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MEDICARE-MEDICAID ANTI-FRAUD AND ABUSE
AMENDMENTS

OCTOBER 11, 1977.-Ordered to be. printed

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

CONFERENCE REPORT

[To accompany H.R. 31

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the, Senate to the bill (H.R. .8) to
strengthen the capability of the Government to detect, prosecute, and
punish fraudulent activities under the medicare and medicaid pro-
grams, and for other purposes, having met, after full and free con-
ference, have agreed to recommend and do recommend to their respec-
tive Houses as follows:

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

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert.the following:

BHORT' TITLE

Scrox 1. This Act may be cited av the "Medicare-Medicaid Anti-
Fraud and Abuse Amendments".

PROHItBIT7ION AGAINST ASSIGNMEN.T BY PHYSICIANS AND OTHERS OF CLAIMS
FOR SERVICES; CLAIMS PAYMENT PROCEDURES FOR MEDICAID PROGRAM

SEe. 2. (a) (1) Section 180(b) (5) of the Social Security Act is
onended by adding at the end thereof the follow in.g new sentence:
"A'o payment which under the preceding sentence may be made directly
to the physician or other person providing .the service involved (pur-
suant to an assignment desribed'in subparagraph (B) (ii) of para-
graph (3)) shall be made to anyone else under a rea8sigfnnent or power
of attorney (except to an employer, or facility as described in clause
(A) or (B) of s~Wh sentence) : but thing in this subsection shall be
construed (i)"' to prevent the making of such a payment in accordance
wvith.an assignment from the indivz4ual to whom the service was pro-
t;ded or a reassignment from the physiciant or other person providing
,quch service if such assignment or reassignment is made to a govern-
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mental agency or entity or is establishd by or pursuant to the order of
a court of competent jurisdiction, or (ii) to preclude an agent of the
physician or other person providing the service from receiving any
such payment if (but only if) such agent does 80 pursuant 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 pay-
ments due such physician or other person under this title is unrelated
(directly or indirectly) to the amount of such payments or the billings
therefor, and is not dependent upon the actual collection of any such
payment.".

(2) Section 1815 of such Act is amended by adding at the end
thereof the following new subsection:

"(c) No payment which may be made to a provider of services
under this title for any service furnished to an individual shall bA
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 o*f such a payment in accordance with an assignment from
the provider if such assignment is made to a governmental agency
or entity or is established by or pursuant to the order of a court of
competent jurisdiction, or (2) to preclude an agent of the provider
of services from receiving any such payment if (but only if) such
agent does so pursuant to an agency agreement under which the com-
pensation to be paid to the agent for his services for or in connection
with the billing or collection of payments due such provider under this
title is unrelated (directly or indirectly) to the amount of such pay-
ments or the billings therefor, and is not dependent upon the actual
collection of any sich payment.".

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

or serve provided to an individual 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
otherwise; except that--

"(A) in the case of any care or service provided by a phy-
sician, dentist, or other individual practitioner, such payment
may be made (i) to the employer of such physician, dentist,
or other 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 (ii) (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 practitioner and such facility under
which such facility submits the bill for such care or service;
and

"(B) nothing in this paragraph shall be construed (i) to
,prevent the making of such a payment 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 (ii) to
preclude an agent of such person or institution from receiving



any such payment if (but only if) such agent does SO pursuant
to an agency agreement under which the compensation to
be paid to the agent for his services for or in connection with
the billing or collection of payments due such person or
institution under the plan is unrelated (directly or indirectly)
to the amount of such payments or the billings therefor, and
is not dependent upon the actual collection of any such pay-
ment,"'-

(4) The amendments made by this subsection shall apply with re-
8pect to care and services furnished on or after the date of the enact-
me nt of this Act.

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

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

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

sure that 90 per centum of claims for payment (for -which no fur-
ther written information or substantiation is required in order to
make payment) made for services covered under the plan and fur-
nished by health care practitioners through individual or group
practices or through shared health facilities are paid within 30
days of the date of receipt of sucA claims and that 99 per centum of
such claims are paid within 90 days of. the date of receipt of such
claims, and (B) provide for procedures of prepayment and post-
payment claims review, including 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
effcient payment of claims and management of the program." and

(D) by inserting at the end thereof the following paragraph:
"The requirement of clause (A) of paragraph (37) with respect to

a State plan may be waived by the Secretary if he finds that the State
has exercised good faith in trying to meet such requirement.".

(2) The amendments made by paragraph (1) shall apply to calen-
dar quarters beginning on and after July 1, 1978, with respect to State
plans approved under title XIX of the Social Security Act.

DISCLOSURE OF OWNERSHIP AND RELATED INFORMATION

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

"DISCLOSURE OF OWNERSHIP AND RELATED INFORMATION

"SEC. 1124. (a) (1) The Secretary shal by regulation or by con-
tract provision provide that each disclosing entity (as defined in para-
graph (93)) sha-

"(A) as a condition of the disclosing entity'8 participation in,
or certification or recertifation under, any of the programs
established by titles M l, XVil, XIX, and XX, or

"(B) as a condition for the approval or renewal of a contract or
agreement between the dislosing entity and the Secretary or the
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appro.'i ate State agency under any of the promwa established
Uder title V, XVIII, XIX, and XX,

tup " the -Scretary or the appropvi~e State agency with full and
cornpete -nI am as to the identity f each person with an owner-
ship -or control intret (a8 defined in parayraph (8)) in the entity or
it any mboontntor (as defmed by t .Secretary in regulatiow) in
which the entity directly or ind rectly has a 5 per centum or nwre
ownership interest.

"(2) As twed in this seotion, the term 'diclosing entity' means an
etty which is-

"(A) az provider of services (as defined in Rect I&I~ 16(u) ,oth-er

than a fund), in independent clinimai laboator, a renal disease
forility, or a health maintenance organization (as defined in 4ec-
tan 1301 (a) of the Public Health Service Act);

"(B) an entity (other than an individual practitioner or grop
of practitioners) that furnishes, or arranges for the f4.ishing of,
items or 8e,vices Ivith respect to which payment may be clarned
by the erthty under any plan or program eetabi ishe pursuant to
t;tle V or under a State plan approved under title XIX;

6"() a *arrer or other agency or organization thar is acting as
u ficad intermediary or agent with respect to one or nwre pro-
r'iders of services (for purposes of part A or part B of te XVIII,
or both, or for purposes of a 8atie pkn approved sder' title
XIZ) pursuant to (i) an agreement under section 1816;. (), a
contract wonder section 18J#, or (iii) an agreement with a 8ingl,
State agency adminisgering or superviiM the administer rion of
a State plan approved under title XIX; or

"(F) an entity (other than an individual practitioner or rm p
of practitioners) that fu.ighe8.s. or arranges for tke farniging of,
h'ralth, related seivyioes with respect to irkic& paymeift oay be
*ikirnled by the entity 'umder a State plav or program a*proed

?Inder title XX.
"(_3 ) A s used in 'thi section, the term 'person witA an owtw e.Aip or

cofltroY ikeret' means, *vith rs eet to an entity, a person who. -
"(A) (i) has dirwtly or iwdireoty .(as determine, y the See-

retary in kgleions) an ownersAip interest of 5 per &entum or
more in the. entity; or

"(i) is Mhe owner (inw wl.e or in part) of an intemest of'5 per
eNtm or mror6, k tyny mvrtga., deed of. truwt, note, or other
obligation secured (in whoe or in part) by the entity or any of
"rhe property or assets thereof ; or

"(B) is an officer or director of the entity, if the entity is orga-n ize .- a rt"po'pation: or
"'(C) is a. partner in the entity, if the entity is organized as afoa?,tnerl4. ,"

(b) To the extent'detemnned to be Yersi1?e under r-r tions of
the Scretarm/, a disclosing entity shall also includein the -nikvmwZion
appliedd under subsection (a) (1)., with r§pert to th rsi ' with an
o,,ers p T or control 7.test.in the eniit4,.Yhe n<me of any other dis-
e/o.i,g entity 'th 'rsepect to which th e-,per. is a person ith an

'ne.~rsue oA conro penterest.". a
(6) Section 1861(j) (11 'of soh Act is atnenzded torhead as folows:

"(11) complies with the requirements of section 1124,1"_



(b) ,Clause (W) of section 1866(b) (2) of such Act is amended by

inserting "(i) " after "&failed", and by adding aft er "to Verify- such

information," the fOllowing: "or (2920) to uppi (-in such -period
as u~ bespc~fedby the Secretary in reg iazio'ns )uponreua

especially addressed to 8uch provider by the Secretary (1) full and

complete information as to the ownership of a subcontractor (a-
defined by the Secretary in regulations) with whom euch provider has-

had, during the previous twelve iionths, business transactions in an

aggregate amount in excess of $25,O, and (II) full and complete

information as to any significant business transactions (as defined

by the Secretary in regulations), occurring during the- five-year period

ending on the date of such request, between such provider and any

wholly oined supplier or between such provider and any subcon-

tractor,".
(c) (1) Section 1902 (a) of such Act (as amended by section 2(b) (1)

of this Act) is amended-
(A) by amending paragraph (35) to read as follows:
"(35) provide that any intermediate care facility receiving pay-

ments under such plan complies with the requirements of sec-

tion 1124;,;
(B) by striking out "and" at the end of paragraph (36);
(C) by 8trikhnq out the period at the end of paragraph, (37>

and inserting in lieu thereof "; and"; and
(D) by inserting after paragraph (37) the following new

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

titioner or a group of practitioners) that furnishes, or arranges-

for the furnishing of, item8 or 8er?ices under the plan, shall sU/)-

ply (within such period as may be specified in regulations by the

Secretary or by the single State agency which- administm rs
supervis the admistration of the plan) upon request specifi-
cally addressed to such entity by the Secretary or such State-
aqency, respectively, (A) full and complete information as to,
the owners hip of a subcontractor (as defined by the krcietar.
in regulations) with whom such entity has had, during the previ-
ous twelve months, business transactiors in an aggregate amount
in excess of $25.000, and (B) full and complete information as
to any significant business transactions (as deflnd by the Secre-
tary in regulations), occurring during the five-year period evd-
inq on the date of such request, between such entity and any
w, holly ovned supplier or between such entity and aNy sub:
contractor.".

(2) Section 1903(i) (2) of such Act is amended by inserting before
the semicolon at the end thereof the following: ", or by reason of
noncompliance with a request made by the Secretary under c7au.xe

(C) (ii) of such section 1866(b) (2) or under section 1902 (a) (38)".

(d) (1) Section 2003(d) (1) of such. Act is amended-
(A) by striking ovt "and" at the end of subparagraph (tH:

(B) by striking out the period at the end of subparagraph (I)
and inserting in. lieu thereof" ; and"; and

(C) by adding after subparagraph (I) the following new
subparagraph:
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"(J) provides that any entity (other than an individual prac-
titioner o r a group of practitiners) receiving payments for the
provision of health related services complies with the require-
ments of section 1124, and rupplies (within such period as may
be specified in regulations by the Secretary or by the State
ageiwy which administers or supervises the administration of the
plan) upon request 8pecifically addressed to such entity by the
Secretary or such State agency, respectively, (i) full and com-
plete information as to the ownership of a subcontractor (as de-
fined 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 com-
plete information as to any significant business transactions (as
defined by the Secretary in regulations), occurring during the
five-year period ending on the date of such request, between such
entity and any wholly owned supplier or between such entity
and any subcontractor.".

(2) Section 2002 (a) of such Act is amended by adding at the end
thereof the following new paragraph:

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

(e) The amendment made by subsection (a) (1) shall apply with
respect to certifications and recertifications made (and participation in
the programs established by titles V, XVII, XIX, and XX of the
Social Security Act pursuant to certifications and recertificat io
made), and fiscal intermediary or agent agreements or contracts &&-
tered into or renewed, on and after the date of the enactment of this
Art. The remaining amendments made by this section shall take
effect on the date of the enactment of this Act; except that the amend-
ments made by subsections (c) and (d) shall become effective Jan-
uary 1,1978.

PENALTIES FOR DEFRAIDING MEDICARE AND MEDICAID PROGRAMS

SEC. 4. (a) Section 1877 of the Social Security Act is amended to
read as follows:

"PENAL TIES

"SEC. 1877. (a) Whoever-
"(1) knowingly and willfully makes or causes to be made amy

false statement or representation of a material fact in any appli-
cation for any benefit or payment under this title,

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

"(3) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit or payment,
or (B) the initial or continued right to any such benefit or pay-
ment of any other individual in whose behalf he ha 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 qua.tity- that's due or
when no such benefit or payment is authorized, or

"(4) haing made application to receive any such benefit or pa-
ment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of &Wlh
other persOn,

hall (i) in the case of such a statement, representation, conc almnt,
failure, or conversion by any person in onnection with the furnishing
(by that person) of items or services for 'which payment is or may be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years
or both, or (ii) in the case of such a statement, representation, conceal-
ment, failure, or conversion by any other person, be guilty of a mis-
demeanor and upon conviction thereof fined not more than $10,000 or
imprisoned for not more than one year, or both.

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

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

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

shall be guilty of 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 any kick-
back, bribe, or rebate) directly or indirectly, overtly or covertly, in cash
or in kind to any person to induce such person-

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

"(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering any good, facility, service, or
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 $625,000 or imprisoned for not more than five years, or
both.

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

vider of services or other entity under this title if the reduction in
price is properly disclosed and appropriately reYFected 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 fde employment relationship zeith such employer) for
employment in the provision of covered items or services.



"Se) 'Whoever kn~owingy and willfully make.6 or catmes to be made,
ortlVJA~e8 or wlsk to'sta~uce the making of, anW fdqae'- 8tatemnent or
representation of a material fact with respect to the conditionss or
operation of any intitution or facility in order that such institution
or fqcility may qu~2ify (either uptn initial certiftcation or upon )re-
certfloation) as a hospital, killed nursing facility, or home health
agency (as those term are defined in section 1861), shall be guilty
of a felony and upon conviction thereof shall be fined not more than
$25,000 or imprisoned for not more than five. years, or'both.

" (d) Whoever accept assignments dscred in section 1842 (b) (3)
(B) (ii) and knowingly, willfully, and repeatedly violates the term
of such aseignment8 specified in subclause (I) of such section, shall
be guilty of a misdemeanor and upon conviction thereof shal be fined
not more than $2,000 or imprisoned for not more thall 8i months, or
both.".

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

"tPENALTIES

"SEc. 1909. (a) Whoever-
"(1) knowingly and willfully make 8or causes to be made any

false statement or representation of a material fact in any applica-
tion 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 determine r ghts to such benefit or payment,

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

"(4) having nade application to receive any such benefit or
payment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by. any person in connection with the furnishing
(by that person) of items or services for which payment.is or may be
made under this title., be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years
or both, or (ii) in the case of such a statement, representation, conceal-
ment, failure, or .conversion by any other person, be guilty of a m.is-
demeanor and upon conviction thereof fined not more than',$10.000
or imprisoned for not more than one year, or both. In aditiv, in any
case where an "dividua 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 i option
(notwithstanding any other provision of this title, or of such plan)



1'nit, restrict, or suspend the eligibility. of that inid tor such
period (not 8aaeed'y one year) as it dee axproptte; bg the im.
position of a lN.ita ,n retriction, or s8pe~n- aa*ith r8pe$t to the
eliqibility of any individual under this oentenve &al not afeot the
eliqbity of anV, other person far assistance nder the pUan, regardSs
of t4e relationsAip between that individual and such other person

"(b) (1), Whoemfr solicits or receives any remumeration (ind ding
any kikbak, bribe, or rebate) directly or indirectly, overtly or
co -ertly in ca.h or in kind-

"(A) in mturn for referrmg an individual to a person for the
furniaking or arranging for the fi4nhing of any item or service
for ihich payment may be made in whole or in part uwnkr this
title, or

"(B) in return for purchasing, leasing, orderiAg, or arranging
for, recomxnding purchasing, losing, or orde ring amy good,
.facility, service, or item for which payment may be made in whole
or iw part under this title,

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

"(2} Whoeler Qfof's or pays any remineration (inwluding any kick-
back, bribe, or rebate) directly or indirectly, overtly or covertly, in
cash or in kind to any person to induce such person--

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

"(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering awny good, facility service, or
item for which payment may be made in whole or in part under
th4 title,

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

"(3) Paragraphs (1) and (2) shallnot apply to--
"(A) a discount or other reduction in price obtained by a pro-

vider f serVices or other entity under this title if the reduction in
price is properly disclosed and appropriately reflected in the costs
claimed or charges made by the provider or entity under this
title; and

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

"(c) Whoever knowingly and willfully makes or causes to be made,
6r induces or seeks to induce the making of, ay false statement or
representation of a material fact with respect to thMe conditions or oper-
ation of any institution or facility in order that such institution or

facility may qualify (either upon initial certification or upon recerti-
fication) as a hospital, skilled nursing facility, internwdiate care facil.

or home health agency (as those terms are employed in this title)
shall be guilty of a felony and upon conviction thereof shall be tined
not more than $25,000 or imprisoned for not more than five years, or
both.

H. Rept. 673, 95-1-2
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"(d) WThever 7cnowingty and w-i fully-
"(1) charges, for ay service provided to a patient under a

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

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

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

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

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

8halfbe 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."-

(c) Section 204 (a) of Public Law 94-505 (42 U.S.C. 3524) (relating
to annual reports of the Health, Education, and Welfare Inspector
General) is amended by adding at the end thereof the following sen-
tences: "Such report also shall include a detailed description of the
cases referred by the Department of Health, Education, and Welfare
to the Department of Justice during the period covered by the report,
an evaluation of the performance of the Department of Justice in the
investigation and prosecution of criminal violations relating to fraudin the programs of health inqsviance and medical as8stanc.e provided
under titles XVIII and XIX of the Social Security Act, and any rec-
ommendations with respect to improving the perfomuane of such

activities by the Department of Justice. Promptly, after the Inspector
General submits such a report to Congress, the Attorney General shall
report to Congress concerning the details of the dispostion of the cases
referred to the Department of Justice and described in the Inspector
General's report.".

(d) The amendments made by subsections (a) and (b) shall apply
with respect to acts occurring and statements or representations made
on or after the date of the enactment of this Act.

AMENDMENTS RELATED TO PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

SEc. 5. (a) Section 1152(e) of the Social Security Act is amended
to read as follows:

"(e) Where the Secretary finds a Professional Standards Review
Organization (whether designated on a conditional basis or other-
wise) to be competent to perform review responsibilities, the review,
certification, and similar activities otherwise required pursuant to pro-
visions of this Act (other than this part) shall not be applicable with
respect to those providers, suppliers, and practitioners being reviewed
by such Professional Standards Review Orqanization, except to the
extent specified by the Secretary. Nothing in the preceding sentence
shall be construed as rendering inapplicable any provision of this Act



wherein requirements with respect to conditions for eligibility to or
payment of benefits (as distinct from review and certification made
ivith respect to determinations of the kind made pursuant to para-

graphs (1) and (2) of section 1155(a)) must be satisfied.".
(b) (1) Section 1154 (b) of such Act is amended-

(A) by striking out "(which may not exceed 24 months)" in
the first sentence and inserting in lieu thereof "(which may not
exceed 48 months except as provided in subsection (c) ) ";

(B) by inserting ", in addition to review of health care services
provided by or in institutions," in the first sentence after "per-
f orn "; and

(C) by striking out "or ordered by phys8ia" and all that
follows through "and organizations" in the second sentence
and inserting in lieu thereof "by or in institutions (including
ancillary services) and, in addition, review of such other health
care services as the Secretary may require -

(2) Section 1154 of such Act is further amended by redesignating
subsection (c) as subsection (d) and by inserting after subsection (b)
the following new subsection:

"(c) if the Secretary finds that an organization designated
under subsection (a) has been unable to perform satisfactorily all of
the duties and functions required under this part for reasons beyond
the organization's control, he may extend. such organization's trial
period.for an additional period not exceeding twenty-four months.".

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

section (a) (6) (A) and inserting in lieu thereof "directly respon-
sible for";

(B) by striking out "any financial" in subsection (a) (6) (B)
and inserting in lieu thereof "a significant financial";

(C) by inserting after subsection (f) (2) the following new
paragraph:

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

(D) by striking out subsection (g) and inserting in lieu thereof
the following new subsection:

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

"(2) The Secretary shall require any Professional Standards Re-
view Organization which is. capable of exercising review responsibility
with respect to ambulatory care services to perform review responsl-
bility with respect to such services on and after a date not earlier than
the date the organization is designated as a Professional Standards
Review Organization (other than under section 1154) and not later
than two years after the date the organization has been so designated,
but any such designatedProfessional Standards Review Organization
may be approved to perform such review responsibility at any earlier



time if uch organization applies for, and is fou/d capable of exercis-
ing, such responsibility.".

(2) Section 1101 (a) of such Act is amended by inserting after para-
graph (8) the following new paragraph:

"(9) The terM 'shared health facility' means any arrangement
-whereby-

"(A) two or more health care practitioners practice their pro-
Jessions at a common physical location;

"(B) such plractitiners 8hare (i) common waiting areas, exam-
inhng rooms, treatment rooms, or other space, (ii) the services of
8Upporting staff, or (iii) e iment

"(C) such practitioners have a person (who may himself be a
practitoner)-

"(i) who is in charge of, controls, manges, or supervises
substantial aspects of the arrangement or operation for the
delivery of health or medical services at such cown physi-
cal location, other than the direct furnishing of professional
health care services by the practitioners to their patent8; o

"(ii) who makes available to mwh practitioners the 8er Vices
of supporting staff who are not employees of uch practi-
tioners;

vnd who is compensated in whole or in part, for the use of such
common physical location or support services pertainirn thereto,
on a bass related to amounts charged or colected for te services
rendered or ordered at such location or on any basis clearly un-
related to the vakue 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, XVIII, and XIX in an
amount exceeding $5,000 for any one month during the preceding
12 nwnths or in an aggregate amount exceeding $40,000 during
the preceding 12 months;

except that such term does not include a provider of seriees (as de-
fined in section 1861 (u) of this Act). a health maintenance organiza-
tin (as defined in section 1301 (a) of the Public Health Service Act), a
hospital cooperatve shared services organization meeting the require-
ments of section 501 (e) of the Internal Revenue Code of 1954, or any
public entity.".

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

"(c) WYere a Professionad Standards Review Organization
(whether designated on a conditional basis or otherwise) has beenfound competent by the Secretary to assume review responsibility with
-respect to specified types of health care services or specific providers
or practitioners of such semnices and is performing such reviews, deter-
2n.inat;ons made pursuant to paragraphs (1) and (2) of section 1155
(a) in connection with such reviews shall constitute the conclusive
detenbnation on those issues (subject to sections 115.9, 1171(a) (1),
and 1171(d) (3)) for purposes of payment under this Act, and no re-
i evi.? -with respect to those determinations shall be conducted, for pur-
poses of payments by agencies and organizations which are varties to
agreennts entered into by the Secretary pursuant to section 1816,
barriers which are parties to contracts entered into by the Secretary



puint to section 1842, or single State agw adms temng or
8upe o ? g the administration of State plam approved under title

(2) (A) Section 1152(b) (2) of such Act is amended by striking out
"submitted to him by the a8sociation, agency, or organization" and
inet0 in Niuthrof"hch 8haZZ be -developed and aulnnitted by
the association, agency, or organization in accordance With &b86C-
tion Ah)"..

(B Section 11,52 of such Act is further arended by adding at the
end thereof the following new subsection:

"(4)1) During the development and preparation by an organiza-
tion of its fornal plan under subsection (b) (2) or of an mrodifica-
tion of such p/an to include reviewe of services in killed nursng facil-
ities (as defined in section 1861 (j) ) or intermediate care -facilities (as
defined in sect;on 1905(c)) or review of ambulatory care services, the
organization 8hall consult with the single State agency responsible for
adxinistering or supervising the administrations of the State plan
approved under title XIX for the State in which the organization &
located.

"(2) Such plan and any such modifioation shall be submitted to the
GoVe0Wor of 8uch State, at the time of it8 submission to the Secretary,
fo his comments.

"(3) The Secretary, before making the findings described in sub-
section (b) (2) or a finding regarding the organization capability/ tn
perform. review of suwh se2rices (as the case maJ be), shall consider
any quch comments subnzifted to him by such Governor before the end
of the thirty-day period beginning on the date of submission of the
plan, or of any such modification (as the cae nay be).

"(4) If, .after considering such comments, the Secretary intends to
make .findings which are adverse to such comments, the Secretan/ shall
provide the IGoernor making such comments with the opportuflnty to
submit additional evidence and comments on such intended flndinqs
during a period of not lpss than thirty days ending before the findiigs.
became effective.".

(C) Section 1154 of such Act (as? amended by subsection (,b) (2) of
this section) is further amended by adding after subsection (d) the
jolowinva new, .sub.ection:

"(e) In determ4;,inq whether an organization designated on a con-
ditional basis a, the Professional Standards Review Oyqanization for-
any awea is sbstantia7/ carrying out its duties in a satisfactory, ran-
ner and should be considered a qualified organization, the Secretary
shaV ' follow the procedure. specified in section 1152(h) (corcerni q
the Secre.toarys rovsideratGon o f con.ments of the Governor of the State
in which the orgqanzaton. is ocaftd).".

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

"MEMORANDUMS OF UNDERSTANDING; FEDERAL-STATE

RELATIONS GENERALLY

"NEC. 1171. (a) (1" Except as o.'dPled ;r paragraph (2), no d te'-
mination made by a Pro.*fessional Standards Review OrYa inzation pur-
suant to paragraphs (1) and (2) of section 1155 (a) in connection with
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review shall codttute concuive determination under sec on I158
(c) for purposes of payment under'title xrx, unless such organiza-
tion has entered into a memorandum of understanding, approved by
the Secretary, with the single State agency responsible for administer-
ing or supervising the administration of the State plan approved un-
der title XIX for the State in which the organization is located (here-
inafter in this section referred to as the 'State agency') for the pur-
pose of delineating the relationship between the organization and the
State agency and of providing for the exchange of data or informa-
tion, and for administrative procedures, coordination mechanisms, and
modifwation of the memorandum at any time that additional responsi-
bility for review by the organization is authorized by the Secretary.

"(2) The requirement of paragraph (1) may be waived by the
Secretary if (A) the State agency indicates to the Secretary that it
does not wish to enter into a memorandum of understanding with the
organization involved, or (B) the Secretary finds? that the Stateagency
has refused to negotiate in good faith or in a timely manner with the
organization involved.

" (b) (1) The State agency may request a Professional Standards
Review Organization which is entering into such a memorandum of
understanding with the agency to include in the memorandum a
specification of review goals or methods (additional to any such goals
or methods contained in the organization's formal plan) for the per-
formance of the organization's duties and functions under this part.

'(2) If the agency and the organization cannot reach agreement
regarding the inclusion of any such requested specification, the Secre-
tary shall review such specification and shall require that the specifi-
cation be included in the memorandum to the extent that the Secretary
determines that such specification of goals or methods (A) is consistent
with the functions of the organization under this part and with the
provisions of title XIX and the State's lan approved under such title,
and (B) does not seriously impact on the effectiveness and uniformity
of the organization's review of health care services paid for under
title XVIII and title XIX of this Act.

"(c) Notwithstanding any other provision of this Act, the State
agency may contract wzth any Professional Standards Review Orga-
nization located in the State for the performance of review responsi-
bilities in addition to those performed pursuant to this part (and the
cost of performance of such additional responsibilities is reimburs-
able as an expense of the State agency under section 1903 (a)) if-

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

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

"(d) (1) Each 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 organizations
and is approved by the Secretary. The costs of activities of the State
agency under and in accordance with such plan are reimbursable as
an expense of the State agency under section 1903(a).
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"(2) A monitoring plan developed and approvedounder pragraph
(1) may include aspecification of perform/n e Mrteria for Judgin*W
the effectiveness of the review performance of the Profesional Stana-
ards Review Organizations. If the State agency and the Profesmiona
Standards Review Organizations cannot reach agreement regarding
such criter, the Secretary shall assist the agency and organizations
in resolving the matters in dispute.

"(3) (A) -Whenever a State agency monitoring thi performance of
review responsibilities by a Pro fe'8ional Standards Review Organiza-
tion under a plan developed and approved under paragraph (1), sub-
mits to the Secretary reasonable documentation that the review
determinations of such organization have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and on
the appropriateness of care received by individu4als under the State's
plan approved under such title, and requests the Secretary to act, the
Secretary shall, within thirty days from the date of receipt of the docu-
mentation, make a determination as to the reasonableness of the allega-
tion by the State agency. If the Secretary determines that the review
determinations of such organization have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and
on the appropriateness of care received by individuals under the State's
plan approved under such title, unless the Secretary determines that
the organization has taken appropriate corrective action, he shall
immediately suspend such organization's authority in whole or in part
under section 1158 (c) to make conclusive determinations for purposes
of payment under title XIX (and he may suspend such authority for
purposes of payment under title XVIII) until he (i) reevaluates suCh
organization's performance of the reiponsibilities involved and deter-
mines that such performance does not have such unreasonable and
detrimental impact, or (ii) determines that the organization has taken
appropriate corrective action. Any determination made by the Secre-
tary under this subparagraph shall be final and shall not be subject to
Judicial review.

"(B) The Secretary shall notify the State agency submitting such
documentation, and the organization involved, in writing, of his deter-
mination, any subsequent actions taken, and the basis thereof, and shall
notify the appropriate committees of the United States House of Rep-
resentatives and the Senate of any such documentation submitted and
the actions taken.

"(e) (1) The Secretary shall in a timely manner establish procedures
and mechanisms to govern his relationships with State agencies under
this part (specifically including his relationships with such agencies in
connection with their respective functions under the preceding provi-
sions of this section). Such mechanisms shall include periodic consulta-
tion by the Secretary with State agency representatives and
representatives of Professional Standards Review Organizations
regarding relationships between such agencies and such organizations
(including the appropriate exchange of data and information between
such agencies and such organizations) and other problems of mutual
concern, and such procedures shall permit the State agency to be repre-
sented on any project assessments conducted by the Secretary with
respect to a Professional Standards Review Organization located
within its State.
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"(s4) Eqck Pronional StandarU Review Or' shll pro-
wdto t ate a y for thSta in -w 0 -it 4 lsiaed, upon

rtast, -data or ~*ifta iodh the &,cry "'juiiw suoh organi-
waloi to .10e t o him rougtiR.?y on a loan'ds wbwis, and'vuoh other

dt or m'formatim (M the iSemweUr! authiomesto be diekulofed."'.
.)(A) Sebton 1,166&(e) (1) of suh Act iiaengd~d byatrinq out

"01 a hospital or other peratitg health care fao.li/ or , rg* a nil
in ZM* *it k&Wq "of a Auepitai (inuiftg any skil led

~ain~ f~iy,01 dv2ned a~ ection 1&61() 60 i nrmediwt care
faciW km qa d tied in setion 190b6(V2 IwhJ 18 also a -part -of such
koaptal or -other operating healt care feoiuiy or kerguesfizction

(ot.e" *Awn swh a s8k ed n mirng facility or intermediate care fa-
ciy' whkth is not a part of a hopital) "7.

(I.) Seotivn 1145 (a) of auch Aot is amended.--
(i) by iftertvng "(ewoept a8 pm ded in paragraph (7) )"in

paragraph (1) after "Mwtitutiownd aad -?wninsttutional providers
of health care 8ervioes" ; and

(ii jby imne,'4%g after paragraph (6) thoe /ol~owing new para-

(7)-() Exoept a8 provided~in s*ub parqgrql& (B), a Profaneional
Stard Review Organization located in a State has the function
and duty to asmne reyonibility for the review wider paragraph (1)
of p fessinal activitws in intend iate care facilities (as defied in
section 1905(c)) and in public imtitutiom for the mentally retarded
(described in section 1905(d) (1) ) only if (i) the Searetary finds, on
the basisof such docurmntatwn as he may equre fIm the State, that
the single State agenoy which administers or supervised the adminis-
tration of the -State , n-approved under title XIX for that State is not
performing e fective review of the .qualty and lc8siV of health care
services proved in such facilities and institutions, or (ii) the State
requests such organization to assume such responsility.

"(B) A ProfestionaZ Stndards Review Organization located in
a State has the function and duty to assume responsibility for the
review under paragraph (1) of professional activities 8in itermediate
care facilities in the State tlt are also skilled nursing facilities (as
defined sectwn, 1861 (i))7 to the extent that the Secretary finds that
the performance of such funetion by the singe State agency (de-
scribed in subparagraph (A)) for that State is ine$cied .

(e) Section 1160(b) (1) of such Act is amended by 8trU ing out
"practitioner or provider" and inserti#g in lieu thereof "health care
practitioter or hospital, or other health care facility, agency, or orga-
nization" each time it appears therein.

(f) Section 1163(a) (2) of such Act is amended to read as follows:
"(2) Members of the Council shall be appointed for a term of three
years, except that the Secretary may provide, in the case of any terms
scheduled to expiire after January 1. 1978, for such shorter term.q as
will ensure that (on a continuing basis) the terms of no more than
four members expire in any year. Members of the Councl shall be
eli.gible for reappointment.".

(g) Section 1163 of such Act is amended ly striking Olt 8U7SeCton
(f).

(h) Section 1166 of such Act is amended=-



(1) by striking out "or (2)" in subsection (a) and inserting
in lieu thereof ", ()";

(2) by inserting the following immediately before the period
at the end of subsectwn (a): ", or (3) in accordance with 8ubsec-
tion (b)";

(3) by redesignating subsection (b) as subsection (c);
(4) by inserting the following new subsection immediately

after subsection (a) :
"(b) A Professional Standards Review Organization shall provide,

in accordance with procedures established by the Secretary, data and
information,-

"(1) to assist Federal and State agencies recognized by the
Secretary as having responsibility for identifying and investi-
gating cases or patterns of fraud or abuse, which data and in-
fornation shail be provided by such Organization to such agen-
cies at the request of such agencies at the discretion of such Or-
ganization on the basis of its findings with respect to evidence of
fraud or abuse;

"(2) to assist the Secretary, and such Federal and State agen-
cdes recognized by the Secretary as having health planning or
related responsibilities under Federal or State law (including
health systems agencies and State health planning and develop-
ment agene8), in carrying out appropmate health care plan-
ning and related activities, which data and information shall be
provided in such format and manner as mnuy be prescribed b the
Secretary or agreed upon by the responsible Federal and State
agencies and such Organization, and shall be in the form of ag-
gregate statistical data (without identifying any individual) on
a geographic, institutional, or other basis "reflecting the volume
and frequency of services furnished, as well as the demographic

characteristics of the population subject to review by such
Organization.

The penalty provided in subsection (c) shall not apply to the disclo-
sure of any data and information received under this subsection, except
that such penalty shall apply to the disclosure (by the agency receiv-
ing such data and information) of any such data and information
described in paragraph (1) urness such disclosure is made in a judicial,
administrative, or other formal legal proceeding resulting fror an
investigation conducted by the agency receiving the data and informa-
tion."; and

(5) by inserting after subsection (c) (as so redesignated) the
following new subsection:

"(d) No patient record in the possession of a Professional Stand-
ards Review Organization, a Statewide Professional Standards Re-
view Council, or the National Professional Standards Review Council
shall be subject to subpoena or discovery proceedings in a civilization.".

(i) Section 1167 of such Act is amended by adding the following
new subsection at the end thereof:

"(d) The Secretary hall make payment to a Professional Standards
Review Organization, whether conditionally designated or qualifled,
or to any member or employee thereof, or to any person who fuanvshes
legal counsel or services to such organization, in an amount equal to

H. Rept. 673, 95-1-3



the reasonable amount of the expenses incurred, as determined by
the Secretary, in connection with the defense of any suit, action, o '
proceeding brought against such organization, member, or employee
related to the performance of any duty or function of such organiza-
tion, member, or employee (as described in section 1155).".

(j) Section 1168 of such Act is amended by adding at the end thereof
the following new sentence: "The Secretary Shail make payments to
Professional Standards Review Organizations (whether designated
on a conditional basis or otherwise) from fund described in the first
sentence of this section (without any requirement for the contribution
of funds by any State or political subdivision thereof) for expenses
incurred in the performance of duties by such Organizations.".
(k) Part B of title XI of such Act (as amended by subsection (d)

(2) (D) of this section) is further amended by adding after section
1171 the following new section.-

"ANWYUAL REPORTS

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

"(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;

"(.) the numberof health care institutions and practitioners
-whose services are subject to review by Professional Standards
Review Organizations, and the number of beneficiaries and recip-
ients who received services subject to such review during such
year;

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

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

"(5) changes in utilization rates and patterns, and changes in
medical procedures and practices, attributable to the activities of
Prof esional Standards Review Organizations;

"(6) the results of program evaluation activities, including the
operation of data collection systems and the status of Profes-
sional Standards Review Organization data policy and imple-
mentation;

"(7) the extent to which Professional Standards Review Or-
ganizations are performing reviews of services for other gov-
ernmental or private health insurance programs, and

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

and (k) of this section) is further amended by adding after section
1172 the following new section:



,,MEDICAL. OFFICERS IN AMERICAN SAMOA, THE NORTHERN MARIANA
ISLANDS, AND THE TRUST TERRITORY OP THE PACIFIC ISLANDS TO BE
INCLUDED . rs'THE PROFESSIONAL STANDARDS REVIEW PROGRAM

"S'c. 1173. For purposes of applying this part (ewcOept Se6tiOn8
1155 (c) and 1163) to American Samoa, the Northern Mariana hsland8s
and the Trwt Territory of the Pacifie Islands, individuals licensed to
practice medicine in those places shall be considered to be physicians
and doctor of medicine.".

(2) The second sentence of section 1101(a) (1) of such Act i8
amended by inserting "and in part B of this title" after "title V".

(m) Section 1861 (w) (2) of such Act is amended by iwerting "part
I? of this title or under" immediately after "entitled to have payment
made for uch serves under".

(n) Section 1167 of such Act is amended-
(1) by inserting "or to any Statewide Professional Standards

Review Comqcil" in subsection (a) after "Proffessional Standards
Review Organization";

(2) by inserting "or such Council" in subsection (a) after "such
Organization",;

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

() by inserting -"or council" in subsection (b) (1) after
" organization",;

(6) 'by inserting "or of Statewide Professional Standards Re-
view Councils" in subsection (b) (1) after "Review Organiza-
tions"; and

(6) by inserting "AND STATEWIDE PROFESSIONAL STANDARDS RE-
VIEW C OUNCLS" in the heading of the section after '"PRoFESSIONAL
STANDARDS REVIEW ORGANIZATIONS-

(o) (1) Section 1152(b) (1) (A) of such Act is amended by striking
out "subsection (c) (i)" and inserting in lieu thereof "subsection
(c) (1)".

(2) Section 1135(a) (1) of such Act is amended by strikin g out
subjectct to the provisions of subsection (g) )"in the matter preced-
ing s&ubparagraph (A).

(3) Section 1160(b) (1) of suoh Act is amended by inserting "or"
after "permaiently" in the matter follOwing subparagraph (B).

(p) Section 1155(a) (5) of such Act is amended by strn1ing out all
that follows "Professional Standards Review Organization" and in-
serting in lieu thereof a period.

ISSUANCE OF SUBPOENAS BY COMPTROLLER GENERAL

SEC. 6. Part A of title XI of the Social Security Act is amended
by inserting after section 1124 (added by section 3(a) of this Act)
the folou.4ng new section:

"ISSUANCE OF SUBPENAS BY COMPTROLLER GENERAL

"SEC. 1125. (a) For the purpose of any audit, investigation, exam-
ination, analysis, review, evaluation, or other fultetion authorized by
law with respect to any program authorized under this Act, the Comp-
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troller General of the United States shall have power to sign and issue
subpena8 to any person requiring the production of any pertinent
books, records, documents, or other information. Subpenas so issued by
tihe Comptroller General shall be served by anyone authorized by him
(1) by delivering a copy thereof to the person named therein, or (2)
by registered mail or by certified mail addressed to such person at his
last dwelling place or principal place of business. A verified return
by the person 8o serving the subpena setting forth the manner of
service, or, in the case of service by registered mail or by certified mail,
the return post office receipt therefor signed by the person 8o served,
shall be proof of service.

"(b) In case of contumacy by,. or refusal to obey a subpena issued
pursuant to subsection (a) of this section and duty served upon, any
person, any district court of the United States for the Judicial district
in which such person charged with contumacy or refusal to obey is
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 contempt thereof. In proceedings
brought under this subsection, the Comptroller General shall be repre-
sented by attorneys employed in the General Accounting O4fYee or by
counsel whom he may employ without regard to the provisions of
title 5, United States Code, governing appointments in the competitive
service, and the provisions of chapter 51 and subchapters III and VI
of chapter 53 of such title, relating to classification and General Sched-
le pay rates.
"(c) No personal medical record in the possession of the General

Accounting Office shall be subject to subpena or discovery proceedings
in a civil action.".

SUSPENSION OF PRACTITIONERS CONVICTED OF MEDICARE- OR MEDICAID-
RELATED CRIMES

SEc. 7. (a) Section 1862 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(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 off sense
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 under this title for such period as he may deem appropriate;
ad no payment may be made under this title with respect to any item
or service furnished by such physician or practitioner during the
period of such suspension. The provisions of paragraphs (2) and
(3) of subsection (d) shall apply with respect to determinations made
by the Secretary under this subsection.

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

"(A) promptly notify each single State ageny which admin-
isters or supervises the administration of a State plan approved



under title XIX of the fact, circumstances, and period of such
suspenswn, and

"(B) promptly notify the appropriate State or local agency
or authority hang responsibility for the licensing or certification
of such physician or practitioner of the fact and circumstances of
such suspension, request that appropriate investigations be made
and sanctions invoked in accordance with applicable State law
and policy, and request that such State or local agency or author-
ity keep the Secretary and the Inspector General of the Depart-
ment of Health, Education, and Welfare fully and currently in-
formed with respect to any actions taken in response to such re-
quest.".

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

(1) by striking out "and" at the end of paragraph (37);
(2) by striking out the period at the end of paragraph (38)

and inserting in lieu thereof "; and", and
(3) by inserting after paragraph (38) the following new para-

graph:
"(39) provide that, subject to subsection (g), whenever the

single State agency which administers or supervises the admin-
istration of the State plan is notified by the Secretary under section
1862(e) (2) (A) that a physician or other individual practitioner
has been suspended from participation in the program under title
XVIII, the agency shall promptly suspend such physician or prac-
titioner from participation in the plan for not less than the period
specified in such notice, aind no payment may be made under the
plan with respect to any item or service furnished by such physi-
cian or practitioner during the period of the s suspension under this
title.".

(c) Section 1902 of such Act is amended by adding after subsec-
tion (f) the following new subsection:

"(g) The Secretary may waive suspension rnder subsection (a) (39)
of a physician's or practitioner's participation in a State plan ap-
proved under this title and of the prohibition under such subsection
of payment for any item or service furnished by him during the period
of such suspension, if the single State agency which administers or
supervises the admvinistration of the plan submits a request to the Sec-
retary for such waiver and if the Secretary app-roves such request.".

(d) Section 332(c) of the Public Health Service Act (relating to
considerations in the designation of health manpower shortage areas)
is amended by inserting after paragraph (2) the following new
paragraph:

"(3) The extent to which individuals who are (A) residents
of the area, members of the population group, or patients in the
medical facility or other public facility under consideration for
designation. and (B) entitled to haie payment made for vedical
services under title XVIII or XIX of the Social Security Act,
cannot obtain such services because of suspension of physicians
from the programs under such title8.".

(e) (1) The amendment made by subsection (d) shall apply with
respect to deterrminations and designations made on and after the date
of the enactment of this Act.
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(2) The amendment made by subsectio (b) shall become effective
on January 1, 1978.

DISCLOSURE BY PROVIDERS OF OWNERS AND CERTAIN OTHER INDIVIDUALS
CONVICTED OF CERTAIN OFFENSES

SEc. 8. (a) Part A of title XI of the Social Security Act i3
amended by inserting after section 1195 (added by section 6 of this
Act) the following new section:

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

"SEc. 1136. (a) As a condition of participation in or certification
or recertification under the programs established by titles XVIII,
XIX, and XX, any hospital, nursing facility, or other institution,
organization, or agency shall be required to disclose to the Secretary
or to the appropriate State agency the name of any person who--

"(1) has a direct or indirect ownership or control interest of 5
percent or more in such institution, organization, or agency or is
an officer, director, agent, or managing employee (as defined in
subsection (b)) of such institution, 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
Secretary shall specify in regulations) of a criminal offense related
to the inoloement of such person in any of such programs.

The Secretary or the appropriate State agency shall promptly notify
the Inspector General in the Department of Health, Education, and
Welfare of the receipt from any institution, organization, or agency
of any application or request for such participation, certification, or
recertification which discoses the name of any 8uch person, and shall
notify the Inspector General of the action taken with respect to such
application or request.

"(b) For the purposes of this section, the term 'managing employee'
means, with respect to an institution, organization, or agency, an indi-
vidual, including a general manager, business manager, administrator,
and director, who exercises operational or managerial control over the
institution, organization, or agency, or who directly or indirectly con-
ducts the day-to-day operations of the institution, organization, or
agency.".

(b) (1) Section 1866(a) of such Act is amended by adding at the end
thereof the following new paragraph:

"(3) The Secretary may refuse to enter into or renew an agreement
under this section with a provider of services if any personwho has a
direct or indirect ownership or control interest of 5 percent or more in
such provider, or who is an officer, director, agent, or managing
employee (as defined in section 1126(b) ) of such provder, is a person
described in section 116 (a) ."-

.(9) Section 1866(b) (2) of such Act is amended by inserting before
the period at the end thereof the following: ", or (G) that such pro-
vider (at the time the agreement was entered into) did not fully and
acc0uraty make any disclosure required of it by section 1126 (a) ".(c) Section 1903 of queh Act is amended by adding after subsection
(im) the following new subsection:
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"(n) The State agency may refuse to enter into any contract or
agreement with a hospital, nursing home, or other institutin, 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 has a direct or indirect owners hp
or control interest of 5 percent or more in such institution, organiza-
tion, or ageny, or who is an officer, director, agent, or managing
emp4oyee (as defined in section 1126 (b) ) of such institution, organi-
zation, or agency, is a person described in section 1126(a) (whether
or not such institution, organization, or agency has in efect an agree-
mvent entered into with the Secretary pursuant to section 1866 or is
subject to a suspension of payment order issued under subsection (j)
of this section); and, notwithstanding any other provision of this
section, the State agency may terminate any such contract, agree-
ment, or approval if 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.".

(d) Section 20092(a) of such Act (as amended by section 3(d) oJ
this Act) is further amended by adding at the end thereof the fol-
lowing new paragraph:

"(16) Any State may refuse to enter into a contract or other ar-
rangement with a provider of services for purposes of participation
under the program established by this title, or otheruise to approve
a provider for such purposes, if any person who has a direct or in-
direct ownership or control interest of 5 percent or more in such pro-
vider, or who is an officer, director, agent, or managing employee (as
defined in section 1126(b)) of such provider, is a person described
in section 1126(a), and the State may terminate my such contract, ar-
rangement, or approval if it determines that the provider did not fully
and accurately make any disclosure required of it by section 1126(a)
at the time the contract or arrangement was entered into or the ap-
proval was given.".

(e) The amendments made by this section shall apply with respect
to contracts, agreements, and arrangements entered into and ap-
provals given pursuant to applications or requests made on and after
the first day of the fourth month beginning after the date of the
enactment of this Act.

FEDERAL ACCESS TO RECORDS

SEC. 9. Section 1902(a) (27) (B) of the Social Security Act is
amended by inserting "or the Secretary" after "State agency" each
place it appears.

cLArMs PROCESSING AND INFORMATION RETRIEVAL SYSTEMS FOR MEDICAID
PROGRAMS

SEC. 10. (a) Section 1903(a) (3) (B) of the Social Security Act is
amended by striking out "notice to each individual who is furnished
services covered by the plan of the 8pecifW services so covered" and
inerting in lieu thereof "notice to each individual who is furnished
services covered by the plan, or to each individual in a sample group
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of individuals who are furnished such services, of the specific services
(other than confidential services) 80 covered"-

(b) The amendment made by subsection (a) shall apply with re-
spect to calendar quarters beginning after the date of the enactment
of this Act.

RESTRICTION ON FEDERAL MEDICAID PAYMENTS; ASSIGNMENT OF RIGHTS
OF PAYMENT; INCENTIVE PAYMENTS

SEc. 11. (a) Section 1903 of the Social Security Act is amended
by adding after subsection (n) (added by section 8(c) of this Act)
the following new subsections:

"(o) Notwithstanding the preceding provisions of this section, no
payment shall be made to a State under the preceding provisions of
this section for expenditures for medical assistance provided for an
individual under its State plan approved under this title to the extent
that a private insurer (as defined by the Secretary by regulation)
would have been obligated to provide such assistance but for a provi-
sion of its insurance contract which has the effect of limiting or exclud-
ing such obligation became the individual is eligible for or is provided
medical assistance under the plan.

"(p) (1) When a political subdivision of a State makes, for the
tState of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of rights of support or
payment assigned under section 1912, pursuant to a cooperative ar-
rangement under such section (either within or outside of such State),
there shall be paid to such political subdivision or such other State
from amounts which would otherwise represent the Federal share of
payments for medical assistance provided to the eligible individuals
on whose behalf such enforcement and collection was made, an amount
equal to 15 percent of any amount collected which is attributable to
such rights of support or payment.

"(2) Where more than one jurisdiction is 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.".

(b) Title XIX of the Social Security Act is amended by addin4
at the end thereof the following new section:

"ASSIGNMENT OF RIGHTS OF PAYMENT

"SEc. 1912. (a) For the purpose of assisting in the collection of
medical support payments and other payments for medical care owed
to recipients of medical 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
assistance under the State plan to an individual who bas the legal
capacity to execute an assignment for himself, the individual is
required-

"(A) to assign the State any rights, of the individual or
of any other person who is eligible for medical assistance
under this title and on whose behalf the individual has the
legal authority to execute an assignment of such rights, to
support specifiedd as support for the purpose of medical care
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by a court or administrative order) and to payment for
medical care from any third party; and

"(B) to cooperate with the State (i) in establishing the
paternity of such person (referred to in subparagraph (Al)
if the person is a child born out of wedlock, and (ii) in ob-
taiing support and payments (described in subparagraph
(A)) for himself andf or such person unless (in either case)
the individual 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 individ-
uals involved; and

"(2) provide for entering into cooperative arrangements (in-
cluding financial arrangements), with any appropriate agency of
any State (including, with respect to the enforcement and collec-
tion of rights of payment for medical care by or through a parent,
with a State's agency established or designated under section 454
(3)) and with appropriate courts and law enforce7n ci offlc;al,, to
assist the agency or agencies administering the State plan with
respect to (A) the enforcement and collection of rights to support
or payment assigned under this section and (B) any other matter
of comznon concern.

"(b) Such part of any amount collected by the State under an as-
signment made under Me provisions of this section shall be retained
by the State as is necessary to reimburse it for medical assistance pay-
ments made on behalf of an individual with respect to whom such as-
signment was executed (with appropriate reimbursement of the Fed-
eral Government to the extent of its participation in the financing of
such medical assistance), and the remainder of 8uch amount collected
shall be paid to such individual.".

(c) The amendment made by subsection (a) shall apply with respect
to medical assistance provided, under a State plan approved under title
XIX of the Social Security Act, on and after January 1, 1978.

STUDY AND REVIEW OP MEDICARE CLAIMS PROCESSING

SEc. 12. The Comptroller General of the United States shall con-
duct a comprehensive study and review of the administrative structure
established for the processing of claims under title XVIII of the So-
cial Security Act, for the purpose of determining whether and to what
extent more efficient claims administration under such title could be
achieved-

(1) by reducing the number of participating i t(' rnwdaries
and carriers,;

(.2) by making a single organization responsible for the proc-
essing of claims, under both part A and part B of such title, in a
particular geographic area;

(3) by providing for the performance of claims proce8ing
functions on the basis of a prospective fixed price;

(4) by providing incentive payments for the most efficient
organizations; or

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

H. Rept. 673, 95-1-----4
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The Comptroller General shall submit to the Congress no later than
July 1, 1979, a complete report setting forth the results of such study
and review, together with his finding s amd his recommendations with
respect thereto.

ABOLITION OF PROGRAM REVIEW TRAMS UNDER MEDICARE

SEC. 13. (a) Section 1862 (d) of the Social Security Act is amended
by striking out paragraph (4).

(b) (1) Section 1862(d) (1) (B) of such Act is amended by striking
out ", with the concurrence of the appropriate program review team
appointed pursuant to paragraph (4),"

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

"(C) has furnished services or supplies which are determined
by the Secretary, on the basis of reports transmitted to him in
accordance with section 1157 of this Act (or, in the absence o any
such report, on the basis of such data as he acquires in the admin-
istration of the program under this title), to be substantially in
excess of tMe needs of individuals or to be of a quality which fails
to meet professionally recognized standards of health care.".

(3) Clause (F) of section 1866(b) (2) of such Act is amended to
read as follows: "(F) that such provider has furnished services or
supplies which are determined by the Secretary to be substantially in
excess of the needs of individuals or to be of a quality which fails to
meet professionally recognized standards of health care.".

(4) Section 1157 of sueh Act is amended by striking out the last
sentence.

(c) The amendments made by this section shall take effect on the
c/ate of the enactnwnt of this Act.

AMENDMENTS RELATING TO FISCAL INTERMEDIARIES

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

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

(2) by amending subsection (b) to read as follows:
"(b) The Secretary shall not enter into or renew an agreement

w;th any agency ol' organization under this section unless-
"(1) he finds-

"(A) after applying the standards, criteria, and proce-
(lures developed under subsection (f), that to do so is con-
sistent with the effective and efloient administration of this
part, and

"b (B) that such agency or organization is willing and able
to assist the providers to which payments are made through
it under this part in the application of safeguards against
unnecessary utilization of services furnished by them to indi-
viduals entitled to hospital insurance benefits under section
226, and the agreement provides for such assistance; and

"(2) such agency or organization agrees-



"(A) to furnish to the Secretary such of the information
acquired by it in carrying out its agreement under this sec-
tion, and

"(B) to provide the Secretary with access to all such data,
information, and claims processing operations,

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

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

(4) by redesignating subsections (e), (f), and (g) as subsec-
sections (g), (h), and (i) , respectively; and

(5) by inserting after subsection (d) the following new
subsections:

"(e) (1) Notwithstanding subsectios (a) and (d), the 8Secretary,
(o.fter taking into consideration any preferences of providers of serv-
ices, may assign or reassign any provider of services to any agency or
organization which has entered into an agreement with him under this
section, if he determines, after applying the standards, criteria, and
procedures 'developed under subsection (f), that such assignment or
reassignment would result in the more effective and effcient adminis-
tration of this part.

" (2) Notwithstanding subsections (a/) and (d), the Secretary may
designate a national or regional agency or organization which has e'a-
tered into an agreement ,with him under this section to perform fugie-
tions under the agreement 'ith respect to a Class of providers of'xev-
ices in the Nation or region (as the case may be), if he determ)ies,
after applying the standards, criteria, and pr-ocedures developed under
sub8ection (f), that such designation would result in more effect;ve
and efficient administration of this part.

"(3) (A) Before the Secretary makes an assignment or reassign-
inent under paragraph (1) of a provider of services to other thav the
agency or organization nominated by the provider, he shall fu Lsh
(i) the provider and such agency or organization with a full expltiw-
tion of the reasons for his determination as to the efficiency and eff ec-
tireiss of the agency or organization to perform the f actionss re-
quired under this part with respect to the provider, (an (ii) such
agency or organization with opportunity for a hearing, and .'uch
determination shall be subject to judicial review in accordance Wfth
chapter 7 of title 5, United States Code.

"(B) Before the Secretary makes a designation under paragraph
(2) with respect to a class of providers of services, lie shall furnish (i)
such providers and the agencies and organizations adversely affected
by such designation with a full explanation of the reasons for his
determination as to the efficiency and effectiveness of such agencies and
organizations to perform the functions required under this part zith
respect to such providers, and (ii) the agencies and organizations ad-
,lersely affected by such designation with opportunity for a hearing,
and such determination shall be subject to judicial review in accord-
ance with chapter 7 of title 5, United States Code.

"(f) In order to determine whether the Secretary should enter into,
renew, or terminate an agreement under this section with an agency or
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orgaf'izatiof, whether the secretary y should assign or reassign a p2,-
i,4;dr of services to an agency or organization, and whether the Seec-
tary should designate an agency or organization to perform services
with respect to a class of provide rs of services, the Secretary shall de-
velop standards, criteria, and procedures to evaluate such agency's oir
organization's (1) overall performance of claims processing and other),
rcl('td flnctio ns rPeouired to be performed by such an agency or or-
qan';ation under an agreement entered into under this section, and (2)

,'er./ioJ )maiIe of such functions with respect to specific providers of
.: .,'er~. and the Secretary shall establish, by regulation, standards
and criteria with respect to the efficient and effective administration
of this part. No agency or organization shall be found under such
standards and criteria not to be efficient? or effective or to be less effcient
or effective solely on the ground that the agency or organization serves
on/y providers located in a single State.".
(b ) The Secretary of Health, Education, and Welfare shall de 'lop

the standards, criteria, and procedures described in subsection (f) of
section 1816 of the Social Security Act (as added by subsection (a) (5))
not later than October 1,1978.

(c) The ai.wendmewr.t made by paagraphs (2) and (3) of subsection
(a) to the extent that they require application of standards, criteria,
and procedites developed uucler section 1816(f) of the Social Security
A ct .'.hall apply to the entering into, renewal, or termination of agree-
ments on and after October 1,1978.

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

DISCLOSURE BY PROVIDERS OF THE HIRING OF CERTAIN FORMER EMPLOYEES
OF FISCAL INTERMEDIARIES

SEc. 15. (a) Section 1866(a) (1) of the Social Security Act is
am.ended-

(1) by striking out the period at the end of subparagraph (C)
and iserting in. lieu thereof ", and"; and

(2) by inserting after subparagraph (C) the following newv
subparagraph:

"(D) to promptly notify the SecretaTy of its employment of an
individual who, at any time during the year preceding such em-
ployment. was employed in a managerial, accounting, auditing, or
similar capacity (as determined by the Secretary by regulation)
by an agency or organization which serves as a fiscal intermedia).y
or carrier (for purposes of part A or part B, or both, of this title)
with respect to the provider.".

(b) The amendments made by subsection (a) shall apply qv1,'lh
respect to agreements entered into or renewed on and after the date of
enactment of this Act.

PAYMENT FOR DURABLE MEDICAL EQUIPMENT

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

"(f) (1) In the case of durable medical e uipment 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 find ap-
propriate (including certification by the attending physician with re-
spect to expected duration of need), whether the expected duration of
the medical need for the equipment warrants a presumption that pur-
chase of the equipment would be less costly or more practical than
rental. If the Secretary determines that such a presumption does ex-
ist, he shall require that the equipment be purchased, on a lease-pur-
chase basis or otherwise, and shall make payment in accordance with
the lease-purchase agreement (or in a lump sum, amount if the equip-
ment is purchased other than on a lease-purchase basis); except that
the Secretary may authorize the rental of the equipment notwiths tand-
ing such determination if he determines that the purchase of the e uip-
ment would be inconsistent with the purposes of this title or would cre-
ate an undue financial hardship on the individual who will use it.

"(2) With respect to purchases of used durable medical equipment,
the Secretary may waive the 20 percent coinsurance amount ap licable
under subsection (a) whenever the pu rchase price of the used equip-
ment is at least 25 percent less than the reasonable charge for com-
parable new equipment.

"(3) For purposes of paragraph (1), the Secretary may, pursuant
to agreements made with suppliers of durable medical equipment, es-
tablish reimbursement procedures which he finds to be equitable, eco-
nomical, and feasible.

"(4) The Secretary shall encourage suppliers of durable medical
equipment to make their equipment available to individuals entitled to
benefits under this title on a ?ease-purchase basis whenever possible.".

(b) The amendment made by subsection (a) shall apply with respect
to durable medical equipment purchased or rented on or after October
1, 1977.

FUNDING OF STATE MEDICAID FRAUD CONTROL 'UNITS

SEc. 17. (a) Section 1903(a) of the Social Security Act is amended
by redesignating paragraph (6) as paragraph (7) and by inserting
after paragraph (5) the following new paragraph:

"(6) subject to subsection (b) (3), an amount equal to 90 per
centum of the sums expended during each quarter beginning on
or after October 1, 1977, and ending before October 1, 1980, with
respect to costs incurred during such quarter (as found necessary
by the Secretary for the elimination of fraud in the provision and
administration of medical assistance provided under the State
plan) which are attributable to the establishment and operation of
(including the training of personnel employed by) a State med-
icaid fraud control unit (described in subsection (q) ) ; plus".

(b) Section 1903 (b) of such Act is amended by inserting after para-
graph (2) the following new paragraph:

"(3) The amount of -funds which the Secretary is otherwise obli-
gated to pay a State during a quarter under subsection (a) (7) may not
exceed the higher of-

"(A) $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
in carrying out the State's plan under this ttle.".
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(c) Section 1903 of such Act is further amended by inserting after
8Ub8ection (p) (added by section 11 (a) of thi8 Act) the following new
808bection.

"(Q) For the purposes of this section, the term 'State medicaid
fraud control unmit' means a single identifiable entity of the State gov-
ernment which the Secretary certifies (and annually recertifle8) as
meeting the following requirements:

" (1) The entity (A) isa unit of the office of the State Attorney
General or of another department of State government which p08-
sesses statewide authority to prosecute individuals for criminal
violations, (B) is in a State the constitution of which does not pro-
vide for the criminal prosecution of individuals by a statewide
authority and has formaZ procedures, approved by the Secretary,
that (i) assure its referral of suspected criminal violations re-
lating to the program under this title to the appropriate authority
or authorities in the State for prosecution and (ii) assure its as-
8istance of, and coordination with, such authority or authorities in
such prosecutions, or (C) has a formal working relationship with
the office of the State Attorney General and has formal procedures
(including procedures for it8 referral of suspected criminal viola-
tions to such office) which are approved by the Secretary and which
provide effective coordination of activities between the entity and
such office with respect to the detection, investigation, and prosecu-
tion of suspected criminal violations relating to the program under
this title.

"(2) The entity is separate and distinct from the single State
agency that administers or supervises the axbninistration 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
State laws regarding any and all aspects of fraud in connection
with any aspect of the provision of medical assistance and 'the
activities of providers of such assistance under the State plan
under this title.

"(4) The entity has procedures for reviewing complaints of the
abuse and neglect of patients of health care facilities which receive
payments under the State plan under this title, and, where ap-
propri ate, for acting upon such complaints under the criminal
lawsof the State or for referring them to other State agencies for
action.

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

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

"(7) The entity submits to the Secretary an application and an-
nual reports containing such information as the Secretary deter-
97fines, by regulation, to be necessary to determine whether the
entity meets tie other retirement, -section.".
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(d) Section 402 (a) (1) of the Social Security Amendments of 1967
(Public JLiw 90-248), as amended by section 022 of the Social Security

mendmnts of 1972 (Public Law 9-603), is amended- _
(1) by striking out "and" at the end of subparagraph, (H);
(2) by striking out the period at the end of subparagraph (I)

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

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

vestigation and prosecution of fraud in the provision of care or
serves uwdr the health programs established by the Social
Security Act."-

(e) (1) The amendment made by subsection (a) shall apply with
respect to calendar quarters beginning after September 30, 1977.

(2) The Secretary of Health, Education, and Welfare shall estab-
lish such regulations, not later than ninety days after the date of en-
actment of this Act, as are necessary? to carry out the amendments made
by this section.

REPORT ON HOME HEALTH AND OTHER IY-HOME SERVICES

SEc. 18. (a) Not later than one year after the date of enatmrent of
this Act, the Secretary of Health, Education, and Welfare hall sub-
mit to the appropriate committees of the Congress a report analyzing,
evaluating, and making recommendations with respect to, all aspects
(including the availability, administration, provisin, reimbursement
procedures, and cost) of the delivery of home health and other in-home
services authorized to be provided under titles XVIII, XIX, and
XX of the Social Security Act. I

(b) Such report shall include an evaluation of the coordination of
8uch services provided under the different titles, and shall also include
recommendations for changes in regulations and legislation with
respect to-

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

(2) the requirements for an individual to be eligible to receive
such services under such titles;

(3) the standards for certification of providers of such services
under such titles and (as appropriate) the uniformity of such
standards for the programs under the different titles;

(4) procedures for control of utilization and assurance of
quality of such services under such titles, including (as appro-
priate) the licensing and accreditation of agencies providing such
services, a certificate of need program with respect to the offer-
ing of such services, and the development and use of norms and
stand ads for review of the utilization and quality of such
servWes;

(5) methods of reimbursement for such services, including (A)
methods of comparing costs incurred bV different providers of
such services in order to determine the reasonableness of such costs
and (B) methods which provide for more uniform reimbursement
procedures under titles XIX of the Social Seeurity' At; and

(6) the prevention of fraud and abuse in the deiveiy of such
services under such titles,
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the reasons for such recommendations, an analysis of the impact of
implementing such recommendations on the cost of such services and
the demand for such services, and the methods of financing any rec-
ommended increased provision of such services under such titles.

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

ESTABLISHMENT OF UNIFORM REPORTING SYSTEMS FOR DIFFERENT TYPES
OF HEALTH SERVICEh; FACILITIES AND ORGANIZATIONS; MAKING OF RE-
PORTS UNDER MEDICARE AND MEDICAID PROGRAMS IN ACCORDANCE WITH
SUCH SYSTEMS

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

"UNIFORM REPORTING SYSTEMS FOR HEALTH SERVICES FACILITIES AND
ORGANIZATIONS

"SEC. 1121. (a) For the purposes of reporting the cost of services
provided by, of planning, anof measuringq and comparing the ef-
ficiency of and effective use of services in, hospitals, skilled nursing
facilities, intermediate care facilities, home health agencies, health
maintenance organizations, and other types of health services facili-
ties and organizations to which payment may be nade under this Act,
the Secretary shall establish by regulation, for each such type of
health services facility or organization, a uniform system for the re-
porting by a facility or organization of that type of the following in-
formation:

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

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

*(3) Rates, by category of patient and class of purchaser.
*(4) Capital assets, as defined by the Secretary, including (as

appropriate) capital funds, debt service, lease agreements used
in lieu of capital funds, and the value of land, facilities, and
equipment.
" (5) Discharqe and bill data.

The uniform reporting system for a type of health services facility or
organization shall provide for appropriate variation in the applica-
tion of the system to different classes of facilities or organizations
within that type and shall be established, to the extent practicable,
consistent with the cooperative system for producing comparable and
uniform health information and statistics described in section 306(e)
(1) of the Public Health Sevice Act. In reporting under such a system,
hospitals shall employ such chart of accounts, definitions, principles,
and statistics as the Secretary may prescribe in order to reach a uni-
form reconciliation of financial and statistical data for specified uni-
form, reports to be provided to the Secretary.

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

subsection (a);
"(2) ?ssist with and support demonstrations and evaluations

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



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

"(c) The Secretary shall provide information obtained through
use of the uniform reporting systems described in subsection (a) in a
useful 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 develop-
ment agene s (designated under section 1521 of such Act), as may te
necessary to carry out such agencies' and organizations f:Uwtions.".

(b) (1) Section 1861(v) (1) of the Social Wecurity Act is 8ainded
by adding after subparagraph (E) the following new subparagraph:

"(F) Such regulations shall require each provider of services (other
than a fund) to make reports to the Secretary of information described
in section 1121 (a) in accordance with the uniform reporting system
(established under such section) for that type of provider.".
(2) Section 1902(a) of such Act (as amended by sections 2(b),

3(c),and 7(b) of this Act) is amended-
(A) by striking out "and" at the end of paragraph (38);
(B) by striking out the period at the end of paragraph (39)

and inserting in lieu thereof ",* and"; and
(C) by inserting after paragraph (39) the following new

paragraph:.
"(410) require each health services facility or organization

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

(c) (1) The Secretary of Health, Education, and Welfare shall
establish the systems described in section 1121 (a) of the Social Security
Act (added by subsection (a) of this section) only after consultation
with interested parties and-

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

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

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

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

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

(C) Except as provided in subparagraphs (A) and (B), the amend-
ments made by subsection (b) (2) shall apply, with respect to State



34

plans approved under title XIX of the Social Secu ity. Act, on and
after October 1,1977.

DELAY IN, AND WAIVER OF, IMPOSITION OF REDUCTION OF FEDERAL MEDI-
CAL ASSIfSTANCE PERCENTAGE DUB TO A STATE'S FAILURE TO HAVE AN
EPFECTIVE MEDICAID UTILIZATION CONTROL PROGRAM

SEC. 20, (a) Section 1903 (g) of the Social Security Act is amended-
(1) by 8tri ing out "With respect to" in the first sentence of

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

0) by striking out "by 331/ per centum thereof" in paragraph
(1) and inmerting in lieu thereof "by a per centum thereof (deter-
mined under paragraph (6))";

(3) by inserting htimzely, in paragraph (2) before "sample
onsite surveys"; and

(4) by adding after paragraph (2) the following new para-
graphs:

"(3) (4) No reduction in the Federal m dical assistance percentage
of a State otherwise required to be imposed under this subsection shall
take effet-

"(i) if such reduction is due to the State's unsatisfactory or in-
valid showing made with respect to a calendar quarter begin-
ning before January 1,1977;

"(ii) before Ja nuary 1, 1978;
"(iii) unless a notice of such reduction has been provided to the

State at least 30 days before the date such reduction take effect; or
"(iv) due to the state's unsatisfactory or invalid showing made

with respect to a calendar quarter beginning after September 30,
1977, unless notice of such reduction has been provided to the State
no later than the first day of the fourth calendar quarter following
the calendar quarter with respect to 'which such showing ws
made.

"(B) The Secretary shall 'waive application of any redtuction in
the Federal medical assistance percentage of a State otherwise required
to be imposed under paragraph (1) because a showing by the State,
made under such paragraph 'with r spect to a calendar quarter ending
after January 1, 1977, and before October I 1977, is determined to be
either unatisfactorty under such paragraph or invalid under para-
graph (2), if the Secreta.ry determines that the State's showing made
under paragraph (1) with respect to the calendar quarter ending on
December 31 1977,'is satisfactory under such paragraph and is valid
under paragqraph (2).

"(4) (A) The Secretary may not find the shoRwinq of a State, with
respect to a calendar quarter under paragraph (1,), to be satisfactory
if the shooing is submitted to the Secretary later than. the 30th day
after the last day of the calendar quarter, unless the State demon-
strates to the satisfaction of the Secretary good cause for not meeting
such deadline.
" (B) The Secretary shall find a showq of a State, with respect to

a calendar quarter under paragraph (1), to be satisfactory wnder such
pargaraph with respect to the requirement that the State conduct
annual onsite inspectioPs in mental hospitals, skilled nursing facili-
ties, and intermediate care facilities under paragraph (26) and (31)
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of section 1902 (a), if the showing demonstrates that the State has
conducted such an ansite inspection during the 12-month period end-
ing on the last date of the calendar quarter--

"(i) in each of not les 'than 98 per century of the number of
suck hospitalss and 'facilities requiring 8Uch. inspection, and

"(ii) in every such hospital or facility which has 200 or more
beds,

and that,.with respect to ftch, hospttals and favilities not inspected
within such period, the State has exercised good faith and due diligence
in attempting to conduct such inspection, or if the State denuswtrates
to the satisfaction of the Secretary that it would hae made such a
showing,, but for failings of a technical nature only.

"(6) In the case of a State's unsatisfactoy or invalid showing made
uwitA respect to a type of facility or institutional service in a calendar
quarter, the per centuft amount of the reduction of the State's Federal
medical assitance percentage for that type of services under para-
graph (1),is equal to 331/ per centum multiplied by a fraction, the
denominator of which is equal to the total number of patients receiving,
that type of services in that quarter under the State plan in facilities
or institutions for which a showing was required to be made under
thizs subsection, and the numerator of which is equal to the number
of such patients receiving such type of services in that quarter in those
facilities or institutions for which a satisfactory and valid showing
was not made for that calendar qUarter.

"(6) The Secretary shall submit to Congress, not later than sixty
days after the end of each calendar quarter, a report on-

"(A) his determination as to whether or not each showing,
made under paragraph (1) by a State with respect to the calendar
quarter, has been found to be satisfactory under such paragraph,

"(B) his reviezo (through onsite surveys and otherwise). wder
Paragraph (2) of the validity of showings previously submitted
by a State; and

() any reduction in the Federal medical assistance percent-
age imposed on a State because of its submittal under para-
grph (1) ofan unsatisfactory or invaZid showing.".

(b), Setion 1902(a) (26) of the Social Security Act is amended by.
inserting after "social service persoel" the following. ", or, in the
case Of 8kilZled nursing facilities, composed of physicians or registered
nurses and other appropriate health and social service personnel".

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

(2) The amount of any reduction in the Federal medical assistance
percentage of a State, otherwise required to be imposed under section
1903(g) (1) of the Social Security Act because of an unsatisfactory
or invalid showing made by the State with respect to a calendar quar-
ter beginning on or after January 1, 1977, shall be determined under
such section as amended by this section. Subparagraph (B) of para-.
graph (4}of section 1905(g) of such Act, as added by this section,
shall apply to any showing made by a State under uch section with
respect to a calendar quarter beginning on or after January 1, 1977.
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PROTECTION OF PATIENT FUNDS

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

"(14) establishes and maintains a system that (A) assures a
full and complete accounting of its patients' personal funds, and
(B) includes the use of such separate account for such funds as
will preclude any commingling of such funds with facility funds
or with the funds of any person other than another such patient;
and".

(b) The Secretary of Health, Education, and Welfare shall, by
regulation, define those costs which may be charged to the personal
funds of patients in skilled nursing faciZities who are individuals re-
ceiving benefits under the provisions of title XVIII, or under a State
plan approved under the provision of title XIX, of the Social Secu-
rity Act, and those costs which are to be included in the reasonable
cost or reasonable charge for extended care services as determined
under the provisiorm of title XVIII, or for skilled nursing and inter-
mediate care facility services as determined under the provins of
title XIX, of such Act.

(c) (1) The amendments made by subsection (a) shall be effective
on the first day of the first calendar quarter which begin, more than
six months after the date of enactment of this Act.

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

PAYMENT FOR INSTITUTIONAL CARE BEYOND DATE
DETERMINED MEDICALLY NECESSARY

SEc. 2. (a) Section 1158 of the Social Security Act is amended--
(1) by inserting "and subsection (d)" in subsection (a) after

"section 1159"; and
(2) by adding after subsection (0) (as added by section 5(d)

(1) of this Act) the following new subsection:
"(d) In any case in which a Profesional Standards Review Orga-

nization disapproves (under subsection (a) ) of inpatient hospital
services or postho8p'ta extended care 8evces payment maybe made
for such services furnished before the second day after the day on
which the provider received notice of such disapproval, or, if such
organization determines that more time is required in order to arrange

po tdischarge care, payment may be made for such services furnished
efore the fourth day after the day on which the provider received

notice of such disapproval."-
(b) The amendments made by subsection (a) shall be effective on

the date of enactment of this Act.

PAYMENT UNDER THE MEDICARE PROGRAM FOR CERTAIN HOSPITAL SERV-
ICES PROVIDED IN VETERANS' ADMINISTRATION HOSPITAI2

SEc. 23. (a) Section 1814(c) of the Social Security Act is amended
by inserting "or subsection (j)" after "subsection (d) ".

(b) Section 1814 of such Act i further amended by adding at the
end thereof the following new subsection:
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"Payment for Certain Hospital Services Provided in
Veterans' Administration Hospitals

"(J) (1) Payments shall also be made to any hospital operated by
the Veterans' Administration for inpatient hospital services furniShed
in a calendar year by the hospital, or under arrangements (as defined
in section 1861 (w)) with it, to an individual entitled to hospital bene-
fits under section 2f6 even though the hospital is a Federal provider
of services if (A) the individual was not entitled to have the services
furnished to him free of charge by the hospital, (B) the individual
was admitted to the hospital in the reasonable bele]f on the part of.
the admitting authorities that the individual was a person who was
entitled to have the services furnished to him free of charge, (C) the
authorities of the hospital, in admitting the individual, and the indi-
vidual, acted in good faith, and (D) the services were furnished dur-
ing a period ending with the close of the day on which the authorities
operating the hospital first became aware o.f the fact that the. individ-
ual was not entitled to have the services furnished to him by the
hospital free of charge, or (if later) ending with the first day on
which it was medically feasible to remove the individual from the
hospital by discharging him therefrom or transferring him to a hos-
pital which has in effect an agreement under this title.

"(2) Payment for services described in paragraph (1) shall be in
an amount equal to the charge imposed by the Veterans' Administra-
tion for such services, or (if less) the reasonable costs for such services
(as estimated by the Secretary). Any such Payment shall be made to
the entity to which payment for the services involved would have
been payable, if payment for such services had been made by the
individual receiving the services involved (or by another private per-
son acting on behalf of such individual).".

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

And the Senate agree to the same.
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JOINT'EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendment
of the Senate to the bill (H.R. 3) to strengthen the capability of the
Government to detect, prosecute, and punish fraudulent activities
under the medicare and medicaid programs, and for other purposes,
submit the following joint statement to the House and the Senate in
explanation of the effect of the action agreed upon by the managers
and recommended in the accompanying conference report:

The Senate amendment struck out all of the House bill after the
enacting clause and inserted a substitute text.

The House recedes from its disagreement to the amendment of the
Senate with an amendment which is a substitute for the House bill
and the Senate amendment. The differences between the House bill,
the Senate amendment, and the substitute agreed to in conference are
noted below, except for clerical corrections, conforming changes made
necessary by agreements reached by the conferees, and minor drafting
and clarifying changes.

1. REQUIRE MENTS FOR TIMiELY PAY31ENT BY STATE MEDICAID AGENCIES

(SECTION 2)

House bill.-The House bill requires States to make provision in
their State medicaid plan for claims payment procedures which ensure
that 90 percent of the bills submitted by eligible noninstitutionally-
based providers will be reimbursed within 30 days, and 99 percent
within 60 days. The State would not be cited for noncompliance if the
Secretary found the State was acting in good faith to achieve this
goal. The provision is effective for calendar quarters beginning on or
after January 1, 1978.

Senate amendment.-The Senate amendment follows the House bill,
except that it requires that 95 percent of claims be paid within 30 days,
and 99 percent within 90 days. The provision is effective for calendar
quarters beginning on or after July 1, 1978.

Conference agreement.-The conference agreement requires States
to make provision in their State medicaid plan for claims payment
procedures which assure that 90 percent of the bills submitted by eligi-
ble non-institutionally based providers will be reimbursed within 30
days, and 99 percent within 90 days. This standard would be applied
to clean claims, that is, those not requiring further substantiation.

The conference agreement accepts the Senate amendment regarding
the effective date.

(39)



40

2. INCENTIVE PAYMENT FOR STATE PROGRAMS OF EDUCATIONAL AND TECH-

NICAL ASSISTANCE TO EXPEDITE FILING AND PAYMENT OF CLAIMS

(SECTION 2)

House bi.--The House bill authorizes 90 percent Federal match-
ing from January 1978 throughSeptember 1980 for the costs attribut-
able to the conduct of educational and technical assistance programs
for health care practitioners which the SecretaTy determines are likely
to expedite the filing and payment of claims, with a maximum on total
quarterly Federal payments ,under the provision of $1.25 million.

Senate, a.ndmiynt.-The Senate amendment contains no conipar-
able prpoiswoan

conlrevwe agreement.-The conference agreement accepts the Sen-
ate position.
3. 4RAM[S SU[ WBCT W DISCA)SURE (SECTION 8)

House bl.---The House 'bill requires disclosure of ownership infor-
mation for specfied entities in medicare '(title XVIII), medic-
aid (title XIX), and the maternal and child hewlth title V) pro-
grams.

vgenate zmendmnnt.-The Senate amendment is the same as House
bill, but -adds the social service grant program (title XX) to the ,list
of programs requiring disclosure.

C onfer e agreement.-The :conference agreement accepts the Sen-
ate amendment.
4. ENTITIS SUB EOT TO DISCLOSURE (SECTION 3)

Howe bi/.-The House bill contains no provision relating to health
maintenance organizations.

Senate amendment.-The Senate amendment adds health mainte-
nance organizations to the list of entities required to disclose owner-
ship under the bil.

,C'onfere we agreement.-The conference agreement accepts the
Senate amendment.
5. SUBCONTRACTOR OWNERSHIP DISCLOSURE (SECTION 3)

Hnwe 'll.-The House bill requires a provider of -services (hospi-
tal, skilled nursing facility, or home healKh agency) to disclose infor-
mation relating to the identity of subcontractors that are 5 percent
or more owned bythe provider.

Senate wendmnt.-The Senate amendment extends the subcon-
traotor ownership disclosure of the House bill to include all other
disclosing entities under the bill (ie., other medicaid providers, inter-
mediaries, carriers. HM4O's, and title XX (social services) providers).

•iVonference agreeiient.-The conference agreement accepts the Sen-
ate amendment.
6. MEDICAID DISCLOSURE EFFECTIVE DATE (SECTION 3)

House biWZ.-The House bill provides for an effective date of Octo-
ber 1, 1977, for medicaid disclosure provisions.

Senate amendment.-The Senate amendment changes the effective
date to January 1, 1978.
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Conference agreement.-The conference agreement accepts the Sen-
Senate amendment.
7. FORCED CONTRIBUTIONS FOR ADMISSION TO FACILITY (SECTION 4)

Howse bill.-The House bill defines as a felony instances where con-
tributions are required as a condition of entry or continued stay at
a hospital, skilled nursing facility, or intermediate care facility for
patients whose care is financed in whole or in part by medicaid.

Senate amendment.-The Senate amendment deletes the provision.
Conference. agreement.-The conference agreement accepts the

House provision.
8. EMPLOYMENT PAYMENT EXCEPTION (SECTION 4)

House bill.-The House bill provides, in defining kickbacks in the
penalty statutes, that remuneration that is an amount paid "by an em-
ployer to an employee for employment in the provision of covered
items or services" is exempt.

Senate amendment.-The Senate amendment is the same as House
bill, but adds clarifying language that the employee must have a "bona
fide"' employment relationship with the employer.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment.
9. MEDICARE ASSIGNMENT MISDEMEANOR (SECTION 4)

Hou8e bill.-The House bill contains no provision.
Senate amendment.-The Senate amendment provides that it would

be a misdemeanor for a physician to willfully and knowingly violate
his agreement not to charge a medicare patient more than the coin-
.surance and any unmet deductible amount when he agrees to accept
assignment of the patient's right to receive payment.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment with a modification to make clear that this misde-
ineanor is to apply only to situations where an individual has
knowingly, willfully and repeatedly violated medicare assignment
-agreements.
10. PSRO REIMBURSEMENT AMUI NGEMEI'T (SECTION 5 (C))

Hou8e bill.-The House bill provides that arrangements with
PSRO's for reimbursement of the cost of review activities are to be
made in a manner similar to that provided for medicare intermediaries.

Senate amendmet.-The Senate amendment includes the provision
of the House bill and further provides that arrangements with
PSRO's for reimbursement of the cost of review activities may be in
the form of an assistance agreement.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment.
11. PSRO REVrEW METHODOLOGIES (SECTION 5 (C))

House bill.-The House bill requires the development of ambulatory
care review methodologies by the Secretary for use by PSRO's.

Senate ameiidment.-The Senate amendment deletes the require-
ment in the House bill.

Conference agreement.-The conference agreement accepts the
Senate amendment.
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12. rsR6 AMBULATORY CARE REVIEW SECTION (5 (C))

Hose bill.-The House bill requires each PSRO to undertake
ambulatory care review not later than 2 years after it has achieved
operational status.
I Senate amendment.-The Senate amendment is the same as the

House bill, but adds clarifying language to permit a qualified PSRO
to undertake ambulatory care review at an earlier date where the
PSRO requests authority to conduct such review and is found capable
to do so by the Secretary, but in no case could the Secretary require
a PSRO to conduct such reviews before it achieves operational status.

Conference agreement.-The conference agreement accepts the
Senate amendment.
13. STANDARD STATE MUST MEET TO DEMONSTRATE' UNSATISFACTORY PSRO

PERFORMANCE, AND REQUIRED SECRETARIAL ACTION (SECTION 5 (d))

House bill.-The House bill provides that when a State agency
monitoring the performance of a PSRO Submits reasonable docu-
mentation that -the PSRO decisions have caused an unreasonable and
detrimental impact on either total State medicaid expenditures or
on the quality of care, the Secretary shall temporarily suspend the
PSRO's binding review authority for medicaid within 30 days, pend-
ing Secretarial reevaluation of the PSRO performance.

Senate amendment.-The Senate amendment provides that when
a State agency monitoring the performance of a PSRO submits
reasonable 'documentation that the PSRO decisions have caused an
unreasonable and detrimental impact on total State medicaid expend-
itures and on the quality of care, the Secretary shall make a deter-
mination of the reasonableness of the State allegation within 30 days;
if he determines that the PSRO decisions have had an unreasonable
and detrimental impact on expenditures and quality, he may suspend
the PSRO's binding authority for medicaid. The Senate amendment
further provides that such action by the Secretary is final and not
subject to judicial review.

Conference agreement.-The conference agreement provides that
when a State agency monitoring the performance of a. PSRO submits
reasonable documentation that the PSRO decisions have caused an
unreasonable and detrimental impact on total State medicaid expendi-
tures and on the appropriateness of care received, the Secretary shall
make a determination of the reasonableness of the State allegation
within 30 days. If he determines that the State allegation is correct, he
must suspend the PSRO's binding authority under medicaid immedi-
ately, unless he determines corrective action has already been taken.
The suspension is effective pending Secretarial reevaluation of the
PSRO's performance and reinstatement of the PSRO's authority. The
conferees would note that a demonstration that PSRO decisions have
had a detrimental impact on medicaid program costs would not be
grounds for removing the binding authority of a PSRO under title
XIX unless it was also demonstrated that this occurred because the
PSRO was approving inappropriate care or services with such regu-
larity that program costs were significantly affected.

The conference agreement further provides that such action by the
Secretary is final and not subject to judicial review.
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14.PSRO DELEGATION EVIEW RESPONSIBILITY TO SKILLED NURSING FACILITY

THAT IS PART OF A HOSPITAL (SECTION 5 (d))
Houe bilL--The House bill provides that a PSRO may not delegate

review responsibilities to the review committee of a skilled nursing
facility.

Senate am endment.-The Senate amendment provides that a PSRO
may not delegate review responsibilities to the review committee of a
skilled nursing facility, unless that facility (or an intermediate care
facility) is part of a hospital where the PSRO is utilizing the services
of the hospital's review committee.

Conference agreement.-The conference agTeement generally fol-
lows the Senate amendment with a modification clarifying that a
PSRO may not delegate review responsibilities to a skilled nursing
facility or an intermediate care facility unless that facility is part o
a hospital to which the PSRO has delegated review.
15. PRIMACY FOR REVIEW OF SERVICES IN INTERMEDIATE CARE FACILITIES

(SECTION 5 (d))
House bill.-The House bill provides that a PSRO has responsibil-

ity for review of services in intermediate care facilities and n public
institutions for the mentally retarded only if the Secretary finds that
the State is not performing effective review of the quality and neces-
sity of services in these facilities.

Senate amendment.-The Senate amendment follows the House
provision, except it provides that a PSRO will perform review in an
intermediate care facility where that facility is -also a skilled nursing
facility.

Conference agreement.-The conference agreement provides that
a PSRO has responsibility for review of services in intermediate care
facilities and in public institutions for the mentally retarded only if
(i) the Secretary finds that the State is not performing effective re-
view of the quality and necessity of services in these facilities, or (ii)
the State requests that the PSRO be responsible for the review and
waives its right to be the primary reviewer of intermediate care facil-
ity services. Additionally, in the case of facilities which provide both
skilled nursing facility services and intermediate care facility services,
if the Secretary finds that review of the skilled nursing facility services
by the PSRO, and of the intermediate care facility services by the
State, would be inefficient, he may assign review responsibility for all
patients in the facility to the PSRO. The conferees understand that
the Secretary may determine that the arrangement is sufficiently in-
efficient to justify assignment of review rights to the PSRO in any
single joint facility, or in classes of facilities, such as those facilities.
where the proportion of intermediate care facility patients is such that
separate review would pose an unjustified administrative burden.
16. NATIONAL COUNCIL ME MBERSHIP (SECTION 5 (f))

Houe bill.-The House bill provides for staggered terms for mem-
bers of the National Professional Standards Review Council effective-
with appointments made in 1979.

Senate amendment.-The Senate amendment is the same as the
House bill, except that the effective date is changed to 1977.
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Comf ernoe ageomwt.-The conference agreement provides for
staggered terms for members of the Council beginning with any terms
whuot, under existing law, expire on or after January 1, 19T8.
17. ANNUAL REPORT ON PSRO PROGRAM (SECTION 5 (k))

Houe bill--The House bill requires the Secretary to submit an an-
nual report to the Congress on the administration and cost of the
PSRO program.

Senate amendment.-The Senate amendment is the same as the
House bill, except that it modifies the description of specific data re-
quired to be included in the report with respect to medically unmeces-
sary services and ambulatory care review methodologies,

Conference agreement.-The conference agreement accepts the
Senate amendment.
18. PHYSICIAN REVIEW (SECTION 5 (p))

House bill.-There is no provision in the House bill.
Senate amendment.-The Senate amendment deletes the restriction

in present law which prevents physicians with staff privileges in a hos-
pital from being responsible for review of services in the facility if
review responsibilities have not been delegated to the hospital by the
PSRO.

Conference. agreement.-The conference agreement accepts the
Senate amendment.
19. SCOPE OF GAO SUBPOENA POWER (BsETION 6)

Home bI.-The House bill authorizes the Comptroller General
(GAO) to issue subpenas in his work on Social Securty Act health
programs.

Senate amendment.-The Senate amendment authorizes the sub-
penas to be, issued in connection with GAO work on any Social Se-
curity Act program.

Conference agreement.-The conference agreement, accepts the Sen-
-ate amendment.

20. GAO DISCLOSURE OF INFORMATION (SECTION 6)

House biU.-The House bill contains provisions relating to the dis-
,closure by the GAO of medical records information in its possession.

Senate amendmnt.-The Senate amendment deletes this provision.
Covferenceagreement.-The conference agreement accepts the Sen-

-a-te amendment.

21. COURT ACCESS TO GAO INFORMATION (SECTION 6)

Howe bill.-The House bill contains a provision to exempt from
subpena or discovery proceedings in a civil action personal medical
records in the possession of the General Accounting Office.

Senate amendmevt.-The Senate amendment deletes this provision.
Con ferene agreement.-The conference agreement accepts the

House provision.

22. EFFECTrVE DATE FOR SUSPENSION OF MEDICAID PROVIDERS (SECTION 7)

Ft ou.9e bi77.-In the House bill the effective date for the suspension
provision under medicaid is October 1, 1977.

Senate amendment.--Tn the Senate amendment. the effective date
is January 1, 1978.
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- Conferere agreem Lt.--The conference agreement accepts the Sen-
ate amendment.
23 ASSIGMEXT OF RIGHTS O MEDICAL SUPPORT AS CONDITION OF M1EDICAID

ELIGIBILITY; ESTABLISHMENT OF STATE PROGRAM TO COLLECT SUPPORT
(6,ECTIO'N 11 )

Home bill.-The House bill contains no provision.
Se'nat amne ten.-The Senate amendment adds a provision to

establish a Tmedical support program under which medicaid applicants
and recipients may be required by a State to assign their rights to medi-
cal support or indemnification to the State. An incentive in the form of
a federal payment of 15 percent of amounts collected (in place of
amounts which would otherwise be provided for medical assistance)
would be provided for localities to make collections for States, and
for States to secure collections in behalf of other States.

Conference agreement.-The conference agreement accepts the Sen-
ate provision with an amendment to clarify that the State agency
designated to administer the State plan for child support and estab-
lishment of paternity under part D of title IV of the Social Security
Act may be used for the enforcement of rights due from or through
an absent parent to pay for medical care. The conferees intend that
the title IV part D agency should be used to the maximum extent
feasible. It is not intended that title XIX agencies establish new and
separate systems for collection and enforcement of support from
absent parents for payment for medical care apart from child support
enforcement programs which are already established in States under
the provisions of part D of title IV, since doing so would foster dupli-
cation of effort, unnecessary expense, and administrative complexity. It
is expected that theprogram established under this section will estab-
lish adequate procedures to safeguard information and assure that a
timely and simple mechanism exists to reassign rights to medical sup-
port of the individual entitled to that support if the individual's
eligibility for medical assistance under title XIX is terminated.
24. NOMINATION OF INTERMEDIARIES (SECTION 14)

Houge bZZ.-The House bill authorizes the Secretary, after apply-
ing appropriate standards and criteria, to assign providers to avail-
able intermediaries and to designate a regional or national intermedi-
ary for a class of providers where he determines that such actions will
result in more effective and efficient administration of the program. In
such cases, the Secretary must provide the intermediary an explana-
tion of the reasons for his determination and opportunity for a hear--
ing. Such determinations would be subject to judicial review.

Senate amendnent.-The Senate amendment deletes this provision
of the House bill and substitutes a provision under which the Secre-
tary would be prohibited from refusing to enter into or renew an a ree-
ment with a provider-nominated intermediary solely because of the
fact that such intermediary serves providers located only in a single
State or that the provider could be served by a different intermediary
which serves providers in more than one State.

Conference agreemet.-The conference agreement accepts the
House language with modification to clarify those areas for which
the Secretary will have to establish standards, criteria and procedures
to determine whether the Secretary should enter into, renew, or termi-
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ne :an agreement with an intrmediary and to determine when to
signn or reassign providers to intermediaries. This clarification also
,incorporates that part of the Senate amendment that provides that any
standards and criteria established should not have the effect of exclud-
ing an agency or organization from being an intermediary solely be-
cause it operates in oneState.

The clarification added by the conferees requires that the Secretary
develop standards, criteriia and procedures to serve as a basis fordeter-
mining what constitutes effective and efficient administration. These
standards and cri eria would be applied in addition to those that he
will also establish for the purpose of evaluating an intermediary's per-
formance with respect to all providers or speciic providers. Because of
the random distribution of providers to intermnediaries, both in num-
bers and by type of institution, there can be intermediaries with high
administrative costs, lengthy processing times or other difficulties in
handling claims and audit functions through no fault of their own. The
intent is to make clear that the Secretary in such instances would have
authority to assign or reassign providers to achieve a distribution of
providers that would improve the efficiency and effectiveness of the
medicare program as defined in criteria and standards.
25. AMOUNT OF INCENTIVES TO ESTABLISH STATE MEDICAID FRAUD UNTrs

(SECTION 17)

House bill.-The House bill provides incentives for the establish-
ment and operation of State medicaid fraud units through the provi-
sion for 90 percent Federal funding for the period October 1, 1977,
through September 30, 1980, subject to an annual maximum payment
of 1 percent of medicaid expenditures in a State, or $500,000, which-
ever is greater.

Senate amendment.-The Senate amendment follows the House
bill, except that it provides for 100 percent Federal funding during
,fiscal year 1978, 90 percent during fiscal year 1979, and 75 percent
during fiscal year 1980, subject to the same maximum amounts in the
-House bill.

Conference agreemevnt.-The conference agreement accepts the
House provision with respect to the level of Federal funding. These
Federal monies are to be paid directly to the qualifying State medicaid
anti-fraud agency.
26. REQUIREMENT FOR LOCATION OF FRAUD UNIT (SECTION 17)

House bill.-The House bill provides that to be eligible for in-
creased Federal matching payments, a fraud unit must be separate
from the single State agency administering medicaid. In addition
it must be (a) in an agency with statewide prosecuting authority,
or (b) if the constitution prohibits statewide prosecuting authority,
-an agency with satisfactory procedures to assure prosecution by the
appropriate authorities.

Senat amendment.-The Senate amendment provides that to be
-eligible for increased Federal matching, the unit must be separate
from the medicaid operating agency, or (if different) the single
State agency administering medicaid.

In addition, the unit must be: (a) in an agency with statewide
prosecuting. authority, or (b) if the constitution prohibits statewide
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prosecuting authority, an agency with satisfactory procedures to as-
sure prosecution, or (c) an entity with formal procedures and a work-
ing relationship, satisfactory to the Secretary, for coordination with
the State attorney general's office.

Conference agreement.-The conference agreement deletes the Sen-
ate amendment regarding the placement of the unit relative to the
State medicaid agency. The conferees note that the* intent of the
Senate amendment was the same as the House provision, and the con-
ference action represents only a technical change.

The conference agreement includes the Senate amendment permit-
ting increased matching for an entity with formal procedures and a
working relationship, satisfactory to the Secretary, for coordination
with the State attorney general's office.
27. DEMONSTRATION AUTHORITY FOR IMPROVED METHODS TO INVESTIGATE

AND PROSECUTE FRAUD IN MEDICARE AND MEDICAID (SECTION 17)

Homse bill.-The House bill contains no provision.
Senate amendment.-The Senate amendment authorizes experiments

and demonstrations to develop or demonstrate improved methods for
investigation and prosecution of fraud in medicare and medicaid.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment.
28. UNIFORM REPORTING (SECTION 19)

Houe bill.-The House bill requires the Secretary to establish for
each of the different types of health services institutions a uniform
system for the reporting of such items as cost of operation, volume
of services, rates, capitaI 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.

Senate amendment.-The Senate amendment is the same as the
House bill, with the additional requirement that hospitals shall use
the chart of accounts, definitions, principles and statistics prescribed
by the Secretary to reach a uniform reconciliation of financial and
statistical data for reports to the Secretary.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment. It is the intent of the conferees in agreeing to the
Senate amendment that the reconciliation of data not be required on
a day-to-day basis but only at such times as the uniform reports are
required, and only for purposes of such reports.
29. CONDITIONS FOR WAIVER OF PAST PENALTIES FOR FAILURE TO PERFORM

REQUIRED REVIEW OF INSTITU IONAL CARE (SECTION 20)

Howe biWZ.-The House bill allows States additional time to meet
the requirements of the current law concerning review of care deliv-
ered in long-term care institutions, by providing that if a State is in
compliance for the calendar quarter ending December 31, 1977, the
Secretary shall waive all previously assessed reductions which would
otherwise be imposed on those States that failed to fulfill the require-
ments of the law during previous periods.

Senate amendment.-The Senate amendment provides for uncondi-
tional waiver of all reductions in medicaid payments due to an unsatis-
factory or invalid showing made with respect to a calendar quarter
beginning prior to January 1, 1978.



48

inferencee agreement.-The conference agreement provides, that alt
ponakies, assessed agaist States for unsatisfactory or invalid show-

igs made with respect to calendar quarters beginning prior to Jani-
ary 1, 1977, shall be waived unconditionally. It further provides that
if a, State is in compliance with the requirements of the law for the
calendar quarter ending December 31, 1977, the Secretary shall waive
all penalties for unsatisfactory or invalid showings for quarters-occur-
ring in 1977; if the State is not in compliance on December 31 and past
penalties are imposed, the penalty will be determined by taking into
account the proportion of medicaid patients in homes that were not
reviewed to all medical patients in homes to be reviewed.
30. FORMULA FOR REDUCTION IN FEDERAL MAT-CHING FOR FAILURE TO

CARRY OUT REVIEW (SECTION 20)

House bill.-The House bill contains no provision. Therefore, it
retains the current law formula for a one-third reduction of Federal
matching funds for days of care beyond 60 in a hospital ,a skilled
nursing facility, or an intermediate care facility, and beyond 90 in a
mental hospital, if adequate review is not carried out in accordance
with the requirements of the law.

Senate amendent.-The Senate amendment adjusts the reduction
by the proportion of patients not reviewed to total patients in facilities
to be reviewed.

Conference agreement.-The conference agreement accepts the Sen-
ate amendment, with clarification that (i) it is effective lor quarters
beginning after December 31, 1976, and (ii) that the reduction reflects
the proportion of medicaid patients in facilities for which there is an
unsatisfactory or invalid showing to total medicaid patients in facili-
ties to be reviewed.
31. CONDITIONS FOR WAIVER OF REDUCTIONS FOR FAILURE TO PERFORMf

REVEW (SECTION 20)

House bill.-The House bill specifies that if a State makes a good
faith attempt to perform reviews of all institutions, and actually
reviews all large institutions and 98 percent of all other institutions,
it will be considered in full compliance with the requirements of the
law.

Senate amendment.-The Senate amendment provides that the Sec-
retary, may waive any reduction in Federal matching percentage if
he determines that the State's noncompliance is technical or due to
circumstances beyond control of the State.

Conference agreement.-The conference agreement. provides that
good faith attempts to perform reviews of all institutions, and actually
reviews all large institutions and 98 ercent of all other institutions
(or fails to meet this standard only lor technical reasons), it will be
considered in full compliance with the requirements of the law. The
conferees stress that the intent of the law that all facilities be reviewed
is not changed by this provision. If a facility is not reviewed, there will
be a reduction in matching unless the Secretary finds there was a good
faith attempt to review the institution, and there is no evidence that
any institution, or kind or type of institution, is deliberately not
reviewed.
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3 2. COMPOSITION OF MEDICAL REVIEW TEAMS (SECTION 2,0)

Houme bill.-The House bill contains no provision.
&enate andment.-Thm Senate amendment provides that medical

review teams reviewing care in skilled nursing facilities may be com-
posed of physicians or registered nurses (curTent law requires that
physiciansbe on the teasm).

Conference agreemeit.-The conference agreement accepts the Sen-
ate aJmetdment.
33. PROTECTION OF PATIENT I DS (SECTION 2-1, ADDED BY THE SENATE

M~D3- XTE

Iloue hiZ.-The House bill contains no provision.
&r.. ate -amendment.,-The Senate amendment requires that, as a

condition for participation in" the medicare and medicaid programs,
a skilled mrsing facility must establish and maintain a system to assure
the proper accounting of personal funds. Such system must provide for
separate arid discreet accountinO for each' patient With. a complete
accouinting of income and expendltu res.

Conference agreement.-The conference agreement accepts the
Senate amendment.
"34. GRACE PERIOD FOR POST DISCHARGE CARII (SECTION 22, ADDED BY.THE

SENATE AMENDMENT)

ou e bil/.--The House bill contains no provision.
senate amendment.-The Senate amnendineit' provides that when a

PSRO determines thit further institutional care is not medically
necessary, payment ma:y -be made for only one additional day, except
t6hat a PSRO may authorize up to 3 additional days on a case-by-case
i ,is where additional .time is needed to arrange for necessary post-
discharge care.

Conference agreeineOt.-The conference agreement accepts the
Senate amendment.
35. PROSECUTION OF CIVIL FRAUD .BY INSPECTOR GENERAL -(SECTION 23,

ADDED BY T&I.E SENATE AMENDkENT)
Tloicene b;dl.-The House bill contains no provision.
Senate-ameodnmewt.-The Senate amendment authorizes prosecution

of -civillraxid cases under the Social Security Act health care lograms
by, ,the Imspector General of HEW where U.S. -torneys jIave not
mitiated proceedings within 6 months of a.1fmxa i'eferr'al of a case.

Conference agreemet.-The conference agreement does not include
the prosec-iLtion authority proposed by the Senate amendment but does
provide that in addition to the requirements im posed on the. Inspector
General of the Department of Health. Education and Welfare by sec-
tiim'4(c) of tfe bill, the lhspectorGenilral shall annually include'a e-
port to the 'Congr'ess information related to the Social Security Act
cases referred by the Department of Health. Education and 'Welfare to
the Department.of llstice for prosecution. This iinfomrnatilon shall in-
.liid for each case.ea description-of the number-of eases referred -(With-
it individual identifiers), the types of illegal activity involved, ar"d

'the'amontitin controversy. The Attorney"Genefal shall be mrqiired fo
respond to the annual report of the Ins.pectorGeneral by specifyingthe
:ibreof "ferrhl. diqtrit to which Teferred, and disposition of each' Case
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referred by the Department of Health, Education, and Welfare as
specified in the report of the Inspector General to the Congress.

36. UTILIZATION REVIEW DEMONSTRATION PROJECTS (SECTION 24, AS ADDED

BY THE SENATE AMENDMENT)

Houe bill.-The House bill contains no provision.
Senate amendment.-The Senate amendment directs the Secretary

to establish demonstration projects to evaluate the effectiveness of
PSRO reviews compared to alternative State review methods. It
authorizes establishment of such projects in States which had oper-
ating onsite State evaluation systems in place on August 5, 1977, and
which make application to the Secretary prior to Xpril 1, 1978. It
specifies that demonstration projects be conducted in PSRO areas
which are representative of a State's medicaid population and that
they be conducted in areas which comprise a significant proportion of
medicaid patient days.

Conference agreemnt.-The conference agreement accepts the
House position.
37. PAYMENT FOR CERTAIN HOSPITAL SERVICES PROVIDED IN VETERANS

ADMINISTRATION HOSPITALS (SECTION 251 ADDED BY THE SENATE

AMENDMENT)

Houe bil.-The House bill contains no provision.
Senate amendment.-The Senate amendment authorizes, under

certain circumstances, medicare reimbursement for care provided to
a nonveteran medicare beneficiary in a Veterans' Administration hos-
pital where the care was provided on the mistaken (but good faith)
assumption that the beneficiary was an eligible veteran. The pro-
vision would be applicable to care furnished on or after July 1, 1974.

Conference agreement.-The conference agreement accepts the
Senate amendment.
38. HOSPITAL INSURANCE FOR CERTAIN INDIVIDUALS, AGE 60 THROUGH

64 (SECTION 267 ADDED BY THE SENATE AMENDMENT)

House bil1.-The House bill contains no provision.
Senate amendment.-The Senate amendment would make medicare

protection (parts A and B) available on an optional basis for spouses
aged 60-64 of medicare beneficiaries, others aged 60-64 who are en-
titled to retirement or other dependents' benefits under social security;
and disability beneficiaries aged 60-64 not otherwise eligible for medi-
care. Persons who elect to enroll under this provision would pay the
cost of such protection.

Conference agreement.-The conference agreement accepts the
House position.

39. TREATMENT OF PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS FOR
PURPOSES OF THE INTERNAL REVENUE CODE (SECTION 27, ADDED
BY THE SENATE AMENDMENT)

House bill.-The House bill contains no provision.
Senate amendment.-The Senate amendment deems PSRO's, for

purposes of determining tax-exempt status under section 501 (c) (3) of
the Internal Revenue Code, to be organizations organized and operated
exclusively for charitable purposes.

Conference agreement.-The conference agreement accepts the
House position.
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40. POSTPONEMENT OF REQUIREMENT THAT STATE MEDICAID PROGRAMS,
PAY SKILLED NURSING FACILITIES AND INTERMEDIATE CARE FACILITIES

ON A BASIS REASONABLY RELATED TO COST (SECTION 28, ADDED BY TIM-.

SENATE AMENDMENT)

House bill.-The House bill contains no provision.
Senate amendment.-The Senate amendment postpones the require-

ment for medicaid payments on a basis reasonably related to cost until
January 1979, and provides protection against retroactive claims for
failure to meet the current law requirements.

Conference agreement.-The conference agreement accepts the
House position.
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