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Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Everett 
Ferguson 
Flake 
Fletcher 
Foley 
Forbes 
Fossella 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
Goss 
Graham 
Granger 
Graves 
Green (WI) 
Greenwood 
Grucci 
Gutknecht 
Hansen 
Hart 
Hastert 
Hastings (WA) 
Hayes 
Hayworth 
Hefley 
Herger 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hyde 
Isakson 
Issa 
Istook 
Jenkins 
Johnson (CT) 
Johnson (IL) 
Johnson, Sam 

Jones (NC) 
Keller 
Kelly 
Kennedy (MN) 
Kerns 
King (NY) 
Kingston 
Kirk 
Knollenberg 
Kolbe 
LaHood 
Latham 
LaTourette 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
LoBiondo 
Lucas (OK) 
Manzullo 
McCrery 
McHugh 
McInnis 
McKeon 
Mica 
Miller, Dan 
Miller, Gary 
Miller, Jeff 
Moran (KS) 
Morella 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Osborne 
Ose 
Otter 
Paul 
Pence 
Peterson (PA) 
Petri 
Pickering 
Pitts 
Platts 
Pombo 
Portman 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Ramstad 
Regula 
Rehberg 
Reynolds 
Riley 

Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryan (WI) 
Ryun (KS) 
Saxton 
Schaffer 
Schrock 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (TX) 
Souder 
Stearns 
Stump 
Sullivan 
Sununu 
Sweeney 
Tancredo 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Terry 
Thomas 
Thornberry 
Thune 
Tiahrt 
Tiberi 
Toomey 
Upton 
Vitter 
Walden 
Walsh 
Wamp 
Watkins (OK) 
Watts (OK) 
Weldon (FL) 
Weller 
Whitfield 
Wicker 
Wilson (NM) 
Wolf 
Wu 
Young (AK) 
Young (FL) 

NOT VOTING—6 

Engel 
Oxley 

Roukema 
Traficant 

Weldon (PA) 
Wilson (SC)
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Messrs. SOUDER, SHADEGG, BURR 
of North Carolina, and WU changed 
their vote from ‘‘yea’’ to ‘‘nay.’’ 

Mr. ROTHMAN and Mr. DELAHUNT 
changed their vote from ‘‘nay’’ to 
‘‘yea.’’ 

So the motion to commit was re-
jected. 

The result of the vote was announced 
as above recorded.

The SPEAKER pro tempore. The 
question is on the passage of the Sen-
ate bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

RECORDED VOTE 

Mr. RANGEL. Mr. Speaker, I demand 
a recorded vote. 

A recorded vote was ordered. 

The vote was taken by electronic de-
vice, and there were—ayes 215, noes 214, 
answered ‘‘present’’ 1, not voting 5, as 
follows:

[Roll No. 279] 

AYES—215

Aderholt 
Akin 
Armey 
Bachus 
Baker 
Ballenger 
Barton 
Bass 
Bereuter 
Biggert 
Bilirakis 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Boozman 
Brady (TX) 
Brown (SC) 
Bryant 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Cannon 
Cantor 
Capito 
Castle 
Chabot 
Chambliss 
Coble 
Collins 
Combest 
Cooksey 
Cox 
Crane 
Crenshaw 
Cubin 
Culberson 
Cunningham 
Davis, Jo Ann 
Davis, Tom 
Deal 
DeLay 
DeMint 
Diaz-Balart 
Doolittle 
Dreier 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Everett 
Ferguson 
Flake 
Fletcher 
Foley 
Forbes 
Fossella 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goodlatte 
Goss 

Graham 
Granger 
Graves 
Green (WI) 
Greenwood 
Grucci 
Gutknecht 
Hall (TX) 
Hansen 
Hart 
Hastert 
Hastings (WA) 
Hayworth 
Hefley 
Herger 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hyde 
Isakson 
Issa 
Istook 
Jenkins 
Johnson (CT) 
Johnson (IL) 
Johnson, Sam 
Keller 
Kelly 
Kennedy (MN) 
Kerns 
King (NY) 
Kingston 
Kirk 
Knollenberg 
Kolbe 
Kucinich 
LaHood 
Latham 
LaTourette 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
LoBiondo 
Lucas (OK) 
Manzullo 
McCrery 
McHugh 
McInnis 
McKeon 
Mica 
Miller, Dan 
Miller, Gary 
Miller, Jeff 
Morella 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Osborne 
Ose 
Otter 
Pence 
Peterson (PA) 
Petri 

Pickering 
Pitts 
Platts 
Pombo 
Portman 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Ramstad 
Regula 
Rehberg 
Reynolds 
Riley 
Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryan (WI) 
Ryun (KS) 
Saxton 
Schaffer 
Schrock 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (TX) 
Smith (WA) 
Souder 
Stearns 
Stump 
Sullivan 
Sununu 
Sweeney 
Tancredo 
Tauzin 
Taylor (NC) 
Terry 
Thomas 
Thornberry 
Thune 
Tiahrt 
Tiberi 
Toomey 
Upton 
Vitter 
Walden 
Walsh 
Watkins (OK) 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Whitfield 
Wicker 
Wilson (NM) 
Wilson (SC) 
Wolf 
Young (AK) 
Young (FL) 

NOES—214

Abercrombie 
Ackerman 
Allen 
Andrews 
Baca 
Baird 
Baldacci 
Baldwin 
Barcia 
Barr 
Barrett 
Becerra 
Bentsen 
Berkley 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Bonior 
Borski 
Boswell 

Boucher 
Boyd 
Brady (PA) 
Brown (FL) 
Brown (OH) 
Capps 
Capuano 
Cardin 
Carson (IN) 
Carson (OK) 
Clay 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Crowley 
Cummings 
Davis (CA) 

Davis (FL) 
Davis (IL) 
DeFazio 
DeGette 
Delahunt 
DeLauro 
Deutsch 
Dicks 
Dingell 
Doggett 
Dooley 
Doyle 
Duncan 
Edwards 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Filner 
Ford 
Frank 

Frost 
Gephardt 
Gonzalez 
Goode 
Gordon 
Green (TX) 
Gutierrez 
Hall (OH) 
Harman 
Hastings (FL) 
Hill 
Hilliard 
Hinchey 
Hinojosa 
Hoeffel 
Holden 
Holt 
Honda 
Hooley 
Hoyer 
Inslee 
Israel 
Jackson (IL) 
Jackson-Lee 

(TX) 
Jefferson 
John 
Johnson, E. B. 
Jones (NC) 
Jones (OH) 
Kanjorski 
Kaptur 
Kennedy (RI) 
Kildee 
Kilpatrick 
Kind (WI) 
Kleczka 
LaFalce 
Lampson 
Langevin 
Lantos 
Larsen (WA) 
Larson (CT) 
Lee 
Levin 
Lewis (GA) 
Lipinski 
Lofgren 
Lowey 
Lucas (KY) 

Luther 
Lynch 
Maloney (CT) 
Maloney (NY) 
Markey 
Mascara 
Matheson 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McCollum 
McDermott 
McGovern 
McIntyre 
McKinney 
McNulty 
Meehan 
Meek (FL) 
Meeks (NY) 
Menendez 
Millender-

McDonald 
Miller, George 
Mink 
Mollohan 
Moore 
Moran (KS) 
Moran (VA) 
Murtha 
Nadler 
Napolitano 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Paul 
Payne 
Pelosi 
Peterson (MN) 
Phelps 
Pomeroy 
Price (NC) 
Rahall 
Rangel 
Reyes 

Rivers 
Rodriguez 
Roemer 
Ross 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schakowsky 
Schiff 
Scott 
Serrano 
Sherman 
Shows 
Skelton 
Slaughter 
Snyder 
Solis 
Spratt 
Stark 
Stenholm 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
Thompson (CA) 
Thompson (MS) 
Thurman 
Tierney 
Towns 
Turner 
Udall (CO) 
Udall (NM) 
Velazquez 
Visclosky 
Wamp 
Waters 
Watson (CA) 
Watt (NC) 
Waxman 
Weiner 
Wexler 
Woolsey 
Wu 
Wynn 

ANSWERED ‘‘PRESENT’’—1 

Bartlett 

NOT VOTING—5 

Engel 
Hayes 

Oxley 
Roukema 

Traficant
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Mrs. TAUSCHER changed her vote 
from ‘‘present’’ to ‘‘no.’’ 

So the Senate bill was passed. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table.
Mr. HAYES. Mr. Speaker, on rollcall No. 

279 I was detained on the floor by legislative 
business. Had I voted, I would have voted 
‘‘present.’’

f 

MEDICARE MODERNIZATION AND 
PRESCRIPTION DRUG ACT OF 2002 

Mr. LINDER. Mr. Speaker, by direc-
tion of the Committee on Rules, I call 
up House Resolution 465 and ask for its 
immediate consideration. 

The Clerk read the resolution, as fol-
lows:

H. RES. 465

Resolved, That upon the adoption of this 
resolution it shall be in order without inter-
vention of any point of order (except those 
arising under section 302(f) of the Congres-
sional Budget Act of 1974) to consider in the 
House the bill (H.R. 4954) to amend title 
XVIII of the Social Security Act to provide 
for a voluntary program for prescription 
drug coverage under the Medicare Program, 
to modernize and reform payments and the 
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regulatory structure of the Medicare Pro-
gram, and for other purposes. The bill shall 
be considered as read for amendment. In lieu 
of the amendment recommended by the Com-
mittee on Ways and Means, the amendment 
in the nature of a substitute printed in the 
report of the Committee on Rules accom-
panying this resolution shall be considered 
as adopted. All points of order against the 
bill, as amended, are waived. The previous 
question shall be considered as ordered on 
the bill, as amended, to final passage with-
out intervening motion except: (1) two hours 
of debate on the bill, as amended, with one 
hour equally divided and controlled by the 
chairman and ranking minority member of 
the Committee on Ways and Means and one 
hour equally divided and controlled by the 
chairman and ranking minority member of 
the Committee on Energy and Commerce; 
and (2) one motion to recommit with or 
without instructions. 

The SPEAKER pro tempore (Mr. 
SIMPSON). The gentleman from Georgia 
(Mr. LINDER) is recognized for 1 hour. 

Mr. LINDER. Mr. Speaker, for the 
purpose of debate only, I yield the cus-
tomary 30 minutes to the gentlewoman 
from New York (Mrs. SLAUGHTER), 
pending which I yield myself such time 
as I may consume. 

Mr. Speaker, H. Res. 465 is a closed 
rule that provides 2 hours of debate in 
the House, with 1 hour equally divide 
and controlled by the chairman and 
ranking minority member of the Com-
mittee on Ways and Means and 1 hour 
equally divided and controlled by the 
chairman and ranking minority mem-
ber of the Committee on Energy and 
Commerce. 

H. Res. 465 waives all points of order 
against consideration of the bill, ex-
cept those arising under section 302(f)of 
the Congressional Budget Act of 1974. 
H. Res. 465 provides that in lieu of the 
amendment recommended by the Com-
mittee on Ways and Means, the amend-
ment in the nature of a substitute 
printed in the report of the Committee 
on Rules accompanying this resolution 
shall be considered as adopted. 

The rule waives all points of order 
against the bill as amended and pro-
vides one motion to recommit, with or 
without instructions. 

Mr. Speaker, I urge my colleagues to 
join me in approving this rule so that 
the full House can proceed to consider 
this important Medicare reform legis-
lation. The underlying bill is critically 
important legislation that is designed 
to provide much-needed financial as-
sistance to seniors to ease the burden 
of the rising costs of prescription 
drugs. 

H.R. 4954 seeks to improve the Medi-
care program by introducing free mar-
ket forces in order to bring down drug 
prices and medical costs overall by in-
troducing competition to a program 
that currently has none. 

In addition to unleashing market 
forces on prescription drug prices, the 
bill seeks to move the Medicare+Choice 
program into a more competitive 
structure, the durable medical equip-
ment and off-the-shelf orthotics are 
subject to competitive bidding and, fi-
nally, Medicare contractors will bid 

competitively for business. All of these 
reform elements will help move Medi-
care in the right direction, and our sen-
iors will surely reap the benefits of a 
more consumer-friendly and patient-
sensitive Medicare. 

The House voted on similar legisla-
tion in the 106th Congress but was un-
able to reach agreement with the other 
body and the Clinton White House in 
order to enact a law to help our sen-
iors. Well, with our new administration 
under President Bush now in office, I 
believe the House of Representatives 
needs to seize the historic opportunity 
to move a Medicare prescription drug 
benefit proposal through the 107th Con-
gress in order to give our President a 
chance to sign such important legisla-
tion into law. 

I applaud the hard work and leader-
ship of my friends and colleagues, the 
gentleman from California (Mr. THOM-
AS), the chairman of the Committee on 
Ways and Means, and the gentleman 
from Louisiana (Mr. TAUZIN), the chair-
man of the Committee on Energy and 
Commerce, and their respective rank-
ing members in bringing this legisla-
tion to the House floor today. 

I urge my colleagues on both sides of 
the aisle to support H. Res. 465, a rule 
that will allow the House to consider 
and pass legislation that will improve 
the lives of millions of seniors across 
the country by providing them afford-
able prescription drugs. 

Mr. Speaker, I neglected to say ear-
lier that all time yielded in the pursuit 
of passage of the rule is yielded for the 
purpose of debate only. 

Mr. Speaker, I reserve the balance of 
my time. 

Ms. SLAUGHTER. Mr. Speaker, I 
thank the gentleman from Georgia for 
yielding me the customary 30 minutes, 
and I yield myself such time as I may 
consume. 

(Ms. SLAUGHTER asked and was 
given permission to revise and extend 
her remarks.) 

Ms. SLAUGHTER. Mr. Speaker, with 
the rule before us today, this body is 
being asked to hand over one of the 
most popular government programs in 
history to private insurance compa-
nies. Medicare is a critical program, a 
program that benefits a wide spectrum 
of our constituents and one that Amer-
ican families have come to depend on 
for their loved ones in need. But today, 
in a cynical nod to the pharmaceutical 
industry, the leadership has shut out 
any meaningful debate. No Democrat 
substitute will be allowed, no amend-
ments to guarantee affordable prescrip-
tion drugs for our seniors will be per-
mitted, and anyone voicing dissent has 
been silenced.

b 2100 

Indeed, in the wee hours of this 
morning in the Committee on Rules, 
one of my colleagues made it clear that 
he wanted the free market to deter-
mine drug prices, and declared that 
Medicare was, attention, a Soviet-style 
program, echoing the sentiment made 

by his former leader, Newt Gingrich, 
that Medicare should be allowed ‘‘to 
wither on the vine.’’ 

Make no mistake: the contempt for 
Medicare runs deep within this leader-
ship, as it does for other vital social 
programs. By calling Medicare Soviet-
style, we can be certain that this is not 
a mandate to ensure the future of the 
program, but rather, the opposite. 

Mr. LINDER. Mr. Speaker, will the 
gentlewoman yield? She is misquoting 
something I said, and I would like to 
respond to it. 

The SPEAKER pro tempore (Mr. 
LATOURETTE). The gentleman has not 
been yielded to. 

Mr. LINDER. Will the gentlewoman 
yield? 

Ms. SLAUGHTER. No, I want to fin-
ish my statement. 

Mr. LINDER. She referred directly. 
The SPEAKER pro tempore. The 

time is controlled by the gentlewoman 
from New York. 

Ms. SLAUGHTER. But rather the op-
posite, a call to leave seniors to the 
mercies of the private sector and the 
free market, rather than guarantee 
them livable, affordable health care. 

My constituents and others around 
the Nation are reeling from public pro-
grams that have been turned over to 
the so-called free market. Utility 
rates, cable rates, you name it, the free 
market has ensured exorbitant prices 
with diminished service. Pensions and 
retirement security have taken a simi-
lar beating. 

Moreover, the timing of this proposal 
could not be worse. The proposal places 
the program in the private sector at a 
time when private insurers have 
dropped Medicare+Choice beneficiaries 
by the thousands. 

Private insurers will inevitably alter 
plans and move in and out of markets, 
leading to unpredictability for our sen-
iors. A given drug might be covered one 
month, but not the next. Premiums 
could double from year to year without 
warning. 

The rule before us is one of the most 
heavy-handed procedures to come out 
of the Committee on Rules, and given 
the last few weeks, that is saying 
something. Amendment after amend-
ment was blocked from floor consider-
ation.

My colleague, the gentlewoman from 
Florida (Mrs. THURMAN), and the gen-
tleman from Maine (Mr. ALLEN) had a 
remarkably sensible idea of requiring 
that prescription drug plans negotiate 
with pharmaceuticals for lower pre-
scription drug prices, a necessity be-
fore we put a Federal program on top 
of them. Canada does it, and France 
does it, Germany, Italy, Japan, Brit-
ain. 

Virtually every developed country in 
the world has committed itself to nego-
tiating lower drug prices for its citi-
zens. Even the United States dem-
onstrated remarkable success when ne-
gotiating Cipro prices during the an-
thrax attacks last fall. 

But under this rule, this very sen-
sible amendment will not be permitted. 
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This is even more remarkable when we 
consider that the underlying bill pro-
hibits the Federal Government from 
pushing for lower prescription prices. 

My colleagues, the gentleman from 
New Jersey (Mr. PALLONE) and the gen-
tlewoman from California (Mrs. 
CAPPS), attempted to ensure that all 
seniors have the option of prescription 
drug coverage, especially in those geo-
graphic areas where insurance compa-
nies choose not to offer a plan. Under 
the current bill, there is no guarantee 
that seniors will have access to cov-
erage at all if insurers should decide 
not to cover their area. 

The amendment will never see the 
light of day, however, under this rule. 
Instead, we are left with a fundamen-
tally flawed document that fails our 
constituents on every level. The pro-
posed plan would be administered 
through either HMOs or drug-only in-
surance plans. 

The fact that drug-only insurance 
plans do not exist in the private mar-
ket does not deter proponents from 
their privatization agenda. In fact, 
they are so bent on privatizing the 
drug benefit that they are prepared to 
bribe private plans with a subsidy as 
large as 99.99 percent in order to get 
them to offer drug coverage to seniors, 
regardless of the quality of the service 
or extent of the benefit. 

Mr. Speaker, a little more history 
may be in order. The Medicare program 
was originally created because the pri-
vate sector did not offer affordable and 
reliable health insurance to the elderly 
and the disabled. Health care has cer-
tainly changed in the past 30 years, but 
what has not changed is the fact that 
the private market does not want to 
ensure people who are old, disabled, 
and likely to need care. 

Mr. Speaker, the inadequacies in this 
bill continue, and I will highlight them 
briefly. The measure penalizes seniors 
who receive aid with prescription drug 
costs from charitable, church, or State 
programs by not counting the costs 
paid by those parties toward the indi-
vidual’s Medicare deductible. 

Seniors may actually have to drop 
out of programs like New York’s Elder-
ly Prescription Insurance Coverage, 
the EPIC program, in an attempt to ob-
tain their Medicare benefits. 

The proposal has numerous gaps that 
leave seniors without coverage while 
requiring them to pay premiums. For 
example, earlier this month I received 
a letter from a 71-year-old constituent 
who must take medication to prevent a 
recurrence of a potentially dangerous, 
deadly fungal lung infection. The drug 
costs her nearly $1,000 a month. Under 
the majority plan, this woman would 
still pay well over $3,000 a year for this 
medication, and in addition, she would 
have to drop out of New York’s pro-
gram, which is currently helping her 
with these expenses. 

The proposal includes copayments, 
premiums, and deductibles that will be 
unaffordable for many low- and middle-
income seniors. The $35-per-month pre-

mium is a suggested amount and cer-
tainly not a guarantee. Insurers could 
choose to charge double or triple that 
amount if they chose to. 

The bill is opposed by numerous re-
spected organizations, including the 
National Council on Aging, AARP, 
Families U.S.A., and the National 
Committee to Preserve Social Security 
and Medicare. 

Mr. Speaker, the majority has taken 
the proverbial sow’s ear and is trying 
to convince America it is a silk purse. 
My constituents are not fooled, and I 
hope my colleagues will not be, either.

Mr. Speaker, I yield such time as she 
may consume to the gentlewoman from 
California (Ms. WOOLSEY). 

(Ms. WOOLSEY asked and was given 
permission to revise and extend her re-
marks.) 

Ms. WOOLSEY. Mr. Speaker, I ex-
press my opposition to this sham bill 
that is harmful to senior women.

Mr. Speaker, studies show that older 
women live an average of six years longer 
than men. Often widowed and living alone, the 
average woman age 65 and older struggles to 
survive on an annual income of $15,615. 

During her lifetime she probably spent 17 
years out of the workforce caring for children, 
and perhaps 18 years caring for elderly par-
ents. Her retirement income is also smaller 
because she probably did not receive a pen-
sion, and was paid less than most men. 

As a result, she receives lower Social Secu-
rity benefits. She spends a larger percentage 
of her income on housing costs—leaving less 
money for necessary expenses like utilities, 
food, and health care. This is a particularly dif-
ficult problem because the average older 
woman spends 20 percent of her income each 
year on out-of-pocket health care costs. 

Even though Medicare is not typically 
thought of as a woman’s program, it’s central 
to a woman’s well-being. Because women live 
longer than their male counterparts, they also 
rely on Medicare and its benefits longer.

While Medicare provides women with critical 
access to health care, gaps in the program 
leave women vulnerable to unaffordable out-
of-pocket-costs. According to the Kaiser Fam-
ily Foundation, women account for nearly 7 in 
10 Medicare beneficiaries with incomes below 
the poverty level. 

Similarly, access to affordable prescription 
drugs is a woman’s issue. Why? Because 
women make up a large portion of consumers 
purchasing prescription drugs. 

Women have a greater rate of health prob-
lems since they live longer. They have lower 
incomes, which make access to affordable 
prescription drugs more difficult. In addition, 
because of age, women report more chronic 
conditions that require ongoing treatment, ac-
companied by a regimen of costly drugs. 

As the costs of prescription drugs continue 
to rise these out-of-pocket expenses will con-
tinue to take a higher percentage of older 
women’s limited monthly income. Where do 
we draw the line? When will we enact a drug 
benefit that will allow all seniors to live out 
their lives without being forced to choose be-
tween food or medicine?

It’s time we start considering women’s 
needs when we debate prescription drug pro-
posals. 

Sadly, the GOP’s Medicare modernization 
plan will only perpetuate persistent health care 

disparities among women because it creates 
new gaps in coverage. 

If the GOP plan prevails, seniors won’t feel 
any more certain about their benefits—in fact, 
the GOP proposal allows plans to vary their 
benefits and premiums from one region to an-
other; from one plan to another and, the GOP 
plan provides no guarantees. Their plan would 
privatize prescription drug plans like an HMO 
. . . not put the plan under Medicare. Our 
seniors need more stability and certainty than 
that—especially older women who are count-
ing on Congress to provide a real solution to 
the high cost of prescription drugs. 

Women are major stakeholders in the de-
bate over Medicare’s future and a prescription 
drug benefit. Policies that expand access to 
outpatient prescription drugs and long-term 
care would help fill coverage gaps that drive 
up out-of-pocket spending for women. 

Conversely, policies that erode coverage or 
that shift costs to beneficiaries could affect 
women, especially those with low incomes.

Older women are one of the nation’s 
most at-risk gropus, and a prescription 
drug benefit must meet their needs. 
Understanding the full implications of 
proposed reforms for aging women 
must be an essential component of ef-
forts to preserve and protect medicare 
for generations to come. 

Under the GOP plan, there will be no 
real winners—only struggling sur-
vivors, seniors who manage to make 
ends meet. 

For my constituents and the older 
women in this country, merely getting 
by is not good enough, so instead, let’s 
make everyone a winner by enacting a 
prescription drug benefit that guaran-
tees seniors and women real assistance. 

After a lifetime of taking care of 
their families, older women deserve 
better than what the Republican lead-
ership is proposing. That’s why I 
strongly urge my colleagues to stop 
further debate on this sham of a pro-
posal and get serious about providing 
genuine relief to Medicare recipients. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Ohio (Mrs. 
JONES). 

(Mrs. JONES of Ohio asked and was 
given permission to revise and extend 
her remarks.) 

Mrs. JONES of Ohio. Mr. Speaker, I 
express my opposition to this bill that 
is particularly harmful to senior 
women, like my mother. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
LEE). 

(Ms. LEE asked and was given per-
mission to revise and extend her re-
marks.) 

Ms. LEE. Mr. Speaker, I express my 
opposition to this sham bill that is par-
ticularly harmful to senior women. 
This is a shame. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Indiana (Ms. 
CARSON). 

(Ms. CARSON of Indiana asked and 
was given permission to revise and ex-
tend her remarks.) 
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Ms. CARSON of Indiana. Mr. Speak-

er, I express my opposition to this bill 
that does not allow senior women to be 
able to afford to live, particularly 
those senior women who suffer from 
cardiovascular disease.

Mr. Speaker, I rise in support of the Amer-
ican people. The same American people who 
have been paying too much for prescription 
drugs and have been waiting for years for 
Congress to pass a fair Medicare prescription 
drug benefit. This plan that the Republican 
leadership has brought to the floor is a sham. 

Where is the benefit for our seniors who are 
living on a fixed income and cannot afford 
such a high co-payment? Where is the benefit 
for the women who, because they were stay 
at home mothers and did not earn a pension, 
cannot afford the prescription drugs that are 
needed for a better quality of life. 

The costs of prescription drugs for seniors 
are rising at a rate greater than that of infla-
tion. 

Senior women must be accounted for and 
given a platform regarding prescription drug 
benefits because they make up almost 60% of 
the Medicare population. Without affordable 
benefits, women will be forced to pay ex-
tremely high costs for prescription drugs that 
they already struggle to afford. 

We need a plan that makes prescription 
drugs more affordable for the people who can-
not live without these products. What the Re-
publicans are proposing is not help for sen-
iors, but more heartache. 

The ‘‘plan’’ the Republicans have drawn up 
would not be a benefit to anyone except the 
insurance companies. 

Forcing Medicare recipients into private 
plans which cover less than half of the costs 
of prescription drugs is not a benefit? 

A plan that forces Medicare recipients to 
pay for a gap in coverage of at least $1,800 
a year is not a benefit! 

A plan that does not guarantee the same 
coverage for the entire country, that seniors in 
Indiana could pay a higher premium than 
those in a different part of the country, is not 
a benefit! 

There are over 844,835 people on Medicare 
in my state of Indiana. That is 14% of the pop-
ulation. 44% of these people are under 200% 
of the federal poverty level. I will not go home 
and tell them that I gave away their security to 
a private company trying to make money off of 
their health. 

Prescription drug benefits are particularly 
crucial for women because they tend to live an 
average of 6 years longer than men and are 
more likely to suffer from prolonged chronic ill-
ness. Senior women have a longer period of 
time to incur out of pocket cost to pay for pre-
scription drugs and deserve to be provided 
with considerable benefits. 

Not only do women tend to live longer than 
men, but they are also at an unfair disadvan-
tage where their income is concerned. The av-
erage annual income for women age 65 and 
older is $15,615, which is only half of the an-
nual income of men. Recent surveys indicate 
that eight out of ten women on Medicare, ap-
proximately 17 million women, use prescription 
drugs regularly and most pay for these medi-
cations themselves. Senior women have a lim-
ited income and must receive affordable pre-
scription drug benefits that they can rely on. 

How dare the Republicans try to give to the 
seniors of this country a plan that is not equal 

to what they receive as Members of Congress! 
They have stated over and over that seniors 
deserve the same coverage as Members of 
Congress. 

When the non-partisan Congressional Re-
search Service did a comparison of the drug 
benefit under the Blue Cross-Blue Shield 
Standard option available to Federal Employ-
ees to the Democrat and Republican prescrip-
tion drug plans, they found that the Repub-
lican plan would give about 40% of the cov-
erage Members of Congress receive, but the 
Democratic plan would give comparable cov-
erage. 

In addition, when given the opportunity to 
rectify this gap in coverage, the Republicans 
on the Committee voted against giving this 
same coverage. 

Whay type of thinking is this? 
Give the minority a voice! Let there be a 

vote on the Democratic Medicare Prescription 
Drug benefit, a plan that actually helps seniors 
and does not hurt them! 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Mrs. 
NAPOLITANO). 

(Mrs. NAPOLITANO asked and was 
given permission to revise and extend 
her remarks.) 

Mrs. NAPOLITANO. Mr. Speaker, I 
express my opposition to this shameful 
bill that is particularly harmful to our 
senior women who live longer and have 
the largest consumption of purchases 
of drugs.

PARLIAMENTARY INQUIRY 
Mr. LINDER. Parliamentary inquiry, 

Mr. Speaker. 
The SPEAKER pro tempore. The gen-

tleman from Georgia will state his par-
liamentary inquiry. 

Mr. LINDER. Mr. Speaker, at what 
point does this series of speeches be-
come credited against their time? 

The SPEAKER pro tempore. After 
their request for unanimous consent to 
revise and extend their remarks in op-
position, the Chair will count against 
the minority’s time any speeches that 
are given. To this point, the Chair has 
not heard any. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Hawaii (Mrs. 
MINK). 

(Mrs. MINK of Hawaii asked and was 
given permission to revise and extend 
her remarks.)

Mrs. MINK of Hawaii. Mr. Speaker, I 
rise on behalf of my constituents to op-
pose the rule and the passage of this 
bill as a fatal step towards privatiza-
tion of Social Security.

Mr. Speaker, I rise today to urge my col-
leagues to oppose the Republican’s prescrip-
tion drug benefit plan because it does not pro-
vide a meaningful prescription drug benefit. 

There are 40 million elderly and disabled 
people enrolled in Medicare. They need Medi-
care to obtain basic health care coverage. Un-
fortunately, the program has a very limited 
prescription drug benefit. Since Congress cre-
ated Medicare in 1965, it has struggled to find 
a way to create an adequate prescription drug 
benefit. 

Prescription drug expenditures have grown 
at a double-digit rate almost every year since 

1980. Congress needs to act now to help 
those currently in the system and the esti-
mated 77 million Americans who will be in 
Medicare by 2030. These Americans expect to 
obtain affordable prescription drugs through 
Medicare. Congress cannot wait any longer. It 
must create a prescription drug benefit. 

Even though creating a prescription drug 
benefit is one of the most important bills of 
this Congress, the Republican leadership has 
prohibited members of the House from offering 
amendments or even voting on the Demo-
crat’s substitute. Since the Republicans began 
their rule, they have imposed ‘‘gag’’ rules to 
prevent a full debate on may important issues. 
In a chamber dedicated to the principles of de-
mocracy and a free and open debate, it is un-
acceptable for the Republican leadership to 
prevent members from even considering other 
prescription drug plans or amending the Re-
publican plan. The House should have an op-
portunity to amend the bill created by the Re-
publican leadership because it is flawed. It is 
not a guaranteed Medicare benefit. It relies on 
HMOs and other private insurance companies, 
who may restrict benefits at any time. 

The Republican’s bill (H.R. 4954) does not 
create a defined prescription drug benefit 
under Medicare. It subsidizes private insur-
ance companies, who will offer prescription 
drug coverage to Medicare beneficiaries. This 
plan leaves the elderly alone in a fight with pri-
vate insurance companies to obtain the pre-
scription drug coverage they need. 

H.R. 4954 does not specifically define the 
type of benefit that insurance companies must 
provide. The insurance companies can create 
strict rules that limit access to certain expen-
sive drugs that could hurt a company’s bottom 
line. Doctors will prescribe medicine without 
any assurance that seniors will be able to ob-
tain them through their private insurer. 

Additionally, insurance companies can limit 
which pharmacies participate in their network. 
Seniors in rural areas may be forced to travel 
many miles to find a pharmacy that is ‘‘accept-
able’’ to their private insurance provider. 

By relying on private insurers, the elderly 
will not even know how much their monthly 
premium will cost. The Republicans think it will 
be $35 per month. It might be higher. It might 
be lower. Premiums could vary from county to 
county and year to year. The monthly pre-
miums in the Republican’s prescription drug 
benefit plan could rise beyond the resources 
of the disabled and the elderly. In Nevada, the 
only state where a similar plan is offered, pre-
miums exceed $80 per month. 

The Republican plan does not provide suffi-
cient coverage. It covers less than a quarter of 
Medicare beneficiaries’ estimated drug costs 
over the next 10 years, and the complicated 
coverage formula has a large hole. After pro-
viding partial coverage on the first $2,000 sen-
iors spend on prescription drugs, the Repub-
lican plan does not provide any additional help 
until they pay $3,800. It does not cover ex-
penses between $2,000 and $3,800. The el-
derly must find a way to pay for these ex-
penses by themselves. 

America needs a prescription drug plan that 
truly helps the elderly obtain the drugs they 
desperately need. We do not need a plan that 
exposes Medicare beneficiaries to the whims 
of private insurance companies who are more 
interested in profits than providing comprehen-
sive benefits. 

Under the Democratic proposal, which the 
Republicans refused to debate: the monthly 
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premium is locked in at $25, the annual de-
ductible is only $100, Medicare pays 80% of 
seniors’ drug costs up to $2,000, and there is 
a $2,000 out-of-pocket limit per beneficiary per 
year. 

The Democratic proposal fully integrates 
prescription drug benefits into the Medicare 
program. It allows the elderly to rely on their 
governmental prescription drug benefit, rather 
than depending on the generosity of profit 
driven insurance companies. 

This House has an opportunity to pass leg-
islation to help disabled and elderly women 
obtain affordable prescription drugs. I urge my 
colleagues to support the Democratic plan to 
create a simple prescription drug plan that 
helps all seniors pay for the skyrocketing cost 
of prescription drugs. I urge my colleagues to 
vote against the Republican bill because it 
fails to do this.
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore. The 
Chair would advise the gentlewoman 
from New York that one came close to 
debate. 

Ms. SLAUGHTER. Mr. Speaker, we 
will watch it. 

Mr. Speaker, I yield such time as she 
may consume to the gentlewoman from 
California (Ms. ROYBAL-ALLARD). 

(Ms. ROYBAL-ALLARD asked and 
was given permission to revise and ex-
tend her remarks.) 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
I rise to express my strong opposition 
to this irresponsible bill that is par-
ticularly harmful to women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Florida (Mrs. 
THURMAN). 

(Mrs. THURMAN asked and was 
given permission to revise and extend 
her remarks.) 

Mrs. THURMAN. Mr. Speaker, I ex-
press my opposition to this rule and to 
this sham bill that is particularly 
harmful to senior women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from New York (Mrs. 
MCCARTHY). 

(Mrs. MCCARTHY of New York asked 
and was given permission to revise and 
extend her remarks.) 

Mrs. MCCARTHY of New York. Mr. 
Speaker, I express my opposition to 
this sham bill that is particularly 
harmful to senior women.

I have seen much in my lifetime, but 
nothing like the blatant disregard for 
America’s seniors by House Republican 
Leadership. Prescription Drugs is a life 
and death issue affecting millions of 
seniors. 

This body should not be forced to de-
bate a bill severaly lacking in sub-
stance and without even the oppor-
tunity for a discussion on an alter-
native. 

Unfortunately, there is no room for 
discussion. 

There is no room for options. 
There is no chance for an open, con-

structive and spirited debate on what 
America’s seniors need most—a Pre-
scription Drug Benefit under Medicare. 

The bill before us today is nothing 
but a SHAM proposal, which does noth-

ing to provide a real, guaranteed pre-
scription drug benefit to our nation’s 
seniors. 

I was a nurse before I came to Con-
gress. Let me tell you what this bill 
does not do for America’s seniors. 

This bill does not bring down the cost 
of prescription drugs. 

This bill does not guarantee a pre-
scription drug benefit for seniors; and 
This bill does not guarantee coverage 
for any drug prescribed by their doctor. 

What the bill does do, however, is to 
provide benefits to insurance compa-
nies. 

As a nurse, the worst aspect of this 
bill to me is that the higher your drug 
bills get, the less help you get with 
paying those bills. 

Our seniors deserve a plan that is 
guaranteed and affordable. They should 
not have to worry about coverage gaps, 
or which pharmacy they can go to for 
their prescription drugs. 

And they certainly shouldn’t be lim-
ited to which drugs their doctor can 
prescribe. 

We owe our seniors more than vague 
promises. We owe them a prescription 
drug benefit that will be there when-
ever they need it, and for whatever 
drug their doctor prescribes. 

We owe it to the American people not 
to support this sham Prescription Drug 
Bill. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Mrs. 
TAUSCHER). 

(Mrs. TAUSCHER asked and was 
given permission to revise and extend 
her remarks.) 

Mrs. TAUSCHER. Mr. Speaker, I ex-
press my opposition to this sham bill 
that is particularly harmful to senior 
women, my sisters, and my mother. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Michigan (Ms. 
KILPATRICK). 

(Ms. KILPATRICK asked and was 
given permission to revise and extend 
her remarks.) 

Ms. KILPATRICK. Mr. Speaker, I ex-
press my opposition to this sham Re-
publican bill that is harmful to women 
all over America.

Mr. Speaker, I rise today to stress the im-
portance of providing a meaningful prescrip-
tion drug benefit for seniors in our nation. We 
have paid lip service for too long and now is 
the time for Members of Congress to deliver 
good on our word. 

However, while we need to enact a pre-
scription drug coverage under Medicare, we 
cannot afford to enact a benefit that is any-
thing less than what seniors deserve—a 
meaningful benefit that is voluntary and uni-
versal and will provide seniors with affordable 
prescription drugs. The plan that Republicans 
plan to offer does not meet these important 
goals. 

Most importantly, the proposed Republican 
plan does not provide seniors with the promise 
of guaranteed universal coverage. What does 
this mean? The Republican plan relies on pri-
vate insurance plans or Medicare HMOs to 
offer prescription drug coverage to seniors and 

offers no concrete or strict guidelines for bene-
fits. Simply put, Republicans have put the in-
dustry’s interests above those of seniors. Sen-
iors will be given no guarantee of meaningful 
drug coverage and will be at the mercy of the 
private industry. Seniors have worked too hard 
and contributed too much to this nation for us 
to give them anything but the best we can. 
And, Mr. Speaker, the Republican plan is defi-
nitely not the best we can do—it is far from it. 

Democrats are committed to providing a uni-
versal, comprehensive drug benefit through 
Medicare for all seniors. We also are com-
mitted to addressing the high cost of prescrip-
tion drugs that have skyrocketed out of con-
trol. It is time for Congress to deliver on our 
promise and provide seniors with a true pre-
scription drug benefit. Anything less is unsatis-
factory. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Minnesota (Ms. 
MCCOLLUM). 

(Ms. MCCOLLUM asked and was 
given permission to revise and extend 
her remarks.) 

Ms. MCCOLLUM. Mr. Speaker, I ex-
press my opposition to this sham bill 
that is particularly harmful to senior 
women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Florida (Ms. 
BROWN). 

Ms. BROWN of Florida. Mr. Speaker, 
I ask unanimous consent to revise and 
extend my remarks, and I rise against 
this shameful GOP prescription drug 
so-called benefit that is very much 
against my grandmother and all of the 
grandmothers in this country. 

Mr. CUNNINGHAM. Mr. Speaker, I 
object. I object to the last one. 

The SPEAKER pro tempore. There 
was objection to the statement of the 
gentlewoman from Florida. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Florida (Mrs. 
MEEK). 

(Mrs. MEEK of Florida asked and was 
given permission to revise and extend 
her remarks.) 

Mrs. MEEK of Florida. Mr. Speaker, 
this is a sham bill. I represent senior 
women very seriously.

Mr. Speaker, I rise in strong opposition to 
both the ‘‘sham’’ prescription drug bill that the 
Republican leadership has brought to the floor 
today, and to the unconscionable Rule that the 
Republican Leadership has proposed, a Rule 
that denies the Democrats an opportunity to 
offer a Substitute bill providing real prescrip-
tion drug coverage through Medicare. 

Mr. Speaker, no one in America should 
have to choose between buying medicine or 
food, between paying their utility bills or their 
drug store account, between taking their medi-
cine or living in pain and discomfort. Yet this 
is the problem that many of our people face 
every day and we all know it. ‘‘Miracle drugs,’’ 
no matter how innovative or effective, are 
worthless to those who cannot afford them. 
Yet today there are huge numbers of seniors 
who are unable to follow their doctor’s orders 
because they cannot afford the medications 
their doctors prescribe. 

The problem is obvious and so is the solu-
tion. Unfortunately, it involves the one thing 
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that our people want and that the Republican 
Leadership steadfastly refuses to provide: a 
real prescription drug benefit through Medi-
care. 

The Republican Leadership knows that 
American people want a real prescription drug 
benefit through Medicare. The Republican 
Leadership’s efforts to pass this bill are at-
tempt to create an illusion for the voters this 
fall. They want to give their candidates a talk-
ing point with the voters so they can say that 
they support prescription drug coverage with-
out actually having to provide it. This is a 
sham. Our seniors deserve much better. 

Mr. Speaker, America’s seniors, particularly 
older women, need comprehensive prescrip-
tion drug coverage through Medicare and fair 
drug pricing. The Republican bill on the floor 
provides neither. The Republican bill is un-
workable, unreliable and grossly inadequate. 

Mr. Speaker, America’s seniors do not want 
to be left to their own devices and sent on a 
wild goose chase shopping for private drug 
plans with no guaranteed benefits, plans that 
private health insurers do not even want to 
offer. They should not have to join an HMO 
that tells them where they are able to fill their 
prescriptions in order to get drug coverage. 
They deserve the reductions in drug prices 
that can only be obtained if we pass a real 
prescription drug bill that takes advantage of 
the purchasing power of Medicare’s 40 million 
beneficiaries. 

While I am outraged by the Republican 
Leadership’s refusal to allow the Democrats 
an opportunity to offer a Substitute, I certainly 
understand the reason for it and so do the 
American people. The Republican Leadership 
will not allow the Democrats to offer a Sub-
stitute because they know their bill cannot 
withstand a ‘‘side by side’’ comparison with 
the Democratic Substitute. 

The Democratic Substitute that the Repub-
lican Leadership will not allow to be debated 
and voted on has a yearly out of pocket limit 
on drug costs of $2000. Why would the Re-
publican Leadership want to highlight the fact 
that under their bill, seniors will have to pay 
$100% of their drug costs between $2000 and 
$3700 when nearly one half of all seniors 
have drug costs over $2000 and would be 
subject to this gap in coverage? 

Why would the Republican Leadership want 
a comparison between a Republican bill that 
will force seniors into private HMO’s and re-
strict patients’ choice of drugs and pharmacies 
and a Democratic Substitute that guarantees 
affordable, dependable, comprehensive drug 
coverage at a uniform price while preserving 
freedom of choice for seniors? 

Why should seniors in different states pay 
different premiums for the exact same benefits 
as the Republican bill will permit? 

Now some will in this body will contend that 
a real comprehensive prescription drug benefit 
through Medicare is simply not affordable. I 
say that anybody that can find the funds to 
grant the bloated tax relief for the rich that this 
House has provided, including $1.2 trillion in 
estate tax relief for the millionaires in this 
country, surely can find a way to pay for a real 
prescription drug benefit. It’s simply a matter 
of our priorities. 

Mr. Speaker, the affordability of providing a 
real prescription drug benefit is a fair subject 
for debate and should be debated. But this 
surely is a reason why the Democratic Sub-
stitute needs to be debated and voted upon. 

It is not a reason to keep the Democratic Sub-
stitute from the floor. If a Member of this body 
believes that we can not afford the real pre-
scription drug benefit that the Democratic Sub-
stitute provides, then I say: vote against it. 

So the reasons for the Republican Leader-
ship’s approach to this issue are clear as they 
are deplorable. They want a press release for 
the fall elections, not a real drug benefit and 
they don’t want to take the heat that would 
come from a side by side comparison of the 
Republican ‘‘pretend’’ bill and the Democratic 
Substitute. 

I urge all my Colleagues. Reject this unfair, 
one-sided process. Let’s have a full and fair 
debate and produce a real prescription drug 
benefit. Defeat the proposed rule; pass a fair 
rule that allows a Democratic Substitute; Vote 
for the Democratic Substitute and reject the 
Republican Leadership’s bill. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Texas (Ms. 
EDDIE BERNICE JOHNSON). 

(Ms. EDDIE BERNICE JOHNSON of 
Texas asked and was given permission 
to revise and extend her remarks.) 

Ms. EDDIE BERNICE JOHNSON of 
Texas. Mr. Speaker, I express my oppo-
sition to this bill because it does hurt 
senior women, in particular, and is an-
other big windfall for the corporate in-
dustry. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
LOFGREN). 

Ms. LOFGREN. Mr. Speaker, I rise to 
express my opposition to this bogus 
bill that will hurt older women.

Mr. Speaker, today, prescription drugs play 
a larger role in modern medicine than ever be-
fore. Prescription drugs are used as com-
plements to surgical procedures, as sub-
stitutes for surgery, and to help reduce future 
health risks and treat many chronic health 
conditions. Yet those who need them the 
most, older adults, and we know that the ma-
jority of seniors are women, often find them-
selves without either affordable prescription 
drugs coverage or the means to pay for their 
prescription drugs needs. 

Women on average live longer and are 
more likely to suffer from prolonged chronic ill-
ness. In fact, women on Medicare spend near-
ly 20% more for prescription drugs than men. 
And—with women’s poverty rates twice that of 
men, prescription drug costs take a bigger bite 
out of women’s limited income. 

It is a shame that we are not considering a 
real prescription drug benefit today, one that 
would benefit all seniors. Under the Repub-
lican bill, the more a senior woman spends for 
prescription drugs, the less coverage she gets. 
For some reason, the Republican bill forces 
seniors, your mother, your grandmother, to 
pay a higher percentage of costs as their 
needs increase. Mr. Speaker, does this makes 
any sense? 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
MILLENDER-MCDONALD). 

(Ms. MILLENDER-MCDONALD asked 
and was given permission to revise and 
extend her remarks.) 

Ms. MILLENDER-MCDONALD. Mr. 
Speaker, I express my opposition to 

this bill that is particularly harmful to 
senior women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Nevada (Ms. 
BERKLEY). 

(Ms. BERKLEY asked and was given 
permission to revise and extend her re-
marks.) 

Ms. BERKLEY. Mr. Speaker, I ex-
press my opposition to this shameful 
bill that is particularly harmful to the 
senior women in my district. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
SOLIS). 

(Ms. SOLIS asked and was given per-
mission to revise and extend her re-
marks.) 

Ms. SOLIS. Mr. Speaker, I express 
my opposition to this bill. 

(The following sentence was deliv-
ered in Spanish.) 

Mr. Speaker, for all of the old women 
who can hear me loud and clear, this is 
another tactic for the Republicans to 
take away your medication. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Ohio (Ms. KAP-
TUR). 

Ms. KAPTUR. Mr. Speaker, I ask 
unanimous consent to revise and ex-
tend my remarks.

Mr. Speaker, I express my strong op-
position to this pitiful bill that denies 
senior women across America access to 
affordable prescription drugs because 
the Republicans gave all the money 
away to companies like Enron in tax 
cuts, and they were not deserved.

Mr. CUNNINGHAM. Mr. Speaker, I 
object. 

The SPEAKER pro tempore. An ob-
jection is heard to the last request to 
revise and extend. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Oregon (Ms. 
HOOLEY). 

(Ms. HOOLEY of Oregon asked and 
was given permission to revise and ex-
tend her remarks.) 

Ms. HOOLEY of Oregon. Mr. Speaker, 
I rise against the Republican no-benefit 
prescription drug proposal that is 
harmful to seniors in my State. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Mrs. 
DAVIS). 

(Mrs. DAVIS of California asked and 
was given permission to revise and ex-
tend her remarks.) 

Mrs. DAVIS of California. Mr. Speak-
er, I express my opposition to this un-
acceptable bill that is particularly 
harmful to senior women in my dis-
trict.

Mr. Speaker, I rise today to talk about H.R. 
4954, the Medicare Modernization and Pre-
scription Drug Act and its implications for our 
seniors. In particular, I would like to discuss 
how women fare under this proposal before 
us. 

Women are literally the face of Medicare. 
They comprise 58 percent of the Medicare 
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population at age 65 and represent 71 percent 
of beneficiaries at age 85. Any potential pre-
scription drug plan must be evaluated with re-
gard to its impact on women—if it works for 
women, it works for everyone. 

When Medicare was established in the 
1960s, the biggest need was insurance cov-
erage for hospital stays and doctor visits, not 
prescription drugs. The focus then was on pro-
viding relief for acute conditions, not chronic. 

Today more than 88 percent of Medicare’s 
42 million beneficiaries use prescription drugs. 
The average senior takes four prescriptions 
daily and fills an average of 18 prescriptions a 
year. 

The use of prescription drugs is more pro-
nounced among women. Beginning at midlife, 
women have a higher incidence of chronic ill-
ness than men. The average woman age 65 
and over lives nearly seven years longer than 
the average man and relies on Medicare for 
her health insurance coverage for more years. 

While most women on Medicare use pre-
scription drugs regularly, over 1⁄4 of these 
beneficiaries—nearly six million women—lack 
any prescription drug coverage. 

Out-of-pocket spending for prescription 
drugs place a disproportionate burden on 
older women who have retirement incomes 
that are roughly half than those of men. In 
2000, the average income for women over 65 
was $15,638, compared to $29,329 for men. 

Even though women have significantly 
smaller incomes than men, they spend a larg-
er proportion of their income on out-of-pocket 
health costs. Women over 65 spend 20 per-
cent in comparison to the 17 percent spent by 
men. These expenses increase to 27 percent 
for women 85 and older. 

Older women are one of our nation’s most 
vulnerable groups and providing affordable 
prescription drug coverage is critical to improv-
ing their quality of life. 

Unfortunately, the proposal before us today 
does not achieve this objective. This legisla-
tion does not guarantee any specific benefit. 
Instead, the bill provides subsidies to insur-
ance companies to provide private insurance 
to seniors. The coverage and $33 premium 
mentioned today would only be available to 
beneficiaries who can find a private plan that 
offers it. All these figures depend on what 
HMOs and private drug insurance plans want 
to charge. 

H.R. 4954 provides less than one-quarter of 
the amount seniors are estimated to pay for 
prescription drugs over 10 years. In fact, it 
leaves seniors wholly responsible for costs be-
tween $2000 and $3700. Nearly half of all 
seniors’ annual drug costs are above $2000. I 
cannot support a plan that subjects seniors to 
a gap in coverage. These seniors will not re-
ceive any help with their drug bills for at least 
part of the year, even though they continue to 
pay premiums. 

I am committed to passing a fair prescription 
drug plan under Medicare that does not stifle 
innovation or eliminate choice in coverage. 
Seniors need assistance in order to obtain 
prescription drugs to treat or prevent illness. 

In addition, I am disappointed that today’s 
activities will not include a discussion of an al-
ternative bill. As our senior population con-
tinues to grow, we must take a comprehensive 
look at all of our options in order to provide 
seniors with real benefits. 

Instead of H.R. 4954, I support a meaningful 
prescription drug benefit that does not handi-

cap our seniors at a time when they most 
need assistance. The plan I support builds on 
the existing Medicare system and provides 
seniors with guaranteed benefits, premiums, 
and cost sharing for all beneficiaries. Not esti-
mates. The federal government would use the 
collective bargaining clout of all Medicare 
beneficiaries to negotiate fair drug prices and 
these savings would be passed on to our sen-
iors. 

American seniors want, need, and deserve 
real prescription drug coverage. The Medicare 
Modernization and Prescription Drug Act es-
tablishes a complex program that offers mod-
est benefits at most. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from New York (Ms. 
VELÁZQUEZ). 

(Ms. VELÁZQUEZ asked and was 
given permission to revise and extend 
her remarks.) 

Ms. VELÁZQUEZ. Mr. Speaker, I ex-
press my opposition to this sham bill 
that is a giveaway to the pharma-
ceutical industry at the expense of sen-
iors and especially women in our coun-
try.

Mr. Speaker, I rise today in opposition to 
this legislation. While we all agree that today’s 
elderly need and deserve a prescription drug 
benefit, I am afraid this proposal is not the an-
swer. 

If we are lucky enough, our parents are still 
with us. And we know how they can live 
longer and more active lives with the new 
medical treatments that exist today. Some of 
our parents already face—and some of us in 
the not so distant future may face—the issue 
of drug affordability—drugs that help us to live 
life to the fullest. 

We are in the middle of a health care crisis 
in this Nation. Drug prices rose 17 percent last 
year alone—after five years of double-digit 
spikes. The prices of popular and heavily-mar-
keted drugs increased even more—an incred-
ible 34 percent. 

No one doubts that something must be 
done—and fast. But passing legislation that 
makes two wrongs does not make a right. As 
Ranking member of the Small Business Com-
mittee, I want to point out how this plan fails 
in two critical ways. 

First, it fails our seniors. It does nothing to 
provide a comprehensive, affordable drug ben-
efit with Medicare. Second, it fails small com-
munity pharmacists. These pharmacists serve 
a vital purpose in our communities. The corner 
drug stores anchor our neighborhoods and the 
local pharmacist counsels our seniors about 
their medications. 

Once again, through the lens of this pro-
posal, we see who the Republicans care 
about most—big business—the pharma-
ceuticals, the health care companies. Not the 
little people—seniors citizens that give so 
much back to our communities and the corner 
drug stores they visit and depend on each and 
every day. 

Mr. Speaker, this is a bad plan. It enriches 
a handful of corporations at the expense of 
seniors and the small businesses across the 
country that serve them—without even deliv-
ering on the promise of comprehensive, af-
fordable prescription drug coverage. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Michigan (Ms. 
RIVERS). 

(Ms. RIVERS asked and was given 
permission to revise and extend her re-
marks.) 

Ms. RIVERS. Mr. Speaker, I express 
my opposition to this terrible bill that 
is particularly harmful to senior 
women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
WATSON). 

(Ms. WATSON of California asked 
and was given permission to revise and 
extend her remarks.) 

Ms. WATSON of California. Mr. 
Speaker, I rise to express my opposi-
tion to this most deceptive bill that is 
particularly harmful to my 92-year-old 
mother and other senior women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from North Carolina 
(Mrs. CLAYTON). 

(Mrs. CLAYTON asked and was given 
permission to revise and extend her re-
marks.) 

Mrs. CLAYTON. Mr. Speaker, I ex-
press my opposition to this sham bill 
that is particularly harmful to older 
women who live longer, have more dis-
eases, have less money, and need pre-
scription drugs that they can afford.

Women live longer, suffer from more dis-
eases, have less money when they retire and 
must pay more for their prescriptions. 65 per-
cent of Social Security recipients are women—
75 percent of the low income retired persons 
are women. The majority of those need real 
prescription help, not this bill which does noth-
ing to help sick older women. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Wisconsin (Ms. 
BALDWIN). 

(Ms. BALDWIN asked and was given 
permission to revise and extend her re-
marks.) 

Ms. BALDWIN. Mr. Speaker, I rise to 
express my opposition to this bill, 
which I deem to be a betrayal of the 
women of the Greatest Generation.

Mr. Speaker, I urge my colleagues to vote 
against this sham of a bill. It lays the ground-
work to privatize Medicare and does not pro-
vide a real, guaranteed, defined benefit that 
our seniors desperately need. 

The Republican bill that is on the floor today 
forces seniors to shop around for prescription 
drug coverage through Medicare HMOs and 
private insurance plans. The prices and bene-
fits under this private coverage would vary 
from region to region, so that a senior in Wis-
consin would have to pay a different premium 
than a senior in Florida for the exact same 
benefit. These geographic disparities are sim-
ply unacceptable. 

There are no assurances in this bill that pre-
scription drugs will be affordable. In fact, this 
bill would cover less than one-fifth of the esti-
mated drug costs of Medicare beneficiaries 
over the next ten years. In addition, there is a 
huge gap in coverage. Seniors who need 
more than 2,000 worth of drugs a year must 
pay 100% out-of-pocket, and keep paying pre-
miums, until they reach the $3,700 out-of-
pocket cap. Millions of seniors will fall into this 
gaping hole. I believe all seniors deserve af-
fordable prescription drug coverage, and we 
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should not help some seniors cover their drug 
costs while leaving others out in the cold. 

Seniors will not be guaranteed access to the 
drugs they need or to their local pharmacies. 
The bill would allow private insurance plans to 
limit access to covered drugs, even if the 
drugs are on an approved list. Seniors would 
be restricted to certain pharmacy providers or 
would be forced to pay higher costs to use the 
pharmacy of their choice, even a pharmacy 
they have been using for years. I know many 
seniors in my district who have developed re-
lationships with their pharmacists over the 
years and would hate to have to go to another 
provider or pay extra to keep going to their 
same trusted pharmacist. 

I hear from seniors in my district who cannot 
afford their prescriptions. They send me re-
ceipts for their drug bills and ask me how they 
are supposed to afford their rising drug costs 
on a fixed budget. They take less than the re-
quired dosage to save money, which puts their 
health at even greater risk. 

I support the Democratic proposal that adds 
a new Part D in Medicare to provide voluntary 
prescription drug coverage for all Medicare 
beneficiaries. This proposal would provide the 
same benefits, premiums and cost sharing for 
all beneficiaries no matter where they live. It 
guarantees fair drug prices by giving the Sec-
retary of the Department of Health and Human 
Services the authority to use the collective 
bargaining clout of all 40 million Medicare 
beneficiaries to negotiate drug prices. Savings 
will then be passed on to seniors. Unlike the 
Republican bill, there are no gaps in coverage 
in the Democratic proposal. Coverage is pro-
vided for any drug a senior’s doctor pre-
scribes. Seniors will be able to choose where 
to fill their prescriptions and will not have to 
join an HMO or a private insurance plan to get 
drug coverage. This is the proposal seniors 
have been waiting for. Unfortunately, it is not 
the proposal that was brought to the floor 
today. 

Today we are voting on a bill that is a sad 
mockery of what the seniors in our country de-
serve. Instead of providing a comprehensive 
Medicare prescription drug benefit for Amer-
ica’s seniors, the Republicans have decided to 
make sure this bill suits big drug companies. 
Close ties to the pharmaceutical industry have 
influenced this bill at the expense of our sen-
iors. That is just plain wrong for the retirees of 
the greatest generation who worked hard, 
lived through the depression won a war, and 
raised their families. 

Seniors need a comprehensive prescription 
drug benefit that is affordable and dependable 
for all—with no gaps or gimmicks in coverage. 
The Republican proposal fails on all these 
counts. I urge my colleagues to vote against 
H.R. 4954.

b 2115 
Ms. SLAUGHTER. Mr. Speaker, I 

yield such time as she may consume to 
the gentlewoman from Illinois (Ms. 
SCHAKOWSKY). 

(Ms. SCHAKOWSKY asked and was 
given permission to revise and extend 
her remarks.) 

Ms. SCHAKOWSKY. Mr. Speaker, I 
rise in opposition to this pathetic ex-
cuse for a bill that is particularly 
harmful to senior women and to per-
sons with disabilities. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 

the gentlewoman from California (Ms. 
SANCHEZ). 

(Ms. SANCHEZ asked and was given 
permission to revise and extend her re-
marks.) 

Ms. SANCHEZ. Mr. Speaker, I rise in 
opposition to this sham bill that is par-
ticularly harmful to senior women, the 
heart and the soul of our families.

Mr. Speaker, I rise today to express my 
strong opposition to the Republican prescrip-
tion drug bill, H.R. 4954. This bill, while unfair 
to millions of seniors, is particularly harmful to 
women. 

Women make up a large portion of con-
sumers purchasing prescription drugs. For this 
reason alone, women’s health care needs 
must be considered as we debate prescription 
drug proposals. And unfortunately, I am hard-
pressed to find many of my women colleagues 
who were consulted as this bill was drafted. It 
is no surprise, therefore, that this GOP bill ig-
nores health problems unique to women. 

At least one-third of Medicare beneficiaries, 
many of them women, do not have coverage 
for drugs—and others are forced to create a 
patchwork of coverage that simply doesn’t get 
the job done. Too often, women and seniors 
are left choosing between food and medicine. 

Thanks to Medicare, millions of women 
have dignity and security in their retirement 
years. Millions of women have avoided pov-
erty and lived better lives. But today, with all 
of the incredible medical advances coupled 
with the rising cost of prescription drugs, it’s 
vital that the country pull together to pass a 
meaningful Medicare prescription drug plan for 
all women—and all senior citizens. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Texas (Ms. 
JACKSON-LEE). 

(Ms. JACKSON-LEE of Texas asked 
and was given permission to revise and 
extend her remarks.)

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, I rise in opposition to this de-
structive insurance protection act that 
hurts the grandmothers, mothers, 
aunts and sisters and all of seniors and 
those disabled and provides zero bene-
fits to Americans.

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from New York (Mrs. 
MALONEY). 

(Mrs. MALONEY of New York asked 
and was given permission to revise and 
extend her remarks.) 

Mrs. MALONEY of New York. Mr. 
Speaker, I rise in opposition to this 
rule that would not allow a Democratic 
substitute and to the underlying bill.

I rise against the rule and the Republican 
bill. I regret for America’s seniors that a 
Democratic alternative was not allowed. Medi-
care provides health care coverage to forty 
million retired and disabled Americans. 

For decades, Medicare has worked to pro-
vide needed, lifesaving health care to millions, 
but it is missing a fundamental component: a 
prescription drug benefit. 

If we have courage, this Congress can 
make history and give our nation’s seniors 
what they desperately need: a real, and mean-
ingful prescription drug plan. 

I am proud to join my Democratic col-
leagues, led by Mr. DINGELL, Mr. RANGEL, Mr. 

STARK, and Mr. BROWN, as an original cospon-
sor of H.R. 5019, the ‘‘Medicare Prescription 
Drug Benefit and Discount Act.’’

I come to the floor to discuss two points: 
Number 1: unlike the Republican drug plan, 

the Democratic plan is simple because it 
builds upon a proven model—Medicare. 

Just like seniors pay a Part B premium 
today for doctor visits, under our plan, seniors 
would pay a voluntary Part D premium of $25 
per month for drug coverage. For that, Medi-
care or the government will pay 80 percent of 
drug costs after a $100 deductible. And no 
senior will have to pay more than $2,000 in 
costs per year. 

There is an urgent need for this plan. The 
most recent data indicates that almost 40 per-
cent of seniors—an estimated 11 milion—have 
no drug coverage. Problems are particularly 
acute for low income seniors and seniors over 
the age of 85 (the majority whom are women). 
Additionally, those older Americans who do 
have coverage find that their coverage is often 
inadequate for their needs. 

The Democratic plan is a real plan with real 
numbers, not estimates.

Point 2: the Republican plan does nothing to 
bring down the cost of prescription drugs. The 
Democratic plan is the only plan that provides 
real Medicare prescription drug coverage for 
our seniors by stopping soaring drug costs. 

Under the buying power of Medicare, 
through competition and bargaining we can 
rein in drug costs. Prescription drug costs are 
too high for our older Americans. They need 
help now! 

For instance, let’s look at the cost of 
Prevacid. Prevacid is an ulcer medication, and 
the second most widely used drug by Amer-
ican seniors. The cost for this prescription is 
on average $137.54 per month in New York 
City—but only $45.02 in the United Kingdom, 
a price differential of 206 percent. 

Or look at Celebrex, a popular arthritis 
medication and a drug needed by many older 
women, especially, since older women are 
stricken more often than men by arthritis. Ac-
cording to a Government Reform Committee 
report released by Mr. WEINER and myself, a 
monthly supply of this drug costs $86.26 in 
New York City. In France, a monthly supply of 
Celebrex costs only $30.60. This is a price dif-
ferential of 182 percent. Seniors in New York 
City without drug coverage must pay almost 
three times as much as purchasers in France. 

Prices for prescriptions have risen 10 per-
cent per year for the last several years, lead-
ing to over $37 billion in profits last year for 
the giant drug companies. While these cor-
porations wallow in their spoils, seniors suffer 
without coverage. 

Mr. Speaker, we must pass the Democratic 
prescription drug plan without delay. It is built 
on a proven model, Medicare. The Republican 
plan only offers gap-ridden coverage. The Re-
publican bill is about privatization. The Repub-
lican plan is all about election year politics. 

For the sake of our seniors, we must pass 
the Democratic plan, and we must pass it 
now. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
HARMAN). 

(Ms. HARMAN asked and was given 
permission to revise and extend her re-
marks.) 
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Ms. HARMAN. Mr. Speaker, on be-

half of seniors in my district, particu-
larly women, and in particular vet-
erans, I express my strong opposition 
to this bill. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Colorado (Ms. 
DEGETTE). 

(Ms. DeGETTE asked and was given 
permission to revise and extend her re-
marks.) 

Ms. DEGETTE. Mr. Speaker, I rise in 
opposition to this rule on behalf of the 
senior women in my district and 
around this country who live longer 
than men and pay far more money for 
prescription drugs. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
WATERS). 

(Ms. WATERS asked and was given 
permission to revise and extend her re-
marks.) 

Ms. WATERS. Mr. Speaker, I enter 
my objection and opposition to this ir-
responsible bill that will do nothing to 
help the senior women of this country.

Every day, millions of American seniors are 
forced to choose between buying prescription 
drugs and buying food. The Republican lead-
ership in Congress has responded to this cri-
sis with H.R. 4954, a prescription drug bill that 
does nothing to help them. 

The Republican bill would force seniors who 
want prescription drug coverage to get it from 
private insurance companies, but the bill pro-
vides no guarantee that insurance companies 
will offer prescription drug policies. Even the 
Health Insurance Association of America has 
admitted that insurance companies will not 
offer drug-only policies. So the Republican 
plan is guaranteed to fail. 

Furthermore, even if prescription drug poli-
cies do become available, the premiums, 
deductibles and co-payments will vary widely. 
Low-income seniors could be denied the drugs 
they need if they cannot afford the co-pay-
ments. For many middle-income seniors, the 
benefits would be so limited that it would not 
be worthwhile for them to enroll. H.R. 4954 is 
a poor excuse for a prescription drug plan for 
our nation’s senior citizens. 

The Democrats have proposed a prescrip-
tion drug plan that would provide a guaranteed 
prescription drug benefit under Medicare to all 
seniors who want one. 

This bill would ensure that all seniors who 
choose to participate would pay the same low 
premiums and receive the same benefits. 

Beneficiaries could choose to obtain their 
prescriptions from any willing pharmacy and 
would be guaranteed coverage for any drug 
their doctor prescribes. 

Premiums and co-payments would be 
waived for seniors who are living under 150% 
of the poverty level. 

The bill would use the collective bargaining 
clout of all 40 million Medicare beneficiaries to 
negotiate fair and reasonable drug prices. 

Finally, no senior would have to pay more 
than $2 thousand per year in out-of-pocket ex-
penses for the prescriptions they need. 

It is time that Congress make prescription 
drugs available to all seniors who need them. 
I urge my colleagues to oppose H.R. 4954 
and support the Democratic plan to provide 

guaranteed prescription drug coverage to all 
seniors who desire it. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Georgia (Ms. 
MCKINNEY). 

(Ms. MCKINNEY asked and was given 
permission to revise and extend her re-
marks.) 

Ms. MCKINNEY. Mr. Speaker, I rise 
in opposition to this bill which is a 
sham and does nothing for seniors in 
my district, in my State and in my 
country. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
ESHOO). 

(Ms. ESHOO asked and was given per-
mission to revise and extend her re-
marks.) 

Ms. ESHOO. Mr. Speaker, I rise to ex-
press my opposition to the bill that 
will be considered this evening on be-
half of my constituents, especially the 
senior women that I represent. They 
deserve a great deal more and much 
better and all the women of the coun-
try do. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from California (Ms. 
PELOSI). 

(Ms. PELOSI asked and was given 
permission to revise and extend her re-
marks.) 

Ms. PELOSI. Mr. Speaker, I rise in 
opposition to this sham bill which is a 
cruel hoax on the American people, es-
pecially cruel to America’s senior 
women who raised our families and de-
serve better. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as she may consume to 
the gentlewoman from Connecticut 
(Ms. DELAURO). 

(Ms. DeLAURO asked and was given 
permission to revise and extend her re-
marks.) 

Ms. DELAURO. Mr. Speaker, I rise in 
opposition to this insurance industry, 
pharmaceutical written bill that does 
not drive down the cost of prescription 
drugs or cover most of America’s sen-
iors and is very harmful to women in 
this country, those tomorrow, and 
those who are in older generations. 

Mr. LINDER. Mr. Speaker, I, too, en-
joyed that parade; and I particularly 
enjoyed the fact that they had not a 
particular thing to say about the bill. 
To say something about impact the bill 
and how it impacts women, I yield such 
time as she may consume to the gen-
tlewoman from Connecticut (Mrs. 
JOHNSON), who wrote the bill.

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, we have had a parade of my 
colleagues from the other side claim 
that this legislation is harmful to sen-
ior women. I wonder how they could 
have so lost touch with the lives of 
women in America and women in their 
districts. This bill represents the great-
est leap forward in women’s health 
since the passage of Medicare. 

I was polite to you, and I ask that 
you be polite to me. 

For the very first time, women, par-
ticularly low-income women, will have 
their prescriptions covered. Perhaps 
you did not read the bill. You know 
and I know that women live longer 
than men. The great majority of sen-
iors are women. Perhaps you did not 
know that retired women are living on 
half the income of retired men, that 
the average income of retired men in 
America is $30,000 and the average in-
come of retired women is $15,000 and of 
retired women over 85 is $10,000. 

Under this bill those low-income 
women will receive 100 percent of the 
costs of their drugs, of their premiums, 
of the deductible, and of the co-insur-
ance up to maybe 2 to $5. They will 
have a right to charge that much co-in-
surance. That is an incredible boon to 
these women. They will have the secu-
rity of knowing that every dollar of 
their prescription costs up to $2,000 will 
be covered if your income is under 175 
percent of poverty, and that is 44 per-
cent of all seniors. 

Yes, this is a wonderful thing for 
women in America. Yes, this bill is a 
giant step forward for seniors in Amer-
ica. Yes, this is the greatest leap for-
ward for women in health care since 
the founding of Medicare. And once you 
have read the bill, I will be happy to 
talk with you about details. But there 
can be no arguing with the fact that 
the first $2,000 of drug expense for peo-
ple under 175 percent of poverty is com-
pletely covered and, by saving the 
State $40 billion, they will be able to go 
up that ladder of income. 

So let us try to talk about the facts 
tonight, let us have a little less the-
ater, let us have a little more discus-
sion about the details of the legisla-
tion, and let us try to do America 
proud as we talk about the need for 
prescription drugs in Medicare. 

Mr. THOMAS. Mr. Speaker, will the 
gentlewoman yield? 

Mrs. JOHNSON of Connecticut. I 
yield to the gentleman from California. 

Mr. THOMAS. As women enter their 
senior years, in terms of the problems 
they have with osteoporosis, do we in-
clude in this bill additional money to 
assist in mammography? 

Mrs. JOHNSON of Connecticut. We 
certainly do. We fix all the problems 
with reimbursements for mammog-
raphy so they will be more accessible 
to the women of America. Further-
more, we provide access for something 
that is extremely important to women, 
more important to women than men, 
and that is access to disease manage-
ment plans to manage chronic illness. 
It is women who are plagued with four, 
five, and six chronic illnesses. 

Mr. THOMAS. Mr. Speaker, will the 
gentlewoman yield? 

Mrs. JOHNSON of Connecticut. I 
yield to the gentleman from California. 

Mr. THOMAS. Is it not true that dur-
ing their working lives men very often 
have physicals? In fact, it is oftentimes 
part of their professional occupation to 
get a physical periodically, and many 
times women who are not working do 
not get that physical? 

VerDate May 23 2002 04:04 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00064 Fmt 4634 Sfmt 0634 E:\CR\FM\K27JN7.220 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSE H4175June 27, 2002
Mrs. JOHNSON of Connecticut. Abso-

lutely. 
Mr. THOMAS. Is it not true in this 

bill that, for the first time, every sen-
ior who becomes Medicare eligible, 
that means every woman, gets a free 
physical? 

Mrs. JOHNSON of Connecticut. 
Every woman gets a free physical 
under this bill, and for the first time 
they have an option for a plan that 
provides entirely free preventative ben-
efits across the board to men and 
women. 

So this is an enormous advancement 
for women because women are the ones 
who get the poorest health care 
throughout their lives, and they will 
have an option to a plan that has free 
preventive benefits across the board 
and, if they choose it, and they will all 
get a free baseline physical when they 
enter Medicare. Yes, a great advance-
ment for senior women.

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
Massachusetts (Mr. MCGOVERN). 

Mr. MCGOVERN. Mr. Speaker, I rise 
in strong opposition to this sham bill 
and to this woefully inadequate bill of-
fered by the majority. 

Every Member of this House knows 
that the number one issue facing senior 
citizens is the soaring cost of prescrip-
tion drugs. Our seniors need relief and 
real relief now. 

My Republicans colleagues go on 
about how they support giving our sen-
iors relief, and then they send this poor 
excuse for a benefit bill to the House 
floor. This guarantees seniors nothing, 
nothing. It is a bad bill. And to make 
matters worse, the gentlewoman from 
Connecticut (Mrs. JOHNSON) gets up 
and tells us how wonderful and strong 
her bill is. Yet she and the Republican 
leadership make it unamendable. No 
substitute. No amendments. No bipar-
tisanship. Two hours total debate. 
That is it. 

How sad. How outrageous. If there 
ever should have been an open and fair 
process, it should have been today. 
There were even good Republican 
amendments that were offered before 
the Committee on Rules that were 
ruled out of order. But, no, you are 
afraid you might lose because deep in 
your hearts you know that your bill is 
nothing more than a political 
soundbite and you deserve to lose. 

Vote ‘‘no’’ on this rule and vote ‘‘no’’ 
on this bad bill. 

Mr. LINDER. Mr. Speaker, I yield 3 
minutes to the gentlewoman from West 
Virginia (Mrs. CAPITO). 

Mrs. CAPITO. Mr. Speaker, I stand 
before you today to offer my remarks 
on the prescription drug plan. 

On May 1, 2002, four of my constitu-
ents boarded a bus, traveled from Mar-
tinsburg, West Virginia, to Wash-
ington, D.C., to offer their voice and 
their story on how the prescription 
drug dilemma has reshaped their lives. 
That day I heard each of their voices; 
and, unfortunately, it is a voice I hear 
and we all hear all too often. 

At each of the town meetings I have 
had the majority of the questions deal 
with the high cost of prescription 
drugs. After one particular town meet-
ing a young lady approached me. She 
showed me a list of prescription drugs 
that her mother was taking and the 
cost of each drug listed besides it. 
Looking at the list my heart sank. 
These figures were staggering. Addi-
tionally, because of the high cost of her 
mother’s medication, lack of Medicare 
coverage for her mother, this young 
woman who had a family of her own 
was paying for her mother’s medica-
tion. 

Is this right, Mr. Speaker? No, it is 
not. 

Our seniors deserve the peace of mind 
of knowing that they can and will be 
able to afford their prescriptions. Anx-
iety over the affordability of prescribed 
medications should not spoil one’s 
golden years. That is why I am stand-
ing here tonight. 

I am choosing to stand here and tell 
you that Medicare needs to offer pre-
scription drug benefit. To be blunt, we 
need to offer it. We needed to offer it 
yesterday or the day before or the day 
before. This situation should be re-
solved. 

It is our duty as representatives to 
represent the people’s voice, and their 
voice says now is the time. I urge all of 
my colleagues to stand up, pass this 
rule, pass the Medicare prescription 
drug legislation which is extremely 
beneficial to the senior women of 
America.

Ms. SLAUGHTER. Mr. Speaker, I 
yield 3 minutes to the gentleman from 
New York (Mr. RANGEL). 

Mr. RANGEL. Mr. Speaker, this rule 
does not allow Democrats an oppor-
tunity to say that we think we have a 
better idea. The majority found it very 
difficult to get enough votes to support 
the pharmaceutical industry, but it 
would just seem to me that it is not a 
rule against Democrats. It is not a rule 
even against the integrity of the 
House. It is a rule against the senior 
citizens who really deserve better 
treatment than they are getting. 

Mr. Speaker, I yield to the gentleman 
from Maryland (Mr. HOYER). 

Mr. HOYER. Mr. Speaker, I thank 
the distinguished ranking member of 
the Committee on Ways and Means. 

There may be no more serious issue 
that we consider on the floor of this 
House this year. The gentlewoman 
from West Virginia (Mrs. CAPITO) that 
just spoke said why it was so impor-
tant. She is right. This issue is criti-
cally important to the women that she 
mentioned, critically important to the 
individuals that the gentlewoman from 
Connecticut (Mrs. JOHNSON) mentioned, 
and I would say critically important to 
the citizens that every one of the 
women on this side of the aisle rep-
resent and came and said they were 
concerned about and, therefore, are not 
supporting this rule. 

The gentlewoman from Connecticut 
said she was polite to those people, and 

she was. But I suggest to the gentle-
woman that this rule is not polite. This 
rule denigrates the importance and se-
riousness of this issue. 

When your side took over in 1995, 
Gerald Solomon, the then-chairman of 
the Committee on Rules, said this, 
‘‘The guiding principals will be open-
ness and fairness. The Rules Com-
mittee will no longer rig the procedure 
to contrive a pre-determined outcome. 
From now on the Rules Committee will 
clear the stage for debate and let the 
House work its will.’’ 

You have, of course, retreated from 
that statement. You have not honored 
the seriousness of this issue.

b 2130 
The gentlewoman from Connecticut 

who the gentleman from California 
(Mr. THOMAS) says wrote this bill will 
not have the opportunity to defend this 
bill against an alternative that can be 
fully debated as to whether or not the 
seniors to whom she refers will, in fact, 
be protected. 

The gentlewoman served with Bill 
Gradison. Bill Gradison for those who 
are relatively new to the House was a 
member of the Committee on Ways and 
Means and one of the senior members 
of the Committee on Ways and Means, 
and then Bill Gradison left here, and he 
went to head up the Insurance Indus-
tries Association in this country. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
Maryland (Mr. HOYER). 

Mr. HOYER. Mr. Speaker, he went to 
the insurance industry and what does 
Bill Gradison say, a Republican, not a 
Democrat, a member of the Committee 
on Ways and Means, retired, what does 
he say? A member representing the in-
surance agency, he says this bill will 
not work. That is what Bill Gradison 
says, and the shame on this democratic 
body is that an issue that all of us 
agree is so critically important will 
not be fully debated consistent with 
the principle that Mr. Solomon enun-
ciated in 1995 when the reformers took 
over this House. 

How sad it is, how sad it is that we 
come here at this hour to debate one of 
America’s most important issues, af-
fecting millions and millions and mil-
lions of people. All of us, all of us have 
heard the lament of those individuals, 
be they female or male, who cannot 
pay their prescription drugs. It is our 
duty to reject this rule and to have a 
full and fair debate, consistent with 
the Solomon principles. 

Mr. LINDER. Mr. Speaker, I am 
pleased to yield 2 minutes to the gen-
tlewoman from Virginia (Mrs. JO ANN 
DAVIS). 

Mrs. JO ANN DAVIS of Virginia. Mr. 
Speaker, I rise to speak in support of 
the rule. For years I have been an avid 
supporter of prescription drug coverage 
for senior citizens. Why? Because I 
have a mom whose prescription drugs 
amount to over 50 percent of her Social 
Security check. 

Today, I rise to speak for all of those 
who have moms and dads on Medicare. 
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The minority does not have a serious 
bill. They have a $1 trillion election 
year gimmick that will bankrupt Medi-
care. 

This is a good and fair rule because it 
allows a vote on the only credible plan 
that has been carefully and thought-
fully designed to help seniors by low-
ering drug costs, guaranteeing cov-
erage and providing choices. 

Under the Republican plan, every 
senior will be eligible for coverage. We 
guarantee this coverage. It cannot be 
taken away. The Democrat plan, how-
ever, phases out coverage. It is essen-
tially an experiment. Mr. Speaker, sen-
iors cannot afford an experiment. They 
need real, credible coverage that they 
can rely on. 

This bill will help our seniors. This is 
a good rule for a long-awaited and 
much-needed legislation and we must 
pass it. I urge my colleagues to join me 
in voting ‘‘yes’’ on the rule and ‘‘yes’’ 
on final passage of the bill for my mom 
and everyone’s mom and dad that is on 
Medicare.

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
New Jersey (Mr. MENENDEZ). 

Mr. MENENDEZ. Mr. Speaker, I rise 
on behalf of my 83-year-old mother and 
millions like her across this country 
who work for decades, in her case, in 
the factories of New Jersey, now has 
Alzheimer’s and spends over half of her 
Social Security check on prescription 
drugs and but for my sister and my as-
sistance would not live with the dig-
nity that she deserves. There is a dif-
ference between Republicans and 
Democrats on prescription drugs, and 
that is why Republicans will not even 
let us debate our proposal here on the 
floor of the House of Representatives. 

The denial of a vote on the Demo-
cratic proposal for a universal, afford-
able, guaranteed benefit under Medi-
care is a corruption of this institution 
by the Republican majority, by the 
way, for an industry that has given 
them millions in campaign contribu-
tions. 

There is a difference in who benefits. 
Democrats cover all seniors. My col-
leagues subsidize big insurance compa-
nies and cover less than a quarter of 
seniors’ costs. There is a difference in 
what seniors will pay. Democrats guar-
antee a $25 monthly premium with low 
out-of-pocket expenses. My colleagues 
leave those decisions to the whims of 
corporations. Plenty of opportunity for 
more corporate greed. 

No senior in America should have to 
choose between paying their rent, put-
ting food on the table, and having ac-
cess to life-enhancing drugs.
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore (Mr. 
LATOURETTE). The Chair would ask the 
courtesy of all Members in not exceed-
ing the time that has been yielded to 
them.

Mr. LINDER. Mr. Speaker, I yield 2 
minutes to the gentleman from Iowa 
(Mr. LATHAM). 

Mr. LATHAM. Mr. Speaker, I thank 
the gentleman from Georgia for yield-

ing me the time, and I thank the 
Speaker for this time. 

This is a long time coming. This is so 
important for people like my mother 
who is 85 years old, living in a town of 
168 people in Alexander, Iowa. This is 
not only a bill that is going to help her 
to be able to afford her prescription 
drugs and to enhance her length of life 
and quality of life; but just as impor-
tantly, in rural America, this bill is 
going to make sure that there is access 
to quality health care in rural Amer-
ica. 

There is a lot of work that has gone 
into this bill, and I would like to see 
any other proposal out there that has 
brought together so many people when 
we look at the American Hospital As-
sociation, the AMA, the physical thera-
pists, the National Association of 
Home Care, the National Rural Health 
Care Association, all coming together 
in support of this very, very important 
legislation. 

Mr. Speaker, I have been very proud 
to serve on the Speaker’s Prescription 
Drug Action Team, and I want to 
thank the Speaker and all the chair-
men of the committees that have 
worked so hard on this bill and to the 
successful end which is really going to 
address the problems that we have. 

I also want to congratulate my three 
Republican colleagues from Iowa (Mr. 
LEACH), (Mr. NUSSLE), and (Mr. 
GANSKE) for working as a team to try 
and make sure that we did get relief in 
Iowa. We have the lowest reimburse-
ment for our hospitals in the country 
by a wide margin. This bill is going to 
take a giant step toward keeping those 
rural hospitals open, to keep the kind 
of high-quality health care providers 
on the job and serving in Iowa. It is ab-
solutely critical that we continue to 
have the physicians, the nurses, the 
home health care folks available for 
my mother. 

Mr. Speaker, this is a great evening, 
and I support the rule and the bill. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 2 minutes to the gentleman from 
New Jersey (Mr. PALLONE). 

Mr. PALLONE. Mr. Speaker, some of 
the comments that are being made by 
my colleagues on the other side, both 
on the floor and in the Committee on 
Rules, have been very upsetting to me. 

I rise in opposition to the rule, but I 
heard the gentlewoman from Virginia 
just say that the rule was fair because 
it allows an up-or-down vote on what is 
the only good bill dealing with pre-
scription drugs. That is not what fair-
ness is about. That is not what democ-
racy is about. 

I asked this morning in the Com-
mittee on Rules that the Democratic 
substitute and three other amendments 
that would lead to price reductions and 
another amendment that would provide 
a guaranteed Medicare benefit be 
placed in order. All were denied. My 
colleague may not agree with me, but 
the gentlewoman from Virginia should 
not suggest that the only thing that 
should be considered is what they 

think is the right thing. That is not 
the way a democracy operates. 

The other thing that upset me was 
that I heard the gentlewoman from 
Connecticut say that we should just 
read the bill. Let me tell my colleague, 
I read the bill. We have not had a lot of 
time to read the Republican bill, but I 
read it. There is nothing in it. It is not 
a Medicare benefit. It does not guar-
antee any benefit. It does not tell us 
what the premium is going to be. It 
does not tell us what the deductible is 
going to be. It does not tell us any-
thing about whether it is going to be 
available anywhere, and there is no 
price reduction. 

The gentlewoman from Connecticut 
mentioned the passage of Medicare, but 
she was very proud of the fact this 
morning in the Committee on Rules 
that this was not a Medicare bill and 
that it operated through private insur-
ance and through market competition 
and was not part of Medicare because 
she said that Medicare oftentimes does 
not work now and we need to change it. 

Then the gentleman from Georgia ac-
tually said in response to the gen-
tleman from Massachusetts (Mr. 
MCGOVERN) when I spoke about how we 
wanted a Medicare guarantee and we 
wanted this to be under Medicare, the 
gentleman from Massachusetts (Mr. 
MCGOVERN) said it is unfortunate that 
the gentleman from Georgia (Mr. LIN-
DER) made a reference to the Medicare 
prescription drug program as a Soviet-
style model program, and the gen-
tleman from Georgia (Mr. LINDER) said, 
well, it is; and he said it several times. 

The problem is that the Republicans 
do not like Medicare. They do not want 
this to be a Medicare program because 
they never liked Medicare, and they 
want it to wither on the vine, and they 
do not want to provide any benefit for 
senior citizens in this country.

Mr. LINDER. Mr. Speaker, I yield 
myself such time as I may consume. 
That was some of the gentleman’s 
more interesting prose. I am sure there 
is a kernel of thought in there, but I 
did not detect it. 

Mr. Speaker, I yield 1 minute to the 
gentleman from California (Mr. THOM-
AS), the chairman of the Committee on 
Ways and Means. 

Mr. THOMAS. Mr. Speaker, the pa-
rade on the other side of the aisle 
which repeated the mantra that it was 
a sham bill, cruel hoax, harmful to 
women and the disabled, in case any-
body really thinks that is true, I am 
wondering why then when we look at 
the more than 90 organizations that 
support this bill, have names such as 
the Visiting Nurses Association, the 
Pennsylvania Women’s Health Alli-
ance, the National Spinal Cord Injury 
Association, the National Coalition for 
Women With Heart Disease, the Na-
tional Alliance for the Mentally Ill of 
Pennsylvania, American Parkinson’s 
Association of Vermont, the Epilepsy 
Foundation of Mississippi, having 
someone parade to the microphone and 
repeat some mantra, as though it was 
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some kind of a fixed statement that 
meant anything really does embarrass 
me, when if we look at the organiza-
tions and more that I just repeated 
who every day help the people that my 
colleagues say are not helped are for 
this bill. Someone is wrong, and it is 
not them. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield myself such time as I may con-
sume. 

The Democrats are standing with 
AARP, the National Committee to Pre-
serve Social Security and Medicare, 
the Alliance for Retired Americans, 
National Council on the Aging, Na-
tional Senior Citizens Law Center, 
Families USA, the National Partner-
ship for Women and Families, the AFL 
and countless others who represent 
America’s 40 million Medicare bene-
ficiaries. 

Mr. Speaker, I yield 3 minutes to the 
gentleman from Michigan (Mr. DIN-
GELL). 

(Mr. DINGELL asked and was given 
permission to revise and extend his re-
marks.)

Mr. DINGELL. Mr. Speaker, I thank 
the distinguished gentlewoman for 
yielding me the time. 

We have got a remarkable thing here 
before us, a closed rule. We have got a 
bill on which there were never any 
hearings, a bill that just drips defects, 
a bill that is opposed by almost every-
body that knows anything about phar-
maceuticals and about the needs of the 
senior citizens and a bill that is op-
posed by every single responsible major 
organization of senior citizens. 

We cannot offer amendments to it. 
They cannot be cut-and-bite amend-
ments. There is no possibility of us of-
fering a substitute to it. This is what 
my colleagues call democracy on that 
side of the aisle? This is the way we 
treat the concerns and the rights and 
the interests of our senior citizens? I 
wonder how many of them like what 
they are seeing tonight on television as 
they watch this body engage in debate 
which is at best fraudulent and which 
is at worst just plain outrageous. 

The hard fact of the matter is we 
cannot offer amendments on this side 
at all, but we can bring to attention 
the fact that this is going to signifi-
cantly damage, if not in fact destroy, 
most of the plans that on behalf of in-
dustry and labor offer to retirees the 
right to have prescription pharma-
ceuticals as a part of the medical care 
program of the company which offers 
that particular benefit. 

That is an outrage. There is no way 
that we can address here what the 
amount is that is going to be charged 
for the program. In other words, in this 
legislation, there is nothing anywhere 
which tells how much the senior cit-
izen is going to pay to whom for what. 
That is all left up to some kind of neb-
ulous understanding between the Sec-
retary and an insurance company. 
There is no correction for that par-
ticular problem. 

Is that bad? Of course. But there is 
worse. There is not a nickel’s worth of 

subsidy for the health care of a senior 
citizen in this legislation. Do my col-
leagues know where the money goes in 
the legislation that is before us? To an 
insurance company. The insurance 
company can offer whatever benefits it 
wants or no benefits, but it is going to 
get a big fat subsidy. 

With companies like Arthur Ander-
sen I am sure that we will have an ac-
counting system which will make that 
look good, but the simple fact of the 
matter is the benefits that are going to 
come under this legislation are not 
going to come to citizens. They are 
going to go to a bunch of cold-hearted, 
steely-eyed insurance companies that 
are going to be interested in maxi-
mizing benefits. In fact, there is not 
one plan which will be offered by insur-
ance companies that is not going to be 
heavily subsidized.

Mr. Speaker, I rise in strong opposition to 
this abominable closed rule. On the most im-
portant issue to face this Congress, the Re-
publican leadership has decided to prevent a 
single amendment to be offered, and in par-
ticular, a Democratic substitute. 

There is no secret why we Democrats are 
not being allowed to offer a substitute, even a 
substitute that requires no waivers of the 
rules. It is not because our substitute has no 
merit. It is because it has so much merit, it 
would pass. 

Let me explain why the rule needs to be de-
feated so that we can offer the Democratic 
substitute. 

Unlike the bill introduced by our Republican 
colleagues, our substitute can be simply ex-
plained, because it is built on a simple, known, 
and effective model—Medicare itself. 

Just like seniors pay a voluntary premium 
for Part B medical costs such as doctor visits, 
our bill provides for a voluntary Part D drug 
premium of $25 per month. For that, the Gov-
ernment will pay 80% of drug costs after a 
$100 deductible. And no senior will have to 
pay more than $2,000 in costs per year. 

These are real numbers, not estimates. The 
benefits and the $25 monthly premium are 
specified on the first page of the substitute. 
Unfortunately, there are no such guarantees in 
the Republican bill. 

On top of that, we will be arming seniors 
with the most potent protection from soaring 
drug costs. Forty million seniors banded to-
gether under the buying power of Medicare, 
we can begin to use the necessary bargaining 
power to rein in high drug prices. 

This is not price controls; it is competition 
and bargaining. We saw that the Government 
was effective in negotiating a competitive price 
for the prescription drug Cipro during the an-
thrax outbreak. Why shouldn’t we do the same 
for other life saving drugs for seniors? 

In contrast to our simple and effective pre-
scription drug benefit, the Republican bill is a 
complex scheme that would make Rube Gold-
berg blush. In fact, it is not a drug benefit at 
all. It is a host of subsidies to private insurers 
in the hope that they will offer a drug-only 
benefit to seniors. Will they? Time and again 
they have told us ‘‘no.’’

Why would the Republicans put forward 
such a model? Well, quite simply they have a 
larger agenda—they want to privatize all of 
Medicare, and this is just another step. That is 
the only reason why seniors are not even 

given a choice of getting the benefit through 
their traditional Medicare provider. 

Any why don’t they endorse our plan? Our 
plan is simple; it is comprehensive; it is what 
seniors want. The Republicans have raised 
just one issue: they say it costs too much. 
Well, I can tell you that we can afford it. It is 
just a matter of priorities. 

Should that priority be making the estate tax 
repeal on the wealthiest people permanent, 
which will cost $750 billion in the decade that 
the permanent repeal is effective, or should it 
be enacting a critical health program that will 
help all of our seniors? 

Our prescription drug benefit has the strong 
support of organizations representing millions 
of seniors, such as the National Committee to 
Preserve Social Security and Medicare, the al-
liance for Retired Americans, the National 
Council on Aging, and AARP. They recognize 
our benefit is a good value for seniors. 

The substitute also includes provisions to 
shore up the Medicare fee-for-service system 
such as increased payments to hospitals, doc-
tors, and nursing homes. Senior citizens and 
individuals with disabilities depend on Medi-
care fee-for-service an ensuring its continued 
viability has always been a priority for Demo-
crats. 

It is a good substitute, and I hope my col-
leagues will vote against the rule, so that it 
can be offered.

b 2145 
Mr. LINDER. Mr. Speaker, I yield 1 

minute to the gentleman from Mis-
sissippi (Mr. PICKERING). 

Mr. PICKERING. Mr. Speaker, I rise 
in proud support of the rule and the ef-
fort of this body. It is an historic op-
portunity for us. 

If we put the politics and the extreme 
language aside, these are the facts: $350 
billion will go to our seniors for pre-
scription drugs, to our rural hospitals, 
to our health community centers, to 
those who need it most. 

In my home State of Mississippi, 55 
percent of all seniors live at the rate 
that will get the fixed income assist-
ance, which means no deductible, no 
premium, only a copayment of $2 to $5 
per prescription drug, an enormous 
benefit for the seniors who need it 
most. Fifty-five percent of seniors in 
Mississippi. 

If we look at those who have cata-
strophic occurrences in their life, when 
drug costs exceed $3,700, they will see 
no cost over that. Those most in need 
will be helped. It is responsible, it is 
reasonable, it is right. I urge the Mem-
bers to follow and support the rule. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield such time as he may consume to 
the gentleman from California (Mr. 
HONDA). 

(Mr. HONDA asked and was given 
permission to revise and extend his re-
marks.) 

Mr. HONDA. Mr. Speaker, I rise to 
express my opposition of this prescrip-
tion drug proposal.

Mr. Speaker, the elderly and disabled have 
waited long enough for a prescription drug 
benefit in Medicare and for relief from the high 
cost of prescription drug prices. While the Re-
publicans have been busy voting on perma-
nent tax cuts and attending lavish fundraisers 
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by the pharmaceutical industry, seniors 
throughout the country have been waiting for 
Congress to take action. All seniors need relief 
from prescription drug prices, and they need it 
now. 

However, the Republican prescription drug 
bill completely fails the test of a real Medicare 
drug benefit. The Republican bill has no guar-
anteed minimum benefit, no guaranteed, af-
fordable monthly premium, and no guarantee 
of fair drug prices. To add insult to injury, their 
bill leaves a huge coverage gap. Seniors who 
need more than $2,000 worth of drugs must 
pay one hundred percent out-of-pocket, and 
keep paying premiums, until they reach the 
$3,700 out-of-pocket cap. 

Mr. Speaker, the Democrats have an alter-
native we had hoped to offer. Under the 
Democratic plan, seniors and individuals with 
disabilities will be able to keep making the 
choices that matter. Seniors will not be forced 
to join an HMO. They will not be forced to join 
a private insurance plan that will restrict their 
access to needed drugs, deny coverage for 
the medicine their doctors prescribe, or force 
them to change pharmacies. And unlike the 
Republican plan, our plan has no gap—bene-
ficiaries will always have coverage. 

But the Republican Leadership is denying 
Democrats the opportunity to offer our alter-
native. They are denying our right to partici-
pate in a fair, democratic debate about pre-
scription drugs. The time is now for a real, 
meaningful, and affordable Medicare prescrip-
tion drug benefit. Unfortunately, it looks like 
this Republican-led House won’t be providing 
one anytime soon. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentlewoman 
from California (Mrs. CAPPS). 

Mrs. CAPPS. Mr. Speaker, I thank 
my colleague for yielding me this time. 

Mr. Speaker, I acknowledge my sis-
ters in Congress as we rise in opposi-
tion to this terrible rule. 

One of the proudest days of my life 
was when I was sworn into this body, 
the symbol of our democracy. But 
today I am sad for the House and for 
this country. The process the majority 
has used to produce their Medicare bill 
is completely contrary to the prin-
ciples of our constitution. A bill was 
rammed through committee that will 
not give seniors an affordable, reliable, 
comprehensive benefit; seniors, most of 
whom are women. 

Now the majority is refusing to allow 
a free and fair debate on the issue. 
Why? They know their bill will not 
work. They know seniors will not get 
affordable drug coverage from insur-
ance companies, and they know so 
many seniors will get no help with 
their medications, and they are afraid 
they would lose. 

I can accept losing in a fair fight, but 
I cannot accept this anti-democratic 
attempt to muzzle fair debate. We 
should reject this rule, have a full de-
bate on the needs of our seniors, and 
pass a real prescription drug benefit. 

Mr. LINDER. Mr. Speaker, I am 
pleased to yield 1 minute to the gen-
tleman from Minnesota (Mr. KENNEDY). 

(Mr. KENNEDY of Minnesota asked 
and was given permission to revise and 
extend his remarks.) 

Mr. KENNEDY of Minnesota. Mr. 
Speaker, this bill is important and 
overdue for our Nation’s 13 million sen-
iors. Our seniors deserve prescription 
drug coverage now. They do not de-
serve the Democrat’s election-year 
gimmick. 

The average senior saves 44 percent 
on current drug costs under our plan. 
Mr. Speaker, our plan gives seniors im-
mediate relief from the rising cost of 
prescription drugs by providing a dis-
count of up to 25 percent off the top of 
the overall drug cost. 

Just last week, Health and Human 
Services Secretary Tommy Thompson 
released a study showing our plan 
would save seniors more money than 
our friends on the other side of the 
aisle. In addition to the immediate dis-
count and cost sharing, our plan in-
cludes catastrophic protection, 100 per-
cent prescription drug coverage for 
low-income seniors, and more Medicare 
choices and savings. 

I support the passage of this bill and 
this rule, and I urge my colleagues to 
do the same. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
Michigan (Mr. BONIOR) 

Mr. BONIOR. Mr. Speaker, about 2 
weeks ago, I got on a bus with some 
seniors from my State of Michigan, and 
we went over to Ontario, Canada, to 
buy some prescription drugs. They got 
these drugs at 60, 70, 80, 90, 110 percent 
less than what they would have to pay 
in the United States, drugs like Lipitor 
and Celebrex. 

They deserve a secure retirement. A 
secure retirement means not having to 
choose between medication and rent, 
medication and food, medication and 
transportation. It also means not hav-
ing to go to another country to buy 
medicines that they need. That is an 
outrage. 

We have the power in this institution 
to change that. We have had the power 
to change that for the last 8 years, and 
we have not done a damn thing about 
it, if my colleagues will pardon my lan-
guage. 

The Republicans have turned a blind 
eye to the plight of our mothers and 
our fathers and our grandparents. They 
have been blinded by the money and 
the power of the pharmaceutical lobby, 
and the Republicans are putting up 
roadblocks to prescription drugs time 
after time after time. 

It is time for real reform, not a sham 
proposal. I ask my colleagues to open 
their eyes to the reality of what is hap-
pening in the country and give us some 
decent options to vote on. 

Mr. LINDER. Mr. Speaker, I yield 
myself such time as I may consume to 
remind my friend from Michigan that, 
about 10 years ago, they had the power 
to change it with overwhelming ma-
jorities in both bodies and the Presi-
dency, and they chose not to do it then, 
too.

Mr. Speaker, I yield 2 minutes to the 
gentleman from Texas (Mr. BARTON). 

(Mr. BARTON of Texas asked and 
was given permission to revise and ex-
tend his remarks.) 

Mr. BARTON of Texas. Mr. Speaker, 
I rise in support of the rule, even 
though I had an amendment that I 
would have liked to have offered that 
was not made in order on prescription 
drug savings accounts. 

This is not the fairest rule. We could 
have made in order a Democratic alter-
native. But for a first start, I think it 
is a fair enough rule. 

This is a good plan that will be on 
the floor. It spends $350 billion over 10 
years to provide a prescription drug 
benefit and some Medicare reforms for 
the providers. The drug benefit comes 
to a population where we have about 30 
million senior citizens on Medicare, 
and 70 percent of those seniors have 
some prescription drug coverage under 
private medigap policies. Of those that 
do not have any prescription drug ben-
efits, 50 percent of them have drug 
costs that are less than $1,000 a year, 
and only about 700,000 have drug costs 
that are over $5,000 a year. 

Now, if you are one of those 700,000 or 
it is your mother or your father, your 
grandmother, your grandfather, your 
aunt or your uncle, that is a big prob-
lem. But to say that a prescription 
drug benefit that is going to provide 
$31 billion a year to provide coverage 
for prescription drugs is not at least a 
good start, I think is just flat hypo-
critical. 

Now, I think we can do more. I would 
like for us to do more. I would like to, 
at some point in time, make in order 
an option for those that want to use a 
prescription drug savings account to 
have that option; and, hopefully, later 
this year, we will get that. 

I would point out that if the plan 
that is before us were to become law 
and it is a bad plan, it is optional. 
There is nothing mandatory about this 
plan that is going to be on the floor. 

I would also point out that the pro-
vider benefits in the bill, which are 
over $4 billion a year, there is almost 
universal support for in the provider 
community. 

So this is a good start. I would hope 
we would vote for the rule and have the 
debate. 

Ms. SLAUGHTER. Mr. Speaker, may 
I inquire as to the time remaining on 
both sides? 

The SPEAKER pro tempore (Mr. 
LATOURETTE). The gentlewoman from 
New York (Ms. SLAUGHTER) has 10 min-
utes remaining, and the gentleman 
from Georgia (Mr. LINDER) has 11 min-
utes remaining. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
Ohio (Mr. BROWN). 

Mr. BROWN of Ohio. Mr. Speaker, I 
thank my friend from New York for 
yielding me this time. 

Last week, the Committee on Energy 
and Commerce was marking up the pre-
scription drug bill. Last Wednesday, we 
stopped at 5 p.m. in the afternoon when 
we should have been working into the 
evening. Why? Because my friends on 
that side of the aisle went to a Repub-
lican fund-raiser underwritten by the 
prescription drug companies. 

VerDate May 23 2002 01:51 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00068 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.120 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSE H4179June 27, 2002
The Chair of that dinner was the CEO 

of a British drug company who donated 
$250,000 to the Republican Party. There 
were hundreds of thousands of other 
dollars donated by drug companies that 
night. 

The next day, Mr. Speaker, when we 
went back for the markup, every 
amendment that Democrats offered 
that the drug companies did not like, 
surprise, was voted down. An amend-
ment that said seniors should get the 
same drug benefits that Members of 
Congress get was voted down on a 
party line vote because the drug com-
pany sat in the back of the room and 
said no. 

Every amendment we voted on that 
the drug companies did not like, to 
close the gap in all the out-of-pocket 
expenses that seniors had to pay, if the 
drug companies did not like it, they sat 
back in the back of the room and said 
no. 

Vote for the Democratic plan written 
for seniors.

The SPEAKER pro tempore. The gen-
tleman’s time has expired. 

Mr. BROWN of Ohio. Vote ‘‘no’’ on 
the Republican plan written by the 
drug companies for the drug compa-
nies. 

The SPEAKER pro tempore. The gen-
tleman’s time has expired. 

Ms. SLAUGHTER. I was going to 
yield that gentleman another 30 sec-
onds. 
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore. Mem-
bers need to heed the gavel, and the 
Chair would respectfully ask that, 
when the gravel is pounding, the Mem-
bers cease speaking so that the gentle-
woman from New York (Ms. SLAUGH-
TER) could yield additional time, which 
is her desire.

Mr. LINDER. Mr. Speaker, I am 
pleased to yield 2 minutes to my friend, 
the gentleman from Florida (Mr. 
WELDON). 

Mr. WELDON of Florida. Mr. Speak-
er, as many of my colleagues in this 
body know, I practiced internal medi-
cine for many years before coming to 
the House. Indeed, I still see patients 
about once a month at the veterans’ 
clinic in my congressional district. I 
lived this problem on a daily basis. I 
practiced internal medicine. Mainly 
what I did was I wrote prescriptions 
mainly for senior citizens, and I dealt 
personally with the struggles that 
many of them face in paying for their 
drugs. 

My primary concern is getting a bill, 
and frankly I was very disappointed we 
did not get a bill 2 years ago, and I 
think the reason we did not get a bill 
is because some people thought they 
could capitalize on it in the campaign, 
and I have to honestly say this is deja 
vu all over again. We are starting out 
very, very poorly. 

I have heard that they have not had 
a chance. We had two committees 
mark up this bill. The Committee on 
Ways and Means spent 13 hours on it. 
They were in until 2 a.m. The Com-

mittee on Energy and Commerce went 
all night. We hear these claims that 
the pharmaceutical company is giving 
us all this money. Do I assume the 
Democratic party has never taken any 
pharmaceutical money? 

I will tell the Members what we need. 
We need a plan. We need some kind of 
plan, and this is step one. We have to 
go to conference with the Senate. Then 
we have to negotiate in conference, and 
many of you people who are over there 
demagogueing this issue are going to 
be in that conference committee. We 
are going to have plenty of opportuni-
ties to get a very, very good bill to help 
our seniors. 

But if we keep on with this attitude, 
I am going to tell my folks back home, 
forget it. It is going to be kicked off 
into the campaign again. People are 
going to hope they are going to get an 
advantage, and I do not think anybody 
is going to get an advantage, and the 
people who are going to suffer are the 
senior citizens. 

I want to say one other thing. We do 
not want a plan that stifles innovation. 
If you stifle innovation, I can tell you 
I used to write prescriptions for people 
and give them to them, new pills that 
kept them alive, and without those 
pills, they would have died. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentlewoman 
from Florida (Mrs. THURMAN). 

Mrs. THURMAN. Mr. Speaker, I 
thank the gentlewoman for yielding me 
this time. 

Mr. Speaker, I want the people of the 
fifth district’s voices to be heard to-
night, too. First of all, I want to say 
that this debate tonight is not about 
the provider givebacks in this bill. This 
debate is about the most important 
issue facing the American people and 
the issue that every Member of this 
Congress and including the President 
ran on in the last election. 

And let us make it clear, today I 
went to the Committee on Rules be-
cause the people in the fifth district 
said to me, we want the cost of drugs 
down, we are tired of seeing on the TV 
people going to Canada to buy their 
medicines cheaper, or why is it that in-
dustrialized nations, our competitors, 
are buying their drugs at a lesser cost? 

Just to give you some examples, how 
about Zocor? In industrialized nations 
their average pricing is about $65. In 
the fifth district, it is $104. We need to 
bring these costs down. 

Mr. LINDER. Mr. Speaker, I am 
pleased to yield 2 minutes to the gen-
tleman from Illinois (Mr. SHIMKUS). 

Mr. SHIMKUS. Mr. Speaker, I wish 
my friend, the gentleman from Mary-
land (Mr. HOYER), was here because he 
played the Solomon card, and I have 
great respect for Jerry Solomon, and I 
say semper fi to Jerry, who is probably 
watching these proceedings and chuck-
ling. 

Mr. Speaker, I support this rule. We 
labored hard for over 25 hours in the 
Committee on Energy and Commerce, 
and I know my friends on the Com-

mittee on Ways and Means worked 
deeply as hard. It is not a perfect bill. 
In fact, the bill coming to the floor 
stripped out my language on orphan 
drugs, help for Lou Gehrig’s disease, 
Crohn’s disease and Tourette’s disease. 

But this bill has some positive as-
pects. First, it fits within the budget. 
This is critical because any amend-
ment either on the floor would add to 
the bill which would strip it on a budg-
et point of order or it would short-
change the prescription drug benefit or 
shortchange the hospital benefits. 

Illinois offers a pharmaceutical as-
sistance program for dual eligibles. 
This bill will assume Federal responsi-
bility for dual eligibles, saving Illinois 
$2 billion over 8 years.
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Individuals who make 175 percent of 

poverty level will receive full cost-
sharing assistance. This covers 34 per-
cent of Illinois’ Medicare population, 
549,000 people. It increases payments to 
all hospitals in 2003. It increases pay-
ments to community hospitals. It in-
creases DSH payments, adds a 10 per-
cent increase to rural home health care 
agencies, increases by 10 percent hos-
pice payments. 

Mr. Speaker, it is a finely crafted bill 
that went through the committee proc-
ess. It is not a perfect bill. It is a bill 
that we can pass on the floor tonight. 
I commend my colleagues and look for-
ward to passing this bill. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 2 minutes to the gentlewoman 
from California (Ms. PELOSI), the 
Democratic whip. 

Ms. PELOSI. Mr. Speaker, I thank 
the gentlewoman for yielding me this 
time. 

Mr. Speaker, 37 years ago when Medi-
care first came into existence, there 
was a big fight over it. The Democrats 
wholeheartedly supported it. The Re-
publicans opposed it. They still oppose 
Medicare. 

Over the years, they have made 
statements to that effect. Newt Ging-
rich when he was Speaker said that he 
would like to see Medicare, in his 
words, wither on the vine. And the Re-
publican leader of the House, the gen-
tleman from Texas (Mr. ARMEY) said 
that Medicare should be no part of a 
free world. In the debate in the Com-
mittee on Rules last night, the gen-
tleman from Georgia (Mr. LINDER) re-
ferred to it as a Soviet-style model, 
what the Democrats were proposing. A 
Soviet-style model. 

They did not support it then. They do 
not support it now. It is no wonder 
they have proposed this cruel hoax on 
America’s seniors. To pretend they 
have a prescription drug benefit that is 
a guarantee is simply not true. They 
offer no guarantee, merely a sugges-
tion. 

The Republican bill does not contain 
any defined premium or assurances 
that prescription drugs will be afford-
able. In the one State where such a 
program exists, the monthly premium 
is $85 per month. That is in Nevada. 
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cost of Medicare beneficiaries over the 
next 10 years will be covered in this 
bill. The Republican bill does not pro-
vide guaranteed access to the drugs 
seniors need or access to their local 
pharmacy. 

If we had been allowed to present a 
substitute tonight, which this rule pre-
vents, the Democratic substitute would 
have provided a guaranteed, affordable 
prescription drug benefit for all seniors 
that will amount to an entitlement 
under Medicare. The gentleman from 
Texas (Mr. BARTON) said before this is 
optional; it is not mandatory. He said 
that himself on the floor here. 

Mr. Speaker, imagine a situation 
where we could have prescription drug 
benefits for all of our seniors, the qual-
ity of life that it would produce, and 
the cost savings to our budget. 

Mr. LINDER. Mr. Speaker, I yield 
myself 30 seconds to point out a couple 
of things in the previous statement. 

Mr. Speaker, Mr. Gingrich did not 
ever say Medicare would wither on the 
vine. This was played out on CNN very 
clearly when they played the whole 
statement, not the botched statement 
the Democrats have been running. He 
said if we bring competition into the 
system, the Health Care Financing Ad-
ministration would wither on the vine. 

Secondly, I will point out that the 
Democrats had a majority here for 40 
years. When I first came here, they had 
a huge majority in both bodies, and the 
President was a Democratic; and they 
did not even offer one. I think it is fair 
to say that the Republicans are mak-
ing the effort.

Mr. Speaker, I yield 1 minute to the 
gentlewoman from Pennsylvania (Ms. 
HART). 

(Ms. HART asked and was given per-
mission to revise and extend her re-
marks.) 

Ms. HART. Mr. Speaker, I rise in sup-
port of the rule and urge Members to 
also support the bill. 

The Centers for Medicaid and Medi-
care Services did a poll checking out 
this bill. They estimated that virtually 
all of the Medicare beneficiaries, that 
is at least 95 percent of them, would 
opt for this drug coverage. I doubt that 
95 percent of Medicare recipients would 
be interested in their proposal, but this 
proposal provides seniors with coverage 
for prescription drugs that they cannot 
get today. That means the choice they 
currently make of leaving that pre-
scription drug bag on the counter be-
cause they cannot afford it or paying 
for it and taking it home is no longer 
a choice they have to make. They pay 
for it because they have coverage, they 
take it home, and their health im-
proves. 

All of the senior citizens that I have 
met with in my district have been ask-
ing me to please help them get the cov-
erage for the prescription drugs they 
need to stay healthy and out of the 
hospital. That is all they ask. The 
women and the men. That is what we 
give them in our bill. I urge support. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentleman from 
New York (Mr. NADLER). 

Mr. NADLER. Mr. Speaker, what we 
have on the floor today is a pitiful, pa-
thetic, puny, pretend plan; a pretend 
plan that pretends to offer seniors pre-
scription drug care, prescription drugs; 
but what it really does is gives a lot of 
money to the insurance companies and 
says please, we hope you will do some-
thing for our seniors, maybe. That is 
all it is. 

They are too something, I will not 
say what because my words might be 
taken down, but they will not permit 
the Democratic plan, which is a 
straight plan for Medicare to pay for 80 
percent of the cost of prescription 
drugs, to be offered on this floor be-
cause they do not have confidence that 
they could win the debate. They will 
not permit the two plans to be offered 
on this floor to be debated because 
they are afraid in the light of day if the 
American people see it, they would say, 
We want a plan. We want what they 
call the Soviet-style plan, which is 
what they characterize Medicare as for 
the last 40 years. 

They did not want it then. They still 
do not want it. And they certainly do 
not want Medicare coverage for pre-
scription drugs. They want to give 
more money to the insurance compa-
nies and say we hope they will provide 
it. Fat chance. 

Mr. LINDER. Mr. Speaker, I yield 1 
minute to the gentleman from Ken-
tucky (Mr. FLETCHER). 

Mr. FLETCHER. Mr. Speaker, this 
evening we are addressing one of the 
most pressing health care issues in 
America. I am very disappointed that 
my colleagues on the other side of the 
aisle, when we marked up the budget, 
they absolutely set aside no amount of 
money, zippo. They did nothing to set 
aside any money for prescription drugs 
for seniors. There was no plan in order 
to provide the funding for the plan that 
they offered in the committee; and it 
was a $973 billion plan offered in the 
committee. There was no way of pay-
ing for it. This burden was going to be 
on our children and grandchildren, and 
the other side of the aisle offered no 
single way of paying for it. 

Mr. Speaker, they talked about 
taxes, but they did not offer the tax in-
crease that would have been required. 
Are they taking it from Social Secu-
rity? That is where it would have had 
to come from. Now they talk about 
controlling cost. 

We eliminated the best prices which 
eliminated the floor. Congressional 
Budget Office estimates this has the 
most cost-controlling policy of any 
plan offered. That means we are going 
to provide the most competitive prices 
for drugs. I encourage Members to sup-
port the rule and the bill.

Ms. SLAUGHTER. Mr. Speaker, I 
yield 2 minutes to the gentleman from 
Arkansas (Mr. BERRY). 

Mr. BERRY. Mr. Speaker, I thank 
the gentlewoman for yielding me this 
time. 

Mr. Speaker, this rule is a fraud. This 
bill is a fraud. They have come to the 
floor and said that they are going to do 
something about prescription drugs for 
our seniors. Not a dime of this money 
goes to buy any medicine. It goes to 
the insurance companies. 

I wondered, as I listened to this de-
bate this evening, if my colleagues on 
the other side of the aisle have bought 
into the philosophy of that old philoso-
pher and spiritual leader, Brother Dave 
Gardner, who said, ‘‘When you get a 
man down, kick him because it gives 
him incentive to rise above himself.’’ 

They have got our senior citizens 
down, and now they want to kick them. 
The Greatest Generation that lived 
through the Depression, fought World 
War II and built this Nation, and now 
we are going to just kick them one 
more time. And if we cannot kick 
them, we are going to trick them and 
try to make them think that we are 
going to buy them some prescription 
medicine. This bill does not buy them 
anything. 

Mr. Speaker, this rule should not 
pass and this bill should not pass be-
cause everyone who votes for it is 
going to have to live forever with the 
fact that they mistreated our senior 
citizens, the Greatest Generation one 
more time. 

Mr. LINDER. Mr. Speaker, I yield 2 
minutes to the gentleman from Cali-
fornia (Mr. CUNNINGHAM). 

Mr. CUNNINGHAM. Mr. Speaker, I 
would like to speak to my colleagues 
on the other side of the aisle. The gen-
tlewoman from New York (Ms. SLAUGH-
TER) and I have been friends for a long 
time. I have a mom. I have a grand-
mother that is 93 years old. I have a 
mother-in-law and two daughters. They 
just left topside. 

What we resent on this side, and they 
know the gamesmanship when they 
had the majority, but the inferences 
that Republicans do not care about our 
families is wrong. We do. I would give 
my life for my family. And I would not 
give a dime to drug companies if I 
thought it was going to hurt. 

Let me give an example. I had pneu-
monia a couple of years ago; and when 
I went to the doctor, the price of 
Augmentin was $110. My wife had pre-
scription drug insurance through the 
school system where she is a teacher. 
That drug instead of $110 was $17. That 
is the free market private system, and 
we want more and more people to be 
included in that. 

Now, I understand if the other side of 
the aisle wants a government-con-
trolled health care plan like the former 
First Lady tried to do with health care. 
That is their prerogative, but we think 
that is wrong. We do care about our 
people. No child should have to apolo-
gize because they go to get a drug, and 
like the President sat right up here, 
President Clinton, and we take care of 
that. But to give the inference that Re-
publicans do not care about our fami-
lies is wrong because we do. We care 
very much. 
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I would also say that the gentle-

woman from California (Ms. PELOSI), 
who spoke previously, since 1988, every 
single year she voted to take 100 per-
cent of the money out of the Social Se-
curity trust fund, and here is the docu-
mentation.

Ms. SLAUGHTER. Mr. Speaker, I 
yield 1 minute to the gentlewoman 
from Texas (Ms. JACKSON-LEE). 

(Ms. JACKSON-LEE of Texas asked 
and was given permission to revise and 
extend her remarks.) 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, I am told that our physicians 
take a Hippocratic oath, and that oath 
says when someone is in need and 
trusts the physician, do no harm. 

I am sad to say that the insurance 
companies and the Republicans have 
gotten together, and they are doing 
great harm. The Republican insurance 
protection act: value, zero. Zero bene-
fits. Zero to Mom, zero to Dad, zero 
benefits to the disabled. It is a shame. 
Realize that our sick seniors are on a 
roller coaster. Their premiums are not 
guaranteed, deductibles are high. She 
is not assured that she will be able to 
buy the drugs at the pharmacy she 
trusts, and she gets nothing for a big 
part of the year, even though she keeps 
paying premiums. 

Mr. Speaker, the Member from Flor-
ida said everybody takes money, the 
Democrats took money. But the Demo-
crats did not take $31 million 5 days be-
fore we were supposed to come to the 
floor of the House and deny us a sub-
stitute in order for us to be able to de-
bate this bill on behalf of the American 
people. 

Mr. LINDER. Mr. Speaker, I yield 1 
minute to the gentleman from Georgia 
(Mr. KINGSTON). 

Mr. KINGSTON. Mr. Speaker, after 
looking at this issue from many dif-
ferent angles and for many different 
weeks, I am going to support this rule. 
There is a lot more left to do that I am 
going to be a part of, and I am proud to 
see that a number of our Members of 
our leadership have agreed to in terms 
of addressing and lowering the cost of 
prescription drugs. But as I listen to 
this rhetoric tonight, and so much of it 
is totally uncalled for, one has to be-
lieve the statement made in the New 
Republic in June that the Democrats 
want this issue on the table because it 
is an election year, they do not want 
the bill, they want the issue. I am lis-
tening to this, and I know there are a 
lot of Democrats who want the policy, 
but I cannot help but think tonight 
that the Democrats want the politics.
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You have to ask yourself, where is 
your plan? Where is your plan? We 
know that Mr. DASCHLE and some of 
the folks across the hall have one, but 
it is a trillion-dollar plan which will 
bankrupt Medicare. As you say, you do 
not like our plan. Well, our plan does 
not bankrupt Medicare. If you want to 
protect Medicare, why do you want to 
bankrupt it?

ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 
The SPEAKER pro tempore (Mr. 

LATOURETTE). The Chair would again 
ask all Members to yield to the gavel.

Ms. SLAUGHTER. Mr. Speaker, we 
had a plan. We had a fine plan. We just 
could not bring it out here before the 
American people. 

Mr. Speaker, I yield 11⁄2 minutes to 
the gentlewoman from California (Ms. 
ESHOO). 

Ms. ESHOO. I thank the gentle-
woman for yielding me this time. 

Mr. Speaker, I rise this evening in 
opposition to this rule. There is some-
thing very, very, very wrong in this 
House; and my Republican colleagues 
know it. You know it because you al-
ways speak of choice. You always 
speak about competition. You are al-
ways talking about new ideas. But you 
will not allow them to come to the 
floor of the House of Representatives. 

I represent 650,000 people. The gen-
tleman that just came to the podium 
said, ‘‘Where is your plan?’’ It is right 
here. But you are afraid to debate it. 
Why do you not stand up, be men and 
women, and debate it? Do not be afraid 
of ideas. So we will protest. 

You know that the Democrats since 
the 1960s and before that have had a 
love affair with Medicare. You will 
never drive a wedge between us and 
Medicare. That is what we wanted to 
offer. We wanted to bring our plan to 
the floor of the House. Perhaps you 
have the votes to beat that, but the 
disgrace is that you waved the flag and 
then you waived the democratic rules. 

Shame on you. Shame on you for 
doing that. Go home and explain that 
to good Republicans, to good independ-
ents and to the Democrats in your dis-
trict. They would never, ever accept 
that. That is why there is frustration 
and anger on this side. We can debate 
these things, but you are afraid to. You 
do not want to hear an idea, you do not 
want to hear about choice, and you do 
not want to hear about competition. 

Ms. SLAUGHTER. Mr. Speaker, I 
yield back the balance of my time. 

Mr. LINDER. Mr. Speaker, I yield 
myself the balance of my time. 

We have had an interesting debate 
here. We had a parade of female Demo-
crats march down citing the mantra 
that this bill does nothing for senior 
women. In fact, not one of them spoke 
with any particularity to the bill. We 
had the gentlewoman from Connecticut 
(Mrs. JOHNSON) step up right after that 
and list time after time after time 
where this was of benefit for women 
across the country and most particu-
larly low-income women. 

Women have been abused by our so-
cial service programs from Social Se-
curity through Medicare. This is the 
first time that any party or any Con-
gress has made an effort to fix that. 
This is a genuine improvement on this 
current circumstance. 

Facts do not cease to exist just be-
cause they are ignored. 

It was a fact that, some time ago, the 
Democrats controlled this body for 40 

years and controlled the White House 
from time to time in the midst of that 
and never once put forth this impor-
tant program. 

It was a fact that when I came here 
in 1993 they had overwhelming majori-
ties and a President who was enthusi-
astic about taking over the health care 
system. But they did not ever put on 
the floor for a discussion or debate any 
prescription drug program for either 
side to consider. 

It is a fact that the Democrats had 
an opportunity to put forth a program 
that fit within the budget agreement 
that was passed by this House, a dis-
cipline that this body and this side of 
the House took seriously. We put forth 
a bill that fit within the discipline. 
They did not. This is our proposal. This 
is our rule. We urge support for it.

Mr. Speaker, I yield back the balance 
of my time, and I move the previous 
question on the resolution. 

The previous question was ordered. 
The SPEAKER pro tempore. The 

question is on the resolution. 
The question was taken; and the 

Speaker pro tempore announced that 
the ayes appeared to have it. 

Ms. SLAUGHTER. Mr. Speaker, I ob-
ject to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempore. Evi-
dently, a quorum is not present. 

The Sergeant at Arms will notify ab-
sent Members. 

The vote was taken by electronic de-
vice, and there were—yeas 218, nays 
213, not voting 4, as follows:

[Roll No. 280] 

YEAS—218

Aderholt 
Akin 
Armey 
Bachus 
Baker 
Ballenger 
Barr 
Bartlett 
Barton 
Bass 
Bereuter 
Biggert 
Bilirakis 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Boozman 
Brady (TX) 
Brown (SC) 
Bryant 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Cannon 
Cantor 
Capito 
Castle 
Chabot 
Chambliss 
Coble 
Collins 
Combest 
Cooksey 
Cox 
Crane 
Crenshaw 
Cubin 

Culberson 
Cunningham 
Davis, Jo Ann 
Davis, Tom 
Deal 
DeLay 
DeMint 
Diaz-Balart 
Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Everett 
Ferguson 
Flake 
Fletcher 
Foley 
Forbes 
Fossella 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
Goss 
Graham 
Granger 
Graves 
Green (WI) 
Greenwood 
Grucci 
Hansen 
Hart 

Hastert 
Hastings (WA) 
Hayes 
Hayworth 
Hefley 
Herger 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hyde 
Isakson 
Issa 
Jenkins 
Johnson (CT) 
Johnson (IL) 
Johnson, Sam 
Keller 
Kelly 
Kennedy (MN) 
Kerns 
King (NY) 
Kingston 
Kirk 
Knollenberg 
Kolbe 
LaHood 
Latham 
LaTourette 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
LoBiondo 
Lucas (OK) 
Manzullo 
McCrery 
McHugh 
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McInnis 
McKeon 
Mica 
Miller, Dan 
Miller, Gary 
Miller, Jeff 
Moran (KS) 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Osborne 
Ose 
Otter 
Oxley 
Paul 
Pence 
Peterson (PA) 
Petri 
Pickering 
Pitts 
Platts 
Pombo 
Portman 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Ramstad 

Regula 
Rehberg 
Reynolds 
Riley 
Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryan (WI) 
Ryun (KS) 
Saxton 
Schaffer 
Schrock 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (TX) 
Souder 
Stearns 
Stump 

Sullivan 
Sununu 
Sweeney 
Tancredo 
Tauzin 
Taylor (NC) 
Terry 
Thomas 
Thornberry 
Thune 
Tiahrt 
Tiberi 
Toomey 
Upton 
Vitter 
Walden 
Walsh 
Wamp 
Watkins (OK) 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Whitfield 
Wicker 
Wilson (NM) 
Wilson (SC) 
Wolf 
Young (AK) 
Young (FL) 

NAYS—213

Abercrombie 
Ackerman 
Allen 
Andrews 
Baca 
Baird 
Baldacci 
Baldwin 
Barcia 
Barrett 
Becerra 
Bentsen 
Berkley 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Bonior 
Borski 
Boswell 
Boucher 
Boyd 
Brady (PA) 
Brown (FL) 
Brown (OH) 
Capps 
Capuano 
Cardin 
Carson (IN) 
Carson (OK) 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Crowley 
Cummings 
Davis (CA) 
Davis (FL) 
Davis (IL) 
DeFazio 
DeGette 
Delahunt 
DeLauro 
Deutsch 
Dicks 
Dingell 
Doggett 
Dooley 
Doyle 
Edwards 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Filner 
Ford 
Frank 
Frost 
Gephardt 
Gonzalez 

Gordon 
Green (TX) 
Gutierrez 
Gutknecht 
Hall (OH) 
Hall (TX) 
Harman 
Hastings (FL) 
Hill 
Hilliard 
Hinchey 
Hinojosa 
Hoeffel 
Holden 
Holt 
Honda 
Hooley 
Hoyer 
Inslee 
Israel 
Istook 
Jackson (IL) 
Jackson-Lee 

(TX) 
Jefferson 
John 
Johnson, E. B. 
Jones (NC) 
Jones (OH) 
Kanjorski 
Kaptur 
Kennedy (RI) 
Kildee 
Kilpatrick 
Kind (WI) 
Kleczka 
Kucinich 
LaFalce 
Lampson 
Langevin 
Lantos 
Larsen (WA) 
Larson (CT) 
Lee 
Levin 
Lewis (GA) 
Lipinski 
Lofgren 
Lowey 
Lucas (KY) 
Luther 
Lynch 
Maloney (CT) 
Maloney (NY) 
Markey 
Mascara 
Matheson 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McCollum 
McDermott 
McGovern 
McIntyre 
McKinney 
McNulty 

Meehan 
Meek (FL) 
Meeks (NY) 
Menendez 
Millender-

McDonald 
Miller, George 
Mink 
Mollohan 
Moore 
Moran (VA) 
Morella 
Murtha 
Nadler 
Napolitano 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Peterson (MN) 
Phelps 
Pomeroy 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Roemer 
Ross 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schakowsky 
Schiff 
Scott 
Serrano 
Sherman 
Shows 
Skelton 
Slaughter 
Smith (WA) 
Snyder 
Solis 
Spratt 
Stark 
Stenholm 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
Thompson (CA) 
Thompson (MS) 

Thurman 
Tierney 
Towns 
Turner 
Udall (CO) 
Udall (NM) 

Velazquez 
Visclosky 
Waters 
Watson (CA) 
Watt (NC) 
Waxman 

Weiner 
Wexler 
Woolsey 
Wu 
Wynn 

NOT VOTING—4 

Clay 
Engel 

Roukema 
Traficant

b 2243 
Mr. WEINER, Ms. KAPTUR, and Mr. 

BECERRA changed their vote from 
‘‘yea’’ to ‘‘nay.’’ 

So the resolution was agreed to. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table.

b 2245 
Mrs. JOHNSON of Connecticut. Mr. 

Speaker, pursuant to House Resolution 
465, I call up the bill (H.R. 4954) to 
amend title XVIII of the Social Secu-
rity Act to provide for a voluntary pro-
gram for prescription drug coverage 
under the Medicare Program, to mod-
ernize and reform payments and the 
regulatory structure of the Medicare 
Program, and for other purposes, and 
ask for its immediate consideration. 

The Clerk read the title of the bill. 
The SPEAKER pro tempore (Mr. 

THORNBERRY). Pursuant to House Reso-
lution 465, the bill is considered as read 
for amendment. 

The text of H.R. 4954 is as follows:
H.R. 4954

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE; AMENDMENTS TO SO-

CIAL SECURITY ACT; REFERENCES 
TO BIPA AND SECRETARY; TABLE OF 
CONTENTS. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Medicare Modernization and Prescrip-
tion Drug Act of 2002’’. 

(b) AMENDMENTS TO SOCIAL SECURITY 
ACT.—Except as otherwise specifically pro-
vided, whenever in this Act an amendment is 
expressed in terms of an amendment to or re-
peal of a section or other provision, the ref-
erence shall be considered to be made to that 
section or other provision of the Social Secu-
rity Act. 

(c) BIPA; SECRETARY.—In this Act: 
(1) BIPA.—The term ‘‘BIPA’’ means the 

Medicare, Medicaid, and SCHIP Benefits Im-
provement and Protection Act of 2000, as en-
acted into law by section 1(a)(6) of Public 
Law 106–554. 

(2) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of Health and Human 
Services. 

(d) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
Sec. 1. Short title; amendments to Social 

Security Act; references to 
BIPA and Secretary; table of 
contents. 

TITLE I—MEDICARE PRESCRIPTION 
DRUG BENEFIT 

Sec. 101. Establishment of a medicare pre-
scription drug benefit. 

‘‘PART D—VOLUNTARY PRESCRIPTION DRUG 
BENEFIT PROGRAM 

‘‘Sec. 1860A. Benefits; eligibility; enroll-
ment; and coverage period. 

‘‘Sec. 1860B. Requirements for qualified 
prescription drug coverage. 

‘‘Sec. 1860C. Beneficiary protections for 
qualified prescription drug cov-
erage. 

‘‘Sec. 1860D. Requirements for prescrip-
tion drug plan (PDP) sponsors; 
contracts; establishment of 
standards. 

‘‘Sec. 1860E. Process for beneficiaries to 
select qualified prescription 
drug coverage. 

‘‘Sec. 1860F. Submission of bids. 
‘‘Sec. 1860G. Premium and cost-sharing 

subsidies for low-income indi-
viduals. 

‘‘Sec. 1860H. Subsidies for all medicare 
beneficiaries for qualified pre-
scription drug coverage. 

‘‘Sec. 1860I. Medicare Prescription Drug 
Trust Fund. 

‘‘Sec. 1860J. Definitions; treatment of 
references to provisions in part 
C. 

Sec. 102. Offering of qualified prescription 
drug coverage under the 
Medicare+Choice program. 

Sec. 103. Medicaid amendments. 
Sec. 104. Medigap transition. 
Sec. 105. Medicare prescription drug dis-

count card endorsement pro-
gram. 

TITLE II—MEDICARE+CHOICE REVITAL-
IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

Subtitle A—Medicare+Choice Revitalization 
Sec. 201. Medicare+Choice improvements. 
Sec. 202. Making permanent change in 

Medicare+Choice reporting 
deadlines and annual, coordi-
nated election period. 

Sec. 203. Avoiding duplicative State regula-
tion. 

Sec. 204. Specialized Medicare+Choice plans 
for special needs beneficiaries. 

Sec. 205. Medicare MSAs. 
Sec. 206. Extension of reasonable cost and 

SHMO contracts. 
Subtitle B—Medicare+Choice Competition 

Program 
Sec. 211. Medicare+Choice competition pro-

gram. 
Sec. 212. Demonstration program for com-

petitive-demonstration areas. 
Sec. 213. Conforming amendments. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

Sec. 301. Reference to full market basket in-
crease for sole community hos-
pitals. 

Sec. 302. Enhanced disproportionate share 
hospital (DSH) treatment for 
rural hospitals and urban hos-
pitals with fewer than 100 beds. 

Sec. 303. 2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 304. More frequent update in weights 
used in hospital market basket. 

Sec. 305. Improvements to critical access 
hospital program. 

Sec. 306. Extension of temporary increase 
for home health services fur-
nished in a rural area. 

Sec. 307. Reference to 10 percent increase in 
payment for hospice care fur-
nished in a frontier area and 
rural hospice demonstration 
project. 

Sec. 308. Reference to priority for hospitals 
located in rural or small urban 
areas in redistribution of un-
used graduate medical edu-
cation residencies. 

Sec. 309. GAO study of geographic dif-
ferences in payments for physi-
cians’ services. 

Sec. 310. Providing safe harbor for certain 
collaborative efforts that ben-
efit medically underserved pop-
ulations. 
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TITLE IV—PROVISIONS RELATING TO 

PART A 
Subtitle A—Inpatient Hospital Services 

Sec. 401. Revision of acute care hospital pay-
ment updates. 

Sec. 402. 2-year increase in level of adjust-
ment for indirect costs of med-
ical education (IME). 

Sec. 403. Recognition of new medical tech-
nologies under inpatient hos-
pital PPS. 

Sec. 404. Phase-in of Federal rate for hos-
pitals in Puerto Rico. 

Sec. 405. Reference to provision relating to 
enhanced disproportionate 
share hospital (DSH) payments 
for rural hospitals and urban 
hospitals with fewer than 100 
beds. 

Sec. 406. Reference to provision relating to 
2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 407. Reference to provision for more fre-
quent updates in the weights 
used in hospital market basket. 

Sec. 408. Reference to provision making im-
provements to critical access 
hospital program.for more fre-
quent updates in the weights 
used in hospital market basket. 

Subtitle B—Skilled Nursing Facility 
Services 

Sec. 411. Payment for covered skilled nurs-
ing facility services. 
Subtitle C—Hospice 

Sec. 421. Coverage of hospice consultation 
services. 

Sec. 422. 10 percent increase in payment for 
hospice care furnished in a 
frontier area. 

Sec. 423. Rural hospice demonstration 
project. 

Subtitle D—Other Provisions 
Sec. 431. Demonstration project for use of 

recovery audit contractors for 
part A services. 

TITLE V—PROVISIONS RELATING TO 
PART B 

Subtitle A—Physicians’ Services 
Sec. 501. Revision of updates for physicians’ 

services. 
Sec. 502. Studies on access to physicians’ 

services. 
Sec. 503. MedPAC report on payment for 

physicians’ services. 
Subtitle B—Other Services 

Sec. 511. Competitive acquisition of certain 
items and services. 

Sec. 512. Payment for ambulance services. 
Sec. 513. 1-year extension of moratorium on 

therapy caps; provisions relat-
ing to reports. 

Sec. 514. Accelerated implementation of 20 
percent coinsurance for hos-
pital outpatient department 
(OPD) services; other OPD pro-
visions. 

Sec. 515. Coverage of an initial preventive 
physical examination. 

Sec. 516. Renal dialysis services. 
TITLE VI—PROVISIONS RELATING TO 

PARTS A AND B 
Subtitle A—Home Health Services 

Sec. 601. Elimination of 15 percent reduction 
in payment rates under the pro-
spective payment system. 

Sec. 602. Establishment of reduced copay-
ment for a home health service 
episode of care for certain bene-
ficiaries. 

Sec. 603. Update in home health services. 

Sec. 604. OASIS Task Force; suspension of 
certain OASIS data collection 
requirements pending Task 
Force submittal of report. 

Sec. 605. MedPAC study on medicare mar-
gins of home health agencies. 

Subtitle B—Direct Graduate Medical 
Education 

Sec. 611. Extension of update limitation on 
high cost programs. 

Sec. 612. Redistribution of unused resident 
positions. 

Subtitle C—Other Provisions 

Sec. 621. Modifications to Medicare Pay-
ment Advisory Commission 
(MedPAC). 

Sec. 622. Demonstration project for disease 
management for certain medi-
care beneficiaries with diabe-
tes. 

Sec. 623. Demonstration project for medical 
adult day care services. 

TITLE VII—MEDICARE BENEFITS 
ADMINISTRATION 

Sec. 701. Establishment of Medicare Benefits 
Administration. 

TITLE VIII—REGULATORY REDUCTION 
AND CONTRACTING REFORM 

Subtitle A—Regulatory Reform 

Sec. 801. Construction; definition of sup-
plier. 

Sec. 802. Issuance of regulations. 
Sec. 803. Compliance with changes in regula-

tions and policies. 
Sec. 804. Reports and studies relating to reg-

ulatory reform. 

Subtitle B—Contracting Reform 

Sec. 811. Increased flexibility in medicare 
administration. 

Sec. 812. Requirements for information secu-
rity for medicare administra-
tive contractors. 

Subtitle C—Education and Outreach 

Sec. 821. Provider education and technical 
assistance. 

Sec. 822. Small provider technical assistance 
demonstration program. 

Sec. 823. Medicare provider ombudsman; 
medicare beneficiary ombuds-
man. 

Sec. 824. Beneficiary outreach demonstra-
tion program. 

Subtitle D—Appeals and Recovery 

Sec. 831. Transfer of responsibility for medi-
care appeals. 

Sec. 832. Process for expedited access to re-
view. 

Sec. 833. Revisions to medicare appeals proc-
ess. 

Sec. 834. Prepayment review. 
Sec. 835. Recovery of overpayments. 
Sec. 836. Provider enrollment process; right 

of appeal. 
Sec. 837. Process for correction of minor er-

rors and omissions on claims 
without pursuing appeals proc-
ess. 

Sec. 838. Prior determination process for 
certain items and services; ad-
vance beneficiary notices. 

Subtitle E—Miscellaneous Provisions 

Sec. 841. Policy development regarding eval-
uation and management (E & 
M) documentation guidelines. 

Sec. 842. Improvement in oversight of tech-
nology and coverage. 

Sec. 843. Treatment of hospitals for certain 
services under medicare sec-
ondary payor (MSP) provisions. 

Sec. 844. EMTALA improvements. 
Sec. 845. Emergency Medical Treatment and 

Active Labor Act (EMTALA) 
Technical Advisory Group. 

Sec. 846. Authorizing use of arrangements 
with other hospice programs to 
provide core hospice services in 
certain circumstances. 

Sec. 847. Application of OSHA bloodborne 
pathogens standard to certain 
hospitals. 

Sec. 848. BIPA-related technical amend-
ments and corrections. 

Sec. 849. Conforming authority to waive a 
program exclusion. 

Sec. 850. Treatment of certain dental 
claims. 

Sec. 851. Annual publication of list of na-
tional coverage determinations. 

TITLE IX—MEDICAID, PUBLIC HEALTH, 
AND OTHER HEALTH PROVISIONS 

Subtitle A—Medicaid Provisions 
Sec. 901. National Bipartisan Commission on 

the Future of Medicaid. 
Sec. 902. GAO study on medicaid drug pay-

ment system. 
Subtitle B—Internet Pharmacies 

Sec. 911. Findings. 
Sec. 912. Amendment to Federal Food, Drug, 

and Cosmetic Act. 
Sec. 913. Public education. 
Sec. 914. Study regarding coordination of 

regulatory activities. 
Sec. 915. Effective date. 

Subtitle C—Promotion of Electronic 
Prescription 

Sec. 921. Program of grants to health care 
providers to implement elec-
tronic prescription drug pro-
grams. 

Subtitle D—Treatment of Rare Diseases 
Sec. 931. NIH Office of Rare Diseases at Na-

tional Institutes of Health. 
Sec. 932. Rare disease regional centers of ex-

cellence. 
Subtitle E—Other Provisions Relating to 

Drugs 
Sec. 941. GAO study regarding direct-to-con-

sumer advertising of prescrip-
tion drugs. 

Sec. 942. Certain health professions pro-
grams regarding practice of 
pharmacy. 

‘‘SUBPART 3—PHARMACIST WORKFORCE 
PROGRAMS 

‘‘Sec. 771. Public service announce-
ments. 

‘‘Sec. 772. Demonstration project. 
‘‘Sec. 773. Information technology. 
‘‘Sec. 774. Authorization of appropria-

tions. 
TITLE X—HEALTH-CARE RELATED TAX 

PROVISIONS 
Sec. 1001. Eligibility for Archer MSA’s ex-

tended to account holders of 
Medicare+Choice MSA’s. 

Sec. 1002. Adjustment of employer contribu-
tions to Combined Benefit Fund 
to reflect medicare prescription 
drug subsidy payments. 

Sec. 1003. Expansion of human clinical trials 
qualifying for orphan drug cred-
it.

TITLE I—MEDICARE PRESCRIPTION DRUG 
BENEFIT 

SEC. 101. ESTABLISHMENT OF A MEDICARE PRE-
SCRIPTION DRUG BENEFIT. 

(a) IN GENERAL.—Title XVIII is amended—
(1) by redesignating part D as part E; and 
(2) by inserting after part C the following 

new part: 
‘‘PART D—VOLUNTARY PRESCRIPTION DRUG 

BENEFIT PROGRAM 
‘‘SEC. 1860A. BENEFITS; ELIGIBILITY; ENROLL-

MENT; AND COVERAGE PERIOD. 
‘‘(a) PROVISION OF QUALIFIED PRESCRIPTION 

DRUG COVERAGE THROUGH ENROLLMENT IN 
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PLANS.—Subject to the succeeding provisions 
of this part, each individual who is entitled 
to benefits under part A or is enrolled under 
part B is entitled to obtain qualified pre-
scription drug coverage (described in section 
1860B(a)) as follows: 

‘‘(1) MEDICARE+CHOICE PLAN.—If the indi-
vidual is eligible to enroll in a 
Medicare+Choice plan that provides qualified 
prescription drug coverage under section 
1851(j), the individual may enroll in the plan 
and obtain coverage through such plan. 

‘‘(2) PRESCRIPTION DRUG PLAN.—If the indi-
vidual is not enrolled in a Medicare+Choice 
plan that provides qualified prescription 
drug coverage, the individual may enroll 
under this part in a prescription drug plan 
(as defined in section 1860J(a)(5)).
Such individuals shall have a choice of such 
plans under section 1860E(d). 

‘‘(b) GENERAL ELECTION PROCEDURES.—
‘‘(1) IN GENERAL.—An individual eligible to 

make an election under subsection (a) may 
elect to enroll in a prescription drug plan 
under this part, or elect the option of quali-
fied prescription drug coverage under a 
Medicare+Choice plan under part C, and to 
change such election only in such manner 
and form as may be prescribed by regula-
tions of the Administrator of the Medicare 
Benefits Administration (appointed under 
section 1808(b)) (in this part referred to as 
the ‘Medicare Benefits Administrator’) and 
only during an election period prescribed in 
or under this subsection. 

‘‘(2) ELECTION PERIODS.—
‘‘(A) IN GENERAL.—Except as provided in 

this paragraph, the election periods under 
this subsection shall be the same as the cov-
erage election periods under the 
Medicare+Choice program under section 
1851(e), including—

‘‘(i) annual coordinated election periods; 
and 

‘‘(ii) special election periods.
In applying the last sentence of section 
1851(e)(4) (relating to discontinuance of a 
Medicare+Choice election during the first 
year of eligibility) under this subparagraph, 
in the case of an election described in such 
section in which the individual had elected 
or is provided qualified prescription drug 
coverage at the time of such first enroll-
ment, the individual shall be permitted to 
enroll in a prescription drug plan under this 
part at the time of the election of coverage 
under the original fee-for-service plan. 

‘‘(B) INITIAL ELECTION PERIODS.—
‘‘(i) INDIVIDUALS CURRENTLY COVERED.—In 

the case of an individual who is entitled to 
benefits under part A or enrolled under part 
B as of November 1, 2004, there shall be an 
initial election period of 6 months beginning 
on that date. 

‘‘(ii) INDIVIDUAL COVERED IN FUTURE.—In 
the case of an individual who is first entitled 
to benefits under part A or enrolled under 
part B after such date, there shall be an ini-
tial election period which is the same as the 
initial enrollment period under section 
1837(d). 

‘‘(C) ADDITIONAL SPECIAL ELECTION PERI-
ODS.—The Administrator shall establish spe-
cial election periods—

‘‘(i) in cases of individuals who have and 
involuntarily lose prescription drug coverage 
described in subsection (c)(2)(C); 

‘‘(ii) in cases described in section 1837(h) 
(relating to errors in enrollment), in the 
same manner as such section applies to part 
B; 

‘‘(iii) in the case of an individual who 
meets such exceptional conditions (including 
conditions provided under section 
1851(e)(4)(D)) as the Administrator may pro-
vide; and 

‘‘(iv) in cases of individuals (as determined 
by the Administrator) who become eligible 

for prescription drug assistance under title 
XIX under section 1935(d). 

‘‘(c) GUARANTEED ISSUE; COMMUNITY RAT-
ING; AND NONDISCRIMINATION.—

‘‘(1) GUARANTEED ISSUE.—
‘‘(A) IN GENERAL.—An eligible individual 

who is eligible to elect qualified prescription 
drug coverage under a prescription drug plan 
or Medicare+Choice plan at a time during 
which elections are accepted under this part 
with respect to the plan shall not be denied 
enrollment based on any health status-re-
lated factor (described in section 2702(a)(1) of 
the Public Health Service Act) or any other 
factor. 

‘‘(B) MEDICARE+CHOICE LIMITATIONS PER-
MITTED.—The provisions of paragraphs (2) 
and (3) (other than subparagraph (C)(i), relat-
ing to default enrollment) of section 1851(g) 
(relating to priority and limitation on termi-
nation of election) shall apply to PDP spon-
sors under this subsection. 

‘‘(2) COMMUNITY-RATED PREMIUM.—
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who maintains (as determined under 
subparagraph (C)) continuous prescription 
drug coverage since the date the individual 
first qualifies to elect prescription drug cov-
erage under this part, a PDP sponsor or 
Medicare+Choice organization offering a pre-
scription drug plan or Medicare+Choice plan 
that provides qualified prescription drug 
coverage and in which the individual is en-
rolled may not deny, limit, or condition the 
coverage or provision of covered prescription 
drug benefits or increase the premium under 
the plan based on any health status-related 
factor described in section 2702(a)(1) of the 
Public Health Service Act or any other fac-
tor. 

‘‘(B) LATE ENROLLMENT PENALTY.—In the 
case of an individual who does not maintain 
such continuous prescription drug coverage 
(as described in subparagraph (C)), a PDP 
sponsor or Medicare+Choice organization 
may (notwithstanding any provision in this 
title) adjust the premium otherwise applica-
ble or impose a pre-existing condition exclu-
sion with respect to qualified prescription 
drug coverage in a manner that reflects addi-
tional actuarial risk involved. Such a risk 
shall be established through an appropriate 
actuarial opinion of the type described in 
subparagraphs (A) through (C) of section 
2103(c)(4). 

‘‘(C) CONTINUOUS PRESCRIPTION DRUG COV-
ERAGE.—An individual is considered for pur-
poses of this part to be maintaining contin-
uous prescription drug coverage on and after 
the date the individual first qualifies to elect 
prescription drug coverage under this part if 
the individual establishes that as of such 
date the individual is covered under any of 
the following prescription drug coverage and 
before the date that is the last day of the 63-
day period that begins on the date of termi-
nation of the particular prescription drug 
coverage involved (regardless of whether the 
individual subsequently obtains any of the 
following prescription drug coverage): 

‘‘(i) COVERAGE UNDER PRESCRIPTION DRUG 
PLAN OR MEDICARE+CHOICE PLAN.—Qualified 
prescription drug coverage under a prescrip-
tion drug plan or under a Medicare+Choice 
plan. 

‘‘(ii) MEDICAID PRESCRIPTION DRUG COV-
ERAGE.—Prescription drug coverage under a 
medicaid plan under title XIX, including 
through the Program of All-inclusive Care 
for the Elderly (PACE) under section 1934, 
through a social health maintenance organi-
zation (referred to in section 4104(c) of the 
Balanced Budget Act of 1997), or through a 
Medicare+Choice project that demonstrates 
the application of capitation payment rates 
for frail elderly medicare beneficiaries 
through the use of a interdisciplinary team 
and through the provision of primary care 

services to such beneficiaries by means of 
such a team at the nursing facility involved. 

‘‘(iii) PRESCRIPTION DRUG COVERAGE UNDER 
GROUP HEALTH PLAN.—Any outpatient pre-
scription drug coverage under a group health 
plan, including a health benefits plan under 
the Federal Employees Health Benefit Plan 
under chapter 89 of title 5, United States 
Code, and a qualified retiree prescription 
drug plan as defined in section 1860H(f)(1), 
but only if (subject to subparagraph (E)(ii)) 
the coverage provides benefits at least equiv-
alent to the benefits under a qualified pre-
scription drug plan. 

‘‘(iv) PRESCRIPTION DRUG COVERAGE UNDER 
CERTAIN MEDIGAP POLICIES.—Coverage under 
a medicare supplemental policy under sec-
tion 1882 that provides benefits for prescrip-
tion drugs (whether or not such coverage 
conforms to the standards for packages of 
benefits under section 1882(p)(1)), but only if 
the policy was in effect on January 1, 2005, 
and if (subject to subparagraph (E)(ii)) the 
coverage provides benefits at least equiva-
lent to the benefits under a qualified pre-
scription drug plan. 

‘‘(v) STATE PHARMACEUTICAL ASSISTANCE 
PROGRAM.—Coverage of prescription drugs 
under a State pharmaceutical assistance pro-
gram, but only if (subject to subparagraph 
(E)(ii)) the coverage provides benefits at 
least equivalent to the benefits under a 
qualified prescription drug plan. 

‘‘(vi) VETERANS’ COVERAGE OF PRESCRIPTION 
DRUGS.—Coverage of prescription drugs for 
veterans under chapter 17 of title 38, United 
States Code, but only if (subject to subpara-
graph (E)(ii)) the coverage provides benefits 
at least equivalent to the benefits under a 
qualified prescription drug plan. 

‘‘(D) CERTIFICATION.—For purposes of car-
rying out this paragraph, the certifications 
of the type described in sections 2701(e) of 
the Public Health Service Act and in section 
9801(e) of the Internal Revenue Code shall 
also include a statement for the period of 
coverage of whether the individual involved 
had prescription drug coverage described in 
subparagraph (C). 

‘‘(E) DISCLOSURE.—
‘‘(i) IN GENERAL.—Each entity that offers 

coverage of the type described in clause (iii), 
(iv), (v), or (vi) of subparagraph (C) shall pro-
vide for disclosure, consistent with standards 
established by the Administrator, of whether 
such coverage provides benefits at least 
equivalent to the benefits under a qualified 
prescription drug plan. 

‘‘(ii) WAIVER OF LIMITATIONS.—An indi-
vidual may apply to the Administrator to 
waive the requirement that coverage of such 
type provide benefits at least equivalent to 
the benefits under a qualified prescription 
drug plan, if the individual establishes that 
the individual was not adequately informed 
that such coverage did not provide such level 
of benefits. 

‘‘(F) CONSTRUCTION.—Nothing in this sec-
tion shall be construed as preventing the 
disenrollment of an individual from a pre-
scription drug plan or a Medicare+Choice 
plan based on the termination of an election 
described in section 1851(g)(3), including for 
non-payment of premiums or for other rea-
sons specified in subsection (d)(3), which 
takes into account a grace period described 
in section 1851(g)(3)(B)(i). 

‘‘(3) NONDISCRIMINATION.—A PDP sponsor 
offering a prescription drug plan shall not es-
tablish a service area in a manner that 
would discriminate based on health or eco-
nomic status of potential enrollees. 

‘‘(d) EFFECTIVE DATE OF ELECTIONS.—
‘‘(1) IN GENERAL.—Except as provided in 

this section, the Administrator shall provide 
that elections under subsection (b) take ef-
fect at the same time as the Administrator 
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provides that similar elections under section 
1851(e) take effect under section 1851(f). 

‘‘(2) NO ELECTION EFFECTIVE BEFORE 2005.—In 
no case shall any election take effect before 
January 1, 2005. 

‘‘(3) TERMINATION.—The Administrator 
shall provide for the termination of an elec-
tion in the case of—

‘‘(A) termination of coverage under both 
part A and part B; and 

‘‘(B) termination of elections described in 
section 1851(g)(3) (including failure to pay re-
quired premiums). 
‘‘SEC. 1860B. REQUIREMENTS FOR QUALIFIED 

PRESCRIPTION DRUG COVERAGE. 
‘‘(a) REQUIREMENTS.—
‘‘(1) IN GENERAL.—For purposes of this part 

and part C, the term ‘qualified prescription 
drug coverage’ means either of the following: 

‘‘(A) STANDARD COVERAGE WITH ACCESS TO 
NEGOTIATED PRICES.—Standard coverage (as 
defined in subsection (b)) and access to nego-
tiated prices under subsection (d). 

‘‘(B) ACTUARIALLY EQUIVALENT COVERAGE 
WITH ACCESS TO NEGOTIATED PRICES.—Cov-
erage of covered outpatient drugs which 
meets the alternative coverage requirements 
of subsection (c) and access to negotiated 
prices under subsection (d), but only if it is 
approved by the Administrator, as provided 
under subsection (c). 

‘‘(2) PERMITTING ADDITIONAL OUTPATIENT 
PRESCRIPTION DRUG COVERAGE.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B), nothing in this part shall be construed 
as preventing qualified prescription drug 
coverage from including coverage of covered 
outpatient drugs that exceeds the coverage 
required under paragraph (1), but any such 
additional coverage shall be limited to cov-
erage of covered outpatient drugs. 

‘‘(B) DISAPPROVAL AUTHORITY.—The Admin-
istrator shall review the offering of qualified 
prescription drug coverage under this part or 
part C. If the Administrator finds that, in 
the case of a qualified prescription drug cov-
erage under a prescription drug plan or a 
Medicare+Choice plan, that the organization 
or sponsor offering the coverage is engaged 
in activities intended to discourage enroll-
ment of classes of eligible medicare bene-
ficiaries obtaining coverage through the plan 
on the basis of their higher likelihood of uti-
lizing prescription drug coverage, the Ad-
ministrator may terminate the contract 
with the sponsor or organization under this 
part or part C. 

‘‘(3) APPLICATION OF SECONDARY PAYOR PRO-
VISIONS.—The provisions of section 1852(a)(4) 
shall apply under this part in the same man-
ner as they apply under part C. 

‘‘(b) STANDARD COVERAGE.—For purposes of 
this part, the ‘standard coverage’ is coverage 
of covered outpatient drugs (as defined in 
subsection (f)) that meets the following re-
quirements: 

‘‘(1) DEDUCTIBLE.—The coverage has an an-
nual deductible—

‘‘(A) for 2005, that is equal to $250; or 
‘‘(B) for a subsequent year, that is equal to 

the amount specified under this paragraph 
for the previous year increased by the per-
centage specified in paragraph (5) for the 
year involved.

Any amount determined under subparagraph 
(B) that is not a multiple of $10 shall be 
rounded to the nearest multiple of $10. 

‘‘(2) LIMITS ON COST-SHARING.—
‘‘(A) IN GENERAL.—The coverage has cost-

sharing (for costs above the annual deduct-
ible specified in paragraph (1) and up to the 
initial coverage limit under paragraph (3)) as 
follows: 

‘‘(i) FIRST COPAYMENT RANGE.—For costs 
above the annual deductible specified in 
paragraph (1) and up to amount specified in 
subparagraph (C), the cost-sharing—

‘‘(I) is equal to 20 percent; or 
‘‘(II) is actuarially equivalent (using proc-

esses established under subsection (e)) to an 
average expected payment of 20 percent of 
such costs. 

‘‘(ii) SECONDARY COPAYMENT RANGE.—For 
costs above the amount specified in subpara-
graph (C) and up to the initial coverage 
limit, the cost-sharing—

‘‘(I) is equal to 50 percent; or 
‘‘(II) is actuarially consistent (using proc-

esses established under subsection (e)) with 
an average expected payment of 50 percent of 
such costs. 

‘‘(B) USE OF TIERED COPAYMENTS.—Nothing 
in this part shall be construed as preventing 
a PDP sponsor from applying tiered copay-
ments, so long as such tiered copayments are 
consistent with subparagraph (A). 

‘‘(C) INITIAL COPAYMENT THRESHOLD.—The 
amount specified in this subparagraph—

‘‘(i) for 2005, is equal to $1,000; or 
‘‘(ii) for a subsequent year, is equal to the 

amount specified in this subparagraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.
Any amount determined under clause (ii) 
that is not a multiple of $10 shall be rounded 
to the nearest multiple of $10. 

‘‘(3) INITIAL COVERAGE LIMIT.—Subject to 
paragraph (4), the coverage has an initial 
coverage limit on the maximum costs that 
may be recognized for payment purposes 
(above the annual deductible)—

‘‘(A) for 2005, that is equal to $2,000; or 
‘‘(B) for a subsequent year, that is equal to 

the amount specified in this paragraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.

Any amount determined under subparagraph 
(B) that is not a multiple of $25 shall be 
rounded to the nearest multiple of $25. 

‘‘(4) CATASTROPHIC PROTECTION.—
‘‘(A) IN GENERAL.—Notwithstanding para-

graph (3), the coverage provides benefits with 
no cost-sharing after the individual has in-
curred costs (as described in subparagraph 
(C)) for covered outpatient drugs in a year 
equal to the annual out-of-pocket threshold 
specified in subparagraph (B). 

‘‘(B) ANNUAL OUT-OF-POCKET THRESHOLD.—
For purposes of this part, the ‘annual out-of-
pocket threshold’ specified in this subpara-
graph—

‘‘(i) for 2005, is equal to $4,500; or 
‘‘(ii) for a subsequent year, is equal to the 

amount specified in this subparagraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.

Any amount determined under clause (ii) 
that is not a multiple of $100 shall be round-
ed to the nearest multiple of $100. 

‘‘(C) APPLICATION.—In applying subpara-
graph (A)—

‘‘(i) incurred costs shall only include costs 
incurred for the annual deductible (described 
in paragraph (1)), cost-sharing (described in 
paragraph (2)), and amounts for which bene-
fits are not provided because of the applica-
tion of the initial coverage limit described in 
paragraph (3); and 

‘‘(ii) such costs shall be treated as incurred 
only if they are paid by the individual, under 
section 1860G, or under title XIX and the in-
dividual is not reimbursed (through insur-
ance or otherwise) by another person for 
such costs. 

‘‘(5) ANNUAL PERCENTAGE INCREASE.—For 
purposes of this part, the annual percentage 
increase specified in this paragraph for a 
year is equal to the annual percentage in-
crease in average per capita aggregate ex-
penditures for covered outpatient drugs in 
the United States for medicare beneficiaries, 

as determined by the Administrator for the 
12-month period ending in July of the pre-
vious year. 

‘‘(c) ALTERNATIVE COVERAGE REQUIRE-
MENTS.—A prescription drug plan or 
Medicare+Choice plan may provide a dif-
ferent prescription drug benefit design from 
the standard coverage described in sub-
section (b) so long as the following require-
ments are met and the plan applies for, and 
receives, the approval of the Administrator 
for such benefit design: 

‘‘(1) ASSURING AT LEAST ACTUARIALLY 
EQUIVALENT COVERAGE.—

‘‘(A) ASSURING EQUIVALENT VALUE OF TOTAL 
COVERAGE.—The actuarial value of the total 
coverage (as determined under subsection 
(e)) is at least equal to the actuarial value 
(as so determined) of standard coverage. 

‘‘(B) ASSURING EQUIVALENT UNSUBSIDIZED 
VALUE OF COVERAGE.—The unsubsidized value 
of the coverage is at least equal to the un-
subsidized value of standard coverage. For 
purposes of this subparagraph, the unsub-
sidized value of coverage is the amount by 
which the actuarial value of the coverage (as 
determined under subsection (e)) exceeds the 
actuarial value of the subsidy payments 
under section 1860H with respect to such cov-
erage. 

‘‘(C) ASSURING STANDARD PAYMENT FOR 
COSTS AT INITIAL COVERAGE LIMIT.—The cov-
erage is designed, based upon an actuarially 
representative pattern of utilization (as de-
termined under subsection (e)), to provide 
for the payment, with respect to costs in-
curred that are equal to the initial coverage 
limit under subsection (b)(3), of an amount 
equal to at least the sum of the following 
products: 

‘‘(i) FIRST COPAYMENT RANGE.—The product 
of—

‘‘(I) the amount by which the initial copay-
ment threshold described in subsection 
(b)(2)(C) exceeds the deductible described in 
subsection (b)(1); and 

‘‘(II) 100 percent minus the cost-sharing 
percentage specified in subsection 
(b)(2)(A)(i)(I). 

‘‘(ii) SECONDARY COPAYMENT RANGE.—The 
product of—

‘‘(I) the amount by which the initial cov-
erage limit described in subsection (b)(3) ex-
ceeds the initial copayment threshold de-
scribed in subsection (b)(2)(C); and 

‘‘(II) 100 percent minus the cost-sharing 
percentage specified in subsection 
(b)(2)(A)(ii)(I). 

‘‘(2) CATASTROPHIC PROTECTION.—The cov-
erage provides for beneficiaries the cata-
strophic protection described in subsection 
(b)(4). 

‘‘(d) ACCESS TO NEGOTIATED PRICES.—
‘‘(1) IN GENERAL.—Under qualified prescrip-

tion drug coverage offered by a PDP sponsor 
or a Medicare+Choice organization, the spon-
sor or organization shall provide bene-
ficiaries with access to negotiated prices (in-
cluding applicable discounts) used for pay-
ment for covered outpatient drugs, regard-
less of the fact that no benefits may be pay-
able under the coverage with respect to such 
drugs because of the application of cost-shar-
ing or an initial coverage limit (described in 
subsection (b)(3)). Insofar as a State elects to 
provide medical assistance under title XIX 
for a drug based on the prices negotiated by 
a prescription drug plan under this part, the 
requirements of section 1927 shall not apply 
to such drugs. 

‘‘(2) DISCLOSURE.—The PDP sponsor or 
Medicare+Choice organization shall disclose 
to the Administrator (in a manner specified 
by the Administrator) the extent to which 
discounts or rebates made available to the 
sponsor or organization by a manufacturer 
are passed through to enrollees through 
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pharmacies and other dispensers or other-
wise. The provisions of section 1927(b)(3)(D) 
shall apply to information disclosed to the 
Administrator under this paragraph in the 
same manner as such provisions apply to in-
formation disclosed under such section. 

‘‘(e) ACTUARIAL VALUATION; DETERMINATION 
OF ANNUAL PERCENTAGE INCREASES.—

‘‘(1) PROCESSES.—For purposes of this sec-
tion, the Administrator shall establish proc-
esses and methods—

‘‘(A) for determining the actuarial valu-
ation of prescription drug coverage, includ-
ing—

‘‘(i) an actuarial valuation of standard cov-
erage and of the reinsurance subsidy pay-
ments under section 1860H; 

‘‘(ii) the use of generally accepted actu-
arial principles and methodologies; and 

‘‘(iii) applying the same methodology for 
determinations of alternative coverage 
under subsection (c) as is used with respect 
to determinations of standard coverage 
under subsection (b); and 

‘‘(B) for determining annual percentage in-
creases described in subsection (b)(5). 

‘‘(2) USE OF OUTSIDE ACTUARIES.—Under the 
processes under paragraph (1)(A), PDP spon-
sors and Medicare+Choice organizations may 
use actuarial opinions certified by inde-
pendent, qualified actuaries to establish ac-
tuarial values. 

‘‘(f) COVERED OUTPATIENT DRUGS DE-
FINED.—

‘‘(1) IN GENERAL.—Except as provided in 
this subsection, for purposes of this part, the 
term ‘covered outpatient drug’ means—

‘‘(A) a drug that may be dispensed only 
upon a prescription and that is described in 
subparagraph (A)(i) or (A)(ii) of section 
1927(k)(2); or 

‘‘(B) a biological product described in 
clauses (i) through (iii) of subparagraph (B) 
of such section or insulin described in sub-
paragraph (C) of such section,

and such term includes a vaccine licensed 
under section 351 of the Public Health Serv-
ice Act and any use of a covered outpatient 
drug for a medically accepted indication (as 
defined in section 1927(k)(6)). 

‘‘(2) EXCLUSIONS.—
‘‘(A) IN GENERAL.—Such term does not in-

clude drugs or classes of drugs, or their med-
ical uses, which may be excluded from cov-
erage or otherwise restricted under section 
1927(d)(2), other than subparagraph (E) there-
of (relating to smoking cessation agents), or 
under section 1927(d)(3). 

‘‘(B) AVOIDANCE OF DUPLICATE COVERAGE.—
A drug prescribed for an individual that 
would otherwise be a covered outpatient 
drug under this part shall not be so consid-
ered if payment for such drug is available 
under part A or B for an individual entitled 
to benefits under part A and enrolled under 
part B. 

‘‘(3) APPLICATION OF FORMULARY RESTRIC-
TIONS.—A drug prescribed for an individual 
that would otherwise be a covered outpatient 
drug under this part shall not be so consid-
ered under a plan if the plan excludes the 
drug under a formulary and such exclusion is 
not successfully appealed under section 
1860C(f)(2). 

‘‘(4) APPLICATION OF GENERAL EXCLUSION 
PROVISIONS.—A prescription drug plan or 
Medicare+Choice plan may exclude from 
qualified prescription drug coverage any cov-
ered outpatient drug—

‘‘(A) for which payment would not be made 
if section 1862(a) applied to part D; or 

‘‘(B) which are not prescribed in accord-
ance with the plan or this part.

Such exclusions are determinations subject 
to reconsideration and appeal pursuant to 
section 1860C(f). 

‘‘SEC. 1860C. BENEFICIARY PROTECTIONS FOR 
QUALIFIED PRESCRIPTION DRUG 
COVERAGE. 

‘‘(a) GUARANTEED ISSUE, COMMUNITY-RE-
LATED PREMIUMS, ACCESS TO NEGOTIATED 
PRICES, AND NONDISCRIMINATION.—For provi-
sions requiring guaranteed issue, commu-
nity-rated premiums, access to negotiated 
prices, and nondiscrimination, see sections 
1860A(c)(1), 1860A(c)(2), 1860B(d), and 1860F(b), 
respectively. 

‘‘(b) DISSEMINATION OF INFORMATION.—
‘‘(1) GENERAL INFORMATION.—A PDP spon-

sor shall disclose, in a clear, accurate, and 
standardized form to each enrollee with a 
prescription drug plan offered by the sponsor 
under this part at the time of enrollment 
and at least annually thereafter, the infor-
mation described in section 1852(c)(1) relat-
ing to such plan. Such information includes 
the following: 

‘‘(A) Access to covered outpatient drugs, 
including access through pharmacy net-
works. 

‘‘(B) How any formulary used by the spon-
sor functions. 

‘‘(C) Co-payments and deductible require-
ments, including the identification of the 
tiered or other co-payment level applicable 
to each drug (or class of drugs). 

‘‘(D) Grievance and appeals procedures. 
‘‘(2) DISCLOSURE UPON REQUEST OF GENERAL 

COVERAGE, UTILIZATION, AND GRIEVANCE IN-
FORMATION.—Upon request of an individual 
eligible to enroll under a prescription drug 
plan, the PDP sponsor shall provide the in-
formation described in section 1852(c)(2) 
(other than subparagraph (D)) to such indi-
vidual. 

‘‘(3) RESPONSE TO BENEFICIARY QUESTIONS.—
Each PDP sponsor offering a prescription 
drug plan shall have a mechanism for pro-
viding specific information to enrollees upon 
request. The sponsor shall make available on 
a timely basis, through an Internet website 
and in writing upon request, information on 
specific changes in its formulary. 

‘‘(4) CLAIMS INFORMATION.—Each PDP spon-
sor offering a prescription drug plan must 
furnish to enrolled individuals in a form eas-
ily understandable to such individuals an ex-
planation of benefits (in accordance with 
section 1806(a) or in a comparable manner) 
and a notice of the benefits in relation to ini-
tial coverage limit and annual out-of-pocket 
threshold for the current year, whenever pre-
scription drug benefits are provided under 
this part (except that such notice need not 
be provided more often than monthly). 

‘‘(c) ACCESS TO COVERED BENEFITS.—
‘‘(1) ASSURING PHARMACY ACCESS.—
‘‘(A) IN GENERAL.—The PDP sponsor of the 

prescription drug plan shall secure the par-
ticipation in its network of a sufficient num-
ber of pharmacies that dispense (other than 
by mail order) drugs directly to patients to 
ensure convenient access (as determined by 
the Administrator and including adequate 
emergency access) for enrolled beneficiaries, 
in accordance with standards established 
under section 1860D(e) that ensure such con-
venient access. 

‘‘(B) USE OF POINT-OF-SERVICE SYSTEM.—A 
PDP sponsor shall establish an optional 
point-of-service method of operation under 
which—

‘‘(i) the plan provides access to any or all 
pharmacies that are not participating phar-
macies in its network; and 

‘‘(ii) the plan may charge beneficiaries 
through adjustments in premiums and co-
payments any additional costs associated 
with the point-of-service option.

The additional copayments so charged shall 
not count toward the application of section 
1860B(b). 

‘‘(2) USE OF STANDARDIZED TECHNOLOGY.—

‘‘(A) IN GENERAL.—The PDP sponsor of a 
prescription drug plan shall issue (and re-
issue, as appropriate) such a card (or other 
technology) that may be used by an enrolled 
beneficiary to assure access to negotiated 
prices under section 1860B(d) for the pur-
chase of prescription drugs for which cov-
erage is not otherwise provided under the 
prescription drug plan. 

‘‘(B) STANDARDS.—
‘‘(i) DEVELOPMENT.—The Administrator 

shall provide for the development of national 
standards relating to a standardized format 
for the card or other technology referred to 
in subparagraph (A). Such standards shall be 
compatible with standards established under 
part C of title XI. 

‘‘(ii) APPLICATION OF ADVISORY TASK 
FORCE.—The advisory task force established 
under subsection (d)(3)(B)(ii) shall provide 
recommendations to the Administrator 
under such subsection regarding the stand-
ards developed under clause (i). 

‘‘(3) REQUIREMENTS ON DEVELOPMENT AND 
APPLICATION OF FORMULARIES.—If a PDP 
sponsor of a prescription drug plan uses a 
formulary, the following requirements must 
be met: 

‘‘(A) PHARMACY AND THERAPEUTIC (P&T) 
COMMITTEE.—The sponsor must establish a 
pharmacy and therapeutic committee that 
develops and reviews the formulary. Such 
committee shall include at least one physi-
cian and at least one pharmacist both with 
expertise in the care of elderly or disabled 
persons and a majority of its members shall 
consist of individuals who are a physician or 
a pharmacist (or both). 

‘‘(B) FORMULARY DEVELOPMENT.—In devel-
oping and reviewing the formulary, the com-
mittee shall base clinical decisions on the 
strength of scientific evidence and standards 
of practice, including assessing peer-re-
viewed medical literature, such as random-
ized clinical trials, pharmacoeconomic stud-
ies, outcomes research data, and such other 
information as the committee determines to 
be appropriate. 

‘‘(C) INCLUSION OF DRUGS IN ALL THERA-
PEUTIC CATEGORIES.—The formulary must in-
clude drugs within each therapeutic category 
and class of covered outpatient drugs (al-
though not necessarily for all drugs within 
such categories and classes). 

‘‘(D) PROVIDER EDUCATION.—The committee 
shall establish policies and procedures to 
educate and inform health care providers 
concerning the formulary. 

‘‘(E) NOTICE BEFORE REMOVING DRUGS FROM 
FORMULARY.—Any removal of a drug from a 
formulary shall take effect only after appro-
priate notice is made available to bene-
ficiaries and physicians. 

‘‘(F) GRIEVANCES AND APPEALS RELATING TO 
APPLICATION OF FORMULARIES.—For provi-
sions relating to grievances and appeals of 
coverage, see subsections (e) and (f). 

‘‘(d) COST AND UTILIZATION MANAGEMENT; 
QUALITY ASSURANCE; MEDICATION THERAPY 
MANAGEMENT PROGRAM.—

‘‘(1) IN GENERAL.—The PDP sponsor shall 
have in place with respect to covered out-
patient drugs—

‘‘(A) an effective cost and drug utilization 
management program, including medically 
appropriate incentives to use generic drugs 
and therapeutic interchange, when appro-
priate; 

‘‘(B) quality assurance measures and sys-
tems to reduce medical errors and adverse 
drug interactions, including a medication 
therapy management program described in 
paragraph (2) and for years beginning with 
2006, an electronic prescription program de-
scribed in paragraph (3); and 

‘‘(C) a program to control fraud, abuse, and 
waste.
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Nothing in this section shall be construed as 
impairing a PDP sponsor from applying cost 
management tools (including differential 
payments) under all methods of operation. 

‘‘(2) MEDICATION THERAPY MANAGEMENT 
PROGRAM.—

‘‘(A) IN GENERAL.—A medication therapy 
management program described in this para-
graph is a program of drug therapy manage-
ment and medication administration that is 
designed to assure, with respect to bene-
ficiaries with chronic diseases (such as dia-
betes, asthma, hypertension, and congestive 
heart failure) or multiple prescriptions, that 
covered outpatient drugs under the prescrip-
tion drug plan are appropriately used to 
achieve therapeutic goals and reduce the 
risk of adverse events, including adverse 
drug interactions. 

‘‘(B) ELEMENTS.—Such program may in-
clude—

‘‘(i) enhanced beneficiary understanding of 
such appropriate use through beneficiary 
education, counseling, and other appropriate 
means; 

‘‘(ii) increased beneficiary adherence with 
prescription medication regimens through 
medication refill reminders, special pack-
aging, and other appropriate means; and 

‘‘(iii) detection of patterns of overuse and 
underuse of prescription drugs. 

‘‘(C) DEVELOPMENT OF PROGRAM IN COOPERA-
TION WITH LICENSED PHARMACISTS.—The pro-
gram shall be developed in cooperation with 
licensed pharmacists and physicians. 

‘‘(D) CONSIDERATIONS IN PHARMACY FEES.—
The PDP sponsor of a prescription drug pro-
gram shall take into account, in establishing 
fees for pharmacists and others providing 
services under the medication therapy man-
agement program, the resources and time 
used in implementing the program. 

‘‘(3) ELECTRONIC PRESCRIPTION PROGRAM.—
‘‘(A) IN GENERAL.—An electronic prescrip-

tion drug program described in this para-
graph is a program that includes at least the 
following components, consistent with na-
tional standards established under subpara-
graph (B): 

‘‘(i) ELECTRONIC TRANSMITTAL OF PRESCRIP-
TIONS.—Prescriptions are only received elec-
tronically, except in emergency cases and 
other exceptional circumstances recognized 
by the Administrator. 

‘‘(ii) PROVISION OF INFORMATION TO PRE-
SCRIBING HEALTH CARE PROFESSIONAL.—The 
program provides, upon transmittal of a pre-
scription by a prescribing health care profes-
sional, for transmittal by the pharmacist to 
the professional of information that in-
cludes—

‘‘(I) information (to the extent available 
and feasible) on the drugs being prescribed 
for that patient and other information relat-
ing to the medical history or condition of 
the patient that may be relevant to the ap-
propriate prescription for that patient; 

‘‘(II) cost-effective alternatives (if any) for 
the use of the drug prescribed; and 

‘‘(III) information on the drugs included in 
the applicable formulary.

To the extent feasible, such program shall 
permit the prescribing health care profes-
sional to provide (and be provided) related 
information on an interactive, real-time 
basis. 

‘‘(B) STANDARDS.—
‘‘(i) DEVELOPMENT.—The Administrator 

shall provide for the development of national 
standards relating to the electronic prescrip-
tion drug program described in subparagraph 
(A). Such standards shall be compatible with 
standards established under part C of title 
XI. 

‘‘(ii) ADVISORY TASK FORCE.—In developing 
such standards and the standards described 
in subsection (c)(2)(B)(i) the Administrator 

shall establish a task force that includes rep-
resentatives of physicians, hospitals, phar-
macists, and technology experts and rep-
resentatives of the Departments of Veterans 
Affairs and Defense and other appropriate 
Federal agencies to provide recommenda-
tions to the Administrator on such stand-
ards, including recommendations relating to 
the following: 

‘‘(I) The range of available computerized 
prescribing software and hardware and their 
costs to develop and implement. 

‘‘(II) The extent to which such systems re-
duce medication errors and can be readily 
implemented by physicians and hospitals. 

‘‘(III) Efforts to develop a common soft-
ware platform for computerized prescribing. 

‘‘(IV) The cost of implementing such sys-
tems in the range of hospital and physician 
office settings, including hardware, software, 
and training costs. 

‘‘(V) Implementation issues as they relate 
to part C of title XI, and current Federal and 
State prescribing laws and regulations and 
their impact on implementation of comput-
erized prescribing. 

‘‘(iii) DEADLINES.—
‘‘(I) The Administrator shall constitute the 

task force under clause (ii) by not later than 
April 1, 2003. 

‘‘(II) Such task force shall submit rec-
ommendations to Administrator by not later 
than January 1, 2004. 

‘‘(III) The Administrator shall develop and 
promulgate the national standards referred 
to in clause (ii) by not later than July 1, 2004. 

‘‘(C) REFERENCE TO AVAILABILITY OF GRANT 
FUNDS.—Grant funds are authorized under 
section 399O of the Public Health Service Act 
to provide assistance to health care pro-
viders in implementing electronic prescrip-
tion drug programs. 

‘‘(4) TREATMENT OF ACCREDITATION.—Sec-
tion 1852(e)(4) (relating to treatment of ac-
creditation) shall apply to prescription drug 
plans under this part with respect to the fol-
lowing requirements, in the same manner as 
they apply to Medicare+Choice plans under 
part C with respect to the requirements de-
scribed in a clause of section 1852(e)(4)(B): 

‘‘(A) Paragraph (1) (including quality as-
surance), including medication therapy man-
agement program under paragraph (2). 

‘‘(B) Subsection (c)(1) (relating to access to 
covered benefits). 

‘‘(C) Subsection (g) (relating to confiden-
tiality and accuracy of enrollee records). 

‘‘(5) PUBLIC DISCLOSURE OF PHARMACEUTICAL 
PRICES FOR EQUIVALENT DRUGS.—Each PDP 
sponsor shall provide that each pharmacy or 
other dispenser that arranges for the dis-
pensing of a covered outpatient drug shall 
inform the beneficiary at the time of pur-
chase of the drug of any differential between 
the price of the prescribed drug to the en-
rollee and the price of the lowest cost ge-
neric drug covered under the plan that is 
therapeutically equivalent and bioequiva-
lent. 

‘‘(e) GRIEVANCE MECHANISM, COVERAGE DE-
TERMINATIONS, AND RECONSIDERATIONS.—

‘‘(1) IN GENERAL.—Each PDP sponsor shall 
provide meaningful procedures for hearing 
and resolving grievances between the organi-
zation (including any entity or individual 
through which the sponsor provides covered 
benefits) and enrollees with prescription 
drug plans of the sponsor under this part in 
accordance with section 1852(f). 

‘‘(2) APPLICATION OF COVERAGE DETERMINA-
TION AND RECONSIDERATION PROVISIONS.—A 
PDP sponsor shall meet the requirements of 
paragraphs (1) through (3) of section 1852(g) 
with respect to covered benefits under the 
prescription drug plan it offers under this 
part in the same manner as such require-
ments apply to a Medicare+Choice organiza-

tion with respect to benefits it offers under 
a Medicare+Choice plan under part C. 

‘‘(3) REQUEST FOR REVIEW OF TIERED FOR-
MULARY DETERMINATIONS.—In the case of a 
prescription drug plan offered by a PDP 
sponsor that provides for tiered cost-sharing 
for drugs included within a formulary and 
provides lower cost-sharing for preferred 
drugs included within the formulary, an indi-
vidual who is enrolled in the plan may re-
quest coverage of a nonpreferred drug under 
the terms applicable for preferred drugs if 
the prescribing physician determines that 
the preferred drug for treatment of the same 
condition is not as effective for the indi-
vidual or has adverse effects for the indi-
vidual. 

‘‘(f) APPEALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (2), 

a PDP sponsor shall meet the requirements 
of paragraphs (4) and (5) of section 1852(g) 
with respect to drugs not included on any 
formulary in the same manner as such re-
quirements apply to a Medicare+Choice or-
ganization with respect to benefits it offers 
under a Medicare+Choice plan under part C. 

‘‘(2) FORMULARY DETERMINATIONS.—An indi-
vidual who is enrolled in a prescription drug 
plan offered by a PDP sponsor may appeal to 
obtain coverage for a covered outpatient 
drug that is not on a formulary of the spon-
sor if the prescribing physician determines 
that the formulary drug for treatment of the 
same condition is not as effective for the in-
dividual or has adverse effects for the indi-
vidual. 

‘‘(g) CONFIDENTIALITY AND ACCURACY OF EN-
ROLLEE RECORDS.—A PDP sponsor shall meet 
the requirements of section 1852(h) with re-
spect to enrollees under this part in the 
same manner as such requirements apply to 
a Medicare+Choice organization with respect 
to enrollees under part C. 
‘‘SEC. 1860D. REQUIREMENTS FOR PRESCRIPTION 

DRUG PLAN (PDP) SPONSORS; CON-
TRACTS; ESTABLISHMENT OF 
STANDARDS. 

‘‘(a) GENERAL REQUIREMENTS.—Each PDP 
sponsor of a prescription drug plan shall 
meet the following requirements: 

‘‘(1) LICENSURE.—Subject to subsection (c), 
the sponsor is organized and licensed under 
State law as a risk-bearing entity eligible to 
offer health insurance or health benefits cov-
erage in each State in which it offers a pre-
scription drug plan. 

‘‘(2) ASSUMPTION OF FINANCIAL RISK.—
‘‘(A) IN GENERAL.—Subject to subparagraph 

(B) and section 1860E(d)(2), the entity as-
sumes full financial risk on a prospective 
basis for qualified prescription drug coverage 
that it offers under a prescription drug plan 
and that is not covered under section 1860H. 

‘‘(B) REINSURANCE PERMITTED.—The entity 
may obtain insurance or make other ar-
rangements for the cost of coverage provided 
to any enrolled member under this part. 

‘‘(3) SOLVENCY FOR UNLICENSED SPONSORS.—
In the case of a sponsor that is not described 
in paragraph (1), the sponsor shall meet sol-
vency standards established by the Adminis-
trator under subsection (d). 

‘‘(b) CONTRACT REQUIREMENTS.—
‘‘(1) IN GENERAL.—The Administrator shall 

not permit the election under section 1860A 
of a prescription drug plan offered by a PDP 
sponsor under this part, and the sponsor 
shall not be eligible for payments under sec-
tion 1860G or 1860H, unless the Administrator 
has entered into a contract under this sub-
section with the sponsor with respect to the 
offering of such plan. Such a contract with a 
sponsor may cover more than one prescrip-
tion drug plan. Such contract shall provide 
that the sponsor agrees to comply with the 
applicable requirements and standards of 
this part and the terms and conditions of 
payment as provided for in this part. 
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‘‘(2) NEGOTIATION REGARDING TERMS AND 

CONDITIONS.—The Administrator shall have 
the same authority to negotiate the terms 
and conditions of prescription drug plans 
under this part as the Director of the Office 
of Personnel Management has with respect 
to health benefits plans under chapter 89 of 
title 5, United States Code. In negotiating 
the terms and conditions regarding pre-
miums for which information is submitted 
under section 1860F(a)(2), the Administrator 
shall take into account the subsidy pay-
ments under section 1860H and the adjusted 
community rate (as defined in section 
1854(f)(3)) for the benefits covered. 

‘‘(3) INCORPORATION OF CERTAIN 
MEDICARE+CHOICE CONTRACT REQUIREMENTS.—
The following provisions of section 1857 shall 
apply, subject to subsection (c)(5), to con-
tracts under this section in the same manner 
as they apply to contracts under section 
1857(a): 

‘‘(A) MINIMUM ENROLLMENT.—Paragraphs 
(1) and (3) of section 1857(b). 

‘‘(B) CONTRACT PERIOD AND EFFECTIVE-
NESS.—Paragraphs (1) through (3) and (5) of 
section 1857(c). 

‘‘(C) PROTECTIONS AGAINST FRAUD AND BEN-
EFICIARY PROTECTIONS.—Section 1857(d). 

‘‘(D) ADDITIONAL CONTRACT TERMS.—Sec-
tion 1857(e); except that in applying section 
1857(e)(2) under this part—

‘‘(i) such section shall be applied sepa-
rately to costs relating to this part (from 
costs under part C); 

‘‘(ii) in no case shall the amount of the fee 
established under this subparagraph for a 
plan exceed 20 percent of the maximum 
amount of the fee that may be established 
under subparagraph (B) of such section; and 

‘‘(iii) no fees shall be applied under this 
subparagraph with respect to 
Medicare+Choice plans. 

‘‘(E) INTERMEDIATE SANCTIONS.—Section 
1857(g). 

‘‘(F) PROCEDURES FOR TERMINATION.—Sec-
tion 1857(h). 

‘‘(4) RULES OF APPLICATION FOR INTER-
MEDIATE SANCTIONS.—In applying paragraph 
(3)(E)—

‘‘(A) the reference in section 1857(g)(1)(B) 
to section 1854 is deemed a reference to this 
part; and 

‘‘(B) the reference in section 1857(g)(1)(F) 
to section 1852(k)(2)(A)(ii) shall not be ap-
plied. 

‘‘(c) WAIVER OF CERTAIN REQUIREMENTS TO 
EXPAND CHOICE.—

‘‘(1) IN GENERAL.—In the case of an entity 
that seeks to offer a prescription drug plan 
in a State, the Administrator shall waive the 
requirement of subsection (a)(1) that the en-
tity be licensed in that State if the Adminis-
trator determines, based on the application 
and other evidence presented to the Adminis-
trator, that any of the grounds for approval 
of the application described in paragraph (2) 
has been met. 

‘‘(2) GROUNDS FOR APPROVAL.—The grounds 
for approval under this paragraph are the 
grounds for approval described in subpara-
graph (B), (C), and (D) of section 1855(a)(2), 
and also include the application by a State 
of any grounds other than those required 
under Federal law. 

‘‘(3) APPLICATION OF WAIVER PROCEDURES.—
With respect to an application for a waiver 
(or a waiver granted) under this subsection, 
the provisions of subparagraphs (E), (F), and 
(G) of section 1855(a)(2) shall apply. 

‘‘(4) LICENSURE DOES NOT SUBSTITUTE FOR 
OR CONSTITUTE CERTIFICATION.—The fact that 
an entity is licensed in accordance with sub-
section (a)(1) does not deem the entity to 
meet other requirements imposed under this 
part for a PDP sponsor. 

‘‘(5) REFERENCES TO CERTAIN PROVISIONS.—
For purposes of this subsection, in applying 

provisions of section 1855(a)(2) under this 
subsection to prescription drug plans and 
PDP sponsors—

‘‘(A) any reference to a waiver application 
under section 1855 shall be treated as a ref-
erence to a waiver application under para-
graph (1); and 

‘‘(B) any reference to solvency standards 
shall be treated as a reference to solvency 
standards established under subsection (d). 

‘‘(d) SOLVENCY STANDARDS FOR NON-LI-
CENSED SPONSORS.—

‘‘(1) ESTABLISHMENT.—The Administrator 
shall establish, by not later than October 1, 
2003, financial solvency and capital adequacy 
standards that an entity that does not meet 
the requirements of subsection (a)(1) must 
meet to qualify as a PDP sponsor under this 
part. 

‘‘(2) COMPLIANCE WITH STANDARDS.—Each 
PDP sponsor that is not licensed by a State 
under subsection (a)(1) and for which a waiv-
er application has been approved under sub-
section (c) shall meet solvency and capital 
adequacy standards established under para-
graph (1). The Administrator shall establish 
certification procedures for such PDP spon-
sors with respect to such solvency standards 
in the manner described in section 1855(c)(2). 

‘‘(e) OTHER STANDARDS.—The Adminis-
trator shall establish by regulation other 
standards (not described in subsection (d)) 
for PDP sponsors and plans consistent with, 
and to carry out, this part. The Adminis-
trator shall publish such regulations by Oc-
tober 1, 2003. 

‘‘(f) RELATION TO STATE LAWS.—
‘‘(1) IN GENERAL.—The standards estab-

lished under this part shall supersede any 
State law or regulation (other than State li-
censing laws or State laws relating to plan 
solvency, except as provided in subsection 
(d)) with respect to prescription drug plans 
which are offered by PDP sponsors under 
this part. 

‘‘(2) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.—No State may impose a 
premium tax or similar tax with respect to 
premiums paid to PDP sponsors for prescrip-
tion drug plans under this part, or with re-
spect to any payments made to such a spon-
sor by the Administrator under this part. 
‘‘SEC. 1860E. PROCESS FOR BENEFICIARIES TO 

SELECT QUALIFIED PRESCRIPTION 
DRUG COVERAGE. 

‘‘(a) IN GENERAL.—The Administrator shall 
establish a process for the selection of the 
prescription drug plan or Medicare+Choice 
plan which offer qualified prescription drug 
coverage through which eligible individuals 
elect qualified prescription drug coverage 
under this part. 

‘‘(b) ELEMENTS.—Such process shall include 
the following: 

‘‘(1) Annual, coordinated election periods, 
in which such individuals can change the 
qualifying plans through which they obtain 
coverage, in accordance with section 
1860A(b)(2). 

‘‘(2) Active dissemination of information 
to promote an informed selection among 
qualifying plans based upon price, quality, 
and other features, in the manner described 
in (and in coordination with) section 1851(d), 
including the provision of annual compara-
tive information, maintenance of a toll-free 
hotline, and the use of non-Federal entities. 

‘‘(3) Coordination of elections through fil-
ing with a Medicare+Choice organization or 
a PDP sponsor, in the manner described in 
(and in coordination with) section 1851(c)(2). 

‘‘(c) MEDICARE+CHOICE ENROLLEE IN PLAN 
OFFERING PRESCRIPTION DRUG COVERAGE MAY 
ONLY OBTAIN BENEFITS THROUGH THE PLAN.—
An individual who is enrolled under a 
Medicare+Choice plan that offers qualified 
prescription drug coverage may only elect to 
receive qualified prescription drug coverage 
under this part through such plan. 

‘‘(d) ASSURING ACCESS TO A CHOICE OF 
QUALIFIED PRESCRIPTION DRUG COVERAGE.—

‘‘(1) CHOICE OF AT LEAST TWO PLANS IN EACH 
AREA.—

‘‘(A) IN GENERAL.—The Administrator shall 
assure that each individual who is entitled 
to benefits under part A or enrolled under 
part B and who is residing in an area in the 
United States has available, consistent with 
subparagraph (B), a choice of enrollment in 
at least two qualifying plans (as defined in 
paragraph (5)) in the area in which the indi-
vidual resides, at least one of which is a pre-
scription drug plan. 

‘‘(B) REQUIREMENT FOR DIFFERENT PLAN 
SPONSORS.—The requirement in subpara-
graph (A) is not satisfied with respect to an 
area if only one PDP sponsor or 
Medicare+Choice organization offers all the 
qualifying plans in the area. 

‘‘(2) GUARANTEEING ACCESS TO COVERAGE.—
In order to assure access under paragraph (1) 
and consistent with paragraph (3), the Ad-
ministrator may provide financial incentives 
(including partial underwriting of risk) for a 
PDP sponsor to expand the service area 
under an existing prescription drug plan to 
adjoining or additional areas or to establish 
such a plan (including offering such a plan 
on a regional or nationwide basis), but only 
so long as (and to the extent) necessary to 
assure the access guaranteed under para-
graph (1). 

‘‘(3) LIMITATION ON AUTHORITY.—In exer-
cising authority under this subsection, the 
Administrator—

‘‘(A) shall not provide for the full under-
writing of financial risk for any PDP spon-
sor; 

‘‘(B) shall not provide for any underwriting 
of financial risk for a public PDP sponsor 
with respect to the offering of a nationwide 
prescription drug plan; and 

‘‘(C) shall seek to maximize the assump-
tion of financial risk by PDP sponsors or 
Medicare+Choice organizations. 

‘‘(4) REPORTS.—The Administrator shall, in 
each annual report to Congress under section 
1808(f), include information on the exercise 
of authority under this subsection. The Ad-
ministrator also shall include such rec-
ommendations as may be appropriate to 
minimize the exercise of such authority, in-
cluding minimizing the assumption of finan-
cial risk. 

‘‘(5) QUALIFYING PLAN DEFINED.—For pur-
poses of this subsection, the term ‘qualifying 
plan’ means a prescription drug plan or a 
Medicare+Choice plan that includes qualified 
prescription drug coverage. 
‘‘SEC. 1860F. SUBMISSION OF BIDS. 

‘‘(a) SUBMISSION OF BIDS AND RELATED IN-
FORMATION.—

‘‘(1) IN GENERAL.—Each PDP sponsor shall 
submit to the Administrator information of 
the type described in paragraph (2) in the 
same manner as information is submitted by 
a Medicare+Choice organization under sec-
tion 1854(a)(1). 

‘‘(2) TYPE OF INFORMATION.—The informa-
tion described in this paragraph is the fol-
lowing: 

‘‘(A) Information on the qualified prescrip-
tion drug coverage to be provided. 

‘‘(B) Information on the actuarial value of 
the coverage. 

‘‘(C) Information on the bid for the cov-
erage, including an actuarial certification 
of—

‘‘(i) the actuarial basis for such bid; 
‘‘(ii) the portion of such bid attributable to 

benefits in excess of standard coverage; and 
‘‘(iii) the reduction in such bid resulting 

from the subsidy payments provided under 
section 1860H. 

‘‘(D) Such other information as the Admin-
istrator may require to carry out this part. 
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‘‘(3) REVIEW.—The Administrator shall re-

view the information filed under paragraph 
(2) for the purpose of conducting negotia-
tions under section 1860D(b)(2). 

‘‘(b) UNIFORM BID.—
‘‘(1) IN GENERAL.—The bid for a prescrip-

tion drug plan under this section may not 
vary among individuals enrolled in the plan 
in the same service area. 

‘‘(2) CONSTRUCTION.—Nothing in paragraph 
(1) shall be construed as preventing the im-
position of a late enrollment penalty under 
section 1860A(c)(2)(B). 

‘‘(c) COLLECTION.—
‘‘(1) USE OF ELECTRONIC FUNDS TRANSFER 

MECHANISM OR, AT BENEFICIARY’S OPTION, 
WITHHOLDING FROM SOCIAL SECURITY PAY-
MENT.—In accordance with regulations, a 
PDP sponsor may encourage that enrollees 
under a plan make payment of the premium 
established by the plan under this part 
through an electronic funds transfer mecha-
nism, such as automatic charges of an ac-
count at a financial institution or a credit or 
debit card account, or, at the option of an 
enrollee, through withholding from benefit 
payments in the manner provided under sec-
tion 1840 with respect to monthly premiums 
under section 1839. All such amounts shall be 
credited to the Medicare Prescription Drug 
Trust Fund. 

‘‘(2) OFFSETTING.—Reductions in premiums 
for coverage under parts A and B as a result 
of a selection of a Medicare+Choice plan may 
be used to reduce the premium otherwise im-
posed under paragraph (1). 

‘‘(3) PAYMENT OF PLANS.—PDP plans shall 
receive payment based on bid amounts in the 
same manner as Medicare+Choice organiza-
tions receive payment based on bid amounts 
under section 1853(a)(1)(A)(ii) except that 
such payment shall be made from the Medi-
care Prescription Drug Trust Fund. 

‘‘(d) ACCEPTANCE OF BENCHMARK AMOUNT AS 
FULL PREMIUM FOR SUBSIDIZED LOW-INCOME 
INDIVIDUALS IF NO STANDARD (OR EQUIVA-
LENT) COVERAGE IN AN AREA.—

‘‘(1) IN GENERAL.—If there is no standard 
prescription drug coverage (as defined in 
paragraph (2)) offered in an area, in the case 
of an individual who is eligible for a pre-
mium subsidy under section 1860G and re-
sides in the area, the PDP sponsor of any 
prescription drug plan offered in the area 
(and any Medicare+Choice organization that 
offers qualified prescription drug coverage in 
the area) shall accept the benchmark bid 
amount (under section 1860G(b)(2)) as pay-
ment in full for the premium charge for 
qualified prescription drug coverage. 

‘‘(2) STANDARD PRESCRIPTION DRUG COV-
ERAGE DEFINED.—For purposes of this sub-
section, the term ‘standard prescription drug 
coverage’ means qualified prescription drug 
coverage that is standard coverage or that 
has an actuarial value equivalent to the ac-
tuarial value for standard coverage.
‘‘SEC. 1860G. PREMIUM AND COST-SHARING SUB-

SIDIES FOR LOW-INCOME INDIVID-
UALS. 

‘‘(a) INCOME-RELATED SUBSIDIES FOR INDI-
VIDUALS WITH INCOME BELOW 150 PERCENT OF 
FEDERAL POVERTY LEVEL.—

‘‘(1) FULL PREMIUM SUBSIDY AND REDUCTION 
OF COST-SHARING FOR INDIVIDUALS WITH IN-
COME BELOW 150 PERCENT OF FEDERAL POVERTY 
LEVEL.—In the case of a subsidy eligible indi-
vidual (as defined in paragraph (4)) who is de-
termined to have income that does not ex-
ceed 150 percent of the Federal poverty level, 
the individual is entitled under this sec-
tion—

‘‘(A) to an income-related premium sub-
sidy equal to 100 percent of the amount de-
scribed in subsection (b)(1); and 

‘‘(B) subject to subsection (c), to the sub-
stitution for the beneficiary cost-sharing de-
scribed in paragraphs (1) and (2) of section 

1860B(b) (up to the initial coverage limit 
specified in paragraph (3) of such section) of 
amounts that do not exceed $2 for a multiple 
source or generic drug (as described in sec-
tion 1927(k)(7)(A)) and $5 for a non-preferred 
drug. 

‘‘(2) SLIDING SCALE PREMIUM SUBSIDY AND 
REDUCTION OF COST-SHARING FOR INDIVIDUALS 
WITH INCOME ABOVE 150, BUT BELOW 175 PER-
CENT, OF FEDERAL POVERTY LEVEL.—In the 
case of a subsidy eligible individual who is 
determined to have income that exceeds 150 
percent, but does not exceed 175 percent, of 
the Federal poverty level, the individual is 
entitled under this section to—

‘‘(A) an income-related premium subsidy 
determined on a linear sliding scale ranging 
from 100 percent of the amount described in 
subsection (b)(1) for individuals with in-
comes at 150 percent of such level to 0 per-
cent of such amount for individuals with in-
comes at 175 percent of such level; and 

‘‘(B) subject to subsection (c), to the sub-
stitution for the beneficiary cost-sharing de-
scribed in paragraphs (1) and (2) of section 
1860B(b) (up to the initial coverage limit 
specified in paragraph (3) of such section) of 
amounts that do not exceed $2 for a multiple 
source or generic drug (as described in sec-
tion 1927(k)(7)(A)) and $5 for a non-preferred 
drug. 

‘‘(3) CONSTRUCTION.—Nothing in this sec-
tion shall be construed as preventing a PDP 
sponsor from reducing to 0 the cost-sharing 
otherwise applicable to generic drugs. 

‘‘(4) DETERMINATION OF ELIGIBILITY.—
‘‘(A) SUBSIDY ELIGIBLE INDIVIDUAL DE-

FINED.—For purposes of this section, subject 
to subparagraph (D), the term ‘subsidy eligi-
ble individual’ means an individual who—

‘‘(i) is eligible to elect, and has elected, to 
obtain qualified prescription drug coverage 
under this part; 

‘‘(ii) has income below 175 percent of the 
Federal poverty line; and 

‘‘(iii) meets the resources requirement de-
scribed in section 1905(p)(1)(C). 

‘‘(B) DETERMINATIONS.—The determination 
of whether an individual residing in a State 
is a subsidy eligible individual and the 
amount of such individual’s income shall be 
determined under the State medicaid plan 
for the State under section 1935(a). In the 
case of a State that does not operate such a 
medicaid plan (either under title XIX or 
under a statewide waiver granted under sec-
tion 1115), such determination shall be made 
under arrangements made by the Adminis-
trator. 

‘‘(C) INCOME DETERMINATIONS.—For pur-
poses of applying this section—

‘‘(i) income shall be determined in the 
manner described in section 1905(p)(1)(B); and 

‘‘(ii) the term ‘Federal poverty line’ means 
the official poverty line (as defined by the 
Office of Management and Budget, and re-
vised annually in accordance with section 
673(2) of the Omnibus Budget Reconciliation 
Act of 1981) applicable to a family of the size 
involved. 

‘‘(D) TREATMENT OF TERRITORIAL RESI-
DENTS.—In the case of an individual who is 
not a resident of the 50 States or the District 
of Columbia, the individual is not eligible to 
be a subsidy eligible individual but may be 
eligible for financial assistance with pre-
scription drug expenses under section 1935(e). 

‘‘(E) TREATMENT OF CONFORMING MEDIGAP 
POLICIES.—For purposes of this section, the 
term ‘qualified prescription drug coverage’ 
includes a medicare supplemental policy de-
scribed in section 1860H(b)(4). 

‘‘(5) INDEXING DOLLAR AMOUNTS.—
‘‘(A) FOR 2006.—The dollar amounts applied 

under paragraphs (1)(B) and (2)(B) for 2006 
shall be the dollar amounts specified in such 
paragraph increased by the annual percent-

age increase described in section 1860B(b)(5) 
for 2006. 

‘‘(B) FOR SUBSEQUENT YEARS.—The dollar 
amounts applied under paragraphs (1)(B) and 
(2)(B) for a year after 2006 shall be the 
amounts (under this paragraph) applied 
under paragraph (1)(B) or (2)(B) for the pre-
ceding year increased by the annual percent-
age increase described in section 1860B(b)(5) 
(relating to growth in medicare prescription 
drug costs per beneficiary) for the year in-
volved. 

‘‘(b) PREMIUM SUBSIDY AMOUNT.—
‘‘(1) IN GENERAL.—The premium subsidy 

amount described in this subsection for an 
individual residing in an area is the bench-
mark bid amount (as defined in paragraph 
(2)) for qualified prescription drug coverage 
offered by the prescription drug plan or the 
Medicare+Choice plan in which the indi-
vidual is enrolled. 

‘‘(2) BENCHMARK BID AMOUNT DEFINED.—For 
purposes of this subsection, the term ‘bench-
mark bid amount’ means, with respect to 
qualified prescription drug coverage offered 
under—

‘‘(A) a prescription drug plan that—
‘‘(i) provides standard coverage (or alter-

native prescription drug coverage the actu-
arial value is equivalent to that of standard 
coverage), the bid amount for enrollment 
under the plan under this part (determined 
without regard to any subsidy under this sec-
tion or any late enrollment penalty under 
section 1860A(c)(2)(B)); or 

‘‘(ii) provides alternative prescription drug 
coverage the actuarial value of which is 
greater than that of standard coverage, the 
bid amount described in clause (i) multiplied 
by the ratio of (I) the actuarial value of 
standard coverage, to (II) the actuarial value 
of the alternative coverage; or 

‘‘(B) a Medicare+Choice plan, the portion 
of the bid amount that is attributable to 
statutory drug benefits (described in section 
1853(a)(1)(A)(ii)(II)). 

‘‘(c) RULES IN APPLYING COST-SHARING SUB-
SIDIES.—

‘‘(1) IN GENERAL.—In applying subsections 
(a)(1)(B) and (a)(2)(B), nothing in this part 
shall be construed as preventing a plan or 
provider from waiving or reducing the 
amount of cost-sharing otherwise applicable. 

‘‘(2) LIMITATION ON CHARGES.—In the case of 
an individual receiving cost-sharing sub-
sidies under subsection (a)(1)(B) or (a)(2)(B), 
the PDP sponsor may not charge more than 
$5 per prescription. 

‘‘(3) APPLICATION OF INDEXING RULES.—The 
provisions of subsection (a)(4) shall apply to 
the dollar amount specified in paragraph (2) 
in the same manner as they apply to the dol-
lar amounts specified in subsections (a)(1)(B) 
and (a)(2)(B). 

‘‘(d) ADMINISTRATION OF SUBSIDY PRO-
GRAM.—The Administrator shall provide a 
process whereby, in the case of an individual 
who is determined to be a subsidy eligible in-
dividual and who is enrolled in prescription 
drug plan or is enrolled in a 
Medicare+Choice plan under which qualified 
prescription drug coverage is provided—

‘‘(1) the Administrator provides for a noti-
fication of the PDP sponsor or 
Medicare+Choice organization involved that 
the individual is eligible for a subsidy and 
the amount of the subsidy under subsection 
(a); 

‘‘(2) the sponsor or organization involved 
reduces the premiums or cost-sharing other-
wise imposed by the amount of the applica-
ble subsidy and submits to the Adminis-
trator information on the amount of such re-
duction; and 

‘‘(3) the Administrator periodically and on 
a timely basis reimburses the sponsor or or-
ganization for the amount of such reduc-
tions.
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The reimbursement under paragraph (3) with 
respect to cost-sharing subsidies may be 
computed on a capitated basis, taking into 
account the actuarial value of the subsidies 
and with appropriate adjustments to reflect 
differences in the risks actually involved. 

‘‘(e) RELATION TO MEDICAID PROGRAM.—
‘‘(1) IN GENERAL.—For provisions providing 

for eligibility determinations, and additional 
financing, under the medicaid program, see 
section 1935. 

‘‘(2) MEDICAID PROVIDING WRAP AROUND BEN-
EFITS.—The coverage provided under this 
part is primary payor to benefits for pre-
scribed drugs provided under the medicaid 
program under title XIX. 

‘‘(3) COORDINATION.—The Administrator 
shall develop and implement a plan for the 
coordination of prescription drug benefits 
under this part with the benefits provided 
under the medicaid program under title XIX, 
with particular attention to insuring coordi-
nation of payments and prevention of fraud 
and abuse. In developing and implementing 
such plan, the Administrator shall involve 
the Secretary, the States, the data proc-
essing industry, pharmacists, and pharma-
ceutical manufacturers, and other experts. 
‘‘SEC. 1860H. SUBSIDIES FOR ALL MEDICARE 

BENEFICIARIES FOR QUALIFIED 
PRESCRIPTION DRUG COVERAGE. 

‘‘(a) SUBSIDY PAYMENT.—In order to reduce 
premium levels applicable to qualified pre-
scription drug coverage for all medicare 
beneficiaries, to reduce adverse selection 
among prescription drug plans and 
Medicare+Choice plans that provide qualified 
prescription drug coverage, and to promote 
the participation of PDP sponsors under this 
part, the Administrator shall provide in ac-
cordance with this section for payment to a 
qualifying entity (as defined in subsection 
(b)) of the following subsidies: 

‘‘(1) DIRECT SUBSIDY.—In the case of an in-
dividual enrolled in a prescription drug plan, 
Medicare+Choice plan, or qualified retiree 
prescription drug plan, a direct subsidy equal 
to a percentage (specified by the Adminis-
trator consistent with subsection (d)(2)) of 
an amount equal to the actuarial value of 
the standard drug coverage provided under 
the respective plan. 

‘‘(2) SUBSIDY THROUGH REINSURANCE.—The 
reinsurance payment amount (as defined in 
subsection (c)) for excess costs incurred in 
providing qualified prescription drug cov-
erage—

‘‘(A) for individuals enrolled with a pre-
scription drug plan under this part; 

‘‘(B) for individuals enrolled with a 
Medicare+Choice plan that provides qualified 
prescription drug coverage under part C; and 

‘‘(C) for individuals who are enrolled in a 
qualified retiree prescription drug plan.

This section constitutes budget authority in 
advance of appropriations Acts and rep-
resents the obligation of the Administrator 
to provide for the payment of amounts pro-
vided under this section. 

‘‘(b) QUALIFYING ENTITY DEFINED.—For pur-
poses of this section, the term ‘qualifying en-
tity’ means any of the following that has en-
tered into an agreement with the Adminis-
trator to provide the Administrator with 
such information as may be required to 
carry out this section: 

‘‘(1) A PDP sponsor offering a prescription 
drug plan under this part. 

‘‘(2) A Medicare+Choice organization that 
provides qualified prescription drug coverage 
under a Medicare+Choice plan under part C. 

‘‘(3) The sponsor of a qualified retiree pre-
scription drug plan (as defined in subsection 
(f)). 

‘‘(c) REINSURANCE PAYMENT AMOUNT.—
‘‘(1) IN GENERAL.—Subject to subsection 

(d)(2) and paragraph (4), the reinsurance pay-

ment amount under this subsection for a 
qualifying covered individual (as defined in 
subsection (g)(1)) for a coverage year (as de-
fined in subsection (g)(2)) is equal to the sum 
of the following: 

‘‘(A) For the portion of the individual’s 
gross covered prescription drug costs (as de-
fined in paragraph (3)) for the year that ex-
ceeds the initial copayment threshold speci-
fied in section 1860B(b)(2)(C), but does not ex-
ceed the initial coverage limit specified in 
section 1860B(b)(3), an amount equal to 30 
percent of the allowable costs (as defined in 
paragraph (2)) attributable to such gross cov-
ered prescription drug costs. 

‘‘(B) For the portion of the individual’s 
gross covered prescription drug costs for the 
year that exceeds the annual out-of-pocket 
threshold specified in 1860B(b)(4)(B), an 
amount equal to 80 percent of the allowable 
costs attributable to such gross covered pre-
scription drug costs. 

‘‘(2) ALLOWABLE COSTS.—For purposes of 
this section, the term ‘allowable costs’ 
means, with respect to gross covered pre-
scription drug costs under a plan described 
in subsection (b) offered by a qualifying enti-
ty, the part of such costs that are actually 
paid (net of average percentage rebates) 
under the plan, but in no case more than the 
part of such costs that would have been paid 
under the plan if the prescription drug cov-
erage under the plan were standard coverage. 

‘‘(3) GROSS COVERED PRESCRIPTION DRUG 
COSTS.—For purposes of this section, the 
term ‘gross covered prescription drug costs’ 
means, with respect to an enrollee with a 
qualifying entity under a plan described in 
subsection (b) during a coverage year, the 
costs incurred under the plan (including 
costs attributable to administrative costs) 
for covered prescription drugs dispensed dur-
ing the year, including costs relating to the 
deductible, whether paid by the enrollee or 
under the plan, regardless of whether the 
coverage under the plan exceeds standard 
coverage and regardless of when the payment 
for such drugs is made. 

‘‘(4) INDEXING DOLLAR AMOUNTS.—
‘‘(A) AMOUNTS FOR 2005.—The dollar 

amounts applied under paragraph (1) for 2005 
shall be the dollar amounts specified in such 
paragraph. 

‘‘(B) FOR 2006.—The dollar amounts applied 
under paragraph (1) for 2006 shall be the dol-
lar amounts specified in such paragraph in-
creased by the annual percentage increase 
described in section 1860B(b)(5) for 2006. 

‘‘(C) FOR SUBSEQUENT YEARS.—The dollar 
amounts applied under paragraph (1) for a 
year after 2006 shall be the amounts (under 
this paragraph) applied under paragraph (1) 
for the preceding year increased by the an-
nual percentage increase described in section 
1860B(b)(5) (relating to growth in medicare 
prescription drug costs per beneficiary) for 
the year involved. 

‘‘(D) ROUNDING.—Any amount, determined 
under the preceding provisions of this para-
graph for a year, which is not a multiple of 
$10 shall be rounded to the nearest multiple 
of $10. 

‘‘(d) ADJUSTMENT OF PAYMENTS.—
‘‘(1) ESTIMATION OF PAYMENTS.—The Ad-

ministrator shall estimate—
‘‘(A) the total payments to be made (with-

out regard to this subsection) during a year 
under this section; and 

‘‘(B) the total payments to be made by 
qualifying entities for standard coverage 
under plans described in subsection (b) dur-
ing the year. 

‘‘(2) ADJUSTMENT.—The Administrator 
shall proportionally adjust the payments 
made under this section for a coverage year 
in such manner so that—

‘‘(A) the total of the payments made for 
the year under this section is equal to 65 per-

cent of the total payments described in para-
graph (1)(B) during the year; and 

‘‘(B) the ratio of the total of the payments 
made for direct subsidies under subsection 
(a)(1) for the year to the total of the pay-
ments made for reinsurance subsidies for the 
year under subsection (a)(2) is equal to the 
ratio of 35 to 30. 

‘‘(3) RISK ADJUSTMENT.—To the extent the 
Administrator determines it appropriate to 
avoid risk selection, the payments made for 
direct subsidies under subsection (a)(1) are 
subject to adjustment based upon risk fac-
tors specified by the Administrator. 

‘‘(e) PAYMENT METHODS.—
‘‘(1) IN GENERAL.—Payments under this sec-

tion shall be based on such a method as the 
Administrator determines. The Adminis-
trator may establish a payment method by 
which interim payments of amounts under 
this section are made during a year based on 
the Administrator’s best estimate of 
amounts that will be payable after obtaining 
all of the information. 

‘‘(2) SOURCE OF PAYMENTS.—Payments 
under this section shall be made from the 
Medicare Prescription Drug Trust Fund. 

‘‘(f) QUALIFIED RETIREE PRESCRIPTION DRUG 
PLAN DEFINED.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified retiree prescription 
drug plan’ means employment-based retiree 
health coverage (as defined in paragraph 
(3)(A)) if, with respect to an individual en-
rolled (or eligible to be enrolled) under this 
part who is covered under the plan, the fol-
lowing requirements are met: 

‘‘(A) ASSURANCE.—The sponsor of the plan 
shall annually attest, and provide such as-
surances as the Administrator may require, 
that the coverage meets or exceeds the re-
quirements for qualified prescription drug 
coverage. 

‘‘(B) AUDITS.—The sponsor (and the plan) 
shall maintain, and afford the Administrator 
access to, such records as the Administrator 
may require for purposes of audits and other 
oversight activities necessary to ensure the 
adequacy of prescription drug coverage, and 
the accuracy of payments made. 

‘‘(C) PROVISION OF CERTIFICATION OF PRE-
SCRIPTION DRUG COVERAGE.—The sponsor of 
the plan shall provide for issuance of certifi-
cations of the type described in section 
1860A(c)(2)(D). 

‘‘(2) LIMITATION ON BENEFIT ELIGIBILITY.—
No payment shall be provided under this sec-
tion with respect to an individual who is en-
rolled under a qualified retiree prescription 
drug plan unless the individual is—

‘‘(A) enrolled under this part; 
‘‘(B) is covered under the plan; and 
‘‘(C) is eligible to obtain qualified prescrip-

tion drug coverage under section 1860A but 
did not elect such coverage under this part 
(either through a prescription drug plan or 
through a Medicare+Choice plan). 

‘‘(3) DEFINITIONS.—As used in this section: 
‘‘(A) EMPLOYMENT-BASED RETIREE HEALTH 

COVERAGE.—The term ‘employment-based re-
tiree health coverage’ means health insur-
ance or other coverage of health care costs 
for individuals enrolled under this part (or 
for such individuals and their spouses and 
dependents) based on their status as former 
employees or labor union members. 

‘‘(B) SPONSOR.—The term ‘sponsor’ means a 
plan sponsor, as defined in section 3(16)(B) of 
the Employee Retirement Income Security 
Act of 1974. 

‘‘(g) GENERAL DEFINITIONS.—For purposes 
of this section: 

‘‘(1) QUALIFYING COVERED INDIVIDUAL.—The 
term ‘qualifying covered individual’ means 
an individual who—

‘‘(A) is enrolled with a prescription drug 
plan under this part; 
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‘‘(B) is enrolled with a Medicare+Choice 

plan that provides qualified prescription 
drug coverage under part C; or 

‘‘(C) is enrolled for benefits under this title 
and is covered under a qualified retiree pre-
scription drug plan. 

‘‘(2) COVERAGE YEAR.—The term ‘coverage 
year’ means a calendar year in which cov-
ered outpatient drugs are dispensed if a 
claim for payment is made under the plan for 
such drugs, regardless of when the claim is 
paid. 
‘‘SEC. 1860I. MEDICARE PRESCRIPTION DRUG 

TRUST FUND. 
‘‘(a) IN GENERAL.—There is created on the 

books of the Treasury of the United States a 
trust fund to be known as the ‘Medicare Pre-
scription Drug Trust Fund’ (in this section 
referred to as the ‘Trust Fund’). The Trust 
Fund shall consist of such gifts and bequests 
as may be made as provided in section 
201(i)(1), and such amounts as may be depos-
ited in, or appropriated to, such fund as pro-
vided in this part. Except as otherwise pro-
vided in this section, the provisions of sub-
sections (b) through (i) of section 1841 shall 
apply to the Trust Fund in the same manner 
as they apply to the Federal Supplementary 
Medical Insurance Trust Fund under such 
section. 

‘‘(b) PAYMENTS FROM TRUST FUND.—
‘‘(1) IN GENERAL.—The Managing Trustee 

shall pay from time to time from the Trust 
Fund such amounts as the Administrator 
certifies are necessary to make—

‘‘(A) payments under section 1860G (relat-
ing to low-income subsidy payments); 

‘‘(B) payments under section 1860H (relat-
ing to subsidy payments); and 

‘‘(C) payments with respect to administra-
tive expenses under this part in accordance 
with section 201(g). 

‘‘(2) TRANSFERS TO MEDICAID ACCOUNT FOR 
INCREASED ADMINISTRATIVE COSTS.—The Man-
aging Trustee shall transfer from time to 
time from the Trust Fund to the Grants to 
States for Medicaid account amounts the Ad-
ministrator certifies are attributable to in-
creases in payment resulting from the appli-
cation of a higher Federal matching percent-
age under section 1935(b). 

‘‘(c) DEPOSITS INTO TRUST FUND.—
‘‘(1) LOW-INCOME TRANSFER.—There is here-

by transferred to the Trust Fund, from 
amounts appropriated for Grants to States 
for Medicaid, amounts equivalent to the ag-
gregate amount of the reductions in pay-
ments under section 1903(a)(1) attributable to 
the application of section 1935(c). 

‘‘(2) APPROPRIATIONS TO COVER GOVERNMENT 
CONTRIBUTIONS.—There are authorized to be 
appropriated from time to time, out of any 
moneys in the Treasury not otherwise appro-
priated, to the Trust Fund, an amount equiv-
alent to the amount of payments made from 
the Trust Fund under subsection (b), reduced 
by the amount transferred to the Trust Fund 
under paragraph (1). 

‘‘(d) RELATION TO SOLVENCY REQUIRE-
MENTS.—Any provision of law that relates to 
the solvency of the Trust Fund under this 
part shall take into account the Trust Fund 
and amounts receivable by, or payable from, 
the Trust Fund. 
‘‘SEC. 1860J. DEFINITIONS; TREATMENT OF REF-

ERENCES TO PROVISIONS IN PART 
C. 

‘‘(a) DEFINITIONS.—For purposes of this 
part: 

‘‘(1) COVERED OUTPATIENT DRUGS.—The 
term ‘covered outpatient drugs’ is defined in 
section 1860B(f). 

‘‘(2) INITIAL COVERAGE LIMIT.—The term 
‘initial coverage limit’ means such limit as 
established under section 1860B(b)(3), or, in 
the case of coverage that is not standard 
coverage, the comparable limit (if any) es-
tablished under the coverage. 

‘‘(3) MEDICARE PRESCRIPTION DRUG TRUST 
FUND.—The term ‘Medicare Prescription 
Drug Trust Fund’ means the Trust Fund cre-
ated under section 1860I(a). 

‘‘(4) PDP SPONSOR.—The term ‘PDP spon-
sor’ means an entity that is certified under 
this part as meeting the requirements and 
standards of this part for such a sponsor. 

‘‘(5) PRESCRIPTION DRUG PLAN.—The term 
‘prescription drug plan’ means health bene-
fits coverage that—

‘‘(A) is offered under a policy, contract, or 
plan by a PDP sponsor pursuant to, and in 
accordance with, a contract between the Ad-
ministrator and the sponsor under section 
1860D(b); 

‘‘(B) provides qualified prescription drug 
coverage; and 

‘‘(C) meets the applicable requirements of 
the section 1860C for a prescription drug 
plan. 

‘‘(6) QUALIFIED PRESCRIPTION DRUG COV-
ERAGE.—The term ‘qualified prescription 
drug coverage’ is defined in section 1860B(a). 

‘‘(7) STANDARD COVERAGE.—The term 
‘standard coverage’ is defined in section 
1860B(b). 

‘‘(b) APPLICATION OF MEDICARE+CHOICE 
PROVISIONS UNDER THIS PART.—For purposes 
of applying provisions of part C under this 
part with respect to a prescription drug plan 
and a PDP sponsor, unless otherwise pro-
vided in this part such provisions shall be ap-
plied as if—

‘‘(1) any reference to a Medicare+Choice 
plan included a reference to a prescription 
drug plan; 

‘‘(2) any reference to a provider-sponsored 
organization included a reference to a PDP 
sponsor; 

‘‘(3) any reference to a contract under sec-
tion 1857 included a reference to a contract 
under section 1860D(b); and 

‘‘(4) any reference to part C included a ref-
erence to this part.’’. 

(b) ADDITIONAL CONFORMING CHANGES.—
(1) CONFORMING REFERENCES TO PREVIOUS 

PART D.—Any reference in law (in effect be-
fore the date of the enactment of this Act) to 
part D of title XVIII of the Social Security 
Act is deemed a reference to part E of such 
title (as in effect after such date). 

(2) CONFORMING AMENDMENT PERMITTING 
WAIVER OF COST-SHARING.—Section 1128B(b)(3) 
(42 U.S.C. 1320a–7b(b)(3)) is amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (E); 

(B) by striking the period at the end of 
subparagraph (F) and inserting ‘‘; and’’; and 

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

‘‘(G) the waiver or reduction of any cost-
sharing imposed under part D of title 
XVIII.’’. 

(3) SUBMISSION OF LEGISLATIVE PROPOSAL.—
Not later than 6 months after the date of the 
enactment of this Act, the Secretary of 
Health and Human Services shall submit to 
the appropriate committees of Congress a 
legislative proposal providing for such tech-
nical and conforming amendments in the law 
as are required by the provisions of this sub-
title. 

(c) STUDY ON TRANSITIONING PART B PRE-
SCRIPTION DRUG COVERAGE.—Not later than 
January 1, 2004, the Medicare Benefits Ad-
ministrator shall submit a report to Con-
gress that makes recommendations regard-
ing methods for providing benefits under 
part D of title XVIII of the Social Security 
Act for outpatient prescription drugs for 
which benefits are provided under part B of 
such title. 
SEC. 102. OFFERING OF QUALIFIED PRESCRIP-

TION DRUG COVERAGE UNDER THE 
MEDICARE+CHOICE PROGRAM. 

(a) IN GENERAL.—Section 1851 (42 U.S.C. 
1395w–21) is amended by adding at the end 
the following new subsection: 

‘‘(j) AVAILABILITY OF PRESCRIPTION DRUG 
BENEFITS.—

‘‘(1) OFFER OF QUALIFIED PRESCRIPTION 
DRUG COVERAGE.—

‘‘(A) IN GENERAL.—A Medicare+Choice or-
ganization may not offer prescription drug 
coverage (other than that required under 
parts A and B) to an enrollee under a 
Medicare+Choice plan unless such drug cov-
erage is at least qualified prescription drug 
coverage and unless the requirements of this 
subsection with respect to such coverage are 
met. 

‘‘(B) CONSTRUCTION.—Nothing in this sub-
section shall be construed as—

‘‘(i) requiring a Medicare+Choice plan to 
include coverage of qualified prescription 
drug coverage; or 

‘‘(ii) permitting a Medicare+Choice organi-
zation from providing such coverage to an 
individual who has not elected such coverage 
under section 1860A(b).

For purposes of this part, an individual who 
has not elected qualified prescription drug 
coverage under section 1860A(b) shall be 
treated as being ineligible to enroll in a 
Medicare+Choice plan under this part that 
offers such coverage. 

‘‘(2) COMPLIANCE WITH ADDITIONAL BENE-
FICIARY PROTECTIONS.—With respect to the 
offering of qualified prescription drug cov-
erage by a Medicare+Choice organization 
under a Medicare+Choice plan, the organiza-
tion and plan shall meet the requirements of 
section 1860C, including requirements relat-
ing to information dissemination and griev-
ance and appeals, in the same manner as 
they apply to a PDP sponsor and a prescrip-
tion drug plan under part D and shall submit 
to the Administrator the information de-
scribed in section 1860F(a)(2). The Adminis-
trator shall waive such requirements to the 
extent the Administrator determines that 
such requirements duplicate requirements 
otherwise applicable to the organization or 
plan under this part. 

‘‘(3) AVAILABILITY OF PREMIUM AND COST-
SHARING SUBSIDIES FOR LOW-INCOME ENROLL-
EES AND DIRECT AND REINSURANCE SUBSIDY 
PAYMENTS FOR ORGANIZATIONS.—For provi-
sions—

‘‘(A) providing premium and cost-sharing 
subsidies to low-income individuals receiving 
qualified prescription drug coverage through 
a Medicare+Choice plan, see section 1860G; 
and 

‘‘(B) providing a Medicare+Choice organi-
zation with direct and insurance subsidy 
payments for providing qualified prescrip-
tion drug coverage under this part, see sec-
tion 1860H. 

‘‘(4) TRANSITION IN INITIAL ENROLLMENT PE-
RIOD.—Notwithstanding any other provision 
of this part, the annual, coordinated election 
period under subsection (e)(3)(B) for 2005 
shall be the 6-month period beginning with 
November 2004. 

‘‘(5) QUALIFIED PRESCRIPTION DRUG COV-
ERAGE; STANDARD COVERAGE.—For purposes 
of this part, the terms ‘qualified prescription 
drug coverage’ and ‘standard coverage’ have 
the meanings given such terms in section 
1860B.’’. 

(b) CONFORMING AMENDMENTS.—Section 
1851 (42 U.S.C. 1395w–21) is amended—

(1) in subsection (a)(1)—
(A) by inserting ‘‘(other than qualified pre-

scription drug benefits)’’ after ‘‘benefits’’; 
(B) by striking the period at the end of 

subparagraph (B) and inserting a comma; 
and 

(C) by adding after and below subparagraph 
(B) the following:

‘‘and may elect qualified prescription drug 
coverage in accordance with section 1860A.’’; 
and 
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(2) in subsection (g)(1), by inserting ‘‘and 

section 1860A(c)(2)(B)’’ after ‘‘in this sub-
section’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section apply to coverage pro-
vided on or after January 1, 2005. 
SEC. 103. MEDICAID AMENDMENTS. 

(a) DETERMINATIONS OF ELIGIBILITY FOR 
LOW-INCOME SUBSIDIES.—

(1) REQUIREMENT.—Section 1902(a) (42 
U.S.C. 1396a(a)) is amended—

(A) by striking ‘‘and’’ at the end of para-
graph (64); 

(B) by striking the period at the end of 
paragraph (65) and inserting ‘‘; and’’; and 

(C) by inserting after paragraph (65) the 
following new paragraph: 

‘‘(66) provide for making eligibility deter-
minations under section 1935(a).’’. 

(2) NEW SECTION.—Title XIX is further 
amended—

(A) by redesignating section 1935 as section 
1936; and 

(B) by inserting after section 1934 the fol-
lowing new section: 
‘‘SPECIAL PROVISIONS RELATING TO MEDICARE 

PRESCRIPTION DRUG BENEFIT 
‘‘SEC. 1935. (a) REQUIREMENT FOR MAKING 

ELIGIBILITY DETERMINATIONS FOR LOW-IN-
COME SUBSIDIES.—As a condition of its State 
plan under this title under section 1902(a)(66) 
and receipt of any Federal financial assist-
ance under section 1903(a), a State shall—

‘‘(1) make determinations of eligibility for 
premium and cost-sharing subsidies under 
(and in accordance with) section 1860G; 

‘‘(2) inform the Administrator of the Medi-
care Benefits Administration of such deter-
minations in cases in which such eligibility 
is established; and 

‘‘(3) otherwise provide such Administrator 
with such information as may be required to 
carry out part D of title XVIII (including 
section 1860G). 

‘‘(b) PAYMENTS FOR ADDITIONAL ADMINIS-
TRATIVE COSTS.—

‘‘(1) IN GENERAL.—The amounts expended 
by a State in carrying out subsection (a) are, 
subject to paragraph (2), expenditures reim-
bursable under the appropriate paragraph of 
section 1903(a); except that, notwithstanding 
any other provision of such section, the ap-
plicable Federal matching rates with respect 
to such expenditures under such section 
shall be increased as follows (but in no case 
shall the rate as so increased exceed 100 per-
cent): 

‘‘(A) For expenditures attributable to costs 
incurred during 2005, the otherwise applica-
ble Federal matching rate shall be increased 
by 10 percent of the percentage otherwise 
payable (but for this subsection) by the 
State. 

‘‘(B)(i) For expenditures attributable to 
costs incurred during 2006 and each subse-
quent year through 2013, the otherwise appli-
cable Federal matching rate shall be in-
creased by the applicable percent (as defined 
in clause (ii)) of the percentage otherwise 
payable (but for this subsection) by the 
State. 

‘‘(ii) For purposes of clause (i), the ‘appli-
cable percent’ for—

‘‘(I) 2006 is 20 percent; or 
‘‘(II) a subsequent year is the applicable 

percent under this clause for the previous 
year increased by 10 percentage points. 

‘‘(C) For expenditures attributable to costs 
incurred after 2013, the otherwise applicable 
Federal matching rate shall be increased to 
100 percent. 

‘‘(2) COORDINATION.—The State shall pro-
vide the Administrator with such informa-
tion as may be necessary to properly allo-
cate administrative expenditures described 
in paragraph (1) that may otherwise be made 
for similar eligibility determinations.’’. 

(b) PHASED-IN FEDERAL ASSUMPTION OF 
MEDICAID RESPONSIBILITY FOR PREMIUM AND 
COST-SHARING SUBSIDIES FOR DUALLY ELIGI-
BLE INDIVIDUALS.—

(1) IN GENERAL.—Section 1903(a)(1) (42 
U.S.C. 1396b(a)(1)) is amended by inserting 
before the semicolon the following: ‘‘, re-
duced by the amount computed under sec-
tion 1935(c)(1) for the State and the quarter’’. 

(2) AMOUNT DESCRIBED.—Section 1935, as in-
serted by subsection (a)(2), is amended by 
adding at the end the following new sub-
section: 

‘‘(c) FEDERAL ASSUMPTION OF MEDICAID 
PRESCRIPTION DRUG COSTS FOR DUALLY-ELI-
GIBLE BENEFICIARIES.—

‘‘(1) IN GENERAL.—For purposes of section 
1903(a)(1), for a State that is one of the 50 
States or the District of Columbia for a cal-
endar quarter in a year (beginning with 2005) 
the amount computed under this subsection 
is equal to the product of the following: 

‘‘(A) MEDICARE SUBSIDIES.—The total 
amount of payments made in the quarter 
under section 1860G (relating to premium 
and cost-sharing prescription drug subsidies 
for low-income medicare beneficiaries) that 
are attributable to individuals who are resi-
dents of the State and are entitled to bene-
fits with respect to prescribed drugs under 
the State plan under this title (including 
such a plan operating under a waiver under 
section 1115). 

‘‘(B) STATE MATCHING RATE.—A proportion 
computed by subtracting from 100 percent 
the Federal medical assistance percentage 
(as defined in section 1905(b)) applicable to 
the State and the quarter. 

‘‘(C) PHASE-OUT PROPORTION.—The phase-
out proportion (as defined in paragraph (2)) 
for the quarter. 

‘‘(2) PHASE-OUT PROPORTION.—For purposes 
of paragraph (1)(C), the ‘phase-out propor-
tion’ for a calendar quarter in—

‘‘(A) 2005 is 90 percent; 
‘‘(B) a subsequent year before 2014, is the 

phase-out proportion for calendar quarters in 
the previous year decreased by 10 percentage 
points; or 

‘‘(C) a year after 2013 is 0 percent.’’. 
(c) MEDICAID PROVIDING WRAP-AROUND 

BENEFITS.—Section 1935, as so inserted and 
amended, is further amended by adding at 
the end the following new subsection: 

‘‘(d) ADDITIONAL PROVISIONS.—
‘‘(1) MEDICAID AS SECONDARY PAYOR.—In the 

case of an individual who is entitled to quali-
fied prescription drug coverage under a pre-
scription drug plan under part D of title 
XVIII (or under a Medicare+Choice plan 
under part C of such title) and medical as-
sistance for prescribed drugs under this title, 
medical assistance shall continue to be pro-
vided under this title for prescribed drugs to 
the extent payment is not made under the 
prescription drug plan or the 
Medicare+Choice plan selected by the indi-
vidual. 

‘‘(2) CONDITION.—A State may require, as a 
condition for the receipt of medical assist-
ance under this title with respect to pre-
scription drug benefits for an individual eli-
gible to obtain qualified prescription drug 
coverage described in paragraph (1), that the 
individual elect qualified prescription drug 
coverage under section 1860A.’’. 

(d) TREATMENT OF TERRITORIES.—
(1) IN GENERAL.—Section 1935, as so in-

serted and amended, is further amended—
(A) in subsection (a) in the matter pre-

ceding paragraph (1), by inserting ‘‘subject 
to subsection (e)’’ after ‘‘section 1903(a)’’; 

(B) in subsection (c)(1), by inserting ‘‘sub-
ject to subsection (e)’’ after ‘‘1903(a)(1)’’; and 

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

‘‘(e) TREATMENT OF TERRITORIES.—

‘‘(1) IN GENERAL.—In the case of a State, 
other than the 50 States and the District of 
Columbia—

‘‘(A) the previous provisions of this section 
shall not apply to residents of such State; 
and 

‘‘(B) if the State establishes a plan de-
scribed in paragraph (2) (for providing med-
ical assistance with respect to the provision 
of prescription drugs to medicare bene-
ficiaries), the amount otherwise determined 
under section 1108(f) (as increased under sec-
tion 1108(g)) for the State shall be increased 
by the amount specified in paragraph (3). 

‘‘(2) PLAN.—The plan described in this 
paragraph is a plan that—

‘‘(A) provides medical assistance with re-
spect to the provision of covered outpatient 
drugs (as defined in section 1860B(f)) to low-
income medicare beneficiaries; and 

‘‘(B) assures that additional amounts re-
ceived by the State that are attributable to 
the operation of this subsection are used 
only for such assistance. 

‘‘(3) INCREASED AMOUNT.—
‘‘(A) IN GENERAL.—The amount specified in 

this paragraph for a State for a year is equal 
to the product of—

‘‘(i) the aggregate amount specified in sub-
paragraph (B); and 

‘‘(ii) the amount specified in section 
1108(g)(1) for that State, divided by the sum 
of the amounts specified in such section for 
all such States. 

‘‘(B) AGGREGATE AMOUNT.—The aggregate 
amount specified in this subparagraph for—

‘‘(i) 2005, is equal to $20,000,000; or 
‘‘(ii) a subsequent year, is equal to the ag-

gregate amount specified in this subpara-
graph for the previous year increased by an-
nual percentage increase specified in section 
1860B(b)(5) for the year involved. 

‘‘(4) REPORT.—The Administrator shall sub-
mit to Congress a report on the application 
of this subsection and may include in the re-
port such recommendations as the Adminis-
trator deems appropriate.’’. 

(2) CONFORMING AMENDMENT.—Section 
1108(f) (42 U.S.C. 1308(f)) is amended by in-
serting ‘‘and section 1935(e)(1)(B)’’ after 
‘‘Subject to subsection (g)’’. 
SEC. 104. MEDIGAP TRANSITION. 

(a) IN GENERAL.—Section 1882 (42 U.S.C. 
1395ss) is amended by adding at the end the 
following new subsection: 

‘‘(v) COVERAGE OF PRESCRIPTION DRUGS.—
‘‘(1) IN GENERAL.—Notwithstanding any 

other provision of law, except as provided in 
paragraph (3) no new medicare supplemental 
policy that provides coverage of expenses for 
prescription drugs may be issued under this 
section on or after January 1, 2005, to an in-
dividual unless it replaces a medicare supple-
mental policy that was issued to that indi-
vidual and that provided some coverage of 
expenses for prescription drugs. 

‘‘(2) ISSUANCE OF SUBSTITUTE POLICIES IF OB-
TAIN PRESCRIPTION DRUG COVERAGE UNDER 
PART D.—

‘‘(A) IN GENERAL.—The issuer of a medicare 
supplemental policy—

‘‘(i) may not deny or condition the 
issuance or effectiveness of a medicare sup-
plemental policy that has a benefit package 
classified as ‘A’, ‘B’, ‘C’, ‘D’, ‘E’, ‘F’, or ‘G’ 
(under the standards established under sub-
section (p)(2)) and that is offered and is 
available for issuance to new enrollees by 
such issuer; 

‘‘(ii) may not discriminate in the pricing of 
such policy, because of health status, claims 
experience, receipt of health care, or medical 
condition; and 

‘‘(iii) may not impose an exclusion of bene-
fits based on a pre-existing condition under 
such policy,

in the case of an individual described in sub-
paragraph (B) who seeks to enroll under the 
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policy not later than 63 days after the date of 
the termination of enrollment described in 
such paragraph and who submits evidence of 
the date of termination or disenrollment 
along with the application for such medicare 
supplemental policy. 

‘‘(B) INDIVIDUAL COVERED.—An individual 
described in this subparagraph is an indi-
vidual who—

‘‘(i) enrolls in a prescription drug plan 
under part D; and 

‘‘(ii) at the time of such enrollment was 
enrolled and terminates enrollment in a 
medicare supplemental policy which has a 
benefit package classified as ‘H’, ‘I’, or ‘J’ 
under the standards referred to in subpara-
graph (A)(i) or terminates enrollment in a 
policy to which such standards do not apply 
but which provides benefits for prescription 
drugs. 

‘‘(C) ENFORCEMENT.—The provisions of 
paragraph (4) of subsection (s) shall apply 
with respect to the requirements of this 
paragraph in the same manner as they apply 
to the requirements of such subsection. 

‘‘(3) NEW STANDARDS.—In applying sub-
section (p)(1)(E) (including permitting the 
NAIC to revise its model regulations in re-
sponse to changes in law) with respect to the 
change in benefits resulting from title I of 
the Medicare Modernization and Prescrip-
tion Drug Act of 2002, with respect to poli-
cies issued to individuals who are enrolled 
under part D, the changes in standards shall 
provide for at least two benefit packages 
(other than the core benefit package) that 
may provide for coverage of cost-sharing 
with respect to qualified prescription drug 
coverage under such part, except that such 
coverage may not cover the prescription 
drug deductible under such part. Two benefit 
packages shall be consistent with the fol-
lowing: 

‘‘(A) FIRST NEW POLICY.—The policy de-
scribed in this subparagraph has the fol-
lowing benefits, notwithstanding any other 
provision of this section relating to a core 
benefit package: 

‘‘(i) Coverage of 50 percent of the cost-shar-
ing otherwise applicable, except coverage of 
100 percent of any cost-sharing otherwise ap-
plicable for preventive benefits. 

‘‘(ii) No coverage of the part B deductible. 
‘‘(iii) Coverage for all hospital coinsurance 

for long stays (as in the current core benefit 
package). 

‘‘(iv) A limitation on annual out-of-pocket 
expenditures to $4,000 in 2005 (or, in a subse-
quent year, to such limitation for the pre-
vious year increased by an appropriate infla-
tion adjustment specified by the Secretary). 

‘‘(B) SECOND NEW POLICY.—The policy de-
scribed in this subparagraph has the same 
benefits as the policy described in subpara-
graph (A), except as follows: 

‘‘(i) Substitute ‘75 percent’ for ‘50 percent’ 
in clause (i) of such subparagraph. 

‘‘(ii) Substitute ‘$2,000’ for ‘$4,000’ in clause 
(iv) of such subparagraph. 

‘‘(4) CONSTRUCTION.—Any provision in this 
section or in a medicare supplemental policy 
relating to guaranteed renewability of cov-
erage shall be deemed to have been met 
through the offering of other coverage under 
this subsection.’’. 

SEC. 105. MEDICARE PRESCRIPTION DRUG DIS-
COUNT CARD ENDORSEMENT PRO-
GRAM. 

Title XVIII is amended by inserting after 
section 1806 the following new section: 

‘‘MEDICARE PRESCRIPTION DRUG DISCOUNT CARD 
ENDORSEMENT PROGRAM 

‘‘SEC. 1807. (a) IN GENERAL.—The Secretary 
(or the Medicare Benefits Administrator pur-
suant to section 1808(c)(3)(C)) shall establish 
a program—

‘‘(1) to endorse prescription drug discount 
card programs that meet the requirements of 
this section; and 

‘‘(2) to make available to medicare bene-
ficiaries information regarding such en-
dorsed programs. 

‘‘(b) REQUIREMENTS FOR ENDORSEMENT.—
The Secretary may not endorse a prescrip-
tion drug discount card program under this 
section unless the program meets the fol-
lowing requirements: 

‘‘(1) SAVINGS TO MEDICARE BENEFICIARIES.—
The program passes on to medicare bene-
ficiaries who enroll in the program discounts 
on prescription drugs, including discounts 
negotiated with manufacturers. 

‘‘(2) PROHIBITION ON APPLICATION ONLY TO 
MAIL ORDER.—The program applies to drugs 
that are available other than solely through 
mail order. 

‘‘(3) BENEFICIARY SERVICES.—The program 
provides pharmaceutical support services, 
such as education and counseling, and serv-
ices to prevent adverse drug interactions. 

‘‘(4) INFORMATION.—The program makes 
available to medicare beneficiaries through 
the Internet and otherwise information, in-
cluding information on enrollment fees, 
prices charged to beneficiaries, and services 
offered under the program, that the Sec-
retary identifies as being necessary to pro-
vide for informed choice by beneficiaries 
among endorsed programs. 

‘‘(5) DEMONSTRATED EXPERIENCE.—The enti-
ty operating the program has demonstrated 
experience and expertise in operating such a 
program or a similar program. 

‘‘(6) QUALITY ASSURANCE.—The entity has 
in place adequate procedures for assuring 
quality service under the program. 

‘‘(7) ADDITIONAL BENEFICIARY PROTEC-
TIONS.—The program meets such additional 
requirements as the Secretary identifies to 
protect and promote the interest of medicare 
beneficiaries, including requirements that 
ensure that beneficiaries are not charged 
more than the lower of the negotiated retail 
price or the usual and customary price. 

‘‘(c) PROGRAM OPERATION.—The Secretary 
shall operate the program under this section 
consistent with the following: 

‘‘(1) PROMOTION OF INFORMED CHOICE.—In 
order to promote informed choice among en-
dorsed prescription drug discount card pro-
grams, the Secretary shall provide for the 
dissemination of information which com-
pares the costs and benefits of such programs 
in a manner coordinated with the dissemina-
tion of educational information on 
Medicare+Choice plans under part C. 

‘‘(2) OVERSIGHT.—The Secretary shall pro-
vide appropriate oversight to ensure compli-
ance of endorsed programs with the require-
ments of this section, including verification 
of the discounts and services provided. 

‘‘(3) USE OF MEDICARE TOLL-FREE NUMBER.—
The Secretary shall provide through the 1-
800-medicare toll free telephone number for 
the receipt and response to inquiries and 
complaints concerning the program and pro-
grams endorsed under this section. 

‘‘(4) DISQUALIFICATION FOR ABUSIVE PRAC-
TICES.—The Secretary shall revoke the en-
dorsement of a program that the Secretary 
determines no longer meets the require-
ments of this section or that has engaged in 
false or misleading marketing practices. 

‘‘(5) ENROLLMENT PRACTICES.—A medicare 
beneficiary may not be enrolled in more than 
one endorsed program at any time. 

‘‘(d) TRANSITION.—The Secretary shall pro-
vide for an appropriate transition and dis-
continuation of the program under this sec-
tion at the time prescription drug benefits 
first become available under part D. 

‘‘(e) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such 

sums as may be necessary to carry out the 
program under this section.’’. 
TITLE II—MEDICARE+CHOICE REVITAL-

IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

Subtitle A—Medicare+Choice Revitalization 
SEC. 201. MEDICARE+CHOICE IMPROVEMENTS. 

(a) EQUALIZING PAYMENTS BETWEEN FEE-
FOR-SERVICE AND MEDICARE+CHOICE.—

(1) IN GENERAL.—Section 1853(c)(1) (42 
U.S.C. 1395w–23(c)(1)) is amended by adding 
at the end the following: 

‘‘(D) BASED ON 100 PERCENT OF FEE-FOR-
SERVICE COSTS.—

‘‘(i) IN GENERAL.—For 2003 and 2004, the ad-
justed average per capita cost for the year 
involved, determined under section 1876(a)(4) 
for the Medicare+Choice payment area for 
services covered under parts A and B for in-
dividuals entitled to benefits under part A 
and enrolled under part B who are not en-
rolled in a Medicare+Choice plan under this 
part for the year, but adjusted to exclude 
costs attributable to payments under section 
1886(h). 

‘‘(ii) INCLUSION OF COSTS OF VA AND DOD 
MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the ad-
justed average per capita cost under clause 
(i) for a year, such cost shall be adjusted to 
include the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Veterans Affairs or the Depart-
ment of Defense.’’. 

(2) CONFORMING AMENDMENT.—Such section 
is further amended, in the matter before sub-
paragraph (A), by striking ‘‘or (C)’’ and in-
serting ‘‘(C), or (D)’’. 

(b) REVISION OF BLEND.—
(1) REVISION OF NATIONAL AVERAGE USED IN 

CALCULATION OF BLEND.—Section 
1853(c)(4)(B)(i)(II) (42 U.S.C. 1395w–
23(c)(4)(B)(i)(II)) is amended by inserting 
‘‘who (with respect to determinations for 
2003 and for 2004) are enrolled in a 
Medicare+Choice plan’’ after ‘‘the average 
number of medicare beneficiaries’’. 

(2) CHANGE IN BUDGET NEUTRALITY.—Sec-
tion 1853(c) (42 U.S.C. 1395w–23(c)) is amend-
ed—

(A) in paragraph (1)(A), by inserting ‘‘(for a 
year before 2003)’’ after ‘‘multiplied’’; and 

(B) in paragraph (5), by inserting ‘‘(before 
2003)’’ after ‘‘for each year’’. 

(c) REVISION IN MINIMUM PERCENTAGE IN-
CREASE FOR 2003 AND 2004.—Section 
1853(c)(1)(C) (42 U.S.C. 1395w–23(c)(1)(C)) is 
amended by striking clause (iv) and insert-
ing the following: 

‘‘(iv) For 2002, 102 percent of the annual 
Medicare+Choice capitation rate under this 
paragraph for the area for 2001. 

‘‘(v) For 2003 and 2004, 103 percent of the 
annual Medicare+Choice capitation rate 
under this paragraph for the area for the pre-
vious year. 

‘‘(iv) For 2005 and each succeeding year, 102 
percent of the annual Medicare+Choice capi-
tation rate under this paragraph for the area 
for the previous year.’’. 

(d) INCLUSION OF COSTS OF DOD AND VA 
MILITARY FACILITY SERVICES TO MEDICARE-
ELIGIBLE BENEFICIARIES IN CALCULATION OF 
MEDICARE+CHOICE PAYMENT RATES.—Section 
1853(c)(3) (42 U.S.C. 1395w–23(c)(3)) is amend-
ed—

(1) in subparagraph (A), by striking ‘‘sub-
paragraph (B)’’ and inserting ‘‘subparagraphs 
(B) and (E)’’, and 

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

‘‘(E) INCLUSION OF COSTS OF DOD AND VA 
MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the 
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area-specific Medicare+Choice capitation 
rate under subparagraph (A) for a year (be-
ginning with 2003), the annual per capita rate 
of payment for 1997 determined under section 
1876(a)(1)(C) shall be adjusted to include in 
the rate the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Defense or the Department of 
Veterans Affairs.’’. 

(e) ANNOUNCEMENT OF REVISED 
MEDICARE+CHOICE PAYMENT RATES.—Within 
2 weeks after the date of the enactment of 
this Act, the Secretary shall determine, and 
shall announce (in a manner intended to pro-
vide notice to interested parties) 
Medicare+Choice capitation rates under sec-
tion 1853 of the Social Security Act (42 
U.S.C. 1395w–23) for 2003, revised in accord-
ance with the provisions of this section. 

(f) MEDPAC STUDY OF AAPCC.—
(1) STUDY.—The Medicare Payment Advi-

sory Commission shall conduct a study that 
assesses the method used for determining the 
adjusted average per capita cost (AAPCC) 
under section 1876(a)(4) of the Social Secu-
rity Act (42 U.S.C. 1395mm(a)(4)). Such study 
shall examine—

(A) the bases for variation in such costs be-
tween different areas, including differences 
in input prices, utilization, and practice pat-
terns; 

(B) the appropriate geographic area for 
payment under the Medicare+Choice pro-
gram under part C of title XVIII of such Act; 
and 

(C) the accuracy of risk adjustment meth-
ods in reflecting differences in costs of pro-
viding care to different groups of bene-
ficiaries served under such program. 

(2) REPORT.—Not later than 9 months after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study conducted under paragraph 
(1). Such report shall include recommenda-
tions regarding changes in the methods for 
computing the adjusted average per capita 
cost among different areas. 
SEC. 202. MAKING PERMANENT CHANGE IN 

MEDICARE+CHOICE REPORTING 
DEADLINES AND ANNUAL, COORDI-
NATED ELECTION PERIOD. 

(a) CHANGE IN REPORTING DEADLINE.—Sec-
tion 1854(a)(1) (42 U.S.C. 1395w–24(a)(1)), as 
amended by section 532(b)(1) of the Public 
Health Security and Bioterrorism Prepared-
ness and Response Act of 2002, is amended by 
striking ‘‘2002, 2003, and 2004 (or July 1 of 
each other year)’’ and inserting ‘‘2002 and 
each subsequent year (or July 1 of each year 
before 2002)’’. 

(b) DELAY IN ANNUAL, COORDINATED ELEC-
TION PERIOD.—Section 1851(e)(3)(B) (42 U.S.C. 
1395w–21(e)(3)(B)), as amended by section 
532(c)(1)(A) of the Public Health Security and 
Bioterrorism Preparedness and Response Act 
of 2002, is amended by striking ‘‘and after 
2005, the month of November before such 
year and with respect to 2003, 2004, and 2005’’ 
and inserting ‘‘, the month of November be-
fore such year and with respect to 2003 and 
any subsequent year’’. 

(c) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.—Section 1853(b)(1) (42 U.S.C. 1395w–
23(b)(1)), as amended by section 532(d)(1) of 
the Public Health Security and Bioterrorism 
Preparedness and Response Act of 2002, is 
amended by striking ‘‘and after 2005 not 
later than March 1 before the calendar year 
concerned and for 2004 and 2005’’ and insert-
ing ‘‘not later than March 1 before the cal-
endar year concerned and for 2004 and each 
subsequent year’’. 

(d) REQUIRING PROVISION OF AVAILABLE IN-
FORMATION COMPARING PLAN OPTIONS.—The 

first sentence of section 1851(d)(2)(A)(ii) (42 
U.S.C. 1395w–21(d)(2)(A)(ii)) is amended by in-
serting before the period the following: ‘‘to 
the extent such information is available at 
the time of preparation of materials for the 
mailing’’.
SEC. 203. AVOIDING DUPLICATIVE STATE REGU-

LATION. 
(a) IN GENERAL.—Section 1856(b)(3) (42 

U.S.C. 1395w–26(b)(3)) is amended to read as 
follows: 

‘‘(3) RELATION TO STATE LAWS.—The stand-
ards established under this subsection shall 
supersede any State law or regulation (other 
than State licensing laws or State laws re-
lating to plan solvency) with respect to 
Medicare+Choice plans which are offered by 
Medicare+Choice organizations under this 
part.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
the date of the enactment of this Act. 
SEC. 204. SPECIALIZED MEDICARE+CHOICE 

PLANS FOR SPECIAL NEEDS BENE-
FICIARIES. 

(a) TREATMENT AS COORDINATED CARE 
PLAN.—Section 1851(a)(2)(A) (42 U.S.C. 1395w–
21(a)(2)(A)) is amended by adding at the end 
the following new sentence: ‘‘Specialized 
Medicare+Choice plans for special needs 
beneficiaries (as defined in section 1859(b)(4)) 
may be any type of coordinated care plan.’’. 

(b) SPECIALIZED MEDICARE+CHOICE PLAN 
FOR SPECIAL NEEDS BENEFICIARIES DE-
FINED.—Section 1859(b) (42 U.S.C. 1395w–29(b)) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(4) SPECIALIZED MEDICARE+CHOICE PLANS 
FOR SPECIAL NEEDS BENEFICIARIES.—

‘‘(A) IN GENERAL.—The term ‘specialized 
Medicare+Choice plan for special needs bene-
ficiaries’ means a Medicare+Choice plan that 
exclusively serves special needs beneficiaries 
(as defined in subparagraph (B)). 

‘‘(B) SPECIAL NEEDS BENEFICIARY.—The 
term ‘special needs beneficiary’ means a 
Medicare+Choice eligible individual who—

‘‘(i) is institutionalized (as defined by the 
Secretary); 

‘‘(ii) is entitled to medical assistance 
under a State plan under title XIX; or 

‘‘(iii) meets such requirements as the Sec-
retary may determine would benefit from en-
rollment in such a specialized 
Medicare+Choice plan described in subpara-
graph (A) for individuals with severe or dis-
abling chronic conditions.’’. 

(c) RESTRICTION ON ENROLLMENT PER-
MITTED.—Section 1859 (42 U.S.C. 1395w–29) is 
amended by adding at the end the following 
new subsection: 

‘‘(f) RESTRICTION ON ENROLLMENT FOR SPE-
CIALIZED MEDICARE+CHOICE PLANS FOR SPE-
CIAL NEEDS BENEFICIARIES.—In the case of a 
specialized Medicare+Choice plan (as defined 
in subsection (b)(4)), notwithstanding any 
other provision of this part and in accord-
ance with regulations of the Secretary and 
for periods before January 1, 2007, the plan 
may restrict the enrollment of individuals 
under the plan to individuals who are within 
one or more classes of special needs bene-
ficiaries.’’. 

(d) REPORT TO CONGRESS.—Not later than 
December 31, 2005, the Medicare Benefits Ad-
ministrator shall submit to Congress a re-
port that assesses the impact of specialized 
Medicare+Choice plans for special needs 
beneficiaries on the cost and quality of serv-
ices provided to enrollees. Such report shall 
include an assessment of the costs and sav-
ings to the medicare program as a result of 
amendments made by subsections (a), (b), 
and (c). 

(e) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

subsections (a), (b), and (c) shall take effect 
upon the date of the enactment of this Act. 

(2) DEADLINE FOR ISSUANCE OF REQUIRE-
MENTS FOR SPECIAL NEEDS BENEFICIARIES; 
TRANSITION.—No later than 6 months after 
the date of the enactment of this Act, the 
Secretary of Health and Human Services 
shall issue final regulations to establish re-
quirements for special needs beneficiaries 
under section 1859(b)(4)(B)(iii) of the Social 
Security Act, as added by subsection (b). 
SEC. 205. MEDICARE MSAS. 

(a) EXEMPTION FROM QUALITY ASSURANCE 
PROGRAM REQUIREMENT.—

(1) IN GENERAL.—Section 1852(e)(1) (42 
U.S.C. 1395w–22(e)(1)) is amended by inserting 
‘‘(other than MSA plans)’’ after 
‘‘Medicare+Choice plans’’. 

(2) CONFORMING AMENDMENTS.—Section 1852 
(42 U.S.C. 1395w–22) is amended—

(A) in subsection (c)(1)(I), by inserting be-
fore the period at the end the following: ‘‘if 
required under such section’’; and 

(B) in subparagraphs (A) and (B) of sub-
section (e)(2), by striking ‘‘, a non-network 
MSA plan,’’ and ‘‘, NON-NETWORK MSA PLANS,’’ 
each place it appears. 

(b) MAKING PROGRAM PERMANENT AND 
ELIMINATING CAP.—Section 1851(b)(4) (42 
U.S.C. 1395w–21(b)(4)) is amended—

(1) in the heading of subparagraph (A), by 
striking ‘‘ON A DEMONSTRATION BASIS’’; 

(2) by striking the first sentence of sub-
paragraph (A); and 

(3) by striking the second sentence of sub-
paragraph (C). 

(c) APPLYING LIMITATIONS ON BALANCE 
BILLING.—Section 1852(k)(1) (42 U.S.C. 1395w–
22(k)(1)) is amended by inserting ‘‘or with an 
organization offering a MSA plan’’ after 
‘‘section 1851(a)(2)(A)’’. 

(d) ADDITIONAL AMENDMENT.—Section 
1851(e)(5)(A) (42 U.S.C. 1395w–21(e)(5)(A)) is 
amended—

(1) by adding ‘‘or’’ at the end of clause (i); 
(2) by striking ‘‘, or’’ at the end of clause 

(ii) and inserting a semicolon; and 
(3) by striking clause (iii). 

SEC. 206. EXTENSION OF REASONABLE COST AND 
SHMO CONTRACTS. 

(a) REASONABLE COST CONTRACTS.—
(1) IN GENERAL.—Section 1876(h)(5)(C) (42 

U.S.C. 1395mm(h)(5)(C)) is amended—
(A) by inserting ‘‘(i)’’ after ‘‘(C)’’; 
(B) by inserting before the period the fol-

lowing: ‘‘, except (subject to clause (ii)) in 
the case of a contract for an area which is 
not covered in the service area of 1 or more 
coordinated care Medicare+Choice plans 
under part C’’; and 

(C) by adding at the end the following new 
clause: 

‘‘(ii) In the case in which—
‘‘(I) a reasonable cost reimbursement con-

tract includes an area in its service area as 
of a date that is after December 31, 2003; 

‘‘(II) such area is no longer included in 
such service area after such date by reason 
of the operation of clause (i) because of the 
inclusion of such area within the service 
area of a Medicare+Choice plan; and 

‘‘(III) all Medicare+Choice plans subse-
quently terminate coverage in such area;
such reasonable cost reimbursement con-
tract may be extended and renewed to cover 
such area (so long as it is not included in the 
service area of any Medicare+Choice plan).’’. 

(2) STUDY.—The Medicare Benefits Admin-
istrator shall conduct a study of an appro-
priate transition for plans offered under rea-
sonable cost contracts under section 1876 of 
the Social Security Act on and after January 
1, 2005. Such a transition may take into ac-
count whether there are one or more coordi-
nated care Medicare+Choice plans being of-
fered in the areas involved. Not later than 
February 1, 2004, the Administrator shall 
submit to Congress a report on such study 
and shall include recommendations regard-
ing any changes in the amendment made by 
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paragraph (1) as the Administrator deter-
mines to be appropriate. 

(b) EXTENSION OF SOCIAL HEALTH MAINTE-
NANCE ORGANIZATION (SHMO) DEMONSTRATION 
PROJECT.—

(1) IN GENERAL.—Section 4018(b)(1) of the 
Omnibus Budget Reconciliation Act of 1987 is 
amended by striking ‘‘the date that is 30 
months after the date that the Secretary 
submits to Congress the report described in 
section 4014(c) of the Balanced Budget Act of 
1997’’ and inserting ‘‘December 31, 2004’’. 

(2) SHMOS OFFERING MEDICARE+CHOICE 
PLANS.—Nothing in such section 4018 shall be 
construed as preventing a social health 
maintenance organization from offering a 
Medicare+Choice plan under part C of title 
XVIII of the Social Security Act. 

Subtitle B—Medicare+Choice Competition 
Program 

SEC. 211. MEDICARE+CHOICE COMPETITION PRO-
GRAM. 

(a) SUBMISSION OF BID AMOUNTS.—Section 
1854 (42 U.S.C. 1395w–24) is amended—

(1) by amending the heading to read as fol-
lows: 

‘‘SUBMISSION OF BID AMOUNTS’’; 

(2) in subsection (a)(1)(A)—
(A) by striking ‘‘(A)’’ and inserting ‘‘(A)(i) 

if the following year is before 2005,’’; and 
(B) by inserting before the semicolon at 

the end the following: ‘‘ or (ii) if the fol-
lowing year is 2005 or later, the information 
described in paragraph (6)(A)’’; and 

(3) by adding at the end of subsection (a) 
the following: 

‘‘(6) SUBMISSION OF BID AMOUNTS BY 
MEDICARE+CHOICE ORGANIZATIONS.—

‘‘(A) INFORMATION TO BE SUBMITTED.—The 
information described in this subparagraph 
is as follows: 

‘‘(i) The monthly aggregate bid amount for 
provision of all items and services under this 
part and the actuarial basis for determining 
such amount. 

‘‘(ii) The proportions of such bid amount 
that are attributable to—

‘‘(I) the provision of statutory non-drug 
benefits (such portion referred to in this part 
as the ‘unadjusted non-drug monthly bid 
amount’); 

‘‘(II) the provision of statutory prescrip-
tion drug benefits; and 

‘‘(III) the provision of non-statutory bene-
fits;

and the actuarial basis for determining such 
proportions. 

‘‘(iii) Such additional information as the 
Administrator may require to verify the ac-
tuarial bases described in clauses (i) and (ii). 

‘‘(B) STATUTORY BENEFITS DEFINED.—For 
purposes of this part: 

‘‘(i) The term ‘statutory non-drug benefits’ 
means benefits under parts A and B. 

‘‘(ii) The term ‘statutory prescription drug 
benefits’ means benefits under part D. 

‘‘(iii) The term ‘statutory benefits’ means 
statutory prescription drug benefits and 
statutory non-drug benefits. 

‘‘(C) ACCEPTANCE AND NEGOTIATION OF BID 
AMOUNTS.—The Administrator has the au-
thority to negotiate regarding monthly bid 
amounts submitted under subparagraph (A) 
(and the proportion described in subpara-
graph (A)(ii)). The Administrator may reject 
such a bid amount or proportion if the Ad-
ministrator determines that such amount or 
proportion is not supported by the actuarial 
bases provided under subparagraph (A).’’. 

(b) PROVIDING FOR BENEFICIARY SAVINGS 
FOR CERTAIN PLANS.—

(1) IN GENERAL.—Section 1854(b) (42 U.S.C. 
1395w–24(b)) is amended—

(A) by adding at the end of paragraph (1) 
the following new subparagraph: 

‘‘(C) BENEFICIARY REBATE RULE.—

‘‘(i) REQUIREMENT.—The Medicare+Choice 
plan shall provide to the enrollee a monthly 
rebate equal to 75 percent of the average per 
capita savings (if any) described in para-
graph (3) applicable to the plan and year in-
volved. 

‘‘(iii) FORM OF REBATE.—A rebate required 
under this subparagraph shall be provided—

‘‘(I) through the crediting of the amount of 
the rebate towards the Medicare+Choice 
monthly supplementary beneficiary pre-
mium or the premium imposed for prescrip-
tion drug coverage under part D; 

‘‘(II) through a direct monthly payment 
(through electronic funds transfer or other-
wise); or 

‘‘(III) through other means approved by the 
Medicare Benefits Administrator,

or any combination thereof.’’; and 
(B) by adding at the end the following new 

paragraph: 
‘‘(3) COMPUTATION OF AVERAGE PER CAPITA 

MONTHLY SAVINGS.—For purposes of para-
graph (1)(C)(i), the average per capita month-
ly savings referred to in such paragraph for 
a Medicare+Choice plan and year is com-
puted as follows: 

‘‘(A) DETERMINATION OF STATE-WIDE AVER-
AGE RISK ADJUSTMENT.—

‘‘(i) IN GENERAL.—The Medicare Benefits 
Administrator shall determine, at the same 
time rates are promulgated under section 
1853(b)(1) (beginning with 2005), for each 
State the average of the risk adjustment fac-
tors to be applied to enrollees under section 
1853(a)(1)(A) in that State. In the case of a 
State in which a Medicare+Choice plan was 
offered in the previous year, the Adminis-
trator may compute such average based upon 
risk adjustment factors applied in that State 
in a previous year. 

‘‘(ii) TREATMENT OF NEW STATES.—In the 
case of a State in which no Medicare+Choice 
plan was offered in the previous year, the 
Administrator shall estimate such average. 
In making such estimate, the Administrator 
may use average risk adjustment factors ap-
plied to comparable States or applied on a 
national basis. 

‘‘(B) DETERMINATION OF RISK ADJUSTED 
BENCHMARK AND RISK-ADJUSTED BID.—For 
each Medicare+Choice plan offered in a 
State, the Administrator shall—

‘‘(i) adjust the fee-for-service area-specific 
non-drug benchmark amount by the applica-
ble average risk adjustment factor computed 
under subparagraph (A); and 

‘‘(ii) adjust the unadjusted non-drug 
monthly bid amount by such applicable aver-
age risk adjustment factor. 

‘‘(C) DETERMINATION OF AVERAGE PER CAP-
ITA MONTHLY SAVINGS.—The average per cap-
ita monthly savings described in this sub-
paragraph is equal to the amount (if any) by 
which—

‘‘(i) the risk-adjusted benchmark amount 
computed under subparagraph (B)(i), exceeds 

‘‘(ii) the risk-adjusted bid computed under 
subparagraph (B)(ii). 

‘‘(D) AUTHORITY TO DETERMINE RISK ADJUST-
MENT FOR AREAS OTHER THAN STATES.—The 
Administrator may provide for the deter-
mination and application of risk adjustment 
factors under this paragraph on the basis of 
areas other than States.’’. 

(2) COMPUTATION OF FEE-FOR-SERVICE AREA-
SPECIFIC NON-DRUG BENCHMARK.—Section 1853 
(42 U.S.C. 1395w–23) is amended by adding at 
the end the following new subsection: 

‘‘(j) COMPUTATION OF FEE-FOR-SERVICE 
AREA-SPECIFIC NON-DRUG BENCHMARK 
AMOUNT.—For purposes of this part, the term 
‘fee-for-service area-specific non-drug bench-
mark amount’ means, with respect to a 
Medicare+Choice payment area for a month 
in a year, an amount equal to the greater of 
the following (but in no case less than 1⁄12 of 

the rate computed under subsection (c)(1), 
without regard to subparagraph (A), for the 
year): 

‘‘(1) BASED ON 100 PERCENT OF FEE-FOR-SERV-
ICE COSTS IN THE AREA.—An amount equal to 
1⁄12 of 100 percent (for 2005 through 2007, or 95 
percent for 2008 and years thereafter) of the 
adjusted average per capita cost for the year 
involved, determined under section 1876(a)(4) 
for the Medicare+Choice payment area, for 
the area and the year involved, for services 
covered under parts A and B for individuals 
entitled to benefits under part A and en-
rolled under part B who are not enrolled in 
a Medicare+Choice plan under this part for 
the year, and adjusted to exclude from such 
cost the amount the Medicare Benefits Ad-
ministrator estimates is payable for costs 
described in subclauses (I) and (II) of sub-
section (c)(3)(C)(i) for the year involved and 
also adjusted in the manner described in sub-
section (c)(1)(D)(ii) (relating to inclusion of 
costs of VA and DOD military facility serv-
ices to medicare-eligible beneficiaries). 

‘‘(2) MINIMUM MONTHLY AMOUNT.—The min-
imum amount specified in this paragraph is 
the amount specified in subsection 
(c)(1)(B)(iv) for the year involved.’’. 

(c) PAYMENT OF PLANS BASED ON BID 
AMOUNTS.—

(1) IN GENERAL.—Section 1853(a)(1)(A) (42 
U.S.C. 1395w–23) is amended by striking ‘‘in 
an amount’’ and all that follows and insert-
ing the following: ‘‘in an amount determined 
as follows: 

‘‘(i) PAYMENT BEFORE 2005.—For years be-
fore 2005, the payment amount shall be equal 
to 1⁄12 of the annual Medicare+Choice capita-
tion rate (as calculated under subsection (c)) 
with respect to that individual for that area, 
reduced by the amount of any reduction 
elected under section 1854(f )(1)(E) and ad-
justed under clause (iii). 

‘‘(ii) PAYMENT FOR STATUTORY NON-DRUG 
BENEFITS BEGINNING WITH 2005.—For years be-
ginning with 2005—

‘‘(I) PLANS WITH BIDS BELOW BENCHMARK.—
In the case of a plan for which there are av-
erage per capita monthly savings described 
in section 1854(b)(3)(C), the payment under 
this subsection is equal to the unadjusted 
non-drug monthly bid amount, adjusted 
under clause (iii), plus the amount of the 
monthly rebate computed under section 
1854(b)(1)(C)(i) for that plan and year. 

‘‘(II) PLANS WITH BIDS AT OR ABOVE BENCH-
MARK.—In the case of a plan for which there 
are no average per capita monthly savings 
described in section 1854(b)(3)(C), the pay-
ment amount under this subsection is equal 
to the fee-for-service area-specific non-drug 
benchmark amount, adjusted under clause 
(iii). 

‘‘(iii) DEMOGRAPHIC ADJUSTMENT, INCLUDING 
ADJUSTMENT FOR HEALTH STATUS.—The Ad-
ministrator shall adjust the payment 
amount under clause (i), the unadjusted non-
drug monthly bid amount under clause 
(ii)(I), and the fee-for-service area-specific 
non-drug benchmark amount under clause 
(ii)(II) for such risk factors as age, disability 
status, gender, institutional status, and such 
other factors as the Administrator deter-
mines to be appropriate, including adjust-
ment for health status under paragraph (3), 
so as to ensure actuarial equivalence. The 
Administrator may add to, modify, or sub-
stitute for such adjustment factors if such 
changes will improve the determination of 
actuarial equivalence. 

‘‘(iv) REFERENCE TO SUBSIDY PAYMENT FOR 
STATUTORY DRUG BENEFITS.—In the case in 
which an enrollee is enrolled under part D, 
the Medicare+Choice organization also is en-
titled to a subsidy payment amount under 
section 1860H.’’. 

(d) CONFORMING AMENDMENTS.—
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(1) PROTECTION AGAINST BENEFICIARY SELEC-

TION.—Section 1852(b)(1)(A) (42 U.S.C. 1395w–
22(b)(1)(A)) is amended by adding at the end 
the following: ‘‘The Administrator shall not 
approve a plan of an organization if the Ad-
ministrator determines that the benefits are 
designed to substantially discourage enroll-
ment by certain Medicare+Choice eligible in-
dividuals with the organization.’’. 

(2) CONFORMING AMENDMENT TO PREMIUM 
TERMINOLOGY.—Subparagraphs (A) and (B) of 
section 1854(b)(2) (42 U.S.C. 1395w–24(b)(2)) are 
amended to read as follows: 

‘‘(A) MEDICARE+CHOICE MONTHLY BASIC BEN-
EFICIARY PREMIUM.—The term 
‘Medicare+Choice monthly basic beneficiary 
premium’ means, with respect to a 
Medicare+Choice plan—

‘‘(i) described in section 1853(a)(1)(A)(ii)(I) 
(relating to plans providing rebates), zero; or 

‘‘(ii) described in section 
1853(a)(1)(A)(ii)(II), the amount (if any) by 
which the unadjusted non-drug monthly bid 
amount exceeds the fee-for-service area-spe-
cific non-drug benchmark amount. 

‘‘(B) MEDICARE+CHOICE MONTHLY SUPPLE-
MENTAL BENEFICIARY PREMIUM.—The term 
‘Medicare+Choice monthly supplemental 
beneficiary premium’ means, with respect to 
a Medicare+Choice plan, the portion of the 
aggregate monthly bid amount submitted 
under clause (i) of subsection (a)(6)(A) for the 
year that is attributable under such section 
to the provision of nonstatutory benefits.’’. 

(3) REQUIREMENT FOR UNIFORM BID 
AMOUNTS.—Section 1854(c) (42 U.S.C. 1395w–
24(c)) is amended to read as follows: 

‘‘(c) UNIFORM BID AMOUNTS.—The 
Medicare+Choice monthly bid amount sub-
mitted under subsection (a)(6) of a 
Medicare+Choice organization under this 
part may not vary among individuals en-
rolled in the plan.’’. 

(4) PERMITTING BENEFICIARY REBATES.—
(A) Section 1851(h)(4)(A) (42 U.S.C. 1395w–

21(h)(4)(A)) is amended by inserting ‘‘except 
as provided under section 1854(b)(1)(C)’’ after 
‘‘or otherwise’’. 

(B) Section 1854(d) (42 U.S.C. 1395w–24(d)) is 
amended by inserting ‘‘, except as provided 
under subsection (b)(1)(C),’’ after ‘‘and may 
not provide’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for months beginning with 
January 2005. 
SEC. 212. DEMONSTRATION PROGRAM FOR COM-

PETITIVE-DEMONSTRATION AREAS. 
(a) IDENTIFICATION OF COMPETITIVE-DEM-

ONSTRATION AREAS FOR DEMONSTRATION PRO-
GRAM; COMPUTATION OF CHOICE NON-DRUG 
BENCHMARKS.—Section 1853, as amended by 
section 211(b)(2), is amended by adding at the 
end the following new subsection: 

‘‘(k) ESTABLISHMENT OF COMPETITIVE DEM-
ONSTRATION PROGRAM.—

‘‘(1) DESIGNATION OF COMPETITIVE-DEM-
ONSTRATION AREAS AS PART OF PROGRAM.—

‘‘(A) IN GENERAL.—For purposes of this 
part, the Administrator shall establish a 
demonstration program under which the Ad-
ministrator designates Medicare+Choice 
areas as competitive-demonstration areas 
consistent with the following limitations: 

‘‘(i) LIMITATION ON NUMBER OF AREAS THAT 
MAY BE DESIGNATED.—The Administrator 
may not designate more than 4 areas as com-
petitive-demonstration areas. 

‘‘(ii) LIMITATION ON PERIOD OF DESIGNATION 
OF ANY AREA.—The Administrator may not 
designate any area as a competitive-dem-
onstration area for a period of more than 2 
years.

The Administrator has the discretion to de-
cide whether or not to designate as a com-
petitive-demonstration area an area that 
qualifies for such designation. 

‘‘(B) QUALIFICATIONS FOR DESIGNATION.—
For purposes of this title, a Medicare+Choice 
area (which is a metropolitan statistical 
area or other area with a substantial number 
of Medicare+Choice enrollees) may not be 
designated as a ‘competitive-demonstration 
area’ for a 2-year period beginning with a 
year unless the Administrator determines, 
by such date before the beginning of the year 
as the Administrator determines appro-
priate, that—

‘‘(i) there will be offered during the open 
enrollment period under this part before the 
beginning of the year at least 2 
Medicare+Choice plans (in addition to the 
fee-for-service program under parts A and B), 
each offered by a different Medicare+Choice 
organization; and 

‘‘(ii) during March of the previous year at 
least 50 percent of the number of 
Medicare+Choice eligible individuals who re-
side in the area were enrolled in a 
Medicare+Choice plan. 

‘‘(2) CHOICE NON-DRUG BENCHMARK 
AMOUNT.—For purposes of this part, the term 
‘choice non-drug benchmark amount’ means, 
with respect to a Medicare+Choice payment 
area for a month in a year, the sum of the 2 
components described in paragraph (3) for 
the area and year. The Administrator shall 
compute such benchmark amount for each 
competitive-demonstration area before the 
beginning of each annual, coordinated elec-
tion period under section 1851(e)(3)(B) for 
each year (beginning with 2005) in which it is 
designated as such an area. 

‘‘(3) 2 COMPONENTS.—For purposes of para-
graph (2), the 2 components described in this 
paragraph for an area and a year are the fol-
lowing: 

‘‘(A) FEE-FOR-SERVICE COMPONENT WEIGHTED 
BY NATIONAL FEE-FOR-SERVICE MARKET 
SHARE.—The product of the following: 

‘‘(i) NATIONAL FEE-FOR-SERVICE MARKET 
SHARE.—The national fee-for-service market 
share percentage (determined under para-
graph (5)) for the year. 

‘‘(ii) FEE-FOR-SERVICE AREA-SPECIFIC NON-
DRUG BID.—The fee-for-service area-specific 
non-drug bid (as defined in paragraph (6)) for 
the area and year. 

‘‘(B) M+C COMPONENT WEIGHTED BY NA-
TIONAL MEDICARE+CHOICE MARKET SHARE.—
The product of the following: 

‘‘(i) NATIONAL MEDICARE+CHOICE MARKET 
SHARE.—1 minus the national fee-for-service 
market share percentage for the year. 

‘‘(ii) WEIGHTED AVERAGE OF PLAN BIDS IN 
AREA.—The weighted average of the plan bids 
for the area and year (as determined under 
paragraph (4)(A)). 

‘‘(4) DETERMINATION OF WEIGHTED AVERAGE 
BIDS FOR AN AREA.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (3)(B)(ii), the weighted average of plan 
bids for an area and a year is the sum of the 
following products for Medicare+Choice 
plans described in subparagraph (C) in the 
area and year: 

‘‘(i) PROPORTION OF EACH PLAN’S ENROLLEES 
IN THE AREA.—The number of individuals de-
scribed in subparagraph (B), divided by the 
total number of such individuals for all 
Medicare+Choice plans described in subpara-
graph (C) for that area and year. 

‘‘(ii) MONTHLY NON-DRUG BID AMOUNT.—The 
unadjusted non-drug monthly bid amount. 

‘‘(B) COUNTING OF INDIVIDUALS.—The Ad-
ministrator shall count, for each 
Medicare+Choice plan described in subpara-
graph (C) for an area and year, the number of 
individuals who reside in the area and who 
were enrolled under such plan under this 
part during March of the previous year. 

‘‘(C) EXCLUSION OF PLANS NOT OFFERED IN 
PREVIOUS YEAR.—For an area and year, the 
Medicare+Choice plans described in this sub-
paragraph are plans that are offered in the 

area and year and were offered in the area in 
March of the previous year. 

‘‘(5) COMPUTATION OF NATIONAL FEE-FOR-
SERVICE MARKET SHARE PERCENTAGE.—The 
Administrator shall determine, for a year, 
the proportion (in this subsection referred to 
as the ‘national fee-for-service market share 
percentage’) of Medicare+Choice eligible in-
dividuals who during March of the previous 
year were not enrolled in a Medicare+Choice 
plan. 

‘‘(6) FEE-FOR-SERVICE AREA-SPECIFIC NON-
DRUG BID.—For purposes of this part, the 
term ‘fee-for-service area-specific non-drug 
bid’ means, for an area and year, the amount 
described in section 1853(j)(1) for the area and 
year, except that any reference to a percent 
of less than 100 percent shall be deemed a ref-
erence to 100 percent.’’. 

(b) APPLICATION OF CHOICE NON-DRUG 
BENCHMARK IN COMPETITIVE-DEMONSTRATION 
AREAS.—

(1) IN GENERAL.—Section 1854 is amended—
(A) in subsection (b)(1)(C)(i), as added by 

section 211(b)(1)(A), by striking ‘‘(i) REQUIRE-
MENT.—If’’ and inserting ‘‘(i) REQUIREMENT 
FOR NON-COMPETITIVE-DEMONSTRATION 
AREAS.—In the case of a Medicare+Choice 
payment area that is not a competitive-dem-
onstration area designated under section 
1853(k)(1), if’’; 

(B) in subsection (b)(1)(C), as so added, by 
inserting after clause (i) the following new 
clause: 

‘‘(ii) REQUIREMENT FOR COMPETITIVE-DEM-
ONSTRATION AREAS.—In the case of a 
Medicare+Choice payment area that is des-
ignated as a competitive-demonstration area 
under section 1853(k)(1), if there are average 
per capita monthly savings described in 
paragraph (4) for a Medicare+Choice plan and 
year, the Medicare+Choice plan shall provide 
to the enrollee a monthly rebate equal to 75 
percent of such savings.’’; 

(C) by adding at the end of subsection (b), 
as amended by section 211(b)(1), the fol-
lowing new paragraph: 

‘‘(4) COMPUTATION OF AVERAGE PER CAPITA 
MONTHLY SAVINGS FOR COMPETITIVE-DEM-
ONSTRATION AREAS.—For purposes of para-
graph (1)(C)(ii), the average per capita 
monthly savings referred to in such para-
graph for a Medicare+Choice plan and year 
shall be computed in the same manner as the 
average per capita monthly savings is com-
puted under paragraph (3) except that the 
reference to the fee-for-service area-specific 
non-drug benchmark in paragraph (3)(B)(i) 
(or to the benchmark amount as adjusted 
under paragraph (3)(C)(i)) is deemed to be a 
reference to the choice non-drug benchmark 
amount (or such amount as adjusted in the 
manner described in paragraph (3)(B)(i)).’’; 
and 

(D) in subsection (d), as amended by sec-
tion 211(d)(4), by inserting ‘‘and subsection 
(b)(1)(D)’’ after ‘‘subsection (b)(1)(C),’’. 

(2) CONFORMING AMENDMENTS.—
(A) PAYMENT OF PLANS.—Section 

1853(a)(1)(A)(ii), as amended by section 
211(c)(1), is amended—

(i) in subclause (I), by inserting ‘‘(or, in the 
case of a competitive-demonstration area, 
the choice non-drug benchmark amount)’’ 
after ‘‘benchmark amount’’; and 

(ii) in subclauses (I) and (II), by inserting 
‘‘(or, in the case of a competitive-demonstra-
tion area, described in section 1854(b)(4))’’ 
after ‘‘section 1854(b)(1)(C)’’. 

(B) DEFINITION OF MONTHLY BASIC PRE-
MIUM.—Section 1854(b)(2)(A)(ii), as amended 
by section 211(d)(2), is amended by inserting 
‘‘(or, in the case of a competitive-demonstra-
tion area, the choice non-drug benchmark 
amount)’’ after ‘‘benchmark amount’’. 

(c) PREMIUM ADJUSTMENT.—Section 1839 (42 
U.S.C. 1395r) is amended by adding at the end 
the following new subsection: 
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‘‘(h)(1) In the case of an individual who re-

sides in a competitive-demonstration area 
designated under section 1851(k)(1) and who 
is not enrolled in a Medicare+Choice plan 
under part C, the monthly premium other-
wise applied under this part (determined 
without regard to subsections (b) and (f) or 
any adjustment under this subsection) shall 
be adjusted as follows: If the fee-for-service 
area-specific non-drug bid (as defined in sec-
tion 1853(k)(6)) for the Medicare+Choice area 
in which the individual resides for a month—

‘‘(A) does not exceed the choice non-drug 
benchmark (as determined under section 
1853(k)(2)) for such area, the amount of the 
premium for the individual for the month 
shall be reduced by an amount equal to 75 
percent of the amount by which such bench-
mark exceeds such fee-for-service bid; or 

‘‘(B) exceeds such choice non-drug bench-
mark, the amount of the premium for the in-
dividual for the month shall be adjusted to 
ensure that—

‘‘(i) the sum of the amount of the adjusted 
premium and the choice non-drug bench-
mark for the area, is equal to 

‘‘(ii) the sum of the unadjusted premium 
plus amount of the fee-for-service area-spe-
cific non-drug bid for the area. 

‘‘(2) Nothing in this subsection shall be 
construed as preventing a reduction under 
paragraph (1)(A) in the premium otherwise 
applicable under this part to zero or from re-
quiring the provision of a rebate to the ex-
tent such premium would otherwise be re-
quired to be less than zero. 

‘‘(3) The adjustment in the premium under 
this subsection shall be effected in such man-
ner as the Medicare Benefits Administrator 
determines appropriate. 

‘‘(4) In order to carry out this subsection 
(insofar as it is effected through the manner 
of collection of premiums under 1840(a)), the 
Medicare Benefits Administrator shall trans-
mit to the Commissioner of Social Secu-
rity—

‘‘(A) at the beginning of each year, the 
name, social security account number, and 
the amount of the adjustment (if any) under 
this subsection for each individual enrolled 
under this part for each month during the 
year; and 

‘‘(B) periodically throughout the year, in-
formation to update the information pre-
viously transmitted under this paragraph for 
the year.’’. 

(d) CONFORMING AMENDMENT.—Section 
1844(c) (42 U.S.C. 1395w(c)) is amended by in-
serting ‘‘and without regard to any premium 
adjustment effected under section 1839(h)’’ 
before the period at the end. 

(e) REPORT ON DEMONSTRATION PROGRAM.—
Not later than 6 months after the date on 
which the designation of the 4th competi-
tive-demonstration area under section 
1851(k)(1) of the Social Security Act ends, 
the Medicare Payment Advisory Commission 
shall submit to Congress a report on the im-
pact of the demonstration program under the 
amendments made by this section, including 
such impact on premiums of medicare bene-
ficiaries, savings to the medicare program, 
and on adverse selection. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for periods beginning on or 
after January 1, 2005. 
SEC. 213. CONFORMING AMENDMENTS. 

(a) CONFORMING AMENDMENTS RELATING TO 
BIDS.—

(1) Section 1854 (42 U.S.C. 1395w–24) is 
amended—

(A) in the heading by inserting ‘‘AND BID 
AMOUNTS’’ after ‘‘PREMIUMS’’; 

(B) in the heading of subsection (a), by in-
serting ‘‘AND BID AMOUNTS’’ after ‘‘PRE-
MIUMS’’; and 

(C) in subsection (a)(5)(A), by inserting 
‘‘paragraphs (2), (3), and (4) of’’ after ‘‘filed 
under’’. 

(b) ADDITIONAL CONFORMING AMEND-
MENTS.—

(1) ANNUAL DETERMINATION AND ANNOUNCE-
MENT OF CERTAIN FACTORS.—Section 1853(b) 
(42 U.S.C. 1395w–23(b)) is amended—

(A) in paragraph (1), by striking ‘‘the cal-
endar year concerned’’ and all that follows 
and inserting the following: ‘‘the calendar 
year concerned with respect to each 
Medicare+Choice payment area, the fol-
lowing: 

‘‘(A) PRE-COMPETITION INFORMATION.—For 
years before 2005, the following: 

‘‘(i) MEDICARE+CHOICE CAPITATION RATES.—
The annual Medicare+Choice capitation rate 
for each Medicare+Choice payment area for 
the year. 

‘‘(ii) ADJUSTMENT FACTORS.—The risk and 
other factors to be used in adjusting such 
rates under subsection (a)(1)(A) for payments 
for months in that year. 

‘‘(B) COMPETITION INFORMATION.—For years 
beginning with 2005, the following: 

‘‘(i) BENCHMARKS.—The fee-for-service 
area-specific non-drug benchmark under sec-
tion 1853(j) and, if applicable, the choice non-
drug benchmark under section 1853(k)(2), for 
the year involved and, if applicable, the na-
tional fee-for-service market share percent-
age. 

‘‘(ii) ADJUSTMENT FACTORS.—The adjust-
ment factors applied under section 
1853(a)(1)(A)(iii) (relating to demographic ad-
justment), section 1853(a)(1)(B) (relating to 
adjustment for end-stage renal disease), and 
section 1853(a)(3) (relating to health status 
adjustment). 

‘‘(iii) PROJECTED FEE-FOR-SERVICE BID.—In 
the case of a competitive area, the projected 
fee-for-service area-specific non-drug bid (as 
determined under subsection (k)(6)) for the 
area. 

‘‘(iv) INDIVIDUALS.—The number of individ-
uals counted under subsection (k)(4)(B) and 
enrolled in each Medicare+Choice plan in the 
area.’’; and 

(B) in paragraph (3), by striking ‘‘in suffi-
cient detail’’ and all that follows up to the 
period at the end. 

(2) REPEAL OF PROVISIONS RELATING TO AD-
JUSTED COMMUNITY RATE (ACR).—

(A) IN GENERAL.—Subsections (e) and (f) of 
section 1854 (42 U.S.C. 1395w–24) are repealed. 

(B) CONFORMING AMENDMENT.—Section 
1839(a)(2) (42 U.S.C. 1395r(a)(2)) is amended by 
striking ‘‘, and to reflect’’ and all that fol-
lows and inserting a period. 

(3) PROSPECTIVE IMPLEMENTATION OF NA-
TIONAL COVERAGE DETERMINATIONS.—Section 
1852(a)(5) (42 U.S.C. 1395w–22(a)(5)) is amended 
to read as follows: 

‘‘(5) PROSPECTIVE IMPLEMENTATION OF NA-
TIONAL COVERAGE DETERMINATIONS.—The Sec-
retary shall only implement a national cov-
erage determination that will result in a sig-
nificant change in the costs to a 
Medicare+Choice organization in a prospec-
tive manner that applies to announcements 
made under section 1853(b) after the date of 
the implementation of the determination.’’. 

(4) PERMITTING GEOGRAPHIC ADJUSTMENT TO 
CONSOLIDATE MULTIPLE MEDICARE+CHOICE 
PAYMENT AREAS IN A STATE INTO A SINGLE 
STATEWIDE MEDICARE+CHOICE PAYMENT 
AREA.—Section 1853(d)(3) (42 U.S.C. 1395w–
23(e)(3)) is amended—

(A) by amending clause (i) of subparagraph 
(A) to read as follows: 

‘‘(i) to a single statewide Medicare+Choice 
payment area,’’; and 

(B) by amending subparagraph (B) to read 
as follows: 

‘‘(B) BUDGET NEUTRALITY ADJUSTMENT.—In 
the case of a State requesting an adjustment 
under this paragraph, the Medicare Benefits 

Administrator shall initially (and annually 
thereafter) adjust the payment rates other-
wise established under this section for 
Medicare+Choice payment areas in the State 
in a manner so that the aggregate of the 
payments under this section in the State 
shall not exceed the aggregate payments 
that would have been made under this sec-
tion for Medicare+Choice payment areas in 
the State in the absence of the adjustment 
under this paragraph.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for periods beginning on or 
after January 1, 2005. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

SEC. 301. REFERENCE TO FULL MARKET BASKET 
INCREASE FOR SOLE COMMUNITY 
HOSPITALS. 

For provision eliminating any reduction 
from full market basket in the update for in-
patient hospital services for sole community 
hospitals, see section 401. 
SEC. 302. ENHANCED DISPROPORTIONATE SHARE 

HOSPITAL (DSH) TREATMENT FOR 
RURAL HOSPITALS AND URBAN HOS-
PITALS WITH FEWER THAN 100 BEDS. 

(a) BLENDING OF PAYMENT AMOUNTS.—
(1) IN GENERAL.—Section 1886(d)(5)(F) (42 

U.S.C. 1395ww(d)(5)(F)) is amended by adding 
at the end the following new clause: 

‘‘(xiv)(I) In the case of discharges in a fis-
cal year beginning on or after October 1, 
2002, subject to subclause (II), there shall be 
substituted for the disproportionate share 
adjustment percentage otherwise determined 
under clause (iv) (other than subclause (I)) or 
under clause (viii), (x), (xi), (xii), or (xiii), 
the old blend proportion (specified under 
subclause (III)) of the disproportionate share 
adjustment percentage otherwise determined 
under the respective clause and 100 percent 
minus such old blend proportion of the dis-
proportionate share adjustment percentage 
determined under clause (vii) (relating to 
large, urban hospitals). 

‘‘(II) Under subclause (I), the dispropor-
tionate share adjustment percentage shall 
not exceed 10 percent for a hospital that is 
not classified as a rural referral center under 
subparagraph (C). 

‘‘(III) For purposes of subclause (I), the old 
blend proportion for fiscal year 2003 is 80 per-
cent, for each subsequent year (through 2006) 
is the old blend proportion under this sub-
clause for the previous year minus 20 per-
centage points, and for each year beginning 
with 2007 is 0 percent.’’. 

(2) CONFORMING AMENDMENTS.—Section 
1886(d)(5)(F) (42 U.S.C. 1395ww(d)(5)(F)) is 
amended—

(A) in each of subclauses (II), (III), (IV), 
(V), and (VI) of clause (iv), by inserting ‘‘sub-
ject to clause (xiv) and’’ before ‘‘for dis-
charges occurring’’; 

(B) in clause (viii), by striking ‘‘The for-
mula’’ and inserting ‘‘Subject to clause (xiv), 
the formula’’; and 

(C) in each of clauses (x), (xi), (xii), and 
(xiii), by striking ‘‘For purposes’’ and insert-
ing ‘‘Subject to clause (xiv), for purposes’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to discharges occurring on or after October 1, 
2002. 
SEC. 303. 2-YEAR PHASED-IN INCREASE IN THE 

STANDARDIZED AMOUNT IN RURAL 
AND SMALL URBAN AREAS TO 
ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

Section 1886(d)(3)(A)(iv) (42 U.S.C. 
1395ww(d)(3)(A)(iv)) is amended—

(1) by striking ‘‘(iv) For discharges’’ and 
inserting ‘‘(iv)(I) Subject to the succeeding 
provisions of this clause, for discharges’’; 
and 

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

VerDate May 23 2002 01:51 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00087 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.131 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSEH4198 June 27, 2002
‘‘(II) For discharges occurring during fiscal 

year 2003, the average standardized amount 
for hospitals located other than in a large 
urban area shall be increased by 1⁄2 of the dif-
ference between the average standardized 
amount determined under subclause (I) for 
hospitals located in large urban areas for 
such fiscal year and such amount determined 
(without regard to this subclause) for other 
hospitals for such fiscal year. 

‘‘(III) For discharges occurring in a fiscal 
year beginning with fiscal year 2004, the Sec-
retary shall compute an average standard-
ized amount for hospitals located in any area 
within the United States and within each re-
gion equal to the average standardized 
amount computed for the previous fiscal 
year under this subparagraph for hospitals 
located in a large urban area (or, beginning 
with fiscal year 2005, for hospitals located in 
any area) increased by the applicable per-
centage increase under subsection 
(b)(3)(B)(i).’’. 
SEC. 304. MORE FREQUENT UPDATE IN WEIGHTS 

USED IN HOSPITAL MARKET BAS-
KET. 

(a) MORE FREQUENT UPDATES IN WEIGHTS.—
After revising the weights used in the hos-
pital market basket under section 
1886(b)(3)(B)(iii) of the Social Security Act 
(42 U.S.C. 1395ww(b)(3)(B)(iii)) to reflect the 
most current data available, the Secretary 
shall establish a frequency for revising such 
weights in such market basket to reflect the 
most current data available more frequently 
than once every 5 years. 

(b) REPORT.—Not later than October 1, 2003, 
the Secretary shall submit a report to Con-
gress on the frequency established under sub-
section (a), including an explanation of the 
reasons for, and options considered, in deter-
mining such frequency. 
SEC. 305. IMPROVEMENTS TO CRITICAL ACCESS 

HOSPITAL PROGRAM. 
(a) REINSTATEMENT OF PERIODIC INTERIM 

PAYMENT (PIP).—Section 1815(e)(2) (42 U.S.C. 
1395g(e)(2)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (C); 

(2) by adding ‘‘and’’ at the end of subpara-
graph (D); and 

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

‘‘(E) inpatient critical access hospital serv-
ices;’’. 

(b) CONDITION FOR APPLICATION OF SPECIAL 
PHYSICIAN PAYMENT ADJUSTMENT.—Section 
1834(g)(2) (42 U.S.C. 1395m(g)(2)) is amended 
by adding after and below subparagraph (B) 
the following:

‘‘The Secretary may not require, as a condi-
tion for applying subparagraph (B) with re-
spect to a critical access hospital, that each 
physician providing professional services in 
the hospital must assign billing rights with 
respect to such services, except that such 
subparagraph shall not apply to those physi-
cians who have not assigned such billing 
rights.’’. 

(c) FLEXIBILITY IN BED LIMITATION FOR HOS-
PITALS WITH STRONG SEASONAL CENSUS FLUC-
TUATIONS.—Section 1820 (42 U.S.C. 1395i–4) is 
amended—

(1) in subsection (c)(2)(B)(iii), by inserting 
‘‘subject to paragraph (3)’’ after ‘‘(iii) pro-
vides’’; 

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

‘‘(3) INCREASE IN MAXIMUM NUMBER OF BEDS 
FOR HOSPITALS WITH STRONG SEASONAL CENSUS 
FLUCTUATIONS.—

‘‘(A) IN GENERAL.—In the case of a hospital 
that demonstrates that it meets the stand-
ards established under subparagraph (B), the 
bed limitations otherwise applicable under 
paragraph (2)(B)(iii) and subsection (f) shall 
be increased by 5 beds. 

‘‘(B) STANDARDS.—The Secretary shall 
specify standards for determining whether a 
critical access hospital has sufficiently 
strong seasonal variations in patient admis-
sions to justify the increase in bed limita-
tion provided under subparagraph (A).’’; and 

(3) in subsection (f), by adding at the end 
the following new sentence: ‘‘The limitations 
in numbers of beds under the first sentence 
are subject to adjustment under subsection 
(c)(3).’’. 

(d) 5-YEAR EXTENSION OF THE AUTHORIZA-
TION FOR APPROPRIATIONS FOR GRANT PRO-
GRAM.—Section 1820(j) (42 U.S.C. 1395i–4(j)) is 
amended by striking ‘‘through 2002’’ and in-
serting ‘‘through 2007’’. 

(e) EFFECTIVE DATES.—
(1) REINSTATEMENT OF PIP.—The amend-

ments made by subsection (a) shall apply to 
payments made on or after January 1, 2003. 

(2) PHYSICIAN PAYMENT ADJUSTMENT CONDI-
TION.—The amendment made by subsection 
(b) shall be effective as if included in the en-
actment of section 403(d) of the Medicare, 
Medicaid, and SCHIP Balanced Budget Re-
finement Act of 1999 (113 Stat. 1501A–371). 

(3) FLEXIBILITY IN BED LIMITATION.—The 
amendments made by subsection (c) shall 
apply to designations made on or after Janu-
ary 1, 2003, but shall not apply to critical ac-
cess hospitals that were designated as of 
such date. 
SEC. 306. EXTENSION OF TEMPORARY INCREASE 

FOR HOME HEALTH SERVICES FUR-
NISHED IN A RURAL AREA. 

(a) IN GENERAL.—Section 508(a) BIPA (114 
Stat. 2763A–533) is amended—

(1) by striking ‘‘24-MONTH INCREASE BEGIN-
NING APRIL 1, 2001’’ and inserting ‘‘IN GEN-
ERAL’’; and 

(2) by striking ‘‘April 1, 2003’’ and inserting 
‘‘January 1, 2005’’. 

(b) CONFORMING AMENDMENT.—Section 
547(c)(2) of BIPA (114 Stat. 2763A–553) is 
amended by striking ‘‘the period beginning 
on April 1, 2001, and ending on September 30, 
2002,’’ and inserting ‘‘a period under such 
section’’. 
SEC. 307. REFERENCE TO 10 PERCENT INCREASE 

IN PAYMENT FOR HOSPICE CARE 
FURNISHED IN A FRONTIER AREA 
AND RURAL HOSPICE DEMONSTRA-
TION PROJECT. 

For—
(1) provision of 10 percent increase in pay-

ment for hospice care furnished in a frontier 
area, see section 422; and 

(2) provision of a rural hospice demonstra-
tion project, see section 423. 
SEC. 308. REFERENCE TO PRIORITY FOR HOS-

PITALS LOCATED IN RURAL OR 
SMALL URBAN AREAS IN REDIS-
TRIBUTION OF UNUSED GRADUATE 
MEDICAL EDUCATION RESIDENCIES. 

For provision providing priority for hos-
pitals located in rural or small urban areas 
in redistribution of unused graduate medical 
education residencies, see section 612. 
SEC. 309. GAO STUDY OF GEOGRAPHIC DIF-

FERENCES IN PAYMENTS FOR PHY-
SICIANS’ SERVICES. 

(a) STUDY.—The Comptroller General of 
the United States shall conduct a study of 
differences in payment amounts under the 
physician fee schedule under section 1848 of 
the Social Security Act (42 U.S.C. 1395w–4) 
for physicians’ services in different geo-
graphic areas. Such study shall include—

(1) an assessment of the validity of the geo-
graphic adjustment factors used for each 
component of the fee schedule; 

(2) an evaluation of the measures used for 
such adjustment, including the frequency of 
revisions; and 

(3) an evaluation of the methods used to 
determine professional liability insurance 
costs used in computing the malpractice 
component, including a review of increases 

in professional liability insurance premiums 
and variation in such increases by State and 
physician specialty and methods used to up-
date the geographic cost of practice index 
and relative weights for the malpractice 
component. 

(b) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subsection (a). The report shall include rec-
ommendations regarding the use of more 
current data in computing geographic cost of 
practice indices as well as the use of data di-
rectly representative of physicians’ costs 
(rather than proxy measures of such costs). 
SEC. 310. PROVIDING SAFE HARBOR FOR CER-

TAIN COLLABORATIVE EFFORTS 
THAT BENEFIT MEDICALLY UNDER-
SERVED POPULATIONS. 

(a) IN GENERAL.—Section 1128B(b)(3) (42 
U.S.C. 1320a–7(b)(3)) is amended—

(1) in subparagraph (E), by striking ‘‘and’’ 
after the semicolon at the end; 

(2) in subparagraph (F), by striking the pe-
riod at the end and inserting ‘‘; and’’; and 

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

‘‘(G) any remuneration between a public or 
nonprofit private health center entity de-
scribed under clause (i) or (ii) of section 
1905(l)(2)(B) and any individual or entity pro-
viding goods, items, services, donations or 
loans, or a combination thereof, to such 
health center entity pursuant to a contract, 
lease, grant, loan, or other agreement, if 
such agreement contributes to the ability of 
the health center entity to maintain or in-
crease the availability, or enhance the qual-
ity, of services provided to a medically un-
derserved population served by the health 
center entity.’’. 

(b) RULEMAKING FOR EXCEPTION FOR 
HEALTH CENTER ENTITY ARRANGEMENTS.—

(1) ESTABLISHMENT.—
(A) IN GENERAL.—The Secretary of Health 

and Human Services (in this subsection re-
ferred to as the ‘‘Secretary’’) shall establish, 
on an expedited basis, standards relating to 
the exception described in section 
1128B(b)(3)(G) of the Social Security Act, as 
added by subsection (a), for health center en-
tity arrangements to the antikickback pen-
alties. 

(B) FACTORS TO CONSIDER.—The Secretary 
shall consider the following factors, among 
others, in establishing standards relating to 
the exception for health center entity ar-
rangements under subparagraph (A): 

(i) Whether the arrangement between the 
health center entity and the other party re-
sults in savings of Federal grant funds or in-
creased revenues to the health center entity. 

(ii) Whether the arrangement between the 
health center entity and the other party ex-
pands or enhances a patient’s freedom of 
choice. 

(iii) Whether the arrangement between the 
health center entity and the other party pro-
tects a health care professional’s inde-
pendent medical judgment regarding medi-
cally appropriate treatment.

The Secretary may also include other stand-
ards and criteria that are consistent with 
the intent of Congress in enacting the excep-
tion established under this section. 

(2) INTERIM FINAL EFFECT.—No later than 
180 days after the date of enactment of this 
Act, the Secretary shall publish a rule in the 
Federal Register consistent with the factors 
under paragraph (1)(B). Such rule shall be ef-
fective and final immediately on an interim 
basis, subject to such change and revision, 
after public notice and opportunity (for a pe-
riod of not more than 60 days) for public 
comment, as is consistent with this sub-
section. 

VerDate May 23 2002 01:51 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00088 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.131 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSE H4199June 27, 2002
TITLE IV—PROVISIONS RELATING TO 

PART A 
Subtitle A—Inpatient Hospital Services 

SEC. 401. REVISION OF ACUTE CARE HOSPITAL 
PAYMENT UPDATES. 

Subclause (XVIII) of section 1886(b)(3)(B)(i) 
(42 U.S.C. 1395ww(b)(3)(B)(i)) is amended to 
read as follows: 

‘‘(XVIII) for fiscal year 2003, the market 
basket percentage increase for sole commu-
nity hospitals and such increase minus 0.25 
percentage points for other hospitals, and’’. 
SEC. 402. 2-YEAR INCREASE IN LEVEL OF ADJUST-

MENT FOR INDIRECT COSTS OF 
MEDICAL EDUCATION (IME). 

Section 1886(d)(5)(B)(ii) (42 U.S.C. 
1395ww(d)(5)(B)(ii)) is amended—

(1) in subclause (VI) by striking ‘‘and’’ at 
the end; 

(2) by redesignating subclause (VII) as sub-
clause (IX); 

(3) in subclause (VIII) as so redesignated, 
by striking ‘‘2002’’ and inserting ‘‘2004’’; and 

(4) by inserting after subclause (VI) the fol-
lowing new subclause: 

‘‘(VII) during fiscal year 2003, ‘c’ is equal to 
1.47; 

‘‘(VIII) during fiscal year 2004, ‘c’ is equal 
to 1.45; and’’. 
SEC. 403. RECOGNITION OF NEW MEDICAL TECH-

NOLOGIES UNDER INPATIENT HOS-
PITAL PPS. 

(a) IMPROVING TIMELINESS OF DATA COLLEC-
TION.—Section 1886(d)(5)(K) (42 U.S.C. 
1395ww(d)(5)(K)) is amended by adding at the 
end the following new clause: 

‘‘(vii) Under the mechanism under this sub-
paragraph, the Secretary shall provide for 
the addition of new diagnosis and procedure 
codes in April 1 of each year, but the addi-
tion of such codes shall not require the Sec-
retary to adjust the payment (or diagnosis-
related group classification) under this sub-
section until the fiscal year that begins after 
such date.’’. 

(b) ELIGIBILITY STANDARD.—
(1) MINIMUM PERIOD FOR RECOGNITION OF 

NEW TECHNOLOGIES.—Section 1886(d)(5)(K)(vi) 
(42 U.S.C. 1395ww(d)(5)(K)(vi)) is amended—

(A) by inserting ‘‘(I)’’ after ‘‘(vi)’’; and 
(B) by adding at the end the following new 

subclause: 
‘‘(II) Under such criteria, a service or tech-

nology shall not be denied treatment as a 
new service or technology on the basis of the 
period of time in which the service or tech-
nology has been in use if such period ends be-
fore the end of the 2-to-3-year period that be-
gins on the effective date of implementation 
of a code under ICD–9–CM (or a successor 
coding methodology) that enables the identi-
fication of a significant sample of specific 
discharges in which the service or tech-
nology has been used.’’. 

(2) ADJUSTMENT OF THRESHOLD.—Section 
1886(d)(5)(K)(ii)(I) (42 U.S.C. 
1395ww(d)(5)(K)(ii)(I)) is amended by insert-
ing ‘‘(applying a threshold specified by the 
Secretary that is the lesser of 50 percent of 
the national average standardized amount 
for operating costs of inpatient hospital 
services for all hospitals and all diagnosis-re-
lated groups or one standard deviation for 
the diagnosis-related group involved)’’ after 
‘‘is inadequate’’. 

(3) CRITERION FOR SUBSTANTIAL IMPROVE-
MENT.—Section 1886(d)(5)(K)(vi) (42 U.S.C. 
1395ww(d)(5)(K)(vi)), as amended by para-
graph (1), is further amended by adding at 
the end the following subclause: 

‘‘(III) The Secretary shall by regulation 
provide for further clarification of the cri-
teria applied to determine whether a new 
service or technology represents an advance 
in medical technology that substantially im-
proves the diagnosis or treatment of bene-
ficiaries. Under such criteria, in determining 

whether a new service or technology rep-
resents an advance in medical technology 
that substantially improves the diagnosis or 
treatment of beneficiaries, the Secretary 
shall deem a service or technology as meet-
ing such requirement if the service or tech-
nology is a drug or biological that is des-
ignated under section 506 or 526 of the Fed-
eral Food, Drug, and Cosmetic Act, approved 
under section 314.510 or 601.41 of title 21, Code 
of Federal Regulations, or designated for pri-
ority review when the marketing application 
for such drug or biological was filed or is a 
medical device for which an exemption has 
been granted under section 520(m) of such 
Act, for which priority review has been pro-
vided under section 515(d)(5) of such Act, or 
is a substantially equivalent device for 
which an expedited review is provided under 
section 513(f) of such Act.’’. 

(4) PROCESS FOR PUBLIC INPUT.—Section 
1886(d)(5)(K) (42 U.S.C. 1395ww(d)(5)(K)), as 
amended by paragraph (1), is amended—

(A) in clause (i), by adding at the end the 
following: ‘‘Such mechanism shall be modi-
fied to meet the requirements of clause 
(viii).’’; and 

(B) by adding at the end the following new 
clause: 

‘‘(viii) The mechanism established pursu-
ant to clause (i) shall be adjusted to provide, 
before publication of a proposed rule, for 
public input regarding whether a new service 
or technology not described in the second 
sentence of clause (vi)(III) represents an ad-
vance in medical technology that substan-
tially improves the diagnosis or treatment of 
beneficiaries as follows: 

‘‘(I) The Secretary shall make public and 
periodically update a list of all the services 
and technologies for which an application for 
additional payment under this subparagraph 
is pending. 

‘‘(II) The Secretary shall accept comments, 
recommendations, and data from the public 
regarding whether the service or technology 
represents a substantial improvement. 

‘‘(III) The Secretary shall provide for a 
meeting at which organizations representing 
hospitals, physicians, medicare beneficiaries, 
manufacturers, and any other interested 
party may present comments, recommenda-
tions, and data to the clinical staff of the 
Centers for Medicare & Medicaid Services be-
fore publication of a notice of proposed rule-
making regarding whether service or tech-
nology represents a substantial improve-
ment.’’. 

(c) PREFERENCE FOR USE OF DRG ADJUST-
MENT.—Section 1886(d)(5)(K) (42 U.S.C. 
1395ww(d)(5)(K)) is further amended by add-
ing at the end the following new clause: 

‘‘(ix) Before establishing any add-on pay-
ment under this subparagraph with respect 
to a new technology, the Secretary shall 
seek to identify one or more diagnosis-re-
lated groups associated with such tech-
nology, based on similar clinical or anatom-
ical characteristics and the cost of the tech-
nology. Within such groups the Secretary 
shall assign an eligible new technology into 
a diagnosis-related group where the average 
costs of care most closely approximate the 
costs of care of using the new technology. In 
such case, no add-on payment under this sub-
paragraph shall be made with respect to such 
new technology and this clause shall not af-
fect the application of paragraph (4)(C)(iii).’’. 

(d) IMPROVEMENT IN PAYMENT FOR NEW 
TECHNOLOGY.—Section 1886(d)(5)(K)(ii)(III) (42 
U.S.C. 1395ww(d)(5)(K)(ii)(III)) is amended by 
inserting after ‘‘the estimated average cost 
of such service or technology’’ the following: 
‘‘(based on the marginal rate applied to costs 
under subparagraph (A))’’. 

(e) EFFECTIVE DATE.—
(1) IN GENERAL.—The Secretary shall im-

plement the amendments made by this sec-

tion so that they apply to classification for 
fiscal years beginning with fiscal year 2004. 

(2) RECONSIDERATIONS OF APPLICATIONS FOR 
FISCAL YEAR 2003 THAT ARE DENIED.—In the 
case of an application for a classification of 
a medical service or technology as a new 
medical service or technology under section 
1886(d)(5)(K) of the Social Security Act (42 
U.S.C. 1395ww(d)(5)(K)) that was filed for fis-
cal year 2003 and that is denied—

(A) the Secretary shall automatically re-
consider the application as an application 
for fiscal year 2004 under the amendments 
made by this section; and 

(B) the maximum time period otherwise 
permitted for such classification of the serv-
ice or technology shall be extended by 12 
months. 

SEC. 404. PHASE-IN OF FEDERAL RATE FOR HOS-
PITALS IN PUERTO RICO. 

Section 1886(d)(9) (42 U.S.C. 1395ww(d)(9)) is 
amended—

(1) in subparagraph (A)—
(A) in clause (i), by striking ‘‘for dis-

charges beginning on or after October 1, 1997, 
50 percent (and for discharges between Octo-
ber 1, 1987, and September 30, 1997, 75 per-
cent)’’ and inserting ‘‘the applicable Puerto 
Rico percentage (specified in subparagraph 
(E))’’; and 

(B) in clause (ii), by striking ‘‘for dis-
charges beginning in a fiscal year beginning 
on or after October 1, 1997, 50 percent (and for 
discharges between October 1, 1987, and Sep-
tember 30, 1997, 25 percent)’’ and inserting 
‘‘the applicable Federal percentage (specified 
in subparagraph (E))’’; and 

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

‘‘(E) For purposes of subparagraph (A), for 
discharges occurring—

‘‘(i) between October 1, 1987, and September 
30, 1997, the applicable Puerto Rico percent-
age is 75 percent and the applicable Federal 
percentage is 25 percent; 

‘‘(ii) on or after October 1, 1997, and before 
October 1, 2003, the applicable Puerto Rico 
percentage is 50 percent and the applicable 
Federal percentage is 50 percent; 

‘‘(iii) during fiscal year 2004, the applicable 
Puerto Rico percentage is 45 percent and the 
applicable Federal percentage is 55 percent; 

‘‘(iv) during fiscal year 2005, the applicable 
Puerto Rico percentage is 40 percent and the 
applicable Federal percentage is 60 percent; 

‘‘(v) during fiscal year 2006, the applicable 
Puerto Rico percentage is 35 percent and the 
applicable Federal percentage is 65 percent; 

‘‘(vi) during fiscal year 2007, the applicable 
Puerto Rico percentage is 30 percent and the 
applicable Federal percentage is 70 percent; 
and 

‘‘(vii) on or after October 1, 2007, the appli-
cable Puerto Rico percentage is 25 percent 
and the applicable Federal percentage is 75 
percent.’’.

SEC. 405. REFERENCE TO PROVISION RELATING 
TO ENHANCED DISPROPORTIONATE 
SHARE HOSPITAL (DSH) PAYMENTS 
FOR RURAL HOSPITALS AND URBAN 
HOSPITALS WITH FEWER THAN 100 
BEDS. 

For provision enhancing disproportionate 
share hospital (DSH) treatment for rural 
hospitals and urban hospitals with fewer 
than 100 beds, see section 302. 

SEC. 406. REFERENCE TO PROVISION RELATING 
TO 2-YEAR PHASED-IN INCREASE IN 
THE STANDARDIZED AMOUNT IN 
RURAL AND SMALL URBAN AREAS 
TO ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

For provision phasing in over a 2-year pe-
riod an increase in the standardized amount 
for rural and small urban areas to achieve a 
single, uniform, standardized amount, see 
section 303. 
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SEC. 407. REFERENCE TO PROVISION FOR MORE 

FREQUENT UPDATES IN THE 
WEIGHTS USED IN HOSPITAL MAR-
KET BASKET. 

For provision providing for more frequent 
updates in the weights used in hospital mar-
ket basket, see section 304. 
SEC. 408. REFERENCE TO PROVISION MAKING IM-

PROVEMENTS TO CRITICAL ACCESS 
HOSPITAL PROGRAM. 

For provision providing making improve-
ments to critical access hospital program, 
see section 305. 
Subtitle B—Skilled Nursing Facility Services 

SEC. 411. PAYMENT FOR COVERED SKILLED 
NURSING FACILITY SERVICES. 

(a) TEMPORARY INCREASE IN NURSING COM-
PONENT OF PPS FEDERAL RATE.—Section 
312(a) of BIPA is amended by adding at the 
end the following new sentence: ‘‘The Sec-
retary of Health and Human Services shall 
increase by 8 percent the nursing component 
of the case-mix adjusted Federal prospective 
payment rate specified in Tables 3 and 4 of 
the final rule published in the Federal Reg-
ister by the Health Care Financing Adminis-
tration on July 31, 2000 (65 Fed. Reg. 46770) 
and as subsequently updated under section 
1888(e)(4)(E)(ii) of the Social Security Act (42 
U.S.C. 1395yy(e)(4)(E)(ii)), effective for serv-
ices furnished on or after October 1, 2002, and 
before October 1, 2005.’’. 

(b) ADJUSTMENT TO RUGS FOR AIDS RESI-
DENTS.—

(1) IN GENERAL.—Paragraph (12) of section 
1888(e) (42 U.S.C. 1395yy(e)) is amended to 
read as follows: 

‘‘(12) ADJUSTMENT FOR RESIDENTS WITH 
AIDS.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B), in the case of a resident of a skilled 
nursing facility who is afflicted with ac-
quired immune deficiency syndrome (AIDS), 
the per diem amount of payment otherwise 
applicable shall be increased by 128 percent 
to reflect increased costs associated with 
such residents. 

‘‘(B) SUNSET.—Subparagraph (A) shall not 
apply on and after such date as the Sec-
retary certifies that there is an appropriate 
adjustment in the case mix under paragraph 
(4)(G)(i) to compensate for the increased 
costs associated with residents described in 
such subparagraph.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to services 
furnished on or after October 1, 2003. 

Subtitle C—Hospice 
SEC. 421. COVERAGE OF HOSPICE CONSULTA-

TION SERVICES. 
(a) COVERAGE OF HOSPICE CONSULTATION 

SERVICES.—Section 1812(a) (42 U.S.C. 
1395d(a)) is amended—

(1) by striking ‘‘and’’ at the end of para-
graph (3); 

(2) by striking the period at the end of 
paragraph (4) and inserting ‘‘; and’’; and 

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

‘‘(5) for individuals who are terminally ill, 
have not made an election under subsection 
(d)(1), and have not have previously received 
services under this paragraph, services that 
are furnished by a physician who is the med-
ical director or an employee of a hospice pro-
gram and that consist of—

‘‘(A) an evaluation of the individual’s need 
for pain and symptom management; 

‘‘(B) counseling the individual with respect 
to end-of-life issues and care options; and 

‘‘(C) advising the individual regarding ad-
vanced care planning.’’. 

(b) PAYMENT.—Section 1814(i) (42 U.S.C. 
l395f(i)) is amended by adding at the end the 
following new paragraph: 

‘‘(4) The amount paid to a hospice program 
with respect to the services under section 

1812(a)(5) for which payment may be made 
under this part shall be equal to an amount 
equivalent to the amount established for an 
office or other outpatient visit for evalua-
tion and management associated with pre-
senting problems of moderate severity under 
the fee schedule established under section 
1848(b), other than the portion of such 
amount attributable to the practice expense 
component.’’. 

(c) CONFORMING AMENDMENT.—Section 
1861(dd)(2)(A)(i) (42 U.S.C. 1395x(dd)(2)(A)(i)) 
is amended by inserting before the comma at 
the end the following: ‘‘and services de-
scribed in section 1812(a)(5)’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to services 
provided by a hospice program on or after 
January 1, 2004. 
SEC. 422. 10 PERCENT INCREASE IN PAYMENT 

FOR HOSPICE CARE FURNISHED IN 
A FRONTIER AREA. 

(a) IN GENERAL.—Section 1814(i)(1) (42 
U.S.C. 1395f(i)(1)) is amended by adding at 
the end the following new subparagraph: 

‘‘(D) With respect to hospice care furnished 
in a frontier area on or after January 1, 2003, 
and before January 1, 2008, the payment 
rates otherwise established for such care 
shall be increased by 10 percent. For pur-
poses of this subparagraph, the term ‘fron-
tier area’ means a county in which the popu-
lation density is less than 7 persons per 
square mile.’’. 

(b) REPORT ON COSTS.—Not later than Jan-
uary 1, 2007, the Comptroller General of the 
United States shall submit to Congress a re-
port on the costs of furnishing hospice care 
in frontier areas. Such report shall include 
recommendations regarding the appropriate-
ness of extending, and modifying, the pay-
ment increase provided under the amend-
ment made by subsection (a). 
SEC. 423. RURAL HOSPICE DEMONSTRATION 

PROJECT. 
(a) IN GENERAL.—The Secretary shall con-

duct a demonstration project for the delivery 
of hospice care to medicare beneficiaries in 
rural areas. Under the project medicare 
beneficiaries who are unable to receive hos-
pice care in the home for lack of an appro-
priate caregiver are provided such care in a 
facility of 20 or fewer beds which offers, 
within its walls, the full range of services 
provided by hospice programs under section 
1861(dd) of the Social Security Act (42 U.S.C. 
1395x(dd)). 

(b) SCOPE OF PROJECT.—The Secretary 
shall conduct the project under this section 
with respect to no more than 3 hospice pro-
grams over a period of not longer than 5 
years each. 

(c) COMPLIANCE WITH CONDITIONS.—Under 
the demonstration project—

(1) the hospice program shall comply with 
otherwise applicable requirements, except 
that it shall not be required to offer services 
outside of the home or to meet the require-
ments of section 1861(dd)(2)(A)(iii) of the So-
cial Security Act; and 

(2) payments for hospice care shall be made 
at the rates otherwise applicable to such 
care under title XVIII of such Act. 
The Secretary may require the program to 
comply with such additional quality assur-
ance standards for its provision of services in 
its facility as the Secretary deems appro-
priate. 

(d) REPORT.—Upon completion of the 
project, the Secretary shall submit a report 
to Congress on the project and shall include 
in the report recommendations regarding ex-
tension of such project to hospice programs 
serving rural areas. 

Subtitle D—Other Provisions 
SEC. 431. DEMONSTRATION PROJECT FOR USE OF 

RECOVERY AUDIT CONTRACTORS. 
(a) IN GENERAL.—The Secretary of Health 

and Human Services shall conduct a dem-

onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the use of recovery audit contrac-
tors under the Medicare Integrity Program 
in identifying and recouping overpayments 
under the medicare program for services for 
which payment is made under part A of title 
XVIII of the Social Security Act. Under the 
project—

(1) payment may be made to such a con-
tractor on a contingent basis; 

(2) a percentage of the amount recovered 
may be retained by the Secretary and shall 
be available to the program management ac-
count of the Centers for Medicare & Med-
icaid Services; and 

(3) the Secretary shall examine the effi-
cacy of such use with respect to duplicative 
payments, accuracy of coding, and other 
payment policies in which overpayments 
arise. 

(b) SCOPE AND DURATION.—The project shall 
cover at least 2 States and at least 3 contrac-
tors and shall last for not longer than 3 
years. 

(c) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (a). 

(d) QUALIFICATIONS OF CONTRACTORS.—
(1) IN GENERAL.—The Secretary shall enter 

into a recovery audit contract under this 
section with an entity only if the entity has 
staff that has knowledge of and experience 
with the payment rules and regulations 
under the medicare program or the entity 
has or will contract with another entity that 
has such knowledgeable and experienced 
staff. 

(2) INELIGIBILITY OF CERTAIN CONTRAC-
TORS.—The Secretary may not enter into a 
recovery audit contract under this section 
with an entity to the extent that the entity 
is a fiscal intermediary under section 1816 of 
the Social Security Act (42 U.S.C. 1395h), a 
carrier under section 1842 of such Act (42 
U.S.C. 1395u), or a Medicare Administrative 
Contractor under section 1874A of such Act, 
or any other entity that carries out the type 
of activities with respect to providers of 
services under part A that would constitute 
a conflict of interest, as determined by the 
Secretary. 

(3) PREFERENCE FOR ENTITIES WITH DEM-
ONSTRATED PROFICIENCY WITH PRIVATE INSUR-
ERS.—In awarding contracts to recovery 
audit contractors under this section, the 
Secretary shall give preference to those enti-
ties that the Secretary determines have 
demonstrated proficiency in recovery audits 
with private insurers or under the medicaid 
program under title XIX of such Act. 

(e) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress a 
report on the project not later than 6 months 
after the date of its completion. Such reports 
shall include information on the impact of 
the project on savings to the medicare pro-
gram and recommendations on the cost-ef-
fectiveness of extending or expanding the 
project. 

TITLE V—PROVISIONS RELATING TO PART 
B 

Subtitle A—Physicians’ Services 

SEC. 501. REVISION OF UPDATES FOR PHYSI-
CIANS’ SERVICES. 

(a) UPDATE FOR 2003 THROUGH 2005.—
(1) IN GENERAL.—Section 1848(d) (42 U.S.C. 

1395w–4(d)) is amended by adding at the end 
the following new paragraphs: 

‘‘(5) UPDATE FOR 2003.—The update to the 
single conversion factor established in para-
graph (1)(C) for 2003 is 2 percent. 
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‘‘(6) SPECIAL RULES FOR UPDATE FOR 2004 AND 

2005.—The following rules apply in deter-
mining the update adjustment factors under 
paragraph (4)(B) for 2004 and 2005: 

‘‘(A) USE OF 2002 DATA IN DETERMINING AL-
LOWABLE COSTS.—

‘‘(i) The reference in clause (ii)(I) of such 
paragraph to April 1, 1996, is deemed to be a 
reference to January 1, 2002. 

‘‘(ii) The allowed expenditures for 2002 is 
deemed to be equal to the actual expendi-
tures for physicians’ services furnished dur-
ing 2002, as estimated by the Secretary. 

‘‘(B) 1 PERCENTAGE POINT INCREASE IN GDP 
UNDER SGR.—The annual average percentage 
growth in real gross domestic product per 
capita under subsection (f)(2)(C) for each of 
2003, 2004, and 2005 is deemed to be increased 
by 1 percentage point.’’. 

(2) CONFORMING AMENDMENT.—Paragraph 
(4)(B) of such section is amended, in the mat-
ter before clause (i), by inserting ‘‘and para-
graph (6)’’ after ‘‘subparagraph (D)’’. 

(b) USE OF 10-YEAR ROLLING AVERAGE IN 
COMPUTING GROSS DOMESTIC PRODUCT.—

(1) IN GENERAL.—Section 1848(f)(2)(C) (42 
U.S.C. 1395w–4(f)(2)(C)) is amended—

(A) by striking ‘‘projected’’ and inserting 
‘‘annual average’’; and 

(B) by striking ‘‘from the previous applica-
ble period to the applicable period involved’’ 
and inserting ‘‘during the 10-year period end-
ing with the applicable period involved’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to com-
putations of the sustainable growth rate for 
years beginning with 2002. 

(c) ELIMINATION OF TRANSITIONAL ADJUST-
MENT.—Section 1848(d)(4)(F) (42 U.S.C. 1395w–
4(d)(4)(F)) is amended by striking ‘‘subpara-
graph (A)’’ and all that follows and inserting 
‘‘subparagraph (A), for each of 2001 and 2002, 
of ¥0.2 percent.’’
SEC. 502. STUDIES ON ACCESS TO PHYSICIANS’ 

SERVICES. 
(a) GAO STUDY ON BENEFICIARY ACCESS TO 

PHYSICIANS’ SERVICES.—
(1) STUDY.—The Comptroller General of the 

United States shall conduct a study on ac-
cess of medicare beneficiaries to physicians’ 
services under the medicare program. The 
study shall include—

(A) an assessment of the use by bene-
ficiaries of such services through an analysis 
of claims submitted by physicians for such 
services under part B of the medicare pro-
gram; 

(B) an examination of changes in the use 
by beneficiaries of physicians’ services over 
time; 

(C) an examination of the extent to which 
physicians are not accepting new medicare 
beneficiaries as patients. 

(2) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
paragraph (1). The report shall include a de-
termination whether—

(A) data from claims submitted by physi-
cians under part B of the medicare program 
indicate potential access problems for medi-
care beneficiaries in certain geographic 
areas; and 

(B) access by medicare beneficiaries to 
physicians’ services may have improved, re-
mained constant, or deteriorated over time. 

(b) STUDY AND REPORT ON SUPPLY OF PHYSI-
CIANS.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to conduct a study on 
the adequacy of the supply of physicians (in-
cluding specialists) in the United States and 
the factors that affect such supply. 

(2) REPORT TO CONGRESS.—Not later than 2 
years after the date of enactment of this sec-
tion, the Secretary shall submit to Congress 

a report on the results of the study described 
in paragraph (1), including any recommenda-
tions for legislation. 
SEC. 503. MEDPAC REPORT ON PAYMENT FOR 

PHYSICIANS’ SERVICES. 
Not later than 1 year after the date of the 

enactment of this Act, the Medicare Pay-
ment Advisory Commission shall submit to 
Congress a report on the effect of refine-
ments to the practice expense component of 
payments for physicians’ services in the case 
of services for which there are no physician 
work relative value units, after the transi-
tion to a full resource-based payment system 
in 2002, under section 1848 of the Social Secu-
rity Act (42 U.S.C. 1395w–4). Such report shall 
examine the following matters by physician 
specialty: 

(1) The effect of such refinements on pay-
ment for physicians’ services. 

(2) The interaction of the practice expense 
component with other components of and ad-
justments to payment for physicians’ serv-
ices under such section. 

(3) The appropriateness of the amount of 
compensation by reason of such refinements. 

(4) The effect of such refinements on access 
to care by medicare beneficiaries to physi-
cians’ services. 

(5) The effect of such refinements on physi-
cian participation under the medicare pro-
gram. 

Subtitle B—Other Services 
SEC. 511. COMPETITIVE ACQUISITION OF CER-

TAIN ITEMS AND SERVICES. 
(a) IN GENERAL.—Section 1847 (42 U.S.C. 

1395w–3) is amended to read as follows: 
‘‘COMPETITIVE ACQUISITION OF CERTAIN ITEMS 

AND SERVICES 
‘‘SEC. 1847. (a) ESTABLISHMENT OF COMPETI-

TIVE ACQUISITION PROGRAMS.—
‘‘(1) IMPLEMENTATION OF PROGRAMS.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish and implement programs under 
which competitive acquisition areas are es-
tablished throughout the United States for 
contract award purposes for the furnishing 
under this part of competitively priced items 
and services (described in paragraph (2)) for 
which payment is made under this part. 
Such areas may differ for different items and 
services. 

‘‘(B) PHASED-IN IMPLEMENTATION.—The pro-
grams shall be phased-in among competitive 
acquisition areas over a period of not longer 
than 3 years in a manner so that the com-
petition under the programs occurs in—

‘‘(i) at least 1⁄3 of such areas in 2004; and 
‘‘(ii) at least 2⁄3 of such areas in 2005. 
‘‘(C) WAIVER OF CERTAIN PROVISIONS.—In 

carrying out the programs, the Secretary 
may waive such provisions of the Federal Ac-
quisition Regulation as are necessary for the 
efficient implementation of this section, 
other than provisions relating to confiden-
tiality of information and such other provi-
sions as the Secretary determines appro-
priate. 

‘‘(2) ITEMS AND SERVICES DESCRIBED.—The 
items and services referred to in paragraph 
(1) are the following: 

‘‘(A) DURABLE MEDICAL EQUIPMENT AND IN-
HALATION DRUGS USED IN CONNECTION WITH DU-
RABLE MEDICAL EQUIPMENT.—Covered items 
(as defined in section 1834(a)(13)) for which 
payment is otherwise made under section 
1834(a), other than items used in infusion, 
and inhalation drugs used in conjunction 
with durable medical equipment. 

‘‘(B) OFF-THE-SHELF ORTHOTICS.—Orthotics 
(described in section 1861(s)(9)) for which 
payment is otherwise made under section 
1834(h) which require minimal self-adjust-
ment for appropriate use and does not re-
quire expertise in trimming, bending, mold-
ing, assembling, or customizing to fit to the 
patient. 

‘‘(3) EXEMPTION AUTHORITY.—In carrying 
out the programs under this section, the Sec-
retary may exempt—

‘‘(A) areas that are not competitive due to 
low population density; and 

‘‘(B) items and services for which the appli-
cation of competitive acquisition is not like-
ly to result in significant savings. 

‘‘(b) PROGRAM REQUIREMENTS.—
‘‘(1) IN GENERAL.—The Secretary shall con-

duct a competition among entities supplying 
items and services described in subsection 
(a)(2) for each competitive acquisition area 
in which the program is implemented under 
subsection (a) with respect to such items and 
services. 

‘‘(2) CONDITIONS FOR AWARDING CONTRACT.—
‘‘(A) IN GENERAL.—The Secretary may not 

award a contract to any entity under the 
competition conducted in an competitive ac-
quisition area pursuant to paragraph (1) to 
furnish such items or services unless the 
Secretary finds all of the following: 

‘‘(i) The entity meets quality and financial 
standards specified by the Secretary or de-
veloped by accreditation entities or organi-
zations recognized by the Secretary. 

‘‘(ii) The total amounts to be paid under 
the contract (including costs associated with 
the administration of the contract) are ex-
pected to be less than the total amounts that 
would otherwise be paid. 

‘‘(iii) Beneficiary access to a choice of mul-
tiple suppliers in the area is maintained. 

‘‘(iv) Beneficiary liability is limited to the 
applicable percentage of contract award 
price. 

‘‘(B) QUALITY STANDARDS.—The quality 
standards specified under subparagraph 
(A)(i) shall not be less than the quality 
standards that would otherwise apply if this 
section did not apply and shall include con-
sumer services standards. The Secretary 
shall consult with an expert outside advisory 
panel composed of an appropriate selection 
of representatives of physicians, practi-
tioners, and suppliers to review (and advise 
the Secretary concerning) such quality 
standards. 

‘‘(3) CONTENTS OF CONTRACT.—
‘‘(A) IN GENERAL.—A contract entered into 

with an entity under the competition con-
ducted pursuant to paragraph (1) is subject 
to terms and conditions that the Secretary 
may specify. 

‘‘(B) TERM OF CONTRACTS.—The Secretary 
shall rebid contracts under this section not 
less often than once every 3 years. 

‘‘(4) LIMIT ON NUMBER OF CONTRACTORS.—
‘‘(A) IN GENERAL.—The Secretary may 

limit the number of contractors in a com-
petitive acquisition area to the number 
needed to meet projected demand for items 
and services covered under the contracts. In 
awarding contracts, the Secretary shall take 
into account the ability bidding entities to 
furnish items or services in sufficient quan-
tities to meet the anticipated needs of bene-
ficiaries for such items or services in the ge-
ographic area covered under the contract on 
a timely basis. 

‘‘(B) MULTIPLE WINNERS.—The Secretary 
shall award contracts to more than one enti-
ty submitting a bid in each area for an item 
or service. 

‘‘(5) PARTICIPATING CONTRACTORS.—Pay-
ment shall not be made for items and serv-
ices described in subsection (a)(2) furnished 
by a contractor and for which competition is 
conducted under this section unless—

‘‘(A) the contractor has submitted a bid for 
such items and services under this section; 
and 

‘‘(B) the Secretary has awarded a contract 
to the contractor for such items and services 
under this section. 

‘‘(6) AUTHORITY TO CONTRACT FOR EDU-
CATION, OUTREACH AND COMPLAINT SERVICES.—
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The Secretary may enter into a contract 
with an appropriate entity to address com-
plaints from beneficiaries who receive items 
and services from an entity with a contract 
under this section and to conduct appro-
priate education of and outreach to such 
beneficiaries with respect to the program. 

‘‘(c) ANNUAL REPORTS.—The Secretary 
shall submit to Congress an annual manage-
ment report on the programs under this sec-
tion. Each such report shall include informa-
tion on savings, reductions in cost-sharing, 
access to items and services, and beneficiary 
satisfaction. 

‘‘(d) DEMONSTRATION PROJECT FOR CLINICAL 
LABORATORY SERVICES.—

‘‘(1) IN GENERAL.—The Secretary shall con-
duct a demonstration project on the applica-
tion of competitive acquisition under this 
section to clinical diagnostic laboratory 
tests—

‘‘(A) for which payment is otherwise made 
under section 1833(h) or 1834(d)(1) (relating to 
colorectal cancer screening tests); and 

‘‘(B) which are furnished without a face-to-
face encounter between the individual and 
the hospital or physician ordering the tests. 

‘‘(2) TERMS AND CONDITIONS.—Such project 
shall be under the same conditions as are ap-
plicable to items and services described in 
subsection (a)(2). 

‘‘(3) REPORT.—The Secretary shall submit 
to Congress—

‘‘(A) an initial report on the project not 
later than December 31, 2004; and 

‘‘(B) such progress and final reports on the 
project after such date as the Secretary de-
termines appropriate.’’. 

(b) CONTINUATION OF CERTAIN DEMONSTRA-
TION PROJECTS.—Notwithstanding the 
amendment made by subsection (a), with re-
spect to demonstration projects imple-
mented by the Secretary under section 1847 
of the Social Security Act (42 U.S.C. 1395w–
3) (relating to the establishment of competi-
tive acquisition areas) that was in effect on 
the day before the date of the enactment of 
this Act, each such demonstration project 
may continue under the same terms and con-
ditions applicable under that section as in 
effect on that date. 

(c) REPORT ON DIFFERENCES IN PAYMENT 
FOR LABORATORY SERVICES.—Not later than 
18 months after the date of the enactment of 
this Act, the Comptroller General of the 
United States shall submit to Congress a re-
port that analyzes differences in reimburse-
ment between public and private payors for 
clinical diagnostic laboratory services. 
SEC. 512. PAYMENT FOR AMBULANCE SERVICES. 

(a) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—Section 1834(l) (42 U.S.C. 
1395m(l)) is amended—

(1) in paragraph (2)(E), by inserting ‘‘con-
sistent with paragraph (10)’’ after ‘‘in an effi-
cient and fair manner’’; 

(2) by redesignating the paragraph (8) 
added by section 221(a) of BIPA as paragraph 
(9); and 

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

‘‘(10) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—In carrying out the phase-in 
under paragraph (2)(E) for each level of serv-
ice furnished in a year before January 1, 2007, 
the portion of the payment amount that is 
based on the fee schedule shall not be less 
than the following blended rate of the fee 
schedule under paragraph (1) and of a re-
gional fee schedule for the region involved: 

‘‘(A) For 2003, the blended rate shall be 
based 20 percent on the fee schedule under 
paragraph (1) and 80 percent on the regional 
fee schedule. 

‘‘(B) For 2004, the blended rate shall be 
based 40 percent on the fee schedule under 

paragraph (1) and 60 percent on the regional 
fee schedule. 

‘‘(C) For 2005, the blended rate shall be 
based 60 percent on the fee schedule under 
paragraph (1) and 40 percent on the regional 
fee schedule. 

‘‘(D) For 2006, the blended rate shall be 
based 80 percent on the fee schedule under 
paragraph (1) and 20 percent on the regional 
fee schedule. 
For purposes of this paragraph, the Sec-
retary shall establish a regional fee schedule 
for each of the 9 Census divisions using the 
methodology (used in establishing the fee 
schedule under paragraph (1)) to calculate a 
regional conversion factor and a regional 
mileage payment rate and using the same 
payment adjustments and the same relative 
value units as used in the fee schedule under 
such paragraph.’’. 

(b) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—Section 1834(l), as amended by 
subsection (a), is further amended by adding 
at the end the following new paragraph: 

‘‘(11) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—In the case of ground ambu-
lance services furnished on or after January 
1, 2003, and before January 1, 2008, regardless 
of where the transportation originates, the 
fee schedule established under this sub-
section shall provide that, with respect to 
the payment rate for mileage for a trip above 
50 miles the per mile rate otherwise estab-
lished shall be increased by 1⁄4 of the pay-
ment per mile otherwise applicable to such 
miles.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to ambu-
lance services furnished on or after January 
1, 2003. 
SEC. 513. 1-YEAR EXTENSION OF MORATORIUM 

ON THERAPY CAPS; PROVISIONS RE-
LATING TO REPORTS. 

(a) 1-YEAR EXTENSION OF MORATORIUM ON 
THERAPY CAPS.—Section 1833(g)(4) (42 U.S.C. 
1395l(g)(4)) is amended by striking ‘‘and 2002’’ 
and inserting ‘‘2002 and 2003’’. 

(b) PROMPT SUBMISSION OF OVERDUE RE-
PORTS ON PAYMENT AND UTILIZATION OF OUT-
PATIENT THERAPY SERVICES.—Not later than 
December 31, 2002, the Secretary shall sub-
mit to Congress the reports required under 
section 4541(d)(2) of the Balanced Budget Act 
of 1997 (relating to alternatives to a single 
annual dollar cap on outpatient therapy) and 
under section 221(d) of the Medicare, Med-
icaid, and SCHIP Balanced Budget Refine-
ment Act of 1999 (relating to utilization pat-
terns for outpatient therapy). 

(c) IDENTIFICATION OF CONDITIONS AND DIS-
EASES JUSTIFYING WAIVER OF THERAPY CAP.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to identify conditions 
or diseases that should justify conducting an 
assessment of the need to waive the therapy 
caps under section 1833(g)(4) of the Social Se-
curity Act (42 U.S.C. 1395l(g)(4)). 

(2) REPORTS TO CONGRESS.—Not later than 
July 1, 2003, the Secretary shall submit to 
Congress a preliminary report on the condi-
tions and diseases identified under paragraph 
(1) and not later than September 1, 2003, a 
final report on the conditions and diseases so 
identified. 

(d) GAO STUDY OF PATIENT ACCESS TO 
PHYSICAL THERAPIST SERVICES.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study on ac-
cess to physical therapist services in States 
authorizing such services without a physi-
cian referral and in States that require such 
a physician referral. The study shall—

(A) examine the use of and referral pat-
terns for physical therapist services for pa-
tients age 50 and older in States that author-
ize such services without a physician referral 
and in States that require such a physician 
referral; 

(B) examine the use of and referral pat-
terns for physical therapist services for pa-
tients who are medicare beneficiaries; and 

(C) examine the delivery of physical thera-
pists’ services within the facilities of Depart-
ment of Defense; and 

(D) analyze the potential impact on medi-
care beneficiaries and on expenditures under 
the medicare program of eliminating the 
need for a physician referral for physical 
therapist services under the medicare pro-
gram. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than 1 year after the date of the enact-
ment of this Act. 
SEC. 514. ACCELERATED IMPLEMENTATION OF 20 

PERCENT COINSURANCE FOR HOS-
PITAL OUTPATIENT DEPARTMENT 
(OPD) SERVICES; OTHER OPD PROVI-
SIONS. 

(a) ACCELERATED IMPLEMENTATION OF COIN-
SURANCE REDUCTIONS.—Section 
1833(t)(8)(C)(ii) (42 U.S.C. 1395l(t)(8)(C)(ii)) is 
amended by striking subclauses (III) through 
(V) and inserting the following: 

‘‘(III) For procedures performed in 2004, 45 
percent. 

‘‘(IV) For procedures performed in 2005, 40 
percent. 

‘‘(V) For procedures performed in 2006, 2007, 
2008 and 2009, 35 percent. 

‘‘(VI) For procedures performed in 2010, 30 
percent. 

‘‘(VII) For procedures performed in 2011, 25 
percent. 

‘‘(VIII) For procedures performed in 2012 
and thereafter, 20 percent.’’. 

(b) TREATMENT OF TEMPERATURE MON-
ITORED CRYOABLATION.—

(1) IN GENERAL.—Section 1833(t)(6)(A)(ii) (42 
U.S.C. 1395l(t)(6)(A)(ii)) is amended by strik-
ing ‘‘or temperature monitored 
cryoablation’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) applies to payment for 
services furnished on or after January 1, 2003. 
SEC. 515. COVERAGE OF AN INITIAL PREVENTIVE 

PHYSICAL EXAMINATION. 
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C. 

1395x(s)(2)), is amended—
(1) in subparagraph (U), by striking ‘‘and’’ 

at the end; 
(2) in subparagraph (V), by inserting ‘‘and’’ 

at the end; and 
(3) by adding at the end the following new 

subparagraph: 
‘‘(W) an initial preventive physical exam-

ination (as defined in subsection (ww));’’. 
(b) SERVICES DESCRIBED.—Section 1861 (42 

U.S.C. 1395x) is amended by adding at the end 
the following new subsection: 

‘‘Initial Preventive Physical Examination 
‘‘(ww) The term ‘initial preventive phys-

ical examination’ means physicians’ services 
consisting of a physical examination with 
the goal of health promotion and disease de-
tection and includes items and services spec-
ified by the Secretary in regulations.’’. 

(c) PAYMENT AS PHYSICIANS’ SERVICES.—
Section 1848(j)(3) (42 U.S.C. 1395w–4(j)(3)) by 
inserting ‘‘(2)(W),’’ after ‘‘(2)(S),’’. 

(d) OTHER CONFORMING AMENDMENTS.—Sec-
tion 1862(a) (42 U.S.C. 1395y(a)) is amended—

(1) in paragraph (1)—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (H); 
(B) by striking the semicolon at the end of 

subparagraph (I) and inserting ‘‘, and’’; and 
(C) by adding at the end the following new 

subparagraph: 
‘‘(J) in the case of an initial preventive 

physical examination, which is performed 
not later than 6 months after the date the in-
dividual’s first coverage period begins under 
part B;’’; and 
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(2) in paragraph (7), by striking ‘‘or (H)’’ 

and inserting ‘‘(H), or (J)’’. 
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to services 
furnished on or after January 1, 2004, but 
only for individuals whose coverage period 
begins on or after such date. 
SEC. 516. RENAL DIALYSIS SERVICES. 

(a) REPORT ON DIFFERENCES IN COSTS IN 
DIFFERENT SETTINGS.—Not later than 1 year 
after the date of the enactment of this Act, 
the Comptroller General of the United States 
shall submit to Congress a report con-
taining—

(1) an analysis of the differences in costs of 
providing renal dialysis services under the 
medicare program in home settings and in 
facility settings; 

(2) an assessment of the percentage of over-
head costs in home settings and in facility 
settings; and 

(3) an evaluation of whether the charges 
for home dialysis supplies and equipment are 
reasonable and necessary. 

(b) RESTORING COMPOSITE RATE EXCEPTIONS 
FOR PEDIATRIC FACILITIES.—

(1) IN GENERAL.—Section 422(a)(2) of BIPA 
is amended—

(A) in subparagraph (A), by striking ‘‘and 
(C)’’ and inserting ‘‘, (C), and (D)’’; 

(B) in subparagraph (B), by striking ‘‘In 
the case’’ and inserting ‘‘Subject to subpara-
graph (D), in the case’’; and 

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

‘‘(D) INAPPLICABILITY TO PEDIATRIC FACILI-
TIES.—Subparagraphs (A) and (B) shall not 
apply, as of October 1, 2002, to pediatric fa-
cilities that do not have an exception rate 
described in subparagraph (C) in effect on 
such date. For purposes of this subpara-
graph, the term ‘pediatric facility’ means a 
renal facility at least 50 percent of whose pa-
tients are individuals under 18 years of age.’’. 

(2) CONFORMING AMENDMENT.—The fourth 
sentence of section 1881(b)(7) (42 U.S.C. 
1395rr(b)(7)) is amended by striking ‘‘The 
Secretary’’ and inserting ‘‘Subject to section 
422(a)(2) of the Medicare, Medicaid, and 
SCHIP Benefits Improvement and Protection 
Act of 2000, the Secretary’’. 

(c) INCREASE IN RENAL DIALYSIS COMPOSITE 
RATE FOR SERVICES FURNISHED IN 2004.—Not-
withstanding any other provision of law, 
with respect to payment under part B of title 
XVIII of the Social Security Act for renal di-
alysis services furnished in 2004, the com-
posite payment rate otherwise established 
under section 1881(b)(7) of such Act (42 U.S.C. 
1395rr(b)(7)) shall be increased by 1.2 percent. 

TITLE VI—PROVISIONS RELATING TO 
PARTS A AND B 

Subtitle A—Home Health Services 
SEC. 601. ELIMINATION OF 15 PERCENT REDUC-

TION IN PAYMENT RATES UNDER 
THE PROSPECTIVE PAYMENT SYS-
TEM. 

(a) IN GENERAL.—Section 1895(b)(3)(A) (42 
U.S.C. 1395fff(b)(3)(A)) is amended to read as 
follows: 

‘‘(A) INITIAL BASIS.—Under such system the 
Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts) as follows: 

‘‘(i) Such amount (or amounts) shall ini-
tially be based on the most current audited 
cost report data available to the Secretary 
and shall be computed in a manner so that 
the total amounts payable under the system 
for fiscal year 2001 shall be equal to the total 
amount that would have been made if the 
system had not been in effect and if section 
1861(v)(1)(L)(ix) had not been enacted. 

‘‘(ii) For fiscal year 2002 and for the first 
quarter of fiscal year 2003, such amount (or 
amounts) shall be equal to the amount (or 
amounts) determined under this paragraph 

for the previous fiscal year, updated under 
subparagraph (B). 

‘‘(iii) For 2003, such amount (or amounts) 
shall be equal to the amount (or amounts) 
determined under this paragraph for fiscal 
year 2002, updated under subparagraph (B) 
for 2003. 

‘‘(iv) For 2004 and each subsequent year, 
such amount (or amounts) shall be equal to 
the amount (or amounts) determined under 
this paragraph for the previous year, updated 
under subparagraph (B). 
Each such amount shall be standardized in a 
manner that eliminates the effect of vari-
ations in relative case mix and area wage ad-
justments among different home health 
agencies in a budget neutral manner con-
sistent with the case mix and wage level ad-
justments provided under paragraph (4)(A). 
Under the system, the Secretary may recog-
nize regional differences or differences based 
upon whether or not the services or agency 
are in an urbanized area.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect as if 
included in the amendments made by section 
501 of the Medicare, Medicaid, and SCHIP 
Benefits Improvement and Protection Act of 
2000 (as enacted into law by section 1(a)(6) of 
Public Law 106–554). 
SEC. 602. ESTABLISHMENT OF REDUCED COPAY-

MENT FOR A HOME HEALTH SERV-
ICE EPISODE OF CARE FOR CERTAIN 
BENEFICIARIES. 

(a) PART A.—
(1) IN GENERAL.—Section 1813(a) (42 U.S.C. 

1395e(a)) is amended by adding at the end the 
following new paragraph: 

‘‘(5)(A)(i) Subject to clause (ii), the amount 
payable for home health services furnished 
to the individual under this title for each 
episode of care beginning in a year (begin-
ning with 2003) shall be reduced by a copay-
ment equal to the copayment amount speci-
fied in subparagraph (B)(ii) such year. 

‘‘(ii) The copayment under clause (i) shall 
not apply—

‘‘(I) in the case of an individual who has 
been determined to be a qualified medicare 
beneficiary (as defined in section 1905(p)(1)) 
or otherwise to be entitled to medical assist-
ance under section 1902(a)(10)(A) or 
1902(a)(10)(C); and 

‘‘(II) in the case of an episode of care which 
consists of 4 or fewer visits. 

‘‘(B)(i) The Secretary shall estimate, be-
fore the beginning of each year (beginning 
with 2003), the national average payment 
under this title per episode for home health 
services projected for the year involved. 

‘‘(ii) For each year the copayment amount 
under this clause is equal to 1.5 percent of 
the national average payment estimated for 
the year involved under clause (i). Any 
amount determined under the preceding sen-
tence which is not a multiple of $5 shall be 
rounded to the nearest multiple of $5. 

‘‘(iii) There shall be no administrative or 
judicial review under section 1869, 1878, or 
otherwise of the estimation of average pay-
ment under clause (i).’’. 

(2) TIMELY IMPLEMENTATION.—Unless the 
Secretary of Health and Human Services 
otherwise provides on a timely basis, the co-
payment amount specified under section 
1813(a)(5)(B)(ii) of the Social Security Act (as 
added by paragraph (1)) for 2003 shall be 
deemed to be $40. 

(b) CONFORMING PROVISIONS.—
(1) Section 1833(a)(2)(A) (42 U.S.C. 

1395l(a)(2)(A)) is amended by inserting ‘‘less 
the copayment amount applicable under sec-
tion 1813(a)(5)’’ after ‘‘1895’’. 

(2) Section 1866(a)(2)(A)(i) (42 U.S.C. 
1395cc(a)(2)(A)(i)) is amended—

(A) by striking ‘‘or coinsurance’’ and in-
serting ‘‘, coinsurance, or copayment’’; and 

(B) by striking ‘‘or (a)(4)’’ and inserting 
‘‘(a)(4), or (a)(5)’’. 

SEC. 603. UPDATE IN HOME HEALTH SERVICES. 
(a) CHANGE TO CALENDAR YEAR UPDATE.—
(1) IN GENERAL.—Section 1895(b) (42 U.S.C. 

1395fff(b)(3)) is amended—
(A) in paragraph (3)(B)(i)—
(i) by striking ‘‘each fiscal year (beginning 

with fiscal year 2002)’’ and inserting ‘‘fiscal 
year 2002 and for each subsequent year (be-
ginning with 2003)’’; and 

(ii) by inserting ‘‘or year’’ after ‘‘the fiscal 
year’’; 

(B) in paragraph (3)(B)(ii)—
(i) in subclause (II), by striking ‘‘fiscal 

year’’ and inserting ‘‘year’’ and by redesig-
nating such subclause as subclause (III); and 

(ii) in subclause (I), by striking ‘‘each of 
fiscal years 2002 and 2003’’ and inserting the 
following: ‘‘fiscal year 2002, the home health 
market basket percentage increase (as de-
fined in clause (iii)) minus 1.1 percentage 
points; 

‘‘(II) 2003’’; 
(C) in paragraph (3)(B)(iii), by inserting ‘‘or 

year’’ after ‘‘fiscal year’’ each place it ap-
pears; 

(D) in paragraph (3)(B)(iv)—
(i) by inserting ‘‘or year’’ after ‘‘fiscal 

year’’ each place it appears; and 
(ii) by inserting ‘‘or years’’ after ‘‘fiscal 

years’’; and 
(E) in paragraph (5), by inserting ‘‘or year’’ 

after ‘‘fiscal year’’. 
(2) TRANSITION RULE.—The standard pro-

spective payment amount (or amounts) 
under section 1895(b)(3) of the Social Secu-
rity Act for the calendar quarter beginning 
on October 1, 2002, shall be such amount (or 
amounts) for the previous calendar quarter. 

(b) CHANGES IN UPDATES FOR 2003, 2004, AND 
2005.—Section 1895(b)(3)(B)(ii) (42 U.S.C. 
1395fff(b)(3)(B)(ii)), as amended by subsection 
(a)(1)(B), is amended—

(1) in subclause (II), by striking ‘‘the home 
health market basket percentage increase 
(as defined in clause (iii)) minus 1.1 percent-
age points’’ and inserting ‘‘2.0 percentage 
points’’; 

(2) by striking ‘‘or’’ at the end of subclause 
(II); 

(3) by redesignating subclause (III) as sub-
clause (V); and 

(4) by inserting after subclause (II) the fol-
lowing new subclause: 

‘‘(III) 2004, 1.0 percentage points; 
‘‘(IV) 2005, the home health market basket 

percentage increase (as defined in clause 
(iii)) minus 0.8 percentage points; or’’. 

(c) PAYMENT ADJUSTMENT.—
(1) IN GENERAL.—Section 1895(b)(5) (42 

U.S.C. 1395fff(b)(5)) is amended ‘‘5 percent’’ 
and inserting ‘‘3 percent’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to years 
beginning with 2003. 
SEC. 604. OASIS TASK FORCE; SUSPENSION OF 

CERTAIN OASIS DATA COLLECTION 
REQUIREMENTS PENDING TASK 
FORCE SUBMITTAL OF REPORT. 

(a) ESTABLISHMENT.—The Secretary of 
Health and Human Services shall establish 
and appoint a task force (to be known as the 
‘‘OASIS Task Force’’) to examine the data 
collection and reporting requirements under 
OASIS. For purposes of this section, the 
term ‘‘OASIS’’ means the Outcome and As-
sessment Information Set required by reason 
of section 4602(e) of Balanced Budget Act of 
1997 (42 U.S.C. 1395fff note). 

(b) COMPOSITION.—The OASIS Task Force 
shall be composed of the following: 

(1) Staff of the Centers for Medicare & 
Medicaid Services with expertise in post-
acute care. 

(2) Representatives of home health agen-
cies. 

(3) Health care professionals and research 
and health care quality experts outside the 
Federal Government with expertise in post-
acute care. 
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(4) Advocates for individuals requiring 

home health services. 
(c) DUTIES.—
(1) REVIEW AND RECOMMENDATIONS.—The 

OASIS Task Force shall review and make 
recommendations to the Secretary regarding 
changes in OASIS to improve and simplify 
data collection for purposes of—

(A) assessing the quality of home health 
services; and 

(B) providing consistency in classification 
of patients into home health resource groups 
(HHRGs) for payment under section 1895 of 
the Social Security Act (42 U.S.C. 1395fff). 

(2) SPECIFIC ITEMS.—In conducting the re-
view under paragraph (1), the OASIS Task 
Force shall specifically examine—

(A) the 41 outcome measures currently in 
use; 

(B) the timing and frequency of data col-
lection; and 

(C) the collection of information on 
comorbidities and clinical indicators. 

(3) REPORT.—The OASIS Task Force shall 
submit a report to the Secretary containing 
its findings and recommendations for 
changes in OASIS by not later than 18 
months after the date of the enactment of 
this Act. 

(d) SUNSET.—The OASIS Task Force shall 
terminate 60 days after the date on which 
the report is submitted under subsection 
(c)(2). 

(e) NONAPPLICATION OF FACA.—The provi-
sions of the Federal Advisory Committee Act 
shall not apply to the OASIS Task Force. 

(f) SUSPENSION OF OASIS REQUIREMENT FOR 
COLLECTION OF DATA ON NON-MEDICARE AND 
NON-MEDICAID PATIENTS PENDING TASK 
FORCE REPORT.—

(1) IN GENERAL.—During the period de-
scribed in paragraph (2), the Secretary of 
Health and Human Services may not require, 
under section 4602(e) of the Balanced Budget 
Act of 1997 or otherwise under OASIS, a 
home health agency to gather or submit in-
formation that relates to an individual who 
is not eligible for benefits under either title 
XVIII or title XIX of the Social Security 
Act. 

(2) PERIOD OF SUSPENSION.—The period de-
scribed in this paragraph—

(A) begins on January 1, 2003, and 
(B) ends on the last day of the 2nd month 

beginning after the date the report is sub-
mitted under subsection (c)(2). 
SEC. 605. MEDPAC STUDY ON MEDICARE MAR-

GINS OF HOME HEALTH AGENCIES. 
(a) STUDY.—The Medicare Payment Advi-

sory Commission shall conduct a study of 
payment margins of home health agencies 
under the home health prospective payment 
system under section 1895 of the Social Secu-
rity Act (42 U.S.C. 1395fff). Such study shall 
examine whether systematic differences in 
payment margins are related to differences 
in case mix (as measured by home health re-
source groups (HHRGs)) among such agen-
cies. The study shall use the partial or full-
year cost reports filed by home health agen-
cies. 

(b) REPORT.—Not later than 2 years after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study under subsection (a). 

Subtitle B—Direct Graduate Medical 
Education 

SEC. 611. EXTENSION OF UPDATE LIMITATION ON 
HIGH COST PROGRAMS. 

Section 1886(h)(2)(D)(iv) (42 U.S.C. 
1395ww(h)(2)(D)(iv)) is amended—

(1) in subclause (I)—
(A) by striking ‘‘AND 2002’’ and inserting 

‘‘THROUGH 2012’’; 
(B) by striking ‘‘during fiscal year 2001 or 

fiscal year 2002’’ and inserting ‘‘during the 
period beginning with fiscal year 2001 and 
ending with fiscal year 2012’’; and 

(C) by striking ‘‘subject to subclause 
(III),’’; 

(2) by striking subclause (II); and 
(3) in subclause (III)—
(A) by redesignating such subclause as sub-

clause (II); and 
(B) by striking ‘‘or (II)’’. 

SEC. 612. REDISTRIBUTION OF UNUSED RESI-
DENT POSITIONS. 

(a) IN GENERAL.—Section 1886(h)(4) (42 
U.S.C. 1395ww(h)(4)) is amended—

(1) in subparagraph (F), by inserting ‘‘sub-
ject to subparagraph (I),’’ after ‘‘October 1, 
1997,’’; 

(2) in subparagraph (H), by inserting ‘‘sub-
ject to subparagraph (I),’’ after ‘‘subpara-
graphs (F) and (G),’’; and 

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

‘‘(I) REDISTRIBUTION OF UNUSED RESIDENT 
POSITIONS.—

‘‘(i) REDUCTION IN LIMIT BASED ON UNUSED 
POSITIONS.—

‘‘(I) IN GENERAL.—If a hospital’s resident 
level (as defined in clause (iii)(I)) is less than 
the otherwise applicable resident limit (as 
defined in clause (iii)(II)) for each of the ref-
erence periods (as defined in subclause (II)), 
effective for cost reporting periods beginning 
on or after January 1, 2003, the otherwise ap-
plicable resident limit shall be reduced by 75 
percent of the difference between such limit 
and the reference resident level specified in 
subclause (III) (or subclause (IV) if applica-
ble). 

‘‘(II) REFERENCE PERIODS DEFINED.—In this 
clause, the term ‘reference periods’ means, 
for a hospital, the 3 most recent consecutive 
cost reporting periods of the hospital for 
which cost reports have been settled (or, if 
not, submitted) on or before September 30, 
2001. 

‘‘(III) REFERENCE RESIDENT LEVEL.—Subject 
to subclause (IV), the reference resident 
level specified in this subclause for a hos-
pital is the highest resident level for the hos-
pital during any of the reference periods. 

‘‘(IV) ADJUSTMENT PROCESS.—Upon the 
timely request of a hospital, the Secretary 
may adjust the reference resident level for a 
hospital to be the resident level for the hos-
pital for the cost reporting period that in-
cludes July 1, 2002. 

‘‘(ii) REDISTRIBUTION.—
‘‘(I) IN GENERAL.—The Secretary is author-

ized to increase the otherwise applicable 
resident limits for hospitals by an aggregate 
number estimated by the Secretary that 
does not exceed the aggregate reduction in 
such limits attributable to clause (i) (with-
out taking into account any adjustment 
under subclause (IV) of such clause). 

‘‘(II) EFFECTIVE DATE.—No increase under 
subclause (I) shall be permitted or taken into 
account for a hospital for any portion of a 
cost reporting period that occurs before July 
1, 2003, or before the date of the hospital’s ap-
plication for an increase under this clause. 
No such increase shall be permitted for a 
hospital unless the hospital has applied to 
the Secretary for such increase by December 
31, 2004. 

‘‘(III) CONSIDERATIONS IN REDISTRIBUTION.—
In determining for which hospitals the in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall take into account the need 
for such an increase by specialty and loca-
tion involved, consistent with subclause (IV). 

‘‘(IV) PRIORITY FOR RURAL AND SMALL 
URBAN AREAS.—In determining for which hos-
pitals and residency training programs an in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall first distribute the increase 
to programs of hospitals located in rural 
areas or in urban areas that are not large 
urban areas (as defined for purposes of sub-

section (d)) on a first-come-first-served basis 
(as determined by the Secretary) based on a 
demonstration that the hospital will fill the 
positions made available under this clause 
and not to exceed an increase of 25 full-time 
equivalent positions with respect to any hos-
pital. 

‘‘(V) APPLICATION OF LOCALITY ADJUSTED 
NATIONAL AVERAGE PER RESIDENT AMOUNT.—
With respect to additional residency posi-
tions in a hospital attributable to the in-
crease provided under this clause, notwith-
standing any other provision of this sub-
section, the approved FTE resident amount 
is deemed to be equal to the locality ad-
justed national average per resident amount 
computed under subparagraph (E) for that 
hospital. 

‘‘(VI) CONSTRUCTION.—Nothing in this 
clause shall be construed as permitting the 
redistribution of reductions in residency po-
sitions attributable to voluntary reduction 
programs under paragraph (6) or as affecting 
the ability of a hospital to establish new 
medical residency training programs under 
subparagraph (H). 

‘‘(iii) RESIDENT LEVEL AND LIMIT DEFINED.—
In this subparagraph: 

‘‘(I) RESIDENT LEVEL.—The term ‘resident 
level’ means, with respect to a hospital, the 
total number of full-time equivalent resi-
dents, before the application of weighting 
factors (as determined under this paragraph), 
in the fields of allopathic and osteopathic 
medicine for the hospital. 

‘‘(II) OTHERWISE APPLICABLE RESIDENT 
LIMIT.—The term ‘otherwise applicable resi-
dent limit’ means, with respect to a hospital, 
the limit otherwise applicable under sub-
paragraphs (F)(i) and (H) on the resident 
level for the hospital determined without re-
gard to this subparagraph.’’. 

(b) NO APPLICATION OF INCREASE TO IME.—
Section 1886(d)(5)(B)(v) (42 U.S.C. 
1395ww(d)(5)(B)(v)) is amended by adding at 
the end the following: ‘‘The provisions of 
clause (i) of subparagraph (I) of subsection 
(h)(4) shall apply with respect to the first 
sentence of this clause in the same manner 
as it applies with respect to subparagraph 
(F) of such subsection, but the provisions of 
clause (ii) of such subparagraph shall not 
apply.’’. 

(c) REPORT ON EXTENSION OF APPLICATIONS 
UNDER REDISTRIBUTION PROGRAM.—Not later 
than July 1, 2004, the Secretary shall submit 
to Congress a report containing rec-
ommendations regarding whether to extend 
the deadline for applications for an increase 
in resident limits under section 
1886(h)(4)(I)(ii)(II) of the Social Security Act 
(as added by subsection (a)).

Subtitle C—Other Provisions 
SEC. 621. MODIFICATIONS TO MEDICARE PAY-

MENT ADVISORY COMMISSION 
(MEDPAC). 

(a) EXAMINATION OF BUDGET CON-
SEQUENCES.—Section 1805(b) (42 U.S.C. 1395b–
6(b)) is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(8) EXAMINATION OF BUDGET CON-
SEQUENCES.—Before making any rec-
ommendations, the Commission shall exam-
ine the budget consequences of such rec-
ommendations, directly or through consulta-
tion with appropriate expert entities.’’. 

(b) CONSIDERATION OF EFFICIENT PROVISION 
OF SERVICES.—Section 1805(b)(2)(B)(i) (42 
U.S.C. 1395b–6(b)(2)(B)(i)) is amended by in-
serting ‘‘the efficient provision of’’ after ‘‘ex-
penditures for’’. 

(c) ADDITIONAL REPORTS.—
(1) DATA NEEDS AND SOURCES.—The Medi-

care Payment Advisory Commission shall 
conduct a study, and submit a report to Con-
gress by not later than June 1, 2003, on the 
need for current data, and sources of current 
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data available, to determine the solvency 
and financial circumstances of hospitals and 
other medicare providers of services. 

(2) USE OF TAX-RELATED RETURNS.—Using 
return information provided under Form 990 
of the Internal Revenue Service, the Com-
mission shall submit to Congress, by not 
later than June 1, 2003, a report on the fol-
lowing: 

(A) Investments and capital financing of 
hospitals participating under the medicare 
program and related foundations. 

(B) Access to capital financing for private 
and for not-for-profit hospitals. 
SEC. 622. DEMONSTRATION PROJECT FOR DIS-

EASE MANAGEMENT FOR CERTAIN 
MEDICARE BENEFICIARIES WITH DI-
ABETES. 

(a) IN GENERAL.—The Secretary of Health 
and Human Services shall conduct a dem-
onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the impact on costs and health out-
comes of applying disease management to 
certain medicare beneficiaries with diag-
nosed diabetes. In no case may the number of 
participants in the project exceed 30,000 at 
any time. 

(b) VOLUNTARY PARTICIPATION.—
(1) ELIGIBILITY.—Medicare beneficiaries are 

eligible to participate in the project only if—
(a) they are Hispanic, as determined by the 

Secretary; 
(A) they meet specific medical criteria 

demonstrating the appropriate diagnosis and 
the advanced nature of their disease; 

(B) their physicians approve of participa-
tion in the project; and 

(C) they are not enrolled in a 
Medicare+Choice plan. 

(2) BENEFITS.—A medicare beneficiary who 
is enrolled in the project shall be eligible—

(A) for disease management services re-
lated to their diabetes; and 

(B) for payment for all costs for prescrip-
tion drugs without regard to whether or not 
they relate to the diabetes, except that the 
project may provide for modest cost-sharing 
with respect to prescription drug coverage. 

(c) CONTRACTS WITH DISEASE MANAGEMENT 
ORGANIZATIONS.—

(1) IN GENERAL.—The Secretary of Health 
and Human Services shall carry out the 
project through contracts with up to three 
disease management organizations. The Sec-
retary shall not enter into such a contract 
with an organization unless the organization 
demonstrates that it can produce improved 
health outcomes and reduce aggregate medi-
care expenditures consistent with paragraph 
(2). 

(2) CONTRACT PROVISIONS.—Under such con-
tracts—

(A) such an organization shall be required 
to provide for prescription drug coverage de-
scribed in subsection (b)(2)(B); 

(B) such an organization shall be paid a fee 
negotiated and established by the Secretary 
in a manner so that (taking into account 
savings in expenditures under parts A and B 
of the medicare program under title XVIII of 
the Social Security Act) there will be no net 
increase, and to the extent practicable, there 
will be a net reduction in expenditures under 
the medicare program as a result of the 
project; and 

(C) such an organization shall guarantee, 
through an appropriate arrangement with a 
reinsurance company or otherwise, the pro-
hibition on net increases in expenditures de-
scribed in subparagraph (B). 

(3) PAYMENTS.—Payments to such organi-
zations shall be made in appropriate propor-
tion from the Trust Funds established under 
title XVIII of the Social Security Act. 

(4) WORKING GROUP.—The Secretary shall 
establish within the Department of Health 
and Human Services a working group con-

sisting of employees of the Department to 
carry out the following: 

(A) To oversee the project. 
(B) To establish policy and criteria for 

medicare disease management programs 
within the Department, including the estab-
lishment of policy and criteria for such pro-
grams. 

(C) To identify targeted medical conditions 
and targeted individuals. 

(D) To select areas in which such programs 
are carried out. 

(E) To monitor health outcomes under 
such programs. 

(F) To measure the effectiveness of such 
programs in meeting any budget neutrality 
requirements. 

(G) Otherwise to serve as a central focal 
point within the Department for dissemina-
tion of information on medicare disease 
management programs. 

(d) APPLICATION OF MEDIGAP PROTECTIONS 
TO DEMONSTRATION PROJECT ENROLLEES.—(1) 
Subject to paragraph (2), the provisions of 
section 1882(s)(3) (other than clauses (i) 
through (iv) of subparagraph (B)) and 
1882(s)(4) of the Social Security Act shall 
apply to enrollment (and termination of en-
rollment) in the demonstration project 
under this section, in the same manner as 
they apply to enrollment (and termination of 
enrollment) with a Medicare+Choice organi-
zation in a Medicare+Choice plan. 

(2) In applying paragraph (1)—
(A) any reference in clause (v) or (vi) of 

section 1882(s)(3)(B) of such Act to 12 months 
is deemed a reference to the period of the 
demonstration project; and 

(B) the notification required under section 
1882(s)(3)(D) of such Act shall be provided in 
a manner specified by the Secretary of 
Health and Human Services. 

(e) DURATION.—The project shall last for 
not longer than 3 years. 

(f) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (c)(3). 

(g) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress an 
interim report on the project not later than 
2 years after the date it is first implemented 
and a final report on the project not later 
than 6 months after the date of its comple-
tion. Such reports shall include information 
on the impact of the project on costs and 
health outcomes and recommendations on 
the cost-effectiveness of extending or ex-
panding the project. 

(h) GAO STUDY ON DISEASE MANAGEMENT 
PROGRAMS.—The Comptroller General of the 
United States shall conduct a study that 
compares disease management programs 
under title XVIII of the Social Security Act 
with such programs conducted in the private 
sector, including the prevalence of such pro-
grams and programs for case management. 
The study shall identify the cost-effective-
ness of such programs and any savings 
achieved by such programs. The Comptroller 
General shall submit a report on such study 
to Congress by not later than 18 months 
after the date of the enactment of this Act. 
SEC. 623. DEMONSTRATION PROJECT FOR MED-

ICAL ADULT DAY CARE SERVICES. 
(a) ESTABLISHMENT.—Subject to the suc-

ceeding provisions of this section, the Sec-
retary of Health and Human Services shall 
establish a demonstration project (in this 
section referred to as the ‘‘demonstration 
project’’) under which the Secretary shall, as 
part of a plan of an episode of care for home 
health services established for a medicare 
beneficiary, permit a home health agency, 
directly or under arrangements with a med-
ical adult day care facility, to provide med-

ical adult day care services as a substitute 
for a portion of home health services that 
would otherwise be provided in the bene-
ficiary’s home. 

(b) PAYMENT.—
(1) IN GENERAL.—The amount of payment 

for an episode of care for home health serv-
ices, a portion of which consists of substitute 
medical adult day care services, under the 
demonstration project shall be made at a 
rate equal to 95 percent of the amount that 
would otherwise apply for such home health 
services under section 1895 of the Social Se-
curity Act (42 u.s.c. 1395fff). In no case may 
a home health agency, or a medical adult 
day care facility under arrangements with a 
home health agency, separately charge a 
beneficiary for medical adult day care serv-
ices furnished under the plan of care. 

(2) BUDGET NEUTRALITY FOR DEMONSTRATION 
PROJECT.—Notwithstanding any other provi-
sion of law, the Secretary shall provide for 
an appropriate reduction in the aggregate 
amount of additional payments made under 
section 1895 of the Social Security Act (42 
U.S.C. 1395fff) to reflect any increase in 
amounts expended from the Trust Funds as a 
result of the demonstration project con-
ducted under this section. 

(c) DEMONSTRATION PROJECT SITES.—The 
project established under this section shall 
be conducted in not more than 5 sites in 
States selected by the Secretary that license 
or certify providers of services that furnish 
medical adult day care services. 

(d) DURATION.—The Secretary shall con-
duct the demonstration project for a period 
of 3 years. 

(e) VOLUNTARY PARTICIPATION.—Participa-
tion of medicare beneficiaries in the dem-
onstration project shall be voluntary. The 
total number of such beneficiaries that may 
participate in the project at any given time 
may not exceed 15,000. 

(f) PREFERENCE IN SELECTING AGENCIES.—In 
selecting home health agencies to partici-
pate under the demonstration project, the 
Secretary shall give preference to those 
agencies that—

(1) are currently licensed or certified to 
furnish medical adult day care services; and 

(2) have furnished medical adult day care 
services to medicare beneficiaries for a con-
tinuous 2-year period before the beginning of 
the demonstration project. 

(g) WAIVER AUTHORITY.—The Secretary 
may waive such requirements of title XVIII 
of the Social Security Act as may be nec-
essary for the purposes of carrying out the 
demonstration project, other than waiving 
the requirement that an individual be home-
bound in order to be eligible for benefits for 
home health services. 

(h) EVALUATION AND REPORT.—The Sec-
retary shall conduct an evaluation of the 
clinical and cost effectiveness of the dem-
onstration project. Not later 30 months after 
the commencement of the project, the Sec-
retary shall submit to Congress a report on 
the evaluation, and shall include in the re-
port the following: 

(1) An analysis of the patient outcomes and 
costs of furnishing care to the medicare 
beneficiaries participating in the project as 
compared to such outcomes and costs to 
beneficiaries receiving only home health 
services for the same health conditions. 

(2) Such recommendations regarding the 
extension, expansion, or termination of the 
project as the Secretary determines appro-
priate. 

(i) DEFINITIONS.—In this section: 
(1) HOME HEALTH AGENCY.—The term ‘‘home 

health agency’’ has the meaning given such 
term in section 1861(o) of the Social Security 
Act (42 U.S.C. 1395x(o)). 

(2) MEDICAL ADULT DAY CARE FACILITY.—
The term ‘‘medical adult day care facility’’ 
means a facility that—
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(A) has been licensed or certified by a 

State to furnish medical adult day care serv-
ices in the State for a continuous 2-year pe-
riod; 

(B) is engaged in providing skilled nursing 
services and other therapeutic services di-
rectly or under arrangement with a home 
health agency; 

(C) meets such standards established by 
the Secretary to assure quality of care and 
such other requirements as the Secretary 
finds necessary in the interest of the health 
and safety of individuals who are furnished 
services in the facility; and 

(D) provides medical adult day care serv-
ices. 

(3) MEDICAL ADULT DAY CARE SERVICES.—
The term ‘‘medical adult day care services’’ 
means—

(A) home health service items and services 
described in paragraphs (1) through (7) of sec-
tion 1861(m) furnished in a medical adult day 
care facility; 

(B) a program of supervised activities fur-
nished in a group setting in the facility 
that—

(i) meet such criteria as the Secretary de-
termines appropriate; and 

(ii) is designed to promote physical and 
mental health of the individuals; and 

(C) such other services as the Secretary 
may specify. 

(4) MEDICARE BENEFICIARY.—The term 
‘‘medicare beneficiary’’ means an individual 
entitled to benefits under part A of this title, 
enrolled under part B of this title, or both. 

TITLE VII—MEDICARE BENEFITS 
ADMINISTRATION 

SEC. 701. ESTABLISHMENT OF MEDICARE BENE-
FITS ADMINISTRATION. 

(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395 
et seq.), as amended by section 105, is amend-
ed by inserting after 1806 the following new 
section: 

‘‘MEDICARE BENEFITS ADMINISTRATION 
‘‘SEC. 1808. (a) ESTABLISHMENT.—There is 

established within the Department of Health 
and Human Services an agency to be known 
as the Medicare Benefits Administration. 

‘‘(b) ADMINISTRATOR; DEPUTY ADMINIS-
TRATOR; CHIEF ACTUARY.—

‘‘(1) ADMINISTRATOR.—
‘‘(A) IN GENERAL.—The Medicare Benefits 

Administration shall be headed by an admin-
istrator to be known as the ‘Medicare Bene-
fits Administrator’ (in this section referred 
to as the ‘Administrator’) who shall be ap-
pointed by the President, by and with the ad-
vice and consent of the Senate. The Adminis-
trator shall be in direct line of authority to 
the Secretary. 

‘‘(B) COMPENSATION.—The Administrator 
shall be paid at the rate of basic pay payable 
for level III of the Executive Schedule under 
section 5314 of title 5, United States Code. 

‘‘(C) TERM OF OFFICE.—The Administrator 
shall be appointed for a term of 5 years. In 
any case in which a successor does not take 
office at the end of an Administrator’s term 
of office, that Administrator may continue 
in office until the entry upon office of such 
a successor. An Administrator appointed to a 
term of office after the commencement of 
such term may serve under such appoint-
ment only for the remainder of such term. 

‘‘(D) GENERAL AUTHORITY.—The Adminis-
trator shall be responsible for the exercise of 
all powers and the discharge of all duties of 
the Administration, and shall have authority 
and control over all personnel and activities 
thereof. 

‘‘(E) RULEMAKING AUTHORITY.—The Admin-
istrator may prescribe such rules and regula-
tions as the Administrator determines nec-
essary or appropriate to carry out the func-
tions of the Administration. The regulations 
prescribed by the Administrator shall be sub-

ject to the rulemaking procedures estab-
lished under section 553 of title 5, United 
States Code. 

‘‘(F) AUTHORITY TO ESTABLISH ORGANIZA-
TIONAL UNITS.—The Administrator may es-
tablish, alter, consolidate, or discontinue 
such organizational units or components 
within the Administration as the Adminis-
trator considers necessary or appropriate, 
except as specified in this section. 

‘‘(G) AUTHORITY TO DELEGATE.—The Admin-
istrator may assign duties, and delegate, or 
authorize successive redelegations of, au-
thority to act and to render decisions, to 
such officers and employees of the Adminis-
tration as the Administrator may find nec-
essary. Within the limitations of such dele-
gations, redelegations, or assignments, all 
official acts and decisions of such officers 
and employees shall have the same force and 
effect as though performed or rendered by 
the Administrator. 

‘‘(2) DEPUTY ADMINISTRATOR.—
‘‘(A) IN GENERAL.—There shall be a Deputy 

Administrator of the Medicare Benefits Ad-
ministration who shall be appointed by the 
President, by and with the advice and con-
sent of the Senate. 

‘‘(B) COMPENSATION.—The Deputy Adminis-
trator shall be paid at the rate of basic pay 
payable for level IV of the Executive Sched-
ule under section 5315 of title 5, United 
States Code. 

‘‘(C) TERM OF OFFICE.—The Deputy Admin-
istrator shall be appointed for a term of 5 
years. In any case in which a successor does 
not take office at the end of a Deputy Ad-
ministrator’s term of office, such Deputy Ad-
ministrator may continue in office until the 
entry upon office of such a successor. A Dep-
uty Administrator appointed to a term of of-
fice after the commencement of such term 
may serve under such appointment only for 
the remainder of such term. 

‘‘(D) DUTIES.—The Deputy Administrator 
shall perform such duties and exercise such 
powers as the Administrator shall from time 
to time assign or delegate. The Deputy Ad-
ministrator shall be Acting Administrator of 
the Administration during the absence or 
disability of the Administrator and, unless 
the President designates another officer of 
the Government as Acting Administrator, in 
the event of a vacancy in the office of the 
Administrator. 

‘‘(3) CHIEF ACTUARY.—
‘‘(A) IN GENERAL.—There is established in 

the Administration the position of Chief Ac-
tuary. The Chief Actuary shall be appointed 
by, and in direct line of authority to, the Ad-
ministrator of such Administration. The 
Chief Actuary shall be appointed from 
among individuals who have demonstrated, 
by their education and experience, superior 
expertise in the actuarial sciences. The Chief 
Actuary may be removed only for cause. 

‘‘(B) COMPENSATION.—The Chief Actuary 
shall be compensated at the highest rate of 
basic pay for the Senior Executive Service 
under section 5382(b) of title 5, United States 
Code. 

‘‘(C) DUTIES.—The Chief Actuary shall ex-
ercise such duties as are appropriate for the 
office of the Chief Actuary and in accordance 
with professional standards of actuarial 
independence. 

‘‘(4) SECRETARIAL COORDINATION OF PRO-
GRAM ADMINISTRATION.—The Secretary shall 
ensure appropriate coordination between the 
Administrator and the Administrator of the 
Centers for Medicare & Medicaid Services in 
carrying out the programs under this title. 

‘‘(c) DUTIES; ADMINISTRATIVE PROVISIONS.—
‘‘(1) DUTIES.—
‘‘(A) GENERAL DUTIES.—The Administrator 

shall carry out parts C and D, including—
‘‘(i) negotiating, entering into, and enforc-

ing, contracts with plans for the offering of 

Medicare+Choice plans under part C, includ-
ing the offering of qualified prescription 
drug coverage under such plans; and 

‘‘(ii) negotiating, entering into, and enforc-
ing, contracts with PDP sponsors for the of-
fering of prescription drug plans under part 
D. 

‘‘(B) OTHER DUTIES.—The Administrator 
shall carry out any duty provided for under 
part C or part D, including demonstration 
projects carried out in part or in whole under 
such parts, the programs of all-inclusive care 
for the elderly (PACE program) under sec-
tion 1894, the social health maintenance or-
ganization (SHMO) demonstration projects 
(referred to in section 4104(c) of the Balanced 
Budget Act of 1997), and through a 
Medicare+Choice project that demonstrates 
the application of capitation payment rates 
for frail elderly medicare beneficiaries 
through the use of a interdisciplinary team 
and through the provision of primary care 
services to such beneficiaries by means of 
such a team at the nursing facility involved). 

‘‘(C) PRESCRIPTION DRUG CARD.—The Ad-
ministrator shall carry out section 1807 (re-
lating to the medicare prescription drug dis-
count card endorsement program). 

‘‘(D) NONINTERFERENCE.—In carrying out 
its duties with respect to the provision of 
qualified prescription drug coverage to bene-
ficiaries under this title, the Administrator 
may not—

‘‘(i) require a particular formulary or insti-
tute a price structure for the reimbursement 
of covered outpatient drugs; 

‘‘(ii) interfere in any way with negotia-
tions between PDP sponsors and 
Medicare+Choice organizations and drug 
manufacturers, wholesalers, or other sup-
pliers of covered outpatient drugs; and 

‘‘(iii) otherwise interfere with the competi-
tive nature of providing such coverage 
through such sponsors and organizations. 

‘‘(E) ANNUAL REPORTS.—Not later March 31 
of each year, the Administrator shall submit 
to Congress and the President a report on 
the administration of parts C and D during 
the previous fiscal year. 

‘‘(2) STAFF.—
‘‘(A) IN GENERAL.—The Administrator, with 

the approval of the Secretary, may employ, 
without regard to chapter 31 of title 5, 
United States Code, other than sections 3110 
and 3112, such officers and employees as are 
necessary to administer the activities to be 
carried out through the Medicare Benefits 
Administration. The Administrator shall 
employ staff with appropriate and necessary 
expertise in negotiating contracts in the pri-
vate sector. 

‘‘(B) FLEXIBILITY WITH RESPECT TO COM-
PENSATION.—

‘‘(i) IN GENERAL.—The staff of the Medicare 
Benefits Administration shall, subject to 
clause (ii), be paid without regard to the pro-
visions of chapter 51 (other than section 5101) 
and chapter 53 (other than section 5301) of 
such title (relating to classification and 
schedule pay rates). 

‘‘(ii) MAXIMUM RATE.—In no case may the 
rate of compensation determined under 
clause (i) exceed the rate of basic pay pay-
able for level IV of the Executive Schedule 
under section 5315 of title 5, United States 
Code. 

‘‘(C) LIMITATION ON FULL-TIME EQUIVALENT 
STAFFING FOR CURRENT CMS FUNCTIONS BEING 
TRANSFERRED.—The Administrator may not 
employ under this paragraph a number of 
full-time equivalent employees, to carry out 
functions that were previously conducted by 
the Centers for Medicare & Medicaid Serv-
ices and that are conducted by the Adminis-
trator by reason of this section, that exceeds 
the number of such full-time equivalent em-
ployees authorized to be employed by the 
Centers for Medicare & Medicaid Services to 
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conduct such functions as of the date of the 
enactment of this Act. 

‘‘(3) REDELEGATION OF CERTAIN FUNCTIONS 
OF THE CENTERS FOR MEDICARE & MEDICAID 
SERVICES.—

‘‘(A) IN GENERAL.—The Secretary, the Ad-
ministrator, and the Administrator of the 
Centers for Medicare & Medicaid Services 
shall establish an appropriate transition of 
responsibility in order to redelegate the ad-
ministration of part C from the Secretary 
and the Administrator of the Centers for 
Medicare & Medicaid Services to the Admin-
istrator as is appropriate to carry out the 
purposes of this section. 

‘‘(B) TRANSFER OF DATA AND INFORMA-
TION.—The Secretary shall ensure that the 
Administrator of the Centers for Medicare & 
Medicaid Services transfers to the Adminis-
trator of the Medicare Benefits Administra-
tion such information and data in the posses-
sion of the Administrator of the Centers for 
Medicare & Medicaid Services as the Admin-
istrator of the Medicare Benefits Adminis-
tration requires to carry out the duties de-
scribed in paragraph (1). 

‘‘(C) CONSTRUCTION.—Insofar as a responsi-
bility of the Secretary or the Administrator 
of the Centers for Medicare & Medicaid Serv-
ices is redelegated to the Administrator 
under this section, any reference to the Sec-
retary or the Administrator of the Centers 
for Medicare & Medicaid Services in this 
title or title XI with respect to such respon-
sibility is deemed to be a reference to the 
Administrator. 

‘‘(d) OFFICE OF BENEFICIARY ASSISTANCE.—
‘‘(1) ESTABLISHMENT.—The Secretary shall 

establish within the Medicare Benefits Ad-
ministration an Office of Beneficiary Assist-
ance to coordinate functions relating to out-
reach and education of medicare bene-
ficiaries under this title, including the func-
tions described in paragraph (2). The Office 
shall be separate operating division within 
the Administration. 

‘‘(2) DISSEMINATION OF INFORMATION ON BEN-
EFITS AND APPEALS RIGHTS.—

‘‘(A) DISSEMINATION OF BENEFITS INFORMA-
TION.—The Office of Beneficiary Assistance 
shall disseminate, directly or through con-
tract, to medicare beneficiaries, by mail, by 
posting on the Internet site of the Medicare 
Benefits Administration and through a toll-
free telephone number, information with re-
spect to the following: 

‘‘(i) Benefits, and limitations on payment 
(including cost-sharing, stop-loss provisions, 
and formulary restrictions) under parts C 
and D. 

‘‘(ii) Benefits, and limitations on payment 
under parts A and B, including information 
on medicare supplemental policies under sec-
tion 1882.

Such information shall be presented in a 
manner so that medicare beneficiaries may 
compare benefits under parts A, B, D, and 
medicare supplemental policies with benefits 
under Medicare+Choice plans under part C. 

‘‘(B) DISSEMINATION OF APPEALS RIGHTS IN-
FORMATION.—The Office of Beneficiary As-
sistance shall disseminate to medicare bene-
ficiaries in the manner provided under sub-
paragraph (A) a description of procedural 
rights (including grievance and appeals pro-
cedures) of beneficiaries under the original 
medicare fee-for-service program under parts 
A and B, the Medicare+Choice program 
under part C, and the Voluntary Prescription 
Drug Benefit Program under part D. 

‘‘(e) MEDICARE POLICY ADVISORY BOARD.—
‘‘(1) ESTABLISHMENT.—There is established 

within the Medicare Benefits Administration 
the Medicare Policy Advisory Board (in this 
section referred to the ‘Board’). The Board 
shall advise, consult with, and make rec-
ommendations to the Administrator of the 

Medicare Benefits Administration with re-
spect to the administration of parts C and D, 
including the review of payment policies 
under such parts. 

‘‘(2) REPORTS.—
‘‘(A) IN GENERAL.—With respect to matters 

of the administration of parts C and D, the 
Board shall submit to Congress and to the 
Administrator of the Medicare Benefits Ad-
ministration such reports as the Board de-
termines appropriate. Each such report may 
contain such recommendations as the Board 
determines appropriate for legislative or ad-
ministrative changes to improve the admin-
istration of such parts, including the topics 
described in subparagraph (B). Each such re-
port shall be published in the Federal Reg-
ister. 

‘‘(B) TOPICS DESCRIBED.—Reports required 
under subparagraph (A) may include the fol-
lowing topics: 

‘‘(i) FOSTERING COMPETITION.—Rec-
ommendations or proposals to increase com-
petition under parts C and D for services fur-
nished to medicare beneficiaries. 

‘‘(ii) EDUCATION AND ENROLLMENT.—Rec-
ommendations for the improvement to ef-
forts to provide medicare beneficiaries infor-
mation and education on the program under 
this title, and specifically parts C and D, and 
the program for enrollment under the title. 

‘‘(iii) IMPLEMENTATION OF RISK-ADJUST-
MENT.—Evaluation of the implementation 
under section 1853(a)(3)(C) of the risk adjust-
ment methodology to payment rates under 
that section to Medicare+Choice organiza-
tions offering Medicare+Choice plans that 
accounts for variations in per capita costs 
based on health status and other demo-
graphic factors. 

‘‘(iv) DISEASE MANAGEMENT PROGRAMS.—
Recommendations on the incorporation of 
disease management programs under parts C 
and D. 

‘‘(v) RURAL ACCESS.—Recommendations to 
improve competition and access to plans 
under parts C and D in rural areas. 

‘‘(C) MAINTAINING INDEPENDENCE OF 
BOARD.—The Board shall directly submit to 
Congress reports required under subpara-
graph (A). No officer or agency of the United 
States may require the Board to submit to 
any officer or agency of the United States 
for approval, comments, or review, prior to 
the submission to Congress of such reports. 

‘‘(3) DUTY OF ADMINISTRATOR OF MEDICARE 
BENEFITS ADMINISTRATION.—With respect to 
any report submitted by the Board under 
paragraph (2)(A), not later than 90 days after 
the report is submitted, the Administrator of 
the Medicare Benefits Administration shall 
submit to Congress and the President an 
analysis of recommendations made by the 
Board in such report. Each such analysis 
shall be published in the Federal Register. 

‘‘(4) MEMBERSHIP.—
‘‘(A) APPOINTMENT.—Subject to the suc-

ceeding provisions of this paragraph, the 
Board shall consist of seven members to be 
appointed as follows: 

‘‘(i) Three members shall be appointed by 
the President. 

‘‘(ii) Two members shall be appointed by 
the Speaker of the House of Representatives, 
with the advice of the chairmen and the 
ranking minority members of the Commit-
tees on Ways and Means and on Energy and 
Commerce of the House of Representatives. 

‘‘(iii) Two members shall be appointed by 
the President pro tempore of the Senate with 
the advice of the chairman and the ranking 
minority member of the Senate Committee 
on Finance. 

‘‘(B) QUALIFICATIONS.—The members shall 
be chosen on the basis of their integrity, im-
partiality, and good judgment, and shall be 
individuals who are, by reason of their edu-
cation and experience in health care benefits 

management, exceptionally qualified to per-
form the duties of members of the Board. 

‘‘(C) PROHIBITION ON INCLUSION OF FEDERAL 
EMPLOYEES.—No officer or employee of the 
United States may serve as a member of the 
Board. 

‘‘(5) COMPENSATION.—Members of the Board 
shall receive, for each day (including travel 
time) they are engaged in the performance of 
the functions of the board, compensation at 
rates not to exceed the daily equivalent to 
the annual rate in effect for level IV of the 
Executive Schedule under section 5315 of 
title 5, United States Code. 

‘‘(6) TERMS OF OFFICE.—
‘‘(A) IN GENERAL.—The term of office of 

members of the Board shall be 3 years. 
‘‘(B) TERMS OF INITIAL APPOINTEES.—As 

designated by the President at the time of 
appointment, of the members first ap-
pointed—

‘‘(i) one shall be appointed for a term of 1 
year; 

‘‘(ii) three shall be appointed for terms of 
2 years; and 

‘‘(iii) three shall be appointed for terms of 
3 years. 

‘‘(C) REAPPOINTMENTS.—Any person ap-
pointed as a member of the Board may not 
serve for more than 8 years. 

‘‘(D) VACANCY.—Any member appointed to 
fill a vacancy occurring before the expira-
tion of the term for which the member’s 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem-
ber may serve after the expiration of that 
member’s term until a successor has taken 
office. A vacancy in the Board shall be filled 
in the manner in which the original appoint-
ment was made. 

‘‘(7) CHAIR.—The Chair of the Board shall 
be elected by the members. The term of of-
fice of the Chair shall be 3 years. 

‘‘(8) MEETINGS.—The Board shall meet at 
the call of the Chair, but in no event less 
than three times during each fiscal year. 

‘‘(9) DIRECTOR AND STAFF.—
‘‘(A) APPOINTMENT OF DIRECTOR.—The 

Board shall have a Director who shall be ap-
pointed by the Chair. 

‘‘(B) IN GENERAL.—With the approval of the 
Board, the Director may appoint, without re-
gard to chapter 31 of title 5, United States 
Code, such additional personnel as the Direc-
tor considers appropriate. 

‘‘(C) FLEXIBILITY WITH RESPECT TO COM-
PENSATION.—

‘‘(i) IN GENERAL.—The Director and staff of 
the Board shall, subject to clause (ii), be paid 
without regard to the provisions of chapter 
51 and chapter 53 of such title (relating to 
classification and schedule pay rates). 

‘‘(ii) MAXIMUM RATE.—In no case may the 
rate of compensation determined under 
clause (i) exceed the rate of basic pay pay-
able for level IV of the Executive Schedule 
under section 5315 of title 5, United States 
Code. 

‘‘(D) ASSISTANCE FROM THE ADMINISTRATOR 
OF THE MEDICARE BENEFITS ADMINISTRATION.—
The Administrator of the Medicare Benefits 
Administration shall make available to the 
Board such information and other assistance 
as it may require to carry out its functions. 

‘‘(10) CONTRACT AUTHORITY.—The Board 
may contract with and compensate govern-
ment and private agencies or persons to 
carry out its duties under this subsection, 
without regard to section 3709 of the Revised 
Statutes (41 U.S.C. 5). 

‘‘(f) FUNDING.—There is authorized to be 
appropriated, in appropriate part from the 
Federal Hospital Insurance Trust Fund and 
from the Federal Supplementary Medical In-
surance Trust Fund (including the Medicare 
Prescription Drug Account), such sums as 
are necessary to carry out this section.’’. 

(b) EFFECTIVE DATE.—
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(1) IN GENERAL.—The amendment made by 

subsection (a) shall take effect on the date of 
the enactment of this Act. 

(2) TIMING OF INITIAL APPOINTMENTS.—The 
Administrator and Deputy Administrator of 
the Medicare Benefits Administration may 
not be appointed before March 1, 2003. 

(3) DUTIES WITH RESPECT TO ELIGIBILITY DE-
TERMINATIONS AND ENROLLMENT.—The Ad-
ministrator of the Medicare Benefits Admin-
istration shall carry out enrollment under 
title XVIII of the Social Security Act, make 
eligibility determinations under such title, 
and carry out part C of such title for years 
beginning or after January 1, 2005. 

(4) TRANSITION.—Before the date the Ad-
ministrator of the Medicare Benefits Admin-
istration is appointed and assumes respon-
sibilities under this section and section 1807 
of the Social Security Act, the Secretary of 
Health and Human Services shall provide for 
the conduct of any responsibilities of such 
Administrator that are otherwise provided 
under law. 

(c) MISCELLANEOUS ADMINISTRATIVE PROVI-
SIONS.—

(1) ADMINISTRATOR AS MEMBER OF THE 
BOARD OF TRUSTEES OF THE MEDICARE TRUST 
FUNDS.—Section 1817(b) and section 1841(b) 
(42 U.S.C. 1395i(b), 1395t(b)) are each amended 
by striking ‘‘and the Secretary of Health and 
Human Services, all ex officio,’’ and insert-
ing ‘‘the Secretary of Health and Human 
Services, and the Administrator of the Medi-
care Benefits Administration, all ex offi-
cio,’’. 

(2) INCREASE IN GRADE TO EXECUTIVE LEVEL 
III FOR THE ADMINISTRATOR OF THE CENTERS 
FOR MEDICARE & MEDICAID SERVICES; LEVEL 
FOR MEDICARE BENEFITS ADMINISTRATOR.—

(A) IN GENERAL.—Section 5314 of title 5, 
United States Code, by adding at the end the 
following: 

‘‘Administrator of the Centers for Medi-
care & Medicaid Services . 

‘‘Administrator of the Medicare Benefits 
Administration.’’. 

(B) CONFORMING AMENDMENT.—Section 5315 
of such title is amended by striking ‘‘Admin-
istrator of the Health Care Financing Ad-
ministration.’’. 

(C) EFFECTIVE DATE.—The amendments 
made by this paragraph take effect on Janu-
ary 1, 2003. 

TITLE VIII—REGULATORY REDUCTION 
AND CONTRACTING REFORM 
Subtitle A—Regulatory Reform 

SEC. 801. CONSTRUCTION; DEFINITION OF SUP-
PLIER. 

(a) CONSTRUCTION.—Nothing in this title 
shall be construed—

(1) to compromise or affect existing legal 
remedies for addressing fraud or abuse, 
whether it be criminal prosecution, civil en-
forcement, or administrative remedies, in-
cluding under sections 3729 through 3733 of 
title 31, United States Code (known as the 
False Claims Act); or 

(2) to prevent or impede the Department of 
Health and Human Services in any way from 
its ongoing efforts to eliminate waste, fraud, 
and abuse in the medicare program.
Furthermore, the consolidation of medicare 
administrative contracting set forth in this 
Act does not constitute consolidation of the 
Federal Hospital Insurance Trust Fund and 
the Federal Supplementary Medical Insur-
ance Trust Fund or reflect any position on 
that issue. 

(b) DEFINITION OF SUPPLIER.—Section 1861 
(42 U.S.C. 1395x) is amended by inserting 
after subsection (c) the following new sub-
section: 

‘‘Supplier 
‘‘(d) The term ‘supplier’ means, unless the 

context otherwise requires, a physician or 

other practitioner, a facility, or other entity 
(other than a provider of services) that fur-
nishes items or services under this title.’’. 
SEC. 802. ISSUANCE OF REGULATIONS. 

(a) CONSOLIDATION OF PROMULGATION TO 
ONCE A MONTH.—

(1) IN GENERAL.—Section 1871 (42 U.S.C. 
1395hh) is amended by adding at the end the 
following new subsection: 

‘‘(d)(1) Subject to paragraph (2), the Sec-
retary shall issue proposed or final (includ-
ing interim final) regulations to carry out 
this title only on one business day of every 
month. 

‘‘(2) The Secretary may issue a proposed or 
final regulation described in paragraph (1) on 
any other day than the day described in 
paragraph (1) if the Secretary—

‘‘(A) finds that issuance of such regulation 
on another day is necessary to comply with 
requirements under law; or 

‘‘(B) finds that with respect to that regula-
tion the limitation of issuance on the date 
described in paragraph (1) is contrary to the 
public interest. 
If the Secretary makes a finding under this 
paragraph, the Secretary shall include such 
finding, and brief statement of the reasons 
for such finding, in the issuance of such reg-
ulation. 

‘‘(3) The Secretary shall coordinate 
issuance of new regulations described in 
paragraph (1) relating to a category of pro-
vider of services or suppliers based on an 
analysis of the collective impact of regu-
latory changes on that category of providers 
or suppliers.’’. 

(2) GAO REPORT ON PUBLICATION OF REGULA-
TIONS ON A QUARTERLY BASIS.—Not later than 
3 years after the date of the enactment of 
this Act, the Comptroller General of the 
United States shall submit to Congress a re-
port on the feasibility of requiring that regu-
lations described in section 1871(d) of the So-
cial Security Act be promulgated on a quar-
terly basis rather than on a monthly basis. 

(3) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to regula-
tions promulgated on or after the date that 
is 30 days after the date of the enactment of 
this Act. 

(b) REGULAR TIMELINE FOR PUBLICATION OF 
FINAL RULES.—

(1) IN GENERAL.—Section 1871(a) (42 U.S.C. 
1395hh(a)) is amended by adding at the end 
the following new paragraph: 

‘‘(3)(A) The Secretary, in consultation with 
the Director of the Office of Management 
and Budget, shall establish and publish a 
regular timeline for the publication of final 
regulations based on the previous publica-
tion of a proposed regulation or an interim 
final regulation. 

‘‘(B) Such timeline may vary among dif-
ferent regulations based on differences in the 
complexity of the regulation, the number 
and scope of comments received, and other 
relevant factors, but shall not be longer than 
3 years except under exceptional cir-
cumstances. If the Secretary intends to vary 
such timeline with respect to the publication 
of a final regulation, the Secretary shall 
cause to have published in the Federal Reg-
ister notice of the different timeline by not 
later than the timeline previously estab-
lished with respect to such regulation. Such 
notice shall include a brief explanation of 
the justification for such variation. 

‘‘(C) In the case of interim final regula-
tions, upon the expiration of the regular 
timeline established under this paragraph for 
the publication of a final regulation after op-
portunity for public comment, the interim 
final regulation shall not continue in effect 
unless the Secretary publishes (at the end of 
the regular timeline and, if applicable, at the 
end of each succeeding 1-year period) a no-

tice of continuation of the regulation that 
includes an explanation of why the regular 
timeline (and any subsequent 1-year exten-
sion) was not complied with. If such a notice 
is published, the regular timeline (or such 
timeline as previously extended under this 
paragraph) for publication of the final regu-
lation shall be treated as having been ex-
tended for 1 additional year. 

‘‘(D) The Secretary shall annually submit 
to Congress a report that describes the in-
stances in which the Secretary failed to pub-
lish a final regulation within the applicable 
regular timeline under this paragraph and 
that provides an explanation for such fail-
ures.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act. The 
Secretary shall provide for an appropriate 
transition to take into account the backlog 
of previously published interim final regula-
tions. 

(c) LIMITATIONS ON NEW MATTER IN FINAL 
REGULATIONS.—

(1) IN GENERAL.—Section 1871(a) (42 U.S.C. 
1395hh(a)), as amended by subsection (b), is 
further amended by adding at the end the 
following new paragraph: 

‘‘(4) If the Secretary publishes notice of 
proposed rulemaking relating to a regulation 
(including an interim final regulation), inso-
far as such final regulation includes a provi-
sion that is not a logical outgrowth of such 
notice of proposed rulemaking, that provi-
sion shall be treated as a proposed regulation 
and shall not take effect until there is the 
further opportunity for public comment and 
a publication of the provision again as a 
final regulation.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to final 
regulations published on or after the date of 
the enactment of this Act. 
SEC. 803. COMPLIANCE WITH CHANGES IN REGU-

LATIONS AND POLICIES. 
(a) NO RETROACTIVE APPLICATION OF SUB-

STANTIVE CHANGES.—
(1) IN GENERAL.—Section 1871 (42 U.S.C. 

1395hh), as amended by section 802(a), is 
amended by adding at the end the following 
new subsection: 

‘‘(e)(1)(A) A substantive change in regula-
tions, manual instructions, interpretative 
rules, statements of policy, or guidelines of 
general applicability under this title shall 
not be applied (by extrapolation or other-
wise) retroactively to items and services fur-
nished before the effective date of the 
change, unless the Secretary determines 
that—

‘‘(i) such retroactive application is nec-
essary to comply with statutory require-
ments; or 

‘‘(ii) failure to apply the change retro-
actively would be contrary to the public in-
terest.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to sub-
stantive changes issued on or after the date 
of the enactment of this Act. 

(b) TIMELINE FOR COMPLIANCE WITH SUB-
STANTIVE CHANGES AFTER NOTICE.—

(1) IN GENERAL.—Section 1871(e)(1), as 
added by subsection (a), is amended by add-
ing at the end the following: 

‘‘(B)(i) Except as provided in clause (ii), a 
substantive change referred to in subpara-
graph (A) shall not become effective before 
the end of the 30-day period that begins on 
the date that the Secretary has issued or 
published, as the case may be, the sub-
stantive change. 

‘‘(ii) The Secretary may provide for such a 
substantive change to take effect on a date 
that precedes the end of the 30-day period 
under clause (i) if the Secretary finds that 
waiver of such 30-day period is necessary to 
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comply with statutory requirements or that 
the application of such 30-day period is con-
trary to the public interest. If the Secretary 
provides for an earlier effective date pursu-
ant to this clause, the Secretary shall in-
clude in the issuance or publication of the 
substantive change a finding described in the 
first sentence, and a brief statement of the 
reasons for such finding. 

‘‘(C) No action shall be taken against a 
provider of services or supplier with respect 
to noncompliance with such a substantive 
change for items and services furnished be-
fore the effective date of such a change.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to compli-
ance actions undertaken on or after the date 
of the enactment of this Act. 

(c) RELIANCE ON GUIDANCE.—
(1) IN GENERAL.—Section 1871(e), as added 

by subsection (a), is further amended by add-
ing at the end the following new paragraph: 

‘‘(2)(A) If—
‘‘(i) a provider of services or supplier fol-

lows the written guidance (which may be 
transmitted electronically) provided by the 
Secretary or by a medicare contractor (as 
defined in section 1889(g)) acting within the 
scope of the contractor’s contract authority, 
with respect to the furnishing of items or 
services and submission of a claim for bene-
fits for such items or services with respect to 
such provider or supplier; 

‘‘(ii) the Secretary determines that the 
provider of services or supplier has accu-
rately presented the circumstances relating 
to such items, services, and claim to the con-
tractor in writing; and 

‘‘(iii) the guidance was in error; 
the provider of services or supplier shall not 
be subject to any sanction (including any 
penalty or requirement for repayment of any 
amount) if the provider of services or sup-
plier reasonably relied on such guidance. 

‘‘(B) Subparagraph (A) shall not be con-
strued as preventing the recoupment or re-
payment (without any additional penalty) 
relating to an overpayment insofar as the 
overpayment was solely the result of a cler-
ical or technical operational error.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act but 
shall not apply to any sanction for which no-
tice was provided on or before the date of the 
enactment of this Act. 
SEC. 804. REPORTS AND STUDIES RELATING TO 

REGULATORY REFORM. 
(a) GAO STUDY ON ADVISORY OPINION AU-

THORITY.—
(1) STUDY.—The Comptroller General of the 

United States shall conduct a study to deter-
mine the feasibility and appropriateness of 
establishing in the Secretary authority to 
provide legally binding advisory opinions on 
appropriate interpretation and application of 
regulations to carry out the medicare pro-
gram under title XVIII of the Social Secu-
rity Act. Such study shall examine the ap-
propriate timeframe for issuing such advi-
sory opinions, as well as the need for addi-
tional staff and funding to provide such opin-
ions. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than January 1, 2004. 

(b) REPORT ON LEGAL AND REGULATORY IN-
CONSISTENCIES.—Section 1871 (42 U.S.C. 
1395hh), as amended by section 803(a), is 
amended by adding at the end the following 
new subsection: 

‘‘(f)(1) Not later than 2 years after the date 
of the enactment of this subsection, and 
every 2 years thereafter, the Secretary shall 
submit to Congress a report with respect to 
the administration of this title and areas of 
inconsistency or conflict among the various 
provisions under law and regulation. 

‘‘(2) In preparing a report under paragraph 
(1), the Secretary shall collect—

‘‘(A) information from individuals entitled 
to benefits under part A or enrolled under 
part B, or both, providers of services, and 
suppliers and from the Medicare Beneficiary 
Ombudsman and the Medicare Provider Om-
budsman with respect to such areas of incon-
sistency and conflict; and 

‘‘(B) information from medicare contrac-
tors that tracks the nature of written and 
telephone inquiries. 

‘‘(3) A report under paragraph (1) shall in-
clude a description of efforts by the Sec-
retary to reduce such inconsistency or con-
flicts, and recommendations for legislation 
or administrative action that the Secretary 
determines appropriate to further reduce 
such inconsistency or conflicts.’’. 

Subtitle B—Contracting Reform 
SEC. 811. INCREASED FLEXIBILITY IN MEDICARE 

ADMINISTRATION. 
(a) CONSOLIDATION AND FLEXIBILITY IN 

MEDICARE ADMINISTRATION.—
(1) IN GENERAL.—Title XVIII is amended by 

inserting after section 1874 the following new 
section: 
‘‘CONTRACTS WITH MEDICARE ADMINISTRATIVE 

CONTRACTORS 
‘‘SEC. 1874A. (a) AUTHORITY.—
‘‘(1) AUTHORITY TO ENTER INTO CON-

TRACTS.—The Secretary may enter into con-
tracts with any eligible entity to serve as a 
medicare administrative contractor with re-
spect to the performance of any or all of the 
functions described in paragraph (4) or parts 
of those functions (or, to the extent provided 
in a contract, to secure performance thereof 
by other entities). 

‘‘(2) ELIGIBILITY OF ENTITIES.—An entity is 
eligible to enter into a contract with respect 
to the performance of a particular function 
described in paragraph (4) only if—

‘‘(A) the entity has demonstrated capa-
bility to carry out such function; 

‘‘(B) the entity complies with such conflict 
of interest standards as are generally appli-
cable to Federal acquisition and procure-
ment; 

‘‘(C) the entity has sufficient assets to fi-
nancially support the performance of such 
function; and 

‘‘(D) the entity meets such other require-
ments as the Secretary may impose. 

‘‘(3) MEDICARE ADMINISTRATIVE CONTRACTOR 
DEFINED.—For purposes of this title and title 
XI—

‘‘(A) IN GENERAL.—The term ‘medicare ad-
ministrative contractor’ means an agency, 
organization, or other person with a contract 
under this section. 

‘‘(B) APPROPRIATE MEDICARE ADMINISTRA-
TIVE CONTRACTOR.—With respect to the per-
formance of a particular function in relation 
to an individual entitled to benefits under 
part A or enrolled under part B, or both, a 
specific provider of services or supplier (or 
class of such providers of services or sup-
pliers), the ‘appropriate’ medicare adminis-
trative contractor is the medicare adminis-
trative contractor that has a contract under 
this section with respect to the performance 
of that function in relation to that indi-
vidual, provider of services or supplier or 
class of provider of services or supplier. 

‘‘(4) FUNCTIONS DESCRIBED.—The functions 
referred to in paragraphs (1) and (2) are pay-
ment functions, provider services functions, 
and functions relating to services furnished 
to individuals entitled to benefits under part 
A or enrolled under part B, or both, as fol-
lows: 

‘‘(A) DETERMINATION OF PAYMENT 
AMOUNTS.—Determining (subject to the pro-
visions of section 1878 and to such review by 
the Secretary as may be provided for by the 
contracts) the amount of the payments re-

quired pursuant to this title to be made to 
providers of services, suppliers and individ-
uals. 

‘‘(B) MAKING PAYMENTS.—Making pay-
ments described in subparagraph (A) (includ-
ing receipt, disbursement, and accounting 
for funds in making such payments). 

‘‘(C) BENEFICIARY EDUCATION AND ASSIST-
ANCE.—Providing education and outreach to 
individuals entitled to benefits under part A 
or enrolled under part B, or both, and pro-
viding assistance to those individuals with 
specific issues, concerns or problems. 

‘‘(D) PROVIDER CONSULTATIVE SERVICES.—
Providing consultative services to institu-
tions, agencies, and other persons to enable 
them to establish and maintain fiscal 
records necessary for purposes of this title 
and otherwise to qualify as providers of serv-
ices or suppliers. 

‘‘(E) COMMUNICATION WITH PROVIDERS.—
Communicating to providers of services and 
suppliers any information or instructions 
furnished to the medicare administrative 
contractor by the Secretary, and facilitating 
communication between such providers and 
suppliers and the Secretary. 

‘‘(F) PROVIDER EDUCATION AND TECHNICAL 
ASSISTANCE.—Performing the functions relat-
ing to provider education, training, and tech-
nical assistance. 

‘‘(G) ADDITIONAL FUNCTIONS.—Performing 
such other functions as are necessary to 
carry out the purposes of this title. 

‘‘(5) RELATIONSHIP TO MIP CONTRACTS.—
‘‘(A) NONDUPLICATION OF DUTIES.—In enter-

ing into contracts under this section, the 
Secretary shall assure that functions of 
medicare administrative contractors in car-
rying out activities under parts A and B do 
not duplicate activities carried out under the 
Medicare Integrity Program under section 
1893. The previous sentence shall not apply 
with respect to the activity described in sec-
tion 1893(b)(5) (relating to prior authoriza-
tion of certain items of durable medical 
equipment under section 1834(a)(15)). 

‘‘(B) CONSTRUCTION.—An entity shall not be 
treated as a medicare administrative con-
tractor merely by reason of having entered 
into a contract with the Secretary under sec-
tion 1893. 

‘‘(6) APPLICATION OF FEDERAL ACQUISITION 
REGULATION.—Except to the extent incon-
sistent with a specific requirement of this 
title, the Federal Acquisition Regulation ap-
plies to contracts under this title. 

‘‘(b) CONTRACTING REQUIREMENTS.—
‘‘(1) USE OF COMPETITIVE PROCEDURES.—
‘‘(A) IN GENERAL.—Except as provided in 

laws with general applicability to Federal 
acquisition and procurement or in subpara-
graph (B), the Secretary shall use competi-
tive procedures when entering into contracts 
with medicare administrative contractors 
under this section, taking into account per-
formance quality as well as price and other 
factors. 

‘‘(B) RENEWAL OF CONTRACTS.—The Sec-
retary may renew a contract with a medi-
care administrative contractor under this 
section from term to term without regard to 
section 5 of title 41, United States Code, or 
any other provision of law requiring com-
petition, if the medicare administrative con-
tractor has met or exceeded the performance 
requirements applicable with respect to the 
contract and contractor, except that the 
Secretary shall provide for the application of 
competitive procedures under such a con-
tract not less frequently than once every five 
years. 

‘‘(C) TRANSFER OF FUNCTIONS.—The Sec-
retary may transfer functions among medi-
care administrative contractors consistent 
with the provisions of this paragraph. The 
Secretary shall ensure that performance 
quality is considered in such transfers. The 
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Secretary shall provide public notice (wheth-
er in the Federal Register or otherwise) of 
any such transfer (including a description of 
the functions so transferred, a description of 
the providers of services and suppliers af-
fected by such transfer, and contact informa-
tion for the contractors involved). 

‘‘(D) INCENTIVES FOR QUALITY.—The Sec-
retary shall provide incentives for medicare 
administrative contractors to provide qual-
ity service and to promote efficiency. 

‘‘(2) COMPLIANCE WITH REQUIREMENTS.—No 
contract under this section shall be entered 
into with any medicare administrative con-
tractor unless the Secretary finds that such 
medicare administrative contractor will per-
form its obligations under the contract effi-
ciently and effectively and will meet such re-
quirements as to financial responsibility, 
legal authority, quality of services provided, 
and other matters as the Secretary finds per-
tinent. 

‘‘(3) PERFORMANCE REQUIREMENTS.—
‘‘(A) DEVELOPMENT OF SPECIFIC PERFORM-

ANCE REQUIREMENTS.—In developing contract 
performance requirements, the Secretary 
shall develop performance requirements ap-
plicable to functions described in subsection 
(a)(4). 

‘‘(B) CONSULTATION.— In developing such 
requirements, the Secretary may consult 
with providers of services and suppliers, or-
ganizations representing individuals entitled 
to benefits under part A or enrolled under 
part B, or both, and organizations and agen-
cies performing functions necessary to carry 
out the purposes of this section with respect 
to such performance requirements. 

‘‘(C) INCLUSION IN CONTRACTS.—All con-
tractor performance requirements shall be 
set forth in the contract between the Sec-
retary and the appropriate medicare admin-
istrative contractor. Such performance re-
quirements—

‘‘(i) shall reflect the performance require-
ments developed under subparagraph (A), but 
may include additional performance require-
ments; 

‘‘(ii) shall be used for evaluating con-
tractor performance under the contract; and 

‘‘(iii) shall be consistent with the written 
statement of work provided under the con-
tract. 

‘‘(4) INFORMATION REQUIREMENTS.—The Sec-
retary shall not enter into a contract with a 
medicare administrative contractor under 
this section unless the contractor agrees—

‘‘(A) to furnish to the Secretary such time-
ly information and reports as the Secretary 
may find necessary in performing his func-
tions under this title; and 

‘‘(B) to maintain such records and afford 
such access thereto as the Secretary finds 
necessary to assure the correctness and 
verification of the information and reports 
under subparagraph (A) and otherwise to 
carry out the purposes of this title. 

‘‘(5) SURETY BOND.—A contract with a 
medicare administrative contractor under 
this section may require the medicare ad-
ministrative contractor, and any of its offi-
cers or employees certifying payments or 
disbursing funds pursuant to the contract, or 
otherwise participating in carrying out the 
contract, to give surety bond to the United 
States in such amount as the Secretary may 
deem appropriate. 

‘‘(c) TERMS AND CONDITIONS.—
‘‘(1) IN GENERAL.—A contract with any 

medicare administrative contractor under 
this section may contain such terms and 
conditions as the Secretary finds necessary 
or appropriate and may provide for advances 
of funds to the medicare administrative con-
tractor for the making of payments by it 
under subsection (a)(4)(B). 

‘‘(2) PROHIBITION ON MANDATES FOR CERTAIN 
DATA COLLECTION.—The Secretary may not 

require, as a condition of entering into, or 
renewing, a contract under this section, that 
the medicare administrative contractor 
match data obtained other than in its activi-
ties under this title with data used in the ad-
ministration of this title for purposes of 
identifying situations in which the provi-
sions of section 1862(b) may apply. 

‘‘(d) LIMITATION ON LIABILITY OF MEDICARE 
ADMINISTRATIVE CONTRACTORS AND CERTAIN 
OFFICERS.—

‘‘(1) CERTIFYING OFFICER.—No individual 
designated pursuant to a contract under this 
section as a certifying officer shall, in the 
absence of gross negligence or intent to de-
fraud the United States, be liable with re-
spect to any payments certified by the indi-
vidual under this section. 

‘‘(2) DISBURSING OFFICER.—No disbursing 
officer shall, in the absence of gross neg-
ligence or intent to defraud the United 
States, be liable with respect to any pay-
ment by such officer under this section if it 
was based upon an authorization (which 
meets the applicable requirements for such 
internal controls established by the Comp-
troller General) of a certifying officer des-
ignated as provided in paragraph (1) of this 
subsection. 

‘‘(3) LIABILITY OF MEDICARE ADMINISTRATIVE 
CONTRACTOR.—No medicare administrative 
contractor shall be liable to the United 
States for a payment by a certifying or dis-
bursing officer unless in connection with 
such payment or in the supervision of or se-
lection of such officer the medicare adminis-
trative contractor acted with gross neg-
ligence. 

‘‘(4) INDEMNIFICATION BY SECRETARY.—
‘‘(A) IN GENERAL.—Subject to subpara-

graphs (B) and (D), in the case of a medicare 
administrative contractor (or a person who 
is a director, officer, or employee of such a 
contractor or who is engaged by the con-
tractor to participate directly in the claims 
administration process) who is made a party 
to any judicial or administrative proceeding 
arising from or relating directly to the 
claims administration process under this 
title, the Secretary may, to the extent the 
Secretary determines to be appropriate and 
as specified in the contract with the con-
tractor, indemnify the contractor and such 
persons. 

‘‘(B) CONDITIONS.—The Secretary may not 
provide indemnification under subparagraph 
(A) insofar as the liability for such costs 
arises directly from conduct that is deter-
mined by the judicial proceeding or by the 
Secretary to be criminal in nature, fraudu-
lent, or grossly negligent. If indemnification 
is provided by the Secretary with respect to 
a contractor before a determination that 
such costs arose directly from such conduct, 
the contractor shall reimburse the Secretary 
for costs of indemnification. 

‘‘(C) SCOPE OF INDEMNIFICATION.—Indem-
nification by the Secretary under subpara-
graph (A) may include payment of judg-
ments, settlements (subject to subparagraph 
(D)), awards, and costs (including reasonable 
legal expenses). 

‘‘(D) WRITTEN APPROVAL FOR SETTLE-
MENTS.—A contractor or other person de-
scribed in subparagraph (A) may not propose 
to negotiate a settlement or compromise of a 
proceeding described in such subparagraph 
without the prior written approval of the 
Secretary to negotiate such settlement or 
compromise. Any indemnification under sub-
paragraph (A) with respect to amounts paid 
under a settlement or compromise of a pro-
ceeding described in such subparagraph are 
conditioned upon prior written approval by 
the Secretary of the final settlement or com-
promise. 

‘‘(E) CONSTRUCTION.—Nothing in this para-
graph shall be construed—

‘‘(i) to change any common law immunity 
that may be available to a medicare admin-
istrative contractor or person described in 
subparagraph (A); or 

‘‘(ii) to permit the payment of costs not 
otherwise allowable, reasonable, or allocable 
under the Federal Acquisition Regulations.’’. 

(2) CONSIDERATION OF INCORPORATION OF 
CURRENT LAW STANDARDS.—In developing 
contract performance requirements under 
section 1874A(b) of the Social Security Act, 
as inserted by paragraph (1), the Secretary 
shall consider inclusion of the performance 
standards described in sections 1816(f)(2) of 
such Act (relating to timely processing of re-
considerations and applications for exemp-
tions) and section 1842(b)(2)(B) of such Act 
(relating to timely review of determinations 
and fair hearing requests), as such sections 
were in effect before the date of the enact-
ment of this Act. 

(b) CONFORMING AMENDMENTS TO SECTION 
1816 (RELATING TO FISCAL INTERMEDIARIES).—
Section 1816 (42 U.S.C. 1395h) is amended as 
follows: 

(1) The heading is amended to read as fol-
lows: 

‘‘PROVISIONS RELATING TO THE 
ADMINISTRATION OF PART A’’. 

(2) Subsection (a) is amended to read as 
follows: 

‘‘(a) The administration of this part shall 
be conducted through contracts with medi-
care administrative contractors under sec-
tion 1874A.’’. 

(3) Subsection (b) is repealed. 
(4) Subsection (c) is amended—
(A) by striking paragraph (1); and 
(B) in each of paragraphs (2)(A) and (3)(A), 

by striking ‘‘agreement under this section’’ 
and inserting ‘‘contract under section 1874A 
that provides for making payments under 
this part’’. 

(5) Subsections (d) through (i) are repealed. 
(6) Subsections (j) and (k) are each amend-

ed—
(A) by striking ‘‘An agreement with an 

agency or organization under this section’’ 
and inserting ‘‘A contract with a medicare 
administrative contractor under section 
1874A with respect to the administration of 
this part’’; and 

(B) by striking ‘‘such agency or organiza-
tion’’ and inserting ‘‘such medicare adminis-
trative contractor’’ each place it appears. 

(7) Subsection (l) is repealed. 
(c) CONFORMING AMENDMENTS TO SECTION 

1842 (RELATING TO CARRIERS).—Section 1842 
(42 U.S.C. 1395u) is amended as follows: 

(1) The heading is amended to read as fol-
lows: 

‘‘PROVISIONS RELATING TO THE 
ADMINISTRATION OF PART B’’. 

(2) Subsection (a) is amended to read as 
follows: 

‘‘(a) The administration of this part shall 
be conducted through contracts with medi-
care administrative contractors under sec-
tion 1874A.’’. 

(3) Subsection (b) is amended—
(A) by striking paragraph (1); 
(B) in paragraph (2)—
(i) by striking subparagraphs (A) and (B); 
(ii) in subparagraph (C), by striking ‘‘car-

riers’’ and inserting ‘‘medicare administra-
tive contractors’’; and 

(iii) by striking subparagraphs (D) and (E); 
(C) in paragraph (3)—
(i) in the matter before subparagraph (A), 

by striking ‘‘Each such contract shall pro-
vide that the carrier’’ and inserting ‘‘The 
Secretary’’; 

(ii) by striking ‘‘will’’ the first place it ap-
pears in each of subparagraphs (A), (B), (F), 
(G), (H), and (L) and inserting ‘‘shall’’; 

(iii) in subparagraph (B), in the matter be-
fore clause (i), by striking ‘‘to the policy-
holders and subscribers of the carrier’’ and 
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inserting ‘‘to the policyholders and sub-
scribers of the medicare administrative con-
tractor’’; 

(iv) by striking subparagraphs (C), (D), and 
(E); 

(v) in subparagraph (H)—
(I) by striking ‘‘if it makes determinations 

or payments with respect to physicians’ 
services,’’; and 

(II) by striking ‘‘carrier’’ and inserting 
‘‘medicare administrative contractor’’; 

(vi) by striking subparagraph (I); 
(vii) in subparagraph (L), by striking the 

semicolon and inserting a period; 
(viii) in the first sentence, after subpara-

graph (L), by striking ‘‘and shall contain’’ 
and all that follows through the period; and 

(ix) in the seventh sentence, by inserting 
‘‘medicare administrative contractor,’’ after 
‘‘carrier,’’; and 

(D) by striking paragraph (5); 
(E) in paragraph (6)(D)(iv), by striking 

‘‘carrier’’ and inserting ‘‘medicare adminis-
trative contractor’’; and 

(F) in paragraph (7), by striking ‘‘the car-
rier’’ and inserting ‘‘the Secretary’’ each 
place it appears. 

(4) Subsection (c) is amended—
(A) by striking paragraph (1); 
(B) in paragraph (2), by striking ‘‘contract 

under this section which provides for the dis-
bursement of funds, as described in sub-
section (a)(1)(B),’’ and inserting ‘‘contract 
under section 1874A that provides for making 
payments under this part’’; 

(C) in paragraph (3)(A), by striking ‘‘sub-
section (a)(1)(B)’’ and inserting ‘‘section 
1874A(a)(3)(B)’’; 

(D) in paragraph (4), by striking ‘‘carrier’’ 
and inserting ‘‘medicare administrative con-
tractor’’; and 

(E) by striking paragraphs (5) and (6). 
(5) Subsections (d), (e), and (f) are repealed. 
(6) Subsection (g) is amended by striking 

‘‘carrier or carriers’’ and inserting ‘‘medi-
care administrative contractor or contrac-
tors’’. 

(7) Subsection (h) is amended—
(A) in paragraph (2)—
(i) by striking ‘‘Each carrier having an 

agreement with the Secretary under sub-
section (a)’’ and inserting ‘‘The Secretary’’; 
and 

(ii) by striking ‘‘Each such carrier’’ and in-
serting ‘‘The Secretary’’; 

(B) in paragraph (3)(A)—
(i) by striking ‘‘a carrier having an agree-

ment with the Secretary under subsection 
(a)’’ and inserting ‘‘medicare administrative 
contractor having a contract under section 
1874A that provides for making payments 
under this part’’; and 

(ii) by striking ‘‘such carrier’’ and insert-
ing ‘‘such contractor’’; 

(C) in paragraph (3)(B)—
(i) by striking ‘‘a carrier’’ and inserting ‘‘a 

medicare administrative contractor’’ each 
place it appears; and 

(ii) by striking ‘‘the carrier’’ and inserting 
‘‘the contractor’’ each place it appears; and 

(D) in paragraphs (5)(A) and (5)(B)(iii), by 
striking ‘‘carriers’’ and inserting ‘‘medicare 
administrative contractors’’ each place it 
appears. 

(8) Subsection (l) is amended—
(A) in paragraph (1)(A)(iii), by striking 

‘‘carrier’’ and inserting ‘‘medicare adminis-
trative contractor’’; and 

(B) in paragraph (2), by striking ‘‘carrier’’ 
and inserting ‘‘medicare administrative con-
tractor’’. 

(9) Subsection (p)(3)(A) is amended by 
striking ‘‘carrier’’ and inserting ‘‘medicare 
administrative contractor’’. 

(10) Subsection (q)(1)(A) is amended by 
striking ‘‘carrier’’. 

(d) EFFECTIVE DATE; TRANSITION RULE.—
(1) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments 
made by this section shall take effect on Oc-
tober 1, 2004, and the Secretary is authorized 
to take such steps before such date as may 
be necessary to implement such amendments 
on a timely basis. 

(B) CONSTRUCTION FOR CURRENT CON-
TRACTS.—Such amendments shall not apply 
to contracts in effect before the date speci-
fied under subparagraph (A) that continue to 
retain the terms and conditions in effect on 
such date (except as otherwise provided 
under this Act, other than under this sec-
tion) until such date as the contract is let 
out for competitive bidding under such 
amendments. 

(C) DEADLINE FOR COMPETITIVE BIDDING.—
The Secretary shall provide for the letting 
by competitive bidding of all contracts for 
functions of medicare administrative con-
tractors for annual contract periods that 
begin on or after October 1, 2009. 

(D) WAIVER OF PROVIDER NOMINATION PROVI-
SIONS DURING TRANSITION.—During the period 
beginning on the date of the enactment of 
this Act and before the date specified under 
subparagraph (A), the Secretary may enter 
into new agreements under section 1816 of 
the Social Security Act (42 U.S.C. 1395h) 
without regard to any of the provider nomi-
nation provisions of such section. 

(2) GENERAL TRANSITION RULES.—The Sec-
retary shall take such steps, consistent with 
paragraph (1)(B) and (1)(C), as are necessary 
to provide for an appropriate transition from 
contracts under section 1816 and section 1842 
of the Social Security Act (42 U.S.C. 1395h, 
1395u) to contracts under section 1874A, as 
added by subsection (a)(1). 

(3) AUTHORIZING CONTINUATION OF MIP FUNC-
TIONS UNDER CURRENT CONTRACTS AND AGREE-
MENTS AND UNDER ROLLOVER CONTRACTS.—The 
provisions contained in the exception in sec-
tion 1893(d)(2) of the Social Security Act (42 
U.S.C. 1395ddd(d)(2)) shall continue to apply 
notwithstanding the amendments made by 
this section, and any reference in such provi-
sions to an agreement or contract shall be 
deemed to include a contract under section 
1874A of such Act, as inserted by subsection 
(a)(1), that continues the activities referred 
to in such provisions. 

(e) REFERENCES.—On and after the effective 
date provided under subsection (d)(1), any 
reference to a fiscal intermediary or carrier 
under title XI or XVIII of the Social Secu-
rity Act (or any regulation, manual instruc-
tion, interpretative rule, statement of pol-
icy, or guideline issued to carry out such ti-
tles) shall be deemed a reference to an appro-
priate medicare administrative contractor 
(as provided under section 1874A of the So-
cial Security Act). 

(f) REPORTS ON IMPLEMENTATION.—
(1) PLAN FOR IMPLEMENTATION.—By not 

later than October 1, 2003, the Secretary 
shall submit a report to Congress and the 
Comptroller General of the United States 
that describes the plan for implementation 
of the amendments made by this section. 
The Comptroller General shall conduct an 
evaluation of such plan and shall submit to 
Congress, not later than 6 months after the 
date the report is received, a report on such 
evaluation and shall include in such report 
such recommendations as the Comptroller 
General deems appropriate. 

(2) STATUS OF IMPLEMENTATION.—The Sec-
retary shall submit a report to Congress not 
later than October 1, 2007, that describes the 
status of implementation of such amend-
ments and that includes a description of the 
following: 

(A) The number of contracts that have 
been competitively bid as of such date. 

(B) The distribution of functions among 
contracts and contractors. 

(C) A timeline for complete transition to 
full competition. 

(D) A detailed description of how the Sec-
retary has modified oversight and manage-
ment of medicare contractors to adapt to 
full competition. 
SEC. 812. REQUIREMENTS FOR INFORMATION SE-

CURITY FOR MEDICARE ADMINIS-
TRATIVE CONTRACTORS. 

(a) IN GENERAL.—Section 1874A, as added 
by section 811(a)(1), is amended by adding at 
the end the following new subsection: 

‘‘(e) REQUIREMENTS FOR INFORMATION SECU-
RITY.—

‘‘(1) DEVELOPMENT OF INFORMATION SECU-
RITY PROGRAM.—A medicare administrative 
contractor that performs the functions re-
ferred to in subparagraphs (A) and (B) of sub-
section (a)(4) (relating to determining and 
making payments) shall implement a con-
tractor-wide information security program 
to provide information security for the oper-
ation and assets of the contractor with re-
spect to such functions under this title. An 
information security program under this 
paragraph shall meet the requirements for 
information security programs imposed on 
Federal agencies under section 3534(b)(2) of 
title 44, United States Code (other than re-
quirements under subparagraphs (B)(ii), 
(F)(iii), and (F)(iv) of such section). 

‘‘(2) INDEPENDENT AUDITS.—
‘‘(A) PERFORMANCE OF ANNUAL EVALUA-

TIONS.—Each year a medicare administrative 
contractor that performs the functions re-
ferred to in subparagraphs (A) and (B) of sub-
section (a)(4) (relating to determining and 
making payments) shall undergo an evalua-
tion of the information security of the con-
tractor with respect to such functions under 
this title. The evaluation shall—

‘‘(i) be performed by an entity that meets 
such requirements for independence as the 
Inspector General of the Department of 
Health and Human Services may establish; 
and 

‘‘(ii) test the effectiveness of information 
security control techniques for an appro-
priate subset of the contractor’s information 
systems (as defined in section 3502(8) of title 
44, United States Code) relating to such func-
tions under this title and an assessment of 
compliance with the requirements of this 
subsection and related information security 
policies, procedures, standards and guide-
lines. 

‘‘(B) DEADLINE FOR INITIAL EVALUATION.—
‘‘(i) NEW CONTRACTORS.—In the case of a 

medicare administrative contractor covered 
by this subsection that has not previously 
performed the functions referred to in sub-
paragraphs (A) and (B) of subsection (a)(4) 
(relating to determining and making pay-
ments) as a fiscal intermediary or carrier 
under section 1816 or 1842, the first inde-
pendent evaluation conducted pursuant sub-
paragraph (A) shall be completed prior to 
commencing such functions. 

‘‘(ii) OTHER CONTRACTORS.—In the case of a 
medicare administrative contractor covered 
by this subsection that is not described in 
clause (i), the first independent evaluation 
conducted pursuant subparagraph (A) shall 
be completed within 1 year after the date the 
contractor commences functions referred to 
in clause (i) under this section. 

‘‘(C) REPORTS ON EVALUATIONS.—
‘‘(i) TO THE INSPECTOR GENERAL.—The re-

sults of independent evaluations under sub-
paragraph (A) shall be submitted promptly 
to the Inspector General of the Department 
of Health and Human Services. 

‘‘(ii) TO CONGRESS.—The Inspector General 
of Department of Health and Human Serv-
ices shall submit to Congress annual reports 
on the results of such evaluations.’’. 

(b) APPLICATION OF REQUIREMENTS TO FIS-
CAL INTERMEDIARIES AND CARRIERS.—
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(1) IN GENERAL.—The provisions of section 

1874A(e)(2) of the Social Security Act (other 
than subparagraph (B)), as added by sub-
section (a), shall apply to each fiscal inter-
mediary under section 1816 of the Social Se-
curity Act (42 U.S.C. 1395h) and each carrier 
under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(2) DEADLINE FOR INITIAL EVALUATION.—In 
the case of such a fiscal intermediary or car-
rier with an agreement or contract under 
such respective section in effect as of the 
date of the enactment of this Act, the first 
evaluation under section 1874A(e)(2)(A) of the 
Social Security Act (as added by subsection 
(a)), pursuant to paragraph (1), shall be com-
pleted (and a report on the evaluation sub-
mitted to the Secretary) by not later than 1 
year after such date. 

Subtitle C—Education and Outreach 
SEC. 821. PROVIDER EDUCATION AND TECH-

NICAL ASSISTANCE. 
(a) COORDINATION OF EDUCATION FUNDING.—
(1) IN GENERAL.—The Social Security Act is 

amended by inserting after section 1888 the 
following new section: 

‘‘PROVIDER EDUCATION AND TECHNICAL 
ASSISTANCE 

‘‘SEC. 1889. (a) COORDINATION OF EDUCATION 
FUNDING.—The Secretary shall coordinate 
the educational activities provided through 
medicare contractors (as defined in sub-
section (g), including under section 1893) in 
order to maximize the effectiveness of Fed-
eral education efforts for providers of serv-
ices and suppliers.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act. 

(3) REPORT.—Not later than October 1, 2003, 
the Secretary shall submit to Congress a re-
port that includes a description and evalua-
tion of the steps taken to coordinate the 
funding of provider education under section 
1889(a) of the Social Security Act, as added 
by paragraph (1). 

(b) INCENTIVES TO IMPROVE CONTRACTOR 
PERFORMANCE.—

(1) IN GENERAL.—Section 1874A, as added by 
section 811(a)(1) and as amended by section 
812(a), is amended by adding at the end the 
following new subsection: 

‘‘(f) INCENTIVES TO IMPROVE CONTRACTOR 
PERFORMANCE IN PROVIDER EDUCATION AND 
OUTREACH.—In order to give medicare admin-
istrative contractors an incentive to imple-
ment effective education and outreach pro-
grams for providers of services and suppliers, 
the Secretary shall develop and implement a 
methodology to measure the specific claims 
payment error rates of such contractors in 
the processing or reviewing of medicare 
claims.’’. 

(2) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(f) of the Social Security Act, as added 
by paragraph (1), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(3) GAO REPORT ON ADEQUACY OF METHOD-
OLOGY.—Not later than October 1, 2003, the 
Comptroller General of the United States 
shall submit to Congress and to the Sec-
retary a report on the adequacy of the meth-
odology under section 1874A(f)) of the Social 
Security Act, as added by paragraph (1), and 
shall include in the report such recommenda-
tions as the Comptroller General determines 
appropriate with respect to the method-
ology. 

(4) REPORT ON USE OF METHODOLOGY IN AS-
SESSING CONTRACTOR PERFORMANCE.—Not 

later than October 1, 2003, the Secretary 
shall submit to Congress a report that de-
scribes how the Secretary intends to use 
such methodology in assessing medicare con-
tractor performance in implementing effec-
tive education and outreach programs, in-
cluding whether to use such methodology as 
a basis for performance bonuses. The report 
shall include an analysis of the sources of 
identified errors and potential changes in 
systems of contractors and rules of the Sec-
retary that could reduce claims error rates. 

(c) PROVISION OF ACCESS TO AND PROMPT 
RESPONSES FROM MEDICARE ADMINISTRATIVE 
CONTRACTORS.—

(1) IN GENERAL.—Section 1874A, as added by 
section 811(a)(1) and as amended by section 
812(a) and subsection (b), is further amended 
by adding at the end the following new sub-
section: 

‘‘(g) COMMUNICATIONS WITH BENEFICIARIES, 
PROVIDERS OF SERVICES AND SUPPLIERS.—

‘‘(1) COMMUNICATION STRATEGY.—The Sec-
retary shall develop a strategy for commu-
nications with individuals entitled to bene-
fits under part A or enrolled under part B, or 
both, and with providers of services and sup-
pliers under this title. 

‘‘(2) RESPONSE TO WRITTEN INQUIRIES.—Each 
medicare administrative contractor shall, 
for those providers of services and suppliers 
which submit claims to the contractor for 
claims processing and for those individuals 
entitled to benefits under part A or enrolled 
under part B, or both, with respect to whom 
claims are submitted for claims processing, 
provide general written responses (which 
may be through electronic transmission) in a 
clear, concise, and accurate manner to in-
quiries of providers of services, suppliers and 
individuals entitled to benefits under part A 
or enrolled under part B, or both, concerning 
the programs under this title within 45 busi-
ness days of the date of receipt of such in-
quiries. 

‘‘(3) RESPONSE TO TOLL-FREE LINES.—The 
Secretary shall ensure that each medicare 
administrative contractor shall provide, for 
those providers of services and suppliers 
which submit claims to the contractor for 
claims processing and for those individuals 
entitled to benefits under part A or enrolled 
under part B, or both, with respect to whom 
claims are submitted for claims processing, a 
toll-free telephone number at which such in-
dividuals, providers of services and suppliers 
may obtain information regarding billing, 
coding, claims, coverage, and other appro-
priate information under this title. 

‘‘(4) MONITORING OF CONTRACTOR RE-
SPONSES.—

‘‘(A) IN GENERAL.—Each medicare adminis-
trative contractor shall, consistent with 
standards developed by the Secretary under 
subparagraph (B)—

‘‘(i) maintain a system for identifying who 
provides the information referred to in para-
graphs (2) and (3); and 

‘‘(ii) monitor the accuracy, consistency, 
and timeliness of the information so pro-
vided. 

‘‘(B) DEVELOPMENT OF STANDARDS.—
‘‘(i) IN GENERAL.—The Secretary shall es-

tablish and make public standards to mon-
itor the accuracy, consistency, and timeli-
ness of the information provided in response 
to written and telephone inquiries under this 
subsection. Such standards shall be con-
sistent with the performance requirements 
established under subsection (b)(3). 

‘‘(ii) EVALUATION.—In conducting evalua-
tions of individual medicare administrative 
contractors, the Secretary shall take into 
account the results of the monitoring con-
ducted under subparagraph (A) taking into 
account as performance requirements the 
standards established under clause (i). The 
Secretary shall, in consultation with organi-

zations representing providers of services, 
suppliers, and individuals entitled to bene-
fits under part A or enrolled under part B, or 
both, establish standards relating to the ac-
curacy, consistency, and timeliness of the in-
formation so provided.’’. 

‘‘(C) DIRECT MONITORING.—Nothing in this 
paragraph shall be construed as preventing 
the Secretary from directly monitoring the 
accuracy, consistency, and timeliness of the 
information so provided.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect Octo-
ber 1, 2003. 

(3) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(g) of the Social Security Act, as added 
by paragraph (1), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(d) IMPROVED PROVIDER EDUCATION AND 
TRAINING.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a), is amended by adding at the 
end the following new subsections: 

‘‘(b) ENHANCED EDUCATION AND TRAINING.—
‘‘(1) ADDITIONAL RESOURCES.—There are au-

thorized to be appropriated to the Secretary 
(in appropriate part from the Federal Hos-
pital Insurance Trust Fund and the Federal 
Supplementary Medical Insurance Trust 
Fund) $25,000,000 for each of fiscal years 2004 
and 2005 and such sums as may be necessary 
for succeeding fiscal years. 

‘‘(2) USE.—The funds made available under 
paragraph (1) shall be used to increase the 
conduct by medicare contractors of edu-
cation and training of providers of services 
and suppliers regarding billing, coding, and 
other appropriate items and may also be 
used to improve the accuracy, consistency, 
and timeliness of contractor responses. 

‘‘(c) TAILORING EDUCATION AND TRAINING 
ACTIVITIES FOR SMALL PROVIDERS OR SUP-
PLIERS.—

‘‘(1) IN GENERAL.—Insofar as a medicare 
contractor conducts education and training 
activities, it shall tailor such activities to 
meet the special needs of small providers of 
services or suppliers (as defined in paragraph 
(2)). 

‘‘(2) SMALL PROVIDER OF SERVICES OR SUP-
PLIER.—In this subsection, the term ‘small 
provider of services or supplier’ means—

‘‘(A) a provider of services with fewer than 
25 full-time-equivalent employees; or 

‘‘(B) a supplier with fewer than 10 full-
time-equivalent employees.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
October 1, 2003. 

(e) REQUIREMENT TO MAINTAIN INTERNET 
SITES.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a) and as amended by subsection 
(d), is further amended by adding at the end 
the following new subsection: 

‘‘(d) INTERNET SITES; FAQS.—The Sec-
retary, and each medicare contractor insofar 
as it provides services (including claims 
processing) for providers of services or sup-
pliers, shall maintain an Internet site 
which—

‘‘(1) provides answers in an easily acces-
sible format to frequently asked questions, 
and 

‘‘(2) includes other published materials of 
the contractor,

that relate to providers of services and sup-
pliers under the programs under this title 
(and title XI insofar as it relates to such pro-
grams).’’. 
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(2) EFFECTIVE DATE.—The amendment 

made by paragraph (1) shall take effect on 
October 1, 2003. 

(f) ADDITIONAL PROVIDER EDUCATION PROVI-
SIONS.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a) and as amended by subsections 
(d) and (e), is further amended by adding at 
the end the following new subsections: 

‘‘(e) ENCOURAGEMENT OF PARTICIPATION IN 
EDUCATION PROGRAM ACTIVITIES.—A medi-
care contractor may not use a record of at-
tendance at (or failure to attend) edu-
cational activities or other information 
gathered during an educational program con-
ducted under this section or otherwise by the 
Secretary to select or track providers of 
services or suppliers for the purpose of con-
ducting any type of audit or prepayment re-
view. 

‘‘(f) CONSTRUCTION.—Nothing in this sec-
tion or section 1893(g) shall be construed as 
providing for disclosure by a medicare con-
tractor of information that would com-
promise pending law enforcement activities 
or reveal findings of law enforcement-related 
audits. 

‘‘(g) DEFINITIONS.—For purposes of this sec-
tion, the term ‘medicare contractor’ includes 
the following: 

‘‘(1) A medicare administrative contractor 
with a contract under section 1874A, includ-
ing a fiscal intermediary with a contract 
under section 1816 and a carrier with a con-
tract under section 1842. 

‘‘(2) An eligible entity with a contract 
under section 1893. 
Such term does not include, with respect to 
activities of a specific provider of services or 
supplier an entity that has no authority 
under this title or title IX with respect to 
such activities and such provider of services 
or supplier.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act. 
SEC. 822. SMALL PROVIDER TECHNICAL ASSIST-

ANCE DEMONSTRATION PROGRAM. 
(a) ESTABLISHMENT.—
(1) IN GENERAL.—The Secretary shall estab-

lish a demonstration program (in this sec-
tion referred to as the ‘‘demonstration pro-
gram’’) under which technical assistance de-
scribed in paragraph (2) is made available, 
upon request and on a voluntary basis, to 
small providers of services or suppliers in 
order to improve compliance with the appli-
cable requirements of the programs under 
medicare program under title XVIII of the 
Social Security Act (including provisions of 
title XI of such Act insofar as they relate to 
such title and are not administered by the 
Office of the Inspector General of the Depart-
ment of Health and Human Services). 

(2) FORMS OF TECHNICAL ASSISTANCE.—The 
technical assistance described in this para-
graph is—

(A) evaluation and recommendations re-
garding billing and related systems; and 

(B) information and assistance regarding 
policies and procedures under the medicare 
program, including coding and reimburse-
ment. 

(3) SMALL PROVIDERS OF SERVICES OR SUP-
PLIERS.—In this section, the term ‘‘small 
providers of services or suppliers’’ means—

(A) a provider of services with fewer than 
25 full-time-equivalent employees; or 

(B) a supplier with fewer than 10 full-time-
equivalent employees. 

(b) QUALIFICATION OF CONTRACTORS.—In 
conducting the demonstration program, the 
Secretary shall enter into contracts with 
qualified organizations (such as peer review 
organizations or entities described in section 
1889(g)(2) of the Social Security Act, as in-
serted by section 5(f)(1)) with appropriate ex-
pertise with billing systems of the full range 

of providers of services and suppliers to pro-
vide the technical assistance. In awarding 
such contracts, the Secretary shall consider 
any prior investigations of the entity’s work 
by the Inspector General of Department of 
Health and Human Services or the Comp-
troller General of the United States. 

(c) DESCRIPTION OF TECHNICAL ASSIST-
ANCE.—The technical assistance provided 
under the demonstration program shall in-
clude a direct and in-person examination of 
billing systems and internal controls of 
small providers of services or suppliers to de-
termine program compliance and to suggest 
more efficient or effective means of achiev-
ing such compliance. 

(d) AVOIDANCE OF RECOVERY ACTIONS FOR 
PROBLEMS IDENTIFIED AS CORRECTED.—The 
Secretary shall provide that, absent evidence 
of fraud and notwithstanding any other pro-
vision of law, any errors found in a compli-
ance review for a small provider of services 
or supplier that participates in the dem-
onstration program shall not be subject to 
recovery action if the technical assistance 
personnel under the program determine 
that—

(1) the problem that is the subject of the 
compliance review has been corrected to 
their satisfaction within 30 days of the date 
of the visit by such personnel to the small 
provider of services or supplier; and 

(2) such problem remains corrected for 
such period as is appropriate. 
The previous sentence applies only to claims 
filed as part of the demonstration program 
and lasts only for the duration of such pro-
gram and only as long as the small provider 
of services or supplier is a participant in 
such program. 

(e) GAO EVALUATION.—Not later than 2 
years after the date of the date the dem-
onstration program is first implemented, the 
Comptroller General, in consultation with 
the Inspector General of the Department of 
Health and Human Services, shall conduct 
an evaluation of the demonstration program. 
The evaluation shall include a determination 
of whether claims error rates are reduced for 
small providers of services or suppliers who 
participated in the program and the extent 
of improper payments made as a result of the 
demonstration program. The Comptroller 
General shall submit a report to the Sec-
retary and the Congress on such evaluation 
and shall include in such report rec-
ommendations regarding the continuation or 
extension of the demonstration program. 

(f) FINANCIAL PARTICIPATION BY PRO-
VIDERS.—The provision of technical assist-
ance to a small provider of services or sup-
plier under the demonstration program is 
conditioned upon the small provider of serv-
ices or supplier paying an amount estimated 
(and disclosed in advance of a provider’s or 
supplier’s participation in the program) to be 
equal to 25 percent of the cost of the tech-
nical assistance. 

(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to 
the Secretary (in appropriate part from the 
Federal Hospital Insurance Trust Fund and 
the Federal Supplementary Medical Insur-
ance Trust Fund) to carry out the dem-
onstration program— 

(1) for fiscal year 2004, $1,000,000, and 
(2) for fiscal year 2005, $6,000,000. 

SEC. 823. MEDICARE PROVIDER OMBUDSMAN; 
MEDICARE BENEFICIARY OMBUDS-
MAN. 

(a) MEDICARE PROVIDER OMBUDSMAN.—Sec-
tion 1868 (42 U.S.C. 1395ee) is amended—

(1) by adding at the end of the heading the 
following: ‘‘; MEDICARE PROVIDER OMBUDS-
MAN’’; 

(2) by inserting ‘‘PRACTICING PHYSICIANS 
ADVISORY COUNCIL.—(1)’’ after ‘‘(a)’’; 

(3) in paragraph (1), as so redesignated 
under paragraph (2), by striking ‘‘in this sec-
tion’’ and inserting ‘‘in this subsection’’; 

(4) by redesignating subsections (b) and (c) 
as paragraphs (2) and (3), respectively; and 

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

‘‘(b) MEDICARE PROVIDER OMBUDSMAN.—The 
Secretary shall appoint within the Depart-
ment of Health and Human Services a Medi-
care Provider Ombudsman. The Ombudsman 
shall—

‘‘(1) provide assistance, on a confidential 
basis, to providers of services and suppliers 
with respect to complaints, grievances, and 
requests for information concerning the pro-
grams under this title (including provisions 
of title XI insofar as they relate to this title 
and are not administered by the Office of the 
Inspector General of the Department of 
Health and Human Services) and in the reso-
lution of unclear or conflicting guidance 
given by the Secretary and medicare con-
tractors to such providers of services and 
suppliers regarding such programs and provi-
sions and requirements under this title and 
such provisions; and 

‘‘(2) submit recommendations to the Sec-
retary for improvement in the administra-
tion of this title and such provisions, includ-
ing—

‘‘(A) recommendations to respond to recur-
ring patterns of confusion in this title and 
such provisions (including recommendations 
regarding suspending imposition of sanctions 
where there is widespread confusion in pro-
gram administration), and 

‘‘(B) recommendations to provide for an 
appropriate and consistent response (includ-
ing not providing for audits) in cases of self-
identified overpayments by providers of serv-
ices and suppliers. 
The Ombudsman shall not serve as an advo-
cate for any increases in payments or new 
coverage of services, but may identify issues 
and problems in payment or coverage poli-
cies.’’. 

(b) MEDICARE BENEFICIARY OMBUDSMAN.—
Title XVIII, as amended by sections 105 and 
701, is amended by inserting after section 
1808 the following new section: 

‘‘MEDICARE BENEFICIARY OMBUDSMAN 
‘‘SEC. 1809. (a) IN GENERAL.—The Secretary 

shall appoint within the Department of 
Health and Human Services a Medicare Ben-
eficiary Ombudsman who shall have exper-
tise and experience in the fields of health 
care and education of (and assistance to) in-
dividuals entitled to benefits under this 
title. 

‘‘(b) DUTIES.—The Medicare Beneficiary 
Ombudsman shall—

‘‘(1) receive complaints, grievances, and re-
quests for information submitted by individ-
uals entitled to benefits under part A or en-
rolled under part B, or both, with respect to 
any aspect of the medicare program; 

‘‘(2) provide assistance with respect to 
complaints, grievances, and requests referred 
to in paragraph (1), including—

‘‘(A) assistance in collecting relevant in-
formation for such individuals, to seek an 
appeal of a decision or determination made 
by a fiscal intermediary, carrier, 
Medicare+Choice organization, or the Sec-
retary; and 

‘‘(B) assistance to such individuals with 
any problems arising from disenrollment 
from a Medicare+Choice plan under part C; 
and 

‘‘(3) submit annual reports to Congress and 
the Secretary that describe the activities of 
the Office and that include such rec-
ommendations for improvement in the ad-
ministration of this title as the Ombudsman 
determines appropriate. 
The Ombudsman shall not serve as an advo-
cate for any increases in payments or new 
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coverage of services, but may identify issues 
and problems in payment or coverage poli-
cies. 

‘‘(c) WORKING WITH HEALTH INSURANCE 
COUNSELING PROGRAMS.—To the extent pos-
sible, the Ombudsman shall work with 
health insurance counseling programs (re-
ceiving funding under section 4360 of Omni-
bus Budget Reconciliation Act of 1990) to fa-
cilitate the provision of information to indi-
viduals entitled to benefits under part A or 
enrolled under part B, or both regarding 
Medicare+Choice plans and changes to those 
plans. Nothing in this subsection shall pre-
clude further collaboration between the Om-
budsman and such programs.’’. 

(c) DEADLINE FOR APPOINTMENT.—The Sec-
retary shall appoint the Medicare Provider 
Ombudsman and the Medicare Beneficiary 
Ombudsman, under the amendments made by 
subsections (a) and (b), respectively, by not 
later than 1 year after the date of the enact-
ment of this Act. 

(d) FUNDING.—There are authorized to be 
appropriated to the Secretary (in appro-
priate part from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund) to 
carry out the provisions of subsection (b) of 
section 1868 of the Social Security Act (relat-
ing to the Medicare Provider Ombudsman), 
as added by subsection (a)(5) and section 1809 
of such Act (relating to the Medicare Bene-
ficiary Ombudsman), as added by subsection 
(b), such sums as are necessary for fiscal 
year 2003 and each succeeding fiscal year. 

(e) USE OF CENTRAL, TOLL-FREE NUMBER (1-
800-MEDICARE).—

(1) PHONE TRIAGE SYSTEM; LISTING IN MEDI-
CARE HANDBOOK INSTEAD OF OTHER TOLL-FREE 
NUMBERS.—Section 1804(b) (42 U.S.C. 1395b–
2(b)) is amended by adding at the end the fol-
lowing: ‘‘The Secretary shall provide, 
through the toll-free number 1-800-MEDI-
CARE, for a means by which individuals 
seeking information about, or assistance 
with, such programs who phone such toll-
free number are transferred (without charge) 
to appropriate entities for the provision of 
such information or assistance. Such toll-
free number shall be the toll-free number 
listed for general information and assistance 
in the annual notice under subsection (a) in-
stead of the listing of numbers of individual 
contractors.’’. 

(2) MONITORING ACCURACY.—
(A) STUDY.—The Comptroller General of 

the United States shall conduct a study to 
monitor the accuracy and consistency of in-
formation provided to individuals entitled to 
benefits under part A or enrolled under part 
B, or both, through the toll-free number 1-
800-MEDICARE, including an assessment of 
whether the information provided is suffi-
cient to answer questions of such individ-
uals. In conducting the study, the Comp-
troller General shall examine the education 
and training of the individuals providing in-
formation through such number. 

(B) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subparagraph (A). 
SEC. 824. BENEFICIARY OUTREACH DEMONSTRA-

TION PROGRAM. 
(a) IN GENERAL.—The Secretary shall es-

tablish a demonstration program (in this 
section referred to as the ‘‘demonstration 
program’’) under which medicare specialists 
employed by the Department of Health and 
Human Services provide advice and assist-
ance to individuals entitled to benefits under 
part A of title XVIII of the Social Security 
Act, or enrolled under part B of such title, or 
both, regarding the medicare program at the 
location of existing local offices of the Social 
Security Administration. 

(b) LOCATIONS.—
(1) IN GENERAL.—The demonstration pro-

gram shall be conducted in at least 6 offices 
or areas. Subject to paragraph (2), in select-
ing such offices and areas, the Secretary 
shall provide preference for offices with a 
high volume of visits by individuals referred 
to in subsection (a). 

(2) ASSISTANCE FOR RURAL BENEFICIARIES.—
The Secretary shall provide for the selection 
of at least 2 rural areas to participate in the 
demonstration program. In conducting the 
demonstration program in such rural areas, 
the Secretary shall provide for medicare spe-
cialists to travel among local offices in a 
rural area on a scheduled basis. 

(c) DURATION.—The demonstration pro-
gram shall be conducted over a 3-year period. 

(d) EVALUATION AND REPORT.—
(1) EVALUATION.—The Secretary shall pro-

vide for an evaluation of the demonstration 
program. Such evaluation shall include an 
analysis of—

(A) utilization of, and satisfaction of those 
individuals referred to in subsection (a) with, 
the assistance provided under the program; 
and 

(B) the cost-effectiveness of providing ben-
eficiary assistance through out-stationing 
medicare specialists at local offices of the 
Social Security Administration. 

(2) REPORT.—The Secretary shall submit to 
Congress a report on such evaluation and 
shall include in such report recommenda-
tions regarding the feasibility of perma-
nently out-stationing medicare specialists at 
local offices of the Social Security Adminis-
tration. 

Subtitle D—Appeals and Recovery 
SEC. 831. TRANSFER OF RESPONSIBILITY FOR 

MEDICARE APPEALS. 
(a) TRANSITION PLAN.—
(1) IN GENERAL.—Not later than October 1, 

2003, the Commissioner of Social Security 
and the Secretary shall develop and transmit 
to Congress and the Comptroller General of 
the United States a plan under which the 
functions of administrative law judges re-
sponsible for hearing cases under title XVIII 
of the Social Security Act (and related pro-
visions in title XI of such Act) are trans-
ferred from the responsibility of the Com-
missioner and the Social Security Adminis-
tration to the Secretary and the Department 
of Health and Human Services. 

(2) GAO EVALUATION.—The Comptroller 
General of the United States shall evaluate 
the plan and, not later than the date that is 
6 months after the date on which the plan is 
received by the Comptroller General, shall 
submit to Congress a report on such evalua-
tion. 

(b) TRANSFER OF ADJUDICATION AUTHOR-
ITY.—

(1) IN GENERAL.—Not earlier than July 1, 
2004, and not later than October 1, 2004, the 
Commissioner of Social Security and the 
Secretary shall implement the transition 
plan under subsection (a) and transfer the 
administrative law judge functions described 
in such subsection from the Social Security 
Administration to the Secretary. 

(2) ASSURING INDEPENDENCE OF JUDGES.—
The Secretary shall assure the independence 
of administrative law judges performing the 
administrative law judge functions trans-
ferred under paragraph (1) from the Centers 
for Medicare & Medicaid Services and its 
contractors. 

(3) GEOGRAPHIC DISTRIBUTION.—The Sec-
retary shall provide for an appropriate geo-
graphic distribution of administrative law 
judges performing the administrative law 
judge functions transferred under paragraph 
(1) throughout the United States to ensure 
timely access to such judges. 

(4) HIRING AUTHORITY.—Subject to the 
amounts provided in advance in appropria-

tions Act, the Secretary shall have authority 
to hire administrative law judges to hear 
such cases, giving priority to those judges 
with prior experience in handling medicare 
appeals and in a manner consistent with 
paragraph (3), and to hire support staff for 
such judges. 

(5) FINANCING.—Amounts payable under 
law to the Commissioner for administrative 
law judges performing the administrative 
law judge functions transferred under para-
graph (1) from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund shall 
become payable to the Secretary for the 
functions so transferred. 

(6) SHARED RESOURCES.—The Secretary 
shall enter into such arrangements with the 
Commissioner as may be appropriate with 
respect to transferred functions of adminis-
trative law judges to share office space, sup-
port staff, and other resources, with appro-
priate reimbursement from the Trust Funds 
described in paragraph (5). 

(c) INCREASED FINANCIAL SUPPORT.—In ad-
dition to any amounts otherwise appro-
priated, to ensure timely action on appeals 
before administrative law judges and the De-
partmental Appeals Board consistent with 
section 1869 of the Social Security Act (as 
amended by section 521 of BIPA, 114 Stat. 
2763A–534), there are authorized to be appro-
priated (in appropriate part from the Federal 
Hospital Insurance Trust Fund and the Fed-
eral Supplementary Medical Insurance Trust 
Fund) to the Secretary such sums as are nec-
essary for fiscal year 2004 and each subse-
quent fiscal year to—

(1) increase the number of administrative 
law judges (and their staffs) under subsection 
(b)(4); 

(2) improve education and training oppor-
tunities for administrative law judges (and 
their staffs); and 

(3) increase the staff of the Departmental 
Appeals Board. 

(d) CONFORMING AMENDMENT.—Section 
1869(f)(2)(A)(i) (42 U.S.C. 1395ff(f)(2)(A)(i)), as 
added by section 522(a) of BIPA (114 Stat. 
2763A–543), is amended by striking ‘‘of the 
Social Security Administration’’. 
SEC. 832. PROCESS FOR EXPEDITED ACCESS TO 

REVIEW. 
(a) EXPEDITED ACCESS TO JUDICIAL RE-

VIEW.—Section 1869(b) (42 U.S.C. 1395ff(b)) as 
amended by BIPA, is amended—

(1) in paragraph (1)(A), by inserting ‘‘, sub-
ject to paragraph (2),’’ before ‘‘to judicial re-
view of the Secretary’s final decision’’; 

(2) in paragraph (1)(F)—
(A) by striking clause (ii); 
(B) by striking ‘‘PROCEEDING’’ and all that 

follows through ‘‘DETERMINATION’’ and in-
serting ‘‘DETERMINATIONS AND RECONSIDER-
ATIONS’’; and 

(C) by redesignating subclauses (I) and (II) 
as clauses (i) and (ii) and by moving the in-
dentation of such subclauses (and the matter 
that follows) 2 ems to the left; and 

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

‘‘(2) EXPEDITED ACCESS TO JUDICIAL RE-
VIEW.—

‘‘(A) IN GENERAL.—The Secretary shall es-
tablish a process under which a provider of 
services or supplier that furnishes an item or 
service or an individual entitled to benefits 
under part A or enrolled under part B, or 
both, who has filed an appeal under para-
graph (1) may obtain access to judicial re-
view when a review panel (described in sub-
paragraph (D)), on its own motion or at the 
request of the appellant, determines that no 
entity in the administrative appeals process 
has the authority to decide the question of 
law or regulation relevant to the matters in 
controversy and that there is no material 
issue of fact in dispute. The appellant may 
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make such request only once with respect to 
a question of law or regulation in a case of 
an appeal. 

‘‘(B) PROMPT DETERMINATIONS.—If, after or 
coincident with appropriately filing a re-
quest for an administrative hearing, the ap-
pellant requests a determination by the ap-
propriate review panel that no review panel 
has the authority to decide the question of 
law or regulations relevant to the matters in 
controversy and that there is no material 
issue of fact in dispute and if such request is 
accompanied by the documents and mate-
rials as the appropriate review panel shall 
require for purposes of making such deter-
mination, such review panel shall make a de-
termination on the request in writing within 
60 days after the date such review panel re-
ceives the request and such accompanying 
documents and materials. Such a determina-
tion by such review panel shall be considered 
a final decision and not subject to review by 
the Secretary. 

‘‘(C) ACCESS TO JUDICIAL REVIEW.—
‘‘(i) IN GENERAL.—If the appropriate review 

panel—
‘‘(I) determines that there are no material 

issues of fact in dispute and that the only 
issue is one of law or regulation that no re-
view panel has the authority to decide; or 

‘‘(II) fails to make such determination 
within the period provided under subpara-
graph (B); 
then the appellant may bring a civil action 
as described in this subparagraph. 

‘‘(ii) DEADLINE FOR FILING.—Such action 
shall be filed, in the case described in—

‘‘(I) clause (i)(I), within 60 days of date of 
the determination described in such subpara-
graph; or 

‘‘(II) clause (i)(II), within 60 days of the end 
of the period provided under subparagraph 
(B) for the determination. 

‘‘(iii) VENUE.—Such action shall be brought 
in the district court of the United States for 
the judicial district in which the appellant is 
located (or, in the case of an action brought 
jointly by more than one applicant, the judi-
cial district in which the greatest number of 
applicants are located) or in the district 
court for the District of Columbia. 

‘‘(iv) INTEREST ON AMOUNTS IN CON-
TROVERSY.—Where a provider of services or 
supplier seeks judicial review pursuant to 
this paragraph, the amount in controversy 
shall be subject to annual interest beginning 
on the first day of the first month beginning 
after the 60-day period as determined pursu-
ant to clause (ii) and equal to the rate of in-
terest on obligations issued for purchase by 
the Federal Hospital Insurance Trust Fund 
and by the Federal Supplementary Medical 
Insurance Trust Fund for the month in 
which the civil action authorized under this 
paragraph is commenced, to be awarded by 
the reviewing court in favor of the prevailing 
party. No interest awarded pursuant to the 
preceding sentence shall be deemed income 
or cost for the purposes of determining reim-
bursement due providers of services or sup-
pliers under this Act. 

‘‘(D) REVIEW PANELS.—For purposes of this 
subsection, a ‘review panel’ is a panel con-
sisting of 3 members (who shall be adminis-
trative law judges, members of the Depart-
mental Appeals Board, or qualified individ-
uals associated with a qualified independent 
contractor (as defined in subsection (c)(2)) or 
with another independent entity) designated 
by the Secretary for purposes of making de-
terminations under this paragraph.’’. 

(b) APPLICATION TO PROVIDER AGREEMENT 
DETERMINATIONS.—Section 1866(h)(1) (42 
U.S.C. 1395cc(h)(1)) is amended—

(1) by inserting ‘‘(A)’’ after ‘‘(h)(1)’’; and 
(2) by adding at the end the following new 

subparagraph: 

‘‘(B) An institution or agency described in 
subparagraph (A) that has filed for a hearing 
under subparagraph (A) shall have expedited 
access to judicial review under this subpara-
graph in the same manner as providers of 
services, suppliers, and individuals entitled 
to benefits under part A or enrolled under 
part B, or both, may obtain expedited access 
to judicial review under the process estab-
lished under section 1869(b)(2). Nothing in 
this subparagraph shall be construed to af-
fect the application of any remedy imposed 
under section 1819 during the pendency of an 
appeal under this subparagraph.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to appeals 
filed on or after October 1, 2003. 

(d) EXPEDITED REVIEW OF CERTAIN PRO-
VIDER AGREEMENT DETERMINATIONS.—

(1) TERMINATION AND CERTAIN OTHER IMME-
DIATE REMEDIES.—The Secretary shall de-
velop and implement a process to expedite 
proceedings under sections 1866(h) of the So-
cial Security Act (42 U.S.C. 1395cc(h)) in 
which the remedy of termination of partici-
pation, or a remedy described in clause (i) or 
(iii) of section 1819(h)(2)(B) of such Act (42 
U.S.C. 1395i–3(h)(2)(B)) which is applied on an 
immediate basis, has been imposed. Under 
such process priority shall be provided in 
cases of termination. 

(2) INCREASED FINANCIAL SUPPORT.—In addi-
tion to any amounts otherwise appropriated, 
to reduce by 50 percent the average time for 
administrative determinations on appeals 
under section 1866(h) of the Social Security 
Act (42 U.S.C. 1395cc(h)), there are authorized 
to be appropriated (in appropriate part from 
the Federal Hospital Insurance Trust Fund 
and the Federal Supplementary Medical In-
surance Trust Fund) to the Secretary such 
additional sums for fiscal year 2004 and each 
subsequent fiscal year as may be necessary. 
The purposes for which such amounts are 
available include increasing the number of 
administrative law judges (and their staffs) 
and the appellate level staff at the Depart-
mental Appeals Board of the Department of 
Health and Human Services and educating 
such judges and staffs on long-term care 
issues. 
SEC. 833. REVISIONS TO MEDICARE APPEALS 

PROCESS. 
(a) REQUIRING FULL AND EARLY PRESEN-

TATION OF EVIDENCE.—
(1) IN GENERAL.—Section 1869(b) (42 U.S.C. 

1395ff(b)), as amended by BIPA and as amend-
ed by section 832(a), is further amended by 
adding at the end the following new para-
graph: 

‘‘(3) REQUIRING FULL AND EARLY PRESEN-
TATION OF EVIDENCE BY PROVIDERS.—A pro-
vider of services or supplier may not intro-
duce evidence in any appeal under this sec-
tion that was not presented at the reconsid-
eration conducted by the qualified inde-
pendent contractor under subsection (c), un-
less there is good cause which precluded the 
introduction of such evidence at or before 
that reconsideration.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
October 1, 2003. 

(b) USE OF PATIENTS’ MEDICAL RECORDS.—
Section 1869(c)(3)(B)(i) (42 U.S.C. 
1395ff(c)(3)(B)(i)), as amended by BIPA, is 
amended by inserting ‘‘(including the med-
ical records of the individual involved)’’ 
after ‘‘clinical experience’’. 

(c) NOTICE REQUIREMENTS FOR MEDICARE 
APPEALS.— 

(1) INITIAL DETERMINATIONS AND REDETER-
MINATIONS.—Section 1869(a) (42 U.S.C. 
1395ff(a)), as amended by BIPA, is amended 
by adding at the end the following new para-
graph: 

‘‘(4) REQUIREMENTS OF NOTICE OF DETER-
MINATIONS AND REDETERMINATIONS.—A writ-

ten notice of a determination on an initial 
determination or on a redetermination, inso-
far as such determination or redetermina-
tion results in a denial of a claim for bene-
fits, shall include—

‘‘(A) the specific reasons for the deter-
mination, including—

‘‘(i) upon request, the provision of the pol-
icy, manual, or regulation used in making 
the determination; and 

‘‘(ii) as appropriate in the case of a redeter-
mination, a summary of the clinical or sci-
entific evidence used in making the deter-
mination; 

‘‘(B) the procedures for obtaining addi-
tional information concerning the deter-
mination or redetermination; and 

‘‘(C) notification of the right to seek a re-
determination or otherwise appeal the deter-
mination and instructions on how to initiate 
such a redetermination or appeal under this 
section. 
The written notice on a redetermination 
shall be provided in printed form and written 
in a manner calculated to be understood by 
the individual entitled to benefits under part 
A or enrolled under part B, or both.’’. 

(2) RECONSIDERATIONS.—Section 
1869(c)(3)(E) (42 U.S.C. 1395ff(c)(3)(E)), as 
amended by BIPA, is amended—

(A) by inserting ‘‘be written in a manner 
calculated to be understood by the individual 
entitled to benefits under part A or enrolled 
under part B, or both, and shall include (to 
the extent appropriate)’’ after ‘‘in writing, ’’; 
and 

(B) by inserting ‘‘and a notification of the 
right to appeal such determination and in-
structions on how to initiate such appeal 
under this section’’ after ‘‘such decision, ’’. 

(3) APPEALS.—Section 1869(d) (42 U.S.C. 
1395ff(d)), as amended by BIPA, is amended—

(A) in the heading, by inserting ‘‘; NOTICE’’ 
after ‘‘SECRETARY’’; and 

(B) by adding at the end the following new 
paragraph: 

‘‘(4) NOTICE.—Notice of the decision of an 
administrative law judge shall be in writing 
in a manner calculated to be understood by 
the individual entitled to benefits under part 
A or enrolled under part B, or both, and shall 
include—

‘‘(A) the specific reasons for the determina-
tion (including, to the extent appropriate, a 
summary of the clinical or scientific evi-
dence used in making the determination); 

‘‘(B) the procedures for obtaining addi-
tional information concerning the decision; 
and 

‘‘(C) notification of the right to appeal the 
decision and instructions on how to initiate 
such an appeal under this section.’’. 

(4) SUBMISSION OF RECORD FOR APPEAL.—
Section 1869(c)(3)(J)(i) (42 U.S.C. 
1395ff(c)(3)(J)(i)) by striking ‘‘prepare’’ and 
inserting ‘‘submit’’ and by striking ‘‘with re-
spect to’’ and all that follows through ‘‘and 
relevant policies’’. 

(d) QUALIFIED INDEPENDENT CONTRAC-
TORS.—

(1) ELIGIBILITY REQUIREMENTS OF QUALIFIED 
INDEPENDENT CONTRACTORS.—Section 
1869(c)(3) (42 U.S.C. 1395ff(c)(3)), as amended 
by BIPA, is amended—

(A) in subparagraph (A), by striking ‘‘suffi-
cient training and expertise in medical 
science and legal matters’’ and inserting 
‘‘sufficient medical, legal, and other exper-
tise (including knowledge of the program 
under this title) and sufficient staffing’’; and 

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

‘‘(K) INDEPENDENCE REQUIREMENTS.—
‘‘(i) IN GENERAL.—Subject to clause (ii), a 

qualified independent contractor shall not 
conduct any activities in a case unless the 
entity—
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‘‘(I) is not a related party (as defined in 

subsection (g)(5)); 
‘‘(II) does not have a material familial, fi-

nancial, or professional relationship with 
such a party in relation to such case; and 

‘‘(III) does not otherwise have a conflict of 
interest with such a party. 

‘‘(ii) EXCEPTION FOR REASONABLE COMPENSA-
TION.—Nothing in clause (i) shall be con-
strued to prohibit receipt by a qualified inde-
pendent contractor of compensation from 
the Secretary for the conduct of activities 
under this section if the compensation is 
provided consistent with clause (iii). 

‘‘(iii) LIMITATIONS ON ENTITY COMPENSA-
TION.—Compensation provided by the Sec-
retary to a qualified independent contractor 
in connection with reviews under this sec-
tion shall not be contingent on any decision 
rendered by the contractor or by any review-
ing professional.’’. 

(2) ELIGIBILITY REQUIREMENTS FOR REVIEW-
ERS.—Section 1869 (42 U.S.C. 1395ff), as 
amended by BIPA, is amended—

(A) by amending subsection (c)(3)(D) to 
read as follows: 

‘‘(D) QUALIFICATIONS FOR REVIEWERS.—The 
requirements of subsection (g) shall be met 
(relating to qualifications of reviewing pro-
fessionals).’’; and 

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

‘‘(g) QUALIFICATIONS OF REVIEWERS.—
‘‘(1) IN GENERAL.—In reviewing determina-

tions under this section, a qualified inde-
pendent contractor shall assure that—

‘‘(A) each individual conducting a review 
shall meet the qualifications of paragraph 
(2); 

‘‘(B) compensation provided by the con-
tractor to each such reviewer is consistent 
with paragraph (3); and 

‘‘(C) in the case of a review by a panel de-
scribed in subsection (c)(3)(B) composed of 
physicians or other health care professionals 
(each in this subsection referred to as a ‘re-
viewing professional’), each reviewing profes-
sional meets the qualifications described in 
paragraph (4) and, where a claim is regarding 
the furnishing of treatment by a physician 
(allopathic or osteopathic) or the provision 
of items or services by a physician 
(allopathic or osteopathic), each reviewing 
professional shall be a physician (allopathic 
or osteopathic). 

‘‘(2) INDEPENDENCE.—
‘‘(A) IN GENERAL.—Subject to subparagraph 

(B), each individual conducting a review in a 
case shall—

‘‘(i) not be a related party (as defined in 
paragraph (5)); 

‘‘(ii) not have a material familial, finan-
cial, or professional relationship with such a 
party in the case under review; and 

‘‘(iii) not otherwise have a conflict of in-
terest with such a party. 

‘‘(B) EXCEPTION.—Nothing in subparagraph 
(A) shall be construed to—

‘‘(i) prohibit an individual, solely on the 
basis of a participation agreement with a fis-
cal intermediary, carrier, or other con-
tractor, from serving as a reviewing profes-
sional if—

‘‘(I) the individual is not involved in the 
provision of items or services in the case 
under review; 

‘‘(II) the fact of such an agreement is dis-
closed to the Secretary and the individual 
entitled to benefits under part A or enrolled 
under part B, or both, (or authorized rep-
resentative) and neither party objects; and 

‘‘(III) the individual is not an employee of 
the intermediary, carrier, or contractor and 
does not provide services exclusively or pri-
marily to or on behalf of such intermediary, 
carrier, or contractor; 

‘‘(ii) prohibit an individual who has staff 
privileges at the institution where the treat-

ment involved takes place from serving as a 
reviewer merely on the basis of having such 
staff privileges if the existence of such privi-
leges is disclosed to the Secretary and such 
individual (or authorized representative), 
and neither party objects; or 

‘‘(iii) prohibit receipt of compensation by a 
reviewing professional from a contractor if 
the compensation is provided consistent with 
paragraph (3). 
For purposes of this paragraph, the term 
‘participation agreement’ means an agree-
ment relating to the provision of health care 
services by the individual and does not in-
clude the provision of services as a reviewer 
under this subsection. 

‘‘(3) LIMITATIONS ON REVIEWER COMPENSA-
TION.—Compensation provided by a qualified 
independent contractor to a reviewer in con-
nection with a review under this section 
shall not be contingent on the decision ren-
dered by the reviewer. 

‘‘(4) LICENSURE AND EXPERTISE.—Each re-
viewing professional shall be—

‘‘(A) a physician (allopathic or osteo-
pathic) who is appropriately credentialed or 
licensed in one or more States to deliver 
health care services and has medical exper-
tise in the field of practice that is appro-
priate for the items or services at issue; or 

‘‘(B) a health care professional who is le-
gally authorized in one or more States (in 
accordance with State law or the State regu-
latory mechanism provided by State law) to 
furnish the health care items or services at 
issue and has medical expertise in the field 
of practice that is appropriate for such items 
or services. 

‘‘(5) RELATED PARTY DEFINED.—For pur-
poses of this section, the term ‘related party’ 
means, with respect to a case under this title 
involving a specific individual entitled to 
benefits under part A or enrolled under part 
B, or both, any of the following: 

‘‘(A) The Secretary, the medicare adminis-
trative contractor involved, or any fiduciary, 
officer, director, or employee of the Depart-
ment of Health and Human Services, or of 
such contractor. 

‘‘(B) The individual (or authorized rep-
resentative). 

‘‘(C) The health care professional that pro-
vides the items or services involved in the 
case. 

‘‘(D) The institution at which the items or 
services (or treatment) involved in the case 
are provided. 

‘‘(E) The manufacturer of any drug or 
other item that is included in the items or 
services involved in the case.

‘‘(F) Any other party determined under 
any regulations to have a substantial inter-
est in the case involved.’’. 

(3) EFFECTIVE DATE.—The amendments 
made by paragraphs (1) and (2) shall be effec-
tive as if included in the enactment of the 
respective provisions of subtitle C of title V 
of BIPA, (114 Stat. 2763A–534). 

(4) TRANSITION.—In applying section 1869(g) 
of the Social Security Act (as added by para-
graph (2)), any reference to a medicare ad-
ministrative contractor shall be deemed to 
include a reference to a fiscal intermediary 
under section 1816 of the Social Security Act 
(42 U.S.C. 1395h) and a carrier under section 
1842 of such Act (42 U.S.C. 1395u). 
SEC. 834. PREPAYMENT REVIEW. 

(a) IN GENERAL.—Section 1874A, as added 
by section 811(a)(1) and as amended by sec-
tions 812(b), 821(b)(1), and 831(c)(1), is further 
amended by adding at the end the following 
new subsection: 

‘‘(h) CONDUCT OF PREPAYMENT REVIEW.—
‘‘(1) CONDUCT OF RANDOM PREPAYMENT RE-

VIEW.—
‘‘(A) IN GENERAL.—A medicare administra-

tive contractor may conduct random prepay-

ment review only to develop a contractor-
wide or program-wide claims payment error 
rates or under such additional circumstances 
as may be provided under regulations, devel-
oped in consultation with providers of serv-
ices and suppliers. 

‘‘(B) USE OF STANDARD PROTOCOLS WHEN 
CONDUCTING PREPAYMENT REVIEWS.—When a 
medicare administrative contractor con-
ducts a random prepayment review, the con-
tractor may conduct such review only in ac-
cordance with a standard protocol for ran-
dom prepayment audits developed by the 
Secretary. 

‘‘(C) CONSTRUCTION.—Nothing in this para-
graph shall be construed as preventing the 
denial of payments for claims actually re-
viewed under a random prepayment review. 

‘‘(D) RANDOM PREPAYMENT REVIEW.—For 
purposes of this subsection, the term ‘ran-
dom prepayment review’ means a demand for 
the production of records or documentation 
absent cause with respect to a claim. 

‘‘(2) LIMITATIONS ON NON-RANDOM PREPAY-
MENT REVIEW.—

‘‘(A) LIMITATIONS ON INITIATION OF NON-RAN-
DOM PREPAYMENT REVIEW.—A medicare ad-
ministrative contractor may not initiate 
non-random prepayment review of a provider 
of services or supplier based on the initial 
identification by that provider of services or 
supplier of an improper billing practice un-
less there is a likelihood of sustained or high 
level of payment error (as defined in sub-
section (i)(3)(A)). 

‘‘(B) TERMINATION OF NON-RANDOM PREPAY-
MENT REVIEW.—The Secretary shall issue reg-
ulations relating to the termination, includ-
ing termination dates, of non-random pre-
payment review. Such regulations may vary 
such a termination date based upon the dif-
ferences in the circumstances triggering pre-
payment review.’’. 

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in this 

subsection, the amendment made by sub-
section (a) shall take effect 1 year after the 
date of the enactment of this Act. 

(2) DEADLINE FOR PROMULGATION OF CERTAIN 
REGULATIONS.—The Secretary shall first 
issue regulations under section 1874A(h) of 
the Social Security Act, as added by sub-
section (a), by not later than 1 year after the 
date of the enactment of this Act. 

(3) APPLICATION OF STANDARD PROTOCOLS 
FOR RANDOM PREPAYMENT REVIEW.—Section 
1874A(h)(1)(B) of the Social Security Act, as 
added by subsection (a), shall apply to ran-
dom prepayment reviews conducted on or 
after such date (not later than 1 year after 
the date of the enactment of this Act) as the 
Secretary shall specify. 

(c) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(h) of the Social Security Act, as added 
by subsection (a), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 
SEC. 835. RECOVERY OF OVERPAYMENTS. 

(a) IN GENERAL.—Section 1893 (42 U.S.C. 
1395ddd) is amended by adding at the end the 
following new subsection: 

‘‘(f) RECOVERY OF OVERPAYMENTS.—
‘‘(1) USE OF REPAYMENT PLANS.—
‘‘(A) IN GENERAL.—If the repayment, within 

30 days by a provider of services or supplier, 
of an overpayment under this title would 
constitute a hardship (as defined in subpara-
graph (B)), subject to subparagraph (C), upon 
request of the provider of services or supplier 
the Secretary shall enter into a plan with 
the provider of services or supplier for the 
repayment (through offset or otherwise) of 
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such overpayment over a period of at least 6 
months but not longer than 3 years (or not 
longer than 5 years in the case of extreme 
hardship, as determined by the Secretary). 
Interest shall accrue on the balance through 
the period of repayment. Such plan shall 
meet terms and conditions determined to be 
appropriate by the Secretary. 

‘‘(B) HARDSHIP.—
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A), the repayment of an overpayment 
(or overpayments) within 30 days is deemed 
to constitute a hardship if—

‘‘(I) in the case of a provider of services 
that files cost reports, the aggregate amount 
of the overpayments exceeds 10 percent of 
the amount paid under this title to the pro-
vider of services for the cost reporting period 
covered by the most recently submitted cost 
report; or 

‘‘(II) in the case of another provider of 
services or supplier, the aggregate amount of 
the overpayments exceeds 10 percent of the 
amount paid under this title to the provider 
of services or supplier for the previous cal-
endar year. 

‘‘(ii) RULE OF APPLICATION.—The Secretary 
shall establish rules for the application of 
this subparagraph in the case of a provider of 
services or supplier that was not paid under 
this title during the previous year or was 
paid under this title only during a portion of 
that year. 

‘‘(iii) TREATMENT OF PREVIOUS OVERPAY-
MENTS.—If a provider of services or supplier 
has entered into a repayment plan under 
subparagraph (A) with respect to a specific 
overpayment amount, such payment amount 
under the repayment plan shall not be taken 
into account under clause (i) with respect to 
subsequent overpayment amounts. 

‘‘(C) EXCEPTIONS.—Subparagraph (A) shall 
not apply if—

‘‘(i) the Secretary has reason to suspect 
that the provider of services or supplier may 
file for bankruptcy or otherwise cease to do 
business or discontinue participation in the 
program under this title; or 

‘‘(ii) there is an indication of fraud or 
abuse committed against the program. 

‘‘(D) IMMEDIATE COLLECTION IF VIOLATION OF 
REPAYMENT PLAN.—If a provider of services 
or supplier fails to make a payment in ac-
cordance with a repayment plan under this 
paragraph, the Secretary may immediately 
seek to offset or otherwise recover the total 
balance outstanding (including applicable in-
terest) under the repayment plan. 

‘‘(E) RELATION TO NO FAULT PROVISION.—
Nothing in this paragraph shall be construed 
as affecting the application of section 1870(c) 
(relating to no adjustment in the cases of 
certain overpayments). 

‘‘(2) LIMITATION ON RECOUPMENT.—
‘‘(A) IN GENERAL.—In the case of a provider 

of services or supplier that is determined to 
have received an overpayment under this 
title and that seeks a reconsideration by a 
qualified independent contractor on such de-
termination under section 1869(b)(1), the Sec-
retary may not take any action (or authorize 
any other person, including any medicare 
contractor, as defined in subparagraph (C) to 
recoup the overpayment until the date the 
decision on the reconsideration has been ren-
dered. If the provisions of section 1869(b)(1) 
(providing for such a reconsideration by a 
qualified independent contractor) are not in 
effect, in applying the previous sentence any 
reference to such a reconsideration shall be 
treated as a reference to a redetermination 
by the fiscal intermediary or carrier in-
volved. 

‘‘(B) COLLECTION WITH INTEREST.—Insofar 
as the determination on such appeal is 
against the provider of services or supplier, 
interest on the overpayment shall accrue on 
and after the date of the original notice of 

overpayment. Insofar as such determination 
against the provider of services or supplier is 
later reversed, the Secretary shall provide 
for repayment of the amount recouped plus 
interest at the same rate as would apply 
under the previous sentence for the period in 
which the amount was recouped. 

‘‘(C) MEDICARE CONTRACTOR DEFINED.—For 
purposes of this subsection, the term ‘medi-
care contractor’ has the meaning given such 
term in section 1889(g). 

‘‘(3) LIMITATION ON USE OF EXTRAPO-
LATION.—A medicare contractor may not use 
extrapolation to determine overpayment 
amounts to be recovered by recoupment, off-
set, or otherwise unless—

‘‘(A) there is a sustained or high level of 
payment error (as defined by the Secretary 
by regulation); or 

‘‘(B) documented educational intervention 
has failed to correct the payment error (as 
determined by the Secretary). 

‘‘(4) PROVISION OF SUPPORTING DOCUMENTA-
TION.—In the case of a provider of services or 
supplier with respect to which amounts were 
previously overpaid, a medicare contractor 
may request the periodic production of 
records or supporting documentation for a 
limited sample of submitted claims to ensure 
that the previous practice is not continuing. 

‘‘(5) CONSENT SETTLEMENT REFORMS.—
‘‘(A) IN GENERAL.—The Secretary may use 

a consent settlement (as defined in subpara-
graph (D)) to settle a projected overpayment. 

‘‘(B) OPPORTUNITY TO SUBMIT ADDITIONAL 
INFORMATION BEFORE CONSENT SETTLEMENT 
OFFER.—Before offering a provider of services 
or supplier a consent settlement, the Sec-
retary shall—

‘‘(i) communicate to the provider of serv-
ices or supplier—

‘‘(I) that, based on a review of the medical 
records requested by the Secretary, a pre-
liminary evaluation of those records indi-
cates that there would be an overpayment; 

‘‘(II) the nature of the problems identified 
in such evaluation; and 

‘‘(III) the steps that the provider of serv-
ices or supplier should take to address the 
problems; and 

‘‘(ii) provide for a 45-day period during 
which the provider of services or supplier 
may furnish additional information con-
cerning the medical records for the claims 
that had been reviewed. 

‘‘(C) CONSENT SETTLEMENT OFFER.—The 
Secretary shall review any additional infor-
mation furnished by the provider of services 
or supplier under subparagraph (B)(ii). Tak-
ing into consideration such information, the 
Secretary shall determine if there still ap-
pears to be an overpayment. If so, the Sec-
retary—

‘‘(i) shall provide notice of such determina-
tion to the provider of services or supplier, 
including an explanation of the reason for 
such determination; and 

‘‘(ii) in order to resolve the overpayment, 
may offer the provider of services or sup-
plier—

‘‘(I) the opportunity for a statistically 
valid random sample; or 

‘‘(II) a consent settlement. 
The opportunity provided under clause (ii)(I) 
does not waive any appeal rights with re-
spect to the alleged overpayment involved. 

‘‘(D) CONSENT SETTLEMENT DEFINED.—For 
purposes of this paragraph, the term ‘con-
sent settlement’ means an agreement be-
tween the Secretary and a provider of serv-
ices or supplier whereby both parties agree 
to settle a projected overpayment based on 
less than a statistically valid sample of 
claims and the provider of services or sup-
plier agrees not to appeal the claims in-
volved. 

‘‘(6) NOTICE OF OVER-UTILIZATION OF 
CODES.—The Secretary shall establish, in 

consultation with organizations representing 
the classes of providers of services and sup-
pliers, a process under which the Secretary 
provides for notice to classes of providers of 
services and suppliers served by the con-
tractor in cases in which the contractor has 
identified that particular billing codes may 
be overutilized by that class of providers of 
services or suppliers under the programs 
under this title (or provisions of title XI in-
sofar as they relate to such programs). 

‘‘(7) PAYMENT AUDITS.—
‘‘(A) WRITTEN NOTICE FOR POST-PAYMENT 

AUDITS.—Subject to subparagraph (C), if a 
medicare contractor decides to conduct a 
post-payment audit of a provider of services 
or supplier under this title, the contractor 
shall provide the provider of services or sup-
plier with written notice (which may be in 
electronic form) of the intent to conduct 
such an audit. 

‘‘(B) EXPLANATION OF FINDINGS FOR ALL AU-
DITS.—Subject to subparagraph (C), if a 
medicare contractor audits a provider of 
services or supplier under this title, the con-
tractor shall—

‘‘(i) give the provider of services or sup-
plier a full review and explanation of the 
findings of the audit in a manner that is un-
derstandable to the provider of services or 
supplier and permits the development of an 
appropriate corrective action plan; 

‘‘(ii) inform the provider of services or sup-
plier of the appeal rights under this title as 
well as consent settlement options (which 
are at the discretion of the Secretary); 

‘‘(iii) give the provider of services or sup-
plier an opportunity to provide additional in-
formation to the contractor; and 

‘‘(iv) take into account information pro-
vided, on a timely basis, by the provider of 
services or supplier under clause (iii). 

‘‘(C) EXCEPTION.—Subparagraphs (A) and 
(B) shall not apply if the provision of notice 
or findings would compromise pending law 
enforcement activities, whether civil or 
criminal, or reveal findings of law enforce-
ment-related audits. 

‘‘(8) STANDARD METHODOLOGY FOR PROBE 
SAMPLING.—The Secretary shall establish a 
standard methodology for medicare contrac-
tors to use in selecting a sample of claims 
for review in the case of an abnormal billing 
pattern.’’. 

(b) EFFECTIVE DATES AND DEADLINES.—
(1) USE OF REPAYMENT PLANS.—Section 

1893(f)(1) of the Social Security Act, as added 
by subsection (a), shall apply to requests for 
repayment plans made after the date of the 
enactment of this Act. 

(2) LIMITATION ON RECOUPMENT.—Section 
1893(f)(2) of the Social Security Act, as added 
by subsection (a), shall apply to actions 
taken after the date of the enactment of this 
Act. 

(3) USE OF EXTRAPOLATION.—Section 
1893(f)(3) of the Social Security Act, as added 
by subsection (a), shall apply to statistically 
valid random samples initiated after the 
date that is 1 year after the date of the en-
actment of this Act. 

(4) PROVISION OF SUPPORTING DOCUMENTA-
TION.—Section 1893(f)(4) of the Social Secu-
rity Act, as added by subsection (a), shall 
take effect on the date of the enactment of 
this Act. 

(5) CONSENT SETTLEMENT.—Section 
1893(f)(5) of the Social Security Act, as added 
by subsection (a), shall apply to consent set-
tlements entered into after the date of the 
enactment of this Act. 

(6) NOTICE OF OVERUTILIZATION.—Not later 
than 1 year after the date of the enactment 
of this Act, the Secretary shall first estab-
lish the process for notice of overutilization 
of billing codes under section 1893A(f)(6) of 
the Social Security Act, as added by sub-
section (a). 
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(7) PAYMENT AUDITS.—Section 1893A(f)(7) of 

the Social Security Act, as added by sub-
section (a), shall apply to audits initiated 
after the date of the enactment of this Act. 

(8) STANDARD FOR ABNORMAL BILLING PAT-
TERNS.—Not later than 1 year after the date 
of the enactment of this Act, the Secretary 
shall first establish a standard methodology 
for selection of sample claims for abnormal 
billing patterns under section 1893(f)(8) of the 
Social Security Act, as added by subsection 
(a). 
SEC. 836. PROVIDER ENROLLMENT PROCESS; 

RIGHT OF APPEAL. 
(a) IN GENERAL.—Section 1866 (42 U.S.C. 

1395cc) is amended—
(1) by adding at the end of the heading the 

following: ‘‘; ENROLLMENT PROCESSES’’; and 
(2) by adding at the end the following new 

subsection: 
‘‘(j) ENROLLMENT PROCESS FOR PROVIDERS 

OF SERVICES AND SUPPLIERS.—
‘‘(1) ENROLLMENT PROCESS.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish by regulation a process for the en-
rollment of providers of services and sup-
pliers under this title. 

‘‘(B) DEADLINES.—The Secretary shall es-
tablish by regulation procedures under which 
there are deadlines for actions on applica-
tions for enrollment (and, if applicable, re-
newal of enrollment). The Secretary shall 
monitor the performance of medicare admin-
istrative contractors in meeting the dead-
lines established under this subparagraph. 

‘‘(C) CONSULTATION BEFORE CHANGING PRO-
VIDER ENROLLMENT FORMS.—The Secretary 
shall consult with providers of services and 
suppliers before making changes in the pro-
vider enrollment forms required of such pro-
viders and suppliers to be eligible to submit 
claims for which payment may be made 
under this title. 

‘‘(2) HEARING RIGHTS IN CASES OF DENIAL OR 
NON-RENEWAL.—A provider of services or sup-
plier whose application to enroll (or, if appli-
cable, to renew enrollment) under this title 
is denied may have a hearing and judicial re-
view of such denial under the procedures 
that apply under subsection (h)(1)(A) to a 
provider of services that is dissatisfied with 
a determination by the Secretary.’’. 

(b) EFFECTIVE DATES.—
(1) ENROLLMENT PROCESS.—The Secretary 

shall provide for the establishment of the en-
rollment process under section 1866(j)(1) of 
the Social Security Act, as added by sub-
section (a)(2), within 6 months after the date 
of the enactment of this Act. 

(2) CONSULTATION.—Section 1866(j)(1)(C) of 
the Social Security Act, as added by sub-
section (a)(2), shall apply with respect to 
changes in provider enrollment forms made 
on or after January 1, 2003. 

(3) HEARING RIGHTS.—Section 1866(j)(2) of 
the Social Security Act, as added by sub-
section (a)(2), shall apply to denials occur-
ring on or after such date (not later than 1 
year after the date of the enactment of this 
Act) as the Secretary specifies. 
SEC. 837. PROCESS FOR CORRECTION OF MINOR 

ERRORS AND OMISSIONS ON CLAIMS 
WITHOUT PURSUING APPEALS 
PROCESS. 

The Secretary shall develop, in consulta-
tion with appropriate medicare contractors 
(as defined in section 1889(g) of the Social Se-
curity Act, as inserted by section 821(a)(1)) 
and representatives of providers of services 
and suppliers, a process whereby, in the case 
of minor errors or omissions (as defined by 
the Secretary) that are detected in the sub-
mission of claims under the programs under 
title XVIII of such Act, a provider of services 
or supplier is given an opportunity to correct 
such an error or omission without the need 
to initiate an appeal. Such process shall in-
clude the ability to resubmit corrected 
claims. 

SEC. 838. PRIOR DETERMINATION PROCESS FOR 
CERTAIN ITEMS AND SERVICES; AD-
VANCE BENEFICIARY NOTICES. 

(a) IN GENERAL.—Section 1869 (42 U.S.C. 
1395ff(b)), as amended by sections 521 and 522 
of BIPA and section 833(d)(2)(B), is further 
amended by adding at the end the following 
new subsection: 

‘‘(h) PRIOR DETERMINATION PROCESS FOR 
CERTAIN ITEMS AND SERVICES.—

‘‘(1) ESTABLISHMENT OF PROCESS.—
‘‘(A) IN GENERAL.—With respect to a medi-

care administrative contractor that has a 
contract under section 1874A that provides 
for making payments under this title with 
respect to eligible items and services de-
scribed in subparagraph (C), the Secretary 
shall establish a prior determination process 
that meets the requirements of this sub-
section and that shall be applied by such 
contractor in the case of eligible requesters. 

‘‘(B) ELIGIBLE REQUESTER.—For purposes of 
this subsection, each of the following shall 
be an eligible requester: 

‘‘(i) A physician, but only with respect to 
eligible items and services for which the 
physician may be paid directly. 

‘‘(ii) An individual entitled to benefits 
under this title, but only with respect to an 
item or service for which the individual re-
ceives, from the physician who may be paid 
directly for the item or service, an advance 
beneficiary notice under section 1879(a) that 
payment may not be made (or may no longer 
be made) for the item or service under this 
title. 

‘‘(C) ELIGIBLE ITEMS AND SERVICES.—For 
purposes of this subsection and subject to 
paragraph (2), eligible items and services are 
items and services which are physicians’ 
services (as defined in paragraph (4)(A) of 
section 1848(f) for purposes of calculating the 
sustainable growth rate under such section). 

‘‘(2) SECRETARIAL FLEXIBILITY.—The Sec-
retary shall establish by regulation reason-
able limits on the categories of eligible 
items and services for which a prior deter-
mination of coverage may be requested 
under this subsection. In establishing such 
limits, the Secretary may consider the dollar 
amount involved with respect to the item or 
service, administrative costs and burdens, 
and other relevant factors. 

‘‘(3) REQUEST FOR PRIOR DETERMINATION.—
‘‘(A) IN GENERAL.—Subject to paragraph 

(2), under the process established under this 
subsection an eligible requester may submit 
to the contractor a request for a determina-
tion, before the furnishing of an eligible item 
or service involved as to whether the item or 
service is covered under this title consistent 
with the applicable requirements of section 
1862(a)(1)(A) (relating to medical necessity). 

‘‘(B) ACCOMPANYING DOCUMENTATION.—The 
Secretary may require that the request be 
accompanied by a description of the item or 
service, supporting documentation relating 
to the medical necessity for the item or serv-
ice, and any other appropriate documenta-
tion. In the case of a request submitted by 
an eligible requester who is described in 
paragraph (1)(B)(ii), the Secretary may re-
quire that the request also be accompanied 
by a copy of the advance beneficiary notice 
involved. 

‘‘(4) RESPONSE TO REQUEST.—
‘‘(A) IN GENERAL.—Under such process, the 

contractor shall provide the eligible re-
quester with written notice of a determina-
tion as to whether—

‘‘(i) the item or service is so covered; 
‘‘(ii) the item or service is not so covered; 

or 
‘‘(iii) the contractor lacks sufficient infor-

mation to make a coverage determination. 
If the contractor makes the determination 
described in clause (iii), the contractor shall 
include in the notice a description of the ad-

ditional information required to make the 
coverage determination. 

‘‘(B) DEADLINE TO RESPOND.—Such notice 
shall be provided within the same time pe-
riod as the time period applicable to the con-
tractor providing notice of initial determina-
tions on a claim for benefits under sub-
section (a)(2)(A). 

‘‘(C) INFORMING BENEFICIARY IN CASE OF 
PHYSICIAN REQUEST.—In the case of a request 
in which an eligible requester is not the indi-
vidual described in paragraph (1)(B)(ii), the 
process shall provide that the individual to 
whom the item or service is proposed to be 
furnished shall be informed of any deter-
mination described in clause (ii) (relating to 
a determination of non-coverage) and the 
right (referred to in paragraph (6)(B)) to ob-
tain the item or service and have a claim 
submitted for the item or service. 

‘‘(5) EFFECT OF DETERMINATIONS.—
‘‘(A) BINDING NATURE OF POSITIVE DETER-

MINATION.—If the contractor makes the de-
termination described in paragraph (4)(A)(i), 
such determination shall be binding on the 
contractor in the absence of fraud or evi-
dence of misrepresentation of facts presented 
to the contractor. 

‘‘(B) NOTICE AND RIGHT TO REDETERMINA-
TION IN CASE OF A DENIAL.—

‘‘(i) IN GENERAL.—If the contractor makes 
the determination described in paragraph 
(4)(A)(ii)—

‘‘(I) the eligible requester has the right to 
a redetermination by the contractor on the 
determination that the item or service is not 
so covered; and 

‘‘(II) the contractor shall include in notice 
under paragraph (4)(A) a brief explanation of 
the basis for the determination, including on 
what national or local coverage or noncov-
erage determination (if any) the determina-
tion is based, and the right to such a redeter-
mination. 

‘‘(ii) DEADLINE FOR REDETERMINATIONS.—
The contractor shall complete and provide 
notice of such redetermination within the 
same time period as the time period applica-
ble to the contractor providing notice of re-
determinations relating to a claim for bene-
fits under subsection (a)(3)(C)(ii). 

‘‘(6) LIMITATION ON FURTHER REVIEW.—
‘‘(A) IN GENERAL.—Contractor determina-

tions described in paragraph (4)(A)(ii) or 
(4)(A)(iii) (and redeterminations made under 
paragraph (5)(B)), relating to pre-service 
claims are not subject to further administra-
tive appeal or judicial review under this sec-
tion or otherwise. 

‘‘(B) DECISION NOT TO SEEK PRIOR DETER-
MINATION OR NEGATIVE DETERMINATION DOES 
NOT IMPACT RIGHT TO OBTAIN SERVICES, SEEK 
REIMBURSEMENT, OR APPEAL RIGHTS.—Nothing 
in this subsection shall be construed as af-
fecting the right of an individual who—

‘‘(i) decides not to seek a prior determina-
tion under this subsection with respect to 
items or services; or 

‘‘(ii) seeks such a determination and has 
received a determination described in para-
graph (4)(A)(ii)), 
from receiving (and submitting a claim for) 
such items services and from obtaining ad-
ministrative or judicial review respecting 
such claim under the other applicable provi-
sions of this section. Failure to seek a prior 
determination under this subsection with re-
spect to items and services shall not be 
taken into account in such administrative or 
judicial review. 

‘‘(C) NO PRIOR DETERMINATION AFTER RE-
CEIPT OF SERVICES.—Once an individual is 
provided items and services, there shall be 
no prior determination under this subsection 
with respect to such items or services.’’. 

(b) EFFECTIVE DATE; TRANSITION.—
(1) EFFECTIVE DATE.—The Secretary shall 

establish the prior determination process 
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under the amendment made by subsection (a) 
in such a manner as to provide for the ac-
ceptance of requests for determinations 
under such process filed not later than 18 
months after the date of the enactment of 
this Act. 

(2) TRANSITION.—During the period in 
which the amendment made by subsection 
(a) has become effective but contracts are 
not provided under section 1874A of the So-
cial Security Act with medicare administra-
tive contractors, any reference in section 
1869(g) of such Act (as added by such amend-
ment) to such a contractor is deemed a ref-
erence to a fiscal intermediary or carrier 
with an agreement under section 1816, or 
contract under section 1842, respectively, of 
such Act. 

(3) LIMITATION ON APPLICATION TO SGR.—For 
purposes of applying section 1848(f)(2)(D) of 
the Social Security Act (42 U.S.C. 1395w–
4(f)(2)(D)), the amendment made by sub-
section (a) shall not be considered to be a 
change in law or regulation. 

(c) PROVISIONS RELATING TO ADVANCE BEN-
EFICIARY NOTICES; REPORT ON PRIOR DETER-
MINATION PROCESS.—

(1) DATA COLLECTION.—The Secretary shall 
establish a process for the collection of in-
formation on the instances in which an ad-
vance beneficiary notice (as defined in para-
graph (4)) has been provided and on instances 
in which a beneficiary indicates on such a 
notice that the beneficiary does not intend 
to seek to have the item or service that is 
the subject of the notice furnished. 

(2) OUTREACH AND EDUCATION.—The Sec-
retary shall establish a program of outreach 
and education for beneficiaries and providers 
of services and other persons on the appro-
priate use of advance beneficiary notices and 
coverage policies under the medicare pro-
gram. 

(3) GAO REPORT REPORT ON USE OF ADVANCE 
BENEFICIARY NOTICES.—Not later than 18 
months after the date on which section 
1869(g) of the Social Security Act (as added 
by subsection (a)) takes effect, the Comp-
troller General of the United States shall 
submit to Congress a report on the use of ad-
vance beneficiary notices under title XVIII 
of such Act. Such report shall include infor-
mation concerning the providers of services 
and other persons that have provided such 
notices and the response of beneficiaries to 
such notices. 

(4) GAO REPORT ON USE OF PRIOR DETER-
MINATION PROCESS.—Not later than 18 months 
after the date on which section 1869(g) of the 
Social Security Act (as added by subsection 
(a)) takes effect, the Comptroller General of 
the United States shall submit to Congress a 
report on the use of the prior determination 
process under such section. Such report shall 
include—

(A) information concerning the types of 
procedures for which a prior determination 
has been sought, determinations made under 
the process, and changes in receipt of serv-
ices resulting from the application of such 
process; and 

(B) an evaluation of whether the process 
was useful for physicians (and other sup-
pliers) and beneficiaries, whether it was 
timely, and whether the amount of informa-
tion required was burdensome to physicians 
and beneficiaries. 

(5) ADVANCE BENEFICIARY NOTICE DEFINED.—
In this subsection, the term ‘‘advance bene-
ficiary notice’’ means a written notice pro-
vided under section 1879(a) of the Social Se-
curity Act (42 U.S.C. 1395pp(a)) to an indi-
vidual entitled to benefits under part A or B 
of title XVIII of such Act before items or 
services are furnished under such part in 
cases where a provider of services or other 
person that would furnish the item or service 
believes that payment will not be made for 

some or all of such items or services under 
such title. 

Subtitle E—Miscellaneous Provisions 
SEC. 841. POLICY DEVELOPMENT REGARDING 

EVALUATION AND MANAGEMENT (E 
& M) DOCUMENTATION GUIDELINES. 

(a) IN GENERAL.—The Secretary may not 
implement any new documentation guide-
lines for evaluation and management physi-
cian services under the title XVIII of the So-
cial Security Act on or after the date of the 
enactment of this Act unless the Secretary—

(1) has developed the guidelines in collabo-
ration with practicing physicians (including 
both generalists and specialists) and pro-
vided for an assessment of the proposed 
guidelines by the physician community; 

(2) has established a plan that contains 
specific goals, including a schedule, for im-
proving the use of such guidelines; 

(3) has conducted appropriate and rep-
resentative pilot projects under subsection 
(b) to test modifications to the evaluation 
and management documentation guidelines; 

(4) finds that the objectives described in 
subsection (c) will be met in the implemen-
tation of such guidelines; and 

(5) has established, and is implementing, a 
program to educate physicians on the use of 
such guidelines and that includes appro-
priate outreach. 
The Secretary shall make changes to the 
manner in which existing evaluation and 
management documentation guidelines are 
implemented to reduce paperwork burdens 
on physicians. 

(b) PILOT PROJECTS TO TEST EVALUATION 
AND MANAGEMENT DOCUMENTATION GUIDE-
LINES.—

(1) IN GENERAL.—The Secretary shall con-
duct under this subsection appropriate and 
representative pilot projects to test new 
evaluation and management documentation 
guidelines referred to in subsection (a). 

(2) LENGTH AND CONSULTATION.—Each pilot 
project under this subsection shall—

(A) be voluntary; 
(B) be of sufficient length as determined by 

the Secretary to allow for preparatory physi-
cian and medicare contractor education, 
analysis, and use and assessment of potential 
evaluation and management guidelines; and 

(C) be conducted, in development and 
throughout the planning and operational 
stages of the project, in consultation with 
practicing physicians (including both gener-
alists and specialists). 

(3) RANGE OF PILOT PROJECTS.—Of the pilot 
projects conducted under this subsection—

(A) at least one shall focus on a peer re-
view method by physicians (not employed by 
a medicare contractor) which evaluates med-
ical record information for claims submitted 
by physicians identified as statistical 
outliers relative to definitions published in 
the Current Procedures Terminology (CPT) 
code book of the American Medical Associa-
tion; 

(B) at least one shall focus on an alter-
native method to detailed guidelines based 
on physician documentation of face to face 
encounter time with a patient; 

(C) at least one shall be conducted for serv-
ices furnished in a rural area and at least 
one for services furnished outside such an 
area; and 

(D) at least one shall be conducted in a set-
ting where physicians bill under physicians’ 
services in teaching settings and at least one 
shall be conducted in a setting other than a 
teaching setting. 

(4) BANNING OF TARGETING OF PILOT PROJECT 
PARTICIPANTS.—Data collected under this 
subsection shall not be used as the basis for 
overpayment demands or post-payment au-
dits. Such limitation applies only to claims 
filed as part of the pilot project and lasts 

only for the duration of the pilot project and 
only as long as the provider is a participant 
in the pilot project. 

(5) STUDY OF IMPACT.—Each pilot project 
shall examine the effect of the new evalua-
tion and management documentation guide-
lines on—

(A) different types of physician practices, 
including those with fewer than 10 full-time-
equivalent employees (including physicians); 
and 

(B) the costs of physician compliance, in-
cluding education, implementation, audit-
ing, and monitoring. 

(6) PERIODIC REPORTS.—The Secretary shall 
submit to Congress periodic reports on the 
pilot projects under this subsection. 

(c) OBJECTIVES FOR EVALUATION AND MAN-
AGEMENT GUIDELINES.—The objectives for 
modified evaluation and management docu-
mentation guidelines developed by the Sec-
retary shall be to—

(1) identify clinically relevant documenta-
tion needed to code accurately and assess 
coding levels accurately; 

(2) decrease the level of non-clinically per-
tinent and burdensome documentation time 
and content in the physician’s medical 
record; 

(3) increase accuracy by reviewers; and 
(4) educate both physicians and reviewers. 
(d) STUDY OF SIMPLER, ALTERNATIVE SYS-

TEMS OF DOCUMENTATION FOR PHYSICIAN 
CLAIMS.—

(1) STUDY.—The Secretary shall carry out a 
study of the matters described in paragraph 
(2). 

(2) MATTERS DESCRIBED.—The matters re-
ferred to in paragraph (1) are—

(A) the development of a simpler, alter-
native system of requirements for docu-
mentation accompanying claims for evalua-
tion and management physician services for 
which payment is made under title XVIII of 
the Social Security Act; and 

(B) consideration of systems other than 
current coding and documentation require-
ments for payment for such physician serv-
ices. 

(3) CONSULTATION WITH PRACTICING PHYSI-
CIANS.—In designing and carrying out the 
study under paragraph (1), the Secretary 
shall consult with practicing physicians, in-
cluding physicians who are part of group 
practices and including both generalists and 
specialists. 

(4) APPLICATION OF HIPAA UNIFORM CODING 
REQUIREMENTS.—In developing an alternative 
system under paragraph (2), the Secretary 
shall consider requirements of administra-
tive simplification under part C of title XI of 
the Social Security Act. 

(5) REPORT TO CONGRESS.—(A) Not later 
than October 1, 2004, the Secretary shall sub-
mit to Congress a report on the results of the 
study conducted under paragraph (1). 

(B) The Medicare Payment Advisory Com-
mission shall conduct an analysis of the re-
sults of the study included in the report 
under subparagraph (A) and shall submit a 
report on such analysis to Congress. 

(e) STUDY ON APPROPRIATE CODING OF CER-
TAIN EXTENDED OFFICE VISITS.—The Sec-
retary shall conduct a study of the appro-
priateness of coding in cases of extended of-
fice visits in which there is no diagnosis 
made. Not later than October 1, 2004, the 
Secretary shall submit a report to Congress 
on such study and shall include rec-
ommendations on how to code appropriately 
for such visits in a manner that takes into 
account the amount of time the physician 
spent with the patient. 

(f) DEFINITIONS.—In this section—
(1) the term ‘‘rural area’’ has the meaning 

given that term in section 1886(d)(2)(D) of the 
Social Security Act, 42 U.S.C. 
1395ww(d)(2)(D); and 
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(2) the term ‘‘teaching settings’’ are those 

settings described in section 415.150 of title 
42, Code of Federal Regulations. 
SEC. 842. IMPROVEMENT IN OVERSIGHT OF 

TECHNOLOGY AND COVERAGE. 
(a) IMPROVED COORDINATION BETWEEN FDA 

AND CMS ON COVERAGE OF BREAKTHROUGH 
MEDICAL DEVICES.—

(1) IN GENERAL.—Upon request by an appli-
cant and to the extent feasible (as deter-
mined by the Secretary), the Secretary shall, 
in the case of a class III medical device that 
is subject to premarket approval under sec-
tion 515 of the Federal Food, Drug, and Cos-
metic Act, ensure the sharing of appropriate 
information from the review for application 
for premarket approval conducted by the 
Food and Drug Administration for coverage 
decisions under title XVIII of the Social Se-
curity Act. 

(2) PUBLICATION OF PLAN.—Not later than 6 
months after the date of the enactment of 
this Act, the Secretary shall submit to ap-
propriate Committees of Congress a report 
that contains the plan for improving such 
coordination and for shortening the time lag 
between the premarket approval by the Food 
and Drug Administration and coding and 
coverage decisions by the Centers for Medi-
care & Medicaid Services. 

(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as changing the 
criteria for coverage of a medical device 
under title XVIII of the Social Security Act 
nor premarket approval by the Food and 
Drug Administration and nothing in this 
subsection shall be construed to increase 
premarket approval application require-
ments under the Federal Food, Drug, and 
Cosmetic Act. 

(b) COUNCIL FOR TECHNOLOGY AND INNOVA-
TION.—Section 1868 (42 U.S.C. 1395ee), as 
amended by section 821(a), is amended by 
adding at the end the following new sub-
section: 

‘‘(c) COUNCIL FOR TECHNOLOGY AND INNOVA-
TION.—

‘‘(1) ESTABLISHMENT.—The Secretary shall 
establish a Council for Technology and Inno-
vation within the Centers for Medicare & 
Medicaid Services (in this section referred to 
as ‘CMS’). 

‘‘(2) COMPOSITION.—The Council shall be 
composed of senior CMS staff and clinicians 
and shall be chaired by the Executive Coordi-
nator for Technology and Innovation (ap-
pointed or designated under paragraph (4)). 

‘‘(3) DUTIES.—The Council shall coordinate 
the activities of coverage, coding, and pay-
ment processes under this title with respect 
to new technologies and procedures, includ-
ing new drug therapies, and shall coordinate 
the exchange of information on new tech-
nologies between CMS and other entities 
that make similar decisions. 

‘‘(4) EXECUTIVE COORDINATOR FOR TECH-
NOLOGY AND INNOVATION.—The Secretary 
shall appoint (or designate) a noncareer ap-
pointee (as defined in section 3132(a)(7) of 
title 5, United States Code) who shall serve 
as the Executive Coordinator for Technology 
and Innovation. Such executive coordinator 
shall report to the Administrator of CMS, 
shall chair the Council, shall oversee the 
execution of its duties, and shall serve as a 
single point of contact for outside groups 
and entities regarding the coverage, coding, 
and payment processes under this title.’’. 

(c) GAO STUDY ON IMPROVEMENTS IN EXTER-
NAL DATA COLLECTION FOR USE IN THE MEDI-
CARE INPATIENT PAYMENT SYSTEM.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study that 
analyzes which external data can be col-
lected in a shorter time frame by the Centers 
for Medicare & Medicaid Services for use in 
computing payments for inpatient hospital 
services. The study may include an evalua-

tion of the feasibility and appropriateness of 
using of quarterly samples or special surveys 
or any other methods. The study shall in-
clude an analysis of whether other executive 
agencies, such as the Bureau of Labor Statis-
tics in the Department of Commerce, are 
best suited to collect this information. 

(2) REPORT.—By not later than October 1, 
2003, the Comptroller General shall submit a 
report to Congress on the study under para-
graph (1). 

(d) IOM STUDY ON LOCAL COVERAGE DETER-
MINATIONS.—

(1) STUDY.—The Secretary shall enter into 
an arrangement with the Institute of Medi-
cine of the National Academy of Sciences 
under which the Institute shall conduct a 
study on local coverage determinations (in-
cluding the application of local medical re-
view policies) under the medicare program 
under title XVIII of the Social Security Act. 
Such study shall examine—

(A) the consistency of the definitions used 
in such determinations; 

(B) the types of evidence on which such de-
terminations are based, including medical 
and scientific evidence; 

(C) the advantages and disadvantages of 
local coverage decisionmaking, including the 
flexibility it offers for ensuring timely pa-
tient access to new medical technology for 
which data are still be collected; 

(D) the manner in which the local coverage 
determination process is used to develop 
data needed for a national coverage deter-
mination, including the need for collection 
of such data within a protocol and informed 
consent by individuals entitled to benefits 
under part A of title XVIII of the Social Se-
curity Act, or enrolled under part B of such 
title, or both; and 

(E) the advantages and disadvantages of 
maintaining local medicare contractor advi-
sory committees that can advise on local 
coverage decisions based on an open, collabo-
rative public process. 

(2) REPORT.—Such arrangement shall pro-
vide that the Institute shall submit to the 
Secretary a report on such study by not later 
than 3 years after the date of the enactment 
of this Act. The Secretary shall promptly 
transmit a copy of such report to Congress. 

(e) METHODS FOR DETERMINING PAYMENT 
BASIS FOR NEW LAB TESTS.—Section 1833(h) 
(42 U.S.C. 1395l(h)) is amended by adding at 
the end the following: 

‘‘(8)(A) The Secretary shall establish by 
regulation procedures for determining the 
basis for, and amount of, payment under this 
subsection for any clinical diagnostic labora-
tory test with respect to which a new or sub-
stantially revised HCPCS code is assigned on 
or after January 1, 2004 (in this paragraph re-
ferred to as ‘new tests’). 

‘‘(B) Determinations under subparagraph 
(A) shall be made only after the Secretary—

‘‘(i) makes available to the public (through 
an Internet site and other appropriate mech-
anisms) a list that includes any such test for 
which establishment of a payment amount 
under this subsection is being considered for 
a year; 

‘‘(ii) on the same day such list is made 
available, causes to have published in the 
Federal Register notice of a meeting to re-
ceive comments and recommendations (and 
data on which recommendations are based) 
from the public on the appropriate basis 
under this subsection for establishing pay-
ment amounts for the tests on such list; 

‘‘(iii) not less than 30 days after publica-
tion of such notice convenes a meeting, that 
includes representatives of officials of the 
Centers for Medicare & Medicaid Services in-
volved in determining payment amounts, to 
receive such comments and recommenda-
tions (and data on which the recommenda-
tions are based); 

‘‘(iv) taking into account the comments 
and recommendations (and accompanying 
data) received at such meeting, develops and 
makes available to the public (through an 
Internet site and other appropriate mecha-
nisms) a list of proposed determinations with 
respect to the appropriate basis for estab-
lishing a payment amount under this sub-
section for each such code, together with an 
explanation of the reasons for each such de-
termination, the data on which the deter-
minations are based, and a request for public 
written comments on the proposed deter-
mination; and 

‘‘(v) taking into account the comments re-
ceived during the public comment period, de-
velops and makes available to the public 
(through an Internet site and other appro-
priate mechanisms) a list of final determina-
tions of the payment amounts for such tests 
under this subsection, together with the ra-
tionale for each such determination, the 
data on which the determinations are based, 
and responses to comments and suggestions 
received from the public. 

‘‘(C) Under the procedures established pur-
suant to subparagraph (A), the Secretary 
shall—

‘‘(i) set forth the criteria for making deter-
minations under subparagraph (A); and 

‘‘(ii) make available to the public the data 
(other than proprietary data) considered in 
making such determinations. 

‘‘(D) The Secretary may convene such fur-
ther public meetings to receive public com-
ments on payment amounts for new tests 
under this subsection as the Secretary deems 
appropriate. 

‘‘(E) For purposes of this paragraph: 
‘‘(i) The term ‘HCPCS’ refers to the Health 

Care Procedure Coding System. 
‘‘(ii) A code shall be considered to be ‘sub-

stantially revised’ if there is a substantive 
change to the definition of the test or proce-
dure to which the code applies (such as a new 
analyte or a new methodology for measuring 
an existing analyte-specific test).’’. 
SEC. 843. TREATMENT OF HOSPITALS FOR CER-

TAIN SERVICES UNDER MEDICARE 
SECONDARY PAYOR (MSP) PROVI-
SIONS. 

(a) IN GENERAL.—The Secretary shall not 
require a hospital (including a critical access 
hospital) to ask questions (or obtain infor-
mation) relating to the application of sec-
tion 1862(b) of the Social Security Act (relat-
ing to medicare secondary payor provisions) 
in the case of reference laboratory services 
described in subsection (b), if the Secretary 
does not impose such requirement in the 
case of such services furnished by an inde-
pendent laboratory. 

(b) REFERENCE LABORATORY SERVICES DE-
SCRIBED.—Reference laboratory services de-
scribed in this subsection are clinical labora-
tory diagnostic tests (or the interpretation 
of such tests, or both) furnished without a 
face-to-face encounter between the indi-
vidual entitled to benefits under part A or 
enrolled under part B, or both, and the hos-
pital involved and in which the hospital sub-
mits a claim only for such test or interpreta-
tion. 
SEC. 844. EMTALA IMPROVEMENTS. 

(a) PAYMENT FOR EMTALA-MANDATED 
SCREENING AND STABILIZATION SERVICES.—

(1) IN GENERAL.—Section 1862 (42 U.S.C. 
1395y) is amended by inserting after sub-
section (c) the following new subsection: 

‘‘(d) For purposes of subsection (a)(1)(A), in 
the case of any item or service that is re-
quired to be provided pursuant to section 
1867 to an individual who is entitled to bene-
fits under this title, determinations as to 
whether the item or service is reasonable 
and necessary shall be made on the basis of 
the information available to the treating 
physician or practitioner (including the pa-
tient’s presenting symptoms or complaint) 
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at the time the item or service was ordered 
or furnished by the physician or practitioner 
(and not on the patient’s principal diag-
nosis). When making such determinations 
with respect to such an item or service, the 
Secretary shall not consider the frequency 
with which the item or service was provided 
to the patient before or after the time of the 
admission or visit.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to items 
and services furnished on or after January 1, 
2003. 

(b) NOTIFICATION OF PROVIDERS WHEN 
EMTALA INVESTIGATION CLOSED.—Section 
1867(d) (42 U.S.C. 42 U.S.C. 1395dd(d)) is 
amended by adding at the end the following 
new paragraph: 

‘‘(4) NOTICE UPON CLOSING AN INVESTIGA-
TION.—The Secretary shall establish a proce-
dure to notify hospitals and physicians when 
an investigation under this section is 
closed.’’. 

(c) PRIOR REVIEW BY PEER REVIEW ORGANI-
ZATIONS IN EMTALA CASES INVOLVING TERMI-
NATION OF PARTICIPATION.—

(1) IN GENERAL.—Section 1867(d)(3) (42 
U.S.C. 1395dd(d)(3)) is amended—

(A) in the first sentence, by inserting ‘‘or 
in terminating a hospital’s participation 
under this title’’ after ‘‘in imposing sanc-
tions under paragraph (1)’’; and 

(B) by adding at the end the following new 
sentences: ‘‘Except in the case in which a 
delay would jeopardize the health or safety 
of individuals, the Secretary shall also re-
quest such a review before making a compli-
ance determination as part of the process of 
terminating a hospital’s participation under 
this title for violations related to the appro-
priateness of a medical screening examina-
tion, stabilizing treatment, or an appro-
priate transfer as required by this section, 
and shall provide a period of 5 days for such 
review. The Secretary shall provide a copy of 
the report on the organization’s report to the 
hospital or physician consistent with con-
fidentiality requirements imposed on the or-
ganization under such part B.’’. 

(2) EFFECTIVE DATE.—The amendments 
made by paragraph (1) shall apply to termi-
nations of participation initiated on or after 
the date of the enactment of this Act. 
SEC. 845. EMERGENCY MEDICAL TREATMENT 

AND ACTIVE LABOR ACT (EMTALA) 
TECHNICAL ADVISORY GROUP. 

(a) ESTABLISHMENT.—The Secretary shall 
establish a Technical Advisory Group (in 
this section referred to as the ‘‘Advisory 
Group’’) to review issues related to the 
Emergency Medical Treatment and Active 
Labor Act (EMTALA) and its implementa-
tion. In this section, the term ‘‘EMTALA’’ 
refers to the provisions of section 1867 of the 
Social Security Act (42 U.S.C. 1395dd). 

(b) MEMBERSHIP.—The Advisory Group 
shall be composed of 19 members, including 
the Administrator of the Centers for Medi-
care & Medicaid Services and the Inspector 
General of the Department of Health and 
Human Services and of which—

(1) 4 shall be representatives of hospitals, 
including at least one public hospital, that 
have experience with the application of 
EMTALA and at least 2 of which have not 
been cited for EMTALA violations; 

(2) 7 shall be practicing physicians drawn 
from the fields of emergency medicine, cardi-
ology or cardiothoracic surgery, orthopedic 
surgery, neurosurgery, obstetrics-gyne-
cology, and psychiatry, with not more than 
one physician from any particular field; 

(3) 2 shall represent patients; 
(4) 2 shall be staff involved in EMTALA in-

vestigations from different regional offices 
of the Centers for Medicare & Medicaid Serv-
ices; and 

(5) 1 shall be from a State survey office in-
volved in EMTALA investigations and 1 shall 

be from a peer review organization, both of 
whom shall be from areas other than the re-
gions represented under paragraph (4). 
In selecting members described in para-
graphs (1) through (3), the Secretary shall 
consider qualified individuals nominated by 
organizations representing providers and pa-
tients. 

(c) GENERAL RESPONSIBILITIES.—The Advi-
sory Group—

(1) shall review EMTALA regulations; 
(2) may provide advice and recommenda-

tions to the Secretary with respect to those 
regulations and their application to hos-
pitals and physicians; 

(3) shall solicit comments and rec-
ommendations from hospitals, physicians, 
and the public regarding the implementation 
of such regulations; and 

(4) may disseminate information on the ap-
plication of such regulations to hospitals, 
physicians, and the public. 

(d) ADMINISTRATIVE MATTERS.—
(1) CHAIRPERSON.—The members of the Ad-

visory Group shall elect a member to serve 
as chairperson of the Advisory Group for the 
life of the Advisory Group. 

(2) MEETINGS.—The Advisory Group shall 
first meet at the direction of the Secretary. 
The Advisory Group shall then meet twice 
per year and at such other times as the Advi-
sory Group may provide. 

(e) TERMINATION.—The Advisory Group 
shall terminate 30 months after the date of 
its first meeting. 

(f) WAIVER OF ADMINISTRATIVE LIMITA-
TION.—The Secretary shall establish the Ad-
visory Group notwithstanding any limita-
tion that may apply to the number of advi-
sory committees that may be established 
(within the Department of Health and 
Human Services or otherwise). 
SEC. 846. AUTHORIZING USE OF ARRANGEMENTS 

WITH OTHER HOSPICE PROGRAMS 
TO PROVIDE CORE HOSPICE SERV-
ICES IN CERTAIN CIRCUMSTANCES. 

(a) IN GENERAL.—Section 1861(dd)(5) (42 
U.S.C. 1395x(dd)(5)) is amended by adding at 
the end the following new subparagraph: 

‘‘(D) In extraordinary, exigent, or other 
non-routine circumstances, such as unantici-
pated periods of high patient loads, staffing 
shortages due to illness or other events, or 
temporary travel of a patient outside a hos-
pice program’s service area, a hospice pro-
gram may enter into arrangements with an-
other hospice program for the provision by 
that other program of services described in 
paragraph (2)(A)(ii)(I). The provisions of 
paragraph (2)(A)(ii)(II) shall apply with re-
spect to the services provided under such ar-
rangements.’’. 

(b) CONFORMING PAYMENT PROVISION.—Sec-
tion 1814(i) (42 U.S.C. 1395f(i)) is amended by 
adding at the end the following new para-
graph: 

‘‘(4) In the case of hospice care provided by 
a hospice program under arrangements under 
section 1861(dd)(5)(D) made by another hos-
pice program, the hospice program that 
made the arrangements shall bill and be paid 
for the hospice care.’’.

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to hospice 
care provided on or after the date of the en-
actment of this Act. 
SEC. 847. APPLICATION OF OSHA BLOODBORNE 

PATHOGENS STANDARD TO CERTAIN 
HOSPITALS. 

(a) IN GENERAL.—Section 1866 (42 U.S.C. 
1395cc) is amended—

(1) in subsection (a)(1)—
(A) in subparagraph (R), by striking ‘‘and’’ 

at the end; 
(B) in subparagraph (S), by striking the pe-

riod at the end and inserting ‘‘, and’’; and 
(C) by inserting after subparagraph (S) the 

following new subparagraph: 

‘‘(T) in the case of hospitals that are not 
otherwise subject to the Occupational Safety 
and Health Act of 1970, to comply with the 
Bloodborne Pathogens standard under sec-
tion 1910.1030 of title 29 of the Code of Fed-
eral Regulations (or as subsequently redesig-
nated).’’; and 

(B) by adding at the end of subsection (b) 
the following new paragraph: 

‘‘(4)(A) A hospital that fails to comply with 
the requirement of subsection (a)(1)(T) (re-
lating to the Bloodborne Pathogens stand-
ard) is subject to a civil money penalty in an 
amount described in subparagraph (B), but is 
not subject to termination of an agreement 
under this section. 

‘‘(B) The amount referred to in subpara-
graph (A) is an amount that is similar to the 
amount of civil penalties that may be im-
posed under section 17 of the Occupational 
Safety and Health Act of 1970 for a violation 
of the Bloodborne Pathogens standard re-
ferred to in subsection (a)(1)(T) by a hospital 
that is subject to the provisions of such Act. 

‘‘(C) A civil money penalty under this 
paragraph shall be imposed and collected in 
the same manner as civil money penalties 
under subsection (a) of section 1128A are im-
posed and collected under that section.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this subsection (a) shall apply to 
hospitals as of July 1, 2003. 
SEC. 848. BIPA-RELATED TECHNICAL AMEND-

MENTS AND CORRECTIONS. 
(a) TECHNICAL AMENDMENTS RELATING TO 

ADVISORY COMMITTEE UNDER BIPA SECTION 
522.—(1) Subsection (i) of section 1114 (42 
U.S.C. 1314)—

(A) is transferred to section 1862 and added 
at the end of such section; and 

(B) is redesignated as subsection (j). 
(2) Section 1862 (42 U.S.C. 1395y) is amend-

ed—
(A) in the last sentence of subsection (a), 

by striking ‘‘established under section 
1114(f)’’; and 

(B) in subsection (j), as so transferred and 
redesignated—

(i) by striking ‘‘under subsection (f)’’; and 
(ii) by striking ‘‘section 1862(a)(1)’’ and in-

serting ‘‘subsection (a)(1)’’. 
(b) TERMINOLOGY CORRECTIONS.—(1) Section 

1869(c)(3)(I)(ii) (42 U.S.C. 1395ff(c)(3)(I)(ii)), as 
amended by section 521 of BIPA, is amend-
ed—

(A) in subclause (III), by striking ‘‘policy’’ 
and inserting ‘‘determination’’; and 

(B) in subclause (IV), by striking ‘‘medical 
review ––policies’’ and inserting ‘‘coverage 
determinations’’. 

(2) Section 1852(a)(2)(C) (42 U.S.C. 1395w–
22(a)(2)(C)) is amended by striking ‘‘policy’’ 
and ‘‘POLICY’’ and inserting ‘‘determination’’ 
each place it appears and ‘‘DETERMINATION’’, 
respectively. 

(c) REFERENCE CORRECTIONS.—Section 
1869(f)(4) (42 U.S.C. 1395ff(f)(4)), as added by 
section 522 of BIPA, is amended—

(1) in subparagraph (A)(iv), by striking 
‘‘subclause –(I), (II), or (III)’’ and inserting 
‘‘clause (i), (ii), or (iii)’’; 

(2) in subparagraph (B), by striking ‘‘clause 
(i)(IV)’’ and ‘‘clause (i)(III)’’ and inserting 
‘‘subparagraph (A)(iv)’’ and ‘‘subparagraph 
(A)(iii)’’, respectively; and 

(3) in subparagraph (C), by striking ‘‘clause 
(i)’’, ‘‘subclause (IV)’’ and ‘‘subparagraph 
(A)’’ and inserting ‘‘subparagraph (A)’’, 
‘‘clause (iv)’’ and ‘‘paragraph (1)(A)’’, respec-
tively each place it appears. 

(d) OTHER CORRECTIONS.—Effective as if in-
cluded in the enactment of section 521(c) of 
BIPA, section 1154(e) (42 U.S.C. 1320c–3(e)) is 
amended by striking paragraph (5). 

(e) EFFECTIVE DATE.—Except as otherwise 
provided, the amendments made by this sec-
tion shall be effective as if included in the 
enactment of BIPA. 
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SEC. 849. CONFORMING AUTHORITY TO WAIVE A 

PROGRAM EXCLUSION. 
The first sentence of section 1128(c)(3)(B) 

(42 U.S.C. 1320a–7(c)(3)(B)) is amended to read 
as follows: ‘‘Subject to subparagraph (G), in 
the case of an exclusion under subsection (a), 
the minimum period of exclusion shall be 
not less than five years, except that, upon 
the request of the administrator of a Federal 
health care program (as defined in section 
1128B(f)) who determines that the exclusion 
would impose a hardship on individuals enti-
tled to benefits under part A of title XVIII or 
enrolled under part B of such title, or both, 
the Secretary may waive the exclusion under 
subsection (a)(1), (a)(3), or (a)(4) with respect 
to that program in the case of an individual 
or entity that is the sole community physi-
cian or sole source of essential specialized 
services in a community.’’. 
SEC. 850. TREATMENT OF CERTAIN DENTAL 

CLAIMS. 
(a) IN GENERAL.—Section 1862 (42 U.S.C. 

1395y) is amended by inserting after sub-
section (c) the following new subsection: 

‘‘(d)(1) Subject to paragraph (2), a group 
health plan (as defined in subsection 
(a)(1)(A)(v)) providing supplemental or sec-
ondary coverage to individuals also entitled 
to services under this title shall not require 
a medicare claims determination under this 
title for dental benefits specifically excluded 
under subsection (a)(12) as a condition of 
making a claims determination for such ben-
efits under the group health plan. 

‘‘(2) A group health plan may require a 
claims determination under this title in 
cases involving or appearing to involve inpa-
tient dental hospital services or dental serv-
ices expressly covered under this title pursu-
ant to actions taken by the Secretary.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
the date that is 60 days after the date of the 
enactment of this Act. 
SEC. 851. ANNUAL PUBLICATION OF LIST OF NA-

TIONAL COVERAGE DETERMINA-
TIONS. 

The Secretary shall provide, in an appro-
priate annual publication available to the 
public, a list of national coverage determina-
tions made under title XVIII of the Social 
Security Act in the previous year and infor-
mation on how to get more information with 
respect to such determinations. 

TITLE IX—MEDICAID, PUBLIC HEALTH, 
AND OTHER HEALTH PROVISIONS 

Subtitle A—Medicaid Provisions 
SEC. 901. NATIONAL BIPARTISAN COMMISSION 

ON THE FUTURE OF MEDICAID. 
(a) ESTABLISHMENT.—There is established a 

commission to be known as the National Bi-
partisan Commission on the Future of Med-
icaid (in this section referred to as the 
‘‘Commission’’). 

(b) DUTIES OF THE COMMISSION.—The Com-
mission shall—

(1) review and analyze the long-term finan-
cial condition of the medicaid program under 
title XIX of the Social Security Act (42 
U.S.C. 1396 et seq.); 

(2) identify the factors that are causing, 
and the consequences of, increases in costs 
under the medicaid program, including—

(A) the impact of these cost increases upon 
State budgets, funding for other State pro-
grams, and levels of State taxes necessary to 
fund growing expenditures under the med-
icaid program; 

(B) the financial obligations of the Federal 
government arising from the Federal match-
ing requirement for expenditures under the 
medicaid program; and 

(C) the size and scope of the current pro-
gram and how the program has evolved over 
time; 

(3) analyze potential policies that will en-
sure both the financial integrity of the med-

icaid program and the provision of appro-
priate benefits under such program; 

(4) make recommendations for establishing 
incentives and structures to promote en-
hanced efficiencies and ways of encouraging 
innovative State policies under the medicaid 
program; 

(5) make recommendations for establishing 
the appropriate balance between benefits 
covered, payments to providers, State and 
Federal contributions and, where appro-
priate, recipient cost-sharing obligations; 

(6) make recommendations on the impact 
of promoting increased utilization of com-
petitive, private enterprise models to con-
tain program cost growth, through enhanced 
utilization of private plans, pharmacy ben-
efit managers, and other methods currently 
being used to contain private sector health-
care costs; 

(7) make recommendations on the financ-
ing of prescription drug benefits currently 
covered under medicaid programs, including 
analysis of the current Federal manufacturer 
rebate program, its impact upon both private 
market prices as well as those paid by other 
government purchasers, recent State efforts 
to negotiate additional supplemental manu-
facturer rebates and the ability of pharmacy 
benefit managers to lower drug costs; 

(8) review and analyze such other matters 
relating to the medicaid program as the 
Commission deems appropriate; and 

(9) analyze the impact of impending demo-
graphic changes upon medicaid benefits, in-
cluding long term care services, and make 
recommendations for how best to appro-
priately divide State and Federal respon-
sibilities for funding these benefits. 

(c) MEMBERSHIP.—
(1) NUMBER AND APPOINTMENT.—The Com-

mission shall be composed of 17 members, of 
whom—

(A) four shall be appointed by the Presi-
dent; 

(B) six shall be appointed by the Majority 
Leader of the Senate, in consultation with 
the Minority Leader of the Senate, of whom 
not more than 4 shall be of the same polit-
ical party; 

(C) six shall be appointed by the Speaker of 
the House of Representatives, in consulta-
tion with the Minority Leader of the House 
of Representatives, of whom not more than 4 
shall be of the same political party; and 

(D) one, who shall serve as Chairman of the 
Commission, appointed jointly by the Presi-
dent, Majority Leader of the Senate, and the 
Speaker of the House of Representatives. 

(2) DEADLINE FOR APPOINTMENT.—Members 
of the Commission shall be appointed by not 
later than December 1, 2002. 

(3) TERMS OF APPOINTMENT.—The term of 
any appointment under paragraph (1) to the 
Commission shall be for the life of the Com-
mission. 

(4) MEETINGS.—The Commission shall meet 
at the call of its Chairman or a majority of 
its members. 

(5) QUORUM.—A quorum shall consist of 8 
members of the Commission, except that 4 
members may conduct a hearing under sub-
section (e). 

(6) VACANCIES.—A vacancy on the Commis-
sion shall be filled in the same manner in 
which the original appointment was made 
not later than 30 days after the Commission 
is given notice of the vacancy and shall not 
affect the power of the remaining members 
to execute the duties of the Commission. 

(7) COMPENSATION.—Members of the Com-
mission shall receive no additional pay, al-
lowances, or benefits by reason of their serv-
ice on the Commission. 

(8) EXPENSES.—Each member of the Com-
mission shall receive travel expenses and per 
diem in lieu of subsistence in accordance 

with sections 5702 and 5703 of title 5, United 
States Code. 

(d) STAFF AND SUPPORT SERVICES.—
(1) EXECUTIVE DIRECTOR.—
(A) APPOINTMENT.—The Chairman shall ap-

point an executive director of the Commis-
sion. 

(B) COMPENSATION.—The executive director 
shall be paid the rate of basic pay for level V 
of the Executive Schedule. 

(2) STAFF.—With the approval of the Com-
mission, the executive director may appoint 
such personnel as the executive director con-
siders appropriate. 

(3) APPLICABILITY OF CIVIL SERVICE LAWS.—
The staff of the Commission shall be ap-
pointed without regard to the provisions of 
title 5, United States Code, governing ap-
pointments in the competitive service, and 
shall be paid without regard to the provi-
sions of chapter 51 and subchapter III of 
chapter 53 of such title (relating to classi-
fication and General Schedule pay rates). 

(4) EXPERTS AND CONSULTANTS.—With the 
approval of the Commission, the executive 
director may procure temporary and inter-
mittent services under section 3109(b) of title 
5, United States Code. 

(5) PHYSICAL FACILITIES.—The Adminis-
trator of the General Services Administra-
tion shall locate suitable office space for the 
operation of the Commission. The facilities 
shall serve as the headquarters of the Com-
mission and shall include all necessary 
equipment and incidentals required for the 
proper functioning of the Commission. 

(e) POWERS OF COMMISSION.—
(1) HEARINGS AND OTHER ACTIVITIES.—For 

the purpose of carrying out its duties, the 
Commission may hold such hearings and un-
dertake such other activities as the Commis-
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.—Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec-
essary to carry out its duties. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE AND OFFICE OF THE CHIEF ACTU-
ARY OF HCFA.—

(A) The Director of the Congressional 
Budget Office or the Chief Actuary of the 
Centers for Medicare & Medicaid Services, or 
both, shall provide to the Commission, upon 
the request of the Commission, such cost es-
timates as the Commission determines to be 
necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests by the Commission 
under subparagraph (A). 

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon 
the request of the Commission, the head of 
any Federal agency is authorized to detail, 
without reimbursement, any of the personnel 
of such agency to the Commission to assist 
the Commission in carrying out its duties. 
Any such detail shall not interrupt or other-
wise affect the civil service status or privi-
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.—Upon the re-
quest of the Commission, the head of a Fed-
eral agency shall provide such technical as-
sistance to the Commission as the Commis-
sion determines to be necessary to carry out 
its duties. 

(6) USE OF MAILS.—The Commission may 
use the United States mails in the same 
manner and under the same conditions as 
Federal agencies and shall, for purposes of 
the frank, be considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 
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(7) OBTAINING INFORMATION.—The Commis-

sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, 
United States Code. Upon request of the 
Chairman of the Commission, the head of 
such agency shall furnish such information 
to the Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) PRINTING.—For purposes of costs relat-
ing to printing and binding, including the 
cost of personnel detailed from the Govern-
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con-
gress. 

(f) REPORT.—Not later than March 1, 2004, 
the Commission shall submit a report to the 
President and Congress which shall contain a 
detailed statement of only those rec-
ommendations, findings, and conclusions of 
the Commission. 

(g) TERMINATION.—The Commission shall 
terminate 30 days after the date of submis-
sion of the report required in subsection (f). 

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated 
$1,500,000 to carry out this section. 
SEC. 902. GAO STUDY ON MEDICAID DRUG PAY-

MENT SYSTEM. 

(a) STUDY.—The Comptroller General of 
the United States shall conduct a study on 
the reimbursement under the medicaid pro-
gram for covered outpatient drugs. Such 
study shall examine—

(1) the extent to which such reimburse-
ments for a drug exceed the acquisition costs 
for that drug; 

(2) the services and resources associated 
with dispensing a prescription and any addi-
tional payments available to compensate for 
expenses for these services and resources; 
and 

(3) efforts undertaken by States to change 
the levels of such reimbursement and the 
price data they use in effecting such change. 

(b) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subsection (a) and shall include in such re-
port such recommendations for changes for 
legislative or administrative action regard-
ing medicaid reimbursement methodologies 
for outpatient prescription drugs, and their 
application to the medicare program, as the 
Comptroller General deems appropriate. 

Subtitle B—Internet Pharmacies 
SEC. 911. FINDINGS. 

The Congress finds as follows: 
(1) Legitimate Internet sellers of prescrip-

tion drugs can offer substantial benefits to 
consumers. These potential benefits include 
convenience, privacy, valuable information, 
competitive prices, and personalized serv-
ices. 

(2) Unlawful Internet sellers of prescription 
drugs may dispense inappropriate, contami-
nated, counterfeit, or subpotent prescription 
drugs that could put at risk the health and 
safety of consumers. 

(3) Unlawful Internet sellers have exposed 
consumers to significant health risks by 
knowingly filling invalid prescriptions, such 
as prescriptions based solely on an online 
questionnaire, or by dispensing prescription 
drugs without any prescription. 

(4) Consumers may have difficulty distin-
guishing legitimate from unlawful Internet 
sellers, as well as foreign from domestic 
Internet sellers, of prescription drugs. 

SEC. 912. AMENDMENT TO FEDERAL FOOD, DRUG, 
AND COSMETIC ACT. 

(a) IN GENERAL.—Chapter V of the Federal 
Food, Drug, and Cosmetic Act (21 U.S.C. 351 
et seq.) is amended by inserting after section 
503A the following: 
‘‘SEC. 503B. INTERNET PRESCRIPTION DRUG 

SALES. 

‘‘(a) DEFINITIONS.—For purposes of this sec-
tion: 

‘‘(1) CONSUMER.—The term ‘consumer’ 
means a person (other than an entity li-
censed or otherwise authorized under Fed-
eral or State law as a pharmacy or to dis-
pense or distribute prescription drugs) that 
purchases or seeks to purchase prescription 
drugs through the Internet. 

‘‘(2) HOME PAGE.—The term ‘home page’ 
means the entry point or main web page for 
an Internet site. 

‘‘(3) INTERNET.—The term ‘Internet’ means 
collectively the myriad of computer and 
telecommunications facilities, including 
equipment and operating software, which 
comprise the interconnected worldwide net-
work of networks that employ the Trans-
mission Control Protocol/Internet Protocol, 
or any predecessor or successor protocols to 
such protocol, to communicate information 
of all kinds by wire or radio, including elec-
tronic mail. 

‘‘(4) INTERSTATE INTERNET SELLER.—
‘‘(A) IN GENERAL.—The term ‘interstate 

Internet seller’ means a person whether in 
the United States or abroad, that engages in, 
offers to engage in, or causes the delivery or 
sale of a prescription drug through the Inter-
net and has such drug delivered directly to 
the consumer via the Postal Service, or any 
private or commercial interstate carrier to a 
consumer in the United States who is resid-
ing in a State other than the State in which 
the seller’s place of business is located. This 
definition excludes a person who only deliv-
ers a prescription drug to a consumer, such 
as an interstate carrier service. 

‘‘(B) EXEMPTION.—With respect to the con-
sumer involved, the term ‘interstate Inter-
net seller’ does not include a person de-
scribed in subparagraph (A) whose place of 
business is located within 75 miles of the 
consumer. 

‘‘(5) LINK.—The term ‘link’ means either a 
textual or graphical marker on a web page 
that, when clicked on, takes the consumer to 
another part of the Internet, such as to an-
other web page or a different area on the 
same web page, or from an electronic mes-
sage to a web page. 

‘‘(6) PHARMACY.—The term ‘pharmacy’ 
means any place licensed or otherwise au-
thorized as a pharmacy under State law. 

‘‘(7) PRESCRIBER.—The term ‘prescriber’ 
means an individual, licensed or otherwise 
authorized under applicable Federal and 
State law to issue prescriptions for prescrip-
tion drugs. 

‘‘(8) PRESCRIPTION DRUG.—The term ‘pre-
scription drug’ means a drug under section 
503(b)(1). 

‘‘(9) VALID PRESCRIPTION.—The term ‘valid 
prescription’ means a prescription that 
meets the requirements of section 503(b)(1) 
and other applicable Federal and State law. 

‘‘(10) WEB SITE; SITE.—The terms ‘web site’ 
and ‘site’ mean a specific location on the 
Internet that is determined by Internet pro-
tocol numbers or by a domain name. 

‘‘(b) REQUIREMENTS FOR INTERSTATE INTER-
NET SELLERS.—

‘‘(1) IN GENERAL.—Each interstate Internet 
seller shall comply with the requirements of 
this subsection with respect to the sale of, or 
the offer to sell, prescription drugs through 
the Internet and shall at all times display on 
its web site information in accordance with 
paragraph (2). 

‘‘(2) WEB SITE DISCLOSURE INFORMATION.—
An interstate Internet seller shall post in a 
visible and clear manner (as determined by 
regulation) on the home page of its web site, 
or on a page directly linked to such home 
page—

‘‘(A) the street address of the interstate 
Internet seller’s place of business, and the 
telephone number of such place of business; 

‘‘(B) each State in which the interstate 
Internet seller is licensed or otherwise au-
thorized as a pharmacy, or if the interstate 
Internet seller is not licensed or otherwise 
authorized by a State as a pharmacy, each 
State in which the interstate Internet seller 
is licensed or otherwise authorized to dis-
pense prescription drugs, and the type of 
State license or authorization; 

‘‘(C) in the case of an interstate Internet 
seller that makes referrals to or solicits on 
behalf of a prescriber, the name of each pre-
scriber, the street address of each such pre-
scriber’s place of business, the telephone 
number of such place of business, each State 
in which each such prescriber is licensed or 
otherwise authorized to prescribe prescrip-
tion drugs, and the type of such license or 
authorization; and 

‘‘(D) a statement that the interstate Inter-
net seller will dispense prescription drugs 
only upon a valid prescription. 

‘‘(3) DATE OF POSTING.—Information re-
quired to be posted under paragraph (2) shall 
be posted by an interstate Internet seller—

‘‘(A) not later than 90 days after the effec-
tive date of this section if the web site of 
such seller is in operation as of such date; or 

‘‘(B) on the date of the first day of oper-
ation of such seller’s web site if such site 
goes into operation after such date. 

‘‘(4) QUALIFYING STATEMENTS.—An inter-
state Internet seller shall not indicate in any 
manner that posting disclosure information 
on its web site signifies that the Federal 
Government has made any determination on 
the legitimacy of the interstate Internet 
seller or its business. 

‘‘(5) DISCLOSURE TO STATE LICENSING 
BOARDS.—An interstate Internet seller li-
censed or otherwise authorized to dispense 
prescription drugs in accordance with appli-
cable State law shall notify each State enti-
ty that granted such licensure or authoriza-
tion that it is an interstate Internet seller, 
the name of its business, the Internet ad-
dress of its business, the street address of its 
place of business, and the telephone number 
of such place of business. 

‘‘(6) REGULATIONS.—The Secretary is au-
thorized to promulgate such regulations as 
are necessary to carry out the provisions of 
this subsection. In issuing such regulations, 
the Secretary—

‘‘(A) shall take into consideration disclo-
sure formats used by existing interstate 
Internet seller certification programs; and 

‘‘(B) shall in defining the term ‘place of 
business’ include provisions providing that 
such place is a single location at which em-
ployees of the business perform job func-
tions, and not a post office box or similar lo-
cale.’’. 

(b) PROHIBITED ACTS.—Section 301 of the 
Federal Food, Drug, and Cosmetic Act (21 
U.S.C. 331) is amended by adding at the end 
the following: 

‘‘(bb) The failure to post information re-
quired under section 503B(b)(2) or for know-
ingly making a materially false statement 
when posting such information as required 
under such section or violating section 
503B(b)(4).’’. 
SEC. 913. PUBLIC EDUCATION. 

The Secretary of Health and Human Serv-
ices shall engage in activities to educate the 
public about the dangers of purchasing pre-
scription drugs from unlawful Internet 
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sources. The Secretary should educate the 
public about effective public and private sec-
tor consumer protection efforts, as appro-
priate, with input from the public and pri-
vate sectors, as appropriate. 
SEC. 914. STUDY REGARDING COORDINATION OF 

REGULATORY ACTIVITIES. 
Not later than 180 days after the date of 

enactment of this Act, the Secretary of 
Health and Human Services, after consulta-
tion with the Attorney General, shall submit 
to Congress a report providing recommenda-
tions for coordinating the activities of Fed-
eral agencies regarding interstate Internet 
sellers that operate from foreign countries 
and for coordinating the activities of the 
Federal Government with the activities of 
governments of foreign countries regarding 
such interstate Internet sellers. 
SEC. 915. EFFECTIVE DATE. 

The amendments made by this subtitle 
shall take effect 1 year after the date of en-
actment of this Act, except that the author-
ity of the Secretary of Health and Human 
Services to commence the process of rule-
making is effective on the date of enactment 
of this Act. 

Subtitle C—Promotion of Electronic 
Prescription 

SEC. 921. PROGRAM OF GRANTS TO HEALTH 
CARE PROVIDERS TO IMPLEMENT 
ELECTRONIC PRESCRIPTION DRUG 
PROGRAMS. 

Part P of title III of the Public Health 
Service Act is amended by inserting after 
section 399N the following new section: 
‘‘SEC. 399O. GRANTS TO HEALTH CARE PRO-

VIDERS TO IMPLEMENT ELEC-
TRONIC PRESCRIPTION DRUG PRO-
GRAMS 

‘‘(a) IN GENERAL.—The Secretary is author-
ized to make grants for the purpose of assist-
ing health care providers who prescribe 
drugs and biologicals in implementing elec-
tronic prescription programs described in 
section 1860C(d)(3) of the Social Security 
Act. 

‘‘(b) APPLICATION.—No grant may be made 
under this section except pursuant to a grant 
application that is submitted in a time, man-
ner, and form approved by the Secretary. 

‘‘(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated for 
fiscal year 2004, such sums as may be appro-
priate to carry out this section.’’. 

Subtitle D—Treatment of Rare Diseases 
SEC. 931. NIH OFFICE OF RARE DISEASES AT NA-

TIONAL INSTITUTES OF HEALTH. 
Title IV of the Public Health Service Act 

(42 U.S.C. 281 et seq.), as amended by Public 
Law 107–84, is amended by inserting after 
section 404E the following: 

‘‘OFFICE OF RARE DISEASES 
‘‘SEC. 404F. (a) ESTABLISHMENT.—There is 

established within the Office of the Director 
of NIH an office to be known as the Office of 
Rare Diseases (in this section referred to as 
the ‘Office’), which shall be headed by a Di-
rector (in this section referred to as the ‘Di-
rector’), appointed by the Director of NIH. 

‘‘(b) DUTIES.—
‘‘(1) IN GENERAL.—The Director of the Of-

fice shall carry out the following: 
‘‘(A) The Director shall recommend an 

agenda for conducting and supporting re-
search on rare diseases through the national 
research institutes and centers. The agenda 
shall provide for a broad range of research 
and education activities, including scientific 
workshops and symposia to identify research 
opportunities for rare diseases. 

‘‘(B) The Director shall, with respect to 
rare diseases, promote coordination and co-
operation among the national research insti-
tutes and centers and entities whose re-
search is supported by such institutes. 

‘‘(C) The Director, in collaboration with 
the directors of the other relevant institutes 
and centers of the National Institutes of 
Health, may enter into cooperative agree-
ments with and make grants for regional 
centers of excellence on rare diseases in ac-
cordance with section 404G. 

‘‘(D) The Director shall promote the suffi-
cient allocation of the resources of the Na-
tional Institutes of Health for conducting 
and supporting research on rare diseases. 

‘‘(E) The Director shall promote and en-
courage the establishment of a centralized 
clearinghouse for rare and genetic disease in-
formation that will provide understandable 
information about these diseases to the pub-
lic, medical professionals, patients and fami-
lies. 

‘‘(F) The Director shall biennially prepare 
a report that describes the research and edu-
cation activities on rare diseases being con-
ducted or supported through the national re-
search institutes and centers, and that iden-
tifies particular projects or types of projects 
that should in the future be conducted or 
supported by the national research institutes 
and centers or other entities in the field of 
research on rare diseases. 

‘‘(G) The Director shall prepare the NIH 
Director’s annual report to Congress on rare 
disease research conducted by or supported 
through the national research institutes and 
centers. 

‘‘(2) PRINCIPAL ADVISOR REGARDING ORPHAN 
DISEASES.—With respect to rare diseases, the 
Director shall serve as the principal advisor 
to the Director of NIH and shall provide ad-
vice to other relevant agencies. The Director 
shall provide liaison with national and inter-
national patient, health and scientific orga-
nizations concerned with rare diseases. 

‘‘(c) DEFINITION.—For purposes of this sec-
tion, the term ‘rare disease’ means any dis-
ease or condition that affects less than 
200,000 persons in the United States. 

‘‘(d) AUTHORIZATION OF APPROPRIATIONS.—
For the purpose of carrying out this section, 
there are authorized to be appropriated such 
sums as already have been appropriated for 
fiscal year 2002, and $4,000,000 for each of the 
fiscal years 2003 through 2006.’’. 
SEC. 932. RARE DISEASE REGIONAL CENTERS OF 

EXCELLENCE. 
Title IV of the Public Health Service Act 

(42 U.S.C. 281 et seq.), as amended by section 
1021, is further amended by inserting after 
section 404F the following: 

‘‘RARE DISEASE REGIONAL CENTERS OF 
EXCELLENCE 

‘‘SEC. 404G. (a) COOPERATIVE AGREEMENTS 
AND GRANTS.—

‘‘(1) IN GENERAL.—The Director of the Of-
fice of Rare Diseases (in this section referred 
to as the ‘Director’), in collaboration with 
the directors of the other relevant institutes 
and centers of the National Institutes of 
Health, may enter into cooperative agree-
ments with and make grants to public or pri-
vate nonprofit entities to pay all or part of 
the cost of planning, establishing, or 
strengthening, and providing basic operating 
support for regional centers of excellence for 
clinical research into, training in, and dem-
onstration of diagnostic, prevention, control, 
and treatment methods for rare diseases. 

‘‘(2) POLICIES.—A cooperative agreement or 
grant under paragraph (1) shall be entered 
into in accordance with policies established 
by the Director of NIH. 

‘‘(b) COORDINATION WITH OTHER INSTI-
TUTES.—The Director shall coordinate the 
activities under this section with similar ac-
tivities conducted by other national research 
institutes, centers and agencies of the Na-
tional Institutes of Health and by the Food 
and Drug Administration to the extent that 
such institutes, centers and agencies have 

responsibilities that are related to rare dis-
eases. 

‘‘(c) USES FOR FEDERAL PAYMENTS UNDER 
COOPERATIVE AGREEMENTS OR GRANTS.—Fed-
eral payments made under a cooperative 
agreement or grant under subsection (a) may 
be used for—

‘‘(1) staffing, administrative, and other 
basic operating costs, including such patient 
care costs as are required for research; 

‘‘(2) clinical training, including training 
for allied health professionals, continuing 
education for health professionals and allied 
health professions personnel, and informa-
tion programs for the public with respect to 
rare diseases; and 

‘‘(3) clinical research and demonstration 
programs. 

‘‘(d) PERIOD OF SUPPORT; ADDITIONAL PERI-
ODS.—Support of a center under subsection 
(a) may be for a period of not to exceed 5 
years. Such period may be extended by the 
Director for additional periods of not more 
than 5 years if the operations of such center 
have been reviewed by an appropriate tech-
nical and scientific peer review group estab-
lished by the Director and if such group has 
recommended to the Director that such pe-
riod should be extended. 

‘‘(e) AUTHORIZATION OF APPROPRIATIONS.—
For the purpose of carrying out this section, 
there are authorized to be appropriated such 
sums as already have been appropriated for 
fiscal year 2002, and $20,000,000 for each of the 
fiscal years 2003 through 2006.’’. 

Subtitle E—Other Provisions Relating to 
Drugs 

SEC. 941. GAO STUDY REGARDING DIRECT-TO-
CONSUMER ADVERTISING OF PRE-
SCRIPTION DRUGS. 

(a) IN GENERAL.—The Comptroller General 
of the United States shall conduct a study 
for the purpose of determining—

(1) whether and to what extent there have 
been increases in utilization rates of pre-
scription drugs that are attributable to guid-
ance regarding direct-to-consumer adver-
tising of such drugs that has been issued by 
the Food and Drug Administration under 
section 502(n) of the Federal Food, Drug, and 
Cosmetic Act; and 

(2) if so, whether and to what extent such 
increased utilization rates have resulted in 
increases in the costs of public or private 
health plans, health insurance, or other 
health programs. 

(b) CERTAIN DETERMINATIONS.—The study 
under subsection (a) shall include determina-
tions of the following: 

(1) The extent to which advertisements re-
ferred to in such subsection have resulted in 
effective consumer education about the pre-
scription drugs involved, including an under-
standing of the risks of the drugs relative to 
the benefits. 

(2) The extent of consumer satisfaction 
with such advertisements. 

(3) The extent of physician satisfaction 
with the advertisements, including deter-
mining whether physicians believe that the 
advertisements interfere with the exercise of 
their medical judgment by influencing con-
sumers to prefer advertised drugs over alter-
native therapies. 

(4) The extent to which the advertisements 
have resulted in increases in health care 
costs for taxpayers, for employers, or for 
consumers due to consumer decisions to seek 
advertised drugs rather than lower-costs al-
ternative therapies. 

(5) The extent to which the advertisements 
have resulted in decreases in health care 
costs for taxpayers, for employers, or for 
consumers due to decreased hospitalization 
rates, fewer physician visits (not related to 
hospitalization), lower treatment costs, or 
reduced instances of employee absences to 
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care for family members with diseases or dis-
orders. 

(c) REPORT.—Not later than two years after 
the date of the enactment of this Act, the 
Comptroller General of the United States 
shall submit to the Congress a report pro-
viding the findings of the study under sub-
section (a). 
SEC. 942. CERTAIN HEALTH PROFESSIONS PRO-

GRAMS REGARDING PRACTICE OF 
PHARMACY. 

Part E of title VII of the Public Health 
Service Act (42 U.S.C. 294n et seq.) is amend-
ed by adding at the end the following sub-
part: 
‘‘Subpart 3—Pharmacist Workforce Programs 
‘‘SEC. 771. PUBLIC SERVICE ANNOUNCEMENTS. 

‘‘(a) PUBLIC SERVICE ANNOUNCEMENTS.—
‘‘(1) IN GENERAL.—The Secretary shall de-

velop and issue public service announce-
ments that advertise and promote the phar-
macist profession, highlight the advantages 
and rewards of being a pharmacist, and en-
courage individuals to enter the pharmacist 
profession. 

‘‘(2) METHOD.—The public service an-
nouncements described in subsection (a) 
shall be broadcast through appropriate 
media outlets, including television or radio, 
in a manner intended to reach as wide and 
diverse an audience as possible. 

‘‘(b) STATE AND LOCAL PUBLIC SERVICE AN-
NOUNCEMENTS.—

‘‘(1) IN GENERAL.—The Secretary shall 
award grants to entities to support State and 
local advertising campaigns through appro-
priate media outlets to promote the phar-
macist profession, highlight the advantages 
and rewards of being a pharmacist, and en-
courage individuals to enter the pharmacist 
profession. 

‘‘(2) USE OF FUNDS.—An entity that re-
ceives a grant under subsection (a) shall use 
funds received through such grant to acquire 
local television and radio time, place adver-
tisements in local newspapers, and post in-
formation on billboards or on the Internet, 
in order to—

‘‘(A) advertise and promote the pharmacist 
profession; 

‘‘(B) promote pharmacist education pro-
grams; 

‘‘(C) inform the public of public assistance 
regarding such education programs; 

‘‘(D) highlight individuals in the commu-
nity that are presently practicing as phar-
macists to recruit new pharmacists; and 

‘‘(E) provide any other information to re-
cruit individuals for the pharmacist profes-
sion. 

‘‘(3) METHOD.—The campaigns described in 
subsection (a) shall be broadcast on tele-
vision or radio, placed in newspapers as ad-
vertisements, or posted on billboards or the 
Internet, in a manner intended to reach as 
wide and diverse an audience as possible. 
‘‘SEC. 772. DEMONSTRATION PROJECT. 

‘‘(a) IN GENERAL.—The Secretary shall es-
tablish a demonstration project to enhance 
the participation of individuals who are 
pharmacists in the National Health Service 
Corps Loan Repayment Program described in 
section 338B. 

‘‘(b) SERVICES.—Services that may be pro-
vided by pharmacists pursuant to the dem-
onstration project established under this sec-
tion include medication therapy manage-
ment services to assure that medications are 
used appropriately by patients, to enhance 
patients’ understanding of the appropriate 
use of medications, to increase patients’ ad-
herence to prescription medication regi-
mens, to reduce the risk of adverse events 
associated with medications, and to reduce 
the need for other costly medical services 
through better management of medication 
therapy. Such services may include case 

management, disease management, drug 
therapy management, patient training and 
education, counseling, drug therapy problem 
resolution, medication administration, the 
provision of special packaging, or other serv-
ices that enhance the use of prescription 
medications. 

‘‘(c) PROCEDURE.—The Secretary may not 
provide assistance to an individual under 
this section unless the individual agrees to 
comply with all requirements described in 
sections 338B and 338D. 

‘‘(d) LIMITATIONS.—The demonstration 
project described in this section shall pro-
vide for the participation of—

‘‘(1) individuals to provide services in rural 
and urban areas; and 

‘‘(2) enough individuals to allow the Sec-
retary to properly analyze the effectiveness 
of such project. 

‘‘(e) DESIGNATIONS.—The demonstration 
project described in this section, and any 
pharmacists who are selected to participate 
in such project, shall not be considered by 
the Secretary in the designation of a health 
professional shortage area under section 332 
during fiscal years 2003 through 2005. 

‘‘(f) RULE OF CONSTRUCTION.—This section 
shall not be construed to require any State 
to participate in the project described in this 
section. 

‘‘(g) REPORT.—The Secretary shall prepare 
and submit a report on the project to—

‘‘(A) the Committee on Health, Education, 
Labor, and Pensions of the Senate; 

‘‘(B) the Subcommittee on Labor, Health 
and Human Services, and Education of the 
Committee on Appropriations of the Senate; 

‘‘(C) the Committee on Energy and Com-
merce of the House of Representatives; and 

‘‘(D) the Subcommittee on Labor, Health 
and Human Services, and Education of the 
Committee on Appropriations of the House 
of Representatives. 
‘‘SEC. 773. INFORMATION TECHNOLOGY. 

‘‘(a) GRANTS AND CONTRACTS.—The Sec-
retary may make awards of grants or con-
tracts to qualifying schools of pharmacy for 
the purpose of assisting such schools in ac-
quiring and installing computer-based sys-
tems to provide pharmaceutical education. 
Education provided through such systems 
may be graduate education, professional edu-
cation, or continuing education. The com-
puter-based systems may be designed to pro-
vide on-site education, or education at re-
mote sites (commonly referred to as distance 
learning), or both. 

‘‘(b) QUALIFYING SCHOOL OF PHARMACY.—
For purposes of this section, the term ‘quali-
fying school of pharmacy’ means a school of 
pharmacy (as defined in section 799B) that 
requires students to serve in a clinical rota-
tion in which pharmacist services are part of 
the curriculum. 
‘‘SEC. 774. AUTHORIZATION OF APPROPRIATIONS. 

‘‘For the purpose of carrying out this sub-
part, there are authorized to be appropriated 
such sums as may be necessary for each of 
the fiscal years 2003 through 2006.’’. 

TITLE X—HEALTH-CARE RELATED TAX 
PROVISIONS 

SEC. 1001. ELIGIBILITY FOR ARCHER MSA’S EX-
TENDED TO ACCOUNT HOLDERS OF 
MEDICARE+CHOICE MSA’S. 

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 220(c)(2) of the Internal Revenue Code of 
1986 is amended by adding at the end the fol-
lowing new clause: 

‘‘(iii) MEDICARE+CHOICE MSA’S.—In the case 
of an individual who is covered under an 
MSA plan (as defined in section 1859(b)(3) of 
the Social Security Act) which such indi-
vidual elected under section 1851(a)(2)(B) of 
such Act—

‘‘(I) such plan shall be treated as a high de-
ductible health plan for purposes of this sec-
tion, 

‘‘(II) subsection (b)(2)(A) shall be applied 
by substituting ‘100 percent’ for ‘65 percent’ 
with respect to such individual, 

‘‘(III) with respect to such individual, the 
limitation under subsection (d)(1)(A)(ii) shall 
be 100 percent of the highest annual deduct-
ible limitation under section 1859(b)(3)(B) of 
the Social Security Act, 

‘‘(IV) paragraphs (4), (5), and (7) of sub-
section (b) and paragraph (1)(A)(iii) of this 
subsection shall not apply with respect to 
such individual, and 

‘‘(V) the limitation which would (but for 
this subclause) apply under subsection (b)(1) 
with respect to such individual for any tax-
able year shall be reduced (but not below 
zero) by the amount which would (but for 
subsection 106(b)) be includible in such indi-
vidual’s gross income for the taxable year.’’. 

(b) ACCOUNTS NOT COUNTED AGAINST NU-
MERICAL LIMITS.—

(1) IN GENERAL.—Paragraph (3) of section 
220(j) of such Code is amended—

(A) in the heading, by striking ‘‘PRE-
VIOUSLY UNINSURED’’ and inserting ‘‘CER-
TAIN’’, 

(B) in subparagraph (A), by striking ‘‘by 
not counting the Archer MSA of any pre-
viously uninsured individual.’’ and inserting 
‘‘by not counting—

‘‘(i) the Archer MSA of any previously un-
insured individual, and 

‘‘(ii) the Archer MSA of any eligible indi-
vidual who qualifies as such an individual by 
reason of subsection (c)(2)(B)(iii).’’. 

(2) REPORTING REQUIREMENT.—Subpara-
graph (A) of section 220(j)(4) of such Code is 
amended in clause (ii) by striking ‘‘and’’ at 
the end, in clause (iii) by striking the period 
and inserting ‘‘, and’’, and by adding at the 
end the following new clause: 

‘‘(iv) the number of such accounts which 
are accounts of eligible individuals who qual-
ify as such individuals by reason of sub-
section (c)(2)(B)(iii).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2002. 

SEC. 1002. ADJUSTMENT OF EMPLOYER CON-
TRIBUTIONS TO COMBINED BENEFIT 
FUND TO REFLECT MEDICARE PRE-
SCRIPTION DRUG SUBSIDY PAY-
MENTS. 

Section 9704(b) of the Internal Revenue 
Code of 1986 (relating to health benefit pre-
mium) is amended by adding at the end the 
following new paragraph: 

‘‘(4) ADJUSTMENTS FOR MEDICARE PRESCRIP-
TION DRUG SUBSIDIES.—The trustees of the 
Combined Fund shall decrease the per bene-
ficiary premium for each plan year in which 
a subsidy payment is provided to it under 
section 1860H of the Social Security Act by 
the amount which would place the Combined 
Fund in the same financial position as if 
such subsidy payment had not been re-
ceived.’’. 

SEC. 1003. EXPANSION OF HUMAN CLINICAL 
TRIALS QUALIFYING FOR ORPHAN 
DRUG CREDIT. 

(a) IN GENERAL.—Paragraph (2) of section 
45C(b) of the Internal Revenue Code of 1986 is 
amended by adding at the end the following 
new subparagraph: 

‘‘(C) TREATMENT OF CERTAIN EXPENSES IN-
CURRED BEFORE DESIGNATION.—For purposes 
of subparagraph (A)(ii)(I), if a drug is des-
ignated under section 526 of the Federal 
Food, Drug, and Cosmetic Act not later than 
the due date (including extensions) for filing 
the return of tax under this subtitle for the 
taxable year in which the application for 
such designation of such drug was filed, such 
drug shall be treated as having been des-
ignated on the date that such application 
was filed.’’. 
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(b) EFFECTIVE DATE.—The amendment 

made by subsection (a) shall apply to ex-
penses incurred after the date of the enact-
ment of this Act. 

The SPEAKER pro tempore. In lieu 
of the amendment recommended by the 
Committee on Ways and Means, the 
amendment in the nature of a sub-
stitute printed in House Report 107–553 
is adopted. 

The text of the amendment in the na-
ture of a substitute printed in House 
Report 107–553 is as follows:

Strike all after the enacting clause and in-
sert the following: 
SECTION 1. SHORT TITLE; AMENDMENTS TO SO-

CIAL SECURITY ACT; REFERENCES 
TO BIPA AND SECRETARY; TABLE OF 
CONTENTS. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Medicare Modernization and Prescrip-
tion Drug Act of 2002’’. 

(b) AMENDMENTS TO SOCIAL SECURITY 
ACT.—Except as otherwise specifically pro-
vided, whenever in this Act an amendment is 
expressed in terms of an amendment to or re-
peal of a section or other provision, the ref-
erence shall be considered to be made to that 
section or other provision of the Social Secu-
rity Act. 

(c) BIPA; SECRETARY.—In this Act: 
(1) BIPA.—The term ‘‘BIPA’’ means the 

Medicare, Medicaid, and SCHIP Benefits Im-
provement and Protection Act of 2000, as en-
acted into law by section 1(a)(6) of Public 
Law 106–554. 

(2) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of Health and Human 
Services. 

(d) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
Sec. 1. Short title; amendments to Social 

Security Act; references to 
BIPA and Secretary; table of 
contents. 

TITLE I—MEDICARE PRESCRIPTION 
DRUG BENEFIT 

Sec. 101. Establishment of a medicare pre-
scription drug benefit. 

‘‘PART D—VOLUNTARY PRESCRIPTION DRUG 
BENEFIT PROGRAM 

‘‘Sec. 1860A. Benefits; eligibility; enroll-
ment; and coverage period. 

‘‘Sec. 1860B. Requirements for qualified 
prescription drug coverage. 

‘‘Sec. 1860C. Beneficiary protections for 
qualified prescription drug cov-
erage. 

‘‘Sec. 1860D. Requirements for prescrip-
tion drug plan (PDP) sponsors; 
contracts; establishment of 
standards. 

‘‘Sec. 1860E. Process for beneficiaries to 
select qualified prescription 
drug coverage. 

‘‘Sec. 1860F. Submission of bids and pre-
miums. 

‘‘Sec. 1860G. Premium and cost-sharing 
subsidies for low-income indi-
viduals. 

‘‘Sec. 1860H. Subsidies for all medicare 
beneficiaries for qualified pre-
scription drug coverage. 

‘‘Sec. 1860I. Medicare Prescription Drug 
Trust Fund. 

‘‘Sec. 1860J. Definitions; treatment of 
references to provisions in part 
C. 

Sec. 102. Offering of qualified prescription 
drug coverage under the 
Medicare+Choice program. 

Sec. 103. Medicaid amendments. 
Sec. 104. Medigap transition. 
Sec. 105. Medicare prescription drug dis-

count card endorsement pro-
gram. 

Sec. 106. GAO study of the effectiveness of 
the new prescription drug pro-
gram. 

TITLE II—MEDICARE+CHOICE REVITAL-
IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

Subtitle A—Medicare+Choice Revitalization 
Sec. 201. Medicare+Choice improvements. 
Sec. 202. Making permanent change in 

Medicare+Choice reporting 
deadlines and annual, coordi-
nated election period. 

Sec. 203. Avoiding duplicative State regula-
tion. 

Sec. 204. Specialized Medicare+Choice plans 
for special needs beneficiaries. 

Sec. 205. Medicare MSAs. 
Sec. 206. Extension of reasonable cost and 

SHMO contracts. 
Subtitle B—Medicare+Choice Competition 

Program 
Sec. 211. Medicare+Choice competition pro-

gram. 
Sec. 212. Demonstration program for com-

petitive-demonstration areas. 
Sec. 213. Conforming amendments. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

Sec. 301. Reference to full market basket in-
crease for sole community hos-
pitals. 

Sec. 302. Enhanced disproportionate share 
hospital (DSH) treatment for 
rural hospitals and urban hos-
pitals with fewer than 100 beds. 

Sec. 303. 2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 304. More frequent update in weights 
used in hospital market basket. 

Sec. 305. Improvements to critical access 
hospital program. 

Sec. 306. Extension of temporary increase 
for home health services fur-
nished in a rural area. 

Sec. 307. Reference to 10 percent increase in 
payment for hospice care fur-
nished in a frontier area and 
rural hospice demonstration 
project. 

Sec. 308. Reference to priority for hospitals 
located in rural or small urban 
areas in redistribution of un-
used graduate medical edu-
cation residencies. 

Sec. 309. GAO study of geographic dif-
ferences in payments for physi-
cians’ services. 

Sec. 310. Providing safe harbor for certain 
collaborative efforts that ben-
efit medically underserved pop-
ulations. 

Sec. 311. Relief for certain non-teaching hos-
pitals. 

TITLE IV—PROVISIONS RELATING TO 
PART A 

Subtitle A—Inpatient Hospital Services 

Sec. 401. Revision of acute care hospital pay-
ment updates. 

Sec. 402. 2-year increase in level of adjust-
ment for indirect costs of med-
ical education (IME). 

Sec. 403. Recognition of new medical tech-
nologies under inpatient hos-
pital PPS. 

Sec. 404. Phase-in of Federal rate for hos-
pitals in Puerto Rico. 

Sec. 405. Reference to provision relating to 
enhanced disproportionate 
share hospital (DSH) payments 
for rural hospitals and urban 
hospitals with fewer than 100 
beds. 

Sec. 406. Reference to provision relating to 
2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 407. Reference to provision for more fre-
quent updates in the weights 
used in hospital market basket. 

Sec. 408. Reference to provision making im-
provements to critical access 
hospital program. 

Sec. 409. GAO study on improving the hos-
pital wage index. 

Subtitle B—Skilled Nursing Facility 
Services 

Sec. 411. Payment for covered skilled nurs-
ing facility services. 
Subtitle C—Hospice 

Sec. 421. Coverage of hospice consultation 
services. 

Sec. 422. 10 percent increase in payment for 
hospice care furnished in a 
frontier area. 

Sec. 423. Rural hospice demonstration 
project. 

Subtitle D—Other Provisions 
Sec. 431. Demonstration project for use of 

recovery audit contractors for 
part A services. 

TITLE V—PROVISIONS RELATING TO 
PART B 

Subtitle A—Physicians’ Services 
Sec. 501. Revision of updates for physicians’ 

services. 
Sec. 502. Studies on access to physicians’ 

services. 
Sec. 503. MedPAC report on payment for 

physicians’ services. 
Sec. 504. 1-year extension of treatment of 

certain physician pathology 
services under medicare. 

Sec. 505. Physician fee schedule wage index 
revision. 

Subtitle B—Other Services 
Sec. 511. Competitive acquisition of certain 

items and services. 
Sec. 512. Payment for ambulance services. 
Sec. 513. 2-year extension of moratorium on 

therapy caps; provisions relat-
ing to reports. 

Sec. 514. Coverage of an initial preventive 
physical examination. 

Sec. 515. Renal dialysis services. 
Sec. 516. Improved payment for certain mam-

mography services. 
Sec. 517. Waiver of part B late enrollment 

penalty for certain military re-
tirees; special enrollment pe-
riod. 

Sec. 518. Coverage of cholesterol and blood 
lipid screening. 

TITLE VI—PROVISIONS RELATING TO 
PARTS A AND B 

Subtitle A—Home Health Services 
Sec. 601. Elimination of 15 percent reduction 

in payment rates under the pro-
spective payment system. 

Sec. 602. Update in home health services. 
Sec. 603. OASIS Task Force; suspension of 

certain OASIS data collection 
requirements pending Task 
Force submittal of report. 

Sec. 604. MedPAC study on medicare mar-
gins of home health agencies. 

Sec. 605. Clarification of treatment of occa-
sional absences in determining 
whether an individual is con-
fined to the home. 

Subtitle B—Direct Graduate Medical 
Education 

Sec. 611. Extension of update limitation on 
high cost programs. 

Sec. 612. Redistribution of unused resident 
positions. 
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Subtitle C—Other Provisions 

Sec. 621. Modifications to Medicare Pay-
ment Advisory Commission 
(MedPAC). 

Sec. 622. Demonstration project for disease 
management for certain medi-
care beneficiaries with diabe-
tes. 

Sec. 623. Demonstration project for medical 
adult day care services. 

Sec. 624. Publication on final written guid-
ance concerning prohibitions 
against discrimination by na-
tional origin with respect to 
health care services. 

TITLE VII—MEDICARE BENEFITS 
ADMINISTRATION 

Sec. 701. Establishment of Medicare Benefits 
Administration. 

TITLE VIII—REGULATORY REDUCTION 
AND CONTRACTING REFORM 
Subtitle A—Regulatory Reform 

Sec. 801. Construction; definition of sup-
plier. 

Sec. 802. Issuance of regulations. 
Sec. 803. Compliance with changes in regula-

tions and policies. 
Sec. 804. Reports and studies relating to reg-

ulatory reform. 
Subtitle B—Contracting Reform 

Sec. 811. Increased flexibility in medicare 
administration. 

Sec. 812. Requirements for information secu-
rity for medicare administra-
tive contractors. 

Subtitle C—Education and Outreach 
Sec. 821. Provider education and technical 

assistance. 
Sec. 822. Small provider technical assistance 

demonstration program. 
Sec. 823. Medicare provider ombudsman; 

medicare beneficiary ombuds-
man. 

Sec. 824. Beneficiary outreach demonstra-
tion program. 

Subtitle D—Appeals and Recovery 
Sec. 831. Transfer of responsibility for medi-

care appeals. 
Sec. 832. Process for expedited access to re-

view. 
Sec. 833. Revisions to medicare appeals proc-

ess. 
Sec. 834. Prepayment review. 
Sec. 835. Recovery of overpayments. 
Sec. 836. Provider enrollment process; right 

of appeal. 
Sec. 837. Process for correction of minor er-

rors and omissions on claims 
without pursuing appeals proc-
ess. 

Sec. 838. Prior determination process for 
certain items and services; ad-
vance beneficiary notices. 

Subtitle E—Miscellaneous Provisions 
Sec. 841. Policy development regarding eval-

uation and management (E & 
M) documentation guidelines. 

Sec. 842. Improvement in oversight of tech-
nology and coverage. 

Sec. 843. Treatment of hospitals for certain 
services under medicare sec-
ondary payor (MSP) provisions. 

Sec. 844. EMTALA improvements. 
Sec. 845. Emergency Medical Treatment and 

Labor Act (EMTALA) Tech-
nical Advisory Group. 

Sec. 846. Authorizing use of arrangements 
with other hospice programs to 
provide core hospice services in 
certain circumstances. 

Sec. 847. Application of OSHA bloodborne 
pathogens standard to certain 
hospitals. 

Sec. 848. BIPA-related technical amend-
ments and corrections. 

Sec. 849. Conforming authority to waive a 
program exclusion. 

Sec. 850. Treatment of certain dental 
claims. 

Sec. 851. Annual publication of list of na-
tional coverage determinations. 

TITLE IX—MEDICAID PROVISIONS 
Sec. 901. National Bipartisan Commission on 

the Future of Medicaid. 
Sec. 902. Disproportionate share hospital 

(DSH) payments. 
Sec. 903. Medicaid pharmacy assistance pro-

gram.
TITLE I—MEDICARE PRESCRIPTION DRUG 

BENEFIT 
SEC. 101. ESTABLISHMENT OF A MEDICARE PRE-

SCRIPTION DRUG BENEFIT. 
(a) IN GENERAL.—Title XVIII is amended—
(1) by redesignating part D as part E; and 
(2) by inserting after part C the following 

new part: 
‘‘PART D—VOLUNTARY PRESCRIPTION DRUG 

BENEFIT PROGRAM 
‘‘SEC. 1860A. BENEFITS; ELIGIBILITY; ENROLL-

MENT; AND COVERAGE PERIOD. 
‘‘(a) PROVISION OF QUALIFIED PRESCRIPTION 

DRUG COVERAGE THROUGH ENROLLMENT IN 
PLANS.—Subject to the succeeding provisions 
of this part, each individual who is entitled 
to benefits under part A or is enrolled under 
part B is entitled to obtain qualified pre-
scription drug coverage (described in section 
1860B(a)) as follows: 

‘‘(1) MEDICARE+CHOICE PLAN.—If the indi-
vidual is eligible to enroll in a 
Medicare+Choice plan that provides qualified 
prescription drug coverage under section 
1851(j), the individual may enroll in the plan 
and obtain coverage through such plan. 

‘‘(2) PRESCRIPTION DRUG PLAN.—If the indi-
vidual is not enrolled in a Medicare+Choice 
plan that provides qualified prescription 
drug coverage, the individual may enroll 
under this part in a prescription drug plan 
(as defined in section 1860J(a)(5)).
Such individuals shall have a choice of such 
plans under section 1860E(d). 

‘‘(b) GENERAL ELECTION PROCEDURES.—
‘‘(1) IN GENERAL.—An individual eligible to 

make an election under subsection (a) may 
elect to enroll in a prescription drug plan 
under this part, or elect the option of quali-
fied prescription drug coverage under a 
Medicare+Choice plan under part C, and to 
change such election only in such manner 
and form as may be prescribed by regula-
tions of the Administrator of the Medicare 
Benefits Administration (appointed under 
section 1808(b)) (in this part referred to as 
the ‘Medicare Benefits Administrator’) and 
only during an election period prescribed in 
or under this subsection. 

‘‘(2) ELECTION PERIODS.—
‘‘(A) IN GENERAL.—Except as provided in 

this paragraph, the election periods under 
this subsection shall be the same as the cov-
erage election periods under the 
Medicare+Choice program under section 
1851(e), including—

‘‘(i) annual coordinated election periods; 
and 

‘‘(ii) special election periods.

In applying the last sentence of section 
1851(e)(4) (relating to discontinuance of a 
Medicare+Choice election during the first 
year of eligibility) under this subparagraph, 
in the case of an election described in such 
section in which the individual had elected 
or is provided qualified prescription drug 
coverage at the time of such first enroll-
ment, the individual shall be permitted to 
enroll in a prescription drug plan under this 
part at the time of the election of coverage 
under the original fee-for-service plan. 

‘‘(B) INITIAL ELECTION PERIODS.—
‘‘(i) INDIVIDUALS CURRENTLY COVERED.—In 

the case of an individual who is entitled to 

benefits under part A or enrolled under part 
B as of November 1, 2004, there shall be an 
initial election period of 6 months beginning 
on that date. 

‘‘(ii) INDIVIDUAL COVERED IN FUTURE.—In 
the case of an individual who is first entitled 
to benefits under part A or enrolled under 
part B after such date, there shall be an ini-
tial election period which is the same as the 
initial enrollment period under section 
1837(d). 

‘‘(C) ADDITIONAL SPECIAL ELECTION PERI-
ODS.—The Administrator shall establish spe-
cial election periods—

‘‘(i) in cases of individuals who have and 
involuntarily lose prescription drug coverage 
described in subsection (c)(2)(C); 

‘‘(ii) in cases described in section 1837(h) 
(relating to errors in enrollment), in the 
same manner as such section applies to part 
B; 

‘‘(iii) in the case of an individual who 
meets such exceptional conditions (including 
conditions provided under section 
1851(e)(4)(D)) as the Administrator may pro-
vide; and 

‘‘(iv) in cases of individuals (as determined 
by the Administrator) who become eligible 
for prescription drug assistance under title 
XIX under section 1935(d). 

‘‘(3) INFORMATION ON PLANS.—Information 
described in section 1860C(b)(1) on prescrip-
tion drug plans shall be made available dur-
ing open enrollment periods. 

‘‘(c) GUARANTEED ISSUE; COMMUNITY RAT-
ING; AND NONDISCRIMINATION.—

‘‘(1) GUARANTEED ISSUE.—
‘‘(A) IN GENERAL.—An eligible individual 

who is eligible to elect qualified prescription 
drug coverage under a prescription drug plan 
or Medicare+Choice plan at a time during 
which elections are accepted under this part 
with respect to the plan shall not be denied 
enrollment based on any health status-re-
lated factor (described in section 2702(a)(1) of 
the Public Health Service Act) or any other 
factor. 

‘‘(B) MEDICARE+CHOICE LIMITATIONS PER-
MITTED.—The provisions of paragraphs (2) 
and (3) (other than subparagraph (C)(i), relat-
ing to default enrollment) of section 1851(g) 
(relating to priority and limitation on termi-
nation of election) shall apply to PDP spon-
sors under this subsection. 

‘‘(2) COMMUNITY-RATED PREMIUM.—
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who maintains (as determined under 
subparagraph (C)) continuous prescription 
drug coverage since the date the individual 
first qualifies to elect prescription drug cov-
erage under this part, a PDP sponsor or 
Medicare+Choice organization offering a pre-
scription drug plan or Medicare+Choice plan 
that provides qualified prescription drug 
coverage and in which the individual is en-
rolled may not deny, limit, or condition the 
coverage or provision of covered prescription 
drug benefits or vary or increase the pre-
mium under the plan based on any health 
status-related factor described in section 
2702(a)(1) of the Public Health Service Act or 
any other factor. 

‘‘(B) LATE ENROLLMENT PENALTY.—In the 
case of an individual who does not maintain 
such continuous prescription drug coverage 
(as described in subparagraph (C)), a PDP 
sponsor or Medicare+Choice organization 
may (notwithstanding any provision in this 
title) adjust the premium otherwise applica-
ble or impose a pre-existing condition exclu-
sion with respect to qualified prescription 
drug coverage in a manner that reflects addi-
tional actuarial risk involved. Such a risk 
shall be established through an appropriate 
actuarial opinion of the type described in 
subparagraphs (A) through (C) of section 
2103(c)(4). 
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‘‘(C) CONTINUOUS PRESCRIPTION DRUG COV-

ERAGE.—An individual is considered for pur-
poses of this part to be maintaining contin-
uous prescription drug coverage on and after 
the date the individual first qualifies to elect 
prescription drug coverage under this part if 
the individual establishes that as of such 
date the individual is covered under any of 
the following prescription drug coverage and 
before the date that is the last day of the 63-
day period that begins on the date of termi-
nation of the particular prescription drug 
coverage involved (regardless of whether the 
individual subsequently obtains any of the 
following prescription drug coverage): 

‘‘(i) COVERAGE UNDER PRESCRIPTION DRUG 
PLAN OR MEDICARE+CHOICE PLAN.—Qualified 
prescription drug coverage under a prescrip-
tion drug plan or under a Medicare+Choice 
plan. 

‘‘(ii) MEDICAID PRESCRIPTION DRUG COV-
ERAGE.—Prescription drug coverage under a 
medicaid plan under title XIX, including 
through the Program of All-inclusive Care 
for the Elderly (PACE) under section 1934, 
through a social health maintenance organi-
zation (referred to in section 4104(c) of the 
Balanced Budget Act of 1997), or through a 
Medicare+Choice project that demonstrates 
the application of capitation payment rates 
for frail elderly medicare beneficiaries 
through the use of a interdisciplinary team 
and through the provision of primary care 
services to such beneficiaries by means of 
such a team at the nursing facility involved. 

‘‘(iii) PRESCRIPTION DRUG COVERAGE UNDER 
GROUP HEALTH PLAN.—Any outpatient pre-
scription drug coverage under a group health 
plan, including a health benefits plan under 
the Federal Employees Health Benefit Plan 
under chapter 89 of title 5, United States 
Code, and a qualified retiree prescription 
drug plan as defined in section 1860H(f)(1), 
but only if (subject to subparagraph (E)(ii)) 
the coverage provides benefits at least equiv-
alent to the benefits under a qualified pre-
scription drug plan. 

‘‘(iv) PRESCRIPTION DRUG COVERAGE UNDER 
CERTAIN MEDIGAP POLICIES.—Coverage under 
a medicare supplemental policy under sec-
tion 1882 that provides benefits for prescrip-
tion drugs (whether or not such coverage 
conforms to the standards for packages of 
benefits under section 1882(p)(1)), but only if 
the policy was in effect on January 1, 2005, 
and if (subject to subparagraph (E)(ii)) the 
coverage provides benefits at least equiva-
lent to the benefits under a qualified pre-
scription drug plan. 

‘‘(v) STATE PHARMACEUTICAL ASSISTANCE 
PROGRAM.—Coverage of prescription drugs 
under a State pharmaceutical assistance pro-
gram, but only if (subject to subparagraph 
(E)(ii)) the coverage provides benefits at 
least equivalent to the benefits under a 
qualified prescription drug plan. 

‘‘(vi) VETERANS’ COVERAGE OF PRESCRIPTION 
DRUGS.—Coverage of prescription drugs for 
veterans under chapter 17 of title 38, United 
States Code, but only if (subject to subpara-
graph (E)(ii)) the coverage provides benefits 
at least equivalent to the benefits under a 
qualified prescription drug plan. 

‘‘(D) CERTIFICATION.—For purposes of car-
rying out this paragraph, the certifications 
of the type described in sections 2701(e) of 
the Public Health Service Act and in section 
9801(e) of the Internal Revenue Code shall 
also include a statement for the period of 
coverage of whether the individual involved 
had prescription drug coverage described in 
subparagraph (C). 

‘‘(E) DISCLOSURE.—
‘‘(i) IN GENERAL.—Each entity that offers 

coverage of the type described in clause (iii), 
(iv), (v), or (vi) of subparagraph (C) shall pro-
vide for disclosure, consistent with standards 
established by the Administrator, of whether 

such coverage provides benefits at least 
equivalent to the benefits under a qualified 
prescription drug plan. 

‘‘(ii) WAIVER OF LIMITATIONS.—An indi-
vidual may apply to the Administrator to 
waive the requirement that coverage of such 
type provide benefits at least equivalent to 
the benefits under a qualified prescription 
drug plan, if the individual establishes that 
the individual was not adequately informed 
that such coverage did not provide such level 
of benefits. 

‘‘(F) CONSTRUCTION.—Nothing in this sec-
tion shall be construed as preventing the 
disenrollment of an individual from a pre-
scription drug plan or a Medicare+Choice 
plan based on the termination of an election 
described in section 1851(g)(3), including for 
non-payment of premiums or for other rea-
sons specified in subsection (d)(3), which 
takes into account a grace period described 
in section 1851(g)(3)(B)(i). 

‘‘(3) NONDISCRIMINATION.—A PDP sponsor 
offering a prescription drug plan shall not es-
tablish a service area in a manner that 
would discriminate based on health or eco-
nomic status of potential enrollees. 

‘‘(d) EFFECTIVE DATE OF ELECTIONS.—
‘‘(1) IN GENERAL.—Except as provided in 

this section, the Administrator shall provide 
that elections under subsection (b) take ef-
fect at the same time as the Administrator 
provides that similar elections under section 
1851(e) take effect under section 1851(f). 

‘‘(2) NO ELECTION EFFECTIVE BEFORE 2005.—In 
no case shall any election take effect before 
January 1, 2005. 

‘‘(3) TERMINATION.—The Administrator 
shall provide for the termination of an elec-
tion in the case of—

‘‘(A) termination of coverage under both 
part A and part B; and 

‘‘(B) termination of elections described in 
section 1851(g)(3) (including failure to pay re-
quired premiums). 
‘‘SEC. 1860B. REQUIREMENTS FOR QUALIFIED 

PRESCRIPTION DRUG COVERAGE. 

‘‘(a) REQUIREMENTS.—
‘‘(1) IN GENERAL.—For purposes of this part 

and part C, the term ‘qualified prescription 
drug coverage’ means either of the following: 

‘‘(A) STANDARD COVERAGE WITH ACCESS TO 
NEGOTIATED PRICES.—Standard coverage (as 
defined in subsection (b)) and access to nego-
tiated prices under subsection (d). 

‘‘(B) ACTUARIALLY EQUIVALENT COVERAGE 
WITH ACCESS TO NEGOTIATED PRICES.—Cov-
erage of covered outpatient drugs which 
meets the alternative coverage requirements 
of subsection (c) and access to negotiated 
prices under subsection (d), but only if it is 
approved by the Administrator, as provided 
under subsection (c). 

‘‘(2) PERMITTING ADDITIONAL OUTPATIENT 
PRESCRIPTION DRUG COVERAGE.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B), nothing in this part shall be construed 
as preventing qualified prescription drug 
coverage from including coverage of covered 
outpatient drugs that exceeds the coverage 
required under paragraph (1), but any such 
additional coverage shall be limited to cov-
erage of covered outpatient drugs. 

‘‘(B) DISAPPROVAL AUTHORITY.—The Admin-
istrator shall review the offering of qualified 
prescription drug coverage under this part or 
part C. If the Administrator finds that, in 
the case of a qualified prescription drug cov-
erage under a prescription drug plan or a 
Medicare+Choice plan, that the organization 
or sponsor offering the coverage is engaged 
in activities intended to discourage enroll-
ment of classes of eligible medicare bene-
ficiaries obtaining coverage through the plan 
on the basis of their higher likelihood of uti-
lizing prescription drug coverage, the Ad-
ministrator may terminate the contract 

with the sponsor or organization under this 
part or part C. 

‘‘(3) APPLICATION OF SECONDARY PAYOR PRO-
VISIONS.—The provisions of section 1852(a)(4) 
shall apply under this part in the same man-
ner as they apply under part C. 

‘‘(b) STANDARD COVERAGE.—For purposes of 
this part, the ‘standard coverage’ is coverage 
of covered outpatient drugs (as defined in 
subsection (f)) that meets the following re-
quirements: 

‘‘(1) DEDUCTIBLE.—The coverage has an an-
nual deductible—

‘‘(A) for 2005, that is equal to $250; or 
‘‘(B) for a subsequent year, that is equal to 

the amount specified under this paragraph 
for the previous year increased by the per-
centage specified in paragraph (5) for the 
year involved.
Any amount determined under subparagraph 
(B) that is not a multiple of $10 shall be 
rounded to the nearest multiple of $10. 

‘‘(2) LIMITS ON COST-SHARING.—
‘‘(A) IN GENERAL.—The coverage has cost-

sharing (for costs above the annual deduct-
ible specified in paragraph (1) and up to the 
initial coverage limit under paragraph (3)) as 
follows: 

‘‘(i) FIRST COPAYMENT RANGE.—For costs 
above the annual deductible specified in 
paragraph (1) and up to amount specified in 
subparagraph (C), the cost-sharing—

‘‘(I) is equal to 20 percent; or 
‘‘(II) is actuarially equivalent (using proc-

esses established under subsection (e)) to an 
average expected payment of 20 percent of 
such costs. 

‘‘(ii) SECONDARY COPAYMENT RANGE.—For 
costs above the amount specified in subpara-
graph (C) and up to the initial coverage 
limit, the cost-sharing—

‘‘(I) is equal to 50 percent; or 
‘‘(II) is actuarially consistent (using proc-

esses established under subsection (e)) with 
an average expected payment of 50 percent of 
such costs. 

‘‘(B) USE OF TIERED COPAYMENTS.—Nothing 
in this part shall be construed as preventing 
a PDP sponsor from applying tiered copay-
ments, so long as such tiered copayments are 
consistent with subparagraph (A). 

‘‘(C) INITIAL COPAYMENT THRESHOLD.—The 
amount specified in this subparagraph—

‘‘(i) for 2005, is equal to $1,000; or 
‘‘(ii) for a subsequent year, is equal to the 

amount specified in this subparagraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.

Any amount determined under clause (ii) 
that is not a multiple of $10 shall be rounded 
to the nearest multiple of $10. 

‘‘(3) INITIAL COVERAGE LIMIT.—Subject to 
paragraph (4), the coverage has an initial 
coverage limit on the maximum costs that 
may be recognized for payment purposes—

‘‘(A) for 2005, that is equal to $2,000; or 
‘‘(B) for a subsequent year, that is equal to 

the amount specified in this paragraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.

Any amount determined under subparagraph 
(B) that is not a multiple of $25 shall be 
rounded to the nearest multiple of $25. 

‘‘(4) CATASTROPHIC PROTECTION.—
‘‘(A) IN GENERAL.—Notwithstanding para-

graph (3), the coverage provides benefits with 
no cost-sharing after the individual has in-
curred costs (as described in subparagraph 
(C)) for covered outpatient drugs in a year 
equal to the annual out-of-pocket threshold 
specified in subparagraph (B). 

‘‘(B) ANNUAL OUT-OF-POCKET THRESHOLD.—
For purposes of this part, the ‘annual out-of-
pocket threshold’ specified in this subpara-
graph—
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‘‘(i) for 2005, is equal to $3,700; or 
‘‘(ii) for a subsequent year, is equal to the 

amount specified in this subparagraph for 
the previous year, increased by the annual 
percentage increase described in paragraph 
(5) for the year involved.

Any amount determined under clause (ii) 
that is not a multiple of $100 shall be round-
ed to the nearest multiple of $100. 

‘‘(C) APPLICATION.—In applying subpara-
graph (A)—

‘‘(i) incurred costs shall only include costs 
incurred for the annual deductible (described 
in paragraph (1)), cost-sharing (described in 
paragraph (2)), and amounts for which bene-
fits are not provided because of the applica-
tion of the initial coverage limit described in 
paragraph (3); and 

‘‘(ii) such costs shall be treated as incurred 
only if they are paid by the individual (or by 
another individual, such as a family member, 
on behalf of the individual), under section 
1860G, or under title XIX and the individual 
(or other individual) is not reimbursed 
through insurance or otherwise, a group 
health plan, or other third-party payment 
arrangement for such costs. 

‘‘(5) ANNUAL PERCENTAGE INCREASE.—For 
purposes of this part, the annual percentage 
increase specified in this paragraph for a 
year is equal to the annual percentage in-
crease in average per capita aggregate ex-
penditures for covered outpatient drugs in 
the United States for medicare beneficiaries, 
as determined by the Administrator for the 
12-month period ending in July of the pre-
vious year. 

‘‘(c) ALTERNATIVE COVERAGE REQUIRE-
MENTS.—A prescription drug plan or 
Medicare+Choice plan may provide a dif-
ferent prescription drug benefit design from 
the standard coverage described in sub-
section (b) so long as the Administrator de-
termines (based on an actuarial analysis by 
the Administrator) that the following re-
quirements are met and the plan applies for, 
and receives, the approval of the Adminis-
trator for such benefit design: 

‘‘(1) ASSURING AT LEAST ACTUARIALLY 
EQUIVALENT COVERAGE.—

‘‘(A) ASSURING EQUIVALENT VALUE OF TOTAL 
COVERAGE.—The actuarial value of the total 
coverage (as determined under subsection 
(e)) is at least equal to the actuarial value 
(as so determined) of standard coverage. 

‘‘(B) ASSURING EQUIVALENT UNSUBSIDIZED 
VALUE OF COVERAGE.—The unsubsidized value 
of the coverage is at least equal to the un-
subsidized value of standard coverage. For 
purposes of this subparagraph, the unsub-
sidized value of coverage is the amount by 
which the actuarial value of the coverage (as 
determined under subsection (e)) exceeds the 
actuarial value of the subsidy payments 
under section 1860H with respect to such cov-
erage. 

‘‘(C) ASSURING STANDARD PAYMENT FOR 
COSTS AT INITIAL COVERAGE LIMIT.—The cov-
erage is designed, based upon an actuarially 
representative pattern of utilization (as de-
termined under subsection (e)), to provide 
for the payment, with respect to costs in-
curred that are equal to the initial coverage 
limit under subsection (b)(3), of an amount 
equal to at least the sum of the following 
products: 

‘‘(i) FIRST COPAYMENT RANGE.—The product 
of—

‘‘(I) the amount by which the initial copay-
ment threshold described in subsection 
(b)(2)(C) exceeds the deductible described in 
subsection (b)(1); and 

‘‘(II) 100 percent minus the cost-sharing 
percentage specified in subsection 
(b)(2)(A)(i)(I). 

‘‘(ii) SECONDARY COPAYMENT RANGE.—The 
product of—

‘‘(I) the amount by which the initial cov-
erage limit described in subsection (b)(3) ex-
ceeds the initial copayment threshold de-
scribed in subsection (b)(2)(C); and 

‘‘(II) 100 percent minus the cost-sharing 
percentage specified in subsection 
(b)(2)(A)(ii)(I). 

‘‘(2) CATASTROPHIC PROTECTION.—The cov-
erage provides for beneficiaries the cata-
strophic protection described in subsection 
(b)(4). 

‘‘(d) ACCESS TO NEGOTIATED PRICES.—
‘‘(1) IN GENERAL.—Under qualified prescrip-

tion drug coverage offered by a PDP sponsor 
or a Medicare+Choice organization, the spon-
sor or organization shall provide bene-
ficiaries with access to negotiated prices (in-
cluding applicable discounts) used for pay-
ment for covered outpatient drugs, regard-
less of the fact that no benefits may be pay-
able under the coverage with respect to such 
drugs because of the application of cost-shar-
ing or an initial coverage limit (described in 
subsection (b)(3)). Insofar as a State elects to 
provide medical assistance under title XIX 
for a drug based on the prices negotiated by 
a prescription drug plan under this part, the 
requirements of section 1927 shall not apply 
to such drugs. The prices negotiated by a 
prescription drug plan under this part, by a 
Medicare+Choice plan with respect to cov-
ered outpatient drugs, or by a qualified re-
tiree prescription drug plan (as defined in 
section 1860H(f)(1)) with respect to such 
drugs on behalf of individuals entitled to 
benefits under part A or enrolled under part 
B, shall (notwithstanding any other provi-
sion of law) not be taken into account for 
the purposes of establishing the best price 
under section 1927(c)(1)(C). 

‘‘(2) DISCLOSURE.—The PDP sponsor or 
Medicare+Choice organization shall disclose 
to the Administrator (in a manner specified 
by the Administrator) the extent to which 
discounts or rebates made available to the 
sponsor or organization by a manufacturer 
are passed through to enrollees through 
pharmacies and other dispensers or other-
wise. The provisions of section 1927(b)(3)(D) 
shall apply to information disclosed to the 
Administrator under this paragraph in the 
same manner as such provisions apply to in-
formation disclosed under such section. 

‘‘(e) ACTUARIAL VALUATION; DETERMINATION 
OF ANNUAL PERCENTAGE INCREASES.—

‘‘(1) PROCESSES.—For purposes of this sec-
tion, the Administrator shall establish proc-
esses and methods—

‘‘(A) for determining the actuarial valu-
ation of prescription drug coverage, includ-
ing—

‘‘(i) an actuarial valuation of standard cov-
erage and of the reinsurance subsidy pay-
ments under section 1860H; 

‘‘(ii) the use of generally accepted actu-
arial principles and methodologies; and 

‘‘(iii) applying the same methodology for 
determinations of alternative coverage 
under subsection (c) as is used with respect 
to determinations of standard coverage 
under subsection (b); and 

‘‘(B) for determining annual percentage in-
creases described in subsection (b)(5). 

‘‘(2) USE OF OUTSIDE ACTUARIES.—Under the 
processes under paragraph (1)(A), PDP spon-
sors and Medicare+Choice organizations may 
use actuarial opinions certified by inde-
pendent, qualified actuaries to establish ac-
tuarial values, but the Administrator shall 
determine whether such actuarial values 
meet the requirements under subsection 
(c)(1). 

‘‘(f) COVERED OUTPATIENT DRUGS DE-
FINED.—

‘‘(1) IN GENERAL.—Except as provided in 
this subsection, for purposes of this part, the 
term ‘covered outpatient drug’ means—

‘‘(A) a drug that may be dispensed only 
upon a prescription and that is described in 
subparagraph (A)(i) or (A)(ii) of section 
1927(k)(2); or 

‘‘(B) a biological product described in 
clauses (i) through (iii) of subparagraph (B) 
of such section or insulin described in sub-
paragraph (C) of such section,

and such term includes a vaccine licensed 
under section 351 of the Public Health Serv-
ice Act and any use of a covered outpatient 
drug for a medically accepted indication (as 
defined in section 1927(k)(6)). 

‘‘(2) EXCLUSIONS.—
‘‘(A) IN GENERAL.—Such term does not in-

clude drugs or classes of drugs, or their med-
ical uses, which may be excluded from cov-
erage or otherwise restricted under section 
1927(d)(2), other than subparagraph (E) there-
of (relating to smoking cessation agents), or 
under section 1927(d)(3). 

‘‘(B) AVOIDANCE OF DUPLICATE COVERAGE.—
A drug prescribed for an individual that 
would otherwise be a covered outpatient 
drug under this part shall not be so consid-
ered if payment for such drug is available 
under part A or B for an individual entitled 
to benefits under part A and enrolled under 
part B. 

‘‘(3) APPLICATION OF FORMULARY RESTRIC-
TIONS.—A drug prescribed for an individual 
that would otherwise be a covered outpatient 
drug under this part shall not be so consid-
ered under a plan if the plan excludes the 
drug under a formulary and such exclusion is 
not successfully appealed under section 
1860C(f)(2). 

‘‘(4) APPLICATION OF GENERAL EXCLUSION 
PROVISIONS.—A prescription drug plan or 
Medicare+Choice plan may exclude from 
qualified prescription drug coverage any cov-
ered outpatient drug—

‘‘(A) for which payment would not be made 
if section 1862(a) applied to part D; or 

‘‘(B) which are not prescribed in accord-
ance with the plan or this part.

Such exclusions are determinations subject 
to reconsideration and appeal pursuant to 
section 1860C(f). 
‘‘SEC. 1860C. BENEFICIARY PROTECTIONS FOR 

QUALIFIED PRESCRIPTION DRUG 
COVERAGE. 

‘‘(a) GUARANTEED ISSUE, COMMUNITY-RATED 
PREMIUMS, ACCESS TO NEGOTIATED PRICES, 
AND NONDISCRIMINATION.—For provisions re-
quiring guaranteed issue, community-rated 
premiums, access to negotiated prices, and 
nondiscrimination, see sections 1860A(c)(1), 
1860A(c)(2), 1860B(d), and 1860F(b), respec-
tively. 

‘‘(b) DISSEMINATION OF INFORMATION.—
‘‘(1) GENERAL INFORMATION.—A PDP spon-

sor shall disclose, in a clear, accurate, and 
standardized form to each enrollee with a 
prescription drug plan offered by the sponsor 
under this part at the time of enrollment 
and at least annually thereafter, the infor-
mation described in section 1852(c)(1) relat-
ing to such plan. Such information includes 
the following: 

‘‘(A) Access to covered outpatient drugs, 
including access through pharmacy net-
works. 

‘‘(B) How any formulary used by the spon-
sor functions, including the drugs included 
in the formulary. 

‘‘(C) Co-payments and deductible require-
ments, including the identification of the 
tiered or other co-payment level applicable 
to each drug (or class of drugs). 

‘‘(D) Grievance and appeals procedures.

Such information shall also be made avail-
able on request to prospective enrollees dur-
ing annual open enrollment periods. 

‘‘(2) DISCLOSURE UPON REQUEST OF GENERAL 
COVERAGE, UTILIZATION, AND GRIEVANCE IN-
FORMATION.—Upon request of an individual 
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eligible to enroll under a prescription drug 
plan, the PDP sponsor shall provide the in-
formation described in section 1852(c)(2) 
(other than subparagraph (D)) to such indi-
vidual. 

‘‘(3) RESPONSE TO BENEFICIARY QUESTIONS.—
Each PDP sponsor offering a prescription 
drug plan shall have a mechanism for pro-
viding specific information to enrollees upon 
request. The sponsor shall make available on 
a timely basis, through an Internet website 
and in writing upon request, information on 
specific changes in its formulary. 

‘‘(4) CLAIMS INFORMATION.—Each PDP spon-
sor offering a prescription drug plan must 
furnish to enrolled individuals in a form eas-
ily understandable to such individuals an ex-
planation of benefits (in accordance with 
section 1806(a) or in a comparable manner) 
and a notice of the benefits in relation to ini-
tial coverage limit and annual out-of-pocket 
threshold for the current year, whenever pre-
scription drug benefits are provided under 
this part (except that such notice need not 
be provided more often than monthly). 

‘‘(c) ACCESS TO COVERED BENEFITS.—
‘‘(1) ASSURING PHARMACY ACCESS.—
‘‘(A) IN GENERAL.—The PDP sponsor of the 

prescription drug plan shall secure the par-
ticipation in its network of a sufficient num-
ber of pharmacies that dispense (other than 
by mail order) drugs directly to patients to 
ensure convenient access (as determined by 
the Administrator and including adequate 
emergency access) for enrolled beneficiaries, 
in accordance with standards established 
under section 1860D(e) that ensure such con-
venient access. 

‘‘(B) USE OF POINT-OF-SERVICE SYSTEM.—A 
PDP sponsor shall establish an optional 
point-of-service method of operation under 
which—

‘‘(i) the plan provides access to any or all 
pharmacies that are not participating phar-
macies in its network; and 

‘‘(ii) the plan may charge beneficiaries 
through adjustments in premiums and co-
payments any additional costs associated 
with the point-of-service option.

The additional copayments so charged shall 
not count toward the application of section 
1860B(b). 

‘‘(2) USE OF STANDARDIZED TECHNOLOGY.—
‘‘(A) IN GENERAL.—The PDP sponsor of a 

prescription drug plan shall issue (and re-
issue, as appropriate) such a card (or other 
technology) that may be used by an enrolled 
beneficiary to assure access to negotiated 
prices under section 1860B(d) for the pur-
chase of prescription drugs for which cov-
erage is not otherwise provided under the 
prescription drug plan. 

‘‘(B) STANDARDS.—
‘‘(i) DEVELOPMENT.—The Administrator 

shall provide for the development of national 
standards relating to a standardized format 
for the card or other technology referred to 
in subparagraph (A). Such standards shall be 
compatible with standards established under 
part C of title XI. 

‘‘(ii) APPLICATION OF ADVISORY TASK 
FORCE.—The advisory task force established 
under subsection (d)(3)(B)(ii) shall provide 
recommendations to the Administrator 
under such subsection regarding the stand-
ards developed under clause (i). 

‘‘(3) REQUIREMENTS ON DEVELOPMENT AND 
APPLICATION OF FORMULARIES.—If a PDP 
sponsor of a prescription drug plan uses a 
formulary, the following requirements must 
be met: 

‘‘(A) PHARMACY AND THERAPEUTIC (P&T) 
COMMITTEE.—The sponsor must establish a 
pharmacy and therapeutic committee that 
develops and reviews the formulary. Such 
committee shall include at least one prac-
ticing physician and at least one practicing 

pharmacist both with expertise in the care of 
elderly or disabled persons and a majority of 
its members shall consist of individuals who 
are a practicing physician or a practicing 
pharmacist (or both). 

‘‘(B) FORMULARY DEVELOPMENT.—In devel-
oping and reviewing the formulary, the com-
mittee shall base clinical decisions on the 
strength of scientific evidence and standards 
of practice, including assessing peer-re-
viewed medical literature, such as random-
ized clinical trials, pharmacoeconomic stud-
ies, outcomes research data, and such other 
information as the committee determines to 
be appropriate. 

‘‘(C) INCLUSION OF DRUGS IN ALL THERA-
PEUTIC CATEGORIES.—The formulary must in-
clude drugs within each therapeutic category 
and class of covered outpatient drugs (al-
though not necessarily for all drugs within 
such categories and classes). 

‘‘(D) PROVIDER EDUCATION.—The committee 
shall establish policies and procedures to 
educate and inform health care providers 
concerning the formulary. 

‘‘(E) NOTICE BEFORE REMOVING DRUGS FROM 
FORMULARY.—Any removal of a drug from a 
formulary shall take effect only after appro-
priate notice is made available to bene-
ficiaries and physicians. 

‘‘(F) GRIEVANCES AND APPEALS RELATING TO 
APPLICATION OF FORMULARIES.—For provi-
sions relating to grievances and appeals of 
coverage, see subsections (e) and (f). 

‘‘(d) COST AND UTILIZATION MANAGEMENT; 
QUALITY ASSURANCE; MEDICATION THERAPY 
MANAGEMENT PROGRAM.—

‘‘(1) IN GENERAL.—The PDP sponsor shall 
have in place with respect to covered out-
patient drugs—

‘‘(A) an effective cost and drug utilization 
management program, including medically 
appropriate incentives to use generic drugs 
and therapeutic interchange, when appro-
priate; 

‘‘(B) quality assurance measures and sys-
tems to reduce medical errors and adverse 
drug interactions, including a medication 
therapy management program described in 
paragraph (2) and for years beginning with 
2006, an electronic prescription program de-
scribed in paragraph (3); and 

‘‘(C) a program to control fraud, abuse, and 
waste.

Nothing in this section shall be construed as 
impairing a PDP sponsor from applying cost 
management tools (including differential 
payments) under all methods of operation. 

‘‘(2) MEDICATION THERAPY MANAGEMENT 
PROGRAM.—

‘‘(A) IN GENERAL.—A medication therapy 
management program described in this para-
graph is a program of drug therapy manage-
ment and medication administration that is 
designed to assure, with respect to bene-
ficiaries with chronic diseases (such as dia-
betes, asthma, hypertension, and congestive 
heart failure) or multiple prescriptions, that 
covered outpatient drugs under the prescrip-
tion drug plan are appropriately used to 
achieve therapeutic goals and reduce the 
risk of adverse events, including adverse 
drug interactions. 

‘‘(B) ELEMENTS.—Such program may in-
clude—

‘‘(i) enhanced beneficiary understanding of 
such appropriate use through beneficiary 
education, counseling, and other appropriate 
means; 

‘‘(ii) increased beneficiary adherence with 
prescription medication regimens through 
medication refill reminders, special pack-
aging, and other appropriate means; and 

‘‘(iii) detection of patterns of overuse and 
underuse of prescription drugs. 

‘‘(C) DEVELOPMENT OF PROGRAM IN COOPERA-
TION WITH LICENSED PHARMACISTS.—The pro-

gram shall be developed in cooperation with 
licensed and practicing pharmacists and phy-
sicians. 

‘‘(D) CONSIDERATIONS IN PHARMACY FEES.—
The PDP sponsor of a prescription drug pro-
gram shall take into account, in establishing 
fees for pharmacists and others providing 
services under the medication therapy man-
agement program, the resources and time 
used in implementing the program. 

‘‘(3) ELECTRONIC PRESCRIPTION PROGRAM.—
‘‘(A) IN GENERAL.—An electronic prescrip-

tion drug program described in this para-
graph is a program that includes at least the 
following components, consistent with na-
tional standards established under subpara-
graph (B): 

‘‘(i) ELECTRONIC TRANSMITTAL OF PRESCRIP-
TIONS.—Prescriptions are only received elec-
tronically, except in emergency cases and 
other exceptional circumstances recognized 
by the Administrator. 

‘‘(ii) PROVISION OF INFORMATION TO PRE-
SCRIBING HEALTH CARE PROFESSIONAL.—The 
program provides, upon transmittal of a pre-
scription by a prescribing health care profes-
sional, for transmittal by the pharmacist to 
the professional of information that in-
cludes—

‘‘(I) information (to the extent available 
and feasible) on the drugs being prescribed 
for that patient and other information relat-
ing to the medical history or condition of 
the patient that may be relevant to the ap-
propriate prescription for that patient; 

‘‘(II) cost-effective alternatives (if any) for 
the use of the drug prescribed; and 

‘‘(III) information on the drugs included in 
the applicable formulary.
To the extent feasible, such program shall 
permit the prescribing health care profes-
sional to provide (and be provided) related 
information on an interactive, real-time 
basis. 

‘‘(B) STANDARDS.—
‘‘(i) DEVELOPMENT.—The Administrator 

shall provide for the development of national 
standards relating to the electronic prescrip-
tion drug program described in subparagraph 
(A). Such standards shall be compatible with 
standards established under part C of title 
XI. 

‘‘(ii) ADVISORY TASK FORCE.—In developing 
such standards and the standards described 
in subsection (c)(2)(B)(i) the Administrator 
shall establish a task force that includes rep-
resentatives of physicians, hospitals, phar-
macists, and technology experts and rep-
resentatives of the Departments of Veterans 
Affairs and Defense and other appropriate 
Federal agencies to provide recommenda-
tions to the Administrator on such stand-
ards, including recommendations relating to 
the following: 

‘‘(I) The range of available computerized 
prescribing software and hardware and their 
costs to develop and implement. 

‘‘(II) The extent to which such systems re-
duce medication errors and can be readily 
implemented by physicians and hospitals. 

‘‘(III) Efforts to develop a common soft-
ware platform for computerized prescribing. 

‘‘(IV) The cost of implementing such sys-
tems in the range of hospital and physician 
office settings, including hardware, software, 
and training costs. 

‘‘(V) Implementation issues as they relate 
to part C of title XI, and current Federal and 
State prescribing laws and regulations and 
their impact on implementation of comput-
erized prescribing. 

‘‘(iii) DEADLINES.—
‘‘(I) The Administrator shall constitute the 

task force under clause (ii) by not later than 
April 1, 2003. 

‘‘(II) Such task force shall submit rec-
ommendations to Administrator by not later 
than January 1, 2004. 
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‘‘(III) The Administrator shall develop and 

promulgate the national standards referred 
to in clause (ii) by not later than January 1, 
2005. 

‘‘(C) REFERENCE TO AVAILABILITY OF GRANT 
FUNDS.—Grant funds are authorized under 
section 399O of the Public Health Service Act 
to provide assistance to health care pro-
viders in implementing electronic prescrip-
tion drug programs. 

‘‘(4) TREATMENT OF ACCREDITATION.—Sec-
tion 1852(e)(4) (relating to treatment of ac-
creditation) shall apply to prescription drug 
plans under this part with respect to the fol-
lowing requirements, in the same manner as 
they apply to Medicare+Choice plans under 
part C with respect to the requirements de-
scribed in a clause of section 1852(e)(4)(B): 

‘‘(A) Paragraph (1) (including quality as-
surance), including medication therapy man-
agement program under paragraph (2). 

‘‘(B) Subsection (c)(1) (relating to access to 
covered benefits). 

‘‘(C) Subsection (g) (relating to confiden-
tiality and accuracy of enrollee records). 

‘‘(5) PUBLIC DISCLOSURE OF PHARMACEUTICAL 
PRICES FOR EQUIVALENT DRUGS.—Each PDP 
sponsor shall provide that each pharmacy or 
other dispenser that arranges for the dis-
pensing of a covered outpatient drug shall 
inform the beneficiary at the time of pur-
chase of the drug of any differential between 
the price of the prescribed drug to the en-
rollee and the price of the lowest cost ge-
neric drug covered under the plan that is 
therapeutically equivalent and bioequiva-
lent. 

‘‘(e) GRIEVANCE MECHANISM, COVERAGE DE-
TERMINATIONS, AND RECONSIDERATIONS.—

‘‘(1) IN GENERAL.—Each PDP sponsor shall 
provide meaningful procedures for hearing 
and resolving grievances between the organi-
zation (including any entity or individual 
through which the sponsor provides covered 
benefits) and enrollees with prescription 
drug plans of the sponsor under this part in 
accordance with section 1852(f). 

‘‘(2) APPLICATION OF COVERAGE DETERMINA-
TION AND RECONSIDERATION PROVISIONS.—A 
PDP sponsor shall meet the requirements of 
paragraphs (1) through (3) of section 1852(g) 
with respect to covered benefits under the 
prescription drug plan it offers under this 
part in the same manner as such require-
ments apply to a Medicare+Choice organiza-
tion with respect to benefits it offers under 
a Medicare+Choice plan under part C. 

‘‘(3) REQUEST FOR REVIEW OF TIERED FOR-
MULARY DETERMINATIONS.—In the case of a 
prescription drug plan offered by a PDP 
sponsor that provides for tiered cost-sharing 
for drugs included within a formulary and 
provides lower cost-sharing for preferred 
drugs included within the formulary, an indi-
vidual who is enrolled in the plan may re-
quest coverage of a nonpreferred drug under 
the terms applicable for preferred drugs if 
the prescribing physician determines that 
the preferred drug for treatment of the same 
condition is not as effective for the indi-
vidual or has adverse effects for the indi-
vidual. 

‘‘(f) APPEALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (2), 

a PDP sponsor shall meet the requirements 
of paragraphs (4) and (5) of section 1852(g) 
with respect to drugs not included on any 
formulary in the same manner as such re-
quirements apply to a Medicare+Choice or-
ganization with respect to benefits it offers 
under a Medicare+Choice plan under part C. 

‘‘(2) FORMULARY DETERMINATIONS.—An indi-
vidual who is enrolled in a prescription drug 
plan offered by a PDP sponsor may appeal to 
obtain coverage for a covered outpatient 
drug that is not on a formulary of the spon-
sor if the prescribing physician determines 
that the formulary drug for treatment of the 

same condition is not as effective for the in-
dividual or has adverse effects for the indi-
vidual. 

‘‘(g) CONFIDENTIALITY AND ACCURACY OF EN-
ROLLEE RECORDS.—A PDP sponsor shall meet 
the requirements of section 1852(h) with re-
spect to enrollees under this part in the 
same manner as such requirements apply to 
a Medicare+Choice organization with respect 
to enrollees under part C. 
‘‘SEC. 1860D. REQUIREMENTS FOR PRESCRIPTION 

DRUG PLAN (PDP) SPONSORS; CON-
TRACTS; ESTABLISHMENT OF 
STANDARDS. 

‘‘(a) GENERAL REQUIREMENTS.—Each PDP 
sponsor of a prescription drug plan shall 
meet the following requirements: 

‘‘(1) LICENSURE.—Subject to subsection (c), 
the sponsor is organized and licensed under 
State law as a risk-bearing entity eligible to 
offer health insurance or health benefits cov-
erage in each State in which it offers a pre-
scription drug plan. 

‘‘(2) ASSUMPTION OF FINANCIAL RISK FOR UN-
SUBSIDIZED COVERAGE.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B) and section 1860E(d)(2), the entity as-
sumes full financial risk on a prospective 
basis for qualified prescription drug coverage 
that it offers under a prescription drug plan 
and that is not covered under section 1860H. 

‘‘(B) REINSURANCE PERMITTED.—The entity 
may obtain insurance or make other ar-
rangements for the cost of coverage provided 
to any enrolled member under this part. 

‘‘(3) SOLVENCY FOR UNLICENSED SPONSORS.—
In the case of a sponsor that is not described 
in paragraph (1), the sponsor shall meet sol-
vency standards established by the Adminis-
trator under subsection (d). 

‘‘(b) CONTRACT REQUIREMENTS.—
‘‘(1) IN GENERAL.—The Administrator shall 

not permit the election under section 1860A 
of a prescription drug plan offered by a PDP 
sponsor under this part, and the sponsor 
shall not be eligible for payments under sec-
tion 1860G or 1860H, unless the Administrator 
has entered into a contract under this sub-
section with the sponsor with respect to the 
offering of such plan. Such a contract with a 
sponsor may cover more than one prescrip-
tion drug plan. Such contract shall provide 
that the sponsor agrees to comply with the 
applicable requirements and standards of 
this part and the terms and conditions of 
payment as provided for in this part. 

‘‘(2) NEGOTIATION REGARDING TERMS AND 
CONDITIONS.—The Administrator shall have 
the same authority to negotiate the terms 
and conditions of prescription drug plans 
under this part as the Director of the Office 
of Personnel Management has with respect 
to health benefits plans under chapter 89 of 
title 5, United States Code. In negotiating 
the terms and conditions regarding pre-
miums for which information is submitted 
under section 1860F(a)(2), the Administrator 
shall take into account the subsidy pay-
ments under section 1860H and the adjusted 
community rate (as defined in section 
1854(f)(3)) for the benefits covered. 

‘‘(3) INCORPORATION OF CERTAIN 
MEDICARE+CHOICE CONTRACT REQUIREMENTS.—
The following provisions of section 1857 shall 
apply, subject to subsection (c)(5), to con-
tracts under this section in the same manner 
as they apply to contracts under section 
1857(a): 

‘‘(A) MINIMUM ENROLLMENT.—Paragraphs 
(1) and (3) of section 1857(b). 

‘‘(B) CONTRACT PERIOD AND EFFECTIVE-
NESS.—Paragraphs (1) through (3) and (5) of 
section 1857(c). 

‘‘(C) PROTECTIONS AGAINST FRAUD AND BEN-
EFICIARY PROTECTIONS.—Section 1857(d). 

‘‘(D) ADDITIONAL CONTRACT TERMS.—Sec-
tion 1857(e); except that in applying section 
1857(e)(2) under this part—

‘‘(i) such section shall be applied sepa-
rately to costs relating to this part (from 
costs under part C); 

‘‘(ii) in no case shall the amount of the fee 
established under this subparagraph for a 
plan exceed 20 percent of the maximum 
amount of the fee that may be established 
under subparagraph (B) of such section; and 

‘‘(iii) no fees shall be applied under this 
subparagraph with respect to 
Medicare+Choice plans. 

‘‘(E) INTERMEDIATE SANCTIONS.—Section 
1857(g). 

‘‘(F) PROCEDURES FOR TERMINATION.—Sec-
tion 1857(h). 

‘‘(4) RULES OF APPLICATION FOR INTER-
MEDIATE SANCTIONS.—In applying paragraph 
(3)(E)—

‘‘(A) the reference in section 1857(g)(1)(B) 
to section 1854 is deemed a reference to this 
part; and 

‘‘(B) the reference in section 1857(g)(1)(F) 
to section 1852(k)(2)(A)(ii) shall not be ap-
plied. 

‘‘(c) WAIVER OF CERTAIN REQUIREMENTS TO 
EXPAND CHOICE.—

‘‘(1) IN GENERAL.—In the case of an entity 
that seeks to offer a prescription drug plan 
in a State, the Administrator shall waive the 
requirement of subsection (a)(1) that the en-
tity be licensed in that State if the Adminis-
trator determines, based on the application 
and other evidence presented to the Adminis-
trator, that any of the grounds for approval 
of the application described in paragraph (2) 
has been met. 

‘‘(2) GROUNDS FOR APPROVAL.—The grounds 
for approval under this paragraph are the 
grounds for approval described in subpara-
graph (B), (C), and (D) of section 1855(a)(2), 
and also include the application by a State 
of any grounds other than those required 
under Federal law. 

‘‘(3) APPLICATION OF WAIVER PROCEDURES.—
With respect to an application for a waiver 
(or a waiver granted) under this subsection, 
the provisions of subparagraphs (E), (F), and 
(G) of section 1855(a)(2) shall apply. 

‘‘(4) LICENSURE DOES NOT SUBSTITUTE FOR 
OR CONSTITUTE CERTIFICATION.—The fact that 
an entity is licensed in accordance with sub-
section (a)(1) does not deem the entity to 
meet other requirements imposed under this 
part for a PDP sponsor. 

‘‘(5) REFERENCES TO CERTAIN PROVISIONS.—
For purposes of this subsection, in applying 
provisions of section 1855(a)(2) under this 
subsection to prescription drug plans and 
PDP sponsors—

‘‘(A) any reference to a waiver application 
under section 1855 shall be treated as a ref-
erence to a waiver application under para-
graph (1); and 

‘‘(B) any reference to solvency standards 
shall be treated as a reference to solvency 
standards established under subsection (d). 

‘‘(d) SOLVENCY STANDARDS FOR NON-LI-
CENSED SPONSORS.—

‘‘(1) ESTABLISHMENT.—The Administrator 
shall establish, by not later than October 1, 
2003, financial solvency and capital adequacy 
standards that an entity that does not meet 
the requirements of subsection (a)(1) must 
meet to qualify as a PDP sponsor under this 
part. 

‘‘(2) COMPLIANCE WITH STANDARDS.—Each 
PDP sponsor that is not licensed by a State 
under subsection (a)(1) and for which a waiv-
er application has been approved under sub-
section (c) shall meet solvency and capital 
adequacy standards established under para-
graph (1). The Administrator shall establish 
certification procedures for such PDP spon-
sors with respect to such solvency standards 
in the manner described in section 1855(c)(2). 

‘‘(e) OTHER STANDARDS.—The Adminis-
trator shall establish by regulation other 
standards (not described in subsection (d)) 

VerDate May 23 2002 01:51 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00121 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.137 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSEH4232 June 27, 2002
for PDP sponsors and plans consistent with, 
and to carry out, this part. The Adminis-
trator shall publish such regulations by Oc-
tober 1, 2003. 

‘‘(f) RELATION TO STATE LAWS.—
‘‘(1) IN GENERAL.—The standards estab-

lished under this part shall supersede any 
State law or regulation (other than State li-
censing laws or State laws relating to plan 
solvency, except as provided in subsection 
(d)) with respect to prescription drug plans 
which are offered by PDP sponsors under 
this part. 

‘‘(2) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.—No State may impose a 
premium tax or similar tax with respect to 
premiums paid to PDP sponsors for prescrip-
tion drug plans under this part, or with re-
spect to any payments made to such a spon-
sor by the Administrator under this part. 
‘‘SEC. 1860E. PROCESS FOR BENEFICIARIES TO 

SELECT QUALIFIED PRESCRIPTION 
DRUG COVERAGE. 

‘‘(a) IN GENERAL.—The Administrator shall 
establish a process for the selection of the 
prescription drug plan or Medicare+Choice 
plan which offer qualified prescription drug 
coverage through which eligible individuals 
elect qualified prescription drug coverage 
under this part. 

‘‘(b) ELEMENTS.—Such process shall include 
the following: 

‘‘(1) Annual, coordinated election periods, 
in which such individuals can change the 
qualifying plans through which they obtain 
coverage, in accordance with section 
1860A(b)(2). 

‘‘(2) Active dissemination of information 
to promote an informed selection among 
qualifying plans based upon price, quality, 
and other features, in the manner described 
in (and in coordination with) section 1851(d), 
including the provision of annual compara-
tive information, maintenance of a toll-free 
hotline, and the use of non-Federal entities. 

‘‘(3) Coordination of elections through fil-
ing with a Medicare+Choice organization or 
a PDP sponsor, in the manner described in 
(and in coordination with) section 1851(c)(2). 

‘‘(c) MEDICARE+CHOICE ENROLLEE IN PLAN 
OFFERING PRESCRIPTION DRUG COVERAGE MAY 
ONLY OBTAIN BENEFITS THROUGH THE PLAN.—
An individual who is enrolled under a 
Medicare+Choice plan that offers qualified 
prescription drug coverage may only elect to 
receive qualified prescription drug coverage 
under this part through such plan. 

‘‘(d) ASSURING ACCESS TO A CHOICE OF 
QUALIFIED PRESCRIPTION DRUG COVERAGE.—

‘‘(1) CHOICE OF AT LEAST TWO PLANS IN EACH 
AREA.—

‘‘(A) IN GENERAL.—The Administrator shall 
assure that each individual who is entitled 
to benefits under part A or enrolled under 
part B and who is residing in an area in the 
United States has available, consistent with 
subparagraph (B), a choice of enrollment in 
at least two qualifying plans (as defined in 
paragraph (5)) in the area in which the indi-
vidual resides, at least one of which is a pre-
scription drug plan. 

‘‘(B) REQUIREMENT FOR DIFFERENT PLAN 
SPONSORS.—The requirement in subpara-
graph (A) is not satisfied with respect to an 
area if only one PDP sponsor or 
Medicare+Choice organization offers all the 
qualifying plans in the area. 

‘‘(2) GUARANTEEING ACCESS TO COVERAGE.—
In order to assure access under paragraph (1) 
and consistent with paragraph (3), the Ad-
ministrator may provide financial incentives 
(including partial underwriting of risk) for a 
PDP sponsor to expand the service area 
under an existing prescription drug plan to 
adjoining or additional areas or to establish 
such a plan (including offering such a plan 
on a regional or nationwide basis), but only 
so long as (and to the extent) necessary to 

assure the access guaranteed under para-
graph (1). 

‘‘(3) LIMITATION ON AUTHORITY.—In exer-
cising authority under this subsection, the 
Administrator—

‘‘(A) shall not provide for the full under-
writing of financial risk for any PDP spon-
sor; 

‘‘(B) shall not provide for any underwriting 
of financial risk for a public PDP sponsor 
with respect to the offering of a nationwide 
prescription drug plan; and 

‘‘(C) shall seek to maximize the assump-
tion of financial risk by PDP sponsors or 
Medicare+Choice organizations. 

‘‘(4) REPORTS.—The Administrator shall, in 
each annual report to Congress under section 
1808(f), include information on the exercise 
of authority under this subsection. The Ad-
ministrator also shall include such rec-
ommendations as may be appropriate to 
minimize the exercise of such authority, in-
cluding minimizing the assumption of finan-
cial risk. 

‘‘(5) QUALIFYING PLAN DEFINED.—For pur-
poses of this subsection, the term ‘qualifying 
plan’ means a prescription drug plan or a 
Medicare+Choice plan that includes qualified 
prescription drug coverage. 
‘‘SEC. 1860F. SUBMISSION OF BIDS AND PRE-

MIUMS. 

‘‘(a) SUBMISSION OF BIDS, PREMIUMS, AND 
RELATED INFORMATION.—

‘‘(1) IN GENERAL.—Each PDP sponsor shall 
submit to the Administrator the information 
described in paragraph (2) in the same man-
ner as information is submitted by a 
Medicare+Choice organization under section 
1854(a)(1). 

‘‘(2) INFORMATION SUBMITTED.—The infor-
mation described in this paragraph is the fol-
lowing: 

‘‘(A) COVERAGE PROVIDED.—Information on 
the qualified prescription drug coverage to 
be provided. 

‘‘(B) ACTUARIAL VALUE.—Information on 
the actuarial value of the coverage. 

‘‘(C) BID AND PREMIUM.—Information on the 
bid and the premium for the coverage, in-
cluding an actuarial certification of—

‘‘(i) the actuarial basis for such bid and 
premium; 

‘‘(ii) the portion of such bid and premium 
attributable to benefits in excess of standard 
coverage; and 

‘‘(iii) the reduction in such bid and pre-
mium resulting from the subsidy payments 
provided under section 1860H. 

‘‘(D) ADDITIONAL INFORMATION.—Such other 
information as the Administrator may re-
quire to carry out this part. 

‘‘(3) REVIEW OF INFORMATION AND APPROVAL 
OF PREMIUMS.—The Administrator shall re-
view the information filed under paragraph 
(2) for the purpose of conducting negotia-
tions under section 1860D(b)(2). The Adminis-
trator, using the information provided (in-
cluding the actuarial certification under 
paragraph (2)(C)) shall approve the premium 
submitted under this subsection only if the 
premium accurately reflects both (A) the ac-
tuarial value of the benefits provided, and 
(B) the 67 percent subsidy provided under 
section 1860H for the standard benefit. The 
Administrator shall apply actuarial prin-
ciples to approval of a premium under this 
part in a manner similar to the manner in 
which those principles are applied in estab-
lishing the monthly part B premium under 
section 1839. 

‘‘(b) UNIFORM BID AND PREMIUM.—
‘‘(1) IN GENERAL.—The bid and premium for 

a prescription drug plan under this section 
may not vary among individuals enrolled in 
the plan in the same service area. 

‘‘(2) CONSTRUCTION.—Nothing in paragraph 
(1) shall be construed as preventing the im-

position of a late enrollment penalty under 
section 1860A(c)(2)(B). 

‘‘(c) COLLECTION.—
‘‘(1) BENEFICIARY’S OPTION OF PAYMENT 

THROUGH WITHHOLDING FROM SOCIAL SECURITY 
PAYMENT OR USE OF ELECTRONIC FUNDS TRANS-
FER MECHANISM.—In accordance with regula-
tions, a PDP sponsor shall permit each en-
rollee, at the enrollee’s option, to make pay-
ment of premiums under this part through 
withholding from benefit payments in the 
manner provided under section 1840 with re-
spect to monthly premiums under section 
1839 or through an electronic funds transfer 
mechanism (such as automatic charges of an 
account at a financial institution or a credit 
or debit card account) or otherwise. All such 
amounts shall be credited to the Medicare 
Prescription Drug Trust Fund. 

‘‘(2) OFFSETTING.—Reductions in premiums 
for coverage under parts A and B as a result 
of a selection of a Medicare+Choice plan may 
be used to reduce the premium otherwise im-
posed under paragraph (1). 

‘‘(3) PAYMENT OF PLANS.—PDP plans shall 
receive payment based on bid amounts in the 
same manner as Medicare+Choice organiza-
tions receive payment based on bid amounts 
under section 1853(a)(1)(A)(ii) except that 
such payment shall be made from the Medi-
care Prescription Drug Trust Fund. 

‘‘(d) ACCEPTANCE OF BENCHMARK AMOUNT AS 
FULL PREMIUM FOR SUBSIDIZED LOW-INCOME 
INDIVIDUALS IF NO STANDARD (OR EQUIVA-
LENT) COVERAGE IN AN AREA.—

‘‘(1) IN GENERAL.—If there is no standard 
prescription drug coverage (as defined in 
paragraph (2)) offered in an area, in the case 
of an individual who is eligible for a pre-
mium subsidy under section 1860G and re-
sides in the area, the PDP sponsor of any 
prescription drug plan offered in the area 
(and any Medicare+Choice organization that 
offers qualified prescription drug coverage in 
the area) shall accept the benchmark bid 
amount (under section 1860G(b)(2)) as pay-
ment in full for the premium charge for 
qualified prescription drug coverage. 

‘‘(2) STANDARD PRESCRIPTION DRUG COV-
ERAGE DEFINED.—For purposes of this sub-
section, the term ‘standard prescription drug 
coverage’ means qualified prescription drug 
coverage that is standard coverage or that 
has an actuarial value equivalent to the ac-
tuarial value for standard coverage. 
‘‘SEC. 1860G. PREMIUM AND COST-SHARING SUB-

SIDIES FOR LOW-INCOME INDIVID-
UALS. 

‘‘(a) INCOME-RELATED SUBSIDIES FOR INDI-
VIDUALS WITH INCOME BELOW 175 PERCENT OF 
FEDERAL POVERTY LEVEL.—

‘‘(1) FULL PREMIUM SUBSIDY AND REDUCTION 
OF COST-SHARING FOR INDIVIDUALS WITH IN-
COME BELOW 150 PERCENT OF FEDERAL POVERTY 
LEVEL.—In the case of a subsidy eligible indi-
vidual (as defined in paragraph (4)) who is de-
termined to have income that does not ex-
ceed 150 percent of the Federal poverty level, 
the individual is entitled under this sec-
tion—

‘‘(A) to an income-related premium sub-
sidy equal to 100 percent of the amount de-
scribed in subsection (b)(1); and 

‘‘(B) subject to subsection (c), to the sub-
stitution for the beneficiary cost-sharing de-
scribed in paragraphs (1) and (2) of section 
1860B(b) (up to the initial coverage limit 
specified in paragraph (3) of such section) of 
amounts that do not exceed $2 for a multiple 
source or generic drug (as described in sec-
tion 1927(k)(7)(A)) and $5 for a non-preferred 
drug. 

‘‘(2) SLIDING SCALE PREMIUM SUBSIDY AND 
REDUCTION OF COST-SHARING FOR INDIVIDUALS 
WITH INCOME ABOVE 150, BUT BELOW 175 PER-
CENT, OF FEDERAL POVERTY LEVEL.—In the 
case of a subsidy eligible individual who is 
determined to have income that exceeds 150 
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percent, but does not exceed 175 percent, of 
the Federal poverty level, the individual is 
entitled under this section to—

‘‘(A) an income-related premium subsidy 
determined on a linear sliding scale ranging 
from 100 percent of the amount described in 
subsection (b)(1) for individuals with in-
comes at 150 percent of such level to 0 per-
cent of such amount for individuals with in-
comes at 175 percent of such level; and 

‘‘(B) subject to subsection (c), to the sub-
stitution for the beneficiary cost-sharing de-
scribed in paragraphs (1) and (2) of section 
1860B(b) (up to the initial coverage limit 
specified in paragraph (3) of such section) of 
amounts that do not exceed $2 for a multiple 
source or generic drug (as described in sec-
tion 1927(k)(7)(A)) and $5 for a non-preferred 
drug. 

‘‘(3) CONSTRUCTION.—Nothing in this sec-
tion shall be construed as preventing a PDP 
sponsor from reducing to 0 the cost-sharing 
otherwise applicable to generic drugs. 

‘‘(4) DETERMINATION OF ELIGIBILITY.—
‘‘(A) SUBSIDY ELIGIBLE INDIVIDUAL DE-

FINED.—For purposes of this section, subject 
to subparagraph (D), the term ‘subsidy eligi-
ble individual’ means an individual who—

‘‘(i) is eligible to elect, and has elected, to 
obtain qualified prescription drug coverage 
under this part; 

‘‘(ii) has income below 175 percent of the 
Federal poverty line; and 

‘‘(iii) meets the resources requirement de-
scribed in section 1905(p)(1)(C). 

‘‘(B) DETERMINATIONS.—The determination 
of whether an individual residing in a State 
is a subsidy eligible individual and the 
amount of such individual’s income shall be 
determined under the State medicaid plan 
for the State under section 1935(a) or by the 
Social Security Administration. In the case 
of a State that does not operate such a med-
icaid plan (either under title XIX or under a 
statewide waiver granted under section 1115), 
such determination shall be made under ar-
rangements made by the Administrator. 
There are authorized to be appropriated to 
the Social Security Administration such 
sums as may be necessary for the determina-
tion of eligibility under this subparagraph. 

‘‘(C) INCOME DETERMINATIONS.—For pur-
poses of applying this section—

‘‘(i) income shall be determined in the 
manner described in section 1905(p)(1)(B); and 

‘‘(ii) the term ‘Federal poverty line’ means 
the official poverty line (as defined by the 
Office of Management and Budget, and re-
vised annually in accordance with section 
673(2) of the Omnibus Budget Reconciliation 
Act of 1981) applicable to a family of the size 
involved. 

‘‘(D) TREATMENT OF TERRITORIAL RESI-
DENTS.—In the case of an individual who is 
not a resident of the 50 States or the District 
of Columbia, the individual is not eligible to 
be a subsidy eligible individual but may be 
eligible for financial assistance with pre-
scription drug expenses under section 1935(e). 

‘‘(E) TREATMENT OF CONFORMING MEDIGAP 
POLICIES.—For purposes of this section, the 
term ‘qualified prescription drug coverage’ 
includes a medicare supplemental policy de-
scribed in section 1860H(b)(4). 

‘‘(5) INDEXING DOLLAR AMOUNTS.—
‘‘(A) FOR 2006.—The dollar amounts applied 

under paragraphs (1)(B) and (2)(B) for 2006 
shall be the dollar amounts specified in such 
paragraph increased by the annual percent-
age increase described in section 1860B(b)(5) 
for 2006. 

‘‘(B) FOR SUBSEQUENT YEARS.—The dollar 
amounts applied under paragraphs (1)(B) and 
(2)(B) for a year after 2006 shall be the 
amounts (under this paragraph) applied 
under paragraph (1)(B) or (2)(B) for the pre-
ceding year increased by the annual percent-
age increase described in section 1860B(b)(5) 

(relating to growth in medicare prescription 
drug costs per beneficiary) for the year in-
volved. 

‘‘(b) PREMIUM SUBSIDY AMOUNT.—
‘‘(1) IN GENERAL.—The premium subsidy 

amount described in this subsection for an 
individual residing in an area is the bench-
mark bid amount (as defined in paragraph 
(2)) for qualified prescription drug coverage 
offered by the prescription drug plan or the 
Medicare+Choice plan in which the indi-
vidual is enrolled. 

‘‘(2) BENCHMARK BID AMOUNT DEFINED.—For 
purposes of this subsection, the term ‘bench-
mark bid amount’ means, with respect to 
qualified prescription drug coverage offered 
under—

‘‘(A) a prescription drug plan that—
‘‘(i) provides standard coverage (or alter-

native prescription drug coverage the actu-
arial value is equivalent to that of standard 
coverage), the bid amount for enrollment 
under the plan under this part (determined 
without regard to any subsidy under this sec-
tion or any late enrollment penalty under 
section 1860A(c)(2)(B)); or 

‘‘(ii) provides alternative prescription drug 
coverage the actuarial value of which is 
greater than that of standard coverage, the 
bid amount described in clause (i) multiplied 
by the ratio of (I) the actuarial value of 
standard coverage, to (II) the actuarial value 
of the alternative coverage; or 

‘‘(B) a Medicare+Choice plan, the portion 
of the bid amount that is attributable to 
statutory drug benefits (described in section 
1853(a)(1)(A)(ii)(II)). 

‘‘(c) RULES IN APPLYING COST-SHARING SUB-
SIDIES.—

‘‘(1) IN GENERAL.—In applying subsections 
(a)(1)(B) and (a)(2)(B), nothing in this part 
shall be construed as preventing a plan or 
provider from waiving or reducing the 
amount of cost-sharing otherwise applicable. 

‘‘(2) LIMITATION ON CHARGES.—In the case of 
an individual receiving cost-sharing sub-
sidies under subsection (a)(1)(B) or (a)(2)(B), 
the PDP sponsor may not charge more than 
$5 per prescription. 

‘‘(3) APPLICATION OF INDEXING RULES.—The 
provisions of subsection (a)(4) shall apply to 
the dollar amount specified in paragraph (2) 
in the same manner as they apply to the dol-
lar amounts specified in subsections (a)(1)(B) 
and (a)(2)(B). 

‘‘(d) ADMINISTRATION OF SUBSIDY PRO-
GRAM.—The Administrator shall provide a 
process whereby, in the case of an individual 
who is determined to be a subsidy eligible in-
dividual and who is enrolled in prescription 
drug plan or is enrolled in a 
Medicare+Choice plan under which qualified 
prescription drug coverage is provided—

‘‘(1) the Administrator provides for a noti-
fication of the PDP sponsor or 
Medicare+Choice organization involved that 
the individual is eligible for a subsidy and 
the amount of the subsidy under subsection 
(a); 

‘‘(2) the sponsor or organization involved 
reduces the premiums or cost-sharing other-
wise imposed by the amount of the applica-
ble subsidy and submits to the Adminis-
trator information on the amount of such re-
duction; and 

‘‘(3) the Administrator periodically and on 
a timely basis reimburses the sponsor or or-
ganization for the amount of such reduc-
tions.
The reimbursement under paragraph (3) with 
respect to cost-sharing subsidies may be 
computed on a capitated basis, taking into 
account the actuarial value of the subsidies 
and with appropriate adjustments to reflect 
differences in the risks actually involved. 

‘‘(e) RELATION TO MEDICAID PROGRAM.—
‘‘(1) IN GENERAL.—For provisions providing 

for eligibility determinations, and additional 

financing, under the medicaid program, see 
section 1935. 

‘‘(2) MEDICAID PROVIDING WRAP AROUND BEN-
EFITS.—The coverage provided under this 
part is primary payor to benefits for pre-
scribed drugs provided under the medicaid 
program under title XIX. 

‘‘(3) COORDINATION.—The Administrator 
shall develop and implement a plan for the 
coordination of prescription drug benefits 
under this part with the benefits provided 
under the medicaid program under title XIX, 
with particular attention to insuring coordi-
nation of payments and prevention of fraud 
and abuse. In developing and implementing 
such plan, the Administrator shall involve 
the Secretary, the States, the data proc-
essing industry, pharmacists, and pharma-
ceutical manufacturers, and other experts. 

‘‘SEC. 1860H. SUBSIDIES FOR ALL MEDICARE 
BENEFICIARIES FOR QUALIFIED 
PRESCRIPTION DRUG COVERAGE. 

‘‘(a) SUBSIDY PAYMENT.—In order to reduce 
premium levels applicable to qualified pre-
scription drug coverage for all medicare 
beneficiaries consistent with an overall sub-
sidy level of 67 percent, to reduce adverse se-
lection among prescription drug plans and 
Medicare+Choice plans that provide qualified 
prescription drug coverage, and to promote 
the participation of PDP sponsors under this 
part, the Administrator shall provide in ac-
cordance with this section for payment to a 
qualifying entity (as defined in subsection 
(b)) of the following subsidies: 

‘‘(1) DIRECT SUBSIDY.—In the case of an in-
dividual enrolled in a prescription drug plan, 
Medicare+Choice plan that provides qualified 
prescription drug coverage, or qualified re-
tiree prescription drug plan, a direct subsidy 
equal to 37 percent of the total payments 
made by a qualifying entity for standard 
coverage under the respective plan. 

‘‘(2) SUBSIDY THROUGH REINSURANCE.—The 
reinsurance payment amount (as defined in 
subsection (c)), which in the aggregate is 30 
percent of such total payments, for excess 
costs incurred in providing qualified pre-
scription drug coverage—

‘‘(A) for individuals enrolled with a pre-
scription drug plan under this part; 

‘‘(B) for individuals enrolled with a 
Medicare+Choice plan that provides qualified 
prescription drug coverage; and 

‘‘(C) for individuals who are enrolled in a 
qualified retiree prescription drug plan.

This section constitutes budget authority in 
advance of appropriations Acts and rep-
resents the obligation of the Administrator 
to provide for the payment of amounts pro-
vided under this section. 

‘‘(b) QUALIFYING ENTITY DEFINED.—For pur-
poses of this section, the term ‘qualifying en-
tity’ means any of the following that has en-
tered into an agreement with the Adminis-
trator to provide the Administrator with 
such information as may be required to 
carry out this section: 

‘‘(1) A PDP sponsor offering a prescription 
drug plan under this part. 

‘‘(2) A Medicare+Choice organization that 
provides qualified prescription drug coverage 
under a Medicare+Choice plan under part C. 

‘‘(3) The sponsor of a qualified retiree pre-
scription drug plan (as defined in subsection 
(f)). 

‘‘(c) REINSURANCE PAYMENT AMOUNT.—
‘‘(1) IN GENERAL.—Subject to subsection 

(d)(1)(B) and paragraph (4), the reinsurance 
payment amount under this subsection for a 
qualifying covered individual (as defined in 
subsection (g)(1)) for a coverage year (as de-
fined in subsection (g)(2)) is equal to the sum 
of the following: 
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‘‘(A) For the portion of the individual’s 

gross covered prescription drug costs (as de-
fined in paragraph (3)) for the year that ex-
ceeds the initial copayment threshold speci-
fied in section 1860B(b)(2)(C), but does not ex-
ceed the initial coverage limit specified in 
section 1860B(b)(3), an amount equal to 30 
percent of the allowable costs (as defined in 
paragraph (2)) attributable to such gross cov-
ered prescription drug costs. 

‘‘(B) For the portion of the individual’s 
gross covered prescription drug costs for the 
year that exceeds the annual out-of-pocket 
threshold specified in 1860B(b)(4)(B), an 
amount equal to 80 percent of the allowable 
costs attributable to such gross covered pre-
scription drug costs. 

‘‘(2) ALLOWABLE COSTS.—For purposes of 
this section, the term ‘allowable costs’ 
means, with respect to gross covered pre-
scription drug costs under a plan described 
in subsection (b) offered by a qualifying enti-
ty, the part of such costs that are actually 
paid (net of average percentage rebates) 
under the plan, but in no case more than the 
part of such costs that would have been paid 
under the plan if the prescription drug cov-
erage under the plan were standard coverage. 

‘‘(3) GROSS COVERED PRESCRIPTION DRUG 
COSTS.—For purposes of this section, the 
term ‘gross covered prescription drug costs’ 
means, with respect to an enrollee with a 
qualifying entity under a plan described in 
subsection (b) during a coverage year, the 
costs incurred under the plan (including 
costs attributable to administrative costs) 
for covered prescription drugs dispensed dur-
ing the year, including costs relating to the 
deductible, whether paid by the enrollee or 
under the plan, regardless of whether the 
coverage under the plan exceeds standard 
coverage and regardless of when the payment 
for such drugs is made. 

‘‘(4) INDEXING DOLLAR AMOUNTS.—
‘‘(A) AMOUNTS FOR 2005.—The dollar 

amounts applied under paragraph (1) for 2005 
shall be the dollar amounts specified in such 
paragraph. 

‘‘(B) FOR 2006.—The dollar amounts applied 
under paragraph (1) for 2006 shall be the dol-
lar amounts specified in such paragraph in-
creased by the annual percentage increase 
described in section 1860B(b)(5) for 2006. 

‘‘(C) FOR SUBSEQUENT YEARS.—The dollar 
amounts applied under paragraph (1) for a 
year after 2006 shall be the amounts (under 
this paragraph) applied under paragraph (1) 
for the preceding year increased by the an-
nual percentage increase described in section 
1860B(b)(5) (relating to growth in medicare 
prescription drug costs per beneficiary) for 
the year involved. 

‘‘(D) ROUNDING.—Any amount, determined 
under the preceding provisions of this para-
graph for a year, which is not a multiple of 
$10 shall be rounded to the nearest multiple 
of $10. 

‘‘(d) ADJUSTMENT OF PAYMENTS.—
‘‘(1) ADJUSTMENT OF REINSURANCE PAY-

MENTS TO ASSURE 30 PERCENT LEVEL OF SUB-
SIDY THROUGH REINSURANCE.—

‘‘(A) ESTIMATION OF PAYMENTS.—The Ad-
ministrator shall estimate—

‘‘(i) the total payments to be made (with-
out regard to this subsection) during a year 
under subsections (a)(2) and (c); and 

‘‘(ii) the total payments to be made by 
qualifying entities for standard coverage 
under plans described in subsection (b) dur-
ing the year. 

‘‘(B) ADJUSTMENT.—The Administrator 
shall proportionally adjust the payments 
made under subsections (a)(2) and (c) for a 
coverage year in such manner so that the 
total of the payments made under such sub-
sections for the year is equal to 30 percent of 
the total payments described in subpara-
graph (A)(ii). 

‘‘(2) RISK ADJUSTMENT FOR DIRECT SUB-
SIDIES.—To the extent the Administrator de-
termines it appropriate to avoid risk selec-
tion, the payments made for direct subsidies 
under subsection (a)(1) are subject to adjust-
ment based upon risk factors specified by the 
Administrator. Any such risk adjustment 
shall be designed in a manner as to not re-
sult in a change in the aggregate payments 
made under such subsection. 

‘‘(e) PAYMENT METHODS.—
‘‘(1) IN GENERAL.—Payments under this sec-

tion shall be based on such a method as the 
Administrator determines. The Adminis-
trator may establish a payment method by 
which interim payments of amounts under 
this section are made during a year based on 
the Administrator’s best estimate of 
amounts that will be payable after obtaining 
all of the information. 

‘‘(2) SOURCE OF PAYMENTS.—Payments 
under this section shall be made from the 
Medicare Prescription Drug Trust Fund. 

‘‘(f) QUALIFIED RETIREE PRESCRIPTION DRUG 
PLAN DEFINED.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified retiree prescription 
drug plan’ means employment-based retiree 
health coverage (as defined in paragraph 
(3)(A)) if, with respect to an individual en-
rolled (or eligible to be enrolled) under this 
part who is covered under the plan, the fol-
lowing requirements are met: 

‘‘(A) ASSURANCE.—The sponsor of the plan 
shall annually attest, and provide such as-
surances as the Administrator may require, 
that the coverage meets or exceeds the re-
quirements for qualified prescription drug 
coverage. 

‘‘(B) AUDITS.—The sponsor (and the plan) 
shall maintain, and afford the Administrator 
access to, such records as the Administrator 
may require for purposes of audits and other 
oversight activities necessary to ensure the 
adequacy of prescription drug coverage, and 
the accuracy of payments made. 

‘‘(C) PROVISION OF CERTIFICATION OF PRE-
SCRIPTION DRUG COVERAGE.—The sponsor of 
the plan shall provide for issuance of certifi-
cations of the type described in section 
1860A(c)(2)(D). 

‘‘(2) LIMITATION ON BENEFIT ELIGIBILITY.—
No payment shall be provided under this sec-
tion with respect to an individual who is en-
rolled under a qualified retiree prescription 
drug plan unless the individual is—

‘‘(A) enrolled under this part; 
‘‘(B) is covered under the plan; and 
‘‘(C) is eligible to obtain qualified prescrip-

tion drug coverage under section 1860A but 
did not elect such coverage under this part 
(either through a prescription drug plan or 
through a Medicare+Choice plan). 

‘‘(3) DEFINITIONS.—As used in this section: 
‘‘(A) EMPLOYMENT-BASED RETIREE HEALTH 

COVERAGE.—The term ‘employment-based re-
tiree health coverage’ means health insur-
ance or other coverage of health care costs 
for individuals enrolled under this part (or 
for such individuals and their spouses and 
dependents) based on their status as former 
employees or labor union members. 

‘‘(B) SPONSOR.—The term ‘sponsor’ means a 
plan sponsor, as defined in section 3(16)(B) of 
the Employee Retirement Income Security 
Act of 1974. 

‘‘(g) GENERAL DEFINITIONS.—For purposes 
of this section: 

‘‘(1) QUALIFYING COVERED INDIVIDUAL.—The 
term ‘qualifying covered individual’ means 
an individual who—

‘‘(A) is enrolled with a prescription drug 
plan under this part; 

‘‘(B) is enrolled with a Medicare+Choice 
plan that provides qualified prescription 
drug coverage under part C; or 

‘‘(C) is enrolled for benefits under this title 
and is covered under a qualified retiree pre-
scription drug plan. 

‘‘(2) COVERAGE YEAR.—The term ‘coverage 
year’ means a calendar year in which cov-
ered outpatient drugs are dispensed if a 
claim for payment is made under the plan for 
such drugs, regardless of when the claim is 
paid.
‘‘SEC. 1860I. MEDICARE PRESCRIPTION DRUG 

TRUST FUND. 
‘‘(a) IN GENERAL.—There is created on the 

books of the Treasury of the United States a 
trust fund to be known as the ‘Medicare Pre-
scription Drug Trust Fund’ (in this section 
referred to as the ‘Trust Fund’). The Trust 
Fund shall consist of such gifts and bequests 
as may be made as provided in section 
201(i)(1), and such amounts as may be depos-
ited in, or appropriated to, such fund as pro-
vided in this part. Except as otherwise pro-
vided in this section, the provisions of sub-
sections (b) through (i) of section 1841 shall 
apply to the Trust Fund in the same manner 
as they apply to the Federal Supplementary 
Medical Insurance Trust Fund under such 
section. 

‘‘(b) PAYMENTS FROM TRUST FUND.—
‘‘(1) IN GENERAL.—The Managing Trustee 

shall pay from time to time from the Trust 
Fund such amounts as the Administrator 
certifies are necessary to make—

‘‘(A) payments under section 1860G (relat-
ing to low-income subsidy payments); 

‘‘(B) payments under section 1860H (relat-
ing to subsidy payments); and 

‘‘(C) payments with respect to administra-
tive expenses under this part in accordance 
with section 201(g). 

‘‘(2) TRANSFERS TO MEDICAID ACCOUNT FOR 
INCREASED ADMINISTRATIVE COSTS.—The Man-
aging Trustee shall transfer from time to 
time from the Trust Fund to the Grants to 
States for Medicaid account amounts the Ad-
ministrator certifies are attributable to in-
creases in payment resulting from the appli-
cation of a higher Federal matching percent-
age under section 1935(b). 

‘‘(c) DEPOSITS INTO TRUST FUND.—
‘‘(1) LOW-INCOME TRANSFER.—There is here-

by transferred to the Trust Fund, from 
amounts appropriated for Grants to States 
for Medicaid, amounts equivalent to the ag-
gregate amount of the reductions in pay-
ments under section 1903(a)(1) attributable to 
the application of section 1935(c). 

‘‘(2) APPROPRIATIONS TO COVER GOVERNMENT 
CONTRIBUTIONS.—There are authorized to be 
appropriated from time to time, out of any 
moneys in the Treasury not otherwise appro-
priated, to the Trust Fund, an amount equiv-
alent to the amount of payments made from 
the Trust Fund under subsection (b), reduced 
by the amount transferred to the Trust Fund 
under paragraph (1). 

‘‘(d) RELATION TO SOLVENCY REQUIRE-
MENTS.—Any provision of law that relates to 
the solvency of the Trust Fund under this 
part shall take into account the Trust Fund 
and amounts receivable by, or payable from, 
the Trust Fund. 
‘‘SEC. 1860J. DEFINITIONS; TREATMENT OF REF-

ERENCES TO PROVISIONS IN PART 
C. 

‘‘(a) DEFINITIONS.—For purposes of this 
part: 

‘‘(1) COVERED OUTPATIENT DRUGS.—The 
term ‘covered outpatient drugs’ is defined in 
section 1860B(f). 

‘‘(2) INITIAL COVERAGE LIMIT.—The term 
‘initial coverage limit’ means such limit as 
established under section 1860B(b)(3), or, in 
the case of coverage that is not standard 
coverage, the comparable limit (if any) es-
tablished under the coverage. 

‘‘(3) MEDICARE PRESCRIPTION DRUG TRUST 
FUND.—The term ‘Medicare Prescription 
Drug Trust Fund’ means the Trust Fund cre-
ated under section 1860I(a). 
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‘‘(4) PDP SPONSOR.—The term ‘PDP spon-

sor’ means an entity that is certified under 
this part as meeting the requirements and 
standards of this part for such a sponsor. 

‘‘(5) PRESCRIPTION DRUG PLAN.—The term 
‘prescription drug plan’ means health bene-
fits coverage that—

‘‘(A) is offered under a policy, contract, or 
plan by a PDP sponsor pursuant to, and in 
accordance with, a contract between the Ad-
ministrator and the sponsor under section 
1860D(b); 

‘‘(B) provides qualified prescription drug 
coverage; and 

‘‘(C) meets the applicable requirements of 
the section 1860C for a prescription drug 
plan. 

‘‘(6) QUALIFIED PRESCRIPTION DRUG COV-
ERAGE.—The term ‘qualified prescription 
drug coverage’ is defined in section 1860B(a). 

‘‘(7) STANDARD COVERAGE.—The term 
‘standard coverage’ is defined in section 
1860B(b). 

‘‘(b) APPLICATION OF MEDICARE+CHOICE 
PROVISIONS UNDER THIS PART.—For purposes 
of applying provisions of part C under this 
part with respect to a prescription drug plan 
and a PDP sponsor, unless otherwise pro-
vided in this part such provisions shall be ap-
plied as if—

‘‘(1) any reference to a Medicare+Choice 
plan included a reference to a prescription 
drug plan; 

‘‘(2) any reference to a provider-sponsored 
organization included a reference to a PDP 
sponsor; 

‘‘(3) any reference to a contract under sec-
tion 1857 included a reference to a contract 
under section 1860D(b); and 

‘‘(4) any reference to part C included a ref-
erence to this part.’’. 

(b) ADDITIONAL CONFORMING CHANGES.—
(1) CONFORMING REFERENCES TO PREVIOUS 

PART D.—Any reference in law (in effect be-
fore the date of the enactment of this Act) to 
part D of title XVIII of the Social Security 
Act is deemed a reference to part E of such 
title (as in effect after such date). 

(2) CONFORMING AMENDMENT PERMITTING 
WAIVER OF COST-SHARING.—Section 1128B(b)(3) 
(42 U.S.C. 1320a–7b(b)(3)) is amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (E); 

(B) by striking the period at the end of 
subparagraph (F) and inserting ‘‘; and’’; and 

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

‘‘(G) the waiver or reduction of any cost-
sharing imposed under part D of title 
XVIII.’’. 

(3) SUBMISSION OF LEGISLATIVE PROPOSAL.—
Not later than 6 months after the date of the 
enactment of this Act, the Secretary of 
Health and Human Services shall submit to 
the appropriate committees of Congress a 
legislative proposal providing for such tech-
nical and conforming amendments in the law 
as are required by the provisions of this sub-
title. 

(c) STUDY ON TRANSITIONING PART B PRE-
SCRIPTION DRUG COVERAGE.—Not later than 
January 1, 2004, the Medicare Benefits Ad-
ministrator shall submit a report to Con-
gress that makes recommendations regard-
ing methods for providing benefits under 
part D of title XVIII of the Social Security 
Act for outpatient prescription drugs for 
which benefits are provided under part B of 
such title. 
SEC. 102. OFFERING OF QUALIFIED PRESCRIP-

TION DRUG COVERAGE UNDER THE 
MEDICARE+CHOICE PROGRAM. 

(a) IN GENERAL.—Section 1851 (42 U.S.C. 
1395w–21) is amended by adding at the end 
the following new subsection: 

‘‘(j) AVAILABILITY OF PRESCRIPTION DRUG 
BENEFITS.—

‘‘(1) OFFER OF QUALIFIED PRESCRIPTION 
DRUG COVERAGE.—

‘‘(A) IN GENERAL.—A Medicare+Choice or-
ganization may not offer prescription drug 
coverage (other than that required under 
parts A and B) to an enrollee under a 
Medicare+Choice plan unless such drug cov-
erage is at least qualified prescription drug 
coverage and unless the requirements of this 
subsection with respect to such coverage are 
met. 

‘‘(B) CONSTRUCTION.—Nothing in this sub-
section shall be construed as—

‘‘(i) requiring a Medicare+Choice plan to 
include coverage of qualified prescription 
drug coverage; or 

‘‘(ii) permitting a Medicare+Choice organi-
zation from providing such coverage to an 
individual who has not elected such coverage 
under section 1860A(b).
For purposes of this part, an individual who 
has not elected qualified prescription drug 
coverage under section 1860A(b) shall be 
treated as being ineligible to enroll in a 
Medicare+Choice plan under this part that 
offers such coverage. 

‘‘(2) COMPLIANCE WITH ADDITIONAL BENE-
FICIARY PROTECTIONS.—With respect to the 
offering of qualified prescription drug cov-
erage by a Medicare+Choice organization 
under a Medicare+Choice plan, the organiza-
tion and plan shall meet the requirements of 
section 1860C, including requirements relat-
ing to information dissemination and griev-
ance and appeals, in the same manner as 
they apply to a PDP sponsor and a prescrip-
tion drug plan under part D and shall submit 
to the Administrator the information de-
scribed in section 1860F(a)(2). The Adminis-
trator shall waive such requirements to the 
extent the Administrator determines that 
such requirements duplicate requirements 
otherwise applicable to the organization or 
plan under this part. 

‘‘(3) AVAILABILITY OF PREMIUM AND COST-
SHARING SUBSIDIES FOR LOW-INCOME ENROLL-
EES AND DIRECT AND REINSURANCE SUBSIDY 
PAYMENTS FOR ORGANIZATIONS.—For provi-
sions—

‘‘(A) providing premium and cost-sharing 
subsidies to low-income individuals receiving 
qualified prescription drug coverage through 
a Medicare+Choice plan, see section 1860G; 
and 

‘‘(B) providing a Medicare+Choice organi-
zation with direct and insurance subsidy 
payments for providing qualified prescrip-
tion drug coverage under this part, see sec-
tion 1860H. 

‘‘(4) TRANSITION IN INITIAL ENROLLMENT PE-
RIOD.—Notwithstanding any other provision 
of this part, the annual, coordinated election 
period under subsection (e)(3)(B) for 2005 
shall be the 6-month period beginning with 
November 2004. 

‘‘(5) QUALIFIED PRESCRIPTION DRUG COV-
ERAGE; STANDARD COVERAGE.—For purposes 
of this part, the terms ‘qualified prescription 
drug coverage’ and ‘standard coverage’ have 
the meanings given such terms in section 
1860B.’’. 

(b) CONFORMING AMENDMENTS.—Section 
1851 (42 U.S.C. 1395w–21) is amended—

(1) in subsection (a)(1)—
(A) by inserting ‘‘(other than qualified pre-

scription drug benefits)’’ after ‘‘benefits’’; 
(B) by striking the period at the end of 

subparagraph (B) and inserting a comma; 
and 

(C) by adding after and below subparagraph 
(B) the following:
‘‘and may elect qualified prescription drug 
coverage in accordance with section 1860A.’’; 
and 

(2) in subsection (g)(1), by inserting ‘‘and 
section 1860A(c)(2)(B)’’ after ‘‘in this sub-
section’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section apply to coverage pro-
vided on or after January 1, 2005. 

SEC. 103. MEDICAID AMENDMENTS. 
(a) DETERMINATIONS OF ELIGIBILITY FOR 

LOW-INCOME SUBSIDIES.—
(1) REQUIREMENT.—Section 1902(a) (42 

U.S.C. 1396a(a)) is amended—
(A) by striking ‘‘and’’ at the end of para-

graph (64); 
(B) by striking the period at the end of 

paragraph (65) and inserting ‘‘; and’’; and 
(C) by inserting after paragraph (65) the 

following new paragraph: 
‘‘(66) provide for making eligibility deter-

minations under section 1935(a).’’. 
(2) NEW SECTION.—Title XIX is further 

amended—
(A) by redesignating section 1935 as section 

1936; and 
(B) by inserting after section 1934 the fol-

lowing new section: 
‘‘SPECIAL PROVISIONS RELATING TO MEDICARE 

PRESCRIPTION DRUG BENEFIT 
‘‘SEC. 1935. (a) REQUIREMENT FOR MAKING 

ELIGIBILITY DETERMINATIONS FOR LOW-IN-
COME SUBSIDIES.—As a condition of its State 
plan under this title under section 1902(a)(66) 
and receipt of any Federal financial assist-
ance under section 1903(a), a State shall—

‘‘(1) make determinations of eligibility for 
premium and cost-sharing subsidies under 
(and in accordance with) section 1860G; 

‘‘(2) inform the Administrator of the Medi-
care Benefits Administration of such deter-
minations in cases in which such eligibility 
is established; and 

‘‘(3) otherwise provide such Administrator 
with such information as may be required to 
carry out part D of title XVIII (including 
section 1860G). 

‘‘(b) PAYMENTS FOR ADDITIONAL ADMINIS-
TRATIVE COSTS.—

‘‘(1) IN GENERAL.—The amounts expended 
by a State in carrying out subsection (a) are, 
subject to paragraph (2), expenditures reim-
bursable under the appropriate paragraph of 
section 1903(a); except that, notwithstanding 
any other provision of such section, the ap-
plicable Federal matching rates with respect 
to such expenditures under such section 
shall be increased as follows (but in no case 
shall the rate as so increased exceed 100 per-
cent): 

‘‘(A) For expenditures attributable to costs 
incurred during 2005, the otherwise applica-
ble Federal matching rate shall be increased 
by 10 percent of the percentage otherwise 
payable (but for this subsection) by the 
State. 

‘‘(B)(i) For expenditures attributable to 
costs incurred during 2006 and each subse-
quent year through 2013, the otherwise appli-
cable Federal matching rate shall be in-
creased by the applicable percent (as defined 
in clause (ii)) of the percentage otherwise 
payable (but for this subsection) by the 
State. 

‘‘(ii) For purposes of clause (i), the ‘appli-
cable percent’ for—

‘‘(I) 2006 is 20 percent; or 
‘‘(II) a subsequent year is the applicable 

percent under this clause for the previous 
year increased by 10 percentage points. 

‘‘(C) For expenditures attributable to costs 
incurred after 2013, the otherwise applicable 
Federal matching rate shall be increased to 
100 percent. 

‘‘(2) COORDINATION.—The State shall pro-
vide the Administrator with such informa-
tion as may be necessary to properly allo-
cate administrative expenditures described 
in paragraph (1) that may otherwise be made 
for similar eligibility determinations.’’. 

(b) PHASED-IN FEDERAL ASSUMPTION OF 
MEDICAID RESPONSIBILITY FOR PREMIUM AND 
COST-SHARING SUBSIDIES FOR DUALLY ELIGI-
BLE INDIVIDUALS.—

(1) IN GENERAL.—Section 1903(a)(1) (42 
U.S.C. 1396b(a)(1)) is amended by inserting 
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before the semicolon the following: ‘‘, re-
duced by the amount computed under sec-
tion 1935(c)(1) for the State and the quarter’’. 

(2) AMOUNT DESCRIBED.—Section 1935, as in-
serted by subsection (a)(2), is amended by 
adding at the end the following new sub-
section: 

‘‘(c) FEDERAL ASSUMPTION OF MEDICAID 
PRESCRIPTION DRUG COSTS FOR DUALLY-ELI-
GIBLE BENEFICIARIES.—

‘‘(1) IN GENERAL.—For purposes of section 
1903(a)(1), for a State that is one of the 50 
States or the District of Columbia for a cal-
endar quarter in a year (beginning with 2005) 
the amount computed under this subsection 
is equal to the product of the following: 

‘‘(A) MEDICARE SUBSIDIES.—The total 
amount of payments made in the quarter 
under section 1860G (relating to premium 
and cost-sharing prescription drug subsidies 
for low-income medicare beneficiaries) that 
are attributable to individuals who are resi-
dents of the State and are entitled to bene-
fits with respect to prescribed drugs under 
the State plan under this title (including 
such a plan operating under a waiver under 
section 1115). 

‘‘(B) STATE MATCHING RATE.—A proportion 
computed by subtracting from 100 percent 
the Federal medical assistance percentage 
(as defined in section 1905(b)) applicable to 
the State and the quarter. 

‘‘(C) PHASE-OUT PROPORTION.—The phase-
out proportion (as defined in paragraph (2)) 
for the quarter. 

‘‘(2) PHASE-OUT PROPORTION.—For purposes 
of paragraph (1)(C), the ‘phase-out propor-
tion’ for a calendar quarter in—

‘‘(A) 2005 is 90 percent; 
‘‘(B) a subsequent year before 2014, is the 

phase-out proportion for calendar quarters in 
the previous year decreased by 10 percentage 
points; or 

‘‘(C) a year after 2013 is 0 percent.’’. 
(c) MEDICAID PROVIDING WRAP-AROUND 

BENEFITS.—Section 1935, as so inserted and 
amended, is further amended by adding at 
the end the following new subsection: 

‘‘(d) ADDITIONAL PROVISIONS.—
‘‘(1) MEDICAID AS SECONDARY PAYOR.—In the 

case of an individual who is entitled to quali-
fied prescription drug coverage under a pre-
scription drug plan under part D of title 
XVIII (or under a Medicare+Choice plan 
under part C of such title) and medical as-
sistance for prescribed drugs under this title, 
medical assistance shall continue to be pro-
vided under this title for prescribed drugs to 
the extent payment is not made under the 
prescription drug plan or the 
Medicare+Choice plan selected by the indi-
vidual. 

‘‘(2) CONDITION.—A State may require, as a 
condition for the receipt of medical assist-
ance under this title with respect to pre-
scription drug benefits for an individual eli-
gible to obtain qualified prescription drug 
coverage described in paragraph (1), that the 
individual elect qualified prescription drug 
coverage under section 1860A.’’. 

(d) TREATMENT OF TERRITORIES.—
(1) IN GENERAL.—Section 1935, as so in-

serted and amended, is further amended—
(A) in subsection (a) in the matter pre-

ceding paragraph (1), by inserting ‘‘subject 
to subsection (e)’’ after ‘‘section 1903(a)’’; 

(B) in subsection (c)(1), by inserting ‘‘sub-
ject to subsection (e)’’ after ‘‘1903(a)(1)’’; and 

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

‘‘(e) TREATMENT OF TERRITORIES.—
‘‘(1) IN GENERAL.—In the case of a State, 

other than the 50 States and the District of 
Columbia—

‘‘(A) the previous provisions of this section 
shall not apply to residents of such State; 
and 

‘‘(B) if the State establishes a plan de-
scribed in paragraph (2) (for providing med-
ical assistance with respect to the provision 
of prescription drugs to medicare bene-
ficiaries), the amount otherwise determined 
under section 1108(f) (as increased under sec-
tion 1108(g)) for the State shall be increased 
by the amount specified in paragraph (3). 

‘‘(2) PLAN.—The plan described in this 
paragraph is a plan that—

‘‘(A) provides medical assistance with re-
spect to the provision of covered outpatient 
drugs (as defined in section 1860B(f)) to low-
income medicare beneficiaries; and 

‘‘(B) assures that additional amounts re-
ceived by the State that are attributable to 
the operation of this subsection are used 
only for such assistance. 

‘‘(3) INCREASED AMOUNT.—
‘‘(A) IN GENERAL.—The amount specified in 

this paragraph for a State for a year is equal 
to the product of—

‘‘(i) the aggregate amount specified in sub-
paragraph (B); and 

‘‘(ii) the amount specified in section 
1108(g)(1) for that State, divided by the sum 
of the amounts specified in such section for 
all such States. 

‘‘(B) AGGREGATE AMOUNT.—The aggregate 
amount specified in this subparagraph for—

‘‘(i) 2005, is equal to $20,000,000; or 
‘‘(ii) a subsequent year, is equal to the ag-

gregate amount specified in this subpara-
graph for the previous year increased by an-
nual percentage increase specified in section 
1860B(b)(5) for the year involved. 

‘‘(4) REPORT.—The Administrator shall sub-
mit to Congress a report on the application 
of this subsection and may include in the re-
port such recommendations as the Adminis-
trator deems appropriate.’’. 

(2) CONFORMING AMENDMENT.—Section 
1108(f) (42 U.S.C. 1308(f)) is amended by in-
serting ‘‘and section 1935(e)(1)(B)’’ after 
‘‘Subject to subsection (g)’’. 

(e) AMENDMENT TO BEST PRICE.—Section 
1927(c)(1)(C)(i) (42 U.S.C. 1396r–8(c)(1)(C)(i)) is 
amended—

(1) by striking ‘‘and’’ at the end of sub-
clause (III); 

(2) by striking the period at the end of sub-
clause (IV) and inserting ‘‘; and’’; and 

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

‘‘(V) any prices charged which are nego-
tiated by a prescription drug plan under part 
D of title XVIII, by a Medicare+Choice plan 
under part C of such title with respect to 
covered outpatient drugs, or by a qualified 
retiree prescription drug plan (as defined in 
section 1860H(f)(1)) with respect to such 
drugs on behalf of individuals entitled to 
benefits under part A or enrolled under part 
B of such title.’’. 
SEC. 104. MEDIGAP TRANSITION. 

(a) IN GENERAL.—Section 1882 (42 U.S.C. 
1395ss) is amended by adding at the end the 
following new subsection: 

‘‘(v) COVERAGE OF PRESCRIPTION DRUGS.—
‘‘(1) IN GENERAL.—Notwithstanding any 

other provision of law, except as provided in 
paragraph (3) no new medicare supplemental 
policy that provides coverage of expenses for 
prescription drugs may be issued under this 
section on or after January 1, 2005, to an in-
dividual unless it replaces a medicare supple-
mental policy that was issued to that indi-
vidual and that provided some coverage of 
expenses for prescription drugs. 

‘‘(2) ISSUANCE OF SUBSTITUTE POLICIES IF OB-
TAIN PRESCRIPTION DRUG COVERAGE UNDER 
PART D.—

‘‘(A) IN GENERAL.—The issuer of a medicare 
supplemental policy—

‘‘(i) may not deny or condition the 
issuance or effectiveness of a medicare sup-
plemental policy that has a benefit package 

classified as ‘A’, ‘B’, ‘C’, ‘D’, ‘E’, ‘F’, or ‘G’ 
(under the standards established under sub-
section (p)(2)) and that is offered and is 
available for issuance to new enrollees by 
such issuer; 

‘‘(ii) may not discriminate in the pricing of 
such policy, because of health status, claims 
experience, receipt of health care, or medical 
condition; and 

‘‘(iii) may not impose an exclusion of bene-
fits based on a pre-existing condition under 
such policy,
in the case of an individual described in sub-
paragraph (B) who seeks to enroll under the 
policy not later than 63 days after the date of 
the termination of enrollment described in 
such paragraph and who submits evidence of 
the date of termination or disenrollment 
along with the application for such medicare 
supplemental policy. 

‘‘(B) INDIVIDUAL COVERED.—An individual 
described in this subparagraph is an indi-
vidual who—

‘‘(i) enrolls in a prescription drug plan 
under part D; and 

‘‘(ii) at the time of such enrollment was 
enrolled and terminates enrollment in a 
medicare supplemental policy which has a 
benefit package classified as ‘H’, ‘I’, or ‘J’ 
under the standards referred to in subpara-
graph (A)(i) or terminates enrollment in a 
policy to which such standards do not apply 
but which provides benefits for prescription 
drugs. 

‘‘(C) ENFORCEMENT.—The provisions of 
paragraph (4) of subsection (s) shall apply 
with respect to the requirements of this 
paragraph in the same manner as they apply 
to the requirements of such subsection. 

‘‘(3) NEW STANDARDS.—In applying sub-
section (p)(1)(E) (including permitting the 
NAIC to revise its model regulations in re-
sponse to changes in law) with respect to the 
change in benefits resulting from title I of 
the Medicare Modernization and Prescrip-
tion Drug Act of 2002, with respect to poli-
cies issued to individuals who are enrolled 
under part D, the changes in standards shall 
only provide for substituting for the benefit 
packages that included coverage for pre-
scription drugs two benefit packages that 
may provide for coverage of cost-sharing 
with respect to qualified prescription drug 
coverage under such part, except that such 
coverage may not cover the prescription 
drug deductible under such part. The two 
benefit packages shall be consistent with the 
following: 

‘‘(A) FIRST NEW POLICY.—The policy de-
scribed in this subparagraph has the fol-
lowing benefits, notwithstanding any other 
provision of this section relating to a core 
benefit package: 

‘‘(i) Coverage of 50 percent of the cost-shar-
ing otherwise applicable, except coverage of 
100 percent of any cost-sharing otherwise ap-
plicable for preventive benefits. 

‘‘(ii) No coverage of the part B deductible. 
‘‘(iii) Coverage for all hospital coinsurance 

for long stays (as in the current core benefit 
package). 

‘‘(iv) A limitation on annual out-of-pocket 
expenditures to $4,000 in 2005 (or, in a subse-
quent year, to such limitation for the pre-
vious year increased by an appropriate infla-
tion adjustment specified by the Secretary). 

‘‘(B) SECOND NEW POLICY.—The policy de-
scribed in this subparagraph has the same 
benefits as the policy described in subpara-
graph (A), except as follows: 

‘‘(i) Substitute ‘75 percent’ for ‘50 percent’ 
in clause (i) of such subparagraph. 

‘‘(ii) Substitute ‘$2,000’ for ‘$4,000’ in clause 
(iv) of such subparagraph. 

‘‘(4) CONSTRUCTION.—Any provision in this 
section or in a medicare supplemental policy 
relating to guaranteed renewability of cov-
erage shall be deemed to have been met 
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through the offering of other coverage under 
this subsection.’’. 
SEC. 105. MEDICARE PRESCRIPTION DRUG DIS-

COUNT CARD ENDORSEMENT PRO-
GRAM. 

(a) IN GENERAL.—Title XVIII is amended by 
inserting after section 1806 the following new 
sections: 
‘‘MEDICARE PRESCRIPTION DRUG DISCOUNT CARD 

ENDORSEMENT PROGRAM 
‘‘SEC. 1807. (a) IN GENERAL.—The Secretary 

(or the Medicare Benefits Administrator pur-
suant to section 1808(c)(3)(C)) shall establish 
a program—

‘‘(1) to endorse prescription drug discount 
card programs that meet the requirements of 
this section; and 

‘‘(2) to make available to medicare bene-
ficiaries information regarding such en-
dorsed programs. 

‘‘(b) REQUIREMENTS FOR ENDORSEMENT.—
The Secretary may not endorse a prescrip-
tion drug discount card program under this 
section unless the program meets the fol-
lowing requirements: 

‘‘(1) SAVINGS TO MEDICARE BENEFICIARIES.—
The program passes on to medicare bene-
ficiaries who enroll in the program discounts 
on prescription drugs, including discounts 
negotiated with manufacturers. 

‘‘(2) PROHIBITION ON APPLICATION ONLY TO 
MAIL ORDER.—The program applies to drugs 
that are available other than solely through 
mail order. 

‘‘(3) BENEFICIARY SERVICES.—The program 
provides pharmaceutical support services, 
such as education and counseling, and serv-
ices to prevent adverse drug interactions. 

‘‘(4) INFORMATION.—The program makes 
available to medicare beneficiaries through 
the Internet and otherwise information, in-
cluding information on enrollment fees, 
prices charged to beneficiaries, and services 
offered under the program, that the Sec-
retary identifies as being necessary to pro-
vide for informed choice by beneficiaries 
among endorsed programs. 

‘‘(5) DEMONSTRATED EXPERIENCE.—The enti-
ty operating the program has demonstrated 
experience and expertise in operating such a 
program or a similar program. 

‘‘(6) QUALITY ASSURANCE.—The entity has 
in place adequate procedures for assuring 
quality service under the program. 

‘‘(7) OPERATION OF ASSISTANCE PROGRAM.—
The entity meets such requirements relating 
to solvency, compliance with financial re-
porting requirements, audit compliance, and 
contractual guarantees as the Secretary 
finds necessary for the participation of the 
sponsor in the low-income assistance pro-
gram under section 1807A. 

‘‘(8) ENROLLMENT FEES.—The program may 
charge an annual enrollment fee, but the 
amount of such annual fee may not exceed 
$25. 

‘‘(9) ADDITIONAL BENEFICIARY PROTEC-
TIONS.—The program meets such additional 
requirements as the Secretary identifies to 
protect and promote the interest of medicare 
beneficiaries, including requirements that 
ensure that beneficiaries are not charged 
more than the lower of the negotiated retail 
price or the usual and customary price.
The prices negotiated by a prescription drug 
discount card program endorsed under this 
section shall (notwithstanding any other 
provision of law) not be taken into account 
for the purposes of establishing the best 
price under section 1927(c)(1)(C). 

‘‘(c) PROGRAM OPERATION.—The Secretary 
shall operate the program under this section 
consistent with the following: 

‘‘(1) PROMOTION OF INFORMED CHOICE.—In 
order to promote informed choice among en-
dorsed prescription drug discount card pro-
grams, the Secretary shall provide for the 

dissemination of information which com-
pares the prices and services of such pro-
grams in a manner coordinated with the dis-
semination of educational information on 
Medicare+Choice plans under part C. 

‘‘(2) OVERSIGHT.—The Secretary shall pro-
vide appropriate oversight to ensure compli-
ance of endorsed programs with the require-
ments of this section, including verification 
of the discounts and services provided. 

‘‘(3) USE OF MEDICARE TOLL-FREE NUMBER.—
The Secretary shall provide through the 1-
800-medicare toll free telephone number for 
the receipt and response to inquiries and 
complaints concerning the program and pro-
grams endorsed under this section. 

‘‘(4) SANCTIONS FOR ABUSIVE PRACTICES.—
The Secretary may implement intermediate 
sanctions or may revoke the endorsement of 
a program in the case of a program that the 
Secretary determines no longer meets the re-
quirements of this section or that has en-
gaged in false or misleading marketing prac-
tices. 

‘‘(5) ENROLLMENT PRACTICES.—A medicare 
beneficiary may not be enrolled in more than 
one endorsed program at any time. A medi-
care beneficiary may change the endorsed 
program in which the beneficiary is enrolled, 
but may not make such change until the 
beneficiary has been enrolled in a program 
for a minimum period of time specified by 
the Secretary. 

‘‘(d) TRANSITION.—The Secretary shall pro-
vide for an appropriate transition and dis-
continuation of the program under this sec-
tion at the time prescription drug benefits 
first become available under part D. 

‘‘(e) ENDORSEMENT CONDITION.—The Sec-
retary shall require, as condition of endorse-
ment under of a prescription drug discount 
card program under this section that the 
program implement policies and procedures 
to safeguard the use and disclosure of pro-
gram beneficiaries’ individually identifiable 
health information in a manner consistent 
with the Federal regulations (concerning the 
privacy of individually identifiable health 
information) promulgated under section 
264(c) of the Health Insurance Portability 
and Accountability Act of 1996. 

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such 
sums as may be necessary to carry out the 
program under this section and section 
1807A. 
‘‘TRANSITIONAL PRESCRIPTION DRUG ASSIST-

ANCE PROGRAM FOR LOW-INCOME BENE-
FICIARIES 
‘‘SEC. 1807A. (a) PURPOSE.—The purpose of 

this section is to provide low-income medi-
care beneficiaries with immediate assistance 
in the purchase of covered outpatient pre-
scription drugs during the period before the 
program under part D becomes effective. 

‘‘(b) FUNDS AVAILABLE; ALLOTMENTS.—
‘‘(1) APPROPRIATIONS; TOTAL ALLOTMENTS.—
‘‘(A) APPROPRIATIONS.—For the purpose of 

carrying out this section, there is appro-
priated, out of any money in the Treasury 
not otherwise appropriated—

‘‘(i) for fiscal year 2003, $300,000,000; 
‘‘(ii) for fiscal year 2004, $2,100,000,000; and 
‘‘(iii) for fiscal year 2005, $500,000,000. 
‘‘(2) ALLOTMENTS.—
‘‘(A) AMONG RESIDENTS OF 50 STATES AND 

THE DISTRICT OF COLUMBIA.—Subject to sub-
paragraph (B), the amount appropriated 
under subparagraph (A) for each fiscal year 
shall be allotted among the 50 States and the 
District of Columbia based upon the Sec-
retary’s estimate of each State’s or Dis-
trict’s proportion of the total number of 
medicare beneficiaries with income below 175 
percent of the Federal poverty line residing 
in all such States and the District. The Sec-
retary shall determine the amount of the al-

lotment for each such State and District not 
later than July 1, 2003. 

‘‘(B) AMONG RESIDENTS OF TERRITORIES.—Of 
the amount appropriated under subpara-
graph (A) for a fiscal year, the Secretary 
shall allot a percentage (determined con-
sistent with the allotment provided to terri-
tories under the State children’s health in-
surance program under section 2104(c)) 
among the commonwealths and territories 
described in section 2104(c)(3) in the same 
proportion as the allotment proportion 
under such program is allowed among such 
commonwealths and territories. 

‘‘(3) AVAILABILITY OF AMOUNTS ALLOTTED.—
Amounts allotted with respect to a State 
pursuant to this subsection for a fiscal year 
shall remain available for expenditure 
through the end of the fiscal year in which 
benefits are first available under part D. Any 
funds allotted to States that are not obli-
gated revert to the General Fund of the 
Treasury. 

‘‘(4) LIMITATION.—In no case shall the total 
amount of payments for assistance to eligi-
ble individuals (and administrative costs) in 
a State for a fiscal year (and previous fiscal 
years) under this section exceed the amount 
of the allotments with respect to that State 
in that year (and previous fiscal years). 
Nothing in this section shall be construed as 
preventing a State from providing, with its 
own funds, pharmaceutical assistance that is 
in addition to the assistance funded under 
this section. 

‘‘(c) ELIGIBILITY.—
‘‘(1) IN GENERAL.—Taking into account the 

amounts allotted with respect to each State 
under subsection (b) and the minimum dollar 
value on assistance per eligible individual 
specified by the Secretary under subsection 
(d)(3), the Secretary shall establish guide-
lines for the establishment by each State of 
eligibility standards consistent with para-
graph (2). 

‘‘(2) ELIGIBILITY RESTRICTIONS.—In no case 
shall an individual residing in a State be eli-
gible for assistance under this section unless 
the individual—

‘‘(A) is entitled to benefits under part A or 
enrolled under part B; 

‘‘(B) has income that is at or below a per-
centage (specified under the State eligibility 
plan under paragraph (1), but not to exceed 
175 percent) of the Federal poverty line; and 

‘‘(C) meets the resources requirement de-
scribed in section 1905(p)(1)(C); 

‘‘(D) is enrolled under a prescription drug 
discount card program (or under an alter-
native program authorized under subsection 
(d)(1)(B)); and 

‘‘(E) is not eligible for coverage of, or as-
sistance for, outpatient prescription drugs 
under any of the following: 

‘‘(i) A medicaid plan under title XIX (in-
cluding under any waiver approved under 
section 1115). 

‘‘(ii) Enrollment under a group health plan 
or health insurance coverage. 

‘‘(iii) Enrollment under a medicare supple-
mental insurance policy. 

‘‘(iv) Chapter 55 of title 10, United States 
Code (relating to medical and dental care for 
members of the uniformed services). 

‘‘(v) Chapter 17 of title 38, United States 
Code (relating to Veterans’ medical care). 

‘‘(vi) Enrollment under a plan under chap-
ter 89 of title 5, United States Code (relating 
to the Federal employees’ health benefits 
program). 

‘‘(vii) The Indian Health Care Improve-
ment Act (25 U.S.C. 1601 et seq.). 

‘‘(3) INCOME DETERMINATIONS.—The provi-
sions of section 1860G(4)(C) shall apply for 
purposes of applying this subsection. 

‘‘(d) FORM OF ASSISTANCE AND AMOUNT OF 
BENEFITS.—

‘‘(1) IN GENERAL.—
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‘‘(A) THROUGH PROGRAM SPONSOR.—Subject 

to subparagraph (B), the assistance under 
this section to an eligible individual shall be 
in the form of a discount (as identified by 
the sponsor to the Secretary) provided by 
the sponsor of a prescription drug discount 
card program to eligible individuals who are 
enrolled in such program. 

‘‘(B) THROUGH ALTERNATIVE STATE PRO-
GRAM.—A State may apply to the Secretary 
for authorization to provide the assistance 
under this section to an eligible individual 
through a State pharmaceutical assistance 
program or private program of pharma-
ceutical assistance. The Secretary shall not 
authorize the use of such a program unless 
the Secretary finds that the program—

‘‘(i) was in existence before the date of the 
enactment of this section; and 

‘‘(ii) is reasonably designed to provide for 
pharmaceutical assistance for a number of 
individuals, and in a scope, that is not less 
than the number of individuals, and min-
imum required amount, that would occur if 
the provisions of this subparagraph had not 
applied in the State. 

‘‘(2) GUIDANCE; MINIMUM LEVEL OF ASSIST-
ANCE.—The Secretary shall establish guide-
lines for how the program under this section 
will operate. Based upon the aggregate 
amount appropriated in each fiscal year and 
other relevant factors, the Secretary shall 
establish a minimum amount of assistance 
that is available, subject to paragraph (4)(B), 
to each eligible individual for each calendar 
quarter (or other period specified by the Sec-
retary) and provide guidance to sponsors re-
garding how assistance funds may be pro-
vided to eligible individuals consistent with 
such amount and funding limitations. 

‘‘(3) RELATIONSHIP TO DISCOUNTS.—The as-
sistance provided under this section is in ad-
dition to the discount otherwise available to 
individuals enrolled in prescription drug dis-
count card programs who are not eligible in-
dividuals. 

‘‘(4) LIMITATION ON ASSISTANCE.—
‘‘(A) IN GENERAL.—The assistance under 

this section for an eligible individual shall 
be limited to assistance—

‘‘(i) for covered outpatient drugs (as de-
fined in section 1860B(f)) and for enrollment 
fees imposed under prescription drug dis-
count card programs; and 

‘‘(ii) for expenses incurred—
‘‘(I) on and after the date the individual is 

both enrolled in the prescription drug dis-
count card program and determined to be an 
eligible individual under this section; and 

‘‘(II) before the date benefits are first 
available under the program under part D. 

‘‘(B) AUTHORITY.—The Secretary shall take 
such steps as may be necessary to assure 
compliance with the expenditure limitations 
described in subsection (b)(4). 

‘‘(e) PAYMENT OF FEDERAL SUBSIDY TO 
SPONSORS.—

‘‘(1) IN GENERAL.—The Secretary shall 
make payment (within the allotments for 
each State, less the administrative payments 
made subsection (f)(2) to each State) to the 
sponsor of the prescription drug discount 
card program (or to a State or other entity 
operating a program under subsection 
(d)(1)(B)) in which an eligible individual is 
enrolled of the amount of the assistance pro-
vided by the sponsor pursuant to this sec-
tion. 

‘‘(2) PERIODIC PAYMENTS.—Payments under 
this subsection (and subsection (f)(2)) shall 
be made on a monthly or other periodic in-
stallment basis, based upon estimates of the 
Secretary and shall be reduced or increased 
to the extent of any overpayment or under-
payment which the Secretary determines 
was made under this section for any prior pe-
riod and with respect to which adjustment 

has not already been made under this para-
graph. 

‘‘(f) STATE RESPONSIBILITIES.—
‘‘(1) ELIGIBILITY DETERMINATIONS.—As a 

condition for the payment of Federal finan-
cial participation to a State under section 
1903(a) for periods during which assistance is 
available under this section, the State must 
submit to the Secretary an eligibility plan 
under which the State—

‘‘(A) establishes eligibility standards con-
sistent with the provisions of this section; 

‘‘(B) conducts determinations of eligibility 
and income in the same manner as the State 
is required to make eligibility and income 
determinations described in section 
1860G(a)(4); and 

‘‘(C) communicates to the Secretary (or 
the Secretary’s designee) determinations of 
eligibility or discontinuation of eligibility 
under this section.

The Secretary shall provide a method for 
communicating with sponsors concerning 
the identity of eligible individuals. 

‘‘(2) COVERAGE OF ADMINISTRATIVE COSTS.—
Of the amount allotted with respect to a 
State under subsection (b), the Secretary 
shall pay to the State the amount of its ad-
ministrative costs in carrying out this sub-
section, but not to exceed 10 percent of the 
amount of such allotment to the State. The 
provisions of subsection (e)(2) shall apply to 
such payments. 

‘‘(g) DEFINITIONS.—For purposes of this sec-
tion: 

‘‘(1) ELIGIBLE INDIVIDUAL.—The term ‘eligi-
ble individual’ means an individual who is 
determined by a State to be eligible for as-
sistance under this section. 

‘‘(2) PRESCRIPTION DRUG DISCOUNT CARD 
PROGRAM.—The term ‘prescription drug dis-
count card program’ means such a program 
that is endorsed under section 1807. 

‘‘(3) SPONSOR.—The term ‘sponsor’ means 
the sponsor of a prescription drug discount 
card program, or, in the case of a program 
authorized under subsection (d)(1)(B), the 
State or other entity operating the program. 

‘‘(4) STATE.—The term ‘State’ has the 
meaning given such term for purposes of 
title XIX.’’. 

(b) CONFORMING AMENDMENT.—Section 
1927(c)(1)(C)(i)(V) (42 U.S.C. 1396r–
8(c)(1)(C)(i)(V)), as added by section 103(e), is 
amended by striking ‘‘or by a qualified re-
tiree prescription drug plan (as defined in 
section 1860H(f)(1))’’ and inserting ‘‘by a 
qualified retiree prescription drug plan (as 
defined in section 1860H(f)(1)), or by a pre-
scription drug discount card program en-
dorsed under section 1807’’. 
SEC. 106. GAO STUDY OF THE EFFECTIVENESS OF 

THE NEW PRESCRIPTION DRUG PRO-
GRAM. 

(a) STUDY.—The Comptroller General of 
the United States shall conduct a study on 
the effectiveness of the prescription drug 
program provided under part D of title XVIII 
of the Social Security Act. Such study 
shall—

(1) report—
(A) the percentage of eligible individuals 

who enrolled in the program; 
(B) the demographic characteristics (in-

cluding health status) of such enrollees; 
(C) the number and type of qualified pre-

scription drug coverage available to such in-
dividuals; and 

(D) the premiums imposed for enrollment 
in different areas; 

(2) evaluate the processes and methods de-
veloped by the Administrator and the deci-
sions reached by outside actuaries to deter-
mine the actuarial valuation of prescription 
drug coverage; and 

(3) assess whether the subsidy payments 
under such part accomplished its stated 

goals of reducing premium levels for all 
beneficiaries, reducing adverse selection, and 
promoting participation of PDP sponsors. 

(b) REPORT.—Not later January 1, 2006, the 
Comptroller General shall submit a report to 
Congress on the study conducted under sub-
section (a). 
TITLE II—MEDICARE+CHOICE REVITAL-

IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

Subtitle A—Medicare+Choice Revitalization 
SEC. 201. MEDICARE+CHOICE IMPROVEMENTS. 

(a) EQUALIZING PAYMENTS BETWEEN FEE-
FOR-SERVICE AND MEDICARE+CHOICE.—

(1) IN GENERAL.—Section 1853(c)(1) (42 
U.S.C. 1395w–23(c)(1)) is amended by adding 
at the end the following: 

‘‘(D) BASED ON 100 PERCENT OF FEE-FOR-
SERVICE COSTS.—

‘‘(i) IN GENERAL.—For 2003 and 2004, the ad-
justed average per capita cost for the year 
involved, determined under section 1876(a)(4) 
for the Medicare+Choice payment area for 
services covered under parts A and B for in-
dividuals entitled to benefits under part A 
and enrolled under part B who are not en-
rolled in a Medicare+Choice plan under this 
part for the year, but adjusted to exclude 
costs attributable to payments under section 
1886(h). 

‘‘(ii) INCLUSION OF COSTS OF VA AND DOD 
MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the ad-
justed average per capita cost under clause 
(i) for a year, such cost shall be adjusted to 
include the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Veterans Affairs or the Depart-
ment of Defense.’’. 

(2) CONFORMING AMENDMENT.—Such section 
is further amended, in the matter before sub-
paragraph (A), by striking ‘‘or (C)’’ and in-
serting ‘‘(C), or (D)’’. 

(b) REVISION OF BLEND.—
(1) REVISION OF NATIONAL AVERAGE USED IN 

CALCULATION OF BLEND.—Section 
1853(c)(4)(B)(i)(II) (42 U.S.C. 1395w–
23(c)(4)(B)(i)(II)) is amended by inserting 
‘‘who (with respect to determinations for 
2003 and for 2004) are enrolled in a 
Medicare+Choice plan’’ after ‘‘the average 
number of medicare beneficiaries’’. 

(2) CHANGE IN BUDGET NEUTRALITY.—Sec-
tion 1853(c) (42 U.S.C. 1395w–23(c)) is amend-
ed—

(A) in paragraph (1)(A), by inserting ‘‘(for a 
year before 2003)’’ after ‘‘multiplied’’; and 

(B) in paragraph (5), by inserting ‘‘(before 
2003)’’ after ‘‘for each year’’. 

(c) REVISION IN MINIMUM PERCENTAGE IN-
CREASE FOR 2003 AND 2004.—Section 
1853(c)(1)(C) (42 U.S.C. 1395w–23(c)(1)(C)) is 
amended by striking clause (iv) and insert-
ing the following: 

‘‘(iv) For 2002, 102 percent of the annual 
Medicare+Choice capitation rate under this 
paragraph for the area for 2001. 

‘‘(v) For 2003 and 2004, 103 percent of the 
annual Medicare+Choice capitation rate 
under this paragraph for the area for the pre-
vious year. 

‘‘(vi) For 2005 and each succeeding year, 102 
percent of the annual Medicare+Choice capi-
tation rate under this paragraph for the area 
for the previous year.’’. 

(d) INCLUSION OF COSTS OF DOD AND VA 
MILITARY FACILITY SERVICES TO MEDICARE-
ELIGIBLE BENEFICIARIES IN CALCULATION OF 
MEDICARE+CHOICE PAYMENT RATES.—Section 
1853(c)(3) (42 U.S.C. 1395w–23(c)(3)) is amend-
ed—

(1) in subparagraph (A), by striking ‘‘sub-
paragraph (B)’’ and inserting ‘‘subparagraphs 
(B) and (E)’’, and 
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(2) by adding at the end the following new 

subparagraph: 
‘‘(E) INCLUSION OF COSTS OF DOD AND VA 

MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the 
area-specific Medicare+Choice capitation 
rate under subparagraph (A) for a year (be-
ginning with 2003), the annual per capita rate 
of payment for 1997 determined under section 
1876(a)(1)(C) shall be adjusted to include in 
the rate the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Defense or the Department of 
Veterans Affairs.’’. 

(e) ANNOUNCEMENT OF REVISED 
MEDICARE+CHOICE PAYMENT RATES.—Within 
4 weeks after the date of the enactment of 
this Act, the Secretary shall determine, and 
shall announce (in a manner intended to pro-
vide notice to interested parties) 
Medicare+Choice capitation rates under sec-
tion 1853 of the Social Security Act (42 
U.S.C. 1395w–23) for 2003, revised in accord-
ance with the provisions of this section. 

(f) MEDPAC STUDY OF AAPCC.—
(1) STUDY.—The Medicare Payment Advi-

sory Commission shall conduct a study that 
assesses the method used for determining the 
adjusted average per capita cost (AAPCC) 
under section 1876(a)(4) of the Social Secu-
rity Act (42 U.S.C. 1395mm(a)(4)). Such study 
shall examine—

(A) the bases for variation in such costs be-
tween different areas, including differences 
in input prices, utilization, and practice pat-
terns; 

(B) the appropriate geographic area for 
payment under the Medicare+Choice pro-
gram under part C of title XVIII of such Act; 
and 

(C) the accuracy of risk adjustment meth-
ods in reflecting differences in costs of pro-
viding care to different groups of bene-
ficiaries served under such program. 

(2) REPORT.—Not later than 9 months after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study conducted under paragraph 
(1). Such report shall include recommenda-
tions regarding changes in the methods for 
computing the adjusted average per capita 
cost among different areas. 

(g) REPORT ON IMPACT OF INCREASED FINAN-
CIAL ASSISTANCE TO MEDICARE+CHOICE 
PLANS.—Not later than July 1, 2003, the Sec-
retary of Health and Human Services shall 
submit to Congress a report that describes 
the impact of additional financing provided 
under this Act and other Acts (including the 
Medicare, Medicaid, and SCHIP Balanced 
Budget Refinement Act of 1999 and BIPA) on 
the availability of Medicare+Choice plans in 
different areas and its impact on lowering 
premiums and increasing benefits under such 
plans. 
SEC. 202. MAKING PERMANENT CHANGE IN 

MEDICARE+CHOICE REPORTING 
DEADLINES AND ANNUAL, COORDI-
NATED ELECTION PERIOD. 

(a) CHANGE IN REPORTING DEADLINE.—Sec-
tion 1854(a)(1) (42 U.S.C. 1395w–24(a)(1)), as 
amended by section 532(b)(1) of the Public 
Health Security and Bioterrorism Prepared-
ness and Response Act of 2002, is amended by 
striking ‘‘2002, 2003, and 2004 (or July 1 of 
each other year)’’ and inserting ‘‘2002 and 
each subsequent year (or July 1 of each year 
before 2002)’’. 

(b) DELAY IN ANNUAL, COORDINATED ELEC-
TION PERIOD.—Section 1851(e)(3)(B) (42 U.S.C. 
1395w–21(e)(3)(B)), as amended by section 
532(c)(1)(A) of the Public Health Security and 
Bioterrorism Preparedness and Response Act 
of 2002, is amended by striking ‘‘and after 

2005, the month of November before such 
year and with respect to 2003, 2004, and 2005’’ 
and inserting ‘‘, the month of November be-
fore such year and with respect to 2003 and 
any subsequent year’’. 

(c) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.—Section 1853(b)(1) (42 U.S.C. 1395w–
23(b)(1)), as amended by section 532(d)(1) of 
the Public Health Security and Bioterrorism 
Preparedness and Response Act of 2002, is 
amended by striking ‘‘and after 2005 not 
later than March 1 before the calendar year 
concerned and for 2004 and 2005’’ and insert-
ing ‘‘not later than March 1 before the cal-
endar year concerned and for 2004 and each 
subsequent year’’. 

(d) REQUIRING PROVISION OF AVAILABLE IN-
FORMATION COMPARING PLAN OPTIONS.—The 
first sentence of section 1851(d)(2)(A)(ii) (42 
U.S.C. 1395w–21(d)(2)(A)(ii)) is amended by in-
serting before the period the following: ‘‘to 
the extent such information is available at 
the time of preparation of materials for the 
mailing’’. 
SEC. 203. AVOIDING DUPLICATIVE STATE REGU-

LATION. 
(a) IN GENERAL.—Section 1856(b)(3) (42 

U.S.C. 1395w–26(b)(3)) is amended to read as 
follows: 

‘‘(3) RELATION TO STATE LAWS.—The stand-
ards established under this subsection shall 
supersede any State law or regulation (other 
than State licensing laws or State laws re-
lating to plan solvency) with respect to 
Medicare+Choice plans which are offered by 
Medicare+Choice organizations under this 
part.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
the date of the enactment of this Act. 
SEC. 204. SPECIALIZED MEDICARE+CHOICE 

PLANS FOR SPECIAL NEEDS BENE-
FICIARIES. 

(a) TREATMENT AS COORDINATED CARE 
PLAN.—Section 1851(a)(2)(A) (42 U.S.C. 1395w–
21(a)(2)(A)) is amended by adding at the end 
the following new sentence: ‘‘Specialized 
Medicare+Choice plans for special needs 
beneficiaries (as defined in section 1859(b)(4)) 
may be any type of coordinated care plan.’’. 

(b) SPECIALIZED MEDICARE+CHOICE PLAN 
FOR SPECIAL NEEDS BENEFICIARIES DE-
FINED.—Section 1859(b) (42 U.S.C. 1395w–29(b)) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(4) SPECIALIZED MEDICARE+CHOICE PLANS 
FOR SPECIAL NEEDS BENEFICIARIES.—

‘‘(A) IN GENERAL.—The term ‘specialized 
Medicare+Choice plan for special needs bene-
ficiaries’ means a Medicare+Choice plan that 
exclusively serves special needs beneficiaries 
(as defined in subparagraph (B)). 

‘‘(B) SPECIAL NEEDS BENEFICIARY.—The 
term ‘special needs beneficiary’ means a 
Medicare+Choice eligible individual who—

‘‘(i) is institutionalized (as defined by the 
Secretary); 

‘‘(ii) is entitled to medical assistance 
under a State plan under title XIX; or 

‘‘(iii) meets such requirements as the Sec-
retary may determine would benefit from en-
rollment in such a specialized 
Medicare+Choice plan described in subpara-
graph (A) for individuals with severe or dis-
abling chronic conditions.’’. 

(c) RESTRICTION ON ENROLLMENT PER-
MITTED.—Section 1859 (42 U.S.C. 1395w–29) is 
amended by adding at the end the following 
new subsection: 

‘‘(f) RESTRICTION ON ENROLLMENT FOR SPE-
CIALIZED MEDICARE+CHOICE PLANS FOR SPE-
CIAL NEEDS BENEFICIARIES.—In the case of a 
specialized Medicare+Choice plan (as defined 
in subsection (b)(4)), notwithstanding any 
other provision of this part and in accord-
ance with regulations of the Secretary and 
for periods before January 1, 2007, the plan 
may restrict the enrollment of individuals 

under the plan to individuals who are within 
one or more classes of special needs bene-
ficiaries.’’. 

(d) REPORT TO CONGRESS.—Not later than 
December 31, 2005, the Medicare Benefits Ad-
ministrator shall submit to Congress a re-
port that assesses the impact of specialized 
Medicare+Choice plans for special needs 
beneficiaries on the cost and quality of serv-
ices provided to enrollees. Such report shall 
include an assessment of the costs and sav-
ings to the medicare program as a result of 
amendments made by subsections (a), (b), 
and (c). 

(e) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

subsections (a), (b), and (c) shall take effect 
upon the date of the enactment of this Act. 

(2) DEADLINE FOR ISSUANCE OF REQUIRE-
MENTS FOR SPECIAL NEEDS BENEFICIARIES; 
TRANSITION.—No later than 6 months after 
the date of the enactment of this Act, the 
Secretary of Health and Human Services 
shall issue final regulations to establish re-
quirements for special needs beneficiaries 
under section 1859(b)(4)(B)(iii) of the Social 
Security Act, as added by subsection (b). 
SEC. 205. MEDICARE MSAS. 

(a) EXEMPTION FROM REPORTING ENROLLEE 
ENCOUNTER DATA.—

(1) IN GENERAL.—Section 1852(e)(1) (42 
U.S.C. 1395w–22(e)(1)) is amended by inserting 
‘‘(other than MSA plans)’’ after 
‘‘Medicare+Choice plans’’. 

(2) CONFORMING AMENDMENTS.—Section 1852 
(42 U.S.C. 1395w–22) is amended—

(A) in subsection (c)(1)(I), by inserting be-
fore the period at the end the following: ‘‘if 
required under such section’’; and 

(B) in subparagraphs (A) and (B) of sub-
section (e)(2), by striking ‘‘, a non-network 
MSA plan,’’ and ‘‘, NON-NETWORK MSA PLANS,’’ 
each place it appears. 

(b) MAKING PROGRAM PERMANENT AND 
ELIMINATING CAP.—Section 1851(b)(4) (42 
U.S.C. 1395w–21(b)(4)) is amended—

(1) in the heading, by striking ‘‘ON A DEM-
ONSTRATION BASIS’’; 

(2) by striking the first sentence of sub-
paragraph (A); and 

(3) by striking the second sentence of sub-
paragraph (C). 

(c) APPLYING LIMITATIONS ON BALANCE 
BILLING.—Section 1852(k)(1) (42 U.S.C. 1395w–
22(k)(1)) is amended by inserting ‘‘or with an 
organization offering a MSA plan’’ after 
‘‘section 1851(a)(2)(A)’’. 

(d) ADDITIONAL AMENDMENT.—Section 
1851(e)(5)(A) (42 U.S.C. 1395w–21(e)(5)(A)) is 
amended—

(1) by adding ‘‘or’’ at the end of clause (i); 
(2) by striking ‘‘, or’’ at the end of clause 

(ii) and inserting a semicolon; and 
(3) by striking clause (iii). 

SEC. 206. EXTENSION OF REASONABLE COST AND 
SHMO CONTRACTS. 

(a) REASONABLE COST CONTRACTS.—
(1) IN GENERAL.—Section 1876(h)(5)(C) (42 

U.S.C. 1395mm(h)(5)(C)) is amended—
(A) by inserting ‘‘(i)’’ after ‘‘(C)’’; 
(B) by inserting before the period the fol-

lowing: ‘‘, except (subject to clause (ii)) in 
the case of a contract for an area which is 
not covered in the service area of 1 or more 
coordinated care Medicare+Choice plans 
under part C’’; and 

(C) by adding at the end the following new 
clause: 

‘‘(ii) In the case in which—
‘‘(I) a reasonable cost reimbursement con-

tract includes an area in its service area as 
of a date that is after December 31, 2003; 

‘‘(II) such area is no longer included in 
such service area after such date by reason 
of the operation of clause (i) because of the 
inclusion of such area within the service 
area of a Medicare+Choice plan; and 
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‘‘(III) all Medicare+Choice plans subse-

quently terminate coverage in such area; 
such reasonable cost reimbursement con-
tract may be extended and renewed to cover 
such area (so long as it is not included in the 
service area of any Medicare+Choice plan).’’. 

(2) STUDY.—The Medicare Benefits Admin-
istrator shall conduct a study of an appro-
priate transition for plans offered under rea-
sonable cost contracts under section 1876 of 
the Social Security Act on and after January 
1, 2005. Such a transition may take into ac-
count whether there are one or more coordi-
nated care Medicare+Choice plans being of-
fered in the areas involved. Not later than 
February 1, 2004, the Administrator shall 
submit to Congress a report on such study 
and shall include recommendations regard-
ing any changes in the amendment made by 
paragraph (1) as the Administrator deter-
mines to be appropriate. 

(b) EXTENSION OF SOCIAL HEALTH MAINTE-
NANCE ORGANIZATION (SHMO) DEMONSTRATION 
PROJECT.—

(1) IN GENERAL.—Section 4018(b)(1) of the 
Omnibus Budget Reconciliation Act of 1987 is 
amended by striking ‘‘the date that is 30 
months after the date that the Secretary 
submits to Congress the report described in 
section 4014(c) of the Balanced Budget Act of 
1997’’ and inserting ‘‘December 31, 2004’’. 

(2) SHMOS OFFERING MEDICARE+CHOICE 
PLANS.—Nothing in such section 4018 shall be 
construed as preventing a social health 
maintenance organization from offering a 
Medicare+Choice plan under part C of title 
XVIII of the Social Security Act. 

Subtitle B—Medicare+Choice Competition 
Program 

SEC. 211. MEDICARE+CHOICE COMPETITION PRO-
GRAM. 

(a) SUBMISSION OF BID AMOUNTS.—Section 
1854 (42 U.S.C. 1395w–24) is amended—

(1) in the heading by inserting ‘‘AND BID 
AMOUNTS’’ after ‘‘PREMIUMS’’; 

(2) in subsection (a)(1)(A)—
(A) by striking ‘‘(A)’’ and inserting ‘‘(A)(i) 

if the following year is before 2005,’’; and 
(B) by inserting before the semicolon at 

the end the following: ‘‘or (ii) if the following 
year is 2005 or later, the information de-
scribed in paragraph (6)(A)’’; and 

(3) by adding at the end of subsection (a) 
the following: 

‘‘(6) SUBMISSION OF BID AMOUNTS BY 
MEDICARE+CHOICE ORGANIZATIONS.—

‘‘(A) INFORMATION TO BE SUBMITTED.—The 
information described in this subparagraph 
is as follows: 

‘‘(i) The monthly aggregate bid amount for 
provision of all items and services under this 
part and the actuarial basis for determining 
such amount. 

‘‘(ii) The proportions of such bid amount 
that are attributable to—

‘‘(I) the provision of statutory non-drug 
benefits (such portion referred to in this part 
as the ‘unadjusted non-drug monthly bid 
amount’); 

‘‘(II) the provision of statutory prescrip-
tion drug benefits; and 

‘‘(III) the provision of non-statutory bene-
fits;

and the actuarial basis for determining such 
proportions. 

‘‘(iii) Such additional information as the 
Administrator may require to verify the ac-
tuarial bases described in clauses (i) and (ii). 

‘‘(B) STATUTORY BENEFITS DEFINED.—For 
purposes of this part: 

‘‘(i) The term ‘statutory non-drug benefits’ 
means benefits under parts A and B. 

‘‘(ii) The term ‘statutory prescription drug 
benefits’ means benefits under part D. 

‘‘(iii) The term ‘statutory benefits’ means 
statutory prescription drug benefits and 
statutory non-drug benefits. 

‘‘(C) ACCEPTANCE AND NEGOTIATION OF BID 
AMOUNTS.—The Administrator has the au-
thority to negotiate regarding monthly bid 
amounts submitted under subparagraph (A) 
(and the proportion described in subpara-
graph (A)(ii)). The Administrator may reject 
such a bid amount or proportion if the Ad-
ministrator determines that such amount or 
proportion is not supported by the actuarial 
bases provided under subparagraph (A).’’. 

(b) PROVIDING FOR BENEFICIARY SAVINGS 
FOR CERTAIN PLANS.—

(1) IN GENERAL.—Section 1854(b) (42 U.S.C. 
1395w–24(b)) is amended—

(A) by adding at the end of paragraph (1) 
the following new subparagraph: 

‘‘(C) BENEFICIARY REBATE RULE.—
‘‘(i) REQUIREMENT.—The Medicare+Choice 

plan shall provide to the enrollee a monthly 
rebate equal to 75 percent of the average per 
capita savings (if any) described in para-
graph (3) applicable to the plan and year in-
volved. 

‘‘(iii) FORM OF REBATE.—A rebate required 
under this subparagraph shall be provided—

‘‘(I) through the crediting of the amount of 
the rebate towards the Medicare+Choice 
monthly supplementary beneficiary pre-
mium or the premium imposed for prescrip-
tion drug coverage under part D; 

‘‘(II) through a direct monthly payment 
(through electronic funds transfer or other-
wise); or 

‘‘(III) through other means approved by the 
Medicare Benefits Administrator, 
or any combination thereof.’’; and 

(B) by adding at the end the following new 
paragraph: 

‘‘(3) COMPUTATION OF AVERAGE PER CAPITA 
MONTHLY SAVINGS.—For purposes of para-
graph (1)(C)(i), the average per capita month-
ly savings referred to in such paragraph for 
a Medicare+Choice plan and year is com-
puted as follows: 

‘‘(A) DETERMINATION OF STATE-WIDE AVER-
AGE RISK ADJUSTMENT.—

‘‘(i) IN GENERAL.—The Medicare Benefits 
Administrator shall determine, at the same 
time rates are promulgated under section 
1853(b)(1) (beginning with 2005), for each 
State the average of the risk adjustment fac-
tors to be applied to enrollees under section 
1853(a)(1)(A) in that State. In the case of a 
State in which a Medicare+Choice plan was 
offered in the previous year, the Adminis-
trator may compute such average based upon 
risk adjustment factors applied in that State 
in a previous year. 

‘‘(ii) TREATMENT OF NEW STATES.—In the 
case of a State in which no Medicare+Choice 
plan was offered in the previous year, the 
Administrator shall estimate such average. 
In making such estimate, the Administrator 
may use average risk adjustment factors ap-
plied to comparable States or applied on a 
national basis. 

‘‘(B) DETERMINATION OF RISK ADJUSTED 
BENCHMARK AND RISK-ADJUSTED BID.—For 
each Medicare+Choice plan offered in a 
State, the Administrator shall—

‘‘(i) adjust the fee-for-service area-specific 
non-drug benchmark amount by the applica-
ble average risk adjustment factor computed 
under subparagraph (A); and 

‘‘(ii) adjust the unadjusted non-drug 
monthly bid amount by such applicable aver-
age risk adjustment factor. 

‘‘(C) DETERMINATION OF AVERAGE PER CAP-
ITA MONTHLY SAVINGS.—The average per cap-
ita monthly savings described in this sub-
paragraph is equal to the amount (if any) by 
which—

‘‘(i) the risk-adjusted benchmark amount 
computed under subparagraph (B)(i), exceeds 

‘‘(ii) the risk-adjusted bid computed under 
subparagraph (B)(ii). 

‘‘(D) AUTHORITY TO DETERMINE RISK ADJUST-
MENT FOR AREAS OTHER THAN STATES.—The 

Administrator may provide for the deter-
mination and application of risk adjustment 
factors under this paragraph on the basis of 
areas other than States.’’. 

(2) COMPUTATION OF FEE-FOR-SERVICE AREA-
SPECIFIC NON-DRUG BENCHMARK.—Section 1853 
(42 U.S.C. 1395w–23) is amended by adding at 
the end the following new subsection: 

‘‘(j) COMPUTATION OF FEE-FOR-SERVICE 
AREA-SPECIFIC NON-DRUG BENCHMARK 
AMOUNT.—For purposes of this part, the term 
‘fee-for-service area-specific non-drug bench-
mark amount’ means, with respect to a 
Medicare+Choice payment area for a month 
in a year, an amount equal to the greater of 
the following (but in no case less than 1⁄12 of 
the rate computed under subsection (c)(1), 
without regard to subparagraph (A), for the 
year): 

‘‘(1) BASED ON 100 PERCENT OF FEE-FOR-SERV-
ICE COSTS IN THE AREA.—An amount equal to 
1⁄12 of 100 percent (for 2005 through 2007, or 95 
percent for 2008 and years thereafter) of the 
adjusted average per capita cost for the year 
involved, determined under section 1876(a)(4) 
for the Medicare+Choice payment area, for 
the area and the year involved, for services 
covered under parts A and B for individuals 
entitled to benefits under part A and en-
rolled under part B who are not enrolled in 
a Medicare+Choice plan under this part for 
the year, and adjusted to exclude from such 
cost the amount the Medicare Benefits Ad-
ministrator estimates is payable for costs 
described in subclauses (I) and (II) of sub-
section (c)(3)(C)(i) for the year involved and 
also adjusted in the manner described in sub-
section (c)(1)(D)(ii) (relating to inclusion of 
costs of VA and DOD military facility serv-
ices to medicare-eligible beneficiaries). 

‘‘(2) MINIMUM MONTHLY AMOUNT.—The min-
imum amount specified in this paragraph is 
the amount specified in subsection 
(c)(1)(B)(iv) for the year involved.’’. 

(c) PAYMENT OF PLANS BASED ON BID 
AMOUNTS.—

(1) IN GENERAL.—Section 1853(a)(1)(A) (42 
U.S.C. 1395w–23) is amended by striking ‘‘in 
an amount’’ and all that follows and insert-
ing the following: ‘‘in an amount determined 
as follows: 

‘‘(i) PAYMENT BEFORE 2005.—For years be-
fore 2005, the payment amount shall be equal 
to 1⁄12 of the annual Medicare+Choice capita-
tion rate (as calculated under subsection (c)) 
with respect to that individual for that area, 
reduced by the amount of any reduction 
elected under section 1854(f )(1)(E) and ad-
justed under clause (iii). 

‘‘(ii) PAYMENT FOR STATUTORY NON-DRUG 
BENEFITS BEGINNING WITH 2005.—For years be-
ginning with 2005—

‘‘(I) PLANS WITH BIDS BELOW BENCHMARK.—
In the case of a plan for which there are av-
erage per capita monthly savings described 
in section 1854(b)(3)(C), the payment under 
this subsection is equal to the unadjusted 
non-drug monthly bid amount, adjusted 
under clause (iii), plus the amount of the 
monthly rebate computed under section 
1854(b)(1)(C)(i) for that plan and year. 

‘‘(II) PLANS WITH BIDS AT OR ABOVE BENCH-
MARK.—In the case of a plan for which there 
are no average per capita monthly savings 
described in section 1854(b)(3)(C), the pay-
ment amount under this subsection is equal 
to the fee-for-service area-specific non-drug 
benchmark amount, adjusted under clause 
(iii). 

‘‘(iii) DEMOGRAPHIC ADJUSTMENT, INCLUDING 
ADJUSTMENT FOR HEALTH STATUS.—The Ad-
ministrator shall adjust the payment 
amount under clause (i), the unadjusted non-
drug monthly bid amount under clause 
(ii)(I), and the fee-for-service area-specific 
non-drug benchmark amount under clause 
(ii)(II) for such risk factors as age, disability 
status, gender, institutional status, and such 
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other factors as the Administrator deter-
mines to be appropriate, including adjust-
ment for health status under paragraph (3), 
so as to ensure actuarial equivalence. The 
Administrator may add to, modify, or sub-
stitute for such adjustment factors if such 
changes will improve the determination of 
actuarial equivalence. 

‘‘(iv) REFERENCE TO SUBSIDY PAYMENT FOR 
STATUTORY DRUG BENEFITS.—In the case in 
which an enrollee is enrolled under part D, 
the Medicare+Choice organization also is en-
titled to a subsidy payment amount under 
section 1860H.’’. 

(d) CONFORMING AMENDMENTS.—
(1) PROTECTION AGAINST BENEFICIARY SELEC-

TION.—Section 1852(b)(1)(A) (42 U.S.C. 1395w–
22(b)(1)(A)) is amended by adding at the end 
the following: ‘‘The Administrator shall not 
approve a plan of an organization if the Ad-
ministrator determines that the benefits are 
designed to substantially discourage enroll-
ment by certain Medicare+Choice eligible in-
dividuals with the organization.’’. 

(2) CONFORMING AMENDMENT TO PREMIUM 
TERMINOLOGY.—Subparagraphs (A) and (B) of 
section 1854(b)(2) (42 U.S.C. 1395w–24(b)(2)) are 
amended to read as follows: 

‘‘(A) MEDICARE+CHOICE MONTHLY BASIC BEN-
EFICIARY PREMIUM.—The term 
‘Medicare+Choice monthly basic beneficiary 
premium’ means, with respect to a 
Medicare+Choice plan—

‘‘(i) described in section 1853(a)(1)(A)(ii)(I) 
(relating to plans providing rebates), zero; or 

‘‘(ii) described in section 
1853(a)(1)(A)(ii)(II), the amount (if any) by 
which the unadjusted non-drug monthly bid 
amount exceeds the fee-for-service area-spe-
cific non-drug benchmark amount. 

‘‘(B) MEDICARE+CHOICE MONTHLY SUPPLE-
MENTAL BENEFICIARY PREMIUM.—The term 
‘Medicare+Choice monthly supplemental 
beneficiary premium’ means, with respect to 
a Medicare+Choice plan, the portion of the 
aggregate monthly bid amount submitted 
under clause (i) of subsection (a)(6)(A) for the 
year that is attributable under such section 
to the provision of nonstatutory benefits.’’. 

(3) REQUIREMENT FOR UNIFORM BID 
AMOUNTS.—Section 1854(c) (42 U.S.C. 1395w–
24(c)) is amended to read as follows: 

‘‘(c) UNIFORM BID AMOUNTS.—The 
Medicare+Choice monthly bid amount sub-
mitted under subsection (a)(6) of a 
Medicare+Choice organization under this 
part may not vary among individuals en-
rolled in the plan.’’. 

(4) PERMITTING BENEFICIARY REBATES.—
(A) Section 1851(h)(4)(A) (42 U.S.C. 1395w–

21(h)(4)(A)) is amended by inserting ‘‘except 
as provided under section 1854(b)(1)(C)’’ after 
‘‘or otherwise’’. 

(B) Section 1854(d) (42 U.S.C. 1395w–24(d)) is 
amended by inserting ‘‘, except as provided 
under subsection (b)(1)(C),’’ after ‘‘and may 
not provide’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for months beginning with 
January 2005. 
SEC. 212. DEMONSTRATION PROGRAM FOR COM-

PETITIVE-DEMONSTRATION AREAS. 
(a) IDENTIFICATION OF COMPETITIVE-DEM-

ONSTRATION AREAS FOR DEMONSTRATION PRO-
GRAM; COMPUTATION OF CHOICE NON-DRUG 
BENCHMARKS.—Section 1853, as amended by 
section 211(b)(2), is amended by adding at the 
end the following new subsection: 

‘‘(k) ESTABLISHMENT OF COMPETITIVE DEM-
ONSTRATION PROGRAM.—

‘‘(1) DESIGNATION OF COMPETITIVE-DEM-
ONSTRATION AREAS AS PART OF PROGRAM.—

‘‘(A) IN GENERAL.—For purposes of this 
part, the Administrator shall establish a 
demonstration program under which the Ad-
ministrator designates Medicare+Choice 

areas as competitive-demonstration areas 
consistent with the following limitations: 

‘‘(i) LIMITATION ON NUMBER OF AREAS THAT 
MAY BE DESIGNATED.—The Administrator 
may not designate more than 4 areas as com-
petitive-demonstration areas. 

‘‘(ii) LIMITATION ON PERIOD OF DESIGNATION 
OF ANY AREA.—The Administrator may not 
designate any area as a competitive-dem-
onstration area for a period of more than 2 
years.

The Administrator has the discretion to de-
cide whether or not to designate as a com-
petitive-demonstration area an area that 
qualifies for such designation. 

‘‘(B) QUALIFICATIONS FOR DESIGNATION.—
For purposes of this title, a Medicare+Choice 
area (which is a metropolitan statistical 
area or other area with a substantial number 
of Medicare+Choice enrollees) may not be 
designated as a ‘competitive-demonstration 
area’ for a 2-year period beginning with a 
year unless the Administrator determines, 
by such date before the beginning of the year 
as the Administrator determines appro-
priate, that—

‘‘(i) there will be offered during the open 
enrollment period under this part before the 
beginning of the year at least 2 
Medicare+Choice plans (in addition to the 
fee-for-service program under parts A and B), 
each offered by a different Medicare+Choice 
organization; and 

‘‘(ii) during March of the previous year at 
least 50 percent of the number of 
Medicare+Choice eligible individuals who re-
side in the area were enrolled in a 
Medicare+Choice plan. 

‘‘(2) CHOICE NON-DRUG BENCHMARK 
AMOUNT.—For purposes of this part, the term 
‘choice non-drug benchmark amount’ means, 
with respect to a Medicare+Choice payment 
area for a month in a year, the sum of the 2 
components described in paragraph (3) for 
the area and year. The Administrator shall 
compute such benchmark amount for each 
competitive-demonstration area before the 
beginning of each annual, coordinated elec-
tion period under section 1851(e)(3)(B) for 
each year (beginning with 2005) in which it is 
designated as such an area. 

‘‘(3) 2 COMPONENTS.—For purposes of para-
graph (2), the 2 components described in this 
paragraph for an area and a year are the fol-
lowing: 

‘‘(A) FEE-FOR-SERVICE COMPONENT WEIGHTED 
BY NATIONAL FEE-FOR-SERVICE MARKET 
SHARE.—The product of the following: 

‘‘(i) NATIONAL FEE-FOR-SERVICE MARKET 
SHARE.—The national fee-for-service market 
share percentage (determined under para-
graph (5)) for the year. 

‘‘(ii) FEE-FOR-SERVICE AREA-SPECIFIC NON-
DRUG BID.—The fee-for-service area-specific 
non-drug bid (as defined in paragraph (6)) for 
the area and year. 

‘‘(B) M+C COMPONENT WEIGHTED BY NA-
TIONAL MEDICARE+CHOICE MARKET SHARE.—
The product of the following: 

‘‘(i) NATIONAL MEDICARE+CHOICE MARKET 
SHARE.—1 minus the national fee-for-service 
market share percentage for the year. 

‘‘(ii) WEIGHTED AVERAGE OF PLAN BIDS IN 
AREA.—The weighted average of the plan bids 
for the area and year (as determined under 
paragraph (4)(A)). 

‘‘(4) DETERMINATION OF WEIGHTED AVERAGE 
BIDS FOR AN AREA.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (3)(B)(ii), the weighted average of plan 
bids for an area and a year is the sum of the 
following products for Medicare+Choice 
plans described in subparagraph (C) in the 
area and year: 

‘‘(i) PROPORTION OF EACH PLAN’S ENROLLEES 
IN THE AREA.—The number of individuals de-
scribed in subparagraph (B), divided by the 

total number of such individuals for all 
Medicare+Choice plans described in subpara-
graph (C) for that area and year. 

‘‘(ii) MONTHLY NON-DRUG BID AMOUNT.—The 
unadjusted non-drug monthly bid amount. 

‘‘(B) COUNTING OF INDIVIDUALS.—The Ad-
ministrator shall count, for each 
Medicare+Choice plan described in subpara-
graph (C) for an area and year, the number of 
individuals who reside in the area and who 
were enrolled under such plan under this 
part during March of the previous year. 

‘‘(C) EXCLUSION OF PLANS NOT OFFERED IN 
PREVIOUS YEAR.—For an area and year, the 
Medicare+Choice plans described in this sub-
paragraph are plans that are offered in the 
area and year and were offered in the area in 
March of the previous year. 

‘‘(5) COMPUTATION OF NATIONAL FEE-FOR-
SERVICE MARKET SHARE PERCENTAGE.—The 
Administrator shall determine, for a year, 
the proportion (in this subsection referred to 
as the ‘national fee-for-service market share 
percentage’) of Medicare+Choice eligible in-
dividuals who during March of the previous 
year were not enrolled in a Medicare+Choice 
plan. 

‘‘(6) FEE-FOR-SERVICE AREA-SPECIFIC NON-
DRUG BID.—For purposes of this part, the 
term ‘fee-for-service area-specific non-drug 
bid’ means, for an area and year, the amount 
described in section 1853(j)(1) for the area and 
year, except that any reference to a percent 
of less than 100 percent shall be deemed a ref-
erence to 100 percent.’’. 

(b) APPLICATION OF CHOICE NON-DRUG 
BENCHMARK IN COMPETITIVE-DEMONSTRATION 
AREAS.—

(1) IN GENERAL.—Section 1854 is amended—
(A) in subsection (b)(1)(C)(i), as added by 

section 211(b)(1)(A), by striking ‘‘(i) REQUIRE-
MENT.—The’’ and inserting ‘‘(i) REQUIREMENT 
FOR NON-COMPETITIVE-DEMONSTRATION 
AREAS.—In the case of a Medicare+Choice 
payment area that is not a competitive-dem-
onstration area designated under section 
1853(k)(1), the’’; 

(B) in subsection (b)(1)(C), as so added, by 
inserting after clause (i) the following new 
clause: 

‘‘(ii) REQUIREMENT FOR COMPETITIVE-DEM-
ONSTRATION AREAS.—In the case of a 
Medicare+Choice payment area that is des-
ignated as a competitive-demonstration area 
under section 1853(k)(1), if there are average 
per capita monthly savings described in 
paragraph (4) for a Medicare+Choice plan and 
year, the Medicare+Choice plan shall provide 
to the enrollee a monthly rebate equal to 75 
percent of such savings.’’; 

(C) by adding at the end of subsection (b), 
as amended by section 211(b)(1), the fol-
lowing new paragraph: 

‘‘(4) COMPUTATION OF AVERAGE PER CAPITA 
MONTHLY SAVINGS FOR COMPETITIVE-DEM-
ONSTRATION AREAS.—For purposes of para-
graph (1)(C)(ii), the average per capita 
monthly savings referred to in such para-
graph for a Medicare+Choice plan and year 
shall be computed in the same manner as the 
average per capita monthly savings is com-
puted under paragraph (3) except that the 
reference to the fee-for-service area-specific 
non-drug benchmark amount in paragraph 
(3)(B)(i) (or to the benchmark amount as ad-
justed under paragraph (3)(C)(i)) is deemed to 
be a reference to the choice non-drug bench-
mark amount (or such amount as adjusted in 
the manner described in paragraph 
(3)(B)(i)).’’; and 

(D) in subsection (d), as amended by sec-
tion 211(d)(4), by inserting ‘‘and subsection 
(b)(1)(D)’’ after ‘‘subsection (b)(1)(C)’’. 

(2) CONFORMING AMENDMENTS.—
(A) PAYMENT OF PLANS.—Section 

1853(a)(1)(A)(ii), as amended by section 
211(c)(1), is amended—
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(i) in subclause (I), by inserting ‘‘(or, in the 

case of a competitive-demonstration area, 
the choice non-drug benchmark amount)’’ 
after ‘‘unadjusted non-drug monthly bid 
amount’’; and 

(ii) in subclauses (I) and (II), by inserting 
‘‘(or, in the case of a competitive-demonstra-
tion area, described in section 1854(b)(4))’’ 
after ‘‘section 1854(b)(3)(C)’’. 

(B) DEFINITION OF MONTHLY BASIC PRE-
MIUM.—Section 1854(b)(2)(A)(ii), as amended 
by section 211(d)(2), is amended by inserting 
‘‘(or, in the case of a competitive-demonstra-
tion area, the choice non-drug benchmark 
amount)’’ after ‘‘benchmark amount’’. 

(c) PREMIUM ADJUSTMENT.—Section 1839 (42 
U.S.C. 1395r) is amended by adding at the end 
the following new subsection: 

‘‘(h)(1) In the case of an individual who re-
sides in a competitive-demonstration area 
designated under section 1851(k)(1) and who 
is not enrolled in a Medicare+Choice plan 
under part C, the monthly premium other-
wise applied under this part (determined 
without regard to subsections (b) and (f) or 
any adjustment under this subsection) shall 
be adjusted as follows: If the fee-for-service 
area-specific non-drug bid (as defined in sec-
tion 1853(k)(6)) for the Medicare+Choice area 
in which the individual resides for a month—

‘‘(A) does not exceed the choice non-drug 
benchmark (as determined under section 
1853(k)(2)) for such area, the amount of the 
premium for the individual for the month 
shall be reduced by an amount equal to 75 
percent of the amount by which such bench-
mark exceeds such fee-for-service bid; or 

‘‘(B) exceeds such choice non-drug bench-
mark, the amount of the premium for the in-
dividual for the month shall be adjusted to 
ensure that—

‘‘(i) the sum of the amount of the adjusted 
premium and the choice non-drug bench-
mark for the area, is equal to 

‘‘(ii) the sum of the unadjusted premium 
plus amount of the fee-for-service area-spe-
cific non-drug bid for the area. 

‘‘(2) Nothing in this subsection shall be 
construed as preventing a reduction under 
paragraph (1)(A) in the premium otherwise 
applicable under this part to zero or from re-
quiring the provision of a rebate to the ex-
tent such premium would otherwise be re-
quired to be less than zero. 

‘‘(3) The adjustment in the premium under 
this subsection shall be effected in such man-
ner as the Medicare Benefits Administrator 
determines appropriate. 

‘‘(4) In order to carry out this subsection 
(insofar as it is effected through the manner 
of collection of premiums under 1840(a)), the 
Medicare Benefits Administrator shall trans-
mit to the Commissioner of Social Secu-
rity—

‘‘(A) at the beginning of each year, the 
name, social security account number, and 
the amount of the adjustment (if any) under 
this subsection for each individual enrolled 
under this part for each month during the 
year; and 

‘‘(B) periodically throughout the year, in-
formation to update the information pre-
viously transmitted under this paragraph for 
the year.’’. 

(d) CONFORMING AMENDMENT.—Section 
1844(c) (42 U.S.C. 1395w(c)) is amended by in-
serting ‘‘and without regard to any premium 
adjustment effected under section 1839(h)’’ 
before the period at the end. 

(e) REPORT ON DEMONSTRATION PROGRAM.—
Not later than 6 months after the date on 
which the designation of the 4th competi-
tive-demonstration area under section 
1851(k)(1) of the Social Security Act ends, 
the Medicare Payment Advisory Commission 
shall submit to Congress a report on the im-
pact of the demonstration program under the 
amendments made by this section, including 

such impact on premiums of medicare bene-
ficiaries, savings to the medicare program, 
and on adverse selection. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for periods beginning on or 
after January 1, 2005. 
SEC. 213. CONFORMING AMENDMENTS. 

(a) CONFORMING AMENDMENTS RELATING TO 
BIDS.—

(1) Section 1854 (42 U.S.C. 1395w–24) is 
amended—

(A) in the heading of subsection (a), by in-
serting ‘‘AND BID AMOUNTS’’ after ‘‘PRE-
MIUMS’’; and 

(B) in subsection (a)(5)(A), by inserting 
‘‘paragraphs (2), (3), and (4) of’’ after ‘‘filed 
under’’. 

(b) ADDITIONAL CONFORMING AMEND-
MENTS.—

(1) ANNUAL DETERMINATION AND ANNOUNCE-
MENT OF CERTAIN FACTORS.—Section 1853(b) 
(42 U.S.C. 1395w–23(b)) is amended—

(A) in paragraph (1), by striking ‘‘the re-
spective calendar year’’ and all that follows 
and inserting the following: ‘‘the calendar 
year concerned with respect to each 
Medicare+Choice payment area, the fol-
lowing: 

‘‘(A) PRE-COMPETITION INFORMATION.—For 
years before 2005, the following: 

‘‘(i) MEDICARE+CHOICE CAPITATION RATES.—
The annual Medicare+Choice capitation rate 
for each Medicare+Choice payment area for 
the year. 

‘‘(ii) ADJUSTMENT FACTORS.—The risk and 
other factors to be used in adjusting such 
rates under subsection (a)(1)(A) for payments 
for months in that year. 

‘‘(B) COMPETITION INFORMATION.—For years 
beginning with 2005, the following: 

‘‘(i) BENCHMARKS.—The fee-for-service 
area-specific non-drug benchmark under sec-
tion 1853(j) and, if applicable, the choice non-
drug benchmark under section 1853(k)(2), for 
the year involved and, if applicable, the na-
tional fee-for-service market share percent-
age. 

‘‘(ii) ADJUSTMENT FACTORS.—The adjust-
ment factors applied under section 
1853(a)(1)(A)(iii) (relating to demographic ad-
justment), section 1853(a)(1)(B) (relating to 
adjustment for end-stage renal disease), and 
section 1853(a)(3) (relating to health status 
adjustment). 

‘‘(iii) PROJECTED FEE-FOR-SERVICE BID.—In 
the case of a competitive area, the projected 
fee-for-service area-specific non-drug bid (as 
determined under subsection (k)(6)) for the 
area. 

‘‘(iv) INDIVIDUALS.—The number of individ-
uals counted under subsection (k)(4)(B) and 
enrolled in each Medicare+Choice plan in the 
area.’’; and 

(B) in paragraph (3), by striking ‘‘in suffi-
cient detail’’ and all that follows up to the 
period at the end. 

(2) REPEAL OF PROVISIONS RELATING TO AD-
JUSTED COMMUNITY RATE (ACR).—

(A) IN GENERAL.—Subsections (e) and (f) of 
section 1854 (42 U.S.C. 1395w–24) are repealed. 

(B) CONFORMING AMENDMENT.—Section 
1839(a)(2) (42 U.S.C. 1395r(a)(2)) is amended by 
striking ‘‘, and to reflect’’ and all that fol-
lows and inserting a period. 

(3) PROSPECTIVE IMPLEMENTATION OF NA-
TIONAL COVERAGE DETERMINATIONS.—Section 
1852(a)(5) (42 U.S.C. 1395w–22(a)(5)) is amended 
to read as follows: 

‘‘(5) PROSPECTIVE IMPLEMENTATION OF NA-
TIONAL COVERAGE DETERMINATIONS.—The Sec-
retary shall only implement a national cov-
erage determination that will result in a sig-
nificant change in the costs to a 
Medicare+Choice organization in a prospec-
tive manner that applies to announcements 
made under section 1853(b) after the date of 
the implementation of the determination.’’. 

(4) PERMITTING GEOGRAPHIC ADJUSTMENT TO 
CONSOLIDATE MULTIPLE MEDICARE+CHOICE 
PAYMENT AREAS IN A STATE INTO A SINGLE 
STATEWIDE MEDICARE+CHOICE PAYMENT 
AREA.—Section 1853(d)(3) (42 U.S.C. 1395w–
23(e)(3)) is amended—

(A) by amending clause (i) of subparagraph 
(A) to read as follows: 

‘‘(i) to a single statewide Medicare+Choice 
payment area,’’; and 

(B) by amending subparagraph (B) to read 
as follows: 

‘‘(B) BUDGET NEUTRALITY ADJUSTMENT.—In 
the case of a State requesting an adjustment 
under this paragraph, the Medicare Benefits 
Administrator shall initially (and annually 
thereafter) adjust the payment rates other-
wise established under this section for 
Medicare+Choice payment areas in the State 
in a manner so that the aggregate of the 
payments under this section in the State 
shall not exceed the aggregate payments 
that would have been made under this sec-
tion for Medicare+Choice payment areas in 
the State in the absence of the adjustment 
under this paragraph.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
and premiums for periods beginning on or 
after January 1, 2005. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

SEC. 301. REFERENCE TO FULL MARKET BASKET 
INCREASE FOR SOLE COMMUNITY 
HOSPITALS. 

For provision eliminating any reduction 
from full market basket in the update for in-
patient hospital services for sole community 
hospitals, see section 401. 
SEC. 302. ENHANCED DISPROPORTIONATE SHARE 

HOSPITAL (DSH) TREATMENT FOR 
RURAL HOSPITALS AND URBAN HOS-
PITALS WITH FEWER THAN 100 BEDS. 

(a) BLENDING OF PAYMENT AMOUNTS.—
(1) IN GENERAL.—Section 1886(d)(5)(F) (42 

U.S.C. 1395ww(d)(5)(F)) is amended by adding 
at the end the following new clause: 

‘‘(xiv)(I) In the case of discharges in a fis-
cal year beginning on or after October 1, 
2002, subject to subclause (II), there shall be 
substituted for the disproportionate share 
adjustment percentage otherwise determined 
under clause (iv) (other than subclause (I)) or 
under clause (viii), (x), (xi), (xii), or (xiii), 
the old blend proportion (specified under 
subclause (III)) of the disproportionate share 
adjustment percentage otherwise determined 
under the respective clause and 100 percent 
minus such old blend proportion of the dis-
proportionate share adjustment percentage 
determined under clause (vii) (relating to 
large, urban hospitals). 

‘‘(II) Under subclause (I), the dispropor-
tionate share adjustment percentage shall 
not exceed 10 percent for a hospital that is 
not classified as a rural referral center under 
subparagraph (C). 

‘‘(III) For purposes of subclause (I), the old 
blend proportion for fiscal year 2003 is 80 per-
cent, for each subsequent year (through 2006) 
is the old blend proportion under this sub-
clause for the previous year minus 20 per-
centage points, and for each year beginning 
with 2007 is 0 percent.’’. 

(2) CONFORMING AMENDMENTS.—Section 
1886(d)(5)(F) (42 U.S.C. 1395ww(d)(5)(F)) is 
amended—

(A) in each of subclauses (II), (III), (IV), 
(V), and (VI) of clause (iv), by inserting ‘‘sub-
ject to clause (xiv) and’’ before ‘‘for dis-
charges occurring’’; 

(B) in clause (viii), by striking ‘‘The for-
mula’’ and inserting ‘‘Subject to clause (xiv), 
the formula’’; and 

(C) in each of clauses (x), (xi), (xii), and 
(xiii), by striking ‘‘For purposes’’ and insert-
ing ‘‘Subject to clause (xiv), for purposes’’. 
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(b) EFFECTIVE DATE.—The amendments 

made by this section shall apply with respect 
to discharges occurring on or after October 1, 
2002. 
SEC. 303. 2-YEAR PHASED-IN INCREASE IN THE 

STANDARDIZED AMOUNT IN RURAL 
AND SMALL URBAN AREAS TO 
ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

Section 1886(d)(3)(A)(iv) (42 U.S.C. 
1395ww(d)(3)(A)(iv)) is amended—

(1) by striking ‘‘(iv) For discharges’’ and 
inserting ‘‘(iv)(I) Subject to the succeeding 
provisions of this clause, for discharges’’; 
and 

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

‘‘(II) For discharges occurring during fiscal 
year 2003, the average standardized amount 
for hospitals located other than in a large 
urban area shall be increased by 1⁄2 of the dif-
ference between the average standardized 
amount determined under subclause (I) for 
hospitals located in large urban areas for 
such fiscal year and such amount determined 
(without regard to this subclause) for other 
hospitals for such fiscal year. 

‘‘(III) For discharges occurring in a fiscal 
year beginning with fiscal year 2004, the Sec-
retary shall compute an average standard-
ized amount for hospitals located in any area 
within the United States and within each re-
gion equal to the average standardized 
amount computed for the previous fiscal 
year under this subparagraph for hospitals 
located in a large urban area (or, beginning 
with fiscal year 2005, for hospitals located in 
any area) increased by the applicable per-
centage increase under subsection 
(b)(3)(B)(i).’’. 
SEC. 304. MORE FREQUENT UPDATE IN WEIGHTS 

USED IN HOSPITAL MARKET BAS-
KET. 

(a) MORE FREQUENT UPDATES IN WEIGHTS.—
After revising the weights used in the hos-
pital market basket under section 
1886(b)(3)(B)(iii) of the Social Security Act 
(42 U.S.C. 1395ww(b)(3)(B)(iii)) to reflect the 
most current data available, the Secretary 
shall establish a frequency for revising such 
weights in such market basket to reflect the 
most current data available more frequently 
than once every 5 years. 

(b) REPORT.—Not later than October 1, 2003, 
the Secretary shall submit a report to Con-
gress on the frequency established under sub-
section (a), including an explanation of the 
reasons for, and options considered, in deter-
mining such frequency. 
SEC. 305. IMPROVEMENTS TO CRITICAL ACCESS 

HOSPITAL PROGRAM. 
(a) REINSTATEMENT OF PERIODIC INTERIM 

PAYMENT (PIP).—Section 1815(e)(2) (42 U.S.C. 
1395g(e)(2)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (C); 

(2) by adding ‘‘and’’ at the end of subpara-
graph (D); and 

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

‘‘(E) inpatient critical access hospital serv-
ices;’’. 

(b) CONDITION FOR APPLICATION OF SPECIAL 
PHYSICIAN PAYMENT ADJUSTMENT.—Section 
1834(g)(2) (42 U.S.C. 1395m(g)(2)) is amended 
by adding after and below subparagraph (B) 
the following:

‘‘The Secretary may not require, as a condi-
tion for applying subparagraph (B) with re-
spect to a critical access hospital, that each 
physician providing professional services in 
the hospital must assign billing rights with 
respect to such services, except that such 
subparagraph shall not apply to those physi-
cians who have not assigned such billing 
rights.’’. 

(c) FLEXIBILITY IN BED LIMITATION FOR HOS-
PITALS.—Section 1820 (42 U.S.C. 1395i–4) is 
amended—

(1) in subsection (c)(2)(B)(iii), by inserting 
‘‘subject to paragraph (3)’’ after ‘‘(iii) pro-
vides’’; 

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

‘‘(3) INCREASE IN MAXIMUM NUMBER OF BEDS 
FOR HOSPITALS WITH STRONG SEASONAL CENSUS 
FLUCTUATIONS.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(C), in the case of a hospital that dem-
onstrates that it meets the standards estab-
lished under subparagraph (B) and has not 
made the election described in subsection 
(f)(2)(A), the bed limitations otherwise appli-
cable under paragraph (2)(B)(iii) and sub-
section (f) shall be increased by 5 beds. 

‘‘(B) STANDARDS.—The Secretary shall 
specify standards for determining whether a 
critical access hospital has sufficiently 
strong seasonal variations in patient admis-
sions to justify the increase in bed limita-
tion provided under subparagraph (A).’’; and 

(3) in subsection (f)—
(A) by inserting ‘‘(1)’’ after ‘‘(f)’’; and 
(B) by adding at the end the following new 

paragraph: 
‘‘(2)(A) A hospital may elect to treat the 

reference in paragraph (1) to ‘15 beds’ as a 
reference to ‘25 beds’, but only if no more 
than 10 beds in the hospital are at any time 
used for non-acute care services. A hospital 
that makes such an election is not eligible 
for the increase provided under subsection 
(c)(3)(A). 

‘‘(B) The limitations in numbers of beds 
under the first sentence of paragraph (1) are 
subject to adjustment under subsection 
(c)(3).’’. 

(d) 5-YEAR EXTENSION OF THE AUTHORIZA-
TION FOR APPROPRIATIONS FOR GRANT PRO-
GRAM.—Section 1820(j) (42 U.S.C. 1395i–4(j)) is 
amended by striking ‘‘through 2002’’ and in-
serting ‘‘through 2007’’. 

(e) PROHIBITION OF RETROACTIVE 
RECOUPMENT.—The Secretary shall not re-
coup (or otherwise seek to recover) overpay-
ments made for outpatient critical access 
hospital services under part B of title XVIII 
of the Social Security Act, for services fur-
nished in cost reporting periods that began 
before October 1, 2002, insofar as such over-
payments are attributable to payment being 
based on 80 percent of reasonable costs (in-
stead of 100 percent of reasonable costs 
minus 20 percent of charges). 

(f) EFFECTIVE DATES.—
(1) REINSTATEMENT OF PIP.—The amend-

ments made by subsection (a) shall apply to 
payments made on or after January 1, 2003. 

(2) PHYSICIAN PAYMENT ADJUSTMENT CONDI-
TION.—The amendment made by subsection 
(b) shall be effective as if included in the en-
actment of section 403(d) of the Medicare, 
Medicaid, and SCHIP Balanced Budget Re-
finement Act of 1999 (113 Stat. 1501A–371). 

(3) FLEXIBILITY IN BED LIMITATION.—The 
amendments made by subsection (c) shall 
apply to designations made on or after Janu-
ary 1, 2003, but shall not apply to critical ac-
cess hospitals that were designated as of 
such date.
SEC. 306. EXTENSION OF TEMPORARY INCREASE 

FOR HOME HEALTH SERVICES FUR-
NISHED IN A RURAL AREA. 

(a) IN GENERAL.—Section 508(a) BIPA (114 
Stat. 2763A–533) is amended—

(1) by striking ‘‘24-MONTH INCREASE BEGIN-
NING APRIL 1, 2001’’ and inserting ‘‘IN GEN-
ERAL’’; and 

(2) by striking ‘‘April 1, 2003’’ and inserting 
‘‘January 1, 2005’’. 

(b) CONFORMING AMENDMENT.—Section 
547(c)(2) of BIPA (114 Stat. 2763A–553) is 
amended by striking ‘‘the period beginning 
on April 1, 2001, and ending on September 30, 
2002,’’ and inserting ‘‘a period under such 
section’’. 

SEC. 307. REFERENCE TO 10 PERCENT INCREASE 
IN PAYMENT FOR HOSPICE CARE 
FURNISHED IN A FRONTIER AREA 
AND RURAL HOSPICE DEMONSTRA-
TION PROJECT. 

For—
(1) provision of 10 percent increase in pay-

ment for hospice care furnished in a frontier 
area, see section 422; and 

(2) provision of a rural hospice demonstra-
tion project, see section 423. 
SEC. 308. REFERENCE TO PRIORITY FOR HOS-

PITALS LOCATED IN RURAL OR 
SMALL URBAN AREAS IN REDIS-
TRIBUTION OF UNUSED GRADUATE 
MEDICAL EDUCATION RESIDENCIES. 

For provision providing priority for hos-
pitals located in rural or small urban areas 
in redistribution of unused graduate medical 
education residencies, see section 612. 
SEC. 309. GAO STUDY OF GEOGRAPHIC DIF-

FERENCES IN PAYMENTS FOR PHY-
SICIANS’ SERVICES. 

(a) STUDY.—The Comptroller General of 
the United States shall conduct a study of 
differences in payment amounts under the 
physician fee schedule under section 1848 of 
the Social Security Act (42 U.S.C. 1395w–4) 
for physicians’ services in different geo-
graphic areas. Such study shall include—

(1) an assessment of the validity of the geo-
graphic adjustment factors used for each 
component of the fee schedule; 

(2) an evaluation of the measures used for 
such adjustment, including the frequency of 
revisions; and 

(3) an evaluation of the methods used to 
determine professional liability insurance 
costs used in computing the malpractice 
component, including a review of increases 
in professional liability insurance premiums 
and variation in such increases by State and 
physician specialty and methods used to up-
date the geographic cost of practice index 
and relative weights for the malpractice 
component. 

(b) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subsection (a). The report shall include rec-
ommendations regarding the use of more 
current data in computing geographic cost of 
practice indices as well as the use of data di-
rectly representative of physicians’ costs 
(rather than proxy measures of such costs). 
SEC. 310. PROVIDING SAFE HARBOR FOR CER-

TAIN COLLABORATIVE EFFORTS 
THAT BENEFIT MEDICALLY UNDER-
SERVED POPULATIONS. 

(a) IN GENERAL.—Section 1128B(b)(3) (42 
U.S.C. 1320a–7(b)(3)), as amended by section 
101(b)(2), is amended—

(1) in subparagraph (F), by striking ‘‘and’’ 
after the semicolon at the end; 

(2) in subparagraph (G), by striking the pe-
riod at the end and inserting ‘‘; and’’; and 

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

‘‘(H) any remuneration between a public or 
nonprofit private health center entity de-
scribed under clause (i) or (ii) of section 
1905(l)(2)(B) and any individual or entity pro-
viding goods, items, services, donations or 
loans, or a combination thereof, to such 
health center entity pursuant to a contract, 
lease, grant, loan, or other agreement, if 
such agreement contributes to the ability of 
the health center entity to maintain or in-
crease the availability, or enhance the qual-
ity, of services provided to a medically un-
derserved population served by the health 
center entity.’’. 

(b) RULEMAKING FOR EXCEPTION FOR 
HEALTH CENTER ENTITY ARRANGEMENTS.—

(1) ESTABLISHMENT.—
(A) IN GENERAL.—The Secretary of Health 

and Human Services (in this subsection re-
ferred to as the ‘‘Secretary’’) shall establish, 
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on an expedited basis, standards relating to 
the exception described in section 
1128B(b)(3)(H) of the Social Security Act, as 
added by subsection (a), for health center en-
tity arrangements to the antikickback pen-
alties. 

(B) FACTORS TO CONSIDER.—The Secretary 
shall consider the following factors, among 
others, in establishing standards relating to 
the exception for health center entity ar-
rangements under subparagraph (A): 

(i) Whether the arrangement between the 
health center entity and the other party re-
sults in savings of Federal grant funds or in-
creased revenues to the health center entity. 

(ii) Whether the arrangement between the 
health center entity and the other party re-
stricts or limits a patient’s freedom of 
choice. 

(iii) Whether the arrangement between the 
health center entity and the other party pro-
tects a health care professional’s inde-
pendent medical judgment regarding medi-
cally appropriate treatment.
The Secretary may also include other stand-
ards and criteria that are consistent with 
the intent of Congress in enacting the excep-
tion established under this section. 

(2) INTERIM FINAL EFFECT.—No later than 
180 days after the date of enactment of this 
Act, the Secretary shall publish a rule in the 
Federal Register consistent with the factors 
under paragraph (1)(B). Such rule shall be ef-
fective and final immediately on an interim 
basis, subject to such change and revision, 
after public notice and opportunity (for a pe-
riod of not more than 60 days) for public 
comment, as is consistent with this sub-
section. 
SEC. 311. RELIEF FOR CERTAIN NON-TEACHING 

HOSPITALS. 
(a) IN GENERAL.—In the case of a non-

teaching hospital that meets the condition 
of subsection (b), in each of fiscal years 2003, 
2004, and 2005 the amount of payment made 
to the hospital under section 1886(d) of the 
Social Security Act for discharges occurring 
during such fiscal year only shall be in-
creased as though the applicable percentage 
increase (otherwise applicable to discharges 
occurring during such fiscal year under sec-
tion 1886(b)(3)(B)(i) of the Social Security 
Act (42 U.S.C. 1395ww(b)(3)(B)(i)) had been in-
creased by 5 percentage points. The previous 
sentence shall be applied for each such fiscal 
year separately without regard to its appli-
cation in a previous fiscal year and shall not 
affect payment for discharges for any hos-
pital occurring during a fiscal year after fis-
cal year 2005. 

(b) CONDITION.—A non-teaching hospital 
meets the condition of this subsection if—

(1) it is located in a rural area and the 
amount of the aggregate payments under 
subsection (d) of section 1886 of the Social 
Security Act for hospitals located in rural 
areas in the State for their cost reporting pe-
riods beginning during fiscal year 1999 is less 
than the aggregate allowable operating costs 
of inpatient hospital services (as defined in 
subsection (a)(4) of such section) for all sub-
section (d) hospitals in such areas in such 
State with respect to such cost reporting pe-
riods; or 

(2) it is located in an urban area and the 
amount of the aggregate payments under 
subsection (d) of such section for hospitals 
located in urban areas in the State for their 
cost reporting periods beginning during fis-
cal year 1999 is less than 103 percent of the 
aggregate allowable operating costs of inpa-
tient hospital services (as defined in sub-
section (a)(4) of such section) for all sub-
section (d) hospitals in such areas in such 
State with respect to such cost reporting pe-
riods.
The amounts under paragraphs (1) and (2) 
shall be determined by the Secretary of 

Health and Human Services based on data of 
the Medicare Payment Advisory Commis-
sion. 

(c) DEFINITIONS.—For purposes of this sec-
tion: 

(1) NON-TEACHING HOSPITAL.—The term 
‘‘non-teaching hospital’’ means, for a cost re-
porting period, a subsection (d) hospital (as 
defined in subsection (d)(1)(B) of section 1886 
of the Social Security Act, 42 U.S.C. 1395ww)) 
that is not receiving any additional payment 
under subsection (d)(5)(B) of such section or 
a payment under subsection (h) of such sec-
tion for discharges occurring during the pe-
riod. A subsection (d) hospital that receives 
additional payments under subsection 
(d)(5)(B) or (h) of such section shall, for pur-
poses of this section, also be treated as a 
non-teaching hospital unless a chairman of a 
department in the medical school with which 
the hospital is affiliated is serving or has 
been appointed as a clinical chief of service 
in the hospital. 

(2) RURAL; URBAN.—The terms ‘‘rural’’ and 
‘‘urban’’ have the meanings given such terms 
for purposes of section 1886(d) of the Social 
Security Act (42 U.S.C. 1395ww(d)). 

TITLE IV—PROVISIONS RELATING TO 
PART A 

Subtitle A—Inpatient Hospital Services 
SEC. 401. REVISION OF ACUTE CARE HOSPITAL 

PAYMENT UPDATES. 
Subclause (XVIII) of section 1886(b)(3)(B)(i) 

(42 U.S.C. 1395ww(b)(3)(B)(i)) is amended to 
read as follows: 

‘‘(XVIII) for fiscal year 2003, the market 
basket percentage increase for sole commu-
nity hospitals and such increase minus 0.25 
percentage points for other hospitals, and’’. 
SEC. 402. 2-YEAR INCREASE IN LEVEL OF ADJUST-

MENT FOR INDIRECT COSTS OF 
MEDICAL EDUCATION (IME). 

Section 1886(d)(5)(B)(ii) (42 U.S.C. 
1395ww(d)(5)(B)(ii)) is amended—

(1) in subclause (VI) by striking ‘‘and’’ at 
the end; 

(2) by redesignating subclause (VII) as sub-
clause (IX); 

(3) in subclause (IX) as so redesignated, by 
striking ‘‘2002’’ and inserting ‘‘2004’’; and 

(4) by inserting after subclause (VI) the fol-
lowing new subclause: 

‘‘(VII) during fiscal year 2003, ‘c’ is equal to 
1.47; 

‘‘(VIII) during fiscal year 2004, ‘c’ is equal 
to 1.45; and’’. 
SEC. 403. RECOGNITION OF NEW MEDICAL TECH-

NOLOGIES UNDER INPATIENT HOS-
PITAL PPS. 

(a) IMPROVING TIMELINESS OF DATA COLLEC-
TION.—Section 1886(d)(5)(K) (42 U.S.C. 
1395ww(d)(5)(K)) is amended by adding at the 
end the following new clause: 

‘‘(vii) Under the mechanism under this sub-
paragraph, the Secretary shall provide for 
the addition of new diagnosis and procedure 
codes in April 1 of each year, but the addi-
tion of such codes shall not require the Sec-
retary to adjust the payment (or diagnosis-
related group classification) under this sub-
section until the fiscal year that begins after 
such date.’’. 

(b) ELIGIBILITY STANDARD.—
(1) MINIMUM PERIOD FOR RECOGNITION OF 

NEW TECHNOLOGIES.—Section 1886(d)(5)(K)(vi) 
(42 U.S.C. 1395ww(d)(5)(K)(vi)) is amended—

(A) by inserting ‘‘(I)’’ after ‘‘(vi)’’; and 
(B) by adding at the end the following new 

subclause: 
‘‘(II) Under such criteria, a service or tech-

nology shall not be denied treatment as a 
new service or technology on the basis of the 
period of time in which the service or tech-
nology has been in use if such period ends be-
fore the end of the 2-to-3-year period that be-
gins on the effective date of implementation 
of a code under ICD–9–CM (or a successor 

coding methodology) that enables the identi-
fication of a significant sample of specific 
discharges in which the service or tech-
nology has been used.’’. 

(2) ADJUSTMENT OF THRESHOLD.—Section 
1886(d)(5)(K)(ii)(I) (42 U.S.C. 
1395ww(d)(5)(K)(ii)(I)) is amended by insert-
ing ‘‘(applying a threshold specified by the 
Secretary that is the lesser of 50 percent of 
the national average standardized amount 
for operating costs of inpatient hospital 
services for all hospitals and all diagnosis-re-
lated groups or one standard deviation for 
the diagnosis-related group involved)’’ after 
‘‘is inadequate’’. 

(3) CRITERION FOR SUBSTANTIAL IMPROVE-
MENT.—Section 1886(d)(5)(K)(vi) (42 U.S.C. 
1395ww(d)(5)(K)(vi)), as amended by para-
graph (1), is further amended by adding at 
the end the following subclause: 

‘‘(III) The Secretary shall by regulation 
provide for further clarification of the cri-
teria applied to determine whether a new 
service or technology represents an advance 
in medical technology that substantially im-
proves the diagnosis or treatment of bene-
ficiaries. Under such criteria, in determining 
whether a new service or technology rep-
resents an advance in medical technology 
that substantially improves the diagnosis or 
treatment of beneficiaries, the Secretary 
shall deem a service or technology as meet-
ing such requirement if the service or tech-
nology is a drug or biological that is des-
ignated under section 506 or 526 of the Fed-
eral Food, Drug, and Cosmetic Act, approved 
under section 314.510 or 601.41 of title 21, Code 
of Federal Regulations, or designated for pri-
ority review when the marketing application 
for such drug or biological was filed or is a 
medical device for which an exemption has 
been granted under section 520(m) of such 
Act, or for which priority review has been 
provided under section 515(d)(5) of such 
Act.’’. 

(4) PROCESS FOR PUBLIC INPUT.—Section 
1886(d)(5)(K) (42 U.S.C. 1395ww(d)(5)(K)), as 
amended by paragraph (1), is amended—

(A) in clause (i), by adding at the end the 
following: ‘‘Such mechanism shall be modi-
fied to meet the requirements of clause 
(viii).’’; and 

(B) by adding at the end the following new 
clause: 

‘‘(viii) The mechanism established pursu-
ant to clause (i) shall be adjusted to provide, 
before publication of a proposed rule, for 
public input regarding whether a new service 
or technology not described in the second 
sentence of clause (vi)(III) represents an ad-
vance in medical technology that substan-
tially improves the diagnosis or treatment of 
beneficiaries as follows: 

‘‘(I) The Secretary shall make public and 
periodically update a list of all the services 
and technologies for which an application for 
additional payment under this subparagraph 
is pending. 

‘‘(II) The Secretary shall accept comments, 
recommendations, and data from the public 
regarding whether the service or technology 
represents a substantial improvement. 

‘‘(III) The Secretary shall provide for a 
meeting at which organizations representing 
hospitals, physicians, medicare beneficiaries, 
manufacturers, and any other interested 
party may present comments, recommenda-
tions, and data to the clinical staff of the 
Centers for Medicare & Medicaid Services be-
fore publication of a notice of proposed rule-
making regarding whether service or tech-
nology represents a substantial improve-
ment.’’. 

(c) PREFERENCE FOR USE OF DRG ADJUST-
MENT.—Section 1886(d)(5)(K) (42 U.S.C. 
1395ww(d)(5)(K)) is further amended by add-
ing at the end the following new clause: 

‘‘(ix) Before establishing any add-on pay-
ment under this subparagraph with respect 
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to a new technology, the Secretary shall 
seek to identify one or more diagnosis-re-
lated groups associated with such tech-
nology, based on similar clinical or anatom-
ical characteristics and the cost of the tech-
nology. Within such groups the Secretary 
shall assign an eligible new technology into 
a diagnosis-related group where the average 
costs of care most closely approximate the 
costs of care of using the new technology. In 
such case, no add-on payment under this sub-
paragraph shall be made with respect to such 
new technology and this clause shall not af-
fect the application of paragraph (4)(C)(iii).’’. 

(d) IMPROVEMENT IN PAYMENT FOR NEW 
TECHNOLOGY.—Section 1886(d)(5)(K)(ii)(III) (42 
U.S.C. 1395ww(d)(5)(K)(ii)(III)) is amended by 
inserting after ‘‘the estimated average cost 
of such service or technology’’ the following: 
‘‘(based on the marginal rate applied to costs 
under subparagraph (A))’’. 

(e) EFFECTIVE DATE.—
(1) IN GENERAL.—The Secretary shall im-

plement the amendments made by this sec-
tion so that they apply to classification for 
fiscal years beginning with fiscal year 2004. 

(2) RECONSIDERATIONS OF APPLICATIONS FOR 
FISCAL YEAR 2003 THAT ARE DENIED.—In the 
case of an application for a classification of 
a medical service or technology as a new 
medical service or technology under section 
1886(d)(5)(K) of the Social Security Act (42 
U.S.C. 1395ww(d)(5)(K)) that was filed for fis-
cal year 2003 and that is denied—

(A) the Secretary shall automatically re-
consider the application as an application 
for fiscal year 2004 under the amendments 
made by this section; and 

(B) the maximum time period otherwise 
permitted for such classification of the serv-
ice or technology shall be extended by 12 
months. 
SEC. 404. PHASE-IN OF FEDERAL RATE FOR HOS-

PITALS IN PUERTO RICO. 
Section 1886(d)(9) (42 U.S.C. 1395ww(d)(9)) is 

amended—
(1) in subparagraph (A)—
(A) in clause (i), by striking ‘‘for dis-

charges beginning on or after October 1, 1997, 
50 percent (and for discharges between Octo-
ber 1, 1987, and September 30, 1997, 75 per-
cent)’’ and inserting ‘‘the applicable Puerto 
Rico percentage (specified in subparagraph 
(E))’’; and 

(B) in clause (ii), by striking ‘‘for dis-
charges beginning in a fiscal year beginning 
on or after October 1, 1997, 50 percent (and for 
discharges between October 1, 1987, and Sep-
tember 30, 1997, 25 percent)’’ and inserting 
‘‘the applicable Federal percentage (specified 
in subparagraph (E))’’; and 

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

‘‘(E) For purposes of subparagraph (A), for 
discharges occurring—

‘‘(i) between October 1, 1987, and September 
30, 1997, the applicable Puerto Rico percent-
age is 75 percent and the applicable Federal 
percentage is 25 percent; 

‘‘(ii) on or after October 1, 1997, and before 
October 1, 2003, the applicable Puerto Rico 
percentage is 50 percent and the applicable 
Federal percentage is 50 percent; 

‘‘(iii) during fiscal year 2004, the applicable 
Puerto Rico percentage is 45 percent and the 
applicable Federal percentage is 55 percent; 

‘‘(iv) during fiscal year 2005, the applicable 
Puerto Rico percentage is 40 percent and the 
applicable Federal percentage is 60 percent; 

‘‘(v) during fiscal year 2006, the applicable 
Puerto Rico percentage is 35 percent and the 
applicable Federal percentage is 65 percent; 

‘‘(vi) during fiscal year 2007, the applicable 
Puerto Rico percentage is 30 percent and the 
applicable Federal percentage is 70 percent; 
and 

‘‘(vii) on or after October 1, 2007, the appli-
cable Puerto Rico percentage is 25 percent 

and the applicable Federal percentage is 75 
percent.’’. 
SEC. 405. REFERENCE TO PROVISION RELATING 

TO ENHANCED DISPROPORTIONATE 
SHARE HOSPITAL (DSH) PAYMENTS 
FOR RURAL HOSPITALS AND URBAN 
HOSPITALS WITH FEWER THAN 100 
BEDS. 

For provision enhancing disproportionate 
share hospital (DSH) treatment for rural 
hospitals and urban hospitals with fewer 
than 100 beds, see section 302. 
SEC. 406. REFERENCE TO PROVISION RELATING 

TO 2-YEAR PHASED-IN INCREASE IN 
THE STANDARDIZED AMOUNT IN 
RURAL AND SMALL URBAN AREAS 
TO ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

For provision phasing in over a 2-year pe-
riod an increase in the standardized amount 
for rural and small urban areas to achieve a 
single, uniform, standardized amount, see 
section 303. 
SEC. 407. REFERENCE TO PROVISION FOR MORE 

FREQUENT UPDATES IN THE 
WEIGHTS USED IN HOSPITAL MAR-
KET BASKET. 

For provision providing for more frequent 
updates in the weights used in hospital mar-
ket basket, see section 304. 
SEC. 408. REFERENCE TO PROVISION MAKING IM-

PROVEMENTS TO CRITICAL ACCESS 
HOSPITAL PROGRAM. 

For provision providing making improve-
ments to critical access hospital program, 
see section 305. 
SEC. 409. GAO STUDY ON IMPROVING THE HOS-

PITAL WAGE INDEX. 
(a) STUDY.—
(1) IN GENERAL.—The Comptroller General 

of the United States shall conduct a study on 
the improvements that can be made in the 
measurement of regional differences in hos-
pital wages reflected in the hospital wage 
index under section 1886(d) of the Social Se-
curity Act (42 U.S.C. 1395ww(d)). 

(2) EXAMINATION OF USE OF METROPOLITAN 
STATISTICAL AREAS (MSAS).—The study shall 
specifically examine the use of metropolitan 
statistical areas for purposes of computing 
and applying the wage index and whether the 
boundaries of such areas accurately reflect 
local labor markets. In addition, the study 
shall examine whether regional inequities 
are created as a result of infrequent updates 
of such boundaries and policies of the Bureau 
of the Census relating to commuting cri-
teria. 

(3) WAGE DATA.—The study shall specifi-
cally examine the portions of the hospital 
cost reports relating to wages, and methods 
for improving the accuracy of the wage data 
and for reducing inequities resulting from 
differences among hospitals in the reporting 
of wage data. 

(b) CONSULTATION WITH OMB.—The Comp-
troller General shall consult with the Direc-
tor of Office of Management and Budget in 
conducting the study under subsection (a)(2). 

(c) REPORT.—Not later than May 1, 2003, 
the Comptroller General shall submit to 
Congress a report on the study conducted 
under subsection (a) and shall include in the 
report such recommendations as may be ap-
propriate on—

(1) changes in the definition of labor mar-
ket areas used for purposes of the area wage 
index under section 1886 of the Social Secu-
rity Act; and 

(2) improvements in methods for the col-
lection of wage data. 
Subtitle B—Skilled Nursing Facility Services 

SEC. 411. PAYMENT FOR COVERED SKILLED 
NURSING FACILITY SERVICES. 

(a) TEMPORARY INCREASE IN NURSING COM-
PONENT OF PPS FEDERAL RATE.—Section 
312(a) of BIPA is amended by adding at the 
end the following new sentence: ‘‘The Sec-

retary of Health and Human Services shall 
increase by 12, 10, and 8 percent the nursing 
component of the case-mix adjusted Federal 
prospective payment rate specified in Tables 
3 and 4 of the final rule published in the Fed-
eral Register by the Health Care Financing 
Administration on July 31, 2000 (65 Fed. Reg. 
46770) and as subsequently updated under 
section 1888(e)(4)(E)(ii) of the Social Security 
Act (42 U.S.C. 1395yy(e)(4)(E)(ii)), effective 
for services furnished during fiscal years 
2003, 2004, and 2005, respectively.’’. 

(b) ADJUSTMENT TO RUGS FOR AIDS RESI-
DENTS.—

(1) IN GENERAL.—Paragraph (12) of section 
1888(e) (42 U.S.C. 1395yy(e)) is amended to 
read as follows: 

‘‘(12) ADJUSTMENT FOR RESIDENTS WITH 
AIDS.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B), in the case of a resident of a skilled 
nursing facility who is afflicted with ac-
quired immune deficiency syndrome (AIDS), 
the per diem amount of payment otherwise 
applicable shall be increased by 128 percent 
to reflect increased costs associated with 
such residents. 

‘‘(B) SUNSET.—Subparagraph (A) shall not 
apply on and after such date as the Sec-
retary certifies that there is an appropriate 
adjustment in the case mix under paragraph 
(4)(G)(i) to compensate for the increased 
costs associated with residents described in 
such subparagraph.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to services 
furnished on or after October 1, 2003. 

Subtitle C—Hospice 
SEC. 421. COVERAGE OF HOSPICE CONSULTA-

TION SERVICES. 

(a) COVERAGE OF HOSPICE CONSULTATION 
SERVICES.—Section 1812(a) (42 U.S.C. 
1395d(a)) is amended—

(1) by striking ‘‘and’’ at the end of para-
graph (3); 

(2) by striking the period at the end of 
paragraph (4) and inserting ‘‘; and’’; and 

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

‘‘(5) for individuals who are terminally ill, 
have not made an election under subsection 
(d)(1), and have not previously received serv-
ices under this paragraph, services that are 
furnished by a physician who is either the 
medical director or an employee of a hospice 
program and that consist of—

‘‘(A) an evaluation of the individual’s need 
for pain and symptom management; 

‘‘(B) counseling the individual with respect 
to end-of-life issues and care options; and 

‘‘(C) advising the individual regarding ad-
vanced care planning.’’. 

(b) PAYMENT.—Section 1814(i) (42 U.S.C. 
l395f(i)) is amended by adding at the end the 
following new paragraph: 

‘‘(4) The amount paid to a hospice program 
with respect to the services under section 
1812(a)(5) for which payment may be made 
under this part shall be equal to an amount 
equivalent to the amount established for an 
office or other outpatient visit for evalua-
tion and management associated with pre-
senting problems of moderate severity under 
the fee schedule established under section 
1848(b), other than the portion of such 
amount attributable to the practice expense 
component.’’. 

(c) CONFORMING AMENDMENT.—Section 
1861(dd)(2)(A)(i) (42 U.S.C. 1395x(dd)(2)(A)(i)) 
is amended by inserting before the comma at 
the end the following: ‘‘and services de-
scribed in section 1812(a)(5)’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to services 
provided by a hospice program on or after 
January 1, 2004. 
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SEC. 422. 10 PERCENT INCREASE IN PAYMENT 

FOR HOSPICE CARE FURNISHED IN 
A FRONTIER AREA. 

(a) IN GENERAL.—Section 1814(i)(1) (42 
U.S.C. 1395f(i)(1)) is amended by adding at 
the end the following new subparagraph: 

‘‘(D) With respect to hospice care furnished 
in a frontier area on or after January 1, 2003, 
and before January 1, 2008, the payment 
rates otherwise established for such care 
shall be increased by 10 percent. For pur-
poses of this subparagraph, the term ‘fron-
tier area’ means a county in which the popu-
lation density is less than 7 persons per 
square mile.’’. 

(b) REPORT ON COSTS.—Not later than Jan-
uary 1, 2007, the Comptroller General of the 
United States shall submit to Congress a re-
port on the costs of furnishing hospice care 
in frontier areas. Such report shall include 
recommendations regarding the appropriate-
ness of extending, and modifying, the pay-
ment increase provided under the amend-
ment made by subsection (a). 
SEC. 423. RURAL HOSPICE DEMONSTRATION 

PROJECT. 
(a) IN GENERAL.—The Secretary shall con-

duct a demonstration project for the delivery 
of hospice care to medicare beneficiaries in 
rural areas. Under the project medicare 
beneficiaries who are unable to receive hos-
pice care in the home for lack of an appro-
priate caregiver are provided such care in a 
facility of 20 or fewer beds which offers, 
within its walls, the full range of services 
provided by hospice programs under section 
1861(dd) of the Social Security Act (42 U.S.C. 
1395x(dd)). 

(b) SCOPE OF PROJECT.—The Secretary 
shall conduct the project under this section 
with respect to no more than 3 hospice pro-
grams over a period of not longer than 5 
years each. 

(c) COMPLIANCE WITH CONDITIONS.—Under 
the demonstration project—

(1) the hospice program shall comply with 
otherwise applicable requirements, except 
that it shall not be required to offer services 
outside of the home or to meet the require-
ments of section 1861(dd)(2)(A)(iii) of the So-
cial Security Act; and 

(2) payments for hospice care shall be made 
at the rates otherwise applicable to such 
care under title XVIII of such Act.
The Secretary may require the program to 
comply with such additional quality assur-
ance standards for its provision of services in 
its facility as the Secretary deems appro-
priate. 

(d) REPORT.—Upon completion of the 
project, the Secretary shall submit a report 
to Congress on the project and shall include 
in the report recommendations regarding ex-
tension of such project to hospice programs 
serving rural areas. 

Subtitle D—Other Provisions 
SEC. 431. DEMONSTRATION PROJECT FOR USE OF 

RECOVERY AUDIT CONTRACTORS. 
(a) IN GENERAL.—The Secretary of Health 

and Human Services shall conduct a dem-
onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the use of recovery audit contrac-
tors under the Medicare Integrity Program 
in identifying underpayments and overpay-
ments and recouping overpayments under 
the medicare program for services for which 
payment is made under part A of title XVIII 
of the Social Security Act. Under the 
project—

(1) payment may be made to such a con-
tractor on a contingent basis; 

(2) a percentage of the amount recovered 
may be retained by the Secretary and shall 
be available to the program management ac-
count of the Centers for Medicare & Med-
icaid Services; and 

(3) the Secretary shall examine the effi-
cacy of such use with respect to duplicative 
payments, accuracy of coding, and other 
payment policies in which inaccurate pay-
ments arise. 

(b) SCOPE AND DURATION.—The project shall 
cover at least 2 States and at least 3 contrac-
tors and shall last for not longer than 3 
years. 

(c) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (a). 

(d) QUALIFICATIONS OF CONTRACTORS.—
(1) IN GENERAL.—The Secretary shall enter 

into a recovery audit contract under this 
section with an entity only if the entity has 
staff that has knowledge of and experience 
with the payment rules and regulations 
under the medicare program or the entity 
has or will contract with another entity that 
has such knowledgeable and experienced 
staff. 

(2) INELIGIBILITY OF CERTAIN CONTRAC-
TORS.—The Secretary may not enter into a 
recovery audit contract under this section 
with an entity to the extent that the entity 
is a fiscal intermediary under section 1816 of 
the Social Security Act (42 U.S.C. 1395h), a 
carrier under section 1842 of such Act (42 
U.S.C. 1395u), or a Medicare Administrative 
Contractor under section 1874A of such Act. 

(3) PREFERENCE FOR ENTITIES WITH DEM-
ONSTRATED PROFICIENCY WITH PRIVATE INSUR-
ERS.—In awarding contracts to recovery 
audit contractors under this section, the 
Secretary shall give preference to those enti-
ties that the Secretary determines have 
demonstrated proficiency in recovery audits 
with private insurers or under the medicaid 
program under title XIX of such Act. 

(e) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress a 
report on the project not later than 6 months 
after the date of its completion. Such reports 
shall include information on the impact of 
the project on savings to the medicare pro-
gram and recommendations on the cost-ef-
fectiveness of extending or expanding the 
project. 
TITLE V—PROVISIONS RELATING TO PART 

B 
Subtitle A—Physicians’ Services 

SEC. 501. REVISION OF UPDATES FOR PHYSI-
CIANS’ SERVICES. 

(a) UPDATE FOR 2003 THROUGH 2005.—
(1) IN GENERAL.—Section 1848(d) (42 U.S.C. 

1395w–4(d)) is amended by adding at the end 
the following new paragraphs: 

‘‘(5) UPDATE FOR 2003.—The update to the 
single conversion factor established in para-
graph (1)(C) for 2003 is 2 percent. 

‘‘(6) SPECIAL RULES FOR UPDATE FOR 2004 AND 
2005.—The following rules apply in deter-
mining the update adjustment factors under 
paragraph (4)(B) for 2004 and 2005: 

‘‘(A) USE OF 2002 DATA IN DETERMINING AL-
LOWABLE COSTS.—

‘‘(i) The reference in clause (ii)(I) of such 
paragraph to April 1, 1996, is deemed to be a 
reference to January 1, 2002. 

‘‘(ii) The allowed expenditures for 2002 is 
deemed to be equal to the actual expendi-
tures for physicians’ services furnished dur-
ing 2002, as estimated by the Secretary. 

‘‘(B) 1 PERCENTAGE POINT INCREASE IN GDP 
UNDER SGR.—The annual average percentage 
growth in real gross domestic product per 
capita under subsection (f)(2)(C) for each of 
2003, 2004, and 2005 is deemed to be increased 
by 1 percentage point.’’. 

(2) CONFORMING AMENDMENT.—Paragraph 
(4)(B) of such section is amended, in the mat-
ter before clause (i), by inserting ‘‘and para-
graph (6)’’ after ‘‘subparagraph (D)’’. 

(3) NOT TREATED AS CHANGE IN LAW AND 
REGULATION IN SUSTAINABLE GROWTH RATE DE-
TERMINATION.—The amendments made by 
this subsection shall not be treated as a 
change in law for purposes of applying sec-
tion 1848(f)(2)(D) of the Social Security Act 
(42 U.S.C. 1395w–4(f)(2)(D)). 

(b) USE OF 10-YEAR ROLLING AVERAGE IN 
COMPUTING GROSS DOMESTIC PRODUCT.—

(1) IN GENERAL.—Section 1848(f)(2)(C) (42 
U.S.C. 1395w–4(f)(2)(C)) is amended—

(A) by striking ‘‘projected’’ and inserting 
‘‘annual average’’; and 

(B) by striking ‘‘from the previous applica-
ble period to the applicable period involved’’ 
and inserting ‘‘during the 10-year period end-
ing with the applicable period involved’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to com-
putations of the sustainable growth rate for 
years beginning with 2002. 

(c) ELIMINATION OF TRANSITIONAL ADJUST-
MENT.—Section 1848(d)(4)(F) (42 U.S.C. 1395w–
4(d)(4)(F)) is amended by striking ‘‘subpara-
graph (A)’’ and all that follows and inserting 
‘‘subparagraph (A), for each of 2001 and 2002, 
of ¥0.2 percent.’’

(d) GAO STUDY OF MEDICARE PAYMENT FOR 
INHALATION THERAPY.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study to exam-
ine the adequacy of current reimbursements 
for inhalation therapy under the medicare 
program. 

(2) REPORT.—Not later than May 1, 2003, 
the Comptroller General shall submit to 
Congress a report on the study conducted 
under paragraph (1). 

SEC. 502. STUDIES ON ACCESS TO PHYSICIANS’ 
SERVICES. 

(a) GAO STUDY ON BENEFICIARY ACCESS TO 
PHYSICIANS’ SERVICES.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study on ac-
cess of medicare beneficiaries to physicians’ 
services under the medicare program. The 
study shall include—

(A) an assessment of the use by bene-
ficiaries of such services through an analysis 
of claims submitted by physicians for such 
services under part B of the medicare pro-
gram; 

(B) an examination of changes in the use 
by beneficiaries of physicians’ services over 
time; 

(C) an examination of the extent to which 
physicians are not accepting new medicare 
beneficiaries as patients. 

(2) REPORT.—Not later than 18 months 
after the date of the enactment of this Act, 
the Comptroller General shall submit to 
Congress a report on the study conducted 
under paragraph (1). The report shall include 
a determination whether—

(A) data from claims submitted by physi-
cians under part B of the medicare program 
indicate potential access problems for medi-
care beneficiaries in certain geographic 
areas; and 

(B) access by medicare beneficiaries to 
physicians’ services may have improved, re-
mained constant, or deteriorated over time. 

(b) STUDY AND REPORT ON SUPPLY OF PHYSI-
CIANS.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to conduct a study on 
the adequacy of the supply of physicians (in-
cluding specialists) in the United States and 
the factors that affect such supply. 

(2) REPORT TO CONGRESS.—Not later than 2 
years after the date of enactment of this sec-
tion, the Secretary shall submit to Congress 
a report on the results of the study described 
in paragraph (1), including any recommenda-
tions for legislation. 
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SEC. 503. MEDPAC REPORT ON PAYMENT FOR 

PHYSICIANS’ SERVICES. 

Not later than 1 year after the date of the 
enactment of this Act, the Medicare Pay-
ment Advisory Commission shall submit to 
Congress a report on the effect of refine-
ments to the practice expense component of 
payments for physicians’ services, after the 
transition to a full resource-based payment 
system in 2002, under section 1848 of the So-
cial Security Act (42 U.S.C. 1395w–4). Such 
report shall examine the following matters 
by physician specialty: 

(1) The effect of such refinements on pay-
ment for physicians’ services. 

(2) The interaction of the practice expense 
component with other components of and ad-
justments to payment for physicians’ serv-
ices under such section. 

(3) The appropriateness of the amount of 
compensation by reason of such refinements. 

(4) The effect of such refinements on access 
to care by medicare beneficiaries to physi-
cians’ services. 

(5) The effect of such refinements on physi-
cian participation under the medicare pro-
gram. 

SEC. 504. 1-YEAR EXTENSION OF TREATMENT OF 
CERTAIN PHYSICIAN PATHOLOGY 
SERVICES UNDER MEDICARE. 

Section 542(c) of BIPA is amended by strik-
ing ‘‘2-year period’’ and inserting ‘‘3-year pe-
riod’’. 

SEC. 505. PHYSICIAN FEE SCHEDULE WAGE 
INDEX REVISION. 

(a) INDEX REVISION.—
(1) IN GENERAL.—Subject to paragraph (2), 

notwithstanding any other provision of law, 
for purposes of payment under the physician 
fee schedule under section 1848 of the Social 
Security Act (42 U.S.C. 1395w–4) for physi-
cians’ services furnished during 2004, in no 
case may the work geographic index other-
wise calculated under subsection (e)(1)(A)(iii) 
of such section be less than 0.985. 

(2) SECRETARIAL DISCRETION.—Paragraph 
(1) shall not take effect or be in force if the 
Secretary determines, taking into account 
the report of the Comptroller General under 
subsection (b)(2), that there is no sound eco-
nomic rationale for the implementation of 
such paragraph. 

(3) EXEMPTION FROM LIMITATION ON ANNUAL 
ADJUSTMENTS.—Any increase in expenditures 
attributable to paragraph (1) during 2004 
shall not be taken into account in applying 
section 1848(c)(2)(B)(ii)(II) of the Social Secu-
rity Act (42 U.S.C. 1395w–4(c)(2)(B)(ii)(II)) for 
that year. 

(b) GAO REPORT.—
(1) EVALUATION.—As part of the study on 

geographic differences in payments for phy-
sicians’ services conducted under section 309, 
the Comptroller General shall evaluate the 
following: 

(A) Whether there is a sound economic 
basis for the implementation of the adjust-
ment under subsection (a)(1) in those areas 
in which the adjustment applies. 

(B) The effect of such adjustment on physi-
cian location and retention in areas affected 
by such adjustment, taking into account—

(i) differences in recruitment costs and re-
tention rates for physicians, including spe-
cialists, between large urban areas and other 
areas; and 

(ii) the mobility of physicians, including 
specialists, over the last decade. 

(C) The appropriateness of establishing a 
floor of 1.0 for the work geographic index. 

(2) REPORT.—By not later than September 
1, 2003, the Comptroller General shall submit 
to Congress and to the Secretary a report on 
the evaluation conducted under paragraph 
(1). 

Subtitle B—Other Services 
SEC. 511. COMPETITIVE ACQUISITION OF CER-

TAIN ITEMS AND SERVICES. 
(a) IN GENERAL.—Section 1847 (42 U.S.C. 

1395w–3) is amended to read as follows: 
‘‘COMPETITIVE ACQUISITION OF CERTAIN ITEMS 

AND SERVICES 
‘‘SEC. 1847. (a) ESTABLISHMENT OF COMPETI-

TIVE ACQUISITION PROGRAMS.—
‘‘(1) IMPLEMENTATION OF PROGRAMS.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish and implement programs under 
which competitive acquisition areas are es-
tablished throughout the United States for 
contract award purposes for the furnishing 
under this part of competitively priced items 
and services (described in paragraph (2)) for 
which payment is made under this part. 
Such areas may differ for different items and 
services. 

‘‘(B) PHASED-IN IMPLEMENTATION.—The pro-
grams shall be phased-in among competitive 
acquisition areas over a period of not longer 
than 3 years in a manner so that the com-
petition under the programs occurs in—

‘‘(i) at least 1⁄3 of such areas in 2004; and 
‘‘(ii) at least 2⁄3 of such areas in 2005. 
‘‘(C) WAIVER OF CERTAIN PROVISIONS.—In 

carrying out the programs, the Secretary 
may waive such provisions of the Federal Ac-
quisition Regulation as are necessary for the 
efficient implementation of this section, 
other than provisions relating to confiden-
tiality of information and such other provi-
sions as the Secretary determines appro-
priate. 

‘‘(2) ITEMS AND SERVICES DESCRIBED.—The 
items and services referred to in paragraph 
(1) are the following: 

‘‘(A) DURABLE MEDICAL EQUIPMENT AND IN-
HALATION DRUGS USED IN CONNECTION WITH DU-
RABLE MEDICAL EQUIPMENT.—Covered items 
(as defined in section 1834(a)(13)) for which 
payment is otherwise made under section 
1834(a), other than items used in infusion, 
and inhalation drugs used in conjunction 
with durable medical equipment. 

‘‘(B) OFF-THE-SHELF ORTHOTICS.—Orthotics 
(described in section 1861(s)(9)) for which 
payment is otherwise made under section 
1834(h) which require minimal self-adjust-
ment for appropriate use and does not re-
quire expertise in trimming, bending, mold-
ing, assembling, or customizing to fit to the 
patient. 

‘‘(3) EXEMPTION AUTHORITY.—In carrying 
out the programs under this section, the Sec-
retary may exempt—

‘‘(A) areas that are not competitive due to 
low population density; and 

‘‘(B) items and services for which the appli-
cation of competitive acquisition is not like-
ly to result in significant savings. 

‘‘(b) PROGRAM REQUIREMENTS.—
‘‘(1) IN GENERAL.—The Secretary shall con-

duct a competition among entities supplying 
items and services described in subsection 
(a)(2) for each competitive acquisition area 
in which the program is implemented under 
subsection (a) with respect to such items and 
services. 

‘‘(2) CONDITIONS FOR AWARDING CONTRACT.—
‘‘(A) IN GENERAL.—The Secretary may not 

award a contract to any entity under the 
competition conducted in an competitive ac-
quisition area pursuant to paragraph (1) to 
furnish such items or services unless the 
Secretary finds all of the following: 

‘‘(i) The entity meets quality and financial 
standards specified by the Secretary or de-
veloped by accreditation entities or organi-
zations recognized by the Secretary. 

‘‘(ii) The total amounts to be paid under 
the contract (including costs associated with 
the administration of the contract) are ex-
pected to be less than the total amounts that 
would otherwise be paid. 

‘‘(iii) Beneficiary access to a choice of mul-
tiple suppliers in the area is maintained. 

‘‘(iv) Beneficiary liability is limited to the 
applicable percentage of contract award 
price. 

‘‘(B) QUALITY STANDARDS.—The quality 
standards specified under subparagraph 
(A)(i) shall not be less than the quality 
standards that would otherwise apply if this 
section did not apply and shall include con-
sumer services standards. The Secretary 
shall consult with an expert outside advisory 
panel composed of an appropriate selection 
of representatives of physicians, practi-
tioners, and suppliers to review (and advise 
the Secretary concerning) such quality 
standards. 

‘‘(3) CONTENTS OF CONTRACT.—
‘‘(A) IN GENERAL.—A contract entered into 

with an entity under the competition con-
ducted pursuant to paragraph (1) is subject 
to terms and conditions that the Secretary 
may specify. 

‘‘(B) TERM OF CONTRACTS.—The Secretary 
shall rebid contracts under this section not 
less often than once every 3 years. 

‘‘(4) LIMIT ON NUMBER OF CONTRACTORS.—
‘‘(A) IN GENERAL.—The Secretary may 

limit the number of contractors in a com-
petitive acquisition area to the number 
needed to meet projected demand for items 
and services covered under the contracts. In 
awarding contracts, the Secretary shall take 
into account the ability of bidding entities 
to furnish items or services in sufficient 
quantities to meet the anticipated needs of 
beneficiaries for such items or services in 
the geographic area covered under the con-
tract on a timely basis. 

‘‘(B) MULTIPLE WINNERS.—The Secretary 
shall award contracts to more than one enti-
ty submitting a bid in each area for an item 
or service. 

‘‘(5) PARTICIPATING CONTRACTORS.—Pay-
ment shall not be made for items and serv-
ices described in subsection (a)(2) furnished 
by a contractor and for which competition is 
conducted under this section unless—

‘‘(A) the contractor has submitted a bid for 
such items and services under this section; 
and 

‘‘(B) the Secretary has awarded a contract 
to the contractor for such items and services 
under this section. 

‘‘(6) AUTHORITY TO CONTRACT FOR EDU-
CATION, OUTREACH AND COMPLAINT SERVICES.—
The Secretary may enter into a contract 
with an appropriate entity to address com-
plaints from beneficiaries who receive items 
and services from an entity with a contract 
under this section and to conduct appro-
priate education of and outreach to such 
beneficiaries with respect to the program. 

‘‘(c) ANNUAL REPORTS.—The Secretary 
shall submit to Congress an annual manage-
ment report on the programs under this sec-
tion. Each such report shall include informa-
tion on savings, reductions in cost-sharing, 
access to items and services, and beneficiary 
satisfaction. 

‘‘(d) DEMONSTRATION PROJECT FOR CLINICAL 
LABORATORY SERVICES.—

‘‘(1) IN GENERAL.—The Secretary shall con-
duct a demonstration project on the applica-
tion of competitive acquisition under this 
section to clinical diagnostic laboratory 
tests—

‘‘(A) for which payment is otherwise made 
under section 1833(h) or 1834(d)(1) (relating to 
colorectal cancer screening tests); and 

‘‘(B) which are furnished without a face-to-
face encounter between the individual and 
the hospital or physician ordering the tests. 

‘‘(2) TERMS AND CONDITIONS.—Such project 
shall be under the same conditions as are ap-
plicable to items and services described in 
subsection (a)(2). 
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‘‘(3) REPORT.—The Secretary shall submit 

to Congress—
‘‘(A) an initial report on the project not 

later than December 31, 2004; and 
‘‘(B) such progress and final reports on the 

project after such date as the Secretary de-
termines appropriate.’’. 

(b) CONTINUATION OF CERTAIN DEMONSTRA-
TION PROJECTS.—Notwithstanding the 
amendment made by subsection (a), with re-
spect to demonstration projects imple-
mented by the Secretary under section 1847 
of the Social Security Act (42 U.S.C. 1395w–
3) (relating to the establishment of competi-
tive acquisition areas) that was in effect on 
the day before the date of the enactment of 
this Act, each such demonstration project 
may continue under the same terms and con-
ditions applicable under that section as in 
effect on that date. 

(c) REPORT ON DIFFERENCES IN PAYMENT 
FOR LABORATORY SERVICES.—Not later than 
18 months after the date of the enactment of 
this Act, the Comptroller General of the 
United States shall submit to Congress a re-
port that analyzes differences in reimburse-
ment between public and private payors for 
clinical diagnostic laboratory services. 
SEC. 512. PAYMENT FOR AMBULANCE SERVICES. 

(a) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—Section 1834(l) (42 U.S.C. 
1395m(l)) is amended—

(1) in paragraph (2)(E), by inserting ‘‘con-
sistent with paragraph (10)’’ after ‘‘in an effi-
cient and fair manner’’; 

(2) by redesignating the paragraph (8) 
added by section 221(a) of BIPA as paragraph 
(9); and 

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

‘‘(10) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—In carrying out the phase-in 
under paragraph (2)(E) for each level of serv-
ice furnished in a year before January 1, 2007, 
the portion of the payment amount that is 
based on the fee schedule shall not be less 
than the following blended rate of the fee 
schedule under paragraph (1) and of a re-
gional fee schedule for the region involved: 

‘‘(A) For 2003, the blended rate shall be 
based 20 percent on the fee schedule under 
paragraph (1) and 80 percent on the regional 
fee schedule. 

‘‘(B) For 2004, the blended rate shall be 
based 40 percent on the fee schedule under 
paragraph (1) and 60 percent on the regional 
fee schedule. 

‘‘(C) For 2005, the blended rate shall be 
based 60 percent on the fee schedule under 
paragraph (1) and 40 percent on the regional 
fee schedule. 

‘‘(D) For 2006, the blended rate shall be 
based 80 percent on the fee schedule under 
paragraph (1) and 20 percent on the regional 
fee schedule.

For purposes of this paragraph, the Sec-
retary shall establish a regional fee schedule 
for each of the 9 Census divisions using the 
methodology (used in establishing the fee 
schedule under paragraph (1)) to calculate a 
regional conversion factor and a regional 
mileage payment rate and using the same 
payment adjustments and the same relative 
value units as used in the fee schedule under 
such paragraph.’’. 

(b) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—Section 1834(l), as amended by 
subsection (a), is further amended by adding 
at the end the following new paragraph: 

‘‘(11) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—In the case of ground ambu-
lance services furnished on or after January 
1, 2003, and before January 1, 2008, regardless 
of where the transportation originates, the 
fee schedule established under this sub-

section shall provide that, with respect to 
the payment rate for mileage for a trip above 
50 miles the per mile rate otherwise estab-
lished shall be increased by 1⁄4 of the pay-
ment per mile otherwise applicable to such 
miles.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to ambu-
lance services furnished on or after January 
1, 2003. 
SEC. 513. 2-YEAR EXTENSION OF MORATORIUM 

ON THERAPY CAPS; PROVISIONS RE-
LATING TO REPORTS. 

(a) 2-YEAR EXTENSION OF MORATORIUM ON 
THERAPY CAPS.—Section 1833(g)(4) (42 U.S.C. 
1395l(g)(4)) is amended by striking ‘‘and 2002’’ 
and inserting ‘‘2002, 2003, and 2004’’. 

(b) PROMPT SUBMISSION OF OVERDUE RE-
PORTS ON PAYMENT AND UTILIZATION OF OUT-
PATIENT THERAPY SERVICES.—Not later than 
December 31, 2002, the Secretary shall sub-
mit to Congress the reports required under 
section 4541(d)(2) of the Balanced Budget Act 
of 1997 (relating to alternatives to a single 
annual dollar cap on outpatient therapy) and 
under section 221(d) of the Medicare, Med-
icaid, and SCHIP Balanced Budget Refine-
ment Act of 1999 (relating to utilization pat-
terns for outpatient therapy). 

(c) IDENTIFICATION OF CONDITIONS AND DIS-
EASES JUSTIFYING WAIVER OF THERAPY CAP.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to identify conditions 
or diseases that should justify conducting an 
assessment of the need to waive the therapy 
caps under section 1833(g)(4) of the Social Se-
curity Act (42 U.S.C. 1395l(g)(4)). 

(2) REPORTS TO CONGRESS.—Not later than 
September 1, 2003, the Secretary shall submit 
to Congress a preliminary report on the con-
ditions and diseases identified under para-
graph (1) and not later than December 31, 
2003, a final report on the conditions and dis-
eases so identified. 

(d) GAO STUDY OF PATIENT ACCESS TO 
PHYSICAL THERAPIST SERVICES.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study on ac-
cess to physical therapist services in States 
authorizing such services without a physi-
cian referral and in States that require such 
a physician referral. The study shall—

(A) examine the use of and referral pat-
terns for physical therapist services for pa-
tients age 50 and older in States that author-
ize such services without a physician referral 
and in States that require such a physician 
referral; 

(B) examine the use of and referral pat-
terns for physical therapist services for pa-
tients who are medicare beneficiaries; 

(C) examine the potential effect of prohib-
iting a physician from referring patients to 
physical therapy services owned by the phy-
sician and provided in the physician’s office; 

(D) examine the delivery of physical thera-
pists’ services within the facilities of Depart-
ment of Defense; and 

(E) analyze the potential impact on medi-
care beneficiaries and on expenditures under 
the medicare program of eliminating the 
need for a physician referral and physician 
certification for physical therapist services 
under the medicare program. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than 1 year after the date of the enact-
ment of this Act. 
SEC. 514. COVERAGE OF AN INITIAL PREVENTIVE 

PHYSICAL EXAMINATION. 
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C. 

1395x(s)(2)) is amended—
(1) in subparagraph (U), by striking ‘‘and’’ 

at the end; 
(2) in subparagraph (V), by inserting ‘‘and’’ 

at the end; and 

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

‘‘(W) an initial preventive physical exam-
ination (as defined in subsection (ww));’’. 

(b) SERVICES DESCRIBED.—Section 1861 (42 
U.S.C. 1395x) is amended by adding at the end 
the following new subsection: 

‘‘Initial Preventive Physical Examination 
‘‘(ww) The term ‘initial preventive phys-

ical examination’ means physicians’ services 
consisting of a physical examination with 
the goal of health promotion and disease de-
tection and includes items and services (ex-
cluding clinical laboratory tests), as deter-
mined by the Secretary, consistent with the 
recommendations of the United States Pre-
ventive Services Task Force.’’. 

(c) WAIVER OF DEDUCTIBLE AND COINSUR-
ANCE.—

(1) DEDUCTIBLE.—The first sentence of sec-
tion 1833(b) (42 U.S.C. 1395l(b)) is amended—

(A) by striking ‘‘and’’ before ‘‘(6)’’, and 
(B) by inserting before the period at the 

end the following: ‘‘, and (7) such deductible 
shall not apply with respect to an initial pre-
ventive physical examination (as defined in 
section 1861(ww))’’. 

(2) COINSURANCE.—Section 1833(a)(1) (42 
U.S.C. 1395l(a)(1)) is amended—

(A) in clause (N), by inserting ‘‘(or 100 per-
cent in the case of an initial preventive 
physical examination, as defined in section 
1861(ww))’’ after ‘‘80 percent’’; and 

(B) in clause (O), by inserting ‘‘(or 100 per-
cent in the case of an initial preventive 
physical examination, as defined in section 
1861(ww))’’ after ‘‘80 percent’’. 

(d) PAYMENT AS PHYSICIANS’ SERVICES.—
Section 1848(j)(3) (42 U.S.C. 1395w–4(j)(3)) is 
amended by inserting ‘‘(2)(W),’’ after 
‘‘(2)(S),’’. 

(e) OTHER CONFORMING AMENDMENTS.—Sec-
tion 1862(a) (42 U.S.C. 1395y(a)) is amended—

(1) in paragraph (1)—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (H); 
(B) by striking the semicolon at the end of 

subparagraph (I) and inserting ‘‘, and’’; and 
(C) by adding at the end the following new 

subparagraph: 
‘‘(J) in the case of an initial preventive 

physical examination, which is performed 
not later than 6 months after the date the in-
dividual’s first coverage period begins under 
part B;’’; and 

(2) in paragraph (7), by striking ‘‘or (H)’’ 
and inserting ‘‘(H), or (J)’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to services 
furnished on or after January 1, 2004, but 
only for individuals whose coverage period 
begins on or after such date. 
SEC. 515. RENAL DIALYSIS SERVICES. 

(a) REPORT ON DIFFERENCES IN COSTS IN 
DIFFERENT SETTINGS.—Not later than 1 year 
after the date of the enactment of this Act, 
the Comptroller General of the United States 
shall submit to Congress a report con-
taining—

(1) an analysis of the differences in costs of 
providing renal dialysis services under the 
medicare program in home settings and in 
facility settings; 

(2) an assessment of the percentage of over-
head costs in home settings and in facility 
settings; and 

(3) an evaluation of whether the charges 
for home dialysis supplies and equipment are 
reasonable and necessary. 

(b) RESTORING COMPOSITE RATE EXCEPTIONS 
FOR PEDIATRIC FACILITIES.—

(1) IN GENERAL.—Section 422(a)(2) of BIPA 
is amended—

(A) in subparagraph (A), by striking ‘‘and 
(C)’’ and inserting ‘‘, (C), and (D)’’; 

(B) in subparagraph (B), by striking ‘‘In 
the case’’ and inserting ‘‘Subject to subpara-
graph (D), in the case’’; and 
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(C) by adding at the end the following new 

subparagraph: 
‘‘(D) INAPPLICABILITY TO PEDIATRIC FACILI-

TIES.—Subparagraphs (A) and (B) shall not 
apply, as of October 1, 2002, to pediatric fa-
cilities that do not have an exception rate 
described in subparagraph (C) in effect on 
such date. For purposes of this subpara-
graph, the term ‘pediatric facility’ means a 
renal facility at least 50 percent of whose pa-
tients are individuals under 18 years of age.’’. 

(2) CONFORMING AMENDMENT.—The fourth 
sentence of section 1881(b)(7) (42 U.S.C. 
1395rr(b)(7)) is amended by striking ‘‘The 
Secretary’’ and inserting ‘‘Subject to section 
422(a)(2) of the Medicare, Medicaid, and 
SCHIP Benefits Improvement and Protection 
Act of 2000, the Secretary’’. 

(c) INCREASE IN RENAL DIALYSIS COMPOSITE 
RATE FOR SERVICES FURNISHED IN 2004.—Not-
withstanding any other provision of law, 
with respect to payment under part B of title 
XVIII of the Social Security Act for renal di-
alysis services furnished in 2004, the com-
posite payment rate otherwise established 
under section 1881(b)(7) of such Act (42 U.S.C. 
1395rr(b)(7)) shall be increased by 1.2 percent. 
SEC. 516. IMPROVED PAYMENT FOR CERTAIN 

MAMMOGRAPHY SERVICES. 
(a) EXCLUSION FROM OPD FEE SCHEDULE.—

Section 1833(t)(1)(B)(iv) (42 U.S.C. 
1395l(t)(1)(B)(iv)) is amended by inserting be-
fore the period at the end the following: ‘‘and 
does not include screening mammography 
(as defined in section 1861(jj)) and unilateral 
and bilateral diagnostic mammography’’. 

(b) ADJUSTMENT TO TECHNICAL COMPO-
NENT.—For diagnostic mammography per-
formed on or after January 1, 2004, for which 
payment is made under the physician fee 
schedule under section 1848 of the Social Se-
curity Act (42 U.S.C. 1395w–4), the Secretary, 
based on the most recent cost data available, 
shall provide for an appropriate adjustment 
in the payment amount for the technical 
component of the diagnostic mammography. 

(c) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to mam-
mography performed on or after January 1, 
2004. 
SEC. 517. WAIVER OF PART B LATE ENROLLMENT 

PENALTY FOR CERTAIN MILITARY 
RETIREES; SPECIAL ENROLLMENT 
PERIOD. 

(a) WAIVER OF PENALTY.—
(1) IN GENERAL.—Section 1839(b) (42 U.S.C. 

1395r(b)) is amended by adding at the end the 
following new sentence: ‘‘No increase in the 
premium shall be effected for a month in the 
case of an individual who is 65 years of age 
or older, who enrolls under this part during 
2001, 2002, or 2003, and who demonstrates to 
the Secretary before December 31, 2003, that 
the individual is a covered beneficiary (as de-
fined in section 1072(5) of title 10, United 
States Code). The Secretary of Health and 
Human Services shall consult with the Sec-
retary of Defense in identifying individuals 
described in the previous sentence.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to pre-
miums for months beginning with January 
2003. The Secretary of Health and Human 
Services shall establish a method for pro-
viding rebates of premium penalties paid for 
months on or after January 2003 for which a 
penalty does not apply under such amend-
ment but for which a penalty was previously 
collected. 

(b) MEDICARE PART B SPECIAL ENROLLMENT 
PERIOD.—

(1) IN GENERAL.—In the case of any indi-
vidual who, as of the date of the enactment 
of this Act, is 65 years of age or older, is eli-
gible to enroll but is not enrolled under part 
B of title XVIII of the Social Security Act, 
and is a covered beneficiary (as defined in 
section 1072(5) of title 10, United States 

Code), the Secretary of Health and Human 
Services shall provide for a special enroll-
ment period during which the individual may 
enroll under such part. Such period shall 
begin as soon as possible after the date of the 
enactment of this Act and shall end on De-
cember 31, 2003. 

(2) COVERAGE PERIOD.—In the case of an in-
dividual who enrolls during the special en-
rollment period provided under paragraph 
(1), the coverage period under part B of title 
XVIII of the Social Security Act shall begin 
on the first day of the month following the 
month in which the individual enrolls. 
SEC. 518. COVERAGE OF CHOLESTEROL AND 

BLOOD LIPID SCREENING. 
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C. 

1395x(s)(2)), as amended by section 514(a), is 
amended—

(1) in subparagraph (V), by striking ‘‘and’’ 
at the end; 

(2) in subparagraph (W), by inserting ‘‘and’’ 
at the end; and 

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

‘‘(X) cholesterol and other blood lipid 
screening tests (as defined in subsection 
(XX));’’. 

(b) SERVICES DESCRIBED.—Section 1861 (42 
U.S.C. 1395x), as amended by section 514(b), is 
amended by adding at the end the following 
new subsection: 

‘‘Cholesterol and Other Blood Lipid 
Screening Test 

‘‘(xx)(1) The term ‘cholesterol and other 
blood lipid screening test’ means diagnostic 
testing of cholesterol and other lipid levels 
of the blood for the purpose of early detec-
tion of abnormal cholesterol and other lipid 
levels. 

‘‘(2) The Secretary shall establish stand-
ards, in consultation with appropriate orga-
nizations, regarding the frequency and type 
of cholesterol and other blood lipid screening 
tests, except that such frequency may not be 
more often than once every 2 years.’’. 

(c) FREQUENCY.—Section 1862(a)(1) (42 
U.S.C. 1395y(a)(1)), as amended by section 
514(e), is amended 

(1) by striking ‘‘and’’ at the end of subpara-
graph (I); 

(2) by striking the semicolon at the end of 
subparagraph (J) and inserting ‘‘; and’’; and 

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

‘‘(K) in the case of a cholesterol and other 
blood lipid screening test (as defined in sec-
tion 1861(xx)(1)), which is performed more 
frequently than is covered under section 
1861(xx)(2).’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to tests fur-
nished on or after January 1, 2004. 

TITLE VI—PROVISIONS RELATING TO 
PARTS A AND B 

Subtitle A—Home Health Services 
SEC. 601. ELIMINATION OF 15 PERCENT REDUC-

TION IN PAYMENT RATES UNDER 
THE PROSPECTIVE PAYMENT SYS-
TEM. 

(a) IN GENERAL.—Section 1895(b)(3)(A) (42 
U.S.C. 1395fff(b)(3)(A)) is amended to read as 
follows: 

‘‘(A) INITIAL BASIS.—Under such system the 
Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts) as follows: 

‘‘(i) Such amount (or amounts) shall ini-
tially be based on the most current audited 
cost report data available to the Secretary 
and shall be computed in a manner so that 
the total amounts payable under the system 
for fiscal year 2001 shall be equal to the total 
amount that would have been made if the 
system had not been in effect and if section 
1861(v)(1)(L)(ix) had not been enacted. 

‘‘(ii) For fiscal year 2002 and for the first 
quarter of fiscal year 2003, such amount (or 

amounts) shall be equal to the amount (or 
amounts) determined under this paragraph 
for the previous fiscal year, updated under 
subparagraph (B). 

‘‘(iii) For 2003, such amount (or amounts) 
shall be equal to the amount (or amounts) 
determined under this paragraph for fiscal 
year 2002, updated under subparagraph (B) 
for 2003. 

‘‘(iv) For 2004 and each subsequent year, 
such amount (or amounts) shall be equal to 
the amount (or amounts) determined under 
this paragraph for the previous year, updated 
under subparagraph (B).

Each such amount shall be standardized in a 
manner that eliminates the effect of vari-
ations in relative case mix and area wage ad-
justments among different home health 
agencies in a budget neutral manner con-
sistent with the case mix and wage level ad-
justments provided under paragraph (4)(A). 
Under the system, the Secretary may recog-
nize regional differences or differences based 
upon whether or not the services or agency 
are in an urbanized area.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect as if 
included in the amendments made by section 
501 of the Medicare, Medicaid, and SCHIP 
Benefits Improvement and Protection Act of 
2000 (as enacted into law by section 1(a)(6) of 
Public Law 106–554). 
SEC. 602. UPDATE IN HOME HEALTH SERVICES. 

(a) CHANGE TO CALENDAR YEAR UPDATE.—
(1) IN GENERAL.—Section 1895(b) (42 U.S.C. 

1395fff(b)(3)) is amended—
(A) in paragraph (3)(B)(i)—
(i) by striking ‘‘each fiscal year (beginning 

with fiscal year 2002)’’ and inserting ‘‘fiscal 
year 2002 and for each subsequent year (be-
ginning with 2003)’’; and 

(ii) by inserting ‘‘or year’’ after ‘‘the fiscal 
year’’; 

(B) in paragraph (3)(B)(ii)—
(i) in subclause (II), by striking ‘‘fiscal 

year’’ and inserting ‘‘year’’ and by redesig-
nating such subclause as subclause (III); and 

(ii) in subclause (I), by striking ‘‘each of 
fiscal years 2002 and 2003’’ and inserting the 
following: ‘‘fiscal year 2002, the home health 
market basket percentage increase (as de-
fined in clause (iii)) minus 1.1 percentage 
points; 

‘‘(II) 2003’’; 
(C) in paragraph (3)(B)(iii), by inserting ‘‘or 

year’’ after ‘‘fiscal year’’ each place it ap-
pears; 

(D) in paragraph (3)(B)(iv)—
(i) by inserting ‘‘or year’’ after ‘‘fiscal 

year’’ each place it appears; and 
(ii) by inserting ‘‘or years’’ after ‘‘fiscal 

years’’; and 
(E) in paragraph (5), by inserting ‘‘or year’’ 

after ‘‘fiscal year’’. 
(2) TRANSITION RULE.—The standard pro-

spective payment amount (or amounts) 
under section 1895(b)(3) of the Social Secu-
rity Act for the calendar quarter beginning 
on October 1, 2002, shall be such amount (or 
amounts) for the previous calendar quarter. 

(b) CHANGES IN UPDATES FOR 2003, 2004, AND 
2005.—Section 1895(b)(3)(B)(ii) (42 U.S.C. 
1395fff(b)(3)(B)(ii)), as amended by subsection 
(a)(1)(B), is amended—

(1) in subclause (II), by striking ‘‘the home 
health market basket percentage increase 
(as defined in clause (iii)) minus 1.1 percent-
age points’’ and inserting ‘‘2.0 percentage 
points’’; 

(2) by striking ‘‘or’’ at the end of subclause 
(II); 

(3) by redesignating subclause (III) as sub-
clause (V); and 

(4) by inserting after subclause (II) the fol-
lowing new subclause: 

‘‘(III) 2004, 1.1 percentage points; 
‘‘(IV) 2005, 2.7 percentage points; or’’. 
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(c) PAYMENT ADJUSTMENT.—
(1) IN GENERAL.—Section 1895(b)(5) (42 

U.S.C. 1395fff(b)(5)) is amended by striking ‘‘5 
percent’’ and inserting ‘‘3 percent’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to years 
beginning with 2003. 
SEC. 603. OASIS TASK FORCE; SUSPENSION OF 

CERTAIN OASIS DATA COLLECTION 
REQUIREMENTS PENDING TASK 
FORCE SUBMITTAL OF REPORT. 

(a) ESTABLISHMENT.—The Secretary of 
Health and Human Services shall establish 
and appoint a task force (to be known as the 
‘‘OASIS Task Force’’) to examine the data 
collection and reporting requirements under 
OASIS. For purposes of this section, the 
term ‘‘OASIS’’ means the Outcome and As-
sessment Information Set required by reason 
of section 4602(e) of Balanced Budget Act of 
1997 (42 U.S.C. 1395fff note). 

(b) COMPOSITION.—The OASIS Task Force 
shall be composed of the following: 

(1) Staff of the Centers for Medicare & 
Medicaid Services with expertise in post-
acute care. 

(2) Representatives of home health agen-
cies. 

(3) Health care professionals and research 
and health care quality experts outside the 
Federal Government with expertise in post-
acute care. 

(4) Advocates for individuals requiring 
home health services. 

(c) DUTIES.—
(1) REVIEW AND RECOMMENDATIONS.—The 

OASIS Task Force shall review and make 
recommendations to the Secretary regarding 
changes in OASIS to improve and simplify 
data collection for purposes of—

(A) assessing the quality of home health 
services; and 

(B) providing consistency in classification 
of patients into home health resource groups 
(HHRGs) for payment under section 1895 of 
the Social Security Act (42 U.S.C. 1395fff). 

(2) SPECIFIC ITEMS.—In conducting the re-
view under paragraph (1), the OASIS Task 
Force shall specifically examine—

(A) the 41 outcome measures currently in 
use; 

(B) the timing and frequency of data col-
lection; and 

(C) the collection of information on 
comorbidities and clinical indicators. 

(3) REPORT.—The OASIS Task Force shall 
submit a report to the Secretary containing 
its findings and recommendations for 
changes in OASIS by not later than 18 
months after the date of the enactment of 
this Act. 

(d) SUNSET.—The OASIS Task Force shall 
terminate 60 days after the date on which 
the report is submitted under subsection 
(c)(2). 

(e) NONAPPLICATION OF FACA.—The provi-
sions of the Federal Advisory Committee Act 
shall not apply to the OASIS Task Force. 

(f) SUSPENSION OF OASIS REQUIREMENT FOR 
COLLECTION OF DATA ON NON-MEDICARE AND 
NON-MEDICAID PATIENTS PENDING TASK 
FORCE REPORT.—

(1) IN GENERAL.—During the period de-
scribed in paragraph (2), the Secretary of 
Health and Human Services may not require, 
under section 4602(e) of the Balanced Budget 
Act of 1997 or otherwise under OASIS, a 
home health agency to gather or submit in-
formation that relates to an individual who 
is not eligible for benefits under either title 
XVIII or title XIX of the Social Security 
Act. 

(2) PERIOD OF SUSPENSION.—The period de-
scribed in this paragraph—

(A) begins on January 1, 2003, and 
(B) ends on the last day of the 2nd month 

beginning after the date the report is sub-
mitted under subsection (c)(2). 

SEC. 604. MEDPAC STUDY ON MEDICARE MAR-
GINS OF HOME HEALTH AGENCIES. 

(a) STUDY.—The Medicare Payment Advi-
sory Commission shall conduct a study of 
payment margins of home health agencies 
under the home health prospective payment 
system under section 1895 of the Social Secu-
rity Act (42 U.S.C. 1395fff). Such study shall 
examine whether systematic differences in 
payment margins are related to differences 
in case mix (as measured by home health re-
source groups (HHRGs)) among such agen-
cies. The study shall use the partial or full-
year cost reports filed by home health agen-
cies. 

(b) REPORT.—Not later than 2 years after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study under subsection (a). 
SEC. 605. CLARIFICATION OF TREATMENT OF OC-

CASIONAL ABSENCES IN DETER-
MINING WHETHER AN INDIVIDUAL 
IS CONFINED TO THE HOME. 

(a) IN GENERAL.—The penultimate sentence 
of section 1814(a) (42 U.S.C. 1395f(a) and the 
penultimate sentence of section 1835(a) (42 
U.S.C. 1395n(a)) are each amended to read as 
follows: ‘‘Any other absence of an individual 
from the home shall not so disqualify the in-
dividual if the absence is infrequent or of rel-
atively short duration, such as an occasional 
trip to the barber or a walk around the 
block, and is not inconsistent with the as-
sessment underlying the individual’s plan of 
care for home health services.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by subsection (a) shall take effect on 
the date of the enactment of this Act. 

Subtitle B—Direct Graduate Medical 
Education 

SEC. 611. EXTENSION OF UPDATE LIMITATION ON 
HIGH COST PROGRAMS. 

Section 1886(h)(2)(D)(iv) (42 U.S.C. 
1395ww(h)(2)(D)(iv)) is amended—

(1) in subclause (I)—
(A) by striking ‘‘AND 2002’’ and inserting 

‘‘THROUGH 2012’’; 
(B) by striking ‘‘during fiscal year 2001 or 

fiscal year 2002’’ and inserting ‘‘during the 
period beginning with fiscal year 2001 and 
ending with fiscal year 2012’’; and 

(C) by striking ‘‘subject to subclause 
(III),’’; 

(2) by striking subclause (II); and 
(3) in subclause (III)—
(A) by redesignating such subclause as sub-

clause (II); and 
(B) by striking ‘‘or (II)’’. 

SEC. 612. REDISTRIBUTION OF UNUSED RESI-
DENT POSITIONS. 

(a) IN GENERAL.—Section 1886(h)(4) (42 
U.S.C. 1395ww(h)(4)) is amended—

(1) in subparagraph (F)(i), by inserting 
‘‘subject to subparagraph (I),’’ after ‘‘October 
1, 1997,’’; 

(2) in subparagraph (H)(i), by inserting 
‘‘subject to subparagraph (I),’’ after ‘‘sub-
paragraphs (F) and (G),’’; and 

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

‘‘(I) REDISTRIBUTION OF UNUSED RESIDENT 
POSITIONS.—

‘‘(i) REDUCTION IN LIMIT BASED ON UNUSED 
POSITIONS.—

‘‘(I) IN GENERAL.—If a hospital’s resident 
level (as defined in clause (iii)(I)) is less than 
the otherwise applicable resident limit (as 
defined in clause (iii)(II)) for each of the ref-
erence periods (as defined in subclause (II)), 
effective for cost reporting periods beginning 
on or after January 1, 2003, the otherwise ap-
plicable resident limit shall be reduced by 75 
percent of the difference between such limit 
and the reference resident level specified in 
subclause (III) (or subclause (IV) if applica-
ble). 

‘‘(II) REFERENCE PERIODS DEFINED.—In this 
clause, the term ‘reference periods’ means, 

for a hospital, the 3 most recent consecutive 
cost reporting periods of the hospital for 
which cost reports have been settled (or, if 
not, submitted) on or before September 30, 
2001. 

‘‘(III) REFERENCE RESIDENT LEVEL.—Subject 
to subclause (IV), the reference resident 
level specified in this subclause for a hos-
pital is the highest resident level for the hos-
pital during any of the reference periods. 

‘‘(IV) ADJUSTMENT PROCESS.—Upon the 
timely request of a hospital, the Secretary 
may adjust the reference resident level for a 
hospital to be the resident level for the hos-
pital for the cost reporting period that in-
cludes July 1, 2002. 

‘‘(ii) REDISTRIBUTION.—
‘‘(I) IN GENERAL.—The Secretary is author-

ized to increase the otherwise applicable 
resident limits for hospitals by an aggregate 
number estimated by the Secretary that 
does not exceed the aggregate reduction in 
such limits attributable to clause (i) (with-
out taking into account any adjustment 
under subclause (IV) of such clause). 

‘‘(II) EFFECTIVE DATE.—No increase under 
subclause (I) shall be permitted or taken into 
account for a hospital for any portion of a 
cost reporting period that occurs before July 
1, 2003, or before the date of the hospital’s ap-
plication for an increase under this clause. 
No such increase shall be permitted for a 
hospital unless the hospital has applied to 
the Secretary for such increase by December 
31, 2004. 

‘‘(III) CONSIDERATIONS IN REDISTRIBUTION.—
In determining for which hospitals the in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall take into account the need 
for such an increase by specialty and loca-
tion involved, consistent with subclause (IV). 

‘‘(IV) PRIORITY FOR RURAL AND SMALL 
URBAN AREAS.—In determining for which hos-
pitals and residency training programs an in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall first distribute the increase 
to programs of hospitals located in rural 
areas or in urban areas that are not large 
urban areas (as defined for purposes of sub-
section (d)) on a first-come-first-served basis 
(as determined by the Secretary) based on a 
demonstration that the hospital will fill the 
positions made available under this clause 
and not to exceed an increase of 25 full-time 
equivalent positions with respect to any hos-
pital. 

‘‘(V) APPLICATION OF LOCALITY ADJUSTED 
NATIONAL AVERAGE PER RESIDENT AMOUNT.—
With respect to additional residency posi-
tions in a hospital attributable to the in-
crease provided under this clause, notwith-
standing any other provision of this sub-
section, the approved FTE resident amount 
is deemed to be equal to the locality ad-
justed national average per resident amount 
computed under subparagraph (E) for that 
hospital. 

‘‘(VI) CONSTRUCTION.—Nothing in this 
clause shall be construed as permitting the 
redistribution of reductions in residency po-
sitions attributable to voluntary reduction 
programs under paragraph (6) or as affecting 
the ability of a hospital to establish new 
medical residency training programs under 
subparagraph (H). 

‘‘(iii) RESIDENT LEVEL AND LIMIT DEFINED.—
In this subparagraph: 

‘‘(I) RESIDENT LEVEL.—The term ‘resident 
level’ means, with respect to a hospital, the 
total number of full-time equivalent resi-
dents, before the application of weighting 
factors (as determined under this paragraph), 
in the fields of allopathic and osteopathic 
medicine for the hospital. 
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‘‘(II) OTHERWISE APPLICABLE RESIDENT 

LIMIT.—The term ‘otherwise applicable resi-
dent limit’ means, with respect to a hospital, 
the limit otherwise applicable under sub-
paragraphs (F)(i) and (H) on the resident 
level for the hospital determined without re-
gard to this subparagraph.’’. 

(b) NO APPLICATION OF INCREASE TO IME.—
Section 1886(d)(5)(B)(v) (42 U.S.C. 
1395ww(d)(5)(B)(v)) is amended by adding at 
the end the following: ‘‘The provisions of 
clause (i) of subparagraph (I) of subsection 
(h)(4) shall apply with respect to the first 
sentence of this clause in the same manner 
as it applies with respect to subparagraph 
(F) of such subsection, but the provisions of 
clause (ii) of such subparagraph shall not 
apply.’’. 

(c) REPORT ON EXTENSION OF APPLICATIONS 
UNDER REDISTRIBUTION PROGRAM.—Not later 
than July 1, 2004, the Secretary shall submit 
to Congress a report containing rec-
ommendations regarding whether to extend 
the deadline for applications for an increase 
in resident limits under section 
1886(h)(4)(I)(ii)(II) of the Social Security Act 
(as added by subsection (a)). 

Subtitle C—Other Provisions 
SEC. 621. MODIFICATIONS TO MEDICARE PAY-

MENT ADVISORY COMMISSION 
(MEDPAC). 

(a) EXAMINATION OF BUDGET CON-
SEQUENCES.—Section 1805(b) (42 U.S.C. 1395b–
6(b)) is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(8) EXAMINATION OF BUDGET CON-
SEQUENCES.—Before making any rec-
ommendations, the Commission shall exam-
ine the budget consequences of such rec-
ommendations, directly or through consulta-
tion with appropriate expert entities.’’. 

(b) CONSIDERATION OF EFFICIENT PROVISION 
OF SERVICES.—Section 1805(b)(2)(B)(i) (42 
U.S.C. 1395b–6(b)(2)(B)(i)) is amended by in-
serting ‘‘the efficient provision of’’ after ‘‘ex-
penditures for’’. 

(c) ADDITIONAL REPORTS.—
(1) DATA NEEDS AND SOURCES.—The Medi-

care Payment Advisory Commission shall 
conduct a study, and submit a report to Con-
gress by not later than June 1, 2003, on the 
need for current data, and sources of current 
data available, to determine the solvency 
and financial circumstances of hospitals and 
other medicare providers of services. The 
Commission shall examine data on uncom-
pensated care, as well as the share of uncom-
pensated care accounted for by the expenses 
for treating illegal aliens. 

(2) USE OF TAX-RELATED RETURNS.—Using 
return information provided under Form 990 
of the Internal Revenue Service, the Com-
mission shall submit to Congress, by not 
later than June 1, 2003, a report on the fol-
lowing: 

(A) Investments and capital financing of 
hospitals participating under the medicare 
program and related foundations. 

(B) Access to capital financing for private 
and for not-for-profit hospitals.
SEC. 622. DEMONSTRATION PROJECT FOR DIS-

EASE MANAGEMENT FOR CERTAIN 
MEDICARE BENEFICIARIES WITH DI-
ABETES. 

(a) IN GENERAL.—The Secretary of Health 
and Human Services shall conduct a dem-
onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the impact on costs and health out-
comes of applying disease management to 
certain medicare beneficiaries with diag-
nosed diabetes. In no case may the number of 
participants in the project exceed 30,000 at 
any time. 

(b) VOLUNTARY PARTICIPATION.—
(1) ELIGIBILITY.—Medicare beneficiaries are 

eligible to participate in the project only if—

(A) they are a member of a health dis-
parity population (as defined in section 
485E(d) of the Public Health Service Act), 
such as Hispanics; 

(B) they meet specific medical criteria 
demonstrating the appropriate diagnosis and 
the advanced nature of their disease; 

(C) their physicians approve of participa-
tion in the project; and 

(D) they are not enrolled in a 
Medicare+Choice plan. 

(2) BENEFITS.—A medicare beneficiary who 
is enrolled in the project shall be eligible—

(A) for disease management services re-
lated to their diabetes; and 

(B) for payment for all costs for prescrip-
tion drugs without regard to whether or not 
they relate to the diabetes, except that the 
project may provide for modest cost-sharing 
with respect to prescription drug coverage. 

(c) CONTRACTS WITH DISEASE MANAGEMENT 
ORGANIZATIONS.—

(1) IN GENERAL.—The Secretary of Health 
and Human Services shall carry out the 
project through contracts with up to three 
disease management organizations. The Sec-
retary shall not enter into such a contract 
with an organization unless the organization 
demonstrates that it can produce improved 
health outcomes and reduce aggregate medi-
care expenditures consistent with paragraph 
(2). 

(2) CONTRACT PROVISIONS.—Under such con-
tracts—

(A) such an organization shall be required 
to provide for prescription drug coverage de-
scribed in subsection (b)(2)(B); 

(B) such an organization shall be paid a fee 
negotiated and established by the Secretary 
in a manner so that (taking into account 
savings in expenditures under parts A and B 
of the medicare program under title XVIII of 
the Social Security Act) there will be no net 
increase, and to the extent practicable, there 
will be a net reduction in expenditures under 
the medicare program as a result of the 
project; and 

(C) such an organization shall guarantee, 
through an appropriate arrangement with a 
reinsurance company or otherwise, the pro-
hibition on net increases in expenditures de-
scribed in subparagraph (B). 

(3) PAYMENTS.—Payments to such organi-
zations shall be made in appropriate propor-
tion from the Trust Funds established under 
title XVIII of the Social Security Act. 

(d) APPLICATION OF MEDIGAP PROTECTIONS 
TO DEMONSTRATION PROJECT ENROLLEES.—(1) 
Subject to paragraph (2), the provisions of 
section 1882(s)(3) (other than clauses (i) 
through (iv) of subparagraph (B)) and 
1882(s)(4) of the Social Security Act shall 
apply to enrollment (and termination of en-
rollment) in the demonstration project 
under this section, in the same manner as 
they apply to enrollment (and termination of 
enrollment) with a Medicare+Choice organi-
zation in a Medicare+Choice plan. 

(2) In applying paragraph (1)—
(A) any reference in clause (v) or (vi) of 

section 1882(s)(3)(B) of such Act to 12 months 
is deemed a reference to the period of the 
demonstration project; and 

(B) the notification required under section 
1882(s)(3)(D) of such Act shall be provided in 
a manner specified by the Secretary of 
Health and Human Services. 

(e) DURATION.—The project shall last for 
not longer than 3 years. 

(f) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (c)(3). 

(g) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress an 
interim report on the project not later than 

2 years after the date it is first implemented 
and a final report on the project not later 
than 6 months after the date of its comple-
tion. Such reports shall include information 
on the impact of the project on costs and 
health outcomes and recommendations on 
the cost-effectiveness of extending or ex-
panding the project. 

(h) WORKING GROUP ON MEDICARE DISEASE 
MANAGEMENT PROGRAMS.—The Secretary 
shall establish within the Department of 
Health and Human Services a working group 
consisting of employees of the Department 
to carry out the following: 

(1) To oversee the project. 
(2) To establish policy and criteria for 

medicare disease management programs 
within the Department, including the estab-
lishment of policy and criteria for such pro-
grams. 

(3) To identify targeted medical conditions 
and targeted individuals. 

(4) To select areas in which such programs 
are carried out. 

(5) To monitor health outcomes under such 
programs. 

(6) To measure the effectiveness of such 
programs in meeting any budget neutrality 
requirements. 

(7) Otherwise to serve as a central focal 
point within the Department for dissemina-
tion of information on medicare disease 
management programs. 

(i) GAO STUDY ON DISEASE MANAGEMENT 
PROGRAMS.—The Comptroller General of the 
United States shall conduct a study that 
compares disease management programs 
under title XVIII of the Social Security Act 
with such programs conducted in the private 
sector, including the prevalence of such pro-
grams and programs for case management. 
The study shall identify the cost-effective-
ness of such programs and any savings 
achieved by such programs. The Comptroller 
General shall submit a report on such study 
to Congress by not later than 18 months 
after the date of the enactment of this Act. 
SEC. 623. DEMONSTRATION PROJECT FOR MED-

ICAL ADULT DAY CARE SERVICES. 
(a) ESTABLISHMENT.—Subject to the suc-

ceeding provisions of this section, the Sec-
retary of Health and Human Services shall 
establish a demonstration project (in this 
section referred to as the ‘‘demonstration 
project’’) under which the Secretary shall, as 
part of a plan of an episode of care for home 
health services established for a medicare 
beneficiary, permit a home health agency, 
directly or under arrangements with a med-
ical adult day care facility, to provide med-
ical adult day care services as a substitute 
for a portion of home health services that 
would otherwise be provided in the bene-
ficiary’s home. 

(b) PAYMENT.—
(1) IN GENERAL.—The amount of payment 

for an episode of care for home health serv-
ices, a portion of which consists of substitute 
medical adult day care services, under the 
demonstration project shall be made at a 
rate equal to 95 percent of the amount that 
would otherwise apply for such home health 
services under section 1895 of the Social Se-
curity Act (42 u.s.c. 1395fff). In no case may 
a home health agency, or a medical adult 
day care facility under arrangements with a 
home health agency, separately charge a 
beneficiary for medical adult day care serv-
ices furnished under the plan of care. 

(2) BUDGET NEUTRALITY FOR DEMONSTRATION 
PROJECT.—Notwithstanding any other provi-
sion of law, the Secretary shall provide for 
an appropriate reduction in the aggregate 
amount of additional payments made under 
section 1895 of the Social Security Act (42 
U.S.C. 1395fff) to reflect any increase in 
amounts expended from the Trust Funds as a 
result of the demonstration project con-
ducted under this section. 
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(c) DEMONSTRATION PROJECT SITES.—The 

project established under this section shall 
be conducted in not more than 5 States se-
lected by the Secretary that license or cer-
tify providers of services that furnish med-
ical adult day care services. 

(d) DURATION.—The Secretary shall con-
duct the demonstration project for a period 
of 3 years. 

(e) VOLUNTARY PARTICIPATION.—Participa-
tion of medicare beneficiaries in the dem-
onstration project shall be voluntary. The 
total number of such beneficiaries that may 
participate in the project at any given time 
may not exceed 15,000. 

(f) PREFERENCE IN SELECTING AGENCIES.—In 
selecting home health agencies to partici-
pate under the demonstration project, the 
Secretary shall give preference to those 
agencies that are currently licensed or cer-
tified through common ownership and con-
trol to furnish medical adult day care serv-
ices. 

(g) WAIVER AUTHORITY.—The Secretary 
may waive such requirements of title XVIII 
of the Social Security Act as may be nec-
essary for the purposes of carrying out the 
demonstration project, other than waiving 
the requirement that an individual be home-
bound in order to be eligible for benefits for 
home health services. 

(h) EVALUATION AND REPORT.—The Sec-
retary shall conduct an evaluation of the 
clinical and cost effectiveness of the dem-
onstration project. Not later 30 months after 
the commencement of the project, the Sec-
retary shall submit to Congress a report on 
the evaluation, and shall include in the re-
port the following: 

(1) An analysis of the patient outcomes and 
costs of furnishing care to the medicare 
beneficiaries participating in the project as 
compared to such outcomes and costs to 
beneficiaries receiving only home health 
services for the same health conditions. 

(2) Such recommendations regarding the 
extension, expansion, or termination of the 
project as the Secretary determines appro-
priate. 

(i) DEFINITIONS.—In this section: 
(1) HOME HEALTH AGENCY.—The term ‘‘home 

health agency’’ has the meaning given such 
term in section 1861(o) of the Social Security 
Act (42 U.S.C. 1395x(o)). 

(2) MEDICAL ADULT DAY CARE FACILITY.—
The term ‘‘medical adult day care facility’’ 
means a facility that—

(A) has been licensed or certified by a 
State to furnish medical adult day care serv-
ices in the State for a continuous 2-year pe-
riod; 

(B) is engaged in providing skilled nursing 
services and other therapeutic services di-
rectly or under arrangement with a home 
health agency; 

(C) meets such standards established by 
the Secretary to assure quality of care and 
such other requirements as the Secretary 
finds necessary in the interest of the health 
and safety of individuals who are furnished 
services in the facility; and 

(D) provides medical adult day care serv-
ices. 

(3) MEDICAL ADULT DAY CARE SERVICES.—
The term ‘‘medical adult day care services’’ 
means—

(A) home health service items and services 
described in paragraphs (1) through (7) of sec-
tion 1861(m) furnished in a medical adult day 
care facility; 

(B) a program of supervised activities fur-
nished in a group setting in the facility 
that—

(i) meet such criteria as the Secretary de-
termines appropriate; and 

(ii) is designed to promote physical and 
mental health of the individuals; and 

(C) such other services as the Secretary 
may specify. 

(4) MEDICARE BENEFICIARY.—The term 
‘‘medicare beneficiary’’ means an individual 
entitled to benefits under part A of this title, 
enrolled under part B of this title, or both. 
SEC. 624. PUBLICATION ON FINAL WRITTEN 

GUIDANCE CONCERNING PROHIBI-
TIONS AGAINST DISCRIMINATION BY 
NATIONAL ORIGIN WITH RESPECT 
TO HEALTH CARE SERVICES. 

Not later than January 1, 2003, the Sec-
retary shall issue final written guidance con-
cerning the application of the prohibition in 
title VI of the Civil Rights Act of 1964 
against national origin discrimination as it 
affects persons with limited English pro-
ficiency with respect to access to health care 
services under the medicare program. 

TITLE VII—MEDICARE BENEFITS 
ADMINISTRATION 

SEC. 701. ESTABLISHMENT OF MEDICARE BENE-
FITS ADMINISTRATION. 

(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395 
et seq.), as amended by section 105, is amend-
ed by inserting after 1806 the following new 
section: 

‘‘MEDICARE BENEFITS ADMINISTRATION 
‘‘SEC. 1808. (a) ESTABLISHMENT.—There is 

established within the Department of Health 
and Human Services an agency to be known 
as the Medicare Benefits Administration. 

‘‘(b) ADMINISTRATOR; DEPUTY ADMINIS-
TRATOR; CHIEF ACTUARY.—

‘‘(1) ADMINISTRATOR.—
‘‘(A) IN GENERAL.—The Medicare Benefits 

Administration shall be headed by an admin-
istrator to be known as the ‘Medicare Bene-
fits Administrator’ (in this section referred 
to as the ‘Administrator’) who shall be ap-
pointed by the President, by and with the ad-
vice and consent of the Senate. The Adminis-
trator shall be in direct line of authority to 
the Secretary. 

‘‘(B) COMPENSATION.—The Administrator 
shall be paid at the rate of basic pay payable 
for level III of the Executive Schedule under 
section 5314 of title 5, United States Code. 

‘‘(C) TERM OF OFFICE.—The Administrator 
shall be appointed for a term of 5 years. In 
any case in which a successor does not take 
office at the end of an Administrator’s term 
of office, that Administrator may continue 
in office until the entry upon office of such 
a successor. An Administrator appointed to a 
term of office after the commencement of 
such term may serve under such appoint-
ment only for the remainder of such term. 

‘‘(D) GENERAL AUTHORITY.—The Adminis-
trator shall be responsible for the exercise of 
all powers and the discharge of all duties of 
the Administration, and shall have authority 
and control over all personnel and activities 
thereof. 

‘‘(E) RULEMAKING AUTHORITY.—The Admin-
istrator may prescribe such rules and regula-
tions as the Administrator determines nec-
essary or appropriate to carry out the func-
tions of the Administration. The regulations 
prescribed by the Administrator shall be sub-
ject to the rulemaking procedures estab-
lished under section 553 of title 5, United 
States Code. 

‘‘(F) AUTHORITY TO ESTABLISH ORGANIZA-
TIONAL UNITS.—The Administrator may es-
tablish, alter, consolidate, or discontinue 
such organizational units or components 
within the Administration as the Adminis-
trator considers necessary or appropriate, 
except as specified in this section. 

‘‘(G) AUTHORITY TO DELEGATE.—The Admin-
istrator may assign duties, and delegate, or 
authorize successive redelegations of, au-
thority to act and to render decisions, to 
such officers and employees of the Adminis-
tration as the Administrator may find nec-
essary. Within the limitations of such dele-
gations, redelegations, or assignments, all 
official acts and decisions of such officers 

and employees shall have the same force and 
effect as though performed or rendered by 
the Administrator. 

‘‘(2) DEPUTY ADMINISTRATOR.—
‘‘(A) IN GENERAL.—There shall be a Deputy 

Administrator of the Medicare Benefits Ad-
ministration who shall be appointed by the 
President, by and with the advice and con-
sent of the Senate. 

‘‘(B) COMPENSATION.—The Deputy Adminis-
trator shall be paid at the rate of basic pay 
payable for level IV of the Executive Sched-
ule under section 5315 of title 5, United 
States Code. 

‘‘(C) TERM OF OFFICE.—The Deputy Admin-
istrator shall be appointed for a term of 5 
years. In any case in which a successor does 
not take office at the end of a Deputy Ad-
ministrator’s term of office, such Deputy Ad-
ministrator may continue in office until the 
entry upon office of such a successor. A Dep-
uty Administrator appointed to a term of of-
fice after the commencement of such term 
may serve under such appointment only for 
the remainder of such term. 

‘‘(D) DUTIES.—The Deputy Administrator 
shall perform such duties and exercise such 
powers as the Administrator shall from time 
to time assign or delegate. The Deputy Ad-
ministrator shall be Acting Administrator of 
the Administration during the absence or 
disability of the Administrator and, unless 
the President designates another officer of 
the Government as Acting Administrator, in 
the event of a vacancy in the office of the 
Administrator. 

‘‘(3) CHIEF ACTUARY.—
‘‘(A) IN GENERAL.—There is established in 

the Administration the position of Chief Ac-
tuary. The Chief Actuary shall be appointed 
by, and in direct line of authority to, the Ad-
ministrator of such Administration. The 
Chief Actuary shall be appointed from 
among individuals who have demonstrated, 
by their education and experience, superior 
expertise in the actuarial sciences. The Chief 
Actuary may be removed only for cause. 

‘‘(B) COMPENSATION.—The Chief Actuary 
shall be compensated at the highest rate of 
basic pay for the Senior Executive Service 
under section 5382(b) of title 5, United States 
Code. 

‘‘(C) DUTIES.—The Chief Actuary shall ex-
ercise such duties as are appropriate for the 
office of the Chief Actuary and in accordance 
with professional standards of actuarial 
independence. 

‘‘(4) SECRETARIAL COORDINATION OF PRO-
GRAM ADMINISTRATION.—The Secretary shall 
ensure appropriate coordination between the 
Administrator and the Administrator of the 
Centers for Medicare & Medicaid Services in 
carrying out the programs under this title. 

‘‘(c) DUTIES; ADMINISTRATIVE PROVISIONS.—
‘‘(1) DUTIES.—
‘‘(A) GENERAL DUTIES.—The Administrator 

shall carry out parts C and D, including—
‘‘(i) negotiating, entering into, and enforc-

ing, contracts with plans for the offering of 
Medicare+Choice plans under part C, includ-
ing the offering of qualified prescription 
drug coverage under such plans; and 

‘‘(ii) negotiating, entering into, and enforc-
ing, contracts with PDP sponsors for the of-
fering of prescription drug plans under part 
D. 

‘‘(B) OTHER DUTIES.—The Administrator 
shall carry out any duty provided for under 
part C or part D, including demonstration 
projects carried out in part or in whole under 
such parts, the programs of all-inclusive care 
for the elderly (PACE program) under sec-
tion 1894, the social health maintenance or-
ganization (SHMO) demonstration projects 
(referred to in section 4104(c) of the Balanced 
Budget Act of 1997), and through a 
Medicare+Choice project that demonstrates 
the application of capitation payment rates 
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for frail elderly medicare beneficiaries 
through the use of a interdisciplinary team 
and through the provision of primary care 
services to such beneficiaries by means of 
such a team at the nursing facility involved). 

‘‘(C) PRESCRIPTION DRUG CARD.—The Ad-
ministrator shall carry out section 1807 (re-
lating to the medicare prescription drug dis-
count card endorsement program). 

‘‘(D) NONINTERFERENCE.—In carrying out 
its duties with respect to the provision of 
qualified prescription drug coverage to bene-
ficiaries under this title, the Administrator 
may not—

‘‘(i) require a particular formulary or insti-
tute a price structure for the reimbursement 
of covered outpatient drugs; 

‘‘(ii) interfere in any way with negotia-
tions between PDP sponsors and 
Medicare+Choice organizations and drug 
manufacturers, wholesalers, or other sup-
pliers of covered outpatient drugs; and 

‘‘(iii) otherwise interfere with the competi-
tive nature of providing such coverage 
through such sponsors and organizations. 

‘‘(E) ANNUAL REPORTS.—Not later March 31 
of each year, the Administrator shall submit 
to Congress and the President a report on 
the administration of parts C and D during 
the previous fiscal year. 

‘‘(2) STAFF.—
‘‘(A) IN GENERAL.—The Administrator, with 

the approval of the Secretary, may employ, 
without regard to chapter 31 of title 5, 
United States Code, other than sections 3110 
and 3112, such officers and employees as are 
necessary to administer the activities to be 
carried out through the Medicare Benefits 
Administration. The Administrator shall 
employ staff with appropriate and necessary 
expertise in negotiating contracts in the pri-
vate sector. 

‘‘(B) FLEXIBILITY WITH RESPECT TO COM-
PENSATION.—

‘‘(i) IN GENERAL.—The staff of the Medicare 
Benefits Administration shall, subject to 
clause (ii), be paid without regard to the pro-
visions of chapter 51 (other than section 5101) 
and chapter 53 (other than section 5301) of 
such title (relating to classification and 
schedule pay rates). 

‘‘(ii) MAXIMUM RATE.—In no case may the 
rate of compensation determined under 
clause (i) exceed the rate of basic pay pay-
able for level IV of the Executive Schedule 
under section 5315 of title 5, United States 
Code. 

‘‘(C) LIMITATION ON FULL-TIME EQUIVALENT 
STAFFING FOR CURRENT CMS FUNCTIONS BEING 
TRANSFERRED.—The Administrator may not 
employ under this paragraph a number of 
full-time equivalent employees, to carry out 
functions that were previously conducted by 
the Centers for Medicare & Medicaid Serv-
ices and that are conducted by the Adminis-
trator by reason of this section, that exceeds 
the number of such full-time equivalent em-
ployees authorized to be employed by the 
Centers for Medicare & Medicaid Services to 
conduct such functions as of the date of the 
enactment of this Act. 

‘‘(3) REDELEGATION OF CERTAIN FUNCTIONS 
OF THE CENTERS FOR MEDICARE & MEDICAID 
SERVICES.—

‘‘(A) IN GENERAL.—The Secretary, the Ad-
ministrator, and the Administrator of the 
Centers for Medicare & Medicaid Services 
shall establish an appropriate transition of 
responsibility in order to redelegate the ad-
ministration of part C from the Secretary 
and the Administrator of the Centers for 
Medicare & Medicaid Services to the Admin-
istrator as is appropriate to carry out the 
purposes of this section. 

‘‘(B) TRANSFER OF DATA AND INFORMA-
TION.—The Secretary shall ensure that the 
Administrator of the Centers for Medicare & 
Medicaid Services transfers to the Adminis-

trator of the Medicare Benefits Administra-
tion such information and data in the posses-
sion of the Administrator of the Centers for 
Medicare & Medicaid Services as the Admin-
istrator of the Medicare Benefits Adminis-
tration requires to carry out the duties de-
scribed in paragraph (1). 

‘‘(C) CONSTRUCTION.—Insofar as a responsi-
bility of the Secretary or the Administrator 
of the Centers for Medicare & Medicaid Serv-
ices is redelegated to the Administrator 
under this section, any reference to the Sec-
retary or the Administrator of the Centers 
for Medicare & Medicaid Services in this 
title or title XI with respect to such respon-
sibility is deemed to be a reference to the 
Administrator. 

‘‘(d) OFFICE OF BENEFICIARY ASSISTANCE.—
‘‘(1) ESTABLISHMENT.—The Secretary shall 

establish within the Medicare Benefits Ad-
ministration an Office of Beneficiary Assist-
ance to coordinate functions relating to out-
reach and education of medicare bene-
ficiaries under this title, including the func-
tions described in paragraph (2). The Office 
shall be separate operating division within 
the Administration. 

‘‘(2) DISSEMINATION OF INFORMATION ON BEN-
EFITS AND APPEALS RIGHTS.—

‘‘(A) DISSEMINATION OF BENEFITS INFORMA-
TION.—The Office of Beneficiary Assistance 
shall disseminate, directly or through con-
tract, to medicare beneficiaries, by mail, by 
posting on the Internet site of the Medicare 
Benefits Administration and through a toll-
free telephone number, information with re-
spect to the following: 

‘‘(i) Benefits, and limitations on payment 
(including cost-sharing, stop-loss provisions, 
and formulary restrictions) under parts C 
and D. 

‘‘(ii) Benefits, and limitations on payment 
under parts A and B, including information 
on medicare supplemental policies under sec-
tion 1882.

Such information shall be presented in a 
manner so that medicare beneficiaries may 
compare benefits under parts A, B, D, and 
medicare supplemental policies with benefits 
under Medicare+Choice plans under part C. 

‘‘(B) DISSEMINATION OF APPEALS RIGHTS IN-
FORMATION.—The Office of Beneficiary As-
sistance shall disseminate to medicare bene-
ficiaries in the manner provided under sub-
paragraph (A) a description of procedural 
rights (including grievance and appeals pro-
cedures) of beneficiaries under the original 
medicare fee-for-service program under parts 
A and B, the Medicare+Choice program 
under part C, and the Voluntary Prescription 
Drug Benefit Program under part D. 

‘‘(e) MEDICARE POLICY ADVISORY BOARD.—
‘‘(1) ESTABLISHMENT.—There is established 

within the Medicare Benefits Administration 
the Medicare Policy Advisory Board (in this 
section referred to the ‘Board’). The Board 
shall advise, consult with, and make rec-
ommendations to the Administrator of the 
Medicare Benefits Administration with re-
spect to the administration of parts C and D, 
including the review of payment policies 
under such parts. 

‘‘(2) REPORTS.—
‘‘(A) IN GENERAL.—With respect to matters 

of the administration of parts C and D, the 
Board shall submit to Congress and to the 
Administrator of the Medicare Benefits Ad-
ministration such reports as the Board de-
termines appropriate. Each such report may 
contain such recommendations as the Board 
determines appropriate for legislative or ad-
ministrative changes to improve the admin-
istration of such parts, including the topics 
described in subparagraph (B). Each such re-
port shall be published in the Federal Reg-
ister. 

‘‘(B) TOPICS DESCRIBED.—Reports required 
under subparagraph (A) may include the fol-
lowing topics: 

‘‘(i) FOSTERING COMPETITION.—Rec-
ommendations or proposals to increase com-
petition under parts C and D for services fur-
nished to medicare beneficiaries. 

‘‘(ii) EDUCATION AND ENROLLMENT.—Rec-
ommendations for the improvement to ef-
forts to provide medicare beneficiaries infor-
mation and education on the program under 
this title, and specifically parts C and D, and 
the program for enrollment under the title. 

‘‘(iii) IMPLEMENTATION OF RISK-ADJUST-
MENT.—Evaluation of the implementation 
under section 1853(a)(3)(C) of the risk adjust-
ment methodology to payment rates under 
that section to Medicare+Choice organiza-
tions offering Medicare+Choice plans that 
accounts for variations in per capita costs 
based on health status and other demo-
graphic factors. 

‘‘(iv) DISEASE MANAGEMENT PROGRAMS.—
Recommendations on the incorporation of 
disease management programs under parts C 
and D. 

‘‘(v) RURAL ACCESS.—Recommendations to 
improve competition and access to plans 
under parts C and D in rural areas. 

‘‘(C) MAINTAINING INDEPENDENCE OF 
BOARD.—The Board shall directly submit to 
Congress reports required under subpara-
graph (A). No officer or agency of the United 
States may require the Board to submit to 
any officer or agency of the United States 
for approval, comments, or review, prior to 
the submission to Congress of such reports. 

‘‘(3) DUTY OF ADMINISTRATOR OF MEDICARE 
BENEFITS ADMINISTRATION.—With respect to 
any report submitted by the Board under 
paragraph (2)(A), not later than 90 days after 
the report is submitted, the Administrator of 
the Medicare Benefits Administration shall 
submit to Congress and the President an 
analysis of recommendations made by the 
Board in such report. Each such analysis 
shall be published in the Federal Register. 

‘‘(4) MEMBERSHIP.—
‘‘(A) APPOINTMENT.—Subject to the suc-

ceeding provisions of this paragraph, the 
Board shall consist of seven members to be 
appointed as follows: 

‘‘(i) Three members shall be appointed by 
the President. 

‘‘(ii) Two members shall be appointed by 
the Speaker of the House of Representatives, 
with the advice of the chairmen and the 
ranking minority members of the Commit-
tees on Ways and Means and on Energy and 
Commerce of the House of Representatives. 

‘‘(iii) Two members shall be appointed by 
the President pro tempore of the Senate with 
the advice of the chairman and the ranking 
minority member of the Senate Committee 
on Finance. 

‘‘(B) QUALIFICATIONS.—The members shall 
be chosen on the basis of their integrity, im-
partiality, and good judgment, and shall be 
individuals who are, by reason of their edu-
cation and experience in health care benefits 
management, exceptionally qualified to per-
form the duties of members of the Board. 

‘‘(C) PROHIBITION ON INCLUSION OF FEDERAL 
EMPLOYEES.—No officer or employee of the 
United States may serve as a member of the 
Board. 

‘‘(5) COMPENSATION.—Members of the Board 
shall receive, for each day (including travel 
time) they are engaged in the performance of 
the functions of the board, compensation at 
rates not to exceed the daily equivalent to 
the annual rate in effect for level IV of the 
Executive Schedule under section 5315 of 
title 5, United States Code. 

‘‘(6) TERMS OF OFFICE.—
‘‘(A) IN GENERAL.—The term of office of 

members of the Board shall be 3 years. 
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‘‘(B) TERMS OF INITIAL APPOINTEES.—As 

designated by the President at the time of 
appointment, of the members first ap-
pointed—

‘‘(i) one shall be appointed for a term of 1 
year; 

‘‘(ii) three shall be appointed for terms of 
2 years; and 

‘‘(iii) three shall be appointed for terms of 
3 years. 

‘‘(C) REAPPOINTMENTS.—Any person ap-
pointed as a member of the Board may not 
serve for more than 8 years. 

‘‘(D) VACANCY.—Any member appointed to 
fill a vacancy occurring before the expira-
tion of the term for which the member’s 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem-
ber may serve after the expiration of that 
member’s term until a successor has taken 
office. A vacancy in the Board shall be filled 
in the manner in which the original appoint-
ment was made. 

‘‘(7) CHAIR.—The Chair of the Board shall 
be elected by the members. The term of of-
fice of the Chair shall be 3 years. 

‘‘(8) MEETINGS.—The Board shall meet at 
the call of the Chair, but in no event less 
than three times during each fiscal year. 

‘‘(9) DIRECTOR AND STAFF.—
‘‘(A) APPOINTMENT OF DIRECTOR.—The 

Board shall have a Director who shall be ap-
pointed by the Chair. 

‘‘(B) IN GENERAL.—With the approval of the 
Board, the Director may appoint, without re-
gard to chapter 31 of title 5, United States 
Code, such additional personnel as the Direc-
tor considers appropriate. 

‘‘(C) FLEXIBILITY WITH RESPECT TO COM-
PENSATION.—

‘‘(i) IN GENERAL.—The Director and staff of 
the Board shall, subject to clause (ii), be paid 
without regard to the provisions of chapter 
51 and chapter 53 of such title (relating to 
classification and schedule pay rates). 

‘‘(ii) MAXIMUM RATE.—In no case may the 
rate of compensation determined under 
clause (i) exceed the rate of basic pay pay-
able for level IV of the Executive Schedule 
under section 5315 of title 5, United States 
Code. 

‘‘(D) ASSISTANCE FROM THE ADMINISTRATOR 
OF THE MEDICARE BENEFITS ADMINISTRATION.—
The Administrator of the Medicare Benefits 
Administration shall make available to the 
Board such information and other assistance 
as it may require to carry out its functions. 

‘‘(10) CONTRACT AUTHORITY.—The Board 
may contract with and compensate govern-
ment and private agencies or persons to 
carry out its duties under this subsection, 
without regard to section 3709 of the Revised 
Statutes (41 U.S.C. 5). 

‘‘(f) FUNDING.—There is authorized to be 
appropriated, in appropriate part from the 
Federal Hospital Insurance Trust Fund and 
from the Federal Supplementary Medical In-
surance Trust Fund (including the Medicare 
Prescription Drug Account), such sums as 
are necessary to carry out this section.’’. 

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendment made by 

subsection (a) shall take effect on the date of 
the enactment of this Act. 

(2) TIMING OF INITIAL APPOINTMENTS.—The 
Administrator and Deputy Administrator of 
the Medicare Benefits Administration may 
not be appointed before March 1, 2003. 

(3) DUTIES WITH RESPECT TO ELIGIBILITY DE-
TERMINATIONS AND ENROLLMENT.—The Ad-
ministrator of the Medicare Benefits Admin-
istration shall carry out enrollment under 
title XVIII of the Social Security Act, make 
eligibility determinations under such title, 
and carry out part C of such title for years 
beginning or after January 1, 2005. 

(4) TRANSITION.—Before the date the Ad-
ministrator of the Medicare Benefits Admin-

istration is appointed and assumes respon-
sibilities under this section and section 1807 
of the Social Security Act, the Secretary of 
Health and Human Services shall provide for 
the conduct of any responsibilities of such 
Administrator that are otherwise provided 
under law. 

(c) MISCELLANEOUS ADMINISTRATIVE PROVI-
SIONS.—

(1) ADMINISTRATOR AS MEMBER OF THE 
BOARD OF TRUSTEES OF THE MEDICARE TRUST 
FUNDS.—Section 1817(b) and section 1841(b) 
(42 U.S.C. 1395i(b), 1395t(b)) are each amended 
by striking ‘‘and the Secretary of Health and 
Human Services, all ex officio,’’ and insert-
ing ‘‘the Secretary of Health and Human 
Services, and the Administrator of the Medi-
care Benefits Administration, all ex offi-
cio,’’. 

(2) INCREASE IN GRADE TO EXECUTIVE LEVEL 
III FOR THE ADMINISTRATOR OF THE CENTERS 
FOR MEDICARE & MEDICAID SERVICES; LEVEL 
FOR MEDICARE BENEFITS ADMINISTRATOR.—

(A) IN GENERAL.—Section 5314 of title 5, 
United States Code, by adding at the end the 
following: 

‘‘Administrator of the Centers for Medi-
care & Medicaid Services . 

‘‘Administrator of the Medicare Benefits 
Administration.’’. 

(B) CONFORMING AMENDMENT.—Section 5315 
of such title is amended by striking ‘‘Admin-
istrator of the Health Care Financing Ad-
ministration.’’. 

(C) EFFECTIVE DATE.—The amendments 
made by this paragraph take effect on Janu-
ary 1, 2003. 

TITLE VIII—REGULATORY REDUCTION 
AND CONTRACTING REFORM 
Subtitle A—Regulatory Reform 

SEC. 801. CONSTRUCTION; DEFINITION OF SUP-
PLIER. 

(a) CONSTRUCTION.—Nothing in this title 
shall be construed—

(1) to compromise or affect existing legal 
remedies for addressing fraud or abuse, 
whether it be criminal prosecution, civil en-
forcement, or administrative remedies, in-
cluding under sections 3729 through 3733 of 
title 31, United States Code (known as the 
False Claims Act); or 

(2) to prevent or impede the Department of 
Health and Human Services in any way from 
its ongoing efforts to eliminate waste, fraud, 
and abuse in the medicare program.
Furthermore, the consolidation of medicare 
administrative contracting set forth in this 
Act does not constitute consolidation of the 
Federal Hospital Insurance Trust Fund and 
the Federal Supplementary Medical Insur-
ance Trust Fund or reflect any position on 
that issue. 

(b) DEFINITION OF SUPPLIER.—Section 1861 
(42 U.S.C. 1395x) is amended by inserting 
after subsection (c) the following new sub-
section: 

‘‘Supplier 
‘‘(d) The term ‘supplier’ means, unless the 

context otherwise requires, a physician or 
other practitioner, a facility, or other entity 
(other than a provider of services) that fur-
nishes items or services under this title.’’. 
SEC. 802. ISSUANCE OF REGULATIONS. 

(a) CONSOLIDATION OF PROMULGATION TO 
ONCE A MONTH.—

(1) IN GENERAL.—Section 1871 (42 U.S.C. 
1395hh) is amended by adding at the end the 
following new subsection: 

‘‘(d)(1) Subject to paragraph (2), the Sec-
retary shall issue proposed or final (includ-
ing interim final) regulations to carry out 
this title only on one business day of every 
month. 

‘‘(2) The Secretary may issue a proposed or 
final regulation described in paragraph (1) on 
any other day than the day described in 
paragraph (1) if the Secretary—

‘‘(A) finds that issuance of such regulation 
on another day is necessary to comply with 
requirements under law; or 

‘‘(B) finds that with respect to that regula-
tion the limitation of issuance on the date 
described in paragraph (1) is contrary to the 
public interest. 

If the Secretary makes a finding under this 
paragraph, the Secretary shall include such 
finding, and brief statement of the reasons 
for such finding, in the issuance of such reg-
ulation. 

‘‘(3) The Secretary shall coordinate 
issuance of new regulations described in 
paragraph (1) relating to a category of pro-
vider of services or suppliers based on an 
analysis of the collective impact of regu-
latory changes on that category of providers 
or suppliers.’’. 

(2) GAO REPORT ON PUBLICATION OF REGULA-
TIONS ON A QUARTERLY BASIS.—Not later than 
3 years after the date of the enactment of 
this Act, the Comptroller General of the 
United States shall submit to Congress a re-
port on the feasibility of requiring that regu-
lations described in section 1871(d) of the So-
cial Security Act be promulgated on a quar-
terly basis rather than on a monthly basis. 

(3) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to regula-
tions promulgated on or after the date that 
is 30 days after the date of the enactment of 
this Act. 

(b) REGULAR TIMELINE FOR PUBLICATION OF 
FINAL RULES.—

(1) IN GENERAL.—Section 1871(a) (42 U.S.C. 
1395hh(a)) is amended by adding at the end 
the following new paragraph: 

‘‘(3)(A) The Secretary, in consultation with 
the Director of the Office of Management 
and Budget, shall establish and publish a 
regular timeline for the publication of final 
regulations based on the previous publica-
tion of a proposed regulation or an interim 
final regulation. 

‘‘(B) Such timeline may vary among dif-
ferent regulations based on differences in the 
complexity of the regulation, the number 
and scope of comments received, and other 
relevant factors, but shall not be longer than 
3 years except under exceptional cir-
cumstances. If the Secretary intends to vary 
such timeline with respect to the publication 
of a final regulation, the Secretary shall 
cause to have published in the Federal Reg-
ister notice of the different timeline by not 
later than the timeline previously estab-
lished with respect to such regulation. Such 
notice shall include a brief explanation of 
the justification for such variation. 

‘‘(C) In the case of interim final regula-
tions, upon the expiration of the regular 
timeline established under this paragraph for 
the publication of a final regulation after op-
portunity for public comment, the interim 
final regulation shall not continue in effect 
unless the Secretary publishes (at the end of 
the regular timeline and, if applicable, at the 
end of each succeeding 1-year period) a no-
tice of continuation of the regulation that 
includes an explanation of why the regular 
timeline (and any subsequent 1-year exten-
sion) was not complied with. If such a notice 
is published, the regular timeline (or such 
timeline as previously extended under this 
paragraph) for publication of the final regu-
lation shall be treated as having been ex-
tended for 1 additional year. 

‘‘(D) The Secretary shall annually submit 
to Congress a report that describes the in-
stances in which the Secretary failed to pub-
lish a final regulation within the applicable 
regular timeline under this paragraph and 
that provides an explanation for such fail-
ures.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
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the date of the enactment of this Act. The 
Secretary shall provide for an appropriate 
transition to take into account the backlog 
of previously published interim final regula-
tions. 

(c) LIMITATIONS ON NEW MATTER IN FINAL 
REGULATIONS.—

(1) IN GENERAL.—Section 1871(a) (42 U.S.C. 
1395hh(a)), as amended by subsection (b), is 
further amended by adding at the end the 
following new paragraph: 

‘‘(4) If the Secretary publishes notice of 
proposed rulemaking relating to a regulation 
(including an interim final regulation), inso-
far as such final regulation includes a provi-
sion that is not a logical outgrowth of such 
notice of proposed rulemaking, that provi-
sion shall be treated as a proposed regulation 
and shall not take effect until there is the 
further opportunity for public comment and 
a publication of the provision again as a 
final regulation.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to final 
regulations published on or after the date of 
the enactment of this Act. 
SEC. 803. COMPLIANCE WITH CHANGES IN REGU-

LATIONS AND POLICIES. 
(a) NO RETROACTIVE APPLICATION OF SUB-

STANTIVE CHANGES.—
(1) IN GENERAL.—Section 1871 (42 U.S.C. 

1395hh), as amended by section 802(a), is 
amended by adding at the end the following 
new subsection: 

‘‘(e)(1)(A) A substantive change in regula-
tions, manual instructions, interpretative 
rules, statements of policy, or guidelines of 
general applicability under this title shall 
not be applied (by extrapolation or other-
wise) retroactively to items and services fur-
nished before the effective date of the 
change, unless the Secretary determines 
that—

‘‘(i) such retroactive application is nec-
essary to comply with statutory require-
ments; or 

‘‘(ii) failure to apply the change retro-
actively would be contrary to the public in-
terest.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to sub-
stantive changes issued on or after the date 
of the enactment of this Act. 

(b) TIMELINE FOR COMPLIANCE WITH SUB-
STANTIVE CHANGES AFTER NOTICE.—

(1) IN GENERAL.—Section 1871(e)(1), as 
added by subsection (a), is amended by add-
ing at the end the following: 

‘‘(B)(i) Except as provided in clause (ii), a 
substantive change referred to in subpara-
graph (A) shall not become effective before 
the end of the 30-day period that begins on 
the date that the Secretary has issued or 
published, as the case may be, the sub-
stantive change. 

‘‘(ii) The Secretary may provide for such a 
substantive change to take effect on a date 
that precedes the end of the 30-day period 
under clause (i) if the Secretary finds that 
waiver of such 30-day period is necessary to 
comply with statutory requirements or that 
the application of such 30-day period is con-
trary to the public interest. If the Secretary 
provides for an earlier effective date pursu-
ant to this clause, the Secretary shall in-
clude in the issuance or publication of the 
substantive change a finding described in the 
first sentence, and a brief statement of the 
reasons for such finding. 

‘‘(C) No action shall be taken against a 
provider of services or supplier with respect 
to noncompliance with such a substantive 
change for items and services furnished be-
fore the effective date of such a change.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to compli-
ance actions undertaken on or after the date 
of the enactment of this Act. 

(c) RELIANCE ON GUIDANCE.—
(1) IN GENERAL.—Section 1871(e), as added 

by subsection (a), is further amended by add-
ing at the end the following new paragraph: 

‘‘(2)(A) If—
‘‘(i) a provider of services or supplier fol-

lows the written guidance (which may be 
transmitted electronically) provided by the 
Secretary or by a medicare contractor (as 
defined in section 1889(g)) acting within the 
scope of the contractor’s contract authority, 
with respect to the furnishing of items or 
services and submission of a claim for bene-
fits for such items or services with respect to 
such provider or supplier; 

‘‘(ii) the Secretary determines that the 
provider of services or supplier has accu-
rately presented the circumstances relating 
to such items, services, and claim to the con-
tractor in writing; and 

‘‘(iii) the guidance was in error;
the provider of services or supplier shall not 
be subject to any sanction (including any 
penalty or requirement for repayment of any 
amount) if the provider of services or sup-
plier reasonably relied on such guidance. 

‘‘(B) Subparagraph (A) shall not be con-
strued as preventing the recoupment or re-
payment (without any additional penalty) 
relating to an overpayment insofar as the 
overpayment was solely the result of a cler-
ical or technical operational error.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act but 
shall not apply to any sanction for which no-
tice was provided on or before the date of the 
enactment of this Act. 
SEC. 804. REPORTS AND STUDIES RELATING TO 

REGULATORY REFORM. 
(a) GAO STUDY ON ADVISORY OPINION AU-

THORITY.—
(1) STUDY.—The Comptroller General of the 

United States shall conduct a study to deter-
mine the feasibility and appropriateness of 
establishing in the Secretary authority to 
provide legally binding advisory opinions on 
appropriate interpretation and application of 
regulations to carry out the medicare pro-
gram under title XVIII of the Social Secu-
rity Act. Such study shall examine the ap-
propriate timeframe for issuing such advi-
sory opinions, as well as the need for addi-
tional staff and funding to provide such opin-
ions. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than January 1, 2004. 

(b) REPORT ON LEGAL AND REGULATORY IN-
CONSISTENCIES.—Section 1871 (42 U.S.C. 
1395hh), as amended by section 803(a), is 
amended by adding at the end the following 
new subsection: 

‘‘(f)(1) Not later than 2 years after the date 
of the enactment of this subsection, and 
every 2 years thereafter, the Secretary shall 
submit to Congress a report with respect to 
the administration of this title and areas of 
inconsistency or conflict among the various 
provisions under law and regulation. 

‘‘(2) In preparing a report under paragraph 
(1), the Secretary shall collect—

‘‘(A) information from individuals entitled 
to benefits under part A or enrolled under 
part B, or both, providers of services, and 
suppliers and from the Medicare Beneficiary 
Ombudsman and the Medicare Provider Om-
budsman with respect to such areas of incon-
sistency and conflict; and 

‘‘(B) information from medicare contrac-
tors that tracks the nature of written and 
telephone inquiries. 

‘‘(3) A report under paragraph (1) shall in-
clude a description of efforts by the Sec-
retary to reduce such inconsistency or con-
flicts, and recommendations for legislation 

or administrative action that the Secretary 
determines appropriate to further reduce 
such inconsistency or conflicts.’’. 

Subtitle B—Contracting Reform 
SEC. 811. INCREASED FLEXIBILITY IN MEDICARE 

ADMINISTRATION. 
(a) CONSOLIDATION AND FLEXIBILITY IN 

MEDICARE ADMINISTRATION.—
(1) IN GENERAL.—Title XVIII is amended by 

inserting after section 1874 the following new 
section: 
‘‘CONTRACTS WITH MEDICARE ADMINISTRATIVE 

CONTRACTORS 
‘‘SEC. 1874A. (a) AUTHORITY.—
‘‘(1) AUTHORITY TO ENTER INTO CON-

TRACTS.—The Secretary may enter into con-
tracts with any eligible entity to serve as a 
medicare administrative contractor with re-
spect to the performance of any or all of the 
functions described in paragraph (4) or parts 
of those functions (or, to the extent provided 
in a contract, to secure performance thereof 
by other entities). 

‘‘(2) ELIGIBILITY OF ENTITIES.—An entity is 
eligible to enter into a contract with respect 
to the performance of a particular function 
described in paragraph (4) only if—

‘‘(A) the entity has demonstrated capa-
bility to carry out such function; 

‘‘(B) the entity complies with such conflict 
of interest standards as are generally appli-
cable to Federal acquisition and procure-
ment; 

‘‘(C) the entity has sufficient assets to fi-
nancially support the performance of such 
function; and 

‘‘(D) the entity meets such other require-
ments as the Secretary may impose. 

‘‘(3) MEDICARE ADMINISTRATIVE CONTRACTOR 
DEFINED.—For purposes of this title and title 
XI—

‘‘(A) IN GENERAL.—The term ‘medicare ad-
ministrative contractor’ means an agency, 
organization, or other person with a contract 
under this section. 

‘‘(B) APPROPRIATE MEDICARE ADMINISTRA-
TIVE CONTRACTOR.—With respect to the per-
formance of a particular function in relation 
to an individual entitled to benefits under 
part A or enrolled under part B, or both, a 
specific provider of services or supplier (or 
class of such providers of services or sup-
pliers), the ‘appropriate’ medicare adminis-
trative contractor is the medicare adminis-
trative contractor that has a contract under 
this section with respect to the performance 
of that function in relation to that indi-
vidual, provider of services or supplier or 
class of provider of services or supplier. 

‘‘(4) FUNCTIONS DESCRIBED.—The functions 
referred to in paragraphs (1) and (2) are pay-
ment functions, provider services functions, 
and functions relating to services furnished 
to individuals entitled to benefits under part 
A or enrolled under part B, or both, as fol-
lows: 

‘‘(A) DETERMINATION OF PAYMENT 
AMOUNTS.—Determining (subject to the pro-
visions of section 1878 and to such review by 
the Secretary as may be provided for by the 
contracts) the amount of the payments re-
quired pursuant to this title to be made to 
providers of services, suppliers and individ-
uals. 

‘‘(B) MAKING PAYMENTS.—Making pay-
ments described in subparagraph (A) (includ-
ing receipt, disbursement, and accounting 
for funds in making such payments). 

‘‘(C) BENEFICIARY EDUCATION AND ASSIST-
ANCE.—Providing education and outreach to 
individuals entitled to benefits under part A 
or enrolled under part B, or both, and pro-
viding assistance to those individuals with 
specific issues, concerns or problems. 

‘‘(D) PROVIDER CONSULTATIVE SERVICES.—
Providing consultative services to institu-
tions, agencies, and other persons to enable 
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them to establish and maintain fiscal 
records necessary for purposes of this title 
and otherwise to qualify as providers of serv-
ices or suppliers. 

‘‘(E) COMMUNICATION WITH PROVIDERS.—
Communicating to providers of services and 
suppliers any information or instructions 
furnished to the medicare administrative 
contractor by the Secretary, and facilitating 
communication between such providers and 
suppliers and the Secretary. 

‘‘(F) PROVIDER EDUCATION AND TECHNICAL 
ASSISTANCE.—Performing the functions relat-
ing to provider education, training, and tech-
nical assistance. 

‘‘(G) ADDITIONAL FUNCTIONS.—Performing 
such other functions as are necessary to 
carry out the purposes of this title. 

‘‘(5) RELATIONSHIP TO MIP CONTRACTS.—
‘‘(A) NONDUPLICATION OF DUTIES.—In enter-

ing into contracts under this section, the 
Secretary shall assure that functions of 
medicare administrative contractors in car-
rying out activities under parts A and B do 
not duplicate activities carried out under the 
Medicare Integrity Program under section 
1893. The previous sentence shall not apply 
with respect to the activity described in sec-
tion 1893(b)(5) (relating to prior authoriza-
tion of certain items of durable medical 
equipment under section 1834(a)(15)). 

‘‘(B) CONSTRUCTION.—An entity shall not be 
treated as a medicare administrative con-
tractor merely by reason of having entered 
into a contract with the Secretary under sec-
tion 1893. 

‘‘(6) APPLICATION OF FEDERAL ACQUISITION 
REGULATION.—Except to the extent incon-
sistent with a specific requirement of this 
title, the Federal Acquisition Regulation ap-
plies to contracts under this title. 

‘‘(b) CONTRACTING REQUIREMENTS.—
‘‘(1) USE OF COMPETITIVE PROCEDURES.—
‘‘(A) IN GENERAL.—Except as provided in 

laws with general applicability to Federal 
acquisition and procurement or in subpara-
graph (B), the Secretary shall use competi-
tive procedures when entering into contracts 
with medicare administrative contractors 
under this section, taking into account per-
formance quality as well as price and other 
factors. 

‘‘(B) RENEWAL OF CONTRACTS.—The Sec-
retary may renew a contract with a medi-
care administrative contractor under this 
section from term to term without regard to 
section 5 of title 41, United States Code, or 
any other provision of law requiring com-
petition, if the medicare administrative con-
tractor has met or exceeded the performance 
requirements applicable with respect to the 
contract and contractor, except that the 
Secretary shall provide for the application of 
competitive procedures under such a con-
tract not less frequently than once every five 
years. 

‘‘(C) TRANSFER OF FUNCTIONS.—The Sec-
retary may transfer functions among medi-
care administrative contractors consistent 
with the provisions of this paragraph. The 
Secretary shall ensure that performance 
quality is considered in such transfers. The 
Secretary shall provide public notice (wheth-
er in the Federal Register or otherwise) of 
any such transfer (including a description of 
the functions so transferred, a description of 
the providers of services and suppliers af-
fected by such transfer, and contact informa-
tion for the contractors involved). 

‘‘(D) INCENTIVES FOR QUALITY.—The Sec-
retary shall provide incentives for medicare 
administrative contractors to provide qual-
ity service and to promote efficiency. 

‘‘(2) COMPLIANCE WITH REQUIREMENTS.—No 
contract under this section shall be entered 
into with any medicare administrative con-
tractor unless the Secretary finds that such 
medicare administrative contractor will per-

form its obligations under the contract effi-
ciently and effectively and will meet such re-
quirements as to financial responsibility, 
legal authority, quality of services provided, 
and other matters as the Secretary finds per-
tinent. 

‘‘(3) PERFORMANCE REQUIREMENTS.—
‘‘(A) DEVELOPMENT OF SPECIFIC PERFORM-

ANCE REQUIREMENTS.—In developing contract 
performance requirements, the Secretary 
shall develop performance requirements ap-
plicable to functions described in subsection 
(a)(4). 

‘‘(B) CONSULTATION.— In developing such 
requirements, the Secretary may consult 
with providers of services and suppliers, or-
ganizations representing individuals entitled 
to benefits under part A or enrolled under 
part B, or both, and organizations and agen-
cies performing functions necessary to carry 
out the purposes of this section with respect 
to such performance requirements. 

‘‘(C) INCLUSION IN CONTRACTS.—All con-
tractor performance requirements shall be 
set forth in the contract between the Sec-
retary and the appropriate medicare admin-
istrative contractor. Such performance re-
quirements—

‘‘(i) shall reflect the performance require-
ments developed under subparagraph (A), but 
may include additional performance require-
ments; 

‘‘(ii) shall be used for evaluating con-
tractor performance under the contract; and 

‘‘(iii) shall be consistent with the written 
statement of work provided under the con-
tract. 

‘‘(4) INFORMATION REQUIREMENTS.—The Sec-
retary shall not enter into a contract with a 
medicare administrative contractor under 
this section unless the contractor agrees—

‘‘(A) to furnish to the Secretary such time-
ly information and reports as the Secretary 
may find necessary in performing his func-
tions under this title; and 

‘‘(B) to maintain such records and afford 
such access thereto as the Secretary finds 
necessary to assure the correctness and 
verification of the information and reports 
under subparagraph (A) and otherwise to 
carry out the purposes of this title. 

‘‘(5) SURETY BOND.—A contract with a 
medicare administrative contractor under 
this section may require the medicare ad-
ministrative contractor, and any of its offi-
cers or employees certifying payments or 
disbursing funds pursuant to the contract, or 
otherwise participating in carrying out the 
contract, to give surety bond to the United 
States in such amount as the Secretary may 
deem appropriate. 

‘‘(c) TERMS AND CONDITIONS.—
‘‘(1) IN GENERAL.—A contract with any 

medicare administrative contractor under 
this section may contain such terms and 
conditions as the Secretary finds necessary 
or appropriate and may provide for advances 
of funds to the medicare administrative con-
tractor for the making of payments by it 
under subsection (a)(4)(B). 

‘‘(2) PROHIBITION ON MANDATES FOR CERTAIN 
DATA COLLECTION.—The Secretary may not 
require, as a condition of entering into, or 
renewing, a contract under this section, that 
the medicare administrative contractor 
match data obtained other than in its activi-
ties under this title with data used in the ad-
ministration of this title for purposes of 
identifying situations in which the provi-
sions of section 1862(b) may apply. 

‘‘(d) LIMITATION ON LIABILITY OF MEDICARE 
ADMINISTRATIVE CONTRACTORS AND CERTAIN 
OFFICERS.—

‘‘(1) CERTIFYING OFFICER.—No individual 
designated pursuant to a contract under this 
section as a certifying officer shall, in the 
absence of gross negligence or intent to de-
fraud the United States, be liable with re-

spect to any payments certified by the indi-
vidual under this section. 

‘‘(2) DISBURSING OFFICER.—No disbursing 
officer shall, in the absence of gross neg-
ligence or intent to defraud the United 
States, be liable with respect to any pay-
ment by such officer under this section if it 
was based upon an authorization (which 
meets the applicable requirements for such 
internal controls established by the Comp-
troller General) of a certifying officer des-
ignated as provided in paragraph (1) of this 
subsection. 

‘‘(3) LIABILITY OF MEDICARE ADMINISTRATIVE 
CONTRACTOR.—No medicare administrative 
contractor shall be liable to the United 
States for a payment by a certifying or dis-
bursing officer unless in connection with 
such payment or in the supervision of or se-
lection of such officer the medicare adminis-
trative contractor acted with gross neg-
ligence. 

‘‘(4) INDEMNIFICATION BY SECRETARY.—
‘‘(A) IN GENERAL.—Subject to subpara-

graphs (B) and (D), in the case of a medicare 
administrative contractor (or a person who 
is a director, officer, or employee of such a 
contractor or who is engaged by the con-
tractor to participate directly in the claims 
administration process) who is made a party 
to any judicial or administrative proceeding 
arising from or relating directly to the 
claims administration process under this 
title, the Secretary may, to the extent the 
Secretary determines to be appropriate and 
as specified in the contract with the con-
tractor, indemnify the contractor and such 
persons. 

‘‘(B) CONDITIONS.—The Secretary may not 
provide indemnification under subparagraph 
(A) insofar as the liability for such costs 
arises directly from conduct that is deter-
mined by the judicial proceeding or by the 
Secretary to be criminal in nature, fraudu-
lent, or grossly negligent. If indemnification 
is provided by the Secretary with respect to 
a contractor before a determination that 
such costs arose directly from such conduct, 
the contractor shall reimburse the Secretary 
for costs of indemnification. 

‘‘(C) SCOPE OF INDEMNIFICATION.—Indem-
nification by the Secretary under subpara-
graph (A) may include payment of judg-
ments, settlements (subject to subparagraph 
(D)), awards, and costs (including reasonable 
legal expenses). 

‘‘(D) WRITTEN APPROVAL FOR SETTLE-
MENTS.—A contractor or other person de-
scribed in subparagraph (A) may not propose 
to negotiate a settlement or compromise of a 
proceeding described in such subparagraph 
without the prior written approval of the 
Secretary to negotiate such settlement or 
compromise. Any indemnification under sub-
paragraph (A) with respect to amounts paid 
under a settlement or compromise of a pro-
ceeding described in such subparagraph are 
conditioned upon prior written approval by 
the Secretary of the final settlement or com-
promise. 

‘‘(E) CONSTRUCTION.—Nothing in this para-
graph shall be construed—

‘‘(i) to change any common law immunity 
that may be available to a medicare admin-
istrative contractor or person described in 
subparagraph (A); or 

‘‘(ii) to permit the payment of costs not 
otherwise allowable, reasonable, or allocable 
under the Federal Acquisition Regulations.’’. 

(2) CONSIDERATION OF INCORPORATION OF 
CURRENT LAW STANDARDS.—In developing 
contract performance requirements under 
section 1874A(b) of the Social Security Act, 
as inserted by paragraph (1), the Secretary 
shall consider inclusion of the performance 
standards described in sections 1816(f)(2) of 
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such Act (relating to timely processing of re-
considerations and applications for exemp-
tions) and section 1842(b)(2)(B) of such Act 
(relating to timely review of determinations 
and fair hearing requests), as such sections 
were in effect before the date of the enact-
ment of this Act. 

(b) CONFORMING AMENDMENTS TO SECTION 
1816 (RELATING TO FISCAL INTERMEDIARIES).—
Section 1816 (42 U.S.C. 1395h) is amended as 
follows: 

(1) The heading is amended to read as fol-
lows: 

‘‘PROVISIONS RELATING TO THE 
ADMINISTRATION OF PART A’’. 

(2) Subsection (a) is amended to read as 
follows: 

‘‘(a) The administration of this part shall 
be conducted through contracts with medi-
care administrative contractors under sec-
tion 1874A.’’. 

(3) Subsection (b) is repealed. 
(4) Subsection (c) is amended—
(A) by striking paragraph (1); and 
(B) in each of paragraphs (2)(A) and (3)(A), 

by striking ‘‘agreement under this section’’ 
and inserting ‘‘contract under section 1874A 
that provides for making payments under 
this part’’. 

(5) Subsections (d) through (i) are repealed. 
(6) Subsections (j) and (k) are each amend-

ed—
(A) by striking ‘‘An agreement with an 

agency or organization under this section’’ 
and inserting ‘‘A contract with a medicare 
administrative contractor under section 
1874A with respect to the administration of 
this part’’; and 

(B) by striking ‘‘such agency or organiza-
tion’’ and inserting ‘‘such medicare adminis-
trative contractor’’ each place it appears. 

(7) Subsection (l) is repealed. 
(c) CONFORMING AMENDMENTS TO SECTION 

1842 (RELATING TO CARRIERS).—Section 1842 
(42 U.S.C. 1395u) is amended as follows: 

(1) The heading is amended to read as fol-
lows: 

‘‘PROVISIONS RELATING TO THE 
ADMINISTRATION OF PART B’’. 

(2) Subsection (a) is amended to read as 
follows: 

‘‘(a) The administration of this part shall 
be conducted through contracts with medi-
care administrative contractors under sec-
tion 1874A.’’. 

(3) Subsection (b) is amended—
(A) by striking paragraph (1); 
(B) in paragraph (2)—
(i) by striking subparagraphs (A) and (B); 
(ii) in subparagraph (C), by striking ‘‘car-

riers’’ and inserting ‘‘medicare administra-
tive contractors’’; and 

(iii) by striking subparagraphs (D) and (E); 
(C) in paragraph (3)—
(i) in the matter before subparagraph (A), 

by striking ‘‘Each such contract shall pro-
vide that the carrier’’ and inserting ‘‘The 
Secretary’’; 

(ii) by striking ‘‘will’’ the first place it ap-
pears in each of subparagraphs (A), (B), (F), 
(G), (H), and (L) and inserting ‘‘shall’’; 

(iii) in subparagraph (B), in the matter be-
fore clause (i), by striking ‘‘to the policy-
holders and subscribers of the carrier’’ and 
inserting ‘‘to the policyholders and sub-
scribers of the medicare administrative con-
tractor’’; 

(iv) by striking subparagraphs (C), (D), and 
(E); 

(v) in subparagraph (H)—
(I) by striking ‘‘if it makes determinations 

or payments with respect to physicians’ 
services,’’ in the matter preceding clause (i); 
and 

(II) by striking ‘‘carrier’’ and inserting 
‘‘medicare administrative contractor’’ in 
clause (i); 

(vi) by striking subparagraph (I); 
(vii) in subparagraph (L), by striking the 

semicolon and inserting a period; 
(viii) in the first sentence, after subpara-

graph (L), by striking ‘‘and shall contain’’ 
and all that follows through the period; and 

(ix) in the seventh sentence, by inserting 
‘‘medicare administrative contractor,’’ after 
‘‘carrier,’’; and 

(D) by striking paragraph (5); 
(E) in paragraph (6)(D)(iv), by striking 

‘‘carrier’’ and inserting ‘‘medicare adminis-
trative contractor’’; and 

(F) in paragraph (7), by striking ‘‘the car-
rier’’ and inserting ‘‘the Secretary’’ each 
place it appears. 

(4) Subsection (c) is amended—
(A) by striking paragraph (1); 
(B) in paragraph (2)(A), by striking ‘‘con-

tract under this section which provides for 
the disbursement of funds, as described in 
subsection (a)(1)(B),’’ and inserting ‘‘con-
tract under section 1874A that provides for 
making payments under this part’’; 

(C) in paragraph (3)(A), by striking ‘‘sub-
section (a)(1)(B)’’ and inserting ‘‘section 
1874A(a)(3)(B)’’; 

(D) in paragraph (4), in the matter pre-
ceding subparagraph (A), by striking ‘‘car-
rier’’ and inserting ‘‘medicare administra-
tive contractor’’; and 

(E) by striking paragraphs (5) and (6). 
(5) Subsections (d), (e), and (f) are repealed. 
(6) Subsection (g) is amended by striking 

‘‘carrier or carriers’’ and inserting ‘‘medi-
care administrative contractor or contrac-
tors’’. 

(7) Subsection (h) is amended—
(A) in paragraph (2)—
(i) by striking ‘‘Each carrier having an 

agreement with the Secretary under sub-
section (a)’’ and inserting ‘‘The Secretary’’; 
and 

(ii) by striking ‘‘Each such carrier’’ and in-
serting ‘‘The Secretary’’; 

(B) in paragraph (3)(A)—
(i) by striking ‘‘a carrier having an agree-

ment with the Secretary under subsection 
(a)’’ and inserting ‘‘medicare administrative 
contractor having a contract under section 
1874A that provides for making payments 
under this part’’; and 

(ii) by striking ‘‘such carrier’’ and insert-
ing ‘‘such contractor’’; 

(C) in paragraph (3)(B)—
(i) by striking ‘‘a carrier’’ and inserting ‘‘a 

medicare administrative contractor’’ each 
place it appears; and 

(ii) by striking ‘‘the carrier’’ and inserting 
‘‘the contractor’’ each place it appears; and 

(D) in paragraphs (5)(A) and (5)(B)(iii), by 
striking ‘‘carriers’’ and inserting ‘‘medicare 
administrative contractors’’ each place it 
appears. 

(8) Subsection (l) is amended—
(A) in paragraph (1)(A)(iii), by striking 

‘‘carrier’’ and inserting ‘‘medicare adminis-
trative contractor’’; and 

(B) in paragraph (2), by striking ‘‘carrier’’ 
and inserting ‘‘medicare administrative con-
tractor’’. 

(9) Subsection (p)(3)(A) is amended by 
striking ‘‘carrier’’ and inserting ‘‘medicare 
administrative contractor’’. 

(10) Subsection (q)(1)(A) is amended by 
striking ‘‘carrier’’. 

(d) EFFECTIVE DATE; TRANSITION RULE.—
(1) EFFECTIVE DATE.—
(A) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amendments 
made by this section shall take effect on Oc-
tober 1, 2004, and the Secretary is authorized 
to take such steps before such date as may 
be necessary to implement such amendments 
on a timely basis. 

(B) CONSTRUCTION FOR CURRENT CON-
TRACTS.—Such amendments shall not apply 
to contracts in effect before the date speci-

fied under subparagraph (A) that continue to 
retain the terms and conditions in effect on 
such date (except as otherwise provided 
under this Act, other than under this sec-
tion) until such date as the contract is let 
out for competitive bidding under such 
amendments. 

(C) DEADLINE FOR COMPETITIVE BIDDING.—
The Secretary shall provide for the letting 
by competitive bidding of all contracts for 
functions of medicare administrative con-
tractors for annual contract periods that 
begin on or after October 1, 2009. 

(D) WAIVER OF PROVIDER NOMINATION PROVI-
SIONS DURING TRANSITION.—During the period 
beginning on the date of the enactment of 
this Act and before the date specified under 
subparagraph (A), the Secretary may enter 
into new agreements under section 1816 of 
the Social Security Act (42 U.S.C. 1395h) 
without regard to any of the provider nomi-
nation provisions of such section. 

(2) GENERAL TRANSITION RULES.—The Sec-
retary shall take such steps, consistent with 
paragraph (1)(B) and (1)(C), as are necessary 
to provide for an appropriate transition from 
contracts under section 1816 and section 1842 
of the Social Security Act (42 U.S.C. 1395h, 
1395u) to contracts under section 1874A, as 
added by subsection (a)(1). 

(3) AUTHORIZING CONTINUATION OF MIP FUNC-
TIONS UNDER CURRENT CONTRACTS AND AGREE-
MENTS AND UNDER ROLLOVER CONTRACTS.—The 
provisions contained in the exception in sec-
tion 1893(d)(2) of the Social Security Act (42 
U.S.C. 1395ddd(d)(2)) shall continue to apply 
notwithstanding the amendments made by 
this section, and any reference in such provi-
sions to an agreement or contract shall be 
deemed to include a contract under section 
1874A of such Act, as inserted by subsection 
(a)(1), that continues the activities referred 
to in such provisions. 

(e) REFERENCES.—On and after the effective 
date provided under subsection (d)(1), any 
reference to a fiscal intermediary or carrier 
under title XI or XVIII of the Social Secu-
rity Act (or any regulation, manual instruc-
tion, interpretative rule, statement of pol-
icy, or guideline issued to carry out such ti-
tles) shall be deemed a reference to an appro-
priate medicare administrative contractor 
(as provided under section 1874A of the So-
cial Security Act). 

(f) REPORTS ON IMPLEMENTATION.—
(1) PLAN FOR IMPLEMENTATION.—By not 

later than October 1, 2003, the Secretary 
shall submit a report to Congress and the 
Comptroller General of the United States 
that describes the plan for implementation 
of the amendments made by this section. 
The Comptroller General shall conduct an 
evaluation of such plan and shall submit to 
Congress, not later than 6 months after the 
date the report is received, a report on such 
evaluation and shall include in such report 
such recommendations as the Comptroller 
General deems appropriate. 

(2) STATUS OF IMPLEMENTATION.—The Sec-
retary shall submit a report to Congress not 
later than October 1, 2007, that describes the 
status of implementation of such amend-
ments and that includes a description of the 
following: 

(A) The number of contracts that have 
been competitively bid as of such date. 

(B) The distribution of functions among 
contracts and contractors. 

(C) A timeline for complete transition to 
full competition. 

(D) A detailed description of how the Sec-
retary has modified oversight and manage-
ment of medicare contractors to adapt to 
full competition. 
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SEC. 812. REQUIREMENTS FOR INFORMATION SE-

CURITY FOR MEDICARE ADMINIS-
TRATIVE CONTRACTORS. 

(a) IN GENERAL.—Section 1874A, as added 
by section 811(a)(1), is amended by adding at 
the end the following new subsection: 

‘‘(e) REQUIREMENTS FOR INFORMATION SECU-
RITY.—

‘‘(1) DEVELOPMENT OF INFORMATION SECU-
RITY PROGRAM.—A medicare administrative 
contractor that performs the functions re-
ferred to in subparagraphs (A) and (B) of sub-
section (a)(4) (relating to determining and 
making payments) shall implement a con-
tractor-wide information security program 
to provide information security for the oper-
ation and assets of the contractor with re-
spect to such functions under this title. An 
information security program under this 
paragraph shall meet the requirements for 
information security programs imposed on 
Federal agencies under section 3534(b)(2) of 
title 44, United States Code (other than re-
quirements under subparagraphs (B)(ii), 
(F)(iii), and (F)(iv) of such section). 

‘‘(2) INDEPENDENT AUDITS.—
‘‘(A) PERFORMANCE OF ANNUAL EVALUA-

TIONS.—Each year a medicare administrative 
contractor that performs the functions re-
ferred to in subparagraphs (A) and (B) of sub-
section (a)(4) (relating to determining and 
making payments) shall undergo an evalua-
tion of the information security of the con-
tractor with respect to such functions under 
this title. The evaluation shall—

‘‘(i) be performed by an entity that meets 
such requirements for independence as the 
Inspector General of the Department of 
Health and Human Services may establish; 
and 

‘‘(ii) test the effectiveness of information 
security control techniques for an appro-
priate subset of the contractor’s information 
systems (as defined in section 3502(8) of title 
44, United States Code) relating to such func-
tions under this title and an assessment of 
compliance with the requirements of this 
subsection and related information security 
policies, procedures, standards and guide-
lines. 

‘‘(B) DEADLINE FOR INITIAL EVALUATION.—
‘‘(i) NEW CONTRACTORS.—In the case of a 

medicare administrative contractor covered 
by this subsection that has not previously 
performed the functions referred to in sub-
paragraphs (A) and (B) of subsection (a)(4) 
(relating to determining and making pay-
ments) as a fiscal intermediary or carrier 
under section 1816 or 1842, the first inde-
pendent evaluation conducted pursuant sub-
paragraph (A) shall be completed prior to 
commencing such functions. 

‘‘(ii) OTHER CONTRACTORS.—In the case of a 
medicare administrative contractor covered 
by this subsection that is not described in 
clause (i), the first independent evaluation 
conducted pursuant subparagraph (A) shall 
be completed within 1 year after the date the 
contractor commences functions referred to 
in clause (i) under this section. 

‘‘(C) REPORTS ON EVALUATIONS.—
‘‘(i) TO THE INSPECTOR GENERAL.—The re-

sults of independent evaluations under sub-
paragraph (A) shall be submitted promptly 
to the Inspector General of the Department 
of Health and Human Services. 

‘‘(ii) TO CONGRESS.—The Inspector General 
of Department of Health and Human Serv-
ices shall submit to Congress annual reports 
on the results of such evaluations.’’. 

(b) APPLICATION OF REQUIREMENTS TO FIS-
CAL INTERMEDIARIES AND CARRIERS.—

(1) IN GENERAL.—The provisions of section 
1874A(e)(2) of the Social Security Act (other 
than subparagraph (B)), as added by sub-
section (a), shall apply to each fiscal inter-
mediary under section 1816 of the Social Se-
curity Act (42 U.S.C. 1395h) and each carrier 

under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(2) DEADLINE FOR INITIAL EVALUATION.—In 
the case of such a fiscal intermediary or car-
rier with an agreement or contract under 
such respective section in effect as of the 
date of the enactment of this Act, the first 
evaluation under section 1874A(e)(2)(A) of the 
Social Security Act (as added by subsection 
(a)), pursuant to paragraph (1), shall be com-
pleted (and a report on the evaluation sub-
mitted to the Secretary) by not later than 1 
year after such date. 

Subtitle C—Education and Outreach 
SEC. 821. PROVIDER EDUCATION AND TECH-

NICAL ASSISTANCE. 
(a) COORDINATION OF EDUCATION FUNDING.—
(1) IN GENERAL.—The Social Security Act is 

amended by inserting after section 1888 the 
following new section: 

‘‘PROVIDER EDUCATION AND TECHNICAL 
ASSISTANCE 

‘‘SEC. 1889. (a) COORDINATION OF EDUCATION 
FUNDING.—The Secretary shall coordinate 
the educational activities provided through 
medicare contractors (as defined in sub-
section (g), including under section 1893) in 
order to maximize the effectiveness of Fed-
eral education efforts for providers of serv-
ices and suppliers.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act. 

(3) REPORT.—Not later than October 1, 2003, 
the Secretary shall submit to Congress a re-
port that includes a description and evalua-
tion of the steps taken to coordinate the 
funding of provider education under section 
1889(a) of the Social Security Act, as added 
by paragraph (1). 

(b) INCENTIVES TO IMPROVE CONTRACTOR 
PERFORMANCE.—

(1) IN GENERAL.—Section 1874A, as added by 
section 811(a)(1) and as amended by section 
812(a), is amended by adding at the end the 
following new subsection: 

‘‘(f) INCENTIVES TO IMPROVE CONTRACTOR 
PERFORMANCE IN PROVIDER EDUCATION AND 
OUTREACH.—In order to give medicare admin-
istrative contractors an incentive to imple-
ment effective education and outreach pro-
grams for providers of services and suppliers, 
the Secretary shall develop and implement a 
methodology to measure the specific claims 
payment error rates of such contractors in 
the processing or reviewing of medicare 
claims.’’. 

(2) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(f) of the Social Security Act, as added 
by paragraph (1), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(3) GAO REPORT ON ADEQUACY OF METHOD-
OLOGY.—Not later than October 1, 2003, the 
Comptroller General of the United States 
shall submit to Congress and to the Sec-
retary a report on the adequacy of the meth-
odology under section 1874A(f) of the Social 
Security Act, as added by paragraph (1), and 
shall include in the report such recommenda-
tions as the Comptroller General determines 
appropriate with respect to the method-
ology. 

(4) REPORT ON USE OF METHODOLOGY IN AS-
SESSING CONTRACTOR PERFORMANCE.—Not 
later than October 1, 2003, the Secretary 
shall submit to Congress a report that de-
scribes how the Secretary intends to use 
such methodology in assessing medicare con-
tractor performance in implementing effec-

tive education and outreach programs, in-
cluding whether to use such methodology as 
a basis for performance bonuses. The report 
shall include an analysis of the sources of 
identified errors and potential changes in 
systems of contractors and rules of the Sec-
retary that could reduce claims error rates. 

(c) PROVISION OF ACCESS TO AND PROMPT 
RESPONSES FROM MEDICARE ADMINISTRATIVE 
CONTRACTORS.—

(1) IN GENERAL.—Section 1874A, as added by 
section 811(a)(1) and as amended by section 
812(a) and subsection (b), is further amended 
by adding at the end the following new sub-
section: 

‘‘(g) COMMUNICATIONS WITH BENEFICIARIES, 
PROVIDERS OF SERVICES AND SUPPLIERS.—

‘‘(1) COMMUNICATION STRATEGY.—The Sec-
retary shall develop a strategy for commu-
nications with individuals entitled to bene-
fits under part A or enrolled under part B, or 
both, and with providers of services and sup-
pliers under this title. 

‘‘(2) RESPONSE TO WRITTEN INQUIRIES.—Each 
medicare administrative contractor shall, 
for those providers of services and suppliers 
which submit claims to the contractor for 
claims processing and for those individuals 
entitled to benefits under part A or enrolled 
under part B, or both, with respect to whom 
claims are submitted for claims processing, 
provide general written responses (which 
may be through electronic transmission) in a 
clear, concise, and accurate manner to in-
quiries of providers of services, suppliers and 
individuals entitled to benefits under part A 
or enrolled under part B, or both, concerning 
the programs under this title within 45 busi-
ness days of the date of receipt of such in-
quiries. 

‘‘(3) RESPONSE TO TOLL-FREE LINES.—The 
Secretary shall ensure that each medicare 
administrative contractor shall provide, for 
those providers of services and suppliers 
which submit claims to the contractor for 
claims processing and for those individuals 
entitled to benefits under part A or enrolled 
under part B, or both, with respect to whom 
claims are submitted for claims processing, a 
toll-free telephone number at which such in-
dividuals, providers of services and suppliers 
may obtain information regarding billing, 
coding, claims, coverage, and other appro-
priate information under this title. 

‘‘(4) MONITORING OF CONTRACTOR RE-
SPONSES.—

‘‘(A) IN GENERAL.—Each medicare adminis-
trative contractor shall, consistent with 
standards developed by the Secretary under 
subparagraph (B)—

‘‘(i) maintain a system for identifying who 
provides the information referred to in para-
graphs (2) and (3); and 

‘‘(ii) monitor the accuracy, consistency, 
and timeliness of the information so pro-
vided. 

‘‘(B) DEVELOPMENT OF STANDARDS.—
‘‘(i) IN GENERAL.—The Secretary shall es-

tablish and make public standards to mon-
itor the accuracy, consistency, and timeli-
ness of the information provided in response 
to written and telephone inquiries under this 
subsection. Such standards shall be con-
sistent with the performance requirements 
established under subsection (b)(3). 

‘‘(ii) EVALUATION.—In conducting evalua-
tions of individual medicare administrative 
contractors, the Secretary shall take into 
account the results of the monitoring con-
ducted under subparagraph (A) taking into 
account as performance requirements the 
standards established under clause (i). The 
Secretary shall, in consultation with organi-
zations representing providers of services, 
suppliers, and individuals entitled to bene-
fits under part A or enrolled under part B, or 
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both, establish standards relating to the ac-
curacy, consistency, and timeliness of the in-
formation so provided. 

‘‘(C) DIRECT MONITORING.—Nothing in this 
paragraph shall be construed as preventing 
the Secretary from directly monitoring the 
accuracy, consistency, and timeliness of the 
information so provided.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect Octo-
ber 1, 2003. 

(3) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(g) of the Social Security Act, as added 
by paragraph (1), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 

(d) IMPROVED PROVIDER EDUCATION AND 
TRAINING.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a), is amended by adding at the 
end the following new subsections: 

‘‘(b) ENHANCED EDUCATION AND TRAINING.—
‘‘(1) ADDITIONAL RESOURCES.—There are au-

thorized to be appropriated to the Secretary 
(in appropriate part from the Federal Hos-
pital Insurance Trust Fund and the Federal 
Supplementary Medical Insurance Trust 
Fund) $25,000,000 for each of fiscal years 2004 
and 2005 and such sums as may be necessary 
for succeeding fiscal years. 

‘‘(2) USE.—The funds made available under 
paragraph (1) shall be used to increase the 
conduct by medicare contractors of edu-
cation and training of providers of services 
and suppliers regarding billing, coding, and 
other appropriate items and may also be 
used to improve the accuracy, consistency, 
and timeliness of contractor responses. 

‘‘(c) TAILORING EDUCATION AND TRAINING 
ACTIVITIES FOR SMALL PROVIDERS OR SUP-
PLIERS.—

‘‘(1) IN GENERAL.—Insofar as a medicare 
contractor conducts education and training 
activities, it shall tailor such activities to 
meet the special needs of small providers of 
services or suppliers (as defined in paragraph 
(2)). 

‘‘(2) SMALL PROVIDER OF SERVICES OR SUP-
PLIER.—In this subsection, the term ‘small 
provider of services or supplier’ means—

‘‘(A) a provider of services with fewer than 
25 full-time-equivalent employees; or 

‘‘(B) a supplier with fewer than 10 full-
time-equivalent employees.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
October 1, 2003. 

(e) REQUIREMENT TO MAINTAIN INTERNET 
SITES.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a) and as amended by subsection 
(d), is further amended by adding at the end 
the following new subsection: 

‘‘(d) INTERNET SITES; FAQS.—The Sec-
retary, and each medicare contractor insofar 
as it provides services (including claims 
processing) for providers of services or sup-
pliers, shall maintain an Internet site 
which—

‘‘(1) provides answers in an easily acces-
sible format to frequently asked questions, 
and 

‘‘(2) includes other published materials of 
the contractor,
that relate to providers of services and sup-
pliers under the programs under this title 
(and title XI insofar as it relates to such pro-
grams).’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
October 1, 2003. 

(f) ADDITIONAL PROVIDER EDUCATION PROVI-
SIONS.—

(1) IN GENERAL.—Section 1889, as added by 
subsection (a) and as amended by subsections 
(d) and (e), is further amended by adding at 
the end the following new subsections: 

‘‘(e) ENCOURAGEMENT OF PARTICIPATION IN 
EDUCATION PROGRAM ACTIVITIES.—A medi-
care contractor may not use a record of at-
tendance at (or failure to attend) edu-
cational activities or other information 
gathered during an educational program con-
ducted under this section or otherwise by the 
Secretary to select or track providers of 
services or suppliers for the purpose of con-
ducting any type of audit or prepayment re-
view. 

‘‘(f) CONSTRUCTION.—Nothing in this sec-
tion or section 1893(g) shall be construed as 
providing for disclosure by a medicare con-
tractor of information that would com-
promise pending law enforcement activities 
or reveal findings of law enforcement-related 
audits. 

‘‘(g) DEFINITIONS.—For purposes of this sec-
tion, the term ‘medicare contractor’ includes 
the following: 

‘‘(1) A medicare administrative contractor 
with a contract under section 1874A, includ-
ing a fiscal intermediary with a contract 
under section 1816 and a carrier with a con-
tract under section 1842. 

‘‘(2) An eligible entity with a contract 
under section 1893.
Such term does not include, with respect to 
activities of a specific provider of services or 
supplier an entity that has no authority 
under this title or title IX with respect to 
such activities and such provider of services 
or supplier.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
the date of the enactment of this Act. 
SEC. 822. SMALL PROVIDER TECHNICAL ASSIST-

ANCE DEMONSTRATION PROGRAM. 
(a) ESTABLISHMENT.—
(1) IN GENERAL.—The Secretary shall estab-

lish a demonstration program (in this sec-
tion referred to as the ‘‘demonstration pro-
gram’’) under which technical assistance de-
scribed in paragraph (2) is made available, 
upon request and on a voluntary basis, to 
small providers of services or suppliers in 
order to improve compliance with the appli-
cable requirements of the programs under 
medicare program under title XVIII of the 
Social Security Act (including provisions of 
title XI of such Act insofar as they relate to 
such title and are not administered by the 
Office of the Inspector General of the Depart-
ment of Health and Human Services). 

(2) FORMS OF TECHNICAL ASSISTANCE.—The 
technical assistance described in this para-
graph is—

(A) evaluation and recommendations re-
garding billing and related systems; and 

(B) information and assistance regarding 
policies and procedures under the medicare 
program, including coding and reimburse-
ment. 

(3) SMALL PROVIDERS OF SERVICES OR SUP-
PLIERS.—In this section, the term ‘‘small 
providers of services or suppliers’’ means—

(A) a provider of services with fewer than 
25 full-time-equivalent employees; or 

(B) a supplier with fewer than 10 full-time-
equivalent employees. 

(b) QUALIFICATION OF CONTRACTORS.—In 
conducting the demonstration program, the 
Secretary shall enter into contracts with 
qualified organizations (such as peer review 
organizations or entities described in section 
1889(g)(2) of the Social Security Act, as in-
serted by section 5(f)(1)) with appropriate ex-
pertise with billing systems of the full range 
of providers of services and suppliers to pro-
vide the technical assistance. In awarding 
such contracts, the Secretary shall consider 
any prior investigations of the entity’s work 

by the Inspector General of Department of 
Health and Human Services or the Comp-
troller General of the United States. 

(c) DESCRIPTION OF TECHNICAL ASSIST-
ANCE.—The technical assistance provided 
under the demonstration program shall in-
clude a direct and in-person examination of 
billing systems and internal controls of 
small providers of services or suppliers to de-
termine program compliance and to suggest 
more efficient or effective means of achiev-
ing such compliance. 

(d) AVOIDANCE OF RECOVERY ACTIONS FOR 
PROBLEMS IDENTIFIED AS CORRECTED.—The 
Secretary shall provide that, absent evidence 
of fraud and notwithstanding any other pro-
vision of law, any errors found in a compli-
ance review for a small provider of services 
or supplier that participates in the dem-
onstration program shall not be subject to 
recovery action if the technical assistance 
personnel under the program determine 
that—

(1) the problem that is the subject of the 
compliance review has been corrected to 
their satisfaction within 30 days of the date 
of the visit by such personnel to the small 
provider of services or supplier; and 

(2) such problem remains corrected for 
such period as is appropriate.
The previous sentence applies only to claims 
filed as part of the demonstration program 
and lasts only for the duration of such pro-
gram and only as long as the small provider 
of services or supplier is a participant in 
such program. 

(e) GAO EVALUATION.—Not later than 2 
years after the date of the date the dem-
onstration program is first implemented, the 
Comptroller General, in consultation with 
the Inspector General of the Department of 
Health and Human Services, shall conduct 
an evaluation of the demonstration program. 
The evaluation shall include a determination 
of whether claims error rates are reduced for 
small providers of services or suppliers who 
participated in the program and the extent 
of improper payments made as a result of the 
demonstration program. The Comptroller 
General shall submit a report to the Sec-
retary and the Congress on such evaluation 
and shall include in such report rec-
ommendations regarding the continuation or 
extension of the demonstration program. 

(f) FINANCIAL PARTICIPATION BY PRO-
VIDERS.—The provision of technical assist-
ance to a small provider of services or sup-
plier under the demonstration program is 
conditioned upon the small provider of serv-
ices or supplier paying an amount estimated 
(and disclosed in advance of a provider’s or 
supplier’s participation in the program) to be 
equal to 25 percent of the cost of the tech-
nical assistance. 

(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to 
the Secretary (in appropriate part from the 
Federal Hospital Insurance Trust Fund and 
the Federal Supplementary Medical Insur-
ance Trust Fund) to carry out the dem-
onstration program— 

(1) for fiscal year 2004, $1,000,000, and 
(2) for fiscal year 2005, $6,000,000. 

SEC. 823. MEDICARE PROVIDER OMBUDSMAN; 
MEDICARE BENEFICIARY OMBUDS-
MAN. 

(a) MEDICARE PROVIDER OMBUDSMAN.—Sec-
tion 1868 (42 U.S.C. 1395ee) is amended—

(1) by adding at the end of the heading the 
following: ‘‘; MEDICARE PROVIDER OMBUDS-
MAN’’; 

(2) by inserting ‘‘PRACTICING PHYSICIANS 
ADVISORY COUNCIL.—(1)’’ after ‘‘(a)’’; 

(3) in paragraph (1), as so redesignated 
under paragraph (2), by striking ‘‘in this sec-
tion’’ and inserting ‘‘in this subsection’’; 

(4) by redesignating subsections (b) and (c) 
as paragraphs (2) and (3), respectively; and 
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(5) by adding at the end the following new 

subsection: 
‘‘(b) MEDICARE PROVIDER OMBUDSMAN.—The 

Secretary shall appoint within the Depart-
ment of Health and Human Services a Medi-
care Provider Ombudsman. The Ombudsman 
shall—

‘‘(1) provide assistance, on a confidential 
basis, to providers of services and suppliers 
with respect to complaints, grievances, and 
requests for information concerning the pro-
grams under this title (including provisions 
of title XI insofar as they relate to this title 
and are not administered by the Office of the 
Inspector General of the Department of 
Health and Human Services) and in the reso-
lution of unclear or conflicting guidance 
given by the Secretary and medicare con-
tractors to such providers of services and 
suppliers regarding such programs and provi-
sions and requirements under this title and 
such provisions; and 

‘‘(2) submit recommendations to the Sec-
retary for improvement in the administra-
tion of this title and such provisions, includ-
ing—

‘‘(A) recommendations to respond to recur-
ring patterns of confusion in this title and 
such provisions (including recommendations 
regarding suspending imposition of sanctions 
where there is widespread confusion in pro-
gram administration), and 

‘‘(B) recommendations to provide for an 
appropriate and consistent response (includ-
ing not providing for audits) in cases of self-
identified overpayments by providers of serv-
ices and suppliers.
The Ombudsman shall not serve as an advo-
cate for any increases in payments or new 
coverage of services, but may identify issues 
and problems in payment or coverage poli-
cies.’’. 

(b) MEDICARE BENEFICIARY OMBUDSMAN.—
Title XVIII, as amended by sections 105 and 
701, is amended by inserting after section 
1808 the following new section: 

‘‘MEDICARE BENEFICIARY OMBUDSMAN 
‘‘SEC. 1809. (a) IN GENERAL.—The Secretary 

shall appoint within the Department of 
Health and Human Services a Medicare Ben-
eficiary Ombudsman who shall have exper-
tise and experience in the fields of health 
care and education of (and assistance to) in-
dividuals entitled to benefits under this 
title. 

‘‘(b) DUTIES.—The Medicare Beneficiary 
Ombudsman shall—

‘‘(1) receive complaints, grievances, and re-
quests for information submitted by individ-
uals entitled to benefits under part A or en-
rolled under part B, or both, with respect to 
any aspect of the medicare program; 

‘‘(2) provide assistance with respect to 
complaints, grievances, and requests referred 
to in paragraph (1), including—

‘‘(A) assistance in collecting relevant in-
formation for such individuals, to seek an 
appeal of a decision or determination made 
by a fiscal intermediary, carrier, 
Medicare+Choice organization, or the Sec-
retary; and 

‘‘(B) assistance to such individuals with 
any problems arising from disenrollment 
from a Medicare+Choice plan under part C; 
and 

‘‘(3) submit annual reports to Congress and 
the Secretary that describe the activities of 
the Office and that include such rec-
ommendations for improvement in the ad-
ministration of this title as the Ombudsman 
determines appropriate.
The Ombudsman shall not serve as an advo-
cate for any increases in payments or new 
coverage of services, but may identify issues 
and problems in payment or coverage poli-
cies. 

‘‘(c) WORKING WITH HEALTH INSURANCE 
COUNSELING PROGRAMS.—To the extent pos-

sible, the Ombudsman shall work with 
health insurance counseling programs (re-
ceiving funding under section 4360 of Omni-
bus Budget Reconciliation Act of 1990) to fa-
cilitate the provision of information to indi-
viduals entitled to benefits under part A or 
enrolled under part B, or both regarding 
Medicare+Choice plans and changes to those 
plans. Nothing in this subsection shall pre-
clude further collaboration between the Om-
budsman and such programs.’’. 

(c) DEADLINE FOR APPOINTMENT.—The Sec-
retary shall appoint the Medicare Provider 
Ombudsman and the Medicare Beneficiary 
Ombudsman, under the amendments made by 
subsections (a) and (b), respectively, by not 
later than 1 year after the date of the enact-
ment of this Act. 

(d) FUNDING.—There are authorized to be 
appropriated to the Secretary (in appro-
priate part from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund) to 
carry out the provisions of subsection (b) of 
section 1868 of the Social Security Act (relat-
ing to the Medicare Provider Ombudsman), 
as added by subsection (a)(5) and section 1809 
of such Act (relating to the Medicare Bene-
ficiary Ombudsman), as added by subsection 
(b), such sums as are necessary for fiscal 
year 2003 and each succeeding fiscal year. 

(e) USE OF CENTRAL, TOLL-FREE NUMBER (1-
800-MEDICARE).—

(1) PHONE TRIAGE SYSTEM; LISTING IN MEDI-
CARE HANDBOOK INSTEAD OF OTHER TOLL-FREE 
NUMBERS.—Section 1804(b) (42 U.S.C. 1395b–
2(b)) is amended by adding at the end the fol-
lowing: ‘‘The Secretary shall provide, 
through the toll-free number 1-800-MEDI-
CARE, for a means by which individuals 
seeking information about, or assistance 
with, such programs who phone such toll-
free number are transferred (without charge) 
to appropriate entities for the provision of 
such information or assistance. Such toll-
free number shall be the toll-free number 
listed for general information and assistance 
in the annual notice under subsection (a) in-
stead of the listing of numbers of individual 
contractors.’’. 

(2) MONITORING ACCURACY.—
(A) STUDY.—The Comptroller General of 

the United States shall conduct a study to 
monitor the accuracy and consistency of in-
formation provided to individuals entitled to 
benefits under part A or enrolled under part 
B, or both, through the toll-free number 1-
800-MEDICARE, including an assessment of 
whether the information provided is suffi-
cient to answer questions of such individ-
uals. In conducting the study, the Comp-
troller General shall examine the education 
and training of the individuals providing in-
formation through such number. 

(B) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subparagraph (A). 
SEC. 824. BENEFICIARY OUTREACH DEMONSTRA-

TION PROGRAM. 
(a) IN GENERAL.—The Secretary shall es-

tablish a demonstration program (in this 
section referred to as the ‘‘demonstration 
program’’) under which medicare specialists 
employed by the Department of Health and 
Human Services provide advice and assist-
ance to individuals entitled to benefits under 
part A of title XVIII of the Social Security 
Act, or enrolled under part B of such title, or 
both, regarding the medicare program at the 
location of existing local offices of the Social 
Security Administration. 

(b) LOCATIONS.—
(1) IN GENERAL.—The demonstration pro-

gram shall be conducted in at least 6 offices 
or areas. Subject to paragraph (2), in select-
ing such offices and areas, the Secretary 

shall provide preference for offices with a 
high volume of visits by individuals referred 
to in subsection (a). 

(2) ASSISTANCE FOR RURAL BENEFICIARIES.—
The Secretary shall provide for the selection 
of at least 2 rural areas to participate in the 
demonstration program. In conducting the 
demonstration program in such rural areas, 
the Secretary shall provide for medicare spe-
cialists to travel among local offices in a 
rural area on a scheduled basis. 

(c) DURATION.—The demonstration pro-
gram shall be conducted over a 3-year period. 

(d) EVALUATION AND REPORT.—
(1) EVALUATION.—The Secretary shall pro-

vide for an evaluation of the demonstration 
program. Such evaluation shall include an 
analysis of—

(A) utilization of, and satisfaction of those 
individuals referred to in subsection (a) with, 
the assistance provided under the program; 
and 

(B) the cost-effectiveness of providing ben-
eficiary assistance through out-stationing 
medicare specialists at local offices of the 
Social Security Administration. 

(2) REPORT.—The Secretary shall submit to 
Congress a report on such evaluation and 
shall include in such report recommenda-
tions regarding the feasibility of perma-
nently out-stationing medicare specialists at 
local offices of the Social Security Adminis-
tration.

Subtitle D—Appeals and Recovery 
SEC. 831. TRANSFER OF RESPONSIBILITY FOR 

MEDICARE APPEALS. 
(a) TRANSITION PLAN.—
(1) IN GENERAL.—Not later than October 1, 

2003, the Commissioner of Social Security 
and the Secretary shall develop and transmit 
to Congress and the Comptroller General of 
the United States a plan under which the 
functions of administrative law judges re-
sponsible for hearing cases under title XVIII 
of the Social Security Act (and related pro-
visions in title XI of such Act) are trans-
ferred from the responsibility of the Com-
missioner and the Social Security Adminis-
tration to the Secretary and the Department 
of Health and Human Services. 

(2) GAO EVALUATION.—The Comptroller 
General of the United States shall evaluate 
the plan and, not later than the date that is 
6 months after the date on which the plan is 
received by the Comptroller General, shall 
submit to Congress a report on such evalua-
tion. 

(b) TRANSFER OF ADJUDICATION AUTHOR-
ITY.—

(1) IN GENERAL.—Not earlier than July 1, 
2004, and not later than October 1, 2004, the 
Commissioner of Social Security and the 
Secretary shall implement the transition 
plan under subsection (a) and transfer the 
administrative law judge functions described 
in such subsection from the Social Security 
Administration to the Secretary. 

(2) ASSURING INDEPENDENCE OF JUDGES.—
The Secretary shall assure the independence 
of administrative law judges performing the 
administrative law judge functions trans-
ferred under paragraph (1) from the Centers 
for Medicare & Medicaid Services and its 
contractors. 

(3) GEOGRAPHIC DISTRIBUTION.—The Sec-
retary shall provide for an appropriate geo-
graphic distribution of administrative law 
judges performing the administrative law 
judge functions transferred under paragraph 
(1) throughout the United States to ensure 
timely access to such judges. 

(4) HIRING AUTHORITY.—Subject to the 
amounts provided in advance in appropria-
tions Act, the Secretary shall have authority 
to hire administrative law judges to hear 
such cases, giving priority to those judges 
with prior experience in handling medicare 
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appeals and in a manner consistent with 
paragraph (3), and to hire support staff for 
such judges. 

(5) FINANCING.—Amounts payable under 
law to the Commissioner for administrative 
law judges performing the administrative 
law judge functions transferred under para-
graph (1) from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund shall 
become payable to the Secretary for the 
functions so transferred. 

(6) SHARED RESOURCES.—The Secretary 
shall enter into such arrangements with the 
Commissioner as may be appropriate with 
respect to transferred functions of adminis-
trative law judges to share office space, sup-
port staff, and other resources, with appro-
priate reimbursement from the Trust Funds 
described in paragraph (5). 

(c) INCREASED FINANCIAL SUPPORT.—In ad-
dition to any amounts otherwise appro-
priated, to ensure timely action on appeals 
before administrative law judges and the De-
partmental Appeals Board consistent with 
section 1869 of the Social Security Act (as 
amended by section 521 of BIPA, 114 Stat. 
2763A–534), there are authorized to be appro-
priated (in appropriate part from the Federal 
Hospital Insurance Trust Fund and the Fed-
eral Supplementary Medical Insurance Trust 
Fund) to the Secretary such sums as are nec-
essary for fiscal year 2004 and each subse-
quent fiscal year to—

(1) increase the number of administrative 
law judges (and their staffs) under subsection 
(b)(4); 

(2) improve education and training oppor-
tunities for administrative law judges (and 
their staffs); and 

(3) increase the staff of the Departmental 
Appeals Board. 

(d) CONFORMING AMENDMENT.—Section 
1869(f)(2)(A)(i) (42 U.S.C. 1395ff(f)(2)(A)(i)), as 
added by section 522(a) of BIPA (114 Stat. 
2763A–543), is amended by striking ‘‘of the 
Social Security Administration’’. 
SEC. 832. PROCESS FOR EXPEDITED ACCESS TO 

REVIEW. 
(a) EXPEDITED ACCESS TO JUDICIAL RE-

VIEW.—Section 1869(b) (42 U.S.C. 1395ff(b)) as 
amended by BIPA, is amended—

(1) in paragraph (1)(A), by inserting ‘‘, sub-
ject to paragraph (2),’’ before ‘‘to judicial re-
view of the Secretary’s final decision’’; 

(2) in paragraph (1)(F)—
(A) by striking clause (ii); 
(B) by striking ‘‘PROCEEDING’’ and all that 

follows through ‘‘DETERMINATION’’ and in-
serting ‘‘DETERMINATIONS AND RECONSIDER-
ATIONS’’; and 

(C) by redesignating subclauses (I) and (II) 
as clauses (i) and (ii) and by moving the in-
dentation of such subclauses (and the matter 
that follows) 2 ems to the left; and 

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

‘‘(2) EXPEDITED ACCESS TO JUDICIAL RE-
VIEW.—

‘‘(A) IN GENERAL.—The Secretary shall es-
tablish a process under which a provider of 
services or supplier that furnishes an item or 
service or an individual entitled to benefits 
under part A or enrolled under part B, or 
both, who has filed an appeal under para-
graph (1) may obtain access to judicial re-
view when a review panel (described in sub-
paragraph (D)), on its own motion or at the 
request of the appellant, determines that no 
entity in the administrative appeals process 
has the authority to decide the question of 
law or regulation relevant to the matters in 
controversy and that there is no material 
issue of fact in dispute. The appellant may 
make such request only once with respect to 
a question of law or regulation in a case of 
an appeal. 

‘‘(B) PROMPT DETERMINATIONS.—If, after or 
coincident with appropriately filing a re-
quest for an administrative hearing, the ap-
pellant requests a determination by the ap-
propriate review panel that no review panel 
has the authority to decide the question of 
law or regulations relevant to the matters in 
controversy and that there is no material 
issue of fact in dispute and if such request is 
accompanied by the documents and mate-
rials as the appropriate review panel shall 
require for purposes of making such deter-
mination, such review panel shall make a de-
termination on the request in writing within 
60 days after the date such review panel re-
ceives the request and such accompanying 
documents and materials. Such a determina-
tion by such review panel shall be considered 
a final decision and not subject to review by 
the Secretary. 

‘‘(C) ACCESS TO JUDICIAL REVIEW.—
‘‘(i) IN GENERAL.—If the appropriate review 

panel—
‘‘(I) determines that there are no material 

issues of fact in dispute and that the only 
issue is one of law or regulation that no re-
view panel has the authority to decide; or 

‘‘(II) fails to make such determination 
within the period provided under subpara-
graph (B);

then the appellant may bring a civil action 
as described in this subparagraph. 

‘‘(ii) DEADLINE FOR FILING.—Such action 
shall be filed, in the case described in—

‘‘(I) clause (i)(I), within 60 days of date of 
the determination described in such subpara-
graph; or 

‘‘(II) clause (i)(II), within 60 days of the end 
of the period provided under subparagraph 
(B) for the determination. 

‘‘(iii) VENUE.—Such action shall be brought 
in the district court of the United States for 
the judicial district in which the appellant is 
located (or, in the case of an action brought 
jointly by more than one applicant, the judi-
cial district in which the greatest number of 
applicants are located) or in the district 
court for the District of Columbia. 

‘‘(iv) INTEREST ON AMOUNTS IN CON-
TROVERSY.—Where a provider of services or 
supplier seeks judicial review pursuant to 
this paragraph, the amount in controversy 
shall be subject to annual interest beginning 
on the first day of the first month beginning 
after the 60-day period as determined pursu-
ant to clause (ii) and equal to the rate of in-
terest on obligations issued for purchase by 
the Federal Hospital Insurance Trust Fund 
and by the Federal Supplementary Medical 
Insurance Trust Fund for the month in 
which the civil action authorized under this 
paragraph is commenced, to be awarded by 
the reviewing court in favor of the prevailing 
party. No interest awarded pursuant to the 
preceding sentence shall be deemed income 
or cost for the purposes of determining reim-
bursement due providers of services or sup-
pliers under this Act. 

‘‘(D) REVIEW PANELS.—For purposes of this 
subsection, a ‘review panel’ is a panel con-
sisting of 3 members (who shall be adminis-
trative law judges, members of the Depart-
mental Appeals Board, or qualified individ-
uals associated with a qualified independent 
contractor (as defined in subsection (c)(2)) or 
with another independent entity) designated 
by the Secretary for purposes of making de-
terminations under this paragraph.’’. 

(b) APPLICATION TO PROVIDER AGREEMENT 
DETERMINATIONS.—Section 1866(h)(1) (42 
U.S.C. 1395cc(h)(1)) is amended—

(1) by inserting ‘‘(A)’’ after ‘‘(h)(1)’’; and 
(2) by adding at the end the following new 

subparagraph: 
‘‘(B) An institution or agency described in 

subparagraph (A) that has filed for a hearing 
under subparagraph (A) shall have expedited 

access to judicial review under this subpara-
graph in the same manner as providers of 
services, suppliers, and individuals entitled 
to benefits under part A or enrolled under 
part B, or both, may obtain expedited access 
to judicial review under the process estab-
lished under section 1869(b)(2). Nothing in 
this subparagraph shall be construed to af-
fect the application of any remedy imposed 
under section 1819 during the pendency of an 
appeal under this subparagraph.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to appeals 
filed on or after October 1, 2003. 

(d) EXPEDITED REVIEW OF CERTAIN PRO-
VIDER AGREEMENT DETERMINATIONS.—

(1) TERMINATION AND CERTAIN OTHER IMME-
DIATE REMEDIES.—The Secretary shall de-
velop and implement a process to expedite 
proceedings under sections 1866(h) of the So-
cial Security Act (42 U.S.C. 1395cc(h)) in 
which the remedy of termination of partici-
pation, or a remedy described in clause (i) or 
(iii) of section 1819(h)(2)(B) of such Act (42 
U.S.C. 1395i–3(h)(2)(B)) which is applied on an 
immediate basis, has been imposed. Under 
such process priority shall be provided in 
cases of termination. 

(2) INCREASED FINANCIAL SUPPORT.—In addi-
tion to any amounts otherwise appropriated, 
to reduce by 50 percent the average time for 
administrative determinations on appeals 
under section 1866(h) of the Social Security 
Act (42 U.S.C. 1395cc(h)), there are authorized 
to be appropriated (in appropriate part from 
the Federal Hospital Insurance Trust Fund 
and the Federal Supplementary Medical In-
surance Trust Fund) to the Secretary such 
additional sums for fiscal year 2004 and each 
subsequent fiscal year as may be necessary. 
The purposes for which such amounts are 
available include increasing the number of 
administrative law judges (and their staffs) 
and the appellate level staff at the Depart-
mental Appeals Board of the Department of 
Health and Human Services and educating 
such judges and staffs on long-term care 
issues. 

SEC. 833. REVISIONS TO MEDICARE APPEALS 
PROCESS. 

(a) REQUIRING FULL AND EARLY PRESEN-
TATION OF EVIDENCE.—

(1) IN GENERAL.—Section 1869(b) (42 U.S.C. 
1395ff(b)), as amended by BIPA and as amend-
ed by section 832(a), is further amended by 
adding at the end the following new para-
graph: 

‘‘(3) REQUIRING FULL AND EARLY PRESEN-
TATION OF EVIDENCE BY PROVIDERS.—A pro-
vider of services or supplier may not intro-
duce evidence in any appeal under this sec-
tion that was not presented at the reconsid-
eration conducted by the qualified inde-
pendent contractor under subsection (c), un-
less there is good cause which precluded the 
introduction of such evidence at or before 
that reconsideration.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall take effect on 
October 1, 2003. 

(b) USE OF PATIENTS’ MEDICAL RECORDS.—
Section 1869(c)(3)(B)(i) (42 U.S.C. 
1395ff(c)(3)(B)(i)), as amended by BIPA, is 
amended by inserting ‘‘(including the med-
ical records of the individual involved)’’ 
after ‘‘clinical experience’’. 

(c) NOTICE REQUIREMENTS FOR MEDICARE 
APPEALS.— 

(1) INITIAL DETERMINATIONS AND REDETER-
MINATIONS.—Section 1869(a) (42 U.S.C. 
1395ff(a)), as amended by BIPA, is amended 
by adding at the end the following new para-
graph: 

‘‘(4) REQUIREMENTS OF NOTICE OF DETER-
MINATIONS AND REDETERMINATIONS.—A writ-
ten notice of a determination on an initial 
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determination or on a redetermination, inso-
far as such determination or redetermina-
tion results in a denial of a claim for bene-
fits, shall include—

‘‘(A) the specific reasons for the deter-
mination, including—

‘‘(i) upon request, the provision of the pol-
icy, manual, or regulation used in making 
the determination; and 

‘‘(ii) as appropriate in the case of a redeter-
mination, a summary of the clinical or sci-
entific evidence used in making the deter-
mination; 

‘‘(B) the procedures for obtaining addi-
tional information concerning the deter-
mination or redetermination; and 

‘‘(C) notification of the right to seek a re-
determination or otherwise appeal the deter-
mination and instructions on how to initiate 
such a redetermination or appeal under this 
section.
The written notice on a redetermination 
shall be provided in printed form and written 
in a manner calculated to be understood by 
the individual entitled to benefits under part 
A or enrolled under part B, or both.’’. 

(2) RECONSIDERATIONS.—Section 
1869(c)(3)(E) (42 U.S.C. 1395ff(c)(3)(E)), as 
amended by BIPA, is amended—

(A) by inserting ‘‘be written in a manner 
calculated to be understood by the individual 
entitled to benefits under part A or enrolled 
under part B, or both, and shall include (to 
the extent appropriate)’’ after ‘‘in writing, ’’; 
and 

(B) by inserting ‘‘and a notification of the 
right to appeal such determination and in-
structions on how to initiate such appeal 
under this section’’ after ‘‘such decision, ’’. 

(3) APPEALS.—Section 1869(d) (42 U.S.C. 
1395ff(d)), as amended by BIPA, is amended—

(A) in the heading, by inserting ‘‘; NOTICE’’ 
after ‘‘SECRETARY’’; and 

(B) by adding at the end the following new 
paragraph: 

‘‘(4) NOTICE.—Notice of the decision of an 
administrative law judge shall be in writing 
in a manner calculated to be understood by 
the individual entitled to benefits under part 
A or enrolled under part B, or both, and shall 
include—

‘‘(A) the specific reasons for the determina-
tion (including, to the extent appropriate, a 
summary of the clinical or scientific evi-
dence used in making the determination); 

‘‘(B) the procedures for obtaining addi-
tional information concerning the decision; 
and 

‘‘(C) notification of the right to appeal the 
decision and instructions on how to initiate 
such an appeal under this section.’’. 

(4) SUBMISSION OF RECORD FOR APPEAL.—
Section 1869(c)(3)(J)(i) (42 U.S.C. 
1395ff(c)(3)(J)(i)) by striking ‘‘prepare’’ and 
inserting ‘‘submit’’ and by striking ‘‘with re-
spect to’’ and all that follows through ‘‘and 
relevant policies’’. 

(d) QUALIFIED INDEPENDENT CONTRAC-
TORS.—

(1) ELIGIBILITY REQUIREMENTS OF QUALIFIED 
INDEPENDENT CONTRACTORS.—Section 
1869(c)(3) (42 U.S.C. 1395ff(c)(3)), as amended 
by BIPA, is amended—

(A) in subparagraph (A), by striking ‘‘suffi-
cient training and expertise in medical 
science and legal matters’’ and inserting 
‘‘sufficient medical, legal, and other exper-
tise (including knowledge of the program 
under this title) and sufficient staffing’’; and 

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

‘‘(K) INDEPENDENCE REQUIREMENTS.—
‘‘(i) IN GENERAL.—Subject to clause (ii), a 

qualified independent contractor shall not 
conduct any activities in a case unless the 
entity—

‘‘(I) is not a related party (as defined in 
subsection (g)(5)); 

‘‘(II) does not have a material familial, fi-
nancial, or professional relationship with 
such a party in relation to such case; and 

‘‘(III) does not otherwise have a conflict of 
interest with such a party. 

‘‘(ii) EXCEPTION FOR REASONABLE COMPENSA-
TION.—Nothing in clause (i) shall be con-
strued to prohibit receipt by a qualified inde-
pendent contractor of compensation from 
the Secretary for the conduct of activities 
under this section if the compensation is 
provided consistent with clause (iii). 

‘‘(iii) LIMITATIONS ON ENTITY COMPENSA-
TION.—Compensation provided by the Sec-
retary to a qualified independent contractor 
in connection with reviews under this sec-
tion shall not be contingent on any decision 
rendered by the contractor or by any review-
ing professional.’’. 

(2) ELIGIBILITY REQUIREMENTS FOR REVIEW-
ERS.—Section 1869 (42 U.S.C. 1395ff), as 
amended by BIPA, is amended—

(A) by amending subsection (c)(3)(D) to 
read as follows: 

‘‘(D) QUALIFICATIONS FOR REVIEWERS.—The 
requirements of subsection (g) shall be met 
(relating to qualifications of reviewing pro-
fessionals).’’; and 

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

‘‘(g) QUALIFICATIONS OF REVIEWERS.—
‘‘(1) IN GENERAL.—In reviewing determina-

tions under this section, a qualified inde-
pendent contractor shall assure that—

‘‘(A) each individual conducting a review 
shall meet the qualifications of paragraph 
(2); 

‘‘(B) compensation provided by the con-
tractor to each such reviewer is consistent 
with paragraph (3); and 

‘‘(C) in the case of a review by a panel de-
scribed in subsection (c)(3)(B) composed of 
physicians or other health care professionals 
(each in this subsection referred to as a ‘re-
viewing professional’), each reviewing profes-
sional meets the qualifications described in 
paragraph (4) and, where a claim is regarding 
the furnishing of treatment by a physician 
(allopathic or osteopathic) or the provision 
of items or services by a physician 
(allopathic or osteopathic), each reviewing 
professional shall be a physician (allopathic 
or osteopathic). 

‘‘(2) INDEPENDENCE.—
‘‘(A) IN GENERAL.—Subject to subparagraph 

(B), each individual conducting a review in a 
case shall—

‘‘(i) not be a related party (as defined in 
paragraph (5)); 

‘‘(ii) not have a material familial, finan-
cial, or professional relationship with such a 
party in the case under review; and 

‘‘(iii) not otherwise have a conflict of in-
terest with such a party. 

‘‘(B) EXCEPTION.—Nothing in subparagraph 
(A) shall be construed to—

‘‘(i) prohibit an individual, solely on the 
basis of a participation agreement with a fis-
cal intermediary, carrier, or other con-
tractor, from serving as a reviewing profes-
sional if—

‘‘(I) the individual is not involved in the 
provision of items or services in the case 
under review; 

‘‘(II) the fact of such an agreement is dis-
closed to the Secretary and the individual 
entitled to benefits under part A or enrolled 
under part B, or both, (or authorized rep-
resentative) and neither party objects; and 

‘‘(III) the individual is not an employee of 
the intermediary, carrier, or contractor and 
does not provide services exclusively or pri-
marily to or on behalf of such intermediary, 
carrier, or contractor; 

‘‘(ii) prohibit an individual who has staff 
privileges at the institution where the treat-
ment involved takes place from serving as a 
reviewer merely on the basis of having such 

staff privileges if the existence of such privi-
leges is disclosed to the Secretary and such 
individual (or authorized representative), 
and neither party objects; or 

‘‘(iii) prohibit receipt of compensation by a 
reviewing professional from a contractor if 
the compensation is provided consistent with 
paragraph (3). 
For purposes of this paragraph, the term 
‘participation agreement’ means an agree-
ment relating to the provision of health care 
services by the individual and does not in-
clude the provision of services as a reviewer 
under this subsection. 

‘‘(3) LIMITATIONS ON REVIEWER COMPENSA-
TION.—Compensation provided by a qualified 
independent contractor to a reviewer in con-
nection with a review under this section 
shall not be contingent on the decision ren-
dered by the reviewer. 

‘‘(4) LICENSURE AND EXPERTISE.—Each re-
viewing professional shall be—

‘‘(A) a physician (allopathic or osteo-
pathic) who is appropriately credentialed or 
licensed in one or more States to deliver 
health care services and has medical exper-
tise in the field of practice that is appro-
priate for the items or services at issue; or 

‘‘(B) a health care professional who is le-
gally authorized in one or more States (in 
accordance with State law or the State regu-
latory mechanism provided by State law) to 
furnish the health care items or services at 
issue and has medical expertise in the field 
of practice that is appropriate for such items 
or services. 

‘‘(5) RELATED PARTY DEFINED.—For pur-
poses of this section, the term ‘related party’ 
means, with respect to a case under this title 
involving a specific individual entitled to 
benefits under part A or enrolled under part 
B, or both, any of the following: 

‘‘(A) The Secretary, the medicare adminis-
trative contractor involved, or any fiduciary, 
officer, director, or employee of the Depart-
ment of Health and Human Services, or of 
such contractor. 

‘‘(B) The individual (or authorized rep-
resentative). 

‘‘(C) The health care professional that pro-
vides the items or services involved in the 
case. 

‘‘(D) The institution at which the items or 
services (or treatment) involved in the case 
are provided. 

‘‘(E) The manufacturer of any drug or 
other item that is included in the items or 
services involved in the case. 

‘‘(F) Any other party determined under 
any regulations to have a substantial inter-
est in the case involved.’’. 

(3) EFFECTIVE DATE.—The amendments 
made by paragraphs (1) and (2) shall be effec-
tive as if included in the enactment of the 
respective provisions of subtitle C of title V 
of BIPA, (114 Stat. 2763A–534). 

(4) TRANSITION.—In applying section 1869(g) 
of the Social Security Act (as added by para-
graph (2)), any reference to a medicare ad-
ministrative contractor shall be deemed to 
include a reference to a fiscal intermediary 
under section 1816 of the Social Security Act 
(42 U.S.C. 1395h) and a carrier under section 
1842 of such Act (42 U.S.C. 1395u). 
SEC. 834. PREPAYMENT REVIEW. 

(a) IN GENERAL.—Section 1874A, as added 
by section 811(a)(1) and as amended by sec-
tions 812(b), 821(b)(1), and 821(c)(1), is further 
amended by adding at the end the following 
new subsection: 

‘‘(h) CONDUCT OF PREPAYMENT REVIEW.—
‘‘(1) CONDUCT OF RANDOM PREPAYMENT RE-

VIEW.—
‘‘(A) IN GENERAL.—A medicare administra-

tive contractor may conduct random prepay-
ment review only to develop a contractor-
wide or program-wide claims payment error 
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rates or under such additional circumstances 
as may be provided under regulations, devel-
oped in consultation with providers of serv-
ices and suppliers. 

‘‘(B) USE OF STANDARD PROTOCOLS WHEN 
CONDUCTING PREPAYMENT REVIEWS.—When a 
medicare administrative contractor con-
ducts a random prepayment review, the con-
tractor may conduct such review only in ac-
cordance with a standard protocol for ran-
dom prepayment audits developed by the 
Secretary. 

‘‘(C) CONSTRUCTION.—Nothing in this para-
graph shall be construed as preventing the 
denial of payments for claims actually re-
viewed under a random prepayment review. 

‘‘(D) RANDOM PREPAYMENT REVIEW.—For 
purposes of this subsection, the term ‘ran-
dom prepayment review’ means a demand for 
the production of records or documentation 
absent cause with respect to a claim. 

‘‘(2) LIMITATIONS ON NON-RANDOM PREPAY-
MENT REVIEW.—

‘‘(A) LIMITATIONS ON INITIATION OF NON-RAN-
DOM PREPAYMENT REVIEW.—A medicare ad-
ministrative contractor may not initiate 
non-random prepayment review of a provider 
of services or supplier based on the initial 
identification by that provider of services or 
supplier of an improper billing practice un-
less there is a likelihood of sustained or high 
level of payment error (as defined in sub-
section (i)(3)(A)). 

‘‘(B) TERMINATION OF NON-RANDOM PREPAY-
MENT REVIEW.—The Secretary shall issue reg-
ulations relating to the termination, includ-
ing termination dates, of non-random pre-
payment review. Such regulations may vary 
such a termination date based upon the dif-
ferences in the circumstances triggering pre-
payment review.’’. 

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in this 

subsection, the amendment made by sub-
section (a) shall take effect 1 year after the 
date of the enactment of this Act. 

(2) DEADLINE FOR PROMULGATION OF CERTAIN 
REGULATIONS.—The Secretary shall first 
issue regulations under section 1874A(h) of 
the Social Security Act, as added by sub-
section (a), by not later than 1 year after the 
date of the enactment of this Act. 

(3) APPLICATION OF STANDARD PROTOCOLS 
FOR RANDOM PREPAYMENT REVIEW.—Section 
1874A(h)(1)(B) of the Social Security Act, as 
added by subsection (a), shall apply to ran-
dom prepayment reviews conducted on or 
after such date (not later than 1 year after 
the date of the enactment of this Act) as the 
Secretary shall specify. 

(c) APPLICATION TO FISCAL INTERMEDIARIES 
AND CARRIERS.—The provisions of section 
1874A(h) of the Social Security Act, as added 
by subsection (a), shall apply to each fiscal 
intermediary under section 1816 of the Social 
Security Act (42 U.S.C. 1395h) and each car-
rier under section 1842 of such Act (42 U.S.C. 
1395u) in the same manner as they apply to 
medicare administrative contractors under 
such provisions. 
SEC. 835. RECOVERY OF OVERPAYMENTS. 

(a) IN GENERAL.—Section 1893 (42 U.S.C. 
1395ddd) is amended by adding at the end the 
following new subsection: 

‘‘(f) RECOVERY OF OVERPAYMENTS.—
‘‘(1) USE OF REPAYMENT PLANS.—
‘‘(A) IN GENERAL.—If the repayment, within 

30 days by a provider of services or supplier, 
of an overpayment under this title would 
constitute a hardship (as defined in subpara-
graph (B)), subject to subparagraph (C), upon 
request of the provider of services or supplier 
the Secretary shall enter into a plan with 
the provider of services or supplier for the 
repayment (through offset or otherwise) of 
such overpayment over a period of at least 6 
months but not longer than 3 years (or not 

longer than 5 years in the case of extreme 
hardship, as determined by the Secretary). 
Interest shall accrue on the balance through 
the period of repayment. Such plan shall 
meet terms and conditions determined to be 
appropriate by the Secretary. 

‘‘(B) HARDSHIP.—
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A), the repayment of an overpayment 
(or overpayments) within 30 days is deemed 
to constitute a hardship if—

‘‘(I) in the case of a provider of services 
that files cost reports, the aggregate amount 
of the overpayments exceeds 10 percent of 
the amount paid under this title to the pro-
vider of services for the cost reporting period 
covered by the most recently submitted cost 
report; or 

‘‘(II) in the case of another provider of 
services or supplier, the aggregate amount of 
the overpayments exceeds 10 percent of the 
amount paid under this title to the provider 
of services or supplier for the previous cal-
endar year. 

‘‘(ii) RULE OF APPLICATION.—The Secretary 
shall establish rules for the application of 
this subparagraph in the case of a provider of 
services or supplier that was not paid under 
this title during the previous year or was 
paid under this title only during a portion of 
that year. 

‘‘(iii) TREATMENT OF PREVIOUS OVERPAY-
MENTS.—If a provider of services or supplier 
has entered into a repayment plan under 
subparagraph (A) with respect to a specific 
overpayment amount, such payment amount 
under the repayment plan shall not be taken 
into account under clause (i) with respect to 
subsequent overpayment amounts. 

‘‘(C) EXCEPTIONS.—Subparagraph (A) shall 
not apply if—

‘‘(i) the Secretary has reason to suspect 
that the provider of services or supplier may 
file for bankruptcy or otherwise cease to do 
business or discontinue participation in the 
program under this title; or 

‘‘(ii) there is an indication of fraud or 
abuse committed against the program. 

‘‘(D) IMMEDIATE COLLECTION IF VIOLATION OF 
REPAYMENT PLAN.—If a provider of services 
or supplier fails to make a payment in ac-
cordance with a repayment plan under this 
paragraph, the Secretary may immediately 
seek to offset or otherwise recover the total 
balance outstanding (including applicable in-
terest) under the repayment plan. 

‘‘(E) RELATION TO NO FAULT PROVISION.—
Nothing in this paragraph shall be construed 
as affecting the application of section 1870(c) 
(relating to no adjustment in the cases of 
certain overpayments). 

‘‘(2) LIMITATION ON RECOUPMENT.—
‘‘(A) IN GENERAL.—In the case of a provider 

of services or supplier that is determined to 
have received an overpayment under this 
title and that seeks a reconsideration by a 
qualified independent contractor on such de-
termination under section 1869(b)(1), the Sec-
retary may not take any action (or authorize 
any other person, including any medicare 
contractor, as defined in subparagraph (C)) 
to recoup the overpayment until the date the 
decision on the reconsideration has been ren-
dered. If the provisions of section 1869(b)(1) 
(providing for such a reconsideration by a 
qualified independent contractor) are not in 
effect, in applying the previous sentence any 
reference to such a reconsideration shall be 
treated as a reference to a redetermination 
by the fiscal intermediary or carrier in-
volved. 

‘‘(B) COLLECTION WITH INTEREST.—Insofar 
as the determination on such appeal is 
against the provider of services or supplier, 
interest on the overpayment shall accrue on 
and after the date of the original notice of 
overpayment. Insofar as such determination 
against the provider of services or supplier is 

later reversed, the Secretary shall provide 
for repayment of the amount recouped plus 
interest at the same rate as would apply 
under the previous sentence for the period in 
which the amount was recouped. 

‘‘(C) MEDICARE CONTRACTOR DEFINED.—For 
purposes of this subsection, the term ‘medi-
care contractor’ has the meaning given such 
term in section 1889(g). 

‘‘(3) LIMITATION ON USE OF EXTRAPO-
LATION.—A medicare contractor may not use 
extrapolation to determine overpayment 
amounts to be recovered by recoupment, off-
set, or otherwise unless—

‘‘(A) there is a sustained or high level of 
payment error (as defined by the Secretary 
by regulation); or 

‘‘(B) documented educational intervention 
has failed to correct the payment error (as 
determined by the Secretary). 

‘‘(4) PROVISION OF SUPPORTING DOCUMENTA-
TION.—In the case of a provider of services or 
supplier with respect to which amounts were 
previously overpaid, a medicare contractor 
may request the periodic production of 
records or supporting documentation for a 
limited sample of submitted claims to ensure 
that the previous practice is not continuing. 

‘‘(5) CONSENT SETTLEMENT REFORMS.—
‘‘(A) IN GENERAL.—The Secretary may use 

a consent settlement (as defined in subpara-
graph (D)) to settle a projected overpayment. 

‘‘(B) OPPORTUNITY TO SUBMIT ADDITIONAL 
INFORMATION BEFORE CONSENT SETTLEMENT 
OFFER.—Before offering a provider of services 
or supplier a consent settlement, the Sec-
retary shall—

‘‘(i) communicate to the provider of serv-
ices or supplier—

‘‘(I) that, based on a review of the medical 
records requested by the Secretary, a pre-
liminary evaluation of those records indi-
cates that there would be an overpayment; 

‘‘(II) the nature of the problems identified 
in such evaluation; and 

‘‘(III) the steps that the provider of serv-
ices or supplier should take to address the 
problems; and 

‘‘(ii) provide for a 45-day period during 
which the provider of services or supplier 
may furnish additional information con-
cerning the medical records for the claims 
that had been reviewed. 

‘‘(C) CONSENT SETTLEMENT OFFER.—The 
Secretary shall review any additional infor-
mation furnished by the provider of services 
or supplier under subparagraph (B)(ii). Tak-
ing into consideration such information, the 
Secretary shall determine if there still ap-
pears to be an overpayment. If so, the Sec-
retary—

‘‘(i) shall provide notice of such determina-
tion to the provider of services or supplier, 
including an explanation of the reason for 
such determination; and 

‘‘(ii) in order to resolve the overpayment, 
may offer the provider of services or sup-
plier—

‘‘(I) the opportunity for a statistically 
valid random sample; or 

‘‘(II) a consent settlement. 
The opportunity provided under clause (ii)(I) 
does not waive any appeal rights with re-
spect to the alleged overpayment involved. 

‘‘(D) CONSENT SETTLEMENT DEFINED.—For 
purposes of this paragraph, the term ‘con-
sent settlement’ means an agreement be-
tween the Secretary and a provider of serv-
ices or supplier whereby both parties agree 
to settle a projected overpayment based on 
less than a statistically valid sample of 
claims and the provider of services or sup-
plier agrees not to appeal the claims in-
volved. 

‘‘(6) NOTICE OF OVER-UTILIZATION OF 
CODES.—The Secretary shall establish, in 
consultation with organizations representing 
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the classes of providers of services and sup-
pliers, a process under which the Secretary 
provides for notice to classes of providers of 
services and suppliers served by the con-
tractor in cases in which the contractor has 
identified that particular billing codes may 
be overutilized by that class of providers of 
services or suppliers under the programs 
under this title (or provisions of title XI in-
sofar as they relate to such programs). 

‘‘(7) PAYMENT AUDITS.—
‘‘(A) WRITTEN NOTICE FOR POST-PAYMENT 

AUDITS.—Subject to subparagraph (C), if a 
medicare contractor decides to conduct a 
post-payment audit of a provider of services 
or supplier under this title, the contractor 
shall provide the provider of services or sup-
plier with written notice (which may be in 
electronic form) of the intent to conduct 
such an audit. 

‘‘(B) EXPLANATION OF FINDINGS FOR ALL AU-
DITS.—Subject to subparagraph (C), if a 
medicare contractor audits a provider of 
services or supplier under this title, the con-
tractor shall—

‘‘(i) give the provider of services or sup-
plier a full review and explanation of the 
findings of the audit in a manner that is un-
derstandable to the provider of services or 
supplier and permits the development of an 
appropriate corrective action plan; 

‘‘(ii) inform the provider of services or sup-
plier of the appeal rights under this title as 
well as consent settlement options (which 
are at the discretion of the Secretary); 

‘‘(iii) give the provider of services or sup-
plier an opportunity to provide additional in-
formation to the contractor; and 

‘‘(iv) take into account information pro-
vided, on a timely basis, by the provider of 
services or supplier under clause (iii). 

‘‘(C) EXCEPTION.—Subparagraphs (A) and 
(B) shall not apply if the provision of notice 
or findings would compromise pending law 
enforcement activities, whether civil or 
criminal, or reveal findings of law enforce-
ment-related audits. 

‘‘(8) STANDARD METHODOLOGY FOR PROBE 
SAMPLING.—The Secretary shall establish a 
standard methodology for medicare contrac-
tors to use in selecting a sample of claims 
for review in the case of an abnormal billing 
pattern.’’. 

(b) EFFECTIVE DATES AND DEADLINES.—
(1) USE OF REPAYMENT PLANS.—Section 

1893(f)(1) of the Social Security Act, as added 
by subsection (a), shall apply to requests for 
repayment plans made after the date of the 
enactment of this Act. 

(2) LIMITATION ON RECOUPMENT.—Section 
1893(f)(2) of the Social Security Act, as added 
by subsection (a), shall apply to actions 
taken after the date of the enactment of this 
Act. 

(3) USE OF EXTRAPOLATION.—Section 
1893(f)(3) of the Social Security Act, as added 
by subsection (a), shall apply to statistically 
valid random samples initiated after the 
date that is 1 year after the date of the en-
actment of this Act. 

(4) PROVISION OF SUPPORTING DOCUMENTA-
TION.—Section 1893(f)(4) of the Social Secu-
rity Act, as added by subsection (a), shall 
take effect on the date of the enactment of 
this Act. 

(5) CONSENT SETTLEMENT.—Section 
1893(f)(5) of the Social Security Act, as added 
by subsection (a), shall apply to consent set-
tlements entered into after the date of the 
enactment of this Act. 

(6) NOTICE OF OVERUTILIZATION.—Not later 
than 1 year after the date of the enactment 
of this Act, the Secretary shall first estab-
lish the process for notice of overutilization 
of billing codes under section 1893A(f)(6) of 
the Social Security Act, as added by sub-
section (a). 

(7) PAYMENT AUDITS.—Section 1893A(f)(7) of 
the Social Security Act, as added by sub-
section (a), shall apply to audits initiated 
after the date of the enactment of this Act. 

(8) STANDARD FOR ABNORMAL BILLING PAT-
TERNS.—Not later than 1 year after the date 
of the enactment of this Act, the Secretary 
shall first establish a standard methodology 
for selection of sample claims for abnormal 
billing patterns under section 1893(f)(8) of the 
Social Security Act, as added by subsection 
(a). 
SEC. 836. PROVIDER ENROLLMENT PROCESS; 

RIGHT OF APPEAL. 
(a) IN GENERAL.—Section 1866 (42 U.S.C. 

1395cc) is amended—
(1) by adding at the end of the heading the 

following: ‘‘; ENROLLMENT PROCESSES’’; and 
(2) by adding at the end the following new 

subsection: 
‘‘(j) ENROLLMENT PROCESS FOR PROVIDERS 

OF SERVICES AND SUPPLIERS.—
‘‘(1) ENROLLMENT PROCESS.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish by regulation a process for the en-
rollment of providers of services and sup-
pliers under this title. 

‘‘(B) DEADLINES.—The Secretary shall es-
tablish by regulation procedures under which 
there are deadlines for actions on applica-
tions for enrollment (and, if applicable, re-
newal of enrollment). The Secretary shall 
monitor the performance of medicare admin-
istrative contractors in meeting the dead-
lines established under this subparagraph. 

‘‘(C) CONSULTATION BEFORE CHANGING PRO-
VIDER ENROLLMENT FORMS.—The Secretary 
shall consult with providers of services and 
suppliers before making changes in the pro-
vider enrollment forms required of such pro-
viders and suppliers to be eligible to submit 
claims for which payment may be made 
under this title. 

‘‘(2) HEARING RIGHTS IN CASES OF DENIAL OR 
NON-RENEWAL.—A provider of services or sup-
plier whose application to enroll (or, if appli-
cable, to renew enrollment) under this title 
is denied may have a hearing and judicial re-
view of such denial under the procedures 
that apply under subsection (h)(1)(A) to a 
provider of services that is dissatisfied with 
a determination by the Secretary.’’. 

(b) EFFECTIVE DATES.—
(1) ENROLLMENT PROCESS.—The Secretary 

shall provide for the establishment of the en-
rollment process under section 1866(j)(1) of 
the Social Security Act, as added by sub-
section (a)(2), within 6 months after the date 
of the enactment of this Act. 

(2) CONSULTATION.—Section 1866(j)(1)(C) of 
the Social Security Act, as added by sub-
section (a)(2), shall apply with respect to 
changes in provider enrollment forms made 
on or after January 1, 2003. 

(3) HEARING RIGHTS.—Section 1866(j)(2) of 
the Social Security Act, as added by sub-
section (a)(2), shall apply to denials occur-
ring on or after such date (not later than 1 
year after the date of the enactment of this 
Act) as the Secretary specifies. 
SEC. 837. PROCESS FOR CORRECTION OF MINOR 

ERRORS AND OMISSIONS ON CLAIMS 
WITHOUT PURSUING APPEALS 
PROCESS. 

The Secretary shall develop, in consulta-
tion with appropriate medicare contractors 
(as defined in section 1889(g) of the Social Se-
curity Act, as inserted by section 821(a)(1)) 
and representatives of providers of services 
and suppliers, a process whereby, in the case 
of minor errors or omissions (as defined by 
the Secretary) that are detected in the sub-
mission of claims under the programs under 
title XVIII of such Act, a provider of services 
or supplier is given an opportunity to correct 
such an error or omission without the need 
to initiate an appeal. Such process shall in-
clude the ability to resubmit corrected 
claims. 

SEC. 838. PRIOR DETERMINATION PROCESS FOR 
CERTAIN ITEMS AND SERVICES; AD-
VANCE BENEFICIARY NOTICES. 

(a) IN GENERAL.—Section 1869 (42 U.S.C. 
1395ff(b)), as amended by sections 521 and 522 
of BIPA and section 833(d)(2)(B), is further 
amended by adding at the end the following 
new subsection: 

‘‘(h) PRIOR DETERMINATION PROCESS FOR 
CERTAIN ITEMS AND SERVICES.—

‘‘(1) ESTABLISHMENT OF PROCESS.—
‘‘(A) IN GENERAL.—With respect to a medi-

care administrative contractor that has a 
contract under section 1874A that provides 
for making payments under this title with 
respect to eligible items and services de-
scribed in subparagraph (C), the Secretary 
shall establish a prior determination process 
that meets the requirements of this sub-
section and that shall be applied by such 
contractor in the case of eligible requesters. 

‘‘(B) ELIGIBLE REQUESTER.—For purposes of 
this subsection, each of the following shall 
be an eligible requester: 

‘‘(i) A physician, but only with respect to 
eligible items and services for which the 
physician may be paid directly. 

‘‘(ii) An individual entitled to benefits 
under this title, but only with respect to an 
item or service for which the individual re-
ceives, from the physician who may be paid 
directly for the item or service, an advance 
beneficiary notice under section 1879(a) that 
payment may not be made (or may no longer 
be made) for the item or service under this 
title. 

‘‘(C) ELIGIBLE ITEMS AND SERVICES.—For 
purposes of this subsection and subject to 
paragraph (2), eligible items and services are 
items and services which are physicians’ 
services (as defined in paragraph (4)(A) of 
section 1848(f) for purposes of calculating the 
sustainable growth rate under such section). 

‘‘(2) SECRETARIAL FLEXIBILITY.—The Sec-
retary shall establish by regulation reason-
able limits on the categories of eligible 
items and services for which a prior deter-
mination of coverage may be requested 
under this subsection. In establishing such 
limits, the Secretary may consider the dollar 
amount involved with respect to the item or 
service, administrative costs and burdens, 
and other relevant factors. 

‘‘(3) REQUEST FOR PRIOR DETERMINATION.—
‘‘(A) IN GENERAL.—Subject to paragraph 

(2), under the process established under this 
subsection an eligible requester may submit 
to the contractor a request for a determina-
tion, before the furnishing of an eligible item 
or service involved as to whether the item or 
service is covered under this title consistent 
with the applicable requirements of section 
1862(a)(1)(A) (relating to medical necessity). 

‘‘(B) ACCOMPANYING DOCUMENTATION.—The 
Secretary may require that the request be 
accompanied by a description of the item or 
service, supporting documentation relating 
to the medical necessity for the item or serv-
ice, and any other appropriate documenta-
tion. In the case of a request submitted by 
an eligible requester who is described in 
paragraph (1)(B)(ii), the Secretary may re-
quire that the request also be accompanied 
by a copy of the advance beneficiary notice 
involved. 

‘‘(4) RESPONSE TO REQUEST.—
‘‘(A) IN GENERAL.—Under such process, the 

contractor shall provide the eligible re-
quester with written notice of a determina-
tion as to whether—

‘‘(i) the item or service is so covered; 
‘‘(ii) the item or service is not so covered; 

or 
‘‘(iii) the contractor lacks sufficient infor-

mation to make a coverage determination.

If the contractor makes the determination 
described in clause (iii), the contractor shall 
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include in the notice a description of the ad-
ditional information required to make the 
coverage determination. 

‘‘(B) DEADLINE TO RESPOND.—Such notice 
shall be provided within the same time pe-
riod as the time period applicable to the con-
tractor providing notice of initial determina-
tions on a claim for benefits under sub-
section (a)(2)(A). 

‘‘(C) INFORMING BENEFICIARY IN CASE OF 
PHYSICIAN REQUEST.—In the case of a request 
in which an eligible requester is not the indi-
vidual described in paragraph (1)(B)(ii), the 
process shall provide that the individual to 
whom the item or service is proposed to be 
furnished shall be informed of any deter-
mination described in clause (ii) (relating to 
a determination of non-coverage) and the 
right (referred to in paragraph (6)(B)) to ob-
tain the item or service and have a claim 
submitted for the item or service. 

‘‘(5) EFFECT OF DETERMINATIONS.—
‘‘(A) BINDING NATURE OF POSITIVE DETER-

MINATION.—If the contractor makes the de-
termination described in paragraph (4)(A)(i), 
such determination shall be binding on the 
contractor in the absence of fraud or evi-
dence of misrepresentation of facts presented 
to the contractor. 

‘‘(B) NOTICE AND RIGHT TO REDETERMINA-
TION IN CASE OF A DENIAL.—

‘‘(i) IN GENERAL.—If the contractor makes 
the determination described in paragraph 
(4)(A)(ii)—

‘‘(I) the eligible requester has the right to 
a redetermination by the contractor on the 
determination that the item or service is not 
so covered; and 

‘‘(II) the contractor shall include in notice 
under paragraph (4)(A) a brief explanation of 
the basis for the determination, including on 
what national or local coverage or noncov-
erage determination (if any) the determina-
tion is based, and the right to such a redeter-
mination. 

‘‘(ii) DEADLINE FOR REDETERMINATIONS.—
The contractor shall complete and provide 
notice of such redetermination within the 
same time period as the time period applica-
ble to the contractor providing notice of re-
determinations relating to a claim for bene-
fits under subsection (a)(3)(C)(ii). 

‘‘(6) LIMITATION ON FURTHER REVIEW.—
‘‘(A) IN GENERAL.—Contractor determina-

tions described in paragraph (4)(A)(ii) or 
(4)(A)(iii) (and redeterminations made under 
paragraph (5)(B)), relating to pre-service 
claims are not subject to further administra-
tive appeal or judicial review under this sec-
tion or otherwise. 

‘‘(B) DECISION NOT TO SEEK PRIOR DETER-
MINATION OR NEGATIVE DETERMINATION DOES 
NOT IMPACT RIGHT TO OBTAIN SERVICES, SEEK 
REIMBURSEMENT, OR APPEAL RIGHTS.—Nothing 
in this subsection shall be construed as af-
fecting the right of an individual who—

‘‘(i) decides not to seek a prior determina-
tion under this subsection with respect to 
items or services; or 

‘‘(ii) seeks such a determination and has 
received a determination described in para-
graph (4)(A)(ii),

from receiving (and submitting a claim for) 
such items services and from obtaining ad-
ministrative or judicial review respecting 
such claim under the other applicable provi-
sions of this section. Failure to seek a prior 
determination under this subsection with re-
spect to items and services shall not be 
taken into account in such administrative or 
judicial review. 

‘‘(C) NO PRIOR DETERMINATION AFTER RE-
CEIPT OF SERVICES.—Once an individual is 
provided items and services, there shall be 
no prior determination under this subsection 
with respect to such items or services.’’. 

(b) EFFECTIVE DATE; TRANSITION.—

(1) EFFECTIVE DATE.—The Secretary shall 
establish the prior determination process 
under the amendment made by subsection (a) 
in such a manner as to provide for the ac-
ceptance of requests for determinations 
under such process filed not later than 18 
months after the date of the enactment of 
this Act. 

(2) TRANSITION.—During the period in 
which the amendment made by subsection 
(a) has become effective but contracts are 
not provided under section 1874A of the So-
cial Security Act with medicare administra-
tive contractors, any reference in section 
1869(g) of such Act (as added by such amend-
ment) to such a contractor is deemed a ref-
erence to a fiscal intermediary or carrier 
with an agreement under section 1816, or 
contract under section 1842, respectively, of 
such Act. 

(3) LIMITATION ON APPLICATION TO SGR.—For 
purposes of applying section 1848(f)(2)(D) of 
the Social Security Act (42 U.S.C. 1395w–
4(f)(2)(D)), the amendment made by sub-
section (a) shall not be considered to be a 
change in law or regulation. 

(c) PROVISIONS RELATING TO ADVANCE BEN-
EFICIARY NOTICES; REPORT ON PRIOR DETER-
MINATION PROCESS.—

(1) DATA COLLECTION.—The Secretary shall 
establish a process for the collection of in-
formation on the instances in which an ad-
vance beneficiary notice (as defined in para-
graph (4)) has been provided and on instances 
in which a beneficiary indicates on such a 
notice that the beneficiary does not intend 
to seek to have the item or service that is 
the subject of the notice furnished. 

(2) OUTREACH AND EDUCATION.—The Sec-
retary shall establish a program of outreach 
and education for beneficiaries and providers 
of services and other persons on the appro-
priate use of advance beneficiary notices and 
coverage policies under the medicare pro-
gram. 

(3) GAO REPORT REPORT ON USE OF ADVANCE 
BENEFICIARY NOTICES.—Not later than 18 
months after the date on which section 
1869(g) of the Social Security Act (as added 
by subsection (a)) takes effect, the Comp-
troller General of the United States shall 
submit to Congress a report on the use of ad-
vance beneficiary notices under title XVIII 
of such Act. Such report shall include infor-
mation concerning the providers of services 
and other persons that have provided such 
notices and the response of beneficiaries to 
such notices. 

(4) GAO REPORT ON USE OF PRIOR DETER-
MINATION PROCESS.—Not later than 18 months 
after the date on which section 1869(g) of the 
Social Security Act (as added by subsection 
(a)) takes effect, the Comptroller General of 
the United States shall submit to Congress a 
report on the use of the prior determination 
process under such section. Such report shall 
include—

(A) information concerning the types of 
procedures for which a prior determination 
has been sought, determinations made under 
the process, and changes in receipt of serv-
ices resulting from the application of such 
process; and 

(B) an evaluation of whether the process 
was useful for physicians (and other sup-
pliers) and beneficiaries, whether it was 
timely, and whether the amount of informa-
tion required was burdensome to physicians 
and beneficiaries. 

(5) ADVANCE BENEFICIARY NOTICE DEFINED.—
In this subsection, the term ‘‘advance bene-
ficiary notice’’ means a written notice pro-
vided under section 1879(a) of the Social Se-
curity Act (42 U.S.C. 1395pp(a)) to an indi-
vidual entitled to benefits under part A or B 
of title XVIII of such Act before items or 
services are furnished under such part in 
cases where a provider of services or other 

person that would furnish the item or service 
believes that payment will not be made for 
some or all of such items or services under 
such title. 

Subtitle E—Miscellaneous Provisions 
SEC. 841. POLICY DEVELOPMENT REGARDING 

EVALUATION AND MANAGEMENT (E 
& M) DOCUMENTATION GUIDELINES. 

(a) IN GENERAL.—The Secretary may not 
implement any new documentation guide-
lines for evaluation and management physi-
cian services under the title XVIII of the So-
cial Security Act on or after the date of the 
enactment of this Act unless the Secretary—

(1) has developed the guidelines in collabo-
ration with practicing physicians (including 
both generalists and specialists) and pro-
vided for an assessment of the proposed 
guidelines by the physician community; 

(2) has established a plan that contains 
specific goals, including a schedule, for im-
proving the use of such guidelines; 

(3) has conducted appropriate and rep-
resentative pilot projects under subsection 
(b) to test modifications to the evaluation 
and management documentation guidelines; 

(4) finds that the objectives described in 
subsection (c) will be met in the implemen-
tation of such guidelines; and 

(5) has established, and is implementing, a 
program to educate physicians on the use of 
such guidelines and that includes appro-
priate outreach.
The Secretary shall make changes to the 
manner in which existing evaluation and 
management documentation guidelines are 
implemented to reduce paperwork burdens 
on physicians. 

(b) PILOT PROJECTS TO TEST EVALUATION 
AND MANAGEMENT DOCUMENTATION GUIDE-
LINES.—

(1) IN GENERAL.—The Secretary shall con-
duct under this subsection appropriate and 
representative pilot projects to test new 
evaluation and management documentation 
guidelines referred to in subsection (a). 

(2) LENGTH AND CONSULTATION.—Each pilot 
project under this subsection shall—

(A) be voluntary; 
(B) be of sufficient length as determined by 

the Secretary to allow for preparatory physi-
cian and medicare contractor education, 
analysis, and use and assessment of potential 
evaluation and management guidelines; and 

(C) be conducted, in development and 
throughout the planning and operational 
stages of the project, in consultation with 
practicing physicians (including both gener-
alists and specialists). 

(3) RANGE OF PILOT PROJECTS.—Of the pilot 
projects conducted under this subsection—

(A) at least one shall focus on a peer re-
view method by physicians (not employed by 
a medicare contractor) which evaluates med-
ical record information for claims submitted 
by physicians identified as statistical 
outliers relative to definitions published in 
the Current Procedures Terminology (CPT) 
code book of the American Medical Associa-
tion; 

(B) at least one shall focus on an alter-
native method to detailed guidelines based 
on physician documentation of face to face 
encounter time with a patient; 

(C) at least one shall be conducted for serv-
ices furnished in a rural area and at least 
one for services furnished outside such an 
area; and 

(D) at least one shall be conducted in a set-
ting where physicians bill under physicians’ 
services in teaching settings and at least one 
shall be conducted in a setting other than a 
teaching setting. 

(4) BANNING OF TARGETING OF PILOT PROJECT 
PARTICIPANTS.—Data collected under this 
subsection shall not be used as the basis for 
overpayment demands or post-payment au-
dits. Such limitation applies only to claims 
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filed as part of the pilot project and lasts 
only for the duration of the pilot project and 
only as long as the provider is a participant 
in the pilot project. 

(5) STUDY OF IMPACT.—Each pilot project 
shall examine the effect of the new evalua-
tion and management documentation guide-
lines on—

(A) different types of physician practices, 
including those with fewer than 10 full-time-
equivalent employees (including physicians); 
and 

(B) the costs of physician compliance, in-
cluding education, implementation, audit-
ing, and monitoring. 

(6) PERIODIC REPORTS.—The Secretary shall 
submit to Congress periodic reports on the 
pilot projects under this subsection. 

(c) OBJECTIVES FOR EVALUATION AND MAN-
AGEMENT GUIDELINES.—The objectives for 
modified evaluation and management docu-
mentation guidelines developed by the Sec-
retary shall be to—

(1) identify clinically relevant documenta-
tion needed to code accurately and assess 
coding levels accurately; 

(2) decrease the level of non-clinically per-
tinent and burdensome documentation time 
and content in the physician’s medical 
record; 

(3) increase accuracy by reviewers; and 
(4) educate both physicians and reviewers. 
(d) STUDY OF SIMPLER, ALTERNATIVE SYS-

TEMS OF DOCUMENTATION FOR PHYSICIAN 
CLAIMS.—

(1) STUDY.—The Secretary shall carry out a 
study of the matters described in paragraph 
(2). 

(2) MATTERS DESCRIBED.—The matters re-
ferred to in paragraph (1) are—

(A) the development of a simpler, alter-
native system of requirements for docu-
mentation accompanying claims for evalua-
tion and management physician services for 
which payment is made under title XVIII of 
the Social Security Act; and 

(B) consideration of systems other than 
current coding and documentation require-
ments for payment for such physician serv-
ices. 

(3) CONSULTATION WITH PRACTICING PHYSI-
CIANS.—In designing and carrying out the 
study under paragraph (1), the Secretary 
shall consult with practicing physicians, in-
cluding physicians who are part of group 
practices and including both generalists and 
specialists. 

(4) APPLICATION OF HIPAA UNIFORM CODING 
REQUIREMENTS.—In developing an alternative 
system under paragraph (2), the Secretary 
shall consider requirements of administra-
tive simplification under part C of title XI of 
the Social Security Act. 

(5) REPORT TO CONGRESS.—(A) Not later 
than October 1, 2004, the Secretary shall sub-
mit to Congress a report on the results of the 
study conducted under paragraph (1). 

(B) The Medicare Payment Advisory Com-
mission shall conduct an analysis of the re-
sults of the study included in the report 
under subparagraph (A) and shall submit a 
report on such analysis to Congress. 

(e) STUDY ON APPROPRIATE CODING OF CER-
TAIN EXTENDED OFFICE VISITS.—The Sec-
retary shall conduct a study of the appro-
priateness of coding in cases of extended of-
fice visits in which there is no diagnosis 
made. Not later than October 1, 2004, the 
Secretary shall submit a report to Congress 
on such study and shall include rec-
ommendations on how to code appropriately 
for such visits in a manner that takes into 
account the amount of time the physician 
spent with the patient. 

(f) DEFINITIONS.—In this section—
(1) the term ‘‘rural area’’ has the meaning 

given that term in section 1886(d)(2)(D) of the 

Social Security Act, 42 U.S.C. 
1395ww(d)(2)(D); and 

(2) the term ‘‘teaching settings’’ are those 
settings described in section 415.150 of title 
42, Code of Federal Regulations. 
SEC. 842. IMPROVEMENT IN OVERSIGHT OF 

TECHNOLOGY AND COVERAGE. 
(a) IMPROVED COORDINATION BETWEEN FDA 

AND CMS ON COVERAGE OF BREAKTHROUGH 
MEDICAL DEVICES.—

(1) IN GENERAL.—Upon request by an appli-
cant and to the extent feasible (as deter-
mined by the Secretary), the Secretary shall, 
in the case of a class III medical device that 
is subject to premarket approval under sec-
tion 515 of the Federal Food, Drug, and Cos-
metic Act, ensure the sharing of appropriate 
information from the review for application 
for premarket approval conducted by the 
Food and Drug Administration for coverage 
decisions under title XVIII of the Social Se-
curity Act. 

(2) PUBLICATION OF PLAN.—Not later than 6 
months after the date of the enactment of 
this Act, the Secretary shall submit to ap-
propriate Committees of Congress a report 
that contains the plan for improving such 
coordination and for shortening the time lag 
between the premarket approval by the Food 
and Drug Administration and coding and 
coverage decisions by the Centers for Medi-
care & Medicaid Services. 

(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as changing the 
criteria for coverage of a medical device 
under title XVIII of the Social Security Act 
nor premarket approval by the Food and 
Drug Administration and nothing in this 
subsection shall be construed to increase 
premarket approval application require-
ments under the Federal Food, Drug, and 
Cosmetic Act. 

(b) COUNCIL FOR TECHNOLOGY AND INNOVA-
TION.—Section 1868 (42 U.S.C. 1395ee), as 
amended by section 823(a), is amended by 
adding at the end the following new sub-
section: 

‘‘(c) COUNCIL FOR TECHNOLOGY AND INNOVA-
TION.—

‘‘(1) ESTABLISHMENT.—The Secretary shall 
establish a Council for Technology and Inno-
vation within the Centers for Medicare & 
Medicaid Services (in this section referred to 
as ‘CMS’). 

‘‘(2) COMPOSITION.—The Council shall be 
composed of senior CMS staff and clinicians 
and shall be chaired by the Executive Coordi-
nator for Technology and Innovation (ap-
pointed or designated under paragraph (4)). 

‘‘(3) DUTIES.—The Council shall coordinate 
the activities of coverage, coding, and pay-
ment processes under this title with respect 
to new technologies and procedures, includ-
ing new drug therapies, and shall coordinate 
the exchange of information on new tech-
nologies between CMS and other entities 
that make similar decisions. 

‘‘(4) EXECUTIVE COORDINATOR FOR TECH-
NOLOGY AND INNOVATION.—The Secretary 
shall appoint (or designate) a noncareer ap-
pointee (as defined in section 3132(a)(7) of 
title 5, United States Code) who shall serve 
as the Executive Coordinator for Technology 
and Innovation. Such executive coordinator 
shall report to the Administrator of CMS, 
shall chair the Council, shall oversee the 
execution of its duties, and shall serve as a 
single point of contact for outside groups 
and entities regarding the coverage, coding, 
and payment processes under this title.’’. 

(c) GAO STUDY ON IMPROVEMENTS IN EXTER-
NAL DATA COLLECTION FOR USE IN THE MEDI-
CARE INPATIENT PAYMENT SYSTEM.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study that 
analyzes which external data can be col-
lected in a shorter time frame by the Centers 
for Medicare & Medicaid Services for use in 

computing payments for inpatient hospital 
services. The study may include an evalua-
tion of the feasibility and appropriateness of 
using of quarterly samples or special surveys 
or any other methods. The study shall in-
clude an analysis of whether other executive 
agencies, such as the Bureau of Labor Statis-
tics in the Department of Commerce, are 
best suited to collect this information. 

(2) REPORT.—By not later than October 1, 
2003, the Comptroller General shall submit a 
report to Congress on the study under para-
graph (1). 

(d) IOM STUDY ON LOCAL COVERAGE DETER-
MINATIONS.—

(1) STUDY.—The Secretary shall enter into 
an arrangement with the Institute of Medi-
cine of the National Academy of Sciences 
under which the Institute shall conduct a 
study on local coverage determinations (in-
cluding the application of local medical re-
view policies) under the medicare program 
under title XVIII of the Social Security Act. 
Such study shall examine—

(A) the consistency of the definitions used 
in such determinations; 

(B) the types of evidence on which such de-
terminations are based, including medical 
and scientific evidence; 

(C) the advantages and disadvantages of 
local coverage decisionmaking, including the 
flexibility it offers for ensuring timely pa-
tient access to new medical technology for 
which data are still be collected; 

(D) the manner in which the local coverage 
determination process is used to develop 
data needed for a national coverage deter-
mination, including the need for collection 
of such data within a protocol and informed 
consent by individuals entitled to benefits 
under part A of title XVIII of the Social Se-
curity Act, or enrolled under part B of such 
title, or both; and 

(E) the advantages and disadvantages of 
maintaining local medicare contractor advi-
sory committees that can advise on local 
coverage decisions based on an open, collabo-
rative public process. 

(2) REPORT.—Such arrangement shall pro-
vide that the Institute shall submit to the 
Secretary a report on such study by not later 
than 3 years after the date of the enactment 
of this Act. The Secretary shall promptly 
transmit a copy of such report to Congress. 

(e) METHODS FOR DETERMINING PAYMENT 
BASIS FOR NEW LAB TESTS.—Section 1833(h) 
(42 U.S.C. 1395l(h)) is amended by adding at 
the end the following: 

‘‘(8)(A) The Secretary shall establish by 
regulation procedures for determining the 
basis for, and amount of, payment under this 
subsection for any clinical diagnostic labora-
tory test with respect to which a new or sub-
stantially revised HCPCS code is assigned on 
or after January 1, 2004 (in this paragraph re-
ferred to as ‘new tests’). 

‘‘(B) Determinations under subparagraph 
(A) shall be made only after the Secretary—

‘‘(i) makes available to the public (through 
an Internet site and other appropriate mech-
anisms) a list that includes any such test for 
which establishment of a payment amount 
under this subsection is being considered for 
a year; 

‘‘(ii) on the same day such list is made 
available, causes to have published in the 
Federal Register notice of a meeting to re-
ceive comments and recommendations (and 
data on which recommendations are based) 
from the public on the appropriate basis 
under this subsection for establishing pay-
ment amounts for the tests on such list; 

‘‘(iii) not less than 30 days after publica-
tion of such notice convenes a meeting, that 
includes representatives of officials of the 
Centers for Medicare & Medicaid Services in-
volved in determining payment amounts, to 
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receive such comments and recommenda-
tions (and data on which the recommenda-
tions are based); 

‘‘(iv) taking into account the comments 
and recommendations (and accompanying 
data) received at such meeting, develops and 
makes available to the public (through an 
Internet site and other appropriate mecha-
nisms) a list of proposed determinations with 
respect to the appropriate basis for estab-
lishing a payment amount under this sub-
section for each such code, together with an 
explanation of the reasons for each such de-
termination, the data on which the deter-
minations are based, and a request for public 
written comments on the proposed deter-
mination; and 

‘‘(v) taking into account the comments re-
ceived during the public comment period, de-
velops and makes available to the public 
(through an Internet site and other appro-
priate mechanisms) a list of final determina-
tions of the payment amounts for such tests 
under this subsection, together with the ra-
tionale for each such determination, the 
data on which the determinations are based, 
and responses to comments and suggestions 
received from the public. 

‘‘(C) Under the procedures established pur-
suant to subparagraph (A), the Secretary 
shall—

‘‘(i) set forth the criteria for making deter-
minations under subparagraph (A); and 

‘‘(ii) make available to the public the data 
(other than proprietary data) considered in 
making such determinations. 

‘‘(D) The Secretary may convene such fur-
ther public meetings to receive public com-
ments on payment amounts for new tests 
under this subsection as the Secretary deems 
appropriate. 

‘‘(E) For purposes of this paragraph: 
‘‘(i) The term ‘HCPCS’ refers to the Health 

Care Procedure Coding System. 
‘‘(ii) A code shall be considered to be ‘sub-

stantially revised’ if there is a substantive 
change to the definition of the test or proce-
dure to which the code applies (such as a new 
analyte or a new methodology for measuring 
an existing analyte-specific test).’’. 
SEC. 843. TREATMENT OF HOSPITALS FOR CER-

TAIN SERVICES UNDER MEDICARE 
SECONDARY PAYOR (MSP) PROVI-
SIONS. 

(a) IN GENERAL.—The Secretary shall not 
require a hospital (including a critical access 
hospital) to ask questions (or obtain infor-
mation) relating to the application of sec-
tion 1862(b) of the Social Security Act (relat-
ing to medicare secondary payor provisions) 
in the case of reference laboratory services 
described in subsection (b), if the Secretary 
does not impose such requirement in the 
case of such services furnished by an inde-
pendent laboratory. 

(b) REFERENCE LABORATORY SERVICES DE-
SCRIBED.—Reference laboratory services de-
scribed in this subsection are clinical labora-
tory diagnostic tests (or the interpretation 
of such tests, or both) furnished without a 
face-to-face encounter between the indi-
vidual entitled to benefits under part A or 
enrolled under part B, or both, and the hos-
pital involved and in which the hospital sub-
mits a claim only for such test or interpreta-
tion. 
SEC. 844. EMTALA IMPROVEMENTS. 

(a) PAYMENT FOR EMTALA-MANDATED 
SCREENING AND STABILIZATION SERVICES.—

(1) IN GENERAL.—Section 1862 (42 U.S.C. 
1395y) is amended by inserting after sub-
section (c) the following new subsection: 

‘‘(d) For purposes of subsection (a)(1)(A), in 
the case of any item or service that is re-
quired to be provided pursuant to section 
1867 to an individual who is entitled to bene-
fits under this title, determinations as to 
whether the item or service is reasonable 

and necessary shall be made on the basis of 
the information available to the treating 
physician or practitioner (including the pa-
tient’s presenting symptoms or complaint) 
at the time the item or service was ordered 
or furnished by the physician or practitioner 
(and not on the patient’s principal diag-
nosis). When making such determinations 
with respect to such an item or service, the 
Secretary shall not consider the frequency 
with which the item or service was provided 
to the patient before or after the time of the 
admission or visit.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to items 
and services furnished on or after January 1, 
2003. 

(b) NOTIFICATION OF PROVIDERS WHEN 
EMTALA INVESTIGATION CLOSED.—Section 
1867(d) (42 U.S.C. 42 U.S.C. 1395dd(d)) is 
amended by adding at the end the following 
new paragraph: 

‘‘(4) NOTICE UPON CLOSING AN INVESTIGA-
TION.—The Secretary shall establish a proce-
dure to notify hospitals and physicians when 
an investigation under this section is 
closed.’’. 

(c) PRIOR REVIEW BY PEER REVIEW ORGANI-
ZATIONS IN EMTALA CASES INVOLVING TERMI-
NATION OF PARTICIPATION.—

(1) IN GENERAL.—Section 1867(d)(3) (42 
U.S.C. 1395dd(d)(3)) is amended—

(A) in the first sentence, by inserting ‘‘or 
in terminating a hospital’s participation 
under this title’’ after ‘‘in imposing sanc-
tions under paragraph (1)’’; and 

(B) by adding at the end the following new 
sentences: ‘‘Except in the case in which a 
delay would jeopardize the health or safety 
of individuals, the Secretary shall also re-
quest such a review before making a compli-
ance determination as part of the process of 
terminating a hospital’s participation under 
this title for violations related to the appro-
priateness of a medical screening examina-
tion, stabilizing treatment, or an appro-
priate transfer as required by this section, 
and shall provide a period of 5 days for such 
review. The Secretary shall provide a copy of 
the organization’s report to the hospital or 
physician consistent with confidentiality re-
quirements imposed on the organization 
under such part B.’’. 

(2) EFFECTIVE DATE.—The amendments 
made by paragraph (1) shall apply to termi-
nations of participation initiated on or after 
the date of the enactment of this Act. 
SEC. 845. EMERGENCY MEDICAL TREATMENT 

AND LABOR ACT (EMTALA) TECH-
NICAL ADVISORY GROUP. 

(a) ESTABLISHMENT.—The Secretary shall 
establish a Technical Advisory Group (in 
this section referred to as the ‘‘Advisory 
Group’’) to review issues related to the 
Emergency Medical Treatment and Labor 
Act (EMTALA) and its implementation. In 
this section, the term ‘‘EMTALA’’ refers to 
the provisions of section 1867 of the Social 
Security Act (42 U.S.C. 1395dd). 

(b) MEMBERSHIP.—The Advisory Group 
shall be composed of 19 members, including 
the Administrator of the Centers for Medi-
care & Medicaid Services and the Inspector 
General of the Department of Health and 
Human Services and of which—

(1) 4 shall be representatives of hospitals, 
including at least one public hospital, that 
have experience with the application of 
EMTALA and at least 2 of which have not 
been cited for EMTALA violations; 

(2) 7 shall be practicing physicians drawn 
from the fields of emergency medicine, cardi-
ology or cardiothoracic surgery, orthopedic 
surgery, neurosurgery, obstetrics-gyne-
cology, and psychiatry, with not more than 
one physician from any particular field; 

(3) 2 shall represent patients; 
(4) 2 shall be staff involved in EMTALA in-

vestigations from different regional offices 

of the Centers for Medicare & Medicaid Serv-
ices; and 

(5) 1 shall be from a State survey office in-
volved in EMTALA investigations and 1 shall 
be from a peer review organization, both of 
whom shall be from areas other than the re-
gions represented under paragraph (4).
In selecting members described in para-
graphs (1) through (3), the Secretary shall 
consider qualified individuals nominated by 
organizations representing providers and pa-
tients. 

(c) GENERAL RESPONSIBILITIES.—The Advi-
sory Group—

(1) shall review EMTALA regulations; 
(2) may provide advice and recommenda-

tions to the Secretary with respect to those 
regulations and their application to hos-
pitals and physicians; 

(3) shall solicit comments and rec-
ommendations from hospitals, physicians, 
and the public regarding the implementation 
of such regulations; and 

(4) may disseminate information on the ap-
plication of such regulations to hospitals, 
physicians, and the public. 

(d) ADMINISTRATIVE MATTERS.—
(1) CHAIRPERSON.—The members of the Ad-

visory Group shall elect a member to serve 
as chairperson of the Advisory Group for the 
life of the Advisory Group. 

(2) MEETINGS.—The Advisory Group shall 
first meet at the direction of the Secretary. 
The Advisory Group shall then meet twice 
per year and at such other times as the Advi-
sory Group may provide. 

(e) TERMINATION.—The Advisory Group 
shall terminate 30 months after the date of 
its first meeting. 

(f) WAIVER OF ADMINISTRATIVE LIMITA-
TION.—The Secretary shall establish the Ad-
visory Group notwithstanding any limita-
tion that may apply to the number of advi-
sory committees that may be established 
(within the Department of Health and 
Human Services or otherwise). 
SEC. 846. AUTHORIZING USE OF ARRANGEMENTS 

WITH OTHER HOSPICE PROGRAMS 
TO PROVIDE CORE HOSPICE SERV-
ICES IN CERTAIN CIRCUMSTANCES. 

(a) IN GENERAL.—Section 1861(dd)(5) (42 
U.S.C. 1395x(dd)(5)) is amended by adding at 
the end the following new subparagraph: 

‘‘(D) In extraordinary, exigent, or other 
non-routine circumstances, such as unantici-
pated periods of high patient loads, staffing 
shortages due to illness or other events, or 
temporary travel of a patient outside a hos-
pice program’s service area, a hospice pro-
gram may enter into arrangements with an-
other hospice program for the provision by 
that other program of services described in 
paragraph (2)(A)(ii)(I). The provisions of 
paragraph (2)(A)(ii)(II) shall apply with re-
spect to the services provided under such ar-
rangements.’’. 

(b) CONFORMING PAYMENT PROVISION.—Sec-
tion 1814(i) (42 U.S.C. 1395f(i)), as amended by 
section 421(b), is amended by adding at the 
end the following new paragraph: 

‘‘(5) In the case of hospice care provided by 
a hospice program under arrangements under 
section 1861(dd)(5)(D) made by another hos-
pice program, the hospice program that 
made the arrangements shall bill and be paid 
for the hospice care.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to hospice 
care provided on or after the date of the en-
actment of this Act. 
SEC. 847. APPLICATION OF OSHA BLOODBORNE 

PATHOGENS STANDARD TO CERTAIN 
HOSPITALS. 

(a) IN GENERAL.—Section 1866 (42 U.S.C. 
1395cc) is amended—

(1) in subsection (a)(1)—
(A) in subparagraph (R), by striking ‘‘and’’ 

at the end; 
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(B) in subparagraph (S), by striking the pe-

riod at the end and inserting ‘‘, and’’; and 
(C) by inserting after subparagraph (S) the 

following new subparagraph: 
‘‘(T) in the case of hospitals that are not 

otherwise subject to the Occupational Safety 
and Health Act of 1970, to comply with the 
Bloodborne Pathogens standard under sec-
tion 1910.1030 of title 29 of the Code of Fed-
eral Regulations (or as subsequently redesig-
nated).’’; and 

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

‘‘(4)(A) A hospital that fails to comply with 
the requirement of subsection (a)(1)(T) (re-
lating to the Bloodborne Pathogens stand-
ard) is subject to a civil money penalty in an 
amount described in subparagraph (B), but is 
not subject to termination of an agreement 
under this section. 

‘‘(B) The amount referred to in subpara-
graph (A) is an amount that is similar to the 
amount of civil penalties that may be im-
posed under section 17 of the Occupational 
Safety and Health Act of 1970 for a violation 
of the Bloodborne Pathogens standard re-
ferred to in subsection (a)(1)(T) by a hospital 
that is subject to the provisions of such Act. 

‘‘(C) A civil money penalty under this 
paragraph shall be imposed and collected in 
the same manner as civil money penalties 
under subsection (a) of section 1128A are im-
posed and collected under that section.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this subsection (a) shall apply to 
hospitals as of July 1, 2003. 
SEC. 848. BIPA-RELATED TECHNICAL AMEND-

MENTS AND CORRECTIONS. 
(a) TECHNICAL AMENDMENTS RELATING TO 

ADVISORY COMMITTEE UNDER BIPA SECTION 
522.—(1) Subsection (i) of section 1114 (42 
U.S.C. 1314)—

(A) is transferred to section 1862 and added 
at the end of such section; and 

(B) is redesignated as subsection (j). 
(2) Section 1862 (42 U.S.C. 1395y) is amend-

ed—
(A) in the last sentence of subsection (a), 

by striking ‘‘established under section 
1114(f)’’; and 

(B) in subsection (j), as so transferred and 
redesignated—

(i) by striking ‘‘under subsection (f)’’; and 
(ii) by striking ‘‘section 1862(a)(1)’’ and in-

serting ‘‘subsection (a)(1)’’. 
(b) TERMINOLOGY CORRECTIONS.—(1) Section 

1869(c)(3)(I)(ii) (42 U.S.C. 1395ff(c)(3)(I)(ii)), as 
amended by section 521 of BIPA, is amend-
ed—

(A) in subclause (III), by striking ‘‘policy’’ 
and inserting ‘‘determination’’; and 

(B) in subclause (IV), by striking ‘‘medical 
review policies’’ and inserting ‘‘coverage de-
terminations’’. 

(2) Section 1852(a)(2)(C) (42 U.S.C. 1395w–
22(a)(2)(C)) is amended by striking ‘‘policy’’ 
and ‘‘POLICY’’ and inserting ‘‘determination’’ 
each place it appears and ‘‘DETERMINATION’’, 
respectively. 

(c) REFERENCE CORRECTIONS.—Section 
1869(f)(4) (42 U.S.C. 1395ff(f)(4)), as added by 
section 522 of BIPA, is amended—

(1) in subparagraph (A)(iv), by striking 
‘‘subclause (I), (II), or (III)’’ and inserting 
‘‘clause (i), (ii), or (iii)’’; 

(2) in subparagraph (B), by striking ‘‘clause 
(i)(IV)’’ and ‘‘clause (i)(III)’’ and inserting 
‘‘subparagraph (A)(iv)’’ and ‘‘subparagraph 
(A)(iii)’’, respectively; and 

(3) in subparagraph (C), by striking ‘‘clause 
(i)’’, ‘‘subclause (IV)’’ and ‘‘subparagraph 
(A)’’ and inserting ‘‘subparagraph (A)’’, 
‘‘clause (iv)’’ and ‘‘paragraph (1)(A)’’, respec-
tively each place it appears. 

(d) OTHER CORRECTIONS.—Effective as if in-
cluded in the enactment of section 521(c) of 
BIPA, section 1154(e) (42 U.S.C. 1320c–3(e)) is 
amended by striking paragraph (5). 

(e) EFFECTIVE DATE.—Except as otherwise 
provided, the amendments made by this sec-
tion shall be effective as if included in the 
enactment of BIPA. 
SEC. 849. CONFORMING AUTHORITY TO WAIVE A 

PROGRAM EXCLUSION. 
The first sentence of section 1128(c)(3)(B) 

(42 U.S.C. 1320a–7(c)(3)(B)) is amended to read 
as follows: ‘‘Subject to subparagraph (G), in 
the case of an exclusion under subsection (a), 
the minimum period of exclusion shall be 
not less than five years, except that, upon 
the request of the administrator of a Federal 
health care program (as defined in section 
1128B(f)) who determines that the exclusion 
would impose a hardship on individuals enti-
tled to benefits under part A of title XVIII or 
enrolled under part B of such title, or both, 
the Secretary may waive the exclusion under 
subsection (a)(1), (a)(3), or (a)(4) with respect 
to that program in the case of an individual 
or entity that is the sole community physi-
cian or sole source of essential specialized 
services in a community.’’. 
SEC. 850. TREATMENT OF CERTAIN DENTAL 

CLAIMS. 
(a) IN GENERAL.—Section 1862 (42 U.S.C. 

1395y) is amended by adding after subsection 
(g) the following new subsection: 

‘‘(h)(1) Subject to paragraph (2), a group 
health plan (as defined in subsection 
(a)(1)(A)(v)) providing supplemental or sec-
ondary coverage to individuals also entitled 
to services under this title shall not require 
a medicare claims determination under this 
title for dental benefits specifically excluded 
under subsection (a)(12) as a condition of 
making a claims determination for such ben-
efits under the group health plan. 

‘‘(2) A group health plan may require a 
claims determination under this title in 
cases involving or appearing to involve inpa-
tient dental hospital services or dental serv-
ices expressly covered under this title pursu-
ant to actions taken by the Secretary.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
the date that is 60 days after the date of the 
enactment of this Act. 
SEC. 851. ANNUAL PUBLICATION OF LIST OF NA-

TIONAL COVERAGE DETERMINA-
TIONS. 

The Secretary shall provide, in an appro-
priate annual publication available to the 
public, a list of national coverage determina-
tions made under title XVIII of the Social 
Security Act in the previous year and infor-
mation on how to get more information with 
respect to such determinations. 

TITLE IX—MEDICAID PROVISIONS 
SEC. 901. NATIONAL BIPARTISAN COMMISSION 

ON THE FUTURE OF MEDICAID. 
(a) ESTABLISHMENT.—There is established a 

commission to be known as the National Bi-
partisan Commission on the Future of Med-
icaid (in this section referred to as the 
‘‘Commission’’). 

(b) DUTIES OF THE COMMISSION.—The Com-
mission shall—

(1) review and analyze the long-term finan-
cial condition of the medicaid program under 
title XIX of the Social Security Act (42 
U.S.C. 1396 et seq.); 

(2) identify the factors that are causing, 
and the consequences of, increases in costs 
under the medicaid program, including—

(A) the impact of these cost increases upon 
State budgets, funding for other State pro-
grams, and levels of State taxes necessary to 
fund growing expenditures under the med-
icaid program; 

(B) the financial obligations of the Federal 
government arising from the Federal match-
ing requirement for expenditures under the 
medicaid program; and 

(C) the size and scope of the current pro-
gram and how the program has evolved over 
time; 

(3) analyze potential policies that will en-
sure both the financial integrity of the med-
icaid program and the provision of appro-
priate benefits under such program; 

(4) make recommendations for establishing 
incentives and structures to promote en-
hanced efficiencies and ways of encouraging 
innovative State policies under the medicaid 
program; 

(5) make recommendations for establishing 
the appropriate balance between benefits 
covered, payments to providers, State and 
Federal contributions and, where appro-
priate, recipient cost-sharing obligations; 

(6) make recommendations on the impact 
of promoting increased utilization of com-
petitive, private enterprise models to con-
tain program cost growth, through enhanced 
utilization of private plans, pharmacy ben-
efit managers, and other methods currently 
being used to contain private sector health-
care costs; 

(7) make recommendations on the financ-
ing of prescription drug benefits currently 
covered under medicaid programs, including 
analysis of the current Federal manufacturer 
rebate program, its impact upon both private 
market prices as well as those paid by other 
government purchasers, recent State efforts 
to negotiate additional supplemental manu-
facturer rebates and the ability of pharmacy 
benefit managers to lower drug costs; 

(8) review and analyze such other matters 
relating to the medicaid program as the 
Commission deems appropriate; and 

(9) analyze the impact of impending demo-
graphic changes upon medicaid benefits, in-
cluding long term care services, and make 
recommendations for how best to appro-
priately divide State and Federal respon-
sibilities for funding these benefits. 

(c) MEMBERSHIP.—
(1) NUMBER AND APPOINTMENT.—The Com-

mission shall be composed of 17 members, of 
whom—

(A) four shall be appointed by the Presi-
dent; 

(B) six shall be appointed by the Majority 
Leader of the Senate, in consultation with 
the Minority Leader of the Senate, of whom 
not more than 4 shall be of the same polit-
ical party; 

(C) six shall be appointed by the Speaker of 
the House of Representatives, in consulta-
tion with the Minority Leader of the House 
of Representatives, of whom not more than 4 
shall be of the same political party; and 

(D) one, who shall serve as Chairman of the 
Commission, appointed jointly by the Presi-
dent, Majority Leader of the Senate, and the 
Speaker of the House of Representatives. 

(2) DEADLINE FOR APPOINTMENT.—Members 
of the Commission shall be appointed by not 
later than December 1, 2002. 

(3) TERMS OF APPOINTMENT.—The term of 
any appointment under paragraph (1) to the 
Commission shall be for the life of the Com-
mission. 

(4) MEETINGS.—The Commission shall meet 
at the call of its Chairman or a majority of 
its members. 

(5) QUORUM.—A quorum shall consist of 8 
members of the Commission, except that 4 
members may conduct a hearing under sub-
section (e). 

(6) VACANCIES.—A vacancy on the Commis-
sion shall be filled in the same manner in 
which the original appointment was made 
not later than 30 days after the Commission 
is given notice of the vacancy and shall not 
affect the power of the remaining members 
to execute the duties of the Commission. 

(7) COMPENSATION.—Members of the Com-
mission shall receive no additional pay, al-
lowances, or benefits by reason of their serv-
ice on the Commission. 

(8) EXPENSES.—Each member of the Com-
mission shall receive travel expenses and per 
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diem in lieu of subsistence in accordance 
with sections 5702 and 5703 of title 5, United 
States Code. 

(d) STAFF AND SUPPORT SERVICES.—
(1) EXECUTIVE DIRECTOR.—
(A) APPOINTMENT.—The Chairman shall ap-

point an executive director of the Commis-
sion. 

(B) COMPENSATION.—The executive director 
shall be paid the rate of basic pay for level V 
of the Executive Schedule. 

(2) STAFF.—With the approval of the Com-
mission, the executive director may appoint 
such personnel as the executive director con-
siders appropriate. 

(3) APPLICABILITY OF CIVIL SERVICE LAWS.—
The staff of the Commission shall be ap-
pointed without regard to the provisions of 
title 5, United States Code, governing ap-
pointments in the competitive service, and 
shall be paid without regard to the provi-
sions of chapter 51 and subchapter III of 
chapter 53 of such title (relating to classi-
fication and General Schedule pay rates). 

(4) EXPERTS AND CONSULTANTS.—With the 
approval of the Commission, the executive 
director may procure temporary and inter-
mittent services under section 3109(b) of title 
5, United States Code. 

(5) PHYSICAL FACILITIES.—The Adminis-
trator of the General Services Administra-
tion shall locate suitable office space for the 
operation of the Commission. The facilities 
shall serve as the headquarters of the Com-
mission and shall include all necessary 
equipment and incidentals required for the 
proper functioning of the Commission. 

(e) POWERS OF COMMISSION.—
(1) HEARINGS AND OTHER ACTIVITIES.—For 

the purpose of carrying out its duties, the 
Commission may hold such hearings and un-
dertake such other activities as the Commis-
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.—Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec-
essary to carry out its duties. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE AND OFFICE OF THE CHIEF ACTU-
ARY OF CMS.—

(A) The Director of the Congressional 
Budget Office or the Chief Actuary of the 
Centers for Medicare & Medicaid Services, or 
both, shall provide to the Commission, upon 
the request of the Commission, such cost es-
timates as the Commission determines to be 
necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests by the Commission 
under subparagraph (A). 

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon 
the request of the Commission, the head of 
any Federal agency is authorized to detail, 
without reimbursement, any of the personnel 
of such agency to the Commission to assist 
the Commission in carrying out its duties. 
Any such detail shall not interrupt or other-
wise affect the civil service status or privi-
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.—Upon the re-
quest of the Commission, the head of a Fed-
eral agency shall provide such technical as-
sistance to the Commission as the Commis-
sion determines to be necessary to carry out 
its duties. 

(6) USE OF MAILS.—The Commission may 
use the United States mails in the same 
manner and under the same conditions as 
Federal agencies and shall, for purposes of 
the frank, be considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 

(7) OBTAINING INFORMATION.—The Commis-
sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, 
United States Code. Upon request of the 
Chairman of the Commission, the head of 
such agency shall furnish such information 
to the Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) PRINTING.—For purposes of costs relat-
ing to printing and binding, including the 
cost of personnel detailed from the Govern-
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con-
gress. 

(f) REPORT.—Not later than March 1, 2004, 
the Commission shall submit a report to the 
President and Congress which shall contain a 
detailed statement of the recommendations, 
findings, and conclusions of the Commission. 

(g) TERMINATION.—The Commission shall 
terminate 30 days after the date of submis-
sion of the report required in subsection (f). 

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated 
$1,500,000 to carry out this section. 
SEC. 902. DISPROPORTIONATE SHARE HOSPITAL 

(DSH) PAYMENTS. 
Section 1923(f)(3) (42 U.S.C. 1396r–4(f)(3)) is 

amended—
(1) in subparagraph (A), by amending sub-

paragraph (A) to read as follows: 
‘‘(A) IN GENERAL.—The DSH allotment for 

any State—
‘‘(i) for fiscal year 2003 is equal to the DSH 

allotment for the State for fiscal year 2001 
under the table in paragraph (2), without re-
gard to paragraph (4), increased, subject to 
subparagraph (B) and paragraph (5), by the 
percentage change in the consumer price 
index for all urban consumers (all items; 
U.S. city average), for fiscal year 2001; and 

‘‘(ii) for each succeeding fiscal year is 
equal to the DSH allotment for the State for 
the previous fiscal year under this subpara-
graph increased, subject to subparagraph (B) 
and paragraph (5), by 1.7 percent or, in the 
case of fiscal years beginning with the fiscal 
year specified in subparagraph (C) for that 
State, the percentage change in the con-
sumer price index for all urban consumers 
(all items; U.S. city average), for the pre-
vious fiscal year.’’; and 

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

‘‘(C) FISCAL YEAR SPECIFIED.—For purposes 
of subparagraph (A)(ii), the fiscal year speci-
fied in this subparagraph for a State is the 
first fiscal year for which the Secretary esti-
mates that the DSH allotment for that State 
will equal (or no longer exceed) the DSH al-
lotment for that State under the law as in 
effect before the date of the enactment of 
this subparagraph.’’. 
SEC. 903. MEDICAID PHARMACY ASSISTANCE 

PROGRAM. 
Title XIX is amended—
(1) by redesignating section 1935 as section 

1936; and 
(2) by inserting after section 1934 the fol-

lowing new section: 
‘‘PHARMACY ASSISTANCE PROGRAM 

‘‘SEC. 1936. (a) IN GENERAL.—A State plan 
under this title may provide assistance, con-
sistent with this section, to pharmacies in 
implementing the new prescription drug ben-
efit under part D of title XVIII. 

‘‘(b) USE OF FUNDS.—Such grants may be 
provided to assist pharmacies—

‘‘(1) in complying with requirements relat-
ing to electronic prescribing; 

‘‘(2) in prospective drug utilization review; 
and 

‘‘(3) in developing innovative medication 
therapy management programs using infor-
mation technology. 

‘‘(c) CONDITION FOR RECEIPT.—A pharmacy 
is not eligible for a grant under this section 
unless the pharmacy demonstrates how it 
will operate a program that will work effec-
tively with patients to reduce adverse drug 
reactions and medical errors. No grant shall 
be awarded under this section before Janu-
ary 1, 2004. 

(d) PRIORITIES.—In awarding grants under 
this section, a State shall take into account 
and give priority to the needs of small or 
rural pharmacies and to pharmacies which 
service underserved areas. 

‘‘(e) FUNDING.—
‘‘(1) TREATMENT AS MEDICAL ASSISTANCE.—

Subject to paragraph (2), amounts provided 
under grants by a State under this section 
(and the reasonable administrative expenses 
of a State in carrying out this section, not to 
exceed 10 percent of the total amount award-
ed as grants by a State) shall be treated as 
the provision of medical assistance for pur-
poses of section 1903. In applying section 
1903(a)(1) with respect to such assistance, the 
Federal medical assistance percentage is 
deemed to be 100 percent. 

‘‘(2) LIMITATION AND ALLOTMENT.—
‘‘(A) LIMITATION.—The total amount for 

which Federal financial participation is 
available under section 1903(a) for grants and 
administrative expenses under this section 
in calendar quarters in any fiscal year is lim-
ited to $150,000,000 in each of fiscal years 2004 
through 2007. 

‘‘(B) ALLOCATION.—The Secretary shall 
provide a method for the allocation of the 
amount of funds described in subparagraph 
(A) in each fiscal year among the States. 
Such method shall take into account the dis-
tribution among States of priority phar-
macies specified in subsection (d). 

‘‘(3) REQUIREMENT FOR APPLICATION.—The 
preceding provisions of this section shall 
only apply to a State if the State has filed 
with the Secretary an amendment to its 
State plan that provides for the awarding of 
grants under this section that is consistent 
with the requirements of this section.’’. 

The SPEAKER pro tempore. The gen-
tlewoman from Connecticut (Mrs. 
JOHNSON), the gentleman from Cali-
fornia (Mr. STARK), the gentleman from 
Louisiana (Mr. TAUZIN), and the gen-
tleman from Michigan (Mr. DINGELL) 
each will control 30 minutes of debate 
on the bill. 

The Chair recognizes the gentle-
woman from Connecticut (Mrs. JOHN-
SON). 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself 3 minutes. 

Mr. Speaker, I rise in strong support 
of H.R. 4954 because it provides pre-
scription drugs to all seniors as an en-
titlement under Medicare. 

Mr. Speaker, I am honored to bring 
this bill to the floor of this great 
House. Everywhere I go, seniors look at 
me with worry in their eyes, concern 
that they will not be able to buy the 
prescription drugs needed to get well, 
worry that they will not be able to af-
ford the many prescriptions needed to 
enable them to enjoy their lives and 
keep on with their daily activities. 

Mr. Speaker, nothing is more impor-
tant than assuring that our seniors 
have access to prescription drugs as 
part of Medicare, within Medicare as 
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part of that entitlement to health serv-
ices, because indeed, Medicare without 
prescription drugs is a mere shadow of 
the promise of health care security 
that Medicare has always represented 
to the seniors of our great country. 

Mr. Speaker, I am very proud that 
this bill provides the deepest discounts 
on drug prices that any bill has ever 
brought to this floor. It is a 30 percent 
discount, compared to every other plan 
that provides a 10 percent discount. 

On top of that 30 percent discount are 
powerful subsidies, 80 percent sub-
sidies, up to $1,000 in drug costs, and 
50⁄50 after that. This is powerful help. 
For those living under 150 percent of 
poverty income, it will provide 100 per-
cent of their drug cost needs up to 
$2,000. For over that, States will have 
freed-up resources to help those that 
cannot afford their prescriptions. 

This is a powerful benefit for our sen-
iors right up through catastrophic cov-
erage, which provides the peace of 
mind that they so deserve in their sen-
ior years. 

But that is not all this bill does. It 
goes on to provide better preventive 
care for our seniors and to provide 
those plans that are able to provide 
disease management, which is the only 
way that seniors with chronic illness 
are going to enjoy health in their elder 
years. Also, it reduces the cost of medi-
cation errors, provides safety for our 
seniors, compensates our providers 
more realistically, and in general, 
would strengthen our Medicare pro-
gram. 

I am going to go into the details of 
the bill later, Mr. Speaker. I will re-
serve my time for a discussion of this 
powerful new expansion of Medicare to 
improve the lives of the seniors of our 
country. 

Mr. Speaker, I reserve the balance of 
my time. 

Mr. STARK. Mr. Speaker, I yield my-
self 1 minute. 

Mr. Speaker, I would explain, when 
one sells out to the insurance industry, 
we get the Republican bill. They free 
up any resources that go to the Hart-
ford Insurance Companies. 

The truth is that the average senior 
in this country spends $3,059 on drugs. 
Under the Republican plan, they will 
have to spend $1,959 out of pocket to 
get that $3,000 worth of drugs. Under 
the bill that we would suggest, they 
would spend only $691.80. 

So Members can see that the Demo-
cratic plan, had we been allowed to 
offer it, is better. It does something for 
the seniors that the Republican bill 
does not do: it gives them the where-
withal to afford drugs. It gives them an 
entitlement that they are entitled to. 

The Republican bill is an entitlement 
for the pharmaceutical industry and 
the insurance industry. They are the 
only ones who get any money under the 
Republican bill. Under our alternative, 
the seniors are entitled. 

Mr. Speaker, I reserve the balance of 
my time. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 31⁄2 minutes to the gen-

tleman from California (Mr. THOMAS), 
the chairman of the Committee on 
Ways and Means and an expert on 
health policy and prescription drugs.

Mr. THOMAS. Mr. Speaker, I thank 
the gentlewoman for yielding time to 
me. 

Mr. Speaker, at some point, some-
body needs to talk about reality. What 
we have heard from the other side of 
the aisle is that they want to operate 
under democracy, that democracy does 
not operate here. 

There is a difference between democ-
racy and chaos. Democracy means ma-
jority rules, but it also means rights of 
the minority. What are some of those 
rights? The rights are the minority 
gets to participate if they play by the 
rules. What are the rules? That under 
the budget, and they want democracy, 
under the budget they have the right 
to offer a plan which costs no more 
than the amount the budget provides: 
$350 billion. What they presented was a 
plan that costs $974 billion. 

Guess what? They do not play by the 
rules; they do not get to offer their 
substitute. What they want to do is do 
whatever they want to do without fol-
lowing the rules. That is not democ-
racy. 

Secondly, what I heard from the gen-
tleman from Florida while we were ar-
guing the rules was, our bill does not 
do a pay-back to the providers. What 
does that mean? They are going to 
spend $1 trillion, and they do not take 
any of it to address the fact that our 
physicians serving seniors have a pay-
ment system that is broken. Why is it 
broken? Because it is not automatic. If 
it were automatic, it would adjust to 
the market. Instead, it is an arbitrary, 
fixed price. But they do not even want 
to fix that in their bill. 

Now, we have also heard several 
times, the latest argument was that we 
are in the pocket of somebody; that Re-
publicans can only write a bill if they 
are in the pocket of somebody. Often-
times we have heard that we are in the 
pocket of the pharmaceutical manufac-
turers. 

Mr. Speaker, let me explain what is 
in this bill. The Democrats put into ef-
fect a payment called ‘‘best price.’’ 
Whenever someone says, we are going 
to give you the best price, you had bet-
ter beware. What is ‘‘best price’’? It is 
an arbitrary, bureaucratic, green eye 
shade determination of a floor of what 
we are going to pay. 

When the Democrats ran this place 
and when the Democrats wrote legisla-
tion, they put in best price. Do Mem-
bers know what we suggest? In this 
bill, we get rid of best price. What in 
the world would we pay if we got rid of 
best price? Guess what. 

Do Members know that in that pock-
et of the pharmaceutical manufactur-
ers that we are in there is going to be 
a whole lot more room for us, because 
the pharmaceutical manufacturers get 
taken out of their bottom line $18 bil-
lion in this bill. They are denied $18 
billion by going from best price. 

They have to help us solve this prob-
lem by the tune of $18 billion, because 
instead of best price, guess what we 
ask them to do? We ask them to com-
pete. We have all kinds of laws to 
produce pure drugs. Who will give it to 
us at the cheapest price? A modest 
competition produces a savings of $18 
billion applied to the benefits to sen-
iors paid for by pharmaceutical manu-
facturers. 

They have nothing in their bill. They 
have rhetoric. They have hot air. We 
have $18 billion paid out of the pockets 
of the pharmaceutical manufacturers 
to help seniors. 

Mr. STARK. Mr. Speaker, I yield my-
self such time as I may consume. 

Mr. Speaker, I would remind the dis-
tinguished chair of the Committee on 
Ways and Means that I suggested that 
the Republicans were in the pocket of 
the insurance companies, and I was 
about to say that when they go to bed 
with the pharmaceutical industry, they 
get a bill like this. 

Mr. Speaker, I yield 21⁄2 minutes to 
the gentleman from Michigan (Mr. 
LEVIN). 

(Mr. LEVIN asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. LEVIN. Mr. Speaker, I say to the 
gentleman from California (Mr. THOM-
AS), democracy means give the minor-
ity a substitute bill, period. That is 
what it means. Under the rules? Look, 
we go by the American rules, not the 
rules of the gentleman from California 
(Mr. THOMAS). 

It is a disgrace that they do not give 
us the chance for a substitute. They 
did it on the trade bill, a motion to re-
commit. Now they are doing it on this. 

Mr. Speaker, we will never yield to 
the gentleman’s demeaning democracy. 
The gentlewoman from Connecticut 
(Mrs. JOHNSON) talks about ‘‘this great 
House.’’ I want to talk substance, that 
she is demeaning this great House. She 
is changing this from the people’s 
House to something else. 

Mr. Speaker, this bill is a shell. It is 
worse than empty in the sense that it 
is filled with deceptions. Ten words: no 
set premiums, no assured benefits, and 
use private insurance. 

The gentlewoman from Connecticut 
(Mrs. JOHNSON) said, let us not get into 
the details. I can understand why. She 
likes to say that 44 percent of women 
will be covered without cost. What she 
does not say is that those women are 
especially vulnerable to paying more 
than $2,000 bucks; and after that, they 
fall into a deep hole of noncoverage. 

This bill is not part of Medicare like 
hospital and physician bills, and we 
say, why not? They just do not like 
Medicare.

b 2300 
Now, the gentleman from California 

(Mr. THOMAS) does not like us to talk 
about Medicare+Choice. I can under-
stand. That has not worked. Under 
Medicare+Choice if there is not enough 
money then you have to come to Con-
gress. Under your bill if there is not 
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enough money, I would call this no pre-
scription choice, except you can run to 
the Secretary to get some more money. 

This bill, as I said, is worse than an 
empty shell; and what makes it worse 
is you are playing the shell game with 
democracy. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 2 minutes and 15 sec-
onds to the gentleman from Illinois 
(Mr. CRANE). 

Mr. CRANE. Mr. Speaker, I rise in 
strong support of H.R. 4954, the Medi-
care Modernization and Prescription 
Drug Act. 

When it comes to Medicare, Congress 
must consistently balance accessibility 
of services from qualified providers, 
cost and financial stability of the 
Medicare program. This legislation 
does just that. 

H.R. 4954 provides a long-overdue pre-
scription drug benefit that is voluntary 
and available to all Medicare bene-
ficiaries in a fiscally responsible way. 
Our House-passed budget provides for 
$350 billion for a Medicare prescription 
drug benefit and modernizations to the 
program. 

According to CBO estimates our pro-
posed drug benefit is estimated to cost 
$310 billion over 10 years and also 
achieves a 30 percent savings on drug 
costs. It is projected that in 2004 the 
median out-of-pocket drug costs for 
Medicare beneficiaries will be $1,453. 
Under our proposal, $827 of that, more 
than 50 percent, of the beneficiary’s 
drug expenditures will be covered. 

The Medicare Modernization and Pre-
scription Drug Act also provides a 
number of reasonable and necessary ad-
justments to provider payments. Most 
importantly, this legislation includes 
$21.3 billion for physicians to reverse 
the negative and irrational payment 
updates they received this year and are 
expected to receive next year. 

The physician payment provision 
helps us to ensure that physicians will 
continue to participate in the Medicare 
program and provide quality health 
service to beneficiaries. If we do not 
ensure that providers are adequately 
reimbursed, all the new benefits that 
we have passed and will pass for Medi-
care beneficiaries will be for naught be-
cause providers will close their doors 
to beneficiaries. 

My colleagues on the other side of 
the aisle argue that this legislation is 
an empty promise to seniors. I cannot 
disagree more. This package provides a 
prescription drug benefit that covers 
more than 95 percent of Medicare bene-
ficiaries and helps to improve access to 
quality health care services. 

Let us give our seniors access to 
quality health services that they de-
serve. Let us pass a meaningful pre-
scription drug benefit that is voluntary 
and available to all Medicare bene-
ficiaries. Let us make sure that our 
seniors have a choice in Medicare. Let 
us not play politics with America’s 
seniors. 

I urge my colleagues to support the 
Medicare Modernization and Prescrip-
tion Drug Act.

Mr. STARK. Mr. Speaker, I yield 2 
minutes to the distinguished gen-
tleman from Maryland (Mr. CARDIN). 

Mr. CARDIN. Mr. Speaker, let me 
thank the gentleman from California 
(Mr. STARK) for yielding me time. 

Mr. Speaker, this bill is fundamen-
tally flawed. It does not use the Medi-
care model for providing benefits; and 
with Medicare, when we provide bene-
fits for physicians or hospitals, our 
seniors are guaranteed those benefits. 
In this bill for prescription drugs, they 
are guaranteed nothing. 

It reminds me of what we told our 
seniors with HMOs. Join HMOs and you 
will get prescription drug coverage. 
What happened as soon as they joined? 
The deductible, the co-pays went up, 
and the amount of coverage went down. 

There is no protection in this bill on 
premiums like under Medicare. In 
Medicare, our seniors know that their 
Part B premium is tied to 25 percent of 
the cost. They know how much it will 
be. There is no protection in this bill as 
to what the premium will be set at or 
how much it will increase. No protec-
tions to our seniors. 

In Medicare, we know that there will 
be a reimbursement system in our com-
munities. You can always rely on Medi-
care. The underlying bill relies on pri-
vate insurance. Mr. Speaker, there is 
no protection in this bill for those pri-
vate insurance companies leaving our 
community. 

Look what happened with the HMOs. 
They enrolled seniors. They brought 
them in, and then they left town. 

Ask the people in Maryland. In 1996, 
we had eight HMOs writing seniors 
business, private insurance. Today, we 
have one with a capped enrollment. 
The private insurance companies will 
be there as long as they can make 
money; and as soon as they cannot 
make money, they will be gone. 

There is no protection in this bill to 
provide prescription drugs to our sen-
iors. It is fundamentally flawed, and we 
should correct it. We will have an op-
portunity to do it with the motion to 
recommit. 

I urge my colleagues, if we are seri-
ous about providing prescription drug 
coverage for seniors, let us use the 
model that has worked. Let us use the 
Medicare model. Let us not use private 
insurance, solely private insurance. It 
has not worked in the past, and it will 
not work under this bill. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 2 minutes to the gen-
tleman from Louisiana (Mr. MCCRERY), 
an esteemed member of the Sub-
committee on Health of the Committee 
on Ways and Means. 

(Mr. MCCRERY asked and was given 
permission to revise and extend his re-
marks.) 

Mr. MCCRERY. Mr. Speaker, I thank 
the gentlewoman for yielding me time. 

Mr. Speaker, to those who say the 
benefit in this bill is not rich enough, 
Mr. Speaker, I would ask them to re-
member that Medicare spending, de-
spite the bipartisan Balanced Budget 

Act of 1997, is still growing at an 
unsustainable rate. As a share of our 
gross domestic product, Medicare has 
grown from 1.3 percent in 1980 to more 
than 2.2 percent today and will hit 5 
percent by the year 2030. By 2075, Medi-
care will be just under 10 percent of our 
gross domestic product. 

10 percent of GDP may not seem like 
much until you consider that over the 
last four decades Federal tax revenues 
have averaged between 18 and 19 per-
cent of GDP. In other words, Mr. 
Speaker, under current projections, un-
less the Federal tax burden is raised to 
new and potentially economically de-
structive levels, Medicare, together 
with Social Security and Medicaid, will 
quickly crowd out spending on other 
important initiatives, including de-
fense, homeland security, education, 
transportation and others. 

These long-term trends will only be 
exacerbated by the addition of a pre-
scription drug benefit which is not cou-
pled with meaningful structural reform 
of the Medicare program. 

I am pleased, therefore, that the leg-
islation before us this evening includes 
the first steps towards the long-term 
structural reforms needed to bend the 
growth curve. Just as it would be irre-
sponsible for the Congress, Mr. Speak-
er, not to try to help seniors with the 
cost of prescription drugs, it would be 
irresponsible to add a prescription drug 
benefit to Medicare without tackling 
these long-term trends in the growth of 
Medicare spending. 

I hope, Mr. Speaker, that next year 
we will come back here on this floor 
and continue the kind of reforms that 
we started in this bill tonight so that 
those who are under 65 in our society 
will not be burdened with a tax that 
just cannot be sustained and continue 
the kind of society, the kind of econ-
omy that we enjoy in this country. 

Mr. Speaker, I urge my colleagues to 
adopt this bill along with the minor re-
forms that we have this evening.

Mr. STARK. Mr. Speaker, pending 
recognizing the gentleman from Wash-
ington (Mr. MCDERMOTT) for 2 minutes, 
I would just like to remind the Mem-
bers that the gentleman from Lou-
isiana (Mr. MCCRERY) recalls that it 
was the gentlewoman from Connecticut 
(Mrs. JOHNSON) who voted in com-
mittee not to increase money for nurs-
ing homes. She voted against elimi-
nating co-pays for home health care. 
She voted against limiting the pre-
miums to seniors, and she voted 
against giving seniors a choice of going 
to any pharmacy. So much for her con-
cern for the seniors. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I assume my colleague was 
speaking on his own time. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). The gentlewoman is cor-
rect. The gentleman was speaking on 
his time. 

Mr. STARK. Mr. Speaker, I yield 2 
minutes to the gentleman from Wash-
ington (Mr. MCDERMOTT). 

Mr. MCDERMOTT. Mr. Speaker, this 
is a bad bill because there is no assured 
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benefits and there is no set premiums 
because the Republicans are 
privatizing Medicare. They are giving 
this whole benefit to the private insur-
ance companies. 

Now you have to remember that the 
chairman of the committee chaired the 
Medicare Commission and spent an en-
tire year trying to get a voucher sys-
tem for senior citizens in Medicare. 
This is his second try. Buried in this 
bill is the creation of a new private 
benefit management company or man-
agement authority that will handle the 
HMOs and will handle the private drug 
plans. 

Now you think I am making this up, 
but if you take the bill, and I will bet 
you there is not a person on this floor 
that has read page 157, line 16, which 
prevents the Secretary of HHS from 
‘‘interfering in any way with the nego-
tiations between the private drug plans 
and the Medicare+Choice organizations 
and drug manufacturers.’’ 

Now what this is saying is that the 
Secretary of Health and Human Serv-
ices, whoever that may be, has no abil-
ity to stand up for the people of this 
country, the senior citizens, the 40 mil-
lion people that count on this program, 
and negotiate for them. She has to 
stand back and let the private drug 
programs and the pharmaceutical com-
panies negotiate. 

Now, we all saw what happened with 
Medicare+Choice. Hundreds of thou-
sands of people were lured into HMOs 
and then were dumped out in the 
street; 500,000 in my State; and I do not 
know how many across this country. 
And you say, well, we did not learn 
anything from that. We know the pri-
vate industry will take care of them. 
So let us give them the drug benefit. 
You are going to get the same thing, 
and it is rotten. 

Everyone should vote ‘‘no’’ and vote 
‘‘yes’’ on the Democratic alternative. 

Mr. STARK. Mr. Speaker, I yield my-
self 15 seconds to remind the Members 
that both the gentlewoman from Con-
necticut (Mrs. JOHNSON) and the gen-
tleman from Florida (Mr. SHAW) voted 
against increasing payments to hos-
pitals, voting against filling the Repub-
lican gap in the drug coverage, and 
voted against requiring drug companies 
to offer real discounts. So much that 
they care for the senior citizens of this 
country.

Mr. Speaker, I yield 2 minutes to the 
gentleman from Wisconsin (Mr. KLECZ-
KA). 

Mr. KLECZKA. Mr. Speaker, we are 
told by my Republican colleagues that 
this is a powerful benefit, that this is 
an historic opportunity. Well, nothing 
could be further from the truth. For 
you see, Mr. Speaker, 2 years ago to 
the day an identical bill passed this 
House of Representatives. And why did 
it pass 2 years ago at this time and why 
is this bill on the floor here today? Be-
cause 4 months from now we will have 
the November congressional elections. 

And you see, the American public 
wants a drug benefit. And they do not 

want to give one, but they keep bring-
ing up this fig leaf 4 months, every 2 
years before the Congressional elec-
tions. 

But what is their bill all about? This 
is not a Medicare benefit like hospitals 
and physicians. This is a subsidy to in-
surance companies. We were told 2 
years ago when this same bill was up 
that no insurance companies are going 
to sell these policies. For everyone who 
buys a policy will have a claim against 
the policy, and it is going to be iden-
tical to the failed experiment that the 
gentleman from California (Mr. THOM-
AS) called Medicare Choice. 

Two million people have been can-
celed by insurance companies from 
that plan, and the same is going to 
happen here. But for a senior with drug 
costs of $3,800 a year, the Republican 
plan will give them almost nothing. 
After they are charged a premium, a 
deductible, they pay $150 for the first 
$1,000 of costs. They pay one-half or 
$500 for the next thousand. Then they 
have no coverage at all for any and all 
drug costs from $2,000 to $3,800. So for 
$3,800 in drug costs per year the senior 
gets $3,100 of extra payments out of the 
pocket. The benefit is $680. 

Is that what they want to give their 
mothers and their aging fathers? They 
should be ashamed of themselves. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 1 minute to the gen-
tleman from Iowa (Mr. NUSSLE). 

(Mr. NUSSLE asked and was given 
permission to revise and extend his re-
marks.) 

Mr. NUSSLE. Mr. Speaker, I rise in 
support of H.R. 4954, the Medicare Mod-
ernization Prescription Drug Act. It is 
a good bill. It fits within a budget. It 
fits within a budget plan. We have got 
a budget. We have got a plan. It meets 
the needs of seniors. It meets the needs 
of health care providers. It meets the 
needs for the future. 

In 1965, Medicare should have in-
cluded a prescription drug benefit.

b 2315 

For many years after 1965, Democrats 
had the opportunity to propose legisla-
tion for a prescription drug benefit. In 
fact as early as 1993, they controlled 
the House, the other body and the 
House down the road here, and did not 
do a thing for seniors on prescription 
drugs; and now tonight they rush in, 
claim that we will not let them have 
the substitute when in fact their sub-
stitute costs almost a trillion dollars; 
and that is the reason they cannot 
have it, because it does not fit within a 
budget, and it does not fit within a 
plan. 

Mr. Speaker, just 3 hours ago they 
were screaming that we had to raise 
the debt ceiling because we were spend-
ing too much. Tonight they are claim-
ing we are not spending enough. Vote 
for this bill.

I rise in support of H.R. 4954, the Medicare 
Modernization and Prescription Drug act of 
2002. I’d like to congratulate the Committees 
on Ways and Means and Energy and Com-

merce for producing a bill that provides a 
much-needed Medicare prescription drug ben-
efit within a fiscally responsible framework. 

No senior should be forced to choose be-
tween the basic necessities of life and pur-
chasing prescription drugs. This bill provides 
prescription drug coverage that is affordable, 
accessible, and completely voluntary. 

Because the Medicare program has not 
been significantly modernized since its incep-
tion in 1965 to include a prescription drug ben-
efit, it is not meeting the needs of Iowa sen-
iors. 

While the drug benefit is indeed important, 
Iowans recognize that the critical inequities in 
today’s current Medicare program must also 
be addressed. While Iowa boasts the 8th high-
est quality of heathcare in the Nation, it is 50th 
in Medicare reimbursement. 

Actions that affect Medicare affect Iowa’s 
entire health care system. If health care pro-
viders leave rural areas, who will write pre-
scriptions under the new drug benefit? Who 
will provide the care that cannot be provided 
by drugs alone? If local hospitals close, where 
will we take our children for emergency care? 

Many of these problems have compounded 
since 1965, but rural health care, particularly 
in Iowa, is on the verge of a crisis. This bill of-
fers significant progress toward bridging the 
gap between urban providers and those in 
rural States such as Iowa. 

As a member of the House Committee on 
Ways and Means, I successfully amended this 
important legislation with Medicare’s anti-
quated reimbursement policies in the current 
system in mind. My amendment is directed at 
the hospitals that need help the most, espe-
cially those in Iowa. It has been estimated that 
my amendment will provide $123 million over 
the years in much-needed relief for Iowa hos-
pitals such as Covenant in Waterloo, Mercy in 
Dubuque, and Regional Medical Center in my 
hometown of Manchester. 

I am also pleased that this legislation in-
cludes an important provision recognizing the 
unique cost of physician work in rural areas. 
This provision would give the Secretary of 
Health and Human Services discretion to raise 
the minimum level of physician wages pro-
viding an increase of roughly $7 million to phy-
sicians in Iowa. 

After years of working to correct these in-
equities, I’m glad to see that the House of 
Representatives is following my lead in ad-
dressing these disparities in the current sys-
tem. While this legislation is an important step 
forward, I will not stop working on this impor-
tant issue. 

Today we are adding an unquestionably im-
portant prescription drug benefit to Medicare 
as well as beginning to reverse the years of 
unjust reimbursement formulas that have bur-
dened Iowa’s hospitals and physicians. We 
have listened to both seniors and health care 
professionals. 

The budgetary parameters for this bill were 
established in the Concurrent Resolution on 
the budget for Fiscal Year 2003 (H. Con. Res 
353), the budget resolution that the House 
passed in March and then deemed enforce-
able in the House last month.

That budget made modernizing Medicare 
with, among other things, a prescription drug 
benefit and reforming Medicare among the 
highest priorities for the Congress—along with 
fighting the war on terrorism and encouraging 
economic recovery. 
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The budget provides $5 billion in fiscal year 

2003 and $350 billion over 10 years to 
strengthen Medicare and include a prescrip-
tion drug benefit. That money was specifically 
fenced off from the rest of a budget in a re-
serve fund. 

This bill meets the requirements in the 
budget resolution and therefore I am releasing 
amounts in the reserve fund provided in the 
budget resolution to enable the House to con-
sider the bill. 

Some have said that $350 billion is inad-
equate. The bottom line is that we made the 
maximum amount available for Medicare, 
given the state of the economy and the costs 
we face in the war against terrorism. 

Indeed, the bill provides almost twice the re-
sources for Medicare reform as the President 
proposed in his budget for fiscal year 2003. 
Unfortunately, critics of the bill failed to offer 
an alternative when the budget resolution was 
considered on the floor. And the other body 
has yet to even consider a budget resolution, 
despite the fact that they are required by law 
to do so by April 15. 

As modified by the rule, this bill is ‘‘on budg-
et’’ and within the reserve fund level of $350 
billion over 10 years. About $310 billion of the 
total is for the drug benefit, around $40 billion 
of additional assistance is provided to strug-
gling medicare providers, and the rest is for 
various miscellaneous but important provisions 
such as regulatory reform. 

The modernization provisions in the bill in-
clude a Medicare+Choice competition pro-
gram, regulatory reform, and the President’s 
prescription drug discount card. 

I believe that modernization efforts like the 
Medicare Plus Choice competition program 
are necessary to help address Medicare’s 
long-term financial liabilities. I would encour-
age future conferees on this bill to make fur-
ther reforms to address Medicare’s financial li-
abilities, should the other body act on this leg-
islation and allow us to have a conference. 

In conclusion, this bill fulfills our commitment 
to enact a prescription drug benefit within 
Medicare that is affordable, and that is part of 
the overall effort to reform Medicare to make 
the program sustainable over the long term.

Mr. STARK. Mr. Speaker, I yield 2 
minutes to the gentleman from Ten-
nessee (Mr. TANNER), who realizes that 
the National Community Pharmacists 
Association states that the Republican 
bill penalizes beneficiaries desiring to 
continue their trusted relationship 
with their pharmacists and access to 
valuable pharmacist services. 

(Mr. TANNER asked and was given 
permission to revise and extend his re-
marks.) 

Mr. TANNER. Mr. Speaker, I thank 
the gentleman from California (Mr. 
STARK) for yielding me this time. 

Mr. Speaker, my problem with the 
bill that is under consideration tonight 
is in the theory behind it. My family 
has been in the insurance business in 
Tennessee for over a hundred years, 
and the reason we have Medicare in 
this country is because in the private 
world of insurance, there is no way 
that a senior citizen 80 years old with 
heart trouble and diabetes can buy 
health insurance. That is why Medicare 
came into being. They still could not 
buy it if we did not have Medicare. So 

what we are trying to do here is put a 
square peg in a round hole in that this 
bill tries to make an insurable product 
out of a benefit for which there is no 
risk pool for the concept, the theory of 
insurance to work. 

Insurance does not work when every 
policyholder is also making a claim 
against their policy. By the very incep-
tion of this kind of protocol, every pol-
icyholder will be making a claim. It is 
simply not an insurable product. What 
we are going to wind up with, I am 
afraid, and we will be back here in a 
year if this passes and passes the Sen-
ate, is we are going to have a patch-
work across the country of differing 
coverages, differing plans, differing 
copays, differing premiums, differing in 
every respect. Nobody will know for 
sure what they have got. 

What is one to do? One will figure 
what one’s drug payment is a year; and 
if it is less than what they would get if 
there is a plan offered and knowing 
they cannot go to their neighborhood 
pharmacy even if the pharmacy is will-
ing to abide by the plan, if their drug 
benefit is more than what they are 
spending, they will take it. If it is less 
than that, they will not. So everybody 
that the insurance company signed up 
will be making a claim and will be get-
ting more than their premium copay-
ments. The whole structure of this 
thing is flawed, and that is why I can-
not support it. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 2 minutes to the gen-
tlewoman from Washington (Ms. 
DUNN), a member of the Committee on 
Ways and Means. 

Ms. DUNN. Mr. Speaker, one of the 
most important values to all seniors is 
that they be financially independent in 
their retirement, and that means they 
do not want to be a burden on their 
children and that means access to af-
fordable health care. The high cost of 
prescription drugs and the lack of pre-
scription drug coverage has caused 
many seniors, and especially senior 
women, to be very worried about their 
independence. 

I was sorry to have witnessed early 
this evening my women colleagues in 
the opposition claiming that older 
women will not be helped by this bill 
because I have seen how older women 
are being forced to make tough deci-
sions about whether to spend their lim-
ited dollars on necessary prescription 
drugs or other of life’s necessities. Our 
mothers and grandmothers are out-
living our fathers and our grand-
fathers. They are living on fewer dol-
lars for more years, and they are far 
more likely to develop chronic medical 
conditions. 

This bill does benefit women. This 
bill helps seniors on fixed incomes and 
those with high drug costs. A woman 
living on an income of less than $15,000 
a year will receive total assistance 
from this Federal Government Medi-
care program for prescription drugs. 
While all seniors will benefit because 
any senior can opt to buy this cov-

erage, nearly 17 million or 44 percent of 
Medicare beneficiaries will qualify for 
additional assistance when this bill is 
fully implemented. 

Perhaps the most important part of 
this bill, Mr. Speaker, is the fact that 
no senior under this coverage will ever 
have to pay more than $3,700 a year for 
their total of drugs. Improving Medi-
care, though, is not only about pro-
viding drug benefits. It is about giving 
seniors access to doctors and hospitals 
and Medicare HMOs and other services 
they need. So we put some additional 
benefits in this bill to ensure that doc-
tors will continue to serve seniors. We 
increase the reimbursements those doc-
tors receive. We also help rural, urban, 
and teaching hospitals care for seniors 
and low-income individuals. 

For Medicare HMOs this bill requires 
Medicare to account for military retir-
ees in the future, which means higher 
Medicare+Choice reimbursements in 
every county in this country with mili-
tary facilities. 

I urge my colleagues to support this 
fine bill.

Mr. STARK. Mr. Speaker, I yield 15 
seconds to the gentlewoman from Flor-
ida (Mrs. THURMAN). 

Mrs. THURMAN. Mr. Speaker, I 
thank the gentleman from California 
(Mr. STARK) for yielding me this time. 

I want to point out something here 
that continues to be talked about in 
the low-income seniors being given 
total prescription drugs. The problem 
is in the bill that we are talking about, 
it does not waive the asset test that 
beneficiaries would have to meet in 
order to get their benefits. So in fact 
the number of people who would qual-
ify for the low-income benefit would 
actually be much less. 

Mr. STARK. Mr. Speaker, I yield 1 
minute to the gentleman from Penn-
sylvania (Mr. HOLDEN). 

Mr. HOLDEN. Mr. Speaker, I rise in 
opposition to the bill. Those of us from 
rural districts and those of us from 
central and northeastern Pennsylvania 
know that the idea that we are going 
to turn over the administration of a 
prescription drug program for our sen-
ior citizens to the insurance industry, 
to the HMOs, and have it be fair and 
universal is ridiculous. In fact it is a 
joke. 

Number one, the insurance industry 
wants no part of it. As the gentleman 
from Tennessee (Mr. TANNER) men-
tioned before, why would they when 
every policyholder is also going to file 
a claim? They are going to lose their 
shirt in this proposal. Medicare+Choice 
has failed across the country, but it 
has failed miserably in rural America. 
My constituents had to look at com-
mercials coming out of the Philadel-
phia media market, Cadillac plan for 
prescription drug coverage and low pre-
miums, and they were not able to par-
ticipate. The reason they were not able 
to participate is because they had 
lower participation and lower reim-
bursement from Medicare. 

As a result of it, we did not have uni-
versal coverage as Medicare+Choice. 
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We cannot make the same mistake. We 
need to have a divine benefit. We need 
to have a divine premium, and we need 
to have universal coverage for all our 
senior citizens. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself 20 seconds. I 
want to make a correction of the 
record. 

Over and over again my colleagues 
say we do not have a defined benefit. 
We have a very clearly defined benefit. 
Do we have a defined premium? Of 
course not. The part B premium is not 
defined. That is a percentage of costs 
and it varies every year. Federal health 
employee benefit plans do not define 
the premium in law. It varies every 
year. 

In our plan we do not want to set the 
premium in law because if we can pro-
vide a more efficient plan, we want to 
be able to pass on that savings through 
a lower premium to seniors. We are 
proud of our core benefit.

Mr. Speaker, I yield 2 minutes to the 
gentleman from Ohio (Mr. PORTMAN). 

Mr. PORTMAN. Mr. Speaker, I thank 
the chairwoman for yielding me the 
time. I am glad that she was able to 
correct the record on a few 
misstatements that have been made 
this evening. 

I would like to correct the record 
again. My friend from Pennsylvania 
just stood up and talked about 
Medicare+Choice and how this is the 
same. It is not. In fact, in this bill, we 
are helping to make Medicare+Choice 
work. Just because we have choked off 
the funding to Medicare+Choice so it 
does not work for our seniors, includ-
ing a bunch of mine, who were not get-
ting the right reimbursement has noth-
ing to do with this plan. This is an en-
tirely different plan, but it does help 
on Medicare+Choice, and I hope people 
are happy to hear that who are so con-
cerned about it. 

This is a great plan. This is exactly 
what our seniors need. One would never 
design the Medicare program today 
without adding prescription drugs. The 
other side wants to add $1 trillion of 
prescription drugs. After just voting 
not to raise the debt limit they want to 
add another $1 trillion. 

We are doing this within $350 billion, 
which is responsible, which is, unlike 
what my friend from Wisconsin said 
earlier, a lot different than the bill 2 
years ago. It is more money, yes, be-
cause we believe it is necessary to be 
able to provide seniors with the cov-
erage they need. 

CBO has scored this. CBO has said 
that this will lower prescription drug 
prices more than any other bill that 
has been introduced in this House that 
has been scored by CBO. Our bill lowers 
drug prices more. There is a discount 
for all seniors. In fact, for the average 
senior there will be a 44 percent reduc-
tion in the drug costs. Average drug 
costs $2,150, they only pay $1,200 out of 
pocket. That is a savings of 44 percent. 

There is another 44 percent number 
we ought to hear about tonight and 

that is for low-income seniors, which is 
44 percent of seniors. They will pay no 
deductible. They will pay no percent-
age, 20 percent or 50 percent. They only 
have a nominal copay. They get this 
for free. That is 44 percent of the sen-
iors. The very people the other side has 
said tonight repeatedly they are wor-
ried about, that they are not going to 
get a benefit, they get a total benefit. 

This is precisely the kind of plan 
that the Republican Party has been 
talking about for the last couple of 
years, but it is even better than the 
one from 2 years ago. It meets the prin-
ciples. It lowers the cost of prescrip-
tion drugs and does that now. It guar-
antees all seniors drug coverage. It 
gives seniors more choices including 
Medicare+Choice. 

It is a good plan. It is affordable. It is 
voluntary. It preserves the right to 
choose. I strongly urge its adoption. 

Mr. STARK. Mr. Speaker, I yield 2 
minutes to the distinguished gen-
tleman from North Dakota (Mr. POM-
EROY), pending which I would point out 
to my distinguished colleagues that 
the gentlewoman from Connecticut 
(Mrs. JOHNSON) and the gentleman 
from Florida (Mr. SHAW) both voted 
against protecting low-income seniors 
from higher copayments and the gap-
ing gap in the Republican plan. So 
much they care for the senior citizens.

Mr. POMEROY. Mr. Speaker, I thank 
the gentleman for yielding me the 
time. 

At the heart of what this debate is 
all about is a clear choice, whether we 
should provide a prescription drug ben-
efit for seniors through the Medicare 
program or whether we should send 
money to insurance companies to in-
duce them to provide a coverage that 
at the present time they have said they 
do not want to write, prescription drug 
coverage for seniors. 

I used to be an insurance commis-
sioner. For 8 years it was my responsi-
bility to protect the seniors from in-
surance companies in the State of 
North Dakota. There has not been a 
Member of this body that spent more 
time talking to seniors about insur-
ance than me, and directions that I 
have received from seniors on this 
issue are absolutely consistent and ab-
solutely clear. They want Medicare 
coverage for prescription drugs. 

Not a single senior has said to me, 
please, I want to go buy another insur-
ance policy; please send me more 
agents, I want to hear what they have 
to say; please give me that fine print, 
it is fascinating and I want to read 
some more of it; and by the way, I want 
to deal with insurance companies be-
cause I so enjoy wondering whether 
they are going to pay that claim or 
whether they will not; I so enjoy won-
dering whether they are going to be 
there when I need them or whether 
they will be gone and out of business. 

No senior has said that. It is ludi-
crous on its face. They know Medicare. 
Medicare covers their hospital bills. 
Medicare covers their doctor bills. 

Medicare has been the program that 
has been so vital to preserving and pro-
moting the health of seniors in this 
country for the last nearly 4 decades. 
We do not have to invent some new 
hocus pocus private sector, gosh-I-
hope-it-works kind of deal. We have got 
Medicare and the seniors know it and 
they like it; and they would have pre-
ferred that plan tonight, which is why 
we were not allowed our substitute to 
have a Medicare delivery of a prescrip-
tion drug benefit as opposed to the al-
ternative the majority has advanced. 

Nobody wants prescription drug cov-
erage for seniors more than the minor-
ity in this body, and they will be op-
posing this version because it simply 
will not work. It does not get the job 
done. Vote it ‘‘no.’’ 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself 10 seconds. 

Under Medicare we have part A. We 
have part B. We have part C, and this 
will be part D under Medicare, pro-
viding prescription drugs to seniors to 
any plan sponsor, and plan sponsors 
may be a group of any sort, preferably 
companies skilled and experienced in 
managing drug benefits. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Michigan (Mr. CAMP). 

(Mr. CAMP asked and was given per-
mission to revise and extend his re-
marks.) 

Mr. CAMP. Mr. Speaker, today we 
have the opportunity to help seniors 
improve their quality of life by pro-
viding a prescription drug benefit in 
Medicare. On a daily basis it is re-
ported that the cost of cutting-edge, 
life-saving medicines have sky-
rocketed, forcing those on fixed in-
comes to make difficult choices. 

One constituent in my district had 
drug costs of over $15,000 a year for him 
and his wife, and their Social Security 
check was $21,000 a year, and there are 
countless other heartbreaking stories 
just like that one.

b 2330 

These seniors have worked hard all 
their lives to provide for their families, 
but now they can barely make ends 
meet. 

We can all agree if Medicare were 
created today it would contain a pre-
scription drug component. In Michigan 
alone, this bill would benefit over 1.2 
million seniors. This proposal provides 
affordable coverage for every senior 
without gimmicks, without sunsets, 
without pie-in-the-sky proposals that 
cost over $1 trillion. 

Regrettably, some have sought to po-
liticize this issue and hold other sen-
iors and the disabled hostage to a cruel 
game of brinksmanship. We must 
strengthen and modernize Medicare. 
Vote for this bill. 

Mr. STARK. Mr. Speaker, I yield my-
self 15 seconds to point out that every 
Republican, including the gentle-
woman from Connecticut (Mrs. JOHN-
SON) and the gentleman from Florida 
(Mr. SHAW), voted against assuring sen-
iors that they could get the drugs that 
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their doctor prescribes, because there 
is nothing in the Republican bill that 
guaranties the drugs that a doctor 
might prescribe. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from California (Mr. BECER-
RA). 

Mr. BECERRA. Mr. Speaker, I thank 
the gentleman for yielding me this 
time. 

Mr. Speaker, my colleagues on the 
Republican side have never truly em-
braced Medicare. They opposed it in 
1965, they have talked about letting it 
die on the vine, and they have de-
scribed it as a Soviet-style program. In 
fact, what we have in this bill from my 
Republican colleagues and friends is a 
bill that moves us much closer to 
privatizing Medicare all together. 

To privatize Medicare is to ignore the 
lessons of the Enron scandal and the 
pension abuse that occurred as a re-
sult. To privatize Medicare is to turn 
back the clock to those bad old days 
before 1965 when the health care for our 
seniors was not guaranteed and left to 
the private sector. 

Under this Republican plan, a senior 
who is paying $250 a month in prescrip-
tion drugs, and that is a lot of our sen-
iors, would lose coverage, total cov-
erage under this plan after August. So 
that, come September, come October, 
come November, come December, that 
senior would have to, out of his or her 
own pocket, pay for the remaining cost 
of all those drugs. 

Under this plan, a senior who has 
$5,000 in annual prescription drug 
costs, and there are a lot of them who 
do, would have to pay $4,200 out-of-
pocket out of that $5,000 cost. Compare 
that to the Democratic plan, where the 
total cost to that senior for the $5,000 
would be $1,380, a savings of $2,800 be-
tween the Republican plan and the 
Democratic plan. 

Those are the facts, and that is the 
difference. But we do not have a chance 
to put our Democratic plan for a vote 
here. Mr. Speaker, today, today as we 
speak, seniors are having to make a 
choice, do I buy my groceries, or do I 
buy my prescription drugs? Do I pay 
my rent, or do I buy the medication I 
need? We should not have them make 
that choice. 

Give seniors what they want. They 
want an affordable and guaranteed ben-
efit. The Democratic plan does that; 
the Republican plan does not. Let us 
defeat this plan. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself such time as I 
may consume to note that it is curious 
the gentleman from California keeps 
citing the votes that we cast against 
his unfunded amendments, the un-
funded amendments from the other 
side, when he is about to cast a vote 
against funding 43 percent of the sen-
iors in California with everything, drug 
costs, copayments, deductibles, pre-
miums, the whole business, 43 percent, 
and saving California $5 billion under 
Medicaid with which they can then ex-
pand drug benefits for many other 
folks in their State. Too bad.

Mr. Speaker, I yield 2 minutes to the 
gentleman from Pennsylvania (Mr. 
ENGLISH). 

Mr. ENGLISH. Mr. Speaker, as a 
member of the Subcommittee on 
Health of the Committee on Ways and 
Means, I particularly want to pay trib-
ute to the gentlewoman from Con-
necticut (Mrs. JOHNSON), who has been 
on the receiving end of many barbs to-
night. The fact is that no one has 
fought harder to bring a prescription 
drug benefit to the Medicare program; 
and if we are successful in that, she, 
perhaps more than any other Member 
of this body, will deserve substantial 
credit. 

I am here tonight because I represent 
a district which consists of working 
families for whom the abstractions of 
this debate do not mean much but who 
desperately need help on their prescrip-
tions. This program that is being pro-
posed in this landmark legislation 
would give them a flexible and afford-
able benefit, one that would be vol-
untary, a program that would give 
them real choices, allowing them to 
customize their benefits. It would pro-
vide a benefit that would be very sub-
stantial, more generous in fact than 
the one that had been previously pro-
posed by the Clinton administration 
that folks on the other side of the aisle 
once embraced. 

This is a program that represents a 
$350 billion investment in the Medicare 
program and one that would provide 
substantial benefits to seniors that 
would be available for a premium of 
about $1 a day. At the same time, for 
those seniors, including many in my 
district who cannot afford that pre-
mium, this program would provide full 
coverage for low-income seniors. 

What is particularly striking about 
this legislation is that it establishes a 
firm ceiling, a limit, catastrophic cov-
erage for people who participate in this 
program, an ultimate limit on the 
amount of prescription drugs they 
would be liable for in a given year, a 
limit of $3,700. That is extraordinarily 
generous, and it positions people who 
participate in this program to be able 
to have affordable drugs when they 
need it. 

The 30 percent discount that is built 
into this program has been much men-
tioned. Let me say it also allows CMS 
to negotiate with the drug companies 
to get the best possible discount and to 
sharpen their pencils. 

This is a great program, and I hope 
the House will pass it tonight. 

Mr. STARK. Mr. Speaker, I recognize 
the gentlewoman from Florida (Mrs. 
THURMAN) for 15 seconds. 

Mrs. THURMAN. Mr. Speaker, we 
keep hearing this 30 percent. Actually, 
there has been a letter dated by the 
CBO on July 26 that says that they are 
confused, that there has been some 
confusion about the meaning of the 30 
percent cost management factor that 
CBO applied in analyzing H.R. 4954. It 
goes on to say, the savings are stated 
as a proportion of total spending and 

do not represent a per-prescription dis-
count. 

Mr. STARK. Mr. Speaker, I am privi-
leged to yield 2 minutes to the gen-
tleman from Arkansas (Mr. ROSS), who 
understands why the National Associa-
tion of Chain Drug Stores and the Na-
tional Retail Federation and other 
pharmacy groups have said they con-
sider a vote for the Republican bill to 
be a vote against the professional phar-
macy and pharmacists. 

Mr. ROSS. Mr. Speaker, I do rise in 
opposition, strong opposition, to this 
bill. 

Just a few months ago, I was in Glen-
wood, Arkansas, a small town in my 
district, and ran into an elderly woman 
who is a retired pharmacist and who 
just happened to be a relief pharmacist 
in my hometown when I was a small 
child growing up. 

She related the story to me about 
how when I was a child and she was a 
pharmacist, if she had a prescription 
that cost over $5, she would go on and 
fill the next one while she built up 
enough confidence to let the patient 
know it was going to cost $5. I think 
that really demonstrates, more than 
life itself, that today’s Medicare, if we 
think about it, was really designed for 
yesterday’s medical care. 

Health insurance companies, which 
are very greedy, in my opinion, make 
huge profits and even they cover the 
cost of medicine. Why? Because they 
know it helps patients to get well and 
live healthier lifestyles. 

As a small town family pharmacy 
owner, I am sick and tired of seeing 
seniors leave the doors of our phar-
macy without their medicine. And liv-
ing in a small town, I learn a week or 
10 days later where they are in the hos-
pital running up a $10,000 or $20,000 
Medicare bill simply because they 
could not afford their medicine or 
could not afford to take it properly. So 
I came to Congress to try to do some-
thing about it. 

This should not be a partisan issue. I 
wrote a bipartisan bill alongside the 
gentlewoman from Missouri (Mrs. 
EMERSON), a Republican; and the Re-
publican national leadership would not 
give us a hearing on our bill. They 
would not give us a vote on our bill. 

Now, less than 5 months before, yes, 
another election, they are coming to us 
with this plan, this so-called Medicare 
plan, which has nothing to do with 
Medicare other than attempting to pri-
vatize it, written by the drug manufac-
turers for the drug manufacturers. 

I know my colleagues have heard a 
lot from both sides tonight and that 
very few seniors are still awake listen-
ing because it is midnight, and that is 
the reason they are bringing it up now, 
but let me say this: Do not listen to 
them and do not listen to us. Go to the 
family pharmacist and ask them which 
plan is right for America.

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 30 seconds to the gen-
tleman from California (Mr. THOMAS). 

Mr. THUNE. Mr. Speaker, will the 
gentleman yield? 
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Mr. THOMAS. I yield to the gen-

tleman from South Dakota. 
Mr. THUNE. Mr. Speaker, I thank 

the gentleman for yielding to me; and 
I want to commend the chairman, be-
cause I know he has worked hard, 
along with the gentlewoman from Con-
necticut, to fashion a bill that address-
es these concerns. 

Mr. Speaker, we have seniors in 
South Dakota who need prescription 
drug relief. We have rural providers 
who need relief. I also share some of 
the concerns the gentleman just voiced 
about the pharmacist, and I would in-
quire of the chairman whether, as this 
process moves forward, he would be 
willing to work with me to provide as-
surances to pharmacists, particularly 
those in rural areas, that their con-
cerns will be addressed? 

Mr. THOMAS. Reclaiming my time, 
Mr. Speaker, I appreciate the gentle-
man’s concerns. We have moved in the 
direction. There are still some con-
cerns, and I assure him that, as we 
move forward in Congress, we will ad-
dress the concerns of pharmacists. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself 15 seconds. 

I would like to point out to the gen-
tleman from South Dakota that, while 
on page 18 of the other party’s bill they 
say they require any willing provider, 
on page 8 of the other party’s bill they 
say that there has to be pharmacy net-
works and the networks can determine 
cost sharing for beneficiaries outside 
the network. 

So their bill does not provide any 
willing providers; and ours, at a later 
time, provides a lot of recognition to 
pharmacists. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from Arizona (Mr. 
HAYWORTH). 

Mr. HAYWORTH. Mr. Speaker, I 
thank the gentlewoman from Con-
necticut for yielding me this time and 
who has worked so hard on this legisla-
tion. 

It is important for citizens of my 
home State, Arizona, the seniors there 
who are still awake at what is 20 until 
9, prime time in the State of Arizona, 
to understand exactly what we are 
doing in this legislation. 

Despite the wailing and gnashing of 
teeth about process, we ought to focus 
on results. Here are the simple facts, 
Mr. Speaker: Under our plan, prescrip-
tion drug coverage under Medicare is 
available to every senior who wants it. 
Every senior who wants this plan will 
be eligible for coverage. We will leave 
no senior behind. 

That is especially important when we 
look at the people who need the most 
help. The 44 percent of seniors nation-
wide below 175 percent of poverty, their 
benefit is paid for. Over $40 billion in 
savings to Medicaid. Real money for 
real people with a real prescription 
drug benefit. 

And this is the most compelling ar-
gument, Mr. Speaker. When we cut 
through all the smoke and mirrors and 
all the rhetoric, what seniors want, 

what I heard at the Mesa Senior Center 
a couple of weeks ago, was that seniors 
want prescription drug savings now. 
When we pass this, when the other 
body takes its action, our plan begins 
covering seniors and lowering costs as 
soon as 50 days after the President 
signs the bill into law. 

Mr. Speaker, the time is now to act. 
If this can be moved, if this bill can be-
come law, seniors can start realizing 
savings before Christmas. The perfect 
present to give our mothers and fathers 
and grandmothers and grandfathers. 
Support this legislation. 

Mr. STARK. Mr. Speaker, I yield my-
self 25 seconds to remind the gen-
tleman from Arizona that he should 
tell the seniors in Mesa that he has 
lined his own pockets with a benefit for 
Members of Congress which is 50 per-
cent more generous than what he is 
willing to give the seniors in his home 
State, and that he and the gentle-
woman from Connecticut (Mrs. JOHN-
SON) and the gentleman from Florida 
(Mr. SHAW) voted against eliminating 
cost sharing for preventive benefits for 
seniors. 

Now that again shows us how much 
they care for the seniors in Hartford or 
in Florida or in Arizona.

b 2345 

Mr. Speaker, I yield 1 minute to the 
gentlewoman from Indiana (Ms. CAR-
SON). 

Ms. CARSON of Indiana. Mr. Speak-
er, there is an old adage that says 
those that pay the piper name the 
tune. We are here tonight on a tune 
that was written by a $30 million din-
ner a few nights ago. As I understand 
it, the senior citizens were not allowed 
to even win door prizes for prescription 
drugs at that event. And $30 million 
would have undergirded the cost of pre-
scription drugs for millions of seniors 
who need them across this country. 
Those that pay the piper name the 
tune. 

When the nonpartisan Congressional 
Research Service did a comparison of 
the drug benefit under the Blue Cross/
Blue Shield standard option available 
to Federal employees to the Democrat 
and Republican prescription drug 
plans, they found that the Republican 
plan would give about 40 percent of the 
coverage Members of Congress receive, 
but the Democratic would give com-
parable coverage. But those that pay 
the piper name the tune and obviously 
have now begun to get their thrill on 
Capitol Hill. 

Mr. Speaker, the senior citizens still 
suffer with a headache or heartache 
from this incredible sham that the Re-
publicans have offered. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 2 minutes to the gen-
tleman from Illinois (Mr. WELLER). 

(Mr. WELLER asked and was given 
permission to revise and extend his re-
marks.) 

Mr. WELLER. Mr. Speaker, I am 
proud to say tonight we have an oppor-
tunity to provide prescription drug 

coverage under Medicare for our senior 
citizens. Tonight we are seeing an ex-
ample of two different kinds of debate. 
Some people want to offer partisan 
rhetoric for political purposes. Others 
want to offer policy, policy which gives 
a solution to the challenge we have. 
The bottom line is we want to provide 
prescription drug coverage for our sen-
iors. 

It was quoted earlier this year, one of 
the advisers to the Democratic leader-
ship said, ‘‘One of the biggest worries 
that our policy people had was that 
they would actually write a good bill.’’ 

We have a good bill before us. This is 
a bill that increases funding for Medi-
care by $350 billion, provides prescrip-
tion drug coverage under Medicare, 
lowers the cost of prescription drugs 
now, guarantees all senior citizens pre-
scription drug coverage, improves 
Medicare with more choices and more 
savings, and strengthens Medicare for 
the future. 

The question is: What does that mean 
for the average senior citizen? The bot-
tom line is under the plan that the gen-
tlewoman from Connecticut (Mrs. 
JOHNSON) is managing before the House 
of Representatives, we have an oppor-
tunity to save for senior citizens real 
money. The overall out-of-pocket drug 
costs would fall by as much as 70 per-
cent according to the Department of 
Human Services with the plan we have 
before us today. 

According to a Health and Human 
Services study released this week, the 
House Republican plan would provide 
real relief for seniors and disabled 
Americans. Those who now pay full re-
tail prices would typically see the cost 
of each prescription cut by 60 to 85 per-
cent. Their overall out-of-pocket drug 
costs would fall as much as 70 percent, 
all in exchange for an affordable pre-
mium of $34 a month. 

It is projected that the average sen-
ior would save $940 a year as a result of 
this plan. We have a plan that takes $18 
billion out of the pockets of the phar-
maceutical companies and saves the 
average senior $940. It deserves bipar-
tisan support.

Mr. STARK. Mr. Speaker, I yield 2 
minutes to the gentleman from Texas 
(Mr. DOGGETT). 

Mr. DOGGETT. Mr. Speaker, this is 
one of those proposals that is perhaps 
best considered very late in the 
evening when the cover of darkness can 
attempt to hide the shame of the pro-
posal. This bill is about creating the 
appearance of doing something when it 
does nothing to improve the lot of our 
seniors. When we get right down to it, 
despite the charts, the Republicans 
have no plan. All they offer is a placebo 
based on privatization. I suppose we 
can call it a Swiss cheese plan, but sen-
iors get all of the holes and no cheese. 
There is no guaranteed deductible, no 
guaranteed premium, no guaranteed 
benefit, and there is no insurance com-
pany that has ever offered a plan of 
this type; and most have said that they 
will not be able to provide a plan of 
this type. 
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It all centers on the Republican ideo-

logical insistence that we must pri-
vatize Medicare, and that is not a pre-
scription for reform; it is a prescription 
for disaster. 

This very day, one of their top lead-
ers called the plan that Lyndon John-
son signed into law and upon which 
millions of Americans have relied, had 
the audacity to call it a Soviet-style 
plan. They did not like Medicare then. 
They have never accepted it, and they 
are determined to use this device to 
privatize it. 

Further, we find in the fine print of 
the plan in the paragraph called non-
interference, a specific command that 
the administrator of this program can-
not act to reduce costs. This figure of 
$18 billion has been pulled out of the 
air by a Republican Health and Human 
Services administrator. It has no basis 
in fact. 

Rather, with this bill, the Republican 
leadership has once again pledged its 
allegiance to the pharmaceutical man-
ufacturers whose price gouging forces 
our seniors to pay the highest prices of 
anyone in the world. Little wonder 
that those same manufacturers are 
continuing to pay for ads all over the 
country telling people that the Repub-
lican partners are great people for ob-
structing the help that our seniors so 
desperately need. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 1 minute to the gen-
tleman from Texas (Mr. BRADY). 

Mr. BRADY of Texas. Mr. Speaker, 
this is an important night for the sen-
iors in my community. I am proud the 
House is standing up for seniors who 
desperately need an affordable, perma-
nent prescription drug plan under 
Medicare, and who need it right now. 

The House plan gives America’s sen-
iors the right to choose the Medicare 
prescription plan that is best for them 
with catastrophic protection for the 
very costly illnesses, extra help for the 
poor who need it the most, and lower 
drug prices for all seniors using group 
buying power so drug companies will 
compete for our business and not the 
other way around. 

That means for nearly half up Texas’ 
seniors on Medicare, they will receive 
up to $2,000 of essentially free medicine 
each year that they need, and that is 
real help. 

Thankfully, tonight we are rejecting 
the alternatives, alluringly irrespon-
sible schemes that are simply too good 
to be true, schemes that would bank-
rupt Medicare within 10 years and 
leave our vulnerable seniors to face 
grim choices. I support the Republican 
plan, and my seniors do as well. 

Mr. STARK. Mr. Speaker, I yield 1 
minute to the gentleman from Cali-
fornia (Mr. BACA), who understands 
that the AARP opposes the Republican 
drug bill in its present form and says 
that it needs vast improvement before 
their members can support it. 

Mr. BACA. Mr. Speaker, I stand in 
opposition to this shameful decoy that 
creates the illusion that it covers all 

seniors, when we know that it does not 
cover all seniors. It only covers some-
one as long as it only reaches a certain 
limit. 

We have to make sure that all sen-
iors are guaranteed coverage, make 
sure that they are able to get the kind 
of services that they need. Currently 
right now, they cannot even buy or put 
food on the table, and they have to de-
cide between buying prescription drugs 
or not. 

This is like an insurance plan in Cali-
fornia, telling drivers they have the 
coverage, when in fact they have the 
coverage as long as there is no acci-
dent. The minute there is an accident, 
the premiums go up, and you lose the 
coverage. They are afraid. They are 
afraid to file a claim. This is the same 
situation that we are going to have 
here. We are going to have seniors that 
are afraid to buy drug prescriptions be-
cause their coverage will go up. They 
will continue to go to Tijuana and buy 
it cheaper because they do not have the 
coverage. This is shameful and a decoy. 
We should support the Democratic plan 
that covers all seniors and all individ-
uals.

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield 1 minute to the gen-
tleman from Wisconsin (Mr. RYAN), but 
in the course of doing that I want to 
mention that the Congressional Budget 
Office in their letter to us made clear 
that exempting Medicare prescription 
drug plans from Medicaid’s best price 
drives down drug prices $18 billion for 
our seniors. 

Mr. RYAN of Wisconsin. Mr. Speaker, 
I would like to put one thing straight. 
The AARP does not oppose this bill. 

But for the benefit of Members who 
are truly listening to this debate and 
trying to make up their minds, let me 
point out three distinct differences. 
The Democratic bill will have the con-
sequence of pushing out private-sector-
provided prescription drug coverage. 
The Republican bill supplements that. 
What the Democratic bill will do, will 
have the consequence of making sure 
that all those employers who are pro-
viding prescription drug benefits for 
their employees do not do so any more 
so the government will pick it up so we 
are needlessly forcing taxpayers to pay 
for a benefit that the private sector is 
already providing. 

The Republican bill includes deeper 
discounts on prescription drugs than 
the Democrat bill does. The Democrat 
bill is a $1 trillion-plus bill that will do 
nothing more than make Medicare go 
broke faster. We have a problem. We 
have two problems. We need prescrip-
tion drug coverage for our seniors. We 
need to give them access to deep dis-
counts on their price of drugs, and we 
need to make Medicare solvent for the 
baby boomer generation. The Democrat 
bill fails in that area. The Republican 
bill delivers. 

Mr. STARK. Mr. Speaker, I yield 15 
seconds to myself to apologize to the 
Republicans and quote the actual 
words that I misspoke. The AARP does 

not oppose their bill, they just say that 
it requires improvements before our 
members would support their bill. I 
want the record to make it perfectly 
clear, while they do not oppose it, they 
do not support it. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Tennessee (Mr. CLEM-
ENT). 

Mr. CLEMENT. Mr. Speaker, I could 
not support the Republican bill because 
we have to have fairness. It does not 
offer fairness. As a matter of fact, I 
just completed a survey in Tennessee, 
and the fact is that prescription drugs 
are twice what they are in Canada and 
Europe and Asia. But that is not true 
just in Tennessee; it is true all over the 
country. 

There are a lot of things we could do. 
The Bush administration could re-
import those drugs from Canada right 
now, and we would get a break. We 
have a lot of people on the border that 
can go across the border and get pre-
scription drugs, a 90-day supply. There 
are a lot of things that we can do that 
are not being done. 

The United States Senate Democrats 
have a very good plan, and we ought to 
look at the Senate Democrat plan be-
cause we are not going to get any jus-
tice here. 

I suggest to Members, vote ‘‘no.’’ The 
fact is we are subsidizing other coun-
tries. We have got price gouging going 
on by the pharmaceutical companies at 
present. We need to give relief now, and 
prescription drugs should be part of the 
Medicare package.

b 0000 
Mrs. JOHNSON of Connecticut. Mr. 

Speaker, I yield 1 minute to the gen-
tleman from Louisiana (Mr. VITTER). 

Mr. VITTER. Mr. Speaker, I rise in 
proud support of this Republican pre-
scription drug plan. Prescription drug 
coverage is absolutely critical for sen-
iors today, and no senior should have 
to choose between paying for prescrip-
tion drugs and paying for food or rent. 
So we are acting and we are producing 
a plan and we are passing a plan to give 
seniors choice. They can choose the 
plan that works best for their needs. It 
reduces their out-of-pocket costs for 
prescription drugs, gives them a life-
time benefit, and the plan is voluntary. 

So if seniors have a plan already that 
they are happy with, they can stay 
with it. They are not going to get 
kicked out. But for those without cov-
erage, this bill will help them get that 
coverage and cover those escalating 
costs of prescription drugs. 

Seniors deserve a prescription drug 
benefit, not just talk, not just debate, 
and they deserve it today, and that is 
why we are going to act today, not 
talk, not debate but act, act respon-
sibly and act within a budget that we 
can sustain over time. 

Mr. STARK. Mr. Speaker, I am hon-
ored to yield the balance of my time to 
the distinguished gentlewoman from 
California (Ms. PELOSI), pending which 
I would just like to remind all the sen-
iors in the country to review all the 
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votes that the Republicans took 
against their interests in coming to 
this useless bill which they have 
brought to the floor. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). The gentlewoman from 
California is recognized for 3 minutes. 

Ms. PELOSI. Mr. Speaker, I thank 
the gentleman for yielding me this 
time and thank him for his leadership 
and that of so many other members on 
the Committee on Commerce and the 
Committee on Ways and Means for 
their leadership in making the distinc-
tion between what the Democrats 
would have proposed had the Repub-
licans not been afraid of seeing a real 
prescription drug benefit plan on the 
floor tonight and their sham, their 
cruel hoax, on America’s seniors that 
they have presented. 

Why is it a cruel hoax? It is a cruel 
hoax because it helps pharmaceutical 
companies and HMOs and it does not 
help seniors pay for needed medication. 
It is a cruel hoax because there is no 
guaranteed coverage because insurance 
companies just will not offer plans. Our 
plan would have guaranteed coverage 
for all seniors through Medicare. Their 
plan does nothing to lower prices and 
ours would have lowered prices by ena-
bling Medicare to negotiate on behalf 
of seniors. It goes on and on. 

What is very important for me to 
note is that we spend annually $70 bil-
lion on doctors under Medicare, $140 
billion on hospitals. It would be nec-
essary to spend $90 billion on pharma-
ceuticals. It sounds like a lot of money, 
and it is. But it is a tremendous invest-
ment in the health of the American 
people. 

The committee on which I serve that 
funds the National Institutes of 
Health, we have seen the progress in 
science since the inception of Medi-
care. It is miraculous what these drugs 
can do. Would it not be great if seniors 
could have the opportunity to have 
funding for self-administered drugs 
that is prevented so far and that the 
Republican bill does nothing to im-
prove? 

It would save seniors money. It 
would save the taxpayers money. Be-
cause these drugs are not only an ad-
junct to care and to hospitalization, 
they are a substitute for it. It would 
improve the quality of life, it would 
save the taxpayers money, and it would 
go a long way to restoring the dignity 
to our seniors which we owe them. 

Every family in America, Mr. Speak-
er, is just one accident or one diagnosis 
away from sadness not only in terms of 
what it means to physical health but in 
terms of economic security. We have 
an agreement with the American peo-
ple that their health is part of the 
strength of our country. Access and af-
fordability are linked. Access to afford-
able prescription drugs is central to 
the health of our senior population. We 
owe them better than a debate on a 
sham bill that has no guarantee. It is a 
suggestion but not a guarantee. It is 
not a prescription drug entitlement 

under Medicare as what is promised 
and should be promised to our seniors. 
Again, it does nothing to address the 
issue of cost. 

Every senior in America deserves the 
respect and dignity of economic and 
health security. The Republican bill is 
a cruel hoax on them. I urge a ‘‘no’’ 
vote. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield myself 5 seconds. 

Respectfully, how could a sham bill 
accelerate the pace at which tech-
nology will come into Medicare for the 
first time ever? And I am proud of it.

Mr. Speaker, I yield 1 minute to the 
gentleman from New York (Mr. 
GRUCCI). 

Mr. GRUCCI. Mr. Speaker, I thank 
the gentlewoman for yielding me this 
time. When I went back to my district 
and I started talking about this pro-
gram and this plan for senior citizens, 
I was wondering what kind of reception 
I was going to get, what they were 
going to say to me, the things that 
they would tell me. 

One of the things I saw that really lit 
the fire of passion in my heart on this 
issue and on this particular bill was 
when I saw the hope in the eyes of the 
senior citizens when they recognized 
for the first time ever they were going 
to get help on their prescription drugs, 
that the cost of their prescription 
drugs was going to come down, that 
they were going to be able to put hun-
dreds of dollars back into their pockets 
and they were going to be able to use 
that for the rhetoric that we keep talk-
ing about, to buy their food, to be able 
to put heat in their homes, so that in-
stead of having to stretch their medi-
cine, they could take it as prescribed. 

I sat across the table from these sen-
ior citizens and they were not just tell-
ing me rhetoric, they were telling me 
how they have to live their lives. When 
they saw the benefits of this program 
coming in front of them, when they 
saw the opportunity to get their money 
back into their pockets, they had hope. 

For that, Mr. Speaker, I encourage 
my colleagues here tonight to have a 
‘‘yes’’ vote on this particular bill. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, I yield the balance of my time 
to the gentleman from Missouri (Mr. 
BLUNT). 

The SPEAKER pro tempore. The gen-
tleman from Missouri (Mr. BLUNT) is 
recognized for 1 minute and 40 seconds. 

Mr. BLUNT. Mr. Speaker, I thank 
the gentleman for yielding time, the 
great job she has done on the floor to-
night and the great job that she and 
the committee have done with this bill. 

This is a tremendous step forward. It 
provides so many things that seniors 
need. The amount of money allocated 
to this bill is possible. It is within 
budget. Health care providers and hos-
pitals support this bill. 

The AARP in a letter to the chair-
man of the Committee on Ways and 
Means said, ‘‘We are pleased that your 
bill makes the voluntary prescription 
drug benefit permanent and maintains 

the entitlement nature of the Medicare 
program.’’ 

This is something that can actually 
be done. It is within a real budget. It is 
an amount of money that can be spent 
for this purpose and can start imme-
diately. It makes a difference in the 
lives of seniors. 

Certainly health care delivery has 
changed dramatically since Medicare 
was created. This benefit needs to be 
added to Medicare. It needs to be an en-
titlement, not an experiment. It needs 
to be something that we do now, not 
come up with an amount of money that 
is impossible to do for years to come. 

The amount of money allocated to 
this bill far exceeds the amount of 
money that our friends on the other 
side of the aisle said was necessary just 
2 years ago. New drugs and devices 
would not be a result of a government-
run health care program. They will be 
a result of a program that maintains 
incentives but guarantees lower cost, 
guarantees access, makes this an enti-
tlement. It is supported by health care 
providers for a reason. The AARP says 
it has great merit for a reason. 

We need to do this. We need to do it 
now. We need to make this a reality 
this year.

The SPEAKER pro tempore. Pursu-
ant to House Resolution 465, the gen-
tleman from Louisiana (Mr. TAUZIN) 
and the gentleman from Michigan (Mr. 
DINGELL) each will control 30 addi-
tional minutes of debate. 

The Chair recognizes the gentleman 
from Louisiana (Mr. TAUZIN). 

Mr. TAUZIN. Mr. Speaker, I yield 
myself 31⁄2 minutes. 

Mr. Speaker, I rise in strong support 
of H.R. 4954. 

I first want to thank the gentleman 
from Michigan (Mr. DINGELL) and all 
the members of the Committee on En-
ergy and Commerce who spent over 30 
hours of markup in producing this bill. 
I particularly want to thank my col-
leagues on the other side for the spir-
ited but I think agreeably friendly de-
bate we had that stretched over 3 days 
and ended up on Thursday when we 
started at 9:30 and completed at 8:30 
the next morning. 

This is a complex piece of legislation. 
I have heard people describe it on the 
other side as a hollow bill that con-
tains no benefits. Let me make it clear, 
this is a bill that spends 350 billion of 
American taxpayer dollars that will 
create a valuable new entitlement for 
Medicare beneficiaries, that will fi-
nally provide them with prescription 
drug coverage, and it will do so in a 
comprehensive way, ensuring that the 
benefit will work within a stronger 
Medicare system for decades to come. 

I do not speak just for myself. Let me 
quote a letter from the AARP. The let-
ter from the AARP says our members 
and virtually all older Americans need 
this coverage now. They are tired of ex-
cuses. They are tired of politics. They 
want us to pass this benefit bill now. 

Here is what they said about our bill. 
‘‘We are pleased that your bill makes 
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the voluntary prescription drug benefit 
permanent and maintains the entitle-
ment nature of the Medicare program.’’ 

They went on further to say, ‘‘The 
bill contains other favorable compo-
nents as well.’’ They talk about the 
coverage of the first $2,000 in the bill 
and particularly the financial assist-
ance for low-income beneficiaries with 
drug costs under $2,000 as being vitally 
important. They also mention, and I 
quote, we appreciate your efforts to 
contain drug costs because a Medicare 
drug benefit bill alone without effec-
tive cost controls will be difficult to 
sustain. They understand we cannot 
bankrupt Medicare. We have got to 
make this system work within our 
budget. 

But they went on to say, ‘‘You can 
improve this. We don’t like this home 
health copay.’’ It is now gone. Our 
committee voted it out, and it is not in 
the bill. 

They asked us to do what we could to 
close the gap, the $4,500 gap that ex-
isted between the first $2,000 of cov-
erage and the catastrophic coverage. 
We found $18 billion by forcing the 
pharmaceutical companies to negotiate 
discounts below the so-called best 
price, $18 billion from pharmaceutical 
companies, and we lowered that loss 
from $4,500 of out-of-pocket expenses 
down to $3,700. We paid $800 more of 
drug cost in the bill now, exactly what 
AARP asked us to do. 

Finally, they said, it is important, 
because our research indicates that 
Americans are looking for stability and 
dependability, to ensure that private 
sector entities will be willing to offer 
coverage. 

We have a letter, too, from the 
Health Insurance Association of Amer-
ica and this is what their letter says: 

‘‘The improvements contained in the 
proposal should make the benefit more 
attractive to beneficiaries. Con-
sequently, there is now a much better 
chance our members will offer the ben-
efit.’’ 

We have a comprehensive plan, a per-
manent plan, a voluntary entitlement 
within Medicare that is within budget, 
that insurance companies say they will 
be able to work under it and provide 
plans and what CBO says as high as 97 
percent of the seniors in America will 
find drug coverage and participate in. 

This is a great bill. Seniors want it 
now. They are tired of politics. Let us 
pass it tonight.

Mr. Speaker, I reserve the balance of 
my time. 

Mr. DINGELL. Mr. Speaker, I yield 2 
minutes to the distinguished gen-
tleman from New Jersey (Mr. 
PALLONE). 

Mr. PALLONE. Mr. Speaker, I lis-
tened to the chairman of our com-
mittee from Louisiana, and it bothers 
me because he is not looking at the 
bill. He is not talking about the Repub-
lican bill that is on the floor of this 
House. This is not a Medicare bill. This 
is not a Medicare program. There is 
nothing in this bill that is going to 
help the average American senior. 

If you look at it, first of all, we know 
that it does not provide Medicare cov-
erage, no guarantees. What it does is to 
give some money and throw some 
money to private insurance companies 
in the hope that somehow they are 
going to provide a Medicare benefit. 
The insurance companies have said 
they are not going to provide the ben-
efit. If they were providing the benefit, 
we would not need a Federal program. 

Let us imagine that somewhere, 
somehow, I do not believe it, but some-
where, somehow some private insur-
ance company is willing to provide the 
plan the way the chairman describes. 
Why in the world would anybody buy 
into such a plan? Look at some of the 
figures that we have. 

First of all, if I could use this chart, 
it shows very dramatically that the 
senior citizen is only going to get 
about 22 percent of their coverage paid 
for by the Federal Government, com-
pared to the Democratic plan which 
was significantly more. Look at this 
so-called doughnut hole in coverage. In 
the beginning you are going to get, if it 
is even available, you will get some 
money in the very beginning, up to 
$1,000 and then up to $2,000 out of pock-
et. But then after that there is no cov-
erage. For 40 percent of the bene-
ficiaries, the average senior citizen, 
they are going to get no coverage dur-
ing this interim period. 

If you are going to be in a situation, 
either there is no plan at all, you do 
not have the advantage of a plan be-
cause the private insurance companies 
do not provide it, or, secondly, the pre-
mium is so high, the deductible is so 
high or it costs so much over the 
course of the year that it is not even 
worth buying. 

Who in the world would want to buy 
the coverage even if it was available? 
The answer is nobody. That is the re-
ality of this bill. 

The other thing that really bothers 
me here is I have heard some of my col-
leagues on the Republican side tonight 
talk about how there is going to be a 30 
percent discount. I asked the gentle-
woman from Connecticut (Mrs. JOHN-
SON), where is this in the bill? There is 
nothing in the bill that provides any 
discount here. She is assuming that 
there is going to be some competition 
to provide it, but they put a noninter-
ference clause in the bill that prevents 
any price reduction. They do not want 
price reduction.

b 0015 
Mr. TAUZIN. Mr. Speaker, I note 

that New Jersey is going to receive $1.5 
billion in Medicaid savings directly 
from this bill, and 40 percent of their 
seniors will receive subsidized coverage 
of their insurance premium. 

Mr. Speaker, I yield 5 minutes to the 
gentleman from Florida (Mr. BILI-
RAKIS), the chairman of the Sub-
committee on Health of the Committee 
on Energy and Commerce. 

Mr. BILIRAKIS. Mr. Speaker, I 
thank the gentleman for yielding me 
this time. 

Before I get into my remarks, I 
would say that the gentleman from 
New Jersey, as usual, does not listen. 
When the chairman read from the 
AARP letter, when they said, ‘‘We are 
pleased that your bill makes the vol-
untary prescription drug benefit per-
manent and maintains the entitlement 
nature of the Medicare program,’’ that 
means it is under Medicare. 

Mr. Speaker, obviously, I rise in sup-
port of the bill. I believe that today’s 
vote is another example of our commit-
ment to getting something done for 
seniors this year, not just talk about it 
this year. 

The bill creates a new entitlement 
under Medicare. Senior citizens and 
persons with disabilities will now have 
access to a voluntary, comprehensive 
prescription drug benefit. Our bill cre-
ates this benefit without jeopardizing 
the financial health of the overall pro-
gram, which would certainly happen 
under the plan offered by our friends on 
the other side of the aisle. 

During the Committee on Energy and 
Commerce’s consideration of the bill 
last week, committee Democrats of-
fered an amendment in the nature of a 
substitute that, while not scored, 
would likely cost over $900 billion over 
10 years. I was disappointed that they 
would offer such an irresponsible plan 
during such a serious debate, especially 
since, just last year, House Democrats 
included $330 billion for a new prescrip-
tion drug benefit in their proposed 
budget resolution. 

A benefit without explanations is, of 
course, no benefit at all. The counter-
proposal offered by my colleagues does 
not explain how they would fund this 
enormous program since they did not 
even offer a budget resolution this 
year. I repeat, they did not even offer a 
budget resolution this year. 

The fact that they have now tripled 
the amount they say is necessary for a 
prescription drug benefit tells me that, 
instead of being serious about a solu-
tion, they care only about outbidding 
Republicans in an attempt to score a 
political point for the November elec-
tions. After all, as has been said before, 
they controlled this House for 40 con-
secutive years and at no time did they 
attempt to address this problem. 

We are addressing it. We want to help 
seniors now, not just use political rhet-
oric. 

Our plan provides Medicare bene-
ficiaries with meaningful, comprehen-
sive coverage. It does not force bene-
ficiaries into a one-size-fits-all pro-
gram where bureaucrats pick their 
medicines. Instead, seniors will have a 
choice of at least two prescription drug 
plans which will provide the best price 
discounts available. The bill also puts 
into effect an idea presented to me 
some time ago by Dr. William Hale of 
Dunedin, Florida, to offer at govern-
ment expense an initial medical phys-
ical for all beneficiaries going into the 
Medicare program. It is easy to envi-
sion, I think, that many diseases will 
be picked up at that time in their early 
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stages and, thus, result in more health-
ful retirement years and ultimate 
health cost savings. 

Mr. Speaker, H.R. 4954 places an ap-
propriate focus on two populations 
that have long been, as many know, a 
priority of mine: the low-income senior 
without prescription drug coverage and 
the very ill senior who is in danger of 
impoverishing him or herself in order 
to pay for their medications. 

The bill we are considering today in-
cludes strong protections for these vul-
nerable beneficiaries. It fully sub-
sidizes cost-sharing, except for nominal 
copayments for Medicare beneficiaries 
with incomes up to 75 percent of pov-
erty. This feature means that 44 per-
cent of our Nation’s seniors, those with 
incomes less than $15,505 for singles 
and $20,895 for married couples, could 
be eligible for full cost-sharing assist-
ance. Mr. Speaker, $20,895 for married 
couples, could be eligible for full cost-
sharing assistance. 

Our bill makes needed changes to the 
program by raising reimbursement 
rates. That has been talked about. 

Mr. Speaker, I hope that the Senate 
follows our lead and passes a bill soon 
so that we can begin the process of rec-
onciling our two packages later this 
year. This is a good bill, a responsible 
plan, not a perfect plan by any means, 
but intended to help our seniors now, 
and we need to support it.

Mr. DINGELL. Mr. Speaker, I yield 
21⁄2 minutes to the distinguished gen-
tleman from Ohio (Mr. BROWN), the 
ranking member of the subcommittee. 

Mr. BROWN of Ohio. Mr. Speaker, I 
thank the gentleman for yielding me 
this time. 

The Republican HMO drug plan does 
several things. 

First of all, it begins the process of 
privatizing Medicare. The Republican 
HMO drug plan gives 30 percent less 
choice, 30 percent less choice for sen-
iors’ prescription drugs. The Repub-
lican HMO drug plan is an entitlement 
for insurance companies, not for Amer-
ica’s seniors. It does nothing to bring 
drug prices down. In fact, prices in the 
United States will continue to be, 
under the Republican plan, the highest, 
two, three, four times what they are in 
other countries, the highest prices in 
the world. And the Republican HMO 
drug plan gives benefits almost twice 
as good to Members of Congress as it 
does to America’s seniors. As we can 
see on this chart, Members of Congress 
have a plan worth about $2,100. The Re-
publican plan provides for America’s 
seniors a plan worth about $1,300. 

Now, why would our friends on the 
other side of the aisle come up with a 
plan like this that privatizes Medicare, 
that gives seniors 30 percent less 
choices, an entitlement for insurance 
companies, that most outrageously 
gives a much better plan to Members of 
Congress than it does to America’s sen-
iors? Why would they do that? 

I think the answer to that, Mr. 
Speaker, came last Wednesday after-
noon when our committee, the Com-

mittee on Energy and Commerce, ad-
journed early at 5 o’clock so that all of 
the Republican Members could troop 
off to a $30 million, that is $30 million 
fund-raiser underwritten by the Amer-
ican drug and the prescription drug in-
dustry where the money went to feed 
the coffers of Republican Party can-
didates. This fund-raiser was chaired 
by the CEO of one of the world’s larg-
est drug companies, the CEO of Glaxo, 
a drug company located in England, a 
foreign drug company. His company 
gave $250,000 to this Republican event. 
He was joined by $250,000 contributions 
from the trade association representing 
the drug companies and many others. 

The question, Mr. Speaker, is of vot-
ing for a plan that is written by and for 
the drug companies or a plan for Amer-
ica’s seniors. 

So, the next day, when Members of 
Congress from our committee returned 
to vote on legislation, to vote on this 
prescription drug bill, surprise: every 
vote cast by my Republican friends, 
whether it was to make the seniors’ 
plan the same as Members of Congress, 
whether it was to bring prices down, 
whether it was to reduce out-of-pocket 
expenses, every time these Republican 
Members of Congress voted with the 
drug companies. 

It is a question of, do we vote for leg-
islation written by and for America’s 
drug companies, or do we vote for legis-
lation written for America’s seniors?

Mr. TAUZIN. Mr. Speaker, Ohio, 
under our bill, will earn $1.8 billion in 
Medicaid savings, and 38 percent of 
their seniors will get free premiums 
under our bill. 

Mr. Speaker, I am pleased to yield 1 
minute to the gentleman from Ken-
tucky (Mr. WHITFIELD), a distinguished 
member of our committee. 

Mr. WHITFIELD. Mr. Speaker, I have 
been somewhat shocked, really, at the 
animosity expressed against our plan 
this evening. Medicare as it exists 
today uses private companies to ad-
minister the Medicare program. Under 
the Democratic plan, private compa-
nies will be used to administer their 
drug program, just as ours is. 

I was looking, and in Kentucky we 
have 615,000 citizens under Medicare. 
Under this plan, the plan that we will 
be voting on and passing tonight, 
315,000, or 50 percent of them, will basi-
cally receive free prescription drugs 
with a very small copay of like $2 for 
generics and $5 for name-brand drugs. 
So how could we possibly oppose help-
ing seniors with this kind of a mean-
ingful program? 

We have heard a lot of discussion to-
night about how horrible the drug com-
panies are in America. I think they 
have the best research and develop-
ment, and we are fortunate to live in a 
country where drugs are being discov-
ered every day to cure serious diseases. 

Mr. Speaker, I urge the support and 
passage of this legislation. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tlewoman from California (Ms. ESHOO). 

Ms. ESHOO. Mr. Speaker, I thank the 
distinguished ranking member for 
yielding me this time. 

Mr. Speaker, I rise tonight to speak 
about an issue that calls to a need of 
the American people. This is really a 
solemn moment in this Chamber, and I 
regret enormously that my friends on 
the other side of the aisle did not have 
enough confidence in themselves to de-
bate here tonight two plans, not just 
their plan. So since it is just their 
plan, that is what I am going to direct 
my comments to. 

I know you all love your mothers and 
fathers. So do we. We all love our fami-
lies. We are talking about the Amer-
ican family. We are talking about sen-
ior citizens. 

Now when the American people go 
shopping for coverage for something, 
what do they want? They want some-
thing that is comprehensive, they want 
something that is affordable, they 
want something that is guaranteed, 
and they want something that is under-
standable. They have come to trust the 
gold standard that Medicare rep-
resents. 

Now my friends on the other side 
keep using the word ‘‘Medicare.’’ Do we 
know why? It is the best marketing 
word in the country. But look at the 
fine print. What they do is they put the 
language down for Medicare, but they 
take the taxpayers’ money and shift to 
private insurance companies, with no 
guarantee that there is any insurance 
company that is going to bring them 
these benefits. 

So American people: Beware. Beware 
of false advertising. This is no more a 
Medicare prescription drug plan than I 
am a redhead. 

Mr. TAUZIN. Mr. Speaker, the State 
of California will get $5.1 billion in 
Medicaid savings under this bill, and 
1.5 million California seniors, including 
redheads, will get free premium insur-
ance coverage. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from Iowa (Mr. GANSKE). 

Mr. GANSKE. Mr. Speaker, this is a 
$350 billion bill. Since when has $350 
billion been pencil dust, I ask my col-
leagues. That is a third of a trillion 
dollars. 

Mr. Speaker, 37 percent of Iowan sen-
ior citizens will have no copayment, 
deductible, or premium. They will get 
this benefit free. That is not pencil 
dust. 

We have another problem that we 
have not addressed, and that is that in 
rural States like my State, rural hos-
pitals and other providers, the rural 
hospitals are going broke and other 
providers are not taking care of, can-
not take any more Medicare patients 
into their practices, and this bill ad-
dresses that. This bill addresses that. 

Without this bill, we would have a 15 
percent cut in physician payments. 
Without this bill, rural hospitals in 
Iowa will go bankrupt. This bill pro-
vides Iowa with $330 million in addi-
tional payments for Medicaid, and this 
is at a time when my State is strug-
gling to meet its payments. 
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This bill helps seniors. U.S. Seniors 

endorses it, and Sixty Plus. It helps the 
providers like physicians to keep tak-
ing Medicare patients into their prac-
tices.

b 0030 

It helps keep the rural hospitals 
open. That is why it is endorsed by the 
AMA and the American Hospital Asso-
ciation. Ninety-five percent of seniors 
would find this a good deal and sign up 
for this bill. 

This bill basically is a bird in the 
hand. That is worth more than two or 
three in the bush. Senior citizens in 
Iowa are telling me that $350 billion 
now will help a lot, and that is a lot 
better than an empty promise for two 
or three times more than that.

Mr. Speaker, a few winters ago, when Iowa 
was experiencing skyrocketing home heating 
bills, I received numerous letters from Iowa 
seniors who were forced to choose between 
paying their monthly heating bills or paying for 
their prescription drugs. 

I don’t believe that’s a choice Iowans should 
have to make. 

That is why this week, I have been working 
with my Energy and Commerce committee to 
pass the Medicare Modernization and Pre-
scription Drug Act of 2002, which would pro-
vide a prescription-drug benefit for needy Iowa 
seniors through Medicare. 

Although many members of the other party 
continue to treat Medicare as a political foot-
ball, we are moving forward to provide imme-
diate help to those who need it most. 

Specifically, the bill includes an affordable 
and permanent prescription drug benefit with 
an average premium of $35 per month. The 
bill also includes a standard benefit that would 
begin with a $250 deductible and pay 80% of 
spending up to the first $1,000 and 50% up to 
the second $1,000. Seniors who meet the low-
income criteria (50% of seniors currently with-
out coverage) would pay less than $5 per pre-
scription, up to coverage limits. All participants 
are protected against catastrophic costs, with 
out-of-pocket expenditures capped at $3,800 
per year. An estimated 94% of eligible seniors 
in this country would participate in this plan in 
the first year, according to the nonpartisan 
Congressional Budget Office. 

In addition to the drug benefit, our legisla-
tion also provides a boost to rural Iowa hos-
pitals that, for too long, have ranked last in the 
country in Medicare reimbursements. The bill 
provides increased equity for all hospitals in 
rural areas, as well as increasing payments to 
sole community hospitals, rural home health 
agencies, and rural ambulance services. 

Congressman NUSSLE and I also have 
worked to amend the legislation to provide an 
increase of up to $40 million per year to 
Iowa’s non-teaching hospitals. 

These provisions are significant because the 
vitality of Iowa’s rural hospitals is central to the 
economy of our state. Our bill would help en-
sure that Iowans living and working in rural 
areas have access to reliable and affordable 
health care. 

Our prescription drug legislation contains 
significant provisions for lower-income Iowans. 
Benefit premiums for Medicare beneficiaries 
below 150% of poverty level would be fully 
subsidized, as would cost-sharing expendi-
tures for beneficiaries under 175% of poverty. 

Premiums for individuals between 150% and 
175% of poverty would be subsidized on a 
sliding-scale basis. 

The Medicaid provisions would mean sav-
ings of $337 million dollars to Iowa’s state 
budget—needed help to our state legislators 
who are struggling to balance the state budg-
et. 

Has the other party proposed, a prescription 
drug bill of their own? Yes—a bill that irre-
sponsibly busts the budget and risks bank-
rupting the entire Medicare system. 

Our legislation, on the other hand, provides 
an immediate $350 billion drug benefit and fits 
into the budget. 

So, do Iowa’s seniors want our prescription-
drug benefit now, or the other party’s empty 
promises of a drug benefit at some undeter-
mined point in the future? 

The answer is that Iowa seniors want help 
now—because they realize that a bird in the 
hand is better than two in the bush.

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tleman from Florida (Mr. DEUTSCH). 

Mr. DEUTSCH. Mr. Speaker, I thank 
the gentleman for yielding time to me. 

Mr. Speaker, this bill and the two 
proposals, one is in front of us and one 
was not allowed to be in front of us, 
really are fundamental policy dif-
ferences. What the American people 
want is to have prescription drugs as 
part of Medicare. 

When Medicare was created in 1965, 
there are two interesting statistics. 
One is that the average age of Ameri-
cans was 65 in 1965. It has gone up by 
more than 10 years. I think we consider 
that a high-class problem. 

The second interesting statistic is 
that the out-of-pocket payments by 
seniors in America, the percentage of 
their income has actually gone up, 
even with Medicare. 

One of the main reasons for both of 
those statistics is because of prescrip-
tion drugs. We cannot conceive of a 
Medicare program, which is an insur-
ance program, it is a forced insurance 
program, and that has been Medicare’s 
success, we cannot conceive of that 
being set up today without prescription 
drugs. 

What my colleagues on the other side 
of the aisle are proposing, and I do not 
doubt the chairman of the full com-
mittee will cite a statistic about Flor-
ida saving Medicaid dollars after I fin-
ish speaking, but that is not Medicare, 
Mr. Speaker. That is not Medicare. 

That is not what American seniors 
want. It is a sham. It is misadvertising 
for American seniors, and they get it. 
They get it, and they do not want it. 
They do not want what Members are 
proposing. What they want is simple. 
They want an expansion of Medicare 
coverage for prescription drugs, be-
cause they understand on a day-to-day 
basis that prescription drugs are a nec-
essary component of Medicare, and 
eventually the American seniors are 
going to get what they want, regard-
less of the action that we take today. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, Floridians, seniors 
under Medicare, over 1 million will 

have free premiums under this bill, and 
the State of Florida will receive $3.1 
billion in Medicaid savings. 

Mr. Speaker, I yield 1 minute to the 
gentleman from North Carolina (Mr. 
BURR), distinguished vice chairman of 
the Committee on Energy and Com-
merce. 

Mr. BURR of North Carolina. Mr. 
Speaker, I have listened to the debate 
tonight for over an hour. I have heard 
the word ‘‘sham’’ and I have heard 
other words used. Those words are in 
fact about a benefit that we are going 
to extend to Medicare, a benefit that 
had not been extended since 1965, when 
Medicare was created. 

Mr. Speaker, tonight we have a great 
opportunity. We have a great oppor-
tunity to pass a bill that is not perfect, 
but few things in this House are. We 
have the opportunity to extend for sen-
iors for the first time coverage that the 
majority of Americans eligible for 
Medicare want and need. I do not think 
that is a sham; I think it is a tremen-
dous opportunity for the Congress of 
the United States to pass for those in-
dividuals. 

Some will get up and say that ‘‘GOP’’ 
is ‘‘get old people.’’ Maybe they ought 
to change the words tonight to ‘‘GOPD, 
Get Old People Drugs.’’ That is what 
we are here to do. If we can put aside 
partisanship, we can pass a bill that for 
the first time brings drugs to the 
American people.

Mr. DINGELL. Mr. Speaker, I yield 2 
minutes to the distinguished gen-
tleman from California (Mr. WAXMAN). 

Mr. WAXMAN. Mr. Speaker, I cannot 
tell Members how disappointed I am 
that we are not discussing a Medicare 
bill that will really meet the needs of 
the American people. 

We are not doing it on a bipartisan 
basis. Who would have thought this is a 
partisan issue? Both parties promised 
prescription drugs for seniors under the 
Medicare program in the last election, 
but the Republican plan that is before 
us today does not provide an adequate 
benefit. It does not help bring down the 
cost of drugs or stop excessive pharma-
ceutical company profits. It does not 
establish what the premium will be, or 
if it will be affordable. 

Our Republican colleagues claim that 
the premium is set the same way the 
Medicare premium is now established; 
but that is wrong, and they know it. 
Medicare’s premium is not set by a pri-
vate insurance company that is inter-
ested first and foremost in its own 
profits. These premiums will be set just 
that way. 

The Republican plan does not guar-
antee help with the cost of the drugs 
the physicians prescribe for us, and it 
does not ensure that we get our drugs 
at the local pharmacy. The fact is, this 
plan does not guarantee anything ex-
cept subsidies for private insurance 
companies. 

Let us put a real benefit in Medicare. 
Let us defeat this bill and give people 
the help they need. If they want to 
compare, for those seniors who are 
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watching this, if they want to compare 
what they will get from the Republican 
bill and what they would have received 
from the Democratic bill if we had 
even had a chance to debate and pass 
it, go to the Web site. Go to 
www.House.gov/reform/min, and Mem-
bers will be able to compare easily on 
that Web site what the reality is com-
pared to all the promises we have heard 
from the Republicans.
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore (Mr. 
THORNBERRY). The Chair would remind 
all Members to address their remarks 
to the Chair.

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, not only will 43 percent 
of the seniors in California get sub-
sidized premiums under this bill, but 
the State of California safety net hos-
pitals receive over $63 million new dol-
lars of help to provide health care. 

Mr. Speaker, I yield 2 minutes to the 
distinguished gentleman from Georgia 
(Mr. NORWOOD). 

Mr. NORWOOD. Mr. Speaker, I thank 
the gentleman for yielding time to me. 

Mr. Speaker, I heard comments ear-
lier tonight saying that we should not 
be debating so late, that nobody would 
be awake. My contention is it does not 
matter whether one is awake or asleep. 
We cannot get anything out of this 
kind of debate at all. 

I do not believe I have ever heard 
more misrepresentations or mistruths 
or demagoguery on a subject in a long, 
long time. I could spend the night dis-
counting some of the things, but some 
of the statements are just absolutely 
ludicrous, like people lining up over 
here saying that $320 billion going into 
prescription drugs is going to harm 
people. Who in the world thinks we are 
going to spend $320 billion of the tax-
payers’ money to harm somebody? 

There are statements saying in 1964, 
Republicans hated Medicare; they 
voted against it. That is not true. That 
is not true at all. Republicans, in fact, 
the majority voted for Medicare, and 
not all the Democrats voted for Medi-
care in 1965. It was a discussion worth 
having back then. 

But do not stand up here and say all 
Republicans hate Medicare. Those who 
continue to say that Republicans say 
Medicare is going to wither on the 
vine, I saw that speech. I have a copy 
of that speech. Newt Gingrich made the 
speech. He said that HCFA was going 
to wither on the vine, and that out-
dated organization needs to have some 
rework, because it is interfering with 
the care of patients, for pity’s sakes. 

There have been a lot of complaints 
about the rules, and not a lot of truths 
about the bill. This is not a perfect bill. 
I know that; Members know that. All 
of us could do better. Any one of us 
could write a perfect bill if we did not 
have to worry about a budget. We could 
write a perfect bill, all of us could, if 
we did not care about bankrupting the 
trust fund, but we do. 

But I will tell Members what this bill 
will do. They can call it, say it, do any 

way they want to, but what this bill 
will do is it will help the poorest and 
help the sickest seniors. We need to do 
it now, because this is the only game in 
town. 

Mr. DINGELL. Mr. Speaker, I yield 1 
minute to my good friend, the gen-
tleman from Michigan (Mr. STUPAK). 

Mr. STUPAK. Mr. Speaker, I thank 
the gentleman for yielding time to me. 

With all due respect to the last 
speaker, this is not a perfect bill; this 
is not even a good bill. Through all this 
debate, I went back to my office to-
night and listened to all this. 

I pulled two letters from my district, 
one from Vanderbilt, Michigan. A cou-
ple there has $6,288 per year in drug 
costs. Under the Democratic plan, if we 
would ever get a chance to vote on it, 
they would pay $1,637 and they would 
save $4,650, or 74 percent of their drug 
savings. 

Underneath their plan, their bill here 
tonight, they would have to pay $4,096. 
They would only save $2,192, or 35 per-
cent of their drug costs. 

The other couple I pulled was from 
Travers City, Michigan. They have 
$3,240 per year on drug costs. Under the 
Democratic plan, they would pay $1,028 
and save $2,212 or 68 percent. Under the 
Republican plan, they would pay $2,536 
and save only $704, or 22 percent. 

Do the math. The Republican plan 
just does not add up. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, Michigan will get one 
and one-tenth billion dollars in this 
plan of Medicaid savings, and nearly 40 
percent of their seniors will get sub-
sidized premiums for their Medicare 
prescription drug coverage.

Mr. Speaker, I yield 1 minute to the 
distinguished gentleman from Oregon 
(Mr. WALDEN) from our committee. 

Mr. WALDEN of Oregon. Mr. Speak-
er, if we think about this, nobody has 
fought harder for Patients’ Bill of 
Rights in this country than the gen-
tleman from Georgia (Mr. NORWOOD), 
the gentleman from Iowa (Mr. 
GANSKE), and the gentleman from Ken-
tucky (Mr. FLETCHER). They are unani-
mously in support of this bill. 

These are careful legislators who 
have evaluated this bill carefully. They 
unanimously support it because they 
know it is within the budget. It will 
give care to those who need it the 
most. From the people that I represent, 
that is what is most important, that 
we put together a plan that will fit 
within the budget framework we have 
been given to operate under that will 
get them care, because they need help 
now. They need help now. They do not 
want partisan rhetoric. We are sick and 
tired of that in America. 

This winter and spring, I went around 
and met with hospitals, doctors, pa-
tients, and seniors all across my dis-
trict. The clear message was: get us 
help now; do what you can for us now. 
This bill does that. That is why organi-
zations representing these doctors and 
hospitals and seniors and others sup-
port it. 

It will help home health care; it will 
help Medicare patients. This is a good 
plan that will make a real difference 
for patients. It provides prescription 
drugs at no cost to those who make 
$15,000 or less a year in our senior com-
munity. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to my distinguished friend, 
the gentleman from Massachusetts 
(Mr. MARKEY). 

Mr. MARKEY. Mr. Speaker, watch 
out, Grandma. Watch out, Grandpa. 
The GOP doctors are on their way, and 
boy, do they have a prescription for 
you. Every senior citizen gets three 
bitter pills to swallow: 

Pill number one is a half-dose of dol-
lars. The Republicans provide less than 
half the money that Democrats provide 
to seniors in their plan so that they 
will not be burdened by the soaring 
cost of prescription drugs, but the Re-
publicans will not allow a vote on that 
plan. 

Pill number two is a poison pill for 
Medicare. The Republicans are divert-
ing Medicare funds into risky private 
drug plans with no maximum pre-
miums and no guaranteed coverage in a 
cynical drive to privatize the Medicare 
program. But they will not allow a 
vote to prevent the privatization of 
Medicare. 

Pill number three is a privacy piracy. 
The Republicans allow the pharma-
ceutical fat cats to exploit Grandma 
and Grandpa’s sensitive medical se-
crets in marketing schemes without 
their knowledge or consent, and they 
will not allow a vote to protect that 
privacy, which is inside of the Demo-
cratic bill. 

‘‘GOP,’’ it used to stand for ‘‘Grand 
Old Party.’’ ‘‘GOP’’ now stands for ‘‘get 
old people.’’ Vote ‘‘no’’ on the Repub-
lican plan tonight.

Mr. TAUZIN. Mr. Speaker, I yield 
myself 30 seconds. 

Mr. Speaker, how dare any of the 
Members suggest they love their moth-
ers and fathers more than we love our 
mothers and fathers. How dare they 
suggest that we dislike our grand-
parents and would feed them bitter 
pills, and get them. How dare they 
make that suggestion. 

My mother is alive because of Medi-
care. Medicare saved her life not once 
but three times. We are here to fight 
for Medicare and to improve it tonight, 
Republicans and Democrats alike. 
They have a different plan than us, but 
we all love our mothers and fathers. We 
all love our grandparents. How dare 
they suggest otherwise. 

Mr. Speaker, I yield 1 minute to my 
friend, the gentleman from Michigan 
(Mr. UPTON). 

(Mr. UPTON asked and was given 
permission to revise and extend his re-
marks.) 

Mr. UPTON. Mr. Speaker, I thank 
the gentleman for yielding me the 
time. 

Mr. Speaker, I am pleased that we 
are moving forward tonight with a very 
important bill for our Nation’s seniors, 
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our moms and dads and health profes-
sionals who care for them.

b 0045 

No senior should be forced to forego 
needed medications, take less than the 
prescribed dose or go without neces-
sities in order to afford life-saving 
medication. 

The bill before us tonight will pro-
vide much-needed comprehensive Medi-
care, prescriptive care for all seniors 
who elect to participate. For those who 
can least afford their prescriptions, 
Medicare will cover a hundred percent 
of these premium deductibles. 

In addition to modernizing Medicare 
by adding a prescription drug benefit, 
the bill before us tonight will also help 
to ensure that Medicare beneficiaries 
continue to have ready access to high-
quality community-based health care 
services. 

The bill fixes flaws in the Medicare 
prescription fee schedules that are re-
sulting in significant unintended cuts 
in physician payments. It also im-
proves hospitals and skilled nursing 
homing reimbursement, eliminates a 
scheduled 15 percent cut in home 
health payments, puts a moratorium 
on the cap on physical therapy reim-
bursement, and takes a good first step 
in improving reimbursement for ambu-
lance services. 

It is a good bill. I urge my colleagues 
to votes yes. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tleman from Texas (Mr. GREEN). 

Mr. GREEN of Texas. Mr. Speaker, I 
thank my ranking member from Michi-
gan for yielding me time. 

It is hard to say in one and a half 
minutes how much is wrong with this 
piece of legislation. We should have the 
opportunity to debate alternatives to 
correct the problems, but the tyranny 
of the majority makes that mockery of 
democracy. 

There is one major glaring problem 
that should be mentioned: the gaping 
hole in the coverage of the drug costs 
that exceed $2,000. If a senior has a $300 
monthly drug bill, they can expect to 
lose their drug coverage halfway 
through the year. But they will have to 
keep paying month after month for the 
rest of the year until they reach that 
catastrophic limit. 

Another problem is, if seniors have 
other coverage from an employer or 
maybe some help from their church or 
a charitable organization, these con-
tribution will not count as out-of-pock-
et expenses for that senior. So that is 
wrong with the bill. 

There is another major disincentive 
for employers to provide retiree health 
care. It will further erode what little 
health care coverage we have left in 
our country. 

Diabetes is a major illness for sen-
iors. This bill, granted, covers insulin, 
but it does not pay for the syringes. So 
those seniors have to pay to inject the 
insulin we will give them. What kind of 
sense does this make? 

Mr. Speaker, there are so many prob-
lems with this legislation we should be 
allowed our alternative, providing a 
meaningful prescription drug benefit, 
but the Republican majority again is 
afraid to allow amendments to pass. 

My Republican colleague from Iowa 
said that their bill is a bird in the 
hand, but seniors, when they find out 
what this bill does, will be left with 
only bird droppings in their hands. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, the seniors of Texas 
will receive $1.9 billion in Medicaid 
savings under this bill; and 55 percent 
of them will have subsidized premium 
coverage. That is not bird droppings.

Mr. Speaker, I yield 1 minute to my 
friend, the gentleman from Pennsyl-
vania (Mr. GEKAS). 

(Mr. GEKAS asked and was given 
permission to revise and extend his re-
marks.) 

Mr. GEKAS. Mr. Speaker, I thank 
the gentleman for yielding me time. 

There is an extra benefit that is 
being conferred by passage of this bill 
and that is to our veterans. Veterans 
are experiencing two phenomena that 
we can help remove here tonight. One 
is the higher cost of medications that 
they are experiencing, of course. All 
seniors will benefit from that. But 
there is another idea that we have to 
shake away from the existing scene 
about our veterans and that is the long 
waiting lines that they are experi-
encing at the VA hospitals. 

In our central Pennsylvania area, 
some 6,000 are waiting to see a doctor 
in waiting lines, and their medications 
that will be prescribed are not waiting 
for them because of the long lines and 
because of the high costs of medica-
tion. Strike a blow here for your vet-
erans as well as the other seniors by 
passing this legislation, reducing the 
cost of prescriptions to our veterans 
and reducing the long lines that they 
are now facing in and even waiting to 
see a doctor at VA hospitals for the 
purpose of medication.

Waiting lists at veterans hospitals across the 
country are growing. In central Pennsylvania 
alone there are over 6,000 veterans waiting to 
be seen. Nearly 70 percent of these veterans 
are rated as category seven by the VA, mean-
ing that they have no service connected dis-
ability. In fact, the vast majority of them are 
seeking a meeting with a VA doctor solely in 
order to receive assistance with their medica-
tions. They are seeking help because of the 
high cost of their medications or because their 
health plan discontinued their pharmacy bene-
fits. 

Our new Medicare prescription drug benefit 
will reduce out-of-pocket drug expenses for 
Americans by 25–30 percent. That savings 
may help veterans in central Pennsylvania opt 
out of the long waiting lines at the veterans 
health care facilities in Lebanon, Camp Hill, 
Berks, Pottsville, and others. Veterans will be 
able to switch from their veterans plans to the 
plan we vote on today without penalty. 

I have visited with VA officials in my district 
to discuss the problem of lengthening waiting 
lists. At the Lebanon VA hospital, I was told 

that nearly 1,800 veterans still wait to be seen 
by a doctor. Of those waiting, 65 percent are 
category seven and most likely waiting to get 
assistance with medication. I commended the 
caring individuals who run that acclaimed facil-
ity for providing outstanding healthcare. The 
Lebanon VA hospital has, in fact, received the 
highest patient satisfaction scores of all VA 
medical centers across the Nation. But I had 
to agree with them that we do not want to see 
these quality institutions simply turned into 
pharmacies. Furthermore, we do not want to 
see long lines of patients waiting to see a VA 
doctor when a drug plan that reduces their 
drug expenditures would work just as well. 

One of the great benefits to come from pas-
sage of this prescription drug coverage bill will 
be the relief provided to veterans and VA hos-
pitals. Vets will be able to choose this new 
drug coverage plan and opt out of the long 
lines at VA hospitals. Veterans who need help 
purchasing their medication will get real relief. 
Those who are waiting inordinate lengths of 
time on waiting lists to see a doctor at there 
local VA hospital may look forward to shorter 
waits and prompter services. Our veterans de-
serve no less. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tleman from Ohio (Mr. STRICKLAND). 

Mr. STRICKLAND. Mr. Speaker, we 
need to tell the full truth about vet-
erans and prescription drugs. This ad-
ministration has raised the co-pay for 
medications that veterans get at our 
VA facilities from $2 to $7 per prescrip-
tion, a $250 increase. That is the fact. 

Mr. Speaker, the assets test provided 
under the Republican plan makes a 
mockery of one of the key objectives of 
the Medicare prescription drug benefit, 
to prevent senior citizens from having 
to pauperize themselves to get the 
drugs they need. Think what this 
means. 

It means that a frail elderly woman 
who qualifies for a handicapped sticker 
on her car because she cannot walk a 
short distance cannot keep a car that 
she cannot be confident will not break 
down on the highway if she wants to 
qualify for the assistance she needs to 
get the drugs her doctor prescribes. 

It means that a spouse who has man-
aged to buy a burial plot, a burial plot 
so that they can lie for eternity next to 
a husband or wife may have to sell that 
plot to get the prescription drugs they 
need to survive. For shame. 

Those of you who want to give a 
death tax elimination for the multi-
millionaires in this country have no 
problem with requiring grandma to 
give up her burial plot in order to qual-
ify for the assistance under this plan. 
You ought to be ashamed of yourselves. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself 15 seconds. 

That claim is disingenuous. Section 
1902 allows the States to waive that 
means test. There is an additional sec-
tion, 1115 waivers are also allowed for 
the States, and they can waive that 
means test any time they want to. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Pennsylvania (Mr. 
GREENWOOD), the distinguished chair-
man of the Subcommittee on Oversight 
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and Investigations of the Committee of 
Energy and Commerce. 

Mr. GREENWOOD. Mr. Speaker, I do 
not have a single new thing to say 
about this issue because it has all been 
said over and over again. But as I have 
been sitting listening to the debate for 
these last 2 hours and looking at it and 
listening to the howling and the 
shrieking and the bellowing and the 
clattering of pans, I could think of 
nothing more than the ancient times 
when there was an eclipse; and as the 
sun was eclipsed the ancients ran out 
and made some noise. 

For decades, the Democrats claimed 
to be the party that represented and 
cared for the seniors. They did nothing 
for the prescription drug benefit. Fi-
nally, our plan is eclipsing their stat-
ure; and they cannot stand it; and they 
are bellowing and howling. When the 
sun comes up tomorrow morning, we 
will have passed the first prescription 
drug plan in the history of this pro-
gram. The howling will silence, and the 
seniors will have something to be 
proud of. And I am proud of you, Mr. 
Speaker.

The SPEAKER pro tempore. The gen-
tleman from Louisiana (Mr. TAUZIN) 
has 10 minutes remaining. The gen-
tleman from Michigan (Mr. DINGELL) 
has 15 minutes remaining. 

Mr. DINGELL. Mr. Speaker, I yield 
30 seconds to the distinguished gen-
tleman from Ohio (Mr. STRICKLAND). 

Mr. STRICKLAND. Mr. Speaker, I 
would like to speak to the chairman of 
the committee. He says that the States 
can waive this requirement. In fact, 
they can not. The asset test was placed 
under title 18. The States are not able 
to waive this requirement under this 
bill. 

Mr. TAUZIN. Mr. Speaker, I will 
yield myself 15 seconds to indicate 
again that our information is the 
States have the power to exercise the 
waivers under this bill. 

Mr. Speaker, how much time is re-
maining on each side? 

The SPEAKER pro tempore. The gen-
tleman from Michigan (Mr. DINGELL) 
has 143⁄4 minutes remaining. The gen-
tleman from Louisiana (Mr. TAUZIN) 
has 93⁄4 minutes remaining. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tlewoman from Colorado (Ms. 
DEGETTE). 

Ms. DEGETTE. Mr. Speaker, with 
this bill Congress should be keeping a 
solemn promise to our seniors. But 
what the Republicans are doing is giv-
ing simply a fig leaf instead. 

This proposal covers only about 20 
percent of the expenses that seniors 
will incur for prescription drugs in the 
next 10 years. Well, the Republicans 
say we are operating under budget con-
straints. We cannot afford to pay the 80 
percent of the costs that the Demo-
cratic alternative would have offered 
had we been able to offer it. Why? Why 
do we have these budget constraints? 
Because their priority is not to give re-
lief to the 40 million Americans who 

need the relief but to give it to the 
500,000 of the very wealthiest Ameri-
cans who want estate tax relief. 

Take a look at this chart. Here is the 
number of seniors who need this pre-
scription drug plan and need a thor-
ough plan, 35 million. Here is the num-
ber of people who will benefit from the 
Republican estate tax cut that they 
passed a few weeks ago and that caused 
the budget constraints which are pre-
venting us from passing a real benefit. 

The seniors of America need to know 
this is why we cannot give grandma 
and grandpa their drugs. It is not be-
cause God came down and gave us 
these constraints. It is because the Re-
publican caucus gave them to us. 

Let me answer one more thing. Mr. 
STRICKLAND says that grandma and 
grandpa will not be able to buy their 
burial plots because of the assets test. 
That is under Medicare. That cannot be 
waived under title 18 by the State. It is 
nonwaivable.

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tleman from New York (Mr. ENGEL.) 

Mr. ENGEL. Mr. Speaker, I thank 
the ranking member for yielding me 
time. 

The fact of the matter is that the bill 
that we are debating today is inad-
equate because there is inadequate 
funding for the bill; and the reason 
there is inadequate funding for the bill 
is, as the previous speaker pointed out, 
all the money has been used up with 
tax relief for the very wealthy in this 
country, $1.6 trillion worth of tax relief 
for the very wealthy people in the 
country. So, of course, when it comes 
to a prescription drug benefit we do not 
have enough money to provide a real 
meaningful plan. 

We would like to debate the Demo-
cratic bill along with the Republican 
bill here, but we were denied the oppor-
tunity. So we do not have the ability 
to show why our plan is better. 

The fact of the matter is, our plan is 
better. It will cover more seniors. It 
will give an entitlement under the 
Medicare program which is really what 
seniors want. 

The bill we are debating today does 
not provide any real guaranteed benefit 
and simply, in my opinion, lays the 
groundwork to eventually privatize 
Medicare. The bill does not contain the 
entitlement to a defined benefits pack-
age as provided in the rest of the Medi-
care program. It only promises that 
seniors can shop for some kind of cov-
erage undefined either through private 
insurance plans or Medicare HMOs. The 
bill does not contain, again, any de-
fined premium or assurances that pre-
scription drugs will be affordable; and 
it will cover less, and listen to this, it 
will cover less than one-fifth of the es-
timated drug costs of Medicare bene-
ficiaries over the next 10 years. There 
is a large gap in the coverage. 

Seniors who needs more than $2,000 
worth of the drugs in the calendar year 
must pay for 100 percent of their drugs 
until they reach $3,700. So what we are 

seeing here is a woefully inadequate 
bill, and it is an indication where 
sometimes when you have something it 
is worse than having nothing. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, this bill that has been 
described as so terrible will give to the 
State of New York $4.5 billion of Med-
icaid savings. It will cover 51 percent of 
New York seniors with subsidized pre-
miums paid for by the government and 
will provide safety net hospitals in New 
York with nearly 90 million new dol-
lars. What a terrible bill. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from Texas (Mr. BARTON), 
the distinguished chairman of the Sub-
committee on Energy and Air Quality 
of the Committee on Energy and Com-
merce. 

Mr. BARTON of Texas. Mr. Speaker, 
I want to thank my distinguished 
chairman and simply tell him I am 
glad to be on the floor backing him up, 
and I look forward to tomorrow deliv-
ering one of his famous cookbooks to 
one of my dearest friends down in 
Texas who has indicated to me you 
need to be backed up tonight with 
great, great enthusiasm. 

I would like to tell my good Demo-
cratic friends that I agree with them 
on one point, and that is the fact that 
the rule should have allowed you to 
offer your substitute. I think it would 
have been a neat trick to have almost 
to a person voted against an increase 
in the debt ceiling of $450 billion and 
then turn right around and voted for a 
$1 trillion expansion of a brand new en-
titlement program 2 hours later.

b 0100 
I think this is a good bill. The pro-

vider part of it is almost universally 
supported. I think the prescription 
drug benefit is a good start. I think it 
could be improved. 

I would like at some point in time to 
have the ability to offer the additional 
option of a prescription drug savings 
account. Many in my district, over 
two-thirds of the seniors that I have 
talked to, have said that they would 
probably opt for some sort of a drug 
savings account if they were given that 
option, and I hope that later this year 
we could do that. 

This bill that is before us for over 
half of the seniors in this country 
would pay nothing for prescription 
drugs except a small copayment for the 
specific drug that they had to use, and 
I would point out that prescription 
drugs for most of our seniors are not of 
a catastrophic nature. They are of a 
chronic nature. They are to treat heart 
disease or to treat high blood pressure 
or cholesterol. They are something 
they have to take to have a lifestyle 
that we want them to have. 

So I think my idea of a prescription 
drug savings account would give them 
a lot of options to do that, and again, 
I hope that we have the opportunity to 
offer that at some point in time. 

To start the ball rolling, I agree that 
this bill is a good start and hope we 
will vote for it later this evening. 
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Mr. DINGELL. Mr. Speaker, I yield 2 

minutes to the distinguished gentle-
woman from California (Mrs. CAPPS). 

Mrs. CAPPS. Mr. Speaker, I thank 
the ranking member for yielding time 
to me; and, Mr. Speaker, for seniors in 
my district, there is no issue more im-
portant than prescription drug cov-
erage, but the bill before us will not 
offer my seniors what they need. 

First, it entices insurance companies 
to offer the drug coverage plans. In 
fact, it gives them the money without 
any guarantee of a benefit for seniors. 
Medicare+Choice has shown us that 
just relying on private insurance com-
panies does not work. 

Second, under the majority’s pro-
posal, as a senior’s drug costs increase, 
their benefits decrease. In fact, once a 
senior’s costs exceed $2,000, a senior 
has to spend another $2,900 on their 
medications before they will get any 
help. 

This chart here, the GOP plan, shows 
a calendar for seniors. Many seniors in 
my district pay $400 a month. This sen-
ior paying $400 a month will get no 
benefit during the first month while he 
is paying his deductible; but then he 
will get a benefit, February, March, 
April and May. Unfortunately, then he 
reaches that $2,000. No more benefit for 
this senior for the entire rest of the 
month, and we call this is a drug ben-
efit for our seniors? This is the plan we 
are voting on tonight because we have 
no alternative. 

We are not allowed to bring a plan 
that our side has developed that would 
offer affordable, reliable prescription 
drug coverage for all under Medicare. 
For our $25 premium, $100 deductible, 
seniors would get 80 percent coverage 
of all their medications. This person 
during this time of having no coverage 
is not allowed to rely on a church who 
wants to step to their aid or family 
members or if they have a pension plan 
because of their services, they cannot 
use that. 

This plan is the one that we must 
vote ‘‘yes’’ or ‘‘no’’ on tonight. We do 
have many alternatives. The one we 
wanted to put up would be a good and 
fair plan. No opportunity to do that be-
cause the majority is so afraid that 
they will lose the opportunity to do the 
things that they know in their hearts 
they should do for this Greatest Gen-
eration. We owe our seniors a better 
plan than this one.

Mr. TAUZIN. Mr. Speaker, would the 
Chair again advise us how much time 
remains on each side? 

The SPEAKER pro tempore (Mr. 
THORNBERRY). The gentleman from 
Louisiana (Mr. TAUZIN) has 71⁄2 minutes 
remaining. The gentleman from Michi-
gan (Mr. DINGELL) has 93⁄4 minutes re-
maining. 

Mr. TAUZIN. Mr. Speaker, I am 
pleased to yield 1 minute to the distin-
guished gentleman from New Jersey 
(Mr. FERGUSON). 

Mr. FERGUSON. Mr. Speaker, I 
thank the chairman for yielding me 
the time. 

We have heard a lot tonight about 
facts and figures and partisan rhetoric 
and attacks and misrepresentations. 
Some of our colleagues on the other 
side of the aisle earlier tonight sug-
gested that we talk about or focus on 
senior women. I would like to do that 
for a second, one in particular, my 
mother. 

My mother, Roberta, was diagnosed 
almost 5 years ago with cancer, deadly 
form of cancer, should have been dead 
by now. She is alive today, thank God, 
because she has had access to good 
medical care and prescription drugs 
that have saved her life. Why is that so 
important? Because without it, she 
never would have met her grandkids. 
Our kids, 3 and 2 years old, she never 
would have met them. Thank God she 
had access to these life-changing, life-
saving products, because of scientists 
and researchers and companies who in-
vest hundreds of millions of dollars, in-
deed billions of dollars, to find the mir-
acle cures of tomorrow. 

We have to make these miracle prod-
ucts affordable and accessible to every-
one because our seniors are too impor-
tant to let this opportunity sneak by. 
Our grandmothers want to meet their 
grandkids. Let us make it happen. Pass 
this plan tonight. 

Mr. DINGELL. Mr. Speaker, I yield 1 
minute to the distinguished gentleman 
from Maine (Mr. ALLEN). 

Mr. ALLEN. Mr. Speaker, I thank 
the gentleman for yielding me the 
time. 

Mr. Speaker, anyone who has been 
half awake for the last 2 years knows 
that for Republicans tax cuts for the 
wealthy are far more important than 
prescription drugs for seniors. In the 
room upstairs, Republicans can call 
Medicare a Soviet-style program; but 
down here on television, they say they 
are providing a Medicare benefit. 

The Republican plan relies on pri-
vate, stand-alone prescription drug in-
surance plans. They do not even exist 
now, and they probably never will. No 
guaranteed benefits, no guaranteed 
premium, no guaranteed reduction in 
price. Their plan is an empty promise. 

We have been asked where is our 
plan. The truth is my colleagues will 
not let us vote on it. Why? Because 
they know that a real Medicare benefit 
would reduce prescription drug prices. 
That is not acceptable to the pharma-
ceutical companies, so it is not part of 
the Republican bill. 

Many Americans may be confused by 
this debate. All these numbers, esti-
mates, projections. Just remember 
that Republicans get most of the 
money from HMOs and pharmaceutical 
companies. This bill is great for them, 
but it is a fraud on America’s seniors.

Mr. TAUZIN. Mr. Speaker, I am 
pleased to advise the great citizen of 
Maine that their citizens, their seniors, 
40 percent of them will get subsidized 
and mostly fully subsidized premium 
coverage under this bill. 

Mr. Speaker, I am pleased to yield 1 
minute to the distinguished gentleman 

from Tennessee (Mr. BRYANT), a mem-
ber of the Committee on Energy and 
Commerce. 

Mr. BRYANT. Mr. Speaker, I thank 
the chairman for yielding me the time, 
and I thank the chairman for making a 
priority of our committee to bring 
forth this first prescription drug ben-
efit that is going to be available to peo-
ple eligible for Medicare. 

I think it is a good bill. It offers low-
cost drugs. I think it guarantees insur-
ance coverage, and it is all done in a 
fiscally responsible way. It fits within 
our budget, and I thank again the 
chairman for doing this. 

I know our folks in Tennessee, we 
have about 700,000 senior citizens, and 
about 45 percent of those senior citi-
zens will be eligible for virtually cost-
free drugs under this plan; and I know 
those citizens in Tennessee that are 
dual eligible, that are covered, are 
qualified both in Medicare and Med-
icaid, that would result in, when this 
program picks up those people from the 
State, in a savings of about $565 mil-
lion over the years 2005 to 2012. 

So, Mr. Speaker, again I commend 
the gentleman from Louisiana (Mr. 
TAUZIN) for bringing forth this very 
good bill and making it a priority of 
this Republican Congress to give us our 
first-ever prescription drug benefit in 
the Medicare system outside the hos-
pital. 

Mr. DINGELL. Mr. Speaker, I yield 
11⁄2 minutes to the distinguished gen-
tleman from Illinois (Mr. PHELPS). 

Mr. PHELPS. Mr. Speaker, I want to 
thank the gentleman for what he has 
done in the leadership in this par-
ticular subject that has brought us 
here tonight. 

I rise in opposition to this plan and 
sadly because the rhetoric I guess to-
night comes to an end. After promises 
from both sides of the aisle and those 
who have run an election for the last 
several years who promised to do some-
thing on this particular subject, we fall 
short and it is sad because I wanted to 
come to this body to have a true, fair 
debate on subjects of great priority 
like this, not to debate at 1:00 a.m. in 
the morning where we hide things from 
people, to say just one plan is the best 
plan, it is the only plan. That is not 
what we are about. 

I am not here to promote adversity. I 
do not want conflicts. I want us to 
come together in a bipartisan manner 
to try to solve the very best of all 
plans, not just say one plan is the only 
plan, and say, Illinois, that I know that 
the gentleman is about to quote how 
many millions of dollars we are going 
to receive and help, but what could we 
have received? That is the question. 
Those people out there, constituents 
that I represent, will never know until 
the true light of day is shed on my col-
leagues’ plan, and that is what we in-
tend to do. 

They have limited us to debate here 
tonight, trying to get one side of our 
plan more clear, under handicap condi-
tions. That is not what we are about. 
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That is not why we were elected, to 
have one party or a majority party 
have the only plan to make it decep-
tively look like it is a positive plan. 

That is why we are here tonight, to 
debate the best, the most priority issue 
in the Nation, not in the wee hours in 
the morning just one plan, but a fair 
plan for all the best of all plans.

Mr. TAUZIN. Mr. Speaker, I am 
pleased to let my friend know that the 
great State of Illinois will get a great 
fair share of this bill, about $2 billion 
in Medicaid savings, and about half a 
million of his senior citizens will get 
totally free premiums for their Medi-
care premium drug insurance coverage. 
That is a pretty good deal, pretty fair. 

Mr. Speaker, I am pleased to yield 1 
minute to the gentleman from Indiana 
(Mr. BUYER), a distinguished member of 
the Committee on Energy and Com-
merce. 

Mr. BUYER. Mr. Speaker, it took me 
3 years to redesign the pharmacy ben-
efit of military health delivery system. 
As the only Member of this body in 
this Congress to offer a prescription 
drug bill that has been passed and 
signed into law, I want to share a few 
observations. 

Number one, I want to thank the gen-
tleman from Hawaii (Mr. ABERCROMBIE) 
because we worked in a bipartisan fash-
ion, something that has not occurred 
here. 

Secondly, we were able to modernize 
a program without dulling the cutting 
edge of new prescription drugs. 

Missing from this debate is the cele-
bration of capitalization, a free enter-
prise system that avails the great 
minds of the world, the incentives to 
form at-risk entities to push the 
bounds of modern medicine and phar-
macology to the benefit of our people 
and the improvements in their quality 
of life. 

Please do not demonize these sci-
entists and those in the medical com-
munity. Americans are living longer 
with many chronic illnesses. Why? Be-
cause modern medicine and the best 
health care system in the world is giv-
ing them that chance. Access to these 
drugs is what is important. That is 
what the Republican drug plan is going 
to do. 

Please vote for this bill. 
Mr. BROWN of Ohio. Mr. Speaker, I 

yield 1 minute to the gentlewoman 
from Florida (Mrs. MEEK). 

Mrs. MEEK of Florida. Mr. Speaker, 
first of all, this bill tonight, I have lis-
tened very carefully. It is a relief act 
for the insurance industry. That is 
what it is. 

Also, the Republican plan is not a 
fair plan. It is not going to help all sen-
iors. Think about that. That is the 
fact. It does not cover them. There is 
no real guarantee at all, and many of 
them keep getting up and saying this is 
the first plan. That is all they want to 
go out and say, this is the first plan. It 
does not mean anything except it is the 
first ever, and it is not worth doodley 
squat. So they run with that. 

So we have got to think of three 
things. It will not cover all the seniors. 
Imagine this, seniors having to run 
around, trying to shop around and find 
a plan. That is a big hassle for older 
Americans. They cannot contend with 
all these various insurance plans that 
come and go. We do not know how the 
model is going to work. Those of us 
who have been around, we know it did 
not work in 1965; and this is just an-
other part of it. It is not going to work 
now. 

We should be sure tonight to vote 
against this relief act for the insurance 
agencies. 

Mr. TAUZIN. Mr. Speaker, I yield 
myself such time as I may consume. 

I am pleased to let my dear friend, 
the gentlewoman from Florida (Mrs. 
MEEK), know that the poor seniors in 
her State, over 1 million of them, will 
get free insurance drug coverage under 
this bill. That is 42 percent of her sen-
iors and the State will get $3.1 billion 
of Medicaid assistance.

Mrs. MEEK of Florida. Mr. Speaker, 
will the gentleman yield? 

Mr. TAUZIN. I yield to the gentle-
woman from Florida for 15 seconds 
only. 

Mrs. MEEK of Florida. Mr. Speaker, I 
did not say poor seniors. I said all sen-
iors. 

Mr. TAUZIN. Mr. Speaker, I am say-
ing all seniors are going to get helped, 
but the poorest will get totally free in-
surance coverage. 

Mr. Speaker, I yield 2 minutes to the 
distinguished gentleman from Ken-
tucky (Mr. FLETCHER), a new member 
of the Committee on Energy and Com-
merce. 

Mr. FLETCHER. Mr. Speaker, again, 
prescription drugs for our seniors is 
probably the most pressing health care 
issue that we face, and I want to thank 
the chairman of the Committee on En-
ergy and Commerce for his leadership 
in bringing this to the floor, a plan 
that is reasonable, responsible and do-
able, unlike a plan that was brought up 
in our committee and will be brought 
up in the recommit motion. That is a 
plan that scores out at $973 billion with 
absolutely no way to pay for it.
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That means you are either going to 
have to increase taxes on our children, 
grandchildren or you are going to have 
to take it from education, national se-
curity, homeland security, or Social 
Security. Those are the only choices 
you have. 

Let me talk just briefly. Two years 
ago there was a $303 billion prescrip-
tion bill plan. Who supported that? Vir-
tually every single Democrat supported 
that. What happened this year? I think 
they have had an election year epiph-
any. All of a sudden, it is an election 
year; and we need three times as much 
money for it to be a reasonable plan. Is 
it not amazing that when we offer a 
plan that is reasonable, doable, it will 
be a plan that will provide benefits for 
every senior? 

Let me talk about Kentucky. There 
are 615,000 Medicare beneficiaries that 
will receive help with this. Fifty per-
cent of those in Kentucky are at 175 
percent of the poverty level or below, 
which means they will be subsidized. It 
means $459 million for Kentucky. We 
are a small State, but $459 million for 
Kentucky, and those dual eligible for 
Medicare and Medicaid will get help. 
We are having trouble meeting our 
budgetary needs, so this bill is the 
right kind of a bill. It is a responsible 
bill, it is a reasonable bill, it is a do-
able bill, and they thought it was 2 
years ago, but now in an election year, 
no, it is not enough. 

I think we need to lay aside election-
year politics, pass this thing on a bi-
partisan basis, and let us do what our 
seniors need, provide them a prescrip-
tion drug bill and help for our States. 

Mr. BROWN of Ohio. Mr. Speaker, I 
notice that my friends on the other 
side of the aisle talk about giving free 
coverage to poor seniors except for the 
$2,700 out of pocket they would have to 
pay under the Republican private in-
surance plan. 

Mr. Speaker, I yield such time as she 
may consume to the gentlewoman from 
Missouri (Ms. MCCARTHY). 

(Ms. MCCARTHY asked and was 
given permission to revise and extend 
her remarks.) 

Ms. MCCARTHY of Missouri. Mr. 
Speaker, I am in opposition to the 
measure before us and in support of the 
Democrat alternative that was denied.

I rise today in opposition to H.R. 4954, the 
Medicare Modernization and Prescription Drug 
Act of 2002. This ‘‘Insurance Company Protec-
tion Act’’ will not provide an affordable and de-
pendable benefit for seniors. The Democratic 
substitute, which is being denied consideration 
by Republican leadership, provides com-
prehensive prescription drug coverage and 
savings to employers. 

The ‘‘Insurance Company Protection Act’’ is 
an effort to privatize Medicare. This bill shifts 
$68 billion in health care costs onto employ-
ers, by designing the benefit so that private 
plans are required to cover prescription drug 
costs. As a result of this increase in costs for 
employers, the Congressional Budget Office 
(CBO) estimates that one third of seniors in 
employer sponsored retiree plans will be 
dropped, leaving three million seniors who cur-
rently have employee based retiree coverage 
owing more for prescription drugs after this 
law is enacted. 

The ‘‘Insurance Company Protection Act’’ 
threatens our local pharmacies. With myriad 
medications, seniors rely on their local phar-
macists for advice and help in the manage-
ment of their prescriptions. This legislation 
does not allow any pharmacy to be applicable 
for the prescription drug program, breaking 
many long standing relationships between 
pharmacist and patient. 

Instead of shifting costs onto employers and 
seniors losing their coverage, the Democratic 
proposal offers a universal benefit with a $25 
a month premium, $100 a year deductible, 80 
percent of costs paid by Medicare, and a 
$2,000 out of pocket limit per beneficiary per 
year. It provides low income subsidies to en-
sure that every senior can afford to participate 
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in the Medicare Prescription Drug Plan. In ad-
dition, physicians would have received a true 
solution to the Medicare payment problems 
that threaten the program today. 

The Rules Committee had an opportunity to 
produce a bill that provides sufficient drug cov-
erage for our seniors by allowing a vote on the 
Democratic substitute. Instead, the House will 
vote on a plan set by industry, the ‘‘Insurance 
Company Protection Act,’’ that provides no en-
titlement under Medicare, an inadequate and 
ill defined benefit, and no equality for seniors 
in different parts of the country. Seniors can-
not even be assured that the drugs they are 
prescribed will be covered, or that they will be 
able to continue their trusted relationship with 
their pharmacist. With these provisions, it is 
not difficult to understand why every senior 
group opposes the bill before us. I urge my 
colleagues to vote against the Medicare Mod-
ernization and Prescription Drug Act. 

Mr. BROWN of Ohio. Mr. Speaker, I 
yield 1 minute to my friend, the gen-
tleman from Washington State (Mr. 
INSLEE). 

Mr. INSLEE. Mr. Speaker, why 
should the senior citizens of America 
have to settle with a big gamble about 
whether they are going to get prescrip-
tion drugs? Why should they have to 
gamble that maybe, maybe an insur-
ance company will show up when no in-
surance companies exist on the face of 
this planet today to provide this serv-
ice? 

When one thinks about this, the Re-
publican plan does not provide drugs. It 
provides a pair of dice to roll, and that 
is not good enough for senior citizens. 
Now, you do provide them a chance 
maybe some of them will get prescrip-
tion drugs, but this generation has 
taken enough chances. It took chances 
on Omaha Beach, it took chances on 
Iwo Jima, and it should not have to 
have a crapshoot to see whether or not 
they are going to be able to get pre-
scription drugs, and one would think 
after the abject failure of 
Medicare+Choice that you would not 
place your bets on a horse that has 
gone lame all over this country time 
and time again. 

Mr. Speaker, we ought to reject this 
pathetic excuse and pass a real mean-
ingful Medicare plan. 

Mr. BROWN of Ohio. Mr. Speaker, I 
yield 1 minute to the gentleman from 
Texas (Mr. TURNER). 

Mr. TURNER. Mr. Speaker, we have 
had a lot said on this floor tonight, but 
what really is going to count is what is 
said when we get out there talking to 
those seniors that we are trying to help 
here tonight. 

I traveled all over my district and 
collected pill bottles from those sen-
iors, and I know how they feel, and 
they are going to ask some tough ques-
tions of us. If this plan passes, they are 
going to want to know and they are 
going to hand me that list of medicines 
they have been prescribed by their doc-
tor and they are going to ask, are these 
medicines going to be covered under 
this plan? And if you give them an hon-
est answer, you are going to have to 
say, I do not know, because you do not 
know. 

They are going to say, how much is 
the premium going to be for this plan? 
If you give them an honest answer, you 
are going to say, I do not know. That is 
going to depend on what the insurance 
company that is going to carry this 
plan is going to charge you. 

Then they may look at you and say, 
well, can I get this plan at my local 
pharmacy? You know the answer to 
that one. The answer is no. You are 
going to have to get it through mail 
order. 

And if you look at them again and 
they say, this does not sound like too 
good a program, how do I know that 
this program is going to be there? The 
answer is you do not know because 
those Medicare HMOs have not been 
there for our seniors. 

So I think what we have got to do to-
night is be honest with our seniors and 
tell them we are passing a sham to-
night, a sham that means nothing to 
these seniors, and what we have got to 
do is pass a real plan, a real Medicare 
plan for our seniors. 

Mr. BROWN of Ohio. Mr. Speaker, I 
yield 11⁄2 minutes to the gentlewoman 
from New York (Mrs. LOWEY). 

Mrs. LOWEY. Mr. Speaker, I rise in 
strong opposition to this bill. The sky-
rocketing cost of prescription drugs is 
a bitter pill to swallow, and the Repub-
lican leadership’s refusal to let us con-
sider the Democratic proposal is sim-
ply bad medicine for America’s seniors. 

My colleagues, last year, I conducted 
a study which showed that seniors in 
Westchester County are paying from 57 
percent to 128 percent more than their 
counterparts in six foreign countries 
for the five drugs most commonly used 
by seniors in the United States. It also 
revealed that three medications fre-
quently prescribed to seniors increased 
in price by at least twice the rate of in-
flation. 

These statistics reveal to us over and 
over again the depth of the problem, 
which is growing worse by the day. 
Clearly, America’s seniors deserve 
more than a hope and a prayer when it 
comes to ensuring their health and 
well-being. 

The bill under consideration would, 
unfortunately, not guarantee benefits 
for seniors. Instead, it would pay sub-
sidies to insurance companies in the 
hopes that they will establish drug-
only insurance plans for Medicare 
beneficiaries. Under the Democratic 
plan, which we were not able to really 
debate this evening, Medicare would 
provide voluntary prescription drug 
coverage for all Medicare beneficiaries. 

It is simply unconscionable that the 
Republicans are denying us a vote on 
the Democratic bill because perhaps 
they feel their Members will join us in 
voting for a real prescription drug ben-
efit. 

I also note that congressional action 
on provider payment increase and pro-
tections for Medicare-Plus Choice is 
long overdue. 

Let us vote for a real plan. Let us 
have a real debate. Let us vote down 
this bill.

Mr. BROWN of Ohio. Mr. Speaker, I 
yield the balance of my time to the 
gentleman from Michigan (Mr. DIN-
GELL), who will explain why the Demo-
cratic plan is written for America’s 
seniors and the Republican plan is 
written by and for America’s drug com-
panies. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). The gentleman from 
Michigan (Mr. DINGELL) is recognized 
for 21⁄2 minutes. 

(Mr. DINGELL asked and was given 
permission to revise and extend his re-
marks.) 

Mr. DINGELL. Mr. Speaker, I am Mr. 
JOHN DINGELL. My dad was the original 
author of Medicare. He wrote it for and 
under Harry Truman’s guidance and 
tutelage. It was a great piece of legisla-
tion. It took us 10 years to get it en-
acted into law. I sat in the Chair when 
we passed it. The Republicans, after 
years of fighting it, finally came along 
and supported it because they saw the 
handwriting on the wall. 

I know Medicare, and this fraudulent 
proposal that is before the House is not 
Medicare. What it is is a subsidy for 
the insurance companies. We give a 
pile of money to the insurance compa-
nies that they can spend any way they 
want. 

The counsel of the committee was in-
quired of by me for about 20 minutes. 
He could not tell us of any constraints 
on the insurance companies or any 
rights of the insured that would be pro-
tected under this Republican legisla-
tion. 

That is why this is bad legislation. 
The insurance companies can take this 
money and spend it any doggone way 
they want, dividends, or they can give 
it in corporate executive salaries and 
bonuses. That is why it is a bad bill. 

The Democratic bill is a very simple 
bill. What it does is it says, you pay $25 
a month, you get 80 percent of your 
prescription pharmaceuticals paid for 
by the government, and you pay 20 per-
cent of the cost yourself. Very simple, 
very understandable, very plain. No 
great big donut hole, no disqualifica-
tions for having your expenditures 
counted, and you get your benefits all 
year round. Not like this sorry mess 
that my Republican colleagues would 
foist upon our senior citizens. 

This is a bad proposal. This is a bad 
process. This is a situation where we do 
not get an honest chance to either offer 
an amendment or see to it it is prop-
erly explained. 

But I would note one thing. Every 
honest senior citizen organization in 
the United States says this Republican 
bill is a bad bill, and AARP says it 
needs significant improvement before 
they can support it. 

We want to give the American senior 
citizens Social Security in good form, 
Medicare in proper form, and a Medi-
care benefit which will take care of 
their needs for prescription pharma-
ceuticals when they come. No longer 
should we have a situation where 
American senior citizens have to de-
cide whether they are going to pay 
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their rent or whether they are going to 
eat or whether they are going to get 
their prescription pharmaceuticals. 
That is wrong. 

Our bill corrects that. The Repub-
lican bill does not. Vote against their 
bill. Vote for the motion to recommit 
and my colleagues will serve their con-
stituents well, especially their seniors. 

Mr. Speaker, I include for the 
RECORD a letter written to the gen-
tleman from Louisiana (Mr. TAUZIN) 
from AARP, which was referred to ear-
lier.

AARP, 
June 18, 2002. 

Hon. W.J. TAUZIN, 
Chairman, Committee on Energy and Commerce, 

U.S. House of Representatives, Washington, 
DC. 

DEAR CHAIRMAN TAUZIN: Thank you for 
your initiative to move legislation through 
the House this year that will address the im-
portant need for prescription drug coverage 
in Medicare. As you know, AARP’s top pri-
ority is available and affordable prescription 
drug coverage for all Medicare beneficiaries. 

Our members, and virtually all older 
Americans, need this coverage now. They 
cannot wait any longer for protection 
against the increasing costs of prescription 
drugs. 

We are pleased that your bill makes the 
voluntary prescription drug benefit perma-
nent and maintains the entitlement nature 
of the Medicare program. 

The bill contains other favorable compo-
nents as well. For the approximately 50 per-
cent of beneficiaries who are estimated to 
have annual prescription drug costs of $2,000 
or less in 2005, the initial level of coinsur-
ance in the bill should be attractive. Like-
wise, the financial assistance for low-income 
beneficiaries with drug costs under $2,000 is 
vitally important. 

We also appreciate your efforts to contain 
drug costs because a Medicare drug benefit 
alone, without effective cost controls will be 
difficult to sustain as our growing popu-
lation of older Americans increases its drug 
utilization. While we want to ensure that 
cost containment mechanisms result in 
meaningful savings, it is critical that these 
mechanisms do not impede access to needed 
medications. 

More needs to be done to ensure that a 
final bill provides a benefit of value to our 
members and a program in which Medicare 
beneficiaries will enroll. As the process 
moves forward, the issues of funding ade-
quacy, structure, benefit viability, and other 
Medicare changes like the home health 
copay, need to be addressed. 

A voluntary drug benefit must attract 
broad enough participation to avoid the dan-
gers of risk selection. Our research show 
that beneficiaries assess the value of the 
benefit by adding up the premium, coinsur-
ance, and deductible to determine if it is a 
good buy. The existence of a large coverage 
gap is a strong disincentive to enrollment. 
More funds are needed to close this gap and 
protect the viability of the program. 

Unfortunately, a substantial amount of the 
already limited funds allocated for a pre-
scription drug benefit have been diverted to 
pay for provider reimbursement increases. 
We believe that providers should be paid fair-
ly for treating Medicare patients, but Medi-
care beneficiaries have waited long enough 
for relief from high prescription drug costs. 
Every dollar allocated to ‘‘givebacks’’ pack-
age means one dollar less for a Medicare 
drug benefit. We firmly believe that agree-
ment on an affordable Medicare prescription 
drug benefit should be reached before Con-

gress considers additional provider reim-
bursement increases. 

Our research also indicates that older 
Americans are looking for stability and de-
pendability in coverage. Therefore, it is im-
portant to ensure that private sector entities 
will be willing to offer coverage. 

AARP’s goal is enactment this year of an 
affordable Medicare drug benefit that is 
available to all beneficiaries. This bill re-
quires improvements before our members 
will provide their support. We want to work 
with you to assure adequate funding and re-
solve other issues as the process moves for-
ward and before any legislation is enacted 
into law. 

Sincerely, 
WILLIAM D. NOVELLI, 

Executive Director and CEO.

Mr. TAUZIN. Mr. Speaker, I yield 
myself the balance of my time. 

Mr. Speaker, this debate tonight 
should not be about politics. American 
seniors have heard all the politics they 
can stomach. And the AARP said it 
best in their letter. They said, ‘‘Our 
members, virtually all older Ameri-
cans, need this coverage now.’’ What 
coverage were they talking about? 
They were talking about the coverage 
in this bill. 

Here is a quote from the AARP, and 
I am sorry my colleagues are in such 
disagreement with the AARP, but here 
is their quote. ‘‘We are pleased that 
your bill makes the voluntary prescrip-
tion drug benefit permanent and main-
tains the entitlement nature of the 
Medicare program.’’ 

Now this is not also about who loves 
their mother or father the most or 
their grandparents the most or who is 
willing to step up to the plate and do 
what they can to make sure that 
American citizens in their senior years 
have prescription drug benefits. This is 
about whether or not we have a plan 
that works. We think it does, and the 
AARP agrees with us. 

Now let me make another point. We 
have heard a lot about the drug compa-
nies. I want to give my colleagues a 
Clinton administration statistic. The 
Clinton administration estimated that 
seniors without drug coverage pay 20 
percent more for their drugs than any-
body else in America with drug cov-
erage. This bill will give seniors drug 
coverage. It will reduce the cost of 
their drugs at the expense of the phar-
maceuticals. 

We had the courage in the Committee 
on Energy and Commerce to do some-
thing our friends on the other side 
would not do. We got rid of the floor 
that pharmaceuticals will not nego-
tiate below, and we forced the pharma-
ceuticals to spend $18 billion more, 
lowering the cost of drugs by elimi-
nating that floor. 

This is a great bill for Americans. 
This makes for a great savings on the 
drug bills of moms and dads and grand-
parents. We ought to vote for it to-
night.

Mr. HOYER. Mr. Speaker, This GOP drug 
bill is nothing but a candy-coated placebo that 
fails to cure the problems faces by million and 
millions of senior citizens who are struggling 
every single month to pay for life-saving pre-
scription drugs. 

The American people are just not going to 
swallow it. 

If the FDA approved a drug that was this 
untested and unreliable, there would be an 
outcry across this great Nation for immediate 
congressional investigations. 

Three words say it all: It won’t work. 
This ideological plan—which depends on 

private insurance drug only policies—even has 
insurers scratching their heads. 

As Bill Gradison, our former Republican col-
league in this House and the former head of 
the Health Insurance Association of America, 
recently said: ‘‘I’m very skeptical that ‘drug 
only’ private plans would work.’’

There’s no guarantee insurers will offer drug 
only policies. 

There’s no guaranteed monthly premium. 
There’s no defined benefit for seniors. There’s 
no guaranteed access to the drugs you need. 

The only guarantee in this bill is that it 
would provide inadequate coverage. 

Everyone of us knows that the Republican 
party really wants to privatize Medicare.

This bill is the first step. A few years ago, 
the majority leader even told the Chicago Trib-
une that he ‘‘deeply resents the fact that when 
I’m 65, I must enroll in Medicare.’’

In sharp contrast, Democrats want to create 
a plan under Medicare that’s affordable, guar-
anteed, universal, and voluntary. 

The only argument that our Republican 
friends can muster against the Democratic 
plan is cost. 

But these are the same folks who voted to 
give Enron $250 Million, who voted to give a 
handful of other corporations billions more, 
who voted to eliminate the estate tax on the 
wealthiest estates in the country. 

Vote against this shameless drug bill. 
Let’s adopt a plan that gives seniors the 

drugs they need and deserve.
Mr. UDALL of New Mexico. Mr. Speaker, I 

rise today in opposition to H.R. 4954, the 
Medicare Modernization and Prescription Drug 
Act. It’s a sad day for seniors all across this 
country and especially in my congressional 
district in New Mexico. It is sad because the 
Republican leadership has decided that the 
House will only consider their pharmaceutical 
company-backed Medicare prescription drug 
benefit program. 

The majority does not seem to care about 
making affordable prescription drugs available 
to all of our seniors. Instead, they only care 
about making political capital at the expense, 
literally, of our low income-seniors. For Con-
gress after Congress, Democrats have called 
for making affordable prescription drugs avail-
able to seniors. And now that the Republicans 
fear losing their majority, they have brought a 
bill forward that has been industry-bought and 
industry-paid for. 

The Democrat alternative that we have pro-
posed, and that the majority refuses to allow 
us to debate, has been bought and paid for by 
the American people, many who are seniors 
that have sent us here to represent their inter-
ests and not the interests of America’s phar-
maceutical companies. Our bill which has 
been endorsed by most senior advocacy 
groups would charge a $25 monthly premium 
and a $100 deductible and require co-pay-
ments of 20 percent up to $2,000. After that 
amount, the government would pay all costs. 
The Democratic plan has no gaps in coverage 
and low-income seniors are protected under 
our plan. The majority says it is too expensive. 
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Why? Because all the money was spent last 
year on the $1.3 trillion Bush tax cut for the 
wealthy few. 

The Republican proposal is a ridiculous 
sham that has been introduced to fool our 
senior citizens into believing that they will fi-
nally have a prescription drug plan under 
Medicare that works. Republican strategists 
believe that their passage of any drug bill will 
inoculate their candidates against criticism. 
Even the spokesman for House Republicans’ 
campaign committee has been quoted in the 
Washington Post as saying, ‘‘The fact that the 
House will have passed a prescription-drug bill 
will take away the Democrats’ ammunition, 
and will make Senate Democrats look worse 
for failing to pass it.’’

Ar you kidding me? This shouldn’t be about 
politics. It should be about policy. Prescription 
drugs are nothing more than a political game 
to the majority. Frankly, this is slap in the face 
to every American senior and not to mention 
insulting. 

My poor constituency in New Mexico cannot 
afford the outrageous prices of prescription 
drugs. Many of them drive hundreds of miles 
across the U.S./Mexico border to buy afford-
able prescription drugs. Many of them have to 
go without paying their bills in order to afford 
prescription drugs. Many of them have to 
forgo buying groceries, clothes, and other 
basic necessities to afford prescription drugs. 

We owe it to America’s seniors to do the 
right thing and propose a plan that offers a 
real prescription drug benefit. We owe it to 
America’s seniors to be able to debate a plan 
that offers real prescription drug benefits. We 
owe it to American’s seniors to debate our bill. 

Our seniors deserve a prescription drug 
plan that works with a defined benefit plan, 
guaranteed premium and access, and protec-
tion for low-income seniors. The democratic 
alternative is the real prescription drug plan 
and not hoax on low-income seniors. 

I urge my colleagues to vote ‘‘no’’ on H.R. 
4954. Send this back and give us a fair vote 
on a real prescription drug plan.

Mr. OWENS. Mr. Speaker, H.R. 4954, the 
Republican Pharmaceutical Industry Protection 
Act, is a cruel and unusual joke perpetrated 
against the senior citizens of America. The 
Republicans are preoccupied with the goal of 
the prescription drug manufacturers which is 
to maintain the highest possible prices and 
profits in America. Without operating at a loss 
in foreign markets, these drug companies sell 
their products at much lower prices. They sell 
at lower prices because foreign government 
negotiators refuse to pay exorbitant prices. In-
sults are added to injuries when Americans 
are forced to pay the highest prices for drugs 
which our Government often play a major role 
in research and development. A workable and 
simple plan offering the necessary benefits to 
seniors in need can be set in motion imme-
diately. First, lower the cost of prescription 
drugs by following the principles and proce-
dures set forth in my bill, H.R. 4772, the Phar-
maceutical Products Price Equity Act which I 
first introduced on September 25, 2000. This 
bill ensures that pharmaceutical companies 
cannot charge more the 6 percent above the 
average retail price of prescription drugs sold 
in the 5 most industrialized, free-market coun-
tries. This will ensure that pharmaceutical 
companies charge consumers within the U.S. 
prescription drug prices that are comparable to 
other nations. 

The second simple step is to follow the pro-
gram of implementation as stated in the 
Democratic Plan. No new HMO and insurance 
bureaucracy is necessary. Let the Prescription 
Drug Benefit Plan be an extension of the of 
the Medicare program. Instead of offering a 
cruel and unusual joke, this Congress should 
unite behind a plan which relieves the very 
desperate needs of many of our senior citi-
zens. 

Mr. FILNER. Mr. Speaker and colleagues, I 
rise today to protest the half-baked drug 
scheme that the GOP has jammed down Con-
gress’ throat. I find it a particular affront to our 
system of democracy that the Republicans 
blocked consideration of a plan that would 
easily cover all seniors. 

I join hundreds of my colleagues in oppos-
ing a GOP scheme that would force America’s 
seniors and future seniors to rely on private in-
surance companies or HMOs for prescription 
drug coverage. GOP supporters of the 
scheme received hundreds of thousands of 
dollars in campaign contributions from phar-
maceutical companies and HMOs. 

America’s seniors deserve affordable pre-
scription drug coverage. They should not have 
to make the preposterous choice between pre-
scription drugs and paying their rent. 

The Democratic bill—on which GOP leaders 
refused to allow a vote—would have guaran-
teed voluntary prescription coverage for all 
Medicare beneficiaries. Medicare is available 
to the vast majority of people over 65. It would 
have a $25 monthly premium and a deductible 
of $100 per year. After that, beneficiaries 
would be responsible for just 20 percent of 
drug costs, with Medicare covering the re-
maining 80 percent. All costs would be cov-
ered after a beneficiary spent $2,000 out-of-
pocket. 

The Republican bill guarantees no specific 
benefit and subsidizes insurance companies in 
the hope they will create private insurance 
plans. Many HMOs and private insurance 
would not want to offer coverage under the 
plan. Those that did would be able devise the 
coverage and set the premium. 

We should not be playing a shell game with 
something as important as our seniors’ health 
and well-being. The Republican bill leaves our 
seniors out in the cold.

Mr. DAVIS of Illinois. Mr. Speaker, I rise 
today to urge my colleagues to support a fair 
and equal prescription drug plan. 

Mr. Speaker, as you know, Adam Smith’s 
economic theory of competition over monopoly 
has worked for our country’s economy for 
nearly 200 years. While competition works for 
material items, it does not work for social serv-
ices and human needs such as health care 
and prescription drugs. If we allow private 
companies to set their own premiums and en-
courage competition among the prescription 
drug plan providers we will not cut costs, nor 
will we provide seniors with low premiums and 
co-pays. 

As we have seen from health insurance pro-
viders, the most affordable insurance plans 
offer the least amount of coverage, while the 
most comprehensive plans are the most ex-
pensive. This leaves a senior, on a tight 
monthly budget, with the option of enrolling in 
a low-cost plan, or no plan at all. Therefore, 
by voting for this legislation, and allowing 
these companies to set their own premiums 
and deductibles, we are not guaranteeing any-
thing to our seniors, and will be leaving the 
sickest ones, on the tightest budgets behind. 

The Democratic plan is simply stated. There 
will be a $25 premium, $100 deductible, and 
20 percent co-pay, and an out-of-pocket limit 
at $2,000. However, the Republican plan is 
extremely complicated. Different people will 
pay different co-pays depending on their total 
prescription drug costs. And let us not forget 
the gap in coverage for those who exceed 
$2,000 in total costs, but do not exceed their 
out-of-pocket cost of $3,800, all the while con-
tinuing to pay their high premiums of $35 per 
month. 

In order to maintain all these different co-
pays and to assure that competition is avail-
able, this bill would create a new agency 
called the Medicare Benefits Administration. 
This would only create more bureaucracy and 
red tape that is currently driving up the cost of 
health care in America. Almost 25 percent of 
the cost of health care is to cover the adminis-
trative overhead. We cannot add to this cur-
rent horrible problem. 

Not only is the Republican plan more con-
fusing, but it will cost our seniors more. Let us 
look at two examples. The first is of individuals 
with $100 per month in prescription drug 
costs. Under the Republican plan they would 
pay $892 a year, but under the Democratic 
plan they would pay only $620 a year. How 
about those that have $300 per month in pre-
scription drug costs? Under the Republican 
plan they would pay $2,892 a year, but under 
the Democratic plan they would only have to 
pay $1,100; that is a difference of $1,796 a 
year. 

Mr. Speaker, let me close by saying that the 
issue of adding prescription drug coverage for 
Medicare recipients is long over due. But H.R. 
4954 is not the answer.

Mr. RAMSTAD. Mr. Speaker, I rise today in 
strong support of H.R. 4954, the Medicare 
Modernization and Prescription Drug Act of 
2002. 

This is truly a monumental day for millions 
of seniors in America. Congress is finally ad-
dressing our greatest generation’s need for a 
prescription drug benefit under Medicare. 

Prescription drug coverage is one of the 
most critical issues facing our Nation. This 
issue has moral, medical, and economic impli-
cations for every single American. 

Under this bill, seniors will no longer have to 
become insolvent just to pay for the prescrip-
tion drugs they need. We are rescuing seniors 
from the terrible dilemma of paying for food or 
life-saving medicines. 

The problem is that when the majority of 
people need prescription drugs most, in the 
later years of life, the largest insurer of the el-
derly does not provide prescription drug cov-
erage. As a result, many seniors go without 
the drugs they need, dilute their prescriptions 
or forego other basic necessities to purchase 
vital prescription drugs. This is wrong, Mr. 
Speaker. 

H.R. 4954 not only provides affordable pre-
scription drug coverage, but also strengthens 
the Medicare system to ensure that doctors 
are available to treat Medicare patients and 
hospitals can keep their doors open to Medi-
care beneficiaries. 

Mr. Speaker, our seniors need and deserve 
a Medicare system that reflects the advances 
in medicine that have occurred in the past 37 
years since Medicare began in 1965. They 
also deserve prescription drug coverage under 
Medicare. 

The Medicare Modernization and Prescrip-
tion Drug Act provides a prescription drug 
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benefit to all seniors and reforms irrational 
payments to doctors, hospitals, and nursing 
homes. The bill also strengthens the long-term 
financial condition of the Medicare program. 

All Medicare beneficiaries are eligible for 
this prescription drug coverage, and seniors 
will save nearly 30 percent, according to the 
Congressional Budget Office. 

Mr. Speaker, I urge my colleagues to pass 
this critical legislation because the seniors of 
America deserve a prescription drug benefit 
and a modernized Medicare system. 

Ms. HARMAN. Mr. Speaker, tonight we are 
engaged in a partisan debate on what should 
be a bipartisan issue. 

Reforming Medicare to ensure access to 
prescription drugs is one of the most important 
things we could do this year. Seniors have 
been promised this benefit by both parties dur-
ing the past two Congresses. 

Rather than engage in constructive debate, 
the Republican leadership has introduced a 
bill that does not get the job done under a rule 
for debate designed to prevent the consider-
ation of any alternatives. 

I intend to vote against the Republican bill 
because it fails to provide genuine, reliable 
drug coverage for seniors. 

The Republican bill is confusing and un-
workable. It requires seniors pay different 
amount in co-payments depending on how 
much they spend on prescription drugs over-
all. In fact, its benefits are likely so meager 
that only the sickest seniors would want to en-
roll—a recipe for bankruptcy of the system. 

The Republican bill does not ensure dis-
counts on all the drugs seniors need. Not only 
does it offer no guarantee that private plans 
will cover all the prescriptions seniors need, 
but because of high cost-sharing and pre-
miums, it will cover only 20 percent of the av-
erage senior’s drug costs in a year. 

The Republican bill has a large gap in cov-
erage. It offers seniors no assistance on drug 
costs between $2,000 and $3,700. That 
means that nearly half of all seniors will re-
ceive no coverage of their prescriptions for 
part of the year, even though they continue to 
pay premiums. 

A Medicare prescription drug benefit must 
be affordable for both senior citizens and the 
federal government. A plan with high pre-
miums and deductibles—or large gaps in cov-
erage—won’t help the seniors who need it 
most. 

I believe that a Medicare drug benefit 
should achieve the following goals, and I am 
eager to work with my colleagues to achieve 
them: 

(1) Help those who need it most first. We 
need to provide genuine and immediate as-
sistance to low-income seniors and seniors 
who do not currently have drug coverage. 

(2) Provide relief from the high and esca-
lating cost of prescription drugs. Prescription 
drugs cost more in the United States than in 
any other nation in the world. Medicare should 
have the ability to negotiate lower prices for 
senior citizens as part of a drug benefit. 

(3) Encourage new disease management 
techniques and innovation in the delivery of 
care. Medicare needs to catch up with the pri-
vate sector in focusing on preventive care and 
the treatment of chronic conditions. Improving 
Medicare’s coverage on these fronts will im-
prove seniors’ lives—and reduce their health 
care costs as well. 

I hope we will be able to work in a bipar-
tisan manner in the coming months to keep 

our promises to seniors and enact a fiscally 
responsible, meaningful law to include pre-
scription drugs under Medicare.

Mr. WATTS of Oklahoma. Mr. Speaker, this 
House stepped up to the plate in March and 
set aside three hundred and fifty billion dollars 
in our budget for prescription drug coverage. 
What was in the Democrat budget proposal for 
senior citizens? Well, nothing. They didn’t 
bother to offer a budget. 

But the absence of action did not prevent 
the other party from criticism and condemna-
tion. It’s always easy to yell and scream when 
you have nothing to offer. 

The plan before the House today is one that 
will lower the cost of prescription drugs and 
help seniors get the life-saving medicine they 
need. It is practical, realistic, and supported by 
the President. 

The Medicare Modernization and Prescrip-
tion Drug Act of 2002 is the right remedy for 
a national problem. In fact, the Department of 
Health and Human Services recently released 
a report that stated: ‘‘The House Republican 
plan would provide real relief for seniors and 
disabled Americans: those who now pay full 
retail prices would typically see the costs of 
each prescription cut by 60 to 85 percent, and 
their overall out-of-pocket drug costs would fall 
by as much as 70 percent—in exchange for a 
stable and affordable premium starting at 
thirty-four dollars per month.’’

The Democrat plan is a prescription for 
higher drug costs, enriching drug companies 
and fiscal disaster. It is an election year gim-
mick that will cost over eight hundred billion 
dollars over ten years and lead to higher drug 
prices and government price controls. 

The Republican plan lowers drug costs, 
guarantees coverage and gives seniors 
choices. Seniors would be able to pick the 
plan of their choice—because one size does 
not fit all. Competition will drive down costs. 

Mr. Speaker, no senior should have to de-
cide between buying food and buying medi-
cine. I urge my colleagues to support this leg-
islation to give seniors the life-saving drugs 
they need and the peace of mind they de-
serve.

Mr. BLUMENAUER. Mr. Speaker, the pat-
tern denying opportunity for full debate and 
reasonable alternatives continues as we deal 
with prescription drug benefits for our Nation’s 
seniors. The House will not be permitted to 
vote on the Democratic prescription alter-
native. Instead, we will only be allowed to con-
sider the Republican bill, which does not pro-
vide a guaranteed drug benefit, instead offer-
ing only an HMO-style managed-drugs plan 
for some. Medicare was created in 1965 be-
cause most elderly people could not afford to 
buy expensive health insurance on the private 
market. Most still cannot, and we as a Con-
gress should not in fairness impose this 
flawed plan on seniors. 

Especially important to Oregon seniors are 
the regional inequities that already exist in 
Medicare, and that the Republican bill would 
allow to grow. Medicare already punishes Or-
egon for its size and efficiency with a Medi-
care reimbursement rate that is 66 percent of 
the national average rate per enrollee. As a 
result, Oregon seniors lose more than 3⁄4 of a 
billion dollars every year. That represents ap-
proximately $1,660 per enrollee that ought to 
be going to medical care and services. We 
cannot tell how much we will lose under the 
bill before us today. 

Their bill allows many different insurance 
companies to deal with seniors differently from 
city to city, and state to state. A senior in Or-
egon might pay significantly more than some-
one in Louisiana for the same, or even a re-
duced benefit. All seniors paid their taxes, and 
they all deserve an equal benefit. Rural areas 
and western states have had enough of this 
regional healthcare discrimination! 

Choice is illusory in the Republican bill be-
cause the plans they propose do not exist and 
there is no assurance that insurance compa-
nies will ever offer these plans. 

The Democratic bill, by comparison, is sim-
ple and fair. All beneficiaries will receive the 
same benefits, the same low $25 a month pre-
miums, a lower $2,000 out-of-pocket limit, with 
any pharmacy they choose—wherever they 
live. 

Furthermore, the Democratic alternative al-
lows the Secretary to use collective pur-
chasing powers on behalf of 40 million bene-
ficiaries to negotiate lower prices, as he did 
getting Cipro, the antibiotic used for Anthrax, 
in the Fall of 2001. The Republican bill has no 
such provision. I support the plan that helps 
seniors, Medicare contractors, and is fair to 
the taxpayers.

Mr. STRICKLAND. Mr. Speaker, the Repub-
lican prescription drug bill is a sham, and the 
unfair rule that brings it to the floor exposed 
this partisan and shameful process for what it 
is—a political masquerade designed to con-
vince Americans that we have answered the 
plea to add a prescription drug benefit to 
Medicare. Make no mistake, we fall far short 
of that goal today. I am appalled that the Re-
publican leadership is not willing to allow the 
American people the decency of comparing 
the bill before us to a substitute that would 
provide a real drug benefit for Medicare bene-
ficiaries. This limited debate available to us 
speaks volumes about the quality of the pro-
posal before us today and its lack of a mean-
ingful prescription drug benefit for the seniors. 

The Republican sham prescription drug plan 
would not provide a guaranteed adequate pre-
scription drug benefit for seniors. The cov-
erage outlined in the bill isn’t the kind of cov-
erage most Americans think of when the need 
for prescription drug coverage for seniors. 
Coverage if 80/20 only through the first 
$1,000, when coverage drops to 50/50. And 
then there is a huge gap in coverage between 
$2,000, when the initial benefits run out, and 
$3,700, when catastrophic coverage finally be-
gins. A beneficiary will receive zero benefits 
between $2,000 and $3,800 in spending, even 
though she will continue to pay the $35 
monthly premium. 

Perhaps even worse, the bill take the first 
step toward privitizing Medicare by contracting 
this new drug benefit out to private insurance 
plans. In so doing, premiums, deductibles, and 
copayments will vary across the country—so a 
senior who lives in Florida will likely pay a dif-
ferent premium than one of my constituents in 
Ohio. In addition, coverage under the bill we 
are considering today will be unstable be-
cause plans will be able to pull out from an 
area when they decide it doesn’t fit their busi-
ness plan. Where, then do our seniors turn for 
prescription drug coverage? The experience of 
Medicare+Choice illustrates this concern: 
there were Medicare+Choice HMOs in my dis-
trict, but every single one left. Thankfully, 
those seniors who did switch to an M+C plan 
had traditional Medicare to fall back on. This 
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won’t be the case for prescription drugs if we 
pass the Republican drug plan. Instead, sen-
iors will be left without any drug plan at all if 
and when the private insurers leave the area. 

The Democrats’ prescription drug plan 
would provide quality, guaranteed help for 
seniors. Unlike the Republican plan, the 
Democrats’ proposal would create a prescrip-
tion drug benefit that is part of Medicare, thus 
avoiding instability or variation in premiums 
that occur depending on where the beneficiary 
happens to live. In addition, the Democrats’ 
plan provides much more help for seniors: 
there is no gap in coverage, catastrophic cov-
erage would begin at $2,000 rather than 
3,800, and the monthly premium would be 
$25. The unfair rule under which we debate 
this incredibly important issue means that 
Americans won’t get to hear this comparison 
in detail or see how it fares in a vote. This is 
exactly what the Republicans want because 
they know their proposal can’t compete with 
the Democrats’ concrete plan, which has been 
endorsed by a litany of groups, including the 
Alliance of Retired Persons, the AARP, the 
AFL–CIO, AFSCME, The American Federation 
of Teachers, the Center for Medicare Advo-
cacy, Families USA, the National Committee 
to Preserve Social Security, and Medicare, the 
National Council on the Aging, the National 
Partnership for Women and Families, and the 
National Senior Citizens Law Center. 

Some of my colleagues will contend that the 
difference between our plan and theirs is the 
cost. They will say that the Democrats’ are fis-
cally irresponsible and that our plan breaks 
the bank. On this point, I stand firm. It is a fact 
that this Congress has chosen to give huge 
tax breaks to the wealthy. The President told 
us we could do both: he said we could enact 
nearly $2 trillion in tax cuts as well as a pre-
scription drug benefit for America’s seniors. 
But Congress chose to pass tax cuts for the 
wealthy, and we have chosen not to enact a 
real prescription drug benefit for seniors. If the 
choice is between enacting a real prescription 
drug benefit and giving tax breaks to the 
wealthy and corporations, then I am proud to 
choose to stand on the side of America’s sen-
iors. 

The rule also means that I won’t be able to 
vote for a bill including many commendable 
provisions that have clear bipartisan support. 
This year, doctors were hit with a 5.4 percent 
cut in their Medicare reimbursement, hospitals 
are struggling with decreases in Medicaid dis-
proportionate share hospital (DSH) funding 
and shortages in other payments, home health 
agencies are facing a 15 percent cut in reim-
bursement, and most Medicare providers are 
struggling with an increasingly difficult regu-
latory burden. 

Doctors and hospitals in my district provide 
invaluable care to Medicare and Medicaid re-
cipients, and I hope they know that I support 
fixing all of these problems. I hope they do not 
interpret my no vote on this bill as a vote 
against the compromises that have been 
reached to address these problems. I recog-
nize that our failure to fix these could seriously 
threaten the quality of care seniors and the 
disabled receive, and I cannot overstate my 
determination to continue working with my col-
leagues on both sides of the aisle to enact 
these important solutions. We have, in some 
cases, already done this. For example, last 
year, the House passed a Medicare regulatory 
reform package that is now also included in 

this bill. And even though I support a perma-
nent fix to the formula used to calculate the 
physician update in Medicare, I have worked 
with my colleagues to reach a temporary com-
promise that is included in this bill. I support 
these and other provisions that will go a long 
way to ensuring providers have the resources 
they need to continue to offer quality care for 
seniors. Therefore, it is with regret that I can-
not support the bill that includes many of 
these solutions, and I will continue to work for 
their enactment this year. 

I would like for all Americans to understand 
that the rule bringing this bill to the floor today 
undermines their ability to hear a full and open 
debate about developing a prescription drug 
plan for our seniors. It is shameful that politics 
is getting in the way of a healthy debate on 
the addition of a prescription drug benefit to 
Medicare. And it is also shameful that politics 
is interfering in the needed changes in Medi-
care reimbursements that will ensure bene-
ficiaries continue to receive quality care. This 
is no way to develop thoughtful, reasonable, 
balanced legislation that will best serve the 
nation. Our seniors deserve much better.

Mr. WICKER. Mr. Speaker, I rise in support 
of this comprehensive package which will pro-
vide needed improvements to the Medicare 
system. Much of the debate on this legislation 
has centered on the need to add a prescrip-
tion drug component to Medicare. I agree with 
this goal, and I support the responsible pro-
posal put forth by the Ways and Means and 
Commerce Committees. The practice of medi-
cine has significantly changed since the Medi-
care program was created in the 1960s, and 
the role of prescription drugs has dramatically 
increased. It is time we reform the Medicare 
program to reflect changing times. 

However, I want to focus on other, very im-
portant parts of this legislation related to reim-
bursements for providers, especially those in 
rural America. This legislation provides a life-
line for rural America. 

In my conversations with doctors, hospital 
administrators, and community leaders 
throughout Mississippi, a common concern is 
the decreasing ability to provide access to 
quality care in rural areas. The jobs of rural 
health care professionals are made harder by 
inequities in Medicare reimbursement rates 
between rural and urban areas. This bill goes 
a long way in correcting this problem by in-
creasing the standardized amount for hospital 
reimbursement in small cities and rural areas 
to the level of urban areas in a two step proc-
ess over the next 2 fiscal years. This is in ad-
dition to an increase in the market basket ad-
justment that all hospitals—urban, suburban, 
and rural—will receive. 

The level of the standardized amount is es-
pecially important because this is the base 
with which Medicare starts when establishing 
reimbursement rates for specific services. 
Equalizing the standardized amount reduces 
the difference in payments caused by other 
parts of the Medicare reimbursement formula. 
But by putting urban and rural hospitals on the 
same footing at the beginning of the reim-
bursement formula, rural hospitals will benefit 
for years to come as changes are made to 
any part of the reimbursement system. This 
major improvement for rural hospitals will be 
fully implemented in just 2 years. 

Other aspects of this bill provide additional 
benefits for home health agencies and critical 
access hospitals in rural America. The threat 

of a 15 percent reduction for home health 
services has been eased in recent years as 
Congress has continually delayed the planned 
reduction. This bill will eliminate the threat by 
permanently repealing the 15 percent cut, al-
lowing home health agencies to adequately 
prepare their financial future. Critical access 
hospitals are increasingly an attractive option 
for rural communities that would otherwise be 
without health care service. By improving the 
rules and regulations for critical access hos-
pitals, this legislation provides more flexibility 
in operations and in attracting physicians to 
medically underserved areas. 

I am also pleased this legislation includes a 
three site hospice pilot project which is based 
upon H.R. 3270, a bill which I introduced in an 
effort to improve options for hospice care in 
rural areas. I believe the current 80 percent 
out-patient requirement makes it economically 
difficult to provide inpatient hospice care in 
rural areas because of smaller patient popu-
lations. It is my hope that this pilot project will 
validate the worth of our proposal and lead to 
an expansion of this specialized care to rural 
areas across the Nation. 

Mr. Speaker, this is a good bill which will 
improve access to quality health care, be it for 
prescription drugs, or care in a hospital, home 
health agency, or hospice. I urge support for 
this legislation.

Mr. SIMMONS. Mr. Speaker, in my 18 
months in Congress, through the many town 
hall meetings, letters, e-mails and phone calls, 
I consistently hear the same concern from 
people of eastern Connecticut—the rising cost 
of prescription drugs. 

We all heard about seniors who have cut 
their medication in half because they can’t af-
ford to take their entire prescription or a senior 
who has to choose between buying food and 
buying their medication. We see seniors who 
are confronted with this choice at super-
markets everyday. We need to lower the cost 
of prescription drugs for our seniors now. 

This concern is not perceived, but very real. 
The non-partisan Congressional Budget Office 
estimated that in 1999, nearly 90 percent of 
Medicare beneficiaries filled at least one pre-
scription. In 2001, the average Medicare bene-
ficiary pay $1,756 on prescription drugs annu-
ally, filling approximately 22 prescriptions in 
that year. 

Next month, Medicare will turn 37 years old. 
The delivery of health care today is very dif-
ferent from the system of our parents and 
grandparents and very different from the way 
we cared for our seniors back in 1965. 

I believe Medicare needs to be improved to 
better reflect these changes and strengthened 
for the future. If Medicare were being de-
signed today, it would include a prescription 
drug benefit. Because of the remarkable ad-
vances made in prescription drugs, seniors 
are living longer, with a better quality of life. 
Unfortunately, the promise of prescription 
drugs is very hollow for those who cannot af-
ford them. 

Twenty-six states—including Connecticut—
have already enacted some form of prescrip-
tion drug assistance program and they are to 
be prescription drug assistance program and 
they are to be commended. I have long felt 
that the Federal Government should partner 
with states to help provide prescription drug 
relief to seniors, particularly to low-income 
seniors who have the greatest need. 

Earlier this year, in an effort to provide im-
mediate relief for Connecticut’s seniors who 
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were feeling the financial pinch over paying for 
their medicine, I introduced ‘‘Immediate Help-
ing Hand’’ legislation, which provides more 
than $48 billion to states to give those who 
can’t afford prescription drugs a ‘‘helping 
hand.’’

My bill would provide Connecticut’s 
ConnPACE program with more than $91 mil-
lion per year and expand prescription drug 
coverage to thousands of seniors. My plan 
was a solid first step—a bridge to provide sen-
iors with immediate assistance until Congress 
passed a more comprehensive prescription 
drug benefit through Medicare. 

But as of tonight, only 51 or so legislative 
days remain until Congress adjourns. I’ve 
come to realize with the short window of time 
left, its time to roll up our sleeves and work to-
gether on this issue. If Congress really wants 
to give seniors a prescription drug benefit, 
then we would need to do it now. 

The Ways and Means and the Energy and 
Commerce Committees have introduced a 
plan to provide a prescription drug benefit 
under Medicare that is voluntary and afford-
able and guarantees prescription drug cov-
erage for all seniors. Our plan gives seniors 
immediate relief from the rising costs of pre-
scription medications by providing a 30 per-
cent discount off the top of their overall drug 
bill. While seniors would pay a $35 monthly 
premium and A $250 annual deductible, our 
bill provides 80 percent coverage for drug bills 
between $251 and $1,000 of out of pocket 
drug expenses and 50 percent coverage for 
the next $1,000. Finally, our plan provides 100 
percent catastrophic coverage for out of pock-
et drug expenses over $4,500 a year, ensur-
ing that no senior will be forced into bank-
ruptcy because of their prescription medication 
bill during a long-term, serious illness. 

Our plan will lower the cost of prescription 
drugs now by providing a discount so that 
seniors can better afford their medications. 
Our plan will guarantee all senior citizens pre-
scription drug coverage and provide additional 
assistance to low-income seniors. Our plan 
will improve Medicare with more choices and 
more savings and will strengthen Medicare for 
the future. Our plan is a reasonable solution 
that provides seniors with upfront savings on 
the high costs of drugs now as well as guar-
antee them a drug benefit under Medicare that 
doesn’t sunset and can’t be taken away. 

Our seniors have worked hard to save for 
their ‘‘Golden Years.’’ Yet the cost of prescrip-
tion drugs is depleting their savings and jeop-
ardizing their retirement security. Under our 
plan, seniors will be protected from run-away 
drug costs. 

Our plan is also of particular importance to 
women. Women have a higher life expectancy 
than men; yet often have lower incomes in 
their retirement and face additional costs after 
their husbands pass on. 

Speaker HASTERT asked me to participate in 
a special Prescription Drug Action Team and 
I thank him for this opportunity. In this role, I 
have tried to advance the cause of providing 
a prescription drug benefit under Medicare by 
meeting with the President and members of 
his cabinet; hold outreach meetings with 
groups such as senior citizen advocates and 
representatives of pharmacies and drug com-
panies; attend listening sessions at local sen-
ior centers, such as Rose City Senior Center 
in Norwich and the Colchester Seniors Center, 
and pharmacies; and participate in bipartisan 

discussions with other Members of Congress 
to find lawmakers with the same goals who 
will work with me to produce a plan that will 
help provide real relief to seniors in Con-
necticut as well as the rest of the country. 

Our seniors should not be forced to scrimp 
on food and shelter just to be able to afford 
their medicine. Older Americans deserve more 
savings and more choice when they fill their 
prescriptions, and I hope Democrats and Re-
publicans will join together now to see that 
they receive meaningful prescription drug cov-
erage. 

To delay is to deny. Lets get a prescription 
drug benefit signed into law now.

Ms. JACKSON-LEE of Texas. Mr. Speaker, 
I rise today to speak out against H.R. 4954, 
what should have been called the Republican 
Insurance Protection Act. 

When medical students become doctors, 
they take an oath written by Hippocrates, a 
great Greek philosopher and naturalist, in the 
year 400 BC. The underlying spirit of the Hip-
pocratic Oath, is that when someone needs 
your help, when they trust you to do the right 
thing to improve their health, the number one 
priority is to do not harm. 

As we design a system to get the much-
needed medications to our Nation’s seniors 
and disabled citizens on Medicare, we must 
keep the spirit of the Hippocratic oath in mind. 
These folks need our help, we have promised 
them that we would help them get the health 
care they need, and they trust us to keep that 
promise. 

The Republican plan to privatize and com-
promise Medicare would be a step in the 
wrong direction. It is a gift to insurance com-
panies and the pharmaceuticals industry, but 
does nothing for most of our seniors. If it 
passes, Hippocrates will probably be turning 
over in his grave. 

Let’s look at some numbers: 
Let’s consider one senior, she could be your 

mother or grandmother. She could be on a 
fixed income, and her doctor has decided she 
needs $500 per month in prescription medica-
tions to live comfortably. Not only is she car-
rying a huge financial burden, but she is sick, 
and from talking to our constituents at home, 
we all know the frustration and even depres-
sion that can accompany long-term illness. 

She is a member of the greatest generation, 
as they have been called, that generation that 
worked hard to give us the unprecedented 
prosperity and security we all have enjoyed 
over the past decades, and now she needs 
our help. 

And what does the Insurance Protection Act 
offer her?

As the year starts, so do her bills. Her out 
of pocket costs rise rapidly throughout the 
year—$1,000, $2,000, $3,000, about $4,000, 
because even if she hits the catastrophic limit, 
she is still paying premiums that add to her 
burden. 

And what about her benefits? They are al-
most non-existent for most of the year. She 
gets a little help at first, but it falls off rapidly. 
Then, for a big chunk of the year—she gets 
nothing, as she falls into the Republican gap. 

Finally, when she hits catastrophe, her bills 
get covered. But, most seniors don’t ever get 
there—they just end up stuck in the Repub-
lican gap. 

These numbers are the best we could cal-
culate last week with the vague plan that we 
had been presented with. These numbers look 

bad, but they may be even worse. H.R. 4954 
does not guarantee even this low level of ben-
efit. It only offers subsidies to private insur-
ance companies in hopes that they might take 
care of our seniors even though we don’t. As-
sociations of insurance companies have al-
ready gone on record stating they probably 
will not offer the drug-only plans necessary for 
the Republican plan to function. 

The Republican plan puts this sick senior on 
a roller coaster. Her premiums are not guaran-
teed. Her deductible is high. She is not as-
sured that she will be able to buy the drugs 
her doctor prescribes at the pharmacy she 
trusts. She gets nothing for a big part of the 
year, even though she keeps paying her pre-
miums. 

She gets all of the paperwork and premiums 
of a big government program—with none of 
the benefits. This is a gimmick. It is a step in 
the wrong direction, and it violates the prin-
ciple of do no harm. 

We do not have to take this step backward 
because, there is a choice. The Democratic al-
ternative provides a continuous stream of aid 
to all of those who need it. It offers low pre-
miums and guaranteed benefits. Yes it costs 
more, but it could actually be a bargain. Unlike 
the Republican plan which does nothing for 
the vast majority of seniors, the Democratic 
plan helps all seniors. By harnessing the bar-
gaining power of those 40 million seniors, the 
Democratic plan will drive down the cost of 
prescription drugs. Also, new medications, es-
pecially preventive medications can save us 
money in the long run. By keeping people out 
of hospitals and emergency rooms and off of 
the surgeon’s table, a good prescription drug 
bill could actually start saving us money. 

But most importantly, it is what our seniors 
deserve. I urge my colleagues to wait for a 
better alternative, and vote ‘‘no’’ today on H.R. 
4539, the Insurance Protection Plan.

Mr. SERRANO. Mr. Speaker, I rise in oppo-
sition to the bill before us and in strong sup-
port of the Democratic alternative, of which I 
am an original cosponsor. 

The Republicans know that the American 
people demand prescription drug coverage for 
seniors. But instead of passing a bill to help 
our seniors, they’ve chosen to give $350 bil-
lion to insurance companies, trusting them to 
do what’s right for seniors. 

This bill is a cruel joke. Republicans broke 
their word—they promised to help seniors and 
the disabled with a real Medicare prescription 
drug benefit, and instead passed a pathetic 
gimmick that will leave seniors holding the 
bag. This bill isn’t a Medicare benefit plan for 
seniors, it’s a Republican benefit plan for cor-
porations. 

I am an original cosponsor of a alternative 
bill that would provide real coverage for our 
seniors through Medicare. The Democratic 
plan fulfills our responsibility to provide for 
those who made this country what it is today. 
No senior should be forced into poverty to pay 
for life-saving drugs—and no senior living in 
poverty should be denied necessary medica-
tions. 

Our plan would not only provide a meaning-
ful prescription drug benefit, it would allow 
seniors and individuals with disabilities to go 
on making the choices that matter. The Re-
publican bill would take choices away, offering 
coverage through private plans that may not 
allow seniors to choose their pharmacy, or 
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their doctor. The only choice left for many sen-
iors would be between purchasing food and 
purchasing drugs. 

The Democratic plan is so good, in fact, that 
Republicans would not even let it come to a 
vote. They did not want to admit that their tril-
lion dollar tax cuts for the super-rich don’t 
leave enough money for a real benefit for sen-
iors. But the American people are not so eas-
ily fooled. They know that Republicans put the 
interests of the rich ahead of the interests of 
seniors. 

Our plan would help all Americans. It would 
bring down the skyrocketing price of prescrip-
tion drugs, so that giant pharmaceutical com-
panies can’t inflate their profits at public ex-
pense. Medicare contractors would obtain 
guaranteed reductions in price, and the Sec-
retary of Health and Human Services would 
be able to fight back against price gouging, 
using the collective bargaining power of Medi-
care’s 40-million beneficiaries. It would stop 
patent abuses, bringing down drug prices for 
all Americans. The Secretary would also be 
able to encourage the use of generic drugs, 
set lower coinsurance for preferred drugs, en-
hance disease management, and strengthen 
beneficiary and provider education. The Re-
publican plan would do nothing to reduce the 
price of prescription drugs. Tax dollars would 
be used to pay the same inflated prices that 
seniors pay today. 

I urge my colleagues to make good on their 
promises, to defeat H.R. 4954, and to pass 
meaningful prescription drug coverage in 
Medicare for seniors and the disabled.

Mr. HINOJOSA. Mr. Speaker, I rise today in 
opposition to the Republican prescription drug 
bill. For years, our seniors have been begging 
for help to obtain affordable prescription drugs. 
The bill before us today gives relief to the 
large drug companies, not our vulnerable sen-
iors. 

It forces Medicare patients into multiple pri-
vate drug plans, undercuts seniors’ collective 
purchasing power, and enables the drug in-
dustry to maintain its unjustifiably high prices. 

By contrast, the Democratic plan would pro-
vide voluntary prescription drug coverage for 
all Medicare beneficiaries. The plan curbs 
drug costs by allowing the Secretary to use 
the collective bargaining power of Medicare’s 
40 million beneficiaries to negotiate lower drug 
prices. 

But we will not have the opportunity to vote 
on this sensible plan that is supported by the 
majority of Americans because the Republican 
leadership is afraid it would pass. 

I urge my colleagues to oppose the sham 
Republican proposal and say no to the big 
drug companies. I yield back the balance of 
my time.

Mr. WEXLER. Mr. Speaker, prescription 
drug coverage has long been a top priority for 
a majority of Americans, and as a result, both 
George Bush and Al Gore pledged during the 
2000 Presidential campaign to provide seniors 
with a comprehensive prescription drug plan 
and finally put an end to the prescription drug 
crisis in America. The House Republican lead-
ership avoided this issue for as long as they 
could, but the day of reckoning arrived, and 
when it was time for both sides to ante up, the 
Republicans offered nothing but a sham. Now 
here we are, preparing to vote on what the 
Republicans say is a plan that will help sen-
iors pay for prescription drugs. But before we 
do, I want all my colleagues to know what is 
really on the table. 

Quite simply, the Republican prescription 
drug plan is a disgrace; it is nothing more than 
a half-hearted attempt to deliver on an empty 
promise and provide themselves with election 
year cover. This will not bring the rising costs 
of prescription drugs down, it has significant 
gaps in coverage, and where it does provide 
coverage, it relies completely on unreliable 
HMOs and insurance companies to provide it. 
The Republican plan will get us nowhere and 
will leave too many seniors with nothing at all. 
As we look at the Republican proposal, it is 
clear that while the needs of so many are 
being neglected, the wants of an influential 
few are being met. 

The Democratic prescription drug bill we 
have offered will provide real, meaningful, af-
fordable, prescription drug coverage under 
Medicare. It will allocate $800 billion to ensure 
that all seniors can afford coverage. There will 
be no gaps in coverage, and nobody will be 
force to join an HMO. But regrettably, we can’t 
even debate this bill today. While that is a 
shame in and of itself, the real tragedy is that 
we must choose between a horrible bill or no 
bill at all. But maybe that is what Repub-
licans—who have been raking in campaign 
contributions from the insurance industry and 
the pharmaceutical companies who are the 
only true beneficiaries of the Republican bill—
wanted all along. 

The bill that I am sponsoring will be afford-
able for all seniors, will cover any prescription 
regardless of the brand, and not just cover 
those on the insurance companies’ 
formularies. Our prescription drug plan will 
provide seniors substantial savings by using 
the government’s bargaining power to obtain 
the best prices for Medicare, as currently done 
for Medicaid and the Veterans Administration. 
The Republican plan, in contrast, relies on the 
insurance industry and HMOs to provide the 
already scant coverage that it offers. The Re-
publicans have disguised their shallow attempt 
to pay back the pharmaceutical companies 
and insurance industry for millions in cam-
paign contributions under the title of Medicare 
Modernization. The real name for this bill 
should be the Insurance and Pharmaceutical 
Industry Payback Act. 

The criticism that has been offered by Re-
publicans regarding the Democratic bill is that 
it is unrealistic. That is their argument, simply 
because they know that the Democratic bill 
interferes with their $1.3 trillion tax cut. And to 
add insult to injury, Republicans continue to 
push for additional billions in tax cuts for the 
wealthiest Americans, which is more than 
enough to pay for the more generous Demo-
cratic plan. It is shameful that while Repub-
licans pander to the narrow interests they 
serve, seniors continue to wait for a real solu-
tion to the prescription drug crisis.

Mr. KNOLLENBERG. Mr. Speaker, it is sim-
ply unacceptable that 13 million seniors do not 
have prescription drug coverage. Seniors need 
prescription drug coverage and they need it 
now. 

The legislation before us today provides a 
real, timely drug benefit while helping ensure 
the future solvency of the Medicare program. 
Although much more reform is necessary, the 
Medicare modernization provisions contained 
in the bill are a significant step forward in pro-
viding long overdue Medicare improvements. If 
the Medicare system is to remain viable in the 
future, it is essential that we bring the Medi-
care program in line with 21st century 
healthcare advances and expectations. 

I support the Medicare Modernization and 
Prescription Drug Act of 2002 because it cre-
ates a prescription drug benefit in Medicare 
that is affordable, available, and voluntary. It 
gives people the power to choose the plan 
that best fits their needs, including protection 
against high out-of-pocket drug costs that 
threaten their health and financial security. 

This bill guarantees a choice of at least two 
drug plans in every area of the country, with-
out endangering existing drug coverage that 
seniors might already have through a former 
employer. We avoid giving the Federal Gov-
ernment too heavy a hand in controlling drug 
benefits, ensuring that seniors will not be de-
nied the right to select the coverage that best 
fits their needs. 

Furthermore, the bill will bring the increased 
competition among health plans that is nec-
essary to reduce drug prices. According to the 
Department of Health and Human Services, 
this plan is the only proposal before Congress 
that would lower drug prices and provide an 
immediate drug discount of up to 15 percent. 

Mr. Speaker, seniors must not have to 
choose between their medicine and other ba-
sics like food and housing. We have a chance 
to strengthen the Medicare program to guar-
antee that our children and their children have 
access to quality health services and prescrip-
tion drugs when they become eligible for 
Medicare. Let us take this monumental step 
and improve Medicare for the future. 

Mr. COSTELLO. Mr. Speaker, I rise today in 
opposition to H.R. 4954 and in support of the 
Democratic substitute. It is imperative that we 
provide senior citizens with quality, affordable, 
and reliable health care. H.R. 4954 does not 
accomplish these important goals. 

I am committed to strengthening and im-
proving Medicare. As the nationwide health in-
surance program for the elderly, Medicare has 
provided important protections for millions of 
Americans over its 37-year history. However, 
the program continues to face increasing prob-
lems. Like so many Americans, I am con-
cerned that the program’s structure has failed 
to keep pace with the changes in the health 
care system as a whole. When Medicare was 
created, prescription drug use was limited, 
with most beneficiaries being treated in hos-
pitals. Today, advances in pharmaceutical re-
search allow doctors to treat seniors on an 
outpatient basis. Unfortunately, Medicare has 
not keep up with this change. 

As a result, Congress has been actively 
working to craft a prescription drug benefit for 
Medicare that is affordable and reliable. Yet, 
under the Republican bill, the government 
would pay subsidies to insurance companies 
to induce them to offer drug coverage. These 
‘‘drug only’’ insurance plans do not currently 
exist, and may never exist, and therefore do 
not offer a guaranteed benefit to our seniors. 
Beneficiaries would be forced to choose be-
tween HMOs and risky private drug-only insur-
ance plans. Further, this legislation merely 
provides suggestions for standard coverage; 
private insurers have the freedom to alter pre-
miums which can be much higher, varying 
from county to county, and year to year. Sen-
iors would not know what to expect from their 
drug benefit from year to year or how much it 
would cost. 

In addition, H.R. 4954 provides inadequate 
coverage to Medicare beneficiaries. It would 
cover less than a quarter of beneficiaries’ esti-
mated drug costs over the next 10 years. 
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Nearly half of all seniors spend over $2,000 
annually. This bill would not pay for drug costs 
between $2,000 and $3,700. Further, this leg-
islation would do nothing to assist low-income 
beneficiaries. Low-income beneficiaries may 
have to pay $2 to $5 co-pays and 100 percent 
of the costs in the coverage gap. 

In contrast, the Democratic substitute, had 
we been able to offer it, offers seniors a real 
Medicare prescription drug benefit for with re-
lief from the high cost of prescription drug 
prices. This legislation would lower the costs 
of drugs for all seniors, would offer an afford-
able, guaranteed Medicare drug benefit, would 
ensure seniors coverage of the drugs their 
doctors prescribe, and would not force seniors 
into HMOs or private insurance. Beneficiaries 
would pay a $25 premium per month, a $100 
deductible per year, and would receive full 
coverage after paying $2,000 in out of pocket 
expenses. In addition, this substitute would 
help low-income beneficiaries with premium 
and co-insurance payments. Finally, it would 
guarantee Medicare beneficiaries the choices 
that matter: choice of prescription drug, choice 
of pharmacy, and choice of doctor and hos-
pital. 

I support the provider payment adjustments 
made to hospitals, physicians, and rural com-
munities represented in both H.R. 4954 and 
the Democratic substitute; however, I cannot 
in good faith support H.R. 4954 with its unac-
ceptable prescription drug plan. 

Mr. Speaker, I am committed to providing a 
comprehensive benefit that is affordable and 
dependable for all beneficiaries with no gaps 
or gimmicks in its coverage. What Congress 
offers to senior citizens and individuals with 
disabilities should be no less generous than 
what Members of Congress and other Federal 
employees receive. For these reasons, I op-
pose H.R. 4954. I urge my colleagues to do 
the same.

Mr. BONILLA. Mr. Speaker, while I support 
this bill because it provides meaningful pre-
scription drug coverage for America’s seniors 
and implements measures needed to mod-
ernize the Medicare system, I rise out of con-
cern for the effects of this bill on pharmacy 
services. Pharmacists are on the front lines of 
health care for millions of Americans. Seniors 
count on their pharmacist for quality medica-
tions and medication therapy services. Cov-
erage of prescription drugs should go hand-in-
hand with access to quality pharmacy serv-
ices. 

This bill would inhibit the ability of America’s 
seniors to select the pharmacy that best 
meets their needs. In many of the smaller 
towns in my district, seniors have established 
long-standing relationships of trust with their 
community pharmacists. This bill would force 
many of these seniors to turn elsewhere for 
prescription drug services. 

Furthermore, this bill allows Pharmacy Ben-
efit Managers to establish restrictive pharmacy 
networks, preferred formularies, mail order 
services and inadequate reimbursement rates, 
severely undermining the future viability of 
community pharmacies. Prescription drug plan 
sponsors, not pharmacists or doctors, would 
determine the selection of medications to be 
included on formularies. Cost would 
supercede the medication that is in the best 
interest of the patient, and community phar-
macies would be left struggling to stay in busi-
ness. 

This bill also compromises seniors’ access 
to medication-therapy services. Pharmacists 

play an important role in reducing medication-
related problems. They routinely resolve com-
plex drug interaction problems for seniors who 
take multiple medications. These problems 
cost billions of dollars annually and kill hun-
dreds-of-thousands of persons. Medication-
therapy services decrease long-term health 
care costs while increasing safety. 

As a conservative, I recognize the need to 
be fiscally responsible, however we should not 
allow our efforts to rein in the high cost of pre-
scription drugs to jeopardize the health of our 
seniors. Taken together, the provisions of this 
legislation would impose economic hardships 
that would severely damage pharmacy infra-
structure and compromise the health of Amer-
ica’s precious seniors. 

Thousands of pharmacists have diligently 
served America’s seniors with dedication and 
excellence. We should not inhibit their ability 
to continue providing the drugs and services 
our seniors desperately need.

Mr. PAUL. Mr. Speaker, while there is little 
debate about the need to update and mod-
ernize the Medicare system to allow seniors to 
use Medicare funds for prescription drugs, 
there is much debate about the proper means 
to achieve this end. However, much of that 
debate is phony, since neither H.R. 4954 or 
the alternative allow seniors the ability to con-
trol their own health care. Instead both plans 
give a large bureaucracy the power to deter-
mine what prescription drugs senior citizens 
can receive. The only difference is that alter-
native puts seniors under the control of the 
federal bureaucy, while H.R. 4954 gives this 
power to ‘‘private’’ health maintenance organi-
zations and insurance companies. 

I am pleased that the drafters of H.R. 4954 
incorporate regulatory relief legislation, which I 
have supported in the past, into the bill. This 
will help relieve some of the tremendous regu-
latory burden imposed on health care pro-
viders by the Federal Government. I am also 
pleased that H.R. 4954 contains several good 
provisions addressing the Congressionally-cre-
ated crisis in rural health and attempting to en-
sure that physicians are fairly reimbursed by 
the Medicare system. 

However, Mr. Speaker, at the heart of this 
legislation is a fatally flawed plan that will fail 
to provide seniors access to the pharma-
ceuticals of their choice. H.R. 4954 requires 
seniors to enroll in a prescription benefit man-
agement company (PBM), which is the equiva-
lent of an HMO. Under this plan, the PBM will 
have the authority to determine which pharma-
ceuticals are available to seniors. Thus, in 
order to get any help with their prescription 
drug costs, seniors have to relinquish their 
ability to choose the type of prescriptions that 
meet their own individual needs! The inevi-
table result of this process will be rationing, as 
PBM bureaucrats attempt to control costs by 
reducing the reimbursements paid to phar-
macists to below-market levels (thus causing 
pharmacists to refuse to participate in PBM 
plans), and restricting the type of pharmacies 
seniors may use in the name of ‘‘cost effec-
tiveness.’’ PBM bureaucrats may even go so 
far as to forbid seniors from using their own 
money to purchase Medicare-covered pharma-
ceuticals. I remind my colleagues that today 
the federal government prohibits seniors from 
using their own money to obtain health care 
services which differ from those ‘‘approved’’ of 
by the Medicare bureaucracy! 

Since H.R. 4954 extends federal subsidies 
(and federal regulations) to private insurers, 

the effects of this program will be felt even by 
those seniors with private insurance. Thus, 
H.R. 4954 will in actuality reduce the access 
of many seniors to the prescription drugs of 
their choice! 

I must express my disappointment that this 
legislation does nothing to reform the govern-
ment policies responsible for the skyrocketing 
costs of prescription drugs. Congress should 
help all Americans by reforming federal patent 
laws and FDA policies which provide certain 
large pharmaceutical companies a govern-
ment-granted monopoly over pharmaceutical 
products. Perhaps the most important thing 
Congress could do to reduce pharmaceutical 
policies is liberalize the regulations sur-
rounding the reimportation of FDA-approved 
pharmaceuticals. 

As a representative of an area near the 
Texas-Mexican border, I often hear from angry 
constituents who cannot purchase inexpensive 
quality imported pharmaceuticals in their local 
drug store. Some of these constituents regu-
larly travel to Mexico on their own to purchase 
pharmaceuticals. It is an outrage that my con-
stituents are being denied the opportunity to 
benefit from a true free market in pharma-
ceuticals by their own government. 

The alternative suffers from the same flaws, 
and will have the same (if not worse) negative 
consequences for seniors as will H.R. 4954. 
The only difference between the two is that 
under the alternative, seniors will be denied 
the choice for pharmaceuticals by bureaucrats 
at the Center for Medicare and Medicaid Serv-
ices (CMS) rather than by a federally sub-
sidized PMB bureaucrat. 

Mr. Speaker, our seniors deserve better 
than a ‘‘choice’’ between whether a private-or-
public sector bureaucrat will control their 
health care. Meaningful prescription drug leg-
islation should be based on the principles of 
maximum choice and flexibility for senior citi-
zens. For example, my H.R. 2268 provides 
seniors the ability to use Medicare dollars to 
cover the costs of prescription drugs in a man-
ner that increases seniors’ control over their 
own health care. 

H.R. 2268 removes the numerical limitations 
and sunset provisions in the Medicare Medical 
Savings Accounts (MSA) program. Medicare 
MSAs consist of a special saving account con-
taining Medicare funds for seniors to use for 
their routine medical expenses, including pre-
scription drug costs. Unlike the plans con-
tained in H.R. 4504, and the Democratic alter-
native, Medicare MSAs allow seniors to use 
Medicare funds to obtain the prescription 
drugs that fit their unique needs. Medicare 
MSAs also allow seniors to use Medicare 
funds for other services not available under 
traditional Medicare, such as mammograms. 

Medicare MSAs will also ensure senior ac-
cess to a wide variety of health care services 
by minimizing the role of the federal bureauc-
racy. As many of my colleagues know, an in-
creasing number of health care providers have 
withdrawn from the Medicare program be-
cause of the paperwork burden and constant 
interference with their practice by bureaucrats 
from the Center for Medicare and Medicaid 
Services. The MSA program frees seniors and 
providers from this burden, thus making it 
more likely that quality providers will remain in 
the Medicare program! 

Mr. Speaker, seniors should not be treated 
like children by the federal government and 
told what health care services they can and 
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cannot have. We in Congress have a duty to 
preserve and protect the Medicare trust fund. 
We must keep the promise to American’s sen-
iors and working Americans, whose taxes fi-
nance Medicare, that they will have quality 
health care in their golden years. However, we 
also have a duty to make sure that seniors 
can get the health care that suits their needs, 
instead of being forced into a cookie cutter 
program designed by Washington, DC—based 
bureaucrats! Medicare MSAs are a good first 
step toward allowing seniors the freedom to 
control their own health care. 

In conclusion, Mr. Speaker, both H.R. 4954 
and the alternative force seniors to cede con-
trol over what prescription medicines they may 
receive. The only difference between them is 
that H.R. 4954 gives federally funded HMO 
bureaucrats control over seniors prescription 
drugs, while the alternative gives government 
functionaries the power to tell seniors what 
prescription drug they can (and can’t) have. 
Congress can, and must, do better for our Na-
tion’s seniors, by rejecting this command-and-
control approach. Instead, Congress should 
give seniors the ability to use Medicare funds 
to pay for the prescription drugs of their choice 
by passing my legislation giving all seniors ac-
cess to Medicare Medicaid Savings Accounts.

Ms. ROYBAL-ALLARD. Mr. Speaker, I rise 
in opposition to the Republican Party’s sham 
prescription drug benefit proposal. Prescription 
drugs, especially for our elderly population, 
are not a luxury but a matter of life or death. 
Prescripton drug costs in our country are ris-
ing nearly 20 percent each year, forcing more 
and more of our country’s parents and grand-
parents to choose between their medication 
and other necessities of life such as food. Our 
Nation’s seniors worked hard to make this 
country strong, many fighting in far-off places 
to keep us free. They deserve to have health 
care security. 

Unfortunately, the Republican prescription 
drug plan falls short in providing this security 
to our seniors. First, the Republican plan cov-
ers less than a quarter of the costs seniors will 
pay for their medication over the next 10 
years. Second, under the Republican plan, the 
premiums and the deductible are so high that 
most seniors won’t be able to afford the plan 
and as a result will receive no benefits at all. 
Finally, the Republicans have no universal 
prescription drug plan. Instead, they leave it to 
individual insurance companies to develop 
their own plans. This means seniors will be 
left on their own to do the research on each 
plan that will vary in price, benefits, and avail-
ability across the country. 

This complicated, time-consuming, and ex-
pensive process is unfair and unnecessary, 
and it represents just another step in the Re-
publican Party’s effort to privatize Medicare. 
That is why Democrats have offered a simple, 
affordable prescription drug plan with a stand-
ard benefit and a low deductible. Through the 
use of collective buying power, the Democratic 
prescription drug plan actually lowers drug 
prices for all of Medicare’s 40 million bene-
ficiaries. Unfortunately, Republicans did not 
allow this alternative plan to be presented to 
the House for a vote. The Republican bill be-
fore us is a sham that does little to help our 
Nation’s seniors. 

The House must defeat the Republican bill 
and take the necessary steps to pass the 
Democratic prescription drug bill that will give 
all America’s seniors the benefits they need 
and the health care security they deserve.

Ms. BROWN of Florida. Mr. Speakers, it 
matters who is in charge. This Republican 
leadership must think the American people are 
stupid. Last week they raised $30 million dol-
lars in a fund raiser with the drug companies, 
and this week we have a prescription drug bill 
on the floor. Now who do you think they wrote 
this bill for: The seniors they’ve been prom-
ising relief to for 2 years, or the big drug com-
panies that will be funding their elections this 
fall? 

While on a trip back home to Jacksonville in 
March, I went to the drug store for my grand-
mother to pick up just one of her prescriptions. 
I was expecting maybe a $15 co-payment be-
cause I knew her insurance plan had drug 
coverage. The bill was $91 dollars. She had a 
limit on her coverage, and it had run out. We 
were 3 months into the year, and she no 
longer has a drug plan. 

My grandmother, and all grandmothers de-
serve better than this. If the Republicans can 
take a break from their million dollar drug 
company fund raisers and constant tax cut 
bills for their country club friends, maybe we 
can work on a compromise that will provide 
our seniors with the relief we have been prom-
ising them. My Republican colleagues talk the 
talk, but they don’t walk the walk. The Repub-
lican leadership has come up with a privatized 
drug plan that has been rejected by both the 
insurance industry and the drug stores as un-
workable, and fails to truly help seniors. 

This is one more perfect example of why it 
matters who is in charge.

Mrs. BONO. Mr. Speaker, I rise today to 
support comprehensive health care improve-
ments for our country. The Medicare Mod-
ernization and Prescription Drug Act of 2002 
offers a real and immediate benefit to our sen-
iors, while also offering substantive improve-
ments to a Medicare system that will collapse 
in on itself without out reforms. 

Currently the seniors in my district, which 
represent over one in five of all individuals in 
California’s 44th District, are without prescrip-
tion drug coverage that is essential to their 
quality of health. With this legislation, these in-
dividuals will receive an affordable option that 
will become a permanent facet of Medicare for 
generations to come. 

I have had the honor of serving on the 
Speaker’s Prescription Drug Action team, and 
we have worked hard to address both pre-
scription drug coverage and improvements to 
the Medicare system. These include helping 
our doctors continue to better serve Medicare 
beneficiaries and helping our hospitals to keep 
their doors open to those who can’t afford to 
meet even basic health care needs. In par-
ticular, the Medicaid Disproportionate Share 
Hospital monies included in this bill are a seri-
ous start to helping our public hospitals, in-
cluding two in my district. 

There is still work to be done in properly 
funding these hospitals that offer such essen-
tial services, but this comprehensive legisla-
tion is taking a step in the right direction. 

One of my constituents recently wrote to me 
and spoke of the urgency with which we need 
to provide our seniors with affordable prescrip-
tion drug coverage. Her message is echoed 
by thousands of others, and she is correct that 
we can no longer ignore the urgent need to 
improve our health care system. 

It is urgent because our seniors cannot con-
tinue to keep up with rising prescription drug 
costs. It is urgent because our doctors and 

hospitals must have the tools to continue to 
offer quality care. And it is urgent because we 
can no longer afford to make patchwork fixes 
to a program that has not received needed im-
provements since its inception in 1965. It is for 
these reasons that I rise today in support of 
The Medicare Modernization and Prescription 
Drug Act of 2002.

Mr. KIND. Mr. Speaker, providing affordable 
Medicare prescription drug coverage for our 
Nation’s seniors is one of the most pressing 
issues facing our country today. Even though 
the elderly use the most prescriptions, more 
than 75 percent of seniors on Medicare lack 
reliable drug coverage. It is time to modernize 
Medicare to reflect our current health care de-
livery system. The use of prescription medica-
tions is as important today as the use of hos-
pital beds was in 1965 when Medicare was 
created. 

I have heard from a number of seniors in 
western Wisconsin regarding the problems 
they have paying for prescription drugs. One 
woman from Deer Park, Wisconsin, a small 
town in my district, wrote to me and said:

My medication is $135.00 per month. Fortu-
nately my husband is not on any medication. 
If we both were not working part-time, I 
guess that we would have to make a choice 
between food and Medication—does one eat 
to survive or take the medication for a ‘‘long 
and happy life’’?

What is to happen to this couple if the hus-
band falls ill and has high drug costs too? 

Seniors without prescription drug coverage 
often pay the highest prices for their medica-
tion. Pharmaceutical companies negotiate 
prices with their most favored customers, such 
as HMOs, but seniors without drug coverage 
do not benefit from these negotiations. Not 
only do my seniors face price discrimination in 
their hometowns, but also they can go to Can-
ada and get the same medicine for a substan-
tially cheaper price. On average my constitu-
ents would pay about 80 percent less for their 
drugs in Canada than they do at home in 
western Wisconsin. That is wrong. 

The cost of prescription medicines should 
not place financial on seniors that would force 
them to choose between buying drugs and 
buying food. We need to make prescription 
medicines affordable and accessible to all of 
our seniors. 

Unfortunately, today’s debate is a sham. We 
will not have the opportunity to discuss this 
issue in a fair and open process. The majority 
decided to railroad the debate and silence the 
minority by not allowing an alternative to be 
debated and voted upon. Our nation’s seniors 
deserve better. They deserve an open proc-
ess, but the Republican leadership has failed 
to deliver this. 

The leadership has also failed seniors with 
their prescription drug proposal. The Repub-
lican plan is doomed to fail because the plan 
relies on health insurance companies to offer 
drug only polices which they have said they 
won’t offer. If insurance companies won’t offer 
these policies, how will seniors actually obtain 
prescription drug coverage under the leader-
ship plan? 

Every insurance company with whom I have 
spoken has said that they will not offer a drug-
only insurance policy. In fact, during our last 
debate on this issue, the Health Insurance As-
sociation of America, which consists of nearly 
300 insurance companies, released a state-
ment claiming, ‘‘These ‘drug only’ policies rep-
resent an empty promise to America’s seniors. 
They are not workable or realistic.’’
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Why should the insurance companies pro-

vide these drug only policies? They are in the 
business of insuring risk and there is no risk 
associated with a drug only policy. This single 
benefit policy will result in adverse risk 
seleciton—only people with predictably high 
prescription medicine costs will purchase the 
plan. This will increase the cost to the insur-
ance companies who in turn will pass the 
costs on to the beneficiaries through higher 
premiums. 

In addition, providing a drug benefit through 
private plans could be problematic, specifically 
for folks living in rural and small communities. 
There are no requirements as to what has to 
be covered and the coverage may vary from 
area to area depending on the plan. Wis-
consin may end up on the short end of the 
stick like we have in the past under Medicare. 
Another problem is the huge hole in coverage. 
Once a senior hits $2,000 in drug costs there 
is no coverage until they spend $3,700 in out-
of-pocket expenses. Nearly half of all seniors 
have drug expenditures over $2,000 and will 
receive no drug coverage for part of the year. 
Further, there is no help for low-income sen-
iors to cover their drug costs over $2,000 and 
before they hit the stop-loss. 

We must provide a real solution to the prob-
lem of prescription drug coverage for our sen-
iors. The Republican plan falls woefully short. 
The Democratic proposal, however, heads in 
the right direction and builds on the current 
Medicare program. The benefit would include: 
a $25/month premium; a $100 annual deduct-
ible; 20 percent cost-sharing for drug costs; 
and $2,000 out-of-pocket annual stop-loss. 
Low-income individuals up to 150 percent of 
poverty will pay no premium or cost-sharing. 
The Democratic plan would guarantee a min-
imum benefit and ensure that those who live 
in Wisconsin would receive the same benefit 
as those who live in California or Florida. 

This plan is expensive but it would work be-
cause of its simplicity. The question about its 
affordability depends on whether the American 
people want a meaningful prescription drug 
program or if they would rather see large tax 
cuts in the future for the wealthiest Americans. 

It is unfortunate that the Republican leader-
ship has squandered an excellent opportunity 
to try and solve the problem of prescription 
drug coverage in a bipartisan fashion. Instead 
they have steam-rolled ahead and presented 
our Nation’s seniors with an unworkable solu-
tion to a grave problem. I urge my colleagues 
to reject this flawed proposal.

Mr. BEREUTER. Mr. Speaker, this Member 
will vote for H.R. 4954, the Medicare Mod-
ernization and Prescription Drug Act of 2002. 
There are elements in this Medicare reform 
legislation which improve the access of health 
care services in rural areas. 

For example, not only does this legislation 
continue an effort to address some of this 
Member’s concerns regarding the significant 
difference in reimbursement levels for urban 
and rural health care providers, it would also 
provide a 3-year fix for the Medicare physician 
payment formula, resulting in a 6 percent in-
crease in Medicare payments over the next 3 
years rather than the 14.2 percent projected 
cut under current law. 

For some time now, this Member has been 
aggressively pursuing an issue related to the 
formula used in the Medicare program to reim-
burse physicians and other health care pro-
viders for beneficiaries’ medical care. The 

problem is that it does not accurately measure 
the cost of providing such services. The pro-
gram reimburses physicians and other health 
care providers in a manner that favors urban 
providers in a manner that favors urban pro-
viders over rural providers. Instead, Medicare 
payment formulas should more accurately 
compensate physicians and providers who de-
liver high-quality, cost-effective services to 
Medicare beneficiaries in all areas of the 
country. 

Accordingly, this Member is pleased that the 
Medicare Modernization and Prescription Drug 
Act of 2002 contains a compromise agreement 
that would establish a floor of 9.985 for the 
physician work adjuster in 2004 (only), thereby 
raising all localities with a work adjuster below 
9.985 to that level. This change would be de-
pendent upon the outcome of a General Ac-
counting Office (GAO) study and secretarial 
discretion. The Secretary of the Department of 
Health and Human Services would determine, 
after taking into account the GAO report, if 
there is ‘‘a sound economic rationale for the 
implementation’’ of such a change. If so, the 
new floor would go into effect. The change 
would thereby allow 34 Medicare localities 
across the county, including this Member’s 
home state of Nebraska, to receive a higher 
reimbursement rate without harming other lo-
calities. This language is a modified version of 
this Member’s legislation, the Rural Equity 
Payment Index Reform Act (H.R. 3569), which 
is currently co-sponsored on a bipartisan basis 
by 60 Members of the House. The language 
included in the House Medicare Modernization 
and Prescription Drug Act is also a result of 
efforts by the distinguished gentlelady from 
New Mexico [Mrs. WILSON], and pushed hard 
to ensure such language was and the distin-
guished gentleman from Wisconsin [Mr. BAR-
RETT], who pursued this issue in the House 
Energy and Commerce Committee. This Mem-
ber joined his colleagues, especially the 
gentlelady from New Mexico (Mrs. WILSON), 
and pushed hard to ensure such language 
was included in the final Medicare bill brought 
to the House Floor for consideration today. 

Establishing a floor of 0.985 to the Medicare 
physician work adjuster would translate into 
approximately a $4 million annual increase in 
Medicare payments to Nebraska physician 
and skilled health care professionals in 2004. 
This is an important first step toward achieving 
much needed Medicare reform. 

This Member is also pleased that the bill 
would avert a series of projected cuts of near-
ly 15 percent in Medicare payments. On No-
vember 1, 2001, the Centers for Medicare and 
Medicaid Services (CMS) announces that it 
would lower payment rates for 2002 under the 
Medicare Physician Fee Schedule. Estimates 
indicate that this change would result in a $2.0 
billion reduction in payments for 2002. 

Reductions of this magnitude were com-
pletely unexpected and stemmed from two 
major factors: the downturn of the economy 
and the related reduction in the Gross Domes-
tic Product that is used to establish the sus-
tainable growth rate for physician spending, 
and an error on the part of the CMS in col-
lecting physician payment information. This 
legislation addresses this serious health care 
issue. 

The Medicare Modernization and Prescrip-
tion Drug Act of 2002 also takes an important 
step forward in addressing the unintended 
consequences of the Balanced Budget Act, as 

well as improving payments for hospitals, par-
ticularly rural hospitals. For example, the bill 
provides increased payment rates for hospitals 
in rural areas or in metropolitan areas with a 
population of less than one million. 

Under current law, Medicare pays for inpa-
tient services in acute care hospitals in large 
urban areas using a standardized payment 
amount that is 1.6 percent larger than the 
standardized amount used to reimburse hos-
pitals in rural areas and smaller urban areas. 
This legislation, over a 2-year period, would 
increase the standardized amount for hospitals 
in rural and small urban areas to the standard-
ized amount paid to hospitals in large urban 
areas. According to the Nebraska Hospital As-
sociation, for example, this could mean an ad-
ditional $6 million annually for hospitals in Ne-
braska. 

Additionally, the bill increases payments to 
non-teaching rural and urban hospitals in 
states whose aggregate inpatient operating 
medical margins are negative for rural hos-
pitals or less than three percent for urban hos-
pitals. The Nebraska Hospital Association esti-
mates that this could result in an additional $8 
million annually for Nebraska’s hospitals. 

This Member will record two concerns about 
the initiation of any Medicare prescription drug 
plan and that is, first, the rather extraordinary 
cost of this new entitlement program which 
would have to be paid for employers, employ-
ees, and the self-employed, recognizing the 
high probability that these costs will be under-
estimated in this or any alternative proposals 
put before the Congress. That is the track 
record for all past Medicare and Medicaid ini-
tiatives. 

However, the major concern this Member 
has is the near certainty that the cost of pre-
scription drugs for Americans not eligible for 
the proposed Medicare prescription drug ben-
efits will increase because of the Medicare 
prescription drug coverage offered to eligible 
senior citizens under this or other proposals. 
When, for example, Medicaid costs for nursing 
home care soared, cost restraints were im-
posed and the operators cost-shifted to the 
private-pay and insurance-pay residents. The 
same cost-shifting occurred when cost-re-
straints had to be established on Medicare 
costs for hospitalization and health profes-
sional fees. It is certain that some cost-shifting 
will occur in short order when restraints inevi-
tably will be placed on Medicare prescription 
drug costs. The result will surely be that phar-
maceutical costs will be cost-shifted by the 
drug industry to everyone else in America. 

This legislation, in this crucial deficiency, 
does nothing to restrain pharmaceutical costs 
and domestic cost-shifting. However, after ex-
tensive consultation, House leadership has 
promised a vote to those of us demanding 
some method to directly keep Medicare pre-
scription drug benefits of eligible senior citi-
zens from causing prescription drug costs to 
resultantly increase for other Americans. 

One such vote could be on an 
implementable drug re-importation program of 
FDA approved drugs for individual, wholesale, 
or retail uses. Turn loose the American entre-
preneurial proclivities on this approach, and it 
will moderate the outrageously unacceptable 
level of international cost-shifting that now falls 
onto the backs of American consumers. Most 
other developed countries have imposed cost 
constraints on the prescription drug costs 
borne by their consumers; therefore, American 
and foreign-owned pharmaceutical firms are 
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charging what the market and tolerance of the 
American people will bear. This legislation 
thus far does not address this huge problem—
ultimately providing Medicare drug benefits to 
eligible senior citizens will make the cost of 
prescription drugs more expensive for most 
Americans directly and indirectly through 
Medicare deductions from their paychecks and 
through its effects on their employer’s bottom 
line. 

Mr. Speaker, in conclusion, on balance, this 
Member supports H.R. 4954 because of the 
progress made in providing better access to 
quality health care in non-metropolitan areas 
through the Medicare finance reforms and be-
cause of the promised opportunity for a clear 
opportunity for the House to soon cast votes 
on legislation which can restrain or lower pre-
scription drug costs for those Americans not 
eligible for prospective Medicare prescription 
drug benefits. This Member will support the 
advancement of H.R. 4954 to a stage where 
conferees can craft what this Member would 
hope to be better legislation if the other body 
passes its version of a Medicare reform and 
prescription drug bill.

Mr. CHAMBLISS. Mr. Speaker, we need to 
strengthen, simplify, and improve Medicare 
and provide prescription drug coverage for all 
seniors and disabled Americans. It has been 
entirely too long that seniors have done with-
out substantial help in affording their prescrip-
tion drugs. I am committed to working hard to 
pass prescription drug relief for America’s sen-
iors. 

Tonight we will pass a fiscally responsible 
bill that allows seniors and disabled Americans 
to purchase quality and affordable prescription 
drugs, offers seniors third party buying power, 
and provides the security of knowing they are 
protected from catastrophic pharmaceutical 
bills. 

We desperately need this prescription drug 
plan. Seniors need this plan to finally receive 
prescription drug coverage they deserve along 
with greater choice and flexibility. Further, this 
plan will substantially help nursing facilities, 
home health agencies, rural hospitals and 
local doctors provide better health services 
and ensure quality health care for folks 
throughout Georgia. 

This bill will not force folks into a Federal 
Government-run, one-size-fits-all prescription 
drug plan that has too many rules, regulations, 
and restrictions and that allows Washington 
bureaucrats to decide what medicines can and 
can’t be prescribed. This plan is voluntary, and 
protects those seniors who are already satis-
fied with their current prescription drug benefit 
by allowing them to stay in the existing pro-
gram. 

With all these benefits, we need to make 
sure this legislation is friendly to small busi-
nesses and our local pharmacies. I have 
heard from a number of constituents and 
share their serious concerns that pharmacists 
may lose access to networks and our seniors 
will not gain access to benefits at their local 
pharmacy. Our hometown pharmacies play a 
critical role in providing health care in our local 
communities. We need to ensure that they are 
not put out of business by this legislation and 
that pharmacists will have the same oppor-
tunity to negotiate price reductions and pro-
vide discounted drugs to their customers. It is 
important that pharmacists be involved in the 
decision making process for these plans and 
have the same opportunities to deliver lower 

costs to the consumer. I want our pharmacists 
to be able to continue giving customers top-
notch care, and I hope that as the process 
moves forward on this important bill, these 
critical issues will be adequately addressed. 

It is no secret that prescription drug costs 
are an overwhelming burden on the health 
and financial security of seniors and disabled 
Americans. Too many senior citizens and dis-
abled Americans face decisions between put-
ting food on their table and being able to af-
ford the prescription drugs they need. In the 
wealthiest country in the world, our seniors 
should not be forced to make these decisions 
or do without medication that would allow 
them to live longer healthier more enjoyable 
lives, and I look forward to passing a respon-
sible prescription drug plan that helps Amer-
ica’s seniors.

Mr. EVANS. Mr. Speaker, today’s seniors 
increasingly depend on prescription drugs to 
live healthy lives. But with prescription drug 
prices skyrocketing, medication is out-of-reach 
for too many of our Nation’s seniors. All too 
often, we hear of seniors on tight budgets who 
are forced to choose between medication and 
their next meal. Congress must ensure that all 
seniors have access to afforable prescription 
drug coverage, but the plan that the Repub-
licans have offered falls short. A voluntarily 
benefit added to Medicare would guarantee all 
seniors access to affordable coverage. 

I support a plan that provides a voluntary, 
guaranteed, defined benefit under the Medi-
care program. A Medicare prescription drug 
plan would leave nothing to surprise. Seniors 
would know how much to expect to pay in pre-
miums and co-payments. All seniors would be 
eligible to participate. Moreover, this plan 
would allow Medicare to negotiate the same 
price breaks for Medicare beneficiaries that 
are currently enjoyed by other large scale buy-
ers like HMOs and insurance companies. 

The Republican plan is riddled with flaws. 
First, it is not a Medicare benefit, rather it re-
lies on private insurers who have already 
made clear that they have no intention of pro-
viding drug only plans to Medicare 
beneficaries. Second, the Republican proposal 
falls to rein in the high costs of prescription 
drugs for seniors. Private insurers will not be 
limited to what they may charge Medicare 
beneficiaries and will do little to reduce the 
high out-of-pocket costs that seniors already 
pay. Third, the GOP plan will only create more 
hardships for seniors who will be forced to 
jump through the hoops of their private insurer 
and be subjected to limited power provider 
and drug choices.

Mr. SMITH of Texas. Mr. Speaker, I support 
this legislation because it provides a prescrip-
tion drug benefit to all seniors using Medicare. 

In these items of escalating prescription 
drug prices, it is essential that seniors have 
access to affordable drugs to meet their med-
ical needs. 

The best way to accomplish this goal is to 
lower the costs of prescription drugs, ensure 
that all seniors have prescription drug cov-
erage and increase choices of coverage plans. 

Patients who live in rural areas and commu-
nities deserve the same access to physicians 
as their urban counterparts. As a member of 
the Rural Health Care Caucus, I am pleased 
that this bill addresses inequities between pay-
ments made to rural and urban hospitals, 
wage adjustments for physicians in rural areas 
and funding for health care organizations. 

Not only does this legislation help con-
sumers of prescription drugs, but it also recog-
nizes the importance of pharmacists in pro-
viding prescription drugs, helps states cover 
their Medicare costs and enhances employer-
sponsored health care benefits for retirees. 

My Democratic colleagues have proposed a 
bill that costs over $800 billion and sunsets 
after ten years. But what happens after ten 
years? 

This bill is a common sense, realistic ap-
proach that provides permanent coverage for 
seniors at a sensible cost. It gives special at-
tention to the needs of low-income seniors 
and those facing exorbitant costs due to cata-
strophic illness. 

The SPEAKER pro tempore. All time 
for debate has expired. 

Pursuant to House Resolution 467, 
the previous question is ordered on the 
bill, as amended. 

The question is on engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 

MOTION TO RECOMMIT OFFERED BY MR. 
GEPHARDT 

Mr. GEPHARDT. Mr. Speaker, I offer 
a motion to recommit. 

The SPEAKER pro tempore. Is the 
gentleman opposed to the bill? 

Mr. GEPHARDT. I am in its current 
form, Mr. Speaker. 

The SPEAKER pro tempore. The 
Clerk will report the motion to recom-
mit. 

The Clerk read as follows:
Mr. GEPHARDT moves to recommit the bill 

H.R. 4954 jointly to the Committee on Ways 
and Means and the Committee on Energy 
and Commerce with instructions to report 
the same back to the House promptly with 
the following amendment:

Strike all after the enacting clause and in-
sert the following:

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

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Medicare Rx Drug Benefit and Discount 
Act of 2002’’. 

(b) AMENDMENTS TO SOCIAL SECURITY 
ACT.—Except as otherwise specifically pro-
vided, whenever in title I of this Act an 
amendment is expressed in terms of an 
amendment to or repeal of a section or other 
provision, the reference shall be considered 
to be made to that section or other provision 
of the Social Security Act. 

(c) BIPA; SECRETARY.—In this Act: 
(1) BIPA.—The term ‘‘BIPA’’ means the 

Medicare, Medicaid, and SCHIP Benefits Im-
provement and Protection Act of 2000, as en-
acted into law by section 1(a)(6) of Public 
Law 106–554. 

(2) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of Health and Human 
Services. 

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

TITLE I—PRESCRIPTION DRUG 
PROVISIONS

Sec. 101. Voluntary medicare outpatient pre-
scription medicine program. 

‘‘PART D—VOLUNTARY PRESCRIPTION MEDI-
CINE BENEFIT FOR THE AGED AND DISABLED 

‘‘Sec. 1859. Medicare outpatient prescription 
medicine benefit. 

‘‘Sec. 1859A. Negotiating fair prices with 
pharmaceutical manufacturers. 

‘‘Sec. 1859B. Contract authority. 
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‘‘Sec. 1859C. Eligibility; voluntary enroll-

ment; coverage. 
‘‘Sec. 1859D. Provision of, and entitlement 

to, benefits. 
‘‘Sec. 1859E. Administration; quality assur-

ance. 
‘‘Sec. 1859F. Federal Medicare Prescription 

Medicine Trust Fund. 
‘‘Sec. 1859G. Compensation for employers 

covering retiree medicine costs. 
‘‘Sec. 1859H. Medicare Prescription Medicine 

Advisory Committee. 
Sec. 102. Provision of medicare outpatient 

prescription medicine coverage 
under the Medicare+Choice pro-
gram. 

Sec. 103. Medigap revisions. 
Sec. 104. Transitional assistance for low in-

come beneficiaries. 
Sec. 105. Expansion of membership and du-

ties of Medicare Payment Advi-
sory Commission (MedPAC). 

TITLE II—MEDICARE+CHOICE REVITAL-
IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

Sec. 201. Medicare+Choice improvements. 
Sec. 202. Making permanent change in 

Medicare+Choice reporting 
deadlines and annual, coordi-
nated election period. 

Sec. 203. Specialized Medicare+Choice plans 
for special needs beneficiaries. 

Sec. 204. Extension of reasonable cost and 
SHMO contracts. 

Sec. 205. Continuous open enrollment and 
disenrollment. 

Sec. 206. Limitation on Medicare+Choice 
cost-sharing. 

Sec. 207. Extension of municipal health serv-
ice demonstration projects. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

Sec. 301. Reference to full market basket in-
crease for sole community hos-
pitals. 

Sec. 302. Enhanced disproportionate share 
hospital (DSH) treatment for 
rural hospitals and urban hos-
pitals with fewer than 100 beds. 

Sec. 303. 2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 304. More frequent update in weights 
used in hospital market basket. 

Sec. 305. Improvements to critical access 
hospital program. 

Sec. 306. Extension of temporary increase 
for home health services fur-
nished in a rural area. 

Sec. 307. Reference to 10 percent increase in 
payment for hospice care fur-
nished in a frontier area and 
rural hospice demonstration 
project. 

Sec. 308. Reference to priority for hospitals 
located in rural or small urban 
areas in redistribution of un-
used graduate medical edu-
cation residencies. 

Sec. 309. GAO study of geographic dif-
ferences in payments for physi-
cians’ services. 

Sec. 310. Providing safe harbor for certain 
collaborative efforts that ben-
efit medically underserved pop-
ulations. 

Sec. 311. Relief for certain non-teaching hos-
pitals. 

TITLE IV—PROVISIONS RELATING TO 
PART A 

Subtitle A—Inpatient Hospital Services 

Sec. 401. Revision of acute care hospital pay-
ment updates. 

Sec. 402. Freeze in level of adjustment for 
indirect costs of medical edu-
cation (IME) through fiscal 
year 2007. 

Sec. 403. Recognition of new medical tech-
nologies under inpatient hos-
pital PPS. 

Sec. 404. Phase-in of Federal rate for hos-
pitals in Puerto Rico. 

Sec. 405. Reference to provision relating to 
enhanced disproportionate 
share hospital (DSH) payments 
for rural hospitals and urban 
hospitals with fewer than 100 
beds. 

Sec. 406. Reference to provision relating to 
2-year phased-in increase in the 
standardized amount in rural 
and small urban areas to 
achieve a single, uniform stand-
ardized amount. 

Sec. 407. Reference to provision for more fre-
quent updates in the weights 
used in hospital market basket. 

Sec. 408. Reference to provision making im-
provements to critical access 
hospital program. 

Subtitle B—Skilled Nursing Facility 
Services 

Sec. 411. Payment for covered skilled nurs-
ing facility services. 
Subtitle C—Hospice 

Sec. 421. Coverage of hospice consultation 
services. 

Sec. 422. 10 percent increase in payment for 
hospice care furnished in a 
frontier area. 

Sec. 423. Rural hospice demonstration 
project. 

Subtitle D—Other Provisions 
Sec. 431. Demonstration project for use of 

recovery audit contractors for 
part A services. 

TITLE V—PROVISIONS RELATING TO 
PART B 

Subtitle A—Physicians’ Services 
Sec. 501. Revision of updates for physicians’ 

services. 
Sec. 502. Studies on access to physicians’ 

services. 
Sec. 503. MedPAC report on payment for 

physicians’ services. 
Sec. 504. 1-year extension of treatment of 

certain physician pathology 
services under medicare. 

Sec. 505. Physician fee schedule wage index 
revision. 

Subtitle B—Other Services 
Sec. 511. Competitive acquisition of certain 

items and services. 
Sec. 512. Payment for ambulance services. 
Sec. 513. 5-year extension of moratorium on 

therapy caps; provisions relat-
ing to reports. 

Sec. 514. Accelerated implementation of 20 
percent coinsurance for hos-
pital outpatient department 
(OPD) services; other OPD pro-
visions. 

Sec. 515. Coverage of an initial preventive 
physical examination. 

Sec. 516. Renal dialysis services. 
Sec. 517. Improved payment for certain mam-

mography services. 
Sec. 518. Waiver of part B late enrollment 

penalty for certain military re-
tirees; special enrollment pe-
riod. 

Sec. 519. Coverage of cholesterol and blood 
lipid screening. 

TITLE VI—PROVISIONS RELATING TO 
PARTS A AND B 

Subtitle A—Home Health Services 
Sec. 601. Elimination of 15 percent reduction 

in payment rates under the pro-
spective payment system. 

Sec. 602. Update in home health services. 
Sec. 603. OASIS Task Force; suspension of 

certain OASIS data collection 
requirements pending Task 
Force submittal of report. 

Sec. 604. MedPAC study on medicare mar-
gins of home health agencies. 

Subtitle B—Direct Graduate Medical 
Education 

Sec. 611. Redistribution of unused resident 
positions. 

Sec. 612. Increasing for 5 years to 100 percent 
of the locality adjusted na-
tional average per resident 
amount the payment floor for 
direct graduate medical edu-
cation payments under the 
medicare program. 

Subtitle C—Other Provisions 
Sec. 621. Modifications to Medicare Pay-

ment Advisory Commission 
(MedPAC). 

Sec. 622. Demonstration project for disease 
management for certain medi-
care beneficiaries with diabe-
tes. 

Sec. 623. Demonstration project for medical 
adult day care services. 

Sec. 624. Publication on final written guid-
ance concerning prohibitions 
against discrimination by na-
tional origin with respect to 
health care services. 

TITLE VII—MEDICAID PROVISIONS 
Sec. 701. DSH provisions. 
Sec. 702. 1-year extension of Q–I1 program.

TITLE I—PRESCRIPTION MEDICINE 
PROVISIONS 

Subtitle A—MEDICARE PRESCRIPTION 
MEDICINE BENEFIT 

SEC. 101. VOLUNTARY MEDICARE OUTPATIENT 
PRESCRIPTION MEDICINE PRO-
GRAM. 

(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395 
et seq.) is amended—

(1) by redesignating section 1859 and part D 
as section 1858 and part E, respectively; and 

(2) by inserting after part C the following 
new part: 
‘‘PART D—VOLUNTARY PRESCRIPTION MEDI-

CINE BENEFIT FOR THE AGED AND DISABLED 
‘‘MEDICARE OUTPATIENT PRESCRIPTION 

MEDICINE BENEFIT 
‘‘SEC. 1859. Subject to the succeeding provi-

sions of this part, the voluntary prescription 
medicine benefit program under this part 
provides the following: 

‘‘(1) PREMIUM.—The monthly premium is 
$25. 

‘‘(2) DEDUCTIBLE.—The annual deductible is 
$100. 

‘‘(3) COINSURANCE.—The coinsurance is 20 
percent. 

‘‘(4) OUT-OF-POCKET LIMIT.—The annual 
limit on out-of-pocket spending on covered 
medicines is $2,000. 

‘‘NEGOTIATING FAIR PRICES WITH 
PHARMACEUTICAL MANUFACTURERS 

‘‘SEC. 1859A. (a) AUTHORITY TO NEGOTIATE 
PRICES WITH MANUFACTURERS.—The Sec-
retary shall, consistent with the require-
ments of this part and the goals of providing 
quality care and containing costs under this 
part, negotiate contracts with manufactur-
ers of covered outpatient prescription medi-
cines that provide for the maximum prices 
that may be charged to individuals enrolled 
under this part by participating pharmacies 
for dispensing such medicines to such indi-
viduals. 

‘‘(b) PROMOTION OF BREAKTHROUGH MEDI-
CINES.—In conducting negotiations with 
manufacturers under this part, the Secretary 
shall take into account the goal of pro-
moting the development of breakthrough 
medicines (as defined in section 1859H(b)). 
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‘‘CONTRACT AUTHORITY 

‘‘SEC. 1859B. (a) CONTRACT AUTHORITY.—
‘‘(1) IN GENERAL.—The Secretary is respon-

sible for the administration of this part and 
shall enter into contracts with appropriate 
pharmacy contractors on a national or re-
gional basis to administer the benefits under 
this part. 

‘‘(2) PROCEDURES.—The Secretary shall es-
tablish procedures under which the Sec-
retary—

‘‘(A) accepts bids submitted by entities to 
serve as pharmacy contractors under this 
part in a region or on a national basis; 

‘‘(B) awards contracts to such contractors 
to administer benefits under this part to eli-
gible beneficiaries in the region or on a na-
tional basis; and 

‘‘(C) provides for the termination (and non-
renewal) of a contract in the case of a con-
tractor’s failure to meet the requirements of 
the contract and this part. 

‘‘(3) COMPETITIVE PROCEDURES.—Competi-
tive procedures (as defined in section 4(5) of 
the Office of Federal Procurement Policy 
Act (41 U.S.C. 403(5))) shall be used to enter 
into contracts under this part. 

‘‘(4) TERMS AND CONDITIONS.—Such con-
tracts shall have such terms and conditions 
as the Secretary shall specify and shall be 
for such terms (of at least 2 years, but not to 
exceed 5 years) as the Secretary shall specify 
consistent with this part. 

‘‘(5) USE OF PHARMACY CONTRACTORS IN 
PRICE NEGOTIATIONS.—Such contracts shall 
require the contractor involved to negotiate 
contracts with manufacturers that provide 
for maximum prices for covered outpatient 
prescription medicines that are lower than 
the maximum prices negotiated under sec-
tion 1859A(a), if applicable. The price reduc-
tions shall be passed on to eligible bene-
ficiaries and the Secretary shall hold the 
contractor accountable for meeting perform-
ance requirements with respect to price re-
ductions and limiting price increases. 

‘‘(6) AREA FOR CONTRACTS.—
‘‘(A) REGIONAL BASIS.—
‘‘(i) IN GENERAL.—Except as provided in 

clause (ii) and subject to subparagraph (B), 
the contract entered into between the Sec-
retary and a pharmacy contractor shall re-
quire the contractor to administer the bene-
fits under this part in a region determined 
by the Secretary under subparagraph (B) or 
on a national basis. 

‘‘(ii) PARTIAL REGIONAL BASIS.—
‘‘(I) IN GENERAL.—If determined appro-

priate by the Secretary, the Secretary may 
permit the benefits to be administered in a 
partial region determined appropriate by the 
Secretary. 

‘‘(II) REQUIREMENTS.—If the Secretary per-
mits administration pursuant to subclause 
(I), the Secretary shall ensure that the par-
tial region in which administration is ef-
fected is no smaller than a State and is at 
least the size of the commercial service area 
of the contractor for that area. 

‘‘(B) DETERMINATION.—
‘‘(i) IN GENERAL.—In determining regions 

for contracts under this part, the Secretary 
shall—

‘‘(I) take into account the number of indi-
viduals enrolled under this part in an area in 
order to encourage participation by phar-
macy contractors; and 

‘‘(II) ensure that there are at least 10 dif-
ferent regions in the United States. 

‘‘(ii) NO ADMINISTRATIVE OR JUDICIAL RE-
VIEW.—The determination of administrative 
areas under this paragraph shall not be sub-
ject to administrative or judicial review. 

‘‘(7) SUBMISSION OF BIDS.—
‘‘(A) SUBMISSION.—
‘‘(i) IN GENERAL.—Subject to subparagraph 

(B), each entity desiring to serve as a phar-

macy contractor under this part in an area 
shall submit a bid with respect to such area 
to the Secretary at such time, in such man-
ner, and accompanied by such information as 
the Secretary may reasonably require. 

‘‘(ii) BID THAT COVERS MULTIPLE AREAS.—
The Secretary shall permit an entity to sub-
mit a single bid for multiple areas if the bid 
is applicable to all such areas. 

‘‘(B) REQUIRED INFORMATION.—The bids de-
scribed in subparagraph (A) shall include—

‘‘(i) a proposal for the estimated prices of 
covered outpatient prescription medicines 
and the projected annual increases in such 
prices, including the additional reduction in 
price negotiated below the Secretary’s max-
imum price and differentials between pre-
ferred and nonpreferred prices, if applicable; 

‘‘(ii) a statement regarding the amount 
that the entity will charge the Secretary for 
administering the benefits under the con-
tract; 

‘‘(iii) a statement regarding whether the 
entity will reduce the applicable coinsurance 
percentage pursuant to section 
1859E(a)(1)(A)(ii) and if so, the amount of 
such reduction and how such reduction is 
tied to the performance requirements de-
scribed in subsection (c)(4)(A)(ii); 

‘‘(iv) a detailed description of the perform-
ance requirements for which the administra-
tive fee of the entity will be subject to risk 
pursuant to subsection (c)(4)(A)(ii); 

‘‘(v) a detailed description of access to 
pharmacy services provided by the entity, 
including information regarding whether the 
pharmacy contractor will use a preferred 
pharmacy network, and, if so, how the phar-
macy contractor will ensure access to phar-
macies that choose to be outside of that net-
work, and whether there will be increased 
cost-sharing for beneficiaries if they obtain 
medicines at such pharmacies; 

‘‘(vi) a detailed description of the proce-
dures and standards the entity will use for—

‘‘(I) selecting preferred prescription medi-
cines; and 

‘‘(II) determining when and how often the 
list of preferred prescription medicines 
should be modified; 

‘‘(vii) a detailed description of any owner-
ship or shared financial interests with phar-
maceutical manufacturers, pharmacies, and 
other entities involved in the administration 
or delivery of benefits under this part as pro-
posed in the bid; 

‘‘(viii) a detailed description of the entity’s 
estimated marketing and advertising ex-
penditures related to enrolling and retaining 
eligible beneficiaries; and 

‘‘(ix) such other information that the Sec-
retary determines is necessary in order to 
carry out this part, including information 
relating to the bidding process under this 
part.

The procedures under clause (vi) shall in-
clude the use of a pharmaceutical and thera-
peutics committee the members of which in-
clude practicing pharmacists. 

‘‘(8) AWARDING OF CONTRACTS.—
‘‘(A) NUMBER OF CONTRACTS.—The Sec-

retary shall, consistent with the require-
ments of this part and the goals of providing 
quality care and of containing costs under 
this part, award in a competitive manner at 
least 2 contracts to administer benefits 
under this part in each area specified under 
paragraph (6), unless only 1 pharmacy con-
tractor submitting a bid meets the minimum 
standards specified under this part and by 
the Secretary. 

‘‘(B) DETERMINATION.—In determining 
which of the pharmacy contractors that sub-
mitted bids that meet the minimum stand-
ards specified under this part and by the Sec-
retary to award a contract, the Secretary 
shall consider the comparative merits of 

each bid, as determined on the basis of rel-
evant factors, with respect to—

‘‘(i) how well the contractor meets such 
minimum standards; 

‘‘(ii) the amount that the contractor will 
charge the Secretary for administering the 
benefits under the contract; 

‘‘(iii) the performance standards estab-
lished under subsection (c)(2) and perform-
ance requirements for which the administra-
tive fee of the entity will be subject to risk 
pursuant to subsection (c)(4)(A)(ii); 

‘‘(iv) the proposed negotiated prices of cov-
ered outpatient medicines and annual in-
creases in such prices; 

‘‘(v) factors relating to benefits, quality 
and performance, beneficiary cost-sharing, 
and consumer satisfaction; 

‘‘(vi) past performance and prior experi-
ence of the contractor in administering a 
prescription medicine benefit program; 

‘‘(vii) effectiveness of the contractor in 
containing costs through pricing incentives 
and utilization management; and 

‘‘(viii) such other factors as the Secretary 
deems necessary to evaluate the merits of 
each bid. 

‘‘(C) EXCEPTION TO CONFLICT OF INTEREST 
RULES.—In awarding contracts with phar-
macy contractors under this part, the Sec-
retary may waive conflict of interest laws 
generally applicable to Federal acquisitions 
(subject to such safeguards as the Secretary 
may find necessary to impose) in cir-
cumstances where the Secretary finds that 
such waiver—

‘‘(i) is not inconsistent with the—
‘‘(I) purposes of the programs under this 

part; or 
‘‘(II) best interests of beneficiaries enrolled 

under this part; and 
‘‘(ii) permits a sufficient level of competi-

tion for such contracts, promotes efficiency 
of benefits administration, or otherwise 
serves the objectives of the program under 
this part. 

‘‘(D) NO ADMINISTRATIVE OR JUDICIAL RE-
VIEW.—The determination of the Secretary 
to award or not award a contract to a phar-
macy contractor under this part shall not be 
subject to administrative or judicial review. 

‘‘(9) ACCESS TO BENEFITS IN CERTAIN 
AREAS.—

‘‘(A) AREAS NOT COVERED BY CONTRACTS.—
The Secretary shall develop procedures for 
the provision of covered outpatient prescrip-
tion medicines under this part to each eligi-
ble beneficiary enrolled under this part that 
resides in an area that is not covered by any 
contract under this part. 

‘‘(B) BENEFICIARIES RESIDING IN DIFFERENT 
LOCATIONS.—The Secretary shall develop pro-
cedures to ensure that each eligible bene-
ficiary enrolled under this part that resides 
in different areas in a year is provided the 
benefits under this part throughout the en-
tire year. 

‘‘(b) QUALITY, FINANCIAL, AND OTHER 
STANDARDS AND PROGRAMS.—In consultation 
with appropriate pharmacy contractors, 
pharmacists, and health care professionals 
with expertise in prescribing, dispensing, and 
the appropriate use of prescription medi-
cines, the Secretary shall establish stand-
ards and programs for the administration of 
this part to ensure appropriate prescribing, 
dispensing, and utilization of outpatient 
medicines under this part, to avoid adverse 
medicine reactions, and to continually re-
duce errors in the delivery of medically ap-
propriate covered benefits. The Secretary 
shall not award a contract to a pharmacy 
contractor under this part unless the Sec-
retary finds that the contractor agrees to 
comply with such standards and programs 
and other terms and conditions as the Sec-
retary shall specify. The standards and pro-
grams under this subsection shall be applied 
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to any administrative agreements described 
in subsection (a) the Secretary enters into. 
Such standards and programs shall include 
the following: 

‘‘(1) ACCESS.—
‘‘(A) IN GENERAL.—The pharmacy con-

tractor shall ensure that covered outpatient 
prescription medicines are accessible and 
convenient to eligible beneficiaries enrolled 
under this part for whom benefits are admin-
istered by the pharmacy contractor, includ-
ing by offering the services 24 hours a day 
and 7 days a week for emergencies. 

‘‘(B) ON-LINE REVIEW.—The pharmacy con-
tractor shall provide for on-line prospective 
review available 24 hours a day and 7 days a 
week in order to evaluate each prescription 
for medicine therapy problems due to dupli-
cation, interaction, or incorrect dosage or 
duration of therapy. 

‘‘(C) GUARANTEED ACCESS TO MEDICINES IN 
RURAL AND HARD-TO-SERVE AREAS.—The Sec-
retary shall ensure that all beneficiaries 
have guaranteed access to the full range of 
pharmaceuticals under this part, and shall 
give special attention to access, pharmacist 
counseling, and delivery in rural and hard-
to-serve areas, including through the use of 
incentives such as bonus payments to retail 
pharmacists in rural areas and extra pay-
ments to the pharmacy contractor for the 
cost of rapid delivery of pharmaceuticals and 
any other actions necessary. 

‘‘(D) PREFERRED PHARMACY NETWORKS.—
‘‘(i) IN GENERAL.—If a pharmacy contractor 

uses a preferred pharmacy network to de-
liver benefits under this part, such network 
shall meet minimum access standards estab-
lished by the Secretary. 

‘‘(ii) STANDARDS.—In establishing stand-
ards under clause (i), the Secretary shall 
take into account reasonable distances to 
pharmacy services in both urban and rural 
areas. 

‘‘(E) ADHERENCE TO NEGOTIATED PRICES.—
The pharmacy contractor shall have in place 
procedures to assure compliance of phar-
macies with the requirements of subsection 
(d)(3)(C) (relating to adherence to negotiated 
prices). 

‘‘(F) CONTINUITY OF CARE.—
‘‘(i) IN GENERAL.—The pharmacy con-

tractor shall ensure that, in the case of an 
eligible beneficiary who loses coverage under 
this part with such entity under cir-
cumstances that would permit a special elec-
tion period (as established by the Secretary 
under section 1859C(b)(3)), the contractor will 
continue to provide coverage under this part 
to such beneficiary until the beneficiary en-
rolls and receives such coverage with an-
other pharmacy contractor under this part 
or, if eligible, with a Medicare+Choice orga-
nization. 

‘‘(ii) LIMITED PERIOD.—In no event shall a 
pharmacy contractor be required to provide 
the extended coverage required under clause 
(i) beyond the date which is 30 days after the 
coverage with such contractor would have 
terminated but for this subparagraph. 

‘‘(2) ENROLLEE GUIDELINES.—The pharmacy 
contractor shall, consistent with State law, 
apply guidelines for counseling enrollees re-
garding—

‘‘(A) the proper use of covered outpatient 
prescription medicine: and 

‘‘(B) interactions and contra-indications. 
‘‘(3) EDUCATION.—The pharmacy contractor 

shall apply methods to identify and educate 
providers, pharmacists, and enrollees regard-
ing—

‘‘(A) instances or patterns concerning the 
unnecessary or inappropriate prescribing or 
dispensing of covered outpatient prescription 
medicines; 

‘‘(B) instances or patterns of substandard 
care; 

‘‘(C) potential adverse reactions to covered 
outpatient prescription medicines; 

‘‘(D) inappropriate use of antibiotics; 
‘‘(E) appropriate use of generic products; 

and 
‘‘(F) the importance of using covered out-

patient prescription medicines in accordance 
with the instruction of prescribing providers. 

‘‘(4) COORDINATION.—The pharmacy con-
tractor shall coordinate with State prescrip-
tion medicine programs, other pharmacy 
contractors, pharmacies, and other relevant 
entities as necessary to ensure appropriate 
coordination of benefits with respect to en-
rolled individuals when such individual is 
traveling outside the home service area, and 
under such other circumstances as the Sec-
retary may specify. 

‘‘(5) COST DATA.—
‘‘(A) The pharmacy contractor shall make 

data on prescription medicine negotiated 
prices (including data on discounts) avail-
able to the Secretary. 

‘‘(B) The Secretary shall require, either di-
rectly or through a pharmacy contractor, 
that participating pharmacists, physicians, 
and manufacturers—

‘‘(i) maintain their prescription medicine 
cost data (including data on discounts) in a 
form and manner specified by the Secretary; 

‘‘(ii) make such prescription medicine cost 
data available for review and audit by the 
Secretary; and 

‘‘(iii) certify that the prescription medi-
cine cost data are current, accurate, and 
complete, and reflect all discounts obtained 
by the pharmacist or physician in the pur-
chasing of covered outpatient prescription 
medicines.

Discounts referred to in subparagraphs (A) 
and (B) shall include all volume discounts, 
manufacturer rebates, prompt payment dis-
counts, free goods, in-kind services, or any 
other thing of financial value provided ex-
plicitly or implicitly in exchange for the 
purchase of a covered outpatient prescrip-
tion medicine. 

‘‘(6) REPORTING.—The pharmacy contractor 
shall provide the Secretary with periodic re-
ports on—

‘‘(A) the contractor’s costs of admin-
istering this part; 

‘‘(B) utilization of benefits under this part; 
‘‘(C) marketing and advertising expendi-

tures related to enrolling and retaining indi-
viduals under this part; and 

‘‘(D) grievances and appeals. 
‘‘(7) RECORDS AND AUDITS.—The pharmacy 

contractor shall maintain adequate records 
related to the administration of benefits 
under this part and afford the Secretary ac-
cess to such records for auditing purposes. 

‘‘(8) APPROVAL OF MARKETING MATERIAL AND 
APPLICATION FORMS.—The pharmacy con-
tractor shall comply with requirements of 
section 1851(h) (relating to marketing mate-
rial and application forms) with respect to 
this part in the same manner as such re-
quirements apply under part C, except that 
the provisions of paragraph (4)(A) of such 
section shall not apply with respect to dis-
counts or rebates provided in accordance 
with this part. 

‘‘(c) INCENTIVES FOR COST AND UTILIZATION 
MANAGEMENT AND QUALITY IMPROVEMENT.—

‘‘(1) IN GENERAL.—The Secretary shall in-
clude in a contract awarded under subsection 
(b) with a pharmacy contractor such incen-
tives for cost and utilization management 
and quality improvement as the Secretary 
may deem appropriate. The contract may 
provide financial or other incentives to en-
courage greater savings to the program 
under this part. 

‘‘(2) PERFORMANCE STANDARDS.—The Sec-
retary shall provide for performance stand-
ards (which may include monetary bonuses if 

the standards are met and penalties if the 
standards are not met), including standards 
relating to the time taken to answer member 
and pharmacy inquiries (written or by tele-
phone), the accuracy of responses, claims 
processing accuracy, online system avail-
ability, appeal procedure turnaround time, 
system availability, the accuracy and timeli-
ness of reports, and level of beneficiary satis-
faction. 

‘‘(3) OTHER INCENTIVES.—Such incentives 
under this subsection may also include—

‘‘(A) financial incentives under which sav-
ings derived from the substitution of generic 
and other preferred multi-source medicines 
in lieu of nongeneric and nonpreferred medi-
cines are made available to pharmacy con-
tractors, pharmacies, beneficiaries, and the 
Federal Medicare Prescription Medicine 
Trust Fund; and 

‘‘(B) any other incentive that the Sec-
retary deems appropriate and likely to be ef-
fective in managing costs or utilization or 
improving quality that does not reduce the 
access of beneficiaries to medically nec-
essary covered outpatient medicines. 

‘‘(4) REQUIREMENTS FOR PROCEDURES.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish procedures for making payments to 
each pharmacy contractor with a contract 
under this part for the administration of the 
benefits under this part. The procedures 
shall provide for the following: 

‘‘(i) ADMINISTRATIVE PAYMENT.—Payment 
of administrative fees for such administra-
tion. 

‘‘(ii) RISK REQUIREMENT.—An adjustment of 
a percentage (determined under subpara-
graph (B)) of the administrative fee pay-
ments made to a pharmacy contractor to en-
sure that the contractor, in administering 
the benefits under this part, pursues per-
formance requirements established by the 
Secretary, including the following: 

‘‘(I) QUALITY SERVICE.—The contractor pro-
vides eligible beneficiaries for whom it ad-
ministers benefits with quality services, as 
measured by such factors as sustained phar-
macy network access, timeliness and accu-
racy of service delivery in claims processing 
and card production, pharmacy and member 
service support access, and timely action 
with regard to appeals and current bene-
ficiary service surveys. 

‘‘(II) QUALITY CLINICAL CARE.—The con-
tractor provides such beneficiaries with 
quality clinical care, as measured by such 
factors as providing notification to such 
beneficiaries and to providers in order to pre-
vent adverse drug reactions and reduce medi-
cation errors and specific clinical sugges-
tions to improve health and patient and pre-
scriber education as appropriate. 

‘‘(III) CONTROL OF MEDICARE COSTS.—The 
contractor contains costs under this part to 
the Federal Medicare Prescription Medicine 
Trust Fund and enrollees, as measured by ge-
neric substitution rates, price discounts, and 
other factors determined appropriate by the 
Secretary that do not reduce the access of 
beneficiaries to medically necessary covered 
outpatient prescription medicines. 

‘‘(B) PERCENTAGE OF PAYMENT TIED TO 
RISK.—

‘‘(i) IN GENERAL.—Subject to clause (ii), the 
Secretary shall determine the percentage of 
the administrative payments to a pharmacy 
contractor that will be tied to the perform-
ance requirements described in subparagraph 
(A)(ii). 

‘‘(ii) LIMITATION ON RISK TO ENSURE PRO-
GRAM STABILITY.—In order to provide for pro-
gram stability, the Secretary may not estab-
lish a percentage to be adjusted under this 
paragraph at a level that jeopardizes the 
ability of a pharmacy contractor to admin-
ister the benefits under this part or admin-
ister such benefits in a quality manner. 

VerDate May 23 2002 02:22 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00190 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.176 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSE H4301June 27, 2002
‘‘(C) RISK ADJUSTMENT OF PAYMENTS BASED 

ON ENROLLEES IN PLAN.—To the extent that a 
pharmacy contractor is at risk under this 
paragraph, the procedures established under 
this paragraph may include a methodology 
for risk adjusting the payments made to 
such contractor based on the differences in 
actuarial risk of different enrollees being 
served if the Secretary determines such ad-
justments to be necessary and appropriate. 

‘‘(d) AUTHORITY RELATING TO PHARMACY 
PARTICIPATION.—

‘‘(1) IN GENERAL.—Subject to the suc-
ceeding provisions of this subsection, a phar-
macy contractor may establish consistent 
with this part conditions for the participa-
tion of pharmacies, including conditions re-
lating to quality (including reduction of 
medical errors) and technology. 

‘‘(2) AGREEMENTS WITH PHARMACIES.—Each 
pharmacy contractor shall enter into a par-
ticipation agreement with any pharmacy 
that meets the requirements of this sub-
section and section 1859E to furnish covered 
outpatient prescription medicines to individ-
uals enrolled under this part. 

‘‘(3) TERMS OF AGREEMENT.—An agreement 
under this subsection shall include the fol-
lowing terms and conditions: 

‘‘(A) APPLICABLE REQUIREMENTS.—The 
pharmacy shall meet (and throughout the 
contract period continue to meet) all appli-
cable Federal requirements and State and 
local licensing requirements. 

‘‘(B) ACCESS AND QUALITY STANDARDS.—The 
pharmacy shall comply with such standards 
as the Secretary (and such a pharmacy con-
tractor) shall establish concerning the qual-
ity of, and enrolled individuals’ access to, 
pharmacy services under this part. Such 
standards shall require the pharmacy—

‘‘(i) not to refuse to dispense covered out-
patient prescription medicines to any indi-
vidual enrolled under this part; 

‘‘(ii) to keep patient records (including 
records on expenses) for all covered out-
patient prescription medicines dispensed to 
such enrolled individuals; 

‘‘(iii) to submit information (in a manner 
specified by the Secretary to be necessary to 
administer this part) on all purchases of 
such medicines dispensed to such enrolled in-
dividuals; and 

‘‘(iv) to comply with periodic audits to as-
sure compliance with the requirements of 
this part and the accuracy of information 
submitted. 

‘‘(C) ADHERENCE TO NEGOTIATED PRICES.—(i) 
The total charge for each medicine dispensed 
by the pharmacy to an enrolled individual 
under this part, without regard to whether 
the individual is financially responsible for 
any or all of such charge, shall not exceed 
the price negotiated under section 1859A(a) 
or, if lower, negotiated under subsection 
(a)(5) (or, if less, the retail price for the med-
icine involved) with respect to such medicine 
plus a reasonable dispensing fee determined 
contractually with the pharmacy contractor. 

‘‘(ii) The pharmacy does not charge (or col-
lect from) an enrolled individual an amount 
that exceeds the individual’s obligation (as 
determined in accordance with the provi-
sions of this part) of the applicable price de-
scribed in clause (i). 

‘‘(D) ADDITIONAL REQUIREMENTS.—The 
pharmacy shall meet such additional con-
tract requirements as the applicable phar-
macy contractor specifies under this section. 

‘‘(4) APPLICABILITY OF FRAUD AND ABUSE 
PROVISIONS.—The provisions of section 1128 
through 1128C (relating to fraud and abuse) 
apply to pharmacies participating in the pro-
gram under this part. 

‘‘ELIGIBILITY; VOLUNTARY ENROLLMENT; 
COVERAGE 

‘‘SEC. 1859C. (a) ELIGIBILITY.—Each indi-
vidual who is entitled to hospital insurance 

benefits under part A or is eligible to be en-
rolled in the medical insurance program 
under part B is eligible to enroll in accord-
ance with this section for outpatient pre-
scription medicine benefits under this part. 

‘‘(b) VOLUNTARY ENROLLMENT.—
‘‘(1) IN GENERAL.—An individual may enroll 

under this part only in such manner and 
form as may be prescribed by regulations, 
and only during an enrollment period pre-
scribed in or under this subsection. 

‘‘(2) INITIAL ENROLLMENT PERIOD.—
‘‘(A) INDIVIDUALS CURRENTLY COVERED.—In 

the case of an individual who satisfies sub-
section (a) as of November 1, 2004, the initial 
general enrollment period shall begin on Au-
gust 1, 2004, and shall end on March 1, 2005. 

‘‘(B) INDIVIDUAL COVERED IN FUTURE.—In 
the case of an individual who first satisfies 
subsection (a) on or after November 1, 2004, 
the individual’s initial enrollment period 
shall begin on the first day of the third 
month before the month in which such indi-
vidual first satisfies such paragraph and 
shall end seven months later. The Secretary 
shall apply rules similar to the rule de-
scribed in the second sentence of section 
1837(d). 

‘‘(3) SPECIAL ENROLLMENT PERIODS (WITHOUT 
PREMIUM PENALTY).—

‘‘(A) EMPLOYER COVERAGE AT TIME OF INI-
TIAL GENERAL ENROLLMENT PERIOD.—In the 
case of an individual who—

‘‘(i) at the time the individual first satis-
fies subsection (a) is enrolled in a group 
health plan (including continuation cov-
erage) that provides outpatient prescription 
medicine coverage by reason of the individ-
ual’s (or the individual’s spouse’s) current 
(or, in the case of continuation coverage, 
former) employment status, and 

‘‘(ii) has elected not to enroll (or to be 
deemed enrolled) under this subsection dur-
ing the individual’s initial enrollment pe-
riod,

there shall be a special enrollment period of 
6 months beginning with the first month 
that includes the date of the individual’s (or 
individual’s spouse’s) retirement from or ter-
mination of current employment status with 
the employer that sponsors the plan, or, in 
the case of continuation coverage, that in-
cludes the date of termination of such cov-
erage, or that includes the date the plan sub-
stantially terminates outpatient prescrip-
tion medicine coverage. 

‘‘(B) DROPPING OF RETIREE PRESCRIPTION 
MEDICINE COVERAGE.—In the case of an indi-
vidual who—

‘‘(i) at the time the individual first satis-
fies subsection (a) is enrolled in a group 
health plan that provides outpatient pre-
scription medicine coverage other than by 
reason of the individual’s (or the individual’s 
spouse’s) current employment; and 

‘‘(ii) has elected not to enroll (or to be 
deemed enrolled) under this subsection dur-
ing the individual’s initial enrollment pe-
riod,

there shall be a special enrollment period of 
6 months beginning with the first month 
that includes the date that the plan substan-
tially terminates outpatient prescription 
medicine coverage and ending 6 months 
later. 

‘‘(C) LOSS OF MEDICARE+CHOICE PRESCRIP-
TION MEDICINE COVERAGE.—In the case of an 
individual who is enrolled under part C in a 
Medicare+Choice plan that provides prescrip-
tion medicine benefits, if such enrollment is 
terminated because of the termination or re-
duction in service area of the plan, there 
shall be a special enrollment period of 6 
months beginning with the first month that 
includes the date that such plan is termi-
nated or such reduction occurs and ending 6 
months later. 

‘‘(D) LOSS OF MEDICAID PRESCRIPTION MEDI-
CINE COVERAGE.—In the case of an individual 
who—

‘‘(i) satisfies subsection (a); 
‘‘(ii) loses eligibility for benefits (that in-

clude benefits for prescription medicine) 
under a State plan after having been enrolled 
(or determined to be eligible) for such bene-
fits under such plan; and 

‘‘(iii) is not otherwise enrolled under this 
subsection at the time of such loss of eligi-
bility,

there shall be a special enrollment period 
specified by the Secretary of not less than 6 
months beginning with the first month that 
includes the date that the individual loses 
such eligibility. 

‘‘(4) LATE ENROLLMENT WITH PREMIUM PEN-
ALTY.—The Secretary shall permit an indi-
vidual who satisfies subsection (a) to enroll 
other than during the initial enrollment pe-
riod under paragraph (2) or a special enroll-
ment period under paragraph (3). But, in the 
case of such an enrollment, the amount of 
the monthly premium of the individual is 
subject to an increase under section 
1859C(e)(1). 

‘‘(5) INFORMATION.—
‘‘(A) IN GENERAL.—The Secretary shall 

broadly distribute information to individuals 
who satisfy subsection (a) on the benefits 
provided under this part. The Secretary shall 
periodically make available information on 
the cost differentials to enrollees for the use 
of generic medicines and other medicines. 

‘‘(B) TOLL-FREE HOTLINE.—The Secretary 
shall maintain a toll-free telephone hotline 
(which may be a hotline already used by the 
Secretary under this title) for purposes of 
providing assistance to beneficiaries in the 
program under this part, including respond-
ing to questions concerning coverage, enroll-
ment, benefits, grievances and appeals proce-
dures, and other aspects of such program. 

‘‘(6) ENROLLEE DEFINED.—For purposes of 
this part, the term ‘enrollee’ means an indi-
vidual enrolled for benefits under this part. 

‘‘(c) COVERAGE PERIOD.—
‘‘(1) IN GENERAL.—The period during which 

an individual is entitled to benefits under 
this part (in this subsection referred to as 
the individual’s ‘coverage period’) shall 
begin on such a date as the Secretary shall 
establish consistent with the type of cov-
erage rules described in subsections (a) and 
(e) of section 1838, except that in no case 
shall a coverage period begin before January 
1, 2005. No payments may be made under this 
part with respect to the expenses of an indi-
vidual unless such expenses were incurred by 
such individual during a period which, with 
respect to the individual, is a coverage pe-
riod. 

‘‘(2) TERMINATION.—The Secretary shall 
provide for the application of provisions 
under this subsection similar to the provi-
sions in section 1838(b). 

‘‘(d) PROVISION OF BENEFITS TO 
MEDICARE+CHOICE ENROLLEES.—In the case 
of an individual who is enrolled under this 
part and is enrolled in a Medicare+Choice 
plan under part C, the individual shall be 
provided the benefits under this part through 
such plan and not through payment under 
this part. 

‘‘(e) LATE ENROLLMENT PENALTIES; PAY-
MENT OF PREMIUMS.—

‘‘(1) LATE ENROLLMENT PENALTY.—
‘‘(A) IN GENERAL.—In the case of a late en-

rollment described in subsection (b)(4), sub-
ject to the succeeding provisions of this 
paragraph, the Secretary shall establish pro-
cedures for increasing the amount of the 
monthly premium under this part applicable 
to such enrollee by an amount that the Sec-
retary determines is actuarially sound for 
each such period. 
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‘‘(B) PERIODS TAKEN INTO ACCOUNT.—For 

purposes of calculating any 12-month period 
under subparagraph (A), there shall be taken 
into account months of lapsed coverage in a 
manner comparable to that applicable under 
the second sentence of section 1839(b). 

‘‘(C) PERIODS NOT TAKEN INTO ACCOUNT.—
‘‘(i) IN GENERAL.—For purposes of calcu-

lating any 12-month period under subpara-
graph (A), subject to clause (ii), there shall 
not be taken into account months for which 
the enrollee can demonstrate that the en-
rollee was covered under a group health plan 
that provides coverage of the cost of pre-
scription medicines whose actuarial value 
(as defined by the Secretary) to the enrollee 
equals or exceeds the actuarial value of the 
benefits provided to an individual enrolled in 
the outpatient prescription medicine benefit 
program under this part. 

‘‘(ii) APPLICATION.—This subparagraph 
shall only apply with respect to a coverage 
period the enrollment for which occurs be-
fore the end of the 60-day period that begins 
on the first day of the month which includes 
the date on which the plan terminates or re-
duces its service area (in a manner that re-
sults in termination of enrollment), ceases 
to provide, or reduces the value of the pre-
scription medicine coverage under such plan 
to below the value of the coverage provided 
under the program under this part. 

‘‘(2) INCORPORATION OF PREMIUM PAYMENT 
AND GOVERNMENT CONTRIBUTIONS PROVI-
SIONS.—The provisions of sections 1840 and 
1844(a)(1) shall apply to enrollees under this 
part in the same manner as they apply to in-
dividuals 65 years of age or older enrolled 
under part B. For purposes of this sub-
section, any reference in a section referred 
to in a previous subsection to the Federal 
Supplementary Medical Insurance Trust 
Fund is deemed a reference to the Federal 
Medicare Prescription Medicine Trust Fund. 

‘‘(f) ELECTION OF PHARMACY CONTRACTOR 
TO ADMINISTER BENEFITS.—The Secretary 
shall establish a process whereby each indi-
vidual enrolled under this part and residing 
in a region may elect the pharmacy con-
tractor that will administer the benefits 
under this part with respect to the indi-
vidual. Such process shall permit the indi-
vidual to make an initial election and to 
change such an election on at least an an-
nual basis and under such other cir-
cumstances as the Secretary shall specify. 

‘‘PROVISION OF, AND ENTITLEMENT TO, 
BENEFITS 

‘‘SEC. 1859D. (a) BENEFITS.—Subject to the 
succeeding provisions of this section, the 
benefits provided to an enrollee by the pro-
gram under this part shall consist of the fol-
lowing: 

‘‘(1) COVERED OUTPATIENT PRESCRIPTION 
MEDICINE BENEFITS.—Entitlement to have 
payment made on the individual’s behalf for 
covered outpatient prescription medicines. 

‘‘(2) LIMITATION ON COST-SHARING FOR PART 
B OUTPATIENT PRESCRIPTION MEDICINES.—

‘‘(A) IN GENERAL.—Once an enrollee has in-
curred aggregate countable cost-sharing (as 
defined in subparagraph (B)) equal to the 
stop-loss limit specified in subsection (c)(4) 
for expenses in a year, entitlement to the 
elimination of cost-sharing otherwise appli-
cable under part B for additional expenses 
incurred in the year for outpatient prescrip-
tion medicines or biologicals for which pay-
ment is made under part B. 

‘‘(B) COUNTABLE COST-SHARING DEFINED.—
For purposes of this part, the term ‘count-
able cost-sharing’ means—

‘‘(i) out-of-pocket expenses for outpatient 
prescription medicines with respect to which 
benefits are payable under part B, and 

‘‘(ii) cost-sharing under subsections 
(c)(3)(B) and (c)(3)(C)(i). 

‘‘(b) COVERED OUTPATIENT PRESCRIPTION 
MEDICINE DEFINED.—

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), for purposes of this part the 
term ‘covered outpatient prescription medi-
cine’ means any of the following products: 

‘‘(A) A medicine which may be dispensed 
only upon prescription, and—

‘‘(i) which is approved for safety and effec-
tiveness as a prescription medicine under 
section 505 of the Federal Food, Drug, and 
Cosmetic Act; 

‘‘(ii)(I) which was commercially used or 
sold in the United States before the date of 
enactment of the Drug Amendments of 1962 
or which is identical, similar, or related 
(within the meaning of section 310.6(b)(1) of 
title 21 of the Code of Federal Regulations) 
to such a medicine, and (II) which has not 
been the subject of a final determination by 
the Secretary that it is a ‘new drug’ (within 
the meaning of section 201(p) of the Federal 
Food, Drug, and Cosmetic Act) or an action 
brought by the Secretary under section 301, 
302(a), or 304(a) of such Act to enforce section 
502(f) or 505(a) of such Act; or 

‘‘(iii)(I) which is described in section 
107(c)(3) of the Drug Amendments of 1962 and 
for which the Secretary has determined 
there is a compelling justification for its 
medical need, or is identical, similar, or re-
lated (within the meaning of section 
310.6(b)(1) of title 21 of the Code of Federal 
Regulations) to such a medicine, and (II) for 
which the Secretary has not issued a notice 
of an opportunity for a hearing under section 
505(e) of the Federal Food, Drug, and Cos-
metic Act on a proposed order of the Sec-
retary to withdraw approval of an applica-
tion for such medicine under such section be-
cause the Secretary has determined that the 
medicine is less than effective for all condi-
tions of use prescribed, recommended, or 
suggested in its labeling. 

‘‘(B) A biological product which—
‘‘(i) may only be dispensed upon prescrip-

tion; 
‘‘(ii) is licensed under section 351 of the 

Public Health Service Act; and 
‘‘(iii) is produced at an establishment li-

censed under such section to produce such 
product. 

‘‘(C) Insulin approved under appropriate 
Federal law, and needles, syringes, and dis-
posable pumps for the administration of such 
insulin. 

‘‘(D) A prescribed medicine or biological 
product that would meet the requirements of 
subparagraph (A) or (B) but that is available 
over-the-counter in addition to being avail-
able upon prescription, but only if the par-
ticular dosage form or strength prescribed 
and required for the individual is not avail-
able over-the-counter. 

‘‘(E) Smoking cessation agents (as speci-
fied by the Secretary). 

‘‘(2) EXCLUSION.—The term ‘covered out-
patient prescription medicine’ does not in-
clude—

‘‘(A) medicines or classes of medicines, or 
their medical uses, which may be excluded 
from coverage or otherwise restricted under 
section 1927(d)(2), other than subparagraph 
(E) thereof (relating to smoking cessation 
agents), as the Secretary may specify and 
does not include such other medicines, class-
es, and uses as the Secretary may specify 
consistent with the goals of providing qual-
ity care and containing costs under this 
part; 

‘‘(B) except as provided in paragraphs 
(1)(D) and (1)(E), any product which may be 
distributed to individuals without a prescrip-
tion; 

‘‘(C) any product when furnished as part of, 
or as incident to, a diagnostic service or any 
other item or service for which payment may 
be made under this title; or 

‘‘(D) any product that is covered under 
part B of this title. 

‘‘(c) PAYMENT OF BENEFITS.—
‘‘(1) COVERED OUTPATIENT PRESCRIPTION 

MEDICINES.—There shall be paid from the 
Federal Medicare Prescription Medicine 
Trust Fund, in the case of each enrollee who 
incurs expenses for medicines with respect to 
which benefits are payable under this part 
under subsection (a)(1), amounts equal to the 
sum of—

‘‘(A) the price for which the medicine is 
made available under this part (consistent 
with sections 1859A and 1859B), reduced by 
any applicable cost-sharing under para-
graphs (2) and (3); and

‘‘(B) a reasonable dispensing fee. 
The price under subparagraph (A) shall in no 
case exceed the retail price for the medicine 
involved. 

‘‘(2) DEDUCTIBLE.—The amount of payment 
under paragraph (1) for expenses incurred in 
a year, beginning with 2005, shall be reduced 
by an annual deductible equal to the amount 
specified in section 1859(2) (subject to adjust-
ment under paragraph (8)). Only expenses for 
countable cost-sharing (as defined in sub-
section (a)(2)(B)) shall be taken into account 
in applying this paragraph. 

‘‘(3) COINSURANCE.—
‘‘(A) IN GENERAL.—The amount of payment 

under paragraph (1) for expenses incurred in 
a year shall be further reduced (subject to 
the stop-loss limit under paragraph (4)) by 
coinsurance as provided under this para-
graph. 

‘‘(B) PREFERRED MEDICINES.—The coinsur-
ance under this paragraph in the case of a 
preferred medicine (including a medicine 
treated as a preferred medicine under para-
graph (5)), is equal to 20 percent of the price 
applicable under paragraph (1)(A) (or such 
lower percentage as may be provided for 
under section 1859E(a)(1)(A)(ii)). In this part, 
the term ‘preferred medicine’ means, with 
respect to medicines classified within a 
therapeutic class, those medicines which 
have been designated as a preferred medicine 
by the Secretary or the pharmacy contractor 
involved with respect to that class and (in 
the case of a nongeneric medicine) with re-
spect to which a contract has been nego-
tiated under this part. 

‘‘(C) NONPREFERRED MEDICINES.—The coin-
surance under this paragraph in the case of 
a nonpreferred medicine that is not treated 
as a preferred medicine under paragraph (5) 
is equal to the sum of—

‘‘(i) 20 percent of the price for lowest price 
preferred medicine that is within the same 
therapeutic class; and 

‘‘(ii) the amount by which—
‘‘(I) the price at which the nonpreferred 

medicine is made available to the enrollee; 
exceeds 

‘‘(II) the price of such lowest price pre-
ferred medicine. 

‘‘(4) NO COINSURANCE ONCE OUT-OF-POCKET 
EXPENDITURES EQUAL STOP-LOSS LIMIT.—Once 
an enrollee has incurred aggregate countable 
cost-sharing under paragraph (3) (including 
cost-sharing under part B attributable to 
outpatient prescription drugs or biologicals) 
equal to the amount specified in section 
1859(4) (subject to adjustment under para-
graph (8)) for expenses in a year—

‘‘(A) there shall be no coinsurance under 
paragraph (3) for additional expenses in-
curred in the year involved; and 

‘‘(B) there shall be no coinsurance under 
part B for additional expenses incurred in 
the year involved for outpatient prescription 
drugs and biologicals. 

‘‘(5) APPEALS RIGHTS RELATING TO COV-
ERAGE OF NONPREFERRED MEDICINES.—

‘‘(A) PROCEDURES REGARDING THE DETER-
MINATION OF MEDICINES THAT ARE MEDICALLY 
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NECESSARY.—Each pharmacy contractor 
shall have in place procedures on a case-by-
case basis to treat a nonpreferred medicine 
as a preferred medicine under this part if the 
preferred medicine is determined to be not as 
effective for the enrollee or to have signifi-
cant adverse effect on the enrollee. Such pro-
cedures shall require that such determina-
tions are based on professional medical judg-
ment, the medical condition of the enrollee, 
and other medical evidence. 

‘‘(B) PROCEDURES REGARDING DENIALS OF 
CARE.—Such contractor shall have in place 
procedures to ensure—

‘‘(i) a timely internal review for resolution 
of denials of coverage (in whole or in part 
and including those regarding the coverage 
of nonpreferred medicines) in accordance 
with the medical exigencies of the case and 
a timely resolution of complaints, by enroll-
ees in the plan, or by providers, pharmacists, 
and other individuals acting on behalf of 
each such enrollee (with the enrollee’s con-
sent) in accordance with requirements (as es-
tablished by the Secretary) that are com-
parable to such requirements for 
Medicare+Choice organizations under part C; 

‘‘(ii) that the entity complies in a timely 
manner with requirements established by 
the Secretary that (I) provide for an external 
review by an independent entity selected by 
the Secretary of denials of coverage de-
scribed in clause (i) not resolved in the favor 
of the beneficiary (or other complainant) 
under the process described in such clause 
and (II) are comparable to the external re-
view requirements established for 
Medicare+Choice organizations under part C; 
and 

‘‘(iii) that enrollees are provided with in-
formation regarding the appeals procedures 
under this part at the time of enrollment 
with a pharmacy contractor under this part 
and upon request thereafter. 

‘‘(6) TRANSFER OF FUNDS TO COVER COSTS OF 
PART B PRESCRIPTION MEDICINE CATASTROPHIC 
BENEFIT.—With respect to benefits described 
in subsection (a)(2), there shall transferred 
from the Federal Medicare Prescription Med-
icine Trust Fund to the Federal Supple-
mentary Medical Insurance Trust Fund 
amounts equivalent to the elimination of 
cost-sharing described in such subsection. 

‘‘(7) PERMITTING APPLICATION UNDER PART B 
OF NEGOTIATED PRICES.—For purposes of 
making payment under part B for medicines 
that would be covered outpatient prescrip-
tion medicines but for the exclusion under 
subparagraph (B) or (C) of subsection (b)(2), 
the Secretary may elect to apply the pay-
ment basis used for payment of covered out-
patient prescription medicines under this 
part instead of the payment basis otherwise 
used under such part, if it results in a lower 
cost to the program. 

‘‘(8) INFLATION ADJUSTMENT.—
‘‘(A) IN GENERAL.—With respect to expenses 

incurred in a year after 2005—
‘‘(i) the deductible under paragraph (2) is 

equal to the deductible determined under 
such paragraph (or this subparagraph) for 
the previous year increased by the percent-
age increase in per capita program expendi-
tures (as estimated in advance for the year 
involved under subparagraph (B)); and 

‘‘(ii) the stop-loss limit under paragraph (3) 
is equal to the stop-loss limit determined 
under such paragraph (or this subparagraph) 
for the previous year increased by such per-
centage increase.
The Secretary shall adjust such percentage 
increase in subsequent years to take into ac-
count misestimations made of the per capita 
program expenditures under clauses (i) and 
(ii) in previous years. Any increase under 
this subparagraph that is not a multiple of 
$10 shall be rounded to the nearest multiple 
of $10. 

‘‘(B) ESTIMATION OF INCREASE IN PER CAPITA 
PROGRAM EXPENDITURES.—The Secretary 
shall before the beginning of each year (be-
ginning with 2006) estimate the percentage 
increase in average per capita aggregate ex-
penditures from the Federal Medicare Pre-
scription Medicine Trust Fund for the year 
involved compared to the previous year. 

‘‘(C) RECONCILIATION.—The Secretary shall 
also compute (beginning with 2007) the ac-
tual percentage increase in such aggregate 
expenditures in order to provide for rec-
onciliation of deductibles, stop-loss limits, 
and premiums under the second sentence of 
subparagraph (A) and under section 
1859D(d)(2). 

‘‘(d) AMOUNT OF PREMIUMS.—
‘‘(1) MONTHLY PREMIUM RATE IN 2005.—The 

monthly premium rate in 2005 for prescrip-
tion medicine benefits under this part is the 
amount specified in section 1859(1). 

‘‘(2) INFLATION ADJUSTMENT FOR SUBSE-
QUENT YEARS.—The monthly premium rate 
for a year after 2005 for prescription medi-
cine benefits under this part is equal to the 
monthly premium rate for the previous year 
under this subsection increased by the per-
centage increase in per capita program ex-
penditures (as estimated in advance for the 
year involved under subsection (c)(8)(B)). 
The Secretary shall adjust such percentage 
in subsequent years to take into account 
misestimations made of the per capita pro-
gram expenditures under the previous sen-
tence in previous years. Any increase under 
this paragraph that is not a multiple of $1 
shall be rounded to the nearest multiple of 
$1. 

‘‘ADMINISTRATION; QUALITY ASSURANCE 
‘‘SEC. 1859E. (a) RULES RELATING TO PROVI-

SION OF BENEFITS.—
‘‘(1) PROVISION OF BENEFITS.—
‘‘(A) IN GENERAL.—In providing benefits 

under this part, the Secretary (directly or 
through the contracts with pharmacy con-
tractors) shall employ mechanisms to pro-
vide benefits appropriately and efficiently, 
and those mechanisms may include—

‘‘(i) the use of—
‘‘(I) price negotiations (consistent with 

subsection (b)); 
‘‘(II) reduced coinsurance (below 20 per-

cent) to encourage the utilization of appro-
priate preferred medicines; and 

‘‘(III) methods to reduce medication errors 
and encourage appropriate use of medica-
tions; and 

‘‘(ii) permitting pharmacy contractors, as 
approved by the Secretary, to make excep-
tions to section 1859D(c)(3)(C) (relating to 
cost-sharing for non-preferred medicines) to 
secure best prices for enrollees so long as the 
payment amount under section 1859D(c)(1) 
does not equal zero. 

‘‘(B) CONSTRUCTION.—Nothing in this sub-
section shall be construed to prevent the 
Secretary (directly or through the contracts 
with pharmacy contractors) from using in-
centives to encourage enrollees to select ge-
neric or other cost-effective medicines, so 
long as—

‘‘(i) such incentives are designed not to re-
sult in any increase in the aggregate expend-
itures under the Federal Medicare Prescrip-
tion Medicine Trust Fund; and 

‘‘(ii) a beneficiary’s coinsurance shall be no 
greater than 20 percent in the case of a pre-
ferred medicine (including a nonpreferred 
medicine treated as a preferred medicine 
under section 1859D(c)(5)). 

‘‘(2) CONSTRUCTION.—Nothing in this part 
shall preclude the Secretary or a pharmacy 
contractor from—

‘‘(A) educating prescribing providers, phar-
macists, and enrollees about medical and 
cost benefits of preferred medicines; 

‘‘(B) requesting prescribing providers to 
consider a preferred medicine prior to dis-

pensing of a nonpreferred medicine, as long 
as such request does not unduly delay the 
provision of the medicine; 

‘‘(C) using mechanisms to encourage en-
rollees under this part to select cost-effec-
tive medicines or less costly means of receiv-
ing or administering medicines, including 
the use of therapeutic interchange programs, 
disease management programs, and notifica-
tion to the beneficiary that a more afford-
able generic medicine equivalent was not se-
lected by the prescribing provider and a 
statement of the lost cost savings to the ben-
eficiary; 

‘‘(D) using price negotiations to achieve re-
duced prices on covered outpatient prescrip-
tion medicines, including new medicines, 
medicines for which there are few thera-
peutic alternatives, and medicines of par-
ticular clinical importance to individuals en-
rolled under this part; and 

‘‘(E) utilizing information on medicine 
prices of OECD countries and of other payors 
in the United States in the negotiation of 
prices under this part. 

‘‘(b) PRICE NEGOTIATIONS PROCESS.—
‘‘(1) REQUIREMENTS WITH RESPECT TO PRE-

FERRED MEDICINES.—Negotiations of con-
tracts with manufacturers with respect to 
covered outpatient prescription medicines 
under this part shall be conducted in a man-
ner so that—

‘‘(A) there is at least a contract for a medi-
cine within each therapeutic class (as de-
fined by the Secretary in consultation with 
such Medicare Prescription Medicine Advi-
sory Committee); 

‘‘(B) if there is more than 1 medicine avail-
able in a therapeutic class, there are con-
tracts for at least 2 medicines within such 
class unless determined clinically inappro-
priate in accordance with standards estab-
lished by the Secretary; and 

‘‘(C) if there are more than 2 medicines 
available in a therapeutic class, there is a 
contract for at least 2 medicines within such 
class and a contract for generic medicine 
substitute if available unless determined 
clinically inappropriate in accordance with 
standards established by the Secretary. 

‘‘(2) ESTABLISHMENT OF THERAPEUTIC CLASS-
ES.—The Secretary, in consultation with the 
Medicare Prescription Medicine Advisory 
Committee (established under section 1859H), 
shall establish for purposes of this part 
therapeutic classes and assign to such class-
es covered outpatient prescription medi-
cines. 

‘‘(3) DISCLOSURE CONCERNING PREFERRED 
MEDICINES.—The Secretary shall provide, 
through pharmacy contractors or otherwise, 
for—

‘‘(A) disclosure to current and prospective 
enrollees and to participating providers and 
pharmacies in each service area a list of the 
preferred medicines and differences in appli-
cable cost-sharing between such medicines 
and nonpreferred medicines; and 

‘‘(B) advance disclosure to current enroll-
ees and to participating providers and phar-
macies in each service area of changes to any 
such list of preferred medicines and dif-
ferences in applicable cost-sharing. 

‘‘(4) NO REVIEW.—The Secretary’s establish-
ment of therapeutic classes and the assign-
ment of medicines to such classes and the 
Secretary’s determination of what is a 
breakthrough medicine are not subject to ad-
ministrative or judicial review. 

‘‘(c) CONFIDENTIALITY.—The Secretary shall 
ensure that the confidentiality of individ-
ually identifiable health information relat-
ing to the provision of benefits under this 
part is protected, consistent with the stand-
ards for the privacy of such information pro-
mulgated by the Secretary under the Health 
Insurance Portability and Accountability 
Act of 1996, or any subsequent comprehensive 
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and more protective set of confidentiality 
standards enacted into law or promulgated 
by the Secretary. Nothing in this subsection 
shall be construed as preventing the coordi-
nation of data with a State prescription 
medicine program so long as such program 
has in place confidentiality standards that 
are equal to or exceed the standards used by 
the Secretary. 

‘‘(d) FRAUD AND ABUSE SAFEGUARDS.—The 
Secretary, through the Office of the Inspec-
tor General, is authorized and directed to 
issue regulations establishing appropriate 
safeguards to prevent fraud and abuse under 
this part. Such safeguards, at a minimum, 
should include compliance programs, certifi-
cation data, audits, and recordkeeping prac-
tices. In developing such regulations, the 
Secretary shall consult with the Attorney 
General and other law enforcement and regu-
latory agencies. 
‘‘FEDERAL MEDICARE PRESCRIPTION MEDICINE 

TRUST FUND 
‘‘SEC. 1859F. (a) ESTABLISHMENT.—There is 

hereby created on the books of the Treasury 
of the United States a trust fund to be 
known as the ‘Federal Medicare Prescription 
Medicine Trust Fund’ (in this section re-
ferred to as the ‘Trust Fund’). The Trust 
Fund shall consist of such gifts and bequests 
as may be made as provided in section 
201(i)(1), and such amounts as may be depos-
ited in, or appropriated to, such fund as pro-
vided in this part. 

‘‘(b) APPLICATION OF SMI TRUST FUND PRO-
VISIONS.—The provisions of subsections (b) 
through (i) of section 1841 shall apply to this 
part and the Trust Fund in the same manner 
as they apply to part B and the Federal Sup-
plementary Medical Insurance Trust Fund, 
respectively. 

‘‘COMPENSATION FOR EMPLOYERS COVERING 
RETIREE MEDICINE COSTS 

‘‘SEC. 1859G. (a) IN GENERAL.—In the case 
of an individual who is eligible to be enrolled 
under this part and is a participant or bene-
ficiary under a group health plan that pro-
vides outpatient prescription medicine cov-
erage to retirees the actuarial value of which 
is not less than the actuarial value of the 
coverage provided under this part, the Sec-
retary shall make payments to such plan 
subject to the provisions of this section. 
Such payments shall be treated as payments 
under this part for purposes of sections 1859F 
and 1859C(e)(2). In applying the previous sen-
tence with respect to section 1859C(e)(2), the 
amount of the Government contribution re-
ferred to in section 1844(a)(1)(A) is deemed to 
be equal to the aggregate amount of the pay-
ments made under this section. 

‘‘(b) REQUIREMENTS.—To receive payment 
under this section, a group health plan shall 
comply with the following requirements: 

‘‘(1) COMPLIANCE WITH REQUIREMENTS.—The 
group health plan shall comply with the re-
quirements of this Act and other reasonable, 
necessary, and related requirements that are 
needed to administer this section, as deter-
mined by the Secretary. 

‘‘(2) ANNUAL ASSURANCES AND NOTICE BE-
FORE TERMINATION.—The sponsor of the plan 
shall—

‘‘(A) annually attest, and provide such as-
surances as the Secretary may require, that 
the coverage offered under the group health 
plan meets the requirements of this section 
and will continue to meet such requirements 
for the duration of the sponsor’s participa-
tion in the program under this section; and 

‘‘(B) guarantee that it will give notice to 
the Secretary and covered enrollees—

‘‘(i) at least 120 days before terminating its 
plan, and 

‘‘(ii) immediately upon determining that 
the actuarial value of the prescription medi-
cine benefit under the plan falls below the 

actuarial value required under subsection 
(a). 

‘‘(3) BENEFICIARY INFORMATION.—The spon-
sor of the plan shall report to the Secretary, 
for each calendar quarter for which it seeks 
a payment under this section, the names and 
social security numbers of all enrollees de-
scribed in subsection (a) covered under such 
plan during such quarter and the dates (if 
less than the full quarter) during which each 
such individual was covered. 

‘‘(4) AUDITS.—The sponsor or plan seeking 
payment under this section shall agree to 
maintain, and to afford the Secretary access 
to, such records as the Secretary may re-
quire for purposes of audits and other over-
sight activities necessary to ensure the ade-
quacy of prescription medicine coverage, the 
accuracy of payments made, and such other 
matters as may be appropriate. 

‘‘(c) PAYMENT.—
‘‘(1) IN GENERAL.—The sponsor of a group 

health plan that meets the requirements of 
subsection (b) with respect to a quarter in a 
calendar year shall be entitled to have pay-
ment made on a quarterly basis of the 
amount specified in paragraph (2) for each 
individual described in subsection (a) who 
during the quarter is covered under the plan 
and was not enrolled in the insurance pro-
gram under this part. 

‘‘(2) AMOUNT OF PAYMENT.—
‘‘(A) IN GENERAL.—The amount of the pay-

ment for a quarter shall approximate, for 
each such covered individual, 2⁄3 of the sum 
of the monthly Government contribution 
amounts (computed under subparagraph (B)) 
for each of the 3 months in the quarter. 

‘‘(B) COMPUTATION OF MONTHLY GOVERN-
MENT CONTRIBUTION AMOUNT.—For purposes of 
subparagraph (A), the monthly Government 
contribution amount for a month in a year is 
equal to the amount by which—

‘‘(i) 1⁄12 of the average per capita aggregate 
expenditures, as estimated under section 
1859D(c)(8) for the year involved; exceeds 

‘‘(ii) the monthly premium rate under sec-
tion 1859D(d) for the month involved. 
‘‘MEDICARE PRESCRIPTION MEDICINE ADVISORY 

COMMITTEE 
‘‘SEC. 1859H. (a) ESTABLISHMENT OF COM-

MITTEE.—There is established a Medicare 
Prescription Medicine Advisory Committee 
(in this section referred to as the ‘Com-
mittee’). 

‘‘(b) FUNCTIONS OF COMMITTEE.—The Com-
mittee shall advise the Secretary on policies 
related to— 

‘‘(1) the development of guidelines for the 
implementation and administration of the 
outpatient prescription medicine benefit pro-
gram under this part; and 

‘‘(2) the development of—
‘‘(A) standards required of pharmacy con-

tractors under section 1859D(c)(5) for deter-
mining if a medicine is as effective for an en-
rollee or has a significant adverse effect on 
an enrollee under this part; 

‘‘(B) standards for—
‘‘(i) defining therapeutic classes; 
‘‘(ii) adding new therapeutic classes; 
‘‘(iii) assigning to such classes covered out-

patient prescription medicines; and 
‘‘(iv) identifying breakthrough medicines; 
‘‘(C) procedures to evaluate the bids sub-

mitted by pharmacy contractors under this 
part; 

‘‘(D) procedures for negotiations, and 
standards for entering into contracts, with 
manufacturers, including identifying medi-
cines or classes of medicines where Secre-
tarial negotiation is most likely to yield 
savings under this part significantly above 
those that which could be achieved by a 
pharmacy contractor; and 

‘‘(E) procedures to ensure that pharmacy 
contractors with a contract under this part 

are in compliance with the requirements 
under this part.

For purposes of this part, a medicine is a 
‘breakthrough medicine’ if the Secretary, in 
consultation with the Committee, deter-
mines it is a new product that will make a 
significant and major improvement by re-
ducing physical or mental illness, reducing 
mortality, or reducing disability, and that 
no other product is available to beneficiaries 
that achieves similar results for the same 
condition. The Committee may consider 
cost-effectiveness in establishing standards 
for defining therapeutic classes and assign-
ing drugs to such classes under subparagraph 
(B). 

‘‘(c) STRUCTURE AND MEMBERSHIP OF THE 
COMMITTEE.—

‘‘(1) STRUCTURE.—The Committee shall be 
composed of 19 members who shall be ap-
pointed by the Secretary. 

‘‘(2) MEMBERSHIP.—
‘‘(A) IN GENERAL.—The members of the 

Committee shall be chosen on the basis of 
their integrity, impartiality, and good judg-
ment, and shall be individuals who are, by 
reason of their education, experience, and at-
tainments, exceptionally qualified to per-
form the duties of members of the Com-
mittee. 

‘‘(B) SPECIFIC MEMBERS.—Of the members 
appointed under paragraph (1)—

‘‘(i) 5 shall be chosen to represent prac-
ticing physicians, 2 of whom shall be geron-
tologists; 

‘‘(ii) 2 shall be chosen to represent prac-
ticing nurse practitioners; 

‘‘(iii) 4 shall be chosen to represent prac-
ticing pharmacists; 

‘‘(iv) 1 shall be chosen to represent the 
Centers for Medicare & Medicaid Services; 

‘‘(v) 4 shall be chosen to represent actu-
aries, pharmacoeconomists, researchers, and 
other appropriate experts; 

‘‘(vi) 1 shall be chosen to represent emerg-
ing medicine technologies; 

‘‘(vii) 1 shall be chosen to represent the 
Food and Drug Administration; and 

‘‘(viii) 1 shall be chosen to represent indi-
viduals enrolled under this part. 

‘‘(d) TERMS OF APPOINTMENT.—Each mem-
ber of the Committee shall serve for a term 
determined appropriate by the Secretary. 
The terms of service of the members ini-
tially appointed shall begin on January 1, 
2004. 

‘‘(e) CHAIRPERSON.—The Secretary shall 
designate a member of the Committee as 
Chairperson. The term as Chairperson shall 
be for a 1-year period. 

‘‘(f) COMMITTEE PERSONNEL MATTERS.—
‘‘(1) MEMBERS.—
‘‘(A) COMPENSATION.—Each member of the 

Committee who is not an officer or employee 
of the Federal Government shall be com-
pensated at a rate equal to the daily equiva-
lent of the annual rate of basic pay pre-
scribed for level IV of the Executive Sched-
ule under section 5315 of title 5, United 
States Code, for each day (including travel 
time) during which such member is engaged 
in the performance of the duties of the Com-
mittee. All members of the Committee who 
are officers or employees of the United 
States shall serve without compensation in 
addition to that received for their services as 
officers or employees of the United States. 

‘‘(B) TRAVEL EXPENSES.—The members of 
the Committee shall be allowed travel ex-
penses, including per diem in lieu of subsist-
ence, at rates authorized for employees of 
agencies under subchapter I of chapter 57 of 
title 5, United States Code, while away from 
their homes or regular places of business in 
the performance of services for the Com-
mittee. 
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‘‘(2) STAFF.—The Committee may appoint 

such personnel as the Committee considers 
appropriate. 

‘‘(g) OPERATION OF THE COMMITTEE.—
‘‘(1) MEETINGS.—The Committee shall meet 

at the call of the Chairperson (after con-
sultation with the other members of the 
Committee) not less often than quarterly to 
consider a specific agenda of issues, as deter-
mined by the Chairperson after such con-
sultation. 

‘‘(2) QUORUM.—Ten members of the Com-
mittee shall constitute a quorum for pur-
poses of conducting business. 

‘‘(h) FEDERAL ADVISORY COMMITTEE ACT.—
Section 14 of the Federal Advisory Com-
mittee Act (5 U.S.C. App.) shall not apply to 
the Committee. 

‘‘(i) TRANSFER OF PERSONNEL, RESOURCES, 
AND ASSETS.—For purposes of carrying out 
its duties, the Secretary and the Committee 
may provide for the transfer to the Com-
mittee of such civil service personnel in the 
employ of the Department of Health and 
Human Services (including the Centers for 
Medicare & Medicaid Services), and such re-
sources and assets of the Department used in 
carrying out this title, as the Committee re-
quires. 

‘‘(j) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such 
sums as may be necessary to carry out the 
purposes of this section.’’. 

(b) APPLICATION OF GENERAL EXCLUSIONS 
FROM COVERAGE.—

(1) APPLICATION TO PART D.—Section 1862(a) 
(42 U.S.C. 1395y(a)) is amended in the matter 
preceding paragraph (1) by striking ‘‘part A 
or part B’’ and inserting ‘‘part A, B, or D’’. 

(2) PRESCRIPTION MEDICINES NOT EXCLUDED 
FROM COVERAGE IF APPROPRIATELY PRE-
SCRIBED.—Section 1862(a)(1) (42 U.S.C. 
1395y(a)(1)) is amended—

(A) in subparagraph (H), by striking ‘‘and’’ 
at the end; 

(B) in subparagraph (I), by striking the 
semicolon at the end and inserting ‘‘, and’’; 
and 

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

‘‘(J) in the case of prescription medicines 
covered under part D, which are not pre-
scribed in accordance with such part;’’. 

(c) CONFORMING AMENDMENTS.—(1) Part C 
of title XVIII is amended—

(A) in section 1851(a)(2)(B) (42 U.S.C. 1395w–
21(a)(2)(B)), by striking ‘‘1859(b)(3)’’ and in-
serting ‘‘1858(b)(3)’’; 

(B) in section 1851(a)(2)(C) (42 U.S.C. 1395w–
21(a)(2)(C)), by striking ‘‘1859(b)(2)’’ and in-
serting ‘‘1858(b)(2)’’; 

(C) in section 1852(a)(1) (42 U.S.C. 1395w–
22(a)(1)), by striking ‘‘1859(b)(3)’’ and insert-
ing ‘‘1858(b)(3)’’; 

(D) in section 1852(a)(3)(B)(ii) (42 U.S.C. 
1395w–22(a)(3)(B)(ii)), by striking 
‘‘1859(b)(2)(B)’’ and inserting ‘‘1858(b)(2)(B)’’; 

(E) in section 1853(a)(1)(A) (42 U.S.C. 1395w–
23(a)(1)(A)), by striking ‘‘1859(e)(4)’’ and in-
serting ‘‘1858(e)(4)’’; and 

(F) in section 1853(a)(3)(D) (42 U.S.C. 1395w–
23(a)(3)(D)), by striking ‘‘1859(e)(4)’’ and in-
serting ‘‘1858(e)(4)’’. 

(2) Section 1171(a)(5)(D) (42 U.S.C. 
1320d(a)(5)(D)) is amended by striking ‘‘or 
(C)’’ and inserting ‘‘(C), or (D)’’. 
SEC. 102. PROVISION OF MEDICARE OUTPATIENT 

PRESCRIPTION MEDICINE COV-
ERAGE UNDER THE 
MEDICARE+CHOICE PROGRAM. 

(a) REQUIRING AVAILABILITY OF AN ACTUARI-
ALLY EQUIVALENT PRESCRIPTION MEDICINE 
BENEFIT.—Section 1851 (42 U.S.C. 1395w–21) is 
amended by adding at the end the following 
new subsection: 

‘‘(j) AVAILABILITY OF PRESCRIPTION MEDI-
CINE BENEFITS.—

‘‘(1) IN GENERAL.—Notwithstanding any 
other provision of this part, each 

Medicare+Choice organization that makes 
available a Medicare+Choice plan described 
in section 1851(a)(2)(A) shall make available 
such a plan that offers coverage of covered 
outpatient prescription medicines that is at 
least actuarially equivalent to the benefits 
provided under part D. Information respect-
ing such benefits shall be made available in 
the same manner as information on other 
benefits provided under this part is made 
available. Nothing in this paragraph shall be 
construed as requiring the offering of such 
coverage separate from coverage that in-
cludes benefits under parts A and B. 

‘‘(2) TREATMENT OF PRESCRIPTION MEDICINE 
ENROLLEES.—In the case of a 
Medicare+Choice eligible individual who is 
enrolled under part D, the benefits described 
in paragraph (1) shall be treated in the same 
manner as benefits described in part B for 
purposes of coverage and payment and any 
reference in this part to the Federal Supple-
mentary Medical Insurance Trust Fund shall 
be deemed, with respect to such benefits, to 
be a reference to the Federal Medicare Pre-
scription Medicine Trust Fund.’’. 

(b) APPLICATION OF QUALITY STANDARDS.—
Section 1852(e)(2)(A) (42 U.S.C. 1395w–
22(e)(2)(A)) is amended—

(1) by striking ‘‘and’’ at the end of clause 
(xi); 

(2) by striking the period at the end of 
clause (xii) and inserting ‘‘, and’’; and 

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

‘‘(xiii) comply with the standards, and 
apply the programs, under section 1859B(b) 
for covered outpatient prescription medi-
cines under the plan.’’. 

(c) PAYMENT SEPARATE FROM PAYMENT FOR 
PART A AND B BENEFITS.—Section 1853 (42 
U.S.C. 1395w–23) is amended—

(1) in subsection (a)(1)(A), by striking ‘‘and 
(i)’’ and inserting ‘‘(i), and (j)’’; and 

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

‘‘(j) PAYMENT FOR PRESCRIPTION MEDICINE 
COVERAGE OPTION.—

‘‘(1) IN GENERAL.—In the case of a 
Medicare+Choice plan that provides prescrip-
tion medicine benefits described in section 
1851(j)(1), the amount of payment otherwise 
made to the Medicare+Choice organization 
offering the plan shall be increased by the 
amount described in paragraph (2). Such pay-
ments shall be made in the same manner and 
time as the amount otherwise paid, but such 
amount shall be payable from the Federal 
Medicare Prescription Medicine Trust Fund. 

‘‘(2) AMOUNT.—The amount described in 
this paragraph is the monthly Government 
contribution amount computed under sec-
tion 1859G(c)(2)(B), but subject to adjustment 
under paragraph (3). Such amount shall be 
uniform geographically and shall not vary 
based on the Medicare+Choice payment area 
involved. 

‘‘(3) RISK ADJUSTMENT.—The Secretary 
shall establish a methodology for the adjust-
ment of the payment amount under this sub-
section in a manner that takes into account 
the relative risks for use of outpatient pre-
scription medicines by Medicare+Choice en-
rollees. Such methodology shall be designed 
in a manner so that the total payments 
under this title (including part D) are not 
changed as a result of the application of such 
methodology.’’. 

(d) SEPARATE APPLICATION OF ADJUSTED 
COMMUNITY RATE (ACR).—Section 1854 (42 
U.S.C. 1395w–24) is amended by adding at the 
end the following: 

‘‘(i) APPLICATION TO PRESCRIPTION MEDI-
CINE COVERAGE.—The Secretary shall apply 
the previous provisions of this section (in-
cluding the computation of the adjusted 
community rate) separately with respect to 

prescription medicine benefits described in 
section 1851(j)(1).’’. 

(f) CONFORMING AMENDMENTS.—
(1) Section 1851 (42 U.S.C. 1395w–21) is 

amended—
(A) in subsection (a)(1)(A), by striking 

‘‘parts A and B’’ and inserting ‘‘parts A, B, 
and D’’; and 

(B) in subsection (i) by inserting ‘‘(and, if 
applicable, part D)’’ after ‘‘parts A and B’’. 

(2) Section 1852(a)(1)(A) (42 U.S.C. 1395w–
22(a)(1)(A)) is amended by inserting ‘‘(and 
under part D to individuals also enrolled 
under such part)’’ after ‘‘parts A and B’’. 

(3) Section 1852(d)(1) (42 U.S.C. 1395w–
22(d)(1)) is amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (D); 

(B) by striking the period at the end of 
subparagraph (E) and inserting ‘‘; and’’; and 

(C) by adding at the end the following: 
‘‘(F) the plan for part D benefits guaran-

tees coverage of any specifically named pre-
scription medicine for an enrollee to the ex-
tent that it would be required to be covered 
under part D.

In carrying out subparagraph (F), a 
Medicare+Choice organization has the same 
authority to enter into contracts with re-
spect to coverage of preferred medicines as 
the Secretary has under part D, but subject 
to an independent contractor appeal or other 
appeal process that would be applicable to 
determinations by such a pharmacy con-
tractor consistent with section 1859D(c)(5).’’. 

(e) LIMITATION ON COST-SHARING.—Section 
1854(e) (42 U.S.C. 1395w–24(e)) is amended by 
adding at the end the following new para-
graph: 

‘‘(5) LIMITATION ON COST-SHARING.—In no 
event may a Medicare+Choice organization 
include a requirement that an enrollee pay 
cost-sharing in excess of the cost-sharing 
otherwise permitted under part D.’’. 
SEC. 103. MEDIGAP REVISIONS. 

(a) REQUIRED COVERAGE OF COVERED OUT-
PATIENT PRESCRIPTION MEDICINES.—Section 
1882(p)(2)(B) (42 U.S.C. 1395ss(p)(2)(B)) is 
amended by inserting before ‘‘and’’ at the 
end the following: ‘‘including a requirement 
that an appropriate number of policies pro-
vide coverage of medicines which com-
plements but does not duplicate the medi-
cine benefits that beneficiaries are otherwise 
eligible for benefits under part D of this title 
(with the Secretary and the National Asso-
ciation of Insurance Commissioners deter-
mining the appropriate level of medicine 
benefits that each benefit package must pro-
vide and ensuring that policies providing 
such coverage are affordable for bene-
ficiaries;’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
January 1, 2005. 

(c) TRANSITION PROVISIONS.—
(1) IN GENERAL.—If the Secretary of Health 

and Human Services identifies a State as re-
quiring a change to its statutes or regula-
tions to conform its regulatory program to 
the amendments made by this section, the 
State regulatory program shall not be con-
sidered to be out of compliance with the re-
quirements of section 1882 of the Social Se-
curity Act due solely to failure to make such 
change until the date specified in paragraph 
(4). 

(2) NAIC STANDARDS.—If, within 9 months 
after the date of enactment of this Act, the 
National Association of Insurance Commis-
sioners (in this subsection referred to as the 
‘‘NAIC’’) modifies its NAIC Model Regulation 
relating to section 1882 of the Social Secu-
rity Act (referred to in such section as the 
1991 NAIC Model Regulation, as subsequently 
modified) to conform to the amendments 
made by this section, such revised regulation 
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incorporating the modifications shall be con-
sidered to be the applicable NAIC model reg-
ulation (including the revised NAIC model 
regulation and the 1991 NAIC Model Regula-
tion) for the purposes of such section. 

(3) SECRETARY STANDARDS.—If the NAIC 
does not make the modifications described in 
paragraph (2) within the period specified in 
such paragraph, the Secretary of Health and 
Human Services shall make the modifica-
tions described in such paragraph and such 
revised regulation incorporating the modi-
fications shall be considered to be the appro-
priate regulation for the purposes of such 
section. 

(4) DATE SPECIFIED.—
(A) IN GENERAL.—Subject to subparagraph 

(B), the date specified in this paragraph for a 
State is the earlier of—

(i) the date the State changes its statutes 
or regulations to conform its regulatory pro-
gram to the changes made by this section; or 

(ii) 1 year after the date the NAIC or the 
Secretary first makes the modifications 
under paragraph (2) or (3), respectively. 

(B) ADDITIONAL LEGISLATIVE ACTION RE-
QUIRED.—In the case of a State which the 
Secretary identifies as—

(i) requiring State legislation (other than 
legislation appropriating funds) to conform 
its regulatory program to the changes made 
in this section; but 

(ii) having a legislature which is not sched-
uled to meet in 2003 in a legislative session 
in which such legislation may be considered;
the date specified in this paragraph is the 
first day of the first calendar quarter begin-
ning after the close of the first legislative 
session of the State legislature that begins 
on or after January 1, 2003. For purposes of 
the previous sentence, in the case of a State 
that has a 2-year legislative session, each 
year of such session shall be deemed to be a 
separate regular session of the State legisla-
ture. 
SEC. 104. TRANSITIONAL ASSISTANCE FOR LOW 

INCOME BENEFICIARIES. 
(a) QMB COVERAGE OF PREMIUMS AND COST-

SHARING.—Section 1905(p)(3) (42 U.S.C. 
1396d(p)(3)) is amended—

(1) in subparagraph (A)—
(A) by striking ‘‘and’’ at the end of clause 

(i), 
(B) by adding ‘‘and’’ at the end of clause 

(ii), and 
(C) by adding at the end the following new 

clause: 
‘‘(iii) premiums under section 1859D(d).’’; 
(2) in subparagraph (B), by inserting ‘‘and 

section 1859D(c)(3)(B) and 1859D(c)(3)(C)(i)’’ 
after ‘‘1813’’; and 

(3) in subparagraph (C), by striking ‘‘and 
section 1833(b)’’ and inserting ‘‘, section 
1833(b), and section 1859D(c)(2)’’. 

(b) EXPANDED SLMB ELIGIBILITY.—Section 
1902(a)(10)(E) (42 U.S.C. 1396a(a)(10)(E)) is 
amended—

(1) by striking ‘‘and’’ at the end of clause 
(iii); 

(2) by adding ‘‘and’’ at the end of clause 
(iv); and 

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

‘‘(v)(I) for making medical assistance 
available for medicare cost-sharing described 
in section 1905(p)(3)(A)(iii) and medicare 
cost-sharing described in section 1905(p)(3)(B) 
and section 1905(p)(3)(C) but only insofar as 
it relates to benefits provided under part D 
of title XVIII, subject to section 1905(p)(4), 
for individuals (other than qualified medi-
care beneficiaries) who are enrolled under 
part D of title XVIII and are described in sec-
tion 1905(p)(1)(B) or would be so described but 
for the fact that their income exceeds 100 
percent, but is less than 150 percent, of the 
official poverty line (referred to in such sec-
tion) for a family of the size involved; 

‘‘(II) subject to section 1905(p)(4), for indi-
viduals (other than qualified medicare bene-
ficiaries and individuals described in sub-
clause (I)) who are enrolled under part D of 
title XVIII and would be described in section 
1905(p)(1)(B) but for the fact that their in-
come exceeds 150 percent, but is less than 175 
percent, of the official poverty line (referred 
to in such section) for a family of the size in-
volved, for making medical assistance avail-
able for medicare cost-sharing described in 
section 1905(p)(3)(A)(iii) and medicare cost-
sharing described in section 1905(p)(3)(B) and 
section 1905(p)(3)(C) but only insofar as it re-
lates to benefits provided under part D of 
title XVIII, and the assistance for medicare 
cost-sharing described in section 
1905(p)(3)(A)(iii) is reduced (on a sliding scale 
based on income) from 100 percent to 0 per-
cent as the income increases from 150 per-
cent to 175 percent of such poverty line;’’. 

(c) FEDERAL FINANCING.—The third sen-
tence of section 1905(b) (42 U.S.C. 1396d(b)) is 
amended by inserting before the period at 
the end the following: ‘‘and with respect to 
amounts expended that are attributable to 
section 1902(a)(10)(E)(v) (other than for indi-
viduals described in section 1905(p)(1)(B))’’. 

(d) TREATMENT OF TERRITORIES.—
(1) IN GENERAL.—Section 1905(p) (42 U.S.C. 

1396d(p)) is amended—
(A) by redesignating paragraphs (5) and (6) 

as paragraphs (6) and (7), respectively; and 
(B) by inserting after paragraph (4) the fol-

lowing new paragraph: 
‘‘(5)(A) In the case of a State, other than 

the 50 States and the District of Columbia—
‘‘(i) the provisions of paragraph (3) insofar 

as they relate to section 1859D and the provi-
sions of section 1902(a)(10)(E)(v) shall not 
apply to residents of such State; and 

‘‘(ii) if the State establishes a plan de-
scribed in subparagraph (B) (for providing 
medical assistance with respect to the provi-
sion of prescription medicines to medicare 
beneficiaries), the amount otherwise deter-
mined under section 1108(f) (as increased 
under section 1108(g)) for the State shall be 
increased by the amount specified in sub-
paragraph (C). 

‘‘(B) The plan described in this subpara-
graph is a plan that—

‘‘(i) provides medical assistance with re-
spect to the provision of covered outpatient 
medicines (as defined in section 1859D(b)) to 
low-income medicare beneficiaries; and 

‘‘(ii) assures that additional amounts re-
ceived by the State that are attributable to 
the operation of this paragraph are used only 
for such assistance. 

‘‘(C)(i) The amount specified in this sub-
paragraph for a State for a year is equal to 
the product of—

‘‘(I) the aggregate amount specified in 
clause (ii); and 

‘‘(II) the amount specified in section 
1108(g)(1) for that State, divided by the sum 
of the amounts specified in such section for 
all such States. 

‘‘(ii) The aggregate amount specified in 
this clause for—

‘‘(I) 2005, is equal to $25,000,000; or 
‘‘(II) a subsequent year, is equal to the ag-

gregate amount specified in this clause for 
the previous year increased by annual per-
centage increase specified in section 
1859D(c)(8)(B) for the year involved. 

‘‘(D) The Secretary shall submit to Con-
gress a report on the application of this 
paragraph and may include in the report 
such recommendations as the Secretary 
deems appropriate.’’. 

(2) CONFORMING AMENDMENT.—Section 
1108(f) (42 U.S.C. 1308(f)) is amended by in-
serting ‘‘and section 1905(p)(5)(A)(ii)’’ after 
‘‘Subject to subsection (g)’’. 

(e) APPLICATION OF COST-SHARING.—Section 
1902(n)(2) (42 U.S.C. 1396a(n)(2)) is amended by 

adding at the end the following: ‘‘The pre-
vious sentence shall not apply to medicare 
cost-sharing relating to benefits under part 
D of title XVIII.’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section apply to medical assist-
ance for premiums and cost-sharing incurred 
on or after January 1, 2005, with regard to 
whether regulations to implement such 
amendments are promulgated by such date. 
SEC. 105. EXPANSION OF MEMBERSHIP AND DU-

TIES OF MEDICARE PAYMENT ADVI-
SORY COMMISSION (MEDPAC). 

(a) EXPANSION OF MEMBERSHIP.—
(1) IN GENERAL.—Section 1805(c) (42 U.S.C. 

1395b–6(c)) is amended—
(A) in paragraph (1), by striking ‘‘17’’ and 

inserting ‘‘19’’; and 
(B) in paragraph (2)(B), by inserting ‘‘ex-

perts in the area of pharmacology and pre-
scription medicine benefit programs,’’ after 
‘‘other health professionals,’’. 

(2) INITIAL TERMS OF ADDITIONAL MEM-
BERS.—

(A) IN GENERAL.—For purposes of stag-
gering the initial terms of members of the 
Medicare Payment Advisory Commission 
under section 1805(c)(3) of the Social Secu-
rity Act (42 U.S.C. 1395b–6(c)(3)), the initial 
terms of the 2 additional members of the 
Commission provided for by the amendment 
under paragraph (1)(A) are as follows: 

(i) One member shall be appointed for 1 
year. 

(ii) One member shall be appointed for 2 
years. 

(B) COMMENCEMENT OF TERMS.—Such terms 
shall begin on January 1, 2003. 

(b) EXPANSION OF DUTIES.—Section 
1805(b)(2) (42 U.S.C. 1395b–6(b)(2)) is amended 
by adding at the end the following new sub-
paragraph: 

‘‘(D) PRESCRIPTION MEDICINE BENEFIT PRO-
GRAM.—Specifically, the Commission shall 
review, with respect to the prescription med-
icine benefit program under part D, the fol-
lowing: 

‘‘(i) The methodologies used for the man-
agement of costs and utilization of prescrip-
tion medicines. 

‘‘(ii) The prices negotiated and paid, in-
cluding trends in such prices and applicable 
discounts and comparisons with prices under 
section 1859E(a)(2)(E). 

‘‘(iii) The relationship of pharmacy acqui-
sition costs to the prices so negotiated and 
paid. 

‘‘(iv) The methodologies used to ensure ac-
cess to covered outpatient prescription medi-
cines and to ensure quality in the appro-
priate dispensing and utilization of such 
medicines. 

‘‘(v) The impact of the program on pro-
moting the development of breakthrough 
medicines.’’. 
TITLE II—MEDICARE+CHOICE REVITAL-

IZATION AND MEDICARE+CHOICE COM-
PETITION PROGRAM 

SEC. 201. MEDICARE+CHOICE IMPROVEMENTS. 
(a) EQUALIZING PAYMENTS BETWEEN FEE-

FOR-SERVICE AND MEDICARE+CHOICE.—
(1) IN GENERAL.—Section 1853(c)(1) (42 

U.S.C. 1395w–23(c)(1)) is amended by adding 
at the end the following: 

‘‘(D) BASED ON 100 PERCENT OF FEE-FOR-
SERVICE COSTS.—

‘‘(i) IN GENERAL.—For 2003 and 2004, the ad-
justed average per capita cost for the year 
involved, determined under section 1876(a)(4) 
for the Medicare+Choice payment area for 
services covered under parts A and B for in-
dividuals entitled to benefits under part A 
and enrolled under part B who are not en-
rolled in a Medicare+Choice plan under this 
part for the year, but adjusted to exclude 
costs attributable to payments under section 
1886(h). 
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‘‘(ii) INCLUSION OF COSTS OF VA AND DOD 

MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the ad-
justed average per capita cost under clause 
(i) for a year, such cost shall be adjusted to 
include the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Veterans Affairs or the Depart-
ment of Defense.’’. 

(2) CONFORMING AMENDMENT.—Such section 
is further amended, in the matter before sub-
paragraph (A), by striking ‘‘or (C)’’ and in-
serting ‘‘(C), or (D)’’. 

(b) REVISION OF BLEND.—
(1) REVISION OF NATIONAL AVERAGE USED IN 

CALCULATION OF BLEND.—Section 
1853(c)(4)(B)(i)(II) (42 U.S.C. 1395w–
23(c)(4)(B)(i)(II)) is amended by inserting 
‘‘who (with respect to determinations for 
2003 and for 2004) are enrolled in a 
Medicare+Choice plan’’ after ‘‘the average 
number of medicare beneficiaries’’. 

(2) CHANGE IN BUDGET NEUTRALITY.—Sec-
tion 1853(c) (42 U.S.C. 1395w–23(c)) is amend-
ed—

(A) in paragraph (1)(A), by inserting ‘‘(for a 
year before 2003)’’ after ‘‘multiplied’’; and 

(B) in paragraph (5), by inserting ‘‘(before 
2003)’’ after ‘‘for each year’’. 

(c) REVISION IN MINIMUM PERCENTAGE IN-
CREASE FOR 2003 AND 2004.—Section 
1853(c)(1)(C) (42 U.S.C. 1395w–23(c)(1)(C)) is 
amended by striking clause (iv) and insert-
ing the following: 

‘‘(iv) For 2002, 102 percent of the annual 
Medicare+Choice capitation rate under this 
paragraph for the area for 2001. 

‘‘(v) For 2003 and 2004, 103 percent of the 
annual Medicare+Choice capitation rate 
under this paragraph for the area for the pre-
vious year. 

‘‘(iv) For 2005 and each succeeding year, 102 
percent of the annual Medicare+Choice capi-
tation rate under this paragraph for the area 
for the previous year.’’. 

(d) INCLUSION OF COSTS OF DOD AND VA 
MILITARY FACILITY SERVICES TO MEDICARE-
ELIGIBLE BENEFICIARIES IN CALCULATION OF 
MEDICARE+CHOICE PAYMENT RATES.—Section 
1853(c)(3) (42 U.S.C. 1395w–23(c)(3)) is amend-
ed—

(1) in subparagraph (A), by striking ‘‘sub-
paragraph (B)’’ and inserting ‘‘subparagraphs 
(B) and (E)’’, and 

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

‘‘(E) INCLUSION OF COSTS OF DOD AND VA 
MILITARY FACILITY SERVICES TO MEDICARE-ELI-
GIBLE BENEFICIARIES.—In determining the 
area-specific Medicare+Choice capitation 
rate under subparagraph (A) for a year (be-
ginning with 2003), the annual per capita rate 
of payment for 1997 determined under section 
1876(a)(1)(C) shall be adjusted to include in 
the rate the Secretary’s estimate, on a per 
capita basis, of the amount of additional 
payments that would have been made in the 
area involved under this title if individuals 
entitled to benefits under this title had not 
received services from facilities of the De-
partment of Defense or the Department of 
Veterans Affairs.’’. 

(e) ANNOUNCEMENT OF REVISED 
MEDICARE+CHOICE PAYMENT RATES.—Within 
2 weeks after the date of the enactment of 
this Act, the Secretary shall determine, and 
shall announce (in a manner intended to pro-
vide notice to interested parties) 
Medicare+Choice capitation rates under sec-
tion 1853 of the Social Security Act (42 
U.S.C. 1395w–23) for 2003, revised in accord-
ance with the provisions of this section. 

(f) MEDPAC STUDY OF AAPCC.—
(1) STUDY.—The Medicare Payment Advi-

sory Commission shall conduct a study that 

assesses the method used for determining the 
adjusted average per capita cost (AAPCC) 
under section 1876(a)(4) of the Social Secu-
rity Act (42 U.S.C. 1395mm(a)(4)). Such study 
shall examine—

(A) the bases for variation in such costs be-
tween different areas, including differences 
in input prices, utilization, and practice pat-
terns; 

(B) the appropriate geographic area for 
payment under the Medicare+Choice pro-
gram under part C of title XVIII of such Act; 
and 

(C) the accuracy of risk adjustment meth-
ods in reflecting differences in costs of pro-
viding care to different groups of bene-
ficiaries served under such program. 

(2) REPORT.—Not later than 9 months after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study conducted under paragraph 
(1). Such report shall include recommenda-
tions regarding changes in the methods for 
computing the adjusted average per capita 
cost among different areas. 

(g) APPLYING LIMITATIONS ON BALANCE 
BILLING TO MEDICARE MSAS.—Section 
1852(k)(1) (42 U.S.C. 1395w–22(k)(1)) is amend-
ed by inserting ‘‘or with an organization of-
fering a MSA plan’’ after ‘‘section 
1851(a)(2)(A)’’. 

(h) REPORT ON IMPACT OF INCREASED FINAN-
CIAL ASSISTANCE TO MEDICARE+CHOICE 
PLANS.—Not later than July 1, 2003, the Sec-
retary shall submit to Congress a report that 
describes the impact of additional financing 
provided under this Act and other Acts (in-
cluding the Medicare, Medicaid, and SCHIP 
Balanced Budget Refinement Act of 1999 and 
BIPA) on the availability of 
Medicare+Choice plans in different areas and 
its impact on lowering premiums and in-
creasing benefits under such plans.

SEC. 202. MAKING PERMANENT CHANGE IN 
MEDICARE+CHOICE REPORTING 
DEADLINES AND ANNUAL, COORDI-
NATED ELECTION PERIOD. 

(a) CHANGE IN REPORTING DEADLINE.—Sec-
tion 1854(a)(1) (42 U.S.C. 1395w–24(a)(1)), as 
amended by section 532(b)(1) of the Public 
Health Security and Bioterrorism Prepared-
ness and Response Act of 2002, is amended by 
striking ‘‘2002, 2003, and 2004 (or July 1 of 
each other year)’’ and inserting ‘‘2002 and 
each subsequent year (or July 1 of each year 
before 2002)’’. 

(b) DELAY IN ANNUAL, COORDINATED ELEC-
TION PERIOD.—Section 1851(e)(3)(B) (42 U.S.C. 
1395w–21(e)(3)(B)), as amended by section 
532(c)(1)(A) of the Public Health Security and 
Bioterrorism Preparedness and Response Act 
of 2002, is amended by striking ‘‘and after 
2005, the month of November before such 
year and with respect to 2003, 2004, and 2005’’ 
and inserting ‘‘, the month of November be-
fore such year and with respect to 2003 and 
any subsequent year’’. 

(c) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.—Section 1853(b)(1) (42 U.S.C. 1395w–
23(b)(1)), as amended by section 532(d)(1) of 
the Public Health Security and Bioterrorism 
Preparedness and Response Act of 2002, is 
amended by striking ‘‘and after 2005 not 
later than March 1 before the calendar year 
concerned and for 2004 and 2005’’ and insert-
ing ‘‘not later than March 1 before the cal-
endar year concerned and for 2004 and each 
subsequent year’’. 

(d) REQUIRING PROVISION OF AVAILABLE IN-
FORMATION COMPARING PLAN OPTIONS.—The 
first sentence of section 1851(d)(2)(A)(ii) (42 
U.S.C. 1395w–21(d)(2)(A)(ii)) is amended by in-
serting before the period the following: ‘‘to 
the extent such information is available at 
the time of preparation of materials for the 
mailing’’. 

SEC. 203. SPECIALIZED MEDICARE+CHOICE 
PLANS FOR SPECIAL NEEDS BENE-
FICIARIES. 

(a) TREATMENT AS COORDINATED CARE 
PLAN.—Section 1851(a)(2)(A) (42 U.S.C. 1395w–
21(a)(2)(A)) is amended by adding at the end 
the following new sentence: ‘‘Specialized 
Medicare+Choice plans for special needs 
beneficiaries (as defined in section 1859(b)(4)) 
may be any type of coordinated care plan.’’. 

(b) SPECIALIZED MEDICARE+CHOICE PLAN 
FOR SPECIAL NEEDS BENEFICIARIES DE-
FINED.—Section 1859(b) (42 U.S.C. 1395w–29(b)) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(4) SPECIALIZED MEDICARE+CHOICE PLANS 
FOR SPECIAL NEEDS BENEFICIARIES.—

‘‘(A) IN GENERAL.—The term ‘specialized 
Medicare+Choice plan for special needs bene-
ficiaries’ means a Medicare+Choice plan that 
exclusively serves special needs beneficiaries 
(as defined in subparagraph (B)). 

‘‘(B) SPECIAL NEEDS BENEFICIARY.—The 
term ‘special needs beneficiary’ means a 
Medicare+Choice eligible individual who—

‘‘(i) is institutionalized (as defined by the 
Secretary); 

‘‘(ii) is entitled to medical assistance 
under a State plan under title XIX; or 

‘‘(iii) meets such requirements as the Sec-
retary may determine would benefit from en-
rollment in such a specialized 
Medicare+Choice plan described in subpara-
graph (A) for individuals with severe or dis-
abling chronic conditions.’’. 

(c) RESTRICTION ON ENROLLMENT PER-
MITTED.—Section 1859 (42 U.S.C. 1395w–29) is 
amended by adding at the end the following 
new subsection: 

‘‘(f) RESTRICTION ON ENROLLMENT FOR SPE-
CIALIZED MEDICARE+CHOICE PLANS FOR SPE-
CIAL NEEDS BENEFICIARIES.—In the case of a 
specialized Medicare+Choice plan (as defined 
in subsection (b)(4)), notwithstanding any 
other provision of this part and in accord-
ance with regulations of the Secretary and 
for periods before January 1, 2007, the plan 
may restrict the enrollment of individuals 
under the plan to individuals who are within 
one or more classes of special needs bene-
ficiaries.’’. 

(d) REPORT TO CONGRESS.—Not later than 
December 31, 2005, the Secretary shall sub-
mit to Congress a report that assesses the 
impact of specialized Medicare+Choice plans 
for special needs beneficiaries on the cost 
and quality of services provided to enrollees. 
Such report shall include an assessment of 
the costs and savings to the medicare pro-
gram as a result of amendments made by 
subsections (a), (b), and (c). 

(e) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by 

subsections (a), (b), and (c) shall take effect 
upon the date of the enactment of this Act. 

(2) DEADLINE FOR ISSUANCE OF REQUIRE-
MENTS FOR SPECIAL NEEDS BENEFICIARIES; 
TRANSITION.—No later than 6 months after 
the date of the enactment of this Act, the 
Secretary of Health and Human Services 
shall issue final regulations to establish re-
quirements for special needs beneficiaries 
under section 1859(b)(4)(B)(iii) of the Social 
Security Act, as added by subsection (b). 
SEC. 204. EXTENSION OF REASONABLE COST AND 

SHMO CONTRACTS. 
(a) REASONABLE COST CONTRACTS.—
(1) IN GENERAL.—Section 1876(h)(5)(C) (42 

U.S.C. 1395mm(h)(5)(C)) is amended—
(A) by inserting ‘‘(i)’’ after ‘‘(C)’’; 
(B) by inserting before the period the fol-

lowing: ‘‘, except (subject to clause (ii)) in 
the case of a contract for an area which is 
not covered in the service area of 1 or more 
coordinated care Medicare+Choice plans 
under part C’’; and 

(C) by adding at the end the following new 
clause: 
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‘‘(ii) In the case in which—
‘‘(I) a reasonable cost reimbursement con-

tract includes an area in its service area as 
of a date that is after December 31, 2003; 

‘‘(II) such area is no longer included in 
such service area after such date by reason 
of the operation of clause (i) because of the 
inclusion of such area within the service 
area of a Medicare+Choice plan; and 

‘‘(III) all Medicare+Choice plans subse-
quently terminate coverage in such area;
such reasonable cost reimbursement con-
tract may be extended and renewed to cover 
such area (so long as it is not included in the 
service area of any Medicare+Choice plan).’’. 

(2) STUDY.—The Secretary shall conduct a 
study of an appropriate transition for plans 
offered under reasonable cost contracts 
under section 1876 of the Social Security Act 
on and after January 1, 2005. Such a transi-
tion may take into account whether there 
are one or more coordinated care 
Medicare+Choice plans being offered in the 
areas involved. Not later than February 1, 
2004, the Secretary shall submit to Congress 
a report on such study and shall include rec-
ommendations regarding any changes in the 
amendment made by paragraph (1) as the 
Secretary determines to be appropriate. 

(b) EXTENSION OF SOCIAL HEALTH MAINTE-
NANCE ORGANIZATION (SHMO) DEMONSTRA-
TION PROJECT.—

(1) IN GENERAL.—Section 4018(b)(1) of the 
Omnibus Budget Reconciliation Act of 1987 is 
amended by striking ‘‘the date that is 30 
months after the date that the Secretary 
submits to Congress the report described in 
section 4014(c) of the Balanced Budget Act of 
1997’’ and inserting ‘‘December 31, 2004’’. 

(2) SHMOS OFFERING MEDICARE+CHOICE 
PLANS.—Nothing in such section 4018 shall be 
construed as preventing a social health 
maintenance organization from offering a 
Medicare+Choice plan under part C of title 
XVIII of the Social Security Act. 
SEC. 205. CONTINUOUS OPEN ENROLLMENT AND 

DISENROLLMENT. 
(a) IN GENERAL.—Section 1851(e)(2) (42 

U.S.C. 1395w–21(e)(2)) is amended to read as 
follows: 

‘‘(2) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT.—Subject to paragraph (5), a 
Medicare+Choice eligible individual may 
change the election under subsection (a)(1) 
at any time.’’. 

(b) CONFORMING AMENDMENTS.—
(1) MEDICARE+CHOICE.—Section 1851(e) (42 

U.S.C. 1395w–21(e)) is amended—
(A) in paragraph (4)—
(i) by striking ‘‘Effective as of January 1, 

2002, an’’ and inserting ‘‘An’’; 
(ii) by striking ‘‘other than during an an-

nual, coordinated election period’’; 
(iii) by inserting ‘‘in a special election pe-

riod for such purpose’’ after ‘‘make a new 
election under this section’’; and 

(iv) by striking the second sentence; and 
(B) in paragraphs (5)(B) and (6)(A), by 

striking ‘‘the first sentence of’’. 
(2) PERMITTING ENROLLMENT IN MEDIGAP 

WHEN M+C PLANS REDUCE BENEFITS OR WHEN 
PROVIDER LEAVES A M+C PLAN.—

(A) IN GENERAL.—Clause (ii) of section 
1882(s)(3)(B) (42 U.S.C. 1395ss(s)(3)(B)) is 
amended—

(i) by inserting ‘‘(I)’’ after ‘‘(ii)’’; 
(ii) by striking ‘‘under the first sentence 

of’’ each place it appears and inserting ‘‘dur-
ing a special election period provided for 
under’’; 

(iii) by inserting ‘‘the circumstances de-
scribed in subclause (II) are present or’’ be-
fore ‘‘there are circumstances’’; and 

(iv) by adding at the end the following new 
subclause: 

‘‘(II) The circumstances described in this 
subclause are, with respect to an individual 

enrolled in a Medicare+Choice plan, a reduc-
tion in benefits (including an increase in 
cost-sharing) offered under the 
Medicare+Choice plan from the previous 
year or a provider of services or physician 
who serves the individual no longer partici-
pating in the plan (other than because of 
good cause relating to quality of care under 
the plan).’’. 

(B) CONFORMING AMENDMENT.—Clause (iii) 
of such section is amended—

(i) by inserting ‘‘the circumstances de-
scribed in clause (ii)(II) are met or’’ after 
‘‘policy described in subsection (t), and’’; and 

(ii) by striking ‘‘under the first sentence 
of’’ and inserting ‘‘during a special election 
period provided for under’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on 
January 1, 2003, and shall apply to reductions 
in benefits and changes in provider partici-
pation occurring on or after such date. 
SEC. 206. LIMITATION ON MEDICARE+CHOICE 

COST-SHARING. 
(a) IN GENERAL.—Section 1852(a) (42 U.S.C. 

1395w–22(a)) is amended by adding at the end 
the following new paragraph: 

‘‘(6) LIMITATION ON COST-SHARING.—
‘‘(A) IN GENERAL.—Subject to subparagraph 

(B), in no case shall the cost-sharing with re-
spect to an item or service under a 
Medicare+Choice plan exceed the cost-shar-
ing otherwise applicable under parts A and B 
to an individual who is not enrolled in a 
Medicare+Choice plan under this part. 

‘‘(B) PERMITTING FLAT COPAYMENTS.—Sub-
paragraph (A) shall not be construed as pre-
venting the application of flat dollar copay-
ment amounts (in place of a percentage coin-
surance), such as a fixed copayment for a 
doctor’s visit, so long as such amounts are 
reasonable and appropriate and do not ad-
versely affect access to items and services 
(as determined by the Secretary).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply as of Jan-
uary 1, 2003. 
SEC. 207. EXTENSION OF MUNICIPAL HEALTH 

SERVICE DEMONSTRATION 
PROJECTS. 

The last sentence of section 9215(a) of the 
Consolidated Omnibus Budget Reconciliation 
Act of 1985 (42 U.S.C. 1395b–1 note), as pre-
viously amended, is amended by striking 
‘‘December 31, 2004, but only with respect to’’ 
and all that follows and inserting ‘‘December 
31, 2009, but only with respect to individuals 
who reside in the city in which the project is 
operated and so long as the total number of 
individuals participating in the project does 
not exceed the number of such individuals 
participating as of January 1, 1996.’’. 

TITLE III—RURAL HEALTH CARE 
IMPROVEMENTS 

SEC. 301. REFERENCE TO FULL MARKET BASKET 
INCREASE FOR SOLE COMMUNITY 
HOSPITALS. 

For provision eliminating any reduction 
from full market basket in the update for in-
patient hospital services for sole community 
hospitals, see section 401. 
SEC. 302. ENHANCED DISPROPORTIONATE SHARE 

HOSPITAL (DSH) TREATMENT FOR 
RURAL HOSPITALS AND URBAN HOS-
PITALS WITH FEWER THAN 100 BEDS. 

(a) BLENDING OF PAYMENT AMOUNTS.—
(1) IN GENERAL.—Section 1886(d)(5)(F) (42 

U.S.C. 1395ww(d)(5)(F)) is amended by adding 
at the end the following new clause: 

‘‘(xiv)(I) In the case of discharges in a fis-
cal year beginning on or after October 1, 
2002, subject to subclause (II), there shall be 
substituted for the disproportionate share 
adjustment percentage otherwise determined 
under clause (iv) (other than subclause (I)) or 
under clause (viii), (x), (xi), (xii), or (xiii), 
the old blend proportion (specified under 

subclause (III)) of the disproportionate share 
adjustment percentage otherwise determined 
under the respective clause and 100 percent 
minus such old blend proportion of the dis-
proportionate share adjustment percentage 
determined under clause (vii) (relating to 
large, urban hospitals). 

‘‘(II) Under subclause (I), the dispropor-
tionate share adjustment percentage shall 
not exceed 10 percent for a hospital that is 
not classified as a rural referral center under 
subparagraph (C). 

‘‘(III) For purposes of subclause (I), the old 
blend proportion for fiscal year 2003 is 662⁄3 
percent, for fiscal year 2004 is 331⁄3 percent 
subsequent year, and for each fiscal year be-
ginning with 2005 is 0 percent.’’. 

(2) CONFORMING AMENDMENTS.—Section 
1886(d)(5)(F) (42 U.S.C. 1395ww(d)(5)(F)) is 
amended—

(A) in each of subclauses (II), (III), (IV), 
(V), and (VI) of clause (iv), by inserting ‘‘sub-
ject to clause (xiv) and’’ before ‘‘for dis-
charges occurring’’; 

(B) in clause (viii), by striking ‘‘The for-
mula’’ and inserting ‘‘Subject to clause (xiv), 
the formula’’; and 

(C) in each of clauses (x), (xi), (xii), and 
(xiii), by striking ‘‘For purposes’’ and insert-
ing ‘‘Subject to clause (xiv), for purposes’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to discharges occurring on or after October 1, 
2002. 
SEC. 303. 2-YEAR PHASED-IN INCREASE IN THE 

STANDARDIZED AMOUNT IN RURAL 
AND SMALL URBAN AREAS TO 
ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

Section 1886(d)(3)(A)(iv) (42 U.S.C. 
1395ww(d)(3)(A)(iv)) is amended—

(1) by striking ‘‘(iv) For discharges’’ and 
inserting ‘‘(iv)(I) Subject to the succeeding 
provisions of this clause, for discharges’’; 
and 

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

‘‘(II) For discharges occurring during fiscal 
year 2003, the average standardized amount 
for hospitals located other than in a large 
urban area shall be increased by 1⁄2 of the dif-
ference between the average standardized 
amount determined under subclause (I) for 
hospitals located in large urban areas for 
such fiscal year and such amount determined 
(without regard to this subclause) for other 
hospitals for such fiscal year. 

‘‘(III) For discharges occurring in a fiscal 
year beginning with fiscal year 2004, the Sec-
retary shall compute an average standard-
ized amount for hospitals located in any area 
within the United States and within each re-
gion equal to the average standardized 
amount computed for the previous fiscal 
year under this subparagraph for hospitals 
located in a large urban area (or, beginning 
with fiscal year 2005, for hospitals located in 
any area) increased by the applicable per-
centage increase under subsection 
(b)(3)(B)(i).’’. 
SEC. 304. MORE FREQUENT UPDATE IN WEIGHTS 

USED IN HOSPITAL MARKET BAS-
KET. 

(a) MORE FREQUENT UPDATES IN WEIGHTS.—
After revising the weights used in the hos-
pital market basket under section 
1886(b)(3)(B)(iii) of the Social Security Act 
(42 U.S.C. 1395ww(b)(3)(B)(iii)) to reflect the 
most current data available, the Secretary 
shall establish a frequency for revising such 
weights in such market basket to reflect the 
most current data available more frequently 
than once every 5 years. 

(b) REPORT.—Not later than October 1, 2003, 
the Secretary shall submit a report to Con-
gress on the frequency established under sub-
section (a), including an explanation of the 
reasons for, and options considered, in deter-
mining such frequency. 
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SEC. 305. IMPROVEMENTS TO CRITICAL ACCESS 

HOSPITAL PROGRAM. 
(a) REINSTATEMENT OF PERIODIC INTERIM 

PAYMENT (PIP).—Section 1815(e)(2) (42 U.S.C. 
1395g(e)(2)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (C); 

(2) by adding ‘‘and’’ at the end of subpara-
graph (D); and 

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

‘‘(E) inpatient critical access hospital serv-
ices;’’. 

(b) CONDITION FOR APPLICATION OF SPECIAL 
PHYSICIAN PAYMENT ADJUSTMENT.—Section 
1834(g)(2) (42 U.S.C. 1395m(g)(2)) is amended 
by adding after and below subparagraph (B) 
the following:
‘‘The Secretary may not require, as a condi-
tion for applying subparagraph (B) with re-
spect to a critical access hospital, that each 
physician providing professional services in 
the hospital must assign billing rights with 
respect to such services, except that such 
subparagraph shall not apply to those physi-
cians who have not assigned such billing 
rights.’’. 

(c) FLEXIBILITY IN BED LIMITATION FOR HOS-
PITALS WITH STRONG SEASONAL CENSUS FLUC-
TUATIONS.—Section 1820 (42 U.S.C. 1395i–4) is 
amended—

(1) in subsection (c)(2)(B)(iii), by inserting 
‘‘subject to paragraph (3)’’ after ‘‘(iii) pro-
vides’’; 

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

‘‘(3) INCREASE IN MAXIMUM NUMBER OF BEDS 
FOR HOSPITALS WITH STRONG SEASONAL CENSUS 
FLUCTUATIONS.—

‘‘(A) IN GENERAL.—In the case of a hospital 
that demonstrates that it meets the stand-
ards established under subparagraph (B), the 
bed limitations otherwise applicable under 
paragraph (2)(B)(iii) and subsection (f) shall 
be increased by 5 beds. 

‘‘(B) STANDARDS.—The Secretary shall 
specify standards for determining whether a 
critical access hospital has sufficiently 
strong seasonal variations in patient admis-
sions to justify the increase in bed limita-
tion provided under subparagraph (A).’’; and 

(3) in subsection (f), by adding at the end 
the following new sentence: ‘‘The limitations 
in numbers of beds under the first sentence 
are subject to adjustment under subsection 
(c)(3).’’. 

(d) 5-YEAR EXTENSION OF THE AUTHORIZA-
TION FOR APPROPRIATIONS FOR GRANT PRO-
GRAM.—Section 1820(j) (42 U.S.C. 1395i–4(j)) is 
amended by striking ‘‘through 2002’’ and in-
serting ‘‘through 2007’’. 

(e) PROHIBITION OF RETROACTIVE 
RECOUPMENT.—The Secretary shall not re-
coup (or otherwise seek to recover) overpay-
ments made for outpatient critical access 
hospital services under part B of title XVIII 
of the Social Security Act, for services fur-
nished in cost reporting periods that began 
before October 1, 2002, insofar as such over-
payments are attributable to payment being 
based on 80 percent of reasonable costs (in-
stead of 100 percent of reasonable costs 
minus 20 percent of charges). 

(f) EFFECTIVE DATES.—
(1) REINSTATEMENT OF PIP.—The amend-

ments made by subsection (a) shall apply to 
payments made on or after January 1, 2003. 

(2) PHYSICIAN PAYMENT ADJUSTMENT CONDI-
TION.—The amendment made by subsection 
(b) shall be effective as if included in the en-
actment of section 403(d) of the Medicare, 
Medicaid, and SCHIP Balanced Budget Re-
finement Act of 1999 (113 Stat. 1501A–371). 

(3) FLEXIBILITY IN BED LIMITATION.—The 
amendments made by subsection (c) shall 
apply to designations made on or after Janu-
ary 1, 2003, but shall not apply to critical ac-
cess hospitals that were designated as of 
such date. 

SEC. 306. EXTENSION OF TEMPORARY INCREASE 
FOR HOME HEALTH SERVICES FUR-
NISHED IN A RURAL AREA. 

(a) IN GENERAL.—Section 508(a) of BIPA 
(114 Stat. 2763A–533) is amended—

(1) by striking ‘‘24-MONTH INCREASE BEGIN-
NING APRIL 1, 2001’’ and inserting ‘‘IN GEN-
ERAL’’; and 

(2) by striking ‘‘April 1, 2003’’ and inserting 
‘‘January 1, 2005’’. 

(b) CONFORMING AMENDMENT.—Section 
547(c)(2) of BIPA (114 Stat. 2763A–553) is 
amended by striking ‘‘the period beginning 
on April 1, 2001, and ending on September 30, 
2002,’’ and inserting ‘‘a period under such 
section’’. 
SEC. 307. REFERENCE TO 10 PERCENT INCREASE 

IN PAYMENT FOR HOSPICE CARE 
FURNISHED IN A FRONTIER AREA 
AND RURAL HOSPICE DEMONSTRA-
TION PROJECT. 

For—
(1) provision of 10 percent increase in pay-

ment for hospice care furnished in a frontier 
area, see section 422; and 

(2) provision of a rural hospice demonstra-
tion project, see section 423. 
SEC. 308. REFERENCE TO PRIORITY FOR HOS-

PITALS LOCATED IN RURAL OR 
SMALL URBAN AREAS IN REDIS-
TRIBUTION OF UNUSED GRADUATE 
MEDICAL EDUCATION RESIDENCIES. 

For provision providing priority for hos-
pitals located in rural or small urban areas 
in redistribution of unused graduate medical 
education residencies, see section 611. 
SEC. 309. GAO STUDY OF GEOGRAPHIC DIF-

FERENCES IN PAYMENTS FOR PHY-
SICIANS’ SERVICES. 

(a) STUDY.—The Comptroller General of 
the United States shall conduct a study of 
differences in payment amounts under the 
physician fee schedule under section 1848 of 
the Social Security Act (42 U.S.C. 1395w–4) 
for physicians’ services in different geo-
graphic areas. Such study shall include—

(1) an assessment of the validity of the geo-
graphic adjustment factors used for each 
component of the fee schedule; 

(2) an evaluation of the measures used for 
such adjustment, including the frequency of 
revisions; and 

(3) an evaluation of the methods used to 
determine professional liability insurance 
costs used in computing the malpractice 
component, including a review of increases 
in professional liability insurance premiums 
and variation in such increases by State and 
physician specialty and methods used to up-
date the geographic cost of practice index 
and relative weights for the malpractice 
component. 

(b) REPORT.—Not later than 1 year after 
the date of the enactment of this Act, the 
Comptroller General shall submit to Con-
gress a report on the study conducted under 
subsection (a). The report shall include rec-
ommendations regarding the use of more 
current data in computing geographic cost of 
practice indices as well as the use of data di-
rectly representative of physicians’ costs 
(rather than proxy measures of such costs). 
SEC. 310. PROVIDING SAFE HARBOR FOR CER-

TAIN COLLABORATIVE EFFORTS 
THAT BENEFIT MEDICALLY UNDER-
SERVED POPULATIONS. 

(a) IN GENERAL.—Section 1128B(b)(3) (42 
U.S.C. 1320a–7(b)(3)), as amended by section 
101(b)(2), is amended—

(1) in subparagraph (F), by striking ‘‘and’’ 
after the semicolon at the end; 

(2) in subparagraph (G), by striking the pe-
riod at the end and inserting ‘‘; and’’; and 

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

‘‘(H) any remuneration between a public or 
nonprofit private health center entity de-
scribed under clause (i) or (ii) of section 
1905(l)(2)(B) and any individual or entity pro-

viding goods, items, services, donations or 
loans, or a combination thereof, to such 
health center entity pursuant to a contract, 
lease, grant, loan, or other agreement, if 
such agreement contributes to the ability of 
the health center entity to maintain or in-
crease the availability, or enhance the qual-
ity, of services provided to a medically un-
derserved population served by the health 
center entity.’’. 

(b) RULEMAKING FOR EXCEPTION FOR 
HEALTH CENTER ENTITY ARRANGEMENTS.—

(1) ESTABLISHMENT.—
(A) IN GENERAL.—The Secretary of Health 

and Human Services (in this subsection re-
ferred to as the ‘‘Secretary’’) shall establish, 
on an expedited basis, standards relating to 
the exception described in section 
1128B(b)(3)(H) of the Social Security Act, as 
added by subsection (a), for health center en-
tity arrangements to the antikickback pen-
alties. 

(B) FACTORS TO CONSIDER.—The Secretary 
shall consider the following factors, among 
others, in establishing standards relating to 
the exception for health center entity ar-
rangements under subparagraph (A): 

(i) Whether the arrangement between the 
health center entity and the other party re-
sults in savings of Federal grant funds or in-
creased revenues to the health center entity. 

(ii) Whether the arrangement between the 
health center entity and the other party re-
stricts or limits a patient’s freedom of 
choice. 

(iii) Whether the arrangement between the 
health center entity and the other party pro-
tects a health care professional’s inde-
pendent medical judgment regarding medi-
cally appropriate treatment.

The Secretary may also include other stand-
ards and criteria that are consistent with 
the intent of Congress in enacting the excep-
tion established under this section. 

(2) INTERIM FINAL EFFECT.—No later than 
180 days after the date of enactment of this 
Act, the Secretary shall publish a rule in the 
Federal Register consistent with the factors 
under paragraph (1)(B). Such rule shall be ef-
fective and final immediately on an interim 
basis, subject to such change and revision, 
after public notice and opportunity (for a pe-
riod of not more than 60 days) for public 
comment, as is consistent with this sub-
section. 
SEC. 311. RELIEF FOR CERTAIN NON-TEACHING 

HOSPITALS. 
(a) IN GENERAL.—In the case of a non-

teaching hospital that meets the condition 
of subsection (b), for its cost reporting period 
beginning in each of fiscal years 2003, 2004, 
and 2005 the amount of payment made to the 
hospital under section 1886(d) of the Social 
Security Act for discharges occurring during 
such fiscal year only shall be increased as 
though the applicable percentage increase 
(otherwise applicable to discharges occurring 
during such fiscal year under section 
1886(b)(3)(B)(i) of the Social Security Act (42 
U.S.C. 1395ww(b)(3)(B)(i)) had been increased 
by 5 percentage points. The previous sen-
tence shall be applied for each such fiscal 
year separately without regard to its appli-
cation in a previous fiscal year and shall not 
affect payment for discharges for any hos-
pital occurring during a fiscal year after fis-
cal year 2005. 

(b) CONDITION.—A non-teaching hospital 
meets the condition of this paragraph if—

(1) it is located in a rural area and the 
amount of the aggregate payments under 
subsection (d) of such section for non-teach-
ing hospitals located in rural areas in the 
State for their cost reporting periods begin-
ning during fiscal year 1999 is less than the 
aggregate allowable operating costs of inpa-
tient hospital services (as defined in section 
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1886(a)(4) of such Act) for all such hospitals 
in such areas in such State with respect to 
such cost reporting periods; or 

(2) it is located in an urban area and the 
amount of the aggregate payments under 
subsection (d) of such section for non-teach-
ing hospitals located in urban areas in the 
State for their cost reporting periods begin-
ning during fiscal year 1999 is less than 103 
percent of the aggregate allowable operating 
costs of inpatient hospital services (as de-
fined in section 1886(a)(4) of such Act) for all 
such hospitals in such areas in such State 
with respect to such cost reporting periods. 
The amounts under paragraphs (1) and (2) 
shall be determined by the Secretary of 
Health and Human Services based on data of 
the Medicare Payment Advisory Commis-
sion. 

(c) DEFINITIONS.—For purposes of this sec-
tion: 

(1) NON-TEACHING HOSPITAL.—The term 
‘‘non-teaching hospital’’ means, for a cost re-
porting period, a subsection (d) hospital (as 
defined in section 1886(d)(1)(B) of the Social 
Security Act, 42 U.S.C. 1395ww(d)(1)(B))) that 
is not receiving any additional payment 
under section 1886(d)(5)(B) of such Act (42 
U.S.C. 1395ww(d)(5)(B)) or a payment under 
section 1886(h) of such Act (42 U.S.C. 
1395ww(h)) for discharges occurring during 
the period. 

(2) RURAL; URBAN.—The terms ‘‘rural’’ and 
‘‘urban’’ have the meanings given such terms 
for purposes of section 1886(d) of the Social 
Security Act (42 U.S.C. 1395ww(d)). 

TITLE IV—PROVISIONS RELATING TO 
PART A 

Subtitle A—Inpatient Hospital Services 
SEC. 401. REVISION OF ACUTE CARE HOSPITAL 

PAYMENT UPDATES. 
Subclause (XVIII) of section 1886(b)(3)(B)(i) 

(42 U.S.C. 1395ww(b)(3)(B)(i)) is amended to 
read as follows: 

‘‘(XVIII) for fiscal year 2003, the market 
basket percentage increase for sole commu-
nity hospitals and such increase minus 0.25 
percentage points for other hospitals, and’’. 
SEC. 402. FREEZE IN LEVEL OF ADJUSTMENT FOR 

INDIRECT COSTS OF MEDICAL EDU-
CATION (IME) THROUGH FISCAL 
YEAR 2007. 

Section 1886(d)(5)(B)(ii) (42 U.S.C. 
1395ww(d)(5)(B)(ii)) is amended—

(1) in subclause (VI), by inserting ‘‘and 
each succeeding fiscal year through fiscal 
year 2007’’ after ‘‘2002’’; and 

(2) in subclause (VII), by striking ‘‘2002’’ 
and inserting ‘‘2007’’. 
SEC. 403. RECOGNITION OF NEW MEDICAL TECH-

NOLOGIES UNDER INPATIENT HOS-
PITAL PPS. 

(a) IMPROVING TIMELINESS OF DATA COLLEC-
TION.—Section 1886(d)(5)(K) (42 U.S.C. 
1395ww(d)(5)(K)) is amended by adding at the 
end the following new clause: 

‘‘(vii) Under the mechanism under this sub-
paragraph, the Secretary shall provide for 
the addition of new diagnosis and procedure 
codes in April 1 of each year, but the addi-
tion of such codes shall not require the Sec-
retary to adjust the payment (or diagnosis-
related group classification) under this sub-
section until the fiscal year that begins after 
such date.’’. 

(b) ELIGIBILITY STANDARD.—
(1) MINIMUM PERIOD FOR RECOGNITION OF 

NEW TECHNOLOGIES.—Section 1886(d)(5)(K)(vi) 
(42 U.S.C. 1395ww(d)(5)(K)(vi)) is amended—

(A) by inserting ‘‘(I)’’ after ‘‘(vi)’’; and 
(B) by adding at the end the following new 

subclause: 
‘‘(II) Under such criteria, a service or tech-

nology shall not be denied treatment as a 
new service or technology on the basis of the 
period of time in which the service or tech-
nology has been in use if such period ends be-

fore the end of the 2-to-3-year period that be-
gins on the effective date of implementation 
of a code under ICD–9–CM (or a successor 
coding methodology) that enables the identi-
fication of a significant sample of specific 
discharges in which the service or tech-
nology has been used.’’. 

(2) ADJUSTMENT OF THRESHOLD.—Section 
1886(d)(5)(K)(ii)(I) (42 U.S.C. 
1395ww(d)(5)(K)(ii)(I)) is amended by insert-
ing ‘‘(applying a threshold specified by the 
Secretary that is the lesser of 50 percent of 
the national average standardized amount 
for operating costs of inpatient hospital 
services for all hospitals and all diagnosis-re-
lated groups or one standard deviation for 
the diagnosis-related group involved)’’ after 
‘‘is inadequate’’. 

(3) CRITERION FOR SUBSTANTIAL IMPROVE-
MENT.—Section 1886(d)(5)(K)(vi) (42 U.S.C. 
1395ww(d)(5)(K)(vi)), as amended by para-
graph (1), is further amended by adding at 
the end the following subclause: 

‘‘(III) The Secretary shall by regulation 
provide for further clarification of the cri-
teria applied to determine whether a new 
service or technology represents an advance 
in medical technology that substantially im-
proves the diagnosis or treatment of bene-
ficiaries. Under such criteria, in determining 
whether a new service or technology rep-
resents an advance in medical technology 
that substantially improves the diagnosis or 
treatment of beneficiaries, the Secretary 
shall deem a service or technology as meet-
ing such requirement if the service or tech-
nology is a drug or biological that is des-
ignated under section 506 or 526 of the Fed-
eral Food, Drug, and Cosmetic Act, approved 
under section 314.510 or 601.41 of title 21, Code 
of Federal Regulations, or designated for pri-
ority review when the marketing application 
for such drug or biological was filed or is a 
medical device for which an exemption has 
been granted under section 520(m) of such 
Act, or for which priority review has been 
provided under section 515(d)(5) of such 
Act.’’. 

(4) PROCESS FOR PUBLIC INPUT.—Section 
1886(d)(5)(K) (42 U.S.C. 1395ww(d)(5)(K)), as 
amended by paragraph (1), is amended—

(A) in clause (i), by adding at the end the 
following: ‘‘Such mechanism shall be modi-
fied to meet the requirements of clause 
(viii).’’; and 

(B) by adding at the end the following new 
clause: 

‘‘(viii) The mechanism established pursu-
ant to clause (i) shall be adjusted to provide, 
before publication of a proposed rule, for 
public input regarding whether a new service 
or technology not described in the second 
sentence of clause (vi)(III) represents an ad-
vance in medical technology that substan-
tially improves the diagnosis or treatment of 
beneficiaries as follows: 

‘‘(I) The Secretary shall make public and 
periodically update a list of all the services 
and technologies for which an application for 
additional payment under this subparagraph 
is pending. 

‘‘(II) The Secretary shall accept comments, 
recommendations, and data from the public 
regarding whether the service or technology 
represents a substantial improvement. 

‘‘(III) The Secretary shall provide for a 
meeting at which organizations representing 
hospitals, physicians, medicare beneficiaries, 
manufacturers, and any other interested 
party may present comments, recommenda-
tions, and data to the clinical staff of the 
Centers for Medicare & Medicaid Services be-
fore publication of a notice of proposed rule-
making regarding whether service or tech-
nology represents a substantial improve-
ment.’’. 

(c) PREFERENCE FOR USE OF DRG ADJUST-
MENT.—Section 1886(d)(5)(K) (42 U.S.C. 

1395ww(d)(5)(K)) is further amended by add-
ing at the end the following new clause: 

‘‘(ix) Before establishing any add-on pay-
ment under this subparagraph with respect 
to a new technology, the Secretary shall 
seek to identify one or more diagnosis-re-
lated groups associated with such tech-
nology, based on similar clinical or anatom-
ical characteristics and the cost of the tech-
nology. Within such groups the Secretary 
shall assign an eligible new technology into 
a diagnosis-related group where the average 
costs of care most closely approximate the 
costs of care of using the new technology. In 
such case, no add-on payment under this sub-
paragraph shall be made with respect to such 
new technology and this clause shall not af-
fect the application of paragraph (4)(C)(iii).’’. 

(d) IMPROVEMENT IN PAYMENT FOR NEW 
TECHNOLOGY.—Section 1886(d)(5)(K)(ii)(III) (42 
U.S.C. 1395ww(d)(5)(K)(ii)(III)) is amended by 
inserting after ‘‘the estimated average cost 
of such service or technology’’ the following: 
‘‘(based on the marginal rate applied to costs 
under subparagraph (A))’’. 

(e) EFFECTIVE DATE.—
(1) IN GENERAL.—The Secretary shall im-

plement the amendments made by this sec-
tion so that they apply to classification for 
fiscal years beginning with fiscal year 2004. 

(2) RECONSIDERATIONS OF APPLICATIONS FOR 
FISCAL YEAR 2003 THAT ARE DENIED.—In the 
case of an application for a classification of 
a medical service or technology as a new 
medical service or technology under section 
1886(d)(5)(K) of the Social Security Act (42 
U.S.C. 1395ww(d)(5)(K)) that was filed for fis-
cal year 2003 and that is denied—

(A) the Secretary shall automatically re-
consider the application as an application 
for fiscal year 2004 under the amendments 
made by this section; and 

(B) the maximum time period otherwise 
permitted for such classification of the serv-
ice or technology shall be extended by 12 
months. 
SEC. 404. PHASE-IN OF FEDERAL RATE FOR HOS-

PITALS IN PUERTO RICO. 
Section 1886(d)(9) (42 U.S.C. 1395ww(d)(9)) is 

amended—
(1) in subparagraph (A)—
(A) in clause (i), by striking ‘‘for dis-

charges beginning on or after October 1, 1997, 
50 percent (and for discharges between Octo-
ber 1, 1987, and September 30, 1997, 75 per-
cent)’’ and inserting ‘‘the applicable Puerto 
Rico percentage (specified in subparagraph 
(E))’’; and 

(B) in clause (ii), by striking ‘‘for dis-
charges beginning in a fiscal year beginning 
on or after October 1, 1997, 50 percent (and for 
discharges between October 1, 1987, and Sep-
tember 30, 1997, 25 percent)’’ and inserting 
‘‘the applicable Federal percentage (specified 
in subparagraph (E))’’; and 

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

‘‘(E) For purposes of subparagraph (A), for 
discharges occurring—

‘‘(i) between October 1, 1987, and September 
30, 1997, the applicable Puerto Rico percent-
age is 75 percent and the applicable Federal 
percentage is 25 percent; 

‘‘(ii) on or after October 1, 1997, and before 
October 1, 2003, the applicable Puerto Rico 
percentage is 50 percent and the applicable 
Federal percentage is 50 percent; 

‘‘(iii) during fiscal year 2004, the applicable 
Puerto Rico percentage is 45 percent and the 
applicable Federal percentage is 55 percent; 

‘‘(iv) during fiscal year 2005, the applicable 
Puerto Rico percentage is 40 percent and the 
applicable Federal percentage is 60 percent; 

‘‘(v) during fiscal year 2006, the applicable 
Puerto Rico percentage is 35 percent and the 
applicable Federal percentage is 65 percent; 

‘‘(vi) during fiscal year 2007, the applicable 
Puerto Rico percentage is 30 percent and the 

VerDate May 23 2002 02:22 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00200 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.177 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSE H4311June 27, 2002
applicable Federal percentage is 70 percent; 
and 

‘‘(vii) on or after October 1, 2007, the appli-
cable Puerto Rico percentage is 25 percent 
and the applicable Federal percentage is 75 
percent.’’. 
SEC. 405. REFERENCE TO PROVISION RELATING 

TO ENHANCED DISPROPORTIONATE 
SHARE HOSPITAL (DSH) PAYMENTS 
FOR RURAL HOSPITALS AND URBAN 
HOSPITALS WITH FEWER THAN 100 
BEDS. 

For provision enhancing disproportionate 
share hospital (DSH) treatment for rural 
hospitals and urban hospitals with fewer 
than 100 beds, see section 302. 
SEC. 406. REFERENCE TO PROVISION RELATING 

TO 2-YEAR PHASED-IN INCREASE IN 
THE STANDARDIZED AMOUNT IN 
RURAL AND SMALL URBAN AREAS 
TO ACHIEVE A SINGLE, UNIFORM 
STANDARDIZED AMOUNT. 

For provision phasing in over a 2-year pe-
riod an increase in the standardized amount 
for rural and small urban areas to achieve a 
single, uniform, standardized amount, see 
section 303. 
SEC. 407. REFERENCE TO PROVISION FOR MORE 

FREQUENT UPDATES IN THE 
WEIGHTS USED IN HOSPITAL MAR-
KET BASKET. 

For provision providing for more frequent 
updates in the weights used in hospital mar-
ket basket, see section 304. 
SEC. 408. REFERENCE TO PROVISION MAKING IM-

PROVEMENTS TO CRITICAL ACCESS 
HOSPITAL PROGRAM. 

For provision providing making improve-
ments to critical access hospital program, 
see section 305. 
Subtitle B—Skilled Nursing Facility Services 

SEC. 411. PAYMENT FOR COVERED SKILLED 
NURSING FACILITY SERVICES. 

(a) 5-YEAR EXTENSION OF TEMPORARY IN-
CREASE IN NURSING COMPONENT OF PPS FED-
ERAL RATE.—Section 312(a) of BIPA is 
amended by striking ‘‘, and before October 1, 
2002’’ and inserting ‘‘and before October 1, 
2007’’. 

(b) ADJUSTMENT TO RUGS FOR AIDS RESI-
DENTS.—

(1) IN GENERAL.—Paragraph (12) of section 
1888(e) (42 U.S.C. 1395yy(e)) is amended to 
read as follows: 

‘‘(12) ADJUSTMENT FOR RESIDENTS WITH 
AIDS.—

‘‘(A) IN GENERAL.—Subject to subparagraph 
(B), in the case of a resident of a skilled 
nursing facility who is afflicted with ac-
quired immune deficiency syndrome (AIDS), 
the per diem amount of payment otherwise 
applicable shall be increased by 128 percent 
to reflect increased costs associated with 
such residents. 

‘‘(B) SUNSET.—Subparagraph (A) shall not 
apply on and after such date as the Sec-
retary certifies that there is an appropriate 
adjustment in the case mix under paragraph 
(4)(G)(i) to compensate for the increased 
costs associated with residents described in 
such subparagraph.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to services 
furnished on or after October 1, 2003. 

Subtitle C—Hospice 
SEC. 421. COVERAGE OF HOSPICE CONSULTA-

TION SERVICES. 
(a) COVERAGE OF HOSPICE CONSULTATION 

SERVICES.—Section 1812(a) (42 U.S.C. 
1395d(a)) is amended—

(1) by striking ‘‘and’’ at the end of para-
graph (3); 

(2) by striking the period at the end of 
paragraph (4) and inserting ‘‘; and’’; and 

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

‘‘(5) for individuals who are terminally ill, 
have not made an election under subsection 

(d)(1), and have not previously received serv-
ices under this paragraph, services that are 
furnished by a physician who is the medical 
director or an employee of a hospice program 
and that consist of—

‘‘(A) an evaluation of the individual’s need 
for pain and symptom management; 

‘‘(B) counseling the individual with respect 
to end-of-life issues and care options; and 

‘‘(C) advising the individual regarding ad-
vanced care planning.’’. 

(b) PAYMENT.—Section 1814(i) (42 U.S.C. 
l395f(i)) is amended by adding at the end the 
following new paragraph: 

‘‘(4) The amount paid to a hospice program 
with respect to the services under section 
1812(a)(5) for which payment may be made 
under this part shall be equal to an amount 
equivalent to the amount established for an 
office or other outpatient visit for evalua-
tion and management associated with pre-
senting problems of moderate severity under 
the fee schedule established under section 
1848(b), other than the portion of such 
amount attributable to the practice expense 
component.’’. 

(c) CONFORMING AMENDMENT.—Section 
1861(dd)(2)(A)(i) (42 U.S.C. 1395x(dd)(2)(A)(i)) 
is amended by inserting before the comma at 
the end the following: ‘‘and services de-
scribed in section 1812(a)(5)’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to services 
provided by a hospice program on or after 
January 1, 2004. 
SEC. 422. 10 PERCENT INCREASE IN PAYMENT 

FOR HOSPICE CARE FURNISHED IN 
A FRONTIER AREA. 

(a) IN GENERAL.—Section 1814(i)(1) (42 
U.S.C. 1395f(i)(1)) is amended by adding at 
the end the following new subparagraph: 

‘‘(D) With respect to hospice care furnished 
in a frontier area on or after January 1, 2003, 
and before January 1, 2008, the payment 
rates otherwise established for such care 
shall be increased by 10 percent. For pur-
poses of this subparagraph, the term ‘fron-
tier area’ means a county in which the popu-
lation density is less than 7 persons per 
square mile.’’. 

(b) REPORT ON COSTS.—Not later than Jan-
uary 1, 2007, the Comptroller General of the 
United States shall submit to Congress a re-
port on the costs of furnishing hospice care 
in frontier areas. Such report shall include 
recommendations regarding the appropriate-
ness of extending, and modifying, the pay-
ment increase provided under the amend-
ment made by subsection (a). 
SEC. 423. RURAL HOSPICE DEMONSTRATION 

PROJECT. 
(a) IN GENERAL.—The Secretary shall con-

duct a demonstration project for the delivery 
of hospice care to medicare beneficiaries in 
rural areas. Under the project medicare 
beneficiaries who are unable to receive hos-
pice care in the home for lack of an appro-
priate caregiver are provided such care in a 
facility of 20 or fewer beds which offers, 
within its walls, the full range of services 
provided by hospice programs under section 
1861(dd) of the Social Security Act (42 U.S.C. 
1395x(dd)). 

(b) SCOPE OF PROJECT.—The Secretary 
shall conduct the project under this section 
with respect to no more than 3 hospice pro-
grams over a period of not longer than 5 
years each. 

(c) COMPLIANCE WITH CONDITIONS.—Under 
the demonstration project—

(1) the hospice program shall comply with 
otherwise applicable requirements, except 
that it shall not be required to offer services 
outside of the home or to meet the require-
ments of section 1861(dd)(2)(A)(iii) of the So-
cial Security Act; and 

(2) payments for hospice care shall be made 
at the rates otherwise applicable to such 
care under title XVIII of such Act.

The Secretary may require the program to 
comply with such additional quality assur-
ance standards for its provision of services in 
its facility as the Secretary deems appro-
priate. 

(d) REPORT.—Upon completion of the 
project, the Secretary shall submit a report 
to Congress on the project and shall include 
in the report recommendations regarding ex-
tension of such project to hospice programs 
serving rural areas. 

Subtitle D—Other Provisions 

SEC. 431. DEMONSTRATION PROJECT FOR USE OF 
RECOVERY AUDIT CONTRACTORS. 

(a) IN GENERAL.—The Secretary of Health 
and Human Services shall conduct a dem-
onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the use of recovery audit contrac-
tors under the Medicare Integrity Program 
in identifying and recouping overpayments 
under the medicare program for services for 
which payment is made under part A of title 
XVIII of the Social Security Act. Under the 
project—

(1) payment may be made to such a con-
tractor on a contingent basis; 

(2) a percentage of the amount recovered 
may be retained by the Secretary and shall 
be available to the program management ac-
count of the Centers for Medicare & Med-
icaid Services; and 

(3) the Secretary shall examine the effi-
cacy of such use with respect to duplicative 
payments, accuracy of coding, and other 
payment policies in which inaccurate pay-
ments arise. 

(b) SCOPE AND DURATION.—The project shall 
cover at least 2 States and at least 3 contrac-
tors and shall last for not longer than 3 
years. 

(c) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (a). 

(d) QUALIFICATIONS OF CONTRACTORS.—
(1) IN GENERAL.—The Secretary shall enter 

into a recovery audit contract under this 
section with an entity only if the entity has 
staff that has knowledge of and experience 
with the payment rules and regulations 
under the medicare program or the entity 
has or will contract with another entity that 
has such knowledgeable and experienced 
staff. 

(2) INELIGIBILITY OF CERTAIN CONTRAC-
TORS.—The Secretary may not enter into a 
recovery audit contract under this section 
with an entity to the extent that the entity 
is a fiscal intermediary under section 1816 of 
the Social Security Act (42 U.S.C. 1395h), a 
carrier under section 1842 of such Act (42 
U.S.C. 1395u), or a Medicare Administrative 
Contractor under section 1874A of such Act, 
or any other entity that carries out the type 
of activities with respect to providers of 
services under part A that would constitute 
a conflict of interest, as determined by the 
Secretary. 

(3) PREFERENCE FOR ENTITIES WITH DEM-
ONSTRATED PROFICIENCY WITH PRIVATE INSUR-
ERS.—In awarding contracts to recovery 
audit contractors under this section, the 
Secretary shall give preference to those enti-
ties that the Secretary determines have 
demonstrated proficiency in recovery audits 
with private insurers or under the medicaid 
program under title XIX of such Act. 

(e) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress a 
report on the project not later than 6 months 
after the date of its completion. Such reports 
shall include information on the impact of 
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the project on savings to the medicare pro-
gram and recommendations on the cost-ef-
fectiveness of extending or expanding the 
project. 
TITLE V—PROVISIONS RELATING TO PART 

B 
Subtitle A—Physicians’ Services 

SEC. 501. REVISION OF UPDATES FOR PHYSI-
CIANS’ SERVICES. 

(a) UPDATE FOR 2003 THROUGH 2006.—
(1) IN GENERAL.—Section 1848(d) (42 U.S.C. 

1395w–4(d)) is amended by adding at the end 
the following new paragraphs: 

‘‘(5) UPDATE FOR 2003.—The update to the 
single conversion factor established in para-
graph (1)(C) for 2003 is 2 percent. 

‘‘(6) SPECIAL RULES FOR UPDATE FOR 2004, 
2005, AND 2006.—The following rules apply in 
determining the update adjustment factors 
under paragraph (4)(B) for 2004, 2005, and 2006: 

‘‘(A) USE OF 2002 DATA IN DETERMINING AL-
LOWABLE COSTS.—

‘‘(i) The reference in clause (ii)(I) of such 
paragraph to April 1, 1996, is deemed to be a 
reference to January 1, 2002. 

‘‘(ii) The allowed expenditures for 2002 is 
deemed to be equal to the actual expendi-
tures for physicians’ services furnished dur-
ing 2002, as estimated by the Secretary. 

‘‘(B) 1 PERCENTAGE POINT INCREASE IN GDP 
UNDER SGR.—The annual average percentage 
growth in real gross domestic product per 
capita under subsection (f)(2)(C) for each of 
2003, 2004, 2005, and 2006 is deemed to be in-
creased by 1 percentage point.’’. 

(2) CONFORMING AMENDMENT.—Paragraph 
(4)(B) of such section is amended, in the mat-
ter before clause (i), by inserting ‘‘and para-
graph (6)’’ after ‘‘subparagraph (D)’’. 

(3) NOT TREATED AS CHANGE IN LAW AND 
REGULATION IN SUSTAINABLE GROWTH RATE DE-
TERMINATION.—The amendments made by 
this subsection shall not be treated as a 
change in law for purposes of applying sec-
tion 1848(f)(2)(D) of the Social Security Act 
(42 U.S.C. 1395w–4(f)(2)(D)). 

(b) USE OF 10-YEAR ROLLING AVERAGE IN 
COMPUTING GROSS DOMESTIC PRODUCT.—

(1) IN GENERAL.—Section 1848(f)(2)(C) (42 
U.S.C. 1395w–4(f)(2)(C)) is amended—

(A) by striking ‘‘projected’’ and inserting 
‘‘annual average’’; and 

(B) by striking ‘‘from the previous applica-
ble period to the applicable period involved’’ 
and inserting ‘‘during the 10-year period end-
ing with the applicable period involved’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to com-
putations of the sustainable growth rate for 
years beginning with 2002. 

(c) ELIMINATION OF TRANSITIONAL ADJUST-
MENT.—Section 1848(d)(4)(F) (42 U.S.C. 1395w–
4(d)(4)(F)) is amended by striking ‘‘subpara-
graph (A)’’ and all that follows and inserting 
‘‘subparagraph (A), for each of 2001 and 2002, 
of ¥0.2 percent.’’
SEC. 502. STUDIES ON ACCESS TO PHYSICIANS’ 

SERVICES. 
(a) GAO STUDY ON BENEFICIARY ACCESS TO 

PHYSICIANS’ SERVICES.—
(1) STUDY.—The Comptroller General of the 

United States shall conduct a study on ac-
cess of medicare beneficiaries to physicians’ 
services under the medicare program. The 
study shall include—

(A) an assessment of the use by bene-
ficiaries of such services through an analysis 
of claims submitted by physicians for such 
services under part B of the medicare pro-
gram; 

(B) an examination of changes in the use 
by beneficiaries of physicians’ services over 
time; 

(C) an examination of the extent to which 
physicians are not accepting new medicare 
beneficiaries as patients. 

(2) REPORT.—Not later than 18 months 
after the date of the enactment of this Act, 

the Comptroller General shall submit to 
Congress a report on the study conducted 
under paragraph (1). The report shall include 
a determination whether—

(A) data from claims submitted by physi-
cians under part B of the medicare program 
indicate potential access problems for medi-
care beneficiaries in certain geographic 
areas; and 

(B) access by medicare beneficiaries to 
physicians’ services may have improved, re-
mained constant, or deteriorated over time. 

(b) STUDY AND REPORT ON SUPPLY OF PHYSI-
CIANS.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to conduct a study on 
the adequacy of the supply of physicians (in-
cluding specialists) in the United States and 
the factors that affect such supply. 

(2) REPORT TO CONGRESS.—Not later than 2 
years after the date of enactment of this sec-
tion, the Secretary shall submit to Congress 
a report on the results of the study described 
in paragraph (1), including any recommenda-
tions for legislation. 
SEC. 503. MEDPAC REPORT ON PAYMENT FOR 

PHYSICIANS’ SERVICES. 
Not later than 1 year after the date of the 

enactment of this Act, the Medicare Pay-
ment Advisory Commission shall submit to 
Congress a report on the effect of refine-
ments to the practice expense component of 
payments for physicians’ services in the case 
of services for which there are no physician 
work relative value units, after the transi-
tion to a full resource-based payment system 
in 2002, under section 1848 of the Social Secu-
rity Act (42 U.S.C. 1395w–4). Such report shall 
examine the following matters by physician 
specialty: 

(1) The effect of such refinements on pay-
ment for physicians’ services. 

(2) The interaction of the practice expense 
component with other components of and ad-
justments to payment for physicians’ serv-
ices under such section. 

(3) The appropriateness of the amount of 
compensation by reason of such refinements. 

(4) The effect of such refinements on access 
to care by medicare beneficiaries to physi-
cians’ services. 

(5) The effect of such refinements on physi-
cian participation under the medicare pro-
gram. 
SEC. 504. 1-YEAR EXTENSION OF TREATMENT OF 

CERTAIN PHYSICIAN PATHOLOGY 
SERVICES UNDER MEDICARE. 

Section 542(c) of BIPA is amended by strik-
ing ‘‘2-year period’’ and inserting ‘‘3-year pe-
riod’’. 
SEC. 505. PHYSICIAN FEE SCHEDULE WAGE 

INDEX REVISION. 
(a) IN GENERAL.—Notwithstanding any 

other provision of law, for purposes of pay-
ment under the physician fee schedule under 
section 1848 of the Social Security Act (42 
U.S.C. 1395w–4) for physicians’ services fur-
nished during 2004, in no case may the work 
geographic index otherwise calculated under 
section 1848(e)(1)(A)(iii) of such Act (42 
U.S.C. 1395w–4(e)(1)(A)(iii)) be less than 0.985. 

(b) EXEMPTION FROM LIMITATION ON ANNUAL 
ADJUSTMENTS.—The increase in expenditures 
attributable to subsection (a) during 2004 
shall not be taken into account in applying 
section 1848(c)(2)(B)(ii)(II) of such Act (42 
U.S.C. 1395w–4(c)(2)(B)(ii)(II)) for that year. 

(c) GAO REPORT.—
(1) STUDY.—The Comptroller General of the 

United States shall conduct a study to evalu-
ate the following: 

(A) The economic basis of the current 
methodology for geographic adjustment of 
the work component of the physician pay-
ment rate under the physician fee schedule 
under section 1848 of the Social Security Act 
(42 U.S.C. 1395w–4). 

(B) Whether the adjustment under sub-
section (a) should be continued, and whether 
there is an economic basis for the continu-
ation of such adjustment, in those areas in 
which the adjustment applies. 

(C) The effect of the methodology on physi-
cian location and retention in areas affected 
by such adjustment. 

(D) The differences in recruitment costs 
and retention rates for physicians, including 
specialists, between large urban areas and 
other areas. 

(E) The mobility of physicians, including 
specialists, over the last decade. 

(F) The effect of raising the floor of the ge-
ographic index to a value of 1.0 for adjust-
ment of the work component. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than 1 year after the date of the enact-
ment of this Act. 

Subtitle B—Other Services 
SEC. 511. COMPETITIVE ACQUISITION OF CER-

TAIN ITEMS AND SERVICES. 

(a) IN GENERAL.—Section 1847 (42 U.S.C. 
1395w–3) is amended to read as follows: 

‘‘COMPETITIVE ACQUISITION OF CERTAIN ITEMS 
AND SERVICES 

‘‘SEC. 1847. (a) ESTABLISHMENT OF COMPETI-
TIVE ACQUISITION PROGRAMS.—

‘‘(1) IMPLEMENTATION OF PROGRAMS.—
‘‘(A) IN GENERAL.—The Secretary shall es-

tablish and implement programs under 
which, beginning in 2008, competitive acqui-
sition areas are established throughout the 
United States for contract award purposes 
for the furnishing under this part of competi-
tively priced items and services (described in 
paragraph (2)) for which payment is made 
under this part. Such areas may differ for 
different items and services. 

‘‘(B) PHASED-IN IMPLEMENTATION.—The pro-
grams shall be phased-in among competitive 
acquisition areas over a period of not longer 
than 3 years in a manner so that the com-
petition under the programs occurs in—

‘‘(i) at least 1⁄3 of such areas in 2008; and 
‘‘(ii) at least 2⁄3 of such areas in 2009. 
‘‘(C) WAIVER OF CERTAIN PROVISIONS.—In 

carrying out the programs, the Secretary 
may waive such provisions of the Federal Ac-
quisition Regulation as are necessary for the 
efficient implementation of this section, 
other than provisions relating to confiden-
tiality of information and such other provi-
sions as the Secretary determines appro-
priate. 

‘‘(2) ITEMS AND SERVICES DESCRIBED.—The 
items and services referred to in paragraph 
(1) are the following: 

‘‘(A) DURABLE MEDICAL EQUIPMENT AND IN-
HALATION DRUGS USED IN CONNECTION WITH DU-
RABLE MEDICAL EQUIPMENT.—Covered items 
(as defined in section 1834(a)(13)) for which 
payment is otherwise made under section 
1834(a), other than items used in infusion, 
and inhalation drugs used in conjunction 
with durable medical equipment. 

‘‘(B) OFF-THE-SHELF ORTHOTICS.—Orthotics 
(described in section 1861(s)(9)) for which 
payment is otherwise made under section 
1834(h) which require minimal self-adjust-
ment for appropriate use and does not re-
quire expertise in trimming, bending, mold-
ing, assembling, or customizing to fit to the 
patient. 

‘‘(3) EXEMPTION AUTHORITY.—In carrying 
out the programs under this section, the Sec-
retary may exempt—

‘‘(A) areas that are not competitive due to 
low population density; and 

‘‘(B) items and services for which the appli-
cation of competitive acquisition is not like-
ly to result in significant savings. 

‘‘(b) PROGRAM REQUIREMENTS.—
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‘‘(1) IN GENERAL.—The Secretary shall con-

duct a competition among entities supplying 
items and services described in subsection 
(a)(2) for each competitive acquisition area 
in which the program is implemented under 
subsection (a) with respect to such items and 
services. 

‘‘(2) CONDITIONS FOR AWARDING CONTRACT.—
‘‘(A) IN GENERAL.—The Secretary may not 

award a contract to any entity under the 
competition conducted in an competitive ac-
quisition area pursuant to paragraph (1) to 
furnish such items or services unless the 
Secretary finds all of the following: 

‘‘(i) The entity meets quality and financial 
standards specified by the Secretary or de-
veloped by accreditation entities or organi-
zations recognized by the Secretary. 

‘‘(ii) The total amounts to be paid under 
the contract (including costs associated with 
the administration of the contract) are ex-
pected to be less than the total amounts that 
would otherwise be paid. 

‘‘(iii) Beneficiary access to a choice of mul-
tiple suppliers in the area is maintained. 

‘‘(iv) Beneficiary liability is limited to the 
applicable percentage of contract award 
price. 

‘‘(B) QUALITY STANDARDS.—The quality 
standards specified under subparagraph 
(A)(i) shall not be less than the quality 
standards that would otherwise apply if this 
section did not apply and shall include con-
sumer services standards. The Secretary 
shall consult with an expert outside advisory 
panel composed of an appropriate selection 
of representatives of physicians, practi-
tioners, and suppliers to review (and advise 
the Secretary concerning) such quality 
standards. 

‘‘(3) CONTENTS OF CONTRACT.—
‘‘(A) IN GENERAL.—A contract entered into 

with an entity under the competition con-
ducted pursuant to paragraph (1) is subject 
to terms and conditions that the Secretary 
may specify. 

‘‘(B) TERM OF CONTRACTS.—The Secretary 
shall rebid contracts under this section not 
less often than once every 3 years. 

‘‘(4) LIMIT ON NUMBER OF CONTRACTORS.—
‘‘(A) IN GENERAL.—The Secretary may 

limit the number of contractors in a com-
petitive acquisition area to the number 
needed to meet projected demand for items 
and services covered under the contracts. In 
awarding contracts, the Secretary shall take 
into account the ability of bidding entities 
to furnish items or services in sufficient 
quantities to meet the anticipated needs of 
beneficiaries for such items or services in 
the geographic area covered under the con-
tract on a timely basis. 

‘‘(B) MULTIPLE WINNERS.—The Secretary 
shall award contracts to more than one enti-
ty submitting a bid in each area for an item 
or service. 

‘‘(5) PARTICIPATING CONTRACTORS.—Pay-
ment shall not be made for items and serv-
ices described in subsection (a)(2) furnished 
by a contractor and for which competition is 
conducted under this section unless—

‘‘(A) the contractor has submitted a bid for 
such items and services under this section; 
and 

‘‘(B) the Secretary has awarded a contract 
to the contractor for such items and services 
under this section. 

‘‘(6) AUTHORITY TO CONTRACT FOR EDU-
CATION, OUTREACH AND COMPLAINT SERVICES.—
The Secretary may enter into a contract 
with an appropriate entity to address com-
plaints from beneficiaries who receive items 
and services from an entity with a contract 
under this section and to conduct appro-
priate education of and outreach to such 
beneficiaries with respect to the program. 

‘‘(c) ANNUAL REPORTS.—The Secretary 
shall submit to Congress an annual manage-

ment report on the programs under this sec-
tion. Each such report shall include informa-
tion on savings, reductions in cost-sharing, 
access to items and services, and beneficiary 
satisfaction. 

‘‘(d) DEMONSTRATION PROJECT FOR CLINICAL 
LABORATORY SERVICES.—

‘‘(1) IN GENERAL.—The Secretary shall, be-
ginning in 2008, conduct a demonstration 
project on the application of competitive ac-
quisition under this section to clinical diag-
nostic laboratory tests—

‘‘(A) for which payment is otherwise made 
under section 1833(h) or 1834(d)(1) (relating to 
colorectal cancer screening tests); and 

‘‘(B) which are furnished without a face-to-
face encounter between the individual and 
the hospital or physician ordering the tests. 

‘‘(2) TERMS AND CONDITIONS.—Such project 
shall be under the same conditions as are ap-
plicable to items and services described in 
subsection (a)(2). 

‘‘(3) REPORT.—The Secretary shall submit 
to Congress—

‘‘(A) an initial report on the project not 
later than December 31, 2009; and 

‘‘(B) such progress and final reports on the 
project after such date as the Secretary de-
termines appropriate.’’. 

(b) CONTINUATION OF CERTAIN DEMONSTRA-
TION PROJECTS.—Notwithstanding the 
amendment made by subsection (a), with re-
spect to demonstration projects imple-
mented by the Secretary under section 1847 
of the Social Security Act (42 U.S.C. 1395w–
3) (relating to the establishment of competi-
tive acquisition areas) that was in effect on 
the day before the date of the enactment of 
this Act, each such demonstration project 
may continue under the same terms and con-
ditions applicable under that section as in 
effect on that date. 

(c) REPORT ON DIFFERENCES IN PAYMENT 
FOR LABORATORY SERVICES.—Not later than 
18 months after the date of the enactment of 
this Act, the Comptroller General of the 
United States shall submit to Congress a re-
port that analyzes differences in reimburse-
ment between public and private payors for 
clinical diagnostic laboratory services. 

(d) MEDPAC REPORT ON IMPACT OF DEM-
ONSTRATION PROJECTS ON BENEFICIARY AC-
CESS TO SERVICES.—Not later than 1 year 
after the date of the enactment of this Act, 
the Medicare Pyament Advisory Commission 
shall submit to Congress a report that ana-
lyzes the impact of demonstration projects 
carried out under section 1847 of the Social 
Security Act, as in effect on June 1, 2002, on 
access by medicare beneficiaries to durable 
medical equipment for which payment was 
made under the demonstration project. 
SEC. 512. PAYMENT FOR AMBULANCE SERVICES. 

(a) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—Section 1834(l) (42 U.S.C. 
1395m(l)) is amended—

(1) in paragraph (2)(E), by inserting ‘‘con-
sistent with paragraph (10)’’ after ‘‘in an effi-
cient and fair manner’’; 

(2) by redesignating the paragraph (8) 
added by section 221(a) of BIPA as paragraph 
(9); and 

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

‘‘(10) PHASE-IN PROVIDING FLOOR USING 
BLEND OF FEE SCHEDULE AND REGIONAL FEE 
SCHEDULES.—In carrying out the phase-in 
under paragraph (2)(E) for each level of serv-
ice furnished in a year before January 1, 2007, 
the portion of the payment amount that is 
based on the fee schedule shall not be less 
than the following blended rate of the fee 
schedule under paragraph (1) and of a re-
gional fee schedule for the region involved: 

‘‘(A) For 2003, the blended rate shall be 
based 20 percent on the fee schedule under 

paragraph (1) and 80 percent on the regional 
fee schedule. 

‘‘(B) For 2004, the blended rate shall be 
based 40 percent on the fee schedule under 
paragraph (1) and 60 percent on the regional 
fee schedule. 

‘‘(C) For 2005, the blended rate shall be 
based 60 percent on the fee schedule under 
paragraph (1) and 40 percent on the regional 
fee schedule. 

‘‘(D) For 2006, the blended rate shall be 
based 80 percent on the fee schedule under 
paragraph (1) and 20 percent on the regional 
fee schedule.

For purposes of this paragraph, the Sec-
retary shall establish a regional fee schedule 
for each of the 9 Census divisions using the 
methodology (used in establishing the fee 
schedule under paragraph (1)) to calculate a 
regional conversion factor and a regional 
mileage payment rate and using the same 
payment adjustments and the same relative 
value units as used in the fee schedule under 
such paragraph.’’. 

(b) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—Section 1834(l), as amended by 
subsection (a), is further amended by adding 
at the end the following new paragraph: 

‘‘(11) ADJUSTMENT IN PAYMENT FOR CERTAIN 
LONG TRIPS.—In the case of ground ambu-
lance services furnished on or after January 
1, 2003, and before January 1, 2008, regardless 
of where the transportation originates, the 
fee schedule established under this sub-
section shall provide that, with respect to 
the payment rate for mileage for a trip above 
50 miles the per mile rate otherwise estab-
lished shall be increased by 1⁄4 of the pay-
ment per mile otherwise applicable to such 
miles.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to ambu-
lance services furnished on or after January 
1, 2003. 
SEC. 513. 5-YEAR EXTENSION OF MORATORIUM 

ON THERAPY CAPS; PROVISIONS RE-
LATING TO REPORTS. 

(a) 5-YEAR EXTENSION OF MORATORIUM ON 
THERAPY CAPS.—Section 1833(g)(4) (42 U.S.C. 
1395l(g)(4)) is amended by striking ‘‘and 2002’’ 
and inserting ‘‘2002, 2003, 2004, 2005, 2006, and 
2007’’. 

(b) PROMPT SUBMISSION OF OVERDUE RE-
PORTS ON PAYMENT AND UTILIZATION OF OUT-
PATIENT THERAPY SERVICES.—Not later than 
December 31, 2002, the Secretary shall sub-
mit to Congress the reports required under 
section 4541(d)(2) of the Balanced Budget Act 
of 1997 (relating to alternatives to a single 
annual dollar cap on outpatient therapy) and 
under section 221(d) of the Medicare, Med-
icaid, and SCHIP Balanced Budget Refine-
ment Act of 1999 (relating to utilization pat-
terns for outpatient therapy). 

(c) IDENTIFICATION OF CONDITIONS AND DIS-
EASES JUSTIFYING WAIVER OF THERAPY CAP.—

(1) STUDY.—The Secretary shall request 
the Institute of Medicine of the National 
Academy of Sciences to identify conditions 
or diseases that should justify conducting an 
assessment of the need to waive the therapy 
caps under section 1833(g)(4) of the Social Se-
curity Act (42 U.S.C. 1395l(g)(4)). 

(2) REPORTS TO CONGRESS.—Not later than 
July 1, 2003, the Secretary shall submit to 
Congress a preliminary report on the condi-
tions and diseases identified under paragraph 
(1) and not later than September 1, 2003, a 
final report on the conditions and diseases so 
identified. 

(d) GAO STUDY OF PATIENT ACCESS TO 
PHYSICAL THERAPIST SERVICES.—

(1) STUDY.—The Comptroller General of the 
United States shall conduct a study on ac-
cess to physical therapist services in States 
authorizing such services without a physi-
cian referral and in States that require such 
a physician referral. The study shall—
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(A) examine the use of and referral pat-

terns for physical therapist services for pa-
tients age 50 and older in States that author-
ize such services without a physician referral 
and in States that require such a physician 
referral; 

(B) examine the use of and referral pat-
terns for physical therapist services for pa-
tients who are medicare beneficiaries; 

(C) examine the potential effect of prohib-
iting a physician from referring patients to 
physical therapy services owned by the phy-
sician and provided in the physician’s office; 

(D) examine the delivery of physical thera-
pists’ services within the facilities of Depart-
ment of Defense; and 

(E) analyze the potential impact on medi-
care beneficiaries and on expenditures under 
the medicare program of eliminating the 
need for a physician referral and physician 
certification for physical therapist services 
under the medicare program. 

(2) REPORT.—The Comptroller General 
shall submit to Congress a report on the 
study conducted under paragraph (1) by not 
later than 1 year after the date of the enact-
ment of this Act. 
SEC. 514. ACCELERATED IMPLEMENTATION OF 20 

PERCENT COINSURANCE FOR HOS-
PITAL OUTPATIENT DEPARTMENT 
(OPD) SERVICES; OTHER OPD PROVI-
SIONS. 

(a) ACCELERATED IMPLEMENTATION OF COIN-
SURANCE REDUCTIONS.—Section 
1833(t)(8)(C)(ii) (42 U.S.C. 1395l(t)(8)(C)(ii)) is 
amended by striking subclauses (III) through 
(V) and inserting the following: 

‘‘(III) For procedures performed in 2004, 45 
percent. 

‘‘(IV) For procedures performed in 2005, 40 
percent. 

‘‘(V) For procedures performed in 2006, 2007, 
2008 and 2009, 35 percent. 

‘‘(VI) For procedures performed in 2010, 30 
percent. 

‘‘(VII) For procedures performed in 2011, 25 
percent. 

‘‘(VIII) For procedures performed in 2012 
and thereafter, 20 percent.’’. 

(b) TREATMENT OF TEMPERATURE MON-
ITORED CRYOABLATION.—

(1) IN GENERAL.—Section 1833(t)(6)(A)(ii) (42 
U.S.C. 1395l(t)(6)(A)(ii)) is amended by strik-
ing ‘‘or temperature monitored 
cryoablation’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) applies to payment for 
services furnished on or after January 1, 2003. 
SEC. 515. COVERAGE OF AN INITIAL PREVENTIVE 

PHYSICAL EXAMINATION. 
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C. 

1395x(s)(2)), is amended—
(1) in subparagraph (U), by striking ‘‘and’’ 

at the end; 
(2) in subparagraph (V), by inserting ‘‘and’’ 

at the end; and 
(3) by adding at the end the following new 

subparagraph: 
‘‘(W) an initial preventive physical exam-

ination (as defined in subsection (ww));’’. 
(b) SERVICES DESCRIBED.—Section 1861 (42 

U.S.C. 1395x) is amended by adding at the end 
the following new subsection: 

‘‘Initial Preventive Physical Examination 
‘‘(ww) The term ‘initial preventive phys-

ical examination’ means physicians’ services 
consisting of a physical examination with 
the goal of health promotion and disease de-
tection and includes items and services spec-
ified by the Secretary in regulations.’’. 

(c) WAIVER OF DEDUCTIBLE AND COINSUR-
ANCE.—

(1) DEDUCTIBLE.—The first sentence of sec-
tion 1833(b) (42 U.S.C. 1395l(b)) is amended—

(A) by striking ‘‘and’’ before ‘‘(6)’’, and 
(B) by inserting before the period at the 

end the following: ‘‘, and (7) such deductible 

shall not apply with respect to an initial pre-
ventive physical examination (as defined in 
section 1861(ww))’’. 

(2) COINSURANCE.—Section 1833(a)(1) (42 
U.S.C. 1395l(a)(1)) is amended—

(A) in clause (N), by inserting ‘‘(or 100 per-
cent in the case of an initial preventive 
physical examination, as defined in section 
1861(ww))’’ after ‘‘80 percent’’; and 

(B) in clause (O), by inserting ‘‘(or 100 per-
cent in the case of an initial preventive 
physical examination, as defined in section 
1861(ww))’’ after ‘‘80 percent’’. 

(d) PAYMENT AS PHYSICIANS’ SERVICES.—
Section 1848(j)(3) (42 U.S.C. 1395w–4(j)(3)) is 
amended by inserting ‘‘(2)(W),’’ after 
‘‘(2)(S),’’. 

(e) OTHER CONFORMING AMENDMENTS.—Sec-
tion 1862(a) (42 U.S.C. 1395y(a)) is amended—

(1) in paragraph (1)—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (H); 
(B) by striking the semicolon at the end of 

subparagraph (I) and inserting ‘‘, and’’; and 
(C) by adding at the end the following new 

subparagraph: 
‘‘(J) in the case of an initial preventive 

physical examination, which is performed 
not later than 6 months after the date the in-
dividual’s first coverage period begins under 
part B;’’; and 

(2) in paragraph (7), by striking ‘‘or (H)’’ 
and inserting ‘‘(H), or (J)’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to services 
furnished on or after January 1, 2004, but 
only for individuals whose coverage period 
begins on or after such date. 
SEC. 516. RENAL DIALYSIS SERVICES. 

(a) REPORT ON DIFFERENCES IN COSTS IN 
DIFFERENT SETTINGS.—Not later than 1 year 
after the date of the enactment of this Act, 
the Comptroller General of the United States 
shall submit to Congress a report con-
taining—

(1) an analysis of the differences in costs of 
providing renal dialysis services under the 
medicare program in home settings and in 
facility settings; 

(2) an assessment of the percentage of over-
head costs in home settings and in facility 
settings; and 

(3) an evaluation of whether the charges 
for home dialysis supplies and equipment are 
reasonable and necessary. 

(b) RESTORING COMPOSITE RATE EXCEPTIONS 
FOR PEDIATRIC FACILITIES.—

(1) IN GENERAL.—Section 422(a)(2) of BIPA 
is amended—

(A) in subparagraph (A), by striking ‘‘and 
(C)’’ and inserting ‘‘, (C), and (D)’’; 

(B) in subparagraph (B), by striking ‘‘In 
the case’’ and inserting ‘‘Subject to subpara-
graph (D), in the case’’; and 

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

‘‘(D) INAPPLICABILITY TO PEDIATRIC FACILI-
TIES.—Subparagraphs (A) and (B) shall not 
apply, as of October 1, 2002, to pediatric fa-
cilities that do not have an exception rate 
described in subparagraph (C) in effect on 
such date. For purposes of this subpara-
graph, the term ‘pediatric facility’ means a 
renal facility at least 50 percent of whose pa-
tients are individuals under 18 years of age.’’. 

(2) CONFORMING AMENDMENT.—The fourth 
sentence of section 1881(b)(7) (42 U.S.C. 
1395rr(b)(7)) is amended by striking ‘‘The 
Secretary’’ and inserting ‘‘Subject to section 
422(a)(2) of the Medicare, Medicaid, and 
SCHIP Benefits Improvement and Protection 
Act of 2000, the Secretary’’. 

(c) INCREASE IN RENAL DIALYSIS COMPOSITE 
RATE FOR SERVICES FURNISHED IN 2004.—Not-
withstanding any other provision of law, 
with respect to payment under part B of title 
XVIII of the Social Security Act for renal di-

alysis services furnished in 2004, the com-
posite payment rate otherwise established 
under section 1881(b)(7) of such Act (42 U.S.C. 
1395rr(b)(7)) shall be increased by 1.2 percent. 
SEC. 517. IMPROVED PAYMENT FOR CERTAIN 

MAMMOGRAPHY SERVICES. 
(a) EXCLUSION FROM OPD FEE SCHEDULE.—

Section 1833(t)(1)(B)(iv) (42 U.S.C. 
1395l(t)(1)(B)(iv)) is amended by inserting be-
fore the period at the end the following: ‘‘and 
does not include screening mammography 
(as defined in section 1861(jj)) and unilateral 
and bilateral diagnostic mammography’’. 

(b) ADJUSTMENT TO TECHNICAL COMPO-
NENT.—For diagnostic mammography per-
formed on or after January 1, 2004, for which 
payment is made under the physician fee 
schedule under section 1848 of the Social Se-
curity Act (42 U.S.C. 1395w–4), the Secretary, 
based on the most recent cost data available, 
shall provide for an appropriate adjustment 
in the payment amount for the technical 
component of the diagnostic mammography. 

(c) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to mam-
mography performed on or after January 1, 
2004. 
SEC. 518. WAIVER OF PART B LATE ENROLLMENT 

PENALTY FOR CERTAIN MILITARY 
RETIREES; SPECIAL ENROLLMENT 
PERIOD. 

(a) WAIVER OF PENALTY.—
(1) IN GENERAL.—Section 1839(b) (42 U.S.C. 

1395r(b)) is amended by adding at the end the 
following new sentence: ‘‘No increase in the 
premium shall be effected for a month in the 
case of an individual who is 65 years of age 
or older, who enrolls under this part during 
2001, 2002, or 2003, and who demonstrates to 
the Secretary before December 31, 2003, that 
the individual is a covered beneficiary (as de-
fined in section 1072(5) of title 10, United 
States Code). The Secretary of Health and 
Human Services shall consult with the Sec-
retary of Defense in identifying individuals 
described in the previous sentence.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to pre-
miums for months beginning with January 
2003. The Secretary of Health and Human 
Services shall establish a method for pro-
viding rebates of premium penalties paid for 
months on or after January 2003 for which a 
penalty does not apply under such amend-
ment but for which a penalty was previously 
collected. 

(b) MEDICARE PART B SPECIAL ENROLLMENT 
PERIOD.—

(1) IN GENERAL.—In the case of any indi-
vidual who, as of the date of the enactment 
of this Act, is 65 years of age or older, is eli-
gible to enroll but is not enrolled under part 
B of title XVIII of the Social Security Act, 
and is a covered beneficiary (as defined in 
section 1072(5) of title 10, United States 
Code), the Secretary of Health and Human 
Services shall provide for a special enroll-
ment period during which the individual may 
enroll under such part. Such period shall 
begin as soon as possible after the date of the 
enactment of this Act and shall end on De-
cember 31, 2003. 

(2) COVERAGE PERIOD.—In the case of an in-
dividual who enrolls during the special en-
rollment period provided under paragraph 
(1), the coverage period under part B of title 
XVIII of the Social Security Act shall begin 
on the first day of the month following the 
month in which the individual enrolls. 
SEC. 519. COVERAGE OF CHOLESTEROL AND 

BLOOD LIPID SCREENING. 
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C. 

1395x(s)(2)), as amended by section 515(a), is 
amended—

(1) in subparagraph (V), by striking ‘‘and’’ 
at the end; 

(2) in subparagraph (W), by inserting ‘‘and’’ 
at the end; and 
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(3) by adding at the end the following new 

subparagraph: 
‘‘(X) cholesterol and other blood lipid 

screening tests (as defined in subsection 
(xx));’’. 

(b) SERVICES DESCRIBED.—Section 1861 (42 
U.S.C. 1395x), as amended by section 515(b), is 
amended by adding at the end the following 
new subsection: 

‘‘Cholesterol and Other Blood Lipid 
Screening Test 

‘‘(xx)(1) The term ‘cholesterol and other 
blood lipid screening test’ means diagnostic 
testing of cholesterol and other lipid levels 
of the blood for the purpose of early detec-
tion of abnormal cholesterol and other lipid 
levels. 

‘‘(2) The Secretary shall establish stand-
ards, in consultation with appropriate orga-
nizations, regarding the frequency and type 
of cholesterol and other blood lipid screening 
tests, except that such frequency may not be 
more often than once every 2 years.’’. 

(c) FREQUENCY.—Section 1862(a)(1) (42 
U.S.C. 1395y(a)(1)), as amended by section 
515(e), is amended 

(1) by striking ‘‘and’’ at the end of subpara-
graph (I); 

(2) by striking the semicolon at the end of 
subparagraph (J) and inserting ‘‘; and’’; and 

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

‘‘(K) in the case of a cholesterol and other 
blood lipid screening test (as defined in sec-
tion 1861(xx)(1)), which is performed more 
frequently than is covered under section 
1861(xx)(2).’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to tests fur-
nished on or after January 1, 2004. 

TITLE VI—PROVISIONS RELATING TO 
PARTS A AND B 

Subtitle A—Home Health Services 
SEC. 601. ELIMINATION OF 15 PERCENT REDUC-

TION IN PAYMENT RATES UNDER 
THE PROSPECTIVE PAYMENT SYS-
TEM. 

(a) IN GENERAL.—Section 1895(b)(3)(A) (42 
U.S.C. 1395fff(b)(3)(A)) is amended to read as 
follows: 

‘‘(A) INITIAL BASIS.—Under such system the 
Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts) as follows: 

‘‘(i) Such amount (or amounts) shall ini-
tially be based on the most current audited 
cost report data available to the Secretary 
and shall be computed in a manner so that 
the total amounts payable under the system 
for fiscal year 2001 shall be equal to the total 
amount that would have been made if the 
system had not been in effect and if section 
1861(v)(1)(L)(ix) had not been enacted. 

‘‘(ii) For fiscal year 2002 and for the first 
quarter of fiscal year 2003, such amount (or 
amounts) shall be equal to the amount (or 
amounts) determined under this paragraph 
for the previous fiscal year, updated under 
subparagraph (B). 

‘‘(iii) For 2003, such amount (or amounts) 
shall be equal to the amount (or amounts) 
determined under this paragraph for fiscal 
year 2002, updated under subparagraph (B) 
for 2003. 

‘‘(iv) For 2004 and each subsequent year, 
such amount (or amounts) shall be equal to 
the amount (or amounts) determined under 
this paragraph for the previous year, updated 
under subparagraph (B).

Each such amount shall be standardized in a 
manner that eliminates the effect of vari-
ations in relative case mix and area wage ad-
justments among different home health 
agencies in a budget neutral manner con-
sistent with the case mix and wage level ad-
justments provided under paragraph (4)(A). 

Under the system, the Secretary may recog-
nize regional differences or differences based 
upon whether or not the services or agency 
are in an urbanized area.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect as if 
included in the amendments made by section 
501 of the Medicare, Medicaid, and SCHIP 
Benefits Improvement and Protection Act of 
2000 (as enacted into law by section 1(a)(6) of 
Public Law 106–554). 
SEC. 602. UPDATE IN HOME HEALTH SERVICES. 

(a) CHANGE TO CALENDAR YEAR UPDATE.—
(1) IN GENERAL.—Section 1895(b) (42 U.S.C. 

1395fff(b)(3)) is amended—
(A) in paragraph (3)(B)(i)—
(i) by striking ‘‘each fiscal year (beginning 

with fiscal year 2002)’’ and inserting ‘‘fiscal 
year 2002 and for each subsequent year (be-
ginning with 2003)’’; and 

(ii) by inserting ‘‘or year’’ after ‘‘the fiscal 
year’’; 

(B) in paragraph (3)(B)(ii)—
(i) in subclause (II), by striking ‘‘fiscal 

year’’ and inserting ‘‘year’’ and by redesig-
nating such subclause as subclause (III); and 

(ii) in subclause (I), by striking ‘‘each of 
fiscal years 2002 and 2003’’ and inserting the 
following: ‘‘fiscal year 2002, the home health 
market basket percentage increase (as de-
fined in clause (iii)) minus 1.1 percentage 
points; 

‘‘(II) 2003’’; 
(C) in paragraph (3)(B)(iii), by inserting ‘‘or 

year’’ after ‘‘fiscal year’’ each place it ap-
pears; 

(D) in paragraph (3)(B)(iv)—
(i) by inserting ‘‘or year’’ after ‘‘fiscal 

year’’ each place it appears; and 
(ii) by inserting ‘‘or years’’ after ‘‘fiscal 

years’’; and 
(E) in paragraph (5), by inserting ‘‘or year’’ 

after ‘‘fiscal year’’. 
(2) TRANSITION RULE.—The standard pro-

spective payment amount (or amounts) 
under section 1895(b)(3) of the Social Secu-
rity Act for the calendar quarter beginning 
on October 1, 2002, shall be such amount (or 
amounts) for the previous calendar quarter. 

(b) CHANGES IN UPDATES FOR 2003, 2004, AND 
2005.—Section 1895(b)(3)(B)(ii) (42 U.S.C. 
1395fff(b)(3)(B)(ii)), as amended by subsection 
(a)(1)(B), is amended—

(1) in subclause (II), by striking ‘‘the home 
health market basket percentage increase 
(as defined in clause (iii)) minus 1.1 percent-
age points’’ and inserting ‘‘2.0 percentage 
points’’; 

(2) by striking ‘‘or’’ at the end of subclause 
(II); 

(3) by redesignating subclause (III) as sub-
clause (V); and 

(4) by inserting after subclause (II) the fol-
lowing new subclause: 

‘‘(III) 2004, 1.1 percentage points; 
‘‘(IV) 2005, 2.7 percentage points; or’’. 
(c) PAYMENT ADJUSTMENT.—
(1) IN GENERAL.—Section 1895(b)(5) (42 

U.S.C. 1395fff(b)(5)) is amended by striking ‘‘5 
percent’’ and inserting ‘‘3 percent’’. 

(2) EFFECTIVE DATE.—The amendment 
made by paragraph (1) shall apply to years 
beginning with 2003. 
SEC. 603. OASIS TASK FORCE; SUSPENSION OF 

CERTAIN OASIS DATA COLLECTION 
REQUIREMENTS PENDING TASK 
FORCE SUBMITTAL OF REPORT. 

(a) ESTABLISHMENT.—The Secretary of 
Health and Human Services shall establish 
and appoint a task force (to be known as the 
‘‘OASIS Task Force’’) to examine the data 
collection and reporting requirements under 
OASIS. For purposes of this section, the 
term ‘‘OASIS’’ means the Outcome and As-
sessment Information Set required by reason 
of section 4602(e) of Balanced Budget Act of 
1997 (42 U.S.C. 1395fff note). 

(b) COMPOSITION.—The OASIS Task Force 
shall be composed of the following: 

(1) Staff of the Centers for Medicare & 
Medicaid Services with expertise in post-
acute care. 

(2) Representatives of home health agen-
cies. 

(3) Health care professionals and research 
and health care quality experts outside the 
Federal Government with expertise in post-
acute care. 

(4) Advocates for individuals requiring 
home health services. 

(c) DUTIES.—
(1) REVIEW AND RECOMMENDATIONS.—The 

OASIS Task Force shall review and make 
recommendations to the Secretary regarding 
changes in OASIS to improve and simplify 
data collection for purposes of—

(A) assessing the quality of home health 
services; and 

(B) providing consistency in classification 
of patients into home health resource groups 
(HHRGs) for payment under section 1895 of 
the Social Security Act (42 U.S.C. 1395fff). 

(2) SPECIFIC ITEMS.—In conducting the re-
view under paragraph (1), the OASIS Task 
Force shall specifically examine—

(A) the 41 outcome measures currently in 
use; 

(B) the timing and frequency of data col-
lection; and 

(C) the collection of information on 
comorbidities and clinical indicators. 

(3) REPORT.—The OASIS Task Force shall 
submit a report to the Secretary containing 
its findings and recommendations for 
changes in OASIS by not later than 18 
months after the date of the enactment of 
this Act. 

(d) SUNSET.—The OASIS Task Force shall 
terminate 60 days after the date on which 
the report is submitted under subsection 
(c)(2). 

(e) NONAPPLICATION OF FACA.—The provi-
sions of the Federal Advisory Committee Act 
shall not apply to the OASIS Task Force. 

(f) SUSPENSION OF OASIS REQUIREMENT FOR 
COLLECTION OF DATA ON NON-MEDICARE AND 
NON-MEDICAID PATIENTS PENDING TASK 
FORCE REPORT.—

(1) IN GENERAL.—During the period de-
scribed in paragraph (2), the Secretary of 
Health and Human Services may not require, 
under section 4602(e) of the Balanced Budget 
Act of 1997 or otherwise under OASIS, a 
home health agency to gather or submit in-
formation that relates to an individual who 
is not eligible for benefits under either title 
XVIII or title XIX of the Social Security 
Act. 

(2) PERIOD OF SUSPENSION.—The period de-
scribed in this paragraph—

(A) begins on January 1, 2003, and 
(B) ends on the last day of the 2nd month 

beginning after the date the report is sub-
mitted under subsection (c)(2). 

SEC. 604. MEDPAC STUDY ON MEDICARE MAR-
GINS OF HOME HEALTH AGENCIES. 

(a) STUDY.—The Medicare Payment Advi-
sory Commission shall conduct a study of 
payment margins of home health agencies 
under the home health prospective payment 
system under section 1895 of the Social Secu-
rity Act (42 U.S.C. 1395fff). Such study shall 
examine whether systematic differences in 
payment margins are related to differences 
in case mix (as measured by home health re-
source groups (HHRGs)) among such agen-
cies. The study shall use the partial or full-
year cost reports filed by home health agen-
cies. 

(b) REPORT.—Not later than 2 years after 
the date of the enactment of this Act, the 
Commission shall submit to Congress a re-
port on the study under subsection (a). 

VerDate May 23 2002 02:22 Jun 29, 2002 Jkt 099060 PO 00000 Frm 00205 Fmt 4634 Sfmt 0634 E:\CR\FM\A27JN7.177 pfrm72 PsN: H27PT2



CONGRESSIONAL RECORD — HOUSEH4316 June 27, 2002
Subtitle B—Direct Graduate Medical 

Education 
SEC. 611. REDISTRIBUTION OF UNUSED RESI-

DENT POSITIONS. 
(a) IN GENERAL.—Section 1886(h)(4) (42 

U.S.C. 1395ww(h)(4)) is amended—
(1) in subparagraph (F)(i), by inserting 

‘‘subject to subparagraph (I),’’ after ‘‘October 
1, 1997,’’; 

(2) in subparagraph (H)(i), by inserting 
‘‘subject to subparagraph (I),’’ after ‘‘sub-
paragraphs (F) and (G),’’; and 

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

‘‘(I) REDISTRIBUTION OF UNUSED RESIDENT 
POSITIONS.—

‘‘(i) REDUCTION IN LIMIT BASED ON UNUSED 
POSITIONS.—

‘‘(I) IN GENERAL.—If a hospital’s resident 
level (as defined in clause (iii)(I)) is less than 
the otherwise applicable resident limit (as 
defined in clause (iii)(II)) for each of the ref-
erence periods (as defined in subclause (II)), 
effective for cost reporting periods beginning 
on or after January 1, 2003, the otherwise ap-
plicable resident limit shall be reduced by 75 
percent of the difference between such limit 
and the reference resident level specified in 
subclause (III) (or subclause (IV) if applica-
ble). 

‘‘(II) REFERENCE PERIODS DEFINED.—In this 
clause, the term ‘reference periods’ means, 
for a hospital, the 3 most recent consecutive 
cost reporting periods of the hospital for 
which cost reports have been settled (or, if 
not, submitted) on or before September 30, 
2001. 

‘‘(III) REFERENCE RESIDENT LEVEL.—Subject 
to subclause (IV), the reference resident 
level specified in this subclause for a hos-
pital is the highest resident level for the hos-
pital during any of the reference periods. 

‘‘(IV) ADJUSTMENT PROCESS.—Upon the 
timely request of a hospital, the Secretary 
may adjust the reference resident level for a 
hospital to be the resident level for the hos-
pital for the cost reporting period that in-
cludes July 1, 2002. 

‘‘(ii) REDISTRIBUTION.—
‘‘(I) IN GENERAL.—The Secretary is author-

ized to increase the otherwise applicable 
resident limits for hospitals by an aggregate 
number estimated by the Secretary that 
does not exceed the aggregate reduction in 
such limits attributable to clause (i) (with-
out taking into account any adjustment 
under subclause (IV) of such clause). 

‘‘(II) EFFECTIVE DATE.—No increase under 
subclause (I) shall be permitted or taken into 
account for a hospital for any portion of a 
cost reporting period that occurs before July 
1, 2003, or before the date of the hospital’s ap-
plication for an increase under this clause. 
No such increase shall be permitted for a 
hospital unless the hospital has applied to 
the Secretary for such increase by December 
31, 2004. 

‘‘(III) CONSIDERATIONS IN REDISTRIBUTION.—
In determining for which hospitals the in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall take into account the need 
for such an increase by specialty and loca-
tion involved, consistent with subclause (IV). 

‘‘(IV) PRIORITY FOR RURAL AND SMALL 
URBAN AREAS.—In determining for which hos-
pitals and residency training programs an in-
crease in the otherwise applicable resident 
limit is provided under subclause (I), the 
Secretary shall first distribute the increase 
to programs of hospitals located in rural 
areas or in urban areas that are not large 
urban areas (as defined for purposes of sub-
section (d)) on a first-come-first-served basis 
(as determined by the Secretary) based on a 
demonstration that the hospital will fill the 
positions made available under this clause 

and not to exceed an increase of 25 full-time 
equivalent positions with respect to any hos-
pital. 

‘‘(V) APPLICATION OF LOCALITY ADJUSTED 
NATIONAL AVERAGE PER RESIDENT AMOUNT.—
With respect to additional residency posi-
tions in a hospital attributable to the in-
crease provided under this clause, notwith-
standing any other provision of this sub-
section, the approved FTE resident amount 
is deemed to be equal to the locality ad-
justed national average per resident amount 
computed under subparagraph (E) for that 
hospital. 

‘‘(VI) CONSTRUCTION.—Nothing in this 
clause shall be construed as permitting the 
redistribution of reductions in residency po-
sitions attributable to voluntary reduction 
programs under paragraph (6) or as affecting 
the ability of a hospital to establish new 
medical residency training programs under 
subparagraph (H). 

‘‘(iii) RESIDENT LEVEL AND LIMIT DEFINED.—
In this subparagraph: 

‘‘(I) RESIDENT LEVEL.—The term ‘resident 
level’ means, with respect to a hospital, the 
total number of full-time equivalent resi-
dents, before the application of weighting 
factors (as determined under this paragraph), 
in the fields of allopathic and osteopathic 
medicine for the hospital. 

‘‘(II) OTHERWISE APPLICABLE RESIDENT 
LIMIT.—The term ‘otherwise applicable resi-
dent limit’ means, with respect to a hospital, 
the limit otherwise applicable under sub-
paragraphs (F)(i) and (H) on the resident 
level for the hospital determined without re-
gard to this subparagraph.’’. 

(b) NO APPLICATION OF INCREASE TO IME.—
Section 1886(d)(5)(B)(v) (42 U.S.C. 
1395ww(d)(5)(B)(v)) is amended by adding at 
the end the following: ‘‘The provisions of 
clause (i) of subparagraph (I) of subsection 
(h)(4) shall apply with respect to the first 
sentence of this clause in the same manner 
as it applies with respect to subparagraph 
(F) of such subsection, but the provisions of 
clause (ii) of such subparagraph shall not 
apply.’’. 

(c) REPORT ON EXTENSION OF APPLICATIONS 
UNDER REDISTRIBUTION PROGRAM.—Not later 
than July 1, 2004, the Secretary shall submit 
to Congress a report containing rec-
ommendations regarding whether to extend 
the deadline for applications for an increase 
in resident limits under section 
1886(h)(4)(I)(ii)(II) of the Social Security Act 
(as added by subsection (a)). 
SEC. 612. INCREASING FOR 5 YEARS TO 100 PER-

CENT OF THE LOCALITY ADJUSTED 
NATIONAL AVERAGE PER RESIDENT 
AMOUNT THE PAYMENT FLOOR FOR 
DIRECT GRADUATE MEDICAL EDU-
CATION PAYMENTS UNDER THE 
MEDICARE PROGRAM. 

Section 1886(h)(2)(D)(iii) (42 U.S.C. 
1395ww(h)(2)(D)(iii)), as amended by section 
511 of BIPA, is amended—

(1) by striking ‘‘and’’ after ‘‘70 percent,’’; 
and 

(2) by inserting after ‘‘85 percent,’’ the fol-
lowing: ‘‘and for cost reporting periods be-
ginning during the period beginning on Octo-
ber 1, 2002, and ending on September 31, 2007, 
shall not be less than 100 percent,’’. 

Subtitle C—Other Provisions 
SEC. 621. MODIFICATIONS TO MEDICARE PAY-

MENT ADVISORY COMMISSION 
(MEDPAC). 

(a) EXAMINATION OF BUDGET CON-
SEQUENCES.—Section 1805(b) (42 U.S.C. 1395b–
6(b)) is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(8) EXAMINATION OF BUDGET CON-
SEQUENCES.—Before making any rec-
ommendations, the Commission shall exam-
ine the budget consequences of such rec-
ommendations, directly or through consulta-
tion with appropriate expert entities.’’. 

(b) CONSIDERATION OF EFFICIENT PROVISION 
OF SERVICES.—Section 1805(b)(2)(B)(i) (42 
U.S.C. 1395b–6(b)(2)(B)(i)) is amended by in-
serting ‘‘the efficient provision of’’ after ‘‘ex-
penditures for’’. 

(c) ADDITIONAL REPORTS.—
(1) DATA NEEDS AND SOURCES.—The Medi-

care Payment Advisory Commission shall 
conduct a study, and submit a report to Con-
gress by not later than June 1, 2003, on the 
need for current data, and sources of current 
data available, to determine the solvency 
and financial circumstances of hospitals and 
other medicare providers of services. The 
Commission shall examine data on uncom-
pensated care, as well as the sahre of uncom-
pensated care accounted for by the expenses 
for treating illegal aliens. 

(2) USE OF TAX-RELATED RETURNS.—Using 
return information provided under Form 990 
of the Internal Revenue Service, the Com-
mission shall submit to Congress, by not 
later than June 1, 2003, a report on the fol-
lowing: 

(A) Investments and capital financing of 
hospitals participating under the medicare 
program and related foundations. 

(B) Access to capital financing for private 
and for not-for-profit hospitals. 
SEC. 622. DEMONSTRATION PROJECT FOR DIS-

EASE MANAGEMENT FOR CERTAIN 
MEDICARE BENEFICIARIES WITH DI-
ABETES. 

(a) IN GENERAL.—The Secretary of Health 
and Human Services shall conduct a dem-
onstration project under this section (in this 
section referred to as the ‘‘project’’) to dem-
onstrate the impact on costs and health out-
comes of applying disease management to 
certain medicare beneficiaries with diag-
nosed diabetes. In no case may the number of 
participants in the project exceed 30,000 at 
any time. 

(b) VOLUNTARY PARTICIPATION.—
(1) ELIGIBILITY.—Medicare beneficiaries are 

eligible to participate in the project only if—
(a) they are Hispanic, as determined by the 

Secretary; 
(A) they meet specific medical criteria 

demonstrating the appropriate diagnosis and 
the advanced nature of their disease; 

(B) their physicians approve of participa-
tion in the project; and 

(C) they are not enrolled in a 
Medicare+Choice plan. 

(2) BENEFITS.—A medicare beneficiary who 
is enrolled in the project shall be eligible—

(A) for disease management services re-
lated to their diabetes; and 

(B) for payment for all costs for prescrip-
tion drugs without regard to whether or not 
they relate to the diabetes, except that the 
project may provide for modest cost-sharing 
with respect to prescription drug coverage. 

(c) CONTRACTS WITH DISEASE MANAGEMENT 
ORGANIZATIONS.—

(1) IN GENERAL.—The Secretary of Health 
and Human Services shall carry out the 
project through contracts with up to three 
disease management organizations. The Sec-
retary shall not enter into such a contract 
with an organization unless the organization 
demonstrates that it can produce improved 
health outcomes and reduce aggregate medi-
care expenditures consistent with paragraph 
(2). 

(2) CONTRACT PROVISIONS.—Under such con-
tracts—

(A) such an organization shall be required 
to provide for prescription drug coverage de-
scribed in subsection (b)(2)(B); 

(B) such an organization shall be paid a fee 
negotiated and established by the Secretary 
in a manner so that (taking into account 
savings in expenditures under parts A and B 
of the medicare program under title XVIII of 
the Social Security Act) there will be no net 
increase, and to the extent practicable, there 
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will be a net reduction in expenditures under 
the medicare program as a result of the 
project; and 

(C) such an organization shall guarantee, 
through an appropriate arrangement with a 
reinsurance company or otherwise, the pro-
hibition on net increases in expenditures de-
scribed in subparagraph (B). 

(3) PAYMENTS.—Payments to such organi-
zations shall be made in appropriate propor-
tion from the Trust Funds established under 
title XVIII of the Social Security Act. 

(4) WORKING GROUP.—The Secretary shall 
establish within the Department of Health 
and Human Services a working group con-
sisting of employees of the Department to 
carry out the following: 

(A) To oversee the project. 
(B) To establish policy and criteria for 

medicare disease management programs 
within the Department, including the estab-
lishment of policy and criteria for such pro-
grams. 

(C) To identify targeted medical conditions 
and targeted individuals. 

(D) To select areas in which such programs 
are carried out. 

(E) To monitor health outcomes under 
such programs. 

(F) To measure the effectiveness of such 
programs in meeting any budget neutrality 
requirements. 

(G) Otherwise to serve as a central focal 
point within the Department for dissemina-
tion of information on medicare disease 
management programs. 

(d) APPLICATION OF MEDIGAP PROTECTIONS 
TO DEMONSTRATION PROJECT ENROLLEES.—(1) 
Subject to paragraph (2), the provisions of 
section 1882(s)(3) (other than clauses (i) 
through (iv) of subparagraph (B)) and 
1882(s)(4) of the Social Security Act shall 
apply to enrollment (and termination of en-
rollment) in the demonstration project 
under this section, in the same manner as 
they apply to enrollment (and termination of 
enrollment) with a Medicare+Choice organi-
zation in a Medicare+Choice plan. 

(2) In applying paragraph (1)—
(A) any reference in clause (v) or (vi) of 

section 1882(s)(3)(B) of such Act to 12 months 
is deemed a reference to the period of the 
demonstration project; and 

(B) the notification required under section 
1882(s)(3)(D) of such Act shall be provided in 
a manner specified by the Secretary of 
Health and Human Services. 

(e) DURATION.—The project shall last for 
not longer than 3 years. 

(f) WAIVER.—The Secretary of Health and 
Human Services shall waive such provisions 
of title XVIII of the Social Security Act as 
may be necessary to provide for payment for 
services under the project in accordance with 
subsection (c)(3). 

(g) REPORT.—The Secretary of Health and 
Human Services shall submit to Congress an 
interim report on the project not later than 
2 years after the date it is first implemented 
and a final report on the project not later 
than 6 months after the date of its comple-
tion. Such reports shall include information 
on the impact of the project on costs and 
health outcomes and recommendations on 
the cost-effectiveness of extending or ex-
panding the project. 

(h) GAO STUDY ON DISEASE MANAGEMENT 
PROGRAMS.—The Comptroller General of the 
United States shall conduct a study that 
compares disease management programs 
under title XVIII of the Social Security Act 
with such programs conducted in the private 
sector, including the prevalence of such pro-
grams and programs for case management. 
The study shall identify the cost-effective-
ness of such programs and any savings 
achieved by such programs. The Comptroller 
General shall submit a report on such study 

to Congress by not later than 18 months 
after the date of the enactment of this Act. 
SEC. 623. DEMONSTRATION PROJECT FOR MED-

ICAL ADULT DAY CARE SERVICES. 
(a) ESTABLISHMENT.—Subject to the suc-

ceeding provisions of this section, the Sec-
retary of Health and Human Services shall 
establish a demonstration project (in this 
section referred to as the ‘‘demonstration 
project’’) under which the Secretary shall, as 
part of a plan of an episode of care for home 
health services established for a medicare 
beneficiary, permit a medical adult day care 
facility or a home health agency, directly or 
under arrangements with a medical adult 
day care facility, to provide medical adult 
day care services as a substitute for a por-
tion of home health services that would oth-
erwise be provided in the beneficiary’s home. 

(b) PAYMENT.—
(1) IN GENERAL.—The amount of payment 

for an episode of care for home health serv-
ices, a portion of which consists of substitute 
medical adult day care services, under the 
demonstration project shall be made at a 
rate equal to 95 percent of the amount that 
would otherwise apply for such home health 
services under section 1895 of the Social Se-
curity Act (42 U.S.C. 1395fff). In no case may 
a a medical adult day care facility or home 
health agency, or a medical adult day care 
facility under arrangements with a home 
health agency, separately charge a bene-
ficiary for medical adult day care services 
furnished under the plan of care. 

(2) BUDGET NEUTRALITY FOR DEMONSTRATION 
PROJECT.—Notwithstanding any other provi-
sion of law, the Secretary shall provide for 
an appropriate reduction in the aggregate 
amount of additional payments made under 
section 1895 of the Social Security Act (42 
U.S.C. 1395fff) to reflect any increase in 
amounts expended from the Trust Funds as a 
result of the demonstration project con-
ducted under this section. 

(c) DEMONSTRATION PROJECT SITES.—The 
project established under this section shall 
be conducted in not more than 5 sites in 
States selected by the Secretary that license 
or certify providers of services that furnish 
medical adult day care services. 

(d) DURATION.—The Secretary shall con-
duct the demonstration project for a period 
of 3 years. 

(e) VOLUNTARY PARTICIPATION.—Participa-
tion of medicare beneficiaries in the dem-
onstration project shall be voluntary. The 
total number of such beneficiaries that may 
participate in the project at any given time 
may not exceed 15,000. 

(f) PREFERENCE IN SELECTING AGENCIES.—In 
selecting medical adult day care facilities 
and home health agencies to participate 
under the demonstration project, the Sec-
retary shall give preference to those facili-
ties and agencies that—

(1) are currently licensed or certified to 
furnish medical adult day care services; and 

(2) have furnished medical adult day care 
services to medicare beneficiaries for a con-
tinuous 2-year period before the beginning of 
the demonstration project. 

(g) WAIVER AUTHORITY.—The Secretary 
may waive such requirements of title XVIII 
of the Social Security Act as may be nec-
essary for the purposes of carrying out the 
demonstration project, other than waiving 
the requirement that an individual be home-
bound in order to be eligible for benefits for 
home health services. 

(h) EVALUATION AND REPORT.—The Sec-
retary shall conduct an evaluation of the 
clinical and cost effectiveness of the dem-
onstration project. Not later 30 months after 
the commencement of the project, the Sec-
retary shall submit to Congress a report on 
the evaluation, and shall include in the re-
port the following: 

(1) An analysis of the patient outcomes and 
costs of furnishing care to the medicare 
beneficiaries participating in the project as 
compared to such outcomes and costs to 
beneficiaries receiving only home health 
services for the same health conditions. 

(2) Such recommendations regarding the 
extension, expansion, or termination of the 
project as the Secretary determines appro-
priate. 

(i) DEFINITIONS.—In this section: 
(1) HOME HEALTH AGENCY.—The term ‘‘home 

health agency’’ has the meaning given such 
term in section 1861(o) of the Social Security 
Act (42 U.S.C. 1395x(o)). 

(2) MEDICAL ADULT DAY CARE FACILITY.—
The term ‘‘medical adult day care facility’’ 
means a facility that—

(A) has been licensed or certified by a 
State to furnish medical adult day care serv-
ices in the State for a continuous 2-year pe-
riod; 

(B) is engaged in providing skilled nursing 
services and other therapeutic services di-
rectly or under arrangement with a home 
health agency; 

(C) meets such standards established by 
the Secretary to assure quality of care and 
such other requirements as the Secretary 
finds necessary in the interest of the health 
and safety of individuals who are furnished 
services in the facility; and 

(D) provides medical adult day care serv-
ices. 

(3) MEDICAL ADULT DAY CARE SERVICES.—
The term ‘‘medical adult day care services’’ 
means—

(A) home health service items and services 
described in paragraphs (1) through (7) of sec-
tion 1861(m) furnished in a medical adult day 
care facility; 

(B) a program of supervised activities fur-
nished in a group setting in the facility 
that—

(i) meet such criteria as the Secretary de-
termines appropriate; and 

(ii) is designed to promote physical and 
mental health of the individuals; and 

(C) such other services as the Secretary 
may specify. 

(4) MEDICARE BENEFICIARY.—The term 
‘‘medicare beneficiary’’ means an individual 
entitled to benefits under part A of this title, 
enrolled under part B of this title, or both. 
SEC. 624. PUBLICATION ON FINAL WRITTEN 

GUIDANCE CONCERNING PROHIBI-
TIONS AGAINST DISCRIMINATION BY 
NATIONAL ORIGIN WITH RESPECT 
TO HEALTH CARE SERVICES. 

Not later than January 1, 2003, the Sec-
retary shall issue final written guidance con-
cerning the application of the prohibition in 
title VI of the Civil Rights Act of 1964 
against national origin discrimination as it 
affects persons with limited English pro-
ficiency with respect to access to health care 
services under the medicare program. 

TITLE VII—MEDICAID AND OTHER 
HEALTH PROVISIONS 

SEC. 701. DSH PROVISIONS. 
(a) CONTINUATION OF MEDICAID DSH ALLOT-

MENT ADJUSTMENTS UNDER BIPA 2000.—
(1) IN GENERAL.—Section 1923(f) (42 U.S.C. 

1396r–4(f))—
(A) in paragraph (2)—
(i) in the heading, by striking ‘‘THROUGH 

2002’’ and inserting ‘‘THROUGH 2000’’; 
(ii) by striking ‘‘ending with fiscal year 

2002’’ and inserting ‘‘ending with fiscal year 
2000’’; and 

(iii) in the table in such paragraph, by 
striking the columns labeled ‘‘FY 01’’ and 
‘‘FY02’’; 

(B) in paragraph (3)(A), by striking ‘‘para-
graph (2)’’ and inserting ‘‘paragraph (4)’’; and 

(C) in paragraph (4), as added by section 
701(a)(1) of BIPA—
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(i) by striking ‘‘FOR FISCAL YEARS 2001 AND 

2002’’ in the heading; 
(ii) in subparagraph (A), by striking ‘‘Not-

withstanding paragraph (2), the’’ and insert-
ing ‘‘The’’; 

(iii) in subparagraph (C)—
(I) by striking ‘‘NO APPLICATION’’ and in-

serting ‘‘APPLICATION’’; and 
(II) by striking ‘‘without regard to’’ and in-

serting ‘‘taking into account’’. 
(2) INCREASE IN MEDICAID DSH ALLOTMENT 

FOR THE DISTRICT OF COLUMBIA.—
(A) IN GENERAL.—Effective for DSH allot-

ments beginning with fiscal year 2002, the 
item in the table contained in section 
1923(f)(2) of the Social Security Act (42 U.S.C. 
1396r–4(f)(2)) for the District of Columbia for 
the DSH allotment for FY 00 (fiscal year 
2000) is amended by striking ‘‘32’’ and insert-
ing ‘‘49’’. 

(B) CONSTRUCTION.—Nothing in subpara-
graph (A) shall be construed as preventing 
the application of section 1923(f)(4) of the So-
cial Security Act (as amended by subsection 
(a)) to the District of Columbia for fiscal 
year 2002 and subsequent fiscal years. 

(b) INCREASE IN FLOOR FOR TREATMENT AS 
AN EXTREMELY LOW DSH STATE TO 3 PERCENT 
IN FISCAL YEAR 2002.—

(1) INCREASE IN DSH FLOOR.—Section 
1923(f)(5) (42 U.S.C. 1396r–4(f)(5)) is amended—

(A) by striking ‘‘fiscal year 1999’’ and in-
serting ‘‘fiscal year 2001’’; 

(B) by striking ‘‘August 31, 2000’’ and in-
serting ‘‘August 31, 2002’’; 

(C) by striking ‘‘1 percent’’ each place it 
appears and inserting ‘‘3 percent’’; and 

(D) by striking ‘‘fiscal year 2001’’ and in-
serting ‘‘fiscal year 2003’’. 

(2) EFFECTIVE DATE.—The amendments 
made by paragraph (1) take effect on October 
1, 2002, and apply to DSH allotments under 
title XIX of the Social Security Act for fiscal 
year 2003 and each fiscal year thereafter. 
SEC. 702. 1-YEAR EXTENSION OF Q–I1 PROGRAM. 

Section 1902(a)(10)(E)(E)(iv) (42 U.S.C. 
1396a(a)(10)(E)(E)(iv)) is amended by striking 
‘‘2002’’ and inserting ‘‘2003’’. 

Mr. GEPHARDT (during the reading). 
Mr. Speaker, I ask unanimous consent 
that the motion to recommit be consid-
ered as read and printed in the RECORD. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Missouri? 

Mr. NUSSLE. Mr. Speaker, I reserve 
all points of order against this motion, 
and I object to the unanimous consent 
request to dispense with the reading. 

The SPEAKER pro tempore. The 
Clerk will continue to read. 

The Clerk continued the reading of 
the motion to recommit.

b 0130 
Mr. GEPHARDT (during the reading). 

Mr. Speaker, I ask unanimous consent 
that the motion to recommit be consid-
ered as read and printed in the RECORD. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). Is there objection to the 
request of the gentleman from Mis-
souri? 

There was no objection. 
Mr. TAUZIN. Mr. Speaker, I claim 

the time in opposition to the motion to 
recommit. 

The SPEAKER pro tempore. The gen-
tleman from Missouri (Mr. GEPHARDT) 
is recognized for 5 minutes in support 
of his motion. 

(Mr. GEPHARDT asked and was 
given permission to revise and extend 
his remarks.) 

Mr. GEPHARDT. Mr. Speaker, I ask 
Members to vote ‘‘yes’’ on this motion 
to recommit and to vote ‘‘no’’ on the 
Republican plan. 

I guess I would like to start tonight’s 
debate with a question: Why did you 
not allow us to have an alternative to 
this drug plan? A Democratic House 
gave Republicans an alternative in 1965 
when we debated Medicare. We rep-
resent 49 percent of the American peo-
ple. This is one of the most important 
issues that we will vote on in this Con-
gress, yet we are not afforded the op-
portunity to have a clean vote on a 
clear alternative. Are you afraid? Do 
you think that too many of Republican 
Members would vote for our plan? 

This process tonight is not worthy of 
this House of Representatives. This is 
the people’s House. Here the people 
must be heard. I am deeply dis-
appointed that we were not afforded 
the opportunity for a clear alternative 
on this very, very important issue. 
This is an important issue to all the 
senior citizens of our country. The 
Greatest Generation that fought our 
wars, paid their taxes, raised their chil-
dren, and made this country great, that 
Greatest Generation now is too often 
getting on buses and going to Canada 
or going to Mexico to get their pre-
scription drugs at prices they can af-
ford. They are making choices between 
food and taking their drugs. There are 
senior citizens tonight that are cutting 
their pills in half because they cannot 
afford to pay for a whole month’s 
worth. 

And tonight, those people are only 
afforded a vote on a flawed, deficient, 
wrong plan. If we stack that plan up 
against what these people are asking 
for, it fails. It fails. In fact, I would say 
it is a fraud. I give you what Webster 
called a fraud: a deception, deliberately 
practiced to secure unfair or unlawful 
gain. A piece of trickery. A trick. 

The Republican plan has no set pre-
mium. They say it might be $35. We are 
told in States where they have done 
what the Republicans are doing it is 
$85. There is no defined benefit. Repub-
licans are turning seniors over to the 
private insurance market. 

This is the same debate that we had 
in 1965. This is a replay of that debate. 
If this were 1965, we would not have 
dreamed of having a Medicare program 
without a prescription drug benefit. 
Prescription drugs are now the treat-
ment for most maladies that people 
face. Why would we not just add this 
benefit to the Medicare program? Our 
plan that is in the motion to recommit 
is simple. It is Medicare: $100 deduct-
ible, $25 premium. The government 
pays 80 percent of the drug cost. The 
recipient pays 20 percent, and when 
they hit $2,000 out of pocket, the gov-
ernment picks it all up. 

This is what seniors are asking for. 
They are not asking to go into private 
insurance. They want a Medicare drug 
benefit, and they want all the seniors 
to be amassed to get leverage to get 
the price of prescription drugs down, 
down, down.

b 0145 
In the end, I suspect many of you do 

not support Medicare. I suspect you 
still want to privatize it. Your plans 
for Social Security call for privatizing 
it. In 1965, Republicans predicted Medi-
care would lead to socialized medicine. 
One said, ‘‘If we pass Medicare, one day 
we will be telling our children what it 
was like in America when people were 
free.’’ Your majority leader has said 
Medicare is a program that I would 
have no part of in a free world. He said 
he deeply resented the fact that when 
he was 65 he would have to enroll in 
Medicare. 

So you have reverted to form. In the 
end, this Republican bill listens not to 
the people of this country. It listens to 
the pharmaceutical companies and to 
the insurance companies and is not 
good for the people’s House of Rep-
resentatives. It should not be passed. 

In closing, I would ask all of you to 
simply tonight think of the people you 
represent, people like my mother. She 
is 94 years old. She lives in St. Louis. 
Every time I go home, she asks me 
about what is going to happen with the 
cost of her drugs. She had a stroke 
about 5 years ago, and the doctor said 
she will probably never talk again; she 
will probably never be able to cook or 
to do household duties. She was able to 
get the drugs and she is back and she is 
talking. She is asking me every time I 
see her about what she is going to do 
about the cost of her drugs. She has 
glaucoma and she gets a little bitty 
bottle of drops that cost $100 a bottle 
and lasts for 2 weeks. She is lucky. She 
has got my brother and me, and we 
send her the money every month so 
that she can get her drugs. 

Think about the thousands of people 
in your district who are not as lucky as 
my mother. Think about them. Think 
about whether they can afford a pre-
mium more than $25. Think about 
whether they can put up with benefits 
ending in the middle of the year when 
they cannot get their needed drugs. 
Think about them when you are not 
getting the price of drugs down so that 
they can afford to buy the drugs. 

In 1965, this Congress took a historic 
step, and it passed the greatest pro-
gram that this country has ever put to-
gether. It is the reason that people are 
living to 80 and 90 and 100 in this coun-
try with quality in their lives. We 
should honor that program tonight and 
expand it as it should have been many 
years ago. I am sure there were Mem-
bers on that day or night in 1965 that 
voted against the Medicare program 
and regretted it through the rest of 
their career and their life. Do not re-
gret your vote tonight. Stand for Medi-
care and stand for the American people 
that you represent. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). Any point of order to be 
reserved on the motion has now been 
withdrawn. 

The Chair recognizes the gentleman 
from Louisiana (Mr. TAUZIN) for 5 min-
utes. 
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Mr. TAUZIN. Mr. Speaker, there is 

trickery about this place. There is 
fraud about this House. We could have 
a motion to recommit forthwith, but 
that is not what happened tonight. 
What happened tonight was a motion 
to recommit promptly. My friend, the 
chairman of Ways and Means, will ex-
plain in just a minute the trickery in 
that motion. 

You see, that motion has a very spe-
cial effect regarding this debate to-
night and the possibility of us passing 
a prescription drug benefit for the sen-
iors of America tonight. The gen-
tleman from California will explain it 
to you in just a minute. But if we were 
to even consider the proposal offered in 
this motion to recommit seriously, it 
is almost identical, I believe, to the 
proposal that was made before the 
Committee on Energy and Commerce. 

It has been scored by CBO now at $971 
billion, although our budget, as you 
know, allocated $350 billion to this ef-
fort. It is more expensive than the plan 
prepared on the Senate side by Senator 
BOB GRAHAM. The BOB GRAHAM plan is 
estimated to drive Medicare into insol-
vency by the year 2016. Just imagine 
how much sooner Medicare goes bank-
rupt under the plan our friends on the 
other side are offering in the motion to 
recommit. 

That is saving the Medicare program, 
driving it into bankruptcy? We are not 
alone in that assessment. The AARP 
looked at our plans, too; and this is 
what they said about ours: ‘‘We appre-
ciate your efforts to contain drug 
costs, because a Medicare drug benefit 
alone without effective cost controls 
will be difficult to sustain as our grow-
ing population of older Americans in-
creases its drug utilization.’’ 

Our assessment in the committee of 
this plan, believe it or not, actually 
raises drug prices to seniors. We asked 
CBO a simple question. We asked CBO 
if the Medicare Modernization and Pre-
scription Drug Act before us that we 
presented to this House tonight would 
lower drug expenditures more than any 
other House bill introduced in the Con-
gress and scored by CBO, and this is 
what they responded: ‘‘The answer to 
your question is yes.’’ Yes, lower drug 
costs. Yes, prescription drug benefits 
for our seniors. Tonight, not promptly. 
Yes, it is time to pass this bill tonight 
for all our moms and dads.

Mr. Speaker, I yield to the gentleman 
from California (Mr. THOMAS). 

Mr. THOMAS. I thank the gentleman 
for yielding. 

The gentleman from Missouri men-
tioned several times 1965; 1965 was 10 
years before a Member of this Congress 
was born, ADAM PUTNAM. For more 
than 30 of those 37 years, you were in 
the majority. You never put prescrip-
tion drugs in Medicare. You had your 
chance. You never did. And your argu-
ment is that you have now in front of 
us a plan. 

The gentleman from Missouri read a 
definition from Webster’s. What my 
mother would have said, you should 

have washed your mouth out, because 
for you to cite the definition of fraud 
and call it trickery is for everyone to 
understand what this motion to recom-
mit really is. It is a little word called 
‘‘forthwith.’’ If this motion had said 
Mr. GEPHARDT moves to recommit the 
bill forthwith, it would not have been 
fraud, and it would not have been 
trickery. But because that little word 
is missing and it requires it to be re-
ported promptly, the effect of this mo-
tion to recommit is to kill this bill. All 
of the statements that the gentleman 
from Missouri made in the well were 
simply trickery, it was a fraud, because 
this bill cannot come back and be made 
law. You are wasting the House’s time. 
Obviously, some of you do not under-
stand the rules under which this House 
operates. 

Mr. Speaker, had they had the guts 
to put ‘‘forthwith’’ in this motion to 
recommit, this bill would have come 
back to the floor, and we could have 
debated it. You did not put ‘‘forthwith’’ 
in it. Your motion to recommit is a 
motion to kill the bill. 

Mr. WALDEN of Oregon. Mr. Speak-
er, the House is not in order. The gen-
tleman deserves to be heard as was the 
minority leader. 

The SPEAKER pro tempore. The 
House will be in order. 

Mr. THOMAS. Actually, nobody de-
serves to be heard on this motion to re-
commit. It is 119 pages of nothing. The 
way you constructed it, knowingly and 
on purpose, was to pull a charade on 
seniors. Nothing in this bill will be 
available to seniors because you did 
not put a little word in there, a word 
that would have proved honesty, a 
word that would have proved courage, 
a word that would have let seniors 
know——

Mr. TAUZIN. Mr. Speaker, the House 
is not in order. 

Mr. Speaker, we listened very pa-
tiently to the minority leader. I be-
lieve the gentleman deserves to be 
heard. 

The SPEAKER pro tempore. The 
time in opposition to the motion to re-
commit has expired. 

Mr. THOMAS. Mr. Speaker, I urge 
my colleagues to vote ‘‘no’’ on the mo-
tion to recommit.

The SPEAKER pro tempore. Without 
objection, the previous question is or-
dered on the motion to recommit. 

There was no objection. 
The SPEAKER pro tempore. The 

question is on the motion to recommit. 
The question was taken; and the 

Speaker pro tempore announced that 
the noes appeared to have it. 

RECORDED VOTE 

Mr. DINGELL. Mr. Speaker, I de-
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de-

vice, and there were—ayes 204, noes 223, 
not voting 8, as follows:

[Roll No. 281] 

AYES—204

Abercrombie 
Ackerman 
Allen 
Andrews 
Baca 
Baird 
Baldacci 
Baldwin 
Barcia 
Barrett 
Becerra 
Bentsen 
Berkley 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Bonior 
Borski 
Boswell 
Boucher 
Boyd 
Brady (PA) 
Brown (FL) 
Brown (OH) 
Capps 
Capuano 
Cardin 
Carson (IN) 
Carson (OK) 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Crowley 
Cummings 
Davis (CA) 
Davis (FL) 
Davis (IL) 
DeFazio 
DeGette 
Delahunt 
DeLauro 
Deutsch 
Dicks 
Dingell 
Doggett 
Dooley 
Doyle 
Edwards 
Engel 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Filner 
Ford 
Frank 
Frost 
Gephardt 
Gonzalez 
Gordon 
Green (TX) 

Hall (OH) 
Hall (TX) 
Harman 
Hastings (FL) 
Hill 
Hilliard 
Hinchey 
Hinojosa 
Hoeffel 
Holden 
Holt 
Honda 
Hooley 
Hoyer 
Inslee 
Israel 
Jackson (IL) 
Jackson-Lee 

(TX) 
John 
Johnson, E. B. 
Jones (OH) 
Kanjorski 
Kaptur 
Kennedy (RI) 
Kildee 
Kilpatrick 
Kind (WI) 
Kleczka 
Kucinich 
LaFalce 
Lampson 
Langevin 
Lantos 
Larsen (WA) 
Larson (CT) 
Lee 
Levin 
Lewis (GA) 
Lipinski 
Lofgren 
Lowey 
Lucas (KY) 
Luther 
Lynch 
Maloney (CT) 
Maloney (NY) 
Markey 
Mascara 
Matheson 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McCollum 
McDermott 
McGovern 
McIntyre 
McKinney 
McNulty 
Meehan 
Meek (FL) 
Meeks (NY) 
Menendez 
Millender-

McDonald 
Miller, George 
Mink 
Mollohan 
Moore 

Moran (VA) 
Murtha 
Nadler 
Napolitano 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Peterson (MN) 
Phelps 
Pomeroy 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Ross 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schakowsky 
Schiff 
Scott 
Serrano 
Sherman 
Shows 
Skelton 
Slaughter 
Smith (WA) 
Snyder 
Solis 
Spratt 
Stark 
Stenholm 
Strickland 
Stupak 
Tanner 
Tauscher 
Thompson (CA) 
Thurman 
Tierney 
Turner 
Udall (CO) 
Udall (NM) 
Velazquez 
Visclosky 
Waters 
Watson (CA) 
Watt (NC) 
Waxman 
Weiner 
Wexler 
Woolsey 
Wu 
Wynn 

NOES—223

Aderholt 
Akin 
Armey 
Bachus 
Baker 
Ballenger 
Barr 
Bartlett 
Barton 
Bass 
Bereuter 
Biggert 
Bilirakis 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Boozman 
Brady (TX) 
Brown (SC) 
Bryant 
Burr 
Burton 
Buyer 

Callahan 
Calvert 
Camp 
Cannon 
Cantor 
Capito 
Castle 
Chabot 
Chambliss 
Coble 
Collins 
Combest 
Cooksey 
Cox 
Crane 
Crenshaw 
Cubin 
Culberson 
Cunningham 
Davis, Jo Ann 
Davis, Tom 
Deal 
DeLay 
DeMint 
Diaz-Balart 

Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Everett 
Ferguson 
Flake 
Fletcher 
Foley 
Forbes 
Fossella 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
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Goss 
Graham 
Granger 
Graves 
Green (WI) 
Greenwood 
Grucci 
Gutknecht 
Hansen 
Hart 
Hastert 
Hastings (WA) 
Hayes 
Hayworth 
Hefley 
Herger 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hyde 
Isakson 
Issa 
Istook 
Jenkins 
Johnson (CT) 
Johnson (IL) 
Johnson, Sam 
Jones (NC) 
Keller 
Kelly 
Kennedy (MN) 
Kerns 
King (NY) 
Kingston 
Kirk 
Knollenberg 
Kolbe 
LaHood 
Latham 
LaTourette 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
LoBiondo 

Lucas (OK) 
Manzullo 
McCrery 
McHugh 
McInnis 
McKeon 
Mica 
Miller, Dan 
Miller, Gary 
Miller, Jeff 
Moran (KS) 
Morella 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Osborne 
Ose 
Otter 
Oxley 
Pence 
Peterson (PA) 
Petri 
Pickering 
Pitts 
Platts 
Pombo 
Portman 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Ramstad 
Regula 
Rehberg 
Reynolds 
Riley 
Roemer 
Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryan (WI) 
Ryun (KS) 
Saxton 
Schaffer 
Schrock 

Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (TX) 
Souder 
Stearns 
Stump 
Sullivan 
Sununu 
Sweeney 
Tancredo 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Terry 
Thomas 
Thornberry 
Thune 
Tiahrt 
Tiberi 
Toomey 
Upton 
Vitter 
Walden 
Walsh 
Wamp 
Watkins (OK) 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Whitfield 
Wicker 
Wilson (NM) 
Wilson (SC) 
Wolf 
Young (AK) 
Young (FL) 

NOT VOTING—8 

Clay 
Gutierrez 
Jefferson 

Paul 
Roukema 
Thompson (MS) 

Towns 
Traficant

b 0215 

So the motion to recommit was re-
jected. 

The result of the vote was announced 
as above recorded.

The SPEAKER pro tempore (Mr. 
THORNBERRY.) The question is on the 
passage of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

RECORDED VOTE 

Mr. PALLONE. Mr. Speaker, I de-
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de-

vice, and there were—ayes 221, noes 208, 
not voting 6, as follows:

[Roll No. 282] 

AYES—221

Aderholt 
Akin 
Armey 
Bachus 
Baker 
Ballenger 
Barr 
Bartlett 
Barton 
Bass 
Bereuter 
Biggert 
Bilirakis 
Blunt 
Boehlert 
Boehner 

Bonilla 
Bono 
Boozman 
Boswell 
Brady (TX) 
Brown (SC) 
Bryant 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Cannon 
Cantor 
Capito 

Castle 
Chabot 
Chambliss 
Coble 
Combest 
Condit 
Cooksey 
Cox 
Crane 
Crenshaw 
Cubin 
Culberson 
Cunningham 
Davis, Jo Ann 
Davis, Tom 
Deal 

DeLay 
DeMint 
Diaz-Balart 
Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
English 
Everett 
Ferguson 
Fletcher 
Foley 
Forbes 
Fossella 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
Goss 
Graham 
Granger 
Graves 
Green (WI) 
Greenwood 
Grucci 
Hall (TX) 
Hansen 
Hart 
Hastert 
Hastings (WA) 
Hayes 
Hayworth 
Hefley 
Herger 
Hilleary 
Hobson 
Hoekstra 
Horn 
Houghton 
Hulshof 
Hunter 
Hyde 
Isakson 
Israel 
Issa 
Jenkins 
Johnson (CT) 
Johnson (IL) 
Johnson, Sam 
Jones (NC) 

Keller 
Kelly 
Kennedy (MN) 
Kerns 
King (NY) 
Kingston 
Kirk 
Knollenberg 
Kolbe 
LaHood 
Latham 
LaTourette 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
LoBiondo 
Lucas (KY) 
Lucas (OK) 
Maloney (CT) 
Matheson 
McCrery 
McHugh 
McInnis 
McKeon 
Mica 
Miller, Dan 
Miller, Gary 
Miller, Jeff 
Moran (KS) 
Morella 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Osborne 
Ose 
Otter 
Oxley 
Pence 
Peterson (MN) 
Peterson (PA) 
Petri 
Pickering 
Pitts 
Platts 
Pombo 
Portman 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Ramstad 
Regula 
Rehberg 
Reynolds 

Riley 
Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryan (WI) 
Ryun (KS) 
Saxton 
Schaffer 
Schrock 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skeen 
Smith (NJ) 
Smith (TX) 
Souder 
Stearns 
Stump 
Sullivan 
Sununu 
Sweeney 
Tancredo 
Tauzin 
Taylor (NC) 
Terry 
Thomas 
Thornberry 
Thune 
Tiahrt 
Tiberi 
Toomey 
Upton 
Vitter 
Walden 
Walsh 
Wamp 
Watkins (OK) 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Whitfield 
Wicker 
Wilson (NM) 
Wilson (SC) 
Wolf 
Young (AK) 
Young (FL) 

NOES—208

Abercrombie 
Ackerman 
Allen 
Andrews 
Baca 
Baird 
Baldacci 
Baldwin 
Barcia 
Barrett 
Becerra 
Bentsen 
Berkley 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Bonior 
Borski 
Boucher 
Boyd 
Brady (PA) 
Brown (FL) 
Brown (OH) 
Capps 
Capuano 
Cardin 
Carson (IN) 
Carson (OK) 
Clayton 
Clement 
Clyburn 
Collins 
Conyers 
Costello 
Coyne 
Cramer 
Crowley 

Cummings 
Davis (CA) 
Davis (FL) 
Davis (IL) 
DeFazio 
DeGette 
Delahunt 
DeLauro 
Deutsch 
Dicks 
Dingell 
Doggett 
Dooley 
Doyle 
Edwards 
Emerson 
Engel 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Filner 
Flake 
Ford 
Frank 
Frost 
Gephardt 
Gonzalez 
Gordon 
Green (TX) 
Gutierrez 
Gutknecht 
Hall (OH) 
Harman 
Hastings (FL) 
Hill 
Hilliard 
Hinchey 

Hinojosa 
Hoeffel 
Holden 
Holt 
Honda 
Hooley 
Hostettler 
Hoyer 
Inslee 
Istook 
Jackson (IL) 
Jackson-Lee 

(TX) 
John 
Johnson, E. B. 
Jones (OH) 
Kanjorski 
Kaptur 
Kennedy (RI) 
Kildee 
Kilpatrick 
Kind (WI) 
Kleczka 
Kucinich 
LaFalce 
Lampson 
Langevin 
Lantos 
Larsen (WA) 
Larson (CT) 
Lee 
Levin 
Lewis (GA) 
Lipinski 
Lofgren 
Lowey 
Luther 
Lynch 
Maloney (NY) 

Manzullo 
Markey 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McCollum 
McDermott 
McGovern 
McIntyre 
McKinney 
McNulty 
Meehan 
Meek (FL) 
Meeks (NY) 
Menendez 
Millender-

McDonald 
Miller, George 
Mink 
Mollohan 
Moore 
Moran (VA) 
Murtha 
Nadler 
Napolitano 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 

Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Phelps 
Pomeroy 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Roemer 
Ross 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schakowsky 
Schiff 
Scott 
Serrano 
Sherman 
Shows 
Skelton 

Slaughter 
Smith (MI) 
Smith (WA) 
Snyder 
Solis 
Spratt 
Stark 
Stenholm 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
Thompson (CA) 
Thompson (MS) 
Thurman 
Tierney 
Turner 
Udall (CO) 
Udall (NM) 
Velazquez 
Visclosky 
Waters 
Watson (CA) 
Watt (NC) 
Waxman 
Weiner 
Wexler 
Woolsey 
Wu 
Wynn 

NOT VOTING—6 

Clay 
Jefferson 

Paul 
Roukema 

Towns 
Traficant

b 0232 

So the bill was passed. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table.
f 

SUPPORT OF AMERICAN EAGLE 
SILVER BULLION PROGRAM ACT 

Mr. TIBERI. Mr. Speaker, I ask 
unanimous consent that the Com-
mittee on Financial Services be dis-
charged from further consideration of 
the Senate bill (S. 2594) to authorize 
the Secretary of the Treasury to pur-
chase silver on the open market when 
the silver stockpile is depleted, to be 
used to mint coins, and ask for its im-
mediate consideration in the House. 

The Clerk read the title of the Senate 
bill. 

The SPEAKER pro tempore (Mr. 
THORNBERRY). Is there objection to the 
request of the gentleman from Ohio? 

There was no objection. 
The Clerk read the Senate bill, as fol-

lows:
S. 2594

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 ‘‘Support of 
American Eagle Silver Bullion Program 
Act’’. 
SEC. 2. FINDINGS. 

Congress finds that—
(1) the American Eagle Silver Bullion coin 

leads the global market, and is the largest 
and most popular silver coin program in the 
United States; 

(2) established in 1986, the American Eagle 
Silver Bullion Program is the most success-
ful silver bullion program in the world; 

(3) from fiscal year 1995 through fiscal year 
2001, the American Eagle Silver Bullion Pro-
gram generated—

(A) revenues of $264,100,000; and 
(B) sufficient profits to significantly re-

duce the national debt; 
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