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the profitability of canola and rapeseed prod-
ucts in the United States, and for other pur-
poses; to the Committee on Agriculture, Nu-
trition, and Forestry.

By Mr. MCCONNELL:

S. 1092. A bill to impose sanctions against
Burma, and countries assisting Burma, un-
less Burma observes basic human rights and
permits political freedoms; to the Com-
mittee on Foreign Relations.

By Mr. REID (for himself and Mr.
BRYAN):

S. 1093. A bill to prohibit the application of
the Religious Freedom Restoration Act of
1993, or any amendment made by such Act,
to an individual who is incarcerated in a
Federal, State, or local correctional, deten-
tion, or penal facility, and for other pur-
poses; to the Committee on the Judiciary.

—————

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. MCCAIN (for himself, Mr.
LEVIN, Mr. COHEN, Mr. WELLSTONE,
Mr. FEINGOLD, Mr. LAUTENBERG, Mr.
KyL, Mr. MCCONNELL, Mr. GRAMS, Mr.
ABRAHAM, Mr. WARNER, Mr. HARKIN,
Mr. BINGAMAN, and Mr. BAUCUS):

S. Res. 158. A resolution to provide for Sen-
ate gift reform; considered and agreed to.

By Mr. PELL:

S. Con. Res. 22. A concurrent resolution ex-
pressing the sense of the Congress that the
United States should participate in Expo ’98
in Lisbon, Portugal; to the Committee on
Foreign Relations.

————

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. DOLE (for himself, Mr.
PRYOR, Mr. ROTH, Mr. BAUCUS,
Mr. PRESSLER, Mr. BREAUX, Mr.
BoOND, Mr. SIMPSON, Mr. GRASS-
LEY, Mr. HATCH, Mr. D’AMATO,
Mr. MURKOWSKI, Mr. NICKLES,
Mr. HELMS, Mr. WARNER, Mr.
GREGG, Mr. BENNETT, Mr.
LUGAR, Ms. SNOWE, Mr. ABRA-
HAM, Mr. BURNS, Mr. LOTT, Mr.
ASHCROFT, Mr. COATS, Mr.
INHOFE, Mrs. HUTCHISON, Mr.
STEVENS, Mrs. KASSEBAUM, Mr.
KERREY, Mr. COHEN, Mr. CAMP-
BELL, and Mr. COVERDELL):

S. 1086. A bill to amend the Internal
Revenue Code of 1986 to allow a family-
owned business exclusion from the
gross estate subject to estate tax, and
for other purposes; to the Committee
on Finance.

THE AMERICAN FAMILY-OWNED BUSINESS ACT

Mr. DOLE. Mr. President, I rise
today to introduce the American Fam-
ily-Owned Business Act—a bill that
will preserve the American family and
save jobs across the country.

I am proud that this bill was devel-
oped on a bipartisan basis, led on the
Democratic side by my colleague from
Arkansas, Senator PRYOR. We are
joined by Senators ROTH, BAUCUS,
PRESSLER, BREAUX, SIMPSON, BOND,
D’AMATO, GRASSLEY, NICKLES, HELMS,
WARNER, GREGG, BENNETT, LUGAR,
SNOWE, ABRAHAM, BURNS, LoTT,
ASHCROFT, COATS, INHOFE, HUTCHISON,
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STEVENS, MURKOWSKI,
KERREY, COHEN, and HATCH.

The current Federal estate tax is just
too burdensome on the American fam-
ily. Time and time again, farmers and
other business owners across the coun-
try have told me that estate tax rates
are just too high. They rise quickly
from 18 to 55 percent, effectively mak-
ing the Government a 50-50 partner in
a family business.

Even the most sophisticated estate
tax planning and the purchase of life
insurance cannot sufficiently mitigate
the effects of these high rates, leaving
families no recourse but to sell their
businesses to pay the estate tax. This
bill will stop these forced sales from
happening again.

I agree with many who say that es-
tate tax rates should be reduced across
the board, or repealed entirely. And I
hope that we do that some day. But
today we take an important first step
with the American Family-Owned
Business Act.

This bill cuts estate tax rates in half
and also creates a new exclusion that
completely eliminates the estate tax
for small businesses.

Under the new exclusion, family-
owned businesses can exempt up to $1.5
million of family business assets from
their estate. If a family business is val-
ued at more than $1.5 million, the ex-
cess is taxed at one-half of the current
rates—thus providing a maximum tax
rate of 27.5 percent.

My colleagues and I introduce this
bill to protect and preserve family en-
terprises. We know too well the adverse
impact of an estate tax-forced sale. The
family loses its livelihood, the family
business employees lose their jobs, and
the community suffers.

We must do all that we can to help
family-owned businesses not only sur-
vive, but also prosper. They are the job
creators in this country. In the 1980’s
alone, family businesses accounted for
an increase of more than 20 million pri-
vate-sector jobs.

By relieving families from the burden
of the estate tax and letting them keep
their business, they can continue to
prosper. And when families continue to
operate their businesses, we all ben-
efit—the business employees keep their
jobs, the Government receives income
taxes on business profits, and the fami-
lies retain their livelihood.

The estate tax is not a Democratic or
a Republican problem, or one that af-
fects only rural or urban families.
There are farmers, ranchers, or other
family businesses in each State that
would benefit from this Ilegislation.
That is why this bill is supported by
dozens of groups, each listed at the
conclusion of this statement.

Many of my colleagues have intro-
duced bills to provide estate tax relief
in various situations. These bills in-
clude important ideas, many of which
are reflected in the American Family-
owned Business Act. As we begin the
process of providing estate tax relief,
we hope to work closely with the spon-
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sors of these other bills, and to work
toward common goals. We encourage
those Senators who have sponsored
their own bills to sign on to this one
and work toward a single package of
estate tax relief.

As we intend, the American Family-
Owned Business Act provides relief for
family businesses across the country—
from the tree farmer in the Northeast
or the rancher in the Southwest, to the
farmer in the Midwest or the corner
grocery store owner in the South.

The bill requires heirs to participate
in the family business. These participa-
tion rules are deliberately flexible and
recognize that different family busi-
nesses need differing levels of partici-
pation by heirs. For example, the bill
recognizes that owners of tree farms
may participate at a level lower than
that of owners of other businesses,
since tree farming often does not re-
quire continuous attention as do other
farming activities.

This bill provides the critical relief
needed for American families’ busi-
nesses. We urge all our colleagues to
support this effort.

Mr. President, I ask unanimous con-
sent that the text of the bill and other
material be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“The Amer-
ican Family-Owned Business Act”’.

SEC. 2. FAMILY-OWNED BUSINESS EXCLUSION.

(a) IN GENERAL.—Part III of subchapter A
of chapter 11 of the Internal Revenue Code of
1986 (relating to gross estate) is amended by
inserting after section 2033 the following new
section:

“SEC. 2033A. FAMILY-OWNED BUSINESS
SION.

‘‘(a) IN GENERAL.—In the case of an estate
of a decedent to which this section applies,
the value of the gross estate shall not in-
clude the lesser of—

‘(1) the adjusted value of the qualified
family-owned business interests of the dece-
dent otherwise includible in the estate, or

‘(2) the sum of—

““(A) $1,500,000, plus

‘“(B) 50 percent of the excess (if any) of the
adjusted value of such interests over
$1,500,000.

“(b) ESTATES TO WHICH SECTION APPLIES.—
This section shall apply to an estate if—

‘(1) the decedent was (at the date of the
decedent’s death) a citizen or resident of the
United States,

““(2) the excess of—

‘“(A) the sum of—

‘(i) the adjusted value of the qualified
family-owned business interests which—

“(I) are included in determining the value
of the gross estate (without regard to this
section), and

“(II) are acquired by a qualified heir from,
or passed to a qualified heir from, the dece-
dent (within the meaning of section
2032A(e)(9)), plus

‘(ii) the amount of the adjusted taxable
gifts of such interests from the decedent to
members of the decedent’s family taken into
account under subsection 2001(b)(1)(B), to the
extent such interests are continuously held
by such members between the date of the
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gift and the date of the decedent’s death,
over

‘(B) the amount included in the gross es-
tate under section 2035,

exceeds 50 percent of the adjusted gross es-
tate, and

‘(3) during the 8-year period ending on the
date of the decedent’s death there have been
periods aggregating 5 years or more during
which—

‘“(A) such interests were owned by the de-
cedent or a member of the decedent’s family,
and

‘““(B) there was material participation
(within the meaning of section 2032A(e)(6))
by the decedent or a member of the dece-
dent’s family in the operation of the business
to which such interests relate.

‘(c) ADJUSTED GROSS ESTATE.—For pur-
poses of this section, the term ‘adjusted
gross estate’ means the value of the gross es-
tate (determined without regard to this sec-
tion)—

‘(1) reduced by any amount deductible
under section 2053(a)(4), and

‘“(2) increased by the excess of—

““(A) the sum of—

‘(i) the amount taken into account under
subsection (b)(2)(B)), plus

‘‘(ii) the amount of other gifts from the de-
cedent to the decedent’s spouse (at the time
of the gift) within 10 years of the date of the
decedent’s death, plus

‘“(iii) the amount of other gifts (not in-
cluded under clause (i) or (ii)) from the dece-
dent within 3 years of such date, over

‘“(B) the amount included in the gross es-
tate under section 2035.

‘‘(d) ADJUSTED VALUE OF THE QUALIFIED
FAMILY-OWNED BUSINESS INTERESTS.—For pur-
poses of this section, the adjusted value of
any qualified family-owned business interest
is the value of such interest for purposes of
this chapter (determined without regard to
this section), reduced by the excess of—

‘(1) any amount deductible under section
2053(a)(4), over

‘(2) the sum of—

““(A) any indebtedness on any qualified res-
idence of the decedent the interest on which
is deductible under section 163(h)(3), plus

‘(B) any indebtedness to the extent the
taxpayer establishes that the proceeds of
such indebtedness were used for the payment
of educational and medical expenses of the
decedent, the decedent’s spouse, or the dece-
dent’s dependents (within the meaning of
section 152), plus

“(C) any indebtedness not described in sub-
paragraph (A) or (B), to the extent such in-
debtedness does not exceed $10,000.

“‘(e) QUALIFIED FAMILY-OWNED BUSINESS IN-
TEREST.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified family-owned busi-
ness interest’ means—

‘“(A) an interest as a proprietor in a trade
or business carried on as a proprietorship, or

‘“(B) an interest as a partner in a partner-
ship, or stock in a corporation, carrying on
a trade or business, if—

‘(i) at least—

““(I) 50 percent of such partnership or cor-
poration is owned (directly or indirectly) by
the decedent or members of the decedent’s
family,

“(IT) 70 percent of such partnership or cor-
poration is so owned by 2 families (including
the decedent’s family), or

¢(I1I1) 90 percent of such partnership or cor-
poration is so owned by 3 families (including
the decedent’s family), and

¢“(ii) at least 30 percent of such partnership
or corporation is so owned by each family de-
scribed in subclause (II) or (III) of clause (i).

‘(2) LIMITATION.—Such term shall not in-
clude—
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‘“(A) any interest in a trade or business the
principal place of business of which is not lo-
cated in the United States,

‘(B) any interest in—

‘(i) an entity which had, or

‘“(ii) an entity which is a member of a con-
trolled group (as defined in section 267(f)(1))
which had,

readily tradable stock or debt on an estab-
lished securities market or secondary mar-
ket (as defined by the Secretary) within 3
yvears of the date of the decedent’s death,

‘“(C) any interest in a trade or business not
described in section 542(c)(2), if more than 35
percent of the adjusted ordinary gross in-
come of such trade or business for the tax-
able year which includes the date of the de-
cedent’s death would qualify as personal
holding company income (as defined in sec-
tion 543(a)), and

‘(D) that portion of an interest in a trade
or business that is attributable to cash or
marketable securities, or both, in excess of
the reasonably expected day-to-day working
capital needs of such trade or business.

““(3) OWNERSHIP RULES.—

‘“(A) INDIRECT OWNERSHIP.—For purposes of
determining indirect ownership under para-
graph (1), rules similar to the rules of para-
graphs (2) and (3) of section 447(e) shall
apply.

‘(B) TIERED ENTITIES.—For purposes of this
section, if—

‘(i) a qualified family-owned business
holds an interest in another trade or busi-
ness, and

‘“(ii) such interest would be a qualified
family-owned business interest if held di-
rectly by the family (or families) holding in-
terests in the qualified family-owned busi-
ness meeting the requirements of paragraph
O(®B),
then the value of the qualified family-owned
business shall include the portion attrib-
utable to the interest in the other trade or
business.

“(f) TAX TREATMENT OF FAILURE TO MATE-
RIALLY PARTICIPATE IN BUSINESS OR DISPOSI-
TIONS OF INTERESTS.—

‘(1) IN GENERAL.—There is imposed an ad-
ditional estate tax if, within 10 years after
the date of the decedent’s death and before
the date of the qualified heir’s death—

““(A) the qualified heir ceases to use for the
qualified use (within the meaning of section
2032A(c)(6)(B)) the qualified family-owned
business interest which was acquired (or
passed) from the decedent, or

‘“(B) the qualified heir disposes of any por-
tion of a qualified family-owned business in-
terest (other than by a disposition to a mem-
ber of the qualified heir’s family or through
a qualified conservation contribution under
section 170(h)).

‘“(2) ADDITIONAL ESTATE TAX.—The amount
of the additional estate tax imposed by para-
graph (1) shall be equal to—

‘“(A) the adjusted tax difference attrib-
utable to the qualified family-owned busi-
ness interest (as determined under rules
similar to the rules of section 2032A(c)(2)(B)),
plus

‘(B) interest on the amount determined
under subparagraph (A) at the annual rate of
4 percent for the period beginning on the
date the estate tax liability was due under
this chapter and ending on the date such ad-
ditional estate tax is due.

‘“(g) OTHER DEFINITIONS AND APPLICABLE
RULES.—For purposes of this section—

‘(1) QUALIFIED HEIR.—The term ‘qualified
heir'—

‘“(A) has the meaning given to such term
by section 2032A(e)(1), and

‘(B) includes any active employee of the
trade or business to which the qualified fam-
ily-owned business interest relates if such
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employee has been employed by such trade
or business for a period of at least 10 years
before the date of the decedent’s death.

‘(2) MEMBER OF THE FAMILY.—The term
‘member of the family’ has the meaning
given to such term by section 2032A(e)(2).

‘‘(3) APPLICABLE RULES.—Rules similar to
the following rules shall apply:

““(A) Section 2032A(b)(4) (relating to dece-
dents who are retired or disabled).

‘4(B) Section 2032A(b)(5) (relating to special
rules for surviving spouses).

¢(C) Section 2032A(c)(2)(D) (relating to par-
tial dispositions).

‘(D) Section 2032A(c)(3) (relating to only 1
additional tax imposed with respect to any 1
portion).

“(BE) Section 2032A(c)(4) (relating to due
date).

““(F') Section 2032A(c)(b) (relating to liabil-
ity for tax; furnishing of bond).

“(G) Section 2032A(c)(7) (relating to no tax
if use begins within 2 years; active manage-
ment by eligible qualified heir treatment as
material participation).

““(H) Section 2032A(e)(10) (relating to com-
munity property).

“(I) Section 2032A(e)(14) (relating to treat-
ment of replacement property acquired in
section 1031 or 1033 transactions).

“(J) Section 2032A(f) (relating to statute of
limitations).

“(K) Section 6166(b)(3) (relating to farm-
houses and certain other structures taken
into account).

‘(L) Subparagraphs (B), (C), and (D) of sec-
tion 6166(g)(1) (relating to acceleration of
payment).”’

(b) CLERICAL AMENDMENT.—The table of
sections for part III of subchapter A of chap-
ter 11 of the Internal Revenue Code of 1986 is
amended by inserting after the item relating
to section 2033 the following new item:

“Sec. 2033A. Family-owned business exclu-
sion.”

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1995.

SUPPORTERS OF AMERICAN FAMILY-OWNED

BUSINESS ACT

Air Conditioning Contractors of America.

Alliance of Independent Store Owners &
Professionals.

American Alliance of Family Businesses.

American Association of Nurserymen.

American Consulting Engineers Council.

American Electrical Contractors Associa-
tion.

American Electrical Contractors Associa-
tion.

American Equipment Distributors.

American Farm Bureau Federation.

American Horse Council.

American Road and Transportation Build-
ers Association.

American Sheep Industry Association.

American Soybean Association.

American Subcontractors Association.

American Trucking Association.

American Vintners Association.

Associated Builders and Contractors.

Associated Equipment Distributors.

Associated General Contractors of Amer-
ica.

Building Advertising Council.

Building Service Contractors Associations
International.

Committee to Preserve the American Fam-
ily Business.

Communicating for Agriculture.

Council of Fleet Specialists.

Food Marketing Institute.

Forest Industries Committee on Taxation.

Independent Bankers Association of Amer-
ica.

Independent Petroleum Association of
America.
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Machinery Dealers National Association.
Marina Operators Association of America.
Marine Retailers Association of America.

National-American  Wholesale Grocers’
Assn./International Foodservice Distribu-
tors.

National Association for the Self-Em-
ployed.

National Association of RV Parks and
Campgrounds.

National Association of Realtors.

National Association of Retail Druggists.

National Association of State Departments
of Agriculture.

National Association of Wheat Growers.

National Automobile Dealers Association.

National Cattlemen’s Association.

National Corn Growers Association.

National Cotton Council.

National Farmers Union.

National Federation of Independent Busi-
ness.

National Food Brokers Association.

National Home Furnishings Association.

National Lumber and Building Material
Dealers Association.

National Milk Producers Federation.

National Pork Producers Council.

National Restaurant Association.

National Retail Federation.

National Roofing Contractors Association.

National Stripper Well Association.

National Tire Dealers & Retreaders Asso-
ciation.

National Tooling & Machining Association.

Printing Industries of America.

Promotional Products Association Inter-
national.

Retail Bakers of America.

Sageguard America’s Family Enterprises.

Sheet Metal & Air Conditioning Contrac-
tors National Association.

Small Business Exporters Association.

Small Business Legislative Council.

Society of American Florists.

U.S. Business and Industrial Council.

U.S. Chamber of Commerce.

Wine and Spirits Wholesalers of American.

World Floor Covering Association

Mr. ROTH. Mr. President, sometimes
it appears that government has de-
clared war on the family farm and
small business. This is an irony, given
the fact that these historic American
institutions are the backbone of our
economy. We all know the statistics—
how since the early 1970’s, small busi-
nesses have created two out of every
three new jobs—how our family farms
have helped turn America into the
most productive agricultural provider
in the world.

On previous occasions, I've come to
the floor to detail how government,
time and again, has tried to kill the
goose that lays the golden egg. Not
only are small businesses and our fam-
ily farms feeling the crunch from Fed-
eral taxation and over-regulation, but
they are getting hit on the local level,
as well. When Congress increases regu-
lations—when Congress hits small busi-
ness men and women with tax in-
creases—rarely are these regulations
and increases considered in light of the
State and local taxes these men and
women are paying. Fortune magazine
reports that the tax liability of small
businesses is one of the fastest rising,
especially through the increases of
property taxes—taxes which have a
profound impact on our farmers.

On top of this tremendous tax and
regulatory load that small business
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owners and family farmers must bear
in life, the Federal Government even
refuses to allow them peace in death.
In fact, in many cases the way the tax
code is written today, the death of a
small business man or woman in a fam-
ily-owned enterprise brings about what
can only be considered a hostile take-
over by the government.

Under current law, when the Kkey
member of a family-owned business
dies, the Federal Government man-
dates an estate tax that can reach as
high as 55 percent. Fifty-five percent,
Mr. President. Think about that. It can
make the Federal Government literally
the majority owner of a business that a
family has worked for years to build.

If a government takeover isn’t bad
enough, the families involved soon re-
alize that Uncle Sam doesn’t even want
to keep the business. He’s not inter-
ested in a partnership. He just wants
his pound of flesh, even if it kills the
enterprise. Time again, this has hap-
pened as wonderful, hard-working,
risk-taking spouses and children—val-
iant souls who have often sacrificed for
the family cause—are forced by old
Uncle Sam to sell the company or farm
just to pay the taxes.

If all this seems familiar, Mr. Presi-
dent, it is. It’s familiar to anyone
who’s ever seen an old Vaudeville melo-
drama. If you can’t pay the taxes, you
lose the family farm. Well, Mr. Presi-
dent, all that changes with this legisla-
tion—legislation I have authored with
Senators DOLE and PRYOR. And frank-
ly, I don’t mind playing the role of
Dudley Dooright, along with these dis-
tinguished colleagues and a host of
others who have cosponsored this legis-
lation. In fact, I'm pleased to be a
champion of small business, especially
when I hear stories like those I shared
in our press conference today.

These are stories about real people—
about an elderly woman from Delaware
who, upon her death, left her family
farm to her five children. They wanted
the farm. They wanted it to remain in
the family. It was valued at over $2
million. But in came Uncle Sam—just
like in the melodrama—and demanded
estate taxes of almost $1 million. Now
Mr. President, it’s not hard to under-
stand how a hard-working family can
build a farm that’s worth $2 million,
especially when you consider inflation.
For good land and well-kept equip-
ment, that’s not an exorbitant amount
of money.

But it’s almost impossible to see how
those who inherit the farm are able to
keep it when they also inherit a mil-
lion dollar tax liability.

In another case, an elderly couple
from southern Delaware is currently
struggling to plan their estate so it
adequately provides for their handi-
capped daughter while it also allows
their son to continue the family farm-
ing operation. Unfortunately, with a
projected estate tax bill of over
$500,000, it is most likely that they also
will have to sell their family farm just
to appease Uncle Sam’s insatiable ap-
petite for taxes.
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Mr. President, it’s time for change.
And the legislation I've authored—leg-
islation to provide estate tax relief—is
an important measure toward creating
the change we need. The Family Busi-
ness Estate Tax Relief Act—completely
bipartisan legislation—will exempt
from the estate tax a full $1.5 million
of the value of the deceased individ-
ual’s interest in a family business. If
the business or farm is worth more
than $1.5 million, our legislation cuts
the additional tax rate in half.

This exemption and rate cut are in
addition to the current law’s exclusion
for up to $600,000 in personal and busi-
ness assets. In this way, a family could
protect a business valued up to $4.2
million, if that business were owned by
a husband and wife. To make certain
that the tax relief is going to protect
family-owned businesses, our legisla-
tion requires that surviving members
keep the business for up to ten years.
It applies only to businesses that are
family owned and that are located
within the United States.

Mr. President, this legislation is im-
portant not only for our families, but
for our Nation. It restores proper per-
spective to what this political experi-
ment is all about—encouraging the
American Dream. There is nothing
more important to that dream than the
family, its business, and its farm. I en-
courage all my colleagues to join us in
this bipartisan effort to once again
make Uncle Sam a relative that folks
will want to see come visit.

By Mr. COHEN:

S. 1088. A bill to provide for enhanced
penalties for health care fraud, and for
other purposes; to the Committee on
Finance.

THE HEALTH CARE FRAUD AND ABUSE
PREVENTION ACT OF 1995

e Mr. COHEN. Mr. President, earlier
this year I introduced S. 245, the
Health Care Fraud Prevention Act.
This bill, which was cosponsored by a
bipartisan group of 21 Senators, was
similar to legislation I introduced last
year that ultimately was incorporated
into a number of the major comprehen-
sive health care reform proposals. Un-
fortunately, hopes for enactment of my
fraud and abuse proposal faded since
comprehensive health care reform was
not passed by the Congress last year.

Regardless of whether we enact over-
all health care reform, it is vital that
we no longer delay in adopting tough
measures to crack down on the fraud
and abuse that robs billions of dollars
from our health care system each year.
Estimates are that we are losing as
much as $100 billion each year to
health care fraud and abuse, with as
much as 30 percent of those losses to
the Medicare and Medicaid programs
alone. As we embark upon the debate
on how to achieve savings in, and con-
trol the growth of, Medicare and Med-
icaid, we must not overlook the very
real savings that can be obtained by
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closing the doors of these programs to
fraud and abuse.

Since I introduced S. 245 in January
of this year, I have solicited comments
on this legislation from a host of law
enforcement agencies, health care pro-
vider groups, and experts in criminal
law and health care. My purpose in
seeking and reviewing comments on
my legislation was to ensure that
health care fraud legislation be tough
on those who intentionally scam or de-
fraud the health care system, but also
be fair and workable in practice, and
not inadvertently penalize honest
health care providers who inadvert-
ently run afoul of complicated health
care regulations. I strongly believe
that it is necessary, and possible, to
strike the appropriate balance of being
very tough on health care fraud while
not entrapping or unduly burdening
health care providers and businesses
who are simply trying to follow the
rules.

The bill that I am introducing today
reflects this delicate balance. It is the
product of many months of work by my
staff on the Senate Special Committee
on Aging to respond to comments by
many experts in law enforcement,
health care, and the health care pro-
vider community. The changes made to
S. 245 by this legislation I am intro-
ducing today are both comprehensive
in nature and extremely workable.

For example, this bill alters the ex-
tension of the Social Security Act anti-
kickback statute and civil monetary
penalties. Under this legislation, these
penalties would be extended to cover
all Federal Health Care Programs, not
just Medicare and Medicaid.

Another major change deals with the
exclusion of individuals from Medicare
for certain health care fraud viola-
tions. Under the proposal I am intro-
ducing today, the reach of this exclu-
sion has been refined from my previous
legislation so that individuals not di-
rectly involved in the fraudulent activ-
ity would not be unduly penalized or
discouraged from serving on boards of
hospitals or other health care organiza-
tions. This legislation contains many
other refinements to S. 245 that will go
far in achieving coordinated, effective,
and fair response to health care fraud
and abuse.

Mr. President, the costs of health
care fraud and abuse to our health care
system are staggering: As much as 10
percent of U.S. health care spending is
lost to fraud and abuse each year. For
Medicare and Medicaid, the Federal
Government pays as much as $27 bil-
lion each year in fraudulent and abu-
sive claims. Enactment of this legisla-
tion therefore has the potential to save
the taxpayers and American public
millions, if not billions of dollars each
year.

I would like to thank all those indi-
viduals from law enforcement and the
health care industry who have come
forth with pragmatic and creative solu-
tions to a growing and pernicious prob-
lem, and I ask unanimous consent that
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a section-by-section analysis of the
changes have been made to S. 245 and a
copy of my legislation be included in
the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Health Care Fraud and Abuse Preven-
tion Act of 1995,

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title; table of contents.
TITLE I—FRAUD AND ABUSE CONTROL
PROGRAM
Sec. 101. Fraud and abuse control program.
Sec. 102. Application of certain health anti-
fraud and abuse sanctions to all
fraud and abuse against any
Federal health program.
Sec. 103. Health care fraud and abuse guid-
ance.
TITLE II—REVISIONS TO CURRENT
SANCTIONS FOR FRAUD AND ABUSE

Sec. 201. Mandatory exclusion from partici-
pation in medicare and State
health care programs.

202. Establishment of minimum period
of exclusion for certain individ-
uals and entities subject to per-
missive exclusion from medi-
care and State health care pro-
grams.

203. Permissive exclusion of individuals
with ownership or control in-
terest in sanctioned entities.

204. Sanctions against practitioners and
persons for failure to comply
with statutory obligations.

205. Intermediate sanctions for medi-
care health maintenance orga-
nizations.

Sec. 206. Effective date.

TITLE ITI—ADMINISTRATIVE AND
MISCELLANEOUS PROVISIONS

Sec. 301. Establishment of the health care
fraud and abuse data collection
program.

TITLE IV—CIVIL MONETARY PENALTIES

Sec. 401. Social Security Act civil monetary
penalties.
TITLE V—AMENDMENTS TO CRIMINAL
LAW
Sec. 501. Health care fraud.
Sec. 502. Forfeitures for Federal health care
offenses.
503. Injunctive relief relating to Fed-
eral health care offenses.
504. Grand jury disclosure.
505. False Statements.
506. Obstruction of criminal investiga-
tions of Federal health care of-
fenses.
507. Theft or embezzlement.
508. Laundering of monetary
ments.
509. Authorized investigative demand
procedures.
TITLE VI—STATE HEALTH CARE FRAUD
CONTROL UNITS

Sec. 601. State health care fraud control
units.

TITLE VII-MEDICARE BILLING ABUSE
PREVENTION

Sec. 701. Implementation of General Ac-
counting Office recommenda-
tions regarding medicare
claims processing.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.
Sec.
Sec.

Sec.

Sec. instru-

Sec.
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Sec. 702. Minimum software requirements.
Sec. 703. Disclosure.
Sec. 704. Review and modification of regula-
tions.
Sec. 705. Definitions.
TITLE I—FRAUD AND ABUSE CONTROL
PROGRAM
SEC. 101. FRAUD AND ABUSE CONTROL PRO-
GRAM.

(a) ESTABLISHMENT OF PROGRAM.—

(1) IN GENERAL.—Not later than January 1,
1996, the Secretary of Health and Human
Services (in this title referred to as the
“Secretary’’), acting through the Office of
the Inspector General of the Department of
Health and Human Services, and the Attor-
ney General shall establish a program—

(A) to coordinate Federal, State, and local
law enforcement programs to control fraud
and abuse with respect to the delivery of and
payment for health care in the TUnited
States,

(B) to conduct investigations, audits, eval-
uations, and inspections relating to the de-
livery of and payment for health care in the
United States,

(C) to facilitate the enforcement of the
provisions of sections 1128, 1128A, and 1128B
of the Social Security Act (42 U.S.C. 1320a-T7,
1320a—Ta, and 1320a-7b) and other statutes ap-
plicable to health care fraud and abuse, and

(D) to provide for the modification and es-
tablishment of safe harbors and to issue in-
terpretative rulings and special fraud alerts
pursuant to section 103.

(2) COORDINATION WITH HEALTH PLANS.—In
carrying out the program established under
paragraph (1), the Secretary and the Attor-
ney General shall consult with, and arrange
for the sharing of data with representatives
of health plans.

(3) GUIDELINES.—

(A) IN GENERAL.—The Secretary and the
Attorney General shall issue guidelines to
carry out the program under paragraph (1).
The provisions of sections 553, 556, and 557 of
title 5, United States Code, shall not apply in
the issuance of such guidelines.

(B) INFORMATION GUIDELINES.—

(i) IN GENERAL.—Such guidelines shall in-
clude guidelines relating to the furnishing of
information by health plans, providers, and
others to enable the Secretary and the At-
torney General to carry out the program (in-
cluding coordination with health plans under
paragraph (2)).

(ii) CONFIDENTIALITY.—Such guidelines
shall include procedures to assure that such
information is provided and utilized in a
manner that appropriately protects the con-
fidentiality of the information and the pri-
vacy of individuals receiving health care
services and items.

(iii) QUALIFIED IMMUNITY FOR PROVIDING IN-
FORMATION.—The provisions of section 1157(a)
of the Social Security Act (42 U.S.C. 1320c-
6(a)) (relating to limitation on liability)
shall apply to a person providing informa-
tion to the Secretary or the Attorney Gen-
eral in conjunction with their performance
of duties under this section.

(4) INVESTIGATORS AND OTHER PERSONNEL.—
In addition to any other amounts authorized
to be appropriated to the Secretary, the At-
torney General, the Director of the Federal
Bureau of Investigation, and the Inspectors
General of the Departments of Health and
Human Services, Defense, Labor, and Vet-
erans Affairs, of the Office of Personnel Man-
agement, and of the Railroad Retirement
Board, for health care anti-fraud and abuse
activities for a fiscal year, there are author-
ized to be appropriated additional amounts,
from the Health Care Fraud and Abuse Con-
trol described in subsection (b) of this sec-
tion, as may be necessary to enable the Sec-
retary, the Attorney General, and such In-
spectors General to conduct investigations
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and audits of allegations of health care fraud
and abuse and otherwise carry out the pro-
gram established under paragraph (1) in a fis-
cal year.

(5) ENSURING ACCESS TO DOCUMENTATION.—
The Inspector General of the Department of
Health and Human Services is authorized to
exercise such authority described in para-
graphs (3) through (9) of section 6 of the In-
spector General Act of 1978 (5 U.S.C. App.) as
necessary with respect to the activities
under the fraud and abuse control program
established under this subsection.

(6) AUTHORITY OF INSPECTOR GENERAL.—
Nothing in this Act shall be construed to di-
minish the authority of any Inspector Gen-
eral, including such authority as provided in
the Inspector General Act of 1978 (5 U.S.C.
App.).

(b) HEALTH CARE FRAUD AND ABUSE CON-
TROL.—

(1) ESTABLISHMENT.—

(A) IN GENERAL.—There is hereby estab-
lished the Health Care Fraud and Abuse Con-
trol. There are hereby appropriated to the
Health Care Fraud and Abuse Control—

(i) such gifts and bequests as may be made
as provided in subparagraph (B);

(ii) such amounts as may be deposited in
the Health Care Fraud and Abuse Control as
provided in sections 501(b) and 502(b), and
title XI of the Social Security Act; and

(iii) such amounts as are transferred to the
Health Care Fraud and Abuse Control under
subparagraph (C).

(B) AUTHORIZATION TO ACCEPT GIFTS.—The
Health Care Fraud and Abuse Control is au-
thorized to accept on behalf of the United
States money gifts and bequests made un-
conditionally to the Health Care Fraud and
Abuse Control, for the benefit of the Health
Care Fraud and Abuse Control or any activ-
ity financed through the Health Care Fraud
and Abuse Control.

(C) TRANSFER OF AMOUNTS.—The Secretary
of the Treasury shall transfer to the Health
Care Fraud and Abuse Control, under rules
similar to the rules in section 9601 of the In-
ternal Revenue Code of 1986, an amount
equal to the sum of the following:

(i) Criminal fines imposed in cases involv-
ing a Federal health care offense (as defined
in section 982(a)(6)(B) of title 18, United
States Code).

(ii) Administrative penalties and assess-
ments imposed under titles XI, XVIII, and
XIX of the Social Security Act (except as
otherwise provided by law).

(iii) Amounts resulting from the forfeiture
of property by reason of a Federal health
care offense.

(iv) Penalties and damages imposed under
the False Claims Act (31 U.S.C. 3729 et seq.),
in cases involving claims related to the pro-
vision of health care items and services
(other than funds awarded to a relator or for
restitution).

(2) GENERAL USE OF FUNDS.—

(A) IN GENERAL.—Amounts in the Health
Care Fraud and Abuse Control shall be avail-
able, as provided in appropriation Acts, to
cover the costs (including equipment, sala-
ries and benefits, and travel and training) of
the administration and operation of the
health care fraud and abuse control program
established under subsection (a), including
the costs of—

(i) prosecuting health care matters
(through criminal, civil, and administrative
proceedings);

(ii) investigations;

(iii) financial and performance audits of
health care programs and operations;

(iv) inspections and other evaluations; and

(v) provider and consumer education re-
garding compliance with the provisions of
this title.
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(B) FUNDS USED TO SUPPLEMENT AGENCY AP-
PROPRIATIONS.—It is intended that disburse-
ments made from the Health Care Fraud and
Abuse Control to any Federal agency be used
to increase and not supplant the recipient
agency’s appropriated operating budget.

(3) ADDITIONAL USE OF FUNDS BY INSPECTOR
GENERAL.—

(A) REIMBURSEMENTS FOR INVESTIGA-
TIONS.—Amounts in the Health Care Fraud
and Abuse Control shall be available, as pro-
vided in appropriation Acts, to the Inspec-
tors General of the Departments of Health
and Human Services, Defense, Labor, and
Veterans Affairs, of the Office of Personnel
Management, and of the Railroad Retire-
ment Board, to receive and retain for current
use reimbursement for the costs of con-
ducting investigations, when such restitu-
tion is ordered by a court, voluntarily agreed
to by the payer, or otherwise.

(B) CREDITING.—Funds received by any
such Inspector General as reimbursement for
costs of conducting investigations shall be
deposited to the credit of the appropriation
from which initially paid, or to appropria-
tions for similar purposes currently avail-
able at the time of deposit, and shall remain
available for obligation for 1 year from the
date of the deposit of such funds.

(4) ADDITIONAL USE OF FUNDS BY STATE MED-
ICAID FRAUD CONTROL UNITS FOR INVESTIGA-
TION REIMBURSEMENTS.—Amounts in the
Health Care Fraud and Abuse Control shall
be available, as provided in appropriation
Acts, to the various State medicaid fraud
control units to reimburse such units upon
request to the Secretary for the costs of the
activities authorized under section 1903(q) of
the Social Security Act (42 U.S.C. 1396¢c(q).

() ANNUAL REPORT.—The Secretary and
the Attorney General shall submit jointly an
annual report to Congress on the amount of
revenue which is generated and disbursed by
the Health Care Fraud and Abuse Control in
each fiscal year.

(c) HEALTH PLAN DEFINED.—For purposes of
this section, the term ‘‘health plan’ means a
plan or program that provides health bene-
fits, whether directly, through insurance, or
otherwise, and includes—

(1) a policy of health insurance;

(2) a contract of a service benefit organiza-
tion;

(3) a membership agreement with a health
maintenance organization or other prepaid
health plan; and

(4) an employee welfare benefit plan or a
multiple employer welfare plan (as such
terms are defined in section 3 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1002).

SEC. 102. APPLICATION OF CERTAIN HEALTH
ANTI-FRAUD AND ABUSE SANCTIONS
TO FRAUD AND ABUSE AGAINST
FEDERAL HEALTH PROGRAMS.

(a) CRIMES.—

(1) SOCIAL SECURITY ACT.—Section 1128B of
the Social Security Act (42 U.S.C. 1320a-7b)
is amended as follows:

(A) In the heading, by striking ‘‘MEDICARE
OR STATE HEALTH CARE PROGRAMS” and in-
serting ‘‘FEDERAL HEALTH CARE PROGRAMS” .

(B) In subsection (a)(1), by striking ‘‘a pro-
gram under title XVIII or a State health
care program (as defined in section 1128(h))”’
and inserting ‘‘a Federal health care pro-
gram’’.

(C) In subsection (a)(5), by striking ‘‘a pro-
gram under title XVIII or a State health
care program’ and inserting ‘‘a Federal
health care program’’.

(D) In the second sentence of subsection
(a)—

(i) by striking ‘‘a State plan approved
under title XIX’ and inserting ‘‘a Federal
health care program’’, and
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(ii) by striking ‘‘the State may at its op-
tion (notwithstanding any other provision of
that title or of such plan)” and inserting
‘“‘the administrator of such program may at
its option (notwithstanding any other provi-
sion of such program)’’.

(E) In subsection (b), by striking ‘‘title
XVIII or a State health care program’ each
place it appears and inserting ‘‘a Federal
health care program’’.

(F) In subsection (c), by inserting ‘‘(as de-
fined in section 1128(h))” after ‘‘a State
health care program’’.

(G) By adding at the end the following new
subsection:

“(f) For purposes of this section, the term
‘Federal health care program’ means—

‘(1) any plan or program that provides
health benefits, whether directly, through
insurance, or otherwise, which is funded, in
whole or in part, by the United States Gov-
ernment; or

‘(2) any State health care program, as de-
fined in section 1128(h).”".

(2) IDENTIFICATION OF COMMUNITY SERVICE
OPPORTUNITIES.—Section 1128B of such Act
(42 U.S.C. 1320a-7b) is further amended by
adding at the end the following new sub-
section:

‘(g) The Secretary may—

‘(1) in consultation with State and local
health care officials, identify opportunities
for the satisfaction of community service ob-
ligations that a court may impose upon the
conviction of an offense under this section,
and

‘“(2) make information concerning such op-
portunities available to Federal and State
law enforcement officers and State and local
health care officials.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 1996.

SEC. 103. HEALTH CARE FRAUD AND ABUSE
GUIDANCE.

(a) SOLICITATION AND PUBLICATION OF MODI-
FICATIONS TO EXISTING SAFE HARBORS AND
NEW SAFE HARBORS.—

(1) IN GENERAL.—

(A) SOLICITATION OF PROPOSALS FOR SAFE
HARBORS.—Not later than January 1, 1996,
and not less than annually thereafter, the
Secretary shall publish a notice in the Fed-
eral Register soliciting proposals, which will
be accepted during a 60-day period, for—

(i) modifications to existing safe harbors
issued pursuant to section 14(a) of the Medi-
care and Medicaid Patient and Program Pro-
tection Act of 1987 (42 U.S.C. 1320a-7b note);

(ii) additional safe harbors specifying pay-
ment practices that shall not be treated as a
criminal offense under section 1128B(b) of the
Social Security Act (42 U.S.C. 1320a-7b(b))
and shall not serve as the basis for an exclu-
sion under section 1128(b)(7) of such Act (42
U.S.C. 1320a-7(b)(7));

(iii) interpretive rulings to be issued pursu-
ant to subsection (b); and

(iv) special fraud alerts to be issued pursu-
ant to subsection (c¢).

(B) PUBLICATION OF PROPOSED MODIFICA-
TIONS AND PROPOSED ADDITIONAL SAFE HAR-
BORS.—After considering the proposals de-
scribed in clauses (i) and (ii) of subparagraph
(A), the Secretary, in consultation with the
Attorney General, shall publish in the Fed-
eral Register proposed modifications to ex-
isting safe harbors and proposed additional
safe harbors, if appropriate, with a 60-day
comment period. After considering any pub-
lic comments received during this period,
the Secretary shall issue final rules modi-
fying the existing safe harbors and estab-
lishing new safe harbors, as appropriate.

(C) REPORT.—The Inspector General of the
Department of Health and Human Services
(in this section referred to as the ‘‘Inspector
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General’) shall, in an annual report to Con-
gress or as part of the year-end semiannual
report required by section 5 of the Inspector
General Act of 1978 (5 U.S.C. App.), describe
the proposals received under clauses (i) and
(ii) of subparagraph (A) and explain which
proposals were included in the publication
described in subparagraph (B), which pro-
posals were not included in that publication,
and the reasons for the rejection of the pro-
posals that were not included.

(2) CRITERIA FOR MODIFYING AND ESTAB-
LISHING SAFE HARBORS.—In modifying and es-
tablishing safe harbors under paragraph
(1)(B), the Secretary may consider the extent
to which providing a safe harbor for the spec-
ified payment practice may result in any of
the following:

(A) An increase or decrease in access to
health care services.

(B) An increase or decrease in the quality
of health care services.

(C) An increase or decrease in patient free-
dom of choice among health care providers.

(D) An increase or decrease in competition
among health care providers.

(E) An increase or decrease in the ability
of health care facilities to provide services in
medically underserved areas or to medically
underserved populations.

(F) An increase or decrease in the cost to
Federal health care programs (as defined in
section 1128B(f) of the Social Security Act (42
U.S.C. 1320a-7b()).

(G) An increase or decrease in the poten-
tial overutilization of health care services.

(H) The existence or nonexistence of any
potential financial benefit to a health care
professional or provider which may vary
based on their decisions of—

(i) whether to order a health care item or
service; or

(ii) whether to arrange for a referral of
health care items or services to a particular
practitioner or provider.

(I) Any other factors the Secretary deems
appropriate in the interest of preventing
fraud and abuse in Federal health care pro-
grams (as so defined).

(b) INTERPRETIVE RULINGS.—

(1) IN GENERAL.—

(A) REQUEST FOR INTERPRETIVE RULING.—
Any person may present, at any time, a re-
quest to the Inspector General for a state-
ment of the Inspector General’s current in-
terpretation of the meaning of a specific as-
pect of the application of sections 1128A and
1128B of the Social Security Act (42 U.S.C.
1320a-7a and 1320a-7b) (in this section re-
ferred to as an ‘‘interpretive ruling”’).

(B) ISSUANCE AND EFFECT OF INTERPRETIVE
RULING.—

(i) IN GENERAL.—If appropriate, the Inspec-
tor General shall in consultation with the
Attorney General, issue an interpretive rul-
ing not later than 90 days after receiving a
request described in subparagraph (A). Inter-
pretive rulings shall not have the force of
law and shall be treated as an interpretive
rule within the meaning of section 553(b) of
title 5, United States Code. All interpretive
rulings issued pursuant to this clause shall
be published in the Federal Register or oth-
erwise made available for public inspection.

(ii) REASONS FOR DENIAL.—If the Inspector
General does not issue an interpretive ruling
in response to a request described in sub-
paragraph (A), the Inspector General shall
notify the requesting party of such decision
not later than 60 days after receiving such a
request and shall identify the reasons for
such decision.

(2) CRITERIA FOR INTERPRETIVE RULINGS.—

(A) IN GENERAL.—In determining whether
to issue an interpretive ruling under para-
graph (1)(B), the Inspector General may con-
sider—
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(i) whether and to what extent the request
identifies an ambiguity within the language
of the statute, the existing safe harbors, or
previous interpretive rulings; and

(ii) whether the subject of the requested in-
terpretive ruling can be adequately ad-
dressed by interpretation of the language of
the statute, the existing safe harbor rules, or
previous interpretive rulings, or whether the
request would require a substantive ruling
(as defined in section 552 of title 5, United
States Code) not authorized under this sub-
section.

(B) NO RULINGS ON FACTUAL ISSUES.—The
Inspector General shall not give an interpre-
tive ruling on any factual issue, including
the intent of the parties or the fair market
value of particular leased space or equip-
ment.

(¢) SPECIAL FRAUD ALERTS.—

(1) IN GENERAL.—

(A) REQUEST FOR SPECIAL FRAUD ALERTS.—
Any person may present, at any time, a re-
quest to the Inspector General for a notice
which informs the public of practices which
the Inspector General considers to be suspect
or of particular concern under section
1128B(b) of the Social Security Act (42 U.S.C.
1320a-Th(b)) (in this subsection referred to as
a ‘‘special fraud alert’).

(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS.—Upon receipt of a request de-
scribed in subparagraph (A), the Inspector
General shall investigate the subject matter
of the request to determine whether a special
fraud alert should be issued. If appropriate,
the Inspector General shall issue a special
fraud alert in response to the request. All
special fraud alerts issued pursuant to this
subparagraph shall be published in the Fed-
eral Register.

(2) CRITERIA FOR SPECIAL FRAUD ALERTS.—
In determining whether to issue a special
fraud alert upon a request described in para-
graph (1), the Inspector General may con-
sider—

(A) whether and to what extent the prac-
tices that would be identified in the special
fraud alert may result in any of the con-
sequences described in subsection (a)(2); and

(B) the volume and frequency of the con-
duct that would be identified in the special
fraud alert.

TITLE II—REVISIONS TO CURRENT
SANCTIONS FOR FRAUD AND ABUSE
SEC. 201. MANDATORY EXCLUSION FROM PAR-
TICIPATION IN MEDICARE AND

STATE HEALTH CARE PROGRAMS.

(a) INDIVIDUAL CONVICTED OF FELONY RE-
LATING TO HEALTH CARE FRAUD.—

(1) IN GENERAL.—Section 1128(a) of the So-
cial Security Act (42 U.S.C. 1320a-7(a)) is
amended by adding at the end the following
new paragraph:

“(3) FELONY CONVICTION RELATING TO
HEALTH CARE FRAUD.—AnNy individual or enti-
ty that has been convicted after the date of
the enactment of the Health Care Fraud and
Abuse Prevention Act of 1995, under Federal
or State law, in connection with the delivery
of a health care item or service or with re-
spect to any act or omission in a health care
program (other than those specifically de-
scribed in paragraph (1)) operated by or fi-
nanced in whole or in part by any Federal,
State, or local government agency, of a
criminal offense consisting of a felony relat-
ing to fraud, theft, embezzlement, breach of
fiduciary responsibility, or other financial
misconduct.”.

(2) CONFORMING AMENDMENT.—Paragraph
(1) of section 1128(b) of such Act (42 U.S.C.
1320a-7(b)) is amended to read as follows:

(1) CONVICTION RELATING TO FRAUD.—ANy
individual or entity that has been convicted
after the date of the enactment of the Health
Care Fraud and Abuse Prevention Act of
1995, under Federal or State law—
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““(A) of a criminal offense consisting of a
misdemeanor relating to fraud, theft, embez-
zlement, breach of fiduciary responsibility,
or other financial misconduct—

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

‘‘(ii) with respect to any act or omission in
a health care program (other than those spe-
cifically described in subsection (a)(1)) oper-
ated by or financed in whole or in part by
any Federal, State, or local government
agency; or

‘(B) of a criminal offense relating to fraud,
theft, embezzlement, breach of fiduciary re-
sponsibility, or other financial misconduct
with respect to any act or omission in a pro-
gram (other than a health care program) op-
erated by or financed in whole or in part by
any Federal, State, or local government
agency.”’.

(b) INDIVIDUAL CONVICTED OF FELONY RE-
LATING TO CONTROLLED SUBSTANCE.—

(1) IN GENERAL.—Section 1128(a) of the So-
cial Security Act (42 U.S.C. 1320a-7(a)), as
amended by subsection (a), is amended by
adding at the end the following new para-
graph:

‘“(4) FELONY CONVICTION RELATING TO CON-
TROLLED SUBSTANCE.—Any individual or enti-
ty that has been convicted after the date of
the enactment of the Health Care Fraud and
Abuse Prevention Act of 1995, under Federal
or State law, of a criminal offense consisting
of a felony relating to the unlawful manufac-
ture, distribution, prescription, or dispensing
of a controlled substance.”’.

(2) CONFORMING AMENDMENT.—Section
1128(b)(3) of such Act (42 U.S.C. 1320a-7(b)(3))
is amended—

(A) in the heading, by striking ¢ CoONVIC-
TION”’ and inserting ‘‘MISDEMEANOR CONVIC-
TION’; and

(B) by striking ‘‘criminal offense’ and in-
serting ‘‘criminal offense consisting of a mis-
demeanor”’.

SEC. 202. ESTABLISHMENT OF MINIMUM PERIOD
OF EXCLUSION FOR CERTAIN INDI-
VIDUALS AND ENTITIES SUBJECT TO
PERMISSIVE EXCLUSION FROM
MEDICARE AND STATE HEALTH
CARE PROGRAMS.

Section 1128(c)(3) of the Social Security
Act (42 U.S.C. 1320a-7(c)(3)) is amended by
adding at the end the following new subpara-
graphs:

‘(D) In the case of an exclusion of an indi-
vidual or entity under paragraph (1), (2), or
(3) of subsection (b), the period of the exclu-
sion shall be 3 years, unless the Secretary
determines in accordance with published reg-
ulations that a shorter period is appropriate
because of mitigating circumstances or that
a longer period is appropriate because of ag-
gravating circumstances.

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

‘“(F) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(6)(B),
the period of the exclusion shall be not less
than 1 year.”.

SEC. 203. PERMISSIVE EXCLUSION OF INDIVID-
UALS WITH OWNERSHIP OR CON-
TROL INTEREST IN SANCTIONED EN-
TITIES.

Section 1128(b) of the Social Security Act
(42 U.S.C. 1320a-7(b)) is amended by adding at
the end the following new paragraph:

¢“(15) INDIVIDUALS CONTROLLING A SANC-
TIONED ENTITY.—Any individual who has a di-
rect or indirect ownership or control interest
of 5 percent or more, or an ownership or con-
trol interest (as defined in section 1124(a)(3))
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in, or who is an officer or managing em-
ployee (as defined in section 1126(b)) of, an
entity—

“‘(A) that has been convicted of any offense
described in subsection (a) or in paragraph
(1), (2), or (3) of this subsection; or

‘“(B) that has been excluded from participa-
tion under a program under title XVIII or
under a State health care program.”’.

SEC. 204. SANCTIONS AGAINST PRACTITIONERS
AND PERSONS FOR FAILURE TO
COMPLY WITH STATUTORY OBLIGA-
TIONS.

(a) MINIMUM PERIOD OF EXCLUSION FOR
PRACTITIONERS AND PERSONS FAILING TO
MEET STATUTORY OBLIGATIONS.—

(1) IN GENERAL.—The second sentence of
section 1156(b)(1) of the Social Security Act
(42 U.S.C. 1320c-5(b)(1)) is amended by strik-
ing ‘‘may prescribe)” and inserting ‘‘may
prescribe, except that such period may not
be less than 1 year)”.

2) CONFORMING AMENDMENT.—Section
1156(b)(2) of such Act (42 U.S.C. 1320c-5(b)(2))
is amended by striking ‘‘shall remain’ and
inserting ‘‘shall (subject to the minimum pe-
riod specified in the second sentence of para-
graph (1)) remain’’.

(b) REPEAL OF “UNWILLING OR UNABLE”
CONDITION FOR IMPOSITION OF SANCTION.—
Section 1156(b)(1) of the Social Security Act
(42 U.S.C. 1320c-5(b)(1)) is amended—

(1) in the second sentence, by striking ‘“‘and
determines’ and all that follows through
‘“‘such obligations,’’; and

(2) by striking the third sentence.

SEC. 205. INTERMEDIATE SANCTIONS FOR MEDI-
CARE HEALTH MAINTENANCE ORGA-
NIZATIONS.

(a) APPLICATION OF INTERMEDIATE SANC-
TIONS FOR ANY PROGRAM VIOLATIONS.—

(1) IN GENERAL.—Section 1876(i)(1) of the
Social Security Act (42 U.S.C. 1395mm(i)(1))
is amended by striking ‘‘the Secretary may
terminate’ and all that follows and inserting
“in accordance with procedures established
under paragraph (9), the Secretary may at
any time terminate any such contract or
may impose the intermediate sanctions de-
scribed in paragraph (6)(B) or (6)(C) (which-
ever is applicable) on the eligible organiza-
tion if the Secretary determines that the or-
ganization—

““(A) has failed substantially to carry out
the contract;

‘(B) is carrying out the contract in a man-
ner substantially inconsistent with the effi-
cient and effective administration of this
section; or

‘(C) no longer substantially meets the ap-
plicable conditions of subsections (b), (¢), (e),
and (£).”.

(2) OTHER INTERMEDIATE SANCTIONS FOR
MISCELLANEOUS PROGRAM VIOLATIONS.—Sec-
tion 1876(i)(6) of such Act (42 U.S.C.
1395mm(i)(6)) is amended by adding at the
end the following new subparagraph:

‘(C) In the case of an eligible organization
for which the Secretary makes a determina-
tion under paragraph (1) the basis of which is
not described in subparagraph (A), the Sec-
retary may apply the following intermediate
sanctions:

‘(i) Civil money penalties of not more than
$25,000 for each determination under para-
graph (1) if the deficiency that is the basis of
the determination has directly adversely af-
fected (or has the substantial likelihood of
adversely affecting) an individual covered
under the organization’s contract.

‘‘(ii) Civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under paragraph (9) during which the defi-
ciency that is the basis of a determination
under paragraph (1) exists.

‘‘(iii) Suspension of enrollment of individ-
uals under this section after the date the
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Secretary notifies the organization of a de-
termination under paragraph (1) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.”.

(3) PROCEDURES FOR IMPOSING SANCTIONS.—
Section 1876(i) of such Act (42 U.S.C.
1395mm(i)) is amended by adding at the end
the following new paragraph:

‘“(9) The Secretary may terminate a con-
tract with an eligible organization under
this section or may impose the intermediate
sanctions described in paragraph (6) on the
organization in accordance with formal in-
vestigation and compliance procedures es-
tablished by the Secretary under which—

‘“(A) the Secretary first provides the orga-
nization with the reasonable opportunity to
develop and implement a corrective action
plan to correct the deficiencies that were the
basis of the Secretary’s determination under
paragraph (1) and the organization fails to
develop or implement such a plan;

‘(B) in deciding whether to impose sanc-
tions, the Secretary considers aggravating
factors such as whether an entity has a his-
tory of deficiencies or has not taken action
to correct deficiencies the Secretary has
brought to their attention;

‘“(C) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and

‘(D) the Secretary provides the organiza-
tion with reasonable notice and opportunity
for hearing (including the right to appeal an
initial decision) before imposing any sanc-
tion or terminating the contract.”.

(4) CONFORMING AMENDMENTS.—Section
1876(1)(6)(B) of such Act (42 TU.S.C.
1395mm(i)(6)(B)) is amended by striking the
second sentence.

(b) AGREEMENTS WITH PEER REVIEW ORGA-
NIZATIONS.—

(1) REQUIREMENT FOR WRITTEN AGREE-
MENT.—Section 1876(i)(7)(A) of the Social Se-
curity Act (42 U.S.C. 1395mm@)(7)(A)) is
amended by striking ‘‘an agreement’ and in-
serting ‘‘a written agreement’’.

(2) DEVELOPMENT OF MODEL AGREEMENT.—
Not later than July 1, 1996, the Secretary
shall develop a model of the agreement that
an eligible organization with a risk-sharing
contract under section 1876 of the Social Se-
curity Act must enter into with an entity
providing peer review services with respect
to services provided by the organization
under section 1876(i)(7)(A) of such Act.

(3) REPORT BY GAO.—

(A) STUDY.—The Comptroller General of
the United States shall conduct a study of
the costs incurred by eligible organizations
with risk-sharing contracts under section
1876(b) of such Act of complying with the re-
quirement of entering into a written agree-
ment with an entity providing peer review
services with respect to services provided by
the organization, together with an analysis
of how information generated by such enti-
ties is used by the Secretary to assess the
quality of services provided by such eligible
organizations.

(B) REPORT TO CONGRESS.—Not later than
July 1, 1998, the Comptroller General shall
submit a report to the Committee on Ways
and Means and the Committee on Commerce
of the House of Representatives and the
Committee on Finance and the Special Com-
mittee on Aging of the Senate on the study
conducted under subparagraph (A).

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to contract years beginning on or after Janu-
ary 1, 1996.

SEC. 206. EFFECTIVE DATE.

The amendments made by this part shall
take effect January 1, 1996.
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TITLE III—ADMINISTRATIVE AND
MISCELLANEOUS PROVISIONS
SEC. 301. ESTABLISHMENT OF THE HEALTH CARE
FRAUD AND ABUSE DATA COLLEC-
TION PROGRAM.

(a) GENERAL PURPOSE.—Not later than Jan-
uary 1, 1996, the Secretary (in this title re-
ferred to as the ‘“Secretary’’) shall establish
a national health care fraud and abuse data
collection program for the reporting of final
adverse actions (not including settlements in
which no findings of liability have been
made) against health care providers, sup-
pliers, or practitioners as required by sub-
section (b), with access as set forth in sub-
section (c).

(b) REPORTING OF INFORMATION.—

(1) IN GENERAL.—Each government agency
and health plan shall report any final ad-
verse action (not including settlements in
which no findings of liability have been
made) taken against a health care provider,
supplier, or practitioner.

(2) INFORMATION TO BE REPORTED.—The in-
formation to be reported under paragraph (1)
includes:

(A) The name and TIN (as defined in sec-
tion 7701(a)(41)) of any health care provider,
supplier, or practitioner who is the subject of
a final adverse action.

(B) The name (if known) of any health care
entity with which a health care provider,
supplier, or practitioner is affiliated or asso-
ciated.

(C) The nature of the final adverse action
and whether such action is on appeal.

(D) A description of the acts or omissions
and injuries upon which the final adverse ac-
tion was based, and such other information
as the Secretary determines by regulation is
required for appropriate interpretation of in-
formation reported under this section.

(3) CONFIDENTIALITY.—In determining what
information is required, the Secretary shall
include procedures to assure that the privacy
of individuals receiving health care services
is appropriately protected.

(4) TIMING AND FORM OF REPORTING.—The
information required to be reported under
this subsection shall be reported regularly
(but not less often than monthly) and in such
form and manner as the Secretary pre-
scribes. Such information shall first be re-
quired to be reported on a date specified by
the Secretary.

(6) To WHOM REPORTED.—The information
required to be reported under this subsection
shall be reported to the Secretary.

(c) DISCLOSURE AND CORRECTION OF INFOR-
MATION.—

(1) DISCLOSURE.—With respect to the infor-
mation about final adverse actions (not in-
cluding settlements in which no findings of
liability have been made) reported to the
Secretary under this section respecting a
health care provider, supplier, or practi-
tioner, the Secretary shall, by regulation,
provide for—

(A) disclosure of the information, upon re-
quest, to the health care provider, supplier,
or licensed practitioner, and

(B) procedures in the case of disputed accu-
racy of the information.

(2) CORRECTIONS.—Each Government agen-
cy and health plan shall report corrections of
information already reported about any final
adverse action taken against a health care
provider, supplier, or practitioner, in such
form and manner that the Secretary pre-
scribes by regulation.

(d) ACCESS TO REPORTED INFORMATION.—

(1) AVAILABILITY.—The information in this
database shall be available to Federal and
State government agencies and health plans
pursuant to procedures that the Secretary
shall provide by regulation.

(2) FEES FOR DISCLOSURE.—The Secretary
may establish or approve reasonable fees for
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the disclosure of information in this data-
base (other than with respect to requests by
Federal agencies). The amount of such a fee
may not exceed the costs of processing the
requests for disclosure and of providing such
information. Such fees shall be available to
the Secretary or, in the Secretary’s discre-
tion to the agency designated under this sec-
tion to cover such costs.

(e) PROTECTION FROM LIABILITY FOR RE-
PORTING.—No person or entity, including the
agency designated by the Secretary in sub-
section (b)(5) shall be held liable in any civil
action with respect to any report made as re-
quired by this section, without knowledge of
the falsity of the information contained in
the report.

(f) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section:

(1)(A) The term ‘‘final adverse action” in-
cludes:

(i) Civil judgments against a health care
provider in Federal or State court related to
the delivery of a health care item or service.

(ii) Federal or State criminal convictions
related to the delivery of a health care item
or service.

(iii) Actions by Federal or State agencies
responsible for the licensing and certifi-
cation of health care providers, suppliers,
and licensed health care practitioners, in-
cluding—

(I) formal or official actions, such as rev-
ocation or suspension of a license (and the
length of any such suspension), reprimand,
censure or probation,

(IT) any other loss of license of the pro-
vider, supplier, or practitioner, by operation
of law, or

(ITI) any other negative action or finding
by such Federal or State agency that is pub-
licly available information.

(iv) Exclusion from participation in Fed-
eral or State health care programs.

(v) Any other adjudicated actions or deci-
sions that the Secretary shall establish by
regulation.

(B) The term does not include any action
with respect to a malpractice claim.

(2) The terms ‘‘licensed health care practi-
tioner’’, ‘‘licensed practitioner’’, and ‘‘prac-
titioner” mean, with respect to a State, an
individual who is licensed or otherwise au-
thorized by the State to provide health care
services (or any individual who, without au-
thority holds himself or herself out to be so
licensed or authorized).

(3) The term ‘‘health care provider” means
a provider of services as defined in section
1861(u) of the Social Security Act, and any
entity, including a health maintenance orga-
nization, group medical practice, or any
other entity listed by the Secretary in regu-
lation, that provides health care services.

(4) The term ‘‘supplier’” means a supplier of
health care items and services described in
section 1819(a) and (b), and section 1861 of the
Social Security Act.

(5) The term ‘‘Government agency’ shall
include:

(A) The Department of Justice.

(B) The Department of Health and Human
Services.

(C) Any other Federal agency that either
administers or provides payment for the de-
livery of health care services, including, but
not limited to the Department of Defense
and the Veterans’ Administration.

(D) State law enforcement agencies.

(E) State medicaid fraud and abuse units.

(F') Federal or State agencies responsible
for the licensing and certification of health
care providers and licensed health care prac-
titioners.

(6) The term ‘‘health plan” has the mean-
ing given such term by section 101(c).

(7T) For purposes of paragraph (2), the exist-
ence of a conviction shall be determined
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under paragraph (4) of section 1128(j) of the
Social Security Act.

(g) CONFORMING AMENDMENT.—Section
1921(d) of the Social Security Act is amended
by inserting ‘‘and section 301 of the Health
Care Fraud and Abuse Prevention Act of
1995 after ‘‘section 422 of the Health Care
Quality Improvement Act of 1986°°.

TITLE IV—CIVIL MONETARY PENALTIES
SEC. 401. SOCIAL SECURITY ACT CIVIL MONE-

TARY PENALTIES.

(a) GENERAL CIVIL MONETARY PENALTIES.—
Section 1128A of the Social Security Act (42
U.S.C. 1320a-7a) is amended as follows:

(1) In the third sentence of subsection (a),
by striking ‘‘programs under title XVIII”
and inserting ‘‘Federal health care programs
(as defined in section 1128(f)(1))”’.

(2) In subsection (f)—

(A) by redesignating paragraph (3) as para-
graph (4); and

(B) by inserting after paragraph (2) the fol-
lowing new paragraph:

‘“(3) With respect to amounts recovered
arising out of a claim under a Federal health
care program (as defined in section 1128B(f)),
the portion of such amounts as is determined
to have been paid by the program shall be re-
paid to the program, and the portion of such
amounts attributable to the amounts recov-
ered under this section by reason of the
amendments made by the Health Care Fraud
and Abuse Prevention Act of 1995 (as esti-
mated by the Secretary) shall be deposited
into the Health Care Fraud and Abuse Con-
trol established under section 101(b) of such
Act.”.

(3) In subsection (i)—

(A) in paragraph (2), by striking ‘‘title V,
XVIII, XIX, or XX of this Act’ and inserting
“‘a Federal health care program (as defined
in section 1128B(f))”’,

(B) in paragraph (4), by striking ‘‘a health
insurance or medical services program under
title XVIII or XIX of this Act” and inserting
‘“‘a. Federal health care program (as so de-
fined)”’, and

(C) in paragraph (5), by striking ‘‘title V,
XVIII, XIX, or XX and inserting ‘‘a Federal
health care program (as so defined)”’.

(4) By adding at the end the following new
subsection:

“(m)(1) For purposes of this section, with
respect to a Federal health care program not
contained in this Act, references to the Sec-
retary in this section shall be deemed to be
references to the Secretary or Administrator
of the department or agency with jurisdic-
tion over such program and references to the
Inspector General of the Department of
Health and Human Services in this section
shall be deemed to be references to the In-
spector General of the applicable department
or agency.

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

‘(i) The case involves primarily claims
submitted to the Federal health care pro-
grams of the department or agency initi-
ating the action.

‘(i) The Secretary or Administrator of the
department or agency initiating the action
gives notice and an opportunity to partici-
pate in the investigation to the Inspector
General of the department or agency with
primary jurisdiction over the Federal health
care programs to which the claims were sub-
mitted.

‘“(B) If the conditions specified in subpara-
graph (A) are fulfilled, the Inspector General
of the department or agency initiating the
action is authorized to exercise all powers
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granted under the Inspector General Act of
1978 with respect to the claims submitted to
the other departments or agencies to the
same manner and extent as provided in that
Act with respect to claims submitted to such
departments or agencies.”’.

(b) EXCLUDED INDIVIDUAL RETAINING OWN-
ERSHIP OR CONTROL INTEREST IN PARTICI-
PATING ENTITY.—Section 1128A(a) of the So-
cial Security Act (42 U.S.C. 1320a-Ta(a)) is
amended—

(1) by striking ‘“‘or”’ at the end of paragraph
1D

(2) by striking ¢, or” at the end of para-
graph (2) and inserting a semicolon;

(3) by striking the semicolon at the end of
paragraph (3) and inserting ‘‘; or”’; and

(4) by inserting after paragraph (3) the fol-
lowing new paragraph:

‘“(4) in the case of a person who is not an
organization, agency, or other entity, is ex-
cluded from participating in a program
under title XVIII or a State health care pro-
gram in accordance with this subsection or
under section 1128 and who, at the time of a
violation of this subsection, retains a direct
or indirect ownership or control interest of 5
percent or more, or an ownership or control
interest (as defined in section 1124(a)(3)) in,
or who is an officer or managing employee
(as defined in section 1126(b)) of, an entity
that is participating in a program under title
XVIII or a State health care program;’’.

(c) MODIFICATIONS OF AMOUNTS OF PEN-
ALTIES AND ASSESSMENTS.—Section 1128A(a)
of the Social Security Act (42 U.S.C. 1320a-
Ta(a)), as amended by subsection (b), is
amended in the matter following paragraph
4)—

(1) by striking
°$10,000"’;

(2) by inserting ‘‘; in cases under paragraph
(4), $10,000 for each day the prohibited rela-
tionship occurs’ after ‘‘false or misleading
information was given’’; and

(3) by striking ‘‘twice the amount’ and in-
serting ‘3 times the amount’’.

(d) CLAIM FOR ITEM OR SERVICE BASED ON
INCORRECT CODING OR MEDICALLY UNNECES-
SARY SERVICES.—Section 1128A(a)(1) of the
Social Security Act (42 U.S.C. 1320a-Ta(a)(1))
is amended—

(1) in subparagraph (A) by striking
“‘claimed,” and inserting ‘‘claimed, including
any person who engages in a pattern or prac-
tice of presenting or causing to be presented
a claim for an item or service that is based
on a code that the person knows or has rea-
son to know will result in a greater payment
to the person than the code the person knows
or has reason to know is applicable to the
item or service actually provided,’’;

(2) in subparagraph (C), by striking ‘“‘or’’ at
the end;

(3) in subparagraph (D), by striking ¢; or”
and inserting *‘, or’’; and

(4) by inserting after subparagraph (D) the
following new subparagraph:

‘(E) is for a medical or other item or serv-
ice that a person knows or has reason to
know is not medically necessary; or’’.

(e) PERMITTING SECRETARY T0 IMPOSE CIVIL
MONETARY PENALTY.—Section 1128A(b) of the
Social Security Act (42 U.S.C. 1320a-Ta(a)) is
amended by adding the following new para-
graph:

‘(3) Any person (including any organiza-
tion, agency, or other entity, but excluding a
beneficiary as defined in subsection (i)(5))
who the Secretary determines has violated
section 1128B(b) of this title shall be subject
to a civil monetary penalty of not more than
$10,000 for each such violation. In addition,
such person shall be subject to an assess-
ment of not more than twice the total
amount of the remuneration offered, paid,
solicited, or received in violation of section
1128B(b). The total amount of remuneration

i)

““$2,000” and inserting
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subject to an assessment shall be calculated
without regard to whether some portion
thereof also may have been intended to serve
a purpose other than one proscribed by sec-
tion 1128B(b).”.

(f) SANCTIONS AGAINST PRACTITIONERS AND
PERSONS FOR FAILURE TO COMPLY WITH STAT-
UTORY OBLIGATIONS.—Section 1156(b)(3) of the
Social Security Act (42 U.S.C. 1320c-5(b)(3)) is
amended by striking ‘‘the actual or esti-
mated cost’” and inserting ‘“up to $10,000 for
each instance’.

(2) PROCEDURAL PROVISIONS.—Section
1876(i)(6) of the Social Security Act (42 U.S.C.
1395mm(i)(6)) is further amended by adding
at the end the following new subparagraph:

‘(D) The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under subparagraph (A)
or (B) in the same manner as they apply to
a civil money penalty or proceeding under
section 1128A(a).”.

(h) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER PRO-
GRAMS OR PLANS.—

(1) OFFER OF REMUNERATION.—Section
1128A(a) of the Social Security Act (42 U.S.C.
1320a—7a(a)) is amended—

(A) by striking ‘‘or” at the end of para-
graph (1)(D);

(B) by striking ‘‘, or” at the end of para-
graph (2) and inserting a semicolon;

(C) by striking the semicolon at the end of
paragraph (3) and inserting ‘‘; or’’; and

(D) by inserting after paragraph (3) the fol-
lowing new paragraph:

‘‘(4) offers to or transfers remuneration to
any individual eligible for benefits under
title XVIII of this Act, or under a State
health care program (as defined in section
1128(h)) that such person knows or should
know is likely to influence such individual
to order or receive from a particular pro-
vider, practitioner, or supplier any item or
service for which payment may be made, in
whole or in part, under title XVIII, or a
State health care program;’’.

2) REMUNERATION DEFINED.—Section
1128A(1) of such Act (42 U.S.C. 1320a-7a(i)) is
amended by adding the following new para-
graph:

‘“(6) The term ‘remuneration’ includes the
waiver of coinsurance and deductible
amounts (or any part thereof), and transfers
of items or services for free or for other than
fair market value. The term ‘remuneration’
does not include—

“‘(A) the waiver of coinsurance and deduct-
ible amounts by a person, if—

‘(i) the waiver is not offered as part of any
advertisement or solicitation;

‘“(ii) the person does not routinely waive
coinsurance or deductible amounts; and

¢(iii) the person—

““(I) waives the coinsurance and deductible
amounts after determining in good faith that
the individual is in financial need;

““(II) fails to collect coinsurance or deduct-
ible amounts after making reasonable collec-
tion efforts; or

““(III) provides for any permissible waiver
as specified in section 1128B(b)(3) or in regu-
lations issued by the Secretary;

‘(B) differentials in coinsurance and de-
ductible amounts as part of a benefit plan
design as long as the differentials have been
disclosed in writing to all beneficiaries, third
party payors, and providers, to whom claims
are presented and as long as the differentials
meet the standards as defined in regulations
promulgated by the Secretary not later than
180 days after the date of the enactment of
the Health Care Fraud and Abuse Prevention
Act of 1995; or

“‘(C) incentives given to individuals to pro-
mote the delivery of preventive care as de-
termined by the Secretary in regulations so
promulgated.”.
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(i) EFFECTIVE DATE.—The amendments
made by this section shall take effect Janu-
ary 1, 1996.

TITLE V—AMENDMENTS TO CRIMINAL

LAW
SEC. 501. HEALTH CARE FRAUD.

(a) IN GENERAL.—

(1) FINES AND IMPRISONMENT FOR HEALTH
CARE FRAUD VIOLATIONS.—Chapter 63 of title
18, United States Code, is amended by adding
at the end the following new section:

“§1347. Health care fraud

‘‘(a) Whoever knowingly and willfully exe-
cutes, or attempts to execute, a scheme or
artifice—

(1) to defraud any health plan or other
person, in connection with the delivery of or
payment for health care benefits, items, or
services; or

““(2) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control of, any health
plan, or person in connection with the deliv-
ery of or payment for health care benefits,
items, or services;
shall be fined under this title or imprisoned
not more than 10 years, or both. If the viola-
tion results in serious bodily injury (as de-
fined in section 1365(g)(3) of this title), such
person may be imprisoned for any term of
years.

“(b) For purposes of this section, the term
‘health plan’ has the same meaning given
such term in section 101(c) of the Health
Care Fraud and Abuse Prevention Act of
1995.”.

(2) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 63 of
title 18, United States Code, is amended by
adding at the end the following:
€“1347. Health care fraud.”.

(b) CRIMINAL FINES DEPOSITED IN THE
HEALTH CARE FRAUD AND ABUSE CONTROL.—
The Secretary of the Treasury shall deposit
into the Health Care Fraud and Abuse Con-
trol established under section 101(b) an
amount equal to the criminal fines imposed
under section 1347 of title 18, United States
Code (relating to health care fraud).

SEC. 502. FORFEITURES FOR FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAL.—Section 982(a) of title 18,
United States Code, is amended by adding
after paragraph (5) the following new para-
graph:

“(6)(A) The court, in imposing sentence on
a person convicted of a Federal health care
offense, shall order the person to forfeit
property, real or personal, that constitutes
or is derived, directly or indirectly, from
proceeds traceable to the commission of the
offense.

‘““(B) For purposes of this paragraph, the
term ‘Federal health care offense’ means a
violation of, or a criminal conspiracy to vio-
late—

‘(i) section 1347 of this title;

‘“(ii) section 1128B of the Social Security
Act;

“(iii) sections 287, 371, 664, 666, 1001, 1027,
1341, 1343, 1920, or 1954 of this title if the vio-
lation or conspiracy relates to health care
fraud; and

‘“(iv) section 501 or 511 of the Employee Re-
tirement Income Security Act of 1974, if the
violation or conspiracy relates to health care
fraud.”.

(b) PROPERTY FORFEITED DEPOSITED IN
HEALTH CARE FRAUD AND ABUSE CONTROL.—
The Secretary of the Treasury shall deposit
into the Health Care Fraud and Abuse Con-
trol established under section 101(b) an
amount equal to amounts resulting from for-
feiture of property by reason of a Federal
health care offense pursuant to section
982(a)(6) of title 18, United States Code.
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SEC. 503. INJUNCTIVE RELIEF RELATING TO FED-
ERAL HEALTH CARE OFFENSES.

(a) IN GENERAL.—Section 1345(a)(1) of title
18, United States Code, is amended—

(1) by striking ‘‘or’” at the end of subpara-
graph (A);

(2) by inserting ‘‘or’’ at the end of subpara-
graph (B); and

(3) by adding at the end the following new
subparagraph:

“(C) committing or about to commit a
Federal health care offense (as defined in
section 982(a)(6)(B) of this title);” .

(b) FREEZING OF ASSETS.—Section 1345(a)(2)
of title 18, United States Code, is amended by
inserting ‘‘or a Federal health care offense
(as defined in section 982(a)(6)(B))”’ after
“title)”.

SEC. 504. GRAND JURY DISCLOSURE.

Section 3322 of title 18, United States Code,
is amended—

(1) by redesignating subsections (¢) and (d)
as subsections (d) and (e), respectively; and

(2) by inserting after subsection (b) the fol-
lowing new subsection:

‘“(¢) A person who is privy to grand jury in-
formation concerning a Federal health care
offense (as defined in section 982(a)(6)(B))—

‘(1) received in the course of duty as an at-
torney for the Government; or

¢“(2) disclosed under rule 6(e)(3)(A)(ii) of the
Federal Rules of Criminal Procedure;
may disclose that information to an attor-
ney for the Government to use in any inves-
tigation or civil proceeding relating to
health care fraud.”.

SEC. 505. FALSE STATEMENTS.

(a) IN GENERAL.—Chapter 47, of title 18,
United States Code, is amended by adding at
the end the following new section:

“§1033. False statements relating to health
care matters

‘“(a) Whoever, in any matter involving a
health plan, knowingly and willfully fal-
sifies, conceals, or covers up by any trick,
scheme, or device a material fact, or makes
any false, fictitious, or fraudulent state-
ments or representations, or makes or uses
any false writing or document knowing the
same to contain any false, fictitious, or
fraudulent statement or entry, shall be fined
under this title or imprisoned not more than
5 years, or both.

‘“(b) For purposes of this section, the term
‘health plan’ has the same meaning given
such term in section 101(c) of the Health
Care Fraud and Abuse Prevention Act of
1995.7.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 47 of
title 18, United States Code, in amended by
adding at the end the following:
¢1033. False statements relating to health

care matters.”.
SEC. 506. OBSTRUCTION OF CRIMINAL INVES-
TIGATIONS OF FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAL.—Chapter 73 of title 18,
United States Code, is amended by adding at
the end the following new section:

“§1518. Obstruction of Criminal Investiga-
tions of Federal Health Care Offenses.

‘“(a) IN GENERAL.—Whoever willfully pre-
vents, obstructs, misleads, delays or at-
tempts to prevent, obstruct, mislead, or
delay the communication of information or
records relating to a Federal health care of-
fense to a criminal investigator shall be
fined under this title or imprisoned not more
than 5 years, or both.

‘“(b) FEDERAL HEALTH CARE OFFENSE.—AS
used in this section the term ‘Federal health
care offense’ has the same meaning given
such term in section 982(a)(6)(B) of this title.

“(c) CRIMINAL INVESTIGATOR.—As used in
this section the term ‘criminal investigator’
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means any individual duly authorized by a
department, agency, or armed force of the
United States to conduct or engage in inves-
tigations for prosecutions for violations of
health care offenses.””.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 73 of
title 18, United States Code, in amended by
adding at the end the following:
¢1518. Obstruction of Criminal Investigations

of Federal Health Care Of-
fenses.”’.
SEC. 507. THEFT OR EMBEZZLEMENT.

(a) IN GENERAL.—Chapter 31 of title 18,
United States Code, is amended by adding at
the end the following new section:

“§669. Theft or Embezzlement in Connection
with Health Care.

‘“(a) IN GENERAL.—Whoever willfully em-
bezzles, steals, or otherwise without author-
ity willfully and unlawfully converts to the
use of any person other than the rightful
owner, or intentionally misapplies any of the
moneys, funds, securities, premiums, credits,
property, or other assets of a health plan,
shall be fined under this title or imprisoned
not more than 10 years, or both.

‘“(b) HEALTH PLAN.—As used in this section
the term ‘health plan’ has the same meaning
given such term in section 101(c) of the
Health Care Fraud and Abuse Prevention Act
of 1995.”.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 31 of
title 18, United States Code, is amended by
adding at the end the following:
¢669. Theft or Embezzlement in Connection

with Health Care.”.
SEC. 508. LAUNDERING OF MONETARY INSTRU-
NTS.

Section 1956(c)(7) of title 18, United States
Code, is amended by adding at the end the
following new subparagraph:

“(F) Any act or activity constituting an
offense involving a Federal health care of-
fense as that term is defined in section
982(a)(6)(B) of this title.”.

SEC. 509. AUTHORIZED INVESTIGATIVE DEMAND
PROCEDURES.

(a) IN GENERAL.—Chapter 233 of title 18,
United States Code, is amended by adding
after section 3485 the following new section:
“§3486. Authorized Investigative Demand

Procedures

‘‘(a) AUTHORIZATION.—

(1) In any investigation relating to func-
tions set forth in paragraph (2), the Attorney
General or designee may issue in writing and
cause to be served a subpoena compelling
production of any records (including any
books, papers, documents, electronic media,
or other objects or tangible things), which
may be relevant to an authorized law en-
forcement inquiry, that a person or legal en-
tity may possess or have care, custody, or
control. A custodian of records may be re-
quired to give testimony concerning the pro-
duction and authentication of such records.
The production of records may be required
from any place in any State or in any terri-
tory or other place subject to the jurisdic-
tion of the United States at any designated
place; except that such production shall not
be required more than 500 miles distant from
the place where the subpoena is served. Wit-
nesses summoned under this section shall be
paid the same fees and mileage that are paid
witnesses in the courts of the United States.
A subpoena requiring the production of
records shall describe the objects required to
be produced and prescribe a return date
within a reasonable period of time within
which the objects can be assembled and made
available.

‘(2) Investigative demands utilizing an ad-
ministrative subpoena are authorized for any
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investigation with respect to any act or ac-
tivity constituting or involving health care
fraud, including a scheme or artifice—

‘““(A) to defraud any health plan or other
person, in connection with the delivery of or
payment for health care benefits, items, or
services; or

‘“(B) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control or, any health
plan, or person in connection with the deliv-
ery of or payment for health care benefits,
items, or services.

‘“(b) SERVICE.—A subpoena issued under
this section may be served by any person
designated in the subpoena to serve it. Serv-
ice upon a natural person may be made by
personal delivery of the subpoena to such
person. Service may be made upon a domes-
tic or foreign association which is subject to
suit under a common name, by delivering the
subpoena to an officer, to a managing or gen-
eral agent, or to any other agent authorized
by appointment or by law to receive service
of process. The affidavit of the person serv-
ing the subpoena entered on a true copy
thereof by the person serving it shall be
proof of service.

‘‘(c) ENFORCEMENT.—In the case of contu-
macy by or refusal to obey a subpoena issued
to any person, the Attorney General may in-
voke the aid of any court of the United
States within the jurisdiction of which the
investigation is carried on or of which the
subpoenaed person is an inhabitant, or in
which such person carries on business or
may be found, to compel compliance with
the subpoena. The court may issue an order
requiring the subpoenaed person to appear
before the Attorney General to produce
records, if go ordered, or to give testimony
touching the matter under investigation.
Any failure to obey the order of the court
may be punished by the court as a contempt
thereof. All process in any such case may be
served in any judicial district in which such
person may be found.

“(d) IMMUNITY FROM CIVIL LIABILITY.—Not-
withstanding any Federal, State, or local
law, any person, including officers, agents,
and employees, receiving a subpoena under
this section, who complies in good faith with
the subpoena and thus produces the mate-
rials sought, shall not be liable in any court
of any State or the United States to any cus-
tomer or other person for such production or
for nondisclosure of that production to the
customer.

‘‘(e) USE IN ACTION AGAINST INDIVIDUALS.—

‘(1) Health information about an indi-
vidual that is disclosed under this section
may not be used in, or disclosed to any per-
son for use in, any administrative, civil, or
criminal action or investigation directed
against the individual who is the subject of
the information unless the action or inves-
tigation arises out of and is directly related
to receipt of health care or payment for
health care or action involving a fraudulent
claim related to health; or if authorized by
an appropriate order of a court of competent
jurisdiction, granted after application show-
ing good cause therefore.

‘“(2) In assessing good cause, the court
shall weigh the public interest and the need
for disclosure against the injury to the pa-
tient, to the physician-patient relationship,
and to the treatment services.

‘(3) Upon the granting of such order, the
court, in determining the extent to which
any disclosure of all or any part of any
record is necessary, shall impose appropriate
safeguards against unauthorized disclosure.

‘(f) HEALTH PLAN.—As used in this section
the term ‘health plan’ has the same meaning
given such term in section 101(c) of the
Health Care Fraud and Abuse Prevention Act
of 1995.”.
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(b) CLERICAL AMENDMENT.—The table of
sections for chapter 223 of title 18, United
States Code, is amended by inserting after
the item relating to section 3405 the fol-
lowing new item:

“§3486. Authorized investigative demand pro-
cedures”.

(¢c) CONFORMING AMENDMENT.—Section
1510(b)(3)(B) of title 18, United States Code, is
amended by inserting ‘‘or a Department of
Justice subpoena (issued under section
3486),” after ‘‘subpoena’.

TITLE VI—STATE HEALTH CARE FRAUD
CONTROL UNITS

SEC. 601. STATE HEALTH CARE FRAUD CONTROL
UNITS.

(a) EXTENSION OF CONCURRENT AUTHORITY
To INVESTIGATE AND PROSECUTE FRAUD IN
OTHER FEDERAL PROGRAMS.—Paragraph (3) of
section 1903(q) of the Social Security Act (42
U.S.C. 1396b(q)) is amended—

(1) by inserting ‘‘(A)” after ‘‘in connection
with’’; and

(2) by striking ‘“‘title.” and inserting ‘‘title;
and (B) upon the approval of the relevant
Federal agency, any aspect of the provision
of health care services and activities of pro-
viders of such services under any Federal
health care program (as defined in section
1128B(F)(1)).”.

(b) EXTENSION OF AUTHORITY TO INVES-
TIGATE AND PROSECUTE PATIENT ABUSE IN
NON-MEDICAID BOARD AND CARE FACILITIES.—
Paragraph (4) of section 1903(q) of the Social
Security Act (42 U.S.C. 1396b(q)) is amended
to read as follows:

““(4)(A) The entity has—

‘(i) procedures for reviewing complaints of
abuse or neglect of patients in health care
facilities which receive payments under the
State plan under this title;

‘“(ii) at the option of the entity, procedures
for reviewing complaints of abuse or neglect
of patients residing in board and care facili-
ties; and

‘‘(iii) where appropriate, procedures for
acting upon such complaints under the
criminal laws of the State or for referring
such complaints to other State agencies for
action.

‘“(B) For purposes of this paragraph, the
term ‘board and care facility’ means a resi-
dential setting which receives payment from
or on behalf of two or more unrelated adults
who reside in such facility, and for whom one
or both of the following is provided:

‘(i) Nursing care services provided by, or
under the supervision of, a registered nurse,
licensed practical nurse, or licensed nursing
assistant.

‘‘(ii) Personal care services that assist resi-
dents with the activities of daily living, in-
cluding personal hygiene, dressing, bathing,
eating, toileting, ambulation, transfer, posi-
tioning, self-medication, body care, travel to
medical services, essential shopping, meal
preparation, laundry, and housework.”’.

TITLE VII-MEDICARE BILLING ABUSE
PREVENTION
701. IMPLEMENTATION OF GENERAL AC-
COUNTING OFFICE RECOMMENDA-
TIONS REGARDING MEDICARE
CLAIMS PROCESSING.

(a) IN GENERAL.—Not later than 90 days
after the date of the enactment of this Act,
the Secretary shall, by regulation, contract,
change order, or otherwise, require medicare
carriers to acquire commercial automatic
data processing equipment (in this title re-
ferred to as ‘‘ADPE’) meeting the require-
ments of section 702 to process medicare part
B claims for the purpose of identifying bill-
ing code abuse.

(b) SUPPLEMENTATION.—Any ADPE ac-
quired in accordance with subsection (a)

SEC.
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shall be used as a supplement to any other
ADPE used in claims processing by medicare
carriers.

(c) STANDARDIZATION.—In order to ensure
uniformity, the Secretary may require that
medicare carriers that use a common claims
processing system acquire common ADPE in
implementing subsection (a).

(d) IMPLEMENTATION DATE.—Any ADPE ac-
quired in accordance with subsection (a)
shall be in use by medicare carriers not later
than 180 days after the date of the enactment
of this Act.

SEC. 702. MINIMUM SOFTWARE REQUIREMENTS.

(a) IN GENERAL.—The requirements de-
scribed in this section are as follows:

(1) The ADPE shall be a commercial item.

(2) The ADPE shall surpass the capability
of ADPE used in the processing of medicare
part B claims for identification of code ma-
nipulation on the day before the date of the
enactment of this Act.

(3) The ADPE shall be capable of being
modified to—

(A) satisfy pertinent statutory require-
ments of the medicare program; and

(B) conform to general policies of the
Health Care Financing Administration re-
garding claims processing.

(b) MINIMUM STANDARDS.—Nothing in this
title shall be construed as preventing the use
of ADPE which exceeds the minimum re-
quirements described in subsection (a).

SEC. 703. DISCLOSURE.

(a) IN GENERAL.—Notwithstanding any
other provision of law, and except as pro-
vided in subsection (b), any ADPE or data re-
lated thereto acquired by medicare carriers
in accordance with section 701(a) shall not be
subject to public disclosure.

(b) EXCEPTION.—The Secretary may au-
thorize the public disclosure of any ADPE or
data related thereto acquired by medicare
carriers in accordance with section 701(a) if
the Secretary determines that—

(1) release of such information is in the
public interest; and

(2) the information to be released is not
protected from disclosure under section
552(b) of title 5, United States Code.

SEC. 704. REVIEW AND MODIFICATION OF REGU-
LATIONS.

Not later than 30 days after the date of the
enactment of this Act, the Secretary shall
order a review of existing regulations, guide-
lines, and other guidance governing medi-
care payment policies and billing code abuse
to determine if revision of or addition to
those regulations, guidelines, or guidance is
necessary to maximize the benefits to the
Federal Government of the use of ADPE ac-
quired pursuant to section 701.

SEC. 705. DEFINITIONS.

For purposes of this title—

(1) The term ‘“‘automatic data processing
equipment’” (ADPE) has the same meaning
as in section 111(a)(2) of the Federal Property
and Administrative Services Act of 1949 (40
U.S.C. 759(a)(2)).

(2) The term ‘billing code abuse’” means
the submission to medicare -carriers of
claims for services that include procedure
codes that do not appropriately describe the
total services provided or otherwise violate
medicare payment policies.

(3) The term ‘‘commercial item’ has the
same meaning as in section 4(12) of the Office
of Federal Procurement Policy Act (41 U.S.C.
403(12)).

(4) The term ‘‘medicare part B> means the
supplementary medical insurance program
authorized under part B of title XVIII of the
Social Security Act (42 U.S.C. 1395j-1395w—4).

(5) The term ‘‘medicare carrier’” means an
entity that has a contract with the Health
Care Financing Administration to determine
and make medicare payments for medicare
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part B benefits payable on a charge basis and
to perform other related functions.

(6) The term ‘‘payment policies’” means
regulations and other rules that govern bill-
ing code abuses such as unbundling, global
service violations, double billing, and unnec-
essary use of assistants at surgery.

(7) The term ‘‘Secretary’’ means the Sec-
retary of Health and Human Services.

SECTION-BY-SECTION OF CHANGES TO S. 245

Fraud and Abuse Control Program: The
All-payer Fraud and Abuse Control Program
is now called the Fraud and Abuse Control
Program as extensions of certain Social Se-
curity Act provisions will be extended to fed-
eral programs only.

The HHS Secretary and the Attorney Gen-
eral will be able to establish the coordinated
anti-fraud and abuse control program by
guidelines rather than by regulation.

The section relating to the disclosure of
ownership information is deleted as the In-
spector General already has standards relat-
ing to the disclosure of this information.

Technical corrections were made to the
section on ensuring access to documenta-
tion.

Health Care Fraud and Abuse Control: The
provision is clarified so that funds that are
dedicated to anti-fraud activities must go
through the appropriations process so that
there is proper congressional oversight.

Anti-Kickback Statute: The Social Secu-
rity Act Anti-Kickback statute is extended
to all federal health care programs (it cur-
rently applies only to the Medicare and Med-
icaid program). The statute would not be ex-
tended to private health care plans.

Health Care Fraud and Abuse Guidance: In
order to give better guidance to the health
care industry, the Inspector General is re-
quired to issue interpretive rulings within 90
days of the date of request. If the Inspector
General does not issue an interpretive rul-
ing, it shall notify the requestor within sixty
days of the request and give the reasons for
denial. Clarifies that a ‘‘substantive ruling”’
is defined as it appears in the Administrative
Procedure Act.

Deletes the requirement that, in order to
issue a special fraud alert, the Inspector
General shall consult the Attorney General.

Reporting of Fraudulent Activities under
Medicare: Deletes the requirement that the
HHS Secretary establish a program through
which Medicare beneficiaries may report
fraud to the Secretary, since such a program
has been established.

Mandatory Exclusion from Participation
in Medicare and Medicaid: Clarifies that
mandatory exclusion from participation in
Medicare and Medicaid is limited to those in-
dividuals convicted of a felony relating to
health care fraud. A permissive exclusion is
created for those convicted of other types of
government fraud.

Permissive Exclusion of Individuals with
Ownership or Control Interest in Sanctioned
Entities: Clarifies that permissive exclusion
of individuals with controlling interest in
sanctioned entities be limited to those who
are either officers of, or managing employees
of, the entity and deletes references to those
individuals who might sit on the board of di-
rectors or who might be an agent of the enti-
ty. Deletes the exclusion authority for those
convicted of a civil monetary penalty (but
retains the conviction and exclusion require-
ments).

Intermediate Sanctions for Medicare
HMO’s: Sets up a requirement that, before
the application of intermediate sanctions
(civil monetary penalty of up to $10,000 per
week) on a Medicare HMO for program viola-
tions, the HHS Secretary must determine
that the HMO has failed to comply with a
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corrective action plan within a reasonable
amount of time. Also states that the Sec-
retary may impose intermediate sanctions
on a Medicare HMO if it is carrying out a
contract in a manner that is substantially
inconsistent with the efficient and effective
administration of the underlying section.

Health Care Fraud and Abuse Data Collec-
tion Program: Requires that final adverse
actions that are reported to the fraud and
abuse data collection program indicate
whether such action is on appeal. Also re-
quires that malpractice decisions not be in-
cluded in the data collection program and
that an identifying number be included along
with the names of health care providers, sup-
pliers, or practitioners who are the subject of
final adverse actions and who are included in
the data collection program. Also exempts
federal agencies from paying fees for disclo-
sure of such information.

Civil Monetary Penalties: The Social Secu-
rity Act civil monetary penalty provisions
are extended to all federal health care pro-
grams (it currently applies to only the Medi-
care and Medicaid programs). Civil monetary
penalties would not be extended to all pri-
vate health care plans.

Excluded Individual Retaining Ownership
Or Control Interest in Participating Entity:
Deletes ‘‘director, agent’ and retains ‘‘offi-
cer or managing employee.”’

Claim for Item or Service Based on Incor-
rect Coding or Medically Unnecessary Serv-
ices: The imposition of a civil monetary pen-
alty for upcoding requires a pattern or prac-
tice of presenting claims. It also changes the
civil monetary penalty standard in the case
of upcoding from ‘‘knows or should knows”
to ‘‘“knows or has reason to know’’ that such
action would result in a greater payment.
The standard for the imposition of a civil
monetary penalty for medically unnecessary
services was changed to ‘‘knows or has rea-
son to know”” as well.

Prohibition Against Offering Inducements
to Individuals Enrolled Under Programs or
Plans: The term ‘‘remuneration’ does not in-
clude differentials in coinsurance and de-
ductible amounts as long as the differentials
have been disclosed in writing to all third
party payors, beneficiaries and providers.
The differentials will meet the standards as
defined in regulations which the Secretary
must promulgate within 180 days. Remunera-
tion also does not include incentives given to
individuals to promote the delivery of pre-
ventive care as determined by the Secretary
within 180 days.

Health Care Fraud Statute: The ‘“Willful”
standard was added to the knowledge stand-
ard of the Title 18 health care fraud statute.
In addition, if violations of the new health
care fraud statute result in serious bodily in-
jury, the violator may be subject to as much
as a life imprisonment sentence.

Forfeitures for Federal Health Care Of-
fenses: The forfeiture provision no longer al-
lows the forfeiture of property that is used in
the commission of a health care fraud of-
fense but calls for the forfeiture of property
that constitutes or is derived (directly or in-
directly) from the proceeds traceable to the
commission of the offense. Fraud in the fed-
eral workmen’s compensation program was
also added to the list of federal health care
offenses.

False Statements: Technical corrections
were made to the false statement section so
that a ‘“‘health plan’ is defined.

Voluntary Disclosure: The requirement to
establish a voluntary disclosure program is
deleted since a similar program was recently
created.

Theft or Embezzlement in Connection with
Health Care: Technical corrections were
made to the theft or embezzlement section
so that ‘‘health plan” is defined.
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Authorized Investigative Demand Proce-
dures: This section gives authority to the
Attorney General or a designee to utilize an
administrative subpoena for investigations
with respect to health care fraud. The In-
spectors General currently have this author-
ity and this section gives the Attorney Gen-
eral or a designee similar authority.

State Health Care Fraud Control Units:
The State Medicaid Control Unit authoriza-
tion language has been changed so that those
units will have concurrent authority to in-
vestigate and prosecute health care fraud in
other Federal programs at the approval of
the relevant federal agency. Their authority
to investigate and prosecute patient abuse
also has been extended into non-Medicaid
“board and care’ facilities.

Commercial Technology for Medicare
Claims Processing: This section requires
Medicare carriers to acquire commercial
automatic data processing equipment to
process Medicare Part B claims for the pur-
pose of identifying billing code abuse.®

By Mr. LEAHY:

S. 1089. A bill to amend the Non-
indigenous Aquatic Nuisance Preven-
tion and Control Act of 1990 to prevent
and control the infestation of Lake
Champlain by zebra mussels, and for
other purposes; to the Committee on
Environment and Public Works.

THE LAKE CHAMPLAIN ZEBRA MUSSEL CONTROL

ACT

e Mr. LEAHY. Mr. President, today I
am pleased to introduce the Lake
Champlain Zebra Mussel Control Act of
1995. A year ago, the Senate accepted
my amendment to address the growing
problem of zebra mussels and their
threat to drinking water systems. Un-
fortunately, the House did not concur,
and now the problem has reached epi-
demic proportions.

We enter a critical stage in our ef-
forts to preserve Lake Champlain and
other Vermont lakes from a zebra mus-
sel explosion that could become an eco-
nomic and ecological catastrophe.
Vermonters have feared the arrival of
this dreaded mollusk for a long time.
We didn’t ask for them, and were pow-
erless to prevent them from arriving on
our lakeshores. But now they are with
us—and they are multiplying out of
control.

In 1993 the mussel was discovered in
the South Lake near Orwell, VT by a
young boy who had learned how to
identify the zebra mussel by a wallet-
sized identification card distributed by
the Lake Champlain Basin Program.
During the summer of 1994, the zebra
mussel larvae reached a density of
about 1,500 to 3,000 per cubic meter.
This year, less than 3 years from the
mussels’ introduction, the Rutland
Herald reported that zebra mussel lar-
vae densities have been found through-
out the lake at about 60,000 to 109,000
per cubic meter with some concentra-
tions as high as 134,000 per cubic
meter—almost as high as the worst
sites in the Great Lakes.

The zebra mussels in Lake Cham-
plain deserve immediate and swift ac-
tion. This pest poses a serious risk to
the water resources throughout
Vermont and the health and safety of
the people of Vermont.
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Twenty-five percent of Vermont’s
families rely on Lake Champlain for
their drinking water. The onslaught of
zebra mussels and their astonishing
ability to establish dense colonies in a
matter of weeks, jeopardizes the intake
pipes for water systems up and down
the shore. Municipal, residential, in-
dustrial, and even the water systems to
motors on recreation boats are threat-
ened. Furthermore, the mussels don’t
just clog the ends of the pipes. Zebra
mussels have been known to establish
colonies in the piping system causing
multiple effects on the quality of
drinking water. A recent Cornell Uni-
versity report points out that

Once in a water intake line, zebra mussels
can colonize any part of the system from the
mouth of the intake in the lake or river to
the distribution pipes within the residence.
Impacts of this colonization include loss of
pumping efficiency, obstruction of foot
valves, putrefactive decay of mussel flesh,
production of obnoxious-tasting and foul-
smelling methane gas, and increased corro-
sion of steel, iron, and copper pipes.

Another potential threat to Vermont
is the =zebra mussel’s impact on
Vermont’s fish stocking program.
These mussels, reproducing at stag-
gering rates, can close off hatchery pip-
ing and are threatening the State’s
multi-million-dollar sport fishing econ-
omy. In fact, Vermont’s largest hatch-
ery in Grand Isle, a $16 million facility,
is risking total shut down if it loses its
ongoing battle with the zebra mussel.
When zebra mussels infest beaches,
summer swimmers are forced to wear
sneakers or sandals to avoid getting
cut from the sharp shells. We can only
speculate what the impact will be on

submerged shipwrecks, real estate,
summer cottages, and the tourism in-
dustry.

Finally, the zebra mussels have ar-
rived without their natural competi-
tors and are spreading through the
lake ecosystem unchecked. As colonies
develop throughout freshwater bodies,
they could displace all seven native
mussel species in the Lake Champlain
Basin, including the endangered black
sandshell mussel. Scientists say all
species are at risk because zebra mus-
sels are known to colonize right on the
backs of native mussels and choke
them off from food and fresh water.
Zebra mussels could throw entire
aquatic ecosystems out of balance by
disrupting the food chain, changing
water chemistry, and altering physical
habitat.

Mr. President, 6 months ago I came
to the Senate floor during the debate
on the unfunded mandates bill to warn
people of the real unfunded mandates
that our States face—zebra mussels is
one of them. While most of my col-
leagues supported S. 1 in an attempt to
ease financial burdens by relaxing na-
tional standards and undermine Fed-
eral regulations, I pointed out that
without national standards, States face
the financial burdens of water pollu-
tion from upstream and out-of-State
polluters, forest decay from acid rain,
and flooding from wetland loss. Today,
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my State faces one of the financial bur-
dens that could have been controlled
with stricter national standards. I have
already mentioned the $16 million
hatchery and the water systems for
one-quarter of my State. My State of
Vermont faces a problem with no
known cure and the costs could be as-
tronomical. I hope that those who sup-
ported S. 1 to reduce State costs by
limiting Federal standards recognize
soon that their effort may have had the
exact opposite effect.

My Lake Champlain Zebra Mussel
Control Act would do five things to ad-
dress the present threat and prevent
further spreading of zebra mussels
throughout the country.

The Lake Champlain Zebra Mussel
Control Act specifically includes Lake
Champlain in Federal programs de-
signed to fight the zebra mussel. As
America’s ‘“‘sixth Great Lake” with one
of the greatest emerging zebra mussel
problems and a destination for thou-
sands of boaters, it is essential that
Lake Champlain be included in any na-
tional effort to address the problem.

My bill also establishes national vol-
untary guidelines for recreational
boaters who are the chief mechanism
for the spread of these mussels within
New England. These guidelines will
help States inform boaters of the steps
they can take personally to stop the
spread of zebra mussels into new areas.
With 70 million people living within 1
day’s drive of Liake Champlian, the po-
tential for the spread of these mussels
to other lakes and waterways is great.
All boaters will know that this is a na-
tional concern with clear protocols on
how to stop the spread, and States can
choose to enforce the guidelines as
mandatory regulations if they believe
the threat is justified.

The legislation also allows States to
work cooperatively on watershed ap-
proaches to the prevention and treat-
ment of zebra mussels. If my State of
Vermont devoted millions of dollars in
time and resources to fight the mussel
and our neighbors on Lake Champlain
did nothing, the effort would be futile.
Section 4 of my bill emphasizes that
sometimes the watershed-based efforts
like those of the Lake Champlain
Basin Program are the best approaches
to complex environmental problems.

The bill designates the University of
Vermont as a Sea Grant College eligi-
ble for =zebra mussel funding. Iron-
ically, the only State in New England
with a confirmed zebra mussel problem
is also the only State in New England
without a Sea Grant College. My bill
changes this. Also, recognizing that
zebra mussels are not just a coastal
problem or a Great Lakes problem any
more, my bill authorizes land-grant
colleges to compete for zebra mussel
research funding.

Finally, my legislation reauthorizes
the Aquatic Nuisance Species Control
Act, Public Law 101-646, and extends
the appropriations authority through
the year 2000. To address the current
need to find control solutions, my bill
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doubles the current appropriation of
the Army Corps of Engineers to $4 mil-
lion. It is crucial that the Army Corps
has adequate funding to pursue zebra
mussel control technology. Since the
Army Corps has used its full authority
in recent years, doubling the author-
ization will assure they have access to
the proper resources to do a thorough
job.

There is one further issue that my
bill does not address, but represents an
important piece of the fight to stop the
introduction of new exotic and harmful
species. The lamprey and the zebra
mussels were both imported through
the ballast tanks of international ship-
pers. In recent years, the ruffe, a small
fish, was introduced the same way and
while it is not yet in Lake Champlain,
its population is expanding in the
Great Lakes. My colleagues Senator
GLENN, the original author of the
Aquatic Nuisance Species Act, and
Senator SARBANES will introduce a bill
that addresses the loopholes in current
ballast water controls that allow ship-
pers to unleash these devastating and
costly pests into our State waters. 1
hope to make America’s fresh water re-
sources completely off limits for expen-
sive and damaging exotic pests. I look
forward to working with Senators
GLENN and SARBANES to address all of
these issues comprehensively.

Mr. President, I present this bill with
the hope that the Senate will act on it
in a timely manner. Every minute that
we delay allows the zebra mussels to
multiply exponentially and risks the
physical and economic health of
Vermont. To turn our backs on this
problem of national significance only
guarantees that it gets much worse.
Just ask my colleagues who knew little
or nothing about zebra mussels as re-
cently as a few years ago, and are now
plagued by their existence.®

By Mr. LEAHY (for himself, Mr.
BROWN and Mr. KERRY):

S. 1090. A bill to amend section 552 of
title 5, United States Code (commonly
known as the Freedom of Information
Act), to provide for public access to in-
formation in an electronic format, and
for other purposes; to the Committee
on the Judiciary.

THE ELECTRONIC FREEDOM OF INFORMATION

IMPROVEMENT ACT OF 1995
e Mr. LEAHY. Mr. President, today I
am joined by Senators BROWN and
KERRY in introducing the Electronic
Freedom of Information Improvement
Act.

This bill would increase public access
to the electronic records of Federal
agencies, and take long overdue steps
to alleviate the delays in processing re-
quests for Government records. In the
last Congress, a unanimous Judiciary
Committee reported the bill, which
then passed the Senate by voice vote
on August 25, 1994.

The emerging national information
infrastructure [NII] will consist of
interconnected computer networks and
databases that can put vast amounts of
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information at users’ fingertips. Such
an information infrastructure will give
the public easy access to the immense
volumes of information generated and
held by the Government. Individual
Federal agencies are already contrib-
uting to the development of the NII by
using technology to make Government
information more easily accessible to
our citizens. For example, the Internet
Multicasting Service [IMS] now posts
massive Government data archives, in-
cluding the Securities and Exchange
Commission EDGAR database, and the
U.S. Patent and Trademark Office
database on the Internet free of charge.
Similarly, FedWorld, a bulletin board
available on the Internet, provides a
gateway to more than 60 Federal agen-
cies.

The Electronic Freedom of Informa-
tion Improvement Act would con-
tribute to that information flow by in-
creasing online access to Government
information, including agency regula-
tions, opinions, and policy statements,
and FOIA-released records that are the
subject of repeated requests.

Some agencies are taking important
steps in this direction. For example,
the Department of Energy compiled a
database of photographs and texts de-
scribing federally-sponsored tests of ra-
diation on human beings and put made
that database available on the World
Wide Web. Now, instead of responding
to multiple requests for the same docu-
ments on Government human irradia-
tion experiments, DOE has efficiently
used technology to make this material
affirmatively available to interested
citizens. This bill would require all
Federal agencies to make records that
are the subject of multiple FOIA re-
quests available electronically.

The bill would also require all Fed-
eral agencies to use technology to
make Government more accessible and
accountable to its citizens by requiring
an assessment of how new computer
systems will enhance agency FOIA op-
erations to avoid erecting barriers that
impede public access.

Federal agencies are increasingly de-
pendent on computers to generate,
store and retrieve records electroni-
cally. This bill would ensure that these
electronic records are available, in a
timely manner, to requesters on the
same basis as paper records. Specifi-
cally, the bill would clarify that FOIA
covers all agency information in any
format and would require agencies to
release records in requested formats
when possible.

The changes proposed in the bill are
not just important for broader citizen
access to Government records. Govern-
ment information is a valuable com-
modity and a national resource. In
fact, the Government is the largest sin-
gle producer and collector of informa-
tion in the United States. It is essen-
tial for American competitiveness that
easy, fast access to that resource be
available.

We have recognized that Government
must take advantage of the benefits of
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new technologies to provide easier and
broader dissemination of information.
In 1993, we passed a law requiring that
people have online access to important
Government publications, such as the
Federal Register, the CONGRESSIONAL
RECORD and other documents put out
by the Government Printing Office.
Earlier this year, House Speaker NEWT
GINGRICH unveiled ‘“Thomas,” an elec-
tronic archive available on the Inter-
net that contains bills and congres-
sional speeches. In his National Per-
formance Review, the Vice-President
has described his vision of the elec-
tronic Government of the future, where
information technology will enable
people to have access to public infor-
mation and services when and where
they want them.

Making Government information
readily available electronically on peo-
ple’s computers can help to revitalize
citizens’ interest in learning what their
Government is doing and better their
understanding of the reasons under-
lying Government actions. This would,
I believe, help reduce cynicism about
Government.

This electronic FOIA bill is an impor-
tant step forward in using technology
to make Government more accessible
and accountable to our citizens.

In addition, Federal agencies must
work to reduce the long delays, which
in some agencies stretch to over 2
years, that it takes to give responses
to FOIA requests. Because of these
delays, newspaper reporters, students
and teachers and others working under
time deadlines, have been frustrated in
using FOIA to meet their research
needs. This works to the detriment of
us all.

These delays are intolerable. This is
not the level of customer service the
American people deserve from their
public servants. The American tax-
payer has paid for the collection and
