PUBLIC LAW 100-360—JULY 1, 1988

Public Law 100-360
100th Congress
An Act

To amend title XVIII of the Social Security Act to provide protection against
catastrophic medical expenses under the medicare program, and for other
purposes.

Be it enacted‘l;y the Senate and House of Representatives of the
United States of . Congress assembled,

SECTION 1. SHORT TITLE; REFERENCES IN ACT; TABLE OF CONTENTS.

(a)SﬂomTlnx.—ThnActmaybecitadasthe“MedicamCata-
ic Coverage Act of 1988”.
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Subtitle C—Miscellaneous Provisions

TITLE I—PROVISIONS RELATING TO PART
A OF MEDICARE PROGRAM AND SUP-
PLEMENTAL MEDICARE PREMIUM

Subtitle A—Expansion of Medicare Part A
Benefits

SEC. 101. EXPANDING SCOPE OF BENEFITS UNDER PART A.
Section 1812 (42 U.S.C. 1395d) is amended—
(1) in subsection (a), by striking paragraphs (1) through (4) and
inserting the following:
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“(1) inpatient hospital services;

“(2) extended care services for up to 150 days during any
calendar year;

“(3) home health services; and

“(4) in lieu of certain other benefits, hospice care with respect
tothemdxvndualdumsﬂt;imtwopenodsof%dayaeach.a

subsequent period of 30 and a subsequent extension period
with respect to which the individual an election under
subsection (d)X1).”;

(ﬂbymm&ngmbswhm{b]hmadasfoﬂm

“(b)Paymentunder part for services furnished to an individ-
ua.lma_y be made
(I)exhndedeamaemceafummhedtothemdlﬂdua]durmg

a calendar year after such services have been furnished to the
mdlﬂdualforlﬁl]daynd that year, or

“2) mpahent psychiatric ital services furnished to the
individual after such services have been furnished to the
individual for a total of 190 days d his lifetime.”;

(3) by ing subsection (c) to as follows:

“(c)1) If an individual is an inpatient of a hiatric ital on
the first day of medicare entitlement (as defined in paragraph (4XA))
payment may not be made under this part during the period de-
scribed in pangr;pi]h (2) for inpatient ment.al health services (as
defined in (4XB)) in excess of the number of days specified

peﬁq&descnbedmthm h—

which the individual is not receiving
inpatient mental health services.

“(3) The number of days specified in this paragraph for an individ-
ual is 150 lemtbenumberofdaya(dunngthelso-da; iod
immediately theﬁrstdayofmedmmenhtlelmnt J
wh:chthemdlndualwnsaumpahentofapsychmtnc

“(4) In this subsection:

“(A) The term ‘first day of medicare entitlement’ means, for
an individual, the first of the first month for which the
individual is entitled to benefits under this

“(B) The term ‘inpatient mental health services’ means—

“(i) inpatient psychiatric hospital services, and
“(ii) inpatient ]:unpltal aemcea for an individual who is
an inpatient primarily for the diagnosis or treatment of

d)—
i 1 striking “and subsequen
(A'Jodlzf daysancflmung“asuhsequmpenodof%
a

subsequent extension period”,
) in h (2XB), by maertmg a subsequent
extension period” after “30-day period
(5) in subsection (e), by atnkmg post—hoapatal" and
(6) by striking subsections (f) and (g).

SEC. 102. DEDUCTIBLES AND COINSURANCE UNDER PART A.

Fﬂ:t?l);l 1813 (42 U.S.C. 1395¢) is amended—

(1) (8) of subsection (a) to
mgfznmggmgmmplm through on (



102 STAT. 686 PUBLIC LAW 100-360—JULY 1, 1988

Contracts.

“(1XA) Subject to subparagraph (C), the amount payable for in-
patient hospital services furnished to an individual during the
individual’s first period of hq:;;italization to begin during a calendar
year shall be reduced by a deduction equal to the inpatient hospital
deductible for that year or, if less, the charges imposed with respect
to such individual for such services, except that, if the custo
charges for such services are greater than the charges so im ;
such customary charges shall be considered to be the charges so
‘(B) For purposes of subparagraph (A), the term ‘period of hos-
pitalization’ means, with respect to an individual, the period begin-
ning on the first day the individual is furnished inﬁatient hospital
services and ending on the individual’s date of discharge (as estab-
lished by the Secretary for purposes of section 1886) from the
hospital (or, in the case of a transfer, hospitals) involved.

‘(C) In the case of an individual with respect to whom—

“(i) a period of hospitalization begins during December of any
calendar year,
**(ii) an inpatient hospital deductible is imposed with respect
to such period of hospitalization, and
“(iii) a period of hospitalization begins during January of the
following calendar year,
no inpatient hospital deductible shall be imposed with res toa
period of hospitalization beginning in January of such following
year (but such period of hospitalization shall not be taken into
account in determining the application of an inpatient hospital
deductible for any period of hospitalization beginning for such
individual after January 31 of such following year).

‘(D) If the Secretary terminates a contract under section 1876
during a year, no inpatient hospital deductible shall be imposed
during the remainder of the year in the case of an individual who
can demonstrate to the satisfaction of the Secretary that, during a
period of enrollment with the organization in the year, the individ-
ual was admitted to a hospital for inpatient hospital services for
which the organization was obligated to make payment under such
section.

“(2)(A) The amount payable to any provider of services under this
part for services furnished an individual shall be further reduced by
a deduction equal to the expenses incurred for the first three pints
of whole blooe&:l (or equivalent quantities of packed red blood cells, as
defined under regulations) furnished to the individual during each
calendar year, except that such deductible for such blood shall in
accordance with regulations be appropriately reduced to the extent
that there has been a replacement of such blood (or equivalent
quantities of ked red blood cells, as so defined); and for such
purposes blood (or :&mivalent quantities of packed red blood cells, as
so defined) furnished such individual shall be deemed replaced when
the institution or other person furnishing such blood (or such
equivalent quantities of packed red blood cells, as so defined) is
given one pint of blood for each pint of blood (or equivalent quan-
tities of packed red blood cells, as so defined) furnished such individ-
ual with res; to which a deduction is made under this sentence.

“(B) The deductible under subparagraph (A) for blood or blood
cells furnished an individual in a year s be reduced to the extent
that a deductible has been imposed under section 1833(b) to blood or
blood cells furnished the individual in the year.
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‘“3XA) The amount payable for extended care services furnished
anmdmdual(;l;oanycalendar m;hallhemﬁl;gﬁ_bythtgteoomﬂm
ance amount mulgated p or year) for
gachdat{le(befomthe%hday)mwﬁmmmishedmhserﬁm

year

“(B)BeforeSeptemberlofeachyaar(begmnmgmthl%S) the
Secretary shall estimate the national average per diem reasonable
cost under this title for extended care services which will
be in the succeeding calendar year.

“{C)TheSecmtaryahall,inSeptemherofeachyear[heginmng
with 1988) promulgate the coinsurance amount which shall apply to

extended care services furnished in the year. Such
amount shall be equal to 20 t of the na average per
diem cost estimated under tES(B)mthatyear If the
coinsurance amount determined under sentence is not

amulhpleofSOcenb.xtahallbemundedwtbeneamtmulh le of
500ent;a(or,1f1tmamulufleof%oenh!butnotamultlpleofm
cents, to the next higher m tlpleof{iﬁeents)" and

(2) by striking paragraph (3) of subsection (b).

SEC. 103. PART A PREMIUM FOR MEDICARE BUY-INS.

Subsection (d) of section 1818 (42 U.S.C. 1395i) is amended to read 42 USC 1395i-2.
as follows:

“(dX1) The Secretary shall, September of each year (begin-

nmgmtthSB),eatamatethe actuanalrateformontbsm
the Suchachmrmlmteahallbeone—twelﬂhofthe
amount which the estimates (on an average, per capita
baam)m tolOO tofthebeneﬁtsandadmmmh’ahvecoats

from the Federal Hospital Insurance Trust
thdforsemcesperformedandmlatedadmnmtrntmecostxm—
curred in the year with respect to individuals age 65 and
overwhowi].lbeentl to benefits under this part during that

“{2) mrSecretaryshall. during September of each year determine
and promulgate the dollar amount which shall be licable for
premiums for months in the following year. Such amount
shall be equal to the mon actuarial rate determined under
paragraph (1) for that following year. Any amount determined
underthemece&ngsentanoewhmhmnotamultlpleofﬂahallbe
rounded to the nearest multiple of $1 (or, if it is a multiple of 50
cents but not a multiple of $1, tothenexthghermultlpre of $1).

“(3) Whenever the Secretary promulgates the dollar amount Public
which shall be applicable as the mon premium under this information.
section, he shall, at the time such promulgation is announced, issue
a public statement setting forth the actuarial assumptions and bases
employed by him in arriving at the amount of an adequate actuarial
rate for individuals 65 and older as provided in paragraph (1).”.

SEC. 104. EFFECTIVE DATES, TRANSITION, AND CONFORMING AMEND-

MENTS.
(a) EFFEcTIVE DATE.— 42 USC 1395d
(1) IN GENERAL.—Except as paragraphs (2) and (3), note.

the amendments made by suhtltlasha]ltakeeﬂ'ecton
January 1, 1989, and shall ly
A to the inpatient ital deductible for 1989 and
years,
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42 USC 1395e
note,

42 USC 1395ww
note.

9(S%)toca.reandseﬂ!iceei’urniﬂhedonora_f.terJ.smuary 1,
(C) to premiums for January 1989 and succeeding months,
(D) to blood or blood cells furnished on or after January 1,

(2} Eumxnox OF POST-HOSPITAL REQUIREMENT FOR EXTENDED
CARE SERVICES.—The amendments made by this subtitle, insofar
as they eliminate the requirement (under section 1812(a)2) of
the Social Security Act) that extended care services are only
covered under title XVIII of such Act if they are post-hospital
extended care services, shall only apply to extended care serv-
ices furnished pursuant to an admission to a skilled nursing
facility occurring on or after Jan 1, 1989.
(b) HoLp HarmLEss Provisions.—In the case of an individual for
whom a of illness (as defined in section 1861(a) of the Social
Security as in effect on December 31, 1988) began before
Januar{ 1, 1989, and had not yet ended as of such date—
(1) the amendment e to section 1813(aX1) of such Act shall
not apply to services furmshed during that spell of illness
during 1989 or 1990, and
(2) the amount of any deductible under section 1813(a)2) of
such Act (as amended by this subtitle) shall be reduced during
that spell of illness during 1989 or 1990 to the extent the
deductible under such section was applied during the spell of

(¢) ApJjusTMENTS IN PAYMENTS FOR INPATIENT HoOSPITAL SERV-
ICES.—

(1) PPS nosprraLs.—In adjusting DRG prospective payment
rates under section 1886(d) of the Social Security Act, outlier
cutoff points under section 1886(dX5XA) of such Act, and
weighting factors under section 1886(dX4) of such Act for dis-

charges occurring on or after October 1, 1988, the Secretary of
Health and Human Services shall, to the extent appropriate,
take into consideration the reductions in payments to hospitals
by medicare beneficiaries resulting from the elimination of a
day limitation on medicare inpatient hospital services (under
the amendments made by section 101),

(2) PPS-exEMPT HOSPITALS.—In adjusting target amounts
epoiiing paisds baginsing on o after Otobie: L, 1965, (s
re| periods on or r r e

shall, on a hospital-specific basis, take into consider-
ation the reductions in payments to hospltals by medicare
beneficiaries resulting from the elimination of a day limitation
on medicare inpatient hospital services (under the amendments
made by section 101).
(d) MisCELLANEOUS CONFORMING AMENDMENTS.

(1) Section 1811 (42 U.S.C. 1395¢c) is amended by striking
“hospital, related post-hospital” and inserting “inpatient hos-
pital services, extended care services”

2) Sectwn 1814 (42 U .S.C. 1395f) is amended—

atx('%nlgn Low'y pb&@)(B)h a.u]g’e (ﬁg of subsection (a), by
“ ” eac it appears;
(B) in subsection (a)}2)B), striking “, for any of the
conditions” and all that follows up to the semicolon;
(C) in subsection (a}XTXA)—
(i) by striking “and” at the end of clause (i),
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(i) by stnkmg the semicolon at the end of clause (ii)
and inserting “, and”, and
(iii) by addmg at the end the following new clause:
“(iii) in a subsequent extension period, the medical
director or physician described in clause @XID
recertifies at the beginning of the period that the
individual is terminally ill;"’; and
(D) in)s%baection (d)(3é; 2 g P
i) by striking “ rcent” and “80 percent” an
inserting “100 percent’Pe both placea, and
(ii) by striking “two-thirds of”.
(3) Section 18320:) (42 U.S.C. 1395k(b)) is amended by striking
“‘gpell of illness’,” and the comma before “and”.
4) Secta(A) on m U. l?sgct 1395(1; is amended—
su ion (a);
(B) in subsection (e)—
(i) in the matter before paragraph (1), by striking
“paragraph (7) of this subsectmn, and subsection (i) of
this section” and inserting “and paragraph (7) of this
subsection”,
(i) in the third sentence, by striking “gsection
1814(f)X2), and subsection (i) of this section” and insert-
ing “and section 1814(f)2)”,
(iii) in the fifth sentence, by striking “, except for
purposes of subsection (a)2),”, and
(iv) by st.nkmg the second sentence;
(C) by striking subsection (i);
(D) in subsections (v)(l)(G)(lJ (vX2XA), and (vX3), by strik-
ing “post-hospital” each place it appears; and
(E) in subsection (y)—
(i) by striking “Post-Hospital” in the heading and by
striking “post-hospital” each place it appears,

(ii) in paragraph (1), by striking “(except for purposes
of(s u) - (a)(2);a (2) and (3), by striking 11 of

iii) in ap an , by “gpell o
illness” an spe " each place either appears and
inse “y

(iv) in parag;aph (2XA)Xi), by striking “30 days” and
inse

(v) in ph @), by striking “one-eigh ” and all

that follows through Slst day’ and inserting “the
coinsurance amount established under section
1813(a)(3)(C) for each day before the 46th day”, and

83'6( paragraph (4).
(5 Sectlon 1866(d) (42 U.S.C. 1395cc(d)) is amended by striking
“post-hospital” each place it appears.
(6) Subsections (d)X1) and (f) of section 1883 (42 U.S.C. 1395tt)
are amended by striking “post-hospital” each place it appears.

Subtitle B—Supplemental Medicare Premium

SEC. 111. IMPOSITION OF SUPPLEMENTAL MEDICARE PREMIUM.
(a) GeneraL RuLe.—Subchapter A of chapter 1 of the Internal

Revenue Code of 1986 (relating to determination of tax liability) is
amended by adding at the end thereof the following new part:
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L “PART VIII—-SUPPLEMENTAL MEDICARE
PREMIUM
“Sec. 59B. Supplemental medicare premium.
26 USC 59B. “SEC. 59B. SUPPLEMENTAL MEDICARE PREMIUM.

“(a) ImposrrioN or PrEmium.—In the case of an individual to
whom this section applies, there is hereby imposed (in addition to
any other amount imposed by this subtitle ]foreachtaxabt?czea.ra
supplemental premium equal to the annual premium for such year
determined under subsection (c).

“(b) InpivipuaLs Sussect TO PremMruM.—This section shall apply
to an individual for a.u! taxable year if—

“(1) such individual is a medicare-eligible individual for more
than 6 full months beginning in the taxable year, and

“(2) such individual’s adjusted income tax liability for the
taxable year equals or exceeds $150.

“(c) DETERMINATION OF AMOUNT OF SUPPLEMENTAL PREMIUM.—
For purposes of this section—

“(1) In GENERAL.—Except as otherwise provided in this
subsection, the annual premium determined under this subsec-
tion with respect to any individual for any taxable year shall be
equal to the product of—

‘4A) the supplemental premium rate determined under
subsection (d) or (e) (whichever applies) for the taxable year,
multiplied by

“(B) the amount determined by dividing—

“(i) the individual’s adjusted income tax liability for
the taxable year, by

“(id) $150.

“(2) LIMITATION ON ANNUAL PREMIUM.—

“(A) Yeazrs BEFORE 1994.—In the case of any taxable year
beginning before 1994, the annual premium determined
under this subsection with respect to any individual shall
go;l exceed the limitation determined under the following

e:
“In the case of taxable

years beginning in: The limitation is:

1989

1990

1991

1992

1993 1,050.

“(B) YEARS AFTER 1993.—In the case of any taxable year
beginning in a calendar after 1993, the annual pre-
mium determined under this subsection with respect to any
individual shall not exceed—

“(i) the l.i;.nitaﬁon ;vhmh would be in ?H:chte under this
paragraph for taxable years beginning in the preceding
calendar year without regard to the last sentence of
this subparagraph, increased by

“(ii) the percentage (if any) by which—

“0) the medicare-part B value for the 2nd
preceding ear, exceeds
‘(1) such value for the 3rd preceding calendar

year.

$2%8
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If the limitation determined under the preceding sentence

is not a multiple of $50, such limitation shall be rounded to
the nearest multiple of $50.

“C)menvl?m—- _— . (B

“G GENERAL.—For subparagrap

the term * medmpartﬁes wlthmpectto

any calendar year, anamuuntequaltotheexoeasof—-

“(I)theawragapareapltnpanBouthyafort}w

“(ID 12 times the monthly premium for months
in such calendar year under section
18390fmchAct(mthuutregardtomhsectmns(b)
(), (gX4), and (gX5) thereof).

““(i1) n?vmcl ul)',l:he CAPITA PART B omm—-t-ft;raftuﬁ
poses of clause term ‘a per capi
outlays’ means, with respect ‘mﬁ:ndar

“(I}theouﬂaysunderpartBofhtleKVlI[nfthe
Social Security Act for the year, divided

‘I the a number of individ covered
under such part during the year.

In“(m) mthe Emrggn COVERED OmAth(llBt;ﬂs t_h
applying under subparagrap wi
to taxable years manymlanda.ryear

bafoml%&forpurpoees this sub

“() the term ‘outlays’ does not ude outlays
fwmredmtmtdmgs(asdeﬁnedmm
1861(!‘.}(2) of the Secunty Act), and

“(ID the premium shall be computed

underclause(l)(ll)emludmgpmmumsundaraee-
tion 1839%(g) of such Act attributable to the
prescription mnnthlypremmm.

“(3) Taeres.—The ann premium shall be determined
under tables which shall be ibed by the Secretary. Such
tables shall be based on the ing provisions of this subsec-
tion; except that such tables may have adjusted income tax

liability brackets of less than $150.
“(d) DETERMINATION OF SUPPLEMENTAL PREMIUM RATE FOR YEARS

Berore 1994.—In the case of any taxable year before
1994, the supplemental premium rate determined this subsec-
tion shall be the sum of the catastrophic mrgeptemumrateand

the prescription drug premium rate determined under the following

“lnl.beclleoflnytlnhk The catastrophic coverage The prescription drug

year beginning in: premium rate is: pren.illm rate is:
1989 $22.50
1990 27.14 310.38
1991 30.17 8.83
1992 30.55 9.95
1993 29.56
“e) SuPPLEMENTAL PrEMIUM RATE FOR Ynns AFTER 1993 —
_ “(1) In gENERAL—In the case of any
(2) in a &endar year ;ﬂier 1993, except as
supplemen premium rate determmed under
subsection shall be the sum of—

“(A) the catastro wveragegremumrate(whlch
wuldbemeﬁectl:xh;:wderthm for taxable years
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u(3)
PREMIUM RATE.—

PUBLIC LAW 100-360—JULY 1, 1988

ﬁmm.ng in the preceding calendar 5:.1-&’. if paragraph (2)
not apply to any preceding calendar year) adjusted by
the percentage determined under paragraph (3) for the
calendar year in which the taxable year begins, and

. “(B) the prescription drug premium rate (which would be
in effect under this section for taxable years beginning in
the ing calendar year if parag‘rap{: (2) did not apply
to any pr ing calendar year) adjusted by the percentage
determined under paragraph (4) for the calendg year in
which the taxable year begins.

“(2) SUPPLEMENTAL PREMIUM RATE CANNOT GO DOWN, AND
CANNOT GO UP BY MORE THAN $1.50.—

“(A) IN GENERAL.~In no event shall the supplemental
premium rate determined under this subsection for any
taxable year beginning in a calendar year after 1993—

‘(i) be less than, or

“(ii) exceed by more than $1.50,
the supplemental premium rate in effect under this section
for taxable years beginning in the preceding calendar year.

“B) DETERMINATION OF COMPONENT RATES WHERE
SUBPARAGRAPH (A) APPLIES.—If subparagraph (A) affects
the supplemental premium rate determined under this
subsection for taxable years beginning in any calendar
year, the supFlemental premium rate determined after the
application of subparagraph (A) shall be allocated between
the catastrophic coverage premium rate and the prescrip-
tion drug premium rate on the basis of the respective
amounts of such rates without regard to the application of
sul:ig-agraph (A).

CENTAGE ADJUSTMENT FOR CATASTROPHIC COVERAGE

“(A) IN ceNERAL.—The percentage determined under this
paragraph for any calendar year shall be the sum of—

‘(i) the outlay-premium percentage, and

“(ii) the reserve account percentage.

For pu of the preceding sentence, negative percent-
ages s be taken into account as negatives.
“(B) OUTLAY-PREMIUM PERCENTAGE.—

“(i) IN GENERAL.—Except as otherwise provided in
this subparagraph, the outlay-premium percentage for
any calendar year is—

“(I) the percentage by which the per capita cata-
strophic outlays in the 2nd preceding calendar
year exceed such outlays in the 3rd preceding cal-
endar year, reduced (including below zero)by

“(II) the percentage by which the per capita
catastrophic cove premium liability for the
2nd preceding cal;ralsz.r exceeds such liability
for tﬂe 3rd preceding calendar year (determined as

if the catastrophic coverage premium rate for the

2nd pmg%dingfca]fhna : were ﬂ::l sag::r as th)a

rate in effect for preceding calendar year).
If there is no excess described in subclause (I) or (II),
such subclause shall be applied by substituting ‘is less
than’ for ‘exceeds’ and the percentage determined with
such substitution shall be taken into account as a
negative percentage.
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‘Yii) ADJUSTMENT FOR MORE RECENT INCREASES IN
COST-OF-LIVING.—If—

“(I) the percentage increase in the CPI for the 12-
month period en with May of the preceding
calendar yaar. (or is less than)

“(II) such increase for the 12-month period
ending with May of the 2nd preceding calendar

by at least 1 ntage point, the percentage deter-
mined under clause (i) for the calendar year shall be
adjusted up (or dowm respectively) by % of the amount
by which such excess (or shortage, respectively) exceeds

1 t.
“(C)mvn ACCOUNT PERCENTAGE.—

“(i) In GENERAL.—The reserve account E:roentage for
any calendar year is the percentage which the rate

determined under clause (ii) is of the cata-
strophic coverage premium rate which would be m
effect under this section for taxable years

thepmuedmgcalendaryear:fpamgmh()dldnot

apply to any calendar y there is an
excess rtmn er clause (iii), the percentage
determined under preceding sentenee shall be

taken into account as a negatlve percentage.

“(ii)) DETERMINATION OF RATE CHANGE.—The rate
change determined under this clause for any calendar
year is the adjustment in the catastrophic coverage

remium rate (otherwise in effect for taxable years
in the 2nd calendar year) thch

the Secretary determines d have resulted in an
te increase (or decrease) in the premiums im-

E this section for such taxable years equal to 63

percent of the shortfall or excess determined under

clauae (iii) for the calendar year.

“(iii) DETERMINATION OF SHORTFALL OR Excess.—The
shortfall (or excess) determined under this clause for
any calendar year is the amount by which—

“I 20 percent of the outlays during the 2nd
preceding calendar year from the Medicare Cata-
stmﬁluc Coverage Account created under section

of the Social Security Act, exceeds (or is less

“(1]) the balance in such Account as of the close
of such 2nd preceding calendar year (determined
by taking into account previous premium increases
by reason of the reserve account percentage under
this subsection or by reason of section 1839(gX2) of
the Social Secunt.y Act but not credited to the

Account).
“D) Dml'mmons—For purposes of this paragraph—
‘i) PER CAPITA CATASTROPHIC OUTLAYS.—The term
‘per g‘nta catastrophic outlays’ means, with to
, the amount (as determined by the

th and Human Services) ual to—

the outlays clurmg such yaa.r from Medi-

care Catast:roph.lc rﬁ Account created under
section 1841B of the Social Security Act, divided by
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“(II) the average number of individuals entitled
to receive benefits under part A of title XVIII of
the Social Security Act during such calendar year.

“(ii) PER CAPITA CATASTROPHIC COVERAGE PREMIUM
LiABILITY.—The term ‘per capita catastrophic coverage
premium liability’ means, with to any calendar
year, the amount (as determined by the Secretary)
equal to—

“(D the aggregate premiums imposed by this
section for taxable years begmm.nﬁ in such cal-
endar year to the extent attributable to the cata-
stm(rﬁl;ic coverage premium rate, divided b

‘“(II) the number of individuals who pre-
mium liability under this section for such taxable
years.

“(i1i) PERCENTAGE INCREASE IN cPL—The pementaﬁ:
increase in the CPI for any 12-month period shall
the percentage by which the Consumer Price Index (as
defined in section 1(fX5)) for the last month of such
period exceeds such Index for the last month of the

preceding 12-month period.

“4) PERCENTAGE ADJUSTMENT FOR PRESCRIPTION DRUG PRE-
MiUM RATE.—The percentage determined under this paragraph
2131; a:ﬂ calendar year shall be determined under rules similar to

es of paragraph (3); except that—

“(A) in determining the prescription drug premium rate
for any calendar year before 1998, the following percent-
ages shall be s ituted for 20 percent in paragraph
(SXCXiiiXD):

“In the case of calendar year: The percentage is:
1994 15
1995 50
1996 25
1997 25,

“(B) no adjustment by reason of the outlay-premium
percentage shall be made for any calendar year before 1998,

“(C) any reference to the Medicare Catastrophic Coverage
Account shall be treated as a reference to the Federal
Catastrophic Drug Insurance Trust Fund, and

“(D) any reference to the catastrophic coverage premium
rate shall be treated as a reference to the prescription drug
premium rate.

“(f) DEFINTTIONS AND SPECIAL RULES.—

“(1) MEDICARE-ELIGIBLE INDIVIDUAL.—For purposes of this sec-
tion—

‘“(A) In Gm—-Ext:ﬂt as otherwise ided in this
paragraph, the term ‘m 'careel.igible individual’ means,
with respect to any month, any individual who is entitled to
(or, on application without yment of an additional
premium, would be entitled to) benefits under A of
title XVIII of the Social Security Act for such month.

“(B) ExceptioNs.—The term ‘medicare-eligible individual’
shall not include for any month—

“(i) any individual who is entitled to benefits under
part A og title XVIII of the Social Security Act for such
month solely by reason of the payment of a premium
under section 1818 of such Act, or
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“(ii) any qualified nonresident.

“(2) SPECIAL RULES FOR JOINT RETURNS.—In the case of a joint
return—

‘“(A) WHERE PREMIUM APPLIES TO BOTH SPOUSES.—If both
spouses meet the requirements of subsection (b)X1) for the
taxable year—

“(i) such spouses shall be treated as 1 individual for
purposes of applying this section, except that

“(ii) the limitation of subsection (cX2) shall be twice
the amount which would otherwise apply.

“(B) WHERE PREMIUM APPLIES TO ONLY 1 SPOUSE.—If only 1
spouse meets the requirements of subsection (bX1) for the
taxable year—

“() this section shall be applied separately with
respect to such spouse, and
“(i1) the adjusted income tax liability of such spouse
shall be determined under paragraph (4)—
“I) by taking into account one-half of the income
taxliabﬂii&ydeterminedwithreapectbothejoint
an
‘(I) by taking into account under clause (ii) of
paragraph (4XC) only amounts attributable to such
spouse.

“(3) SEPARATE RETURNS BY MARRIED INDIVIDUALS.—If an
individual is married as of the close of the taxable year (within
the meaning of section 7703) but does not file a joint return for
the taxable year and such individual does not live apart from
his spouse at all times during the taxable year—

“(A) the limitation of subsection (cX2) shall be twice the
amount which would otherwise apply if both the individual
and the spouse of the individual meet the requirements of
subsection (b)X1) with respect to the calendar year in which
the taxable year begins (determined without regard to
mhparsgraph (B) of this paragraph),

“(B) if such individual does not otherwise meet the
requirements of subsection (bX1), such individual shall be
treated as meeting the requirements of subsection (bX1) for
the taxable year if the spouse of such individual meets such
requirements with respect to the calendar year in which
the taxable year begins, and

“(O) in applying subparagraph (C) of paragraph (4)—

“(i) the dollar limitation of clause (i) thereof shall be
% of the amount which applies to a joint return where
bdah spouses meet the requirements of subsection (b)1),
an

“(ii) the individual shall be deemed to receive social
security benefits during the taxable year in an amount
not less than % of the aggregate social security benefits
received by such individual and his spouse during the
taxable year.

“(4) ApJusTED INCOME TAX LIABILITY.—For purposes of this

“_(AJINGm—-Theterm‘ j income tax liabil-
ity’ means an amount equal to income tax liability,
reduced by the excess (if any) of —



102 STAT. 696

PUBLIC LAW 100-360—JULY 1, 1988

“(i) 15 percent of the governmental retiree exclusion
amount (if any) determined under subparagraph (C) for
the taxable year, over

“(ii) the amount of the credit allowable under section
22 for the taxable year.

“(B) IncoME TAX LIABILITY.—The term ‘income tax liabil-
ity’ means—

‘(i) the tax im by this chapter (determined
without regard to this section), reduced by

‘(i) the credits allowed under part IV of this sub-
cha (other than under sections 31, 33, and 34).

“(C) GOVERNMENTAL RETIREE EXCLUSION AMOUNT.—The
governmental retiree exclusion amount for any taxable

is the lesser of—

“(i) $6,000 ($9,000 in the case of a joint return where
both spouses meet the requirements of subsection (b)1)
for the taxable year), or

“(ii) the amount which is received as an annuity
(whether for a period certain or during 1 or more lives)
under a governmental plan (as defined in the 1st sen-
tence of section 414(d)) and which is includible in gross
income under section 72 for the taxable year.

The amount determined under the preceding sentence shall
be reduced by the social security benefits (as defined in
section 86(d)) reoewed during the taxable year.

“(D) INpEXING.—In the case of any taxable year begin-
ning in a calendar year after 1989, subparagraph (C)(l) shall
be applied by substituting for each dollar amount contained
in such sub ph an amount equal to—

“(i) the dollar amount which would be in effect under
subparagraph (C)i) for taxable years beginning in the
preceding calendar year without regard to the last
sentence of this subparag‘raph in y

“(ii) the cost-of-living adjustment determined under
section 215() of the Socm.l ity Act for the calendar
year in which the taxable year begins.

Any amount determined under the preceding sentence
shall be rounded to the nearest multiple of $50.

“(5) QUALIFIED NONRESIDENT.—

‘A) In gENERAL.—For purposes of paragraph (1), the
term ‘qualified nonresident’ means, with to any
month during the taxable year, any individual if—

“(i) such imiividmaiY is not furnished during such
taxable year or any of the 4 preceding taxable years
any service for which a claim for payment is made
under part A of title XVIII of the Social Security Act,

“(ii) such individual is not entitled to benefits under
part B of title XVIII of the Social Security Act at any
time during such taxable year or any of the 4 preceding
taxable years, and

‘(iii) such individual is present in a foreign country
or countries for at least 330 full days during—

“(I) the 12-month period ending at the close of
the taxable year, and

“(Tl) each of the 4 consecutive preceding 12-
month periods.
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‘/(B) SPECIAL RULE FOR INDIVIDUALS WHO DIE DURING THE
TAXABLE YEAR.—An individual who dies during the taxable
aha]]betreatedasmeehngthereqmrementof
mbpamgraph (AXiiiXD if such individual is present in a
foreign country or countries for at least a number of full
days equal to 90 percent of the days during such taxable
year before the date of death.
“(G) COORDINATION WITH OTHER PROVISIONS.—

“(A) NoT TREATED AS MEDICAL EXPENSE.—For purposes of
section 213, the supplemental premium imposed by this
sechonforanytaxahleyearshallnotbetreatedasan
e for medical care.

‘(B) OT TREATED AS TAX FOR CERTAIN PURPOSES.—The
supplemental premium imposed by this section shall not be
treated as a tax imposed by this chapter for purposes of

d AR
‘(i) the amount of any credit allowable under this

chapter, or
“(ii) the amount of the minimum tax imposed by

section 55.

“C) TREATED AS TAX FOR SUBTITLE F.—For purposes of
subtitle F, the supplemental premium imposed by this sec-
tion shall be treated as if it were a tax imposed by section 1.

‘(D) SecTION 15 NOT TO APPLY.—Section 15 shall not apply
to the supplemental premium imposed by this section.

“(7) SEcTION NOT TO Arrncr LIABILITY TO POSSESSIONS, ETC.—
This section shall not ap%y for purposes of determining liability
to any possession of the United States. For purposes of sections
932 and 7654, the supplemental premium imposed by this sec-
tion shall not be treated as a tax imposed by this chapter.

“(8) SHORT TAXABLE YEARS.—In the case of a taxable year of
less than 12 months, this section shall be applied under regula-
tions prescribed by the Secretary.”

(b) INFORMATION REPORTING.—

Q) Subsectlon (a) of section 6050F of such Code is amended by 26 USC 6050F.
striking “and” at the end of paragraph (1), by redesignating
paragraph (2) as paragraph (3), and by inserting after paragraph
(1) the following new paragraph:

“(2) whether any individual meets the requirements of section
59B(b)1) with respect to the calendar year (determined without
regard to section 59B(f(1XBXii)), and”.

2 Sectinn 6050F(b) of such Code is amended—

(A) by inserting “o mahng t.he determination under
subsection (aX2)” aﬂ;er ‘payments” in paragraph (1), and

(B) by inserting “and the information required under
subsection (a)2),” after “reductions,” in paragraph (2).

(3) Section 6050F(c)X1XA) of such Code is amended by inserting

“a.nd the information required under subsection (aX2)” after
“section 86(d)1XA)”.
(c) CLEricAL AMENDMENT.—The table of parts for subchapter A of
chapter 1 of such Code is amended by adding at the end thereof the
following new item:

“Part VIIL Supplemental medicare premium.”
(d) ANNOUNCEMENT OF SUPPLEMENTAL PREMIUM RATE.—In the 26 USC59B note.
case of calendar year 1993 or any calendar year thereafter—



102 STAT. 698 PUBLIC LAW 100-360—JULY 1, 1988

26 USC 59B note,

42 USC 13956i-1a.

(1) not later than July 1 of such calendar year, the Secretary
of the Treasury or his delegate shall make an announcement of
the estimated supplemental premium rate under section 59B of
the Internal Revenue Code of 1986 for taxable years beginni
in the following calendar , and

(2) not later than r 1 of such calendar year, the Sec-
retary of the Treasury or his delegate shall make an announce-
ment of the actual supplemental premium rate under such
section for such taxable years.

(e) EFFECTIVE DATE.—

(1) IN GeNERAL.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1988.

(2) WAIVER OF ESTIMATED TAX REQUIREMENT FOR YEARS BEGIN-
NING IN 1989.—In the case of a taxable year beginning in 1989,
the premium imposed by section 59B of the Internal Revenue
Code of 1986 (as added by this section) shall not be treated as a
tax for purposes of applying section 6654 of such Code.

SEC. 112. ESTABLISHMENT OF FEDERAL HOSPITAL INSURANCE CATA-
STROPHIC COYERAGE RESERVE FUND.

(a) In GENERAL.—Part A of title XVIII is amended by inserting
after section 1817 the following new section:

“FEDERAL HOSPITAL INSURANCE CATASTROPHIC COVERAGE RESERVE
FUND

“Sec. 1817A. (a)X1) There is hereby created on the books of the
'I'reaa:lvoftheUnitedStatesatnmtfundtobeknownasthe
‘Federal Hospital Insurance Catastrophic Covem%geReeem Fund’
(in this section referred to as the ‘Reserve Fund’). Reserve Fund
shall consist of such gifts and bequests as may be made as provided
in section 201(iX1) and amounts appropriated under paragraph (2).

“(2) There are hereby appropriated to the Reserve Fund, from the
supplemental premiums imposed by section 59B of the Internal
Revenue Code of 1986 attributable to the supplemental catastrophic
premium rate, amounts equivalent to 100 percent of the amount of
outlays made under this part attributable to the amendments made
by the Medicare Catastrophic Coverage Act of 1988. The amounts
appropriated by the preceding sentence shall be transferred from
time to time (not less frequently than monthly) from the general
fund in the Treasury to the Reserve Fund, such amounts to be
determined on the basis of estimates by the Secretary of the Treas-

of the premiums, specified in the ing sentence, paid to or
dugositedintothe and on the basis o outlays,h:ﬁeciﬂedin
the previous sentence, e; and proper adjustments s| be made

in amounts subsequently transfe to the extent prior estimates
were in excess of or were less than the appropriate amounts speci-
fied in such sentence. At the close of each year, the transfers under
thi’pﬁ?"wm”-"'“"' et 1ok the Teatay T i poaw, | thla pary
gra or deposited in in the year.

*(3) With respect to monies transferred to the Reserve Fund, no
transfers, authorizations of appropriations, or appropriations are
permitted.

“(b) The provisions of subsections (b) through (e) of section 1817
shall apply to the Reserve Fund in the same manner as they apply
to the Federal ital Insurance Trust Fund, except that the Board
of Trustees and ing Trustee of the Reserve Fund shall be
composed of the members of the Board of Trustees and the Manag-
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iFl‘]ugn d’Itrust.ee respectively, of the Federal Hospital Insurance Trust

“(c)Inthmpart,mthrespecttotheResemIﬁmd the terms

ou and ‘receipts’ mean, with res to a quarter or other
grosaoutlaysandrmpta,assuc terms are employed in the

ont Treasury Statement of Receipts and Outlays of the United
States (xrovemment (MTS)', as published by the De ent of the
’I&'easury for months in such quarter or other

) INTEREST ADJUSTMENT.—In July 1990, the Secretary of the 42 USC 1395i-1a

Treaauty shall calculate the interest lost to the Federal Hospital note.
Insurance Catastrophic Coverage Reserve Fund due to the lag be-
tween the outlays (attributable to the amendments made by this
Act) from the Federal Hospital Insurance Trust Fund during 1989
and the made to such Reserve Fund to cover such outla;
Appropriations under section 1817A(aX2) of the Social Security
(as inserted by subsection (a)) shall include the amount calculated
under the previous sentence.

SEC. 113. STUDY OF TAX INCENTIVES FOR PURCHASE OF COVERAGE FOR
LONG-TERM CARE.

(a) IN GENERAL.—The Secretary of the Treasury (in this section

referred to as the “Secretary’ ) ahall conduct a study of Federal tax

licies to promote the ing of long-term care (as
ed in subsection (d}) shall identify alternative meth-

ods of creating incentives, thro the tax system, to encou
individuals to purchase insurance for long-term care. The

study shaila]soconmderthecosttotbe nited States Treasury and
the potential benefits to consumers, including whether the incen-
tives would benefit all or most of the population requiring protec-
tion.

(b) ConsurtaTiON.—The Secretary shall conduct the study re-
quired by subsection (a) in consultation with representatives of the
insurance industry, providers of long-term care, and consumers.

(c) ReporT.—The shall report the results of the study

required by subsection (a) to the Congress not later than November
30 1988, ther with the Secretary’s recommendations for any
changea in Federal law that the determines to be appro-
priate to promote the private financing of long-term care.

(d) LoNG-TERM Cm DEFINED. —For purposes of this section, the

term “long-term care” includes care and services provided bgonurs—
ﬁl homes, home health agenclea, and other mechanisms
very of long-term care services.

TITLE II—PROVISIONS RELATING TO
PART B OF THE MEDICARE PROGRAM
AND TO MEDICARE SUPPLEMENTAL
HEALTH INSURANCE

Subtitle A—Expansion of Medicare Part B
Benefits

SEC. 201. LIMITATION ON MEDICARE PART B COST-SHARING.
(a) In GEnErAL.—Section 1833 (42 U.S.C. 1895]) is amended—
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Contracts.

(1) in (g)uh:;ction (c)— 3
striking “subsections (a) and (b)” and inserting
“subsection (a) through (c)”,
(B) by redesignating paragraphs (1) and (2) as subpara-
Phs (A) and (B),

graph’? striking “this subsection” and inserting “this para-

(D) by st:nkmg “(c)" and inserting ‘“(dX1)”;
(2) by redesignating subsection (d) as paragrap h (2
(3) in subsection (g), by striking “(a) and (b)"’ and inserting “(a)
through (c)”’; and
(4) by msertmg after subsection (b) the following new subsec-

tion.

“(eX1) Nommwm (a) anEl (b‘)i 1i§n a:d individual hal:
incurred out-of-pocket ahanng as de in paragrap
(2) in a calendar year (beginning with 1990) in an amount equal to
the part B catastrophm limit (established under paragraph (3)) for
the year, payment under this part with respect to any additional
incurred expenses in the calendar shall be made as if—

“(A) the deduction d in the second sentence of subsec-
tion (b) (relating to blood) no longer apphed, and
“(B) t‘l f?ﬂt and ‘0 percent lw:me zl;lubslg‘t;gted ﬂfeur ‘80
pemen’an percent’, reapectwey,eac p either ap-
in subsections (a) and (iX2), in sections 1834(a)X1)A),
1834(6)(1)(0) 183503)(2) and 1866(a)(2)(A), and in subsections
(bX2) and (bX3) of section 1881, except as such provisions may
apply to in-home care.

“(2) In this subsection, the term ‘out-of-pocket part B cost sharmg'
means, with respect to an individual covered under this part, the
ﬁoumx of expenses that the individual incurs that are attributable

“(A) the deductions established under subsection (b), and
“(B) the difference between the payment amount roﬂded
under this part and the ent amount that woul
vided if ‘100 percent’ and ‘0 percent’ were substituted for ‘30
percent and ‘20 percent’, respectlvely, each place either ap-
in subsections (a) and ( in sechons 1834(a)1XA),
7834(eX1XC), 1835(X2), and 1866(ﬂ5(2)(A) and in subsections
(bX2) and (bX3) of section 1881.
"(3J(A) The part B catastrophic limit for 1990 is $1,370. The part B
dej:hxchmltforanysucceedmgyearahaﬂbesuchanamount
the nearest multiple of $1) as the Secretary estimates
wﬂlreault,mthatsucoeedmg year, in 7 percent of the average
number of individuals enrolled undar this part (other than individ-
uals enrolled with an eligible organization under section 1876 or an
organization described in subsection (a)}1XA)) during the year be-
coming entitled to benefits under this subsection.

‘B) Not later than September 1 of each year (beginning with
1990), the Secretary shall promulgate the part B catastrophic limit
under this paragraph for the succeeding year.

“/(4) In the case of an organization receiving payment under clause
(A) of subsection (aX1) or under a reasonable cost reimbursement
contract under section 1876, in applying paragraph (1), the Sec-
retary shall provide for an appropriate adjustment in the payment
amounts otherwise made to reflect the aggregate increase in pay-
ments that would otherwise be made with respect to enrollees in
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such an organization if payments were made other than under such
clause or such a contract on an individual-by-individual basis.

“(5XA) Except as provided in sub ph (B), expenses incurred
by a medicare beneficiary for out-of-pocket B cost-sharing shall
be counted (consistent with subparagraph (C)) whether or not, at the
time the expenses were incurred, the beneficiary was enrolled in a
plan under section 1833(aX1XA) or under section 1876. In this para-
graph, with respect to a medicare beneficiary enrolled in such a
plan, the term ‘out-of-pocket part B cost-sharing’ includes
deductibles and coinsurance under the plan for items and services
covered under this part.

“(B) In the case of a medicare beneficiary enrolled in a month in a
buy-out plan (as defined in subparagraph (D))—

“(1) expenses incurred by the beneficiary for items and serv-
iwakreimbursﬁad under the ;;}an shall not ltge treated lils(ﬁutl;of-

et part coat-sharmg or purposes of paragrap , but

“(u) the beneficiary is deemed to have incurred, for each
month of such enrollment, expenses for out-of-pocket part B
cost-sharing in an amount equal to the actuarial value (with
respect to a month in the year involved) of the deductible and
coinsurance amounts under part B (as computed by the Sec-
retary for purposes of section 1876(e)(1), other than with respect
to covered outpatient drugs) applicable on the average to
individuals in the United States.

“(C) The Secretary may not enter into a contract with an Contracts.
organization under section 1876, or provide for payment under
section 1833(a)X1XA) with respect to an organization, with respect to
a plan that is not a buy-out plan, unless the organization provides
assurances, satisfactory to the Secretary, that—

“(i) the organization will maintain and make available, for its
enrollees and in coordination with the appropriate carriers
under this part, an accounting of expenses incurred in each
year under the plan for out-of-pocket part B cost-sharing (as
defined in subparagraph (A)); and

“(ii) the organization will not undertake to charge a bene-
ficiary during a year for services for which payment may be
made under this part (other than for covered outpatient drugs)
after the individual has incurred (whether through the
organization or otherwise) out-of-pocket part B cost sharing in
the year in an amount equal to the part B catastrophic limit
established under paragraph (1) for the year.

“(D) In this paragraph, the term ‘buy-out plan’ means a plan
under section 1833(aX1XA) or offered by an organization under
section 1876 and with respect to which—

“(i) the actuarial value of the coinsurance and deductibles
under the plan with respect to benefits (other than covered
out;tp:yt)lent drugs) under this title (as determined by the Sec-

is less than 50 percent of—

“(ii) the actuarial value of the coinsurance and deductibles for
such benefits for all medicare beneficiaries (as determined by
the Secretary) applicable on the average to individuals in the
United States.

“(E) In this subsection, the term ‘medicare beneficiary’ means,
with respect to a month, an individual covered for benefits under
this part for the month.”.
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(b) LnaratioN oN CHarGes WHEN CarastropHic Limrr
Reacuep.—Section 1866(a)2XA) (42 US.C. 1395cc(aX2XA)) is
amended by adding at the end the following new sentence: “A
provider of services may not impose a c under the first sen-
tence of this subparagraph for services for which payment is made
E: % tg;gﬂder pursuant to section 1833(c) (relating to catastrophic

n

(c) Norice ror BENEFICIARIES REACHING CATASTROPHIC LImrT.—
Section 1842(bX3) (42 U.S.C. 1395u(b)3)) is amended—

(1) by striking “and” at the end of subparagraph (G),

(2) by inserting “and" at the end of aubparagraph (H), and

(3) by inserting after subparagraph (H) the following new
subparagraph:

“I) will pronde each individual, who is determined to have
incurred (or has had paid on the individual’s behalf) sufficient
oubofpocketpanﬂcmtshamgmacalendarga:toquahfy
for payment for additional incurred e made pursu-
ant to section 1833(c), with a notice that states that the individ-
ual has reached the part B catastrophic limit on out-of-pocket
cost sharing for the year;”.

(d) CONFORMING AMENDMENT.—The second sentence of section
1866(a)X2)A) (42 U.S.C. 1395cc(a)2XA)) is amended by striking
“1833(c)” and inserting “1833(dX1)".

SEC. 202. COVERAGE OF CATASTROPHIC EXPENSES FOR PRESCRIPTION
DRUGS AND INSULIN.

(a) DescrrpTiON OF CovERED OUTPATIENT DRUGS.—Section 1861 (42
U.S.C. 1395x) is amended—
(fl;)uby amending subparagraph (J) of subsection (sX2) to read
as follows:
‘:1{:'1] eo;ered outpatient drugs (as defined in subsection (1));
and”, an
(2) in subsection (t)—
( ()4(&5])”1;3' inserting “and paragraph (2)” after “subsection
(B) by inserting “(1)”’ after “(t)”’, and
(©) by adding at the end the fol.lowmg new paragraphs:
“(2) Subject to paragraph (3), the term ‘covered outpatient drug’
means—
‘;(A) a drug which may be dispensed only upon prescription
an —
“(i) which is approved for safety and effectiveness as a
prescription drug under section 505 or 507 of the Federal
Food, Drug, and Cosmetic Act or which is approved under
section 505() of such Act;
“(iiXT) which was eommerclally used or sold in the United
States before the date of the enactment of the Drug Amend-
ments of 1962 or which is identical, similar, or related
(within the meaning of section 310.6(b)(1) of title 21 of the
Code of Federal Regulations) to such a drug, and (II) which
has not been the subject of a final determination by the
Secretary that it is a ‘new (within the m of
section 201(p) of the Federal Food, Drug, and Cosmetic Act)
or an action brought by the Secretary under section 301,
302(a), or 304(a) of suci Act to enforce section 502(f) or
505(a) of such Act; or
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“(i1iXD) which is described in section 107(cX3) of the Drug
Amendments of 1962 and for which the Secretary has
determined there is a compelling justification for its medi-
cal need, or is identical, similar, or related (within the
meaning of section 310.6(b)X1) of title 21 of the Code of
Federal Regulations) to such a drug, and (II) for which the
Secretary has not issued a notice of an op ]?ort:l.m:tyfora
hearing under section 505(e) of the Federal Food, Drug, and
Cosmetic Act on a proposed order of the Secretary to with-
draw approval of an application for such drug under such
section because the Secretary has determined that the drug
is less than effective for all conditions of use prescribed,
reeommended, or suggested in its labeling;

i ey ol s el e sensiription
“(i) may o prescri
“(ii) is licensed under section 351 of the Pubhc Health
Service Act, and
“(i11) is produced at an establishment licensed under such
sechon to produce such product; and
‘“C) insulin certified under section 506 of the Federal Food,
Drug, and Cosmetic Act.

“(3XA) The term ‘covered outpatient drug’ does not mclude any
drug, biological product, or insulin provided as, as part of, or as
incident to, any of the following (a.nd for which payment may be
included under this title):

“(1) Inpatlent hospital services (described in subsection (b)2)).
“(il) Extended care services (described in subsection (h)5)).
“(iii) Physmans services under subparagraph (A) or (B) of
subsection (sX2).
“(iv) Dialysis supplies under subsection (sX2)XF).
“(v) Antigens under subsection 8)2XG).
: ;2(;11)) Blood clotting factors for hemophiliacs under subsection
) ;
“(vil)) Services of a physician assistant under subsection
(sN2XKXii).
“(viii) Pneumococcal, hepatitis B, or influenza vaccines under
subsection (sX10).
“(ix) Rural health clinic services (under subsection (aaX1)).
“(x) Comprehensive outpatient rehabilitation facility services
(under subsection (ccX1)).
“(xi) Hospice care (as defined in subsection (ddX1)).
(gg“)((%;? Certified nurse-midwife service (as defined in subsection
“(xiii) A covered surgical procedure in an ambulatory surgical
(ﬁ;&%ea(lundgct section 1831_2(151)(2)(1')(1)) 1990,

% ith res; to covered outpatient drugs dispensed in
the term ‘covered outpatient drug’ is limited—

“G) to described in paragraph (2XA) used in immuno-
suppressive therapy, and
(i) to covered home IV drugs (as defined in paragraph (4)).

“(C) The term ‘covered outpatient does not include a drug

that is mtravelr‘l;)usly administered in a home setting unless it is a

covered dru‘g
“(4XA) The term ‘covered home IV drug’ means a covered out-
patient drug dispensed to an individual that—
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“(i) is intravenously administered in a place of residence used
as t(l:l%nd.ividual':ﬂ}:ome. and -

“(iiXI) is an antibiotic drug an Secretary has not deter-
mined, for the specific drug or for the indication to which it is
applied, that the drug cannot generally be administered safely
and effectively in a home setting, or

“(I) is not an antibiotic drug and the Secretary has deter-
mined, for the specific drug and the indication for which the
drug is being applied, that the drug can generally be adminis-
tered safely and effectively in a home setting.

“(B) Not later than January 1, 1990 (and periodically thereafter),

the Secretary shall publish a list of the drugs, and indications for
such , that are covered home IV drugs (as defined in subpara-
graph (A)), with to which home intravenous drug therapy
may be provided er this title.”.

(b) DEpucTIBLE AND PAYMENT AMOUNTS.—Part B is amended—

(1) in subsection (a)1) of section 1833 (42 U.S.C. 13951(b)), as
amended by section 411(hXTXAXvXT) of this Act—
(A) by striking “and” before “(L)"”, and
(B) by adding at the end the following: “and (M) with
respect to expenses incurred for covered outpatient d 4
the amounts paid shall be the amounts determined under
section 1834{(:%";
(2) in subsection (aX2) of such section by inserting “(other
!ZhB.I'I’ covered outpatient drugs)’ after “(2) in the case of serv-

ices”;
(3) in subsection (b) of such section—
(A) in clause (1), by inserting “or for covered outpatient
drugs” after “1861(sX10XA)”, and
(B) in clause (2), by inserting “or with respect to covered
outpatient drugs” after ‘“home health services”; and
(4) by adding at the end of section 1834 (42 U.S.C. 1395m) the
following new subsection:

““(c) PAYMENT FOR COVERED OUTPATIENT DRUGS.—

“(1) DEDUCTIBLE.—
“(A) APPLICATION.—

“(i) IN GENERAL.—Except as BJ)rovided in clauses (ii)
and (iii), payment shall be made under paragraph (2)
only with respect to expenses incurred by an individual
for covered outpatient drugs during a calendar year on
or after such date in the year as the Secretary deter-
mines that the individual incurred expenses in the
year for covered outpatient drugs (during a period in
which the individual is entitled to benefits under this
part) equal to the amount of the catastrophic drug
deductible specified in subparagraph (C) for that year.

“(i1) DEDUCTIBLE NOT APPLIED FOR POST-HOSPITAL HOME
INTRAVENOUS DRUG THERAPY.—The catastrophic drug
deductible established under this paragraph shall not
apply to covered home IV drugs dispe in conjunc-
tion with home intravenous drug therapy services

which are of a continuous course of such therapy
initiated while the individual was an inpatient in a
hospital.

‘(iii) DEDUCTIBLE NOT APPLIED TO 1ST YEAR
IMMUNOSUPPRESSIVES.—The catastrophic drug deduct-
ible established under this paragraph shall not apply to
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drugs described in section 1861(tX2XA) used in immuno-
suppressive therapy and furnished, to an individual
who receives an organ transplant for which payment is
made under this title, within 1 year after the date of
the transplant.

‘B) RESPONSE TO APPLICATION.—If the system described
in section 1842(o)4) has not been establi and an individ-
ual applies to the Secretary to establish that the individual
has met the requirement of subparagraph (A), the Sec-
retary shall promptly notify the individual (and, if the
applicatmn was submitted by or through a participating

pharmacy, the pharmacy) as to the date (if any) as of which
the individual has met such requirement.

“(C) CATASTROPHIC DRUG DEDUCTIBLE AMOUNT.—

“(l) In GENERAL.—Subject to subparagraph (D), the
catastrophic drug deductible specified in this subpara-
graph for—

“(I) 1990 is $550,
“(II) 1991 is $600,
“(I10) 1992 is $652, and
‘(IV) any succeeding year, is such an amount as
the Secretary determines will result in 16.8 per-
cent of the average number of individuals covered
under this part (other than individuals enrolled
with an eligible organization under section 1876 or
an organization described in section 1833(aX1XA))

during that succeeding year having incurred
expenses for covered ou ﬁentdrugssufﬁc:entto
meet the catastrophic deductible so deter-

mined.
“(ii) RouNDING.—Any amount determined under this
ph which is not a multiple of $1 shall be
rounded to the nearest multiple of $1.
“(iii) PusLicaTiON.—Before May 1 of each year Federal
Federal Re:'l;lrﬁ i t:t;ed regulatio: mgm ? gﬁg}?gz&"”
e T a proj n e A
amount of the catastrophic drug deductible under this 2" >%°"*
aubparagmphforthefollowmgym During the last 3
da{’a such year, the Secretary shall
hshmtheFedemlRegmtartheﬁnalregulat}on
eatabhshmg the amount of such deductible for the
following year, which amount may not be greater than
the amount specified in the proposed regulation.
“2) Pumm-r AMOUNT.—
“(A) INn GENERAL—Subject to the catastro
deductible established under h (1)A) except as
pmudedmauhparagraph( theamounlapayab under
this part with respect to a covered outpatient drug ual
hothepaymentperoent(spunﬁedmaubparagmphm
™ lem&n; Ofthe actual charge for the
drug, or
“(ii) the é)phmble payment limit established under

“(‘E) Pnrmw PERCENT.—For purposes of subpamgmph
(A), the payment percent is 100 percent minus
plicable coinsurance percent (specified in subparagraph (CB:
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“(C) Comsumcs PERCENT.—For purposes of subpara-
graph (B), the coinsurance percent—

“@i) for covered home IV dnl%a and for drugs de-
scribed in paragraph (1XAXiii) (relating to immuno-
suppressive therapy dunng the 1lst year after trans-
pl?'?l% tl;s 20 percent; and e

or other covered ou ent drugs dispensed—
“(I in 1990 or 1991, m'gpercent,
“(ID in 1992 is 40 peroent., and
“(II) in 1993 or a succeeding year is 20 percent.
“(D) TREATMENT OF CERTAIN COST-BASED PREPAID
ommmnoms .—In agplymg subparagraph (A) in the case
of an o er a reasonable cost reimbursement
contract under section 1876 and in the case of an
tion receiving payment under section 1833(a)1XA) and
pmwdjmoveraga of covered outpatient drugs, the Sec-
provide for an appropriate ad]ustment in the
payment amounts otherwise made to reflect the te
increase in payments that would otherwise be with
respect to enrollees in such an on:fpaymenta
were made other than under such clause or such a contract
on an individual-by-individual basis.

“(3) PAYMENT LIMITS.—

“(A) PAYMENT LIMIT FOR NON-MULTIPLE SOURCE DRUGS AND
MULTIPLE-SOURCE DRUGS WITH RESTRICTIVE PRESCRIPTIONS.—
In the case of a drug that either is not a multiple source
drug (as defined in paragraph (9XA)) or is a multiple source
drug and has a restrictive prescription (as defined in para-
graph (9XB)), the payment limit for the drug under this
fﬂamotph for a payment calculation period is equal to the

“() the 90th percentile of the actual charges (com-
puted on a statewide basis, carrier-wide basis, or other

ropriate gem hic area basis, as b;
p pr:a l:lrug for the seco rtmousypay-
ment culataon period, (as Secretary

determines to be appropnats to reﬂect the number of
tablets (or other dosage units)
“(ii) the amou.nt the admmmtratlve allowance

(established un (4)) plus the uct of—
dl:([) the nummm (or other units)

‘l(l'D t.he per tablet or unit average wholesale
price for such drug (as determined under aubpara-
graph (C) for the period for purposes of

subparagraph
except that clause (1) nim]l not app]gv to covered outpatient
dispensed before January 1, 1992.

) PAYMENT LIMIT FOR MULTIPLE SOURCE DRUGS WITHOUT
mmmvnmmmous.—ln the case of a drug that is a
Presnnti "’“‘t‘i’,‘; e el e he i i

on, ymen! or rug under
phh for a xs t calculation period is equal to the
: o{%t}e lus the mtci?;:tat])lf oo e
paragrap pius P e
“@i) the number of tablets (or other dosage units)
dispensed, and
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“(i1) the unweighted median of the per tablet or unit
average whol e prices (determined under subpara-
graph (C) for purposes of this subparagraph) for such
drug for the period.

C) DETERMINATION OF UNIT PRICE.—

“(i) In eNERAL.—For purposes of this paragraph, the
Secretary shall determine, with respect to the dispens-
ing of a covered outpatient drug in a payment calcula-
tion period (beginning on or after January 1, 1990), the

per tablet or unit average wholesale price for the drug.

“(ii) BASIS FOR DETERMINATIONS.—

“(I) DETERMINATION FOR NON-MULTIPLE-SOURCE
pruGs.—For purposes of subparagraph (A), such
determination shall be based on a biannual survey
conducted by the Secre of a representative
sample of direct sellers, who ers, or pharmacies
(as appropriate) of wholesale (or comparable direct)
prices (excluding discounts to pharmacies); except
that if, because of low volume of sales for the drug
or other appropriate reasons or in the case of
covered outpatient drugs during 1990, the Sec-
retary determines that such a survey is not appro-
griate with respect to a specific drug, such

etermination shall be based on published average
gholesale (or comparable direct) prices for the
rug.

“(I) DETERMINATION FOR MULTIPLE-SOURCE
pruGs.—For purposes of subparagraph (B), the Sec-
retary may base the determination under this
subparagraph on the published average wholesale
(or comparable direct) prices for the drug or on a
biannual survey conducted by the Secretary of a
representative sample of direct sellers, whole-
salers, or pharmacists (as appropriate) of wholesale
(or comparable direct) prices (excluding discounts

'pharmacles)

(IIT) COMPLIANCE WITH SURVEY REQUIRED.—If a Law
wholesaler or direct seller of a covered outpatient enforcement
drug refuses, after being requested by the Sec- @nd crime.
retary, dproﬂde the information required in a
survey under this clause, or deliberately provides
information that is false, the Secretary may impose
a civil money penalty of not to exceed $10,000 for
each such refusal or provision of false information.
The provisions of section 1128A (other than subsec-
tions (a) and (b)) shall apply to civil money pen-
alties under the previous sentence in the same
manner as such provisions a ‘%y to a penalty or
proceeding under section 1128A(a). Information Classified
gathered pursuant to the survey shall not be dis- information,
closed except as the Secretary determines to be
n to carry out the purposes of this part.

“(iii) QUANTITY AND TIMING.—Such determination

be on the price or nces for purchases in
reasonable quantities and shall be made for a payment
calculation period based on prices for the first day of
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the oi:l:lrst month of the previous payment calculation
period.

“(iv) GEOGRAPHIC BASIS.—The Secretary shall make
such determination, and calculate the payment limits
under this paragraph, on a national basis; except that
the Secretary may make such determination, and cal-
culate such payment limits, on a reiional basis to take
account of limitations on the availability of drug prod-
ucts and variations among regions in the average
wholesale prices for a drug product.

“(4) ADMINISTRATIVE ALLOWANCE FOR PURPOSES OF PAYMENT

“(A) INn ceENEraL.—Except as provided in subparagraph
(B), for drugs dispensed in— p
“(i) 1990 or 1991, the administrative allowance under
this paragraph is—
“(I) $4.50 for drugs dispensed by a participating
pharmacy, or
“(I) $2.50 for drugs dispensed by another phar-
macy; or
“(ii) a subsequent , the administrative allowance
under this paragraph is the administrative allowance
under this paragraph for the preoedinﬁ year increased
by the percentage increase (if any) in the im%]jcit price
deflator for gross national product (as published by the
Department of Commerce in its ‘Survey of Current
Rusiness't] ov;r the 12-month period ending with
ugust of such preceding year.
Any allowance determined under the clause (ii) which is not
a multiple of 1 cent shall be rounded to the nearest mul-

tiple of 1 cent.

“(B) ADJUSTMENT IN ALLOWANCE FOR MAIL SERVICE PHAR-
MAcies.—The Secretary may, by regulation and after con-
sultation with pharmacists, elderly ups, and private
insélrers,breduce t.hcﬁ z(&ix)n}nistrati;e gjvgan!;o:d b lisﬁ
under subparagrap or any drug dispe: y a
service pharmacy (as defined by the Secretary) based on
differences between such pharmacies and other pharmacies
with respect to operating costs and other economies.

“(5) ASSURING APPROPRIATE PRESCRIBING AND DISPENSING PRAC-

CES.—
“(A) IN GENERAL.—The Secretary shall establish a pro-

gram to identify (and to educate physicians and phar-
macists concerning)—

“(i) instances or patterns of unnecessary or inappro-
priate prescribing or dispensing practices for covered
outpatient drugs,

“(ii) instances or patterns of substandard care with
respect to such drugs, and

® ; g;ﬂ potential allgverse reactionts. - "

4 ANDARDS.—In carrying ou e program under
subparagraph (A), the Secre shall establish for each
covered outpatienigﬁ standards for the prescribing of the

which are on acce medical practice. In

establishing such standards, the tary shall incorporate
standards from such current authoritative compendia as
the Secretary may select; except that the Secretary may
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modify such a standard by regulation on the basis of sci-
entific and medical information that such standard is not
consistent with the safe and effective use of the drug.

“(C) ProOHIBITION OF FORMULARY.—Nothing in this title
(including par: shﬁ-lmph (8)), other than sections 1861(t)(4)XA)
and 1862(c), be construed as authorizing the Secretary
to exclude from coverage or to de; rﬂ payment—

“(@i) for any speclﬁc cove outpat.xent. drug, or spe-
cific class of covered outpatient drug, o

“(ii) for any specific use of such a drug for a specific Safety.
indication unless such exclusion is pursuant to section
1862(a)(1) based on a finding by the that such
use is not safe or is not effective.

“(6) TREATMENT OF CERTAIN PREPAID ORGANIZATIONS.—

“(A) GENERAL RULE COUNTING PREPAID PLAN EXPENSES
TOWARDS THE CATASTROPHIC DRUG DEDUCTIBLE.—Except as
Eerovlded in subparagraglé (B), expenses incurred by (or on

half of) a medicare beneficiary for covered outpatient
drugs shall be counted (consistent with subparaﬂgph ()]
toward the catastrophic drug deductible establis under

h (1) whether or not, at the time the expenses were
u.rretf the beneficiary was enrolled in a plan under
aectlon 1833(a)1)(A) or under section 1876.

“(B) TREATMENT OF DRUG BUY-OUT PLAN EXPENSES.—In the
case of a medicare beneficiary enrolled in a month in a drug
buy-out plan (as defined in subparagraph (D))—

“(1) expenses incurred by the beneﬁcmrf for covered
outpatient drugs reimbursed under the plan shall not
ge counted towards the catastrophic drug deductible,

ut

“(ii) if the individual disenrolls from the plan duri
the year, the beneficiary is deemed to have incu
for each month of such enroliment, expenses for cov-
ered outpatient drugs in an a.mount equal to the
actuarial value (with respect to such month) of the
deductible for covered outpatient drugs (as computed

ﬁ the Secretary for purposes of section 1876(e)(1)) ap-
g icable on the average to individuals in the United

“C) Tm'rm:m- OF EXPENSES FOR COVERED OUTPATIENT
DRUGS INCURRED WHILE ENROLLED IN A PREPAID PLAN OTHER
THAN A DRUG BUY-OUT PLAN.—The Secretary may not enter
into a contract with an organization under section 1876, or
provide for payment under section 1833(a)X1XA) with re-
spect to an organization which provides reimbursement for
covered outpatient with respect to a plan that is not
a drug buy-out plan, unless the organization provides assur-
ances, satisfactory to the Secretary, that—

“(i) the organization will maintain and make avail-
able, for its enrollees and in coordination with the
appropriate carriers under this part, an accounting of

expenses incurred by (or on behalf of) enrollees under
the plan for covered outpatient drugs; and

“(1i) the organization will take into account, in an
deductibles established under the plan in a year w:tﬂ
respect to covered outpatient under this , the
amounts of expenses for cove outpatient in-
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curred in the year by (or on behalf of) the beneficiary
and otherwise counted towards the catastrophic drug
deductible in the year.

“(D) DruG BUY-OUT PLAN DEFINED.—In this paragraph,
the term ‘drug bu f:iy-caut plan’ means a plan under section
1833(a)1)A) or offered by an organization under section
1876 and with respect to which—

“(i) the amount of any deductible under the plan with
respect to covered outpatient drugs under this title,
is less than 50 percent of—
“(i1) the catastrophic drug deductible specified in
paragraph (1XC).

“(E) MEDICARE BENEFICIARY DEFINED.—In this subsection,
the term ‘medicare beneficiary’ means, with respect to a
month, an individual covered for benefits under this part
for the month.

“(F) TREATMENT OF PLAN CHARGES.—In the case of cov-
ered outpatient drugs furnished by an eligible organization
under section 1876(b) or an organization described in sec-
tion 1833(a)(1XA) which does not impose charges on covered
outpatient drugs dispensed to its members, for purposes of
this subsection the actual charges of the organization shall
be the organization’s standard charges to members, and
other individuals, not entitled to benefits with respect to
such drugs.

“1) PHYSICIAN GUIDE.—

“(A) In GENERAL—The Secretary shall develop, and
update annually, an information guide for physicians
concerning the comparative average wholesale prices of at
least 500 of the most commonly prescribed covered out-
patient drugs. Such guide shall, to the extent practicable,
group covered outpatient drugs (including multiple source
drugs) in a manner useful to physicians by therapeutic
category or with respect to the conditions for which they
are prescribed. Such guide shall specify the average whole-
sale prices on the basis of the amount of the drug required
for a typical daily therapeutic regimen.

“(B) MaminGg cuipE.—The Secretary shall provide for
mailing, in January of each year (beginning with 1991), a
copyho(fAth)_f guide developed and updated under subpara-
grap

“(i) to each hospital with an agreement in effect
under section 1866,

‘“(ii) to each physician (as defined in section 1861(rX1))
who routinely provides services under this part, and

“(iii) to Social Security offices, senior citizen centers,
and other appropriate p

“(8) REPORTS ON OUTLAYS AND RECEIPTS; SPECIAL COST CON-

LS.—
“(A) COMPILATION OF INFORMATION.—The Secretary shall

compile information on—

“(i) manufacturers’ prices for covered outpatient
drugs, and on charges of pharmacists for covered out-
patient drugs, and

‘(i) the use of covered outpatient drugs by individ-
uals entitled to benefits under this part.
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The information compiled under clause (i) shall include a

comparison of the increases in prices and charges for cov-
eredp:&?o tient drugs during each 6 month period (begin-
ning with January 1987) with the semiannual average in-
crease in such prices and charges during the 6 years begin-
ning with 1981.

“(B) ReporTs.—The Secretary shall submit to the
Committees on Ways and Means and Energy and Com-
merce of the House of Representatives and the Committee
on Finance of the Senate a report, in May and November of
1989 and 1990 and in May of each succeeding year, provid-
ing the information compiled under subparagraph (A). For
each such report submitted after 1991, the report shall
include an explanation of the extent to which the increases
in outlays for covered otﬁg:ﬁient drugs under this part are
?K;{ii)to the factors descri in subparagraphs (AXi) and

“(C) MONTHLY REPORTS ON OUTLAYS AND RECEIPTS.—
Within 30 days after the end of each month (beginning with
Octohauber 1991t°and ending mt'.ﬁh April.lysl%% the_Sg:r?t?}rly
8 report Congreea on the out and receipts of the
Federal Catastrophic Drug Insurance Trust Fund (in this
paragraph referred to as the ‘Trust Fund’) in the month.

‘D) BUDGETARY INFORMATION.—

“() IN GENERAL.—In each report submitted under
subparagraph (B) after 1991, the Secretary shall in-
TR e o asiishaty ssbod of the Trost

5 e proj tary status of the
Fund for tlge succeeding year,

“(II) the projected increases in manufacturers’
prices for covered outpatient drugs and in charges
of Bha.rmacists for covered outpatient drugs,

(ITI) the projected level of utilization of covered
outpatient drugs by medicare beneficiaries, and

“(IV) the projected administrative costs relating
to covered outpatient drugs.

“(ii) DETERMINATION AND PUBLICATION OF ANY OUTLAY
CONTROLS FOR 1993 AND 1994.—For each such report in
1992 and 1993, the Secretary—

““I) shall determine in the report whether the
anticipated outlays and receipts of the Trust Fund
for the succeeding year will provide for at least
the minimum contingency margin specified in
subparagraph (F) for that succeeding year, and

E: :? not, shall include in the report (and shall Federal
publish in the Federal Register by May 1 of the Reg;?“ef:
year a proposed regulation to carry out) changes in E‘;m:faﬂt‘;g;‘s
the provisions of this part (consistent with subpara- '
m (E)) in order to reduce outlays from the

Fund in that succeeding year sufficiently to
provide for the minimum contingency margin

specified in sub ph (F).
Any changes descrimﬁeg‘;ubclause (I) in such report
shall reflect appropriately each of the anticipated
causes of increased or unanticipated outlays for cov-

ered outpatient drugs.
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W‘“" | rogulations are published wader clanss G
ns are c
in 1992 or 1993, during the last 3 days of September of
Register Y 'i;ih;:al regulation to implem lll;lthoe m
a ! im en
il 1 T S, Nesbandos sy o
provision
andunlemotherwiaopmvidedbylaw.suchchgngee
shall become effective on January 1 of the succeeding
gearandahaﬂapplymlyduﬁngthat ing year.
uch final regulation may not revise the pro regu-
lation in a manner that would result in a greater
reduction in outlays than would have been the case
under the pro regulation.
‘E) LiMITATION ON CHANGES.—In making regulatory
under sub ph (D), the Secretary may not—
“(i) provide for a formulary (in violation of paragraph

(6 (9)

“(ii) change the methodol for determining
whether for a year an individual has met the cata-
?&oﬁm drug deductible established under paragraph

; OF

“(iii) increase the coinsurance percent under para-
graph (2XC) for a year above the coinsurance percent in
effect during the ious year.

Clta;:lnsg(ii}ayaﬂno;t theoonstruaci:fs hlbltmgﬁf}ec-
re from increasing the amoun catastrophic drug
deductible under paragraph (1XA).

“(F) MINIMUM CONTINGENCY MARGIN DEFINED.—In this
paragraph, the term ‘minimum contingency margin'
means—

“(i) for 1993, 50 percent, and

“(ii) for 1994, 25 percent,
Such margin shall be determined as of the close of each
calendar year and shall be determined based on the total
outlays from the Trust Fund during the year.

“(9) DeFiNtTIONS.—In this

“(A) MULTIPLE SOURCE DRUG.—

“(i) IN GENERAL.—The term ‘multiple source drug’
means, with respect to a t calculation period, a
covered outpatient drug for which there are 2 or more
drug products which—

“) are rated as therapeutically equivalent
(under the Food and Drug inistration’s most
recent publication of ‘Approved Drug Products
with Therapeutic Equivalence Evaluations’),

‘(I except as provided in clause (i), are
pharmaceutically equivalent and bioequivalent, as
defined in clause (1ii) and as determined by the
Food and Drug Administration, and

‘I are sold or marketed during the period.

oty if the Tood and Drug Adminisiration changes by
a ation y
r&?u?ation (after an opportunity for public comment of
90 days) the reqmment that, for purposes of the
publication described in clause (iXI), in order for drug
products to be rated as therapeutically equivalent,
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they must be pharmaceutically equivalent and
bioequivalent, as defined in clause (iii).
“(iii) DerFiNrrions.—For purposes of this subpara-

‘)  PHARMACEUTICALLY EQUIVALENT.—Drug
products are pharmaceutically equivalent if the
products contain identical amounts of the same
active drug ing’redient in the same dosage form and
meet compendial or other applicable standards of
strength, quality, purity, and identity.

“(II) BIOEQUIVALENT.— are bioequivalent if
they do not present a own or potential
bioequivalence problem or, if they do present such
a problem, are shown to meet an appropriate
standard of bioequivalence.

“(III) SoLD OR MARKETED.—A drug is considered
to be sold or marketed during a period if it is listed
in the publications referred to in clause (iXI),
unless the Secretary determines that such sale or
marketing is not actually taking place.

“(B) RESTRICTIVE PRESCRIPTION.—A drug has a ‘restrictive
prescriPtion' only if—

“(i) in the case of a written prescription, the prescrip-
tion for the drug indicates, in the handwriting of the
physician or other person prescribing the drug and
with an appropriate phrase (such as ‘brand medically
necessary’) recognized by the Secretary, that the
particular drug must be dispensed, or

“(ii) in the case of a prescription issued by tele-
phone—

“(I) the physician or other person prescribing the
drug (through use of such an appropriate phrase)
staé.es that the particular drug must be dispensed,
an

“(I) the physician or other person submits to the
pharmacy involved, within 30 days after the date
of the telephone prescription, a written confirma-
tion which is in the handwriting of the physician
or other person prescribing the drug and which
indicates with such appropriate phrase that the
panr:‘i:&:lar drug was required to have been dis-

pe :

“(C) PAYMENT CALCULATION PERIOD.—The term ‘payment
calculation period’ means the 6-month period beginning
with Jan of each year and the 6-month period begin-

ing with July of each year.

ki )tSOUmvs; thmrespect';me tem(:;h ‘outlag and
‘receipts’ mean, wi a year or other period, gross
outlays and receipts, as such terms are empﬁ:;ed in the
‘Monthly Treasury Statement of Receipts and Outlays of
the United States Government (MTS)’, as published by the
Department of the Treasury, for months in such year or
other period.”.

(c) PArTICIPATING PHARMACIES; Civin. MONEY PENALTIES.—

(1) PARTICIPATING PHARMACIES.—Section 1842 (42 U.S.C.

1395t) is amended—

42 USC 1395u.
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(A) in subsection (hX1), by inserting before the period at
the end of the second sentence the following: “, except that,
:;ith rc;ﬁet to t:n;uppuefx of covered outpatient drugs, ht:re

rm ‘participating supplier’ means a participati -
macy (as defined in subsection (0X1))”; ~ED

%in subsection (h)4), is amended by adding at the end
the following: “In publishing directories under this para-
graph, the Secretary shall provide for separate directories
(wherever appropriate) for farhc}gatmg pharmacies.”; and

(C) by ing at the end the following new subsection:

“(oX1) For purposes of this section, the term ‘participating phar-

means, with respect to covered outpatient drugs dispensed on
r January 1, 1991, an entity which is authorized under a State

nt with the Secretary, providing at least the following:

“(A) The entity agrees to accept payment under this part on
an assignment-related basis for all covered outpatient drugs
dispensed to an individual entitled to benefits under this part
(in this subsection referred to as a ‘medicare beneficiary’) during
a year after—

“(i) the Secretary has notified the entity, through the
electronic system described in mxbpamgrggh DXi), or
“(ii) in the absence of such a system, the entity is other-
wise notified that the has determin
that the individual has met the catamogg(c deductible
with to such drugs under section 1834(cX1) for the year.

“(B) The entity agrees—

“(i) not to refuse to dispense covered outpatient drugs
stocked by the entity to any medicare beneficiary, and
“(ii) not to charge medicare beneficiaries (regardless of
whether or not the beneficiaries are enrolled under a pre-

id health plan or with eligible organization under section

876) more for such drugs than the amount it charges to the
tglene?"a] public (as determined by the Secretary in regula-

: ons).

“C) The entity agrees to keep patient records (includi
records on expentges) for all covered outpatient drugs dwpegzgg
to all medicare beneficiaries.

‘(D) The entity agrees to submit information (in a manner
specified by the Secretary to be necessary to administer this
title) on purchases of covered outpatient drugs dispensed to
medi beneficiaries.

care
“(E) The entity agrees—

“(i) to offer to counsel, or to offer to ide information
(consistent with State law respecting provision of such
information) to, each medicare benefici on the appro-
priate use of a drug to be dispensed and whether there are

ntial interactions between the drug and other drugs
i to the beneficiary; and

“i(ii) to advise the beneficiary on the availability (consist-
ent with State laws respecting substitution of drugs) of
therapeutically equivalent covered outpatient drugs.

‘/(F) The entity agrees to provide the information requested by
in surveys under section 1834(cX3)CXii).

the
Nothing in this ph shall be construed as requiring a phar-
%ﬁpemted Ey an eligible organization (descri in section
or

an organization described in section 1833(aX1XA) for the
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exclusive benefit of its members to dmgnse covered outpatient
drugs to individuals who are not members of the orgammnon

“(2) The Secretary shall provide to each participating pharmacy—

“(A) a distinctive emblem (suitable for display to the public)
indicating that the pha.rmac{ is a participating pharmacy, and

‘(B) upon request, such tronic equipment and teci;.nma.l
assistance (other than the costs of obtaining, maintaining, or
expanding telephone service) as the Secretary determines may
be necessary for the pharmacy to submit claims using the
electronic system established under paragraph (4).

_ “(3) The Secretary shall provide for periodic audits of participat-

pharmacies to assure—

“(A) compliance with the requirements for participation
under this title, and

“(B) the accuracy of information submitted by the pharmacies
under this title.

“(4) The Secretary shall establish, by not later than January 1,
1991, a point-of-sale electronic system for use by carriers and partici-
pating pharmacies in the submission of information respecting cov-
ered outpatient drugs dispensed to medicare beneficiaries under this

part.

“(5) Notwithstanding subsection (b)X3)B), payment for covered
outpatient drugs may be made on the hasm of an assignment
described m clause (11) of that subsection only to a participating
pharmacy.”.

2 CIVIL MONEY PENALTIES FOR VIOLATION OF PARTICIPATION
AGREEMENT, FOR EXCESSIVE CHARGES FOR NONPARTICIPATING
PHARMACIES AND FOR FAILURE TO PROVIDE SURVEY INFORMA-
TION.—Section 1128A(a) (42 U.S.C. 1320a-Ta(a)) is amended—

(A) by striking “or” at the end of paragraph 1),

_ (B) in paragraph (2XC), by inserting “or to be a participat-

ing pharmacy under sectmn 1842(0 " after “1842(h)1)”,

(C) by striking “, or” at the end of paragmph (2) and
inserting a semmolon

(D) by adding “or” at the end of paragraph (3), and

(E) by inserting after paragraph (3) the following new
paragraph:

“(4) in the case of a participating or nonparticipating phar-
macy (as defined for purposes of part B of title XVH%.;

“(A) presents or causes to be presented to any person a
request for payment for covered outpatient drugs dispensed
to an individual entitled to benefits under part B of title
XVIII and for which the amount charged by the pharmacy
is greater than the amount the pharmacy charges the
gienex)-a.l public (as determined by the Secretary in regula-

ons), or

“(B) fails to provide the information requested by the
Secretary in a survey under section 1834(c)}3XC)ii);”.

(d) LimrTaTION ON LENGTH OF PrESCRIPTION.—Section 1862(c) (42
N 40k s hs (A) through (D) of

esigna subparagrap. ug of para-
2ph (l)ssclauaea (i) through (iv), respectively;
) in parag‘raph (2)(A), by striking * pa.rag‘rsph (1)” and insert-
subparaarap

redaa:gna paragr hs (A) and (B) of h
(2) as c{a d (ii), respectively ap o -

Claims.

Science and
technology.
Communications
and tele-
communications.
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(4) by redesignating paragraphs (1) and (2) as subparagraphs
(A) and (B), respective

(5) by inserting “(1)” after “(c)”; and

(6) by adding at the end the followmg new aph:

“(2) No payment may be made under part B for any expense
incurred for a covered outpatient drug if the drug is dispe in a
quantity exceeding a supply of 30 days or such longer period of time
(not to exceed 90 days, except in exceptional circumstances) as the
Secretary may authorize.”.

(e) Use or mxmns,chnInmmmnm,mOnmEN'mm

ADMINISTRATION.—

(1) AUTHORIZING USE OF OTHER ENTITIES IN ELECTRONIC CLAIMS
SYSTEM.—Section 1842(t) (42 U.S.C. 1395u(f)) is amended—
(A) by striking “and” at the end of paragraph (1),
(Bx)-t?gg Btl’lklnﬁ the J)enod at the end of paragraph (2) and

C) by addmg ‘at the end the following new paragraph:
“3) mt.h to implementation and operation (and re-
lated functions) of the electronic system established under
subsection (0)4), a voluntary association, corporation, partner-
ship, or other nongovernmental organization, which the Sec-
retary determmea to be qualified to conduct such activities.”
(2) ADDITIONAL FUNCTIONS OF CARRIERS.—Section 1842(b)3) (42
'U.!‘ig(.l eldi.’o95u(b)(3)) as amended by section 201(c) of this Act, is
ame —
(A) by striking “and” at the end of subparagraph (H), and
(B)bymserhngafbersuhpamgmphmthef owing new

“(JJ it makes datermmatlons or payments with respect to
covered outpatient drugs, will
“(i) receive mformat.lon transmitted under the electronic
system estab under subsection (0X4), and
) uests by participating tEJll:rmames (and
individ entlt.l to benefits under part) as to
whether or not such an individual has met the catastrophic
drug deductlble established under section 1834(cX1XA) for a

Contracts. mll enter into such contracts with organizations de-
scribed in subsection (f)(3) as the Secretary determines may be
necessary to implement and operate (and for related functions
with to) the electronic system established under subsec-
tion (o)4) for covered outpatient drugs under this part;”.

(3) SPECIAL CONTRACT PROVISIONS FOR ELECTRONIC CLAIMS
(A) PAYMENT ON OTHER THAN A COST BASIs.—Section
1842(c)(1)(A) (42 U.S.C. 1395u(cX1XA)) is amended—
(i) by inserting “(i)” after “(cX1XA)”,
(ii) in the first sentence, by msertmg“ except as
prl:mded in clause (ii),” after “under this part, and”,

iii) by adding at the end the following new clause:
“(ii) To the ext.ent that a contract under this section provides for
mplementatlon and o m ration (and related functions) of the elec-
drugs, the Secrsta‘;; pﬂ:mdon f(o)(4) - t fFed mg

tient may e for payment for su
l;t;thhesbasedonanymethod payment determined by the
Secretary to be appropriate.”.
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(B) APPLICATION OF DIFFERENT PERFORMANCE BTAND- Contracts.
ArRDS.—The Secretary of Health and Human Services, 42 USC 13%u
before entering into contracts under section 1842 of the ™o
Social Security Act with respect to the implementation and
operation (and related functions) of the electronic system
for covered outpatient drugs, shall establish standards with
respect to performance with respect to such activities. The
provisions of section 1153(e)2), and paragraphs (1) and (2) of
section 1153(h), of such Act shall apply to such activities in
the same manner as they apply to contracts with peer
review organizations, instead of the requirements of the
last 2 sentences of section 1842(bX2) of such Act.

(C) Use OF REGIONAL CARRIERS.—Section 1842(b)X2) is
amended by adding at the end the following new sentence:

“With respect to activities relating to implementation and Contracts.
operation (and related functions) of the electronic system
established under subsection (0)(4), the Secretary may enter
into contracts with carriers under this section to perform
such activities on a regional basis.”.
(4) ADJUSTMENT OF CARRIER OBLIGATIONS.—
(A) No TOLL-FREE TELEPHONE NUMBER REQUIRED OF LIM-
ITED CARRIERS.—Section 1842(h)2) (42 U.S.C. 1395u(h)2)) is
amended by inserting “(other than a carrier described in
subsection (f)}3))” after “Each carrier”.

(B) DELAY IN APPLICATION OF COORDINATED BENEFITS WITH 42 USC 1395u
MEDIGAP.—The provisions of subparagraph (B) of section note.
1842(hX3) of the Social Security Act shall not apply to
covered outpatient drugs (other than drugs described in
section 1861(s)2XJ) of such Act as of the date of the enact-
ment of this Act) dispensed before Jan 1, 1993.

(5) BATCH PROMPT PROCESSING OF CLAIMS. ion 1842(c) (42
U.S.C. 1395u(c)) is amended—
(A) in paragraphs (2XA) and (3XA), by striking “Each”

and inserting “Except as provided in paragraph (3), each”;
(B) by ing at the end the following new ph:

“(4XA) Each contract under this section which ides for the Contracts.
disbursement of funds, as described in subsection (a)1)XB), with Claims.
respect to claims for payment for covered outpatient drugs shall
provide for a payment cycle under which each carrier will, on a
monthly basis, make a payment with respect to all claims which
were received and approved for payment in the period since the
most recent date on which such a payment was made with respect to
the icipating pharmacy or individual submitting the claim.

“(B) If payment is not issued, mailed, or otherwise transmitted
within 5 days of when such a payment is required to be made under
subparagraph (A), interest s be IFm.id. at the rate used for pur-
poses of section 3902(a) of title 31, United States Code (relating to
interest penalties for failure to make prompt payments) for the
period beginning on the day after such 5-day period and ending on
the date on which payment is made.”.

(f) MopiricatioNn o HMO/CMP ConTRACTS.—

(1) SEPARATE ACTUARIAL DETERMINATION FOR COVERED OUT-
PATIENT DRUG BENEFIT.—Section 1876(eX1) (42 USLC.
1395mm(e)1)) is amended by amt the end thereof the
following new sentence: “The p ing sentence shall be ap-
plied separately with respect to covered outpatient drugs.”.
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Health care
professionals.

Law
enforcement and
crime.

Drugs and drug
abuse.

42 USC 1395m
note.

(2) ADDITIONAL OPTIONAL BENEFITS.—Section ISTG(FXSXA} (42
U.S.C. 1395mm(g)(3)(A)) is amended by striking
inserting “rates”’.

(8) REQUIRING SUBMISSION OF DIAGNOSTIC INFORMATION.—Section
1842 (42 US.C. 1395u), as amended by subsection (cX1XC), is
amended by adding at the end the following new subsection:

“(pX1) Each ueat for payment, or bill submitted, for an item or
service by a hymc:an for which payment may be made
under this part shall mclude the appropriate diagnosis code (or
codes) as estahhshed by the Secretary for such item or service.

“(2) In the case of a request for payment for an item or service
furnished by a physician on an assignment-related basis which does
not include the code (or codes) required under paragraph (1), pay-
ment may be denied under this part.

‘/3) In the case of a request for payment for an item or service
furnished by a physician not submitted on an assignment-related
basis and w ch does not include the code (or codes) required under

8\) if the physician lmowmgly and willfully fails to provide
the code (or codes) promptl geupon request of tge Secretary or a
carrier, the physician ma; subject to a civil money penalty in
an amount not to exceed $2,000, and
“(B) if the physician kny , willfully, and in repeated
cases fails, after being notified by the Secretary of the obliga-
tions and requirements of this subsection, to include the code (or
codes) required under paragraph (1), the physician may be
subject to the sanction described in section 1842(X2XA).
The provisions of section 1128A (other than subsections (a) and (b))
shall apply to civil money penalties under subparagraph (A) in the
ﬁrz%eA 1(11?1'1’.ner as they apply to a penalty or proceeding under section
a
(h) CONFORMING AMENDMENTS.—
(1) The first sentence of section 1866(a)2XA) (42 U.S.C.
1395cc(a)2XA)) is amended—
(A) by inserting “1834(c),” after “1833(b),”, and
(B) by msertmg “and in the case of covered outpatient
d:uf licable coinsurance percent (specified in section
1834(cX2XC)) of the lesser of the actual charges for the dru?a
the payment limit (established under section 1834(cX3))”
afl;er “established by the
@) Sectlon 1903(iX5) (42 U.S.C. 1396b(iX5)) is amended by
striking “section 1862(c)” and inserting “section 1862(cX1)”.
(i) RerorTs ON MEDICARE BENEFICIARY DRUG EXPENSES.—
(1) HHS.—The of Health and Human Services, by
not later than April 1, 198
(A) using data from the 1987 National Medical ndi-
tures Survey (conducted by the National Center for Health
Semcea Research and Health Care Technology Assess-
ment), eigori: to Congress on expenses incurred by
;.;d icare beneficiaries for outpatient prescription drugs,

(B) shall provide the Director of the Congressional Budget
Office with such data from that Survey as the Director

hreq)ueat to make the estimates required under para-
grap

(2) REesTIMATION OF c08TS.—The Director of the Co
sional Budget Office shall transmit to the Congress, not
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than June 1, 1989, or, if later, 60 days after the date of providing

data requested under paragraph (1XB), the Director’s estimate

of the outlays which will be made (in each of fiscal years 1990,

1991, 1992, and 1993) under the medicare program for covered

outpatient (under the amendments made by this section).

(j) PrescrreTioN DruGc PAyMENT REVIEW CoMMissioN.—Part B is
amended by adding at the end the following new section:

“PRESCRIPTION DRUG PAYMENT REVIEW COMMISSION

“Sec. 1847. (aX1) The Director of the ional Office of
Technology Assessment (in this section refe to as the ‘Director’
and the ‘Office’, respectively) shall provide for the appointment of a
Prescription Drug Payment Review Commission (in this section
referred to as the ‘Commission’), to be composed of individuals with
expertise in the provision and financing of covered outpatient drugs
appointed by the Director (without regard to the provisions of title 5,
Uniiged} States Code, governing appointments in the competitive
service).

“(2) The Commission shall consist of 11 individuals. Members of
the Commission shall first be appointed by no later than January 1,
1989, for a term of 3 years, except that the Director may provide
initially for such shorter terms as will insure that (on a continuing
basis) the terms of no more than 4 members expire in any one year.

“(3) The membership of the Commission include recognized
experts in the ﬁeldds of health care eeonomiga, medicine, phm]-lmacol-
ogy, pharmacy, and prescription drug reimbursement, as well as at
least one individual who is a medicare beneficiary.

“(bX1) The Commission shall submit to Congress an annual report

no later than May 1 of each year, ing with 1990, concerning
methods of determining payment for covered outpatient drugs
under this part.

“(2) Such report, in 1992 and thereafter, shall include, with re-
spect to the previous year, information on—

“(A) increases in manufacturers’ prices for covered outpatient

drugs and in charges of pharmacists for covered outpatient

“(B) the level of utilization of covered outpatient drugs by
medicare beneficiaries, and
“(C) administrative costs relating to covered outpatient drugs.
“Y3) Such report, in 1992 and thereafter, shall include comments
on the budgetary status of the Federal Catastrophic Drug Insurance
Trust Fund and recommendations for any reductions in outlays that
magberequiredtoachievetheoontingencymargin( i
under section 1841A(d) for the following year), taking into account
each of the causes of increased or unanticipated outlays for covered
outpatient drugs in the year.
“(c) Section 1845(cX1) shall apply to the Commission in the same
manner as it applies to the Ph Payment Review Commission.
“{d) There are authorized to be appropriated such sums as may be
necessary to carry out the provisions of this section. Such sums shall
Rnl:&‘axable from the Federal Catastrophic Drug Insurance Trust

(k) ADDITIONAL STUDIES. —
(1) HHS.—The Secretary of Health and Human Services (in
this section referred to as the “Secretary’) shall conduct the

42 USC 1395w-3.

Reports.

Appropriation
authorization.

Reports.
42 USC 1395m
note.
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following studies, and report to Congress on the results of each

such study by the following dates:
Diseases. (A) A study of the possibility of including drugs which
have not n approved under section 505 or 507 of the

Federal Food, Drug, and Cosmetic Act and biological prod-
ucts which have not been licensed under section 351 of the
Public Health Service Act but which are commonly used in
the treatment of cancer or in immunosuppressive therapy
and other experimental and biological products as
covered outpatient drugs under the medicare program, for
which a report shall be made b{‘;]anuary 1, 1990. The study
under this subparagraph shall be conducted in consultation
with an advisory board of consumers, experts in the fields
of cancer chemotherapy and immunosuppressive therapy,
representatives of pharmaceutical manufacturers, and such
other individuals as the Secretary may select.

Mail. (B) A study to evaluate the potential to use mail service
pharmacies to reduce costs to the medicare program and to
medicare beneficiaries, for which a report shall be made by
January 1, 1990.

(C) A study of methods to improve utilization review of
covered outpatient drugs, for which a report shall be
made by January 1, 1993.

(D) A longitudinal study, to be conducted as a follow-up to
the data collected under the survey referred to in subsec-
tion (iX1XA), on the use of outpatient preacne;l[:ggn drugs by
medicare beneficiaries with respect to m necessity,
potential for adverse drug interactions, cost (including
whether lower cost drugs could have been used), and pa-
tient stockpiling or wastage, for which a report shall be
made by January 1, 1993.

(2) GAO.—The Comptroller General shall conduct the follow-
ing studies, and rem to Congress on the results of each such
study by not later May 1, 1991:

aciA)alA study compar_in_%i average ;vh:;l};e;:le fpﬁcecs with
ual pharmacy acquisition costs by of pharmacy.

(B) A study to determine the overhead costs of retail

pharmacies.
(C) A study of the discounts given by pharmacies to other

D hichs il &

Records. Pharmacies which fail to provide the Comptroller General with
reasonable access to neceﬁ records to carry out the studies
under this paragraph are subject to exclusion from the medi-
care and medicaid programs under section 1128(a) of the Social

Security Act.

42 USC 1395m (1) DEVELOPMENT OF STANDARD MEDICARE CLAIMS FoRM.—

note. (1) The Secretary shall develoﬁ;l in consultation with rep-
resentatives of pharmacies and other interested individuals, a

standard claims form (and a standard electronic claims format)
to be used in requests for payment for covered outpatient drugs
under the medicare program and other third-party payors.
(2) Not later than October 1, 1989, the Secretary shall distrib-
ute official sample copies of the format developed under para-
ph (1) to pharmacies and other interestchlgarties and by not
ter than October 1, 1990, shall distribute official sample copies
of the form developed under paragraph (1) to pharmacies and
other interested parties.
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(m) EFFECTIVE DATES.— 42 USC 1395u

(1) In cENERAL.—Except as otherwise provided in this subsec- note.
tion, the amendments made by this section shall apply to items
dis on or after January 1, 1990.

(2) CArriERS.—The amendments made by subsection (e) shall
take effect on the date of the enactment of this Act; except that
the amendments made by subsection (e)5) shall take effect on
January 1, 1991, but shall not be construed as requiring pay-
ment before February 1, 1991.

(3) HMO/CMP ENrROLLMENTS.—The amendment made by
subsection (f) shall apply to enrollments effected on or after
January 1, 1990.

(4) DiagNosTIC CODING.—The amendment made by subsection
(g) shall apply to services furnished after March 31, 1989.

(5) TransiTioN.—With respect to administrative expenses
(and costs of the Prescription Drug Payment Review Commis-
sion) for periods before January 1, 1990, amounts otherwise
mabla from the Federal Catastrophic Druf Insurance Trust

d shall be pa e from the Federal Supplementary Medical
Insurance Trust d and shall also be treated as a debit to the
Medicare Catastrophic Coverage Account.

SEC. 203. COVERAGE OF HOME INTRAVENOUS DRUG THERAPY SERVICES.

(a) In GENERAL.—Section 1832(a)2)XA) (42 U.S.C. 1395k(aX2)XA)) is
amended by inserting “and home intravenous drug therapy serv-
ices” before the semicolon.

(b) HoME INTRAVENOUS DRUG THERAPY SERVICES DEFINED.—Sec-
tion 1861 (42 U.S.C. 1395x) is amended by adding at the end the
following new subsection:

“(jX1) The term ‘home intravenous drug therapy services’ means
the items and services described in paragraph (2) furnished to an
individual who is under the care of a physician—

“(A) in a place of residence usetfIi as such individual’s home;
“(B) by a qualified home intravenous drug therapy provider
(as defined in paragraph (3)) or by others under arrangements
with them made by such provider; and
h“((?) under a plan established and periodically reviewed by a
1clan.

“(5 e items and services described in this paragraph are such
nursing, pharmacy, and related services (including medical supplies,
intravenous fluids, delivery, and equipment) as are n to
conduct safely and effectively an intravenously administered
re%isngtn through use of a covered home IV drug (as defined in
su ion (t)(4)), but do not include such covered outpatient drugs.

“(3) The term ‘qualified home intravenous drug therapy provider’
means any entity that the Secretary determines meets the following
requirements:

“(i) The entity is capable of prwidin%l or arranging for the
}t‘glgs and services described in paragraph (2) and covered home

"(ig;l%he entity maintains clinical records on all patients.

“(iii) The entity adheres to written protocols and policies with
respect to the provision of items and services.

‘“(iv) The entity makes services available (as needed) seven
days a week on a 24-hour basis.

‘(v) The entity coordinates all services with the patient’s
physician.
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“(vi) The entity conducts a quality assessment and assurance
pmgrem.xtle - including drug regimen review and coordination of

nt care.

“(vii) The entity assures that only trained personnel provide
oovemd home v (and any r service for which train-

reql‘he to safely provide the service).
entity assumes responsibility for the quality of
semcea provided by others under arrangements with the
agency or entity.

“(ix) In the case of an entity in any State in which State or
applicable local law provides for the licensing of entities of this
nature, () is Ii pursuant to such law, or (I) is approved,
by the agency of such State or locality responsible for licensing
entities of this nature, as meeting the standards established for
such licensing.

“(z) The entity meets such other requirements as the Sec-
retary may determine are necessary to assure the safe and
effective provision of home intravenous drug therapy services
and the efficient administration of the home intravenous drug
therapy benefit.”.

(c) PAYMENT.—

(1) IN GeNeErAL.—Part B is amended—

(A) in subsectmn (aX2)B) of section 1833 (42 U.S.C. 13951),

by atnkmg or (E)” and inse ‘“E), or (F)";
in subsection (a)}2XD) of such section, by striking
"and" at the end;

(C) in subsection (a)(2J(E] of such section, by striking the
semicolon and inserting “; and”;

(D) by inserting after subsection (a)2XE) of such section
the following new subparagraph:

“(F) with respect to home intravenous drug therapy serv-
ices, the amounts described in section 1834(d)X1);"’;

(E) in subsection (b) of such section, by Btnlung services,
(3)” and inse “semcea and home intravenous drug
theraﬁy services, (3)”; and

at the end of section 1834, as amended by
section 202(b ) of this Act, the following new subsection:

“(d) Home INTRAVENOUS DRUG THERAPY SERVICES.—

“(1) In GeENERAL.—With respect to home intravenous drug
theraggﬂu rvices, subject to paragraph (3), payment under this
madema.namountequa.l the lesser of the

actual charges for such services or the fee schedule established

under E.agmph (2).

“9) ABLISHMENT OF FEE SCHEDULE.—The Secretary shall
establish by regulation before the beginning of calendar year
1990 and each succeeding calendar year a fee schedule for home
intravenous drug therapy services for which pa, dyment is made
underthmpart.Afeescheduleeatabhshed

tion shall be on a per diem basis.
“(3) LIMITATION ON ACCEPTANCE OF, AND PAYMENTS FOR, CER-
TAIN REFERRALS.—
‘“A) IN GENERAL. Exce;t_“g rovided in subparagraph
(B), a home intravenous rapy provider rnay not

provide home intravenous drug services under this
part to an individual if the wduaFy referring physician

(as defined in subparagraph (D)), or an mmedlate family
member of the physician



PUBLIC LAW 100-360—JULY 1, 1988 102 STAT. 723

“(i) has an ownership interest in the provider, or
“(ii) receives compensation from the provider.
O Sabparagraph (AX) shall not appl

“(i) Su p i) s not apply—

*I) if the ownership interest is tf‘:e ownership of
stock which is traded over a publicly-regulated
exchange and was Igurchased on terms generally
available to the public, or

‘(II) if the provider is a sole home intravenous
drug therapy provider (as defined by the Secretary)
in a rural area.

“(i1) Subparagraph (AXii) shall not apply if the com-
pensation is reasonably related to items or services
actually provided by the physician and does not vary in
proportion to the number of referrals made by the
referring physician, but such exception not
apply to compensation provided for direct patient care
services.

“(iii) Subparagraph (A) shall not be construed to
apply to a refe: hysician whose only ownership or
financial relationship with the oiprovider is as an un-
compensated officer or director of the provider.

“(”}WEI' (A) also shall not apply in such
cases, lished by the Secretary in regulations, in

which the nature of the ownership or compensation

does not pose a substantial risk of program abuse.
“(C) SANCTIONS.—

“(i) DENIAL OF PAYMENT.—No payment may be made
under this part for home intravenous therapy
serviﬁsmwhlch are provided in violation of subpara-
gra ;

“(ii) CIvIL MONEY PENALTY FOR IMPROPER CLAIMS.—
Any person (including a home intravenous drug ther-
apy provider or physician) that presents or causes to be
presented a claim for an item or service that such

rson knows or should know is for an item or service
or which payment may not be made under subpara-
g‘raph(A)shallbes&:o%iecttoacivilmoneype ty of
not more than $15, for each such item or service.

The provisions of section 1128A (other than the first

sentence of subsection (a) and other than subsection (b))

shall apply to a civil money penalty under the previous

sentence in the same manner as such provisions appl

to a penalty or proceeding under section 1128&&{
‘(D) REFERRING PHYSICIAN DEFINED.—In this ph,

the term ‘referring physician’ means, with respect to

providing home intravenous drug therapy services to an
individual, a physician who—

‘(i) prescribed the covered home IV drug for which
the services are to be provided, or

“(ii) established the plan of care for such services.”.

(2) Propac stupy.—The Prospective Payment Assessment 42 USC 1395ww
Commission shall conduct a study, and make recommendations note.
to Congress and the Secre of Health and Human Services by
not later than March 1, 1991, concerning appropriate adjust-
ment to the payment amounts provided under section 1886(d) of
the Social Security Act for inpatient hospital services to account
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for reduced costs to hospitals resulting from the amendments
made by this section.

(3) INSPECTOR GENERAL REPORT ON POTENTIALLY ABUSIVE
OWNERSHIP OR COMPENSATION ARRANGEMENTS.—The Inspector
General of the Department of Health and Human Services shall
study and report to Congress, by not later than May 1, 1989,
concerning—

(A) physician ownership of, or compensation from, an
entity providing items or services to which the physician
makes referrals and for which payment may be made under
the medicare program;

(B) the range of such arrangements and the means by
which they are marketed to physicians;

(C) the potential of such ownership or compensation to
influence the decision of a physician regarding referrals
and to lead to inappropriate utilization of such items and
services; and

(D) the practical difficulties involved in enforcement ac-
tions against such ownership and compensation arrange-
ments that violate current antikickback provisions.

Such report shall include such recommendations as may be
appropriate to strengthen current law provisions to prevent
program abuse.

(d) CERTIFICATION.—

(68 énedcmm.—Section 1835(a)2) (42 U.S.C. 1395n(a)2)) is
amended—

(A) by striking “and” at the end of subparagraph (E);

(B) by stnkmg the period at the end of subparagraph (F)
and inserting “; and”; and

(C) by msertmg after subparagraph (F) the following new
subparagra h:

Q) in the case of home intravenous drug therapy serv-
ices, (i) such services are or were required because the
individual needed such services for the administration of a
covered home IV , (ii) a plan for furnishing such serv-
ices has been established and is reviewed periodically by a
physician, (iii) such services are or were furnished while the
individual is or was under the care of a tphyslcmn (iv) such
services are administered in a place of residence used as
such individual’s home, and (v) with respect to such services
initiated before January 1, 1993, such services have been
reviewed and approved by a utilization and peer review
organization under section 1154(a)X16) before the date such
services were initiated (or, in the case of services first
initiated on an outpatient basis, within 1 working day
(except in exceptional circumstances) of the date of initi-
ation of the services).”.

(2) PRO PRIOR APPROVAL REQUIRED.—Section 1154(a) (42 U.S.C.
1320c-3(a)) is amended by adding at the end the following new
paragraph:

“(16) Tge(f)rganﬂllzatm;e:that{)l orm t?: review descrtilbad in

aragra with res; ome intravenous drug therapy
Eemcesp(as defined in section 1861(jjX1)) initiated before Janu-
ary 1, 1993, within 1 working dﬂi of the date of the organiza-
tion’s recelpt of a request for such review. The Secretary shall
establish criteria to be used by such an organization in conduct-
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ing reviews with respect to the appropriateness of home intra-
venous drug therapy services under this paragraph.”.

(e) CermiFicaTioON oF Home INTRAVENOUS DRruUG THERAPY PRrO-
VIDERS; INTERMEDIATE SANCTIONS FOR NONCOMPLIANCE.—

(1) TREATMENT AS PROVIDER OF SERVICES.—Section 1861(u) (42
U.S.C. 1395x(u)) is amended by inserting ‘home intravenous
drug therapy provider,” after “hospice program,”.

(2) CONSULTATION WITH STATE AGENCIES AND OTHER ORGANIZA-
TioNS.—Section 1863 (42 U.S.C. 1395z) is amended by striking
“and (dd)X2)” and inserting ‘“(dd)X2), and (jX3)”.

(3) USE OF STATE AGENCIES IN DETERMINING COMPLIANCE.—
Section 1864(a) (42 U.S.C. 1395aa(a)) is amended—

(A) in the first sentence, by inserting “or a home intra-
vezcxlous drug therapy provider,” after “hospice program”,
an

(B) in the second sentence, by striking “or hospice pro-
gram” and inserting “hospice program, or home intra-
venous drug therapy provider”.

(4) APPLICATION OF INTERMEDIATE SANCTIONS.—Section 1846
(42 U.S.C. 1395w-2) is amended—

(A) in the heading, by adding “AND FOR QUALIFIED HOME
INTRAVENOUS DRUG THERAPY PROVIDERS” at the end;

(B) in subsection (a), by inserting “or that a qualified
home intravenous drug therapy provider that is certified
for participation under this title no longer substantially
meets the requirements of section 1861(jjX3)” after “under
this part”; and

(C) in subsection (bX2XA)Xiv) by inserting “or home intra-
venous drug therapy services” after ‘“clinical diagnostic
laboratory tests”.

(f) USE oF REGIONAL INTERMEDIARIES IN ADMINISTRATION OF BENE-
FIT.—Section 1816 (42 U.S.C. 1395h) is amended by adding at the end
thereof the following new subsection:

“(k) With respect to carrying out functions relating to payment for Contracts.
home intravenous drug therapy services and covered home IV
drugs, the Secretary may enter into contracts with agencies or
organizations under this section to perform such functions on a
regional basis.”.

(g) ErFecTIVE DATE.—The amendments made by this section shall 42 USC 1320c-3
apply to items and services furnished on or after January 1, 1990. note.

SEC. 204. COVERAGE OF SCREENING MAMMOGRAPHY.

(a) IN GENERAL—Section 1861 (42 U.S.C. 1395x) is amended—
(1) in subsection (s)—

(A) by redesignating paragraphs (13) and (14) as para-
graphs (14) and (15), respectively,

(B) by striking “and” at the end of paragraph (11),

(C) by striking the period at the end of paragraph (12) and
inserting “; and”, and

(D) by l:::semng after paragraph (12) the following new

paragraph:
“(13) screening mammography (as defined in subsection
(kk)).”; and
(2) by adding at the end the following new subsection:
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“Screening Mammography

“(kk) The term ‘screening mammography’ means a radiologic
Murepmndedtoawnmanforthepurpoeeofeaﬂydetechonof
cancer and includes a physician's interpretation of the results

of the procedure.”.
(b) PAyMENT AND CoVvERAGE.—Section 1834 (42 U.S.C. 1395m), as
amended by sections 202(bX4) and 203(cX1XF) of this Act, is

(1) in subsection (bX1XB), by inse “and subject to subsec-
tion (e)1XA)” after ‘“‘conversion fach:lrs and

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

“(e) PAYMENTS AND STANDARDS FOR SCREENING MAMMOGRAPHY.—

“(1) In cenErAL—Notwithstanding any other provision of
this part (except as provided in section 1 c)), with respect to
expenses for screening mammography (as defined in
section 1861(kk))—

“(A) payment may be made only for screening mammog:
raphy oondu.cl:odl;l?l (czt)mmshent with the frequency permtted
under paragra;

“(B) payment may be made only if the screeni
mammography meets the quality standards establi
under paragraph (3); and

“(C) the amount of theeaptzfment under this part shall,
subject to the deductible lished under section 1833(b),
be equal to 80 percent of the least of—

“(i) the actual for the screening,

‘(i1) the fee schedule established under subsection (b)
with respect to both the professional and technical
components of the screening mammography, in the
case of screening mammography subject to such sched-
ule but for this wp or

“(iii) the limit lished under paragraph (4) for the
screening mammography.

“(2) FREQUENCY COVERED.—

“(A) In cENEraL.—Subject to revision by the Secretary

under aubparag‘mph B)>—
(l)Nopaymentmaybemadeunderthmpartfor
screening mammography performed on a woman under

35 years
“A(id) Payment may be made under this part for only 1
screening mammography performed on a woman over
deeamofagn,butundermsrearsofage
“(iii) In the case of a woman over 39 years of age, but
under 50 years of age, who—
() is at a high risk of developing breast cancer
(as determined pursuant to factors identified by
e ft e 4 el megranky pectirined
or a screening mammography perfo
mtth:rtthe 11 months of a pmw% screening
mammography, or
“(ID is not at a high risk of developing breast
cancer, payment may not be made under part
for a screening mammography performed within
thel? months after a previous screening mammog-
raphy.
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“/iv) In the case of a woman over 49 years of age, but
under 65 years of age, payment may not be made under
this part for screening mammography performed
within 11 months after a previous screening mammog-

raphy.

3(3 In the case of a woman over 64 years of age,
payment may not be made for screening mammog-
raphy performed within 23 months after a previous
screening mammography.

“(B) REVISION OF FREQUENCY.—

“(i) Review.—The Secretary, in consultation with the
Director of the National Cancer Institute, shall review
periodically the appropriate frequency for performing
screening mammography, based on age and such other
factors as the Secretary believes to be pertinent.

“(ii) REVISION OF FREQUENCY.—The Secr 3
into consideration the review made under clause (i),
may revise from time to time the frequency with which
screening mammography may be paid for under this
subsection, but no such revision shall apply to screen-
ing mammography performed before January 1, 1992.

“(3) Quariry STANDARDS.—The Secretary shall establish Safety.
standards to assure the safety and accuracy of screem
mamm phy performed under this part. Such standards
include the requirements that—

“(A) the equipment used to perform the mammography
must be specifically designed for mammography and must
meet radiologic stan established by the Secretary for
mammography;

“(B) the mammography must be performed by an individ-
ual who—

“(i) is licensed by a State to perform radiological
procedures, or

“(i1) is certified as qualified to perform radiological

rocedures by such an appropriate organization as the
gecretary specifies in ations;

" “C) }fhe results of the mammography must be interpreted

y a physician—
‘(i) who is certified as qualified to interpret radiologi-
cal procedures by such an appropriate board as ?Ele
Secre specifies in regulations, or

“(ii) who is certified as qualified to interpret screen-

ing mammography procedures such a program as
the recgﬁgm in tion as assuring the
qualifications of individual with respect to such
interpretation; and

“(D) with respect to the first screening mammography Records.
performed on a woman for which payment is made under
this part, there are satisfactory assurances that the results
of the mammography will be placed in permanent medical
records maintained with respect to the woman.

“(4) Limrr.—

“(A) $50, inpEXED.—Except as provided by the Secretary
under subparagraph (B), the limit established under this
paragraph - .

(1) for screening mammography performed in 1990,
is $50, and
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“(ii) for screening mammography performed in a
subsequent year is the limit established under this
paragraph for the preceding year increased by the
percentage increase in the MEI for that subsequent
year.

“(B) RepuctioN oF LiMIT.—The Secretary shall review
from time to time the appropriateness of the amount of the
limit established under this paragraph. The Secretary may,
with respect to screening mammography performed in a
year after 1991, reduce the amount of such limit as it
applies nationally or in any area to the amount that the
Secretary estimates is required to assure that screening
mammography of an appropriate quality is readily and
conveniently available during the year.

“(C) APPLICATION OF LIMIT IN HOSPITAL OUTPATIENT SET-
TING.—The Secretary shall provide for an appropriate
allocation of the limit established under this paragraph
between professional and technical components in the case
of hospital outpatient screening mammography (and com-
parable situations) where there is a claim for profes-
sional services separate from the claim for the radiologic
procedure.

“(5) LIMITING CHARGES OF NONPARTICIPATING PHYSICIANS.—

“(A) IN GENERAL.—In the case of mammography screen-
ing performed on or after January 1, 1990, for which pay-
ment is made under this subsection, if a nonparticipating
uﬂfmcmn or supplier provides the screening to an individ-

entitled to benefits under this part, the physician or
supplier may not charge the individual more than the
limiting charge (as defined in su gergtgraph (B), or, if ap-
plicable and if less, as defined in su ion (b)5)B)).

“(B) LIMITING CHARGE DEFINED.—In subparagraph (A), the
term ‘limiting charge’ means, with respect to screening
mammography performed—

“@) in 1990, 125 percent of the limit established
under paragraph (4),

“(ii) in 1991, 120 percent of the limit established
under paragraph (4), and

““(iii) after 1991, 115 percent of the limit established
under paragraph (4).

“(C) EnvorcEMENT.—If a physician or supplier knowing
and willfully imposes a charge in violation of subparagraph
(A), the Secretary may apply sanctions against such ph 1-
cian or supplier in accordance with section 1842(X2).

(c) CERTIFICATION OF SCREENING MAMMOGRAPHY QUALITY AND-

ARDS.—

(1) Section 1863 (42 U.S.C. 1395z) is amended by inserting “or
whether screening mammography meets the standards estab-
lished under section 1834(eX3),” after “1832(a)2)XF)i),”.

(2) The first sentence of section 1864(a) (42 U.S.C. 1395aa(a)) is
amended by inserting before the period the following: “, or
whether screening ography meets the standards estab-
lished under section 1834(e)3)”

(3) Section 1865(a) (42 U.S.C. 1395bb(a)) is aménded by insert-
ing “1834(e)3),” after “1832(a)2)F)Xi),”.

(d) CONFORMING AMENDMENTS.—
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(1) Section 1833(a)X2XE) (42 U.S.C. 13951(aX2)(E)) is amended by
maemng % but excludmg screening mammography” after

iy

imaging
(2) Sectlon 1862(a) (42 U.S.C. 1395y(a)) is amended—
(A) in paragraph (1)—

(i) in sub aph (A), by striking “subparagraph
(B), (C), (D), or (E)’ and inserting “a succeeding
subparagraph

(i1) in aubparagraph (D), by striking “and” at the end,
(iii) in subparag‘raph (B), y striking the semicolon at

the end and insertin and
(W%x by adding at the end the following new subpara-

graph:

“(F) in the case of screening mammography, which is per-
formed more frequently than is covered under section 1834(e)X2)
or which does not meet the standards established under section

1834(e)((§),”, and . £ 3 .
paragra y inserting “or under paragrap.
(lmn aﬁer “(1X )u
(8) Sections 1864(a), 1865(a), 1902(a)9XC), and
1915(a)(1)XBXiiXI) (42 U.S.C. 1395aa(a), 1395bb(a), 1396a(a)X9X0),
1396n(a)1)B)1iX1)) are each amended by striking * Ramgraphs
(13) and (14)” and inserting “paragraphs (14) and (15)".

(e} ErrecTive DaTE.—The amendments made by this section shall 42 USC 1395m
ag&)y to screening mammography performed on or after January 1, note.
Paragraph (5) of section 834(9) of the Social Security Act shall

only apply until such time as the Secretary of Health and Human
Services implements the physician fee schedules based on relative
value scale developed under section 1845(e) of such Act.
(f) REPORTS.— 42 USC 1395m
(1) The Physician Payment Review Commission shall study note
and report, by July 1, 1989, to the Committees on Ways and
Means and Energy and Commerce of the House of Representa-
tives and the Committee on Finance of the Senate concernin,
the cost of providing screening mammography in a variety o
Bettuﬁ and at different volume levels.
(2) The Con&troller General shall study and report, by July 1,
1989, to the Committees specified in paragraph (1) concerning
the quality of care of screening mammography in a variety of
settings.
SEC. 205. IN-HOME CARE FOR CERTAIN CHRONICALLY DEPENDENT
INDIVIDUALS.

(a) IN GENERAL.—Section 1832(a) (42 U.S.C. 1395k(a)) is amended—
(1) in aph (2)A)—
by inserting “(i)” after “(A)”, and
(B) by inserting before the semicolon at the end the
following: “, and (ii) in-home care for a chronically depend-
ent individual for up to 80 hours in any 12-month period
described in section 861(11)(4), but not to exceed 80 hours in
any calendar year;”; and
(2) by adding at the end the following new sentence:
“In the case of in-home care (described i uﬁaragraph (2XAXii))
provided to a chronically dependent individual on any day, such
care provided for 3 hours or less on the day shall be counted (for
purpoaes of the limitation in such paragraph) as 3 hours of such
care.’
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(b) In-Home CARE FOrR CHRONICALLY DEPENDENT INDIVIDUAL DE-
FINED.—Section 1861 (42 U.S.C. 1395x), as amended by section
204(aX2) of this Act, is amended by adding at the end the following
new subsection:

“In-Home Care; Chronically Dependent Individual

“(X1) The term ‘in-home care’ means the following items and
services furnished, under the supervision of a registered professional
nurse, to a chronically dependent individual (as defined in para-
graph (2)) during the period described in paragraph (4) by a home
health agency or bmhera under armements with them made by
such agency inap of residence as such individual’s home:

‘(A) Services of a homemaker/home health aide (who has
successfully completed a training program approved by the
Secretary).

“(B) Personal care services.

“(C) Nursing care provided by a licensed professional nurse.

“(2) The term ‘chronically dependent individual’ means an
individual who—

“(A) is dependent on a daily basis on a primary caregiver who
is living with the individual and is assisting the individual
without monetary compensation in the performance of at least 2
of the activities of daily living (described in %h (3)), and

“(B) without such assistance could not perform such activities
of daily living.

“(3) The ‘activities of daily living’, referred to in paragraph (2), are
as follows:

“(i) Eating.

“(ii) Bathing.

“(iii) Dressing.

“(jv) Toileting.

““(v) Transferring in and out of a bed or in and out of a chair.

“(4) The 12-month period described in this paragraph is the 1-year
period beginning on the date that the Secretary determines that a
chronically dependent individual either—

‘A) has become entitled to benefits under section 1833(c)
(relating to having incurred out-of-pocket part B cost sharing
equal to the part B catastrophic limit), or

“(B) has become entitled to have payments made for covered
outpatient drugs under section 1834(c).

In the case of an individual who qualifies under subparagraph (A) or
(B) within 12 months after previously qualifying, the su uent
qualification shall begin a new 12-month period under this para-
graph. In the case of an individual enrolled in a buy-out plan (as
defined in section 1833(cX5XD)) or a drug buy-out plan (as defined in
section 1834(cX6XD)), the Secretary shall establish such procedures
as may be appropriate to identify individuals who are deemed to be

i in subparagraph (A) or (B), reag:tively, for purposes of
the provision of in-home care under the g F,

(c) PaAYMENT.—Section 1833(a) (42 U.S.C. 1395l(a)) is amended—

(1) in gragmph (2), by inserting “(AXii),” after “subpara-

e

g‘mgha" first %laoe it appears, )
. ) b s i« )u d = “ v X
(Dg," W (3), by striking “(D)” and inserting “(AXii)

(3}’by adding at the end the following:
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ent for in-home care for chmumall nt individuals
- be paid on tﬁna(zl:;amsg an hou:t-_ o ca:etlprouded In
applying paragrap. in the case o anorgammonrecelmg
payment under clause (A) of paragraph (1) or under a reasonable
cost reimbursement contract under section 1876 and providing cov-
erage of in-home care, the Secretary shall provide for an appropriate
adjustment in the payment amounts otherwise made to reflect the
aggregate increase in payments that would otherwise be made with
respect to enrollees in the organization if payments were made other
than under such clause or such a contract if payments were to be
made on an individual-by-individual basis.”.
(d) CERTIFICATION. 1835(a)2) [42 U S C. 1395n(aX2)), as
amended by section 203(6) of this Act, is amend
(1) by striking “and” at the end ofsubpa;gra
@2 byatnkmgthepenodattheendof paragraph (@) and
inserting in lieu thereof *; and”’; and
su(l?} by ms;::hng after subparagmph (G) the following new
p
mthecaseofm-homecamprowdedtoachmmmu“!
de ndent individual during a 12-month period, the indi
wasachromeallydependentmdl ualdurmgthes-
month period mmedlataly preceding the beginning of the
12-month period.”.
(¢) STANDARDS FOR UTILIZATION.—
(1) Section 1862(a) (42 U.S.C. 1395y(a)), as amended by section
204{(1)({21;)!’ this Act, lshameuded
m paragrap
) by striking “and” at the end of subparagraph (E),
(:lx) by adding “and” at the end of subparagraph (F),

(lv;l.by adding at the end the following new subpara-

“G) in the case of in-home care for chronically dependent
individuals, which is not reasonable and necessary to assure the
health and condition of the individual is maintained in the
individual’s noninstitutional residence;”; and

(B) in paragraph (6), by inserting “and except, in the case
of in-home care, as is otherwise permitted r paragraph
(1XG)” after “paragraph (1XC)”.
(2) The Secretary of Health and Human Services shall take
appropriate egorts 1;9 aaml:m the qualgty, and provide c{‘gr ap) ro'-;
utilization of, in-home care for chronically depe
mdum under the amendments made by this section.
(f) Errective DaTe.—The amendments made by this section shall
apply to items and services furnished on or after January 1, 1990.
Stupy of ALTERNATIVE Our-or-HoMmE Services—The Sec-
retary of Health and Human Services shall study, and report to
Congress, not later than 18 months after the date of the enactment
of this Act, on the advisability of pruvulmdg‘ chronically dependent
individuals eligible for in-home the amendments made
by this section, out-of-home services (such as adult day care services
or nursing facility services) as alternative services to in-home care.

SEC. 206. EXTENDING HOME HEALTH SERVICES.

(a) In GENERAL.—Section 1861(m) (42 U.S.C. 1395x(m)) is amended
at the end the following new sentence: “For
paragraphs (1) and (4) and sections 1814(a)2XC) and 1835(a)2 )(A),
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Contracts.
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note.
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42 USC 1395x
note.

42 USC 1395b-1
note.

Consumer
protection.

42 USC 13951
note.

nursing care and home health aide services shall be considered to be
provided or needed on an ‘intermittent’ basis if they are provided or
needed less than 7 days each week and, in the case they are ided
or needed for 7 days each week, if they are provided or needed for a
period of up to 38 consecutive days.”.

(b) ErFEcTivE DATE.—The amendment made by subsection (a)
shall apply to services furnished in cases of initial periods of home

ealth services beginning on or after January 1, 1990.

SEC. 207. RESEARCH ON LONG-TERM CARE SERVICES FOR MEDICARE
BENEFICIARIES.

(a) IN GENERAL.—The Secretary of Health and Human Services,
from the funds approTariated under subsection (b), shall provide for
research on issues relating to the delivery and financing of long-
term care services for medicare beneficiaries. Such research sl'ﬁ.l
include research into at least the following areas:

(1) The financial characteristics of medicare beneficiaries who
receive or need long-term care services, including whether such
beneficiaries are eligible for medicaid benefits for such services.

(2) How the financial and other characteristics of medicare
beneficiaries affect their utilization of institutional and
noninstitutional long-term care services.

(3) How relatives of medicare beneficiaries are affected finan-
cially and in other ways because the beneficiaries require or
receive long-term care services.

(4) The quality of long-term care services (in community-based
and custogjal settings) and how the provision of long-term care
services may reduce expenditures for acute health care services.

(6) The effectiveness of, and need for, State and Federal
consumer protections which assure adequate access to and pro-
tect the rights of medicare beneficiaries who are provided long-
term care services (other than in a nursing faci]ityg.

(b) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated, in equal from the Federal Hospital Insurance
Trust Fund and from the Federal Supplemen Medical Insurance
Trust Fund, $5,000,000 for each of fiscal 1989, 1990, 1991, 1992,
and 1993 to out the research described in subsection (a).

(c) LonG-TErM CARE SERvVIiCES DEFINED.—In this section, the term
“long-term care services” includes nursing home care, home care,
community-based services, and custodial care.

(d) RErorTS.—The Secretary of Health and Human Services shall
submit interim reports by December 1, 1990, and by December 1,
1992, and a final report by June 1, 1994, concerning the demonstra-
tion projects conducted under this section.

SEC. 208. STUDY OF ADULT DAY CARE SERVICES.

(a) SurvEYy oF CURRENT ApurLt DAy CAre Services.—The Sec-
retary of Health and Human Services shall conduct a survey of
adult day care services in the United States to collect information
concerning—

(_&i) the scope of such services and the extent of their avail-

(2)tythe characteristics of entities providing such services;

(8) licensure, certification, and other quality standards that
are applied to those providing such services;

(4) tge cost and financing of such services; and

(5) the characteristics of the people who use such services.
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(b) RerorT.—The Secretary shall report to Co: , by not later
than 1 year after the date of the enactment of this Act, on the
information collected in the survey. Based on such information, the
Secretary shall include in the report recommendations concerning
appropriate standards for cwerag;::f adult day care services under
medicare, including defining chronically dependent individuals,
defining services included in adult day care services, establishing
qualifications of providers of adult day care services, and establish-
ing a reimbursement ism.

(c) Apurt DAY CARE SErvices DeFiNED.—In this section, the term
“adult day care services” means medical or social services ided
in an o i nonresidential setting to chronically impaired
individ who are not inpatients in a medical institution.

Subtitle B—Medicare Part B Monthly
Premium Financing

SEC. 211, ADJUSTMENT IN MEDICARE PART B PREMIUM. Prescription

(a) IN GENErRAL.—Section 1839 (42 U.S.C. 1395r) is amended by
adding at the end the following new subsection:

“(gX1XA) Except as provided in this paragraph, paragraphs (4) and
(5), and subsections (b) and (f), the monthﬂ premium for each
individual enrolled under this otherwise determined, without
regard to this subsection, be increased by the sum of the
catastrophic cove monthly premium and the prescription drug
monthly premium for months in the year determined under the
following table (for months occurring in 1989 through 1993) or
determined in accordance with paragraphs (2) and (3) (for months
after December 1993): '

The
prescription
The catastrophic coverage monthly monthly
“In the case of: premium is: premium is;
1989 $4.00 0
1990 $4.950 0
1991 $6.46 $1.94
1992 $6.75 $2.45
1993 $7.18 $3.02.

‘“(BXi) Except as provided in subparagraph (C), if the amount of
the supplemental premium rate otherwise determined under section
59B of the Internal Revenue Code of 1986 for taxable Jears begin-

ing in a calendar year is increased as a result subsection
(e)(E)(A)(i) of such section or is reduced as a result of subsection
(eX2)XAXii) of such section, the monthly premium increase otherwise
determined under this paragraph s be reduced or increased,
respectively, htim amount equal to—
“M fa. of the excess or shortfall, respectively, determined
Ic'llxpt'ler c;ause (ii) for the year, as adjusted under clause (iv),_

y
“(ID the average number of individuals covered under this
part during the p: i ;
“(i1) The excess or shortfall determined under this clause for a
mﬂis th?;f excess or shortfall, determined by the Secretary of the
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‘“I) the total amount of the supplemental premiums imposed
under section 59B of the Internal Revenue Code of 1986 in the
2nd preceding year, over

‘“(II) the total amount of such premiums which would have
been imposed in such year if the supplemental premium rate
under such section had been increased by the shortfall rate, or
decreased by the excess rate, described in clause (iii).

“(iii) The excess rate or shortfall rate under this clause for a year
is the excess or shortfall of—

“(I) the supplemental premium rate established under section
59B of the Internal Revenue Code of 1986 for taxable years
beginning in the year, and

“(II) the amount of such supplemental rate if determined
without regard to subsection (e}(2)(A) of such section.

“(iv) The amount determined under clause (iXI) for a year shall be
increased by the percentage by which the per capita catastrophic
coverage premium liability (as determined in section 59B(e)X3)XD)Xii)
of the Internal Revenue Code of 1986) for the second preceding year
exceeds such liability for the fourth preceding year (determined as if
the catastrophic coverage premium rate for the second p
calendar year were the same as the rate in effect for the fourth
preceding calendar year).

“(C) In no event shall the monthly premium increase in effect
under this paragraph for months in a year after 1993 be less than
the monthly premium increase in effect under this paragraph for
months in the preceding year.

“(D) If subparagraph (B) or subparagraph (C), or both, affects the
increase in the monthly premium determined under this paragraph
for a year, the increase in the monthly premium determined after
the application of such subparagraph or subparagraphs shall be
allocated between the catastrophic coverage monthly premium and
the prescription drug monthly premium on the basis of the respec-
tive amounts of such premiums without regard to the application of
either such subparagraph.

“(2)A) In the case of months in a year after 1993, the catastrophic
coverage monthly premium is the catastrophic coverage monthly
premium (in effect under paragraph (1) or this paragraph for
months in the preceding year, determined without regard to para-
graph (1)B) or (1)XC)) adjusted by the percentage determined under
subparagraph (B) for the year.

“(B) The percentage determined under this subparagraph for a
year shall be the sum of—

(i) the outlay-premium percentage, and

“(ii) the reserve account percentage.

For purposes of the preceding sentence, negative percentages shall
be taken into account as negatives.

“(CXi) Except as provided in clause (ii), the outlay-premium
percentage for any year is the percentage by which—

“(I) the per capita catastrophic outlays in the 2nd preceding
year exceeds

‘(II) such outlays in the 3rd preceding calendar year.

If there is no excess, this clause shall be applied by substituting ‘is
less than’ for ‘exceeds’ and the percentage determined with such
subagt;ltion shall be taken into account as a negative percentage.

“Gif) Tf—
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“(I) the percentage increase in the CPI for the 12-month
period ending with May of the preceding calendar year, exceeds
(or is less than)

“(IT) such increase for the 12-month period ending with May
of the 2nd preceding calendar year,

by at least 1 percentage point, the percentage determined under
clause (i) for any year s be adjusted up (or down, respectively) by
Y% of the amount by which such excess (or shortage, respectively)
exceeds 1 percent.

“(DXi) The reserve account percentage for any calendar year is the
percentage which the premium change determined under clause (ii)
is of the catastroﬂgc coverage monthly premium in effect under
paragraph (1) or this paragraph for the preceding year (determined
without regard to paragraph (1XB) or (1XC)). If there is an excess
determined under clause (iii), the percentage determined under the
preceding sentence shall be taken into account as a negative
percentage.

“(ii) The premium change determined under this clause for any
year is the adjustment in the catastrophic coverage monthly pre-
mium (otherwise in effect for the 2nd preceding year) which the
Secretary determines would have resulted in an te increase
(or decrease) in the premiums imposed by this su ion for such
year equal to 37 percent of the shortfall or excess determined under
clause (iii) for the calendar year.

“(iii) The shortfall (or excess) determined under this clause for any
year is the amount by which—

“I) 20 percent of the outlays during the 2nd preceding cal-
endaﬂear from the Medicare Catastrophic Coverage Account
created under section 1841B, exceeds (or is less than)

“(II) the balance in such Account as of the close of such 2nd
preceding calendar year (determined by taking into account
previous premium increases by reason of the reserve account

rcentage under this paragraph or section 59B(e) of the

nternal Revenue Code of 1986 which have not been credited
into such Account).

“(3) In the case of months in a year after 1993, the prescription
drug monthly premium shall be determined under rules similar to
the rules of paragraph (2); except that—

“(A) in determining the prescnggtion d.ruﬁ monthly premium

8, the foll

for any month in a year before 1 owing percentages

shall substituted for 20 percent in paragraph (2)D)iiiXI):

“In the case of year: The percentage is:
1994 5
1995 50
1996 25
1997 25

“(B) no adjustment by reason of the outlay-premium percent-
age shall be made for any calendar year before 1998;

‘“(C) any reference to the Medicare Catastrophic Coverage
Account shall be treated as a reference to the Federal Cata-
strophic Drug Insurance Trust Fund; and

‘(D) any reference to the catastrophic coverage monthly pre-
mium shall be treated as a reference to the prescription dI;ug
monthly premium.

“(4XA) In the case of an individual who is a resident of Puerto Rico Territories, U.S.
or who is a resident of another U.S. commonwealth or territory
during a month, instead of the premium increase provided under
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paragraph (1), subject to subsection (b), the monthly premium for
each individual enrolled under this part otherwise determined,
without regard to this subsection, shall be increased by the sum of—
“(i) the catastrophic coverage monthly premium determined
under subparagraph (B) for such resident for the year, and
“(ii) the prescription drug monthly premium determined
under subparagraph (C) for the resident for the year.
“(B) The catastrophic coverage monthly premium for months—
“(i) in 1989 is $1.30 for a resident of Puerto Rico and $2.10 for
a resident of another U.S. commonwealth or territory;
“(ii) in 1990 is $3.56 for a resident of Puerto Rico and $5.78 for
a resident of another U.S. commonwealth or territory; and
“(iii) in a subsequent year, with respect to a resident of Puerto
Rico or a resident of another U.S. commonwealth or territory, is
the catastrophic coverage monthly premium established under
this subparagraph for the preceding year with respect to such a
resident increased by the same percentage (estimated by the
Secre!.a.l('ly in September of that Ereceding year) by which—
! egd the per capita catastrophic outlays for the year, will
exc
“(II) the per capita catastrophic outlays for that preced-
ing year.
‘/C) The prescription drug monthly premium for months—
“(i) in 1990 is $0.14 for a resident of Puerto Rico and $0.22 for
a resident of another U.S. commonwealth or territory;
“(ii) in 1991 is $1.21 for a resident of Puerto Rico and $1.93 for
a resident of another U.S. commonwealth or territory; and
“(iii) in a subsequent year, with respect to a resident of Puerto
Rico or a resident of another U.S. commonwealth or territory, is
the prescription drug montgtl{ premium established under this
subparagraph for the preceding year with respect to such a
resident increased by the same percentage (estimated by the
Secre in September of that preceding year) by which—
““(I) the per capita prescription drug outlays for the year,
will exceed
“(I) the per capita prescription drug outlays for that

preceding year. = .
“(5XA) In the case of a part B only individual (as defined in
paragraph (8)XF)) during a month, instead of the premium increase
provided under paragraph (1), subject to subsection (b), the monthly
premium otherwise determined, without regard to this subsection,
shall be increased by the sum of—
“(1) the catastrophic coverage monthldy premium determined
under subparagraph (B) for the year, an
“(ii) the prescription drug monthly premium determined
under subparagraph (C) for the year. )
“(B) The catastrophic coverage monthly premium for months—
“(i) in 1990 is $8.57, and
“(ii) in a subaecgue%nt year is Yioth of the average actuarial
expenses that the Secretary estimates (during September before
the year) will be incurred during the year for benefits and
administration costs (other than benefits and costs attributable
to part A) for which outlays may be made from the Medicare
Catastrophic Coverage Am:court{'lt].l g s
“(C) The prescription drug monthly premium for months—
“(i) in 1990 % $0.53,
(ii) in 1991 is $4.61, and
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“(iii) a subsequent year is Yisth of the average actuarial
expenses that the Secretary estimates (during September before
the year) will be incurred during the year for benefits and
administration costs for which outlays may be made from the
Federal Catastrophic Drug Trust Fund.

“(6XA) If any premium increase for a month under this subsection
is not a multiple of 10 cents, the Secretary shall round the increase
to the nearest multiple of 10 cents.

“(B) If the Secre so rounds the ium increase, the amount
of such increase be allocated the catastrophic cov-
erage monthly premium and the prescription drug monthly pre-
mium on the basis of the respective amounts of such premiums
without to the application of subparagr:})h (A).
~ (TXA) Secretary and the Secretary of the Treasury shall

intly—
£B yout (bagining With 1908) & Docmed fegubotion $o Juish. Basiin
each year wi a pro; on PeL:
ish premium increases under this subsection for months in the I‘f::i‘(‘,’:é
following year, i I k - NS '
“(ii) report to Congress, by not later than September 1 of su Reports.
year, on the final premiums to be published under clause (iii), %

and
"(iixmbliah in the Federal Register, during the last 3 days of Federal
September of each such year, a final tion establishi Register,
i1:‘|:|{)11'n:l'gly premiums under this subsection for months in the Rublication
ollo year.
“B) Th‘gngecmtary shall report to Congress, in 1993, i Reports.
the appropriateness of the level of um increases lish Territories, U.S.

under paragraph (4) for residents of Puerto Rico and of other U.S.
commonwealths and territories.
“(8) For purposes of this subsection:

“(A) The term ‘per capita catastrophic outlays’ means, with
respect to any year, the amount (as determined by the Sec-
retary) equal to—

“@) the outlays during such year from the Medicare
Catastrophic Coverage Account, divided by

“(ii) the average number of individuals entitled to receive
benefits under part A during such year.

“(B) The term ‘per capita prescription drug outlays’ means,
with resp;actut:]ﬁyear.theamount (as determined by the
3901'9'-31',7 eq

“@) the outlays during such mr from the Federal Cata-
strophic Drug Insurance Trust d, divided

“(ii) the average number of individuals entitled to receive
benefits under part A during such year.

‘(C) The percentage increase in the CPI for any 12-month
Eriodahallbethepercen by which the Consumer Price

dex (as defined in section 1(fX5) of the Internal Revenue Code
of 1986) for the last month of such period exceeds such Index for
the last month of the ing 12-month period.

“(D) The term ‘Medicare Catastrophic Account’
refers to such Account as created under section 1841B.

“(E) The term ‘U.S. commonwealth or territory’ means Puerto
Rico, the United States Viﬁlslands, Guam, American Samoa,
or the Northern Mariana ds.

“(F) The term ‘part B only individual’ means, with respect to
a month, an individual who—
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42 USC 1395mm.

“(i) is not a resident of a U.S. commonwealth or territory
(as defined in subparagraph (E)) during the month,

*(ii) is entitled to benefits under this part, and

“(iii) is not entitled to (or, on application without
ment of an additional premium, would not be entitl to)
benefits under part A or is entitled to benefits under such

are gnly because of payment of a premium under section

(b) ExTEnsioN of HoLp-HarmLESs Provision.—Subsection (f) of
section 1839 (42 U.S.C. 1395r) is amended to read as follows:

“(f) For any calendar year after 1988, if an individual is entitled to
monthly benefits under section 202 or 223 or to a monthly annuity
under section 3(a), 4(a), or 4(f) of the Railroad Retirement Act of 1974
for November and December of the preceding year, and if the
monthly premium of the individual under this section for December
and for January is deducted from those benefits under section
1840(a)1) or section 1840(bX1), the monthl uﬂfrelmum otherwise
determined under this section for an individual for that year shall
not be increased, pursuant to this subsection, to the extent that such
increase would reduce the amount of benefits payable to that
individual for that January below the amount of benefits payable to
that individual for that December (after the deduction of the pre-
mium under this section). For puﬁpose this subsection, retro-
active adjustments or payments and deductions on account of work
shall not be taken into account in determining the monthly benefits
to which an individual is entitled under section 202 or 223 or under
the Railroad Retirement Act of 1974.”

(c) CONFORMING AMENDMENTS

(1) Section 1839 (42 U.S.C. 18951') is amended—

(A) in the second sentence of subsections (a)X1) and (a)4),
by inserting “(other than costs relating to the amendments
made by the Medicare Catastrophic Coverage Act of 1988)"
before the period;

(B) by inserting before the period at the end of the last
sentence of subsections (aX1) and (a)4) the following: “, but
shall not take into account any amounts in the Trust Fund
that may be attributable to receipts or uuﬂa’ya relating to
the Medicare Cataatrogh.lc Coverage Accoun
L %C]) in ?jubna;’e'ction (aX2), by striking “and (e)” and inserting

» &), an ’

(D) in su ion (aX3), by striking “subsection (e)” and
inserting “subsections (e) and @

(E) in subsection (b stnkm‘g “determined under
subsection (a) or (e)” and msertang otherwise determined
under this section (without regard to subsections (f) and
(2X6))”; and

(F) in subsection (eX1), by maertmﬁ “except as provided in
subsection (g),” after “subsection (a)

(2) Section 1844(a) (42 U.S.C. 1395w(a)) is amended by adding
e at the end tt}ife followmtg X " 4
“In compu amount of premiums and premiums
per enrt?llet;ns under paragraph : i Kers shall not be taken into
account premiums attributable to sectlon 1839(g) or section 59B of
the Internal Revenue Code of 1986.”
(3) Section 1876(a)5) (42 U.S.C. 1395fflaX5) is amended—

(A) by striking “and the Federal Su ‘Pplementary Medical

Insurance Trust Fund” and inserting “, the Federal Supple-
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mentary Medical Insurance Trust Fund, and the Federal
Catastrophic Drug Insurance Trust Fund”, an
(B) by amending the second sentence to read as follows:
“The portion of that payment to the organization for a month to be Contracts.
- paid by each trust fund shall be determined as follows:
“(A) In regard to expenditures by eligible organizations
having risk-sharing contracts, the allocation shall be deter-
mined each year by the Secretary based on the relative weight
that benefits from each fund contribute to the adjusted average
per capita cost.
‘“B) In regard to expenditures by eligible organizations
operating under a reasonable cost reimbursement contract, the
initial allocation shall be based on the plan’s most recent
huclfet such allocation to be adjusted, as needed, after cost
settlement to reflect the distribution of actual expenditures.".
(d) ErrecTivE DATE.—The amendments made by this section shall 42 USC 1395¢
apply (except as otherwise specified in such amendments) to note
monthly premiums for months beginning with January 1989.

SEC. 212. ESTABLISHMENT OF FEDERAL CATASTROPHIC DRUG INSUR-
ANCE TRUST FUND; FUND TRANSFERS.

(a) IN GENERAL.—Part B of title XVIII is amended by inserting
after section 1841 the following new section:

“FEDERAL CATASTROPHIC DRUG INSURANCE TRUST FUND

“Sec. 1841A. (a)1) There is hereby created on the books of the 42 USC 1395t-1.
Treasury of the United States a trust fund to be known as the
‘Federal Catastrophic Drug Insurance Trust Fund’ (in this section
referred to as the ‘“Trust Fund’). The Trust Fund shall consist of such
gifts and bequests as may be made as provided in section 201(iX1)
and amounts transferred to it in accordance with section 1841(j) or
under paragraph (2).

“(2) There are hereby appropriated to the Trust Fund amounts
equivalent to 100 percent of the supplemental premiums imposed by
section 59B of the Internal Revenue Code of 1986 which are attrib-
utable to the prescription drug rate. The amounts appropriated by
the preceding sentence shall be transferred from time to time (not
less frequently than monthly) from the general fund in the Treasury
to the Trust Fund, such amounts to be determined on the basis of
estimates by the Secretary of the Treasury of the premiums, speci-
fied in the preceding sentence, paid to or deposited into the Treas-
ury; and proper adjustments shall be made in amounts subsequently
transferred to the extent prior estimates were in excess of or were
less than the premiums specified in such sentence. At the close of
each year, the transfers under this subsection shall reflect all
premiums paid or deposited (as specified in this subsection) into the
Treasury in the year.

“(b) The provisions of subsections (b) through (i) of section 1841
shall apply to the Trust Fund in the same manner as they apply to
the Federal Supplementary Medical Insurance Trust Fund.

“(c) Notwithstanding any other provision of this title, all pay-
ments under this part on or after January 1, 1990, for benefits and
administrative costs relating to covered outpatient drugs shall be
made from the Trust Fund.
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Federal “(dX1) The Secretary of the Treasury, in consultation with the
s I‘;fg:{ion Boag’dteof Trustees of the Trust Fund, shall publish in the Federal
3 =T

“(A) not later than July 1 of each year (beginning with 1992),
information on—

“(i) the outlays made from the Trust Fund in the preced-

year, and

‘(ii) the balance in the Trust Fund as of the close of the

grecadmg' {ea.r; and

“(B) during the last 3 days of September of each such year, the
prescription drug monthly premiums to be established under
section 1839(g) for months in the succeeding year.

Reports. “(2) The Secretary shall rggort to Congress, not later than July 1
of each fyrt(e)ar inning with 1992), respecting the distribution of
outla, m the Trust Fund in the previous year among major
spendi cate%zries. The Comptroller General shall report, not later
t September 1 of each year, to Congress concerning the
completeness and accuracy of the Sec 's report under the
previous sentence and of the premiums established under section
1839(g) and under section 59B of the Internal Revenue Code of 1986.

‘“e) In this part, with respect to the Trust Fund and the Medicare
Catastrophic Coverage Account, the terms ‘outlays’ and ‘receipts’
mean, with respect to a quarter or other period.,ﬁ'roaa outlays and
receipts, as such terms are employed in the ‘Monthly Treasury
Statement of Receipts and Outlays of the United States Government
(MTS), as published by the Department of the Treasury, for months
in such quarter or other period.”.

(b) TRANSFERS OF CERTAIN PREMIUMS.—

(1) TRANSFER OF FLAT PRESCRIPTION DRUG PREMIUMS TO FED-
ERAL CATASTROPHIC DRUG INSURANCE TRUST FUND.—Section 1840
(42 U.S.C. 1395s) is amended by adding at the end the following
new subsection:

“(i) Notwithstanding the previous provisions of this subsection,
premiums collected under this part which are attributable to a
prescription drug monthly premium established under section
1839(g) shall, instead of being transferred to (or being deposited to
the credit of) the Federal Supplemental Medical Insurance Trust
Fund, be transferred to (or deposited to the credit of) the Federal
Catastrophic Drug Insurance Trust Fund.”.

(2) TRANSFER OF SUPPLEMENTAL CATASTROPHIC COVERAGE PRE-
MIUMS INTO THE SMI TRUST FUND.—Section 1841(a) (42 U.S.C.
1395t(a)) is amended by adding the following: “There are hereby
appropriated to the d amounts equivalent to 100
percent of the supplemental premiums m:gosed by section 59B
of the Internal Revenue Code of 1986 which are attributable to
the catastromdphic coverage rate and which are not otherwise
appropriated under section 1817A(a)2) to the Federal Hospital
Insurance Catastrophic Coverage Reserve Fund. The amounts
appropriated by the preceding sentence shall be transferred
from time to time (not less frequently than monthly) from the
general fund in the Treasury to the Fund, such amounts
to be determined on the basis of estimates by the Secretary of
the Treasury of the premiums, specified in the preceding sen-
tence, paid to or deposited into the Treasury; and proper adjust-
ments shall be made in amounts subsequently transferred to
the extent prior estimates were in excess of or were less than
the premiums specified in such sentence. At the close of each
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year, the transfers under this subsection shall reflect all pre-
miums under section 59B of the Internal Revenue Code of 1986
pmdordepomtedmtothe'l‘reasurymtheyear”
(c) CONFORMING AMENDMENTS
(1XA) Section 201 X1XA) (42 U.s.C. 401(g)(1}(A)) is amended
by striking “and the Federal Supplementary Medical Insurance
Fund” and inserting “, Federal mi)plementary Medical
Insurance Trust Fund, and’ the Fede Catastrophic Drug
Insurance Trust Fund”.
(B) Section 201(i)(1) (42 USC. 401(1)(1);}13 amended by striking

“and the Federal S gp ical Insurance Trust
Fund” and inserti ederal Hospltal Insurance Catastrophic
Coverage Reserve d Federal Su C};plementa.ry Medical Insur-
ance TFlmngi Fund, and the Federal Catastrophic Drug Insurance

(2) Section 1833(a) (42 U.S.C. 1395l(a)) is amended, in the
matter before agraph (1), by inserting * or, as pronded in
section 1841A{cgafl;'om the Federal Catastrophic Drug Insurance
Trust Fund” after “Medical Insurance Trust Fund”.

(3) Section 18170:)) (42 U.S.C. 1395i(b)) is amended by inserting
after the sixth sentence the following: “Such report shall also
identify (and treat separately) those outlays from the Trust
Fund which are also outlays from the Medicare Catastrophic
Coverage Account created under section 1841B and those out-
lays for which there are amounts transferred into the Federal
Hospital Insurance Catastrophic Coverage Reserve Fun

(4) Section 1841(b) (42 U.S.C. 1395t(b)) is amended by maemng
after the sixth sentence the following: “Such report shall also
1de11 (and treat separately) those receipts and out.lag{a in the

d which are also receipts and outlays in the Medicare
Catastrophlc Coverage Account created under section 1841B.”.

SEC. 213. CREATION OF MEDICARE CATASTROPHIC COVERAGE ACCOUNT.

(a) In GENERAL.—Part B of title XVIII is amended by inserting
after section 1841A, as inserted by section 212, the following new
section:

“MEDICARE CATASTROPHIC COVERAGE ACCOUNT

“Sec. 1841B. (a) For pulgoses of carrying out certain provisions of 42 USC 1395t-2.
this title, and section 59 the Internal Revenue Coda of 1986,
there is hereby created on the books of the Treasury of the United
States an account to be known as the ‘Medicare Catastrophic Cov-
erage Account’ (in this section referred to as the ‘Account’), to be
maintained by the Secretary of the Treasury in consultation with
the Boards of Trustees of the Federal H ital Insurance Trust
Fund and the Federal Su lemenm Insurance Trust
il.md. I{o lfu.zd? sh:‘;ltil y be Kanaits 1m1"_'111:?1:.;1' out of tl;?

ccount, but, for other purposes or purposes
section 59B of the Internal Revenue Code of 1986, amounts credited
to the Account shall be considered receipts of the Account and
aAmounhts debited to the Account shall be considered outlays from the

ccount.

“(bX1) The Account shall be—

“(A) credited for receipts of the Federal Supplementary Medi-
cal Insurance Trust Fund attributable to the {:}rtmn of supple-
mental premiums under section 59B of the rnal Revenue
Code of 1986, and the premiums under section 1839(g), attrib-
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Federal
Register,
publication.

Reports.

Reports.

utable to the catastrophic coverage premium rate or cata-
stro&hic coverage monthly premium,

“(B) credited for receipts of the Federal Hospital Insurance
Catastrophic Coverage Reserve Fund, and

“(C) debited for outlays made under this title that are attrib-
utable to the amendments made by the Medicare Catastrophic
Coverage Act of 1988 (other than outlays relating to covered
outpatient and related administrative costs).

“(2) In addition, the Account shall be—

“(A) credited with interest (at the rate used for p of
the Federal Supplementary Medical Insurance Trust iﬁd) on
2;11)7 positive average balance maintained in the Account in a

endar quarter, and

“(B) debited with interest (at the rate used for purposes of the
Federal Supplementary Medical Insurance Trust Fund) on an
negative average balance maintained in the Account in a cal-
endar quarter.

“(3) Credits and debits under this subsection shall be made as of
the last date of each month based upon receipts and outlays occur-
ring during the month, as estimated by the Secretary and the
Secretary of the Treasury.

“(4) The Account shall also identify (and treat separately) those
credits and debits in the Account which are also receipts and outlays
in the Federal Supplementary Medical Insurance Trust Fund, those
receipts which are also receipts of the Federal Hospital Insurance
Catastrophic Coverage Reserve Fund, and those outlays that are
also outlays from the Federal Hospital Insurance Trust Fund.

“(cX1) The Secretary of the Treasury shall publish in the Federal

ter—
“(A) not later than July 1 of each year (beginning with 1990),
information on—
‘(i) the outlays made from the Account in the preceding
year, and
‘(i) the balance in the Account as of the close of the
preceding year; and
“(B) during tie last 3 days of September of each such year, the
catastrophic coverage monthly premiums to be established
under section 1839(g) for months in the su ing year.

“(2) The Secretary shall report to Congress, not later than July 1
of each year (beginning with 1990), respecting the distribution of
outlays from the Account in the previous year among major spend-
ing categories. The Comptroller General shall report, not later than
September 1 of each year, to Congress concerning the completeness
and accuracy of the tary’s report under the 1previous sentence
and of the premiums established under section 183%(g) and under
section 59B of the Internal Revenue Code of 1986.

“(d) The Secretary of the Treasury shall report to Congress in
April of each year on the status of the Account created under this
section.”.

Subtitle C—Miscellaneous Provisions

SEC. 221. VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL
HEALTH INSURANCE POLICIES.

(a) Free-Look Periop.—Section 1882 (42 U.S.C. 1395ss) is

amended—
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(1) in subsection (bX1XB), by striking “and (3)” and inserting
“through (4)”, and

(2) in subsection (c)—

(A) by striking “and” at the end of paragraph (2),

(B) by at.nkmg the period at the end of paragraph (3) and
inserting “‘; and”, and

(©) by addmg at the end thereof the following:

*(4) may, during a period of not less than 30 days after the
policy is issued, be returned for a full refund of any premiums
paid (without to the manner in which the purchase of
the policy was solici

(b) REPORTING OF INFORMATION RELATING To Loss RaTios.—Sec-
tion 1882(bX1), as amended by subsection (a), is further amended—

. (Min subparagra Cﬁh (O), by striking “(A) and (B)” and insert-

ing “(A), (B), and (

(2) by redeaxgnatmg subparagra; J}hs (C) and (D) as subpara-

graphs (D) and (E), respectively, an

(3) by inserting after subparagraph (B) the following new
subparagraph:

“(C) provides that—

‘Y1) information with respect to the actual ratio of bene-
fits provided to premiums collected under such policies will
be reported to the State on forms conforming to those
developed by the National Association of Insurance
Commissioners for such purpose, or

“(ii) such ratios will be momtored under the program in
an alternative manner approved b Séy the Secretary;”.

(c) CONSUMER INFORMATION. ion 1882(e) is amended— 42 USC 1395ss.

(1) by inserting “(1)” after “(e)”, and

(2) by adding at the end thereof the following:

“(2) The shall—

‘(A) inform all individuals entitled to benefits under this title
(and, to the extent feasible, individuals about to become so
entitled) of—

“(i) the actions and practices that are subject to sanctions
under subsection (d), and

“(ii) the manner in which they may report any such
action or practice to an appropriate official of the Depart-
ment of Health and Human Services (or to an appropriate
State official), and

“(B) publish the toll-free telephone number for individuals to Law
report suspected violations of the provisions of such subsection. enforcement

“3) The Secretary shall provide individuals entitled to benefits 2nd crime.
under this title (and, to the extent feasible, individuals about to
become so entitled) with a listing of the addresses and telephone
numbers of State and Federal agencies and offices that provide
information and assistance to md1v1duals with respect to the selec-
tion of medicare supplemental policies.”.

(d) REvisioNn oF MobpEL STANDARDS; TRANSITION.—Section 1882 is
further amended—

(1) in the third sentence of subsection (a), by striking “Such
certification” and inserting “Subject to subsection (kX3), such
certification”’;

(2) in subsection (b), by striking “(for so lr.mg as” and inserting
“(subject to subsection (k)3), for so lo ; and

(3) Ly adding at the end thereof the ollowmg new subsections:
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State and local
governments.

State and local
governments.

“(kX1XA) If, within the 90-day period beginning on the date of the
enactment of this subsection, the National Association of Insurance
Commissioners (in this subsection referred to as the ‘Association’)
amends the NAIC Model Regulation adopted on June 6, 1979 (as it
relates to medicare supplemental policies), with respect to matters
such as minimum benefit standards, loss ratios, disclosure require-
ments, and replacement requirements and provisions otherwise
necessary to reflect the changes in law made by the Medicare
Catastrophic Coverage Act of 1988, subsection (gX2XA) shall be
applied in a State, effective on and after the date specified in
subparagraph (B), as if the reference to the Model Regulation
adopted on June 6, 1979, were a reference to the Model Regulation
as amended by the Association in accordance with this paragraph
(in this subsection and subsection (1) referred to as the ‘amended
NAIC Model Regulation’).

“B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the amended NAIC Model Regulation or 1 year after
the date the Association first adopts such amended Regulation.

“(2XA) If the Association does not amend the NAIC Model Regula-
tion within the 90-day period specified in paragraph (1XA), the
Secretary shall promulgate, not later than 60 days after the end of
such period, Federal model standards (in this subsection and subsec-
tion (1) referred to as Federal model standards’) for medicare supple-
mental policies to reflect the changes in law made by the Medicare
Catastrophic Coverage Act of 1988, and subsection (gN2XA) shall be
applied in a State, effective on and after the date specified in
subparagraph (B), as if the reference to the Model Regulation
adopted on June 6, 1979, were a reference to Federal model
standards.

“(B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the Federal model standards or 1 year after the date
the Secretary first promulgates such standards.

“(3) Notwithstanding any other provision of this section (except as
provided in subsection (1))—

“(A) no medicare supplemental policy may be certified by the
Secretary pursuant to subsection (a),
“(B) no certification made pursuant to subsection (a) shall
remain in effect, and
“(C) no State regulatory program shall be found to meet (or to
continue to meet) the requirements of subsection (b)X1XA),
unless such policy meets (or such program provides for the applica-
tion of standards equal to or more stringent than) the standards set
forth in the amended NAIC Model Regulation or the Federal model
standards (as the case may be) by the date specified in paragraph
(1XB) or (2XB) (as the case may be).

“(IX1) Until the date si)ecd'ied in paragraph (3), in the case of a

qual;grmg medicare supplemental policy described in paragraph (2)

“(A) before January 1, 1989, the policy is deemed to remain in
compliance with this section if the insurer issuing the policy
complies with the NAIC Model Transition Regulation (including
giving notices to subscribers and filing for premium adjust-

ments with the State as described in section 5.B. of such Regula-
tion) by January 1, 1989; or
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“(B) on or after January 1, 1989, the policy is deemed to be in
compliance with this section if the insurer issuing the pol
complies with the NAIC Model Transition Regulation before the
date of the sale of the policy.

“(2) In paragraph (1), the term ‘qualifying medicare supplemental
policy’ means a medicare supplemental policy—

“(A) issued in a State which—

“@) has not Mpted standards equal to or more stringent
than989 th‘il NAIC 1 'I‘ranmtlon Regulation by January 1,
1 an

“(ii) has not adopted standards equal to or more stringent
than the amended NAIC Model Regulation (or Federal
model standards) by January 1, 1989; and

‘(B) which has been issued in compliance with this section (as
in effect on June 1, 1988).

“(3XA) The date specified in this paragraph is the earlier of—

‘(i) the first date a State adopts, after Janumxl 1, 1989,
standards equal to or more stringent than the NAIC Model
Transition Regulation or equal to or more st nt than the
amended NAIC Model tion (or Federal ggel standards),
as the case may be, or

““(i1) the later of (I) the date specified in subsection (k)X1)XB) or
(kX2XB) (as the case may be), or (II) the date specified in
subparagraph (B).

“(B)IntheeaseofaStatswhchtheSacrataryndenhﬁesas—

“(i) requiring State legislation (other than legislation appro-
priating funds) in order for medicare supplemental policies to
meet standards described in subparagraph (AXi), but

“(i1) having a legislature which is not scheduled to meet in
1989 in a legislative session in which such legislation may be

mga?medthEb h is the first day of the first
e in subparagraph is the of the
calendar quarter beﬁ'mn.mg after the close of the first legislative
session of the State legislature that begins on or after January 1,
1989, and in which legislation described in clause (i) may be consid-
ered. For purposes of the previous sentence, in the case of a State
that has a 2-year legislative session, each year of such session shall
be deemed to be a separate regular session of the State legislature.
“(4) In the case of a medicare supplemental policy in effect on
Janua.rlyl 1989, and offered in a State which, as of such date—

‘(,A)hasadoptedstandmﬂsequaltoormoresh-ingentthan

fhugs ﬁer:ded NAIC Model Regulation (or Federal model stand-
, bu

“(B) does not have in effect standards equal to or more
stringent than the NAIC Model Transition Regulation (or other-
wise requiring notice substantially the same as the notice re-
quired in section 5.B. of such tion),

the policy shall not be deemed to meet the standards in subsection
(c) unless each individual who is entitled to benefits under this title
and is a policyholder under such po on January 1, 1989, is sent
such a notice m appropriate form by not later than January 31,

1989, that et‘.E
e improved benefits under this title contained in the
Medicare Catastrophic Coverage Act of 1988, and
“(B) how these improvements affect the benefits contained in
the policies and the premium for the policy.
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“(5) In this subsection, the term ‘NAIC Model Transition Regula-
tion’ refers to the standards contained in the ‘Model Regulation to
Implement Transitional Requirements for the Conversion of Medi-
care Supplement Insurance Benefits and Premiums to Conform to
Medicare Program Revisions’ (as adopted by the National Associa-
tion of Insurance Commissioners in September 1987).

“(6) The Secretary shall report to the Congress in March 1989 and
in July 1990 on actions States have taken in adopting standards
equal to or more stringent than the NAIC Model Transition Regula-
tion or the amended NAIC Model Regulation (or Federal model
standards).”.
th(ee) quu:in;:in fummontowvxfrttﬁmtgh—sqcﬁon 1882(b) is fuﬁ-

r amen y adding al end the following new paragraph:

“(3) Notwithstanding paragraph (1), a medicare supplemental
policy offered in a State shall not be deemed to meet the standards
and requirements set forth in subsection (c), with respect to an
advertisement (whether through written, radio, or television
medium) used (or, at a State’s option, to be used) for the policy in the
State, unless the entity issuing the poliiaprovides a copy of each
advertisement to the Commissioner of Insurance (or comparable
officer identified by the Secretary) of that State for review or
approval to the extent it may be required under State law.”.

(f) APPOINTMENT OF SUPPLEMENTAL HEALTH INSURANCE PANEL
MEemBERS.—Section 1882(b)2)XA) is amended by striking “appoin
by the President” and inserting “appointed by the Secretary”.

) EFFECTIVE DATES.—

(1) Except as provided in paragraphs (2) and (3), the amend-
ments mmli)e by this section shall effect on the date of the
enactment of this Act.

(2) The amendments made by subsections (a) and (b) shall
become effective on the date ified in subsection (kX1XB) or
(kX2XB) of section 1882 of the ial Security Act (as added by
subsection (c) of this section).

(3) The amendment made by subsection (f) shall apply to
medicare supplemental policies as of January 1, 1988}J with
res to advertising on or after such date.

(4) The Secretary of Health and Human Services shall provide
for the reagpointment of members to the Supplemental Health
Insurance Panel (under section 1882(bX2) of the Social Security
Act) by not later than 90 days after the date of the enactment of
this Act.

SEC. 222. ADJUSTMENT OF CONTRACTS WITH PREPAID HEALTH PLANS.

The Secre of Health and Human Services shall—

(1) modify contracts under sections 1833(aX1XA) and 1876 of
the Social ity Act, for portions of contract years occurring
after December 31, 1988, to take into account the amendments
made by this Act; and

(2) require such organizations to make apgropriat.e adjust-
ments (including adjustments in premiums and benefits) in the
terms of their agreements with medicare beneficiaries to take
into account such amendments.

The Secretary shall also provide for appropriate modifications of
contracts with health maintenance organizations under section
1876(iX2XA) of the Social Security Act (as in effect before February
1, 1985), under section 402(a) of Social Security Amendments of
1967, or under section 222(a) of the Social Security Amendments of



PUBLIC LAW 100-360—JULY 1, 1988 102 STAT. 747

1972, for portions of contract years occurring after December 31,

1988 so as to a %}y to such organizations and contracts the reqmre-

ments im the amendments made by this Act u an

organization mth a risk-sharing contract under section 187 of the

Social Security Act.

SEC. 223. MAILING OF NOTICE OF MEDICARE BENEFITS AND INFORMA-
TION DESCRIBING PARTICIPATING PHYSICIAN PROGRAM.

(a) DistriBuTION OF NoTices.—Title XVIII is amended by inserting
after section 1803 the following new section:

““NOTICE OF MEDICARE BENEFITS

“Sec. 1804. The Secretary pr?{lare (in consultation with 42 USC 1395b-2.
groups representing the elderly and health insurers) and pro-
vide for distribution of a notice conta.mmgl
‘(1) a clear, simple explanation of the benefits available under
this title and the major categories of health care for which
benefits are not available under this title,
“(2) the limitations on payment (including deductibles and
coinsurance amounts) that are im under this title, and
“(3) a description of the limited benefits for long-term care
services available under this title and generally available under
State plans haﬁproved under title XIX.
Such notice s be mailed annually to individuals entitled to
benefits under part A or part B of this title and when an individual
applies for benefits under A or enrolls under part B."”.

(b) UTION OF RMATION DESCRIBING PARTICIPATING
ng;adn Procram.—Section 1842(h)5) (42 U.S.C. 1395u(hX5)) is
amended—

zhg;] by ’i,nserting “through an annual mailing” after ‘“under

part’,
(2) by striking the last sentence,
{6 By aiitog at the en the il ra—
y at the en e fol new s ph:
) :l(Br} The annual notice provided undeo:v:ﬁm:ﬂgmp (A) shall
include—
“(i) a description of the icipation program,
*“(ii) an explanation the advantages to beneficiaries of
obtammghe covered services through a participating physician or
su T,
‘(iii) an explanation of the assistance offered by carriers in
obtaining the names of participating physicians and suppliers,

and
“(iv) the toll-free telephone number under paragraph (2YA)
for inquiries concerning the program and for requests for free
copies of appropriate directories.”.
(c) ON OF EXPLANATION OF MEDICARE BENEFITS.—Section
1842(hX7) (42 U.S.C. 1395u(11)(7)) is amended—

)i m sub
prommen ' before “reminder”’, and
('B) by stnkmg , and” and inserting “and a clear state-
ment of any amounts charged for the particular items or
sergwea thg: the clalm involved above the amount recognized
under
(2) in subpara#raph (B), by striking the period at the end and
inserting “,
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(3) by adding at the end the following new subparagraph:
*(C) shall include (i) an offer of assistance to such an individ-
ual in obtaining the names of icipating physicians of appro-
priate specialty and (ii) an offer to provide a free copy of the
appropriate participating physician directory.”.
(d) EFreCTIVE DATES.—

(1) The Secretary of Health and Human Services shall first
distribute the notice required by the amendment made by
subsection (a) not later than January 31, 1989.

(2) The amendments made by subsection (b) shall apply to
annual notices beginning with 1989.

(3) The amendments made by subsection (c) shall first apply to
explanations of benefits provided for items and services fur-
nished on or after January 1, 1989.

SEC. 224. CHANGES IN CIVIL MONEY PENALTIES FOR CERTAIN PRAC-
TICES OF HEALTH MAINTENANCE ORGANIZATIONS AND
COMPETITIVE MEDICAL PLANS.

Section 1876(iX6)XBXi) (42 U.S.C. 1395mm(l)(6)(B)(1)) is amended by
ding at the end the following: “plus, with respect to a determina-
tion under subparagraph (AXii), double the excess amount charged
in violation of such subparagraph (and the excess amount charged
shall be deducted from the penalty and returned to the individual
concerned) and plus, with respect to a determination under
ph (A)iv), $15,000 for each individual not enrolled as a
ult of the practice involv

TITLE III—PROVISIONS RELATING TO
THE MEDICAID PROGRAM

SEC. 301. REQUIRING MEDICAID BUY-IN OF PREMIUMS AND COST-SHAR-
ING FOR INDIGENT MEDICARE BENEFICIARIES.

(a) REQUIREMENT.—
(1) Section 1902(a)10XE) (42 U.S.C. 1396a(a)(10)(E)) is amended
by striking “at the option of a State, but”.
(2) Section 1905(pX1)XB) (42 U.S.C. 13966(p)(1)(B)) is amended
by striking “and the election of the Sta
(b) ING-IN REQuUIRED INCOME S'rmmn 100 PERCENT OF
Povm:l'leﬁé LEvEL.—Section 1905(pX2XA) (42 USC 1396d(pX2XA)) is
amended—
(1) by striking “may not exceed a percentage (not more than
nt)” and inserting “shall be at least the percent pro-
under clause (ii) (but not more than 100 percent)”,
(2] by inserting “(i)” after “(2XA)”, and
(3) by adding at the end the follomng new clause:
*(ii) Except as provided in clause (iii), the percent provided under
% clause, with respect to eligibility for medical assistance on or
r—
“(I) January 1, 1989, is 85 percent,
“(II) January 1 1990, is 90 percent,
“IIII}Ja.nuary 1 1991, is 9 percent, and
“(IV) January 1 1992. 00 percent.
“(iii) In the case of a State wh:ch has elected treatment under
section 1902(f) and which, as of January 1, 1987, used an income
standard for individuals age 65 or older which was more restrictive
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than the income standard established under the supplemental secu-
rity income program under title XVI, the percent provided under
clause (ii), with respect to eligibility for medical assistance on or

“I) January 1, 1989, is 80 percent,
“(Il) January 1, 1990, is 85 percent,
‘III) January 1, 1991, is 90 percent,
“IV) January 1, 1992, is 95 percent, and
(V) January 1, 1993, is 100 percent.”.
(c) ResoUurce STANDARD.—Section 1905(p) (42 U.S.C. 1396d(p)) is
(1) in paragraph (1XC), by striking “(2XA)” and inserting “(2)"’;
(2) in paragraph (1XD), by striking “(except as provided in
paragraph (2XB))” and inserting “twice”; and
(3) in paragraph (2)— .. )
“ g}) in subparagraph (A), by striking “(2XA)” and inserting
(B) by stnlnng subparagra|
(d) MEDICARE Covmsn.—Sechon 1905(p) (42 U.S.C. 1396d(p)) is
(1) in paragraph (3XA), by striking “under part B and (f
applicable) under section 1818” and inserting “under title XVIII
(including under part B and, if applicable, under section 1818)";
(2) by tgmending subparagraphs (B) and (C) of paragraph (3) to
& Sollows:
“(B) Coinsurance under title XVIII (including coinsurance
described in section 1813).
“(C) Subject to paragraph (4), deductibles established under
title XVII (including those described in section 1813, 1833(b),
2@ by adiing as the ead the ful .
at e following new paragrap
“4) In a State which provides medical assistance for prescribed State and local
drugs under section 1905(aX12), instead of providing to qualified %P‘;‘;cm.’“%‘“s-
medicare beneficiaries, under paragraph (3XC), medicare cost-shar- dmgs_"pt“’“
ing with respect to the annual deductible for covered outpatient
drugs under section 1834(cX1), the State may provide to such bene-
ficiaries, before charges for covered outpatient drugs for a year
reach such deductible amount, benefits for prescribed drugs in the
same amount, duration, and scope as the benefits made available
under the te plan for individuals described in section
1902(aX10)AXH).”.
(e) CONFORMING AMENDMENTS.—
(1) Section 1843 (42 U.S.C. 1395v) is amended by inserting “or
?g:ll;' 1988” in subsections (a), (gX1), and (hX1) after “during
(2) Section 1902 (42 U.S.C. 1396a) is amended—
(A) in subsection (aX10XAXiiXX), by striking “subject to
subsection (mX3),”,
(B) in subaactwn (aX10XE), by striking “subject to subsec-
tion tml3
(©) in suhsectlon (aX17), by striking “(mX4), and (mX5)”
and msertmg “(m)X3), and (m)(4)" and
(D) in subsection (m), by striking paragraph (3) and by
paragraphs (4) and (5) as paragraphs (3) and
(4), respectively.
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(3) The amendment made by paragraph (1) shall take effect on
1, 1989, and the amendments made by paragraph (2)
shall e effect on July 1, 1989.

(f) TECHNICAL AMENDMENT. —Effective as though included in the
enactment of the Omnibus Budget Reconciliation Act of 1986, para-
graph (2) of section 9403(g) of such Act is amended to read as follows:

“(2) PAYMENT OF MEDICARE COST-SHARING.—Section 1903(aX1)
(42 US.C. 1396b(aXl)) is amended by inserting ‘including
expenditures for medicare cost-sharing and’ before ‘including
expenditures’.”.

(g) TREATMENT OF 'CERTAIN STATES.—

(1) STATES OPERATING UNDER DEMONSTRATION PROJECTS.—In
the case of any State which is providing medical assistance to its
residents under a waiver granted under section 1115(a) of the
Social Security Act, the Secretary of Health and Human Serv-
ices shall require the State to meet the requirement of section
1902(a)X10XE) of the Social Security Act in the same manner as
the State would be required to meet such requirement if the
State had in effect a plan approved under title XIX of such Act.

(2) COMMONWEALTHS AND TERRITORIES.—Section 1905(p) (42
U.S.C. 1396d(p)), as amended by subsection (d)X3), is further
amended by adding at the end the following new paragraph:

“(5) Notwithstanding any other provision of this title, in the case
of a State (other than the 50 States and the District of Columbia)—

“(A) the requirement stated in section 1902(aX10XE) shall be
optional, and

“(B) for purposes of paragraph (2XA), the State may substitute
for thetgyrcent provided under clause (ii) of such paragraph any
percent.”.

(h) Errective Date.—(1) The amendments made by this section
apply (except as provided in subsections (e¢) and (f) and under
paragraph (2)) to payments under title XIX of the Social Secun?
Act for calendar quarters beginning on or after January 1, 198
without regard to whether or not final regulations to carry out such
amendments have been promulgated by such date, with respect to
medical assistance for—

(A) monthly premiums under title XVIII of such Act for
months beginning with Jan 1989, and

(B) items and services furnished on and after January 1, 1989.

(2) In the case of a State Xlan for medical assistance under title
XIX of the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation (other than
legislation appropriating funds) in order for the plan to meet the
additional requirements imposed by the amendments made by this
section, the State plan shall not be regarded as failing to comply
with the requirements of such title solely on the basis of its failure
to meet these additional requirements before the first day of the
first session of the State legislature that begins after the date of the
enactment of this Act. For purposes of the previous sentence, in the
case of a State that has a 2-year legislative session, each year of such
fessii)n shall be deemed to be a separate regular session of the State

egislature.

SEC. 302. COVERAGE AND PAYMENT FOR PREGNANT WOMEN AND IN-
FANTS WITH INCOMES BELOW POVERTY LINE.

(a) PREGNANT WoMEN AND INFANTS UNDER AGE 1.—
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(1) REQUIRING COVERAGE.—Section 1902(a)10) (42 U.S.C.
1396a(a)(10)) is amended—

(A) in sub ph (AXi), by striking “or” at the end of
subclause (II), by striking the semicolon in subclause (III)
and inserting “, or”, and by adding at the end the following
G sub‘:la'l}&%}) hi described i bparagraph (A)

who are descri in su or
(B) of subsection (IX1) and whose ﬁamilp income
does not exceed the minimum income {evel the
State is required to establish under subsection
(1X2XA) for such a family;"”;

(B) by amending subclause (Dg of subparagraph (A)ii) to
read as follows:

“(IX) who are described in subsection (1X1) and
are not described in clause (iXIV);”’; and

(C) in clause (VII) in the matter after and below subpara-
graph (E), by inserting “(A)YiXIV) or” before “(A)iiXIX)".

(2) DESCRIPTION OF INDIVIDUALS REQUIRED TO BE COVERED.—
Section 1902(1) (42 U.S.C. 1396a(l)) is amended—

(A) in paragraph (1XC)—
“(g}), by :insgrti.ng “at the option of the State,” after
, an
(ii) by striking “and” after “1983,”; and
(B) in paragraph (2)XA)—

(i) by striking “not more than 185 percent)’ and
inserting “(not less than the percentage provided under
clause (ii) and not more than 185 nt)”’;

(ii) bg inserting “(i)” after “(2XA)”’; and

(iii) by adding at the end the following new clause:

“(ii) Subject to clause (iii), the percentage provided under this
clause, with res to e]igibility for medical assistance on or after—

“(T) July 1, 1989, is 75 nt, and

“(IT) July 1, 1990, is 100 percent.

“(iii) In the case of a State which, as of the date of the enactment
of this clause, has elected to provide, and provides, medical assist-
?neetoindin;gualsdescri inthissubmntgrhas;nacteg
egislation authorizing, or ap riati provide suc
assistance to such individuals ?eot!;re gﬁfy 1, 1989, the percentage
provided under clause (ii) shall not be less than—

“(I) the percentage specified by the State in an amendment to
its State plan (whether approved or not) as of the date of the
enactment of this clause, or

“(I1) if no such percen is specified as of the date of the
enactment of this clause, the percentage established under the
State’s authorizing legislation or provided for under the State’s
appropriations;

but in no case shall this clause require the percentage provided
under clause (ii) to exceed 100 percent.”.

(b) CovERAGE oF MEDICALLY NECESSARY SERVICES FOR INFANTS AND
AsSURING ADEQUATE PAYMENT ForR INPATIENT HoOSPITAL SERVICES
FOR INFANTS IN PORTIONATE SHARE HOSPITALS.—

(1) COVERAGE OF MEDICALLY NECESSARY SERVICES FOR IN-
FANTS.—Section 1902(aX10) (42 U.S.C. 1396a(a)X10)) is amended,
in the matter after and below sub ph (E)—

(A) by striking “and” before “ ’, and
(B) by inserting before the semicolon at the end the
following: “, and (X) if the plan provides for any fixed
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42 USC 1396r-4.

durational limit on medical assistance for inpatient hos-
pital services (whether or not such a limit varies by medical
:gnditﬁm mmisz;dlt_.he lan must as!:ab]igih etxcl:leptipﬁ
such a or m n inpatient hospi
services furnished with resY to mﬂiwdrl::ls underpone
year of age in a hospital defined under the State plan,
pursuant to section 1923(a)}1XA), as a disproportionate
share hospital and subparagraph (B) (relating to com-
parability) shall not be construed as requiring such an
exception for other individuals, services, or hospitals”.

(2) ASSURING ADEQUATE PAYMENT FOR INPATIENT HOSPITAL
SERVICES FOR INFANTS IN DISPROPORTIONATE SHARE HOSPITALS.—
Section 1923(a)2), as redesignated Xt&rﬂuant to the amendment
made by section 411(kX6XB) of this Act, is amended by adding at
the end the following new subpargfmph:

“(C) If a State plan under this title provides for %ayments for
inpatient hospital services on a gros ive basis (whether per diem,
per case, or otherwise), in order for the plan to be considered to have
met such requirement of section 1902(a)}(13XA) as of July 1, 1989, the
State must submit to the Secre by not later than April 1, 1989, a
State plan amendment that provides, in the case of hospitals defined
by the State as disproportionate share hospitals under paragraph
(1XA), for an outlier adjustment in payment amounts for medi
n inpatient hospital services provided on or after Jul 1):
1989, involving exceptionally high costs or exceptionally long
lengths of stay for individuals under one year of age.”.

(c) CErRTAIN STATE PLAN REQUIREMENTS.—

(1) IN GENERAL.—Subsection (c¢) of section 1902 (42 U.S.C.
1396a) is amended to read as follows:

“(c) Notwithstanding subsection (b), the Secretary shall not ap-
prove any State plan for medical assistance if—

“(1) the State has in effect, under its plan established under
part A of title IV, payment levels that are less than the pay-
ment levels in effect under such plan on May 1, 1988; or

“(2) the State requires individuals described in subsection

(IX1) to atpply for benefits under such part as a condition of
applying for, or receiving, medical assistance under this title.”.

2) ELIMINATING DUPLICATE REQUIREMENT.—Section 1902(1) (42
U.S.C. 1396a(])) is amended by striking paragraph (4).

(3) MAINTENANCE OF EFFORT TO RECEIVE MEDICAL ASSISTANCE
FOR OPTIONAL COVERAGE OF PREGNANT WOMEN AND CHILDREN.—
Section 1903(1) (42 U.S.C. 1396b(i)) is amended—

(A) by striking the period at the end of paragraph (8) and
inserting “; or”, and

(B) by inserting after paragraph (8) the following new

é)a.rag'rﬂph:

“(9) with respect to any amount of medical assistance for
p t women and children described in section
IWEaXIOXAXii)(IX), if the State has in effect, under its plan
established under part A of title IV, ent levels that are less
than the payment levels in effect under such plan on July 1,
1987.".

(d) TREATMENT OF CERTAIN STATES AND TERRITORIES.—Section
1902(1) (42 U.S.C. 1396;(1)) is amended by adding at the end the
following new paragraph:

“(4XA) In the case olt? any State which is providing medical assist-
ance to its residents under a waiver granted under section 1115, the
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Secretary shall require the State to provide medical assistance for
pregnant women and infants under age 1 described in subsection
(a)10XAXIXIV) in the same manner as the State would be required
to provide such assistance for such individuals if the State had in
effect a plan approved under this title.

“(B)Inthemaeot‘aStatewhmhmnotoneofthe50$tatesorthe
District of Columbia, the State need not meet the requirement of
subsection (a)10XAXiXIV) and, for purposes of paragraph (2XA), the
State may substitute for the peroentage provided under clause (ii) of
such ph any percentage.”.

(e) CONFORMING AMENDMENTS.—

(1) Section 1902(eX6) (42 U.S.C. 1396a(e)6)) is amended to read
as follows:

“(6) At the option of a State, in the case of a pregnant woman
described in subsection (aX10) who, because of a change in income of
the family of which she is a member, would not otherwise continue
to be described in such subsection, the State plan may nonetheless
treat the woman as being an individual described in subsection
(aX10XAXiXIV) and subsection (IXIXA) without regard to such
change of income through the end of the month in which the 60-day
period on the last day of her pregnancy) ends.”.

on 1902(eX7) (42 U.S.C. 1396a(e)7)) is amended—
by striking “If a State plan provides medical assist-
ange for 151:11\:}111“1{?]3 under ion (a)}10XAXiiXIX), in”
an
(B) by i “or ph (2) of section 1905(n)” after
“subaection (1X1)"” the first place it appears, an
C) by striking “subsection (a)X10XAXiiXIX) and subsection
(l)(l)” and inserting “such respective provision”.
(3) Section 1902(1) (42 U.S.C. 1396a(l)) is amended—
(A) in the matter after a.nd below subparagraph (C) of
ph (1), by inserting “any of subclanses (I) through
of” after “who are not described in”, and
(B) in paragraph (3), in the matter before subpara-

graph (A), inserting ““(aX10XAXiXIV) or” before
“@XLOXAXGIXIX)”.
(4) Section 1903(fX4) (42 U.S.C. 1396h(fX4)) ls amended, in
the matter before sub ph (A), y inserting
“1902(aX10XAXIXIV),” before * a)10XAXIXIX)".
() Errecrive DaTe.— 42 USC 1396a

(1) IN cENERAL.—The amendments made by this section apply note.
(except as provided in this subsection) to payments under title
XIXoftheSocmlSecuntyActformlendarquarte
on or after July 1, 1989, with ty for medﬁ
assistance on or after such date, w:thout regard to whether or
not ﬁ.nal ations to carry out such amendments have been

by such date.

(2} Patm-r ADJUSTMENT.—The amendments made by subsec-

m(b)(z)shaﬂtakeeﬁ'ectonthedateoftheenactmentofthia

(3) DELAY FOR STATE LEGISLATION.—In the case of a State plan
for medical assistance under title XIX of the Social Security Act
which the Secretary of Health and Human Services determines
requires State legislation (other than legislation appmpnah.ng
funds)morderforth (ﬁnlantomeettheaddluonal
m ents made by this section (other than
n (bX2)), the State plan shall not be regarded as failing
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to comply with the requirements of such title solely on the basis
of its failure to meet these additional requirements before the
first day of the first calendar quarter beginning after the close
of the first regular session of the State legislature that begins
after the date of the enactment of this Act. For purposes of the
previous sentence, in the case of a State that has a regular
legislative session of 2 years, each year of such session shall be
deemed to be a separate regular session of the State legislature.

SEC. 303. PROTECTION OF INCOME AND RESOURCES OF COUPLE FOR
MAINTENANCE OF COMMUNITY SPOUSE.

(a) IN GENERAL.—
(1) Title XIX, as amended by the amendment made by section
411(kX6XB) of this Act, is amended—
42 USC 1396s. (A) by redesignating section 1924 as section 1925, and
sef{:lt:)") by inserting after section 1923 the following new
ion:

“TREATMENT OF INCOME AND RESOURCES FOR CERTAIN
INSTITUTIONALIZED SPOUSES

42 USC 1396r-5. 5 “Sec. 1924. (a) SpeciaAL TREATMENT FOR INSTITUTIONALIZED
POUSES.—

“(1) SUPERSEDES OTHER PROVISIONS.—In determining the eligi-
bility for medical assistance of an institutionalized spouse (as
defined in subsection (h)1)), the provisions of this section super-
sede ang other provision of this title (including sections
1902(aX17) and 1902(f)) which is inconsistent with them.

‘(2) No COMPARABLE TREATMENT REQUIRED.—Any different
treatmenurovided under this section for institutionalized
spouses shall not, by reason of paragraph (10) or (17) of section
1902(a), require such treatment for other individuals.

“(3) DOES NOT AFFECT CERTAIN DETERMINATIONS.—Except as
this section ifically provides, this section does not apply to—

‘(A) the determination of what constitutes income or
resources, or

‘(B) the methodology and standards for determining and
evaluating income and resources.

“(4) APPLICATION IN CERTAIN STATES AND TERRITORIES.—

“(A) APPLICATION IN STATES OPERATING UNDER DEM-
ONSTRATION PROJECTS.—In the case of any State which is
providing medical assistance to its residents under a waiver

anted under section 1115, the Secretary shall require the
grtate to meet the requirements of this section in the same
manner as the State would be uired to meet such
requirement if the State had in effect a plan approved
under this title.

‘“B) No APPLICATION IN COMMONWEALTHS AND TERRI-
ToRrIES.—This section shall only apply to a State that is one
of the 50 States or the District of Columbia.

“(b) RULES FOR TREATMENT OF INCOME.—

“(1) SEPARATE TREATMENT OF INCOME.—During any month in
which an institutionalized spouse is in the institution, except as
provided in paragraph (2), no income of the community spouse
shall be deemed avaﬁable to the institutionalized spouse.

‘42) ATTRIBUTION OF INCOME.—In determining the income of
an institutionalized spouse or community spouse, after the
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institutionalized spouse has been determined to be eligible for
medical assistance, except as otherwise provided in this section
and regardless of any State laws relating to community prop-
ertyl or the division of marital property, the following rules
A “(A) NoN-TRUST PROPERTY.—Subject to subparagraphs (C)
and (D), in the case of income not from a trust, unless the
:n{gtrument providing the income otherwise specifically pro-
es-—

“(i) if payment of income is made solely in the name
of the mstltuhonahzed spouse or the community
use, the i income shall be considered available only to

t t ive spouse;

“(ii) if payment of income is made in the names of the
institutionalized spouse and the community use,
one-half of the income shall be considered avm]agle to
each of them; and

“(iii) if payment. of income is made in the names of
the institutionalized spouse or the community spouse,
or both, and to another person or persons, the income
shall be eonmdered available to each spouse in propor-
tion to the spouse’s interest (or, if payment is made
with respect to both spouses and no such interest is
specified, one-half of the joint interest shall be consid-
ered available to each spouse).

“(B) Trust proPERTY.—In the case of a trust—

“(i) except as provided in clause (ii), income shall be
attributed in accordance with the provisions of this
title (including sections 1902(aX17) and 1902(k)), and

“(ii) income shall be considered available to each
spouse as provided in the trust, or, in the absence of a
speclﬁc rovision in the trust—

if payment of income is made solely to the
institutionalized spouse or the community spouse,
the income shall be considered available only to

that 've spouse;
“(ID i ent of income is made to both the
mstatutl spouse and the community

spouse, one-half of the income shall be considered
avmlable to each of them; and
“(IT1) if payment of income is made to the institu-
tionalized spouse or the community spouse, or
both, and to another person or persons, the income
shall be considered available to each spouse in
proportion to the spouse’s interest (or, if payment
1s made with to both spouses and no such
interest is s one-half of the joint interest
shall be consldemd available to each spouse).
“(C) PROPERTY WITH NO INSTRUMENT.—In the case of
;:::]gne not from a trust ;li);thlchw E:h.&gre is no %r;lment
lishing ownership, s one-
half of the income ahafl be considered to be avn?.lable to the
institutionalized spouse and one-half to the community
spouse.
(D) ReBuTTING OWNERSHIP.—The rules of subparagraphs
(A) and (C) are superseded to the extent that an institu-
tionalized spouse can establish, by a preponderance of the
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ewdence, that etéle o;mershlhp igterests in h:tsnoome are other
under such subparagra
“(c) RuLes mnm'rmm OF RESOURCES.— P
‘(1) COMPUTATION OF SPOUSAL SHARE AT TIME OF INSTITU-
TIONALIZATION.—
“(A) ToraL JOINT RESOURCES.—There shall be computed
(as of the beginning of a continuous period of institutional-
ization of the institutionalized spouse)—

(i) the total value of the resources to the extent
either the institutionalized spouse or the community
spouse has an ownership interest, and

“(ii) a spousal share which is equal to ¥ of such total

value.
State and local ‘“(B) AssessMENT.—At the request of an institutionalized
governments. spouse or community spouse, at the beginning of a continu-
Records. ous period of institutionalization of the institutionalized

spouse and upon the receipt of relevant documentation of
resources, the State shall promptly assess and document
the total value described in subparagraph (AXi) and shall
provide a copy of such assessment and documentation to
each spouse and shall retain a copy of the assessment for
use under this section. If the request is not part of an
application for medical assistance under this title, the State
may, at its option as a condition of providing the assess-
ment, require payment of a fee not exceeding the reason-
able expenses of providing and documenting the assess-
ment. At the time of providing the copy of the assessment,
the State shall mcludpr: notice indicating that the spouse
has right to a fair hearing under subsection (e)2XE) with
respect to the determination of the community spouse re-
source allowance, to provide for an allowance adequate to
raise the spouse’s income to the minimum monthly mainte-
nance needs allowance.

“(2) ATTRIBUTION OF RESOURCES AT TIME OF INITIAL ELIGIBILITY
DETERMINATION.—In determining the resources of an institu-
tionalized spouse at the time of application for benefits under
this title, regardless of any State laws relating to community
property or the division of marital property—

‘(A) except as provided in subparagraph (B), all the
resources held by either the institutionalized spouse,
community spouse, or both, shall be considered to be avail-
able to the institutionalized spouse, and

“(B) resources shall not be considered to be available to
an institutionalized spouse, to the extent that the amount
of such resources does not exceed the amount computed
under subsection (fX2XA) (as of the time of application for
benefits).

‘“(3) ASSIGNMENT OF SUPPORT RIGHTS.—The institutionalized
spouse shall not be ineligible by reason of resources determined
under Pa.ragraph (2) to be available for the cost of care where—

‘(A) the institutionalized spouse has assigned to the State

‘y rights to support from the community spouse;

) the institutionalized spouse lacks the ability to exe-
cut.e an assignment due to ;E;awa.l or mental impairment
but the State has the right to bring a E:Eport
against a community spouse without such assignment; or
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“(C) the State determines that denial of eligibility would
work an undue hardship.

“(4) SEPARATE TREATMENT OF RESOURCES AFTER ELIGIBILITY FOR
BENEFITS ESTABLISHED.—During the continuous period in which
an institutionalized spouse is in an institution and after the
month in which an institutionalized spouse is determined to be
eligible for benefits under this title, no resources of the commu-
nity spouse shall be deemed available to the institutionalized

use.

“(5) Resources DEFINED.—In this section, the term ‘resources’
does not include—

“(A) resources excluded under subsection (a) or (d) of
section 1613, and

“(B) resources that would be excluded under section
1613(a)2)A) but for the limitation on total value described
in such section.

“(d) ProTECTING INCOME FOR COMMUNITY SPOUSE.—

“(1) ALLOWANCES TO BE OFFSET FROM INCOME OF INSTITU-
TIONALIZED SPOUSE.—After an institutionalized spouse is deter-
mined to be eligible for medical assistance, in determining the
amount of the spouse’s income that is to be applied monthly to
gayment for the costs of care in the institution, there be

educted from the spouse’s monthly income the following
amounts in the following order:

“(A) A personal needs allowance (described in section
1902(g)(1)), in an amount not less than the amount specified
in section 1902(g)(2).

“(B) A community spouse monthly income allowance (as
defined in parmlh (2)), but only to the extent income of
the institutionalized spouse is made available to (or for the
benefit of) the community spouse.

“Cy A famxl'oiy allowance, for each family member, eqlt::c{
to at least ¥ of the amount by which the amount i
in paragraph (3)A)i) exceeds the amount of the monthly
income of t‘;at family member.

‘D) Amounts for incurred expenses for medical or re-
medial care for the institutionali spouse (as provided
under section 1902(r)).

In subparagraph (C), the term ‘family member’ only includes
minor or dependent children, dependent parents, or dependent
siblings of the institutionalized or community spouse who are
residing with the community spouse.

“(2) COMMUNITY SPOUSE MONTHLY INCOME ALLOWANCE DE-
FINED.—In this section (except as provided in paragraph (5)), the
‘community spouse monthly income allowance’ for a community
spouse is an amount by which—

‘(A) except as provided in subsection (e), the minimum
monthly maintenance needs allowance (established under
and in accordance with paragraph (3)) for the spouse, ex-

‘“(B) the amount of monthly income otherwise available
to the community spouse (determined without regard to
such an allowance).
“(3) ESTABLISHMENT OF MINIMUM MONTHLY MAINTENANCE
NEEDS ALLOWANCE.—
“(A) In GeENErRAL.—Each State shall establish a minimum  State and local
monthly maintenance needs allowance for each community governments.
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spouse which, subject to subparagraph (C), is equal to or
exceeds— i o

“(i) the applicable percent (described in subpara
ﬂ-!ap:: (B)) of 'r‘u of the nonfo?rm income of?g::.ld
e (defined Managemen ud&?t
and revised a.nnua.lly in accordance with sectio
and 673(2) of the Omnibus Budget Reconciliation Act of
1981) for a family unit of 2 members; plus
“(1]1:.;! (?‘51} excess shelter allowance (as defined in para-
grap
A revision of the official poverty line referred to in clause (i)
shall apply to medical assistance furnished d and after
the second calendar quarter that begins after the date of
b(]ﬁt):ahon of the revision. F - :
ArPLICABLE PERCENT.—For purposes of subparagra
g&’u the ao;;_phmble percent’ described in this paragra;?h,

ve as
September 30, 1989, is 122 percent,
"(u)J 1,1991, is 188 percent, and
u{v 1, 1992, is 150 percent.

“© CAP ON MINIMUM MONTHLY MAINTENANCE NEEDS
ALLOWANCE.—The minimum monthly maintenance needs
allowance established under subparagraph (A) may not
m $1,500 (subject to adjustment under subsections (e)

‘4) Excess SHELTER ALLOWANCE DEFINED .—In paragraph
(3XAXii), the term ‘excess shelter allowance’ means, for a
mmmumtyapouse,theamountbywhchthesumof—

“(A) the spouse’s expenses for rent or mortgage payment
(including principal and interest), taxes and insurance and,
in the case of a condominium or cooperative, reqmred
maintenance charge, for the community spouse’s principal
residence, and

‘B) the standard utility allowance (used by the State
under section 5(e) of the Food Stamp Act of 1 or, if the
S:]ahte does not use such an allowance, the spouse’s actual
u

exceeds toftheamount described in paragraph
(3XAXi), ex: cﬂt that, in the case of a condominium or coopera-
tive, for which a maintenance charge is included under subpara-
graph (A), any allowance under sub; ph (C) shall be re-
duced to the extent the maintenance includes utility

l'(5) CourT ORDERED SUPPORT.—If a court has entered an order
inst an institutionalized spouse for monthly income for the
support of the community spouse, the community spouse
monthly income allowance for the spouse shall be not less than
the amount of the monthly income so ordered.

“(e) Norice AND Fair HEARING.—

State and local
governments.

“1) No‘l'l(:l:.—-Upon—

“(A) a determination of eligibility for medical assistance

of an institutionalized spouse, or
‘“B) a request by either the institutionalized spouse, or
the community spouse, or a representative acting on behalf

of either spouse,

each State shall noh.ltivmboth spouses (in the case described in
subparagraph (A)) or the spouse making the request (in the case
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described in subparagraph (B)) of the amount of the community
spouse monthly income allowance (described in subsection
(d)X1XB)), of the amount of any family allowances (described in
subsection (dX1XC)), of the method for computing the amount of
the community spouse resources allowance permitted under
subsection (f), and of the spouse’s right to a fair hearing under
this subsection respecting ownership or availability of income or
resources, and the determination of the community spouse
monthly income or resource allowance.
“(2) FAIR HEARING.—

“(A) IN cENERAL.—If either the institutionalized spouse
or l:hef community spouse is dissatisfied with a determina-
tion of—

‘i) the community spouse monthly income
allowance;

“(ii) the amount of monthly income otherwise
available to the community spouse (as applied under
subsection (dX2)(B));

“(iii) the computation of the spousal share of re-
sources under su ion (c)(1);

“(iv) the attribution of resources under subsection
(e)(2); or

“(v) the determination of the community spouse re-
source allowance (as defined in subsection (£X2));

such spouse is entitled to a fair hearing described in section
1902(a)8) with respect to such determination. Any such
hearing res ing the determination of the community
spouse resource allowance shall be held within 30 days of
the date of the request for the hearing.

“(B) REVISION OF MINIMUM MONTHLY MAINTENANCE NEEDS
ALLOWANCE.—If either such spouse establishes that the
community spouse needs income, above the level otherwise
provided the minimum monthly maintenance needs
allowance, due to exceptional circumstances resulting in
significant financial duress, there shall be substituted, for
the minimum monthly maintenance needs allowance in
subsection (d)2)A), an amount adequate to provide such
additional income as is necessary.

‘C) REVISION OF COMMUNITY SPOUSE RESOURCE ALLOW-
ANCE.—If either such spouse establishes that the commu-
nity spouse resource allowance (in relation to the amount of
income generated by such an allowance) is inadequate to
raise the community spouse’s income to the minimum
monthly maintenance needs allowance, there shall be sub-
stituted, for the community spouse resource allowance
under subsection (f)2), an amount uate to provide such
a minimum monthly maintenance n allowance.

“(f) PErMiTTING TRANSFER OF RESOURCES TO COMMUNITY SPOUSE.—
“(1) IN GENERAL.—An institutionalized spouse may, without
regard to section 1917, transfer to the community spouse (or to
another for the sole benefit of the community spouse) an
amount equal to the community spouse resource allowance (as
defined in paragraph (2)), but only to the extent the resources of
the institutionalized spouse are transferred to (or for the sole
benefit of) the community spouse. The transfer under the
recedin&:entence shall be made as soon as pacticable after the

te of initial determination of eligibility, taking into ac-
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count such time as may be necessary to obtain a court order
under paragraph (3).

“(2) COMMUNITY SPOUSE RESOURCE ALLOWANCE DEFINED.—In
paragraph (1), the ‘community spouse resource allowance’ for a
community spouse is an amount (if any) by which—

“(A) the test of—

“(i) $12,000 (subject to adjustment under subsection

), or, if greater (but not to exceed the amount speci-

ied in clause (iiXII)) an amount specified under the
State plan,

“(ii) the lesser of (I) the spousal share computed
under subsection (c)1), or (II) $60,000 (subject to adjust-
ment under subsection (g)),

“(iii) the amount established under subsection (e)2);

or
“(iv) the amount transferred under a court order
under paragraph (3);
exceeds
“(B) the amount of the resources otherwise available to
the community spouse (determined without regard to such
an allowance).

“(3) TRANSFERS UNDER COURT ORDERS.—If a court has entered
an order against an institutionalized spouse for the support of
the community spouse, section 1917 shall not apply to amounts
of resources transferred pursuant to such order E)r the support
?j‘ﬁl}l}e spouse of a family member (as defined in subsection

“(g) InpExiNG DoLLAR AMouNTs.—For services furnished during a
calendar year after 1989, the dollar amounts specified in subsections
(d)BXC), (2XNA)X1), and (FX2)A)ii)II) shall be increased by the same
¥ementage as the percentage increase in the consumer price index

or all urban consumers (all items; U.S. city average) between
Se vt:dmber 1988 and the September before the calendar year in-
volved.

“(h) DerFINITIONS.—In this section:

}‘;(1) The term ‘institutionalized spouse’ means an individual
who—

“(A) is in a medical institution or nursiniggcility or who
(at the option of the State) is descri in section
1902(a)10XAXiiXVI), and
“(B) is married to a spouse who is not in a medical
institution or nursing facility;
but does not include any such individual who is not likely to
meet the requirements of subparagraph (A) for at least 30
consecutive :

“(2) The term ‘community spouse’ means the spouse of an
institutionalized spouse.”.

(2) Section 1919(cX1XBXi) (42 US.C. 1396r(c)1XBXi) is
amended by inserting “and of the requirements and procedures
for establishing eligibility for medical assistance under this
title, including the n'iht to request an assessment under section
1924(cX1XB)” before the semicolon.

(b) TAKING INTO AcCOUNT CERTAIN TRANSFERS OF ASSETS.—Subsec-
%i{l)? (c) of section 1917 (42 U.S.C. 1396p) is amended to read as

ollows:
State and local “UeX1) In order to meet the requirements of this subsection (for
governments. purposes of section 1902(a)X51)XB)), the State plan must provide for a
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riod of ineligibility in the case of an institutionalized individual
an defined in paragraph (3)) who, at any time during the 30-month
riod immediately before the individual’s application for medical
aanstanee under t)!;e State plan, disposed of resources for less than
fair market value. The period of ineligibility shall begin with the
month in which such resources were transferred and the number of
months in such period shall be equal to the lesser of—

“(A) 30 months, or

“BXi) the total uncompensated value of the resources so
transferred, divided by (ii) the average cost, to a private patient
at the time of the appli tlon. of nursing facility services in the
State or, at State option, in the community in which the individ-
ual is institutionalized.

‘“2) An individual shall not be ineligible for medical assistance by
reason of paragraph (1) to the extent that—

“(A) the resources transferred were a home and title to the Real property.
home was transferred to—

“(i) the spouse of such individual;
i “(tli:j) a child ofsauch mc{ual who is under agl'fe Zééaor Chlldren and
with respect to States eligible to icipate in t te
program established under title )Esi; is blind or perma- Blind persons.
nently and totally disabled, or (with respect to States which |iandicapped
are not eligible to participate in such program) is blind or ’
disabled as defined in section 1614;
“(iii) a sibling of such individual who has an equity
interest in such home and who was residing in such individ-
ual’s home for a period of at least one year immediately
before the date of the individual’s admission to the medical
institution or nursing facility; or
“(iv) a son or daughter of such individual (other than a
child described in clause (ii)) who was residing in such
individual’s home for a period of at least two years imme-
diately before the date of such individual’s admission to the
medical institution or nursing facility, and who (as deter-
mined by the State) provided care to such individual which
permitted such individual to reside at home rather than in
such an institution or facility;

“(B) the resources were transferred to (or to another for the Children and
sole benefit of) the community spouse, as defined in section glmth
1924(hX2), or the individual’s child who is blind or permanently ;Egg"ii‘;“'
and totally disabled; persons. "

“AC) a satisfactory showing is made to the State (in accordance
with any regulations promulgated IEKG e Secretary) that (i) the
individual intended to dispose of resources either at fair
market value, or for other valuable consideration, or (ii) the
resources were transferred exclusively for a purpose other than
to ify for medical assistance; or

) the State determines that denial of eligibility would work

an ue i
“(3) In this subsection, the term ‘institutionalized individual
means an mdtl;ldual who is an inpatient in a medical institution or
“(4] lgéhé(%)(mmmtg a State which has alectlgd treatnllhexg fl.:’nder
section no de for any period of ineligibi r an
individual h'nnagrmt;lfmmeaforleasthanfairmarket
valueexceptmamordancew:ththmsu}:nechon T
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(c) New SSI Poricy REGARDING DisrosaL oF RESOURCES FOR LEss
THAN Fair MARKET VALUE.—

(1) ELIMINATION OF SSI PENALTY;, NOTIFICATION OF MEDICAID
POLICY LIMITING ELIGIBILITY OF INSTITUTIONALIZED INDIVIDUALS
FOR BENEFITS BASED ON SUCH DISPOSAL OF RESOURCES.—Subsec-
tion (c) of section 1613 (42 U.S.C. 1382b) is amended to read as
follows:

“Notification of Medicaid Policy Restricting Eligibility of Institu-
tionalized Individuals for Benefits Based on Disposal of Resources
for Less Than Fair Market Value

“(cX1) At the time an individual (and the individual’s eligible
spouse, if any) applies for benefits under this title, and at the time
the eligibility of an individual (and such spouse, if any) for such
benefits is redetermined, the Secretary shall—

“(A) inform such individual of the provisions of section 1917(c)
providing for a period of ineligibility for benefits under title
XIX for individuals who make certain dispositions of resources
for less than fair market value, and inform such individual that
information obtained gursuant to subparagraph (B) will be
made available to the State agency administeri:ag a State plan
under title XIX (as provided in paragraph (2)); an

“(B) obtain from such individual information which may be
used by the State agency in determining whether or not a
period of ineligibility for such benefits would be required by
reason of section 1917(c) if such individual (or such spouse, if
any) enters a medical institution or nursing facility.

State and local “(2) The Secretary shall make the information obtained under
governments. paragraph (1)XB) available, on request, to any State agency admin-
istering a State plan approved under title XIX.".

(2) CONFORMING AMENDMENT.—Subparagraph (B) of section
1611(e)(1) (42 U.S.C. 1382(eX1)) is amended by adding after and
below clause (iii) the following new sentence:

“For purgoses of this subsection, a hospital, extended care facility,
nursing home, or intermediate care facility which is a ‘medical
institution or nursing facility’ within the meaning of section 1917(c)
shall be considered to be receiving payments with res; to an
individual under a State plan approved under title XIX during any
period of ineligibility of such individual provided for under the State
plan pursuant to section 1917(c).”.

(d) DisREGARDING PAYMENTS FOR CERTAIN MEDICAL EXPENSES BY
InsTrTUTIONALIZED INDIVIDUALS.—Section 1902 (42 U.S.C. 1396), as

42 USC 1396a amended by the amendment made by section 411(n)3) of this Act, is
amended by adding at the end the following new subsection:

“(r) For purposes of sections 1902(a)(17) and 1924(dX1XD) and for
purposes of a waiver under section 1915, with respect to the post-
eligibility treatment of income of individuals who are institutional-
ized or receiving home or community-based services under such a
waiver, there shall be taken into account amounts for incurred
expenseabfur mcal or reinsdlge;l care that are not subject to

ayment by a thi , including—
g “(A))r medica]{"‘e{n.t gnd other health insurance premiums,
deductibles, or coinsurance, and

“(B) necessary medical or remedial care recognized under
State law but not covered under the State plan under this title,
subject to reasonable limits the State may establish on the
amount of these expenses.”.



PUBLIC LAW 100-360—JULY 1, 1988 102 STAT. 763

(e) ConFORMING AMENDMENT.—Section 1902 (42 U.S.C. 1396a), as
amenﬁ by the amendment made by section 411(n)X3) of this Act, is
amen

(1) in subsection (a)(lO)(C)(lxIl]) by striking “the same” each
place it ap and inserting “no more restrictive than the”;
(2) by l!t.rﬁ;B “and” at the end of subsection (a)49);
(3) by stnkqu the period at the end of subsection (aX50) and
inse ;an
foi{lﬂml:;g msertmg afterh paragraph (50) of subsection (a) the
new
“(51XA) meet the requirements of section 1924 (relating to
protection of community spouses), and (B) meet the requirement
oi‘ section 1917(c) (relating to transfer of assets).”; and
(5)1i m subsection (r), as added by subsection d)—
A) by reclemgnatmg subparagraphs (A) and (B) as clauses
m(‘li':ll;‘ll:;un)ns?;hng “(1)¥ after “(r)”, and
r “(r)”, an
y adding at the end the followmg new paragraph:

“(2XA) The methodology to be employed in determining income
and resource e ility for individuals under subsection
(a)(1OXAXIXIID), (aX10XAXAXIV), (aX10)AXii), (aX10XCYiXIII), or under
subsection (f) may be less restrictive, and shall be no more restric-

tive, than the methodology—
m:i'flv)ulln the m of tilgl;oups ci: isting of aged, blind, or disabled g}ingi persoré]a.
uals, er supplemental security income program Handicappe
under title XVI, or persons,
“(ii) in the case of other groups, under the State plan most
closely categorically related.

“(B) For purposes of tl:us subsection and subsection (a)X10), meth-
odology is considered to benomomreatnctwelf,umngth
methodology, additional individuals may be eligible for medical
assistance and no mdlﬂduala who are otherwise eligible are made
in le for such assistance.”.
® TMENT oF HOMESTEAD EXEMPTION 1N Missouri.—The State Blind persons.
medical assistance plan of Missouri shall not be in compliance with Handicapped
the requirements of title XIX of the Social Security Act as of Persons
Octoberl 1989, unless such plan is amended to provide that, in
determmmg the resources of any aged, blind, or dwabled individual
in the State who applies for medical assistance under such plan on
or after such date, the State will not consider the home of the
individual as a resource, regardless of the value of the home.
EFFECTIVE DATE.— 42 USC 1396r-5
(1XA) The amendments made by this section apply (except as note.
in this subsection) to payments under title XIX of the
SecuntyActforcalendar quarters beginning on or after
September 30, 1989, without regard to whether or not final
regu.labt;ona to d(;at.:ry out such amendments have been promul-
(B) Section 1924 of the Social Security Act (as inserted by
subsection (a)) shall only apply to institutionalized individuals
who begin continuous of institutionalization on or after
September 30, 1989, except that subsections (b) and (d) of such
section (and so much of subsection (e) of such section as relates
to such other subsections) shall apply as of such date to individ-
uala mstlmtlonahzed on or after such date.
The amendment made by subsection (b) and section
1902(&)(51)(]3} of the Social Security Act, apply (except as pro-
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vided in paragraph (5)) to payments under title XIX of the
Social Security Act for calendar quarters beginning on or after
July 1, 1988, or the date of the enactment of this Act, without
regard to whether or not final regulations to carry out such
amendments have been promulgated by such date.

(B) Section 1917(c) of the Social Security Act, as amended by
subsection (b) of this section, shall apply to resources disposed of
on or after July 1, 1988.

(C) Notwithstanding subparagraphs (A) and (B), a State may
continue to apply the policies contained in the State plan as of
glluilée 830, 1988, with respect to resources disposed of before July

(3) The amendments made by subsection (c) shall apply to
transfers occurring on or after July 1, 1988, without regard to
whether or not final regulations to carry out such amendments
have been promulgated by such date.

(4) The amendment made by subsection (d) is effective on and
after April 8, 1988. The final rule of the Health Care Financing
Administration published on February 8, 1988 (53 Federal Reg-
ister 3586) is superseded to the extent inconsistent with the
amendment made by subsection (d).

(5) In the case of a State plan for medical assistance under
title XIX of the Social Security Act which the Secretary of
Health and Human Services determines requires State legisla-
tion (other than legislation appropriating funds) in order for the
plan to meet the additional requirements imposed by the
amendments made by this section (other than subsection (e)),
the State plan shall not be regarded as failing to comply with
the requirements of such title solely on the basis of its failure to
meet these additional requirements before the first day of the
first calendar quarter beginning after the close of the first
regular session of the State legislature that begins after the
date of the enactment of this Act. For purposes of the previous
sentence, in the case of a State that has a 2-year legislative
session, each year of such session shall be deemed to be a
separate regular session of the State legislature.

(6) The amendments made by paragraphs (1) and (5) of subsec-
tion (e) shall apply to medical assistance furnished on or after
October 1, 1982.
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TITLE IV—UNITED STATES BIPARTISAN
COMMISSION ON COMPREHENSIVE
HEALTH CARE, OBRA TECHNICAL COR-
RECTIONS, AND MISCELLANEOUS PRO-
VISIONS

Subtitle A—United States Bipartisan
Commission on Comprehensive Health Care

SEC. 401. ESTABLISHMENT. 42 USC 1395b

There is established a commission to be known as the United "
States Bipartisan Commission on Comprehensive Health Care (in
this title referred to as the “Commission”).

SEC. 402. DUTIES. 42 USC 1395b

(a) In GENERAL.—The Commission shall— als:
(1) examine shortcomings in the current health care delive
and financing mechanisms that limit or prevent access of
inc:lividua]s in the United States to comprehensive health care,
an
(2) make specific recommendations to the Congress respecting
Federal programs, policies, and financing needed to assure the
availability of—
(&Q} comprehensive long-term care services for the elderly
an A
(B) comprehensive health care services for the elderly
and disabled, and

(C) comprehensive health care services for all individuals
in the United States.

(b) CoNSIDERATIONS IN RECOMMENDATIONS.—In making its rec-
ommendations, the Commission shall consider—

(1) the amount and sources (consistent with principles of
social insurance) of Federal funds to finance the needed serv-
iceg, including reallocations of existing Federal program funds,
an

(2) the most efficient and effective manner of administering
such programs.

(c) DEFINITIONS.—In this title:

(1) The term “comprehensive health care services” includes—

(A) inpatient hospital services (including mental health
services);

(B) skilled nursing facility services, intermediate care
facility services, home health services, and other long-term
health care services;

(C) physician services and other outpatient health care
services (including mental health services);

(D) periodic general physical examinations, eye examina-
tions, hearing examinations, dental examinations, foot
examinations, and other preventive health care services;

an
(E) prescription dngs, eyeglasses, hearing aids, ortho-
pedic equipment, and dentures (both complete and partial).
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(2) The term “comprehensive long-term care services” in-
cludes custodial and noncustodial services in facilities, as well
as home and community-based services.

42 USC 1395b SEC. 403. MEMBERSHIP.

e (a) APPOINTMENT.—The Commission shall be composed of 15 mem-
bers appointed as follows:
President of U.S. (1) The President shall appoint 3 members.

(2) The President pro tempore of the Senate shall appoint,
after consultation with the minority leader of the Senate, 6
members of the Senate, of whom not more than 4 may be of the
same political party.

(3) The Speaker of the House of Representatives shall appoint,
after consultation with the minority leader of the House of
Representatives, 6 members of the House, of whom not more
than 4 may be of the same political party.

(b) CHAIRMAN AND VICE CHAIRMAN.—The Commission shall elect
a chairman and vice chairman from among its members.

(c) VAacaNncies.—Any vacancy in the membership of the Commis-
sion shall be filled in the manner in which the original appointment
was made and shall not affect the power of the remaining members
to execute the duties of the Commission.

(d) QuorumM.—A quorum shall consist of 8 members of the
Commission, except that 4 members may conduct a hearing under
section 405(a).

(e) MeeTINGS.—The Commission shall meet at the call of its

i or a majority of its members.

(f) CoMPENSATION AND REIMBURSEMENT OF ExXPENSES.—Members
of the Commission are not entitled to receive compensation for
service on the Commission. Members may be reimbursed for travel,
subsistence, and other necessary expenses incurred in carrying out
the duties of the Commission.

42 USC 1395b SEC. 404. STAFF AND CONSULTANTS.

note. (a) Starr.—The Commission may appoint and determine the com-
pensation of such staff as may be necessary to carry out the duties of
the Commission. Such appointments and oomgenaation may be
made without regard to the provisions of title 5, United States e,
that govern appointments in the competitive services, and the provi-
sions of chapter 51 and subchapter III of chapter 53 of such title that
relate to classifications and the General Schedule pay rates.

(b) ConsuLTANTS.—The Commission may procure such tem

and intermittent services of consultants under section 3109(b) of
title 5, United States Code, as the Commission determines to be
necessary to carry out the duties of the Commission.

42 USC 1395b SEC. 405. POWERS.

e (a) HEARINGS AND OTHER AcTiviTies.—For the purpose of carrying
out its duties, the Commission may hold such hearings and under-
take such other actlﬂtlzﬂ as the Commission determines to be
necessary to carry out its duties.

(b) StupiEs BY GENERAL AcCOUNTING OrFICE.—Upon the request
of the Commission, the Comptroller General shall conduct such
studies or investigations as the Commission determines to be nec-
essary to carry out its duties.

(c) CosT EsTiMATES BY CONGRESSIONAL BUDGET OFFICE.—
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(1) Upon the request of the Commission, the Director of the
Congressional Budget Office shall provide to the Commission
such cost estimates as the Commission determines to be nec-
essary to carry out its duties.

(2) The Commission shall reimburse the Director of the
Congressional Budget Office for expenses relating to the
employment in the office of the Director of such additional staff
as may be necessary for the Director to comply with requests by
the Commission under paragraph (1).

(d) Derai. oF FeEpeEraL EmpLoYEEs.—Upon the request of the
Commission, the head of any Federal agency is authorized to detail,
without reimbursement, any of the personnel of such agency to the
Commission to assist the Commission in carrying out its duties. Any
such detail shall not interrupt or otherwise affect the civil service
status or privileges of the Federal employee.

(e) TEcHNICAL AsSISTANCE.—Upon the request of the Commission,
the head of a Federal agency shall provide such technical assistance
to the Commission as the Commission determines to be necessary to
carry out its duties.

(f) Use oF MamLs.—The Commission may use the United States
mails in the same manner and under the same conditions as Federal
agencies.

(g) OBTAINING INFORMATION.—The Commission may secure di-
rectly from any Federal agency information necessary to enable it to
carry out its duties, if the information may be disclosed under
section 552 of title 5, United States Code. Upon request of the
Chairman of the Commission, the head of such agency shall furnish
such information to the Commission.

(h) ApmiNiSTRATIVE SUuPPORT SERVICES.—Upon the request of the
Commission, the Administrator of General Services shall provide to
the Commission on a reimbursable basis such administrative sup-
port services as the Commission may request.

(i) AccepTANCE OF DoNaTIONS.—The Commission may accept, use,
and dispose of gifts or donations of services or property.

SEC. 406. REPORT. 42 USC 1395b

(a) REPORT ON COMPREHENSIVE LONG-TERM CARE SERVICES FOR THE note.

ELpERLY AND DisABLED.—The Commission shall submit to Congress
a report, not later than 6 months after the date of the enactment of
this Act, containing its findings and recommendations
comprehensive long-term care services for the elderly and disabled.
The report shall include detailed recommendations for appropriate
legislative initiatives respecting such services.

(b) Reportr ON CoMPREHENSIVE HEALTH CARE SEeRvICES.—The
Commission shall submit to Congress a report, not later than 1 year
after the date of the enactment of this Act, containing its findings
and recommendations ing comprehensive health care services
for the elderly and disabled and comprehensive health care services
for all individuals in the United States. The report shall include
detailed recommendations for appropriate legislative initiatives
respecting such services.

SEC. 407. TERMINATION. 42 USC 1395b

The Commission shall terminate 30 days after the date of submis- "°*°
sionofthereportrequiredinsecﬁond()ﬁ(z;!
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42 USC 1395b SEC. 408. AUTHORIZATION OF APPROPRIATIONS.

sew There are authorized to be appropriated $1,500,000 to carry out
this title.

Subtitle B—OBRA Technical Corrections

SEC. 411. TECHNICAL CORRECTIONS TO CERTAIN HEALTH CARE PROVI-
SIONS IN THE OMNIBUS BUDGET RECONCILIATION ACT OF
1987.

1 USC 106 note. (a) REFERENCE TO OBRA AND EFFECTIVE DATES. —
(1) REFERENCE.—In this section, the term “OBRA” refers to
?&3— éﬂ3.mmf'bua Budget Reconciliation Act of 1987 (Public Law
(2) EFrecTivE DATE.—Except as specifically provided in this
section, the smendmenta e by this section, as they relate to
a provision in OBRA, shall be effective as if they were included
in the enactment of that provision in OBRA.
(3) RATIFICATION OF ENROLLMENT CORRECTIONS AND PRINTED
ENROLLMENT.—
(A) IN GENERAL—Ezxcept as provided in subparagraph (B),
the enrollment corrections noted in footnotes numbered 9
through 72 of OBRA are hereby ratified and shall be consid-
ered to have been enacted as of OBRA. The printed
enrollment of title IV of OBRA, as pre and printed
under section 8004 of OBRA (including the footnote correc-
tions described in subparagraph (B) and as incorporating
the clarifications described in sublg:ragraph (C)), shall ba
deemed to constitute title IV of OBRA as enacted.
42 USC (B) FoornoTE corReCTIONS.—(i) With respect to the ref-
1320a-Tb. erence to which footnote 28 relates (101 Stat. 1330-81), the
reference shall be deemed to have read “1320a-Th)”.
42 USC 1395m. (i1) With respect to the word to which footnote 30 relates
Elt{lllle f:tat. 1330-91), the word shall be deemed to have read
42 USC 1396b. (iii) With respect to the designation to which footnote 52
relates (101 Stat. 1330-151), the designation shall be deemed
to have read “(F)".
(C) CLARIFICATIONS OF ILLEGIBLE MATTER.—(i) Section
1842(n)(1XA) of the Social Secuntg Act, as added by section
42 USC 1395u. 4051(a) of OBRA (101 Stat. 1330-93), is deemed to have the
phrase “the supplier’s reasonable charge to mdnnduals
enrolled under part for the test” immediately after “or,
if lower, the”.
(ii) Section 1834(aXTXB)i) of the Social Security Act, as
42 USC 1395m. inserted by section 4062(b) of OBRA (101 Stat. 1330-108), is
deemed to have a reference to “1987"” immediately after
“December”.
(b) CorrEcCTIONS RELATING TO PART 1 OF SuBTITLE A OF TITLE IV
(PART A OF THE MEDICARE PROGRAM).—
(1) SEctioN 4002.—(A) Subclauses (III) and (IV) of section
1886(b)(3)(B)(i) of the Social Security Act, as amended by section
42 USC 1395ww. 4002(&) of OBRA, are amended by stnkmg ‘other hospltals” and
rting *for hospitals located in other urban areas”.
(B) Sectnon 188g(b)(3)(B)(1)(IV) of the Social Secunty Act, as
amended by section 4002(a) of OBRA, is amended by stnlung
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“pement” each place it appears and inserting “percentage
ints”.
lW(C} Section 1886(bX3XBXiXV) of the Social Security Act, as
amended by section 4002(a) of OBRA, is amended by inserting
“increase” after “market basket percen
(D) The second sentence of section 1886(dX2XD) of the Social
Security Act, as amended by section 4002(b) of OBRA, is amend-
ed by striking “the publication described in subsection (eX5XB)”

and inserting “the tions described in subsection (eX5)”.
(E) Section cX1XBXiii) of OBRA is amended, in the
matter stricken, the comma after “available”.

(F) Section lﬁdmmiu) of the Social Security Act, as
amended by section Mch)(Clof OBRA, is amended by strik-
“in and inserting “in other urban a:aas”
G) Section IBSG(dXIXA)(m) of the Social Security Act,
amended by section 4002(d) of OBRA, :samendedbystnkmg“lf
ter” and mserh%“lf the a amount
described in clause (i orc]auseveur)?geof paragraph (3XD)) for
the region of, and in the same rural,
s, r ber i e o, ) T T remavtive
veraﬁe standardized amount ( respective
clause) for hospitals within the United States in that type of

(I-I)(l) Section lSBB(d)(Z)(D} of the Social Security Act is amend-
OB?A) the last sentence (added by section 4002(f(1)XA) of

thgl)follsm n 4002(f) ofOBRAph is amended by adding at the end
owing new paragraj
“(8) The second sentence of section 1813(bX1) of the Social
Security Act (42 U.S.C. 1395e(bX1) is amended b&
applwable percentage increase’ and all that follows
applied’ and inserting Secretary'sbeateut:mateofthepay
ment-weighted of the applicable percent increases
(as defined in section 1886(b)3)B)) which are a; &
i T g gt . e B S0 v
inpa e for years wi ;
(I) Section 4002(g) of OBRA is amended—
@) in by striking “1886(a)1XAXiii])” and
maertmg d)(l)(A)(m)
phs (DCB} and (2XB), by striking
"18-8-“““‘3 ,m’”m b, T stk TRAENI0®) and
p s
maemng 1886(dX1XB)".
2) Slc'rmN 4003. -—Sechon 4003(d) of OBRA is amended—

188&&%% e nde_

bymlgserhng “of such services” after “reasonable
(B)mthemat:terfoll h (2), by inse;

“the” afver “facintenor © Lo oo YR

(3) SecrioN 4004.—Section 4004(a) of OBRA is amended

maeri:mg“(l)"aﬂer“&mm-—- and by adding at the end the

"(2}Sect1onl dX9XCXiv) of such Act is amended by adding at

the end the following new sentence: “The second and third sentences

42 USC 1395ww.

42 USC 1395ww.

Urban areas.

Urban areas.
Rural areas,

Effective date.
42 USC 1395e

note.
42 USC 139%5ww
note.

101 Stat.1330-46.

by 42 USC 1395ww.

Puerto Rico.
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42 USC 1395ww.

Rural areas.

101 Stat. 1330-47.

42 USC 1395ww
note.

42 USC 13956tt.

42 USC 1395ww.

42 USC 1395ww
note.

of paragraph (3XE) shall appl{leto subsection (d) Puerto Rico hos-
pitals under this clause in the same manner as they apply to
subsection (d) hospitals under such paragraph and, for purposes of
this clause, any reference in such paragraph to a su ion (d)
lﬁospltal ,13 deemed a reference to a subsection (d) Puerto Rico
ospital.”.”.

(4) SEcTION 4005.—(A) Section 1886(d)X8)B) of the Social Secu-

ﬁy Act, as added by section 4005(aX1XD) of OBRA, is amend-

(i) by striking “The Secretary” and mserting “For pur-
poses of this subsection, the Secre
(ii) by striking all that follows » and inserting the
following: “ihe rural county would otherm.se be considered
&art of an urban area, under the standards for designating
tropolitan Statistical Areas (and for designating New
Eﬁland County Metropolitan Areas) published in the Fed-
Register on January 3, 1980, if the commuting rates
usad in determining outlymg counties (or, for New England,
similar recognized areas) were determined on the basis of
the aggregate number of resident workers who commute to
(and, if applicable under the standards, from) the central
county or counties of all contiguous Metropolitan Statistical
Areas (or New England County Metropolitan Areas).”.

(B) Section 1886(d)8XC) of the Social Security Act, as added by
section 4005(a)1XD) of OBRA, is amended nkmg
“standardized amount” and inserting “standardized amounts’

(C) Section 4005(a) of OBRA is amended—

@ in para%raph (1)(D), by stnlnng “subparagraph” and
msertmg su

(ii) in paragrzﬁh (3) by stnkmg “This section, and the
amendments made by paragraph (1),” and inserting “This
subsection”.

(D) Section 1883((1)(3) of the Social Security Act, as added by
section 4005(b)2XB) of OBRA, is amended by inserting before
the period at the end the followmg' , except that such payment
shall continue to be made in the penod for those patients who
are receiving extended care services at the time the hospital
reaches the limit specified in this paragraph”.

(56) SecTiON 4008.—(A) Section 1886(g(3XAXiv) of the Social
Security Act, as amended by section 4006(a) of OBRA, is amended
by inserting “for payments attributable” after “15 peroent.”

g e N

y a “and” at the en sub , an
(ii) by redesignating subparagraphs (A) ) as para-
graphs (1) and (2), respectively.

(6) SECTION 4007.—Section 4007 of OBRA is amended—

(A) in the second sentence of subsection (a), by striking
ta” and inserting “updated”;
(B) by amending subsection (b) to read as follows:
“(b) REQUIRING REPORTING OF STANDARDIZED CosT REPORT ELEC-
TRONICALLY.—

“(1) IN GENERAL.—Section 1886(f)1) of the Social Security Act
42USC. 1395ww(ﬂ(1)) is amended—

“(A) b y s . for a period ending not earlier than

Se 0, 1
P(tl?} by msertmg ‘(A)’ after (fX1), and
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‘4C) by adding at the end the following new subpara-

i ‘(Bm&gj-ecttoclm(u),the&cretaryshallplace into effect a
e electronic cost reporting format for hospitals under
title.

“ (i) The Secretary may delay or waive the implementation of
such format in particular instances where such implementation
would result in financial hardship (in particular with respect to
hospitals with a small percentage of inpatients entitled to benefits
under this title).".
“2) ErFECTIVE DATE—The amendment made by paragraph 42 USC 1395ww
(1XC) shall apply to ggpltal cost reporting periods beginning on  note.

or after October 1, 1 and
© u(ll)mm (c)h—m_ qztgsc 1395ww
1n paragra) note.
(I)bysmimg“?-year’ and

) (D by ﬂtnkmg "oont:ractmg’ and inserting

con
ii) parag'ra h (2), striking * f
sef'wcamand msug bylm (A) and(rl?)’; i
(i) i 1):; paragraph (2)C), gy striking “(by category of

service)'’;
(iv) in paragraph (2), by striking sub ph (D)

and redesignating subparagraphs (E) ugh (L) as
subparagraphs (D) through (K), respectively;
(v) by amending subparagraph (I), as so redesignated,
to as follows:
“(I) Bad debt and charity care.”;
(vr) in paragraph (2), by adding at the end the follow-

“The Secreta.ry shall develop a deﬁmhon of ‘outpatient visit’ for
purposes of reporting hospital information.”;

(vii) in paragraph (5), b‘y striking “paragraph (3)” and
msertmg ph (2)

(viii) in paragraph (5)(A) l:y striking “The terms”
and all that follows through “as” and inserting “The
term‘bnddehtandchmtyeam has such meaning as"’;

(ix) in paragraph (B5XB)—

inserting “at least” after “to payors”,
([D striking “title VIII” and inserting “title
XVIIl”, and
(Im by striking “self-paying individuals” and
inserting “and other persons (including self-paying
individuals)”’; and

(x)in paragra 6)—

“$1,000,000 for each of”’ and insert-
a total of $3,000,000 for”,

maerhng “or from operahon funds” after

sl:rlkmg and at least” and all that
follows through ¢ operatmns funds” and inserting

“‘mﬂ'
by striking “over 3 years
(7) SECTION 4008.—Section 4008(d)(1)(B) of OBRA is amended 42 USC 1395ww
by striking “1886” and inserting “1886(d)". note.

(8) SecTION 4009.—(A) Section 4009(a) of OBRA is amended— 42 USC 1395dd.
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(1) by striking paragraphs (1) and (2) and inserting the
following:

“(1) INCREASE IN CIVIL MONETARY PENALTY AND EXCLUSION OF
RESPONSIBLE PHYSICIAN VIOLATORS.—Section 1867(dX2) of the
Social Security Act (42 U.S.C. 1395dd(dX2)) is amended—

“(A) in the second sentence—
“(i) by redesignating such sentence as subparagraph

C),
“(i) by striking ‘previous sentence’ and inserting
‘this paragraph’, and
“(m) b, redemgnanng subparagraphs (A) and (B) as
clauses (i) and (ii), respectively; and
“(B) by striking the first sentence and inserting the fol-
lowing: ‘(A) A participating hospital that knowingly vio-
lates a requirement of this section is subject to a civil
money penalty of not more than $50,000 for each such
violation. The provisions of section 1128A (other than
subsections (a) and (b)) shall apply to a civil money penalt;
under _ this subp aph in the same manner as suc
provisions appl respect to a penalty or proceeding
under section 1 28A(a)

““(B) The responsible physician in a participating hos-
pital with respect to the hospital’s violation of a require-
ment of this subsection is subject to the sanctions described
in section 1842(jX2), except that, for purposes of this
subparagraph, the civil moneg penalty with respect to each
violation may not exceed $50,000, rather than $2,000."";

and
42 USC 1395dd (ii) by ignating paragraph (3) as par: ph (2).
note. (B) Sectmn 4009(d)(1)(A) of OBRA is amend:fm in the matter
42 USC 1395ww. inserted by such section, by striking the comma after “rep-
resentatives”.
42 USC 13%ww (8] Section 4009(1)) of OBRA is amended b, (lOy "New
note. England county metropolitan areas” and “4 l(h)”

ing “urban areas in New England” and “4002(b)”, respectlvely
(D) Section 4009() of OBRA is amended by adding at the end
the following new 8pm'af'ra. phs:
““(9) Section 181 the SOC]&] Secunty Act (42 U.S.C. 1395i-
2(c)) is amended by striking ]13.‘1; (4) and redesignating
gar&llgraphs )] thruugh (7) as paragrap (4) through (6), respec-
ve
“(10) Section 9305(d) of the Omnibus Bugzt Reconciliation
100 Stat. 1988, Act of 1986 is amended by striking ‘2 years r the date of the
enactment of this Act’ and inserting ‘January 1, 1990".”
(c) CoRRECTIONS RELATING TO SUBPART A OF PART 2 OF SUBTITLE A
oF TrrLE IV (HEALTH MAINTENANCE ORGANIZATION REFORMS).—
(1) SectioN 4011.—Subpar: e(fh (F) of section 1876(cX3) of
the Social Security Act, as a?m by the amendment made by
42 USC 1395mm. section 4011(a)1) of OBRA is amended by moving its indenta-
t10n4emst.otheleftso1tsleftmargm is aligned with the left
margin of subgaragraph (G) of that section, as added by section
4011(bX1) of OBRA.

Contracts. (2) SeEcTioN 4012.—(AXi) Section 1866(a)}1X0) of the Social
42 USC 1395cc. Security Act, as msert.ed by section 4012(a) of OBRA, is
amended by stnkmg ‘with a risk: ing contract under section
1876" and inserting “(i) with a risk ing contract under

section 1876, under section 1876(iX2XA) (as in effect before
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February 1, 1985). under section 402(a) of the Social Security
Amendments of 1967, or under section 222(a) of the Social
Security Amendments of 1972, and (ii) which does not have a
contract establishing payment amounts for services furnished to
members of the organization”.

(ii) The amendment made by clause (i) shall ap‘ply to admis- Effective date.
sions occurring on or after the first day of the fourth month 42 USC 1395cc

after the date of the enactment of this Act. note.
(B) Section 4012(c) of OBRA is amended by striking “para- 42 USC 1395mm
graph (2)” and inserting “subsection (a)”. note.

(3) SEcTION 4013.—Section 4013 of OBRA is amended by strik- 42 USC 1395mm.
ing “(a) In GeNerAL” and all that follows through the end and

the following:
“ mﬁ.} of the Deficit Reduction Act of 1984 is amended 42 USC 1395mm
by striking ‘four years after the date of the enactment of this Act’ note.
and inserting ‘September 30, 1990"."
(4) SECTION 4014. —Section 1876(1)(6) of the Social Security Act,
as amended by section 4014 of OBRA, is amended— 42 USC 1395mm.
(A) in su (A), inserting *, “ in addition to any
other rem auti y law,” after “the Secretary
i )pmvtii?:’;:a:tnd tence of sub h (B),
in sentence of paragrap striking
“under that section” and inserting roceel‘:l?ng under
section 1128A(a)”.
(5) SEcTION 4018.—Section 1876(fX3XA) of the Social Security
Act, as inserted by sectmn 4018(a) of OBRA, is amended—
(A) by inserting “enrollment and residency requirements
under this section and for” after “for purposes of”’, and
(B) by nt:nki.ng “of the subdivision” and msertmg “de-

;Lubblﬁamgmph (BXiii) who receive services
vision

(d) COoRRECTIONS Rmrnm TO SUBPART B oF PART 2 oF SUBTITLE A
oF TrrLe IV (HoMe HEALTH QUALITY).—
(1) Secrion 4021.—(A) Section 1891(a) of the Social Security
Act, as added by section 4021(b) of OBRA, is amended— 42 USC 1395bbb.
(i) in paragraph (3XA), by striki “who is not a licensed
he(alf)t.h care prot‘;m(%nx% (?,B defin 2 hy]:::fmph (F) e
1n paragra y msertmg or occupa- Health care
tional therapy assistant,” after “occupational therapls professionals.

and
phs (5) ok )paragraph @ fsnd by mdg}lgnams e
gra an as paragrap

(BXi) Section 1861(n) of the Social Security Act ( US
1395x(n)) is amendaed by inse before the period at the end
the following: “; except that such term does not include such
equipment furnished y a supplier who has used, for the dem-
onstration and use of specific equipment, an individual who has
notmetsuchmmmumtrmmngstandaxﬂaastheﬁecre’ao.\}y
estabd!_llcshmthregkecttothedemonntratmnanduae sucl‘;
specific equipmen

(i) The amendment made by clause (i) shall apply to equip- Effective date.
ment furnished on or after the effective date provided in section
4021(c) of OBRA.

(2) Secrion 4022.—(A) The third sentence of section 1891(cX1)
of the Social Security Act, as added by section 4022(a) ofOBRA;
is am“nmlzy inserting “(other than subsections (a) and (b))’
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42 USC 1395bbb.

42 USC 1395bbb.

42 USC 1395aa.

42 USC 1395aa
note,

42 USC 1395x.

Wages.

(B) Section 1891(d)2)A) of the Social Security Act, as added
by section 4022(a) of OBRA, is amended by striking “1991” and
inserting “1992".

(3) SectioN 4023.—(A) Section 4023 of OBRA is amended by
inserting “(a) IN GENERAL.—" before “Section 1891”.

(B) Section 1891(fX2)XA) of the Social Security Act, as added by
section 4023 of OBRA, is amended—

(i) by moving the indentation of clauses (i) through (iii)
(and the sentence following clause (iii)) 2 ems to the left,

(u} in clause (i), by striking “for each day of noncompli-
ance” and inserting “in an amuunt not to exceed $10,000 for
each day of noncompliance”, and

(iii) by inserting after and below clause (iii), the following:

“The provisions of section 1128A (other than subsections (a) and
(b)) shall apply to a civil money penalty under clause (i) in the
same manner as such provisions apply to a penalty or proceed-
ing under section 1128A(a).”

(C) Section 4023(b) of OBRA is amended by inserting before
the period at the end the following: “, and no intermediate
sanction described in section 1891(f{2XA) of such Act shall be
imposed for violations occurring before such effective date”.

(4) SEcTiON 4025.—(A) Section 1864(a) of the Social Security
Act is amended—

(1) in the first sentence added by section 4025(a) of OBRA,
by striking “most recent accreditation survey conducted
with respect to the agency,” and inserting “most recent
accreditation survey conducted by a State agency or private
accreditation agency under section 1865 with respect to the
home health agency,”, and

(ii) in the second sentence so added—

(I) by inserting “such State or local” before “agency”
the first place it appears,
lsgg’by striking ‘section 1864" and inserting ‘“‘section

(B) Section 4025 of OBRA is amended—

(i) in subsection (b), by striking “subsection (a)’ and
inserting “this sectxon” and by redesignating such subsec-
tion as subsection (c), and

(ii) by inserting after subsection (a) the following new
subsection:

“(b) ConrorMING AMENDMENT.—The last sentence of section
1865(a) of such Act (42 U.S.C. 1395bb(a)) is amended by inserting
(other than a survey with respect to a home health agency’ after
‘any accreditation survey’.”.

(5) SEcTION 4026. -—(A) Section 1861(v)X1)LXiii) of the Social
Security Act, as added by section 4026(aX1) of OBRA, is
amended—

(1) by stnkmg “audited” each place it appears and insert-
ing ‘“‘yerified”, and

(ii) by addmg at the end the following:

“In the case of a home health agency that refuses to provide data, or
deliberately provides false data, respecting wages for purposes of
this clause upon the request of the Secretary, the Secretary may
withhold up to 5 percent of the amount of the payments otherwise
payable to the agency under this title until such date as the Sec-
retary determines that such data has been satisfactorily provid
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5 (B)”Sﬁm 4026(4%) of(l)BgABgE amended by striking “July 1, 42 USC 1395x
(C) Section ) of BRAmamendedbystnking"Junel
1988” and inserting “June 1, 1989”.
_SectioN 4027.—Section 4027(a) of OBRA is amended by 42 USC 139n
“July 1, 1988” and inserting “April 1, 1989". note.
(e)GomomMmcmSunmCoerZorSumA
oF TrrLe IV (OraEr MEDICARE PART A AND B PROVISIONS).—
(1) SecTioN 4032.—(A) Section 4032 of OBRA is amended by 42 USC 1395h.
“anp PrysiCIAN Review” in the heading of subsection
(a) an striking “AND CArriers” in the heading of subsection

(b).
(B) Section 1816(jX2) of the Social Security Act, as added by
sectio n(i)mhy a) of O A ‘nins ts}\guenﬂedo—f R 42 USC 1395h.
inserting case of a request for -
ation of a denial,” after “(2)”, and
(ii) by i ing “the” before “disposition”.
© Sectum 4032( 1XB) of OBRA is amended by striking 42 USC 1395h
“claims filed” and inserting reoonmdemnons requested”. note.
(2) SecTioN 4033.—Section 4033 of OBRA is amended—
(A) by striking “(a) IN GENERAL.—"; 42 USC 426.
(B) by W paragraphs (1) and (2) (and sub; 42 USC 426 note.
graphs (A) (B) (2)) as subsections ( and
g) (lmgnd paragraphs (1) and (2) of subsection (b)), respec-
vely;
mahgnmgtheleﬁmarglmofthemattermsuch
(3) SecTioN 4039.—Section 4039 of OBRA is amended by
adding at the endthefoﬂowmgnewsubeectlon,
“(h) TecHNICAL CORRECTIONS
“(1) Section 1128A(b) of " the Social Security Act (42 USC.
e ph (1(A), by striking KVIT’ and inserting
‘“(A) in paragra) and inse
XVIIT', and

“B) in ph (2) by inserting ‘each’ after ‘$2,000 for’.

“(2) Section 1138(aX1XB) of such Act (42 USC 1320b-
8(a)1)XB)) is amended by striking ‘In’ and i

“(3) Section 1154(a)4) of such Act (42 U.S. 200—3(a)(4)) is

am:
hy indenting subparagraphs (B) and (C) (and clauses

(l) (iii) of sub ‘l’: (©) two additional e
i m:k-s!mr::;;x

“MB) in subpa.ragph
before ‘contract un onl 6 and

“(©) in eubpu}roﬁgm addmg before the comma
attheend g ‘(otherthantheabmtymperform

thmsaectlont.hatarenot

"(4) Section llﬂd] of such Act (42 U.SC 13200-3@)) is
amended by “1164(bX4)’ and inse: ‘1164’.
“(5) Section 1156(b) of such Act (42 U.S.C. 1320c-5(b)) is

“(A) in the second sentence of ph (1), by striking
‘such services on a reimbursable basis.’ and inserting ‘serv-
I%&;dermmm!ﬁg)’r?;nbumble b:ms.chand .
in paragrap stnkmgasu time’ an
that follows h ‘and shall remain’ and inserting ‘on
the same date in the same manner as an exclusion
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from participation under the programs under this Act be-
comes effective under section 1128(c), and shall remain’.
“(6) Section 1160 of such Act (42 U.S.C. 1320c-9) is amended

by adding at the end the following new subsection:
“‘(e) For purposes of this section and section 1157, the term
“o ization with a contract with the Secretary under this part”

includes an entity with a contract with the Secretary under section
1154(a)4XC).".
“7) The ing of section 1870 of such Act (42 U.S.C. 1395¢gg)
is amended to as follows:

‘OVERPAYMENT ON BEHALF OF INDIVIDUALS AND SETTLEMENT OF
CLAIMS FOR BENEFITS ON BEHALF OF DECEASED INDIVIDUALS'.

“(8) Section 1876(iXT) of such Act (42 U.S.C. 1395mm(iX7)) is

amended—
“(A) in sub h (A), by striking ‘Except as provided
under section 11 4)C), each’ and inserting T
“(B) in 8 ph (A), by inserting ‘or with an entity
selected by Secretary under section 1154(a)X4XC) after
‘located)’; and
“(C) by striking ‘peer’ in subparagraph (B) and the second
place it appears in submph (A).
“(9) Section 9353 of the ibus Budget Reconciliation Act of
42 USC 1820c-3 1986 is a(i:)ended— WEXAND. b ——
note. “(A) in subsection i), by striking ‘paragrap
Contracts. and (2)(D) shall apply to contracts as of and inserting
‘paragraph (1) aha.lf apply to contracts entered into or
renewed on or after’;

“(B) in subsection (aX6XB), by striking ‘amendment made
by paragraph (2XB) and inserting ‘amendments made by
pa‘l:{l&mphs (2XB) and (2XD)’; and

42 USC 1395mm in subsection (e)3)XB), by adding at the end the

note. following: “The provisions of section 1876(iX7) of the Social
Contracts. Security Act (added by such amendment) shall appl% to
health maintenance organizations with contracts in effect

under section 1876 of such Act (as in effect before the date
of the enactment of Public Law 97-248) in the same manner
as it applies to eligible organizations with risk-sharing
contracts in effect under section 1876 of such Act (as in
effect on the date of the enactment of this Act).”.”.
(f) CorreCTIONS RELATING TO SUBPART A OF PART 3 OF SUBTITLE A
oF TrrLE IV (PAYMENTS FOR PHYSICIANS' SERVICES).—
42 USC 1395u. 1) diﬁcnon 4041.—(A) Section 4041(a)1XB) of OBRA is
ament —
i) inserting “as amended retroactively by section
4085(XTXC),” after “(X1XC),”, and
(ii) by redesignating the clause added by such section as

clause (viii).
(B) The last sentence of section 1842(b)X2) of the Social Secu-
42 USC 1395u. rity Act, as added by section 4041(a)X3XA) of OBRA, is amended
by striking “and ion (h)” and inserting “, subsection (h),
and section 1845(fX2)”.
42 USC 139%5u (C) Subclause (II) of section 4041(aX3XBXiii) of OBRA is
note. amended to read as follows:

“(In b,y striking ‘April 1’ and inserting ‘September
30’, and”.
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(2) SEcTION 4042.—(A) Section 1842(b)4)XF)Xiii) of the Social
Security Act, as added by section 4042(a) of OBRA, is amended— 42 USC 1395u.
@) in subcl?iuse (D), by striking the semicolon and inserting
a comma, an
(u)msubclause(ﬂ),bysmkmg ‘physician’s” and insert-

(B;ngectmn 1842(b)4XFXiiXD) of the Social Security Act, as
ﬁdd:d by sec'ltiu(»]lglxﬁ;@a]d of OBRA“ is a.mende(dxzy

subparagrap iii)” and inserting “subsection (i

(C) Section 4042(b) of OBRA is amended by striking “Section”
and all that follows up to “The term” and inserting the follow-

ll15‘(1) Section 1842 of such Act (42 US.C. 1395u) is amended—
“(A) m subaechon (hXT), by striking *, described in para-

“(pB) in paragraph (8) of subsection (h)—
(1)byatn£mg‘(8) For purposes of this title, a’ and
inserting ‘(1) A
“(i1) by mdenung such &ugmph 2 ems, and
“(iii) such paragraph the

fo owmg'
“ (i) For purposes of this title:’;
‘? C) in subsection (b)4XE)—
“G )b{,amkmq‘(E)[ntlussectmn .
gredea:gnahngclauses(x)and(u),aspam
gra?hs( ) and (3), reapectlvely and
transfemng inserting such paragraphs,
T L
in su on
(F) and (G) of subsection (b)4), as subpar':gphs (E) a.ndp(F),

raepec‘l:ively‘ and
by inserting, after the par:ﬁm hs transferred and
mserted by subparagraph (CXiii), llowing new para-
graph:
(1} 3(4)?

(D) Section 4042(b) of OBRA is further amended by adding at 42 USC 1395u.
the end the fo

“2XA) Sectu?:rllﬁz(b)u)(m(m) of such Act, as redesignated
by sections 4041(a)(1XAXi) and 4044(a), is amended by striking

_ph (EXii)' and inserting ‘su n (iX3).
“(B) Section 1833(1X2) of such Act (42 USC 13951(1)(2)) is
amended by striking ‘1842(bX4XEXii)’ and i “1842(iX8)".".
(E) The last sentence of section 1842(bX iv)(ID of t.he

Social Security Act, as added by section 4042(cX2) of OBRA, is
tlmiegrslggd by striking “January 1, 1988” and inserting “January
(F) Section 4042(c) of OBRA is amended—
(i) by striking “Section” and all that follows up to “In the
us sentence” and inserting the fi
)Theﬁrstsentenceofclnuse(w)ofaecﬁon 842(b)(4)(A)of
such Act {42USC 139u(b)(4)(AJ) is amended to read as follows:

‘The rJeasonabl: c19 sehr;;eu furnished on g E;falthlm
after ﬂnum a nonpartici hymman shall fessionals.
no :zmble percentpgf thep charge

1 ph?gﬁblmhedun r:&ethndandfouﬂhaente:{egof ect-
or under any pphmblepromon W
g‘?theprevailingchargelwml)..,and
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Health care
professionals.
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101 Stat.1330-86.

42 USC 1395u.

42 USC 1395u.

-Effective date.

42 USC 1395y
note.

PUBLIC LAW 100-360—JULY 1, 1988

(ii) by adding at the end the following:

*(2) Subclauses (I) and (II) of section 184%)(1)(0)(1} of such Act
are amended by striking ‘prevailing charge for the year in-
volved for such service furnished by nonparticipating physi-
cians’ and inserting ‘applicable percent (as defined in subsection
(b]‘(':lxvg!ﬂ) of the prevailing charge for the year and service
1n

(3) Secrion 4044.—(A) Section 4044(a) of OBRA is amended by
stnking “INCREASE IN PREVAILING CHARGES” and inserting

“PREVAILING CHARGE FLooR”.

(B) Section 1842(bY4XAXvi) of the Social Security Act, as

mnerhid) hybyaachon Magutg OBRA, i 11 am(éexnl?&d—
i iking “subparagrap ' and inserting
3 ey
(ii) by striking “the average of the prevailing charge
levels” and inserting “the estimated average prevailing
charge levels based on the best available data”, and
(iii) by striking “for participating hymans”

(4) SecrioN 4045.—(A) Section 1842(b)X10) of the Social Secu-

rity Act, as amended by section 4045(a) of OBRA, is amended—

(i) in subparagraph (AXi)—
(M by striking “under paragraph (3)”,
(D) by i subpamgraph (C)” and inserting
“subparagraph (B)”, and
In stnkmg ':’for participating  and

nonparticipating ph;
u]mwbparag'raph (AXiii), byatnhng"clause (iXID)”” and
in?e) "cl:mmuse (l)m’l'l B b rting “(including subse-
iii) in sul inse: inclu su
quent insertion of :l:n intm{x:ular lens)” after “cataract
(iv) ';?h‘i, ph (D), b der” afte
iv) in paragra , by inserting “under” r
“review”

(B) Section 4045(cX2) of OBRA is amended—

(i) in subparagraph (B), by inserting before the period at
the end the following: “and by striking the second sen-
tence and

byaddmgnttheendthe following new subparagraph

“(D) The fourth sentence of section 1842(bX3) of the Socml
Security Act (42 U.S.C. 1395u(bX3)) is amended by inserting ‘(or
under any other provision of law the prevmlmg charge
level) after ‘the level determined under sentence’.’

(C) Section 1842(jX1XDXiv) of the Social Security Act, as added
by section 4045(c)(1)(B} of OBRA, la amended by striking “im-
poses a charge” and “bills".

(DXi) Section 1862(aX15) of the Social Securi 7 Act (42 US.C.
1395y(a)15)) is amended by msertmg “(incl subsequent
insertion of an intraocular lens)” after ration"”.

(ii) The amendment made by clause (i) shall apply to oper-
ations performed on or after 60 days after the date of the
enactment of this Act.

(5) SecTiON 4046.—(A) Section 1842(b)X11XCXi) of the Social
Security Act, as inserted by section 4046(a)1XC) of OBRA and as
designated by section 4063(a)1XA), is amended by striking
“implantation” and inserting “insertion”. .
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(B) Section 1842(X1)XDXiiXIV) of the Social Security Act, as
inserted by section 4046(a)2)A) of OBRA, is amended by strik-
ing “4g".

(6) SectioN 4047.—(A) The heading of section 4047 of OBRA is
mﬁged by striking “PRIMARY CARE” and inserting “CER-

(B) Section 1842(bX4XG) of the Social Security Act, as added
by section 4047(a) of OBRA, is amended—

(i) by inserting “than” after “(other”, and
(ii) by striking ‘“(as determined under the third and
{zﬁsth sentences of paragraph (3) and under paragraph
© Section 4047(b) of OBRA is amended by inserting “on or”
after “medicare beneficiaries”.

(D) The item in the table of contents of title IV of OBRA

relating to section 4047 is amended to read as follows:

“Sec. 4047. Customary charges for certain services of new physicians.”.

(7) SEcTiON 4048.—(A) Pargraph (14) of section 1842(b) of the
Soc1a1 Secunty Act, as added by section 4048(a) of OBRA, is

ealgnct h (13).
(B) ion 40 8 of OBRA is amended by adding at the end the
following new subsection:

“(e) CONFORMING AMENDMENT TO MAXMIMUM ALLOWABLE ACTUAL
CHARGE.—Section 1842(jX1XC) of the Social Security Act (42 U.S.C.
1395u(jX1XC)), as amended by sections 4085(iX7XC) and 4041(a)1XB)
glf this title, is amended by adding at the end the following new

ause:

““ix) If there is a reduction under subsection (b)13) in the
reasonable cha.rge for medical direction furnished by a
nonparm:lpatmg physician, the maximum allowable actual cbarg
otherwise permitted under this subsection for such services shall
reduced in the same manner and in the same percentage as the
reduction in such reasonable charge.’.”.

(8) SECTION 4049.—(A) Section 1834(b)(6) of the Social Security
Act, as added by section 4049(a)X2) of OBRA, is amended by
striking “radiologic” each place it appears and inserting “radi-

[g‘S%chon 4049(a) t}llf (CI))BEA is mﬂd?ﬂ%—ﬂ o s
, by striking “ ¢X3)” and inserting
“4062((1 3)u g i

"406 ) in paragraph (2), by striking ‘““4062(a)” and inserting

© Sectmn 1833(aX1) of the Social Security Act, as amended
by section 4049(a)1) of OBRA, is amended in the clause added
ler thaj?ﬁ jsection by striking “1834(bX5)” and inserting
(D) Section 1834(b) of the Social Security Act, as added by
sectio:; 1?049(&1‘!1)(2) of OBRA‘;fm amendegs-—-(m) - .
in the headmﬁa paragral and (5), by inse
m%u)mparaqr h (5XC), b a;hng poses ytr:harge
in a “im a
angn)mpams‘mlﬁl:('&)(@ b y rting “in th
in inse ‘in the same manner
as such sanctlgns may yal:lply to a physician”

42 USC 1395u.

42 USC 1395u
note.

101 Stat.1330-89.

Health care
professionals.

42 USC 1395m.

42 USC 13951

42 USC 1395n.

42 USC 13951.
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(iv) in parag’raph (6).  striking “, “, section 1833(aX1)D),
section 843(11)( and msert.mg “and section

18?%{3)(1)(‘”" ph (G)(B) by striking “billings” and
v) in ‘ rt-
“the total amount of charges”. meine

(E) ion 4049%(b) of OBRA is amended by striking “estab-
lish” and inserting “propose”.
(9) SECTION 4051.—Section 1842(n) of the Social Security Act,
as added by section 4051(a) of OBRA, is amended—
(A) in paragraph (1) in the matter before subparagraph

(i) by striking “to a patient”,
}(uugh by inserting “the bill or request for” after “for
w

(m)byatnlm_:g “his” and inserting “a”,
(iv) by striking “supemzed the test” and inserting
“supervised the performance of the test”;
ll(Be)din raph (1XA), by striking “to individuals en-
ro r :
© in h (2XA), inserting ° ent
amol.’l,nt W pm paragraph (1XA) and” aﬁel?ay(?t.her

(D)mparagraph(s)b striking “or supplier”.
(10) FIRST SECTION 4052—y(A) Section 1892(a) of the Social
SecundtgaAct, as added by the first section 4052(a) of OBRA, is
amen

@ ﬁagam%raphu (2XCXii) and (3XB) by striking “para-
P
- ph Ei g; atnkmg ‘bar’ and inserting

(m) in ph (4), by inserting before the period at the
end the g ing: “if a State requests that the physician
not be excluded

(B)Theﬁmtsechon 4052(h)ofOBRA(re]atmgtoconf
reference) is aman striking “338E(bX1)” and “2540(b)(1
gndl inserting “338EMX1XBXi)” and “254o(bX1XBXi)”,

ve

(C)(IJSechon 1892 of the Social SecuntyAct,asaddedbythe
first section 4052(a) of OBRA, is amended—

(D in the heading, by stnlung “pHysICIANS” and “‘sCHOL-

umm"‘ and inserting “INDIVIDUALS” and ‘‘SCHOLARSHIP

respectively;
(D b; " each place it a] (other
;Ee"’"“”‘mrd W gt g s

maertmg ‘individual”;
(II) by striking "thethu'dplaeeltappearsm
subsection (a)4) inserhni“pmctmone s
IV) in h (1XA), by inserting “, the Physi
Shortage molamm Program, or the Heal Edu-
mtlon Anmstan Loan Program, after “Scholarship Pro-

(V)msuhsectmn(b)byamkmg , and (2)” and all that
follows through “Act’ ing “or under sub IlI
ofpartFoftltleVIlofsuchAct(asmeﬂectbefore
1, IWB)andwiﬁchtusnotbeenpaidbythedeadline
mesta})lmhed‘ s} ant}'y the Secretary pursuant to such respective

on”;
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(XI} in subsectlon (bzl bby st.nkmgtttlllla pm;?i: a; };lha end
and inserting ‘; or” and by adding at the en e following:
“(2) owed by an individual to the United States by reason of a
loan covered by Federal loan insurance under subpart I of part
C of title VII of the Public Health Service Act and payment for
which has not been mnoelled waived, or suspended by the
Secretary under such sub
(i) Section 733(f) of the Public Health Service Act (42 U.S.C.
294f(f)) is amended by adding at the end the following: ‘“Proce-
dures for reduction of payments under the medicare program
are provided under section 1892 of the Social Security Act.”
(ii) The amendments made by this subparagraph shall be
effective 30 days after the date of the enactment of this Act.
(11) SeconND sEcTION 4052.—(A) The second section 4052(a) of
OBRA is amended by striking ‘“‘is amended” and all that follows
through the end and inserting the following: “is amended by
inserting before the penod at the end of the next-to-last sen-
tence the following: ‘, and shall remain at such prevailing
charge level until the prevailing charge for a year (as adjusted
bz economic index data) equals or exceeds such prevailing
a

rge level’.”.
(B) The second section 4052(b) of OBRA is amended by strik-
ing “January” and inserting “April”

(12) SecTioN 4054.—(A) Section 4054 of OBRA is amended to
read as follows:

“SEC. 4054. APPLYING COPAYMENT AND DEDUCTIBLE TO CERTAIN OUT-
PATIENT PHYSICIANS’ SERVICES.

“(a) INn GENERAL.—Section 1833 of the Social Security Act (42
U.S.C. 13951) is amended—

“(1) in subsection (a)(1), by striking clause (F),

“(2) in subsection (b), b, paragraph (3) and by re-
designating paragraphs (4) and (5) as paragraphs (3) and (4),
res ively, and

*(3) in subsection (i), by striking paragraph (4).
“(b) ErrecTIVE DATE. —The amendments made by subsection (a)
shall appl%h services furnished on or after April 1, 1988."”.
e item relating to section 4054 in the table of contents of
title IV of OBRA is amended to read as follows:

“Sec. 4054. Applying copayment and deductible to certain outpatient physicians’
services.”.

(13) SecTioN 4055.—Section 4055 of OBRA is amended—

(A) in subsection (a)2), by striking “such list” and insert-
ing “such definitions”, and
(B) in subsection (bX1), by striking “dermatology,”.

(14) RepesicNATION.—The second section 4052 of OBRA and
sections 4053, 4054, and 4055 of OBRA are redesignated as
sections 4053 through 4056, respectively.

(g) CorRECTIONS RELATING TO SUBPART B oF PART 3 OF SUBTITLE A
oF TrrLe IV (PAYMENTS FOR OTHER PART B SERVICES).—

(1) Secrion 4062.—A) The heading of section 1834 of the
Social Security Act, as inserted by section 4062(b) of OBRA, is
amended by inserting “rTEMS after “PARTICULAR".

(B) Subsection (a) of Eection 1834 of the Social Secunty Act, as
80 inserted, is amended—

102 STAT. 781

Effective date.
42 USC 294f

note.
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42 USC 1395u,
1395u notes,
13951, 13951
notes, 1395w-1
note.

42 USC 1395m.
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(i) in paragraph (1XC), by inserting “or under part A to a
home health agency” after “under this part”’; 2

(ii) in the second sentence of paragraph (2XA), by striking

“rental” before “paiments”;
_ (iii) in paragraph (2XBXi), by striking “allowed” and
msertl.ﬁf ‘reasonable”, and in Paragraphs (3XB)i) and
(Sb){A’?( ), by striking “allowable” and inserting “reason-
able”;

(iv) in paragraph (3)A), by striking the extra space after
“ventilators”;

(v) in aph (4), by inserting after “individual pa-
tient” the following: “, and for that reason cannot be
%l:?suﬁld \Eith similar items for purposes of payment under

1tle, ;

(vi) in paragraph (4), by inserting “(A)” after “in a lump-
suﬂr{’amount’ and by inserting “(B)” after “for that item,
and ;

(vi1) in paragraph (4), by striking “maintenance and serv-
ice” each place it appears and inserting “maintenance and
servicing”, in paragraph (7TXAXiii), by striking ‘“‘service and
maintenance” and inserting “maintenance and servicing”,
and in paragraphs (T)AXii) and (11XA), by striking “servic-
ing” and inserting “maintenance and servicing”;

(viii) in paragraph (TXAXiiiXI), ny iking ‘“‘fee estab-
lished by the carrier” and inserting “fee or fees established
by the tary "’;

(ix) in aph (9XA)iiXI), by striking “12-month
period” and inserting “6-month period”;

(x) in paragraph (9XAXii)II), by striking “and to 1991”
and inserting “, 1991, and 1992";

(xi) in paragraphs (9)BXi) and (10)BXi), by striking the
i in paragraph (OXCXD, by striking “sub h

xii) in paragrap i), by striking ‘“‘subparagrap
(A)ii)D)” and inserting “subparagraph (AXil)";

(xiii) in paragragh (10XB), by inserting before the period
the following: “and payments under this subsection as such
provisions apply to physicians’ services and physicians and
a reasonable charge under section 1842(b)”;

(xiv) in the last sentence of paragraph (11XA), by striking
‘l‘gdg)l('z},s,ubsection (X2)" and inserting ‘“under section

(xv) in paragraph (12), by striking “(as defined in section
1886(d)2XD))”’; and

(xvi) h (14).
) B e B e . nded—

(i) by inserting “and payment of a reasonable copying fee
whic;ti,;’he %ecretary may establish” after “upon written
uest”, an
(ii) by msemnfg before the period at the end the following:
“, but only in a form which dg:a not permit identification of
individual suppliers”.

(D) The last sentence of section 1866(a)(2XA) of the Social
Security Act, as added by section 4062(dX4) of OBRA, is
amended by striking ‘“‘section 1834(a)2)” and inserting “‘section
1834(a)X1XB)".

(E) The matter added by section 4062(d)X3XAXii) of OBRA is
amended by striking “and” before “(I)"”.
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(2) SecrioNn 4063.—(A) Section 1842(bX11XCXii) of the Social
Secunendteyd Act, as amended by section 4063(a)1XA) of OBRA, is
a.m —

(i) by st lan mserted and
i) by n]ung u:np il t?’wmnq

B) Sub'ga :i%i of sectxon 18421 )DXii) of e Social
Security Act, as inserted by section a)2XA) of OBRA, is
red: ted as subclause and is amended by striking “is”,

©) n 4063(a)2XB) of OBRA is amended by i
fk)’:fd((lgu,“d by redemg‘natmg clauses (iii) and (iv) as clauses
il respectivel

(D)Sachon1833(xX‘5(A)(m)oftheSoctalSecuntyAct,as

inserted by section 4063(bX3) of OBRA, is amended—
an(:l) by striking “implantation” and inserting “insertion”,

(ii) by inserting “or subsequent to” after “d
{E)SactgnMOfOBRAmamendedbyaddmgat ‘end the
following new subsection:
“(e) PREVENTION OF ADDITIONAL BILLINGS FOR I0Ls.—
“(1) Section 1833(i)) of the Social Security Act (42 U.S.C.
13951(1)) is amended by adding at the end the following new

“ 46) Any person, other than a facility having an ent under
section 1832(a)2)FXi), who knowingly and mﬂftﬁmﬂ:esents. or
causes to be presented, a bill or request for payment, oranmtra—
ocular lens inserted during or subsequent to cataract surgg;yb
which payment may be made under paragraph (2)(AXiii), is subject
to a civil money penalty of not to exceed $2,000. The provisions of
section 1128A (other than subsections (a) and (b)) tll)lply to a
civil money penalty under the previous sentence in the same
manner as such provisions apply to a penalty or proceeding under
section 1128A(a).’.

“(2) Section 1832a)2XF)i) of such Act (42 USC.
1395k(a)X2)F)X1)) is amended by inserting (including intraocular
lens in cases described m section 1B33(X2XAXiil)) after ‘serv-
ices’ each place it appears.”.

3) Sncmm 4064.—(A) Section 4064(a) of OBRA is amended by

all that follows the first dash and mserungetgﬁ_lfol!ow-
“Parag‘raglh (2) of section 1833(h) of the Social ity Act
(42 U.S C. 13951(h)) is amended—
1) by inserting ‘(AXi)’ after ‘(2)’;
“{2) in the second sentence— )
_“(A) by redesxgnal ting clauses (A) and (B) as clauses (i) and
vely, an

“(B) y designating such sentence as subparagraph (B);

“(3) by adding at the end of mxbpamgraph (AXi), as designated
under paragraph (1), the following new clause:
“(ii) Notwithstanding any other provision of this subsection—
“4I) any change in the fee schedules which would have
become effective under this subsection for tests furnished on or
after January 1, 1988, shall not be effective for tests furnished
during the 3-month penod beginning on January 1, 1988, and
““(ID) the Secretary shall not adjust the fee schedules under
clause (i) to take into account any increase in the consumer

price lndex for 1988..”
(B) Section 4064(b)(1) of OBRA is amended—

42 USC 1395u.

42 USC 13951

42 USC 13951

Contracts.
Claims.

Law
enforcement and
crime.

42 USC 13951
note.
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(i) by striking “1833(hX2) of the Social Security Act (42
U.S.C. 13951(hX2))” and inserting “1833(h}2)A) of the Social
Security Act (42 U.S.C. 1395l(hX2)A)), as amended by
subsection (a),”;

(i) by striking “the following: ‘In establishing fee sched-
ules under the first sentence of this paragraph with respect
to"” and inserting “the following new clause:

“(iil) In establishing fee schedules under clause (i) with respect

to”; and

42 USC 13951

42 USC 13951

Effective date.
42 USC 1395¢
note,

42 USC 1395w-2.

Law
enforcement and
crime.,

Law
enforcement and
crime.

(iii) by moving the indentation of all the matter added
following “with res to” 2 ems to the left.

(C) The clause added by section 4064(b)(1) of OBRA, as amend-
ed by subparagraph (A), is amended by inserting before the
period at the end the following: “, and such reduced fee sched-
ules shall serve as the base for 1989 and subsequent years”.

(D) Section 1833(h)4)(BXii) of the Social Security Act, as
amended by section 4064(b)2)XB) of OBRA, is amended by insert-
ing “after” before “March”.

(E) Section 4064(c) of OBRA is amended by striking all that
follows the dash and inserti the following: “Section
1833(h)X1)XD) of such Act is amended by inserting , in a sole
community hoapital (as defined in the last sentence of section
1886(d)(5)CXii)), after ‘a hospital laboratory’.”.

(F) Section 4064(c) of OB is amended by inserting “(1)"”
after the dash and by adding at the end the following new
paragraph:

“(2) The amendment made by paragraph (1) shall apply with
res
1988.".

to diagnostic laboratory tests furnished on or after April 1,

(G) Section 1846 of the Social Security Act, as added by
section 4064(d)(1) of OBRA, is amended—

(i) in subsection (a)—

(I) by striking “certified” and ‘certification” and
inserting “approved” and “approval”, respectively,

(II) by inserting “‘or for coverage” after “conditions of
participation”, and

(IIT) by striking “cancelling immediately the certifi-
cation of the provider or clinical laboratory” and
inserting “terminating immediately the provider agree-
ment or cancelling immediately approval of the clinical
laboratory”’;

(ii) in subsections (b)1XA) and (bX2)AXiv), by striking
ucertiﬁedn;

(iii) in subsection (bX2)AXii), by striking “civil fines and
penalties” and inserting “civil money penalties in an
amount not to exceed $10,000 for each day of substantial
noncompliance”;

(iv) in subsection (b)2)A), by adding at the end the
following new sentence:

“The provisions of section 1128A (other than subsections (a) and (b))
shall apply to a civil money penalty under clause (ii) in the same
manner as such provisions apply to a penalty or proceeding under

section 1128A(a).”;

(v) in subsection (bX2)(A)iii), by striking “certification”;
(vi) in subsection (b)2)XA)iv), b’v striking “provided on or

&a.:her the daﬁe in"” and inserting “furnished on or after the
te on”’; an
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(vii) in suhsectmn (bX3), by striking “fines” and inserting
‘“penalties” each place it appears.

(H) The matter inserted in section 1861(s) of the Social Secu-
rity Act by section 4064(eX1) of OBRA is amended by inserting a 42 USC 1395x.
comma after “year”.

(4) SECTION 4066. —(A) The heading of section 4066 of OBRA is
amended by maertmg “AND OTHER DIAGNOSTIC TESTS”
after “RADIOLOGY”.

(B) The item relating to section 4066 in the table of contents of
title IV of OBRA is amended to read as follows:

“Sec. 4066. Paymhtohou'pih] outpatient departments for radiology and other di-
agnostic tests.”.

(C) Section 1833(n) of the Social Security Act, as added by
section 4066(&)(2) of OBRA, is amended— 42 USC 13951,
(i) in pa.mgraph (1XA), by striking “beginning on or after
October 1, 1988, under this part for services described in
subsection (aX2XE)” and inserting “for services described in
subsection (aX2XEXi) furnished under this part on or after
October 1, 1988, and for services described in subsection
({:})%}(E}(h}furmahedunderthmpartonoraﬁer&tober 4
(n] in paragra (1YBXiXID), by inserting “or (for services
ion (a)2XEXi) furnished on or after
January 1, 1989) the fee schedule amount established” after
“the prevmlmg charge”; and
(iii) by amending subclauses (I) and (II) of paragraph
(1)XBXii) to read as follows:
“(I) The term ‘cost proportion’ means 50 percent, except that
such term means 65 percent in the case of outpatient radiology
moeaforportionaofcoutre ing periods which occur in
1989 and in the case of diagnostic procedures de-
Bl:nbeli subsection (a)}2XEXii) 99(Fori;lmm of cost reporting
iods which occur in fiscal year 1
“Il) The term charge proportion’ means 100 percent minus
the cost proportion.”.
(5) SECTION 4067.—Section 1833(f) of the Social Security Act,
asmsertedhysectlonM(a)ofOBRA, mamendadbyatnkmg
med.wﬁte wo)t(ng)l;nc l(referredtumtha fourth sen;eneeof
section 1842(bX3)) applicable to physicians’ services” and insert-
ing “MEI (as deﬁnsl? in section 1842(iX3)) applicable to primary
care services (as defined in section 1842('1)(4)51)
(6) SecrioNn 4068.—The last sentence of section 1135(dX3) of
the Social Security Act, as added by section 4068(b)X1) of OBRA, 42 USC 1320b-5.
is amended by striking “speciality” and inserting “specialty’’.
(h) CorrecCTIONS RELATING TO SUBPART B OF PART 3 OF SUBTITLE A
oF Trrie IV (PagrT B ELiGiBiLiTY AND BENEFITS CHANGES).—
(1) SecrioN 4070.—(A) The last sentence of section 1833(c) of Prescription
the Social Security Act, as added by section 4070(a)2) of OBRA, drugs.
amemiad by stnkmg “prescribing or monitoring prescription
drugs and inserting “monitoring or changing prescrip-

(B)Secumlsﬁl(ﬁ]oftheSomalSecuntyAct,asaddedby
section 4070(bX2) of OBRA, is amended—
. (D by inserting before such subsection the following head-
ing:
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“Partial Hospitalization Services”, and

(i) in aph (3), ;xgr strikinge"hoapital-based or hos-
Pltal-aﬁilia (as defined by the cret-aly)” and inserting
‘furnished by a hospital to its outpatients”.

(2) SECTION 4071.—Section 1861(s)(10XA) of the Social Security
Act, as amended by section 4071(a) of OBRA, is amended by
inserting “, subject to section 4071(b) of the Omnibus Budget
Reconciliation Act of 1987,” before “influenza vaccine”.

(3) SEcTION 4072.—(A) Section 1861(s)(12) of the Social Security
Act, as amended by section 4072(a) of OBRA, is amended by
inserting ‘“subject to section 4072(e) of the Omnibus Budget
Reconciliation Act of 1987,"” after “(12)"”.

(B) Section 4072(b) of OBRA is amended—

(i) by striking “by inserting after subsection (e)” and
ins;rting “by adding at the end, as previously amended,”,
an

(ii) by redesignating the subsection added by such section
as subsection (o).
(4) SecT1iON 4073.—Section 4073 of OBRA is amended—
(A) by striking paragraph (1) of subsection (b);
(B) in paragraph (2) of subsection (b)—

(i) b redesignating such paragraph as paragraph (1);
'A()ii) y inserting “and” at the end of subparagraph
Ak

(1ii) by striking subparagraph (B);
(iv) in the matter added by subparagraph (C)—

(I) by striking “and (I)”” and inserting “(K)"”,

(II) by inserting “80 percent of the lesser of the
actual charge for the services or” after “amounts
paid shall be”,

(ITI) by striking “but in no event more than” and
inserting “but in no event shall such fee schedule
exceed”, and

(IV) by striking the semicolon and inserting a
comma; and

(v)hb )redesignating subparagraph (C) as subpara-
grap 3
(C) in paragraph (3) of subsection (b)—
(51)] by”inserting “, as previously amended,” after “at

the end”,
(ii) by redesignating such paragraph as paragraph (2),
(iii) by ignating the subsection added by such

paragraph as subsection (p), and

(iv) by adding at the end of the subsection added by
such paragraph the following: “Except for deductible
and coinsurance amounts applicable under section
1833, whoever knowingly and willfully presents, or
causes to be nted, to an individual enrolled under
this part a bill or request for payment for services
described in the tprevil:n:m sentence, is subject to a civil
money penalty of not to exceed $2,000 for each such bill
or request. The provisions of section 1128A (other than
subsections (a) and (b)) shall apply to a civil money
penalty under the previous sentence in the same
manner as such provisions a ply to a penalty or
proceeding under section 1128A(a).”;
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(D) in the subsection added by subsection (c)}— 42 USC 1395x.
() by redesignating such subsection as subsection
i h (1), by striking “his” and
il) in paragrap. , by striking “his” and insertin
“the nurse-midwife’s” and by striking ”pl'qnzcicia.l:l'sE
and inserting “physicians’ "; and
(E) in the matter inserted by subsecnon (dX1), by striking 42 USC 1396d.
“section 1861(ff)” and inserting “section 1861(gg)”’.
(5) SEcTION 4074.—Section 4074 of OBRA is amended— 42 USC 1895x.
(A) in the matter inserted by subsection (a)1), by striking
“(ff)” and inserting “(hh)”, and
(B) by redesignating the subsection added by subsection
(b) as subsection (hh).
(6) SEcTiON 4076.—Subsection (a) of section 4076 of OBRA is 42 USC 1395x.
amended to read as follows:
“(a) Services CovereEn.—Section 1861(s)}2XK) of the Social Secu- Rural areas.
nty Act (42 US.C. 13951(3)(2)(1()) is amended by inserting ‘(I)’ before
‘in a hospltal' and by striking ‘or as an assistant at suﬁery’ and
inserting ‘, (II) as an assistant at surgery, or (I) in a rural area (as
defined in section 1886(dX2)D)) that is designated, under section
332(a)X1)A) of the Public Health Service Act, as a health manpower
shortage area,’.”.
(7) Section 4077.—Section 4077(b) of OBRA is amended—
(A) in paragraph (1), X umert.mg “by section 4073(a) of 42 USC 1895x.
this title” after “as amended

(B) by striking paragraph (2); 42 USC 1395k
(C) in paragraph (3)— 42 USC 13951
(i) by striking “1395k(aX1))’ and inserting
“13951(a)1)),
(ii) by striking sub phs (A) and (B),
. (iii) in subparagraph (E; by striking “(I)" and insert-

“(K)” and by redesignating such subparagraph as
su( )i abp;l';iA) h{D) bystnkmg b i
iv) in su agrap subparagraph:
and inserting ‘“‘clause:” and by redesignating such

subparagraph as subparagraph (B), and
W) in tlt.:d matter added by subparagraph (B), as so

red
(I by striking “(J)”’ and inserting “(L)’, and
(ID by inserting “80 percent of the lesser of the
actual chabrge for the services or”’ after “amounts

paid
(D) in par ﬁmph @), by striking “section 4073(bX3)” and 42 USC 1395,
inserting “4
(E) in paragraph {5) by redesignating the auhsectmn (gg) 42 USC 1395x.
added by such paragraph as subsection (ii); an
(F) by redesignating paragraphs 3 through (6) as para- 42 USC 13951,
graphs (2) through (5), resrectl 1395x, 1395k
(8) SecTioN 4079.—Section 4079(cX1) of OBRA is amended by 2B5C 1395mm
striking “subsection (d)” and inserting “subsection (e)”. note,
(i) PROVISIONS RELATING T0 SUBPART D OF PART 3 OF SUBTITLE A OF
TrrLe IV (OTHER PART B PROVISIONS).—
(1) SECTION 4081. -—-(A) Section 1842(h)3)B) of the Social Secu-
rity Act, as added b, X section 4081(a) of OBRA, is amended— 42 USC 1395u.
(i) in the sentence—
@ by striking “claims” and inserting “payment”, and
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(II) by striking “including such information as the
Secretary determines is generally provided” and insert-
ing “shall include an explanation of benefits and any
ditional information tﬂat the Secretary may deter-
mine to be appropriate in order”;
(ii) in the third sentence, by striking “arrangements” and
inserting “agreements’’; and
(1ii) in the fourth sentence—
(I) by inserting “by a carrier” after “under this
subparagraph”, and
(I) by inserting before the period at the end the
following: “, and such user fees shall be collected and
retained by the carrier”.
42 USC 1395ss. (B) Section 4081(bX2) of OBRA is amended by redesignating
subparagraphs (A) through (C) as subparagraphs (B) through
(D), respectively, and by inserting before subparagraph (B), as so
redesiqnated, efollowing;
"(A) in the matter before paragraph (1), by inserting ‘(or,
with respect to paragraph (3), the issuer of the policy)’ after
‘he finds that such policy’,”.
(C) Section 1882(cX3) of the Social Security Act, as inserted by
42 USC 1395ss. section 4081(b)X2)C) of OBRA, is amended—
(i) in subparagraph (A), by striking “claims form” each
place it ?Pears and inserting “claim form” in the first 2
places and “notice” in the third place,
(ii) in subpar ph (BXi), by inserting ‘“under the policy”
r “payment determination”, and
(iii) in subparagraph (BXii), by striking “appropriate pay-
ment” and maerting “pafrment covered by such policy”.
42 USC 1395ss (D) Section 4081(cX2XBXi) of OBRA is amended by striking
note. “medical” and inserting “‘medicare”.
(E) Section 4081(cX2)BXii) of OBRA is amended l!:f inaertinﬁ
“or which has not enacted such legislation before July 1, 1988,
after “in which such legislation may be considered”.
42 USC 1395u. (2) SECTION 4082. ion 4082(c) of OBRA is amended—
(A) by striking “1842(b)X5) of such Act (42 U.S.C.
1395u(bX5)”’ and inserting “1842(b)X2) of such Act (42 U.S.C.
13(91?.5;1 i (1), by striking “(5)” and @)
in paragraph (1), by striking “(5)"” and inserting ‘“‘(2)".

(3) SecTioN 4084.—Section 4084 of OBRA is amended by

adding at the end the following new subsection:
“(c) AppiITIONAL TECHNICAL CORRECTIONS.—

“(1) Section 1861(bb)2) of the Social Security Act (42 U.S.C.
1395x(bb)2)) is amended by adding at the end the following:
‘Such term also includes, as prescribed by the Secretary, an
anesthesiologist assistant.’.

“(2) Section 1833(aX1XH) of such Act (42 U.S.C. 13951(aX1XH))
is amended b stnh:lg ‘lesser of the actual charge’ and insert-
ing ‘least of the actual charge, the prevailing charge that would
bplrecpgnizediftheserviceshadbeenperformedbyananesthe-
sio %

Effective date. “(3) The amendments made by this subsection shall apply to
42 USC 13951 services furnished after December 31, 1988.”.
gtffsc | (4) SectioN 4085.—(A) Section 1845(f) of the Social Security
B Peraranh (13 by siriking “Ohtotar o andiowect
in paragra) , by r and inse
ing “December 31st”, and
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(ii) in paragraph (2), by striking “July 1st of the following
year” and 'mserti:fﬂ“the later of (A) July 1st of the follow-
inpgdgear. or (B) 45 days after the date of a reasonable charge
update”.
(B) Subpar: ph (D) of section 1833(hX5) of the Social Secu-
rity Act, as added by section 4085(bX1) of OBRA, is amended— 42 USC 1395..
(i) by striking “If a person” and all that follows through
“under sub h (C)” and inserting the following: “A
person may not bill for a clinical diagnostic laboratory test
performed by a laboratory, other than a rural health clinic,
other than on an assignment-related basis. If a person
knowingly and willfully and on a repeated basis bills for a
clinical diagnostic laboratory test in violation of the pre-
vious sentence”, and
(i1) by striking “section 1842(jX2)” and inserting “para-
graphs (2) and (3) of section 1842(j) in the same manner such
paragraphs apply with respect to a physician”.
(C) Section 4085(1) of OBRA is amended—
(i) in the matter inserted by ﬂarag‘raph (1XA), by inserting 42 USC 13951,
a comma after “assignment-related basis”;
(ii) in paragraph (1), by striking sub aph (B);
“4(01%2(11:;, Paragraph (11), by striking “9367(a)” and inserting 42 USC 1395x.
al;
(iv) in paragraph (21XDXi), by inserting “by” after “(i)"; 42 USC 1395L
(v) in paragraph (21XDXii), by striking “and by” and all 42 USC 13951
that follows up to the semicolon; and nobe:
(vi) lgreg.hddmg at the end the following:
“(22)A) ion 1832(a)2)FXii) of the Social Security Act (42
U.S.C. 1395k(a)2)FXii)) is amended by striking ‘an assignment
described in section 1842(b)X3XB)ii)' and inserting ‘payment on
an assi ent-related basis’.
“(leed _iogaégti?}fh)(i) of such h?ctt\ )(42 (Iij(%)cb lm»' is
amended, in of subparagrap an " on
the basis of an assignment’ and all that follows through
‘1870(f)(1),’ and inserting ‘on an assignment-related basis’.
*(C) Section 1842(bX7XBXiii) of such Act (42 US.C,
1395u(b)7)BXii)) is amended by striking ‘the basis of and all
that follows through ‘1870(fX1)’ and inserting ‘an assignment-
related basis’.
“(23) Section 1833(1X5XBXii) of such Act (42 US.C.
1395k()5)XBXii)) is amended— 42 USC 1395L
“(A) in the first sentence by striking ‘monetary’ and
inserting ‘money’, and
‘“(B) by amending the second sentence to read as follows:
‘The provisions of section 1128A (other than subsections (a)
and (}I::';)) shall apply to a civil money penalty under the
pre\i'imt:: senter;lc:y in the same mam::iar as suc {ggi:%o?_s
a a pen or proceeding under section a)..
“(Zﬁpﬁe fourth sentence of section 1842(b)3) of such Act (42
U.S.C. 1395u(b)3)) is amended by striking ‘physician services’
and ‘physicians services’ and inserting ‘physicians’ services' in

places.
“(25) Section 1842(b)12XC) of such Act (42 USC.
1395u(bX12)C)) is amended—
“(A) in the first sentence by striking ‘monetary’ and
inserting ‘money’, and
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“(B) by amending the second sentence to read as follows:
‘The provisions of section 1128A (other than subsections (a)
and (b)) shall apply to a civil money penalty under the
pre\nous sentence in the same manner as such provisions

pply to a penalty or proceeding under section 1128A(a).".

“(26] Sectmn 1842()X2) of such Act (42 U.S.C. 1395u(jX2)B)) is
amended—

“(A) by striking ‘title’ each place it appears and inserting
‘Act’, and

“(B) in subparagraph (B)—

“(1) by striking ‘the imposition of’,
“(ii) by inserting ‘and assessments’ after ‘such pen-
alties’, and
“(m) by amending the second sentence to read as
follows: ‘The provisions of section 1128A (other than
the first 2 sentences of subsection (a) and other than
subsection (b)) shall apply to a civil money penalty and
assessment under subparagraph (B) in the same
manner as such provisions apply to a penalty, assess-
ment, or proceeding under section 1128A(a), except to
the extent such provisions are inconsistent with
subparagraph (A) or paragraph (3).".

“(27) Section 1842(X1XCXi) of such Act (42 U.S.C.
1395u(IX1XCXi)) is amended by inserting ‘the physician estab-
lishes that’ after ‘(i)'

“(28) Section 1866(g) of such Act (42 U.S.C. 1395cc(g)) is
amended—

“(A) in the first sentence by striking ‘monetary’ and
inserting ‘money’, and

“(B) by amending the second sentence to read as follows:
‘The provisions of section 1128A (other than subsections (a)
and (b)) shall apply to a civil money penalty under the
pre\rlous sentence in the same manner as such provisions
apply to a penalty or proceeding under section 1128A(a).”.”

D)1) échon 1862(e) of the Social Security Act (42 USC.
1395y(e)) is amended—

(D) by striking “or section 1128A" and inserting “, 1128A,
1156, 18420)(2), or 1867(d)”,

a by redesignating paragraphs (1) and (2) as subpara-
graphs (A) and (B), and

by inserting “(1)” after “(e)”.
(ii) Section 1890 of the Social Security Act, as added by section
10 of Public Law 100-93, is amended—
(I) by striking its headmg'
an by striking “Sec. 1890” and inserting “(2)"’;
bg inserting ‘1842(jX2),” before “1862(d),”.

av) striking “or 1866” and inserting ‘“1866, or
1867(d)"”; and

(V) by transferring and adding such provision at the end

of section 1862(e) of such Act.

(§) CorrectioNs TO PART 4 oF SuBTITLE A OF TrTLE IV (RELATING TO

PeER REVIEW ORGANIZATIONS).—

42 USC 1320c-2
note.

(1) SEcTION 4091.—Section 4091(aX1XB) of OBRA is amended
bm?'g.a’tnkmg “renewals occurring” and inserting “contracts expir-
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(2) SectioN 4093.—Section 1154(a)3) of the Social Security
Act, as amended by section 4093(a) of OBRA, is amended by 42 USC 1320c-3.
amending the last sentence to read as follows:

“(C) The discussion and review conducted under subpara- Health care
graph (BXii) shall not affect the rights of a practitioner or professionals.
provider to a formal reconsideration of a determination under
this part (as provided under section 1155).”.

(3) SEcTION 4094.—(A) Section 4094(a) of OBRA is amended hy 42 USC 1320c-3.
striking “subparagraph (B)” and inserting “subparagraph (A)”.

(B) Section 1154(a)(15) of the Social Security Act, as added by
section 4094(b) of OBRA, is amended by striking “at at” and
inserting “in at”.

(4) SecTioN 4096.—(A) Section 4096(a)1XA) of OBRA is 42 USC 1395u.
amended by striking “(b)X3)ii)” and inserting “(bX3)BXii)”.

(B) Section 1870(f) of the Social Security Act, as amended by
section 4096(a)2) of OBRA, is amended by striking “specified in 42 USC 1395gg.
gu'lgclauaes (I) and (IT) of " and inserting “of assignment specified
in .

(C) Sections 1154(e)X3)YA)i) and 1154(e)(3)(B) (42 U.S.C. 1320c-
3(eX3XAXD), 1320c-3(e)2)B)), as amended b y section 4096(c) of
gfiRA are each amended by striking “or (2)" before “paragraph

(5) SectioN 4097.—Section 4097(b) of OBRA is amended by 42 USC 1395ce.
striking  “1866(a)4XC)ii)) of such Act (42 USC.
1395¢cc(a)(4)(CXii))”’ and inserting ““1866(aX3XCXii) of such Act (42
U.S.C. 1395cc(a)3)CXii))”.

(k) Corrections T0 SusTITLE B oF TrTLE IV (RELATING TO MEDIC-
AID) .—

(1) TaBLE oF coNTENTS.—The table of contents of title IV of
OBRA is amended by striking the item relating to section 4105
and by redesignating the items relating to sections 4106 and
4107 as relating to sections 4105 and 4106, respectively.

(2) SecTioN 4101.—Section 1916(cX1) of the Social Security
Act, as inserted by section 4101(dX1)XC) of OBRA, is amended by 42 USC 13960.
striking “nonfarm”.

(3) SEcTION 4102.—(A) Section 1915(d)5)B) of the Social Secu-
rity Act, as amended by section 4102(aX1XB) of OBRA, is 42 USC 139%n.
amended—

(é} in clause (iiiXIII), by striking “75” and inserting “65",
an

(ii) by inserting before “Effective on” the following: “The
Secreta.r? shall develop (by not later than October 1, 1989) a
method for projecting, on a State-specific basis, the percent-
age increase in the number of residents in each State who
are over 75 years of age for any period.”.

(B) Section 1915(dX5XCXi) of the Social Security Act, as
amended by section 4102(a)1)B) of OBRA, is amended—

(i) by striking “(4XB),” and inserting “(4), and”, and
(ii) by stnkmg “ and services furnished” and all that
follows through “‘subsection (c)”.

(4) Secrion 4103.—Section 1905(a)5XB) of the Social Security
Act, as inserted by section 4103(a) of OBRA, is amended by 42 USC 1396d.
striking “subparagraph’ and inserting “clause”.

(5) SEcTiON 4104.—(A) Paragraph (1) of section 4104(1) of
OBRA is amended to read as follows: 42 USC 1396a.
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State and local
governments.

Children and
youth.
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“(1) by stri ‘, or’ at the end of subclause (IX) and inserting

?je;:,meolon by inserting ‘or’ at the end of subclause (X);
an

(B) Section 1902(a)}10XA)ii)XI) of the Social Security Act, as
added b{ section 4104(2) of OBRA, is amended

by striking “are more restrictive” and inserting “may
be more restrictive”, and
(ii) by striking the period at the end and inserting a
semicolon.

(6) SEcTION 4112.—(A) Section 4112 of OBRA is amended—

(i) in subsectlon (a)2XA)—
(I) by striking “such date” and inserting “April 1,
1989”, and
(I 'by inserting “, effective for inpatient hospital
services provided on or after July 1, 1989” before the

period;
(ii) in subsection (a)(2)B)—
(I) by striking “such date” and inserting “April 1,
1990”, and '
(II) by inserting “, effect