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. 1 Subtitle H-Medicaid 
2 , ~ERI-MANAGEDCARE 

j 
3 SEC. 4701. STATE OPTION OF USING MANAGED CARE; 
4 I CHANGE IN TERMINOLOGY. . 

5 : (a) USE OF MANAGED CARE GENERALLY.-Title XIX is 

6 amended by redesignating section 1932 as section 1933 and by 
I 

7 insert.mg after section 1931 the following new section: 
8 . . ''pooVISIONS RELATING TO MANAGED CARE 

9 i "SEC. 1932. (a) STATE OPl'ION To USE MANAGED' 

10 CARE.-­
11 "(1) USE OF MEDICAID MANAGED CARE ORGANlZA-:­

12 TIONS AND PRIMARY CARE CASE MANAGERS.­

13 "(A) IN GENERAL.-Subject to the succeeding pro- . } 

14 visions of this section, and notwithstanding paragraph 

15 (1), (10)(B), or (23)(A) of sectio~ 1902(a), a State­

16 "(i) may require an individual who is eligible 

17 for medical assistance under the State plan under 

18 this title to enroll with a managed. care entity as 

19 a condition of receiving such assistance (and, with' 

20 respect to assistance furnished by or under ar­

21 rangements with such entity,to receive such assist­

22 ance through the entity), if­

23 "(I) the entity and the contract with the 

24 State meet the applicable requirements of this 

2S section and section 1903(m) or section 1905(t), 

26 and 

27 "(II) the requirements described in the 

28 suooeeiling paragraphs of this subsection are 

29 met; and 

30 "(ll) may restrict the number of provider 

31 agreements with managed care entitie,s under ;he 

32 State plan if such restriction does not substantial1y 

33 impair access to services. 

34 "(B) DEFINITION OF MANAGED CARE ENTITY.-In 

35 this section, the term 'managed care entity' means­

36 "(i) a medicaid managed care organization, as 

37 defined in section 1903(m)(1)(A), that provides or 

July 29,1997 (10:51 p.m.) 
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1 a;mmges for services for enrollees under a contract 

2 punmant to section 1903(m};and 

3 i
! 

"(ii) a primary care case manager, as defined 
o 

4 I in section 1905(t)(2). 


"(2) SPECIAL RULES.­,
oj 

6 I "(A) EXEMPTION OF CERTAIN .CHILDREN WITH 

7 I SPECIAL NEEDs.-A State may not require under para­

8 graph (1) the enrollment in a managed care entity of 

9 an individual under 19 years of age who­

"(i) is eligible for supplemental security in­

11 come under title XVI; 

12 "(ii) is descn1>ed in section 501{a){1){D); 

13 "(iii) is descn1>ed in section 1902{e){3); I 
14 , i "(iv) is receiving foster care or adoption as­

sistance under part E of title IV; or 

16 U(v) is in: foster care or otherwise in an out­

17 of-home placement. 

18 "(B) EXEMPTION OF MEDICARE BENE­

19 FICIARIES.-A State may not require under paragraph 

(I) the enrollment in a managed care entity of an indi­

21 vidual who is a qualified medicare beneficiary (as de­

22 fined in section 1905(p)(l» or an individual otherwise 

23 eligible for benefits Under title xvm. 
24 "(C) INDIAN ENROLLMENT.--A State may not re­

quire under paragraph (1) the enrollment in a managed 

26 care entity of an individual who is an Indian (as de­

21 fined in seCtion 4(c) of the Indian Health Care Im­

28 provement Act of 1976 (25 U.S.C. 1603(c» unless the 

29 entitY is one of the following (and only if such entity 

is participating under the plan): 

31 , 
i 

"(i) The Indian Health Service. 

32 "(ii) An Indian health program operated by an 

33 IndiaD. tribe or tribal organization pursuant to a 

34 contract, grant, cooperative agreement, or compact 

35 with the Indian Health Service pursuant to the In-:­

36 dian Self..;Determination Act (25 U.S.C. 450 et0 

37 seq.), 

July 29, 1997 (10:51 p.m.) 
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1 

2 
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4 
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8 
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10 

i1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 ' 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

I "(iii) .An urban Indian health program oper- , 

ated ,by an urban Indian organization pursuant to 

a grant or contract with the Indian Health Service 

pursuant to title V of the Indian Health Care Im­
\ 

provement Act (25 U.S.C. 1601 et seq.). 

"(3) CHOICE OF COVFriwlE.- , 

"(A) IN GENERAL.-A State must permit an indi­

vidual to choose a managed care entity from not less 

than two such entities that meet the applicable require­

ments of this section, and of section 1903(m) or section 

1905(t). 

"(B) STATE OPrION.-At the option of the State, 

a State shall be considered to meet the requirements of 

subparagraph (A)' in the case of an individual ,residing 

in a rural area, if the, State requires the individual to 

enroll with a managed care entity if such ,entity-, ' 

"(i) permits the, individual to receive such as­
sistance through' not, less 'than two physicians or 

case managers (to the extent that at least two phy­

sicians or case maDagers are 'available to provide 

such assistance in the area), and 

,(ii) permits the individual to obtain, such as­

sistance from any other provider in appropriate cir­

cumstances (as established by the State under reg­
'" 

ulations of the Secretary). 

"(C) TREATMENT OF CERTAIN COUNTY-OPERATED 

HEALTH INSURING oRGANlzATIONs.-A State shall be 

considered to meet the ,requirement' of, subparagraph 

(A) m-' 
"(i) the managed care entity in which the indi,­

vidual is ,enrolled' is a' health-:insuring organization 

which­

"(1) first became operational prior'to Jan- , 

nary 1, 1986, or 

"(IT) is described in section 9517(c){3) of 

the ,Omnibus Budget' Reconciliation Act, of 

July 29, 1997 (10:51 p.m.) 
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1 1985 (as added by section 4734(2) of the Om­

2 nibus Budget Reconciliation Act of 1990), and 

3 "(ii) the individual is given a choice between 

4 at least two providers within such entity. 

S "(4) PRooEss FOR ENROLLMENT AND TERMINATION 

6 lAND CHANGE OF ENROLLMENT.-As conditions Under 

7 :paragraph (1)(A)­

8 U(A) IN GENERAL.-The State, enrollment broker 

9 (if any), and managed care entity shall permit an indi­

10 vidual elig'lole for medical assistance under the State 

11 plan under this title who is enrolled with the entity 

12 under this title to terminate (or change) such enroll­

13 ment­

14 U(i) for cause at any ti:.tne (consistent with sec-

IS tion 1903(m)(2)(A)(vi», and 

16 "(ii) without cause-.­

17 "(I) during the 90-day period beginning 

18 on the date the individual receives notice of 

19 such enrollment, and 

20 "(II) at .least every 12 months thereafter. 

21· "(B) NOTICE OF TERMINATION RIGHTS.-The 

22 State shall provide for notice to each such individual of 

23 the opportunity to terminate (or change) enrollment 

24 under such conditions. Such notice shall be provided at 

2S least 60 days. before each annual enrollment oppor­

26 . tunity descn'bed in subparagraph (A)(ii)(II). 

27 U(C) ENROLLMENT PRIORITIES.-In carrying out 

28 pa.ragraph (l)(A), the State shall establish a method 

29 for establishing enrollment priorities in the case of a 

30 managed care entity that does not have sufficient ca­

31 pacity to enroll all sUch individuals seeking enrollment 

32 under which individuals already enrolled with the entity 

33 are given priority in continuing enrollment with the en- . . 

34 tity. 

3S U(D) DEFAULT ENROLLMENT PROCESS.-In car­

36 rying out paragraph (l)(A), the State shall establish a 

.. 37 . default enrollment process-

July 29. 1997 (10:51 p.m.) 
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H(i) under which any such individual who does 

2 'I not e~ll with a managed care entity during the 

3 

1 I 
enrollment period 'specified, by the State Shall beI 

4 enrolled by the State with such an entity which has 

5 not been found to, be out' of substantial I!Ompliance 

6 with the applicable requirements' of this section and 

7 of section 1903(m) or section 1905(t); and 

8 H(ii) that takes into consideration­

9 "(I) maintaining existing provider-individ­

10 ual relationships or relationships; with providers 

11 that ,have traditionally served beneficiaries 

12 under this title; and 

13 "(IT) if maintaining such provi4er relation­

14 ships'is not Possible, the equitable distribution 

15 of, such individuals ,among qualified' managed 

16 care 'entities aVailable to' enroll such individuals, 

17 oonsistentwith the en,rollmentcapa.cities of the 

, 18 entities. 

19 "(~) PRoVISION OF INFORMATION.­

20' "(A) INFORMATION IN EASILY UNDERSTOOD 

21 FORM.-Each, State, enrollment broker,' or managed 

22 care entity shal1 provide all enrollment notices and in­

23 formational and instructional materials relating to such' 

24 an entity under this title in a manner and'form which 

2S may be easily understood by enrollees and potential en­

26 rollees of the entity who are,'eligIble!ormedical'assist­

27 ance under the State plan under this title. 

28 "(B) INFORMATION TO ENROLLEES AND POTEN­

29 TIAL ENROLLEES.-'Each ml.Lll.aged care entity that is 

30 a 'medicaid managed c8:J,'e organization shal1, upon re­

31 quest, 'make available to enrollees and potential enroll­

32 ees in the organization's service areainfoI*JlUition con­

33 eerning the following: 

34 "(i) PRoVIDERS.-, The identity, locations, 

35 qualifications, and av3.ilability of health' care ,pro­

36 viders that participate with the ' organization. 

July 29,1997 (10:51 p.m.) 
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1 "(ii) ENROLLEE RIGHTS AND RESPONSIBIL­

2 ITIES.-The rights and responsibilities of' enrollees. 

3 "(iii) GRIEVANCE AND .APPEAL PROCE­

4 DURES.-The procedures available to an enrollee 

_ and a health care provider to challenge or appeal 

6 the failure of the orga.n.izationto cover a service. 

7 "(iv) INFORMATION ON COVERED ITEMS AND 

8 SERVICES.-:All items and services that are avail­

9 able to enrollees under the contract between the 

State and the orga.n.ization that' are covered either 

11 directly or through a method of referral and prior 

12 authorization. Each managed care entity that is a 

13 primary care case manager shall, upon request, 

14 make available to enrollees and potential enrollees 

in the orga.n.ization's service area the information 

16 described in clause (iii). 

17 "(C) CoMPARATIVE INFORMATION.-A State that 

18 requires individuals to enroll. With managed care enti­

19 ties under paragraph (l)(A) shall annually (and upon 

request) provide, directly or through the managed care 

21 entity, to such individuals a list identifying the man­

22 aged care entities that are (or will be) available and in-

23- formation (presented in a comparative, chart-like form) 

24 relatin~ to the following for each such entity offered: 

"(i) BENEFITS AND COST-SHARING.-The ben~ 

26 efits covered and cost~sharing imposed by the en- . 

27 - tity. 

28 "(ii) SERVICE AREA.-The service area of the 

29 entity. 

"(iii) QuALITY AND PERFORMANCE.-To the 

31 extent available, qUality and performance indicators 

32 for the benefits under the entity. 


33 
 "(D) INFORMATION ON BENEFITS NOT COVERED 

34 UNDER MANAGED CARE ARRANGEMENT.-A State, di­

35 rectly or through managed care entities, shall, on or be­

36 fore an individual enrolls with such an entity under this 

37 title, inform the enrollee in a written and prominent 

July 29. 1997 (10:51 p.m.) 
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I IV-H-7I 
I 

manner of any benefits to which the enrollee may be 

, entitled to under this title but which are not made 

available to the enrollee throUgh 'the entity. Such infor­

mation shall include infoI'Diation on, where and how 

such enrollees may access benefits not made available 

to, the enrollee through the entity.". 

(b) CIiANGE IN TERMINOLOOY.-' 

(1) IN GENERAL.-Section 1903(m)(1)(A) (42 U.S.C. 

1396b(m:» is amended- ' 

(A) by striking "The term" and all that follows 

I 
through "and-" and inserting "The term 'medicaid 

, managed care organization'means a health mainte­

nance organization, an eligible organization with a con­
I tract under section 1876 or a Medicare+Choice, organi­
I 

zation with a contract under part C' of title XVIII, aI 
I provider sponsored organization, or any other public or 
I 

'I 	 private organization, which meets the requirement of 

section 1902(w) and-"; andI 
(B) by adding after and below clause (li) the fol­

, I' lowing:' 

"Ah organization that is a qualified health maintenance organi-
I 

zation (as defined in'section 1310(d) of the Public Health Serv­

ice IAct) is deemed to meet the requirements of clauses (i) and 

(..)1"" . ' ' 'n. .
i 	 ' 

I (2)' CoNFORMING CHANGES' IN TERMINoLooY.-(A) 

Each of the following provisions is amended by striking 

"health maintenance organization" and inserting "medicaid, 

managed care organization": 

(i) Section 1902(a)(23) (42 U.S.C. 1396a(a)(23». 

(li) Section 1902 (a)(57) (42 U.S.C. 

1396a(a)(57». 

(iii) Section 1902(p)(2) (42 U.S.C. 1396a(p)(2». 

(iv) Section, 1902(w)(2)(E) (42 U.S.C. 

1396a(w)(2) (E». 

(v) Section i903(k) (42 U.S.C. 1396b(k»: 

(vi) In section 1903(m)(1)(B). 

July 29" 1997 (10:51 p.m.) 
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(vii) In subparagraphs (A)(i)and (H)(i) of section 

2 1903(m)(2) (42 U.S.C. 1396b(m)(2». " 

3 (viii) Section 1903 (m)(4)(A) (42 U.S.C.­

4 1396b(m)( 4)(A» , the first place it appears. 

5 " (ix) Section 1925(b)(4)(D)(iv) (42 U.S.C. 1396r­

6 6(b)( 4)(D)(iv». 

7 (x) Section 1927(j)(1) (42 U.S.C. 1396r-8(j)(1» _ 

8 is amended by striking "** *Health Maintenance Orga­

9 nizations, including those organizations" and inserting 

10 "health maintenance organizations, including medicaid 

11 managed care organizations". 

12: (B) Section" 1903 (m)(2)(H) (42 U.S.C. 

13 I 1396b(m)(2)(H» is' amended, in - the -matter following 

14 

15 

16 

17 

18 

19 

20 

21 

,22 

23 

24 _ 

" ­

clause (iii), by striking "health maintenance". 

. (C) Clause (viii) of section 1903(w)(7)(A) (42 U.S.C. 

1396b(w)(7)(A» is amended to read as follows: 

"(viii) Semces.ofa medicaid managed care or­

ganization "" .with a contract under section 

1903(m).'~. 

(D) Section 1925(b)(4)(D)(iv) (42 U.S.C. 1396r­

6(b)( 4)(D)(iv)) is amended­

(i) in the heading, by striking "HMO" and insert~ 

ing "MEDICAID MANAGED CARE ORGANIZATION"; and " 

(ii) by inserting "and the applicable requirements 

2S I of section 1932" before the period at the end. 

26 i (c) COMPLiANCE OF CONTRACT WITH NEW REQumE-
I "" " 

27 MENTS.-Section 1903(m)(2)(A) (42 U.S.C. 1396b(m)(2)(A» I _ 

I " 
28 is amended­

I " 

29 I (1) by striking "and" at the end of cla~ (x), 

30 I (2) by striking the period at the end of clause (xi) and 

31 i insertmg'"- ". -and"· and ­
I " " 

32 i (3) by adding at the end the follo~ 
33 I "(xi) such contract, and the entity complies with the 

34 japplicable requirements of section 1932.". " ­

35 "I (d) CONFORMING AMENDMENTS TO FREEDOM-DF-CHOICE 
- I . " "" 

36 AND TERMINATION. OF ENROLLMENT REQUIREMENTS.­
I . ­
I" . 
I 
I 

! 
July 29, 1997 (10:51 p;m')i 
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1 i (1) Section 1902(a)(23) (42 U.S.C. 1896a(a)(23», as 
i 
!amended by section 4724(d), is amended by striking "and 

3 

2 

;in section 1915" and inserting ", in section 1915, and in 

·4 lsection 1932(a)". 
1 

I (2) Section 1903(m)(2) (42 U.S.C. 1396b(m)(2» is 

6 !amended­

7 I (A) in paragraph (A)(vi)-,­

8 (i) by striking "except as provided under sub­

9 paragraph (F),", 

. (ii) by striking ''without cause" and all that 

11 follows through "for s.uch termination" and insert­

12 ing "in accordance with section 1932(a)(4);", 

13 (iii) by inserting "in accordance with such sec­

14 tion" after "provides for notification"; and 

(B) by striking subparagraph (F). 
, 

16 SEC. 4702. PRIMARY CARE CASE MANAGEMENT SERV. 
17 i ICES AS STATE OPTION WITHOUT NEED FOR 
18 ! WAIVER. 

19 	 :(a) IN GENERAL.-Section 1905 (42 U.S.C. 1396d). is 
·1 

amehded-
I 

21 (1) in subsection (a)­

22 (A) by striking "and" at the end of paragraph 

23 (24); 

24 (B) by redesignating paragraph (25) as pa.ragr8.ph 

(26) and by stt:iking the period at the end of such 

26 paragraph and inserting a comma; and 

27 (C) by inserting after paragraph (24) the following 

28 ", 
I 
t new paragraph: 

29 	 . "(25) primary care case management services (as de­

fined in subsection (t»; and"; and 
I 

31 : (2) by adding at the end the following new subsection: 

32 :"(t)(I) The term 'primary care case management services' 

33 means case-management related services (including locating, , 
34 coordinating, and monitoring of health care services) provided 

35 by a!. primary care case manager Under a prim.a.rY care case 
. ~ 	 . 

36 m~ment contract. 

. July 29. 1997 (10:51 p.m.) . 
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"(2) The term 'primary care case manager' means any of 

2 the' following that provides services of the type described in 

3 p~agraph (1) under a contract referred to in such ·paragraph: 

4 "(A) A physician, a physician group practice, or an 

5 I entity employing or having other 8.ITangements with physi­

6 : cians to provide such services. 

7 "(B) At State option­

8 "(i) a nurse practitioner (as described in section 

9 1905(a)(21)); 

10 "(ii) a certified nurse-midwife (as defined in sec­

11 tion 1861(gg)); or 

12 "(iii) a physician assistant (as defined in section 

13 1861(aa)(5)). 

14 "(3) The term 'primary care case management contract' 

15 me&.ns a contract between a primary care case manager and a 
! . 

16 Sta,:te under which the manager undertakes to locate, coordi­

17 nat~, and monitor covered primary care (and such other cov-
I .. 

18 e~ services as may be specified under the contract) to all in­

19 dividuals enrolled with the manager,' and which­
. , 

20 ! 
; 

"(A) provides for reasonable and adequate hours of 

21 loperation, including 24-hour availability of information, re­

22 : felTal, and treatment with respect to medical emergencies; 

23 , "(B) restricts enrollment to individuals residing suffi­

24 I ciently near a service delivery site of the manager to be 

2S !able to reach that site within a reaSonable time using avail­

26 able and affordable modes of transportation; 

27 
I
!' "(C) provides for 8.1T8llgements with, or refelTals to, 

28 i sufficient numbers. of physicians and other appropriate 

29 ihealth care professionals to ensure that services under the 

30 ~ contract can be furnished to enrollees promptly and without 

31 icompromise to quality of care; 
! • 

32 I "(D) prohibits discrimination on the basis of health 

33 I status or requirements for health care services in enroll­

34 iment, disenrollment, or reenrollment of individuals eligible 

35 ; for medical assistance under this title; 

36 "(E) provides for a right for an enrollee to terminate 

37 enrollment in accordance with section 1932(a)( 4); and 

July 29, 1997 (10:51 p.m.) 
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1 
,

, i 
! 

"(F) complies with the other applicable provisions of 

2 Section 1932. 
i 

3 :"(4) For purposes of this subsection,' the teIm 'prima.tY 

4 care~ includes all health care services customarily provided in 

5 accordance with State licensure and certification laws and regu-
I ' 

6 lations, and all laboratory services customarily provided by or 

7 throUgh, a' general practitioner, family medicine physician, in· 
I 

8 tern~ medicine physician, obstetrician/gynecologist, or pediatri­

9 cian.'''. 
10 :(b) CONFORMING AMENDMENTS.­

11 (1) .APPLICATION OF REENROLLMENT PROVISIONS TO 

12 PcCMs.-Section 1903(m)(2)(H) (42 U.S.C. 
I 

13 1396b(m)(2)(H»is amended­
, 

14 (A) in clause (i), by inserting before the comma 

15 the following: "or with a prim.a.ry care case manager 

16 with a contract described in section 1905(t)(3)"j and 

17 (B) by inserting before the period at the end the 
.! . 

18 I following: "or with the manager 
, 

descri~ in such 

19 clause if the, manager continues to have a contract de­

20 scribed in section 1905(t)(3) with the State": 

21 (2) CONFORMING' CROSS-REFERENcE.-Section 

22 +902(1) (42 U.S.C. 1396a(1» is amended by striking 
I 

23 'iparagraphs (1) through (25)" and inserting "a numbered 

24 ~aragraph of'. 

2S SEcl 4703. ELIMINATION OF 75:25 RESTRICTION ON RISK 
26 CONTRACTS. 

I 

27 ;(a) IN GENERAL.-Section 1903(m)(2)(A) (42 U.S.C. 

28 1396b(m)(2)(A» is amended by striking clause (ii). 

29 :(b) CONFORMING AMENDMENTS.­
I 

30 I (1) Section 1903(m)(2) (42 U.S,C. 1396b(m)(2» is 

31 amended-
I 

32 ! (A) by striking subparagraphs (0), (D), and (E); 

33 and 

34 (B) in. subparagraph (G), by striking "clauses (i) 

35 and (ii)" and inserting "clause (i)". 

July 29, 1997 (10:51 p.m.) 
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(2) Section 1925(b)( 4)(D)(iv) (42 U.S.C. 1396r­

2 i6(b)( 4)(D)(iv» is amended by striking "less than 50 per­

3 : cent" and all that follows up to the period at the end. 

4 SEC. 4704 •. INCREASED BENEFICIARY PROTECTIONS. 

I (a) IN GENERAL.-Section 1932, as added by section 

6 47Q1(a), is amended by adding at the end the following: 
I ' 

7 • "(b) BENEFICIARY PRoTECTIONS.-, 

8 "(1) SPECIFICATION OF BENEFITS.-" Each contract
I 

9 iwith a managed care entity under section 1903(m) or 

iunder section 1905(t)(3) shall specify the, benefits the pro­

11 ivision (or arrangement) for which the entity is responsible. 

12 I "(2) .AsSURING COVERAGE TO EMERGENCY SERV­

13 IICES.­

14 J "(A) IN GENERAL.-Each contract with a medic­
! 

aid managed care organization under section 1903(m) 

16 , I and each contract with a primary care case manager 
! 
117 under section 1905(t)(3) shall require the organization 

18 or manager-­

19 "(i) to provide coverage for emergency services 

(as defined in subparagraph (B» without regard to 

21 prior authorization or the emergency care provid­

22 er's contractual relationship with the organization ' 

23 or manager, and 

24 "(ii) to comply with guidelines established 

under section 1852(d)(2) (respecting coordination 

26 of post-stabilization care) in the same manner as 

27 such guidelines apply to Medicare+Choice plans of­

28 fered under part C, of title XVllI. 

The requirement under' clause (ii) shall first apply 30 

; days after the date of promulgation of the guidelines 

29 

j
31 referred to in such clause. 

32 "(B) EMERGENCY SERVICES DEFINED.-In sub­

33 paragraph (A)(i), the term 'emergency services' means, 

34 with respect to an individual enrolled with an organiza­

35 tion, covered inpatient and outpatient services that­

36 "(i) are furnished by a provider that is quali­

37 fied to furnish such services under this title, and 

July 29,1997 (10:51 p.m.) 
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1 "(ll) are needed to evaluate or stabilize an 

2 emergency medical condition (as defined in sub­

3 paragraph (e». 

4 . "(e) EMERGENCY MEDICAL CONDITION DE­

S FINED.-In subparagraph (B)(ll), the tenn 'emergency 

6 medical condition' means a medical condition manifest­

7 ing itself by acute. symptoms of sufficient . severity (in­

8 eluding severe pain) such that a prudent layperson, 

9 who pos~sses an average knowledge of health and 

10 medicine, could reasonably expect the absence of imme­

11 diate medical attention to result in­

12 "(i) placing the health of the individual (or, 

13 with respect· to a pregnant woman, the health of 

14 the woman or her unborn child) in serious jeop-

IS ardy; 

16 '''(ll) serious impainnent to bodily functions, or .. 

17 "(iii) serious dysfunction of any bodily organ 

18 or part. . 

19 "(3) PRoTECTION OF ENROLLl!lE-PROVIDER COMMU­

20 NICATIONS.­, 

21 : U(A) IN GENERAL.-SUbject to subparagraphs (B)' 

22 and (e), under a contract under section 1903(m) a 

23 medicaid managed care org8.ni.zation (in relation to an 

24 individual enrolled under the contract) shall not pro­

2S hibit or otherwise restrict a covered health care profes­

26 sional (as defined in subparagraph (D» from advising 

27 such an i.ri.dividual who is a patient of the professional 

28 about the health status of the individual or medical . 

29 care or treatment for the individual's condition or dis­

30 ease, regardless of wheili:er benefits for such care or 

31 treatment are provided under the contract, if the pro­

·32 fessional is acting within the lawful scope of practice. 

33 "(B) eONSTRUCTION.-Subpal-agraph (A) shall 

34 not be construed as requiring a medicaid managed c~ 

3S organization to provide, reimburse for, or provide cov­

36 . erage of, a counseling or referral service if the organi­

37 zation-

JUly 29,1997 (10:51 p.m.) 



F:\P5\HCONF\MEDICAID.OOI [Title IV-H-Medicaid] H.L.CJS.L.C. 
I 

IV-H-14 

1 "(i) objects to the provision of such service on 

2 moral or religious grounds; and 

3 "(li) in the ma.nner and through the written 

4 instrumentalities such o:rga.njzation deems appro­

5 priate, . makes available information on its policies 

6 regarding such service to prospective enrollees be­

7 fore or during enrollment and to enrollees within 

8 90 days after the date ~t the organization adopts 

9 a change in policy regarding such a counseling or 

10 refelT8l service. 

11 Nothing in this subparagraph shall be construed to af­

12 feet disclosure requirements under State law or under 

·13 the Employee Retirement Income Security Act of 1974. 

14 
• J 

I . 

"(0) HEALTH CARE PROFESSIONAL DEFINED.-· 

IS 

.16 

i 
I 

I 
For purposes of this paragraph, the term 'health care 

professional' means a physician (as· defined in section 

17 1861(r» or other health care professional if coverage 

18 for the professional's .serVices is provided under the 

19 contract refeITed to in subparagraph (A) for the serv­

20 ices of the professional. Such term. includes a podia­

21 . trist, optometrist, chiropractor,· psychologist, dentist, 

22 physician assistant, physical or occupational . therapist 

23 and therapy assistant, speech-language pathologist, 

24 audiologist, registered or licensed practical nurse (in­

2S cluding nurse practitioner, clinical ilurse specialist, cer­

26 tified registered nUrse anesthetist, and certified nUrse­

27 midWife), licensed certified social worker, registered 

28 respiratory therapist, and certified respiratory therapy 

29 technician. 

30 "(4) GRIEVANCE PROCEDUREs.-Each medicaid man­
, 0 

31 '. aged care organization shall establish an internal grievance 

32 procedure under which an enrollee who is eligible for medi­

33 cal assistance under the State plan under this title, or a 

34 :provider on behalf of such an enrollee, may challenge the 

35 :denial of coverage of or payment for such assistance. 

36 i "(5) DEMONSTRATION OF .ADEQUATE CAPACITY AND 

37 !SERVICES.-Each medicaid managed care organization 
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1 shall provide the State ,and the Secretary with adequate as­

2 :surances (in a time and manner determined by the See­
31retary) that the organization, with respect to a service area, 

4 !has the capacity to serve the expected enrollment in such 

iservice area, including assurances that the organization­

6 "(A) offers an appropriate range of services and 

7 , access to preventive and primary care services for the 

8 population expected to be enrolled in such service area, 

9 and 

"(B) maintains a Sufficient number, m.ix, and goo­

11 graphic distnbution of providers of services. 

12 "(6) PRoTECTING ENROLLEES AGAINST LIABILITY 

13 :FOR PAYMENT.-Each medicaid managed care organization 

14 :shall provide that an individual eliglble for medical assist­

;a.nce under the State plan under this title who is enrolled 

16 iwith the organization may not be held liable---,. 

17 ! "(A) for the .debts of the organization, in the event 

18 of the organization's insolvency, 

19 "(B) for services provided to the individual­

"(i) in the event of the organization failing to 

21. receive payment from the State for such services; 

22 or 
23, "(ii) in the event of a health care providerI 

I 

24 'I, with a contractual, referral, or other arrangement 
,I 
'! with the organization failing to receive payment 

26 from the State or the organization for such serv­

27 ices, or. 

28 "(C) for payments to a provider that furnishes 

29 covered services under a contractual, referral, or other 

arrangement with the organization in excess of the 

31 amount that would be owed .by the individlial if the or­

32 ganization had directly provided the services. 

33 "(7) .A.NTmISCRIMINATION.-:A. medicaid managed 

34 Care organization shall not discriminate with respect to par­

35 ticipation, reimbursement, or indemnification as to any pro­

36 .tider who is acting within the scope of the provider's li­

37 ~nse or certification under applicable State law, solelY'on 
II . 
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i 

1 I the basis of such license or certification. This paragraph 

2 : shall not be construed to prohibit an organization from in­

3 ! eluding providers only to the extent necessary to m~t the 
I 

4 , needs of the organization's enrollees or from establishing 

i any measure designed to maintain' quality and control costs 

6 : consistent with the responsibilities of the organization. 

7 

8 

I "(8) COMPLIANCE WITH CERTAIN MATERNITY AND 
I .'.. .
• MENTAL HEALTH REQUIREMENTS.-Each mediCaId man­

9 ~ aged care organjzation shall comply with the requirements 

i of subpart 2 of part A of title XXVII of the Public Health 

11 Service Act insofar as such requirementS apply and are ef­

12 i fective with reSpect to a health insurance issuer that offers 

13 • group health insurance coverage.". 
I 

14 i (b) PRoTECTION OF ENROLLEES AGAINST BALANCE 
I 

BILLING THRoUGH SUBCONTRACTORS.-8ection 1128B(d)(1) 

16 (4~ U.S.C. 1320a-7b(d)(1» is amended by inserting "(or, in 

17 th~ case of services provided to an individual enrolled with a 

18 medicaid managed care organization under title XIX under a 
I .', 

19 contract under section 1903(m) or under a contractual, refer­

ral, or other 8.lT8.Ilgement under such contract, at a rate in ex­
, . 

21 cess of the rate permitted under sUch. contract)" before the 

22 comma at the end. 

23 SEC. 4705. QUALITY ASSURANCE STANDARDS. 

24 : (a) IN GENERAL.-8ection 1932 is further amended by 
I 

adding at the end the following:
I 

26 i "(c) QUALrTY AssuRANCE STANDARDS.­

27 "(1) QuALITY ASSESSMENT AND, IMPROVEMENT 

28 
I, 
, STRATEGY.­

29 "(A) IN GENERAL.-If a State provides for con­

tracts with medicaid managed care organizations under 

31 section 1903(m), the State shall develop and implement 

32 . a quality assessment and improvement strategy consist­

33 ent with this paragraph. Such strategy shall include the 

34 following: 

35 "(i) AcCESS STANDARDS.-Standards for ac­

36 . cess to care so that covered services are available 
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within reasonable timeframes and in a manner that 

2 ensures continuity of care and adequate primary 

3 care and specialized services capacity. 

4 "~eli) OrnER MEASURES.-Examjnation of 

5 , . other aspects of care and service directly related to 

6 the improvement of quality of care (including griev­

7 ance procedures and marketing and information 

8 standards). 

9 "(iii) MONITORING PROCEDURES.-Procedures 

10 for monitoring and evaluating the quality and ap­

11 propriateness of care and services to enrollees that 

12 reflect the full spectrum of populations enrolled 

13 I under the contract and that includes requirements 
!

14 for provision of quality assurance data to the State 

15 using the data and information set that the Sec­

16 retary has specified for use under part C of title 

17 XVIII or such alternative data as the Secretary ap­

18 proves, in Consultation with the State. 

19 "(iv) PERIODIC REVIEW.-Regular, periodic 

20 examjnations of the scope and content of the strat­

21 egy. 

22 "(B) STANDARDs.-The strategy developed under 

23 subparagraph (A) shall be consistent with standards 

24 that the Secretary first establishes within 1 year after 

2S the date of the enactment of this section. Such stand­

26 ards shall not preempt any State standards that are 

27 more stringent than such standards. Guidelines relating 

28 to quality assurance that are applied under. ~ection 

29 1915(b)(1) shall apply under this subsection until the 

30 effective date of standardS for quality assurance estab­

31 lished under this subparagraph. 

32 "(C) MONITORING.-The Secretary shall monitor 

33 . the development and implementation of strategies'. 

34 under subparagraph (A). 

35 "(D) CONSULTATION.-The Secretary shall· con­. I 

i36 duct activities under subpai'agraphs (B) and (C) ill 

37 consultation with the States. 
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, I 

; "(2) EXTERNAL INDEPENDENT REVIEW OF MANAGED 

tCARE ACTIVITIES.­

I "(A) REVIEW OF CONTRACTS.­
I 

I. "(i) IN GENERAL•....,:.Each con.tract' under sec­! 

tion 1903(m) with a medicaid managed care orga­

nization shall provide for an annua] (as appro­

priate) 'enerna] independent review conducted by a 

qualified independent entity of the quaJity outcomes 

and timeliness of, and access to, the items and 

services for which the organization is responsible ' 

under the oontract. The requirement for such a r&­

view shall not apply Until after the date that the 

Secretary establishes the identification method de­

scribed in ,clause (ii). 

"(ii) ,,: QuALIFICATIONS OF, REVIEWER.-The 

Secretary, in consultation with the St~tes, shall' es- ' 

tablish a method for the identification of entities 

that are quaJified to conduct reviews under clause 
. (i). 

"(iii) USE OF PROTOCOLs.-,The Secretary, in 

coordination with the, Nationa] Governors' Associa­

tion, shall contract with an independent quaJity re-. 

view organization (such as the'NationaJ Committee 

for QuaJity Assurance) to develop the protocols to 

, be used in external independent reviews conducted 

under this paragraph on and after January 1" 

1999. 

"(iv) AVAILABILITY OFRESULTs.-The results 

of each ex:terna1 indepeildent review conducted ' 

under this subparagraph shall be available to par­

ticipating hea]t;h care provide~, enrollees, and po­

tentia]' enrollees of the organization, except that the 

results may not be made available' in a manner that 

discloses the identity of any individua] patient. 

"(B) NONDUPLICATION OF ACCREDITATION.-'A 

State may provide that, in the ease of a medicaid, man­

aged care organization that is accredited by a private 
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independent entity (such as those described in section 

2 1852(e)(4» or that has an external review conducted 

3 under section 1852(e)(3), the external review activities 

4 conducted under subparagraph (A) with respect to the ­

organization shall not be duplicative of review activities 

6 conducted as part of the accreditation process or the 

7 external review conducted under such section. 

8 "(C) DEEMED COMPLIANCE FOR MEDICARE MAN-­

9 AGED CARE ORGANlZATIONS.-:At the option of a State, 

the requirements of subparagraph (A) shall not apply
i 

11 I . with respect to a medicaid managed care' organization 


12 I if the organization is an eligible organization With a
I 

13 contract in effect under section 1876 or a 


14 Medicare+Choice organization with a contr8.ct in effect 


under C of title XVIII and· the organization has had a 


16 con~ in effect under section 1903(m) at least dur­


17 ing the previous '2-year period. 


18 :(b) INCREAsED FFP FOR EXTERN.AL QUALITY REVIEW 

19 . OOO.A.mzATIONS.-Section 1903(a)(3)(C) (42 U.S.C. 

139~b(a)(3)(C» is amended­

21 (1) by inserting "(i)" after "(C)", and 1 

22 . (2) by adding at the end the following new clause: 

23 "(ii) 75 percent of the sums expended with respect 

24 to costs incurred. during such qu~ (as found nec­

essary by the Secretary for the proper tmd efficient ad­

26 ministration of the State plan) as are attributable to 

27 the performance of independent external reviews con­

28 ducted under section 1932(c)(2); and". 

29 ~c) STUDIES AND REPORTS.­

(1) GAO STUDY AND REPORT ON QUALITY ASSURANCE 
I 

31 AND ACCREDITATION STANDARDS.­
I 

32 (A) STUDY.-The Comptroller General of the 

33 -' United States shall conduct a study and analysis of-the 

34 quality assurance programs and accreditation stand­

35 - aros applicable to managed care entities operating in 

36 the private sector, or to. such entities' that operate 

37 I under contracts under themedica.re program under 
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title XVIII of the Social Security Act (42 U.S.C. 1395 

et seq.). Such study shaJl·determine- .' 

(i) if such programs and standards include 

. consideration of the accessibility and qualiti of the 

health care items and services delivered lUlder such 

contracts to low-income individuals; and 

(ii) the appropriateness of applying such pro-· 

grams and standards to medicaid managed. care or­

~ations lUlder section 1932(c) of such Act. 

(B) REPORT.-.· The Comptroller Gener8J. shall sub­

mit a report to the Committee on Commerce of the 

House of ~preSentatives and the Committee on Fi­

nance of the Seriate on the study conducted lUlder sub­

paragraph (A). . 

I (2) 'STUDY AND REPORT ON SERVICES PROVIDED TO 

INDIVIDUALS WITH SPECIAL HEALTH CARE NEEDS.-. 
Ii (A) STUDY.-The. Secretary of Health and Human 

: Services, in consu,ltation with States, managed. care or­

ganizations, the National Academy of State Health Pol­

. icy, representatives of beneficiaries with special health . 


care needs, experts in specialized health care, and oth-. 


ers, shall conduct a study concerning safeguards (if 


any) that may be needed to ensure that the. health care 


needs .of individuals with special health care needs and 


chronic conditions who are enrolled With m~icaid man­

aged care organizations are adequately met. 

(B) REPoRT.-Not later than 2 years after. the 

date of the enactment of this Act, the Secretary shall 

,. submit-to Committees described in paragraph (l)(B) a 

I report on such study.. 

SEC. ~706. SOLVENCY STANDARDS. 
. I 

Section 1903(m)(1) (42 U.S.C. 1396b(m)(1» is amend­

ed-. i
! 

I (1) in subparagraph (A)(ii), by inserting ", meets the. 

~uirements of subparagraph (CHi) (if applicable)," after 

"~rovision is satisfactory to the State", and . 

.r. (2) by adding at the end the following: 
I 
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1 "(CHi) Subject to clause (ii), a provision meets the re­

2 qun.ements of this subparagraph for an organization if the or-
o • 

3 gmpzation meets solvency standards established by the State 

4 for: private health maintenance organizations or is licensed or 

S certmed.by the State as a risk-bearing entity .. 
I .

! "(ii) C1ause (i)shal1 not apply to an organization if ­

1 


6 

"(1) the organization is not responsible for the provi­

8 1sion (directly or through a.tTangements with providers of 

9 I services) of inpatient hospital services and physicians' serv­
I 
I·10 'Ices; 


11 "(II) the organization is a public entity; 


12 "(III) the solvency of the organization is guaranteed 


13 iby the State; or . . . 


14 I "(IV) the organization is (or is controlled by) one or 


15 ;more Federal1y-qualified health centers and meets solvency 


16 !standards established by the State for such an organiza­


11 ,tion. 

I 

18 For purposes ·of subclause (IV), the term 'control' 'means the 

19 pos~ssion, whether direct or indirect, of the power to direct or 

20 ca~e the direction of the management and policies of the. orga­
21 . nization.through membership, board representation, or an own­

22 ersItp interest equal to or greater than 50.1' percent.". 

23 SEC. 4707. PROTECTIONS AGAINST FRAUD AND ABUSE. 
i 

24 : (a) IN GENERAL.-Section 1932 (42 U.S.C. 1396v) is fur.. 

2S theli amended by adding at the· end the following: . 
I 

26 . "(d) PRoTECTIONS AGAINST FRAUD AND ABuSE.­
, , 

21 i· "(1) PRoHIBITING AFFILIATIONS WITH INDIVIDUALS 
i . 

28 DEBARRED BY FEDERAL AGENCIES.­, 
29 I "(A) IN GENERAL.-A. managed care entity may' 

30 not knowingly­

31 , "(i) have a person described in subparagraph 

32 (C) as a director, officer, partner, or person with 

33 beneficial. ownership of more than 5 percent of the 

34 entity's equity, or 

35 "(ii) have an employment, consulting, or 'other 

36 agreement with a person described in such' sub- . 

31 paragraph for the provision of items and sei-vices 
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that are significant and material to the entity's ob­

2 ligations under its contract with the State. ' 

3 "(B) EFFECT OF NONCOMPLIANCE.-Ifa State 

4 finds that a managed care entity is not in compliance 

5 with clause (i) or (ti) of subparagraph (A), the State­

6 "(i) shall notify the Secretary of such non­

7 compliance; 

8 "(ti) may continue an existing agreement with 

9 the entity unless the Secretary (in collSUltation 

10 with the Inspector General of the Department of 

11 Health and Human Services) directs otherwise; and 

12 "(iii) may not renew or otherwise extend the 

13 duration of an existing agreement with the entity 

14 unless the Secretary (in consultation with the In­

,15 spector General. of the Department of Health and 

16 Human Services) provides to the State and to Con­

17 gress a written statement describing compelling 

18 reasons that exist for renewing, or extending the 

19 agreement. 

20 "(C) PERSONS DESCRIBED.-A person is described 

21 in this subparagraph if such persoD- . 

22 "(i) is debarred, suspended, or otherwise ex­

23cluded from participating in procurement activities 

24 under the Federal .Acquisition Regulation or from 

2S participating in nonprocurement activities under 

26 regulations issued pursuant to Executive Order N9. 

27 12549 or under guidelines' implementing such 

28 orde~ or 

29 "(ii) is an affiliate (as defined in such Act) of 

30 a person described in clause (i). 

31 "(2) RESTRICTIONS ON MARKETING.­

32 "(A) DISTRIBUTION OF MATERIALS.­

33 "(i) IN GENERAL.-'A managed care entity, 

34 with respect to activities under this title, may not 

35 distribute directly or through any agent or inde­

36 pendent contractor marketing materials within any 

37 State-
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1 "(I) without the pnor approval of the 

2 State, and . 

3 "(II) that contain false or materially mis­

4 le~g information. 

5 The requirement of subclause (n shall not apply 

6 with respect to a State until such date as the Sec­

7 retary specifies in consultation with such State. 

8 "(ti) CONSULTATION IN REVIEW OF MARKET 

9 MATERlALS.-In the process of reviewing and ap­

10 proving such materials, the State shall provide for 

11 consultation with a medical care advisory commit­

12 tee. 
13 "(B) SERVICE MARKET.-A managed care entity 

14 .. shall distnbute marketing materials to the entire serv-

IS . ice area. of such entity covered under the contract 

16 under section 1903(m) or section 1903(t){3) .. 

17 . "(C) PRoHIBITION, OF TlE-INs.-A managed care 

18 entity, or any agency of ~ch . entity, ~y not seek to 

19. 
. , 

irifluence an individual's enrollment with the entity'in 

20 conjunction with the sale of any other insurance. I 
21 "CD) PRo:m:BITING MARKETING FRAUD.-Each 

22 managed care entity shall comply with such,procedures 

23 . and conditions as the Secretary prescribes in order to 
,24 ensure that, before an individual is enrolled with the 
I 

25 
i . 

entity, . the individual is provided accurate oral and 

26 written information sufficient to make an informed de­

27 cision whether or not. to enroll. 

28 "(E) PRoHIBITION OF 'COLD-CALL' MARKETING.­

29 Each managed care entity shall not, directly orindi­

30 reetly, conduct door-to-door, telephonic, or other ~cold-

31 call' marketing of enrollment under this title. 

32 "(3) STATE CONFLICT-oF:'INTEREST SAFEGUARDS IN 

33 ,MEDICAID RISK·CONTRACTING.-A medicaid managed"care 

34 ' ; organization may. not enter into a contract. with any State 

35 ,under section 1903(m) unless the State has in effect con­

36 iflict-of-interest safeguards with respect to officers and em-
I 

37 : ployees of the State with responsibilities relating to con­
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1 ! tracts with such organizations or to the default enrollment 

2 prooess described in subsection (a)(4)(C)(ii) that are atI 

: least as effective as the Federal safeguards provided under 

4 

3 

, section 27 of the Office of Federal Procurement Policy Act 

5 ! (41 U.S.C. 423), against conflicts of interest that apply 

6 with respect to Federal procurement officials with com-
I 

7 ! parable responsibilities with 'respect to such contracts. 

8 "(4) USE OF UNIQUE PHYSICIAN IDENTIFIER FOR 
, 

9 I PARTICIPATING PHYSICIANs.-Each medicaid managed care 
I ' 

10 . organization shall require each physician providing services 

11 i to enrollees eligible for medical assistance under the State 

12 : plan under this title to have a unique identifier in accord­

13 i anee with the system established under section 1173(b). 

14 I
I 

"(e) SANCTIONS FOR NONCOMPLIANCE.­

15 "(1) USE OF INTERMEDIATE ,SANCTIONS BY THE 
i 

16 i STATE, TO ENFORCE REQUIREMENTS.­

17 "(A) IN GENEBAL.-A State may not enter into or 

18 renew a contract under section 1903(m) unless the 

19 State has established intermediate sanctions, which 

20 may include any of the types described in paragraph 

21 '(2), other than the termination of a contract with a 

22 medicaid managed care organization, which the State 

23 may impose against a medicaid managed care organiza­

·24 tion with such a contract, if the organization-' 

2S "(i) fails substantially to, provide medically 

26 necessary items and services that are required 

27 (under law or under such organization's contract 

28 with the State) to be provided to an enrollee cov­

29 ered under the contract; 


30 
 "(ii) imposes premiums or charges on enrollees 

31 . in excess of the premiums or charges permitted 

32 under this title; 

33 "(iii) acts to discriminate among enrollees on 

34- the basis of their health status or requirements for 
,

35 health care services, including expulsion, ,or refusal 

36 to reenroll an individual, except as permitted by 

37 this title, or engaging in any practice that would 
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1 reasonably be expected to have the effect of deny­

2 . ing or discouraging enrollment with the organiza­

3 tion by eligible individuals whose medical condition 

4 or history indicates a need for substantial future 

S 

6 

I 

I'
! 

medical services; 

"(iv) misrepresents or falsifies information 

7 that is furnished­

8 "(1) to the Secretary or the State under 

9 this title; or 

10 "(II) to an enrollee, potential enrollee, or 

11 a health care provider under such title; or 

12 "(y) fails to comply with the applicable re­

13 qUirements of section 1903(m)(2)(A)(x). 

14 
. i 

The State may also impose such intermediate sanction 

15 against a m8.naged care entity if the State determines 

16 that the entity distributed directly or through any 

17 agent or independent contractor marketing materials in 

18 violation of subsection (d)(2)(A)(i)(II) .. 

19 "(B) RULE OF CONSTRUCTION.-Clause (i) of sub­

20 paragraph (A) shall not apply to the provision of abor­

21 tion services, except that a State may impose a sanc­

22 tion on any medicaid managed care organization that 

23 has a'contract to provide . abortion services if the orga­
24 

" 
nization does not provide such services as provided for 

25 under the contract. 

26 "(2) INTERMEDIATE SANCTIONS.-The sanctions de­

27 . jscribed in this paragraph are as follows: 

28 "(A) Civil money penalties as follows: 

29 ,i "(i). Except as provided in clause (ii), (iii), or 

30 . ,(iv), not more than $25,000 for each determination 

31 under paragraph (l)(A). 

32 "(li) With respect to a determination under 

33 . clause (iii) or (iv)(I) of paragraph (l)(A), not more 

34 than $100,000 for each such determination. 

3S "(iii) With respect to a determination under 

36 paragraph (1) (A) (ii), .double the excess amount 

37 . charged in violation of such subsection (and the ex-

JUly 29. 1997 (10:51 p.m.) 
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cess amount charged shall be deducted . from the 

2 penalty and returned to the individual concerned). 

3 "(iv) Subject to clause (ii), with respect to a 

4 

6 

7 

I 
I 

: 
I, . 

determination under paragraph (l)(A)(iii), $15,000 

for each individual not enrolled as a result of a 

practice described in such subsection; 

"(B) The appointment of temporary manage­

8 ment­

9 "(i) to oversee the operation of the medicaid 

managed care organization upon a finding by the 

11 State that there is continued egregious behavior by 

12 the organization or there is a substantial risk to 

13 the health of enrollees; or 

14 "(ii) 'to assure the health of the organization's 

enrollees, if there is a need for temporary manage­

16 ment while­

17 "(I) there is an orderly termination or re- , 

18 organization of the organization; or 

19 "(II) improvements are made to remedy 

the violations found under paragraph (1), 

21 

22 

-; 
I 

except that temporary management under this sub­

paragraph may not be terminated until the State 

23 has determined that the medicaid managed care or.,. 

24 ganization has the capability to ensure that the vio­

lations shall not recur. 

26 "(C) Permitting individuals enrolled with the man­

27 aged care entity to terminate enrollment without cause, 

28 and notifying such individuals of such right to termi­

29 nate enrollment. 

31 

"(D) Suspension or default of all enrollment of in-

I,'dividuals under this title after the date the Secretary 

32 or the State notifies the entity of a determination of a 

33 violation of any requirement of section 1903(m) or this 

34 

35 

36 

section. 

"(E) Suspension of payment to the entity under 

this title for individuals enrolled after the date the Sec­

37 retary or State notifies the entity of such a determina-

July 29,1997 (10:51 p.m.) 
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tion and until the Secretary or State is satisfied that 

the basis for such determination has been corrected 

and is not likely to recur. 

"(3) TREATMENT OF CHRONIC SUBSTANDARD ENTI­

;TIEs.-In the case of a medicaid managed care organiza­
, 

i	tion which. has repeatedly failed to meet the requirements 

of section 1903(m) and this section, the State shall (re­

gardless of what other sanctions are provided) impose the 

sanctions described in subparagraphs (B) and (C) of para­

.graph (2). 

"(4) AUTHORITY TO TERMINATE CONTRACT.­

"(A) IN GENERAL.-.In the case of a managed 

care entity which has failed to meet the requirements 

of this part or a contract under section 1903(m) or 

1905(t)(3), the State shall have the authority to termi­

nate such contract with the entity and. to enroll such 

entity's enrollees with other managed care entities (or 

to permit such enrollees to receive medical assistance 

under the State plan under this title other than 

through a managed care entity). 

"(B) AVAILABILITY OF HEARING PRIOR TO TERM!­

NATION OF CONTRACT.-A State may not terminate a 

contract with a managed care entity under subpara­

. graph (A) unless the entity is provided with a hearing 

prior to the termination. 

"(C) NOTICE AND RIGHT TO DISENROLL IN CASES 

OF TERMINATION HEARING.-A State may- . 

"(i) notify individuals enrolled with a managed 

care entity which is ~e subject of a hearing to ter­

minate the entity's contract with the State of the 

hearing, and 

"(ii) in the case of such an entity, permit such 

enrollees to disenroll immediately with the entity 

without cause. 

"(5) OTHER PROTECTIONS FOR MANAGED CARE ENTI­
I 

:TIES AGAINST SANCTIONS IMPOSED BY STATE.-Before. im­

iPosing any sanction against a managed care entity other 
I 
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than termination of the entity's contract, the State shall 

: provide the entity with notice and such other due process 
I 

!protections as the State may provide, except that a State 

imay not provide a managed care entity with a pre-termi-
I 

!nation hearing before imposing the sanction described in 

:paragraph (2)(B).". 

: (b) LIMITATION ON AVAILABILITY OF FFP FOR USE OF , 
ENRoLLMENT BROKERS.-Section 1903(b) (42 U.S.C. , 
1396b(b» is amended by adding at the end the following: 

!"(4) Amounts expended by a State for the use an enroll­

m~t broker in marketing medicaid managed care organizations 

and other managed care entities to eligilile individuals under 

this: title shall be considered, for purposes of subsection (a)(7), 

to be necessary for the proper and efficient administration of 

the ,State plan but only if the following conditions are met with 

respect to the broker: 

"(A) The broker is independent of any such entity and 

pf any health care providers (whether or not any such pro- ' 

yider participates in, the State plan under this title) that 

provide coverage of services in the same State in which the , 

proker is conducting enrollment activities. ' 

"(B) No person who is an owner, employee, consult­

~t, or has a contract with the broker either has any direct 

?r indirect, financial interest with' such an entity or health 

~ provider or has been excluded from participation in 
I 

ihe program under this title or title XVIII or debarred by 

k y Federal agency, or subject to a civil money penalty 

kder this Act.". 
I 
:(c) APPLICATION OF DISCLOSURE REQUIREMENTS TO 

~AGED CARE ENTITIES.-Section 1124(a)(2)(A) (42U.S.C. 

132Qa--3(a)(2)(A» is amended by inserting ,"a managed care' 

entit!, as defined in section 1932(a)(1)(B)," after "renal dis­

ease ifacility,". 

SEC; 4708. IMPROVED ADMINISTRATION. 
, 
;(a) CHANGE IN THRESHOLD AMOUNT FOR CONTRACTS 

REQUIRING SECRETARY'S PRIOR APPRoVAL.-Section 

1903'(m)(2)(A)(iii) (42 U.S.C. 1396b(m)(2)(A)(iii» is amended ' 

July 29, 1997 (10:51 p.m.) 
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1 by s;trilcing "$100,000" and inserting "$1,000,000 for 1998 

2 and,: for a subsequent year, the amount established under this 

, 3 . cla~ for the' previous year increased by the percentage in~ 
4 cre~e in theoonsumer price index for all urban coIlSUIIlers 
I, .' 

5 over ithe previous year". 
i .' 

6 !(b) .PERMITTING SAME COPAYMENTS IN HEALTH MAINTE­

7 NANCE ORGA.NIZATIONS As IN F'EE-FOR-SERVicE.--Section 
. I ' 

8 1916;' (42 U.S.C. 13960) isamended-. 

. 9 ~ (1) in subsection (a)(2)(D),by striking "or services 

10 furnished" and all. that follows through "enrolled,"; and 

11 I (2) in subsection (b)(2}(D), by striking "or (at the op­
i 

12 ~on" and all that follows through "enrolled,". 
( . , 

13 (c) AssuRING TIMELINESS OF PROVIDER PAYMENTS.­

.14 Secti~n 1932 is further amended by adding at the end the fol­
, . I 

15 lo~ 
I 

16. ~'(f) TIMELINEss OF PAYMENT.-A contract Under section 

17 . 1903(m) with a medicaid managed care organization shall pro- ' 
I . " 


18 vide that the organization shall make payment to health care 

I· .,' 


19 provi~ers for items and services which are subject to the con­

20, tract land' that 8.re·'furnished to individuals . eligible for medical 

21 assistance under the State plan ,under this title who are en-
I . . " . 

22 rolled with the organization on a. timely basis consistent with 

23 the Iclaims payment' procedures described in section 
I . . 

24 1902(a)(37)(A), unless the health care provider and the organi­
1 " , . 

2S zation agree to an alternate payment schedule.". 
I 

26 Cd) CLARIFICATJ;ON OF APPLICATION OF FFP DENIAL 
1 '.' ' 

27 RULES TO PAYMENTS MADE PuRsuANT TO MANAGED CARE , , 

28 ENTITIES.-Section 1903(i) (42 U.S.C. 1396b(i» is amended 
. i . . 

29 ' by ad~g at the end the following new sentence: "Paragraphs 
II . .','

30 (1), (2), (16), (17), and (18) $.all apply with respect ,to items 

31 or se~ces furnished and amoUnts expend~' by or through a . 

32 ma.na,goo care entity (as defined in section 1932{a)(I)(B)} in 
( 

33 the same manner as such paragraphs apply to items or services 
I· . 

34 furnished and amounts expended directly by the State.". 

35 . SEC. ~7(j9. 6-MONTH GUARANTEED ELIGmILITY FOR ALL . 
I . 

36 ' INDIVIDUALS ENROLLED IN MANAGED CARE •. 
1 

37 $ection 1902(e)(2) (42 U.S.C. 1396a(e)(2» is amended-­

I 
July 29, 1997 (10:51 p.m.) I 
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(I) by striking ''who is enrolled" and all that follows 

2 

1 

,<through "section 1903{m){2){A)" and inserting "who is en­, 
: rolled with a medicaid managed care organization (as de­3 

• fined in section 1903(m)(I)(A», with a primary care case 4 , 

: manager (as defined in section 1905{t»,"; and 


6 
 (2) 	by inserting before the period "or by or through 

7 : the case manager". 


8 SEC. 4710. EFFECTIVE DATES. 


9 	 : (a) GENERAL EFFECTIVE DATE.-Except as otherwise 

~ded in this chapter and section 4759, the amendments 
I 	 ' 

11 map.e by, this chapter shall take effect on the date of the enact­

12 ment of this Act and shall apply to contracts entered into or 
I 	 ' , 

13 	 re~ewed on or after October 1, 1997. . 

14 : (b) SPECIFIC EFFECTIVE DATES.-., Subject to subsection 

(c) land section 4759­

16 i (1) PCCM OPl'ION.-The amendments made by sec· 
i 

17 i tion 4702 shall apply to primary care case management 

18 : services furnished on or after October 1, 1997. 
! 	 . 

19 (2) 75:25RULE.-The amendments made by section 

: 4703 apply to contracts under section 1903{m) of the So­

21 : cial Security Act (42 U.S.C. 1396b{m» on and after June 

22 :20,1997. 

23 (3) QUALITY ST.ANDARDS.--Section 1932{c)(l) of the 

24 : Social Security Act, as added by section 4705(a), shall take 

,effect on January 1, 1999. 

26 (4) SoLVENCY ST.ANDARDS.­

27 (A) IN GENERAL.-The amendments made by sec· 

28 tion 4706 shall apply to contracts entered into or re­

29 newed'on or after October 1, 1998. 

(B) TRANSITION RULE.-fu the case of an organi­

31 zation that as of the date of the enactment of this Act 

32 has entered into a" contract under section 1903{m) of 

33 the Social Security Act with a State for the provision 

34 of medical assista:hce under title XlX of such Act under 

35 which the organization assUrn.esfull financial risk and 

36 is receiving capitation payments, the amendment made 

37 by section 4706 shall not apply to such organization 

July 29, 1997 (10:51 p.m.) 
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until 3 years after the date of the enactment of this 

2 Act. 
3 

1 

(5) SANCTIONS FOR NONCOMPLIANCE.-Section 

4 1932(e) of the Social Security Act, as added by section 

5 i4707(a), shall apply to contracts entered into or renewed 
I 

6 'on or after April 1, 1998. 

7 ,, (6) LIMITATION ON FFP FOR ENROLLMENT BRO­
' 

8 :KERS.-The amendment made by section 4707(b) shall 
I 

9 !apply to amounts expended on or after October 1, 1997. 

10 (7) 6-MONTH GUARANTEED ELIGIBILITY.-The 

11 !amendments made by section 4709 shall take effect on Oc­

12 ;tober 1, 1997. 
I 

13 . (c) NONAPPLICATION TO WAIVERS.-Nothing in this chap­, 
14 ter ;(or the amendments made by this chapter) shall be con­

15 strubd as affecting the terms and conditions of any waiver, or 

16 the authority of the Secretary of Health and Human Services 

17 wi~ ;respect to any such waiver, llllder section 1115 or 1915 
I 

18 of the Social Security Act (42 U.S.C. 1315, 1396n). 


19 CHAPTER 2-FLEXIBILITY IN PAYMENT OF 

20 ! PROVIDERS 


I 

21 SEC. 4711. FLEXIBILITY IN PAYMENT METHODS FOR 
22 HOSPITAL, NURSING FACILITY, ICFIMR, AND 
23 HOME HEALTH SERVICES. 

I 

24 !(a) REPEAL, OF BOREN REQUIREMENTS.-'Section 

2S 1902(a)(13) (42 U.S.C. 1396a(a)(13» is amended­

26 (1) by striking all that precedes subparagraph (D) and 

27 inserting the following: 
I ' 

28 I "(13) provide­

29 "(A) for a public process for determination of 

30 rates of payment under the plan for hospital services, 

31 nursing facility services, and services of intermediate 

32 care facilities for the mentally retarded llllder which­

33 "(i) proposed rates, the methodologies llllderly­

34 ing the establishment of such rates, and justifica­

35 tions for the proposed rates are published, 
" I 

36 1 "(li) providers" beneficiaries and their rep­
i 

,37 resentatives, and other concerned State residents I 

' 

' 

July 29, 1997 (10:51 p.m.) 
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are given a reasonable opportunity for review and 

comment on the proposed rates, methodologies, arid 

justifications, 

"(iii) final rates, the methodologies underlying 

the establishment of such rates, and justifications 

for such final rates are published, and 

"(iv) in the case of hospitals, such rates take 

into account (in a· manner consistent with section 

1923) the situation of hospitals which serve a dis­

proportionate number of low-income patients with 

special needs;"; 

(2) by redesignating subparagraphs (D) and (E) as 

: subparagraphs (B) and (C), respectively; 

I (3) in subparagraph (B), as so redesignated, by add­

: ing "and" at the end; 

(4) in: subparagraph (C), as so redesignated, by strik­
i 

: ing "and" at the end; an~ 


(5) by striking subparagraph (F). 

l (b)-STUDY AND REPORT.­

(1) STUDY.-The Secretary of Health and Human 

: Services shall study the effect on access to, and the quality 

i of, services provided to beneficiaries of the rate-setting 

; methods used by States pursuant to section 1902(a)(13)(A) 

: of the Social Security Act (42 U.S.C. 1396a(a)(13)(A)), as 

amended by subsection (a). 

(2) REPORT.-Not later thaIi 4 years after the date of 

~ the enactment of this Act, the Secretary of Health and 
I 

I Human Services shall submit a report to the appropriate 

: committees of Congress on the conclusions of the study 

i conducted' under paragraph (1), together with any ree-
I 

: ommendations for legislation as a result of sUch conclu­

: sions. 

: (c) CONFORMING AMENDMENTS.­
I . 

! (1) Section 1905(0)(3) (42 U.S.C. 1396d(0)(3)) is 

: amended by striking "amount described in section 
I 

: 1902(a)(13)(D)" and inserting "amount determined in sec-, 

: tion 1902(a)(13)(B)"; 
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1 I (2) Section 1923 (42 U.S.C. 13961'-4) is amended, in 
I 

2 : subsections (a)(1) and (e)(l), by striking "1902(a)(13)(A)" 

3 leach place it appears and inserting "1902(a)(13)(A)(iv)". 

4 • (d) EFFECTIVE DATE.-This section shall take effect on 

5 the f date of the enactment of this .Act and the. amendments 

6 maQ.e by subsections (a) and (c) shall apply to payment for 

7 ite:zris and services furnished on or after October I, 1997. 

8 SEC. 4712. PAYMENT FOR CENTER AND CLINIC SERV. 
9 ICES. 

, 
10 ! (a) PHAsE·OUT OF PAYMENT BASED ON REAsoNABLE 

11 COST8.-Section 1902(a)(13)(C) (42 U.S ..C. 1396a(a)(13)(C», 

12 as redesignated by section 4711(a)(2), is amended by inserting
, . 

13 "(o~ 95 percent for services furnished during fiscal year 2000, 

14 90 percent for services furnished during fiscal year 2001, 85 
I .', 

15 pe~nt for services furnished during :fiscal year 2002, or 70 

16 perCent for services fumishedduring :fiscal year 2003)" after , 

17 "lob percent". 

18 : (b) TRANSITIONAL SUPPLEMENTAL PAYMENT FOR SERV­

19 lCE~ FUR..~SHED UNDER CERTAIN MANAGED CARE CON­
: ­

20 TRACTS.­
I 

21 (1) IN GENERAL.-Section 1902(a)(13)(Q) (42 U.S.C. 

22 :1396a(a)(13)(C», as so redesignated, is further amended­

23 (A) by inserting "(i)" after "(C)", and 

24 (B) by inserting before the semicolon at the end 

2S the following: "and (ii) in carrying out clause (i) in the 

26 case of services furnished by a Federally-qualified 

27 health center or a rural health clinic pursuant to a con­

28 tract between the center and an organization under 

29 section 1903{m), for payment to the center or clinic at 

30 least quarterly by the State of a supplemental payment 

31 equal to the amount (if any) by which the amount de­
" . 

32 termined under clause (i) exceeds the a.mount of the 

33 payments provided under such contract". 

34 (2) CONFORMING AMENDMENT TO MANAGED CARE 

35 (])ONTRACT REQUIREMENT.-Clause (ix) of section 

36 f903(m)(2)(A) (42 U.S.C. 1396b(m)(2)(A)) is amended"to . 

37 read as follows: . 
I 

July. 29, 1997 (10:51 p.m.) 
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1 "(ix:) such contract provides, in the case of an entity 

2 that has entered into a contract for the provision. of SeN­
3 ! ices with a Federally-qualified health center or a rural 

4 : health clinic, that the entity shall provide payment that is 

5 ; not less than the level and amount of payment which the 

6 : entity would make for· the services if the services were fur­

1 . nished by a provider which is not a Federally-qualified 

8 : health center or a rural health clinic;". 


9 (3) EFFECTIVE DATE.-The amendments made by 


10 : this subsection shall apply to services furnished on or after 


11 October 1, 1997. 


12 (c) END OF TRANSITIONAL PAYMENT RuLEs.-·Effective 


13 for, services furnished on or after October 1, 2003­

14 (1) subparagraph (C) of section 1902(a)(13) (42 


15 : U.S.C. 1396a(a)(13», as SO redesignated, is repealed, and 


16 (2) clause (ix) of section 1903(m)(2)(A) (42 U.S.C. 


11 . 1396b(m)(2)(A» is repealed. 


18 I (d) FLE:xm1LITY IN COVERAGE OF NON-FREESTANDING 

J 

19 LOPK-.ALIKES.­

I . 
.20 , (1) IN GENERAL.-Section 1905(l) (2)(B)(ili) (42 

21 i U.S.C. 1396d(l)(2)(B)(ili» is amended by inserting "in­
t . 

22 Ieluding requirements of the Secretary that an entity may 
I . 

23 I not be owned, controlled, or operated by another entity," 
I

24 : after "such a grant,". 
I 

2S (2) EFFECTIVE DATE.-The amendment made by 

26 paragraph (1) shall apply to services furnished .on or after 

21 I the date of the enactment of this Act. 
I 

28 ·SEC. 4713. ELIMINATION OF OBSTETRICAL AND PEDI· 

29 iATRIC PAYMENT RATE REQUIREMENTS. 


30 
 i (a) IN GENERAL.-Section 1926 (42 U.S.C. 1396r-7) is 

31 repealed. 

32 i (b) EFFECTIVE DATE.-The repeal made by subsection 
I . 

33 (a) I shall apply to services furnished on or after October 1, 
I 

34 1997. 

JUly 29,1997 (10:51 p.m.) 
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SEC. 4714. MEDICAID PAYMENT RATES FOR CERTAIN 

I . 
MEDICARE COST·SHARING. 


I (a) CLARIFICATION REGARDING STATE LIABILITY FOR 

I 

Mlp)ICARE COST-SRARING.­

(1) IN GENERAL.-Section 1902(n) (42 U.S.C! 

; 1396a(n» is amended­

(A) by inserting "(1)" after "(n)", andI 
(B) by adding at the end the following:

i 

I "(2) In carrying out paragraph (1); a State is not required 
I 

to 'provide any payment for any expenses incurred. relating to 


payment for deductibles, coinsurance, or copayments for medi-

I 

c~cost-sharing to the extent that payment under title XVIII . 

for: the service would exceed the payment amount that other­

wish would be made under the State plan under this title for 

such service if provided to an eligJ.ble recipient other than a 
I 

m~eare beneficiary. 

. \ "(3) In the case in which a State's payment for medicare 
I 

cost-sharing for a qualified medicare. beneficiary with respect to· 
I 

an item or service is reduced or eliminated through the appliea­

tio~ of paragraph (2)­

, "(A) for purposes of applying any limitation under 

; title XVIII on the amount that the beneficiary may be 

!billed or charged for the service, the amount of payment 

:made under title XVIII plus the amount of payment (if· 

!any) under the State pl~ shall 'be considered to be pay­

:ment in full for the service; 
I 

~ "(B) the .beneficiary shall not have any legal liability 

to make payment to a provider or to an organization' de-
I '. 

:scribed in section 1903(m)(1)(A) for the service; and 

"(C) any lawful sanction that may be iinposed upon a 

iprovider or such an organization for excess charges under 
I 

:this title or title XVIII shall apply to the imposition of any 

,charge imposed upon the individual in such case. 

ThiS paragraph shall not be' construed as preventing payment 

of apy medicare cost-sharing by a medicare supplemental policy 

or ah employer retiree. health plan on behalf of an individual.". 

July 29, 1997 (10:51 p.m.) 
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(2) CONFORMING CLARIFICATION.-Section 

,1905(p)(3) (42 U.S.C. 1396d(p)(3» is amended by insert­

ling "(subject to section 1902(n)(2»'" after "means". 

: (b) LooTATION ON MEDICARE PRoVIDERS.­

(1) PRoVIDER AGREEMENTS.-Section 1866(a)(l)(A) 

!(42 U.S.C. 1395cc(a)(1)(A» is amended­

(A) by inserting "(i)" after "(A)", and 

(B) by inserting before the comma 'at the end the 

following: ", and (ii) not to impose any charge that is 

prohibited under section 1902(n)(3)". 

(2) NONPARTICIPATING PROVIDERS.-Section 

'1848(g)(3)(A) (42 U.S.C. 1395w--4(g)(3)(A» is amended 

,by inserting before the period at the end the following: 

!"and the provisions of section 1902(n)(3)(A) apply to fur­

,;ther limit permissible eharges under this section". 

: (c) EFFECTIVE DATE.-The amendments made . by this 

section shall apply to payment for (and with respect to provider
I 

~ments with respect to) items and services furnished on or 
I 

afte~ the date of the enactment of this Act. The amendments 
I 

made by subsection (a) shall also apply to payment by a State 

for ~tems and services' furnished before such date if such pay­

ment is the subject of a law suit that is based on the provisions 
i 

of s~tions 1902(n) and 1905(p) of the Social Security Act and 
I . 

that is pending as of, or is initiated after, the date of the en­

ac~ent 9f this Act. , 

SEC. 4715. TREATMENT OF 'VETERANS' PENSIONS 
UNDER MEDICAID. 

1(a) PosT-ELIGmILITY TREATMENT.-Section 1902(r)(1) 
I 

(42 !U.S.C. 1396a(r)(1» is amended­

(1) by inserting "(A)" after "(r)(l)", 

(2) by inserting ", the treatment described in subpara-
I 

graph (B) shall apply," after "under such a waiver";' 

(3) by striking "and," and inserting ", and"; and 

(4) by adding at the end the following: 

,"(B)(i) In the ease of a veteran who does not have a 

spoUse or a child, if the veteran-

i , . 
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1 [ "(1) receives, after the veteran has been determined to 

2 lbe eligible for medical assis~ceunder ,the State plan . 
I, ". . 
lunder this: title, a veteran's pension in excess of $90 per3 
I . '. . 

4 Imonth, and, '. . .' . .' 
5 1 "(II) resides ina State veterans home with respect to 

I. . . . 
6 Iwhich the Secretary of Veterans Affairs . niakes per diem 

7 !payments . for nursing home care pursuant to section 

8 [1741(a) of title 38; United States Code, 

9 anYlsuch pension payment, including any payment made due to 

10 the !need for aid and attendance, or for unreimbursed medical 

11 ~nses, that is mexcess of $90 per month shall be counted 

12 as J,come' only for the purpose of appIymgsuch excess payment 
. I '. . '. 

13 to the State veterans home's' cost of providing nursing home 
I . 

14 care! to the veteran. 

15 !"(n) The provisions of clause (i) shall apply with respect 

16 to,a! surviving spouse of·a veteran who does not have a child 
I '. • 

17 in the same manner as they apply to a. veteran described in 
! . • . 

18 suc~ clause/'. 


19 .\(b) EFFECTIVE DATE.-The amendments made by 'this 


20 section shall apply on and after October 1, 1997.' . 

. I . . . 

21 . CHAPTER 3-FEDERAL PAYMENTS TO STATESI! . 
22 SEC~ 4721•. REFORMING . DISPROPORTIONATE SHARE 
23 I PAYMENTS UNDER STATE MEDICAID PRO· 
24 I GRAMS. 

i . . ", • • 

2S I(a) ADmsTMENToF STATE DSH .ALLoTMENTS.­

26 : .(1) INGENERAL.-·Section: 1923(f) (42 U.S.C. 1396r­. . 
27 4(f) is amended to read as follows:, . 

I . ,." . 
28 . I"{f) LrMrrATION ON FEDERAL FINANCIAL PARTICIPA­

I . . 

29 TION,-.
I . 

30 I "(1) . IN GENERAL.-·Payment under section 1903{a)' 
1_' 

31 shall not be made to a State 'with respect·to any paymentt "',' , 
32. adjustment made under this section for hospitals in a State 

I ' I . . 

33 for quarters in a fiscal year in excess of the disproportion- . 
I .. 

34 ate share hospital (in this subsection referred to'as 'DSH')
l. . . 

. 35. allotment for the State for the fiscal year, as specified in 
36 . Jaragi'aphs (2) and (3). " . 

i . , . 
I' 
I 
l· 

, 1 
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1 "(2) STATE DSH ALLOTMENTS FOR FISCAL YEARS 1998 

2 THROUGH 2002.-The DSH allotment for a State for each 

3 fiscal year during the period beginning with fiscal year 

4 ~998 and ending with fiscal year 2002 is determined in ac-

S ~rdance with the following table: 

, 
DSH Allotment (in millions of dollars)

State or District 
I FYOO FY02FY98 FY99 FYO!
I 

293 269 246 246Alabama 248IAIaaka I 10 10 10 9 9 
IArimaa 81 81 81 81 81 
i 2 2Ar!raDaaI 2 2 2 

931 8771,086 1,068 986Oalifbmia I 
(blorado ! 7486 7998 7" 

1M 1M 160 160200~ 
44I:IeIawae 

28~~Cobuii:aa 2S" 28" 23" 28 
1882M 203 197 160Florida , , 253 241248 228 215GeortPa : 0Hawaii 0 0 0 0 

Idaho 1 1 1 1 1I 
1IIinoia 208 199 193 182 172 

197 181 171IDdiua I 201 191 
8ro­ 8 8 8 8 

d:s:.- Sl 36 38·"9 
B'AmtDeky , 130 116137 184 123 

795 713 631IAJDieiazus 880 6S8 
103 99 M 84 MMaiae , 
72 70 68 64 61Mat,Iaad 

288 278 259Maaaachaaettl 282 244 
Mlchi(caD 244 237 224 2122"9 

I 16 16 16 16Milmeowta 16 
1M.ill!lilJlJippi 136 129143 1221"1 

M.Iaaouri 436 423 379 379 379 
0.2 0.2 0.2 0.2 0.2~ 

NebraUa 15 IS 5 IS 5 
37 37 37Nevada 37 37 

New Hampsb.i.re 130140 136 130 130 
NewJeney i .600 582 515 515 515 

i '5New :M:m:ioo I 

I 55 5 5 
New York 1,482 1,3611,512 1,436 1,285iNorth Carolina 278 272 2362502"I, , 1North Dakota 1 1 1 1 

iOhio 382 374 363 325344 
16 16 16 160kIab0ma 16 

Qroegon 
, 20 2020 20 20 

Pennsytvania 529 IU8 502 476 449I
Rhode I&Iand I 62 60 58 55 52 
Soath Carolina 313 303 262 262' 262 

' 1Boath DaIrota 1 11 1 
T_ , 0 0 0 0 0 
Te:raa I 979 950 765 765806 
Utah I 3 3 3 33 
Vermont 18 18 18 18 18 
Virginia 70 68 66 63 59 
Waabington 174 171 166 157 148 
West VIl'lPnla , 63M 61 58 54 

7W"1IIOOIIIiD 7 7 7 7 
0,W,ominr. 00 0 0

I 

6 "(3) STATE DSH ALLOTMENTS FOR FISCAL YEAR 2003 
I 

7 AND THEREAFTER.­

8 "(A) IN GENERAL.-The DSH allotment for any, 

9 State for fiscal year 2003 and each succeeding fiscal 

10 , year is equal to the DSH allotment for the State for 

11 the preceding fiscal year under paragraph (2) or this 

July 29,1997 (10:51 p.m.) 
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1 paragraph, increased, subject to subparagraph (B), by 

2 the percentage change in the consumer price index for 

3 all urban consumers (all items; U.S. city average), for 

4 the previous D.seal year. 

"(B) LrMrrATION.-The DSH allotment for a 

6 State shall not be increased under subparagraph (A) . 

7 for a fiscal year to the extent that such an increase 

8 would result in the DSH allotment for the year exceed­

9 ing the greatef of: ­

"(i) the DSH allotment for t;4e previous year, 


11 or 


12 "(li) 12 percent of the total amount of expend­


13 itures under the State plan for medical assistance 


14 during the fiscal year. 


i "(4) DEFINITION OF STATE.- In this subsection, the 
I " 

16 iterm 'State' means" the 50 States and the District of Co­

17 ilumbia.". 


18 , (2) EFFECTIVE DATE.-The amendment made by 


19 !paragraph (1) shall apply to payment adjustments attrib-

I 

;utable to DSH allotments for fiscal years beginning with 

21 :fiscal year 1998. 

22 (b) LIMITATION ON PAYMENTS TO L~STITUTIONS FORI 

23 ME~AL DISEASES.-Section 1923 of the Social Security Act 
, 

24 (42 !U.S.C. 1396r-4) is amended by adding at the end the fol­

lowilig: 

26 "(h) LIMITATION ON CERTAIN STATE DSH ExPENDI­

27 TURES.­

28 "(1) IN GENERAL.-Payment under section 1903(a) 

29 Shall not be made to a State with respect to any payment 

adjustments made under this section for quarters in a fis­

31 ¢al year (beginning with fiscal year 1998) to iristitutions 

32 for mental diseases or other· mental health facilities, to the . 
I . . 

33 extent the aggregate of such ac:ljustments in the fiscal year 

34 ~xceeds the lesser of the following: 

35 . "(A) 1995 IMD DSH PAYMENT ADJUSTMENTS.­

36 The total State DSH expenditures that are attributable 

37 to fiscal year 1995 for payments to· institutions for 

July 29,1997 (10:51 p.m.) 
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1 mental diseases and other mental health facilities 

2 (based on reporting data specified by the State on 

3 HCFA Form 64 as mental health DSH, and as ap­

4 proved by the Secretary). 

5 "(B) APPLICABLE PERCFJNTAGE OF 1995 TOTAL 

6 DSH PAYMENT ALLOTMENT.-The amount of such pay­

7 ment adjustments which are equal to the applicable 

8 percentage of the Federal share of payment adjust­

9 ments made to hospitals in the State under subsection 

10 (c) that are attributable to the 1995 DSH allotment 

11 for the State for payments to institutions for mental ' 

12 diseases and other mental health facilities (based on re­

13 porting data specified by the State on RCFA Form 64 

14 as mental health DSH,and as approved by the Sec­

15 retazy). 

16 "(2) APPLICABLE PERCENTAGE.­

17 "(A) IN GENERAL.-For purposes of paragraph 

18 (1), the applicabl~ percentage with respect to­

19 "(i) each of fiscal years 1998, 1999, and 

, 	20 2000, is the percentage determined under s:ubpara­

21 graph (B); or' 

22 "(li) a succeeding fiscal year is the lesser of 

23 the percentage determined under subparagraph (B) 

24 or the following percentage: 

2S "(I) For fiscal year 2001, 50 percent. 

26 "(II) For fiscal year 2002,40 percent. 

27 "(III) For each succeeding fiscal year, 33 

28 percent. 

29 "(B) 1995 PERCENTAGE.-The percentage deter­

30 mined under this subparagraph is the ratio (determined 

31 as a percentage) of. ­

32 
 "(i) the Federal share of payment adjustments 

33 made to hospitals in the State under subsection (c) 

34 that are attributable to the 1995 DSH allotment 

35 for the State· (as reported by the State not later 

36 than January 1, 1997, on HCFA Form 64, and as 

37 approved by the Secretary) for payments to institu-
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F: \ P5 \ HCONF\ MEPICAlD.OOl [Title IV-H-Medicaid1 H.L.CJS.L.C. , 
I 

N-H-41 

1 tiona for mental diseases and other mental health 

2 facilities, to 


3 
 "(ii) the State 1995 DSH spending amount. 

4 "(C) STATE 1995 DSH SPENDING AMOUNT.-For 

5 purposes of subpa.ragr3.ph (B)(ii) , the .'State 1995 

6 DSH spending amount', with respect to a State, is the 

7 Federal medical assistance percentage (for fiscal year 

8 1995) of the payment adjustments made under sub­

9 section (c) under the State plan that are attributable 

10 to the fiscal year 1995 DSH allotment for the State (as 

11 reported by the State not later than January 1, 1997, 
, 
I12 

' 

on HCFA Form 64, and as approved by the Sec­
I 

13 I retary). " . 

14 (c) DESCRIPTION OF TARGETING PAYMENTS.-Section 

15 19~3(a)(2)(42 U.S.C. 1396r-4(a)(2» is amended by adding at 

16 the end the following: 

17 "(D) A State plan under this title shall not be consid­

18 : ered to meet the requirements of section' 
I 

19 ! 1902(a)(13)(A)(iv) (insofar as it requires payments to hos-
I 

20 , pitals to take into account the situation of hospitals that 

21 : serve a disproportionate number of low-income patients 

22 i with special needs), as of October 1, 1998, unless the State 
I 

23 i has submitted to the Secretary by such date a description 

24 : of the methodology used by the State to identify and to 

2S l' make payments to disproportionate share hospitals, includ­

26 ! ing children's hospitals, 0:Q. the basis of the proportion of 

27 : low-income aIid medicaid patients served by such hospitals. 

28 i The State shall provide an an::~lUal report to the Secretary 
I 

29 ! describing the disproportionate share payments to each 

30 ; such disproportionate share hospital.". 

31 I (d) DIRECT PAYMENT BY STATE FOR MANAGED CARE 
I 

32 ENROLLEES.-Section 1923 (42 U.S.C. 1396r-4) is amended 

33 by adding at the end the following: 

34 : "(i) REQUIREMENT FOR DIRECT PAYMENT.­
I ' , 

35 i "(1) IN GENERAL.-No payment may be made under 

36 : section 1903(a)(l) with respect to a payment adju~tment 
37 : made under this section, for services furnished by ahos-

July 29,1997 (10:51 p.m.) . 
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, 1 ; pital on or after October 1, 1997, with respeet to individ· 

2 iuals eligible for, medical assistance under the State plan 
I ' 

! who are enrolled with a, managed care entity (as defined in 3 

4 : section 1932(a)(I)(B» or under any other managed care 
I ' " 

S : arr~ment unless a payment, equal to the amount of the 

6 : payment adjustment- , 

7 I ' "(A) is made directJ.y to the hospital by the State; 

8 and 
. ,' 

9 "(B) is not used, to determine the amount of a 

10 prepaid capitation payment under the State plan to the 

11 entity or arrangement with respeet to such individuals. 

12 "(2) ExCEPTION FOR CURRENT .ARRANGEMENTS.­
I 

13 : Paragraph. (1) shall not apply to a payment adjustment 

14 Iprovided pursuant to a payment arrangement in effect on 

IS : July 1, 1997.H 
• 

16 ; (e) TRANSITION RULE.-Effective July 1, 1997, seCtion 
I 

17 19~3(g)(2)(A) of the Social Security Act (42 U.S.C. 1396r­

18 4(g)(2 )(A) ) shall be applied to the State of California as 
I' , 

19 thoUgh'-: 


20 i (1) "(or that begins on or after July 1, 1997, and be­


21 :fore July 1, 1999)" were inserted in such section after 


22 . , i"January 1, 1995,"; and 
23 : (2) "(or 175 percent in the case of a State fiscal year 

, 
24 :that begins on or after July 1, 1997, and before July 1, 

I , 

15· ':1999)" were inserted in such section after "200 percentH 
• 

, 
26 SEC. 4722. TREATMENT OF STATE TAXES IMPOSED ON 
27 CERTAIN HOSPITALS. 

I . 

28 . ; (a) EXCEPTION FROM TAX' DOES NOT DISQUALIFY AS 
I 

29 BR0.AD-BASED TAX.-Section 1903(w)(3) (42 U.S.C. 

30 13916b(w)(3» is amended­

31 (1) in subparagraph (B), by striking "and (E)" and 

32 ;inserting "(E), and (F)"; and 

33 (2) by adding at the end the followin~ 
I ' , 

; "(F) In no case shall a tax not qualify as a broad-based 34 
i 

3S he~th care telated tax under this paragraph because it does 

36 not ,apply to a hospital that is described in sect jon 501(c)(3) 
I 

37 of ~he Internal Revenue Code of 1986 and exempt from tax-
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ation under section 501(a) of such Code and that does not ac­1 

~pt payment under the State plan. under this title or under 2 
" . 

3 title xvm.". 

4 
 I (b) REpUCTION IN FEDER.AL FINANCIAL P.ARTICIPATION 

S ni CASE OF IMPoSITION OF TAX.-Section 1903(b) (42 U.S.C. 

1396b(b», as amended by section 4707(b), is amended by add­

7 in~ at the ~nd the following: 

8 "(5) Notwithstanding the preceding provisions of this sec­

9 tion, the amount determined under subsection (a)(I) for any 

10 Stia,te shall be decreased in a quarter by the amount of any 

11 health care related taxes (described in section 1902(w){3){A» 

12 that are imposed on a hospital described in sUbsection 

13 (~){3)(F) in that 'quarter.". . 

14 ; (c) W.AIVER OF CERTAIN PRoVIDER TAX PRoVISIONS.-. 

15 N?twithstanding any other provision of law, taxes, fees, or as­

16 sessments, as defined in section 1903(w)(3)(A)' of the Social 

17 Seeurity Act (42 'U.S.C. 1396b(w)(3)(A», that were collected 

18 b~ the State of New York from a health care provider before 

6 

I " 

19 June 1, 1997, and for which a waiver of the provisions of sub­

20 paragraph (B) or (C) of section 1903(w)(3) of such Act has 
I 

21 b~n applied for, or that would, but for this subsection require 

22 that such a waiver be applied for, in accordance with subpara­

23 ~ph (E) of such section, and, (if so applied for) upon which 

24 aciion by the Secretary of Health arid Human Services (includ­

25 ing any judicial review of any such proceeding) has not been' 

26 co~pleted as of July 23, 1997, are deemed to be permissible 
1 

27 hehlth care related taxes and in compliance with the require-
I 

28 ments of subparagraphs (B) and (C) of section 1903(w)(3) of 

29 su¢h Act.· 

30 , (d) EFFECTIVE DATE.-The amendments made by sub­

31 s~tion (a) shall apply to taxes imposed before, on, or after the 
!. , 

32 dare of the enactment of this Act and the amendment made. by 

33 'subsection (b) shall apply to taxes imposed on or after sueh 
I. 

34' date.· 
I 
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SEC. 4723. ADDmONAL FUNDING FOR STATE EMER­
2 , GENCY HEALTH SERVICES FURNISHED TO 
3 UNDOCUMENTED ALIENS. 

4 (a) TOTAL AMOUNT AVAILABLE FOR.ALLoTMENT.-The~ 

5 are available for allotments under this section for each of the 

6 4 ;consecutive fiscal 
, 

years (beginning with fiscal year 1998) , 

7 $25,000,000 for payments to certain States under this section. 

8 I (b) STATE ALLoTMENT AMOUNT.­

9 (1) IN GENERAL.-The Secretary of Health and 

10 Human Services shall compute an allotment for each f"Iscal 

11 year beginning with fiscal year 1998 and ending with fiscal 

12 year 2001 for each of the 12 States with the highest num­

13 ber of undocumented aliens. The amount of such allotment 
i 

14 
, ,I 

for each such State for a fiscal year shall bear the same 

15 ratio to the total amount available for allotments under 

16 subsection (a) for the fiscal year as the ratio of the number 

17 of undocumented aliens in the State in the fiscal year bears 

18 to the total of such numbers for all such States for such 

19 fiscal year. The amount of allotment to a State provided 

20 under this paragraph for a fiscal year that is not, paid out 

21 under subsection (c) shall be available for payment during 

22 the subsequent fiscal year. 

23 (2) DETERMINATION.-For purposes of paragraph (1), 

24 the number of undocumented aliens in a State under this 

2S section' shall be determined based on estimates of the resi­

26 : dent illegal alien population residing in each State prepared 

27 by the Statistics Division of the Immigration and Natu­

28 ralization Service as of October 1992 (or as of such later 

29 date if such date is at least 1 year before the beginning of 

30 : the fiscal year involved). 
I ' 

' 

31 ! (c) USE OF FuNDS.-From the allotments made under 

32 subsection (b), the Secretary shall pay to each State amounts 

33 th1 State demonstrates were paid by the State (or by a political 

34 subdivision of the 
I 

State) for 
' 

emergency health services fur­

35 niShed to undocumented aliens. 

36 , (d) STATE DEFINED.-For purposes of this section, the 

37 term "State" includes the District of Columbia. 
I 
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i (e) STATE ENTITLEMENT.-This section constitutes budg­

2 et iauthority in advance of appropriations Acts and represents 
I . 

3 th~ obligation of the Federal· QQvernment to provide for the 

4 . pa~ent to States of amounts provided under this section. 

5 SE:C. 4724. ELIMINATION OF WASTE, FRAUD, AND ABUSE. 
I . 

6 : (a) BAN ON SPENDING FOR NONHEALTH RELATED 
! 

7 lTEMS.-Section 1903(i) (42 U.S.C. 1396b(i» is amended-
i . 

8 (1) in paragraphs (2) and (16), by striking the period 

9 :, at the end and inserting· .,". or"·, 

10 (2) in paragraphs (10)(B), (11), and (13), by adding 


11 : "or" at the end; and 


12 (3) by inserting after paragraph (16), the following: 


13 "(17) with respect to any amoUnt expended for roads, 


14 : bridges, stadiums, or any other item or service not covered 


IS : under a State plan under this title.". 


16 . (b) SURETY BOND REQUIREMENT FOR HOME HEALTH 
I • 

17 AGENCIES.­

18 (1) IN GENERAL.-Section 1903(i)" (42 U.S.C. 

. 19 . : 1396b(i», as amended by subsection (a), is amended­

20 (1) in paragraph (17), by striking the period at the 

21 : end and inserting "; or"; and 

22 (2) by inserting after paragraph (17), the following: 

23 "(18) with respect to any amount expended for home 

24 :health care services provided by an agency or organization 

2S ,unless the agency or organization provides the State agency 

26 : on a continuing basis a surety bond in a form specified by 

27 :the Secretary" under paragraph (7) of section 1861(0) and 

28 in an amount that is not less than $50,000 or such com­
1 

29 parable surety bond as the Secretary may permit under the 

30 last sentence of such section.". 

31 (2) EFFECTIVE DATE.-The amendments made by 

32 ,paragraph (1) shall apply to home health care services fur­

33 nished on or after January 1, 1998. 

34 ; (c) CONFLICT OF INTEREST SAFEGUARDS.­

35 (1) IN GENERAL.-Section 1902(a)(4)(C) (42 U.S.C. 

36 !1396a(a)(4)(C» is amended­

37 (A) by striking "and (C)" and inserting "(C)"; 

. July 29,1997 (10:51 p.m.) 
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(B) by striking "looal officer or employee" and in­

2 

1 

serting "local officer, employee, or independent contrac­

3 tor"; 


4 
 (C) by striking "such an officer or employee" the 

first 2 places it appears and inserting "such an officer, 

·6 	 employee, or contractor"; and 

7 (D) by inserting before the semicolon the follow­
. , 

8 I ing: ", and (D) that each State or local officer, em­

9 ployee, or independent contractor who is responsible for 

selecting, awarding, or otherwise obtaining items and 

11 i' services under the State plan shall be subject to safe­

12 guards against conflicts of interest that are· at least as 

13 stringent as the safeguards that apply under section 27 

14 of the Office of Federal Procurement Policy Act (41 

U.S.C. 423) to persons described in subsection (a)(2) 

16 of such section of that Act".. 

17 (2) EFFECTIVE DATE.-The amendments made by 

18 paragraph (1) shall take effect on January 1, 1998. 

19 ; (d) AUTHORITY To REFUSE To ENTER INTo MEDICAID , 
AGREEMENTS WITH INDIVIDUALS OR ENTITIES CONVICTED OF 

, 
21 FEwNIEs.-Section 1902(a)(23). (42 U.S.C. 1396(a» is 

I 

22 amehded-

J23 (1) by striking "except as provided in subsection (g) 
I 

. I 

24 . ~d in section 1915 and except in the case of Puerto Rico; 

the Vu-gin Islands, and Guam,"; and 

26 (2) by inserting before the semicolon at the end the 

27 following: ", except as provided in subsection (g) and in 

28 section 1915, except that this paragraph shall not apply in 

29 the case of Puerto Rico, the Vu-gin Islands, and Guam, and 

except that nothing in this paragraph shall be construed as 

31 r:equiring a State to provide medical assistance for such 
, 

32 services furnished by a person or entity convicted of a fel­

33 ony under Federal or State law for an offense which the , 
34 State agency determines is inconsistent with the 'best inter-

I 

35 ~sts of beneficiaries under the State plan". 
i 	 ' 

36 (e) MONITORING PAYMENTS FOR DUAL ELIGIBLES.-The 

37 Administrator of the Health Care Financing Administration 

JUly 29,1997 (10:51 p.m.) 
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~ develop mechanisms to improve the monitoring of, and' to 

2 prev;ent, inappropriate payments under the medicaid· program 
I . 

'3 under title XIX of the Social Security.Act (42 U.S.C. 1396 et
I . 

4 seq.) in the case of individuals who are dually eliglble for bene­
. I '. . 

5 tits Iunder such program and under the medicare program 

'6 undJr title XVIII of such Act (42 U.S.C. 1395 et seq.). 

7 . I(f') BENEFICIARY AND PRooRAM PRoTECTION AGAINST 

8 W~TE, FRAUD, AND .ABUSE.~ction 1902(a) (42 U.S.C." 
I . 

9 1396a{a» is amended-
I . 

10 1 (1) by striking "and" at the end of p8.ragraph (62); 

11 (2) by striking the period at the end of paragraph (63) 
" 

12 and inserting H; and"; and 


13 \ (3) by inserting after paragraph (63) the following: 


14 : "(64) provide, not later than 1 year after the date of 
I 

15 the. enactment of this paragraph, a mechanism to receive 

16 . *portsfrom.beneficiaries and others and compile data con-
I . 

17 . ~. alleged instances of waste,iraud, and abuse relat­

18 ~ to the ope"ration of this title;"'.' . 
j' . 

19 ,(g) "DISCLOSURE OF INFORMATION A}.J'O SURETY BOND 

20 REQWumMENT FOR SUPPLIERS OF DIJRABLE MEDICAL EQUIP­

21 MEN'f.-· 

22 : (1) REQUIREMENT.-Section 1902(a) (42 U.S.C. 

23 
.. 

~396a(a», as amended by subSeCtion (f'), is amended-
I . - . 

24 I ,(A) by striking "and" at the end of paragraph 

2S I (63); 

26 (B) by striking the' period at the end of paragraph 

27 (64) and inserting "; and"; and , , 

28 (0) by inserting after paragraph (64) the follow­

29 ing: 

30, "(65) provide that the State shall issue provider num­

31 .' ~rs for all suppliers of medical assistance consisting of du-
I 

32 rable medical equipment, as defined in section 1861(n), and . 
I . .' . 

33 the State shall not issue or renew such a supplier number 
I 

34 fqr anysuch supplier unJess-. 

35 I "(A)(i) full and complete· information as' to the 

36 I . identity of each person with an ownership or control· in­

37 ·1 terest (as defined in section 1124(a)(3» in the'supplier 
I . I 

July 29,1997 (10:51 p.m.) . ,I 
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1 or in any subContractor (as defin~ by the SecretaIy in 

2 regulations)· in which the supplier directly or indirectly 

3 has a 5 percent or more ownership interest; and 


4 
 "(ii) to the extent determin~ to be feasible under 

. regulations of the SecretaIy, the name of any disclosing 

6 entity (as defin~ in section 1i24(a)(2» with respect to 

7 which a person with such an ownership or control inter­

8 est in the supplier is a person with such an ownership 

9 or control interest in the disclosing entity; and 

. "(B) a surety bond in a form specifi~ by the Sec­

11 retary under section 1834(a)(16)(B) and in an amount 

12 that is not less than $50,000 or such comparable sur­

13 ety bond as the SecretaIy may permit under the second 

14 sentence of such section.". 

(2) EFFECTIVE DATE.-The amendments made by 

16' !paragraph (1) shall apply to suppliers of. medical assistance 
I 

17 i consisting of durable medical equipment· furnish~ on or 

18 . after January 1, 1998. 


19 SEC. 4725. INCREASED FMAPS. 


i (a) ALASKA -Notwithstanding .the first sentence .of sec­

21 tiorl. 1905(b) of the Social Security Act (42 U.S.C. 1396d(b», 
I 

22 the! Federal medical assistance percentage determin~ under 
t 

23 such sentence for Alaska shall be 59.8 percent but only with 

24 respect to­

(1) items and services furnish~ under a State plan 

26 junder title XIX or under a State child health plan under 

27 ititle XXI of such Act during fiscal years 1998, 1999, and . 
28:2000; 

29 (2) payments made on a capitation or other risk-basis 

!under such titles for coverage occurring during such period; 
I . 

31 land 

32 (3) payments under title XIX of such Act attributable 

33 ;to DSH allotments for such State determined under section 

34 :1923(f) of such Act (42 U.S.C. 1396r-4(f) for such fiscal 

35 :years. 

36 i(b) DISTRICT OF COLUMBIA.­
I 

July 29. 1997 (10:51 p.m.) 
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1 I (1) IN, GENERAL.-The first sentence of section 

I 

2 jI905(b) (42 U.S.C. 1396d(b)) is amended­

3 ! (A) by striking ,"and (2)" and inserting ", (2)", 
I 

4 and 
I (B) by inserting before the period at the end the t 

6 -j following: ", and (3) for purposes of this title and title 

7 
! 
i XXI,the Federal medical assistance, percentage for the 

8 Ii District. of Columbia shall be: 70 percent". 

9 , i 
: 

(2) EFFECTIVE DATE.-'The amendments made by 

Iparagraph (1) shall apply to­

11 i (A) items and services :furnishe4 on or after Octo­i, 
12 -I ber 1, '1997; 

, 
13 I 

I (B) payments made on'a capitation or other risk-
I , ' 

I14 I basis for coverage occurring on or after such date; and 
I (C) payments attributal>le, to DSH allotments for , I I 

16, such States determined under section 1923(f) of such I , ' , 

17 I Act (42, U.S.C. 1396r:-4(f» for fiscal years beginning 

18 ! with fiscal-Year 1998. , 

19 SE<b. 4726 • .INCREASE IN PAYMENT LIMITATION FOR 
!
I 

TERRITORIES. 

21 f Section 1108 (42 U.S.C. 1308) is amended­

22 i " (1) in subsection (f), by stIjking "The" and inserting 

23 !"Subject to subsection (g), the"; and 

24 - (2) by addiilg at the end the following: 

"(g) -MEDICAID PAYMENTS TO TERRITORIES FOR FIscAL 
I ' 

26 YEAR 1998 AND THEREAFTER.­
i , I ' 

27 i "(1) FISCAL YEAR 1998.-With respect to fiscal year 

28 ;1998, the amountS otherWise determined for Puerto Rico, 

29 the Vu-gm Islands, Guam, the Northern Mariana Islands, 

~and .American Samoa under subsection (f) for Such fiscal 

31 &ear shall be increased by the following amountS: . 
32 i "(A) For Puerto Rico, $30,000,000. 

, 

33 - "(B) For the VIrgin Islands, $750,000~ 

34 "(C) For Guam, $750,000. ­

35 ' "(D) For the Northern Mariana Islands, 

36 $500,000. 

37 "(E) For .American Samoa, $500,000. 

July 29. 1997 (10:51 p.m.) 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

26 

27 

28 

29 

30 

31 

32 

I . "(2) FISCAL YEAR 1999 AND THEREAFTER.-Notwith­
1 	 • 

'i standing 'subsection . (f), with respect to fiscal year 1999 
1 	 • • 

i and any fiscal year thereafter, the total aInount certified by 

I the Secretary under title XIX for payment to-
i' 	 . 
I '~(A)Puerto Rico shall not exceed the sum of the 
i 
I 

I 	 amount provided in this Subsection for the preceding 
I· 
I 	 fiscal year increasecI by the percentage increase in the 

medical care component of the Consumer Price Index 

for all urban consumers (as published by the Bureau 

of Labor Statistics) for the 12-month period ending in 

March preceding the . beginning of the' fiscal year; . 

rounded'to the nearest $100,000; 

. "(B) the VIrgin Islands shall not exceed the sum' 

of the amount provided in this subsection for the pre­

ceding fiscal year' increased by the percentage increase 

refe:cred to in subparagraph (A), rounded to the nearest 

$10,000; 

"(C) Guam shall not exceed the sum of the 

amount provided in this subsection for .the preceding 

fiscal year increased by the percentage increase re­

ferred to in subparagraph (A), rounded to the nearest 

$10,000; 

"(D) the Northern Mariana Islands shall not ex­

. ceed the sum of the amount provided in this subsection 

for the preceding fiscal year increased by the percent­

age increase referred to in subparagraph (A), rounded 

to the nearest $10,000; and 

"(E) American Samoa shall not exceed the ,sum of 

the amount provided in this subsection for the preced­

, ing fisCal year increased by the percentage increasere­

ferredto in' subparagraph (A), rounded to the' nearest 

$10,000." . 

July 29. 1997 (10:51 p.m.) 
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I 
 , CHAPTER 4-ELIGIBILITY1 i 

2' SEe. 4731. STATE OPTION OF CONTINUOUS ELIGIBILITY 
3 i FOR 12 MONTHS; CLARIFICATION OF STATE 
4 OPTION TO COVER CHILDREN. 

, : ' 

, 'l(a) CONTINuousELIGmILITY OPTION.~ion 1902(e) 

6 (421U.S.G. 1396a(e», is amended by adding at the end the foI-
I ' , " 


.,7 lowing new paragraph; 

I " , ' 

8 : "(12) At the option of the State, the plan may provide 
,I " , 

, ,9 that[ an ,individual' who is under' an, age specified by the State" 

10, (not to exceed, 19 years of age) and who is determined to be , 

11 eligible for benefits under a State plan approved under this title 

12 'ui::td~rsubsecti~n (a)(10)(A) shallrema.in eligible for those ben­
l til'th Ii ~ . ,',

13 efits:un e ear er 01'-' , 

14 , i, "(A) the end 'of a period (not to exceed 12 months) 
,I, 

15 following the determination; or,
I . ,', ' . 

16 i "(B) *e time that the individual exceeds that age.". 

17 i(b) CLA.Rll"ICATION OF STATE OPTION To COVER ALL " 

18 CH:nl.nREN UNDER 19 YEARS OF ,AGE.-Section 1902(l)(1)(D) 
I ",' 

19 (42 :U.S.C. 1396a(l)(1)(D» is amended by inserting "(or, at 

20 the hption of ~ State~ after any earlier date)" after "children 
I ' 

21 bomi after September 30, 1983".' ' ' 

22 I(c) 'EFFECTIVE DATE.-The amendments made ,by this 
J ' ' 

23 section 'shall apply to medical' assistance for ite:nls and, services 

24 furnished on or after October 1, 1997. 

'25 SEd 4732. PAYMENT OF PART BPREMIUMS. 
I 

26 'Ca) ELIGmILITY.-Section 1902(a)(1O)(E) (42 U.S.C. 
! 

27 1396'a(a)(10)(E» is amended-
I 

28 (1) by striking "and" at the end of clause (li); arid 


29 (2) by inserting after clause (iii) the following: ' 

, , 

30, "(iv) subject to sections 1933 and, 1905 (p)(4)" for 

31 making medical assistance available (but only for pre­

32 miums payable with respect to months during the pe­

33 , riod begimllng with January 1998, and ending with 

34 December 2002)­

35 "(I) for medicare cost-sharing describ~', in 


36 i section 1905(p)(3)(A)(li) for individuals who would 

I 

37 I be qualified medicare beneficiaries described in sec..; 

July 29, 1997 (10:51 p.m.) 
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tion 1905(p)(1) but for the fact that their income' 1 

exceeds the income level established by the State 2 

3 I under 'section 1905(p){2) and is at least 120 per­
i 


4 
 cent, but less than 135 percent, of the official pov­

5 erty line (refeITed to in such section) for a family 

6 of the size involved and who are not otherwise eligi­

7 ble for medical assistance under the State pl~, . 

8 and 

9 "(IT) for the portion of medicare cost-sharing 

to described in section 1905 (p)(3)(A)(ii) that is at­
, I 

I 

11 tributable to the operation of the amendmentsI 

12 made by (and subsection (e)(3) of) section 46~1 of 

13 the Balanced· Budget Act of 1997 for individuals 

14 who would be described in subclause (I) if'135 per­

15 cent' and '175 percent' .were substituted for '120 

16 percent' and '135 percent' respectively; and". 

17 ; (b) CONFORMING AMENDMENT.-Section 1905(b) (42 

18 U.~.C. 1396d(b» is amended by striking "The term" and in­

19 serting "Subject to section 1933(d), the term". 

20 (c) TERMS AND CONDITIONS OF COVERAGE.-·Title XIXI 
I . 

21 (4~ U.S.C.1395 et seq.), as amended by section 4701(a), is 

22 amended by redesignating section 1933 as section 1934 and by 

23 in~rting after section 1932 the following new section: 
24 . "STATE COVERAGE OF MEDICARE COST-SHARING FOR 

2S . ADDITIONAL LOW-INCOME MEDICARE BENEFICIARIES 

26 : "SEC. 1933. (a) Lt<{ GENERAL.-A State plan under this 

27 title shall provide, under section 1902(a)(10)(E)(iv) and subject 

28 to :the succeeding provisions of this section and through' a plan 
I . . 

29 amendment, for medical assistance for payment of the cost of 

30 medicare cost:-sharing described in such section on behalf of all 

31 individuals described in such' section (in this section referred to 
I 

32 as 'qualifying individuals') who are selected to receive such as­

33 .sistance under subsection (b). 
! 

34 i "(b) SELECTION OF QUALIFYING INDIVIDUALs.-A State 

35 shall select qualifying individuals, and provide such individuals 
I . . 

36 witp assistance, under this section consistent with the follow­

37 mg: 

,i 

July 29. 1997 (10:51 p.m.) : 
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I "(1) .ALL QUALIFYING INDIVIDUALS MAY APPLY.-The 
I 

.: state shall permit all qualifying individuals to apply ~or as­

: sistance during a.calendar year. 

"(2) SELECTION ON FIRST-DOME, FIRST-SERVED 

i BASIS.­

"(A) IN GENERAL.-For each calendar year (be­

amount of the allocation under subsection (e) for the 

State for the fiscal year ending in such calendar year, 

the State shall select qualifying individuals who apply 

for the assistance in the order in which they apply. 

U(B) CARRYOVER.-For calendar years after 
'I, 
, 1998, the State shall give preference to individuals who 

were provided Sl.1ch assistance (or other assistance de­

scribed in section 1902(a)(10)(E» in the last month of 

the previous year and who continue to be (or become) 

qualifying individuals. 

"(3) LIMIT ON NUMBER OF INDIVIDUALS BASED ON 

jALLOCATION.-The State shall limit the number of qualify-

I ing individuals selected with respect to assistance in a; cal­

.endar year so that the aggregate amount of such assistance 

IProvided to 'such individuals in such year is estimated to be 

iequal to (bilt not exceed) the State's allocation under sub­

lsection (e) for the fiscal year ending in such calendar year. 

"(4) RECEIPT OF ASSISTANCE DURING DURATION OF 
I 

:YEAR.-If a qualifying individual is selected to receive as­

'sistance under this section for a month in year, the individ­

,'ual is entitled to receive such assistance for' the remainder 
I . .' 

:of the year if the individual continues to be a qualifying in.: 

:dividual. The fact that.an individual is selected to receive 

;assistance under this section at any time during a year 
I 

does not entitle the individual to continued assistance for 
I' 
any succeeding year.. 

I
I 

"(c) ALLOCATION.­

" "(1) TOTAL ALLOCATION.-The total amount available 

~or allocation under this section for­

"(A) fiscal year 1998 is $200,000,000; 



I 

i 
I 
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"(B) fiscal year 1999 is $250,000,000; 

2 

1 

"(C) fiscal year 2000 is $300,000,000; 

"(D) fiscal year 2001 is $350,000,000; and 

4 

3 

U(E) fiscal year 2002 is $400,000,000. 

5 "(2) ..ALLocATION TO STATES.-The Secretary sha.ll 

6 : provide for the a.llocation of the total amOl.Ult described in 

7 :paragraph (1) for a fiscal year, among the . States that exe­

8 :cuted a plan amendment in accordance with subsection (~), 
I. . . 

9 ibased upon the Secretary's estimate of the ratio of­
10 ! .... H(A) an.wol.Ult equal to the sum of­ . 

11 "(i) twice ·the total number of individuals de­ . 

12 scnoed in section 1902(a)(10) (E)(iv)(I) in the 

13 State, and 

14 "(ii) the total number of individuals described 

15 in section 1902(a)(10)(E)(iv)(ll) in the State; to 

16 H(B) the sum of the amol.Ults computed l.Ulder sub­

17 paragraph (A) for a.ll eliglole States. 

18 : "(d) APPLICABLE' FMAP.-With respect to assistance de- . 

19 scribed in section 1902(a)(10)(E)(iv) furnished in a State for 

20 cal~ndar quarters in a calendar year ­

21 "(1) to the extent that such assistance does not exceed 

22 ithe State's a.llocation l.Ulder· subsection (c) for the fiscal 

23 iyear ending in the· calendar year, the Federal medical as-
I . '. 

24 . !sistancepercentage sha.ll be equal to 100 percent; and 

2S "(2) to the ·extent that such assistance exceeds such I 

26 !a.llocation, the Federal medical assistance percentage is 0 

27 Ipercent. 

28 : "(e) LrM:rrATION ON ENTITLEMENT.-Except as specifi­

29 ca.lly provided l.Ulder this section, nothing in this title sha.ll be. 

30 construed as establishing any entitlement of individuals de­

31 scriped in section 1902(a)(10)(E)(iv) to assistance described in 

32 such section. 

33 : "(f) COVERAGE OF COSTS THROUGH PART B OF THE 

34 ME:PlCARE PROGRAM.-For each fiscal year, the Secretary 

35 sha.ll provide for the transfer from the Federal Supplementary 

36 Meq.ical Insurance Trust Fund l.Ulder section 1841 to the ap­

. 37 propriate accol.Ult in the Treasury that provides for payments 

JUly 29,1997 (10:51 p.m.) 
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llD.d~r section 1903(a) with respect to medical assistance pro-
I . 	 . 

2. vid~ llD.der this section, of· an amo'lllit equivalent to the total 
'1 	 .' . 

3 of the amOllD.t of payments made llD.der such section that is at­

4 trib~table . to this section and such transfer shall be treated as 
I 

S an ~nditure from such Trust Fund for purposes of section !. 	 . 

6. 183~.". 
I 

7. .SEO. 4733. STATE OPTION TO PERMIT WORKERS WITH 
8 I DISABILITIES TO BUY INTO MEDICAID. 

i 

9 ISection ". 1902(a)(10)(A)(ii) (42 U.S.C. 
I 

10 139?a(a)(10)(A)(ii» is amended­

11 

12 

13 

. 14 

IS 

16 

17 

. 	18 

19 

20 

21 

22 

(1) in: subclause (XI), by strik.irig "or" at the end; 

(2) insubc1ause (XII), by adding "or" at the end;. and 

(3) by adding at the end the·following:· 

'"(XIII) who 'are in families whose income 

. is less than 250 percent of theinoome official 

. poverty line (as denned by the Office of Man­

agement . and Budget, and revised annually in 

accordance with section 673(2) of the Omnibus 

'Budget Reconciliation Act of 19's'!) applicable 

to , a· family of the ~ize involved, and who but 

for earnings in excess of the limit established 

,llD.der: section 1905(q)(2)(B), would be consid­

23 'I . ~red to be receiving supplemental security in­
I24 i . come (subject, notwithstanding section 1916, to , 
I 

2S . 
I 
j payment of premiums or other cost-sharing 

26 I charges (set on a sliding scale based on in-i 
27 I: come) that the State may deterniine);" .. 

28 SEC.: 4734. PENALTY FOR FRAUDULENT ELIGffiILITY. 
I 	 , 

29 SeCtion 1128B(a) (42 U.S.C. 1320a-7b(a», as amended 
i ' 

30 by section 217 of the Health Insurance Portability and .Ae-
I ' 	 . 

31 cOllD.4bility .Aet of 1996 (Public Law 104-191; 110 Stat. 
I 

32 2008), ~ amended­

33, (1) by'striking paragraph (6) and inserting the follow': 

34 ~ 
35 I "(6) for a fee knowingly and. willtully collD.sels ~r as-

I·" 	 , 
36 sists an individual to dispose of assets (including by. any 

37 Jansfer in trust) in order for the individual to become eli­i 	 . . 

! ' July 29, 1997 (10:51 p,m.) 
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1 'glble for medical assistance under a State plan under title 

2 XIx, if disposing of the assets results in the imposition of 

3 a. period of ineligibility for such assistance under section 

4 1917(c),"; and 

(2) in cla~ (li) of the matter following ~ch para­

6 ~ph, by striking "failure, or conversion by any other per­

1 ~n" ~dinserting "failure, conversion, or provision of , 
8 oounsel or assistance by any other person". ; , 

9 SEC. 4735. TREATM,ENT OF CERTAIN SETTLEMENT PAY­
MENTS. 

11 : (a) IN GENERAL.-Notwithstanding any other provision of 

12 law,1the payments described in subsection (b) shall not be con­

13 . sidered income or resources in detennining eligibility for, or the 

14 amount of benefits under, a State plan of medical assistance 

app~ved under title XIX of the Social Security Act. 

16 ; (b) PAYMENTS PESCRIBED.-The payments. described in 
11 this Subsection ~ 

I 
18 I' (1) payments made from any fund established pursu­

19 lint to a class settlement in the case of 'Susan Walker v.i . 
Bayer Corporation, et al., 96-G-5024 (N.D. ill.); and
I . 

21 (2) payments made pursuant to a release of all claims 

22 in a case­

23 (A) that is entered into in lieu of the class settle­

24 ment referred to in paragraph (1); and I. .. 
(B) that is signed by all affected parties in such 

26 case on or before the later of­

21 (i) December 31, 1997, or 

28 (ii) the date that is 270 days after the date on 

29 which such release is flrst sent to the persons (or 

the legal representative of such persons) to whom 

31 the. payment is to be made. 

32 CHAPTER 5-BENEFITS 
33 SEC.; 4741. ELIMINATION OF REQUffiEMENT TO PAY FOR 
34 i PRIVATE INSURANCE. 

35 (a) REpEAL OF STATE PLAN PROVISION.-Section 

36 1902{a)(25) (42 U.S.C. 1396a(a)(25» is amended­

31 (1) by striking subparagraph (G); and 

July 29, 1997 (10:51 p.m.) 
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1 1 (2) by redesignating subparagraphs (H) and (I) as 

2 Isubparagraphs (G) and (H), respectively. 

3 ! {b)MAK:rNG PRoVISION OPrIONAL.-Seetion 1906 (42
I ' 

4 U.S.C. 1396e) is amended-
I ' 
I (1) in subsection (a)­5 
1 

6 I ,(A) by striking" "For, purposes of' section , 
I 

7 I 1902(a){25)(G) and subject to subsection (d)" each" 

8 and inserting "Each"; 
I 

9 i (B) in paragraph (1), by striking "shall" and in­

10 serting "may"; an~ 

11 (C) in paragraph (2), by striking "shall" and in­

12 serting "may"; and 

13 (2) by striking subsection (d). 
I .' , 

14 I (c) EFFECTIVEDATE.-' The amendments made by this, 
i 

15 section shall take effect on the date of the enactment of this
I ' 

, 16 Act. I 
I , 

17 SEC. 4742. PHYSICIAN QUALIFICATION REQUIREMENTS. 
I ' , ' 

18 I(a) IN GENERAL.-Section 1903(i) (42 U.S.C. 1396b(i» 
, ,... . 

19 is amended by Striking paragraph (12). , 
1 , ' 

20 !(b) EFFECTIVE DATE.-The amendment made by sub- , 

21 secti;on (a) shall apply to services furniShed on or after the date , 
22 of tlie enactment of this Act., 

1 

23 SEC~ 4743. ELIMINATION, OF REQUIREMENT" OF PRIOR 
24 . I 'INSTITUTIONALIZATION WITH RESPECT TO 

25 I HABILITATION' SERVICES "FURNISHED 

26 I UNDER A WAIVER FOR HOME OR COMMU· 

~7 I NITY·BASED SERVICES; 


28 j(a) IN GENERAL.-Section' 1915(c)(5) (42 U.S.C. 
I 

29 139qn{c)(5)) is amended, in t,4e matter preceding subpara-
I , 

30 graph (A), by striking.,", with respect to individuals who receive 
I " " 

31 SuchIservices after, discharge from a nursing facility or inter­

32 medi~te care facility for the mentally retarded". " 

I ' ' , 

33 (b) EFFECTIVE DATE.-Theamendment ,made by sub-
I ' , , ' 


34 
 sectic;»n (a) apply to services furnished on or after October 1,
I' , 

35 1997" ' 


36 SEC.! 4744. STUDY AND REPORT ON EPSDT BENEFIT. • 

1 , 
1 , 

37 ~a) STUDY.­
I 
I 

July 29, 1997 (10:51 p.m.) 
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1 	 (1) IN GENERAL.-,'The Secretary of Health and 

2 :Human Services, in consultation with Governors, directors 

3 :of State medicaid programs, the .American Academy of Ac­

4 .tua.ries, and representatives of appropriate provider and 

:beneficiary organizations, shall conduct a study of the pro-
I 	 ' 

6 :vtsion of early and periodic screening, diagnostic, and treat­

7 !ment services under the medicaid program under title XIX 

8 of the Social Security Act in accordance with the require- . 

9 ments of section 1905(r) of such Act (42 U.S.C. 1396d(r». 

(2) REQUIRED CONTENTS.-The study conducted,' 

11 tmder paragraph (1) shall include examination of the actu­

12 arial value ,of the provision of suCh services under the med­

13 icaid program and an examination of the, portions of such 
I ' 	 ' 

14 )aetuarial value that are attributable to paragraph (5) of 
I 	 ' ' 

Section 1905(r) of such Act and to the second sentence of 
i' ' 	 , 

16 Such section. 

17 ,(b) REPORT.-Not later than 12 months after the date of 

18 the +nactment of this Act, the Secretary of Health and Human 

19 ,Services shall submit a report to' Congress on the results of the 
I'stuar conducted under subsection (a). 

21 CHAPTER 6-ADMINISTRATION AND 
22 MISCELLANEOUS 
23 SEC~ 4751. ELIMINATION OF DUPLICATIVE INSPECTION 

i24 I OF CARE REQUIREMENTS FOR ICFS/MR AND 
MENTAL HOSPITALS. 

26 :(a) MENTAL HOSPITALS.-Section 1902(a)(26) (42, 

27 U.S.C. 1396a(a)(26» is amended-
I 

28 : (1) by striking "provide­

29 	 , "(A) with respect to each patient" and inserting 

"provide, with respect to each patient"; and 

31 (2) by striking subparagraphs (B) and (C). . . 
32 ;(b) ICFMm.-Section 1902(a)(31) (42 U.S.C. 

i 
33 139Qa(a)(31» is amended­

34 .! (1) by striking "provide­

35 "(A) with respect to each patient" and inserting 

36 ' 	 "provide,with respect to each patient"; and 

37 	 ' (2) by strikiD.g subparagraphs (B) and (C). 

July 29, 1997 (10:51 p.m.) 
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1 .(c) EFFECTIVE DATE.-The amendments made by this 

2 section take effect on the date of the enactment of this .Act. 

3 SEC. 4752. ALTERNATIVE SANCTIONS FOR NONCOMPLI· , ' , 

4 ANT ICFSIMR. 


5 'i (a) IN GENERAL'.-Section 1902(i)(l)(B) (42 U.S.C. 

, 

6 13~6a(i)(l)(B» is amended by strik:ing "provide" and inserting 

7 "e~tablish alternative remedies if the State demonstrates to the 
. i 

8 Secretary's satisfaction that the alternative remedies are effec· 

9 ti~ in deteITing noncompliance and correcting deficiencies, and 

10, may provide". 

11 . .(b) EFFECTIVE DATE.-The amendment made by sub­
, . ' 

12 section (a) takes effect on the date of the enactment of this 
. 13 .Act. ' 

I 

14 SEC. 4753. MODIFICATION OF MMIS REQUIREMENTS. 

15 I
I 

(a) IN GENERAL.-Section 1903(r) (42 U.S.C. 1396b(r» 
I 

16 is 8.niended-. 


17 (1) by striking all that precedes paragraph (5) and in· 


18 ~ serting the following:' 


19 "(r)(l) In order to receive payments under subsection (a) 


20 for: use of automated data systems in administration of the 


21 State plan under this title, a State must have in operation 


22 m~anized claims processing and information retrieval systems 


23 that 
I 

meet the requirements of this subsection and that the Sec· 
, . 


24 ret8.ry has found­, 
2S "(A) are ad~quate to provide efficient, economical, and 

26 'effective administration of such State plan; 

27 "(B) are' compatible with the claims processing and in­

28 : fonnation retrieval systems used in the administration of 

29 title XVIII, and for this purpose­
I 

30 "(i) have a unifonn identification coding sys­

31 tem for providers, other payees, and beneficiaries 

32 under this title or title XVIII; 

33 "(ii) provide liaison between States and car­

34 riers and intennediaries with agreements under 

35 title XVIII to facilitate timely exchange of appro­

36. priate data; and 

July 29. 1997 (10:51 p.m.) 
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1 "(iii) provide for exchange of data between the 

2 States and the Secretary with respect to persons 

3 sanctioned under this title or title XVIII; . 
4 "(C) are capable of providing accurate and timely 

idata; 

6 : "(D) are complying with the applicable provisions of 

7 .part C of title XI; 

8 "(E) are designed to receive provider claims in stand­

9 ard formats to the extent specified by the Secretary; and 

"(F) effective for claims filed on or after January 1, 

11 ;1999, provide for electronic transmission of claims data in 

12 ~e format specified by the Secretary and consistent with 

13 the Medicaid Statistical Information System (MSIS) (in­

14 cluding detailed individual enrollee encounter data and , 

other information that the Secretary may find necessary),"; 

16 (2) in paragraph (5)­

17 (A) by striking subparagraph (B); 

18 
; ... 

(B) by striking all that precedes clause (i) and in· 

19 serting the following: 

!"(2) In order to meet the requirements of this paragraph, 

21 mechanized claims processing and information retrieval systems 

22 must meet the following requirements:"; 

23 (C) in clause (iii), by strilcing "under paragraph '. 

24 (6)"; and 

(D) by redesignating clauses (i) through (iii) as . 

26 paragraphs (A) through (C); and, 

27 (3) by s~ paragraphs (6), (7), and (8). 

28 i(b) CONFORMING AMENDMENTS.-Section 
I 

29 1902(a)(25)(A)(ii) (42 U.S.C. 1396a(a)(25)(A)(ii» is amended 
! 

by striking all that follows "shall" and inserting the following:
I 

31 "be integrated with, and be monitored as a part of the Sec-
I 

32 retazfs review of, the State's mechanized claims processing 

33 and i information retrieval systems required under section 

34 1903(r);".. 

35. (c) EFFECTIVE DATE.-Except as otherwise specifically 

36 provided, the amendments made by this section shall take ef­

37 fect on January 1, 1998. 

July 29, 1997 (10:51 p.m.) 
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1 . SEC. 4754. FACILITATING IMPOSITION OF STATE ALTER. 
2 l NATIVE REMEDIES ON· NONCOMPLIANT 
3 I . NURSING FACILITIES. .. . . 

4 . I (a) IN GENERAL.-Seetion 1919(h)(3)(D) (42 U.S.C. 
J 	 . 

. 13~6r(h)(3)(D»is amended"':" ... 

6 i (1) by inserting "and" at the end of clause (i); 
7 I (2) by striking ", . and" at the e.nd of clause (li) and 

8 ·1 IDserting a period; and . . 
I . 

9 ! (3) by striJringclause (iii).
I 	 . 

1 (b) EFFECTIVE DATE.-The amendments made· by sub­

11 see~on (a) take effect on the date of the enactment of this·Act. 

12 SEb. 4755. REMOVAL OF NAME FROM NURSE AIDE REG· 
13 . i . ISTRY. 	 ' 

I 	 . 
. 14 I (a) MEDlCARE.-8eetion 1819(g)(1) (42 U.S.C. l395i­
I· 	 . 

. 3{g)(1» is amended-. 

16 

17 

18 

19 

21 

22 

23 

24 

26 

27 

.28 

29 

31 

32 

33 

34 

36 

37 

July 29,1997 (10:51 p.m.) 

'(I) by redesignating subparagraph· (D) assubpara':' 

graph (E), and 

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

"(D) REMOVAL OF NAME FROM NURSE .AIDE REG­

ISTRY.-.' 

"(i) IN GENERAL.-In the ease of a finding of 

neglect ulld~r subparagraph (C), the State shall es­

tablish' a procedure to permit a nurse aide to peti­

, tion the State to have his or her name removed 

from the registry upon a determination by the 

State that­

"(1) the employment ·and personal history 

of the nurse aide does not reflect a pattern of 
. . . 

.. ~ abusive behavior or neglect; . and ' . 

"(II) the neglect involved in the origirial 

finding was a singular occurrence. 

"(li) TrMINGOF DETERMINATlON.-In no ease 
shall a determination on a petition submitted under 

clause (i) be mB.de prior to the expiration of the 1­

'year period beginning on the date on which the ' 

name of the petitioner was added to the registry 

under subparagraph (e).". 

. i 
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1 I (b) MEnICAID•...-Section 1919(g)(1) (42 U.S.C. 

2 

.3 

1396r(g)(I»is amended­: .

! (1) by redesignating subparagraph (D) as subpara­

4 : graph (E), and 

5 (2) . by inserting after subparagraph (C) the following: 

6 "(D) REMOVAL OF NAME FROM NURSE AIDE REG­

7 ISTRY.­

8 "(i) IN GENERAL•.-In the case of a finding of 

9 neglect under subparagraph (C), the State shall es­

10 tablish a procedure to permit a nurse aide to peti­

11 tion the State to have his or her name removed 

12 from the registry upon a determination by the 
\ 

13 State that­

14 "(I) the employment and personal history 

15 of the nurse aide does not reflect a pattern of 

16 abUsive behavior or neglect; and 

17 "(II) the neglect involved in the original 

18 finding was a singular occurrence. 

19 "(ii) TIMING OF DETERMINATION.-In no case 

20 shall a determination on a petition submitted under 

21 clause (i) be made prior to the expiration of the 1­

22 year period beginning on the date on which the 

23 i 
I 

name of the. petitioner was added to· the registry 

24 I under subparagraph (C).". 

2S (c) RETROACTIVE REVIEW.-The procedures developed by 

26 a State under the amendments made by subsection (a) and (b)
I 

27 shiill permit an individual to petition for a review of any fmd­
, 

28 in~ made by a State under section 1819(g)(I){C) or 

29 19~9(g)(I)(C) of the Social Security .Act (42 U.S.C. 1395i­

30 3{~){I){C) or 1396r(g)(I){C» after January 17 1995. 

31 SEC. 4756. MEDICALLY ACCEPTED INDICATION. 

32 I Section 1927(g)(I)(B)(i) (42 U.S.C. 1396r-8(g)(I)(B)(i» 

33 is 4mended­

34 (1) by striking "and" at the end of subclause (II)7 

35 (2) by redesignating subclause (III) as subclause (IV)7 

36 • and , 

37 I (3) by inserting after subclause (II) the following: 

JUly 29, 1997 (10:51 p.m.) , 
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"(Ill) the DRUGDEX Information Sys­

tem; and". , 

SEp. 4757. CONTINUATION OF STATE-WIDE SECTION 1115 
MEDICAID WAIVERS. 

(a) IN GENERAL.-Section 1115 (42 U.S.C. 1315) is 

ambnded by adding at the end 'the following new subsection: . 
! . 

; "(e)(l) The provisions of this subsection shall apply to the 

~nsion of any State-wide comprehensive demonstration 

proJect (in this subsection referred to as 'waiver project') for 
i . 

which a waiver of compliance with requirements of title XIX is 

granted under subsection (a). 

; "(2) During the 6-month period ending 1 year before the . 

dat~ the waiver under subsection (a) with respect to a; waiver 
I 

project would otherwise expire, the chief executive officer of the 

State which is operating the project may submit to the Sec­
re~ a. written reqUest for an extension, of up to 3 years, of 

the: project. 

, "(3) If the Secretary fails to respond to the request within 

6 months after the date it is submitted, the request is deemed
! ' 

to liave been granted. 
I ' 
, "(4) If such a request is granted, the deadline for submit­

tal of a final report under the waiver project is deemed to have 

! 

been extended until the date that is 1 year after the date the 
. I 

wa.iter project would otherwise have expired. 

; "(5) The Secretary shall release an evaluation of each 

suc~ project not later than 1 year after the date of receipt of 

, the ifinal report. 
I 

i "(6) Subject to paragraphs (4) and (7), the extension of 

·a waiver project under this subsection shall be on the same 

te~ and conditions (including applicable terms and conditions 

relating to quality and access. of services, budget neutrality, 

data and reporting requirements, and special population protec-
I . 

tions) that applied to the project before its extension under this 
I 

subsection. 

: "(7) If an original condition of approval of a waiver 

project was that Federal expenditures under the project not ex­

ceed the Federal expenditures that would otherwise have been 

July 29. 1997 (10:51 p.m.) 
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i 

1 ma4e, the Secretary shall take such steps as may be necessary 

2 to ensure that, in the extension of the project under this sub­

3 section, such condition continues to be met. In applying the 

4 preVious sentence, the Secretary shall take into account the 

5 Secretary's best estimate of rates of change in expenditures at 
I 

6 the itime of the extension.". 
, 

7 : (b) EFFECTIVE DATE.-The amendment made by sub­

8 section (a) shall apply to demonstration projeCts initially ap­

9 proved before, on, or after the date of the enactment of this 
I 

10 Actl 
I 

11 SEC. 4758. EXTENSION OF MORATORIUM. 

12 ; Section 6408(a)(3) of the Omnibus Budget Reconciliation 

13 Act; of 1989, as amended by section 13642 of the Omnibus 

14 Budget Reconciliation Act of 1993, is amended by striking 
I . 

15 "DJcember 31, 1995" and inserting "December 31, 2002". 
I
I . 

16 SEe. 4759. EXTENSION OF EFFECTIVE PATE FOR STATE 
17 LAW AMENDMENT. 

18 , In the case of a State plan under title, XIX of the Social 

19 SecUrity Act which the Secretary of Health and Human Serv-
I 

20 ices: determines requires State legislation in order for the plan 

21 to ineet the additional reqUirements imposed by the amend­

22 ments made by a provision of this subtitle, the State plan shall 

23 not jbe regarded as failing to comply with the requirements of 

24 suc~ title solely on the basis of its failure to meet these addi­

25 tional requirements before the first day of the first calendar 
I 

26 quarter begiruring. after the close of the first regular session of 

27 the i State legislature that begins after the date of the enact­

28 ,me~t of this Act. For purposes of the previous sentence, in the 

29 casJ of a State, that has a 2-year legislative session, each year 

30 of the session is considered to be a separate regular session of 

31 the State legislature. 

July 29,1997 (10:51 p.m.) 
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luact on Children 
> 

'lbeRepublican Medicaid Plan may aftect the health benefits ofup to 18 million children:
I 	 " 

• I" ' 	 , ' ,.'" ' 

'NiJ Guar8nteeof Coverage: 

• 	 No entitlement for ~rtain groups ofchildren. , ' 

i 
Under current law, Medicaid coverage for children age 12:.18 under 100010 FLis 
being phased in. Under the Republican proposal coverage ofthis population is 
optional for;the States -- ifStates decide to cover these children they only receive 
coverage for mandatory services. 

• 	 Medicaid populations will have'to compete for Medicaid dollars - children will lose to 

lobbyists, interest S,foups and advocates representing the elderly and the disabled. ' 


Children represent over 49% ofcurrent .Medicaid beneficiaries, however) 83% of 
Medicaid dollars are spent on services for adults, the elderly and the disabled. 

I, ' 	 " 
' 

Cua up to $250 billion by 1002 

• 	 The Republican cUi in Federal Medicaid spending is $72 billion, however, the total 

(Federal and State) reduction in spending could ~each $250 billion over six years. 


• 	 Under Republican proposals. State matching requirements are reduced, therefore, the 

amount a State would have to spend in order to receive its full Federal allotment is less 

than what they cuqently have to spend. 


• . States would be allpV(ed to spend less on children than they- currently do. 

The reduction in state spending may mean the elimil)ation ofcoverage ofoptional 
groups of children. States 

, 
may choose to only cover the mandatory eligible , 

groups. ! 	 ' 
, 	 , 

The reduction in State spending may mean a reduction in services for children_...; 
most likely:a reduction in optional serVices such as speec~ hearing and language 
.services ! ' 

MiaimaJ Benefits Package 

.. 
 , 	 i' '.' 

' Mandatory benefits are reduced under the Republican proposal.

I 

• 	 The Vaccines for Children program is eliminated under the Republican proposal. Low 
income parents are going to have to overcome cost and delivery system barriers in order 
to get ~eir childre!n immunized. . 



, ' . 	 . . 

• "States define the amount and frequency of medical services and benefits children receive., 
,! 	 ' , 

\ 	 • ' J 

• 	 There is no requirement on States to treat illnesses and conditions discovered during 

preventive health screens and exams. 


I , 

I 
• 	 Follow-up treatment is mandated only for vision. hearing, and dentaJ services. Right now 

children are guaran~eed coverage for services medical1y necessary to treat an illness or 
, condition discovered during health screens and exams. 

Cuts in Optional Benefi~ 
i' 	.

. • There are no defintid optional benefits under the Republican proposal. 

• Current optional benefits used extensively by Medicaid eligible children include personal 

care services that allow children to stay at home with their families rather than in 

institutions; spee..ch~ hearing and language disorder services which assist "With child 


,development and education~ physical therapy services which aids mobility:-etc. , ' 

• 	 The elimination ofthe current treatment requirement coupled with the lack of d~fined 
optional benefits means that some chHdren may not receive comprehensive health benefits. 

I 

Redefining Disability may Result in Cuts to Disabled Children 
, I 	 ' 

I 

• 	 States have the option to define disability - this could result in fifty different definitions of 
disability. 

• 	 This discretion atlo~s States to deny benefits to certain rusa.bled populations currently· . 
I ' 	 • 

receiving Medicaid ~be..nefits, . Over 4 percent of the children on Medicaid are disabled. 
I 

• 	 Medicaid is the primary source of payment for medical services for children with 

disabilities, 


, 

These children and their families stand the most to lose under the Republican 
'. 

proposal. 1)Jeir conditions demand intensive health care services - usually the· 
most expensive to provide. 

If states arei forced to provide medical care under a block grant, coverage for the 
most expen~ive services, particularly services provided in a home setting, would,be 
reduced. i . . 

Medicaid cOvers 90 percent of all children with mv and AIDS. 

---,---_.. 

TOTAL ·P.03
i 

! 
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eBO Estimate of President's Budget Plan for Medicaid 
(By fiscal year, in billions of dollars) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 1998-2002 

SAVINGS 
Per Capita Cap Savings 0.0 0.0 0.0 0_0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Disproportionate Share Hospital (DSH) Savings 

Pools 

-0_3 -2.1 -3.8 -4.7 -5.6 -6.6 -7.7 -8.9 -10.2 -11.6 -16.6 

Federally Qualified Health Centers 0.0 0.0 0_0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Transition Pool 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0_0 

MEDICAID GROSS SAVINGS -0.3 -2.1 -3.8 -4.7 -5.6 -6.6 -7.7 -8.9 -10.2 -11.6 -16.6 

Other 
Puerto Rico Increase 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.3 
Working Disabled 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Raise DC FMAP to 70% 0.1 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.9 
Eliminate Vaccine Excise Tax -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 
SUBTOTAL 

Interactions 

0.1 0.2 0.2 0.3 0.3 0.3 0.3 0.4 0.4 0.4 1.1 

Medicare Part B Premium Increase 0.0 0.1 0-2 0.2 0.4 0.6 0.8 1.1 1.3 1.6 0.9 

TOTAL INVESTMENTS -0.2 -1.8. -3.4 -4.2 -4.9 -5.7 -6.5 -7.5 -8.5 -9.6 -14.5 
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THE WHITE HOUSE 

WAS HI NC3TON 

September 23, 1996 

. MEMORANDUM T~ THEPRESIDENT;?;.y(' 

FROM: Carol R&d Chris Jenn~ 
I 

i 


SUBJECT: Decline in the Medicaid Growth Rate and Baseline 
I 
! 
I 

Largely unnoticed, Medicaid baseline reductions have made a significant contribution to 
__ ..... _ ._J_h~.decline in the Federal deficit. In fact, in their recently-::released budget outlook report 

. 1 • • , • 

that reduced the 1996, Federal. deficit to $116 billion, the CongressionaVBudget Office (CBO) 
stated that "the largest single re-estimate is a (1 year) $4 billion reduction in ¥edicaid 

I . •... . 

. outlays." The reducti:on in expenditures has produced an aggregate Medicaid grQwth,.,ra·t.e Of 
3 percent between 1995 and 1996, the lowest growth rate in over 20 years. This ,translates 
into an astounding 1 to 2 percent per capita (or per person) increase in spending 0.- well' 
below the 20-year aV'erage annual Medicaid per capita growth rate of 11 percent:­

Since you unveiled your balanced budget last year, the ·CBO Medicaid baseline has declined 
by $52 billion. The comparable 'reduction in the Administration Medicaid baseline is about 
$20 billion; (it is lessi because OMB started with, a lower spending base, has been assuming 
lower growth rates, ahd has 'integrated more accurate economic assumptions all along.) 
This trend will continue as we fully expect this winter's baseline adjustments (off both the 
CBO and OMB basel:ines) to produce tens of billions of dollars of additional savings. As a 
result, without enacti~g a single Medicaid cut, you will preside over a program whose CBO 
baseline (after this winter's adjustment) will have been reduced in the budget window by as 
much as (if not more: than) $80 billion since 1995, and more than $50 billion off of the OMB 
baseline during that same period. 

I 
; 

. Many factors have cdntributed to the decline in the Medicaid baseline. They include: 
(1) increased utilization of managed care and other cost-cutting initiatives implemented 

. . I 

by the states; (2) an i,mproved economy with much lower inflation; and (3) reduced lise of 
"creative" Disproportionate Share and provider donation financing mechanisms by states. 

The fact that Medicaid's growth has slowed so rapidly, is good news. It mirrors the PQsitive 
news about health care inflation in the private .sector you occasionally cite. However, we 
must be cautious aboht heralding it too much because it tends to undermine our criticism of 
the magnitude of the )Republicans' Medicare cuts. For example, we appropriately criticized 
the Republicans' Me~icare cuts, but their proposal (at the time of the veto) would have . 

. allowed fora 4.9 percent per person growth rate -- above what the 1995 to 1996 per capita 
Medicaid growth rate; was by 2 to 3 percentage points. In short, when we highlight the 
success of the privat¢ and Medicaid sectors in constraining costs, we risk someone charging 
that we are being incQnsistent in not suggesting that Medicare be held to. the same standard. 

i 
I., 
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Most health economists are dubious that last year's low growth rate can be extended for a 
, " 

prolonged period. Th~ybelieve that much of the savings represent a one-time constriction of _. 
excess capacity and in~fficiency in the health care system. Moreover,because of historically 
high health inflation (recall the 11 percent average per capita over the last 20 years), CBO 
andOMB estimators are extremely weary of lowering their projected Medicaid growth rates, 
particularly in the out~Years. While they may lower their budget window per capita growth 
rates from 7 percent t6 6percent or at most 5 percent (which is probably the range that they 
will assume private se~tor growth rates will be), the estimators will- not lower their projected 
growth rates to anywh¢re near last year's unofficial Medicaid per capita number of between 
1 and 2 percent. ' ' 

Regardless of the finaf projections, it is clear that our current Medicaid 5 percent per capita 
cap proposal will not ~core significant savings off the downsized CBO Medicaid 5 to 6 
percent average per capita baseline. If we do need or want additional savings, we will need 
to tighten up the allow,able average growth rates to probably no more than 4 percent over the 
budget window. The primary outstanding question is: Can this program sustain this level of 
constraint without und~rmining the care it provides to its population? ' 

I 
Clearly, medical and general health inflation have significantly moderated. Very few health 
care analysts would halve projected two years ago that health inflation would be running as 
lpw as it is. If ,current trends are sustained, holding the Medicaid program to a 4 percent 
average per capita growth rate is conceivable. 

! ' , 

Having said this, since! Medicaid would have to grow 20-30 percent below what will likely 
be the revised CBO av,erage private sector per capita rate (of 5-6 percent), we probably could 
not get many health care economists to validate such a low, sustained growth rate. This is 
particularly the case b<:cause of the increasing numbers of high-cost elderly and disabled 
populations served by Medicaid. . ,' 

More importantly, we might re-open the door to another serious block grant debate, since 
states would be more likely than ever to reject such reductions in Federal support without the 
elimination of virtually all Federal strings. Coverage expansion through or with Medicaid 
would have to be put Off for a while, since no or few states would have the appetite and the 
resources to take it on.; And lastly, reducing Federal financing might place overwhelming 
pressures on the states ;to demand that their waivers (old or new) be exempted from changes 
in financing. If this o¢curred, we, would have even a greater rush to grant and grandfather-in 
politically-charged state waiver applicants. If this happened, Medicaid savings would b.e 
much more difficult to :achieve. ' ' 

I ' 

We still believe that the Medicaid flexibility refonns you have proposed can achieve savings 
for the states (and the federal Government) and are good policy. Moreover, we probably 
could get some limitedi savings from a slightly tighter per capita cap, as well as some 
additional contribution~ from DSH. Having said this, as we continue to witness billions of 
dollars of additional Medicaid baseline reductions help lO\ver the deficit, we may want to start 
lowering our expectations of how much' savings we can or should include in' our next budget 
proposal. 

2 

I 
I, 



December 20, 1996 

. MEMORANDUM TO HILLARY RODHAM CLINTON 


FROM: . Chris jennings/]) 
I .~ 

RE: Medicirld and He81th Care Investments 

At your request, I have enclosed a copy of the MedicaidlHealth Care Investments presentation 
given to the President thi~ morning. A final decision has not yet been made, but it appears 
that the President believes Medicaid savings should be lower than the number Frank Raines 
has been carrying in the budget tables ($30 billion in five years, $17 billion in FY 02). 

During the meeting, the President indicated his willingness to retain the per capita cap as long 
as it does not achieve savings off the baseline until FY 01 or FY 02. This will likely result 
in. $3 to $10 billion ip per capita cap savings over five years. Additionally, the President 
expressed his concern about making severe cuts in Disproportionate Share Hospital (DSH) 
payments and, as a ~sult, maybe more comfortable with our more moderate DSH savings. 
proposal (about $10 billion over five years). This would leave our total Medicaid savings 
numbers to about $10 billion in FY 02 and $20 billion over five years. 

Personally, I believe ;the Medicaid number should be no more than $8 billion in FY 02 and 
$15 billion over five years to avoid implementing either a politically unpopular and' . 
excessively tight per 'capita cap or severe DSH savings. In short, this approach would provide 
us flexibility to work' out an agreement with the governors on the best way to achieve needed 
savings. This would help us invest the governors in our efforts to expand health care 
coverage to children.; 

As for the children's initiatives, the President seemed very interested in all the options offered 
and, in particular, package B on page 9 of the enclosed document. . (As you will note, 
package B drops the last year financing of the workers in between jobs option). To pay for 
this package and cov~r an additional 5 million children, it would'likely require $3.5 billion· in 
FY 02 and $12 billion over 5 years. As always, competing demands with other priorities 
pose the challenge to. finding these' dollars. 

i 
Lastly, the Vice President continues to raise the possibility of moving the SPECfRUM sale 


. from FY 03 to· FY 02 to generate additional resOurces to reduce the impact of cuts and allow 

for increased domesti,c investments. This may be the best option to ensure an a4equate kids 

package and to achieve a more moderate Medicaid savings number (and achieve a balanced 

budget in 2002). I 

, 

If you have any questions, please call me. 

/ 



