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Mr. LoNo, from the Committee on Finance,
submitted the following

REPORT

[To accompany S. 1481

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

I. SUMMARY OF THE BILL

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

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

(1)



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

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

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

() Furthermore, the bill modifies existing medicare and medicaid
provisions relating to termination of niedicare provider agreements
or suspension of medicaid payments to health care entities by adding
a requirement that a provider must comply with a request specifically
addressed to it by the Secretary or the medicaid State agency for full
and complete information as to any sigificant business transactions
between it and any subcontractors or between it and wholly-owned
suppliers. Finally, in the case of subcontractors having more than
$25,000 in annual business transactions with a provider, compliance
would be required with similar requests related to ownership informa-
tion pertaining to the subcontractor. (Section 3)

2. The bill requires all institutional providers of services, or other
agencies. institutions, or organizations, as a condition of participation
or certification in medicare. medicaid or the social services programs
under Title XX of the Social Security Act to disclose, in the applica-
tion for participation or certification, the names of owners, officers.
directors, agents, or managing employees who have been. convicted
of fraud against the medicare. medicaid. or State social service grant
program.. Where an application contains the name of any such pre-



viously convicted individual, the Secretary or the State agowc can
refuse to enter into an agreement or refuse to contract with the ap-
plicant. The Inspector General of the Department of.IHealth, Edu-
cation. and Welfare must be informed of the receipt of any such ap-
)lications and of any action taken on them. (Section 8)

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

4. The bill requires any provider of services participating in medi-
cae to promptly notify the Secretary of its employment of an in-
dividual who. at any time during the preceding year, was employed
in a managerial, accounting, auditing, or similar capacity by a medi-
care fiscal intermediary or carrier t4at services the provider. (Sec-
tion 15)
,a. The bill allows Federal access to the records of persons or in-

,titutions providing services under medicaid in the same manner that
such access is presently provided to State agencies. (Section 9)

6. The bill authorizes prosecution of civil fraud cases under the
Social Security Act health care programs by the Inspector-General
of IEW where U.S. attorneys have not initialed proceedings within
.Ix months of formal referral of a case. (Section 28)
Profesional Standards Review

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

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

purpose of evaluating the effectiveness of PSRO reviews com-
pared to alternative State review methods. The bill authorizes the
establishment of such projects in States which had operating
onsite State evaluation systems in place on August 5, 1977, and
which make application to the Secretary prior to April 1, 1978.
The purpose of the projects will be to evaluate the effectiveness,
both in terms of the quality and appropriateness of medical care
as well as the impact on State budgets, of PSRO hospital review
compared to alternative State hospital review systems. Demon-
stration projects would be conducted in PSIRO areas which are



representative of a State's medicaid population and comprise a
ignificant proportion of medicaid patient days (Section '24);

(8) that a PSRO may be conditionally designated for a period
not to exceed 48 months (with authority for the Secretary to ex-
tend the period for an additional 24 months where warranted by
unusual circumstances); and that PSRO's must assume review
responsibilities for institutional services during this period (Sec-tion 5 (b)(4) that the Secretary shall require a PSRO, where he finds

it is capable of undertaking ambulatory care review to undertake
such review no later than 2 years after it becomes fully operational
(but not during such organization's conditional phase), and to
give priority to requests by PSRO's to review services in "shared
health facilities" (Section 5 (c));
0 (5) that the Federal Government may assume the defense costs
incurred by a PSRO in a liability suit related to the performance
of its functions (Section 5(i).);

(6) for the disclosure of information with respct to evdene
of fraud to designated Federal and State law enforcement agen-
cies (with a prohibition against access to PSRO records in the
cam of subpena or discovery proceedings in a civil action), and
for the disclosure of aggregate statistical data to Federal and
State health planning agencies (Section 5(h));
(7) for the annua submission to the Congress by the Secretary

of a comprehensive report on the administration, cost, and impact
of the PSRO program (Section 5 (k)) ;

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

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

(10) for several clarifying administrative and technical changes
designed to enhance a PSRO's operational capacity (Section 15).

Administrative Ref orm
1. The bill requires the Secretary to establish for each of the dif-

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

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

3. The bill would encourage each State to establish an office separate
from the medicaid program agency to prepare and prosecute cases of



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

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

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

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

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

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

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

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

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

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

4. The bill would authorize, under certain circumstances, reimburse-



meant to a Veterans' Administration hospital for care provided to a
nonveteran medicare beneficiary. (Section 26)

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

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

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

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

4. The bill would preclude Federal matching of State medicaid ex-
penditures that result from State laws or contracts which exclude or
limit insurance benefits because an individual is eligible for medicaid.(Section 11) II. GFN-rJAL EXPLANATION OF TIE BILL

Prohibition Agai'nst Assigmaent by Phyei'as and Others of Clairm
for Servioe8; Claim4s Payment Procedure* for Medicaid Progriam
(Section 2)

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

In 1972, the CogEs took action to stop a practice under which
some physicians and other persons providing services under medicare
and medicaid reassigned their medicare and medicaid receivables to
other organizations or group& Under the conditions of these reassign-
ments, the organizations or groups purchased the receivables for a
percentage of their face value, submitted claims and received payments
in their name. By 1972, it had become apparent that such reassign-
ments were a significant source of incorrect and inflated claims for
services paid by medicare and medicaid. In addition, cases of fraudu-
lent billings bv collection agencies and substantial overpayments to
these so-called "factoring" agencies were also found.



Qogiw concluded that such arrangements were not in the best
interest of the government or the beneficiaries served by the medicate
and medicaid programs. The Social Security Amendments of 1972,
Public Law 92-803, therefore included a prohibition against the pay-
ment for covered services to any one other than the patient, his physi-
cian, or other person who provided the service, unless the physician
or other person is required as a condition of his employment to turn
his fees over to his employer, or unless the physician or other person
has an arrangement with a facility'under which the facility bills
for such services.

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

The committee bill would modif. existing law to preclude the use of
a power of attorney as a device -for reassignments of benefits under
medicare and medicaid, other than an assignment to a governmental
entity or establishment, or an assignment established by or pursuant to
the order of a court of competent jurisdiction. The bill also provides
for similar prohibitions with respect to billings for care provided by
institutions under medicare and medicaid. However, it would not pre-
clude the agent of a physician or other person furnishing services from
collecting any medicare or medicaid payment on behalf of a physician,
provided the agency does so pursuant to an agreement under which the
compensation paid the agency for his services or for the billings or col-
lections of payments is unrelated (directly or indirectly) to the dollar
amount of the billings or payments, and is not dependent upon the
actual collection of any such payments. Thus, the use of billing agents
by doctors and others, when the agents are paid on a basis related to the
cost of doing business and not dollar amounts billed or collected, would
not be precluded. The bill would not impose any limitations on the use
of billing or collection agencies for payments owed by anyone other
than the medicare or medicaid programs. Nor is it the committee's
intention that this provision preclude the legitimate transfer of ac-
counts receivable from these programs by an individual or an institu-
tion upon the "sale" of the individual's practice (for example upon
retirement) or as part of the sale of all the assets of an institution.

The committee has received testimony indicating that undue delay
in medicaid claims payments contributes to the rise of favoring ar-
rangements as well as discourages physicians from participating inyscin fo patcaing i
the program. The committee wishes to assure that the ban on factoring
arrangements will not impose an undue hardship on medicaid prac-
titioners. The bill therefore requires State medicaid plans to provide
for claims planent procedures which ensure that 95 percent of
clean claims (i.e. those not requiring further substantiation) of
claims for services furnished by health care practitioners through
individual or group practices or through shared health facilities are
paid within 80 days of receipt; 99 percent of such claims must be paid
within 90 days of receipt. State plans must further provide for nroce-
dures for prepayment and postpayment claims review. The bill per-



mits the Secretary of Health, Education, and Welfare to waive this
Sftft plan requirement if he finds that a State has exercised good faith
in trying to ensure timeliness and accuracy in its claims payment op-
eration. Among other thins the Seretry should take into account
in making a waiver determination is whether the State has received an
unusually high volume of claims which are not clean claims (ie..
claims for which no further written information or subtantiation is
.eq~Ired from the provider).

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

(Section 3)
The committee's bill would require entities including health main-

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

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

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

To remedy these problems, the bill would require disclosure of speci-
fied ownership information to the Secretary or the appropriate State
agency, as a condition of an entity's participation, certification, or



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

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

(1) has a direct or indirect ownership interest of 5 percent or
more in the entity.

(2) owns (in whole or part) a 5-percent interest in any mort-
gage secured by the entity,

(3) is an oAicer or director of the entity, if it is organized as
a corporation, and

(4) is a partner in the entity, if it is organized as a partnership.
Where disclosing entities providing services under medicare or

medicaid own 5 percent or more of a subcontractor, similar owner-
ship information would be required to be disclosed about the
subcontractor.

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

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

In developing regulations to define subcontractors and sulppliers,
the committee intends that a distinction be made between agencies and
organizations from which a provider only purchases goods and services
to assist in meeting its obligations to patients and those agencies and
organizations to which a provider has actually delegated some of the
duties and obligations it has directly to its patients. Although the
facts and circumstances of individual situations may differ, it is con-
templated under such a delineation that the relationship between a
hospital and a commercial laundry would be considered to be that of



a'provide and .its supplier, but tlit the relationship between. a hos-
pital and. a mangement company with which it has contacted to
administer either all or part of the dy-to-day operations ot the insti-
tution or the relationship between a hospital and an independent radi-
ological service would be that of a provider and a subomtractor.

The bill specifies that the Secretary is to determine by regulation
the meaning of the prase "directly or indirectly" with respect to per-
sons having ownership interests in disposing entities, In direcing
him to do this, the committee is aatey aware of the di culties
involved in developing this definition, particularly when the phrase
"persons with ownership interests" is interpreted to mean a corpora-
tion. Institutional providers of health care often are owned by cor-
porate entities which in turn are owned by other corporations. In order
to coinpile aeurLte information on persons with ownership interests
in disclosing entities, the committee believes it is also necessary to
obtain information on persons with ownership interests in theie other
corporations. The information to be disclosed under the bill must go
beyond the listing of corporate identities unless that corporation is
alnmdy subject to ownership disclosure under the statutes admin-
istered by the Securities and Exchange Commission or other Federal
regulatory agencies. It is intended, at the minimum, to identify those
persons with ownership interests of 5 percent or more in a non-
publicly held corporation that owns a disclosing entity. In addition.
the Secretary may determine that it is necessary to require disclosure
of persons with ownership interests in nonpublicly held corporations
beyond the first 'level of corporate ownership where the concept of
"pramiding" of corporate structures appears to be present

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

The amendments pertaining to ownership disclosure would apply
with aspectt to certifications and recertifications made (and participa-
tion in the programs pursuant to certifications and recertifications
made) and fiscal intermediary agreements or contracts entered into
or renewed on and after the date of enactment. The remaining amend-
ments would take effect on the date of enactment except for the pro-
vision requiring disclosure of information on subcontractors and sig-
nificant business transactions under medicaid which would become
effective January 1, 1978.
PeaULtie, for Defrauding Medicare and Medicaid (Section 4)

.The committee bill would strength and clarify the penalty provi-
sions in existing law which relate to persons rovi services under
medicare and medicaid. The bill would also amd a pnty for medicare
providers, physicians, and other suppliers of services who have agreed



to accept A assignment of benefits" under part B of the, medicare
program but repeatedly charge patients in excess of the "reasonable
charge". The bill further requires the Inspector General to include an
evalution of the performance of the Attoney .General in tle in ti
gations of criminal violations relating to medicare and. mediidi
his annual report.

Existing law provides specific penalties under the medicare and
medicaid programs for certain practices that have long been regaded
by professimal organizations as unethical, which are unlawful in some
jurisdictions, and which contribute significantly to the cost of the pro-
grams. S uch practices as the submission of false claims, or the solicit-
ing. offering, or acceltance of kickbacks or bribes, including rebates or
a portion of fees or charges for patient referrals, are misdemeanors
under present law and punishable by a maximum $10,000 fine, up to
1 year imprisonment, or both. In addition, the making of false state-
m1ents with respect to material facts concerning the conditions of
health care facilities in order to qualify for certification under medi-
care and medicaid is considered a misdemeanor and punishable by a
maximum $2,000 fine, up to 6 months in prison, or both.

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

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

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

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

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

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

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

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

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

OFFcI or Tnz ATroRzT GNEmTA,
Waunton, D.C., May 12, 1977.

Hon. DAx IoBTsm xowsKI,
OAainwnj, Sub wcbittee on Health Committse on Way8 and Means,

Houae of Repeaentaive, Wa ing to D.C.
DArw M. CHmumxm: I am writing you again with reference to the

proposal to include in H.R. 3 a mandate for the establishment of a
separate and identifiable organizational unit within the Department's
Criminal Division to carry out specified functions relating to investi-
gation and prosecution of criminal violations in the prograns of health
insurance and medical assistance provided under te social Surity
Act. As I indicated in my appearance before your subcommittee, I
fully concur in the need for vigorous investigation and prosecutions
of fradulent activities in the medicare-medicaid program. I strongly
feel, however, that the aforementioned provision is unnecessary and
would set an undesirable precedent by dictating in law a particular
subordinate organization within the Criminal Division.

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

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

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

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

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

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

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

I have every intention of continuing emphasis in this area. I do
respectfully recommend, however, against placing in the law the re-
qurement of a specific organization entity for this purpose. I am afraid
that other congressional committees will feel that they must support
similar organizational requirements in law for their programs to
insure that such programs receive appropriate attention. A prolifera-
tion of special units would inevitably lead to confusion, lack of flexi-
bility and be self-defeating of the purposes intended.

Sincerely,
GimI B. BEL, A attorney General.

89-010-77-3
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The committee bill modiies section 2O 4) of. VIPdi law 9"5,
relti to the annual rep rts of the eIth Zducation, ad'Welfare
Insect r General to require the Insp r denerais report toimclude
an" evaluaton of Ee performance of the Attorn General in the in-
vestigation and prbeecutn of criminal violations relating to fraud
in the medicare and medicaid program and include any recommenda-
tiras with respect " iprov .the performance of such activities.
The penlty proviions oftis section would apply with respect

acts occurrig or statement or representations made on or after the
date of enactment.
A wmews Rletk to Prfeuo2md tewarde Revietw O atsdaions

Waiver of Other Review Reqvirement (Section 5(a))
The committee's bill provides that where the Secretaly finds a

given Professional Standards Review Orgnization (PSRO) corn,-
petent to perform required review functions, similar activities other-
wise required by law would not apply, except to the extent speeded by
the Secretary.

Under present law the Secretary is authorized to waive any or all
-of the review, certiication, or similar activities otherwise required
under the law where he finds, on the basis df substantial evidence of
the effective performance of review and control activities by PSRO-.
that the activity or activities are no longer needed for the provision.of ad'uate rewew and control. The purpose of this provision was to
avoid duplication of review functions. Current law does not specifi-
cally state that the waiver authority is applicable to conditioally des-
ignated organizations, although the language has been interpreted
to permt such actions.

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

The amendments made by this subsection would be effective upon
enactment.
Modigoation of Repinmente for Go dtloxa4 Dmig med PSRO's

(Section 5 (b) )
The committee's bill extends the time period for conditional des-

ignation of PSRO's and clarifies the language of present law pertain-
ing to the duties and functions a PSRO must assume during tis trial
period.

Current law provides that each PSRO shall initially be designated
on a trial basis for a period not to exceed 2 years. By the end of the



orgaaizae tabim be oo"iered a ilid organization
onl7 If the Se ary finds that it is substan. barrymg out in a
EyIcm er th.e .VNr1dM of11 a P. RO with respect to
istitutional services in its area. When ths lteislation was enacted, it
was anticipate that coudiiona l. designated organizations would be
able to assume review responsibiliies with respect to all institutional
services, within a 2-year I Implemente tn of the program has
been slower than anticipated with the major focus to date on review of
inpatient hospital services. A number of .conditionally designated
or-a aions have or are approaching the eand of their 2-year t.ial
period. While many are effetively performing reviews of services,
they are technically not eligible for continuation of their oesttional
status or designatin as qualified organizations.

The bill modifies tiw conditional designation provision of present
law to provide for a conditional period inot to exceed 48 months. The
Secretary would be authorized to extend this period for an additional
24 months if an organization has, for reasons beyond its conta-ol, been
unable to satisfactorily perform all of its required function& The corn-
mitee expects that this extension of the conditional period would be
authorized only in unusual circumstances.

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

The amendments made by this subsection would be effective upon
enactment.
Review Requirements (Section 5 (o))

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

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

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

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

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

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

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

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

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

Under current law, PSRO's may request authority to review am-
bulatory care services, i.e., those provided in clinics or doctors' offices,
however, to date, little emphasis has been given to this type of review.
The committee bill would require the Secretary to approve a request
by a PSRO (whether under conditional or operational status) to
undertake ambulatory review if the Secretary finds it capable of per-
forming this function. The bill further directs the Secretary, where he



finds an operational PSRO (not a conditional PSRO) capable, to re-
quire such orga~ tion to undertake ambulatory review not later than
2 years after it has achievedoperational status. The committee expects
that in implementing this requirement, the Secretary will exercise
judgment with respect to the varying capacities of PSRO s and, where
appropriate, will establish a reasonable classification of ambulatory
care review activities for an organization to undertake. Such classifica-
tion might include specific categories of services or specifico aspects
of various service categories. The committee further notes that "am-
bulatory care services ' are those services not rendered by or in an
institution. Institutional review, including review of services provided
in hospital outpatient departments or emergency rooms, is a require-
ment of current law and must be conducted before an organization can
achieve operational status.

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

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

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

The amendments made by this subsection would be effective upon
enactment.
Conclusive Determination for Payment (Sectim 5 (d))

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



• .. bill. generally, Precheis dolegied reWviin skilled nursing it-
ciliei *d .provides- that eriew of services provided in-termediate
tare hciities (which are not also skilled nursing facilities) will be

ders by P80 i the See. nd that the State is not
Uder ping tenilas w liew in thes facilities.
Under preheat lsw, medicare payments and the Federal share of

.media'. "payments may not generally -t made for health -care seW-
ie. which_ a PSRO, in the proper exercim of its duties, has deter-
ned tobe ;mkialQly nnecemSry or inappropriate. However, t*

ommittef1fie* iy that it is ne7essa_, in order to avoid the per-
yiommne, of dtr1Mivcd"ptive reviews by medicare and medicaid

agniSs, 40 clarify the eope of the PSRO's authority and the role of
ti* mdiesid Stat..amo Ws,.

Aoordingly, the bill provides that where. a conditionally designed
ora qulified P8P.0'has been found competent by the Secretary to
assume speeiflOC review responsibilities and is performing such reviews,
a detenniflation as te quality or tecessi made in connection with
such MWeW would constitute the conclusive determination on those
iams for Ipurpiom, of payment. (Sueh determinations would be sub-
ject to the bearin and appeals pr" esions of present law.) Medicare
fiscal intmw diaries and State medicaid agencies would continue to
be responsible for Other types 6f reviews and determinations relating
to program eligibility, coverage of services, audit, claims payment,
frand and abuse detection, and related activities.

The oommittee has received comments from a number of States ex-
preming oncerh over the potential impact of PSRO determinations
on State medicaid budgets. The committee has concinded that since
slbstantial State. monies are involved it is appropriate that they be
given an oppwtunity to evaluate a PSRO's capability to efficiently and
effectively perform review of medicaid series The bill, therefore,
makes preision for the. partieipatimi of States in the PSRO designa-
tion process and in the ongoing monitoring of PSRO review activities.
-The bill reouires a PSRO to consult with the medicaid State agpncv

in the development of its formal review plan (required as a condition
fbr designation)' sA i any modification of the plan involving as-
sumption of review responsibility for additional categories of serv-
ies The bill provides the States with an oppo rtunity to review and
comment ovi the proposed conditibnal designation of a PSRO. the
chat in designation'status from conditional to operational, and the
s9upt6n b* the PSRO-of resp nsibility for long-term care and
*mbuftrnir care review- ]Before the Secretary d states a PSRO or
stbstift 6 : add o its functions, he is required t take the State's
views into account. If his decision differs from the course recommended
by the State, he must notify the State of the reason for his decision
and allow it additional time to provide further support for its views.
..The bill poyides that a PSAO's determination shall constitute a

concluiv' e ,terw. Inaiop for purposes of payment under medicaid
only if the PSRO has entered into a memorandum of understanding
approve . by the $eoretary) with the appropriate State medicaid

ARM ! 1 , uipoe- of. this njMxoravdums ~ito dplimeat. th reIRtOWi
hiptween the PSRO and the State agency. LPe qlmren for

a momoramndum of understanding may be waived only if the State



indicates that it does not wish to enter into such an understandings or
if the Secretary finds that the State agency has refused to negot~ateo
in good faith 9r in a timely manner with the PSRO involved.

A State medicaid agency may request a PSRO to include in its.
memorandum of understanding Ia specification of review goals and
methods (in addition to those required in the PSRO's formal review
plan) for the, performance of its required functions. If the State
medicaid agency and the, PSRO are unable to agree on the inclusion
of such tens, the Secretary would review the requested specificaion
and require that it be.included in the memorandum if he determines
that the review, goals and methods are consistent with titles X1 and
XIX of the act and do not impair the effectiveness and uniformity of
aid. For example, a State might request that a PSRO emphasize the
the PSRO's review of health care services under medicare and medic-
prevent ion of necessary Friday admissions of medicaid patients
for eletive procedures not scheduled to be performed until Monday.
Your committee notes that the PSRO's application of norms, criteria,
and standards would not ke affected by this provision; standards, for,
quality, appropriateness and necessity of services would continue to be
the same for both programs. If the PSRO found review of weekend
admissions was appropriate, it would generally be applied to all
patients whose care was reviewed hy the PSRO.

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

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

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

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

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

hospital also encompasses an attached skilled nursing or intermediate
care facility.

The committee bill further provides that PSRO's shall have respon-
sibility for the review of services provided in an intermediate care
facility where such facility is also a skilled nursing facility. PSRO
review of care in other intermediate care facilities and public institu-
tions for the mentally retarded (services which are paid for only under
the medicaid program) would only be undertaken where the Secretary
determines that the State is not performing effective review of the
quality and necessity of services provided in such facilities. If the
Secretary does make such a finding, and the PSRO is required to carry
out the review; the committee expects that the PSRO would not dele-
gate review to the intermediate care facility, just as they are prohibited
from such delegation to skilled nursing facilities.

The amendments made by this subsection would be effective upon
enactment.
Clarifcation of Sanctioa Provision (Section 5 (e))

Current law specifies those conditions under which the Secretary
mayt at the recommendation of a PSRO, withdraw a medical care pro-
vider's eligibility to participate in Social Security Act medical care
programs where it is Aetermined that it is not willing, or cannot, carry
out its obligations to order and provide only necessary care of accept-
able quality.

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

The amendment made by this subsection would be effective upon
enactment.
National Council (Section 5(f))

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

Present law provides that the 11 members of the Council shall be
appointed for 3-year terms and may be eligible for reappointment.
The bill would amend this provision. The general term for Council
members would continue to be 3 years, except that for members
appointed in 1977, four shall be appointed for a 2-year term and
three for a 1-year term. All members would continue to be eligible
for reappointment.

The amendment made by this subsection would be effective upon
enactment.
Nat&m Council Report (Section 5(g))

The committee bill would delete the requirement in present law for
an annual report on its activities by the National Professional Stand-
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ards )Review CounciI and would require instead the submission by the
Secrtary of a detailed annual report on the PSRO profrm.
. Under the new reporting requirement included in thelil, the Sec-

retary would be required to submit substantially more information
concerning the cost and operation of the PSRO program than has
previously been required of the National Council. Accordingly, the
bill would delete the requirement for the National Council report as
duplicative and unnecessary.The amendment made by this subsection would be effective upon
enactment.

x%'choange of Data and Inf ormt-on1 With Other Agencie& (Section

The committee's bill would expand and clarify the circumstances
underwhich the provision of data or information by PSRO's would
not violate the confdentiality requirement of law.

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

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

2. Summary statistics aggregated from the Uniform Hospital Dis-
charge Data Set (UHDDS) to the extent that it is not identifiable to
an individual patientor health care practitioner.

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

Data and information made available to Federal or State agencies
recognized by the Secretary as having responsibility for identifying



and invest' eating fraud and abuse may not be further disclosed expt
when the disclosure is made in the course of a leJ, judicial or adm in
istrative proceeding. Violation of this prohibition woulA result in
application of the penalty specified in existing law.

The committee h included this provision to facilitate the ex-
change of data and information with other agencies while at the same
time assuring that the confidentiality of patient records will not be
violated. The committee has received information that PSRO's which
have identified suse died cases or widespread patterns of fraud and
abuse have been unable to make the information available to enforee-
nient agencies. The committee also notes that the provision of aggre-
gate statitical data to Federal and State planning agencies wilfen-
able those bodies to develop a more accurate picture of medical care
patterns in their areas, facilitate planning for, future resource needs,
and prevent unmecea:ary duplicative data gatheriAatacivities,

The bill also includes a provision to protect patiaet records from
subpena or discovery proceedings in a civil suit.'This provision, how-
ever, would not preclude the subpena or discovery of 6ra or copies
of the same documents in the possession of others.

The amendment made by tis subsection would be effective upon en-
actment.
Legal Expentea (Section 6 (1))

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

The amendment made by this subsection shall be effective upon
enactment.
Pa.pnent of PSRO Empenwes (,Section 5(j))

The committeA's bill would clarify the intent of p resent law that
payment for PSRO expenses is to be made from F~edral funds.

tinder present law, expenses incurred by PSRO's are payable from
medicare trust funds and from funds appropriated to carry out the
Where health care provisions of the Social Security Act. The bill would
clarify that it is not intended that States or local governmental entities
contribute toward these expense, as they normally must do to receive
Federal matching, funds under title XIX.

The amendment made by this subsection would be effective upon
enactment.
Annual Reports (Section 5 (k))

Current law does not require the operation of a detailed report
on the activities, cost,. and impact of the PSRO program. The com-
mittee believes that this information is necessary to determine the
status of program operations, to evaluate the progress of program
implementation, and to assess the program's electiveness.
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The bill committee therefore requires the Secretary to submit an-
nual reports to the Conpess by April 1 of each year beginning in
1978 on the administration, impact, and cost of the PSRO program
during the preceding fiscal year. The reports must include program
data on eack PSRO; institutions and practitioners whose services are
auk ect, to review; penalties and sanctions; total costs under titles
V9 XI XVIII, and X.IX in the implementation of all required review
procedures; changes attributable to PSRO activities; results of pro-
gram evaluation activities; extent to which PSRO's are performing
reviews for other private or governmental programs; and legislative
recommendations.

The amendment made by this subsection would be effective upon
enactment.
Medic2 Opeer (SectLon 5(1))

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

The amendment made by this subsection would be effective upon
enactment.
PaymetV for Review of Part B Serice Prorided by Hospitas (See-

. tw~n(fi))

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

The amendment made by this subsection would be effective upon
enactment.
Statewide Councils (Section 5 (n))

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

The amendment made by this subsection would be effective upon
enactment.-
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Technical Corrections (Section 5 (o))
The committee bill makes technical corrections in sections 1152(b)

(1) (A), 155(a) (1), and l160(b) (1) of the act.
Physiian Review (Section 5(p))

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

Under current PSRO review provisions, a physician is ordinarily
prevented from being responsible for the review of hospital care and
services provided in any hospital in which he has active staff privi-
leges.when the review of such services has not been delegated to the
hospital by a PSRO. However, where review, has been 0ted to
the hospital, a physician with active staff privileges in that facility
may be responsible for the review.

The committee notes that there is no evidence that such a distinction
in the qualification of the physician responsible for the review is neces-
sary. The decision whether or not to delegate review is not necessarily
related to the ability of an individual physician with active staff privi-
leges in a particular hospital to do the required review, but is more
likely to be related to other factors. The committee has concluded that
the existing prohibition places an undue burden on nondelegated hos-
pital review.

The committee bill therefore deletes the restriction contained in cur-
rent law which ordinarily prevents physicians with active staff privi-
leges in a hospital from being responsible for review in a faci ty if
review responsibilities have not been delegated.
ssuane of Su&bpenaa by thte Comptroler General (Section 6)

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

Currently, the Comptroller General of GAO does not have the statu-
tory authority, under the Social Security Act, to issue subpenas in don-
nection with GAO investigations into programs authorized by that
act. In a December 29, 1976, letter to the House Ways and tfeans
Committee, which was in response to an inquiry aoncerning Social
Security Act subpena power for the General Accounting Office, the
Acting Comptroller General stated that:

From the overall perspective, we believe that the subpena
power in question would be a useful tool. In all probability,
the mere existence of such a power would be sufficient to pre-
clude problems in most cases and, in our opinion, resort to its
use would be relatively infrequent. We would thus favor the
inclusion of subpena authority in the anticipated new
legislation.

The bill would give the Comptroller General of GAO the power to
and issue subpenas in order to gain information and facilitate

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

The amendments made by this section would be effective upon
enactment.
Suwpeaio of Practitionerm Convicted of Medicare- or 3fedicaid-

Related O'rime8 (Section 7)
The committee's bill requires the suspension of physicians or otljer

individual practitioners from participation in medicare or medicaid
if such practitioner has been convicted of a program-related criminal
offense.
The committee has included this provision in response to the con-

cern that some program violators have been permitted continued
'5irticipation, often without interruption, in Federal health care pro-
grams. The committee feels that misuse of Federal and' State funds
is a very serious offense and that those convicted of crimes against the
programs should not be permitted continued and uninterrupted receil)t
bf Federal and State fuhds. The committee believes that this threat of
suspension, together with the upgraded penalties authorized under the
bill* will serve as a significant deterrent to fraudulent practices under
medicare and medicaid.

Under current law, physicians or other individual practitioners who
have been convicted of an offense related to their participation in
medicare or medicaid are not automatically suspended from these
programs and can continue to receive payment therefrom. The See-
iretary may suspend Federal payment to a person who has falsified
information related to a request for payment. The Secretary may also
suspend a person who bills the program for charges substantially in
excess of the person's customary charges or who has furnished services
-found to be substantially in excess of an individual's need, to be
harmful, or to be of grossly inferior quality.The bill requires the Secretary to suspend from participation under
medicare, a physician or individual practitioner who he determines
has-been convicted of a criminal offense related to such individual's
involvement in medicare or medicaid. To permit case-by-case determi-
nations, the suspension would be for such period as the Secretary
deems appropriate and no medicare payment could be made for any
item or service furnished by such individual during this period. Indi-
viduals subject to suspension are those who are convicted on or after
the date of enactment of the law or within such period prior to enact-
ment as the Secretary may specify in regulation. Provision is made for
appropriate notice to the individual and the public and hearing and
judicial review of the Secretary's determination. In any case where
the Secretary suspends a practitioner from participation in medicare
he is required to promptly notify every State medicaid agency and the
appropriate State or local licensing authority.

Whenever a State medicaid agency is notified by the Secretary
.that a practitioner has been suspended under medicare, it shall sus-
pend such individual from participation in medicaid. This is intended
to prevent practitioners from moving from one State to another in
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ordo to avoid the effect of the suspeision. To confonu the timng of
uI.S ns, the medicaid suspension period shall not be less than the

suspensiM period applicable to the individual under medicare. No
medicaid program payznents may be made for services provided by
such individual d~Wwg the suspension period.
In his notification to the licensing authority the Secretary shall re-

quest that investigations be made and sanctions be invoked, as deemed
appropriate in accord. with the State's law and policy. The Secm-
tary nd Inspector General would be noticed of whatever action, if
an is taken by those authorities.

The committee was concerned that imposition of this suspension,
trder certain unusual circumstances, could depy adequate access. to
tuaial care to persons eligible for services under medicare or medic-
aid. To ensure that this would not occur, the bill provides two reme-
dies. First, the hill would authorize the Secretary to designate a com-
munity as .a.health mnpower shortage aea (as defined under title
III, of t P1 lie Health Service Act) for purposes of placement of
Natia.n* Health Service Corps personnel, if he determines that im-position o.a, suspension would leaye those residents of the area eligible
under medare or medicaid withput adequate access to health services.
Second, the bill p rmits the Secretary, on the request of a State, to
waive a practitioner's suspension under the State's medicaid program.
The eoittee i ntens .hat such waivers be granted sparingly. It is
expected that waivers will only be Apprved where imposition of the
suspension would deny a conuunity o needed medical service because
of the shortage of practitioners in that area and no National Health
Service Corps persnnel have been assigned.

The amendments made by this section would be effective upon en-
actment .ei'ept for the provision relating to medicaid suspensions
which would be effective for caleadcr quarters beginning on or after
January 1,1978.
Disclosure by Provider of Owttere atd Certain Oth4r Individua

Convicted of Certan Offewee. (Sect ion 8)
The committee's bill requires all institutional providers of services

participating in medicare, medicaid, or title XX State social service
grat irms to disclose the names of owners and certain other

diviuals who have been previously convicted of fraud against any
one of these programs. The bill also permits the Secretary or appropri-
ate State agency to decline to enter into an agreement or contract with
an institution whose application contains the names of any such in-
dividuals and further permits the secretary or any State agency to ter-
minate existing provider agreements if the names of such individuals
have not been disclosed as required.

Current disclosure of ownership provisions do not require institu-
tional providers of services and other agencies and organizations certi.
fled to provide services under titles XVIII and XIX of the Social
Security Act to disclose information about criminal records any of
their owners and nanagrial employees may have Similar inform.
tion is also not required from institutional providers participating in
title XX of the Social Security Act, a number of whom are also cer-
tified to provide services under medicare and medicaid. Existig
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procedures for determining this information are inadequate, time-
consuming, and have perntted individuals previously convicted of

urch offenses to continue ownership or management in participating
facilities or become owners or managers in other participating facili-
ties without program administrators being aware of an individual's
past activities which might have a bearing on a facility's future
performance.

Lack of adequate disclosure of these individuals is an additional
restraint on fEWs attempts to investigate and control program
abuse. It has hampered and restricted Department efforts to Mink the
participation of those facilities and other organizations providig
services under titles XVIII, XIX, or XX that are partially owned
or controlled by persons convicted of criminal offenses against the
programs.

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

The result of the failure of the current law to provide procedures
whereby facilities owned by persons who have previously been con-
victed of fraud against medicare or medicaid has been that these per-
sons continue to receive payments from the programs. Even criminal
conviction is not sufficient to exclude an indivil ual from the nursing
home industry or the Medicaid system. Lengthy state administrative
procedures must also be carried out, vulnerable to delaying litigation.
le problem would be compounded under present law whenever a

provider convicted in one State continues to operate in another. Then
the speedy removal of the provider from the medicaid program would
be almost impossible. Conferring the proposed powers on the Secretary
would ensure that providers who have flagrantly abused the system
will not be able to exploit the delays in State administration processes
to continue their profiteering.

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

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

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

The amendments made by this section should apply with respect to
contracts, agreements, and arrangements entered into and approvals
given pursuant to applications or requests made on and after the first
day of the fourth month following enactment.
Federal A.eesa to Record, (Section 9)

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

The amendment made by this section would be effective upon
enactment.
C(7air Processmi and Informwtion Retrieval Systema for Medicaid

Programs (ection 10)
The bill permits States to send explanation of benefits forms to a

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

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

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

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

The committee notes that this change n the medicaid statute doe.,not constitute a new entitlement to higher Federal matching, but
merely increases the workabiliy of the existing provision.

Th0 amendment made by this section would apply with respect to
calendar quarters beginning after the date of enactment.
Refriction on Federal Medicaid Payment.. Assignment of Right8 of

Payment; Incntive Papment. (Section 11)
The bill precludes Federal matching payments for expenditure.

under medicaid lor services which a private insurer would have an,
obligation to pay except for a provision of its insurance contract
which has the effect of limiting or excluding such obligation because
the individual is eligible for or receiving medicaid.

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

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

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

States have advised the committee that there are cases where absent
parents who have been ordered by a court to provide for the medical
support of their families have failed to do so. Frequently these families



must turn to the medicaid prof for their medical needs. The
medical support program established by the bill would authorize
States to require that medicaid recipients and applicants, as a condition
of eligibility, a their medical support or indemniflcation rights
to the State- The State would enter into cooperative arrangements to

secure the medical support. Localities securing collections on behalf of
the State and States securing collections on behalf of other States
would receive incentive payments of 15 percent of the amounts col-
lected.

The amendments made by this section would apply with respect to
medical assistance provided and assignments made for calendar quar-
ters beginning on or after January 1,1978.
Study and Reviewi of Medicare (aksim Prooeeaik (Section 19)

The committee bill directs the Comptroller General to conduct a
com prehensive study of the claims processmg system under medicare
for te purpose of determining what modifications should be made to
achieve more efficient claims administration.

Under medicare part A, groups or associations of providers can
nominate an organzation to serve as a fiscal intermediary between
the providers and the government. An individual member of an asso-
ciation or group of providers that has nominated one organization as
intermediary. may select some other organization if this is satisfactory
to the organization and HEW, or alternatively it may elect to deal
directly with the government. HEW may not enter into an agreement
with an organization unless it finds that such agreement is consistent
with efficient and effective administration. The Social Security Ad-
ministration selected 10 hospital-nominated organizations to serve
as intermediaries. These include the Blue Cross Association which
carries out its claims administration activities through 73 statewide
and local Blue Cross plans. Under medicare part j, the Secretary
contracts with carriers to perform claims processing activities. Car-
riers are selected to serve specied geographic areas. There are 4T
carriers, including 32 Blue Shield plans. Both intermediaries and cart
riers are reimbursed on a cost basis for carrying out their activities.

A reexamination of the administrative framework of the medicare
program in order to assess the need for possible modifications isdsrable.

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

The amendment made by this section would be effective upon enact-
ment. 6
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Abolition of Program Retnew Team. Under Mediare (Section 13)
The committee bill repeals the provisions in current law relating to

program review teams.
The Social Security Amendments of 1972 included a provision au-

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

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

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

The amendment made by this section would be effective upon
enactment.
Nomination of Intermediaries by Providers (Section 14)

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

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

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

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

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

of Fiscal Intermediarie (Section 15)
The committee bill would require a provider of services under the

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

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

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

The amendment made by this section would apply with respect to
agreements entered into or renewed on and after the date of enactment.
Pament for Durable Medioal Eqtpment (Section 16)

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

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

Reimbursement may be made on a lump-sum basis for purchased
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equipment that is relatively inexpensive, i.e, items for which thereasonable charge is $50 or less.
Where a benefticiary elects to rent equipment, medicare will continue

to reimburse him for 80 percent of his rental expenses as long as his
medical need for the equipment continues. A study conducted by GAO
'showed that rental payments under the pro ram for durable medical
.equipment require over an extended period of time frequently ex-
-ceedd by a substantial amount, the reasonable purchase price of the
-equipment. Moreover, beneficiaries were also overpaying for equip-

ment since they are liable for the 20-percent coinsurance amount.
The Social Security Amendments of 1972 added provisions to the

law to help avoid unreasonable expenses to the program and to bene-
Ificiaries resulting from prolonged rentals of equipment. These provi-
sions authorized the Seretary to experiment with alternative reim-
bursement mechanisms, including the use of lease-purchase arrange-
ments and lump-sum payments for purchased equipment where it
could be determined in advance that the use of the equipment would
be medically necessary for an extended period of time. Although the
Department has not conducted the extensive experimentation contem-
plated by the legislation, sufficient evidence is available to indicate
that changes in the reimbursement methods are needed to deal with the
long-standin problems arising under the durable medical equipment
provision of Eaw.

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

Second, the bill retains the provision in existing law which author-
uts the Secretary to waive the 20-percent coinsurance requirement
with respect to the purchase of used durable medical equipment when-
ever the purchase price is at least 25 percent less than the reasonable
charge for comparable new equipment.

The amendment made by this section would apply to durable medical
equipment purchase for rented on or after October 1, 1977.
Funding of State Medicaid Fraud Control Units (section 17)The committee bill authorizes 100 percent Federal matching in fiscal
year 1978, 90percent matching in fiscal year 1979, and. 75 percent
matching in fiscal year 1980 for the establishment and operation
of State medicaid raud control units. The bill also authorizes the
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Secretary.to conduct demonstration projects for the purpose of de-
veloping proved methods for the investigation and prosecution
of frauin the provision of health services under the Social Security
Act.

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

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

The committee has learned that a number of States are interested
in establishing or strengthening existing medicaid fraud and abuse
control units. it wished to encourage efforts similar to the New York
unit. However, in view of the fiscal constraints being experienced by
many of them, the current 50-pereent administrative matching rate
has not served as a sufficient incentive to the establishment or ex-
pansion of such units. The committee believes that a short-term in-
crease in the Federal matching rate will enable States to establish
effective investigative entities and expand e1st'.g efforts. After
these units have been operational for a few years, their recoveries from
prosecutions should begin to equal or exceed the cost of operation.
Therefore, under the bill, the increased matching rate would onily be
in effect for 3 years.

The committee bill therefore provides for 100 percent Federal
matching in fiscal year 1978, 90 percent in fiscal year 1979, and 75
percent in fiscal year' 1980 for the costs incurred in the establishment
and operation (including the training of personnel) of State fraud
control units meeting specified requirements, subject to a quarterly
limitation of the higher of $125,000 or one-quarter of 1 percent of total
medicaid expenditures in such State in the previous quarter.
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To be eligible for the increased matching rate, the State medicaidfraud control unit must be a single identifiable entity of State govern-
ment which the Secretary certifies (and annually recertifies) as meet-
ing specific requirements. Such entity must be a unit of the office of
the State Attorney General or of another department of State govern-
ment which has statewide prosecutorial authority (unless it is located
in a State where the State constitution prohibits prosecution by a
statewide authority, or an entity which is independent of the single
State agency or medicaid agency--if different-and has a close work-
ing relationship with the State attorney general's office; then, to receive
the higher matching, the unit must have procedures acceptable to the
Secretary of HEW to refer suspected criminal violations to the appro-
priate prosecuting authorities, and to assist with the prosecutions.
Any entity would be required to be separate and distinct from the
State medicaid agency (or single State agency). If the unit is not part
of the State attorney general's office, it must have a close working rela-
tionship with that office or other appropriate prosecuting authorities
in the State. Such relationship should include procedures for referral
of suspected criminal violations and assistance with prosecutions.

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

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

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

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

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

The amendment authorizing increased Federal matching payments
would apply with respect to calendar quarters beginning after Sep-
tember 30, 1977. The amendment authorizing demonstration projects
would be effective on enactment.
Report on Home Health and Other In-Home Servioe (Secotion 18)

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

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

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

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

The Secretary of Health, Education, and Welfare has been desig-
nated to conduct this study in view of the extensive information
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gatered by the Depeatment during recent regional hearings on homehealt care and the subsequent activity of the Department in analyz-
ing s information. The Secretary in to include in this report an
analysis of the impact of his recommendations on the demand for and
cost of services authorized under the programs and the method of
financing any recommended increase in the provision of such service&

The amendment made by this section would require the submission
of the report within 1 year of enactment.
Uniform Reporting Syateme for HwAk Serviee Faciie and Orga-

nisatim (85sec in19) -Mff
The bill would require the Secretary to establish for each of the

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

A persistent problem under the medicare and medicaid programs as
currently structured is the presence of variations in the information
contained in medicare and medicaid cost reports. Since it is generally
agreed that the existence of comparable cost and related data is essen-

r effective cost and poi analysis, the assessment of alternative
reimbursement nd, in certain situations. the identification
and control of fraud and abuse, the committee believes it is neces-
sary to correct the deficiencies in the present reporting system under
these programs.

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

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

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

(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 equip-
ment; and

(5) Discharge and bill data.
It is the committee's intent that the uniform report system for

each type of health service facility or organization prove for appro-
priate variation in the application of the system to different classes of
facilities or organic s within that type The Secretary would be
required to develop and establish uniform reporting Systems, after con-
sultation with inter fpat br hospitals, skilled nursing facili-
ties and intermediate care facilities within a year following enactment
of this legislation, and for other types of health service facilities and
orgnisatiems (such as home health agencies) within 2 years of
enactment

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

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

It is also the committee's intent that the Secretary should take into
account the unique organizational arrangement of health maintenance
organizations, and should make those adjustments he finds necessary
and appropriate to tailor the uniform reporting system to their par-
ticular situation, while maintaining the necessary comparability of
data.

Under the bill the Secretary would require all medicare and medic-
aid providers oi services to submit reports to the Secretary of the
aforementioned cost-related information in accordance with the uni-
form reporting system. For hospitals, skilled nursing facilities, and'
intermediate care facilities these uniform reports would be required
beginning with their first fiscal year that begins more than ( mo6utls
after the reporting system has been promulgated by the Secretary. For
all types of health service facilities or organizations, the report-
ing requirement will only be implemented at such time (after such
systems are promulated for these institutions) as the Secretary deems
to be most productive. After establishing the uniform systems of re-
porting, the bill requires the Secretary to monitor their operation, as-
sist with support demonstrations and evaluations of the effectiveness
and cost of t e operation of such systems, encourage State adoption of
such systems and periodically revise the system to improve their ef-
fectiveness and diminish their cost.

Under the bill the Secretary would be required to provide such
information obtained through use of the unfrorm reporting system
as may be deemed necessary by him to assist health systems agencies
and State health planning and development agencies in carrying out

such agencies' functions.
The Secretary would prescribe a chart of accounts to be used by

hospitals to help to achieve the needed uniformity of reporting. The
chart of accounts would be designed for this limited purpose so that
its application should not prove unduly onerous.
mo4Ctaion of RequirementM for State Medicaid Utilization Control

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

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

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

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

(1) The physician certifies at the time of admission and recerti-
flea every 60 days that the patient requires inpatient institutional
services.

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

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

(4) The State has a program of independent medical review
for SNF's, TCF's, and mental hospitals whereby the professional
management of each case is subject to independent annual review.
The section further requires the Secretary to conduct sample
onsite siirvey. of inatittions a. part of his validation procedures.

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

On June 8. 1977. HEW announced that it would reduce July 1977
medicaid payments to 20 States by a total of S142 million (actual
ainplication of these announced reductions was delayed by Public Law
95-459 until October 1977). These reductions were to take effect because
the States tailed, during the first quarter of 1977, to conduct annual
medical reviews of patients in long-term care facilitie& The Denart-
ment further announced that it had under review the potential disal-
lowance of $378 million of fiscal year 1975 funds for failure to have
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ment& The conunittee is encouraged that the Department has begun
to aggressively implement the congressional mandate. However, in
view of past inaction on the part of HEW, it feels that the sudden
reduction in Federal funds for past years activities could have a severe
and unanticipated impact on affected State medicaid programs. Fur-
ther, Congress intended this program to be an incentives program to
be validated on a current basis by HEW. This section is intended to
bring this validation process into timely synchronization with State
showings.

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

The committee believes that imposition of the full reduction in such
cases would be unduly severe. The bill therefore modifies the existing
language to assure that the reduction will be assessed in proportion
to the population whose care was not subject to the required review.

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

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

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

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

The amendment would be effective with respect to calendar quarters
beginning on and after October 1, 1977.
Protection of Patient Fun& (Section £1)

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

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

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

The amendment would be effective on the first day of the first calen-
dar quarter which begins more than 6 months after the date of
enactment.
Provisim for Fleaible Grace Period (Section 22)

The committee bill modifies present law provisions pertaining to
payment for institutional services after a PSRO ha determinedtiat
-such -servces are no longer required.

Under present law hospital and skilled nursing facility patients
.who are determined to need no further care in the institution are
.allowed an additional 3 days of benefits to give them time to arrange
for their j*tdis trge care. It has come to the committee's attention
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that the mandated 3-day grace period has sometimes undermined the
effectiveness of the P8110 review effort by unnecessarily delaying
discharge Therefore, the committee's bill would reduce the 8-day
period to 1-day where a PSRO is undertaking the review, and permit
the PSRO to authorize up to 2 additional days on a case-by-case
exception basis where the facts in the case indicate that the additional
time is needed to arrange for the necessary postdischargo care.

The amendment would be effective upon enactment.
Prosecution of Civil Fraud by Inspector General (Sertkon 93)

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

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

This authority to jrosecute is residual. It is intended, primarily,
to deal with those situations where appropriate fr~ud prosecutions
are not undertaken because of workload considerations or 1#c'k of
expertise.

The amendment would be effective upon enactment.
Utilization Reviow Demonstration Projet.8 (Section g4)

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

During consideration of the bill, questions were raised concerning
the comparative impact of PSRO review versus that of existing State
onsite hospital review systems; Accordingly. the committee bill author-
izes the Secretary -to provide for the establishment of demonstration
projects in States which had operating onsite State evaluation systems
in place on Auf 5, 1977, and which make application to the Secre-
tary prior to May 1, 1978. The purpose of the projects will be to
evaluate the effectiveness, both in terms of the quality and appropriate-
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ness of medical care as well as the impact on State budgts, of PSRO
hospital review compared to alternative State hospital review systems.
Demonstration projects shall be conducted in PSRO areas which are
representative of a State's medicaid population and comprise a sig-
nifiant proportion of medicaid patient days. Services provided to
medicare patients project areas will be subject to PSRO review.

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

The committee bill provides that an approved demonstration proj-
ect shall ordinarily run for 2 years following acceptance of the study
design by the Secretary. The committee expects that any demonstra-
tion projects conducted under this authority shall run concurrently.
The bill requires the Secretary to submit to the Senate Committee on
Finance and the House Committees on Ways and Means and Interstate
and Foreign Commerce an interim report at the end of the first full
year of operation. The Secretary is required to submit a final report
to these committees within 3 months of the completion of the demon-
stration projects. The reports shall contain the findings of the inde-
pendent organization selected to monitor the project together with
the Secretary's comments and recommendations. The committee bill
provides that review costs in demonstration areas shall be funded as
provided for under current law. Approved PSRO review costs will
be fully federally funded while review costs of State review programs
will be matched at the rate applicable for administrative costs under
State medicaid program. Both State review and PSRO decisions shall
be considered conclusive for purposes of payment for the group of
hospitals they are responsible for reviewing as part of the demonstra-
tion project. The Secretary may, however, suspend for good cause
either the State's or PSRO's conclusive determination authority. The
committee bill further requires that PSRO areas in a State partici-
pating in a demonstration project but which themselves are not part
of the project shall proceed to implement PSRO review requirements
in a timely fashion. The committee expects that in such areas, good-
faith efforts will be made to encourage the development and operation
of PSRO review systems.
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pc. meiit fe Cersan Hned. Service. Provided i Vetera.' Ad-
muwtrtiiiHoqpitde (Secton 96)

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

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

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

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

The amendment made by this section would be applicable in the
case of inpatient hospital services furnished on and after July 1,
1974.
Hospital Inseurance for Individuals, Age 60 Through 64, Who Are

EntilZed to Benefld Under Section 202 or Who are Spoue of
Individual. Entitled to Health Inaurawnce (Section 26)

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

The committee is concerned that many social security and railroad
retirement cash beneficiaries aged 60-84 and spouses aged 60-64 o
medicare beneficiaries find it difficult to obtain adequate private
health insurance at -a rate which they can afford. Frequently these
older persona,-retired workers, wives, husbands, widows, widowers,
mothers, parents, brothers aud ,ir, .for exampl--,have been deend-
ent for health insurance pr on on their- own group cotrage or
that of a related worker who is now retired or deceased. It is a difficult
task for such older persons to secure comparable protection at afford=
able cost when they are not connected with the labor force.

The bill theief*re includes a provision which would make medicare
protection (both part A and part B) available on an optional basis at
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cost to spouses aged 60-84 of medicare beneficiaries; others aged 60-64
who are entitled to retirement, wife's, husband's, widow's, widower's,
another's, or parent's, under social security and the railroad retirement
progmms; and disability beneficiaries aged 60-64 not otherwise eli-
gible for medicare because they have not been entitled to cash dis-
abil't benefits for 24 months, the availability of medicare protection
w= a~be limited to persons aged 60-64 because the committeep believes
that people under age 60 who are not disabled generally have rela-
tively little difficulty in obtaining private health insurance.

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

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

he bill would require, as the law now requires for making medicare
protection available to uninsured persons aged 66 and over, that in or-
der for persons to be eligible to enroll for hospital insurance they must
be enrolled for supplementary medical insurance. If a person termi-
nates his supplementary medical insurance, his hospital insurance cov-
erage under this provision would be automatically terminated effective
the same date as his supplementary medical insurance termination. The
committee believes that such a restriction is necessary to reduce the pos-
sibility of excessive utilization of the more expensive hospital insur-
ance coverage as might occur if an individual were enrolled for hos-
pital insurance (covering primarily institutional care) but not for
supplementary medical insurance (covering primarily outpatient
care).

Coverage would be initially available as of April 1,1978, to enrolled
eligible persons.
Treaftent of Profeional Standards Review Organit ion for Pur-

pow of Inernai Revenue Code (Setion 97)
The committee bill amends the Internal Revenue Code to specifically

include PSRO's as organizations eligible for section 501(c) (3) tax
status.

Current law does not specify the tax status for PSRO's. Since the
inception of the program, PSRO's have been engaged in a discssion
with the Internal Revenue Service concerning whether they should
be placed in a 501(c) (3) or a 501(c) (6) status. Both designations
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apply to tax-exempt nonprofit organizations. The 501(c) (8) status
is conferred on or ga tions engagsd in a totally public purpose, such
as a charitable, educational, religious, scientific or literary endeavor.
The 501 (c) (6) status is assigned to a corporation whose primary pur-
pose is to promote the common business/professional interests of its
members. F or practical purposes only 501 (c) (3) organizations are
permitted to receive grants from private foundations. Individuals
mi-king donations to these organizations may also be entitled to a tax
deduction. Further, a 501(c) (3) designation may also confer addi-
tional local benefits such as lower rents or lower local taxes.

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

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

The committee bill therefore amends the Internal Revenue Code to
specificall y1 include PSRO's as eligible for section 501 (c) (3) tax
status under the Code.

The amendment would be effective with respect to taxable years be-
ginning on or after January 1,1977.

III. CosTs or CAmY OuT ThE BILL

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

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

For obvious reasons, it is difficult to supply specific or even approxi-
mate dollar amounts of savings. It is crtmanly fair to say, ain as-
suming reasonable implementation, that cost-savings would far
outweigh any administrative expenses involved. Other mifaud and
abuse provimons are n gigible in t ns of added program costs and,in addition, are generally offset by cost savig provisions such as
improved payment procedures for durable medical equipment.
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In section 403 of the Congrs a Budget Act
of 197 4 tie Director of the Congmeinal Budt Offi' has submitted
the following m ent to th o:

CONUG SONAL BUDGOr OrwCZ,
U.S. CONMM,

Wasah4Wt D.C., &p nmhan W, 1977.
Hon. Rusum LoNe,
Ck irmea Committee &n Financ,
U.. Senate, Watkingtos, D.C.

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

The provisions in S. 143 are intended to clarify and extend current
statute in order to facilitate both State and Federal efforts to monitor
and control possible fraud and abue in the medicare and medicaid
programs. Thi is accomplished in the bill through the expansion both
of legislative powers and sanctions and of the collection and coordina-
tion of relevant information, as well as through the provision of in-
creased funding to the states to support such activities. Last, as a
means of further reducing costs, the b iits the Secretary of HEW
to require that necessary durable m cal equipment be purchased
rather than rented under medicare if it is determined that purchase
would be a less costly alternative.

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

Our review of the hill and the limited information available leads
us to conclude that costs and savings would essentially offset each other
during the first couple of years of implementation with some savings
accrued subsequently. This assessment is based upon the fact that the
early years would involve both the necessary startup costs and the time
to bing the various activities up to a level where their full cost savingsimpact would b6 seem.. :.

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

Sincerely, Aracu K. PRxmr, Dfrecbor.

IV. RmuuAbitny Im7Acr OF THE BiuL

In compliance with ph 5 of rule XXIX of'the Stind
Riles bf the Senate, the following is a statement of the regulatory
inpactof thebill..
'The prim.vry thrutbt the bill is to strengthen the capsbiliy of the

Government to detect, prosecute pd punish fraudUlent activities un-
der the %nedieare and tnedca~d pgrams.
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The bill focuses on six major areas: Increased disclosure of infor-
mation, strengthened penalty sanctions, improvements in the profes-
sional standards review program, administrative reform, and other
medicare and medicaid amendments.

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

Expanded disclosure requirements would apply to medicare pro-
riders and suppliers, of services, which include hospitals, skilled nurs-
ing facilities, home health agencies, independent clinical laboratories,
renal disease facilities, health maintenance organizations meeting the
requirements for participation in titles XVIII or XIX, and all entities
(other than individual practitioners or groups of practitioners) that
claim reimbursement for services provided under medicaid. the mater-
nal and child health program, and in the case of health-related enti-
ties, the social services program under title XX. In addition, the bill
would require medicare intermediaries and carriers and medicai(I fiscal
agents to disclose specified ownership information as a condition of
contract or agreement approval or renewal under titles XVIII and
XIX.

V. VoE OF CoMMinm. iN REPoTIN. riF BiLL

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

VI. CHANGES Ix ExIsrINo LAW

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

SOCIAL SzCURITY Acr, AS AMENDED

TITLE XI-GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW

PART A-GzRzAL PROVISIONS

DEFINITIONS

Sxc. 1101. (a) When used in this Act-
(1) The term "State", except where otherwise provided, includes

the District of Columbia and the Comxftonwealth of Puerto Rico, and
when used in titles IV, V. VII, XI, and XIX includes the Virgin
Islands and Guam. Such term when used in title V and in part B of
this title also includes American Samoa and the Trust Territory of the
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Pacific Islands. Such term when used in titles III, IX, and XII also
includes the Virgin Islands. In the case of Puerto Rico, the Virgin
Islands, and Guam, titles I, X, and XIV. and title XVI, (as in effect
without regard to the amendment made by section 301 of the Social
Security Amendments of 1972) shall continue to apply, and the term
"States" when used in such titles (but not in title XVI as in effect

to such amendment after December 31, 1973) includes Puerto
"ico, the Virgin Islands, and Guam.

(9) The term "shared health facility" means any arrangement
wrA) two or more health care practitioners practice their pro-

fiessios at a common physa location, ;
(B) such practitioners share (i) common wait'*g areas, ezam-

inng rooms, treatment rooms, or other space, (ii) the services of
supporting staff, or (iii) equipment;

(C) such practitioner. have a person (who may himself be a
practitioner)-

(i) who is in ch e of, controls, manages, or sutpervt;*,
substantial aspects of the arrangement or operation for the
deliaery of health or medical series at such common pitye'-
cal location, other then the direct furnishing of pro fessinmal
health, care services by the practitioners to tMer patients; or

(ii) who makes available to such practitioners the serve s,
of supporting staff who are not employees of such prarti-
tioners; afd

who is compensated in whole or in part, for the use of such com-
mon pysi l location or support servtces8 Prtain thereto, on
a basis related to amounts charged or co cted for the aervi, 8
rendered or ordered at suck location or on any basis clearly un-
related to the value of the services rovded bV the person; and

(D) at least one of such practitioners received Payments on
a fee-for-serice basis tnder titles V, XVI!!, andti IX in an
amount eaoeeding $5,00 for any one month during the preceding
I months, or in an aggregate amount exceeding $400) during
the preceding I months;

except that suck tertn does not inetsde a provider of services (as
defhned in section 1861(u) of this Act). a health maintenance orga-
ization (as defined in section 1301 of the Public Health Services Act),

a hospital cooperative shared sermoss organization meeting the re-
quiremwnts of section 501(e) of the Internal Rerenue Code of 1954.
or any public entity.

UNIFORM REPORTING SYSTBMH FOR HEALTH SERVICES FACILITIES
AND ORGANIZATIONS

Sc. 1121. (a) For the purposes of reporting the cost of services
provided by, of planning, and of measuring and compwing the #iF-

iemne of and effective use of senices in, hospitals, skilled fturing
facilities, intermediate care facilities, home heaU agencies, .haalth
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and organizations to which payment may be made under this Act, the
Secw~t"#&Wsal establish by regulation for e"ac suh type of health,
sertmee. -faWY or organization, a uniform system for the reporting
by a f= or organization of that type of th. following information:

(1) T.he aggregate coat of operation and the aggregate volume
of services.

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

3) Rates, by category of patient and class of purchaser.
4) Capital asts, as defined by the Secrotary, icluding (as

appropriate) capital fuind, debt service, lease agreed s used
it lieu of capital fund., and the value of land, facilities, and
cqtsipment.
(6) Discharge and bill data.

The uniform reporting system for a type of health services facility or
organisation shall pVide for appropriate variation in the application
of the system to different classes of facilitie or organizations within
that type and shall be established, to the extent practicable, consistent
oith the cooperative system for producing comparable and uniform
health information and statistics described in section 306(e) (1) of
the Publid Helth Service Act. However, ho.pitals shall employ the
chart of accounts, defnitions, principles, and statistics, presribed by
the Secretary, in enter to reach a uniform reoonuiliation of wFnval
and statistical data for specified uniform reports to be provided to the

(b) TU Secretary sh# -
(1) monitor the operation of the systems established tinder

subsection (a),;
( a) ostit ,ir;th and *P/)port demonstrtion and PramiWio.s

of the electiveness and cost of the operation of such systems and
encourage State adoption of such system ; and
(3) periodically revise such system. to improve their effertie-

ness and diminish their cost.
(c) The Secretary shall provide information obtained through use

Of the uniform reporting system described in subsection (a) in a
useful manner and format to appror'ate agencies and organizations.
including health system agencies designated under section 1515 of
the Public Health Service Act) and State health planning and devel-
opinent agenes e (designated under section 15231 of such Act) , as may
be necessary to carry out such agencis and organization' functions.

DISCOLOt-R OP OWERRHIP AND RELATED INFORMATION

&k.c. 1124. (a) (1) The Secretar shall by regu 'tion or by contract
Provisonyrowide that each disclosing entit (as defined in paragraph

(A) as a condition of the disclosing entity'. participation in,
or CertifAation or rwertifation under, any of the programs es-
tab;hed by ttiea V. .1'Il.X1X.andX.Yor

(B) as a condition for the approval or renewal of a contract
or agrement between the disclosing entity and the Secretary or
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the a : r' State agency under any *I the program e-8-
tabu*ed ider titles V9 XVII, XIX, and X,

supply the Secretary or the appropriate State agency with full and
complete znfortion as to the identity of each peron with an owner

shp or control interest (as defined in paragraph (3)) in the entity.
() As used in this section, the term "disclosing entity" means an

entity which is-
(A) a provider of services (as defined in section 1861 (u), other

than a fund), an independent clinical laboratory, or a renal disease
fa4iityY

(B) an entity (other than an individual pratitoner or group
of practitioners) that furnishes, or arranges for the furnthing
of, items or service witt respect to which payment may be claimed
by the entity under any plan or program established pursuant to
title V or under a State plan approved under title XIX;

(0) a carrier or other agency or organization that is actzng as a
fisal intermediar, or agent with respect to one or more providers
of services (for pposes ot part A or part B of title XVIII, or
both, or for purposes of a State plan apprmoed under title XIX)
pursuant to (i) an agreement under section 1816, (ifi) a contract
uner emotion 1849, or (iii) an agreement with a single State agency
ad*miitering or upervming the administration of a State plan
approved under title XIX:

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

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

(3) As used in this section, the term "person writh an mo'nership or
control interest" measz, with respect to an entity, a person who-

(A) (i) has directly or indirectly (as determined by the Secre-
tary in regulation) as ownership interest of 5 per centum or more
in the entity; or

(ii) is the oener (in whole or in part) of an interest of 5 per
centum or more in any mortgage, deed of trust, note, or other ob-
ligation secured (in whole or in part) by the entity or any of the4rct or assets therej.; or

( isan o/mcer or director of the entity, if the entity is or-
ganised as a corporation or

(C) is a partner in th entity, i the entity i8 organized a a
partnership.

(b) To the extent determined to be feasible under regulations of
the Secretar , a disc0o1ing entity shall also include in the ifMt i
supplied undersubsection (a) (1), with respect to each person with anownership or conftol interest in the entity, the name of any other dis-
closing eni with respect to which, the person is a person with an
ownership or control interest.

(c) A pro ider disclosing entity shall also include in the information
supplied under subsection (a) (1) full and complete information as to
the identity of each person. with an ownership or control interest in
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,any mleontractor (as de d by the Secretary in egtziOn) in
t hich the provider directly or indirectly, has a 6 per centum or more
ownerakip interest.

ISSUANCE OF SUBPOENA BY COMPTROLLER GENERAL

Sic. 1125. (a) For the purpose of any audit, investigation, e&rama-
ion, anal ysis, review, evaluation, or other unction authorized b law
cwith respect to any program authorized under this Act, the Comp-

troller General of the United States shall have power to sign and issue

Mbpe nas to any person requiring the production of any pertinent
books, records, documents, or other information. Subpena.i so issued by
the Comtroler General shall be sered by anyone authorized by him
(1) by delivering a copy thereof to the person ,wamed therein, or (2)
by registered mail or by certified mal adesed to such person at his
oast dwelling place or principal place of business. A verified return by

the person so serving the subpena setting forth the manner of service,
or, in the case of service by registered mad or by certified mall, the re-
tui t office receipt therefore signed by the person so served, shall be
proo olf serve.

(b) In case of contumacy by, or refusal to obey a mubpena issued
pursuant to nubsection (a) of this section and duly served upon, any
person, any district court of the United States for the judial district
in which such person charged 7,,th contumacy or refusal to obey is
found or resides or transacts busMess, 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 tnf ormotion
sought by the subpena; and any failure to obey such order of the court
may be pushed by the. court as a contempt thereof. In proceedings
brought under this subsection, the Comp trofler General shall be repre-
sented by attorneys employed in the General Accounting Offlce or by
counsel whom he may employ without regard to the provisions of title
5, United States Code, governing appointments in the cotnpetitive
.W1r,'ice, and the provsions of chapter ,51 and subehapters III and VI
of chapter 53 of such title relating to classification and General Sched-
tile pay rates.

DISCLOSURR BY INMTITUTIONH, ORGANIZATIONS, AND AGENCIRS OF OWNER
AND CERTAIN OTHER INDIVIDUALS WHO HAVE BEEN CONVICTED OF
CERTAIN OFFENSE S

Sic. 1126. (a) As a condition of participation in or certiflation or
recertifcation under the programs established by titles XVIII, XIX,
,and XX, any hospital, nursing facility, or other institution, organiza-
tion, or agengshall be required to disclose to the Secretary or to the
appropriate te agency the name of any person who-

(1) has a direct or indirect ownership or oontrol 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, orqanization, or agency, and

(2) has been convicted (on or after the date of the enactment of
this section, or within such period prior to that date as the Secre-
tary sha7l specify in regulations) of a criminal offense related to
the involvement of such person in any of such programs.
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The Seetary or the appropriate State agency shall p1ty notify
the Im.p. ctor General in~ the Department of ilealtk& Educatiot, and
Welfare of the receipt from any institution, organization, or agency
of any application or request for such participation, certificati^on, or
recertifcation which discloses the ncme of any such person, atd shall
notif / the Inspector General of the action taken with respect to such
appiwation or request.

(b) For the purposes of tMis section, the term "managing employee*"
eam, with respect to an institution, orgaeization, or agency, an ndi-

vidual, including a general manager, business manager, administrator,
and director, who exercises operational or managerial control over tle
ina~utition, organition, or agency, or who directly or indirectly con-
duct, the day-to-day operation. of the intitution, organization, or
agency. PART B-PROFESIONAL STANDARDS REVIEW

* * * * S • •

DESIGNATION Or PROFESSIONAL STANDARD REVIEW ORGANIZATIONS

Sac. 1152. (a) * * *
(b) For purposes of subsection (a), the term "qualified organiza-

tion' means-
(1) when used in connection with any area-

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

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan which shall be de-
veloped and submitted [to him] by the association, agency, or
organization in accordance with subsection (h) (as well as on the
basis of other relevant d~ta and information). finds to be willing
to perform and capable of performing. in an effective, timely. an(1
objective manner and at reasonable cost, the duties, functions,
and activities of a Professional Standards Review Organization
required by or pursuant to this part.

* * * * * *



55

[(e) In order to avoid duplication of fumctions and unnecessary
review and control activities, the Secretary is authorized to waive any
or all of the review, certification, or similar activities otherwise re-
tqired under or pursuant to any provision of this Act (other than

is part) where he finds, on the basis of substantial evidence of the
effective performance of review and control activities by Professional
Standards Review Organisations, that the review, certification, and
Fimilar activities otherwise so required are not needed for the pro-
vision of adequate review and control.]

(e) Where the Secretary finds a Psrofesional Standard Re-vim
Oraon (whether designated on a conditional basis or other-
wise) to be competent to perform review responsiilities, the review,
certi t and similar activities otherwise required pluanb to
provisions of this Act (other than this par) Mali not be applil
with reapeot to those .rovider, suppliers, and prtiioners being
review y such Professional tndard8 Review Organisation ex-
cept to the extent pmfld by the Seoetary. Nothing in the preoeding
8entetne shall be construed as rendering inapplicable any provision
of this Act wherein reqv'rement8 with respect to condition for eli-
gibility to or pa'ment of benefits (as distinct from reviews and cer-
tifleatwone made with respect to determinations of the kind made pur-
sant to paragraphs (1) and (9R) of section 1155(a) ) must be satisfied.

(A) (1) During the development and preparation by an organiza-
tion ofis formal plan under subsection (b) (f)or of any modification
of such plan to include review of services n skilled nuring facilities
(as defied in section 1861(j)) or intermediate care facilities (as de-
fined in section 1905(c)) or review of ambulatory care service, the
organization shall consult with the single State ag responsible for
adinistering or oupemising the administration th State plan ap-
poved under title XIX for the State in which the organization is

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

(3) The &eoreary, before making the findings described in tsbsec-
tion (b) (9) or a finding regarding the organization's capability to per-
form review of such services (as the case may be), shall consider any
such c mmenzns submitted to him by such Governor before the end of
the thirty-day period beg ing on the date of submission of the plan
or of any suck modifwation (as the case may be).

(4) If, after cndengsuch. comments, the Secretary intends to
make ndngs which are erase to such comments, the Secretarydshal
provide the Governor making such com'mewns with the o1pport W~ to
submit additional evidence and cm nt on such intended flo#dnge
during a period of not less than thirty days ending before the findings
become effective.

TRIAL PERIOD FOR PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

SEC. 1154. (a) * * *
(b) During any such trial period (which may not exceed [243 48
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months except as proided in subsection (c)), the Secretary may re-
quire a Professional Standards Review Organization to perform, in
addition to review of health care service pro by or in institu-
tion, only such of the duties and functions required under this part
of Professional Standards Review Organization as he determines such
organization to be capable of performing. The number and type of
such duties shall, during the trial period, be progressively increased
as the organization becomes capable of added responsibility so that,
by the end of such period, such organization shall be considered a
qualified organization only if the Secretary finds that it is substantially
carrying out in a satisfactory manner, the activities and functions re-
quired of Professional Standards Review Organizations under this
part with respect to the review of health care services provided or
ordered by physicians and other practitioners and institutional and
other health care facilities, agencies, and organizations. Any of such
duties and functions not performed by such organization during such
period shall be performed in the manner and to the extent otherwise
provided for under law.

(c) If the Secretary finds that an organization designated under
subsection (a) has been unable to perform satisfactorily all of the
dut;e 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)] (d) Any agreement under which any organization is condi-
tionally designated as the Professional Standards Review Organiza-
tion for any area may he terminated by such organization upon .90
days notice to the Secretary or by the Secretary upon 90 days notice
to such organization.

(e) In determining whether an organization designated on a condi-
tional basis as the Professional Standards Review Orqaniation for
any area is substantially carrying out its duties in a satisfactory man-
-er and should, be conmdered a qualified orqanizaf;on. the Secretary
shall follow the procedures specified in section 1152(h) (concerning
the Secretary's considerition of comrnents of the Governor of the
State in which the organization is located).

DUTIES AND FUNCTIONS OF PROFESSIONAL STAN-DARDS REVrEW

ORGANIC ZATIONS

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

(A) such services and items are or were medically nece.vary;
(B) the quality of such services meets professionally recog-

nized standards of health care; and
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(C) in case such services and items are proposed to be pro-
vided in a hospital or other health care facility on an inpatient
basis, such services and items could, consistent with the provision
of appropriate medical care, be effectively provided on an out-
patient basis or more economically in an inpatient health care
facility of a different type.

(5) Physicians assigned responsibility for the review of hospital
care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro-
fessional Standards Review Organization. [and (except as may be
otherwise provided under subsection (e) (1? of this section) such phy-
sician ordiarily should not be responsible for, but may participate
in the review of care and services provided in any hospital in which
such physicians have active staff privileges]

(6) No physician shall be permitted to review-
(A) health care services provided to a patient if he was di-

rectly [or rectlectly involved in] responsible for providing such
services, or

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

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

(7) A Pro fe1ional Standards Review Organization located in a
State has the futnwtion and duty to assume reqponsibility for the review
under paragraph (1) of professional acthities in intermediate care
facilities (a defined in section 1905(o)) and in public institutions for
the mentaly retarded (described in section 1905(d) (1)) only if the
Secretary finds, on the basi, of suc documentation as8 he may require
from the State, that the single State agenow. which administers or
atspervites the administration of the State plan approved under title
XIX for that State is not performing effeet'ie review of the quality
and necessity of health care serVicms provided in such facilities and
institutions, except that the provisions of this paraqraph shall not ap-
ply with respect to an intermediate care facility. which is also a skilled
Mwing facility (as defined in section 1861 ().

(e) (1) Each Professional Standards Review Organization shall
utilize the services of, and accept the findings of, the review com-
mittees of a hospital includingq any skilled muorshw facility. as de-
fined in tertion 1861( (), or intermediate core fawnity, as defined in
section 1.905(c), ieh. is also a part of such hospital) or other operat-
ing health care facility or orgnization (other than a skilled noursinq
facility which is -not a part of a hospital) located in the area served
by such organization, but only when and only to the extent and only
for such time that .nuch committees in mch hospital or other operat-
ing health care facility or organization have demonstrated to the sat-
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isfaction of such organization their capacity effectively and in timely
fashion to review activities in such hospital or other operating health
care facility or organization (including the medical necessity of ad-
miNsionM, types and extent of services ordered, and lengths of stay) so
as to aid in accomplishing the purposes and responsibilities described
in subsection (a) (1), except where the Secretary disapproves, for good
cause, such acceptance.

SS S S

f) (1)
2) Any such agreement with an organization under this part shall

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

(3) A such agreement with an organieation under this part may
be in the form of a grant or an assistant agreement.

(g) Notwithstanding any other provision of this part, the respon-
sibility for review of health care services of any Professional Stand-
ards Review Organization shall be the review of health care serv-
ices provided by or in institutions, unless such Organization shall
have made a request to the Secretary that it be charged with the duty
and function of reviewing other health care services and the Secretary
shall have approved such request.2

(q).() Where a Profeosiona Sta rds Review Organiation
(JKheth deinated on a conditional basis or otherwise) request re-
view respoaility with mspect to servioes furnished in shared health
facilities, the Seer"y wast give prorit to zwh request, with the
highest priority be ng wsgne to requsts from, orga ions located
in areas with substantial numbers of shared haoilitis.

(9) The Secret shall require any Professional Standmxid Review
Organi&0 n wh i, is capabe of exerei ing review reponaitV with
respect to ambulatory care series to perform review reponibility
with respect to such services on and after a date not later than two
years after the date the organization, a been d" as a Pro-
fessiomd. Standards Re iew Organi'sation (other t an under section
1154), but any such designated Professional Standar&ds Review Or-
ganization ma. be apprimed to perform sckreview rponsbility
at any earlier time if suck organization applied for, and w fimnd ca-
pable of exerckiung, sumc responsibility. However, Me Secretary may
Mot requie "uCA a ransat ion to perlorm, sch review reepenes-
billy prir to the date the or i dsi t as a Professional
tandaws Rev~iew oOrgaaieation (other than under section 1164).

SuImssio-N or RPOMrs BY PROFESSIONAL STAXARDs Rzvmw
ORGANIZATION

SEC. 1157. If, in discharging its duties and functions under this part,
any Profesional StandardsReview OrUanization determines that any
health care practitioner or any hospital, or other health care facility,
agency, or organization has violet any of the obligations imposed by
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Section 1160, such organization shall report the matter to the Statewide
Professional Standards Review Council for the State in which such
Organization is located together with the recommendations of such
Organization as to the action which should be taken with respect to
the matter. Any Statewide Professional Standards Review Council
receiving any such report and recommendation shall review the same
and promptly transmit such report and recommendation to the Sec-
retary together with any additional comments or recommendations
thereon as it deems appropriate. [The Secretary may utilize a Pro-
fessional Standards Review Organzation, in lieu of a program review
team as specified in sections 1862 and 1866, for purposes of subpara-
graph (C) of section 18&2(d) (1) and subparagraph (F) of section
1866 (b) (2).]

R_ QuiREtE.'r OF RzVIEW APPROVAL AS CONDITION OF PAYMENT OF

CLAIMS

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

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

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

(e) Where a Professional Standards Review Organization (whether
designated on a conditional basis or otherwise) Aas been found corn-
petent by the Secretary to assume review responsibility with respect
to 8pecific types of health care services or specifed providers or prac-
titioners of such services and is performing such reviews, determina-

timis made pursuant to paragraphs (1) and (2) of section 1155(a) in
connection with such reviews shall constitute the conclusive determzima-
tion on those issues (subject to sections 1159, 1171 (a) (1) nad
11.71(d) (3) ) for purposes of payment under this Art, and no reviews
with mpect to those detrnt4titwns shall be condted, for purposes
of payment, by agencies and organi ations which are parties to agree-
ments entered into by thw Secretary pursue# to section 1816, carriers

hick are parties to contrats entered into by the Secretary pursuant
to section 1845, or single State agencies admieterig orte"eriuin
the a&nistration of State plan. approved under title XIX.

(d) In any case in which a Professional Standards Review Orga-
nization disapproves (under subsection (a)) of inpatient hospital serv-
ices or post-hospital extended care servwee, payment may be made for
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such serylpbes furnished before the second day after the day on which
the provider received notice of such disapprmi, or, if smch organiza-
tion determine* that more time ig required in order to arrange post-
discharge care, paymnt may be made for such seri4ee furnihed be-
fore the fourth day after the day on which the provider received notice
of mch disapproval.

OBLIGATIONS or rIrTEALTY! CARE PRACTPTIONEJS AND PROVMIERS OF HEALTh
CARR SERVICES ; SANCTIONS AND PENALTIES; HEARINGS AND REVIEW

Sic. 1160. (a)(1) * * *
* S * S * S . S

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

(A) by failing, in a substantial number of cases, substantially
to comply with any obligation imposed on him under subsection
(a), or

(B) by grossly and flagrantly violating any such obligation in
one or more instances,

demonstrated an unwillingness or a lack of ability substantially to
comply with such obligations, he (in addition to any other sanction
provided under law) may exclude (permanently or for such period as
the Secretary may prescribe) such [practitioner or provider] health
care practitioner or hospital, or other health care facility, agency, or
organ" at ion from eligibility to provide such services on a reimburs-
able basis.

NATIONAL PROFESSIONAL STANDARDS REVIEW COUNCIL

Swue. 1163. (a) (1) There shall be established a National Profes-
sional Standards Review Council (hereinafter in this section referred
to as the "Council") which shall consist of eleven physicians, not
otherwise in the employ of the United States, appointed by the Secre-
tary without rega rd to the provisions of title 5. United States Code,
governing appointments in the com petitive service.

(2) Members of the Council shall be appointed for a term of three
years [and shall be eligible for reappointment], eweept that of the
members appointed in 1977, four shal be appointed for a term of only



61

two years, and three for a term of only one year. Member$ of the Coun-
cil shall be eligible for rWppomntment.

* * * * * * *I

[(f) The National Professional Standards Review Council shall
from time to time, but not less often than annually, submit to the
Secretary and to the Congress a report on its activities and shall in-
clude in such report the fndings of its studies and investigations to-
gether with any recommendations it may have with respect to the
more effective accomplishment of the purposes and objectives of this
part. Such report shall also contain comparative data indicating the
results of review activities, conducted pursuant to this part, in each
State and in each of the various areas thereof.]

PROHIBITION AGAINST DISCLOSURE OF INFORMATION

SEC. 1166. (a) Any data or information acquired by any Profes-
sional Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to any person except (1) to the extent that may be necessary to carry
out the purposes of this part [or (2)], (2) in such cases and under
such circumstances as the Secretary shall by regulations provide to
assure adequate protection of the rights and interests op patients,
health care practitioners, or providers of health care, or (3) in accord-
ante with asubection (b).

(b) .A Professinal Standards Rcriw Organization shall provide,
in accordance with procedures established by the Secretary, data and
information-

(1) to asxsit Federal and State agencies recognized by the Sec-
retary as having responsibility for identifying and investigating
cases or patterns of fraud or ab use, which data and information
shall be provided by such Organization to such agencies at the
request of 8ueh agencies at the discretion of such Organization
on the bawis of its f$nding8 with respect to evidence of fraud or
abuse;

(2) to as8st the Secretary, and such Federal and State agencies
recognized by the Secretary as having health planning or related

responsibility under Federal or State law (including health sys-
tems agencies and State health planning and development agen-
cies), in carrying out appropriate health care planning and related
activities, whwih data and information shall be provided in such
format and manner as may be preseried by the Secretary or
agreed upon by the responsible Federal and State agencies and
such Organization, and shall be in the form of aggregate statis-
tical data (without identifying any indindual) on a geographic,
institutional, or other basi8 reflecting the volume and frequency
of services fu'iehed, as well as the demographic characteristic
of the population subject to review by such Organization.

The peInalty .roided in subsection (c) shIll not apply to the disclo-
u re of an, data and iinformtion received under this subsection, ex-

cept that such penalty ska l apply to the disclosure (by the agency re-
oeiving such data and information) of any such data and information
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described in paragmph (1) unlep such disclosure is made in a judicial.
administrative, or other formal legal prooeding routing from an
investigation, conducted by the agency remving the data and in/or-
matWn and

(5) by inserting after subsection (c) (as so redesigned) the
ou mmg new subsection:
)N tent record in the possession of a Profesional StandardR

ReveOWrg a a Statewide Professional Standard Review
Council, or the National Professional Standards Review Counci shall
be subject to subpena or discovery proceedings in a civil action

LIMITATION ON LIABILITY oR PERSONS PROVIDING INFORMATION, ANT)
FOR MEMBERS AND EMPLOYEES OF PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS AND STATEWIDE PROFESSIONAL STANDARDS REVIEW
OovNIL6, AND FOR HEALTH CARE PRACTITIONERS AND PROVIDERS

Szc. 1167. (a) Notwithstanding any other provision of law, no ler-
son providing information to an Professional Standards Review
Organization or to any Statei Professional Standards Review'
Coinil, shall be held, by reason of having provided suh information.
to have violated any criminal law, or to be civilly liable under any law.
of the United States or of any State (or political subdivision thereof)
unless-

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

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

(b) (1) No individual who, as a member or employee of any Pro-
fessional Standards Review Orgnization or of any Statewide Profes-
&ional Standards Review Cowwil or who furnishes professional counsel
or services to such organization or coutci, shall be held by reason of
the performance by him of any duty, function, or activity authorized
or required of Professional Standards Review Or izations or of
Statewide Professional Standardt Review Council under this part.
to have violated any criminal law, (or to be civilly liable under any
law, of the United States or of any State (or political subdivision
thereof) provided he has exercised due care.

(2) The provisions of paragraph (1) shall not apply with respect
to any action taken by any ifidividual if such indivIdual, in taking
such action, was motivated by malice toward any person affected by
such action.

(di) -The Secrery shall make paymeWi to a Pro fessional Standard*
Review Organdaation, whether condUionally designated or guiali)ed,
or to any member or employee thereof, or to any person who h mhes
legal coeumel or services to such organiaation, in an amount equa to
the reasonable amount of the arpemeswinmcrred. as detemndb th
Secretary . iin conmetion with the defame of any ut. aoto or pro-
ceeding bAwgkt against such organization, member., or eM ye re-
late o he perforane of any duty or fi tion of such orgaeisafion
member, or employee (as described in ction 1166).
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AUTHORIZATION rOR USE OF CERTAIN FUNDS TO ADMINISTER THE

PROVISIONS OF THIS PART

S. 1168. Expenses incurred in the administration of this part
shall be payable from-

a funds in the Federal Hospital Insurance Trust Fund;
b funds in the Federal Supplementary Medical Insurance

Trust Fund; and
(c) funds appropriated to carry out the health care provisions

of the several ties of this Act:
in such amounts from each of the sources of hinds (referred to in sub-
sections (a), (b), and (c)) as the Secretary shall deem to be fair and
equitable after taking into consideration the costs attributable to the
administration of this part with respect to each of such plans and
programs. The Scretary shall make such transfers of moneys between
the funds, referred to in clauses (a), (b) and (c) of the preceding
sentence, as may be appropriate to settle accounts between them in
cases where expenses properly payable from the funds described in
one such clause have been paid from funds described in another of
such clauses. The Secretary shall make payments to Professional
Standards Review Organiatiom (whether desirnated on a condi-
tionu2 basis or otherwise) from funds described tn the frst sentence
of this section (without any re ii nt for the contribution of funds
by any State or political xubdivsion thereof) for expenses incurred
in the performoce of duties by such Organizations.

M1EMORANDUMS OF UNDERSTANDING; FEDERAL-STATE RELATIONS
GENERALLY

Src. 1171. (a) (1) Except as provided in paragrah (B), n o deter-
mination made y a Professional Standards Review Organiawion
Puruant to pararp. (1) and (B) of section 1155 (a) in connection
with reviews saU oonstifte oowhaive determnation under section
1158 (c) for purposes of payment under title XIX, unless suck orgam-
zat ion ha, entered int a memnorandlum of undertaad.,w, approved by
the SecretarY, with the single State agency reeponib for admninie-

mewe or superviing the administration of the St ate pm provedunder title XIX for the State in which the oroenisation is located
(hereitwfUr in thissection referred to as the "State ageny") for the
purpose of deliotng the relationship between the orgi and
the State age"wy and of providing for the eco. uge of ,data or infor-
m7ation-, adminisftrative Prooeduw, coordination amhnus and mod-
iwcatwn of the memorandum at a time that additional responsibility
for review by the organization, is authorized by the Secretary.

(B The requirement of paragraph (1) ma be wied by th Sec-
retary. if (A) the State agency idicat to tfw gftmr a it does
not week to enter into a Tmmrmap~nd e drstaadin with the or-
qanimtion involved, or (B) the Beerstary finds that the State gen
has refused to negotiate in good faith or in a ti*wiy maewwr with the
organization involve.
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(b) (1) The, State agency may request a Pro fessional Standard
Reiew Oriqanization which is entering into suh a memorandum of
understanding with the agency to include in the memorandum a spec-
ifeation of review goals or methods (additional to anty such goals or
methods contained in the organization's jorimtd plan) for the perform-
ance of the organization's duties and functions under this part.

(B) If the agency and the organization cannot reach agreement re-
garding the inclusion of any such requested specification, the Secre-
tary shall review such speeoilcation and shall require that the specifwa-
tion be included in the memorandum if the Secretary determines that
such specification of goals or methods (A) is consistent with the fww-
tion. of the organiation under this part and with the provisions of
title XIX and the State's pbtn approved uwder such title, and (B)
does not seriously impact on the effectiveness and tnifomty of the
organization's reriew of health care services paid for under title
XVIII and title XL of this Act.

(c) Notwithstanding any other provision of this Act, the Stale
,agency may contract writh any Pro fesional Standards Review Orgcmi-
eation located in the State for the performance of review responsibil;-
ties in addition to those performed pursuant to this part (and the cost
of performance of such additional reponsibilities .a reim~bursable as8
.an expense of the State agency under section 1.903(a) ) if-

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

(2) the performance of such additional responsibilities is not in-
esstent w;th this part and is provided for ,n an amendment to
the State's plan which is approved by the Secretary under title
XIX.

(d) (1) Each ,State agency may mon;tor the performance of review
.responibilities by Profewsional Standards Review Organizations lo-
cated within the State, in accordance with a State motoring plan
whiek is developed after review and comment by mwh organizations
and is approved by the Secretary. The costs of activities of the State
agency under and in accordance tiith such plan are reimbursable as
an expense of the State agency under section 1903(a).

(2) A mtitoring plan developed and appro,.cd under paragraph
(1) may include a specifcation of performance criteriafor *udgi the

effectivenesss of the review perfornance of the Professional Standards
Review Organizations. If the , 1 tate agency, and the Professional Stand-
ards Reviete Organizatov.s can not reach agreement regarding such
criteria, the Secretary shall assist the agency and organizations in re-
solving the matters in dispute.

(3) (A) Whenever a State agency monitoring the performance of
review, responsibilities by a Professional Standards Review Organiza-
tion under a plan developed and apprmed under paragraph (1) sub-
mits to the Secret reasonable documentation that the review deter-
miations of such organization have caused an unreasonable and
detrimental intpact on total State expenditures under title XIX and
on the quality of care received by individuaU under the State's plan
.approved under such title, and requests the Secretary to act, the See-
retary shall, within thirty days from the date of receipt of the docu-
mentation, make a determination as to the reasonableness of the all. ga-
.tion by the State agency. If the Secretary determines that the review
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determinations of such orguetiation have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and
on the quality of care received by individuals under the State's plan
ap rovdid r s ac tit, he may immediately s pe s oda -

t;on's authority in whols or in part under section 1158(e) to make
coclusive determination for purposes of payment under title XIX
(and he may impend such aWthority for purpose of payment tnder
title XVIII) pending a reevaluation of such organtiation'a perform-
moe of the responsibilities involved and any appropriate action the
,'eeetary ma take a a result of suwh reevaluation. Any suck action
taken by the Secretary shall be flnal and shall not be subject to judicial

view.
(B) The Secetamr shall notify the State afqety submitting such

documentation, and the organization involved, i~n writing, of his deter-
miwo, any aubeegwent action taken, and the basit thereof, and shall
noify the approprste commnittees of the United States House of Rep-
resentatives and the Senate of any such documentation submitted and
the actions taken.

(a) (1) The Secretary shall in a timely manner establish procedures
and Mee to govern h rel 'tonhips with State ageee under
this part (specifically including his relationships with such agencies
in connection with their respective fuwtions under the preeding
provisons of this section). tuck mechanisms shall include periodic
consultation by the Secretary with State agency representatives and
repreentatioes of Professional Standards Review Organizations
rogwi0044ng reat0nships between such agencies and such organizations
includingg the a r ae exchange of data and information between
swk agencies and t/ organiations) and other problem of mutual
concern, and such procedures shall permit the State agency to be
represented on any project assesments conducted by the Secretary
with respect to a Professional Standards Review Organization located
within its State.

0(f) Each Professional Standards Review Organization shall pro-
vide to the State agency for the State in which it is located, upon
requet, data or information which the Secretary requ is such orgazn-
zations to report to him routinely on a periodic bas, and such other
data or information as the Secretary authorizes to be disclosed.

ANNUAL REPORTS

Se. 1172. The Secretary shall submit to the Congress not later
than April 1,1978, and not later than April 1 of each year thereafter,
a /uE. and complete report on the ad..-nistration, impact, and cos8t
of th program under this part during the preceding fucal year,
including data nd information on-

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

(2) the number of health care imstitution and practitioners
whose steraciea are subject to review by Prof"asion.l Standards
.Review Organizatio, and the number of beneficaries and recip-
ients who received services subject to such review during such
year;
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for violations of law and or failure to comply wth thA e ab~iga-
ticma i 4 os thit part;

(4) he ow osts invwedunader titlsV, XI, XVIII andXIX of this Act in the implmWWntation and operation of d pro-c of rq rAd by such titles for the review of serviois to de-

tewrmib tfit medical neceet, approprkiaten of use, 'and
qualit y;

(6) changes i utization rate. and patterm, and cAueao" in
medwad procedures and practice, attrbtable to the tahiue
of Profenal S dar Review Orgiisatiowj

(6) the results of proram evaluation activitis, iwlud;Mg th
operation of data correction .ytem. and the status of Proesa. wl
Stcaerdi Rev ie i Organisation data poUc and im7 W .

(7) the extent to tlh Proto &awdarie Review Orgami-
satione are performing reviews of s ime for other govermnta
or Private heltA " .mwamee pragim; and

(8) recommendat io for legislative changes.

JJrIP)CA, OFFICERS IN A MXRIC.4N 8.4 MOA, THE YORTHERY MARIANA ISLAXI.
A'D THE TRUST TERRITORY OF THE PACeric IRLAYDS TO BE INCLUDED IN
THE PROPEWIONAL STANDARDS RErIEW PROGRAM

&Sc. 1173. For p os7 o of applying this art (woept section

1155(c) and 1163) to AmericanSamoa , It XSot rnt Mariana tlumd,
and the Trust Territ of the Pacifw Islands, individea. licensed
to practice medicine in those places shaU be considered to be pA ysi-
ciane and doctors of medicine.

TITLE XVIII-HEALTH INSURANCE FOR TILE AGED AND
DISABLED

* * * * * * ,.

PART A-HosprrAL Iwsu.A,-cz BEFIrrs FOR Tuz Aom "D Dmm
DECWPON OF PROGRAM

Snc. 1814. (a) * * *

NO PAMEWNS TO FEDERAL PROVIDERS OF SERVICES

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

Payment for Certain Hospital Service, Provided in Veterans'
Administration Hospitals

(j) (1) Payments shall aleo be made to any hospital oerted
the Veterans' Admiitration for inpatient hospital ierviwee furnished
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i a caedryear byj 06e A..pital or under arrangemonts (a. defthed
in section 1861 (w) )toith it, to an individual entitled to koepita bene-
ft. under setion 296 even Ao sueh Aopital is a Federa pro_ ider
of wrvicesif (A) awA individual was not entitled to have fuch serv-
ioe Wwrnto himee of charey sck Aospital, (B Ouc in-

wa8 .. to sut Aoital in t4 reesoad behef on the
part of the admitting ath-oritiee that such individual was a person
itho wag entited to hav suck services /u"ske to him f red of
charge, (C) the authorities. of suCkA ept2 In admitting suck n
dividual, and the individual, acted in good fait4, and (D) suck serv-
ies were ft r*hed during a period ending ih the close of tw day
on wAAok the .uthorties operating such hwspital, first became aware
o1 the fact tat. U.k iodividu Ias not entitled to have such sevioes
fu/nlshed to him by suck hospital free of Charge, or (if later) ending
with th-e first day on which tt was medicaly feasible to remove sucK
individual from "uch hoepita bydi al rig m therefrom or ttyns-
ferri'g him to a hospital which h a ilt effect an agreement under thits
title.
.(2) Payment for services described in pargraph (1) sh&ll be in an

amount equal to the choe n posed by the Veteran.' Administration
for Sutich services, or (if less) the reasonable costs for sch services (as
estimated by the Secretary). Any such payment shall be made to the
entity to Ahich payment for tHe serrices involved would ha,,e been
payJable, if = nt for suck series ha4 been made by the individual
receiving the services involved (or by another private person acting
on behalf of much individual).

PAYMENT TO PROVIDES OF SERVICrA

SEc. 1815. (a) ***
* * * * *I *

(c) No payment which may be made to a provider of services under
this title for any service funisAed to an individual shall be made to
any other person under an assignment or power of attorney; but
thing in this subsectfon shall be contrued (1) to prevent the making

of suc a payment in acordance with an assignment from the provider
;f such awnignnent is made to a governmental agency or entity or is
established by or pursuant to the order o a court of competent j*ns-
d;ction, or (2) to preclude an agent o e provider of services from
re ng any such payment if (but o y. if) such agent does so puru-
ant to an agency agreement under which the compemsation to be paid
to the agent for his servwes for or in connection with the biMiang or
collection of payments due such provider under this title is utrejatd
(directly or indirectly) to the amount of suck payments or the billings
therefor, and is not dependent upon the actual collection of any suck
payment.

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

SWO. 1816. * * *
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(h) The Seeretrry may not disapprove a proposed agreement under
this section, terminate an agreement under this sectioi, or make a de-
termituttion with respect to whether an agreement or proposed agree-
ment it consistent with the effective and e adn dWtration of thi
part under subsection (b) (1) (A) or (e) fB) oey other

that the agency or org requesting such agreement or having
-such agreepnt, serves providers located only in a single tate, or on
the grounds that any proider in such single State is served, or coudd
be served, by another agency or organization which serves priders
located in more than one State.

HOSPITAL IMHURAYCE FOR I DIVfDUALS, AGE 60 THROUGH 64, WHO ARE RN.
TITLED TO B NEFITS UNDER SCION tt OR WHO AR'S BPOrBSLS O FIYI-
VIDUALS 5NT/rLzD TO HEALTH INSURANCE

Sic. 1819. (a) Every individual wo.-
(1) has attained the age of 60, but has not attained the age of

65;and
(B) is either-

( A) an individual entitled to mtonthly insureince bene fits
u r section MO or benefit under the Railroad Retirement
Act of 1937, or

(B) the iof or husband of a person entitled to benefits
upder this part, or

(C) an individual entitled to beneft under-
i) section £23(a), or
ii) subsection (e), (f), (g), or (h), of section 2.

based on disability,
but who has not met the conditions of section £6(b) (2);
and

(3) is enrolled under part B of this title shali be eligible to
enroll in the insurance program established by this part.

b) (1) An individual may enroll only one under this section and.
in such manner and form as may be h in ,w, and

on"y'duriy an enrollment period prejcn in or under this section.
(B) In the case of an individual who satisfies paragraph (1) of sub-

section (a) of this section and either subparagraph (A) or (C) of
paragraph (B) of such subsection, his emnollment period shall begin
with whichever of the following is the latest:(,A Apr71,1978 or(B the date t¢A individual first meet the condition in such

p ra raph (B), or(C) the date the ecretar sends notice to such individual that
he *s entitled to any monthly insurance benefits as specified in sub-
paragrah (A) or (C) ot such paragraph (B),and shafl end at the close of the-

(D) 90th day thereafter, if such enrollnent period begins on
the date specifed in subparagraph (B) or (C) of this paragraph,
or

(E) 180th day thereafter, if such enrollment period begins on
A pril, 1978.

(3) In the case of an individual satisfying paragraph (1) and para-
graph (0) (B) of subsection (a) of this section, his enrollment period
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Ishll beg9in on whichever of the foipwing is the later: (A) April 1,
i978, or (B) the date suc, indiwdwzl fi t meets the condits spe.d-

feJ n stwkhparagraphs, and shall end at the close of the (C)O~thday
thereafter, if uh enrollment period begis on the date spec ied in
clause (B) of this par graph, or (D) 180th day thereafter, if h
(nrollment period begins on Apr. 1,1978.

(c) (1) In the case o/an indlividual who enrolls pur t to th pro-
vions of this section, the coverage per iod during which he is entitled
to bene f4 under this part Mall begin on the first day of the second
month after the month in which he enroll#, or July 1,1978, whichever
is later.

(2) An indivi coverage period shall terminate at the earlier
of the fo-lo.ing -

(A) for failure to make timely premium payments, at such tine
as may be prescribed in regulations which may include a grace
period in which overdue prentium may be paid and coverage
continued, but such grace period shall not exceed 30 days; except
that iO may be extended to not to exceed 60 days in any case
where the Secretary determines that there was good cause for
f "ail e to pay mwer _ premiums within such 30-day period; or

(B) atthe cose of the month fotl wing the month in wzhic an
individual files a notice with the Secretary that he no longer
desires to be enrolled under this section; or

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

Notwithstanding the preceding provisions of this paragraph, an in-
dividual's coverage period shall terminate at such time as such indi-

idual becomes eUgible for hospital insrance benefits under section
226 of this Act or section 103 of the Social Security Amendments of
195; and upon such termination such individual shall be deemed,
Role4y for 1mrposes of hospital insurance entitlement, to have filed in
~wh month the application requred to establish such entitlement.

(d) (1) The mont prmium of each individual under this section
for each month in his coverage period before July 1, 1979, shall be
the amount of the premium cha ged to individ=als enrolling under
8ecton 1818.

(2) The Secretary shall, during the last calendar quarter of each
year beginning in 1978 determine and promugate the dollar am
(whether or not such dollar amount was applicable for premiums for
any prior month) which shall be applicable for premiums chargeable
to individuals for months occuring in the 1-month period commenc-
ing July 1 of the next succeedig year. Such amount shall be actu-
ricdly ade te on a per capita basis to meet the estimated amounts

of incurred claims and administrative expenses for individuals en-
rolled under thi. section during such riod; and such amount shall
take into consideration undermiting losses or gains incurred during
prkr years. Any amount determined under the preceding sentence
which is not a Multiple of $1 shall be rounded to the nearest $1, or if
midway between nulIples of $1, to the next higher multiple of $1.

(e) Payment of the monthly prenum on beaf of any individual
who meets the conditions of subsection (a) may be made by any public
or private agency or organzation under a contract or other arrange-
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ment entered into between it and the Secretary t'f the Seore6iTw deft,-
mines that paymetof such p uder euh contract or other
arrangement is aZmirnstrativelx fea ,le.

(1) The p of wetion 1840 allr appiy to individual, en.
roL Iunder this seet1on if suck individual are entitled to onthldy
insurance beneflta under section £09 or M3. The pr"isu of subse-

( , (g), ) k etion 181e shal ap 4, to any
otherti ;uda~ so enrousd.

.(q) Where an individual enrolled under this section meets the pro.
vilions of prTMgrap (11) (B) of subsection (a) (but does riot meet the
provision of pa ra (2)(A) or (22 W) of such submetion) and
the person referre to i suc paaMgrap 2) (B) is entitLed to monthly /
ina..rance beneflU under section W0 or section 223, tie pro9;sio.q of
section 1840 (a) (I) shall apply to suek benefits as though suck hAuband
or tife were entitled to swA benel w , unles mc person ytles a not;,,,
with the Secretary that the deductions provtisiow of suck section 1&;,
(a) (1) shall not apply.

(g) The term "trife", or "husband" as used in this sectim sell hare
the meaning1 assigned to those terms by subsection (b) and subsection
(f) of sectio 816, as the case may be, eweept that the provision oi
ckue (2) of such subsection (b) and clame (2) of suhc subseetion
(f) shall not appty.

Parr B-SUPPEMENTARY MTcxW1 LsvRA.cz Bzxnrrs FOR THI AGED
A. DAmBLzD

PAYMENT OF BENEFIT

Sm. 1833. (a) •

C(f)(1) In the case of the purchase of durable medical equipment
included under section 1861 (s)(6), by or on behalf of an individual.
navment shall be made in such amounts as the Secretary determines to
,e equivalent to payments that would have been made under this part

had such equipment been rented and over such period of time as the
Secretary finds such equipment would be used for such individual's
medical treatment. except that (A) payment may be made in a lumpsum if the Secretary finds that such method of parent is less costly
or more practical than periodic payments, and (BT with - eslect to
purchases of used equipment the Secretary is authorized to waive the
20 percent coinsurance amount applicable under subsection (a) when-
ever the purchase price of such equipment is at least 25 percent less
than the reasonable charge for comparable new equipment.

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

"(f)h(1) In the ease of durable medical equipment to be firmsAed an
indivilua as descrbed in section 1861 (s) (6), the eemtary s l d-e-
termwne, on the basis of such medical and other evidence as he f#nds
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appropriate (indudgen4atoib ' tedM ph yaite O t
respet to elected durtion of need), whether the expected dt.ration
of tU mdic-1 need for the eqyipment ioarrant a premmptio that
"Pwrhae of the egydpmen t wooid be ieee costly or wwre prat~tberl than

reiital. If V. Sertr det ese that gtuch a preaumption tioes goist,
he shall reqw,'" that the e tapment be purchased, on a lere-purhfae
batis or oPtherwie, afd oh all, make paMent in accordanee -with' the
lease-purohumae ement (or in a lump stim amount if the equ"pVnt
is purchased other than on a lee-ptavhae basi8) : except that the se¢-
retary may authorise the rental of the eqhipment totoithsandinguiwh
dete"nnation if he determines that the pa.rchmae of the equipment
wetdd be inconaitent with the puposee of this title or would create
on wsdtw Al .i hardhip on the individual who will use it.
(.) With respect to purchases of uwed durable ndioal equipment,

the Secretary may waive the £0 percent ooMeuranme amount anpimable
uder subsection (a) whenever the purchoae price of the used equip-
ment' is at le$mi £ pemrwt lees thah the reasonable charge for
corn ohle new eqipmn

(3) For purpoem of p"a vpk (1), the Seeretary may,, pursuant
to aemet made u'nth euplpliers of durable medical equipment,
establh reimus'sement procedures which he finds to be equitable,
economical, and leasible.

(4) The Secretary shalt encourage ppliers of durable medical
equipment to make their equipment available to individuals entitled
to benefits under this title on a lease-pu eka. basis whenever possible" .

USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS

Sm 1842. (a) * *
(b)(1)

S * , * S , *

(5) 1% payment under this part for a service provided to any indi-
vidual shall (except as provided in section 1870) be made to anyone
other than such individual or (pursuant to an assignment described in
subparagraph (B) (ii) of paragraph (3)) the physician or other per-
son who provided the service. exce.t that payment may be made
(A) to the employer of such physician or other rson if such phy-
sician or other person is required as a condition of his employment to
turn over his fee for such service to his employer, or (B) (where the
service was provided in a hospital, clinic, or other facility) to the fa-
cility in which the service was provided if there is a contractual ar-
rangement between such physician or other person and such facility
under which such facility submits the bill for such service. No payment
t'hich under the preceding sentence may be made directly to the ph7.-
sican or other person providing the service involved (pursuant to an
a*ginmmen t described in *ubparaqrapk (B) (;) of paragraph (3))
shall be made to anyone else under a. reassignment or power of attor-
neV ("ecept to an emploer or. facility as described in clause (A) or
(8) pf ps.c sentence : but not Mnv this subsection shall be con-
stmed (i) to prevent the mokinq of such a payment in accordance meith
an anisnment from, the individual to whom the serrdee was Proided
or a reasiqnment from the physician or other person proMiding such
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service if such auignment or reassignment is made to a3 governmaental
agency or entity or .established by or pursuant to the order of a court

of onPetet i~riediationv or (ii) to preclude an agent of the pAhjsician
or othir person prodding these ice from rec any suh paynew
if (but o it) suck agent doe so pursa to an agency agreement
unde .woh the compensation to be paid to the agent for his services
for or in co&nction with the billing or collection of payments due swh
physiia or other person under this title is unrelated (dirctly or in-
directk) to the amount of suh payment. or the billings trefor, and
it not dependent upon the actual collection of any such payment.

ELIGTBILITY OF INDVTDrAtLS AGE 60 THROUGH 64, WHO ARE ENTITLED WO

BEN ET UDER SECTION 202 OR WHO ARE SPOrsEs OF I.NDVIUAIA EN-
TITLID To HosPITAL vsujrlfCf

&rc. 1845. (a) Any individual who meets the condition of para-
graph (1) and paragraph (2) of section 1819(a) shall be eligible to
enroll in the insurance program established by this pawt. The proi.
4ions of subsections (b). (e), (e), (f), and (g) of section 1819 *hall
apply to individuals authorized to enroll under this section.

(b) An individual's coverage period shall also terminate when (A)
he no longer meets the conditions specifed in paragraphs (1) and (2)
of section 1819(a). or (B) his enrollment under section 1819 is term..-
tated. Where termination occurs pursuant to this subsection, the cover-

age period shall terminate with the cose of whichever of the folloinq
months is the earliest: (C) the month before the month the indiv-
ual attains the age of 65, or (D) the month following the month
in which such individual no longer meets the conditions of paragraph
(B) of section 1819(a), or (E) the month in which his enrollment
under section 1819 termnates.

(c) (1) The montqy premium of each individW under this section
for each month in his coverage period before July 1979 shall be SM
per centumn of the premium payable by an individual who has attained
age 65 for such month.

(2) The Secretary shall, during December of each year beginning
in 1978 determine and promulgate the dollar amount (whether or not
-such dollar amount was applicable for premiums for any prior month)
which shall be applicable for premunza for months occurrng in the
12-month period conmmencing July 1 of the next year. Suck amount
shall be actuarially adequate on a per capital basis to meet the esti-
mated amount* of incurred claims and administrative expenses for
individuals enrolled under this section during suck period, and such
amount saUll take into consideration underwritinq losses or gain in-
eurred during prior years. Any amount determined under the pre-
ceding sentence which is not a multiple of $1 shall be rounded to the
nearest $1 or if midway between multiples of $1, to the nect higher
Multiple of $1.

(d) AUllpremiums coleeted from individuals enrolled pursuant to
lhis sectim shall be deposited in the Federal Supplementary Medical
Insurance Trust Fund.
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PArM C--MJ8Q&aAXous PnovIsIONS

DEFINITION OF SERVICES, INSTITUTIONS, ETC.

Szc. 1861. For purposes of this title.

Spell of Illness
(a)* *

Skilled Nursing Facility

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

(1 ****

[(11) supplies full and complete information to the Secretary
orhis delegate as to the identity (A) of each person who has any
direct or indirect ownership interest of 10 per centum or more in
such skilled nursing facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obli nation
secured (in whole or in part) by such skilled nursing facility or
any of the property or assets of such skilled nursing facility, (B)
in case a skilled nursing facility is organized as a coloration, of
each officer and director of the corporation, and (C) in case a
skilled nursing facility is organized as a partnership, of each part-
ner; and promptly reports any changes which would affect the
current accuracy of the information so required to be supplied ;1

(11) complies with the requirements of section 1124;

(13) meets such provisions of the Life Safety Code of the
National Fire Protection Association (28d edition, 1973)1 as are
applicable to nursing homes; except that the Secretary may waive.
for such periods as he deems appropriate, specific provisions of
such Code which if rigidly applied would result in unreasonable
hardship upon a nursng home, but only if such waiver will not
adversely affect the health and safety o he patients; except that
the provisions of such Code shall not apply in any State if the
Secretary finds that in such State there is in effect a fire and safety
code, imposed by State law, which adequately protects patients in
nursing facilities; [and]

(14) eatabliehe. and maintains a#ysten which shlth assure a
flt and coniplete accounting of patients' personal funds, includ-
ing the tuo of a 8eparate count for patient fund which Ra
preclude any commiingling of auch funid with faciit fun&s or
with the fungi, of any person other than another such patient; and
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Reasonable Cost
(v) (1) (A) * * •

(F) Such regulation. sMall i'e.vir ec povd of- servim (other
than a fund) to make report to the Secrtmny of infomaion dee~rbed
in section 119) (a) in aeordme oit th* uniform reports system
establishedd under mch section) for that type of provider.

Arrangements for Certain Services

(w) (1) The term "arrangements" is limited to arrangements under
whikh reeeipt of payment by the hospitaL a skilled nursing facility, or
heme health agency (whether in its own right or as agent), witfi re-
steet to services for which an individual is entitled to have payment

made under this te discharges the liability of such individual or any
other person to pay for the services.

(2) Utilization review activities conducted, in accordance with the
requirements of the program established under part B of title X1
of the Social Security Act with respect to services furnished by a hos-
pital to patients insured under part A of this title or entitled to have
payment made for such series under part B of this title or under
a State plan approved under title V or XIX, by a Professional Stand-
ards Review Orztion designated for the area in which such hospi-
tal is located shall be deemed to have been conducted pursuant to
arrangements between such hospital and such organization under which
such hospital is obligated to pay to such organization. as a condition
of receiving payment for hospital services so furnished under thi'
part or, under such a State plan, such amount as is reasonably incutrred
and requested (as determined under regulations of the Secretary) by
stch organization in W such review activities with respect to
services furnished by such hospital to such patients.

* S * * * * *

EXCLUSIONS FROM COVERAGE

Sw. 186-2.(a) * * *
* * * S 5 ," *

(d) (1) No payment maybe made under this title with respect to
any. item or services furnished to an individual by a pexso where the
Secretary determines under this milsection that such person--

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

(B), has submitted, or caused .to be submitted (except in the
case of a provider of services), bills or requests for payment under
this title containing charges (or in applicable cases requests for
payment of costs to such person) for services rendered which the
Secretary finds[, with the concurrence of the appropriate pro-
gram review team appointed pursuant to paragraph (4),] to be
substantially in excess of such person's customary charges (or in



applicabl cases substantially in excess of such person's costs) for
such.services, unless the Secretary finds there is good cause for
such bills or raet containing such charges (or m applicable
efsam such ,ost or

(C) has furnished services or supplies which are determined
by the Secretary, [with the concurrence of the members of the
appropriate program review team appointed pursuanttto para-
,raMh (4) who are phyaiians or other professonal personnel in

thehealth care field, to be substantially in excess of the needs of
individuals or to be haimful to individuals or to be of a grossly
inferior quality] on the ba*s of reports transmitted to him i-' ac-
evordaw e ith section 1157 of this Act (or, in the absence of any
*uck report, on the baxi, of #urh data aai le acquire. in the admmn-
ihtratio0n of ths program tmder thit title), to be - ub tantiall.y in
.rCWs* of the .eedsof i 4vii;d.aI* or to b of a qualify ohich fails
to meet prsbs yiontl recognized standard of health care.

* * * * * * *

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

.A.) undertake to review such statistical data on program
ut ligation as may be. submitted by the Secretary,

[(B) submit to the Secretary periodically, as may be prescribed
in regulations, a report on the results of such review, together
with recommendations with respect thereto,

[(C) undertake to review particular cases where there is a
likelihood that the person or persons furnishing services and sup-
plies to individuals may come within the provisions of paragraph
(1) (B) and (C) of this subsection or clause (F) of section 1866
(b) (2), and

[(D) submit to the Secretary periodically, as may be prescribed
in regulations, a report of cases, reviewed pIrsuant to subpara-
graph (C) along with an analysis of, and recommendations with
respect to, such cases.]

(e) (1) Whewver the Seetary determims thtit a phyaicia or
Other individual prrw tioner hW b6en convieed (on or after the date
Of th-enacmnt of tkt. subwtet~, or within such period prior to that
date as the Secretary shaf speifyj in "gugtiono) of a criminal offene
related to Osch pkyeician's or practtiouer', involvement in the pro.
grant under this Mise or the p1mogiwi under title XIX, the Secrtary
8hall &wpend suci. kY.%e~ or aNOz"tine from part (cit in the
program under tis title for ~f wperhod e . may deem appropriate;
aid w payment ma* bern rv .k s title ith respect to any tem

or wo fwni~~ bsuch py'uici,2a or practitioner during . e-
rWo Of such nwpenoo The pi~4nvsion of Pam raphe (9) and (3) of
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subsetion (d) shall apply with respect to determinations made by
the &eetary under these

(B) In any Case wher the &cratdwy under pag ,h (.1 saeends
any physician or other individual practitioner from partiipaton in
the pmrgim under this title,, he shall-

(A) promptly notify each, single State agency which adinin-
ieters or aupervi ee the administration of a State pk. approved
under title XIX of the fact, oirumwntanew, and period of suphM B Ion; and

7B nptly notify the appropriate State or local agency or
a.thorty4 having responsibility for the licensing or certifeation
of such physician or practitioner of the ,fact nd c rcuttan,.,
of such es petiotio, request that aPpriate inCtigations b,
made and Sanctions invoked in accoiance wvith applicable State
1mv and policy, and request that such State or locma age" or
authority Iep the Seewtary and the Inspector General of , h,
Departmet of Health Education, and Welfare fully and cur-
rently informed with respect to any actions taken in response to
such request.

AGREEMENTS WITIE PROVIDERS OF SERVICES

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

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

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

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

(D) to promptly notify the Secretary of it employment of an
individual iw, at any time duwin the year preceding suck em-
ploymeit, was8 employed in, a manageria4 accounting a di ng or
imiir capacity (as determ ned by the Secretary by region)

by an agency or organization chwc- serves as a flwal intermndi-
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ar or arier (for purpose ef part A or part B, or botk, of this
Mtle) r with reet to the prwvey r. .

An agrement under this paragraph with a skilled nursing facility
shall be for a term of not exeeedlin.g 12 months, except that the secre-
tmry may extend such tem for a pe.iodnot exceeding 2 months, where
the health and safety of patients will not be jeopardized thereby, if he
ftinds that such extension is necessary to -prevent irreparable harm to
such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticable within such 152-
month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder.

(3) The Secretay may refuse to enter into or renew an agreement
tinder this section with a provdelr of services if any person who has a
(Hrect or indirect oumership or contiVl interest of 5 percent or more in
*ud& provider or who is an officer, director, agent, or mwnaging em-
ployee (as denied in section 1127 1126(b)) of such provider, is a per-
8on described in section 1127 1126 (a).

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

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

(2) by the Secretary at such time and upon such reasonable
notice to the provider of services and the public as ma be speci-
fied in regulations, but only after the Secretary has determined
(A) that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (C) that such provider of services has failed (i)
to provide such information as the Secretary finds necessary to
determine whether payments are or were due under this title and
the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as
may be necessary to verify such information, or (ii) to supply
(within such period as may be specified by the Secretary in regula-
tions) upon ruest spec qfrlly addressed to such provider by
the Secretary (7) full and complete information as to the owner-
ship of a subcontractor (as defined by the Secretary in regula-
tions) with whom such provider has had, during the previous
twelve months, business transactions in an aggregate amount in
excess of $25,00, and (I) full and complete information as to
any signifiwant business transactions (a8 defined by the Secretary
in regulations) occrring during the five-year period ending on
the date of ;;A request, between such provider and any wholy
owned supplwr or between such providr and any subcontractor,
or (D) that such provider has made, or caused to be made, any
false statement or representation of a material fact for use in an
:application for payment under this title or for use in determining
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tk.riht o'a lt udet this title, or (E) that ouch pwrider
has submitted, or caused to be submittd,a uws for p.qment
under this title of-amounts for rendring services substautally in
xees of the cogs incurred by such provider for redering such

services, or (F) that such provider has furnished services or sup.
plies which are determined by the Secostary: , with the concur-
rence of the members of the appropriate program review teami
appointed pursuant to section 1862(d) (4) who are physicians or
other professional personnel in the health care field, to be substan-
tially in excess of the needs of individuals or to be harmful to
individuals or to be of a gronly inferior quality] to be dbstan-
ti'ay in ewcesa of the neede of Mdividsae or tobe a qwdlity
whiAh failh to meet profesimolly re gni.d = of health
care, or (G) that such provider (at the time the agreement wa
e6nt8Wd into) did not fully and wGuratey make any diwoloure
required of it by section 1126(a).

PENALTIES

Sec. 1877. (a) Whoever-
(1) knowingly and willfully makes or causes to be made any

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

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

(3 havin knowledge of the occurrence of an event affect-
g() his initial or continued right to any such bnefit or av-

ment, or (B) the initial or continued right to any such benef or
payment of any other individual in whose behalf he has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
fit or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or
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 be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one year.
or both.]
ahaa (i) ilt the case o 8uch a statement, representation. conceakment.
failure, or conversion by any person in connection with the ftsrnisginq
(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 oonvition thereof
fined not more tic; $2500 or imprisoned for not more than fite
years or both, or (ii) in the case of such, a statement, representatio,
concealment, fauie, or conversion by any other person, be guty of a
misdmeanor and upon conviction thereof fd not more thea $10,000
or imprisoned for not more than one year or both

[(b) Whoever furnishes items or services to an individual for which
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paymat is or may be made -under this title and who soli@tasi offers, or
rece ves £4)Tu

[(I) kickb;ak or bribe in connection with the furUhdn- of
suZ4 atems or services or the making or twcipt of 4uch payment,
or

[(2) rebate of any fee or charge for referring any such indi-
vidual to another person for the fuinishing oi sueh items or
services,

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

(b ( Whoever solicits or receives an. remuneration includingg
, bribes, or rebates directly or indirectly, overtlg or covertly,

in cash or in kind-
(A) in return for referring an individual to a person for the

furnishing or arrangg for the furnishing of item or semtoe8 for
which payment may be made & wolwle or in part under this title,
or

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

shall be guilty of a felony and upon conviction thereof, shall be flned
,ot more than $25,00 or imprisoned for not more than five years, or
both.

(2) Whoever offers or pays any remuneration (including kickbacks,
bribes, or rebates directly or indirectly, overtly or covetly, in cash or
in kind to any person to induce such person--

(A) to refer an individual to a person for the furnishing or
arrangingjor the furnis ing of items or services for which pay-
mew may be made in whole or in part under this title, or

(B) to purchase, lease, order, or arrange for or recommend pur-
chasing, leasing, or ordering goods, failities, services, or any item
for wiaot 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 $&,,000 or imprisoned for not more than five years, or
both.

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

vider of semic or other entity under this title if the reduction
in price is pnrerlj disclosed and appropriately reflected in the
costs claimed or charges made by the provider or entity under this
title: and

(A ) an amount paid by ". employer to an employee (who has
a bona fide employment reltonship with such employer) for em-
ployment in te provison of covered items or services.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon re-
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certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are defined in section 1861), shall be guilty of
a [misdemeanor] felony and upon conviction thereof shall defined
not more than ["2,00 $W500 or imprisoned for not more than
E6 months $ve years, or both.

(d) Whoever cnowinf ly and willfully, after hat accepted any
asaigmnent described in sect ion 1842(b) (31) (B) (ia), charges an
amount in excess of the reasonable charge itk respect to series

furnisid to individuals on whose behalf payment is mtade under .ny
such aasigment, shall be guilty of a misdemeanor and upon cfttiction
thereof s7all be md wot more than $2,00 or improned for not more
than si months, or both.

TITLE XIX-GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

STATE PLANS FOR MEDICAL ASSISTANCE

SEC. 1902. (a) A State plan for medical assistance must-(1) * * *

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

nimsering or supervisng the administration of the State plan;



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

(32) provide that no payment under the plan for any care or
service provided to an individual [by a physician, dentist, or other
individual practitioner shall be made to anyone other than such
individual or such physician, dentist, or practitioner, except that
payment may be made A) to the employer of such physician,
dentist, or practitioner if such physician, dentist, or practitioner
is required as a condition of his employment to turn over his fee
for such care or service to his employer, or (B) (where the care
or service was provided in a hospital, clinic, or other facility) to
the facility in which the care or service was provided if there is it
contractual arrangement between such physician, dentist, or prac-
titioner and such facility under which such facility submits the
bill for such care or service ;] -hall be made to anyone other than
such individual or the person or institution providing such care
or service, under an assignment or power of attorney or other-
wise; eamoept that-

(A) in the ease of any care or service provided by a physi-
can, dentist, or other individual practitioner, such payment
may be made (i) to the employer of such physicin, dentist,
or other practitioner if &uch, akhyi dentist, or practitioner
W reqM re as aoondition ol his employment to tun over hi8
fee for swk care or service to hii employer, or (ii) (where
the care or service was provided in a hospital, clinic, or other
facility) to the facility in ohich the care or service was pro-
vided if there is a contractual arrangement between such
physiciaN dentist, or practitioner r and such facility under
Whick suck faclity submits the bill for such care or service;
and

(B) nothing in this paragraph shall be construed (i) to
prevent the making o such a payment in accordance with
an qsgnme.i, from the person or intitution providing the
care or service involved if swk assignment is made to a gov-
ernmental agency or entity or is established by or pursuant
to the order of a court of competent jutisdictim, or (ii) to
preclude an agent of such person or inwtitution from receiving
any such payment if (but only if) such agent does ao pursuant
to an agency agreement under whick the cornpetwition to
be paid to the agent for is services for or in connection with
the billing or collection of payments due such person or in-
stitution under the Plan is unrelated (directly or indirectly)
to the amount of such payments or the billings therefor, and



82

is not depend*t upon the actual voll wos of any such pay-

[(35) effective January 1, 1978, provide that any intermediate
care facility receiving payments under such plan must ipply to
the licensing Wene yof the State full and complete information
as to the identity (A) of each person having (directly or indi-
rectly) and ownership interest of 10 per centuni or iore in tizch
intermediate care facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obligation
secured (i whole or in part) by such intermediate care facility
or any of the property or assets of such intermediate care facility.
(B) in case an intermediate care facility is organized as a corpo-
ration, of each officer and director of the corporation, and (C) in
case an intermediate care facility is organized as a parnership.
of each partner; and promptly report any changes which would
affect the current accuracy of the information so required to be
supplied; and]

(3) pr d that any intermediate care facility receiving pay-
ments under such plan complies w i4 the requirement* of section
1124;

(36) provide that within 90 days following the completion of
each survey of any health care !cility, laboratory, agency, clinic.
or organization, by the appropriate State agency described in
paragraph (9), such agency shall (in accordance with regulations
of the Secretary) make public in readily available form and place
the pertinent findings of each such survey relating to the cont-
pliance of each such health care facility, laboratory, clinic, agency.
or organization with (A) the statutory conditions of participate n
imposed under this title, and (B) the major additional conditions
which the Secretary finds necessary in the interest of health and
safety of individuals Who are furnished care or services bv any
such facility, laboratory, clinic, agency, or organization[.:

(37) provide for claims paVewnt procedures which (A) en-
sure that 95 per centum of claims for Payment made for sermi.,.
eovered tender the plan and furiihd by health care P'rctitione,
throvfj1, Andivia or 9 grppeatices or through shared health
facilities are paid within 30 days of the date of receipt of *u.h
claims atnd that 99 per centum of such claim-r are rid within .X
days of the date of receipt of mch claim, and (B) provide for
procedures of prepayment and postpayme claims review, ;n-
cluding review of appropriate data with rpect to the recipient
and der of a serve and the nature of ths service for which
payment i claimed, to ensure the proper and eikient payment of
claims and management of the program;

(38) require that an entity (other than on ;ndiridual practi-
tioner or a grmp of ationers) that furnishes, or arrangev
for the finishing of, itemss or erims under the plan, shall
sup ply (within awkh peio as mawy be specifid in regulations~ by
the Seemtery or by the single State agency wkich administer
or suponiss the aim station of the pl a) upon request specifi-
cally addressed to such entity by the Secretary or such State
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agency, reapectively, (A) full and complete inorit don as.to the
ownership of a aubrotractor (as doed by t Secretary in mg-
ulatioa) wi*Ii whom stuch enti#yad, durit the previous
twelve montA, businaeu tramwtions in a agg~egat rsnount in
eccees of 85Woo, 4.d (8) ft4I and complete informWian as to
any aigniftoat buNines transaction (as defined by the Secre-
try in regt.atione), 0UMrriA during the flve-year period ending
on the ~at ofMciiqve4, between Such entity and any wholl
owned supplAir or between sOwA entity and any subeontractor;
and

(39) provide that, subject to abeection (g), whenever the sin-

gle State agMey which administers or superbia the admnliStra.
tion of a ta t plan approved under title XIX 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 XT'III, the agency shall promptly sU8-
pendaUtk physician or practitioner from, participation in its
plan under this title for not less than the peMod speoii i such
notice, and no payment may be made under its plan with respect
to any items or service furnished by such physician ortpracti-
tioner durin the period of the suspension under this title.

(4O) require each hAlth services facility or organization which
receives payments under the plan. and of a type for which a uni-
form reporting system has been established under ection 1121 (a)
to make reports to the Secretary of information described in such
section in accordance with the uniform reporting system (estab-
liiked under such section) for that type of faoilitv or orgmniza-tio7.

The "M~W of clause (A) of. pargraph (87) with respect to a
State pan may be waived by the Se9etmary if he finds t4et thf State
has exercised good faith in trying to mneet ouch requirment.

(g) The Seretoi may waive suspension under subsection (a) (39)
of a physician's or ractitioner's partipation in a State plan ap-
proved under this title and of the prohiion under suck subsection
of payment for items m- serpe furnished by 4im .dw' the perod
of such suspension, if the .ingle State agency which amini tere or
guper*.s the adinietration of a State plai approved under title
X l A h plan submits a request to the &eretary for such waiver and
if the Secretary approves sucA request.

PAYMENT TO STATES

SEc. 1903. (a) From the sums appropriated therefor, the Secretary
(except as otherwise provided in tis section) shall pay to each State
which has a plan approved under this title, for eachI quarter, begin-
ning with the quarter commencing January 1, 1966

(1) ***

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

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

(6) subject to subsection (b) (3), an amount equal to 100 ptr
centum of the sum8 expended during each quarter of the fiscal
year begin ning October 1, 1977, 90 per centum of the sunms .r-
peded during each quarter of the tscal year beginsminp Octo-
ber 1,1978, and 75 per centum of the sums expended during each
quarter of the $ seal year beginning October 1, 1979, with respect
to costs incurred during such quarter (as found necessan/ by the
Secretary for the elimination of fraud in the and ad-
ministration of medical assistance provided uner the State it)
thich are attributable to eatablishiment and operation o (i,-

cWling the training of persoomel employed by) a Ste mi4icad
fraud control unit (de s&ibed in subeection (p) ) ; plus

[(6)] (7) an amount equal to 50 percentum of the remainder
of the amounts expended during such quarter as found necessary
by the Secretary for the proper and efficient administration of the
State plan.

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

(2) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency see section 1122.

(3) The armotsnt of fund8 which the Secetary is otherwise obigated
to pay a State during a quarter under subsection (a) (7) may not ex-
ceed the higher of-

SA) $1B5/XJ, or
B) one-quarter of 1 per centuvm of the tmw eapended by the

Fedrl, State, and local governments during the previous quarter
in carrying out the State's plan under this title.
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(g)(1) Subject to paragraph. (5) and (6), with respect to amounts
p)aid for the following services furnished under the State plan after
June 30, 1973 (other than services furnished pursuant to a contract
with a health maintenance organization as defined in section 1876). the
Federal medical assistance percentage shall be decreased as follows:
After an individual has received care as an inpatient in a hospital (in-
cluding an institution for tuberculosis), skilled nursing facility or
intermediate care facility on 60 days, or in a hospital for mental
diseases on 90 da Awhether or not such days are consecutive), during
any fiscal year, which for purposes of this section means the four calen-
dar quarters ending with June 30, the Federal medical assistance per-
centage with repect to amounts paid for any such care furnished
thereafter to such individual in the same fiscal year shall be decreased
a determined under the provisions of pagra j (3) unless the State
agency responsible for the administration of the plan makes a show-
ing satisfactory to the Secretary that, with respect to each calendar
quarter for which the State submits a request for payment at the full
Federal medical assistance percentage for amounts p aid for inpatient
hospital services (including tuberculosis hospitals), skilled nursing
facility services, or intermediate care facility services furnished be-
yond 60 days (or inpatient mental hospital services furnished beyond
90 days), there is in operation in the State an effective program of
control over utilization of such services; such a showing must include
evidence that-

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

(B) in each such case, such services were furnished under a
plan established and periodically reviewed and evaluated by a
physician;

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

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

In detemining the number of days on which an individual has re-
ceived services described in this subsection, there shall not be eountedl
any days with respect to which such individual is entitled to lawe
payments made (in whole or in part) on his behalf under section IS12.

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

Federal medical assistrnee percentage is reqWred tinder the pr&I"sion
of paragraph (1), such Federal medical assistance pereentaqe shall he,
reducetf by a percentage equal to .- / per rentum m ultplwed by a ft -
tion, the denominator of which is equal to the total number of pat'h, i, x
,rith respect to whom the provision., (as contained in pcraqraph (1))
relating to the making of a satisfactory showing are applicable. ,mid
the numerator of which is eqwl to the number of stch patients i;fth
respect to whom such a showing was not mode in areordonre ith ,i,h
paravawi h (after application of paragraphs (6) and (5)).

(4) The Secretary may not find the showing of a ,Xtate. with r'rqp, t
to a calendar quarter under paragraph (1), to be satisfactory if th,,
showing ts submitted to the ecretarv later than. the 30th day after the,
last day of the, calendar quarter, unless the State demonstrates to flt
eatis nation of the Secmta ood cause for not meeting such deadl;n,.

(5) No Iredyction in the 'ederl medical assist ane percentage of ,
State otherwise. required to be imposed under this subsection shall
take effect--

'(A) if such reduction is due to the State's unsatisfactory or
invalid showing made with. respect to a calendar quarter beghm-a o to January 1,978;

S(B) u.ess a notice of such decree has been provided to th,
State at least 30 dayw if ore the dote such decere takes effect: or

(C) if such reduction is due to the State's tmsatisfarto or
invalid showing made with respect to a calendar quarter begin-
ning after December 31, 1977, unless notice of such reduction has
been provided to the State no later then the first day of the fourth
calendar quarter following the calendar quarter with respect to
which such showing was made.

(6) The Secretary is authorized to waise the aplication of all or
part (as is appropriate) of any reduction in the Federal medical e.-
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uistgra .ge of a StMt oth ise required to be imposed vflder
par ph (1) in any ease in oAich the &eoretary detertmines that the
Unati factory ri alid show tg made by the .S Sate is of a technimd
nature only, or it due to cirewwstanes beyond te conSftL of the &Itate.

(7) The 8teotar stall ubmit to Congres, not later tan (0 days
af ter the Atd of each calendar quarter, a report on,-

(A) hi8 detemination as to wh other or not eace showing, made
under pararaap& (1) by a State with respect to the calendar quar-
ter has been found to be satisfactory under such paragraph:

(B) hi. r,.iew (thrgh onai surveys and otherwise) under
paragp ( 2) of the vaidity of showings previouly submittedby a 81 late ; ad

Pand
(0) amj reduction in. the Federal medical assistance percentage

he has imposed on a State beoau.e of its submittal uudr pcyr-
Iraph (1) of an unsatifactory or ihualid shmiug.

(i) Payment under the preceding provisions of this section shall
not be naade-

(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972. to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842 (b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not bp made
under title XVIII with respect to services furnished by such pro-
vider or person du ring such period of time solely by reason of a
determination by the Secretary umder section 1862(d) (1) or under
clause (D), (E) or (F) of section 1866(b) (2). or by reason of
noneompliance with a request made by the Sqeeretary under clause
(C)(ii) of such section 1866(b) (2) or under section 19O2(a)
(38) ;or

(n) The State agency may refuse to enter into any contract or
agreement with a hospital, ntwaing home, or other institution, organi-
zation, or agency for purposes of participation under the State plan,
or otherwise to approve an institution, organization, or agency for
such purposes, if arty person who has a direct or indirect ownership or
control interest of 5 percent or more in such institution, organization,
or agency, or who is an ofFcer, director, agent, or managing employee
(as defled in section 1126(b)) of suck institution, organization, or
agency, is a person described in section 119)6(a) (whether or not such
institution, organization, or agency has in effect an agreement entered
into with the Secretary pursuant to section 1866 or is subject to a
suspension of payment order issued under subsection (j) of this sec-
tion); and, notwithstanding any other provision of this section, the
State agency may terminate any such contract, agreement, or approval
,f it determines that the institution, organization, or agency did not
full. and accurately make any disclosure required of it by section
1126(a) at the time such, contract or agreement was entered ;ito or
such approval was given.
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(o) Notwithatandng the preceding 0rethisn secM o
pa/ment shall be made to a State under the 0 pnt of

this section for e.pendkurs for wdical assistance provided for an
individual under its State plan approved r this title to the eoatent
that a ivate insurer (as defed by the Secretary by reption)
would Eve been obligated to provide such assistance but or a pro-
ision of its insurance contract which Am the effect of lim& uXgore'

eluding such obligation because the individual is eligible for or ti
pro tided medical assistance under the plan.

(p) (1) When a political subdivision of a State make, for the State
of which it is a political subdiviion, or one State make, for another
State, the enforcement and collection of rights of support or payment
assigned under section 1918, pusuant to a cooperative arrangement
under such section (either within or outside suck State), there shall be
paid to suck political subdivision or such other State from amowsd*
whioh would otherwise represent the Federal share of paymenws for
medical assistance provided to the eligible individuale on whose behalf
such enforcement and collection was made, an amount equal to I')
percent of any amount collected which is attributable to suck rights
of support or payment.

(9) 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 alloatd among the jurisdictions in a
manner to be prescribe by the Secretary.

(q) For the purposes of this section,, the term. ",State medicaid fraud
control umit'" means a single identify able entity of the State government
which the Secretary certifies (end e ually recertifw.8) as meeting the
following requirements:

(1) The entity (A) is a unit of the office of the State Attorney
General or of another department of State government which
possesses statewide authority to prosecute individuals for crin-
nal violation, (B) is in a State the constitution of which does not
provide for the criminal prosecution of individuals by a statew(d,
authority and has formal procedures, approved by the Secretary.
which (i) assure its referral of suspected criminal violations r,-
lating to the program under this tite to the appropriate author-
ity or autho4rties in the State for prosecution and (i"i) assure it8
assistance of, and coordination with, uch authority or authorities,
in. such prosecutions, or (C) is an entity which has formal proce-
dures and a formal working relationship, approved by the Sec-
ret , which provide effective coordination wtmt the Offie of the
State Attorney Genera with respect to activities directed toward
detectioN, investigatimt, and prosecution of suspected criminal
violations relating to the program under this title, including r-
fertwa of such suspected violations to the Office of the Stale
Attorney General.

(2) The entity is separate and distinct from the title XIX op-
erating agency or (if different) single State agency that admin-
isters or supe-ises tIe administration of the State plan under th;,
title.

(3) The entity's function is conducting a statewide program for
the investigation and prosecution of violations of all applpible
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State laws regarding anV and all ae pects 'f .raud in connection
with any apect of the prison omedial assistance and the
activities a.p roVuirs of such asotanee under the State plan
under W8i 1 41e

(4) The entity ha. procedure for reviewing conplaints.1 the
abuse atd neglect of patient. of health car, facilities which" re-
ceive payments under the State plan under this title, and, where
appropriate, for acting upon such complaints under the criminal
lawse of the St ate or for referring them to other State age nries for
action

(5) The entity provides for the collection, or referral for col-
lection to a single State agency., of orie roayrnents made under the
State Plan to health care jacihties4 a dgcovered by the entity in
carjwmo out its activities.

y) entity employ, such auditors, attorneys, investigators,
av3 other neceeary personnel and is organized in such a inanner
as is necesary to promote the effective and efflient conduct of the
entity'8 activities.

(7) The entity submits to the Secretary an application and an-
nual reports containing such information as the Secretary deter-
mine., by regulation, to be necessary to determine whether the
entity meets the other reguirements of this 8subsection.

PENALTIES

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

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

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

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

(4) having made application to receive any such benefit or pay-
ment for the use and benefit of another and having received 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 be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one
year, or both.]
hall () in the cae of such a statement, representation, concealment,

failure, or conversion by any person in connection with the furnishing
(by that person) of item. or services for which payment is or may
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be made under this title, be i4 of a felemy and upon emviction
thereof fined not more than hcase or sim sone forgot more than
Pie year. or both, or (ii) in the case of such a statement, memireenta-
tion, concealment, failure, or converson by any other person, be guilty
of a misdemeanor and upon conviction thereof flned not more thit
$1000 or imprisoned for not more than one year or both In addition.
in any case whe an individual who is otherwise eligible for assistanwe
undr a State plan approved under this title is convicted of an offefl.e
under the preceding provisions of this subsection, the State may at it*
option (notwithstanding any other provision of this title or of such
plan) limit, restrict, or suspend the eligibility of that individual for
such period (not exceeding one year) as it deems appropriate; but til,
imposition of a limitation, restriction, or suspension with respect to the
eligibility of any individual under this sent ence shall not affect the
eligibility of any other person for assistance under the plan, regardless*
of the relationship between that individual and such other person.

[(b) Whoever furnishes items or services to an individual for which
payment is or may be made in whole or in part out of Federal funds
tinder a State plan approved under this title and who solicits, offers.
or receives any-

[(1) kickback or bribe in connection with the furnishing of
su,,h items or services or the making or receipt of such'payment. or
[(2) rebate of any fee or charge for referring any such individ-

ual to another person for the furnishing of such items or servie(-
shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one year.
or both.]

(b) (1) Whoever soli'ts or re'ees any rem uneration (includiiq
kickbacks, bribes, or rebates, directly or indirectly, n'ertly or covertly.
in cash or in. kind-

(A) in return for referring an. individual to a person for th,
fu-nihinq or arranging for the furnishing of items or servi,,.e
for which payment may be made in whole or in part under th;x
title. or

(B) in return. for purchasing, leasing. ordering, or arranging
for or recommending prchasing, leasing, or ordering goods. fi.-
cilitics, services, or any item. for which payment may be made in
whole or i, part under this title,shall be guilty of a felony trod upon conviction thereof, shall be fined

not more than $,5,000 or imprisoned for not more than 5 years, or
both.

(2) Whoever offers or pays any remuneration includingg kickbaek.v.
brihes, or rebates directly or indire.tly, overtly or cavertlty, in cash or
in kind to any person to induce such person-

(A) to refer an individual to a person for the furnishing or
arra.nging for the furnishing of items or services 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 pur-
chasin, leosnq, or ordering goods, faeilities, services, or a'nyitem
for wieh payment may be made in whole or in part trder thi
titleshall be guilty of a friary and. upn conviction thereof, shall be fwed
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both.

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

of ser, ies or other entity under this title if the reduction in price
18 properly disclosed and appropria tely reflected ihe wosts
claimed or charges made by the provider or entity under tkid title;
and

(b) an amount paid by an. employer to an employee (who has
a~ 71 boa Vn ze~ynnt relaiotwhip ivith such employer) for

employment in. tie pqrsion of covered itent or services.
(c) Whoever knowingly and willfully makes or causes to bxe made,

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

ASSIGNMENT OF RIG TS OF PAYMENT

SEc. 1912. (a) For the purpose of assisting in the collection of medi-
cal support paymet and other payjtment s for medical care owed to

ecip1iets of ,ediol assistance under the State plan approved under
th. title, a State plcaznfor medical assistance may-

(1) provide that, as a condition of eligibility for medical assist-
anwe, each applicant or reipie"nt who has legal capacity to execute
an assignment for himself, or on behalf of another individual who
is eligible to receive medical assistawe by reason of the require-
menta of this title and lacks such legal capacity to make an assign-
ment for himself, will be required--

(A) to assign the State any rights to support wic is
apec~ed, as support for the purpose of medical care by a court
or administrative order, and any rights to payment for medi-
cal care fr m any third party, which such applicant or re-
cipient may have (i) on hi. own behalf or in behalf of such
eligible individual lacking suck legal capacity, and (ii) which
hare accrued at the time s~ck a~sigrne.n is executed; and

(B) -to cooperate with the State (i) in establishing the
paternity/ of the eliqz'ble individual lacking such legal capacity
if such eligible individual is a child born out of wedlock, and
(ii in obta'ninq such support and such payments for himself
and for the eligible individual lacking such legal capacity,
unless (in either case) such applicant or recipient is found to
have qood cause for refusing to cooperate as determined, by
the State agency in accordance with standards prescribed by
the Sece tar., which standWWd shall take into consideration
the best interestA of the individuals involved: and

(2) provide for eimeri2q into cooperative arrangemmt4 -ith
any appropriate agency or appropriate organizafional unit of any
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agency of the State, or of another State, and with appropriate
courts and law enforcement offiWl (i) to assist the State or local
agency, including the entering into of f4rancial arrangements with
such agency, organizational Unit, courts, and ollcds in order to
conduct or assist in the conducting of the enforcement and collec-
tion of rights to support or payment assigned under this section,
and (il) with respect to any other matters of common concern to
suchaency, organizational unit, courts, or officials and the Statc
orloc agency.

(b) Such part of any amount collected by the State under an assign-
ment made under the provisions of this section shall be retained by the
State as is necessary to reimburse it for medical assistance payments
made to such individual on whose beA such assignment was executed
(with appropriate reimbursement of the Federal Government to the
extent of its particpation in the fldnainq of such medical assistance).
and the remainder of such amount cotlected shall be paid to such
individuaL

* $ $ $ St

TITLE XX-GRANTS TO STATES FOR SERVICES

SC 2002. (a)

(15) No payment may be made under this section twith respect to
any f penditsre for the provision of any health related sen-ire if such
ser?"ire Ms provided by an entity whih has failed to comply with a
request wd, by the Seeme"ar. or State agency under section. 2003 (d)
(1), for so long a. such entity remains in noneomplialwe with suph
request.

(16) Any State may refuse to enter into a contract or other arrange-
ment with a provider of services for purposes of participation. under
the program established by th is titte, or otherwise to approve a pro rider
for such purposes, if any person who hao a direct or indirect ownership
or control interest of 5 percent or more in such prmider, or who is an
offer. director, agent, or nanaging employee (as defined in section
1126(b)) of such provider, is a person described in section 1126(a).
and may terminate any such contract, arrangement, or opprmoal if ;t
determines that the prolvder did not fully and arm.'rately make any
disclosure required of it by section 1126(a) at the time the contract or
arrangement was entered into or the approval was given.

PROGRAM: REPORTIX'O

* St t *I *t *t *

SEc. 2003. (d)(1) * * *
*t * t St *t * S

(H) provides that the State's provin.m for the provision of the
services described in section 2002(a)(1) will be in effect in all
political subdivisions of the State; [and]
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(I) provides for financial participation by the State in the
provsion of the services described in section 2002.(a )(.)n.1; and

(J) provides that any entity (tethnaidInit
titioner or a group o practitioner) rein payments for the
provision of health -rellaed services comnplies W~ tmh reqpuaretenMt
of section 1154, and sup plies (within .uch period as may be spec-
ifle$i in regulations by h Secretary or by the 8U(il4 State agency
which administers or supervises Me admintstration of the pktn)
upon request specifically addressed to such entity by the Secretary
or such State agency, respectively, (i) full and complete informa-
tion as to the ownership of a subcontrwtor (as defined by the
Secretary in regulations) with whom such entity has had, during
the previous twelve months, busing transactions in an aggregate
amount in excess of $,5,000, and (ii) full and complete mforma-
ton as to any signifwast businmas transactions (as defined by the
Secretary in regulation) , occurring during the flve-ytear period
ending on the date of such request, between s&uA entity an4 any
trholly owned supplier or between such entity and any subcon-
tractor.

SEcTioN- 332 OF THE PUBLIC HALTu SERVICE ACT

DESIGNATION OF HEALTH MANPOWER SHORTAGE AREAS

SEC. 332. (a) (1) * *

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

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

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

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

(3) The extent to which individuals who are (A) residents
of the area, members of the popu*ti group, or patients in the
medical facility or other pU4ic facility under consideration for
designation, and (B) entitled to have payment made for medizeal
services under title X7III or XIX of the Social Security Act,
cannot obtain such slices because of suspension of physicians
from the programs under such titles.
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(Public Law 94-.505)

AN ACT To authorize conveyance of the interests of the United States In certain
lands In gait Lake County, Utah, to Shriners' Hospitals for Crippled Childrn,
a Colorado corporation.

S S S S S

TITLE I1-OFFICE OF INSPECTOR GENERAL

DUTI S AND RE8PONS[BILITIES

SEc. 203. (a) It shall be the duty and responsibility of the Inspector
General-

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

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

(3) to recommend policies for, and to conduct, supervise, or
coordinate relationships between the Department and other Fed-
eral agencies, State and local governmental agencies, and non-
governmental entities with respect to (A) all matters relating to
the promotion of economy and efficiency in the administration of.
or the prevention and detection of fraud and abuse in, programs
and operations administered or financed by the Department. or
(B) the identification and prosecution of participants in such
fraud or abuse; [and](4) to keep the Secretary and the Congress fully and currently
informed, by means of the reports required by section 4 and other-
wise, concerning fraud and other serious problems, abuses, and
deficiencies relating to the administration of programs and opera-
tions administered or financed by the Department, to recommend
corrective action concerning such problems, abuses, and deficien-
cies, and to report on the progress made in implementing such
corrective action[.]; and

(5) to bring civil actions on behalf of the United States iv
cases of alleged civ7 fraud relatkg to any health. related program
established or totally or partially funded under any pro,'ieoni of
the Social Sewity Act, if no suck civl action hag been initiated
by the Department of Tustice within a period of sia months fol-
lowing a formal referral of suck case of alleged fraud by the De-
p. to the Departmmt of Justice and when suck action is
apprpe in the opinion of the Inspector Geneml.

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

REPORTS

Swc. 204. (a) The. Inspector General shall, not later than March 31
of each year, submit a report to the Secretary and to the Congress
,ummarizing the activities of the Office during the preceding calendar

year. Such report shall include, but need not be limited to-
(1) an identification and description of significant problems,

abuses, and deficiencies relating to the administration of ptvgrams
and operations of the Department disclosed by such activities;

(2) a description of recommendations for corrective action
made by the Office with respect to significant problems, abuses, or
deficiencies identified and described under paragraph (1);

(3) an evaluation of progress made in implementing.reconi-
mendationo described in the report or, where appropriate, in
previous reports; and

( 4)d  a summary of matters referred to prosecutive authorities
the extent to which prosecutions and convictions have

resulted.
Such report shall also include an evaluation of the performance of the
Attorney General in the investigation and prosecution of criminal
.,iolat ions relating to fraud in the programs of heath immrance and
medical assistance provided wnder titles XVIII and XIX of the
Social Secrity Act, and shall include any reeomn nation. ',1th
respect to improving the performance of such activities.

SocTAL SEcuRTrry AMNDxENTS or 1967

INCENTIVES FOR ECONOMY WHILE MAINTAINING OR IMPROVING QUALITY

IN THE PROVISION OF HEALTH SERVICES

SEc.402. (a) (1)
* * * * * * *

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

"(I) to determine whether the services of clincal psycho.
may be made more generally available to persons eligible for serv-
ices under titles XVIII and XIX of this Act in a manner con-
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sistent with quality of care and equitable and efficient administra-
tion[. ; arn.

"$ to develop or denvnstrate improved methods for the in-
veutipation and prosecution of fraud in the p ,ieion of care or
services under the health program, established by the Social Secu-
rity Act.".

SELECTED PROVISIONS OF THE INTER-
NAL REVENUE CODE OF 1954

26 U.S.C. 1-

Subtitle A-Income Taxes

CHAPTER 1-NORMAL TAXES AND SURTAXES

Subchapter F-Exempt Organizations

PART I--GENERAL RULE

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

(i) PROHIBInON OF DiscRM.-ATIo.N BY CirAIN SocIAL CLUBS.-
Notwithstanding subsection (a), an organization which is described
in subsection (c) (7) shall not be exempt from taxation under subsec-
tion (a) for any taxable year if, at any time during such taxable
year, the charter, bylaws, or other governing instrument, or such
organization contains a provision which provides for discrimination
against any person on the basis of race, color, or religion.

"(j) PROFFSSION.4L S ANDARDS REVIEW ORG.4IZAroNs.-For pur-
pos8e of this title, a Professional Standards Review Organizatim,
devignte as such by the Secretary of Health Educatio , and Wel-
fare under the provision of part B of title XI of the Social Security
Act (including an organization designated under section 1154 of suct/
Act) shall be treatedas an organization organized and operated ex-
clutively for charitable purposes.".

[(j)l(k) Cnoss REFmwR.c.-
For nonexemption of Communist-controlled organizations, see sec-

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