and mechanisms developed by
the Secretary shall promote smooth working relationships between all
parties involved and shall invalve a minimum of disruption in the
orderly implementation of the PSRO program. The committee fur-
ther intends that State monitoring activities will become less intensive
over time (particularly with respect to PSRO’s which are no longer in
conditional status) and will focus on problem areas which have been
detected in the performance of PSRO review.
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The committee is aware of the fact that as PSRO’s begin to review
services provided in institutional settings other than hospitals, differ-
ent requirements may be appropriate. Acco ly, the bill geneulilly
prohibits delegated review in ed nursing facilities since these facil-
ities have generally had far less experience in conducting in-house
review activities than hospitals. This prohibition would not be appli-
cable in cases where a skilled nursing facility is a distinct part of a hos-

ital. The committee bill specifies that PSRO-delegated review to a
o_ep}tal Inlso encompasses an attached skilled nursing or intermediate
care facility.

The comlynittee bill further provides that PSRO'’s shall have respon-
sibility for the review of services provided in an intermediate care
facility where such facility is also a skilled nursing facility. PSRO
review of care in other intermediate care facilities and public institu-
tions for the mentally retarded (services which are paid for only under
the medicaid program) would only be undertaken where the Secretary
determines that the State is not performing effective review of the

uality and necessity of services provided 1n such facilities. If the
retary does make such a finding, and the PSRO is required to carry
out the review, the committee expects that the PSRO would not dele-
gate réview to the intermediate care facility, just as they are prohibited
from such delegation to skilled nursing facilities.

The amendments made by this sabsection would be effective upon
enactment.

Clarification of Sanctions Provision (Section 5(e)) .
Current law specifies those conditions under which the Secreta
may, at the recommendation of a PSRO, withdraw a medical care pro-
vider’s eligibility to participate in Social Security Act medical care

ms where it is determined that it is not willing, or cannot, carry
zﬂ{; its o.lﬁigations to order and provide only necessary care of accept-
e quaiity. , :

The committee bill makes clear that the provision in question applies
to any health care practitioner, or any hospital or other health care
facility, agency, or organization which is subject to PSRO review.

T-l;; antlendment made by this subsection would be effective upon
enactment.

National Council (Section 5(f))

The bill provides for staggered terms for members of the National
Professional Standards Review Council.

Present law provides that the 11 members of the Council shall be
appointed for 3-year terms and may be eligible for reappointment.

bill would amend this provision. The general term for Council

members would continue to be 3 years, except that for members
appointed in 1977, four shall be appointed for a 2-year term and
three for a 1-year term. All members would continue to be eligible
for regppointment. |

The amendment made by this subsection would be effective upon
enactment.

National Council Report (Section 6(g))

The committee bill would delete the requirement in present law for

an annual report on its activities by the National Professional Stand-
89-010—77——4
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ards Review Council and would require instead the submission by the
"Secretary of a detailed annual report on the PSRO program.

- Under the new reporting requirement included in the'bill, the Sec-
‘retary would be required to submit substantially more information
concerning the cost and operation of the PSRO program than has
‘previously been required of the National Council. Accordingly, the
'bill would delete the requirement for the National Council report as
duplicative and unnecessary. |

The amendmernt made by this subsection would be effective upon
enactment. | .

E wef;(z/r;g)e; of Data and Information With Other Agencies (Section
(A -

. The eommittee’s bill would expand and clarify the circumstances

-under.which the provision of data or information by PSRO’s would

not: violate the confidentiality requirement of law. »

Under present law, any data or information acquired by a PSRO in
‘the exercise of its duties must be held in confidence and may not be
disclosed to any person except (1) to the extent that may be necessary
to carry out the purpose of the PSRO. provisions, or (2) in such
cases and under such circumstances as the Secretary shall by regula-
tions provide to assure adequate protection of the rights and interests
of patients, health care practitioners, or providers of health care.
Interim regulations issued by the Department on December 3, 1976,
%Ié)ﬁi(c)le for the disclosure of two types of information acquired by the

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

y2. Summary statistics aggregated from the Uniform Hospital Dis-
charge Data get (UHDDS) to the extent that it is not identifiable to
an individual patient or health care practitioner. -

The bill would expand and clarify those circumstances under which
the provision of data or information would not violate the confiden-
tiality provisions to include: %1) provision of data or information by
the PSRO, on the basis of its finding as to evidence of fraud or abuse,
to Federal or State agencies recognized: by the Secretary as having
responsibility for the i1dentification or detection of fraud and abuse
activities; such data and information may be provided at the request
of the recognized .agencies at the discretion of the PSRO; and (2)
‘provision of ag%reg’a,té statistical data to agencies having responsibil-
1ty for health planning and related activities under Federal or State
law. The data and information furnished to the planning agencies
‘would be provided in the format and manner prescribed by the Secre-
tary or agreed upon by the agencies and the PSRO. Such data and
information would be in the form of aggregate statistical data on a
geographic, institutional, or other basis reflecting the volume and
frequency of services furnished and the demographic characteristics
of the population whose services are subject to review by the PSRO.
However, the data would not identify any individual. ‘

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

{‘he committee has included this provision to facilitate the ex-
change of data and information with other agencies while at the same
time assuring that the confidentiality of patient records will not be
violated. The committee has received information that PSRO’s which
have identified suspected cases or widespread patterns of fraud and
abuse have been unable to make the information available to enforce-
ment agencies. The committee also notes that the provision of -
gate statistical data to Federal and State planning agencies will en-
able those bodies to develop a more accurate picture of medical care
patterns in their areas, facilitate planning for future resource needs,
and prevent unnecessary duplicative data gathering activitaes; -

The bill also includes a provision to protect patient records from
subpena or discoverr geroceedings in a civil suit. This provision, how-
ever, would not preclude the subpena or discovery of originals or capies
of the same docuents in the possession of others. , .

The amendment made by this subsection would be effective upon en-
actment. -

Legal Exzpenses (Section 5(1))

The committee’s bill Provides for payment of legal fees in connec-
tion with the defense of suits brought against a PSRO related to the
performance of its functions. The bill would authorize the Secretary
to assume responrsibility for legal fees incurred in connection with the
defense of any suit, action, or proceeding brought against the PSRO
or any of its members or employees related to the performance of its
functions. While all PSRO’s currently have liability insurance which
covers such attorneys’ fees, this provision would serve as an additional

tee in the event such insurance is subsequently withdrawn.

The amendment made by this subsection shall be effective upon
enactinent.

Payment of PSRO Evpenses (Section 5(j))

The committeé’s bill would clarify the intent of present ]Jaw that
pavment for PSRO expenses is to be made from Federal funds.
Tnder present law, expenses incurred by PSRO’s are payable from
medicare trust funds and from funds appropriated to carry out the
other health care provisions of the Social Security Act. The bill would
clarify that it is not intended that States or local governmental entities
contribute toward these expenses, as they normally must do to receive
Federal matching funds under title XIX,

The amendment made by this subsection would be effective upon
enactment.

Annual Reports (Section 5(k))

Current law does not require the preparation of a detailed report
on the activities, cost, and impact of the PSRO program. The com-
mittee believes that this information is necessary to determine the
status of program operations, to evaluate the progress of program
implementation, and to assess the program’s effectiveness.
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Tlhe bill mm%tbee@therefori uirois thef ?‘zll;etary to submit an-
nual reports to the Congress by April 1 o year begmmng ing in
1978 on the administration, impact, and cost of the PSRO program
during the preceding fiscal year. The reports must include program
data on each PSRO; institutions and practitioners whose services are
subject to review; Ities and sanctions; total costs under titles
V, XVIII, and m in the implementation of all required review
procuiures; changes attributable to PSRO activities; results of pro-
gram evaluation activities; extent to which PSRO's are performing
reviews for other private or governmental programs; and legislative
recommendations.

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

Medical Officer (Section 5(1))

The bill would include medical officers in American Samoa, the
Northern Mariana Islands and the Trust Territory of the Pacific
Islands in the PSRO program. In these areas medical officers rather
than doctors of medicine provide medical care. The bill would there-
fore permit medical officers licensed to practice medicine in these
localities to participate in the PSRO program. These individuals may
not, however, serve on the National Council or make any final determi-
nations with respect to medical necessity or appropriateness of care
provided by a duly licensed doctor of medicine or osteopathy.

The amendment made by this subsection would be effective upon
enactment.

Payment (or )Igefview of Part B Services Provided by Hospitals (Sec-

- tionb(m

Public Law 94-182, enacted on December 31, 1975, included an
amendment to the medicare program which was designed to equalize
reimbursement for PSRO hospital review activities whether such
review was carried out by a hospital under delegation from a PSRO
or by the PSRO itself. viously, only delegated review activities
could be funded out of the medicare trust funds. Under the new law,
PSRO expenses in carrying out nondelegated review for hospital
services covered under medicare part A or medicaid or the maternal
and child health p m would also be reimbursed through this
mechanism. The law did not, however, provide for similar funding
for PSRO review of hospital services covered under medicare part B.

Accordingly, the bill corrects this oversight by providing that fund-
ing for delegated review activities for services provided by a hospital
which are covered under medicare part B shall be made from the
medicare trust funds. |

The amendment made by this subsection would be effective upon
enactment.

Statewide Councils (Section 5(n))

The bill extends the protection currently provided to members and
employees of a PSRO from criminal prosecution or civil liability
when carrying out PSRO functions to members and employees of
Statewide Professional Standards Review Councils.

The amendment made by this subsection would be effective upon
enactment.
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Technical Corrections (Section 5(0))
The committee bill makes technical corrections in sections 1152 (b)
(1) (A),1155(a) (1),and 1160(b) (1) of the act.

Physician Review (Section 5(p))

The committee bill deletes the current law distinction, based on
whether a hospital has or has not been delegated PSRO review, in
determining those physicians who may be responsible for review
activities. L o,

Under current PSRO review provisions, a physician is ordinarily
prevented from being responsible for the review of hospital care and
services provided in any hospital in which he has active staff privi-
leges-when the review of such services has not been delegated to the
hospital by a PSRO. However, where review, has been ted to
the hospital, a physician with active staff privileges in that facility
may be responsible for the review. o

'Fhe committee notes that there is no evidence that such a distinction
in the qualification of the physician responsible for the review is neces-

. The decision whether or not to delegate review is not necessarily
related to the ability of an individual tSjlhysician with active staff privi-
leges in a particular hospital to do the required review, but is more
likely to be related to other factors. The committee has concluded that
the existing prohibition places an undue burden on nondelegated hos-
pital review. |

The committee bill therefore deletes the restriction contained in cur-
rent law which ordinarily prevents physicians with active staff privi-
leges in a hospital from being responsible for review in a facility if
review responsibilities have not been delegated.
lssuance of Subpenas by the Comptroller General (Section 6)

The bill would. give the Comptroller General of the United States
the power to sign and issue subpenas to gain information regarding
programs authorized under the Social Security Act. '

urrently, the Comptroller General of GAO does not have the statu-
tory authority, under the Social Seeurity Act, to issue subpenas in ¢on-
nection with GAO investi%ations into programs authorized by that
act. In a December 29, 1976, letter to the House Ways and Means
Committee, which was in onse to an inquiry concerning Social
Security Act subpena power for the General Accounting Office, the
Acting Comptroller General stated that:

From the overall perspective, we believe that the subpena
power in question would be a useful tool. In all probability,

the mere existence of such a power would be sufficient to pre-

clude problems in most cases and, in our opinion, resort to its

use would be relatively infrequent. We would thus favor the

inclusion of subpena authority in the anticipated new
legislation.

_The bill. would give the Comptroller General of GAO the power to
sign and issue subpenas in order to gain information and facilitate
review of programs authorized under the Social Security Act particu-
larly with respect to investigations of fraudulent and abusive practices.
In connection with GAQ’s statutory functions including investiga-
tions, examinations, and auditing, subpenas could be issued to gain
access to pertinent books, records, documents, or other information.
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Under resistance or refusal by an individual to obey a subpena, the
bill would authorize the Comptroller General to request a court order
requiring compliance. '

The amendments made by this section would be effective upon
enactment, '

Suspension of Practitioners Convicted of Medicare- or Medicaid-
Related C'rimes (Section7) ‘ |

' The committee’s bill requires the suspension of physicians or other
individual practitioners from participation in medicare or medicaid
lfﬁf such practitioner has been convicted of a program-related criminal
offense.

- The committee has included this provision in response to the con-
cern that some program violators have been permitted continued
participation, often without interruption, in Federal health care pro-
grams. The committee feels that misuse of Federal and State tunds
18 a very serious offense and that those convicted of crimes against the
programs should not be permitted continued and uninterrupted receipt
of Federal and State fuhds. The committee believes that this threat of
suspension, together with the upgraded penalties authorized under the
bill, will serve &s a significant deterrent to fraudulent practices under
medicare and medicaid.

Under current law, physicians or other individual practitioners who
have been convicted of an offense related to their participation in
medicare or medicaid are not automatically suspended from these
programs and can continue to receive payment therefrom. The Sec-
retary may suspend Federal payment to a person who has falsified
information related to a request for payment. The Secretary may also
suspend a person who bills the program for charges substantially in
excess of the person’s customary charges or who has furnished services
found to be substantially in excess of an individual’s need, to be
harmful, or to be of grossly inferior quality.

- The bill requires the Secretary to suspend from participation under
medicare, a physician or individual practitioner who he determines
has been convicted of a criminal offense related to such individual's
involvement in medicare or medicaid. To permit case-by-case determi-
nations, the suspension would be for such period as the Secretary
déems appropriate and no medicare payment could be made for any
item or service furnished by such individual during this period. Indi-
viduals subject to suspension are those who are convicted on or after
the date of enactment of the law or within such period prior to enact-
ment as the Secretary may specify in regulation. Provision is made for
appropriate notice to the individual and the public and hearing and
judicial review of the Secretary’s determination. In any case where
the Secretary suspends a practitioner from participation in medicare
he is required to promptly notify every State medicaid agency and the
appropriate State or local licensing authority.

Whenever a State medicaid agency is notified by the Secretary
that a practitioner has been suspended under medicare, it shall sus-
pend such individual from participation in medicaid. This is intended
to prevent practitioners from moving from one State to another in
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order to avoid the effect of the suspepsion. To conform the timing of
suspensions, the medicaid suspension period shall not be less than the
ion period applicable to the individual under medicare. No
medicai program payments may be made for services provided by
such individual during the suspension period. L

In his notification to the licensing authority the Secretary shall re-
quest that investigations be made and sanctions be invoked, as deemed
appropriste in accordance with the State's law and Y‘ohcy. The Secne-
tary. and ector General would be notified of whatever action, if
any, is taken by these authorities. . ) o

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

The amendments made by this section would be effective upon en-
actment except for the provision relating to medicaid suspensions
which would be effective for calendar quarters beginning on or after
January 1,1978.

Disclosure by Providers of Owners and Oertain Other Individuals
Convicted of Certain Offenses (Section 8)

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

Current disclosure of ownershoig provisions do not require institu-
tional providers of services and r agencies and organizations certi-
fied to provide services under titles XVIII and XIX of the Social
Security Act to disclose information about criminal records any of
their owners and ma rial employees may have. Similar informa-
tion is also not required from institutional providers participating in
title XX of the Social Security Act, a numier of whom are also cer-
tified to provide services under medicare and medicaid. Existing
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procedures for determining this information are inddequate, time-
consuming, and have permitted individuals previously convicted of
such offenses to continue ownership or management in participating
facilities or become owners or managers in other participating facili-
ties without program administrators being aware of an individual’s
past activities which might have a bearing on a facility’s future
performance.

Lack of adequate disclosure of these individuals is an additional
restraint on W’s attempts to investigate and control program
abuse. It has hampered and restricted Department efforts to Fimit the
participation of those facilities and other organizations Hmvid'
services under titles XVIII, XIX, or XX that are partially own
or controlled by persons convicted of criminal offenses aganinst the

prigmms.

ven when such individuals can be identified by the Department
of HEW or State administering agencies, it is difficult under existi
procedures to limit participation of facilities owned by these persons.
Currently, no provisions exist to enable the Secretary of HEW or a
State agency to refuse to enter into or to terminate provider -
ments or contracts with institutional providers or other organizations
owned by such individuals as long as existing conditions for partici-
pation under titles XVIII, XIX, or XX are met. |

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

In order to deal with this problem, as a condition of participation,
certification, or recertification under titles XVII, XIX, or XX of
the Social Security Act, the bill would require all institutional pro-
viders of services, or other agencies, institutions, or organizations to
disclose to the Department of Health, Education, and Welfare or to
the appropriate State agency the names of its owners, officers, direc-
tors, agents, or managing employees who have been convicted of a
criminal offense against medicare, medicaid. or State social service
grant programs. The bill specifies that when an application requesting
such participation or certification contains the names of any such
previously convicted individual, the Secretary of HEW or the State
agency may refuse to enter into an agreement or contract with the
institution to provide services under titles XVIII, XIX, or XX.
In addition, the bill specifies that the HEW Inspector General must
be informed of any such applications received and of any actions taken
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on them. The bill would also permit the Secretary or appropriate
State agency to terminate exi provider agreements or contracts
under title XVIII, XIX, or . 1f the names of such individuals
have not been disclosed, as required. .

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

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

The amendments made by this section should apply with respect to
contracts, agreements, and arrangements entered into and approvals

iven pursuant to applications or requests made on and after the first

ay of the fourth month following enactment.

Federal Access to Records (Section 9)

Under present law, State plans under medicaid are required to
provide for agreements with every person or institution providing
services whereby such persons or entities will keep complete records
of services provided under the program and furnish the State agency,
upon request, which information regarding any payments claimed
under the program. Similar access to records by the Secretary is not
required. The committee feels this could hamper Federal efforts to
obtain information necessary to examine potential instances of fraud-
ulent and abusive activities. The bill therefore specifically permits
the Secretary to have access to records of persons or institutions pro-
viding services under medicaid in the same manner presently provided
to State medicaid agencies.

The amendment made by this section would be effective upon
enactment.

(laims Processing and Information Retrieval Systems for Medicaid
Programs (Section 10)

The bill permits States to send explanation of benefits forms to a
sample of medicaid recipients and still be entitled to increased Federal
matching for operation of approval management information sys-
tems. The bill specifies that there would be no explanation of benefit
forms in the case of services which are confidential in nature.

Present law authorizes an increase in Federal matching to 75 per-
cent toward the costs of operating an approved medicaid claims proc-
essing and information retrieval system if the system provides ex-
planation of benefits information to all recipients. The committee
has been informed that this strict requirement for explanation of
benefit forms in every case has limited the growth of approved sys-

8. Rep. 453—77— 5
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tems. In addition, questions have been raised about the cost effective-
ness of this irement because of the high volume of claims for
services provided under medicaid.

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

The committee notes that this change in the medicaid statute doe-
not constitute a new entitlement to higher Federal matching, but
merely increases the workability of the ing provision.

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

Restriction on Federal Medicaid Payments. Assignment of Rights of
Payment ; [ncentive Payments (Section 11)

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

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

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

The bill would provide an incentive to States to stop this practice
by s m% all Federal matching payments for expenditures made
under the plan for care or services provided to the extent the private
insurer (as defined by the Secretary) would have been obligated to
pay except for a provision of its contract which has the effect of limit-
ing or excluding such obligation because the individual is receiving
asqistance under medicaid.

States have advised the committee that there are cases where absent
parents who have been ordered by a court to provide for the medical
support of their families have failed to do so. Frrequently these families
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must turn to the medicaid profnm for their medical needs. The
medical support program established by the bill would authorize
States to require that medicaid mcmif)ients and applicants, as a condition
of eligibility, assign their medical support or indemnification rights
to the State. The State would enter into cooperative arrangements to
secure the medical support. Localities securing collections on behalf of
the State and States securing collections on behalf of other States
would receive incentive payments of 15 percent of the amounts col-
lected.

The amendments made by this section would apply with respect to
medical assistance provided and assignments made for calendar quar-
ters beginning on or after January 1,1978.

Study and Review of Medicare Claims Procsssing (Seotion 1£)

The committee bill directs the Comptroller General to conduct s
comprehensive study of the claims processing system under medicare
for 510 purpose of c'ieterminir:lg what modifications should be made to
achieve more efficient claims administration.

Under medicare part A, groups or associations of providers can
nominate an organization to serve as a fiscal intermediary between
the providers and the government. An individual member of an asso-
ciation or group of groviders that has nominated one organization as
intermediary may select some other organization if this is satisfactory
to the organization and HEW, or alternatively it may elect to deal
directly with the government. HEW may not enter into an agreement
with an organization unless it finds that such agreement is consistent
with efficient and effective administration. The Social Security Ad-
ministration selected 10 hospital-nominated organizations to serve
as intermediaries. These include the Blue Cross Association which
carries out its claims administration activities through 73 statewide
and local Blue Cross plans. Under medicare part B, the Secretary
contracts with carriers to perform claims processing activities. Car-
riers are selected to serve specified geographic areas. There are 47
carriers, including 32 Blue Shield plans. Both intermediaries and car-
riers are reimbursed on a cost basis for carrying out their activities.

A reexamination of the administrative framework of the medicare
grogr%xln in order to assess the need for possible modifications is

esirable.

The committee bill therefore directs the Comptroller General to
conduct a comprehensive study and review of the administrative struc-
ture established for pracessing claims under medicare. The study is to
determine whether and to what extent more efficient claims administra-
tion could be achieved by reducing the number of carriers and inter-
mediaries, making a single organization responsible for processing
claims under parts A and B in a particular geographic area, paying
for claims processing on the basis of a prospective fixed price, pro-
viding other types of incentive payments for efficiency, or by other
modifications in existing structure and procedures, The Comptroller
General would be required to submit a rt containing his Ainditigs
and récommendations to the Congress by uﬂl, 1979. o

Tlae amendment made by this section would be effective upon enact-
ment. ‘ |
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Abolition of Program Review Teams Under Medicare (Section 13)

The committee bill repeals the provisions in current law relating to
program review teams.

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

o assist him in making determinations under this section, the Sec-
retary was required to establish program review teams in each State.
These professionally based bodies were to advice the Secretary con-
cerning such matters as whether excessive, harmful, or grossly inferior
care 18 being rendered to patients. The functions of program review
teams relating to the review of the quality and appropriateness of
services are essentially duplicative of the functions required to be
performed by PSRO’s.

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

he amendment ma&e y this section would be effective upon
enactment.

Nomination of Intermediaries by Providers (Section 14)

The bill would prohibit the Secretary from refusing to enter into
an agreement with a nominated intermediary solely because of the fact
that such intermediary does not operate regionally or nationally.

Under present law, the Secretary of HEW is authorized to use pub-
lic agencies or private organizations to facilitate medicare payment to
providers of services. Such agencies or organizations (intermediaries)
are ordinarily nominated by the individual provider. For example,
most hospitals have nominated Blue Cross Association as their inter-
mediary and the Secretary has contracted with that organization. The
Blue Cross Association, in turn, utilizes local Blue Cross plans for the
dav-to-day administrative and operating activities.

The Secretary is prohibited from entering into an agreement with
any agency or organization unless he finds that to do so is consistent
with effective and efficient administration; that the intermediary is
willing and able to assist providers in safeguarding against unneces-
sary utilization of services; and that the intermediary agrees to pro-
vide the Secretary with such information as it may acquire in perform-
ing its duties and which he finds necessary in performing his functions.

The committee is concerned that the Secretary may refuse to enter
into an agreement with a prospective intermediary nominated by a
provider or group of providers, or may terminate an agreement with
an existing intermediary, solely on account of the fact that the inter-
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mediary transacts business only within the State in which the provid-
er(s) is located and that current law indirectly may give him the au-
thority to require the designation instead, of a regional or national
intermediary. o

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

Disclosure by Providers of the Hiring of Certain Former Employees
of Fiscal Intermediaries (Section 15)

The committee bill would require a provider of services under the
medicare program to notify the Secretary promptly of its employ-
ment of an individual who at any time during the preceding year was
employed in a managerial, accounting, auditing or similar capacity
by a fiscal intermediary or carrier who had served that provider.

In certain caces in the past, providers have specifically recruited and
employed personnel of tEe fiscal intermediary serving it, apparently
in order to assist the provider in justifying questionable accounting
and cost reporting procedures. This type of hiring practice potentially
subverts the integrity of the intermediary provider relationship,
including the integrity of the auditing process. The Department of
HEW is expected to utilize the information gained under the notifica-
tion required under the bill to discourage such practices, especially
when such information suggests possible conflict of interest situations.

Providers who hire employees of fiscal intermediaries, particularly
accountants and auditors who have been involved in anditing that pro-
vider, should be on notice that such practices will be followed closely.

The amendment made by this section would apply with respect to
agreements entered into or renewed on and after the date of enactment.

Payment for Durable Medioal Equipment (Section 16)

The committee bill would modify the present methods for reimburs-
ing medicare beneficiaries for expenses incurred in obtaining durable
medical equipment. The intent of this modification is to reduce program
expenditures and assure greater protection for beneficiaries against
the need to pay excessive rental fees.

Present law provides for reimbursement under part B of medicare
for expenses incurred in the rental or purchase of durable medical
equipment used in the patients’ home. The beneficiary has the option
to rent or purchase such equipment. In the case of purchase, reim-
bursement is generally made in monthly installments equivalent to
amounts that would have been paid had the equipment been rented.

Reimbursement may be made on a lump-sum basis for purchased
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equipment that is relatively inexpensive, i.e., items for which the
reasonable ¢ is $50 or less.

Where a beneficiary elects to rent equipment, medicare will continue
to reimburse him for 80 percent of his rental expenses as long as his
medical need for the equipment continues. A study conducted by GAO
'showed that rental payments under the program for durable medical
-equipment require over an extended period of time frequently ex-
-ceeded, by a substantial amount, the reasonable purchase price of the
-equipment. Moreover, beneficiaries were also overpaying for equip-
ment since they are liable for the 20-percent coinsurance amount.

The Social gecurity Amendments of 1972 added provisions to the
law to help avoid urreasonable expenses to the program and to bene-
ificiaries resulting from prolonged rentals of equipment. These provi-
sions authorized the Secretary to experiment with alternative reim-
bursement mechanisms, including the use of lease-purchase arrange-
ments and lump-sum payments for purchased equipment where it
could be determined in advance that &e use of the equipment would
be medically necessary for an extended period of time. X.lthough the
Department has not conducted the extensive experimentation contem-
plated by the lngislation, sufficient evidence is available to indicate
that Chmifxs; in the reimbursement methods are needed to deal with the
long-standing problems arising under the durable medical equipment
provision of law.

To remedy these problems, the committee bill makes several changes
in the methods used in reimbursing beneficiaries and suppliers for dur-
able medical equipment. First, the bill requires the Secretary to deter-
mine, on the basis of medical evidence. whether the expected duration
of medical need for the equipment warrants the presumption that pur-
chase would be less costly or more practical than rental, and would not
impose financial hardship on the beneficiary. Where such a presump-
tion can be made, the Secretary would require purchase of the equip-
ment and would provide reimbursement on the basis of a lump-sum
payment or on the basis of a lease-purchase arrangement. Since lease-
purchase would generally be the preferred mode of payment, and
would ordinarily provide the greatest degree of cost-effectiveness for
the program and the beneficiary alike, the bill specifically directs the
Secretary to take steps to encourage suppliers, through whatever ad-
ministrative arrangements he finds feasible and economical, to make
equipment available to beneficiaries on a lease-purchase basis.

Second, the bill retains the provision in existing law which author-
jzes the Secretary to waive the %;Fercent coinsurance requirement
with respect to the purchase of used durable medical equipment when-
ever the purchase price is at least 25 percent less than the reasonable
charge for comparable new equipment.

The amendment made by this section would apply to durable medical
equipment purchase for rented on or after October 1, 1977.

Punding of State Medicaid Fraud Control Units (Section 17)

" The committee bill authorizes 100 percent Federal matching in fiscal
year 1978, 90 percent matching in fiscal year 1979, and. 75 percent
matching in fiscal year 1980 for the establishment and operation
of State medicaid fraud control units. The bill also authorizes the
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Secretary to conduct demonstration projects for the purpose of de-
veloping improved methods for the investigation and prosecution
of fraud 1n tgm provision of health services under the Social Security
Act.

The committee is concerned that sufficient efforts have not been
made to date to identify and prosecute cases of medicaid fraud in a
number of States. In the absence of effective investigative units, in-
dividuals engaging in fraudulent practices are able to continue their
activities virtually unchecked. Sections of the bill provide for criminal
sanctions and suspension actions for those convicted of medicaid fraud.
However, st ened penalties must be coupled with strengthened
investigatory powers in order to assurethat those engaging in crimi-
nal activities are identified and prosecuted. Further, the combination
of rigorous enforcement and criminal sanctions should serve as a
deterrent to similar practices by other providers and practitioners.

Testimony has been presented to the Congress showing that where
a separate statewide investigative entitgeel:las been established, the
rate of prosecutions and convictions has substantially increased.
For example, there was testimony that in the period from 1970 to
January 1975, there was not a single prosecution in New York State
for medicaid fraud arising out of the operation of a nursing home.
In January 1975, a special office was established to examine the rapidly
growing scandal in the nursing home industry. As a result of its in--
vestifmons, grand juries have indicted more than 90 individuals
mostly for medicaid fraud. To date, there have been 27 convictions
and the office has forced payment of more than $4 million in criminal
restitution—an amount several hundred thousand dollars in excess of
the offices first year budget. The committee is particularly impressed
with the organization and operation of the New York Special Pro-
secutor’s ce and its demonstrated effectiveness, and believes it
constitutes a model for antifraud efforts in other States.

The committee has learned that a number of States are interested
in establishing or strengthening existing medicaid fraud and abuse
control units. 1t wished to encourage efforts similar to the New York
unit. However, in view of the fiscal constraints being experienced by
many of them, the current 50-percent administrative matching rate
has not served as a sufficient incentive to the establishment or ex-
pansion of such units. The committee believes that a short-term in-
crease in the Federal matching rate will enable States to establish
effective investigative entities and expand existing efforts. After
these units have been operational for a few years, their recoveries from
prosecutions should begin to equal or exceed the cost of ?eratii)n.
Therefore, under the bill, the increased matching rate would only be
in effect for 3 years. | |

The committee bill therefore provides for 100 percent Federal
matching in fiscal year 1978, 90 percent in fiscal year 1979, and 75
percent 1n fiscal year 1980 for the costs incurred in the establishment
and operation (including the training of personnel) of State fraud
control units meeting specified requirements, subject to a quarterly
limitation of the higher of $125,000 or one-quarter of 1 percent of total
medicaid expenditures in such State in the previous quarter. |
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To be eligible for the increased matching rate, the State medicaid

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

The State fraud control unit must conduct a statewide fro for
the investigation and prosecution of violations of all applicable State
laws relating to fraug in connection with the provision of medical
assistance and the activities of medicaid providers. Such unit is not,
however, required to examine potential instances of recipient fraud;
this function may continue to be the responsibility of the State medic-
ald agency. The fraud and abuse control unit must have procedures
for reviewing complaints of the abuse and neglect of patients by health
care facilities, and, where appropriate for acting on such complaints
or for referring them to other State agencies for action. The entity is
required to provide for the collection, or referral for collection, of
overpayments made to health care facilities. In order to promote ef-
fective and efficient conduct of the entity’s activities, it must be or-
ganized in a manner to achieve these objectives and it must employ
auditors, attorneys, and investigators and other necessary personnel.
The entity is further required to submit an application and annual
report containing information deemed necessary by the Secretary to
determine whether the entity meets these requirements. To facilitate
implementation of this section, the Secretary is required to issue regu-
lations within 90 days of enactment.

The committee wishes to emphasize the need for the employment
of highly skilled auditors, attorneys, and investigators specially
trained in the area of medicaid fraud. The committee has received
substantial evidence of the complex schemes emploved bv those engag-
ing in fraudulent activities and notes that the only way such practices
can be effectively addressed is by utilizing persons specially skilled in
uncovering these activities.

The committee intends that the increased matching rate authorized
under this section be made available to existing State fraud control
units providing they meet (or appropriately modify their operation
so as to meet) the specified requirements.

The bill specifically authorizes the Secretary (in addition to his
general authority to carry out demonstrations designed to improve
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administration and effectiveness of Social Security Act programs) to
arrange for demonstration projects designed to develop 1mrroved pro-
grams for the detection, investigation, and prosecution of fraud and
abuse.

The committee has been impressed by the innovative methods em-
ployed by several States in the detection, investigation and prosecu-
tion of certain types of fraudulent and abusive activities under the
medicare and medicaid programs. The committee believes that States,
such as New York, which have demonstrated their ability to conduct
vigorous and innovative antifraud activities with respect to one class
of providers should be encouraged to develop and implement such
programs with respect to other classes of providers.

16 amendment authorizing increased Federal matching payments
would apply with respect to calendar quarters beginning after Sep-
tember 30, 1977. The amendment authorizing demonstration projects
would be effective on enactment.

Report on Home Health and Other In-Home Services (Seotion 18)

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

The committee is concerned that, with respect to home health and
in-home services authorized to be provided under medicare, medicaid,
and title XX social service programs, more effective methods need to
be developed to assure the quality of services provided and eﬂiclenc{
in administration of the programs, and more effective efforts to cur
fraud and abuse. While it is understood that there are, by necessity,
differences among these programs in entitlement to the services and
the types of services covered, it is the feeling of the committee that any
efforts to develop methods of quality assurance and administrative
efficiency should, where possible and practical, provide for coordina-
tion between the programs, particularly with respect to requirements
for providers of services and reimbursement methods.

The Secretary is, therefore, directed to submit within 1 year a
report to the appropriate committees in Congress analyzing all aspects
of the delivery of home health and in-home services authorized under
these titles. Further, since the intent of this legislation is to facilitate
establishment of a set of specific, enforceable standards in the pro-
grams to assure high quality home health services and the protection
of the health and safety of recipients of such services, the Secretary
is required to report on regulatory changes needed and to recommend
appropriate statutory changes with respect to quality assurance and
administrative efficiency.

The committee has not addressed the question of inclusion of proprie-
tary home health agencies beyond the provisions of current law. How-
ever. the committee would note that the standards for quality review
to be developed should be suitable for application to all home health
providers, regardless of sponsorship.

The Secretary of Health, Education, and Welfare has been desig-
nated to conduct this study in view of the extensive information



38

ga&bered by the Departinent during recent regional hearings on home
health care and the subsequent activity of tl;ngl ent In analyz-
ing this information. The Secretary 18 to include in this report an
analysis of the impact of his recommendations on the demand for and
cost of services authorized under the programs and the method of
financing any recommended increase in the provision of such services.

The amendment made by this section would require the submission
of the report within 1 year of enactment.

Uniform Reporting Systems for Health Services Facilities and Orga-
nizations (Section 19) _

The bill would m?uire the Secretary to establish for each of the
different types of health services facilities and organizations a uniform
system for the reporting of such items as cost of operation, volume of
services, rates, capital assets and bill data. This re rting system would
be mandated for use by medicare and medicaid providers and such
use would be phased in by type of provider.

A persistent problem under the medicare and medicaid programs as
-currently structured is the presence of variations in the information
oontained in medicare and medicaid cost reports. Since it is generally

d that the existence of comparable cost and related data is essen-
tial for effective cost and policy analysis, the assessment of alternative
reimbursement mechanisms and, in certain situations, the identification
and control of fraud and abuse, the committee believes it is neces-
sary to correct the deficiencies in the present reporting system under
thees programs.

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

l?l% The aggregate cost of operation and the aggregate volume
of services;

(2) The costs and volume of services for various functional
aooon;nmsgx Fory 4 decl f purch

3 y category of patient and class of purchaser:

54) Capital assets, as defined by the Secretary, including (as
appropriate) capital funds, debt service, lease ments used in
lieu of capital funds, and the value of land, facilities, and equip-
ment; an

(5) Discharge and bill data.

It is the committee’s intent that the uniform reporti s{ystem for
each type of health service facility or organization provide for appro-

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

- 'The committee intends that in the development and implementation
of uniform reporting reguirements the Secretary shall take into ac-
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count the administrative costs both for the institutions and the Depart-
ment as well as the relationship of those costs to enhanced program
administration. .

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

It is also the committee’s intent that the Secretary should take into
account the unique organizational arra ent of health maintenance:
organizations, and should make those adjustments he finds necessary
an%aappmpriate to tailor the uniform reporting system to their par-
:.licular situation, while maintaining the necessary comparability of

ata.

Under the bill, the Secretary would require all medicare and medic-
aid providers of services to submit reports to the Secretary of the
aforementioned cost-related information in accordance with the uni-
form naegit;rtmg system. For hospitals, skilled nursing facilities, and:
intermediate care facilities, these uniform reports would be required
beginning with their first fiscal year that begins more than 6 months
after the reporting system has been promulgated by the Secretary. For
all types of health service facilities or organisations, the report-
ing requirement will onl¥ be implemented at such time (after such

are promulgated for these institutions) as the Secretary deems
to be most productive. After establishing the uniform systems of re-
porting, the bill requires the Secretary to monitor their operation. as-
sist with support demonstrations and ‘evaluations of the effectiveness
and cost of the operation of such systems, encourage State adoption of
such systems and periodically revise the systems to improve their ef-
fectiveness and diminish their cost.
. Under the bill, the Secretary would be required to provide such
information obtained through use of the uniform reporting system
as may be deemed necessary by him to assist health systems agencies
and State health planning and development agencies in carrying out
such agencies’ functions. |

The Secretary would prescribe a chart of accounts to be used by
hospitals to help to achieve the needed uniformity of reporting. The
chart of accounts would be designed for this limited purpose so that
its application should not prove unduly onerous.

Modilioahon_ ion of Requirements for State Medicaid Utilizati
' rogmmcv(;Segtion 20) ! wesation Gontrol

The committee bill modifies the requirements of current medicaid
law concerning review of care delivered.in institutional facilities. The
section waives application of the lties for noncompliance for
calendar quarters ending prior to Jannary 1, 1978. For. subsequent
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calendar quarters, the required reductions in Federal matching would
be imposed only 1n proportion to the number of patients whose care
was not reviewed compared to the total patient population subject to
review.

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

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

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

(1) The physician certifies at the time of admission and recerti-
fies every 60 «Ls;'s that the patient requires inpatient institutional
services.

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

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

(4) The State has a program of independent medical review
for SNF'’s, ICF’s, and mental hospitals whereby the professional
management of each case is subject to independent annual review.
The section further requires the Secretary to condunct sample
nnsite survevs of institutions as part of his validation procedures.

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

On June 8. 1977. HEW announced that it would reduce July 1977
medicaid pavments to 20 States by a total of £142 million (actual
application of these announced reductions was delayed by Public Law
95-59 until October 1977). These reductions were to take effect because
the States failed, during the first quarter of 1977. to conduct annual
medical reviews of patients in longterm care facilities. The Denart-
ment further annonnced that it had under review the potential disal-
lowance of $378 million of fiscal year 1975 funds for failure to have
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adequate utilization controls in place, based upon validation require-
ments. The committee is enctoi‘uraged that thei epadl;tgexiti has begun
to aggressively implement the congressional mandate. llowever, 1n
viewgof past isr'motign on the part of HEW, it feels that the sudden
reduction in Federal funds for %ast years activities could have a scvere
and unanticipated impact on affected State medicaid programs, Fur-
ther, Congress intended this program to be an incentives progran to
be validated on a current basis by HEW. This section is intended to
bring this validation process into timely synchronization with State
show .

The committee bill waives application of reductions in matching
for noncompliance for calendar quarters ending prior to January 1,
1978. For subsequent calendar quarters, the required reductions in
Federal matching would be imposed only in proportion to the number
of patients whose care was not reviewed compared to the total paticnt
population subject to review. This provision is included because,
among other reasons, HEW had in June 1977 announced penalties on
States which failed to review only two or three homes out of hundreds
of homes subject to review within the annual time limit.

The committee belicves that imposition of the full reduction in such
cases would be unduly severe. The bill therefore modifies the existing

to assure that the reduction will be assessed in proportion
to the population whose care was not subject to the required review.

The committee bill also authorizes the Secretary to waive a reduction
otherwise required by law to be imposed if the State's noncompliance
fs technical or due to circumstances beyond its control. The committee
intends, however, that this waiver authority is to be invoked only
when reasonably appropriate and not as a generalized routine excep-
tion. Circumstances considered outside of a State’s control are those
which could not reasonably be anticipated and provided for in advance.
Technical noncompliance for example, would include instances where
a State had reviewed patients in most facilities on time with the
remaining facilities also reviewed but not until several weeks after
the deadline for completion of all reviews by a State.

The committee bill provides that a State should provide its required
showing of compliance with review requirements with respect to a
calendar quarter to HEW within 30 days of the end of the quarter, so
that HEW can make the appropriate determinations and give States
sufficient notice of any action (although HEW can extend the period
if the Secretary finds good cause for doing so). The committee intends
that the required showing will demonstrate good faith efforts on the
part of a State to conduct on-site reviews of these patients subject to
review in hospitals, skilled nursing facilities, and intermediate care
facilities. The bill also modifies the requirements for the composition
of medical review teams in skilled nursing facilities to permit them to
be headed bv either a physician or registered nurse.,

While existing law requires the Secretary to undertake onsite vali-
dation surveys in timely fashion, HEW has not done so in the past.
When they have performed validations, the validations have lagged
months and even years behind the year in question. The committee
believes HEW has an obligation to tKe States, to the Congress, and to
Institutional care recipients to undertake validations in a timely
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fashion, and to im any reductions resulting from them at that
point. States should net be subjected to the uncertainty of a possible
reduction years later. Accordingly, the bill requires the Secre-
tary must complete his validations and give notice of his determina-
tions within 9 months of the end of the period in question if he is
imposing reductions on the States as a result.

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

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

Protection of Patient Funds (Section 21)

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

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

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

nds. |

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

Provision for Flexible Grace Period (8Section 22)

The committee bill modifies present law provisions pertaining to
payment for institutional services after a PSRO has determined that
such-serviees are nol r required. -

Under present law ital and skilled nursing faeility patients
‘who are determined to need no further care in the institution are
allowed an additional 3 days of benefits to give them time to arrange
for their postdischarge eare. It has come to the committee’s attention
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that the mandated 3-da period has sometimes undermined the
effectiveness of the PS&! review effort by unnecessarily delayng
discharges. Therefore, the committee’s bill would reduce the 8-day
period to 1-day where a PSRO is undertaking the review, and permit
the PSRO to authorize up to 2 additional days on a case-by-case
exception basis where the facts in the case indicate that the additional
time is needed to arrange for the necessary postdischarge care.
The amendment would be effective upon enactment.

Prosecution of Civil Fraud by Inspector General (Section 33)

The committee bill authorizes prosecution of civil fraud cases under
the Social Security Act health care programs by the Inspector-Gen-
cral of HEW where U.S. attorneys have not initiated proceedings
within 6 months of formal referral of a case.

The committee believes that strengthened program penalties pro-
vided for under the bill coupled with more intensive anti-fraud eftforts
by both HEW and the Department of Justice should facilitate timely
prosecution of criminal violations. The committee is concerned, how-
ever. that similar intensive efforts must be made to prosecute cases of
civil fraud. Testimony received by the committee indicates that there
is some hesitation in pursuing prosecution of these cases as expedi-
tiously as criminal cases. In 1976, Congress created the Office of the
Inspector General in the Department of Health, Education, and Wel-
fare. The Inspector General was required to establish within his office
a unit with specific responsibility for antifraud and antiabuse activities
relating to health care financing programs. The Inspector General
was not, however, empowered to prosecute. The committee bill would
authorize the Inspector General to prosecute, under certain circum-
<tances, civil fraud cases relating to health programs authorized under
the Social Security Act in order to facilitate the timely disposition
of these cases. S?eciﬁcally, the Inspector General would be permitted
to prosecute such cases if the Justice Department has not initiated
formal legal action within 6 months of a formal referral to it by
HEW of an alleged fraud case.

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

The amendment would be effective upon enactment.
l'tilization Review Demonstration Projects (Section 24)

The bill authorizes the establishment of demonstration projects in
States which currentlv have a medicaid hospital onsite evaluation
svstem for the purpose of evaluating the effectiveness of PSRO reviews
compared to alternative State review methods.

During consideration of the bill, questions were raised concerning
the comparative impact of PSRO review versus that of existing State
onsite hospital review systems; Accordingly. the committee bill author-
izes the Secretary to provide for the establishment of demonstration
projects in States which had operating onsite State evaluation systems
in place on Au 5, 1977, and which make application to the Secre-
tary prior to May 1, 1978. The purpose of the projects will be to

&

evaluate the effectiveness, both in terms of the quality and appropriate-
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ness of medical care as well as the impact on State budgets, of PSRO
hospital review compared to alternative State hospital review s .
Demonstration projects shall be conducted in PSRO areas which are
representative of a State’s medicaid population and comprise a sig-
nificant proportion of medicaid patient days. Services provided to
medicare patients in project areas will be subject to PSRO review.

The committee billp requires the Secretary to select an independent
organization to establish the study design of the demonstration project
as well as to monitor, evaluate, and report on the study’s findi he
study design shall provide that each hospital in a project area shall be
designatedggs subject to either PSRO review or alternative State re-
view. To the extent feasible, the selection of facilities shall insure a
comparability of institutions and patients in each category. Approxi-
mately half of the medicaid patient load in each demonstration area

but in different hospitals) shall be subject to PSRO review while half
shall be subject to the alternative State review system. The independent
organization is required to maintain an ongoing monitoring role and
to evaluate the effectiveness of each review system. Criteria used for
evaluation shall include but not be limited to quality, appropriateness
and availability of patient care, as well as changes in total patient days,
numbers and types of services provided, and operating costs. The study
design shall further insure that any changes in the number of provid-
ers, availability of beds, or other factors that could affect the statistical
validity of the project shall be taken into account.

The committee bill provides that an approved demonstration proj-
ect shall ordinarily run for 2 years following acceptance of the study
design by the Secretary. The committee expects that any demonstra-
tion projects conducted under this authority shall run concurrently.
The bill requires the Secretary to submit to the Senate Committee on
Finance and the House Committees on Ways and Means and Interstate
and Foreign Commerce an interim report at the end of the first full
year of operation. The Secretary is required to submit a final report
to these committees within 3 monthsr:? the completion of the demon-
stration projects. The reports shall contain the findings of the inde-
pendent organization selected to monitor the project together with
the Secretary’s comments and recommendations. The committee bill
provides that review costs in demonstration areas shall be funded as
provided for under current law. Approved PSRO review costs will
be fully federally funded while review costs of State review programs
will be matched at the rate applicable for administrative costs under
State medicaid p . Both State review and PSRO decisions shall
be considered conclusive for purposes of payment for the group of
hospitals they are responsible for reviewing as part of the demonstra-
tion project. The Secretary may, however, suspend for good cause
either the State’s or PSRQO’s conclusive determination authority. The
committee bill further requires that PSRO areas in a State partici-
pating in a demonstration project but which themselves are not part
of the project shall proceed to implement PSRO review requirements
in a timely fashion. The committee ex that in such areas, good-
faith efforts will be made to encourage the development and operation
of PSRO review systems. |
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Payment for Certain Heospital Servioss Provided m Veterans’ Ad-
minsstration Hospitals (Section £5) |

The bill would authorise, under certain circumstances, reimburse-
ment to a Veterans’ Administration hospital for care provided to a
nonveteran medicare beneficiary.

Under current law, medicare payments cannot be made to a Federal
provider of services. The committee has learned of a limited number
of cases where care was provided in a VA hospital on the assumption
that the medicare beneficiary was also an eligible veteran. However,
such individual was su uentlgo determined not to be entitled to
care in the VA hospital and was
provided.

The committee bill amends current law to permit reimbursement
to a Veterans’ Administration hospital for care provided to a medicare
beneficiary under certain limited circumstances. Specifically, the indi-
vidual must not have been entitled to have services furnished free of
charge by & VA hospital but upon admission there must have been the
reasonable belief on the part of the admitting authorities that he was
entitled to have such services furnished to him. Further both the
admitting authorities and the individual must have acted in good
faith. The VA hospital must have discontinued furnishing such
services on the day the authorities first become aware that the indi-
vidual was not entitled to have services furnished free of charge, or,
if later, on the first day it was medically feasible to discharge him or
transfer him to a hospital participating under medicare.

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

The amendment made by this section would be applicable in the
cas7,e of inpatient hospital services furnished on and after July 1,
1974.

Hospital Insurance for Individuals, Age 60 Through 64, Who Are
Entitled to Benefits Under Section 202 or Who are Spouses of
Individuals E'ntitled to Health Insurance (Section £26)

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

The committee is concerned that many social security and railroad
retirement cash beneficiaries aged 60-64 and spouses aged 60-64 of
medicare beneficiaries find it difficult to obtain -adequate private
health insurance at a rate which they can afford. Frequently these
older persons—retired workers, wives, husbands, widows, widowers,
mothers, parents, brothers and sisters, for example—have been dépend-
ent for health insurance ﬁrotbcﬁo'n on their own group coverage or
that of a related worker who is now retired or deceased. ft is a difficult
task for such older ‘persons to secure comparable protection at afford-
able cost when they are not connected wit_.ﬁ the labor force.

The bill therefore includes a provision which would make medicare

protection (both part A and part B) available on an optiorel basis at

rced to assume the costs of the care

890-010—77——7
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cost to spouses aged 60-64 of medicare beneficiaries; others aged 60-64
who are entitled to retirement, wife’s, husband’s, widow’s, widower’s,
mother’s, or parent’s, under social security and the railroad retirement
programs; and disability beneficiaries aged 60-64 not otherwise eli-
gible for medicare because they have not been entitled to cash dis-
ability benefits for 24 months, the availability of medicare protection
wouk; be limited to persons aged 60-64 because the committee believes
that people under age 60 who are not disabled generally have rela-
tively little difficulty in obtaining private health insurance. :

Persons who elect to avail themselves of medicare protection under
this provision would pay the full cost of such protection. Enrollees
would pay a monthly part A premium based upon the estimated cost of
hospital insurance protection for persons eligible to enroll plus
amounts sufficient to cover administrative nses and underwriting
losses or gains, if any; such premium woule:%: equal to the premium
charged to others eligible to enroll under part A until July 1, 1979. and
would be adjusted for each 12-month period thereafter to reflect both
the experience of the group and any ch in costs.

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

he bill would require, as the law now requires for making medicare
rotection available to uninsured persons aged 656 and over, that in or-
er for persons to be eligible to enroll for hospital insurance they must
be enrolled for supplementary medical insurance. If a person termi-
nates his supplementary medical insurance, his hospital insurance cov-
erage under this provision would be automatically terminated effective
the same date as his supplementary medical insurance termination. The
committee believes that such a restriction is necessary to reduce the pos-
sibility of excessive utilization of the more expensive hospital insur-
ance coverage as might occur if an individual were enrolled for hos-
pital insurance (covering primarily institutional care) but not for
supplementary medical insurance (covering primarily outpatient
care).

Coverage would be initially available as of April 1, 1978, to enrolled
eligible persons.

T'reatment of Professional Standards Review Organizations for Pur-
poses of Internal Revenue Code (Section £7)

The committee bill amends the Internal Revenue Code to specifically
include PSRO’s as organizations eligible for section 501(c) (3) tax
status.

Current law does not specify the tax status for PSRO’s. Since the
inception of the program, PSRQO’s have been engaged in a discussion
with the Internal Revenue Service concerning whether they should
be placed in a 501(c)(3) or a 501(c)(6) status. Both designations
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apply to tax-exempt nonprofit organizations. The 501(c)(3) status
is conferred on orgamizations engaged in a totally public purpose, such
as & charitable, educational, r:lglous, ecientific or literary endeavor.
The 501 (c) (6) status is assigned to a corporation whose primary pur-
pose is to Emmote the common business/professional interests of its
members. Kor practical purposes only 501(c)(3) organizations are
permitted to receive grants from private foundations. Individuals

ing donations to these organizations may also be entitled to a tax
deduction. Further, a 501(c) (3) designation may also confer addi-
tional local benefits such as lower rents or lower local taxes.

In a recent IRS ruling, several Virginia PSRO’s were informed that
they were to remain designated as 501(c) (6) corporations. The IRS
took the position that one substantial purpose of a PSR() is to serve
the common business interest of members of the medical profession,
Such an entity could not, therefore, be considered as organized and
operated exclusively for charitable purposes as required for section
501(c) (3) designation. A final IRS ruling on the issue reaffirmed the
earlier refusal to gmnt PSRO’s this 501(c)(3) status. Further, it
stated that PSRO’s promote the common business interests of the
medical profession because they minimize public criticism by assuring
that physicians and other health care practitioners do not improperly
utilize health resources and facilities.

The committee shares the concern of PSRO’s over the language of
the IRS ruling. It notes that PSRO’s were mandated by the Social
Security Amendments of 1972 to serve a public purpose. Those activi-
ties which have been construed as promoting physician self-interest
are, in fact, carried out to comply with legislative and contractual
obligations. The committee believes that the language of the IRS
ruling could impede the development of good relationships between
the review groups and the medical community and erode current
physician support.

he committee bill therefore amends the Internal Revenue Code to
specifically include PSRO’s as eligible for section 501(c)(3) tax
status under the Code.
_The amendment would be effective with respect to taxable ycars be-
ginning on or after January 1, 1977.

II1. Costs oF Carryina OQuT THE BiLL

In compliance with section 252(a) of the Legislative Reorganization
Act of 1970, as amended, the following statement is made relative to
the costs to be incurred in carrying out this bill,

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

For obvious reasons, it 1s dlﬁcul t to supply specific or even approxi-
mate dollar amounts of savings. It is certainly fair to say, again ns-
suming reasonable implementation, that cost-savings would far
outweigh any administrative expenses involved. Other nonfraud and
abuse provisions are ne%]hglble in terms of added program costs and,
In addition, are generally offset by cost savi rovisions such as
improved payment procedures for durable t;?hg‘ equipment.
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~In pliance with section 408 of the Congreesional Bu Act
of I%ml)mcto r of the Congreasional Budget Office has itted
the following statement to the committee:

ConaressioNnar. Booaer Orrror,
U.S. Coneress,

Washington, D.C., September 26, 1977.
Hon. RusszLL Lowe, ’ ’

C hairman, Committee on Finanoe,
U.S. Senate, Washington, D.C.

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

The provisions in S. 143 are intended to clarify and extend current
statute in order to facilitate both State and Federal efforts to monitor
and control ible fraud and abuse in the medicare and medicaid
programs. This is accom(Flished in the bill through the expansion both
of legislative powers and sanctions and of the collection and coordina-
tion of relevant information, as well as th h the provision of in-
creased funding to the states to support such activities. Last, as a
means of further reducing costs, the blle‘germits the Secretary of HEW
to require that necessary durable medical equipment be purchased
rather than rented under medicare if it is determined that purchase
would be a less costly alternative.

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

ur review of the bill and the limited information available leads
us to conclude that costs and savinfs would essentially offset each other
during the first couple of years of implementation with some saving:
accrued subsequently. This assessment is based upon the fact that the
eatrly vears would involve both the necessary startup costs and the time
to bring the yarious activities up to a level where their full cost savings
impact would be seen. .., >. . o |

f we can be of further assistance to you in this matter, please feel
free to contact me.

Sincerely,
Avrice M. RrivLiN, Director.

IV, RecuLaToRY IMPACT OF THE B
In compliance with graph 6 of rule XXIX of the Standing
Rules of the Senate, the following is a statement of the regulatory
hn’lEhMOfthebitg; : ) o h bill ' th ‘ bility of th
' The primary thrust of the bi is,w‘strenﬁthen' e capability of the
Government to detect, prosecute &nd punish fraudulent activtl{ies un-
der the medicare and medicaid programs. S
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The bill focuses on six major areas: Increased disclosure of infor-
mation, strengthened penalty sanctions, improvements in the profes-
sional standards review program, administrative reform, and other
medicare and medicaid amendments. _ .

While most provisions will require implementing regulations to in-
form providers, sup&liem, fiscal intermediaries and others of actions
they will have to take, the most significant impact in terms of new
regulatory and reporting requirements relate to those provisions re-
quiring increased disclosure of information. .

Expanded disclosure requirements would apply to medicare pro-
viders and suppliers, of services, which include hos .nt.uls. skilled nurs-
ing facilities, home health agencies, independent clinical lnboratories,
renal disease facilities, health maintenance organizations meeting the

uirements for participation in titles XVIII or XIX, and all entities
(other than individual practitioners or groups of practitioners) that
claim reimbursement for services provided under medicaid. the mater-
nal and child health program, and in the case of health-rclated enti-
ties, the social services program under title XX. In addition, the bill
would require medicare intermediaries and carriers and medicaid fiscal
agents to disclose specified ownership information as a condition of
contract or agreement approval or renewal under titles XVIII and

XIX.
V. VotE oF CoMMITTEE IN REPORTING THE BILL

In compliance with section 133 of the Legizlative Reorganization
Act, as amended, the following statement iz made relative to the vote
of the Committee on reporting the bill. Thix bill was ordered favorably
reported by the Committee by a voice vote.and without objection.

VI. Cnnaxges 1x Existing Law

In compliance with subsection (4) of the XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing 6lx:m' proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in ronan) :

SocIAL SECURITY AcCT, A8 AMENDED

s & ] s L * e

TITLE XI—GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW

] @ ¢ $ $ L
PAarr A—GENERAL Provisions

DEFINITIONS

Skc. 1101. (a) When used in this Act—

(1) The term “State”, except where otherwise provided. includes
the District of Columbia and the Comnionwealth of Puerto Rico, and
when used in titles IV, V. VII, XI, and XIX includes the Virgin
Islands and Guam. Such term when used in title V and in part B of
this title also includes American Samoa and the Trust Territory of the
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Pacific Islands. Such term when used in titles ITI. IX, and XII alco
includes the Virgin Islands. In the case of Puerto Rico, the Virgin
Islands, and Guam, titles I, X, and XIV, and title XV]I, (as in effect
without regard to the amendment made by section 301 of the Social
Security Amendments of 1972) shall continue to apgler, and the term
“States” when used in such titles (but not in title XVI as in effect

t to such amendment after December 31, 1973) includes Puerto
E:'co, the Virgin Islands, and Guam.

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

whered

YA—) two or more health care practitioners practice their pro-
fessions at a common physical location;

(B) such practitioners share (i) common waiting areas, exam-
ining rooms, ;’fmatxm(ont rooms, or other space, (it) the services of
supporting staff, or (itt) equipment;

z(,’6)') such practitioners have a person (who may himself be a
practitioner)—

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

(#2) who makes available to such practitioners the services
of supporting staff who are not employees of such pract:-

tioners; and
who i compensated in whole or in part, for the use of such com-
mon physical location or support services ining thereto, on

a basis related to amounts charged or collected for the services
rendered or ordered at such location or on any basis clearly un-
related to the valus of the services provided by the person; and

D) at least one of such practitioners received payments on
a fee-for-service basis under titles V, XVII1, andp:lYIX in an
amount ewoceeding 85,000 for any one month during the preceding
12 months, or in an aggregate amount exceeding $40,000 during
the preceding 12 months;

except that such term does not include a provider of services (as
defi tn section 1861(u) of this Act). a health maintenance orga-
nization (as defined in section 1301 of the Public Health Services Act),
a hospital cooperative shared servioes organization meeting the re-
quirements of section 501(¢) of the Internal Revenue Code of 195).
or any public entity. | |

& ® L  J L J L L

UNIFORM REPORTING SYSTEMS FOR HEALTH SERVICES FACILITIES
AND ORGANIZATIONS

Sec. 1121. (a) For the purposes of reporting the cost of services
provided by, of planning, and of measuring and comparing the effi-
ciency of and effective use of services in, hospitals, skilled nursing
focilities, intermediate care facilities, home health agencies, Realth
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maintenance organizations. and other types of health services facilities
and organisations to which payment may be made under this Aot, the
Secretary shall establish by regulation, for each such type of health
services faoility or orgamisation, a uniform system for the reporting
by a facility or organizsation of that type of the following information.:

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

(8) The costs and volume of services for various functional
accounts and subaccounts.

3) Rates, by category of patient and class of purchaser.

54) Capital assets, as defined by the Secretary, inoluding: (as
appropriate) capital funds, debt service, lease agreements used
in lieu of capital funds, and the value of land, facilities, and

1 nt

cquipment.
(6) Discharge and bill data.

The uniform reporting (Z’tm for a type of health services facility or
organisation shall ide for appropriate variation in the application
of the system to different classes of facilities or organizations within
that type and shall be established, to the extent practicable, consistent
with the cooperative system for producing comparable and uniform
Aealth information and statistics described im section 306 (e) (1) of
the Public Health Service Act. However, hospitals shall employ the
chart of accounts, definitions, principles, and statistics, preseribed by
the Secretary. in » to reach a uniform reconciliation of financial
and statistical data for specified uniform reports to be provided to the
Secretary.

(b) The Secretary shall—

(1) monitor the operation of the systems established under
subsection (a); |

(2) assiat «rith and support demonstrotion. and evaluntiona
of the effectiveness and cost of the operation of such systems and
encourage State adoption of such systems; and

(8) periodically revise such systems to improve their effcctive-
ness and diminish their cost. \

(¢) The Secretary shall proride information obtained through use
of the uniform reporting system described in subsection ( af in a
usz{ul manner. and format to appropriate agencies and organizations,
including health systems agencies (designated under section 1515 of
the Public Health Service Act) and State health planning and devel-
opment agencies (designated under section 1521 of such Act), as may
be necessary to carry out such agencies’ and organizations® functiona.

DISCLOSTURE OF OWNERBHIP AND RELATED INFORMATION

Sa'g..‘II%. ( % 1 }wft'he %atg‘etc;zy shall by regu‘l;tion or by contract
proveston provide that each disclosing entity (as defined in para R
w)“’m]_pm ,. ng entity (as define graph

(A) as a condition of the disclosing entity’s participation in,
or certification or recertification under, any of the programs es-
tablished by titles V.XTIII.XIX.and XX, or

(B) as a condition for the approval or renewal of a contrarct
or agreement between the disclosing entity and the Secretary or
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the w{propnate State under any of the programs es-
tablished under titles V?&V 1, XIX, and XX,
supply the Secretary or the a priate State agency with full and
com’q’;Zte z'nfmnata'wrz as to theﬁ%?ztz’ty of each person with an owner-
ship or control interest (as defined in paragraph (3)) in the entity.
2) As used in this section, the term “disclosing entity” means an
entity which is—

(A4) a provider nojeservicea (as defined in section 1861 (u), other
;2.23 a fund), an independent clinical laboratory, or a renal diseass

(B)yén entity (other than an individual practitioner or group
of practitioners) that furnishes, or arranges for the furnishing
of, ttems or services with respect to which payment may be claimed
by the entity under any plan or program established nt to
title V or under a State plan approved under title X1X ;

(C) a carrier or other agency or organization that iz acting as a
fisoal intermediary or agent with respect to one or more ders
of services (for purposes of part A or part B of title XVIII, or
both, or for purposes of a State plan approved under title X1X)
pursuant to (1) an agreement under section 1816, (it) a contract
uner gection 1848, or (it1) an agreement with a single State agency
administering or supervising the administration of a State plan
approved under title X1 X ;

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

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

(3) As used in this section, the term “person writh an owcnership or
control interest” means, with respect to an entity, a person who—

(4) (2) has directly or indirectly (as determined by the Secre-

in regulations) as ownership interest of 5 per centum or more
in the entity; or

(#2) i3 the owomer (in whole or in part) of an interest of 5 per
centum or more in any mortgage, deed of trust, note, or other 0b-
ligation secured. (in whole or in part) by the entity or any of the

proﬁerty or assets thereof, or
(B) 18 an officer or director of the entity, if the entity is or-
ganiged as a corporation; or

(C) s a partner in the entity, if the entity is organized as a
artnership.

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

(¢) A provider disclosing entity shall also include in the information
supplied under subsection (a) (1) full and complete information as to
the identity of each person with an ownership or control interest in
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any subcontractor (as de by the Secretary in regulutions) n
which the provider directly or indirectly has a b per centum or more
ownership interest.

ISSUANCE OF SUBPENAS BY OCOMPTROLLER GENERAL

Sec. 1125. (a) For the purpose of an%eaudit, tnvestigation, evamina-
tion, analysis, review, evaluation, or other function authorized by law
with respect to any program authorized under this Act, the Comp-
troller Gencral of the United States shall have power to sign and issue
subpenas to any person requiring the production of any pertinent
books, records, documents, or other information. Subpenas so issued by
the Comptroller General shall be served by anyone authorieed by him
(1) by delivering a copy thereof to the person named therein, or (’;:})
dy registered mail or by certified mail addressed to such person at his
last dwelling place or principal place of business. A verified rcturn by
the person 8o serving the subpena setting éarth the manner of service,
or, in the case of service by registered mail or by certified mail, the re-
turn post office receipt therefor signed by the person so served, shall be
Proo o{ service. .

(0) In case of contumacy by, or refusal to obey a subpena issued
pursuant to subsection (a) of this section and duly served upon, any
person. any district court of the United States for the judicial district
in which such person charged ith contumacy or refusal to obey s
found or resides or transacts business, upon application by the Comp-
troller General, shall have jurisdiction to issue an order requiring such
person to produce the books, records, documents, or other information
sought by the subpena; and any failure to obey such order of the court
may be punished by the court as a contemg)t thereof. In proceedings
brought under this subsection, the Comptroller General shall be repre-
sented by attorneys employed in the G}e)'rwral Accounting Office or by
counsel whom he may employ without regard to the provisions of title
5, United States Code, govcrning appointments i the competitive
scrrice, and the provisions olglchapter 51 and subchapters I1] and VI
of chapter 53 of such title relating to classification and General Sched-
ule pay rates.

DISCLOSURE BY INRTITUTIONS, ORGANIZATIONS, AND AGENCIES OF OWNERRS
AND CERTAIN OTHER INDIVIDUALS WHO HAVE BEEN CONVIOTED OF
CERTAIN OFFENBSES

Skc. 1196. (a) As a condition of participation in or certification or
recertification under the programs established by titles XVIII, XIX,
and XX, any Iw%’ltal, nursing facility, or other institution, organiza-
tion, or agengy shall be required to disclose to the Secretary or to the
appropriate State agency the name of any person who—

(71) has a direct or indirect ownership or control interest of &
percent or more in such institution, organization, or agency or is
an officer, director, agent, or managing employee (as defined in
subsection (b)) of such institution, organization, or agency, and

(2) has been convicted (on or after the date of the enactment of
this section, or within such period prior to that date as the Secre-
tary shall specify in regulations) of a eriminal offense related to
the involvement of such person in any of such programs.
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The Seore or the priate State agefw% shall promptly notify
the Immwmmazvﬁohe Department of Health, Education, and
Welfare of the receipt from any institution, organisation, or agency
of any application or request for such participation, certification, or
recertification which discloses the name of mmh person, and shall
notify the Inspector General of the action n with respect to such

- application or regquest.

(3) For the purposes of this section, the term “managing employee”
means, with respect to an instibtution, organization, or agency, an tndi-
vidual, including a general manager, business manager, admznistrator,
and director, who exercises operational or managerwal control over the
institution, organization, or agency, or who directly or indirectly con-
ducts the day-to-day operations of the institution, organieation, or
agency.

g Parr B—PRoFESSIONAL STANDARDS REVIEW

® ® * L » * ®
DESIGNATION OF PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

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

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

view Organization, or, subject to subsection (¢)[(1)]}(Z).

*® * ] * *

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan whick shall be de-
veloped and submitted [to him] by the association, agency, or
organization in accordance with subsection (k) (as well as on the
basis of other relevant data and information). finds to be willing
to perform and capable of performing. in an effective, timely. and
objective manner and at reasonable cost, the duties, functions,
and activities of a Professional Standards Review Organization
required by or pursuant to this part.

* * * * s . .
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[(e) In order to avoid duplication of functions and unnecessary
review and control activities, the Secretary is authorized to waive any
or all of the review, certification, or similar activities otherwise re-

uired under or % ursuant to any provision of this Act (other than
this part) where he finds, on the basis of substantial evidence of the
vﬁ'ectlv "gerformance of review and control activities by Professional
Standards Review Organisations, that the review, certification, and
similar activities otherwise so required are not needed for the pro-
vision of adequate review and control. ;,

(¢) Where the Secretary finds a Professional Standards Review
Organisation (whether designated on a conditional basis or other-
wise) to be competent to perform review responsibilities, the review,
certifioation, and similar activities otherwise ired pursuant to
provisions of this Act (other thavn tlm part) & not be applicadle
wath ot to those rs and praotitioners being

by such Pro e.monal 8 Remew Organisation, ex-

cept to the emtent speaified by the Semtarg/ Nothi czg in the preoadmg
sentence shall be construed as rendering inapplicable any pro

of this Act wherein requirements with respect to oondztwm for eh—

gidility to or mafa;wunt of bem fits (as distinct from reviews and cer-

tzﬁcatwm e with respect to determinations of the kind made pur-

suant to paragraplu (1) and (2) of section 1155 (a) ) must be satisfied.

(R) ;1} Durmg the developme nt and ration by an organiza-
tion of its formal plan under subsection (’M wf axny modification
of such plan to include review of services in slczll nursing faoilities
(as deﬂrwd tn section 1861(j)) or intermediate care facilities (as de-
fined n seotion 1905(c)) or review of ambulatory care services, the
organisation shall t with the single State ag responsible for
admanistering or supervising the admmzatmtzon of Z State plan ap-
gro‘ued under title XI1X for the State in which the orgamization 18

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

(8) The Seorck:g , Defore maki tlw findings described in subsec-
twn (b) (&) oraf mg regardmg orgamization’s capability to per-
form review of such services (as the case may be), shall consider any
such comments submitted to him by such Governor before the end of
the thirty-day period begimning on tlw date of submission of the plan
or of any such modification (as the case may be).

(4) If, after suoh comments, the Secretary intends to
make 8 which are adverse to such commwnta the Secretary shall
provide the Governor making such comments with the opportun zty to

submzt additional evidence and comments on such intended
during a period of not less than thirty days ending before the ﬁmdmga
become effective.

* s * * . L I .

TRIAL PERIOD FOR PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

Sec. 1154. (a) * * *
(b) During any such trial period (which may not exceed [24] 48
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months excep? as provided in subsection (c)), the Secretary may re-
quire a Professional Standards Review Organization to perform, in
addition to review of health care services provided by or in institu-
tions, only such of the duties and functions required under this part
of Professional Standards Review Organization as he determines such
organization to be capable of performing. The number and type of
such duties shall, during the trial period, be progressively increased
as the organization becomes capabﬁeof added responsibility so that,
by the end of such period, such organization shall be considered a
qualified organization only if the Secretary finds that it is substantially
carrying out in a satisfactory manner, the activities and functions re-
quired of Professional Standards Review Organizations under this
part with respect to the review of health care services provided or
ordered by physicians and other practitioners and institutional and
other health care facilities, agencies, and organizations. Any of such
duties and functions not performed by such organization during such
period shall be performed in the manner and to the extent otherwise
provided for under law.

(¢) If the Secretary finds that an organization designated under
subsection (a) has been wnable to perform satisfactorily all of the
dutics and functions required under this part for reasons beyond the
organization’s control. he may extend wc{ organization's trial period
for an additional period not exceeding twenty-four months.

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

(&) In determining wchether an organization designated on a condi-
tional basis as the Professional Standards Review Organization for
any area 12 substantially corrying out its duties in a satisfactory man-
ner and should be conzidered a qualified organigation. the Secretary
shall follow the procedurez specified in section 1152(h) (concerning
the Seceretary’s consideration of comments of the Governor of the
State in which the organization is located).

DUTIES AND FUNCTIONS OF PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS

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

(A) such services and items are or were medically necessary;
(B) the qualitv of such services meets professionally recog-
nized standards of health care; and
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(C) in case such services and items are proposed to be pro-
vided in a hospital or other health care facility on an inpatient
basis, such services and items could, consistent with the provision
of appropriate medical care, be effectively provided on an out-

atient basis or more economically in an inpatient health care
gacility of a different type.

L | ® * L ®

(5) Physicians assigned responsibility for the review of hospital
care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro-
fessional Standards Review Organization. [and (except as may be
otherwise provided under subsection (e) (11) of this section) such phy-
sicians ordinarily should not be responsible for, but may qarticx ate
in the review of care and services provided in any hospital in which
such plgsicians have active staff privileges.]

(6) No physician shall be permitted to review—

(A) health care services provided to a s)atient if he was di-
rectly [or indirectly involved in} responsidle for providing such
services, or

(B) health care services provided in or by an institution, or-
ganization, or agency, if he or any member of his family has,
directly or indirectly, [any] a significant financial interest in
such institution, organization, or agency.

For purposes of this paragraph, a physician’s family includes only his
spouse (other than a spouse who is legally separated from him under
a decree of divorce or separate maintenance), children (ircluding
legally adopted children), grandchildren, parents, and grandparents.

(7) A Professional Standards Review Orgamization located in a
State has the function and duty to assume responsibility for the review
under paragraph (1) of professional activities in intermediate care
facilities (as defined in section 1905(c)) and in public institutions for
the mentally retarded (described in section 1905(d) (1)) only if the
Secretary finds, on the basis of such documentation as he may require
from the State, that the single State agency which administers or
supervises the administration of the State plan approved under title
XIX for that State is not performing effective review of the quality
and mecessity of health care services provided in such facilities and
institutions, except that the provisions of this paragraph shall not ap-
ply with respect to an intermediate care facility which is also a skilled
nursing facility (as defined in section 1861(7)).

L L % * * » *®

(e) (1) Each Professional Standards Review Organization shall
utilize the services of, and accept the findings of, the review com-
mittees of a hospital (including any skilled nursing facility. as de-
fined in zection 1861(5), or intermediate care facility, as defined in
section 1905 (c) , which is also a part of such hospital) or other operat-
Ing health care facility or organization (other than a skilled nursing
facility which is not a part of a hospital) located in the area served
by such organization, but only when and only to the extent and only
for such time that such committees in such hospital or other operat-
Ing health care facility or organization have demonstrated to the sat-
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isfaction of such organization their capacity effectively and in timel
fashion to review activities in such hospital or other operating healt
care facility or nization (including the medical necessity of ad-
missions, types and extent of services ordered, and lengths of stay) so
as to aid in accomplishing the purposees and responsibilities described
in subsection (a) (1), except where the Secretary disapproves, for good

cause, such acceptance.
L L e L s ] ®
gf)(l) * s
2) Any such agreement with an organization under this part shall

provide that the Secretary make payments to such organization, #n a
manner similar to that promdedp f?f under section 1816(c), ;qual

to the amount of expenses reasonably and necessarily incurred, as
determined by the Secretary, by such organization in earrying out or
preparing to carry out the duties and functions required by such
agreement,

(3) Any such agreement with an organization under this part may
be in the form of a grant or an assistance agreement.

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

( ﬁ ;.i,- ﬁgwn a Profess: Standards Reviev Organization
(whet ignated on a conditional basis or otherwise) requests re-
view res tlity with respect to services furnished in shared health
facilities, the Secretary We priority to such request, with the
highest priority being assigned to requests organizations located
in areas with substantial numbers of s health faoilities.

(2) The Secretary shall nzuim any Professt Standards Review
Organisation whioh is capable of exercising review responsibility with
respect to ambulatory care services to perform review responsidbility
with respect to such services on and after a date not later than two
years after the date the organisation has been desi as a Pro-
fessionul Standards Review Organisation (other than under section
1164), but any such designated Professional Standards Review Or-
ganization may be approved to perform such review responsibility
at any earlier time if such organization gpliea for, and iz found ca-
pable of exercizsing, such responsibility. However, the Secretary may
not require such an organization to perform such review responsi-
bility prior to the date the organisation is designated as a Professional
Standards Review Organication (other than under section 1164).

SuBMIssioN or REPORTS BY PROFESSION AL STANDARDS REVIEW
ORGANIZATIONS |

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

RBQUIREMENT OF REVIEW ArPROVAL A8 CONDITION OF PAYMENT OF
CrLAIMS

Skc. 1158. (a) Except as provided for in section 1159 and subsection
(d), no Federal funds appropriated under any title of this Act (other
than title V) for the provision of health care services or items shall
be used (directly or indirectly) for the payment, under such title or
any program established pursuant thereto, of any claim for the provi-
sion of such services or items, unless the Secretary, pursuant to regula-
tion determines that the claimant is without fault 1f—

1) the provision of such services or items is subject to review
under this part by any Professional Standards Review Organiza-
tion, or other agency; and

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

L J $ & * L .

(¢) Where a Professional Standards Review Organization (whether
designated on a conditional basis or otherwise) has been found com-
petent by the Secretary to assume review responsibility with respect
to .speciﬁz types of health care services or specified providers or prac-
titioners of such services and is performing such reviews, determina-
tions made pursuant to paragraphs (1) a:g (2) of section 1156(a) 1n
connection with such reviews shall constitute the conclusive determina-
tion on those issucs (subject to sections 1159, 117ﬁa) (1) and
171(2)(3)) for es of payment under this Act, and no reviews
with respect to those determinations shall be conducted, for purposes
of payment, by agencies and organizations which are parties to agree-
ments entered into by the Secretary pursuant to section 1816, carriers
which are parties to contracts entered into by the Secretary pursuant
to section 188, or single State agencies administering or supervising
the administration of State plans approved under title X1X.

(d) In any case in which a Professional Standards Review Orga-
nization disapproves (under subsection (a)) of inpatient hospital serv-
wes or post-hospital extended care services, payment may be made for
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such services furnished before the second day a{ter the on whick
the provider received notice of such disapproval, or, if such organiza-
tion determines that more time is required in order to arrange post-
discharge care, payment may be made for such services furnished be-
fore the ({"om'tk day after the day on which the provider received notice
of such disapproval.

OBLIGATIONS OF HEALTH CARE PRACTITIONERS AND PROVIDERS OF HEALTH
CARE SERVICES; BANCTIONS AND PENALTIES; HEARINGS AND REVIEW

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

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

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

NATIONAL PROFESSIONAL STANDARDS REVIEW COUNCIL

Sec. 1163. (a) (1) There shall be established a National Profes-
sional Standards Review Council (hereinafter in this section referred
to as the “Council”) which shall consist of eleven physicians, not
otherwise in the employ of the United States, appointed by the Secre-
tary without regard to the provisions of title 5. United States Code,
governing agepointments in the competitive service.

(2) Members of the Council shall be appointed for a term of three
years [and shall be eligible for reappointment}, ezcept that of the
members appointed in 1977, four shall be appointed for a term of only
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two years, and three for a term of only one year. Members of the Coun-
cil Jall be eligible for reappoinbment.
¢ L & L * * e
[(f) The National Professional Standards Review Council shall
from time to time, but not less often than annually, submit to the
Secretary and to the Conffnress a report on its activities and shall in-
clude in such report the findings of its studies and investigations to-
gether with any recommendations it may have with respect to the
more effective accomplishment of the purposes and objectives of this
part. Such report shall also contain comparative data indicating the
results of review activities, conducted pursuant to this part, in each
State and in each of the various areas thereof.]
[  J  J L & ¢ -

PROIHIBITION AGAINST DISCLOSURE OF INFORMATION

Sko. 1166. (a) Any data or information acquired by any Profes-
sional Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to any person except (1) to the extent that may be necessary to carry
out the purposes of this part for (2)}, (2) in such cases and under
such circumstances as the Secretary shall by regulations provide to
assure adequate protection of the rights and interests of patients,
health care practitioners, or providers of health care, or (8) in accord-
ance with subsection (b).

(b) A Professional Standards Rerview Organization shall provide,
in accordance with procedures established by the Secretary, data and
information—

(1) to assist Federal and State agencies recognized by the Sec-
retary as having responsibility {or tdentifying and investigating
cascs or patterns of fraud or abuse, which data and information
shall be provided by such Organization to such agencies at the
request of such agencies at the discretion of such Organization
og,uihe basis of its findings with respect to evidence of fraud or
abuse; .

(2) to assist the Secretary, and such Federal and State agencies
recognized by the Secretary as having health planning or related
responsibilities under Federal or State law (including health sys-
tems agencies and State health planning and development agen-
cies), in carrying out appropriate health care planning and related
activities, which data and information shall be provided in such
format and manner as may be prescribed by the Secretary or
agreed upon by the responsible Federal and State agencies and
such Organization, and shall be in the form of aggregate statis-
tical data (without identifying any individual) on a geographic,
institutional, or other basis reflecting the volume and frequency
of services furnished, as well a3 the demographic characteristics
of the population subject to review by such Organization.

The penalty frovided in subsection (c) shall not apply to the disclo-
sure of any data and information received under this subsection, ex-
ocept that such penalty shall apply to the disclosure (by the agency re-
oceiving such data and information) of any such data and information
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described in paragraph (1) unless such disclosure is made in a judicial,
administrative, or other formal legal proceeding resuliing from an
a'megtigatm conducted by the agency receiving the data and tnfor-
maton;
2’5) by inserting after subsection (c) (as so redesignated) the
a[o ing new subsection:

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

LIMITATION ON LIABILITY FOR PERSONS PROVIDING INFORMATION, AND
FOR MEMBERS AND EMPLOYEES OF PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS AND BSTATEWIDE PROFESSIONAL STANDARDS REVILEW
OOUNCILS, AND FOR HEALTH CARE PRACTITIONERS AND PROVIDERS

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

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

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

(b) (1) No individual who, as a member or employee of any Pro-
fessional Standards Review Organization or ;Js{lany Statewide Profes-
sional Standards Review C'omws or who furnishes professional counsel
or services to such organization or council, shall be held by reason of
the performance by him of any duty, function, or activity authorized
or required of Professional Standards Review Organizations or of
Statewide Professional Standards Review Cowncils under this part.
to have violated any criminal law, (or to be civilly liable under any
law, of the United States or of any State (or political subdivision
‘the(t;)(’f'l)‘h provided he ht;s exercisedh ‘(lle)casl!;e'll : "

e provisions of paragra all not a with res
to any action taken by any indixlr)idual if such indlgi)d}t,ml, in tal?iictg
such action, was motivated by malice toward any person affected by
such action,
® ¢ ] ] L ] L

(d) The Secratary shall make payment to a Professional Standards
Review Organization, whether conditionally designated or ifled,
or to any member or employee thereof, or to any person who hes
legal counsel or services to such organization, in an amount equal to
the reasonable amownt of the expenses incurred, as determined by the
Secretary, in conmection with the defense of any suit, action, or pro-
ceedeng b’zugh; against a}wh o:-zqamemn mambfer o,:' om re-
lated to the performance of any duty or function of such orgenization,
member, or employee (as described wn section 1155).
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AUTHORIZATION FOR USE OF CERTAIN FUNDE TO ADMINISTER THE
PROVISIONS OF THIS PART

Skc. 1168. nses incurred in the administration of this part
shall be payable —
a) funds in the Federal Hospital Insurance Trust Fund;
gb funds in the Federal Supplementary Mecdical Insurance
Trust Fund; and o
(c) funds appropriated to carry out the health care provisions
of the several titles of this Act:

in such amounts from each of the sources of funds (referred to in sub-
sections (a). (b), and (c)) as the Secretary shall deem to be fair and

uitable after taking into consideration the costs attributable to the
administration of this part with respect to each of such plans and
programs. The Secretary shall make such transfers of moneys between
the funds, referred to in clauses (a), (b) and (c) of the preceding
sentence, as may be appropriate to settle accounts between them in
cases where expenses properly payable from the funds described in
one such clause have been paid from funds described in another of
such clauses. The Secretary shall make payments to Professional
Standards Review Organisdiom (whether des: ed on a cond:i-
tional basis or otherwise) from funds described in the first sentence
of this section (without any requirement for the contribution of funds
by any State or political subdivision thereof) for empenses incurred
in the performance of duties by such Organizations.

L ® . ® L L

MEMORANDUMS OF UNDERSTANDING; FEDERAL-STATE RELATIONS
GENERALLY

Sxc. 1171. (a) (1) Eacept as provided wn par k (2), no deter-
mination made by a Professional Stondards c:gw Organization
pursuant to p%mplu (1) and () of section 1156(a) in connection
with reviews s constitute conclusive determinations under section
1158(c) for purposes of payment under title X1X, unless such organi-
zation has entesed into @ memorandum of understanding, approved by
the.Secretary, with the single State agency responsible for adminis-
tering or supervising the administration of the State plan ap ed
under title XIX for the State in which the organisation is goated
(Rereinafier in this section referred to as the “State agency”) for the
purpose of delineating the relationship betweon the organisation and
the State agency and of providing for the ewchange Wdata or infor-
mation, administrative procedures, coordination mechanisms, and mod-
ification of the memorandum at any time that additional responsibility
for review by the organization is authoriced by the Secretary.

(8) The requirement of pm'agur:iph (1) be waived by the Sec-
retary if (A) the State agency indicates to Secretary that it does
not 1wesh to enter info a memorandum of understanding with the or-
,z%xndz;wolwdz zZtre (B) thg Secritary finds that the State agency

fused to nego mn good faith or in a ti manner wi.
organieation tnvolved. good f mely with the
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(b) (1) The State agency may request a Professional Standards
Review Orgomization which is entering into such @ memorandum of
understending with the agency to include in the memorandum a s
tfication of review goals or methods (additional to any such g or
methods contained in the organization’s formal plan) for the perform-
ance of the organization’s duties and functions under this part.

(2) If the agency and the organization cannot reach agreement re-
garding the inclusion of any such requested specification, the Secre-
tary shall review such specification and shall require that the speciﬂca-
tion be included in the memorandum if the Secretary determines that
such specification of goals or methods (A) is consistent with the func-
tions of the organization under this part and with the provisions of
title XIX and the State’s plan approved under such title, and (B)
does not seriously impact on the effectivencss and uniformity of the
organization’s rcview of health care services paid for under title
XVIII and title XI1X of this Act.

(¢) Notwithstanding any other provision of this Act, the State
agency may contract with any Professional Standards Review Organi-
zation located in the State for the performance of review responsibili-
ties in addition to those performed pursuant to this part (and the cost
of performance of such additional responsibilities 18 resmbursadle as
an expense (;‘_f téw State agenfcy umlil('r section I!)&?(a) ) if—

(1) the State age ormally requests t ormance of such
additional mapo-nsz'l::"l?ﬁes, and e perf f

(2) the performance of such additional responsibilities is not in-
consistent with this part and is provided for in an amendment to
thc) ‘is’tate’s plan which is approved by the Secretary under title

(d) (1) Fach State agency may monitor the performance of review
responsibilities by Professional Standards Review Organizations lo-
cated within the State, in accordance with a State monitoring plan
which is developed after review and comment by such organisations
and is approved by the Secretary. T he costs of activities of the State
agency under and in accordance with such are reimbursable as
an expense of the State agency under section 1903 (a).

(2) A monitoring plan developed and approved under paragraph
(1) may include a specification of performance criteria for judging the
effectiveness of the review performance of the Professional Standards
Reriein Organizations. If ti: Ntate agency and the Professional Stand-
ards Review Organizations connot reach agreement regarding such
eriteria, the Secretary shall assist the agency and organizations in re-
solving the matters in dispute.

(3)(A) Whenever a State agency monitoring the performance of
review responsibilities by a Professional Standards Review Organiza-
tion under a plan developed and approved under paragraph (1) sub-
mits to the Secretary reasonable documentation that the review deter-
minations of such organization have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and
on the 18y of care received by individuals under the State’s plan

.approved under such title, and requests the Secretary to act, the Sec-
retary shall, within thirty days from the date of reccipt of the docu-
_.mentation, make a determination as to the reasonableness of the allega-
_tion by the State agency. If the Secretary determines that the review
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determinations of such organization have caused an unreasonable and
detyimental impaot on total State espenditures under title XIX and
on the quality of care received by individuals under the State’s plan
approved uml’r such title, he may immediately suspend such organiza-
tion’s authority in whole or in part under section 1168(r) to make
conclusive determinations for purposes of payment under title XI1.X

(and he may suspend such authority for purposes of payment under
title XVIII) pending a reevaluation of such organiecation’s perform-
ance of the responsibilities involved and any appropriate action the
Necretary may take as a result of such reevaluation. Any such action
taken by the Secretary shall be final and shall not be subject to judicial
review.

B) The Seore shall notify the State agenoy submitting such
dongwntatiml, amhe orgam'satgon invoh’edfgm writing, of his deter-
ménation, any subsequent actions taken, and the basis thereof, and shall
notify the appropriate committees of the United States House of Rep-
reseniatives and the Senate of any such documentation submitted and
the actions taken.

M&o) (I} The Secretary shall in a timely manner establish procedures
mechanisms to govern his relationships with State agencies under
this part (apeoiﬁca&y tncluding his relationships with such agencies
in commection with their respective fumctions under the precedi
provisions of this section). Such mechanisms shall include periodic
consultation by the Seoretary with State agency representatwes and
representatives of P {ewwnal Standards Review Organizations
ing relationships between such agencies and such organizations
(tncluding the a late exchange of data and information between
such agencies such organizations) and other problems of mutual
concern, and such procedures shall permit the State afency to be
represented on any project asscssments conducted by the Secretary
with respect to a Professional Standards Review Organization located
within its State.

"g) Each Professional Standards Review Organization shall pro-
vide to the State agency for the State in which it is located, upon
request, data or information which the Secretary requires such organi-
2ations to report to him routinely on a periodio basis, and such other
data or information as the Secretary authorizes to be disclosed.

ANNUAL REPORTS

Sro. 1172. The Secretary shall submit to the Congress not later
than April 1, 1978, and not later than April 1 of each year thereafter,
a /ull and complete report on the administration, impact, and cost
of the program under this part during the preceding fiscal year,
mcluding data end information on—

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

(2) the number of health care institutions and practitioners
whose services are subject to review by Professional Standards
Review Organizations, and the number of beneficiaries and recip-

tents who recewed services subject to such review during such
year;
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(8) the imposition of ies and sandtions under this title
fm(* violations of law mf;::l;ailm to comply with the abliga-
tions imposed by Lhis part; |

}9 tie total costs incurred under titles V, X1, XVIII, and
X1X of this Act in the implementation and operation of all pro-
cedures required by such titles for the review of servioes to de-
termine their tcal neceseity, appropriatoncss of use, ‘and
quality;

(6) changes in utilization rates and patterns, and chenges in
medical procedures and practioes, atiributable to the achivities
of Professional Standards Review Organisations;. .

(6) the results of program evaluation activities, including the
operation of data son systems and the status of Professonal
Stondards Revieio Organisation data policy and implementation

(7) the extent to which Professional Standards Review Organ.-
zations are performing reviews of services for other governmental
or prwvate heglth insurance programs; and

&f)w recommendations for legislative changes.

MEDICAL OFFICERS IN AMERICAN BAMOA, THE NORTHERN MARIANA ISLANDS,
AND THE TRUBT TERRITORY OF THE PACIFIC IRLANDS TO BE INCLUDED IN
THE PROFPBBSIONAL BTANDARDS REVIEW PROGRAM

Sec. 1173, For purposes of applymiothic' t (ewoept seotions
1155(c) and 1163) to American S8amoa, the Northern Mariana Felands,
and the Trust Territory of the Pacific lslands, individuals licensed
to practice medicine in those places shall be considered to be physi-
cians and doctors of medicine. |

TITLE XVIII-HEALTH INSURANCE FOR THE AGED AND
DISABLED

L * ¢ e * ] &

PArT A—HosprraL INSURANCE BENEFITS FOR THE AGED AND DISABLED
DxscrreTION OF PROGRAM

Sxc. 1814. (a) * * *

NO PAYMENTS TO FEDERAL PROVIDERS OF SERVICES

(c) Subject to section 1880, no payment may be made under this
part (except under subsection (d) or subsection (j)) to any Federal
provider of services, except a provider of services which the Secre-
tary determines is providing services to the public generally as a com-
munity institution or agency; and no suech payment may be made to
zﬁj provider of services for any item or service which such provider is

igated by a law of, or a contract with, the United States to render
at public expense,

e & * ] L L
Payment for Certain Hospital Services Provided in Veterans’
. Administration Hospitals

() (1) Payments shall also be made to any hospital operated by
the Veterans’ Administration for inpatient hospital services furnished
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in a calendar year by the hospital or under ements (agde‘lwd
in section 1861”(«0)) gm‘th 8¢, to an endividual entitled to hospital ene-
fite under section 296 even though sush hospital is a Federal provider
of services if (A) swuch individual was not entitled to have guch serv-
10es ’ to kim free of charge by such hospital (B} such in-
dividual was admitied to suck hospital in the reasonable be ief on the
part of the admitting authorities that such indiridual was a person
who was enlitled to have such services furnished to him /::o of
cha'se, (C) the authorities of such hospital, in admitting such in-
dividual, and the individual, acted in good faith, and (D) such serv-
ices were furnished during a period endz‘%wz‘th the close of the day
on whioh the authorities operating such ital, first became aware
of the faot that suak individual was not entitled to have such servioes
furnished to him by such hospital free af charge, or (if later) endin
with the first day on which 1t was medically é'a:ible to remove suc
individual from such hospital by digcharging hém therefrom or trans-
ferring him to a hospital which has in e}ect an agreement, under this
title. |

(2) Payment for services described in garyraph QI) shall be in an
amount equal to the chgrge imfaaed by the Veterans’ Administration
for such services, or (if less) the reasonable costs for such services (as
cstimated buhe Secretary). Any such payment shall be made to the
entity to which payment for the serrices involved would hare been
payable, if nt for such services hag been made by the individual
receiving the services involved (or by another private person acting
on behalf of guch individual).

PAYMENT TO PROVIDERS OF SERVICES
Sec. 1815. (a) ***

Y * * . ¢ * *

_(¢) No payment which may be made to a provider of services under
this title ;or any service furnished to an individual shall be made to
any other person under an assignment or power of attorney; but
nothing in this subsection shall be construed (1) to prevent the making
of such a payment in acrordance with an assignment from the provider
if such axsigfment is made to a governmental agency or entity or is
established by or pursuant to the order of a court of competent juris-
diction, or (2) to preclude an agent of the provider of services from
recetving any such payment if (but only. z'fLauch agent does 80 pursu-
ant to an agency agreement under which the compensation to be paid
to the agent for his services for or in connection with the billing or
collection of payments due such pravider under this title is unre

(directly or mdz'rectlg) to the amount of such payments or the billings
therefor, and is not dependent upon the actual collection of any such
paymend.

L

L L L J L $ ¢

USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS TO FACILITATE PAY-
MENT TO PROVIDERS OF SERVICES

Sec. 1816, * * *
s ] . ] ® L L ®
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(R) The Secretary may not disapprove a proposed agreement under
this section, terminate an agreement under this section, or make a de-
termination with respect to whether an agreement or proposed e-
ment t8 consistent with the effective and 7ﬁaent administration :ﬂ‘;»k
part under subsection (b) (1) (A) or (e) (2)(B), solely on the grounds
that the agency or organization ting such agreement, or having
such agreement, serves providers located only in a single aSztate, or on
the grounds that any provider in such single State is served, or could
de served, by another agency or organization which serves providers
located in more than one State.

L ® $ & s L 8

HOSPITAL INSURANCE FOR INDIVIDUALB, AGE 60 THROUGH 6§, WHO ARE EN-
TITLED TO BENEFITS UNDER SECTION 202 OR WHO ARE BPOUSES OF INDI-
VIDUALS BENTITLED TO HEALTH INSURANCE

Skc. 1819. (a) Every individual who—
5(%&@3 attained the age of 60, but has not attained the age of
65;
(2) ts either— i
A) an individual entitled to monthly insurance benefits
r section 202 or benefits under the Railroad Retirement
Act of 1937, or
(B) the wife or husband of a person entitled to benefits
under this part, or
(C) an individual entitled to benefits under—
gi) section 223(a), or
ifl) subsection (e), (f), (g), or (R), of section 202
dased on disability,
b;;ti who has not met the conditions of section 226(b)(2)
a
(3) i3 enrolled under part B of this title shall be eligible to
- enroll in the insurance program established by this part.
b) (1) An individual may enroll only one under this section and
n such manner and form as may be prescrided in regulations, and
only during an enrollment period prescribed in or under this section.
(%) In the case of an individual who satisfies paragraph (1) of sub-
section (a) of this section and either subparagraph (4) or §0) of
paragraph (2) of such subsection, his enrollment pe shall begin
with whichever of the following ts the latest :
(A; Ah;; 1,1978, or
(B) the date such individual first meets the conditions in such
A
- (0) t the Secretary sends notice to suck individual that
he ¢3 entit’flezl At§ axny( gz)onthly iizsumnce biﬂfﬁts as specified in sub-
paragra or of such paragraph (2),
and shall emf at the close of tie— 2 (%) |
(D) 90th day thereafter, if such enrollment period begins on
the date specified in subparagraph (B) or (C) of this paragraph,
or -
(E) 180th day thereafter, if such enrollment period begins on
(.f)4 T th6 gas fy ind vulualf f ; y
n the case of an individual satisfying paragraph (1) and pata-
graph (2) (B) of subsection (a) of this section, his enroglmem pggod
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shall begin on whichever of the following is the later: A) dpril 1,
1978, or (B) the date such indwidual firet meets the conditions speci-
fied in such paragraphs, and shall end at the close of the (C) 90th day
thereafter, sf such enrollment period begins on the date specified in
clause (B) of this paragraph, or (D) 180th day thereafter, if suoh
cnrollment period begins on April 1,1978.

(¢) (1) In the case of an individual who enrolls pursuant to the pro-
visions of this section, the coverage period during which he is entitled
to benefits under this part shall begin on the firet day of the second
molr;th after the month in which he enrolls, or July 1, 1978, whichever
is later.

(2) An individual’'s coverage period shall terminate at the earlier
of the following— . .

(A4) for failure to make timely premium payments, at such time
as be prescribed in regulations which may include a grace
perw&z which overdue premiwms may be paid and coverage
continued, dut such grace period shall not exceed 30 days; except
that it may be eatended to not to exceed 60 days in any case
where the Secretary determines that there was good cause for
failure to pay ove miums within suoh 30-day period; or

B) at tﬁ close of the month following the month in which an
individual files a notice with the Secretary that he no longer
desires to be enrolled under this section; or

(C) with the month before the month he no longer meets the
conditions specified in subsection (a).

Notwithstanding the preced;'.% provisions of this paragraph, an in-
dividual’s co‘verze period 8 terminate at such tvme as such indi-
vidual becomes eligible for hospital insurance benefits under section
226 of this Act or section 103 of the Social Security Amendments o
1965; and upon such termination such individual shall be deemed,
solely for purposes of hospital insurance entitlement, to have filed in
such month the application required to establish such entitlement.

(d) (12 The monthly premium of each individual under this section
for each month in hs coverage period before July 1, 1979, shall be
the amount of the premium charged to individuals enrolling under
section 1818.

(2) The Becretary shall, during the last calendar gquarter of each
year beginning in 1978 determine and promulgate the dollar amount
(whether or not such dollar amount was applicable for premiums for
any prior month) which shall be applicable for premiums chargeable
to individuals for months occurring in the 12-month period commenc-
ing July 1 of the next succeeding year. Such amount shall be actu-
arially adeegwte on a per capita basis to meet the estimated amounts
of incurred claims and administrative expenses for individuals en-
rolled under this section during such period; and such amount shall
take into consideration underwriting losses or gains incurred during
prior years. Any amount determined under the preceding sentence
which is not a madt;;le of 81 shall be rounded to the nearest $1, or if
midway between multiples of $1, to the next higher multiple of $1.

(¢) Payment of the monthly premiums on behalf of any individual
wwho meets the conditions of subsection (a) may be made by any public
or private agency or organization under a contract or other arrange-
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ment enlered into between it and the Secretary if the Seoretary deter
mines that payment of such premiyms under such contract or other
arra) m is adminsstratively feaibk.,wu o dividual

‘he provisions of section 1840 s a to indwiduals en-
rol%d under this section ztf such individuals are gntitled to monthly
mram;e b(emﬁ(ta)uzdnfir- ;;dion 202hor 223. The pmuwuhau of subsec-

e), (f), (9), ) of such section 1840 shall apvly to an

other z(ndimgualgao enrolled. 4 - i d

(2) Where an individual enrolled under this section meets the pro-
visions of peragraph (£) (B) of subsection (a) (but does not meet the
provisions of paragrap (zi(A.) or (22 C) of such subsection) and
the person refe to in such paragraph (£) (B) is entitled to monthly
insurance benefits under section 202 or section 223, the provisions of
section 1840(a) (1) shall apply to such benefits as though such husband
or wife were entitled to such benefits, unless such person files a not..
with the Secretary that the deductions provisions of such section 15}
(2) (1) ehall not apply.

(g) The term “wife”, or “husband™ as used in this section shall har-
the meaning assigned to those terms by subsection (b) and subsection
(f) of seotion 216, as the case may be, except that the provisions of
clause (2) of such subsection (b) and clause (2) of such subsection
(/) shall not apply.

PaArT B—SUuPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE AGED
AND DIsSABLED
$ ¢ & 3 % L $

PATYMENT OF BENEFITS
Sec. 1833. (a) * * *

L ] . J * ®

4
[(£) (1) In the case of the purchase of durable medical equipment
incsmfes under section 1861 (s§(6),, by or on behalf of an individual.
ment shall be made in such amounts as the Secretary determines to
equivalent to payments that would have been made under this part
had such equipment been rented and over such ¥enod of time as the
Secretary s such equipment would be nsed for such individual's
medical treatment, except that (A) payment may be made in a lump
sum if the Secretary finds that such method of payment is less costly
or more practical than periodic payments, and (B)- with respect to
rchases of used equipment the Secretary is authorized to waive the
0 percent coinsurance.amount applicable under subsection (a) when-
ever the purchase price of such equipment is at least 25 percent less
than the reasenable charge for comparable new equipment.

[(2) In the case of rental of durable medical equipment the Secre-
tary may, pursuant to aireements made with suppliers of such equip-
ment, establish any reimbursement procedures (including payment on
a lump sum basis in lieu of prolonged rental payments) whieh he finds
to be equitable, economical, and feasible.} ‘s

“(f) (1) I'n the case of durable medical equipment to be furnished an
_individual as described in section 1861(s) (6), the Secretary shall de-

termine, on the basis of such medical and other evidence as he finds
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appropriate (including certification by the attending physioian with
mga%t o e;o}()eotod dzgmtion af need), whether the egpectad duration
of the medical need for the :Sud'pmmt warrants a presumption that
purchase of the equipment w be less costly or more pravtical than
rental. If the Secretary determines that such a presumption does ewist,
he shall vequive that the equipment be purchased, on a lease-purchase
basis or otherwise, and sha 'makle payment in accov}dazace‘with the;
lease-purohase agreement (or in a sum amount if the equipmen

is purchased atmhon ona lcase-pzmw basis) ; ewcept that the Sec-
rctary may authorise the rensal of the o%uipmt notwithstanding surh
determination if he determines that the purchase of the equipment
would be inconsistent with the purposes of this title or w create
an undus financial hardship on the mdividual who will use ¢,

(2) Waith respect to purchases of used durable medioal equipment,
the Secretary may waive the 20 percent coinsurance amount aq»h'mble
under subsection (e) whenever the purchase price of the used equip-
ment* ez at least 35 percent less than the reasonadle charge for
comparﬁable new eqm'pmant.f b (1), the S t

(8) For purposes of paragrap y 0 ecretary may, pursuan
to ;byrmm made with suppliers of duradle medical equipment,
establish reimbursement procedures whick he finds to be equitable,
économiical, and feassble.

(4) The Secretary shall encourage suppliers of durable medical
equipment to make their equ: ¢t available to individuals entitled
to benefits under this title on a lease-purchase basis whenever possible.”.

UBE OF CARRIERS FOR ADMINISTRATION OF BENEFITS

Skc, 1842, (a)y * * *
(b)(1) = **

* L * ¢ ® L

(5) No payment under this part for a service provided to any indi-
vidual shall (exceg:: as provided in section 1870? be made to anyone
other than such individual or (pursuant to an assignment described in
subparagrap (dB) (i1) of paragraph (3)) the physician or other per-
son who provided the service. except that payment may be made
(A) to the employer of such physician or other person if such phy-
sician or other person is required as a condition of his employment to
turn over his fee for such service to his employer, or (B) (where the
service was provided in a hospital, clinie, or other facility) to the fa-
cility in which the service was provided if there is a contractua) ar-
rangement between such physician or other person and such facility
under which such facility submits the bill for such service. No payment
which under the preceding sentence may be made directly to the phy-
sician or other person providing the service involved (pursuant to an
assianment described in subparagraph (B) (i) of paregraph (3))
shall be made to anyone else under n reassignment or power of attor-
ney (except, to an emplover or. facility as described. in clause (4A) or
(B) of such sentence) : But nothing in this subsection shall be con-
strued (%) to prevent the moking of such a payment in accordance 1with
an assignment from. the indiridual to whom. the service was provided,
or a reassignment from the physician or other person providing such
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service if such assignment or reassignment is made to a governmental
agency or entity or is established by or pursuant to the order of a court
of competent jurisdiotion, or (it) to preclude an agent of the physician
or other person providing the service from receiving any such payment
tf (dut only if) such agent does so pursuant to an agency agreement
u which the compensation to be paid to the agent for his services
for or in connection with the billing or collection of payments due such
physioian or other person under this title is unrelated (direotly or in-
directly) to the amount of such payments or the billings therefor, and
is not dependent upon the actual collection of any such payment.
L $

¢ L * L *

ELIGIBILITY OF INDVIDUALS AGE 60 THROUGH 64, WHO ARE ENTITLED TV
BENEFTT UNDER SECTION 202 OR WHO ARE SPOUSES OF INDVIDUALS EN-
TITLED TO HOSPITAL INSURANCE

Sec. 1845. (a) Any individual who meets the conditions of para-
graph (1) and paragraph (2) of section 1819(a) shall be elc’gn'fl: to
enroll in the insurance program established by this part. The provi-
sions of subsections (b), (¢), (e), (f), and (g) of section 1819 shall
apply to individuals authorised to enroll under this section.

(b) An individual's coverage period shall also terminate when (A)
ke no longer meets the conditions specified in paragraphs (1) and (2)
of section 1819(a). or (B) his enrollment mu;;r section 1819 is term.-
nated. Where terménation occurs pursuant to this subsection, the cover-
age period shall terminate with the close of whichever of the following
months is the earliest: (C) the month before the month the individ-
ual attains the age of 65, or (D) the month following the month
tn which such individual no longer meets the conditions of paragraph
(2) of section 1819(a), or (E) the month in which his enrollment
under section 1819 terminates.

(¢) (1) The monthly premium of each individual under this section
for each month in his coverage period before July 1979 shall be 300
per centum of the premium payable by an individual who has attained
age 65 for such month.

(2) The Secretary shall, during December of eack year beginning
tn 1978 determine and promulgate the dollar amount (whether or not
such dollar amount was applicable for premiums for any prior month)
which shall be applicable for premiums for months occurring in the
12-month period commencing July 1 of the next year. Such amount
shall be actuarially adequate on a per capita basis to meet the esti-
mated amounts of incurred claims and administrative ﬂz}pemes for
individuals enrolled under this section during such period, and such
amount shall take into consideration underwriting losses or gains in-
curred during prior years. Any amount determined under the pre-
ceding sentence which is not a multiple of $1 shall be rounded to the
nearest $1 or if midway between multiples of $1, to the next higher
multiple of $1. v

(d). AW premiums collected from individuals enrolled pureuant to
this section shall be deposited in the Federal Supplementary Medical
Insurasice Trust Fund.
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Part C—MiscELLANEOUS PROVISIONS

DEFINITION OF SERVICES, INSTITUTIONS, ETC.
Sec. 1861. For purposes of this title.

Spell of Iliness
(a) s @
& . . . . . »

Skilled Nursing Facility

(j) The term “skilled nursing facility” means (except for purposes
of subsection (a) (2)) an institution (or a distinct part of an institu-
tion) which has in effect a transfer agreement (meeting the require-
ments of subsection (1)) with one or more hospitals having agree-
ments in effect under section 1866 and which— :

(1) ¢ * ¢
L * & ® » * *

5‘(11 supplies full and complete information to the Secretary
or his delegate as to the identity (A) of each person who has any
direct or indirect ownership interest of 10 per centum or more in
such skilled nursing facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obligation
secured (in whole or in part) by such skilled nursing facility or
any of the property or assets of such skilled nursing facility, (B)
in case a skilled nursing facility is organized as a corporation, of
each officer and director of the corporation, and ( 2 in case &
skilled nursing facility is organized as a partnership, of each part-
ner; and promptly reports any changes which would affect the
current accuracy of the information so required to be supplied ;J

(11) complies with the requirements of section 112},

L J * * * » * ®

(13) meets such provisions of the Life Safety Code of the
National Fire Protection Association (28d edition, 1973)! as are
applicable to nursinghhomes; except that the Secretary may waive.
for such periods as he deems appropriate, specific provisions of
such Code which if rigidly applied would result in unreasonable
hardship upon a nursing home, but only if such waiver will not
adversely affect the health and safety of the patients; except that
the provisions of such Code shall not apply in any State if the
Secretary finds that in such State there is in effect a fire and safety
code, imposed by State law, which adequately protects patients in
rursing facilities; [and]

(14) establishes and maintains a-system which shall assure a
full and complete acoounting of patients’ personal funds, includ-
ing the use of a separate account for patient funds which shall
preclude any commingling of such funds with facility funds or
with the funds of any person other than another such patient; and
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_ - Reasonable Cost
(V1) (A) ***

] L
(F) Such regulations shall require each provider of services (other
than a fund) to make reports to t&:‘Smtary of infon{mtion described
in section 1121(a) in accordance with the uniform reporting system
(established u such section) for that type of ider.

Arrangements for Certain Services

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

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

L L L . & ¢ L

EXCLUSIONS FROM COVERAGE

Suc. 1862.(#) e
] . * ® ® ¢ L

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

. (A) has knowingly and willfully made, or caused to be made,
any false statement or representation of a material fart for use
in an a;:g]ication' for payment under this title or for use in deter-
mining the right to a payment under thistitle;: - . ‘

~ (B). has submitted or caused .to be submitted (except in the

caseof a provider of services), bills ar requests for payment under
this title containing charges (or in applicable cases requests for

ayment of costs to such person) for services rendered which the
Secretary finds[. with the concurrence of the appropriate pro-
gram review team appointed pursuant to paragraph (4).] to be
substantially in excess of such person’s customary charges (or in
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| apcilicable cases subetantially in excess of such person’s costs) for
such services, unless the Secretary finds there is good cause for
such bills or requests containing such charges (or in applicable
cases, such costs) ;or _ ' o
" (C) has furnished serviees or supplies which are determined
by the Secretary, [with the concurrence of the members of the
appropriate n review team appointed pursuant.to para-
h (4) who are physivians or other profesaional personnel in
the health care field, to be substantially in excess of the needs of
individuals or to be harmful to individuals or to be of a grossly
inferior quality] on the basis of reports transmitted to him in ac-
cordance with section 1167 of this Aot (or, in the absence of any
auch report, on the basis of such data aa he acquires in the admin-
istration of the program under this title), to be substantially in
.circess of the needs'o[ individuala or to bs of a Zualw’ty which fails
to meet professionally recognized standards of health care.
L L * » . * W -

[(4) For the purposes of paragraph (1) (B) and (C) of this sub-
section, and clause (F) of section 1866(b) (2). the Secretary shall,
after consultation with appropriate State and local professional so-
cieties, the appropriate carriers and intermediaries utilized in the
administration of this title, and consumer representatives familiar
with the health needs of residents of the State, appoint one or more
program review teams (composed of physicians, other professional
personnel in the health care field, and the conswmer representatives) in
cach State which shall, among other things—

&(A) undertake to review such statistical data on program
utilization as may be submitted by the Secretary,
_ [(B) submit to the Secretary periodieally, as may be prescribed
in regulations, a report on the results of such review, together
with recommendations with respect thereto,

_[(C) undertake to review particular cases where there is a
likelihood that the person or persons furmishing services and sup-
plies to individuals may come within the provisions of paragraph
(1) (B) and (C) of this subsection or clause (F) of section 1866
(b) (2),and
_ [(D) submit to the Secretary periodically, as may be prescribed
In regulatians, a report of cases reviewed pursuant to subpara-
graph (C) along with an analysis of, and recommendations with
respect to, such cases.} _

(e) (1) Whenever the Secretary determines that a physician or
other individual practitioner has been convicted (on or after the date
of the enactment of this subsection, or within such period prior to that
date as the Secretary shall specify in regulations) of a criminal offense
related to such physician’s or practitioner’s involvement in the pro-
gram under this title or the program under title XIX, the Secretary
shall suspend such. physician or practitioner from participation in the
program unmder this title for such period as he may deem appropriate;
and no payment w de made ‘wnder this title with respect to any item
or aew!;o furnished by such physician or practitioner during ¢ -
riod of such suspension. The provisions of paragraphs (8) and (2) of
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subsection (d) shall a .l‘% with respect to determinations made by
Y ‘“'”“”""E’Z“ZMWM graph. (1) suspend

n any case w ¢ r paragraph. (1) suspends
any physician or other individual 5ractitiom from participation in

the under this title, he 8 . .
' EA) promptly notify each single State agency which adinin-
isters or supervises the administration of a State plan approved
under tftlc XIX of the fact, circumstances, and pcriod of such

m&f;u szon; amll fy the State or local
tly notify the appropriate or local agency or
: Mhonty-havinyg respgmibility Jor the licensing or certification
of such physician or practitioner of the fact and circuistancex
of such suspension, request that appropriate investigations b«
made and sanctions invoked in accordance with applicable State
law and policy, and request that such State or agency o
authority keep the Secretary and the Ingector General of th
Department of Health, Education, and Welfare fully and cur.
rently informed with respect to any actions taken in response to
such request.

AGREEMENTS WITH PROVIDERS OF SERVICES

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

(A) not to charge, except as provided in paragraph (2). any
individual or any other person for items or services for which such
individual is entitled to have payment made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814 (e) ), and

(B) not to charge anv individual or any other person for
items or services for which such individual is not entitled to have
payment made under this title because payment for expenses in-
curred for such items or services may not be made by reason of
the provisions of paragraph (1) or (9), but only if (i) such
individual was without fault in incurring such expense and (ii)
the Secretary’s determination that such anment may not be made
for such items and services was made after the third vear follow-
ing the year in which notice of such payment was sent to such
individual ; except that the Secretary may reduce such three-year
period to not less than one year if he. finds such reduction is con-
sistent with the objectives of this title. and

(C) to make adequate provision for return (or other disposi-
tion, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person[.}, and

(D) f‘oalpromptly notify the Secretary of its employment of an
individual who, at any time during the year preceding such em-
ploymept, was employed in a managerial, accounting, auditing, or
simdlar capactly (as determined by the Secretary by regulation)
by an agency or organization which serves as a fiscal intermedi-
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or carrier (for purposes :{qpart A or purt B, or both, ef this
';.%) with respect to the provider. ' . L
An agreement under this paragraph with a skilled nursing facility
shall be for a term of not exceeding 12 months, except that the Secre-
tary may extend such term for a period not exceeding 2 months, where
the health and safety of patients will not be jeopardized thereby, if he
finds that such extension is necessary to prevent irreparable harm to
such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticable within such 12-
month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder.
L * L L | J | J L

(3) The Secretary may refuse to enter into or renew an agreement
under this section with a provider of scrvices if any person who has a
direct or indirect ownership or control interest of 5 percent or more in
such provider, or who is an officer, director, agent, or managing em-
ployee (as deﬁmd in section 1127 1126(b)) of such provider, is a per-
son described in section 1127 1126(a). . .

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

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

(2) by the Secretary at such time and upon such reasonable
notice to the provider of services and the public as may be speci-
fied in regulations, but only after the Secretary has determined
(A;l that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (C) that such provider of services has failed (z)
to provide such information as the Secretary finds necessary to
determine whether payments are or were due under this title and
the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as
may be necessary to verify such information, or (i) to supply
(within such period as may be specified by the Secretary in regula-
tions) upon request specifically addressed to such provider by
the Secretary (I') full and complete information as to the owner-
ship of a subcontractor (as dgﬁmd by the Secretary in regula-
tions) with whom such provider has had, during the previous
twelve months, business transactions in an aggregate amount in
excess of $25,000, and (II) full and complete z"rgomation as to
any significant business transactions (as defined by the Secretary
in requlations), occurring during the five-year period ending on
the date of such request, between such provider and any 'w&lly
owned sug;plier or between such provider and any subcontractor,
or (D) that such provider has made, or caused to be made, any
false statement or representation of a material fact for use in an
applieation for payment under this title or for use in determining
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the right t0'a payment under this title, or (E) that such previder
has submitted, or caused to be submitted, requests for pgyment
under this title of amounts for rendering services substantially in
‘exocess of the costs incurred by such provider for rendering such
services, or (F') that such provider has furnished services or sup-
plies which are determined by the Secretary {[, with the concur-
rence of the members of the appropriate program review team
appointed pursuant to section 1862(d) (4) who are physicians or
other professional personnel in the health care field, to be substan.
tially in excess of the needs of individuals or to be harmful to
individuals er to be of a grossly inferior qualityY to be substan-
tially in excess of the needs of imdividuals or to be of a guality
which fails to meet professionally recognized of health
care, or (&) that such ider (at the time the agreement was
entered into) did not fully and accurately make any disclosure
regquired of it by section 1126(a). '

$ »

. . . . Y

PENALTIES
Skc. 1877. (a) Whoever—

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

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

(32 having knowledge of the occurrence of any event affect-
ing (A) his 1nitial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit or

ayment of any other individual in whose behalf he has applied

or or is receiving such benefit or psgvment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
fit or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or

ayment for the use and benefit of another and having received it,
owingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,
Ishall be guilty of a misdemeanor and upon conviction thereof shall be
ﬁngd trl;oi more than $10,000 or imprisoned for not more than one year.
or both.
shall (¢) in the case og such a statement, representation, concealment.
failure, or conversion by any person in connection with the furnishing
(by that person) o{eitems or services for which payment is or may be
made um,;r this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for mot more than five
years or both, or (it) in the case of such a statement, representation,
concealment, failure, or conversion by any other person, be guilty of a
misdmeanor and upon conviction thereof fined not more than $10,000
or imprisoned for not more than one year or both. |
[ (b) Whoever furnishes items or services to an individual for which
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payment is or may be made under this title and who soligits; offers, or
receives any-—— o L o

L(1) kickback or bribe in connection with the furnishing of

such items or services or the muking or .xeceipt of such payment,

or | ?

[(2? rebate of any fee or charge for referring any such indi-
vidual to another person for the furnishing or such items or
services

<hall be guifty of a misdemeanor and upon conviction thereof shall be
ﬁnmot more than $10,000 or imprisoned for not more than one year,
or both,

(0) (I) Whoever solicits or receives remuneration (including
kic , brides, or redates directly or indirectly, overtly or covertly,
in cash or in kind— -

(4) tn return for referring an individual to a person for the
furnishing or arranging for the furnishing of items or services for
which payment may be made tn whole or in part under this title,
or

(B) tn return for purchasing, leasing, ordering, or arranging
for or recommending purchasing, leasing or ordering goods, fdgozih'-
ties, services, or any item for which payment may be made in
whole or in part under this title.

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

(2) Whoever offers or pays any remuneration (including kickbacks,
bribes, or rebates direotly or indireotly, overtly or covertly, in cash or
in kind to any person to induce such person—

(4) to refer an individual to a person for the furnishing or
arranging for the furnishing of items or services for which pay-
ment may be made 1n whole or in part under this title, or

(B) ¢o hase, lease, order, or arrange for or recommend pur-
chasing, ing, or ordering goods, facilities, services, or any item
fO?l‘e which payment may be made in whole or in part under this

shall be guilty of a felony and upon comviction thereof, shall be fined
;)wtknwre than $256 000 or imprisoned for not more than five years, or
ot

(3) Paragraphs (1) and (2) shall not apply to—

A) a discount or other reduction in price obtained by a pro-
ider of services olry %tlml'“ enéwy under this titlle of %’:e reductz’(;:
n price 8 properly disclosed and appropriately reflected in t
coal? cl::’imed or charges made by the provider or entity under this
title; a

(é) any amount paid by an employer to an employee (who has
a bona fide e%loyment relationship with such employer) for em-
ployment in provision of covered items or servioes.

(c) oever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon re-
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certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are defined in section 1861), shall be %ﬂzof
a {misdemeanor felony and upon conviction thereof shall & ed
not more than ,0001;925,000 or imprisoned for not more than
[6 months] five years, or both.

] *

L L L L

(d) Whoever knowingly and willfully, after having accepled any
assignment described in section 1842(b)(3)(B)(ii), charges an
amount in excess of the reasonable charge with respect to serviccs
furnished to individuals on whose behalf payment is made under any
such assi t, shall be guilty of a misdemeanor and upon conviction
‘thereofam fined not more than $2,000 or imprisoned for not more
than siz months, or both.

TITLE XIX—GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

* L * * * L .

STATE PLANS FOR MEDICAL ASSISTANCE

SEc. (19;)2; ( g)*A State plan for medical assistance must—
1
* *® * * * *® *

(26) effective July 1, 1969, provide (A) for a regular program
of medical review (including medical evaluation) of each pa-
tient’s need for skilled nursing facility care or (in the case of
individuals who are eligible therefor under the State plan) need
for care in a mental hospital, a written plan of care, and, where
applicable, a plan of rehabilitation prior to admission to a skilled
nursing facility; (B) for periodic inspections to be made in all
skilled nursing facilities and mental institutions (if the State
plan includes care in such institutions) within the State by one
or more medical review teams (composed of physicians and other
appropriate health and social service personnel, or, in the case of
8]65]6} nursing facilities composed of physicians or registered
nurses and other appropriate health and social service personnel)
of (1) the care being provided in such nursing facilities (and
mental institutions, if care therein is provided under the State
plan) to persons receiving assistance under the State plan, (i)
with respect to each of the patients receiving such care, the ade-
quacy of the services available in particular nursing facilities (or
institutions) to meet the current health needs and promote the
maximum physical well-being of patients receiving care in such
facilities (or Institutions), (iii) the necessity and desirability of
the continued placement of such patients in such nursing facilities
(or institutions), and (iv) the feasibility of meeting their health
care needs through alternative institutional or noninstitutional
services; and (C) for the making by such team or teams of full
and complete reports of the findings resulting from such inspec-
tions together with any recommendations to the State agency ad-
ministering or supervising the administration of the State plan;



81

(27) provide for ments with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep such records as are necessary
fully to disclose the extent of the services provided to individuals
receiving assistance under the State plan, and (B) to furnish the
State agency or the Secretary with such information, regarding
any payments claimed by such person or institution for providing
services under the State plan, as the State agency or the Secretary
may from time to time request ;

L L L ] & *® »

(32) provide that no payment under the plan for any care or
service provided to an individual [by a physician, dentist, or other
individual practitioner shall be made to anyone other than such
individual or such physician, dentist, or practitioner, except that
Hnyment may be m ‘A) to the employer of such physician,

entist, or practitioner if such physician, dentist, or practitioner
is required as a condition of his employment to turn over his fee
for such care or service to his employer, or (B) (where the care
or service was provided in a hospital, clinic, or other facility) to
the facility in which the care or service was provided if there is a
contractual arrangement between such physician, dentist, or prac-
titioner and such facility under which such facility submits the
bill for such care or service ;} shall be made to anyone other than
such individual or the person or institution providing such care
or service, under an assignment or power of attorney or other-
wise,; exocept that—

(A{)z'n the case of any care or service provided by a physi-
cian, dentist, or other individual practitioner, such payment
may be made (3) to the employer of such physician, dentist,
or other practitioner if such physician, dentist, or practitioner
18 required as a condition of his employment to turn over his
fee for such care or service to his employer, or (if) (where
the care or service was provided in a hospital, clinic, or other
facility) to the facility in which the care or service was pro-
vided if there is a contractual arrangement between such
physician, dentist, or practitioner such facility under
mwh such facility submits the bill for such care or service;

(B) nothing in this paragraph shall be construed (i) to
prevent the making of such a peyment in accordance with
an assignment from the person or institution providing the
care or service involved if such assignment is made to a gov-
ernmental agency or entity or is established by or pursuant
to the order of a court of competent jurisdiction, or (t) to
preclude an agent of such person or institution from receiving
any such payment if (but only if) such agent does so pursuant
o an agency agreement under which the compensation to
be paid to the agent for his services for or in connection with
the billing or collection of payments due such person or in-
stitution under the plan is unrelated (directly or indirectly)
to the amount of such payments or the billings therefor, and
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28 nat dependent upon the actual collection of any such pay-
ment ; :
. * « = . . *

[(35) effective January 1, 1873, provide that any intermediate
care facility receiving pagmenm under such plan must supply to
the licensing agen¢y of the State full and complete information
as to the identity {1}) of each person having (directly or indi-
rectly) and ownership interest of 10 per centum or more in such
intermediate care facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obligation
secured (in whole or in part) by such intermediate care facility
or any of the property or assets of such intermediate care facility,
(B) in case an intermediate care facility is organized as a corpo-
ration, of each officer and director of the corporation, and (C) in
case an intermediate care facility is organized as a partnership.
of each partner; and promptly report any changes which would
affect the current accuracy of the information so required to be
supplied ; and

(30) provide that any intermediate care facility receiving pay-
mznzs under such plan complies with the requirements of section
1124;

(86) provide that within 90 days following the completion of
each survey of any health care facility, laboratory, agency. clinic.
or organization, by the appro&riate State agency described in
paragraph (9), such agency shall (in accordance with regulations
of the Secretary) make public in readily available form and place
the pertinent findings of each such survey relating to the com-
pliance of each such health care facility, laboratory, clinic, agency.
or organization with (A) the statutory conditions of participation
imposed under this title, and (B) the major additional condition:
which the Secretary finds necessary in the interest of health and
safety of individuals who are furnished care or services by any
such facility, laboratory, clinie, agency, or organization[.}:

(8?) provide for claims payment procedures which (A) en-
sure that 95 per centum of clavms for payment made for servic:
covered wnder the plan and furnished by health care practitione
through éndiwidual or group practices or through shared health
facilities are paid within 30 days of the date of receipt of such
claims and that 99 per centum of such claims are paid within 9
days of the date of receipt of such claims, and (B) provide for
procedures of prepayment and postpayment claims review, in-
cluding review of appropriate data with respect to the recipient
and provider of a service and the nature of the service for which
payment is claimed, to ensure the proper and efficient payment of
claims and management of the program; :

(38) require that an entity (other than an individual practi-
tioner or a group of practitioners) that furnishes, or arrangex
~ for the furnishing of, items or services under the plan, shall

supply (within such period as may be specified in requlations by
the Secretary ho: :11/ the single Sfm;; ;an;-y which administe«
or supervises ¢ msnisiration of t n) upon request specifi-
cally addressed to such entity by the Secretary or auchpg'tate
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ency, respectively, (A) full and complete informdtion as to the
g&necr!;hip g;ca subcontractor (as de)med 2{ the Secretary in reg-
ulations) wish whom such entity has had, during the previous
twelve months, business transactions in an aggregate gmount tn
excess of $25000, and (B) full and complete ;:!;rmalwn as to
any significant business transactions (as deft by the Secre-
tary in reyulat_imul,oo,cun'i during the five-year periad ending
on the date of such regquest, between such entity and any wholly
owned suppliar or between such entity and any subecontractory

(39) provide that, subject to subsection (g), whengver the sin-
gle State agency which administers or supervises the administra-
tion of a g'gtam plan approved under title XI.X is notified by the
Secretary under section 1862(e) (2) (A) that a physician or other
individual practitioner has been suspended fro;;{)articipation n
the program under title X1 111, the agenoy shall promptly sus-
pcnf’:ﬁoh ioian or practilioner from participation in its
plan under this title for not less than tmerzod specified (n such
notice, and no payment may be made under ita plan with respect
to any items or service furnished by such physician or,practi-
tioner during the period of the suspension under this title.

(40) require each health services facility or organization which
receives payments under the plan and of a type for which a uni-
form reporting system has been established under section 1131 (a)
to make reports to the Secretary of information described in such
section in accordance with the uniform reporting system (estab-
lished under such section) for that type of faoilitw or orguniza-
tion. |

- * ® . * -

L
The n%v:m'w of clause (A) of paragraph (3?7) with respect to a
State plan may be wawed by the é'pamtary if /)Ends that g)hp State
has exercised good faith in trying to meet such requirement.”

& ® L ® *» * *

(9) The Secretary may waive suspension under subsection (a) (39)
of a physician’s or titioner’s participation in a State plan ap-
proved under this title and of the prohibition under sych subsection
of payment for items or seryices furnished by him duyring the period
of such mpemwn,.zf the single State agency which administers or
m;ewﬁps the administration of a State plan approved wnder title
X1X such plan submits a request to the Secretary for such waiver and
if the Secretary approves such request. ~

* $ * & & * L
PAYMENT TO STATES

Sec. 1903. (a) From the sums ag‘propriated therefor, the Secretary
(except as otherwise provided in this section) shall ay to each State
which has a plan approved under this title, for each quarter, begin-
ning W1(t1h) tlxe; quarter commencing January 1, 1966 o

& *® * t * L L

(3) an amount equal to— -
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(A)@i) *** .

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tems (whether such systems are operated imcttlgelgy the
State or by another person under a contract with tate)
of the type described in subpam%-ash (A) (i) (whether or
not designed, developed, or installed with assistance under
such sub aragragh) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who s furnished services covered by the plan,
or to each individual in a sample group % individuals who
are furnished such services, of the specific services (other
than confidential services) so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services:

plus
] » * * ® . *

(6) subject to subsection (b)(3), an amount equal to 100 per
centum of the sums expended during each gquarter of the fiscal
year beginning October 1, 1977, 90 per centum of the sums c.r-

during each quarter of the fiscal year beginning Octo-
er 1, 1978, and 7":'Jnr centum of the sums expended during each
quarter of the fiscal year beginning October 1, 1979, with respect
to costs incurred during such quarter (as found necessary by the
Secretary for the elimination of fraud in the 8%, MZ ad-
manistration of medical assistance provided um£r the State plan)
which are attributable to establishment and operation ofl? in-
cluding the training of personnel employed by) a State medicaid
fraud control unit (described in subsection (p)),; plus

£(6)3 (?) an amount e&ual to 50 percentum of the remainder
of the amounts expended during such quarter as found necessary
by the Secretary for the proper and efficient administration of the
State plan.

(b) (1) Notwithstanding the p ing provisions of this section, the
amount determined under subsection (a)(1) for any State for any
quarter beginning after December 31, 1969, shall not take into ac-
count any amounts expended as medical assistance with respect to
individuals aged 65 or over and disabled individuals entitled to hos-
pital insurance benefits under title XVIII which would not have been
so expended if the individuals involved had been enrolled in the
insurance program established by part B of title XVIII, other than
amounts expended under provisions of the plan of such State required
by section 1902(a) (34).

('31 For limitation on Federal tg».rt.icipation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(8) The amount o which the Secretary is otherwise obligated
to pay a State during a gquarter under subsection (a) (7) may not ex-
ceed the higher of—

gA) $125,000, or

B) one-quarter of 1 per centum of the sums expended by the
Federal, State, and local governments during the previous quarter
tn carrying out the State’s plan under this title.
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(g) (1) Subject to paragraphs (6) and (6), with respect to amounts
paig for the {:ﬁowing services furnished under the bptate plan after
June 30, 1973 (other than services furnished pursuant to a contract
with a health maintenance organization as defined in section 1876), the
Federal medical assistance percentage shall be decreased as follows:
After an individual has received care as an inpatient in a hospital (in-
cluding an institution for tuberculosis), skilled nursing facility or
intermediate care facility on 60 days, or in a hospital for mental
diseases on 90 days (whether or not such days are consecutive), during
any fiscal year, which for purposes of this section means the four calen-
dar quarters ending with June 30, the Federal medical assistance per-
centage with respect to amounts paid for any such care furnished
thereafter to such individual in the same fiscal year shall be decreased
as determined under the provisions of paragraph (3) unless the State
agency responsible for the administration of the plan makes a show-
ing satisfactory to the Secretary that, with respect to each calendar

uarter for which the State submits a request for payment at the full
g‘ederal medical assistance percentage for amounts paid for inpatient
hospital services (including tuberculosis hospitals), skilled nursing
facility services, or intermediate care facility services furnished be-
yond 60 days (or inpatient mental hospital services furnished beyond
90 days), there is in operation in the State an effective program of
control over utilization of such services; such a showing must include
evidence that—

(A) in each case for which payment is made under the State
plan, a physician certifies at the time of admission, or, if later,
the time the individual applies for medical assistance under the
State plan (and recertifies, where such services are furnished over
a period of time, in such cases, at least every 60 days, and accom-
panied by such supporti:;g material, appropriate to the case in-
volved, as may be provided in regulations of the Secretary), that
such services are or were required to be given on an inpatient
basis because the individual needs or needed such services; and

(B) in each such case, such services were furnished under a
p{:m _established and periodically reviewed and evaluated by a

ysician;

(C) such State has in effect a continuous program of review of
utilization pursuant to section 1902(a) (30) whereby each admis-
sion is reviewed or screened in accordance with criteria established
by medical and other professional personnel who are not them-
selves directly responsible for the care of the patient involved,
and who do not have a significant financial interest in any such
institution and are not, except in the case of a hospital, employed
by the institution providing the care involved; and the informa-
tion developed from such review or screening, along with the data
obtained from prior reviews of the necessity for admission and
continued stay of patients by such professional personnel, shall
be used as the basis for establishing the size and composition of
the same of admissions to be subject to review and evaluation
by such personnel, and any such sample may be of any size up to
100 per centum of all admissions and must be of sufficient size to
serve the purpose of (i) identifying the patterns of care being
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proyided and the changes occurring over time in such patterns
s0 that the need for mofi!ﬁscation may be ascertained, and (ii) sub-
jectihg admissions to early or more extensive review where infor-
mation indicates that such consideration is warranted ; and

(D) such State has an effective program of medical review of
the eare of patients in mental hospitals, skilled nursing facilities,
and intermediate care facilities pursuant to section 1902(a) (26)
and (81) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes.
sional review teams.

In determining the number of days on which an individual has re.
ceived services described in this subsection, there shall not be counted
any days with respect to which such individual is entitled to have
payments made (in whole or in part) on his behalf under section 1&1>,

(2) The Secretary shall, as part of his validation procedures under
this subsection, conduct timely sample onsite surveys of private and
public institutions in which recipients of medical assistance may re-
ceive care and services under a State plan approved under this title,
and his findings with respect to such surveys (as well as the showino-
of the State agency required under this subsection) shall be made
available for public inspection.

(8) In the case of a State with respect to which a reduction in th
Federal medieal assistance rmutmye is required under the provigions
:{dparagmph (1), such Federal medical assistance percentage ahall I,

uced by a perecntage equal to 3314 per centum multiplied by a fi .-
tion, the denominator of which is equal to the total number of patic.:«
with respect to whom the provisions (as contained in paragraph (1))
relating to the making of a satisfactory showing are applicable, and
the numerator of which is equal to the number of such patients with
respect to whom such a showtng 10as not made in accordance with xuch
paragraph (after application of paragraphs (}) and (5)).

(4) The Secrvetary may not find the showing of a State, with resp.
to a calendar quarter under paragraph (1), to be satisfactory if th:
showing is submitted to the Secretary later than the 30th day after the
last day of the calendar quarter, unless the State demonstrates to the
satisfaction of the Secretary good cause for not meeting such deadlin..

(6) No redyction in the Federal medical assistance percentage of o
State otherwise required to be imposed under this subsection shall
take effect—

(A4) tf such reduction is due to the State’s unsatisfactory or
invalid showing made with respect to a calendar quarter begin-
; lor to January 1,1978;
unless a notice of such decrease has been provided to th:
State at least 30 days defore the date such decerase takes effect : or
(C) if such reduction is due to the State’s unsatisfactory or
invalid showing made with respect to a calendar quarter begin-
rang after December 31, 1977, unless notice of such reduction has
been provided to the State no later than the first day of the fourth
calendar quarter following the calendar quarter with respect to
which such showing was made.

(6) The Secretary ts authorized to waive the anplication of all or

part (as s appropriate) of any reduction in the Federal medical os-
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sistanve percentage of a State otherwise required to be imposed under
paragraph (1) tn any case in which the Seoretarg determines that the
unsatisfactory or invalid showing made by the State is of a technioal
nature ondy, or is due to circumastances beyond the control of the State.

(7) The Seoretary shall submit to Congress, not later than GO days
after the end of each calendar quarter, a report on—

(A) Ais determination as to whether or not each showing, made
under paragraph (1) by a State with respect to the calendar quar-
ter, has been found to be satisfactory under such paragraph.

(B) his review (th A onsite surveys and otherwise) under

pb;' g S’% (2) mfl’f the validity of showings previously submitted
a y a

(O) any reduction in the Federal medical assistance percentage
he has tmposed on a State because of its submittal under para-
graph (1) of an unsatisfactory or invalid showing.

]

L J * * L J * L]

(i) Payment under the preceding provisions of this section shall
not be made— |
(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972, to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842(b) (3) ; or
(2) with respect to any amount paid for services furnished
under the plan after December 81, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVTIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) (1) or under
clause (D), (E{. or (F) of section 1866(b) (2). or by reason of
noncompliance with a request made by the Secretary under clause
g(]))(ii) of such section 1866(b)(2) or under section 1902 (a)
38) ; or

* . * % - *® %

(n). The State agency may refuse to enter into any contract or
agreement with a hospital, nursing home, or other institution, organi-
zation, or agency for purposes of participation under the State plan,
or otherwise to approve an institution, organization, or agency for
such purposes, if any person who haazz’zirect or indirect ownership or
control interest of 5 percent or more in such institution, organization,
or agency, or who is an officer, director, agent, or managing employee
(as defined in section 1126(b)) of such institution, organization, or
agency, is a person described in section 1126 (a) (whether or not such
institution, organization, or agency has in effect an agreement entered
into with the Secretary pursuant to section 1866 or is subject to a
suspension of payment order issued under subsection (j) of this sec-
tion) ; and, notwithstanding any other provision of this section, the
State agency may terminate any such contract, agreement, or approval
'f it determines that the institution, organization, or agency did not
fully and accurately make any disclosure required of it by section
1126(a) at the time such contract or agreement was entered into or
such approval was given.
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(0) Notwithstanding the preceding provisions of this section, no

ment shall be made to a State under the ing provisions of
this section for ewpenditures for medical assistance provided for an
individual under its State plan approved under this title to the extent
that a private insurer (as defined by the Secretary b jon)
would have been obligated to provide such assistance or a pro-
vision of its insurance contract which has the effect of limiting or ex-
cluding such obligation because the individual is eligible for or is
provided medioal assistance under the plan.

(p) (1) When a political subdivision of a State makes, for the State
of which it is a political subdivision, or one State makes, for arother
State, the enforcement and collection of rights of support or payment
asa}vvwd under section 1918, Z::mnt to a cooperative arrangement
under such section (either within or outside such State), there shall be
paid to such political subdivision or such other State from amounts
whioh 1would otherwise represent the Federal share of p for
medical assistance provided to the eligible individuals on whose behalf
such enforcement and collection was made, an amount equal to 1;
percent of any amount collected which is attributable to such rights
of support or payment.

(2) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment determined
under paragraph (1) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.

(g) For the purposes of this section, the term “State medicaid fraud
control unit™ means a single wmﬂtjfable endity of the State government
which the Secretary certifies (and annually recertifies) as meeting the
following requirements :

(1) The entity (A) is a unit of the office of the State Attorney
General or of another department of State gorernment which
possesses statewide authority to ecule indwiduals for crimi-
nal violations, (B) is in a State the constitution of which does not

provide for the criminal prosecution of indiriduals by a statewid:
authority and has fomwi procedures, approved by the Secretary.
which (1) assure its referral of suspected criminal violations r-
lating to the progream under this title to the appropriate author-
ity or authorities in the State for prosecution and (i) assure its
assistance of, and coordination with, such authority or authorities
. such prosecutions, or (C) is an entity which has formal proce-
dures and a_formal working relationship, approved by the Sec-
retary, which provide effective coordination with the Office of the
State Attorney General with respect to activities directed toward
detection, investigation, and prosecution of cted criminal
violations relating to the program under this title, including re-
ferral of such suspected violations to the Office of the State
Attorney General.

(2) The entity is separate and distinct from the title XI.X op-
erating agency or (if different) single State agency that admin-
z'sﬁ;rs or supervises the administration of the State plan under this
title.

(3) The entity’s function is conducting a statewide program for
the investigation and prosecution of violations of all applicable
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State laws regarding any and all aspects of [rmud in connection
with any aspect of the provision o medical assistance and the
activities of providers of such assistance under the State plan
under this title. o .

(4) The entity has procedures for reviewing complaints of the
abuse and neglect of patients of health care facilities which re-
ceive payments under the State plan under this title, and, where
apprvprmte:g/or acting upon such complaints under the cm.mmal
laws of the State or for referring them to other State agencies for
action.

(6) The entity provides for the collection, or referral for col-
lection to a single State agency, of overpayments made under the
State plan to health care facilities and aiscovered by the entity in
c

out its activities.
amég; ;ilw entity employs such auditors, attorneys, investigators,
other necessary personnel and is organized in such a manner
as is necessary to promote the cffective and efficient conduct of the
entity’s activities.

( 7§I The entity submits to the Secretary an application and an-
nual re containing such information as the Secretary deter-
manes, by regulation, to be necessary to determine whether the
enlity meets the other requirements of this subsection.

PENALTIES

Sec. 1909. (a) Whoever—

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

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

(3) having knowledge of the occurrence of any event affect-
ing (A) his 1nitial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit
or payment of any other individual in whose behalf ]Yme has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such
benefit or payment either in a greater amount or quantity than is
due or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or pay-
ment for the use and benefit of another and having received 1t,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

[shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one
year, or both.

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by any person in connection with the furnishing
(by that person) of items or services for which payment is or may
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be made under this title, be guilty of a felony and upon comviction
thereof fined not more than $25,000 or imprisoned for not more than
fwe years or both, or (it) in the case of such a statement, representa-
tion, concealment, failure, or conversion by any other person, be guilty
;[ a misdemeanor and upon conviction thereof fined not more tha:
10000 or imprisoned for not more than one year or both. In addition,
" any case w an sndividual who is otherwise eligible for assistance
under a State plan approved under this title is convicted of an offense
under the preceding provisions of this subsection, the State may at its
option (notwithstanding any other provision of this title or of such
plan) limit, restrict, or suspend the eligibility of that individual for
such period (not exceeding one year) as it deems appropriate; but th.
tmposition of a limitation, restriction, or suspension with respect to the
eligibility of any individual under this sentence shall not affect the
eligibility of any other person for assistance under the plan, regardless
of the relationship between that individual and such other person.

[(b) Whoever furnishes items or services to an individual for which
paviment is or inay be made in whole or in part out of Federal funds
under a State plan approved under this title and who solicits, offer-.
or recejves any—

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

[(2) rebate of any fee or charge for referring any such individ-
ual to another person for the furnishing of such items or service~

shall be guilty of a misdemeanor and upon conviction thereof shall be
ﬁmi)d lllof more than $10,000 or imprisoned for not more than one year.
or both,

(h) ( z} Whoever solicits or receircs any remuneration (including
kickbacks, bribez, or rebates, directly or indirectly, overtly or covertly.
in cash or in kind—

(A) in return for referring an individual to a person for th
fuirnishing or arranging gor the furnishing of items or servic:«
fo:" which payment may be made in wchole or in part under thix
title. or

(B) in return for purchasing, leasing. ordering, or arranging
for or recommending purchasing, leasing, or ordering goods. fu-
ctlitics, services, or any item. ’/or which payment may be made i
whole or in part under this title,

shall be quilty of a felony and upon conviction thereof, shall be fined
gothmore than 825,000 or imprisoned for not more than & years. or
oth.

(2) Whoever offers or pays any remuneration (including kickback.
bribes, or rebates directly or indwrectly, overtly or covertly, in cash or
tn kind to any person to induce such person—

(A) to refer an individual to a person for the furnishing or
arranqgeng for the furnishing of items or services for which pay-
ment may be made in wchole or in part under this title, or

(B) to purchase. lease, prder, or arrange for or recommend pur-
chasing, leasing, or ordering goods, faciltties, services, or any wtem
f;; which payment may be made tn whole or in pert under this
title, |

shall be guilty of a felony and, upon conviction thereof, shall be fined
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wot more than $265000 or ¢mprisoned for not more than 6 years. or
both. 5 -

(3) Paragraphs (1) and (2) shall not apply to—

(a) a discount or other reduction in price obtained by a provider
of services or other entity under this title if the reduction in price
is properly disclosed and aﬁprozn'iately reflected in the costs
claimed or charges made by the provider or entity under this title;
and :

(b) any amount paid by an employer to an employee (who has
a bona fide employment relationshyp with such employer) for
employment in the pracision o{ covered items or services.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any- false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon. re-
certification) as a hospital. skilled nursing facility, intermediate care
facilitv, or home health agency (as those terms are employed in this
title) shall be guilty of a [misdemeanor] felony and upon conviction
thereof shall be fined not more than [$2,000%o{25,00() or imprisoned
for not more than [6 months] five years, or both.

ASSIGNMENT OF RIGHTS OF PAYMENT

Sec. 1912. (a) For the purpose of assisting in the collection of medi-
cal support payments and other payments for medical care owed to
recipients (i{;nedioal assistance under the State plan approved under
this title, a State plan for medical assistance may— ,

(1) provide that, as a condition of eligibility for medical assist-
ance, each applicant or recipient who has legal capacity to execute
an assianmend for himself, or on behalf o{ another individual who
18 eligible to receive medical assistance by reason of the require-
ments of this title and lacks such legal capacity to make an assign-
ment for himself, will be required—

(4) to assign the State any rights to 3:];port which s
specified as support for the purpose o Z medical care by a court
or admnistrative order, and any rights to payment for medi-
cal care frem any third party, which such applicant or re-
cipient may have (i) on his own behalf or in behalf of such
eligible individual lacking such legal capacity, and (ii) which
have accrued at the time such assignment is executed,; and

(B) -to cooperate with the State (i) in establishing the
paternity of the eligible individual lacking such legal capacity
if such eligible individual is a child born out of wedlock, and
(22) in obtaining such support and such payments for himself
and for the eligible individual lacking such legal capacity,
unless (in either case) such applicant or recipient is found to
have good cause for refusing to cooperate as determined by
the State agency in accordance with standards prescribed by
the Secretary, which standards shall take into consideration
the best interests of the individuals innolved ; and

(2) promt{e for entertag into cooperative arrangememts vith
any appropnrate agency or appropriate organizational unit of any
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agency of the State, or of another State, and with appropriate
courts and law enforcement officials (i) to assist the State or local
agency, including the entering into o ncial arrangements with
such agency, organizational unit, courts, and ials in order to
conduct or assist in the conducting of the enforcement and collec-
tion of rights to support or payment assigned under this section,
and (1) with respect to any other matters of common concern to
such agency, organizational unit, courts, or officials and the State
or local agency.

(b) Such part of any amount collected by the State under an assign-
ment made under the provisions of this section shall be retained by the
State as is necessary to reimburse it for medical assistance payments
made to such individual on whose behalf such assignment was executed
(with appropriate reimbursement of the Federal Government to the
extent of its participation in the financing of such medical assistance).
%:dd' vﬁe uaffmaz'nder of such amount collected shall be paid to such
indi

* ! :  J & $ & ]

TITLE XX—GRANTS TO STATES FOR SERVICES

L J L * * & ] &
SEc. 2002. (a)

* & * . * * $

(16) No payment may be made under this section with respect to
any expenditure for the provision of any health related service if such
service 18 provided by an entity which has failed to comply with a
request made by the Secretary or State agency under section 2003 (d)
(1), for so long as such entity remains in noncompliance with such
request.

(18) Any State may refuse to enter into a contract or other arranqge-
ment with a provider of serrices for pmzoces of participation under
the program established by this title,or otheriwise to approve a prorider
for such purposes, if any person who has a direct or indirect orrnership
or control interest of &5 percent or more in such provider, or who iz an
officer. director, agent, or managing employee (as defined in section
1126(8)) of such provider, is a person described in section 1126(a),
and may terminate any suck contract, arrangement, or approval if it
determines that the provider did not fully and arcurately make any
disclosure required of it by section 1126(a) at the time the contract or
arrangement wcas entered into or the approval was given.

PROGRAM REPORTING

] ® t t 4 L
Sec. 2003, (d)(1) * * *
& L * ® |

(H) provides that the State’s proeram for the provision of the
services described in section 2002(a) (1) will be in effect in all
political subdivisions of the State ; [and}
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(I) provides for financial participation by the State in the
provision of the services described in section 2002(a) (a'ld) ﬂ ; and

(J) provides that any entity (other than an indiv prao-
titioner or a grou o{ practitioners) receiving pa ts for the
provision of health-related services complies with the requirements
of section 1124, and supplies (within such period as may be spec-
ified in regulations by the Secretary or by the single State agenc
which administers or supervises the administration of the plan
upon request specifically addressed to such entity by the Secretary
or such State agency, respectively, (£) full and complete informa-
tion as to the ownership of a subcontractor (as defined by the
Secretary in regulations) with whom such entity has had, during
the previous twelve months, business transactions in an aggregate
amount in excess of $25,000, and (ii) full and complete informa-
tion as to any significant businass transactions (as defined by the
Secretary inre%atiom), occurring during the five-year period
ending on the of such request, between such entity and any
wholly owned supplier or between such entity and any subcon-
tractor.

SectioN 332 oF Tune PusLic HEaLTHI SERVICE AcCT

DESIGNATION OF HEALTH MANPOWER SILIORTAGE AREAS
Sec. 332. (a) (1) * * *

¢ L * ¢ L J L L

(¢) In determining whether to make a designation, the Secretary
shall take into consideration the following:

(1) (A) The recommendations of each health systems agenc?'
(designated under section 1515) for a health service area which
includes all or any part of the area, population group, medical
facility, or other public facility under consideration for desig-
nation.

(B) The recommendations of the State health planning and
development agency (designated under section 1521) if such area,
population up, medical facility, or other public facility is
within a health service area for which no health systems agency
has been designated.

(2) The recommendations of the Governor of each State in
which the area, population group, medical facility, or other pub-
{ic facility under consideration for designation is 1n whole or part

(8) The extent to which indiwiduals who are (A) residents
of the area, members of the lon group, or patients in the
medical facility or other lic facility under consideration for
designateion, and (B) entitled to have payment made for medical
services under title XVIII or XIX of the Social Security Act,
cannot obtain such services because of suspension of phystcians
from the programs under such titles.

t

* *x * * *® *



94

(Public Law 94-505)

AN ACT To authorise conveyance of the interests of the United States in certain
lands in Salt Lake County, Utah, to Shriners’ Hospitals for Crippled Cbildren,
a Colorado corporation.
® s * * s s .

TITLE II—OFFICE OF INSPECTOR GENERAL

DUTIES AND RESPONSIBILITIES

Gslaorﬁo& (a) It shall be the duty and responsibility of the Inspector

e —

1) to supervise, coordinate, and provide policy direction for
auditing and investigative activities relating to programs and
operations of the Department; ]

(2) to recommend policies for, and to conduct, supervise, or
coordinate other activities carried out or financed by the Depart.
ment for the purpose of promoting economy and efliciency in the
administration of, or preventing and detecting fraud and abuse
in, its programs and operations; .

(3) to recommend policies for, and to conduct, supervise. or
coordinate relationships between the Department and other Fed-
eral agencies, State and local governmental agencies, and non-

overnmental entities with respect to (A) all matters relating to

e promotion of economy and efliciency in the administration of.
or the prevention and detection of fraud and abuse in, programs
and operations administered or financed by the Department, or
(B) the identification and prosecution of participants in such
fraud or abuse; [and}
~ (4) to keep the Secretary and the Congress fully and currently
informed, by means of the reports required by section 4 and other-
wise, concerning fraud and other serious problems, abuses, and
deficiencies relating to the administration of programs and opera-
tions administered or financed by the Department, to recommend
corrective action concerning such problems, abuses, and deficien-
cies, and to report on the progress made in implementing such
corrective action{.]; and

(5) to bdring civil actions on behalf of the United States in
cases of alleged civil fraud relating to any health related program
established or totally or partially fundeg under any provision of
the Soctal Security Act, sf no such civil action has been initiated
by the Department of Justice within a period of sixz months fol-
lowing a ﬁc(;mal referral of such case of alleged fraud by the De-
partment to the Department of Justice and when such action is
appropriate in the opinion of the Inspector General.

(b) In carrying out the responsibilities ified in subsection
(a) (1), the Inspector General shall have authorify to approve or
disapprove the use of outside auditors or to take other appropriate
steps to insure the competence and independence of such auditors.
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(c)In carrying out the duties and responsibilities provided by this
Act, the Inspector General shall give particular regard to the activities
of the Comptroller General of the United States with a view to avoid-
ing duplication and insuring effective coordination and cooperation.

REPORTS

Sec. 204. (a) The Inspector General shall, not later than March 31
of each year, submit a report to the Secretary and to the Congress
.ummarizing the activities of the Office during the preceding calendar
vear. Such report shall include, but need not be limited to—
(1) an identification and description of significant problems,
abuses, and deficiencies relating to the administration of programs
and operations of the Department disclosed by such activities;
(2) a description of recommendations for corrective action
made by the Office with respect to significant problems, abuses, or
deficiencies identified and described under paragraph (1);:
(33‘:1:1 evaluation of progress made in implementing recom-
mendations described in the report or, where appropriate, in
previous reports; and
&4) a summary of matters referred to prosecutive authorities
and the extent to which prosecutions and convictions have
resulted.
Such report shall also include an evaluation of the performance of the
Attorney General in the investigation and prosecution of criminal
riolations relating to fraud in the programs of health insurance and
medical assistance provided under titles XVIII and XIX of the
Social Security Act, and shall include any recommendations with
respect to improving the performance of such activities.

L L * L L | *

SociaL, SECURITY AMENDMENTS OF 1967

* L & L L * *

INCENTIVES FOR ECONOMY WHILE MAINTAINING OR IMPROVING QUALITY
IN THE PROVISION OF HEALTH SERVICES

Sec. 402. (a) (1) ** *

! * & * * *

“(H) to establish an experimental pro to provide day-care
services, which consist of such personal care, supervision, and
services as the Secretary shall by regulation prescribe, for individ-
uals eligible to enroll in the supplemental medical insurance
pro established under part B of title XVIII and title XIX
of the Social Security Act, in day-care centers which meet such
standards as the Secretary shall ﬁy regulation establish; [and]}

“(I) to determine whether the services of clincal psychologists
may be made more generally available to persons eligible for serv-
ices under titles XVIII and XIX of this Act in & manner con-
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sistent w i m?uahty of care and equitable and efficient admuustra

tJo

to develop or demonstrate improved methods for the in-
vestigation and prosecutzon of fraud in the ision of care or
services under the health programs established by the Social Secu-

rity Act.”.

SELECTED PROVISIONS OF THE INTER-
NAL REVENUE CODE OF 1954
26 US.C. 1—

Subtitle A—Income Taxes
CHAPTER 1—_NORMAL TAXES AND SURTAXES

* * & . * * *
Subchapter F—Exempt Organizations
PART I—-GENERAL RULE

Skc. 501. Exemption From Tax On Corporations, Certain Trusts.
Etc.

L . * * ]  J L
PROHIBITION OF DiscriMINATION BY CERTAIN SOCIAL CLuBs.—
Notwithst subsection (a), an organization which is described

in subsection (c) (7) shall not be exempt from taxation under subsec-
tion (a) for any taxable year if, at any time during such taxable
year, the charter, bylaws, or other governing instrument, or such
organization contains a pronsxon which provides for discrimination
against any person on the basis of race, color, or religion.

“(3) ProressioxAL STANvARDS REVIEW ORGANIZATIONS.—For pur-
poses of this title, a Professional Standards Review Organization
designated as such by the Secretary of Health, Education, and Wel-
fare under the pro'vmone of part B of title X1 of the Social Security
Act (including an organization designated under section 1154 of guch
Act) shall be treateclq as an organization organized and operated exr-
clusively for charitable purposes.”.

[(])](k) Cross REFERENCE.—
For nonexemption of Communist-controlled organizations, see sec-

tion 11(b) of the Internal Security Act of 1950 (64 Stat. 997; 50
U.S.C. 790(b) ).
O



