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This !.""'responds to your_ on ottrviows altho BoJ.nced Budg!t Actadj=ent 
bit:. that ar. curreruly heing eon:id=<! in C~ognss. At; you know, tho Presid.nt Ls commi'ted 
to n:ode:ating policies in tile B41""ced Bodg¢! Act of1991 that "'" tlllwed or hAve Unintended 
.o",eque_. for Medicare benefieiari"" au. provide:<- The Administration has taken Ol.l!n¢rOUS 

::J~tr;J.ti"le actions to this end and biillevc:s that the Congress should not conclude its firs:: 

session wtU ~. legislative cha.'lges are made. . 


Most: of the A~tiQA",specific pOlicy sugges-J.ons a:ld CQD.()CIJ,l5 'With. tM House' 
end S._ bills have boeu dlscu=:d '" the ....afflevel. and we "ill contiru:e thAt col!..bo,.tion. I 
want to takC\ this opportunity to reswe QUI' oomm.itmem to ~Medicaze reform and eoneem 

. about tho pot<:nti>l effect of the adjllSlm<m bills 00 the .budsct and Medicare truSt fu.~d. 
• 

1lte problems ""~ lif the 1991 Balaaeed Bodg¢! tlct thAt "'" h,ve mutually identified 
are serious erul require lmmediAto 1IO!:ioo. However. tv": greater <mute::s"" .,.. pn;seated by the 
d=ogr.!pbic wi heal1h chIlnges olthe 21" """\my. 1lte doubling oftlle Medi=e P"l'ul.tion in 
the.next 30 yea...'"S and advmces inmedicine wii.} strain Medica."'e~s ability to provIde: basic bea.lth 

~ to "";0" wi people witb. di>:abllill... Thio;' why tho P=idca! dovelope<ta ?Ian to 

,.,.-"gmon erul ~ Modi""", including lUidiag .long... v....m.., voluntlry p=ripdon 

,drug heneti~ '!ll!z pllln """"'"" """ of the Admi.oisU-ation'$ cop prioriti.. 'Ad we hope to work 

with. you '" eusu.... Its pamge in 2000. 


in th= absence ofbroadcr reforms. the Administration continues to believe that ieF,lstloJl , 
to :;on:ecr·prohlems. with the Balanced BUdget Ad. poUci~ $bould bt paid for and not \,I.nd(:rmine 
the so[veucy l:Ji the Medicare tt'i.1St fund. The ?resident's Medicate reform plan ir.clud:d a set of 
propcsais to modenri.z.e ~tional Medicare and reduce COStS wbi¢b would belp in this re-o:arcL 
Other om"". wbich could inclue. appropci.i.te !aX offsetS. could also b. U!Ied. Regardless 0 rthe 
'4ppro~ I strongly t:1lCotxage you to ptQto:rt the prozress we have mad.e i.e. ~tendiag th¢ :,fe or 
the Medicare trust fund and not .reverse the p ~-hic.~ we have worked so hard ttlgcih¢l' to 
a::bie"'fe. 

.- ,. 
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T= ore ,ev<:ral provisions ofthe bills that we have ide:lIified in st.aff disCllSSiot\$ that 
couki be modified or elicnioat.ed. I ~'lUr. to :ci:terate >our ¢Oncem about a furti:ter ,}ow-d.owc. of 
the impl.",..,"";Q. of the _0<1 """,:is!: adjustment "Y""= The BBA r<:quired t!w 
payment.! to managed = plaos be risi<: adjusted. T" ease !!te t:>nsiuon to t!tis system, we 
ptOpCsed. 5-year, grodt:al phase-in "fthe risk adj=nt sysrem. This phase-in forgoes 
appro>:iIna.rcly.$4.5 billion in paymentreductiOIlS that W<l1lld have ooeuaed ifrisk adjustmem 
"'''ete fully ttnplemec:mi hrmedj;uely. The lI.~Payto.e:ctAdvi.$c.ry CooJ1;nis;ion arui other 
expo,.." SIl?p0rt oUl:plOl>:1l>d phose-in. 'l:haoe ""J"'113 aLro bel:ieve thot Medic=. _",. to 
o_y"""",sed 0= pl""- In light Qftbls, .,. tbi!ll: t!w increased paym= to managed care 
pla!'.s "'troll •. " !!lis tlUIIlrlaled $low-down ofrisk adjustment are unwananted at Illis time" 

The !ldministraticn ,"ould aLro support the inclusion Qf language to clarify the inl>llt of 
Congres, for determining 'illl,'eg'" Faymems '" hoopi"", ""'"" OP!) PI'S" A te<bcie.,[ dmft:r.g 
=or in the BBA IJlllp;,-e autbnr'.zi:lg the l'PS 'Y"= h<s produced ""= confusion OYO:' the 
agg::ogale payment foOllllla for !.his s1= The en=ent of c!Jui1}ing language on the subject 
would be mast usoful in el'minating the CGIl..'ilsion cause<! by this dra.'ling ¢ll'Or, 

SEA 7.'3$ m. historic and majOf1 bip.artisa.n achievement. Beeause of its !l1a8llitudc. it is 
not ~u.rpri,ti.."'l.g t1ldt tn.e!"¢ are A number ¢f~catiQns !:ltat,,~ rout"u.ally agree a..~ UI;CCSSary to 
_ .... its uninrend<d and neg;tt!ve coosequ=. The .4Jlni_on looks forwa."<! to 
working with you on those modificarimt; to ensure 1haZ Medk...", continues to provide high-
quality. accessibl. healJh care. . 

-. 
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SUMMARY OF THE 
BALANCE BUDGET REI11NEMEl'/T ACT OF 1999 

TITLE 1- PROVISIONS RELATI:-IG TO PART A 

Subtitle A - Adjustments to PPS Payments for Skilled Nursing Facilities 

Temporary Increase in Payment for Certain High Cost Patients (Section 101) 

Increases payments for 15 patient group payment categories, known as RUGs (extensive ~ervices, 


special care, clinically complex, and 3 rehabilitation groups) by 20 percent for services furnished on or 

after April 1,2000 and before the later of October 1, 2000 or implementation ofpayment refinements 

by HCFA. It also incre'ases the federal portion of the rate by 4 percent increase for FY' 200 I and 

2002, and prohibits the increases from being bujlt into the base federal rates. 


AuthOr1zirus Facilities to Elect Immediate Transition to Federal Rate (Section 102) 

Allows for SNFs to elcct to bypass the transition to the PPS and instead to be paid at the full federal 

rate beginning with their ~ext cost reporting period._ Facilities can elect to be paid the full federal rate as 
of December 15, J999. but the election is not effective for cost report~ng periods beginning before 

January J, 2000. 


Part A Pas:~::Through Payment for Certain Ambulance Services. Prostlll.':ses.)Jnd q,crnothcr-tlpy Drugs 

Giection J03) 

Expands the Jist of services excluded by statute from the SNF PPS to include certain chemotherapy 

items and administration services, certain radioisotope services, certain prosthetic devices, and 

ambulanct: services furnished in conjunction with renal dialysis treatments. It requires 'that any increase 

in total payme~ts that result from ~ese.exc1usions be budget neutral beginning in FY 2001. 


Provision for Part B Add-Qns for Facilities Participating in the l\l}lCMO Demonstration 'Project . 
. [Section 104) 

This provision provides for an extra payment (add-on) for Part B services furnished as part of a Part A 
coveT7d stay for SNFs that participated in the d~onstratjon that tested the SNF PPS system. 

Special Consideration for Facilities ~~rving Specialized Patient Popuiations [Section 105) 

This provision allows Sh"Fs that specialize'in the treatment of AIDS patients j to be paid a 50-50 blend 

of their facUity-specific and federal rates starting with the first cost reporting period beginning after 


. enactment and ending on September 30, 2001, It also requires a Secretarial Report to Congress by 
March 1,2001 on the resource use of AiDS patients to detennine whether adjustmeflts in the SNF 
PPS payment categories (RUGs) are needed to a~c~unt for the special needs of AIDS patients" 

MedPAC Study on Special ~ayment for Facilities Located in Havvaihmd Alaska (Section 106'1 

Requires MedPAC to study SNFs in Alaska and Hawaii to determine the need for a cost~o[·living 


adjustment to. the PPS rates to account for unique circumstances in those two stales, The study is to be 




submitted no later than 18 months after enactment, 

Study and Report Regarding Sll,!te Licensure and Certification Standards and Respiratory Therapv 
Comnetency Examinations (Section J07) 

This provision requires the Secretary to conduct a study t~ (a) identify variations in State licensure and 
certification standards for health care provide:-s administering res~iratory therapy in SNFs; {b) examine 

. State requirements relating to respiratory therapy competency e;<;aminatlons; and (c) determine whether 
regular respiratory therapy examinations or certifications should be required u'nder the Medicare 
program. It also requires a report to Congress on the results of the study.no later than 18 months after 
enactment. 

Subtitle B - PPS Hospitals 

. .. 
Mo'dification in Transition for Indirect Medical Education (IME) Percentage Adjustments rSection Ill) 
This provision increases payment to teaching hospitals for indirect medical education costs by adjusting 
the schedule for decreasing these pa)llnen1s. It sets lME payments at 6.5 percent for FY 2000, 6.25 
percent for FY 2001 and 5.5 percent beginning with FY 2002. . 

Decrease in Reductions for DisQf9poniopate Share H~spitals: Data Cone~tion Rcguiremen't (Section 
112) 
This provision would lessen reductions in DSH payments that are made to hospitals that care for large 
numbers nflow income and uninsured patients. It reduces DSH payments by 3 percent in 2001 
(instead of4 percent) and 4 percent in 2002 (instead of 5 percent), h also requires hospitals to submit 
data on costs incurred by hospitals for prov~ding uncompensated care, including bad debt and charity 
care. 

Subtitle C - PPS-exempt Hospitals 

Wage Adiustment QfPercentjle Cap for PPS~Exempt Howitals (Section 121) 

This provision provides for a wage adjustment of the 75th percentile limit established by the BBA for 

PPS~exetnpt facilities that received their first Medicare payment before October I, 1997. 


Enhanced Payments for Lopg Teun Care aad PsYchiatric Hospitals Until Development of Prospective 
Pavrnent Svstems fgr Those Hospitals (Section 122) . 

This provision increases bonus payments for long-term care and psychiatric hospitals from l.D percent 
to 1.5 percent for cost reporting periods beginning on or after October J~ 2000 and before September 
30,2001; and 2.0 percent for cost reporting periods beginning on or after Octobe:- 1,2001 lmd before 

September 30, 21Xl2. 

Per Discharge Prospective Pavment ·Svsterr. for Lqm~-rem Care HOsbitals (Section 123) 
Requires the Secretary to submit a report to Congress that describes a per discharge prospective 
payment system for long-tenn care hospitals by October 1, 200l. It also requires the Secretary to 
implement a per discharge PPS based on DRGs by October 1, 2002. 

• 
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Per Diem Prospective Pavment System for Psychiatric Hosnitals (Section 12:1) 

Requires the Secretary to submit by October 1 j 200] a Report to Congress on a per-diem PPS for 
psychiatri<: hospitals. It also requires the Secretary to implement by October 1, 2002 a per~diem· PPS 
for psychiatric hospitals. 

Refinement ofPros;pec!ive Payment System for Inpatient Rehabilitation Services (Section 12~) 
Requires the Secretary to implement a per discharge PPS based on functional-related groups. 

Functional-related groups are to be based On impairment, age, comorbidities, and functional capability 
of patien,ts and such other factors that the Secretary deems "appropriate to improve the explanatory 

power of fu-"ctional independence measure - function related groups. It does not preclude the Secretary 
from developing and' implementing n, transfer policy. It also requires the Secretary to submit, within 3 

years of implementation of the PPS, a report to Congress on the impact on utilization and beneficiary 
access to services under the PPS for inpatient rehabHitation. 

Subtitle D'" Hospice Care 

Temporary Increase in Payment for Hospice Care {Section 131) 


Increases the payment update for FY 2001 by 0.5 percent and FY 2002 by 0.75 percent. The 

additional payments are not to be included in the updates after FY 2002. 


Study and Report to Congress Regarding Modification of the Payment Rates for Hospice Care 

(Section 132) 

Requires the GAO to study the feasibility and advisabi1i~y of updating hospice pay~ent rates and the 

cap amount determined with respect to n fiscal year for routine horne care and other services included 


in hospice care. The study shall examine the cost factors used to de1ennine hospice rates and caps, and 

evaluate whether the cost factors used to determine the rates should be modified. eliminated, or 

supplemented with additional cost. 


Subtitle g - Other Provisions 

MedPAC Study on Medicare Payment for Nonphysician Health ProfesSIonal Clinical Training in 
Hospitals {Section 141'1 . 

Requires MedPAC to conduct a study of Medica.re payment policy regarding profeSSional clinical 
trainilig of different classes ofnonphysician health care professionals (such as nurses, nurse 

praCtitioners, physician assistants, allied health professionals, and psychologists). 

Subtitle F * TransitiQnaJ Provisions 

Exception to the Case Mix Index (CMIl for One Year (Section lSI) 

Deems Korthwest Mississippi to have satistied the case rnix index criteria for classification as a rural 

referral center for FY 2000. 
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Reclassification o[Certain Counties for Purposes of Reimbursement Under Medicare (Section 152) 

Deems hospitals in Iredell County~ North CaJ:oHna to be located in Chariotte-Gastonia~Rock 
Hill-North Carolina-South Carolina MSA. Deems hospitals in Orange County, New York to be 
included in New York, New York MSA. Deems hospitals in Lake County, [ndiana and Lee County, 
minois to be Jocated in Chicago. Hlinois MSA. Deems hospitals in HamHton~Mlddietown, Ohio to be 
located in Cincinnati, Ohio-Kentucky-lndiana MSA Deems hospitals iocated in Brazoria County, 
Texas to be located in Houston, Texas MSA. Deems hospitals in Chittenden County, Vennont to be 
located in the B()ston-WorcesieT-Lawrence-Loweil~Brock:ton. Massachusetts- New Hampshire MSA. 
Hospitals in these counties are deemed to be part of the spe<;ified MSAs for FY 2000 and FY 2001. 

Waee Index Correction (Swtion 153) 

Requires the Secretary to· recalculate the Hattiesburg, Mississippi MSA for FY 2000 by'including FY 

1996 wag. data from Wesley Medical Center. 

Calculation and 6rmJicatiQfl of Wage Index Floor for a Certain Area (Section 154) 
Requires the Secretary to'recalculate the wage index for the Allen1own-Beth'lehem~Easton MSA for 
FY 2000 and 2001 by including the wage data from Lehigh Valley Hospital. For FY 2001, for 
calculating and applying the wage index, Lehigh Valley Hospital lS treated as being classiiicd in the 
Allentown-Bethlehem-Easton MSA. 

'Special Rule for Certain Skilled Kursing Facilities (Section 155) 
Establishes special payment rates for skilled nursing facilities in Baldwin or Mobile County, Alabama for 
FY 2000 and FY 200J. 



·. 


TITLE 11- PROVISIONS RELATING TO PART B 

Subtitle A - Hospital Outpatient Services 

Outlier Adjustment And Transitional Pass-Through For Certain Medical Devices. Drugs And Biologic 
Agents (Section 201M, (bl, (0), (d) and (ill 
Outlier Adjustments ~ This provision provides additional payments for "outlier" services that cost more 
than a given threshold (taking into account any transitional pass-through payments described below). 
Thc'threshold IS to be established by the HHS Secretary. The additional payments are to cover the 
marginal cost of care beyond the threshold. These payments in total can be no more than 2.5 percent of 
total program payments for outpatient hospital services for each year before 2004 and no more than ): 
percent in s,ubsequent years. For services furnished before January l, 2002, outlier payments 'may be 
based on costs for all services included in a bin for a patient submitted by an outpatient department, 
rather than for a specific outpatient service. In addition, the cost ofservites furnished to a patient may 
be based on an aggregate cost-to-chargc ratio for the ~ntire hospital, rather than cost-tn-charge ratios 
for specific departments within the hospital. 

, Transitional Pass-Through Payments - The provision also creates "transitional pass-through payments" 
for specific items in the outpatient setting. 'This means Medicare can, temporarily. pay above and 
beyond the prospective payment rate for orphan drugs. cancer therapy drugs,_ biologic agents, 
brachytherapy, radiopharmaceuticals. and new medical devices r drugs and biologic agents. New 
medical devices, drugs, and biologic agents shan receive a pass~through payment only if the cost is not 
insignific:mt in relation to the OPD fee schedule amount. For drugs and biologic agents, the 
pass·through payment wit[ equal the difference between the otherwise applicable portion of the OPD 
PPS payment related to the drug or agen~ and 95 percent afthe a"verage wholesale price. For devices, 
the p<t..-;s-through payment wifl equal the difference between that portion ofthe:OPD PPS payment 
related to the device and the hospital's cost for the device (detennined based on adjusting charges). 
Pass-through payments are Ijmite~ to a period of two to three"years. Total additional payments cannot 
exceed 2,5 percent of total program payments for outpatient hospital services for each year before 
2004 and no more than 2 percent in subsequent years. If the Secretary estimates; before the beginning 
ofth~ year, that total pass-through payments for the yea: will exceed those caps, tbe Secretary shall 
reduce pro rata the amount of each pass-through payment to ensure the limit is not exceeded. 

Budget N~utrality ~ These outlier and pass-through payments must be made in a budget neutral manne: 
so that they generate no increase or decrease m total payment for outpatient hospital services. 

No Impact on Copaymcnts ~ The outlier illld passwthrough payments shaH have no effect on beneficiary 

copayment ~ounts, 

Limitation on Judicial Review for New Adjustments - The foHewing components of the outlier 
adjustments shall not be subject to administrative or judicial review: the threshold for detem1ining 
whether aservice shall receive an o.utIier payment; the marginal cost ofcu!'e beyond the threshold; and 
the percentage used to limit aggregate outlier adjustments. The following components of the transjtional 



pass-through payments shall not be subject to administrative or judlcial review: the detennination of 

insignificance of cost for new devices, drugs, and bioiogic agents~ the duration of additional payments; 

the portion of the OPD fee schedule amount associated with particular devices, drugs, or bt~logicals~ 


and the application ofany pro rata reduction to ensure that the aggregate limit is not exceeded. 


Inclusion of Certain Implantahle Items Under System (Section 201 (eD 


Requites implantable prosthetic devices) implantable durable medical equipment, and any implantable 

items associated with diagnostic tests to he paid for under the outpatient prospective payment system 

when furnished 1n a hospita1 outpatient department. Such an implantable item must be classified to the 

group that includes the servlce to which 1t relates, 


Authorizing Pavmcnt Weights Based on Mean Hospital Costs (Section 20UD:) 

Allows the HHS Secretary to base pa}'lllent weights for the OPD PPS on mean hospital costs. 


Limiting Variation of Costs of Services Classified With a Group (Section 2Ql(&)) 

Stipulates that in classifying services to groups, the highest median cost for an item or service within a 

group can not exceed two times the lowest median cost for an item or service wit~n the group. The 

Secretary may make exceptions in unusual cases, such as for low volume items and services, but may 

not make exceptions for orp~an drugs. 


Annual Jl&view ofOPD PPS Components (Section 20l(hll 

ReqUires the Secretary to review components ortlle OPD PPS not iess often than annually. 


Extension ofPaymenl Provisions Q(Sectlon 4522 ofBBA until Implementation ofPPS (Section 

20 I (k)) 

This provision would extend the I 0 percent reduction in payments for hospital outpatient capital and the 

5"8 percent reduction for outpatient services paid on a cost basis beyond 1999 until such time as the 

outpatient prospective p,ayment systcm.is implemented. 


Congressjnnal Intention ReQardine Base Amounts in 8wiying the HOPD PPS (Section 201(1)) 

This provision authorlzes the Secretary to determine the total amount ofbeneficiary copayments that 

were estimated to be paid for outpatient hospital services in 1999~ without regard to the provision in 

prior law prescribing the manner in which this calculation was to be done, Instead, the provision 

requires only that th~ Secretary detennine such amount in a budget neutral manner with respect to· 

aggregate payments to hospitals. 


StudY of .r.:~ylivery of Inlravenous lmrnune Globulin (lV1G) Optside ·Hosoitais and Physicians' Offices 

[Section 201(n» 

Requires the Secretary to study the extent to which intravenous immune globulin {IVIG) 'Could be 

delivered 'L."1d reimbursed by Medicare outsi.de ofa hospital or physician's office. 


. . 
EstablishIng a Trans.i!jonai Corridor for Application of OPD PPS (Section 2Q2) 

Transitional Corridors ~ Establishes transitional corridors until January 1,2004 for the OPD PPS to 
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limit losses in payments under the OPD PPS. A formula is established so that hospitals receive 
additional Medicare payments if the amount they receive under the OPD PPS in relation to their costs is 
less than ,their payment to cost ratio in 1996, The 1996 payment to cost ratio is calculated as if the 
fonnula driven overpayment, whlch was eliminated in the Balanced Budget Act, effective on October 1, 
1997, were eliminated in 1996. These transition,al payme~ts have no effect on beneficiary copayments 
and are nol subject to budget neutrality. 

In order to determine transitional payments, a comparison is made between a hospitars' payments 
(including cost-snaring) under the prospective payment system in a given year (the PPS amount) and 
the hospital's costs in that year multiplied by the hospital's 1996 paymen.t to cost ratio (the pre~BBA 
amount), 

For OPD services furnished under the PPS before 2002\ ifll hosoita\'s PPS amount is: 
- between 90 percent and 100 percent of the pre-BB~ amount, 80 percent of that Joss will be made up 
by additional Medicate payments, 
- between 80 percent and 90 percent of the pre-BBA amount, the hospita:i will receive additional 
payments equal to the amount by which 71 percent of the pre-BBA amount exceeds 70 percent of the 
PPS amount. 
- between 70 percent and 80 percent.ofthe pre-BBA amount, the hospital win receive additional 

" payments «~qttal to the amount by which 63 percent of the pre-BBA amount exceeds 60 percent of the 

PPS amount. 
. - less than 70 percent oftlJe pre-BBA amount, the hospital will receive additional payments equal to 21 

percent of the pre-BBA amount. 

tn 2002, if the hospital's PPS amount is: 

- between 90 percent and 100 percent of the pre-BBA amount, 70 percent ofiliat loss will be made up 

by additional Medicate payments. 

- .between SO percent and 90 percent of the pre-BBA amount. the hospital will receive additional 

payments equal to the amount by which 61 percent of the pre-BBA amount exceeds 60 percent of the 

PPS amount ' 

- Jess than 80 percent of the pre-BBA amount, the hospital will receive additional payments equal to 13 

percent of the pre-BBA amount. 


In 2003, if the hospital's PPS amount is: 

~ between 90 percent and 100 percent ofthe pre-BBA aJ}1ount, 60 percent of that loss will be made up 

by additi.onal Medicare paynl.ents. 

-less thap 90 percent of the pre-BBA,amount, the hospital will receive additional payments equal to 6 

percent of the pre~BBA amount. 


Temporary Treatment for Small Rural Hospitals - Ifa hospital with not more than 100 beds is located 

in a rural area. Medicare payments shall be increased to that hospital to ensure that their PPS amount is 

no lower than their pre-BBA amount for each year before 2004. 


• 



Pennanent Treatment for Cancer Hospitals -In the case ofcancer hospitals, Medicare payments shall 
be increased to ensure that their PPS amount in each year is no lower than, their pre-BBA amount. 

Study and Reoon to Congress Regardin2 the Special Treatment of Rural and Cancer Hospitals in 
Prospective Payment System for Hospital Outpatient Department Services (Section 203) 

Limitation on Outpatient Hospital Copayment for A Procedure to the Hospital Deductible Amount 
(Section 204) 
Caps beneficiary cQpayments for outpatient services under the prospective payment system to the 
doHar amount of the deductible for an inpatient ·hospital stay (under Part A) with Medicare making up 
the difference between the limited copayment amount and the otherwise applicabie copayment amount. 

Subtitle B • Physician Seryices 
,MQQificatio!] ofLJDdllte Adjustment Factor Provisions to Redu£e Oscillations imd Require Estimate 
Revisions (Section 211) 
Stabilizes the formula for updating physician payment rates. It moves the SGR'target for total physician 
spending, which is userllO adjust inflation updates, to a calendar year basis, beginning with 2000. It 
requires, within 90 days from enactf!1ent, a Federal Register notice on factors re1ating to the transition of 
the SGR from a fiscal to a calendar year basis. including the SGR for 2000. It modifies the update 
adjustment factor to blend 75 percent of the difference between actual and target expenditures in tJIe 
previous year. and 33 percent of the cumulative difference between actual and target expenditures. To 
promote budget neutrality, it provides ::;peciaJ adjustments of-0.2 percent for 2001 thro~gh 2004 and 
+0.8 percent for 20.05. It requires the SGR to be revised based on later. data available by September 
1st of the year of the revisio'1, It includes a transition provision for years in which. the SGR is revised .. 
After the transition, each November 1st, the Secretary must publlsh the SGR for th~ fo.llowing year and 
revise the SGR for the current year and two preceding years. The SGR for the third preceding year 
would be final. 

Subtitle B - Physician Services 
Modification ofUodate Adjustment Factor Provisions to Reduce Oscillations and Require Estimate 
Revisions (Section 211) 
Stabilizes ihe fonnula for updating physician payment rates. It moves the.SGR target for total physician 
spending. \vhich is used to adjust inflation updates. to a calendar year basis. beginning with 2000, It 
requires, within 90 days from enactment, a Federal Register notice on{actors relaHng to the transition of 
the SGR from a fiscal!o a calendar year basis, including the SGR for 2000. It modifies the update 
adjustment factor to blend 75 percent of the difference between actual and tnrget expendltures in the 
previous year) and 33 percent of the cumulative difference between actual and target expenditures. To 
promote budget neutraJitYt it provides special adjustments of ~O,2 percent for 2001 through 2004 and 
+0.8 percent for 2005. It requires the SGR to be revised based on later data available by September 
I st of the ycar of the revision. It includes a transition provision for years in which the SGR is revised, 
After the transition, each November I st, the Secretary must publish the SGR for the following year and 



revise the SGR for the current year and two preceding years. The SGR for the third preceding year 
would be final. 

Requires a Federal Register notice by November 1 of each year, beginning with 2000, publishing the 
update, conversion factor, and allowed expenditures that will apply for the next year. It requires, by 
Marcb 1 of each year beginning with 2000, that an estimate of the next year's sustainable growth rate 
and of the conversion factor and the data used in making the estimate be made available to the 
Medicare Payment Advisory Commission (MedPAC) and the public. It requires MedPAC to include 
in their June 15t annual report to Congress a review of the estimate of the conversion factor for the next 
year. 

Requires the Agency for Health Care Policy & Research to study: (1) ways to accurately estimate the 
impact on Medicare physician expenditures from: (a) improvements in medical capahilities; (b) 
advances in technology; (c) Medicare demographic changes; and (d) changes in geographical locations 
where heneficiaries receive services; (2) th~ rate of use of physician services in the original M.edicare 
fee-for-serhce program.among beneficiaries between ages 65 and 74, 75 and 84, 85 and over, and 
djsabt~'beneficiaries under age 65; and (3) other factors th~it may reliably predict Medicare 
fee-for-service use of physician services. The Secretary must report to Congress within 3 years of 
enactment. MedPAC must report to Congress, within 6 months of the Secretary's report to Congress, 
including an analys!s and evaluation of the Secretal)'!s report and recommendations, 

Use ofDatl Colle.cted by Organizations and Entities in Determining Practice Expense Relative Values 
(Sectiou-2121 
Requires a process to accept and use data cotIected or developed outside HHS to supplement HHS 
data in dete:rmlning practice expense rclative values. An interim final regulation mllst be published so 
such data can be used in computing practice expense relative value unhs for 2001. It requires that 
publication of the estimated and final updates for 2001 and 2002 include a description of the process 
for using external data in adjusting relative yuIue units.1t must also describe thf? extent to which such 
external data have been used, particularly where the data otherwise used are not based on a large 
enough sample to be statistically reliable, 

GAO St~dv on ResourceS ReQuired to Provide Safe and Effective Qutpatien~ C~c~r Therapy,SSection 

£ill 
, Requires the GAO to conduct a nationwide study to determine the physician and non-physician clinical 
resources necessary to provide safe outpatient cancer therapy services and the appropriate Medicare 
payment ,rates. The GAO is required to: (1) detennine the adequacy ofpractice expense relatjve value 
units associated with the use of those clinical resources; (2) detemiine the adequacy of work unilS in the 
practice expense formula; and (3) assess various standards to as..I)ure the provision of safe outpatient 
cancer therapy services. GAO is to report to Congress on these issues. and include a cost estimate of 
their recommendations. 

Subtitle C -Other Serviees 

-
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Revision of PrQvisions Relating To Therapv Services· Section 22..ll 
2-Year MOTatorium on Caps ~ Suspen~s the annual payment limits for therapy services for 2 years -
2000 and 2001. 

Focused Medical Reviews ofClairns - Requires the Secre~ary, during the 2-year suspension, to 
conduct focused medical reviews of therapy claims, with im emphasis on claims for services 10 skille~ 
nu.rsing facilities. 

Revision ofBBA Report - Requites the Secretary to submit a report, by January 1. 2001, including 
recommendations on: (a) the establishment of a mechanism for assuring appropriate utihzation of 
outpatient therapy services; and (b) the establishment of an alte:native payment policy for such services 
based on classification of individuals by diagnostic category. functional status, prior use of services, and 
other criteria determined appropriate by the Secretary. Tbe report shall recommend how such a policy 
can be implemented in a budget-neutral manner . 

. Study and RePort on Utilization - Requires the Secretary to conduct a study} by June 30) 2001, which 
compares utilization patterns of therapy services provided on Or after January 1,2000 with utilization 
patterns for services. provided in 1998 and 1999. The Secretary is required to review a statistically 
significant number of claims. The report must include recommendations for legislation that the Secretary 
detennines to be appropriate. 

Referrals by Optometrists - Allows optometrists to refer patients for therapy services as well as 
establish and review the plan of care. 

Update In Renal Dialysis Compqsite Rate (Section 222}. 
Increases all composite rate payments in the year 2000 by 1.2 percent above 1999 payment rates. 
Increases year 2001 composite rate payments by j.2 percent above 2000 rates. Sunsets OBRA 1986 
language (as amended by OBRA 1989 and 1990) which sets current composite rate. OBRA 1986 
composite rate setting language is no longer effective as of January 1,2000. Requires MedPAC to 
study tbe difference in payment for home and facility hemodialysis and make recommen-dations 
regarding potential changes. Due 18 months after enactment. 

Implementation of the Inherent Reasonableness OR) Authority !Section 223) 
The Secretary may not use or permit fiscal intennediaries or carriers to use the IR authority until after 
tbe GAO releases areport on lR requested on March 1. 1999 and the Secretary'publishes a notice of 
final ru1e.making. This final rule must take jnto account hoth the GAO report and the comments that 
were received in response to the interim final rule. In th.e final rule, HCFA must reevaluate the 
appropriateness of the criteria for determining whether payments are excessive or deficient that was 
used in the: interim final rule and take appropriate steps to ensure [he use of valid and reiiable data when 
using the IR authority. 

Increased Reimbursement for Pap Smears (Section 2241 



Requires the Secretary to establish a national minimum payment amount forall diagnostic and screening 
Pap smear technologies approved by the Food and Drug Administration (FDA) as a primary screening 
method for detection ofcervical cancer, The minimum payment amount shall be $14.60 for tests 
ftunished In 2000, and lfi subsequent ye.1fs. the amount would be updated along with the rest of the 
clinical laboratory fee scheduie. Expresses the sense of Congress that HerA has be~n slow in 

~ providing incentives for use ofnew cervical cancer screening technologies. and should institute an 
appropriate payment increase for such technologies that havt; been approved by the FDA and that arc 
significantly more effective tha.'1 conventio'nal Pap smears. 

Refinement of Ambulance Services Demonstration PtQlcct (Section 225) . . 
Requires the Secretary to publish a request for proposals for the demonstration by July 1,2000, and. 
amends the demonstration payment formula by authorizing the Secretary to establish a budget-neutral 
first~year capitated payment rate based on tne most current available data, \>\->jih payment in subsequent 
years adjusted for inflation, 

Phase-In of PPS for Ambulatory Surgical Centers (Section 226) 
If the new payment rales are implemented for ambulatory surgical centers prior to incorporating data 
from the 1999 cost survey, the Secretary would be required to phase in the new rates. In the first year, 
no more th,m one-third of the payment could be based on the new rates; thus, two-thirds or more 
would be based on the current rates. In the next year. no more than two-thirds could be based on the 
new rates; thus, one-third or more would be based on the current rates. 

Extension of Medicare Benefits for Immunosuppressive Drugs (Section 227) 
Increases the number of months of coverage of immunosuppressive drug therapy for post-transphmt 
beneficiaries by 8 months, from 36 to 44 months, for the year 2000, for individuals who exhaust their 
36 months (}f coverage duri~g that year. 

For individuals who exhaust the 36-momh peri~d for i1!lffiunosuppressive drugs in calendar year 2001. 
the statute provides for 8 momhs (or more) of additiona1 coverage, The Secretary must specify what 
any increase in the number of additional months of benefits beyond 8 months will be by May 1, 2001. 

For beneficiaries who exhaust the 36-month period in 2002, 2003 and 2004, the number of additional 
months of benefits may he more or less than 8 months, The Secretary must specify what the number of 
additional months ofbenefits win be for each of these years by May 1 of the preceding year. 

The Secretary must compute the number of additional months of coverage for 200] through 2004 (if 
any) using :tt'propriate actuarial methods and make such computation so that, based on the best 

,available, data at the time the computation is made, the total expenditl:res for the additional months for 
FY 2000 te.rough FY 2004 do no exceed $150 million: The Sec~ary is directed to seek to provide 
for a level number ofmonths of extension for FY.2001 through FY 2004, The Secretary is required 
to make an annual adjustment in the number of months ofextension applicable to 200! through 2004, 
to l~e extent necessary; based on differences hetween actual and estimated expenditures consistent 
with the $1 :)0 million five-year figure. 



For the year 2000. for Medicare+Choice plans. the Secretary is required to treat the additional months 
ofcoverage in the same manner that a nmionaJ coverage determination is treated. 

The Secreu:~ry must issue a report .to Congress by March J, 2003 including an a:1ulysis of the impact of 
the extension provision, and recomm~ndations regurding an appropriate cost~effective method of 
providing coverage of immunosuppressive drugs under Medicare on a pennanent basis. 

Temporary Increase in Payment Rates for Durable Medica! Eqyipment (DME) and Q;ugen (Section 

ml 
The payment amount for the covered items shall increase by 0.3 percent in 2001 and by 0.6 percent in 
2002. Thes:! increases would affect payments only in the year specified. 

Studies and Reports {Section 2.2.21 
Requires the fcHQwing studies: 
- MedPAC dtudy on the c()st~effectiveness ofcovering post~surgjcal recovery centers 
- AHCPR study comparing the differences in the qualily ofultrasound and other imaging servi.ces 
provided by credentialed and 
non~credentjaled individuals· 
~ MedP AC study of the regulatory burden placed on providers by the FFS Medicare system 
- GAO study ofDepart men I ofJustice's use, of the False Claims Act 



TITLE III - PROVISIONS RELATING TO PART A AND B 


Subtitle A - Hume Health Services, 

Adjustment to Reflect A~ministrative Costs NQJ lnclude~ in the Interi;n Payment System: GAO Report 
on Costs ofCQmpliance with OASIS Data com~ction Requirements (Section 30Il 
An horne health agencies will be paid $10 per '"ledicare beneficiary served during each agency's Cost 

reporting period beginning in FY 2000 to help cover the 'cost of complying with the OASIS 
requirements. They will be paid about half of this amount by April]. 2000 and the rest upon settlement 
ofeach agency's cost report. 

GAO win conduct a study of the costs incurred in complying with OASIS, and analyze the impact on 
patient privacy. The report must be submitted to Congress within 180 days ftom the dale of enactment, 
and the HHS Secretary must comment on the repQrt The GAO wiil. no later than 180 days foHowing 
receipt of this report, submit audit findings on the cast incurred by agencies in collection of OASIS 
data,' . 

Delav in the Application of 15 Percent Reduction in Payment Rates for Home Health Services VntU 

One Year After Implementation ofProspectlve Payment System (Section 3Q2) 

This provision delays the 15 percent payment'reduction until one year after implementation oflhe home 

he~lth prospective payment system (PPS). The provision also eliminates the requirement for a 15 

percent reduction if the PPS does not Occur. Six months [Onow1ng implementation ofihe PPS, the HHS 

Secretary IS required to submit a report to Congr:ess analyzing the need for the 1,5 percent reduction, or 

for any reduction in base payment amounts for home health services under the PPS. 


Increase in the Per Beneficiary Limits (Section 303) 

Home health agencies subject to the per beneficiary payment ,limit. but that fall below the national 

median, will receive a 2 percent increase in the per beneficiary. limit for cast reporting periods starting 

during or afler FY 2000. 


!=Iurification of Surety Bond Requirements (Section 304) 

Medicare home health agencies must have surety bonds for the lower of ~50,OOO or, 10 percent of the 

aggregate amount ofMedicare and Medicaid payments to the agency for that year. Agencies are 

required to have a surety bond for 4 years, or if there is a change in ownership or control of the agency 

for an, additional period that the Secretary detennines appropriate (nol to exceed 4 years from the 

change). Home health agencies now can obtain a single bond for both Medicaid and Medicare 

business, so long as the bond guarantees return of overpayment under both programs. 


Refinement of Home Health AgQcy Consolidated i3iHing (Section 305) 

Allows sappliers to bill Medicare directly for items provided to a beneficiary receiving home health 

services, 


Technical Amendment Clarifying AppJicabJe Market Basket Increase for PPS (Section 306) 



Ensures that the inflation adjustment (market basket update) for home health wiil occur in both 2002 


and 2003. 


Study and Report: to Congress Regarding 1he EXemption of Rural Agencies and Populations from 

Inclusion in the Home Health Prospective PaYment System (Section 307) 

The Medicare Payment Advisory Commission is required' to submit a report 10 Congress, including 

legislative recommendations, no later than 2 years from enactment on the feasibility and advisability of 

exempting rural home health agencies from the prospective payment system. 


Subtitle B ~ Direct Graduate Medical Education 

Use QfNgtional Average Payment Methodologv In Computing Direct Graduate Medical Education 

,eavments (Sectioo 31 J) 


Per~resident payment amounts are increased for hospitals below 70 percent of a geographically 

adjusted national average, to 70 percent of that average.lfa hospital's per-resident amount for a given 

-cost reporting period exceeds 140 percent of a geographically adjusted nalional average, then the 

update for the next cost reponing period is zero for FY 2001 and FY 2002, and Consumer Price index 

minu, 2 percentage points (but not below zero) for FY 2003 through FY 2005. Hospitals with 

per-resident payment amounts between 70 percent and 140 percent of a geographically adjusted 

national average would continue to receive current payment amounts and scheduled updates, 


Initial Residency Period for Child Neurology Residency Training Programs {Section 312'1 

Allows pedia~ric neurology residents to be counted as a full resident for five years. Requires MedPAC 

to include, in its March 2001 Report to Congress, recommendations regarding the appropriateness of 

the initial residency period for other residency training programs in a specialty that requires preliminary 

years of study in another specialty. 


BaA Technical Corrections (Section 321) 

Makes spelling and cross reference corrections in the B~A related to Medicare Part A and Part B, 

Medicare+Choice, and l:IIPAA . 


• 




TITLE IV-RURAL PROVIDER PROVISIONS 

Subtitle A • Rural Hospitals 
Permitting Reclassiftcation Q[Certain Urban Hospitals as Rural Hospitals (Section 401 'i 
Permits urban hospitals to be reclass"ified as rural hospitals jfthey are: (1) located in a rural census tract 
ofan urban metropolitan statistical area (as detennined by the most recent Goldsmith Modification), (2) 
located in any area designated by state law or regulation as rural; (3) located in an urban area but 
otherwise would qualify as a rural, regional or national referral center or a sole cortlmunity hospital; or 
(4) other criteria specified by the HHS Secretary. HHS must act on applications for reclassification 
within 60 days. 

Update of Standards Applied for Q!(2graphic Reclassification for Certain Hospitals (SectiOn 4Q,) 

Allows more current Census data to be used in reclassification criteria for hospitals located betwe'en 

1'\\'0 Metropolitan Statistical Areas (MSAs). [n FY 2001 and 2002 hospitals may choose to use either 

1990 or 1980 census data. Starting in FY 2003, the most recently published Census data will be used. 


improvements in the Critical . .b.cccss Hospital rCAR'1 Program (Section 403) 

Makes several changes that expand'the Critical Access Hospital program. It: (a) changes average 

length of stay requirements to an average 0[96 hours~ (b) extends eligibility to for-profit hospitals; (c) 

extends eligibility to hospitals that closed or dmvnsized within the last 10 years; (d) aliows billing for 

outpatient services based on an all-inclusive rate that COvers both facility and professional servlces 

(subject to the physician fee schedule); and, (e) eliminates coinsurance and deductibles for olltpatient 

clinical laboratory services, '*;lld establishes payment for these services based on the fee schedule, 


Five Year Extension QfMedicare Dependent Hospital (~DH) Program (Section 404) . 

Extends the enhanced payment system for Medicare dependent hospitals for another five years. 


R~I1i1iing for Certain Sole Community Hospitals (SCB) (Se<tigq 405) 

Permits sole community hospitals to be paid a rebased target amount hased on their FY! 996 costs. A 

transition to the 1996 target amount is provided:.FY 2001 - 25 percent rebased target amount. 75 

percent previous target amount; FY 2002 - 50 percent rebased target amount, 50 percent previous 

target ainount~ FY 2003 - 75 percent rcbased target amount, 25 percent prc\.rJ.ous target amount; and, 

FY 2004 - 100 percent rebased target amount . 


Qne-Year Sole Community Hospital Payment Increase (Section 406', 

This pro~'isi()n gives sole community hospitals a one-year payment increase by providing an update Qf 

the full market basket percentage increas~ for FY 2001, 


Increased Fkxibility in Providing Graduate Physician Training in Rural Areas (Section 407) 

Thi.s provision: (1) expands the number of residents Medicare wiiI pay for in rural hospitalS by 30 

pcrcent~ (2) ;.tHows non-rural facilities tha: operate separately accredited rural training programs in rural 

areas, or that operate accredited training programs with integrated rural tracks, to also increase their 

resident limits. as determined by the Secretary; (3) allows hospitals to increase their residency caps by 


• 
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up to three ifa primary care resident was on approved leave during the 1996 cost reporting period 
used to determine the cap; a.nd (4) allows a resident who was at a Veterans' hospital and then 
tran.sferred to a non-Veterans' hospital between January 1, 1997 and July 3l, 1998; to be included in 
the residency cap at the non-Veteran's hospital. 

Elimination of Certain Restrictions ,\lith Respect to Hospital Swing Bed Program (SectIon 408) 
EHmmates the requirement to obtain a stale certificate of need to use acute care beds as "swing beds" 
"for long-tenn care patients. It also eliminates constraints on the Jength of stay in swing beds for rural 
hospitals with 50-100 beds. 

Grant Prog:-am for Rum; HQWital Transition to Prospective Pavment (Section 4Q9) 
Lets rural hospitals with less than 50 beds apply for grants of as much as $50,000 to make data 
systems upgrades (both hardware and software) for new pr~spective payment systems. Requires the 
Secretary to report to the House Ways and Means Committee and the Senate Finance Committee at 
least annually on the grant program, with a fin~l report no later than 180 days after the completion of all 
of the projects for which the grants are made. 

GAO Study on Qeo!!XllQhic Reclassific.tion (Section 4JQl 
Requires the General Accounting Office .£0 study the effects ofgeographic reclassification of hospitals to 
determine the appropriateness for applying Medicare wage indices and whether the reclassifications 
result in more accurate payments for all hospitals. The study is to evaluate: (1) the effect of 
reclassification on rural hospitals that do not reclassify; (2) whether the current thresholds used in. 
geographic reclassification reclassify hospitals to the appropriate labor markets; (3) the effect of 
eliminating geographic reclassification through use of occupat:ona! mix data~ (4) group reclassification 
policy; (5) changes in the number ofreclassifications and the compositions of the groups~ (6) the effect 
of State~specific budget neutrality compared to national budget neutrality; and (7) wncther sufficient 
controls exist over the intermediary evaluation ofwage data reported by hospitals. The report is due to 
Congress no laler than 18 mortths after date of enactment. 

Subtitle B - Otber Rural Provisions 
MedPAC Study of Rural Provjders (Section 411) 
Requires the Medicare Payment Advisory Commission (~edPAC) to evaluate the special payments 
and payment methodologies es~ab1ished for rural hos.pitais, including their impact on beneficiary access 
and quality of services. The report is due to Congress no !ater than 18 months after date of enactmcI1L 

, 

Expansi,~m of Access 1.0 Paramedic Intercept Services in Rural Areas (Section 412) 
Requires areas designated as rural hy any Slate law or regulation, or that are located 1n a rural census 
tract of a ~1etrop.oiitan Statisticat Area (as deteJ.111ined by the most recent Goldsmith MOdification), to 
be treated as rural by Medicare in payment for paramedic in1ercept services. 

PrQrnoting. ~r9mpt Implementation oflnformatics, Telernedicine. andJ~Q1!cation Demonstration Project 
I'Section 4 I 3'I 



Requires HHS to a\vard n contract within three months of enactment for a four-year telemedicine 
demonstration project for benefidaries with diabetes who reside in medically undersen'ed rural und 
irmer-city areas. The award must go to the applicant with the best technical proposal as of the date of 
enactment The provision also c1arines that the underserved are'as that qualify for the demonstration 
must be federally designated IImedicaliy underserved areas or health professional shortage areas" at the 
time of beneficiary enrollment in the demonstration. It establishes that the telemedicine provider must be 
a "telemedicine network." Deletes a limit on payment at 50 percent of reasonable oost and instead 
allows payment be made for reasonable costs related to provision of these services. It requires the 
demonstration to bear alJ costs and bars costMsharing by beneficiaries. 



TITLE V - MEDICARE+CHOICE & OTHER MAl'lAGED CARE 

Subtitle A - Provisions to Accommodate and Protect Medicare Beneficiaries 

Changes in Medicare+Choice Enrollment Rules (Section 5Q11 
Gives beneIiciaries the option of access to an alternative Medicare+Choice plan and Medigap, either 
within 63 days of receiving notice from their plan that the pian is leaving the program, or within 63 days 
ofwhen theiT coverage is terminated. Beneficiaries exercisir.g the first option must disenrotl from toe 
Medicare+Choice plan before their coverage is terminated. Institutionalized persons would be 
permitted to enroll iry a Medicare+Choke plan or change from one plan to another. at any time that a 
plan is accepting new enrollees. Pennits a Medicare+Choice plan that is reducing its service area to 
offer its enroHees, in all or part of the affected area, the option of staying 1n the plan 50 long as the 
~t?I0Uees agree to obtain aU bas~c services (except for ~rgent or emergency services) exclusively 
through the plan's providers located in the plan's reduced service area. This is permitted only if no oth~r 
Medicare+Choice plan is available at the time the plan elects to provide this option to its enroHees: 

Change in Effective Date of Elections and Changes of Elections of Medittare±Choice Plans (Section 

502) 


." A beneficiary's decision to change .Medicare+Choice plan election~ made after the 10th day of each 
month will not become effective until the first day of the second calendar month after the election is 
made. 

2-Year Extension of Medicare Cost Contracts [Section 503) 

Changes the date after which cost contracts cannot be renewed to December 31, 2004. 


Subtitle B ~ Provisions to Facilitate Implementation of the M+C rrogram 

Phase-in Qf New Risk Adjustment Methodology: ~tudies and Reports on Risk AruU$lment (Section 

.ill) . 


Changes the phase~in schedule for risk adjustment of Medicare+Choice payments. Provides that 
payments shaH be based on 10% of the new risk adjustment methodology i~ 2000 and 200l and no 
m.ore than 20% in 2002. Requires :YiedPAC to study and make recommendations to Congress by 
December 1) ::000 on several aspects of the risk adjustment methodology, Requires the Secretary of 
HHS to study and report to Congress by January I, 200l on re(iucing cost and burden on managed 
care organizations in complying with the reporting requirements on encounter data for im.plementation of 

risk adju$tment. 

Encouraging Offering of Mcdicare+Choice Plans in Areas Without Plans {Section 512) 

This provision increases Mcdicare+Choice payments ill areas where enrollment in a Medicare managed 


. care plan has 110t been offered since 1997 or for which all J'vledicare+Choice organizations serving the 
area filed notice by October 13, t999 that they would no longer provide service in the area as of 
January' It 2000, Payments are increased by an additional 5% for the first 12 months the plan is offered 
and by an additional 3% for the second 12 months the plan is offered. The bonus only applies to plans 



which are first offered during the 2-year period beginning January t. 2000, and to the first plan 

approved iIi any given area unless more than one plan is approved on the same date. These payment 

increases 3J'C temporary. 


Modification OrThe 5-Year Reentl"'''- Rule for Contract Terminations {Section 5131 
, Changes the ban on reentry to Medicare for plans that lea\"e the p~graf11 from 5 years to 2 years. The 
provision also provides an exemption to the 2~year ban if, within 6 months of a Medicare+Choice 
organization giving notice that it was tenninating its contract, a legislative or regulatory change were 
made that would increase payments fOT the payment area the plan tCl1ll1nated. 

Continued Computation and Publication of Medicare Original Fee-Far-Service ExRenditures on a 
Countv-$pec:fic Basis :Section 514} 
Requires the Secretary to annually publish, begiMing with 200 f and at the time Medicare+Cholce rates 
are published. the following county-specific fee-for-service infonnation for the second preceding year: 
1) total monthly per capita expenditures. separately for Part A and Part B; 2) total monthly per capital 
expenditures, reduced by the es~imate of expenditures not related to payment ofclaims (e.g., graduate 
medical education); 3) average risk factors based on diagnoses for inpatient services; and 4) average 
risk factors based on diagnoses for inpatient and other sites of service, 

Flexibili\Y. tel TailQr Benefits under Medicarc+Choice Plans i"Section 515) 

Penuits Medicare+Choice plans to vary premiums, benefits. and cost-sharing across individuals 

enroHed iI'! the plan so long as these are uniform v.'ithin each separate segment of a service area. The 

segment must consist of one or more payment areas (counties). 


Delay in Deadline for Submission ofAdjusted Communitv Rates (Section 516) 

Changes the date by which Medicare+Choice plans must submit ACR data to July 1. 


Reduction in Adjustment in National Per Capita Mcdicare+Choice Growth Percentage for 2002 

(Section 517) 

Changes the reduction in t~e update for 2002 to 0,3 percentage points from 0.5 points; 


. Deeming QfMedicare+Choice Ort!anization to Meet Requirements {Section 518 t 
Expands existing law on areas subject to deeming to include: anti-discrimination; access to services; 
adv~ce d~recttves; and provider participation. In addition, requires the 'Secretary to detennine, within 
210 days of receipt of an application from an accrediting organization, whether that organization meets 
HeFNs standards for deeming. Finally, HCFA could not require that an accreditation organization be 
able to certify plans for all categories of reqUirements. 

. . 
Timin2 of Medicare+Choice Health InfQnnation Fairs (Sectlon 512) 

Changes infonnation and publicity campaign for Medicare+Choice organizations to the "fall season. !< 


Qualitv Assurance Requirements for Preferred Provider Ore:anization Plans (Section 520) 

Requires preferred provider organizations to meet the same quality requirements as private 




fee-fof'nservlce plans and non~network MSAs. Within two years of enactment, requires MedPAC to 

'study and report on appropriate quality improvement standards that should apply to each type of 


Medicare+Choice plan and to onginal Medicare, The study must examine the effects, costs, and 

feasibility of requiring entitie~ and providers under fee~fof'~service Medicare to comply with quality 

standards and reporting requirements that are comparable to requirements for Medicare+Choice. 


Effective Date: 


Clarification ofNon*Atmlicability of Certain Provjsions ofDischarge Planning Process to 

Medicare+Choice Plans ;'Section 5211 

Hospitals may specify, or limit. the infonnation provided to those facilities-that contract with the 

enrollees' Medicare+ChOlce plan. 


-Cser Fee for Medicare+Choice Organizations Based 9n Number of Enrolled Beneficiaries (Section 

522) 


Medicare+Choice user fees for education are available without further appropriation and will be based 

on the percentage of Medicare+Choice enroUees compared to aU Medicare beneficiaries. 


Clarification Regarding the Ability ofa Religious Fraternal Benefit Society to Operat.e Al1.J:: 

Medicare±Choice Plan (Se«ljQn 523) 

Expands the number. and type of plans that religious fraternal benefit societies may operate to include 

private fee-for-serviceplans and MSAs. 


Rules Regarding Physician Referrals for Medicare+Choice Program {Section 524) 

Creates a specHic statutory exemption for Medicare+Choice coordinated care plans to the physician 

self-referral law, 


Subtitle C ~ Demonstration Projects and Spedal Medicare Populations 

Extension QfSQclu] Health Maintenance Organization Demonstration (SHMO'f Project AuthoritJ: 
(Section 53!) 
Extends the SHMO demonstration until 18 months after submission of an integration and transition plan 
report to Congress as required under the Balanced Budget Act. Extends the due date for the final 
report OIl the demonstration projects to 21 months after the date of the integrationitransition report 
reQ':lited by the BBA, Requires MedP AC to make recommendations six"months after submission of the 
final report. Increases the aggregate limit on participants at all sites to not less than 3.24.000 jndivlduals. 

Extension of Medicare Community Nursing Qrganizatlon rcr;O) Demonstration Project (Section 532) 
Extends the eND dernonstnHion project nn additional two years and reqUIres the Secretary to reduce 
payments ,so that the extension does not increase expenditures above the level that would have been 
made in the absence of the project. Requires the Secretary to report by July 1, 2001 on tile results of 
the demonstration, including data through the end of2000 . 

. Medicare+Choice Competitive Bidding Der.1onstrntlQo Protect (Section 533) 



Delays implementation of the competitive pricing demonstration until January 1, 2002, or iflater, 6 

mO~lhs ,after CPAC has submitted a report to Congress on the inclusion of original Medlcare in the 

demonstration design, whichever is laler" The report must address the following topics; changes that 

would' be required to feasibly incorporate fee-far-service Medicare into lhe demonstration; the quality 

and monitoring activities that should be required ofplans, in the demonstration, related costs of these 

projects, and the' current ability ofHCFA to coUect and report comparable data for fee-for-service 

Medicare; the viability of initiating a project site in a rural area and related recommendations; and the 

benefit structure, Requires the Secreta!}'; subject to CPAC's recommendations, to anow plans that bid 

below the government contribution rate to offer beneficiaries rebates on their Part B premiums. 


Extension' of Medicare Municipal Health Services DemonstlJl:tion Project (MHSP) (Section 534) 
Extends the MRSP dcmons:,ration project by two years, untH December 31, 2002. 

Medicare CpQrdinated Care Demonstration Projects (Section 535) 

Provides a direct appropriation ofsuch funds as are necessary through the Medicare tmst funds to 

cover the costs of this demonstration project, including costs for information infrastructure and recurring' 

costs of case management services, flexible benefits, and program management. 


Medigap Protections for PACE Program Enrollees (SectioD 536) 
Extends Medigap protections to PACE program enrollees. 

Subtitle D - M+C ~ursjng and Allied Health Proressional Education Payments 

Medicare+Choice :--Jgr§in£ and Allied Health Professional Education Paym.ents (Section 541) 

This provision provides an additional payment for hospitals that 1'eceive payment for approved

educational activities for nurse and anied health professional training to reflect the costs of 

Medicare+Choice ePJolJees. The additional amount shall not exceed $60 million in any year . 


. Subtitle E - Studies and Repurts 

Report on Accountmg for V A and DoD Expenditures for Medicllre Beneficiaries (Section 551) 
Requires the Secretary to report to Congress on the use of services furnished by DoD and V A to 
Medicare bendiciaries. including both beneficiaries in fee-for-service Medicare aJld beneficiaries 
enrolled in Mcdicare+Choice. and include an analysis ofhow to adjust Medicare+Choice capitation 
rates.. 

Medicare Payment AdviseD' Commission Studies and RepQrts (Section 552) 
Requires MedP AC to study payment methodologies for frail elderly beneficiaries enrolled in a 
Medicare-l-Choice plan tbat: account for the chronic conditions among frail elderly; include medical 
diagnostic factors from all provider settings (including hospitals and nursing fhcilities); and indude 
functional indicators ofhealth status and o1her factors. Requires MedPAC to study and report on 
changes needed to make Medical Savings Accounts a viable option under the Medicare+Choice 
program, 



GAO Studies, Audits, and ReDorts (Section 553) 

Requi~es GAO to study and report on the following issues related to Medtgap Insurance: 1) the level of 

coverage provided by each type or polic'y; 2) current enroHment levels in each type of poliey; 3) 

availability ofeach type of policy to beneficiaries over age 65 14; 4) the number and type of policies 

offered in each state; and 5) the average out~of-pocket co~ts per beneficiary under each type of pOlicy. 

Beginning in 2000, requires GAO to conduct an annual audit of the Medicare+Choice beneficiary 

e~ucalion p':'Ogram and to report on the results of the audit. 'along with an evaluation of the effectiveness 

of the education program. 




TITLE VI-MEDICAID 

Increase in Disproportlonme Share Hospital (DSH) Allotments for Certajr. States and the District of 

C.9ltlmbia (Section 60]) 

Increases the amount of the federal portion ofdisproportionate share hospital (DSH) payments in the 

District of Columbia! Minnesota, New Mexico and Wyoming for FY 2000, 2001 , and 2002. The 

annual allotment for these years for the District of Columbia rises from $23 million to $32 million; 

Minnesota rises from 516 million to $33 million; New'Mexico rises from S5 million to $9 million; and, 

Wyoming rises from $0 to $100,000. These increases,will also result in hIgher DSH limits jn succeeding 

years. 


Removal ofSunset on tru:1sitional administrative cost assistance·(Section 602} 

Eliminates two restrictions on how states can gain access to a special $500 million fund set' up to help 

cover administrative costs related to welfare refonn. It elimiriates"the October L 2000 usuit."ict" date. 

after which the funding would no longer have been available. It also eliminates the three.~year . 

(twelve-quarter) window that States have to spend the money after they first start to claim it 


Modification of the Pbase..Qut of Payment for Federally-Quail Qed Health Center Services (FOBes) 

and Rural Health Clinic Services (RHCs) Based on Reasonable Costs (Section 603) 

Slows the phas:e~ut of cost-based reimbursement for these facilities. Payments must be at least 95 

pe",ent nf costs for FY 2001 and 2002, at least 90 percent of costs for FY 2003 ,and alleast 85 

percent qfcosts for FY 2004. Cost-based reimbursement is eliminated after FY 2004. It also directs· 

the General Accounting Office to report to Congress on the effect of me phase~out of cost-based 

reimbursement on these facilities and the populations they serve and make recommendations on 

whether a new payment system is needed. The repon is due one year after enactment A rdated . 

provision (Section 608(z») removes a han on waiving FQHC payment requirements in 1915b waivers 

(which alloV'/ States to limit beneficiaries' choice of providers) as soon as the phase~out of cost-based 

reimbursement is complete. 


Parity in Reimbursement for Certain Utilization and Qualitv Control Services: Elimination of Duplicative 

Requirements for External Qualitv Revie\v of Medicaid Managed Care Or2anizations (Section 6Q4) 

Gives States a higher, 75 percent, rate of federal matching funds for spending on contraCts with 

PRO~like entities fur fee-for~service review activities, It also eliminates references to older and now 

duplicative requirements for external quality review of Medicaid managed care, which were superseded 

by new· requirements in the BBA, 


Inapplicabilitv of Enhanced Match Under the State Children'S Health Insurance Prognun to Medicaid 

DSH Payments (Section 605) 

Clarifies that the enhanced federal matching rale available under the State Children'S Health Insurance 

Program (SCHIP) does not apply to expenditures for disproportionate share hospital (DSH) payments 

in Medicaid. 


Optional Defennent of the Effective Date for Outpatient Drug Ag:-eement§ (Section 606) 



Gives States the option of covering drugs from manufacturers that are new to the Medicaid drug rebate 

program as soon as the manufacturer signs,an agreement with the State to participate in the program, 

States must begin to cover drugs from manufacturers who have signed drug rebate agreements no later 

than the first day of the flrst quarter that begins,60 days or more after the agreement is signed. 


M~king tbe Medicaid DSH Transition Rule Perm,!!!e"! (Section 6QZl 

Permanently authorizes the State of California to make disproportionate share hospital (DSH) p;tyments 

to hospitals in arn~unls up to 175 percent of the hospital's uncompensated care costs and 'Medicaid 

shortfalls. 


Medicaid Technical Corrections (Section 608) 

Removes language banning waiver of FQHC payment ruIes in 191 Sb w~i",erS as sOOn as the phase~out 


of costMbased reimbursement is complete in 2004. Corrects spelling, punctuation and cross-references 

throughout the tHle XIX Medicaid statute, 




TITLE VII--STATE CHILDREN'S HEALTH INSURANCE PROGRAM (SCHlP) 

Stabilizing the State Children's Health lnsurance Program AHotmem Formula (Section 701) 
Stabilizes the formula for determining how much federal funding each State may receive for SCHIP and 
creates floors and ceiHngs that must be implemented in a .budget neutral manner. Changes the Current 
Population Survey (CPS) data and the Census data used to count tne.number oflow-income and 
low-income uninsured children from the three most recent fiscal years to the three most recent calendar 
years. 

Increased Allotments for Territories Under the State Children's Health Insurance Program (Section 

70~) 

Increases the SCRIP allotments for the territories by $34.2 million for FY 2000 and 200 I, by 525,2 
million for FY 2002 through 2004, by $32,4 million for FY 2005 and 2006, and by $40 million for FY 
2007. These increases are in addition to the 0.25 percent of the total SCHIP aBotment that the 
territories receive under the nonnal allotment process, 

Improved Data Collection l,llld Evaluations ofthe State ChilQnm's Health Insurance Progrem (Section 

1.Qll 
Gives $10 million to the Department of Conunerce to increase the sample size of the Current 
Population Survey (CPS) so that reIiable estimates of the munber of uninsured children by income, age 
and race can be determined on a State-by-State basts: Gives $10 million to the HHS Secretary for a 
. federal evaluation of the SCHIP program using a sample of 10 States. Directs the Inspector Genera't to 
audit, and the GAO to report to Congress, every three years on State compliance with the requirement 
that SCHIP applicants that are found to be eligible for Medicaid be enrolled in Medicaid. Requires that 
all data relating to children in SCHIP and Medicaid be coordinated with the dilta requirements. in the 
Matemal,and Child Health block grant. Directs the Secretary, through. the Assistant Secretary for 
Planning and Evaluation, to establish a data clearinghouse on Federal health pTogrurt:ls and 
children'shealth, 

References to SCHIP and State Children's Health Insurance Program (Section ZQ4) 

ReqUITes the Secretary and all other federal employees to use the phrase "State Children's Health 

Insur~ce Program" and the acronym "SCHIP" in all publications and other official communications 

when referring to the program. 


SCHfP Technjc'J.1 Corrections (Section 705) 

Makes spelling and cross reference corrections in the SCRIP statute (title XXI), 


-
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BALANCED BUDGET REFINEMENT ACT OF 1999: HIGHLIGHTS 

November 18, 1999 


The Medicare, Medicaid illld SCHIP Balanced Budget Refinement Act (BBRA) of 1999 
addresses flmved policy and excessive payment reductions resulting from the Balanced 
Budget Act (BBA)of 1997. The President, Vice President and Secretary Sh.lala are 
pleased that Medicare beneficiaries' access to high~quality health care is improved 
through this bipartisan legislation. All parties to the agreement~ in particular, Mr, Archer~ 
Mr. Rangel, Mr. Thomas, Mr. Stark, Mr. Bliley, Mr. Dingell, Mr. Bilirakis, Mr. Brown, 
Senator Roth, and Senator MoYnihan; played critical roles in achieving this outcome. 

This BBRA addresses many of the problems raised by the Administration and Congress) 
by, for example, placing a moratorium on the therapy caps that have proven hannful to 
beneficiaries; increasing payments for very sick patients in nursing homes this year; 
restoring funding to teaching hospitals; and easing the transition to the new prospective 
payment system for hospital outpatients, among others, Unfortunately. it includes 
provisions tMt,are not justifiable. such as a $4.8 billion payment increase to managed 

, care plans that are already overpaid according to most experts, This is troubling because 
any excess payments from the Medicare trust fund put the program at greater risk, This 
legislative package costs about $1.2 billion in 2000 and $16 billion over 5 years. 1 The 
major provisions (not a11 provisions) are desc::ibed below, along with their 5-year costs, 

HOSPITALS ($6.8 billion) 

• 	 Modifies outpatient department policies. The BBA created a new prospective 
payment system (PPS) for hospital outpatient care that pays set amounts for services 
thal are similar clinicaHy and in their use of resources. This bill adjusts the PPS, It: 

I) ,Smoothes the transition to the PPS, During the first'3 and a hnlfyears or'the 
PPS, this bilI creates payment floors to minimize the disruption of the new 
system. Small rural hospitals would be held harmless for 4 years While cancer 
hospitals are permarentiy held harmless from the PPS. In addition, there will be a 
budget~neutra! 3-year pass-through for certain drugs, devices and biologicals and 
outlier policy for high-cost cases. The bill also eXtends the current hospital 
outpatient capital policy through the implementation of PPS. 

o 	 Clarification of budget-neutral implementation of PPS. This bill clarifies 
Congress~s intent that the new system is not supposed to impose an additional 
reduction-of 5.7 percent on top of the removal offonnula-driven overpayment. 
(Note:' OMB would not score. this clarification) 

• 	 Increases Indirect Medical Education Payments. Under the BBA, teaching 
hospitals' indirect medical ooucation (IME) payment add-on 'was reduced to 6.0 
percent in 2000, and 5.5 percent in 2001 ~d subsequent years, This proposal would 

. mise the add-on to 6.5 percent in FY 2000, 6.25 percent in 2001, and 5.5 percent in 
2002 and thereafter. This provides critical assistance to teacbing hospitals adjusting 
to the changes in the health care system. 

I AI! estimates from eso preliminary scare, 11118199. The total ca~ also induces changes in p~mium revenue. 



• 	 Tllkes: Steps Towards: Reforming Direct Medical Education. This bill begins to 
reduce the geographic disparity in paymentS for direct medical education, It raises 
the minimum payment for hospitals to 70 percent of the national, geographically 
adjusted average payment and limits grov.1h in payments for hospitals with costs 
above 140 percent of the geographically adjusted average payment For these 
hospitals. payments per resident will be frozen for FY 2001 and 2002 and increased at 
a ratc ofinf1ation (consumer price index) minus 2 percentage points for FY 2003 
throogh 2005. . 

• 	 Increases disproportionate share hospital (DSH) pa'ymcnts. The BEA reduced 
DSH payments by 3 percent in 2090, 4 percent in 200 I, and 5 percent in 2002. This 
proposal increases the payment rates sct in the BBA, Under this bill, DSH would be 
reduced by 3 percent in 2001 and 4 percent in 2002. This restoration helps these 
hospitals care for the uninsured. 

• 	 lncreases payments for PPS ..exempt hospitals, The'BBA 'authorized the creation of 
a PPS system for inpatient rehabilitation hospitals. This bill makes adjustments to 
this PPS and requires the development ofPPS syS1ems for long-term care and 
psychiatric hospitals. It also includes a wage adjustment of the percentile cap for 
existing PPS~exernpt hospitals and enhanced payments for iong~term care and 
psychiatrtc hospitals. 

• 	 Improves rural hospital programs. This bm modifies and improves a series of 
Medicare policies that support rural health care providers. They complement the 
special protection for rural hospitals in the outpatient PPS system. 

, Anows certain hospitals to reclassify to rural for purposes of designation as,a 
Critical Access Hospital (CAH). Sole Community Hospital or Rural Referral 
Center. Updates certain standards applied for geographic reclassification. 

, Extends Medicare dependent hospital (MDH) program for five years; improves 
the CAH program. . 

, Provides exceptions to residency caps for rural graduate medical education, 

Rebases the targets for Sole Community HospitalS and provides for the full 
market basket increase in 2001. 

• 	 Administrative aetions. This complements the Administration' s actions to delay the 
expansion of the hospital transfer. policy; stop recoupment ofDSH payments based on 
unclear guidance; delay implementation of the volume control system and refine the 
ambulatory payment classification ·system under the outpatient PPS; change to the 
wage threshold to allow rural hospitals to reclassify for payment purposes; and others. 
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SKILLED !'IURSING FACILITIES & THERAPY SERVICES ($2.7 billion) 

• 	 Provides immediate increases in payment for high-cost cases. The BBAcreated a 
new prospective payment system (PPS) for skilled nursing facilities that was 
implemented on July J. 1998. Under this system, payments are based on service 
net:ds of patients adjusted for area wages. Effective April through October 1, 2000, 
20 percent will be ~ed to 12 resourCe uti1i2"lltion groups (RUGs) for medically 
complex cases and 3 rehabilitation RUGs, The bill also creates special payments to 
facilities that treat a high proportion of AIDS patients for 2000-2001 and excludes 
certain services (certain ambulance services, prostheses, chemotherapy) from 
consolidated billing and the PPS system. 

• 	 Increases payment rates, This bill increa.o;;es payments across-the-board by 4 
percent for 2001 and 2002. it also gives nursing homes the option to elect to be paid 
at the full federal rate for SNP PPS. 

• 	 (mposes two-year moratorium on payment caps. The BBA limited yearly 
payments for physical I speech therapy and occupational therapy to $1,500 each per 
beneficiary. This limit is too low, causing a large n'umber of therapy users to have 
payments exceed the caps and have to pay for services out-of-pocket. This bilI PUlS a 
two-year moratorium On the caps, steps up medical review to prevent fraud. and 
revises a BBA-mandated study to develop an alternative, more rational system for 
tht:rapy services payment. 

• 	 Administrative actions. Apart from this bin, the Administration will lncrease 
payment for high acuity patients and exclude certain types of servIces furnished in 
hospital outpatient departments from SNP PPS. 

HOME HEALTH ($1.3 billion). 

• 	 Delays 15 percent to one year after the implementation of the home health 
prospective payment system (PPS). In addition to creating a new PPS for home 
health, the BBA also required a 15 percent reduction in payment limits. This bili 
delays implementation of the 15 percent reduction 'until after the first year of 
implementation ofPPS. 

• 	 Provides immediate adjustments. The bill raises the per beneficiary limit by 2 
percent for agencies subject to the per beneficiary limit with limits below the national 
average in 2000~ pays $10 per beneficiary in 2000 to agencies to help cover the cost 
associated with OASIS data collectlon and reporting requirements; eases and clarifies 
the surety bond provision; and excludes durable medical equipme!1t from home health 
consolidated billing. 

l 
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., 	 Administrative actions. TIllS bill complements the Administrotion's actions to delay 
tracking and pro-rating payments~ pT9vide for extended interim payment system 
repayment scheduies~ postpone and change surety bond requirements; among others, 

. BENEFICIARY IMPROVEMENTS ($0.3 billion) 

• 	 Limits beneficiary hospital outpatient coinsurance. The BBA included a provision 
to reduce the Medicare beneficiary coinsurance for hospital outpatient department 
services from its current approximately 50 percent of costs to 20 percent over a 
number of years. This policy would provide an additional protection by limiting the 
amount of coinsurance that a beneficiary pays for outpati~nt care to the Part A 
deductible ($776 in 2000). 

• 	 lncrcases coverage ofimmunosupprcssivt: drugs. Currently, Medicare pays for the 
prescription drugs that help prevent rejection of transplants for 36 months: This 
proposal would, for the next 5 years, extend coverage of these drugs for another 8 
months. for beneficiaries whose coverage would othetvlise expire. 

MANAGED CARE ($4.8 billion) 

• 	 Allers the plan for risk adjustment for managed care plans, The BBA requires 
that payments to managed care plans be risk adjusted, to preveat adverse selection 
and to encourage plans to enroll sicker beneficiaries. Rather than implement this 
immediately, the Administration developed a S-year phase-in plan which is supported 
by virtually all independent experts. This proposal alters the phase-in by reducing the 
amount of risk adjustment scheduled for 2001 and 2002 .. 

• 	 Increases rates, Although the General Accounting Office and other independent 
'experts believe that managed care plans continue to be overpaid - even after the BBA 
- this proposal raises the annual rate increase for 2002 from'the fee-far-service ' 
growth fale minus: 0,5 to the fee-.for-service growth rate minus 0.3, It also provides 
an entry bonus for plans entering counties not previously served and for plans that 
had previously announced that they were withdra¥.ing from counties. 

• 	 Changes provider partidpation rules and quality st:mdards. lbe bill includes a 
nwnbe:r of provisions to accommodate health plans, including: giving plans more time 
to submit adjusted community rates; providing greater fle'xibiHty in benefits and 
reducing the user fees paid for the Medicare education campaign; reducing quality 
standards for preferred pr.ovider organizations; and expanding deeming provisions. 

• 	 Changes demonstrations. This bill delays the competitive pricing dem~nstration 


project and extends the social health maintenance organization demonstration and 

several others. ' 
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, • 	 Interaction with fee-for-service policies. Medicare+Choice rates are linked to 
growth i.n fee~for-serv:ice spending. Since the policies in the bill increase fee-for
serviee spending) they increase managed ca.--e payments. 

• 	 Administrative actions. The Administration has and wiH continue to take 
administrative actions to improve beneficiary protections and access to information, 
ease provider participation rules and extend the frail elderly demonstration. 

OTHER PROVIDERS ($0.8 billion) 

' 
• 	 Fixes the fluctuation in pbysician payments (sustainable gruwth rate). This 


char:ge stabilizes physidan payments and is budget-neutral over 5 years. 


• 	 Increases payments for Pap smears. Sets the minimum payment rate at $14,60 
beginning in 2000. . 

• 	 Increases payments for rcnal dialysis, JI..1edicare's payments for dialysis have not 
increased since 1991. Consistent with a recommendation from the Medicare Payment 
Advisory Cornmission, this bill increases the composite payment rate by 1.2 percent 
in 2000 and another 1.2 percent in 2001. 

• 	 Incrt.'3Scs updates for hospice, durable medical equipment, and oxygen. Payment 
rate increases to hospices would be temporarily increased by 0,5 for 2001 and 0,75 
for 2002 and DME and oxygen suppliers by 0.3 for 200! and 0.6 for 2002. 

• 	 Delays authority to adopt competitive purchasing practice, The bill delays the 
Secretary's inherent reasonableness authority until a GAO report is issued and-she 
issues a final rule. 

• 	 'Pro,"'ides hospital I area-sp~ific adjustments. The blH includes several changes to 
local demonstration, hospital designations, etc. 

MEDICAID & CHILDREN'S HEALTH INSURANCE PROGRAM ($0.8 biUion) 

• 	 Extends the phase-out of cost-based reimbursement fur community health 
('enters_ The BBA phased Out the Medicaid requirement to pay federaUy-qualified 
health centers and rural health clinics based on cost, The 2000 phaseRout - where 
payments are based on 95 percent ofcosts - would be extended for 200 I and 2002 
under this bill. In 2003, payments are based on 90 percent and in 2004 on 85 percent 
of ~osts. A study would determine how these clinics should be paid in subsequent 
years, 



,, 
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• 	 Extends the availability of the $500 million fund for children's health outreach. 
Tht~ welfare reform law"put aside a $500 million fund for states to use for the costs of 
simplifying their eligibility systems and conducting outreach. To date, only about 10 
percent of this fund has been SpeDt~ and for nearly 30 states, the funding sunsets this 
year. This bill eliminates the sunset and extends the availability of this fund until it is 
'expended. 

• 	 Changes Medicaid disproportionate share hospital (DSH) payments and rules. 
The BBA included a number ofsignificant changes in the MedicaId DSH program, 
changing states' allotments. The base year data used to st;:t the DSH allotments in the 
BBA were flawed for some states. This bill adjusts the allotments for DC, . 
Minnesota, New Mexico and Wyoming. It also makes the DSH transition ruJe 
permanent and does not allow states to use enhanced Federal matching payments 
under the State Children's Health Insurance Program (SCHIP) for DSH. 

. • 	 Stabilizes SCHIP allocation formula; adjusts allotment for territories: Under the 
BBA, states receive an allotment of the total Federal funding based on their 
proportion oflaw-income uninsured-children. This formula would result in large 1 

annual fluctuations in state allotments. This bill alters the formula, and puts floors 
and ceilings on the allotment changes to make funding for states more predictable. It 
also increases the available funding for territories. 

• 	 Improves data collection and evaluation rifSCHIP. One of the centerpieces of the 
BBA was the creation of this new program to provide heruth insurance to children in 
famiiies with incom.es too high for Medicaid but too low to afford private insurance. 
However, the SBA did not provide funding for monitoring and evaluating the 
implementation and outcomes ofSCHIP, This bill adds funding for data collection 
and evaluation of this program. 
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