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114TH CONGRESS REPORT
9d Session HOUSE OF REPRESENTATIVES 114-462

REDUCING DUPLICATIVE AND INEFFECTIVE FEDERAL
FUNDING ACT

MARCH 23, 2016.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. BRADY of Texas, from the Committee on Ways and Means,
submitted the following

REPORT
together with
DISSENTING VIEWS

[To accompany H.R. 4724]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 4724) to repeal the program of block grants to States for
social services, having considered the same, report favorably there-
on with an amendment and recommend that the bill as amended
do pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following:
SECTION 1. SHORT TITLE.

This Act may be cited as the “Reducing Duplicative and Ineffective Federal Fund-
ing Act”.

SEC. 2. REPEAL OF THE PROGRAM OF BLOCK GRANTS TO STATES FOR SOCIAL SERVICES.

(a) REPEALS.—Sections 2001 through 2007 of the Social Security Act (42 U.S.C.
1397-1397f) are repealed.

(b) CONFORMING AMENDMENTS.—

(1) Section 404(d) of the Social Security Act (42 U.S.C. 604(d)) is amended—
(A) in paragraph (1), by striking “any or all of the following provisions
of law:” and all that follows through “The” and inserting “the”;
(B) in paragraph (3)—
(i) by striking “RULES” and all that follows through “any amount
paid” and inserting “RULES.—Any amount paid”;
(i1) by striking “a provision of law specified in paragraph (1)” and in-
serting “the Child Care and Development Block Grant Act of 19907;
and
(ii1) by striking subparagraph (B); and
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(C) by striking paragraph (2) and redesignating paragraph (3) as para-
graph (2).
(2) Section 422(b) of the Social Security Act (42 U.S.C. 622(b)) is amended—
(A) in paragraph (1)(A)—
(i) by striking “administers or supervises” and inserting “adminis-
tered or supervised”; and
(ii) by striking “subtitle 1 of title XX” and inserting “subtitle A of title
XX (as in effect before the repeal of such subtitle)”; and
(B) in paragraph (2), by striking “under subtitle 1 of title XX,”.
(3) Section 471(a) of the Social Security Act (42 U.S.C. 671(a)) is amended—
A(A) in paragraph (4), by striking “, under subtitle 1 of title XX of this
ct,”; and
(B) in paragraph (8), by striking “XIX, or XX” and inserting “or XIX”.

(4) Section 472(h)(1) of the Social Security Act (42 U.S.C. 672(h)(1)) is amend-
ed by striking the 2nd sentence.

(5) Section 473(b) of the Social Security Act (42 U.S.C. 673(b)) is amended—

(A) in paragraph (1), by striking “(3)” and inserting “(2)”;

(B) in paragraph (4), by striking “paragraphs (1) and (2)” and inserting
“paragraph (1)”; and

(C) by striking paragraph (2) and redesignating paragraphs (3) and (4)
as paragraphs (2) and (3), respectively.

(6) Section 504(b)(6) of the Social Security Act (42 U.S.C. 704(b)(6)) is amend-
ed in each of subparagraphs (A) and (B) by striking “, XIX, or XX” and inserting
“or XIX”.

(7) Section 1101(a)(1) of the Social Security Act (42 U.S.C. 1301(a)(1)) is
amended by striking the penultimate sentence.

(8) Section 1128(h) of the Social Security Act (42 U.S.C. 1320a-7(h)) is
amended—

(A) by adding “or” at the end of paragraph (2); and
(B) by striking paragraph (3) and redesignating paragraph (4) as para-
graph (3).

(9) Section 1128A(i)(1) of the Social Security Act (42 U.S.C. 1320a—7a(i)(1)) is
amended by striking “or subtitle 1 of title XX”.

(10) Section 1132(a)(1) of the Social Security Act (42 U.S.C. 1320b—2(a)(1)) is
amended by striking “XIX, or XX” and inserting “or XIX”.

(11) Section 1902(e)(13)(F)(iii) of the Social Security Act (42 U.S.C.
1396a(e)(13)(F)(iii)) is amended—

(A) by striking “EXCLUSIONS” and inserting “EXCLUSION”; and
(B) by striking “an agency that determines eligibility for a program estab-
lished under the Social Services Block Grant established under title XX or”.

(12) The heading for title XX of the Social Security Act is amended by striking
“BLOCK GRANTS TO STATES FOR SOCIAL SERVICES” and inserting
“‘HEALTH PROFESSIONS DEMONSTRATIONS AND ENVIRONMENTAL
HEALTH CONDITION DETECTION”.

(13) The heading for subtitle A of title XX of the Social Security Act is amend-
ed by striking “Block Grants to States for Social Services” and inserting
“Health Professions Demonstrations and Environmental Health Condi-
tion Detection”.

(14) Section 16(k)(5)(B)(i) of the Food and Nutrition Act of 2008 (7 U.S.C.
2025(k)(5)(B)(i)) is amended—

(A) by striking “, or title XX,”; and
(B) by striking “, 1397 et seq.”.

(15) Section 402(b)(3) of the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (8 U.S.C. 1612(b)(3)) is amended by striking subpara-
graph (B) and redesignating subparagraph (C) as subparagraph (B).

(16) Section 245A(h)(4)(I) of the Immigration and Nationality Act (8 U.S.C.
1255a(h)(4)(I)) is amended by striking “, XVI, and XX” and inserting “and XVI”.

(17) Section 17 of the Richard B. Russell National School Lunch Act (42
U.S.C. 1766) is amended—

(A) in subsection (a)(2)—
(i) in subparagraph (B)—
(I) by striking “—” and all that follows through “Gi)”;
(IT) by striking “or” at the end of clause (i); and
(III) by striking clause (ii); and
(i1) in subparagraph (D)(ii), by striking “or title XX”; and
(B) in subsection (0)(2)(B)—
(i) by striking “or title XX” each place it appears; and
(i1) by striking “or XX”.
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(18) Section 201(b) of the Indian Child Welfare Act of 1978 (25 U.S.C. 1931(b))
is amended by striking “titles IV-B and XX” each place it appears and inserting
“part B of title IV”.

(19) Section 3803(c)(2)(C) of title 31, United States Code, is amended by strik-
ing clause (vi) and redesignating clauses (vii) through (xvi) as clauses (vi)
through (xv), respectively.

(20) Section 14502(d)(3) of title 40, United States Code, is amended—

(A) by striking “and title XX”; and
(B) by striking “, 1397 et seq.”.

(21) Section 2006(a)(15) of the Public Health Service Act (42 U.S.C. 300z—
5(a)(15)) is amended by striking “and title XX”.

(22) Section 203(b)(3) of the Older Americans Act of 1965 (42 U.S.C.
3013(b)(3)) is amended by striking “XIX, and XX” and inserting “and XIX”.

(23) Section 213 of the Older Americans Act of 1965 (42 U.S.C. 3020d) is
amended by striking “or title XX”.

(24) Section 306(d) of the Older Americans Act of 1965 (42 U.S.C. 3026(d)) is
amended in each of paragraphs (1) and (2) by striking “titles XIX and XX” and
inserting “title XIX”.

(25) Section 2605 of the Low-Income Home Energy Assistance Act of 1981 (42
U.S.C. 8624) is amended in each of subsections (b)(4) and (j) by striking “under
title XX of the Social Security Act,”.

(26) Section 602 of the Child Development Associate Scholarship Assistance
Act of 1985 (42 U.S.C. 10901) is repealed.

(27) Section 3(d)(1) of the Assisted Suicide Funding Restriction Act of 1997
(42 U.S.C. 14402(d)(1)) is amended by striking subparagraph (C) and redesig-
natilng subparagraphs (D) through (K) as subparagraphs (C) through (J), respec-
tively.

(c) EFFECTIVE DATE.—The amendments made by this section shall take effect on
October 1, 2016.

I. SUMMARY AND BACKGROUND

A. PURPOSE AND SUMMARY

H.R. 4724 as amended, the Reducing Duplicative and Ineffective
Federal Funding Act, as ordered reported by the Committee on
Ways and Means on March 16, 2016, repeals sections 2001 through
2007 of title XX of the Social Security Act effective on October 1,
2016, saving $1.3 billion in FY 2017, $2.9 billion over the first two
years, and $16.5 billion over 10 years.

B. BACKGROUND AND NEED FOR LEGISLATION

The predecessor to the current Social Services Block Grant
(SSBG) began in 1956 as a way to match targeted state spending
on specific services to help families leave welfare. Over the ensuing
decades, SSBG evolved in both structure and purpose, and is now
a 100 percent federal funding stream used to support a wide range
of services to individuals regardless of their income. The Com-
mittee, after conducting an oversight hearing on program duplica-
tion, reviewing related reports by the nonpartisan Government Ac-
countability Office (GAO), and examining the range of federally-
funded social services programs designed to serve similar purposes,
has determined that the SSBG program has critical program flaws
that argue for its elimination, which will both minimize program
duplication and achieve significant savings for taxpayers. Accord-
ingly, the Committee legislation eliminates the SSBG effective on
October 1, 2016 (that is, for FY 2017 and beyond), saving $1.3 bil-
lion in FY 2017 and almost $17 billion over 10 years.

The Committee is not opposed to the specific services funded by
the SSBG, nor does the Committee believe that individuals receiv-
ing these services are not in need of assistance. Indeed, as is de-
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scribed in greater detail below, an important argument for ending
the SSBG is the fact that it duplicates so many other programs,
which generally provide far greater support and greater account-
ability to the recipients and taxpayers than SSBG currently offers
for many of the same services, such as child care, child welfare,
and Meals on Wheels. Further, the Committee is concerned with
the design of this program, which lacks measures of effectiveness.

In sum, the following key flaws in the SSBG program reflect how
it clearly does not serve taxpayers well:

1. No focus: SSBG spends $1.7 billion per year to support 29 dif-
ferent types of social services, including a category called “other.”
The current program has no federal eligibility requirements for
persons receiving social services funded from the SSBG.

2. Duplicative: In the time since the SSBG was created in the
1950s, more targeted welfare programs, which in fiscal year 2015
spent more than $500 billion, have been created. These programs
include Medicaid, Supplemental Security Income, Head Start, the
Earned Income Tax Credit, numerous foster care and adoption pro-
grams, and other programs that are all much more targeted in pur-
pose than SSBG.

3. No state partnership: In contrast with other anti-poverty pro-
grams under the Committee’s jurisdiction, SSBG does not require
any state contribution to match federal dollars spent through the
program. As a result, SSBG is structured as a permanent state aid
program rather than a focused anti-poverty program.

4. No accountability: SSBG includes no accountability for results.
State reporting on recipients is limited to a count of the number
of people receiving services funded with SSBG dollars by general
age categories, and there is no information collected on the demo-
graphics of recipients, their earnings, or their progress out of pov-
erty and toward self-sufficiency. SSBG has only one outcome meas-
ure, which is simply a measure of state spending. This measure is
calculated as the percentage difference between what states
planned on spending in each category in a year, compared to what
they ended up spending in each category for that year.

History of the Social Services Block Grant

The SSBG began as many federal programs do—as a relatively
small program focused on helping a specific population achieve spe-
cific goals. But in ensuing years it devolved into a simple transfer
from federal taxpayers to states for a broad array of services with
no accountability for real results.

Created in 1956, the precursor to the SSBG began as a 50/50 fed-
eral/state match program designed to provide services to help fami-
lies on welfare move off public assistance. When many states de-
clined to participate, in 1962 the federal match rate was increased
to 75 percent, allowable spending was expanded to include child
welfare, adult disability services, and elderly services, and eligi-
bility was broadened to include potential welfare recipients.

In 1967, the program was again expanded to cover job training
and child care services, and the federal match rate was raised yet
again to 85 percent. As a result, spending exploded from $282 mil-
lion in FY 1967 to $1.7 billion in FY 1972, leading Congress to cap
federal spending at $2.5 billion per year. In 1974, program services
were broadened yet again to include an even wider range of social
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services, and eligibility was expanded to include anyone below 85
percent of state median income (which is about $43,000 in current
terms).

This prior funding stream officially became the SSBG in 1981,
when annual funding was set at $2.4 billion and all state matching
and eligibility requirements were eliminated. Since 1981, annual
SSBG funding rose to $2.8 billion in 1991 through 1995 before fall-
ing in the late 1990s and finally settling at $1.7 billion since 2001.

Duplication between the SSBG and other social service programs

On March 1, 2011, the Government Accountability Office (GAO)
released its first annual report identifying duplicative and wasteful
government programs, agencies, and offices. The report highlighted
billions of dollars spent on redundant federal programs. In an April
5, 2011 hearing of the Ways and Means Subcommittee on Human
Resources on the GAO report on program duplication, GAO pro-
vided testimony on fragmentation, overlap, and duplication among
programs under the Subcommittee’s jurisdiction, including SSBG.

Summarizing their work on human services programs, GAO re-
ported that:

“This array of programs plays a key role in supporting
those in need, but our work has shown it to be too frag-
mented and overly complex—for clients to navigate, for
program operators to administer efficiently, and for pro-
gram managers and policymakers to assess program per-
formance.” 1

States report spending SSBG funds on 29 different types of social
services, including a catchall category called “other.” A significant
portion of this State-reported SSBG spending is for services funded
under a variety of other Federal programs, including a number
under the jurisdiction of the Committee, as described in detail
below.

Child care

The largest category of SSBG spending reported by states is day
care for children. However, a 2014 GAO report cited the SSBG as
one of 45 different programs and five tax provisions, administered
by nine different federal agencies, that funds education and care
for children under the age of five.2 In FY 2012, states spent $66
million in SSBG funds on child care, while other federal programs
provided much more funding.3 For example, Head Start spending
has increased from $7.2 billion in FY 2010 to $8.6 billion in FY
2015, a $1.4 billion per year increase in just the most recent five
years. In addition, child care block grant spending has increased
from $5.0 billion in FY 2010 to $5.4 billion in FY 2015, a $400 mil-
lion per year increase in just the most recent five years.

1U.S. Government Accountability Office. Human Services Programs: Opportunities to Reduce
Inefficiencies. April 5, 2011. Accessed March 23, 2016. Available online: http:/ /www.gao.gov/
assets/ 130/ 125910.pdf.

2U.S. Government Accountability Office. Early Learning and Child Care: Federal Funds Sup-
port Multiple Programs with Similar Goals. February 5, 2014. Accessed March 23, 2016. Avail-
able online http:/ /www.gao.gov / assets /670 /660685.pdf.

3U.S. Department of Health and Human Services. SSBG Annual Report 2012. January 21,
2015. Accessed March 23, 2016. Available online: http://www.acf.hhs.gov/programs/ocs/
resource [ ssbg-2012-annual-report.



Child welfare

Child welfare is a shared responsibility between the states and
the federal government. Federal foster care and adoption assist-
ance programs match state spending on child welfare services. In
contrast, spending on child welfare under the SSBG program in-
cludes no state matching requirement. Recent and ongoing trends
in child welfare funding suggest that, even without SSBG funds,
federal support for various child welfare services and supports will
only continue to grow in the years ahead. SSBG duplicates eight
other child welfare programs under the jurisdiction of the Ways
and Means Committee: Child Welfare Services, Promoting Safe and
Stable Families, Foster Care/Adoption/Kinship Guardianship As-
sistance, Chafee Foster Care Independence Program, Chafee Edu-
cation and Training Vouchers, Adoption and Legal Guardianship
Incentives program, Temporary Assistance for Needy Families, and
the Adoption Tax Credit. Other committees, such as the Committee
on Education and the Workforce and the Judiciary Committee, also
oversee child welfare programs. While SSBG has remained flat
since 2001, other federal child welfare programs have grown by
more than $1 billion from FY 2013 through FY 2016. Due to
changes enacted in 2008, States will continue to receive increased
federal funding to help support families for an increasing propor-
tion of adoptions in the years ahead. In fact, according to CBO, fed-
eral funding for adoption alone is expected to rise by more than $1
billion in the next eight years.4

States are also beginning to receive new Federal entitlement
funding to support children placed with relatives. As the federal
government begins paying for the cost of kinship care (i.e., when
a child is placed with a relative or close family friend), CBO

rojects that federal reimbursement for kinship care will rise from
5217 million per year in FY 2013 to $533 million per year by 2018,
constituting a significant new source of child welfare funding for
states and families with child welfare needs.?

Disability services

In FY 2012, States reported spending 11 percent of their SSBG
funds on special services for the disabled.¢ A GAO report published
in 2005 identified almost 200 programs in 20 agencies that pro-
vided over $120 billion in federal funds to serve people with dis-
abilities. In addition to these programs, the GAO determined that
Medicare and Medicaid spent $132 billion in 2002 on services for
the disabled.”

Meals on wheels

Seventeen States reported spending a small portion of their
SSBG funds on home-delivered meals. According to the annual re-

4 Congressional Budget Office. Snapshot of Foster Care, Adoption Assistance, and Guardian-
ship Assistance. April 18, 2013. Accessed March 23, 2016. Available online: https://
wwugc(lim.gov /publication [ 44082.

51bid.

6U.S. Department of Health and Human Services. SSBG Annual Report 2012. January 21,
2015. Accessed March 23, 2016. Available online: http://www.acf.hhs.gov/programs/ocs/
resource [ ssbg-2012-annual-report.

7Government Accountability Office. Federal Disability Assistance: Wide Array of Programs
Needs to be Examined in Light of 21st Century Challenges. June 2, 2005. Accessed March 23,
2016. Available online: hétp:/ /gao.gov /products | GAO-05-626.
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port on SSBG, “home-delivered meals” constituted just one percent
of SSBG expenditures in FY 2012. Other current government pro-
grams provide far more support for meals on wheels than SSBG,
showing how it is duplicative.

Primary funding for what is commonly referred to as “meals on
wheels” is provided at the state and local level. Federal funding is
provided under the Elderly Nutrition Services program authorized
under Title III of the Older Americans Act. This program, under
the jurisdiction of the Committee on Education and the Workforce,
provides grants to state agencies on aging to support congregate
and home-delivered meals for people aged 60 and older. According
to CRS, Title III of the Older Americans Act spent $214 million on
meals on wheels services in FY 2015. The share of Older Ameri-
cans Act spending on Meals on Wheels has been rising in recent
years.8

Significant funding for Meals on Wheels also comes from private
sources. For example, the Meals on Wheels Association of America,
reports that 95 percent of their funding comes from sources other
than government grants.®

Adult Protective Services

States report that about seven percent of their SSBG funding is
for Adult Protective Services.l® However, a separate federal pro-
gram was created for this specific purpose in 2010. Created as part
of the Patient Protection and Affordable Care Act (P.L. 111-148),
Subtitle B of Title XX of the Social Security Act titled “Elder Jus-
tice” established (1) an Elder Justice Coordinating Council; (2) an
Advisory Board on Elder Abuse, Neglect, and Exploitation; (3) a
new grant program for forensic centers to help organizations de-
velop specialized expertise related to elder abuse, neglect, and ex-
ploitation; and (4) a number of new grant programs to promote
elder justice. In addition to the Elder Justice program, Medicaid
funds are also used for this purpose. In a March 2011 GAO report,
GAO found that states received at least $42 million in FY 2009
from Medicaid for Adult Protective Services programs.1!

Beyond federal funding provided for this purpose, states should
be—and are—a critical source of funding for Adult Protective Serv-
ices. In the same March 2011 GAO report and survey, states re-
ported that more than half of the budget for Adult Protective Serv-
ices came from state and local revenues. In some states, the entire
budget came from these sources.

8 Congressional Research Service. Older Americans Act: Funding Formulas (Report RS22549).
March 19, 2015.

9Meals on Wheels Association of America. Financial Statements and Independent Auditors’
Report, December 31, 2014 and 2013. Accessed March 23, 2016. Available online: http://
www.mealsonwheelsamerica.org | docs | default-source | financials | meals-on-wheels-america-au-
dited-financial-statement-2014.pdf?sforsn=2

10U.S. Department of Health and Human Services. SSBG Annual Report 2012. January 21,
2015. Accessed March 23, 2016. Available online: http:/ /www.acf.hhs.gov/programs/ocs/re-
source [ ssbg-2012-annual-report

117U.S. Government Accountability Office. Elder Justice: Stronger Federal Leadership Could
Enhance National Response to Elder Abuse. March, 2011. Accessed March 23, 2016. Available
online: http:/ /www.gao.gov [ new.items |d11208.pdf



Education and training

States reported spending $7 million in SSBG funds on education
and training services in FY 2012.12 A GAO report on education and
training programs revealed that in FY2009 the federal government
spent $18 billion on 47 different education and training programs
across nine federal agencies; and only one in 10 of these programs
had been evaluated for effectiveness in the prior seven years.13

State partnership lacking in SSBG

Although the SSBG program is referred to as a block grant,
SSBG lacks many features commonly associated with block grants
and related federal funding streams. First, the program contains no
match requirement. Other block grant programs, such as Tem-
porary Assistance for Needy Families (TANF) and the Child Care
and Development Fund (CCDF) require states to maintain a speci-
fied spending level in order to receive federal funding. Although
SSBG originally began as a program requiring states to match fed-
eral spending, the match was eliminated over 30 years ago and
states are no longer required to invest state dollars to receive fund-
ing.

SSBG has no accountability

Unlike other block grants, the SSBG is not targeted to a specific
population through federal eligibility requirements. The program
also lacks data on recipients or program services that would reveal
the impact and effectiveness of the program. Due to the lack of eli-
gibility requirements and metrics on program performance, the pro-
gram does not include financial penalties for state failure to satisfy
program purposes and thus states cannot be held accountable for
achieving any specific outcomes such as reducing poverty, pro-
moting work, or ending dependence on government benefits.

These ongoing flaws have resulted in SSBG being repeatedly
cited in both Democrat and Republican budgets as a program lack-
ing accountability for results. For example, President Clinton’s FY
1999 budget proposed substantial reductions in funding for the
SSBG, stating that “the budget targets funding to programs that
can better demonstrate positive performance. The Social Services
Block Grant supports a broad range of social service programs, but
without statutory performance goals or measures of progress.” 14

In proposing a reduction in funding for SSBG in President Bush’s
FY 2007 budget, the administration stated that “the SSBG pro-
gram was rated Results Not Demonstrated in the PART process,
was found to lack a national system of performance measures
against which program performance can be measured and improve-
ments sought, and was critiqued for an absence of evaluations of
sufficient scope of SSBG-funded activities and programs. The pro-
gram’s flexibility and lack of state reporting requirements pose a

12U.S. Department of Health and Human Services. SSBG Annual Report 2012. January 21,
2015. Accessed March 23, 2016. Available online: hétp:/ /www.acf.hhs.gov/programs/ocs/re-
source [ ssbg-2012-annual-report

13 Multiple Employment and Training Programs: Providing Information on Colocating Services
and Consolidating Administrative Structures Could Promote Efficiencies. Accessed March 23,
2016. Available online: http:/ /www.gao.gov / products | GAO-11-92

14Budget of the United States Government. Fiscal Year 1999. Accessed March 23, 2016. Avail-
able online: Attp:/ /www.gpo.gov /fdsys /| pkg /| BUDGET-1999-BUD / pdf/ BUDGET-1999-BUD.pdf
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challenge in developing measures.” 15 In later proposing the elimi-
nation of funding for the program, the Bush administration stated
“The program’s minimal requirements maximize state flexibility
but, at the same time, do not ensure that funded activities are ef-
fective. This is because SSBG is a funding stream rather than a
program with measurable performance objectives.” 16

C. LEGISLATIVE HISTORY

Background

H.R. 4724, the Reducing Duplicative and Ineffective Federal
Funding Act, was introduced on March 10, 2016, by Representative
Kevin Brady, and was referred to the Committee on Ways and
Means.

Committee hearings

On November 3, 2015, the Human Resources Subcommittee held
a hearing on the need to better coordinate federal social services
programs to improve services for individuals in need.1? At the hear-
ing, the Subcommittee released a chart highlighting the complexity
of the current system, with more than 80 federal anti-poverty pro-
grams designed to help those with limited income—in many cases
illustrating how these programs are overlapping and duplicative. In
prior years, the Human Resources Subcommittee also held hear-
ings on duplication in social services programs and the lack of ac-
countability in many federally-funded social service programs.

Committee action

The Committee on Ways and Means marked up H.R. 4724, the
Reducing Duplicative and Ineffective Federal Funding Act, on
March 16, 2016. The bill, H.R. 4724, was ordered favorably re-
ported to the House of Representatives as amended by a roll call
vote of 20 yeas to 16 nays (with a quorum being present).

II. EXPLANATION OF THE BILL
SECTION 1: SHORT TITLE

Present law
No provision.

Explanation of provision

This section contains the short title of the bill, the “Reducing Du-
plicative and Ineffective Federal Funding Act.”

Reason for change

The Committee believes that the short title reflects the policy ac-
tions included in the legislation.

15U.S. Department of Health and Human Services. FY 2007 ACF Congressional Justification:
Social Services Block Grant. Accessed March 23, 2016. Available online: hitp://
www.acf.hhs.gov | programs [ olab | fy-2007-acf-congressional-justification

16 House Document 110-123. A Request for Budget Amendment for Fiscal Year 2009. Accessed
March 23, 2016. Available online: http:/www.gpo.gov/fdsys/pkg/CDOC-110hdoc123/pdf/CDOC-
110hdoc123.pdf

17Human Resources Subcommittee Discusses Need to Better Coordinate Dozens of Anti-
Poverty Programs. November 3, 2015. Accessed March 23, 2016. Available online: hAttp://
waysandmeans.house.gov | human-resources-subcommittee-discusses-need-to-better-coordinate-doz-
ens-of-anti-poverty-programs |
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Effective date
The provision is effective upon enactment.

SECTION 2: REPEAL OF FUNDING FOR THE SOCIAL SERVICES BLOCK
GRANTS PROGRAM

Present law

The SSBG is permanently authorized by Title XX, Subtitle A, of
the Social Security Act as a “capped” entitlement to states. This
means that states (and territories) are entitled to their share of
funds, as determined by formula, out of an amount that is capped
in statute at a specific level. Although social services for certain
welfare recipients have been authorized under various titles of the
Social Security Act since 1956, the SSBG in its current form was
created in 1981 (P.L. 97-35). Block grant funds are given to states
to achieve a wide range of social policy goals, which include pro-
moting self-sufficiency, preventing child abuse, and supporting
community-based care for the elderly and disabled.

The FY2016 appropriations law (P.L. 114-113) appropriated $1.7
billion for the SSBG. However, this amount was reduced to $1.584
billion due to budget sequestration. The FY2016 appropriations law
also maintained a provision, included in annual appropriations
laws since FY2001, allowing states to transfer up to 10% of their
Temporary Assistance for Needy Families (TANF) block grants to
the SSBG. In addition to annual appropriations, the SSBG occa-
sionally receives supplemental appropriations to assist states and
territories in responding to natural disasters, including in FY2006,
FY2008, and FY2013.

Explanation of provision

Subsection (a) of this section repeals sections 2001 through 2007
of title XX of the Social Security Act, which now provides author-
ization for the Social Services Block Grant (SSBG). Subsection (b)
of this section makes various conforming amendments to the Social
Security Act and other laws to remove references to the SSBG
given its repeal. Subsection (c) of this section specifies the effective
date of the repeal of the SSBG, which is October 1, 2016.

Reason for change

The SSBG began as a focused program created to match state
spending on helping welfare recipients reduce their dependence on
government benefits. Over ensuing decades, the program evolved to
cover more services, at greater federal cost, for more beneficiaries,
and with less accountability and fewer measurable results. Since
its creation, dozens of other programs have been created to fund
similar services, most of which contain focused objectives, include
better oversight, and can point to tangible results.

Congress has generally agreed to share the cost of social services
with states. For those services not funded by the federal govern-
ment, states support services with their own state funds, local
funds, or even private dollars. The role of the federal government
has never been to pay for the full cost of all types of programs and
services that states provide to assist families in need, nor should
it be. Ending the duplicative and unaccountable SSBG program
means that states will have to make choices in prioritizing assist-
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ance and services. However, to support them and individuals in
need, states will continue to receive significant and rising funding
from the federal government for a range of other social service pro-
grams, most of which requires some state contribution—unlike
SSBG. The Committee believes this will provide for a stronger
partnership between the federal government and states and in the
long run provide better social services for those in need.

The decision to end funding for this program is based on the
Committee’s view of the federal government’s proper role in helping
states administer social services, as well as on serious flaws in the
design of the SSBG program. The Committee does not believe con-
tinued funding for SSBG represents a wise and effective use of tax-
payer dollars, especially as the Congress continues to provide hun-
dreds of billions of dollars each year to states for a range of social
services in programs that are more focused and more accountable
than the SSBG.

The federal government can not afford to award money to states
with no focus, no accountability, and no proven results. President
Obama said as much in his FY 2013 budget document, in which
he stated “for far too long, many [glovernment programs have been
allowed to continue or to grow even when their objectives are no
longer clear and they lack rigorous assessment of whether the pro-
grams are achieving the desired goals. The result has been the pro-
fusion of programs that are duplicative, ineffective, or outdated—
at a significant cost to taxpayers.”1® When a program is known to
fund the same services that are provided in literally dozens of
other federal programs, as well as having been repeatedly cited as
ineffective, the Committee believes it is our responsibility to say it
should end.

Effective date
The provision is effective on October 1, 2016.

II. VOTES OF THE COMMITTEE

In compliance with clause 3(b) of rule XIII of the Rules of the
House of Representatives, the following statement is made con-
cerning the vote of the Committee on Ways and Means in its con-
sideration of H.R. 4724, the Reducing Duplicative and Ineffective
Federal Funding Act, on March 16, 2016.

The Committee on Ways and Means marked up H.R. 4724, the
Reducing Duplicative and Ineffective Federal Funding Act, on
March 16, 2016. The bill, H.R. 4724, was ordered favorably re-
ported to the House of Representatives as amended by a roll call
vote of 20 yeas to 16 nays (with a quorum being present). The vote
was as follows:

Representative Yea Nay Present Representative Yea Nay Present

Mr. Brady .
Mr. Johnson
Mr. Nunes
Mr. Tiberi .
Mr. Reichert ..

>< >< >< >< ><

18 Fiscal Year 2013 Budget of the U.S. Government: Cutting Waste, Reducing the Deficit, and
Asking All to Pay Their Fare Share. Accessed March 23, 2016. Available online: http://
www.whitehouse.gov  sites | default / files | omb | budget | fy2013 | assets | cutting.pdf.
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Representative Yea Nay Present Representative Yea Nay Present

Mr. Boustany ... X Mr. Becerra X
Mr. Roskam X Mr. Doggett .. X
Mr. Price ... Mr. Thompson X
Mr. Buchan Mr. Larson ... X
Mr. Smith (NE) X Mr. Blumenauer . X
Ms. Jenkins ..... X Mr Kind e X
Mr. Paulsen ..... X Mr. Pascrell ........ccooooveviniinnninne X
Mr. Marchant .. X Mr. Crowley ....oooovveneverneinnninne X
Ms. Black ........ X Mr. Davis ..o X
Mr. Reed ... X Ms. Sanchez ... X
Mr. Young . X

Mr. Kelly .... X

Mr. Renacci X

Mr. Meehan X

Ms. Noem ........ X

Mr. Holding ..... X

Mr. Smith (MO0) [T

Mr. Dold .......... e e X

ME. RICE s X

III. NEW BUDGET AUTHORITY AND TAX EXPENDITURES

In compliance with clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives, the Committee states that the bill in-
volves no new budget authority or tax expenditure budget author-
ity.

IV. COST ESTIMATE PREPARED BY THE
CONGRESSIONAL BUDGET OFFICE

In compliance with clause 3(c)(3) of rule XIII of the Rules of the
House of Representatives, requiring a cost estimate prepared by
the CBO, the Committee sets forth the following estimate and com-
f}garis.on prepared by the Director of the Congressional Budget Of-
ice.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, March 21, 2016.

Hon. KEVIN BRADY,
Chairman Committee on Ways and Means,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 4724, the Reducing Dupli-
cative and Ineffective Federal Funding Act.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Susanne S. Mehlman.

Sincerely,
KEITH HALL.

Enclosure.

H.R. 4724—Reducing Duplicative and Ineffective Federal Funding
Act

Summary: H.R. 4724 would amend title XX of the Social Security
Act to repeal the Social Services Block Grant (SSBG) program, ef-
fective October 1, 2016. SSBG, which is administered by the De-
partment of Health and Human Services, supports a variety of ac-
tivities, including child welfare services, day care for both children
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and adults, counseling services, home-delivered meals, and special
services for the disabled. This program has a permanent authoriza-
tion of $1.7 billion per year. Although funding for the program is
provided in annual appropriation acts, spending for SSBG is classi-
fied as direct spending. CBO estimates that enacting this legisla-
tion would reduce direct spending by $16.5 billion over the 2016—
2026 period.

Because enacting the legislation would affect direct spending,
pay-as-you-go procedures apply. Enacting H.R. 4724 would not af-
fect revenues. CBO estimates that enacting H.R. 4724 would not
increase net direct spending or on-budget deficits in any of the four
consecutive 10-year periods beginning in 2027.

H.R. 4724 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA).

Estimated cost to the federal government: The estimated budg-
etary effect of this legislation is shown in the following table. The
costs of this legislation fall within budget function 500 (education,
training, employment, and social services).

By fiscal year, in billions of dollars—

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2016-2021 2016-2026

DECREASE IN DIRECT SPENDING

Estimated

Budget Au-

thority ........ 0 -16 -17 -17 =17 =17 =17 —-171 —-17 =17 =17 -84 —169
Estimated Out-

(1 — 0 -13 -16 -17 -17 =17 =17 —-171 —-17 =17 =17 -80 —165

Basis of estimate: For this estimate, CBO assumes that H.R.
4724 will be enacted by the start of 2017 and outlays will follow
historical patterns. Under the procedures established in the Budget
Control Act of 2011 for sequestration, the Office of Management
and Budget has announced that the amount appropriated for SSBG
in 2017 will be reduced by 6.9 percent. Thus, although SSBG has
an annual authorization of $1.7 billion, the savings in budget au-
thority in 2017 would be $1.6 billion, which would lead to outlay
savings of $1.3 billion that year.

Pay-As-You-Go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures
for legislation affecting direct spending or revenues. CBO estimates
that repealing SSBG would reduce direct spending over the 2016—
2026 period as shown in the following table.

CBO ESTIMATE OF PAY-AS-YOU-GO EFFECTS FOR H.R. 4724 AS ORDERED REPORTED BY THE
HOUSE COMMITTEE ON WAYS AND MEANS ON MARCH 16, 2016

By fiscal year, in billions of dollars—

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2016-2021 2016-2026

NET DECREASE IN THE DEFICIT
Statutory Pay-
As-You-Go
Impact ... 0 -13 -16 -17 -17 -17 —-17 —-17 =17 =17 =17 —-80 —165

Increase in long-term direct spending and deficits: CBO esti-
mates that enacting the legislation would not increase net direct
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spending or on-budget deficits in any of the four consecutive 10-
year periods beginning in 2027.

Intergovernmental and private-sector impact: For large entitle-
ment programs like the SSBG program, UMRA defines a reduction
in funding as an intergovernmental mandate if the affected govern-
ments lack authority to amend their financial or programmatic re-
sponsibilities to continue providing required services. The bill
would repeal funding for the SSBG program and all conditions of
assistance associated with the program. Because states would be
under no obligation to continue providing services funded by SSBG,
the repeal would not impose an intergovernmental mandate as de-
fined in UMRA. However, states would either have to eliminate
services or use their own funds to support current programs. CBO
estimates that the repeal would reduce federal aid to states by $1.3
billion in 2017 and by $16.5 billion over the 2017-2026 period.

The bill contains no private-sector mandates as defined in
UMRA.

Estimate prepared by: Federal Costs: Jennifer Gray and Susanne
S. Mehlman; Impact on State, Local, and Tribal Governments:
J’Nell Blanco Suchy; Impact on the Private Sector: Paige Piper/
Bach.

Estimate approved by: H. Samuel Papenfuss, Deputy Assistant
Director for Budget Analysis.

V. OTHER MATTERS TO BE DISCUSSED UNDER THE
RULES OF THE HOUSE

A. COMMITTEE OVERSIGHT FINDINGS AND RECOMMENDATIONS

With respect to clause 3(c)(1) of rule XIII of the Rules of the
House of Representatives, the Committee advises that the findings
and recommendations of the Committee, based on oversight activi-
ties under clause 2(b)(1) of Rule X of the Rules of the House of Rep-
resentatives, are incorporated in the description portions of this re-
port.

B. STATEMENT OF GENERAL PERFORMANCE GOALS AND OBJECTIVES

With respect to the requirement of clause 3(c)(4) of rule XIII of
the Rules of the House of Representatives, the performance goals
and objectives of this legislation are to end funding for the Social
Services Block Grant, beginning October 1, 2016.

C. ApPLICABILITY OF HOUSE RULE XXI 5(b)

Rule XXI 5(b) of the Rules of the House of Representatives pro-
vides, in part, that “A bill or joint resolution, amendment, or con-
ference report carrying a Federal income tax rate increase may not
be considered as passed or agreed to unless so determined by a
vote of not less than three-fifths of the Members voting, a quorum
being present.” The Committee has carefully reviewed the bill, and
states that the bill does not involve any Federal income tax rate
increases within the meaning of the rule.



15

D. CONGRESSIONAL EARMARKS, LIMITED TAX BENEFITS, AND
LIMITED TARIFF BENEFITS

With respect to clause 9 of rule XXI of the Rules of the House
of Representatives, the Committee has carefully reviewed the pro-
visions of the bill, and states that the provisions of the bill do not
contain any congressional earmarks, limited tax benefits, or limited
tariff benefits within the meaning of the rule.

E. DUPLICATION OF FEDERAL PROGRAMS

In compliance with Sec. 3(g)(2) of H. Res. 5 (114th Congress), the
Committee states that no provision of the bill establishes or reau-
thorizes: (1) a program of the Federal Government known to be du-
plicative of another Federal program; (2) a program included in any
report from the Government Accountability Office to Congress pur-
suant to section 21 of Public Law 111-139; or (3) a program related
to a program identified in the most recent Catalog of Federal Do-
mestic Assistance, published pursuant to the Federal Program In-
formation Act (Pub. L. No. 95-220, as amended by Pub. L. No. 98—
169).

F. DISCLOSURE OF DIRECTED RULE MAKINGS

In compliance with Sec. 3(i) of H. Res. 5 (114th Congress), the
following statement is made concerning directed rule makings: The
Committee estimates that the bill requires no directed rule mak-
ings within the meaning of such section.

VI. CHANGES IN EXISTING LAW MADE BY THE BILL, AS
REPORTED

A. TEXT OF EXISTING LAW AMENDED OR REPEALED BY THE BILL, AS
REPORTED

In compliance with clause 3(e)(1)(A) of rule XIII of the Rules of
the House of Representatives, the text of each section proposed to
be amended or repealed by the bill, as reported, is shown below:

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e)(1)(A) of rule XIII of the Rules of
the House of Representatives, the text of each section proposed to
be amended or repealed by the bill, as reported, is shown below:

SOCIAL SECURITY ACT
& * * % & * *
TITLE IV—GRANTS TO STATES FOR AID AND SERVICES TO

NEEDY FAMILIES WITH CHILDREN AND FOR CHILD-WEL-
FARE SERVICES

PART A—BLOCK GRANTS TO STATES FOR TEM-
PORARY ASSISTANCE FOR NEEDY FAMILIES

* * k & * * k
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SEC. 404. USE OF GRANTS.

(a) GENERAL RULES.—Subject to this part, a State to which a
grant is made under section 403 may use the grant—

(1) in any manner that is reasonably calculated to accom-
plish the purpose of this part, including to provide low income
households with assistance in meeting home heating and cool-
ing costs; or

(2) in any manner that the State was authorized to use
amounts received under part A or F, as such parts were in ef-
fect on September 30, 1995, or (at the option of the State) Au-
gust 21, 1996.

(b) LIMITATION ON USE OF GRANT FOR ADMINISTRATIVE PUR-
POSES.—

(1) LIMITATION.—A State to which a grant is made under
section 403 shall not expend more than 15 percent of the grant
for administrative purposes.

(2) EXCEPTION.—Paragraph (1) shall not apply to the use of
a grant for information technology and computerization needed
for tracking or monitoring required by or under this part.

(c) AUTHORITY TO TREAT INTERSTATE IMMIGRANTS UNDER RULES
OF FORMER STATE.—A State operating a program funded under
this part may apply to a family the rules (including benefit
amounts) of the program funded under this part of another State
if the family has moved to the State from the other State and has
resided in the State for less than 12 months.

(d) AurHORITY To USE PORTION OF GRANT FOR OTHER PUR-
POSES.—

(1) IN GENERAL.—Subject to paragraph (2), a State may use
not more than 30 percent of the amount of any grant made to
the State under section 403(a) for a fiscal year to carry out a
State program pursuant to any or all of the following provi-
sions of law:

(A) Subtitle A of title XX of this Act.

(B) The Child Care and Development Block Grant Act of
1990.

(2) LIMITATION ON AMOUNT TRANSFERABLE TO SUBTITLE 1 OF
TITLE XX PROGRAMS.—

(A) IN GENERAL.—A State may use not more than the
applicable percent of the amount of any grant made to the
State under section 403(a) for a fiscal year to carry out
State programs pursuant to subtitle 1 of title XX.

(B) APPLICABLE PERCENT.—For purposes of subpara-
graph (A), the applicable percent is 4.25 percent in the
case of fiscal year 2001 and each succeeding fiscal year.

(3) APPLICABLE RULES.—

(A) IN GENERAL.—Except as provided in subparagraph
(B) of this paragraph, any amount paid to a State under
this part that is used to carry out a State program pursu-
ant to a provision of law specified in paragraph (1) shall
not be subject to the requirements of this part, but shall
be subject to the requirements that apply to Federal funds
provided directly under the provision of law to carry out
the program, and the expenditure of any amount so used
shall not be considered to be an expenditure under this
part.
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(B) EXCEPTION RELATING TO SUBTITLE 1 OF TITLE XX PRO-
GRAMS.—AIl amounts paid to a State under this part that
are used to carry out State programs pursuant to subtitle
1 of title XX shall be used only for programs and services
to children or their families whose income is less than 200
percent of the income official poverty line (as defined by
the Office of Management and Budget, and revised annu-
ally in accordance with section 673(2) of the Omnibus
Budget Reconciliation Act of 1981) applicable to a family
of the size involved.

(e) AUTHORITY TO CARRY OVER CERTAIN AMOUNTS FOR BENEFITS
OR SERVICES OR FOR FUTURE CONTINGENCIES.—A State or tribe
may use a grant made to the State or tribe under this part for any
fiscal year to provide, without fiscal year limitation, any benefit or
service that may be provided under the State or tribal program
funded under this part.

(f) AUTHORITY TO OPERATE EMPLOYMENT PLACEMENT PRO-
GRAM.—A State to which a grant is made under section 403 may
use the grant to make payments (or provide job placement vouch-
ers) to State-approved public and private job placement agencies
that provide employment placement services to individuals who re-
ceive assistance under the State program funded under this part.

(g) IMPLEMENTATION OF ELECTRONIC BENEFIT TRANSFER SYS-
TEM.—A State to which a grant is made under section 403 is en-
couraged to implement an electronic benefit transfer system for
providing assistance under the State program funded under this
part, and may use the grant for such purpose.

(h) USE oF FUNDS FOR INDIVIDUAL DEVELOPMENT ACCOUNTS.—

(1) IN GENERAL.—A State to which a grant is made under
section 403 may use the grant to carry out a program to fund
individual development accounts (as defined in paragraph (2))
established by individuals eligible for assistance under the
State program funded under this part.

(2) INDIVIDUAL DEVELOPMENT ACCOUNTS.—

(A) ESTABLISHMENT.—Under a State program carried out
under paragraph (1), an individual development account
may be established by or on behalf of an individual eligible
for assistance under the State program operated under
this part for the purpose of enabling the individual to ac-
cumulate funds for a qualified purpose described in sub-
paragraph (B).

(B) QUALIFIED PURPOSE.—A qualified purpose described
in this subparagraph is 1 or more of the following, as pro-
vided by the qualified entity providing assistance to the in-
dividual under this subsection:

(i) POSTSECONDARY EDUCATIONAL EXPENSES.—Post-
secondary educational expenses paid from an indi-
vidual development account directly to an eligible edu-
cational institution.

(ii) FIRST HOME PURCHASE.—Qualified acquisition
costs with respect to a qualified principal residence for
a qualified first-time homebuyer, if paid from an indi-
vidual development account directly to the persons to
whom the amounts are due.



18

(iii) BUSINESS CAPITALIZATION.—Amounts paid from
an individual development account directly to a busi-
ness capitalization account which is established in a
federally insured financial institution and is restricted
to use solely for qualified business capitalization ex-
penses.

(C) CONTRIBUTIONS TO BE FROM EARNED INCOME.—An in-
dividual may only contribute to an individual development
account such amounts as are derived from earned income,
as defined in section 911(d)(2) of the Internal Revenue
Code of 1986.

(D) WITHDRAWAL OF FUNDS.—The Secretary shall estab-
lish such regulations as may be necessary to ensure that
funds held in an individual development account are not
withdrawn except for 1 or more of the qualified purposes
described in subparagraph (B).

(3) REQUIREMENTS.—

(A) IN GENERAL.—An individual development account es-
tablished under this subsection shall be a trust created or
organized in the United States and funded through peri-
odic contributions by the establishing individual and
matched by or through a qualified entity for a qualified
purpose (as described in paragraph (2)(B)).

(B) QUALIFIED ENTITY.—As used in this subsection, the
term “qualified entity” means—

(i) a not-for-profit organization described in section
501(c)(3) of the Internal Revenue Code of 1986 and ex-
empt from taxation under section 501(a) of such Code;
or

(i) a State or local government agency acting in co-
operation with an organization described in clause (i).

(4) NO REDUCTION IN BENEFITS.—Notwithstanding any other
provision of Federal law (other than the Internal Revenue
Code of 1986) that requires consideration of 1 or more financial
circumstances of an individual, for the purpose of determining
eligibility to receive, or the amount of, any assistance or ben-
efit authorized by such law to be provided to or for the benefit
of such individual, funds (including interest accruing) in an in-
dividual development account under this subsection shall be
disregarded for such purpose with respect to any period during
which such individual maintains or makes contributions into
such an account.

(5) DEFINITIONS.—As used in this subsection—

(A) ELIGIBLE EDUCATIONAL INSTITUTION.—The term “eli-
gible educational institution” means the following:

(1) An institution described in section 481(a)(1) or
1201(a) of the Higher Education Act of 1965 (20 U.S.C.
1088(a)(1) or 1141(a)), as such sections are in effect on
the date of the enactment of this subsection.

(i1) An area vocational education school (as defined
in subparagraph (C) or (D) of section 521(4) of the Carl
D. Perkins Vocational and Applied Technology Edu-
cation Act (20 U.S.C. 2471(4))) which is in any State
(as defined in section 521(33) of such Act), as such sec-
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tions are in effect on the date of the enactment of this
subsection.

(B) POST-SECONDARY EDUCATIONAL EXPENSES.—The term
“post-secondary educational expenses” means—

(i) tuition and fees required for the enrollment or at-
tendance of a student at an eligible educational insti-
tution, and

(ii) fees, books, supplies, and equipment required for
courses of instruction at an eligible educational insti-
tution.

(C) QUALIFIED ACQUISITION COSTS.—The term “qualified
acquisition costs” means the costs of acquiring, con-
structing, or reconstructing a residence. The term includes
any usual or reasonable settlement, financing, or other
closing costs.

(D) QUALIFIED BUSINESS.—The term “qualified business”
means any business that does not contravene any law or
public policy (as determined by the Secretary).

(E) QUALIFIED BUSINESS CAPITALIZATION EXPENSES.—The
term “qualified business capitalization expenses” means
qualified expenditures for the capitalization of a qualified
business pursuant to a qualified plan.

(F) QUALIFIED EXPENDITURES.—The term “qualified ex-
penditures” means expenditures included in a qualified
plan, including capital, plant, equipment, working capital,
and inventory expenses.

(G) QUALIFIED FIRST-TIME HOMEBUYER.—

(i) IN GENERAL.—The term “qualified first-time
homebuyer” means a taxpayer (and, if married, the
taxpayer’s spouse) who has no present ownership in-
terest in a principal residence during the 3-year period
ending on the date of acquisition of the principal resi-
dence to which this subsection applies.

(ii)) DATE OF ACQUISITION.—The term “date of acqui-
sition” means the date on which a binding contract to
acquire, construct, or reconstruct the principal resi-
dence to which this subparagraph applies is entered
into.

(H) QUALIFIED PLAN.—The term “qualified plan” means
a business plan which—

(i) is approved by a financial institution, or by a
nonprofit loan fund having demonstrated fiduciary in-
tegrity,

(ii) includes a description of services or goods to be
sold, a marketing plan, and projected financial state-
ments, and

(iii) may require the eligible individual to obtain the
assistance of an experienced entrepreneurial advisor.

(I) QUALIFIED PRINCIPAL RESIDENCE.—The term “quali-
fied principal residence” means a principal residence (with-
in the meaning of section 1034 of the Internal Revenue
Code of 1986), the qualified acquisition costs of which do
not exceed 100 percent of the average area purchase price
applicable to such residence (determined in accordance
with paragraphs (2) and (3) of section 143(e) of such Code).
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(i) SANCTION WELFARE RECIPIENTS FOR FAILING TO ENSURE THAT
MINOR DEPENDENT CHILDREN ATTEND SCHOOL.—A State to which
a grant is made under section 403 shall not be prohibited from
sanctioning a family that includes an adult who has received as-
sistance under any State program funded under this part attrib-
utable to funds provided by the Federal Government or under the
supplemental nutrition assistance program, as defined in section
3() of the Food and Nutrition Act of 2008, if such adult fails to en-
sure that the minor dependent children of such adult attend school
as required by the law of the State in which the minor children re-
side.

(j) REQUIREMENT FOR HIGH SCHOOL DIPLOMA OR EQUIVALENT.—
A State to which a grant is made under section 403 shall not be
prohibited from sanctioning a family that includes an adult who is
older than age 20 and younger than age 51 and who has received
assistance under any State program funded under this part attrib-
utable to funds provided by the Federal Government or under the
supplemental nutrition assistance program, as defined in section
3() of the Food and Nutrition Act of 2008, if such adult does not
have, or is not working toward attaining, a secondary school di-
ploma or its recognized equivalent unless such adult has been de-
termined in the judgment of medical, psychiatric, or other appro-
priate professionals to lack the requisite capacity to complete suc-
cessfully a course of study that would lead to a secondary school
diploma or its recognized equivalent.

(k) LIMITATIONS ON USE OF GRANT FOR MATCHING UNDER CER-
TAIN FEDERAL TRANSPORTATION PROGRAM.—

(1) USE LIMITATIONS.—A State to which a grant is made
under section 403 may not use any part of the grant to match
funds made available under section 3037 of the Transportation
Equity Act for the 21st Century, unless—

(A) the grant is used for new or expanded transportation
services (and not for construction) that benefit individuals
described in subparagraph (C), and not to subsidize cur-
rent operating costs;

(B) the grant is used to supplement and not supplant
other State expenditures on transportation;

(C) the preponderance of the benefits derived from such
use of the grant accrues to individuals who are—

(i) recipients of assistance under the State program
funded under this part;

(i1) former recipients of such assistance;

(iii) noncustodial parents who are described in sec-
tion 403(a)(5)(C)(iii); and

(iv) low-income individuals who are at risk of quali-
fying for such assistance; and

(D) the services provided through such use of the grant
promote the ability of such recipients to engage in work ac-
tivities (as defined in section 407(d)).

(2) AMOUNT LIMITATION.—From a grant made to a State
under section 403(a), the amount that a State uses to match
funds described in paragraph (1) of this subsection shall not
exceed the amount (if any) by which 30 percent of the total
amount of the grant exceeds the amount (if any) of the grant
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that is used by the State to carry out any State program de-
scribed in subsection (d)(1) of this section.

(3) RULE OF INTERPRETATION.—The provision by a State of a
transportation benefit under a program conducted under sec-
tion 3037 of the Transportation Equity Act for the 21st Cen-
tury, to an individual who is not otherwise a recipient of assist-
ance under the State program funded under this part, using
funds from a grant made under section 403(a) of this Act, shall
not be considered to be the provision of assistance to the indi-
vidual under the State program funded under this part.

* * & * * * &

PART B—CHILD AND FAMILY SERVICES

Subpart 1—Stephanie Tubbs Jones Child Welfare
Services Program

* * * & * * *

STATE PLANS FOR CHILD WELFARE SERVICES

SEC. 422. (a) In order to be eligible for payment under this sub-
part, a State must have a plan for child welfare services which has
been developed jointly by the Secretary and the State agency des-
ignated pursuant to subsection (b)(1), and which meets the require-
ments of subsection (b).

h(bﬁ Each plan for child welfare services under this subpart
shall—

(1) provide that (A) the individual or agency that administers
or supervises the administration of the State’s services pro-
gram under subtitle 1 of title XX will administer or supervise
the administration of the plan (except as otherwise provided in
section 103(d) of the Adoption Assistance and Child Welfare
Act of 1980), and (B) to the extent that child welfare services
are furnished by the staff of the State agency or local agency
administering the plan, a single organizational unit in such
State or local agency, as the case may be, will be responsible
for furnishing such child welfare services;

(2) provide for coordination between the services provided for
children under the plan and the services and assistance pro-
vided under subtitle 1 of title XX, under the State program
funded under part A, under the State plan approved under
subpart 2 of this part, under the State plan approved under
the State plan approved under part E, and under other State
programs having a relationship to the program under this sub-
part, with a view to provision of welfare and related services
which will best promote the welfare of such children and their
families;

(3) include a description of the services and activities which
the State will fund under the State program carried out pursu-
ant to this subpart, and how the services and activities will
achieve the purpose of this subpart;

(4) contain a description of—

(A) the steps the State will take to provide child welfare
services statewide and to expand and strengthen the range
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of existing services and develop and implement services to
improve child outcomes; and

(B) the child welfare services staff development and
training plans of the State;

(5) provide, in the development of services for children, for
utilization of the facilities and experience of voluntary agencies
in accordance with State and local programs and arrange-
ments, as authorized by the State;

(6) provide that the agency administering or supervising the
administration of the plan will furnish such reports, containing
such information, and participate in such evaluations, as the
Secretary may require;

(7) provide for the diligent recruitment of potential foster
and adoptive families that reflect the ethnic and racial diver-
sity of children in the State for whom foster and adoptive
homes are needed,;

(8) provide assurances that the State—

(A) is operating, to the satisfaction of the Secretary—

(i) a statewide information system from which can
be readily determined the status, demographic charac-
teristics, location, and goals for the placement of every
child who is (or, within the immediately preceding 12
months, has been) in foster care;

(il) a case review system (as defined in section
475(5) and in accordance with the requirements of sec-
tion 475A) for each child receiving foster care under
the supervision of the State;

(iii) a service program designed to help children—

(I) where safe and appropriate, return to fami-
lies from which they have been removed; or

(IT) be placed for adoption, with a legal guard-
ian, or if adoption or legal guardianship is deter-
mined not to be appropriate for a child, in some
other planned, permanent living arrangement,
subject to the requirements of sections 475(5)(C)
and 475A(a), which may include a residential edu-
cational program; and

(iv) a preplacement preventive services program de-
signed to help children at risk of foster care placement
remain safely with their families; and

(B) has in effect policies and administrative and judicial
procedures for children abandoned at or shortly after birth
(including policies and procedures providing for legal rep-
resentation of the children) which enable permanent deci-
sions to be made expeditiously with respect to the place-
ment of the children;

(9) contain a description, developed after consultation with
tribal organizations (as defined in section 4 of the Indian Self-
Determination and Education Assistance Act) in the State, of
the specific measures taken by the State to comply with the In-
dian Child Welfare Act;

(10) contain assurances that the State shall make effective
use of cross-jurisdictional resources (including through con-
tracts for the purchase of services), and shall eliminate legal
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barriers, to facilitate timely adoptive or permanent placements
for waiting children;

(11) contain a description of the activities that the State has
undertaken for children adopted from other countries, includ-
ing the provision of adoption and post-adoption services;

(12) provide that the State shall collect and report informa-
tion on children who are adopted from other countries and who
enter into State custody as a result of the disruption of a place-
ment for adoption or the dissolution of an adoption, including
the number of children, the agencies who handled the place-
ment or adoption, the plans for the child, and the reasons for
the disruption or dissolution;

(13) demonstrate substantial, ongoing, and meaningful col-
laboration with State courts in the development and implemen-
tation of the State plan under subpart 1, the State plan ap-
proved under subpart 2, and the State plan approved under
part E, and in the development and implementation of any pro-
gram improvement plan required under section 1123A;

(14) not later than October 1, 2007, include assurances that
not more than 10 percent of the expenditures of the State with
respect to activities funded from amounts provided under this
subpart will be for administrative costs;

(15)(A) provides that the State will develop, in coordination
and collaboration with the State agency referred to in para-
graph (1) and the State agency responsible for administering
the State plan approved under title XIX, and in consultation
with pediatricians, other experts in health care, and experts in
and recipients of child welfare services, a plan for the ongoing
oversight and coordination of health care services for any child
in a foster care placement, which shall ensure a coordinated
strategy to identify and respond to the health care needs of
children in foster care placements, including mental health and
dental health needs, and shall include an outline of—

(i) a schedule for initial and follow-up health
screenings that meet reasonable standards of medical
practice;

(ii)) how health needs identified through screenings
will be monitored and treated, including emotional
trauma associated with a child’s maltreatment and re-
moval from home;

(ii1)) how medical information for children in care
will be updated and appropriately shared, which may
include the development and implementation of an
electronic health record;

(iv) steps to ensure continuity of health care serv-
ices, which may include the establishment of a medical
home for every child in care;

(v) the oversight of prescription medicines, including
protocols for the appropriate use and monitoring of
psychotropic medications;

(vi) how the State actively consults with and in-
volves physicians or other appropriate medical or non-
medical professionals in assessing the health and well-
being of children in foster care and in determining ap-
propriate medical treatment for the children; and
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(vii) steps to ensure that the components of the tran-
sition plan development process required under sec-
tion 475(5)(H) that relate to the health care needs of
children aging out of foster care, including the require-
ments to include options for health insurance, infor-
mation about a health care power of attorney, health
care proxy, or other similar document recognized
under State law, and to provide the child with the op-
tion to execute such a document, are met; and

(B) subparagraph (A) shall not be construed to reduce or
limit the responsibility of the State agency responsible for ad-
ministering the State plan approved under title XIX to admin-
ister and provide care and services for children with respect to
whom services are provided under the State plan developed
pursuant to this subpart;

(16) provide that, not later than 1 year after the date of the
enactment of this paragraph, the State shall have in place pro-
cedures providing for how the State programs assisted under
this subpart, subpart 2 of this part, or part E would respond
to a disaster, in accordance with criteria established by the
Secretary which should include how a State would—

(A) identify, locate, and continue availability of services
for children under State care or supervision who are dis-
placed or adversely affected by a disaster;

(B) respond, as appropriate, to new child welfare cases
in areas adversely affected by a disaster, and provide serv-
ices in those cases;

(C) remain in communication with caseworkers and
other essential child welfare personnel who are displaced
because of a disaster;

(D) preserve essential program records; and

(E) coordinate services and share information with other
States;

(17) not later than October 1, 2007, describe the State stand-
ards for the content and frequency of caseworker visits for chil-
dren who are in foster care under the responsibility of the
State, which, at a minimum, ensure that the children are vis-
ited on a monthly basis and that the caseworker visits are
well-planned and focused on issues pertinent to case planning
and service delivery to ensure the safety, permanency, and
well-being of the children;

(18) include a description of the activities that the State has
undertaken to reduce the length of time children who have not
attained 5 years of age are without a permanent family, and
the activities the State undertakes to address the develop-
mental needs of such children who receive benefits or services
under this part or part E; and

(19) contain a description of the sources used to compile in-
formation on child maltreatment deaths required by Federal
law to be reported by the State agency referred to in paragraph
(1), and to the extent that the compilation does not include in-
formation on such deaths from the State vital statistics depart-
ment, child death review teams, law enforcement agencies, or
offices of medical examiners or coroners, the State shall de-
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scribe why the information is not so included and how the
State will include the information.
(c) DEFINITIONS.—In this subpart:

(1) ADMINISTRATIVE COSTS.—The term “administrative costs”
means costs for the following, but only to the extent incurred
in administering the State plan developed pursuant to this
subpart: procurement, payroll management, personnel func-
tions (other than the portion of the salaries of supervisors at-
tributable to time spent directly supervising the provision of
services by caseworkers), management, maintenance and oper-
ation of space and property, data processing and computer
services, accounting, budgeting, auditing, and travel expenses
(except those related to the provision of services by case-
WOI‘1§GI'S or the oversight of programs funded under this sub-
part).

(2) OTHER TERMS.—For definitions of other terms used in
this part, see section 475.

* * * * * * *

PART E—FEDERAL PAYMENTS FOR FOSTER CARE AND ADOPTION
ASSISTANCE

* * & * * * *

STATE PLAN FOR FOSTER CARE AND ADOPTION ASSISTANCE

SEC. 471. (a) In order for a State to be eligible for payments
ur}llde}]i this part, it shall have a plan approved by the Secretary
which—

(1) provides for foster care maintenance payments in accord-
ance with section 472 and for adoption assistance in accord-
ance with section 473;

(2) provides that the State agency responsible for admin-
istering the program authorized by subpart 1 of part B of this
title shall administer, or supervise the administration of, the
program authorized by this part;

(8) provides that the plan shall be in effect in all political
subdivisions of the State, and, if administered by them, be
mandatory upon them;

(4) provides that the State shall assure that the programs at
the local level assisted under this part will be coordinated with
the programs at the State or local level assisted under parts
A and B of this title, under subtitle 1 of title XX of this Act,
and under any other appropriate provision of Federal law;

(5) provides that the State will, in the administration of its
programs under this part, use such methods relating to the es-
tablishment and maintenance of personnel standards on a
merit basis as are found by the Secretary to be necessary for
the proper and efficient operation of the programs, except that
the Secretary shall exercise no authority with respect to the se-
lection, tenure of office, or compensation of any individual em-
ployed in accordance with such methods;

(6) provides that the State agency referred to in paragraph
(2) (hereinafter in this part referred to as the “State agency”)
will make such reports, in such form and containing such infor-
mation as the Secretary may from time to time require, and
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comply with such provisions as the Secretary may from time
to time find necessary to assure the correctness and
verification of such reports;

(7) provides that the State agency will monitor and conduct
periodic evaluations of activities carried out under this part;

(8) subject to subsection (c), provides safeguards which re-
strict the use of or disclosure of information concerning individ-
uals assisted under the State plan to purposes directly con-
nected with (A) the administration of the plan of the State ap-
proved under this part, the plan or program of the State under
part A, B, or D of this title or under title I, V, X, XIV, XVI
(as in effect in Puerto Rico, Guam, and the Virgin Islands),
XIX, or XX, or the supplemental security income program es-
tablished by title XVI, (B) any investigation, prosecution, or
criminal or civil proceeding, conducted in connection with the
administration of any such plan or program, (C) the adminis-
tration of any other Federal or federally assisted program
which provides assistance, in cash or in kind, or services, di-
rectly to individuals on the basis of need, (D) any audit or simi-
lar activity conducted in connection with the administration of
any such plan or program by any governmental agency which
is authorized by law to conduct such audit or activity, and (E)
reporting and providing information pursuant to paragraph (9)
to appropriate authorities with respect to known or suspected
child abuse or neglect; and the safeguards so provided shall
prohibit disclosure, to any committee or legislative body (other
than an agency referred to in clause (D) with respect to an ac-
tivity referred to in such clause), of any information which
identifies by name or address any such applicant or recipient;
except that nothing contained herein shall preclude a State
from providing standards which restrict disclosures to purposes
more limited than those specified herein, or which, in the case
of adoptions, prevent disclosure entirely;

(9) provides that the State agency will—

(A) report to an appropriate agency or official, known or
suspected instances of physical or mental injury, sexual
abuse or exploitation, or negligent treatment or maltreat-
ment of a child receiving aid under part B or this part
under circumstances which indicate that the child’s health
or welfare is threatened thereby;

(B) provide such information with respect to a situation
described in subparagraph (A) as the State agency may
have; and

(C) not later than—

(i) 1 year after the date of enactment of this sub-
paragraph, demonstrate to the Secretary that the
State agency has developed, in consultation with State
and local law enforcement, juvenile justice systems,
health care providers, education agencies, and organi-
zations with experience in dealing with at-risk chil-
dren and youth, policies and procedures (including rel-
evant training for caseworkers) for identifying, docu-
menting in agency records, and determining appro-
priate services with respect to—
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(I) any child or youth over whom the State
agency has responsibility for placement, care, or
supervision and who the State has reasonable
cause to believe is, or is at risk of being, a sex
trafficking victim (including children for whom a
State child welfare agency has an open case file
but who have not been removed from the home,
children who have run away from foster care and
who have not attained 18 years of age or such
older age as the State has elected under section
475(8) of this Act, and youth who are not in foster
care but are receiving services under section 477
of this Act); and

(IT) at the option of the State, any individual
who has not attained 26 years of age, without re-
gard to whether the individual is or was in foster
care under the responsibility of the State; and

(ii) 2 years after such date of enactment, dem-
onstrate to the Secretary that the State agency is im-
plementing the policies and procedures referred to in
clause (i).

(10) provides—

(A) for the establishment or designation of a State au-
thority or authorities that shall be responsible for estab-
lishing and maintaining standards for foster family homes
and child care institutions which are reasonably in accord
with recommended standards of national organizations
concerned with standards for the institutions or homes, in-
cluding standards related to admission policies, safety,
sanitation, and protection of civil rights, and which shall
permit use of the reasonable and prudent parenting stand-
ard;

(B) that the standards established pursuant to subpara-
graph (A) shall be applied by the State to any foster family
home or child care institution receiving funds under this
part or part B and shall require, as a condition of each
contract entered into by a child care institution to provide
foster care, the presence on-site of at least 1 official who,
with respect to any child placed at the child care institu-
tion, is designated to be the caregiver who is authorized to
apply the reasonable and prudent parent standard to deci-
sions involving the participation of the child in age or de-
velopmentally-appropriate activities, and who is provided
with training in how to use and apply the reasonable and
prudent parent standard in the same manner as prospec-
tive foster parents are provided the training pursuant to
paragraph (24);

(C) that the standards established pursuant to subpara-
graph (A) shall include policies related to the liability of
foster parents and private entities under contract by the
State involving the application of the reasonable and pru-
dent parent standard, to ensure appropriate liability for
caregivers when a child participates in an approved activ-
ity and the caregiver approving the activity acts in accord-
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ange with the reasonable and prudent parent standard;
an

(D) that a waiver of any standards established pursuant
to subparagraph (A) may be made only on a case-by-case
basis for nonsafety standards (as determined by the State)
in relative foster family homes for specific children in care;

(11) provides for periodic review of the standards referred to
in the preceding paragraph and amounts paid as foster care
maintenance payments and adoption assistance to assure their
continuing appropriateness;

(12) provides for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for bene-
fits available pursuant to this part is denied or is not acted
upon with reasonable promptness;

(13) provides that the State shall arrange for a periodic and
independently conducted audit of the programs assisted under
this part and part B of this title, which shall be conducted no
less frequently than once every three years;

(14) provides (A) specific goals (which shall be established by
State law on or before October 1, 1982) for each fiscal year
(commencing with the fiscal year which begins on October 1,
1983) as to the maximum number of children (in absolute num-
bers or as a percentage of all children in foster care with re-
spect to whom assistance under the plan is provided during
such year) who, at any time during such year, will remain in
foster care after having been in such care for a period in excess
of twenty-four months, and (B) a description of the steps which
will be taken by the State to achieve such goals;

(15) provides that—

(A) in determining reasonable efforts to be made with re-
spect to a child, as described in this paragraph, and in
making such reasonable efforts, the child’s health and
safety shall be the paramount concern;

(B) except as provided in subparagraph (D), reasonable
efforts shall be made to preserve and reunify
families—

(i) prior to the placement of a child in foster care, to
prevent or eliminate the need for removing the child
from the child’s home; and

(ii) to make it possible for a child to safely return to
the child’s home;

(C) if continuation of reasonable efforts of the type de-
scribed in subparagraph (B) is determined to be incon-
sistent with the permanency plan for the child, reasonable
efforts shall be made to place the child in a timely manner
in accordance with the permanency plan (including, if ap-
propriate, through an interstate placement), and to com-
plete whatever steps are necessary to finalize the perma-
nent placement of the child,;

(D) reasonable efforts of the type described in subpara-
graph (B) shall not be required to be made with respect to
a parent of a child if a court of competent jurisdiction has
determined that—

(i) the parent has subjected the child to aggravated
circumstances (as defined in State law, which defini-
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tion may include but need not be limited to abandon-
ment, torture, chronic abuse, and sexual abuse);

(i1) the parent has—

(I) committed murder (which would have been
an offense under section 1111(a) of title 18, United
States Code, if the offense had occurred in the
special maritime or territorial jurisdiction of the
United States) of another child of the parent;

(IT) committed voluntary manslaughter (which
would have been an offense under section 1112(a)
of title 18, United States Code, if the offense had
occurred in the special maritime or territorial ju-
risdiction of the United States) of another child of
the parent;

(ITT) aided or abetted, attempted, conspired, or
solicited to commit such a murder or such a vol-
untary manslaughter; or

(IV) committed a felony assault that results in
serious bodily injury to the child or another child
of the parent; or

(iii) the parental rights of the parent to a sibling
have been terminated involuntarily;

(E) if reasonable efforts of the type described in subpara-
graph (B) are not made with respect to a child as a result
of a determination made by a court of competent jurisdic-
tion in accordance with subparagraph (D)—

(i) a permanency hearing (as described in section
475(5)(C)), which considers in-State and out-of-State
permanent placement options for the child, shall be
held for the child within 30 days after the determina-
tion; and

(i1) reasonable efforts shall be made to place the
child in a timely manner in accordance with the per-
manency plan, and to complete whatever steps are
necessary to finalize the permanent placement of the
child; and

(F) reasonable efforts to place a child for adoption or
with a legal guardian, including identifying appropriate in-
State and out-of-State placements may be made concur-
rently with reasonable efforts of the type described in sub-
paragraph (B);

(16) provides for the development of a case plan (as defined
in section 475(1) and in accordance with the requirements of
section 475A) for each child receiving foster care maintenance
payments under the State plan and provides for a case review
system which meets the requirements described in sections
475(5) and 475A with respect to each such child;

(17) provides that, where appropriate, all steps will be taken,
including cooperative efforts with the State agencies admin-
istering the program funded under part A and plan approved
under part D, to secure an assignment to the State of any
rights to support on behalf of each child receiving foster care
maintenance payments under this part;

(18) not later than January 1, 1997, provides that neither
the State nor any other entity in the State that receives funds
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from the Federal Government and is involved in adoption or
foster care placements may—

(A) deny to any person the opportunity to become an
adoptive or a foster parent, on the basis of the race, color,
or national origin of the person, or of the child, involved,;
or

(B) delay or deny the placement of a child for adoption
or into foster care, on the basis of the race, color, or na-
tional origin of the adoptive or foster parent, or the child,
involved,;

(19) provides that the State shall consider giving preference
to an adult relative over a non-related caregiver when deter-
mining a placement for a child, provided that the relative care-
giver meets all relevant State child protection standards;

(20)(A) provides procedures for criminal records checks, in-
cluding fingerprint-based checks of national crime information
databases (as defined in section 534(e)(3)(A) of title 28, United
States Code), for any prospective foster or adoptive parent be-
fore the foster or adoptive parent may be finally approved for
placement of a child regardless of whether foster care mainte-
nance payments or adoption assistance payments are to be
made on behalf of the child under the State plan under this
part, including procedures requiring that—

(i) in any case involving a child on whose behalf such
payments are to be so made in which a record check re-
veals a felony conviction for child abuse or neglect, for
spousal abuse, for a crime against children (including child
pornography), or for a crime involving violence, including
rape, sexual assault, or homicide, but not including other
physical assault or battery, if a State finds that a court of
competent jurisdiction has determined that the felony was
committed at any time, such final approval shall not be
granted; and

(ii) in any case involving a child on whose behalf such
payments are to be so made in which a record check re-
veals a felony conviction for physical assault, battery, or a
drug-related offense, if a State finds that a court of com-
petent jurisdiction has determined that the felony was
committed within the past 5 years, such final approval
shall not be granted; and

(B) provides that the State shall—

(i) check any child abuse and neglect registry main-
tained by the State for information on any prospective fos-
ter or adoptive parent and on any other adult living in the
home of such a prospective parent, and request any other
State in which any such prospective parent or other adult
has resided in the preceding 5 years, to enable the State
to check any child abuse and neglect registry maintained
by such other State for such information, before the pro-
spective foster or adoptive parent may be finally approved
for placement of a child, regardless of whether foster care
maintenance payments or adoption assistance payments
are to be made on behalf of the child under the State plan
under this part;
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(i) comply with any request described in clause (i) that
is received from another State; and

(iii) have in place safeguards to prevent the unauthor-
ized disclosure of information in any child abuse and ne-
glect registry maintained by the State, and to prevent any
such information obtained pursuant to this subparagraph
from being used for a purpose other than the conducting
of background checks in foster or adoptive placement
cases; and

(C) provides procedures for criminal records checks, includ-
ing fingerprint-based checks of national crime information
databases (as defined in section 534(e)(3)(A) of title 28, United
States Code), on any relative guardian, and for checks de-
scribed in subparagraph (B) of this paragraph on any relative
guardian and any other adult living in the home of any rel-
ative guardian, before the relative guardian may receive kin-
ship guardianship assistance payments on behalf of the child
under the State plan under this part;

(21) provides for health insurance coverage (including, at
State option, through the program under the State plan ap-
proved under title XIX) for any child who has been determined
to be a child with special needs, for whom there is in effect an
adoption assistance agreement (other than an agreement under
this part) between the State and an adoptive parent or par-
ents, and who the State has determined cannot be placed with
an adoptive parent or parents without medical assistance be-
cause such child has special needs for medical, mental health,
or rehabilitative care, and that with respect to the provision of
such health insurance coverage—

(A) such coverage may be provided through 1 or more
State medical assistance programs;

(B) the State, in providing such coverage, shall ensure
that the medical benefits, including mental health bene-
fits, provided are of the same type and kind as those that
would be provided for children by the State under title
XIX;

(C) in the event that the State provides such coverage
through a State medical assistance program other than the
program under title XIX, and the State exceeds its funding
for services under such other program, any such child shall
be deemed to be receiving aid or assistance under the
State plan under this part for purposes of section
1902(a)(10)(A){1)(I); and

(D) in determining cost-sharing requirements, the State
shall take into consideration the circumstances of the
adopting parent or parents and the needs of the child
being adopted consistent, to the extent coverage is pro-
vided through a State medical assistance program, with
the rules under such program,;

(22) provides that, not later than January 1, 1999, the State
shall develop and implement standards to ensure that children
in foster care placements in public or private agencies are pro-
vided quality services that protect the safety and health of the
children;

(23) provides that the State shall not—



32

(A) deny or delay the placement of a child for adoption
when an approved family is available outside of the juris-
diction with responsibility for handling the case of the
child; or

(B) fail to grant an opportunity for a fair hearing, as de-
scribed in paragraph (12), to an individual whose allega-
tion of a violation of subparagraph (A) of this paragraph
is denied by the State or not acted upon by the State with
reasonable promptness;

(24) includes a certification that, before a child in foster care
under the responsibility of the State is placed with prospective
foster parents, the prospective foster parents will be prepared
adequately with the appropriate knowledge and skills to pro-
vide for the needs of the child, that the preparation will be con-
tinued, as necessary, after the placement of the child, and that
the preparation shall include knowledge and skills relating to
the reasonable and prudent parent standard for the participa-
tion of the child in age or developmentally-appropriate activi-
ties, including knowledge and skills relating to the develop-
mental stages of the cognitive, emotional, physical, and behav-
ioral capacities of a child, and knowledge and skills relating to
applying the standard to decisions such as whether to allow
the child to engage in social, extracurricular, enrichment, cul-
tural, and social activities, including sports, field trips, and
overnight activities lasting 1 or more days, and to decisions in-
volving the signing of permission slips and arranging of trans-
portation for the child to and from extracurricular, enrichment,
and social activities;

(25) provide that the State shall have in effect procedures for
the orderly and timely interstate placement of children; and
procedures implemented in accordance with an interstate com-
pact, if incorporating with the procedures prescribed by para-
graph (26), shall be considered to satisfy the requirement of
this paragraph;

(26) provides that—

(A)(d) within 60 days after the State receives from an-
other State a request to conduct a study of a home envi-
ronment for purposes of assessing the safety and suit-
ability of placing a child in the home, the State shall, di-
rectly or by contract—

(I) conduct and complete the study; and

(IT) return to the other State a report on the results
of the study, which shall address the extent to which
placement in the home would meet the needs of the
child; and

(i1) in the case of a home study begun on or before Sep-
tember 30, 2008, if the State fails to comply with clause
(i) within the 60-day period as a result of circumstances
beyond the control of the State (such as a failure by a Fed-
eral agency to provide the results of a background check,
or the failure by any entity to provide completed medical
forms, requested by the State at least 45 days before the
end of the 60-day period), the State shall have 75 days to
comply with clause (i) if the State documents the cir-
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cumstances involved and certifies that completing the
home study is in the best interests of the child; except that

(iii) this subparagraph shall not be construed to require
the State to have completed, within the applicable period,
the parts of the home study involving the education and
training of the prospective foster or adoptive parents;

(B) the State shall treat any report described in sub-
paragraph (A) that is received from another State or an In-
dian tribe (or from a private agency under contract with
another State) as meeting any requirements imposed by
the State for the completion of a home study before placing
a child in the home, unless, within 14 days after receipt
of the report, the State determines, based on grounds that
are specific to the content of the report, that making a de-
cision in reliance on the report would be contrary to the
welfare of the child; and

(C) the State shall not impose any restriction on the
ability of a State agency administering, or supervising the
administration of, a State program operated under a State
plan approved under this part to contract with a private
agency for the conduct of a home study described in sub-
paragraph (A);

(27) provides that, with respect to any child in foster care
under the responsibility of the State under this part or part B
and without regard to whether foster care maintenance pay-
ments are made under section 472 on behalf of the child, the
State has in effect procedures for verifying the citizenship or
immigration status of the child;

(28) at the option of the State, provides for the State to enter
into kinship guardianship assistance agreements to provide
kinship guardianship assistance payments on behalf of chil-
dren to grandparents and other relatives who have assumed
legal guardianship of the children for whom they have cared as
foster parents and for whom they have committed to care on
a permanent basis, as provided in section 473(d);

(29) provides that, within 30 days after the removal of a
child from the custody of the parent or parents of the child, the
State shall exercise due diligence to identify and provide notice
to the following relatives: all adult grandparents, all parents of
a sibling of the child, where such parent has legal custody of
such sibling, and other adult relatives of the child (including
any other adult relatives suggested by the parents), subject to
exceptions due to family or domestic violence, that—

(A) specifies that the child has been or is being removed
from the custody of the parent or parents of the child;

(B) explains the options the relative has under Federal,
State, and local law to participate in the care and place-
ment of the child, including any options that may be lost
by failing to respond to the notice;

(C) describes the requirements under paragraph (10) of
this subsection to become a foster family home and the ad-
ditional services and supports that are available for chil-
dren placed in such a home; and

(D) if the State has elected the option to make kinship
guardianship assistance payments under paragraph (28) of
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this subsection, describes how the relative guardian of the
child may subsequently enter into an agreement with the
State under section 473(d) to receive the payments;

(30) provides assurances that each child who has attained
the minimum age for compulsory school attendance under
State law and with respect to whom there is eligibility for a
payment under the State plan is a full-time elementary or sec-
ondary school student or has completed secondary school, and
for purposes of this paragraph, the term “elementary or sec-
oqulcigry school student” means, with respect to a child, that the
child 1s—

(A) enrolled (or in the process of enrolling) in an institu-
tion which provides elementary or secondary education, as
determined under the law of the State or other jurisdiction
in which the institution is located;

(B) instructed in elementary or secondary education at
home in accordance with a home school law of the State
or other jurisdiction in which the home is located;

(C) in an independent study elementary or secondary
education program in accordance with the law of the State
or other jurisdiction in which the program is located,
which is administered by the local school or school district;
or

(D) incapable of attending school on a full-time basis due
to the medical condition of the child, which incapability is
supported by regularly updated information in the case
plan of the child,;

(31) provides that reasonable efforts shall be made—

(A) to place siblings removed from their home in the
same foster care, kinship guardianship, or adoptive place-
ment, unless the State documents that such a joint place-
ment would be contrary to the safety or well-being of any
of the siblings; and

(B) in the case of siblings removed from their home who
are not so jointly placed, to provide for frequent visitation
or other ongoing interaction between the siblings, unless
that State documents that frequent visitation or other on-
going interaction would be contrary to the safety or well-
being of any of the siblings;

(32) provides that the State will negotiate in good faith with
any Indian tribe, tribal organization or tribal consortium in the
State that requests to develop an agreement with the State to
administer all or part of the program under this part on behalf
of Indian children who are under the authority of the tribe, or-
ganization, or consortium, including foster care maintenance
payments on behalf of children who are placed in State or trib-
ally licensed foster family homes, adoption assistance pay-
ments, and, if the State has elected to provide such payments,
kinship guardianship assistance payments under section
473(d), and tribal access to resources for administration, train-
ing, and data collection under this part;

(33) provides that the State will inform any individual who
is adopting, or whom the State is made aware is considering
adopting, a child who is in foster care under the responsibility
of the State of the potential eligibility of the individual for a
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Federal tax credit under section 23 of the Internal Revenue
Code of 1986;

(84) provides that, for each child or youth described in para-
graph (9)(C)(1)(1), the State agency shall—

(A) not later than 2 years after the date of the enact-
ment of this paragraph, report immediately, and in no case
later than 24 hours after receiving information on children
or youth who have been identified as being a sex traf-
ficking victim, to the law enforcement authorities; and

(B) not later than 3 years after such date of enactment
and annually thereafter, report to the Secretary the total
number of children and youth who are sex trafficking vic-
tims; and

(35) provides that—

(A) not later than 1 year after the date of the enactment
of this paragraph, the State shall develop and implement
specific protocols for—

(i) expeditiously locating any child missing from fos-
ter care;

(ii) determining the primary factors that contributed
to the child’s running away or otherwise being absent
from care, and to the extent possible and appropriate,
responding to those factors in current and subsequent
placements;

(ii1) determining the child’s experiences while absent
from care, including screening the child to determine
if the child is a possible sex trafficking victim (as de-
fined in section 475(9)(A)); and

(iv) reporting such related information as required
by the Secretary; and

(B) not later than 2 years after such date of enactment,
for each child and youth described in paragraph (9)(C)GA)I)
of this subsection, the State agency shall report imme-
diately, and in no case later than 24 hours after receiving,
information on missing or abducted children or youth to
the law enforcement authorities for entry into the National
Crime Information Center (NCIC) database of the Federal
Bureau of Investigation, established pursuant to section
534 of title 28, United States Code, and to the National
Center for Missing and Exploited Children.

(b) The Secretary shall approve any plan which complies with the
provisions of subsection (a) of this section.

(¢) USE oF CHILD WELFARE RECORDS IN STATE COURT PRO-
CEEDINGS.—Subsection (a)(8) shall not be construed to limit the
flexibility of a State in determining State policies relating to public
access to court proceedings to determine child abuse and neglect or
other court hearings held pursuant to part B or this part, except
that such policies shall, at a minimum, ensure the safety and well-
being of the child, parents, and family.

(d) ANNUAL REPORTS BY THE SECRETARY ON NUMBER OF CHIL-
DREN AND YOUTH REPORTED BY STATES TO BE SEX TRAFFICKING
VicTiMs.—Not later than 4 years after the date of the enactment
of this subsection and annually thereafter, the Secretary shall re-
port to the Congress and make available to the public on the Inter-
net website of the Department of Health and Human Services the
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number of children and youth reported in accordance with sub-
section (a)(34)(B) of this section to be sex trafficking victims (as de-
fined in section 475(9)(A)).

FOSTER CARE MAINTENANCE PAYMENTS PROGRAM

SEC. 472. (a) IN GENERAL.—

(1) EviciBiLITY.—Each State with a plan approved under
this part shall make foster care maintenance payments on be-
half of each child who has been removed from the home of a
relative specified in section 406(a) (as in effect on July 16,
1996) into foster care if—

(A) the removal and foster care placement met, and the
placement continues to meet, the requirements of para-
graph (2); and

(B) the child, while in the home, would have met the
AFDC eligibility requirement of paragraph (3).

(2) REMOVAL AND FOSTER CARE PLACEMENT REQUIREMENTS.—
The removal and foster care placement of a child meet the re-
quirements of this paragraph if—

(A) the removal and foster care placement are in accord-
ance with—

(i) a voluntary placement agreement entered into by
a parent or legal guardian of the child who is the rel-
ative referred to in paragraph (1); or

(i) a judicial determination to the effect that con-
tinuation in the home from which removed would be
contrary to the welfare of the child and that reason-
able efforts of the type described in section 471(a)(15)
for a child have been made;

(B) the child’s placement and care are the responsibility
of—

(i) the State agency administering the State plan ap-
proved under section 471;

(i1) any other public agency with which the State
agency administering or supervising the administra-
tion of the State plan has made an agreement which
is in effect; or

(iii) an Indian tribe or a tribal organization (as de-
fined in section 479B(a)) or a tribal consortium that
has a plan approved under section 471 in accordance
with section 479B; and

(C) the child has been placed in a foster family home or
child-care institution.

(3) AFDC ELIGIBILITY REQUIREMENT.—

(A) IN GENERAL.—A child in the home referred to in
paragraph (1) would have met the AFDC eligibility re-
quirement of this paragraph if the child—

(i) would have received aid under the State plan ap-
proved under section 402 (as in effect on July 16,
1996) in the home, in or for the month in which the
agreement was entered into or court proceedings lead-
ing to the determination referred to in paragraph
(2)(A)(1i) of this subsection were initiated; or
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(i1)(I) would have received the aid in the home, in or
for the month referred to in clause (i), if application
had been made therefor; or

(IT) had been living in the home within 6 months be-
fore the month in which the agreement was entered
into or the proceedings were initiated, and would have
received the aid in or for such month, if, in such
month, the child had been living in the home with the
relative referred to in paragraph (1) and application
for the aid had been made.

(B) RESOURCES DETERMINATION.—For purposes of sub-
paragraph (A), in determining whether a child would have
received aid under a State plan approved under section
402 (as in effect on July 16, 1996), a child whose resources
(determined pursuant to section 402(a)(7)(B), as so in ef-
fect) have a combined value of not more than $10,000 shall
be considered a child whose resources have a combined
value of not more than $1,000 (or such lower amount as
the State may determine for purposes of section
402(a)(7)(B)).

(4) ELIGIBILITY OF CERTAIN ALIEN CHILDREN.—Subject to title
IV of the Personal Responsibility and Work Opportunity Rec-
onciliation Act of 1996, if the child is an alien disqualified
under section 245A(h) or 210(f) of the Immigration and Nation-
ality Act from receiving aid under the State plan approved
under section 402 in or for the month in which the agreement
described in paragraph (2)(A)(i) was entered into or court pro-
ceedings leading to the determination described in paragraph
(2)(A)(1) were initiated, the child shall be considered to satisfy
the requirements of paragraph (3), with respect to the month,
if the child would have satisfied the requirements but for the
disqualification.

(b) Foster care maintenance payments may be made under this
part only on behalf of a child described in subsection (a) of this sec-
tion who is—

(1) in the foster family home of an individual, whether the
payments therefor are made to such individual or to a public
or private child-placement or child-care agency, or

(2) in a child-care institution, whether the payments therefor
are made to such institution or to a public or private child-
placement or child-care agency, which payments shall be lim-
ited so as to include in such payments only those items which
are included in the term “foster care maintenance payments”
(as defined in section 475(4)).

(c) For the purposes of this part, (1) the term “foster family
home” means a foster family home for children which is licensed
by the State in which it is situated or has been approved, by the
agency of such State having responsibility for licensing homes of
this type, as meeting the standards established for such licensing;
and (2) the term “child-care institution” means a private child-care
institution, or a public child-care institution which accommodates
no more than twenty-five children, which is licensed by the State
in which it is situated or has been approved, by the agency of such
State responsible for licensing or approval of institutions of this
type, as meeting the standards established for such licensing, ex-
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cept, in the case of a child who has attained 18 years of age, the
term shall include a supervised setting in which the individual is
living independently, in accordance with such conditions as the
Secretary shall establish in regulations, but the term shall not in-
clude detention facilities, forestry camps, training schools, or any
other facility operated primarily for the detention of children who
are determined to be delinquent.

(d) Notwithstanding any other provision of this title, Federal
payments may be made under this part with respect to amounts
expended by any State as foster care maintenance payments under
this section, in the case of children removed from their homes pur-
suant to voluntary placement agreements as described in sub-
section (a), only if (at the time such amounts were expended) the
State has fulfilled all of the requirements of section 422(b)(8).

(e) No Federal payment may be made under this part with re-
spect to amounts expended by any State as foster care maintenance
payments under this section, in the case of any child who was re-
moved from his or her home pursuant to a voluntary placement
agreement as described in subsection (a) and has remained in vol-
untary placement for a period in excess of 180 days, unless there
has been a judicial determination by a court of competent jurisdic-
tion (within the first 180 days of such placement) to the effect that
such placement is in the best interests of the child.

(f) For the purposes of this part and part B of this title, (1) the
term “voluntary placement” means an out-of-home placement of a
minor, by or with participation of a State agency, after the parents
or guardians of the minor have requested the assistance of the
agency and signed a voluntary placement agreement; and (2) the
term “voluntary placement agreement” means a written agreement,
binding on the parties to the agreement, between the State agency,
any other agency acting on its behalf, and the parents or guardians
of a minor child which specifies, at a minimum, the legal status of
the child and the rights and obligations of the parents or guard-
ians, the child, and the agency while the child is in placement.

(g) In any case where—

(1) the placement of a minor child in foster care occurred
pursuant to a voluntary placement agreement entered into by
the parents or guardians of such child as provided in sub-
section (a), and

(2) such parents or guardians request (in such manner and
form as the Secretary may prescribe) that the child be re-
turned to their home or to the home of a relative,

the voluntary placement agreement shall be deemed to be revoked
unless the State agency opposes such request and obtains a judicial
determination, by a court of competent jurisdiction, that the return
of the child to such home would be contrary to the child’s best in-
terests.

(h)(1) For purposes of title XIX, any child with respect to whom
foster care maintenance payments are made under this section is
deemed to be a dependent child as defined in section 406 (as in ef-
fect as of July 16, 1996) and deemed to be a recipient of aid to fam-
ilies with dependent children under part A of this title (as so in ef-
fect). For purposes of subtitle 1 of title XX, any child with respect
to whom foster care maintenance payments are made under this
section is deemed to be a minor child in a needy family under a
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State program funded under part A of this title and is deemed to
be a recipient of assistance under such part.

(2) For purposes of paragraph (1), a child whose costs in a foster
family home or child care institution are covered by the foster care
maintenance payments being made with respect to the child’s
minor parent, as provided in section 475(4)(B), shall be considered
a child with respect to whom foster care maintenance payments are
made under this section.

(i) ADMINISTRATIVE COSTS ASSOCIATED WITH OTHERWISE ELIGI-
BLE CHILDREN NOT IN LICENSED FOSTER CARE SETTINGS.—Expend-
itures by a State that would be considered administrative expendi-
tures for purposes of section 474(a)(3) if made with respect to a
child who was residing in a foster family home or child-care institu-
tion shall be so considered with respect to a child not residing in
such a home or institution—

(1) in the case of a child who has been removed in accord-
ance with subsection (a) of this section from the home of a rel-
ative specified in section 406(a) (as in effect on July 16, 1996),
only for expenditures—

(A) with respect to a period of not more than the lesser
of 12 months or the average length of time it takes for the
State to license or approve a home as a foster home, in
which the child is in the home of a relative and an applica-
tion is pending for licensing or approval of the home as a
foster family home; or

(B) with respect to a period of not more than 1 calendar
month when a child moves from a facility not eligible for
payments under this part into a foster family home or
child care institution licensed or approved by the State;
and

(2) in the case of any other child who is potentially eligible
for benefits under a State plan approved under this part and
at imminent risk of removal from the home, only if—

(A) reasonable efforts are being made in accordance with
section 471(a)(15) to prevent the need for, or if necessary
to pursue, removal of the child from the home; and

(B) the State agency has made, not less often than every
6 months, a determination (or redetermination) as to
whether the child remains at imminent risk of removal
from the home.

ADOPTION AND GUARDIANSHIP ASSISTANCE PROGRAM

SEC. 473. (a)(1)(A) Each State having a plan approved under this
part shall enter into adoption assistance agreements (as defined in
section 475(3)) with the adoptive parents of children with special
needs.

(B) Under any adoption assistance agreement entered into by a
State with parents who adopt a child with special needs, the
State—

(i) shall make payments of nonrecurring adoption expenses
incurred by or on behalf of such parents in connection with the
adoption of such child, directly through the State agency or
through another public or nonprofit private agency, in amounts
determined under paragraph (3), and
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(i) in any case where the child meets the requirements of
paragraph (2), may make adoption assistance payments to
such parents, directly through the State agency or through an-
other public or nonprofit private agency, in amounts so deter-
mined.

(2)(A) For purposes of paragraph (1)(B)(ii), a child meets the re-
quirements of this paragraph if—

(i) in the case of a child who is not an applicable child for
the fiscal year (as defined in subsection (e)), the child—

(D(aa)(AA) was removed from the home of a relative
specified in section 406(a) (as in effect on July 16, 1996)
and placed in foster care in accordance with a voluntary
placement agreement with respect to which Federal pay-
ments are provided under section 474 (or section 403, as
such section was in effect on July 16, 1996), or in accord-
ance with a judicial determination to the effect that con-
tinuation in the home would be contrary to the welfare of
the child; and

(BB) met the requirements of section 472(a)(3) with re-
spect to the home referred to in subitem (AA) of this item,;

(bb) meets all of the requirements of title XVI with re-
spect to eligibility for supplemental security income bene-
fits; or

(cc) is a child whose costs in a foster family home or
child-care institution are covered by the foster care main-
tenance payments being made with respect to the minor
parent of the child as provided in section 475(4)(B); and

(IT) has been determined by the State, pursuant to sub-
section (c¢)(1) of this section, to be a child with special
needs; or

(i1) in the case of a child who is an applicable child for the
fiscal year (as so defined), the child—

(I)(aa) at the time of initiation of adoption proceedings
was in the care of a public or licensed private child place-
ment agency or Indian tribal organization pursuant to—

(AA) an involuntary removal of the child from the
home in accordance with a judicial determination to
the effect that continuation in the home would be con-
trary to the welfare of the child; or

(BB) a voluntary placement agreement or voluntary
relinquishment;

(bb) meets all medical or disability requirements of title
XVI with respect to eligibility for supplemental security in-
come benefits; or

(cc) was residing in a foster family home or child care in-
stitution with the child’s minor parent, and the child’s
minor parent was in such foster family home or child care
institution pursuant to—

(AA) an involuntary removal of the child from the
home in accordance with a judicial determination to
the effect that continuation in the home would be con-
trary to the welfare of the child; or

(BB) a voluntary placement agreement or voluntary
relinquishment; and
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(IT) has been determined by the State, pursuant to sub-
section (c)(2), to be a child with special needs.

(B) Section 472(a)(4) shall apply for purposes of subparagraph (A)
of this paragraph, in any case in which the child is an alien de-
scribed in such section.

(C) A child shall be treated as meeting the requirements of this
paragraph for the purpose of paragraph (1)(B)(ii) if—

(i) in the case of a child who is not an applicable child for
the fiscal year (as defined in subsection (e)), the child—

(I) meets the requirements of subparagraph (A)i)(II);

(IT) was determined eligible for adoption assistance pay-
ments under this part with respect to a prior adoption;

(III) is available for adoption because—

(aa) the prior adoption has been dissolved, and the
parental rights of the adoptive parents have been ter-
minated; or

(bb) the child’s adoptive parents have died; and

(IV) fails to meet the requirements of subparagraph
(A)(1) but would meet such requirements if—

(aa) the child were treated as if the child were in
the same financial and other circumstances the child
was in the last time the child was determined eligible
for adoption assistance payments under this part; and

(bb) the prior adoption were treated as never having
occurred; or

(i) in the case of a child who is an applicable child for the
fiscal year (as so defined), the child meets the requirements of
subparagraph (A)(ii)(II), is determined eligible for adoption as-
sistance payments under this part with respect to a prior adop-
tion (or who would have been determined eligible for such pay-
ments had the Adoption and Safe Families Act of 1997 been in
effect at the time that such determination would have been
made), and is available for adoption because the prior adoption
has been dissolved and the parental rights of the adoptive par-
ents have been terminated or because the child’s adoptive par-
ents have died.

(D) In determining the eligibility for adoption assistance pay-
ments of a child in a legal guardianship arrangement described
in section 471(a)(28), the placement of the child with the rel-
ative guardian involved and any kinship guardianship assist-
ance payments made on behalf of the child shall be considered
never to have been made.

(3) The amount of the payments to be made in any case under
clauses (i) and (ii) of paragraph (1)(B) shall be determined through
agreement between the adoptive parents and the State or local
agency administering the program under this section, which shall
take into consideration the circumstances of the adopting parents
and the needs of the child being adopted, and may be readjusted
periodically, with the concurrence of the adopting parents (which
may be specified in the adoption assistance agreement), depending
upon changes in such circumstances. However, in no case may the
amount of the adoption assistance payment made under clause (ii)
of paragraph (1)(B) exceed the foster care maintenance payment
which would have been paid during the period if the child with re-
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spect to whom the adoption assistance payment is made had been
in a foster family home.

(4)(A) Notwithstanding any other provision of this section, a pay-
ment may not be made pursuant to this section to parents or rel-
ative guardians with respect to a child—

(i) who has attained—

(I) 18 years of age, or such greater age as the State may
elect under section 475(8)(B)(iii); or

(II) 21 years of age, if the State determines that the
child has a mental or physical handicap which warrants
the continuation of assistance;

(i1) who has not attained 18 years of age, if the State deter-
mines that the parents or relative guardians, as the case may
be, are no longer legally responsible for the support of the
child; or

(iii) if the State determines that the child is no longer receiv-
ing any support from the parents or relative guardians, as the
case may be.

(B) Parents or relative guardians who have been receiving adop-
tion assistance payments or kinship guardianship assistance pay-
ments under this section shall keep the State or local agency ad-
ministering the program under this section informed of cir-
cumstances which would, pursuant to this subsection, make them
ineligible for the payments, or eligible for the payments in a dif-
ferent amount.

(5) For purposes of this part, individuals with whom a child (who
has been determined by the State, pursuant to subsection (c), to be
a child with special needs) is placed for adoption in accordance
with applicable State and local law shall be eligible for such pay-
ments, during the period of the placement, on the same terms and
subject to the same conditions as if such individuals had adopted
such child.

(6)(A) For purposes of paragraph (1)(B)(i), the term “nonrecurring
adoption expenses” means reasonable and necessary adoption fees,
court costs, attorney fees, and other expenses which are directly re-
lated to the legal adoption of a child with special needs and which
are not incurred in violation of State or Federal law.

(B) A State’s payment of nonrecurring adoption expenses under
an adoption assistance agreement shall be treated as an expendi-
ture made for the proper and efficient administration of the State
plan for purposes of section 474(a)(3)(E).

(7T)(A) Notwithstanding any other provision of this subsection, no
payment may be made to parents with respect to any applicable
child for a fiscal year that—

(i) would be considered a child with special needs under sub-
section (¢)(2);

(ii) is not a citizen or resident of the United States; and

(iii) was adopted outside of the United States or was brought
into the United States for the purpose of being adopted.

(B) Subparagraph (A) shall not be construed as prohibiting pay-
ments under this part for an applicable child described in subpara-
graph (A) that is placed in foster care subsequent to the failure, as
determined by the State, of the initial adoption of the child by the
parents described in subparagraph (A).
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(8)(A) A State shall calculate the savings (if any) resulting from
the application of paragraph (2)(A)(ii) to all applicable children for
a fiscal year, using a methodology specified by the Secretary or an
alternate methodology proposed by the State and approved by the
Secretary.

(B) A State shall annually report to the Secretary—

(i) the methodology used to make the calculation described in
subparagraph (A), without regard to whether any savings are
found;

(i) the amount of any savings referred to in subparagraph
(A); and

(iii) how any such savings are spent, accounting for and re-
porting the spending separately from any other spending re-
ported to the Secretary under part B or this part.

(C) The Secretary shall make all information reported pursuant
to subparagraph (B) available on the website of the Department of
Health and Human Services in a location easily accessible to the
public.

(D)) A State shall spend an amount equal to the amount of the
savings (if any) in State expenditures under this part resulting
from the application of paragraph (2)(A)(ii) to all applicable chil-
dren for a fiscal year, to provide to children of families any service
that may be provided under part B or this part. A State shall
spend not less than 30 percent of any such savings on post-adop-
tion services, post-guardianship services, and services to support
and sustain positive permanent outcomes for children who other-
wise might enter into foster care under the responsibility of the
State, with at least %45 of the spending by the State to comply with
such 30 percent requirement being spent on post-adoption and
post-guardianship services.

(i) Any State spending required under clause (i) shall be used to
supplement, and not supplant, any Federal or non-Federal funds
used to provide any service under part B or this part.

(b)(1) For purposes of title XIX, any child who is described in
paragraph (3) is deemed to be a dependent child as defined in sec-
tion 406 (as in effect as of July 16, 1996) and deemed to be a recipi-
ent of aid to families with dependent children under part A of this
title (as so in effect) in the State where such child resides.

(2) For purposes of subtitle 1 of title XX, any child who is de-
scribed in paragraph (3) is deemed to be a minor child in a needy
family under a State program funded under part A of this title and
deemed to be a recipient of assistance under such part.

(3) A child described in this paragraph is any child—

(A)(1) who is a child described in subsection (a)(2), and

(i1) with respect to whom an adoption assistance agreement
is in effect under this section (whether or not adoption assist-
ance payments are provided under the agreement or are being
made under this section), including any such child who has
been placed for adoption in accordance with applicable State
and local law (whether or not an interlocutory or other judicial
decree of adoption has been issued),

(B) with respect to whom foster care maintenance payments
are being made under section 472, or

(C) with respect to whom kinship guardianship assistance
payments are being made pursuant to subsection (d).
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(4) For purposes of paragraphs (1) and (2), a child whose costs
in a foster family home or child-care institution are covered by the
foster care maintenance payments being made with respect to the
child’s minor parent, as provided in section 475(4)(B), shall be con-
sidered a child with respect to whom foster care maintenance pay-
ments are being made under section 472.

(c) For purposes of this section—

(1) in the case of a child who is not an applicable child for
a fiscal year, the child shall not be considered a child with spe-
cial needs unless—

(A) the State has determined that the child cannot or
should not be returned to the home of his parents; and

(B) the State had first determined (A) that there exists
with respect to the child a specific factor or condition (such
as his ethnic background, age, or membership in a minor-
ity or sibling group, or the presence of factors such as med-
ical conditions or physical, mental, or emotional handicaps)
because of which it is reasonable to conclude that such
child cannot be placed with adoptive parents without pro-
viding adoption assistance under this section or medical
assistance under title XIX, and (B) that, except where it
would be against the best interests of the child because of
such factors as the existence of significant emotional ties
with prospective adoptive parents while in the care of such
parents as a foster child, a reasonable, but unsuccessful,
effort has been made to place the child with appropriate
adoptive parents without providing adoption assistance
under this section or medical assistance under title XIX; or

(2) in the case of a child who is an applicable child for a fis-
cal year, the child shall not be considered a child with special
needs unless—

(A) the State has determined, pursuant to a criterion or
criteria established by the State, that the child cannot or
should not be returned to the home of his parents;

(B)(d) the State has determined that there exists with re-
spect to the child a specific factor or condition (such as eth-
nic background, age, or membership in a minority or sib-
ling group, or the presence of factors such as medical con-
ditions or physical, mental, or emotional handicaps) be-
cause of which it is reasonable to conclude that the child
cannot be placed with adoptive parents without providing
adoption assistance under this section and medical assist-
ance under title XIX; or

(i1) the child meets all medical or disability requirements
of title XVI with respect to eligibility for supplemental se-
curity income benefits; and

(C) the State has determined that, except where it would
be against the best interests of the child because of such
factors as the existence of significant emotional ties with
prospective adoptive parents while in the care of the par-
ents as a foster child, a reasonable, but unsuccessful, effort
has been made to place the child with appropriate adoptive
parents without providing adoption assistance under this
section or medical assistance under title XIX.
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(d) KINSHIP GUARDIANSHIP ASSISTANCE PAYMENTS FOR CHIL-
DREN.—
(1) KINSHIP GUARDIANSHIP ASSISTANCE AGREEMENT.—

(A) IN GENERAL.—In order to receive payments under
section 474(a)(5), a State shall—

(i) negotiate and enter into a written, binding kin-
ship guardianship assistance agreement with the pro-
spective relative guardian of a child who meets the re-
quirements of this paragraph; and

(ii) provide the prospective relative guardian with a
copy of the agreement.

(B) MINIMUM REQUIREMENTS.—The agreement shall
specify, at a minimum—

(i) the amount of, and manner in which, each kin-
ship guardianship assistance payment will be provided
under the agreement, and the manner in which the
payment may be adjusted periodically, in consultation
with the relative guardian, based on the circumstances
of the relative guardian and the needs of the child;

(i1) the additional services and assistance that the
child and relative guardian will be eligible for under
the agreement;

(iii) the procedure by which the relative guardian
may apply for additional services as needed; and

(iv) subject to subparagraph (D), that the State will
pay the total cost of nonrecurring expenses associated
with obtaining legal guardianship of the child, to the
extent the total cost does not exceed $2,000.

(C) INTERSTATE APPLICABILITY.—The agreement shall
provide that the agreement shall remain in effect without
regard to the State residency of the relative guardian.

(D) NO EFFECT ON FEDERAL REIMBURSEMENT.—Nothing
in subparagraph (B)(iv) shall be construed as affecting the
ability of the State to obtain reimbursement from the Fed-
eral Government for costs described in that subparagraph.

(2) LIMITATIONS ON AMOUNT OF KINSHIP GUARDIANSHIP AS-
SISTANCE PAYMENT.—A kinship guardianship assistance pay-
ment on behalf of a child shall not exceed the foster care main-
tenance payment which would have been paid on behalf of the
child if the child had remained in a foster family home.

(3) CHILD’S ELIGIBILITY FOR A KINSHIP GUARDIANSHIP ASSIST-
ANCE PAYMENT.—

(A) IN GENERAL.—A child is eligible for a kinship guard-
ianship assistance payment under this subsection if the
State agency determines the following:

(1) The child has been—

(I) removed from his or her home pursuant to a
voluntary placement agreement or as a result of a
judicial determination to the effect that continu-
ation in the home would be contrary to the wel-
fare of the child; and

(IT) eligible for foster care maintenance pay-
ments under section 472 while residing for at
least 6 consecutive months in the home of the pro-
spective relative guardian.
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(i) Being returned home or adopted are not appro-
priate permanency options for the child.

(iii) The child demonstrates a strong attachment to
the prospective relative guardian and the relative
guardian has a strong commitment to caring perma-
nently for the child.

(iv) With respect to a child who has attained 14
years of age, the child has been consulted regarding
the kinship guardianship arrangement.

(B) TREATMENT OF SIBLINGS.—With respect to a child de-
scribed in subparagraph (A) whose sibling or siblings are
not so described—

(i) the child and any sibling of the child may be
placed in the same kinship guardianship arrangement,
in accordance with section 471(a)(31), if the State
agency and the relative agree on the appropriateness
of the arrangement for the siblings; and

(i) kinship guardianship assistance payments may
be paid on behalf of each sibling so placed.

(C) ELIGIBILITY NOT AFFECTED BY REPLACEMENT OF
GUARDIAN WITH A SUCCESSOR GUARDIAN.—In the event of
the death or incapacity of the relative guardian, the eligi-
bility of a child for a kinship guardianship assistance pay-
ment under this subsection shall not be affected by reason
of the replacement of the relative guardian with a suc-
cessor legal guardian named in the kinship guardianship
assistance agreement referred to in paragraph (1) (includ-
ing in any amendment to the agreement), notwithstanding
subparagraph (A) of this paragraph and section 471(a)(28).

(e) APPLICABLE CHILD DEFINED.—

(1) ON THE BASIS OF AGE.—

(A) IN GENERAL.—Subject to paragraphs (2) and (3), in
this section, the term “applicable child” means a child for
whom an adoption assistance agreement is entered into
under this section during any fiscal year described in sub-
paragraph (B) if the child attained the applicable age for
that fiscal year before the end of that fiscal year.

(B) APPLICABLE AGE.—For purposes of subparagraph (A),
the applicable age for a fiscal year is as follows:

In the case of fiscal year: The applicable age is:
2010 16
2011 14
2012 12
2013 10
2014 8
2015 6

2017 ...

2018 or thereafter any age.

(2) EXCEPTION FOR DURATION IN CARE.—Notwithstanding
paragraph (1) of this subsection, beginning with fiscal year
2010, such term shall include a child of any age on the date
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on which an adoption assistance agreement is entered into on
behalf of the child under this section if the child—

(A) has been in foster care under the responsibility of
the State for at least 60 consecutive months; and

(B) meets the requirements of subsection (a)(2)(A)(ii).

(3) EXCEPTION FOR MEMBER OF A SIBLING GROUP.—Notwith-
standing paragraphs (1) and (2) of this subsection, beginning
with fiscal year 2010, such term shall include a child of any
age on the date on which an adoption assistance agreement is
entered into on behalf of the child under this section without
regard to whether the child is described in paragraph (2)(A) of
this subsection if the child—

(A) is a sibling of a child who is an applicable child for
the fiscal year under paragraph (1) or (2) of this sub-
section;

(B) is to be placed in the same adoption placement as an
applicable child for the fiscal year who is their sibling; and

(C) meets the requirements of subsection (a)(2)(A)(ii).

* * & * * * &

TITLE V—MATERNAL AND CHILD HEALTH SERVICES
BLOCK GRANT

* * kS & * * kS

USE OF ALLOTMENT FUNDS

SEC. 504. (a) Except as otherwise provided under this section, a
State may use amounts paid to it under section 503 for the provi-
sion of health services and related activities (including planning,
administration, education, and evaluation and including payment
of salaries and other related expenses of National Health Service
Corps personnel) consistent with its application transmitted under
section 505(a).

(b) Amounts described in subsection (a) may not be used for—

(1) inpatient services, other than inpatient services provided
to children with special health care needs or to high-risk preg-
nant women and infants and such other inpatient services as
the Secretary may approve;

(2) cash payments to intended recipients of health services;

(3) the purchase or improvement of land, the purchase, con-
struction, or permanent improvement (other than minor re-
modeling) of any building or other facility, or the purchase of
major medical equipment;

(4) satisfying any requirement for the expenditure of non-
Federal funds as a condition for the receipt of Federal funds;

(5) providing funds for research or training to any entity
other than a public or nonprofit private entity; or

(6) payment for any item or service (other than an emer-
gency item or service) furnished—

(A) by an individual or entity during the period when
such individual or entity is excluded under this title or
title XVIII, XIX, or XX pursuant to section 1128, 1128A,
1156, or 1842(j)(2), or

(B) at the medical direction or on the prescription of a
physician during the period when the physician is ex-
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cluded under this title or title XVIII, XIX, or XX pursuant

to section 1128, 1128A, 1156, or 1842(j)(2) and when the

person furnishing such item or service knew or had reason

to know of the exclusion (after a reasonable time period

after reasonable notice has been furnished to the person).
The Secretary may waive the limitation contained in paragraph (3)
upon the request of a State if the Secretary finds that there are
extraordinary circumstances to justify the waiver and that granting
the waiver will assist in carrying out this title.

(c) A State may use a portion of the amounts described in sub-
section (a) for the purpose of purchasing technical assistance from
public or private entities if the State determines that such assist-
ance is required in developing, implementing, and administering
programs funded under this title.

(d) Of the amounts paid to a State under section 503 from an al-
lotment for a fiscal year under section 502(c), not more than 10
percent may be used for administering the funds paid under such
section.

* * & * * * &

TITLE XI—GENERAL PROVISIONS, PEER REVIEW, AND
ADMINISTRATIVE SIMPLIFICATION

PART A—GENERAL PROVISIONS

DEFINITIONS

SEC. 1101. (a) When used in this Act—

(1) The term “State”, except where otherwise provided, in-
cludes the District of Columbia and the Commonwealth of
Puerto Rico, and when used in titles IV, V, VII, XI, XIX, and
XXI includes the Virgin Islands and Guam. Such term when
used in titles III, IX, and XII also includes the Virgin Islands.
Such term when used in title V and in part B of this title also
includes American Samoa, the Northern Mariana Islands, and
the Trust Territory of the Pacific Islands. Such term when
used in titles XIX and XXI also includes the Northern Mariana
Islands and American Samoa. In the case of Puerto Rico, the
Virgin Islands, and Guam, titles I, X, and XIV, and title XVI
(as in effect without regard to the amendment made by section
301 of the Social Security Amendments of 1972) shall continue
to apply, and the term “State” when used in such titles (but
not in title XVI as in effect pursuant to such amendment after
December 31, 1973) includes Puerto Rico, the Virgin Islands,
and Guam. Such term when used in title XX also includes the
Virgin Islands, Guam, American Samoa, and the Northern
Mariana Islands. Such term when used in title IV also includes
American Samoa.

(2) The term “United States” when used in a geographical
sense means, except where otherwise provided, the States.

(8) The term “person” means an individual, a trust or estate,
a partnership, or a corporation.

(4) The term “corporation” includes associations, joint-stock
companies, and insurance companies.
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(5) The term “shareholder” includes a member in an associa-
tion, joint-stock company, or insurance company.

(6) The term “Secretary”, except when the context otherwise
requires, means the Secretary of Health and Human Services.

(7) The terms “physician” and “medical care” and “hos-
pitalization” include osteopathic practitioners or the services of
osteopathic practitioners and hospitals within the scope of
their practice as defined by State law.

(8)(A) The “Federal percentage” for any State (other than
Puerto Rico, the Virgin Islands, and Guam) shall be 100 per
centum less the State percentage; and the State percentage
shall be that percentage which bears the same ratio to 50 per
centum as the square of the per capita income of such State
bears to the square of the per capita income of the United
States; except that the Federal percentage shall in no case be
less than 50 per centum or more than 65 per centum.

(B) The Federal percentage for each State (other than Puerto
Rico, the Virgin Islands, and Guam) shall be promulgated by
the Secretary between October 1 and November 30 of each
year, on the basis of the average per capita income of each
State and of the United States for the three most recent cal-
endar years for which satisfactory data are available from the
Department of Commerce. Such promulgation shall be conclu-
sive for each of the four quarters in the period beginning Octo-
ber 1 next succeeding such promulgation: Provided, That the
Secretary shall promulgate such percentages as soon as pos-
sible after the enactment of the Social Security Amendments
of 1958, which promulgation shall be conclusive for each of the
eleven quarters in the period beginning October 1, 1958, and
ending with the close of June 30, 1961.

(C) The term “United States” means (but only for purposes
of subparagraphs (A) and (B) of this paragraph) the fifty States
and the District of Columbia.

(D) Promulgations made before satisfactory data are avail-
able from the Department of Commerce for a full year on the
per capita income of Alaska shall prescribe a Federal percent-
age for Alaska of 50 per centum and, for purposes of such pro-
mulgations, Alaska shall not be included as part of the “United
States”. Promulgations made thereafter but before per capita
income data for Alaska for a full three-year period are avail-
able from the Department of Commerce shall be based on sat-
isfactory data available therefrom for Alaska for such one full
year or, when such data are available for a two-year period, for
such two years.

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

(A) two or more health care practitioners practice their
professions at a common physical location;

(B) such practitioners share (i) common waiting areas,
examining rooms, treatment rooms, or other space, (ii) the
services of supporting staff, or (iii) equipment;

(C) such practitioners have a person (who may himself
be a practitioner)—

(i) who is in charge of, controls, manages, or super-
vises substantial aspects of the arrangement or oper-
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ation for the delivery of health or medical services at
such common physical location, other than the direct
furnishing of professional health care services by the
practitioners to their patients; or
(i1) who makes available to such practitioners the
services of supporting staff who are not employees of
such practitioners;
and who is compensated in whole or in part, for the use
of such common physical location or support services per-
taining thereto, on a basis related to amounts charged or
collected for the services rendered or ordered at such loca-
tion or on any basis clearly unrelated to the value of the
services provided by the person; and
(D) at least one of such practitioners received payments
on a fee-for-service basis under titles XVIII and XIX in an
amount exceeding $5,000 for any one month during the
receding 12 months or in an aggregate amount exceeding
540,000 during the preceding 12 months;
except that such term does not include a provider of services
(as defined in section 1861(u) of this Act), a health mainte-
nance organization (as defined in section 1301(a) of the Public
Health Service Act), a hospital cooperative shared services or-
ganization meeting the requirements of section 501(e) of the
Internal Revenue Code of 1954, or any public entity.
(10) The term “Administration” means the Social Security
Administration, except where the context requires otherwise.

(b) The terms “includes” and “including” when used in a defini-
tion contained in this Act shall not be deemed to exclude other
things otherwise within the meaning of the term defined.

(c) Whenever under this Act or any Act of Congress, or under the
law of any State, an employer is required or permitted to deduct
any amount from the remuneration of an employee and to pay the
amount deducted to the United States, a State, or any political sub-
division thereof, then for the purposes of this Act the amount so
deducted shall be considered to have been paid to the employee at
the time of such deduction.

(d) Nothing in this Act shall be construed as authorizing any
Federal official, agent, or representative, in carrying out any of the
provisions of this Act, to take charge of any child over the objection
of either of the parents of such child, or of the person standing in
loco parentis to such child.

* * * * * * *

EXCLUSION OF CERTAIN INDIVIDUALS AND ENTITIES FROM
PARTICIPATION IN MEDICARE AND STATE HEALTH CARE PROGRAMS

SEC. 1128. (a) MANDATORY EXCLUSION.—The Secretary shall ex-
clude the following individuals and entities from participation in
any Federal health care program (as defined in section 1128B(f)):

(1) CONVICTION OF PROGRAM-RELATED CRIMES.—Any indi-
vidual or entity that has been convicted of a criminal offense
related to the delivery of an item or service under title XVIII
or under any State health care program.

(2) CONVICTION RELATING TO PATIENT ABUSE.—Any indi-
vidual or entity that has been convicted, under Federal or
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State law, of a criminal offense relating to neglect or abuse of
patients in connection with the delivery of a health care item
or service.

(3) FELONY CONVICTION RELATING TO HEALTH CARE FRAUD.—
Any individual or entity that has been convicted for an offense
which occurred after the date of the enactment of the Health
Insurance Portability and Accountability Act of 1996, under
Federal or State law, in connection with the delivery of a
health care item or service or with respect to any act or omis-
sion in a health care program (other than those specifically de-
scribed in paragraph (1)) operated by or financed in whole or
in part by any Federal, State, or local government agency, of
a criminal offense consisting of a felony relating to fraud, theft,
embezzlement, breach of fiduciary responsibility, or other fi-
nancial misconduct.

(4) FELONY CONVICTION RELATING TO CONTROLLED SUB-
STANCE.—Any individual or entity that has been convicted for
an offense which occurred after the date of the enactment of
the Health Insurance Portability and Accountability Act of
1996, under Federal or State law, of a criminal offense con-
sisting of a felony relating to the unlawful manufacture, dis-
tribution, prescription, or dispensing of a controlled substance.

(b) PERMISSIVE EXCLUSION.—The Secretary may exclude the fol-
lowing individuals and entities from participation in any Federal
health care program (as defined in section 1128B(f)):

(1) CONVICTION RELATING TO FRAUD.—Any individual or enti-
ty that has been convicted for an offense which occurred after
the date of the enactment of the Health Insurance Portability
and Accountability Act of 1996, under Federal or State law—

(A) of a criminal offense consisting of a misdemeanor re-
lating to fraud, theft, embezzlement, breach of fiduciary re-
sponsibility, or other financial misconduct—

(i) in connection with the delivery of a health care
item or service, or

(i) with respect to any act or omission in a health
care program (other than those specifically described
in subsection (a)(1)) operated by or financed in whole
or in part by any Federal, State, or local government
agency; or

(B) of a criminal offense relating to fraud, theft, embez-
zlement, breach of fiduciary responsibility, or other finan-
cial misconduct with respect to any act or omission in a
program (other than a health care program) operated by or
financed in whole or in part by any Federal, State, or local
government agency.

(2) CONVICTION RELATING TO OBSTRUCTION OF AN INVESTIGA-
TION OR AUDIT.—Any individual or entity that has been con-
victed, under Federal or State law, in connection with the in-
terference with or obstruction of any investigation or audit re-
lated to—

(i) any offense described in paragraph (1) or in sub-
section (a); or

(ii) the use of funds received, directly or indirectly,
from any Federal health care program (as defined in
section 1128B(f)).
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(3) MISDEMEANOR CONVICTION RELATING TO CONTROLLED
SUBSTANCE.—Any individual or entity that has been convicted,
under Federal or State law, of a criminal offense consisting of
a misdemeanor relating to the unlawful manufacture, distribu-
tion, prescription, or dispensing of a controlled substance.

(4) LICENSE REVOCATION OR SUSPENSION.—Any individual or
entity—

(A) whose license to provide health care has been re-
voked or suspended by any State licensing authority, or
who otherwise lost such a license or the right to apply for
or renew such a license, for reasons bearing on the individ-
ual’s or entity’s professional competence, professional per-
formance, or financial integrity, or

(B) who surrendered such a license while a formal dis-
ciplinary proceeding was pending before such an authority
and the proceeding concerned the individual’s or entity’s
professional competence, professional performance, or fi-
nancial integrity.

(5) EXCLUSION OR SUSPENSION UNDER FEDERAL OR STATE
HEALTH CARE PROGRAM.—Any individual or entity which has
been suspended or excluded from participation, or otherwise
sanctioned, under—

(A) any Federal program, including programs of the De-
partment of Defense or the Department of Veterans Af-
fairs, involving the provision of health care, or

(B) a State health care program,

for reasons bearing on the individual’s or entity’s professional
competence, professional performance, or financial integrity.

(6) CLAIMS FOR EXCESSIVE CHARGES OR UNNECESSARY SERV-
ICES AND FAILURE OF CERTAIN ORGANIZATIONS TO FURNISH
MEDICALLY NECESSARY SERVICES.—Any individual or entity
that the Secretary determines—

(A) has submitted or caused to be submitted bills or re-
quests for payment (where such bills or requests are based
on charges or cost) under title XVIII or a State health care
program containing charges (or, in applicable cases, re-
quests for payment of costs) for items or services furnished
substantially in excess of such individual’s or entity’s
usual charges (or, in applicable cases, substantially in ex-
cess of such individual’s or entity’s costs) for such items or
services, unless the Secretary finds there is good cause for
such bills or requests containing such charges or costs;

(B) has furnished or caused to be furnished items or
services to patients (whether or not eligible for benefits
under title XVIII or under a State health care program)
substantially in excess of the needs of such patients or of
a quality which fails to meet professionally recognized
standards of health care;

(C) is—

(i) a health maintenance organization (as defined in
section 1903(m)) providing items and services under a
State plan approved under title XIX, or

(i) an entity furnishing services under a waiver ap-
proved under section 1915(b)(1),
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and has failed substantially to provide medically necessary
items and services that are required (under law or the con-
tract with the State under title XIX) to be provided to indi-
viduals covered under that plan or waiver, if the failure
has adversely affected (or has a substantial likelihood of
adversely affecting) these individuals; or

(D) is an entity providing items and services as an eligi-
ble organization under a risk-sharing contract under sec-
tion 1876 and has failed substantially to provide medically
necessary items and services that are required (under law
or such contract) to be provided to individuals covered
under the risk-sharing contract, if the failure has ad-
versely affected (or has a substantial likelihood of ad-
versely affecting) these individuals.

(7) FRAUD, KICKBACKS, AND OTHER PROHIBITED ACTIVITIES.—
Any individual or entity that the Secretary determines has
committed an act which is described in section 1128A, 1128B,
or 1129.

(8) ENTITIES CONTROLLED BY A SANCTIONED INDIVIDUAL.—
Any entity with respect to which the Secretary determines that
a person—

(A)d) who has a direct or indirect ownership or control
interest of 5 percent or more in the entity or with an own-
ership or control interest (as defined in section 1124(a)(3))
in that entity,

(i1) who is an officer, director, agent, or managing em-
ployee (as defined in section 1126(b)) of that entity; or

(iii) who was described in clause (i) but is no longer so
described because of a transfer of ownership or control in-
terest, in anticipation of (or following) a conviction, assess-
ment, or exclusion described in subparagraph (B) against
the person, to an immediate family member (as defined in
subsection (j)(1)) or a member of the household of the per-
son (as defined in subsection (j)(2)) who continues to main-
tain an interest described in such clause—

is a person—

(B)(1) who has been convicted of any offense described in
subsection (a) or in paragraph (1), (2), or (3) of this sub-
section;

(i1) against whom a civil monetary penalty has been as-
sessed under section 1128A or 1129; or

(iii) who has been excluded from participation under a
program under title XVIII or under a State health care
program.

(9) FAILURE TO DISCLOSE REQUIRED INFORMATION.—Any enti-
ty that did not fully and accurately make any disclosure re-
quired by section 1124, section 1124A, or section 1126.

(10) FAILURE TO SUPPLY REQUESTED INFORMATION ON SUB-
CONTRACTORS AND SUPPLIERS.—Any disclosing entity (as de-
fined in section 1124(a)(2)) that fails to supply (within such pe-
riod as may be specified by the Secretary in regulations) upon
request specifically addressed to the entity by the Secretary or
by the State agency administering or supervising the adminis-
tration of a State health care program—
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(A) full and complete information as to the ownership of
a subcontractor (as defined by the Secretary in regula-
tions) with whom the entity has had, during the previous
12 months, business transactions in an aggregate amount
in excess of $25,000, or

(B) full and complete information as to any significant
business transactions (as defined by the Secretary in regu-
lations), occurring during the five-year period ending on
the date of such request, between the entity and any whol-
ly owned supplier or between the entity and any subcon-
tractor.

(11) FAILURE TO SUPPLY PAYMENT INFORMATION.—Any indi-
vidual or entity furnishing, ordering, referring for furnishing,
or certifying the need for items or services for which payment
may be made under title XVIII or a State health care program
that fails to provide such information as the Secretary or the
appropriate State agency finds necessary to determine whether
such payments are or were due and the amounts thereof, or
has refused to permit such examination of its records by or on
behalf of the Secretary or that agency as may be necessary to
verify such information.

(12) FAILURE TO GRANT IMMEDIATE ACCESS.—Any individual
or entity that fails to grant immediate access, upon reasonable
request (as defined by the Secretary in regulations) to any of
the following:

(A) To the Secretary, or to the agency used by the Sec-
retary, for the purpose specified in the first sentence of
section 1864(a) (relating to compliance with conditions of
participation or payment).

(B) To the Secretary or the State agency, to perform the
reviews and surveys required under State plans under
paragraphs (26), (31), and (33) of section 1902(a) and
under section 1903(g).

(C) To the Inspector General of the Department of
Health and Human Services, for the purpose of reviewing
records, documents, and other data necessary to the per-
forlflance of the statutory functions of the Inspector Gen-
eral.

(D) To a State medicaid fraud control unit (as defined in
section 1903(q)), for the purpose of conducting activities
described in that section.

(13) FAILURE TO TAKE CORRECTIVE ACTION.—Any hospital
that fails to comply substantially with a corrective action re-
quired under section 1886(f)(2)(B).

(14) DEFAULT ON HEALTH EDUCATION LOAN OR SCHOLARSHIP
OBLIGATIONS.—Any individual who the Secretary determines is
in default on repayments of scholarship obligations or loans in
connection with health professions education made or secured,
in whole or in part, by the Secretary and with respect to whom
the Secretary has taken all reasonable steps available to the
Secretary to secure repayment of such obligations or loans, ex-
cept that (A) the Secretary shall not exclude pursuant to this
paragraph a physician who is the sole community physician or
sole source of essential specialized services in a community if
a State requests that the physician not be excluded, and (B)
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the Secretary shall take into account, in determining whether
to exclude any other physician pursuant to this paragraph, ac-
cess of beneficiaries to physician services for which payment
may be made under title XVIII or XIX.

(15) INDIVIDUALS CONTROLLING A SANCTIONED ENTITY.—(A)
Any individual—

(i) who has a direct or indirect ownership or control in-
terest in a sanctioned entity and who knows or should
know (as defined in section 1128A(i)(6)) of the action con-
stituting the basis for the conviction or exclusion described
in subparagraph (B); or

(i1) who i1s an officer or managing employee (as defined
in section 1126(b)) of such an entity.

(B) For purposes of subparagraph (A), the term “sanctioned
entity” means an entity—

(i) that has been convicted of any offense described in
subsection (a) or in paragraph (1), (2), or (3) of this sub-
section; or

(i) that has been excluded from participation under a
program under title XVIII or under a State health care
program.

(16) MAKING FALSE STATEMENTS OR MISREPRESENTATION OF
MATERIAL FACTS.—Any individual or entity that knowingly
makes or causes to be made any false statement, omission, or
misrepresentation of a material fact in any application, agree-
ment, bid, or contract to participate or enroll as a provider of
services or supplier under a Federal health care program (as
defined in section 1128B(f)), including Medicare Advantage or-
ganizations under part C of title XVIII, prescription drug plan
sponsors under part D of title XVIII, medicaid managed care
organizations under title XIX, and entities that apply to par-
ticipate as providers of services or suppliers in such managed
care organizations and such plans.

(¢) NOTICE, EFFECTIVE DATE, AND PERIOD OF EXCLUSION.—(1) An
exclusion under this section or under section 1128A shall be effec-
tive at such time and upon such reasonable notice to the public and
to the individual or entity excluded as may be specified in regula-
tions consistent with paragraph (2).

(2)(A) Except as provided in subparagraph (B), such an exclusion
shall be effective with respect to services furnished to an individual
on or after the effective date of the exclusion.

(B) Unless the Secretary determines that the health and safety
of individuals receiving services warrants the exclusion taking ef-
fect earlier, an exclusion shall not apply to payments made under
title XVIII or under a State health care program for—

(i) inpatient institutional services furnished to an individual
who was admitted to such institution before the date of the ex-
clusion, or

(i1) home health services and hospice care furnished to an in-
dividual under a plan of care established before the date of the
exclusion,

until the passage of 30 days after the effective date of the exclu-
sion.

(3)(A) The Secretary shall specify, in the notice of exclusion
under paragraph (1) and the written notice under section 1128A,
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the minimum period (or, in the case of an exclusion of an indi-
vidual under subsection (b)(12) or in the case described in subpara-
graph (G), the period) of the exclusion.

(B) Subject to subparagraph (G), in the case of an exclusion
under subsection (a), the minimum period of exclusion shall be not
less than five years, except that, upon the request of the adminis-
trator of a Federal health care program (as defined in section
1128B(f)) who determines that the exclusion would impose a hard-
ship on beneficiaries (as defined in section 1128A(i)(5)) of that pro-
gram, the Secretary may, after consulting with the Inspector Gen-
eral of the Department of Health and Human Services, waive the
exclusion under subsection (a)(1), (a)(8), or (a)(4) with respect to
that program in the case of an individual or entity that is the sole
community physician or sole source of essential specialized services
in a community. The Secretary’s decision whether to waive the ex-
clusion shall not be reviewable.

(C) In the case of an exclusion of an individual under subsection
(b)(12), the period of the exclusion shall be equal to the sum of—

(i) the length of the period in which the individual failed to
grant the immediate access described in that subsection, and

(i1) an additional period, not to exceed 90 days, set by the
Secretary.

(D) Subject to subparagraph (G), in the case of an exclusion of
an individual or entity under paragraph (1), (2), or (3) of subsection
(b), the period of the exclusion shall be 3 years, unless the Sec-
retary determines in accordance with published regulations that a
shorter period is appropriate because of mitigating circumstances
or that a longer period is appropriate because of aggravating cir-
cumstances.

(E) In the case of an exclusion of an individual or entity under
subsection (b)(4) or (b)(5), the period of the exclusion shall not be
less than the period during which the individual’s or entity’s li-
cense to provide health care is revoked, suspended, or surrendered,
or the individual or the entity is excluded or suspended from a Fed-
eral or State health care program.

(F) In the case of an exclusion of an individual or entity under
subsection (b)(6)(B), the period of the exclusion shall be not less
than 1 year.

(G) In the case of an exclusion of an individual under subsection
(a) based on a conviction occurring on or after the date of the enact-
ment of this subparagraph, if the individual has (before, on, or
after such date) been convicted—

(i) on one previous occasion of one or more offenses for which
an exclusion may be effected under such subsection, the period
of the exclusion shall be not less than 10 years, or

(i1) on 2 or more previous occasions of one or more offenses
for which an exclusion may be effected under such subsection,
the period of the exclusion shall be permanent.

(d) NOTICE TO STATE AGENCIES AND EXCLUSION UNDER STATE
HeALTH CARE PROGRAMS.—(1) Subject to paragraph (3), the Sec-
retary shall exercise the authority under this section and section
1128A in a manner that results in an individual’s or entity’s exclu-
sion from all the programs under title XVIII and all the State
health care programs in which the individual or entity may other-
wise participate.
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(2) The Secretary shall promptly notify each appropriate State
agency administering or supervising the administration of each
State health care program (and, in the case of an exclusion effected
pursuant to subsection (a) and to which section 304(a)(5) of the
Controlled Substances Act may apply, the Attorney General)—

(A) of the fact and circumstances of each exclusion effected
against an individual or entity under this section or section
1128A, and

(B) of the period (described in paragraph (3)) for which the
State agency is directed to exclude the individual or entity
from participation in the State health care program.

(3)(A) Except as provided in subparagraph (B), the period of the
exclusion under a State health care program under paragraph (2)
shall be the same as any period of exclusion under title XVIII.

(B)i) The Secretary may waive an individual’s or entity’s exclu-
sion under a State health care program under paragraph (2) if the
Secretary receives and approves a request for the waiver with re-
spect to the individual or entity from the State agency admin-
istering or supervising the administration of the program.

(i1) A State health care program may provide for a period of ex-
clusion which is longer than the period of exclusion under title
XVIII.

(e) NOTICE TO STATE LICENSING AGENCIES.—The Secretary
shall—

(1) promptly notify the appropriate State or local agency or
authority having responsibility for the licensing or certification
of an individual or entity excluded (or directed to be excluded)
from participation under this section or section 1128A, of the
fact and circumstances of the exclusion,

(2) request that appropriate investigations be made and
sanctions invoked in accordance with applicable State law and
policy, and

(3) request that the State or local agency or authority keep
the Secretary and the Inspector General of the Department of
Health and Human Services fully and currently informed with
respect to any actions taken in response to the request.

(f) NOTICE, HEARING, AND JUDICIAL REVIEW.—(1) Subject to para-
graph (2), any individual or entity that is excluded (or directed to
be excluded) from participation under this section is entitled to rea-
sonable notice and opportunity for a hearing thereon by the Sec-
retary to the same extent as is provided in section 205(b), and to
judicial review of the Secretary’s final decision after such hearing
as is provided in section 205(g), except that, in so applying such
sections and section 205(1), any reference therein to the Commis-
sioner of Social Security or the Social Security Administration shall
be considered a reference to the Secretary or the Department of
Health and Human Services, respectively.

(2) Unless the Secretary determines that the health or safety of
individuals receiving services warrants the exclusion taking effect
earlier, any individual or entity that is the subject of an adverse
determination under subsection (b)(7) shall be entitled to a hearing
by an administrative law judge (as provided under section 205(b))
on the determination under subsection (b)(7) before any exclusion
based upon the determination takes effect.
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(3) The provisions of section 205(h) shall apply with respect to
this section and sections 1128A, 1129, and 1156 to the same extent
as it is applicable with respect to title II, except that, in so apply-
ing such section and section 205(1), any reference therein to the
Commissioner of Social Security shall be considered a reference to
the Secretary.

(4) The provisions of subsections (d) and (e) of section 205
shall apply with respect to this section to the same extent as
they are applicable with respect to title II. The Secretary may
delegate the authority granted by section 205(d) (as made ap-
plicable to this section) to the Inspector General of the Depart-
ment of Health and Human Services for purposes of any inves-
tigation under this section.

(g) APPLICATION FOR TERMINATION OF EXCLUSION.—(1) An indi-
vidual or entity excluded (or directed to be excluded) from partici-
pation under this section or section 1128A may apply to the Sec-
retary, in the manner specified by the Secretary in regulations and
at the end of the minimum period of exclusion provided under sub-
section (¢)(3) and at such other times as the Secretary may provide,
for termination of the exclusion effected under this section or sec-
tion 1128A.

(2) The Secretary may terminate the exclusion if the Secretary
determines, on the basis of the conduct of the applicant which oc-
curred after the date of the notice of exclusion or which was un-
known to the Secretary at the time of the exclusion, that—

(A) there is no basis under subsection (a) or (b) or section
1128A(a) for a continuation of the exclusion, and

(B) there are reasonable assurances that the types of actions
which formed the basis for the original exclusion have not re-
curred and will not recur.

(3) The Secretary shall promptly notify each appropriate State
agency administering or supervising the administration of each
State health care program (and, in the case of an exclusion effected
pursuant to subsection (a) and to which section 304(a)(5) of the
Controlled Substances Act may apply, the Attorney General) of the
fact and circumstances of each termination of exclusion made
under this subsection.

(h) DEFINITION OF STATE HEALTH CARE PROGRAM.—For purposes
of this section and sections 1128A and 1128B, the term “State
health care program” means—

(1) a State plan approved under title XIX,

(2) any program receiving funds under title V or from an al-
lotment to a State under such title,

(8) any program receiving funds under subtitle 1 of title XX
or from an allotment to a State under such subtitle, or

(4) a State child health plan approved under title XXI.

(i) CoNvICTED DEFINED.—For purposes of subsections (a) and (b),
an individual or entity is considered to have been “convicted” of a
criminal offense—

(1) when a judgment of conviction has been entered against
the individual or entity by a Federal, State, or local court, re-
gardless of whether there is an appeal pending or whether the
judgment of conviction or other record relating to criminal con-
duct has been expunged;
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(2) when there has been a finding of guilt against the indi-
vidual or entity by a Federal, State, or local court;

(3) when a plea of guilty or nolo contendere by the individual
or entity has been accepted by a Federal, State, or local court;
or

(4) when the individual or entity has entered into participa-
tion in a first offender, deferred adjudication, or other arrange-
}Iil(‘_igt or program where judgment of conviction has been with-

eld.
(G) DEFINITION OF IMMEDIATE FAMILY MEMBER AND MEMBER OF
HoUseEHOLD.—For purposes of subsection (b)(8)(A)(ii):
(1) The term “immediate family member” means, with re-
spect to a person—

(A) the husband or wife of the person;

(B) the natural or adoptive parent, child, or sibling of
the person;

(C) the stepparent, stepchild, stepbrother, or stepsister
of the person;

(D) the father-, mother-, daughter-, son-, brother-, or sis-
ter-in-law of the person;

(E) the grandparent or grandchild of the person; and

(F) the spouse of a grandparent or grandchild of the per-
son.

(2) The term “member of the household” means, with respect
to any person, any individual sharing a common abode as part
of a single family unit with the person, including domestic em-
ployees and others who live together as a family unit, but not
including a roomer or boarder.

CIVIL MONETARY PENALTIES

SEC. 1128A. (a) Any person (including an organization, agency,
or other entity, but excluding a beneficiary, as defined in sub-
section (i)(5)) that—

(1) knowingly presents or causes to be presented to an offi-
cer, employee, or agent of the United States, or of any depart-
ment or agency thereof, or of any State agency (as defined in
subsection (1)(1)), a claim (as defined in subsection (1)(2)) that
the Secretary determines—

(A) is for a medical or other item or service that the per-
son knows or should know was not provided as claimed, in-
cluding any person who engages in a pattern or practice of
presenting or causing to be presented a claim for an item
or service that is based on a code that the person knows
or should know will result in a greater payment to the per-
son than the code the person knows or should know is ap-
plicable to the item or service actually provided,

(B) is for a medical or other item or service and the per-
son knows or should know the claim is false or fraudulent,

(C) is presented for a physician’s service (or an item or
service incident to a physician’s service) by a person who
knows or should know that the individual who furnished
(or supervised the furnishing of) the service—

(i) was not licensed as a physician,
(i) was licensed as a physician, but such license had
been obtained through a misrepresentation of material
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fact (including cheating on an examination required
for licensing), or

(iii) represented to the patient at the time the serv-
ice was furnished that the physician was certified in
a medical specialty by a medical specialty board when
the individual was not so certified,

(D) 1s for a medical or other item or service furnished
during a period in which the person was excluded from the
program under which the claim was made pursuant to a
determination by the Secretary under this section or under
section 1128, 1156, 1160(b) (as in effect on September 2,
1982), 1862(d) (as in effect on the date of the enactment
of the Medicare and Medicaid Patient and Program Protec-
tion Act of 1987), or 1866(b) or as a result of the applica-
tion of the provisions of section 1842(j)(2), or

(E) is for a pattern of medical or other items or services
that a person knows or should know are not medically nec-
essary;

(2) knowingly presents or causes to be presented to any per-
son a request for payment which is in violation of the terms
of (A) an assignment under section 1842(b)(3)(B)(ii), or (B) an
agreement with a State agency (or other requirement of a
State plan under title XIX) not to charge a person for an item
or service in excess of the amount permitted to be charged, or
(C) an agreement to be a participating physician or supplier
under section 1842(h)(1), or (D) an agreement pursuant to sec-
tion 1866(a)(1)(G);

(3) knowingly gives or causes to be given to any person, with
respect to coverage under title XVIII of inpatient hospital serv-
ices subject to the provisions of section 1886, information that
he knows or should know is false or misleading, and that could
reasonably be expected to influence the decision when to dis-
charge such person or another individual from the hospital;

(4) in the case of a person who is not an organization, agen-
¢y, or other entity, is excluded from participating in a program
under title XVIII or a State health care program in accordance
with this subsection or under section 1128 and who, at the
time of a violation of this subsection—

(A) retains a direct or indirect ownership or control in-
terest in an entity that is participating in a program under
title XVIII or a State health care program, and who knows
or should know of the action constituting the basis for the
exclusion; or

(B) is an officer or managing employee (as defined in sec-
tion 1126(b)) of such an entity;

(5) offers to or transfers remuneration to any individual eligi-
ble for benefits under title XVIII of this Act, or under a State
health care program (as defined in section 1128(h)) that such
person knows or should know is likely to influence such indi-
vidual to order or receive from a particular provider, practi-
tioner, or supplier any item or service for which payment may
be made, in whole or in part, under title XVIII, or a State
health care program (as so defined);

(6) arranges or contracts (by employment or otherwise) with
an individual or entity that the person knows or should know
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is excluded from participation in a Federal health care pro-
gram (as defined in section 1128B(f)), for the provision of items
or services for which payment may be made under such a pro-
gram,;

(7) commits an act described in paragraph (1) or (2) of sec-
tion 1128B(b);

(8) knowingly makes, uses, or causes to be made or used, a
false record or statement material to a false or fraudulent
claim for payment for items and services furnished under a
Federal health care program; or

(9) fails to grant timely access, upon reasonable request (as
defined by the Secretary in regulations), to the Inspector Gen-
eral of the Department of Health and Human Services, for the
purpose of audits, investigations, evaluations, or other statu-
tory functions of the Inspector General of the Department of
Health and Human Services;

(8) orders or prescribes a medical or other item or service
during a period in which the person was excluded from a Fed-
eral health care program (as so defined), in the case where the
person knows or should know that a claim for such medical or
other item or service will be made under such a program,;

(9) knowingly makes or causes to be made any false state-
ment, omission, or misrepresentation of a material fact in any
application, bid, or contract to participate or enroll as a pro-
vider of services or a supplier under a Federal health care pro-
gram (as so defined), including Medicare Advantage organiza-
tions under part C of title XVIII, prescription drug plan spon-
sors under part D of title XVIII, medicaid managed care orga-
nizations under title XIX, and entities that apply to participate
as providers of services or suppliers in such managed care or-
ganizations and such plans;

(10) knows of an overpayment (as defined in paragraph (4)
of section 1128J(d)) and does not report and return the over-
payment in accordance with such section;

shall be subject, in addition to any other penalties that may be pre-
scribed by law, to a civil money penalty of not more than $10,000
for each item or service (or, in cases under paragraph (3), $15,000
for each individual with respect to whom false or misleading infor-
mation was given; in cases under paragraph (4), $10,000 for each
day the prohibited relationship occurs; in cases under paragraph
(7), $50,000 for each such act; or in cases under paragraph (9),
$50,000 for each false statement or misrepresentation of a material
fact). In addition, such a person shall be subject to an assessment
of not more than 3 times the amount claimed for each such item
or service in lieu of damages sustained by the United States or a
State agency because of such claim (or, in cases under paragraph
(7), damages of not more than 3 times the total amount of remu-
neration offered, paid, solicited, or received, without regard to
whether a portion of such remuneration was offered, paid, solicited,
or received for a lawful purpose; or in cases under paragraph (9),
an assessment of not more than 3 times the total amount claimed
for each item or service for which payment was made based upon
the application containing the false statement or misrepresentation
of a material fact). In addition the Secretary may make a deter-
mination in the same proceeding to exclude the person from par-
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ticipation in the Federal health care programs (as defined in sec-
tion 1128B(f)(1)) and to direct the appropriate State agency to ex-
clude the person from participation in any State health care pro-
gram.

(b)(1) If a hospital or a critical access hospital knowingly makes
a payment, directly or indirectly, to a physician as an inducement
to reduce or limit medically necessary services provided with re-
spect to individuals who—

(A) are entitled to benefits under part A or part B of title
XVIII or to medical assistance under a State plan approved
under title XIX, and

(B) are under the direct care of the physician,

the hospital or a critical access hospital shall be subject, in addition
to any other penalties that may be prescribed by law, to a civil
money penalty of not more than $2,000 for each such individual
with respect to whom the payment is made.

(2) Any physician who knowingly accepts receipt of a payment
described in paragraph (1) shall be subject, in addition to any other
penalties that may be prescribed by law, to a civil money penalty
of not more than $2,000 for each individual described in such para-
graph with respect to whom the payment is made.

(3)(A) Any physician who executes a document described in sub-
paragraph (B) with respect to an individual knowing that all of the
requirements referred to in such subparagraph are not met with
respect to the individual shall be subject to a civil monetary pen-
alty of not more than the greater of—

(i) $5,000, or

(i1) three times the amount of the payments under title XVIII
for home health services which are made pursuant to such cer-
tification.

(B) A document described in this subparagraph is any document
that certifies, for purposes of title XVIII, that an individual meets
the requirements of section 1814(a)(2)(C) or 1835(a)(2)(A) in the
case of home health services furnished to the individual.

(c)(1) The Secretary may initiate a proceeding to determine
whether to impose a civil money penalty, assessment, or exclusion
under subsection (a) or (b) only as authorized by the Attorney Gen-
eral pursuant to procedures agreed upon by them. The Secretary
may not initiate an action under this section with respect to any
claim, request for payment, or other occurrence described in this
section later than six years after the date the claim was presented,
the request for payment was made, or the occurrence took place.
The Secretary may initiate an action under this section by serving
notice of the action in any manner authorized by Rule 4 of the Fed-
eral Rules of Civil Procedure.

(2) The Secretary shall not make a determination adverse to any
person under subsection (a) or (b) until the person has been given
written notice and an opportunity for the determination to be made
on the record after a hearing at which the person is entitled to be
represented by counsel, to present witnesses, and to cross-examine
witnesses against the person.

(3) In a proceeding under subsection (a) or (b) which—

(A) is against a person who has been convicted (whether
upon a verdict after trial or upon a plea of guilty or nolo
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contendere) of a Federal crime charging fraud or false state-
ments, and

(B) involves the same transaction as in the criminal action,
the person is estopped from denying the essential elements of
the criminal offense.

(4) The official conducting a hearing under this section may sanc-
tion a person, including any party or attorney, for failing to comply
with an order or procedure, failing to defend an action, or other
misconduct as would interfere with the speedy, orderly, or fair con-
duct of the hearing. Such sanction shall reasonably relate to the se-
verity and nature of the failure or misconduct. Such sanction may
include—

(A) in the case of refusal to provide or permit discovery,
drawing negative factual inferences or treating such refusal as
an admission by deeming the matter, or certain facts, to be es-
tablished,

(B) prohibiting a party from introducing certain evidence or
otherwise supporting a particular claim or defense,

(C) striking pleadings, in whole or in part,

(D) staying the proceedings,

(E) dismissal of the action,

(F) entering a default judgment,

(G) ordering the party or attorney to pay attorneys’ fees and
other costs caused by the failure or misconduct, and

(H) refusing to consider any motion or other action which is
not filed in a timely manner.

(d) In determining the amount or scope of any penalty, assess-
ment, or exclusion imposed pursuant to subsection (a) or (b), the
Secretary shall take into account—

(1) the nature of claims and the circumstances under which
they were presented,

(2) the degree of culpability, history of prior offenses, and fi-
nancial condition of the person presenting the claims, and

(3) such other matters as justice may require.

(e) Any person adversely affected by a determination of the Sec-
retary under this section may obtain a review of such determina-
tion in the United States Court of Appeals for the circuit in which
the person resides, or in which the claim was presented, by filing
in such court (within sixty days following the date the person is no-
tified of the Secretary’s determination) a written petition request-
ing that the determination be modified or set aside. A copy of the
petition shall be forthwith transmitted by the clerk of the court to
the Secretary, and thereupon the Secretary shall file in the Court
the record in the proceeding as provided in section 2112 of title 28,
United States Code. Upon such filing, the court shall have jurisdic-
tion of the proceeding and of the question determined therein, and
shall have the power to make and enter upon the pleadings, testi-
mony, and proceedings set forth in such record a decree affirming,
modifying, remanding for further consideration, or setting aside, in
whole or in part, the determination of the Secretary and enforcing
the same to the extent that such order is affirmed or modified. No
objection that has not been urged before the Secretary shall be con-
sidered by the court, unless the failure or neglect to urge such ob-
jection shall be excused because of extraordinary circumstances.
The findings of the Secretary with respect to questions of fact, if
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supported by substantial evidence on the record considered as a
whole, shall be conclusive. If any party shall apply to the court for
leave to adduce additional evidence and shall show to the satisfac-
tion of the court that such additional evidence is material and that
there were reasonable grounds for the failure to adduce such evi-
dence in the hearing before the Secretary, the court may order such
additional evidence to be taken before the Secretary and to be
made a part of the record. The Secretary may modify his findings
as to the facts, or make new findings, by reason of additional evi-
dence so taken and filed, and he shall file with the court such
modified or new findings, which findings with respect to questions
of fact, if supported by substantial evidence on the record consid-
ered as a whole, shall be conclusive, and his recommendations, if
any, for the modification or setting aside of his original order. Upon
the filing of the record with it, the jurisdiction of the court shall
be exclusive and its judgment and decree shall be final, except that
the same shall be subject to review by the Supreme Court of the
United States, as provided in section 1254 of title 28, United States
Code.

(f) Civil money penalties and assessments imposed under this
section may be compromised by the Secretary and may be recov-
ered in a civil action in the name of the United States brought in
United States district court for the district where the claim was
presented, or where the claimant resides, as determined by the
Secretary. Amounts recovered under this section shall be paid to
the Secretary and disposed of as follows:

(1)(A) In the case of amounts recovered arising out of a claim
under title XIX, there shall be paid to the State agency an
amount bearing the same proportion to the total amount recov-
ered as the State’s share of the amount paid by the State agen-
cy for such claim bears to the total amount paid for such claim.

(B) In the case of amounts recovered arising out of a claim
under an allotment to a State under title V, there shall be paid
to the State agency an amount equal to three-sevenths of the
amount recovered.

(2) Such portion of the amounts recovered as is determined
to have been paid out of the trust funds under sections 1817
and 1841 shall be repaid to such trust funds.

(3) With respect to amounts recovered arising out of a claim
under a Federal health care program (as defined in section
1128B(f)), the portion of such amounts as is determined to
have been paid by the program shall be repaid to the program,
and the portion of such amounts attributable to the amounts
recovered under this section by reason of the amendments
made by the Health Insurance Portability and Accountability
Act of 1996 (as estimated by the Secretary) shall be deposited
into the Federal Hospital Insurance Trust Fund pursuant to
section 1817(k)(2)(C).

(4) The remainder of the amounts recovered shall be depos-
ited as miscellaneous receipts of the Treasury of the United
States.

The amount of such penalty or assessment, when finally deter-
mined, or the amount agreed upon in compromise, may be deducted
from any sum then or later owing by the United States or a State
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agency to the person against whom the penalty or assessment has
been assessed.

(g) A determination by the Secretary to impose a penalty, assess-
ment, or exclusion under subsection (a) or (b) shall be final upon
the expiration of the sixty-day period referred to in subsection (e).
Matters that were raised or that could have been raised in a hear-
ing before the Secretary or in an appeal pursuant to subsection (e)
may not be raised as a defense to a civil action by the United
States to collect a penalty, assessment, or exclusion assessed under
this section.

(h) Whenever the Secretary’s determination to impose a penalty,
assessment, or exclusion under subsection (a) or (b) becomes final,
he shall notify the appropriate State or local medical or profes-
sional organization, the appropriate State agency or agencies ad-
ministering or supervising the administration of State health care
programs (as defined in section 1128(h)), and the appropriate utili-
zation and quality control peer review organization, and the appro-
priate State or local licensing agency or organization (including the
agency specified in section 1864(a) and 1902(a)(33)) that such a
penalty, assessment, or exclusion has become final and the reasons
therefor.

(i) For the purposes of this section:

(1) The term “State agency” means the agency established or
designated to administer or supervise the administration of the
State plan under title XIX of this Act or designated to admin-
ister the State’s program under title V or subtitle 1 of title XX
of this Act.

(2) The term “claim” means an application for payments for
items and services under a Federal health care program (as de-
fined in section 1128B(f)).

(3) The term “item or service” includes (A) any particular
item, device, medical supply, or service claimed to have been
provided to a patient and listed in an itemized claim for pay-
ment, and (B) in the case of a claim based on costs, any entry
in the cost report, books of account or other documents sup-
porting such claim.

(4) The term “agency of the United States” includes any con-
tractor acting as a fiscal intermediary, carrier, or fiscal agent
or any other claims processing agent for a Federal health care
program (as so defined).

(5) The term “beneficiary” means an individual who is eligi-
ble to receive items or services for which payment may be
made under a Federal health care program (as so defined) but
does not include a provider, supplier, or practitioner.

(6) The term “remuneration” includes the waiver of coinsur-
ance and deductible amounts (or any part thereof), and trans-
fers of items or services for free or for other than fair market
value. The term “remuneration” does not include—

(A) the waiver of coinsurance and deductible amounts by
a person, if—
(i) the waiver is not offered as part of any advertise-
ment or solicitation;
(ii) the person does not routinely waive coinsurance
or deductible amounts; and
(iii) the person—
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(I) waives the coinsurance and deductible
amounts after determining in good faith that the
individual is in financial need; or

(II) fails to collect coinsurance or deductible
amounts after making reasonable collection ef-
forts;

(B) subject to subsection (n), any permissible practice de-
scribed in any subparagraph of section 1128B(b)(3) or in
regulations issued by the Secretary;

(C) differentials in coinsurance and deductible amounts
as part of a benefit plan design as long as the differentials
have been disclosed in writing to all beneficiaries, third
party payers, and providers, to whom claims are presented
and as long as the differentials meet the standards as de-
fined in regulations promulgated by the Secretary not later
than 180 days after the date of the enactment of the
Health Insurance Portability and Accountability Act of
1996;

(D) incentives given to individuals to promote the deliv-
ery of preventive care as determined by the Secretary in
regulations so promulgated;

(E) a reduction in the copayment amount for covered
OPD services under section 1833(t)(5)(B);

(F) any other remuneration which promotes access to
care and poses a low risk of harm to patients and Federal
health care programs (as defined in section 1128B(f) and
designated by the Secretary under regulations);

(G) the offer or transfer of items or services for free or
less than fair market value by a person, if—

(i) the items or services consist of coupons, rebates,
or other rewards from a retailer;

(i1) the items or services are offered or transferred
on equal terms available to the general public, regard-
less of health insurance status; and

(111) the offer or transfer of the items or services is
not tied to the provision of other items or services re-
imbursed in whole or in part by the program under
title XVIII or a State health care program (as defined
in section 1128(h));

(H) the offer or transfer of items or services for free or
less than fair market value by a person, if—

(i) the items or services are not offered as part of
any advertisement or solicitation;

(i1) the items or services are not tied to the provision
of other services reimbursed in whole or in part by the
program under title XVIII or a State health care pro-
gram (as so defined);

(iii) there is a reasonable connection between the
items or services and the medical care of the indi-
vidual; and

(iv) the person provides the items or services after
determining in good faith that the individual is in fi-
nancial need; or

(I) effective on a date specified by the Secretary (but not
earlier than January 1, 2011), the waiver by a PDP spon-
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sor of a prescription drug plan under part D of title XVIII
or an MA organization offering an MA-PD plan under part
C of such title of any copayment for the first fill of a cov-
ered part D drug (as defined in section 1860D—2(e)) that
is a generic drug for individuals enrolled in the prescrip-
tion drug plan or MA-PD plan, respectively.

(7) The term “should know” means that a person, with re-
spect to information—

(A) acts in deliberate ignorance of the truth or falsity of
the information; or
(B) acts in reckless disregard of the truth or falsity of
the information,
and no proof of specific intent to defraud is required.

(G)(1) The provisions of subsections (d) and (e) of section 205 shall
apply with respect to this section to the same extent as they are
applicable with respect to title II. The Secretary may delegate the
authority granted by section 205(d) (as made applicable to this sec-
tion) to the Inspector General of the Department of Health and
Human Services for purposes of any investigation under this sec-
tion.

(2) The Secretary may delegate authority granted under this sec-
tion and under section 1128 to the Inspector General of the Depart-
ment of Health and Human Services.

(k) Whenever the Secretary has reason to believe that any person
has engaged, is engaging, or is about to engage in any activity
which makes the person subject to a civil monetary penalty under
this section, the Secretary may bring an action in an appropriate
district court of the United States (or, if applicable, a United States
court of any territory) to enjoin such activity, or to enjoin the per-
son from concealing, removing, encumbering, or disposing of assets
which may be required in order to pay a civil monetary penalty if
any such penalty were to be imposed or to seek other appropriate
relief.

(I) A principal is liable for penalties, assessments, and an exclu-
sion under this section for the actions of the principal’s agent act-
ing within the scope of the agency.

(m)(1) For purposes of this section, with respect to a Federal
health care program not contained in this Act, references to the
Secretary in this section shall be deemed to be references to the
Secretary or Administrator of the department or agency with juris-
diction over such program and references to the Inspector General
of the Department of Health and Human Services in this section
shall be deemed to be references to the Inspector General of the ap-
plicable department or agency.

(2)(A) The Secretary and Administrator of the departments and
agencies referred to in paragraph (1) may include in any action
pursuant to this section, claims within the jurisdiction of other
Federal departments or agencies as long as the following conditions
are satisfied:

(i) The case involves primarily claims submitted to the Fed-
eral health care programs of the department or agency initi-
ating the action.

(ii) The Secretary or Administrator of the department or
agency initiating the action gives notice and an opportunity to
participate in the investigation to the Inspector General of the
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department or agency with primary jurisdiction over the Fed-
eral health care programs to which the claims were submitted.

(B) If the conditions specified in subparagraph (A) are fulfilled,
the Inspector General of the department or agency initiating the
action is authorized to exercise all powers granted under the In-
spector General Act of 1978 (5 U.S.C. App.) with respect to the
claims submitted to the other departments or agencies to the same
manner and extent as provided in that Act with respect to claims
submitted to such departments or agencies.

(n)(1) Subparagraph (B) of subsection (i)(6) shall not apply to a
practice described in paragraph (2) unless—

(A) the Secretary, through the Inspector General of the De-
partment of Health and Human Services, promulgates a rule
authorizing such a practice as an exception to remuneration;
and

(B) the remuneration is offered or transferred by a person
under such rule during the 2-year period beginning on the date
the rule is first promulgated.

(2) A practice described in this paragraph is a practice under
which a health care provider or facility pays, in whole or in part,
premiums for medicare supplemental policies for individuals enti-
tled to benefits under part A of title XVIII pursuant to section
226A.

* k *k & * k *k

PERIOD WITHIN WHICH CERTAIN CLAIMS MUST BE FILED

SEc. 1132. (a) Notwithstanding any other provision of this Act
(but subject to subsection (b)), any claim by a State for payment
with respect to an expenditure made during any calendar quarter
by the State—

(1) in carrying out a State plan approved under title I, IV,
X, XIV, XVI, XIX, or XX of this Act, or
(2) under any other provision of this Act which provides (on
an entitlement basis) for Federal financial participation in ex-
penditures made under State plans or programs,
shall be filed (in such form and manner as the Secretary shall by
regulations prescribe) within the two-year period which begins on
the first day of the calendar quarter immediately following such
calendar quarter; and payment shall not be made under this Act
on account of any such expenditure if claim therefor is not made
within such two-year period; except that this subsection shall not
be applied so as to deny payment with respect to any expenditure
involving court-ordered retroactive payments or audit exceptions,
or adjustments to prior year costs.

(b) The Secretary shall waive the requirement imposed under
subsection (a) with respect to the filing of any claim if he deter-
mines (in accordance with regulations) that there was good cause
for the failure by the State to file such claim within the period pre-
scribed under subsection (a). Any such waiver shall be only for
such additional period of time as may be necessary to provide the
State with a reasonable opportunity to file such claim. A failure to
file a claim within such time period which is attributable to neglect
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or administrative inadequacies shall be deemed not to be for good
cause.

* * & * * * &

TITLE XIX—GRANTS TO STATES FOR MEDICAL ASSISTANCE
PROGRAMS

* * *k & * * *k

STATE PLANS FOR MEDICAL ASSISTANCE

SEC. 1902. (a) A State plan for medical assistance must—

(1) provide that it shall be in effect in all political subdivi-
sions of the State, and, if administered by them, be mandatory
upon them;

(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the ex-
penditures under the plan with respect to which payments
under section 1903 are authorized by this title; and, effective
July 1, 1969, provide for financial participation by the State
equal to all of such non-Federal share or provide for distribu-
tion of funds from Federal or State sources, for carrying out
the State plan, on an equalization or other basis which will as-
sure that the lack of adequate funds from local sources will not
result in lowering the amount, duration, scope, or quality of
care and services available under the plan;

(3) provide for granting an opportunity for a fair hearing be-
fore the State agency to any individual whose claim for medical
assistance under the plan is denied or is not acted upon with
reasonable promptness;

(4) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary
shall exercise no authority with respect to the selection, tenure
of office, and compensation of any individual employed in ac-
cordance with such methods, and including provision for utili-
zation of professional medical personnel in the administration
and, where administered locally, supervision of administration
of the plan) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, (B) for the train-
ing and effective use of paid subprofessional staff, with par-
ticular emphasis on the full-time or part-time employment of
recipients and other persons of low income, as community serv-
ice aides, in the administration of the plan and for the use of
nonpaid or partially paid volunteers in a social service volun-
teer program in providing services to applicants and recipients
and in assisting any advisory committees established by the
State agency, (C) that each State or local officer, employee, or
independent contractor who is responsible for the expenditure
of substantial amounts of funds under the State plan, each in-
dividual who formerly was such an officer, employee, or con-
tractor, and each partner of such an officer, employee, or con-
tractor shall be prohibited from committing any act, in relation
to any activity under the plan, the commission of which, in
connection with any activity concerning the United States Gov-
ernment, by an officer or employee of the United States Gov-
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ernment, an individual who was such an officer or employee,
or a partner of such an officer or employee is prohibited by sec-
tion 207 or 208 of title 18, United States Code, and (D) that
each State or local officer, employee, or independent contractor
who is responsible for selecting, awarding, or otherwise obtain-
ing items and services under the State plan shall be subject to
safeguards against conflicts of interest that are at least as
stringent as the safeguards that apply under section 27 of the
Office of Federal Procurement Policy Act (41 U.S.C. 423) to
Rersons described in subsection (a)(2) of such section of that
ct;

(5) either provide for the establishment or designation of a
single State agency to administer or to supervise the adminis-
tration of the plan; or provide for the establishment or designa-
tion of a single State agency to administer or to supervise the
administration of the plan, except that the determination of
eligibility for medical assistance under the plan shall be made
by the State or local agency administering the State plan ap-
proved under title I or XVI (insofar as it relates to the aged)
if the State is eligible to participate in the State plan program
established under title XVI, or by the agency or agencies ad-
ministering the supplemental security income program estab-
lished under title XVI or the State plan approved under part
A of title IV if the State is not eligible to participate in the
State plan program established under title XVI;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary
may from time to time require, and comply with such provi-
sions as the Secretary may from time to time find necessary
to assure the correctness and verification of such reports;

(7) provide—

(A) safeguards which restrict the use or disclosure of in-
formation concerning applicants and recipients to purposes
directly connected with—

(i) the administration of the plan; and

(i) the exchange of information necessary to certify
or verify the certification of eligibility of children for
free or reduced price breakfasts under the Child Nu-
trition Act of 1966 and free or reduced price lunches
under the Richard B. Russell National School Lunch
Act, in accordance with section 9(b) of that Act, using
data standards and formats established by the State
agency; and

(B) that, notwithstanding the Express Lane option under
subsection (e)(13), the State may enter into an agreement
with the State agency administering the school lunch pro-
gram established under the Richard B. Russell National
School Lunch Act under which the State shall establish
procedures to ensure that—

(i) a child receiving medical assistance under the
State plan under this title whose family income does
not exceed 133 percent of the poverty line (as defined
in section 673(2) of the Community Services Block
Grant Act, including any revision required by such
section), as determined without regard to any expense,
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block, or other income disregard, applicable to a family
of the size involved, may be certified as eligible for
free lunches under the Richard B. Russell National
School Lunch Act and free breakfasts under the Child
Nutrition Act of 1966 without further application; and

(i) the State agencies responsible for administering
the State plan under this title, and for carrying out
the school lunch program established under the Rich-
ard B. Russell National School Lunch Act (42 U.S.C.
1751 et seq.) or the school breakfast program estab-
lished by section 4 of the Child Nutrition Act of 1966
(42 U.S.C. 1773), cooperate in carrying out paragraphs
(3)(F) and (15) of section 9(b) of that Act;

(8) provide that all individuals wishing to make application
for medical assistance under the plan shall have opportunity to
do so, and that such assistance shall be furnished with reason-
able promptness to all eligible individuals;

(9) provide—

(A) that the State health agency, or other appropriate
State medical agency (whichever is utilized by the Sec-
retary for the purpose specified in the first sentence of sec-
tion 1864(a)), shall be responsible for establishing and
maintaining health standards for private or public institu-
tions in which recipients of medical assistance under the
plan may receive care or services,

(B) for the establishment or designation of a State au-
thority or authorities which shall be responsible for estab-
lishing and maintaining standards, other than those relat-
ing to health, for such institutions,

(C) that any laboratory services paid for under such plan
must be provided by a laboratory which meets the applica-
ble requirements of section 1861(e)(9) or paragraphs (16)
and (17) of section 1861(s), or, in the case of a laboratory
Whéch is in a rural health clinic, of section 1861(aa)(2)(G),
an

(D) that the State maintain a consumer-oriented website
providing useful information to consumers regarding all
skilled nursing facilities and all nursing facilities in the
State, including for each facility, Form 2567 State inspec-
tion reports (or a successor form), complaint investigation
reports, the facility’s plan of correction, and such other in-
formation that the State or the Secretary considers useful
in assisting the public to assess the quality of long term
care options and the quality of care provided by individual
facilities;

(10) provide—

(A) for making medical assistance available, including at
least the care and services listed in paragraphs (1) through
(5), (17), (21), and (28) of section 1905(a), to—

(1) all individuals—

(I) who are receiving aid or assistance under
any plan of the State approved under title I, X,
XIV, or XVI, or part A or part E of title IV (includ-
ing individuals eligible under this title by reason
of section 402(a)(37), 406(h), or 473(b), or consid-
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ered by the State to be receiving such aid as au-
thorized under section 482(e)(6)),

(IT)(aa) with respect to whom supplemental se-
curity income benefits are being paid under title
XVI (or were being paid as of the date of the en-
actment of section 211(a) of the Personal Respon-
sibility and Work Opportunity Reconciliation Act
of 1996 (P.L. 104-193) and would continue to be
paid but for the enactment of that section), (bb)
who are qualified severely impaired individuals
(as defined in section 1905(q)), or (cc) who are
under 21 years of age and with respect to whom
supplemental security income benefits would be
paid under title XVI if subparagraphs (A) and (B)
of section 1611(c)(7) were applied without regard
to the phrase “the first day of the month fol-
lowing”,

(ITT) who are qualified pregnant women or chil-
dren as defined in section 1905(n),

(IV) who are described in subparagraph (A) or
(B) of subsection (1)(1) and whose family income
does not exceed the minimum income level the
State is required to establish under subsection
M(2)(A) for such a family;

(V) who are qualified family members as defined
in section 1905(m)(1),

(VI) who are described in subparagraph (C) of
subsection (1)(1) and whose family income does not
exceed the income level the State is required to
elstablish under subsection (1)(2)(B) for such a fam-
ily,

(VII) who are described in subparagraph (D) of
subsection (1)(1) and whose family income does not
exceed the income level the State is required to
establish under subsection (1)(2)(C) for such a fam-

ily;

(VIII) beginning dJanuary 1, 2014, who are
under 65 years of age, not pregnant, not entitled
to, or enrolled for, benefits under part A of title
XVIII, or enrolled for benefits under part B of title
XVIII, and are not described in a previous sub-
clause of this clause, and whose income (as deter-
mined under subsection (e)(14)) does not exceed
133 percent of the poverty line (as defined in sec-
tion 2110(c)(5)) applicable to a family of the size
involved, subject to subsection (k); or

(IX) who—

(aa) are under 26 years of age;

(bb) are not described in or enrolled under
any of subclauses (I) through (VII) of this
clause or are described in any of such sub-
clauses but have income that exceeds the
level of income applicable under the State
plan for eligibility to enroll for medical assist-
ance under such subclause;



73

(cc) were in foster care under the responsi-
bility of the State on the date of attaining 18
years of age or such higher age as the State
has elected under section 475(8)(B)(iii); and

(dd) were enrolled in the State plan under
this title or under a waiver of the plan while
in such foster care;

(i1) at the option of the State, to any group or groups
of individuals described in section 1905(a) (or, in the
case of individuals described in section 1905(a)(i), to
any reasonable categories of such individuals) who are
not individuals described in clause (i) of this subpara-
graph but—

(I) who meet the income and resources require-
ments of the appropriate State plan described in
clause (i) or the supplemental security income pro-
gram (as the case may be),

(IT) who would meet the income and resources
requirements of the appropriate State plan de-
scribed in clause (i) if their work-related child care
costs were paid from their earnings rather than by
a State agency as a service expenditure,

(IIT) who would be eligible to receive aid under
the appropriate State plan described in clause (i)
if coverage under such plan was as broad as al-
lowed under Federal law,

(IV) with respect to whom there is being paid,
or who are eligible, or would be eligible if they
were not in a medical institution, to have paid
with respect to them, aid or assistance under the
appropriate State plan described in clause (i), sup-
plemental security income benefits under title
XVI, or a State supplementary payment;

(V) who are in a medical institution for a period
of not less than 30 consecutive days (with eligi-
bility by reason of this subclause beginning on the
first day of such period), who meet the resource
requirements of the appropriate State plan de-
scribed in clause (i) or the supplemental security
income program, and whose income does not ex-
ceed a separate income standard established by
the State which is consistent with the limit estab-
lished under section 1903(f)(4)(C),

(VI) who would be eligible under the State plan
under this title if they were in a medical institu-
tion, with respect to whom there has been a deter-
mination that but for the provision of home or
community-based services described in subsection
(c), (d), or (e) of section 1915 they would require
the level of care provided in a hospital, nursing fa-
cility or intermediate care facility for the mentally
retarded the cost of which could be reimbursed
under the State plan, and who will receive home
or community-based services pursuant to a waiver
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granted by the Secretary under subsection (c), (d),
or (e) of section 1915,

(VII) who would be eligible under the State plan
under this title if they were in a medical institu-
tion, who are terminally ill, and who will receive
hospice care pursuant to a voluntary election de-
scribed in section 1905(0);

(VIII) who is a child described in section
1905(a)(i)—

(aa) for whom there is in effect an adoption
assistance agreement (other than an agree-
ment under part E of title IV) between the
State and an adoptive parent or parents,

(bb) who the State agency responsible for
adoption assistance has determined cannot be
placed with adoptive parents without medical
assistance because such child has special
needs for medical or rehabilitative care, and

(cc) who was eligible for medical assistance
under the State plan prior to the adoption as-
sistance agreement being entered into, or who
would have been eligible for medical assist-
ance at such time if the eligibility standards
and methodologies of the State’s foster care
program under part E of title IV were applied
rather than the eligibility standards and
methodologies of the State’s aid to families
with dependent children program under part
A of title IV,

(IX) who are described in subsection (1)(1) and
are not described in clause (i)(IV), clause (i)(VI), or
clause (1)(VID);

(X) who are described in subsection (m)(1);

(XI) who receive only an optional State supple-
mentary payment based on need and paid on a
regular basis, equal to the difference between the
individual’s countable income and the income
standard used to determine eligibility for such
supplementary payment (with countable income
being the income remaining after deductions as
established by the State pursuant to standards
that may be more restrictive than the standards
for supplementary security income benefits under
title XVI), which are available to all individuals in
the State (but which may be based on different in-
come standards by political subdivision according
to cost of living differences), and which are paid
by a State that does not have an agreement with
the Commissioner of Social Security under section
1616 or 1634;

(XII) who are described in subsection (z)(1) (re-
lating to certain TB-infected individuals);

(XIII) who are in families whose income is less
than 250 percent of the income official poverty
line (as defined by the Office of Management and
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Budget, and revised annually in accordance with
section 673(2) of the Omnibus Budget Reconcili-
ation Act of 1981) applicable to a family of the size
involved, and who but for earnings in excess of the
limit established wunder section 1905(q)(2)(B),
would be considered to be receiving supplemental
security income (subject, notwithstanding section
1916, to payment of premiums or other cost-shar-
ing charges (set on a sliding scale based on in-
come) that the State may determine);

(XIV) who are optional targeted low-income chil-
dren described in section 1905(u)(2)(B);

(XV) who, but for earnings in excess of the limit
established under section 1905(q)(2)(B), would be
considered to be receiving supplemental security
income, who is at least 16, but less than 65, years
of age, and whose assets, resources, and earned or
unearned income (or both) do not exceed such lim-
itations (if any) as the State may establish;

(XVI) who are employed individuals with a
medically improved disability described in section
1905(v)(1) and whose assets, resources, and
earned or unearned income (or both) do not exceed
such limitations (if any) as the State may estab-
lish, but only if the State provides medical assist-
ance to individuals described in subclause (XV);

(XVII) who are independent foster care adoles-
cents (as defined in section 1905(w)(1)), or who are
within any reasonable categories of such adoles-
cents specified by the State;

(XVIII) who are described in subsection (aa) (re-
lating to certain breast or cervical cancer pa-
tients);

(XIX) who are disabled children described in
subsection (ce)(1);

(XX) beginning January 1, 2014, who are under
65 years of age and are not described in or en-
rolled under a previous subclause of this clause,
and whose income (as determined under sub-
section (e)(14)) exceeds 133 percent of the poverty
line (as defined in section 2110(c)(5)) applicable to
a family of the size involved but does not exceed
the highest income eligibility level established
under the State plan or under a waiver of the
plan, subject to subsection (hh);

(XXI) who are described in subsection (ii) (relat-
ing to individuals who meet certain income stand-
ards); or

(XXII) who are eligible for home and commu-
nity-based services under needs-based criteria es-
tablished under paragraph (1)(A) of section
1915@), or who are eligible for home and commu-
nity-based services under paragraph (6) of such
section, and who will receive home and commu-
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nity-based services pursuant to a State plan
amendment under such subsection;

(B) that the medical assistance made available to any in-
dividual described in subparagraph (A)—

(i) shall not be less in amount, duration, or scope
than the medical assistance made available to any
other such individual, and

(i) shall not be less in amount, duration, or scope
than the medical assistance made available to individ-
uals not described in subparagraph (A);

(C) that if medical assistance is included for any group
of individuals described in section 1905(a) who are not de-
scribed in subparagraph (A) or (E), then—

(i) the plan must include a description of (I) the cri-
teria for determining eligibility of individuals in the
group for such medical assistance, (II) the amount, du-
ration, and scope of medical assistance made available
to individuals in the group, and (III) the single stand-
ard to be employed in determining income and re-
source eligibility for all such groups, and the method-
ology to be employed in determining such eligibility,
which shall be no more restrictive than the method-
ology which would be employed under the supple-
mental security income program in the case of groups
consisting of aged, blind, or disabled individuals in a
State in which such program is in effect, and which
shall be no more restrictive than the methodology
which would be employed under the appropriate State
plan (described in subparagraph (A)(i)) to which such
group is most closely categorically related in the case
of other groups;

(i1) the plan must make available medical assist-
ance—

(I) to individuals under the age of 18 who (but
for income and resources) would be eligible for
medical assistance as an individual described in
subparagraph (A)(i), and

(I) to pregnant women, during the course of
their pregnancy, who (but for income and re-
sources) would be eligible for medical assistance
as an individual described in subparagraph (A);

(1i1) such medical assistance must include (I) with
respect to children under 18 and individuals entitled
to institutional services, ambulatory services, and (II)
with respect to pregnant women, prenatal care and de-
livery services; and

(iv) if such medical assistance includes services in
institutions for mental diseases or in an intermediate
care facility for the mentally retarded (or both) for any
such group, it also must include for all groups covered
at least the care and services listed in paragraphs (1)
through (5) and (17) of section 1905(a) or the care and
services listed in any 7 of the paragraphs numbered
(1) through (24) of such section;
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(D) for the inclusion of home health services for any in-
dividual who, under the State plan, is entitled to nursing
facility services;

(E)1) for making medical assistance available for medi-
care cost-sharing (as defined in section 1905(p)(3)) for
qualified medicare beneficiaries described in section
1905(p)(1);

(i) for making medical assistance available for payment
of medicare cost-sharing described in  section
1905(p)(3)(A)i) for qualified disabled and working individ-
uals described in section 1905(s);

(iii) for making medical assistance available for medicare
cost sharing described in section 1905(p)(3)(A)(ii) subject to
section 1905(p)(4), for individuals who would be qualified
medicare beneficiaries described in section 1905(p)(1) but
for the fact that their income exceeds the income level es-
tablished by the State under section 1905(p)(2) but is less
than 110 percent in 1993 and 1994, and 120 percent in
1995 and years thereafter of the official poverty line (re-
ferred to in such section) for a family of the size involved;
and

(iv) subject to sections 1933 and 1905(p)(4), for making
medical assistance available for medicare cost-sharing de-
scribed in section 1905(p)(3)(A)(ii) for individuals who
would be qualified medicare beneficiaries described in sec-
tion 1905(p)(1) but for the fact that their income exceeds
the income level established by the State under section
1905(p)(2) and is at least 120 percent, but less than 135
percent, of the official poverty line (referred to in such sec-
tion) for a family of the size involved and who are not oth-
erwise eligible for medical assistance under the State plan;

(F) at the option of a State, for making medical assist-
ance available for COBRA premiums (as defined in sub-
section (u)(2)) for qualified COBRA continuation bene-
ficiaries described in section 1902(u)(1); and

(G) that, in applying eligibility criteria of the supple-
mental security income program under title XVI for pur-
poses of determining eligibility for medical assistance
under the State plan of an individual who is not receiving
supplemental security income, the State will disregard the
provisions of subsections (c) and (e) of section 1613;

except that (I) the making available of the services described
in paragraph (4), (14), or (16) of section 1905(a) to individuals
meeting the age requirements prescribed therein shall not, by
reason of this paragraph (10), require the making available of
any such services, or the making available of such services of
the same amount, duration, and scope, to individuals of any
other ages, (II) the making available of supplementary medical
insurance benefits under part B of title XVIII to individuals el-
igible therefor (either pursuant to an agreement entered into
under section 1843 or by reason of the payment of premiums
under such title by the State agency on behalf of such individ-
uals), or provision for meeting part or all of the cost of
deductibles, cost sharing, or similar charges under part B of
title XVIII for individuals eligible for benefits under such part,
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shall not, by reason of this paragraph (10), require the making
available of any such benefits, or the making available of serv-
ices of the same amount, duration, and scope, to any other in-
dividuals, (III) the making available of medical assistance
equal in amount, duration, and scope to the medical assistance
made available to individuals described in clause (A) to any
classification of individuals approved by the Secretary with re-
spect to whom there is being paid, or who are eligible, or would
be eligible if they were not in a medical institution, to have
paid with respect to them, a State supplementary payment
shall not, by reason of this paragraph (10), require the making
available of any such assistance, or the making available of
such assistance of the same amount, duration, and scope, to
any other individuals not described in clause (A), (IV) the im-
position of a deductible, cost sharing, or similar charge for any
item or service furnished to an individual not eligible for the
exemption under section 1916(a)(2) or (b)(2) shall not require
the imposition of a deductible, cost sharing, or similar charge
for the same item or service furnished to an individual who is
eligible for such exemption, (V) the making available to preg-
nant women covered under the plan of services relating to
pregnancy (including prenatal, delivery, and postpartum serv-
ices) or to any other condition which may complicate pregnancy
shall not, by reason of this paragraph (10), require the making
available of such services, or the making available of such serv-
ices of the same amount, duration, and scope, to any other in-
dividuals, provided such services are made available (in the
same amount, duration, and scope) to all pregnant women cov-
ered under the State plan, (VI) with respect to the making
available of medical assistance for hospice care to terminally ill
individuals who have made a voluntary election described in
section 1905(0) to receive hospice care instead of medical as-
sistance for certain other services, such assistance may not be
made available in an amount, duration, or scope less than that
provided under title XVIII, and the making available of such
assistance shall not, by reason of this paragraph (10), require
the making available of medical assistance for hospice care to
other individuals or the making available of medical assistance
for services waived by such terminally ill individuals, (VII) the
medical assistance made available to an individual described in
subsection (1)(1)(A) who is eligible for medical assistance only
because of subparagraph (A)(i)(IV) or (A)(ii)(IX) shall be limited
to medical assistance for services related to pregnancy (includ-
ing prenatal, delivery, postpartum, and family planning serv-
ices) and to other conditions which may complicate pregnancy,
(VIII) the medical assistance made available to a qualified
medicare beneficiary described in section 1905(p)(1) who is
only entitled to medical assistance because the individual is
such a beneficiary shall be limited to medical assistance for
medicare cost-sharing (described in section 1905(p)(3)), subject
to the provisions of subsection (n) and section 1916(b), (IX) the
making available of respiratory care services in accordance
with subsection (e)(9) shall not, by reason of this paragraph
(10), require the making available of such services, or the mak-
ing available of such services of the same amount, duration,
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and scope, to any individuals not included under subsection
(e)(9)(A), provided such services are made available (in the
same amount, duration, and scope) to all individuals described
in such subsection, (X) if the plan provides for any fixed
durational limit on medical assistance for inpatient hospital
services (whether or not such a limit varies by medical condi-
tion or diagnosis), the plan must establish exceptions to such
a limit for medically necessary inpatient hospital services fur-
nished with respect to individuals under one year of age in a
hospital defined under the State plan, pursuant to section
1923(a)(1)(A), as a disproportionate share hospital and sub-
paragraph (B) (relating to comparability) shall not be con-
strued as requiring such an exception for other individuals,
services, or hospitals, (XI) the making available of medical as-
sistance to cover the costs of premiums, deductibles, coinsur-
ance, and other cost-sharing obligations for certain individuals
for private health coverage as described in section 1906 shall
not, by reason of paragraph (10), require the making available
of any such benefits or the making available of services of the
same amount, duration, and scope of such private coverage to
any other individuals, (XII) the medical assistance made avail-
able to an individual described in subsection (u)(1) who is eligi-
ble for medical assistance only because of subparagraph (F)
shall be limited to medical assistance for COBRA continuation
premiums (as defined in subsection (u)(2)), (XIII) the medical
assistance made available to an individual described in sub-
section (z)(1) who is eligible for medical assistance only because
of subparagraph (A)(ii)(XII) shall be limited to medical assist-
ance for TB-related services (described in subsection (z)(2)),
(XIV) the medical assistance made available to an individual
described in subsection (aa) who is eligible for medical assist-
ance only because of subparagraph (A)(10){i)(XVIII) shall be
limited to medical assistance provided during the period in
which such an individual requires treatment for breast or cer-
vical cancer (XV) the medical assistance made available to an
individual described in subparagraph (A)(i)(VIII) shall be lim-
ited to medical assistance described in subsection (k)(1), (XVI)
the medical assistance made available to an individual de-
scribed in subsection (ii) shall be limited to family planning
services and supplies described in section 1905(a)(4)(C) includ-
ing medical diagnosis and treatment services that are provided
pursuant to a family planning service in a family planning set-
ting and (XVII) if an individual is described in subclause (IX)
of subparagraph (A)(i) and is also described in subclause (VIII)
of that subparagraph, the medical assistance shall be made
available to the individual through subclause (IX) instead of
through subclause (VIII);

(11)(A) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational re-
habilitation services in the State looking toward maximum uti-
lization of such services in the provision of medical assistance
under the plan, (B) provide, to the extent prescribed by the
Secretary, for entering into agreements, with any agency, insti-
tution, or organization receiving payments under (or through
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an allotment under) title V, (i) providing for utilizing such
agency, institution, or organization in furnishing care and serv-
ices which are available under such title or allotment and
which are included in the State plan approved under this sec-
tion (ii) making such provision as may be appropriate for reim-
bursing such agency, institution, or organization for the cost of
any such care and services furnished any individual for which
payment would otherwise be made to the State with respect to
the individual under section 1903, and (iii) providing for coordi-
nation of information and education on pediatric vaccinations
and delivery of immunization services, and (C) provide for co-
ordination of the operations under this title, including the pro-
vision of information and education on pediatric vaccinations
and the delivery of immunization services, with the State’s op-
erations under the special supplemental nutrition program for
women, infants, and children under section 17 of the Child Nu-
trition Act of 1966;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the in-
dividual may select;

(13) provide—

(A) for a public process for determination of rates of pay-
ment under the plan for hospital services, nursing facility
services, and services of intermediate care facilities for the
mentally retarded under which—

(i) proposed rates, the methodologies underlying the
establishment of such rates, and justifications for the
proposed rates are published,

(i1) providers, beneficiaries and their representa-
tives, and other concerned State residents are given a
reasonable opportunity for review and comment on the
proposed rates, methodologies, and justifications,

(ii1) final rates, the methodologies underlying the es-
tablishment of such rates, and justifications for such
final rates are published, and

(iv) in the case of hospitals, such rates take into ac-
count (in a manner consistent with section 1923) the
situation of hospitals which serve a disproportionate
number of low-income patients with special needs;

(B) for payment for hospice care in amounts no lower
than the amounts, using the same methodology, used
under part A of title XVIII and for payment of amounts
under section 1905(0)(3); except that in the case of hospice
care which is furnished to an individual who is a resident
of a nursing facility or intermediate care facility for the
mentally retarded, and who would be eligible under the
plan for nursing facility services or services in an inter-
mediate care facility for the mentally retarded if he had
not elected to receive hospice care, there shall be paid an
additional amount, to take into account the room and
board furnished by the facility, equal to at least 95 percent
of the rate that would have been paid by the State under
the plan for facility services in that facility for that indi-
vidual; and
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(C) payment for primary care services (as defined in sub-
section (jj)) furnished in 2013 and 2014 by a physician
with a primary specialty designation of family medicine,
general internal medicine, or pediatric medicine at a rate
not less than 100 percent of the payment rate that applies
to such services and physician under part B of title XVIII
(or, if greater, the payment rate that would be applicable
under such part if the conversion factor under section
1848(d) for the year involved were the conversion factor
under such section for 2009);

(14) provide that enrollment fees, premiums, or similar
charges, and deductions, cost sharing, or similar charges, may
be imposed only as provided in section 1916;

(15) provide for payment for services described in clause (B)
or (C) of section 1905(a)(2) under the plan in accordance with
subsection (bb);

(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical as-
sistance under the plan to individuals who are residents of the
State but are absent therefrom;

(17) except as provided in subsections (e)(14), (e)(14), (1)(3),
(m)(3), and (m)(4), include reasonable standards (which shall
be comparable for all groups and may, in accordance with
standards prescribed by the Secretary, differ with respect to in-
come levels, but only in the case of applicants or recipients of
assistance under the plan who are not receiving aid or assist-
ance under any plan of the State approved under title I, X,
XIV, or XVI, or part A of title IV, and with respect to whom
supplemental security income benefits are not being paid
under title XVI, based on the variations between shelter costs
in urban areas and in rural areas) for determining eligibility
for and the extent of medical assistance under the plan which
(A) are consistent with the objectives of this title, (B) provide
for taking into account only such income and resources as are,
as determined in accordance with standards prescribed by the
Secretary, available to the applicant or recipient and (in the
case of any applicant or recipient who would, except for income
and resources, be eligible for aid or assistance in the form of
money payments under any plan of the State approved under
title I, X, XIV, or XVI, or part A of title IV, or to have paid
with respect to him supplemental security income benefits
under title XVI) as would not be disregarded (or set aside for
future needs) in determining his eligibility for such aid, assist-
ance, or benefits, (C) provide for reasonable evaluation of any
such income or resources, and (D) do not take into account the
financial responsibility of any individual for any applicant or
recipient of assistance under the plan unless such applicant or
recipient is such individual’s spouse or such individual’s child
who is under age 21 or (with respect to States eligible to par-
ticipate in the State program established under title XVI), is
blind or permanently and totally disabled, or is blind or dis-
abled as defined in section 1614 (with respect to States which
are not eligible to participate in such program); and provide for
flexibility in the application of such standards with respect to
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income by taking into account, except to the extent prescribed
by the Secretary, the costs (whether in the form of insurance
premiums, payments made to the State under section
1903(f)(2)(B), or otherwise and regardless of whether such costs
are reimbursed under another public program of the State or
political subdivision thereof) incurred for medical care or for
any other type of remedial care recognized under State law;

(18) comply with the provisions of section 1917 with respect
to liens, adjustments and recoveries of medical assistance cor-
rectly paid, transfers of assets, and treatment of certain trusts;

(19) provide such safeguards as may be necessary to assure
that eligibility for care and services under the plan will be de-
termined, and such care and services will be provided, in a
manner consistent with simplicity of administration and the
best interests of the recipients;

(20) if the State plan includes medical assistance in behalf
of individuals 65 years of age or older who are patients in in-
stitutions for mental diseases—

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with men-
tal diseases, and, where appropriate, with such institu-
tions, as may be necessary for carrying out the State plan,
including arrangements for joint planning and for develop-
ment of alternate methods of care, arrangements providing
assurance of immediate readmittance to institutions where
needed for individuals under alternate plans of care, and
arrangements providing for access to patients and facili-
ties, for furnishing information, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in
his best interests, including, to that end, assurances that
there will be initial and periodic review of his medical and
other needs, that he will be given appropriate medical
treatment within the institution, and that there will be a
periodic determination of his need for continued treatment
in the institution; and

(C) provide for the development of alternate plans of
care, making maximum utilization of available resources,
for recipients 65 years of age or older who would otherwise
need care in such institutions, including appropriate med-
ical treatment and other aid or assistance; for services re-
ferred to in section 3(a)(4)(A)i) and (i) or section
1603(a)(4)(A)(i) and (ii) which are appropriate for such re-
cipients and for such patients; and for methods of adminis-
tration necessary to assure that the responsibilities of the
State agency under the State plan with respect to such re-
cipients and such patients will be effectively carried out;

(21) if the State plan includes medical assistance in behalf
of individuals 65 years of age or older who are patients in pub-
lic institutions for mental diseases, show that the State is mak-
ing satisfactory progress toward developing and implementing
a comprehensive mental health program, including provision
for utilization of community mental health centers, nursing fa-
cilities, and other alternatives to care in public institutions for
mental diseases;
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(22) include descriptions of (A) the kinds and numbers of
professional medical personnel and supporting staff that will
be used in the administration of the plan and of the respon-
sibilities they will have, (B) the standards, for private or public
institutions in which recipients of medical assistance under the
plan may receive care or services, that will be utilized by the
State authority or authorities responsible for establishing and
maintaining such standards, (C) the cooperative arrangements
with State health agencies and State vocational rehabilitation
agencies entered into with a view to maximum utilization of
and coordination of the provision of medical assistance with
the services administered or supervised by such agencies, and
(D) other standards and methods that the State will use to as-
sure that medical or remedial care and services provided to re-
cipients of medical assistance are of high quality;

(23) provide that (A) any individual eligible for medical as-
sistance (including drugs) may obtain such assistance from any
institution, agency, community pharmacy, or person, qualified
to perform the service or services required (including an orga-
nization which provides such services, or arranges for their
availability, on a prepayment basis), who undertakes to pro-
vide him such services, and (B) an enrollment of an individual
eligible for medical assistance in a primary care case-manage-
ment system (described in section 1915(b)(1)), a medicaid man-
aged care organization, or a similar entity shall not restrict the
choice of the qualified person from whom the individual may
receive services under section 1905(a)(4)(C), except as provided
in subsection (g) and in section 1915, except that this para-
graph shall not apply in the case of Puerto Rico, the Virgin Is-
lands, and Guam, and except that nothing in this paragraph
shall be construed as requiring a State to provide medical as-
sistance for such services furnished by a person or entity con-
victed of a felony under Federal or State law for an offense
which the State agency determines is inconsistent with the
best interests of beneficiaries under the State plan or by a pro-
vider or supplier to which a moratorium under subsection
(kk)(4) is applied during the period of such moratorium’;

(24) effective July 1, 1969, provide for consultative services
by health agencies and other appropriate agencies of the State
to hospitals, nursing facilities, home health agencies, clinics,
laboratories, and such other institutions as the Secretary may
specify in order to assist them (A) to qualify for payments
under this Act, (B) to establish and maintain such fiscal
records as may be necessary for the proper and efficient ad-
ministration of this Act, and (C) to provide information needed
to determine payments due under this Act on account of care
and services furnished to individuals;

(25) provide—

(A) that the State or local agency administering such
plan will take all reasonable measures to ascertain the
legal liability of third parties (including health insurers,
self-insured plans, group health plans (as defined in sec-
tion 607(1) of the Employee Retirement Income Security
Act of 1974), service benefit plans, managed care organiza-
tions, pharmacy benefit managers, or other parties that



84

are, by statute, contract, or agreement, legally responsible
for payment of a claim for a health care item or service)
to pay for care and services available under the plan, in-
cluding—

(i) the collection of sufficient information (as speci-
fied by the Secretary in regulations) to enable the
State to pursue claims against such third parties, with
such information being collected at the time of any de-
termination or redetermination of eligibility for med-
ical assistance, and

(i) the submission to the Secretary of a plan (sub-
ject to approval by the Secretary) for pursuing claims
against such third parties, which plan shall be inte-
grated with, and be monitored as a part of the Sec-
retary’s review of, the State’s mechanized claims proc-
essing and information retrieval systems required
under section 1903(r);

(B) that in any case where such a legal liability is found
to exist after medical assistance has been made available
on behalf of the individual and where the amount of reim-
bursement the State can reasonably expect to recover ex-
ceeds the costs of such recovery, the State or local agency
will seek reimbursement for such assistance to the extent
of such legal liability;

(C) that in the case of an individual who is entitled to
medical assistance under the State plan with respect to a
service for which a third party is liable for payment, the
person furnishing the service may not seek to collect from
the individual (or any financially responsible relative or
representative of that individual) payment of an amount
for that service (i) if the total of the amount of the liabil-
ities of third parties for that service is at least equal to the
amount payable for that service under the plan (dis-
regarding section 1916), or (ii) in an amount which exceeds
the lesser of (I) the amount which may be collected under
section 1916, or (II) the amount by which the amount pay-
able for that service under the plan (disregarding section
1916) exceeds the total of the amount of the liabilities of
third parties for that service;

(D) that a person who furnishes services and is partici-
pating under the plan may not refuse to furnish services
to an individual (who is entitled to have payment made
under the plan for the services the person furnishes) be-
cause of a third party’s potential liability for payment for
the service;

(E) that in the case of prenatal or preventive pediatric
care (including early and periodic screening and diagnosis
services under section 1905(a)(4)(B)) covered under the
State plan, the State shall—

(i) make payment for such service in accordance
with the usual payment schedule under such plan for
such services without regard to the liability of a third
party for payment for such services; and

(i1) seek reimbursement from such third party in ac-
cordance with subparagraph (B);
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(F) that in the case of any services covered under such
plan which are provided to an individual on whose behalf
child support enforcement is being carried out by the State
aﬁreﬁcy under part D of title IV of this Act, the State
shall—

(i) make payment for such service in accordance
with the usual payment schedule under such plan for
such services without regard to any third-party liabil-
ity for payment for such services, if such third-party
liability is derived (through insurance or otherwise)
from the parent whose obligation to pay support is
being enforced by such agency, if payment has not
been made by such third party within 30 days after
such services are furnished,;

(i1) seek reimbursement from such third party in ac-
cordance with subparagraph (B);

(G) that the State prohibits any health insurer (includ-
ing a group health plan, as defined in section 607(1) of the
Employee Retirement Income Security Act of 1974, a self-
insured plan, a service benefit plan, a managed care orga-
nization, a pharmacy benefit manager, or other party that
is, by statute, contract, or agreement, legally responsible
for payment of a claim for a health care item or service),
in enrolling an individual or in making any payments for
benefits to the individual or on the individual’s behalf,
from taking into account that the individual is eligible for
or is provided medical assistance under a plan under this
title for such State, or any other State;

(H) that to the extent that payment has been made
under the State plan for medical assistance in any case
where a third party has a legal liability to make payment
for such assistance, the State has in effect laws under
which, to the extent that payment has been made under
the State plan for medical assistance for health care items
or services furnished to an individual, the State is consid-
ered to have acquired the rights of such individual to pay-
ment by any other party for such health care items or
services; and

(I) that the State shall provide assurances satisfactory to
the Secretary that the State has in effect laws requiring
health insurers, including self-insured plans, group health
plans (as defined in section 607(1) of the Employee Retire-
ment Income Security Act of 1974), service benefit plans,
managed care organizations, pharmacy benefit managers,
or other parties that are, by statute, contract, or agree-
ment, legally responsible for payment of a claim for a
health care item or service, as a condition of doing busi-
ness in the State, to—

(i) provide, with respect to individuals who are eligi-
ble (and, at State option, individuals who apply or
whose eligibility for medical assistance is being evalu-
ated in accordance with section 1902(e)(13)(D)) for, or
are provided, medical assistance under the State plan
under this title (and, at State option, child health as-
sistance under title XXI), upon the request of the
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State, information to determine during what period
the individual or their spouses or their dependents
may be (or may have been) covered by a health in-
surer and the nature of the coverage that is or was
provided by the health insurer (including the name,
address, and identifying number of the plan) in a man-
ner prescribed by the Secretary;

(i1) accept the State’s right of recovery and the as-
signment to the State of any right of an individual or
other entity to payment from the party for an item or
service for which payment has been made under the
State plan;

(ii1) respond to any inquiry by the State regarding a
claim for payment for any health care item or service
that is submitted not later than 3 years after the date
of (1i:he provision of such health care item or service;
an

(iv) agree not to deny a claim submitted by the State
solely on the basis of the date of submission of the
claim, the type or format of the claim form, or a fail-
ure to present proper documentation at the point-of-
sale that is the basis of the claim, if—

(I) the claim is submitted by the State within
the 3-year period beginning on the date on which
the item or service was furnished; and

(IT) any action by the State to enforce its rights
with respect to such claim is commenced within 6
years of the State’s submission of such claim;

(26) if the State plan includes medical assistance for inpa-
tient mental hospital services, provide, with respect to each pa-
tient receiving such services, for a regular program of medical
review (including medical evaluation) of his need for such serv-
ices, and for a written plan of care;

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

(28) provide—

(A) that any nursing facility receiving payments under
such plan must satisfy all the requirements of subsections
(b) through (d) of section 1919 as they apply to such facili-
ties;

(B) for including in “nursing facility services” at least
the items and services specified (or deemed to be specified)
by the Secretary under section 1919(f)(7) and making
available upon request a description of the items and serv-
ices so included;

(C) for procedures to make available to the public the
data and methodology used in establishing payment rates
for nursing facilities under this title; and
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(D) for compliance (by the date specified in the respec-
tive sections) with the requirements of—
(1) section 1919(e);
(i1) section 1919(g) (relating to responsibility for sur-
vey and certification of nursing facilities); and
(iii) sections 1919(h)(2)(B) and 1919(h)(2)(D) (relat-
ing to establishment and application of remedies);

(29) include a State program which meets the requirements
set forth in section 1908, for the licensing of administrators of
nursing homes;

(30)(A) provide such methods and procedures relating to the
utilization of, and the payment for, care and services available
under the plan (including but not limited to utilization review
plans as provided for in section 1903(i)(4)) as may be necessary
to safeguard against unnecessary utilization of such care and
services and to assure that payments are consistent with effi-
ciency, economy, and quality of care and are sufficient to enlist
enough providers so that care and services are available under
the plan at least to the extent that such care and services are
available to the general population in the geographic area; and

(B) provide, under the program described in subparagraph
(A), that—

(i) each admission to a hospital, intermediate care facil-
ity for the mentally retarded, or hospital for mental dis-
eases is reviewed or screened in accordance with criteria
established by medical and other professional personnel
who are not themselves directly responsible for the care of
the patient involved, and who do not have a significant fi-
nancial interest in any such institution and are not, except
in the case of a hospital, employed by the institution pro-
viding the care involved, and

(ii) the information developed from such review or
screening, along with the data obtained from prior reviews
of the necessity for admission and continued stay of pa-
tients by such professional personnel, shall be used as the
basis for establishing the size and composition of the sam-
ple of admissions to be subject to review and evaluation by
such personnel, and any such sample may be of any size
up to 100 percent of all admissions and must be of suffi-
cient size to serve the purpose of (I) identifying the pat-
terns of care being provided and the changes occurring
over time in such patterns so that the need for modifica-
tion may be ascertained, and (II) subjecting admissions to
early or more extensive review where information indi-
cates that such consideration is warranted to a hospital,
intermediate care facility for the mentally retarded, or hos-
pital for mental diseases;

(81) with respect to services in an intermediate care facility
for the mentally retarded (where the State plan includes med-
ical assistance for such services) provide, with respect to each
patient receiving such services, for a written plan of care, prior
to admission to or authorization of benefits in such facility, in
accordance with regulations of the Secretary, and for a regular
program of independent professional review (including medical
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evaluation) which shall periodically review his need for such
services;

(382) provide that no payment under the plan for any care or
service provided to an individual shall be made to anyone other
than such individual or the person or institution providing
such care or service, under an assignment or power of attorney
or otherwise; except that—

(A) in the case of any care or service provided by a phy-
sician, dentist, or other individual practitioner, such pay-
ment may be made (i) to the employer of such physician,
dentist, or other practitioner if such physician, dentist, or
practitioner is required as a condition of his employment
to turn over his fee for such care or service to his em-
ployer, or (ii) (where the care or service was provided in
a hospital, clinic, or other facility) to the facility in which
the care or service was provided if there is a contractual
arrangement between such physician, dentist, or practi-
tioner and such facility under which such facility submits
the bill for such care or service;

(B) nothing in this paragraph shall be construed (i) to
prevent the making of such a payment in accordance with
an assignment from the person or institution providing the
care or service involved if such assignment is made to a
governmental agency or entity or is established by or pur-
suant to the order of a court of competent jurisdiction, or
(i1) to preclude an agent of such person or institution from
receiving any such payment if (but only if) such agent does
so pursuant to an agency agreement under which the com-
pensation to be paid to the agent for his services for or in
connection with the billing or collection of payments due
such person or institution under the plan is unrelated (di-
rectly or indirectly) to the amount of such payments or the
billings therefor, and is not dependent upon the actual col-
lection of any such payment;

(C) in the case of services furnished (during a period
that does not exceed 14 continuous days in the case of an
informal reciprocal arrangement or 90 continuous days (or
such longer period as the Secretary may provide) in the
case of an arrangement involving per diem or other fee-for-
time compensation) by, or incident to the services of, one
physician to the patients of another physician who submits
the claim for such services, payment shall be made to the
physician submitting the claim (as if the services were fur-
nished by, or incident to, the physician’s services), but only
if the claim identifies (in a manner specified by the Sec-
retary) the physician who furnished the services; and

(D) in the case of payment for a childhood vaccine ad-
ministered before October 1, 1994, to individuals entitled
to medical assistance under the State plan, the State plan
may make payment directly to the manufacturer of the
vaccine under a voluntary replacement program agreed to
by the State pursuant to which the manufacturer (i) sup-
plies doses of the vaccine to providers administering the
vaccine, (ii) periodically replaces the supply of the vaccine,
and (iii) charges the State the manufacturer’s price to the
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Centers for Disease Control and Prevention for the vaccine
so administered (which price includes a reasonable amount
to cover shipping and the handling of returns);

(33) provide—

(A) that the State health agency, or other appropriate
State medical agency, shall be responsible for establishing
a plan, consistent with regulations prescribed by the Sec-
retary, for the review by appropriate professional health
personnel of the appropriateness and quality of care and
services furnished to recipients of medical assistance
under the plan in order to provide guidance with respect
thereto in the administration of the plan to the State agen-
cy established or designated pursuant to paragraph (5)
and, where applicable, to the State agency described in the
second sentence of this subsection; and

(B) that, except as provided in section 1919(g), the State
or local agency utilized by the Secretary for the purpose
specified in the first sentence of section 1864(a), or, if such
agency is not the State agency which is responsible for li-
censing health institutions, the State agency responsible
for such licensing, will perform for the State agency ad-
ministering or supervising the administration of the plan
approved under this title the function of determining
whether institutions and agencies meet the requirements
for participation in the program under such plan, except
that, if the Secretary has cause to question the adequacy
of such determinations, the Secretary is authorized to vali-
date State determinations and, on that basis, make inde-
pendent and binding determinations concerning the extent
to which individual institutions and agencies meet the re-
quirements for participation;

(84) provide that in the case of any individual who has been
determined to be eligible for medical assistance under the plan,
such assistance will be made available to him for care and
services included under the plan and furnished in or after the
third month before the month in which he made application (or
application was made on his behalf in the case of a deceased
individual) for such assistance if such individual was (or upon
application would have been) eligible for such assistance at the
time such care and services were furnished;

(35) provide that any disclosing entity (as defined in section
1124(a)(2)) receiving payments under such plan complies with
the requirements of section 1124;

(86) provide that within 90 days following the completion of
each survey of any health care facility, laboratory, agency, clin-
ic, or organization, by the appropriate State agency described
in paragraph (9), such agency shall (in accordance with regula-
tions of the Secretary) make public in readily available form
and place the pertinent findings of each such survey relating
to the compliance of each such health care facility, laboratory,
clinic, agency, or organization with (A) the statutory conditions
of participation imposed under this title, and (B) the major ad-
ditional conditions which the Secretary finds necessary in the
interest of health and safety of individuals who are furnished
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care or services by any such facility, laboratory, clinic, agency,
or organization;

(37) provide for claims payment procedures which (A) ensure
that 90 per centum of claims for payment (for which no further
written information or substantiation is required in order to
make payment) made for services covered under the plan and
furnished by health care practitioners through individual or
group practices or through shared health facilities are paid
within 30 days of the date of receipt of such claims and that
99 per centum of such claims are paid within 90 days of the
date of receipt of such claims, and (B) provide for procedures
of prepayment and postpayment claims review, including re-
view of appropriate data with respect to the recipient and pro-
vider of a service and the nature of the service for which pay-
ment is claimed, to ensure the proper and efficient payment of
claims and management of the program;

(38) require that an entity (other than an individual practi-
tioner or a group of practitioners) that furnishes, or arranges
for the furnishing of, items or services under the plan, shall
supply (within such period as may be specified in regulations
by the Secretary or by the single State agency which admin-
isters or supervises the administration of the plan) upon re-
quest specifically addressed to such entity by the Secretary or
such State agency, the information described in section
1128(b)(9);

(39) provide that the State agency shall exclude any specified
individual or entity from participation in the program under
the State plan for the period specified by the Secretary, when
required by him to do so pursuant to section 1128 or section
1128A, terminate the participation of any individual or entity
in such program if (subject to such exceptions as are permitted
with respect to exclusion under sections 1128(c)(3)(B) and
1128(d)(3)(B)) participation of such individual or entity is ter-
minated under title XVIII or any other State plan under this
title, and provide that no payment may be made under the
plan with respect to any item or service furnished by such indi-
vidual or entity during such period;

(40) require each health services facility or organization
which receives payments under the plan and of a type for
which a uniform reporting system has been established under
section 1121(a) to make reports to the Secretary of information
described in such section in accordance with the uniform re-
porting system (established under such section) for that type of
facility or organization;

(41) provide that whenever a provider of services or any
other person is terminated, suspended, or otherwise sanctioned
or prohibited from participating under the State plan, the
State agency shall promptly notify the Secretary and, in the
case of a physician and notwithstanding paragraph (7), the
State medical licensing board of such action;

(42) provide that—

(A) the records of any entity participating in the plan
and providing services reimbursable on a cost-related basis
will be audited as the Secretary determines to be nec-
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essary to insure that proper payments are made under the
plan; and
(B) not later than December 31, 2010, the State shall—
(i) establish a program under which the State con-
tracts (consistent with State law and in the same
manner as the Secretary enters into contracts with re-
covery audit contractors under section 1893(h), subject
to such exceptions or requirements as the Secretary
may require for purposes of this title or a particular
State) with 1 or more recovery audit contractors for
the purpose of identifying underpayments and over-
payments and recouping overpayments under the
State plan and under any waiver of the State plan
with respect to all services for which payment is made
to any entity under such plan or waiver; and
h(ii) provide assurances satisfactory to the Secretary
that—

(I) under such contracts, payment shall be made
to such a contractor only from amounts recovered;

(IT) from such amounts recovered, payment—

(aa) shall be made on a contingent basis for
collecting overpayments; and

(bb) may be made in such amounts as the
State may specify for identifying underpay-
ments;

(ITI) the State has an adequate process for enti-
ties to appeal any adverse determination made by
such contractors; and

(IV) such program is carried out in accordance
with such requirements as the Secretary shall
specify, including—

(aa) for purposes of section 1903(a)(7), that
amounts expended by the State to carry out
the program shall be considered amounts ex-
pended as necessary for the proper and effi-
cient administration of the State plan or a
waiver of the plan;

(bb) that section 1903(d) shall apply to
amounts recovered under the program; and

(cc) that the State and any such contractors
under contract with the State shall coordinate
such recovery audit efforts with other contrac-
tors or entities performing audits of entities
receiving payments under the State plan or
waiver in the State, including efforts with
Federal and State law enforcement with re-
spect to the Department of Justice, including
the Federal Bureau of Investigations, the In-
spector General of the Department of Health
and Human Services, and the State medicaid
fraud control unit; and

(43) provide for—
(A) informing all persons in the State who are under the
age of 21 and who have been determined to be eligible for
medical assistance including services described in section
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1905(a)(4)(B), of the availability of early and periodic
screening, diagnostic, and treatment services as described
in section 1905(r) and the need for age-appropriate immu-
nizations against vaccine-preventable diseases,

(B) providing or arranging for the provision of such
screening services in all cases where they are requested,

(C) arranging for (directly or through referral to appro-
priate agencies, organizations, or individuals) corrective
treatment the need for which is disclosed by such child
health screening services, and

(D) reporting to the Secretary (in a uniform form and
manner established by the Secretary, by age group and by
basis of eligibility for medical assistance, and by not later
than April 1 after the end of each fiscal year, beginning
with fiscal year 1990) the following information relating to
early and periodic screening, diagnostic, and treatment
services provided under the plan during each fiscal year:

(i) the number of children provided child health
screening services,

(ii) the number of children referred for corrective
treatment (the need for which is disclosed by such
child health screening services),

(ii1) the number of children receiving dental services,
and other information relating to the provision of den-
tal services to such children described in section
2108(e) and

(iv) the State’s results in attaining the participation
goals set for the State under section 1905(r);

(44) in each case for which payment for inpatient hospital
services, services in an intermediate care facility for the men-
tally retarded, or inpatient mental hospital services is made
under the State plan—

(A) a physician (or, in the case of skilled nursing facility
services or intermediate care facility services, a physician,
or a nurse practitioner or clinical nurse specialist who is
not an employee of the facility but is working in collabora-
tion with a physician) certifies at the time of admission, or,
if later, the time the individual applies for medical assist-
ance under the State plan (and a physician, a physician
assistant under the supervision of a physician, or, in the
case of skilled nursing facility services or intermediate
care facility services, a physician, or a nurse practitioner
or clinical nurse specialist who is not an employee of the
facility but is working in collaboration with a physician,
recertifies, where such services are furnished over a period
of time, in such cases, at least as often as required under
section 1903(g)(6) (or, in the case of services that are serv-
ices provided in an intermediate care facility for the men-
tally retarded, every year), and accompanied by such sup-
porting material, appropriate to the case involved, as may
be provided in regulations of the Secretary), that such
services are or were required to be given on an inpatient
ba(siis because the individual needs or needed such services,
an
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(B) such services were furnished under a plan estab-
lished and periodically reviewed and evaluated by a physi-
cian, or, in the case of skilled nursing facility services or
intermediate care facility services, a physician, or a nurse
practitioner or clinical nurse specialist who is not an em-
ployee of the facility but is working in collaboration with
a physician;

(45) provide for mandatory assignment of rights of payment
for medical support and other medical care owed to recipients,
in accordance with section 1912;

(46)(A) provide that information is requested and exchanged
for purposes of income and eligibility verification in accordance
with a State system which meets the requirements of section
1137 of this Act; and

(B) provide, with respect to an individual declaring to be a
citizen or national of the United States for purposes of estab-
lishing eligibility under this title, that the State shall satisfy
the requirements of—

(i) section 1903(x); or

(i) subsection (ee);

(47) provide—

(A) at the option of the State, for making ambulatory
prenatal care available to pregnant women during a pre-
sumptive eligibility period in accordance with section 1920
and provide for making medical assistance for items and
services described in subsection (a) of section 1920A avail-
able to children during a presumptive eligibility period in
accordance with such section and provide for making med-
ical assistance available to individuals described in sub-
section (a) of section 1920B during a presumptive eligi-
bility period in accordance with such section and provide
for making medical assistance available to individuals de-
scribed in subsection (a) of section 1920C during a pre-
sumptive eligibility period in accordance with such section;
and

(B) that any hospital that is a participating provider
under the State plan may elect to be a qualified entity for
purposes of determining, on the basis of preliminary infor-
mation, whether any individual is eligible for medical as-
sistance under the State plan or under a waiver of the
plan for purposes of providing the individual with medical
assistance during a presumptive eligibility period, in the
same manner, and subject to the same requirements, as
apply to the State options with respect to populations de-
scribed in section 1920, 1920A, 1920B, or 1920C (but with-
out regard to whether the State has elected to provide for
a presumptive eligibility period under any such sections),
subject to such guidance as the Secretary shall establish;

(48) provide a method of making cards evidencing eligibility
for medical assistance available to an eligible individual who
does not reside in a permanent dwelling or does not have a
fixed home or mailing address;

(49) provide that the State will provide information and ac-
cess to certain information respecting sanctions taken against
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health care practitioners and providers by State licensing au-
thorities in accordance with section 1921;

(50) provide, in accordance with subsection (q), for a monthly
personal needs allowance for certain institutionalized individ-
uals and couples;

(51) meet the requirements of section 1924 (relating to pro-
tection of community spouses);

(52) meet the requirements of section 1925 (relating to exten-
sion of eligibility for medical assistance);

(53) provide—

(A) for notifying in a timely manner all individuals in
the State who are determined to be eligible for medical as-
sistance and who are pregnant women, breastfeeding or
postpartum women (as defined in section 17 of the Child
Nutrition Act of 1966), or children below the age of 5, of
the availability of benefits furnished by the special supple-
mental nutrition program under such section, and

(B) for referring any such individual to the State agency
responsible for administering such program,;

(54) in the case of a State plan that provides medical assist-
ance for covered outpatient drugs (as defined in section
1927(k)), comply with the applicable requirements of section
1927,

(55) provide for receipt and initial processing of applications
of individuals for medical assistance under subsection
(a)(10)(A)GXIV), (a)(10)(A)D(VD), (a)(10)(A)G)(VID), or
(a)(10)(A)Gi)(IX)—

(A) at locations which are other than those used for the
receipt and processing of applications for aid under part A
of title IV and which include facilities defined as dispropor-
tionate share hospitals under section 1923(a)(1)(A) and
Federally-qualified health centers described in section
1905(1)(2)(B), and

(B) using applications which are other than those used
for applications for aid under such part;

(56) provide, in accordance with subsection (s), for adjusted
payments for certain inpatient hospital services;

(57) provide that each hospital, nursing facility, provider of
home health care or personal care services, hospice program,
or medicaid managed care organization (as defined in section
1903(m)(1)(A)) receiving funds under the plan shall comply
with the requirements of subsection (w);

(58) provide that the State, acting through a State agency,
association, or other private nonprofit entity, develop a written
description of the law of the State (whether statutory or as rec-
ognized by the courts of the State) concerning advance direc-
tives that would be distributed by providers or organizations
under the requirements of subsection (w);

(59) maintain a list (updated not less often than monthly,
and containing each physician’s unique identifier provided
under the system established under subsection (x)) of all physi-
cians who are certified to participate under the State plan;

(60) provide that the State agency shall provide assurances
satisfactory to the Secretary that the State has in effect the
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laws Kelating to medical child support required under section
1908A;

(61) provide that the State must demonstrate that it oper-
ates a medicaid fraud and abuse control unit described in sec-
tion 1903(q) that effectively carries out the functions and re-
quirements described in such section, as determined in accord-
ance with standards established by the Secretary, unless the
State demonstrates to the satisfaction of the Secretary that the
effective operation of such a unit in the State would not be
cost-effective because minimal fraud exists in connection with
the provision of covered services to eligible individuals under
the State plan, and that beneficiaries under the plan will be
protected from abuse and neglect in connection with the provi-
sion of medical assistance under the plan without the existence
of such a unit;

(62) provide for a program for the distribution of pediatric
vaccines to program-registered providers for the immunization
of vaccine-eligible children in accordance with section 1928;

(63) provide for administration and determinations of eligi-
bility with respect to individuals who are (or seek to be) eligi-
ble for medical assistance based on the application of section
1931,

(64) provide, not later than 1 year after the date of the en-
actment of this paragraph, a mechanism to receive reports
from beneficiaries and others and compile data concerning al-
leged instances of waste, fraud, and abuse relating to the oper-
ation of this title;

(65) provide that the State shall issue provider numbers for
all suppliers of medical assistance consisting of durable med-
ical equipment, as defined in section 1861(n), and the State
shall not issue or renew such a supplier number for any such
supplier unless—

(A)@) full and complete information as to the identity of
each person with an ownership or control interest (as de-
fined in section 1124(a)(3)) in the supplier or in any sub-
contractor (as defined by the Secretary in regulations) in
which the supplier directly or indirectly has a 5 percent or
more ownership interest; and

(i1) to the extent determined to be feasible under regula-
tions of the Secretary, the name of any disclosing entity
(as defined in section 1124(a)(2)) with respect to which a
person with such an ownership or control interest in the
supplier is a person with such an ownership or control in-
terest in the disclosing entity; and

(B) a surety bond in a form specified by the Secretary
under section 1834(a)(16)(B) and in an amount that is not
less than $50,000 or such comparable surety bond as the
Secretary may permit under the second sentence of such
section;

(66) provide for making eligibility determinations under sec-
tion 1935(a);

(67) provide, with respect to services covered under the State
plan (but not under title XVIII) that are furnished to a PACE
program eligible individual enrolled with a PACE provider by
a provider participating under the State plan that does not
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have a contract or other agreement with the PACE provider
that establishes payment amounts for such services, that such
participating provider may not require the PACE provider to
pay the participating provider an amount greater than the
amount that would otherwise be payable for the service to the
participating provider under the State plan for the State where
the PACE provider is located (in accordance with regulations
issued by the Secretary);

(68) provide that any entity that receives or makes annual
payments under the State plan of at least $5,000,000, as a con-
dition of receiving such payments, shall—

(A) establish written policies for all employees of the en-
tity (including management), and of any contractor or
agent of the entity, that provide detailed information about
the False Claims Act established under sections 3729
through 3733 of title 31, United States Code, administra-
tive remedies for false claims and statements established
under chapter 38 of title 31, United States Code, any State
laws pertaining to civil or criminal penalties for false
claims and statements, and whistleblower protections
under such laws, with respect to the role of such laws in
preventing and detecting fraud, waste, and abuse in Fed-
eral health care programs (as defined in section 1128B(f));

(B) include as part of such written policies, detailed pro-
visions regarding the entity’s policies and procedures for
detecting and preventing fraud, waste, and abuse; and

(C) include in any employee handbook for the entity, a
specific discussion of the laws described in subparagraph
(A), the rights of employees to be protected as whistle-
blowers, and the entity’s policies and procedures for detect-
ing and preventing fraud, waste, and abuse;

(69) provide that the State must comply with any require-
ments determined by the Secretary to be necessary for carrying
out the Medicaid Integrity Program established under section
1936;

(70) at the option of the State and notwithstanding para-
graphs (1), (10)(B), and (23), provide for the establishment of
a non-emergency medical transportation brokerage program in
order to more cost-effectively provide transportation for indi-
viduals eligible for medical assistance under the State plan
who need access to medical care or services and have no other
means of transportation which—

(A) may include a wheelchair van, taxi, stretcher car,
bus passes and tickets, secured transportation, and such
other transportation as the Secretary determines appro-
priate; and

(B) may be conducted under contract with a broker
who—

(i) is selected through a competitive bidding process
based on the State’s evaluation of the broker’s experi-
ence, performance, references, resources, qualifica-
tions, and costs;

(ii) has oversight procedures to monitor beneficiary
access and complaints and ensure that transport per-
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sonnel are licensed, qualified, competent, and cour-
teous;

(iii) is subject to regular auditing and oversight by
the State in order to ensure the quality of the trans-
portation services provided and the adequacy of bene-
ficiary access to medical care and services; and

(iv) complies with such requirements related to pro-
hibitions on referrals and conflict of interest as the
Secretary shall establish (based on the prohibitions on
physician referrals under section 1877 and such other
prohibitions and requirements as the Secretary deter-
mines to be appropriate);

(71) provide that the State will implement an asset
verification program as required under section 1940;

(72) provide that the State will not prevent a Federally-
qualified health center from entering into contractual relation-
ships with private practice dental providers in the provision of
Federally-qualified health center services;

(73) in the case of any State in which 1 or more Indian
Health Programs or Urban Indian Organizations furnishes
health care services, provide for a process under which the
State seeks advice on a regular, ongoing basis from designees
of such Indian Health Programs and Urban Indian Organiza-
tions on matters relating to the application of this title that
are likely to have a direct effect on such Indian Health Pro-
grams and Urban Indian Organizations and that—

(A) shall include solicitation of advice prior to submis-
sion of any plan amendments, waiver requests, and pro-
posals for demonstration projects likely to have a direct ef-
fect on Indians, Indian Health Programs, or Urban Indian
Organizations; and

(B) may include appointment of an advisory committee
and of a designee of such Indian Health Programs and
Urban Indian Organizations to the medical care advisory
committee advising the State on its State plan under this
title;

(74) provide for maintenance of effort under the State plan
or under any waiver of the plan in accordance with subsection
(gg); and

(75) provide that, beginning January 2015, and annually
thereafter, the State shall submit a report to the Secretary
that contains—

(A) the total number of enrolled and newly enrolled indi-
viduals in the State plan or under a waiver of the plan for
the fiscal year ending on September 30 of the preceding
calendar year, disaggregated by population, including chil-
dren, parents, nonpregnant childless adults, disabled indi-
viduals, elderly individuals, and such other categories or
sub-categories of individuals eligible for medical assistance
under the State plan or under a waiver of the plan as the
Secretary may require;

(B) a description, which may be specified by population,
of the outreach and enrollment processes used by the State
during such fiscal year; and
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(C) any other data reporting determined necessary by
the Secretary to monitor enrollment and retention of indi-
viduals eligible for medical assistance under the State plan
or under a waiver of the plan;

(76) provide that any data collected under the State plan
meets the requirements of section 3101 of the Public Health
Service Act;

(77) provide that the State shall comply with provider and
supplier screening, oversight, and reporting requirements in
accordance with subsection (kk);

(79) provide that any agent, clearinghouse, or other alternate
payee (as defined by the Secretary) that submits claims on be-
half of a health care provider must register with the State and
the Secretary in a form and manner specified by the Secretary;

(80) provide that the State shall not provide any payments
for items or services provided under the State plan or under
a waiver to any financial institution or entity located outside
of the United States; and

(81) provide for implementation of the payment models speci-
fied by the Secretary under section 1115A(c) for implementa-
tion on a nationwide basis unless the State demonstrates to
the satisfaction of the Secretary that implementation would
not be administratively feasible or appropriate to the health
care delivery system of the State.

Notwithstanding paragraph (5), if on January 1, 1965, and on the
date on which a State submits its plan for approval under this
title, the State agency which administered or supervised the ad-
ministration of the plan of such State approved under title X (or
title XVI, insofar as it relates to the blind) was different from the
State agency which administered or supervised the administration
of the State plan approved under title I (or title XVI, insofar as it
relates to the aged), the State agency which administered or super-
vised the administration of such plan approved under title X (or
title XVI, insofar as it relates to the blind) may be designated to
administer or supervise the administration of the portion of the
State plan for medical assistance which relates to blind individuals
and a different State agency may be established or designated to
administer or supervise the administration of the rest of the State
plan for medical assistance; and in such case the part of the plan
which each such agency administers, or the administration of
which each such agency supervises, shall be regarded as a separate
plan for purposes of this title (except for purposes of paragraph
(10)). The provisions of paragraphs (9)(A), (31), and (33) and of sec-
tion 1903(i)(4) shall not apply to a religious nonmedical health care
institution (as defined in section 1861(ss)(1)).

For purposes of paragraph (10) any individual who, for the
month of August 1972, was eligible for or receiving aid or assist-
ance under a State plan approved under title I, X, XIV, or XVI, or
part A of title IV and who for such month was entitled to monthly
insurance benefits under title II shall for purposes of this title onl