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other side of the aisle to oppose this
ill-conceived Medicare plan. The Re-
publican leadership proposal, as we
know, will cut $270 billion out of Medi-
care to pay for $245 billion in tax cuts
mostly for the wealthy.

It is not necessary to make these
cuts in order to keep Medicare solvent.
The Medicare trustees have told us
that Speaker GINGRICH’s cuts had three
times any estimate of what is needed
to make Medicare solvent. Mr. Chair-
man, seniors are going to be forced to
pay more to get less under the Ging-
rich proposal. Part B premiums will
double without a penny of that in-
crease going back into the part A Medi-
care hospital trust fund.

Seniors will ultimately be forced into
HMO’s and have to give up their own
doctors because the Republican pro-
posal puts money into HMO’s at the ex-
pense of the traditional Medicare sys-
tem.

My colleagues, the Republican plan
will destroy America’s high quality
health care system because hospitals
and other health care providers will be
so squeezed for Medicare dollars that
they will be forced to close or signifi-
cantly cut back on their services.

None of this would be necessary if
Speaker GINGRICH were not insisting on
a big tax break for the wealthy. I know
that at least half of my Republican col-
leagues from the State of New Jersey
have already indicated that they are
voting no on this terrible bill. I would
ask all of my colleagues on the other
side to heed the words of three Repub-
lican State legislators from the Jersey
Shore who wrote to my New Jersey col-
leagues in the House this week and
urged support for the Gibbons-Dingell
substitute.

They said, and I quote:
Alternative proposals have been offered

that would maintain the solvency of the part
A and part B trust funds until the year 2006.
This $90 billion compromise package would
provide a decade for Congress and the White
House to achieve a well-planned and bal-
anced proposal to resolve Medicare’s finan-
cial problems.

We feel very strongly that a rush to judg-
ment on this issue is bad public policy.
America should not turn its back on our par-
ents and grandparents.

Mr. Chairman, I include for the
RECORD this letter from my fellow Re-
publican State legislators in New Jer-
sey urging opposition to this.

STATE OF NEW JERSEY,
9TH DISTRICT LEGISLATIVE OFFICES,

Forked River, NJ, October 13, 1995.
Re Medicare.

To: Hon. Christopher H. Smith, Hon. Robert
E. Andrews, Hon. Marge Roukema, Hon.
Robert D. Franks, Hon. Robert G.
Torricelli, Hon. Rodney P.
Frelinghuysen, Hon. Robert Menendez,
Hon. H. James Saxton, Hon. Frank A.
LoBiondo, Hon. Frank Pallone, Jr., Hon.
William J. Martini, Hon. Donald M.
Payne, and Hon. Richard A. Zimmer.

DEAR HOUSE MEMBERS: It is our under-
standing the House Ways and Means Com-
mittee has voted 22–14 to send the Medicare
reform package to the House floor next
week.

Our 9th District Delegation, which rep-
resents the largest Senior Citizen population
in New Jersey in Ocean, Burlington and At-
lantic counties, issued a letter on September
22, 1995 to House Speaker Newt Gingrich and
Senate Majority Leader Bob Dole, urging
them to scrap this plan.

Copies of our correspondence to Speaker
Gingrich and Senator Dole were conveyed to
New Jersey’s Congressional Delegation. For
your convenience, a second copy of this ap-
peal is enclosed.

Please allow our Delegation this oppor-
tunity to reiterate our profound concerns
about these cuts in Medicare services for our
elderly.

As you are aware, alternative proposals
have been offered that would maintain the
solvency of the Part A and Part B trust
funds until 2006. This $90 billion compromise
package would provide a decade for Congress
and the While House to achieve a well-
planned and balanced proposal to resolve
Medicare’s financial problems. This com-
promise would also provide the opportunity
for a bipartisan consensus.

Our Delegation is genuinely sensitive to
the difficult decision you face and have had
our own feet roasted by the hot coals of
Leadership. We feel very strongly that a rush
to judgment on this issue is bad public pol-
icy. America must never turn its back on our
parents and grandparents.

We, respectfully, urge New Jersey’s House
Members to oppose this $270 billion Medicare
cut. Your leadership, in targeting Medicare
fraud, the staggering costs of health care and
in building a bridge to the future with the al-
ternative proposals set forth by Reps Sam
Gibbons that will provide the chance for
Congress to seek a consensus solution to pre-
serve Medicare for our parents and grand-
parents.

Thank you for your thoughtful attention
to this appeal on behalf of the Senior Citi-
zens of Ocean, Burlington and Atlantic coun-
ties.

Sincerely,
LEONARD T. CONNORS, JR.,

Senator—9th District.
JEFFREY W. MORAN,

Assemblyman—9th District.
CHRISTOPHER J. CONNORS,

Assemblyman—9th District.
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ANNOUNCEMENT BY THE
CHAIRMAN

The CHAIRMAN. The Chair would
like to take the time to remind Mem-
bers that it is not appropriate to wear
or display badges while engaging in de-
bate.

Mr. ARCHER. Mr. Chairman, I yield 3
minutes to the gentleman from Louisi-
ana [Mr. MCCRERY], a valuable member
of the Subcommittee on Health.

Mr. MCCRERY. Mr. Chairman, as this
chart shows, spending on the Medicare
system has skyrocketed since 1970.
Here we are today and Members can
see, if nothing is done, it goes off the
chart.

In 1970, Medicare spent about $8 bil-
lion; in 1994, Medicare spending was
about $165 billion. That is an increase
of almost 2,100 percent in just 14 years.
In the part B side alone, growth rates
have been so rapid that outlays of the
program have increased 40 percent per
enrollee just in the past 5 years. More
alarming is that Medicare spending is
projected to explode to over $350 billion
in 2002. Clearly, this is an

unsustainable trend and one that nei-
ther seniors nor younger Americans
working to support themselves and
their families can be asked to under-
write.

The financial crisis in the Medicare
program is not a short-term cash flow
problem, as the Democrats would like
the American people to believe. The
trustees of the Medicare trust fund,
three of whom are President Clinton’s
own Cabinet members, said in their re-
port on the HI, or part A, trust fund,
‘‘The trust fund fails to meet the trust-
ee’s test of long range close actuarial
balance by an extremely wide margin.’’
Further, the same trustees said in
their report on the SMI trust fund, the
part B trust fund, ‘‘while in balance on
an annual basis, shows a rate of growth
of costs which is clearly
unsustainable.’’

The public trustees of the Medicare
program were very clear when they
said, ‘‘The Medicare Program is clearly
unsustainable in its present form.’’

The Democrats in the past have ig-
nored the long-range spending problem
of the Medicare Program. Their solu-
tion has been to continually raise taxes
on working Americans, and that is still
their solution.

In the years since the enactment of
Medicare, the maximum taxable
amount has been raised 23 times. Two
years ago, the Congress, then con-
trolled by Democrats, raised taxes,
Medicare taxes again. All that did was
just put another financial burden on
the taxpayers and put off the financial
crisis in the trust fund for just a few
months. Clearly, raising taxes yet
again on the American people is not
the answer.

The Medicare Preservation Act, on
the other hand, addresses the out-of-
control spending in the Medicare Pro-
gram by opening up the private health
care market to the senior population.
By harnessing some of the innovative
cost effective and high quality private
sector health care delivery options,
Medicare beneficiaries will not only
have a choice in their health care cov-
erage for the first time, but the Gov-
ernment will also be able to rein in
out-of-control Medicare spending. It is
a win/win situation.

The Republican plan provides secu-
rity for not only today’s seniors but
also lays the groundwork for the re-
tirement of my generation, and it does
it without increasing the tax burden on
working people.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from Pennsylvania [Mr. KLINK].

Mr. KLINK. Mr. Chairman, I thank
the gentleman for yielding time to me.

I would like to begin by yielding to
the gentleman from Ohio [Mr. BROWN].

Mr. BROWN of Ohio. Mr. Chairman,
the previous speaker, under the Ging-
rich Medicare plan, the hospitals in
and around the district of the gen-
tleman from Louisiana [Mr. MCCRERY],
will lose $158 million over the next 7
years under the Gingrich Medicare cut
plan.
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Mr. KLINK. Mr. Chairman, I thank

the gentleman for that input. Here is
the chart which actually shows the re-
duction in Medicare spending per bene-
ficiary under the House Republican
plan. I have to get this straight. When
is a cut not a cut?

Last year when we were trying to do
health care, every Republican on the
Committee on Ways and Means signed
a letter which said, ‘‘the additional
massive cuts in reimbursement to pro-
viders proposed in this bill’’—the Clin-
ton bill—‘‘will reduce the quality of
care for the Nation’s elderly.’’ That
was $168 billion versus $70 billion now.

The current chairman of the Com-
mittee on Ways and Means made the
statement, ‘‘I just don’t believe that
the quality of care and availability of
care can survive these additional
cuts.’’ Now they are saying that these
are not cuts. It is cuts in the rate of
growth. Were you lying to us now or
are you lying to us then?

Mr. ARCHER. Mr. Chairman, I yield
myself such time as I may consume.

I resent the fact that the gentleman
implied that I have lied. No. 1, that
does not belong on this floor. But the
gentleman, as usual, has not given the
factual information.

The plan that I made those com-
ments on cut $490 billion out of Medi-
care and Medicaid. Without transform-
ing Medicare, without giving other op-
tions, without including true savings
in the cost drivers. That was a totally
different time, a totally different pro-
gram. But it cuts $490 billion out of
Medicare and Medicaid.

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

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Georgia [Mr. LEWIS].

Mr. LEWIS of Georgia. Mr. Chair-
man, I thank the gentleman for yield-
ing time to me.

Mr. Chairman, I rise today in strong
opposition to the Republican Medicare
plan. I rise to tell you there is another
way, a better way. We Democrats have
a plan. We save the Medicare trust
fund, and we do it without hurting the
poor, the sick, and the elderly.

How can we do it? We can do it be-
cause we do not pay for tax breaks for
the rich. There is only so much
money—you can either use it to help
the sick and the elderly or you can give
it to the rich. My Republican col-
leagues may say whatever they wish,
but the truth is that these very large—
these huge Medicare cuts are needed to
pay for their tax breaks for the rich.

The Republicans say they want to
help Medicare. But what they do is dif-
ferent. Thirty years ago, the Demo-
crats created Medicare and the Repub-
licans voted against it.

Two years ago, Democrats passed a
bill that helped the Medicare trust
fund. Every Republican voted no.

Earlier this year. the Republicans
took $87 billion from the Medicare
trust fund. Today, they want to cut an
additional $270 billion.

They voted against Medicare 30 years
ago, and they are voting against it
again today. My colleagues, actions
speak louder than words, and the Re-
publican actions are loud and clear.

The Republicans did not want Medi-
care 30 years ago and they want to dis-
mantle it now.

I do not believe that we must destroy
Medicare to save it. Democrats do not
raise premiums for seniors. Democrats
ensure that Medicare is there for our
families, for our children, for our
grandchildren, and their children.

Under their plan, the Republicans
eliminate nursing home standards.
Poor seniors lose help for copayments
and deductibles.

Under the Republican plan, the rich
get tax cuts, and our Nation’s elderly
and hard-working families get higher
Medicare bills. It’s a scam, a sham, and
a shame. I know it. You know it. Now
the American people know it.

Mr. Chairman, on this day, October
19, let the word go forth from this place
into every State, every city, every
town, every village, every hamlet that
it was the Republicans who voted to
cut Medicare—they voted to cut Medi-
care by $270 billion in order to give a
$245 billion tax break to the wealthy.
The Republican plan is too much, too
radical, too extreme.

We have more than a legislative re-
sponsibility to oppose this Republican
plan. We have a mandate, a mission,
and a moral obligation to protect Med-
icare.

This vote—this debate is about some-
thing much bigger than one vote. It is
bigger than one bill. It is about two
contracts, the Republican contact with
the rich, and the Democratic contract
with the American people—Medicare.
Medicare is a contract—a sacred trust
with our Nation’s seniors and our Na-
tion’s hard-working families.

My fellow Americans, remember—it
was the Democrats who found the cour-
age and the strength to provide health
care to our seniors, and it is the Demo-
crats who will preserve it for unborn
generations.

We must not and will not break the
contract with America’s seniors and
families. I urge my colleagues to sup-
port the Democratic alternative and
oppose the Republican plan to cut Med-
icare.

Mr. ARCHER. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, the facts have already
been presented to this committee. Med-
icare increases per beneficiary go from
$4,800 to $6,700 per year. The total ag-
gregate increase in medical expendi-
tures increases $1.4 trillion under our
plan over the next 7 years. But only in
Washington can an increase be called a
cut.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from
Pennsylvania [Mr. GREENWOOD].

Mr. GREENWOOD. Mr. Chairman,
earlier this year we got some very bad
news for Americans and senior citizens.
The trustees of the Medicare funds told

us that under all sets of assumptions
the fund goes bankrupt, and it goes
bankrupt in 7 years. Taking our re-
sponsibility very seriously, we Repub-
licans went to work.

We gathered with senior citizens,
with experts from around the country,
and we said, what can we do? Is there
any good news? Can we fix the situa-
tion? We found good news. We found
that health insurance costs for work-
ing people, not retired people, were
going down. Inflation rates at 10.5 per-
cent in Medicare are killing it.
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The private sector using intelligent
new programs have brought the infla-
tion rate down below to virtually zero.
We said the good news is this. We can
preserve Medicare, we can preserve fee-
for-service options for everyone who
wants to stay that way, but we have
new and exciting options.

Mr. Chairman, my mother and father
have chosen the managed-care option.
They love it. They save $1,000 a year
each because they no longer buy
MediGap insurance. They have new
prescription drug benefits. They get all
of the referrals they want. They are de-
lighted.

This plan is very straightforward. We
preserve fee-for-service, we increase
the per beneficiary expenditure from
$4,800 a year to $6,700 a year, and for
those seniors who want new choices, we
have excellent new choices in managed
care. This is a spectacular bill. Ameri-
cans will be proud of it. Senior citizens
love it. Vote ‘‘yes.’’

Mr. DINGELL. Mr. Chairman, I yield
2 minutes to the distinguished gen-
tleman from Oregon [Mr. WYDEN].

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

Mr. WYDEN. Mr. Chairman, our Na-
tion needs——

Mr. STARK. Mr. Chairman, will the
gentleman yield?

Mr. WYDEN. I yield to the gentleman
from California.

Mr. STARK. Mr. Chairman, I wish to
inform the gentleman that in the dis-
trict of the gentleman from Pennsylva-
nia [Mr. GREENWOOD] there will be $128
cut from hospitals over the next 7
years.

Mr. WYDEN. Mr. Chairman, our Na-
tion needs bipartisan reform of Medi-
care, but instead today’s bill will de-
liver a nationwide Medicare migraine.
Instead of listening to our seniors, and
our families, and to the inspector gen-
eral, this is a cut first, ask questions
later Medicare initiative, and the fraud
section is a metaphor for the whole
bill. Instead of legislation to protect
seniors and taxpayers, it protects the
crooks and the thieves. Instead of im-
proving access to health care, it pro-
vides a freeway to fraud, and, my col-
leagues, think of the words of the non-
partisan fraud-buster at the Office of
the Inspector General who said that
this bill will cripple, it will cripple, ef-
forts to bring justice.
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Let me tell my colleagues it is pos-

sible to develop 21st century Medicare
that works for seniors and taxpayers.
Reject this bill and come with me to
Oregon because I will show each of you
programs that protect seniors, hold
down costs, and insure that we have a
path to the 21st century. We can do
this job right. We can do it in a biparti-
san way. But let us listen to our sen-
iors and our taxpayers.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gentle-
woman from Oregon [Ms. FURSE].

Ms. FURSE. Mr. Chairman, I thank
the gentleman for yielding this time to
me.

I have here a list of words that I am
told the Republicans were asked to use
in this debate, words like historic, suc-
cessful, saves. Well, there was a his-
toric event 30 years ago. The Demo-
crats in this House passed Medicare.
Not one Republican voted for it.

Successful? Well, yes. This bill suc-
cessfully guts Medicare.

Saves? Well, yes. This bill saves the
promised tax breaks for the rich.

Mr. Chairman, also on this list it
says we should say the Democrats are
scaring 85-year-olds. Mr. Chairman, as
a member of the committee, I know
that it was the Republicans who or-
dered the arrest of 85-year-olds who
came to the committee. They came
there. They came to ask the committee
what is going to happen to our Medi-
care protection. They were Americans.
It is a disgrace that they were arrested.

I think there is a word that is not on
this list, Mr. Chairman, and that word
is shame.

Mr. BLILEY. Mr. Chairman, I yield
myself 30 seconds to respond.

Mr. Chairman, the rules of this House
are explicit. The chairman of any com-
mittee is required to preserve order,
and when citizens of any persuasion,
any age, come in, refuse to obey the or-
ders of this House, the chairman has no
choice but to have them escorted out of
the room.

Mr. Chairman, that is exactly what
happened in the Committee on Com-
merce, and that is what we had to do
regrettably, but that is the truth.

Mr. DINGELL. Mr. Chairman, I yield
myself 15 seconds.

Mr. Chairman, I love my dear friend
from Virginia, but I notice he did noth-
ing when a bunch of people came in and
dumped bags of mail from dead men,
from people who were not supporting
the legislation in question, and some of
which were addressed ‘‘contributor.’’
Our Republican colleagues have a great
sensitivity about the senior citizens,
but none whatsoever about rascality by
high-paid lobbyists.

Mr. BLILEY. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, the organization that
disrupted that meeting, I would like
the RECORD to show, 96 percent of those
funds come from the public treasury.
The person who was the ringleader was
a paid staff person.

Mr. Chairman, I yield 2 minutes to
the gentleman from Florida [Mr. BILI-
RAKIS].

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

Mr. BILIRAKIS. Mr. Chairman, I will
use the word ‘‘shame.’’ Shame on those
politicians who over the years, not just
now, use scare tactics and misinforma-
tion to frighten our senior citizens all
in the interests of getting votes
through fear. These actions are uncon-
scionable.

Only the most affluent retirees are
having their part B premiums raised
substantially. We are not raising Medi-
care copayments or deductibles. We
will not be reducing services or bene-
fits—our legislation ensures that the
core services in the current Medicare
Program will be retained and must be
offered to all beneficiaries.

I also want to make it clear that no
one will be forced into HMO’s. If Medi-
care beneficiaries wish to keep the cur-
rent fee-for-service benefit where they
have complete choice of their doctor,
they will be permitted to do so. If bene-
ficiaries want to enroll in an HMO
which might include additional health
benefits, or some other Medicare-plus
plan, they can do so. It will be their
choice. Under our proposal, coverage
will be assured to all senior citizens,
regardless of prior health history or
age.

From the beginning of this effort, I
have insisted that protecting bene-
ficiaries was an essential part of any
Medicare report effort. I represent a
congressional district that has one of
the highest percentages of senior citi-
zens in the country. I also worked for
years as an attorney and a community
volunteer with many retirees. Re-
cently, I myself, reached Medicare age.

This bill is the product of listening
and learning. It is a product of many
discussions with people who had real
life, day to day experiences with the
Medicare Program. It protects our cur-
rent beneficiaries while ensuring that
Medicare will exist for future bene-
ficiaries.

In a recent Washington Post article,
Robert Samuelson said it well when he
stated that ‘‘Republicans occupy the
high moral ground and the low politi-
cal ground. They have raised critical
questions at the risk of political sui-
cide.’’

And, knowing that, Republicans still
believe it is our responsibility to show
pure guts and courage to save Medicare
for our seniors, their children, and
grandchildren. We have taken on the
task of protecting and preserving Medi-
care because it is our moral respon-
sibility, not because of political neces-
sity. We have taken the higher ground
and this is ground that I am proud to
stand on.

Mr. WAXMAN. Mr. Chairman, I yield
2 minutes to the gentleman from Texas
[Mr. BRYANT] and I ask him if he would
yield back to me 15 seconds.

Mr. BRYANT of Texas. I yield to the
gentleman from California.

Mr. WAXMAN. Mr. Chairman, I just
want to comment on the statement
made by the previous gentleman. He
claimed we are not cutting benefits, we
are not going to make people pay for
benefits for their health care. How are
we getting $270 billion in Medicare cuts
and the AMA supports the bill? Some-
thing just does not add up.

Mr. BRYANT of Texas. Mr. Chair-
man, the gentleman’s logic is impec-
cable. I would point out that the losses
to hospitals in and around the district
of the gentleman from Florida [Mr.
BILIRAKIS] are going to be $210 million
over the next 7 years, and my colleague
says there are no cuts. His folks are
going to feel them.

The fact of the matter is, Mr. BILI-
RAKIS, as chairman of the Subcommit-
tee on Health, my colleague and his
Republican friends ought to be working
on the fact that health care costs are
rising. Instead my colleague is working
on cutting health care insurance that
elderly people use to cope with health
care costs. That is the problem.

The fact of the matter is it is not a
secret that my colleague’s party philo-
sophically does not believe Medicare is
the appropriate role of government,
and yet he comes in here and tells us
they are not cutting it. Mr. Chairman,
my colleague has gotten power, and
now he is cutting it. He boasts
throughout the land he is cutting gov-
ernment, but today, as he takes $270
billion out of the program that insures
the health needs of seniors, he says he
is not cutting it.

Only in Washington would anybody
believe that, Mr. ARCHER.

I would point out that with regard to
these cuts, Mr. Chairman, the gen-
tleman from Texas [Mr. ARCHER] and I
are pretty much both in the same situ-
ation. In Harris County, TX, we are
talking about $2.4 billion in cuts be-
tween 1996 and the year 2002 according
to the Health Care Finance Adminis-
tration.

Now my colleagues asked for facts,
There is facts. Dallas County, $1.6 bil-
lion in cuts between 1996 and the year
2002. Why? To pay for tax cuts for
wealthy people out of the hides of el-
derly people who are not going to be
able to pay their medical bills because
they have cut their insurance.

Mr. ARCHER. Mr. Chairman, I yield
myself such times as I may consume
very simply to say that once again we
are back into the same rhetoric. There
will be increases for hospitals across
this country. Those increases have al-
ready been demonstrated by the facts.

Only in Washington can a Member of
Congress stand up and call increases a
cut.

Mr. Chairman, I yield 2 minutes to
the gentleman from Michigan [Mr.
CAMP], a respected member of the com-
mittee.

(Mr. CAMP asked and was given per-
mission to revise and extend his re-
marks.)

Mr. CAMP. Mr. Chairman, I thank
the distinguished gentleman from
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Texas [Mr. ARCHER] for yielding this
time to me, and I rise today in support
of the Medicare Preservation Act be-
cause it officially ends the policy of
just raise taxes.

Mr. Chairman, some who oppose our
program have called it extreme. What
is extreme is that year after year the
Democrat’s answer to the Medicare cri-
sis has been to raise taxes. Almost
every year, Democrats dug deeper into
the pockets of working Americans just
to get through the next election. And
in 1993, they even raised taxes on sen-
iors citizens.

Nine times, since 1965, the Medicare
Board of Trustees has stated that Med-
icare was in severe financial trouble
and needed reform. What was the
Democrats answer? Raise taxes. Just
throw more money at it to get through
the next election.

Since 1965, Democrats raised the pay-
roll tax on working Americans eight
times, over 450 percent. They raised the
earnings subject to tax for Medicare 10
times, an increase of over 2000 percent.
Then they raised taxes on Federal and
State employees, and, when they still
needed more, in 1993, they raised taxes
on American seniors who had already
paid their fair share into the program.
Now, a senior earning just $34,000 pays
not half of their Social Security in
taxes but 85 percent. And now even the
President admits taxes were raised too
much in 1993.

Mr. Chairman, that is extreme.
Could we put the Medicare crisis off a

few years if we raise taxes again? Sure
we could.

Could we avoid the vicious attacks
by special interest groups if we didn’t
reform the system? Sure.

But we are not going to do that. We
are going to preserve, protect and
strengthen Medicare not to get
through the next election, but for the
next generation. We will ensure the
solvency of this program. We will in-
crease benefits. We will maintain the
current premium rate and for the first
time in the history of Medicare, we will
give seniors the right to choose the
health care plan that best suits their
health needs.

Mr. BLILEY. Mr. Chairman, I yield 5
minutes to the gentleman from Florida
[Mr. STEARNS].

Mr. STEARNS. Mr. Chairman, I
would like to have a colloquy, if I
could, with the gentleman from Penn-
sylvania. Both he and I have worked
hard in our districts getting the mes-
sage out how important it is to look at
this program because it is going bank-
rupt, and we want to offer them
choices, much like the choices that the
gentleman and I have. Perhaps many
Members do not know that a large
number of the Federal employees are
retired and they have choices, HMO’s,
PPO’s, and all these other things. Let
us talk, for example, about a widow
whose $600-a-month pension is too low
to pay for this expensive part C
medigap insurance and whose biggest
problem is that she cannot afford the
deductible portion of her doctor’s bill.
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So what happens, she does not go to

take care of herself. Now, what would
we have under this program with our
HMO’s and PPO’s and the PSN’s? I
mean, even a $5 doctor bill is some-
thing that she would be concerned
about. You might want to amplify on
that.

Mr. GREENWOOD. If the gentleman
will yield, the option that would be
very attractive for the constituent in
your district that you just have de-
scribed would be a managed care op-
tion. Most of the managed care compa-
nies have told us that, and they are al-
ready doing this in many areas of the
country, that they will offer managed
care plans in which there is no require-
ment whatsoever to pay Medigap insur-
ance. So that $1,000 a year that she
may be paying now toward her Medigap
insurance would disappear. Suddenly
she would gain new benefits. She would
probably gain a prescription drug bene-
fit. She may get an improved dental or
vision benefit. She would no longer
have that out-of-pocket cost at all and
still be able to go to her doctors within
her network whenever she chooses. She
would, I think, would welcome this
change very much and be far better off
and have more money left over in her
budget at the end of each month.

Mr. STEARNS. Is it not a point of
fact that all the people in this room
have the Federal employee health ben-
efit program, and is it not a point of
fact that people on this side are in
HMO’s, in fact, there are Members of
Congress who have retired who are in
health management organizations and
they are not picketing and screaming
and worried? Because actually what we
are trying to do is develop a program
for Medicare that is much like the
First Lady and the President has and
all of us have, which basically says
that health management organizations
might work for some people. It should
be a choice, and surely if it is good
enough for Members of Congress, these
same choices should be available for
the seniors. So I think that is what you
are saying for this particular woman in
Florida who is on a very small pension
every month. This would be a possible
choice for her. You might want to just
amplify on that, because I know you
have toured, like I have, many health
maintenance organizations, talked to
the seniors, and for some of them they
are very happy.

There are people that have high
monthly drug costs, and the HMO is
paying for that, and it is paying for
their deductible. So that surely that is
an approach we should not rule out by
keeping the one warehouse, one-size-
fits-all program we now have. Surely
moving it to what we have in the Fed-
eral employee health benefits program
is a step forward.

Mr. GREENWOOD. The fact of the
matter is 9 percent of seniors in this
country already have chosen the option
of receiving their Medicare benefits
through managed care. That number is

growing rapidly because you know how
seniors will get together and talk and
compare notes, and when one learns
from the other that they have a new
prescription drug program benefit,
they say, ‘‘How do I get that,’’ and
they make the choice.

One of the things about this debate
that has been interesting to me is you
and I and Members of this side of the
aisle know our friends on the other side
of the aisle will spend all day, as they
have spent the last 6 or 7 months, scar-
ing senior citizens that all of these ter-
rible things are going to befall them.

The fact of the matter is that we are
confident today, we are confident be-
cause we know when the political dust
settles, when this plan is finally signed
into law, that the senior citizens will
then, beginning in January, have these
new options. They will see, my good-
ness, their copays did not go up,
deductibles did not go up, their Social
Security check, even with part B de-
duction, is bigger than it was this year.
They will then thank us. Once this de-
bate is over, we think we will be able
to say we told you so.

Mr. STEARNS. Is it not also true, if
they want to remain in Medicare as it
is right now, they can still do that?
They still have that choice?

Mr. GREENWOOD. Absolutely. That
is the beauty part. We have made cer-
tain from day one there is the fee-for-
service option will always be available
to every single senior citizen in Amer-
ica that wants to keep it. Those that
may be a little too old for change, do
not like to change, can keep their fee-
for-service and enjoy the kind of Medi-
care that they have grown to enjoy
these past years.

Mr. GIBBONS. Mr. Chairman, I yield
myself 30 seconds.

I know the two gentlemen who just
had this colloquy on the floor are sin-
cere. But last year I checked all of the
Medicare policies of every Member in
Congress here. Ninety-nine percent of
us have fee-for-service. Ninety-nine
percent of us have fee-for-service, and
all of those, all of those that have fee-
for-service have abortion benefits in
our medical care policies. You know,
those are in the records of the House.
Go check them.

PARLIAMENTARY INQUIRY

Mr. THOMAS. Mr. Chairman, I have
a parliamentary inquiry.

The CHAIRMAN. The gentleman will
state his parliamentary inquiry.

Mr. THOMAS. Mr. Chairman, is it
against the rules to wear slogans, but-
tons, while addressing the Committee
of the Whole, and did the Chairman not
already indicate what the rules are?

The CHAIRMAN. The gentleman is
correct.

Mr. STUPAK. Mr. Chairman, I yield
90 seconds to the gentleman from New
York [Mr. MANTON].

Mr. MANTON. Mr. Chairman, at the
outset, I yield to the gentleman from
Michigan [Mr. STUPAK].

Mr. STUPAK. Mr. Chairman, I just
wanted to point out the last speaker in
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the well down here, the gentleman
from Florida [Mr. STEARNS], his dis-
trict will lose $154 million over the
next 7 years if this Republican plan
goes through, just to give a tax break
to the rich.

I am more concerned about the State
of Michigan where the gentleman from
Michigan [Mr. CAMP] spoke in which in
his district the hospitals will lose $125
million between now and 2002 just to
pay for this tax break for the rich.
Being from Michigan, I am very con-
cerned about that.

Mr. MANTON. Mr. Chairman, I rise
in strong opposition to this draconian
plan to slash $270 billion from Medi-
care. This so-called Medicare preserva-
tion plan will seriously threaten the
integrity of the program and inflict
undue pain on America’s elderly.

Under this bill, the elderly will suffer
an increase in their premiums and a de-
crease in the quality of their health
care services. Quite simply, you are
asking seniors to pay a lot more, but
expect a lot less.

And last night, Mr. Chairman, in one
final act of cruelty, the majority in-
cluded a provision to deny anti-nausea
drugs for chemotherapy patients. How
can you possibly justify denying basic
dignity and comfort to those in the
twilight of their life, who are fighting
for that very life.

Speaking out against this outrageous
proposal is not a matter of dema-
goguery, its a matter of duty. Duty to
the senior citizens we represent.

Oppose this legislation.
Mr. ARCHER. Mr. Chairman, I yield

30 seconds to the gentleman from Lou-
isiana [Mr. MCCRERY].

Mr. MCCRERY. Mr. Chairman, the
gentleman stated something that is
just incorrect, and it has been stated in
the media some. We are not denying
payments for anti-nausea drugs for
cancer patients. The fact is that we
will continue to pay for the intra-
venous drug that people, the cancer pa-
tients, use to fight nausea.

Mr. BLILEY. Mr. Chairman, I yield 4
minutes to the gentleman from Penn-
sylvania [Mr. GREENWOOD].

Mr. GREENWOOD. Mr. Chairman, I
yield to the gentleman from New York
[Mr. PAXON] for a question.

Mr. PAXON. Mr. Chairman, I have
many constituents back in western
New York, in the Buffalo and Roch-
ester, Finger Lakes areas, that are con-
cerned about catastrophic costs in
health care. How would medical sav-
ings accounts help those with recurring
health problems pay for these cata-
strophic expenses?

Mr. GREENWOOD. The medical sav-
ings account is a new component of
Medicare that we have included in this
reform. Those seniors who choose it
would have deposited into their medi-
cal savings account a number of dollars
that would average about $5,000 across
the Nation; the first portion of that de-
posit would be used to buy catastrophic
or major medical insurance that would
cover them above he deductible. Then

the senior gets to use what is left in
the account for his or her medical ben-
efits, go to whatever doctor or hospital
he or she wants. Once the deductible is
reached, then in a year in which that
particular individual has high costs,
then the medical, the catastrophic,
coverage would kick in and they would
have no more out-of-pocket costs what-
soever.

In a year in which she was particu-
larly healthy, managed her costs and
did not go to a doctor very often, she
would be able to keep the balance in
the medical savings account. It is a
good opportunity for savings for those
seniors.

Mr. PAXON. I would make a com-
ment. My parents are both retired.
Both have had catastrophic health care
concerns. Of course, this would be very
important to them.

I also want to make the point Medi-
care is important to them today, too.
They want to see Medicare protected
and strengthened. It is their health
care needs. It concerns me deeply. If
their Medicare is not safe and secure,
they have to turn to the family to help.
We want to make certain for them and
all of the constituents this plan is pre-
served and protected for the coming
years.

Mr. FRISA. Mr. Chairman, will the
gentleman yield?

Mr. GREENWOOD. I yield to the gen-
tleman from New York.

Mr. FRISA. Mr. Chairman, I just
wanted to, if we could, because this is
such a serious issue, it is an important
one for our senior citizens. My folks
are both retired and are counting on
Medicare being there throughout their
retirement, and they are happy that we
are taking the opportunity to make
Medicare safe and sound and better for
all of us.

So I would like to ask the gentleman,
are there going to be increased funds
for seniors under the Republican plan?

Mr. GREENWOOD. Well, of course,
there are. Despite all of the rhetoric to
the contrary, we are actually taking,
right now, we are spending on average
$4,800 per each beneficiary in the Medi-
care Program. Our plan increases that
about 5 percent each year for a 40-per-
cent increase over the next 7 years. So
7 years from now we will be spending
$6,700 for beneficiaries. It is a huge in-
crease.

What we are doing is bringing down
the unsustainable inflation rate which
is bankrupting the system.

Mr. FRISA. In other words, and I
think this is very important, despite
the rhetoric, it is really not truthful.
We are saying the average senior citi-
zen will be getting an extra 100 $20-bills
spent on their medical behalf. So there
is more money being spent for senior
citizens under the Republican plan.

It is absolutely incredible, I think
you would agree, that my colleagues on
the other side of the aisle are trying to
say that 100 additional $20-bills for our
senior citizens is a cut. It is absolutely
incredible.

I thank the gentleman for explaining
that and making it clear to the Amer-
ican people and, most importantly, to
our senior citizens that the Repub-
licans, by providing a $2,000-per-bene-
ficiary increase is what is going to save
Medicare for our seniors so they can
feel that it is safe and sound and better
for them.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from Florida [Mr. DEUTSCH].

Mr. DEUTSCH. Mr. Chairman, you
know, sometimes we can make com-
plicated issues simple. If we are saving
$270 billion and there are 37.6 million
beneficiaries, this is what it is going to
cost each Medicare beneficiary in
America, whether in terms of direct
out-of-pocket expenses or not.

There is another chart which I think
is probably the best chart and the
clearest and most factual, and if we
can focus in on this so people watching
can see, my Republican colleagues
have said we have to do something,
there is this incredible crisis, the trust
fund is gong to go bankrupt in 7 years.

Well, the Medicare Program has ex-
isted for 30 years. Twelve of those thir-
ty years there was a shorter life ex-
pectancy than 7 years that exists
today, and we did incremental changes.
We fixed it.

It is a flat-out lie that this is unprec-
edented. It is a flat-out lie that $270
billion needs to be cut. It is a flat-out
lie that choice will be available for
Medicare beneficiaries.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Tennessee [Mr. CLEM-
ENT].

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

Mr. CLEMENT. Mr. Chairman, I rise
in opposition to the Republican Medi-
care reform plan and ask my colleagues
to support the Dingell-Gibbons sub-
stitute.

Mr. Chairman, when President Lyndon
Johnson began the Medicare Program in
1965, less than half of all seniors had health
insurance. It was understood that the elderly
had declining resources, costly health care
needs, and few insurers willing to sell them
coverage. Since its creation, the Medicare
Program has been a great success. Today, 99
percent of senior citizens and a substantial
proportion of the disabled are covered by
Medicare. It has contributed to reducing pov-
erty among the elderly and causing the life ex-
pectancy rate in America to exceed that of
every country in the world except Japan. Med-
icare is fulfilling its mission.

Let me review briefly the two areas of the
Medicare Program. Part A of Medicare is fi-
nanced by the hospital insurance trust fund,
which comes primarily from the hospital insur-
ance or Medicare payroll tax contributions paid
by employers, employees, and self-employed
individuals. Medicare part A will pay for inpa-
tient hospital care, skilled nursing facilities,
home health care, and hospice services. It is
the trust fund of part A which the Medicare
trustees say is ‘‘severely out of financial bal-
ance’’ and must receive ‘‘prompt, effective,
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and decisive action’’ from Congress to restore
the stability of the program.

The second aspect of the Medicare Pro-
gram is part B, the supplementary medical in-
surance trust fund. Part B is optional, and pri-
marily finances physician and hospital out-
patient services. Part B is financed by pre-
mium payments from enrollees and by general
revenue funds from the Federal Government.
The part B premium is currently $46.10
monthly or 31.5 percent of total costs of Medi-
care, and the budget of 1993 would bring the
premium down to 25 percent of total costs
from 1996 to 1998. Beneficiaries are respon-
sible for an annual deductible of $100 and co-
insurance, usually a 20-percent copayment.
The part B trust fund is not in financial crisis,
though only because it is financed partially by
the general fund which is experiencing run-
away health care costs and driving up the def-
icit of the U.S. Government.

Let me be clear that I do not believe Medi-
care is out of control or too generous as some
have stated. In truth, Medicare pays only 45
percent of the Nation’s health care bill for the
elderly, and it is less generous than 85 per-
cent of private health insurance plans.

The problems we are facing with Medicare
today are primarily external, not internal.
Though some problems do exist internally
such as fraud and abuse, most of the factors
which bring us to the present crisis are exter-
nal. Let me share a few with you.

First, the primary threat to Medicare is its
rising costs which are consequently driving up
the Federal deficit at alarming rates. The abil-
ity of any reform proposal must be measured
by the following yardstick if we are to balance
the budget and get our financial house in
order: Does the reform measure control the
costs of Medicare? Over the past 20 years the
cost of the Medicare Program has increased
an average of 15 percent a year. In this year
alone, Medicare will account for 11.6 percent
of all Federal spending. This will rise to 18.5
percent by 2005 if costs are not controlled.

Another factor which threatens the future of
Medicare is the growing number of senior citi-
zens in America. The Baby Boomers will begin
retiring shortly after 2010, and recent years
have seen a dramatic increase in life expect-
ancy. During the 30-year period from 1990 to
2020, the growth rate of the senior citizen
population will be double the growth rate of
the total U.S. population. This means that
those receiving Medicare benefits will out-
number those employees and employers pay-
ing into Medicare.

Among other contributors to the rising cost
of Medicare are the high cost of advanced
medical technologies, the rapid increase in
procedures by doctors after a fee schedule
was imposed by Medicare, the fee-for-service
arrangement which gives no cost-saving in-
centives to providers or patients, and the rise
of Medicare fraud and abuse. All these fac-
tors, some of which I applaud such as life ex-
pectancy and miraculous technology, have
brought us to this present moment of crisis.

Before looking at the specific proposals to
reform Medicare, I wish to suggest the values
which I believe should drive any attempt at re-
form. I believe you will agree with me. These
values are:

First, ensuring that every dollar saved from
Medicare goes directly toward strengthening
the part A trust fund and eliminating the Fed-
eral deficit;

Second, making the trust fund sound for the
short term and the long term;

Third, protecting beneficiaries from dramati-
cally increased costs and reduced access to
care;

Fourth, improving patient choice without co-
ercion or compromising the quality of care;

Fifth, reasonable sacrifice by all while ensur-
ing the quality and viability of provider services
for all Americans.

Let us now turn to a quick overview of the
two major proposals now before the Congress,
one from each party. First, let’s look at the Re-
publican plan to reform Medicare.

The Republicans, in their noble effort to bal-
ance the Federal budget and reduce the defi-
cit, agreed to a fiscal year 1996 budget resolu-
tion which would reduce the rate of increase
in Medicare spending by $270 billion by the
year 2002, bringing its rate of growth down
from its current 10 percent a year to about 6
percent a year.

The most important innovation in the Re-
publican proposal is a feature which would
allow Medicare beneficiaries to opt for a wide
range of privately run health plans, with the
Government paying the premium. The plan
would provide an incentive for beneficiaries to
choose an option that is less costly, such as
managed care or preferred provider groups,
while allowing those who want to stay in the
traditional fee-for-service style Medicare Pro-
gram to do so. However, the Republican plan
would force many low-income seniors out of
the traditional program because of the high
cost of staying in the fee-for-service as com-
pared to other options. The Dingell-Gibbons
substitute, which I will support today, allows
seniors to move into managed care and re-
wards this cost-saving sacrifice without pun-
ishing those who wish to stay in traditional
fee-for-service programs.

Another set of cost-saving provisions in the
Republican plan would reduce the growth of
fees paid to hospitals, doctors, and other care
providers by an estimated $110 billion over 7
years. The Democratic and Republican plans
both rely heavily on reductions in the increase
of payments to providers, but the Republican
plan also contains a look back provision which
I oppose that would balance the budget on the
backs of providers if the projected cost sav-
ings are not realized. This will only mean that
doctors and hospitals will begin turning down
Medicare patients, leading to a national health
care travesty.

Both Democratic and Republican plans also
contain provisions to eliminate excessive fraud
and abuse within the Medicare Program. The
Congressional Budget Office estimates that at
least $20 billion could be saved over 7 years
by reducing fraud and abuse in the Medicare
Program. I believe it is wrong to raise pre-
miums for seniors until the cheats and ripoff
artists are weeded out of Medicare. The
Democratic plan makes significant headway
toward reducing fraud, but the Republican
plan will repeal existing statutes that keep
doctors from preying on their patients for their
own financial self-interests.

These measures, and others, are slated to
ensure the viability of the Medicare part A
trust fund. Let us turn to part B for a moment.
I remind you that the primary reason to reform
part B is to reduce the growth in the Federal
deficit, not to build up the part A trust fund
which receives its revenues from elsewhere.
The Republicans choose to deal with the ris-

ing cost of part B by keeping the part B pre-
mium at 31.5 percent of total cost rather than
at 25 percent as now planned. This means a
doubling of Medicare part B premiums by
2002, increasing from $46.10 now to approxi-
mately $104 in 2002. While I do not oppose a
sensible increase in premiums, I believe this
increase is out of reach for many low-income
seniors. I support the Democratic plan which
would permanently maintain premiums at 25
percent of total cost.

As you can see, many of the aims and
methods are the same in the two plans. But
the details differ at significant points, particu-
larly with regard to how much of the burden
seniors are asked to bear.

I would like to sum up the Medicare debate
as I see it. First, I support many of the reforms
both sides support including incentives for en-
tering managed care, slowing the increase in
provider payments, and eliminating fraud and
abuse. These are all contained in the Demo-
cratic substitute which I am supporting.

Let me share with you my disagreements
with both plans, Democratic and Republican.
Too often Democrats have sat on the sidelines
this year while the Super Bowl is being played
on the field—we have offered more critique
than solutions. While this may be a good polit-
ical stunt, it is not responsible nor respectful of
our Nation’s senior citizens or our children
who will bear the cost of the Medicare Pro-
gram if we do nothing. But I have not been
content to sit on the sidelines. Before this de-
bate even began, I stepped out in support of
health care reform bill this year that would
have made many of the adjustments we are
now discussing. Even today, I would have pre-
ferred to have voted for the coalition substitute
which would have dealt with part A and part
B. But the Republicans in the Rules Commit-
tee would not allow this bill to come to the
House floor for a vote. So, today I will choose
between the better of two evils and support
the Democratic substitute.

I sharply disagree with Republicans at one
major point. Earlier this year, the Republicans
voted for a $245 billion tax cut which gives
over 50 percent of the cut to those who make
over $100,000 a year. It is any wonder then
that Republicans now need to save $270 bil-
lion from the Medicare Program to pay for
these tax cuts. I believe a tax cut of this mag-
nitude at this time is irresponsible, especially
when the majority of the tax cut goes to
wealthy Americans. This translates into the
outrageous premium and deductible increases
Republicans now propose.

The seniors in my district are telling me,
‘‘Congressman, I don’t mind sacrificing some
benefits and bearing some of the financial bur-
den of the Medicare Program to ensure the vi-
ability of the trust fund. But it seems to me
that the Republicans are asking us to bear
most of the burden for this reform, and it is not
fair.’’ I’ve been hearing a lot of people at home
saying that they are beginning to think that
GOP stands for Get the Old People party. I
am not so sure they are wrong.

The Greek word for crisis is krisis. The
Greeks used this word to point to a critical
moment in time when the road ahead would
either mean a time of devastation or a time of
great opportunity. This is a time of krisis. The
decisions Congress make at this time will
mean a future of prosperity and health security
for all Americans, or it will mean a bleak future
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of prosperity and health care for only the privi-
leged few. I believe this is the time of great
opportunity, and together we will forge out a
Medicare Program that will provide the best
health care for our Nation’s elderly for dec-
ades to come.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from Wis-
consin [Mr. KLECZKA].

Mr. KLECZKA. Mr. Chairman, the
previous speaker indicated we are
going to be giving all of this cash to
senior citizens under the Republican
plan.

What he did not tell the seniors that
are watching today is we are going to
double your premiums in part B; all
right. The Senate provisions provides
more copays, more out-of-pocket-ex-
penses.

Seniors, this is what you are getting:
Nothing.

Mr. GIBBONS. Mr. Chairman, I yield
2 minutes to the gentleman from Mas-
sachusetts [Mr. NEAL].

Mr. NEAL of Massachusetts. Mr.
Chairman, the Massachusetts Hospital
Association and the gentleman from
Massachusetts [Mr. TORKILDSEN] have
rejected the Republican Medicare bill.
The MHA says the spending reductions
in these proposals are too fast, too
deep, and would jeopardize the ability
of Massachusetts hospitals to provide
quality health care to patients and
communities.

Health care in Massachusetts is
world-class. When Raisa Gorbachev and
Elizabeth Dole, and as I learned yester-
day, when Chairman SOLOMON, of the
Committee on Rules, all were ill, they
came to Massachusetts.

b 1300
If the Medicare bill was a good bill,

would not the Massachusetts teaching
hospitals, with the renowned reputa-
tion that they have earned over many
years, take the lead and endorse the
bill? We trust these hospitals with our
lives. We should also trust their assess-
ment of the Republican Medicare bill.

The Gingrich Medicare cuts are sim-
ply too large for hospitals to absorb.
Cuts of this magnitude will damage the
quality of health care in America, es-
pecially for senior citizens and future
generations. We should be investing,
and not cutting research and edu-
cation.

These outlandish cuts to hospitals
will cause massive job loss across this
country. The people hurt most by these
cuts will be the hard working men and
women of America, all so that a tax
cut can be given to wealthy Americans
who have not even asked for it. It is
just not right.

Mr. DINGELL. Mr. Chairman, I yield
11⁄2 minutes to the distinguished gen-
tleman from New Mexico [Mr. RICHARD-
SON].

(Mr. RICHARDSON asked and was
given permission to revise and extend
his remarks.)

Mr. BROWN of Ohio. Mr. Chairman,
will the gentleman yield?

Mr. RICHARDSON. I yield to the
gentleman from Ohio.

Mr. BROWN of Ohio. Mr. Chairman,
under the Gingrich Medicare plan, the
hospitals in and around the district of
the gentleman from New York [Mr.
PAXON] will lose $64 million over the
next several years to give tax breaks to
the wealthy. Under the Gingrich Medi-
care plan, the district of the gentleman
from New York [Mr. FRISA] will lose
$262 million, again to give tax breaks
to the wealthiest people in this coun-
try that do not need it.

Mr. RICHARDSON. Mr. Chairman,
reclaiming my time, I want to talk
about the effect of this plan on rural
hospitals. That is what I represent. On
Indian reservations throughout the
State of New Mexico and many States
in this country, rural health care will
be devastated. Rural hospitals will
close under this plan. In no way are
they going to get more funds and re-
sources.

Now, this is according to the Amer-
ican Hospital Association. The typical
rural hospital will lose $5 million in
Medicare funding over 7 years, and that
means many of them are going to
close. In my own district, the average
senior lives on $800 a month, and pay-
ing $92 a month in premiums and un-
limited out-of-pocket expenses is going
to be devastating.

Rural Medicare patients are going to
lose access to doctors. America’s rural
areas are going to need at least 5,000
more primary care physicians to have
the same access to those that accept
Medicare. The American Medical Asso-
ciation says cuts in Medicare are so se-
vere they will unquestionably cause
some rural physicians to leave Medi-
care.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from Ohio [Mr. BROWN].

Mr. BROWN of Ohio. Mr. Chairman, I
appreciate the gentleman yielding
time.

Mr. Chairman, we have listened to
the Republicans talk over and over
about what a great plan this is, how it
expands choice. The fact is senior citi-
zens in this country now have full
choice with Medicare. Yes, under the
Gingrich plan seniors will have their
choice of a plan, but they lose their
choice of doctor.

The Gingrich plan gives physicians
financial incentives, the New York
Times calls it ‘‘bribes for doctors,’’ to
move out of traditional fee-for-service
into HMO’s. Medicare beneficiaries
therefore will be pushed out of tradi-
tional fee-for-service and forced into
HMO’s, forced into managed care.

This is purely and simply a political
payoff to big insurance companies. We
know it, NEWT GINGRICH knows it, the
Republicans know it, and the American
people know it.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from New
York [Mr. HOUGHTON], a respected
member of the Committee on Ways and
Means.

(Mr. HOUGHTON asked and was
given permission to revise and extend
his remarks.)

Mr. HOUGHTON. Mr. Chairman,
there is a lot of emotion in this issue,
and I can understand it. It is a very im-
portant issue. I always think of what
Wilbur Mills said, that there are prob-
ably more votes changed in the House
Chapel than there are on the House
floor.

I am not going to try to convince
anybody, but I am just going to tell
you where I am coming from. The gen-
tleman from Ohio [Mr. BROWN] has
thrown around a lot of numbers is
terms of how many cuts will be in peo-
ple’s hospitals. I would question those
numbers. I have seen those numbers
myself as far as my own district is con-
cerned and I question the authenticity
of them.

Second, I think the issue is are we
going to face up to this thing or not?
Everybody agrees we should. The Presi-
dent agrees, the Democrats agree, the
Republicans agree. How are we going to
do it? It is a matter in terms of timing
and numbers.

Also, there always is a better way. I
can devise a better way. I am not sure
this plan is exactly the way I want, but
it is a good plan.

The next point is that there are no
eternal fixes for the Medicare problem.
We never can go asleep. We are always
going to have to be on top of this
thing. The question is are we going to
have a short-term or longer term ap-
proach to this thing.

Let me talk a little bit about cuts. If
I spend $1 today and I spend 90 cents 7
years from now, that is a cut. If I spend
$1 today and I spend $1.45 7 years from
now, that is not a cut. Those are the
relationships we are talking about.

Let me talk a little bit about taxes.
I did not vote for a tax cut. I did not
think it was appropriate, I did not
think it was the right timing. However,
the Republican Party has felt that is
important, the President has felt that
is important, the gentleman from Mis-
souri [Mr. GEPHARDT], the minority
leader, has felt that is important. It is
a fact we deal with everyday. Why can
we not get together; why can we not, if
our philosophy is the same, do some-
thing which is important as far as this
overall Medicare issue is concerned?

Mr. GIBBONS. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from In-
diana [Mr. JACOBS].

Mr. BROWN of Ohio. Mr. Chairman,
will the gentleman yield?

Mr. JACOBS. I yield to the gen-
tleman from Ohio.

Mr. BROWN of Ohio. Mr. Chairman,
the gentleman from New York [Mr.
HOUGHTON] mentioned he has other fig-
ures and he did not believe these fig-
ures. Under the Gingrich Medicare
plan, the hospitals in and around the
gentleman’s district, my friend from
New York, will lose $167 million over
the next 7 years.

I would ask if he would come back in
the well and perhaps tell us what the
numbers he has that are different from
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the numbers that we have been re-
counting, because we have heard no de-
bate or no questioning of those num-
bers.

Mr. JACOBS. Mr. Chairman, reclaim-
ing my time, speaking of numbers, the
proponents of this measure cite approv-
ingly the trustees’ report that there
will be a shortfall in the next 7 years in
Medicare part A, and that is the truth.
But it is not all the truth.

The rest of the trustees’ report states
how much that shortfall is, $90 billion.
So if you accept approvingly the one
part, you should accept approvingly
the other; $90 billion is considerably
less than $270 billion. I wonder anyone
remembers the city of Bentre in Viet-
nam. That is the one that was wiped
out, every lock, stock, horse carriage,
human being, and building, the Army
major declaring it became necessary to
destroy it in order to save it.

My father used to say that in politics
you can get people to eat the pudding,
but you cannot get them to read the
recipe. Today we are talking the rec-
ipe. We will see how the pudding tastes.

Mr. DINGELL. Mr. Chairman, I yield
2 minutes to the distinguished gentle-
woman from California [Ms. ESHOO].

Ms. ESHOO. Mr. Chairman, today the
Gingrich Republicans are being encour-
aged to use certain words, probably put
together by some PR agency or PR per-
son, to describe their Medicare plan,
words like ‘‘historic, serious, and long-
term.’’

Well, in some ways, I could not agree
with them more. Their plan is historic
because it marks the end of a 30-year
commitment to provide our seniors
with health care. It is serious. It is rad-
ical surgery, because it places the lives
and well-being of 37 million Americans
at risk. And it is long-term because it
will tear holes in our social safety net
that will remain for many years to
come.

It ‘‘saves, preserves, and protects,’’
not Medicare, but $245 billion in tax
breaks that no one is asking for. It
‘‘protects the right to stay with your
doctor,’’ but only if you are able to pay
more for the privilege. It ‘‘protects the
right to choose,’’ only if your choices
are slim and none. It is ‘‘responsible,’’
but only if you are a member of the
AMA. It is ‘‘innovative and bold,’’ inas-
much as it breaks new ground for being
cruel to seniors. It is ‘‘the right thing
to do,’’ but only if your parents did not
raise you to know any better.

Mr. Chairman, the Republican Medi-
care plan is all these words and one
more, disgraceful, and I urge my col-
leagues to defeat it so that we can go
on and make America a stronger, bet-
ter, and more gentle Nation.

Mr. GIBBONS. Mr. Chairman, I yield
3 minutes to the gentleman from Wash-
ington [Mr. MCDERMOTT].

Mr. MCDERMOTT. Mr. Chairman,
like the gentleman from New York
[Mr. HOUGHTON], I wish that this debate
would be about substance and we could
actually talk about what is going to
happen. We can argue about $90 billion

or $270 billion, but the real issue here is
what is happening to the health secu-
rity of senior citizens.

Right now, senior citizens in this
country get enough money to buy a
program that covers what they need.
And the Republicans are saying that in
the first year, 1996, in the dark bar, we
are going to give them enough to buy
exactly what they have today. By the
year 2000, you can see that the dark bar
does not go as high as the CBO says an
equivalent health plan is going to cost.
The difference is $1,100. That is the na-
tional average.

Now, if you are from California and
watching this, you are going to need
another $1,200. If you are from New
York, you are going to need another
$1,100. If you are from Texas, you are
only going to need $994. Ask yourself
where those senior citizens are going to
come up with that extra $1,100 to buy
the same thing they have today.

Every time the Republicans use the
word, ‘‘choice,’’ listen to that and say
to yourself ‘‘voucher.’’ They are put-
ting my father and my mother, my fa-
ther 90, my mother 86, and everybody
else’s grandparents and parents, out on
the street with a voucher. They call it
choice. We are going to let you choose
anything you want. But if you do not
have the money, if that voucher only
buys 75 percent of what it buys today,
who will make it up? The kids will
make it up.

This is the hidden agenda here. They
are shoving that $1,000, they will not
say it is cuts and I will not say it is
cuts, they are shoving that additional
$1,000 into their kids.

If you happen to be out there watch-
ing this or if Members are on this floor
and happen to have a kid in college,
you know what tuition does to you. To
have your parents show up at the same
time and say, ‘‘well, I cannot afford it.
It is not paid for by my health insur-
ance,’’ for the first time in 30 years,
people my age, 58 and down, are going
to have to think about how they make
up that difference for their parents.

One can talk about $90 billion and
actuarials and all the rest of this stuff.
There is 96 pages of things where they
give away to doctors. As a doctor, I am
ashamed by the kind of deal they came
in and cut. When we are cutting money
from senior citizens and putting them
at risk like this, for doctors to come in
and negotiate for another $500 million,
is a shame. There is no reason to do
that.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from
Washington [Mr. WHITE].

Mr. WHITE. Mr. Chairman, I would
like to say, first of all, that the expla-
nation we just heard from my col-
league from the Seattle area, who I
have a great deal of affection and re-
spect for, is exactly the kind of think-
ing that got us in this mess in the first
place. We have been doing this for 30
years, and the fact is it is a self-fulfill-
ing prophecy.

If the Government tells you the cost
of medical care is going to go up 10 per-

cent every year, you can be sure that it
will, because people who are buying
health care or selling health care to
the Government are going to spend
every nickel their customer tells them
they are going to spend the next year.

The fact is we have to exercise some
control at the Federal Government
level to control these costs. Otherwise,
they will be out of control forever and
that is the reason we find ourselves in
this situation. We have to fix this pro-
gram. Otherwise, it is going to go
bankrupt.
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I want to say one other word about

the Seattle area because it is very im-
portant. Seattle is an urban commu-
nity and yet it is one of the healthiest
communities in the Nation. It is also
one where we have one of the most effi-
cient health care systems in the Na-
tion.

Why is that, Mr. Chairman? It is be-
cause in Seattle we essentially in-
vented the managed care program.
Under managed care individuals get to
sign up in a program that looks out for
your health over the long-term basis.
Instead of trying to cure diseases as
they come up, it actually prevents in-
dividuals from getting sick in the first
place. A lot of people in the Seattle
area have found that to be a good idea.

One of the great things about this
bill is that it tries to do for the rest of
the Nation what we have done very
successfully in Seattle by having the
option to take managed care instead of
the fee-for-service program. We have
been able to keep the costs down across
the board, and that is what this bill
will do for the entire country.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes and 30 seconds to the gen-
tleman from Ohio [Mr. PORTMAN], an-
other respected member of the Com-
mittee on Ways and Means.

Mr. PORTMAN. Mr. Chairman, I
thank the gentleman for yielding time
to me.

We have heard a lot today from the
other side of the aisle about how the
increases in spending in our Medicare
plan will not keep up with the private
sector growth. We just heard from the
gentleman from Washington [Mr.
MCDERMOTT]. I wish his chart were
still up. Maybe it can be put up again.
It might be useful to have it. It is just
not accurate. It is not accurate.

The charts we just saw from the gen-
tleman compares apples to oranges. It
is full of unknowns. It is full of false
assumptions. Let me give Members a
couple.

First of all, the Medicare figures are
per beneficiary. The private sector fig-
ures are not per beneficiary. How can
we compare those two? The private sec-
tor figures are, thus, inflated.

Second, the Medicare figures the
Democrats use do not include a lot of
other costs, including administrative
costs. It is comparing apples to or-
anges.

Here is a better chart that illustrates
clearly what the gentleman from New
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York [Mr. HOUGHTON] and others have
been trying to explain, which is that
under this bill before us Medicare
spending actually goes up. Guess what?
It actually keeps pace with the private
sector. It will be higher than the pri-
vate sector 7 years from now as it is
today.

This chart compares apples to apples.
It compares what employers will pay
per employee for health care in the pri-
vate sector to what the government
will pay per beneficiary under the Med-
icare Preservation Act. It clearly
shows that, even when we assume a
growth rate of 7 percent, as the gen-
tleman from Washington did, Medicare
will still pay more in each year
through the year 2002 than we pay in
the private sector. In fact, that 7 per-
cent private sector health care figure is
inflated.

I will give Members a couple of rea-
sons it is. First, the private health care
cost increases have been far lower over
recent years than 7 percent. The ad-
ministration’s own Department of
Labor tells us last year health care
costs were nationally at about 4.5 per-
cent.

Mr. Chairman, we have seen reports
recently, including a story in the
Washington Post of just a couple weeks
ago, which indicates that recent sur-
veys, comprehensive surveys have
shown us that for the first time in 10
years health care costs nationally are
below inflation.

All this, incidentally, was included in
a recent CBO report that I would en-
courage everyone to read. The point is
that the private sector numbers are no-
where near that 7 percent. But even
when we include the 7 percent num-
bers, the Medicare spending continues
to be higher than the private sector
spending.

This is a generous program, folks.
What we have come up with is a very
generous plan. It is a responsible ap-
proach to a very real problem. I would
encourage all Members to support the
Republican plan.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from Illi-
nois [Mr. HASTERT].

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

Mr. HASTERT. Mr. Chairman, the
question before us today is simple. Do
we give seniors more choices or do we
choose, do we choose, to let Medicare
go bankrupt without any choices for
anybody at all?

Under the Republican plan to save
Medicare, seniors get more choices.
One new choice, for instance, that is
not offered today is preferred provider
organizations. Many Americans are fa-
miliar with this option. In fact, it is
available under the congressional med-
ical insurance plan.

Mr. Chairman, under a preferred pro-
vider organization or PPO, seniors are
part of a managed care plan but they
can see any doctor they want, even a
doctor outside the network through a

point of service arrangement. That
means if my father, who lives in Illi-
nois, wants to see a cataract specialist
at the Mayo Clinic, he would be able to
do that and still receive his health care
coverage.

All I want to emphasize is one impor-
tant point; that under the Republican
plan PPO’s are required to take any
senior who wants to sign up. If an indi-
vidual happens to be diagnosed with
cancer and wants to enroll in a PPO of-
fered in their area, they have that op-
tion under this bill. Nobody can keep
them out. They have to accept all
comers.

Under the current Medicare system,
PPO’s are not available. Under the
Medicare reform plan, PPO’s are an op-
tion under this plan.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from
Maryland [Mr. CARDIN].

Mr. CARDIN. Mr. Chairman, we seem
to have a debate over what is a cut. My
constituents define it this way. If they
are asked to pay more to get the same
benefits, it is a cut. If they are receiv-
ing moneys that will not buy the same
amount of service 7 years from now,
and they are expected to put more
money in their pocket in order to pay
for those services, it is a cut.

The chart shown by the gentleman
from Ohio [Mr. PORTMAN] shows what
the per cost is per person. Yes, it costs
less to provide for people under 65 than
over 65, because people over 65 use
more health care. This bill is a cut.

Mr. DINGELL. Mr. Chairman, I yield
30 seconds to the distinguished gen-
tleman from Ohio [Mr. BROWN].

Mr. BROWN of Ohio. Mr. Chairman, I
thank my friend for yielding me time,
and I offer my condolences to my
friend from Washington State about
the Seattle Mariners.

More importantly, Mr. Chairman, I
offer my condolences to the elderly in
his district who will suffer some $31
million in cuts in services to them; and
to the gentleman from Ohio [Mr.
PORTMAN], in his district, $67 million in
the next 7 years will be taken from the
elderly in the Cincinnati area; and the
gentleman from Illinois [Mr. HASTERT],
in his district, some $143 million will be
taken from the elderly in that area.

Mr. DINGELL. Mr. Chairman, I yield
such time as he may consume to the
gentleman from West Virginia [Mr. RA-
HALL].

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

Mr. RAHALL. Mr. Chairman, I rise in
opposition to the so-called Republican
Medicare plan.

Mr. Chairman, I rise today in total opposition
to the so-called Medicare Reform bill before
the House.

Mr. Chairman, H.R. 2425 is a little bit like
topsy—it grows, and grows and grows. The
bill before us is nearly 1,000 pages long—and
few of us have had a chance to read it, much
less understand it. But from what we’ve heard
since the secrecy on details of the Republican
plan was lifted, it’s enough to put fear and

trembling in the hearts of every senior citizen
in the United States for decades to come.

Mr. Chairman, 380,239 of Americans on
Medicare live in the State of West Virginia—
my State. How many of them will be
disenfranchised, when they lose $1.5 billion
and more in Medicare payments under this
bill? How many will become more seriously ill,
or even die, as a result of denied health serv-
ices under Medicare? The Republicans say:
They don’t know, and they don’t care—all they
know is they need to find $245 billion in a
hurry, and Medicare is one of the biggest
piggy banks around.

Mostly, what we don’t understand is why it
is necessary to take these drastic actions in a
program that is not insolvent, and according to
the trustees report, wasn’t in danger of be-
coming insolvent for another 7 years? This 7-
year window gives us plenty of time to work
out ways in which to keep the program solvent
as we have done since 1970 when the first
trustees report came out—giving us only a 2-
year window in which to bring solvency back
to Medicare. For every year since, Congress
has responded to the trustees report, and has
never failed to assure continued solvency for
Medicare.

The Medicare actuaries have stated, over
and over again, that in order to bring solvency
back to the Medicare Program now, we need
only cut $89 billion from the Program. Why
then the unprecedented, frightening cut of
three times that amount?

H.R. 2425 calls for a cut of $270 billion in
the program, supposedly in order to save it.
Save it for whom? We believe, based on the
evidence before us, that this $270 billion is
necessary so that Republicans can award tax
cuts for those who don’t need it—and most
wouldn’t even want it if it disenfranchised the
elderly.

This bill, if allowed to pass, will increase
senior’s Medicare premiums from today’s $46
a month to more than $90 a month by 2002.
It will force seniors off their current fee for
service plan into managed care plans, where
they will have no choice of physician or hos-
pital. Under managed care, seniors will be un-
able to call 911 for an ambulance in an emer-
gency—not unless someone somewhere in a
new managed care bureaucracy preapproves
the emergency.

Emergencies don’t often happen during of-
fice hours where the preapproval comes
from—and in my experience, when a person
has an emergency, they are not inclined to
call a business office for preapproval—they
are more than prone to calling 911. Not al-
lowed under this Medicare reform proposal. If
a senior goes to the emergency room or calls
an ambulance without managed care
preapproval—even if it turns out to be a costly
heart attack—that senior will be presented a
bill for those costs—and required to pay them
out of their own pockets.

If a senior needs home care which, today,
costs seniors nothing in copayments under
Medicare, that senior will in the future be
forced to pay 20 percent of home care costs.
Pretty tough on seniors on low, fixed incomes
who are already struggling with decisions
about whether to heat, or eat—or whether
they can pay for their prescription drugs and
still buy groceries.

And for those seniors not yet old enough for
Medicare coverage—not yet 65 years of age—
it gets worse—for in future they will have to
wait a little longer—until they are age 67.
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Mr. Chairman, let me repeat that, the Medi-

care cuts for my State of West Virginia will be
more than $1.5 billion. Currently, West Vir-
ginia’s 380,239 seniors who are enrolled in
Medicare live predominantly in rural areas—54
percent of them. By living in rural areas, they
are already limited with respect to access to
health care providers of facilities. Cuts in Med-
icare reimbursement to hospitals located in
rural areas is expected to cause many of them
to close—further limiting rural West Virginia
seniors’ access to hospital care.

Seniors in West Virginia can expect to pay
from $535 to over $1,000 in additional out of
pocket expenses for less coverage and fewer
services than they get from Medicare today.
The current deductible is expected to go from
the current $100 to $150 next year, and above
$150 between now and 2002.

My West Virginia seniors can’t afford addi-
tional premiums, additional deductibles, addi-
tional costs of 20 percent for home care, or to
lose access to their own physician, hospital,
and emergency response ambulances.

I am appalled at the mean-spiritedness of
H.R. 2425, Mr. Chairman. I am appalled that
anyone would treat our seniors as tiresome
old people not important enough for their Gov-
ernment to champion their health care needs.
These seniors have lived and worked long,
hard lives, giving to society at large, to their
own communities, end up being tossed out of
their health care system—too poor and too
disenfranchised to have their Government look
after their health needs.

Mr. Chairman, we may not have the votes
to defeat this measure, but we can and we will
continue to tell our seniors that the $270 bil-
lion cut wasn’t necessary—because the Medi-
care trustees stated plainly that only about
$89 billion would be necessary to ensure its
solvency for the next decade—at least to
2006.

Mr. DINGELL. Mr. Chairman, I yield
11⁄2 minutes to the distinguished gen-
tleman from Illinois [Mr. RUSH].

Mr. RUSH. Mr. Chairman, I want to
thank the gentleman for yielding me
time.

Mr. Chairman, it was bad enough
that Republicans last year voted
unanimously to reject legislation pro-
viding Americans with the health secu-
rity that every other advanced Nation
in the world provides to its citizens,
leaving 41 million of our fellow citizens
without health care. This year the Re-
publicans want to cut $182 billion out
of Medicaid with a big, big chunk of
those savings coming from dispropor-
tionate share payments under that pro-
gram. And now Republicans want to
cut Medicare so that hospitals cannot
keep their doors open.

Mr. Chairman, let me ask the Repub-
licans how on Earth they expect these
hospitals to survive. On air? How do
they think they will be able to con-
tinue to provide services to 41 million
uninsured Americans if they cut off all
sources of support for them. These hos-
pitals are already in serious financial
trouble before all of these additional
costs even hit them. They have the
lowest margins of revenue over costs of
any type of hospital, a full 25 percent
below the average. They have the high-
est number of hospitals of any type

with overall negative margins. They
have physical plants which average
more than 25 years in asset age as com-
pared to 7 years for other hospitals.

Mr. Chairman, cutting these hos-
pitals is the last place we should con-
sider rather than the first place we
should consider.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentlewoman from the
State of Washington [Ms. DUNN], a re-
spected member of the Committee on
Ways and Means.

Ms. DUNN of Washington. Mr. Chair-
man, like many seniors in my district,
my own parents sometimes have been
frightened by the rhetoric that has
been generated in this debate. I rise
today to clear away some of that emo-
tionalism, perhaps to set the record
straight, and to reassure my parents in
Bellevue, WA, and seniors around the
country.

Mr. Chairman, if I we able to speak
to them for a few minutes today this is
what I would tell them:

Mother and Dad, our Medicare plan will
preserve your right to stay in the current
Medicare. You can stay in the system just as
it is, if you want to. That is a fact. You can
also choose one of the new options, every one
of which will be very clearly explained to
you. But the truth is that nobody will be
forced out of traditional Medicare. If you
wish to remain in traditional Medicare, fee-
for-service, traditional service, if you want
to keep your current doctor with no change
to a doctor you do not know or do not want,
you can do that. That is a guarantee, and the
Federal Government will continue to provide
two-thirds of your part B premiums. There
will be no increase in your copayments,
there will be no increase in your deductibles
and there will be no decrease in your bene-
fits.

Mr. Chairman. I also want to assure
seniors that nobody will be forced into
HMOs or forced to go to a doctor that
they do not know. Managed care is just
one of several options we provide in our
Medicare Preservation Act.

Over the past several months, I have
talked to constituents who deal with
the Medicare system every single day.
Throughout those talks I have been
guided by several principles that my
folks and seniors around the country
are looking for in Medicare reform.
They want Medicare saved for their
children and for their grandchildren.
They want the problem solved, not just
postponed, and they want to choose for
themselves among the plans and the
doctors they know. This is my promise,
my commitment to the seniors of
today.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from California [Mr. LAN-
TOS].

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

Mr. LANTOS. Mr. Chairman, I
strongly oppose this economically
bankrupt proposal that will damage
seniors and children.

Today, the House is considering the
so-called Medicare Preservation Act.
Naming it does not make it so. We

could just as well call this legislation
the End of Medicare as We Know It
Act.

One of my favorite stories about Jo-
seph Stalin relates to his manipulative
use of labels. He designated the Soviet
satellites of Eastern Europe ‘‘People’s
Democracies.’’ The label did not make
these enslaved countries either demo-
cratic or popular.

When the Soviet-dominated inter-
national Communist movement wanted
a snappy title for its newspaper, Stalin
came up with a real show-stopper. The
newspaper was called: For a Lasting
Peace, For a People’s Democracy. The
strategy was simple—make capitalists
mouth a Communist political slogan
when they quoted the newspaper. The
Soviet Union and its affiliated Com-
munist parties were hardly committed
to peace or democracy, but the slogan
got considerable mileage.

Today, Mr. Chairman, we have the
same type of subterfuge being carried
out by the majority in this body. They
have given this economic monstrosity
a politically correct title, ‘‘The Medi-
care Preservation Act of 1995’’. This
legislation will neither preserve nor
protect Medicare. It will simply strip
away benefits to America’s most vul-
nerable and voiceless citizens of our
country in order to pay for an out-
rageously large tax break for the
wealthiest individuals.

I have several names to propose for
the legislation that we are considering
today, Mr. Chairman.

First of all, this could be called ‘‘The
Robin Hood in Reverse Act of 1995.’’ It
clearly deserves that title. It robs the
poor to give to the rich. A $270 billion
cut is unnecessary to save Medicare.
Democratic alternatives—the one we
are permitted to consider today as well
as others that should be considered—
would keep Medicare solvent without
imposing a huge burden on our senior
citizens. The reason we have this eco-
nomically irresponsible legislation is
so the Republicans can offer a $245 bil-
lion tax cut to the wealthy.

Second, we could call this legislation
Bash the Seniors Act of 1995. Premiums
for our senior citizens will increase by
some $400. Since a third of all seniors
barely get by on their monthly Social
Security checks, this Republican legis-
lation will force seniors to choose be-
tween health care and food, or between
health care and heat, or between
health care and rent.

Third, we could logically call this
The Them That Has Gets Even More
Act of 1995. While our low-income sen-
iors—those in the sunset of their
lives—will be forced to dig deeper in
their meager resources. Meanwhile,
those earning over $100,000 a year will
receive half of the Republican tax
break. Furthermore the wealthiest 1
percent of Americans will get an aver-
age tax break of $19,000. Those who
need this tax break least are the ones
who get the most, while costs for our
seniors are increased.
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Mr. Chairman, I could continue with

a number of other titles for this legis-
lation, all of which would more accu-
rately describe the impact of this ill-
named, ill-conceived, ill-considered sell
out of our senior citizens for the bene-
fit of special interests.

My point is clear. This is poor legis-
lation. It should be rejected. I urge my
colleagues to repudiate this ill-named
bill.

Mr. GIBBONS. Mr. Chairman, I yield
3 minutes and 30 seconds to the gen-
tleman from Michigan [Mr. LEVIN].

(Mr. LEVIN asked and was given per-
mission to revise and extend his re-
marks.)

Mr. LEVIN. Mr. Chairman, I just
want to explain, so that everybody un-
derstands, why this is such an extreme
proposal.

The gentleman from Washington [Mr.
MCDERMOTT] referred to this chart.
And what it does is to show how the
projected or the capped expenditures
on Medicare are below the projected
rate of inflation. Now, those numbers
do not come from the gentleman from
Washington. They do not come from
Democrats. They come from CBO,
which is essentially controlled by the
Republicans. And there is nothing that
the gentleman from Ohio [Mr.
PORTMAN], or anybody else can say
that changes that.

Mr. Chairman, this resolution as-
sumes an inflation rate under 4.9 per-
cent. Under 5 percent—4.9. The CBO
figure is 7.1. And that is why, as the
gentleman from Washington [Mr.
MCDERMOTT] says, we end up with this
gap of $1,000 per beneficiary in the year
2002.

The gentlewoman from Connecticut
[Mrs. JOHNSON] asked where are the
changes in benefits? The answer is, as
the gentleman from Washington [Mr.
MCDERMOTT] said, when we have a
$1,000 shortfall, something has to give.
And who is going to give are hospitals
who are underfunded, who are, in turn,
going to either shift it to the private
sector, or are going to close emergency
rooms, or who will have to cut benefits.
That is the problem.

Now, Mr. Chairman, I want us to
refer to history. My friend, the gen-
tleman from Texas [Mr. ARCHER], does
not like me to quote his previous state-
ment. I understand that. ‘‘Make no
mistake about it,’’ he said just a year
ago, ‘‘for the elderly in this country,
these cuts are going to devastate their
program under Medicare.’’

Our Medicare cuts in the resolution
about which he was talking were $168
billion, and most of that was plowed
back into the Medicare System. Here
we have a proposal for $270 billion, and
what they are saying is it is going to
save Medicare. We need to save Medi-
care from the Republican majority of
the House of Representatives.

Mr. Chairman, I want to read from
the gentleman’s minority views, if the
gentleman does not like my reference
to his words.
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This is the minority views about our
Medicare proposal, which is much less
and most of it plowed back into the
system. And I quote,

For more than a decade, Congress has cut
back on payments to doctors and hospitals
until they no longer cover the costs for Med-
icare patients, and the additional massive
cuts in reimbursement to providers proposed
in this bill will reduce the quality of care for
the Nation’s elderly.

Mr. Chairman, will reduce the qual-
ity of care, the gentleman was saying,
for the Nation’s elderly. There will be
no place else to shift.

I do not expect the Republicans to
eat their words in public, but we are
not going to let them gobble up Medi-
care on this day, October 1995.

Mr. ARCHER. Mr. Chairman, it is sad
that we have to replow this ground.
The gentleman from Michigan [Mr.
LEVIN] misspoke. The gentleman
knows it.

Mr. Chairman, we were not dealing
with a Government takeover of the en-
tire health care system in this country.
My remarks, and our minority views,
were directed toward that. But as a
part of that overall health care pro-
gram, CBO scored the cuts in Medicare
and Medicaid at $490 billion. That was
intolerable. It was intolerable, particu-
larly independent of any trans-
formation of Medicare to make it more
efficient.

So once again, Mr. Chairman, the
gentleman has taken this completely
out of context.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from
Michigan [Mr. LEVIN].

Mr. LEVIN. Mr. Chairman, let me
read some of the gentleman’s specific
words a year ago. ‘‘Make no mistake
about it. For the elderly in this coun-
try, these cuts are going to devastate
their program under Medicare.’’

Mr. Chairman, the gentleman from
Texas [Mr. ARCHER] is moving in a 180-
degree different direction. The reason
for it is because my colleagues on the
other side have got a $245 billion tax
cut for very wealthy families, and they
have to find a way to pay for it, and it
is on the backs of the seniors of this
country. That is not fair.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from
Georgia, [Mr. NORWOOD].

Mr. NORWOOD. Mr. Chairman, I
know this debate must be very difficult
on our seniors trying to determine
what is fact and what is not. It is par-
ticularly difficult with so much misin-
formation coming out on this floor.
But before the gentleman from Ohio
[Mr. BROWN] has an opportunity to talk
about the hospitals in the 10th District
of Georgia, I want the gentleman to
know that those hospitals are having
increased funding each year over the
next 7 years. I would like for the gen-
tleman to also know that for the first
time in history of this government, we
are giving the hospitals the oppor-
tunity to lower their cots by repealing

very, very difficult and expensive rules
and regulations, tort reform, and anti-
trust legislation.

Mr. Chairman, giving senior Ameri-
cans the option to choose from among
the many new health care plans is the
absolute key to saving Medicare. I
want to talk just about one of those
options: Provider Sponsored Networks,
PSN’s.

Mr. Chairman, I have a message to
my mother-in-law: If you like tradi-
tional Medicare, you can continue to
choose it just like you have it today.
Part A, part B, Medigap; can you keep
it just like you have got it, if you
would like to do that. But, I would like
for you to consider one of these excel-
lent choices known as Provider Spon-
sored Networks.

Mr. Chairman, they are locally orga-
nized care networks formed by doctors
and hospitals. They will provide coordi-
nated care that allow the providers to
achieve the efficiencies and cost con-
trols that have been forbidden by laws
in years past.

Mr. DINGELL. Mr. Chairman, I yield
15 seconds to the gentleman from Flor-
ida [Mr. DEUTSCH].

Mr. DEUTSCH. Mr. Chairman, let me
just point out that under the Gingrich
Medicare plan, the hospitals in and
around the district of the gentleman
from Georgia [Mr. NORWOOD] would lose
$232 million over the next 7 years to
pay for the program and tax cuts for
the very rich in this country.

Mr. GIBBONS. Mr. Chairman, I would
yield myself 30 seconds to respond to
the gentleman.

Mr. Chairman, I would respond to the
gentleman that he better tell his moth-
er-in-law the whole truth. There will
not be any fee-for-service, because
under the Archer bill, the Gingrich bill,
it will be abolished, because the Sec-
retary of Health and Human Services
must take all the cuts in this bill out
of fee-for-service. So, she may look for
it, but it just will not be there.

Mr. DINGELL. Mr. Chairman, I yield
2 minutes to the distinguished gen-
tleman from Massachusetts [Mr. MAR-
KEY].

Mr. MARKEY. Mr. Chairman, not
since the feudal days of lords and serfs
has such an effective system of transfer
of wealth from the poor and giving it
to the rich been enacted.

Mr. Chairman, the trustees of Medi-
care said that part A is $90 billion in
arrears over the next 10 years. The
Democratic substitute solves that
problem. The Republican substitute
solves that problem and then takes out
an additional $180 billion more than is
needed.

Now, listen to this. Of the 37 million
Americans on Medicare, 11 million of
them are widows living on an income of
$8,000 a year or less. Under the Repub-
lican proposal, those 11 million widows,
by the year 2002, each year will have
their Medicare part B premiums go up
$300 to $400 a year.

Mr. Chairman, in that same year,
those who make more than $350,000 a
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year will get a $19,000 tax break. It
takes 60 widows paying $300 to $400 a
year more to give a tax break into the
pockets of the wealthy making $350,000
a year.

Mr. Chairman, under the Republican
plan, the rich get rich and the poor get
poorer, and that is wrong. Just plain
wrong. We have a better country than
that.

There is no uniform sacrifice here.
The contract with the country club
that the Republicans signed a year ago
on the steps of the Capitol requires the
poor in this country to be tipped upside
down. GOP used to stand for ‘‘Grand
Old Party.’’ Today, it stands for ‘‘Get
Old People.’’

Mr. BLILEY. Mr. Chairman, I yield 1
minute to the gentleman from Ohio
[Mr. OXLEY].

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

Mr. OXLEY. Mr. Chairman, we have
heard today about many of the im-
provements that this bill makes to the
Medicare Program. Foremost among
these is what we call the seamless web.
Today, millions of retirees are forced
by rigid and antiquated Medicare rules
to disenroll from their employer’s
health plan—even if the coverage they
receive was better than that provided
by Medicare. Just because you retire
shouldn’t mean that you have to give
up the coverage you’re used to—but
today, that’s the case. Under the bill,
your 65th birthday doesn’t have to be
the day you give up your association or
employer coverage. This bill frees re-
tirees from this unreasonable and
counterproductive requirement. Under
our plan, retirees can remain in their
preretirement health plan, so long as it
meets important Medicare standards.
In fact, this bill allows members of as-
sociations and labor unions to main-
tain their current coverage even after
they retire. Why do we feel it is so im-
portant to create this seamless web?
Because Medicare should create oppor-
tunities—not obstacles—to better
health care coverage and greater senior
satisfaction.

Mr. DINGELL. Mr. Chairman, I yield
15 seconds to the gentleman from New
Jersey [Mr. PALLONE].

Mr. PALLONE. Mr. Chairman, I
wanted to point out that under the
Gingrich Medicare plan, the hospitals
in and around the district of the gen-
tleman from Ohio [Mr. OXLEY] will lose
$144 million over the next 7 years.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from Texas [Mr. DOGGETT].

Mr. DOGGETT. Mr. Chairman, today
if an elderly American wants quality
health care, all they need is this. Even
if they are not an American hero, like
the gentleman from Florida [Mr. GIB-
BONS] who has this Medicare card, they
are going to get quality health care the
way seniors have for the last three dec-
ades.

But, Mr. Chairman, after Speaker
GINGRICH and his cohorts finish today

paying for their tax cut to the rich,
this is the plan that they will have.
This is the new Medicare maze that our
Republican colleagues present. They
have got one bureaucracy after an-
other.

Mr. Chairman, we have a lot of new
commissions. A baby boom commis-
sion. We have got boxes. We have got
arrows. We have got quite a new orga-
nization of the health care system that
for those seniors who could not decide
today whether they were getting a cut
or increase are going to need to go
back from their retirement to get a
doctorate to figure out how they are
going to get health care.

Mr. Chairman, there is one thing
that is certain: These red arrows com-
ing from the plan to pay for a tax cut
for the wealthy, out of the hide of the
seniors of this country.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Texas,
Mr. SAM JOHNSON, a true American
hero, a respected member of the Com-
mittee on Ways and Means.

Mr. SAM JOHNSON of Texas. Mr.
Chairman, unlike my friend, the gen-
tleman from Texas [Mr. DOGGETT], we
are not interested in the next election;
we are interested in the future of
America.

Mr. Chairman, Republicans have
faced the challenge head on. We have
addressed a broken system. Instead of
scaring seniors and ignoring the prob-
lem, we have worked with seniors and
produced a solution. Most importantly,
we have not allowed Democrat scare
tactics and politics as usual to keep us
from doing what is right for America.

Mr. Chairman, I plan to choose a
medical savings account. I just turned
65, and now I do have a Medicare card.
I am thankful that this bill will allow
me to get out of the inefficient system
of 1965 and into a program and choose
an option that is better suited for me
30 years later in 1995.

Mr. Chairman, with a medical sav-
ings option, I will get a high-deductible
insurance policy and a cash deposit in
a medical savings account to cover a
significant portion of the deductible.
There are no copayments. I am empow-
ered to make my own decisions con-
cerning my health care without the in-
terference of a middle man. I can be a
cost-conscious consumer and, with oth-
ers, fundamentally empower and
change the health care delivery sys-
tems in America.

The accounts are available for all
qualified medical expenses; a great ad-
vantage over the current system. There
are many other options, but no one is
going to be forced into any particular
plan. In the true American spirit, we
know that people want different
choices and this bill makes those
choices available.

Mr. Chairman, this is a vote to save
Medicare and give seniors a choice.

Mr. BILIRAKIS. Mr. Chairman, I
yield 1 minute to the gentleman from
Ohio [Mr. GILLMOR].

Mr. GILLMOR. Mr. Chairman, I
wanted to take a few moments to high-

light one of the innovative additions to
the Medicare system in H.R. 2425: the
incentive it provides for citizens to ex-
pose and attack Medicare fraud and
abuse. I am also pleased by the legisla-
tion’s measures that implement stiff
new criminal penalties. For those con-
victed of Federal health care fraud,
embezzlement or false billings, the leg-
islation provides for up to 10 years in
prison. There is no limit placed on the
penalty’s prison term if such a crimi-
nal violation should result in bodily in-
jury.

Until now, Medicare beneficiaries
have participated in a system that sim-
ply did not provide adequate enforce-
ment mechanisms or adequate civil or
criminal penalties. Without these, we
have lacked an effective deterrent to
waste. Fraud and abuse continues to
rob the system and the taxpayers that
finance it.

The Medicare Preservation Act,
through innovative and focused task
forces, financial incentives that em-
power seniors, and stronger criminal
and civil penalties, unequivocally ac-
knowledges and addresses these prob-
lems. The current Medicare system is
losing 10 cents on the dollar to waste,
fraud, and abuse—$50 million every day
that could have and should be used for
patient care. Let the word go out to
those who would bilk the Medicare sys-
tem—once this bill is passed, enforce-
ment is innovative and it is real. Bar-
ney Fife has his walking papers, and
the terminator is on the job.

b 1345

Mr. DINGELL. Mr. Chairman, could
we have a recapitulation of the time?

The CHAIRMAN. The gentleman
from Texas [Mr. ARCHER] has 17 min-
utes remaining, the gentleman from
Florida [Mr. GIBBONS] has 17 minutes
remaining, the gentleman from Florida
[Mr. BILIRAKIS] for the gentleman from
Virginia [Mr. BLILEY] has 18 minutes
remaining, and the gentleman from
Michigan [Mr. DINGELL] has 181⁄2 min-
utes remaining.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gentle-
woman from Arkansas [Mrs. LINCOLN].

(Mrs. LINCOLN asked and was given
permission to revise and extend his re-
marks.)

Mrs. LINCOLN. Mr. Chairman, I
thank the gentleman for yielding time
to me.

The people of the First District of
Arkansas sent me here to put people
above politics. Unfortunately, here
today we have got both sides who real-
ly seem more interested in making
campaign commercials rather than
good policy. One cuts too much and the
other does not do enough.

What the American people do not
know is that there is a proposal out
there that we have not been allowed to
bring to the floor that actually makes
good common sense, reasonable policy.
The Republican bill will close the doors
of rural hospitals. The Republican bill
will penalize the rural areas by cutting
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fee-for-service, when we cannot afford
managed care without infrastructure.
The Republican bill will dig into the
pockets of senior citizens. The Demo-
cratic bill has missed the opportunities
to restore complete dignity and sol-
vency of Medicare while balancing the
budget.

I came here to preserve the dignity of
senior citizens who depend on Medicare
and to restore the faith of the young
people who are paying now into the
system but will not use this program
for decades. This is not the democratic
process that I learned in civics class,
and it is no wonder that the American
people are frustrated.

Mr. ARCHER. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Pennsylvania [Mr.
CLINGER].

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

Mr. CLINGER. Mr. Chairman, I rise
in strong support of this bill.

Mr. Chairman, I rise in support of H.R.
2425, the Medicare Preservation Act. I did not,
however, arrive at my decision to support the
bill easily or without hesitation. As someone
who represents a very rural district with an
aged population, I am keenly aware of the im-
portance of Medicare in meeting the health
care needs of older Americans.

Last spring, the Board of Trustees for the
Medicare Trust Fund warned in its 1995 an-
nual report that the hospital insurance, part A
portion of the Medicare Trust Fund will start
going bankrupt beginning as early as next
year and will run out of money by 2002. The
Board of Trustees for the Medicare Trust
Fund, which is a bi-partisan panel that in-
cludes three of President Clinton’s Cabinet
secretaries, state clearly in the report that the
Federal Government has no authority to pay
hospital bills if funds in the part A trust fund
are depleted. What is more, the Medicare part
B trust fund, which pays for physician and out-
patient services, is also in financial trouble and
needs to be addressed. Without significant re-
form, part B expenses are projected to double
by 2002.

The reason for the imbalance between what
Medicare takes in and what it pays out is that
the Medicare Program is growing at an
unsustainable rate of 10.5 percent, more than
twice the rate of increase for private health
care spending, which is 4.4 percent. Control-
ling this excessive growth rate is the nec-
essary, responsible, and moral thing to do.

When I learned of Medicare’s financial out-
look, I conducted a survey of the Pennsylva-
nians I represent. By an overwhelming num-
ber, my constituents agree that Congress
should act promptly to preserve and protect
this vital insurance program, which serves
nearly 36 million Americans, but should do so
in a responsible manner that goes after fraud
and abuse and addresses rural concerns. Mr.
Chairman, I believe that this legislation,
though it is not any easy fix, achieves these
crucial goals while ensuring that Medicare will
be preserved for future generations.

First, I want to clarify the impact this legisla-
tion will have on seniors. Beneficiaries will see
no increase in their copayments or deductibles
and will continue to pay 31.5 percent of the
part B premium, as they do today. In fact, out-

of-pocket costs for seniors will be just $4 more
each month in 2002 than under President
Clinton’s plan. And Medicare will be preserved
for the next generation, not just for the next
election.

Despite all the rhetoric during this debate
that Republicans are cutting Medicare, spend-
ing per beneficiary will increase from $4,800
next year to $6,700 in 2002 under H.R. 2425.
Furthermore, we have spent $844 billion on
Medicare over the past 7 years, and under
this legislation we will spend $1.6 trillion over
the next 7 years—an increase of $742 billion.
Only in Washington can a spending increase
be called a cut.

What is more, seniors will be offered more
choices of health care plans, in addition to tra-
ditional Medicare. Under the bill, a
MedicarePlus program will be established to
allow beneficiaries to enroll in a range of pri-
vate or employer-based health plans, including
managed-care plans, traditional fee-for-service
plans, high deductible insurance/medical sav-
ings accounts, or so-called provider-sponsored
networks [PSN’s] formed by health care pro-
viders. In some cases, these plans could
mean more or better benefits for seniors, such
as free eyeglasses or prescription drug bene-
fits. However, none will be forced to change
plans or change doctors under the bill. These
fundamental reforms will not only provide
beneficiaries with a broader range of health
care choices but will also strengthen the exist-
ing Medicare Program.

I am very encouraged by other provisions in
the bill as well. H.R. 2425 will reform medical
malpractice law by establishing uniform stand-
ards for health care liability actions and cap-
ping non-economic damages at $250,000 in a
particular case. The bill also establishes a
commission to recommend long-term struc-
tural changes to preserve and protect Medi-
care when the Baby Boom generation begins
retiring in 2010. Finally, this legislation con-
tains a lock-box mechanism that places all
savings from part B into a Medicare preserva-
tion trust fund and prohibits any transfers to
pay for future tax cuts.

Throughout the debate, I have heard a lot of
misinformation that Republicans are trying to
push Medicare reforms through Congress
without sufficient hearings. That is simply not
true. The Medicare Preservation Act is the cul-
mination of months of hearings by the House
Committees on Ways and Means and Com-
merce, who have jurisdiction over the Medi-
care Program. Altogether, these committees
held nearly 30 hearings throughout the sum-
mer and into the fall to find ways to control
Medicare’s unsustainable growth rate, make
the program more efficient, and offer seniors
more choices in the type of coverage they re-
ceive.

During that time, I, too, have been studying
this issue and actively seeking feedback from
my constituents. In addition to the thousands
of survey forms, letters and phone calls on
Medicare I have received from constituents, I
have visited senior centers and met with hos-
pital administrators in my area of Pennsylvania
to discuss proposals to preserve and protect
the Medicare Program. Here in Washington, I
have met with the House Rural Health Care
Task Force to discuss the impact of Medicare
reform proposals on rural areas, and I have
heard regularly from such organizations as the
Hospital Association of Pennsylvania, the

American Association of Retired Persons
[AARP], and the Seniors Coalition.

One key aspect of the Medicare Preserva-
tion Act that I particularly want to make note
of is the bill’s provisions combating fraud and
abuse. The Government Reform and Over-
sight Committee, which I chair, has held a se-
ries of hearings to examine the problem of
waste and fraud in the Medicare and Medicaid
programs. As I learned at the hearings, the
General Accounting Office [GAO] estimates
that these programs will lose approximately
$26 billion this year alone to fraudulent activi-
ties. Without question, waste, fraud, and
abuse drive up the cost of these programs
and make it increasingly difficult not only for
Medicare beneficiaries, but for all individuals
to afford quality health care.

As a result of these hearings, I helped intro-
duce legislation to crack down on the problem
of waste and fraud in the Medicare and Medic-
aid programs. This legislation, the Health Care
Fraud and Abuse Prevention Act, H.R. 2326,
contains substantive measures that will serve
as a valuable deterrent against health care
fraud.

The Medicare Preservation Act strengthens
Federal efforts to combat fraud and abuse in
the Medicare program by creating new crimi-
nal penalties for those who fraudulently abuse
the Medicare program, providing monetary in-
centives for individuals who report a violation
that results in savings in the program, dou-
bling sanctions for filing false claims or com-
mitting fraud, and authorizing funding to bol-
ster the Health and Human Services Inspector
General’s anti-fraud efforts and payment safe-
guard activities.

I am very pleased that the Medicare Preser-
vation Act addresses this serious issue and in-
corporates some of the tough, anti-fraud provi-
sions contained in the Health Care Fraud and
Abuse Prevention Act. Indeed, these anti-fraud
measures are long overdue and will create
significant savings in the Medicare program.
Furthermore, I pledge to continue working with
my colleagues on the Government Reform
and Oversight Committee to carry on the effort
to crack down on health care fraud and abuse.

Another area of the legislation that has been
of particular concern to me throughout this
process—along with my colleagues on the
Rural Health Care Task Force—is Medicare’s
payment rate to Medicare contractors, known
as the average adjusted per capita cost
[AAPCC] rate. One of the primary structural
reforms contained in the Medicare Preserva-
tion Act is the establishment of Medicare-plus
organizations.

The AAPCC is based on a complex formula
which determines Medicare’s payment rate to
certain types of plans that will be offered
under the Medicare-plus program, specifically,
health maintenance organizations [HMOs],
provider-sponsored networks, and medical
savings accounts. However, because the
AAPCC formula is tied to Medicare utilization,
which is typically lower in rural areas, wide ge-
ographic disparities have arisen between rural
and urban communities. This variation makes
it economically impossible for Medicare to
offer choices to beneficiaries in many rural
areas.

Five counties in my part of Pennsylvania
have payment rates that are below the na-
tional average, which directly impacts the abil-
ity of HMOs and PSNs to operate in these
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counties. Although the bill, as originally draft-
ed, made adjustments that began to correct
the disparity, the changes did not go far
enough and would have failed to lift payment
rates to a sufficient level.

Fortunately, after much deliberation with the
Republican leadership and the drafters of the
bill, my colleagues on the Rural Health Care
Task Force and I were successful in negotiat-
ing substantive improvements to the AAPCC
formula. I feel confident these changes will put
my district on a more level playing field with
urban areas and will ensure that rural America
won’t be left behind. Rural America should be
allowed to participate in the new range of
choices that will be created under the Medi-
care Preservation Act and be part of the 21st
Century Government.

Despite this positive change, there are still
areas in the bill that I feel could be improved,
including the level of hospital reimburse-
ments—namely the Prospective Payment Sys-
tem update factor, disproportionate share pay-
ments, and inpatient capital, the timing of
Graduate Medical Education Trust Fund pay-
ments to academic health centers, and the
treatment of ancillary services provided in
skilled nursing facilities, which, under the bill,
will be subject to routine service costs.

In the end, I remain strongly supportive of
the fundamental goal of saving Medicare for
current and future beneficiaries; we simply
cannot afford to do nothing. The Medicare
Preservation Act ensures the solvency of the
Medicare system without jeopardizing the
medical coverage seniors need and addresses
Medicare’s long-term solvency by putting the
structural changes in place that will enable
Congress to address the ‘‘Baby Boom’’ gen-
eration’s entrance into retirement. I firmly be-
lieve that the Medicare Preservation Act is the
only plan that will accomplish these goals.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Min-
nesota [Mr. RAMSTAD], another re-
spected member of the Committee on
Way and Means.

Mr. RAMSTAD. Mr. Chairman, I rise
today in strong support of freedom of
choice for America’s seniors in their
health plans. Why should not Ameri-
ca’s seniors have the same choice in
health care plans as every other Amer-
ican? All of us know that most Ameri-
cans secure their health care coverage
through their employers. They have a
vast variety of health plans from which
to choose. How many choices do Ameri-
ca’s seniors have under Medicare? Only
two: fee-for-service and traditional
HMOs.

Now, with all respect to my friends
from Massachusetts, no Sate is more
advanced in their innovative health
care, quality of health care and innova-
tive health care choices than the good
State of Minnesota. Minnesotans have
a vast array of health care choices,
ranging from traditional indemnity
plans, to points of service plans, to
HMOs. It is reasonable to expect then
that seniors in Minnesota would have a
similar range of choices. But how many
choices to Minnesota’s seniors have
under Medicare? Only two: fee-for-serv-
ice or traditional HMOs.

I have heard from countless seniors
who want the opportunity to choose

their own health plan. These seniors
are fully capable of choosing from a va-
riety of health plans to get the cov-
erage that best fits their needs. Mr.
Chairman, the seniors of America de-
serve nothing less than freedom of
choice. We have heard today from op-
ponents of saving Medicare, of this leg-
islation here today to give seniors
choices, that seniors will be forced to
join HMOs. Nonsense. Under our bill,
what happens to seniors is they can re-
main in the current fee-for-service sys-
tem.

Mr. Chairman, we have also heard
that benefits offered to enrollees in
Medicare Plus plans would not compare
favorably to those in traditional fee-
for-service plans. That is also non-
sense. The same benefits or better ben-
efits will be available for seniors.

Vote for freedom of choice. Vote for
the Medicare Preservation Act.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Pennsylvania [Mr.
COYNE].

(Mr. COYNE asked and was given per-
mission to revise and extend his re-
marks.)

Mr. COYNE. Mr. Chairman, I rise in
opposition to the Republican plan.

Mr. Chairman, I rise to oppose this legisla-
tion. The Republican Medicare reform bill will
undoubtedly be adopted by this body today,
but I strongly believe that the policy decisions
that are reflected in this legislation are unnec-
essarily harsh, unprincipled, and unwise.

The $270 billion in Medicare cuts contained
in this legislation are not necessary to keep
the Medicare trust fund solvent for the next 10
years. In fact, less than $100 billion in cuts are
needed to meet that goal. Significant long-
term changes will be necessary in order to ad-
dress the impact that the baby boom genera-
tion will have on the Medicare system, but
such major changes should be addressed in a
more thorough, thoughtful manner than that
which has characterized the process by which
this legislation was developed.

I believe that the so-called Medicare Preser-
vation Act is unprincipled because its primary
goal is not, in fact, the preservation of the
Medicare system. The real objective of this
legislation is clearly to produce savings in
order to balance the budget and finance the
Republican tax cut. If anyone doubts that, they
should carefully consider the fact that the pro-
posal to cut $370 billion out of Medicare grew
out of Republican efforts to pay for the Con-
tract With America’s tax cuts—not the Repub-
licans’ concern over the future of this vital pro-
gram.

I believe that this legislation is unwise be-
cause it ignores much of our past experience
with the Nation’s health care system. For ex-
ample this legislation would repeal Federal
nursing home standards that were enacted in
1987. These standards were not established
on some whim; they were adopted in re-
sponse to reports of unacceptable conditions
in nursing homes across the country. It is rea-
sonable to assume that absent these stand-
ards, such conditions will return. Another ex-
ample is the repeal of the ban on physician re-
ferrals to labs in which they have financial in-
terests. Such referrals increased Medicare
costs unnecessarily prior to the imposition of

the ban, and there is little reason to believe
that lifting the ban now will have some other
effect. Finally, while the legislation contains a
useful provision that allows physicians to es-
tablish organizations to compete for business
with HMOs, the bill exempts these physician-
sponsored organizations from the State licens-
ing requirements that other health care provid-
ers have to meet, and it exempts them from
the balance billing restrictions that apply to
other providers. State licensing protects the
quality of care that patients receive, and bal-
ance bill restrictions ensure that patients bene-
fit from the purchasing power wielded by the
Federal Government. Exempting physician-
sponsored organizations from these require-
ments is unwise because it creates an uneven
playing field for different competing provid-
ers—and because it could allow inadequate
regulation of an industry with tremendous po-
tential for fraud and abuse.

Every member of Congress understands
that Medicare must be reformed in order to
keep program costs under control. Where
Democrats disagree with the Republican ma-
jority is on what reforms are necessary to
keep Medicare solvent, and on whether Medi-
care beneficiaries should be forced to bear the
triple burden of Medicare reform, balancing
the Federal budget, and paying for a tax cut
for the affluent as well. I urge my colleagues
to vote this proposal down, and to work on a
bipartisan solution to the problems confronting
Medicare.

Mr. DINGELL. Mr. Chairman, I yield
such time as she may consume to the
distinguished gentlewoman from Ohio
[Ms. KAPTUR].

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

Ms. KAPTUR. Mr. Chairman, I thank
the gentleman and rise in opposition to
this Republican plan under which the
seniors in our community alone will
lose over $377 million over the next 7
years.

I rise today in opposition to the bill before us
and to raise serious concerns with the manner
in which H.R. 2425, the Medicare Preservation
Act, has been railroaded through the House of
Representatives. Literally millions of citizens in
our country depend on Medicare as their life-
line. These 36 million older and disabled peo-
ple receive medical insurance through this
program. Congress must proceed carefully be-
fore taking any action that will affect the lives
and futures of millions of our families and their
loved ones. Cutting $270 billion from Medicare
and then transferring that money for tax cuts
to the rich is absolutely wrong.

TIMING

On Friday, September 29, legislation was
officially introduced to reform Medicare. What
did the leadership of the House do next? Did
it hold comprehensive hearings on the most
sweeping changes to Medicare since its incep-
tion 30 years ago? No—they allowed only 1
day of hearings before their bill was distributed
to Members and left town, only to return on
October 9 and proceed with marking up the
bill. No senior citizens were even invited to
testify.

The committees marked up around the
clock until Wednesday October 11. Mr. Chair-
man, the legislative process used to move this
bill has been a disgrace. This Congress has
spent 48 days holding hearings on
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Whitewater, Ruby Ridge—we even spent an
afternoon debating snails—but they could not
manage to hold more than 1 day of hearings
on Medicare.

The very people who will be most affected
by these cuts, our Nation’s seniors, have been
subject to arrest and silenced as the leader-
ship rushed this bill through committees.
Could we not have allowed just 1 day to hear
their concerns? With $136 billion in the current
Medicare part A trust fund there are funds to
meet obligations for 7 years. We know we
must act, but why the rush?

Members, especially those not on the com-
mittees of jurisdiction such as myself, have
been given very little time to review these
sweeping changes. This is not the way to leg-
islate. We have disenfranchised the American
public by not allowing their elected representa-
tives to do their job—to analyze and make an
informed vote on Medicare reform. And the
American people have been barred from testi-
fying, and senior citizens in the hearing room
were even arrested.

REPUBLICAN PLAN AND TAX CUTS

Mr. Chairman, this past weekend I met with
our community’s health advisory group, a bi-
partisan group of citizens from my district rep-
resenting health professions, businesses,
labor, retirees, insurance, hospitals, and all
health professions. The group was charged
with analyzing the Medicare trustees report
and the Medicare Preservation Act.

The consensus of the group was that these
Medicare cuts are draconian. Any changes in
Medicare should be used only for the preser-
vation of Medicare and should not be used to
provide a tax cut for the wealthy. Our health
advisory group stated that they would not op-
erate a business the way this bill has been
considered and that the Congress is making
too many changes too fast. The members of
the group also stated emphatically that this is
absolutely the wrong time to be discussing a
tax cut whose beneficiaries are primarily the
wealthier among us, with those in upper in-
comes emphasizing that it is right that they
pay their fair share.

Our health advisory group suggests a short-
term solution must address waste, fraud, and
abuse, spiraling health costs of prescription
drugs, labs, equipment, doctor and hospital
fees, home health care, vision and dental
care, and durable medical equipment. New
ways to fix the long-term financing of Medicare
must also be explored including the high cost
of pharmaceuticals and private insurance. Re-
search and development of drugs is a cost of
doing business and should not be passed on
the consumers in the form of higher prescrip-
tion drug prices. A national commission must
be set up for this purpose of developing a
long-term solvency plan for the Medicare Pro-
gram beyond 2010.

The trustees report has been cited as the
reason reform is needed. I agree. Medicare is
facing a short-term financing crisis in the part
A hospital insurance [HI] trust fund which we
must solve this year and a long-term crisis
which needs much more careful consideration.
However the plan before us cuts $270 billion
from Medicare when the trustees only call for
$90 billion in savings. In addition, the plan be-
fore us doubles part B premiums and we all
know that not one dime of that money will go
to the HI trust fund cited in the trustees report.
Where is all this money going? To a balanced
budget? No. It is being used to pay for a $245

billion tax cut for the privileged few in our soci-
ety.

I cannot and will not vote for a bill which
provides a tax cut to the wealthy on the backs
of our senior citizens.

FRAUD AND ABUSE

As I visit the senior centers of my district
one message resonates. It is time to cut fraud
and abuse. Find your savings by hiring more
investigators to crack down on the crooks in
the system, do not make cuts at the expense
of seniors. Isn’t it ironic that the majority
passed legislation earlier this year that would
eliminate 72 fraud and abuse inspectors at
HHS Office of the Inspector General. The plan
before us actually weakens the ability of HHS
to detect waste, fraud, and abuse. In fact, the
HHS Inspector General June Gibbs Brown
states that this bill would:

Make the existing civil monetary penalty and
antikickback laws considerably more lenient
and place an insurmountable burden of proof
on the Government to punish illegal kickbacks;

Relieve providers of the legal duty to use
reasonable diligence for insuring that the
claims they submit to Medicare and Medicaid
are true and accurate;

Create new exemptions to the law which
could be exploited by those who wish to pay
rewards or incentives to physicians for the re-
ferral of patients; and divert to private contrac-
tors scare resources currently devoted to law
enforcement against fraud and abuse.

In conclusion, let us take our time and truly
study the changes that are needed to provide
both long-and short-term solutions to our sys-
tem of Medicare financing. Let me quote from
the book ‘‘Intensive Care’’, ‘‘The health care
system in the U.S. is far too complicated for
anyone or any group to claim that a single re-
form plan is the solution to the crisis. Rather
than taking a huge first step with a new
untested system, wouldn’t it make sense to
pilot test a number of proposals? This is the
only reasonable method to determine what
works and what doesn’t work. The danger with
scrapping any old system of any kind is that
a new system may not be any better.’’

Mr. Chairman, let us heed this advice. Send
this bill back to the committees of jurisdiction
and let us do this reform in a reasoned, bipar-
tisan manner.

Mr. GIBBONS. Mr. Chairman, I yield
2 minutes to the gentleman from
Michigan [Mr. CONYERS] who is the
ranking Democrat on the Committee
on the Judiciary, which, unfortunately,
waived all chances of participating in
this debate today through its chair-
man’s actions.

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

Mr. CONYERS. Mr. Chairman, before
I talk about the antifraud and anti-
trust provisions, let me point out that
the medical malpractice provisions in
this bill for the first time tells the
States that the Big Brother Federal
Government is going to preempt them
in the area of medical malpractice, and
the provisions are a gift for the irre-
sponsible and the reckless.

Take the case of Mr. King, who re-
cently lost the wrong leg in an amputa-
tion in one of the worst medical mal-
practice cases in recent times. He
would have been forced to face an abso-

lute cap on pain and suffering at
$250,000 even though he could face ex-
cruciating pain and suffering for every
day for the remainder of his life. Yet a
CEO who could not perform his job be-
cause of the same exact injury would
face no such cap.

Similarly, with this bill the House
Republican leadership is saying that
the woman who loses her reproductive
capacity as a result of medical mal-
practice would have her damages
capped at $250,000. Does anyone here
believe that a woman’s reproductive
capacity is worth a mere $250,000?

Now, on antitrust and fraud, there is
more. Under the False Claims Act that
allowed whistleblowers to sue for those
who defraud taxpayers, we gutted, it
has been taken out by the Republicans.
That provision has returned $1 billion
to the Government in savings from
fraud, waste, and abuse, $1 billion. This
bill will gut that law.

I am saying to my colleagues, do not
be fooled by this phony new health
care. The Committee on the Judiciary
has not had a second’s worth of hear-
ings on any of these antitrust, anti-
fraud provisions.

Mr. BLILEY. Mr. Chairman, I yield 1
minute to the gentleman from Georgia
[Mr. DEAL].

Mr. DEAL of Georgia. Mr. Chairman,
like many of my colleagues, I held
meetings with my constituents this
summer about Medicare. The No. 1
complaint that most senior citizens
had was the amount of money that was
being spent for services that were not
rendered, for overcharges for drugs and
supplies, and for general waste. They
are angry, and well they should be,
when they see Medicare paying $2 for
an aspirin, $12 for a box of Kleenex, and
thousands of dollars for services that
were unnecessary or never delivered.

We must stop these abuses of the sta-
tus quo. They are costing at least 10
cents out of every Medicare dollar, $50
million a day, that will amount to $1.3
trillion over the next 7 years.

Can we do better than that? Of course
we can, if we let our senior citizens
have a part in pointing out these
abuses. They know better than a gov-
ernment bureaucrat what services and
supplies they receive. They are tired of
being told not to worry about the fraud
since Medicare is paying for it. They
know, even if some in government
don’t, that it is their tax money that is
being wasted.

This bill gives Medicare recipients a
voice in the process. These are men and
women who lived through the Depres-
sion, fought in the World Wars, and
built this Nation by hard work and sac-
rifice. If they are empowered rather
than victimized, they will help elimi-
nate the thieves and con artists who
cheat Medicare out of $50 million every
day.

Let us pass this bill and stop this
outrage.

Mr. GIBBONS. Mr. Chairman, I yield
myself such time as I may consume.
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The gentleman just does not know

what he is talking about. We pay hos-
pitals based on a capitated basis. We do
not pay hospitals for all that foolish-
ness that the gentleman just read off. I
do not know where he got that infor-
mation.

Mr. BLILEY. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Georgia [Mr. DEAL].

Mr. DEAL of Georgia. Mr. Chairman,
it is very clear that there are those
who wish to try to defend the status
quo. We are here to change the status
quo and do something about these
problems.

Mr. DINGELL. Mr. Chairman, I yield
30 seconds to the distinguished gen-
tleman from Illinois [Mr. RUSH].

Mr. RUSH. Mr. Chairman, under the
Gingrich Medicare plan, the hospitals
in and around the district of the gen-
tleman from Georgia [Mr. DEAL] will
lose approximately $159 million over
the next 7 years.

Last week, in the Committee on
Commerce, the Republicans delivered
thousands of bogus letters. The seniors
of my district and my State requested
that I deliver a symbol of their true
feelings regarding the Republican Med-
icare plan, a cut of pure grade bologna.

Mr. BLILEY. Mr. Chairman, I yield 1
minute to the gentleman from Colo-
rado [Mr. SCHAEFER].

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

Mr. SCHAEFER. Mr. Chairman, I rise
in strong support of the Medicare Pres-
ervation Act. This well thought-out
package takes an important step to-
wards ensuring the solvency of Medi-
care for today’s beneficiaries and for
generations to come.

In addition to the numerous hearings
the Ways and Means and Commerce
Committees held on saving Medicare,
we all got an earful of advice during
our respective town meetings. At my
town meetings, many good suggestions
were put forward. However, more than
anything else, seniors asked that we
vigorously attack the waste, fraud, and
abuse that now plagues the system.

Senior citizens I have talked with
routinely witness overbilling and need-
less tests. ‘‘Don’t worry,’’ some say.
‘‘Medicare will pay it.’’ Unfortunately,
seniors know it is they, their children
and grandchildren who really foot the
bill.

There are many steps the Medicare
Preservation Act takes to combat
waste, fraud, and abuse. None is more
basic and makes more sense than sim-
ply doubling the monetary fines for de-
frauding the system. The money col-
lected through these fines will be im-
mediately recommitted to pursue addi-
tional anti-fraud efforts.

Mr. Chairman, this legislation will
literally save Medicare from ruin.
Rooting out the waste, fraud, and
abuse is an important piece of the over-
all package. I urge all of my colleagues
to join this important effort.

Mr. DINGELL. Mr. Chairman, I yield
2 minutes to the distinguished gentle-
woman from Illinois [Mrs. COLLINS].

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

Mrs. COLLINS of Illinois. Mr. Chair-
man, I rise in opposition to H.R. 2425,
the ‘‘Get Old People, Gingrich Repub-
lican, Put The Hurt on Seniors, Medi-
care Destruction Act of 1995.’’ This bill
is nothing more than a mean-spirited
attempt by the majority to destroy the
basic health care rights all older Amer-
icans now enjoy in order to give tax
breaks to their wealthy, big business,
special interest buddies. Never in all
my time in Congress have I witnessed a
greater legislative travesty than the
ill-conceived proposal we have before
us today.

To begin with, the rule we just con-
sidered stifles any amount of reason-
able debate on this legislation. For in-
stance, with the exception of pap smear
testing, this bill eliminates quality as-
surance guarantees that are now in
place for patients who have diagnostic
or other types of testing done in their
doctor’s office laboratories.

It probably should not be surprising
that the Republican Medicare pro-
posal—which bends so close to special
interests and tilts so far from the best
interests of America’s senior citizens—
would eliminate requirements for qual-
ity and accuracy of laboratory tests.
This, like the Republicans’ blatant and
cruel elimination of national standards
for nursing homes, is one more way of
saying to the ill, the infirmed and the
aged: you’re on your own—good luck!

Where is the rationale for eliminat-
ing quality standards for cholesterol
tests, colon and prostate cancer screen-
ing, needle biopsies to detect
precancerous conditions, glucose mon-
itoring and so on? There isn’t any!

Equally disturbing is the fact that
this Republican bill places a seven-year
freeze on Medicare payments to provid-
ers of durable medical equipment such
as wheel chairs, electric beds, walkers
and, yes, even oxygen. Now this freeze
is at a time when more and more
Americans are aging and the need will
be greater.

This freeze will cause severe disrup-
tions in the health care and quality of
life for sick and/or infirmed Americans
who need their wheelchairs and walk-
ers to get around more easily, elec-
trical beds to rest comfortably and ox-
ygen to breath effectively. By putting
a freeze on oxygen, the Republicans are
literally taking the breath of life out of
the bodies of old folk. Only God has
that right.

Mr. Chairman, I heard a Member a
few minutes ago say that he was glad
that he had made 65 and qualifies for
Medicare. A lot of people qualify for
Medicare who do not make $133,000 a
year, as he does. And not only that,
people who use facilities like wheel-
chairs and the like were among those
who are thrown out of the committee
by the Republican side in the Commit-

tee on Commerce: Julia Searles, 75; Jo-
seph Rourke, 90 years old; Theresa
McKenna, 68 years old; Bert Seidman,
Loretta Adkins, Cecelia Banks,
Doretha Beverly, Barbara Greenwell,
Gladys Lyles, Roberta Saxton, Annie
Earl, Marie Roots, Lilly Valentine,
Gertrude Snead, Ruth Thorn, Edna
Custis, all over age 69 who do not make
$133,000 a year.

Mr. Chairman, the 7-year freeze on DME
payments once again demonstrates the
lengths to which the Republicans have been
driven by adopting an arbitrary cut of $270 bil-
lion in Medicare so that they finance a tax cut
for the rich.

In an attempt to protect these Medicare
beneficiaries, I attempted to offer amendments
to restore these provisions. Unfortunately, the
Republicans would not let me.

Let me also address the blatantly undemo-
cratic process by which this proposal, which
will directly impact the health and well-being of
37 million older Americans and nearly every
family in the Nation, has been brought forth.
Not one public hearing has been held in which
the legislative specifics of the drastic Medicare
changes we are about to act on were in plain
view. This is appalling and flies in the face of
the legislative process.

After flagrantly spending the taxpayer’s time
and money without a second thought to con-
duct 28 days of hearings on Whitewater, 10
days of hearings on Waco, and 8 days of
hearings on Ruby Ridge, it is crystal clear that
the Republican party has put partisan politics
above the public interest.

The fact that Democrats had to convene
hearings on the lawn of the Capitol in order to
provide a public forum to examine the GOP
plan is compelling evidence, in and of itself,
that the Speaker and his troops know that
their proposals cannot stand up to public scru-
tiny. Moreover, it speaks volumes to the enor-
mous disconnect that exists between the Re-
publican party and the rights and needs of
older Americans today.

Such a disconnect became extremely ap-
parent on October 11, when 13 seniors, some
of whom were over 90 years old and relegated
to wheel chairs, came to ask questions about
the Republican Medicare proposal prior to
markup by the Commerce Committee. They
were promptly arrested and hauled off to jail at
the direction of the committee chairman!

During the Democratic ‘‘lawn’’ hearings,
however, we helped answer the question, just
what does the Republican Medicare proposal
do? It charges seniors more for medical care,
medicine, wheelchairs and medical devices. It
forces seniors to abandon their own doctors
for some uncharted course through the HMO
system. It takes $270 billion in Medicare fund-
ing away from seniors, doctors, and hospitals
all to pay for tax cuts for the wealthy. In short,
it devastates the health care program upon
which so many millions of Americans have
come to rely.

Among the many witnesses were several of
my constituents from Chicago who testified
about the devastating consequences of the
GOP so-called reforms.

Dr. William Troyer, director of External Serv-
ices for the University of Illinois at Chicago
Medical Center, an academic health center
which houses the Nation’s largest medical
school and serves thousands of 7th District
residents, gave a bleak view of the future
under Republican Medicare changes. To
quote Dr. Troyer, ‘‘a gradual weakening and
eventual demise’’ of UIC Medical Center will
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result from the more than $7 billion in cuts to
direct and indirect medical education funding
proposed by the GOP.

Following Dr. Troyer, Mr. Lacy Thomas,
chief financial officer of the Cook County Bu-
reau of Health Services, was equally dismal in
his predictions. As a safety net provider for the
disadvantaged and underserved in Chicago,
the Bureau will be unable to deliver basic care
for this population due to the total elimination
of assistance to non-U.S. medical graduates—
graduates which comprise nearly 40 percent
of Chicago Medical Society physicians. In ad-
dition, $8 billion in reductions for disproportion-
ate share payments to hospitals serving the
indigent, such as Cook County, will only serve
to exacerbate the pain felt by these patients.

Yet, I believe the most compelling testimony
came from Ms. Irene Nelson, a senior from
Chicago, who spoke eloquently regarding her
fears of the Republican Medicare cuts. She
stated,

It is obvious to me that the people who are
making these decisions are completely out of
touch with the daily struggles of senior citi-
zens like me. I wonder if any of these people
have ever been forced to decide between eat-
ing, heating, and paying that outstanding
medical. I doubt it very much! But that is
what I, and many other seniors out there,
will be forced to do if the Republicans are al-
lowed to cut Medicare.

Mr. Chairman, it is of extreme importance
that the American people are provided with
this information on the Republican plan to gut
Medicare in the dark of night and leave our
Nation’s seniors holding the bag.

After promising to balance the Federal
budget in 7 years, increase military spending,
and provide hefty tax cuts to the richest Amer-
icans in the country, the GOP is looking for a
magic potion to fund these big promises.

Unfortunately, the Republicans seem to
think Medicare is going to be the cure-all. In
pushing a package of the deepest Medicare
cuts in the program’s 30-year history, $270 bil-
lion, the GOP wants to immediately increase
the cost of Medicare to the average senior citi-
zen by nearly $1,000, and force many to give
up their own doctors.

This is bad policymaking and bad medicine
for senior citizens.

In my State of Illinois, the proposed cuts will
eliminate health care coverage outright for
more than 58,000 individuals with disabilities
over the next 7 years. In addition, 23,000 sen-
ior citizens will lose coverage.

Out-of-pocket costs will increase by an aver-
age of $3,500 over the next 7 years for each
of Illinois’ 1.62 million Medicare recipients.
Further, Illinois will be denied $6.2 billion in
Federal health care assistance over the next 7
years.

I am outraged at the efforts of the GOP to
gut this essential program for no reason other
than to pay for $245 billion in tax cuts for the
rich. It is unnecessary, it is outrageous, it is
wrong.

As the saying goes, ‘‘You can fool some
people some of the time, but you can’t fool all
the people all of the time.’’ The vast majority
of the American people are not fooled Mr.
Chairman. Pass these Medicare cuts and you
will discover that cold, hard fact pretty darn
quick.

I urge my colleagues to vote ‘‘no’’ on H.R.
2425. Let’s not take the ‘‘care’’ out of Medi-
care.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Florida

[Mr. SHAW], a respected member of the
Committee on Ways and Means, the
chairman of the Subcommittee on
Human Resources.

(Mr. SHAW asked and was given per-
mission to revise and extend his re-
marks.)

Mr. SHAW. Mr. Chairman, I rise
today in support of the Medicare Pres-
ervation Act, and to deliver to this leg-
islative body a message from my senior
constituents in south Florida. Stop the
fraudulent and abusive practices
against the Medicare system. Do some-
thing about it, and just stop it.

On September 6, I mailed a letter to
all of my constituents who qualify for
Medicare which explained the problems
that face the Medicare program. In this
letter I asked for their input on how to
preserve the system. To my surprise,
over 90 percent of those who responded
said that Congress must stop the fraud
and abuse that they feel is widespread.
Just listen to what is going on out
there.

On September 22, I received a letter
from Mrs. Jack Barnett, whose hus-
band at one time was the chief of sur-
gery at his hospital in New Jersey.
Today Dr. Barnett is an invalid living
with his wife in Hollywood, FL. Mrs.
Barnett noticed last year that they
were receiving billing statements for
feeding tubes which Dr. Barnett never
used. The company charging for these
services received $2,765, $3,870, and
$4,411 from Medicare. Mrs. Barnett
asked her husband’s nurse if she had
ever seen anything like this before, and
when the nurse saw the name of the
company, she stated that two of her
other patients were billed for the same
thing by the same company.

Mrs. Audrey Vitolo of Deerfield
Beach, FL was charged $600 for a sim-
ple blood test. Medicare paid the bill.
She told me she felt victimized.

Mr. Ted Murphy of Fort Lauderdale,
FL, was charged $10,000 for a simple op-
eration on his eye lid. Even though this
was an outpatient procedure, Medicare
paid the bill. He told me that he com-
plained to the hospital, but no action
was taken.

Mr. Chairman, I want my constitu-
ents to know that their message came
through loud and clear, and that Con-
gress today is taking serious steps to
stop fraud and abuse.

This Medicare bill will make it a
Federal offense to engage in fraud,
theft, embezzlement, false statement,
bribery, graft, and illegal remunera-
tions, including kickbacks. Civil pen-
alties have been doubled and incentives
have been added to encourage people to
report cases of fraud and abuse.

First, the Secretary of the Depart-
ment of Health and Human Services
will be required to alert beneficiaries
of instances of fraud and abuse against
the program. A toll-free number will be
established to report cases of fraud and
abuse. Also, at the request of any per-
son, the Secretary will publish a spe-
cial fraud alert, which notifies the pub-
lic of practices that are suspect.

Second, a beneficiary incentive pro-
gram will be established where individ-
uals who report cases of fraud and
abuse can share the amount collected
against those who are fined. Just think
of the power of this provision, Mr.
Chairman. There are currently 37 mil-
lion Americans in the Medicare pro-
gram. This means there are 37 million
potential private attorney generals to
help stop fraudulent and abusive prac-
tices. I know this will please many of
my constituents, especially the Simons
of Hallandale, FL, who wrote to me re-
cently to inform me that they saved
Medicare $4,000 by reporting suspect
billing practices of their doctor.

Third, under this legislation, direct
spending for Medicare-related activi-
ties of the inspector general of the De-
partment of Health and Human Serv-
ices will significantly increase. These
activities include: First, prosecuting
Medicare-related matters through
criminal, civil, and administrative pro-
ceeding; second, conducting investiga-
tions relating to the Medicare pro-
gram; third, performing financial and
performance audits of programs and
operations relating to the Medicare
program; fourth, performing inspec-
tions and other evaluations relating to
the Medicare program; and fifth, con-
ducting provider and consumer edu-
cation activities regarding Medicare
fraud and abuse.

I want to stress to my constituents
that this legislation is not a paper
tiger. This bill provides serious money
to stop fraud and abuse: At least $430
million in 1996; $490 million in 1997; $550
million in 1998; $620 million in 1999; $670
million in the year 2000; $690 million in
2001; and $710 million in 2002. This is a
serious financial commitment that the
Congressional Budget Office said will
save Medicare money.

Finally, this bill establishes a health
care anti-fraud task force. This task
force will be a coordinated effort by the
Department of Justice to prosecute
health care fraud offenses.

Mr. Chairman, the Medicare Preser-
vation Act is the toughest, most seri-
ous attempt this Congress has ever
taken to stop fraud and abuse in the
Medicare program. I am proud to have
contributed to the effort to address the
issue of fraud and abuse, and I know
when my constituents learn of their
new rights under the Medicare pro-
gram, they will be proud of this Con-
gress too. I urge my colleagues to vote
for this most important legislation.
Vote to preserve and strengthen Medi-
care.

b 1400
Mr. GIBBONS. Mr. Chairman, I yield

such time as he may consume to the
gentleman from Ohio [Mr. SAWYER].

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

Mr. SAWYER. Mr. Chairman, today, Con-
gress is debating cuts to the Medicare pro-
gram.

As the post-war generation ages and their
parents outlive all previous generations, we
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are facing the largest elderly population in our
Nation’s history and, therefore, the largest
Medicare beneficiary population. Our national
policies must reflect this changing reality. As
we seek ways to balance the Federal budget,
we must also continue investing in our Na-
tion’s future—including ensuring that both cur-
rent and future retirees will have the resources
they need to survive.

However, the Republican Medicare proposal
would cut benefits for current retirees, those
who no longer have the opportunity to prepare
for their retirement, in order to increase discre-
tionary spending for current working age peo-
ple. This type of policy perpetuates the gen-
eration battle for my pot of money. Instead, we
need to work together to find ways to reduce
the deficit, ensure the stability of Medicare,
and invest in the future.

We also have to learn from our history. As
a nation, America cannot afford to return to
the bad old days before the Medicare program
was created. Medicare has helped secure our
Nation’s seniors against the threat of poverty
and has limited the high costs of emergency
and non-insured health care. Medicare has al-
lowed our Nation’s elderly to take care of their
own health needs, regain self-respect, and, in
turn, remain active members of society.

I support efforts that enable us to extend the
life of the Medicare program which has been
so important to the health of many older
Americans. That is why I have supported the
Democratic alternative which ensures the sol-
vency of the Medicare trust fund through
2006—the same as the Republican proposal—
without making harmful and excessive cuts to
the Medicare program.

The American health care system, despite
its shortcomings, is the envy of the world.
Medicare has opened the door for many
Americans to quality health care. The Repub-
lican proposal will undermine the graduate
medical education program, and hurt urban
and rural hospitals which are already strug-
gling to remain open. Finally, the Republican
proposal will mean that premiums will double
in 7 years, meaning that for the poorest of the
elderly, health care will continue to absorb
more and more of their living costs.

The Republican Medicare bill is simply bad
policy. It pits one generation against another,
rich against poor, Democrats against Repub-
licans. The Republican Medicare bill does not
invest in our future, nor does it help current re-
tirees.

I urge my colleagues to vote against this
bill.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from New Mexico [Mr. PAS-
TOR].

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

Mr. PASTOR. Mr. Chairman, as we consider
this sweeping piece of legislation today, let us
at least make an attempt to honestly describe
what is being proposed. To begin, we are re-
ducing Medicare payments to hospitals and
doctors. Secondly, we are increasing the pre-
miums paid by beneficiaries. And, although we
are considering some modest changes in how
health services will be provided, the fact that
Medicare payments are being cut and pre-
miums are being increased remain the most
salient features of the legislation. This is what
most alarms me about this proposal.

While the public is being told we need to
make these changes in order to save the sys-
tem, the fact of the matter is that the proposed
cuts far exceed the amount needed. It is part
A of Medicare which is scheduled to become
insolvent by the year 2002 and its $90 billion
which is needed to avoid this catastrophe. Yet,
the combined cuts in payments to doctors and
hospitals surpasses this figure. More startling
is the fact the premium increases, which have
nothing to do with keeping part A of Medicare
solvent, will further reduce Medicare costs.
The combined cuts, premium increases, and
other changes to the system will reduce Medi-
care by $270 billion over 7 years. This leaves
a large gap of $180 billion.

Even a simple examination of this proposal
yields numerous questions. Why are we pro-
posing to wreck havoc in rural America by
jeopardizing the delivery of health care there;
Why are we proposing to increase premiums
for beneficiaries, many of whom will only be
able to make these payments through great
personal sacrifice; and, why are we moving to
undermine public hospitals?

There are only two answers that are readily
discernible. One is that excessive Medicare
cuts facilitate a cut in taxes further down the
road; the other is that these cuts could allow
the budget deficit to be reduced by some fac-
tor. While I could support both tax and budget
reductions, I cannot support such an effort
under these circumstances. Why would we
want to jeopardize the welfare of our senior
citizens to either give more money to wealthier
individuals or to reduce a budget deficit? Are
there not more equitable approaches we could
follow to achieve these goals?

I would propose that, foremost, we consider
sacrosanct the welfare of those who have
made significant, lifetime contributions to this
nation. Whatever approach we use to stimu-
late investment in this country should not be
done on the backs of our senior citizens. Our
budget deficit is real. Yet how can we in good
conscience engage in this wholesale attack
against senior citizens when other, more
measured alternatives remain at our disposal?
Let us make an honest effort to address our
budget deficit problem without strangling our
most vulnerable citizens. And, let us consider
policies which stimulate economic activity with-
out exacerbating our deficit.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Illinois [Mr. POSHARD].

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

Mr. POSHARD. Mr. Chairman, due to the
concerns I have regarding the future of our
rural health care system and the people who
depend on those facilities, I rise in strong op-
position to the bill, H.R. 2425.

It is difficult to misread the conclusions con-
tained in the report of the Entitlement Reform
Commission, which states that without fun-
damental change, our entire Federal budget
will be consumed by entitlements and interest
on the debt by the year 2012. That means
none of the tax money sent to Washington will
be available for national defense, our transpor-
tation system, education, law enforcement,
science or space, national parks or any of the
other functions of government which operate
with discretionary funds. It will all be commit-
ted to interest on the debt and entitlement
spending.

Doing nothing is not an option. But doing
the wrong thing is no better. Today we face a
trio of choices concerning the future of Medi-
care and our prospects for balancing the
budget.

The Board of Trustees of the Medicare Hos-
pital Insurance Trust Fund indicate that we
have traditionally maintained a 10- to 12-year
balance in the fund, and, currently, we are
only 6 years from going broke. We are obli-
gated to take action to ensure the solvency of
the fund.

By most estimates, we could control the
growth of Medicare spending over the next 7
years by about $90 billion and protect the in-
tegrity of the fund by extending its balance to
10 years solvency. But that course ignores the
fundamental problem that entitlement spend-
ing must be further contained if we are going
to meet our balanced budget goal.

Our second option, which I have voted for
and will continue to support, is to control Medi-
care growth by $170 billion over the next 7
years. That would secure the trust fund and
contribute the necessary cost controls which,
when combined with the rest of the coalition
budget, would bring us to balance in 7 years.
We must do both of those things—preserve
Medicare for our seniors, and balance the
budget on behalf of future generations of our
sons and daughters.

The third option, which is before us today,
takes $270 billion out of the Medicare Pro-
gram. It will stabilize the trust fund and put us
on a 7-year path toward a balanced budget.
But it also takes $100 billion more out of Medi-
care than is necessary to achieve financial
solvency of the Medicare trust fund and to bal-
ance the budget. This additional $100 billion,
coming directly from Medicare, will be used to
help finance a $245 billion tax cut for some of
the wealthiest people in America.

As Cochair of the Rural Health Care Coali-
tion, I have long been concerned with preserv-
ing an adequate and affordable health care
system for people in rural areas such as the
19th district of Illinois, which I am privileged to
represent. The approach being advanced
today encourages health maintenance organi-
zations to provide Medicare services, an ap-
proach which may work well in urban areas
but will never adequately serve the rural peo-
ple of this country. Why would a health care
provider establish a system in a rural area
where the monthly payment is approximately
$300 when it receives nearly $500 for provid-
ing similar services in a more urban area?

This week, the Illinois Hospital and
HealthSystems Association wrote me a letter
which states:

IHHA continues to be strongly opposed to
the magnitude of Medicare reductions that
are contained in this proposal. The House
measure calls for approximately $76 billion
in Medicare reductions to be achieved by re-
ducing payments to hospitals. Of this total,
reductions to Illinois hospitals would be $3.5
billion. For the hospitals in your district,
the reductions amount to $119 million.

As the specifics of this proposal became
clear, I traveled my district to listen to the peo-
ple who run the hospitals and clinics and the
patients who depend on them to maintain their
quality of life. One after another, hospital ad-
ministrators in my district told me of the hun-
dreds of thousands of dollars they would lose
under this plan. Rural hospitals are valuable
not only for their vital health care services, but
for providing some of the best paying jobs in
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our communities. They cannot be allowed to
dry up and blow away, leaving people wanting
for medical care.

Mr. Chairman, we cannot continue the Medi-
care System as it presently exists which today
stands near bankruptcy. We should and must
consider asking seniors who are financially se-
cure to pay more for their share of the Medi-
care Program. I am on record supporting a bill
which would means test Medicare premiums
for higher income individuals to make the sys-
tem more fair.

We cannot simply make the short term fix to
sustain the trust fund. It is equally irrespon-
sible to cut the Medicare Program to pay for
a tax cut which Republican analysts admit will
add $95 billion to the national debt. Both
courses of action are wrong.

Let us come together as a deliberative body
to secure the trust fund, balance the budget,
and put our country in a position to care for its
people and compete in the international mar-
ketplace in the coming century. We can do
better for all generations of Americans, and I
stand ready to work with anyone of any party
to make better choices than the one before us
today.

It is unfortunate that the leadership of both
parties will not allow the moderate Democrat
proposal to come forward on this floor for a
vote. This proposal is the best option available
because it accomplishes both a balanced
budget and a fiscally sound Medicare trust
fund, but does not overreach by downsizing
Medicare another $100 billion for fund a tax
cut which is unnecessary.

My hope will be that this sensible approach
to fiscal responsibility will be allowed next
week in the reconciliation bill and that eventu-
ally this Congress will achieve the middle
ground that is necessary to solve these prob-
lems.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from Wis-
consin [Mr. KLECZKA].

Mr. KLECZAK. Mr. Chairman, last
year the Democrats had a proposal to
extend the solvency of Medicare by
cutting $168 billion in the program. The
speaker who just addressed us from
Florida indicated to the committee at
that time, ‘‘We have here in this bill
the seeds of destruction of Medicare.
Let’s not destroy a health care pro-
gram in this country that we know
works well and that our seniors are de-
pending on it.’’ Now he comes to the
floor supporting a bill cutting $270 bil-
lion.

Mr. Chairman, I guess those seeds
have germinated.

Mr. DINGELL. Mr. Chairman, I yield
30 seconds to the distinguished gen-
tleman from Pennsylvania [Mr. KLINK].

Mr. KLINK. Mr. Chairman, we are
hearing about this bill cutting waste,
fraud, and abuse. It is odd that the
GAO, the Department of Justice, and
the HHS Office of Inspector General all
have very grave concerns about what
this bill does to provisions in the Medi-
care bill that would allow them to do
law enforcement. In fact, if my col-
leagues like waste, fraud, and abuse,
which we all agree now account for
about 10 percent of all that is spent on
Medicare and Medicaid, my colleagues
are going to love this bill because it

makes the health care waste fraud a
growth industry and a new way of life
for a lot of Willie Suttons.

Mr. BLILEY. Mr. Chairman, I yield 3
minutes to the gentleman from Illinois
[Mr. HYDE], chairman of the Commit-
tee on the Judiciary.

(Mr. HYDE asked and was given per-
mission to revise and extend his re-
marks.)

Mr. HYDE. Mr. Chairman, I rise in
strong support of H.R. 2425, the Medi-
care Preservation Act of 1995.

Mr. Chairman, there is no question
that reform of the Medicare Program is
imperative if it is to survive. But its
mere survival is not the goal of this
legislation: What we seek is to preserve
Medicare by keeping it solvent while
strengthening and improving the cov-
erage and options it provides to this
Nation’s elderly. We must not squander
this opportunity to deal comprehen-
sively with the multitude of issues
which bear on the efficient delivery of
health care in this country.

As the chairman of the Committee on
the Judiciary, I would like to point out
some particularly important provisions
contained in this bill that fall within
our Committee’s jurisdiction. Specifi-
cally, the bill contains provisions de-
signed to facilitate the operation of the
revised Medicare Program—notably,
health care liability reform, antitrust
relief for provider service networks,
and an antitrust exemption for medical
self-policing entities. The combined ef-
fect of these changes will provide a fer-
tile environment for the delivery of
Medicare services in a manner which
maximizes consumer choice. Liability
reform will generally decrease the cost
of providing health care services, and
eliminate many of the frivolous law-
suits which are clogging our courts.
Antitrust relief for provider service
networks, or PSN’s, will increase com-
petition for contracts under the Medi-
care system, thereby increasing choice
and decreasing costs. Providing an
antitrust exemption to medical self-
regulatory entities will encourage phy-
sicians and hospitals to police them-
selves, and will contribute to a reduc-
tion in malpractice, fraud, and abuse.

HEALTH CARE LIABILITY REFORM

Our health care system is clearly
being burdened by a number of cost-
based pressures. One of these costs is
the threat of liability suits facing med-
ical practitioners and health care pro-
viders and the large dollar amounts
they are forced to spend to protect
themselves against these legal actions.

The average physician has a 40-per-
cent chance of being sued at some time
in his or her career. This increases to
52 percent for surgeons and to 78 per-
cent obstetricians. The estimate is
that medical malpractice premiums
now total $10 billion annually. The av-
erage annual medical premium for a
doctor specializing in obstetrics in
some urban areas now exceeds $100,000
a year.

Many liability cases brought against
doctors are frivolous. In fact, two out

of three medical liability claims are
closed without any payment to the
claimant, but only after large legal and
administrative fees have already been
incurred.

Further, the increasing insurance
premiums for malpractice coverage
represent only a part of this problem.
The estimates are that the costs of de-
fensive medicine run from $20 to $25
billion a year.

Numerous other entities in addition to doc-
tors and hospitals such as pharmaceutical
manufacturers and those that manufacture
medical devices or provide blood or tissue
services are also impacted by the same liabil-
ity concerns. Finally, as we move more and
more into a managed care system, the scope
of third-party liability is also a matter of in-
creasing concern.

There is no question but that our health
care system is seriously burdened by both the
threat, and the reality, of liability suits facing
medical practitioners and health care provid-
ers. The Health Care Liability Reform legisla-
tion that is included in this bill will solve this
serious national problem.

EASING OF ANTITRUST BARRIERS FOR PHYSICIAN
SERVICE NETWORKS

Provider service networks—those composed
of doctors, hospitals, and other entities who
actually deliver health care services—are po-
tentially vigorous competitors for Medicare
beneficiaries. The benefits to the Medicare
Program of their participation would be lower
costs and higher quality of care than in
nonprovider sponsored health plans. Costs
would be lower because contracting with a
PSN instead of an insurer could eliminate a
layer of profit and overhead. Quality would be
higher because providers, and particularly
physicians, would have direct control over
medical decision-making. Arguably, physicians
and other providers are better qualified than
insurers to strike the balance between con-
serving costs and meeting the needs of the
patient.

There are obstacles, however, to the forma-
tion of PSN’s. One of the most serious is the
application of the antitrust laws to such groups
in a manner which does not allow the network
to engage in joint pricing agreements, regard-
less of whether its effect on competition is
positive rather than negative.

Antitrust law prohibits agreements among
competitors that fix prices or allocate markets.
Such agreements are per se illegal. Where
competitors economically integrate in a joint
venture, however, agreements on prices or
other terms of competition that are reasonably
necessary to accomplish to procompetitive
benefits of the integration are not necessarily
unlawful. Price setting conduct by these joint
ventures should be evaluated under the rule of
reason, that is, on the basis of its reasonable-
ness, taking into account all relevant factors
affecting competition.

Current Department of Justice-Federal
Trade Commission guidelines require that a
physician group share substantial financial risk
before being considered a joint venture and
thus eligible for rule of reason analysis. Their
definition of substantial financial risk is too
rigid, thereby eliminating from the market
PSN’s which would provide an expanded set
of consumer choices and increase competition
in the market for health care services.
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The proposed legislation overcomes this

barrier by mandating that the conduct of an or-
ganization meeting the criteria of a provider
service network be judged under the rule of
reason. The result will be to permit a case by
case determination as to whether the conduct
of that PSN would be procompetitive, and thus
permissible under the antitrust laws. It is im-
portant to understand, however, that this is not
an exemption from the antitrust laws. In no
event would providers be allowed to set prices
or control markets so as to injure competition.

Only an organization meeting specified cri-
teria would qualify for this more liberal, rule of
reason consideration. The network must have
in place written programs for quality assur-
ance, utilization review, coordination of care,
and resolution of patient grievances and com-
plaints. It must contract as a group, and man-
date that all providers forming part of the
group be accountable for provision of the serv-
ices for which the organization has contracted.
ANTITRUST EXEMPTION FOR MEDICAL SELF-REGULATORY

ENTITIES

Standard setting is a cooperative activity en-
gaged in by the providers of health care serv-
ices in this country. Those entities have a long
history of protecting the public with standards
for medical education, professional ethics, and
specialty certification. These activities have in-
creasingly been challenged under the antitrust
laws in recent years, typically by those who
fail to meet the standards. Congress at-
tempted to address this problem with the
Health Care Quality Improvement Act of 1986,
42 U.S.C. § 11101 et seq., which provided
antitrust protection for peer review actions
conducted in good faith. While beneficial, this
law shifted the debate in antitrust litigation
over peer review to whether the participants
acted in good faith and has not served to stem
the tide of antitrust law suits.

The medical self-regulatory entity exemption
included in our legislation would bar antitrust
suits against medical self-regulatory entities
that develop or enforce medical standards.
This would include activities such as accredi-
tation of health care providers and medical
education programs and institutions, tech-
nology assessment and risk management, de-
velopment and implementation of practice
guidelines and parameters, and official peer
review proceedings. The exemption would
cover suits against individual members of the
groups which undertake these activities as
well as the organizational entity on whose be-
half they act.

The scope of this antitrust protection is not
absolute, however, Activities by a medical self-
regulatory body that are conducted for pur-
poses of financial gain or which would inter-
fere with the provision of health care services
of a provider who is not a member of the pro-
fession that sets the standard would not be
covered or exempted by this legislation.

Mr. Chairman, H.R. 2425 represents a his-
toric step forward in improving the delivery of
health care in America. It deserves the sup-
port of every Member of this body.

Mr. DINGELL. Mr. Chairman, I yield
30 seconds to the gentleman from
Michigan [Mr. CONYERS].

Mr. CONYERS. Mr. Chairman, I say
to the gentleman, great statement. The
gentleman’s district loses in hospital
fees $260 million. The legal news points
out doctors mop up on medical mal-
practice reform, and you have not had

1 minute’s hearing on medical mal-
practice reform. The Judiciary Com-
mittee was cut out.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from New York [Mr. TOWNS].

Mr. TOWNS. Mr. Chairman, make no
mistake about it. What we are doing
here today is applying a $270 billion
meat-ax approach to a $90 billion prob-
lem merely to pay for a $245 billion tax
cut for the wealthy.

Let me say that I know my col-
leagues want to help their rich friends,
but let me say to the Republicans,
Please find another way to help your
friends. Do not do it on the backs of
senior citizens, those that have worked
all their lives to come to this point
now and to be told we are going to cut,
cut, cut, cut.

Let me just talk about two lies here
very quickly. No. 1 is that we are going
to go after fraud and abuse. My col-
leagues are not going after fraud and
abuse; they are cutting half of the peo-
ple that is supposed to go find fraud
and abuse. How are they going after it
if they eliminate half of the people
that are supposed to look for it? And
the last one is choice. The biggest lie of
all is choice. If they do not have the re-
sources, they have no choice.

Mr. GIBBONS. Mr. Chairman, I yield
3 minutes to the gentleman from New
York [Mr. RANGEL].

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

Mr. RANGEL. Like so many of my
friends here, Mr. Chairman, I am sick
and tired of these Republicans being
beat up on really. Most of the chairmen
and certainly the committee people
have nothing to do with this. Someone
told them that they had to find a $245
billion tax cut. Do my colleagues think
these people, kind and gentle as they
are, will be going after housing, and job
training, and lunch programs? No, it is
not their fault.

And let us get another thing straight
about this $270 billion cut. It is a sav-
ings; do my colleagues not get it? What
it means is that, as we find U.S. popu-
lation growing and people getting
older, and becoming more ill, and hav-
ing to see more doctors and more hos-
pitals, we are going to give them some
more money. So who the heck is saying
that they are not giving more? What
they are not doing is taking care of
those older people the way they should
be taken care of because they have de-
cided to legislate the rate of inflation.

Now another thing which we have to
understand is that we want to save
money by taking these old folks off of
this fee-for-service, seeing their own
doctor business. Cannot my colleagues
not understand that? We have these
private organizations. They meet every
month. Most of them are Republican,
but what has that got to do with it?
When they are there, they do not have
meetings asking how many lives did we
save. They want to know many bucks
did we make. Now the quicker we get

people off of these expensive doctors,
because now it is costing us $3 billion
more, these doctors are a lot of money,
as my colleagues know; ask them, they
can tell us how much they want; and
get them on these programs where we
can ration the care, then it is not real-
ly cutting services. It is not really cut-
ting money, it is cutting the services,
and so do not call that a cut.

Now some may say, Well, how are
these old people going to shop around,
feeble as they are in wheelchairs, and
find one of these for-profit organiza-
tions to give them care? My Demo-
cratic friends, I want them to know
they can stay in the program they are
in. They can stay there, and it is dis-
criminatory if one of these for-profits
do not let them in.

Now there is a problem. There is
nothing in the law that says these for-
profits have to go in communities
where there is sick people. There is
nothing in here that says they have to
go to the rural areas, there is nothing
in here that says they have to go to the
inner city, and why should they? They
are in the business of making money.
There are sick people in these commu-
nities, and we have to avoid it, but the
meanest thing of all, my Republican
friends, and I wish they could help me
to explain this, is that for years we
have known when one works and they
have no insurance, when someone is
poor and they have no coverage, they
go to the public hospitals. I ask, why
did you hit them so hard? Mr. Chair-
man, that is where people have no
place else to go.

Mr. ARCHER. Mr. Chairman, I yield 3
minutes to the gentlewoman from Con-
necticut [Mrs. JOHNSON], chairman of
the Subcommittee on Oversight of the
Committee on Ways and Means who
has given so much of her time and her
knowledge in developing this plan.

Mrs. JOHNSON of Connecticut. Mr.
Chairman, the goal of this bill is very
simple. It is to preserve Medicare for
current retirees and for future retirees.
Why do we want to do this? Because
the twin pillars of retirement security
for American seniors are Social Secu-
rity and Medicare, and believe me,
when the Trustees of Medicare say next
year they are going to pay out more
money than they are going to take in
and in 5 years after that they are going
to use up all their savings and be
broke, I think that is a crisis. I think
that is a problem. I think delaying ad-
dressing that problem is going to make
it harder, not easier.

So I am proud to support a bill that
says simply we have a crisis, that to
preserve Medicare we have to fix it,
and we can do it. It is actually not very
hard. It means reducing the rate of
growth in Medicare from 10 percent
down to 6.5 percent.

Why do we think we can do this? Be-
cause the private sector has already re-
duced the rate of health care cost
growth to 3 percent. We can preserve
Medicare by reducing its growth rate
to twice that of the private sector. We
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can do that, and we can do that in a
way that opens up new opportunities
for seniors because Medicare is an old-
fashioned program that does not pro-
vide prescription drugs nor cover pre-
vention, all of which can save money.

Right in Boston today we have two
plans open to Medicare seniors offering
all Medicare services, prescription
drugs, and a number of other services,
for zero premium. That is a zero-pre-
mium choice.

b 1415

That means for the same dollar we
are investing into Medicare, these
folks in Boston, our senior citizens, are
going to get choices that buy better
than Medicare benefits. That is what
this is all about. It is about controlling
costs in Medicare by opening up to sen-
iors the kinds of plans that in the pri-
vate sector have preserved benefits and
reduce the rate of medical inflation in
this country.

And how do we get the $270 billion?
This is how we get it. We reduce the
rate of growth in hospital reimburse-
ment rates and doctor reimbursement
rates so they go up 6.5 percent instead
of 10 percent. You Democrats keep
jumping up and saying ‘‘We are cutting
funding to hospitals’’. Mr. Chairman, I
ask Members to ask their kids if they
can pay more than the 19 percent of
payroll that they are now paying for
Social Security and Medicare so we can
let those hospitals grow at 10 percent
instead of 6.5 percent. Ask them that.
They will tell us they cannot afford it.

Yes, we can guarantee Medicare to
our seniors by slowing the rate of
growth in reimbursements to hospitals
and physicians, and by getting tough
on fraud and abuse. Incidentally, if the
Members on that side of the aisle do
not like our fraud and abuse provi-
sions, why didn’t they propose tougher
laws when they were in the majority
for 40 years?

We get $2 billion more in revenues
from our fraud and abuse provisions be-
cause we are tougher than we have
been in the past. So, the $270 billion
comes from slowing the rate of growth
in reimbursements to doctors and hos-
pitals, cracking down on fraud and
abuse and, yes, requiring seniors to
continue paying premiums to cover 31
percent, just what they are paying
today, and, though the Members on
that side never mentioned it, in our
plan requiring rich seniors to pay
more. We are proud of our plan. It pre-
serves Medicare and protects seniors.

Mr. GIBBONS. Mr. Chairman, I yield
1 minute and 30 seconds to the gentle-
woman from Florida [Mrs. MEEK].

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

Mrs. MEEK of Florida. Mr. Chair-
man, who do the Republicans think
they are, the Oracle of Adelphi? They
have just put a bill together where
they arbitrarily set interest? They
look forward to the year 2002, and they
have said how much money people are

going to make. They have set the infla-
tionary rate. Who are they, the Oracle?
They cannot do that.

What they have done here by setting
those unofficial rates, they have cheat-
ed the senior citizens of this country.
My Medicare card is shivering in my
pocket when I sit here and listen to
some of this, because what they are
doing is fooling the senior citizens.
They say to me, ‘‘Don’t scare them.’’ I
need to scare them and say, ‘‘Look out,
it is coming.’’ I ask the Members,
would they know a hurricane is coming
and not do anything about it?

I am saying, and all over this coun-
try I will continue to say that they are
not telling the full truth to these sen-
ior citizens. Mr. Chairman, the honor-
able gentleman from Pennsylvania
[Mr. GREENWOOD] this morning said,
and also my sister here who is a health
care expert, bringing down the infla-
tion rate. Who told them they can do
that? They do not know what is going
to happen. I rebut that stand very
much, because they cannot do that.

I can tell Members how many of
them are going to be hurting when
they get back home. People back home
do not know they are up here pontifi-
cating. They do not know that. But
when they get back there and they
look at how their hospitals are going
broke, they are going to come to them
and say, ‘‘What gives here? How can
you be the Oracle at Delphi?’’

Mr. UPTON. Mr. Chairman, I yield 2
minutes to the gentleman from Okla-
homa [Mr. COBURN].

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

Mr. COBURN. Mr. Chairman, many of
the people of this country sent new
representatives to this Congress, rep-
resentatives that have a basis of expe-
rience.

As a practicing physician who con-
tinues to care for Medicare patients
and Medicaid patients, whose practice
was made of a majority of Medicaid
and Medicare patients, I have truth-
fully and honestly looked at this bill.
This bill is going to save Medicare. It is
not perfect, but it does the things that
we need to do to preserve this program.
To do otherwise, to put a band-aid on
it, is wrong.

I want to share with the Members for
a moment what happened and what we
have done by changing some of the sys-
tem. Not long ago, in the late 1980s, a
program called the Clinical Laboratory
Improvement Act was introduced. The
effect of the act is that you can have a
pregnancy test at home using tech-
nology today that the Federal Govern-
ment says your doctor is not capable of
using unless approved by the Govern-
ment.

As a result of that, what we see is
that 30 percent of the doctors, and
mainly in rural America, are still test-
ing, 54 percent of the doctors stopped
some form of testing because of this
law. Seven percent dropped tests for
other reasons, and 9 percent of the

rural doctors in this country quit test-
ing completely.

The fact is we had a well-intentioned
plan. There were problems with pap
smears in this country, but there were
not that kind of problems. Now what
we do is we have patients paying two
and three times for the same testing,
waiting 2 and 3 days to get the same re-
sults back. CLIA was well-intended. It
has now been changed. We will have
quality because we are going to trust
our caregivers to give us quality.

Mr. GIBBONS. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, I would ask the gen-
tleman, how many 65-year-old older
women in his district were pregnant
last year? How many 65-year-old
women, older women, were pregnant in
his district last year?

Mr. DINGELL. Mr. Chairman, I yield
30 seconds to the distinguished gen-
tleman from Pennsylvania [Mr. KLINK].

Mr. KLINK. Mr. Chairman, I thank
the gentleman for yielding time to me.

Mr. Chairman, I just wanted to say
that under the Gingrich Medicare plan,
medical providers and hospitals around
the district of the gentlewomen from
Connecticut [Mrs. JOHNSON], and she
spoke just a few moments ago, are
going to lose $129 million over the next
7 years. That is what I call choice
under the Gingrich Medicare programs.
The doctors and hospitals are going to
lose $152 million. That is choice.

Janis Joplin, if she were alive, would
say freedom is just another word for
being forced to choose between your
doctor, who will leave the traditional
Medicare plan, and whatever else you
are going to do.

Mr. DINGELL. Mr. Chairman, I yield
11⁄2 minutes to the distinguished gen-
tleman from Maryland [Mr. HOYER].

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from
Maryland.

The CHAIRMAN. The gentleman
from Maryland [Mr. HOYER] is recog-
nized for 2 minutes.

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

Mr. HOYER. Mr. Chairman, we had
the opportunity to see a tape from a
consultant to a Republican meeting.
The consultant said ‘‘Use soothing
words for your radical change. Tell
them you are saving Medicare. Tell
them you are giving them choices. Ex-
press moderation in your radicalism
and swear that the $270 billion cut in
Medicare has nothing to do with the
$245 billion cut in taxes,’’ and hope
that the public is lulled into apathy.

So we hear on this floor talk by our
Republican colleagues of preserving
and reforming a health care system
that 93 percent of them opposed in 1965.
Beware, the wolf in sheep’s clothing.
Beware those who want to save that
which they eschew. Beware those who
want to come from the majority party
in Washington and help you.

Mr. Chairman, if we pass this bill
today, before too long Medicare for
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millions and millions of Americans will
become Medigone. Oppose this Repub-
lican medical killing proposal.

Mr. BLIILEY. Mr. Chairman, I yield 1
minute to the gentleman from Califor-
nia [Mr. BILBRAY].

Mr. BILBRAY. Mr. Chairman, not too
long ago I got a call from a senior citi-
zen in my county about the fact that
she was billed for two mammograms.
When she confronted the billing agent
on it, they assured her that she was
wrong and she was just a senior, just a
senior and did not understand. The
mistake is the seniors understand. This
women pointed out that it was phys-
ically impossible for her to have two
mammograms, because she had had
surgery 2 years before, and when this
billing agent found out about their
mistake, the comment was ‘‘Well, it is
not your money, ma’am. Why are you
worried about it?’’

For too long, people have been saying
to the seniors ‘‘It is not your money,
do not worry about it.’’ The seniors
care. In this bill, we are going to fight
fraud by creating a neighborhood
watch strategy for fighting Medicare
fraud. We are going to allow the sen-
iors to participate, not only in choos-
ing their program for their health care,
but also participate in fighting fraud.

Mr. Chairman, I strongly support
this concept, because I think if we real-
ly want to be serious about fighting
fraud, then have the guts to allow the
seniors to participate in these pro-
grams and approve this bill.

Mr. Chairman, I rise in opposition to the
Medicare package before us today.

The Republicans have proposed cutting
$270 billion out of the Medicare system.

They did not choose $270 billion because it
is needed to save the trust fund, or because
there is $270 billion worth of waste, fraud, and
abuse in the system, or because cutting $270
billion will improve seniors’ health.

They chose $270 billion because they have
a huge fiscal hole to fill—a hole created by an
unnecessary and irresponsible tax cut for the
wealthy.

The Republicans have committed to bal-
ancing the budget, increasing spending on de-
fense, and cutting taxes.

If revenues are going down by $245 billion,
and you’re going to balance the budget,
you’ve got to raid the bank somewhere else.

That somewhere else is Medicare.
The Republican plan is not driven by a de-

sire to save Medicare.
Ninety-three percent of Republicans voted

against the Medicare Program at its creation.
Ninety-nine percent of House Republicans

voted to cut more than $280 billion out of the
program in 1995.

This Republican plan is a stake in the heart
of the medical insurance program 37 million
seniors from all walks of life rely on for their
health security.

The Republican plan will increase charges
to seniors with an average income of $13,000
per year so that people with incomes of
$350,000 per year can get a $20,000 dollar
tax cut.

I don’t think that’s fair, and I don’t believe
it’s right.

The Republican plan will undermine Medi-
care in other ways as well.

Medicare-plus Programs will be allowed to
cherry-pick low risk seniors, leaving traditional
Medicare subject to the higher costs of ad-
verse selection.

The plan creates incentives for doctors and
hospitals to leave traditional Medicare for
Medicare-plus options that permit them to
charge seniors higher fees—creating the prob-
ability that seniors who cannot afford higher
Medicare-plus charges will be unable to find
doctors and hospitals willing to treat them.

And, the plan actually weakened sanctions
against waste, fraud and abuse.

I believe that we need to take steps to fix
what’s broken with Medicare.

We must crack down on the waste, fraud,
and abuse.

I know that seniors are willing to bear their
fair share of the costs of balancing the Federal
budget for our children and grandchildren.

But this debate is not about fixing what’s
wrong.

It’s not about changing the parts of Medi-
care that don’t make sense.

It’s about charging seniors more for health
care.

It’s about giving seniors less for their Medi-
care dollars.

And it’s about filling the tax cut hole.
I urge my colleagues to vote ‘‘no’’ on the

Republican Medicare plan.
PARLIAMENTARY INQUIRY

Mr. THOMAS. Mr. Chairman, I would
ask the Chair, what are the rules in
terms of sloganeering, buttons worn on
the floor when participating in debate?

The CHAIRMAN. The Chair has al-
ready stated that wearing badges on
the floor while participating in debate
is against the rules of the House.

Mr. DINGELL. Mr. Chairman, I will
take it off, and I will be delighted to
give it to the gentleman from Califor-
nia. It will benefit him highly.

Mr. Chairman, I yield 15 seconds to
the distinguished gentleman from New
Jersey [Mr. PALLONE].

Mr. PALLONE. Mr. Chairman, I
thank the gentleman for yielding time
to me.

Mr. Chairman, I just wanted to point
out that under the Gingrich Medicare
plan, the hospitals in and around the
district of the gentleman from Califor-
nia, [Mr. BILBRAY] will lose $345 million
over the next 7 years in order to pay
for a tax cut for the rich.

Mr. DINGELL. Mr. Chairman, I yield
such time as she may consume to the
gentlewoman from California [Ms.
LOFGREN].

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

Ms. LOFGREN. Mr. Chairman, I op-
pose the bill.

Mr. Chairman, I rise today on the behalf of
the thousands of senior citizens, parents, chil-
dren, women, hospitals, doctors, nurses,
health-care providers and workers who live in
my district and have written to me, talked to
me and pleaded with Congress to stop these
ill-conceived cuts to Medicare.

Thirty years ago the Congress made a
promise to the American people. That promise
was a bold commitment to entitle older Ameri-
cans, poor children, families, and the disabled
to health coverage through the Medicaid and
Medicare Programs. Today, our new Repub-
lican leaders are turning their backs on that
promise.

Why? The facts are that they cut Medicare
so deep to pay for their tax breaks. American
seniors will be forced to pay more out of their
pockets, will have less choice in selecting their
own doctor and will receive a lower quality of
service, so that the Republicans can use sav-
ings for a tax cut.

None of the $270 billion that the Repub-
licans are cutting out of the Medicare Program
will go back into the Medicare trust fund—not
one cent. It will all go back into the general
Treasury. The Republican lockbox is a gim-
mick. It does not change the fact that the cuts
are there to be counted in determining wheth-
er the budget is balanced and you can’t give
those tax breaks, and balance the budget—
not without cuts. Did the Republicans cut de-
fense to pay for their tax break? No, they cut
Medicare and Medicaid.

The Medicare trustees say that the pro-
posed cuts are more than three times greater
than the $89 billion recommended to keep the
Medicare trust fund solvent. I doesn’t take a
Ph.D. in mathematics to figure out that the
$270 billion in Medicare cuts will cover the
cost of the $245 billion tax break.

When I came to Congress in January as a
freshman Member of Congress, I expected
Congress to take care in passing laws. Not in
this Congress. The Medicare cuts that are be-
fore the House today got 1 day of hearings—
1 day. And, the committee members didn’t
even have the real bill in front of them before
the hearing started. Today we have 1 day of
debate, with no amendments allowed, on the
basic health care program relied on by millions
of Americans. We spent all of yesterday on
the floor of the House talking about fish—
seems to me we could have waited to deal
with fish and used at least part of that time to
deliberate on the fate of American’s seniors.

The impact on the State of California will be
large. California will lose $27.5 billion in Medi-
care funding over 7 years. California will lose
$816 million next year alone and the losses
will only increase as each year passes. The
combined potential loss in Federal health care
spending in California over 7 years will be at
least $44.1 billion. In 1996 California will lose
$1.5 billion in Federal health care spending
and the loss per year will increase every year
after 1996 reaching a whopping loss of $12.1
billion in 2002. To put this in perspective, the
State of California’s entire budget for this fiscal
year was $42 billion. The personal cost for
Seniors in my State will be high. They can ex-
pect their premiums to double by the year
2002. Let me repeat that: California seniors
will pay double what they are paying now in
just 6 short years. And Medicare spending per
beneficiary will be cut by $1,700 by the year
2002.

In my district in Santa Clara County, CA the
effects of these cuts will be profound. By the
year 2002, Santa Clara County’s Medicare
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loss will be $1.2 billion. Next year alone,
Santa Clara will loss $33.4 million in Federal
Medicare money. I was a Santa Clara County
supervisor for 14 years and I can tell you from
experience the ramifications of these cuts will
be far-reaching. Counties and hospitals will be
forced to thin the health care soup. Costs will
be shifted and care will jeopardized. Patients
in other insurance programs will feel it—their
costs are likely to go up or coverage down.

I have received letters from both private and
public hospitals in my district that tell me they
do not know how they will be able to cover the
Medicare losses. Public hospitals form the
backbone of the safety net in most counties.
They provide substantial amounts of care to
low-income populations and the uninsured.
They rely heavily on Medicaid and Medicare to
pay for that care. These hospitals also provide
wide range of regional and community serv-
ices that are often not otherwise available,
such as trauma care, children’s specialty serv-
ices, spinal cord injury rehabilitation and burn
care. Medicaid and Medicare ensure that
these hospitals remain financially viable to
provide these much needed services. In Cali-
fornia the number of people who rely on public
hospitals is growing. And, growing along with
it at an even more alarming rate is the number
of uninsured people.

While the financial side of these cuts is im-
portant, the human question of serving people
in need is paramount. On behalf of all of those
people who live in the 16th district of Califor-
nia who have taken the time to write, to call
and to speak up against these cuts, I ask my
colleagues here in Congress, not to turn your
back on this American promise. Don’t turn
your back on America’s seniors and unin-
sured. It isn’t too late to say: ‘‘this goes too
far.’’

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from Virginia [Mr. SISISKY].

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

Mr. SISISKY. Mr. Chairman, I have
just completed, 7 weeks ago, an oper-
ation for rectal cancer. I was able to af-
ford the prescreening of that, even
though I am on Medicare, but I found
out today that it is not even included
in this bill. How can we be
uncompassionate for people who can-
not afford to get these examinations?
It just seems to me that that is one of
the things that should be included. Mr.
Chairman, I do not need 30 seconds
more to say that I do not believe in at-
tacking, and doing this from the Demo-
crats or Republicans, but just from
utter compassion for people, I promise
the Members, to get that examination,
they do not have to worry about fraud
and abuse then. Nobody will ask and
beg for that examination, I promise
that. But for goodness sakes, care
about people who do need that exam-
ination.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the distinguished gen-
tleman from Illinois [Mr. CRANE],
chairman of the Subcommittee on
Trade of the the Committee on Ways
and Means.

Mr. CRANE. Mr. Chairman, there was
an interesting cartoon in yesterday’s

newspaper that perhaps not everybody
in our listening or viewing audience
saw. It had this patient lying in bed in
a hospital on a life support system, and
at the foot of the bed he was identified
as Medicare, and there were two Re-
publican elephants there that were
dressed in doctor’s attire and they said,
‘‘He needs immediate surgery to sur-
vive,’’ and the nurse was behind the
two elephants and she was standing in
front of the Jackass and a man who oc-
cupies the other end of Pennsylvania
Avenue, and said ‘‘No, no, the family
insists, no surgery. They believe in
faith healing.’’ I think it pretty well
describes so much of the rhetoric that
has been going on here in this debate.
We got from the administration’s
trustees the death sentence. They
handed down the death sentence on the
fate of Medicare.

b 1430
It required some kind of immediate

attention. Now, to be sure, we could
have enacted blood transfusions out of
my children and my grandchildren by
tripling their taxes as a way of address-
ing this problem. But there are more
efficient ways and ways that employ
certain options that have been preva-
lent in the private sector all along, and
that is guaranteeing people more
choice and more control over their own
medical coverage.

The fact of the matter is I am con-
fident that the Republican approach
can address this problem and simulta-
neously hold those escalating costs on
an annual basis to just a little more
than 2 percent than the escalating
costs in the private sector. That is not
too much to expect.

The fact of the matter is this is long
overdue legislation. It is a shame we
waited until the 11th hour to finally
take a look at it, but I support H.R.
2425. I urge all of you too.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Massachusetts [Mr.
OLVER].

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

Mr. OLVER. Mr. Chairman, I rise in
opposition to this legislation.,

Mr. Chairman, today the Republican Party
takes on the onus for dismantling Medicare,
the health care guarantee within Social Secu-
rity.

And you can bet the Republican Party has
its sights on dismantling Social Security as
well.

And to what end? To create a comprehen-
sive health care system which 80 percent of
Americans want? No.

To serve extremists in the Republican Party.
To serve the insurance companies and the

American Medical Association.
The Republican Party in cutting $270 billion

from health care for American retirees to give
$245 billion in tax cuts.

More than half of the tax cut goes to fat cats
already making over $100,000 per year—while
75 percent of the people taking Medicare cuts
to pay for that tax cut live on less than
$20,000 per year.

The Republican Party is taking health care
dollars from low- and middle-income retired
Americans to give billions to insurance compa-
nies and the already wealthy.

You can bet Americans will remember next
November.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from North Carolina [Mr.
WATT].

(Mr. WATT of North Carolina asked
and was given permission to revise and
extend his remarks.)

Mr. WATT of North Carolina. Mr.
Chairman, I rise in strong opposition
to the scam on the senior citizens of
America.

Mr. GIBBONS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from California [Mr. DIXON].

(Mr. DIXON asked and was given per-
mission to revise and extend his re-
marks.)

Mr. DIXON. Mr. Chairman, I rise in
opposition to this bill.

Mr. Chairman, I rise today in strong opposi-
tion to the Medicare Preservation Act of 1995
(H.R. 2425), a bill which cuts $270 billion from
the Medicare Program over the next 7 years.
This bill would make these cuts by substan-
tially increasing out-of-pocket costs for bene-
ficiaries and reducing the payments to health
care providers, which has serious implications
for the quality of care our seniors deserve.

Under this bill, beneficiaries face a retire-
ment plagued by higher health costs. The bill
permanently increases the beneficiary’s por-
tion of the Medicare part B premium to 31.5
percent, resulting in a $48 billion increase in
costs over 7 years.

Hospitals and other health care institutions,
already facing severe budget constraints,
would face a $70 billion cut in Medicare pay-
ments. Roughly half would come from a re-
duction in the inflation adjustment received by
hospitals. Skilled nursing facilities would find
themselves $10 billion poorer. Hospitals which
treat a disproportionate share of low-income
beneficiaries get their funding cut twice. One
cut will come from the inflation adjustment and
another cut will come from a reduction in
funds from the disproportionate share program
[DSH] by $9 billion.

Health care providers participating in tradi-
tional Medicare would face an extra hit from
the so-called failsafe provision. This provision
would require the Secretary of Health and
Human Services to further reduce payments to
doctors and hospitals if Medicare spending ex-
ceeds the targets for a given year.

These reductions would apply only to tradi-
tional Medicare and are estimated to result in
an additional $31 billion in cuts. The failsafe
provisions clearly demonstrate the bias
against the traditional Medicare fee-for-service
system, on which the vast majority of bene-
ficiaries now rely.

Until very recently, doctors would have
faced nearly $55 billion in cuts. However, the
Republicans made a last minute change in
calculating payments to physicians to secure
the endorsement of their bill from the Amer-
ican Medical Association [AMA].

Another enticement for doctors is the bill’s
arbitrary limits on the recovery of damages in
malpractice suits. Such a provision has noth-
ing to do with Medicare and does not belong
in the measure. It is shameful that the GOP
would commingle the cost of delivering health
care with tort reform.
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We know that Medicare’s insolvency must

be addressed. We also know that it is not nec-
essary to do so by cutting $270 billion from
the program. Treasury Secretary Robert
Rubin—one of the Medicare trustees—wrote
to Speaker GINGRICH to let him know that
$270 billion in cuts are not necessary to keep
the program solvent. Also, the Republicans
have admitted that their bill will only keep
Medicare solvent until 2006. That is the same
length of time that the Democratic alternative,
which cuts only $90 billion, would keep Medi-
care solvent.

Why are the Republicans recommending
these Medicare cuts? Because they need to
find $245 billion to pay for their tax cut pro-
posal—most of which benefits corporations
and higher income Americans.

The American people want a different ap-
proach—one which ensures Medicare’s sol-
vency but without jeopardizing the quality of
care that Medicare beneficiaries currently re-
ceive. The alternative offered by Democrats
on the Ways and Means Committee would
make smaller reductions in the Medicare Pro-
gram without raising premiums. However, the
alternative was rejected by the Ways and
Means Committee Republicans.

It is ironic that the Republicans named their
bill the Medicare Preservation Act. It should be
renamed the Medicare Devastation Act. This
bill jeopardizes the health care of beneficiaries
and places a heavy burden on health care
providers. We should not be making deep cuts
in Medicare to pay for tax cuts. America’s sen-
iors deserve better.

Vote ‘‘no’’ on the Medicare Preservation Act.
Mr. GIBBONS. Mr. Chairman, I yield

1 minute to the gentleman from Ten-
nessee [Mr. FORD].

Mr. FORD. Mr. Chairman, under the
Gingrich Medicare plan, the hospitals
in and around the district of the gen-
tleman from Illinois [Mr. CRANE], who
spoke earlier, will lose about $67 mil-
lion over the next 7 years.

Mr. Chairman, I have been receiving
calls all afternoon in my office with
this debate being heard throughout
America. People are saying: ‘‘Please,
do not vote for the Gingrich Medicare
plan.’’

I am not going to vote for that plan
today. I want my constituents to know
that.

In my district alone, I say to the gen-
tleman from Texas [Mr. ARCHER], hos-
pitals in my area will lose $457 million
over the next 7 years. There are clear
winners and losers in this Gingrich
Medicare plan. The losers are the elder-
ly and the hospitals throughout Amer-
ica.

Those winners are the health insur-
ance industry, and naturally we know
those who will receive the huge tax
breaks.

There will be a substitute that will
come soon to this bill that Democrats
will being solvency to the Medicare
plan only with $90 billion, and not the
$270 billion under the Gingrich plan.

Mr. BLILEY. Mr. Chairman, could I
inquire how much time remains?

The CHAIRMAN. The gentleman
from Texas has 8 minutes remaining,
the gentleman from Florida has 81⁄2
minutes remaining, the gentleman

from Virginia [Mr. BLILEY] has 10 min-
utes remaining, and the gentleman
from Michigan [Mr. DINGELL] has 91⁄4
minutes remaining.

Mr. BLILEY. Mr. Chairman, do I
have the right to close for the Commit-
tee on Commerce?

The CHAIRMAN. The gentleman
from Virginia is reserving the right to
close.

Mr. BLILEY. Mr. Chairman, I yield 2
minutes to the gentleman from Con-
necticut [Mr. FRANKS].

Mr. FRANKS of Connecticut. Mr.
Chairman, in the 103d Congress, all par-
ties involved in the delivery of health
care services as well as those receiving
care recognized that change was in
order. However, the public said ‘‘no’’ to
the radical government takeover Clin-
ton plan and ‘‘yes’’ to a market-driven
system.

Now in the 104th Congress, we are at-
tempting to address the unacceptable
double-digit growth of Medicare which
would lead to its bankruptcy. Our plan
provides health care security for today
and tomorrow’s seniors. It does so
without increasing the tax burden on
families and without increasing copays
or deductibles for seniors.

Like in the general population, Mr.
Chairman, Medicare-plus will allow
seniors to choose from a variety of
plans. If seniors would like to stay in
the traditional Medicare plan, they
can. Our plan will help end waste,
fraud, and abuse in our current system.
It offers regulatory relief to help curb
the growth of health care costs.

We also protect the quality of health
care for the future by protecting and
strengthening our teaching hospitals.
It should be noted, Mr. Chairman, that
better managing the services would not
mean lesser services. It would mean
doing things better and smarter.

We have incentives in our plan to en-
courage all involved in Medicare to
play a role in better managing each
dollar spent on health care.

The Democrats would like to give the
public the impression that they have
the market cornered on compassion.
Oh, how wrong. Oh, how wrong.

A variety of plans will give us com-
petition and will thus increase the
likelihood of a more efficient system.

Mr. DINGELL. Mr. Chairman, I yield
myself 15 seconds.

I note for the record that, under the
Gingrich Medicare plan, hospitals in
and around the district of my good
friend, the gentleman from Connecti-
cut [Mr. FRANKS], in Waterbury, CT,
will lose $211.8 million over the next 7
years so the rich can get a tax cut.

Mr. Chairman, I yield 1 minute to the
distinguished gentlewoman from Colo-
rado [Mrs. SCHROEDER].

Mrs. SCHROEDER. Mr. Chairman, I
just came to say we now know what
this is all about. The Speaker said the
crown jewel is going to be the tax cut,
the tax cut for the parade of million-
aires we have seen going in and out of
his office recouping what they have in-
vested in GOPAC and everything else.

As I hear people from this side of the
aisle coming down and saying, ‘‘Trust
us, we are so compassionate,’’ the rea-
son we do not trust you is that you
were not for this program to begin
with. You waved the trustees’ report
around as to why you had to cut this,
not the tax cut, but the trustees. But
you will not wave your 961-page bill
past the trustees to see if they fixed it.
No; no; no.

We fix it as much as you fix it. We do
what they do about fixing. You go on
to raid it. You do not really like that.
You do not really like people pointing
that out.

You also turn on the fraud faucet, as
the Attorney General said. That is why
we do not trust you, and that is why
this is a tragic day because you are un-
raveling social Medicare as we know it
and Medicaid as we know it, and you
know it.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Ne-
braska [Mr. CHRISTENSEN], another re-
spected member of the Committee on
Ways and Means.

Mr. CHRISTENSEN. Mr. Chairman,
30 years ago Medicare, when it was
started, was estimated to cost, in 1995,
$9 billion. The people who were operat-
ing the Government back then miscal-
culated a little bit. Today it costs $178
billion, a $169 billion miscalculation, a
miscalculation that has caused an in-
credible stress upon the system, a mis-
calculation that the Medicare trustees
said would bankrupt the system in the
year 2002, and that we were given the
choice of whether we should let it go
bankrupt or whether we should try to
save it.

Since working on this plan for the
last 8 months, I am proud to say this
plan is going to offer a lot of choices. It
is going to offer choices to my 84-year-
old grandmother. It is going to offer
choices to my soon-to-be 65-year-old fa-
ther. It is going to give him the oppor-
tunity, as he lives in rural America, to
get into a medical savings account. It
is also going to give him the oppor-
tunity and choice to get into a pro-
vider-sponsored network.

He thinks he can manage his money
better than the Federal Government
can.

I am proud this plan is going to save
Medicare for whose who want to re-
main in the current Medicare system
and offer choices for those who want to
get into new Medicare, Medicare-plus.
This is a good plan.

I urge strong support for passage of
the Medicare Preservation Act.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from New
York [Mr. ENGEL].

Mr. ENGEL. Mr. Chairman, this sign
says it all. Shame on NEWT GINGRICH
and the Republicans for what they are
doing to senior citizens in this country.
Shame on them for what they are
doing to people who have worked hard
all of their lives.

At least our Republican colleagues
have been somewhat consistent. This
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bill came out of the Committee on
Ways and Means. They certainly found
many ways to be mean to senior citi-
zens in this country.

Our colleagues talk about choice, our
Republican colleagues. The only choice
senior citizens are going to have under
this legislation is whether or not to
buy dog food to eat because that is all
they will be able to afford after they
get through paying for health care
under this bill.

Shame, this bill ought to be rejected.
Mr. BLILEY. Mr. Chairman, I yield

11⁄2 minutes to the gentleman from
Texas [Mr. FIELDS].

(Mr. FIELDS of Texas asked and was
given permission to revise and extend
his remarks.)

Mr. FIELDS of Texas. Mr. Chairman,
facts should be important in this de-
bate.

Mr. Chairman, when most Americans
who are in managed care plans go to
the doctor, it costs $10. However, Medi-
care recipients, such as my mother and
grandmother, pay the first $100 and
then 20 percent of the remainder. When
most Americans go to the hospital,
they pay $35 a day. Seniors, on the
other hand, pay a $716 deductible for
the first 60 days and then $179 for every
day afterwards. That is because while
most Americans have a choice, seniors,
choices are made for them by Washing-
ton bureaucrats.

So after months of hearings and care-
ful study, we will vote today on legisla-
tion that will not only ensure the long-
term fiscal health of Medicare, but also
create choice by providing options for
senior citizens. This bill moves the de-
cision-making down the Potomac
River, outside of the beltway and into
the hands of people like my mother and
my grandmother.

The Medicare Preservation Act of
1995 offers seniors the opportunity to
continue participating in the existing
‘‘fee for service’’ system, if they want
to. However, it will give them much
greater choice. Seniors will have the
chance to opt into HMO’s or to buy pri-
vate health insurance policies.

They will be able to select the medical sys-
tem that best suits their needs; that saves
them money; that provides the most benefits
for the lowest cost.

This bill creates tax-free ‘‘medisave’’ ac-
counts that provide seniors incentives to shop
around for the most cost-effective care and to
reward seniors who maintain healthy habits.
This bill will also help retirees maintain pre-
viously held employer-provided health cov-
erage.

Finally, according to one study, if Medicare
is not reformed soon, the average increase in
cost per household, in my district alone, ini-
tially will be $1,541. Therefore, I urge my col-
leagues to pass H.R. 2425 because under this
bill, seniors, like my mother and grandmother,
are winners.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from California [Mr. MILLER].

Mr. MILLER of California. Mr. Chair-
man, Members of the House, it is a
good thing my colleague, the gen-

tleman from Texas [Mr. FIELDS], has
hospitals that charge $35 a day, be-
cause they are going to lose $102 mil-
lion, and so that is about all they are
going to be able to provide is $35 worth
of service.

Mr. Chairman, and Members of the
House, today the Gingrich Republicans
snatched from the elderly of this coun-
try the finest health care system in the
world, the most comprehensive health
care system in the world, that gives
the finest quality of health care in the
world, and they do so not to strengthen
that system, not to preserve that sys-
tem, they do so simply to snatch over
$200 million in excess cuts to provide a
tax cut to the wealthiest.

This day is the day that a system
that has been built up to provide secu-
rity and protection for America’s elder-
ly, for the people who built this Nation
and fought its wars, this is the day we
start to shred that system, and in a
matter of years it will not be whether
they force you out of the system, there
will be no system that people have
come to expect in this country.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from New
Jersey [Mr. MENENDEZ].

(Mr. MENENDEZ asked and was
given permission to revise and extend
his remarks.)

Mr. MENENDEZ. Mr. Chairman, I
hope my New Jersey Republican col-
leagues will remember that not only
will we be hurting New Jersey senior
citizens who will pay $1,000 for the
privilege of getting less but we will
lose $14 billion, $7 billion from Medi-
care, $7 billion from Medicaid. That is
not right. It is wrong. It is not nec-
essary, and there is not one New Jersey
Representative who can stand on this
floor and in good conscience vote for
this package. This is not the Medicare
Preservation Act. It is the Medicare
Destruction Act, and New Jersey is one
of the prime targets.

Mr. Chairman, I rise today in strong opposi-
tion to devastating Medicare. Common sense
dictates that taking $270 billion out of your ac-
count—and telling you that you will be better
off—just does not make sense. If this bill
passes, it will hurt Americans of all ages. Sen-
iors will be hurt because they will have less
choice in their health care. They will be hurt
because they will pay over $1,000 more by
the year 2002. To remain in Medicare as they
know it, they will be forced to pay substantially
higher prices than they do today. Their chil-
dren will be hurt because they will be ex-
pected to step in and help their older parents
meet these rising Medicare and nursing home
expenses, at the same time they’re trying to
send their kids to school.

If this bill passes, our hospitals will be se-
verely impacted. I hope my New Jersey col-
leagues remember that Medicare provides 45
percent of all hospital revenues—76 of our
New Jersey hospitals will be on a critical list.

Many of those hospitals receive over 65
percent of their revenue from Medicare; and,
if this bill passes, they may be forced to con-
solidate, offer fewer services, or even close.
Any of those options adversely impact every-
one in the community; not just seniors. And

everyone will suffer because of the reduced
health care delivery systems available to
them.

This bill is not a Medicare Preservation Act.
It’s the Medicare Destruction Act. Thirty years
ago, 93 percent of all Republicans voted
against Medicare—trying to kill it before it was
born—now they’re trying to kill it again. The
$452 billion savings attained at the expense of
our older Americans, our poor women and
children and even the working children of sen-
ior citizens will be used to pay for a $245 bil-
lion tax cut which benefits a minority of
wealthy Americans. It is not fair, it is not right,
it is not necessary. We should vote ‘‘no.’’

b 1445
Mr. GIBBONS. Mr. Chairman, I yield

2 minutes to the gentleman from Mas-
sachusetts [Mr. NEAL].

Mr. NEAL of Massachusetts. Mr.
Chairman, this Republican Medicare
bill is a direct assault upon hospitals
across America. The bill includes the
largest cuts in the history of Medicare,
and do not kid yourself, they are aimed
at our hospitals.

Do not be fooled by this rhetoric. The
Gingrich Medicare bill does much more
than tinker around the edges with the
way hospitals are reimbursed. These
Republican Medicare cuts jeopardize
the ability of hospitals to continue to
provide quality care.

Republicans say that the cuts to hos-
pitals included within this bill are just
reductions in growth. This is simply
not true. The Republican Medicare bill
will bring real pain to many hospitals
across America. This bill could include
outright cuts to many hospitals, hos-
pitals that are already vulnerable and
in difficult financial situations.

We have the luxury in this Congress
today of looking at Medicare in a vacu-
um. Hospitals do not have this luxury.
When drastic cuts to Medicare dis-
proportionate share and teaching hos-
pitals are coupled with outlandish Med-
icaid cuts that are coming, our Na-
tion’s hospitals are going to be left out
to dry. Public hospitals, community
hospitals, and old urban hospitals, dis-
proportionate share hospitals and
teaching hospitals, they simply cannot
absorb the cuts of this magnitude, as
Republicans naively suggest.

The Medicare bill will damage the
quality of care that our hospitals
enjoy. It is that simple. Vote against
this ill-conceived, unwarranted, and
unwise attack.

Mr. ARCHER. Mr. Chairman, I yield
myself 1 minute.

Mr. Chairman, a great deal of infor-
mation has been presented today. Some
numbers have been called cuts, some
have been called increases. I think it is
important that we focus on why this
difference occurs.

The hospitals will get an increase in
every year under our plan, compared to
the previous year, but the Democrats
call those cuts, because they are using
the CBO projections that assume that
health care costs are going to go up at
over 10 percent per year. That projec-
tion is unsustainable. We all know
that.
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But if we take anything off of that

unsustainable increase, they call it a
cut. If we increase above today’s level
of expenditure and above the rate of in-
flation, they still call that a cut. As I
have said earlier, only in Washington is
an increase, because of this phony pro-
jection, called a cut. We are not cut-
ting hospitals, we are increasing them
at a slower rate.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the gentleman from Texas,
Mr. GENE GREEN.

(Mr. GENE GREEN of Texas asked
and was given permission to revise and
extend his remarks.)

Mr. GENE GREEN of Texas. Mr.
Chairman, it is a sad day that the
House is about to pass this crown jewel
of the contract which slashes a $270 bil-
lion from Medicare in order to pay for
a budget busting $245 billion tax cut.

The bill that is about to be passed by
Speaker GINGRICH and the Republican
majority will add hundreds of dollars
every year to seniors’ out-of-pocket
medical costs and force seniors to give
up their life-long doctors, without sav-
ing Medicare past the year 2006 and
without cutting, in fact increasing the
problems, of fraud, abuse, and waste.

This bill is about as much designed
to save Medicare as the grim reap is de-
signed to bring happiness to our lives.

Mr. Chairman, I urge everyone to
continue this fight. The decision today
is just round one. The Democrats will
continue to fight this extreme bill if it
is enacted. The senior citizens in my
district and around our country de-
serve better. I hope the Senate will
change it. If not, I pray the President
will veto it.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from
Michigan [Mr. UPTON] who was so help-
ful in helping us revise the AAPC for-
mula.

Mr. UPTON. Mr. Chairman, days like
today we need to think about the rea-
sons why we are here. Are we here to
talk about problems or are we here to
solve them? The current Medicare Pro-
gram today is going bankrupt. You
know that, and we know that. Can you
imagine the answer to the question in
the next decade if today we shirk our
responsibility from saving Medicare
from going bankrupt, what seniors will
say about this Congress? ‘‘What the
hell happened when you all saw the
writing on the wall? What did you do?’’

Two years ago there was a lot of talk
about the Clinton health care plan, and
the more that folks heard about it, the
more they did not like it, and it never
even came up for a vote. Today, as I
have met with hundreds and hundreds
of seniors and many of my providers, I
realize that the more folks understand
this bill, knowing that the alternative
is either doubling the FICA tax or let-
ting Medicare go belly up, the more
they like the idea of themselves choos-
ing the plan that fits their needs best.
The right to choose, with knowledge
that they can keep Medicare the way
they have it now, without a reduction

in benefits, will always remain as an
option.

Mr. Chairman, I do not ever want to
look in the eyes of one of my seniors
and say ‘‘Medicare went bankrupt on
my watch.’’

Mr. DINGELL. Mr. Chairman, I yield
myself 15 seconds to note that the hos-
pitals of my friend, the gentleman from
Michigan [Mr. UPTON], under the Re-
publican bill will lose $211 million over
the next 7 years so we can give a tax
cut to the rich.

Mr. GIBBONS. Mr. Chairman, I yield
myself 30 seconds.

Mr. Chairman, I sat through a num-
ber of hearings with the gentleman
from Texas [Mr. ARCHER] and heard
him make the same speech. I have lis-
tened to him all day make the same
speech. He says there are not any cuts
in his bill. I do not know which one it
is in, the one he introduced the other
day of the one he introduced last night,
but the CBO just gave a scoring table
on his bill, whichever one it is, and
says it cuts $270 billion. Now, some-
body is stretching the truth.

Mr. BLILEY. Mr. Chairman, I yield 2
minutes to the gentleman from Iowa
[Mr. GANSKE].

Mr. GANSKE. Mr. Chairman, every-
body in this Chamber cares deeply
about the health care of our senior citi-
zens. Prior to last November, I was a
doctor taking care of Medicare pa-
tients, and I too am especially con-
cerned about this issue. Which is why I
am going to support the Medicare Pres-
ervation Act.

Mr. Chairman, for many years the
Health Care Financing Administration
has been tightening the tourniquet on
health care by price controls, and bu-
reaucratic paperwork, and regulations.
If we do nothing substantive and struc-
tural, then you will see much more of
the same, and no longterm solution to
explosive costs. A tourniquet too tight
can cause gangrene.

This bill makes an honest effort to
provide structural changes that will
allow seniors to choose options in
which they will be able to make deci-
sions, in consultation with their doc-
tor, about their health care, rather
than having that decision made by a
faceless Government bureaucrat.

The question, Mr. Chairman, is not
whether decisions are going to have to
be made, the question is who is going
to make that choice—the Government
or the patient?

I have devoted a great deal of
thought to this bill and I have studied
and read it. This bill is not exactly the
way I would have written it, but many
thoughtful people have worked on this
bill and I hasten to add that I am under
no illusion that my solutions are the
only way to achieve a good end.

However this bill does have provi-
sions in it for patient protections that
I have worked with many Members on,
it does start to address the inequity in
geographic variations of reimburse-
ment that exist under the current sys-
tem, it does offer choices to Medicare

recipients that they don’t currently
have, and it is much better than the
fiscal band-aid that has been proposed
by my Democratic colleagues across
the aisle.

Mr. Chairman, I want my former pa-
tients and, now my senior citizen con-
stituents, to have good health care.
Our final vote on this measure will
probably be after a Presidential veto
and then an agreement between the
President and Congress. If at that
time, I am not happy with a plan that
protects our senior citizens’ health
care than I will vote accordingly. Un-
fortunately, I don’t have a crystal ball.
For today, I vote for the bill because it
is moving in the right direction.

Mr. GIBBONS. Mr. Chairman, I yield
30 seconds to the gentleman from Cali-
fornia [Mr. WAXMAN].

Mr. WAXMAN. Mr. Chairman, the
preceding speaker talked about the de-
cisions that have to be made and who
will make those decisions. I would sub-
mit if people are herded into HMO’s be-
cause they really have no other choice,
because they cannot afford anything
else, the decisions will be made by a
bureaucrat in an HMO that wants to
maximize the profit for the HMO. That
is not the way the decisions for health
care should be made in this country.

Mr. DINGELL. Mr. Chairman, I yield
15 seconds to the distinguished gen-
tleman from Ohio [Mr. BROWN].

Mr. BROWN of Ohio. Mr. Chairman,
the previous speaker, the gentleman
from Iowa [Mr. GANSKE], my friend on
the Committee on Commerce, his hos-
pitals in and around his district will
lose $241 million over the next 7 years
because of the Gingrich Medicare cuts.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gentle-
woman from Connecticut [Ms.
DELAURO].

Ms. DELAURO. Mr. Chairman, Hu-
bert Humphrey remarked in 1977:

It was once said that the moral test of gov-
ernment is how that government treats
those who are in the dawn of life, the chil-
dren, those who are in the twilight of life,
the elderly, and those who are in the shad-
ows of life, the sick, the needy, and the
handicapped.

Mr. Chairman, this Republican con-
trolled House miserably fails that
moral test. I stand here in this Cham-
ber ashamed, ashamed that my Repub-
lican colleagues are trading, trading
the health security of our Nation’s el-
derly for a tax break for the rich.

They talk about attacking fraud and
abuse in the system, but it is bogus, for
the Republican plan turns back the
clock on statutes to combat fraud and
abuse. They repeal the laws that pro-
hibits fraudulent practices, like prohi-
bitions on doctors who refer patients to
providers that they or a family mem-
ber personally profit from.

The Washington Post says it best,
‘‘Gingrich Places Low Priority on Med-
icare Crooks.’’

Mr. GIBBONS. Mr. Chairman, I yield
myself 15 seconds.

Mr. Chairman, I know since there are
no cuts in this bill and everything is an
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increase, I know the gentleman from
Texas [Mr. ARCHER], will be sad to
learn that the Texas Medical Center in
Houston will lose $500 million, $500 mil-
lion.

Mr. Chairman, I yield 1 minute to the
gentleman from Maryland [Mr.
CARDIN].

Mr. CARDIN. Mr. Chairman, let me
correct some of the misstatements that
have been made by my colleagues on
the other side of the aisle.

First, it has been said that our bene-
ficiaries will not have to pay anymore
because we are just continuing the cur-
rent law. That is not correct. Accord-
ing to the Congressional Budget Office,
‘‘It would increase the portion of costs
borne by beneficiaries through pre-
miums relative to current law.’’

Under the bill before us, the premium
increase goes up to $87 a month for
part B. Under the bill that we will be
bringing forward as a substitute, it is
$30 a month less. That is $360 a year.
For seniors who on average have a
modest income, that is a lot of money.

Second, CBO has estimated seniors
will have to pay an extra $1,000 a year
in order to be able to maintain the
same benefits. When it costs you more
to maintain the same benefits, it is a
cut.

Let me quote finally from the Wash-
ington Post. You have quoted the
Washington Post before the plan was
unveiled. The Washington Post said,
‘‘It is not clear that Government con-
tributions would any longer even pay
for basic insurance.’’

Mr. DINGELL. Mr. Chairman, I yield
such time as he may consume to the
distinguished gentleman from Texas
[Mr. EDWARDS].

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

Mr. EDWARDS. Mr. Chairman, I rise
in opposition to this unfair, hastily put
together legislation.

Mr. DINGELL. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Rhode Island [Mr.
REED].

(Mr. REED asked and was given per-
mission to revise and extend his re-
marks.)

Mr. REED. Mr. Chairman, I rise in
opposition to the Republican proposal.

For more than 30 years, the Medicare and
Medicaid programs have exemplified our na-
tional commitment to care for seniors, disabled
Americans, and low-income Americans. In es-
sence, it is the tangible evidence that, in the
most affluent and productive country in the
world, we would not let millions of Americans
suffer because they were too old, too poor, or
too ill to fend for themselves, Because of our
investments in Medicare and Medicaid, we
have also created the most sophisticated and
highest quality health care system in the
world.

But today, Republicans will begin their all-
out assault on these programs by cutting the
Medicare program by $270 billion. These cuts
represent the most sweeping changes in the
Medicare program since its establishment in
1965. And let me be clear, these cuts are not

about reforming the Medicare program—it is
about tax cuts for wealthy Americans and an
arbitrary march to a seven year deficit reduc-
tion target. These cuts are three times more
than any estimate of what is necessary to
make Medicare solvent.

Treasury Secretary Robert Rubin, managing
trustee of the Medicare Trust Fund, has re-
cently stated that ‘‘no member of Congress
should vote for the $270 billion in cuts believ-
ing that reductions of this size have been rec-
ommended by the Medicare trustees or that
such reductions are needed now to prevent an
imminent funding crisis. That would be factu-
ally incorrect’’.

Here is why the Republican cuts in Medi-
care are not about reforming the system and
are about paying for a tax cut for the rich and
a forced march to deficit reduction. The Medi-
care Part A Trust Fund is not faced with an
unprecedented and immediate crisis. The
trustees are required by law to report each
year on the status of the Part A Trust. The
trustees have on eight previous occasions
warned that the Trust Fund would be insolvent
within seven years. On each of these occa-
sions, the Congress and the president—with-
out alarmist predictions of collapse—took ap-
propriate action to protect the fund.

Republican proposals go far beyond the
Part A Trust Fund and also reach into the Part
B Trust Fund. Their plan calls for about $170
billion in cuts to Part A of Medicare, which
funds hospitalization, and about $100 billion in
cuts to Part B, which pays for doctor visits and
ancillary services. The Part A Trust is financed
by employer and employee contributions, and
‘‘savings’’ will be retained by the Trust. How-
ever, since the federal deficit is calculated by
including the surplus of the Part A Trust, these
savings will be used to fund the tax cut and
mask deficits in other public accounts. Part B
is funded by premiums paid by the elderly and
the Treasury. Savings here will directly re-
bound to tax cuts and deficit reduction.

And the cuts we will vote on today are not
only about senior citizens paying more for less
health care; the cuts are also about straining
the intergenerational benefit of the Medicare
program. When Congress passed the Medi-
care program in 1965, we assured working
families that they would not have to choose
between investing in their children and caring
for their elderly parents when they became old
and frail. I have heard from many middle-aged
working parents in my district who are afraid
of what these Medicare cuts will mean for their
families—How will they find the means to en-
sure that their parents receive quality health
care in their old age? How will they choose
between their parents and their children?
Surely this is not reform.

This bill also repeals the current prohibition
against physician self-referral. These laws pro-
vide vital protections for consumers. It has
been well documented that physician self-re-
ferral leads to excessive utilization, fraud and
abuse, and drives up the cost of health care.
The Congressional Budget Office estimates
that these changes to the physician self-refer-
ral laws will cost Medicare an additional $400
million over the next 7 years—$400 million in
patient abuse in over-testing and over-refer-
ring!

Republicans claim that this bill will give sen-
iors more choices. However, the real truth is
that the Republicans will squeeze down so
hard on payments to health plans that bene-

ficiaries are likely to pay higher premiums to
get the same or fewer benefits. That is not
what I would characterize as more choices.

This bill also represents the possible dis-
mantling of my state’s medical education infra-
structure. As a result of the proposed cuts in
the Medicare program, Rhode Island alone will
lose $20 million (10%) of its medical education
budget each year. This bill does nothing to ra-
tionalize the graduate medication education
system financed through Medicare; rather, it
simply guts GME which will translate into a re-
duction in the quality of health care and re-
duced access for many citizens as teaching
hospitals close and downsize.

The Republican proposal that this House
will vote on today will increase costs for health
coverage for seniors, reduce quality and ac-
cess, and burden working parents. But most
importantly, this bill represents nothing less
than a betrayal of the trust of the people of
this country and a reversal of a generation of
guaranteed health care for the elderly.

b 1500

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the gentleman from Penn-
sylvania [Mr. HOLDEN].

Mr. HOLDEN. Mr. Chairman, the
Gingrich Medicare plan will have a
devastating effect on health care for
citizens in Pennsylvania. I spent the
summer talking to my hospital admin-
istrators and they tell me that cur-
rently they are reimbursed $1.01 for
every dollar of services they provide to
a Medicare patient. Under the Gingrich
plan they will be reimbursed $.88 for
every dollar of services they provide.

There are two choices that our hos-
pitals are going to be left with: Cost
shift on to employers and working fam-
ilies who are paying premiums, or re-
duce services for senior citizens. This
plan is unacceptable.

Mr. Chairman, the American people
cannot be fooled. The American people
know that the Medicare trustees have
called for $90 billion to make the sys-
tem solvent to the year 2006. The
Democratic plan does that. And the
American people also know that the
Republican plan only puts in $90 billion
to make the plan solvent to 2006, and
the rest of the money is being used for
a tax break and to balance the budget
on the backs of senior citizens. That is
wrong.

Mr. GIBBONS. Mr. Chairman, I yield
myself 1 minute.

Mr. Chairman, I apologize to every-
one that this debate has been so hur-
ried, but it is not my fault. Mr. GING-
RICH prescribed the time we would have
on this debate. Yesterday he gave the
House 4 hours to talk about shrimp.
Yesterday, Mr. GINGRICH gave the
House 4 hours to talk about shrimp.
Today he gave us 3 hours to talk about
the benefits of 40 million Americans,
the most fragile of our Americans, too,
by the way. So much for Republican
priorities and for Mr. GINGRICH’s con-
cern about people versus shrimp.

Mr. Chairman, this is a horrible piece
of legislation. We know most of the
Medicare people are not sick. Ninety
percent of them are not sick. We only
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spend about $1,300 apiece on them. The
Republican bill takes all that money,
gives it to the insurance companies,
the medical savings accounts, and
leaves Medicare with all of the sick
people. It will ruin Medicare as it now
is.

Mr. DINGELL. Mr. Chairman, may I
discuss how many speakers we have re-
maining. I know the gentleman from
Texas has said he has one, the gen-
tleman from Virginia has indicated he
has one, and I am not certain how
many my good friend from Florida has.

Mr. GIBBONS. I have one more, Mr.
Chairman; it is for the minority leader,
and I will yield him the balance of my
time.

Mr. DINGELL. Mr. Chairman, I have
a similar situation.

Mr. Chairman, I yield such time as he
may consume to the gentleman from
Illinois [Mr. COSTELLO].

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

Mr. COSTELLO. Mr. Chairman, I rise in op-
position to the bill.

Mr. Chairman, I rise today in opposition to
the Medicare Preservation Act. For the 30
years since it was signed into law, Medicare
has been the primary source of health care
coverage for Americans 65 and older. Today,
I fear, we are going to put the security of our
seniors’ health care in jeopardy.

This bill cuts $270 billion out of the Medi-
care Program over 7 years. Two hundred and
seventy billion dollars can only come from one
of two places: Cuts to seniors or cuts to pro-
viders. Either way, my district loses. People
lose. Mr. Chairman, I held Medicare forums
with each of the hospitals in my district. All of
them, without exception, said $270 billion cuts
would be disastrous to their facilities. At least
two hospitals will close. A hospital in East St.
Louis is the only health facility in the area that
provides obstetric care. What will happen if
there is no where in the city to deliver babies?
The hospitals in the 12th District of Illinois
have already streamlined operations. They
have cut staff and services. They feel addi-
tional cuts will be so detrimental to services,
they would rather close than compromise
quality of care. Is this what we’ve come to—
forcing hospitals to close and threatening the
health and safety of entire communities to pay
for a tax cut?

If $270 billion does not come from provid-
ers, seniors are going to feel the burden of
‘‘slowing the growth in Medicare spending.’’
Haven’t we asked enough of our senior citi-
zens? Mr. Chairman, I support a balanced
budget. In fact, I voted for the balanced budg-
et constitutional amendment. However, if we
are serious about balancing our budget, we
should not be talking about a huge tax cut
which clearly is going to benefit the very
wealthy in our society.

If we are serious about reforming Medicare,
we should be engaging in open debate about
how to keep Medicare solvent into the next
century. It is hypocrisy to call for a $245 billion
tax break while cutting Medicare by $270 bil-
lion. Granted, there are major problems with
the Medicare Program. However, Medicare is
no closer to going broke than it has been the
nine times in the past that we have faced simi-
lar solvency issues. Medicare will be at a zero

balance in 2002, with a debt the following
year, if adjustments are not made. However,
the President’s Medicare Board of Trustees
shows that only $79 billion is needed to keep
the trust fund solvent. That means we are
looking at $181 billion in unnecessary cuts.
That $181 billion could go a long way in pro-
tecting seniors from increased premiums or
cuts in services.

Mr. DINGELL. Mr. Chairman, I yield
1 minute to the distinguished gen-
tleman from California [Mr. WAXMAN].

Mr. WAXMAN. Mr. Chairman, today
we are discussing only the Medicare
bill. We talked about it in terms of the
relationship to the tax bill that is com-
ing up next week. I want to mention
the relationship between Medicare and
Medicaid, which is coming up next
week.

Mr. Chairman, we have no program
to protect seniors when they become so
frail that they require nursing home
care. We have relied on Medicaid to
take care of that. But next week the
Medicaid program is going to be re-
pealed and there will be no guarantee
of a person in a nursing home getting
coverage after they spend every cent
they own. There will be no protection
for the spouse of that nursing home
resident or the children of that nursing
home resident or the lien to be put on
the home.

There will be no protection in the
standards of care that will be given in
that nursing home because all of that
law has been repealed under the bill
passed out of the Committee on Com-
merce.

Mr. Chairman, we should not think of
Medicare alone, we should think of it
in the context of the tax cut the money
from Medicare will pay for and the
other undercutting of services for the
elderly under Medicaid.

Mr. GIBBONS. Mr. Chairman, may I
inquire of the Chair how much time I
have officially remaining?

The CHAIRMAN. The gentleman
from Florida [Mr. GIBBONS] has 21⁄4
minutes remaining, the gentleman
from Texas [Mr. ARCHER] has 5 minutes
remaining, the gentleman from Vir-
ginia [Mr. BLILEY] has 3 minutes re-
maining, and the gentleman from
Michigan [Mr. DINGELL] has 21⁄2 min-
utes remaining.

Mr. DINGELL. Mr. Chairman, I note
we have, I think on this side, about 21⁄2
minutes each, something like about 4,
41⁄2 minutes, but my good friends over
there have 8 minutes.

Mr. ARCHER. Mr. Chairman, my un-
derstanding of the agreement is they
will reduce their time to one speaker,
we will then use our last speaker, their
speaker will then speak, and then the
gentleman from Virginia [Mr. BLILEY]
will close.

The CHAIRMAN. Is that the under-
standing of the gentleman from Michi-
gan?

Mr. DINGELL. Mr. Chairman, I am
not quite sure I understand what was
said. I note they have 8 minutes over
there and we have something like 4.

The CHAIRMAN. My understanding
is the gentleman from Texas [Mr. AR-

CHER] will yield his 5 minutes to his
speaker, then the gentleman from
Michigan [Mr. DINGELL] and the gen-
tleman from Florida [Mr. GIBBONS] will
each yield their 2-plus minutes to the
minority leader, and then the closing
debate will be by the gentleman from
Virginia [Mr. BLILEY].

The CHAIRMAN. The gentleman
from Texas [Mr. ARCHER] is recognized.

Mr. ARCHER. Mr. Chairman, I yield 5
minutes to the gentleman from Califor-
nia [Mr. THOMAS], chairman of the
Health Subcommittee of the Commit-
tee on Ways and Means, a gentleman
who has contributed massively in the
development of this plan.

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

Mr. THOMAS. First of all, I want to
thank my colleagues, Mr. Chairman,
for allowing me to be part of a major-
ity that has rejected politics as usual.
What we have heard today from the mi-
nority was a lot of sloganeering, figu-
rative and literal baloney, and that
what we propose to do is, in fact, bold
and innovative. And I think those are
appropriate words, but I also believe it
is radical.

Mr. Chairman, what we propose to do
is to not follow the politics as usual so-
lution. What is the politics as usual so-
lution? Fix Medicare until the next
election.

When the Democrats were in the ma-
jority that is exactly what they did. In
the last 10 years, between 1985 and
today, the Democrats fixed Medicare
over and over again. Six times the
Democrats either raised the payroll tax
or raised wages subject to the payroll
tax. That is how they fixed Medicare.
And in 1993, they even blew the lid off
of wages. There is no limit to the pay-
roll tax being applied to wages today
thanks to the solutions offered by the
former majority. This new majority
will not buy that approach. Quick fixes
are out. Real solutions are in.

Mr. Chairman, this is a quote from
President Clinton, and it is up there
because I, frankly, admire that he had
the guts to say it. I counted over 100
times the Democrats went to the well
and said cut. Is it because they just do
not get it or is it because this is more
of the demagoguery and the
sloganeering? Even the President of
the United States admits that when we
slow the growth of Medicare, we do not
cut it, we slow the growth of Medicare.

Mr. Chairman, what we do is slow the
growth of Medicare. That is how we
make the savings. We do not stay at a
101⁄2 percent increase because it will go
bankrupt if we do. Hospital spending
goes up under our program. It does not
go up as fast as it was going to go up,
but $652 billion will be spent between
now and 2002 on hospitals.

Physicians: Payments to physicians
go up every year. Not a cut, but a re-
duction in growth. In fact, over those 7
years, more than $315 billion will be
paid for physician services under the
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Medicare program proposed by the Re-
publicans, and every year those pay-
ments grow larger.

Mr. Chairman, in home health care,
the same thing. Every year the pay-
ments go up. More than $150 billion
over the next 7 years. And every year
the payment to the home health care
industry will go up. We are not making
cuts, folks, we are slowing the growth.

Mr. Chairman, there has been a lot
said about changes, and frankly, this is
one of the more exciting parts about
the Republican program. What we are
doing is opening up the Medicare pro-
gram to the choices available to more
and more Americans today. The Medi-
care savings accounts, the provider
sponsored organizations, the seamless
coverage that has been discussed will
be available so that individuals can go
from the workplace to the rocking
chair and not have to change or look
for a new kind of a health care pro-
gram. The coordinated health care pro-
grams will be expanded and improved.

This is what we will get under the
Republican program to preserve Medi-
care. This is what is offered now. This
is what seniors will have available:
Prescription drugs, routine physicals,
the cancer physical that was discussed.
Seniors will have available eye exams,
lenses, ear exams, hearing aids, and
dental coverage. That is available
today and it will be available under the
new program.

Mr. Chairman, let us talk about
eliminating fraud and abuse. We find
it. We double the civil penalties. We es-
tablish new criminal penalties, and,
more important, we have already
passed medical malpractice. We did
that in March.

Here is the bottom line. What do we
get for the money out of the Repub-
lican program? A sound program until
2010. We are in the black, or the blue,
if you will, until 2010. The Republican
program gets us clear to the baby
boomer generation. The Democratic
program has a $300 billion deficit in the
same time.

Mr. Chairman, let us focus on sen-
iors, but let us remember people who
are paying their taxes now want a pro-
gram as well. The Republican program
preserves, protects, and makes sure
that Medicare is available for those
who pay the bills today.

Mr. DINGELL. Mr. Chairman, I yield
the balance of my time to the distin-
guished gentleman from Missouri, [Mr.
GEPHARDT], the minority leader.

Mr. GIBBONS. Mr. Chairman, I yield
the balance of my time to the gen-
tleman from Missouri [Mr. GEPHARDT],
and say that he has, for years, toiled on
this problem. He was a member of the
Health Subcommittee of the Commit-
tee on Ways and Means, and I can per-
sonally remember his long and effec-
tive work on this program.

Mr. GEPHARDT. Mr. Chairman, I
want to first congratulate the ranking
member of the Committee on Ways and
Means and of the Committee on Com-
merce and their colleagues on the com-

mittees for the great work that they
have done in working on this issue. But
I rise today with sadness and almost
disbelief of what I am afraid is about to
happen to what I believe to be the most
important program, the most impor-
tant help that the people of our coun-
try have enjoyed now for over 30 years.

I say to the Members that this is the
kind of vote that comes once in a gen-
eration, maybe once in a career, about
the very future of one of the most im-
portant efforts that our country has
ever made.

Mr. Chairman, the cuts, the changes,
the modifications that are called for in
Medicare, and Medicaid next week, are
the largest changes in these great
health care programs that have ever
been called for, by far. If they were
being made because they were nec-
essary to balance the budget, that
would be one thing; if they were being
made to save Medicare, that would be
another thing; but, in my opinion, if we
look at these changes and then we look
at the amounts of money that are pro-
jected to be saved and then we look at
the tax break, which is included in the
very same budget, no matter how peo-
ple may try to separate the issues, we
will see that the reason for these deep,
severe, damaging cuts in Medicare are
to pay for a tax break for the wealthi-
est Americans.

Mr. Chairman, I would ask us to just
imagine, just think in our minds of two
individuals, two families, if you will.
Think first of a frail 85-year-old
woman, who, undoubtedly, lives in
your district, and I know lives in mine.
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Think of an 85-year-old who today
lives on their Social Security, maybe
$7,000, $8,000, $9,000 a year. That is all
the income they have. My colleagues
on the other side may not think that
$45 a month is a big deal out of their
Social Security check to pay the in-
creased premium, but to them, they
are already counting every penny,
every month, in order to get by.

Mr. Chairman, I have met seniors
who have a $3,000 prescription drug bill
now that comes out of that $9,000 a
year. They are counting every penny
every month. The change that is being
called for here will ask them to pay $40
or $45 additional a month that will
come out of their Social Security
check. Tell them that this is not a big
deal.

It would be one thing if that were to
balance the budget or to save Medicare.
But think about the other person. The
family making $500,000 a year that, for
the Republican tax break, will get over
$19,000 a year in the tax break. It is
wrong by anybody’s light to take $400 a
year from somebody who is 85 and frail
and living on 9 grand a year and give it
to somebody who is making a half a
million dollars a year. That is pre-
cisely what this budget is calling for.

Mr. Chairman, that is not all. When
we make cuts this deep in Medicare
and Medicaid, we close 25 percent of

the health facilities in this country.
The ones that will be closed are the
ones we can least afford to close; the
ones in the inner city, the ones in the
rural areas where people already have a
lack of health care facilities.

Yes, medical education will be af-
fected. Medicare and Medicaid now pay
over 60 percent of the costs of medical
education. In an intensely competitive
world, private health insurance will
pay less and less and less of medical
education. So, the Government is the
only entity that will do this.

Mr. Chairman, I have told this story
many times. My son was diagnosed
with terminal cancer in 1972 at the age
of 2. We were devastated. The next
morning, a young resident showed up
bright-eyed and bushy-tailed at 7
o’clock in the morning. He met my
wife and I, and he said:

I know you are devastated, but I stayed up
half the night on the computer and I found a
therapy that I think might, do not get your
hopes up, but it might save his life. We are
going to try.

Let me tell my colleagues something.
That day we needed that doctor and we
needed those ideas. We needed good
medical education. We needed the qual-
ity of this health care system. And I
am telling my colleagues today, if
these cuts are made this deeply, the
medical education that has been the
bright light of this health care system
through our entire lives will be ripped
apart.

Mr. Chairman, I say to the ladies and
the gentleman of the House, this vote
is a vote of conscience. It is a vote of
values. It is a vote of what is right and
wrong. And I ask my colleagues before
they deliver this vote today, to exam-
ine their consequences, because if we
do what is wrong instead of what is
right, in the days ahead every time you
face a senior citizen who is trying to
scrape it out on $8,000 or $9,000 a year,
my colleagues are going to know that
they voted to make life harder for
them.

Every time my colleagues pass a
health clinic or a rural hospital that
has been closed, they are going to turn
their back on that. And every time
they meet somebody’s family who had
somebody who died because of the lack
of medical education, they will know
we did the wrong thing.

Mr. Chairman, I say to my col-
leagues, do the right thing today and
refuse to go along with this program
which is not being done for the right
reasons, but for the wrong.

Mr. BLILEY. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Virginia [Mr.
GOODLATTE].

(Mr. GOODLATTE asked and was
given permission to revise and extend
his remarks.)

Mr. GOODLATTE. Mr. Chairman, I
rise in strong support of the Medicare
Preservation Act of 1995.

This historic legislation will preserve, pro-
tect, and strengthen this vital lifeline to our
senior citizens.
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Mr. Chairman, today we are voting on a re-

alistic solution to a crisis situation. America’s
seniors, families, doctors, and employers all
agree that Medicare is broken and this legisla-
tion fixes it.

By saving Medicare from bankruptcy, we
ensure that the program will be there to serve
the health needs of seniors. We are giving
seniors the choice in selecting the best health
care plan for their needs, including the right to
keep the same Medicare coverage and doc-
tors they have now. Finally, we are guarantee-
ing Medicare’s solvency well into the next cen-
tury so that the program can serve future gen-
erations of seniors.

Contrary to all of the talk about cuts in Med-
icare, spending per person will actually in-
crease by nearly $2,000—from $4,800 today
to $6,700 in 2002. Total Medicare spending in-
creases by 54 percent from $178 billion this
year to $274 billion in 2002. Leave it to the big
spenders here in Washington to call such in-
creases cuts.

Choice is a key part of this Medicare legisla-
tion. Those who want to stay with their current
Medicare plan can do so. No one will be
forced to change coverage or doctors.

Seniors will have the option to choose from
additional health care plans under Medicare-
plus. Options will include coordinated care
plans, a physician service organization, or a
MediSave account.

These plans are required to offer at least as
good a benefit package as Medicare does
now. Some of these new plans actually offer
more benefits, such as prescription drug and
eyeglass coverage which are not available
under Medicare. They also can reduce out-of-
pocket costs and eliminate the need for
MediGap insurance that costs $750 to $1,200
a year.

Today, seniors pay 31.5 percent of part B
costs and taxpayers pay the remaining 68.5
percent. That rate will not change. Premiums,
therefore, will go up only because the cost of
the program rises. The only exception will be
for affluent seniors who will be asked to pay
more.

By 2002, part B premiums will be $87 per
month instead of the $46.10 per month today.
Under President Clinton’s budget, which does
not offer a plan to preserve Medicare, monthly
premiums would increase to $83 per month.
That is only a $4 a month difference—which is
not too much to pay to help save the Medicare
Program.

The bill provides fair but limited increases in
spending on hospital and doctor services.
Health care providers will have to manage
under funding limits and compete in the mar-
ketplace on the basis of price and quality.

There will be a Medicare preservation trust
fund created within the part B Medicare Pro-
gram to ensure that senior’s premiums go to
save Medicare and are not used for other pur-
poses such as tax cuts.

Mr. Chairman, we must not miss this oppor-
tunity to offer security for seniors and save
Medicare for the next generation. I urge my
colleagues to vote in favor of the Medicare
Preservation Act.

Mr. BLILEY. Mr. Chairman, I yield
myself the balance of my time.

Mr. Chairman, for the 6 months that
have followed the Medicare trustee’s
report, we have held a national debate
on the question of how best to save
Medicare from bankruptcy. We took

the trustee’s report to the American
people and we asked them for their
best advice. We listened. We listened to
our friends and neighbors in thousands
of town hall meetings from coast to
coast.

We listened in 40 congressional hear-
ings this summer, 10 of them in my
committee alone; more hearings in my
committee on Medicare than the other
side held in the last 6 years combined.
We heard 70 witnesses who gave thou-
sands of pages of testimony. We lis-
tened to the views of Americans of
every political stripe.

We did a computerized search of arti-
cles on Medicare, just since the begin-
ning of the year. There were more than
11,000 articles on Medicare this year in
the major newspapers alone.

We listened and we learned. We
learned that as good a program as Med-
icare is, as important as this program
has become to America’s seniors, there
is still plenty of room for improve-
ment.

We learned from health care man-
agers in the private sector how new
managed care options can help hold
down costs and give beneficiaries bet-
ter quality care. We learned from ex-
perts in health planning about the
value of medical savings accounts.

Throughout the process, there
emerged a national consensus that
Medicare can indeed be preserved. In
fact, that it can be improved consider-
ably in the process. But, something
else happened as well, because during
this 6 months, America has seen the
difference between the two major polit-
ical parties.

Mr. Chairman, while we were risking
our careers to save Medicare, our oppo-
nents were frightening senior citizens.
We developed a plan to save Medicare.
They pulled neckties and broke glasses
and stormed out of congressional hear-
ings.

Last week in my committee, they
used senior citizens as props to disrupt
a plan to save Medicare for 37 million
Americans. Today, as we discussed our
plan, they have given us 3 hours of ex-
cuses, 3 hours of politics, 3 hours of
hysterics.

Mr. Chairman, I would say: There
you have it, America. In 3 very reveal-
ing hours, the crystallization of the
differences between us. On the one
hand, political courage, accountability,
leadership in solving a crisis. On the
other hand, excuses, distortions, over-
statements, misstatements, fear.

Mr. Chairman, I used to be a Demo-
crat. It is sad for me to see a once-
great political party reduced to this.

Mr. EVANS. Mr. Chairman, do not let any-
one fool you. This proposal is not about sav-
ing Medicare, it is about giving tax breaks to
businesses and wealthy Americans.

It pays for a $245 billion tax break for the
rich by breaking seniors backs. It makes
health care less accessible and more expen-
sive. It will close hospitals and other health fa-
cilities. And it will cost thousands of Americans
their jobs.

The Republican proposal cuts $270 billion
from Medicare and deprives millions of seniors
health care when they need it the most.

It will force our parents and grandparents to
choose between medical care, food, and shel-
ter. It will force hospitals and providers around
the Nation to curtail services or close for good.

It will roll back efforts to crack down on
waste, fraud, and abuse. It will lead to lower
the quality of care, increase patient abuse,
and cost the Medicare program over $1 billion.

These cuts are cruel. The deficit should not
be lowered at the expense of the elderly. Sen-
iors should not have to suffer in order to give
tax breaks to the rich.

For over 30 years, Medicare has protected
the health and financial security of millions of
Americans. These men and women did not
work for decades and pay their taxes just to
have the rug pulled out from under them as
they prepared to retire. The Republican pro-
posal would do just that. It would decrease the
value of seniors’ savings and seriously drop
their quality of life.

Seniors deserve more respect than this.
They should be able to enjoy their later years.
They should not worry about whether they can
afford health care.

Thousands of my constituents have told me
to oppose the Republican proposal. They do
not want to pay more for less. They do not
want to give a $245 billion tax cut to wealthy
Americans. They know that this proposal will
hurt them, their families, and the country.

I oppose this bill and ask you to do so as
well.

Mr. DICKS. Mr. Chairman, I strongly oppose
H.R. 2425, Medicare legislation which I fear
will hurt far too many Americans—literally
making senior citizens less healthy and less fi-
nancially well off than they are today under
the current Medicare program.

Over the years here in the House, I have
found that it is necessary to put major legisla-
tion like this into better focus by concentrating
on how it will impact those people who will be
affected. By cutting $270 billion from Medi-
care, this bill will hurt many of the people I
have come to know representing the 6th Dis-
trict of Washington State.

And like most Americans, this drastic cut in
Medicare spending will affect my family. My
parents have been retired for years, still living
in my hometown of Bremerton. And like most
Americans their age, they depend on Medi-
care to live a healthy and productive retire-
ment. But because they are middle class—like
most people in the district I represent and
throughout America—the large increase in out-
of-pocket costs will lower their living standard,
I cannot help but take it personally that the
Republican majorities in Congress want to
lower my parents living standard in order to
pay for a huge tax cut that is really not nec-
essary.

Over and over today we have heard the
false charge that those of us who vote against
this legislation are against Medicare reform.
That is not true. I support the Democratic al-
ternative plan, which shores up Medicare’s fi-
nancial health without increasing costs for
beneficiaries. This Democratic alternative cuts
Medicare spending by just one-third of the
GOP’s $270 billion of cuts. The simple fact is
that the House leadership needs the whole
$270 billion in Medicare cuts in order to pay
for their huge tax cut.
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As we here in Congress ask the American

people to roll up their sleeves for deficit reduc-
tion, it is absolutely unfair to make middle-
class retirees on Medicare pay for this tax cut.
For that reason, I oppose this Medicare legis-
lation.

Mr. STOKES. Mr. Chairman, today, the
House is debating H.R. 2425, the Medicare
Preservation Act of 1995. I am strongly op-
posed to H.R. 2425, and I plan to vote for its
defeat. In my opinion, the legislation rep-
resents a full attack on the health of our Na-
tion’s elderly population.

H.R. 2425 slashes $270 billion from health
care services for the elderly. We know that to
achieve this enormous reduction, health care
premiums for seniors will double. Also re-
moved from the bill are limitations on the
amount that doctors and hospitals can charge
patients. I am also opposed to the bill because
it opens the door for fraud and abuse. Current
provisions that are designed to prevent kick-
backs and provide accurate billing are re-
pealed. This provision alone will cost Amer-
ican citizens over $1 billion.

Mr. Speaker, the enactment of H.R. 2425,
the Medicare Preservation Act of 1995, would
be devastating to seniors throughout America.
In my home State of Ohio, 1.6 million Medi-
care beneficiaries would suffer from reduced
benefits and a lower quality of life. Earlier
today, while our Republican colleagues were
pushing to gut the Medicare program, a non-
profit research organization, Speak Out! USA,
sponsored a special Medicare hearing with
testimony from all 50 States. I was honored to
attend this important hearing where Medicare
beneficiaries and their families testified about
their experience with Medicare and concerns
about proposed cuts in the program.

Mr. Chairman, I applaud Speak Out! USA
for putting a human face on the Medicare de-
bate. It would be impossible to hear from sen-
ior citizens who have real life experience with
Medicare and then enter this Chamber and
vote to demolish the program. One of the wit-
nesses at the Speak Out! USA hearing was
Bishop Marvin Johnson, a resident of my con-
gressional district. Bishop Johnson is a min-
ister of the Good Sheppard Divine Spiritual
Temple in Cleveland. He is confined to a
wheelchair and began receiving Medicare dis-
ability payments for diabetic ulcers on his feet
in 1992. Bishop Johnson’s testimony was very
moving and to the point. It served as an im-
portant reminder of the people we are pledged
to represent as Members of this body. As we
debate the Medicare issue, I want to share his
testimony with my colleagues.
TESTIMONY OF BISHOP MARVIN JOHNSON, GOOD

SHEPARD DIVINE SPIRITUAL TEMPLE

SPEAK OUT! USA SPECIAL HEARING ON MEDICARE

I would be on the streets if it were not for
Medicare. I pay for my own medication from
my Social Security check. I don’t have fam-
ily to help me. My diabetic condition keeps
me from working and I am forced to live on
full-time disability. I came to Washington to
tell our elected officials to save the Medicare
Program. If the Nation’s poor don’t have
Medicare, many people will not be able to go
to the hospital when they are sick. Without
Medicare, I would not be able to buy insur-
ance for myself.

Through the Medicare Program, I receive
quality care from the Visiting Nurse Asso-
ciation. If the Medicare Program is gutted, I
have nowhere to turn for health care.

Mr. ACKERMAN. Mr. Chairman, it is not
quite Halloween but the majority is already
playing trick or trick.

In the spirit of the season, the Republicans
are about to commit the Medicare massacre.
My colleagues on the other side would have
us believe that Medicare is in some unprece-
dented state of crisis and that without their
meat cleavers and chain saws the program
will cease to exist.

In fact, most of their bill’s Medicare cuts will
not be dedicated to the so-called trust fund cri-
sis, not one penny of the cuts the bill makes
in Medicare part B, and not one penny of the
increases in part B premiums paid by bene-
ficiaries will go into the trust fund—the only
part of Medicare that needs propping up.

The trick, Mr. Chairman, is that the bill will
force seniors and doctors out of fee-for-service
medicine by arbitrarily limiting the growth in
Medicare, as people live longer, not for rea-
sons of health care policy, but simply to meet
budget targets. In addition, the bill’s failsafe
mechanism, this gimmick that automatically re-
duces payments if the targets are not met,
only cuts from the fee-for-service portion of
Medicare, not from the HMO’s.

The bill also allows doctors, for the first
time, to ‘‘balance bill’’ senior citizens for the
difference between what Medicare pays and
the providers’ actual costs.

The other trick, according to our Republican
colleagues, is that they are protecting the sol-
vency of Medicare for future generations. But
as we all know, the bill cuts three times the
amount the Medicare trustees say is nec-
essary.

In reality, the Republican bill extends the
solvency of the trust fund until 2006. Precisely
where we would be if we adopted the trust-
ees’, and not the Republicans’ level of cuts.

Mr. Chairman, the trick under the Repub-
lican Medicare plan is that seniors will pay
more and get less. The treat—I guess will
have to wait until next year.

Mr. VENTO. Mr. Chairman, I rise today in
opposition to H.R. 2425, a bill which will radi-
cally change the nature of health care in the
United States, decimating seniors’ health care
security.

Medicare is one of our Nation’s most suc-
cessful programs. It was established over 30
years ago as a national commitment to assur-
ing seniors health care coverage. Before it
was enacted in 1965, only 46 percent of sen-
iors had health coverage. Today 99 percent of
seniors are assured of access to health care.
Medicare is an intergenerational contract be-
tween working Americans and seniors, and it
represents a commitment from our Federal
Government that seniors should not have to
choose between buying food or going to the
doctor.

Medicare has served America’s senior citi-
zens well for 30 years. Most seniors are not
well off. Under Medicare, seniors have com-
plete freedom to select the health care plan of
their choice, with guaranteed coverage. Now
Republicans want to slash Medicare. They say
that they are doing this to save the Medicare
trust fund. Well, Medicare is in danger, be-
cause the Republicans are in control. The
changes they are proposing are going to cost
Medicare three times what is needed to ex-
tend the trust fund solvency to the year 2006.
The trustees of the Medicare trust fund have
stated that it would take approximately $90 bil-
lion to shore up the Medicare system for 10

years, but Republicans want to cut $270 billion
to achieve the same objective. Ironically, the
Democratic plan offered during Committee
consideration of this bill actually extends the
trust fund solvency to the same year, 2006, as
the Republican plan, while only cutting about
$90 billion. The truth is that Republicans are
searching for a way to finance their budget pri-
orities, and are using Medicare cuts as a cash
honey pot to pay for a $245 billion tax break
for wealthier people and increased military
spending, not for helping the Medicare trust
fund or the American health care system.

We all know that some improvements need
to be made in the Medicare Program. After all,
the health care laws have been constantly
evolving for decades. For instance, I hear from
seniors all of the time about the high cost of
prescription drugs. A sound outpatient pre-
scription drug benefit should be part of Medi-
care. Certainly we need to crack down on
fraud and abuse within the system so that cru-
cial health care dollars aren’t going down the
drain. Ironically, however, the Republicans cut
money for inspectors of waste, fraud and
abuse in the fiscal year 1996 appropriations
bill, and this Medicare bill will make it more
difficult to curb fraud and abuse by changing
the standard for making sure Medicare claims
are accurate, and repealing the 1987 laws
governing nursing homes.

In the process of bleeding the Medicare
trust fund, the Republican scheme is going to
destroy seniors’ health care security. Under
this bill, overall Medicare spending will be cut
by $6,795 per senior over the next 7 years,
meaning that in 2002 there will be $1,747 less
in Medicare dollars per senior in that year it-
self.

This Republican Medicare cut scheme will
increase seniors’ monthly premiums by $53.5
billion over 7 years—this means an individual
senior will pay approximately $490 more per
year in premiums by 2002. This amount will
be doubled for married couples. This is a lot
of money considering that 80 percent of Medi-
care beneficiaries earn less than $25,000 a
year, and none of the premiums go into the
Medicare trust fund, but are a part of the gen-
eral revenue bottom line instead. Once again
this illustrates the true impact of the GOP ef-
forts—financing their priority which is a tax
break for the wealthy.

The Republicans are going to cut $150 bil-
lion from payments to providers. There is not
one hospital in this country that won’t be af-
fected by this drastic cut. This, combined with
the proposed Medicaid cuts in the GOP budg-
et plan, mean that hospitals will be forced to
shut down, or try to make up the difference in
cost by increasing and shifting health care
costs onto Americans of all ages. Hospitals
may well start to turn away Medicare and
Medicaid patients, just as some physicians do
already today.

Another disturbing part of the Republican
proposal is the ‘‘look back’’ proposal where
Republicans say they will make unspecified
cuts in the future. When Republicans say
‘‘look back’’ seniors should ‘‘look out.’’ The
GOP’s so-called safety valve provides compli-
ance with their scheme to cut Medicare, but
no safety, no security, and no health care for
Medicare recipients.

Provisions of the Republican scheme will
fundamentally restructure Medicare, shifting
seniors out of fee-for-service care by putting
resources into other untried and untested
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forms of care such as medical savings ac-
counts and provider-sponsored organizations,
therefore making traditional fee-for-service
care so prohibitively expensive for most sen-
iors as to eliminate the option. Ironically, the
new medical savings accounts will actually
cost Medicare money, with estimates ranging
to $15 billion over 7 years, as more trust funds
are passed out to healthy seniors who may
not even need medical care, draining the
funds which cost taxpayers billions. Provider-
sponsored organizations will be exempt from
State financial and consumer protection re-
quirements, which insurers and HMOs have to
comply with, meaning that provider-sponsored
organizations will not be put on a level playing
field with these other providers. This is a pre-
scription for problems, not health care policy.

We also need to look at what Republicans
are doing for Medicaid, the companion health
care program which helps so many seniors
get access to nursing home care. They are
going to turn over complete control of this pro-
gram to the States, stripping away mandates
that guarantee coverage to children, the elder-
ly, and the disabled. The Republican Medicaid
scheme cuts the program by $182 billion in 7
years, a 20-percent reduction, and abolishes
the entitlement status and State maintenance
of effort. Minnesota was one of the biggest
losers in the restructuring of the House Medic-
aid formula and is going to lose $3.4 billion
over the next 7 years under the House plan.
This is a cut of over 21 percent.

These changes will affect every person in
this Nation, whether indirectly through their
health care costs increases due to the rising
number of uninsured people, or directly if they
have to deal with the cutbacks in their cov-
erage or their parents’, spouse’s or child’s
coverage.

The problems we face with health care de-
mand a response, but a long term solution re-
quires more than slashing health care cov-
erage. The need remains not to consider Med-
icare and Medicaid in a vacuum, but to ad-
dress the health care system as a whole. The
trustees of the Medicare trust fund strongly
oppose the Republican plan because the ex-
tensive cuts go far beyond program reform or
deficit reduction.

What a difference a year makes. Last fall
1994, the Congress was struggling to expand
health care to those without Medicare, Medic-
aid or private coverage. There were over 40
million uninsured Americans from working
families then and the number has risen by 1.4
million more in the past year. Today Congress
isn’t even addressing the issue of those with-
out health care, but pulling back and punching
holes in the American health care programs,
Medicare and Medicaid, that help people.
What a shame and what a disgrace that the
modest programs that provide dignity to the el-
derly and the disabled, and compassion and
empathy for those without means, in fact 16
million children, are being bled for priorities
that place tax breaks for the wealthy ahead of
health care for the needy.

At the Democrats’ hearings on the Capitol
lawn and at public meetings in Minnesota, I’ve
learned anew from a broad spectrum of peo-
ple who will be hurt by the GOP policy path.
Not only from doctors and hospitals, but from
seniors who rely on them for their health care
security. One senior at the hearing gave these
words of wisdom, ‘‘Seniors weren’t born yes-
terday. They know what before you sign any

policy, you read the fine print.’’ Well, I urge my
colleagues to look at the fine print of the Re-
publican plan and see the bottom line which is
that seniors and Americans of all ages are
going to pay more for less.

Medicare represents our Nation at it’s best.
It represents the desire on the part of the peo-
ple to pull together and care for those who
otherwise might not have enough resources to
have access to health care. Instead of building
upon this success, by responsibility managing
Medicare and expanding health care coverage
to all Americans, this Republican bill rolls back
the progress that has been made. I urge my
colleagues to vote against the Republican
plan.

Mr. SKAGGS. Mr. Chairman, this Repub-
lican Medicare bill is tragic almost any way
you look at it. It’s tragic because it will make
life harder for many older Americans in order
to make life easier for a few who are already
financially comfortable. And it’s tragic because
we’re missing an opportunity for genuine re-
form.

Medicare is in need of corrective surgery.
This bill instead prescribes amputation.

By any reasonable assessment, Medicare
has been a resounding success. Since it was
signed into law by President Johnson in 1965,
the system has dramatically improved the lives
of millions and millions of older Americans and
their families.

Before the system was created, over half of
all seniors had no health insurance at all, and
largely because of that problem, one-third
lived in poverty. Today, thanks to Medicare,
virtually all seniors have insurance, and less
than 13 percent live below the poverty line.

That’s hardly the outcome Republicans pre-
dicted. In 1965, 93 percent of Republicans in
Congress voted against creating the system in
the first place, because it was, they said, so-
cialized medicine.

Thirty years later, the Medicare system re-
mains essentially a private, market-oriented
system. It’s substantially less bureaucratic
than the private sector system of health insur-
ance—about 2 percent of Medicare goes to-
ward administrative costs versus anywhere
from 6 to 25 percent in the private health in-
surance market. Every American agrees Medi-
care must be maintained and must be put on
a sound financial footing.

Medicare does face some serious actuarial
problems. Medicare costs have been rising
along with the skyrocketing cost of all health
care. Those cost increases have outpaced
revenue increases, so that the part A trust
fund, which pays primarily for hospital cov-
erage, needs to be shored up.

According to the Medicare trustees, the Part
A trust fund faces a shortfall over the next
several years of about $90 billion. Other more
pessimistic analyses range up to $130 billion.
So, we need to find $90 billion in savings or
additional revenue to keep part A solvent.

But it is clear this is not the problem the Re-
publican majority is trying to solve.

No, the Republicans set out to reach two
other goals; first, to cut taxes, mostly for the
wealthy; and second, to balanced the budget
in 7 years. To make this math work, and given
other priorities, they close to reduce Medicare
spending by $270 billion, or two to three times
what’s necessary to deal with the Part A trust
fund problem.

In other words, the size of the Medicare re-
ductions wasn’t driven by the health-care

needs of seniors or the fiscal needs of the
Medicare trust fund, but by the political agen-
da of the Republican majority.

In fact, the first Medicare action taken by
the Republicans was last spring, in the $354
billion tax cut bull they pushed through. And
ironically, it was designed to make Medicare’s
financial problems worse. How? By draining
$36 billion in revenue out of the Medicare Part
A trust fund. To offset that action, Republicans
now have to make larger cuts in the hospital
insurance program than otherwise necessary.
These additional cuts will, inevitably, result in
a lower quality of care for seniors.

The Republican plan also raises the pre-
miums that help fund Part B of Medicare,
which primarily pays doctors’ bills. They’re
also trying hard to get seniors to opt out of the
Medicare program altogether. By reducing
spending on part B, which is paid for by gen-
eral tax revenue, the GOP frees more money
to funnel into tax breaks for people making
over $100,000. And, of course, the savings
from those moves won’t do a thing for the in-
solvency problem in part A, which is the ill-
ness they’re purporting to treat.

It’s perfectly clear what’s happening. The
Republicans need to squeeze money out of
the Medicare program to provide a promised
$245 billion tax break—the crown jewel of the
so- called Contract With America—to some of
the wealthiest people and corporations in the
country. And, to add insult to injury, the
Speaker of the House has been busy cutting
backroom deals in a desperate attempt to get
this travesty to pass.

First, he bought the AMA’s endorsement
with concessions they wanted. Then, astound-
ingly, he decided to loosen the rules on Medi-
care fraud. Rather than making things tougher
on those who cheat the system, and drive up
costs, the Speaker will make fraud and abuse
easier—just to win the support of powerful in-
terest groups.

Let me stipulate: much more needs to be
done to assure the long-term sustainability of
Medicare than just fixing the part A trust fund
shortfall. We need to ask those beneficiaries
who can pay more for their care to do so. We
need to tackle the systemic failings in the
overall health insurance and to rein in costs.

But these matters ought to be addressed on
their merits, and in the context of health care
reform generally, not as mere mans to the end
of a tax cut we can’t now afford.

So it is, as my Republican colleagues have
claimed, a historic day. Thirty years ago, Re-
publicans voted in large numbers against
Medicare. They will do so again today.

Older Americans, who have worked hard,
and played by the rules, and paid into the sys-
tem for a generation, deserve better from us.
I urge my colleagues to vote against the bill.

Mr. SERRANO. Mr. Chairman, I rise in
strong and determined opposition to H.R.
2425, the Medicare so-called Preservation Act
of 1995.

H.R. 2425 is a very bad bill. It comes to the
floor after a very flawed process and under ar-
tificial time limits imposed by the Republicans
to prevent full and free discussion of the is-
sues.

H.R. 2425 is driven by the Republicans’ dra-
conian budget, which means it is based on
very bad numbers, not on any understanding
of health care in this country. It will have far-
reaching, negative impacts on most Ameri-
cans.



CONGRESSIONAL RECORD — HOUSE H 10365October 19, 1995
H.R. 2425 would cut $270 billion in future

Medicare spending. That is three times the
size of any previous provision to address the
Hospital Insurance Trust Fund’s solvency. Yet
it will extend the HI Trust Fund’s year of ex-
haustion only to 2006—the same year the
Democrats’ much more modest proposal,
based on the Medicare trustees’ recommenda-
tions would.

The balance of the $270 billion does nothing
to shore up the HI Trust Fund, but, instead,
makes possible $245 Billion in unnecessary
tax cuts aimed at the wealthiest—more than
half the tax break goes to people making over
$100 thousands a year.

Seniors would pay twice the current part B
premium in 2002, as well as higher deductible
and copayments.

Cost growth would be held below the growth
in private sector health spending. Seniors who
have greater health needs than the working
population, would be forced to pay much
more, particularly as fewer providers would be
willing to accept rock-bottom Medicare reim-
bursement rates, and protections from balance
billing would be repealed. Otherwise, seniors
would have to give up their choice of doctors
and accept second-class health care in under-
funded managed care plans.

Hospitals are already reeling from changes
in the health care industry; the hits they would
take in reduced payments for graduate medi-
cal education, bad debt, disproportionate low-
income patient load, and the like, would put
many hospitals, particularly the public hos-
pitals that serve the poorest populations and
our great teaching hospitals, at great risk of
closing.

Special deals for various portions of the
health care industry would weaken consumer
protections and make it much harder to com-
bat Medicare fraud and abuse, kickbacks, and
other anticompetitive behavior.

Meanwhile, medical research and the care
provided by specialized institutions such as
our children’s hospitals are very much at risk.

The process, too, is very bad. Medicare is
being rushed to the floor without full consider-
ation by all the committees with jurisdiction.
The Judiciary Committee majority actually
waived—just gave away—its jurisdiction over
crucial changes in medical malpractice, anti-
trust rules, the False Claims Act, and
antikickback penalties. That is just not right.

Nor should the House consider Medicare
apart from the rest of reconciliation, just so the
Republicans can try to convince the American
people that there is no relationship between
Medicare cuts and tax cuts for the wealthy.

Under a fair and open process, this House
would consider and amend all parts of rec-
onciliation—the inexplicable tax increases on
the working poor, the unnecessary tax cuts for
the wealthy, the dangerous attack on workers’
pension funds, the reckless spending cuts
across the budget, as well as the excessive
cuts and changes in Medicare and Medicaid—
together.

The House should be able to consider the
cumulative impacts of all the changes and
make necessary adjustments. American’s so-
called sandwich generation, for instance, as a
result of reconciliation, will find themselves

pressed harder and harder, helping their par-
ents with higher Medicare premiums and other
health care costs while dealing with cuts in
their children’s student aid.

Because of the close relationship between
Medicare and Medicaid, the House should be
able to consider—and, where necessary, do
something about—the impacts on each of
changes in the other as well as the cumulative
effects of changes to both.

What will be the combined impact of Medi-
care and Medicaid cuts on our health system?

A report by Barents Group LLC prepared for
the Greater New York Hospital Association es-
timates that, over 7 years, New York City resi-
dents will pay $2 billion in excess part B pre-
miums; and hospitals and long-term-care facili-
ties together will lose more than $24 billion. By
2002, job loss will total 140,000, of which
112,000 will be in health care sector.

The Healthcare Association of New York
State estimates that the 16th district will lose
over $2 billion and nearly 11,000 health care
jobs. Individual hospitals will lose hundreds of
millions of dollars.

And what would be the impact on Medicare
if a State, given authority to set Medicaid eligi-
bility and coverage and a shrinking pot of
Medicaid dollars, decides it cannot afford to
fund long-term care? Under the proposed
caps on Medicare spending, how will Medicare
cover the much more expensive hospitaliza-
tion that will surely result?

What recourse will seniors have if a State
decides not to fully cover the Medicare pre-
miums, deductibles, and copayments of the el-
derly poor? Their coverage would effectively
be ended, and it is unlikely that managed care
plans will have sufficient enrollment capacity
soon enough or in enough places to meet the
needs of all seniors who need low-cost health
care.

I believe the House ought to be able to con-
sider situations like this, but separating consid-
eration of Medicare from Medicaid by nearly a
week will make it impossible.

Mr. Chairman, there is much more I could
say in opposition to this bill, but I will not go
on. I simply urge my Republican colleagues to
come to their senses and support the Demo-
cratic alternative, which extends Medicare’s
life just as long as H.R. 2425 without all the
other harmful baggage. At a minimum, I urge
all my colleagues to oppose this dangerous,
ill-considered bill.

Mr. EVERETT. Mr. Chairman, I rise today in
strong support of the Medicare Preservation
Act. Yes, reforming Medicare is intimidating.
Yes, maintaining the status quo is easier.
Well, my constituents did not send me up here
to take the easy way out, but to make hard
choices in the best interest of the second dis-
trict of Alabama and for this country’s future.

I believe that there is nothing more abhor-
rent than using the power of this institution to
terrify the elderly, the disabled, and the poor.
But, the House Democrats are doing just that.
While they are well aware that the Medicare
Program is in a state of crisis, they continue
to spout fear rhetoric. We all know, and even
Democrats cannot deny, that Medicare is
growing at over 10 percent every year. In
order to sustain this rate of growth. Congress

would be forced to cripple working Americans
by raising the payroll tax by 44 percent. The
only other alternative would be to allow Medi-
care outlays to reach 100 percent of Federal
revenues by the year 2030 and bankrupt the
entire country.

The Republican Party has a plan to save,
preserve, and improve Medicare for today’s
beneficiaries and for future generations. The
Medicare Preservation Act offers seniors the
same cost effective choices for quality health
care available to younger Americans, but de-
velops innovative ways to save health care
dollars; all while still delivering the best health
care to all Americans without cutting a single
dollar to beneficiaries. Let me make that clear,
regardless of Democrat’s demagoguery, there
are no cuts in this legislation, Mr. Speaker.

Medicare payments will increase at a high
rate of 6.5 percent allowing for a $2,000 in-
crease from the current $4,800 today to
$6,700 in 2002, for every single beneficiary.
Correct me if I am wrong, but a $2,000 in-
crease is not a cut in any teacher’s math
class. Currently, Medicare recipients pay 31.5
percent of their Medicare part B premium.
Under the MPA, traditional Medicare recipients
will continue to pay 31.5 percent of their Medi-
care part B premium. The MPA does not in-
clude changes to the deductible or the co-pay-
ment. Again, how can this mean that seniors
pay more? The truth of the matter is that be-
cause the Medicare Program is a 30-year-old
dinosaur, seniors actually pay more money in
traditional Medicare for fewer services than
their children and grandchildren do in the
health care open market.

This historic legislation empowers seniors
by offering choices through MedicarePlus cov-
erage which includes coordinated care pre-
ferred provider organizations, local union or
association policies, HMO’s, private fee-for-
service, medical saving’s accounts, or continu-
ing traditional Medicare. Most of these choices
are currently available for every other Amer-
ican. Why should senior citizens continue to
get the short end of the stick? The MPA goes
a step further and opens the health care play-
ing field to hospital and doctor coordinated or-
ganizations who can network to offer direct
medical care to beneficiaries saving the cost
of a middleman. Since hospitals are burdened
with a large portion of the Medicare payment
reimbursement savings, creating provider
service organizations [PSO’s] will allay some
of their burden while opening up a whole new
choice for direct medical care.

Medical savings account [MSA’s] will allow
seniors who choose this option to completely
control how their Medicare contribution and
out-of-pocket money is spent. They will re-
ceive their Medicare contribution each year in
one sum which will be deposited into their
medical savings account. They can then
choose a high deductible policy which best fits
their needs, maintaining at least 60 percent of
the cost of the deductible in their MSA at all
times. They can then use the balance of their
MSA for doctor’s visits, prescription drugs,
eyeglasses or other medical-related expenses.
If they are hospitalized the MSA pays for the
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deductible and then insurance pays for the
rest. If money is left over in the MSA at the
end of the year, the money belongs to the
senior and can be used for any purpose or
can be rolled over into the next year’s MSA.

MPA not only keeps the Medicare Program
healthy into the 21st century, but finally gives
seniors the power and choices they deserve.
The legislation also includes long awaited li-
ability reforms, strong incentives for combating
fraud and abuse, and many other reforms
which will only improve the Medicare health
care delivery program. The amazing thing
about this is that the MPA does not cut a sin-
gle dollar from a beneficiary check, nor does
it ask seniors to pay a single dollar more than
they now pay. Again, in simple language,
there are not cuts to beneficiaries in this bill,
Mr. Speaker.

Mr. Chairman, we must all take the respon-
sibility for protecting and caring for our grand-
parents and parents and of those disabled ei-
ther physically, emotionally, or financially. But,
we also have a responsibility to our younger
taxpayers who are not only future beneficiaries
of Medicare, but the future of this country. At
this point they are paying 68.5 percent of the
Medicare part B premium. Like most seniors,
they simply cannot afford to pay more. Private
health care organizations have been success-
ful in the last several years at finding savings
by actively seeking new and innovative ways
to deliver the quality health care that Ameri-
cans expect and deserve. The Republican
Medicare Preservation Act accomplishes this
same goal for America’s seniors.

In support of the Medicare Preservation Act,
I challenge Democrats to quit their scare tac-
tics and join Republicans as we get down to
the business of saving Medicare today and
protecting and preserving the program into the
21st century.

Mr. GEJDENSEN. Mr. Chairman, I rise
today to express my strong opposition to Newt
Gingrich’s bill to cut the Medicare Program by
$270 billion in order to pay for a tax break to
the wealthy.

Contrary to their recent pronouncements
that the cuts in H.R. 2425 are necessary to
save Medicare, it is clear that the Republicans
do not want to save the Medicare system.
They want to eliminate it. In fact, they have a
longstanding record of opposing the program.
In 1965, 93 percent of Republicans voted
against the bill which established Medicare.

Throughout the years, the trustees have
predicted imminent bankruptcy for the pro-
gram. And, every time, Democrats have taken
the steps necessary to keep this pay-as-you-
go system solvent. In 1970, the trust fund was
supposed to go broke in 1972. In 1972, it was
to be bankrupt in 1976. In 1993, the trustees
reported that the trust fund would go broke in
1999. However, thanks to reforms in the sys-
tem enacted as part of the Omnibus Budget
Reconciliation Act of 1993 [OBRA #93], the
life of Medicare was extended until 2002.
OBRA 93 passed the House of Representa-
tives without one Republican vote. Where
were Newt Gingrich and his friends then?

Earlier this year, the Medicare trustees re-
ported that the Medicare part A trust fund
needed $90 billion in cuts to remain solvent
for the next decade. For that reason, I will
vote for the Democratic alternative which
saves exactly that amount. Nevertheless,
Newt Gringrich and his loyal followers in Con-
gress have crafted a bill to cut the program by

almost three times the amount necessary.
Why?—to pay for tax cut for wealthy Ameri-
cans.

The Republican plan reduces Medicare
spending by $270 billion, but increases bene-
ficiary cost-sharing by $55 billion by raising
monthly premiums. Under the proposal, the
premium will rise from the current $46.10 to
$87 in 2002. These figures are in direct con-
trast to the alternatives. Under the Democratic
alternative, the premium will increase to only
$58 in the same year. If current law were con-
tinued, the premium would increase to $61.

In addition, the majority’s ill-advised pro-
posal will result in seniors losing the ability to
choose their own doctors. Proponents of this
measure contend that beneficiaries will have
unlimited choice, but the bill provides financial
and other incentives to entice physicians to
accept only MedicarePlus enrollees. There-
fore, if a doctor decides to stop participating in
the traditional fee-for-service Medicare, his or
her patients are essentially left with no choice
at all.

IN short, the Republicans’ priorities are re-
versed. Their Medicare plan helps the greedy
at the expense of the needy. That is simply
wrong and I will vote against this shortsighted
and punitive legislation. I urge my colleagues
to do the same.

Mr. COLLINS of Georgia. Mr. Chairman,
over the past several months I have held
many townhall meetings for the purpose of lis-
tening and learning about Medicare from the
people of Georgia’s Third Congressional Dis-
trict. I have met with groups of senior citizens,
physicians, and hospital administrators to bet-
ter understand their concerns about the cur-
rent Medicare insurance program.

I have learned from senior citizens of their
fear of losing their Medicare insurance. They
have shared with me their concerns about ex-
cessive fees charged by doctors and hos-
pitals. They have brought me copies of com-
plicated doctor and hospital bills they have re-
ceived. They are frustrated with these billing
procedures. Our seniors are concerned over
excessive charges and fraudulent use of their
Medicare insurance money.

I learned of the frustrations of doctors and
hospitals that try to provide health care to
Medicare patients under intrusive regulations
and complicated reimbursement rules that
have been forced onto them by past Con-
gresses. They also shared their concerns
about excessive testing and the overpracticing
of health care due to the fear of lawsuits. Doc-
tors and hospitals are frustrated because they
are not allowed to legally discuss the delivery
of health care within a community because of
antitrust laws.

Mr. Chairman, in simple terms, the people
of Georgia’s Third District know and under-
stand this Congress must address the prob-
lems within the Medicare insurance program
such as overcharging, waste, and fraud. They
also understand that in 1996, the Medicare in-
surance trust fund will begin paying out more
money than the trust fund collects from payroll
taxes deducted from each and every paycheck
earned by the working people of this country.

But, Mr. Chairman, I am not the only Mem-
ber of Congress who has listened and
learned. The message I heard from the people
of my district can be repeated by almost every
Member of this House of Representatives who
heard the same concerns in meetings held
throughout their districts and out across our
great Nation.

As a result of these meetings, the Repub-
lican Members of the House of Representa-
tives have written, and now passed, the Medi-
care Preservation Act [MPA]. The MPA saves
Medicare by addressing the very areas of con-
cern voiced by those who depend on Medi-
care to pay for the cost of their health care.

Mr. Chairman, I read a speech not long ago
which was given by the CEO of the Chrysler
Corp., Mr. Eaton. In his speech he referred to
a period of time some 15 years ago when the
Japanese were taking over a large portion of
the American automobile market.

The Japanese were beating the domestic
automakers in the area of quality and price,
very similar to the way the private health care
industry is beating today’s Government-run
Medicare Program in quality and price.

What did the big three U.S. automakers do?
They looked at the process of how they were
manufacturing cars. They pulled together su-
pervisors, union leaders, consumer groups,
dealers, and anyone who they thought might
have valuable input in how to change the
process of manufacturing.

As a direct result of changing the process,
the quality of their products has increased two
and one-half times and they are building the
same number of cars with half the work force.

Mr. Chairman, the process of Medicare is
what the MPA changes.

Let’s look first at who will be covered by
Medicare under the MPA. Everyone. That’s
right everyone who receives Medicare today. I
will say it again—everyone—each and every
individual who is eligible for Medicare today
will remain in the Medicare insurance pro-
gram. Each and every individual who will be-
come eligible for Medicare in the future will be
covered under Medicare when they reach the
Medicare age. No one—not one senior or dis-
abled person will be mandated to leave the
current Medicare insurance program.

Mr. Chairman, the American people are now
hearing a great deal of rhetoric about how the
Republicans are ending Medicare. Some spe-
cial interest groups, and even some of our
own colleagues in Congress, are engaging in
scare tactics and giving false, misleading infor-
mation about our plan. Well that is just what
it is: Rhetoric. The truth is—the Medicare
Preservation Act does not and will not end
Medicare. In fact Mr. Speaker, the MPA does
not cut—I repeat—does not cut Medicare ben-
efits.

Well, if MPA does not cut Medicare, how do
we plan to save $270 billion over 7 years at
an average of $36.5 billion per year? The an-
swer is we are making the changes our senior
citizens requested to make. And by making
those changes the taxpayers will spend $270
billion less than will be necessary under the
current Medicare insurance program.

Mr. Chairman, we have a choice—either we
correct the major problems within the Medi-
care process or we raise taxes on every work-
ing person in the Nation. In the past, raising
taxes has been Congress’ answer to fixing
Medicare. In fact, the payroll tax and the in-
come base have been raised 23 times over
the past 31 years to fund runaway cost in the
Medicare system.

But raising taxes decreases a family’s in-
come, increases the cost of consumer goods
and services, and increases the cost of living
for everyone, including seniors, who are on
Medicare and a fixed income. Rather than
raising taxes again, Republicans have chosen



CONGRESSIONAL RECORD — HOUSE H 10367October 19, 1995
to fix Medicare, according to what our senior
citizens have requested. Let’s take a quick
look at some of the changes our seniors have
suggested.

First, we are reducing the growth of exces-
sive payments to doctors and hospitals. The
Medicare Preservation Act consolidates a
clumsy multiple layer reimbursement process
which is unfair to general practitioners and
very favorable to specialized medicine practi-
tioners. It also simplifies the reimbursement
process in a more fair and equitable manner.

The Medicare Preservation Act will simplify
hospital bills so those insured by Medicare will
better understand the billing process while at
the same time reducing the growth of reim-
bursements for hospital care. One of the real
problems with many hospitals is the lack of
utilization of the entire facility or low occu-
pancy rates. Yet many hospitals continue to
build and add on to their hospital.

Have you ever wondered why? One reason
is a part of the Medicare reimbursement for
hospital care is based on the capital invest-
ment of the hospital. In other words the more
the hospital makes capital investment, the
more reimbursement they get from Medicare.
Well the Medicare Preservation Act will slow
down the unnecessary building by reducing
the reimbursement based on capital invest-
ment. This should have been done many
years ago.

Mr. Chairman, back during the late 1970’s I
served as chairman of the board of commis-
sioners for a rural county in Georgia. The
county has a Hill-Burton Hospital and the local
government was responsible for keeping the
doors open. Our hospital was losing money
and had a high account receivable owed to it
by Medicare.

As one who was responsible for the peo-
ple’s tax dollars, I paid a visit to the Blue
Cross-Blue Shield insurance company and
asked why they had not fully reimbursed the
hospital for the bills submitted. They looked in
the file and said, ‘‘we are discounting your bills
because you are not charging us enough.’’ I
could not believe what I had heard. Our hos-
pital was being penalized by Medicare rules
because we were not charging enough for our
hospital care. It is no wonder Medicare has
had money problems for a long time.

Mr. Chairman, if we are reducing doctor and
hospital reimbursements, we also must help
them reduce their cost of operation or we may
discourage them from serving the Medicare in-
sured. We are reducing their costs by includ-
ing in the Medicare Preservation Act a provi-
sion commonly known as malpractice reform.

Today, doctors and hospitals pay ridicu-
lously high premiums for malpractice insur-
ance and most feel they have to practice de-
fensive medicine to avoid lawsuits. Both the
cost of the insurance and the overpracticing of
medicine have led to higher costs for health
care.

Additionally, the Medicare Preservation Act
includes an antitrust provision so doctors and
hospitals can legally discuss better ways to
deliver health care to a community. It is just
plain common sense to allow providers this
flexibility.

Another good idea included in the Medicare
Preservation Act is to purchase the necessary
equipment to better track how much we pay
doctors and hospitals for health care delivered
to each Medicare insured beneficiary. You
would think this would have already been

done—it only makes good business sense to
keep up with your accounts payable. But at
this point nothing surprises me about how the
current Medicare insurance program is oper-
ated.

Next we heard what folks were saying about
waste, fraud, and abuse. Therefore the Medi-
care Preservation Act includes several provi-
sions to eliminate waste, fraud, and abuse.
Provisions such as:

One, requiring the Secretary of Health and
Human Services to alert individuals entitled to
Medicare of scams aimed at ripping off Medi-
care and providing a tollfree number to report
such scams.

Two, rewarding beneficiaries who report
huge illegal charges and rewarding them for
good ideas which save Medicare dollars and
improves the program. This will be a good in-
centive for those who are covered by Medi-
care to help keep down program costs and re-
port fraud and abuse.

Three, a voluntary disclosure program for
doctors who may have unintentionally over-
charged for Medicare services. There is no
such provision in current law.

Fourth, heavy fines on doctors who commit
fraud against Medicare.

Five, a Medicare integrity program whereby
the Secretary can contract with private con-
cerns to review activities of doctors, audit the
cost reports, determine whether Medicare
should or should not have paid for services
charged, and gives the Secretary the authority
to collect overcharges.

Six, establish within the Department of Jus-
tice an antifraud task force.

Third, the Medicare Preservation Act estab-
lishes a trust fund for medical education. Cur-
rently teaching hospitals receive additional re-
imbursement money to help pay for medical
education; again increasing the cost of Medi-
care.

Fourth, the Medicare Preservation Act es-
tablishes a baby boomer commission. This
commission will begin now to look ahead for
ideas of how to best ensure that Medicare will
be there for those Americans born during or
after World War II. In the past Congress has
waited until a crisis occurs before taking an
action. This commission will change that
precedent. It is a very needed provision be-
cause when the baby boomers reach Medi-
care age there will only be 2.5 workers per
Medicare insured, compared to today where
there are 3.3 workers per Medicare recipient.

Fifth, there is a provision requiring a look-
back commission to review the Medicare Pres-
ervation Act changes and how they are work-
ing. This will give Congress an idea of just
what affect Medicare reform has on the cost of
Medicare and recommendations for any nec-
essary corrections needed to protect benefits.

Mr. Chairman, many of our seniors are wor-
ried about whether copayments or their hos-
pital deductible will be increased under the
Medicare Preservation Act. The answer is no.
I will repeat the answer, no—capital NO—no.

The question has also been asked, will my
part B premium increase? The answer is: The
part B premium deducted from Social Security
checks will remain at the current 31.5-percent
level. This is different from the Democrats
substitute which would have dropped the part
B premium deduction to 25 percent. Under the
Medicare Preservation Act, those individuals
insured by Medicare who have an annual in-
come of $75,000; and for those couples that

earn $125,000, their part B premium will in-
crease gradually to a point they could pay for
the whole premium.

Mr. Chairman, there are a lot of misleading
comments about what happens to the money
saved by passing the Medicare Preservation
Act. What will happen to those dollars? First of
all the hospital trust fund, which pays for part
A Medicare insurance, will continue to collect
the payroll taxes needed to sustain itself. Sec-
ond, the fewer dollars needed to subsidize the
part B insurance, less general fund dollars, will
be needed to pay for Medicare. Of course, Mr.
Speaker, as you know the general fund is al-
ready overdrawn by some $5 trillion.

There are the changes to the current Medi-
care insurance program. However, there are
other options for health care which will be
available under the Medicare Preservation Act
known as MedicarePlus plans. These new
MedicarePlus options include: One, provider-
sponsored organizations; two, medical savings
accounts; and three, health maintenance orga-
nizations.

Each new option is a marketplace program.
Each option will be completely voluntary. No
one insured by Medicare will be required to
select one of these options. The success of
these options will be determined by the mar-
ketplace according to the quality of care pro-
vided, and the fees charged for the care pro-
vided. If an individual is not satisfied with ei-
ther the quality of care or the price charged,
they will have the ability to go back to the cur-
rent Medicare system.

Mr. Chairman, the Medicare Preservation
Act is a good idea. It is a plan which I fully be-
lieve will ensure that Medicare will be there for
me 14 years from now when I become eligible
for Medicare insurance.

Mr. HORN. Mr. Chairman, we have endured
a great deal of campaign rhetoric regarding
the Republican tax cut proposal and its al-
leged affects on the reforms we offer today to
Medicare. I would like to refute the well-
choreographed Democratic attempt to sideline
a valiant effort to save Medicare.

The Republican plan to strengthen and save
Medicare has nothing to do with the tax cut
proposed for working families. When we
passed the revenue bill in the House we had
already made the spending cuts to permit a
tax reduction. And they know that. There is a
gap as wide as the Grand Canyon between
what they know and what they say.

Even if the budget were balanced, Medicare
would still have to be saved from bankruptcy.
The President claims that, ‘‘not 1 red cent of
the money being paid by seniors will go to the
trust fund. It will go to fund a tax cut that is
too big.’’ The President is wrong. He ought to
read the law. Under current law, premiums
and payroll taxes paid into the Medicare trust
funds can only be used for the Medicare pro-
gram. This is true for both the trust fund that
pays hospital expenses, part A, and the trust
fund that pays physician and other expenses,
part B. As the Medicare trustees stated in their
April 1995 report: ‘‘The assets of the trust fund
may not be used for any other purpose.’’

Now let us address the so-called tax cuts
for the rich. The House Budget Committee es-
timated that 74 percent of the $500-per-child
family tax credit will go to families making less
than $75,000 per year. The 4.7 million working
families earning $25,000 a year and below will
no longer pay any Federal income taxes; fami-
lies earning between $25,000 and $30,000 will
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have 48 percent of their Federal tax liability
wiped out; although families with incomes of
$100,000 will only have their Federal taxes re-
duced by 5 percent.

President Clinton penalized seniors with a
retirement income above $34,000 by imposing
higher taxes on them in his 1993 tax bill. The
Republican Contract with American legislation
provides tax relief to senior citizens by phas-
ing out the President’s 1993 Social Security
benefits tax. We also help seniors who con-
tinue to work after turning 65 by raising the
earnings limit. If you continue to work and
earn more than $11,280 after turning 65, you
currently are hit with a tax on your Social Se-
curity benefits. I think seniors who desire to
work should be encouraged to work, not pun-
ished with lost benefits. Our revenue proposal
raised this earnings limit from $11,280 to
$30,000. Is a senior earning $30,000 rich? I
do not think so.

Mr. Chairman, what the naysayers do not
want to admit is that the Republican proposal
to save Medicare is a viable plan not only for
those who currently depend on its services but
also for the generations to follow.

Mr. Chairman, 30 years ago as the legisla-
tive assistant to Senator Thomas H. Kuchel,
the Republican Whip/deputy leader of the
Senate, I was part of the working group that
met with key Members of the Johnson admin-
istration to put together what became known
as Medicare. I have been a strong supporter
of Medicare over the three decades since that
time.

Today, we are preserving, strengthening,
and saving Medicare from bankruptcy. We
have provided much improved choices for all
senior citizens. The result is a much improved
Medicare which will meet the needs of the cur-
rent and future generations of older Ameri-
cans.

Vote for the Medicare Preservation Act of
1995. History will prove we did the right thing.

Mr. FAZIO of California. Mr. Chairman, we
are not talking today about Medicare preserva-
tion—we are talking about Medicare decima-
tion. The Republican Medicare proposal flunks
the test by which we judge sensible health
policy. On all counts, it fails to measure up to
the standards that the American people de-
mand and deserve. It reflects not the informed
consensus of the millions of seniors who de-
pend on Medicare, but the arbitrary will of a
handful of Republican leaders.

Health policy experts agree that this plan
will actually end up hurting seniors, not help-
ing them. At the expense of Medicare bene-
ficiaries, primarily seniors on fixed incomes,
this Medicare plan lines the pockets of special
interests. And the scope of the plan—far ex-
ceeding what is necessary to shore-up the
Medicare trust fund well into the next cen-
tury—is a dead-giveaway that the cuts are, in
fact, simply a vehicle to finance tax cuts for
people who don’t need them.

This so-called Medicare Preservation Act
isn’t about making Medicare more efficient. It’s
not about working with seniors and health pol-
icy experts to craft sensible reforms that guar-
antee our seniors the safety and security they
deserve.

This plan is about one thing. It is about
squeezing the people in the middle, and the
people who have worked hard and paid into
Medicare all their lives, in order to give the
people at the top a $19,000 tax break.

The New York Times, in a recent article, ex-
plained exactly how the GOP decided to cut

$270 billion out of Medicare. It’s not pretty. In
fact, it’s more bad math and good govern-
ment. Essentially, they set themselves a 7
year timeline for reaching a balanced budget.
An admirable goal. But, then they insisted on
a $245 billion tax cut. What NEWT GINGRICH
called the crown jewel of the Republican
agenda, turns out to be a combination of tax
credits and tax cuts that help the richest 1 per-
cent. Then, they turned their sights on discre-
tionary spending, squeezing as much as they
could out of programs that help kids, families,
and the underprivileged.

Left with a $270 billion shortfall, they de-
vised a last-minute plan to squeeze exactly
that amount out of Medicare.

Coincidence, conspiracy, or incompetence?
Regardless, the true losers are the 37 million
seniors who depend on Medicare—the real
crown jewel of our 30 year commitment to
quality health care.

Just over 3 weeks ago, Democrats here in
Congress decided we’d had enough Enough
bad math, enough bad policy, enough dis-
regard, on the GOP’s part, for open debate
and free discussion.

We staged our own series of hearings to
evaluate the elements of the Republican pro-
posal. We invited health care providers, Medi-
care beneficiaries, and health policy experts to
present their views in the court of public opin-
ion, right here in the shadow of the Capitol. In
some ways, I regret that we had to step out-
side the convention and custom of the House,
and away from a committee system that I re-
spect, to conduct these hearings.

But, as I listened to these witnesses, I felt,
at last, that we had begun the real public dia-
log. In some cases, we heard the views of
people who had been shut out of the official
debate—shut out of the single day of Repub-
lican-led hearings in the Ways and Means
Committee.

I have also been listening to seniors in my
district, hearing about how this Medicare deci-
mation proposal would be devastating to them.
It is estimated that this plan will cost seniors
$400 a year more in premiums costs. This
may not sound like much to the people who
are benefiting from the tax breaks in the over-
all budget package. But keep in mind that
more than half our seniors have no pension
income other than a Social Security check and
half of these seniors get less than $7,000 a
year.

These are not just faceless statistics. Listen
to the words of Mary Hopkins, a Medicare re-
cipient who lives in my district in Carmichael,
CA.

My husband’s employer went bankrupt,
wiping out all his benefits. He now works
part time at McDonald’s to make ends meet.

I suffer from arthritis, asthma, and a heart
condition, so I am taking a lot of medication
and see my doctor at least every 3 months.

I am very concerned about how I would pay
for any increase in my copayments for Medi-
care service. There is no room in our budget
for any further medical expenses, so we
would have to go on welfare. Where are the
savings there?

While I believe this plan to cut Medicare will
be bad for hundreds of thousands of people
like Mary Hopkins, I know it will be even
worse for rural residents. My district in north-
ern California encompasses many rural areas
and small towns. The fragile economies of
rural areas often mean many residents have
little or no insurance, making it difficult for

these communities to attract and keep doctors
and maintain local hospitals.

There is no question that there is an excess
of hospital beds in some communities and that
some hospitals could be closed. The problem
with this plan is that, as a result of these dras-
tic cuts, the wrong hospitals will end up clos-
ing. Hospitals in many of the smaller commu-
nities in my district are in precarious financial
situations, and if they close, there may not be
another facility for 75 miles.

When I visited with the head of one of these
hospitals in my district his message was clear.
Ed Bland of Colusa Hospital said simply,
‘‘When you put everyone on a starvation diet,
the small and the weak die first.’’

This Medicare plan, combined with the un-
precedented Medicaid cuts that are also pro-
posed, will be a one-two punch to rural resi-
dents. Out of the patients the hospitals in my
area serve, approximately 43 percent receive
Medicare reimbursed service and 17 percent
Medicaid reimbursed service. On the average,
this means a full 60 percent of the care these
hospitals provide is federally financed care.

If these Medicare reductions go into effect,
hospitals in my district alone would have $175
million taken out of their budgets over the next
7 years. There is no way you could take that
much out of our hospital budgets without
harming the quality of patient care these facili-
ties could offer.

What we have before us is a Medicare deci-
mation act—put Medicare on a starvation diet,
raise premiums for seniors, drive up their out-
of-pocket costs, bankrupt rural hospitals. All of
this to give the wealthiest in this country a tax
break.

The alternative to today’s Medicare decima-
tion act is a sensible, equitable reform plan
that does not jeopardize the health and secu-
rity of millions of seniors and their families.

The Democratic alternative has no premium
increases for Medicare beneficiaries, expands
choices of providers and plans, adds new pre-
ventive benefits, and implements tougher
fraud and abuse standards. It reduces Medi-
care spending by two-thirds less than the Re-
publican plan, only $90 billion, but extends the
solvency of the trust fund to the same year as
the Republican plan—2006.

Let me reinforce this point—the Democratic
alternative would preserve the Medicare trust
fund for until 2006. This is the same exact
time frame as the Republican’s proposal to
save Medicare.

Mr. Chairman, I will not support a plan
which claims to save Medicare by taking $270
billion out of the program in order to fund $245
billion in tax breaks for the wealthy. I urge my
colleagues to join me in rejecting this Medi-
care decimation act.

Mr. MURTHA. Mr. Chairman, we simply
cannot solve Medicare in a partisan manner,
and that’s why this is the wrong bill, at the
wrong time, for the wrong reasons. It’s the
wrong bill because it increases premiums, re-
duces coverage and reduces choices for older
Americans while closing rural hospitals—as
many as half the hospitals in our area would
close, according to the Pennsylvania Hospital
Association. It’s the wrong time because we’re
not in a crisis situation that demands the dras-
tic steps contained in this legislation—we have
time to study the alternatives and develop a
bipartisan consensus. And it’s the wrong rea-
sons because the savings won’t go to the
Medicare trust fund, but instead would go to-
ward a tax cut slanted toward the wealthy.



CONGRESSIONAL RECORD — HOUSE H 10369October 19, 1995
Let’s separate Medicare from the budget-tax
cut issue, and work for legislation which guar-
antees that older Americans will continue to
have access to affordable, quality health care
of their choice.

For the last 30 years, Medicare has worked
very well—it’s enabled senior citizens to get
the health care they need without facing finan-
cial disaster. The backers of this legislation
claim we’re in a crisis situation which de-
mands the drastic steps contained in this leg-
islation, but that’s simply not true.

This bill does everything senior citizens
don’t want—it makes health care more expen-
sive, it forces them to go to doctors they don’t
want, and if they need to go to a hospital, it
may risk their lives by forcing them to travel
farther, because according to the Pennsylva-
nia Hospital Association, half the hospitals in
western Pennsylvania may close if this bill is
signed into law. And the legislation doesn’t do
what everyone, including seniors, feels is nec-
essary—to guarantee the stability of Medicare
for more than 10 years.

The supporters of this legislation should
stop worrying so much about reaching a cer-
tain number for savings and start paying atten-
tion to the needs of senior citizens. We should
take our time and come up with a bipartisan
solution which starts with addressing the
waste, fraud, and high administrative costs in
the Medicare system. The savings we could
get from those areas are enough to stabilize
Medicare and avoid the premium increases
and limits on care which are going to penalize
older Americans.

Medicare is too important to too many peo-
ple to be lost in political rhetoric. Seniors
should feel confident they’re receiving the best
possible care at a cost they can afford. So
let’s not throw 30 years of success away in a
panic—let’s protect Medicare, and not make it
a program where only the wealthy can get the
best care.

Ms. WOOLSEY. Mr. Chairman, now is the
time to stand up for seniors by voting down
this plan to raid Medicare to provide tax
breaks for wealthy special interests. Instead of
continued partisan bickering, we need a bipar-
tisan effort to save Medicare by eliminating the
waste and fraud that cost billions each year.

I come to this floor today as the Represent-
ative for Sonoma and Marin Counties in Cali-
fornia. As I always say to my colleagues, I am
so fortunate to represent such a concerned
and caring constituency.

For the last several months, I have been
speaking to the people in my Congressional
District. I have been speaking with senior citi-
zens, with hospital administrators, with physi-
cians, and with working families. Seniors are
scared to death because they will have to pay
more for less at a time when so many are
struggling to get by. And families are scared to
death because they do not understand how
they will support aging parents and send their
kids to college at the same time. The people
of Sonoma and Marin Counties have spoken
loud and clear: they do not support $270 bil-
lion in Medicare cuts in order to pay for $245
billion in tax breaks for wealthy special inter-
ests.

The new majority is making the argument
that these massive cuts in Medicare are need-
ed to save the system. I agree that Medicare
and Medicaid can be improved, and that Con-
gress should vigorously support efforts to
make this system better. But I disagree with

Speaker GINGRICH that the way to keep Medi-
care solvent is to operate on it with an axe, in-
stead of a scalpel.

Speaker GINGRICH would like to convince
the American public that Medicare is in a sud-
den crisis. However, concerns about the Medi-
care Trust Fund are not new. The Medicare
Trustees have on eight previous occasions
warned that the Trust Fund would be insolvent
within 7 years. Each time, Congress re-
sponded immediately in a bipartisan way to
make the changes necessary to keep Medi-
care solvent. However, the cuts proposed by
Speaker GINGRICH go far beyond what is
needed to protect the Medicare Trust Fund.
What is more, since the proposed premium in-
creases do not even contribute to the Medi-
care Trust Fund, it is clear that the new major-
ity is increasing premiums only to pay for a
special interest tax giveaway, not to strength-
en Medicare.

In other words, the Gingrich Medicare plan
is a major cut. According to the non-partisan
Congressional Budget Office, the rate of
growth in health care spending per person in
the private sector over the next 7 years will be
7.9 percent. The Gingrich Medicare plan, how-
ever, brings the rate of growth of Medicare
spending down to 4.9 percent per beneficiary.
This means that the Gingrich plan will not
keep up with the pace of inflation and the
growing population of older and disabled
Americans. As a result, there will be major in-
creases in costs: by the year 2002, seniors
will spend $400 more in Medicare premiums.
Moreover, seniors may lose their choice of
doctor because they will be forced into a Gov-
ernment-mandated managed care plan. In ad-
dition, hospitals and emergency rooms will be
forced to reduce care and many will close.
Some health care experts predict that up to 25
percent of all hospitals could close if Speaker
GINGRICH’s assault on Medicare becomes law.

But I do support making Medicare stronger.
That is why I voted for the Democratic sub-
stitute to reform Medicare, and am a cospon-
sor of H.R. 2476, the Common Sense Medi-
care Reform Act.

The Democratic substitute saves $90 billion
over the next 7 years. It reduces seniors’ pre-
miums, while providing coverage for new ben-
efits such as more frequent mammograms,
colorectal screenings, Pap smears and diabe-
tes screening. The Democratic substitute in-
creases seniors’ choice of health care cov-
erage, but does not force them to give up their
own doctors. Under the Democratic substitute,
the Medicare program will be strong and sol-
vent, and seniors will continue to receive high
quality care from doctors they know and trust.

I also support the approach taken in the
Common Sense Medicare Reform Act, which
strengthens Medicare by eliminating real
waste, fraud, and abuse in the Medicare sys-
tem. It will also save the amount needed to
keep Medicare solvent for years to come. This
bill will give law enforcement more tools to
fight Medicare fraud, a crime which harms
Medicare and the American taxpayer. And this
bill, unlike the new majority’s plan, will require
that any funds recovered through cuts or sav-
ings from waste, fraud, and abuse will be
automatically returned to the Medicare Trust
Fund—not used to pay for a special interest
tax giveaway.

In addition, I would also like to raise my ob-
jection to the way that Speaker GINGRICH has
conducted the debate on his massive changes

to Medicare. As someone who believes in the
democratic process, I am outraged that the
new majority only allowed for one day of pub-
lic hearings on this assault on Medicare. As a
former Petaluma City Council member, I re-
member that we talked longer and harder
about sidewalk repairs than the House of Rep-
resentatives has about an issue which affects
the health of millions of Americans. This is un-
fair and undemocratic.

So, I am here to speak out for the people
who have been shut out of the democratic
process by this new majority. These people
should not be silenced, and they should not
see their concerns ignored by a Congress
bent on pursuing a partisan agenda.

We would all do better if we listened care-
fully to those we represent. As one man in my
district said, ‘‘I worked hard all my life, raised
ten kids and fought in two wars to live my life
in peace. Living on only $801 a month, I need
all the help I can get.’’

To my colleagues on both sides of the aisle,
I would like you to remember these words.
Think about this man, and the millions of sen-
iors just like him all over America who do not
deserve second rate medical care and who do
not deserve to have their pockets picked for a
special interest tax giveaway. I call on my col-
leagues to reject this bill, take the tax give-
aways off the table, and get on with the bipar-
tisan job of restoring Medicare’s solvency by
eliminating rampant waste and fraud. Stand up
for seniors by voting down this bill.

Mr. BORSKI. Mr. Chairman, I rise today to
denounce the majority’s plan to cut $270 bil-
lion from Medicare and $182 billion from Med-
icaid over the next 7 years in order to pay for
$245 billion in tax breaks for the wealthy.
These excessive cuts are unnecessary and
harmful to America’s senior citizens, working
families, and the health care industry.

It is my honor to represent the Third con-
gressional district in Pennsylvania, the twenti-
eth oldest congressional district in the country.
Pennsylvania is the second oldest State in the
Nation where one out of six residents is a
Medicare recipient and one out of seven is a
Medicaid recipient. In the Third Congressional
District, approximately 100,000 residents rely
on Medicare. Approximately 400,000 people in
Philadelphia rely on Medicaid.

Not only will the senior citizens in my district
suffer, but all citizens, our health care system,
and the entire Philadelphia economy will be
endangered by these insidious cuts. Let me
give you an example. At the Episcopal Hos-
pital in Philadelphia, 88 percent of the people
who enter the hospital are Medicare or Medic-
aid beneficiaries. If these cuts are approved, I
don’t know how the Episcopal Hospital will
survive. Several other hospitals in my district,
in other parts of Philadelphia, and across the
State of Pennsylvania, are on the critical list
as well. Health care workers—as many as
25,000 in Philadelphia and up to 6,000 in the
Third District alone, will be at risk of losing
their jobs. Communities will lose their local
hospitals when these devastating cuts force
them to close their doors. In addition, working
families will pay more for their own health care
as a result of the cost shifting which will follow
these cuts.

But none of this deep, human pain seems to
matter to this majority. In Washington, these
days, a chill wind blows over our Nation’s sen-
ior citizens. A lack of compassion fills the air.

The senior citizens in the Third District, and
across the Nation, will pay more for their
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health care, have less choice regarding their
doctor, and receive a lower quality of care.
Balance billing protection, which prohibits
health care providers from charging seniors
more than 15 percent above the Medicare re-
imbursement rate, will be eliminated. Seniors
who enroll in HMO’s because it has become
financially impossible to remain with their fam-
ily doctor will have no protection against addi-
tional charges once they are locked into an
HMO. That’s the bad news. There is no good
news in this Republican plan.

Now, let me tell you the worst news. Every-
one knows that Medicare is for our senior citi-
zens and Medicaid is for those who are less
fortunate. But, what people across America
don’t realize is that Medicaid also pays for the
long term care costs of senior citizens. In
Pennsylvania, 65 percent of all long term care
costs are paid for by Medicaid. After our sen-
iors have exhausted the savings they have
worked so hard to accumulate over their life-
time, they go on Medicaid to receive the nurs-
ing home care they so desperately need. With
the costs for a modest nursing home averag-
ing about $4,000 a month, it is easy to under-
stand how typical Philadelphia seniors could
easily drain their savings in a short time. After
these savings are depleted, Medicaid provides
seniors with a safety net. As a result of these
cuts, this safety net is now gone. The guaran-
tee that Medicaid will cover Medicare costs for
poor senior citizens is now gone. Some laws
that enable the Government to stop fraud,
waste, and abuse are now gone.

These exorbitant and heartless cuts are not
designed to fix or save Medicare. They are
being enacted in order to give $245 billion in
tax breaks to the country’s wealthiest individ-
uals. Despite all the rhetoric from the majority,
one fact is clear: The savings from the Medi-
care cuts will not go back into the Medicare
trust fund. They will pay for tax breaks for the
wealthy. Our senior citizens on fixed incomes
cannot afford these increased costs. The Med-
icare system can not afford these excessive
cuts.

I have traveled my district and asked hun-
dreds and hundreds of my constituents if they
support $270 billion in Medicare cuts and
$182 billion in Medicaid cuts in order to pro-
vide $245 billion in tax breaks for the wealthi-
est in our country. The answer is always the
same—no.

I will vote against this mean-spirited legisla-
tion and I urge my colleagues to do the same.

Ms. HARMAN. Mr. Chairman, on behalf of
hundreds of seniors in the 36th District of Cali-
fornia with whom I met over the course of this
debate, I rise in strong opposition to this bill
that would decimate Medicare, our most suc-
cessful Federal program.

For more than 30 years, Medicare has guar-
anteed health care coverage for seniors—99
percent of whom are now covered—and it has
dramatically reduced poverty among seniors,
from 33 percent in 1965 before Medicare’s
creation to 13 percent today.

I have carefully read the Medicare trustees
report. I agree that Medicare must be re-
formed. We must extend the solvency of the
part A trust fund and take steps to control
Medicare’s high rate of growth—10 percent a
year—to save Medicare for today’s seniors
and for generations to come.

Unfortunately, Washington is at it again
playing politics. Members from both sides of
the aisle have been more concerned with

pointing fingers at the other rather than engag-
ing in substantive discussion of real solutions
to address the rapidly rising costs of Medicare.

I would like to share with my colleagues
what I have learned from my constituents, and
tell you some of their personal stories. I have
been greatly impressed by their understanding
of the changes being proposed and their ideas
about how to reform Medicare.

The plan before us is not Medicare reform—
it is Medicare destruction. The bill cuts Medi-
care by $270 billion over 7 years even though
the Medicare trustees have stated that cuts of
about $90 billion will extend the life of the part
A trust fund to 2006.

My constituents have asked: ‘‘why does the
Gingrich plan cut Medicare by $180 billion
more than what the trustees say is nec-
essary?’’ To them, the reason is clear: To pay
for an ill-timed tax cut. They want the focus on
saving Medicare and balancing the budget—
not on cutting taxes. ‘‘We can’t afford a tax cut
now,’’ wrote Glenda Masek. ‘‘And I’m a reg-
istered Republican,’’ she added.

Many seniors recognize the financial prob-
lems facing Medicare and express a fervent
desire for reforms. Some seniors told me they
are willing to pay slightly higher premiums and
deductibles, as long as the increases are fair.
‘‘Some of us can afford to pay a little more,’’
Irwin Gerst acknowledges. ‘‘But many seniors
are on fixed incomes and so any increases
should be minimal and gradual and not used
to offset tax cuts.’’

Like these individuals, I cannot support a
proposal that will take money out of the pock-
ets of Medicare beneficiaries who have an av-
erage income of $13,000 a year. Under the bill
before us beneficiaries’ monthly premiums will
rise to $87 by 2002, as compared to $61
under current law, and $1,700 less will be
spent per beneficiary. These figures translate
into higher costs for less care.

Not all my constituents can afford the in-
creases:

One San Pedro senior, Katie Brazerich,
pleads: ‘‘Please don’t cut my Medicare bene-
fits and raise my premiums. Every single dol-
lar is needed to help with my living expenses.
There isn’t any extra left for me to cut.’’

‘‘Don’t bankrupt us just because we are liv-
ing longer,’’ comments her neighbor.

‘‘These cuts are cruel,’’ Lillian Watson ob-
serves.

Joyce Short, a 75-year-old Westchester
resident told me, ‘‘I paid into it [Medicare] all
my life, and now I need it.’’

Another, 71-year-old Mary Ford, fears she
will be put out in the street. ‘‘I have been diag-
nosed with Lupus and probably will be com-
pletely bankrupt if these cutbacks go through.
We are the same Americans who went
through the Depression.’’

I support expanding choices for Medicare
beneficiaries. While the bill purports to do this,
a choice is not a choice when it becomes too
expensive and when doctors move elsewhere.
What supporters of the so-called choices in
this bill do not mention is that under their plan,
beneficiaries will no longer have extra billing
protection. This means health care providers
can charge seniors above what Medicare re-
imburses for the same services they receive
without additional charge under Medicare
today. Fear of extra billing will drive seniors
out of fee-for-service arrangements.

‘‘I don’t want to be forced into an HMO,’’
Virginia Balesteri told me. ‘‘And I don’t want
my children to have to take care of us.’’

These Americans want the right to choose
their doctors. If premiums are such that they
cannot afford fee-for-service plans, that choice
is effectively taken away.

I have also heard countless stories of
waste, fraud, and abuse within the Medicare
system. Seniors have told me about receiving
bills for services they did not receive. When
they questioned the bills, they were told by
Medicare administrators that it was easier and
cheaper to just pay. ‘‘If I ran my business like
those Medicare folks,’’ one told me, ‘‘I’d be
going broke, too.’’

To counter fraud, one group of seniors in
my district has suggested an incentive pro-
gram for reporting abuses. Others suggested
making Medicare billing easier for consumers
to understand. They explained that people
need to know exactly what the doctors and
hospital are charging to make sure that those
tests and services were received—and nec-
essary. I agree that legislative change is nec-
essary to crack down on waste, fraud, and
abuse, and a bipartisan approach is essential.

Health care reform is essential. But the re-
form must help seniors, one of our most vul-
nerable populations. I strongly believe that we
can make reforms to Medicare that attack
fraud and abuse and which lower costs.

I urge my colleagues to vote against the
Medicare Preservation Act, an oxymoron if
there ever was one.

Mr. BARCIA. Mr. Chairman, when people
reach the age of senior citizens, their biggest
concern is their ability to maintain their quality
of life. They have worked all their lives. They
have sacrificed. Many have served in our Na-
tion’s Armed Forces. They are owed a great
debt for their years of contribution.

I agree that we need to make responsible
reductions in the cost of the Medicare Pro-
gram. But we also need to make sure that we
maintain a viable health care system that pro-
vides hospitals, doctors, nurses, and the other
support mechanisms that people need when
their health demands it. The bill before today
just does not do this.

The ability to have access to health care is
vital for the elderly. Last year, many of us
heard from our senior citizens who were con-
cerned that proposed changes to the health
care system would leave them without access
to their own doctor, would drive up their pre-
miums, would force them into managed care
systems when they did not want them. In my
own district, in response to a questionnaire
that I sent out last year, 43 percent said the
choice of their own doctor was the most im-
portant element of health care. This year,
nearly 60 percent of my constituents said that
they did not want to see HMO’s instead of
being able to choose any doctor. And by a 2-
to-1 margin they said that we should maintain
spending on Medicare and Medicaid, not cut
it.

The Michigan Health and Hospital Associa-
tion has written to me claiming that these an-
ticipated cuts in Medicare and Medicaid will
probably result in many rural hospitals closing.
I have several rural counties. How can I go
back to my constituents and say I supported
a proposal that meant that their local hospital
was likely to close? Where would these peo-
ple go for treatment, especially in an emer-
gency, when the hospital closed? How many
doctors would locate in rural areas where it
would be difficult to get to hospitals where
they could adequately treat their patients?
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Some will say that doctors and patients can

go to hospitals in the nearest city. Bay Medical
Center in Bay City, one place that would be a
likely alternative, tells me that the cuts in Med-
icare proposed by this bill would mean a loss
of $70 million in revenue between now and
2002. That is before we add in the impact of
the Medicaid proposals we will consider next
week. Bay Medical Center could be in serious
jeopardy if these proposals pass. if this hos-
pital were to close, where would my constitu-
ents who need assistance go?

Yesterday we spent 4 hours debating
shrimp and lobsters. Today we get only 3
hours to debate the future of a health care
system for millions of senior citizens and for
millions more who will need to make use of
that system in the future. We were able to de-
bate thirteen amendments for shrimp and lob-
sters. Today senior citizens will be restricted
to only one. Earlier this year I celebrated pas-
sage of new House rules requiring a three-
fifths vote to impose any tax increase. If this
bill does not raise fees—taxes—for our sen-
iors, why must we waive this provision? We
were sent here to do the people’s business,
not to give greater consideration to shrimp and
lobsters, nor to go back on the reforms we
made at the first available opportunity.

Mr. Chairman, I cannot support this bill. It
jeopardizes health care for our seniors. It does
not give them the kind of system they want
and deserve. It is being forced through without
adequate review, and it breaks our word. Our
seniors deserve better. We can and should do
better.

Mr. JOHNSON of South Dakota. Mr. Chair-
man, I rise in strong opposition to H.R. 2425,
legislation designed to reduce Medicare fund-
ing by $270 billion over the next 7 years.
While I support constructive efforts to stabilize
the Medicare part A trust fund and other ef-
forts to promote administrative efficiencies and
simplification, the plain fact is that this bill
does little to strengthen Medicare and is pri-
marily designed to free up $270 billion in order
to finance the cost of the $245 billion tax cut
and $60 billion defense pork provisions con-
tained in Speaker GINGRICH’s budget reconcili-
ation bill.

Seniors in South Dakota have always been
willing to make some adjustments to assist
with Federal budget deficit reduction and they
realize the need for some health care reforms
that will slow down the growth of health care
inflation—but they are also wise and experi-
enced enough to know when someone is try-
ing to sell them the Brooklyn Bridge. I have
been holding town meetings on the Medicare
and Medicaid issue all around South Dakota,
and the bipartisan opposition to H.R. 2425 is
overwhelming. Seniors want Medicare re-
forms, but they absolutely do not want wealthy
special interests laughing at them all the way
to the bank at their expense.

Mr. Chairman, I support alternative legisla-
tion which is designed to stabilize the Medi-
care part A trust fund and does so in a man-
ner which does not raise premiums or reduce
benefits to seniors. I cannot and I will not,
however, support this misdirected, ‘‘Reverse
Robin Hood’’ attack on Medicare and Medic-
aid.

Mr. FAWELL. Mr. Chairman, I rise in sup-
port of H.R. 2425, the Medicare Preservation
Act of 1995. In April, the Medicare Board of
Trustees concluded in their annual report that
‘‘* * * prompt, effective and decisive action is

necessary’’ to avert the projected bankruptcy
of Medicare by the year 2002. I am pleased
that today House Republicans are fulfilling
their commitment to saving Medicare by
adopting this legislation.

The Medicare Preservation Act represents a
major overhaul of Medicare. The proposal is
aimed at preserving, protecting, and strength-
ening Medicare, while empowering seniors to
choose the health care plan that best suits
their needs.

The principle behind this legislation is
choice. The Medicare Preservation Act con-
tains an important and innovative feature that
will give seniors more choice as well as intro-
duce a truly competitive framework, called
Medicare-plus. Medicare-plus will give bene-
ficiaries new options to select from a broader
array of privately offered plans, with the Gov-
ernment paying the premiums. These plans
could include private traditional insurance,
HMO’s, new physician-hospital network—pro-
vider-sponsored organizations—coordinated
care, Medisave plans, and limited enrollment
plans sponsored by unions or trade associa-
tions. Under Medicare-plus, standard Medicare
benefits will be retained so that future bene-
ficiaries will be assured that their benefits will
not be reduced. Moreover, if a health plan can
provide Medicare benefits at less than the
Government contribution, the plan can either
provide additional benefits or provide a rebate
to beneficiaries.

I want to stress the significance of the pro-
vider-sponsored organization [PSO] portion of
the bill. This area gives recognition to the im-
portant competitive aspects of having PSO’s
as a choice option for Medicare recipients
while also according these entities certain
Federal protections. In my view, the ability of
providers—doctors and hospitals—to offer
health services directly to Medicare recipients
adds an extremely important new aspect to
the pulsating revolution already taking place in
the private health care market. In fact, these
providers are already offering health services
to employees covered under the Employee
Retirement Income Security Act [ERISA] cov-
ered plans sponsored by employers and
unions. Under the PSO option, Medicare en-
rollees also will have the freedom to choose
the doctors and hospitals they think will pro-
vide them the best care at the lowest cost.
PSO’s and similar entities, which continue to
drive down the cost of private health care, will
be an important element of the solution to
containing Medicare health costs and preserv-
ing quality health care.

The extension of choice of coverage to
members of qualified associations and Taft-
Hartley multiemployer plans is also another
key element for expanding the choice of Medi-
care-plus coverage and allowing seniors to
continue their care under organizations that
they looked to while working. Moreover, I want
to stress that the PSO, qualified association,
and multiemployer plan options under the bill
does not amend or modify the Federal pre-
emption framework under ERISA.

While providing choice in new options for
beneficiaries, the bill simultaneously allows
any Medicare beneficiary to remain in or re-
turn to the current fee-for-service system
where they choose their own doctor or hos-
pital. Other priorities of the Medicare Preser-
vation Act include: combating Medicare fraud
and abuse by rewarding seniors who discover
and report fraud and abuse; increasing the

punishment for those engaged in fraud; curtail-
ing malpractice abuse; and, providing regu-
latory relief to improve efficiency and help
stem the growth in health care costs.

Mr. Chairman, I urge my colleagues to rec-
ognize the Medicare crisis, and to support the
Medicare Preservation Act. Only by acting
now, can we preserve, protect, and strengthen
Medicare for generations to come.

Mr. WELDON of Pennsylvania. Mr. Chair-
man, we have heard in this debate on the
floor today and over the past few months an
unrelenting barrage of denial, disinformation,
distortion, and demagoguery from the Demo-
cratic Party on the subject of Medicare. That’s
why it is no wonder so many senior citizens
have expressed concerns about this bill.

Denial, because the nonpartisan Medicare
Board of Trustees, which includes three mem-
bers of President Clinton’s own Cabinet, is-
sued a report in April stating that the Hospital
Insurance trust fund will be able to pay bene-
fits for only about 7 more years. The trustees
said that even under the best estimates, if
nothing is done, the trust fund will be ex-
hausted by 2002. Yet the Democrats deny
there is a problem and say do nothing.

Disinformation, because the Democrats
speak falsely of massive cuts in Medicare,
when it can plainly be demonstrated that Med-
icare spending goes up each year under the
Medicare Preservation Act, that we will spend
almost $2,000 more per Medicare beneficiary
by 2002 under this plan, and that there are no
cuts.

Distortion, because the Democrats want you
to believe that these supposed cuts, which
don’t exist, will pay for Republican tax cuts for
the rich, another figment of the Democrats’
imaginations. Yet this bill contains a lock-box
provision that puts all savings back into Medi-
care. Furthermore, the Republican tax cuts for
the middle class—including a $500 a year
credit per child for working families—has al-
ready been paid for by other savings in the
Republican budget. We did that months ago.
The Democrats choose to ignore that incon-
venient fact.

Demagoguery, because Democrats have
engaged in a conscious effort to frighten sen-
ior citizens, to scare them into thinking some-
one is trying to take away their benefits. It is
absolutely outrageous. They are sending vid-
eos to senior centers claiming that this bill will
‘‘destroy Medicare, not save it.’’ This prompted
the dean of the University of Pennsylvania’s
Annenberg School of Communications, Kath-
leen Hall Jamieson, quoted in the Philadelphia
Inquirer, to state, ‘‘It’s inappropriate to target a
vulnerable population with that kind of informa-
tion.’’

It’s far worse than inappropriate. It’s offen-
sive to suggest that Republicans don’t care
about seniors, that we want to harm seniors.
My 85-year-old mother relies on Medicare and
Medicaid and Social Security and I resent hav-
ing anyone on the other side suggest that I
don’t care about my mother. That my party
doesn’t care about seniors.

Despite the distortions, despite the dema-
gogues, despite the bitterly partisan rhetoric, it
is Republicans who are facing up to the prob-
lem and taking action to save Medicare. The
Medicare Preservation Act does just what its
name says. It preserves Medicare for seniors.
It saves Medicare for the next generations. It
strengthens Medicare for all of us. This bill will
attack waste, fraud, and abuse. It will give
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seniors more health care choices. It does not
raise copayments, deductibles, or premium
rates. The Medicare Preservation Act ensures
that Medicare will be there well into the future.

Mr. Chairman, I urge all my colleagues to
join in support of this bill. It is our responsibil-
ity to act. We have to step up to the plate. No
one else can. We must have the courage to
act. Let us do the right thing and save Medi-
care.

Mrs. CHENOWETH. Mr. Chairman, I rise
today to once again remind the American peo-
ple of who has a plan to save Medicare and
who doesn’t.

My constituents are understandably con-
cerned over what might happen to Medicare.
Instead of putting legislation where their
mouths are, opponents of Republican Medi-
care reforms have done nothing but use in-
flamed rhetoric to frighten and confuse people.
In fact, I’ve seen some newspapers describe
it as ‘‘MediScare.’’

I am happy to point out, however, that one
of the newspapers in my district—the Idaho
Statesman out of Boise—recently endorsed
the Republican Medicare proposal. To quote
the Statesman ‘‘GOP-sponsored reforms in
Congress make a modest beginning at getting
Medicare costs under control * * * Without
their passage, senior citizens won’t have a
viable health-care system.’’ I am submitting
the Stateman’s editorial for the RECORD.

The problem we are facing is this: If we
don’t act to strengthen Medicare, the benefits
available now just won’t be there in the future.
We must not let politics as usual get in the
way of protecting the security that all Ameri-
cans should have when they retire. We need
to keep our eyes on the facts.

I know I couldn’t bear to look at my grand-
children and explain to them we had the
chance to fix the system in 1995 but didn’t.

Let’s stop the bickering and pass Medicare
reform now.

[From the Idaho Statesman, Oct. 11, 1995]

CONGRESS CAN TRIM MEDICARE

Public health assistance for billionaires is
hardly what Americans had in mind for Med-
icare when it was created 30 years ago. But
such unintended consequences are one of the
reasons the massive health insurance pro-
gram is going broke.

GOP-sponsored reforms in Congress make a
modest beginning at getting Medicare costs
under control. Lawmakers can also set in-
come limits for recipients or have high-in-
come recipients chip in more for their cov-
erage. They also need to allow recipients to
pick private plans as an alternative to the
traditional Medicare program.

Such reforms are necessary because the
current program covers virtually every
American, not just the needy. For example,
when Boise billionaire J.R. Simplot had hip-
replacement surgery last spring, Medicare
covered some of the costs. That simply
makes no sense to Simplot or anyone else.

Congress also needs to get the paperwork
under control. Look at what Vice President
Al Gore discovered about just one rule of the
Health Care Financing Administration, the
agency that directs Medicare and Medicaid.

That one rule generated 11 million forms.
Each hospital spend about $22,500 a year fill-
ing out those forms—and Medicare is gov-
erned by 3,200 pages of federal regulations.

GOP Medicare reforms are scheduled for a
vote next week in the House. A similar bill
is pending in the Senate. Without their pas-
sage, senior citizens won’t have a viable
health-care system.

Mrs. COLLINS of Illinois. Mr. Chairman, I
rise in opposition to this rule and in opposition
to the underlying bill, H.R. 2425.

Democratic Members of Congress and sen-
iors across this Nation continue to ask for free
and open debate on the extreme and unnec-
essary Medicare cuts that are before this body
today. They have yet to be heard, let alone
answered.

There were 10 hours of debate on the legis-
lation that established the Medicare Program
30 years ago. Today we have half that time on
a bill to dismantle it. There were 20 hours of
debate earlier this year on legislation to send
U.S. aid overseas. Today we have one-fourth
of that time to consider ripping $270 billion in
health care away from older Americans.
Where is the logic?

Last week during markup of H.R. 2425, 13
senior and elderly citizens were led out of the
Commerce Committee and arrested just be-
cause the committee chairman and his GOP
colleagues were unwilling to answer the most
basic questions about the consequences of
passing the Republican Medicare bill. The rule
we have before us on this bill continues this
gag order by denying Members on both sides
of the aisle the opportunity to participate in a
fair and democratic review of H.R. 2425 and
to offer amendments to this drastic legislation.

As members of the National Council of Sen-
ior Citizens testified before Democrats on the
Government Reform and Oversight Committee
yesterday, the flame of democracy continues
to be smothered by the Gingrich Republicans.

Yesterday I presented testimony on two
amendments before the Rules Committee that
I believe would improve certain deficiencies of
H.R. 2425. My amendments were not made in
order. The Rules Committee didn’t bother to
listen to me, and therefore didn’t bother to lis-
ten to my senior constituents and hundreds of
thousands like them around this country.

My amendments are designed to restore
current protections for seniors who have diag-
nostic tests performed in a doctors’ office and
to ensure that our elderly continue to have ac-
cess to durable medical equipment such as
wheelchairs, electrical beds, walkers, and oxy-
gen.

My Clinical Laboratory Improvement Act
[CLIA] amendment would reinstate quality as-
surance guarantees for patients who have
testing done in physician office laboratories by
striking the provision in the bill that eliminates
the requirements of CLIA for labs in doctors’
offices.

It probably should not be surprising that the
Republican Medicare proposal—which bends
so close to special interests and tilts so far
from the best interests of America’s senior citi-
zens—would eliminate requirements for quality
and accuracy of laboratory tests. This like the
Republicans’ blatant and cruel elimination of
national standards for nursing homes, is one
more way of saying to Medicare beneficiaries:
You’re on your own—good luck.

What is the rationale for exempting office
labs? What is the rationale for exempting one
specific test—pap smears—from such labs? If
it is critically important for doctors’ offices to
meet quality standards for pap smears, why
shouldn’t those same quality standards be met
when it comes to cholesterol tests, colon and
prostate cancer screening, needle biopsies to
detect precancerous conditions, and glucose
monitoring?

My second amendment would remove the
7-year freeze on payments for durable medical
equipment [DME].

H.R. 2425 will cause severe disruptions for
seniors and the elderly who need their oxygen
to breathe, electrical beds, wheelchairs and
walkers to move about. Without these needed
and essential items, seniors and the disabled
could be forced into potentially life threatening
situations.

Unfortunately Mr. Chairman, the Republican
leadership just doesn’t care.

I urge all my colleagues to vote ‘‘no’’ on this
rule and ‘‘no’’ on the bill.

Mr. KOLBE. Mr. Chairman, today, Congress
has a historic opportunity to pass legislation
that will allow recipients of Medicare—both
present and future—the freedom to choose
their doctors, their health plans, and the health
care services they decide are appropriate for
them. It is time we allow Medicare recipients
access to the same choices in health care that
the rest of us have. That is the heart and soul
of this legislation.

It’s become abundantly clear in the last sev-
eral months that Medicare faces a very real
threat of bankruptcy. It is this looming bank-
ruptcy of the trust fund that first alerted the
country to the need for extensive changes if
we were to save the Medicare system. What
won’t work is another Band-Aid. Yet, for dec-
ades that has been the Democrats’ only an-
swer to ensure solvency of the Medicare trust
fund. The trustees themselves have told us it
needs a systemic fix to be real. This year,
once again, the Democrats have proposed the
same quick fix solution and have failed to deal
honestly with the underlying structural prob-
lems of the Medicare system. By simply re-
ducing payments to hospitals and physicians,
the Democrats Band-Aid staves off bankruptcy
for another 2 or 3 years. This is simply irre-
sponsible; it’s what we’ve done for too long on
too many other issues. It’s why Medicare
faces such a bleak future today.

H.R. 2425 doesn’t wait for disaster to wash
over us; it takes action now to assure the fu-
ture security of Medicare for seniors. By pro-
viding fundamental changes to the structure of
the program, the Medicare Preservation Act
will keep Medicare solvent for at least 15
years, until the baby boomer generation be-
gins retiring. We freely acknowledge that an-
other deeper fix will be required then, but this
legislation gives us time to see how well free
market solutions can work to retain health
care costs.

The heart of this legislation is the expansion
of Medicare beneficiaries choice of health care
options. The private health care market has
demonstrated that health care services can be
provided in a cost-effective way while main-
taining the patient’s quality of care. Such care
is found in alternative health care systems,
such as managed care system, health mainte-
nance organizations, preferred providers orga-
nizations and medical savings accounts. Cur-
rently, Medicare recipients have not had wide
access to these options. With passing of H.R.
2425 Medicare recipients will not have to rely
on a system that is a relic of 1965 medicine.

It is unfortunate that my colleagues across
the aisle, do not recognize the need for com-
prehensive reform. Their bill provides no secu-
rity for seniors who rely on Medicare today,
because it extends its life by only a year or
two. It provides even less assurances for fu-
ture seniors who are counting on Medicare to
be there for their retirement.
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Even if the Medicare trust fund were not

facing bankruptcy, this legislation would make
sense. It allows Medicare recipients access to
the same range of choices in health care that
other Americans have. Similar to the Federal
Employees Health Benefit Plan, Medicare re-
cipients would receive information each year
about different health care providers and plans
in their area. And like other Americans, they
will be able to choose who provides their
health care.

Arizona has been on the forefront in devel-
oping a successful managed care market.
Over a decade ago, the Arizona Medicaid pro-
gram, AHCCCS, was established as a man-
aged care system. Now, with an extensive
network of HMO’s seniors are enrolling in the
same system in increasing numbers. They
are, by and large, very satisfied with the
health care services offered by the competing
health plans and have found that some plans
offer services outside the required Medicare
services, such as eye glasses, lower or no
copays for visits and lower prescription drug
prices. They can compete on these added
services because they hold costs down on
basic services.

Then there are medical saving accounts—
an option not available now to any Medicare
recipient. This option will allow seniors to buy
a high deductible, catastrophic policy and pay
for out of pocket expenses with the cash from
their Medicare payment. If they use health
care services prudently, they can even pocket
the excess as income. It turns health care
consumers into cost-conscious health care
purchasers.

Will these options—and there are others—
save money and prevent Medicare from going
bankrupt? Yes, because private health care is
more efficient and consumer driven choices
more cost effective than a government admin-
istered one-size-fits-all health care program.
Medicare costs grew at about 10.5 percent
last year. But, in the private sector, large em-
ployers actually saw their cost decrease by
1.1 percent. The marketplace can work in
health care.

The Medicare Preservation Act addresses
another concern of seniors and taxpayers
alike by putting in place a systematic program
to combat fraud and abuse. As Medicare is
designed right now, doctors are paid for pro-
cedures whether or not the patient needs it.
That means the taxpayer gets ripped off, and
the Medicare patient often doesn’t get the
proper care. By allowing providers and hos-
pitals and insurers to compete for your busi-
ness, the system will root our fraud and
abuse, and will squeeze out waste. Further-
more, seniors who find fraud in their bills will
be rewarded with a percentage of the money
recovered.

Mr. Chairman, this legislation provides our
seniors with health care they can trust and be-
lieve in. It is not riddled with burdensome Fed-
eral mandates on providers. As a con-
sequence, it allows physicians to do what they
do best—provide top quality care for their pa-
tients. It is about time we allow seniors to
have the same type of health care as the rest
of us have. Let’s pass this real Medicare re-
form.

Mr. EDWARDS. I come to the well today
because, like many Americans, I am con-
cerned about fate of the Medicare Program.

I cannot support NEWT GINGRICH’s plan to
cut $270 billion from Medicare while offering a

hefty tax break to people making over
$200,000. The Gingrich plan cuts Medicare
too deeply and hurts senior citizens without
really strengthening the program.

I am not willing to sacrifice the quality of
health care for senior citizens to pay for NEWT
GINGRICH’s $20,000 tax break for individuals
making over $200,000 a year.

Seniors will pay more and get less. The cost
of health care will climb and Medicare benefits
won’t keep up. Seven years from now seniors
citizens and health care providers will find
themselves in a hole because of a tax cut for
the wealthy.

For senior citizens the plan means up to
$1,200 in extra out-of-pocket expenses, limits
on their choice of doctors and decreases in fu-
ture benefits.

Central Texas rural hospital administrators
have told me their hospitals could close as
Medicare payments drop dramatically. Rural
hospitals in central Texas have a high per-
centage of Medicare patients because of our
large population of senior citizens. Some hos-
pitals can’t keep their doors open with the low
level of reimbursement that the Gingrich plan
offers.

I oppose the Gingrich Medicare plan be-
cause no one really knows what is in it. The
968 page Medicare bill landed on my desk
Wednesday night and was being revised
today, the same day I am forced to vote on it.
Central Texas senior citizens, medical profes-
sionals, and taxpayers have no idea what is in
the bill.

To railroad legislation through the House
that directly affects 37 million senior citizens
and their families is absolutely unfair. To pass
such legislation before my constituents and
American citizens have a chance to review it
and express their views is irresponsible.

There is no question that we must reform
Medicare to preserve it for future senior citi-
zens. I’m willing to make the tough choices to
cut spending, preserving the program, and
balance the budget. However, Newt’s Medi-
care plan simply does not pass the fairness
test.

Mr. ALLARD. Mr. Chairman, this year Medi-
care turned 30, and while it has served the
country well, it is still running on a 1965 en-
gine.

In the last 30 years, medical procedures
and technology have made tremendous ad-
vances. Medicare has not. It is out of touch
with today’s health care system. Medicare is
like a 1965 car—it looks nice and elicits nos-
talgia, but it gets terrible gas mileage and
you’re never sure how long it will run. Without
any reforms, Medicare can run cruise control
only until the year 2002 before sputtering out
of gas.

Major reforms are needed if Medicare is
going to last. First, we have to slow the rate
of growth in Medicare spending from 10.5 to
6.5 percent a year. Even with these changes,
the average Medicare yearly benefits per per-
son will increase from $4,800 this year to
$6,700 by 2002.

The second step calls for major changes
that gives senior Americans more flexibility
and choices of medical plans to replace the
outdated, bureaucratic one-size-fits-all plan
designed by Congress 30 years ago.

Medicare recipients should have the same
opportunities as other Americans to select the
health care options that are best for them. The
Federal Government should stop interfering

with the relationship between patients and
their doctors.

Unlike President Clinton’s 1994 health care
reform plan, the Medicare Preservation Act will
not force anyone to leave the current system,
nor will it force seniors into mandatory health
alliances. Proposed reforms will offer Medicare
beneficiaries more choices and better benefits
than they enjoy now.

Let me review carefully the proposed re-
forms. First, Medicare would continue to be
available to any beneficiary, and seniors could
keep their current coverage. There would be
no change in copayments or deductibles. Pre-
mium rates for Medicare part B would remain
at 31.5 percent of total costs, which would
mean an increase of only $4 a month above
what is scheduled to occur under current law.

The only exception would be for wealthy
seniors: single seniors making $75,000 a year
or senior couples making $125,000 a year
would be asked to pay higher part B pre-
miums.

Average spending per beneficiary would in-
crease by $1,900 over the next 7 years. If
seniors don’t like their current plan, or if they
are unable to change plans, they would have
options. Seniors who do not make a choice
would be enrolled automatically in the tradi-
tional Medicare system.

Second, the Medicare Preservation Act
would allow beneficiaries to choose several
private sector options in a new Medicare Plus
plan. Every year, beneficiaries would receive
information about the approved plans available
in their area. All they would have to do is
check off their plan of choice.

Health plans under this MediChoice option
would be selected by the seniors, not the Gov-
ernment. Seniors would choose a complete
plan with its medical providers in return for
more benefits. Unlike the traditional Medicare,
they could choose less out-of-pocket ex-
penses for coinsurance and deductibles, out-
patient prescriptions drugs, eyeglasses and
hearing aids.

A third option would allow seniors to take
complete control of their health care with
MediSave, a kind of medical savings account.
The Government would pay for a catastrophic
illness policy. Seniors would draw the remain-
ing balance of their benefits from an account
to pay a significant portion of their deductible.
The high deductible policy would have no
copayments, limiting seniors’ out-of-pocket
costs.

No one would be denied coverage due to ill-
ness or preexisting conditions. Every plan par-
ticipating in Medicare must take all applicants
and allow everyone to stay in a plan as long
as they want. Seniors would not only keep
their health care, but it would be better and
stable for years.

I’ve heard countless horror stories about
waste, fraud, and abuse in the Medicare sys-
tem. The act would remedy that in part by re-
warding recipients who report misuse of tradi-
tional Medicare. It also would require private
Medicare plans to set up a toll-free phoneline
to receive billing complaints. And it would im-
pose strict penalties on anyone who defrauds
Medicare. Furthermore, it would compel facili-
ties to give patients cost estimates to guard
against later bill padding.

Giving seniors more flexibility and control of
their health care is critical. Our seniors’ future
should be controlled by them, not the Federal
Government. Simply fretting about the system
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will not help Medicare survive into the next
century.

When we are engaged in the predictable
political wrangling over this important issue,
we must never lose sight of our ultimate goal:
A health care system that delivers the best
possible service to our seniors.

Mrs. FOWLER. Mr. Chairman, in emergency
rooms, medical teams frequently have to use
what are called heroic measures to resuscitate
someone who’s dying. This week in Congress,
we are trying to rescue our desperately ill
Medicare system, and H.R. 2425 is the heroic
measure that will save the patient.

H.R. 2425 clamps down on overpayments,
fraud, and abuse. It provides new choices for
seniors, like medical savings accounts, pro-
vider service networks, and private health in-
surance, but not force them into change.

Some have said that Republicans are cut-
ting Medicare to pay for a tax cut for the rich.
Wrong on both counts. The tax cut was paid
for long ago—and we are not cutting Medi-
care. Spending per beneficiary will continue to
increase by nearly $2,000 per beneficiary over
the next 7 years.

Scare tactics and lies will not save the Med-
icare system, but working together and pass-
ing the Medicare Preservation Act will keep
Medicare strong and healthy for us and our
children.

Mr. GILMAN. Mr. Chairman, I rise today in
support of H.R. 2425, the Medicare Preserva-
tion Act. I would like to commend the gen-
tleman from Texas [Mr. ARCHER] for introduc-
ing this important measure.

Over the past months, I have heard from
many of my constituents concerned about cut-
ting the Medicare program. Unfortunately,
there have been a number of mediscare critics
misrepresenting the current Medicare reform
proposals.

H.R. 2425 overhauls the current Medicare
system and slows its growth to achieve a pro-
jected $270 billion in savings over 7 years. It
limits increases in payments to hospitals—ex-
cept for rural hospitals—to save over $130 bil-
lion to keep the Medicare part A hospital in-
surance [HI] trust fund solvent until fiscal year
2010. It freezes the part B premium at 31.4
percent of program costs and restructures
payments to providers. Additionally, the bill
contains a lock-box mechanism that places all
savings from part B into a Medicare preserva-
tion trust fund and prohibits any transfers to
pay for future tax cuts.

In order to clear the record, please bear in
mind that H.R. 2425 contains a number of fun-
damental reforms to provide beneficiaries with
a broader range of health care choices and
strengthens the existing program.

Specifically, the Medicare reform bill: First,
establishes a Medicare plus program that al-
lows beneficiaries to enroll in a range of pri-
vate or employer-based health plans, including
managed care plans, traditional fee-for-service
plans, or high deductible insurance/medical
savings accounts; second, allows health care
providers to establish provider-sponsored or-
ganizations that can offer Medicare plus prod-
ucts; third, establishes a Commission to rec-
ommend long-term structural changes to pre-
serve and protect Medicare when the baby
boom generation begins retiring in 2010;
fourth, strengthens Federal efforts to combat
fraud and abuse in the Medicare program;
fifth, eases or eliminates regulations banning
physician self-referrals; sixth, reforms medical

malpractice law; seventh, establishes a pro-
spective payment system for home health
services; eighth, creates a separate new trust
fund, funded from both Medicare and the Fed-
eral Treasury, to finance teaching hospitals
and graduate medical education programs;
and ninth, creates a fail-save budget seques-
tration mechanism to reduce Medicare fee-for-
service spending if budget targets are not met.

It is urgent for Congress to address the
Medicare crisis. The administration’s Medicare
board of trustees reported on April 3 that
under current policies, the hospital insurance
trust fund—Medicare part A—which pays for
inpatient hospital care and other related care
for those age 65 and over as well as the long-
term disabled, will be bankrupt by the year
2002, unless the system is reformed.

It is, therefore, critically important that Con-
gress and the President take immediate action
to preserve, protect, and improve Medicare
not only for those who rely on the program
now, but for those of us who expect to begin
receiving benefits in the years ahead. One
thing is certain: doing nothing will guarantee
the bankruptcy of the program and will lead to
a major health care crisis for millions of senior
citizens.

Regrettably, practitioners are promoting
mediscare rather than trying to work with the
Congress to preserve, protect, and improve
Medicare, using the Medicare reform debate
as a tool to scare our seniors into believing
that Medicare spending will be severely cut.
On the contrary, payments made to help sen-
iors will go up, not down. Medicare spending
per beneficiary will increase by almost $2,000
from $4,800 to $6,700 over the next 7 years.

Although I support H.R. 2425, I do have res-
ervations about the bill. I feel that this bill does
not help my district hospitals from experienc-
ing financial hardship. I hope that as we
progress through our efforts to reform the ail-
ing Medicare system, we will further look to
find ways to help hospitals that have received
unfair reimbursements under the current geo-
graphic reclassification regulations.

Mr. Chairman, whenever Americans have
faced a crisis, we have come together as a
nation to solve our problems. The problems
facing Medicare are serious, but can be re-
solved if we keep an open mind and are all
willing to do our part to protect, preserve, and
improve Medicare. We must do it for our cur-
rent recipients and for future generations.

Accordingly, I support H.R. 2425, and urge
my colleagues to vote in favor of it.

Mrs. MINK. Mr. Chairman, 30 years ago I
had the great privilege of voting for the Medi-
care program. It has changed the character
and quality of life for all seniors over 65 years
of age, and has allowed their children to build
their lives without the fear of costly illnesses of
their parents which could consume all their
earnings and savings. The Medicare program
has liberated families and allowed the elderly
and their children the freedom of knowing that
the best health care would be made available.
It placed the cost of hospital care in part A on
all the working people and their employers by
assessing a payroll tax of 1.45 percent on the
worker and on the employer. This part A is
what the trustees report indicated will be in fi-
nancial trouble in the year 2002.

Let us understand that the Medicare trust-
ees have reported previously, eight times in
fact, that part A hospital care was in fiscal dif-
ficulty. And each time the Congress re-

sponded and fixed the payment structure for
the providers. This trustee’s report is no dif-
ferent. The Congress should not rush to a
‘‘fix’’ which will jeopardize the health security
that has been guaranteed these past 30
years.

I say ‘‘rush to a fix’’, because that is exactly
what has been the process followed by the
Republican majority. Without a single day of
hearings by either Committees of jurisdiction
this bill is being rammed through. No one has
read this bill. They could not have, because it
was only put into final form late last night.

For all the declamation that the Republicans
seek only to ‘‘save’’ Medicare from bank-
ruptcy, why do we have to vote on a bill that
has not been read, has not been published for
the public to read and comment on, and has
not been analyzed? The fine print has been
written in secret with various special interest
groups, like the American Medical Association.

The process is outrageous. I could not pos-
sibly vote for a bill that has not seen the sun-
shine of public scrutiny.

The Republican strategy is to seize upon
the trustees report as though it justifies this
radical reversal of guarantees for medical care
without even one day of hearings. If the Re-
publican majority truly believe the course of
action they are pursuing is good for the sys-
tem, then they should be willing to allow it to
be reviewed, analyzed and objectively studied
by all parties affected, and not only a select
few.

Second, one of the most serious concerns
that I have about the estimated cuts of $270
billion is that it will penalize the poorest and
the sickest of our seniors. These brutal cuts
are not needed. They are proposed because
the Republicans had to come up with ‘‘sav-
ings’’ in Federal spending to balance the
budget which they are committed to do by the
year 2002.

The reason they had to come up with this
large cut in spending in Medicare is because
the deficit is $245 billion larger than when you
started. The increase in the deficit by $245 bil-
lion is due to your tax cuts by this amount. If
you cut taxes by $245 billion, obviously you
have that much less revenues, that much
more deficit, and that much more red ink.

In order to cover this loss of revenue the
Republican majority had to find programs that
they could cut in order to have a balanced
budget by the year 2002. They cut here, and
they cut there, but nowhere were there funds
to cover this enormous tax revenue giveaway.
And so their budget ax turned to Medicare. It
was not to save the solvency of Medicare. It
was to meet the goal of balancing the budget
by the year 2002. Let no one fool you into
thinking that this cut of $270 billion in Medi-
care is needed to ‘‘save’’ Medicare from bank-
ruptcy. This Medicare cut is to balance the
budget deficit because of tax giveaways of
$245 billion, more than half of which go to per-
sons who have taxable incomes in excess of
$100,000.

If the Republican tax plan did not have
these $245 billion of tax cuts, the budget
would have a $245 billion surplus. If the budg-
et had a $245 billion surplus there would not
be any need to cut Medicare.

The connection between the tax cut for the
very wealthy people and the cuts in Medicare
funding are directly related. Without the
former, there would not need to be the latter.

Third, last year when we were debating the
Universal Health Care plan for all Americans,
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we all knew that with rising health care costs
it was imperative that we act to rein in these
costs. This was the central motivation for the
President’s initiative. We held months of hear-
ings in three committees on these proposals.
It was fully debated. It failed to pass. No one
can say that Democrats were blind to the
need for reform, the need for change, and the
need to cut costs of medical care. We are re-
corded in favor of health care reform. But not
a reform bill that was written in the dark, in se-
cret, without any of us really knowing what the
impact will be on our elderly, on our existing
health care providers, and on the quality of
health care.

Fourth, the real cost savings in Medicare is
in routing out fraud and abuse. This is the
place for the Federal Government to move in
and crack down on the abuse. It has been
noted that we could save $80 billion over a 7-
year period if we installed tougher rules and
regulations to rout out fraud and abuse. In-
stead we are now advised by the Justice De-
partment that indeed the Republican bill will
make it easier to commit fraud and get away
with it. How do we know? No one saw the bill
to read it until last night. Most of us only saw
the bill this morning.

Why are the majority Members of this
House afraid to have their ideas aired in the
open and subject to public scrutiny?

Fifth, I am very concerned that the rural
hospitals and clinics in my district will be
forced to close. Why can’t we have full hear-
ings before this catastrophe occurs? I rep-
resent rural communities for whom life and
death depends on the ability of these health
facilities to survive.

Sixth, in 1993 the Congress passed a law
that said that the cost of Medicare part B, doc-
tors and laboratory services, would be paid by
enrollees at the rate of 25 percent of the costs
of the program. The Federal Government paid
75 percent of the cost of part B. The Repub-
lican bill before us today raises this premium
charge paid by the enrollee to 31.5 percent of
the total cost. Without cost controls, this
means that the amount of money that the en-
rollee has to pay will rise astronomically. If the
cost of doctor’s care rises, the 31.5 percent
that has to be paid by the enrollee must also
rise. The failure of the Republican plan is that
it does nothing to curb the rising costs of
health care.

Seventh, the Republicans like to argue that
they are not cutting funding only reducing the
percentage of increase. In point of fact the Re-
publican plan restricts the growth rate to 4.9
percent whereas the private sector estimates
the growth rate of costs of health care at 7.1
percent. That is the major source of cuts. Any
time your family budget has a 2.2-percent
shortfall of earnings you know that you will
have to cut how you spend. Accordingly under
the restrictions of only 4.9 percent growth in
Medicare costs, there is no other conclusion to
be reached than that benefits will have to be
cut and that the restrictions will shrink the re-
imbursements to providers and many Medi-
care beneficiaries will find themselves without
any provider at all. This unrealistic restriction
of the rate of growth is the real culprit. More
people are going to reach 65 years of age.
Health care costs are going to rise. A cap on
the costs means benefits will have to be cut.

Eighth, as these changes are being made,
the possibility that the quality of health care
will be lowered is great. There will be less
safeguards. Even under this cloud, the Repub-
lican plan enacts limits of liability for negligent
and faulty medical care. Remember that pa-
tient who went into the operating room expect-
ing that his left leg would be amputated, and
woke up in his room with his good right leg
gone. His left leg was so badly infected that it
too had to be amputated, leaving him without
any legs at all. Do you honestly think that hav-
ing this doctor and hospital pay him $250,000
is adequate compensation for his loss? He is
elderly and has no economic losses which
could be used to treble his award. This bill has
a $250,000 liability limit. This is unfair to the
public. It is another reason I cannot vote for
this bill.

From the mail I have received, there are a
myriad of other provisions in this bill, that re-
quire further review. I cannot answer the ques-
tion posed. No one can. It would be irrespon-
sible to vote for this bill.

This is a day the Republican majority will
have to answer for in the years ahead. As the
tragic consequences enfold over the next 7
years, seniors will die before their time, and as
rural hospitals close all persons living in those
areas will die before their time. This is not a
historic day. It is a sad day in the history of
America.

Mr. EMERSON. Mr. Chairman, the choice
before Congress today is clear. We can act
now to preserve and strengthen Medicare as
the President’s own Medicare Trustees rec-
ommend, or we can do nothing and let Medi-
care go bankrupt in less than 7 years. Clearly,
it would be the height of irresponsibility to let
Medicare go broke. We have an absolute obli-
gation to America’s senior citizens to save
Medicare, and I am pleased that Congress is
working to do just that.

The Medicare Preservation Act will save
Medicare without cutting benefits or increasing
seniors’ out-of-pocket costs. This year, Medi-
care per beneficiary spending averages about
$4,800. This amount will increase to $6,700
per beneficiary under our plan.

Much has been made in this debate about
process. I believe the Medicare Preservation
Act is a good example of what the legislative
process is all about—taking a bill and making
it better.

For example, after meetings and discus-
sions with the leadership, we have secured
important rural funding changes to better
serve rural citizens. As a senior member of
the Rural Health Care Coalition, I am pleased
that this Medicare reform package will signifi-
cantly boost Medicare reimbursement rates to
rural counties, like those in Southern Missouri.
We all know that rural America faces unique
health care challenges, and our plan responds
by changing a Medicare reimbursement for-
mula to attract more doctors and health care
provider options to rural areas. Much work re-
mains to be done to improve health care qual-
ity and access in rural regions, and our Medi-
care preservation plan is a leap in the right di-
rection. I look forward to working with the Sen-
ate to see that the legislative process contin-
ues to move the plan to save Medicare for-
ward.

The Medicare Prevention Act also gets
tough on abuse, fraud and waste in the Medi-

care program. Seniors who report a verifiable
incident of abuse, fraud or waste will receive
a financial reward. Criminal and civil penalties
will also be strengthened for anyone caught
defrauding Medicare. Cleaning up the program
is one of the best ways to save Medicare with-
out cutting benefits.

The Medicare Preservation Act lives up to
the obligation we in Congress owe to Ameri-
ca’s seniors. We have a non-negotiable re-
sponsibility to ensure that Medicare meets the
health care needs of seniors who have worked
hard all of their lives and contributed their
share for health security. Our plan preserves,
protects and strengthens Medicare for the next
generation, as opposed to the President and
his liberal allies in Congress, who offer a dis-
ingenuous press release to Band-Aid Medi-
care until the next election.

Mr. OWENS. Mr. Chairman, this bill takes
us back to a time when the elderly expected
to live in poverty sooner or later because of
mounting health care bills they could ill afford
to pay. Thirty years ago, with the swipe of a
pen, President Johnson erased such fears of
impoverishment, working with a Democratic
Congress to overcome a hostile Republican
minority. Our Government made a solemn
promise to our senior citizens back then, but
now the new Republican majority is proposing
to break that contract with our seniors and
make them live in fear once again.

The $270 billion that the Republicans pro-
pose to cut from Medicare will buy them their
$245 billion tax cut for the rich, $51 billion of
which will go directly into the coffers of large
corporations. It is sad that the Republicans’
priorities are so upside down. If they were to
reduce corporate subsidies by the same per-
centage as the budget as a whole, as called
for in the budget resolution, they would need
to take $122 billion over 7 years from the
pockets of the Fortune 500 fat cats free-
loaders. Obviously, that won’t happen.

Instead, America’s seniors will pay $400
more in premiums each year by the year
2002. My home State of New York will lose
$25 billion—$650 million from my district
alone. And these figures don’t even begin to
tell the horror story that will result from the
Medicaid cuts the Republicans will inflict upon
the American people next week. Those cuts
will be neatly buried in the budget reconcili-
ation package, as the Grand Old Party re-
moves the final shreds of dignity that the poor-
est of the poor have left.

Deep cuts in Medicare will expel seniors out
of nursing homes or bankrupt their families
who will have to pay for $40,000 a year nurs-
ing home bills . Not only will seniors be forced
to pay more money for fewer services, they
also will have to give up their own doctors as
they are herded into HMO’s. Finally, many
hospital officials have predicted that up to 25
percent of all hospitals could close their doors
because of these Republican Medicare cut-
backs.

Mr. Chairman, I am submitting for the record
a chart showing the billions of dollars that hos-
pitals, nursing homes, and home health care
agencies in my district will lose so that my
constituents can see the negative impact that
Republican Medicare and Medicaid cuts will
have on the quality of health care services
they receive.
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PRELIMINARY ANALYSIS OF THE HOUSE AND SENATE MEDICARE REFORM PROPOSAL ON NEW YORK STATE

[7-YEAR IMPACT 1996 TO 2002—LOSSES IN $MILLIONS]

District Representative Type of facility Facility name

Medicaid-Federal
funds

Medicare

House Senate House Senate Budget cap/
lookback

11 ........................................ Major R. Owens ................ Hospitals ........................... Catholic medical center (St. Mary’s of Brooklyn division ..................................................... $122.9 $136.3 $31.0 $32.7 $6.1 to $16.2
HHC (Kings County Hospital Center) ..................................................................................... 376.5 429.1 59.5 50.0 5.3 to 14.0
Interfaith Medical Center (All Divisions) ............................................................................... 114.6 142.6 71.9 56.5 8.5 to 22.5
Kingsbrook Jewish Medical Center ......................................................................................... 44.6 38.1 74.4 57.7 10.7 to 28.4
University Hospital of Brooklyn .............................................................................................. 79.5 77.0 93.1 71.9 11.4 to 30.4

Nursing homes 1 ............... Carlton Nursing Home Inc ...................................................................................................... 8.2 6.4
Caton Park Nursing Home ...................................................................................................... 6.8 5.3
Center for Nursing & Rehabilitation Inc ............................................................................... 24.2 18.7
Dover Nursing Home ............................................................................................................... 2.3 1.7
Flatbush Manor Care Center .................................................................................................. 12.7 9.8
Madonna Residence ............................................................................................................... 17.3 13.3
Marcus Garvey Nursing Home Company Inc ......................................................................... 18.4 14.2
NY Congregational Home for the Aged .................................................................................. 4.1 3.1
Oxford Nursing Home ............................................................................................................. 12.8 9.9
Prospect Park Nursing Home ................................................................................................. 11.4 8.8
Rutland Nursing Home Co. Inc .............................................................................................. 47.9 37.1

Certified home health 1 .... Interfaith Med Ctr/Jewish Hosp Med Ctr of Brooklyn Home Care Dept ................................ 1.0 0.8
Kingsbrook Jewish Medical Center Home Care Department .................................................. 2.9 2.3
St. Mary’s Hospital of Brooklyn Inc. Home Care Department ............................................... 17.0 13.1
The Brooklyn Hospital Center Home Health Services Division .............................................. 3.2 2.5
Visiting Nurse Association of Brooklyn, Inc ........................................................................... 15.3 11.8

Long term home health 1 . St. Mary’s Hospital of Brooklyn .............................................................................................. 11.0 8.5
Visiting Nurse Association of Brooklyn Inc ............................................................................ 15.4 11.9

1 Insufficient Medicare data to estimate facility-and agency-specific impacts.

Mr. HEINEMAN. Mr. Chairman, I rise today
as a 65-year-old citizen on Medicare. I speak
not only for myself today, but I speak for the
millions of seniors in our country who depend
on Medicare. I also speak for my children and
grandchildren who will one day need a finan-
cially sound Medicare system.

Mr. Chairman, as a senior citizen I have
been very disturbed by all the rhetoric, scare
tactics and fear which have been injected into
the Medicare debate. People who use these
negative tactics are wrong. They are not being
truthful in addressing the problem we have
with Medicare. It is a simple fact. In 7 years,
in the year 2002, the system will go broke un-
less it is reformed.

The Medicare Preservation Act will save the
Medicare Program $270 billion—savings which
will go directly into the Medicare Program by
law.

The President knows the problem. In 1993,
Bill Clinton said, and I quote ‘‘I will rec-
ommend reducing the growth of spending in
Medicare dramatically and in Medicaid. This
will not be a cut. Don’t let people tell you it is
a cut. We simply have to reduce this incred-
ible rate of spending to save the system.’’ I
agree with Bill Clinton—he is right.

While the House Democratic leadership of-
fered no plan, our Democratic colleagues in
the other body finally put out their version of
a plan to reform Medicare. It saves $90 billion.
It has one problem—it simply delays the date
of bankruptcy for 3 years beyond 2002.

The Medicare Preservation Act will increase
per beneficiary spending from $4,800 to
$6,700 in 2002. Seniors will stay in the current
Medicare system—with no increases in
deductibles or copayments—unless they
choose MedicarePlus. If a senior chooses
MedicarePlus he or she will be able to choose
from a variety of plans, with different benefit
options. The Medicare Preservation Act also
attacks waste, fraud, and abuse and rewards
seniors who help weed out fraud.

Let’s stop playing politics with Medicare. It is
too important for our senior citizens; they de-
serve better.

I urge my colleagues on both sides of the
aisle to reject the rhetoric and start dealing
with reality. Vote for H.R. 2425, support our
senior citizens and save Medicare.

[From the Raleigh News & Observer, Oct. 16,
1995]

DEMOCRATS HOPE THAT SCARING GRANNY
WILL BRING VOTES

(By Rob Christensen)
There’s a new soap opera on the tube these

days: a political commercial paid for by the
Teamsters and aimed at Republican Rep.
Fred Heineman.

A middle-aged couple stand in their kitch-
en, fretting. Hubby says he can’t believe how
the Republicans want to cut Medicare just to
give a tax break to the rich. The Mrs. says
she might have to quit her job to take care
of Granny if the cuts go through.

Meanwhile, Granny is eavesdropping in the
dining room, an anguished look on her face.

The commercial nearly brought tears to
my eyes. I wanted to reach out, pat her on
the arm and say: ‘‘It’s all right, Granny. The
Democrats will take care of you.’’

The TV ad is part of a national campaign
by the Democratic Party and its allies to
portray the Republicans in Congress as a
group of cold-hearted rich folks who want to
deny the elderly crutches and walkers so
they can buy a nicer Mercedes.

The reason for the Democratic public rela-
tions blitz is a GOP plan making its way
through Congress to reduce projected spend-
ing for Medicare by $270 billion during the
next seven years.

At a forum at Durham’s Preiss-Steele
Place the other day, the Democratic Party
rolled out some of its biggest guns to attack
the Republican Medicare plan.

‘‘Insane,’’ Dick Gephardt, the House Demo-
cratic leader, said of the GOP Medicare pro-
posal. ‘‘A tax cut for the wealthy,’’ said Rep.
Eva Clayton. ‘‘Extreme cuts,’’ said Rep. Mel
Watt.

To put a nice face on the Democratic at-
tacks, let’s call it political hyperbole. It’s a
good example of why Congress finds it so dif-
ficult to balance the federal budget and re-
duce the huge debt.

What the Democrats fail to mention is
that the Republican plan proposes to IN-
CREASE Medicare, not cut it.

The GOP plans calls for a slowing of Medi-
care’s annual growth from 10 percent per
year to 6.4 percent.

In 1994, we spent $160 billion on Medicare.
If left unchanged, annual Medicare costs are
projected to rise to $345 billion by 2002.
Under the GOP plan, Medicare spending
would increase to $247 billion per year by
2002, an INCREASE of 54 percent.

Of the $270 billion in Medicare growth re-
ductions in the GOP plan, about $200 billion

is designed to limit the growth in payments
to hospitals and doctors.

That’s not to say the Republican plan
won’t cause pain. It will lead to higher pre-
miums, less choice in doctors and other new
restrictions on coverage. It could cause hos-
pitals heavily dependent on Medicare and
Medicaid to close—especially the hospitals
serving the poor in inner cities or rural
areas.

But some pain is necessary if we are to
stem the tide of red ink and to prevent the
Medicare program from growing broke.

Nearly every serious examination of the
federal budget deficit has concluded that we
must slow the growth of the huge entitle-
ment programs such as Social Security and
Medicare.

People are living longer. Medicine and
medical treatment is becoming more expen-
sive. In 1965, 14 percent of the federal budget
went for Social Security and Medicare.
Today, it’s more than one-third.

If you rule out a tax increase, the only re-
alistic way to balance the budget is to slow
the tremendous growth in such entitlement
programs as Medicare, Medicaid and Social
Security, said Dick Stubbing, a public policy
professor at Duke University and a federal
budget expert.

Scaring Granny has always been a political
winner for the Democrats.

Much of the public has never trusted the
Republicans to protect social programs. So-
cial Security and Medicare were passed by
Democratic liberals—under the leadership of
Franklin Roosevelt and Lyndon Johnson—
over the opposition of conservative Repub-
licans who decried such programs as social-
ism. According to a recent Times-Mirror
poll, 45 percent of those surveyed trusted the
Democrats to reform the Medicare program,
while 32 percent trusted the Republicans.

‘‘Some who are pushing for current Medi-
care plan are of the same view as those who
fought the creation of Medicare in 1965 and
in 1995 are trying to deny the comforts our
senior citizens,’’ Clayton told the Preiss-
Steele residents in Durham. ‘‘Should they be
trusted? I think not.’’

The Democrats are trying to tie Medicare
growth cutbacks to $245 billion in tax cuts
the Republicans are pushing. But the pro-
posed tax cuts, which would be like pouring
gasoline on the roaring fire of the federal
debt, are a separate issue.

Of course, the Democrats did not invent
political demagoguery. Most recently, the
Republicans did their part to scare the elder-
ly and everyone else when they distorted the
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Clinton administration’s health care pro-
posal.

But for the moment, it’s the Republicans
who are trying to do right—and the Demo-
crats who are trying to scare Granny.

[From the Herald-Sun, Oct. 17, 1995]
GIVE GOP CREDIT FOR IDEAS

However much one might quibble with the
way the GOP in Congress is bearing down on
the Federal deficit, this must be said: At
least somebody in Washington is trying to
lasso those dollar-gorging entitlement pro-
grams.

Everybody knows that entitlements—So-
cial Security, Medicare, Medicaid and so
on—are the arch stones of a balanced budget.
Unless these programs are brought under
control, they will literally bankrupt the
United States. It’s that simple, and it’s that
serious.

Democrats on Capitol Hill do the country
and themselves a disservice by running
around and screaming that the GOP in effect
plans to cast the elderly loose on ice floes,
Fling that $270 billion ‘‘cut’’ in Medicare
spending over the next seven years out to a
chapter of the AARP, and the gasps will
come on cue.

In fact, even under the GOP plan, federal
outlays for Medicare and Medicaid are ex-
pected to rise through the year 2002. How-
ever, the rate of increase will be slowed, and
that’s where much of the projected $270 bil-
lion in savings will come from.

Somehow, this part of the GOP plan never
gets beyond the Democrats’ gatekeepers.

This is not to say, though, that the GOP
plan is above criticism. Converting Medicaid
into a block-grant program for the states is
a risky venture, especially for poor states. If
the block grant money runs out, the states
will have to come up with the balance—not
an easy thing to do in North Carolina,
Maine, Mississippi, New Mexico and other
low-wage states.

Furthermore, the GOP plan scraps an im-
portant law that prohibits physicians from
‘‘double dipping’’ their patients. Double-dip-
ping occurs when a physician charges pa-
tients for blood work and other tests done at
a laboratory in which the physician has a fi-
nancial stake. The law came about a few
years ago in response to widespread abuses
in such arrangements, but the GOP promised
last week to toss it out in return for the
American Medical Association’s endorse-
ment of the reform plan.

If the Democrats have a straight-flying
arrow in their quiver, it’s their criticism of
the GOP’s proposed $245 billion tax cut. The
leadership of both houses of Congress has
signed off on the cut. Reducing entitlement
spending while cutting taxes has all the fla-
vor of guns and butter. It would be far better
to get a grip on entitlement programs, then
go for tax cuts.

As we said, quibbles. The GOP seized the
initiative in this struggle a year ago, and
seems likely to keep it. The Democrats—yes,
there are some still left in Congress—have
only themselves to blame for their impo-
tence.

Mr. HILLEARY. Mr. Chairman I rise in sup-
port of H.R. 2425—the Medicare Preservation
Act and encourage my colleagues to do the
same. This issue is so important to so many
people, it should be above partisan politics,
misinformation, and lies.

Throughout this autumn’s important debate
on how to save Medicare from bankruptcy, op-
ponents of the Republican plan have used
one—and only one—argument against the
plan: The Republicans are cutting Medicare to
pay for tax cuts for the rich. This is the same
hollow rhetoric, based on class envy, that was

soundly rejected at the polls in last year’s his-
toric elections. And of course, this year’s rhet-
oric is just as untrue as it has been in pre-
vious years.

This issue is so important to so many peo-
ple, it should be above partisan politics, misin-
formation, and lies. But because the American
people deserve to know what’s really going
on, it has become necessary for Republicans
to respond to these false claims.

Let’s analyze the sole argument Democrat
critics have used in this debate: The Repub-
licans are cutting Medicare to pay for tax cuts
for the rich. There are three distinct parts to
this statement, and all three of them are com-
pletely false. In this World Series season, they
hope to convert these pitches into a home run,
but all they do is strike out. Big Time.

Pitch 1: ‘‘The Republicans are cutting Medi-
care . . .’’ This is simply not true. Any way
you slice it, more money will be spent on Med-
icare every single year. If Republican reforms
are enacted, overall spending will rise from
$161 billion this year to $274 billion in 2002.
The average Medicare recipient will receive
$4,800 in benefits this year, and the average
recipient will receive $6,700 7 years from now.

What Republicans are doing is containing
the current growth rate of 10.5 percent, which
is unsustainable and will bankrupt the Medi-
care system in 7 years. The good news is that
we can save the program from bankruptcy by
limiting growth to approximately 6 percent a
year. This comes to roughly a 40 percent in-
crease over the next 7 years. Only in Wash-
ington is a 40-percent spending increase con-
sidered a cut. Strike One.

Pitch 2: ‘‘. . . to pay for tax cuts . . .’’ The
fact is that every red cent of Medicare savings
will go directly to the Medicare trust fund, and
not one penny will go to pay for tax cuts of
any kind. To make this perfectly clear, the
Ways and Means Committee adopted a
lockbox amendment which specifically states
that all Medicare savings must be used to
make the system solvent, and not to pay for
tax cuts. There is absolutely no link between
Republican efforts to save Medicare and to
lower taxes.

The House passed its tax reform bill last
spring, and every one of those cuts were paid
for at the time by cutting wasteful spending in
other areas. Also, even if the budget were al-
ready balanced, and the tax burden were at
an acceptable level, Medicare would still have
to be saved from bankruptcy. In other words,
the Medicare trust fund would be broke in 7
years no matter what kind of income tax policy
we have. Strike Two.

Pitch 3: ‘‘. . . for the rich.’’ By now, it
should be clear that Republicans are not cut-
ting Medicare, and that Medicare reform is un-
related to tax reform. The third piece of misin-
formation in the Democrats’ one-sentence
Medicare strategy is that our tax reform pack-
age is geared toward the wealthy.

The truth is that if the House-passed tax re-
form bill becomes law, the rich will pay a larg-
er share of taxes. According to the Joint Eco-
nomic Committee, the richest 10 percent will
pay 48.6 percent of all taxes—up from the cur-
rent 46.6 percent. Moreover, the top 1 percent
will pay 18.2 percent—up from the currently
18 percent.

The idea that the Republican tax reform bill
unfairly benefits the rich is simply ridiculous.
The centerpiece of our package is the $500-
per-child tax credit, of which 74 percent of the

credit will go to families which make less than
$75,000 a year. This credit also means that
families earning less than $25,000 will not pay
any Federal taxes, and those earning $30,000
will see a 48 percent Federal tax cut.

Other aspects of our tax package include a
capital gains tax cut—77 percent of bene-
ficiaries will be families that earn less than
$75,000, a repeal of President Clinton’s tax on
Social Security benefits, and an adoption tax
credit to families making less than $60,000 a
year.

Obviously, any claim that Republican middle
class tax cuts are aimed at the rich is inac-
curate to say the least. Moreover, if the Re-
publican Medicare reform plan is passed, the
wealthiest seniors will have to pay a greater
percentage of their Medicare premiums, while
middle income recipients will pay the same
share—31.5 percent—that they are paying
now. Strike Three. This last false claim com-
pletes the strikeout in the Democrats’ attempt
to hit a home run with ideas they should have
retired years ago.

Perhaps the most destructive result of
spreading false information and using class
warfare tactics is that they purposely divide
Americans at a time when we need to try to
bring people back together. Instead of spread-
ing misinformation and envy, we should be
having an honest debate about how we can
make all Americans healthier and more finan-
cially stable in their old age. Anything less is
just plain wrong, and I hope that the Clinton
Democrats decide to put aside their class war-
fare and join us in an honest debate very
soon. I believe this bill is a step in the right di-
rection and I’m proud to support it.

Mr. BUNNING. Mr. Chairman, I rise in sup-
port of the Medicare Preservation Act. It’s a
good bill.

It preserves Medicare—it strengthens Medi-
care.

It keeps Medicare from going bankrupt. And
best of all it gives senior citizens more op-
tions—more choices.

I think you will all agree that Members of the
U.S. Congress have a pretty good health care
system.

We get a booklet every year that lists the
options available to us—insurance plans or
PPO’s and HMO’s. We get a wide range of
choices. We can pick a plan that suits our
needs and our family’s needs. It’s a pretty
good deal.

I have enrolled in a PPO. I still get to see
my family doctor. I show him this card and my
office visit only costs me $10. And I have this
other card that I can take to the drug store
and pick up my prescription medicine and no
matter how much it costs, I only pay $10.

It’s a pretty good deal.
This Medicare reform bill that we are con-

sidering today gives the senior citizens of our
country the same kind of options that Mem-
bers of Congress now have. It will give them
the same kind of choices we have.

That’s the beauty of this bill. We save Medi-
care. We strengthen Medicare and on top of
it all, we make Medicare better.

We are going to hear a lot of outrageous
rhetoric about how we are slashing benefits.
That’s hogwash. It’s political hogwash. And I,
for one, think that this program is a little too
important to play political games with.

This bill is a good bill. It gives senior citi-
zens the same kind of health care that Mem-
bers of Congress enjoy now. That’s a pretty
good deal for everybody.
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We don’t cut benefits for senior citizens. Our

bill doesn’t increase copayments. It doesn’t in-
crease deductibles.

It increases the average amount of money
that Medicare spends on every beneficiary by
nearly $2,000 over the next 7 years.

Sure we slow the growth rate. If we don’t
slow the growth rate of Medicare spending,
Medicare will bounce over the cliff to bank-
ruptcy in just a few years.

Ten percent growth rates simply cannot be
sustained. Everybody knows that. And our bill
slows the growth rate to 61⁄2 percent. But that
is still growth. It is not a cut.

It is not a cut because we slow the rate of
growth in Medicare spending by providing
more choices, not by cutting benefits.

By providing more options—more choices—
we introduce competition into Medicare. We
put private sector ideas to work. We inject the
free enterprise system into the Medicare sys-
tem. It will make it more efficient and more
cost-effective.

At the same time, if someone is happy with
Medicare just the way it is; if someone is a lit-
tle nervous about trying something new; if they
are happy with the traditional fee for service
and don’t want to change, they can keep their
existing Medicare plan.

Our bill doesn’t force anybody to change. It
doesn’t force anyone to join an HMO if they
don’t want to. It doesn’t force them to change
doctors or hospitals or anything. Anyone who
likes Medicare just the way it is can keep
going along just like they have been.

People like this—people who don’t want to
change Medicare—should like this bill too. It
preserves Medicare and traditional fee for
service for them. It keeps Medicare from going
bankrupt.

We are not in a situation where we can stick
our heads in the sand and say don’t change
anything, don’t touch Medicare. If we do noth-
ing, Medicare will go bankrupt in 7 years.

President Clinton’s appointees who serve as
trustees to the Medicare trust fund have told
us that we need to make changes to keep the
program solvent. We can’t do nothing. Medi-
care is far too important to too many people.

The Democrats in Congress want to stick
their heads in the sand. The President wants
to stick his head in the sand. They know full
well that we are doing the right thing. They
know full well that Medicare needs fixing. But
they would rather play political games.

They know they can win political points by
crying wolf, by saying that Republicans are
cutting Medicare to pay for tax cuts for the
rich. They know it isn’t true but they know they
can win points by scaring people who are de-
pendent on Medicare.

Republicans knew there were political risks
when we took on this task. We knew it was
dangerous politically to tackle Medicare’s
problems. It would have been much easier for
us to pretend—like the President—that Medi-
care wasn’t in that bad of shape.

It would have been much easier and safer
politically to slap a band-aid on Medicare like
the President wanted to do.

But we didn’t take the easy way out. Repub-
licans in Congress stepped up to the respon-
sibility of leadership and did the right thing.
We didn’t dodge the issue. And we ended up
with a bill that I think is about as good as pos-
sible.

It might not be perfect. It makes sweeping
changes in a huge program and deals with a

ton of complex issues. And we might have to
go back in next year or the year after and fine
tune it. But this bill provides a good basic
foundation for the long term financial health of
our Medicare Program.

It preserves Medicare. It strengthens Medi-
care. It gives senior citizens the same kind of
choices in health care that Members of Con-
gress have. And it makes Medicare more effi-
cient and more cost-effective.

I urge my colleagues to support and pass
this bill. And I urge the President to quit play-
ing politics with the health care of our senior
citizens and sign this bill when it reaches his
desk.

Ms. SLAUGHTER. Mr. Chairman, I am very
concerned that we are being forced to vote on
this measure—which if enacted would be dev-
astating to the health and well-being of our
seniors—without adequate time for the Amer-
ican public or the Members of this House to
study the bill and learn exactly how the 37 mil-
lion people covered by Medicare will be af-
fected. Such drastic changes to a system as
massive and crucial as Medicare cannot be
responsibly considered with just 3 hours of
floor debate.

We will don’t fully understand the con-
sequences of what this bill will do, but what lit-
tle we do know is looking pretty bad. In addi-
tion to doubling senior’s Medicare payments,
forcing seniors to give up their long-time doc-
tors and shutting millions of infirm Americans
out of nursing homes, there are some little
known provisions that seriously and negatively
affect the health and well-being of our seniors.

Take, for example, the bill’s provisions to
ease the ban on physician self-referrals—that
is, doctors who refer Medicare patients to labs
in which they have a financial stake. We have
long know that this is a situation that is ripe for
abuse. In fact, the HH’s Office of Inspector
General found that patients of referring physi-
cians who owned or invested in independent
clinical labs received 45 percent more services
than all other Medicare patients in general.
And the Consumer Federation of America
found that doctors with a financial interest in
labs ordered 34 percent to 95 percent more
tests than other physicians. And the New Eng-
land Journal of Medicine reported that doctors
who owned imaging devices—like MRI’s, for
example—ordered imaging tests four times
more often than doctors who did not.

That’s why regulations have been imple-
mented to prohibit doctors from sending pa-
tients for tests and services from which the
doctor would profit. The Congressional Budget
Office has estimated that easing this ban on
self-referrals will add another $1.1 billion to
the cost of Medicare, through excessive and
unnecessary testing and services.

Another provision of this bill that deserves a
lot more study and discussion is the section
which would eliminate most Federal regulation
of medical laboratories located in doctors’ of-
fices. These regulations came about after
Congress heard horror stories of patients suf-
fering and dying as a result of inaccurate lab
tests. Most serious were the women who died
from cervical cancer—a disease that is almost
always curable if caught early—because their
Pap smear test were misread.

The fight against waste, fraud and abuse
has earned bipartisan support throughout re-
cent debates on health care financing. But,
cutting vital regulations without giving serious
consideration to the affect on the health and

well-being of millions of our citizens is irre-
sponsible.

Mr. Chairman, it is ludicrous to rush this
enormous and far-reaching legislation through
the House in the hopes that the public won’t
be quick enough to figure out what’s in it. I
urge all my colleagues, in the name of the 37
million senior citizens we represent, to reject
this course of action, and vote against this bill.

Mr. BALLENGER. Mr. Chairman, I rise
today to express my support for H.R. 2425,
the Medicare Preservation Act. Furthermore, I
rise to thank the Members who understood the
urgency of the Medicare Board of Trustees re-
port showing that trust fund reserves will be
fully depleted by 2002 and created a plan to
save it. Unfortunately, President Clinton has
been content to do nothing. I think the mes-
sage is clear folks—Medicare is going broke
and the Republican leadership has undertaken
the task of saving it.

The Republican plan, the Medicare Preser-
vation Act, will not take away Medicare but
rather will protect, preserve, and strengthen it.
We are not cutting Medicare, instead, we are
allowing Medicare to grow at about 6 percent.
Under the Republican budget, spending per
beneficiary will increase from $4,800 to $6,700
over the next 7 years. You will get to keep
your current doctors, and the Government
won’t force you into any plan that you don’t
want to be in. This is your right—to a choice
of doctors, of plans, and to a system that’s se-
cure for current and future retirees. Each year
Medicare beneficiaries will receive a form from
the Government that lists available plans—tra-
ditional Medicare, managed care organiza-
tions, new groups known as provider spon-
sored networks that will be set up by doctors
and hospitals, and medical savings accounts,
where you purchase a high-deductible policy
and the Government deposits money to cover
that deductible in an interest-bearing account.
If you do nothing, you’re automatically enrolled
in traditional Medicare. If you want another
plan, that’s up to you.

Furthermore, to accumulate more savings,
the GOP plan would eventually end the sub-
sidy that goes to wealthy seniors who choose
to remain in the traditional Medicare Program.
Wealthy beneficiaries—single people earning
more than $75,000 a year and couples earn-
ing more than $150,000 a year—would pay
the total cost of their premiums for the doctor
portion of Medicare part B. Projected savings
would be approximately $10 billion.

Our plan also combats fraud and abuse. As
Medicare is designed right now, doctors are
paid for procedures whether or not the patient
needs them. That means the taxpayers get
ripped off, and the Medicare patient doesn’t
get the best care. By allowing providers, hos-
pitals, and insurers to compete for your busi-
ness, the system will root out fraud and abuse
and will squeeze out the waste. Seniors who
find fraud in their bills will be rewarded with a
percentage of the money recovered. In addi-
tion, regulatory relief would allow hospitals
serving the same geographical areas to jointly
plan to provide services and facilities, which
they are currently precluded from doing by
antitrust laws. The intent is to prevent a dupli-
cation of expensive machines and services
and to remove the costly use of an insurance
company or managed care organization as an
intermediary. This would help beneficiaries in
rural areas where there are few managed care
groups.
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I urge all Members to support the Medicare

Preservation Act. With the support of the
American Medical Association [AMA], the Sen-
iors Coalition, U.S. Chambers of Commerce,
the National Taxpayers Union, and millions of
seniors, we are providing Medicare for future
generations.

Mr. COLEMAN. Mr. Chairman, I am privi-
leged to represent El Paso, TX, a community
of approximately 600,000 people. Of this
amount, almost 60,000 people receive Medi-
care. In other words, 10 percent of El Paso’s
population is on Medicare. That is a significant
number. These are significant cuts.

I regret that the majority has not scheduled
more time for hearings nor the ability to review
the plan. The Democratic leadership has been
forced to schedule additional days of hearings
on the only space provided to us, the lawn of
the Capitol, so that the American people can
have a chance to participate in the process
that will affect 37 million of them.

In fact, this back room dealing on the Medi-
care plan has gone so far as to force senior
citizens to stage protests in the Commerce
Committee and be arrested by the Capitol Po-
lice. Also, in an article titled ‘‘Bribes for Doc-
tors’’ the New York Times points out that
Speaker GINGRICH ‘‘brought the American
Medical Association behind his Medicare re-
form program last week by handing out three
concessions.’’ These concessions were not
given in the light of day after debate. No, they
were given in a last minute desperate secret
attempt to reign the AMA in.

I have had over 500 constituents writing or
calling to urge me to oppose these cuts. One
constituent writes:

My wish is that the Democratic Party
would hammer on the fact that President
Clinton wanted health care reform 2 years
ago. . . . The Republican Party bombarded
the air waves stating that if it was not bro-
ken, don’t fix it. It’s ironic that the moment
the Republicans came into office, health
[care] had deteriorated so quickly, that now,
the Republicans are the only solution to
Medicare.

I could not agree more. Not only has the
Republican Party opposed the original drafting
of this legislation, but they have continued to
be antagonistic toward its existence for years.
Now after providing only an outline, we are
supposed to realistically debate the Repub-
lican effort to save Medicare in one day? I
have the same trouble believing this as my
constituent does.

However, I will limit my comments to the
minor details I am aware of regarding this
plan.

PART B PREMIUMS

First and foremost is my problem with the
increase in part B premiums. The plan calls
for a continuation of the 31-percent premium
instead of dropping the level to 25 percent as
current law now dictates. This allows for an in-
crease of almost $700 a year by 2002.

Not one penny of this increase will go to-
ward the part A trust fund. This increase will
only go toward the general fund and can be
used to balance the budget while giving a
$245-billion tax cut to the wealthy.

CHOICE

The outline states that it offers a choice to
seniors in the type of health care organization
they would like to become a part of without
limiting their ability to stay in the traditional
Medicare program.

However, the different choices available to
seniors have not been subjected to a test to

determine if they will save any money. And
plans such as medical savings accounts and
HMO’s are only viable options for wealthy and
relatively healthy senior citizens. Therefore,
these options are only available to the few
seniors who fit that description.

WASTE, FRAUD, AND ABUSE

Waste, fraud, and abuse is the single big-
gest concern of my constituency regarding
Medicare. I have spoken to many El Pasoans
and, by far, the largest complaint regarding
Medicare I have heard is ‘‘Stop the waste and
fraud and you will find the money to support
Medicare.’’

The Republican plan offers only three minor
initiatives, a hotline, making nursing facilities
provide cost estimates, and stiffer penalties for
those found guilty of fraud.

Again, there is no estimate on how much
these programs will actually save and these
measures are not comprehensive enough to
deal with the entrenched problem of fraud and
abuse throughout the system.

EFFECT ON HOSPITALS AND PROVIDERS

The plan also contains significant changes
in assistance to health care providers. I had
previously sent a letter to El Paso hospitals
outlining the possible changes that might
occur under this plan and asked them to illus-
trate how these changes might effect the day
to day functioning of their hospitals. I would
like to illustrate the destructive change this
plan would have by reading one of those let-
ters:

Expected Effects to . . . as a Result of
Medicare and Medicaid Reductions:

Staffing:
If funding is not available, . . . would face

the very real possibility of staff reduction by
as much as 992 positions during the 7 year pe-
riod. We would lose $31,982,080 over the next
7-year period for the El Paso economy.

Clinics:
Our clinics currently operate five days a

week. The reductions would force a 50% cut-
back in operations to 2.5 days a week.

Reduction in Services.
The hospital district’s mandate is to care

for indigent patients and we do not believe
that we could eliminate basic services. A re-
duction in both Medicare and Medicaid dol-
lars would lead to a rationing of resources
that would be manifested in a number of
ways:

1. Eliminate Level One Trauma Services;
2. Reduction of Pharmacy, Physical Ther-

apy and all other outpatient services;
3. Frequent delays in all inpatient services

throughout every area of care.
4. Elimination of elective cases in the oper-

ating room and reserving the operating room
for emergencies only. This would lead to less
funding support to the rest of the hospital
and create a greater need for tax payor [sic]
support.

5. Our current funding for Physician Serv-
ice totaling $5,000,000 could be reduced by as
much as 50% causing us to care for mainly
indigent care patients.

6. Residency Programs: Our current fund-
ing of 148 residents would be reduced by as
much as 60% or to only 59 residents. This
sets the pattern for future physician short-
ages.

The above possibilities could eliminate all
funded patients, putting greater risk on the
tax base. All planned admissions could be de-
layed and the hospital could become one
giant emergency room and triage hospital.

This is just one example of the type of de-
structive impact this plan would have on our
community. I have received similar letters from
all the other hospitals in El Paso.

MEANS TESTING

The plan also proposes to charge seniors
with incomes over $75,000 for individuals and

$150,000 for couples higher premiums. Again,
these premiums will not put one penny in the
part A trust fund. However, this revenue will
go directly into the general fund. Means test-
ing in this form is unnecessary.

FAIL SAFE PROVISION

The entire Republican budget plan rests on
their ability to provide $270 billion in savings
from the Medicare Program. However, the
plan falls short of these savings by $90 billion.
Yesterday, NEWT GINGRICH said he was afraid
that his own CBO would substantially under-
score the savings he believed could be ac-
complished by using HMO’s and other pro-
vider plans.

If the CBO cannot come up with the magic
numbers Speaker GINGRICH wants, where do
you think they will come from? From the 37
million beneficiaries that Medicare now serves.

Aware that this plan may not total the $270
billion, it includes a fail safe provision that will
allow future bureaucrats to make additional
costs.

This hidden provision subjects beneficiaries
to unknown future liability. If future decisions
expose health care providers to additional
cuts, they may pass the cost directly to the
beneficiary or drop out of the program alto-
gether. This would mean that even after pay-
ing more money for less services this year,
seniors would be asked to do the sacrifice
again, sometime in the next seven years, to
achieve the same savings the original plan
proposed and have a choice of much fewer
providers.

This plan is the wrong way to achieve the
savings that Medicare needs. This plan allows
the Republicans to attempt to balance the
budget while giving a huge tax break to the
most wealthy Americans on the backs of sen-
ior citizens and the disabled. It is wrong.

Mr. BEREUTER. Mr. Chairman, this Mem-
ber is pleased that the leadership has agreed
to improve the AAPCC formula used to deter-
mine county capitation payments for the
MedicarePlus program. This change is criti-
cally important and will ensure that rural Amer-
icans have the same access to the options in
the MedicarePlus program as citizens in urban
areas.

This change will greatly improve the health
care options in rural areas by creating a for-
mula floor of $300 per month the first year for
all counties now below that level. It would rise
to at least $320 the next year. Almost all
counties in Nebraska fall in this category. In
fact, in the 1st Congressional District of Ne-
braska, 21 out of 25 counties, including Lan-
caster County, will benefit because they are
now well under the $300 county capitation
rate.

This change also rectified the problem expe-
rienced in some metropolitan areas such as
Seattle and Minneapolis whose medical com-
munities are more efficient providers of health
care than other urban areas.

Mr. Chairman, since this improvement was
made in the bill, this Member is pleased to
support it.

Ms. BROWN of Florida. Mr. Chairman, the
House of Representatives is the People’s
House. We were sent here to Congress with
a mission: to serve the people. As Members of
Congress, we should be listening to our con-
stituents and voting against proposals that will
devastate our seniors.



CONGRESSIONAL RECORD — HOUSEH 10380 October 19, 1995
Here I have hundreds of questionnaires that

my constituents signed opposing drastic Medi-
care cuts. During the break, I met with over
3,000 of my constituents at 14 town meetings
and they told me they are appalled at the Re-
publican plan to cut Medicare. Oh, did I say
CUT? I meant GUT.

Mr. Chairman, the Republican Leadership is
unhappy about us using the word CUT to de-
scribe the Republicans’ Medicare plan. Okay,
fine. Maybe CUT is not quite the right word.
Well how about G-U-T? How do you like the
word GUT? The fact is that Republicans want
to destroy Medicare’s security and leave our
seniors stranded to fend for themselves. They
say they are ‘‘saving’’ Medicare.

Well, I come from Florida where I served for
10 years in the Florida House. In Florida we
have a saying for that kind of thing, ‘‘That dog
won’t hunt.’’

Thousands of my constituents have told me
that they are outraged at the Republicans’ re-
verse Robin Hood tactics, stealing from the
working people and giving tax breaks to the
wealthy. As we say in Florida, ‘‘That dog won’t
hunt.’’

Two days ago, I spoke to the National
Council of Senior Citizens, who have been
leading the fight against drastic cuts in Medi-
care. NCSC has shown great courage and
true leadership in this fight and I want to say
to them: Thank you. Thank you for your work.
Thank you for your bravery. And thank you for
your commitment to seniors.

Recently in Washington, NCSC led a rally
against Republican Medicare cuts by rolling
out a giant Trojan Horse representing Repub-
licans’ empty promises on Medicare.

And last week, seniors from NCSC came to
Congress to protest the fact that the Com-
merce Committee was voting on a Medicare
bill without having one hearing on it. For that,
they were arrested?

Shame on my Republican colleagues for
shutting out seniors from Congress—the Peo-
ple’s House. As a Democrat who believes in
the Democratic process, I believe those sen-
iors deserve to be heard, and not arrested.

Seniors are the ones who made this country
great, and we owe it to them to protect their
health care. We should be celebrating and
embracing our seniors, not stabbing them in
the back by taking away their health care.

Mr. KIM. Mr. Chairman, I rise today in sup-
port of the Republican plan to save Medicare.

I think everyone would agree that the Medi-
care program has been an enormous success
over the past 30 years. Because of Medicare,
millions of senior citizens have gained access
to the health care that they otherwise wouldn’t
have been unable to afford.

But trouble looms just over the horizon for
Medicare. As many people have heard by
now, the Medicare trustees recently warned
that the Medicare trust fund is going to be
broke by 2002. That would be a catastrophe:
If the Medicare trust fund is exhausted, the
program cannot legally continue to provide
benefits to senior citizens- leaving millions of
seniors without needed health care.

In response, Republicans have put forth a
dramatic plan to save Medicare from bank-
ruptcy. Unfortunately, many of my Democratic
colleagues are skeptical of the need for re-
form. ‘‘We agree the system is in trouble,’’ my

colleagues argue, ‘‘but the Medicare trust fund
has faced bankruptcy before and the program
has survived. Why do we have to make sure
dramatic changes now?’’

The answer is simple: The current Medicare
crisis is of such magnitude that it demands a
long-term, comprehensive reform of the sys-
tem.

In the past, Congress has always dealt with
Medicare’s financial problems with short-term,
quick fixes. Several times over the past two
decades, Congress has tinkered with Medi-
care to shore up the financial problems in the
program. Usually, these short term solutions
involved raising payroll taxes, cutting pay-
ments to providers, or raising premiums and
copayments for seniors. And these quick fixes
worked, at least temporarily. After each one,
Medicare was able to limp along for a few
more years, until the program had to be
‘‘fixed’’ again.

But the day of reckoning has arrived for
Medicare. For the first time in the program’s
history, the costs of Medicare are growing so
rapidly that no amount of ‘‘tinkering’’ can make
up the difference. If Congress does nothing,
Medicare spending will nearly double by
2002—growing from $160 billion today to $318
billion in just 7 years. And that’s before the
first wave of baby boomers starts to draw ben-
efits from Medicare. If left unchecked, such
astronomical growth will swamp the Medicare
program and add trillions of dollars to the na-
tional debt.

Why is Medicare growing so fast? The main
problem is that the current Medicare program
simply does not deliver health care cost effec-
tively. While innovations in the private health
care market have had some success in con-
trolling health care costs, costs in the govern-
ment-run Medicare program have continued to
skyrocket. For example, while large private in-
surers cut their health care costs by 1.1 per-
cent last year, Medicare costs grew by more
than 10 percent. Of course, these results
should not be shocking: Should we really be
surprised that a government-run program such
as Medicare is characterized by rampant inef-
ficiency and skyrocketing costs? I think not.

To put it simply, Medicare is a 1960’s gov-
ernment insurance program that simply does
not meet the demands of providing health care
in the 1990’s. The system needs fundamental
reform in order to survive.

That is why Republicans are proposing the
‘‘Medicare Preservation Act’’. Our proposal is
an attempt to save the Medicare system from
bankruptcy by making the program more effi-
cient and cost effective. In doing so, it would
reduce the growth of Medicare by $270 billion
over the next 7 years?

So how does our plan reduce the growth of
Medicare?

The plan starts by declaring war on Medi-
care waste and fraud. Among other things, the
plan dramatically increases penalties for fraud,
provides funds for new computer technology
that can identify fraudulent activities, and sets
up procedures for giving cash rewards to sen-
iors who report abuse in the Medicare pro-
gram. The plan also implements malpractice
reform to eliminate frivolous lawsuits which
drive up costs for everyone in the system. Fi-
nally, our proposal reforms how Medicare
pays doctors and hospitals to make sure that

health care providers don’t order extra tests or
unnecessary procedures simply for financial
gain.

The plan also asks doctors, hospitals and
seniors each to contribute a little toward sav-
ing the program. For example, doctors and
hospitals will continue to see their Medicare
payments grow—but not as fast as they would
under current law. Seniors will be asked to
pay a little more Part B premiums. Note that
even with these premium increases, seniors
will continue to only pay about 1/3d of the cost
of Part B—and taxpayers will continue to sub-
sidize 2/3ds of the cost. I think this is fair—we
cannot force working families, many of whom
can’t afford health insurance themselves, to in-
crease their subsidy of the Part B program.

But our proposal goes much further than
just attacking waste and limiting the growth of
payments to doctors and hospitals. The core
of the Republican proposal is a truly revolu-
tionary idea: Let seniors have the same health
insurance choices that their children and
grandchildren have.

Under our plan seniors would have three
options: First, join a private health insurance
plan and have Medicare pay the premiums;
Second, use Medicare dollars to purchase a
high-deductible health plan and have savings
placed in a medical savings account. or Third,
stay in the current system. So, for example, if
you like the health plan you have at work, you
can keep it when you retire—and Medicare
will pay the premiums. If you want to join an-
other private insurance plan, you can—without
being excluded for preexisting conditions. And
if you want to stay in the current government-
run Medicare system, you can do that, too.
The idea is that, by allowing seniors to join
more efficient private insurance plans, we can
save money and give seniors more health
care options at the same time.

In short, the Republican proposal is a fun-
damental departure from past attempts to re-
form Medicare. Instead of trying to squeeze
more money out the current system, we are
proposing to change the system so that it can
provide the same benefits for less money. And
don’t forget: Republicans are not proposing to
cut Medicare—under our plan, benefits will still
grow from $4,700 per person today to $6,700
per person in 2002.

Unfortunately, opponents of our plan reject
the kind of fundamental reform Republicans
are proposing. They want to tinker with the
system some more—maybe push Medicare’s
bankruptcy back a couple of years. The prob-
lem is, under this approach, we will be right
back here in a few years, arguing over these
same issues. Except, by then, the deficit will
have grown substantially, the Medicare trust
fund will be in even worse shape, and—most
importantly—the baby boom generation will be
that much closer to retirement. In fact, a re-
cent study estimated that the Medicare reform
plan offered by the Democrats would leave
Medicare $300 billion dollars in debt just as
we have to start paying for the baby boomers.
To me, that’s irresponsible.

Finally, I want to respond to my Democratic
colleagues who accuse Republicans of cutting
Medicare to provide a ‘‘tax cut for the rich’’. I
am here to tell you that nothing could be far-
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ther from the truth. The fact, is Republicans
have already passed more than enough
spending cuts than are needed to pay for our
proposed tax cut. The Republican budget res-
olution—passed last April—contains $622 bil-
lion in non-Medicare spending cuts. That is
two-and-a-half times the amount of spending
cuts needed to pay for tax cuts. And let’s look
at the tax cuts themselves: Is a $500 per-child
tax credit a tax cut for the rich? Is a $500 tax
credit for the care of an elderly relative a tax
cut for the rich? Is cutting taxes on IRA with-
drawals or the sale of a home a tax cut for the
rich? I think not.

So let’s end this partisan bickering. We
must act now to save Medicare—while there is
still time to engage in rational, thoughtful re-
form of the Medicare system. By making the
system work more cost-effectively, we can
preserve, strengthen and simplify Medicare—
and make sure current and future generations
of seniors will have access to this vital pro-
gram. For these reason, I urge my colleagues
to support the Republican plan to save Medi-
care.

Mr. PORTMAN. Mr. Chairman, Medicare’s
problems are now well known. The question is
whether official Washington has the courage
and foresight to fix them. If the partisan bicker-
ing continues and nothing is done, the Federal
program providing health care insurance for
roughly 33 million seniors and 4 million dis-
abled Americans won’t be there for anyone.

We know that skyrocketing medical costs,
an aging population and a decline in the ratio
of workers paying into the system have placed
Medicare in dire financial straits. We know
about the alarming Medicare Trustees’ re-
port—the Part A Trust Fund—which covers
hospital, skilled nursing and home health serv-
ices—starts paying out more than it takes in
next year and goes broke 6 years later. We
also know that Medicare offers limited choices
to beneficiaries, is rife with fraud and abuse
and, typical and entitlement programs, lacks a
cost control mechanism. Such cost increases
are simply unsustainable in a program that
now accounts for over 11 percent of the Fed-
eral budget. This has led to annual cost in-
creases in excess of 10 percent, at least twice
as high as private health care costs.

With all of this knowledge and after more
than two dozen public hearings and hundreds
of town hall meetings, comprehensive Medi-
care reform legislation was introduced in the
House at the end of September. Democrats
have dismissed the plan as a mere means for
paying for Republican-sponsored tax cuts.
This misses the point. The tax relief has al-
ready been paid for with spending cuts and
has nothing to do with Medicare reform. Re-
publicans, in turn, are too defensive about the
politically sensitive task of curbing entitlement
spending. Both sides need to be honest about
the facts, get down to work on the serious
challenge before them, and stop the political
gamesmanship. Here’s what the proposal just
introduced does and doesn’t do.

It does allow beneficiaries to keep their cur-
rent coverage. If someone is currently enrolled
in the traditional fee-for-service plan—which
over 90 percent of beneficiaries are—by doing
nothing that plan is continued. But many will
want to change. The innovative aspect of the

proposal is that it offers seniors choices until
now only available in the private sector—co-
ordinated care, Medical Savings Accounts and
provider-sponsored networks, to name a few—
and sufficient information to make good
choices.

Some may opt for coordinated care to re-
duce out-of-pocket costs or obtain prescription
drugs, eyeglasses or other coverage currently
excluded under Medicare. Others may want to
take advantage of a Medicare Savings Ac-
count where beneficiaries can purchase a high
deductible, low-cost insurance policy and the
government deposits money that would have
gone toward more traditional Medicare bene-
fits into an interest bearing account that can
be withdrawn tax-free to cover medical ex-
penses.

Contrary to the heated rhetoric, Medicare is
not being ‘‘cut’’; spending per beneficiary will
actually increase under the proposal from
about $4,800 in 1996 to $6,700 in 2002.
Granted, that is not as steep an increase as
currently projected, but it remains a generous
program. Moreover, despite claims from the
plan’s critics, the House proposal does not in-
crease copayments or deductibles. Premiums
will increase in absolute numbers under the
House GOP plan, a bit more than they would
under current law. This is because the pro-
posal locks in today’s premium of 31.5 percent
of the cost of Part B services (doctors visits,
lab work, etc. . . .), rather than having the
percentage paid by beneficiaries decrease
(and the percentage of the public subsidy in-
crease) as it would under current law. As a re-
sult, instead of paying $61 a month seven
years from now as would be the case under
current law, the amount would be approxi-
mately $87 a month. This reflects the fact that
health care costs will go up in that time period.
Most seniors I talk to are willing to see this
kind of increase if it is part of getting the sys-
tem on its feet.

Only those better off (individuals with in-
comes over $75,000 and couples with in-
comes over $125,000) will pay a higher per-
centage of Part B premium costs. Again and
again in my town meetings and discussions
with seniors, I’ve been impressed with the will-
ingness of people to pay a little more if it
helps put Medicare back on its feet.

The proposal also tackles fraud and abuse.
Seniors in my District and around the country
have offered innovative ideas to curb the fraud
and abuse that adds billions of dollars in
health care costs each year. The proposal re-
wards seniors who report fraud to the govern-
ment and the government, in turn, increases
penalties for those who defraud the system.

Those who have taken a hard look at the
benefits of increased choice and competition
believe that health care delivery can be im-
proved and costs reduced. In conjunction with
affluence testing and reduced fraud and
abuse, many believe that savings will be gen-
erated adequate to keep the program solvent
at least until the baby boom generation begins
to retire. But they may be wrong. That’s why
the current plan also builds in a ‘‘failsafe’’
mechanism, under which government pay-
ments to providers will be reduced if targets
are not met.

Is this plan perfect? No. It surely can be im-
proved and there ought to be a bipartisan ef-

fort to do so. But it’s the only plan out there
that seriously addresses Medicare’s financial
troubles. For the 37 million Americans in the
system and those millions more in years to
come, let’s hope Congress and the White
House can get beyond the rhetoric and work
together to produce a responsible plan that
saves this vital system. And, in the process,
let’s hope both sides can be more honest with
the American public about how that’s
achieved.

I urge my colleagues to support this legisla-
tion as a responsible approach to a very real
problem.

Mr. FOGLIETTA. Mr. Chairman, there has
been a lot of talk this year about contracts.
First, there was the Contract With America. Or
as they call it in my neighborhood in south
Philadelphia, the contract on America. There
is the contract with the American family.

Now I studied contracts in law school. A
contract is not a very complicated thing: you
agree to do something for me and I will do
something for you.

As we vote on this bill today, let us all think
about what our parents did for us and for
America. The generations of parents who
stand at risk because of this legislation gave
decades of their lives at work to raise us, feed
us, clothe us, to educate us.

They fought the Second World War for us,
they saved the world from an enemy so evil it
is unthinkable to consider what would have
happened without them, our parents.

After World War II, men and women in this
Chamber did a profound thing. They created a
way for our parents to live out their lives in se-
curity, in peace, and in health.

The created the Social Security and Medi-
care systems.

These programs represent a covenant
among generations. But now we are tearing
up that contract.

They are tearing up that contract when they
raise premiums on elderly Medicare recipients
who just cannot afford it, and next week they
propose to cut Medicare to the bone to pay for
a tax cut for the wealthiest Americans.

They are tearing up the contract by pushing
people too hard into a system that will take
their choice away.

They are tearing up that contract with huge
cuts to hospitals and doctors and that slam
the door on access.

These are senior citizens who have held up
their end of the contract. We have to keep our
part of the bargain. I urge my colleagues to
oppose this bill and support the Gibbons-Din-
gell substitute.

Mr. CASTLE. Mr. Chairman, I rise in support
of the Medicare Preservation Act. This is a re-
alistic proposal which addresses the serious
problem of Medicare’s pending bankruptcy.
For the last 6 months, I’ve traveled throughout
Delaware, held town meetings, and visited
with senior centers to talk about this important
program, which provides health care for
roughly 100,000 aged and disabled Dela-
wareans. Delawareans want to know that this
critical program will be there for them in the
future. They recognize that the Government
cannot afford to continue the Medicare Pro-
gram as it currently exists.
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Medicare, created in 1965, is comprised of

two parts, part A and part B, which provide
hospital coverage and doctor coverage for 99
percent of all older Americans. President Clin-
ton’s Medicare trustees have clearly and suc-
cinctly stated that the program is in financial
dire straits. Why? The Medicare Program grew
at a rate of 10.5 percent last year—three
times that of inflation and twice as much as
private sector medical costs. Further, the Gen-
eral Accounting Office [GAO] has estimated
that as much as $44 billion a year is wasted
on Medicare and Medicaid fraud, and about
30 cents of every dollar is wasted or lost due
to mismanagement by a Federal agency.

Thirty-seven million people depend on the
Medicare Program, and it is frustrating to see
the program politicized. No one—not Demo-
crats, not Republicans—invented Medicare’s
financial crisis. The program has been head-
ing toward bankruptcy for years. During the
last Congress, President Clinton created a bi-
partisan Commission on Entitlement and Tax
Reform, on which I was selected to serve, to
try to transcend politics and address entitle-
ment programs in a responsible, bipartisan
manner.

In forming the Commission, President Clin-
ton said ‘‘This Commission will be asked to
grapple with real issues of entitlement reforms.
. . . This panel, I expect, will ask and answer
the tough questions. . . . Many regard this as
a thankless task. It will not be thankless if it
gives us a strong and secure and healthy
American economy and society moving into
the 21st Century.’’ While the final report to the
President did not endorse specific proposals
to reform entitlement programs, it stated ‘‘We
must act promptly to address this imbalance
between the government’s promises and its
ability to pay.’’ However, no further action was
taken by the Democratic leadership in Con-
gress or the President.

In contrast, Republican leadership in Con-
gress has bravely confronted the issue, refus-
ing to be thrown off track by those who are
trying to turn Medicare reform into a political
hot button. The Republican proposal recog-
nizes that we simply must control the pro-
gram’s spiraling growth rate to guarantee that
the program is maintained well into the future.
The proposal does not bow to the political
pressure of those who want a feel-good pro-
posal that only scratches the surface of reform
in order to provide a quick fix until after the
next election.

Having said that, I think it would be naive to
throw unconditional support behind any pro-
posal that modernizes a 30-year program. Re-
forming Medicare is complicated business,
and we do not have crystal balls allowing us
to predict perfectly the outcome of these bold
reforms. I do have some reservations about
the proposal. For example, I am concerned
about the potential impact of the ‘‘look back’’
provision that allows additional savings to
come from doctor and hospital reimbursement
rates if the amount of savings predicted under
the bill do not measure up. I want to ensure
that nursing homes continue to be a safe
place for our seniors. I want to ensure that
some of the deregulatory provisions in the bill
don’t ultimately increase costs, like those relat-
ing to physician self-referral.

Given the stakes here, however, the good
cannot be set aside while we try to achieve
the perfect. In its entirety, the proposal is real-
istic, sensible, and fair. The proposal saves

Medicare from bankruptcy and recognizes that
dramatic changes must be made and new op-
tions must be provided to this important pro-
gram.

Next year, the Federal Government starts
spending more on Medicare than it takes in
and in 6 short years, the Medicare Program is
insolvent. Under the Republican plan, Medi-
care is preserved until 2010, benefits will con-
tinue to grow and patient choice is not only
maintained—it is expanded. Older Americans
receiving Medicare can stay in the current sys-
tem, with their current doctor, without having
to choose another health care plan. Or, they
can choose a private sector plan that offers
more benefits, like prescription drugs or eye-
glasses or put their funds into a medical sav-
ings account.

Under the Republican plan, there are no
cuts in spending—spending goes up 40 per-
cent over 7 years, with per beneficiary spend-
ing increasing from $4,800 today to $6,700 in
2002; there is no increase in Medicare
copayments; there is no increase in Medicare
deductibles; and there is no change in the cur-
rent rate of Medicare premiums. Today and to-
morrow, premiums are 31.5 percent of Medi-
care part B costs. They will continue to be cal-
culated that way.

In addition, the bill cracks down on waste,
fraud, and abuse that pervades the current
system, enacts tough malpractice reforms to
end runaway spending and frivolous lawsuits,
and allows doctors and hospitals to join hands
in providing health care in a provider network
arrangement. Lastly, the Medicare Preserva-
tion Act clearly states that the savings from
slowing Medicare’s growth rate must go back
into the health care system in a lock box and
cannot be used for any other purpose.

Enacting a bold Medicare preservation plan
is not only absolutely necessary; it is the re-
sponsible action and the least we can do for
the 37 million Americans who depend upon
Medicare now and for the millions of Ameri-
cans who will depend upon Medicare in the fu-
ture.

Mrs. THURMAN. Mr. Chairman, I rise today
to express my opposition to the Republican
plan to cut Medicare to finance a $245 billion
tax cut for the wealthy. Under the Republican
plan, Florida will lose $28 billion from Medi-
care. As a result, my constituents will play
higher premiums, face uncertainty about their
ability to stay with trusted doctors, and lose
their sense of health care security.

Republicans have promised a utopian world
of free choice and complete access to serv-
ices. But, there is no choice when cuts in the
fee-for-service program force seniors into
health maintenance organizations. And there
is no quality service when our health care sys-
tem for the elderly is cut to free up money for
tax cuts. Paying more for the same service is
a cut, and the Republicans know it.

We need to stand up for the seniors of
America. Seniors were forcibly silenced during
the so-called debate on this issue in commit-
tee. When we tried to expose the Republicans
plan for what it is, we were shut out of hear-
ings and forced to meet on the Capitol lawn.
It is our obligation, as representatives of all
citizens, including the most vulnerable, to
speak out and vote against these drastic cuts.

Mr. LATHAM. Mr. Chairman, I rise to sup-
port the Medicare Preservation Act.

Medicare has successfully provided basic
health care for our Nation’s senior citizens.

However, the Medicare Program is sick, very
sick. According to President Clinton’s own ad-
visors, the Medicare system will face bank-
ruptcy in the next decade if fundamental re-
forms do not take place. If the program goes
broke, seniors will lose their Medicare hospital
coverage.

During the Medicare reform debate, I have
worked to ensure that four goals are achieved.
First, the long-term integrity of the Medicare
system must be preserved for present and fu-
ture retirees. Second, lower-income seniors
must be protected from cost increases that
they cannot afford. Third, Medicare reforms
should provide more competition and
consumer choice, not more Government con-
trol. And finally, the huge reimbursement dis-
crepancy between rural and urban counties
must be fairly adjusted. I am proud to say that
the Medicare Preservation Act meets these
goals.

The Medicare Preservation Act will ensure
that every Medicare recipient will continue to
receive affordable, high quality health care
now and in the future. Medicare spending will
increase from $4,800 to $6,700 per person
over the next 7 years. Seniors will have more
health care options including traditional fee-
for-service Medicare, managed care plans,
and medical savings accounts. Finally, the in-
crease in per capita payments for rural coun-
ties will ensure that seniors who live in rural
communities will have the same health care
options as their friends in urban areas.

The Medicare Preservation Act strengthens
Medicare for the 21st century. I strongly urge
my colleagues to support passage of the H.R.
2425.

Mr. KLECZKA. Mr. Chairman, today the new
Republican majority has demonstrated that
their position on Medicare has not changed in
30 years. In 1965, Democrats enacted the
Medicare Program amidst Republican opposi-
tion. and today, despite the overwhelming suc-
cess of this program, Republicans have voted
to undermine it. I am not surprised that the
GPO has voted to make unprecedented cuts
in this critical health care program, after all,
they have never consistently supported Medi-
care. But to take $270 billion out of a program
that protects senior citizens in order to pay for
tax cuts and to balance the budget—this is
simply extreme.

Republicans claim these cuts are to
strengthen the trust fund, which according to
the Medicare trustees is expected to become
insolvent 7 years from now, in 2002. But in the
last 20 years the trustees have projected that
the fund would be insolvent in 7 years or less
at least nine times. In fact, just last year, the
trust fund was projected to become insolvent
in the year 2001—7 years out. Yet my Repub-
lican colleagues said nothing. In fact, the only
provision proposed to date by the Republican
majority that has a measurable impact on the
trust fund actually takes more than $87 billion
out of the fund over the next 10 years! For 30
years it has been up to the Democrats to pro-
tect and preserve Medicare. It looks as if it will
be up to us for the next 30 as well.

In their new found concern about the Medi-
care trust fund, the GOP plan cuts the pro-
gram by $270 billion over 7 years. And their
plan does extend the life of the trust fund to
the year 2006. However, what they don’t tell
you is that the Medicare actuaries estimate
that only $90 billion is needed to extend the
trust fund to that year. What are they doing
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with the balance of the money? They are
using it to pay for tax cuts and deficit reduc-
tion.

In contrast, the Democrats have introduced
alternative plans that achieve the same level
of solvency that the Republican plan achieves,
but at only a third of the cost. These proposals
reduce Medicare expenditures by only $90 bil-
lion over 7 years and still assure that the trust
fund remains solvent for the next 10 years.
Because every penny of this $90 billion is tar-
geted to the trust fund, we are able to
strengthen the fund without weakening the
program for current beneficiaries.

The Democratic substitute contains a series
of responsible reforms combined with modest
improvements that put beneficiaries first. This
alternative does not increase premiums,
copayments or deductibles. In fact, the plan
even eliminates excessive copayments that
beneficiaries currently pay for hospital out-
patient services. Moreover, Medicare’s current
limits on balance billing are retained, essential
protections for Medicare beneficiaries in nurs-
ing homes are preserved, and tough laws
against fraud and abuse remain on the books.

The Democratic bill updates Medicare bene-
fits to prevent cancer and complications from
diabetes including colorectal screening, pap
smears, pelvic examinations, and increased
coverage of breast cancer screening. Also,
payment would be authorized for diabetes out-
patient self-management services and for
blood-testing strips for individuals with diabe-
tes.

Our plan also offers expanded choice of
providers and plans, permitting beneficiaries to
enroll in preferred provider organizations
[PPO], point-of-service [POS] plans and pro-
vider service organizations in addition to the
current fee-for-service and HMO options. But
unlike the Republican bill, our reform proposal
also ensures that these new options are real
choices. Plans must honor limits on balanced
billing and they are paid adequately in order to
shield beneficiaries from additional out-of-
pocket costs.

Certainly, efforts to control spending require
that some limits be places on reimbursements
to all providers, including physicians. Since the
American Medical Association has been so
supportive of the GOP plan, the Democratic
alternative largely mirrors the Republican pro-
posal with respect to payment reforms. Spe-
cial caution is taken with reductions in pay-
ments to hospitals. Excessive cuts in hos-
pitals, like those proposed by the majority,
could be counter productive, negatively affect-
ing the quality of care, reducing access to
care and resulting in higher costs for the pri-
vate sector. The alternative plans includes
reasonable reductions in hospital payments
but also safeguards hospitals that serve the
uninsured in rural and urban areas.

I urge my Republican colleagues to stop
marching blindly for just one moment to con-
sider this worthy, thoughtful alternative. If your
goal is to preserve the trust fund, this alter-
native plan accomplishes that goal. If you
want to strengthen the Medicare program and
bring it into the twentieth century, this plan
gets there. If instead, you wish to pursue this
scorched earth policy in order to balance the
budget and pay for tax cuts, then you have
that option before you today. But at least stop
long enough to think about what it is that you
want to achieve.

It dismays me that we have come this far in
the process and are left with a Republican
plan or the Democratic alternative. It did not
have to come down to this. Democrats on the
Ways and Means Committee and on the Com-
merce Committee attempted to work with Re-
publicans to add these protections included in
the Democratic alternative to the Republican
plan and to improve the GOP proposal. Ways
and Means Democrats offered more than 35
constructive amendments to the Republican
bill. Of these, only four were accepted by the
Republican majority.

Today we will not have the opportunity to
present constructive amendments because the
rule is closed. But they cannot hide from their
agenda. Republicans on the Ways and Means
Committee voted in lockstep to reject an
amendment to extend basic consumer protec-
tions to Medicare beneficiaries who choose
managed care plans. They opposed an
amendment, offered by myself, to safeguard
beneficiaries from a practice called balance
billing in which the patient is expected to pay
the difference between what the doctor
charges and what Medicare pays. Republican
members voted against an amendment that
would have restored funding for inner city and
rural hospitals who serve the uninsured, and
rejected an amendment to retain the current
standards for nursing homes. They also voted
against amendments to increase screening for
breast and cervical cancer, rejected amend-
ments to provide coverage for colorectal and
prostate cancer screening, and turned back an
amendment to provide better coverage for dia-
betics.

These are just some of the proposals on
which the Republicans have gone on record.
But today is the day to keep score. Today we
each have a choice—to support senior citizens
or to support tax cuts for wealthy Americans.
I urge my colleagues to not take lightly this
decision.

Mr. MFUME. Mr. Chairman, I rise today in
opposition to H.R. 2425, the Medicare Preser-
vation Act. This bill makes the most sweeping
changes in the Medicare Program since its es-
tablishment in 1965. Since assuming control of
Congress this January, House and Senate Re-
publicans have been pushing for passage of
the deepest package of Medicare cuts in the
program’s 30-year history. These changes will
increase the cost of Medicare to the average
senior citizen by nearly $1,000 and force
many to give up their own doctors. According
to the American Association of Retired Per-
sons, the Republican Medicare cuts would be
‘‘the end of Medicare as we know it.’’

There is much in the bill that concerns me
and my constituents. However, the provisions
of this bill to change nursing home standards
have raised the ire of many others. H.R. 2425
repeals current federal standards for nursing
homes participating in the Medicare Program
and replaces them with a requirement that
nursing homes be State certified.

Many of my elderly constituents and their
families recall the days when some nursing
homes were little more than abusive prisons
for America’s seniors. They are not impressed
by this so-called preservation effort.

Why the assault on Medicare? Why propose
deep and potentially devastating cuts in a pro-
gram that is a contract between Government
and seniors who have paid into the program
all their lives? Some Republicans will say that
they are trying to save the program from bank-

ruptcy. Others will say they need to raid Medi-
care to balance the budget (although at the
same time they are proposing huge tax breaks
for the wealthiest Americans). What are the
real answers?

In understanding this latest attack on Medi-
care, I believe it is important to look beyond
the latest conservative rhetoric about Medicare
and examine the record instead. The fact is,
since the 1950’s, the GOP has consistently
opposed even the creation of Medicare. Many
of the party’s prominent leaders voted against
Medicare when it was first established in
1965. And current party leaders have repeat-
edly attacked Medicare and Social Security.

If the Republican Party had been in the ma-
jority in 1965, Medicare simply would not exist.
A full 93 percent of House Republicans voted
against Medicare when it was introduced. In
fact, the Republicans voted overwhelmingly
against the creation of Medicare on three
other occasions in the early 1960’s.

Their arguments were extreme then and
they’re extreme now. In 1965 they called Med-
icare ‘‘socialized medicine’’ and claimed it
would ‘‘impair the quality of health care, retard
the advancement of medicine and displace pri-
vate insurance.’’ Nevertheless, Medicare
passed, and for many years was widely
hailed, even by Republicans, as a triumph of
government.

Despite the doomsday predictions 30 years
ago, Medicare has dramatically improved the
health and welfare of American seniors and
ensured that the elderly will never again have
to choose between health care and food or
rent.

Ironically, one of the reasons we even have
a debate about reforming Medicare is because
of its profound success. Americans are living
longer and more productive lives. That means
many more reach an age where greater health
problems can emerge. We should not use the
success of Medicare as a reason to recklessly
cut the program.

The Medicare Preservation Act being voted
on today does not preserve Medicare. Rather,
it will violate the compact made with Ameri-
can’s elderly over 30 years ago. This bill will
push patients into managed care; provide ob-
stacles for Medicare beneficiaries to find a
physician willing to provide them care because
of lower reimbursement rates; double Part B
premiums for seniors living on a fixed income
by the year 2002; close inner-city and rural
hospitals which are already on the brink of
bankruptcy and give a few bad doctors an
open license to provide shoddy treatment
since patients would no longer be able to rely
on the court system for redress. Additionally
this bill would repeal balance billing require-
ments for some categories of beneficiaries;
encourage doctors to perform unnecessary
tests—increasing overall health care costs—
and allow them to refer patients to facilities
they have a financial stake in; and increase
costs by allowing healthier, younger seniors to
opt out of Medicare through Medical Savings
Accounts while leaving sicker and older pa-
tients in traditional Medicare.

The Republican cuts in Medicare are mis-
guided and faulty. They go way beyond what
is reasonable or necessary to maintain the
solvency of the program. And when you strip
away the rhetoric, all that remains is a huge
tax break for the wealthy. They need a way to
pay for their trickle-down tax break, and they
believe they can pull it out of the pockets of
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struggling seniors. America’s seniors were told
that their deepest beliefs in fairness, personal
responsibility, social duty and contribution to
society would be rewarded if they trusted Con-
gress with their health care. Now Congress is
using Medicare cuts to pay for a tax break for
the wealthy.

Despite the feel-good rhetoric, the reality is
that Medicare has been moved into the bulls-
eye of the GOP target for massive cuts. When
you look at the shotgun of this crew and the
other targets of the conservatives—student
aid, summer jobs, Federal workers—it looks
less like responsible budget cutting and more
like a drive-by shooting.

Mr. EWING. Mr. Chairman, the Medicare
Board of Trustees reported last spring that
‘‘The Medicare Trust Fund continues to be se-
verely out of balance and is projected to be
exhausted in 7 years.’’ This report was signed
by, among others, President Clinton’s Sec-
retary of the Treasury, his Secretary of Labor,
and his Secretary of Health and Human Serv-
ices.

Mr. Chairman, I am proud to stand up in
support of legislation which will provide a long-
term solution to the financial problems in the
Medicare Program and guarantee that the pro-
gram will be available for senor citizens well
into the next century. In addition, this legisla-
tion will provide senior citizens with more
choices in their health care decisions, while
guaranteeing that senior citizens in Medicare
now may remain in the program and keep
their current doctor and hospital if they
choose. This bill provides for an increase of
Medicare spending from $4,800 per person
now to $6,700 per person over the next 7
years, while at the same time guaranteeing
the solvency of Medicare. I am proud to sup-
port legislation which protects and preserves
Medicare without changing Medicare benefits,
does not increase deductibles, and does not
change co-payments.

I would like to commend the Republican
leadership for agreeing to alterations in the
legislation which will guarantee a minimum
Medicare reimbursement level for rural coun-
ties which for years have received substan-
tially less than more populous areas. This
agreement will make the Medicare program
more fair than it has been for seniors who live
in rural America, while at the same time pro-
viding an incentive for HMO’s and managed
care programs to expand their services into
rural America. This will provide seniors in rural
areas more choice in their health care deci-
sions.

It is extremely unfortunate that some have
decided to play politics with Medicare by scar-
ing senior citizens into thinking that their bene-
fits will be cut by this legislation. It is uncon-
scionable. Senior citizens deserve to live with
the security that Medicare will continue to be
there for them when they need it, and they
should not be the subject of partisan politics.

This legislation simply controls the rate of
growth of Medicare, which has been growing
more than 10 percent every year, much higher
than inflation. Spending on the program will
continue to increase, only at a more controlled
rate. The bill accomplishes this objective by
maintaining premiums at the current 31 per-
cent level (rather than decreasing as sched-
uled), reducing waste and fraud in Medicare,
and encouraging managed care without forc-
ing anyone into it.

Senior citizens don’t want a band-aid solu-
tion to the pending bankruptcy of Medicare.
They want a long-term solution which guaran-
tees that Medicare will be there for them. This
legislation does just that.

Mr. GALLEGLY. Mr. Chairman, I rise in sup-
port of H.R. 2425, the Medicare Preservation
Act of 1995.

Mr. Chairman, when the majority in the Con-
gress first took up the challenge of a poten-
tially bankrupt Medicare System as presented
by the Board of Trustees, I wanted to ensure
that any reforms we initiated achieved two
goals: first, the reforms must make the trust
fund solvent as far into the future as possible;
and second, none of the reforms could result
in any degradation of current health services
now enjoyed by those covered by the Medi-
care System.

In the days and weeks leading to today’s
vote on the Medicare Preservation Act of
1995, literally thousands of constituents con-
tacted me to discuss this legislation and to
voice their specific questions/concerns. As I
began to research and consider the proposed
reforms, their questions became my questions
and I realized I could not in good faith cast my
vote before I had all the answers.

One of the things they wanted to know was
whether the new plan would allow bene-
ficiaries to remain in the traditional Medicare
System. The answer, of course, is absolutely.
Only Medicare beneficiaries who choose to
participate in one of the new MedicarePlus op-
tions will change plans.

Some were concerned by reports that the
Republican plan was ‘‘cutting’’ Medicare bene-
fits. Was this true? Were we cutting Medicare?
The answer was absolutely not. The plan we
adopted today significantly increases Medicare
spending. Under the Medicare Preservation
Act of 1995, average spending per beneficiary
in California goes from $5,821 to $8,139 over
the next seven years—an increase of more
than $2,300.

Many of those who contacted me had been
exposed to the false and inflammatory reports
that the money we were saving by reforming
Medicare would be used toward deficit reduc-
tion or tax cuts. In fact, nothing could be fur-
ther from the truth. Any savings realized
through our reform of Medicare must stay in
Medicare. Period.

A final concern many seniors expressed to
me was whether the quality of the care they
currently receive would decline under a re-
formed Medicare. Well, I can report that—at a
bare minimum—seniors under this plan will be
guaranteed the same benefits they have now,
no matter what specific plan they choose. At
the same time, many seniors will be able to
select a plan that may offer something they do
not currently receive, whether it be prescrip-
tion drugs, eyeglasses, or better hospital care.
The bottom line is that the quality of benefits
in all cases will measure up to yesterday’s
Medicare and, in many cases, will improve.

These were the kinds of things I needed to
know before casting my vote today in favor of
the Medicare Preservation Act of 1995. Like
many of my constituents—and colleagues—I
was concerned about the rhetoric and misin-
formation swirling around this issue prior to
the vote. However, once I had the facts at my
disposal I saw only one appropriate course.
That course was supporting a reformed Medi-
care System which increases benefits, ex-
pands the options to beneficiaries, and is

structured in such a way that it will survive far
into the future.

H.R. 2425, the Medicare Preservation Act of
1995, accomplishes all of these goals while
retaining the essential elements of traditional
Medicare. I truly believe that we have done
the right thing today in adopting these reforms.
We have taken a program that was failing, a
program on track to consume itself and we
have given it new life. We rose above the
scare tactics and sound bites aimed at pre-
venting us from having the courage to do the
right thing and we did the right thing.

I am proud to have had a hand in bringing
about these badly needed reforms, and I look
forward to celebrating the positive impact our
action today will have on current and future
Medicare beneficiaries.

Mr. HALL of Ohio. Mr. Chairman, today we
are debating H.R. 2425, the so-called Medi-
care Preservation Act. Who can be opposed
to preserving a program on which more than
37 million Americans are dependent? Unfortu-
nately, the bill does not live up to its title.

Its supporters claim that unless action is
taken, the part A trust fund will be bankrupt in
the year 2002. However, all that this bill does
is to move the date of insolvency back to the
third quarter of 2006 according to actuaries at
the Health Care Financing Administration. At
what cost?

The part B premium will rise by an esti-
mated 89 percent. Payments to hospitals will
be cut, especially to hospitals that provide a
disproportional share of care to indigent pa-
tients and teaching hospitals, and as a result,
many hospitals will be forced to close. Pay-
ments for home health care will be reduced
which will lead to more people being placed in
nursing homes, but payments for nursing
homes will also be reduced.

This is a bill to cut $270 billion from the
growth of the Medicare Program over the next
7 years, far more than is needed to keep the
program solvent. As painful as the cuts in the
bill are, the program changes in the bill are
even worse.

The bill is predicated on beneficiaries mov-
ing into managed care plans such as health
maintenance organizations. It also provides for
establishing medical savings account plans
with high deductibles. These accounts could
be used for medical services not currently cov-
ered by Medicare. These options are all right
for people who are basically healthy, but they
will have a devastating impact on those who
are not. Plans will vigorously compete for
those in the first group; but the others will be
left behind in traditional fee-for-service plans.
As more and more healthy people leave these
traditional plans, premiums will skyrocket,
which in turn will increase the exodus.

I believe a compromise Medicare bill can be
passed, but in crafting this bill, the majority
party did not seek input from this side of the
aisle. They did not seek input from the public
at large by conducting committee hearings. A
small group of Members wrote the bill and
changes were made at the behest of certain
interest groups. This is not the way to legis-
late.

Mr. OLVER. Mr. Chairman, today the Re-
publican Party takes on the onus for disman-
tling Medicare, the health care guarantee with-
in Social Security.

And you can bet the Republican Party has
its sights on dismantling Social Security as
well.
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And to what end? To create a comprehen-

sive health care system which 80 percent of
Americans want? No.

To serve extremists in the Republican Party.
To serve the insurance companies and the

American Medical Association.
The Republican Party is cutting $270 billion

from health care for American retirees to give
$245 billion in tax cuts.

More than half of the tax cut goes to fat cats
already making over $100,000 per year—while
75 percent of the people taking Medicare cuts
to pay for that tax cut live on less than
$20,000 per year.

The Republican Party is taking health care
dollars from low- and middle-income retired
Americans to give billions to insurance compa-
nies and the already wealthy.

You can bet Americans will remember next
November.

Mr. MILLER of Florida. Mr. Chairman, I
would like to insert the following letter, polling
results, and testimony on the Medicare Pres-
ervation Act by the U.S. Chamber of Com-
merce into the CONGRESSIONAL RECORD.

U.S. CHAMBER OF COMMERCE,
Washington, DC, October 18, 1995.

Members of the U.S. House of Representatives:
The Chamber urges your support for H.R.

2425, the Medicare Preservation Act. Because
of the importance of this issue to our mem-
bers and the budget reconciliation measure,
the Chamber will include this vote in its an-
nual How They Voted vote ratings. For your
information, I have included the results of a
recent poll taken among Chamber members
concerning elements of Medicare reform
which reflects overwhelming support for this
legislation.

Medicare is clearly in a state of crisis.
Over the past five years, the program has
grown at a staggering annual rate averaging
101⁄2 percent. Immediately ahead of us is a
seismic demographic shift: the ratio of tax-
payers to Medicare beneficiaries is declining
rapidly—from about four to one today, to
only two to one in the next fifty years. The
program as currently structured simply can-
not survive.

Just as clearly, the failed Medicare reform
approaches of the past will fail to measure
up to this crisis and will threaten both busi-
ness and the economy. Since 1970, Congress
has raised payroll taxes over 20 times and
the Medicare Trustee’s 1995 Report pointed
out that payroll taxes would have to be
raised by another 1.3 to 3.5 percentage points
to bring the system into balance. When you
consider that many small and medium size
businesses already pay more in payroll taxes
than income taxes and that payroll taxes
must be paid regardless of economic condi-
tions, it becomes clear why Medicare re-
quires solutions other than tax increases.

We believe the long-term solution to Medi-
care’s problem is comprehensive reform that
increases competition while restraining the
growth in spending. Competition will help
bring prices down and will provide secure
and expanded benefits for seniors. The Medi-
care Preservation Act is a bold means of se-
curing the solvency of the Medicare Trust
Fund and setting Medicare on a secure path
for the future.

We urge your support for the Medicare
Preservation Act during its consideration on
the House floor and throughout debate on
the budget reconciliation measure.

Sincerely,
R. BRUCE JOSTEN.

U.S. CHAMBER OF COMMERCE—MEDICARE FAX
POLL RESULTS

On October 11, 1995, the U.S. Chamber sur-
veyed 9,700 business, chamber and associa-

tion members on their attitudes concerning
Medicare reform and specific reform ele-
ments. Responses to the Chamber survey
(nearly 10 percent responded, 68.9% of which
employ fewer than 50 workers) indicated
strong support for market-oriented Medicare
reform comparable to the House and Senate
Majority plans for Medicare reform. The
complete survey and results are provided
below.

Medicare is ‘‘severely out of financial bal-
ance and the Trustees believe that . . .
prompt, effective and decisive action is nec-
essary.’’

Medicare reform has become a focal point
of the budget debate. Medicare—the national
health insurance program for seniors—will
run out of money in seven years, according
to the system’s trustees. Spending on Medi-
care and other entitlements threatens to
crowd out all other budget priorities and in-
crease the budget deficit.

Previous approaches to Medicare reform
have failed to slow Medicare’s growth.
Worse, these approaches have increased the
burden on businesses and their employees
through higher payroll taxes and higher in-
surance premiums.

Since 1970, Congress has raised payroll
taxes over 20 times and the Trustee’s Report
pointed out that payroll taxes would have to
be raised by another 1.3 to 3.5 percentage
points to bring the system into balance.
When you consider that many small and me-
dium size businesses already pay more in
payroll taxes than income taxes and that
payroll taxes must be paid regardless of eco-
nomic conditions, it becomes clear why Med-
icare requires solutions other than tax in-
creases.

We need your help. Please review the fol-
lowing questions on Medicare reform and
FAX back your answers by close of business
October 16.

1. Medicare should be modernized by adopt-
ing the market-based strategies private em-
ployers and health plans are using success-
fully to improve health care quality and con-
trol costs. These strategies include improv-
ing the quality of care provided to enrollees,
increasing enrollee choice by expanding
health plan options, and reducing the rate of
growth of Medicare spending.

Agree, 98.9 percent; Disagree, 0.6 percent.
2. Two competing approaches to Medicare

reform have emerged in Congress. One more
limited approach addresses the Medicare
Part A trust fund, delaying insolvency for an
additional two years through $89 billion in
Medicare Part A trust fund, delaying insol-
vency for an additional two years through
$89 billion in Medicare savings, primarily
from reducing the rate of growth in Medicare
payments to providers A second approach is
more comprehensive in nature, addressing
both Medicare part A (hospital bills) and
Part B (doctors bills). Medicare Part A would
be protected at least an additional 10 years
through $270 billion in Medicare savings
achieved through increased competition and
reducing the rate of growth in Medicare pay-
ments to providers. Which approach would
you favor?

Limited, 4.3 percent; Comprehensive, 94.6
percent.

3. Do you favor or oppose the following ele-
ments of Medicare reform?

a. Provide seniors choices between compet-
ing health plans including existing fee-for-
service benefits.

Favor, 97.4 percent; Oppose, 1.6 percent.
b. Contain Medicare spending by increasing

competition and reducing the rate of growth
in Medicare payments.

Favor, 97.4 percent; Oppose 2.9 percent.
c. Increase managed care options for sen-

iors.
favor, 93.8 percent; Oppose, 43.3 percent.

d. Provide seniors a medical savings ac-
count option.

Favor, 88.2 percent; Oppose, 7.3 percent.
e. Allow provider groups (i.e., doctors and

hospitals) to offer health coverage (similar
to managed care networks) directly to sen-
iors—a new proposal known as provider spon-
sored networks or PSNs.

Favor, 91.9 percent; Oppose, 5.7 percent.
f. Require managed care plans to provide

out-of-network benefits at a higher cost to
the beneficiary.

Favor, 72.4 percent; Oppose, 18.2 percent.
4. For purposes of tabulation: type of orga-

nization: Business, 93.2 percent; Chamber, 4.3
percent; Other, 2.0 percent. Approximate
number of employees: under 10, 29.4 percent;
10–49, 39.5 percent; 50–99, 12.5 percent; 100–249,
8.6 percent; 250–499, 3.7 percent; 500–4,999, 3.7
percent; 5,000 +, 1.4 percent.

[From the U.S. Chamber of Commerce,
Economic Policy Division]

THE MEDICARE CRISIS: THE TAX SOLUTION IS
NO SOLUTION

The only solution detailed by the Medicare
Board of Trustees for achieving financial
balance in Medicare Part A is to raise taxes.
Unfortunately, this is no solution at all.
Higher taxes will rob working individuals of
their hard-won dollars, significantly increase
costs on small and large businesses alike and
bring the economy to the brink of recession.

The Trustees calculate that balancing the
Medicare trust fund for the next 75 years re-
quires us to immediately hike the Medicare
payroll tax from 2.90% to 6.42%. While the
tax increase may seem to amount to only a
few percentage points, it amounts to hun-
dreds of dollars to the typical worker, thou-
sands of dollars to the small business, and
billions of dollars for the economy. Analysis
by the Economic Policy Division of the U.S.
Chamber of Commerce suggests the follow-
ing impacts on individuals, businesses and
the economy:

For a worker making $30,000 a year, total
Medicare payroll taxes paid would jump to
$1,926 from the current $870.

A small business employing 25 such work-
ers would be liable for an additional $13,200
tax payment per year.

When aggregated across the entire econ-
omy, the effect would be to lower real GDP
by $179.4 billion within two years and hold
GDP about $95 billion lower 10 years later.
This amount to a 3.1% decline in GDP in the
short run. With economic growth projected
to average less than 3% over the next five
years, this decline could easily result in a re-
cession.

These results are even more startling when
you consider that they represent an optimis-
tic evaluation, not a worst-case scenario.

OVERVIEW OF MEDICARE: WHY REFORM IS
NECESSARY

Medicare is a nationwide health insurance
program for older Americans and certain dis-
abled persons. It is composed of two parts:
Part A, the hospital insurance (HI) program,
and Part B, the supplementary medical in-
surance (SMI) program.

Part A covers expenses for the first sixty
days of inpatient care less a deductible ($716
in 1995) for those age 65 and older and for the
long-term disabled. It also covers skilled
nursing care, home health care and hospice
care. The HI program is financed primarily
by payroll taxes. Employees and employers
each pay 1.45% of taxable earnings, while
self-employed persons pay 2.90%. In 1994, the
HI earnings caps were eliminated, meaning
that the HI tax applies to all payroll earn-
ings.

Part B is a voluntary program which pays
for physicians’ services, outpatient hospital
services, and other medical expenses for per-
sons aged 65 and over and for the long-term
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disabled. It generally pays 80% of the ap-
proved amount for covered services in excess
of an annual deductible ($100). About a quar-
ter of the funding comes from monthly pre-
miums ($46.10 in 1995); the remainder comes
from general tax revenues and interest.

Medicare is not a means-tested program.
That is, income is not a factor in determin-
ing an individual’s eligibility or, for Part B,
premium levels. Age is the primary eligi-
bility criteria, with the program also extend-
ing to qualified disabled individuals younger
than 65.

Over the years, tax revenues for Medicare
Part A have exceeded disbursements, and so
the remaining revenues have been credited
to the Medicare HI Trust Fund. At the end of
1994, the trust fund held $132.8 billion.

CONCLUSION OF THE TRUSTEES

Each year, trustees of Medicare’s Hospital
Insurance Trust Fund analyze the current
status and the long-term outlook for the
trust fund, and their findings are published
in an annual report. The 1995 edition, issued
in April, demonstrated that the Medicare
system is in serious financial trouble. The
program’s six trustees—four of whom are
Clinton appointees (cabinet secretaries Rob-
ert Rubin, Robert Reich and Donna Shalala,
and commissioner of Social Security, Shir-
ley Chater)—reported the following conclu-
sions:

Based on the financial projections devel-
oped for this report, the Trustees apply an
explicit test of short-range financial ade-
quacy. The HI trust fund fails this test by a
wide margin. In particular, the trust fund is
projected to become insolvent within the
next 6 to 11 years . . . (HI Annual Report, pg.
2)

Under the Trustees’ intermediate assump-
tions, the present financing schedule for the
HI program is sufficient to ensure the pay-
ment of benefits only over the next 7 years
(pg. 3)

The program is severely out of financial
balance and substantial measures will be re-
quired to increase revenues and/or reduce ex-
penditures. (pg. 18)

. . . the HI program is severely out of fi-
nancial balance and the Trustees believe
that the Congress must take timely action
to establish long-term financial stability for
the program. (pg. 28)

The Trustees believe that prompt, effective
and decisive action is necessary (pg. 28)

The same set of Trustees also oversees the
Medicare Part B program. In their 1995 An-
nual Report, they wrote: ‘‘Although the SMI
program (Medicare Part B) is currently actu-
arially sound, the Trustees note with great
concern the past and projected rapid growth
in the cost of the program. . . Growth rates
have been so rapid that outlays of the pro-
gram have increased 53% in the aggregate
and 40% per enrollee in the last 5 years.’’
(SMI Annual Report, pg. 3). ‘‘The Trustees
believe that prompt, effective and decisive
action is necessary.’’ (pg. 3)

Obviously, the Trustees believe that the
Medicare program deserves our careful, im-
mediate attention. The following pages
present the figures that led the Trustees to
their conclusions.

WHERE MEDICARE STANDS TODAY

Medicare is a huge federal program. In
1994: Medicare expenditures reached $160 bil-
lion, just over half the size of Social Secu-
rity; Expenditures grew 11.4% from 1993;
Eleven cents of every dollar spent by the fed-
eral government went to Medicare; Medicare
represented one-fifth of total entitlement
spending.

Between 1990 and 1994, Medicare grew at a
10.4% average annual rate, almost three
times the 3.6% average inflation rate over
the same period and twice the 5.1% average
annual growth of the economy as a whole.

MEDICARE AND THE FEDERAL BUDGET

Medicare spending must be addressed as
part of the solution to balancing the federal
budget. That’s because spending on federal
entitlements—such as Medicare, Medicaid
and Social Security—soared 8.4% annually
on average between 1990 and 1994. Spending
on discretionary, annually appropriated pro-
grams—such as defense, education and infra-
structure—increased 2.2%, which is less than
the rate of inflation. Coming decades will see
even more pressure for entitlement growth,
as the leading edge of the Baby Boom gen-
eration reaches 65 in 2011.

Entitlements are not only the fastest
growing portion of the federal budget,
they’re already its largest component, as
shown in the accompanying chart. Just over
half of all federal expenditures is spent on
entitlements; only a third go to discre-
tionary programs. If we are going to balance
the federal budget—and keep it in balance
over the long term—entitlement reform
must be part of the solution

WHERE MEDICARE IS HEADED IF WE DO NOTHING

Under current law, Medicare is projected
by the Congressional Budget Office to grow
at a 10.4% average annual rate over the next
seven years. In 2002, the CBO projects Medi-
care spending will reach $344 billion, claim-
ing almost 16 cents of every dollar spent by
the federal government.

Moreover, beginning next year, Medicare
HI expenditures will exceed the program’s
revenues. The HI Trust fund, which at year-
end 1994 held $132.8 billion, will have to be
tapped to cover the projected $867 million
difference.

However, according to the Trustees’ An-
nual Report, this shortfall isn’t temporary.
Instead, it will balloon to be about seven
times larger in 1997, which is just the follow-
ing year, and more than twenty times larger
by 1999. Under assumptions reflecting the
most likely demographic and economic
trends. 1996 will be the first year of hemor-
rhage that will deplete the entire trust fund
by 2002—just seven years away. The optimis-
tic set of assumptions buys us only a little
time, with trust fund depletion projected in
2006. Under the pessimistic scenario, the fund
is exhausted as early as 2001. In other words,
within the next 6 to 11 years, it’s virtually
certain that Medicare will be insolvent—un-
less we take action.

The danger of inaction was made clear last
winter when the President’s Bipartisan Com-
mission on Entitlement and Tax Reform,
chaired by Sen. Bob Kerrey and then-Sen.
John Danforth, issued its final report. The
focus of the report was to look not years
ahead, but decades ahead to assess the im-
pact of federal budget trends. The report is
sobering: Under current trends, virtually all
federal government revenues are absorbed by
entitlement spending and net interest by
2010, as shown in Chart 2. Deficit-financing
will be required to cover almost all of the
discretionary programs, including defense,
health research, the FBI, support for edu-
cation, and the federal judicial system.

Ten years later, the situation is worse.
Growth in entitlements is so explosive that
not only would the government have to bor-
row to pay for discretionary expenses, it
would have to borrow funds to pay the lion’s
share of interest payments on the national
debt.
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MEDICARE’S IMPACT ON THE PAY STUB

In addition to detailing the projected dis-
sipation of Trust Fund under current law,
the Trustees’ Report also describes the meas-
ures that would be necessary to shore up the
trust fund over the next 25, 50 and 75 years.
If the expenditure formulas are not altered,
then preserving the trust fund can only be
done through increases in the payroll tax or
additional subsidies from general revenues.
Table 1 illustrates the payroll tax increases

that would be necessary to balance the trust
fund.

CURRENT LAW

Currently, the combined (employee and
employer) Medicare tax rate is 2.90%, applied
to all payroll earnings. A worker earning
$30,000 a year in salary or wages, for in-
stance, is directly taxed 1.45%, or $435 annu-
ally, for Medicare Part A, the hospital insur-
ance program. Employers then match that
payment with another $435, resulting in $870
of tax revenue earmarked for the Medicare

HI trust fund generated by having that work-
er on the payroll.

The Medicare contributions from both the
worker and firm don’t stop there, however.
Because two-thirds of Medicare Part B (SMI)
is financed through general revenues (the
other third coming from Medicare premiums
and interest), a portion of the worker’s and
the firm’s general income taxes are also fi-
nancing Medicare. The Trustees reported
that $36.2 billion of general funds were used
to pay Medicare Part B claims in 1994.

TABLE 1.—MEDICARE HOSPITAL INSURANCE PAYROLL TAXES

Current
law em-
ployee

plus em-
ployer

To balance the HI trust fund over the next—

25 yrs. 50 yrs. 75 yrs.

Additional
tax

Total HI
tax

Additional
tax

Total HI
tax

Additional
tax

Total HI
tax

Tax rates (pct.) ............................................................................................................................................................................................................................. 2.90 1.33 4.23 2.68 5.58 3.52 6.42
Pct. increase over current law ..................................................................................................................................................................................................... ................ ................ 45.9 ................ 92.4 ................ 121.4
Payroll earnings:

$10,000 .................................................................................................................................................................................................................................... $290 $133 $423 $268 $558 $352 $642
20,000 ...................................................................................................................................................................................................................................... 580 266 846 536 1,116 704 1,284
30,000 ...................................................................................................................................................................................................................................... 870 399 1,269 804 1,674 1,056 1,926
40,000 ...................................................................................................................................................................................................................................... 1,160 532 1,692 1,072 2,232 1,408 2,568
50,000 ...................................................................................................................................................................................................................................... 1,450 665 2,115 1,340 2,790 1,760 3,210
60,000 ...................................................................................................................................................................................................................................... 1,740 798 2,538 1,608 3,348 2,112 3,852
70,000 ...................................................................................................................................................................................................................................... 2,030 931 2,961 1,876 3,906 2,464 4,494
80,000 ...................................................................................................................................................................................................................................... 2,320 1,064 3,384 2,144 4,464 2,816 5,136
90,000 ...................................................................................................................................................................................................................................... 2,610 1,197 3,807 2,412 5,022 3,168 5,778
100,000 .................................................................................................................................................................................................................................... 2,900 1,330 4,230 2,680 5,580 3,520 6,420

Source (for all tables): 1995 Annual Report of the Board of Trustees. Medicare Hospital Insurance Trust Fund. Table 1.D3, page 22, Calculations and macroeconomics simulations by the U.S. Chamber of Commerce.

To Balance the Medicare HI Trust Fund for
the Next 25 Years (through 2019): According
to the Trustees’ analysis, the hospital insur-
ance payroll tax would have to rise from
2.90% to 4.23% (a 46% increase) to keep the
HI trust fund in balance for the next 25
years. Further, the increase would have to be
made immediately and maintained through
the entire 25-year period.

For our $30,000/year worker for whom $870
is currently provided to Medicare HI, this in-
crease means an additional tax of $399, bring-
ing total annual hospital insurance payroll
taxes to $1,269. And that’s before any other
federal and state payroll taxes (such as un-
employment insurance and Social Security)
or federal and state income taxes.

However, even this increase in payroll
taxes still leaves the trust fund exhausted in
2019, with the oldest of the baby boomers just
shy of reaching their life expectancy. Be-
cause of this demographic bulge, balancing
the HI trust fund over a longer period would
require even higher payroll taxes.

To Balance the Medicare Trust Fund for
the Next 50 Years (through 2044): Balancing
the trust fund over the next fifty years—a

span long enough to see most of the Baby
Boomers through their lifetimes—would re-
quire virtually doubling the hospital insur-
ance payroll tax from 2.90% to 5.58%. The in-
crease would have to be made immediately
and remain permanent through the entire 50-
year period. Again, for the worker earning
$30,000 a year, the total HI payroll tax rises
from $870 to $1,674, an increase of 92.4%.

To Balance the Medicare Trust Fund for
the Next 75 Years (through 2069): Balancing
the trust fund over the next seventy-five
years—roughly through the life expectancy
of an individual born this year, and the usual
period for long-term fiscal solvency—would
require an immediate boost in the Medicare
tax rate of 121.4%, from 2.90% to 6.42%. Total
HI payroll taxes for a worker earning $30,000
a year would rise from $870 to $1,926.

MEDICARE’S IMPACT ON BUSINESS

Because it’s levied on employment levels,
not income, the payroll tax due remains the
same through both good and bad economic
times. This feature accentuates the pain of a
downturn on employers, who need to pay the
tax regardless of profitability. Consequently,

relative to the income tax, a payroll tax can
be particularly punishing to start-up firms
or companies trying to weather a drop in
business.

Table 2 shows the liability for Medicare HI
payroll taxes that would be faced by firms of
various sizes. Total liability is shown under
current law and under the three tax rates
computed by the Trustees to bring the HI
trust fund in balance over periods of 25, 50
and 75 years.

For instance, a 25-person firm where the
average worker earns $20,000 per year is cur-
rently liable for a $7,250 tax payment for the
Medicare HI program (for their contribution,
the workers themselves would be taxed an
identical amount). To balance the trust fund
over the next 25 years, the combined em-
ployee and employer tax rate would have to
rise from the current 2.90% to 4.23%. Assum-
ing that the liability continues to be evenly
split between the employee and employer,
the firm will face an HI payroll tax of about
2.11% per worker. For our 25-person firm, the
total HI payroll tax would rise from $7,250 to
$10,575 per year.
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TABLE 2.—MEDICARE HOSPITAL INSURANCE PAYROLL TAX ANNUAL EMPLOYER TAX LIABILITY

[In dollars]

Number of employees—

5 10 25 50 100 500 1,000

Average salary: $20,000:
Current law .............................................................................................................................................................................................................................. 1,450 2,900 7,250 14,500 29,000 145,000 290,000

To balance Medicare HI over the next:
25 yrs ....................................................................................................................................................................................................................................... 2,115 4,230 10,575 21,150 42,300 211,500 423,000
50 yrs ....................................................................................................................................................................................................................................... 2,790 5,580 13,950 27,900 55,800 279,000 558,000
75 yrs ....................................................................................................................................................................................................................................... 3,210 6,420 16,050 32,100 64,200 321,000 642,000

Average salary: $30,000:
Current law .............................................................................................................................................................................................................................. 2,175 4,350 10,875 21,750 43,500 217,500 435,000

To balance Medicare HI over the next:
25 yrs ....................................................................................................................................................................................................................................... 3,173 6,345 15,862 31,725 63,450 317,250 634,500
50 yrs ....................................................................................................................................................................................................................................... 4,185 8,370 20,925 41,850 83,700 418,500 837,000
75 yrs ....................................................................................................................................................................................................................................... 4,815 9,630 24,075 48,150 96,300 481,500 963,000

MEDICARE’S IMPACT ON THE ECONOMY

Raising payroll taxes to keep the Medicare
Hospital Insurance trust fund afloat imposes
substantial burdens on both workers and
firms. To measure what that means for the
economy as a whole, we conducted several
policy simulations using the highly re-
spected Washington University Macro Model
from Laurence H. Meyer & Associates of St.
Louis, MO.

The results are striking: The economy
would suffer through sharply slower eco-
nomic growth and higher unemployment in
the near term. Over a longer period, the
economy is saddled with a permanent loss of
production and employment. As shown in
Tables 3 and 4, the degree of severity for
GDP and employment depends upon the in-
crease in Medicare taxes enacted.

The tables compare each of three alter-
native tax simulations specified in the

Trustees’ Annual Report to LHM&A’s June
1995 baseline forecast. To demonstrate the
policy change working its way through the
economy, we display the results for three of
the ten years of our simulation: 1997, 2000
and 2004. This gives us snapshots of he short-
term, intermediate-term and long-term im-
pacts on economic output and employment.
In each case, the imposition of the Medicare
payroll tax increase takes place in the fourth
quarter of 1995.

TABLE 3.—IMPACT ON GROSS DOMESTIC PRODUCT
[Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Yrs to balance HI trust fund

Required
Medicare
tax rate
(pct.)

Difference from baseline in given
year, billions of 1987 dollars

Pct difference from baseline in
given year (pct.)

1997 2000 2004 1997 2000 2004

25 Yrs ........................................................................................................................................................................................................................................... 4.23 ¥68.4 ¥30.1 ¥36.1 ¥1.2 ¥0.5 ¥0.5
50 Yrs ........................................................................................................................................................................................................................................... 5.58 ¥137.1 ¥60.5 ¥72.1 ¥2.4 ¥1.0 ¥1.1
75 Yrs ........................................................................................................................................................................................................................................... 6.42 ¥179.4 ¥79.4 ¥95.6 ¥3.16 ¥1.3 ¥1.4

As shown in Table 3, if the government im-
posed the most modest payroll tax increase—
enough to keep the Medicare trust fund in
balance for the next 25 years—production in
the economy would be 1.2%, or almost $70
billion, lower in 1997 than it would have been
otherwise. By 2000, the percentage-point gap
between the alternative closes to within 0.5%
of the baseline level of production, but that
distance is maintained even ten years after
the tax increase took effect.

The short-term loss in output translates
into 1.2 million fewer jobs relative to what
we would have had otherwise, as shown in
Table 4. While this decline to about 1% of the
economy’s jobs, moderates over time, the
economy appears to have lost over 0.5% of its
jobs permanently.

Of course, all of this economic turbulence
puts the Medicare HI trust fund in actuarial
balance for only the next 25 years. To gen-
erate long-term actuarial balance for the full

75-year period, the Medicare payroll tax rate
would have to jump form 2.90% to 6.42%,
triggering even stronger economic impacts
than those described above. Production in
the economy would be about 3% lower in 1997
than it would have been otherwise, with the
long-term loss in output projected at 1.5%.
Over 3 million jobs would be eliminated in
1997 relative to the baseline, with a projected
permanent loss of about 1.5% of total em-
ployment over the long term.

TABLE 4.—IMPACT ON EMPLOYMENT
[Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Yrs to balance HI trust fund

Required
Medicare
tax rate
(pct.)

Difference from baseline in given
year, millions of jobs

Percent difference from baseline
in given year (pct.)

1997 2000 2004 1997 2000 2004

25 Yrs ........................................................................................................................................................................................................................................... 4.23 ¥1.2 ¥0.6 ¥0.8 ¥0.9 ¥0.4 ¥0.6
50 Yrs ........................................................................................................................................................................................................................................... 5.58 ¥2.4 ¥1.2 ¥1.6 ¥1.9 ¥0.9 ¥1.2
75 Yrs ........................................................................................................................................................................................................................................... 6.42 ¥3.2 ¥1.5 ¥2.2 ¥2.5 ¥1.2 ¥1.5

As dramatic as these figures are, there’s
good reason to believe that they are optimis-
tic estimates. Because the macro model used
in these simulations treats the Medicare
payroll tax like the Social Security payroll
tax, the increases in the tax rates apply only
to the first $61,200 earned (in 1995, and rising
afterwards). That is, the model is not pick-
ing up the economic impact of applying the
higher tax rates to incomes over the taxable
base. Thus, these results should be consid-
ered a minimum measure of the economic
impact of raising Medicare payroll taxes. At-
tempts to account for this problem yield sig-
nificantly greater job loss and lower GDP.
These results are available from the Eco-
nomic Policy Division of the U.S. Chamber
of Commerce.

It is important to note that, even with the
set of numbers presented here with its inher-
ent bias toward underestimating the eco-
nomic impact, we can see that using payroll
taxes to balance the Medicare trust fund im-
poses severe costs on the U.S. economy.
These results clearly indicate that the Medi-

care problem must be solved by fundamental
program reform, not tax increases.

Mr. BLILEY. Mr. Chairman, I yield
back the balance of my time.

The CHAIRMAN (Mr. LINDER). All
time for general debate has expired.

Pursuant to the rule, an amendment
in the nature of a substitute consisting
of the text of H.R. 2485, modified by the
amendment printed in House Report
104–282, is adopted and the bill, as
amended, is considered as an original
bill for the purpose of further amend-
ment and is considered read.

The text of the amendment in the na-
ture of a substitute, as modified, is as
follows:

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. PURPOSE.

The purpose of this Act is to reform the
medicare program, in order to preserve and

protect the financial stability of the pro-
gram.

TITLE XV—MEDICARE
SEC. 15000. SHORT TITLE OF TITLE; AMEND-

MENTS AND REFERENCES TO OBRA;
TABLE OF CONTENTS OF TITLE.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Medicare Preservation Act of 1995’’.

(b) AMENDMENTS TO SOCIAL SECURITY
ACT.—Except as otherwise specifically pro-
vided, whenever in this title 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) REFERENCES TO OBRA.—In this title,
the terms ‘‘OBRA–1986’’, ‘‘OBRA–1987’’,
‘‘OBRA–1989’’, ‘‘OBRA–1990’’, and ‘‘OBRA–
1993’’ refer to the Omnibus Budget Reconcili-
ation Act of 1986 (Public Law 99–509), the
Omnibus Budget Reconciliation Act of 1987
(Public Law 100–203), the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101–
239), the Omnibus Budget Reconciliation Act



CONGRESSIONAL RECORD — HOUSE H 10389October 19, 1995
of 1990 (Public Law 101–508), and the Omnibus
Budget Reconciliation Act of 1993 (Public
Law 103–66), respectively.

(d) TABLE OF CONTENTS OF TITLE.—The
table of contents of this title is as follows:

Sec. 15000. Short title of title; amendments
and references to OBRA; table
of contents of title.

Subtitle A—MedicarePlus Program
PART 1—INCREASING CHOICE UNDER THE

MEDICARE PROGRAM

Sec. 15001. Increasing choice under medi-
care.

Sec. 15002. MedicarePlus program.

‘‘PART C—PROVISIONS RELATING TO
MEDICAREPLUS

‘‘Sec. 1851. Requirements for
MedicarePlus organizations;
high deductible/medisave prod-
ucts.

‘‘Sec. 1852. Requirements relating to
benefits, provision of services,
enrollment, and premiums.

‘‘Sec. 1853. Patient protection standards.
‘‘Sec. 1854. Provider-sponsored organiza-

tions.
‘‘Sec. 1855. Payments to MedicarePlus

organizations.
‘‘Sec. 1856. Establishment of standards

for MedicarePlus organizations
and products.

‘‘Sec. 1857. MedicarePlus certification.
‘‘Sec. 1858. Contracts with MedicarePlus

organizations.’’
Sec. 15003. Duplication and coordination of

medicare-related products.
Sec. 15004. Transitional rules for current

medicare HMO program.

PART 2—SPECIAL RULES FOR MEDICAREPLUS
MEDICAL SAVINGS ACCOUNTS

Sec. 15011. MedicarePlus MSA’s.
Sec. 15012. Certain rebates excluded from

gross income.

PART 3—SPECIAL ANTITRUST RULE FOR
PROVIDER SERVICE NETWORKS

Sec. 15021. Application of antitrust rule of
reason to provider service net-
works.

PART 4—COMMISSIONS

Sec. 15031. Medicare Payment Review Com-
mission.

Sec. 15032. Commission on the Effect of the
Baby Boom Generation on the
Medicare Program.

Sec. 15033. Change in appointment of Admin-
istrator of HCFA.

PART 5—TREATMENT OF HOSPITALS WHICH
PARTICIPATE IN PROVIDER-SPONSORED OR-
GANIZATIONS

Sec. 15041. Treatment of hospitals which
participate in provider-spon-
sored organizations.

Subtitle B—Preventing Fraud and Abuse
PART 1—GENERAL PROVISIONS

Sec. 15101. Increasing awareness of fraud and
abuse.

Sec. 15102. Beneficiary incentive programs.
Sec. 15103. Intermediate sanctions for medi-

care health maintenance orga-
nizations.

Sec. 15104. Voluntary disclosure program.
Sec. 15105. Revisions to current sanctions.
Sec. 15106. Direct spending for anti-fraud ac-

tivities under medicare.
Sec. 15107. Permitting carriers to carry out

prior authorization for certain
items of durable medical equip-
ment.

Sec. 15108. National Health Care Anti-Fraud
Task Force.

Sec. 15109. Study of adequacy of private
quality assurance programs.

Sec. 15110. Penalty for false certification for
home health services.

Sec. 15111. Pilot projects.
PART 2—REVISIONS TO CRIMINAL LAW

Sec. 15121. Definition of Federal health care
offense.

Sec. 15122. Health care fraud.
Sec. 15123. Theft or embezzlement.
Sec. 15124. False statements.
Sec. 15125. Bribery and graft.
Sec. 15126. Illegal remuneration with respect

to health care benefit pro-
grams.

Sec. 15127. Obstruction of criminal inves-
tigations of health care of-
fenses.

Sec. 15128. Civil penalties for violations of
Federal health care offenses.

Sec. 15129. Injunctive relief relating to
health care offenses.

Sec. 15130. Authorized investigative demand
procedures.

Sec. 15131. Grand jury disclosure.
Sec. 15132. Miscellaneous amendments to

title 18, United States Code.
Subtitle C—Regulatory Relief

PART 1—PHYSICIAN OWNERSHIP REFERRAL
REFORM

Sec. 15201. Repeal of prohibitions based on
compensation arrangements.

Sec. 15202. Revision of designated health
services subject to prohibition.

Sec. 15203. Delay in implementation until
promulgation of regulations.

Sec. 15204. Exceptions to prohibition.
Sec. 15205. Repeal of reporting requirements.
Sec. 15206. Preemption of State law.
Sec. 15207. Effective date.

PART 2—OTHER MEDICARE REGULATORY
RELIEF

Sec. 15211. Repeal of Medicare and Medicaid
Coverage Data Bank.

Sec. 15212. Clarification of level of intent re-
quired for imposition of sanc-
tions.

Sec. 15213. Additional exception to anti-
kickback penalties for managed
care arrangements.

Sec. 15214. Solicitation and publication of
modifications to existing safe
harbors and new safe harbors.

Sec. 15215. Issuance of advisory opinions
under title XI.

Sec. 15216. Prior notice of changes in billing
and claims processing require-
ments for physicians’ services.

PART 3—PROMOTING PHYSICIAN SELF-
POLICING

Sec. 15221. Exemption from antitrust laws
for certain activities of medical
self-regulatory entities.

Subtitle D—Medical Liability Reform
PART 1—GENERAL PROVISIONS

Sec. 15301. Federal reform of health care li-
ability actions.

Sec. 15302. Definitions.
Sec. 15303. Effective date.

PART 2—UNIFORM STANDARDS FOR HEALTH
CARE LIABILITY ACTIONS

Sec. 15311. Statute of limitations.
Sec. 15312. Calculation and payment of dam-

ages.
Sec. 15313. Alternative dispute resolution.
Subtitle E—Teaching Hospitals and Graduate

Medical Education
PART 1—TEACHING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FUND

Sec. 15401. Establishment of Fund; payments
to teaching hospitals.

‘‘TITLE XXII—TEACHING HOSPITAL AND
GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘Sec. 2201. Establishment of Fund.

‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘Subpart 1—Requirement of Payments
‘‘Sec. 2211. Formula payments to teach-

ing hospitals.
‘‘Subpart 2—Amount Relating to Indirect

Costs of Graduate Medical Education
‘‘Sec. 2221. Determination of amount re-

lating to indirect costs.
‘‘Sec. 2222. Indirect costs; special rules

regarding determination of hos-
pital-specific percentage.

‘‘Sec. 2223. Indirect costs; alternative
payments regarding teaching
hospitals in certain States.

‘‘Subpart 3—Amount Relating to Direct
Costs of Graduate Medical Education
‘‘Sec. 2231. Determination of amount re-

lating to direct costs.
‘‘Sec. 2232. Direct costs; special rules re-

garding determination of hos-
pital-specific percentage.

‘‘Sec. 2233. Direct costs; authority for
payments to consortia of pro-
viders.

‘‘Sec. 2234. Direct costs; alternative pay-
ments regarding teaching hos-
pitals in certain States.

‘‘Subpart 4—General Provisions
‘‘Sec. 2241. Adjustments in payment

amounts.’’
PART 2—AMENDMENTS TO MEDICARE PROGRAM

Sec. 15411. Transfers to Teaching Hospital
and Graduate Medical Edu-
cation Trust Fund.

Sec. 15412. Modification in payment policies
regarding graduate medical
education.

PART 3—REFORM OF FEDERAL POLICIES RE-
GARDING TEACHING HOSPITALS AND GRAD-
UATE MEDICAL EDUCATION

Sec. 15421. Establishment of advisory panel
for recommending policies.

‘‘PART C—OTHER MATTERS

‘‘Sec. 2251. Advisory Panel on Reform in
Financing of Teaching Hos-
pitals and Graduate Medical
Education.’’

Subtitle F—Provisions Relating to Medicare
Part A

PART 1—HOSPITALS

SUBPART A—GENERAL PROVISIONS RELATING TO
HOSPITALS

Sec. 15501. Reductions in inflation updates
for PPS hospitals.

Sec. 15502. Reductions in disproportionate
share payment adjustments.

Sec. 15503. Payments for capital-related
costs for inpatient hospital
services.

Sec. 15504. Reduction in adjustment for indi-
rect medical education.

Sec. 15505. Treatment of PPS-exempt hos-
pitals.

Sec. 15506. Reduction in payments to hos-
pitals for enrollees’ bad debts.

Sec. 15507. Permanent extension of hemo-
philia pass-through.

Sec. 15508. Conforming amendment to cer-
tification of Christian Science
providers.

SUBPART B—PROVISIONS RELATING TO RURAL
HOSPITALS

Sec. 15511. Sole community hospitals.
Sec. 15512. Clarification of treatment of EAC

and RPC hospitals.
Sec. 15513. Establishment of rural emer-

gency access care hospitals.
Sec. 15514. Classification of rural referral

centers.
Sec. 15515. Floor on area wage index.

PART 2—PAYMENTS TO SKILLED NURSING
FACILITIES

Sec. 15521. Payments for routine service
costs.
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Sec. 15522. Incentives for cost effective man-

agement of covered non-routine
services.

Sec. 15523. Payments for routine service
costs.

Sec. 15524. Reductions in payment for cap-
ital-related costs.

Sec. 15525. Treatment of items and services
paid for under part B.

Sec. 15526. Certification of facilities meeting
revised nursing home reform
standards.

Sec. 15527. Medical review process.
Sec. 15528. Report by Medicare Payment Re-

view Commission.
Sec. 15529. Effective date.
PART 3—CLARIFICATION OF CREDITS TO PART

A TRUST FUND

Sec. 15531. Clarification of amount of taxes
credited to Federal Hospital In-
surance Trust Fund.

Subtitle G—Provisions Relating to Medicare
Part B

PART 1—PAYMENT REFORMS

Sec. 15601. Payments for physicians’ serv-
ices.

Sec. 15602. Elimination of formula-driven
overpayments for certain out-
patient hospital services.

Sec. 15603. Payments for durable medical
equipment.

Sec. 15604. Reduction in updates to payment
amounts for clinical diagnostic
laboratory tests.

Sec. 15605. Extension of reductions in pay-
ments for costs of hospital out-
patient services.

Sec. 15606. Freeze in payments for ambula-
tory surgical center services.

Sec. 15607. Rural emergency access care hos-
pitals.

Sec. 15608. Ensuring payment for physician
and nurse for jointly furnished
anesthesia services.

Sec. 15609. Statewide fee schedule area for
physicians’ services.

Sec. 15609A. Establishment of fee schedule
for ambulance services.

Sec. 15609B. Standards for physical therapy
services furnished by physi-
cians.

PART 2—PART B PREMIUM

Sec. 15611. Extension of part B premium.
Sec. 15612. Income-related reduction in med-

icare subsidy.
PART 3—ADMINISTRATION AND BILLING OF

LABORATORY SERVICES

Sec. 15621. Administrative simplification for
laboratory services.

Sec. 15622. Restrictions on direct billing for
laboratory services.

PART 4—QUALITY STANDARDS FOR DURABLE
MEDICAL EQUIPMENT

Sec. 15631. Recommendations for quality
standards for durable medicare
equipment.

Subtitle H—Provisions Relating to Medicare
Parts A and B

PART 1—PAYMENT FOR HOME HEALTH
SERVICES

Sec. 15701. Payment for home health serv-
ices.

Sec. 15702. Maintaining savings resulting
from temporary freeze on pay-
ment increases for home health
services.

Sec. 15703. Extension of waiver of presump-
tion of lack of knowledge of ex-
clusion from coverage for home
health agencies.

Sec. 15704. Report on recommendations for
payments and certification for
home health services of Chris-
tian Science providers.

Sec. 15705. Extension of period of home
health agency certification.

PART 2—MEDICARE SECONDARY PAYER
IMPROVEMENTS

Sec. 15711. Extension and expansion of exist-
ing requirements.

Sec. 15712. Improvements in recovery of pay-
ments.

Sec. 15713. Prohibiting retroactive applica-
tion of policy regarding ESRD
beneficiaries enrolled in pri-
mary plans.
PART 3—FAILSAFE

Sec. 15721. Failsafe budget mechanism.
PART 4—ADMINISTRATIVE SIMPLIFICATION

Sec. 15731. Standards for medicare informa-
tion transactions and data ele-
ments.

PART 5—OTHER PROVISIONS RELATING TO
PARTS A AND B

Sec. 15741. Clarification of medicare cov-
erage of items and services as-
sociated with certain medical
devices approved for investiga-
tional use.

Sec. 15742. Additional exclusion from cov-
erage.

Sec. 15743. Competitive bidding for certain
items and services.

Sec. 15744. Disclosure of criminal convic-
tions relating to provision of
home health services.

Sec. 15745. Requiring renal dialysis facilities
to make services available on a
24-hour basis.

Subtitle I—Clinical Laboratories
Sec. 15801. Exemption of physician office

laboratories.
Subtitle J—Lock-Box Provisions for Medicare

Part B Savings from Growth Reductions
Sec. 15901. Establishment of Medicare

Growth Reduction Trust Fund
for Part B savings.

Subtitle A—MedicarePlus Program
PART 1—INCREASING CHOICE UNDER THE

MEDICARE PROGRAM
Subtitle A, Part 1

SEC. 15001. INCREASING CHOICE UNDER MEDI-
CARE.

(a) IN GENERAL.—Title XVIII is amended by
inserting after section 1804 the following new
section:

‘‘PROVIDING FOR CHOICE OF COVERAGE

‘‘SEC. 1805. (a) CHOICE OF COVERAGE.—
‘‘(1) IN GENERAL.—Subject to the provisions

of this section, every individual who is enti-
tled to benefits under part A and enrolled
under part B shall elect to receive benefits
under this title through one of the following:

‘‘(A) THROUGH FEE-FOR-SERVICE SYSTEM.—
Through the provisions of parts A and B.

‘‘(B) THROUGH A MEDICAREPLUS PRODUCT.—
Through a MedicarePlus product (as defined
in paragraph (2)), which may be—

‘‘(i) a high deductible/medisave product
(and a contribution into a MedicarePlus
medical savings account (MSA)),

‘‘(ii) a product offered by a provider-spon-
sored organization,

‘‘(iii) a product offered by an organization
that is a union, Taft-Hartley plan, or asso-
ciation, or

‘‘(iv) a product providing for benefits on a
fee-for-service or other basis.

‘‘(2) MEDICAREPLUS PRODUCT DEFINED.—For
purposes this section and part C, the term
‘MedicarePlus product’ means health bene-
fits coverage offered under a policy, con-
tract, or plan by a MedicarePlus organiza-
tion (as defined in section 1851(a)) pursuant
to and in accordance with a contract under
section 1858.

‘‘(3) TERMINOLOGY RELATING TO OPTIONS.—
For purposes of this section and part C—

‘‘(A) NON-MEDICAREPLUS OPTION.—An indi-
vidual who has made the election described

in paragraph (1)(A) is considered to have
elected the ‘Non-MedicarePlus option’.

‘‘(B) MEDICAREPLUS OPTION.—An individual
who has made the election described in para-
graph (1)(B) to obtain coverage through a
MedicarePlus product is considered to have
elected the ‘MedicarePlus option’ for that
product.

‘‘(b) SPECIAL RULES.—
‘‘(1) RESIDENCE REQUIREMENT.—Except as

the Secretary may otherwise provide, an in-
dividual is eligible to elect a MedicarePlus
product offered by a MedicarePlus organiza-
tion only if the organization in relation to
the product serves the geographic area in
which the individual resides.

‘‘(2) AFFILIATION REQUIREMENTS FOR CER-
TAIN PRODUCTS.—

‘‘(A) IN GENERAL.—Subject to subparagraph
(B), an individual is eligible to elect a
MedicarePlus product offered by a limited
enrollment MedicarePlus organization (as
defined in section 1852(c)(4)(E)) only if—

‘‘(i) the individual is eligible under section
1852(c)(4) to make such election, and

‘‘(ii) in the case of a MedicarePlus organi-
zation that is a union sponsor or a Taft-Hart-
ley sponsor (as defined in section 1852(c)(4)),
the individual elected under this section a
MedicarePlus product offered by the sponsor
during the first enrollment period in which
the individual was eligible to make such
election with respect to such sponsor.

‘‘(B) NO REELECTION AFTER DISENROLLMENT

FOR CERTAIN PRODUCTS.—An individual is not
eligible to elect a MedicarePlus product of-
fered by a MedicarePlus organization that is
a union sponsor or a Taft-Hartley sponsor if
the individual previously had elected a
MedicarePlus product offered by the organi-
zation and had subsequently discontinued to
elect such a product offered by the organiza-
tion.

‘‘(3) SPECIAL RULE FOR CERTAIN ANNU-
ITANTS.—An individual is not eligible to
elect a high deductible/medisave product if
the individual is entitled to benefits under
chapter 89 of title 5, United States Code, as
an annuitant or spouse of an annuitant.

‘‘(c) PROCESS FOR EXERCISING CHOICE.—
‘‘(1) IN GENERAL.—The Secretary shall es-

tablish a process through which elections de-
scribed in subsection (a) are made and
changed, including the form and manner in
which such elections are made and changed.
Such elections shall be made or changed only
during coverage election periods specified
under subsection (e) and shall become effec-
tive as provided in subsection (f).

‘‘(2) EXPEDITED IMPLEMENTATION.—The Sec-
retary shall establish the process of electing
coverage under this section during the tran-
sition period (as defined in subsection
(e)(1)(B)) in such an expedited manner as will
permit such an election for MedicarePlus
products in an area as soon as such products
become available in that area.

‘‘(3) COORDINATION THROUGH MEDICAREPLUS

ORGANIZATIONS.—
‘‘(A) ENROLLMENT.—Such process shall per-

mit an individual who wishes to elect a
MedicarePlus product offered by a
MedicarePlus organization to make such
election through the filing of an appropriate
election form with the organization.

‘‘(B) DISENROLLMENT.—Such process shall
permit an individual, who has elected a
MedicarePlus product offered by a
MedicarePlus organization and who wishes
to terminate such election, to terminate
such election through the filing of an appro-
priate election form with the organization.

‘‘(4) DEFAULT.—
‘‘(A) INITIAL ELECTION.—
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‘‘(i) IN GENERAL.—Subject to clause (ii), an

individual who fails to make an election dur-
ing an initial election period under sub-
section (e)(1) is deemed to have chosen the
Non-MedicarePlus option.

‘‘(ii) SEAMLESS CONTINUATION OF COV-
ERAGE.—The Secretary shall establish proce-
dures under which individuals who are en-
rolled with a MedicarePlus organization at
the time of the initial election period and
who fail to elect to receive coverage other
than through the organization are deemed to
have elected an appropriate MedicarePlus
product offered by the organization.

‘‘(B) CONTINUING PERIODS.—An individual
who has made (or deemed to have made) an
election under this section is considered to
have continued to make such election until
such time as—

‘‘(i) the individual changes the election
under this section, or

‘‘(ii) a MedicarePlus product is discon-
tinued, if the individual had elected such
product at the time of the discontinuation.

‘‘(5) AGREEMENTS WITH COMMISSIONER OF SO-
CIAL SECURITY TO PROMOTE EFFICIENT ADMIN-
ISTRATION.—In order to promote the efficient
administration of this section and the
MedicarePlus program under part C, the Sec-
retary may enter into an agreement with the
Commissioner of Social Security under
which the Commissioner performs adminis-
trative responsibilities relating to enroll-
ment and disenrollment in MedicarePlus
products under this section.

‘‘(d) PROVISION OF BENEFICIARY INFORMA-
TION TO PROMOTE INFORMED CHOICE.—

‘‘(1) IN GENERAL.—The Secretary shall pro-
vide for activities under this subsection to
disseminate broadly information to medicare
beneficiaries (and prospective medicare
beneficiaries) on the coverage options pro-
vided under this section in order to promote
an active, informed selection among such op-
tions. Such information shall be made avail-
able on such a timely basis (such as 6 months
before the date an individual would first at-
tain eligibility for medicare on the basis of
age) as to permit individuals to elect the
MedicarePlus option during the initial elec-
tion period described in subsection (e)(1).

‘‘(2) USE OF NONFEDERAL ENTITIES.—The
Secretary shall, to the maximum extent fea-
sible, enter into contracts with appropriate
non-Federal entities to carry out activities
under this subsection.

‘‘(3) SPECIFIC ACTIVITIES.—In carrying out
this subsection, the Secretary shall provide
for at least the following activities in all
areas in which MedicarePlus products are of-
fered:

‘‘(A) INFORMATION BOOKLET.—
‘‘(i) IN GENERAL.—The Secretary shall pub-

lish an information booklet and disseminate
the booklet to all individuals eligible to
elect the MedicarePlus option under this sec-
tion during coverage election periods.

‘‘(ii) INFORMATION INCLUDED.—The booklet
shall include information presented in plain
English and in a standardized format regard-
ing—

‘‘(I) the benefits (including cost-sharing)
and premiums for the various MedicarePlus
products in the areas involved;

‘‘(II) the quality of such products, includ-
ing consumer satisfaction information; and

‘‘(III) rights and responsibilities of medi-
care beneficiaries under such products.

‘‘(iii) PERIODIC UPDATING.—The booklet
shall be updated on a regular basis (not less
often than once every 12 months) to reflect
changes in the availability of MedicarePlus
products and the benefits and premiums for
such products.

‘‘(B) TOLL-FREE NUMBER.—The Secretary
shall maintain a toll-free number for inquir-
ies regarding MedicarePlus options and the
operation of part C.

‘‘(C) GENERAL INFORMATION IN MEDICARE
HANDBOOK.—The Secretary shall include in-
formation about the MedicarePlus option
provided under this section in the annual no-
tice of medicare benefits under section 1804.

‘‘(e) COVERAGE ELECTION PERIODS.—
‘‘(1) INITIAL CHOICE UPON ELIGIBILITY TO

MAKE ELECTION.—
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who first becomes entitled to benefits
under part A and enrolled under part B after
the beginning of the transition period (as de-
fined in subparagraph (B)), the individual
shall make the election under this section
during a period (of a duration and beginning
at a time specified by the Secretary) at the
first time the individual both is entitled to
benefits under part A and enrolled under
part B. Such period shall be specified in a
manner so that, in the case of an individual
who elects a MedicarePlus product during
the period, coverage under the product be-
comes effective as of the first date on which
the individual may receive such coverage.

‘‘(B) TRANSITION PERIOD DEFINED.—In this
subsection, the term ‘transition period’
means, with respect to an individual in an
area, the period beginning on the first day of
the first month in which a MedicarePlus
product is first made available to individuals
in the area and ending with the month pre-
ceding the beginning of the first annual, co-
ordinated election period under paragraph
(3).

‘‘(2) DURING TRANSITION PERIOD.—Subject
to paragraph (6)—

‘‘(A) CONTINUOUS OPEN ENROLLMENT INTO A
MEDICARE-PLUS OPTION.—During the transi-
tion period, an individual who is eligible to
make an election under this section and who
has elected the non-MedicarePlus option
may change such election to a MedicarePlus
option at any time.

‘‘(B) OPEN DISENROLLMENT BEFORE END OF
TRANSITION PERIOD.—

‘‘(i) IN GENERAL.—During the transition pe-
riod, an individual who has elected a
MedicarePlus option for a MedicarePlus
product may change such election to another
MedicarePlus product or to the non-
MedicarePlus option.

‘‘(ii) SPECIAL RULE.—During the transition
period, an individual who has elected a high
deductible/medisave product may not change
such election to a MedicarePlus product that
is not a high deductible/medisave product
unless the individual has had such election
in effect for 12 months.

‘‘(3) ANNUAL, COORDINATED ELECTION PE-
RIOD.—

‘‘(A) IN GENERAL.—Subject to paragraph
(5), each individual who is eligible to make
an election under this section may change
such election during annual, coordinated
election periods.

‘‘(B) ANNUAL, COORDINATED ELECTION PE-
RIOD.—For purposes of this section, the term
‘annual, coordinated election period’ means,
with respect to a calendar year (beginning
with 1998), the month of October before such
year.

‘‘(C) MEDICAREPLUS HEALTH FAIR DURING OC-
TOBER, 1996.—In the month of October, 1996,
the Secretary shall provide for a nationally
coordinated educational and publicity cam-
paign to inform individuals, who are eligible
to elect MedicarePlus products, about such
products and the election process provided
under this section (including the annual, co-
ordinated election periods that occur in sub-
sequent years).

‘‘(4) SPECIAL 90-DAY DISENROLLMENT OP-
TION.—

‘‘(A) IN GENERAL.—In the case of the first
time an individual elects a MedicarePlus op-
tion (other than a high deductible/medisave
product) under this section, the individual
may discontinue such election through the

filing of an appropriate notice during the 90-
day period beginning on the first day on
which the individual’s coverage under the
MedicarePlus product under such option be-
comes effective.

‘‘(B) EFFECT OF DISCONTINUATION OF ELEC-
TION.—An individual who discontinues an
election under this paragraph shall be
deemed at the time of such discontinuation
to have elected the Non-MedicarePlus op-
tion.

‘‘(5) SPECIAL ELECTION PERIODS.—An indi-
vidual may discontinue an election of a
MedicarePlus product offered by a
MedicarePlus organization other than during
an annual, coordinated election period and
make a new election under this section if—

‘‘(A) the organization’s or product’s certifi-
cation under part C has been terminated or
the organization has terminated or other-
wise discontinued providing the product;

‘‘(B) in the case of an individual who has
elected a MedicarePlus product offered by a
MedicarePlus organization, the individual is
no longer eligible to elect the product be-
cause of a change in the individual’s place of
residence or other change in circumstances
(specified by the Secretary, but not includ-
ing termination of membership in a qualified
association in the case of a product offered
by a qualified association or termination of
the individual’s enrollment on the basis de-
scribed in clause (i) or (ii) section
1852(c)(3)(B));

‘‘(C) the individual demonstrates (in ac-
cordance with guidelines established by the
Secretary) that—

‘‘(i) the organization offering the product
substantially violated a material provision
of the organization’s contract under part C
in relation to the individual and the product;
or

‘‘(ii) the organization (or an agent or other
entity acting on the organization’s behalf)
materially misrepresented the product’s pro-
visions in marketing the product to the indi-
vidual; or

‘‘(D) the individual meets such other condi-
tions as the Secretary may provide.

‘‘(6) SPECIAL RULE FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCTS.—Notwithstanding the
previous provisions of this subsection, an in-
dividual may elect a high deductible/
medisave product only during an annual, co-
ordinated election period described in para-
graph (3)(B) or during the month of October,
1996.

‘‘(f) EFFECTIVENESS OF ELECTIONS.—
‘‘(1) DURING INITIAL COVERAGE ELECTION PE-

RIOD.—An election of coverage made during
the initial coverage election period under
subsection (e)(1)(A) shall take effect upon
the date the individual becomes entitled to
benefits under part A and enrolled under
part B, except as the Secretary may provide
(consistent with section 1838) in order to pre-
vent retroactive coverage.

‘‘(2) DURING TRANSITION; 90-DAY
DISENROLLMENT OPTION.—An election of cov-
erage made under subsection (e)(2) and an
election to discontinue a MedicarePlus op-
tion under subsection (e)(4) at any time shall
take effect with the first calendar month fol-
lowing the date on which the election is
made.

‘‘(3) ANNUAL, COORDINATED ELECTION PERIOD
AND MEDISAVE ELECTION.—An election of cov-
erage made during an annual, coordinated
election period (as defined in subsection
(e)(3)(B)) in a year or for a high deductible/
medisave product shall take effect as of the
first day of the following year.

‘‘(4) OTHER PERIODS.—An election of cov-
erage made during any other period under
subsection (e)(5) shall take effect in such
manner as the Secretary provides in a man-
ner consistent (to the extent practicable)
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with protecting continuity of health benefit
coverage.

‘‘(g) EFFECT OF ELECTION OF MEDICAREPLUS
OPTION.—Subject to the provisions of section
1855(f), payments under a contract with a
MedicarePlus organization under section
1858(a) with respect to an individual electing
a MedicarePlus product offered by the orga-
nization shall be instead of the amounts
which (in the absence of the contract) would
otherwise be payable under parts A and B for
items and services furnished to the individ-
ual.

‘‘(h) ADMINISTRATION.—
‘‘(1) IN GENERAL.—This part and sections

1805 and 1876 shall be administered through
an operating division (A) that is established
or identified by the Secretary in the Depart-
ment of Health and Human Services, (B) that
is separate from the Health Care Financing
Administration, and (C) the primary func-
tion of which is the administration of this
part and such sections. The director of such
division shall be of equal pay and rank to
that of the individual responsible for overall
administration of parts A and B.

‘‘(2) TRANSFER AUTHORITY.—The Secretary
shall transfer such personnel, administrative
support systems, assets, records, funds, and
other resources in the Health Care Financing
Administration to the operating division re-
ferred to in paragraph (1) as are used in the
administration of section 1876 and as may be
required to implement the provisions re-
ferred to in such paragraph promptly and ef-
ficiently.’’.
SEC. 15002. MEDICAREPLUS PROGRAM.

(a) IN GENERAL.—Title XVIII is amended by
redesignating part C as part D and by insert-
ing after part B the following new part:

‘‘PART C—PROVISIONS RELATING TO
MEDICAREPLUS

‘‘REQUIREMENTS FOR MEDICAREPLUS ORGANIZATIONS; HIGH DEDUCTIBLE/MEDISAVE PRODUCTS
II is amended by redesignating part C as part D and by inserting after part B the following new part:

‘‘SEC. 1851. (a) MEDICAREPLUS ORGANIZA-
TION DEFINED.—In this part, subject to the
succeeding provisions of this section, the
term ‘MedicarePlus organization’ means a
public or private entity that is certified
under section 1857 as meeting the require-
ments and standards of this part for such an
organization.

‘‘(b) ORGANIZED AND LICENSED UNDER STATE
LAW.—

‘‘(1) IN GENERAL.—A MedicarePlus organi-
zation shall be organized and licensed under
State law to offer health insurance or health
benefits coverage in each State in which it
offers a MedicarePlus product.

‘‘(2) EXCEPTION FOR UNION AND TAFT-HART-
LEY SPONSORS.—Paragraph (1) shall not apply
to an MedicarePlus organization that is a
union sponsor or a Taft-Hartley sponsor (as
defined in section 1852(c)(4)).

‘‘(3) EXCEPTION FOR PROVIDER-SPONSORED
ORGANIZATIONS.—Paragraph (1) shall not
apply to a MedicarePlus organization that is
a provider-sponsored organization (as defined
in section 1854(a)) except to the extent pro-
vided under section 1857(c).

‘‘(4) EXCEPTION FOR QUALIFIED ASSOCIA-
TIONS.—Paragraph (1) shall not apply to a
MedicarePlus organization that is a qualified
association (as defined in section
1852(c)(4)(C)).

‘‘(c) PREPAID PAYMENT.—A MedicarePlus
organization shall be compensated (except
for deductibles, coinsurance, and
copayments) for the provision of health care
services to enrolled members by a payment
which is paid on a periodic basis without re-
gard to the date the health care services are
provided and which is fixed without regard
to the frequency, extent, or kind of health
care service actually provided to a member.

‘‘(d) ASSUMPTION OF FULL FINANCIAL
RISK.—The MedicarePlus organization shall

assume full financial risk on a prospective
basis for the provision of the health care
services (other than hospice care) for which
benefits are required to be provided under
section 1852(a)(1), except that the organiza-
tion—

‘‘(1) may obtain insurance or make other
arrangements for the cost of providing to
any enrolled member such services the ag-
gregate value of which exceeds $5,000 in any
year,

‘‘(2) may obtain insurance or make other
arrangements for the cost of such services
provided to its enrolled members other than
through the organization because medical
necessity required their provision before
they could be secured through the organiza-
tion,

‘‘(3) may obtain insurance or make other
arrangements for not more than 90 percent
of the amount by which its costs for any of
its fiscal years exceed 115 percent of its in-
come for such fiscal year, and

‘‘(4) may make arrangements with physi-
cians or other health professionals, health
care institutions, or any combination of such
individuals or institutions to assume all or
part of the financial risk on a prospective
basis for the provision of basic health serv-
ices by the physicians or other health profes-
sionals or through the institutions.
In the case of a MedicarePlus organization
that is a union sponsor (as defined in section
1852(c)(4)(A)), Taft-Hartley sponsor (as de-
fined in section 1852(c)(4)(B)), a qualified as-
sociation (as defined in section 1852(c)(4)(C)),
this subsection shall not apply with respect
to MedicarePlus products offered by such or-
ganization and issued by an organization to
which subsection (b)(1) applies or by a pro-
vider-sponsored organization (as defined in
section 1854(a)).

‘‘(e) PROVISION AGAINST RISK OF INSOL-
VENCY.—

‘‘(1) IN GENERAL.—Each MedicarePlus orga-
nization shall meet standards under section
1856 relating to the financial solvency and
capital adequacy of the organization. Such
standards shall take into account the nature
and type of MedicarePlus products offered by
the organization.

‘‘(2) TREATMENT OF UNION AND TAFT-HART-
LEY SPONSORS.—An entity that is a union
sponsor or a Taft-Hartley sponsor is deemed
to meet the requirement of paragraph (1).

‘‘(3) TREATMENT OF CERTAIN QUALIFIED AS-
SOCIATIONS.—An entity that is a qualified as-
sociation is deemed to meet the requirement
of paragraph (1) with respect to
MedicarePlus products offered by such asso-
ciation and issued by an organization to
which subsection (b)(1) applies or by a pro-
vider-sponsored organization.

‘‘(f) HIGH DEDUCTIBLE/MEDISAVE PRODUCT
DEFINED.—

‘‘(1) IN GENERAL.—In this part, the term
‘high deductible/medisave product’ means a
MedicarePlus product that—

‘‘(A) provides reimbursement for at least
the items and services described in section
1852(a)(1) in a year but only after the en-
rollee incurs countable expenses (as specified
under the product) equal to the amount of a
deductible (described in paragraph (2));

‘‘(B) counts as such expenses (for purposes
of such deductible) at least all amounts that
would have been payable under parts A and
B or by the enrollee if the enrollee had elect-
ed to receive benefits through the provisions
of such parts; and

‘‘(C) provides, after such deductible is met
for a year and for all subsequent expenses for
benefits referred to in subparagraph (A) in
the year, for a level of reimbursement that is
not less than—

‘‘(i) 100 percent of such expenses, or
‘‘(ii) 100 percent of the amounts that would

have been paid (without regard to any

deductibles or coinsurance) under parts A
and B with respect to such expenses,
whichever is less. Such term does not include
the MedicarePlus MSA itself or any con-
tribution into such account.

‘‘(2) DEDUCTIBLE.—The amount of deduct-
ible under a high deductible/medisave prod-
uct—

‘‘(A) for contract year 1997 shall be not
more than $10,000; and

‘‘(B) for a subsequent contract year shall
be not more than the maximum amount of
such deductible for the previous contract
year under this paragraph increased by the
national average per capita growth rate
under section 1855(c)(3) for the year.
If the amount of the deductible under sub-
paragraph (B) is not a multiple of $50, the
amount shall be rounded to the nearest mul-
tiple of $50.

‘‘(g) ORGANIZATIONS TREATED AS
MEDICAREPLUS ORGANIZATIONS DURING TRAN-
SITION.—Any of the following organizations
shall be considered to qualify as a
MedicarePlus organization for contract
years beginning before January 1, 1998:

‘‘(1) HEALTH MAINTENANCE ORGANIZA-
TIONS.—An organization that is organized
under the laws of any State and that is a
qualified health maintenance organization
(as defined in section 1310(d) of the Public
Health Service Act), an organization recog-
nized under State law as a health mainte-
nance organization, or a similar organization
regulated under State law for solvency in the
same manner and to the same extent as such
a health maintenance organization.

‘‘(2) LICENSED INSURERS.—An organization
that is organized under the laws of any State
and—

‘‘(A) is licensed by a State agency as an in-
surer for the offering of health benefit cov-
erage, or

‘‘(B) is licensed by a State agency as a
service benefit plan,
but only for individuals residing in an area
in which the organization is licensed to offer
health insurance coverage.

‘‘(3) CURRENT RISK-CONTRACTORS.—An orga-
nization that is an eligible organization (as
defined in section 1876(b)) and that has a
risk-sharing contract in effect under section
1876 as of the date of the enactment of this
section.

‘‘(h) MEDIGRANT DEMONSTRATION
PROJECTS.—The Secretary shall provide, in
at least 10 States, for demonstration projects
which would permit MediGrant programs
under title XXI to be treated as
MedicarePlus organizations under this part
for individuals who are qualified to elect the
MedicarePlus option and who eligible to re-
ceive medical assistance under the
MediGrant program, for the purpose of dem-
onstrating the delivery of primary, acute,
and long-term care through an integrated de-
livery network which emphasizes
noninstitutional care.
‘‘REQUIREMENTS RELATING TO BENEFITS, PRO-

VISION OF SERVICES, ENROLLMENT, AND PRE-
MIUMS

‘‘SEC. 1852. (a) BENEFITS COVERED.—
‘‘(1) IN GENERAL.—Except as provided in

section 1851(f)(1) with respect to high deduct-
ible/medisave products, each MedicarePlus
product offered under this part shall provide
benefits for at least the items and services
for which benefits are available under parts
A and B consistent with the standards for
coverage of such items and services applica-
ble under this title.

‘‘(2) ORGANIZATION AS SECONDARY PAYER.—
Notwithstanding any other provision of law,
a MedicarePlus organization may (in the
case of the provision of items and services to
an individual under this part under cir-
cumstances in which payment under this
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title is made secondary pursuant to section
1862(b)(2)) charge or authorize the provider of
such services to charge, in accordance with
the charges allowed under such law or pol-
icy—

‘‘(A) the insurance carrier, employer, or
other entity which under such law, plan, or
policy is to pay for the provision of such
services, or

‘‘(B) such individual to the extent that the
individual has been paid under such law,
plan, or policy for such services.

‘‘(3) SATISFACTION OF REQUIREMENT.—A
MedicarePlus product (other than a high de-
ductible/medisave product) offered by a
MedicarePlus organization satisfies para-
graph (1) with respect to benefits for items
and services if the following requirements
are met:

‘‘(A) FEE FOR SERVICE PROVIDERS.—In the
case of benefits furnished through a provider
that does not have a contract with the orga-
nization, the product provides for at least
the dollar amount of payment for such items
and services as would otherwise be provided
under parts A and B.

‘‘(B) PARTICIPATING PROVIDERS.—In the
case of benefits furnished through a provider
that has such a contract, the individual’s li-
ability for payment for such items and serv-
ices does not exceed (after taking into ac-
count any deductible, which does not exceed
any deductible under parts A and B) the less-
er of the following:

‘‘(i) NON-MEDICAREPLUS LIABILITY.—The
amount of the liability that the individual
would have had (based on the provider being
a participating provider) if the individual
had elected the non-MedicarePlus option.

‘‘(ii) MEDICARE COINSURANCE APPLIED TO
PRODUCT PAYMENT RATES.—The applicable co-
insurance or copayment rate (that would
have applied under the non-MedicarePlus op-
tion) of the payment rate provided under the
contract.

‘‘(b) ANTIDISCRIMINATION.—A MedicarePlus
organization may not deny, limit, or condi-
tion the coverage or provision of benefits
under this part based on the health status,
claims experience, receipt of health care,
medical history, or lack of evidence of insur-
ability, of an individual.

‘‘(c) GUARANTEED ISSUE AND RENEWAL.—
‘‘(1) IN GENERAL.—Except as provided in

this subsection, a MedicarePlus organization
shall provide that at any time during which
elections are accepted under section 1805
with respect to a MedicarePlus product of-
fered by the organization, the organization
will accept without restrictions individuals
who are eligible to make such election.

‘‘(2) PRIORITY.—If the Secretary determines
that a MedicarePlus organization, in rela-
tion to a MedicarePlus product it offers, has
a capacity limit and the number of eligible
individuals who elect the product under sec-
tion 1805 exceeds the capacity limit, the or-
ganization may limit the election of individ-
uals of the product under such section but
only if priority in election is provided—

‘‘(A) first to such individuals as have elect-
ed the product at the time of the determina-
tion, and

‘‘(B) then to other such individuals in such
a manner that does not discriminate among
the individuals (who seek to elect the prod-
uct) on a basis described in subsection (b).

‘‘(3) LIMITATION ON TERMINATION OF ELEC-
TION.—

‘‘(A) IN GENERAL.—Subject to subparagraph
(B), a MedicarePlus organization may not for
any reason terminate the election of any in-
dividual under section 1805 for a
MedicarePlus product it offers.

‘‘(B) BASIS FOR TERMINATION OF ELECTION.—
A MedicarePlus organization may terminate
an individual’s election under section 1805

with respect to a MedicarePlus product it of-
fers if—

‘‘(i) any premiums required with respect to
such product are not paid on a timely basis
(consistent with standards under section 1856
that provide for a grace period for late pay-
ment of premiums),

‘‘(ii) the individual has engaged in disrup-
tive behavior (as specified in such stand-
ards), or

‘‘(iii) the product is terminated with re-
spect to all individuals under this part.
Any individual whose election is so termi-
nated is deemed to have elected the Non-
MedicarePlus option (as defined in section
1805(a)(3)(A)).

‘‘(C) ORGANIZATION OBLIGATION WITH RE-
SPECT TO ELECTION FORMS.—Pursuant to a
contract under section 1858, each
MedicarePlus organization receiving an elec-
tion form under section 1805(c)(2) shall trans-
mit to the Secretary (at such time and in
such manner as the Secretary may specify) a
copy of such form or such other information
respecting the election as the Secretary may
specify.

‘‘(4) SPECIAL RULES FOR LIMITED ENROLL-
MENT MEDICAREPLUS ORGANIZATIONS.—

‘‘(A) UNIONS.—
‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a union sponsor (as defined in clause (ii))
shall limit eligibility of enrollees under this
part for MedicarePlus products it offers to
individuals who are members of the sponsor
and affiliated with the sponsor through an
employment relationship with any employer
or are the spouses of such members.

‘‘(ii) UNION SPONSOR.—In this part and sec-
tion 1805, the term ‘union sponsor’ means an
employee organization in relation to a group
health plan that is established or maintained
by the organization other than pursuant to a
collective bargaining agreement.

‘‘(B) TAFT-HARTLEY SPONSORS.—
‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a MedicarePlus organization that is a
Taft-Hartley sponsor (as defined in clause
(ii)) shall limit eligibility of enrollees under
this part for MedicarePlus products it offers
to individuals who are entitled to obtain
benefits through such products under the
terms of an applicable collective bargaining
agreement.

‘‘(ii) TAFT-HARTLEY SPONSOR.—In this part
and section 1805, the term ‘Taft-Hartley
sponsor’ means, in relation to a group health
plan that is established or maintained by
two or more employers or jointly by one or
more employers and one or more employee
organizations, the association, committee,
joint board of trustees, or other similar
group of representatives of parties who es-
tablish or maintain the plan.

‘‘(C) QUALIFIED ASSOCIATIONS.—
‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a MedicarePlus organization that is a
qualified association (as defined in clause
(iii)) shall limit eligibility of individuals
under this part for products it offers to indi-
viduals who are members of the association
(or who are spouses of such individuals).

‘‘(ii) LIMITATION ON TERMINATION OF COV-
ERAGE.—Such a qualifying association offer-
ing a MedicarePlus product to an individual
may not terminate coverage of the individ-
ual on the basis that the individual is no
longer a member of the association except
pursuant to a change of election during an
open election period occurring on or after
the date of the termination of membership.

‘‘(iii) QUALIFIED ASSOCIATION.—In this part
and section 1805, the term ‘qualified associa-
tion’ means an association, religious frater-
nal organization, or other organization
(which may be a trade, industry, or profes-
sional association, a chamber of commerce,
or a public entity association) that the Sec-
retary finds—

‘‘(I) has been formed for purposes other
than the sale of any health insurance and
does not restrict membership based on the
health status, claims experience, receipt of
health care, medical history, or lack of evi-
dence of insurability, of an individual,

‘‘(II) does not exist solely or principally for
the purpose of selling insurance, and

‘‘(III) has at least 1,000 individual members
or 200 employer members.
Such term includes a subsidiary or corpora-
tion that is wholly owned by one or more
qualified organizations.

‘‘(D) LIMITATION.—Rules of eligibility to
carry out the previous subparagraphs of this
paragraph shall not have the effect of deny-
ing eligibility to individuals on the basis of
health status, claims experience, receipt of
health care, medical history, or lack of evi-
dence of insurability.

‘‘(E) LIMITED ENROLLMENT MEDICARE-
PLUS ORGANIZATION.—In this part and section
1805, the term ‘limited enrollment
MedicarePlus organization’ means a
MedicarePlus organization that is a union
sponsor, a Taft-Hartley sponsor, or a quali-
fied association.

‘‘(F) EMPLOYER, ETC.—In this paragraph,
the terms ‘employer’, ‘employee organiza-
tion’, and ‘group health plan’ have the mean-
ings given such terms for purposes of part 6
of subtitle B of title I of the Employee Re-
tirement Income Security Act of 1974.

‘‘(d) SUBMISSION AND CHARGING OF PRE-
MIUMS.—

‘‘(1) IN GENERAL.—Each MedicarePlus orga-
nization shall file with the Secretary each
year, in a form and manner and at a time
specified by the Secretary—

‘‘(A) the amount of the monthly premiums
for coverage under each MedicarePlus prod-
uct it offers under this part in each payment
area (as determined for purposes of section
1855) in which the product is being offered;
and

‘‘(B) the enrollment capacity in relation to
the product in each such area.

‘‘(2) AMOUNTS OF PREMIUMS CHARGED.—The
amount of the monthly premium charged by
a MedicarePlus organization for a
MedicarePlus product offered in a payment
area to an individual under this part shall be
equal to the amount (if any) by which—

‘‘(A) the amount of the monthly premium
for the product for the period involved, as es-
tablished under paragraph (3) and submitted
under paragraph (1), exceeds

‘‘(B)(i) 1⁄12 of the annual MedicarePlus capi-
tation rate specified in section 1855(b)(2) for
the area and period involved, or (ii) in the
case of a high deductible/medisave product,
the monthly adjusted MedicarePlus capita-
tion rate specified in section 1855(b)(1) for
the individual and period involved.

‘‘(3) UNIFORM PREMIUM.—
‘‘(A) IN GENERAL.—Except as provided in

subparagraph (B), the premiums charged by
a MedicarePlus organization under this part
may not vary among individuals who reside
in the same payment area.

‘‘(B) EXCEPTION FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCTS.—A MedicarePlus orga-
nization shall establish premiums for any
high deductible/medisave product it offers in
a payment area based on each of the risk ad-
justment categories established for purposes
of determining the amount of the payment
to MedicarePlus organizations under section
1855(b)(1) and using the identical demo-
graphic and other adjustments among such
categories as are used for such purposes.

‘‘(4) TERMS AND CONDITIONS OF IMPOSING
PREMIUMS.—Each MedicarePlus organization
shall permit the payment of monthly pre-
miums on a monthly basis and may termi-
nate election of individuals for a
MedicarePlus product for failure to make
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premium payments only in accordance with
subsection (c)(3)(B).

‘‘(5) RELATION OF PREMIUMS AND COST-SHAR-
ING TO BENEFITS.—In no case may the portion
of a MedicarePlus organization’s premium
rate and the actuarial value of its
deductibles, coinsurance, and copayments
charged (to the extent attributable to the
minimum benefits described in subsection
(a)(1) and not counting any amount attrib-
utable to balance billing) to individuals who
are enrolled under this part with the organi-
zation exceed the actuarial value of the coin-
surance and deductibles that would be appli-
cable on the average to individuals enrolled
under this part with the organization (or, if
the Secretary finds that adequate data are
not available to determine that actuarial
value, the actuarial value of the coinsurance
and deductibles applicable on the average to
individuals in the area, in the State, or in
the United States, eligible to enroll under
this part with the organization, or other ap-
propriate data) and entitled to benefits
under part A and enrolled under part B if
they were not members of a MedicarePlus or-
ganization.

‘‘(e) REQUIREMENT FOR ADDITIONAL BENE-
FITS, PART B PREMIUM DISCOUNT REBATES, OR
BOTH.—

‘‘(1) REQUIREMENT.—
‘‘(A) IN GENERAL.—Each MedicarePlus or-

ganization (in relation to a MedicarePlus
product it offers) shall provide that if there
is an excess amount (as defined in subpara-
graph (B)) for the product for a contract
year, subject to the succeeding provisions of
this subsection, the organization shall pro-
vide to individuals such additional benefits
(as the organization may specify), a mone-
tary rebate (paid on a monthly basis) of the
part B monthly premium, or a combination
thereof, in a total value which is at least
equal to the adjusted excess amount (as de-
fined in subparagraph (C)).

‘‘(B) EXCESS AMOUNT.—For purposes of this
paragraph, the ‘excess amount’, for an orga-
nization for a product, is the amount (if any)
by which—

‘‘(i) the average of the capitation payments
made to the organization under this part for
the product at the beginning of contract
year, exceeds

‘‘(ii) the actuarial value of the minimum
benefits described in subsection (a)(1) under
the product for individuals under this part,
as determined based upon an adjusted com-
munity rate described in paragraph (5) (as re-
duced for the actuarial value of the coinsur-
ance and deductibles under parts A and B).

‘‘(C) ADJUSTED EXCESS AMOUNT.—For pur-
poses of this paragraph, the ‘adjusted excess
amount’, for an organization for a product, is
the excess amount reduced to reflect any
amount withheld and reserved for the orga-
nization for the year under paragraph (3).

‘‘(D) NO APPLICATION TO HIGH DEDUCTIBLE/
MEDISAVE PRODUCT.—Subparagraph (A) shall
not apply to a high deductible/medisave
product.

‘‘(E) UNIFORM APPLICATION.—This para-
graph shall be applied uniformly for all en-
rollees for a product in a service area.

‘‘(F) CONSTRUCTION.—Nothing in this sub-
section shall be construed as preventing a
MedicarePlus organization from providing
health care benefits that are in addition to
the benefits otherwise required to be pro-
vided under this paragraph and from impos-
ing a premium for such additional benefits.

‘‘(2) LIMITATION ON AMOUNT OF PART B PRE-
MIUM DISCOUNT REBATE.—In no case shall the
amount of a part B premium discount rebate
under paragraph (1)(A) exceed, with respect
to a month, the amount of premiums im-
posed under part B (not taking into account
section 1839(b) (relating to penalty for late
enrollment) or 1839(h) (relating to affluence

testing)), for the individual for the month.
Except as provided in the previous sentence,
a MedicarePlus organization is not author-
ized to provide for cash or other monetary
rebates as an inducement for enrollment or
otherwise.

‘‘(3) STABILIZATION FUND.—A MedicarePlus
organization may provide that a part of the
value of an excess actuarial amount de-
scribed in paragraph (1) be withheld and re-
served in the Federal Hospital Insurance
Trust Fund and in the Federal Supple-
mentary Medical Insurance Trust Fund (in
such proportions as the Secretary deter-
mines to be appropriate) by the Secretary for
subsequent annual contract periods, to the
extent required to stabilize and prevent
undue fluctuations in the additional benefits
and rebates offered in those subsequent peri-
ods by the organization in accordance with
such paragraph. Any of such value of amount
reserved which is not provided as additional
benefits described in paragraph (1)(A) to in-
dividuals electing the MedicarePlus product
in accordance with such paragraph prior to
the end of such periods, shall revert for the
use of such trust funds.

‘‘(4) DETERMINATION BASED ON INSUFFICIENT
DATA.—For purposes of this subsection, if the
Secretary finds that there is insufficient en-
rollment experience (including no enroll-
ment experience in the case of a provider-
sponsored organization) to determine an av-
erage of the capitation payments to be made
under this part at the beginning of a con-
tract period, the Secretary may determine
such an average based on the enrollment ex-
perience of other contracts entered into
under this part.

‘‘(5) ADJUSTED COMMUNITY RATE.—
‘‘(A) IN GENERAL.—For purposes of this sub-

section, subject to subparagraph (B), the
term ‘adjusted community rate’ for a service
or services means, at the election of a
MedicarePlus organization, either—

‘‘(i) the rate of payment for that service or
services which the Secretary annually deter-
mines would apply to an individual electing
a MedicarePlus product under this part if the
rate of payment were determined under a
‘community rating system’ (as defined in
section 1302(8) of the Public Health Service
Act, other than subparagraph (C)), or

‘‘(ii) such portion of the weighted aggre-
gate premium, which the Secretary annually
estimates would apply to such an individual,
as the Secretary annually estimates is at-
tributable to that service or services,
but adjusted for differences between the uti-
lization characteristics of the individuals
electing coverage under this part and the
utilization characteristics of the other en-
rollees with the organization (or, if the Sec-
retary finds that adequate data are not
available to adjust for those differences, the
differences between the utilization charac-
teristics of individuals selecting other
MedicarePlus coverage, or individuals in the
area, in the State, or in the United States,
eligible to elect MedicarePlus coverage
under this part and the utilization charac-
teristics of the rest of the population in the
area, in the State, or in the United States,
respectively).

‘‘(B) SPECIAL RULE FOR PROVIDER-SPON-
SORED ORGANIZATIONS.—In the case of a
MedicarePlus organization that is a pro-
vider-sponsored organization, the adjusted
community rate under subparagraph (A) for
a MedicarePlus product may be computed (in
a manner specified by the Secretary) using
data in the general commercial marketplace
or (during a transition period) based on the
costs incurred by the organization in provid-
ing such a product.

‘‘(f) RULES REGARDING PHYSICIAN PARTICI-
PATION.—

‘‘(1) PROCEDURES.—Each MedicarePlus or-
ganization shall establish reasonable proce-
dures relating to the participation (under an
agreement between a physician and the orga-
nization) of physicians under MedicarePlus
products offered by the organization under
this part. Such procedures shall include—

‘‘(A) providing notice of the rules regard-
ing participation,

‘‘(B) providing written notice of participa-
tion decisions that are adverse to physicians,
and

‘‘(C) providing a process within the organi-
zation for appealing adverse decisions, in-
cluding the presentation of information and
views of the physician regarding such deci-
sion.

‘‘(2) CONSULTATION IN MEDICAL POLICIES.—A
MedicarePlus organization shall consult
with physicians who have entered into par-
ticipation agreements with the organization
regarding the organization’s medical policy,
quality, and medical management proce-
dures.

‘‘(3) LIMITATIONS ON PHYSICIAN INCENTIVE
PLANS.—

‘‘(A) IN GENERAL.—Each MedicarePlus or-
ganization may not operate any physician
incentive plan (as defined in subparagraph
(B)) unless the following requirements are
met:

‘‘(i) No specific payment is made directly
or indirectly under the plan to a physician or
physician group as an inducement to reduce
or limit medically necessary services pro-
vided with respect to a specific individual
enrolled with the organization.

‘‘(ii) If the plan places a physician or phy-
sician group at substantial financial risk (as
determined by the Secretary) for services
not provided by the physician or physician
group, the organization—

‘‘(I) provides stop-loss protection for the
physician or group that is adequate and ap-
propriate, based on standards developed by
the Secretary that take into account the
number of physicians placed at such substan-
tial financial risk in the group or under the
plan and the number of individuals enrolled
with the organization who receive services
from the physician or the physician group,
and

‘‘(II) conducts periodic surveys of both in-
dividuals enrolled and individuals previously
enrolled with the organization to determine
the degree of access of such individuals to
services provided by the organization and
satisfaction with the quality of such serv-
ices.

‘‘(iii) The organization provides the Sec-
retary with descriptive information regard-
ing the plan, sufficient to permit the Sec-
retary to determine whether the plan is in
compliance with the requirements of this
subparagraph.

‘‘(B) PHYSICIAN INCENTIVE PLAN DEFINED.—
In this paragraph, the term ‘physician incen-
tive plan’ means any compensation arrange-
ment between a MedicarePlus organization
and a physician or physician group that may
directly or indirectly have the effect of re-
ducing or limiting services provided with re-
spect to individuals enrolled with the organi-
zation under this part.

‘‘(4) LIMITATION ON PROVIDER INDEMNIFICA-
TION.—A MedicarePlus organization may not
provide (directly or indirectly) for a provider
(or group of providers) to indemnify the or-
ganization against any liability resulting
from a civil action brought by or on behalf of
an enrollee under this part for any damage
caused to the enrollee by the organization’s
denial of medically necessary care.

‘‘(5) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—The previous provisions of this
subsection shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product if the organization
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does not have agreements between physi-
cians and the organization for the provision
of benefits under the product.

‘‘(g) PROVISION OF INFORMATION.—A
MedicarePlus organization shall provide the
Secretary with such information on the or-
ganization and each MedicarePlus product it
offers as may be required for the preparation
of the information booklet described in sec-
tion 1805(d)(3)(A).

‘‘(h) COORDINATED ACUTE AND LONG-TERM
CARE BENEFITS UNDER A MEDICAREPLUS
PRODUCT.—Nothing in this part shall be con-
strued as preventing a State from coordinat-
ing benefits under its MediGrant program
under title XXI with those provided under a
MedicarePlus product in a manner that
assures continuity of a full-range of acute
care and long-term care services to poor el-
derly or disabled individuals eligible for ben-
efits under this title and under such pro-
gram.

‘‘(i) TRANSITIONAL FILE AND USE FOR CER-
TAIN REQUIREMENTS.—

‘‘(1) IN GENERAL.—In the case of a
MedicarePlus product proposed to be offered
before the end of the transition period (as de-
fined in section 1805(e)(1)(B)), by a
MedicarePlus organization described in sec-
tion 1851(g)(3) or by a MedicarePlus organiza-
tion with a contract in effect under section
1858, if the organization submits complete in-
formation to the Secretary regarding the
product demonstrating that the product
meets the requirements and standards under
subsections (a), (d), and (e) (relating to bene-
fits and premiums), the product shall be
deemed as meeting such requirements and
standards under such subsections unless the
Secretary disapproves the product within 60
days after the date of submission of the com-
plete information.

‘‘(2) CONSTRUCTION.—Nothing in paragraph
(1) shall be construed as waiving the require-
ment of a contract under section 1858 or
waiving requirements and standards not re-
ferred to in paragraph (1).

‘‘PATIENT PROTECTION STANDARDS

‘‘SEC. 1853. (a) DISCLOSURE TO ENROLLEES.—
A MedicarePlus organization shall disclose
in clear, accurate, and standardized form, in-
formation regarding all of the following for
each MedicarePlus product it offers:

‘‘(1) Benefits under the MedicarePlus prod-
uct offered, including exclusions from cov-
erage and, if it is a high deductible/medisave
product, a comparison of benefits under such
a product with benefits under other
MedicarePlus products.

‘‘(2) Rules regarding prior authorization or
other review requirements that could result
in nonpayment.

‘‘(3) Potential liability for cost-sharing for
out-of-network services.

‘‘(4) The number, mix, and distribution of
participating providers.

‘‘(5) The financial obligations of the en-
rollee, including premiums, deductibles, co-
payments, and maximum limits on out-of-
pocket losses for items and services (both in
and out of network).

‘‘(6) Statistics on enrollee satisfaction with
the product and organization, including
rates of reenrollment.

‘‘(7) Enrollee rights and responsibilities,
including the grievance process provided
under subsection (f).

‘‘(8) A statement that the use of the 911
emergency telephone number is appropriate
in emergency situations and an explanation
of what constitutes an emergency situation.

‘‘(9) A description of the organization’s
quality assurance program under subsection
(d).
Such information shall be disclosed to each
enrollee under this part at the time of en-
rollment and at least annually thereafter.

‘‘(b) ACCESS TO SERVICES.—
‘‘(1) IN GENERAL.—A MedicarePlus organi-

zation offering a MedicarePlus product may
restrict the providers from whom the bene-
fits under the product are provided so long
as—

‘‘(A) the organization makes such benefits
available and accessible to each individual
electing the product within the product serv-
ice area with reasonable promptness and in a
manner which assures continuity in the pro-
vision of benefits;

‘‘(B) when medically necessary the organi-
zation makes such benefits available and ac-
cessible 24 hours a day and 7 days a week;

‘‘(C) the product provides for reimburse-
ment with respect to services which are cov-
ered under subparagraphs (A) and (B) and
which are provided to such an individual
other than through the organization, if—

‘‘(i) the services were medically necessary
and immediately required because of an un-
foreseen illness, injury, or condition, and

‘‘(ii) it was not reasonable given the cir-
cumstances to obtain the services through
the organization; and

‘‘(D) coverage is provided for emergency
services (as defined in paragraph (4)) without
regard to prior authorization or the emer-
gency care provider’s contractual relation-
ship with the organization.

‘‘(2) MINIMUM PAYMENT LEVELS WHERE PRO-
VIDING POINT-OF-SERVICE COVERAGE.—If a
MedicarePlus product provides benefits for
items and services (not described in para-
graph (1)(C)) through a network of providers
and also permits payment to be made under
the product for such items and services not
provided through such a network, the pay-
ment level under the product with respect to
such items and services furnished outside the
network shall be at least 70 percent (or, if
the effective cost-sharing rate is 50 percent,
at least 40 percent) of the lesser of—

‘‘(A) the payment basis (determined with-
out regard to deductibles and cost-sharing)
that would have applied for such items and
services under parts A and B, or

‘‘(B) the amount charged by the entity fur-
nishing such items and services.

‘‘(3) PROTECTION OF ENROLLEES FOR CERTAIN
EMERGENCY SERVICES.—

‘‘(A) PARTICIPATING PROVIDERS.—In the
case of emergency services described in sub-
paragraph (C) which are furnished by a par-
ticipating physician or provider of services
to an individual enrolled with a
MedicarePlus organization under this sec-
tion, the applicable participation agreement
is deemed to provide that the physician or
provider of services will accept as payment
in full from the organization for such emer-
gency services described in subparagraph (C)
the amount that would be payable to the
physician or provider of services under part
B and from the individual under such part, if
the individual were not enrolled with such
an organization under this part.

‘‘(B) NONPARTICIPATING PROVIDERS.—In the
case of emergency services described in sub-
paragraph (C) which are furnished by a
nonparticipating physician, the limitations
on actual charges for such services otherwise
applicable under part B (to services fur-
nished by individuals not enrolled with a
MedicarePlus organization under this sec-
tion) shall apply in the same manner as such
limitations apply to services furnished to in-
dividuals not enrolled with such an organiza-
tion.

‘‘(C) EMERGENCY SERVICES DESCRIBED.—The
emergency services described in this sub-
paragraph are emergency services which are
furnished to an enrollee of a MedicarePlus
organization under this part by a physician
or provider of services that is not under a
contract with the organization.

‘‘(D) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—The previous provisions of this
paragraph shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product if the organization
does not have agreements between physi-
cians and the organization for the provision
of benefits under the product.

‘‘(4) DEFINITION OF EMERGENCY SERVICES.—
In this subsection, the term ‘emergency serv-
ices’ means, with respect to an individual en-
rolled with an organization, covered inpa-
tient and outpatient services that—

‘‘(A) are furnished by an appropriate
source other than the organization,

‘‘(B) are needed immediately because of an
injury or sudden illness, and

‘‘(C) are needed because the time required
to reach the organization’s providers or sup-
pliers would have meant risk of serious dam-
age to the patient’s health.

‘‘(c) CONFIDENTIALITY AND ACCURACY OF EN-
ROLLEE RECORDS.—Each MedicarePlus orga-
nization shall establish procedures—

‘‘(1) to safeguard the privacy of individ-
ually identifiable enrollee information, and

‘‘(2) to maintain accurate and timely medi-
cal records for enrollees.

‘‘(d) QUALITY ASSURANCE PROGRAM.—
‘‘(1) IN GENERAL.—Each MedicarePlus orga-

nization must have arrangements, estab-
lished in accordance with regulations of the
Secretary, for an ongoing quality assurance
program for health care services it provides
to such individuals.

‘‘(2) ELEMENTS OF PROGRAM.—The quality
assurance program shall—

‘‘(A) stress health outcomes;
‘‘(B) provide for the establishment of writ-

ten protocols for utilization review, based on
current standards of medical practice;

‘‘(C) provide review by physicians and
other health care professionals of the process
followed in the provision of such health care
services;

‘‘(D) monitors and evaluates high volume
and high risk services and the care of acute
and chronic conditions;

‘‘(E) evaluates the continuity and coordi-
nation of care that enrollees receive;

‘‘(F) has mechanisms to detect both under-
utilization and overutilization of services;

‘‘(G) after identifying areas for improve-
ment, establishes or alters practice param-
eters;

‘‘(H) takes action to improve quality and
assesses the effectiveness of such action
through systematic follow-up;

‘‘(I) makes available information on qual-
ity and outcomes measures to facilitate ben-
eficiary comparison and choice of health
coverage options (in such form and on such
quality and outcomes measures as the Sec-
retary determines to be appropriate);

‘‘(J) is evaluated on an ongoing basis as to
its effectiveness; and

‘‘(K) provide for external accreditation or
review, by a utilization and quality control
peer review organization under part B of
title XI or other qualified independent re-
view organization, of the quality of services
furnished by the organization meets profes-
sionally recognized standards of health care
(including providing adequate access of en-
rollees to services).

‘‘(3) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—Paragraph (1) and subsection
(c)(2) shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product to the extent the orga-
nization provides for coverage of benefits
without restrictions relating to utilization
and without regard to whether the provider
has a contract or other arrangement with
the plan for the provision of such benefits.

‘‘(4) TREATMENT OF ACCREDITATION.—The
Secretary shall provide that a MedicarePlus
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organization is deemed to meet the require-
ments of paragraphs (1) and (2) of this sub-
section and subsection (c) if the organization
is accredited (and periodically reaccredited)
by a private organization under a process
that the Secretary has determined assures
that the organization meets standards that
are no less stringent than the standards es-
tablished under section 1856 to carry out this
subsection and subsection (c).

‘‘(e) COVERAGE DETERMINATIONS.—
‘‘(1) DECISIONS ON NONEMERGENCY CARE.—A

MedicarePlus organization shall make deter-
minations regarding authorization requests
for nonemergency care on a timely basis, de-
pending on the urgency of the situation.

‘‘(2) APPEALS.—
‘‘(A) IN GENERAL.—Appeals from a deter-

mination of an organization denying cov-
erage shall be decided within 30 days of the
date of receipt of medical information, but
not later than 60 days after the date of the
decision.

‘‘(B) PHYSICIAN DECISION ON CERTAIN AP-
PEALS.—Appeal decisions relating to a deter-
mination to deny coverage based on a lack of
medical necessity shall be made only by a
physician.

‘‘(C) EMERGENCY CASES.—Appeals from
such a determination involving a life-threat-
ening or emergency situation shall be de-
cided on an expedited basis.

‘‘(f) GRIEVANCES AND APPEALS.—
‘‘(1) GRIEVANCE MECHANISM.—Each

MedicarePlus organization must provide
meaningful procedures for hearing and re-
solving grievances between the organization
(including any entity or individual through
which the organization provides health care
services) and enrollees under this part.

‘‘(2) APPEALS.—An enrollee with an organi-
zation under this part who is dissatisfied by
reason of the enrollee’s failure to receive any
health service to which the enrollee believes
the enrollee is entitled and at no greater
charge than the enrollee believes the en-
rollee is required to pay is entitled, if the
amount in controversy is $100 or more, to a
hearing before the Secretary to the same ex-
tent as is provided in section 205(b), and in
any such hearing the Secretary shall make
the organization a party. If the amount in
controversy is $1,000 or more, the individual
or organization shall, upon notifying the
other party, be entitled to judicial review of
the Secretary’s final decision as provided in
section 205(g), and both the individual and
the organization shall be entitled to be par-
ties to that judicial review. In applying sec-
tions 205(b) and 205(g) as provided in this sub-
paragraph, and in applying section 205(l)
thereto, any reference therein to the Com-
missioner of Social Security or the Social
Security Administration shall be considered
a reference to the Secretary or the Depart-
ment of Health and Human Services, respec-
tively.

‘‘(3) INDEPENDENT REVIEW OF CERTAIN COV-
ERAGE DENIALS.—The Secretary shall con-
tract with an independent, outside entity to
review and resolve appeals of denials of cov-
erage related to urgent or emergency serv-
ices with respect to MedicarePlus products.

‘‘(4) COORDINATION WITH SECRETARY OF
LABOR.—The Secretary shall consult with the
Secretary of Labor so as to ensure that the
requirements of this subsection, as they
apply in the case of grievances referred to in
paragraph (1) to which section 503 of the Em-
ployee Retirement Income Security Act of
1974 applies, are applied in a manner consist-
ent with the requirements of such section
503.

‘‘(g) INFORMATION ON ADVANCE DIREC-
TIVES.—Each MedicarePlus organization
shall meet the requirement of section 1866(f)
(relating to maintaining written policies and
procedures respecting advance directives).

‘‘(h) APPROVAL OF MARKETING MATE-
RIALS.—

‘‘(1) SUBMISSION.—Each MedicarePlus orga-
nization may not distribute marketing mate-
rials unless—

‘‘(A) at least 45 days before the date of dis-
tribution the organization has submitted the
material to the Secretary for review, and

‘‘(B) the Secretary has not disapproved the
distribution of such material.

‘‘(2) REVIEW.—The standards established
under section 1856 shall include guidelines
for the review of all such material submitted
and under such guidelines the Secretary
shall disapprove such material if the mate-
rial is materially inaccurate or misleading
or otherwise makes a material misrepresen-
tation.

‘‘(3) DEEMED APPROVAL (1-STOP SHOPPING).—
In the case of material that is submitted
under paragraph (1)(A) to the Secretary or a
regional office of the Department of Health
and Human Services and the Secretary or
the office has not disapproved the distribu-
tion of marketing materials under paragraph
(1)(B) with respect to a MedicarePlus prod-
uct in an area, the Secretary is deemed not
to have disapproved such distribution in all
other areas covered by the product and orga-
nization.

‘‘(4) PROHIBITION OF CERTAIN MARKETING
PRACTICES.—Each MedicarePlus organization
shall conform to fair marketing standards in
relation to MedicarePlus products offered
under this part, included in the standards es-
tablished under section 1856. Such standards
shall include a prohibition against an organi-
zation (or agent of such an organization)
completing any portion of any election form
under section 1805 on behalf of any individ-
ual.

‘‘PROVIDER-SPONSORED ORGANIZATIONS

‘‘SEC. 1854. (a) PROVIDER-SPONSORED ORGA-
NIZATION DEFINED.—

‘‘(1) IN GENERAL.—In this part, the term
‘provider-sponsored organization’ means a
public or private entity that (in accordance
with standards established under subsection
(b)) is a provider, or group of affiliated pro-
viders, that provides a substantial propor-
tion (as defined by the Secretary under such
standards) of the health care items and serv-
ices under the contract under this part di-
rectly through the provider or affiliated
group of providers.

‘‘(2) SUBSTANTIAL PROPORTION.—In defining
what is a ‘substantial proportion’ for pur-
poses of paragraph (1), the Secretary—

‘‘(A) shall take into account the need for
such an organization to assume responsibil-
ity for a substantial proportion of services in
order to assure financial stability and the
practical difficulties in such an organization
integrating a very wide range of service pro-
viders; and

‘‘(B) may vary such proportion based upon
relevant differences among organizations,
such as their location in an urban or rural
area.

‘‘(3) AFFILIATION.—For purposes of this
subsection, a provider is ‘affiliated’ with an-
other provider if, through contract, owner-
ship, or otherwise—

‘‘(A) one provider, directly or indirectly,
controls, is controlled by, or is under com-
mon control with the other,

‘‘(B) each provider is a participant in a
lawful combination under which each pro-
vider shares, directly or indirectly, substan-
tial financial risk in connection with their
operations,

‘‘(C) both providers are part of a controlled
group of corporations under section 1563 of
the Internal Revenue Code of 1986, or

‘‘(D) both providers are part of an affiliated
service group under section 414 of such Code.

‘‘(4) CONTROL.—For purposes of paragraph
(3), control is presumed to exist if one party,

directly or indirectly, owns, controls, or
holds the power to vote, or proxies for, not
less than 51 percent of the voting rights or
governance rights of another.

‘‘(b) PROCESS FOR ESTABLISHING STANDARDS
FOR PROVIDER-SPONSORED ORGANIZATIONS.—
For process of establishing of standards for
provider-sponsored organizations, see section
1856(c).

‘‘(c) PROCESS FOR STATE CERTIFICATION OF
PROVIDER-SPONSORED ORGANIZATIONS.—For
process of State certification of provider-
sponsored organizations, see section 1857(c).

‘‘(d) PREEMPTION OF STATE INSURANCE LI-
CENSING REQUIREMENTS.—

‘‘(1) IN GENERAL.—This section supersedes
any State law which—

‘‘(A) requires that a provider-sponsored or-
ganization meet requirements for insurers of
health services or health maintenance orga-
nizations doing business in the State with
respect to initial capitalization and estab-
lishment of financial reserves against insol-
vency, or

‘‘(B) imposes requirements that would have
the effect of prohibiting the organization
from complying with the applicable require-
ments of this part,

insofar as such the law applies to individuals
enrolled with the organization under this
part.

‘‘(2) EXCEPTION.—Paragraph (1) shall not
apply with respect to any State law to the
extent that such law provides standards or
requirements, or provides for enforcement
thereof, so as to meet the requirements of
section 1857(c)(2) with respect to approval by
the Secretary of State certification require-
ments thereunder.

‘‘(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as affecting the
operation of section 514 of the Employee Re-
tirement Income Security Act of 1974.
‘‘PAYMENTS TO MEDICAREPLUS ORGANIZATIONS

‘‘SEC. 1855. (a) PAYMENTS.—
‘‘(1) IN GENERAL.—Under a contract under

section 1858 the Secretary shall pay to each
MedicarePlus organization, with respect to
coverage of an individual under this part in
a payment area for a month, an amount
equal to the monthly adjusted MedicarePlus
capitation rate (as provided under subsection
(b)) with respect to that individual for that
area.

‘‘(2) ANNUAL ANNOUNCEMENT.—The Sec-
retary shall annually determine, and shall
announce (in a manner intended to provide
notice to interested parties) not later than
September 7 before the calendar year con-
cerned—

‘‘(A) the annual MedicarePlus capitation
rate for each payment area for the year, and

‘‘(B) the factors to be used in adjusting
such rates under subsection (b) for payments
for months in that year.

‘‘(3) ADVANCE NOTICE OF METHODOLOGICAL
CHANGES.—At least 45 days before making
the announcement under paragraph (2) for a
year, the Secretary shall provide for notice
to MedicarePlus organizations of proposed
changes to be made in the methodology or
benefit coverage assumptions from the meth-
odology and assumptions used in the pre-
vious announcement and shall provide such
organizations an opportunity to comment on
such proposed changes.

‘‘(4) EXPLANATION OF ASSUMPTIONS.—In
each announcement made under paragraph
(2) for a year, the Secretary shall include an
explanation of the assumptions (including
any benefit coverage assumptions) and
changes in methodology used in the an-
nouncement in sufficient detail so that
MedicarePlus organizations can compute
monthly adjusted MedicarePlus capitation
rates for classes of individuals located in
each payment area which is in whole or in
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part within the service area of such an orga-
nization.

‘‘(b) MONTHLY ADJUSTED MEDICAREPLUS

CAPITATION RATE.—
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the ‘monthly adjusted MedicarePlus
capitation rate’ under this subsection, for a
month in a year for an individual in a pay-
ment area (specified under paragraph (3)) and
in a class (established under paragraph (4)),
is 1⁄12 of the annual MedicarePlus capitation
rate specified in paragraph (2) for that area
for the year, adjusted to reflect the actuarial
value of benefits under this title with respect
to individuals in such class compared to the
national average for individuals in all class-
es.

‘‘(2) ANNUAL MEDICAREPLUS CAPITATION

RATES.—For purposes of this section, the an-
nual MedicarePlus capitation rate for a pay-
ment area for a year is equal to the annual
MedicarePlus capitation rate for the area for
the previous year (or, in the case of 1996, the
average annual per capita rate of payment
described in section 1876(a)(1)(C) for the area
for 1995) increased by the per capita growth
rate for that area and year (as determined
under subsection (c)).

‘‘(3) PAYMENT AREA DEFINED.—In this sec-
tion, the term ‘payment area’ means a coun-
ty (or equivalent area specified by the Sec-
retary), except that in the case of the popu-
lation group described in paragraph (5)(C),
the payment area shall be each State.

‘‘(4) CLASSES.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the Secretary shall define appropriate
classes of enrollees, consistent with para-
graph (5), based on age, gender, welfare sta-
tus, institutionalization, and such other fac-
tors as the Secretary determines to be appro-
priate, so as to ensure actuarial equivalence.
The Secretary may add to, modify, or sub-
stitute for such classes, if such changes will
improve the determination of actuarial
equivalence.

‘‘(B) RESEARCH.—The Secretary shall con-
duct such research as may be necessary to
provide for greater accuracy in the adjust-
ment of capitation rates under this sub-
section. Such research may include research
into the addition or modification of classes
under subparagraph (A). The Secretary shall
submit to Congress a report on such research
by not later than January 1, 1997.

‘‘(5) DIVISION OF MEDICARE POPULATION.—In
carrying out paragraph (4) and this section,
the Secretary shall recognize the following
separate population groups:

‘‘(A) AGED.—Individuals 65 years of age or
older who are not described in subparagraph
(C).

‘‘(B) DISABLED.—Disabled individuals who
are under 65 years of age and not described in
subparagraph (C).

‘‘(C) INDIVIDUALS WITH END STAGE RENAL
DISEASE.—Individuals who are determined to
have end stage renal disease.

‘‘(c) PER CAPITA GROWTH RATES.—
‘‘(1) FOR 1996.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion and subject to subparagraph (B), the per
capita growth rates for 1996, for a payment
area assigned to a service utilization cohort
under subsection (d), shall be the following:

‘‘(i) LOWEST SERVICE UTILIZATION COHORT.—
For areas assigned to the lowest service uti-
lization cohort, 9.0 percent plus the addi-
tional percent provided under subparagraph
(B)(ii).

‘‘(ii) LOWER SERVICE UTILIZATION COHORT.—
For areas assigned to the lower service utili-
zation cohort, 8.0 percent.

‘‘(iii) MEDIAN SERVICE UTILIZATION CO-
HORT.—For areas assigned to the median
service utilization cohort, 5.1 percent.

‘‘(iv) HIGHER SERVICE UTILIZATION COHORT.—
For areas assigned to the higher service uti-
lization cohort, 4.7 percent.

‘‘(v) HIGHEST SERVICE UTILIZATION CO-
HORT.—For areas assigned to the highest
service utilization cohort, 4.0 percent.

‘‘(B) BUDGET NEUTRAL ADJUSTMENT.—In
order to assure that the total capitation pay-
ments under this section during 1996 are the
same as the amount such payments would
have been if the per capita growth rate for
all such areas for 1996 were equal to the na-
tional average per capita growth rate, speci-
fied in paragraph (3) for 1996, the Secretary
shall adjust the per capita growth rates for
payment areas as follows:

‘‘(i) INCREASE UP TO FLOOR.—First, such ad-
ditional percent increase as may be nec-
essary to assure that the annual
MedicarePlus capitation rate for each pay-
ment area is at least 12 times $300 for 1996.

‘‘(ii) RESIDUAL INCREASE TO LOWEST SERVICE
UTILIZATION COHORT.—Next, for payment
areas assigned to the lowest service utiliza-
tion cohort, such additional percent increase
as will assure that the total capitation pay-
ments under this section during 1996 are the
same as the amount such payments would
have been if the per capita growth rate for
all such areas for 1996 were equal to the na-
tional average per capita growth rate. The
increase under this clause may apply to a
payment area described in clause (i) and
shall be applied after the increase provided
under such clause.

‘‘(2) FOR SUBSEQUENT YEARS.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion and subject to subparagraphs (B) and
(C), the Secretary shall compute a per capita
growth rate for each year after 1996, for each
payment area as assigned to a service utili-
zation cohort under subsection (d), consist-
ent with the following rules:

‘‘(i) MEDIAN SERVICE UTILIZATION COHORT
SET AT NATIONAL AVERAGE PER CAPITA
GROWTH RATE.—The per capita growth rate
for areas assigned to the median service uti-
lization cohort for the year shall be the na-
tional average per capita growth rate for the
year (as specified under paragraph (3)), sub-
ject to subparagraph (C).

‘‘(ii) HIGHEST SERVICE UTILIZATION COHORT
SET AT 75 PERCENT OF NATIONAL AVERAGE PER
CAPITA GROWTH RATE.—The per capita growth
rate for areas assigned to the highest service
utilization cohort for the year shall be 75
percent of the national average per capita
growth rate for the year.

‘‘(iii) LOWEST SERVICE UTILIZATION COHORT
SET AT 187.5 PERCENT OF NATIONAL AVERAGE
PER CAPITA GROWTH RATE.—The per capita
growth rate for areas assigned to the lowest
service utilization cohort for the year shall
be 187.5 percent of the national average per
capita growth rate for the year, subject to
subparagraph (C).

‘‘(iv) LOWER SERVICE UTILIZATION COHORT
SET AT 150 PERCENT OF NATIONAL AVERAGE PER
CAPITA GROWTH RATE.—

‘‘(I) IN GENERAL.—Subject to subclause (II),
the per capita growth rate for areas assigned
to the lower service utilization cohort for
the year shall be 150 percent of the national
average per capita growth rate for the year.

‘‘(II) ADJUSTMENT.—If the Secretary has es-
tablished under clause (v) the per capita
growth rate for areas assigned to the higher
service utilization cohort for the year at 75
percent of the national average per capita
growth rate, the Secretary may provide for a
reduced per capita growth rate under
subclause (I) to the extent necessary to com-
ply with subparagraph (B).

‘‘(v) HIGHER SERVICE UTILIZATION COHORT.—
The per capita growth rate for areas assigned
to the higher service utilization cohort for
the year shall be such percent (not less than
75 percent) of the national average per capita

growth rate, as the Secretary may determine
consistent with subparagraph (B).

‘‘(B) AVERAGE PER CAPITA GROWTH RATE AT
NATIONAL AVERAGE TO ASSURE BUDGET NEU-
TRALITY.—The Secretary shall compute per
capita growth rates for a year under sub-
paragraph (A) (before the application of sub-
paragraph (C)) in a manner so that the
weighted average per capita growth rate for
all areas for the year (weighted to reflect the
number of medicare beneficiaries in each
area) is equal to the national average per
capita growth rate under paragraph (3) for
the year.

‘‘(C) FINAL ADJUSTMENT OF GROWTH
RATES.—After computing per capita growth
rates under the previous provisions of this
paragraph for a year, the Secretary shall—

‘‘(i) reduce the per capita growth rate for
areas assigned to the median service utiliza-
tion cohort by the ratio of .1 to 5.3;

‘‘(ii) if the year is 1997, increase per capita
growth rates for payment areas to the extent
necessary to assure that the annual
MedicarePlus capitation rate for each pay-
ment area for such year is at least 12 times
$320; and

‘‘(iii) adjust (consistent with clause (ii))
the per capita growth rate for areas assigned
to the lowest service utilization cohort by
such proportion as the Secretary determines
will result in no net increase in outlays re-
sulting from the application of this subpara-
graph for the year involved.’’; and

‘‘(3) NATIONAL AVERAGE PER CAPITA GROWTH
RATES.—In this subsection, the ‘national av-
erage per capita growth rate’ for—

‘‘(A) 1996 is 5.3 percent,
‘‘(B) 1997 is 3.8 percent,
‘‘(C) 1998 is 4.6 percent,
‘‘(D) 1999 is 4.3 percent,
‘‘(E) 2000 is 3.8 percent,
‘‘(F) 2001 is 5.5 percent,
‘‘(G) 2002 is 5.6 percent, and
‘‘(H) each subsequent year is 5.0 percent.
‘‘(d) ASSIGNMENT OF PAYMENT AREAS TO

SERVICE UTILIZATION COHORTS.—
‘‘(1) IN GENERAL.—For purposes of deter-

mining per capita growth rates under sub-
section (c) for areas for a year, the Secretary
shall assign each payment area to a service
utilization cohort (based on the service utili-
zation index value for that area determined
under paragraph (2)) as follows:

‘‘(A) LOWEST SERVICE UTILIZATION CO-
HORT.—Areas with a service utilization index
value of less than .80 shall be assigned to the
lowest service utilization cohort.

‘‘(B) LOWER SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least .80 but less than .90 shall be as-
signed to the lower service utilization co-
hort.

‘‘(C) MEDIAN SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least .90 but less than 1.10 shall be as-
signed to the median service utilization co-
hort.

‘‘(D) HIGHER SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least 1.10 but less than 1.20 shall be as-
signed to the higher service utilization co-
hort.

‘‘(E) HIGHEST SERVICE UTILIZATION CO-
HORT.—Areas with a service utilization index
value of at least 1.20 shall be assigned to the
highest service utilization cohort.

‘‘(2) DETERMINATION OF SERVICE UTILIZATION
INDEX VALUES.—In order to determine the per
capita growth rate for a payment area for
each year (beginning with 1996), the Sec-
retary shall determine for such area and
year a service utilization index value, which
is equal to—

‘‘(A) the annual MedicarePlus capitation
rate under this section for the area for the
year in which the determination is made (or,
in the case of 1996, the average annual per
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capita rate of payment (described in section
1876(a)(1)(C)) for the area for 1995); divided by

‘‘(B) the input-price-adjusted annual na-
tional MedicarePlus capitation rate (as de-
termined under paragraph (3)) for that area
for the year in which the determination is
made.

‘‘(3) DETERMINATION OF INPUT-PRICE-AD-
JUSTED RATES.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (2), the ‘input-price-adjusted annual
national MedicarePlus capitation rate’ for a
payment area for a year is equal to the sum,
for all the types of medicare services (as
classified by the Secretary), of the product
(for each such type) of—

‘‘(i) the national standardized
MedicarePlus capitation rate (determined
under subparagraph (B)) for the year,

‘‘(ii) the proportion of such rate for the
year which is attributable to such type of
services, and

‘‘(iii) an index that reflects (for that year
and that type of services) the relative input
price of such services in the area compared
to the national average input price of such
services.

In applying clause (iii), the Secretary shall,
subject to subparagraph (C), apply those in-
dices under this title that are used in apply-
ing (or updating) national payment rates for
specific areas and localities.

‘‘(B) NATIONAL STANDARDIZED
MEDICAREPLUS CAPITATION RATE.—In this
paragraph, the ‘national standardized
MedicarePlus capitation rate’ for a year is
equal to—

‘‘(i) the sum (for all payment areas) of the
product of (I) the annual MedicarePlus capi-
tation rate for that year for the area under
subsection (b)(2), and (II) the average num-
ber of medicare beneficiaries residing in that
area in the year; divided by

‘‘(ii) the total average number of medicare
beneficiaries residing in all the payment
areas for that year.

‘‘(C) SPECIAL RULES FOR 1996.—In applying
this paragraph for 1996—

‘‘(i) medicare services shall be divided into
2 types of services: part A services and part
B services;

‘‘(ii) the proportions described in subpara-
graph (A)(ii) for such types of services shall
be—

‘‘(I) for part A services, the ratio (ex-
pressed as a percentage) of the average an-
nual per capita rate of payment for the area
for part A for 1995 to the total average an-
nual per capita rate of payment for the area
for parts A and B for 1995, and

‘‘(II) for part B services, 100 percent minus
the ratio described in subclause (I);

‘‘(iii) for the part A services, 70 percent of
payments attributable to such services shall
be adjusted by the index used under section
1886(d)(3)(E) to adjust payment rates for rel-
ative hospital wage levels for hospitals lo-
cated in the payment area involved;

‘‘(iv) for part B services—
‘‘(I) 66 percent of payments attributable to

such services shall be adjusted by the index
of the geographic area factors under section
1848(e) used to adjust payment rates for phy-
sicians’ services furnished in the payment
area, and

‘‘(II) of the remaining 34 percent of the
amount of such payments, 70 percent shall be
adjusted by the index described in clause
(iii);

‘‘(v) the index values shall be computed
based only on the beneficiary population de-
scribed in subsection (b)(5)(A).

The Secretary may continue to apply the
rules described in this subparagraph (or simi-
lar rules) for 1997.

‘‘(e) PAYMENT PROCESS.—

‘‘(1) IN GENERAL.—Subject to subsection (f),
the Secretary shall make monthly payments
under this section in advance and in accord-
ance with the rate determined under sub-
section (a) to the plan for each individual en-
rolled with a MedicarePlus organization
under this part.

‘‘(2) ADJUSTMENT TO REFLECT NUMBER OF
ENROLLEES.—

‘‘(A) IN GENERAL.—The amount of payment
under this subsection may be retroactively
adjusted to take into account any difference
between the actual number of individuals en-
rolled with an organization under this part
and the number of such individuals esti-
mated to be so enrolled in determining the
amount of the advance payment.

‘‘(B) SPECIAL RULE FOR CERTAIN ENROLL-
EES.—

‘‘(i) IN GENERAL.—Subject to clause (ii), the
Secretary may make retroactive adjust-
ments under subparagraph (A) to take into
account individuals enrolled during the pe-
riod beginning on the date on which the indi-
vidual enrolls with a MedicarePlus organiza-
tion under a product operated, sponsored, or
contributed to by the individual’s employer
or former employer (or the employer or
former employer of the individual’s spouse)
and ending on the date on which the individ-
ual is enrolled in the organization under this
part, except that for purposes of making
such retroactive adjustments under this sub-
paragraph, such period may not exceed 90
days.

‘‘(ii) EXCEPTION.—No adjustment may be
made under clause (i) with respect to any in-
dividual who does not certify that the orga-
nization provided the individual with the dis-
closure statement described in section
1853(a) at the time the individual enrolled
with the organization.

‘‘(f) SPECIAL RULES FOR INDIVIDUALS ELECT-
ING HIGH DEDUCTIBLE/MEDISAVE PRODUCT.—

‘‘(1) IN GENERAL.—In the case of an individ-
ual who has elected a high deductible/
medisave product, notwithstanding the pre-
ceding provisions of this section—

‘‘(A) the amount of the payment to the
MedicarePlus organization offering the high
deductible/medisave product shall not exceed
the premium for the product, and

‘‘(B) subject to paragraph (2), the dif-
ference between the amount of payment that
would otherwise be made and the amount of
payment to such organization shall be made
directly into a MedicarePlus MSA estab-
lished (and, if applicable, designated) by the
individual under paragraph (2).

‘‘(2) ESTABLISHMENT AND DESIGNATION OF
MEDICAREPLUS MEDICAL SAVINGS ACCOUNT AS
REQUIREMENT FOR PAYMENT OF CONTRIBU-
TION.—In the case of an individual who has
elected coverage under a high deductible/
medisave product, no payment shall be made
under paragraph (1)(B) on behalf of an indi-
vidual for a month unless the individual—

‘‘(A) has established before the beginning
of the month (or by such other deadline as
the Secretary may specify) a MedicarePlus
MSA (as defined in section 137(b) of the In-
ternal Revenue Code of 1986), and

‘‘(B) if the individual has established more
than one MedicarePlus MSA, has designated
one of such accounts as the individual’s
MedicarePlus MSA for purposes of this part.

Under rules under this section, such an indi-
vidual may change the designation of such
account under subparagraph (B) for purposes
of this part.

‘‘(3) LUMP SUM DEPOSIT OF MEDICAL SAVINGS
ACCOUNT CONTRIBUTION.—In the case of an in-
dividual electing a high deductible/medisave
product effective beginning with a month in
a year, the amount of the contribution to the
MedicarePlus MSA on behalf of the individ-
ual for that month and all successive months

in the year shall be deposited during that
first month. In the case of a termination of
such an election as of a month before the end
of a year, the Secretary shall provide for a
procedure for the recovery of deposits attrib-
utable to the remaining months in the year.

‘‘(g) PAYMENTS FROM TRUST FUND.—The
payment to a MedicarePlus organization
under this section for individuals enrolled
under this part with the organization, and
payments to a MedicarePlus MSA under sub-
section (f)(1)(B), shall be made from the Fed-
eral Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance
Trust Fund in such proportion as the Sec-
retary determines reflects the relative
weight that benefits under part A and under
part B represents of the actuarial value of
the total benefits under this title.

‘‘(h) SPECIAL RULE FOR CERTAIN INPATIENT
HOSPITAL STAYS.—In the case of an individ-
ual who is receiving inpatient hospital serv-
ices from a subsection (d) hospital (as de-
fined in section 1886(d)(1)(B)) as of the effec-
tive date of the individual’s—

‘‘(1) election under this part of a
MedicarePlus product offered by a
MedicarePlus organization—

‘‘(A) payment for such services until the
date of the individual’s discharge shall be
made under this title through the
MedicarePlus product or Non-MedicarePlus
option (as the case may be) elected before
the election with such organization,

‘‘(B) the elected organization shall not be
financially responsible for payment for such
services until the date after the date of the
individual’s discharge, and

‘‘(C) the organization shall nonetheless be
paid the full amount otherwise payable to
the organization under this part; or

‘‘(2) termination of election with respect to
a MedicarePlus organization under this
part—

‘‘(A) the organization shall be financially
responsible for payment for such services
after such date and until the date of the indi-
vidual’s discharge,

‘‘(B) payment for such services during the
stay shall not be made under section 1886(d)
or by any succeeding MedicarePlus organiza-
tion, and

‘‘(C) the terminated organization shall not
receive any payment with respect to the in-
dividual under this part during the period
the individual is not enrolled.

‘‘ESTABLISHMENT OF STANDARDS FOR
MEDICARE-PLUS ORGANIZATIONS AND PRODUCTS

‘‘SEC. 1856. (a) STANDARDS APPLICABLE TO
STATE-REGULATED ORGANIZATIONS AND PROD-
UCTS.—

‘‘(1) RECOMMENDATIONS OF NAIC.—The Sec-
retary shall request the National Associa-
tion of Insurance Commissioners to develop
and submit to the Secretary, not later than
12 months after the date of the enactment of
the Medicare Preservation Act of 1995, pro-
posed standards consistent with the require-
ments of this part for MedicarePlus organi-
zations (other than union sponsors, Taft-
Hartley sponsors, and provider-sponsored or-
ganizations) and MedicarePlus products of-
fered by such organizations, except that
such proposed standards may relate to
MedicarePlus organizations that are quali-
fied associations only with respect to
MedicarePlus products offered by them and
only if such products are issued by organiza-
tions to which section 1851(b)(1) applies.

‘‘(2) REVIEW.—If the Association submits
such standards on a timely basis, the Sec-
retary shall review such standards to deter-
mine if the standards meet the requirements
of the part. The Secretary shall complete the
review of the standards not later than 90
days after the date of their submission. The
Secretary shall promulgate such proposed
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standards to apply to organizations and
products described in paragraph (1) except to
the extent that the Secretary modifies such
proposed standards because they do not meet
such requirements.

‘‘(3) FAILURE TO SUBMIT.—If the Associa-
tion does not submit such standards on a
timely basis, the Secretary shall promulgate
such standards by not later than the date the
Secretary would otherwise have been re-
quired to promulgate standards under para-
graph (2).

‘‘(4) USE OF INTERIM RULES.—For the period
in which this part is in effect and standards
are being developed and established under
the preceding provisions of this subsection,
the Secretary shall provide by not later than
June 1, 1996, for the application of such in-
terim standards (without regard to any re-
quirements for notice and public comment)
as may be appropriate to provide for the ex-
pedited implementation of this part. Such
interim standards shall not apply after the
date standards are established under the pre-
ceding provisions of this subsection.

‘‘(b) UNION AND TAFT-HARTLEY SPONSORS,
QUALIFIED ASSOCIATIONS, AND PRODUCTS.—

‘‘(1) IN GENERAL.—The Secretary shall de-
velop and promulgate by regulation stand-
ards consistent with the requirements of this
part for union and Taft-Hartley sponsors, for
qualified associations, and for MedicarePlus
products offered by such organizations (other
than MedicarePlus products offered by quali-
fied associations that are issued by organiza-
tions to which section 1851(b)(1) applies).

‘‘(2) CONSULTATION WITH LABOR.—The Sec-
retary shall consult with the Secretary of
Labor with respect to such standards for
such sponsors and products.

‘‘(3) TIMING.—Standards under this sub-
section shall be promulgated at or about the
time standards are promulgated under sub-
section (a).

‘‘(c) ESTABLISHMENT OF STANDARDS FOR
PROVIDER-SPONSORED ORGANIZATIONS.—

‘‘(1) IN GENERAL.—The Secretary shall es-
tablish, on an expedited basis and using a ne-
gotiated rulemaking process under sub-
chapter 3 of chapter 5 of title 5, United
States Code, standards that entities must
meet to qualify as provider-sponsored orga-
nizations under this part.

‘‘(2) PUBLICATION OF NOTICE.—In carrying
out the rulemaking process under this sub-
section, the Secretary, after consultation
with the National Association of Insurance
Commissioners, the American Academy of
Actuaries, organizations representative of
medicare beneficiaries, and other interested
parties, shall publish the notice provided for
under section 564(a) of title 5, United States
Code, by not later than 45 days after the date
of the enactment of Medicare Preservation
Act of 1995.

‘‘(3) TARGET DATE FOR PUBLICATION OF
RULE.—As part of the notice under paragraph
(2), and for purposes of this subsection, the
‘target date for publication’ (referred to in
section 564(a)(5) of such title) shall be Sep-
tember 1, 1996.

‘‘(4) ABBREVIATED PERIOD FOR SUBMISSION
OF COMMENTS.—In applying section 564(c) of
such title under this subsection, ‘15 days’
shall be substituted for ‘30 days’.

‘‘(5) APPOINTMENT OF NEGOTIATED RULE-
MAKING COMMITTEE AND FACILITATOR.—The
Secretary shall provide for—

‘‘(A) the appointment of a negotiated rule-
making committee under section 565(a) of
such title by not later than 30 days after the
end of the comment period provided for
under section 564(c) of such title (as short-
ened under paragraph (4)), and

‘‘(B) the nomination of a facilitator under
section 566(c) of such title by not later than
10 days after the date of appointment of the
committee.

‘‘(6) PRELIMINARY COMMITTEE REPORT.—The
negotiated rulemaking committee appointed
under paragraph (5) shall report to the Sec-
retary, by not later than June 1, 1996, regard-
ing the committee’s progress on achieving a
concensus with regard to the rulemaking
proceeding and whether such consensus is
likely to occur before one month before the
target date for publication of the rule. If the
committee reports that the committee has
failed to make significant progress towards
such consensus or is unlikely to reach such
consensus by the target date, the Secretary
may terminate such process and provide for
the publication of a rule under this sub-
section through such other methods as the
Secretary may provide.

‘‘(7) FINAL COMMITTEE REPORT.—If the com-
mittee is not terminated under paragraph
(6), the rulemaking committee shall submit
a report containing a proposed rule by not
later than one month before the target publi-
cation date.

‘‘(8) INTERIM, FINAL EFFECT.—The Secretary
shall publish a rule under this subsection in
the Federal Register by not later than the
target publication date. Such rule shall be
effective and final immediately on an in-
terim basis, but is subject to change and re-
vision after public notice and opportunity
for a period (of not less than 60 days) for pub-
lic comment. In connection with such rule,
the Secretary shall specify the process for
the timely review and approval of applica-
tions of entities to be certified as provider-
sponsored organizations pursuant to such
rules and consistent with this subsection.

‘‘(9) PUBLICATION OF RULE AFTER PUBLIC
COMMENT.—The Secretary shall provide for
consideration of such comments and republi-
cation of such rule by not later than 1 year
after the target publication date.

‘‘(10) PROCESS FOR APPROVAL OF APPLICA-
TIONS FOR CERTIFICATION.—

‘‘(A) IN GENERAL.—The Secretary shall es-
tablish a process for the receipt and approval
of applications of entities for certification as
provider-sponsored organizations under this
part. Under such process, the Secretary shall
act upon a complete application submitted
within 60 days after the date it is received.

‘‘(B) CIRCULATION OF PROPOSED APPLICATION
FORM.—By March 1, 1996, the Secretary, after
consultation with the negotiated rulemaking
committee, shall circulate a proposed appli-
cation form that could be used by entities
considering becoming certified as a provider-
sponsored organization under this part.

‘‘(d) COORDINATION AMONG FINAL STAND-
ARDS.—In establishing standards (other than
on an interim basis) under the previous pro-
visions of this section, the Secretary shall
seek to provide for consistency (as appro-
priate) across the different types of
MedicarePlus organizations, in order to pro-
mote equitable treatment of different types
of organizations and consistent protection
for individuals who elect products offered by
the different types of MedicarePlus organiza-
tions.

‘‘(e) USE OF CURRENT STANDARDS FOR IN-
TERIM STANDARDS.—To the extent prac-
ticable and consistent with the requirements
of this part, standards established on an in-
terim basis to carry out requirements of this
part may be based on currently applicable
standards, such as the rules established
under section 1876 (as in effect as of the date
of the enactment of this section) to carry
out analogous provisions of such section or
standards established or developed for appli-
cation in the private health insurance mar-
ket.

‘‘(f) APPLICATION OF NEW STANDARDS TO EN-
TITIES WITH A CONTRACT.—In the case of a
MedicarePlus organization with a contract
in effect under this part at the time stand-
ards applicable to the organization under

this section are changed, the organization
may elect not to have such changes apply to
the organization until the end of the current
contract year (or, if there is less than 6
months remaining in the contract year, until
1 year after the end of the current contract
year).

‘‘(g) RELATION TO STATE LAWS.—The stand-
ards established under this section shall su-
persede any State law or regulation with re-
spect to MedicarePlus products which are of-
fered by MedicarePlus organizations and are
issued by organizations to which section
1851(b)(1) applies, to the extent such law or
regulation is inconsistent with such stand-
ards.

‘‘MEDICARE-PLUS CERTIFICATION

‘‘SEC. 1857. (a) STATE CERTIFICATION PROC-
ESS FOR STATE-REGULATED ORGANIZATIONS.—

‘‘(1) APPROVAL OF STATE PROCESS.—The
Secretary shall approve a MedicarePlus cer-
tification and enforcement program estab-
lished by a State for applying the standards
established under section 1856 to
MedicarePlus organizations (other than
union sponsors, Taft-Hartley sponsors, and
provider-sponsored organizations) and
MedicarePlus products offered by such orga-
nizations if the Secretary determines that
the program effectively provides for the ap-
plication and enforcement of such standards
in the State with respect to such organiza-
tions and products. Such program shall pro-
vide for certification of compliance of
MedicarePlus organizations and products
with the applicable requirements of this part
not less often than once every 3 years.

‘‘(2) EFFECT OF CERTIFICATION UNDER STATE
PROCESS.—A MedicarePlus organization and
MedicarePlus product offered by such an or-
ganization that is certified under such pro-
gram is considered to have been certified
under this subsection with respect to the of-
fering of the product to individuals residing
in the State.

‘‘(3) USER FEES.—The State may impose
user fees on organizations seeking certifi-
cation under this subsection in such
amounts as the State deems sufficient to fi-
nance the costs of such certification. Noth-
ing in this paragraph shall be construed as
restricting a State’s authority to impose
premium taxes, other taxes, or other levies.

‘‘(4) REVIEW.—The Secretary periodically
shall review State programs approved under
paragraph (1) to determine if they continue
to provide for certification and enforcement
described in such paragraph. If the Secretary
finds that a State program no longer so pro-
vides, before making a final determination,
the Secretary shall provide the State an op-
portunity to adopt such a plan of correction
as would permit the State program to meet
the requirements of paragraph (1). If the Sec-
retary makes a final determination that the
State program, after such an opportunity,
fails to meet such requirements, the provi-
sions of subsection (b) shall apply to
MedicarePlus organizations and products in
the State.

‘‘(5) EFFECT OF NO STATE PROGRAM.—Begin-
ning on the date standards are established
under section 1856, in the case of organiza-
tions and products in States in which a cer-
tification program has not been approved
and in operation under paragraph (1), the
Secretary shall establish a process for the
certification of MedicarePlus organizations
(other than union sponsors, Taft-Hartley
sponsors, and provider-sponsored organiza-
tions) and products of such organizations as
meeting such standards.

‘‘(6) PUBLICATION OF LIST OF APPROVED
STATE PROGRAMS.—The Secretary shall pub-
lish (and periodically update) a list of those
State programs which are approved for pur-
poses of this subsection.
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‘‘(b) FEDERAL CERTIFICATION PROCESS FOR

UNION SPONSORS, TAFT-HARTLEY SPONSORS,
AND PROVIDER-SPONSORED ORGANIZATIONS.—

‘‘(1) ESTABLISHMENT.—The Secretary shall
establish a process for the certification of
union sponsors, Taft-Hartley sponsors, and
provider-sponsored organizations and
MedicarePlus products offered by such spon-
sors and organizations as meeting the appli-
cable standards established under section
1856.

‘‘(2) INVOLVEMENT OF SECRETARY OF
LABOR.—Such process shall be established
and operated in cooperation with the Sec-
retary of Labor with respect to union spon-
sors and Taft-Hartley sponsors.

‘‘(3) USE OF STATE LICENSING AND PRIVATE
ACCREDITATION PROCESSES.—

‘‘(A) IN GENERAL.—The process under this
subsection shall, to the maximum extent
practicable, provide that MedicarePlus orga-
nizations and products that are licensed or
certified through a qualified private accredi-
tation process that the Secretary finds ap-
plies standards that are no less stringent
than the requirements of this part are
deemed to meet the corresponding require-
ments of this part for such an organization
or product.

‘‘(B) PERIODIC ACCREDITATION.—The use of
an accreditation under subparagraph (A)
shall be valid only for such period as the Sec-
retary specifies.

‘‘(4) USER FEES.—The Secretary may im-
pose user fees on entities seeking certifi-
cation under this subsection in such
amounts as the Secretary deems sufficient to
finance the costs of such certification.

‘‘(c) CERTIFICATION OF PROVIDER-SPON-
SORED ORGANIZATIONS BY STATES.—

‘‘(1) IN GENERAL.—The Secretary shall es-
tablish a process under which a State may
propose to provide for certification of enti-
ties as meeting the requirements of this part
to be provider-sponsored organizations.

‘‘(2) CONDITIONS FOR APPROVAL.—The Sec-
retary may not approve a State program for
certification under paragraph (1) unless the
Secretary determines that the certification
program applies standards and requirements
that are identical to the standards and re-
quirements of this part and the applicable
provisions for enforcement of such standards
and requirements do not result in a lower
level or quality of enforcement than that
which is otherwise applicable under this
title.

‘‘(d) NOTICE TO ENROLLEES IN CASE OF DE-
CERTIFICATION.—If a MedicarePlus organiza-
tion or product is decertified under this sec-
tion, the organization shall notify each en-
rollee with the organization and product
under this part of such decertification.

‘‘(e) QUALIFIED ASSOCIATIONS.—In the case
of MedicarePlus products offered by a
MedicarePlus organization that is a qualified
association (as defined in section
1854(c)(4)(C)) and issued by an organization
to which section 1851(b)(1) applies or by a
provider-sponsored organization (as defined
in section 1854(a)), nothing in this section
shall be construed as limiting the authority
of States to regulate such products.

‘‘CONTRACTS WITH MEDICAREPLUS
ORGANIZATIONS

‘‘SEC. 1858. (a) IN GENERAL.—The Secretary
shall not permit the election under section
1805 of a MedicarePlus product offered by a
MedicarePlus organization under this part,
and no payment shall be made under section
1856 to an organization, unless the Secretary
has entered into a contract under this sec-
tion with an organization with respect to the
offering of such product. Such a contract
with an organization may cover more than
one MedicarePlus product. Such contract
shall provide that the organization agrees to

comply with the applicable requirements and
standards of this part and the terms and con-
ditions of payment as provided for in this
part.

‘‘(b) MINIMUM ENROLLMENT REQUIRE-
MENTS.—

‘‘(1) IN GENERAL.—Subject to paragraphs (1)
and (2), the Secretary may not enter into a
contract under this section with a
MedicarePlus organization (other than a
union sponsor or Taft-Hartley sponsor) un-
less the organization has at least 5,000 indi-
viduals (or 1,500 individuals in the case of an
organization that is a provider-sponsored or-
ganization) who are receiving health benefits
through the organization, except that the
standards under section 1856 may permit the
organization to have a lesser number of
beneficiaries (but not less than 500 in the
case of an organization that is a provider-
sponsored organization) if the organization
primarily serves individuals residing outside
of urbanized areas.

‘‘(2) EXCEPTION FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCT.—Paragraph (1) shall not
apply with respect to a contract that relates
only to a high deductible/medisave product.

‘‘(3) ALLOWING TRANSITION.—The Secretary
may waive the requirement of paragraph (1)
during the first 3 contract years with respect
to an organization.

‘‘(c) CONTRACT PERIOD AND EFFECTIVE-
NESS.—

‘‘(1) PERIOD.—Each contract under this sec-
tion shall be for a term of at least one year,
as determined by the Secretary, and may be
made automatically renewable from term to
term in the absence of notice by either party
of intention to terminate at the end of the
current term.

‘‘(2) TERMINATION AUTHORITY.—In accord-
ance with procedures established under sub-
section (h), the Secretary may at any time
terminate any such contract or may impose
the intermediate sanctions described in an
applicable paragraph of subsection (g) on the
MedicarePlus organization if the Secretary
determines that the organization—

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

‘‘(B) is carrying out the contract in a man-
ner inconsistent with the efficient and effec-
tive administration of this part;

‘‘(C) is operating in a manner that is not in
the best interests of the individuals covered
under the contract; or

‘‘(D) no longer substantially meets the ap-
plicable conditions of this part.

‘‘(3) EFFECTIVE DATE OF CONTRACTS.—The
effective date of any contract executed pur-
suant to this section shall be specified in the
contract, except that in no case shall a con-
tract under this section which provides for
coverage under a high deductible/medisave
account be effective before January 1997 with
respect to such coverage.

‘‘(4) PREVIOUS TERMINATIONS.—The Sec-
retary may not enter into a contract with a
MedicarePlus organization if a previous con-
tract with that organization under this sec-
tion was terminated at the request of the or-
ganization within the preceding five-year pe-
riod, except in circumstances which warrant
special consideration, as determined by the
Secretary.

‘‘(5) NO CONTRACTING AUTHORITY.—The au-
thority vested in the Secretary by this part
may be performed without regard to such
provisions of law or regulations relating to
the making, performance, amendment, or
modification of contracts of the United
States as the Secretary may determine to be
inconsistent with the furtherance of the pur-
pose of this title.

‘‘(d) PROTECTIONS AGAINST FRAUD AND BEN-
EFICIARY PROTECTIONS.—

‘‘(1) INSPECTION AND AUDIT.—Each contract
under this section shall provide that the Sec-

retary, or any person or organization des-
ignated by the Secretary—

‘‘(A) shall have the right to inspect or oth-
erwise evaluate (i) the quality, appropriate-
ness, and timeliness of services performed
under the contract and (ii) the facilities of
the organization when there is reasonable
evidence of some need for such inspection,
and

‘‘(B) shall have the right to audit and in-
spect any books and records of the
MedicarePlus organization that pertain (i) to
the ability of the organization to bear the
risk of potential financial losses, or (ii) to
services performed or determinations of
amounts payable under the contract.

‘‘(2) ENROLLEE NOTICE AT TIME OF TERMI-
NATION.—Each contract under this section
shall require the organization to provide
(and pay for) written notice in advance of
the contract’s termination, as well as a de-
scription of alternatives for obtaining bene-
fits under this title, to each individual en-
rolled with the organization under this part.

‘‘(3) DISCLOSURE.—
‘‘(A) IN GENERAL.—Each MedicarePlus or-

ganization shall, in accordance with regula-
tions of the Secretary, report to the Sec-
retary financial information which shall in-
clude the following:

‘‘(i) Such information as the Secretary
may require demonstrating that the organi-
zation has a fiscally sound operation.

‘‘(ii) A copy of the report, if any, filed with
the Health Care Financing Administration
containing the information required to be re-
ported under section 1124 by disclosing enti-
ties.

‘‘(iii) A description of transactions, as
specified by the Secretary, between the orga-
nization and a party in interest. Such trans-
actions shall include—

‘‘(I) any sale or exchange, or leasing of any
property between the organization and a
party in interest;

‘‘(II) any furnishing for consideration of
goods, services (including management serv-
ices), or facilities between the organization
and a party in interest, but not including
salaries paid to employees for services pro-
vided in the normal course of their employ-
ment and health services provided to mem-
bers by hospitals and other providers and by
staff, medical group (or groups), individual
practice association (or associations), or any
combination thereof; and

‘‘(III) any lending of money or other exten-
sion of credit between an organization and a
party in interest.
The Secretary may require that information
reported respecting an organization which
controls, is controlled by, or is under com-
mon control with, another entity be in the
form of a consolidated financial statement
for the organization and such entity.

‘‘(B) PARTY IN INTEREST DEFINED.—For the
purposes of this paragraph, the term ‘party
in interest’ means—

‘‘(i) any director, officer, partner, or em-
ployee responsible for management or ad-
ministration of a MedicarePlus organization,
any person who is directly or indirectly the
beneficial owner of more than 5 percent of
the equity of the organization, any person
who is the beneficial owner of a mortgage,
deed of trust, note, or other interest secured
by, and valuing more than 5 percent of the
organization, and, in the case of a
MedicarePlus organization organized as a
nonprofit corporation, an incorporator or
member of such corporation under applicable
State corporation law;

‘‘(ii) any entity in which a person described
in clause (i)—

‘‘(I) is an officer or director;
‘‘(II) is a partner (if such entity is orga-

nized as a partnership);
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‘‘(III) has directly or indirectly a beneficial

interest of more than 5 percent of the equity;
or

‘‘(IV) has a mortgage, deed of trust, note,
or other interest valuing more than 5 per-
cent of the assets of such entity;

‘‘(iii) any person directly or indirectly con-
trolling, controlled by, or under common
control with an organization; and

‘‘(iv) any spouse, child, or parent of an in-
dividual described in clause (i).

‘‘(C) ACCESS TO INFORMATION.—Each
MedicarePlus organization shall make the
information reported pursuant to subpara-
graph (A) available to its enrollees upon rea-
sonable request.

‘‘(4) LOAN INFORMATION.—The contract
shall require the organization to notify the
Secretary of loans and other special finan-
cial arrangements which are made between
the organization and subcontractors, affili-
ates, and related parties.

‘‘(e) ADDITIONAL CONTRACT TERMS.—The
contract shall contain such other terms and
conditions not inconsistent with this part
(including requiring the organization to pro-
vide the Secretary with such information) as
the Secretary may find necessary and appro-
priate.

‘‘(f) INTERMEDIATE SANCTIONS.—
‘‘(1) IN GENERAL.—If the Secretary deter-

mines that a MedicarePlus organization with
a contract under this section—

‘‘(A) fails substantially to provide medi-
cally necessary items and services that are
required (under law or under the contract) to
be provided to an individual covered under
the contract, if the failure has adversely af-
fected (or has substantial likelihood of ad-
versely affecting) the individual;

‘‘(B) imposes premiums on individuals en-
rolled under this part in excess of the pre-
miums permitted;

‘‘(C) acts to expel or to refuse to re-enroll
an individual in violation of the provisions of
this part;

‘‘(D) engages in any practice that would
reasonably be expected to have the effect of
denying or discouraging enrollment (except
as permitted by this part) by eligible individ-
uals with the organization whose medical
condition or history indicates a need for sub-
stantial future medical services;

‘‘(E) misrepresents or falsifies information
that is furnished—

‘‘(i) to the Secretary under this part, or
‘‘(ii) to an individual or to any other entity

under this part;
‘‘(F) fails to comply with the requirements

of section 1852(f)(3); or
‘‘(G) employs or contracts with any indi-

vidual or entity that is excluded from par-
ticipation under this title under section 1128
or 1128A for the provision of health care, uti-
lization review, medical social work, or ad-
ministrative services or employs or con-
tracts with any entity for the provision (di-
rectly or indirectly) through such an ex-
cluded individual or entity of such services;
the Secretary may provide, in addition to
any other remedies authorized by law, for
any of the remedies described in paragraph
(2).

‘‘(2) REMEDIES.—The remedies described in
this paragraph are—

‘‘(A) civil money penalties of not more
than $25,000 for each determination under
paragraph (1) or, with respect to a deter-
mination under subparagraph (D) or (E)(i) of
such paragraph, of not more than $100,000 for
each such determination, plus, with respect
to a determination under paragraph (1)(B),
double the excess amount charged in viola-
tion of such paragraph (and the excess
amount charged shall be deducted from the
penalty and returned to the individual con-
cerned), and plus, with respect to a deter-
mination under paragraph (1)(D), $15,000 for

each individual not enrolled as a result of
the practice involved,

‘‘(B) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under paragraph (1) and until the
Secretary is satisfied that the basis for such
determination has been corrected and is not
likely to recur, or

‘‘(C) suspension of payment to the organi-
zation under this part for individuals en-
rolled after the date the Secretary notifies
the organization of a determination under
paragraph (1) and until the Secretary is sat-
isfied that the basis for such determination
has been corrected and is not likely to recur.

‘‘(3) OTHER INTERMEDIATE SANCTIONS.—In
the case of a MedicarePlus organization for
which the Secretary makes a determination
under subsection (c)(2) the basis of which is
not described in paragraph (1), the Secretary
may apply the following intermediate sanc-
tions:

‘‘(A) civil money penalties of not more
than $25,000 for each determination under
subsection (c)(2) if the deficiency that is the
basis of the determination has directly ad-
versely affected (or has the substantial like-
lihood of adversely affecting) an individual
covered under the organization’s contract;

‘‘(B) civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under subsection (h) during which the defi-
ciency that is the basis of a determination
under subsection (c)(2) exists; and

‘‘(C) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under subsection (c)(2) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.

‘‘(4) PROCEDURES FOR IMPOSING SANC-
TIONS.—The provisions of section 1128A
(other than subsections (a) and (b)) shall
apply to a civil money penalty under para-
graph (1) or (2) in the same manner as they
apply to a civil money penalty or proceeding
under section 1128A(a).

‘‘(g) PROCEDURES FOR IMPOSING SANC-
TIONS.—The Secretary may terminate a con-
tract with a MedicarePlus organization
under this section or may impose the inter-
mediate sanctions described in subsection (f)
on the organization in accordance with for-
mal investigation and compliance procedures
established by the Secretary under which—

‘‘(1) the Secretary provides the organiza-
tion with the opportunity to develop and im-
plement a corrective action plan to correct
the deficiencies that were the basis of the
Secretary’s determination under subsection
(c)(2);

‘‘(2) the Secretary shall impose more se-
vere sanctions on organizations that have a
history of deficiencies or that have not
taken steps to correct deficiencies the Sec-
retary has brought to their attention;

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

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

(b) CONFORMING REFERENCES TO PREVIOUS
PART C.—Any reference in law (in effect be-
fore the date of the enactment of this Act) to
part C of title XVIII of the Social Security
Act is deemed a reference to part D of such
title (as in effect after such date).

(c) USE OF INTERIM, FINAL REGULATIONS.—
In order to carry out the amendment made
by subsection (a) in a timely manner, the
Secretary of Health and Human Services
may promulgate regulations that take effect

on an interim basis, after notice and pending
opportunity for public comment.

(d) ADVANCE DIRECTIVES.—Section 1866(f)
(42 U.S.C. 1395cc(f)) is amended—

(1) in paragraph (1)—
(A) by inserting ‘‘1853(g),’’ after ‘‘1833(s),’’,

and
(B) by inserting ‘‘, MedicarePlus organiza-

tion,’’ after ‘‘provider of services’’, and
(2) by adding at the end the following new

paragraph:
‘‘(4) Nothing in this subsection shall be

construed to require the provision of infor-
mation regarding assisted suicide, eutha-
nasia, or mercy killing.’’.

(e) CONFORMING AMENDMENT.—Section
1866(a)(1)(O) (42 U.S.C. 1395cc(a)(1)(O)) is
amended by inserting before the semicolon
at the end the following: ‘‘and in the case of
hospitals to accept as payment in full for in-
patient hospital services that are emergency
services (as defined in section 1853(b)(4)) that
are covered under this title and are furnished
to any individual enrolled under part C with
a MedicarePlus organization which does not
have a contract establishing payment
amounts for services furnished to members
of the organization the amounts that would
be made as a payment in full under this title
if the individuals were not so enrolled’’.
SEC. 15003. DUPLICATION AND COORDINATION

OF MEDICARE-RELATED PRODUCTS.
(a) TREATMENT OF CERTAIN HEALTH INSUR-

ANCE POLICIES AS NONDUPLICATIVE.—
(1) IN GENERAL.—Effective as if included in

the enactment of section 4354 of the Omnibus
Budget Reconciliation Act of 1990, section
1882(d)(3)(A) (42 U.S.C. 1395ss(d)(3)(A)) is
amended—

(A) by amending clause (i) to read as fol-
lows:

‘‘(i) It is unlawful for a person to sell or
issue to an individual entitled to benefits
under part A or enrolled under part B of this
title or electing a MedicarePlus product
under section 1805—

‘‘(I) a health insurance policy (other than a
medicare supplemental policy) with knowl-
edge that the policy duplicates health bene-
fits to which the individual is otherwise enti-
tled under this title or title XIX,

‘‘(II) in the case of an individual not elect-
ing a MedicarePlus product, a medicare sup-
plemental policy with knowledge that the in-
dividual is entitled to benefits under another
medicare supplemental policy, or

‘‘(III) in the case of an individual electing
a MedicarePlus product, a medicare supple-
mental policy with knowledge that the pol-
icy duplicates health benefits to which the
individual is otherwise entitled under this
title or under another medicare supple-
mental policy.’’;

(B) in clause (iii), by striking ‘‘clause (i)’’
and inserting ‘‘clause (i)(II)’’; and

(C) by adding at the end the following new
clauses:

‘‘(iv) For purposes of this subparagraph a
health insurance policy shall be considered
to ‘duplicate’ benefits under this title only
when, under its terms, the policy provides
specific reimbursement for identical items
and services to the extent paid for under this
title, and a health insurance policy providing
for benefits which are payable to or on behalf
of an individual without regard to other
health benefit coverage of such individual is
not considered to ‘duplicate’ any health ben-
efits under this title.

‘‘(v) For purposes of this subparagraph, a
health insurance policy (or a rider to an in-
surance contract which is not a health insur-
ance policy), including a policy (such as a
long-term care insurance contract described
in section 7702B(b) of the Internal Revenue
Code of 1986, as added by the Contract with
America Tax Relief Act of 1995 (H.R. 1215))
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providing benefits for long-term care, nurs-
ing home care, home health care, or commu-
nity-based care, that coordinates against or
excludes items and services available or paid
for under this title and (for policies sold or
issued after January 1, 1996) that discloses
such coordination or exclusion in the pol-
icy’s outline of coverage, is not considered to
‘duplicate’ health benefits under this title.
For purposes of this clause, the terms ‘co-
ordinates’ and ‘coordination’ mean, with re-
spect to a policy in relation to health bene-
fits under this title, that the policy under its
terms is secondary to, or excludes from pay-
ment, items and services to the extent avail-
able or paid for under this title.

‘‘(vi) Notwithstanding any other provision
of law, no criminal or civil penalty may be
imposed at any time under this subpara-
graph and no legal action may be brought or
continued at any time in any Federal or
State court if the penalty or action is based
on an act or omission that occurred after No-
vember 5, 1991, and before the date of the en-
actment of this clause, and relates to the
sale, issuance, or renewal of any health in-
surance policy during such period, if such
policy meets the requirements of clause (iv)
or (v).

‘‘(vii) A State may not impose, with re-
spect to the sale or issuance of a policy (or
rider) that meets the requirements of this
title pursuant to clause (iv) or (v) to an indi-
vidual entitled to benefits under part A or
enrolled under part B or enrolled under a
MedicarePlus product under part C, any re-
quirement based on the premise that such a
policy or rider duplicates health benefits to
which the individual is otherwise entitled
under this title.’’.

(2) CONFORMING AMENDMENTS.—Section
1882(d)(3) (42 U.S.C. 1395ss(d)(3)) is amended—

(A) in subparagraph (B), by inserting ‘‘(in-
cluding any MedicarePlus product)’’ after
‘‘health insurance policies’’;

(B) in subparagraph (C)—
(i) by striking ‘‘with respect to (i)’’ and in-

serting ‘‘with respect to’’, and
(ii) by striking ‘‘, (ii) the sale’’ and all that

follows up to the period at the end; and
(C) by striking subparagraph (D).
(3) MEDICAREPLUS PRODUCTS NOT TREATED

AS MEDICARE SUPPLEMENTARY POLICIES.—Sec-
tion 1882(g) (42 U.S.C. 1395ss(g)) is amended
by inserting ‘‘a MedicarePlus product or’’
after ‘‘and does not include’’

(4) REPORT ON DUPLICATION AND COORDINA-
TION OF HEALTH INSURANCE POLICIES THAT ARE
NOT MEDICARE SUPPLEMENTAL POLICIES.—Not
later than 3 years after the date of the enact-
ment of this Act, the Secretary of Health
and Human Services shall prepare and sub-
mit to Congress a report on the advisability
and feasibility of restricting the sale to med-
icare beneficiaries of health insurance poli-
cies that duplicate (within the meaning of
section 1882(d)(3)(A) of the Social Security
Act) other health insurance policies that
such a beneficiary may have. In preparing
such report, the Secretary shall seek the ad-
vice of the National Association of Insurance
Commissioners and shall take into account
the standards established under section 1807
of the Social Security Act for the electronic
coordination of benefits.

(b) ADDITIONAL RULES RELATING TO INDIVID-
UALS ENROLLED IN MEDICAREPLUS PROD-
UCTS.—Section 1882 (42 U.S.C. 1395ss) is fur-
ther amended by adding at the end the fol-
lowing new subsection:

‘‘(u)(1) Notwithstanding the previous provi-
sions of this section, the following provisions
shall not apply to a health insurance policy
(other than a medicare supplemental policy)
provided to an individual who has elected the
MedicarePlus option under section 1805:

‘‘(A) Subsections (o)(1), (o)(2), (p)(1)(A)(i),
(p)(2), (p)(3), (p)(8), and (p)(9) (insofar as they

relate to limitations on benefits or groups of
benefits that may be offered).

‘‘(B) Subsection (r) (relating to loss-ra-
tios).

‘‘(2)(A) It is unlawful for a person to sell or
issue a policy described in subparagraph (B)
to an individual with knowledge that the in-
dividual has in effect under section 1805 an
election of a high deductible/medisave prod-
uct.

‘‘(B) A policy described in this subpara-
graph is a health insurance policy that pro-
vides for coverage of expenses that are other-
wise required to be counted toward meeting
the annual deductible amount provided
under the high deductible/medisave prod-
uct.’’.
SEC. 15004. TRANSITIONAL RULES FOR CURRENT

MEDICARE HMO PROGRAM.
(a) TRANSITION FROM CURRENT CON-

TRACTS.—
(1) LIMITATION ON NEW CONTRACTS.—
(A) NO NEW RISK-SHARING CONTRACTS AFTER

NEW STANDARDS ESTABLISHED.—The Sec-
retary of Health and Human Services (in this
section referred to as the ‘‘Secretary’’) shall
not enter into any risk-sharing contract
under section 1876 of the Social Security Act
with an eligible organization for any con-
tract year beginning on or after the date
standards for MedicarePlus organizations
and products are first established under sec-
tion 1856(a) of such Act with respect to
MedicarePlus organizations that are insurers
or health maintenance organizations unless
such a contract had been in effect under sec-
tion 1876 of such Act for the organization for
the previous contract year.

(B) NO NEW COST REIMBURSEMENT CON-
TRACTS.—The Secretary shall not enter into
any cost reimbursement contract under sec-
tion 1876 of the Social Security Act begin-
ning for any contract year beginning on or
after the date of the enactment of this Act.

(2) TERMINATION OF CURRENT CONTRACTS.—
(A) RISK-SHARING CONTRACTS.—Notwith-

standing any other provision of law, the Sec-
retary shall not extend or continue any risk-
sharing contract with an eligible organiza-
tion under section 1876 of the Social Security
Act (for which a contract was entered into
consistent with paragraph (1)(A)) for any
contract year beginning on or after 1 year
after the date standards described in para-
graph (1)(A) are established.

(B) COST REIMBURSEMENT CONTRACTS.—The
Secretary shall not extend or continue any
reasonable cost reimbursement contract
with an eligible organization under section
1876 of the Social Security Act for any con-
tract year beginning on or after January 1,
1998.

(b) CONFORMING PAYMENT RATES.—
(1) RISK-SHARING CONTRACTS.—Notwith-

standing any other provision of law, the Sec-
retary shall provide that payment amounts
under risk-sharing contracts under section
1876(a) of the Social Security Act for months
in a year (beginning with January 1996) shall
be computed—

(A) with respect to individuals entitled to
benefits under both parts A and B of title
XVIII of such Act, by substituting payment
rates under section 1855(a) of such Act for
the payment rates otherwise established
under section 1876(a) of such Act, and

(B) with respect to individuals only enti-
tled to benefits under part B of such title, by
substituting an appropriate proportion of
such rates (reflecting the relative proportion
of payments under such title attributable to
such part) for the payment rates otherwise
established under section 1876(a) of such Act.
For purposes of carrying out this paragraph
for payment for months in 1996, the Sec-
retary shall compute, announce, and apply
the payment rates under section 1855(a) of
such Act (notwithstanding any deadlines

specified in such section) in as timely a man-
ner as possible and may (to the extent nec-
essary) provide for retroactive adjustment in
payments made not in accordance with such
rates.

(2) COST CONTRACTS.—Notwithstanding any
other provision of law, the Secretary shall
provide that payment amounts under cost
reimbursement contracts under section
1876(a) of the Social Security Act shall take
into account adjustments in payment
amounts made in parts A and B of title XVIII
of such Act pursuant to the amendments
made by this title.

(c) ELIMINATION OF 50:50 RULE.—
(1) IN GENERAL.—Section 1876 (42 U.S.C.

1395mm) is amended by striking subsection
(f).

(2) CONFORMING AMENDMENTS.—Section 1876
is further amended—

(A) in subsection (c)(3)(A)(i), by striking
‘‘would result in failure to meet the require-
ments of subsection (f) or’’, and

(B) in subsection (i)(1)(C), by striking ‘‘(e),
and (f)’’ and inserting ‘‘and (e)’’.

(3) EFFECTIVE DATE.—The amendments
made by this section shall apply to contract
years beginning on or after January 1, 1996.
PART 2—SPECIAL RULES FOR

MEDICAREPLUS MEDICAL SAVINGS AC-
COUNTS

SEC. 15011. MEDICAREPLUS MSA’S.
(a) IN GENERAL.—Part III of subchapter B

of chapter 1 of the Internal Revenue Code of
1986 (relating to amounts specifically ex-
cluded from gross income) is amended by re-
designating section 137 as section 138 and by
inserting after section 136 the following new
section:
‘‘SEC. 137. MEDICAREPLUS MSA’S.

‘‘(a) EXCLUSION.—Gross income shall not
include any payment to the MedicarePlus
MSA of an individual by the Secretary of
Health and Human Services under section
1855(f)(1)(B) of the Social Security Act.

‘‘(b) MEDICAREPLUS MSA.—For purposes of
this section—

‘‘(1) MEDICAREPLUS MSA.—The term
‘MedicarePlus MSA’ means a trust created
or organized in the United States exclusively
for the purpose of paying the qualified medi-
cal expenses of the account holder, but only
if the written governing instrument creating
the trust meets the following requirements:

‘‘(A) Except in the case of a trustee-to-
trustee transfer described in subsection
(d)(4), no contribution will be accepted un-
less it is made by the Secretary of Health
and Human Services under section
1855(f)(1)(B) of the Social Security Act.

‘‘(B) The trustee is a bank (as defined in
section 408(n)), an insurance company (as de-
fined in section 816), or another person who
demonstrates to the satisfaction of the Sec-
retary that the manner in which such person
will administer the trust will be consistent
with the requirements of this section.

‘‘(C) No part of the trust assets will be in-
vested in life insurance contracts.

‘‘(D) The assets of the trust will not be
commingled with other property except in a
common trust fund or common investment
fund.

‘‘(E) The interest of an individual in the
balance in his account is nonforfeitable.

‘‘(F) Trustee-to-trustee transfers described
in subsection (d)(4) may be made to and from
the trust.

‘‘(2) QUALIFIED MEDICAL EXPENSES.—
‘‘(A) IN GENERAL.—The term ‘qualified

medical expenses’ means, with respect to an
account holder, amounts paid by such hold-
er—

‘‘(i) for medical care (as defined in section
213(d)) for the account holder, but only to
the extent such amounts are not com-
pensated for by insurance or otherwise, or
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‘‘(ii) for long-term care insurance for the

account holder.
‘‘(B) HEALTH INSURANCE MAY NOT BE PUR-

CHASED FROM ACCOUNT.—Subparagraph (A)(i)
shall not apply to any payment for insur-
ance.

‘‘(3) ACCOUNT HOLDER.—The term ‘account
holder’ means the individual on whose behalf
the MedicarePlus MSA is maintained.

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of subsections (g) and (h) of
section 408 shall apply for purposes of this
section.

‘‘(c) TAX TREATMENT OF ACCOUNTS.—
‘‘(1) IN GENERAL.—A MedicarePlus MSA is

exempt from taxation under this subtitle un-
less such MSA has ceased to be a
MedicarePlus MSA by reason of paragraph
(2). Notwithstanding the preceding sentence,
any such MSA is subject to the taxes im-
posed by section 511 (relating to imposition
of tax on unrelated business income of chari-
table, etc. organizations).

‘‘(2) ACCOUNT ASSETS TREATED AS DISTRIB-
UTED IN THE CASE OF PROHIBITED TRANS-
ACTIONS OR ACCOUNT PLEDGED AS SECURITY
FOR LOAN.—Rules similar to the rules of
paragraphs (2) and (4) of section 408(e) shall
apply to MedicarePlus MSA’s, and any
amount treated as distributed under such
rules shall be treated as not used to pay
qualified medical expenses.

‘‘(d) TAX TREATMENT OF DISTRIBUTIONS.—
‘‘(1) INCLUSION OF AMOUNTS NOT USED FOR

QUALIFIED MEDICAL EXPENSES.—No amount
shall be included in the gross income of the
account holder by reason of a payment or
distribution from a MedicarePlus MSA
which is used exclusively to pay the qualified
medical expenses of the account holder. Any
amount paid or distributed from a
MedicarePlus MSA which is not so used shall
be included in the gross income of such hold-
er.

‘‘(2) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED MEDICAL EXPENSES IF MINIMUM
BALANCE NOT MAINTAINED.—

‘‘(A) IN GENERAL.—The tax imposed by this
chapter for any taxable year in which there
is a payment or distribution from a
MedicarePlus MSA which is not used exclu-
sively to pay the qualified medical expenses
of the account holder shall be increased by 50
percent of the excess (if any) of—

‘‘(i) the amount of such payment or dis-
tribution, over

‘‘(ii) the excess (if any) of—
‘‘(I) the fair market value of the assets in

the MedicarePlus MSA as of the close of the
calendar year preceding the calendar year in
which the taxable year begins, over

‘‘(II) an amount equal to 60 percent of the
deductible under the high deductible/
medisave product covering the account hold-
er as of January 1 of the calendar year in
which the taxable year begins.

‘‘(B) EXCEPTIONS.—Subparagraph (A) shall
not apply if the payment or distribution is
made on or after the date the account hold-
er—

‘‘(i) becomes disabled within the meaning
of section 72(m)(7), or

‘‘(ii) dies.
‘‘(C) SPECIAL RULES.—For purposes of sub-

paragraph (A)—
‘‘(i) all MedicarePlus MSA’s of the account

holder shall be treated as 1 account,
‘‘(ii) all payments and distributions not

used exclusively to pay the qualified medical
expenses of the account holder during any
taxable year shall be treated as 1 distribu-
tion, and

‘‘(iii) any distribution of property shall be
taken into account at its fair market value
on the date of the distribution.

‘‘(3) WITHDRAWAL OF ERRONEOUS CONTRIBU-
TIONS.—Paragraphs (1) and (2) shall not apply
to any payment or distribution from a

MedicarePlus MSA to the Secretary of
Health and Human Services of an erroneous
contribution to such MSA and of the net in-
come attributable to such contribution.

‘‘(4) TRUSTEE-TO-TRUSTEE TRANSFERS.—
Paragraphs (1) and (2) shall not apply to any
trustee-to-trustee transfer from a
MedicarePlus MSA of an account holder to
another MedicarePlus MSA of such account
holder.

‘‘(5) COORDINATION WITH MEDICAL EXPENSE
DEDUCTION.—For purposes of section 213, any
payment or distribution out of a
MedicarePlus MSA for qualified medical ex-
penses shall not be treated as an expense
paid for medical care.

‘‘(e) TREATMENT OF ACCOUNT AFTER DEATH
OF ACCOUNT HOLDER.—

‘‘(1) TREATMENT IF DESIGNATED BENEFICIARY
IS SPOUSE.—

‘‘(A) IN GENERAL.—In the case of an ac-
count holder’s interest in a MedicarePlus
MSA which is payable to (or for the benefit
of) such holder’s spouse upon the death of
such holder, such MedicarePlus MSA shall be
treated as a MedicarePlus MSA of such
spouse as of the date of such death.

‘‘(B) SPECIAL RULES IF SPOUSE NOT MEDI-
CARE ELIGIBLE.—If, as of the date of such
death, such spouse is not entitled to benefits
under title XVIII of the Social Security Act,
then after the date of such death—

‘‘(i) the Secretary of Health and Human
Services may not make any payments to
such MedicarePlus MSA, other than pay-
ments attributable to periods before such
date,

‘‘(ii) in applying subsection (b)(2) with re-
spect to such MedicarePlus MSA, references
to the account holder shall be treated as in-
cluding references to any dependent (as de-
fined in section 152) of such spouse and any
subsequent spouse of such spouse, and

‘‘(iii) in lieu of applying subsection (d)(2),
the rules of section 220(f)(2) shall apply.

‘‘(2) TREATMENT IF DESIGNATED BENEFICIARY
IS NOT SPOUSE.—In the case of an account
holder’s interest in a MedicarePlus MSA
which is payable to (or for the benefit of) any
person other than such holder’s spouse upon
the death of such holder—

‘‘(A) such account shall cease to be a
MedicarePlus MSA as of the date of death,
and

‘‘(B) an amount equal to the fair market
value of the assets in such account on such
date shall be includible—

‘‘(i) if such person is not the estate of such
holder, in such person’s gross income for the
taxable year which includes such date, or

‘‘(ii) if such person is the estate of such
holder, in such holder’s gross income for last
taxable year of such holder.

‘‘(f) REPORTS.—
‘‘(1) IN GENERAL.—The trustee of a

MedicarePlus MSA shall make such reports
regarding such account to the Secretary and
to the account holder with respect to—

‘‘(A) the fair market value of the assets in
such MedicarePlus MSA as of the close of
each calendar year, and

‘‘(B) contributions, distributions, and
other matters,
as the Secretary may require by regulations.

‘‘(2) TIME AND MANNER OF REPORTS.—The
reports required by this subsection—

‘‘(A) shall be filed at such time and in such
manner as the Secretary prescribes in such
regulations, and

‘‘(B) shall be furnished to the account hold-
er—

‘‘(i) not later than January 31 of the cal-
endar year following the calendar year to
which such reports relate, and

‘‘(ii) in such manner as the Secretary pre-
scribes in such regulations.’’

(b) EXCLUSION OF MEDICAREPLUS MSA’S
FROM ESTATE TAX.—Part IV of subchapter A

of chapter 11 of such Code is amended by add-
ing at the end the following new section:
‘‘SEC. 2057. MEDICAREPLUS MSA’S.

‘‘For purposes of the tax imposed by sec-
tion 2001, the value of the taxable estate
shall be determined by deducting from the
value of the gross estate an amount equal to
the value of any MedicarePlus MSA (as de-
fined in section 137(b)) included in the gross
estate.’’

(c) TAX ON PROHIBITED TRANSACTIONS.—
(1) Section 4975 of such Code (relating to

tax on prohibited transactions) is amended
by adding at the end of subsection (c) the fol-
lowing new paragraph:

‘‘(4) SPECIAL RULE FOR MEDICAREPLUS
MSA’S.—An individual for whose benefit a
MedicarePlus MSA (within the meaning of
section 137(b)) is established shall be exempt
from the tax imposed by this section with re-
spect to any transaction concerning such ac-
count (which would otherwise be taxable
under this section) if, with respect to such
transaction, the account ceases to be a
MedicarePlus MSA by reason of the applica-
tion of section 137(c)(2) to such account.’’

(2) Paragraph (1) of section 4975(e) of such
Code is amended to read as follows:

‘‘(1) PLAN.—For purposes of this section,
the term ‘plan’ means—

‘‘(A) a trust described in section 401(a)
which forms a part of a plan, or a plan de-
scribed in section 403(a), which trust or plan
is exempt from tax under section 501(a),

‘‘(B) an individual retirement account de-
scribed in section 408(a),

‘‘(C) an individual retirement annuity de-
scribed in section 408(b),

‘‘(D) a medical savings account described
in section 220(d),

‘‘(E) a MedicarePlus MSA described in sec-
tion 137(b), or

‘‘(F) a trust, plan, account, or annuity
which, at any time, has been determined by
the Secretary to be described in any preced-
ing subparagraph of this paragraph.’’

(d) FAILURE TO PROVIDE REPORTS ON
MEDICAREPLUS MSA’S.—

(1) Subsection (a) of section 6693 of such
Code (relating to failure to provide reports
on individual retirement accounts or annu-
ities) is amended to read as follows:

‘‘(a) REPORTS.—
‘‘(1) IN GENERAL.—If a person required to

file a report under a provision referred to in
paragraph (2) fails to file such report at the
time and in the manner required by such
provision, such person shall pay a penalty of
$50 for each failure unless it is shown that
such failure is due to reasonable cause.

‘‘(2) PROVISIONS.—The provisions referred
to in this paragraph are—

‘‘(A) subsections (i) and (l) of section 408
(relating to individual retirement plans),

‘‘(B) section 220(h) (relating to medical
savings accounts), and

‘‘(C) section 137(f) (relating to
MedicarePlus MSA’s).’’

(2) The section heading for section 6693 of
such Code is amended to read as follows:
‘‘SEC. 6693. FAILURE TO FILE REPORTS ON INDI-

VIDUAL RETIREMENT PLANS AND
CERTAIN OTHER TAX-FAVORED AC-
COUNTS; PENALTIES RELATING TO
DESIGNATED NONDEDUCTIBLE CON-
TRIBUTIONS.’’

(e) CLERICAL AMENDMENTS.—
(1) The table of sections for part III of sub-

chapter B of chapter 1 of such Code is amend-
ed by striking the last item and inserting
the following:

‘‘Sec. 137. MedicarePlus MSA’s.

‘‘Sec. 138. Cross references to other Acts.’’

(2) The table of sections for part 1 of sub-
chapter B of chapter 68 of such Code is
amended by striking the item relating to
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section 6693 and inserting the following new
item:

‘‘Sec. 6693. Failure to file reports on individ-
ual retirement plans and cer-
tain other tax-favored ac-
counts; penalties relating to
designated nondeductible con-
tributions.’’

(3) The table of sections for part IV of sub-
chapter A of chapter 11 of such Code is
amended by adding at the end the following
new item:

‘‘Sec. 2057. MedicarePlus MSA’s.’’

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.
SEC. 15012. CERTAIN REBATES EXCLUDED FROM

GROSS
INCOME.

(a) IN GENERAL.—Section 105 of the Inter-
nal Revenue Code of 1986 (relating to
amounts received under accident and health
plans) is amended by adding at the end the
following new subsection:

‘‘(j) CERTAIN REBATES UNDER SOCIAL SECU-
RITY ACT.—Gross income does not include
any rebate received under section
1852(e)(1)(A) of the Social Security Act dur-
ing the taxable year.’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to
amounts received after the date of the enact-
ment of this Act.

PART 3—SPECIAL ANTITRUST RULE FOR
PROVIDER SERVICE NETWORKS

SEC. 15021. APPLICATION OF ANTITRUST RULE
OF REASON TO PROVIDER SERVICE
NETWORKS.

(a) RULE OF REASON STANDARD.—In any ac-
tion under the antitrust laws, or under any
State law similar to the antitrust laws—

(1) the conduct of a provider service net-
work in negotiating, making, or performing
a contract (including the establishment and
modification of a fee schedule and the devel-
opment of a panel of physicians), to the ex-
tent such contract is for the purpose of pro-
viding health care services to individuals
under the terms of a MedicarePlus PSO prod-
uct, and

(2) the conduct of any member of such net-
work for the purpose of providing such
health care services under such contract to
such extent,
shall not be deemed illegal per se. Such con-
duct shall be judged on the basis of its rea-
sonableness, taking into account all relevant
factors affecting competition, including the
effects on competition in properly defined
markets.

(b) DEFINITIONS.—For purposes of sub-
section (a):

(1) ANTITRUST LAWS.—The term ‘‘antitrust
laws’’ has the meaning given it in subsection
(a) of the first section of the Clayton Act (15
U.S.C. 12), except that such term includes
section 5 of the Federal Trade Commission
Act (15 U.S.C. 45) to the extent that such sec-
tion 5 applies to unfair methods of competi-
tion.

(2) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any individual
or entity that is engaged in the delivery of
health care services in a State and that is re-
quired by State law or regulation to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(3) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a
MedicarePlus PSO product including serv-
ices related to the delivery or administra-
tion of such service.

(4) MEDICAREPLUS PROGRAM.—The term
‘‘MedicarePlus program’’ means the program
under part C of title XVIII of the Social Se-
curity Act.

(5) MEDICAREPLUS PSO PRODUCT.—The term
‘‘MedicarePlus PSO product’’ means a
MedicarePlus product offered by a provider-
sponsored organization under part C of title
XVIII of the Social Security Act.

(6) PROVIDER SERVICE NETWORK.—The term
‘‘provider service network’’ means an organi-
zation that—

(A) is organized by, operated by, and com-
posed of members who are health care pro-
viders and for purposes that include provid-
ing health care services,

(B) is funded in part by capital contribu-
tions made by the members of such organiza-
tion,

(C) with respect to each contract made by
such organization for the purpose of provid-
ing a type of health care service to individ-
uals under the terms of a MedicarePlus PSO
product—

(i) requires all members of such organiza-
tion who engage in providing such type of
health care service to agree to provide
health care services of such type under such
contract,

(ii) receives the compensation paid for the
health care services of such type provided
under such contract by such members, and

(iii) provides for the distribution of such
compensation,

(D) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a program
to review, pursuant to written guidelines,
the quality, efficiency, and appropriateness
of treatment methods and setting of services
for all health care providers and all patients
participating in such product, along with in-
ternal procedures to correct identified defi-
ciencies relating to such methods and such
services,

(E) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a program
to monitor and control utilization of health
care services provided under such product,
for the purpose of improving efficient, appro-
priate care and eliminating the provision of
unnecessary health care services,

(F) has established a management program
to coordinate the delivery of health care
services for all health care providers and all
patients participating in such product, for
the purpose of achieving efficiencies and en-
hancing the quality of health care services
provided, and

(G) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a griev-
ance and appeal process for such organiza-
tion designed to review and promptly resolve
beneficiary or patient grievances and com-
plaints.
Such term may include a provider-sponsored
organization.

(7) PROVIDER-SPONSORED ORGANIZATION.—
The term ‘‘provider-sponsored organization’’
means a MedicarePlus organization under
the MedicarePlus program that is a provider-
sponsored organization (as defined in section
ll of the Social Security Act).

(8) STATE.—The term ‘‘State’’ has the
meaning given it in section 4G(2) of the Clay-
ton Act (15 U.S.C. 15g(2)).

(c) ISSUANCE OF GUIDELINES.—Not later
than 120 days after the date of the enactment
of this Act, the Attorney General and the
Federal Trade Commission shall issue joint-
ly guidelines specifying the enforcement
policies and analytical principles that will
be applied by the Department of Justice and
the Commission with respect to the oper-
ation of subsection (a).

PART 4—COMMISSIONS
SEC. 15031. MEDICARE PAYMENT REVIEW COM-

MISSION.
(a) IN GENERAL.—Title XVIII, as amended

by section 15001(a), is amended by inserting
after section 1805 the following new section:

‘‘MEDICARE PAYMENT REVIEW COMMISSION

‘‘SEC. 1806. (a) ESTABLISHMENT.—There is
hereby established the Medicare Payment
Review Commission (in this section referred
to as the ‘Commission’).

‘‘(b) DUTIES.—
‘‘(1) GENERAL DUTIES AND REPORTS.—
‘‘(A) IN GENERAL.—The Commission shall

review, and make recommendations to Con-
gress concerning, payment policies under
this title.

‘‘(B) ANNUAL REPORTS.—By not later than
June 1 of each year, the Commission shall
submit a report to Congress containing an
examination of issues affecting the medicare
program, including the implications of
changes in health care delivery in the United
States and in the market for health care
services on the medicare program.

‘‘(C) ADDITIONAL REPORTS.—The Commis-
sion may submit to Congress from time to
time such other reports as the Commission
deems appropriate. By not later than May 1,
1997, the Commission shall submit to Con-
gress a report on the matter described in
paragraph (2)(G).

‘‘(D) SECRETARIAL RESPONSE IN RULE-
MAKING.—The Secretary shall respond to rec-
ommendations of the Commission in notices
of rulemaking proceedings under this title.

‘‘(2) SPECIFIC DUTIES RELATING TO
MEDICAREPLUS PROGRAM.—Specifically, the
Commission shall review, with respect to the
MedicarePlus program under part C—

‘‘(A) the appropriateness of the methodol-
ogy for making payment to plans under such
program, including the making of differen-
tial payments and the distribution of dif-
ferential updates among different payment
areas);

‘‘(B) the appropriateness of the mecha-
nisms used to adjust payments for risk and
the need to adjust such mechanisms to take
into account health status of beneficiaries;

‘‘(C) the implications of risk selection both
among MedicarePlus organizations and be-
tween the MedicarePlus option and the non-
MedicarePlus option;

‘‘(D) in relation to payment under part C,
the development and implementation of
mechanisms to assure the quality of care for
those enrolled with MedicarePlus organiza-
tions;

‘‘(E) the impact of the MedicarePlus pro-
gram on access to care for medicare bene-
ficiaries;

‘‘(F) the feasibility and desirability of ex-
tending the rules for open enrollment that
apply during the transition period to apply
in each county during the first 2 years in
which MedicarePlus products are made
available to individuals residing in the coun-
ty; and

‘‘(G) other major issues in implementation
and further development of the MedicarePlus
program.

‘‘(3) SPECIFIC DUTIES RELATING TO THE
FAILSAFE BUDGET MECHANISM.—Specifically,
the Commission shall review, with respect to
the failsafe budget mechanism described in
section 1895—

‘‘(A) the appropriateness of the expendi-
ture projections by the Secretary under sec-
tion 1895(c) for each medicare sector;

‘‘(B) the appropriateness of the growth fac-
tors for each sector and the ability to take
into account substitution across sectors;

‘‘(C) the appropriateness of the mecha-
nisms for implementing reductions in pay-
ment amounts for different sectors, includ-
ing any adjustments to reflect changes in
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volume or intensity resulting for any pay-
ment reductions;

‘‘(D) the impact of the mechanism on pro-
vider participation in parts A and B and in
the MedicarePlus program; and

‘‘(E) the appropriateness of the medicare
benefit budget (under section 1895(c)(2)(C) of
the Social Security Act), particularly for fis-
cal years after fiscal year 2002.

‘‘(4) SPECIFIC DUTIES RELATING TO THE FEE-
FOR-SERVICE SYSTEM.—Specifically, the Com-
mission shall review payment policies under
parts A and B, including—

‘‘(A) the factors affecting expenditures for
services in different sectors, including the
process for updating hospital, physician, and
other fees,

‘‘(B) payment methodologies; and
‘‘(C) the impact of payment policies on ac-

cess and quality of care for medicare bene-
ficiaries.

‘‘(5) SPECIFIC DUTIES RELATING TO INTER-
ACTION OF PAYMENT POLICIES WITH HEALTH
CARE DELIVERY GENERALLY.—Specifically the
Commission shall review the effect of pay-
ment policies under this title on the delivery
of health care services under this title and
assess the implications of changes in the
health services market on the medicare pro-
gram.

‘‘(c) MEMBERSHIP.—
‘‘(1) NUMBER AND APPOINTMENT.—The Com-

mission shall be composed of 15 members ap-
pointed by the Comptroller General.

‘‘(2) QUALIFICATIONS.—The membership of
the Commission shall include individuals
with national recognition for their expertise
in health finance and economics, actuarial
science, health facility management, health
plans and integrated delivery systems, reim-
bursement of health facilities, allopathic and
osteopathic physicians, and other providers
of services, and other related fields, who pro-
vide a mix of different professionals, broad
geographic representation, and a balance be-
tween urban and rural representatives, in-
cluding physicians and other health profes-
sionals, employers, third party payors, indi-
viduals skilled in the conduct and interpre-
tation of biomedical, health services, and
health economics research and expertise in
outcomes and effectiveness research and
technology assessment. Such membership
shall also include representatives of consum-
ers and the elderly.

‘‘(3) CONSIDERATIONS IN INITIAL APPOINT-
MENT.—To the extent possible, in first ap-
pointing members to the Commission the
Comptroller General shall consider appoint-
ing individuals who (as of the date of the en-
actment of this section) were serving on the
Prospective Payment Assessment Commis-
sion or the Physician Payment Review Com-
mission.

‘‘(4) TERMS.—
‘‘(A) IN GENERAL.—The terms of members

of the Commission shall be for 3 years except
that the Comptroller General shall designate
staggered terms for the members first ap-
pointed.

‘‘(B) VACANCIES.—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 Commission shall be
filled in the manner in which the original ap-
pointment was made.

‘‘(5) COMPENSATION.—While serving on the
business of the Commission (including trav-
eltime), a member of the Commission shall
be entitled to compensation at the per diem
equivalent of the rate provided for level IV of
the Executive Schedule under section 5315 of
title 5, United States Code; and while so
serving away from home and member’s regu-

lar place of business, a member may be al-
lowed travel expenses, as authorized by the
Chairman of the Commission. Physicians
serving as personnel of the Commission may
be provided a physician comparability allow-
ance by the Commission in the same manner
as Government physicians may be provided
such an allowance by an agency under sec-
tion 5948 of title 5, United States Code, and
for such purpose subsection (i) of such sec-
tion shall apply to the Commission in the
same manner as it applies to the Tennessee
Valley Authority. For purposes of pay (other
than pay of members of the Commission) and
employment benefits, rights, and privileges,
all personnel of the Commission shall be
treated as if they were employees of the
United States Senate.

‘‘(6) CHAIRMAN; VICE CHAIRMAN.—The Comp-
troller General shall designate a member of
the Commission, at the time of appointment
of the member, as Chairman and a member
as Vice Chairman for that term of appoint-
ment.

‘‘(7) MEETINGS.—The Commission shall
meet at the call of the Chairman.

‘‘(d) DIRECTOR AND STAFF; EXPERTS AND
CONSULTANTS.—Subject to such review as the
Comptroller General deems necessary to as-
sure the efficient administration of the Com-
mission, the Commission may—

‘‘(1) employ and fix the compensation of an
Executive Director (subject to the approval
of the Comptroller General) and such other
personnel as may be necessary to carry out
its duties (without regard to the provisions
of title 5, United States Code, governing ap-
pointments in the competitive service);

‘‘(2) seek such assistance and support as
may be required in the performance of its du-
ties from appropriate Federal departments
and agencies;

‘‘(3) enter into contracts or make other ar-
rangements, as may be necessary for the
conduct of the work of the Commission
(without regard to section 3709 of the Re-
vised Statutes (41 U.S.C. 5));

‘‘(4) make advance, progress, and other
payments which relate to the work of the
Commission;

‘‘(5) provide transportation and subsistence
for persons serving without compensation;
and

‘‘(6) prescribe such rules and regulations as
it deems necessary with respect to the inter-
nal organization and operation of the Com-
mission.

‘‘(e) POWERS.—
‘‘(1) OBTAINING OFFICIAL DATA.—The Com-

mission may secure directly from any de-
partment or agency of the United States in-
formation necessary to enable it to carry out
this section. Upon request of the Chairman,
the head of that department or agency shall
furnish that information to the Commission
on an agreed upon schedule.

‘‘(2) DATA COLLECTION.—In order to carry
out its functions, the Commission shall col-
lect and assess information to—

‘‘(A) utilize existing information, both pub-
lished and unpublished, where possible, col-
lected and assessed either by its own staff or
under other arrangements made in accord-
ance with this section,

‘‘(B) carry out, or award grants or con-
tracts for, original research and experimen-
tation, where existing information is inad-
equate, and

‘‘(C) adopt procedures allowing any inter-
ested party to submit information for the
Commission’s use in making reports and rec-
ommendations.

‘‘(3) ACCESS OF GAO TO INFORMATION.—The
Comptroller General shall have unrestricted
access to all deliberations, records, and data
of the Commission, immediately upon re-
quest.

‘‘(4) PERIODIC AUDIT.—The Commission
shall be subject to periodic audit by the Gen-
eral Accounting Office.

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.—
‘‘(1) REQUEST FOR APPROPRIATIONS.—The

Commission shall submit requests for appro-
priations in the same manner as the Comp-
troller General submits requests for appro-
priations, but amounts appropriated for the
Commission shall be separate from amounts
appropriated for the Comptroller General.

‘‘(2) AUTHORIZATION.—There are authorized
to be appropriated such sums as may be nec-
essary to carry out the provisions of this sec-
tion. 60 percent of such appropriation shall
be payable from the Federal Hospital Insur-
ance Trust Fund, and 40 percent of such ap-
propriation shall be payable from the Fed-
eral Supplementary Medical Insurance Trust
Fund.’’.

(b) ABOLITION OF PROPAC AND PPRC.—
(1) PROPAC.—
(A) IN GENERAL.—Section 1886(e) (42 U.S.C.

1395ww(e)) is amended—
(i) by striking paragraphs (2) and (6); and
(ii) in paragraph (3), by striking ‘‘(A) The

Commission’’ and all that follows through
‘‘(B)’’.

(B) CONFORMING AMENDMENT.—Section 1862
(42 U.S.C. 1395y) is amended by striking
‘‘Prospective Payment Assessment Commis-
sion’’ each place it appears in subsection
(a)(1)(D) and subsection (i) and inserting
‘‘Medicare Payment Review Commission’’.

(2) PPRC.—
(A) IN GENERAL.—Title XVIII is amended

by striking section 1845 (42 U.S.C. 1395w–1).
(B) CONFORMING AMENDMENTS.—
(i) Section 1834(b)(2) (42 U.S.C. 1395m(b)(2))

is amended by striking ‘‘Physician Payment
Review Commission’’ and inserting ‘‘Medi-
care Payment Review Commission’’.

(ii) Section 1842(b) (42 U.S.C. 1395u(b)) is
amended by striking ‘‘Physician Payment
Review Commission’’ each place it appears
in paragraphs (9)(D) and (14)(C)(i) and insert-
ing ‘‘Medicare Payment Review Commis-
sion’’.

(iii) Section 1848 (42 U.S.C. 1395w–4) is
amended by striking ‘‘Physician Payment
Review Commission’’ and inserting ‘‘Medi-
care Payment Review Commission’’ each
place it appears in paragraph (2)(A)(ii),
(2)(B)(iii), and (5) of subsection (c), sub-
section (d)(2)(F), paragraphs (1)(B), (3), and
(4)(A) of subsection (f), and paragraphs (6)(C)
and (7)(C) of subsection (g).

(c) EFFECTIVE DATE; TRANSITION.—
(1) IN GENERAL.—The Comptroller General

shall first provide for appointment of mem-
bers to the Medicare Payment Review Com-
mission (in this subsection referred to as
‘‘MPRC’’) by not later than March 31, 1996.

(2) TRANSITION.—Effective on a date (not
later than 30 days after the date a majority
of members of the MPRC have first been ap-
pointed, the Prospective Payment Assess-
ment Commission (in this subsection re-
ferred to as ‘‘ProPAC’’) and the Physician
Payment Review Commission (in this sub-
section referred to as ‘‘PPRC’’), and amend-
ments made by subsection (b), are termi-
nated. The Comptroller General, to the max-
imum extent feasible, shall provide for the
transfer to the MPRC of assets and staff of
ProPAC and PPRC, without any loss of bene-
fits or seniority by virtue of such transfers.
Fund balances available to the ProPAC or
PPRC for any period shall be available to the
MPRC for such period for like purposes.

(3) CONTINUING RESPONSIBILITY FOR RE-
PORTS.—The MPRC shall be responsible for
the preparation and submission of reports re-
quired by law to be submitted (and which
have not been submitted by the date of es-
tablishment of the MPRC) by the ProPAC
and PPRC, and, for this purpose, any ref-
erence in law to either such Commission is
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deemed, after the appointment of the MPRC,
to refer to the MPRC.
SEC. 15032. COMMISSION ON THE EFFECT OF THE

BABY BOOM GENERATION ON THE
MEDICARE PROGRAM.

(a) ESTABLISHMENT.—There is established a
commission to be known as the Commission
on the Effect of the Baby Boom Generation
on the Medicare Program (in this section re-
ferred to as the ‘‘Commission’’).

(b) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) examine the financial impact on the

medicare program of the significant increase
in the number of medicare eligible individ-
uals which will occur beginning approxi-
mately during 2010 and lasting for approxi-
mately 25 years, and

(B) make specific recommendations to the
Congress respecting a comprehensive ap-
proach to preserve the medicare program for
the period during which such individuals are
eligible for medicare.

(2) CONSIDERATIONS IN MAKING REC-
OMMENDATIONS.—In making its recommenda-
tions, the Commission shall consider the fol-
lowing:

(A) The amount and sources of Federal
funds to finance the medicare program, in-
cluding the potential use of innovative fi-
nancing methods.

(B) The most efficient and effective man-
ner of administering the program, including
the appropriateness of continuing the appli-
cation of the failsafe budget mechanism
under section 1895 of the Social Security Act
for fiscal years after fiscal year 2002 and the
appropriate long-term growth rates for con-
tributions electing coverage under
MedicarePlus under part C of title XVIII of
such Act.

(C) Methods used by other nations to re-
spond to comparable demographic patterns
in eligibility for health care benefits for el-
derly and disabled individuals.

(D) Modifying age-based eligibility to cor-
respond to changes in age-based eligibility
under the OASDI program.

(E) Trends in employment-related health
care for retirees, including the use of medi-
cal savings accounts and similar financing
devices.

(c) MEMBERSHIP.—
(1) APPOINTMENT.—The Commission shall

be composed of 15 members appointed as fol-
lows:

(A) The President shall appoint 3 members.
(B) The Majority Leader of the Senate

shall appoint, after consultation with the
minority leader of the Senate, 6 members, of
whom not more than 4 may be of the same
political party.

(C) The Speaker of the House of Represent-
atives shall appoint, after consultation with
the minority leader of the House of Rep-
resentatives, 6 members, of whom not more
than 4 may be of the same political party.

(2) CHAIRMAN AND VICE CHAIRMAN.—The
Commission shall elect a Chairman and Vice
Chairman from among its members.

(3) VACANCIES.—Any vacancy in the mem-
bership of the Commission shall be filled in
the manner in which the original appoint-
ment was made and shall not affect the
power of the remaining members to execute
the duties of the Commission.

(4) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4
members may conduct a hearing under sub-
section (e).

(5) MEETINGS.—The Commission shall meet
at the call of its Chairman or a majority of
its members.

(6) COMPENSATION AND REIMBURSEMENT OF
EXPENSES.—Members of the Commission are
not entitled to receive compensation for
service on the Commission. Members may be
reimbursed for travel, subsistence, and other

necessary expenses incurred in carrying out
the duties of the Commission.

(d) STAFF AND CONSULTANTS.—
(1) STAFF.—The Commission may appoint

and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of title 5, United
States Code, that govern appointments in
the competitive services, and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(2) CONSULTANTS.—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
of title 5, United States Code, as the Com-
mission determines to be necessary to carry
out the duties of the Commission.

(e) POWERS.—
(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.—

(A) Upon the request of the Commission,
the Director of the Congressional Budget Of-
fice shall provide to the Commission such
cost estimates as the Commission deter-
mines 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, Unit-
ed States Code. Upon request of the Chair-
man 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) ACCEPTANCE OF DONATIONS.—The Com-
mission may accept, use, and dispose of gifts
or donations of services or property.

(10) 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 May 1, 1997, the
Commission shall submit to Congress a re-
port containing its findings and rec-
ommendations regarding how to protect and
preserve the medicare program in a finan-
cially solvent manner until 2030 (or, if later,
throughout the period of projected solvency
of the Federal Old-Age and Survivors Insur-
ance Trust Fund). The report shall include
detailed recommendations for appropriate
legislative initiatives respecting how to ac-
complish this objective.

(g) TERMINATION.—The Commission shall
terminate 60 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. Amounts
appropriated to carry out this section shall
remain available until expended.
SEC. 15033. CHANGE IN APPOINTMENT OF ADMIN-

ISTRATOR OF HCFA.

(a) IN GENERAL.—Section 1117 (42 U.S.C.
1317) is amended by striking ‘‘President by
and with the advice and consent of the Sen-
ate’’ and inserting ‘‘Secretary of Health and
Human Services’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act and
shall apply to Administrators appointed on
or after the date of the enactment of this
Act.

PART 5—TREATMENT OF HOSPITALS
WHICH PARTICIPATE IN PROVIDER-
SPONSORED ORGANIZATIONS

SEC. 15041. TREATMENT OF HOSPITALS WHICH
PARTICIPATE IN PROVIDER-SPON-
SORED ORGANIZATIONS.

(a) IN GENERAL.—Section 501 of the Inter-
nal Revenue Code of 1986 (relating to exemp-
tion from tax on corporations, certain
trusts, etc.) is amended by redesignating
subsection (n) as subsection (o) and by in-
serting after subsection (m) the following
new subsection:

‘‘(n) TREATMENT OF HOSPITALS PARTICIPAT-
ING IN PROVIDER-SPONSORED ORGANIZA-
TIONS.—An organization shall not fail to be
treated as organized and operated exclu-
sively for a charitable purpose for purposes
of subsection (c)(3) solely because a hospital
which is owned and operated by such organi-
zation participates in a provider-sponsored
organization (as defined in section 1854(a)(1)
of the Social Security Act), whether or not
the provider-sponsored organization is ex-
empt from tax. For purposes of subsection
(c)(3), any person with a material financial
interest in such a provider-sponsored organi-
zation shall be treated as a private share-
holder or individual with respect to the hos-
pital.’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.

Subtitle B—Preventing Fraud and Abuse
PART 1—GENERAL PROVISIONS

SEC. 15101. INCREASING AWARENESS OF FRAUD
AND ABUSE.

(a) BENEFICIARY OUTREACH EFFORTS.—The
Secretary of Health and Human Services
(acting through the Administrator of the
Health Care Financing Administration and
the Inspector General of the Department of
Health and Human Services) shall make on-
going efforts (through public service an-
nouncements, publications, and other appro-
priate methods) to alert individuals entitled
to benefits under the medicare program of
the existence of fraud and abuse committed
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against the program and the costs to the pro-
gram of such fraud and abuse, and of the ex-
istence of the toll-free telephone line oper-
ated by the Secretary to receive information
on fraud and abuse committed against the
program.

(b) CLARIFICATION OF REQUIREMENT TO PRO-
VIDE EXPLANATION OF MEDICARE BENEFITS.—
The Secretary shall provide an explanation
of benefits under the medicare program with
respect to each item or service for which
payment may be made under the program
which is furnished to an individual, without
regard to whether or not a deductible or co-
insurance may be imposed against the indi-
vidual with respect to the item or service.

(c) PROVIDER OUTREACH EFFORTS; PUBLICA-
TION OF FRAUD ALERTS.—

(1) SPECIAL FRAUD ALERTS.—
(A) IN GENERAL.—
(i) REQUEST FOR SPECIAL FRAUD ALERTS.—

Any person may present, at any time, a re-
quest to the Secretary to issue and publish a
special fraud alert.

(ii) SPECIAL FRAUD ALERT DEFINED.—In this
section, a ‘‘special fraud alert’’ is a notice
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de-
fined in section 1128(h) of the Social Security
Act).

(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS.—

(i) INVESTIGATION.—Upon receipt of a re-
quest for a special fraud alert under subpara-
graph (A), the Secretary shall investigate
the subject matter of the request to deter-
mine whether a special fraud alert should be
issued. If appropriate, the Secretary (in con-
sultation with the Attorney General) shall
issue a special fraud alert in response to the
request. All special fraud alerts issued pursu-
ant to this subparagraph shall be published
in the Federal Register.

(ii) CRITERIA FOR ISSUANCE.—In determin-
ing whether to issue a special fraud alert
upon a request under subparagraph (A), the
Secretary may consider—

(I) whether and to what extent the prac-
tices that would be identified in the special
fraud alert may result in any of the con-
sequences described in 15214(b); and

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

(2) PUBLICATION OF ALL HCFA FRAUD ALERTS
IN FEDERAL REGISTER.—Each notice issued by
the Health Care Financing Administration
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de-
fined in section 1128(h) of the Social Security
Act) shall be published in the Federal Reg-
ister, without regard to whether or not the
notice is issued by a regional office of the
Health Care Financing Administration.
SEC. 15102. BENEFICIARY INCENTIVE PROGRAMS.

(a) PROGRAM TO COLLECT INFORMATION ON
FRAUD AND ABUSE.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary of Health
and Human Services (hereinafter in this sub-
title referred to as the ‘‘Secretary’’) shall es-
tablish a program under which the Secretary
shall encourage individuals to report to the
Secretary information on individuals and en-
tities who are engaging or who have engaged
in acts or omissions which constitute
grounds for the imposition of a sanction
under section 1128, section 1128A, or section
1128B of the Social Security Act, or who have
otherwise engaged in fraud and abuse against
the medicare program for which there is a
sanction provided under law. The program

shall discourage provision of, and not con-
sider, information which is frivolous or oth-
erwise not relevant or material to the impo-
sition of such a sanction.

(2) PAYMENT OF PORTION OF AMOUNTS COL-
LECTED.—If an individual reports informa-
tion to the Secretary under the program es-
tablished under paragraph (1) which serves as
the basis for the collection by the Secretary
or the Attorney General of any amount of at
least $100 (other than any amount paid as a
penalty under section 1128B of the Social Se-
curity Act), the Secretary may pay a portion
of the amount collected to the individual
(under procedures similar to those applicable
under section 7623 of the Internal Revenue
Code of 1986 to payments to individuals pro-
viding information on violations of such
Code).

(b) PROGRAM TO COLLECT INFORMATION ON
PROGRAM EFFICIENCY.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to submit to the
Secretary suggestions on methods to im-
prove the efficiency of the medicare pro-
gram.

(2) PAYMENT OF PORTION OF PROGRAM SAV-
INGS.—If an individual submits a suggestion
to the Secretary under the program estab-
lished under paragraph (1) which is adopted
by the Secretary and which results in sav-
ings to the program, the Secretary may
make a payment to the individual of such
amount as the Secretary considers appro-
priate.
SEC. 15103. INTERMEDIATE SANCTIONS FOR MED-

ICARE HEALTH MAINTENANCE OR-
GANIZATIONS.

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

(1) IN GENERAL.—Section 1876(i)(1) (42
U.S.C. 1395mm(i)(1)) is amended by striking
‘‘the Secretary may terminate’’ and all that
follows and inserting the following: ‘‘in ac-
cordance with procedures established under
paragraph (9), the Secretary may at any
time terminate any such contract or may
impose the intermediate sanctions described
in paragraph (6)(B) or (6)(C) (whichever is ap-
plicable) on the eligible organization if the
Secretary determines that the organiza-
tion—

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

‘‘(B) is carrying out the contract in a man-
ner inconsistent with the efficient and effec-
tive administration of this section;

‘‘(C) is operating in a manner that is not in
the best interests of the individuals covered
under the contract; or

‘‘(D) no longer substantially meets the ap-
plicable conditions of subsections (b), (c),
and (e).’’.

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

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

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

‘‘(ii) civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under paragraph (9) during which the defi-

ciency that is the basis of a determination
under paragraph (1) exists; and

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

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

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

‘‘(A) the Secretary provides the organiza-
tion with the opportunity to develop and im-
plement a corrective action plan to correct
the deficiencies that were the basis of the
Secretary’s determination under paragraph
(1);

‘‘(B) the Secretary shall impose more se-
vere sanctions on organizations that have a
history of deficiencies or that have not
taken steps to correct deficiencies the Sec-
retary has brought to their attention;

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

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

(4) CONFORMING AMENDMENTS.—(A) Section
1876(i)(6)(B) (42 U.S.C. 1395mm(i)(6)(B)) is
amended by striking the second sentence.

(B) Section 1876(i)(6) (42 U.S.C.
1395mm(i)(6)) is further amended by adding
at the end the following new subparagraph:

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

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to contract years beginning on or after Janu-
ary 1, 1996.
SEC. 15104. VOLUNTARY DISCLOSURE PROGRAM.

Title XI (42 U.S.C. 1301 et seq.) is amended
by inserting after section 1128B the following
new section:

‘‘VOLUNTARY DISCLOSURE OF ACTS OR
OMISSIONS

‘‘SEC. 1129. (a) ESTABLISHMENT OF VOL-
UNTARY DISCLOSURE PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this section, the Secretary shall es-
tablish a program to encourage individuals
and entities to voluntarily disclose to the
Secretary information on acts or omissions
of the individual or entity which constitute
grounds for the imposition of a sanction de-
scribed in section 1128, 1128A, or 1128B.

‘‘(b) EFFECT OF VOLUNTARY DISCLOSURE.—If
an individual or entity voluntarily discloses
information with respect to an act or omis-
sion to the Secretary under subsection (a),
the following rules shall apply:

‘‘(1) The Secretary may waive, reduce, or
otherwise mitigate any sanction which
would otherwise be applicable to the individ-
ual or entity under section 1128, 1128A, or
1128B as a result of the act or omission in-
volved.

‘‘(2) No qui tam action may be brought
pursuant to chapter 37 of title 31, United
States Code, against the individual or entity
with respect to the act or omission in-
volved.’’.
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SEC. 15105. REVISIONS TO CURRENT SANCTIONS.

(a) DOUBLING THE AMOUNT OF CIVIL MONE-
TARY PENALTIES.—The maximum amount of
civil monetary penalties specified in section
1128A of the Social Security Act or under
title XVIII of such Act (as in effect on the
day before the date of the enactment of this
Act) shall, effective for violations occurring
after the date of the enactment of this Act,
be double the amount otherwise provided as
of such date.

(b) ESTABLISHMENT OF MINIMUM PERIOD OF
EXCLUSION FOR CERTAIN INDIVIDUALS AND EN-
TITIES SUBJECT TO PERMISSIVE EXCLUSION.—
Section 1128(c)(3) (42 U.S.C. 1320a–7(c)(3)) is
amended by adding at the end the following
new subparagraphs:

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

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

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

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to acts or omissions occurring on or after
January 1, 1996.
SEC. 15106. DIRECT SPENDING FOR ANTI-FRAUD

ACTIVITIES UNDER MEDICARE.
(a) ESTABLISHMENT OF MEDICARE INTEGRITY

PROGRAM.—Title XVIII is amended by adding
at the end the following new section:

‘‘MEDICARE INTEGRITY PROGRAM

‘‘SEC. 1893. (a) ESTABLISHMENT OF PRO-
GRAM.—There is hereby established the Medi-
care Integrity Program (hereafter in this
section referred to as the ‘Program’) under
which the Secretary shall promote the integ-
rity of the medicare program by entering
into contracts in accordance with this sec-
tion with eligible private entities to carry
out the activities described in subsection (b).

‘‘(b) ACTIVITIES DESCRIBED.—The activities
described in this subsection are as follows:

‘‘(1) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review (employing
similar standards, processes, and tech-
nologies used by private health plans, includ-
ing equipment and software technologies
which surpass the capability of the equip-
ment and technologies used in the review of
claims under this title as of the date of the
enactment of this section).

‘‘(2) Audit of cost reports.
‘‘(3) Determinations as to whether pay-

ment should not be, or should not have been,
made under this title by reason of section
1862(b), and recovery of payments that
should not have been made.

‘‘(4) Education of providers of services,
beneficiaries, and other persons with respect
to payment integrity and benefit quality as-
surance issues.

‘‘(c) ELIGIBILITY OF ENTITIES.—An entity is
eligible to enter into a contract under the
Program to carry out any of the activities
described in subsection (b) if—

‘‘(1) the entity has demonstrated capabil-
ity to carry out such activities;

‘‘(2) in carrying out such activities, the en-
tity agrees to cooperate with the Inspector
General of the Department of Health and
Human Services, the Attorney General of the
United States, and other law enforcement
agencies, as appropriate, in the investigation
and deterrence of fraud and abuse in relation
to this title and in other cases arising out of
such activities;

‘‘(3) the entity’s financial holdings, inter-
ests, or relationships will not interfere with
its ability to perform the functions to be re-
quired by the contract in an effective and
impartial manner; and

‘‘(4) the entity meets such other require-
ments as the Secretary may impose.

‘‘(d) PROCESS FOR ENTERING INTO CON-
TRACTS.—The Secretary shall enter into con-
tracts under the Program in accordance with
such procedures as the Secretary may by
regulation establish, except that such proce-
dures shall include the following:

‘‘(1) The Secretary shall determine the ap-
propriate number of separate contracts
which are necessary to carry out the Pro-
gram and the appropriate times at which the
Secretary shall enter into such contracts.

‘‘(2) The provisions of section 1153(e)(1)
shall apply to contracts and contracting au-
thority under this section, except that com-
petitive procedures must be used when enter-
ing into new contracts under this section, or
at any other time considered appropriate by
the Secretary.

‘‘(3) A contract under this section may be
renewed without regard to any provision of
law requiring competition if the contractor
has met or exceeded the performance re-
quirements established in the current con-
tract.

‘‘(e) LIMITATION ON CONTRACTOR LIABIL-
ITY.—The Secretary shall by regulation pro-
vide for the limitation of a contractor’s li-
ability for actions taken to carry out a con-
tract under the Program, and such regula-
tion shall, to the extent the Secretary finds
appropriate, employ the same or comparable
standards and other substantive and proce-
dural provisions as are contained in section
1157.

‘‘(f) TRANSFER OF AMOUNTS TO MEDICARE
ANTI-FRAUD AND ABUSE TRUST FUND.—For
each fiscal year, the Secretary shall transfer
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Medicare
Anti-Fraud and Abuse Trust Fund under sub-
section (g) such amounts as are necessary to
carry out the activities described in sub-
section (b). Such transfer shall be in an allo-
cation as reasonably reflects the proportion
of such expenditures associated with part A
and part B.

‘‘(g) MEDICARE ANTI-FRAUD AND ABUSE
TRUST FUND.—

‘‘(1) ESTABLISHMENT.—
‘‘(A) IN GENERAL.—There is hereby estab-

lished in the Treasury of the United States
the Anti-Fraud and Abuse Trust Fund (here-
after in this subsection referred to as the
‘Trust Fund’). The Trust Fund shall consist
of such gifts and bequests as may be made as
provided in subparagraph (B) and such
amounts as may be deposited in the Trust
Fund as provided in subsection (f), paragraph
(3), and title XI.

‘‘(B) AUTHORIZATION TO ACCEPT GIFTS AND
BEQUESTS.—The Trust Fund is authorized to
accept on behalf of the United States money
gifts and bequests made unconditionally to
the Trust Fund, for the benefit of the Trust
Fund or any activity financed through the
Trust Fund.

‘‘(2) INVESTMENT.—
‘‘(A) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the

Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund in government account serial secu-
rities.

‘‘(B) USE OF INCOME.—Any interest derived
from investments under subparagraph (A)
shall be credited to the Fund.

‘‘(3) AMOUNTS DEPOSITED INTO TRUST
FUND.—In addition to amounts transferred
under subsection (f), there shall be deposited
in the Trust Fund—

‘‘(A) that portion of amounts recovered in
relation to section 1128A arising out of a
claim under title XVIII as remains after ap-
plication of subsection (f)(2) (relating to re-
payment of the Federal Hospital Insurance
Trust Fund or the Federal Supplementary
Medical Insurance Trust Fund) of that sec-
tion, as may be applicable,

‘‘(B) fines imposed under section 1128B
arising out of a claim under this title, and

‘‘(C) penalties and damages imposed (other
than funds awarded to a relator or for res-
titution) under sections 3729 through 3732 of
title 31, United States Code (pertaining to
false claims) in cases involving claims relat-
ing to programs under title XVIII, XIX, or
XXI.

‘‘(4) DIRECT APPROPRIATION OF FUNDS TO
CARRY OUT PROGRAM.—

‘‘(A) IN GENERAL.—There are appropriated
from the Trust Fund for each fiscal year
such amounts as are necessary to carry out
the Medicare Integrity Program under this
section, subject to subparagraph (B).

‘‘(B) AMOUNTS SPECIFIED.—The amount ap-
propriated under subparagraph (A) for a fis-
cal year is as follows:

‘‘(i) For fiscal year 1996, such amount shall
be not less than $430,000,000 and not more
than $440,000,000.

‘‘(ii) For fiscal year 1997, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

‘‘(iii) For fiscal year 1998, such amount
shall be not less than $550,000,000 and not
more than $560,000,000.

‘‘(iv) For fiscal year 1999, such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

‘‘(v) For fiscal year 2000, such amount shall
be not less than $670,000,000 and not more
than $680,000,000.

‘‘(vi) For fiscal year 2001, such amount
shall be not less than $690,000,000 and not
more than $700,000,000.

‘‘(vii) For fiscal year 2002, such amount
shall be not less than $710,000,000 and not
more than $720,000,000.

‘‘(5) ANNUAL REPORT.—The Secretary shall
submit an annual report to Congress on the
amount of revenue which is generated and
disbursed by the Trust Fund in each fiscal
year.’’.

(b) ELIMINATION OF FI AND CARRIER RE-
SPONSIBILITY FOR CARRYING OUT ACTIVITIES
SUBJECT TO PROGRAM.—

(1) RESPONSIBILITIES OF FISCAL
INTERMEDIARIES UNDER PART A.—Section 1816
(42 U.S.C. 1395h) is amended by adding at the
end the following new subsection:

‘‘(l) No agency or organization may carry
out (or receive payment for carrying out)
any activity pursuant to an agreement under
this section to the extent that the activity is
carried out pursuant to a contract under the
Medicare Integrity Program under section
1893.’’.

(2) RESPONSIBILITIES OF CARRIERS UNDER
PART B.—Section 1842(c) (42 U.S.C. 1395u(c)) is
amended by adding at the end the following
new paragraph:

‘‘(6) No carrier may carry out (or receive
payment for carrying out) any activity pur-
suant to a contract under this subsection to
the extent that the activity is carried out
pursuant to a contract under the Medicare
Integrity Program under section 1893.’’.
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(c) CONFORMING AMENDMENT.—Section

1128A(f)(3) (42 U.S.C. 1320a–7a(f)(3)) is amend-
ed by striking ‘‘as miscellaneous receipts of
the Treasury of the United States’’ and in-
serting ‘‘in the Anti-Fraud and Abuse Trust
Fund established under section 1893(g)’’.

(d) DIRECT SPENDING FOR MEDICARE-RELAT-
ED ACTIVITIES OF INSPECTOR GENERAL.—Sec-
tion 1893, as added by subsection (a), is
amended by adding at the end the following
new subsection:

‘‘(h) DIRECT SPENDING FOR MEDICARE-RE-
LATED ACTIVITIES OF INSPECTOR GENERAL.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Inspector
General of the Department of Health and
Human Services for each fiscal year such
amounts as are necessary to enable the In-
spector General to carry out activities relat-
ing to the medicare program (as described in
paragraph (2)), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The activities
described in this paragraph are as follows:

‘‘(A) Prosecuting medicare-related matters
through criminal, civil, and administrative
proceedings.

‘‘(B) Conducting investigations relating to
the medicare program.

‘‘(C) Performing financial and performance
audits of programs and operations relating
to the medicare program.

‘‘(D) Performing inspections and other
evaluations relating to the medicare pro-
gram.

‘‘(E) Conducting provider and conumer
education activities regarding the require-
ments of this title.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be $130,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be $181,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be $204,000,000.

‘‘(D) For each subsequent fiscal year, the
amount appropriated for the previous fiscal
year, increased by the percentage increase in
aggregate expenditures under this title for
the fiscal year involved over the previous fis-
cal year.

‘‘(4) ALLOCATION OF PAYMENTS AMONG TRUST
FUNDS.—The appropriations made under
paragraph (1) shall be in an allocation as rea-
sonably reflects the proportion of such ex-
penditures associated with part A and part
B.’’.
SEC. 15107. PERMITTING CARRIERS TO CARRY

OUT PRIOR AUTHORIZATION FOR
CERTAIN ITEMS OF DURABLE MEDI-
CAL EQUIPMENT.

(a) IN GENERAL.—Section 1834(a)(15) (42
U.S.C. 1395m(a)(15)), as amended by section
135(b) of the Social Security Act Amend-
ments of 1994, is amended by adding at the
end the following new subparagraphs:

‘‘(D) APPLICATION BY CARRIERS.—A carrier
may develop (and periodically update) a list
of items under subparagraph (A) and a list of
suppliers under subparagraph (B) in the same
manner as the Secretary may develop (and
periodically update) such lists.

‘‘(E) WAIVER OF PUBLICATION REQUIRE-
MENT.—A carrier may make an advance de-
termination under subparagraph (C) with re-
spect to an item or supplier on a list devel-
oped by the Secretary or the carrier without
regard to whether or not the Secretary has
promulgated a regulation with respect to the
list, except that the carrier may not make
such an advance determination with respect
to an item or supplier on a list until the ex-
piration of the 30-day period beginning on
the date the Secretary or the carrier places
the item or supplier on the list.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect as if
included in the enactment of the Social Se-
curity Act Amendments of 1994.
SEC. 15108. NATIONAL HEALTH CARE ANTI-

FRAUD TASK FORCE.
(a) ESTABLISHMENT.—The Attorney Gen-

eral, in consultation with the Secretary of
Health and Human Services, shall establish a
national health care anti-fraud task force (in
this section referred to as the ‘‘task force’’).
The Attorney General shall establish the
task force within 120 days after the date of
the enactment of this Act.

(b) COMPOSITION.—The task force shall in-
clude representatives of Federal agencies in-
volved in the investigation and prosecution
of persons violating laws relating to health
care fraud and abuse, including at least one
representative from each of the following
agencies:

(1) The Department of Justice and the Fed-
eral Bureau of Investigation.

(2) The Department of Health and Human
Services and the Office of the Inspector Gen-
eral within the Department.

(3) The office in the Department of Defense
responsible for administration of the
CHAMPUS program.

(4) The Department of Veterans’ Affairs.
(5) The United States Postal Inspection

Service.
(6) The Internal Revenue Service.

The Attorney General (or the designee of the
Attorney General) shall serve as chair of the
task force.

(c) DUTIES.—The task force shall coordi-
nate Federal law enforcement activities re-
lating to health care fraud and abuse in
order to better control fraud and abuse in
the delivery of health care in the United
States. Specifically, the task force shall co-
ordinate activities—

(1) in order to assure the effective
targeting and investigation of persons who
organize, direct, finance, or otherwise know-
ingly engage in health care fraud, and

(2) in order to assure full and effective co-
operation between Federal and State agen-
cies involved in health care fraud investiga-
tions.

(d) STAFF.—Each member of the task force
who represents an agency shall be respon-
sible for providing for the detail (from the
agency) of at least one full-time staff person
to staff the task force. Such detail shall be
without change in salary, compensation,
benefits, and other employment-related mat-
ters.
SEC. 15109. STUDY OF ADEQUACY OF PRIVATE

QUALITY ASSURANCE PROGRAMS.
(a) IN GENERAL.—The Administrator of the

Health Care Financing Administration (act-
ing through the Director of the Office of Re-
search and Demonstrations) shall enter into
an agreement with a private entity to con-
duct a study during the 5-year period begin-
ning on the date of the enactment of this Act
of the adequacy of the quality assurance pro-
grams and consumer protections used by the
MedicarePlus program under part C of title
XVIII of the Social Security Act (as inserted
by section 15002(a)), and shall include in the
study an analysis of the effectiveness of such
programs in protecting plan enrollees
against the risk of insufficient provision of
benefits which may result from utilization
controls.

(b) REPORT.—Not later than 6 months after
the conclusion of the 5-year period described
in subsection (a), the Administrator shall
submit a report to Congress on the study
conducted under subsection (a).
SEC. 15110. PENALTY FOR FALSE CERTIFICATION

FOR HOME HEALTH SERVICES.
(a) IN GENERAL.—Section 1128A(b) (42

U.S.C. 1320a–7a(b)) is amended by adding at
the end the following new paragraph:

‘‘(3)(A) Any physician who executes a docu-
ment described in subparagraph (B) with re-
spect to an individual knowing that all of
the requirements referred to in such sub-
paragraph are not met with respect to the
individual shall be subject to a civil mone-
tary penalty of not more than the greater
of—

‘‘(i) $5,000, or
‘‘(ii) three times the amount of the pay-

ments under title XVIII for home health
services which are made pursuant to such
certification.

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

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to certifi-
cations made on or after the date of the en-
actment of this Act.
SEC. 15111. PILOT PROJECTS.

The Secretary of Health and Human Serv-
ices shall establish and operate 5 pilot
projects (in various geographic regions of the
United States) under which the Secretary
shall implement innovative approaches to
monitor payment claims under the medicare
program to detect those claims that are
wasteful or fraudulent.

PART 2—REVISIONS TO CRIMINAL LAW
SEC. 15121. DEFINITION OF FEDERAL HEALTH

CARE OFFENSE.
(a) IN GENERAL.—Chapter 2 of title 18,

United States Code, is amended by adding at
the end the following:
‘‘§ 24. Definition of Federal health care of-

fense
‘‘(a) As used in this title, the term ‘Federal

health care offense’ means—
‘‘(1) a violation of, or criminal conspiracy

to violate section 226, 227, 669, 1035, 1347, or
1518 of this title;

‘‘(2) a violation of, or criminal conspiracy
to violate section 1128B of the Social Secu-
rity Act (42 U.S.C. 1320a–7b);

‘‘(3) a violation of, or criminal conspiracy
to violate section 201, 287, 371, 664, 666, 1001,
1027, 1341, 1343, or 1954 of this title, if the vio-
lation or conspiracy relates to a health care
benefit program;

‘‘(4) a violation of, or criminal conspiracy
to violate section 501 or 511 of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1131 or 29 U.S.C. 1141), if the violation
or conspiracy relates to a health care benefit
program;

‘‘(5) the commission of, or attempt to com-
mit, an act which constitutes grounds for
the imposition of a penalty under section 303
of the Federal Food, Drug, and Cosmetic Act,
if the act or attempt relates to a health care
benefit program; or

‘‘(6) a violation of, or criminal conspiracy
to violate, section 3 of the Anti-Kickback
Act of 1986 (41 U.S.C. 53), if the violation or
conspiracy relates to a health care benefit
program.

‘‘(b) As used in this title, the term ‘health
care benefit program’ has the meaning given
such term in section 1347(b) of this title.’’.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 2 of title
18, United States Code, is amended by insert-
ing after the item relating to section 23 the
following new item:
‘‘24. Definition relating to Federal health

care offense defined.’’.
SEC. 15122. HEALTH CARE FRAUD.

(a) IN GENERAL.—Chapter 63 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 1347. Health care fraud

‘‘(a) Whoever, having devised or intending
to devise a scheme or artifice, commits or
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attempts to commit an act in furtherance of
or for the purpose of executing such scheme
or artifice—

‘‘(1) to defraud any health care benefit pro-
gram; or

‘‘(2) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control of, any health
care benefit program,
shall be fined under this title or imprisoned
not more than 10 years, or both. If the viola-
tion results in serious bodily injury (as de-
fined in section 1365 of this title), such per-
son shall be fined under this title or impris-
oned not more than 20 years, or both; and if
the violation results in death, such person
shall be fined under this title, or imprisoned
for any term of years or for life, or both.

‘‘(b) As used in this section, the term
‘health care benefit program’ means any
public or private plan or contract under
which any medical benefit, item, or service
is provided to any individual, and includes
any individual or entity who is providing a
medical benefit, item, or service for which
payment may be made under the plan or con-
tract.’’.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 63 of
title 18, United States Code, is amended by
adding at the end the following:
‘‘1347. Health care fraud.’’
SEC. 15123. THEFT OR EMBEZZLEMENT.

(a) IN GENERAL.—Chapter 31 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 669. Theft or embezzlement in connection

with health care
‘‘(a) Whoever embezzles, steals, or other-

wise without authority willfully and unlaw-
fully converts to the use of any person other
than the rightful owner, or intentionally
misapplies any of the moneys, funds, securi-
ties, premiums, credits, property, or other
assets of a health care benefit program, shall
be fined under this title or imprisoned not
more than 10 years, or both.

‘‘(b) As used in this section, the term
‘health care benefit program’ has the mean-
ing given such term in section 1347(b) of this
title.’’.

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

with health care.’’.
SEC. 15124. FALSE STATEMENTS.

(a) IN GENERAL.—Chapter 47 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 1035. False statements relating to health

care matters
‘‘(a) Whoever, in any matter involving a

health care benefit program, knowingly and
willfully falsifies, conceals, or covers up by
any trick, scheme, or device a material fact,
or makes any false, fictitious, or fraudulent
statements or representations, or makes or
uses any false writing or document knowing
the same to contain any false, fictitious, or
fraudulent statement or entry, shall be fined
under this title or imprisoned not more than
5 years, or both.

‘‘(b) As used in this section, the term
‘health care benefit program’ has the mean-
ing given such term in section 1347(b) of this
title.’’.

‘‘(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 47 of
title 18, United States Code, is amended by
adding at the end the following new item:
‘‘1035. False statements relating to health

care matters.’’.

SEC. 15125. BRIBERY AND GRAFT.
(a) IN GENERAL.—Chapter 11 of title 18,

United States Code, is amended by adding at
the end the following:
‘‘§ 226. Bribery and graft in connection with

health care
‘‘(a) Whoever—
‘‘(1) directly or indirectly, corruptly gives,

offers, or promises anything of value to a
health care official, or offers or promises to
give anything of value to any other person,
or attempts to violate this subsection, with
intent—

‘‘(A) to influence any of the health care of-
ficial’s actions, decisions, or duties relating
to a health care benefit program;

‘‘(B) to influence such an official to com-
mit or aid in the committing, or collude in
or allow, any fraud, or make opportunity for
the commission of any fraud, on a health
care benefit program; or

‘‘(C) to induce such an official to engage in
any conduct in violation of the lawful duty
of such official; or

‘‘(2) being a health care official, directly or
indirectly, corruptly demands, seeks, re-
ceives, accepts, or agrees to accept anything
of value personally or for any other person
or entity, the giving of which violates para-
graph (1) of this subsection, or attempts to
violate this subsection,
shall be fined under this title or imprisoned
not more than 15 years, or both.

‘‘(b) Whoever—
‘‘(1) otherwise than as provided by law for

the proper discharge of any duty, directly or
indirectly gives, offers, or promises anything
of value to a health care official, for or be-
cause of any of the health care official’s ac-
tions, decisions, or duties relating to a
health care benefit program, or attempts to
violate this subsection; or

‘‘(2) being a health care official, otherwise
than as provided by law for the proper dis-
charge of any duty, directly or indirectly,
demands, seeks, receives, accepts or agrees
to accept anything of value personally or for
any other person or entity, the giving of
which violates paragraph (1) of this sub-
section, or attempts to violate this sub-
section.
shall be fined under this title, or imprisoned
not more than 2 years, or both.

‘‘(c) As used in this section—
‘‘(1) the term ‘health care official’’ means—
‘‘(A) an administrator, officer, trustee, fi-

duciary, custodian, counsel, agent, or em-
ployee of any health care benefit program;

‘‘(B) an officer, counsel, agent, or em-
ployee, of an organization that provides serv-
ices under contract to any health care bene-
fit program; or

‘‘(C) an official, employee, or agent of an
entity having regulatory authority over any
health care benefit program; and

‘‘(2) the term ‘health care benefit program’
has the meaning given such term in section
1347(b) of this title.’’.

(b) CLERICAL AMENDMENT.—The table of
chapters at the beginning of chapter 11 of
title 18, United States Code, is amended by
adding at the end the following new item:
‘‘226. Bribery and graft in connection with

health care.’’.

SEC. 15126. ILLEGAL REMUNERATION WITH RE-
SPECT TO HEALTH CARE BENEFIT
PROGRAMS.

(a) IN GENERAL.—Chapter 11 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 227. Illegal remuneration with respect to

health care benefit programs
‘‘(a) Whoever knowingly and willfully so-

licits or receives any remuneration (includ-
ing any kickback, bribe, or rebate) directly
or indirectly, overtly or covertly, in cash or
in kind—

‘‘(1) in return for referring any individual
to a person for the furnishing or arranging
for the furnishing of any item or service for
which payment may be made in whole or in
part by any health care benefit program; or

‘‘(2) in return for purchasing, leasing, or-
dering, or arranging for or recommending
purchasing, leasing, or ordering any good, fa-
cility, service, or item for which payment
may be made in whole or in part by any
health care benefit program, or attempting
to do so,
shall be fined under this title or imprisoned
for not more than 5 years, or both.

‘‘(b) Whoever knowingly and willfully of-
fers or pays any remuneration (including any
kickback, bribe, or rebate) directly or indi-
rectly, overtly, or covertly, in cash or in
kind to any person to induce such person—

‘‘(1) to refer an individual to a person for
the furnishing or arranging for the furnish-
ing of any item or service for which payment
may be made in whole or in part by any
health benefit program; or

‘‘(2) to purchase, lease, order, or arrange
for or recommend purchasing, leasing, or or-
dering any good, facility, service, or item for
which payment may be made in whole or in
part by any health benefit program or at-
tempts to do so,
shall be fined under this title or imprisoned
for not more than 5 years, or both.

‘‘(c) Subsections (a) and (b) shall not apply
to—

‘‘(1) a discount or other reduction in price
obtained by a provider of services or other
entity under a health care benefit program if
the reduction in price is properly disclosed
and appropriately reflected in the costs
claimed or charges made by the provider or
entity under a health care benefit program;

‘‘(2) any amount paid by an employer to an
employee (who has a bona fide employment
relationship with such employer) for employ-
ment in the provision of covered items or
services if the amount of the remuneration
under the arrangement is consistent with
the fair market value of the services and is
not determined in a manner that takes into
account (directly or indirectly) the volume
or value of any referrals;

‘‘(3) any amount paid by a vendor of goods
or services to a person authorized to act as
a purchasing agent for a group of individuals
or entities who are furnishing services reim-
bursed under a health care benefit program
if—

‘‘(A) the person has a written contract,
with each such individual or entity, which
specifies the amount to be paid the person,
which amount may be a fixed amount or a
percentage of the value of the purchases
made by each such individual or entity under
the contract, and

‘‘(B) in the case of an entity that is a pro-
vider of services (as defined in section 1861(u)
of the Social Security Act, the person dis-
closes (in such form and manner as the Sec-
retary of Health and Human Services re-
quires) to the entity and, upon request, to
the Secretary the amount received from
each such vendor with respect to purchases
made by or on behalf of the entity;

‘‘(4) a waiver of any coinsurance under part
B of title XVIII of the Social Security Act by
a federally qualified health care center with
respect to an individual who qualifies for
subsidized services under a provision of the
Public Health Service Act; and

‘‘(5) any payment practice specified by the
Secretary of Health and Human Services in
regulations promulgated pursuant to section
14(a) of the Medicare and Medicaid Patient
and Program Protection Act of 1987.

‘‘(d) Any person injured in his business or
property by reason of a violation of this sec-
tion or section 226 of this title may sue there
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for in any appropriate United States district
court and shall recover threefold the dam-
ages such person sustains and the cost of the
suit, including a reasonable attorney’s fee.

‘‘(e) As used in this section, ‘health care
benefit program’ has the meaning given such
term in section 1347(b) of this title.’’.

‘‘(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 11 of
title 18, United States Code, is amended by
adding at the end the following:
‘‘227. Illegal remuneration with respect to

health care benefit programs.’’.
(c) CONFORMING AMENDMENT.—Section

1128B of the Social Security Act (42 U.S.C.
1320a—7b) is amended by striking subsection
(b).
SEC. 15127. OBSTRUCTION OF CRIMINAL INVES-

TIGATIONS OF HEALTH CARE OF-
FENSES.

‘‘(a) IN GENERAL.—Chapter 73 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 1518. Obstruction of criminal investiga-

tions of health care offenses
‘‘(a) Whoever willfully prevents, obstructs,

misleads, delays or attempts to prevent, ob-
struct, mislead, or delay the communication
of information or records relating to a viola-
tion of a health care offense to a criminal in-
vestigator shall be fined under this title or
imprisoned not more than 5 years, or both.

‘‘(b) As used in this section the term
‘health care offense’ has the meaning given
such term in section 24 of this title.

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

‘‘(b) ‘‘CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 73 of
title 18, United States Code, is amended by
adding at the end the following new item:
‘‘1518. Obstruction of criminal investigations

of health care offenses.’’.

SEC. 15128. CIVIL PENALTIES FOR VIOLATIONS
OF FEDERAL HEALTH CARE OF-
FENSES.

(a) IN GENERAL.—Chapter 63 of title 18,
United States Code, is amended by adding at
the end the following:
‘‘§ 1348. Civil penalties for violations of Fed-

eral health care offenses
‘‘The Attorney General may bring a civil

action in the appropriate United States dis-
trict court against any person who engages
in conduct constituting a violation of Fed-
eral health care offense, as that term is de-
fined in section 24 of this title and, upon
proof of such conduct by a preponderance of
the evidence, such person shall be subject to
a civil penalty of not more than $50,000 for
each violation or the amount of compensa-
tion or proceeds which the person received or
offered for the prohibited conduct, whichever
amount is greater. The imposition of a civil
penalty under this section does not preclude
any other criminal or civil statutory, com-
mon law, or administrative remedy, which is
available by law to the United States or any
other person.’’.

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 63 of title 18, United
States Code, is amended by adding at the end
the following item:
‘‘1348. Civil penalties for violations of Fed-

eral health care offenses.’’.

SEC. 15129. INJUNCTIVE RELIEF RELATING TO
HEALTH CARE OFFENSES.

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

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

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

(3) by adding at the end the following:
‘‘(C) committing or about to commit a

Federal health care offense (as defined in
section 24 of this title).’’.
SEC. 15130. AUTHORIZED INVESTIGATIVE DE-

MAND PROCEDURES.
(a) IN GENERAL.—Chapter 233 of title 18,

United States Code, is amended by adding
after section 3485 the following:
‘‘§ 3486. Authorized investigative demand pro-

cedures
‘‘(a) AUTHORIZATION.—(1) In any investiga-

tion relating to functions set forth in para-
graph (2), the Attorney General or the Direc-
tor of the Federal Bureau of Investigation or
their designees may issue in writing and
cause to be served a summons compelling the
attendance and testimony of witnesses and
requiring the production of any records (in-
cluding any books, papers, documents, elec-
tronic media, or other objects or tangible
things), which may be relevant to an author-
ized law enforcement inquiry, that a person
or legal entity may possess or have care, cus-
tody, or control. The attendance of witnesses
and the production of records may be re-
quired from any place in any State or in any
territory or other place subject to the juris-
diction of the United States at any des-
ignated place of hearing; except that a wit-
ness shall not be required to appear at any
hearing more than 500 miles distant from the
place where he was served with a subpoena.
Witnesses summoned under this section shall
be paid the same fees and mileage that are
paid witnesses in the courts of the United
States. A summons requiring the production
of records shall describe the objects required
to be produced and prescribe a return date
within a reasonable period of time within
which the objects can be assembled and made
available.

‘‘(2) Investigative demands utilizing an ad-
ministrative summons are authorized for:

‘‘(A) Any investigation with respect to any
act or activity constituting an offense in-
volving a Federal health care offense as that
term is defined in section 24 of title 18, Unit-
ed States Code.

‘‘(B) Any investigation, with respect to
violations of sections 1073 and 1074 of title 18,
United States Code, or in which an individ-
ual has been lawfully charged with a Federal
offense and such individual is avoiding pros-
ecution or custody or confinement after con-
viction of such offense or attempt.

‘‘(b) SERVICE.—A subpoena issued under
this section may be served by any person
designated in the subpoena to serve it. Serv-
ice upon a natural person may be made by
personal delivery of the subpoena to him.
Service may be made upon a domestic or for-
eign corporation or upon a partnership or
other unincorporated association which is
subject to suit under a common name, by de-
livering the subpoena to an officer, to a man-
aging or general agent, or to any other agent
authorized by appointment or by law to re-
ceive service to process. The affidavit of the
person serving the subpoena entered on a
true copy thereof by the person serving it
shall be proof of service.

‘‘(c) ENFORCEMENT.—In the case of contu-
macy by or refusal to obey a subpoena issued
to any person, the Attorney General may in-
voke the aid of any court of the United
States within the jurisdiction of which the
investigation is carried on or of which the
subpoenaed person is an inhabitant, or in
which he carries on business or may be
found, to compel compliance with the sub-
poena. The court may issue an order requir-
ing the subpoenaed person to appear before
the Attorney General to produce records, if
so ordered, or to give testimony touching the

matter under investigation. Any failure to
obey the order of the court may be punished
by the court as a contempt thereof. All proc-
ess in any such case may be served in any ju-
dicial district in which such person may be
found.

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

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 223 of
title 18, United States Code, is amended by
inserting after the item relating to section
3485 the following new item:
‘‘3486. Authorized investigative demand pro-

cedures.’’.
(c) CONFORMING AMENDMENT.—Section

1510(b)(3)(B) of title 18, United States Code, is
amended by inserting ‘‘or a Federal Bureau
of Investigation summons (issued under sec-
tion 3486 of title 18),’’ after ‘‘subpoena’’.
SEC. 15131. GRAND JURY DISCLOSURE.

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

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

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

‘‘(c) A person who is privy to grand jury in-
formation concerning a health care offense—

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

‘‘(2) disclosed under rule 6(e)(3)(A)(ii) of the
Federal Rules of Criminal Procedure;
may disclose that information to an attor-
ney for the Government to use in any civil
investigation or proceeding related to a Fed-
eral health care offense (as defined in section
24 of this title).’’.
SEC. 15132. MISCELLANEOUS AMENDMENTS TO

TITLE 18, UNITED STATES CODE.
(a) LAUNDERING OF MONETARY INSTRU-

MENTS.—Section 1956(c)(7) of title 18, United
States Code, is amended by adding at the end
thereof the following:

‘‘(F) Any act or activity constituting an
offense involving a Federal health care of-
fense as that term is defined in section 24 of
title 18, United States Code.’’.

(b) ENHANCED PENALTIES.—Section 2326(2)
of title 18, United States Code, is amended by
striking ‘‘sections that—’’ and inserting ‘‘or
in the case of a Federal health care offense
as that term is defined in section 24 of this
title, that—’’.

(c) AUTHORIZATION FOR INTERCEPTION OF
WIRE, ORAL, OR ELECTRONIC COMMUNICA-
TIONS.—Section 2516(1)(c) of title 18, United
States Code is amended—

(1) by inserting ‘‘section 226 (bribery and
graft in connection with health care), sec-
tion 227 (illegal remunerations)’’ after ‘‘sec-
tion 224 (bribery in sporting contests),’’; and

(2) by inserting ‘‘section 1347 (health care
fraud)’’ after ‘‘section 1344 (relating to bank
fraud),’’.

(d) DEFINITIONS.—Section 1961(1) of title 18,
United States Code, is amended—

(1) by inserting ‘‘sections 226 and 227 (relat-
ing to bribery and graft, and illegal remu-
neration in connection with health care)’’
after ‘‘section 224 (relating to sports brib-
ery),’’;

(2) by inserting ‘‘section 669 (relating to
theft or embezzlement in connection with
health care)’’ after ‘‘section 664 (relating to
embezzlement from pension and welfare
funds),’’; and

(3) by inserting ‘‘section 1347 (relating to
health care fraud)’’ after ‘‘section 1344 (relat-
ing to financial institution fraud),’’.



CONGRESSIONAL RECORD — HOUSEH 10412 October 19, 1995
(e) CRIMINAL FORFEITURE.—Section 982(a)

of title 18, United States Code, is amended by
adding at the end the following new para-
graph:

‘‘(6) The court in imposing sentence on a
person convicted of a Federal health care of-
fense as defined in section 24 of this title,
shall order that the offender forfeit to the
United States any real or personal property
constituting or derived from proceeds that
the offender obtained directly or indirectly
as the result of the offense.’’.

(f) REWARDS FOR INFORMATION LEADING TO
PROSECUTION AND CONVICTION.—Section
3059(c)(1) of title 18, United States Code, is
amended by inserting ‘‘or furnishes informa-
tion unknown to the Government relating to
a possible prosecution of a Federal health
care offense as defined in section 24 of this
title, which results in a conviction’’ before
the period at the end.

Subtitle C—Regulatory Relief
PART 1—PHYSICIAN OWNERSHIP

REFERRAL REFORM

SEC. 15201. REPEAL OF PROHIBITIONS BASED ON
COMPENSATION ARRANGEMENTS.

(a) IN GENERAL.—Section 1877(a)(2) (42
U.S.C. 1395nn(a)(2)) is amended by striking
‘‘is—’’ and all that follows through ‘‘equity,’’
and inserting the following: ‘‘is (except as
provided in subsection (c)) an ownership or
investment interest in the entity through
equity,’’.

(b) CONFORMING AMENDMENTS.—Section
1877 (42 U.S.C. 1395nn) is amended as follows:

(1) In subsection (b)—
(A) in the heading, by striking ‘‘TO BOTH

OWNERSHIP AND COMPENSATION ARRANGEMENT
PROHIBITIONS’’ and inserting ‘‘WHERE FINAN-
CIAL RELATIONSHIP EXISTS’’; and

(B) by redesignating paragraph (4) as para-
graph (7).

(2) In subsection (c)—
(A) by amending the heading to read as fol-

lows: ‘‘EXCEPTION FOR OWNERSHIP OR INVEST-
MENT INTEREST IN PUBLICLY TRADED SECURI-
TIES AND MUTUAL FUNDS’’; and

(B) in the matter preceding paragraph (1),
by striking ‘‘subsection (a)(2)(A)’’ and insert-
ing ‘‘subsection (a)(2)’’.

(3) In subsection (d)—
(A) by striking the matter preceding para-

graph (1);
(B) in paragraph (3), by striking ‘‘para-

graph (1)’’ and inserting ‘‘paragraph (4)’’; and
(C) by redesignating paragraphs (1), (2), and

(3) as paragraphs (4), (5), and (6), and by
transferring and inserting such paragraphs
after paragraph (3) of subsection (b).

(4) By striking subsection (e).
(5) In subsection (f)(2)—
(A) in the matter preceding paragraph (1),

by striking ‘‘ownership, investment, and
compensation’’ and inserting ‘‘ownership and
investment’’;

(B) in paragraph (2), by striking ‘‘sub-
section (a)(2)(A)’’ and all that follows
through ‘‘subsection (a)(2)(B)),’’ and insert-
ing ‘‘subsection (a)(2),’’; and

(C) in paragraph (2), by striking ‘‘or who
have such a compensation relationship with
the entity’’.

(6) In subsection (h)—
(A) by striking paragraphs (1), (2), and (3);
(B) in paragraph (4)(A), by striking clauses

(iv) and (vi);
(C) in paragraph (4)(B), by striking

‘‘RULES.—’’ and all that follows through ‘‘(ii)
FACULTY’’ and inserting ‘‘RULES FOR FAC-
ULTY’’; and

(D) by adding at the end of paragraph (4)
the following new subparagraph:

‘‘(C) MEMBER OF A GROUP.—A physician is a
‘member’ of a group if the physician is an
owner or a bona fide employee, or both, of
the group.’’.

SEC. 15202. REVISION OF DESIGNATED HEALTH
SERVICES SUBJECT TO PROHIBI-
TION.

(a) IN GENERAL.—Section 1877(h)(6) (42
U.S.C. 1395nn(h)(6)) is amended by striking
subparagraphs (B) through (K) and inserting
the following:

‘‘(B) Parenteral and enteral nutrients,
equipment, and supplies.

‘‘(C) Magnetic resonance imaging and com-
puterized tomography services.

‘‘(D) Outpatient physical or occupational
therapy services.’’.

(b) CONFORMING AMENDMENTS.—
(1) Section 1877(b)(2) (42 U.S.C. 1395nn(b)(2))

is amended in the matter preceding subpara-
graph (A) by striking ‘‘services’’ and all that
follows through ‘‘supplies)—’’ and inserting
‘‘services—’’.

(2) Section 1877(h)(5)(C) (42 U.S.C.
1395nn(h)(5)(C)) is amended—

(A) by striking ‘‘, a request by a radiolo-
gist for diagnostic radiology services, and a
request by a radiation oncologist for radi-
ation therapy,’’ and inserting ‘‘and a request
by a radiologist for magnetic resonance im-
aging or for computerized tomography’’, and

(B) by striking ‘‘radiologist, or radiation
oncologist’’ and inserting ‘‘or radiologist’’.
SEC. 15203. DELAY IN IMPLEMENTATION UNTIL

PROMULGATION OF REGULATIONS.
(a) IN GENERAL.—Section 13562(b) of OBRA–

1993 (42 U.S.C. 1395nn note) is amended—
(1) in paragraph (1), by striking ‘‘paragraph

(2)’’ and inserting ‘‘paragraphs (2) and (3)’’;
and

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

‘‘(3) PROMULGATION OF REGULATIONS.—Not-
withstanding paragraphs (1) and (2), the
amendments made by this section shall not
apply to any referrals made before the effec-
tive date of final regulations promulgated by
the Secretary of Health and Human Services
to carry out such amendments.’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall take effect as if
included in the enactment of OBRA–1993.
SEC. 15204. EXCEPTIONS TO PROHIBITION.

(a) REVISIONS TO EXCEPTION FOR IN-OFFICE
ANCILLARY SERVICES.—

(1) REPEAL OF SITE-OF-SERVICE REQUIRE-
MENT.—Section 1877 (42 U.S.C. 1395nn) is
amended—

(A) by amending subparagraph (A) of sub-
section (b)(2) to read as follows:

‘‘(A) that are furnished personally by the
referring physician, personally by a physi-
cian who is a member of the same group
practice as the referring physician, or per-
sonally by individuals who are under the
general supervision of the physician or of an-
other physician in the group practice, and’’,
and

(B) by adding at the end of subsection (h)
the following new paragraph:

‘‘(7) GENERAL SUPERVISION.—An individual
is considered to be under the ‘general super-
vision’ of a physician if the physician (or
group practice of which the physician is a
member) is legally responsible for the serv-
ices performed by the individual and for en-
suring that the individual meets licensure
and certification requirements, if any, appli-
cable under other provisions of law, regard-
less of whether or not the physician is phys-
ically present when the individual furnishes
an item or service.’’.

(2) CLARIFICATION OF TREATMENT OF PHYSI-
CIAN OWNERS OF GROUP PRACTICE.—Section
1877(b)(2)(B) (42 U.S.C. 1395nn(b)(2)(B)) is
amended by striking ‘‘physician or such
group practice’’ and inserting ‘‘physician,
such group practice, or the physician owners
of such group practice’’.

(3) CONFORMING AMENDMENT.—Section
1877(b)(2) (42 U.S.C. 1395nn(b)(2)) is amended
by amending the heading to read as follows:

‘‘ANCILLARY SERVICES FURNISHED PERSONALLY
OR THROUGH GROUP PRACTICE.—’’.

(b) CLARIFICATION OF EXCEPTION FOR SERV-
ICES FURNISHED IN A RURAL AREA.—Para-
graph (5) of section 1877(b) (42 U.S.C.
1395nn(b)), as transferred by section
15201(b)(3)(C), is amended by striking ‘‘sub-
stantially all’’ and inserting ‘‘not less than
75 percent’’.

(c) REVISION OF EXCEPTION FOR CERTAIN
MANAGED CARE ARRANGEMENTS.—Section
1877(b)(3) (42 U.S.C. 1395nn(b)(3)) is amended—

(1) in the heading by inserting ‘‘MANAGED
CARE ARRANGEMENTS’’ after ‘‘PREPAID
PLANS’’;

(2) in the matter preceding subparagraph
(A), by striking ‘‘organization—’’ and insert-
ing ‘‘organization, directly or through con-
tractual arrangements with other entities,
to individuals enrolled with the organiza-
tion—’’;

(3) in subparagraph (A), by inserting ‘‘or
part C’’ after ‘‘section 1876’’;

(4) by striking ‘‘or’’ at the end of subpara-
graph (C);

(5) by striking the period at the end of sub-
paragraph (D) and inserting a comma; and

(6) by adding at the end the following new
subparagraphs:

‘‘(E) with a contract with a State to pro-
vide services under the State plan under title
XIX (in accordance with section 1903(m)) or a
State MediGrant plan under title XXI; or

‘‘(F) which is a MedicarePlus organization
under part C or which provides or arranges
for the provision of health care items or
services pursuant to a written agreement be-
tween the organization and an individual or
entity if the written agreement places the
individual or entity at substantial financial
risk for the cost or utilization of the items
or services which the individual or entity is
obligated to provide, whether through a
withhold, capitation, incentive pool, per
diem payment, or any other similar risk ar-
rangement which places the individual or en-
tity at substantial financial risk.’’.

(d) NEW EXCEPTION FOR SHARED FACILITY
SERVICES.—

(1) IN GENERAL.—Section 1877(b) (42 U.S.C.
1395nn(b)), as amended by section
15201(b)(3)(C), is amended—

(A) by redesignating paragraphs (4)
through (7) as paragraphs (5) through (8); and

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

‘‘(4) SHARED FACILITY SERVICES.—In the
case of a designated health service consist-
ing of a shared facility service of a shared fa-
cility—

‘‘(A) that is furnished—
‘‘(i) personally by the referring physician

who is a shared facility physician or person-
ally by an individual directly employed or
under the general supervision of such a phy-
sician,

‘‘(ii) by a shared facility in a building in
which the referring physician furnishes sub-
stantially all of the services of the physician
that are unrelated to the furnishing of
shared facility services, and

‘‘(iii) to a patient of a shared facility phy-
sician; and

‘‘(B) that is billed by the referring physi-
cian or a group practice of which the physi-
cian is a member.’’.

(2) DEFINITIONS.—Section 1877(h) (42 U.S.C.
1395nn(h)), as amended by section 15201(b)(6),
is amended by inserting before paragraph (4)
the following new paragraph:

‘‘(1) SHARED FACILITY RELATED DEFINI-
TIONS.—

‘‘(A) SHARED FACILITY SERVICE.—The term
‘shared facility service’ means, with respect
to a shared facility, a designated health serv-
ice furnished by the facility to patients of
shared facility physicians.
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‘‘(B) SHARED FACILITY.—The term ‘shared

facility’ means an entity that furnishes
shared facility services under a shared facil-
ity arrangement.

‘‘(C) SHARED FACILITY PHYSICIAN.—The
term ‘shared facility physician’ means, with
respect to a shared facility, a physician (or a
group practice of which the physician is a
member) who has a financial relationship
under a shared facility arrangement with the
facility.

‘‘(D) SHARED FACILITY ARRANGEMENT.—The
term ‘shared facility arrangement’ means,
with respect to the provision of shared facil-
ity services in a building, a financial ar-
rangement—

‘‘(i) which is only between physicians who
are providing services (unrelated to shared
facility services) in the same building,

‘‘(ii) in which the overhead expenses of the
facility are shared, in accordance with meth-
ods previously determined by the physicians
in the arrangement, among the physicians in
the arrangement, and

‘‘(iii) which, in the case of a corporation, is
wholly owned and controlled by shared facil-
ity physicians.’’.

(e) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN COMMUNITIES WITH NO ALTER-
NATIVE PROVIDERS.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C) and subsection (d)(1), is amend-
ed—

(1) by redesignating paragraphs (5) through
(8) as paragraphs (6) through (9); and

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

‘‘(5) NO ALTERNATIVE PROVIDERS IN AREA.—
In the case of a designated health service
furnished in any area with respect to which
the Secretary determines that individuals
residing in the area do not have reasonable
access to such a designated health service for
which subsection (a)(1) does not apply.’’.

(f) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN AMBULATORY SURGICAL CENTERS.—
Section 1877(b) (42 U.S.C. 1395nn(b)), as
amended by section 15201(b)(3)(C), subsection
(d)(1), and subsection (e)(1), is amended—

(1) by redesignating paragraphs (6) through
(9) as paragraphs (7) through (10); and

(2) by inserting after paragraph (5) the fol-
lowing new paragraph:

‘‘(6) SERVICES FURNISHED IN AMBULATORY
SURGICAL CENTERS.—In the case of a des-
ignated health service furnished in an ambu-
latory surgical center described in section
1832(a)(2)(F)(i).’’.

(g) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN RENAL DIALYSIS FACILITIES.—Sec-
tion 1877(b) (42 U.S.C. 1395nn(b)), as amended
by section 15201(b)(3)(C), subsection (d)(1),
subsection (e)(1), and subsection (f), is
amended—

(1) by redesignating paragraphs (7) through
(10) as paragraphs (8) through (11); and

(2) by inserting after paragraph (6) the fol-
lowing new paragraph:

‘‘(7) SERVICES FURNISHED IN RENAL DIALYSIS
FACILITIES.—In the case of a designated
health service furnished in a renal dialysis
facility under section 1881.’’.

(h) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN A HOSPICE.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C), subsection (d)(1), subsection
(e)(1), subsection (f), and subsection (g), is
amended—

(1) by redesignating paragraphs (8) through
(11) as paragraphs (9) through (12); and

(2) by inserting after paragraph (7) the fol-
lowing new paragraph:

‘‘(8) SERVICES FURNISHED BY A HOSPICE PRO-
GRAM.—In the case of a designated health
service furnished by a hospice program under
section 1861(dd)(2).’’.

(i) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN A COMPREHENSIVE OUTPATIENT RE-

HABILITATION FACILITY.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C), subsection (d)(1), subsection
(e)(1), subsection (f), subsection (g), and sub-
section (h), is amended—

(1) by redesignating paragraphs (9) through
(12) as paragraphs (10) through (13); and

(2) by inserting after paragraph (8) the fol-
lowing new paragraph:

‘‘(9) SERVICES FURNISHED IN A COMPREHEN-
SIVE OUTPATIENT REHABILITATION FACILITY.—
In the case of a designated health service
furnished in a comprehensive outpatient re-
habilitation facility (as defined in section
1861(cc)(2)).’’.

(i) DEFINITION OF REFERRAL.—Section
1877(h)(5)(A) (42 U.S.C. 1395nn(h)(5)(A)) is
amended—

(1) by striking ‘‘an item or service’’ and in-
serting ‘‘a designated health service’’, and

(2) by striking ‘‘the item or service’’ and
inserting ‘‘the designated health service’’.
SEC. 15205. REPEAL OF REPORTING REQUIRE-

MENTS.
Section 1877 (42 U.S.C. 1395nn) is amended—
(1) by striking subsection (f); and
(2) by striking subsection (g)(5).

SEC. 15206. PREEMPTION OF STATE LAW.
Section 1877 (42 U.S.C. 1395nn) is amended

by adding at the end the following new sub-
section:

‘‘(i) PREEMPTION OF STATE LAW.—This sec-
tion preempts State law to the extent State
law is inconsistent with this section.’’.
SEC. 15207. EFFECTIVE DATE.

Except as provided in section 15203(b), the
amendments made by this part shall apply to
referrals made on or after August 14, 1995, re-
gardless of whether or not regulations are
promulgated to carry out such amendments.
PART 2—OTHER MEDICARE REGULATORY

RELIEF
SEC. 15211. REPEAL OF MEDICARE AND MEDIC-

AID COVERAGE DATA BANK.
(a) IN GENERAL.—Section 1144 (42 U.S.C.

1320b–14) is repealed.
(b) CONFORMING AMENDMENTS.—
(1) MEDICARE.—Section 1862(b)(5) (42 U.S.C.

1395y(b)(5)) is amended—
(A) in subparagraph (B), by striking

‘‘under—’’ and all that follows through the
end and inserting ‘‘subparagraph (A) for pur-
poses of carrying out this subsection.’’, and

(B) in subparagraph (C)(i), by striking
‘‘subparagraph (B)(i)’’ and inserting ‘‘sub-
paragraph (B)’’.

(2) MEDICAID.—Section 1902(a)(25)(A)(i) (42
U.S.C. 1396a(a)(25)(A)(i)) is amended by strik-
ing ‘‘including the use of’’ and all that fol-
lows through ‘‘any additional measures’’.

(3) ERISA.—Section 101(f) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1021(f)) is repealed.

(4) DATA MATCHES.—Section 552a(a)(8)(B) of
title 5, United States Code, is amended—

(A) by adding ‘‘; or’’ at the end of clause
(v),

(B) by striking ‘‘or’’ at the end of clause
(vi), and

(C) by striking clause (vii).
SEC. 15212. CLARIFICATION OF LEVEL OF INTENT

REQUIRED FOR IMPOSITION OF
SANCTIONS.

(a) CLARIFICATION OF LEVEL OF KNOWLEDGE
REQUIRED FOR IMPOSITION OF CIVIL MONETARY
PENALTIES.—

(1) IN GENERAL.—Section 1128A(a) (42 U.S.C.
1320a–7a(a)) is amended—

(A) in paragraphs (1) and (2), by inserting
‘‘knowingly’’ before ‘‘presents’’ each place it
appears; and

(B) in paragraph (3), by striking ‘‘gives’’
and inserting ‘‘knowingly gives or causes to
be given’’.

(2) DEFINITION OF STANDARD.—Section
1128A(i) (42 U.S.C. 1320a–7a(i)) is amended by
adding at the end the following new para-
graph:

‘‘(6) The term ‘should know’ means that a
person, with respect to information—

‘‘(A) acts in deliberate ignorance of the
truth or falsity of the information; or

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

(b) CLARIFICATION OF EFFECT AND APPLICA-
TION OF SAFE HARBOR EXCEPTIONS.—For pur-
poses of section 1128B(b)(3) of the Social Se-
curity Act, the specification of any payment
practice in regulations promulgated pursu-
ant to section 14(a) of the Medicare and Med-
icaid Program and Patient Protection Act of
1987 is—

(1) solely for the purpose of adding addi-
tional exceptions to the types of conduct
which are not subject to an anti-kickback
penalty under such section and not for the
purpose of limiting the scope of such excep-
tions; and

(2) for the purpose of prescribing criteria
for qualifying for such an exception notwith-
standing the intent of the party involved.

(c) LIMITING IMPOSITION OF ANTI-KICKBACK
PENALTIES TO ACTIONS WITH SIGNIFICANT
PURPOSE TO INDUCE REFERRALS.—Section
1128B(b)(2) (42 U.S.C. 1320a–7b(b)(2)) is amend-
ed in the matter preceding subparagraph (A)
by striking ‘‘to induce’’ and inserting ‘‘for
the significant purpose of inducing’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to acts or
omissions occurring on or after January 1,
1996.
SEC. 15213. ADDITIONAL EXCEPTION TO ANTI-

KICKBACK PENALTIES FOR MAN-
AGED CARE ARRANGEMENTS.

(a) IN GENERAL.—Section 1128B(b)(3) (42
U.S.C. 1320a–7b(b)(3)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (D);

(2) by striking the period at the end of sub-
paragraph (E) and inserting ‘‘; and’’; and

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

‘‘(F) any remuneration between an organi-
zation and an individual or entity providing
services pursuant to a written agreement be-
tween the organization and the individual or
entity if the organization is a MedicarePlus
organization under part C of title XVIII or if
the written agreement places the individual
or entity at substantial financial risk for the
cost or utilization of the items or services
which the individual or entity is obligated to
provide, whether through a withhold, capita-
tion, incentive pool, per diem payment, or
any other similar risk arrangement which
places the individual or entity at substantial
financial risk.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to acts or
omissions occurring on or after January 1,
1996.
SEC. 15214. SOLICITATION AND PUBLICATION OF

MODIFICATIONS TO EXISTING SAFE
HARBORS AND NEW SAFE HARBORS.

(a) IN GENERAL.—
(1) SOLICITATIONS.—Not later than January

1, 1996, and not less than annually thereafter,
the Secretary of Health and Human Services
shall publish a notice in the Federal Register
soliciting proposals, which will be accepted
during a 60-day period, for—

(A) modifications to existing safe harbors
issued pursuant to section 14(a) of the Medi-
care and Medicaid Patient and Program Pro-
tection Act of 1987;

(B) additional safe harbors specifying pay-
ment practices that shall not be treated as a
criminal offense under section 1128B(b) of the
Social Security Act and shall not serve as
the basis for an exclusion under section
1128(b)(7) of such Act; and

(C) special fraud alerts to be issued pursu-
ant to section 15101(c).
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(2) PUBLICATION OF PROPOSED MODIFICA-

TIONS AND PROPOSED ADDITIONAL SAFE HAR-
BORS.—Not later than 120 days after receiv-
ing the proposals described in subparagraphs
(A) and (B) of paragraph (1), the Secretary,
after considering such proposals in consulta-
tion with the Attorney General, shall pub-
lish in the Federal Register proposed modi-
fications to existing safe harbors and pro-
posed additional safe harbors, if appropriate,
with a 60-day comment period. After consid-
ering any public comments received during
this period, the Secretary shall issue final
rules modifying the existing safe harbors and
establishing new safe harbors, as appro-
priate.

(3) REPORT.—The Inspector General shall,
in an annual report to Congress or as part of
the year-end semiannual report required by
section 5 of the Inspector General Act of
1978, describe the proposals received under
subparagraphs (A) and (B) of paragraph (1)
and explain which proposals were included in
the publication described in paragraph (2),
which proposals were not included in that
publication, and the reasons for the rejection
of the proposals that were not included.

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

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

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

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

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

(5) An increase or decrease in the cost to
health care programs of the Federal Govern-
ment.

(6) An increase or decrease in the potential
overutilization of health care services.

(7) Any other factors the Secretary deems
appropriate in the interest of preventing
fraud and abuse in health care programs of
the Federal Government.
SEC. 15215. ISSUANCE OF ADVISORY OPINIONS

UNDER TITLE XI.
(a) IN GENERAL.—Title XI (42 U.S.C. 1301 et

seq.), as amended by section 15104(a), is
amended by inserting after section 1129 the
following new section:

‘‘ADVISORY OPINIONS

‘‘SEC. 1130. (a) ISSUANCE OF ADVISORY OPIN-
IONS.—The Secretary shall issue written ad-
visory opinions as provided in this section.

‘‘(b) MATTERS SUBJECT TO ADVISORY OPIN-
IONS.—The Secretary shall issue advisory
opinions as to the following matters:

‘‘(1) What constitutes prohibited remunera-
tion within the meaning of section 1128B(b).

‘‘(2) Whether an arrangement or proposed
arrangement satisfies the criteria set forth
in section 1128B(b)(3) for activities which do
not result in prohibited remuneration.

‘‘(3) Whether an arrangement or proposed
arrangement satisfies the criteria which the
Secretary has established, or shall establish
by regulation for activities which do not re-
sult in prohibited remuneration.

‘‘(4) What constitutes an inducement to re-
duce or limit services to individuals entitled
to benefits under title XVIII or title XIX or
title XXI within the meaning of section
1128B(b).

‘‘(5) Whether any activity or proposed ac-
tivity constitutes grounds for the imposition
of a sanction under section 1128, 1128A, or
1128B.

‘‘(c) MATTERS NOT SUBJECT TO ADVISORY
OPINIONS.—Such advisory opinions shall not
address the following matters:

‘‘(1) Whether the fair market value shall
be, or was paid or received for any goods,
services or property.

‘‘(2) Whether an individual is a bona fide
employee within the requirements of section
3121(d)(2) of the Internal Revenue Code of
1986.

‘‘(d) EFFECT OF ADVISORY OPINIONS.—
‘‘(1) BINDING AS TO SECRETARY AND PARTIES

INVOLVED.—Each advisory opinion issued by
the Secretary shall be binding as to the Sec-
retary and the party or parties requesting
the opinion.

‘‘(2) FAILURE TO SEEK OPINION.—The failure
of a party to seek an advisory opinion may
not be introduced into evidence to prove that
the party intended to violate the provisions
of sections 1128, 1128A, or 1128B.

‘‘(e) REGULATIONS.—
‘‘(1) IN GENERAL.—Not later than 180 days

after the date of the enactment of this sec-
tion, the Secretary shall issue regulations to
carry out this section. Such regulations
shall provide for—

‘‘(A) the procedure to be followed by a
party applying for an advisory opinion;

‘‘(B) the procedure to be followed by the
Secretary in responding to a request for an
advisory opinion;

‘‘(C) the interval in which the Secretary
shall respond;

‘‘(D) the reasonable fee to be charged to
the party requesting an advisory opinion;
and

‘‘(E) the manner in which advisory opin-
ions will be made available to the public.

‘‘(2) SPECIFIC CONTENTS.—Under the regula-
tions promulgated pursuant to paragraph
(1)—

‘‘(A) the Secretary shall be required to re-
spond to a party requesting an advisory
opinion by not later than 30 days after the
request is received; and

‘‘(B) the fee charged to the party request-
ing an advisory opinion shall be equal to the
costs incurred by the Secretary in respond-
ing to the request.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to re-
quests for advisory opinions made on or after
January 1, 1996.
SEC. 15216. PRIOR NOTICE OF CHANGES IN BILL-

ING AND CLAIMS PROCESSING RE-
QUIREMENTS FOR PHYSICIANS’
SERVICES.

Except as may be specifically provided by
Congress, the Secretary of Health and
Human Services may not implement any
change in the requirements imposed on the
billing and processing of claims for payment
for physicians’ services under part B of the
medicare program unless the Secretary noti-
fies the individuals furnishing such services
of the change not later than 120 days before
the effective date of the change.

PART 3—PROMOTING PHYSICIAN SELF-
POLICING

SEC. 15221. EXEMPTION FROM ANTITRUST LAWS
FOR CERTAIN ACTIVITIES OF MEDI-
CAL SELF-REGULATORY ENTITIES.

(a) EXEMPTION DESCRIBED.—An activity re-
lating to the provision of health care serv-
ices shall be exempt from the antitrust laws,
and any State law similar to the antitrust
laws, if the activity is within the safe harbor
described in subsection (b).

(b) SAFE HARBOR FOR ACTIVITIES OF MEDI-
CAL SELF-REGULATORY ENTITIES.—

(1) IN GENERAL.—The safe harbor referred
to in subsection (a) is, subject to paragraph
(2), any activity of a medical self-regulatory
entity relating to standard setting or stand-
ard enforcement activities that are designed
to promote the quality of health care serv-
ices provided to patients.

(2) EXCEPTION.—No activity of a medical
self-regulatory entity may be deemed to fall

under the safe harbor established under para-
graph (1) if the activity—

(A) is conducted for purposes of financial
gain, or

(B) interferes with the provision of health
care services by any health care provider
who is not a member of the specific profes-
sion which is subject to the authority of the
medical self-regulatory entity.

(c) DEFINITIONS.—For purposes of this sec-
tion:

(1) ANTITRUST LAWS.—The term ‘‘antitrust
laws’’ has the meaning given it in subsection
(a) of the first section of the Clayton Act (15
U.S.C. 12(a)), except that such term includes
section 5 of the Federal Trade Commission
Act (15 U.S.C. 45) to the extent such section
applies to unfair methods of competition.

(2) HEALTH BENEFIT PLAN.—The term
‘‘health benefit plan’’ means—

(A) a hospital or medical expense incurred
policy or certificate,

(B) a hospital or medical service plan con-
tract,

(C) a health maintenance subscriber con-
tract,

(D) a multiple employer welfare arrange-
ment or employee benefit plan (as defined
under the Employee Retirement Income Se-
curity Act of 1974), or

(E) a MedicarePlus product (offered under
part C of title XVIII of the Social Security
Act),

that provides benefits with respect to health
care services.

(3) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a health
benefit plan including services related to the
delivery or administration of such service.

(4) MEDICAL SELF-REGULATORY ENTITY.—
The term ‘‘medical self-regulatory entity’’
means a medical society or association, a
specialty board, a recognized accrediting
agency, or a hospital medical staff, and in-
cludes the members, officers, employees,
consultants, and volunteers or committees of
such an entity.

(5) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any individual
or entity that is engaged in the delivery of
health care services in a State and that is re-
quired by State law or regulation to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(6) STANDARD SETTING OR STANDARD EN-
FORCEMENT ACTIVITIES.—The term ‘‘standard
setting or standard enforcement activities’’
means—

(A) accreditation of health care practition-
ers, health care providers, medical education
institutions, or medical education programs,

(B) technology assessment and risk man-
agement activities,

(C) the development and implementation
of practice guidelines or practice param-
eters, or

(D) official peer review proceedings under-
taken by a hospital medical staff (or com-
mittee thereof) or a medical society or asso-
ciation for purposes of evaluating the profes-
sional conduct or quality of health care pro-
vided by a medical professional.

Subtitle D—Medical Liability Reform
PART 1—GENERAL PROVISIONS

SEC. 15301. FEDERAL REFORM OF HEALTH CARE
LIABILITY ACTIONS.

(a) APPLICABILITY.—This subtitle shall
apply with respect to any health care liabil-
ity action brought in any State or Federal
court, except that this subtitle shall not
apply to—

(1) an action for damages arising from a
vaccine-related injury or death to the extent
that title XXI of the Public Health Service
Act applies to the action, or
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(2) an action under the Employee Retire-

ment Income Security Act of 1974 (29 U.S.C.
1001 et seq.).

(b) PREEMPTION.—This subtitle shall pre-
empt any State law to the extent such law is
inconsistent with the limitations contained
in this subtitle. This subtitle shall not pre-
empt any State law that provides for de-
fenses or places limitations on a person’s li-
ability in addition to those contained in this
subtitle or otherwise imposes greater restric-
tions than those provided in this subtitle.

(c) EFFECT ON SOVEREIGN IMMUNITY AND
CHOICE OF LAW OR VENUE.—Nothing in sub-
section (b) shall be construed to—

(1) waive or affect any defense of sovereign
immunity asserted by any State under any
provision of law;

(2) waive or affect any defense of sovereign
immunity asserted by the United States;

(3) affect the applicability of any provision
of the Foreign Sovereign Immunities Act of
1976;

(4) preempt State choice-of-law rules with
respect to claims brought by a foreign nation
or a citizen of a foreign nation; or

(5) affect the right of any court to transfer
venue or to apply the law of a foreign nation
or to dismiss a claim of a foreign nation or
of a citizen of a foreign nation on the ground
of inconvenient forum.

(d) AMOUNT IN CONTROVERSY.—In an action
to which this subtitle applies and which is
brought under section 1332 of title 28, United
States Code, the amount of noneconomic
damages or punitive damages, and attorneys’
fees or costs, shall not be included in deter-
mining whether the matter in controversy
exceeds the sum or value of $50,000.

(e) FEDERAL COURT JURISDICTION NOT ES-
TABLISHED ON FEDERAL QUESTION GROUNDS.—
Nothing in this subtitle shall be construed to
establish any jurisdiction in the district
courts of the United States over health care
liability actions on the basis of section 1331
or 1337 of title 28, United States Code.

SEC. 15302. DEFINITIONS.

As used in this subtitle:
(1) ACTUAL DAMAGES.—The term ‘‘actual

damages’’ means damages awarded to pay for
economic loss.

(2) ALTERNATIVE DISPUTE RESOLUTION SYS-
TEM; ADR.—The term ‘‘alternative dispute
resolution system’’ or ‘‘ADR’’ means a sys-
tem established under Federal or State law
that provides for the resolution of health
care liability claims in a manner other than
through health care liability actions.

(3) CLAIMANT.—The term ‘‘claimant’’
means any person who brings a health care
liability action and any person on whose be-
half such an action is brought. If such action
is brought through or on behalf of an estate,
the term includes the claimant’s decedent. If
such action is brought through or on behalf
of a minor or incompetent, the term includes
the claimant’s legal guardian.

(4) CLEAR AND CONVINCING EVIDENCE.—The
term ‘‘clear and convincing evidence’’ is that
measure or degree of proof that will produce
in the mind of the trier of fact a firm belief
or conviction as to the truth of the allega-
tions sought to be established. Such measure
or degree of proof is more than that required
under preponderance of the evidence but less
than that required for proof beyond a reason-
able doubt.

(5) COLLATERAL SOURCE PAYMENTS.—The
term ‘‘collateral source payments’’ means
any amount paid or reasonably likely to be
paid in the future to or on behalf of a claim-
ant, or any service, product, or other benefit
provided or reasonably likely to be provided
in the future to or on behalf of a claimant,
as a result of an injury or wrongful death,
pursuant to—

(A) any State or Federal health, sickness,
income-disability, accident or workers’ com-
pensation Act;

(B) any health, sickness, income-disability,
or accident insurance that provides health
benefits or income-disability coverage;

(C) any contract or agreement of any
group, organization, partnership, or corpora-
tion to provide, pay for, or reimburse the
cost of medical, hospital, dental, or income
disability benefits; and

(D) any other publicly or privately funded
program.

(6) DRUG.—The term ‘‘drug’’ has the mean-
ing given such term in section 201(g)(1) of the
Federal Food, Drug, and Cosmetic Act (21
U.S.C. 321(g)(1)).

(7) ECONOMIC LOSS.—The term ‘‘economic
loss’’ means any pecuniary loss resulting
from injury (including the loss of earnings or
other benefits related to employment, medi-
cal expense loss, replacement services loss,
loss due to death, burial costs, and loss of
business or employment opportunities), to
the extent recovery for such loss is allowed
under applicable State law.

(8) HARM.—The term ‘‘harm’’ means any le-
gally cognizable wrong or injury for which
punitive damages may be imposed.

(9) HEALTH BENEFIT PLAN.—The term
‘‘health benefit plan’’ means—

(A) a hospital or medical expense incurred
policy or certificate,

(B) a hospital or medical service plan con-
tract,

(C) a health maintenance subscriber con-
tract, or

(D) a MedicarePlus product (offered under
part C of title XVIII of the Social Security
Act),
that provides benefits with respect to health
care services.

(10) HEALTH CARE LIABILITY ACTION.—The
term ‘‘health care liability action’’ means a
civil action brought in a State or Federal
court against a health care provider, an en-
tity which is obligated to provide or pay for
health benefits under any health benefit plan
(including any person or entity acting under
a contract or arrangement to provide or ad-
minister any health benefit), or the manu-
facturer, distributor, supplier, marketer,
promoter, or seller of a medical product, in
which the claimant alleges a claim (includ-
ing third party claims, cross claims, counter
claims, or distribution claims) based upon
the provision of (or the failure to provide or
pay for) health care services or the use of a
medical product, regardless of the theory of
liability on which the claim is based or the
number of plaintiffs, defendants, or causes of
action.

(11) HEALTH CARE LIABILITY CLAIM.—The
term ‘‘health care liability claim’’ means a
claim in which the claimant alleges that in-
jury was caused by the provision of (or the
failure to provide) health care services.

(12) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any person
that is engaged in the delivery of health care
services in a State and that is required by
the laws or regulations of the State to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(13) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a health
benefit plan including services related to the
delivery or administration of such service.

(14) MEDICAL DEVICE.—The term ‘‘medical
device’’ has the meaning given such term in
section 201(h) of the Federal Food, Drug, and
Cosmetic Act (21 U.S.C. 321(h)).

(15) NONECONOMIC DAMAGES.—The term
‘‘noneconomic damages’’ means damages
paid to an individual for pain and suffering,
inconvenience, emotional distress, mental
anguish, loss of consortium, injury to rep-

utation, humiliation, and other
nonpecuniary losses.

(16) PERSON.—The term ‘‘person’’ means
any individual, corporation, company, asso-
ciation, firm, partnership, society, joint
stock company, or any other entity, includ-
ing any governmental entity.

(17) PRODUCT SELLER.—
(A) IN GENERAL.—Subject to subparagraph

(B), the term ‘‘product seller’’ means a per-
son who, in the course of a business con-
ducted for that purpose—

(i) sells, distributes, rents, leases, prepares,
blends, packages, labels, or is otherwise in-
volved in placing, a product in the stream of
commerce, or

(ii) installs, repairs, or maintains the
harm-causing aspect of a product.

(B) EXCLUSION.—Such term does not in-
clude—

(i) a seller or lessor of real property;
(ii) a provider of professional services in

any case in which the sale or use of a prod-
uct is incidental to the transaction and the
essence of the transaction is the furnishing
of judgment, skill, or services; or

(iii) any person who—
(I) acts in only a financial capacity with

respect to the sale of a product; or
(II) leases a product under a lease arrange-

ment in which the selection, possession,
maintenance, and operation of the product
are controlled by a person other than the les-
sor.

(18) PUNITIVE DAMAGES.—The term ‘‘puni-
tive damages’’ means damages awarded
against any person not to compensate for ac-
tual injury suffered, but to punish or deter
such person or others from engaging in simi-
lar behavior in the future.

(19) STATE.—The term ‘‘State’’ means each
of the several States, the District of Colum-
bia, Puerto Rico, the Virgin Islands, Guam,
American Samoa, the Northern Mariana Is-
lands, and any other territory or possession
of the United States.
SEC. 15303. EFFECTIVE DATE.

This subtitle will apply to any health care
liability action brought in a Federal or State
court and to any health care liability claim
subject to an alternative dispute resolution
system, that is initiated on or after the date
of enactment of this subtitle, except that
any health care liability claim or action
arising from an injury occurring prior to the
date of enactment of this subtitle shall be
governed by the applicable statute of limita-
tions provisions in effect at the time the in-
jury occurred.

PART 2—UNIFORM STANDARDS FOR
HEALTH CARE LIABILITY ACTIONS

SEC. 15311. STATUTE OF LIMITATIONS.

A health care liability action may not be
brought after the expiration of the 2-year pe-
riod that begins on the date on which the al-
leged injury that is the subject of the action
was discovered or should reasonably have
been discovered, but in no case after the ex-
piration of the 5-year period that begins on
the date the alleged injury occurred.
SEC. 15312. CALCULATION AND PAYMENT OF

DAMAGES.
(a) TREATMENT OF NONECONOMIC DAM-

AGES.—
(1) LIMITATION ON NONECONOMIC DAMAGES.—

The total amount of noneconomic damages
that may be awarded to a claimant for losses
resulting from the injury which is the sub-
ject of a health care liability action may not
exceed $250,000, regardless of the number of
parties against whom the action is brought
or the number of actions brought with re-
spect to the injury.

(2) JOINT AND SEVERAL LIABILITY.—In any
health care liability action brought in State
or Federal court, a defendant shall be liable
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only for the amount of noneconomic dam-
ages attributable to such defendant in direct
proportion to such defendant’s share of fault
or responsibility for the claimant’s actual
damages, as determined by the trier of fact.
In all such cases, the liability of a defendant
for noneconomic damages shall be several
and not joint.

(b) TREATMENT OF PUNITIVE DAMAGES.—
(1) GENERAL RULE.—Punitive damages may,

to the extent permitted by applicable State
law, be awarded in any health care liability
action for harm in any Federal or State
court against a defendant if the claimant es-
tablishes by clear and convincing evidence
that the harm suffered was the result of con-
duct—

(A) specifically intended to cause harm, or
(B) conduct manifesting a conscious, fla-

grant indifference to the rights or safety of
others.

(2) PROPORTIONAL AWARDS.—The amount of
punitive damages that may be awarded in
any health care liability action subject to
this subtitle shall not exceed 3 times the
amount of damages awarded to the claimant
for economic loss, or $250,000, whichever is
greater. This paragraph shall be applied by
the court and shall not be disclosed to the
jury.

(3) APPLICABILITY.—This subsection shall
apply to any health care liability action
brought in any Federal or State court on any
theory where punitive damages are sought.
This subsection does not create a cause of
action for punitive damages. This subsection
does not preempt or supersede any State or
Federal law to the extent that such law
would further limit the award of punitive
damages.

(4) BIFURCATION.—At the request of any
party, the trier of fact shall consider in a
separate proceeding whether punitive dam-
ages are to be awarded and the amount of
such award. If a separate proceeding is re-
quested, evidence relevant only to the claim
of punitive damages, as determined by appli-
cable State law, shall be inadmissible in any
proceeding to determine whether actual
damages are to be awarded.

(5) DRUGS AND DEVICES.—
(A) IN GENERAL.—(i) Punitive damages

shall not be awarded against a manufacturer
or product seller of a drug or medical device
which caused the claimant’s harm where—

(I) such drug or device was subject to pre-
market approval by the Food and Drug Ad-
ministration with respect to the safety of
the formulation or performance of the aspect
of such drug or device which caused the
claimant’s harm, or the adequacy of the
packaging or labeling of such drug or device
which caused the harm, and such drug, de-
vice, packaging, or labeling was approved by
the Food and Drug Administration; or

(II) the drug is generally recognized as safe
and effective pursuant to conditions estab-
lished by the Food and Drug Administration
and applicable regulations, including pack-
aging and labeling regulations.

(ii) Clause (i) shall not apply in any case in
which the defendant, before or after pre-
market approval of a drug or device—

(I) intentionally and wrongfully withheld
from or misrepresented to the Food and Drug
Administration information concerning such
drug or device required to be submitted
under the Federal Food, Drug, and Cosmetic
Act (21 U.S.C. 301 et seq.) or section 351 of the
Public Health Service Act (42 U.S.C. 262) that
is material and relevant to the harm suffered
by the claimant, or

(II) made an illegal payment to an official
or employee of the Food and Drug Adminis-
tration for the purpose of securing or main-
taining approval of such drug or device.

(B) PACKAGING.—In a health care liability
action for harm which is alleged to relate to

the adequacy of the packaging or labeling of
a drug which is required to have tamper-re-
sistant packaging under regulations of the
Secretary of Health and Human Services (in-
cluding labeling regulations related to such
packaging), the manufacturer or product
seller of the drug shall not be held liable for
punitive damages unless such packaging or
labeling is found by the court by clear and
convincing evidence to be substantially out
of compliance with such regulations.

(c) PERIODIC PAYMENTS FOR FUTURE
LOSSES.—

(1) GENERAL RULE.—In any health care li-
ability action in which the damages awarded
for future economic and noneconomic loss
exceeds $50,000, a person shall not be required
to pay such damages in a single, lump-sum
payment, but shall be permitted to make
such payments periodically based on when
the damages are found likely to occur, as
such payments are determined by the court.

(2) FINALITY OF JUDGMENT.—The judgment
of the court awarding periodic payments
under this subsection may not, in the ab-
sence of fraud, be reopened at any time to
contest, amend, or modify the schedule or
amount of the payments.

(3) LUMP-SUM SETTLEMENTS.—This sub-
section shall not be construed to preclude a
settlement providing for a single, lump-sum
payment.

(d) TREATMENT OF COLLATERAL SOURCE
PAYMENTS.—

(1) INTRODUCTION INTO EVIDENCE.—In any
health care liability action, any defendant
may introduce evidence of collateral source
payments. If any defendant elects to intro-
duce such evidence, the claimant may intro-
duce evidence of any amount paid or contrib-
uted or reasonably likely to be paid or con-
tributed in the future by or on behalf of the
claimant to secure the right to such collat-
eral source payments.

(2) NO SUBROGATION.—No provider of collat-
eral source payments shall recover any
amount against the claimant or receive any
lien or credit against the claimant’s recov-
ery or be equitably or legally subrogated the
right of the claimant in a health care liabil-
ity action.

(3) APPLICATION TO SETTLEMENTS.—This
subsection shall apply to an action that is
settled as well as an action that is resolved
by a fact finder.
SEC. 15313. ALTERNATIVE DISPUTE RESOLUTION.

Any ADR used to resolve a health care li-
ability action or claim shall contain provi-
sions relating to statute of limitations, non-
economic damages, joint and several liabil-
ity, punitive damages, collateral source rule,
and periodic payments which are identical to
the provisions relating to such matters in
this subtitle.
Subtitle E—Teaching Hospitals and Graduate

Medical Education
PART 1—TEACHING HOSPITAL AND GRAD-

UATE MEDICAL EDUCATION TRUST
FUND

SEC. 15401. ESTABLISHMENT OF FUND; PAY-
MENTS TO TEACHING HOSPITALS.

The Social Security Act (42 U.S.C. 300 et
seq.) is amended by adding after title XXI
the following title:
‘‘TITLE XXII—TEACHING HOSPITAL AND

GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘SEC. 2201. ESTABLISHMENT OF FUND.
‘‘(a) IN GENERAL.—There is established in

the Treasury of the United States a fund to
be known as the Teaching Hospital and
Graduate Medical Education Trust Fund (in
this title referred to as the ‘Fund’), consist-
ing of amounts appropriated to the Fund in
subsection (d) and subsection (e)(3), amounts

transferred to the Fund under section 1886(j),
and such gifts and bequests as may be depos-
ited in the Fund pursuant to subsection (f).
Amounts in the Fund are available until ex-
pended.

‘‘(b) EXPENDITURES FROM FUND.—Amounts
in the Fund are available to the Secretary
for making payments under section 2211.

‘‘(c) ACCOUNTS IN FUND.—There are estab-
lished within the Fund the following ac-
counts:

‘‘(1) The Indirect-Costs Medical Education
Account.

‘‘(2) The Medicare Direct-Costs Medical
Education Account.

‘‘(3) The General Direct-Costs Medical Edu-
cation Account.

‘‘(d) GENERAL TRANSFERS TO FUND.—
‘‘(1) IN GENERAL.—For fiscal year 1997 and

each subsequent fiscal year, there are appro-
priated to the Fund (effective on the applica-
ble date under paragraph (2)), out of any
money in the Treasury not otherwise appro-
priated, the following amounts (as applicable
to the fiscal year involved):

‘‘(A) For fiscal year 1997, $1,300,000,000.
‘‘(B) For fiscal year 1998, $1,500,000,000.
‘‘(C) For fiscal year 1999, $2,300,000,000.
‘‘(D) For fiscal year 2000, $3,100,000,000.
‘‘(E) For fiscal year 2001, $3,600,000,000.
‘‘(F) For fiscal year 2002, $4,000,000,000.
‘‘(G) For fiscal year 2003 and each subse-

quent fiscal year, the greater of the amount
appropriated for the preceding fiscal year or
an amount equal to the product of—

‘‘(i) the amount appropriated for the pre-
ceding fiscal year; and

‘‘(ii) 1 plus the percentage increase in the
nominal gross domestic product for the one-
year period ending upon July 1 of such pre-
ceding fiscal year.

‘‘(2) EFFECTIVE DATE FOR ANNUAL APPRO-
PRIATION.—For purposes of paragraph (1) (and
for purposes of section 2221(a)(1), and sub-
sections (b)(1)(A) and (c)(1)(A) of section
2231)), the applicable date for a fiscal year is
the first day of the fiscal year, exclusive of
Saturdays, Sundays, and Federal holidays.

‘‘(3) ALLOCATION AMONG CERTAIN AC-
COUNTS.—Of the amount appropriated in
paragraph (1) for a fiscal year—

‘‘(A) there shall be allocated to the Indi-
rect-Costs Medical Education Account the
percentage determined under paragraph
(4)(B); and

‘‘(B) there shall be allocated to the General
Direct-Costs Medical Education Account the
percentage determined under paragraph
(4)(C).

‘‘(4) DETERMINATION OF PERCENTAGES.—The
Secretary of Health and Human Services,
acting through the Administrator of the
Health Care Financing Administration, shall
determine the following:

‘‘(A) The total amount of payments that
were made under subsections (d)(5)(B) and (h)
of section 1886 for fiscal year 1994.

‘‘(B) The percentage of such total that was
constituted by payments under subsection
(d)(5)(B) of such section.

‘‘(C) The percentage of such total that was
constituted by payments under subsection
(h) of such section.

‘‘(e) INVESTMENT.—
‘‘(1) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund. Such investments may be made
only in interest-bearing obligations of the
United States. For such purpose, such obli-
gations may be acquired on original issue at
the issue price, or by purchase of outstand-
ing obligations at the market price.

‘‘(2) SALE OF OBLIGATIONS.—Any obligation
acquired by the Fund may be sold by the
Secretary of the Treasury at the market
price.
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‘‘(3) AVAILABILITY OF INCOME.—Any interest

derived from obligations acquired by the
Fund, and proceeds from any sale or redemp-
tion of such obligations, are hereby appro-
priated to the Fund.

‘‘(f) ACCEPTANCE OF GIFTS AND BEQUESTS.—
The Fund may accept on behalf of the United
States money gifts and bequests made un-
conditionally to the Fund for the benefit of
the Fund or any activity financed through
the Fund.

‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘Subpart 1—Requirement of Payments

‘‘SEC. 2211. FORMULA PAYMENTS TO TEACHING
HOSPITALS.

‘‘(a) IN GENERAL.—Subject to subsection
(d), in the case of each teaching hospital that
in accordance with subsection (b) submits to
the Secretary a payment document for fiscal
year 1997 or any subsequent fiscal year, the
Secretary shall make payments for the year
to the teaching hospital for the costs of oper-
ating approved medical residency training
programs. Such payments shall be made
from the Fund, and the total of the pay-
ments to the hospital for the fiscal year
shall equal the sum of the following:

‘‘(1) An amount determined under section
2221 (relating to the indirect costs of grad-
uate medical education).

‘‘(2) An amount determined under section
2231 (relating to the direct costs of graduate
medical education).

‘‘(b) PAYMENT DOCUMENT.—For purposes of
subsection (a), a payment document is a doc-
ument containing such information as may
be necessary for the Secretary to make pay-
ments under such subsection to a teaching
hospital for a fiscal year. The document is
submitted in accordance with this subsection
if the document is submitted not later than
the date specified by the Secretary, and the
document is in such form and is made in
such manner as the Secretary may require.
The Secretary may require that information
under this subsection be submitted to the
Secretary in periodic reports.

‘‘(c) ADMINISTRATOR OF PROGRAMS.—This
part, and the subsequent parts of this title,
shall be carried out by the Secretary acting
through the Administrator of the Health
Care Financing Administration.

‘‘(d) SPECIAL RULES.—
‘‘(1) AUTHORITY REGARDING PAYMENTS TO

CONSORTIA OF PROVIDERS.—In the case of pay-
ments under subsection (a) that are deter-
mined under section 2231:

‘‘(A) The requirement under such sub-
section to make the payments to teaching
hospitals is subject to the authority of the
Secretary under section 2233(a) to make pay-
ments to qualifying consortia.

‘‘(B) If the Secretary authorizes such a
consortium for purposes of section 2233(a),
subsections (a) and (b) of this section apply
to the consortium to the same extent and in
the same manner as the subsections apply to
teaching hospitals.

‘‘(2) CERTAIN HOSPITALS.—Paragraph (1) of
subsection (a) is subject to sections 2222 and
2223 of subpart 2. Paragraph (2) of subsection
(a) is subject to sections 2232 through 2234 of
subpart 3.

‘‘(e) APPROVED MEDICAL RESIDENCY TRAIN-
ING PROGRAM.—For purposes of this title, the
term ‘approved medical residency training
program’ has the meaning given such term
in section 1886(h)(5)(A).

‘‘Subpart 2—Amount Relating to Indirect
Costs of Graduate Medical Education

‘‘SEC. 2221. DETERMINATION OF AMOUNT RELAT-
ING TO INDIRECT COSTS.

‘‘(a) IN GENERAL.—For purposes of section
2211(a)(1), the amount determined under this
section for a teaching hospital for a fiscal
year is the product of—

‘‘(1) the amount in the Indirect-Costs Medi-
cal Education Account on the applicable
date under section 2201(d) (once the appro-
priation under such section is made); and

‘‘(2) the percentage determined for the hos-
pital under subsection (b).

‘‘(b) HOSPITAL-SPECIFIC PERCENTAGE.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(2), the percentage determined
under this subsection for a teaching hospital
is the mean average of the respective per-
centages determined under paragraph (3) for
each fiscal year of the applicable period (as
defined in paragraph (2)), adjusted by the
Secretary (upward or downward, as the case
may be) on a pro rata basis to the extent
necessary to ensure that the sum of the per-
centages determined under this paragraph
for all teaching hospitals is equal to 100 per-
cent. The preceding sentence is subject to
sections 2222 and 2223.

‘‘(2) APPLICABLE PERIOD REGARDING REL-
EVANT DATA; FISCAL YEARS 1992 THROUGH 1994.—
For purposes of this part, the term ‘applica-
ble period’ means the period beginning on
the first day of fiscal year 1992 and continu-
ing through the end of fiscal year 1994.

‘‘(3) RESPECTIVE DETERMINATIONS FOR FIS-
CAL YEARS OF APPLICABLE PERIOD.—For pur-
poses of paragraph (1), the percentage deter-
mined under this paragraph for a teaching
hospital for a fiscal year of the applicable pe-
riod is the percentage constituted by the
ratio of—

‘‘(A) the total amount of payments re-
ceived by the hospital under section
1886(d)(5)(B) for discharges occurring during
the fiscal year involved; to

‘‘(B) the sum of the respective amounts de-
termined under subparagraph (A) for the fis-
cal year for all teaching hospitals.

‘‘(c) AVAILABILITY OF DATA.—If a teaching
hospital received the payments specified in
subsection (b)(3)(A) during the applicable pe-
riod but a complete set of the relevant data
is not available to the Secretary for purposes
of determining an amount under such sub-
section for the fiscal year involved, the Sec-
retary shall for purposes of such subsection
make an estimate on the basis of such data
as are available to the Secretary for the ap-
plicable period.
‘‘SEC. 2222. INDIRECT COSTS; SPECIAL RULES RE-

GARDING DETERMINATION OF HOS-
PITAL-SPECIFIC PERCENTAGE.

‘‘(a) SPECIAL RULE REGARDING FISCAL
YEARS 1995 AND 1996.—

‘‘(1) IN GENERAL.—In the case of a teaching
hospital whose first payments under section
1886(d)(5)(B) were for discharges occurring in
fiscal year 1995 or in fiscal year 1996 (referred
to in this subsection individually as a ‘first
payment year’), the percentage determined
under paragraph (2) for the hospital is
deemed to be the percentage applicable
under section 2221(b) to the hospital, except
that the percentage under paragraph (2) shall
be adjusted in accordance with section
2221(b)(1) to the extent determined by the
Secretary to be necessary with respect to a
sum that equals 100 percent.

‘‘(2) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for a teaching
hospital is the percentage constituted by the
ratio of the amount determined under sub-
paragraph (A) to the amount determined
under subparagraph (B), as follows:

‘‘(A)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the total
amount of payments received by the hospital
under section 1886(d)(5)(B) for discharges oc-
curring during fiscal year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996, the amount deter-
mined under this subparagraph is an amount
equal to an estimate by the Secretary of the

total amount of payments that would have
been paid to the hospital under section
1886(d)(5)(B) for discharges occurring during
fiscal year 1995 if such section, as in effect
for fiscal year 1996, had applied to the hos-
pital for discharges occurring during fiscal
year 1995.

‘‘(B)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the aggre-
gate total of the payments received by
teaching hospitals under section 1886(d)(5)(B)
for discharges occurring during fiscal year
1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996—

‘‘(I) the Secretary shall make an estimate
in accordance with subparagraph (A)(ii) for
all teaching hospitals; and

‘‘(II) the amount determined under this
subparagraph is the sum of the estimates
made by the Secretary under subclause (I).

‘‘(b) NEW TEACHING HOSPITALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (4),

in the case of a teaching hospital that did
not receive payments under section
1886(d)(5)(B) for any of the fiscal years 1992
through 1996, the percentage determined
under paragraph (3) for the hospital is
deemed to be the percentage applicable
under section 2221(b) to the hospital, except
that the percentage under paragraph (3) shall
be adjusted in accordance with section
2221(b)(1) to the extent determined by the
Secretary to be necessary with respect to a
sum that equals 100 percent.

‘‘(2) DESIGNATED FISCAL YEAR REGARDING

DATA.—The determination under paragraph
(3) of a percentage for a teaching hospital de-
scribed in paragraph (1) shall be made for the
most recent fiscal year for which the Sec-
retary has sufficient data to make the deter-
mination (referred to in this subsection as
the ‘designated fiscal year’).

‘‘(3) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for the teach-
ing hospital involved is the percentage con-
stituted by the ratio of the amount deter-
mined under subparagraph (A) to the amount
determined under subparagraph (B), as fol-
lows:

‘‘(A) The amount determined under this
subparagraph is an amount equal to an esti-
mate by the Secretary of the total amount of
payments that would have been paid to the
hospital under section 1886(d)(5)(B) for the
designated fiscal year if such section, as in
effect for the first fiscal year for which pay-
ments pursuant to this subsection are to be
made to the hospital, had applied to the hos-
pital for the designated fiscal year.

‘‘(B) The Secretary shall make an estimate
in accordance with subparagraph (A) for all
teaching hospitals. The amount determined
under this subparagraph is the sum of the es-
timates made by the Secretary under the
preceding sentence.

‘‘(4) LIMITATION.—This subsection does not
apply to a teaching hospital described in
paragraph (1) if the hospital is in a State for
which a demonstration project under section
1814(b)(3) is in effect.

‘‘(c) CONSOLIDATIONS AND MERGERS.—In the
case of two or more teaching hospitals that
have each received payments pursuant to
section 2221 for one or more fiscal years and
that undergo a consolidation or merger, the
percentage applicable to the resulting teach-
ing hospital for purposes of section 2221(b) is
the sum of the respective percentages that
would have applied pursuant to such section
if the hospitals had not undergone the con-
solidation or merger.
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‘‘SEC. 2223. INDIRECT COSTS; ALTERNATIVE PAY-

MENTS REGARDING TEACHING HOS-
PITALS IN CERTAIN STATES.

‘‘(a) IN GENERAL.—In the case of a teaching
hospital in a State for which a demonstra-
tion project under section 1814(b)(3) is in ef-
fect, this section applies in lieu of section
2221. For purposes of section 2211(a)(1), the
amount determined for such a teaching hos-
pital for a fiscal year is the product of—

‘‘(1) the amount in the Indirect-Costs Medi-
cal Education Account for the fiscal year
pursuant to the allocation under section
2201(d)(3)(A) for the year; and

‘‘(2) the percentage determined under sub-
section (b) for the hospital.

‘‘(b) DETERMINATION OF PERCENTAGE.—For
purposes of subsection (a)(2):

‘‘(1) The Secretary shall make an estimate
of the total amount of payments that would
have been received under section 1886(d)(5)(B)
by the hospital involved with respect to each
of the fiscal years of the applicable period if
such section (as in effect for such fiscal
years) had applied to the hospital for such
years.

‘‘(2) The percentage determined under this
subsection for the hospital for a fiscal year is
a mean average percentage determined for
the hospital in accordance with the meth-
odology of section 2221(b)(1), except that the
estimate made by the Secretary under para-
graph (1) of this subsection for a fiscal year
of the applicable period is deemed to be the
amount that applies for purposes of section
2221(b)(3)(A) for such year.

‘‘(c) RULE REGARDING PAYMENTS FROM CER-
TAIN AMOUNTS.—In the case of a teaching
hospital described in subsection (a), this sec-
tion does not authorize any payment to the
hospital from amounts transferred to the
Fund under section 1886(j).

‘‘(d) ADJUSTMENT REGARDING PAYMENTS TO
OTHER HOSPITALS.—In the case of a fiscal
year for which payments pursuant to sub-
section (a) are made to one or more teaching
hospitals, the following applies:

‘‘(1) The Secretary shall determine a per-
centage equal to the sum of the respective
percentages determined for the hospitals
under subsection (b).

‘‘(2) The Secretary shall determine an
amount equal to the product of—

‘‘(A) the percentage determined under
paragraph (1); and

‘‘(B) the amount in the Indirect-Costs Med-
ical Education Account for the fiscal year
pursuant to the transfer under section
1886(j)(1).

‘‘(3) The Secretary shall, for each hospital
(other than hospitals described in subsection
(a)), make payments to the hospital in
amounts whose sum for the fiscal year is
equal to the product of—

‘‘(A) the amount determined under para-
graph (2); and

‘‘(B) the percentage that applies to the
hospital for purposes of section 2221(b), ex-
cept that such percentage shall be adjusted
in accordance with the methodology of sec-
tion 2221(b)(1) to the extent determined by
the Secretary to be necessary with respect to
a sum that equals 100 percent.

‘‘Subpart 3—Amount Relating to Direct
Costs of Graduate Medical Education

‘‘SEC. 2231. DETERMINATION OF AMOUNT RELAT-
ING TO DIRECT COSTS.

‘‘(a) IN GENERAL.—For purposes of section
2211(a)(2), the amount determined under this
section for a teaching hospital for a fiscal
year is the sum of—

‘‘(1) the amount determined under sub-
section (b) (relating to the General Direct-
Costs Medical Education Account); and

‘‘(2) the amount determined under sub-
section (c) (relating to the Medicare Direct-
Costs Medical Education Account).

‘‘(b) PAYMENT FROM GENERAL ACCOUNT.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(1), the amount determined under
this subsection for a teaching hospital for a
fiscal year is the product of—

‘‘(A) the amount in the General Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(B) the percentage determined for the
hospital under paragraph (2).

‘‘(2) HOSPITAL-SPECIFIC PERCENTAGE.—
‘‘(A) IN GENERAL.—For purposes of para-

graph (1)(B), the percentage determined
under this paragraph for a teaching hospital
is the mean average of the respective per-
centages determined under subparagraph (B)
for each fiscal year of the applicable period
(as defined in section 2221(b)(2)), adjusted by
the Secretary (upward or downward, as the
case may be) on a pro rata basis to the ex-
tent necessary to ensure that the sum of the
percentages determined under this subpara-
graph for all teaching hospitals is equal to
100 percent. The preceding sentence is sub-
ject to sections 2232 through 2234.

‘‘(B) RESPECTIVE DETERMINATIONS FOR FIS-
CAL YEARS OF APPLICABLE PERIOD.—For pur-
poses of subparagraph (A), the percentage de-
termined under this subparagraph for a
teaching hospital for a fiscal year of the ap-
plicable period is the percentage constituted
by the ratio of—

‘‘(i) the total amount of payments received
by the hospital under section 1886(h) for cost
reporting periods beginning during the fiscal
year involved; to

‘‘(ii) the sum of the respective amounts de-
termined under clause (i) for the fiscal year
for all teaching hospitals.

‘‘(3) AVAILABILITY OF DATA.—If a teaching
hospital received the payments specified in
paragraph (2)(B)(i) during the applicable pe-
riod but a complete set of the relevant data
is not available to the Secretary for purposes
of determining an amount under such para-
graph for the fiscal year involved, the Sec-
retary shall for purposes of such paragraph
make an estimate on the basis of such data
as are available to the Secretary for the ap-
plicable period.

‘‘(c) PAYMENT FROM MEDICARE ACCOUNT.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(2), the amount determined under
this subsection for a teaching hospital for a
fiscal year is the product of—

‘‘(A) the amount in the Medicare Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(B) the percentage determined for the
hospital under paragraph (2) for the fiscal
year.

‘‘(2) HOSPITAL-SPECIFIC PERCENTAGE.—For
purposes of paragraph (1)(B), the percentage
determined under this subsection for a
teaching hospital for a fiscal year is the per-
centage constituted by the ratio of—

‘‘(A) the estimate made by the Secretary
for the hospital for the fiscal year under sec-
tion 1886(j)(2)(B); to

‘‘(B) the sum of the respective estimates
referred to in subparagraph (A) for all teach-
ing hospitals.
‘‘SEC. 2232. DIRECT COSTS; SPECIAL RULES RE-

GARDING DETERMINATION OF HOS-
PITAL-SPECIFIC PERCENTAGE.

‘‘(a) SPECIAL RULE REGARDING FISCAL
YEARS 1995 AND 1996.—

‘‘(1) IN GENERAL.—In the case of a teaching
hospital whose first payments under section
1886(h) were for the cost reporting period be-
ginning in fiscal year 1995 or in fiscal year
1996 (referred to in this subsection individ-
ually as a ‘first payment year’), the percent-
age determined under paragraph (2) for the

hospital is deemed to be the percentage ap-
plicable under section 2231(b)(2) to the hos-
pital, except that the percentage under para-
graph (2) shall be adjusted in accordance
with section 2231(b)(2)(A) to the extent deter-
mined by the Secretary to be necessary with
respect to a sum that equals 100 percent.

‘‘(2) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for a teaching
hospital is the percentage constituted by the
ratio of the amount determined under sub-
paragraph (A) to the amount determined
under subparagraph (B), as follows:

‘‘(A)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the total
amount of payments received by the hospital
under section 1886(h) for cost reporting peri-
ods beginning in fiscal year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996, the amount deter-
mined under this subparagraph is an amount
equal to an estimate by the Secretary of the
total amount of payments that would have
been paid to the hospital under section
1886(h) for cost reporting periods beginning
in fiscal year 1995 if such section, as in effect
for fiscal year 1996, had applied to the hos-
pital for fiscal year 1995.

‘‘(B)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the aggre-
gate total of the payments received by
teaching hospitals under section 1886(h) for
cost reporting periods beginning in fiscal
year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996—

‘‘(I) the Secretary shall make an estimate
in accordance with subparagraph (A)(ii) for
all teaching hospitals; and

‘‘(II) the amount determined under this
subparagraph is the sum of the estimates
made by the Secretary under subclause (I).

‘‘(b) NEW TEACHING HOSPITALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (4),

in the case of a teaching hospital that did
not receive payments under section 1886(h)
for any of the fiscal years 1992 through 1996,
the percentage determined under paragraph
(3) for the hospital is deemed to be the per-
centage applicable under section 2231(b)(2) to
the hospital, except that the percentage
under paragraph (3) shall be adjusted in ac-
cordance with section 2231(b)(2)(A) to the ex-
tent determined by the Secretary to be nec-
essary with respect to a sum that equals 100
percent.

‘‘(2) DESIGNATED FISCAL YEAR REGARDING
DATA.—The determination under paragraph
(3) of a percentage for a teaching hospital de-
scribed in paragraph (1) shall be made for the
most recent fiscal year for which the Sec-
retary has sufficient data to make the deter-
mination (referred to in this subsection as
the ‘designated fiscal year’).

‘‘(3) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for the teach-
ing hospital involved is the percentage con-
stituted by the ratio of the amount deter-
mined under subparagraph (A) to the amount
determined under subparagraph (B), as fol-
lows:

‘‘(A) The amount determined under this
subparagraph is an amount equal to an esti-
mate by the Secretary of the total amount of
payments that would have been paid to the
hospital under section 1886(h) for the des-
ignated fiscal year if such section, as in ef-
fect for the first fiscal year for which pay-
ments pursuant to this subsection are to be
made to the hospital, had applied to the hos-
pital for cost reporting periods beginning in
the designated fiscal year.

‘‘(B) The Secretary shall make an estimate
in accordance with subparagraph (A) for all
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teaching hospitals. The amount determined
under this subparagraph is the sum of the es-
timates made by the Secretary under the
preceding sentence.

‘‘(4) LIMITATION.—This subsection does not
apply to a teaching hospital described in
paragraph (1) if the hospital is in a State for
which a demonstration project under section
1814(b)(3) is in effect.

‘‘(c) CONSOLIDATIONS AND MERGERS.—In the
case of two or more teaching hospitals that
have each received payments pursuant to
section 2231 for one or more fiscal years and
that undergo a consolidation or merger, the
percentage applicable to the resulting teach-
ing hospital for purposes of section 2231(b) is
the sum of the respective percentages that
would have applied pursuant to such section
if the hospitals had not undergone the con-
solidation or merger.
‘‘SEC. 2233. DIRECT COSTS; AUTHORITY FOR PAY-

MENTS TO CONSORTIA OF PROVID-
ERS.

‘‘(a) IN GENERAL.—In lieu of making pay-
ments to teaching hospitals pursuant to sec-
tion 2231, the Secretary may make payments
under this section to consortia that meet the
requirements of subsection (b).

‘‘(b) QUALIFYING CONSORTIUM.—For pur-
poses of subsection (a), a consortium meets
the requirements of this subsection if the
consortium is in compliance with the follow-
ing:

‘‘(1) The consortium consists of an ap-
proved medical residency training program
and one or more of the following entities:

‘‘(A) Schools of allopathic medicine or os-
teopathic medicine.

‘‘(B) Teaching hospitals.
‘‘(C) Other approved medical residency

training programs.
‘‘(D) Federally qualified health centers.
‘‘(E) Medical group practices.
‘‘(F) Managed care entities.
‘‘(G) Entities furnishing outpatient serv-

ices.
‘‘(H) Such other entities as the Secretary

determines to be appropriate.
‘‘(2) The members of the consortium have

agreed to participate in the programs of
graduate medical education that are oper-
ated by the entities in the consortium.

‘‘(3) With respect to the receipt by the con-
sortium of payments made pursuant to this
section, the members of the consortium have
agreed on a method for allocating the pay-
ments among the members.

‘‘(4) The consortium meets such additional
requirements as the Secretary may estab-
lish.

‘‘(c) PAYMENTS FROM ACCOUNTS.—
‘‘(1) IN GENERAL.—Subject to subsection

(d), the total of payments to a qualifying
consortium for a fiscal year pursuant to sub-
section (a) shall be the sum of—

‘‘(1) the aggregate amount determined for
the teaching hospitals of the consortium
pursuant to paragraph (1) of section 2231(a);
and

‘‘(2) an amount determined in accordance
with the methodology that applies pursuant
to paragraph (2) of such section, except that
the estimate used for purposes of subsection
(c)(2)(A) of such section shall be the estimate
made for the consortium under section
1886(j)(2)(C)(ii).

‘‘(d) LIMITATION ON AGGREGATE TOTAL OF
PAYMENTS TO CONSORTIA.—The aggregate
total of the amounts paid under subsection
(c)(2) to qualifying consortia for a fiscal year
may not exceed the sum of—

‘‘(1) the aggregate total of the amounts
that would have been paid under section
2231(c) for the fiscal year to the teaching
hospitals of the consortia if the hospitals
had not been participants in the consortia;
and

‘‘(2) an amount equal to 1 percent of the
amount that applies under section
2231(c)(1)(A) for the fiscal year (relating to
the Medicare Direct-Costs Medical Edu-
cation Account).

‘‘(e) DEFINITION.—For purposes of this title,
the term ‘qualifying consortium’ means a
consortium that meets the requirements of
subsection (b).
‘‘SEC. 2234. DIRECT COSTS; ALTERNATIVE PAY-

MENTS REGARDING TEACHING HOS-
PITALS IN CERTAIN STATES.

‘‘(a) IN GENERAL.—In the case of a teaching
hospital in a State for which a demonstra-
tion project under section 1814(b)(3) is in ef-
fect, this section applies in lieu of section
2231. For purposes of section 2211(a)(2), the
amount determined for a teaching hospital
for a fiscal year is the product of—

‘‘(1) the amount in the General Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(2) the percentage determined under sub-
section (b) for the hospital.

‘‘(b) DETERMINATION OF PERCENTAGE.—For
purposes of subsection (a)(2):

‘‘(1) The Secretary shall make an estimate
of the total amount of payments that would
have been received under section 1886(h) by
the hospital involved with respect to each of
the fiscal years of the applicable period if
such section (as in effect for such fiscal
years) had applied to the hospital for such
years.

‘‘(2) The percentage determined under this
subsection for the hospital for a fiscal year is
a mean average percentage determined for
the hospital in accordance with the meth-
odology of section 2231(b)(2)(A), except that
the estimate made by the Secretary under
paragraph (1) of this subsection for a fiscal
year of the applicable period is deemed to be
the amount that applies for purposes of sec-
tion 2231(b)(2)(B)(i) for such year.

‘‘(c) RULE REGARDING PAYMENTS FROM CER-
TAIN AMOUNTS.—In the case of a teaching
hospital described in subsection (a), this sec-
tion does not authorize any payment to the
hospital from amounts transferred to the
Fund under section 1886(j).

‘‘Subpart 4—General Provisions
‘‘SEC. 2241. ADJUSTMENTS IN PAYMENT

AMOUNTS.
‘‘(a) COLLECTION OF DATA ON ACCURACY OF

ESTIMATES.—The Secretary shall collect
data on whether the estimates made by the
Secretary under section 1886(j) for a fiscal
year were substantially accurate.

‘‘(b) ADJUSTMENTS.—If the Secretary deter-
mines under subsection (a) that an estimate
for a fiscal year was not substantially accu-
rate, the Secretary shall, for the first fiscal
year beginning after the Secretary makes
the determination—

‘‘(1) make adjustments accordingly in
transfers to the Fund under section 1886(j);
and

‘‘(2) make adjustments accordingly in the
amount of payments to teaching hospitals
pursuant to 2231(c) (or, as applicable, to
qualifying consortia pursuant to section
2233(c)(2)).’’.

PART 2—AMENDMENTS TO MEDICARE
PROGRAM

SEC. 15411. TRANSFERS TO TEACHING HOSPITAL
AND GRADUATE MEDICAL EDU-
CATION TRUST FUND.

Section 1886 (42 U.S.C. 1395ww) is amend-
ed—

(1) in subsection (d)(5)(B), in the matter
preceding clause (i), by striking ‘‘The Sec-
retary shall provide’’ and inserting the fol-
lowing: ‘‘For discharges occurring on or be-
fore September 30, 1996, the Secretary shall
provide’’;

(2) in subsection (h)—
(A) in paragraph (1), in the first sentence,

by striking ‘‘the Secretary shall provide’’
and inserting ‘‘the Secretary shall, subject
to paragraph (6), provide’’; and

(B) by adding at the end the following
paragraph:

‘‘(6) LIMITATION.—
‘‘(A) IN GENERAL.—The authority to make

payments under this subsection applies only
with respect to cost reporting periods ending
on or before September 30, 1996, except as
provided in subparagraph (B).

‘‘(B) RULE REGARDING PORTION OF LAST COST
REPORTING PERIOD.—In the case of a cost re-
porting period that extends beyond Septem-
ber 30, 1996, payments under this subsection
shall be made with respect to such portion of
the period as has lapsed as of such date.

‘‘(C) RULE OF CONSTRUCTION.—This para-
graph may not be construed as authorizing
any payment under section 1861(v) with re-
spect to graduate medical education.’’; and

(3) by adding at the end the following sub-
section:

‘‘(j) TRANSFERS TO TEACHING HOSPITAL AND
GRADUATE MEDICAL EDUCATION TRUST
FUND.—

‘‘(1) INDIRECT COSTS OF MEDICAL EDU-
CATION.—

‘‘(A) IN GENERAL.—From the Federal Hos-
pital Insurance Trust Fund, the Secretary
shall, for fiscal year 1997 and each subse-
quent fiscal year, transfer to the Indirect-
Costs Medical Education Account (under sec-
tion 2201) an amount determined by the Sec-
retary in accordance with subparagraph (B).

‘‘(B) DETERMINATION OF AMOUNTS.—The
Secretary shall make an estimate for the fis-
cal year involved of the nationwide total of
the amounts that would have been paid
under subsection (d)(5)(B) to hospitals during
the fiscal year if such payments had not been
terminated for discharges occurring after
September 30, 1996. For purposes of subpara-
graph (A), the amount determined under this
subparagraph for the fiscal year is the esti-
mate made by the Secretary under the pre-
ceding sentence.

‘‘(2) DIRECT COSTS OF MEDICAL EDUCATION.—
‘‘(A) IN GENERAL.—From the Federal Hos-

pital Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, the Secretary shall, for fiscal year 1997
and each subsequent fiscal year, transfer to
the Medicare Direct-Costs Medical Edu-
cation Account (under section 2201) the sum
of—

‘‘(i) an amount determined by the Sec-
retary in accordance with subparagraph (B);
and

‘‘(ii) as applicable, an amount determined
by the Secretary in accordance with sub-
paragraph (C)(ii).

‘‘(B) DETERMINATION OF AMOUNTS.—For
each hospital (other than a hospital that is a
member of a qualifying consortium referred
to in subparagraph (C)), the Secretary shall
make an estimate for the fiscal year in-
volved of the amount that would have been
paid under subsection (h) to the hospital dur-
ing the fiscal year if such payments had not
been terminated for cost reporting periods
ending on or before September 30, 1996. For
purposes of subparagraph (A)(i), the amount
determined under this subparagraph for the
fiscal year is the sum of all estimates made
by the Secretary under the preceding sen-
tence.

‘‘(C) ESTIMATES REGARDING QUALIFYING CON-
SORTIA.—If the Secretary elects to authorize
one or more qualifying consortia for pur-
poses of section 2233(a), the Secretary shall
carry out the following:

‘‘(i) The Secretary shall establish a meth-
odology for making payments to qualifying
consortia with respect to the reasonable di-
rect costs of such consortia in carrying out
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programs of graduate medical education.
The methodology shall be the methodology
established in subsection (h), modified to the
extent necessary to take into account the
participation in such programs of entities
other than hospitals.

‘‘(ii) For each qualifying consortium, the
Secretary shall make an estimate for the fis-
cal year involved of the amount that would
have been paid to the consortium during the
fiscal year if, using the methodology under
clause (i), payments had been made to the
consortium for the fiscal year as reimburse-
ments with respect to cost reporting periods.
For purposes of subparagraph (A)(ii), the
amount determined under this clause for the
fiscal year is the sum of all estimates made
by the Secretary under the preceding sen-
tence.

‘‘(D) ALLOCATION BETWEEN FUNDS.—In pro-
viding for a transfer under subparagraph (A)
for a fiscal year, the Secretary shall provide
for an allocation of the amounts involved be-
tween part A and part B (and the trust funds
established under the respective parts) as
reasonably reflects the proportion of direct
graduate medical education costs of hos-
pitals associated with the provision of serv-
ices under each respective part.

‘‘(3) APPLICABILITY OF CERTAIN AMEND-
MENTS.—Amendments made to subsection
(d)(5)(B) and subsection (h) that are effective
on or after October 1, 1996, apply only for
purposes of estimates under paragraphs (1)
and (2) and for purposes of determining the
amount of payments under 2211. Such
amendments do not require any adjustment
to amounts paid under subsection (d)(5)(B) or
(h) with respect to fiscal year 1996 or any
prior fiscal year.

‘‘(4) RELATIONSHIP TO CERTAIN DEMONSTRA-
TION PROJECTS.—In the case of a State for
which a demonstration project under section
1814(b)(3) is in effect, the Secretary, in mak-
ing determinations of the rates of increase
under such section, shall include all amounts
transferred under this subsection. Such
amounts shall be so included to the same ex-
tent and in the same manner as amounts de-
termined under subsections (d)(5)(B) and (h)
were included in such determination under
the provisions of this title in effect on Sep-
tember 30, 1996.’’.
SEC. 15412. MODIFICATION IN PAYMENT POLI-

CIES REGARDING GRADUATE MEDI-
CAL EDUCATION.

(a) INDIRECT COSTS OF MEDICAL EDUCATION;
APPLICABLE PERCENTAGE.—

(1) MODIFICATION REGARDING 5.6 PERCENT.—
Section 1886(d)(5)(B)(ii) (42 U.S.C.
1395ww(d)(5)(B)(ii)) is amended—

(A) by striking ‘‘on or after October 1,
1988,’’ and inserting ‘‘on or after October 1,
1999,’’; and

(B) by striking ‘‘1.89’’ and inserting ‘‘1.38’’.
(2) SPECIAL RULE REGARDING FISCAL YEARS

1996 THROUGH 1998; MODIFICATION REGARDING 6
PERCENT.—Section 1886(d)(5)(B)(ii), as amend-
ed by paragraph (1), is amended by adding at
the end the following: ‘‘In the case of dis-
charges occurring on or after October 1, 1995,
and before October 1, 1999, the preceding sen-
tence applies to the same extent and in the
same manner as the sentence applies to dis-
charges occurring on or after October 1, 1999,
except that the term ‘1.38’ is deemed to be
‘1.48’.’’.

(3) CONFORMING AMENDMENT RELATING TO
DETERMINATION OF STANDARDIZED AMOUNTS.—
Section 1886(d)(2)(C)(i) (42 U.S.C.
1395ww(d)(2)(C)(i)) is amended by striking
‘‘1985’’ and inserting the following: ‘‘1985, but
(for discharges occurring after September 30,
1995) not taking into account any reductions
in such costs resulting from the amendments
made by section 15412(a) of the Medicare
Preservation Act of 1995’’.

(b) DIRECT COSTS OF MEDICAL EDUCATION.—

(1) LIMITATION ON NUMBER OF FULL-TIME-
EQUIVALENT RESIDENTS.—Section 1886(h)(4)
(42 U.S.C. 1395ww(h)(4)) is amended by adding
at the end the following new subparagraph:

‘‘(F) LIMITATION ON NUMBER OF RESIDENTS
FOR CERTAIN FISCAL YEARS.—

‘‘(i) IN GENERAL.—Such rules shall provide
that for purposes of a cost reporting period
beginning on or after October 1, 1995, and on
or before September 30, 2002, the number of
full-time-equivalent residents determined
under this paragraph with respect to an ap-
proved medical residency training program
may not exceed the number of full-time-
equivalent residents with respect to the pro-
gram as of August 1, 1995 (except that this
subparagraph applies only to approved medi-
cal residency training programs in the fields
of allopathic medicine and osteopathic medi-
cine).

‘‘(ii) DISPOSITION OF UNUSED RESIDENCY PO-
SITIONS.—In the case of a cost reporting pe-
riod to which the limitation under clause (i)
applies, if for such a period the number of
full-time-equivalent residents determined
under this paragraph with respect to an ap-
proved medical residency training program
is less than the maximum number applicable
to the program under such clause, the Sec-
retary may authorize for one or more other
approved medical residency training pro-
grams offsetting increases in the respective
maximum numbers that otherwise would be
applicable under such clause to the pro-
grams. In authorizing such increases with re-
spect to a cost reporting period, the Sec-
retary shall ensure that the national total of
the respective maximum numbers deter-
mined under such clause with respect to ap-
proved medical residency training programs
is not exceeded.’’.

(2) EXCLUSION OF RESIDENTS AFTER INITIAL
RESIDENCY PERIOD.—Section 1886(h)(4)(C) (42
U.S.C. 1395ww(h)(4)(C)) is amended to read as
follows:

‘‘(C) WEIGHTING FACTORS FOR RESIDENTS.—
Effective for cost reporting periods begin-
ning on or after October 1, 1997, such rules
shall provide that, in the calculation of the
number of full-time-equivalent residents in
an approved residency program, the
weighting factor for a resident who is in the
initial residency period (as defined in para-
graph (5)(F)) is 1.0 and the weighting factor
for a resident who has completed such period
is 0.0. (In the case of cost reporting periods
beginning before October 1, 1997, the
weighting factors that apply in such calcula-
tion are the weighting factors that were ap-
plicable under this subparagraph on the day
before the date of the enactment of the Medi-
care Preservation Act of 1995.)’’.

(3) REDUCTIONS IN PAYMENTS FOR ALIEN
RESIDENTS.—Section 1886(h)(4) (42 U.S.C.
1395ww(h)(4)), as amended by paragraph (1),
is amended by adding at the end the follow-
ing new subparagraph:

‘‘(G) SPECIAL RULES FOR ALIEN RESIDENTS.—
In the case of individuals who are not citi-
zens or nationals of the United States, aliens
lawfully admitted to the United States for
permanent residence, aliens admitted to the
United States as refugees, or citizens of Can-
ada, in the calculation of the number of full-
time-equivalent residents in an approved
medical residency program, the following
rules shall apply with respect to such indi-
viduals who are residents in the program:

‘‘(i) For a cost reporting period beginning
during fiscal year 1996, for each such individ-
ual the Secretary shall apply a weighting
factor of .75.

‘‘(ii) For a cost reporting period beginning
during fiscal year 1997, for each such individ-
ual the Secretary shall apply a weighting
factor of .50.

‘‘(iii) For a cost reporting period beginning
during fiscal year 1998 or any subsequent fis-

cal year, for each such individual the Sec-
retary shall apply a weighting factor of .25.’’.

(4) EFFECTIVE DATE.—Except as provided
otherwise in this subsection (or in the
amendments made by this subsection), the
amendments made by this subsection apply
to hospital cost reporting periods beginning
on or after October 1, 1995.
PART 3—REFORM OF FEDERAL POLICIES

REGARDING TEACHING HOSPITALS AND
GRADUATE MEDICAL EDUCATION

SEC. 15421. ESTABLISHMENT OF ADVISORY
PANEL FOR RECOMMENDING POLI-
CIES.

Title XXII of the Social Security Act, as
added by section 15401, is amended by adding
at the end the following part:

‘‘PART C—OTHER MATTERS

‘‘SEC. 2251. ADVISORY PANEL ON REFORM IN FI-
NANCING OF TEACHING HOSPITALS
AND GRADUATE MEDICAL EDU-
CATION.

‘‘(a) ESTABLISHMENT.—The Chair of the
Medicare Payment Review Commission
under section 1806 shall establish a tem-
porary advisory panel to be known as the
Advisory Panel on Financing for Teaching
Hospitals and Graduate Medical Education
(in this section referred to as the ‘Panel’).

‘‘(b) DUTIES.—The Panel shall develop rec-
ommendations on whether and to what ex-
tent Federal policies regarding teaching hos-
pitals and graduate medical education
should be reformed, including recommenda-
tions regarding the following:

‘‘(1) The financing of graduate medical
education, including consideration of alter-
native broad-based sources of funding for
such education.

‘‘(2) The financing of teaching hospitals,
including consideration of the difficulties en-
countered by such hospitals as competition
among health care entities increases. Mat-
ters considered under this paragraph shall
include consideration of the effects on teach-
ing hospitals of the method of financing used
for the MedicarePlus program under part C
of title XVIII.

‘‘(3) The methodology for making pay-
ments for graduate medical education, and
the selection of entities to receive the pay-
ments. Matters considered under this para-
graph shall include the following:

‘‘(A) The methodology under part B for
making payments from the Fund, including
the use of data from the fiscal years 1992
through 1994, and including the methodology
that applies with respect to consolidations
and mergers of participants in the program
under such part and with respect to the in-
clusion of additional participants in the pro-
gram.

‘‘(B) Issues regarding children’s hospitals,
and approved medical residency training pro-
grams in pediatrics.

‘‘(C) Whether and to what extent payments
are being made (or should be made) for grad-
uate training in the various nonphysician
health professions.

‘‘(4) Federal policies regarding inter-
national medical graduates.

‘‘(5) The dependence of schools of medicine
on service-generated income.

‘‘(6) The effects of the amendments made
by section 15412 of the Medicare Preservation
Act of 1995, including adverse effects on
teaching hospitals that result from modifica-
tions in policies regarding international
medical graduates.

‘‘(7) Whether and to what extent the needs
of the United States regarding the supply of
physicians will change during the 10-year pe-
riod beginning on October 1, 1995, and wheth-
er and to what extent any such changes will
have significant financial effects on teaching
hospitals.

‘‘(8) The appropriate number and mix of
residents.
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‘‘(c) COMPOSITION.—Not later than three

months after being designated as the initial
chair of the Medicare Payment Review Com-
mission, the Chair of the Commission shall
appoint to the Panel 19 individuals who are
not members of the Commission, who are not
officers or employees of the United States,
and who possess expertise on matters on
which the Panel is to make recommenda-
tions under subsection (b). Such individuals
shall include the following:

‘‘(1) Deans from allopathic and osteopathic
schools of medicine.

‘‘(2) Chief executive officers (or equivalent
administrative heads) from academic health
centers, integrated health care systems, ap-
proved medical residency training programs,
and teaching hospitals that sponsor approved
medical residency training programs.

‘‘(3) Chairs of departments or divisions
from allopathic and osteopathic schools of
medicine, schools of dentistry, and approved
medical residency training programs in oral
surgery.

‘‘(4) Individuals with leadership experience
from each of the fields of advanced practice
nursing, physician assistants, and podiatric
medicine.

‘‘(5) Individuals with substantial experi-
ence in the study of issues regarding the
composition of the health care workforce of
the United States.

‘‘(6) Individuals with expertise on the fi-
nancing of health care.

‘‘(7) Representatives from health insurance
organizations and health plan organizations.

‘‘(d) RELATIONSHIP OF PANEL TO MEDICARE
PAYMENT REVIEW COMMISSION.—From
amounts appropriated under subsection (n),
the Medicare Payment Review Commission
shall provide for the Panel such staff and ad-
ministrative support (including quarters for
the Panel) as may be necessary for the Panel
to carry out the duties under subsection (b).

‘‘(e) CHAIR.—The Panel shall designate a
member of the Panel to serve as the Chair of
the Panel.

‘‘(f) MEETINGS.—The Panel shall meet at
the call of the Chair or a majority of the
members, except that the first meeting of
the Panel shall be held not later than three
months after the date on which appoint-
ments under subsection (c) are completed.

‘‘(g) TERMS.—The term of a member of the
Panel is the duration of the Panel.

‘‘(h) VACANCIES.—
‘‘(1) IN GENERAL.—A vacancy in the mem-

bership of the Panel does not affect the
power of the remaining members to carry
out the duties under subsection (b). A va-
cancy in the membership of the Panel shall
be filled in the manner in which the original
appointment was made.

‘‘(2) INCOMPLETE TERM.—If a member of the
Panel does not serve the full term applicable
to the member, the individual appointed to
fill the resulting vacancy shall be appointed
for the remainder of the term of the prede-
cessor of the individual.

‘‘(i) COMPENSATION; REIMBURSEMENT OF EX-
PENSES.—

‘‘(1) COMPENSATION.—Members of the Panel
shall receive compensation for each day (in-
cluding traveltime) engaged in carrying out
the duties of the Committee. Such com-
pensation may not be in an amount in excess
of the daily equivalent of the annual maxi-
mum rate of basic pay payable under the
General Schedule (under title 5, United
States Code) for positions above GS–15.

‘‘(2) REIMBURSEMENT.—Members of the
Panel may, in accordance with chapter 57 of
title 5, United States Code, be reimbursed for
travel, subsistence, and other necessary ex-
penses incurred in carrying out the duties of
the Panel.

‘‘(j) CONSULTANTS.—The Panel may procure
such temporary and intermittent services of

consultants under section 3109(b) of title 5,
United States Code, as the Panel may deter-
mine to be useful in carrying out the duties
under subsection (b). The Panel may not pro-
cure services under this subsection at any
rate in excess of the daily equivalent of the
maximum annual rate of basic pay payable
under the General Schedule for positions
above GS–15. Consultants under this sub-
section may, in accordance with chapter 57
of title 5, United States Code, be reimbursed
for travel, subsistence, and other necessary
expenses incurred for activities carried out
on behalf of the Panel pursuant to sub-
section (b).

‘‘(k) POWERS.—
‘‘(1) IN GENERAL.—For the purpose of carry-

ing out the duties of the Panel under sub-
section (b), the Panel may hold such hear-
ings, sit and act at such times and places,
take such testimony, and receive such evi-
dence as the Panel considers appropriate.

‘‘(2) OBTAINING OFFICIAL INFORMATION.—
Upon the request of the Panel, the heads of
Federal agencies shall furnish directly to the
Panel information necessary for the Panel to
carry out the duties under subsection (b).±

‘‘(3) USE OF MAILS.—The Panel may use the
United States mails in the same manner and
under the same conditions as Federal agen-
cies.

‘‘(l) REPORTS.—
‘‘(1) FIRST INTERIM REPORT.—Not later than

one year after the date of the enactment of
the Medicare Preservation Act of 1995, the
Panel shall submit to the Congress a report
providing the recommendations of the Panel
regarding the matters specified in para-
graphs (1) through (4) of subsection (b).

‘‘(2) SECOND INTERIM REPORT.—Not later
than 2 years after the date of enactment
specified in paragraph (1), the Panel shall
submit to the Congress a report providing
the recommendations of the Panel regarding
the matters specified in paragraphs (5) and
(6) of subsection (b).

‘‘(3) FINAL REPORT.—Not later than 3 years
after the date of enactment specified in para-
graph (1), the Panel shall submit to the Con-
gress a final report providing the rec-
ommendations of the Panel under subsection
(b).

‘‘(m) DURATION.—The Panel terminates
upon the expiration of the 180-day period be-
ginning on the date on which the final report
under subsection (l)(3) is submitted to the
Congress.

‘‘(n) AUTHORIZATION OF APPROPRIATIONS.—
‘‘(1) IN GENERAL.—Subject to paragraph (2),

for the purpose of carrying out this section,
there are authorized to be appropriated such
sums as may be necessary for each of the fis-
cal years 1996 through 1999.

‘‘(2) LIMITATION.—The authorization of ap-
propriations established in paragraph (1) is
effective only with respect to appropriations
made from allocations under section 302(b) of
the Congressional Budget Act of 1974—

‘‘(A) for the Subcommittee on Labor,
Health and Human Services, and Education,
Committee on Appropriations of the House
of Representatives, in the case of any bill,
resolution, or amendment considered in the
House; and

‘‘(B) for the Subcommittee on Labor,
Health and Human Services, and Education,
Committee on Appropriations of the Senate,
in the case of any bill, resolution, or amend-
ment considered in the Senate.’’.
Subtitle F—Provisions Relating to Medicare

Part A
PART 1—HOSPITALS

Subpart A—General Provisions Relating to
Hospitals

SEC. 15501. REDUCTIONS IN INFLATION UPDATES
FOR PPS HOSPITALS.

Section 1886(b)(3)(B)(i) (42 U.S.C.
1395ww(b)(3)(B)(i)) is amended by striking

subclauses (XI), (XII), and (XIII) and insert-
ing the following:

‘‘(XI) for fiscal year 1996, the market bas-
ket percentage increase minus 2.5 percentage
points for hospitals in all areas,

‘‘(XII) for each of the fiscal years 1997
through 2002, the market basket percentage
increase minus 2.0 percentage points for hos-
pitals in all areas, and

‘‘(XIII) for fiscal year 2003 and each subse-
quent fiscal year, the market basket per-
centage increase for hospitals in all areas.’’.
SEC. 15502. REDUCTIONS IN DISPROPORTIONATE

SHARE PAYMENT ADJUSTMENTS.
(a) IN GENERAL.—Section 1886(d)(5)(F) (42

U.S.C. 1395ww(d)(5)(F)) is amended—
(1) in clause (ii), by striking ‘‘The amount’’

and inserting ‘‘Subject to clause (ix), the
amount’’; and

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

‘‘(ix) In the case of discharges occurring on
or after October 1, 1995, the additional pay-
ment amount otherwise determined under
clause (ii) shall be reduced as follows:

‘‘(I) For discharges occurring on or after
October 1, 1995, and on or before September
30, 1996, by 20 percent.

‘‘(II) For discharges occurring on or after
October 1, 1996, and on or before September
30, 1997, by 25 percent.

‘‘(III) For discharges occurring on or after
October 1, 1997, by 30 percent.’’.

(b) CONFORMING AMENDMENT RELATING TO
DETERMINATION OF STANDARDIZED
AMOUNTS.—Section 1886(d)(2)(C)(iv) (42 U.S.C.
1395ww(d)(2)(C)(iv)) is amended by striking
the period at the end and inserting the fol-
lowing: ‘‘, and the Secretary shall not take
into account any reductions in the amount
of such additional payments resulting from
the amendments made by section 15502(a) of
the Medicare Preservation Act of 1995.’’.
SEC. 15503. PAYMENTS FOR CAPITAL-RELATED

COSTS FOR INPATIENT HOSPITAL
SERVICES.

(a) REDUCTION IN PAYMENTS FOR PPS HOS-
PITALS.—

(1) CONTINUATION OF CURRENT REDUC-
TIONS.—Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended in the second
sentence—

(A) by striking ‘‘through 1995’’ and insert-
ing ‘‘through 2002’’; and

(B) by inserting after ‘‘10 percent reduc-
tion’’ the following: ‘‘(or a 15 percent reduc-
tion in the case of payments during fiscal
years 1996 through 2002)’’.

(2) REDUCTION IN BASE PAYMENT RATES.—
Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended by adding at the
end the following new sentence: ‘‘In addition
to the reduction described in the preceding
sentence, for discharges occurring after Sep-
tember 30, 1995, the Secretary shall reduce by
7.47 percent the unadjusted standard Federal
capital payment rate (as described in 42 CFR
412.308(c), as in effect on the date of the en-
actment of the Medicare Preservation Act of
1995) and shall reduce by 8.27 percent the
unadjusted hospital-specific rate (as de-
scribed in 42 CFR 412.328(e)(1), as in effect on
such date of enactment).’’.

(b) REDUCTION IN PAYMENTS FOR PPS-EX-
EMPT HOSPITALS.—Section 1886(g) (42 U.S.C.
1395ww(g)) is amended by adding at the end
the following new paragraph:

‘‘(4)(A) Except as provided in subparagraph
(B), in determining the amount of the pay-
ments that may be made under this title
with respect to all the capital-related costs
of inpatient hospital services furnished dur-
ing fiscal years 1996 through 2002 of a hos-
pital which is not a subsection (d) hospital or
a subsection (d) Puerto Rico hospital, the
Secretary shall reduce the amounts of such
payments otherwise determined under this
title by 15 percent.
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‘‘(B) Subparagraph (A) shall not apply to

payments with respect to the capital-related
costs of any hospital that is a sole commu-
nity hospital (as defined in subsection
(d)(5)(D)(iii) or a rural primary care hospital
(as defined in section 1861(mm)(1)).’’.

(c) HOSPITAL-SPECIFIC ADJUSTMENT FOR
CAPITAL-RELATED TAX COSTS.—Section
1886(g)(1) (42 U.S.C. 1395ww(g)(1)) is amend-
ed—

(1) by redesignating subparagraph (C) as
subparagraph (D), and

(2) by inserting after subparagraph (B) the
following:

‘‘(C)(i) For discharges occurring after Sep-
tember 30, 1995, such system shall provide for
an adjustment in an amount equal to the
amount determined under clause (iv) for cap-
ital-related tax costs for each hospital that
is eligible for such adjustment.

‘‘(ii) Subject to clause (iii), a hospital is el-
igible for an adjustment under this subpara-
graph, with respect to discharges occurring
in a fiscal year, if the hospital—

‘‘(I) is a hospital that may otherwise re-
ceive payments under this subsection,

‘‘(II) is not a public hospital, and
‘‘(III) incurs capital-related tax costs for

the fiscal year.
‘‘(iii)(I) In the case of a hospital that first

incurs capital-related tax costs in a fiscal
year after fiscal year 1992 because of a
change from nonproprietary to proprietary
status or because the hospital commenced
operation after such fiscal year, the first fis-
cal year for which the hospital shall be eligi-
ble for such adjustment is the second full fis-
cal year following the fiscal year in which
the hospital first incurs such costs.

‘‘(II) In the case of a hospital that first in-
curs capital-related tax costs in a fiscal year
after fiscal year 1992 because of a change in
State or local tax laws, the first fiscal year
for which the hospital shall be eligible for
such adjustment is the fourth full fiscal year
following the fiscal year in which the hos-
pital first incurs such costs.

‘‘(iv) The per discharge adjustment under
this clause shall be equal to the hospital-spe-
cific capital-related tax costs per discharge
of a hospital for fiscal year 1992 (or, in the
case of a hospital that first incurs capital-re-
lated tax costs for a fiscal year after fiscal
year 1992, for the first full fiscal year for
which such costs are incurred), updated to
the fiscal year to which the adjustment ap-
plies. Such per discharge adjustment shall be
added to the Federal capital rate, after such
rate has been adjusted as described in 42 CFR
412.312 (as in effect on the date of the enact-
ment of the Medicare Preservation Act of
1995), and before such rate is multiplied by
the applicable Federal rate percentage.

‘‘(v) For purposes of this subparagraph,
capital-related tax costs include—

‘‘(I) the costs of taxes on land and depre-
ciable assets owned by a hospital (or related
organization) and used for patient care,

‘‘(II) payments in lieu of such taxes (made
by hospitals that are exempt from taxation),
and

‘‘(III) the costs of taxes paid by a hospital
(or related organization) as lessee of land,
buildings, or fixed equipment from a lessor
that is unrelated to the hospital (or related
organization) under the terms of a lease that
requires the lessee to pay all expenses (in-
cluding mortgage, interest, and amortiza-
tion) and leaves the lessor with an amount
free of all claims (sometimes referred to as a
‘net net net’ or ‘triple net’ lease).
In determining the adjustment required
under clause (i), the Secretary shall not take
into account any capital-related tax costs of
a hospital to the extent that such costs are
based on tax rates and assessments that ex-
ceed those for similar commercial prop-
erties.

‘‘(vi) The system shall provide that the
Federal capital rate for any fiscal year after
September 30, 1995, shall be reduced by a per-
centage sufficient to ensure that the adjust-
ments required to be paid under clause (i) for
a fiscal year neither increase nor decrease
the total amount that would have been paid
under this system but for the payment of
such adjustments for such fiscal year.’’.

(d) REVISION OF EXCEPTIONS PROCESS
UNDER PROSPECTIVE PAYMENT SYSTEM FOR
CERTAIN PROJECTS.—

(1) IN GENERAL.—Section 1886(g)(1) (42
U.S.C. 1395ww(g)(1)), as amended by sub-
section (c), is amended—

(A) by redesignating subparagraph (D) as
subparagraph (E), and

(B) by inserting after subparagraph (C) the
following:

‘‘(D) The exceptions under the system pro-
vided by the Secretary under subparagraph
(B)(iii) shall include the provision of excep-
tion payments under the special exceptions
process provided under 42 CFR 412.348(g) (as
in effect on September 1, 1995), except that
the Secretary shall revise such process as
follows:

‘‘(i) A hospital with at least 100 beds which
is located in an urban area shall be eligible
under such process without regard to its dis-
proportionate patient percentage under sub-
section (d)(5)(F) or whether it qualifies for
additional payment amounts under such sub-
section.

‘‘(ii) The minimum payment level for
qualifying hospitals shall be 85 percent.

‘‘(iii) A hospital shall be considered to
meet the requirement that it completes the
project involved no later than the end of the
hospital’s last cost reporting period begin-
ning after October 1, 2001, if—

‘‘(I) the hospital has obtained a certificate
of need for the project approved by the State
or a local planning authority, and

‘‘(II) by September 1, 1995, the hospital has
expended on the project at least $750,000 or 10
percent of the estimated cost of the project.

‘‘(iv) The amount of the exception payment
made shall not be reduced by any offsetting
amounts.’’.

(2) CONFORMING AMENDMENT.—Section
1886(g)(1)(B)(iii) (42 U.S.C.
1395ww(g)(1)(B)(iii)) is amended by striking
‘‘may provide’’ and inserting ‘‘shall provide
(in accordance with subparagraph (D))’’.
SEC. 15504. REDUCTION IN ADJUSTMENT FOR IN-

DIRECT MEDICAL EDUCATION.
For provisions modifying medicare pay-

ment policies regarding graduate medical
education, see part 2 of subtitle E.
SEC. 15505. TREATMENT OF PPS-EXEMPT HOS-

PITALS.
(a) UPDATES.—Section 1886(b)(3)(B)(ii)(V)

(42 U.S.C. 1395ww(b)(3)(B)(ii)(V)) is amended
by striking ‘‘thorugh 1997’’ and inserting
‘‘through 2002’’.

(b) REBASING FOR CERTAIN LONG-TERM
CARE HOSPITALS.—

(1) IN GENERAL.—Section 1886(b)(3) (42
U.S.C. 1395ww(b)(3)) is amended—

(A) in subparagraph (A), by striking ‘‘and
(E)’’ and inserting ‘‘(E), and (F)’’;

(B) in subparagraph (B)(ii), by striking
‘‘(A) and (E)’’ and inserting ‘‘(A), (E), and
(F)’’; and

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

‘‘(F)(i) In the case of a qualified long-term
care hospital (as defined in clause (ii)), the
term ‘target amount’ means—

‘‘(I) with respect to the first 12-month cost
reporting period in which this subparagraph
is applied to the hospital, the allowable oper-
ating costs of inpatient hospital services (as
defined in subsection (a)(4)) recognized under
this title for the hospital for the 12-month
cost reporting period beginning during fiscal
year 1991; or

‘‘(II) with respect to a later cost reporting
period, the target amount for the preceding
cost reporting period, increase by the appli-
cable percentage increase under subpara-
graph (B)(ii) for that later cost reporting pe-
riod.

‘‘(ii) In clause (i), a ‘qualified long-term
care hospital’ means, with respect to a cost
reporting period, a hospital described in
clause (iv) of subsection (d)(1)(B) during fis-
cal year 1995 for which the hospital’s allow-
able operating costs of inpatient hospital
services recognized under this title for each
of the two most recent previous 12-month
cost reporting periods exceeded the hos-
pital’s target amount determined under this
paragraph for such cost reporting periods, if
the hospital—

‘‘(I) has a disproportionate patient percent-
age during such cost reporting period (as de-
termined by the Secretary under subsection
(d)(5)(F)(vi) as if the hospital were a sub-
section (d) hospital) of at least 25 percent, or

‘‘(II) is located in a State for which no pay-
ment is made under the State plan under
title XIX for days of inpatient hospital serv-
ices furnished to any individual in excess of
the limit on the number of days of such serv-
ices furnished to the individual for which
payment may be made under this title.’’.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to dis-
charges occurring during cost reporting peri-
ods beginning on or after October 1, 1995.

(c) TREATMENT OF CERTAIN LONG-TERM
CARE HOSPITALS LOCATED WITHIN OTHER HOS-
PITALS.—

(1) IN GENERAL.—Section 1886(d)(1)(B) (42
U.S.C. 1395ww(d)(1)(B)) is amended in the
matter following clause (v) by striking the
period and inserting the following: ‘‘, or a
hospital classified by the Secretary as a
long-term care hospital on or before Septem-
ber 30, 1995, and located in the same building
as, or on the same campus as, another hos-
pital.’’.

(2) STUDY BY REVIEW COMMISSION.—Not
later than 12 months after the date a major-
ity of the members of the Medicare Payment
Review Commission are first appointed, the
Commission shall submit a report to Con-
gress containing recommendations for appro-
priate revisions in the treatment of long-
term care hospitals located in the same
building as or on the same campus as an-
other hospital for purposes of section 1886 of
the Social Security Act.

(3) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to dis-
charges occurring on or after October 1, 1995.

(d) STUDY OF PROSPECTIVE PAYMENT SYS-
TEM FOR REHABILITATION HOSPITALS AND
UNITS.—

(1) IN GENERAL.—After consultation with
the Prospective Payment Assessment Com-
mission, providers of rehabilitation services,
and other appropriate parties, the Secretary
of Health and Human Services shall submit
to Congress, by not later than June 1, 1996, a
report on the advisability and feasibility of
providing for payment based on a prospective
payment system for inpatient services of re-
habilitation hospitals and units under the
medicare program.

(2) ITEMS INCLUDED.—The report shall in-
clude the following:

(A) The available and preferred systems of
classifying rehabilitation patients relative
to duration and intensity of inpatient serv-
ices, including the use of functional-related
groups (FRGs).

(B) The means of calculating medicare pro-
gram payments to reflect such patient re-
quirements.

(C) Other appropriate adjustments which
should be made, such as for geographic vari-
ations in wages and other costs and outliers.
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(D) A timetable under which such a system

might be introduced.
(E) Whether such a system should be ap-

plied to other types of providers of inpatient
rehabilitation services.
SEC. 15506. REDUCTION IN PAYMENTS TO HOS-

PITALS FOR ENROLLEES’ BAD
DEBTS.

(a) IN GENERAL.—Section 1861(v)(1) (42
U.S.C. 1395x(v)(1)) is amended by adding at
the end the following new subparagraph:

‘‘(T)(i) In determining such reasonable
costs for hospitals, the amount of bad debts
otherwise treated as allowable costs which
are attributable to the deductibles and coin-
surance amounts under this title shall be re-
duced by—

‘‘(I) 75 percent for cost reporting periods
beginning during fiscal year 1996,

‘‘(II) 60 percent for cost reporting periods
beginning during fiscal year 1997, and

‘‘(III) 50 percent for subsequent cost report-
ing periods.

‘‘(ii) Clause (i) shall not apply with respect
to bad debt of a hospital described in section
1886(d)(1)(B)(iv) if the debt is attributable to
uncollectable deductible and coinsurance
payments owed by individuals enrolled in a
State plan under title XIX or under the
MediGrant program under title XXI.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to hos-
pital cost reporting periods beginning on or
after October 1, 1995.
SEC. 15507. PERMANENT EXTENSION OF HEMO-

PHILIA PASS-THROUGH.
Effective as if included in the enactment of

OBRA–1989, section 6011(d) of such Act (as
amended by section 13505 of OBRA–1993) is
amended by striking ‘‘and shall expire Sep-
tember 30, 1994’’.
SEC. 15508. CONFORMING AMENDMENT TO CER-

TIFICATION OF CHRISTIAN SCIENCE
PROVIDERS.

(a) HOSPITALS.—Section 1861(e) (42 U.S.C.
1395x(e)) is amended in the sixth sentence by
inserting after ‘‘Massachusetts,’’ the follow-
ing: ‘‘or by the Commission for Accredita-
tion of Christian Science Nursing Organiza-
tions/Facilities, Inc.,’’.

(b) SKILLED NURSING FACILITIES.—Section
1861(y)(1) is amended by inserting after
‘‘Massachusetts,’’ the following: ‘‘or by the
Commission for Accreditation of Christian
Science Nursing Organizations/Facilities,
Inc.,’’.

Subpart B—Provisions Relating to Rural
Hospitals

SEC. 15511. SOLE COMMUNITY HOSPITALS.
(a) UPDATE.—Section 1886(b)(3)(B)(iv) (42

U.S.C. 1395ww(b)(3)(B)(iv)) is amended—
(A) in subclause (III), by striking ‘‘and’’ at

the end; and
(B) by striking subclause (IV) and inserting

the following:
‘‘(IV) for each of the fiscal years 1996

through 2000, the market basket percentage
increase minus 1 percentage points, and

‘‘(V) for fiscal year 2001 and each subse-
quent fiscal year, the applicable percentage
increase under clause (i).’’.

(b) STUDY OF IMPACT OF SOLE COMMUNITY
HOSPITAL DESIGNATIONS.—

(1) STUDY.—The Medicare Payment Review
Commission shall conduct a study of the im-
pact of the designation of hospitals as sole
community hospitals under the medicare
program on the delivery of health care serv-
ices to individuals in rural areas, and shall
include in the study an analysis of the char-
acteristics of the hospitals designated as
such sole community hospitals under the
program.

(2) REPORT.—Not later than 12 months
after the date a majority of the members of
the Commission are first appointed, the
Commission shall submit to Congress a re-

port on the study conducted under paragraph
(1).
SEC. 15512. CLARIFICATION OF TREATMENT OF

EAC AND RPC HOSPITALS.
Paragraphs (1)(A)(i) and (2)(A)(i) of section

1820(i) (42 U.S.C. 1395i–4(i)) are each amended
by striking the semicolon at the end and in-
serting the following: ‘‘, or in a State which
the Secretary finds would receive a grant
under such subsection during a fiscal year if
funds were appropriated for grants under
such subsection for the fiscal year;’’.
SEC. 15513. ESTABLISHMENT OF RURAL EMER-

GENCY ACCESS CARE HOSPITALS.
(a) IN GENERAL.—Section 1861 (42 U.S.C.

1395x) is amended by adding at the end the
following new subsection:
‘‘Rural Emergency Access Care Hospital;

Rural Emergency Access Care Hospital
Services
‘‘(oo)(1) The term ‘rural emergency access

care hospital’ means, for a fiscal year, a fa-
cility with respect to which the Secretary
finds the following:

‘‘(A) The facility is located in a rural area
(as defined in section 1886(d)(2)(D)).

‘‘(B) The facility was a hospital under this
title at any time during the 5-year period
that ends on the date of the enactment of
this subsection.

‘‘(C) The facility is in danger of closing due
to low inpatient utilization rates and operat-
ing losses, and the closure of the facility
would limit the access to emergency services
of individuals residing in the facility’s serv-
ice area.

‘‘(D) The facility has entered into (or plans
to enter into) an agreement with a hospital
with a participation agreement in effect
under section 1866(a), and under such agree-
ment the hospital shall accept patients
transferred to the hospital from the facility
and receive data from and transmit data to
the facility.

‘‘(E) There is a practitioner who is quali-
fied to provide advanced cardiac life support
services (as determined by the State in
which the facility is located) on-site at the
facility on a 24-hour basis.

‘‘(F) A physician is available on-call to
provide emergency medical services on a 24-
hour basis.

‘‘(G) The facility meets such staffing re-
quirements as would apply under section
1861(e) to a hospital located in a rural area,
except that—

‘‘(i) the facility need not meet hospital
standards relating to the number of hours
during a day, or days during a week, in
which the facility must be open, except inso-
far as the facility is required to provide
emergency care on a 24-hour basis under sub-
paragraphs (E) and (F); and

‘‘(ii) the facility may provide any services
otherwise required to be provided by a full-
time, on-site dietitian, pharmacist, labora-
tory technician, medical technologist, or ra-
diological technologist on a part-time, off-
site basis.

‘‘(H) The facility meets the requirements
applicable to clinics and facilities under sub-
paragraphs (C) through (J) of paragraph (2)
of section 1861(aa) and of clauses (ii) and (iv)
of the second sentence of such paragraph (or,
in the case of the requirements of subpara-
graph (E), (F), or (J) of such paragraph,
would meet the requirements if any ref-
erence in such subparagraph to a ‘nurse prac-
titioner’ or to ‘nurse practitioners’ were
deemed to be a reference to a ‘nurse practi-
tioner or nurse’ or to ‘nurse practitioners or
nurses’); except that in determining whether
a facility meets the requirements of this sub-
paragraph, subparagraphs (E) and (F) of that
paragraph shall be applied as if any reference
to a ‘physician’ is a reference to a physician
as defined in section 1861(r)(1).

‘‘(2) The term ‘rural emergency access care
hospital services’ means the following serv-
ices provided by a rural emergency access
care hospital and furnished to an individual
over a continuous period not to exceed 24
hours (except that such services may be fur-
nished over a longer period in the case of an
individual who is unable to leave the hos-
pital because of inclement weather):

‘‘(A) An appropriate medical screening ex-
amination (as described in section 1867(a)).

‘‘(B) Necessary stabilizing examination and
treatment services for an emergency medical
condition and labor (as described in section
1867(b)).’’.

(b) REQUIRING RURAL EMERGENCY ACCESS
CARE HOSPITALS TO MEET HOSPITAL ANTI-
DUMPING REQUIREMENTS.—Section 1867(e)(5)
(42 U.S.C. 1395dd(e)(5)) is amended by strik-
ing ‘‘1861(mm)(1))’’ and inserting
‘‘1861(mm)(1)) and a rural emergency access
care hospital (as defined in section
1861(oo)(1))’’.

(c) REFERENCE TO PAYMENT PROVISIONS
UNDER PART B.—For provisions relating to
payment for rural emergency access care
hospital services under part B, see section
15607.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to fiscal
years beginning on or after October 1, 1995.
SEC. 15514. CLASSIFICATION OF RURAL REFER-

RAL CENTERS.
(a) PROHIBITING DENIAL OF REQUEST FOR

RECLASSIFICATION ON BASIS OF COMPARABIL-
ITY OF WAGES.—

(1) IN GENERAL.—Section 1886(d)(10)(D) (42
U.S.C. 1395ww(d)(10)(D)) is amended—

(A) by redesignating clause (iii) as clause
(iv); and

(B) by inserting after clause (ii) the follow-
ing new clause:

‘‘(iii) Under the guidelines published by the
Secretary under clause (i), in the case of a
hospital which is classified by the Secretary
as a rural referral center under paragraph
(5)(C), the Board may not reject the applica-
tion of the hospital under this paragraph on
the basis of any comparison between the av-
erage hourly wage of the hospital and the av-
erage hourly wage of hospitals in the area in
which it is located.’’.

(2) EFFECTIVE DATE.—Notwithstanding sec-
tion 1886(d)(10)(C)(ii) of the Social Security
Act, a hospital may submit an application to
the Medicare Geographic Classification Re-
view Board during the 30-day period begin-
ning on the date of the enactment of this Act
requesting a change in its classification for
purposes of determining the area wage index
applicable to the hospital under section
1886(d)(3)(D) of such Act for fiscal year 1997,
if the hospital would be eligible for such a
change in its classification under the stand-
ards described in section 1886(d)(10)(D) (as
amended by paragraph (1)) but for its failure
to meet the deadline for applications under
section 1886(d)(10)(C)(ii).

(b) CONTINUING TREATMENT OF PREVIOUSLY
DESIGNATED CENTERS.—Any hospital classi-
fied as a rural referral center by the Sec-
retary of Health and Human Services under
section 1886(d)(5)(C) of the Social Security
Act for fiscal year 1994 shall be classified as
such a rural referral center for fiscal year
1996 and each subsequent fiscal year.
SEC. 15515. FLOOR ON AREA WAGE INDEX.

(a) IN GENERAL.—For purposes of section
1886(d)(3)(E) of the Social Security Act for
discharges occurring on or after October 1,
1995, the area wage index applicable under
such section to any hospital which is not lo-
cated in a rural area (as defined in section
1886(d)(2)(D) of such Act) may not be less
than the average of the area wage indices ap-
plicable under such section to hospitals lo-
cated in rural areas in the State in which the
hospital is located.
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(b) BUDGET-NEUTRALITY IN IMPLEMENTA-

TION.—The Secretary of Health and Human
Services shall adjust the area wage indices
referred to in subsection (a) for hospitals not
described in such subsection in a manner
which assures that the aggregate payments
made under section 1886(d) of the Social Se-
curity Act in a fiscal year for the operating
costs of inpatient hospital services are not
greater or less than those which would have
been made in the year if this section did not
apply.
PART 2—PAYMENTS TO SKILLED NURSING

FACILITIES
SEC. 15521. PAYMENTS FOR ROUTINE SERVICE

COSTS.
(a) CLARIFICATION OF DEFINITION OF ROU-

TINE SERVICE COSTS.—Section 1888 (42 U.S.C.
1395yy) is amended by adding at the end the
following new subsection:

‘‘(e) For purposes of this section, the ‘rou-
tine service costs’ of a skilled nursing facil-
ity are all costs which are attributable to
nursing services, room and board, adminis-
trative costs, other overhead costs, and all
other ancillary services (including supplies
and equipment), excluding costs attributable
to covered non-routine services subject to
payment limits under section 1888A.’’.

(b) CONFORMING AMENDMENT.—Section 1888
(42 U.S.C. 1395yy) is amended in the heading
by inserting ‘‘AND CERTAIN ANCILLARY’’ after
‘‘SERVICE’’.
SEC. 15522. INCENTIVES FOR COST EFFECTIVE

MANAGEMENT OF COVERED NON-
ROUTINE SERVICES.

(a) IN GENERAL.—Title XVIII is amended by
inserting after section 1888 the following new
section:
‘‘INCENTIVES FOR COST-EFFECTIVE MANAGE-

MENT OF COVERED NON-ROUTINE SERVICES OF
SKILLED NURSING FACILITIES

‘‘SEC. 1888A. (a) DEFINITIONS.—For purposes
of this section:

‘‘(1) COVERED NON-ROUTINE SERVICES.—The
term ‘covered non-routine services’ means
post-hospital extended care services consist-
ing of any of the following:

‘‘(A) Physical or occupational therapy or
speech-language pathology services, or res-
piratory therapy, including supplies and sup-
port services incident to such services and
therapy.

‘‘(B) Prescription drugs.
‘‘(C) Complex medical equipment.
‘‘(D) Intravenous therapy and solutions

(including enteral and parenteral nutrients,
supplies, and equipment).

‘‘(E) Radiation therapy.
‘‘(F) Diagnostic services, including labora-

tory, radiology (including computerized to-
mography services and imaging services),
and pulmonary services.

‘‘(2) SNF MARKET BASKET PERCENTAGE IN-
CREASE.—The term ‘SNF market basket per-
centage increase’ for a fiscal year means a
percentage equal to the percentage increase
in routine service cost limits for the year
under section 1888(a).

‘‘(3) STAY.—The term ‘stay’ means, with
respect to an individual who is a resident of
a skilled nursing facility, a period of contin-
uous days during which the facility provides
extended care services for which payment
may be made under this title with respect to
the individual during the individual’s spell of
illness.

‘‘(b) NEW PAYMENT METHOD FOR COVERED
NON-ROUTINE SERVICES.—

‘‘(1) IN GENERAL.—Subject to subsection (c),
a skilled nursing facility shall receive in-
terim payments under this title for covered
non-routine services furnished to an individ-
ual during a cost reporting period beginning
during a fiscal year (after fiscal year 1996) in
an amount equal to the reasonable cost of
providing such services in accordance with

section 1861(v). The Secretary may adjust
such payments if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this para-
graph for a cost reporting period would sub-
stantially exceed the cost reporting period
limit determined under subsection (c)(1)(B).

‘‘(2) RESPONSIBILITY OF SKILLED NURSING
FACILITY TO MANAGE BILLINGS.—

‘‘(A) CLARIFICATION RELATING TO PART A
BILLING.—In the case of a covered non-rou-
tine service furnished to an individual who
(at the time the service is furnished) is a
resident of a skilled nursing facility who is
entitled to coverage under section 1812(a)(2)
for such service, the skilled nursing facility
shall submit a claim for payment under this
title for such service under part A (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise).

‘‘(B) PART B BILLING.—In the case of a cov-
ered non-routine service (other than a port-
able X-ray or portable electrocardiogram
treated as a physician’s service for purposes
of section 1848(j)(3)) furnished to an individ-
ual who (at the time the service is furnished)
is a resident of a skilled nursing facility who
is not entitled to coverage under section
1812(a)(2) for such service but is entitled to
coverage under part B for such service, the
skilled nursing facility shall submit a claim
for payment under this title for such service
under part B (without regard to whether or
not the item or service was furnished by the
facility, by others under arrangement with
them made by the facility, under any other
contracting or consulting arrangement, or
otherwise).

‘‘(C) MAINTAINING RECORDS ON SERVICES
FURNISHED TO RESIDENTS.—Each skilled nurs-
ing facility receiving payments for extended
care services under this title shall document
on the facility’s cost report all covered non-
routine services furnished to all residents of
the facility to whom the facility provided ex-
tended care services for which payment was
made under part A during a fiscal year (be-
ginning with fiscal year 1996) (without regard
to whether or not the services were furnished
by the facility, by others under arrangement
with them made by the facility, under any
other contracting or consulting arrange-
ment, or otherwise).

‘‘(c) RECONCILIATION OF AMOUNTS.—
‘‘(1) LIMIT BASED ON PER STAY LIMIT AND

NUMBER OF STAYS.—
‘‘(A) IN GENERAL.—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in excess of an
amount equal to the cost reporting period
limit determined under subparagraph (B),
the Secretary shall reduce the payments
made to the facility with respect to such
services for cost reporting periods beginning
during the following fiscal year in an
amount equal to such excess. The Secretary
shall reduce payments under this subpara-
graph at such times and in such manner dur-
ing a fiscal year as the Secretary finds nec-
essary to meet the requirement of this sub-
paragraph.

‘‘(B) COST REPORTING PERIOD LIMIT.—The
cost reporting period limit determined under
this subparagraph is an amount equal to the
product of—

‘‘(i) the per stay limit applicable to the fa-
cility under subsection (d) for the period; and

‘‘(ii) the number of stays beginning during
the period for which payment was made to
the facility for such services.

‘‘(C) PROSPECTIVE REDUCTION IN PAY-
MENTS.—In addition to the process for reduc-

ing payments described in subparagraph (A),
the Secretary may reduce payments made to
a facility under this section during a cost re-
porting period if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this section
for the period will substantially exceed the
cost reporting period limit for the period de-
termined under this paragraph.

‘‘(2) INCENTIVE PAYMENTS.—
‘‘(A) IN GENERAL.—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in an amount that
is less than the amount determined under
paragraph (1)(B), the Secretary shall pay the
skilled nursing facility in the following fis-
cal year an incentive payment equal to 50
percent of the difference between such
amounts, except that the incentive payment
may not exceed 5 percent of the aggregate
payments made to the facility under sub-
section (b) for the previous fiscal year (with-
out regard to subparagraph (B)).

‘‘(B) INSTALLMENT INCENTIVE PAYMENTS.—
The Secretary may make installment pay-
ments during a fiscal year to a skilled nurs-
ing facility based on the estimated incentive
payment that the facility would be eligible
to receive with respect to such fiscal year.

‘‘(d) DETERMINATION OF FACILITY PER STAY

LIMIT.—
‘‘(1) LIMIT FOR FISCAL YEAR 1997.—
‘‘(A) IN GENERAL.—Except as provided in

subparagraph (B), the Secretary shall estab-
lish separate per stay limits for hospital-
based and freestanding skilled nursing facili-
ties for the 12-month cost reporting period
beginning during fiscal year 1997 that are
equal to the sum of—

‘‘(i) 50 percent of the facility-specific stay
amount for the facility (as determined under
subsection (e)) for the last 12-month cost re-
porting period ending on or before Septem-
ber 30, 1994, increased (in a compounded man-
ner) by the SNF market basket percentage
increase for fiscal years 1995 through 1997;
and

‘‘(ii) 50 percent of the average of all facil-
ity-specific stay amounts for all hospital-
based facilities or all freestanding facilities
(whichever is applicable) during the cost re-
porting period described in clause (i), in-
creased (in a compounded manner) by the
SNF market basket percentage increase for
fiscal years 1995 through 1997.

‘‘(B) FACILITIES NOT HAVING 1994 COST RE-
PORTING PERIOD.—In the case of a skilled
nursing facility for which payments were not
made under this title for covered non-routine
services for the last 12-month cost reporting
period ending on or before September 30,
1994, the per stay limit for the 12-month cost
reporting period beginning during fiscal year
1997 shall be twice the amount determined
under subparagraph (A)(ii).

‘‘(2) LIMIT FOR SUBSEQUENT FISCAL YEARS.—
The per stay limit for a skilled nursing facil-
ity for a 12-month cost reporting period be-
ginning during a fiscal year after fiscal year
1997 is equal to the per stay limit established
under this subsection for the 12-month cost
reporting period beginning during the pre-
vious fiscal year, increased by the SNF mar-
ket basket percentage increase for such sub-
sequent fiscal year minus 2 percentage
points.

‘‘(3) REBASING OF AMOUNTS.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for an update to the facility-specific
amounts used to determine the per stay lim-
its under this subsection for cost reporting
periods beginning on or after October 1, 1999,
and every 2 years thereafter.
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‘‘(B) TREATMENT OF FACILITIES NOT HAVING

REBASED COST REPORTING PERIODS.—Para-
graph (1)(B) shall apply with respect to a
skilled nursing facility for which payments
were not made under this title for covered
non-routine services for the 12-month cost
reporting period used by the Secretary to up-
date facility-specific amounts under sub-
paragraph (A) in the same manner as such
paragraph applies with respect to a facility
for which payments were not made under
this title for covered non-routine services for
the last 12-month cost reporting period end-
ing on or before September 30, 1994.

‘‘(e) DETERMINATION OF FACILITY-SPECIFIC
STAY AMOUNTS.—The ‘facility-specific stay
amount’ for a skilled nursing facility for a
cost reporting period is the sum of—

‘‘(1) the average amount of payments made
to the facility under part A during the period
which are attributable to covered non-rou-
tine services furnished during a stay; and

‘‘(2) the Secretary’s best estimate of the
average amount of payments made under
part B during the period for covered non-rou-
tine services furnished to all residents of the
facility to whom the facility provided ex-
tended care services for which payment was
made under part A during the period (with-
out regard to whether or not the services
were furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise), as esti-
mated by the Secretary.

‘‘(f) INTENSIVE NURSING OR THERAPY
NEEDS.—

‘‘(1) IN GENERAL.—In applying subsection
(b) to covered non-routine services furnished
during a stay beginning during a cost report-
ing period beginning during a fiscal year to
a resident of a skilled nursing facility who
requires intensive nursing or therapy serv-
ices, the per stay limit determined for the
fiscal year under the methodology for such
resident shall be the per stay limit developed
under paragraph (2) instead of the per stay
limit determined under subsection (d)(1)(A).

‘‘(2) PER STAY LIMIT FOR INTENSIVE NEED
RESIDENTS.—Not later than June 30, 1996, the
Secretary, after consultation with the Medi-
care Payment Review Commission and
skilled nursing facility experts, shall develop
and publish a methodology for determining
on an annual basis a per stay limit for resi-
dents of a skilled nursing facility who re-
quire intensive nursing or therapy services.

‘‘(3) BUDGET NEUTRALITY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

‘‘(g) SPECIAL TREATMENT FOR MEDICARE
LOW VOLUME SKILLED NURSING FACILITIES.—
This section shall not apply with respect to
a skilled nursing facility for which payment
is made for routine service costs during a
cost reporting period on the basis of prospec-
tive payments under section 1888(d).

‘‘(h) EXCEPTIONS AND ADJUSTMENTS TO LIM-
ITS.—

‘‘(1) IN GENERAL.—The Secretary may make
exceptions and adjustments to the cost re-
porting limits applicable to a skilled nursing
facility under subsection (c)(1)(B) for a cost
reporting period, except that the total
amount of any additional payments made
under this section for covered non-routine
services during the cost reporting period as a
result of such exceptions and adjustments
may not exceed 5 percent of the aggregate
payments made to all skilled nursing facili-
ties for covered non-routine services during
the cost reporting period (determined with-
out regard to this paragraph).

‘‘(2) BUDGET NEUTRALITY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

‘‘(i) SPECIAL RULE FOR X-RAY SERVICES.—
Before furnishing a covered non-routine serv-
ice consisting of an X-ray service for which
payment may be made under part A or part
B to a resident, a skilled nursing facility
shall consider whether furnishing the service
through a provider of portable X-ray service
services would be appropriate, taking into
account the cost effectiveness of the service
and the convenience to the resident.’’.

(b) CONFORMING AMENDMENT.—Section
1814(b) (42 U.S.C. 1395f(b)) is amended in the
matter preceding paragraph (1) by striking
‘‘1813 and 1886’’ and inserting ‘‘1813, 1886, 1888,
and 1888A’’.
SEC. 15523. PAYMENTS FOR ROUTINE SERVICE

COSTS.
(a) MAINTAINING SAVINGS RESULTING FROM

TEMPORARY FREEZE ON PAYMENT IN-
CREASES.—

(1) BASING UPDATES TO PER DIEM COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—

(A) IN GENERAL.—The last sentence of sec-
tion 1888(a) (42 U.S.C. 1395yy(a)) is amended
by inserting before the period at the end the
following: ‘‘(except that such updates may
not take into account any changes in the
routine service costs of skilled nursing fa-
cilities occurring during cost reporting peri-
ods which began during fiscal year 1994 or
fiscal year 1995)’’.

(B) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by subparagraph (A) in
making any adjustments pursuant to section
1888(c) of the Social Security Act.

(2) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Any change made by the Secretary of
Health and Human Services in the amount of
any prospective payment paid to a skilled
nursing facility under section 1888(d) of the
Social Security Act for cost reporting peri-
ods beginning on or after October 1, 1995,
may not take into account any changes in
the costs of services occurring during cost
reporting periods which began during fiscal
year 1994 or fiscal year 1995.

(b) ESTABLISHMENT OF SCHEDULE FOR MAK-
ING ADJUSTMENTS TO LIMITS.—Section 1888(c)
(42 U.S.C. 1395yy(c)) is amended by striking
the period at the end of the second sentence
and inserting ‘‘, and may only make adjust-
ments under this subsection with respect to
a facility which applies for an adjustment
during an annual application period estab-
lished by the Secretary.’’.

(c) LIMITATION ON AGGREGATE INCREASE IN
PAYMENTS RESULTING FROM ADJUSTMENTS TO
LIMITS.—Section 1888(c) (42 U.S.C. 1395yy(c))
is amended—

(1) by striking ‘‘(c) The Secretary’’ and in-
serting ‘‘(c)(1) Subject to paragraph (2), the
Secretary’’; and

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

‘‘(2) The Secretary may not make any ad-
justments under this subsection in the limits
set forth in subsection (a) for a cost report-
ing period beginning during a fiscal year to
the extent that the total amount of the addi-
tional payments made under this title as a
result of such adjustments is greater than an
amount equal to—

‘‘(A) for cost reporting periods beginning
during fiscal year 1997, the total amount of
the additional payments made under this
title as a result of adjustments under this
subsection for cost reporting periods begin-
ning during fiscal year 1996 increased by the
SNF market basket percentage increase (as

defined in section 1888A(e)(3)) for fiscal year
1997; and

‘‘(B) for cost reporting periods beginning
during a subsequent fiscal year, the amount
determined under this paragraph for the pre-
vious fiscal year increased by the SNF mar-
ket basket percentage increase for such sub-
sequent fiscal year.’’.

(d) IMPOSITION OF LIMITS FOR ALL COST RE-
PORTING PERIODS.—Section 1888(a) (42 U.S.C.
1395yy(a)) is amended in the matter preced-
ing paragraph (1) by inserting after ‘‘ex-
tended care services’’ the following: ‘‘(for
any cost reporting period for which payment
is made under this title to the skilled nurs-
ing facility for such services)’’.

SEC. 15524. REDUCTIONS IN PAYMENT FOR CAP-
ITAL-RELATED COSTS.

Section 1861(v)(1) (42 U.S.C. 1395x(v)(1)), as
amended by section 15506, is amended by add-
ing at the end the following new subpara-
graph:

‘‘(U) Such regulations shall provide that,
in determining the amount of the payments
that may be made under this title with re-
spect to all the capital-related costs of
skilled nursing facilities, the Secretary shall
reduce the amounts of such payments other-
wise established under this title by 15 per-
cent for payments attributable to portions of
cost reporting periods occurring during fis-
cal years 1996 through 2002.’’.

SEC. 15525. TREATMENT OF ITEMS AND SERVICES
PAID FOR UNDER PART B.

(a) REQUIRING PAYMENT FOR ALL ITEMS AND
SERVICES TO BE MADE TO FACILITY.—

(1) IN GENERAL.—The first sentence of sec-
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)) is
amended—

(A) by striking ‘‘and (D)’’ and inserting
‘‘(D)’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and (E) in the case
of an item or service (other than physicians’
services and other than a portable X-ray or
portable electrocardiogram treated as a phy-
sician’s service for purposes of section
1848(j)(3)) furnished to an individual who (at
the time the item or service is furnished) is
a resident of a skilled nursing facility, pay-
ment shall be made to the facility (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, or otherwise).’’.

(2) EXCLUSION FOR ITEMS AND SERVICES NOT
BILLED BY FACILITY.—Section 1862(a) (42
U.S.C. 1395y(a)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (14);

(B) by striking the period at the end of
paragraph (15) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (15) the
following new paragraph:

‘‘(16) where such expenses are for covered
non-routine services (as defined in section
1888A(a)(1)) (other than a portable X-ray or
portable electrocardiogram treated as a phy-
sician’s service for purposes of section
1848(j)(3)) furnished to an individual who is a
resident of a skilled nursing facility and for
which the claim for payment under this title
is not submitted by the facility.’’.

(3) CONFORMING AMENDMENT.—Section
1832(a)(1) (42 U.S.C. 1395k(a)(1)) is amended by
striking ‘‘(2);’’ and inserting ‘‘(2) and section
1842(b)(6)(E);’’.

(b) REDUCTION IN PAYMENTS FOR ITEMS AND
SERVICES FURNISHED BY OR UNDER ARRANGE-
MENTS WITH FACILITIES.—Section 1861(v)(1)
(42 U.S.C. 1395x(v)(1)), as amended by sec-
tions 15506 and 15524, is amended by adding at
the end the following new subparagraph:

‘‘(V) In the case of an item or service fur-
nished by a skilled nursing facility (or by
others under arrangement with them made
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by a skilled nursing facility) for which pay-
ment is made under part B in an amount de-
termined in accordance with section
1833(a)(2)(B), the Secretary shall reduce the
reasonable cost for such item or service oth-
erwise determined under clause (i)(I) of such
section by 5.8 percent for payments attrib-
utable to portions of cost reporting periods
occurring during fiscal years 1996 through
2002.’’.
SEC. 15526. CERTIFICATION OF FACILITIES MEET-

ING REVISED NURSING HOME RE-
FORM STANDARDS.

(a) IN GENERAL.—Section 1819(a)(3) (42
U.S.C. 1395i–3(a)(3)) is amended to read as fol-
lows:

‘‘(3)(A) is certified by the Secretary as
meeting the standards established under sub-
section (b), or (B) is a State-certified facility
(as defined in subsection (d)).’’.

(b) REQUIREMENTS DESCRIBED.—Section
1819 (42 U.S.C. 1395i–3) is amended by striking
subsections (b) through (i) and inserting the
following:

‘‘(b) STANDARDS FOR AND CERTIFICATION OF
FACILITIES.—

‘‘(1) STANDARDS FOR FACILITIES.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for the establishment and maintenance
of standards consistent with the contents de-
scribed in subparagraph (B) for skilled nurs-
ing facilities which furnish services for
which payment may be made under this
title.

‘‘(B) CONTENTS OF STANDARDS.—The stand-
ards established for facilities under this
paragraph shall contain provisions relating
to the following items:

‘‘(i) The treatment of resident medical
records.

‘‘(ii) Policies, procedures, and bylaws for
operation.

‘‘(iii) Quality assurance systems.
‘‘(iv) Resident assessment procedures, in-

cluding care planning and outcome evalua-
tion.

‘‘(v) The assurance of a safe and adequate
physical plant for the facility.

‘‘(vi) Qualifications for staff sufficient to
provide adequate care.

‘‘(vii) Utilization review.
‘‘(viii) The protection and enforcement of

resident rights described in subparagraph
(C).

‘‘(C) RESIDENT RIGHTS DESCRIBED.—The
resident rights described in this subpara-
graph are the rights of residents to the fol-
lowing:

‘‘(i) To exercise the individual’s rights as a
resident of the facility and as a citizen or
resident of the United States.

‘‘(ii) To receive notice of rights and serv-
ices.

‘‘(iii) To be protected against the misuse of
resident funds.

‘‘(iv) To be provided privacy and confiden-
tiality.

‘‘(v) To voice grievances.
‘‘(vi) To examine the results of inspections

under the certification program.
‘‘(vii) To refuse to perform services for the

facility.
‘‘(viii) To be provided privacy in commu-

nications and to receive mail.
‘‘(ix) To have the facility provide imme-

diate access to any resident by any rep-
resentative of the certification program, the
resident’s individual physician, the State
long term care ombudsman, and any person
the resident has designated as a visitor.

‘‘(x) To retain and use personal property.
‘‘(xi) To be free from abuse, including

verbal, sexual, physical and mental abuse,
corporal punishment, and involuntary seclu-
sion.

‘‘(xii) To be provided with prior written no-
tice of a pending transfer or discharge.

‘‘(D) REQUIRING NOTICE AND COMMENT.—The
standards established for facilities under this
paragraph may only take effect after the
Secretary has provided the public with no-
tice and an opportunity for comment.

‘‘(2) CERTIFICATION PROGRAM.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for the establishment and operation of a
program consistent with the requirements of
subparagraph (B) for the certification of
skilled nursing facilities which meet the
standards established under paragraph (1)
and the decertification of facilities which
fail to meet such standards.

‘‘(B) REQUIREMENTS FOR PROGRAM.—In addi-
tion to any other requirements the Sec-
retary may impose, in establishing and oper-
ating the certification program under sub-
paragraph (A), the Secretary shall ensure the
following:

‘‘(i) The Secretary shall ensure public ac-
cess (as defined by the Secretary) to the cer-
tification program’s evaluations of partici-
pating facilities, including compliance
records and enforcement actions and other
reports by the Secretary regarding the own-
ership, compliance histories, and services
provided by certified facilities.

‘‘(ii) Not less often than every 4 years, the
Secretary shall audit its expenditures under
the program, through an entity designated
by the Secretary which is not affiliated with
the program, as designated by the Secretary.

‘‘(c) INTERMEDIATE SANCTION AUTHORITY.—
‘‘(1) AUTHORITY.—In addition to any other

authority, where the Secretary determines
that a nursing facility which is certified for
participation under this title (whether cer-
tified by the Secretary as meeting the stand-
ards established under subsection (b) or a
State-ceritified facility) no longer or does
not substantially meet the requirements for
such a facility under this title as specified
under subsection (b) and further determines
that the facility’s deficiencies—

‘‘(A) immediately jeopardize the health
and safety of its residents, the Secretary
shall at least provide for the termination of
the facility’s certification for participation
under this title, or

‘‘(B) do not immediately jeopardize the
health and safety of its residents, the Sec-
retary may, in lieu of providing for termi-
nating the facility’s certification for partici-
pation under the plan, provide lesser sanc-
tions including one that provides that no
payment will be made under this title with
respect to any individual admitted to such
facility after a date specified by the Sec-
retary.

‘‘(2) NOTICE.—The Secretary shall not
make such a decision with respect to a facil-
ity until the facility has had a reasonable
opportunity, following the initial determina-
tion that it no longer or does not substan-
tially meet the requirements for such a facil-
ity under this title, to correct its defi-
ciencies, and, following this period, has been
given reasonable notice and opportunity for
a hearing.

‘‘(3) EFFECTIVENESS.—The Secretary’s deci-
sion to deny payment may be made effective
only after such notice to the public and to
the facility as may be provided for by the
Secretary, and its effectiveness shall termi-
nate (A) when the Secretary finds that the
facility is in substantial compliance (or is
making good faith efforts to achieve sub-
stantial compliance) with the requirements
for such a facility under this title, or (B) in
the case described in paragraph (1)(B), with
the end of the eleventh month following the
month such decision is made effective,
whichever occurs first. If a facility to which
clause (B) of the previous sentence applies
still fails to substantially meet the provi-
sions of the respective section on the date
specified in such clause, the Secretary shall

terminate such facility’s certification for
participation under this title effective with
the first day of the first month following the
month specified in such clause.

‘‘(d) STATE-CERTIFIED FACILITY DEFINED.—
In subsection (a), a ‘State-certified facility’
means a facility licensed or certified as a
skilled nursing facility by the State in which
it is located, or a facility which otherwise
meets the requirements applicable to provid-
ers of nursing facility services under the
State plan under title XIX or the MediGrant
program under title XXI.’’.

(c) CONFORMING AMENDMENTS.—(1) Section
1861(v)(1)(E) (42 U.S.C. 1395x(v)(1)(E)) is
amended by striking the second sentence.

(2) Section 1864 (42 U.S.C. 1395aa) is amend-
ed by striking subsection (d).

(3) Section 1866(f)(1) (42 U.S.C. 1395cc(f)(1))
is amended by striking ‘‘1819(c)(2)(E),’’.

(4) Section 1883(f) (42 U.S.C. 1395tt(f)) is
amended—

(A) in the second sentence, by striking
‘‘such a hospital’’ and inserting ‘‘a hospital
which enters into an agreement with the
Secretary under this section’’; and

(B) by striking the first sentence.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to cost reporting periods beginning on or
after October 1, 1995.

SEC. 15527. MEDICAL REVIEW PROCESS.

In order to ensure that medicare bene-
ficiaries are furnished appropriate extended
care services, the Secretary of Health and
Human Services shall establish and imple-
ment a thorough medical review process to
examine the effects of the amendments made
by this part on the quality of extended care
services furnished to medicare beneficiaries.
In developing such a medical review process,
the Secretary shall place a particular em-
phasis on the quality of non-routine covered
services for which payment is made under
section 1888A of the Social Security Act.

SEC. 15528. REPORT BY MEDICARE PAYMENT RE-
VIEW COMMISSION.

Not later than October 1, 1997, the Medi-
care Payment Review Commission shall sub-
mit to Congress a report on the system
under which payment is made under the
medicare program for extended care services
furnished by skilled nursing facilities, and
shall include in the report the following:

(1) An analysis of the effect of the meth-
odology established under section 1888A of
the Social Security Act (as added by section
15522) on the payments for, and the quality
of, extended care services under the medi-
care program.

(2) An analysis of the advisability of deter-
mining the amount of payment for covered
non-routine services of facilities (as de-
scribed in such section) on the basis of the
amounts paid for such services when fur-
nished by suppliers under part B of the medi-
care program.

(3) An analysis of the desirability of main-
taining separate limits for hospital-based
and freestanding facilities in the costs of ex-
tended care services recognized as reasonable
under the medicare program.

(4) An analysis of the quality of services
furnished by skilled nursing facilities.

(5) An analysis of the adequacy of the proc-
ess and standards used to provide exceptions
to the limits described in paragraph (3).

SEC. 15529. EFFECTIVE DATE.

Except as otherwise provided in this part,
the amendments made by this part shall
apply to services furnished during cost re-
porting periods (or portions of cost reporting
periods) beginning on or after October 1, 1996.
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PART 3—CLARIFICATION OF CREDITS TO

PART A TRUST FUND
SEC. 15531. CLARIFICATION OF AMOUNT OF

TAXES CREDITED TO FEDERAL HOS-
PITAL INSURANCE TRUST FUND.

Section 121(e)(1)(B) of the Social Security
Amendments of 1983 (Public Law 98–21) is
amended by adding at the end the following:
‘‘The Secretary of the Treasury shall carry
out this subparagraph without regard to any
amendments to this subsection or to section
86 of the Internal Revenue Code of 1986 which
take effect on or after January 1, 1994.’’.
Subtitle G—Provisions Relating to Medicare

Part B
PART 1—PAYMENT REFORMS

SEC. 15601. PAYMENTS FOR PHYSICIANS’ SERV-
ICES.

(a) REPLACEMENT OF VOLUME PERFORMANCE
STANDARD WITH SUSTAINABLE GROWTH
RATE.—Section 1848(f) (42 U.S.C. 1395w–4(f)) is
amended to read as follows:

‘‘(f) SUSTAINABLE GROWTH RATE.—
‘‘(1) SPECIFICATION OF GROWTH RATE.—
‘‘(A) FISCAL YEAR 1996.—The sustainable

growth rate for all physicians’ services for
fiscal year 1996 shall be equal to the product
of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for 1996 (described in the fourth sen-
tence of section 1842(b)(3)) (divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from fiscal year 1995 to fiscal year 1996,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from fiscal year 1995 to fiscal year 1996, plus
2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services in fiscal
year 1996 (compared with fiscal year 1995)
which will result from changes in law, deter-
mined without taking into account esti-
mated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d),
minus 1 and multiplied by 100.

‘‘(B) SUBSEQUENT FISCAL YEARS.—The sus-
tainable growth rate for all physicians’ serv-
ices for fiscal year 1997 and each subsequent
fiscal year shall be equal to the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for the fiscal year involved (described
in the fourth sentence of section 1842(b)(3))
(divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from the previous fiscal year to the fiscal
year involved,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from the previous fiscal year to the fiscal
year involved, plus 2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services in the fis-
cal year (compared with the previous fiscal
year) which will result from changes in law
(including changes made by the Secretary in
response to section 1895), determined without
taking into account estimated changes in ex-
penditures due to changes in the volume and
intensity of physicians’ services or changes
in expenditures resulting from changes in
the update to the conversion factor under
subsection (d)(3),

minus 1 and multiplied by 100.
‘‘(2) EXCLUSION OF SERVICES FURNISHED TO

PRIVATE PLAN ENROLLEES.—In this sub-
section, the term ‘physicians’ services’ with
respect to a fiscal year does not include serv-
ices furnished to an individual enrolled
under this part who has elected to receive
benefits under this title for the fiscal year
through a MedicarePlus product offered
under part C or through enrollment with an
eligible organization with a risk-sharing
contract under section 1876.’’.

(b) ESTABLISHING UPDATE TO CONVERSION
FACTOR TO MATCH SPENDING UNDER SUSTAIN-
ABLE GROWTH RATE.—

(1) IN GENERAL.—Section 1848(d) (42 U.S.C.
1395w–4(d)) is amended—

(A) by striking paragraph (2);
(B) by amending paragraph (3) to read as

follows:
‘‘(3) UPDATE.—
‘‘(A) IN GENERAL.—Subject to subparagraph

(E), for purposes of this section the update
for a year (beginning with 1997) is equal to
the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage increase in the medicare eco-
nomic index (described in the fourth sen-
tence of section 1842(b)(3)) for the year (di-
vided by 100), and

‘‘(ii) 1 plus the Secretary’s estimate of the
update adjustment factor for the year (di-
vided by 100),

minus 1 and multiplied by 100.
‘‘(B) UPDATE ADJUSTMENT FACTOR.—The

‘update adjustment factor’ for a year is equal
to the quotient of—

‘‘(i) the difference between (I) the sum of
the allowed expenditures for physicians’
services furnished during each of the years
1995 through the year involved and (II) the
sum of the amount of actual expenditures for
physicians’ services furnished during each of
the years 1995 through the previous year; di-
vided by

‘‘(ii) the Secretary’s estimate of allowed
expenditures for physicians’ services fur-
nished during the year.

‘‘(C) DETERMINATION OF ALLOWED EXPENDI-
TURES.—For purposes of subparagraph (B),
allowed expenditures for physicians’ services
shall be determined as follows (as estimated
by the Secretary):

‘‘(i) In the case of allowed expenditures for
1995, such expenditures shall be equal to ac-
tual expenditures for services furnished dur-
ing the 12-month period ending with June of
1995.

‘‘(ii) In the case of allowed expenditures for
1996 and each subsequent year, such expendi-
tures shall be equal to allowed expenditures
for the previous year, increased by the sus-
tainable growth rate under subsection (f) for
the fiscal year which begins during the year.

‘‘(D) DETERMINATION OF ACTUAL EXPENDI-
TURES.—For purposes of subparagraph (B),
the amount of actual expenditures for physi-
cians’ services furnished during a year shall
be equal to the amount of expenditures for
such services during the 12-month period
ending with June of the previous year.

‘‘(E) RESTRICTION ON VARIATION FROM MEDI-
CARE ECONOMIC INDEX.—

‘‘(i) IN GENERAL.—Notwithstanding the
amount of the update adjustment factor de-
termined under subparagraph (B) for a year,
the update in the conversion factor under
this paragraph for the year may not be—

‘‘(I) greater than 103 percent of 1 plus the
Secretary’s estimate of the percentage in-
crease in the medicare economic index (de-
scribed in the fourth sentence of section
1842(b)(3)) for the year (divided by 100); or

‘‘(II) less than the applicable percentage
limit of 1 plus the Secretary’s estimate of
the percentage increase in the medicare eco-
nomic index (described in the fourth sen-

tence of section 1842(b)(3)) for the year (di-
vided by 100).

‘‘(ii) APPLICABLE PERCENTAGE LIMIT.—In
clause (i)(II), the ‘applicable percentage
limit’ for a year is—

‘‘(I) for 1997, 93 percent;
‘‘(II) for 1998, 92.25 percent; and
‘‘(III) for 1999 and each succeeding year, 92

percent.’’; and
(C) by adding at the end the following new

paragraph:
‘‘(4) REPORTING REQUIREMENTS.—
‘‘(A) IN GENERAL.—Not later than Novem-

ber 1 of each year (beginning with 1996), the
Secretary shall transmit to the Congress a
report that describes the update in the con-
version factor for physicians’ services (as de-
fined in subsection (f)(3)(A)) in the following
year.

‘‘(B) COMMISSION REVIEW.—The Medicare
Payment Review Commission shall review
the report submitted under subparagraph (A)
for a year and shall submit to the Congress,
by not later than December 1 of the year, a
report containing its analysis of the conver-
sion factor for the following year.’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to physi-
cians’ services furnished on or after January
1, 1996.

(c) ESTABLISHMENT OF SINGLE CONVERSION
FACTOR FOR 1996.—

(1) IN GENERAL.—Section 1848(d)(1) (42
U.S.C. 1395w–4(d)(1)) is amended—

(A) by redesignating subparagraph (C) as
subparagraph (D); and

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

‘‘(C) SPECIAL RULE FOR 1996.—For 1996, the
conversion factor under this subsection shall
be $35.42 for all physicians’ services.’’.

(2) CONFORMING AMENDMENTS.—Section 1848
(42 U.S.C. 1395w–4), as amended by paragraph
(1), is amended—

(A) by striking ‘‘(or factors)’’ each place it
appears in subsection (d)(1)(A) and
(d)(1)(D)(ii);

(B) in subsection (d)(1)(A), by striking ‘‘or
updates’’;

(C) in subsection (d)(1)(D)(ii), by striking
‘‘(or updates)’’; and

(D) in subsection (i)(1)(C), by striking
‘‘conversion factors’’ and inserting ‘‘the con-
version factor’’.
SEC. 15602. ELIMINATION OF FORMULA-DRIVEN

OVERPAYMENTS FOR CERTAIN OUT-
PATIENT HOSPITAL SERVICES.

(a) AMBULATORY SURGICAL CENTER PROCE-
DURES.—Section 1833(i)(3)(B)(i)(II) (42 U.S.C.
1395l(i)(3)(B)(i)(II)) is amended—

(1) by striking ‘‘of 80 percent’’; and
(2) by striking the period at the end and in-

serting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(b) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES.—Section 1833(n)(1)(B)(i)(II) (42
U.S.C. 1395l(n)(1)(B)(i)(II)) is amended—

(1) by striking ‘‘of 80 percent’’; and
(2) by striking the period at the end and in-

serting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished during portions of cost reporting
periods occurring on or after October 1, 1995.
SEC. 15603. PAYMENTS FOR DURABLE MEDICAL

EQUIPMENT.
(a) REDUCTION IN PAYMENT AMOUNTS FOR

ITEMS OF DURABLE MEDICAL EQUIPMENT.—
(1) FREEZE IN UPDATE FOR COVERED ITEMS.—

Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is
amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (A);

(B) in subparagraph (B)—
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(i) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and
(ii) by striking the period at the end and

inserting a semicolon; and
(C) by adding at the end the following:
‘‘(C) for each of the years 1996 through 2002,

0 percentage points; and
‘‘(D) for a subsequent year, the percentage

increase in the consumer price index for all
urban consumers (U.S. urban average) for
the 12-month period ending with June of the
previous year.’’.

(2) UPDATE FOR ORTHOTICS AND PROSTHET-
ICS.—Section 1834(h)(4)(A) (42 U.S.C.
1395m(h)(4)(A)) is amended—

(A) by striking ‘‘and’’ at the end of clause
(iii);

(B) by redesignating clause (iv) as clause
(v); and

(C) by inserting after clause (iii) the fol-
lowing new clause:

‘‘(iv) for each of the years 1996 through
2002, 1 percent, and’’.

(b) OXYGEN AND OXYGEN EQUIPMENT.—Sec-
tion 1834(a)(9)(C) (42 U.S.C. 1395m(a)(9)(C)) is
amended—

(1) by striking ‘‘and’’ at the end of clause
(iii);

(2) in clause (iv)—
(A) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and
(B) by striking the period at the end and

inserting a semicolon; and
(3) by adding at the end the following new

clauses:
‘‘(v) in 1996, is 80 percent of the national

limited monthly payment rate computed
under subparagraph (B) for the item for the
year; and

‘‘(vi) in a subsequent year, is the national
limited monthly payment rate computed
under subparagraph (B) for the item for the
year.’’.

(c) PAYMENT FOR UPGRADED DURABLE MEDI-
CAL EQUIPMENT.—Section 1834(a) (42 U.S.C.
1395m(a)) is amended by inserting after para-
graph (15) the following new paragraph:

‘‘(16) PAYMENT FOR CERTAIN UPGRADED
ITEMS.—

‘‘(A) INDIVIDUAL’S RIGHT TO CHOOSE UP-
GRADED ITEM.—Notwithstanding any other
provision of this title, effective on the date
on which the Secretary issues regulations
under subparagraph (C), payment may be
made under this part for an upgraded item of
durable medical equipment in the same man-
ner as payment may be made for a standard
item of durable medical equipment.

‘‘(B) PAYMENTS TO SUPPLIER.—In the case
of the purchase or rental of an upgraded item
under subparagraph (A)—

‘‘(i) the supplier shall receive payment
under this subsection with respect to such
item as if such item were a standard item;
and

‘‘(ii) the individual purchasing or renting
the item shall pay the supplier an amount
equal to the difference between the suppli-
er’s charge and the amount under clause (i).
In no event may the supplier’s charge for an
upgraded item exceed the applicable fee
schedule amount (if any) for such item.

‘‘(C) CONSUMER PROTECTION SAFEGUARDS.—
The Secretary shall issue regulations provid-
ing for consumer protection standards with
respect to the furnishing of upgraded equip-
ment under subparagraph (A). Such regula-
tions shall provide for—

‘‘(i) full disclosure by the supplier of the
availability and price of standard items and
proof of receipt of such disclosure informa-
tion by the beneficiary before the furnishing
of the upgraded item;

‘‘(ii) conditions of participation for suppli-
ers of upgraded items, including conditions
relating to billing procedures;

‘‘(iii) sanctions (including exclusion) of
suppliers who are determined to have en-
gaged in coercive or abusive practices; and

‘‘(iv) such other safeguards as the Sec-
retary determines are necessary.’’.

(d) PAYMENT FREEZE FOR PARENTERAL AND
ENTERAL NUTRIENTS, SUPPLIES, AND EQUIP-
MENT.—In determining the amount of pay-
ment under part B of title XVIII of the So-
cial Security Act with respect to parenteral
and enteral nutrients, supplies, and equip-
ment during each of the years 1996 through
2002, the charges determined to be reasonable
with respect to such nutrients, supplies, and
equipment may not exceed the charges de-
termined to be reasonable with respect to
such nutrients, supplies, and equipment dur-
ing 1993.
SEC. 15604. REDUCTION IN UPDATES TO PAY-

MENT AMOUNTS FOR CLINICAL DI-
AGNOSTIC LABORATORY TESTS.

(a) CHANGE IN UPDATE.—Section
1833(h)(2)(A)(ii)(IV) (42 U.S.C.
1395l(h)(2)(A)(ii)(IV)) is amended by striking
‘‘1994 and 1995’’ and inserting ‘‘1994 through
2002’’.

(b) LOWERING CAP ON PAYMENT AMOUNTS.—
Section 1833(h)(4)(B) (42 U.S.C. 1395l(h)(4)(B))
is amended—

(1) in clause (vi), by striking ‘‘and’’ at the
end;

(2) in clause (vii)—
(A) by inserting ‘‘and before January 1,

1997,’’ after ‘‘1995,’’, and
(B) by striking the period at the end and

inserting ‘‘, and’’; and
(3) by adding at the end the following new

clause:
‘‘(viii) after December 31, 1996, is equal to

65 percent of such median.’’.
SEC. 15605. EXTENSION OF REDUCTIONS IN PAY-

MENTS FOR COSTS OF HOSPITAL
OUTPATIENT SERVICES.

(a) REDUCTION IN PAYMENTS FOR CAPITAL-
RELATED COSTS.—Section 1861(v)(1)(S)(ii)(I)
(42 U.S.C. 1395x(v)(1)(S)(ii)(I)) is amended by
striking ‘‘through 1998’’ and inserting
‘‘through 2002’’.

(b) REDUCTION IN PAYMENTS FOR OTHER
COSTS.—Section 1861(v)(1)(S)(ii)(II) (42 U.S.C.
1395x(v)(1)(S)(ii)(II)) is amended by striking
‘‘through 1998’’ and inserting ‘‘through 2002’’.
SEC. 15606. FREEZE IN PAYMENTS FOR AMBULA-

TORY SURGICAL CENTER SERVICES.
The Secretary of Health and Human Serv-

ices shall not provide for any inflation up-
date in the payment amounts under subpara-
graphs (A) and (B) of section 1833(i)(2) of the
Social Security Act for any of the fiscal
years 1996 through 2002.
SEC. 15607. RURAL EMERGENCY ACCESS CARE

HOSPITALS.
(a) COVERAGE UNDER PART B.—Section

1832(a)(2) (42 U.S.C. 1395k(a)(2)) is amended—
(1) by striking ‘‘and’’ at the end of subpara-

graph (I);
(2) by striking the period at the end of sub-

paragraph (J) and inserting ‘‘; and’’; and
(3) by adding at the end the following new

subparagraph:
‘‘(K) rural emergency access care hospital

services (as defined in section 1861(oo)(2)).’’.
(b) PAYMENT BASED ON PAYMENT FOR OUT-

PATIENT RURAL PRIMARY CARE HOSPITAL
SERVICES.—

(1) IN GENERAL.—Section 1833(a)(6) (42
U.S.C. 1395l(a)(6)) is amended by striking
‘‘services,’’ and inserting ‘‘services and rural
emergency access care hospital services,’’.

(2) PAYMENT METHODOLOGY DESCRIBED.—
Section 1834(g) (42 U.S.C. 1395m(g)) is amend-
ed—

(A) in the heading, by striking ‘‘SERVICES’’
and inserting ‘‘SERVICES AND RURAL EMER-
GENCY ACCESS CARE HOSPITAL SERVICES’’; and

(B) by adding at the end the following new
sentence: ‘‘The amount of payment for rural

emergency access care hospital services pro-
vided during a year shall be determined
using the applicable method provided under
this subsection for determining payment for
outpatient rural primary care hospital serv-
ices during the year.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished on or after October 1, 1995.
SEC. 15608. ENSURING PAYMENT FOR PHYSICIAN

AND NURSE FOR JOINTLY FUR-
NISHED ANESTHESIA SERVICES.

(a) PAYMENT FOR JOINTLY FURNISHED SIN-
GLE CASE.—

(1) PAYMENT TO PHYSICIAN.—Section
1848(a)(4) (42 U.S.C. 1395w–4(a)(4)) is amended
by adding at the end the following new sub-
paragraph:

‘‘(C) PAYMENT FOR SINGLE CASE.—Notwith-
standing section 1862(a)(1)(A), with respect to
physicians’ services consisting of the fur-
nishing of anesthesia services for a single
case that are furnished jointly with a cer-
tified registered nurse anesthetist, if the car-
rier determines that the use of both the phy-
sician and the nurse anesthetist to furnish
the anesthesia service was not medically
necessary, the fee schedule amount for the
physicians’ services shall be equal to 50 per-
cent (or 55 percent, in the case of services
furnished during 1996 or 1997) of the fee
schedule amount applicable under this sec-
tion for anesthesia services personally per-
formed by the physician alone (without re-
gard to this subparagraph). Nothing in this
subparagraph may be construed to affect the
application of any provision of law regarding
balance billing.’’.

(2) PAYMENT TO CRNA.—Section 1833(l)(4)(B)
(42 U.S.C. 1395l(l)(4)(B)) is amended by adding
at the end the following new clause:

‘‘(iv) Notwithstanding section 1862(a)(1)(A),
in the case of services of a certified reg-
istered nurse anesthetist consisting of the
furnishing of anesthesia services for a single
case that are furnished jointly with a physi-
cian, if the carrier determines that the use of
both the physician and the nurse anesthetist
to furnish the anesthesia service was not
medically necessary, the fee schedule
amount for the services furnished by the cer-
tified registered nurse anesthetist shall be
equal to 50 percent (or 40 percent, in the case
of services furnished during 1996 or 1997) of
the fee schedule amount applicable under
section 1848 for anesthesia services person-
ally performed by the physician alone (with-
out regard to this clause).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsections (a) shall apply to serv-
ices furnished on or after July 1, 1996.
SEC. 15609. STATEWIDE FEE SCHEDULE AREA

FOR PHYSICIANS’ SERVICES.
(a) IN GENERAL.—Notwithstanding section

1848(j)(2) of the Social Security Act, in the
case of the State of Wisconsin, the Secretary
of Health and Human Services shall treat the
State as a single fee schedule area for pur-
poses of determining the fee schedule
amount (as referred to in section 1848(a) of
such Act) for physicians’ services (as defined
in section 1848(j)(3) of such Act) under part B
of the medicare program.

(b) BUDGET-NEUTRALITY.—Notwithstanding
any provision of part B of title XVIII of the
Social Security Act, the Secretary shall
carry out subsection (a) in a manner that en-
sures that total payments for physicians’
services (as so defined) furnished by physi-
cians in Wisconsin during a year are not
greater or less than total payments for such
services would have been but for this section.

(c) CONSTRUCTION.—Nothing in this section
shall be construed as limiting the availabil-
ity (to the Secretary, the appropriate agency
or organization with a contract under sec-
tion 1842 of such Act, or physicians in the
State of Wisconsin) of otherwise applicable
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administrative procedures for modifying the
fee schedule area or areas in the State after
implementation of subsection (a).

(d) EFFECTIVE DATE.—This section shall
apply with respect to physicians’ services
furnished on or after January 1, 1997.
SEC. 15609A. ESTABLISHMENT OF FEE SCHEDULE

FOR AMBULANCE SERVICES.
(a) PAYMENT IN ACCORDANCE WITH FEE

SCHEDULE.—Section 1833(a)(1) (42 U.S.C.
1395l(a)(1)) is amended—

(1) by striking ‘‘and (P)’’ and inserting
‘‘(P)’’; and

(2) by striking the semicolon at the end
and inserting the following: ‘‘, and (Q) with
respect to ambulance service, the amounts
paid shall be 80 percent of the lesser of the
actual charge for the services or the amount
determined by a fee schedule established by
the Secretary for the purposes of this sub-
paragraph (in accordance with section
15608(b) of the Medicare Preservation Act);’’.

(b) REQUIREMENTS FOR ESTABLISHMENT OF
FEE SCHEDULE.—

(1) IN GENERAL.—The Secretary of Health
and Human Services shall establish the fee
schedule for ambulance services under sec-
tion 1833(a)(1)(Q) of the Social Security Act
(as added by subsection (a)) through a nego-
tiated rulemaking process described in title
5, United States Code, and in accordance
with the requirements of this subsection.

(2) CONSIDERATIONS.—In establishing the
fee schedule for ambulance services, the Sec-
retary shall—

(A) establish mechanisms to control in-
creases in expenditures for ambulance serv-
ices under part B of the medicare program
which fairly reflect the changing nature of
the ambulance service industry;

(B) establish definitions for ambulance
services which promote efficiency and link
payments (including fees for assessment and
treatment services) to the type of service
provided;

(C) take into account regional differences
which affect cost and productivity, including
differences in the costs of resources and the
costs of uncompensated care;

(D) apply dynamic adjustments to payment
rates to account for inflation, demographic
changes in the population of medicare bene-
ficiaries, and changes in the number of pro-
viders of ambulance services participating in
the medicare program; and

(E) phase in the application of the payment
rates under the fee schedule in an efficient
and fair manner.

(3) SAVINGS.—In establishing the fee sched-
ule for ambulance services, the Secretary
shall—

(A) ensure that the aggregate amount of
payments made for ambulance services
under part B of the medicare program during
1998 does not exceed the aggregate amount of
payments which would have been made for
such services under part B of the program
during 1998 if the amendments made by this
section were not in effect; and

(B) set the payment amounts provided
under the fee schedule for services furnished
in 1999 and each subsequent year at amounts
equal to the payment amounts under the fee
schedule for service furnished during the pre-
vious year, increased by the percentage in-
crease in the consumer price index for all
urban consumers (U.S. city average) for the
12-month period ending with June of the pre-
vious year.

(4) CONSULTATION.—In establishing the fee
schedule for ambulance services, the Sec-
retary shall consult regularly with the
American Ambulance Association, the Na-
tional Association of State Medical Direc-
tors, and other national organizations rep-
resenting individuals and entities who fur-
nish or regulate ambulance services, and
shall share with such associations and orga-

nizations the data and data analysis used in
establishing the fee schedule, including data
on variations in payments for ambulance
services under part B of the medicare pro-
gram for years prior to 1998 among geo-
graphic areas and types of ambulance service
providers.

(c) EFFECTIVE DATE.—The amendment
made by subsection (a) and the fee schedule
described in subsection (b) shall apply to am-
bulance services furnished on or after Janu-
ary 1, 1998.
SEC. 15609B. STANDARDS FOR PHYSICAL THER-

APY SERVICES FURNISHED BY PHY-
SICIANS.

(a) APPLICATION OF STANDARDS FOR OTHER
PROVIDERS OF PHYSICAL THERAPY SERVICES
TO SERVICES FURNISHED BY PHYSICIANS.—Sec-
tion 1862(a) (42 U.S.C. 1395y(a)), as amended
by section 15525(a)(2), is amended—

(1) by striking ‘‘or’’ at the end of paragraph
(15);

(2) by striking the period at the end of
paragraph (16) and inserting ‘‘; or’’; and

(3) by inserting after paragraph (16) the fol-
lowing new paragraph:

‘‘(17) in the case of physicians’ services
under section 1848(j)(3) consisting of out-
patient physical therapy services or out-
patient occupational therapy services, which
are furnished by a physician who does not
meet the requirements applicable under sec-
tion 1861(p) to a clinic or rehabilitation agen-
cy furnishing such services.’’.

(b) CONFORMING AMENDMENT.—Section
1848(j)(3) (42 U.S.C. 1395w–4(j)(3)) is amended
by inserting ‘‘(subject to section 1862(a)(17))’’
after ‘‘(2)(D)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished on or after January 1, 1996.

PART 2—PART B PREMIUM
SEC. 15611. EXTENSION OF PART B PREMIUM.

(a) IN GENERAL.—Section 1839(e)(1) (42
U.S.C. 1395r(e)(1)) is amended—

(1) in subparagraph (A)—
(A) by striking ‘‘and prior to January

1999’’, and
(B) by inserting ‘‘(or, if higher, the percent

described in subparagraph (C))’’ after ‘‘50 per-
cent’’; and

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

‘‘(C) For purposes of subparagraph (A), the
percent described in this subparagraph is the
ratio (expressed as a percentage) of the
monthly premium established under this sec-
tion for months in 1995 to the monthly actu-
arial rate for enrollees age 65 and over appli-
cable to such months (as specified in the
most recent report of the Board of Trustees
of the Federal Supplementary Medical Insur-
ance Trust Fund published prior to the date
of the enactment of the Medicare Preserva-
tion Act of 1995).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) apply to premiums
for months beginning with January 1996.
SEC. 15612. INCOME-RELATED REDUCTION IN

MEDICARE SUBSIDY.
(a) IN GENERAL.—Section 1839 (42 U.S.C.

1395r) is amended by adding at the end the
following:

‘‘(h)(1) Notwithstanding the previous sub-
sections of this section, in the case of an in-
dividual whose modified adjusted gross in-
come for a taxable year ending with or with-
in a calendar year (as initially determined
by the Secretary in accordance with para-
graph (3)) exceeds the threshold amount de-
scribed in paragraph (5)(B), the Secretary
shall increase the amount of the monthly
premium for months in the calendar year by
an amount equal to the difference between—

‘‘(A) 200 percent of the monthly actuarial
rate for enrollees age 65 and over as deter-
mined under subsection (a)(1) for that cal-
endar year; and

‘‘(B) the total of the monthly premiums
paid by the individual under this section (de-
termined without regard to subsection (b))
during such calendar year.

‘‘(2) In the case of an individual described
in paragraph (1) whose modified adjusted
gross income exceeds the threshold amount
by less than $25,000, the amount of the in-
crease in the monthly premium applicable
under paragraph (1) shall be an amount
which bears the same ratio to the amount of
the increase described in paragraph (1) (de-
termined without regard to this paragraph)
as such excess bears to $25,000. In the case of
a joint return filed under section 6013 of the
Internal Revenue Code of 1986 by spouses
both of whom are enrolled under this part,
the previous sentence shall be applied by
substituting ‘$50,000’ for ‘$25,000’. The preced-
ing provisions of this paragraph shall not
apply to any individual whose threshold
amount is zero.

‘‘(3) The Secretary shall make an initial
determination of the amount of an individ-
ual’s modified adjusted gross income for a
taxable year ending with or within a cal-
endar year for purposes of this subsection as
follows:

‘‘(A) Not later than October 1 of the year
preceding the year, the Secretary shall pro-
vide notice to each individual whom the Sec-
retary finds (on the basis of the individual’s
actual modified adjusted gross income for
the most recent taxable year for which such
information is available or other informa-
tion provided to the Secretary by the Sec-
retary of the Treasury) will be subject to an
increase under this subsection that the indi-
vidual will be subject to such an increase,
and shall include in such notice the Sec-
retary’s estimate of the individual’s modi-
fied adjusted gross income for the year.

‘‘(B) If, during the 30-day period beginning
on the date notice is provided to an individ-
ual under subparagraph (A), the individual
provides the Secretary with information on
the individual’s anticipated modified ad-
justed gross income for the year, the amount
initially determined by the Secretary under
this paragraph with respect to the individual
shall be based on the information provided
by the individual.

‘‘(C) If an individual does not provide the
Secretary with information under subpara-
graph (B), the amount initially determined
by the Secretary under this paragraph with
respect to the individual shall be the amount
included in the notice provided to the indi-
vidual under subparagraph (A).

‘‘(4)(A) If the Secretary determines (on the
basis of final information provided by the
Secretary of the Treasury) that the amount
of an individual’s actual modified adjusted
gross income for a taxable year ending with
or within a calendar year is less than or
greater than the amount initially deter-
mined by the Secretary under paragraph (3),
the Secretary shall increase or decrease the
amount of the individual’s monthly premium
under this section (as the case may be) for
months during the following calendar year
by an amount equal to 1⁄12 of the difference
between—

‘‘(i) the total amount of all monthly pre-
miums paid by the individual under this sec-
tion during the previous calendar year; and

‘‘(ii) the total amount of all such pre-
miums which would have been paid by the
individual during the previous calendar year
if the amount of the individual’s modified
adjusted gross income initially determined
under paragraph (3) were equal to the actual
amount of the individual’s modified adjusted
gross income determined under this para-
graph.

‘‘(B) In the case of an individual who is not
enrolled under this part for any calendar
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year for which the individual’s monthly pre-
mium under this section for months during
the year would be increased pursuant to sub-
paragraph (A) if the individual were enrolled
under this part for the year, the Secretary
may take such steps as the Secretary consid-
ers appropriate to recover from the individ-
ual the total amount by which the individ-
ual’s monthly premium for months during
the year would have been increased under
subparagraph (A) if the individual were en-
rolled under this part for the year.

‘‘(C) In the case of a deceased individual for
whom the amount of the monthly premium
under this section for months in a year
would have been decreased pursuant to sub-
paragraph (A) if the individual were not de-
ceased, the Secretary shall make a payment
to the individual’s surviving spouse (or, in
the case of an individual who does not have
a surviving spouse, to the individual’s es-
tate) in an amount equal to the difference
between—

‘‘(i) the total amount by which the individ-
ual’s premium would have been decreased for
all months during the year pursuant to sub-
paragraph (A); and

‘‘(ii) the amount (if any) by which the indi-
vidual’s premium was decreased for months
during the year pursuant to subparagraph
(A).

‘‘(5) In this subsection, the following defi-
nitions apply:

‘‘(A) The term ‘modified adjusted gross in-
come’ means adjusted gross income (as de-
fined in section 62 of the Internal Revenue
Code of 1986)—

‘‘(i) determined without regard to sections
135, 911, 931, and 933 of such Code, and

‘‘(ii) increased by the amount of interest
received or accrued by the taxpayer during
the taxable year which is exempt from tax
under such Code.

‘‘(B) The term ‘threshold amount’ means—
‘‘(i) except as otherwise provided in this

paragraph, $75,000,
‘‘(ii) $125,000, in the case of a joint return

(as defined in section 7701(a)(38) of such
Code), and

‘‘(iii) zero in the case of a taxpayer who—
‘‘(I) is married at the close of the taxable

year but does not file a joint return (as so
defined) for such year, and

‘‘(II) does not live apart from his spouse at
all times during the taxable year.’’.

(b) CONFORMING AMENDMENT.—Section
1839(f) (42 U.S.C. 1395r(f)) is amended by
striking ‘‘if an individual’’ and inserting the
following: ‘‘if an individual (other than an
individual subject to an increase in the
monthly premium under this section pursu-
ant to subsection (h))’’.

(c) REPORTING REQUIREMENTS FOR SEC-
RETARY OF THE TREASURY.—

(1) IN GENERAL.—Subsection (l) of section
6103 of the Internal Revenue Code of 1986 (re-
lating to confidentiality and disclosure of re-
turns and return information) is amended by
adding at the end the following new para-
graph:

‘‘(15) DISCLOSURE OF RETURN INFORMATION
TO CARRY OUT INCOME-RELATED REDUCTION IN
MEDICARE PART B PREMIUM.—

‘‘(A) IN GENERAL.—The Secretary may,
upon written request from the Secretary of
Health and Human Services, disclose to offi-
cers and employees of the Health Care Fi-
nancing Administration return information
with respect to a taxpayer who is required to
pay a monthly premium under section 1839 of
the Social Security Act. Such return infor-
mation shall be limited to—

‘‘(i) taxpayer identity information with re-
spect to such taxpayer,

‘‘(ii) the filing status of such taxpayer,
‘‘(iii) the adjusted gross income of such

taxpayer,

‘‘(iv) the amounts excluded from such tax-
payer’s gross income under sections 135 and
911,

‘‘(v) the interest received or accrued during
the taxable year which is exempt from the
tax imposed by chapter 1 to the extent such
information is available, and

‘‘(vi) the amounts excluded from such tax-
payer’s gross income by sections 931 and 933
to the extent such information is available.

‘‘(B) RESTRICTION ON USE OF DISCLOSED IN-
FORMATION.—Return information disclosed
under subparagraph (A) may be used by offi-
cers and employees of the Health Care Fi-
nancing Administration only for the pur-
poses of, and to the extent necessary in, es-
tablishing the appropriate monthly premium
under section 1839 of the Social Security
Act.’’

(2) CONFORMING AMENDMENT.—Paragraphs
(3)(A) and (4) of section 6103(p) of such Code
are each amended by striking ‘‘or (14)’’ each
place it appears and inserting ‘‘(14), or (15)’’.

(d) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to the monthly premium under section 1839
of the Social Security Act for months begin-
ning with January 1997.
PART 3—ADMINISTRATION AND BILLING

OF LABORATORY SERVICES
SEC. 15621. ADMINISTRATIVE SIMPLIFICATION

FOR LABORATORY SERVICES.
(a) IN GENERAL.—Not later than 1 year

after the date of the enactment of this Act,
the Secretary of Health and Human Services
(in accordance with the process described in
subsection (b)) shall adopt uniform coverage,
administration, and payment policies for
clinical diagnostic laboratory tests under
part B of the medicare program.

(b) PROCESS FOR ADOPTION OF POLICIES.—
The Secretary shall adopt uniform policies
under subsection (a) in accordance with the
following process:

(1) The Secretary shall select from carriers
with whom the Secretary has a contract
under part B during 1995 15 medical direc-
tors, who will meet and develop rec-
ommendations for such uniform policies. The
medical directors selected shall represent
various geographic areas and have a varied
range of experience in relevant medical
fields, including pathology and clinical lab-
oratory practice.

(2) The medical directors selected under
paragraph (1) shall consult with independent
experts in each major discipline of clinical
laboratory medicine, including clinical lab-
oratory personnel, bioanalysts, pathologists,
and practicing physicians. The medical di-
rectors shall also solicit comments from
other individuals and groups who wish to
participate, including consumers and other
affected parties. This process shall be con-
ducted as a negotiated rulemaking under
title 5, United States Code.

(3) Under the negotiated rulemaking, the
recommendations for uniform policies shall
be designed to simplify and reduce unneces-
sary administrative burdens in connection
with the following:

(A) Beneficiary information required to be
submitted with each claim.

(B) Physicians’ obligations regarding docu-
mentation requirements and recordkeeping.

(C) Procedures for filing claims and for
providing remittances by electronic media.

(D) The performance of post-payment re-
view of test claims.

(E) The prohibition of the documentation
of medical necessity except when determined
to be appropriate after identification of aber-
rant utilization pattern through focused
medical review.

(F) Beneficiary responsibility for payment.
(4) During the pendency of the adoption by

the Secretary of the uniform policies, fiscal

intermediaries and carriers under the medi-
care program may not implement any new
requirement relating to the submission of a
claim for clinical diagnostic laboratory tests
retroactive to January 1, 1995, and carriers
may not initiate any new coverage, adminis-
trative, or payment policy unless the policy
promotes the goal of administrative sim-
plification of requirements imposed on clini-
cal laboratories in accordance with the Sec-
retary’s promulgation of the negotiated rule-
making.

(5) Not later than 6 months after the date
of the enactment of this Act, the medical di-
rectors shall submit their recommendations
to the Secretary, and the Secretary shall
publish the recommendations and solicit
public comment using negotiated rule-
making in accordance with title 5, United
States Code. The Secretary shall publish
final uniform policies for coverage, adminis-
tration, and payment of claims for clinical
diagnostic laboratory tests, effective after
the expiration of the 180-day period which
begins on the date of publication.

(6) After the publication of the final uni-
form policies, the Secretary shall implement
identical uniform documentation and proc-
essing policies for all clinical diagnostic lab-
oratory tests paid under the medicare pro-
gram through fiscal intermediaries or car-
riers.

(c) OPTIONAL SELECTION OF SINGLE CAR-
RIER.—Effective for claims submitted after
the expiration of the 90-day period which be-
gins on the date of the enactment of this
Act, an independent laboratory may select a
single carrier for the processing of all of its
claims for payment under part B of the medi-
care program, without regard to the location
where the laboratory or the patient or pro-
vider involved resides or conducts business.
Such election of a single carrier shall be
made by the clinical laboratory and an
agreement made between the carrier and the
laboratory shall be forwarded to the Sec-
retary of Health and Human Services. Noth-
ing in this subsection shall be construed to
require a laboratory to select a single carrier
under this subsection.
SEC. 15622. RESTRICTIONS ON DIRECT BILLING

FOR LABORATORY SERVICES.
(a) REQUIREMENT FOR DIRECT BILLING.—

Section 1833(h) (42 U.S.C. 1395l(h)) is amended
by adding at the end the following new para-
graph:

‘‘(7)(A) Effective for services furnished on
or October 1, 1996, an individual or entity
that performs clinical laboratory diagnostic
tests shall not present or cause to be pre-
sented a claim, bill, or demand for payment
to any person, other than the individual re-
ceiving such services or the health plan des-
ignated by such person, except that (i) in the
case of a test performed by one laboratory at
the request of another laboratory, which
meets the requirements of clause (i), (ii), or
(iii) of paragraph (5)(A), payment may be
made to the requesting laboratory, and (ii)
the Secretary may by regulation establish
appropriate exceptions to the requirement of
this subparagraph.

‘‘(B)(i) Any person that collects any
amounts that were billed in violation of
paragraph (7)(A) above shall be liable for
such amounts to the person from whom such
amounts were collected.

‘‘(ii) Any person that furnishes clinical lab-
oratory services for which payment is made
under paragraph (1)(D)(i) or paragraph
(2)(D)(i) that knowingly violates subpara-
graph (A) is subject to a civil money penalty
of not more than $10,000 for each such viola-
tion. The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under this paragraph in
the same manner as such provisions apply



CONGRESSIONAL RECORD — HOUSE H 10431October 19, 1995
with respect to a penalty or proceeding
under section 1128A(a).

‘‘(iii)(I) Any individual or entity that the
Secretary determines has repeatedly vio-
lated subparagraph (A) may be excluded
from participation in any Federal health
care program. The provisions of section
1128A (other than subsections (a) and (b))
shall apply to an exclusion under this para-
graph in the same manner as such provisions
apply with respect to a penalty or proceeding
under section 1128A(a).

‘‘(II) The provisions of section 1128(e) of the
Social Security Act shall apply to any exclu-
sion under clause (iii)(I) in the same manner
as such provisions apply to a proceeding
under section 1128.

‘‘(iv) If the Secretary finds, after a reason-
able notice and opportunity for a hearing,
that a laboratory which holds a certificate
pursuant to section 353 of the Public Health
Service Act has on a repeated basis violated
subparagraph (A), the Secretary may sus-
pend, revoke, or limit such certification in
accordance with the procedures established
in section 353(k) of Public Health Service
Act.

‘‘(C) For purposes of this paragraph, the
following definitions shall apply:

‘‘(i) The term ‘Federal health care pro-
gram’ means—

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

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

‘‘(ii) The term ‘health plan’ means any hos-
pital or medical service policy or certificate,
hospital or medical service plan contract, or
health maintenance organization contract
offered by an insurer, except that such term
does not include any of the following:

‘‘(I) Coverage only for accident, dental, vi-
sion, disability income, or long-term care in-
surance, or any combination thereof.

‘‘(II) Medicare supplemental health insur-
ance.

‘‘(III) Coverage issued as a supplement to
liability insurance.

‘‘(IV) Liability insurance, including gen-
eral liability insurance and automobile li-
ability insurance.

‘‘(V) Worker’s compensation or similar in-
surance.

‘‘(VI) Automobile medical-payment insur-
ance.

‘‘(VII) Coverage for a specified disease or
illness.

‘‘(VIII) A hospital or fixed indemnity pol-
icy.

(b) LOOK BACK PROVISIONS TO ASSURE SAV-
INGS.—

(1) IN GENERAL.—Section 1833(h)(4)(B) (42
U.S.C. 1395l(h)(4)(B)), as amended by section
15604(b), is amended—

(A) in clause (vii), by striking ‘‘and’’ at the
end;

(B) in clause (viii)—
(i) by inserting ‘‘and before January 1,

2000,’’ after ‘‘1996,’’, and
(ii) by striking the period at the end and

inserting ‘‘, and’’; and
(C) by adding at the end the following new

clause:
‘‘(ix) after December 31, 1999, is equal to

such percentage of such median as the Sec-
retary establishes under paragraph (8)(B), or,
if the Secretary does not act under para-
graph (8)(B), is equal to 65 percent of such
median.’’.

(2) PROCESS FOR REDUCTIONS.—Section
1833(h) (42 U.S.C. 1395l(h)), as amended by
subsection (a), is amended by adding at the
end the following new paragraph:

‘‘(8)(A) On July 31, 1999, the Secretary shall
estimate—

‘‘(i) the amount of expenditures under this
section for clinical diagnostic laboratory
tests which will be made in the period from
January 1, 1997, through September 30, 2002,
and

‘‘(ii) the amount of expenditures which
would have been made under this section for
clinical diagnostic laboratory tests in the
period from January 1, 1997, through Septem-
ber 30, 2002, if paragraph (7) had not been en-
acted.

‘‘(B) If the amount estimated under sub-
paragraph (A)(i) is greater than 97 percent of
the amount estimated under subparagraph
(A)(ii), the Secretary shall establish a limi-
tation amount under paragraph (4)(B)(ix)
such that, when such limitation amount is
considered, the amount estimated under sub-
paragraph (A)(i) is 97 percent of the amount
estimated under subparagraph (A)(ii).

‘‘(C) The Director of the Congressional
Budget Office (hereafter in this subpara-
graph referred to as the ‘Director’) shall—

‘‘(i) independently estimate the amounts
specified in subparagraph (A) and compute
any limitation amount required under sub-
paragraph (B), and

‘‘(ii) submit a report on such estimates and
computation to Congress not later than Au-
gust 31, 1999.
The Secretary shall provide the Director
with such data as the Director reasonably re-
quires to prepare such estimates and com-
putation.’’.

PART 4—QUALITY STANDARDS FOR
DURABLE MEDICAL EQUIPMENT

SEC. 15631. RECOMMENDATIONS FOR QUALITY
STANDARDS FOR DURABLE MEDI-
CARE EQUIPMENT.

(a) APPOINTMENT OF TASK FORCE BY SEC-
RETARY.—

(1) IN GENERAL.—The Secretary of Health
and Human Services shall establish a broad-
ly based task force to develop recommenda-
tions for quality standards for durable medi-
cal equipment under part B of the medicare
program.

(2) COMPOSITION.—The task force shall in-
clude individuals selected by the Secretary
from representatives of suppliers of items of
durable medical equipment under part B,
consumers, and other users of such equip-
ment. In appointing members, the Secretary
shall assure representation from various geo-
graphic regions of the United States.

(3) NO COMPENSATION FOR SERVICE.—Mem-
bers of the task force shall not receive any
compensation for service on the task force.

(4) TERMINATION.—The task force shall ter-
minate 30 days after it submits the report
described in subsection (b).

(b) REPORT.—Not later than 1 year after
the date of the enactment of this Act, the
task force established under subsection (a)
shall submit to the Secretary its rec-
ommendations for quality standards for du-
rable medicare equipment under part B of
the medicare program.
Subtitle H—Provisions Relating to Medicare

Parts A and B
PART 1—PAYMENTS FOR HOME HEALTH

SERVICES
SEC. 15701. PAYMENT FOR HOME HEALTH SERV-

ICES.
(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395

et seq.), as amended by section 15106, is
amended by adding at the end the following
new section:

‘‘PAYMENT FOR HOME HEALTH SERVICES

‘‘SEC. 1894. (a) IN GENERAL.—
‘‘(1) PER VISIT PAYMENTS.—Subject to sub-

section (c), the Secretary shall make per
visit payments beginning with fiscal year
1997 to a home health agency in accordance
with this section for each type of home
health service described in paragraph (2) fur-

nished to an individual who at the time the
service is furnished is under a plan of care by
the home health agency under this title
(without regard to whether or not the item
or service was furnished by the agency or by
others under arrangement with them made
by the agency, or otherwise).

‘‘(2) TYPES OF SERVICES.—The types of
home health services described in this para-
graph are the following:

‘‘(A) Part-time or intermittent nursing
care provided by or under the supervision of
a registered professional nurse.

‘‘(B) Physical therapy.
‘‘(C) Occupational therapy.
‘‘(D) Speech-language pathology services.
‘‘(E) Medical social services under the di-

rection of a physician.
‘‘(F) To the extent permitted in regula-

tions, part-time or intermittent services of a
home health aide who has successfully com-
pleted a training program approved by the
Secretary.

‘‘(b) ESTABLISHMENT OF PER VISIT RATE
FOR EACH TYPE OF SERVICES.—

‘‘(1) IN GENERAL.—The Secretary shall, sub-
ject to paragraph (3), establish a per visit
payment rate for a home health agency in an
area for each type of home health service de-
scribed in subsection (a)(2). Such rate shall
be equal to the national per visit payment
rate determined under paragraph (2) for each
such type, except that the labor-related por-
tion of such rate shall be adjusted by the
area wage index applicable under section
1886(d)(3)(E) for the area in which the agency
is located (as determined without regard to
any reclassification of the area under section
1886(d)(8)(B) or a decision of the Medicare Ge-
ographic Classification Review Board or the
Secretary under section 1886(d)(10) for cost
reporting periods beginning after October 1,
1995).

‘‘(2) NATIONAL PER VISIT PAYMENT RATE.—
The national per visit payment rate for each
type of service described in subsection
(a)(2)—

‘‘(A) for fiscal year 1997, is an amount
equal to the national average amount paid
per visit under this title to home health
agencies for such type of service during the
most recent 12-month cost reporting period
ending on or before June 30, 1994, increased
(in a compounded manner) by the home
health market basket percentage increase
for fiscal years 1995, 1996, and 1997; and

‘‘(B) for each subsequent fiscal year, is an
amount equal to the national per visit pay-
ment rate in effect for the preceding fiscal
year, increased by the home health market
basket percentage increase for such subse-
quent fiscal year minus 2 percentage points.

‘‘(3) REBASING OF RATES.—The Secretary
shall provide for an update to the national
per visit payment rates under this sub-
section for cost reporting periods beginning
not later than the first day of the fifth fiscal
year which begins after fiscal year 1997, and
not later than every 5 years thereafter, to re-
flect the most recent available data.

‘‘(4) HOME HEALTH MARKET BASKET PER-
CENTAGE INCREASE.—For purposes of this sub-
section, the term ‘home health market bas-
ket percentage increase’ means, with respect
to a fiscal year, a percentage (estimated by
the Secretary before the beginning of the fis-
cal year) determined and applied with re-
spect to the types of home health services
described in subsection (a)(2) in the same
manner as the market basket percentage in-
crease under section 1886(b)(3)(B)(iii) is de-
termined and applied to inpatient hospital
services for the fiscal year.

‘‘(c) PER EPISODE LIMIT.—
‘‘(1) AGGREGATE LIMIT.—
‘‘(A) IN GENERAL.—Except as provided in

paragraph (2), a home health agency may not
receive aggregate per visit payments under
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subsection (a) for a fiscal year in excess of an
amount equal to the sum of the following
products determined for each case-mix cat-
egory for which the agency receives pay-
ments:

‘‘(i) The number of episodes of each case-
mix category during the fiscal year; multi-
plied by

‘‘(ii) the per episode limit determined for
such case-mix category for such fiscal year.

‘‘(B) ESTABLISHMENT OF PER EPISODE LIM-
ITS.—

‘‘(i) IN GENERAL.—The per episode limit for
a fiscal year for any case-mix category for
the area in which a home health agency is
located is equal to—

‘‘(I) the mean number of visits for each
type of home health service described in sub-
section (a)(2) furnished during an episode of
such case-mix category in such area during
fiscal year 1994, adjusted by the case-mix ad-
justment factor determined in clause (ii) for
the fiscal year involved; multiplied by

‘‘(II) the per visit payment rate established
under subsection (b) for such type of home
health service for the fiscal year for which
the determination is being made.

‘‘(ii) CASE MIX ADJUSTMENT FACTOR.—For
purposes of clause (i), the case-mix adjust-
ment factor for a year is the factor deter-
mined by the Secretary to assure that aggre-
gate payments for home health services
under this section during the year will not
exceed the payment for such services during
the previous year as a result of changes in
the number and type of home health visits
within case-mix categories over the previous
year.

‘‘(iii) REBASING OF PER EPISODE AMOUNTS.—
Beginning with fiscal year 1999 and every 2
years thereafter, the Secretary shall revise
the mean number of home health visits de-
termined under clause (i)(I) for each type of
home health service visit described in sub-
section (a)(2) furnished during an episode in
a case-mix category to reflect the most re-
cently available data on the number of vis-
its.

‘‘(iv) DETERMINATION OF APPLICABLE
AREA.—For purposes of determining per epi-
sode limits under this subparagraph, the
area in which a home health agency is con-
sidered to be located shall be such area as
the Secretary finds appropriate for purposes
of this subparagraph.

‘‘(C) CASE-MIX CATEGORY.—For purposes of
this paragraph, the term ‘case-mix category’
means each of the 18 case-mix categories es-
tablished under the Phase II Home Health
Agency Prospective Payment Demonstration
Project conducted by the Health Care Fi-
nancing Administration. The Secretary may
develop an alternate methodology for deter-
mining case-mix categories.

‘‘(D) EPISODE.—
‘‘(i) IN GENERAL.—For purposes of this

paragraph, the term ‘episode’ means the con-
tinuous 120-day period that—

‘‘(I) begins on the date of an individual’s
first visit for a type of home health service
described in subsection (a)(2) for a case-mix
category, and

‘‘(II) is immediately preceded by a 60-day
period in which the individual did not re-
ceive visits for a type of home health service
described in subsection (a)(2).

‘‘(ii) TREATMENT OF EPISODES SPANNING
COST REPORTING PERIODS.—The Secretary
shall provide for such rules as the Secretary
considers appropriate regarding the treat-
ment of episodes under this paragraph which
begin during a cost reporting period and end
in a subsequent cost reporting period.

‘‘(E) EXEMPTIONS AND EXCEPTIONS.—The
Secretary may provide for exemptions and
exceptions to the limits established under
this paragraph for a fiscal year as the Sec-
retary deems appropriate, to the extent such

exemptions and exceptions do not result in
greater payments under this section than
the exemptions and exceptions provided
under section 1861(v)(1)(L)(ii) in fiscal year
1994, increased by the home health market
basket percentage increase for the fiscal
year involved (as defined in subsection
(b)(4)).

‘‘(2) RECONCILIATION OF AMOUNTS.—
‘‘(A) OVERPAYMENTS TO HOME HEALTH AGEN-

CIES.—Subject to subparagraph (B), if a home
health agency has received aggregate per
visit payments under subsection (a) for a fis-
cal year in excess of the amount determined
under paragraph (1) with respect to such
home health agency for such fiscal year, the
Secretary shall reduce payments under this
section to the home health agency in the fol-
lowing fiscal year in such manner as the Sec-
retary considers appropriate (including on an
installment basis) to recapture the amount
of such excess.

‘‘(B) EXCEPTION FOR HOME HEALTH SERVICES
FURNISHED OVER A PERIOD GREATER THAN 165
DAYS.—

‘‘(i) IN GENERAL.—For purposes of subpara-
graph (A), the amount of aggregate per visit
payments determined under subsection (a)
shall not include payments for home health
visits furnished to an individual on or after
a continuous period of more than 165 days
after an individual begins an episode de-
scribed in subsection (c)(1)(D) (if such period
is not interrupted by the beginning of a new
episode).

‘‘(ii) REQUIREMENT OF CERTIFICATION.—
Clause (i) shall not apply if the agency has
not obtained a physician’s certification with
respect to the individual requiring such vis-
its that includes a statement that the indi-
vidual requires such continued visits, the
reason for the need for such visits, and a de-
scription of such services furnished during
such visits.

‘‘(C) SHARE OF SAVINGS.—
‘‘(i) BONUS PAYMENTS.—If a home health

agency has received aggregate per visit pay-
ments under subsection (a) for a fiscal year
in an amount less than the amount deter-
mined under paragraph (1) with respect to
such home health agency for such fiscal
year, the Secretary shall pay such home
health agency a bonus payment equal to 50
percent of the difference between such
amounts in the following fiscal year, except
that the bonus payment may not exceed 5
percent of the aggregate per visit payments
made to the agency for the year.

‘‘(ii) INSTALLMENT BONUS PAYMENTS.—The
Secretary may make installment payments
during a fiscal year to a home health agency
based on the estimated bonus payment that
the agency would be eligible to receive with
respect to such fiscal year.

‘‘(d) MEDICAL REVIEW PROCESS.—The Sec-
retary shall implement a medical review
process (with a particular emphasis on fiscal
years 1997 and 1998) for the system of pay-
ments described in this section that shall
provide an assessment of the pattern of care
furnished to individuals receiving home
health services for which payments are made
under this section to ensure that such indi-
viduals receive appropriate home health
services. Such review process shall focus on
low-cost cases described in subsection (e)(3)
and cases described in subsection (c)(2)(B)
and shall require recertification by
intermediaries at 30, 60, 90, 120, and 165 days
into an episode described in subsection
(c)(1)(D).

‘‘(e) ADJUSTMENT OF PAYMENTS TO AVOID
CIRCUMVENTION OF LIMITS.—

‘‘(1) IN GENERAL.—The Secretary shall pro-
vide for appropriate adjustments to pay-
ments to home health agencies under this
section to ensure that agencies do not cir-
cumvent the purpose of this section by—

‘‘(A) discharging patients to another home
health agency or similar provider;

‘‘(B) altering corporate structure or name
to avoid being subject to this section or for
the purpose of increasing payments under
this title; or

‘‘(C) undertaking other actions considered
unnecessary for effective patient care and in-
tended to achieve maximum payments under
this title.

‘‘(2) TRACKING OF PATIENTS THAT SWITCH
HOME HEALTH AGENCIES DURING EPISODE.—

‘‘(A) DEVELOPMENT OF SYSTEM.—The Sec-
retary shall develop a system that tracks
home health patients that receive home
health services described in subsection (a)(2)
from more than 1 home health agency during
an episode described in subsection (c)(1)(D).

‘‘(B) ADJUSTMENT OF PAYMENTS.—The Sec-
retary shall adjust payments under this sec-
tion to each home health agency that fur-
nishes an individual with a type of home
health service described in subsection (a)(2)
to ensure that aggregate payments on behalf
of such individual during such episode do not
exceed the amount that would be paid under
this section if the individual received such
services from a single home health agency.

‘‘(3) LOW-COST CASES.—The Secretary shall
develop a system designed to adjust pay-
ments to a home health agency for a fiscal
year to eliminate any increase in growth of
the percentage of low-cost episodes for which
home health services are furnished by the
agency over such percentage determined for
the agency for the 12-month cost reporting
period ending on June 30, 1994. The Secretary
shall define a low-cost episode in a manner
that provides that a home health agency has
an incentive to be cost efficient in delivering
home health services and that the volume of
such services does not increase as a result of
factors other than patient needs.

‘‘(f) REPORT BY MEDICARE PAYMENT REVIEW
COMMISSION.—During the first 3 years in
which payments are made under this section,
the Medicare Payment Review Commission
shall annually submit a report to Congress
on the effectiveness of the payment meth-
odology established under this section that
shall include recommendations regarding the
following:

‘‘(1) Case-mix and volume increases.
‘‘(2) Quality monitoring of home health

agency practices.
‘‘(3) Whether a capitated payment for home

care patients receiving care during a contin-
uous period exceeding 165 days is warranted.

‘‘(4) Whether public providers of service are
adequately reimbursed.

‘‘(5) The adequacy of the exemptions and
exceptions to the limits provided under sub-
section (c)(1)(E).

‘‘(6) The appropriateness of the methods
provided under this section to adjust the per
episode limits and annual payment updates
to reflect changes in the mix of services,
number of visits, and assignment to case cat-
egories to reflect changing patterns of home
health care.

‘‘(7) The geographic areas used to deter-
mine the per episode limits.

‘‘(g) NO EFFECT ON NON-MEDICARE SERV-
ICES.—Nothing in this section may be con-
strued to affect the provision of or payment
for home health services for which payment
is not made under this title.’’.

(b) PAYMENT FOR PROSTHETICS AND
ORTHOTICS UNDER PART A.—Section 1814(k)
(42 U.S.C. 1395f(k)) is amended—

(1) by inserting ‘‘and prosthetics and
orthotics’’ after ‘‘durable medical equip-
ment’’; and

(2) by inserting ‘‘and 1834(h), respectively’’
after ‘‘1834(a)(1)’’.

(c) CONFORMING AMENDMENTS.—
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(1) PAYMENTS UNDER PART A.—Section

1814(b) (42 U.S.C. 1395f(b)), as amended by sec-
tion 15522(b), is amended in the matter pre-
ceding paragraph (1) by striking ‘‘1888 and
1888A’’ and inserting ‘‘1888, 1888A, and 1894’’.

(2) TREATMENT OF ITEMS AND SERVICES PAID
UNDER PART B.—

(A) PAYMENTS UNDER PART B.—Section
1833(a)(2) (42 U.S.C. 1395l(a)(2)) is amended—

(i) by amending subparagraph (A) to read
as follows:

‘‘(A) with respect to home health serv-
ices—

‘‘(i) that are a type of home health service
described in section 1894(a)(2), and which are
furnished to an individual who (at the time
the item or service is furnished) is under a
plan of care of a home health agency, the
amount determined under section 1894; or

‘‘(ii) that are not described in clause (i)
(other than a covered osteoporosis drug) (as
defined in section 1861(kk)), the lesser of—

‘‘(I) the reasonable cost of such services, as
determined under section 1861(v), or

‘‘(II) the customary charges with respect
to such services;’’.

(ii) by striking ‘‘and’’ at the end of sub-
paragraph (E);

(iii) by adding ‘‘and’’ at the end of subpara-
graph (F); and

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

‘‘(G) with respect to items and services de-
scribed in section 1861(s)(10)(A), the lesser
of—

‘‘(i) the reasonable cost of such services, as
determined under section 1861(v), or

‘‘(ii) the customary charges with respect to
such services,

or, if such services are furnished by a public
provider of services, or by another provider
which demonstrates to the satisfaction of
the Secretary that a significant portion of
its patients are low-income (and requests
that payment be made under this provision),
free of charge or at nominal charges to the
public, the amount determined in accordance
with section 1814(b)(2);’’.

(B) REQUIRING PAYMENT FOR ALL ITEMS AND
SERVICES TO BE MADE TO AGENCY.—

(i) IN GENERAL.—The first sentence of sec-
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)), as
amended by section 15525(a)(1), is amended—

(I) by striking ‘‘and (E)’’ and inserting
‘‘(E)’’; and

(II) by striking the period at the end and
inserting the following: ‘‘, and (F) in the case
of types of home health services described in
section 1894(a)(2) furnished to an individual
who (at the time the item or service is fur-
nished) is under a plan of care of a home
health agency, payment shall be made to the
agency (without regard to whether or not the
item or service was furnished by the agency,
by others under arrangement with them
made by the agency, or otherwise).’’.

(ii) CONFORMING AMENDMENT.—Section
1832(a)(1) (42 U.S.C. 1395k(a)(1)), as amended
by section 15525(a)(3), is amended by striking
‘‘section 1842(b)(6)(E);’’ and inserting ‘‘sub-
paragraphs (E) and (F) of section 1842(b)(6);’’.

(C) EXCLUSIONS FROM COVERAGE.—Section
1862(a) (42 U.S.C. 1395y(a)), as amended by
section 15525(a)(2) and section 15609B(a), is
amended—

(i) by striking ‘‘or’’ at the end of paragraph
(16);

(ii) by striking the period at the end of
paragraph (17) and inserting ‘‘; or’’; and

(iii) by adding at the end the following new
paragraph:

‘‘(18) where such expenses are for home
health services furnished to an individual
who is under a plan of care of the home
health agency if the claim for payment for
such services is not submitted by the agen-
cy.’’.

(3) SUNSET OF REASONABLE COST LIMITA-
TIONS.—Section 1861(v)(1)(L) (42 U.S.C.
1395x(v)(1)(L)) is amended by adding at the
end the following new clause:

‘‘(iv) This subparagraph shall apply only to
services furnished by home health agencies
during cost reporting periods ending on or
before September 30, 1996.’’.

(d) LIMITATION ON PART A COVERAGE.—
(1) IN GENERAL.—Section 1812(a)(3) (42

U.S.C. 1395d(a)(3)) is amended by striking the
semicolon and inserting ‘‘for up to 165 days
during any spell of illness;’’.

(2) CONFORMING AMENDMENT.—Section
1812(b) (42 U.S.C. 1395d(b)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (2),

(B) by striking the period at the end of
paragraph (3) and inserting ‘‘; or’’, and

(C) by adding at the end the following new
paragraph:

‘‘(4) home health services furnished to the
individual during such spell after such serv-
ices have been furnished to the individual for
165 days during such spell.’’.

(3) EXCLUSION OF ADDITIONAL PART B COSTS
FROM DETERMINATION OF PART B MONTHLY
PREMIUM.—Section 1839(a) (42 U.S.C. 1395r(a))
is amended—

(A) in the second sentence of paragraph (1),
by striking ‘‘enrollees.’’ and inserting ‘‘en-
rollees (except as provided in paragraph
(5)).’’; and

(B) by adding at the end the following new
paragraph:

‘‘(5) In estimating the benefits and admin-
istrative costs which will be payable from
the Federal Supplementary Medical Insur-
ance Trust Fund for a year (beginning with
1996), the Secretary shall exclude an esti-
mate of any benefits and costs attributable
to home health services for which payment
would have been made under part A during
the year but for paragraph (4) of section
1812(b).’’.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to spells
of illness beginning on or after October 1,
1995.

(e) EFFECTIVE DATE.—Except as provided in
subsection (d)(4), the amendments made by
this section shall apply to cost reporting pe-
riods beginning on or after October 1, 1996.
SEC. 15702. MAINTAINING SAVINGS RESULTING

FROM TEMPORARY FREEZE ON PAY-
MENT INCREASES FOR HOME
HEALTH SERVICES.

(a) BASING UPDATES TO PER VISIT COST
LIMITS ON LIMITS FOR FISCAL YEAR 1993.—
Section 1861(v)(1)(L)(iii) (42 U.S.C.
1395x(v)(1)(L)(iii)) is amended by adding at
the end the following sentence: ‘‘In estab-
lishing limits under this subparagraph, the
Secretary may not take into account any
changes in the costs of the provision of serv-
ices furnished by home health agencies with
respect to cost reporting periods which
began on or after July 1, 1994, and before
July 1, 1996.’’.

(b) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by subsection (a) in mak-
ing any exemptions and exceptions pursuant
to section 1861(v)(1)(L)(ii) of the Social Secu-
rity Act.
SEC. 15703. EXTENSION OF WAIVER OF PRESUMP-

TION OF LACK OF KNOWLEDGE OF
EXCLUSION FROM COVERAGE FOR
HOME HEALTH AGENCIES.

Section 9305(g)(3) of OBRA–1986, as amend-
ed by section 426(d) of the Medicare Cata-
strophic Coverage Act of 1988 and section
4207(b)(3) of OBRA–1990 (as renumbered by
section 160(d)(4) of the Social Security Act
Amendments of 1994), is amended by striking
‘‘December 31, 1995’’ and inserting ‘‘Septem-
ber 30, 1996’’.

SEC. 15704. REPORT ON RECOMMENDATIONS FOR
PAYMENTS AND CERTIFICATION
FOR HOME HEALTH SERVICES OF
CHRISTIAN SCIENCE PROVIDERS.

Not later than July 1, 1996, the Secretary
of Health and Human Services shall submit
recommendations to Congress regarding an
appropriate methodology for making pay-
ments under the medicare program for home
health services furnished by Christian
Science providers who meet applicable re-
quirements of the First Church of Christ,
Scientist, Boston, Massachusetts, and appro-
priate criteria for the certification of such
providers for purposes of the medicare pro-
gram.
SEC. 15705. EXTENSION OF PERIOD OF HOME

HEALTH AGENCY CERTIFICATION.
Section 1891(c)(2)(A) (42 U.S.C.

1395bbb(c)(2)(A)) is amended—
(1) by striking ‘‘15 months’’ and inserting

‘‘36 months’’; and
(2) by striking the second sentence and in-

serting the following: ‘‘The Secretary shall
establish a frequency for surveys of home
health agencies within this 36-month inter-
val commensurate with the need to assure
the delivery of quality home health serv-
ices.’’.

PART 2—MEDICARE SECONDARY PAYER
IMPROVEMENTS

SEC. 15711. EXTENSION AND EXPANSION OF EX-
ISTING REQUIREMENTS.

(a) DATA MATCH.—
(1) Section 1862(b)(5)(C) (42 U.S.C.

1395y(b)(5)(C)) is amended by striking clause
(iii).

(2) Section 6103(l)(12) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraph (F).

(b) APPLICATION TO DISABLED INDIVIDUALS
IN LARGE GROUP HEALTH PLANS.—

(1) IN GENERAL.—Section 1862(b)(1)(B) (42
U.S.C. 1395y(b)(1)(B)) is amended—

(A) in clause (i), by striking ‘‘clause (iv)’’
and inserting ‘‘clause (iii)’’,

(B) by striking clause (iii), and
(C) by redesignating clause (iv) as clause

(iii).
(2) CONFORMING AMENDMENTS.—Paragraphs

(1) through (3) of section 1837(i) (42 U.S.C.
1395p(i)) and the second sentence of section
1839(b) (42 U.S.C. 1395r(b)) are each amended
by striking ‘‘1862(b)(1)(B)(iv)’’ each place it
appears and inserting ‘‘1862(b)(1)(B)(iii)’’.

(c) EXPANSION OF PERIOD OF APPLICATION
TO INDIVIDUALS WITH END STAGE RENAL DIS-
EASE.—Section 1862(b)(1)(C) (42 U.S.C.
1395y(b)(1)(C)) is amended—

(1) in the first sentence, by striking ‘‘12-
month’’ each place it appears and inserting
‘‘24-month’’, and

(2) by striking the second sentence.
SEC. 15712. IMPROVEMENTS IN RECOVERY OF

PAYMENTS.
(a) PERMITTING RECOVERY AGAINST THIRD

PARTY ADMINISTRATORS OF PRIMARY PLANS.—
Section 1862(b)(2)(B)(ii) (42 U.S.C.
1395y(b)(2)(B)(ii)) is amended—

(1) by striking ‘‘under this subsection to
pay’’ and inserting ‘‘(directly, as a third-
party administrator, or otherwise) to make
payment’’, and

(2) by adding at the end the following:
‘‘The United States may not recover from a
third-party administrator under this clause
in cases where the third-party administrator
would not be able to recover the amount at
issue from the employer or group health plan
for whom it provides administrative services
due to the insolvency or bankruptcy of the
employer or plan.’’.

(b) EXTENSION OF CLAIMS FILING PERIOD.—
Section 1862(b)(2)(B) (42 U.S.C. 1395y(b)(2)(B))
is amended by adding at the end the follow-
ing new clause:

‘‘(v) CLAIMS-FILING PERIOD.—Notwithstand-
ing any other time limits that may exist for
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filing a claim under an employer group
health plan, the United States may seek to
recover conditional payments in accordance
with this subparagraph where the request for
payment is submitted to the entity required
or responsible under this subsection to pay
with respect to the item or service (or any
portion thereof) under a primary plan within
the 3-year period beginning on the date on
which the item or service was furnished.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished on or after the date of
the enactment of this Act.
SEC. 15713. PROHIBITING RETROACTIVE APPLI-

CATION OF POLICY REGARDING
ESRD BENEFICIARIES ENROLLED IN
PRIMARY PLANS.

For purposes of carrying out section
1862(b)(1)(C) of the Social Security Act, the
Secretary of Health and Human Services
shall apply the policy directive issued by the
Administrator of the Health Care Financing
Administration on April 24, 1995, only with
respect to items and services furnished on or
after such date.

PART 3—FAILSAFE
SEC. 15721. FAILSAFE BUDGET MECHANISM.

(a) IN GENERAL.—Title XVIII, as amended
by sections 15106(a) and 15701(a), is amended
by adding at the end the following new sec-
tion:

‘‘FAILSAFE BUDGET MECHANISM

‘‘SEC. 1895. (a) REQUIREMENT OF PAYMENT
ADJUSTMENTS TO ACHIEVE MEDICARE BUDGET
TARGETS.—If the Secretary determines under
subsection (e)(3)(C) before a fiscal year (be-
ginning with fiscal year 1998) that—

‘‘(1) the fee-for-service expenditures (as de-
fined in subsection (f)) for a sector of medi-
care services (as defined in subsection (b))
for the fiscal year, will exceed

‘‘(2) the allotment specified under sub-
section (c)(2) for such fiscal year (taking into
account any adjustment in the allotment
under subsection (h) for that fiscal year),
then, notwithstanding any other provision of
this title, there shall be an adjustment (con-
sistent with subsection (d)) in applicable
payment rates or payments for items and
services included in the sector in the fiscal
year so that such expenditures for the sector
for the year will be reduced by 1331⁄3 percent
of the amount of such excess.

‘‘(b) SECTORS OF MEDICARE SERVICES DE-
SCRIBED.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, items and services included under each
of the following subparagraphs shall be con-
sidered to be a separate ‘sector’ of medicare
services:

‘‘(A) Inpatient hospital services.
‘‘(B) Home health services.
‘‘(C) Extended care services (for inpatients

of skilled nursing facilities).
‘‘(D) Hospice care.
‘‘(E) Physicians’ services (including serv-

ices and supplies described in section
1861(s)(2)(A)) and services of other health
care professionals (including certified reg-
istered nurse anesthetists, nurse practition-
ers, physician assistants, and clinical psy-
chologists) for which separate payment is
made under this title.

‘‘(F) Outpatient hospital services and am-
bulatory facility services.

‘‘(G) Durable medical equipment and sup-
plies, including prosthetic devices and
orthotics.

‘‘(H) Diagnostic tests (including clinical
laboratory services and x-ray services).

‘‘(I) Other items and services.
‘‘(2) CLASSIFICATION OF ITEMS AND SERV-

ICES.—The Secretary shall classify each type
of items and services covered and paid for
separately under this title into one of the
sectors specified in paragraph (1). After pub-
lication of such classification under sub-
section (e)(1), the Secretary is not authorized
to make substantive changes in such classi-
fication.

‘‘(c) ALLOTMENT.—
‘‘(1) ALLOTMENTS FOR EACH SECTOR.—For

purposes of this section, subject to sub-
section (h)(1), the allotment for a sector of
medicare services for a fiscal year is equal to
the product of—

‘‘(A) the total allotment for the fiscal year
established under paragraph (2), and

‘‘(B) the allotment proportion (specified
under paragraph (3)) for the sector and fiscal
year involved.

‘‘(2) TOTAL ALLOTMENT.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the total allotment for a fiscal year is
equal to—

‘‘(i) the medicare benefit budget for the fis-
cal year (as specified under subparagraph
(B)), reduced by

‘‘(ii) the amount of payments the Sec-
retary estimates will be made in the fiscal
year under the MedicarePlus program under
part C.

In making the estimate under clause (ii), the
Secretary shall take into account estimated
enrollment and demographic profile of indi-
viduals electing MedicarePlus products.

‘‘(B) MEDICARE BENEFIT BUDGET.—For pur-
poses of this subsection, subject to subpara-
graph (C), the ‘medicare benefit budget’—

‘‘(i) for fiscal year 1997 is $208.0 billion;
‘‘(ii) for fiscal year 1998 is $217.1 billion;
‘‘(iii) for fiscal year 1999 is $228.4 billion;
‘‘(iv) for fiscal year 2000 is $246.4 billion;
‘‘(v) for fiscal year 2001 is $265.5 billion;
‘‘(vi) for fiscal year 2002 is $288.0 billion;

and
‘‘(vii) for a subsequent fiscal year is equal

to the medicare benefit budget under this
subparagraph for the preceding fiscal year
increased by the product of (I) 1.05, and (II)
1 plus the annual percentage increase in the
average number of medicare beneficiaries
from the previous fiscal year to the fiscal
year involved.

‘‘(3) MEDICARE ALLOTMENT PROPORTION DE-
FINED.—

‘‘(A) IN GENERAL.—For purposes of this sec-
tion and with respect to a sector of medicare
services for a fiscal year, the term ‘medicare
allotment proportion’ means the ratio of—

‘‘(i) the baseline-projected medicare ex-
penditures (as determined under subpara-
graph (B)) for the sector for the fiscal year,
to

‘‘(ii) the sum of such baseline expenditures
for all such sectors for the fiscal year.

‘‘(B) BASELINE-PROJECTED MEDICARE EX-
PENDITURES.—In this paragraph, the ‘base-
line, projected medicare expenditures’ for a
sector of medicare services—

‘‘(i) for fiscal year 1996 is equal to fee-for-
service expenditures for such sector during
fiscal year 1995, increased by the baseline an-
nual growth rate for such sector of medicare
services for fiscal year 1996 (as specified in
table in subparagraph (C)); and

‘‘(ii) for a subsequent fiscal year is equal to
the baseline-projected medicare expenditures
under this subparagraph for the sector for
the previous fiscal year increased by the
baseline annual growth rate for such sector
for the fiscal year involved (as specified in
such table).

‘‘(C) BASELINE ANNUAL GROWTH RATES.—The
following table specifies the baseline annual
growth rates for each of the sectors for dif-
ferent fiscal years:

‘‘For the following sector—

Baseline annual growth rates for fiscal year—

1996 1997 1998 1999 2000 2001

2002
and

there-
after

(A) Inpatient hospital services .............................................................................................................................................................................................................................. 5.7% 5.6% 6.0% 6.1% 5.7% 5.5% 5.2%
(B) Home health services ...................................................................................................................................................................................................................................... 17.2% 15.1% 11.7% 9.1% 8.4% 8.1% 7.9%
(C) Extended care services .................................................................................................................................................................................................................................... 19.7% 12.3% 9.3% 8.7% 8.6% 8.4% 8.0%
(D) Hospice care .................................................................................................................................................................................................................................................... 32.0% 24.0% 18.0% 15.0% 12.0% 10.0% 9.0%
(E) Physicians’ services ......................................................................................................................................................................................................................................... 12.4% 9.7% 8.7% 9.0% 9.3% 9.6% 10.1%
(F) Outpatient hospital services ............................................................................................................................................................................................................................ 14.7% 13.9% 14.5% 15.0% 14.1% 13.9% 14.0%
(G) Durable medical equipment and supplies ...................................................................................................................................................................................................... 16.1% 15.5% 13.7% 12.4% 13.2% 13.9% 14.5%
(H) Diagnostic tests ............................................................................................................................................................................................................................................... 13.1% 11.3% 11.0% 11.4% 11.4% 11.5% 11.9%
(I) Other items and services ................................................................................................................................................................................................................................. 11.2% 10.2% 10.9% 12.0% 11.6% 11.6% 11.8%

‘‘(d) MANNER OF PAYMENT ADJUSTMENT.—
‘‘(1) IN GENERAL.—Subject to the succeed-

ing provisions of this subsection, the Sec-
retary shall apply a payment reduction for a
sector for a fiscal year in such a manner as
to—

‘‘(A) make a change in payment rates (to
the maximum extent practicable) at the
time payment rates are otherwise changed or
subject to change for that fiscal year; and

‘‘(B) provide for the full appropriate ad-
justment so that the fee-for-service expendi-
tures for the sector for the fiscal year will

approximate (and not exceed) the allotment
for the sector for the fiscal year.

‘‘(2) TAKING INTO ACCOUNT VOLUME AND CASH

FLOW.—In providing for an adjustment in
payments under this subsection for a sector
for a fiscal year, the Secretary shall take
into account (in a manner consistent with
actuarial projections)—

‘‘(A) the impact of such an adjustment on
the volume or type of services provided in
such sector (and other sectors), and

‘‘(B) the fact that an adjustment may
apply to items and services furnished in a

fiscal year (payment for which may occur in
a subsequent fiscal year),

in a manner that is consistent with assuring
that total fee-for-services expenditures for
each sector for the fiscal year will not exceed
the allotment under subsection (c)(1) for
such sector for such year.

‘‘(3) PROPORTIONALITY OF REDUCTIONS WITH-
IN A SECTOR.—In making adjustments under
this subsection in payment for items and
services included within a sector of medicare
services for a fiscal year, the Secretary shall
provide for such an adjustment that results
(to the maximum extent feasible) in the
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same percentage reductions in aggregate
Federal payments under parts A and B for
the different classes of items and services in-
cluded within the sector for the fiscal year.

‘‘(4) APPLICATION TO PAYMENTS MADE BASED

ON PROSPECTIVE PAYMENT RATES DETERMINED

ON A FISCAL YEAR BASIS.—
‘‘(A) IN GENERAL.—In applying subsection

(a) with respect to items and services for
which payment is made under part A or B on
the basis of rates that are established on a
prospective basis for (and in advance of) a
fiscal year, the Secretary shall provide for
the payment adjustment under such sub-
section through an appropriate reduction in
such rates established for items and services
furnished (or, in the case of payment for op-
erating costs of inpatient hospital services of
subsection (d) hospitals and subsection (d)
Puerto Rico hospitals (as defined in para-
graphs (1)(B) and (9)(A) of section 1886(d)),
discharges occurring) during such year.

‘‘(B) DESCRIPTION OF APPLICATION TO SPE-
CIFIC SERVICES.—The payment adjustment
described in subparagraph (A) applies for a
fiscal year to at least the following:

‘‘(i) UPDATE FACTOR FOR PAYMENT FOR OP-
ERATING COSTS OF INPATIENT HOSPITAL SERV-
ICES OF PPS HOSPITALS.—To the computation
of the applicable percentage increase speci-
fied in section 1886(d)(3)(B)(i) for discharges
occurring in the fiscal year.

‘‘(ii) HOME HEALTH SERVICES.—To the ex-
tent payment amounts for home health serv-
ices are based on per visit payment rates
under section 1894, to the computation of the
increase in the national per visit payment
rates established for the year under section
1894(b)(2)(B).

‘‘(iii) HOSPICE CARE.—To the update of pay-
ment rates for hospice care under section
1814(i) for services furnished during the fiscal
year.

‘‘(iv) UPDATE FACTOR FOR PAYMENT OF OP-
ERATING COSTS OF INPATIENT HOSPITAL SERV-
ICES OF PPS-EXEMPT HOSPITALS.—To the com-
putation of the target amount under section
1886(b)(3) for discharges occurring during the
fiscal year.

‘‘(v) COVERED NON-ROUTINE SERVICES OF
SKILLED NURSING FACILITIES.—To the com-
putation of the facility per stay limits for
the year under section 1888A(d) for covered
non-routine services of a skilled nursing fa-
cility (as described in such section).

‘‘(5) APPLICATION TO PAYMENTS MADE BASED
ON PROSPECTIVE PAYMENT RATES DETERMINED
ON A CALENDAR YEAR BASIS.—

‘‘(A) IN GENERAL.—In applying subsection
(a) for a fiscal year with respect to items and
services for which payment is made under
part A or B on the basis of rates that are es-
tablished on a prospective basis for (and in
advance of) a calendar year, the Secretary
shall provide for the payment adjustment
under such subsection through an appro-
priate reduction in such rates established for
items and services furnished at any time
during such calendar year as follows:

‘‘(i) For fiscal year 1997, the reduction shall
be made for payment rates during calendar
year 1997 in a manner so as to achieve the
necessary payment reductions for such fiscal
year for items and services furnished during
the first 3 quarters of calendar year 1997.

‘‘(ii) For a subsequent fiscal year, the re-
duction shall be made for payment rates dur-
ing the calendar year in which the fiscal
year ends in a manner so as to achieve the
necessary payment reductions for such fiscal
year for items and services furnished during
the first 3 quarters of the calendar year, but
also taking into account the payment reduc-
tions made in the first quarter of the fiscal
year resulting from payment reductions
made under this paragraph for the previous
calendar year.

‘‘(iii) Payment rate reductions effected
under this subparagraph for a calendar year
and applicable to the last 3 quarters of the
fiscal year in which the calendar year ends
shall continue to apply during the first quar-
ter of the succeeding fiscal year.

‘‘(B) APPLICATION IN SPECIFIC CASES.—The
payment adjustment described in subpara-
graph (A) applies for a fiscal year to at least
the following:

‘‘(i) UPDATE IN CONVERSION FACTOR FOR
PHYSICIANS’ SERVICES.—To the computation
of the conversion factor under subsection (d)
of section 1848 used in the fee schedule estab-
lished under subsection (b) of such section,
for items and services furnished during the
calendar year in which the fiscal year ends.

‘‘(ii) PAYMENT RATES FOR OTHER HEALTH
CARE PROFESSIONALS.—To the computation of
payments for professional services of cer-
tified registered nurse anesthetists under
section 1833(l), nurse midwives, physician as-
sistants, nurse practitioners and clinical
nurse specialists under section 1833(r), clini-
cal psychologists, clinical social workers,
physical or occupational therapists, and any
other health professionals for which pay-
ment rates are based (in whole or in part) on
payments for physicians’ services, for serv-
ices furnished during the calendar year in
which the fiscal year ends.

‘‘(iii) UPDATE IN LAB FEE SCHEDULE.—To the
computation of the fee schedule amount
under section 1833(h)(2) for clinical diag-
nostic laboratory services furnished during
the calendar year in which the fiscal year
ends.

‘‘(iv) UPDATE IN REASONABLE CHARGES FOR
VACCINES.—To the computation of the rea-
sonable charge for vaccines described in sec-
tion 1861(s)(10) for vaccines furnished during
the calendar year in which the fiscal year
ends.

‘‘(v) DURABLE MEDICAL EQUIPMENT-RELATED
ITEMS.—To the computation of the payment
basis under section 1834(a)(1)(B) for covered
items described in section 1834(a)(13), for
items furnished during the calendar year in
which the fiscal year ends.

‘‘(vi) RADIOLOGIST SERVICES.—To the com-
putation of conversion factors for radiologist
services under section 1834(b), for services
furnished during the calendar year in which
the fiscal year ends.

‘‘(vii) SCREENING MAMMOGRAPHY.—To the
computation of payment rates for screening
mammography under section 1834(c)(1)(C)(ii),
for screening mammography performed dur-
ing the calendar year in which the fiscal
year ends.

‘‘(viii) PROSTHETICS AND ORTHOTICS.—To
the computation of the amount to be recog-
nized under section 1834(h) for payment for
prosthetic devices and orthotics and pros-
thetics, for items furnished during the cal-
endar year in which the fiscal year ends.

‘‘(ix) SURGICAL DRESSINGS.—To the com-
putation of the payment amount referred to
in section 1834(i)(1)(B) for surgical dressings,
for items furnished during the calendar year
in which the fiscal year ends.

‘‘(x) PARENTERAL AND ENTERAL NUTRI-
TION.—To the computation of reasonable
charge screens for payment for parenteral
and enteral nutrition under section 1834(h),
for nutrients furnished during the calendar
year in which the fiscal year ends.

‘‘(xi) AMBULANCE SERVICES.—To the com-
putation of limits on reasonable charges for
ambulance services, for services furnished
during the calendar year in which the fiscal
year ends.

‘‘(6) APPLICATION TO PAYMENTS MADE BASED
ON COSTS DURING A COST REPORTING PERIOD.—

‘‘(A) IN GENERAL.—In applying subsection
(a) for a fiscal year with respect to items and
services for which payment is made under
part A or B on the basis of costs incurred for

items and services in a cost reporting period,
the Secretary shall provide for the payment
adjustment under such subsection for a fiscal
year through an appropriate proportional re-
duction in the payment for costs for such
items and services incurred at any time dur-
ing each cost reporting period any part of
which occurs during the fiscal year involved,
but only (for each such cost reporting period)
in the same proportion as the fraction of the
cost reporting period that occurs during the
fiscal year involved.

‘‘(B) APPLICATION IN SPECIFIC CASES.—The
payment adjustment described in subpara-
graph (A) applies for a fiscal year to at least
the following:

‘‘(i) CAPITAL-RELATED COSTS OF HOSPITAL

SERVICES.—To the computation of payment
amounts for inpatient and outpatient hos-
pital services under sections 1886(g) and
1861(v) for portions of cost reporting periods
occurring during the fiscal year.

‘‘(ii) OPERATING COSTS FOR PPS-EXEMPT HOS-
PITALS.—To the computation of payment
amounts under section 1886(b) for operating
costs of inpatient hospital services of PPS-
exempt hospitals for portions of cost report-
ing periods occurring during the fiscal year.

‘‘(iii) DIRECT GRADUATE MEDICAL EDU-
CATION.—To the computation of payment
amounts under section 1886(h) for reasonable
costs of direct graduate medical education
costs for portions of cost reporting periods
occurring during the fiscal year.

‘‘(iv) INPATIENT RURAL PRIMARY CARE HOS-
PITAL SERVICES.—To the computation of pay-
ment amounts under section 1814(j) for inpa-
tient rural primary care hospital services for
portions of cost reporting periods occurring
during the fiscal year.

‘‘(v) EXTENDED CARE SERVICES OF A SKILLED

NURSING FACILITY.—To the computation of
payment amounts under section 1861(v) for
post-hospital extended care services of a
skilled nursing facility (other than covered
non-routine services subject to section
1888A) for portions of cost reporting periods
occurring during the fiscal year.

‘‘(vi) REASONABLE COST CONTRACTS.—To the
computation of payment amounts under sec-
tion 1833(a)(1)(A) for organizations for por-
tions of cost reporting periods occurring dur-
ing the fiscal year.

‘‘(vii) HOME HEALTH SERVICES.—Subject to
paragraph (4)(B)(ii), for payment amounts for
home health services, for portions of cost re-
porting periods occurring during such fiscal
year.

‘‘(7) OTHER.—In applying subsection (a) for
a fiscal year with respect to items and serv-
ices for which payment is made under part A
or B on a basis not described in a previous
paragraph of this subsection, the Secretary
shall provide for the payment adjustment
under such subsection through an appro-
priate proportional reduction in the pay-
ments (or payment bases for items and serv-
ices furnished) during the fiscal year.

‘‘(8) ADJUSTMENT OF PAYMENT LIMITS.—The
Secretary shall provide for such proportional
adjustment in any limits on payment estab-
lished under part A or B for payment for
items and services within a sector as may be
appropriate based on (and in order to prop-
erly carry out) the adjustment on the
amount of payment under this subsection in
the sector.

‘‘(9) REFERENCES TO PAYMENT RATES.—Ex-
cept as the Secretary may provide, any ref-
erence in this title (other than this section)
to a payment rate is deemed a reference to
such a rate as adjusted under this sub-
section.

‘‘(e) PUBLICATION OF DETERMINATIONS; JUDI-
CIAL REVIEW.—
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‘‘(1) ONE-TIME PUBLICATION OF SECTORS AND

GENERAL PAYMENT ADJUSTMENT METHODOL-
OGY.—Not later than October 1, 1996, the Sec-
retary shall publish in the Federal Register
the classification of medicare items and
services into the sectors of medicare services
under subsection (b) and the general meth-
odology to be used in applying payment ad-
justments to the different classes of items
and services within the sectors.

‘‘(2) INCLUSION OF INFORMATION IN PRESI-
DENT’S BUDGET.—

‘‘(A) IN GENERAL.—With respect to fiscal
years beginning with fiscal year 1999, the
President shall include in the budget submit-
ted under section 1105 of title 31, United
States Code, information on—

‘‘(i) the fee-for-service expenditures, within
each sector, for the second previous fiscal
year, and how such expenditures compare to
the adjusted sector allotment for that sector
for that fiscal year; and

‘‘(ii) actual annual growth rates for fee-for-
service expenditures in the different sectors
in the second previous fiscal year.

‘‘(B) RECOMMENDATIONS REGARDING GROWTH
FACTORS.—The President may include in
such budget for a fiscal year (beginning with
fiscal year 1998) recommendations regarding
percentages that should be applied (for one
or more fiscal years beginning with that fis-
cal year) instead of the baseline annual
growth rates under subsection (c)(3)(C). Such
recommendations shall take into account
medically appropriate practice patterns.

‘‘(3) DETERMINATIONS CONCERNING PAYMENT
ADJUSTMENTS.—

‘‘(A) RECOMMENDATIONS OF COMMISSION.—
By not later than March 1 of each year (be-
ginning with 1997), the Medicare Payment
Review Commission shall submit to the Sec-
retary and the Congress a report that ana-
lyzes the previous operation (if any) of this
section and that includes recommendations
concerning the manner in which this section
should be applied for the following fiscal
year.

‘‘(B) PRELIMINARY NOTICE BY SECRETARY.—
Not later than May 15 preceding the begin-
ning of each fiscal year (beginning with fis-
cal year 1998), the Secretary shall publish in
the Federal Register a notice containing the
Secretary’s preliminary determination, for
each sector of medicare services, concerning
the following:

‘‘(i) The projected allotment under sub-
section (c) for such sector for the fiscal year.

‘‘(ii) Whether there will be a payment ad-
justment for items and services included in
such sector for the fiscal year under sub-
section (a).

‘‘(iii) If there will be such an adjustment,
the size of such adjustment and the meth-
odology to be used in making such a pay-
ment adjustment for classes of items and
services included in such sector.

‘‘(iv) Beginning with fiscal year 1999, the
fee-for-service expenditures for such sector
for the second preceding fiscal year.

Such notice shall include an explanation of
the basis for such determination. Determina-
tions under this subparagraph and subpara-
graph (C) shall be based on the best data
available at the time of such determinations.

‘‘(C) FINAL DETERMINATION.—Not later than
September 1 preceding the beginning of each
fiscal year (beginning with fiscal year 1998),
the Secretary shall publish in the Federal
Register a final determination, for each sec-
tor of medicare services, concerning the
matters described in subparagraph (B) and
an explanation of the reasons for any dif-
ferences between such determination and the
preliminary determination for such fiscal
year published under subparagraph (B).

‘‘(4) LIMITATION ON ADMINISTRATIVE OR JUDI-
CIAL REVIEW.—There shall be no administra-

tive or judicial review under section 1878 or
otherwise of—

‘‘(A) the classification of items and serv-
ices among the sectors of medicare services
under subsection (b),

‘‘(B) the determination of the amounts of
allotments for the different sectors of medi-
care services under subsection (c),

‘‘(C) the determination of the amount (or
method of application) of any payment ad-
justment under subsection (d), or

‘‘(D) any adjustment in an allotment ef-
fected under subsection (h).

‘‘(f) FEE-FOR-SERVICE EXPENDITURES DE-
FINED.—In this section, the term ‘fee-for-
service expenditures’, for items and services
within a sector of medicare services in a fis-
cal year, means amounts payable for such
items and services which are furnished dur-
ing the fiscal year, and—

‘‘(1) includes types of expenses otherwise
reimbursable under parts A and B (including
administrative costs incurred by organiza-
tions described in sections 1816 and 1842) with
respect to such items and services, and

‘‘(2) does not include amounts paid under
part C.

‘‘(g) EXPEDITED PROCESS FOR ADJUSTMENT
OF SECTOR GROWTH RATES.—

‘‘(1) OPTIONAL INCLUSION OF LEGISLATIVE
PROPOSAL.—The President may include in
recommendations under subsection (e)(2)(B)
submitted with respect to a fiscal year a spe-
cific legislative proposal that provides only
for the substitution of percentages specified
in the proposal for one or more of the base-
line annual growth rates (specified in the
table in subsection (c)(3)(C) or in a previous
legislative proposal under this subsection)
for that fiscal year or any subsequent fiscal
year.

‘‘(2) CONGRESSIONAL CONSIDERATION.—
‘‘(A) IN GENERAL.—The percentages con-

tained in a legislative proposal submitted
under paragraph (1) shall apply under this
section if a joint resolution (described in
subparagraph (B)) approving such proposal is
enacted, in accordance with the provisions of
subparagraph (C), before the end of the 60-
day period beginning on the date on which
such proposal was submitted. For purposes of
applying the preceding sentence and sub-
paragraphs (B) and (C), the days on which ei-
ther House of Congress is not in session be-
cause of an adjournment of more than three
days to a day certain shall be excluded in the
computation of a period.

‘‘(B) JOINT RESOLUTION OF APPROVAL.—A
joint resolution described in this subpara-
graph means only a joint resolution which is
introduced within the 10-day period begin-
ning on the date on which the President sub-
mits a proposal under paragraph (1) and—

‘‘(i) which does not have a preamble;
‘‘(ii) the matter after the resolving clause

of which is as follows: ‘That Congress ap-
proves the proposal of the President provid-
ing for substitution of percentages for cer-
tain baseline annual growth rates under sec-
tion 1895 of the Social Security Act, as sub-
mitted by the President on lllllll.’,
the blank space being filled in with the ap-
propriate date; and

‘‘(iii) the title of which is as follows: ‘Joint
resolution approving Presidential proposal
to substitute certain specified percentages
for baseline annual growth rates under sec-
tion 1895 of the Social Security Act, as sub-
mitted by the President on lllllll.’,
the blank space being filled in with the ap-
propriate date.

‘‘(C) PROCEDURES FOR CONSIDERATION OF
RESOLUTION OF APPROVAL.—Subject to sub-
paragraph (D), the provisions of section 2908
(other than subsection (a)) of the Defense
Base Closure and Realignment Act of 1990
shall apply to the consideration of a joint
resolution described in subparagraph (B) in

the same manner as such provisions apply to
a joint resolution described in section 2908(a)
of such Act.

‘‘(D) SPECIAL RULES.—For purposes of ap-
plying subparagraph (C) with respect to such
provisions—

‘‘(i) any reference to the Committee on
Armed Services of the House of Representa-
tives shall be deemed a reference to an ap-
propriate Committee of the House of Rep-
resentatives (specified by the Speaker of the
House of Representatives at the time of sub-
mission of a legislative proposal under para-
graph (1)) and any reference to the Commit-
tee on Armed Services of the Senate shall be
deemed a reference to the Committee on Fi-
nance of the Senate;

‘‘(ii) any reference to a resolution of which
a committee shall be discharged from fur-
ther consideration shall be deemed to be a
reference to the first such resolution intro-
duced; and

‘‘(iii) any reference to the date on which
the President transmits a report shall be
deemed a reference to the date on which the
President submits the legislative proposal
under paragraph (1).

‘‘(h) LOOK-BACK ADJUSTMENT IN ALLOT-
MENTS TO REFLECT ACTUAL EXPENDITURES.—

‘‘(1) IN GENERAL.—If the Secretary deter-
mines under subsection (e)(3)(B) with respect
to a particular fiscal year (beginning with
fiscal year 1999) that the fee-for-service ex-
penditures for a sector of medicare services
for the second preceding fiscal year—

‘‘(A) exceeded the adjusted allotment for
such sector for such year (as defined in para-
graph (2)), then the allotment for the sector
for the particular fiscal year shall be reduced
by 1331⁄3 percent of the amount of such ex-
cess, or

‘‘(B) was less than the adjusted allotment
for such sector for such year, then the allot-
ment for the sector for the particular fiscal
year shall be increased by the amount of
such deficit.

‘‘(2) ADJUSTED ALLOTMENT.—The adjusted
allotment under this paragraph for a sector
for a fiscal year is—

‘‘(A) the amount that would be computed
as the allotment under subsection (c) for the
sector for the fiscal year if the actual
amount of payments made in the fiscal year
under the MedicarePlus program under part
C in the fiscal year were substituted for the
amount described in subsection (c)(2)(A)(ii)
for that fiscal year,

‘‘(B) adjusted to take into account the
amount of any adjustment under paragraph
(1) for that fiscal year (based on expenditures
in the second previous fiscal year).

‘‘(i) PROSPECTIVE APPLICATION OF CERTAIN
NATIONAL COVERAGE DETERMINATIONS.—In
the case of a national coverage determina-
tion that the Secretary projects will result
in significant additional expenditures under
this title (taking into account any substi-
tution for existing procedures or tech-
nologies), such determination shall not be-
come effective before the beginning of the
fiscal year that begins after the date of such
determination and shall apply to contracts
under part C entered into (or renewed) after
the date of such determination.’’.

(b) REPORT OF TRUSTEES ON GROWTH RATE
IN PART A EXPENDITURES.—Section 1817 (42
U.S.C. 1395i) is amended by adding at the end
the following new subsection:

‘‘(k) Each annual report provided in sub-
section (b)(2) shall include information re-
garding the annual rate of growth in pro-
gram expenditures that would be required to
maintain the financial solvency of the Trust
Fund and the extent to which the provisions
of section 1895 restrain the rate of growth of
expenditures under this part in order to
achieve such solvency.’’.
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PART 4—ADMINISTRATIVE

SIMPLIFICATION
SEC. 15731. STANDARDS FOR MEDICARE INFOR-

MATION TRANSACTIONS AND DATA
ELEMENTS.

Title XVIII, as amended by section 15031, is
amended by inserting after section 1806 the
following new section:

‘‘STANDARDS FOR MEDICARE INFORMATION
TRANSACTIONS AND DATA ELEMENTS

‘‘SEC. 1807. (a) ADOPTION OF STANDARDS FOR
DATA ELEMENTS.—

‘‘(1) IN GENERAL.—Pursuant to subsection
(b), the Secretary shall adopt standards for
information transactions and data elements
of medicare information and modifications
to the standards under this section that
are—

‘‘(A) consistent with the objective of reduc-
ing the administrative costs of providing and
paying for health care; and

‘‘(B) developed or modified by a standard
setting organization (as defined in sub-
section (h)(8)).

‘‘(2) SPECIAL RULE RELATING TO DATA ELE-
MENTS.—The Secretary may adopt or modify
a standard relating to data elements that is
different from the standard developed by a
standard setting organization, if—

‘‘(A) the different standard or modification
will substantially reduce administrative
costs to health care providers and health
plans compared to the alternative; and

‘‘(B) the standard or modification is pro-
mulgated in accordance with the rulemaking
procedures of subchapter III of chapter 5 of
title 5, United States Code.

‘‘(3) SECURITY STANDARDS FOR HEALTH IN-
FORMATION NETWORK.—

‘‘(A) IN GENERAL.—Each person, who main-
tains or transmits medicare information or
data elements of medicare information and
is subject to this section, shall maintain rea-
sonable and appropriate administrative,
technical, and physical safeguards—

‘‘(i) to ensure the integrity and confiden-
tiality of the information;

‘‘(ii) to protect against any reasonably an-
ticipated—

‘‘(I) threats or hazards to the security or
integrity of the information; and

‘‘(II) unauthorized uses or disclosures of
the information; and

‘‘(iii) to otherwise ensure compliance with
this section by the officers and employees of
such person.

‘‘(B) SECURITY STANDARDS.—The Secretary
shall establish security standards and modi-
fications to such standards with respect to
medicare information network services,
health plans, and health care providers
that—

‘‘(i) take into account—
‘‘(I) the technical capabilities of record

systems used to maintain medicare informa-
tion;

‘‘(II) the costs of security measures;
‘‘(III) the need for training persons who

have access to medicare information; and
‘‘(IV) the value of audit trails in computer-

ized record systems; and
‘‘(ii) ensure that a medicare information

network service, if it is part of a larger orga-
nization, has policies and security proce-
dures which isolate the activities of such
service with respect to processing informa-
tion in a manner that prevents unauthorized
access to such information by such larger or-
ganization.

The security standards established by the
Secretary shall be based on the standards de-
veloped or modified by standard setting or-
ganizations. If such standards do not exist,
the Secretary shall rely on the recommenda-
tions of the Medicare Information Advisory
Committee (established under subsection (g))
and shall consult with appropriate govern-

ment agencies and private organizations in
accordance with paragraph (5).

‘‘(4) IMPLEMENTATION SPECIFICATIONS.—The
Secretary shall establish specifications for
implementing each of the standards and the
modifications to the standards adopted pur-
suant to paragraph (1) or (3).

‘‘(5) ASSISTANCE TO THE SECRETARY.—In
complying with the requirements of this sec-
tion, the Secretary shall rely on rec-
ommendations of the Medicare Information
Advisory Committee established under sub-
section (g) and shall consult with appro-
priate Federal and State agencies and pri-
vate organizations. The Secretary shall pub-
lish in the Federal Register the rec-
ommendations of the Medicare Information
Advisory Committee regarding the adoption
of a standard under this section.

‘‘(b) STANDARDS FOR INFORMATION TRANS-
ACTIONS AND DATA ELEMENTS.—

‘‘(1) IN GENERAL.—The Secretary shall
adopt standards for transactions and data
elements to make medicare information uni-
formly available to be exchanged electroni-
cally, that is—

‘‘(A) appropriate for the following financial
and administrative transactions: claims (in-
cluding coordination of benefits) or equiva-
lent encounter information, enrollment and
disenrollment, eligibility, premium pay-
ments, and referral certification and author-
ization; and

‘‘(B) related to other financial and admin-
istrative transactions determined appro-
priate by the Secretary consistent with the
goals of improving the operation of the
health care system and reducing administra-
tive costs.

‘‘(2) UNIQUE HEALTH IDENTIFIERS.—
‘‘(A) ADOPTION OF STANDARDS.—The Sec-

retary shall adopt standards providing for a
standard unique health identifier for each in-
dividual, employer, health plan, and health
care provider for use in the medicare infor-
mation system. In developing unique health
identifiers for each health plan and health
care provider, the Secretary shall take into
account multiple uses for identifiers and
multiple locations and specialty classifica-
tions for health care providers.

‘‘(B) PENALTY FOR IMPROPER DISCLOSURE.—
A person who knowingly uses or causes to be
used a unique health identifier under sub-
paragraph (A) for a purpose that is not au-
thorized by the Secretary shall—

‘‘(i) be fined not more than $50,000, impris-
oned not more than 1 year, or both; or

‘‘(ii) if the offense is committed under false
pretenses, be fined not more than $100,000,
imprisoned not more than 5 years, or both.

‘‘(3) CODE SETS.—
‘‘(A) IN GENERAL.—The Secretary, in con-

sultation with the Medicare Information Ad-
visory Committee, experts from the private
sector, and Federal and State agencies,
shall—

‘‘(i) select code sets for appropriate data
elements from among the code sets that have
been developed by private and public enti-
ties; or

‘‘(ii) establish code sets for such data ele-
ments if no code sets for the data elements
have been developed.

‘‘(B) DISTRIBUTION.—The Secretary shall
establish efficient and low-cost procedures
for distribution (including electronic dis-
tribution) of code sets and modifications
made to such code sets under subsection
(c)(2).

‘‘(4) ELECTRONIC SIGNATURE.—
‘‘(A) IN GENERAL.—The Secretary, after

consultation with the Medicare Information
Advisory Committee, shall promulgate regu-
lations specifying procedures for the elec-
tronic transmission and authentication of
signatures, compliance with which will be
deemed to satisfy Federal and State statu-

tory requirements for written signatures
with respect to information transactions re-
quired by this section and written signatures
on enrollment and disenrollment forms.

‘‘(B) PAYMENTS FOR SERVICES AND PRE-
MIUMS.—Nothing in this section shall be con-
strued to prohibit the payment of health
care services or health plan premiums by
debit, credit, payment card or numbers, or
other electronic means.

‘‘(5) TRANSFER OF INFORMATION BETWEEN
HEALTH PLANS.—The Secretary shall develop
rules and procedures—

‘‘(A) for determining the financial liability
of health plans when health care benefits are
payable under two or more health plans; and

‘‘(B) for transferring among health plans
appropriate standard data elements needed
for the coordination of benefits, the sequen-
tial processing of claims, and other data ele-
ments for individuals who have more than
one health plan.

‘‘(6) COORDINATION OF BENEFITS.—If, at the
end of the 5-year period beginning on the
date of the enactment of this section, the
Secretary determines that additional trans-
action standards for coordinating benefits
are necessary to reduce administrative costs
or duplicative (or inappropriate) payment of
claims, the Secretary shall establish further
transaction standards for the coordination of
benefits between health plans.

‘‘(7) PROTECTION OF TRADE SECRETS.—Ex-
cept as otherwise required by law, the stand-
ards adopted under this section shall not re-
quire disclosure of trade secrets or confiden-
tial commercial information by an entity op-
erating a medicare information network.

‘‘(c) TIMETABLES FOR ADOPTION OF STAND-
ARDS.—

‘‘(1) INITIAL STANDARDS.—Not later than 18
months after the date of the enactment of
this section, the Secretary shall adopt stand-
ards relating to the information trans-
actions, data elements of medicare informa-
tion and security described in subsections (a)
and (b).

‘‘(2) ADDITIONS AND MODIFICATIONS TO
STANDARDS.—

‘‘(A) IN GENERAL.—The Secretary shall re-
view the standards adopted under this sec-
tion and shall adopt additional or modified
standards, that have been developed or modi-
fied by a standard setting organization, as
determined appropriate, but not more fre-
quently than once every 12 months. Any ad-
dition or modification to such standards
shall be completed in a manner which mini-
mizes the disruption and cost of compliance.

‘‘(B) ADDITIONS AND MODIFICATIONS TO CODE
SETS.—

‘‘(i) IN GENERAL.—The Secretary shall en-
sure that procedures exist for the routine
maintenance, testing, enhancement, and ex-
pansion of code sets.

‘‘(ii) ADDITIONAL RULES.—If a code set is
modified under this paragraph, the modified
code set shall include instructions on how
data elements of medicare information that
were encoded prior to the modification may
be converted or translated so as to preserve
the informational value of the data elements
that existed before the modification. Any
modification to a code set under this para-
graph shall be implemented in a manner that
minimizes the disruption and cost of comply-
ing with such modification.

‘‘(d) REQUIREMENTS FOR HEALTH PLANS.—
‘‘(1) IN GENERAL.—If a person desires to

conduct any of the information transactions
described in subsection (b)(1) with a health
plan as a standard transaction, the health
plan shall conduct such standard transaction
in a timely manner and the information
transmitted or received in connection with
such transaction shall be in the form of
standard data elements of medicare informa-
tion.
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‘‘(2) SATISFACTION OF REQUIREMENTS.—A

health plan may satisfy the requirement im-
posed on such plan under paragraph (1) by di-
rectly transmitting standard data elements
of medicare information or submitting non-
standard data elements to a medicare infor-
mation network service for processing into
standard data elements and transmission.

‘‘(3) TIMETABLES FOR COMPLIANCE WITH RE-
QUIREMENTS.—Not later than 24 months after
the date on which standards are adopted
under subsections (a) and (b) with respect to
any type of information transaction or data
element of medicare information or with re-
spect to security, a health plan shall comply
with the requirements of this section with
respect to such transaction or data element.

‘‘(4) COMPLIANCE WITH MODIFIED STAND-
ARDS.—If the Secretary adopts a modified
standard under subsection (a) or (b), a health
plan shall be required to comply with the
modified standard at such time as the Sec-
retary determines appropriate taking into
account the time needed to comply due to
the nature and extent of the modification.
However, the time determined appropriate
under the preceding sentence shall be not
earlier than the last day of the 180-day pe-
riod beginning on the date such modified
standard is adopted. The Secretary may ex-
tend the time for compliance for small
health plans, if the Secretary determines
such extension is appropriate.

‘‘(e) GENERAL PENALTY FOR FAILURE TO
COMPLY WITH REQUIREMENTS AND STAND-
ARDS.—

‘‘(1) GENERAL PENALTY.—
‘‘(A) IN GENERAL.—Except as provided in

paragraph (2), the Secretary shall impose on
any person that violates a requirement or
standard—

‘‘(i) with respect to medicare information
transactions, data elements of medicare in-
formation, or security imposed under sub-
section (a) or (b); or

‘‘(ii) with respect to health plans imposed
under subsection (d);
a penalty of not more than $100 for each such
violation of a specific standard or require-
ment, but the total amount imposed for all
such violations of a specific standard or re-
quirement during the calendar year shall not
exceed $25,000.

‘‘(B) PROCEDURES.—The provisions of sec-
tion 1128A (other than subsections (a) and (b)
and the second sentence of subsection (f))
shall apply to the imposition of a civil
money penalty under this paragraph in the
same manner as such provisions apply to the
imposition of a penalty under such section
1128A.

‘‘(C) DENIAL OF PAYMENT.—Except as pro-
vided in paragraph (2), the Secretary may
deny payment under this title for an item or
service furnished by a person if the person
fails to comply with an applicable require-
ment or standard for medicare information
relating to that item or service.

‘‘(2) LIMITATIONS.—
‘‘(A) NONCOMPLIANCE NOT DISCOVERED.—A

penalty may not be imposed under paragraph
(1) if it is established to the satisfaction of
the Secretary that the person liable for the
penalty did not know, and by exercising rea-
sonable diligence would not have known,
that such person failed to comply with the
requirement or standard described in para-
graph (1).

‘‘(B) FAILURES DUE TO REASONABLE CAUSE.—
‘‘(i) IN GENERAL.—Except as provided in

clause (ii), a penalty may not be imposed
under paragraph (1) if—

‘‘(I) the failure to comply was due to rea-
sonable cause and not to willful neglect; and

‘‘(II) the failure to comply is corrected dur-
ing the 30-day period beginning on the first
date the person liable for the penalty knew,
or by exercising reasonable diligence would

have known, that the failure to comply oc-
curred.

‘‘(ii) EXTENSION OF PERIOD.—
‘‘(I) NO PENALTY.—The period referred to in

clause (i)(II) may be extended as determined
appropriate by the Secretary based on the
nature and extent of the failure to comply.

‘‘(II) ASSISTANCE.—If the Secretary deter-
mines that a health plan failed to comply be-
cause such plan was unable to comply, the
Secretary may provide technical assistance
to such plan during the period described in
clause (i)(II). Such assistance shall be pro-
vided in any manner determined appropriate
by the Secretary.

‘‘(C) REDUCTION.—In the case of a failure to
comply which is due to reasonable cause and
not to willful neglect, any penalty under
paragraph (1) that is not entirely waived
under subparagraph (B) may be waived to the
extent that the payment of such penalty
would be excessive relative to the compli-
ance failure involved.

‘‘(f) EFFECT ON STATE LAW.—
‘‘(1) GENERAL EFFECT.—
‘‘(A) GENERAL RULE.—Except as provided in

subparagraph (B), a provision, requirement,
or standard under this section shall super-
sede any contrary provision of State law, in-
cluding a provision of State law that re-
quires medical or health plan records (in-
cluding billing information) to be main-
tained or transmitted in written rather than
electronic form.

‘‘(B) EXCEPTIONS.—A provision, require-
ment, or standard under this section shall
not supersede a contrary provision of State
law if the Secretary determines that the pro-
vision of State law should be continued for
any reason, including for reasons relating to
prevention of fraud and abuse or regulation
of controlled substances.

‘‘(2) PUBLIC HEALTH REPORTING.—Nothing in
this section shall be construed to invalidate
or limit the authority, power, or procedures
established under any law providing for the
reporting of disease or injury, child abuse,
birth, or death, public health surveillance, or
public health investigation or intervention.

‘‘(g) MEDICARE INFORMATION ADVISORY COM-
MITTEE.—

‘‘(1) ESTABLISHMENT.—There is established
a committee to be known as the Medicare In-
formation Advisory Committee (in this sub-
section referred to as the ‘committee’).

‘‘(2) DUTIES.—The committee shall—
‘‘(A) advise the Secretary in the develop-

ment of standards under this section; and
‘‘(B) be generally responsible for advising

the Secretary and the Congress on the status
and the future of the medicare information
network.

‘‘(3) MEMBERSHIP.—
‘‘(A) IN GENERAL.—The committee shall

consist of 9 members of whom—
‘‘(i) 3 shall be appointed by the President;
‘‘(ii) 3 shall be appointed by the Speaker of

the House of Representatives after consulta-
tion with the minority leader of the House of
Representatives; and

‘‘(iii) 3 shall be appointed by the President
pro tempore of the Senate after consultation
with the minority leader of the Senate.

The appointments of the members shall be
made not later than 60 days after the date of
the enactment of this section. The President
shall designate 1 member as the Chair.

‘‘(B) EXPERTISE.—The membership of the
committee shall consist of individuals who
are of recognized standing and distinction in
the areas of information systems, informa-
tion networking and integration, consumer
health, or health care financial manage-
ment, and who possess the demonstrated ca-
pacity to discharge the duties imposed on
the committee.

‘‘(C) TERMS.—Each member of the commit-
tee shall be appointed for a term of 5 years,

except that the members first appointed
shall serve staggered terms such that the
terms of not more than 3 members expire at
one time.

‘‘(D) INITIAL MEETING.—Not later than 30
days after the date on which a majority of
the members have been appointed, the com-
mittee shall hold its first meeting.

‘‘(4) REPORTS.—Not later than 1 year after
the date of the enactment of this section,
and annually thereafter, the committee shall
submit to Congress and the Secretary a re-
port regarding—

‘‘(A) the extent to which entities using the
medicare information network are meeting
the standards adopted under this section and
working together to form an integrated net-
work that meets the needs of its users;

‘‘(B) the extent to which such entities are
meeting the security standards established
pursuant to this section and the types of
penalties assessed for noncompliance with
such standards;

‘‘(C) any problems that exist with respect
to implementation of the medicare informa-
tion network; and

‘‘(D) the extent to which timetables under
this section are being met.

Reports made under this subsection shall be
made available to health care providers,
health plans, and other entities that use the
medicare information network to exchange
medicare information.

‘‘(h) DEFINITIONS.—For purposes of this sec-
tion:

‘‘(1) CODE SET.—The term ‘code set’ means
any set of codes used for encoding data ele-
ments, such as tables of terms, enrollment
information, and encounter data.

‘‘(2) COORDINATION OF BENEFITS.—The term
‘coordination of benefits’ means determining
and coordinating the financial obligations of
health plans when health care benefits are
payable under such a plan and under this
title (including under a MedicarePlus prod-
uct).

‘‘(3) MEDICARE INFORMATION.—The term
‘medicare information’ means any informa-
tion that relates to the enrollment of indi-
viduals under this title (including informa-
tion relating to elections of MedicarePlus
products under section 1805) and the provi-
sion of health benefits (including benefits
provided under such products) under this
title.

‘‘(4) MEDICARE INFORMATION NETWORK.—The
term ‘medicare information network’ means
the medicare information system that is
formed through the application of the re-
quirements and standards established under
this section.

‘‘(5) MEDICARE INFORMATION NETWORK SERV-
ICE.—The term ‘medicare information net-
work service’ means a public or private en-
tity that—

‘‘(A) processes or facilitates the processing
of nonstandard data elements of medicare in-
formation into standard data elements;

‘‘(B) provides the means by which persons
may meet the requirements of this section;
or

‘‘(C) provides specific information process-
ing services.

‘‘(6) HEALTH PLAN.—The term ‘health plan’
means a plan which provides, or pays the
cost of, health benefits. Such term includes
the following, or any combination thereof:

‘‘(A) Part A or part B of this title, and in-
cludes a MedicarePlus product.

‘‘(B) The medicaid program under title XIX
and the MediGrant program under title XXI.

‘‘(C) A medicare supplemental policy (as
defined in section 1882(g)(1)).

‘‘(D) Worker’s compensation or similar in-
surance.

‘‘(E) Automobile or automobile medical-
payment insurance.
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‘‘(F) A long-term care policy, other than a

fixed indemnity policy.
‘‘(G) The Federal Employees Health Bene-

fit Plan under chapter 89 of title 5, United
States Code.

‘‘(H) An employee welfare benefit plan, as
defined in section 3(1) of the Employee Re-
tirement Income Security Act of 1974 (29
U.S.C. 1002(1)), but only to the extent the
plan is established or maintained for the pur-
pose of providing health benefits.

‘‘(7) INDIVIDUALLY IDENTIFIABLE MEDICARE
INFORMATION.—The term ‘individually identi-
fiable medicare information’ means medi-
care enrollment information, including de-
mographic information collected from an in-
dividual, that—

‘‘(A) is created or received by a health care
provider, health plan, employer, or medicare
information network service, and

‘‘(B) identifies an individual.
‘‘(8) STANDARD SETTING ORGANIZATION.—The

term ‘standard setting organization’ means a
standard setting organization accredited by
the American National Standards Institute.

‘‘(9) STANDARD TRANSACTION.—The term
‘standard transaction’ means, when referring
to an information transaction or to data ele-
ments of medicare information, any trans-
action that meets the requirements and im-
plementation specifications adopted by the
Secretary under subsections (a) and (b).’’.

PART 5—OTHER PROVISIONS RELATING
TO PARTS A AND B

SEC. 15741. CLARIFICATION OF MEDICARE COV-
ERAGE OF ITEMS AND SERVICES AS-
SOCIATED WITH CERTAIN MEDICAL
DEVICES APPROVED FOR INVES-
TIGATIONAL USE.

(a) COVERAGE.—Nothing in title XVIII of
the Social Security Act may be construed to
prohibit coverage under part A or part B of
the medicare program of items and services
associated with the use of a medical device
in the furnishing of inpatient hospital serv-
ices (as defined for purposes of part A of the
medicare program) solely on the grounds
that the device is not an approved device,
if—

(1) the device is an investigational device;
and

(2) the device is used instead of an ap-
proved device.

(b) CLARIFICATION OF PAYMENT AMOUNT.—
Notwithstanding any other provision of title
XVIII of the Social Security Act, the amount
of payment made under the medicare pro-
gram for any item or service associated with
the use of an investigational device in the
furnishing of inpatient hospital services (as
defined for purposes of part A of the medi-
care program) may not exceed the amount of
the payment which would have been made
under the program for the item or service if
the item or service were associated with the
use of an approved device.

(c) DEFINITIONS.—In this section—
(1) the term ‘‘approved device’’ means a

medical device which has been approved for
marketing under pre-market approval under
the Federal Food, Drug, and Cosmetic Act or
cleared for marketing under a 510(k) notice
under such Act; and

(2) the term ‘‘investigational device’’
means a medical device (other than a device
described in paragraph (1)) which is approved
for investigational use under section 520(g) of
the Federal Food, Drug, and Cosmetic Act.
SEC. 15742. ADDITIONAL EXCLUSION FROM COV-

ERAGE.
(a) IN GENERAL.—Section 1862(a) (42 U.S.C.

1395y(a)), as amended by section 15525(a)(2),
section 15609B(a), and section 15701(c)(2)(C),
is amended—

(1) by striking ‘‘or’’ at the end of paragraph
(17),

(2) by striking the period at the end of
paragraph (18) and inserting ‘‘; or’’, and

(3) by inserting after paragraph (18) the fol-
lowing new paragraph:

‘‘(19) where such expenses are for items or
services, or to assist in the purchase, in
whole or in part, of health benefit coverage
that includes items or services, for the pur-
pose of causing, or assisting in causing, the
death, suicide, euthanasia, or mercy killing
of a person.’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to pay-
ment for items and services furnished on or
after the date of the enactment of this Act.
SEC. 15743. COMPETITIVE BIDDING FOR CERTAIN

ITEMS AND SERVICES.
(a) ESTABLISHMENT OF DEMONSTRATION.—

Not later than 1 year after the date of the
enactment of this Act, the Secretary of
Health and Human Services shall establish
and operate over a 2-year period a dem-
onstration project in 2 geographic regions se-
lected by the Secretary under which (not-
withstanding any provision of title XVIII of
the Social Security Act to the contrary) the
amount of payment made under the medi-
care program for a selected item or service
(other than clinical diagnostic laboratory
tests) furnished in the region shall be equal
to the price determined pursuant to a com-
petitive bidding process which meets the re-
quirements of subsection (b).

(b) REQUIREMENTS FOR COMPETITIVE BID-
DING PROCESS.—The competitive bidding
process used under the demonstration
project under this section shall meet such re-
quirements as the Secretary may impose to
ensure the cost-effective delivery to medi-
care beneficiaries in the project region of
items and services of high quality.

(c) DETERMINATION OF SELECTED ITEMS OR
SERVICES.—The Secretary shall select items
and services to be subject to the demonstra-
tion project under this section if the Sec-
retary determines that the use of competi-
tive bidding with respect to the item or serv-
ice under the project will be appropriate and
cost-effective. In determining the items or
services to be selected, the Secretary shall
consult with an advisory taskforce which in-
cludes representatives of providers and sup-
pliers of items and services (including small
business providers and suppliers) in each geo-
graphic region in which the project will be
effective.
SEC. 15744. DISCLOSURE OF CRIMINAL CONVIC-

TIONS RELATING TO PROVISION OF
HOME HEALTH SERVICES.

(a) IN GENERAL.—Section 1891 (42 U.S.C.
1395bbb) is amended by adding at the end the
following new subsection:

‘‘(g) The Secretary, and each State or local
survey agency or other State agency respon-
sible for monitoring compliance of home
health agencies with requirements, shall
make available, upon request of any person,
information the Secretary or agency has on
individuals who have been convicted of felo-
nies relating to the provision of home health
services.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC. 15745. REQUIRING RENAL DIALYSIS FACILI-

TIES TO MAKE SERVICES AVAILABLE
ON A 24-HOUR BASIS.

(a) IN GENERAL.—Section 1881(b)(1) (42
U.S.C. 1395rr(b)(1)) is amended by striking
the period at the end and inserting the fol-
lowing: ‘‘, together with a requirement (in
the case of a renal dialysis facility) that the
facility make institutional dialysis services
and supplies available on a 24-hour basis (ei-
ther directly or through arrangements with
providers of services or other renal dialysis
facilities that meet the requirements of such
subparagraph) and that the facility provide
notice informing its patients of the other
providers of services or renal dialysis facili-

ties (if any) with whom the facility has made
such arrangements.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to items
and services furnished on or after January 1,
1996.

Subtitle I—Clinical Laboratories
SEC. 15801. EXEMPTION OF PHYSICIAN OFFICE

LABORATORIES.

Section 353(d) of the Public Health Service
Act (42 U.S.C. 263a(d)) is amended—

(1) by redesignating paragraphs (2), (3), and
(4) as paragraphs (3), (4), and (5) and by add-
ing after paragraph (1) the following:

‘‘(2) EXEMPTION OF PHYSICIAN OFFICE LAB-
ORATORIES.—

‘‘(A) IN GENERAL.—Except as provided in
subparagraph (B), a clinical laboratory in a
physician’s office (including an office of a
group of physicians) which is directed by a
physician and in which examinations and
procedures are either performed by a physi-
cian or by individuals supervised by a physi-
cian solely as an adjunct to other services
provided by the physician’s office is exempt
from this section.

‘‘(B) EXCEPTION.—A clinical laboratory de-
scribed in subparagraph (A) is not exempt
from this section when it performs a pap
smear (Papanicolaou Smear) analysis.

‘‘(C) DEFINITION.—For purposes of subpara-
graph (A), the term ‘physician’ has the same
meaning as is prescribed for such term by
section 1861(r) of the Social Security Act (42
U.S.C. 1395x(r)).’’;

(2) in paragraph (3) (as so redesignated) by
striking ‘‘(3)’’ and inserting ‘‘(4)’’; and

(3) in paragraphs (4) and (5) (as so redesig-
nated) by striking ‘‘(2)’’ and inserting ‘‘(3)’’.

Subtitle J—Lock-Box Provisions for Medicare
Part B Savings from Growth Reductions

SEC. 15901. ESTABLISHMENT OF MEDICARE
GROWTH REDUCTION TRUST FUND
FOR PART B SAVINGS.

Part B of title XVIII is amended by insert-
ing after section 1841 the following new sec-
tion:

‘‘MEDICARE GROWTH REDUCTION TRUST FUND

‘‘SEC. 1841A. (a)(1) There is hereby created
on the books of the Treasury of the United
States a trust fund to be known as the ‘Fed-
eral Medicare Growth Reduction 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 pro-
vided in section 201(i)(1) and amounts appro-
priated under paragraph (2).

‘‘(2) There are hereby appropriated to the
Trust Fund, out of any amounts in the
Treasury not otherwise appropriated,
amounts equivalent to 100 percent of the
Secretary’s estimate of the reductions in
outlays under this part that are attributable
to the Medicare Preservation Act of 1995.
The amounts appropriated by the preceding
sentence shall be transferred from time to
time (not less frequently than monthly) from
the general fund in the Treasury to the Trust
Fund.

‘‘(3)(A) Subject to subparagraph (B), with
respect to monies transferred to the Trust
Fund, no transfers, authorizations of appro-
priations, or appropriations are permitted.

‘‘(B) Beginning with fiscal year 2003, the
Secretary may expend funds in the Trust
Fund to carry out this title, but only to the
extent provided by Congress in advance
through a specific amendment to this sec-
tion.

‘‘(b) The provisions of subsections (b)
through (e) of section 1841 shall apply to the
Trust Fund in the same manner as they
apply to the Federal Supplementary Medical
Insurance Trust Fund, except that the Board
of Trustees and Managing Trustee of the
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Trust Fund shall be composed of the mem-
bers of the Board of Trustees and the Manag-
ing Trustee, respectively, of the Federal Sup-
plementary Medical Insurance Trust Fund.’’.

The CHAIRMAN. No further amend-
ment is in order except the amendment
in the nature of a substitute numbered
2 printed in the designated place in the
CONGRESSIONAL RECORD, which may be
offered only by the gentleman from
Missouri [Mr. GEPHARDT] or his des-
ignee, is considered read, is debatable
for 1 hour, equally divided and con-
trolled by the proponent and an oppo-
nent of the amendment and is not sub-
ject to amendment.

Does the gentleman from Missouri
[Mr. GEPHARDT] choose to control the
time, or is he designating a Member to
do so on his behalf?

Mr. GIBBONS. Mr. Chairman, I have
been designated, along with the gen-
tleman from Michigan [Mr. DINGELL].

The CHAIRMAN. Who seeks time in
opposition?

Mr. ARCHER. Mr. Chairman, I seek
time in opposition.

Mr. BLILEY. Mr. Chairman, I seek
time in opposition as well.

AMENDMENT IN THE NATURE OF A SUBSTITUTE
OFFERED BY MR. GIBBONS

Mr. GIBBONS. Mr. Chairman, I offer
an amendment in the nature of a sub-
stitute.

The CHAIRMAN. The Clerk will des-
ignate the amendment in the nature of
a substitute.

The text of the amendment in the na-
ture of a substitute is as follows:

Amendment in the nature of a substitute
offered by Mr. GIBBONS:

Strike all after the enacting clause and in-
sert the following:

TITLE XV—MEDICARE
SEC. 15000. SHORT TITLE OF TITLE; AMEND-

MENTS AND REFERENCES TO OBRA;
TABLE OF CONTENTS OF TITLE.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Medicare Enhancement Act of 1995’’.

(b) AMENDMENTS TO SOCIAL SECURITY
ACT.—Except as otherwise specifically pro-
vided, whenever in this title 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) REFERENCES TO OBRA.—In this title,
the terms ‘‘OBRA–1986’’, ‘‘OBRA–1987’’,
‘‘OBRA–1989’’, ‘‘OBRA–1990’’, and ‘‘OBRA–
1993’’ refer to the Omnibus Budget Reconcili-
ation Act of 1986 (Public Law 99–509), the
Omnibus Budget Reconciliation Act of 1987
(Public Law 100–203), the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101–
239), the Omnibus Budget Reconciliation Act
of 1990 (Public Law 101–508), and the Omnibus
Budget Reconciliation Act of 1993 (Public
Law 103–66), respectively.

(d) TABLE OF CONTENTS OF TITLE.—The
table of contents of this title is as follows:
Subtitle A—Provisions Relating to Medicare

Part A
Sec. 15001. Reductions in inflation updates

for inpatient hospital services.
Sec. 15002. Continuation of current reduc-

tion in payments for capital-re-
lated costs for inpatient hos-
pital services.

Sec. 15003. Elimination of certain additional
payments for outlier cases.

Sec. 15004. Clarification of treatment of
transfers.

Sec. 15005. Prospective payment for skilled
nursing facilities.

Sec. 15006. Maintaining savings resulting
from temporary freeze on pay-
ment increases for skilled nurs-
ing facilities.

Subtitle B—Provisions Relating to Medicare
Part B

Sec. 15101. Payment for physicians’ services.
Sec. 15102. Freeze in updates to payment

amounts for certain items and
services.

Sec. 15103. Reduction in effective beneficiary
coinsurance rate for certain
hospital outpatient services.

Sec. 15104. Expanding coverage of preventive
benefits.

Sec. 15105. Reduction in payment for cap-
ital-related costs of hospital
outpatient services.

Sec. 15106. Part B premium.
Sec. 15107. Ensuring payment for physician

and nurse for jointly furnished
anesthesia services.

Subtitle C—Provisions Relating to Parts A
and B

PART 1—MEDICARE SECONDARY PAYOR

Sec. 15201. Extension of existing secondary
payer requirements.

Sec. 15202. Clarification of time and filing
limitations.

Sec. 15203. Clarification of liability of third
party–administrators.

Sec. 15204. Clarification of payment
amounts to medicare.

Sec. 15205. Conditions for double damages.
PART 2—OTHER PROVISIONS RELATING TO

PARTS A AND B
Sec. 15221. Making additional choices of

health plans available to bene-
ficiaries.

Sec. 15222. Teaching hospital and graduate
medical education trust fund.

Sec. 15223. Revisions in determination of
amount of payment for medical
education.

Sec. 15224. Payments for home health serv-
ices.

Sec. 15225. Requiring health maintenance or-
ganizations to cover appro-
priate range of services.

Sec. 15226. Clarification of medicare cov-
erage of items and services as-
sociated with certain medical
devices approved for investiga-
tional use.

Sec. 15227. Commission on the Future of
Medicare and the Protection of
the Health of the Nation’s Sen-
ior Citizens.

Subtitle D—Preventing Fraud and Abuse
PART 1—AMENDMENTS TO ANTI-FRAUD AND

ABUSE PROVISIONS APPLICABLE TO MEDI-
CARE, MEDICAID, AND STATE HEALTH CARE
PROGRAMS

Sec. 15301. Anti-kickback statutory provi-
sions.

Sec. 15302. Civil money penalties.
Sec. 15303. Private right of action.
Sec. 15304. Amendments to exclusionary pro-

visions in fraud and abuse pro-
gram.

Sec. 15305. Sanctions against practitioners
and persons for failure to com-
ply with statutory obligations
relating to quality of care.

Sec. 15306. Revisions to criminal penalties.
Sec. 15307. Definitions.
Sec. 15308. Effective date.

PART 2—INTERPRETIVE RULINGS ON
KICKBACKS AND SELF-REFERRAL

Sec. 15311. Establishment of process for issu-
ance of interpretive rulings.

Sec. 15312. Effect of issuance of interpretive
ruling.

Sec. 15313. Imposition of fees.

PART 3—DIRECT SPENDING FOR ANTI-FRAUD
ACTIVITIES UNDER MEDICARE

Sec. 15321. Direct spending for anti-fraud ac-
tivities under medicare.

PART 4—PREEMPTION OF STATE CORPORATE
PRACTICE LAWS UNDER MEDICARE

Sec. 15331. Preemption of State laws prohib-
iting corporate practice of med-
icine for purposes of medicare.

PART 5—MEDICARE ANTI-FRAUD AND ABUSE
COMMISSION

Sec. 15341. Establishment of Medicare Anti-
Fraud and Abuse Commission.

Sec. 15342. Functions of Commission.
Sec. 15343. Organization and compensation.
Sec. 15344. Staff of Commission.
Sec. 15345. Authority of Commission.
Sec. 15346. Termination.
Sec. 15347. Authorization of appropriations.

Subtitle A—Provisions Relating to Medicare
Part A

SEC. 15001. REDUCTIONS IN INFLATION UPDATES
FOR INPATIENT HOSPITAL SERV-
ICES.

(a) PPS HOSPITALS.—Section 1886(b)
(3)(B)(i) (42 U.S.C. 1395ww(b)(3)(B)(i)) is
amended by striking subclauses (XI), (XII),
and (XIII) and inserting the following:

‘‘(XI) for each of the fiscal years 1996
through 2002, the market basket percentage
increase minus 0.5 percentage point for hos-
pitals located in a rural area and the market
basket percentage increase minus 1.0 per-
centage point for all other hospitals, and

‘‘(XII) for fiscal year 2003 and each subse-
quent fiscal year, the market basket per-
centage increase for hospitals in all areas.’’.

(b) PPS-EXEMPT HOSPITALS.—Section
1886(b)(3)(B)(ii) (42 U.S.C. 1395ww(b)(3)(B)(ii))
is amended—

(1) in subclause (V)—
(A) by striking ‘‘thorugh 1997’’ and insert-

ing ‘‘through 1995’’, and
(B) by striking ‘‘and’’ at the end;
(2) by redesignating subclause (VI) as

subclause (VII); and
(3) by inserting after subclause (V) the fol-

lowing new subclause:
‘‘(VI) fiscal years 1996 through 2002, is the

market basket percentage increase minus 0.5
percentage point for hospitals located in a
rural area and the market basket percentage
increase minus 1.0 percentage point for all
other hospitals, and’’.
SEC. 15002. CONTINUATION OF CURRENT REDUC-

TION IN PAYMENTS FOR CAPITAL-
RELATED COSTS FOR INPATIENT
HOSPITAL SERVICES.

(a) REDUCTION IN PAYMENTS FOR PPS HOS-
PITALS.—Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended in the second
sentence by striking ‘‘through 1995’’ and in-
serting ‘‘through 2002’’.

(b) REDUCTION IN PAYMENTS FOR PPS-EX-
EMPT HOSPITALS.—Section 1886(g) (42 U.S.C.
1395ww(g)) is amended by adding at the end
the following new paragraph:

‘‘(4)(A) Except as provided in subparagraph
(B), in determining the amount of the pay-
ments that may be made under this title
with respect to all the capital-related costs
of inpatient hospital services furnished dur-
ing fiscal years 1996 through 2002 of a hos-
pital which is not a subsection (d) hospital or
a subsection (d) Puerto Rico hospital, the
Secretary shall reduce the amounts of such
payments otherwise determined under this
title by 10 percent.

‘‘(B) Subparagraph (A) shall not apply to
payments with respect to the capital-related
costs of any hospital that is a sole commu-
nity hospital (as defined in subsection
(d)(5)(D)(iii) or a rural primary care hospital
(as defined in section 1861(mm)(1)).’’.
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SEC. 15003. ELIMINATION OF CERTAIN ADDI-

TIONAL PAYMENTS FOR OUTLIER
CASES.

(a) INDIRECT MEDICAL EDUCATION.—Section
1886(d)(5)(B)(i)(I) (42 U.S.C.
1395ww(d)(5)(B)(i)(I)) is amended—

(1) by striking ‘‘the sum of’’; and
(2) by striking ‘‘and the amount paid to the

hospital under subparagraph (A)’’.
(b) DISPROPORTIONATE SHARE ADJUST-

MENTS.—Section 1886(d)(5)(F)(ii)(I) (42 U.S.C.
1395ww(d)(5)(F)(ii)(I)) is amended—

(1) by striking ‘‘the sum of’’; and
(2) by striking ‘‘and the amount paid to the

hospital under subparagraph (A) for that dis-
charge’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to dis-
charges occurring on or after October 1, 1995.
SEC. 15004. CLARIFICATION OF TREATMENT OF

TRANSFERS.
(a) IN GENERAL.—Section 1886(d)(5)(I) (42

U.S.C. 1395ww(d)(5)(I)) is amended by adding
at the end the following new clause:

‘‘(iii) In making adjustments under clause
(i) for transfer cases, the Secretary shall
treat as a transfer any transfer to a hospital
(without regard to whether or not the hos-
pital is a subsection (d) hospital), a unit
thereof, or a skilled nursing facility.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to dis-
charges occurring on or after October 1, 1995.
SEC. 15005. PROSPECTIVE PAYMENT FOR

SKILLED NURSING FACILITIES.
Section 1888 (42 U.S.C. 1395yy) is amended

by adding at the end the following:
‘‘(e) Notwithstanding any other provision

of this title, the Secretary shall, for cost re-
porting periods beginning on or after October
1, 1996, provide for payment for routine costs
of extended care services in accordance with
a prospective payment system established by
the Secretary, subject to the limitations in
subsections (f) through (h).

‘‘(f)(1) The amount of payment under sub-
section (e) shall be determined on a per diem
basis.

‘‘(2) The Secretary shall compute the rou-
tine costs per diem in a base year (deter-
mined by the Secretary) for each skilled
nursing facility, and shall update the per
diem rate on the basis of a market basket
and other factors as the Secretary deter-
mines appropriate.

‘‘(3) The per diem rate applicable to a
skilled nursing facility may not exceed the
following limits—

‘‘(A) With respect to skilled nursing facili-
ties located in rural areas, the limit shall be
equal to 112 percent of the mean per diem
routine costs in a base year (determined by
the Secretary) for freestanding skilled nurs-
ing facilities located in rural areas within
the same region, as updated by the same per-
centage determined under paragraph (2).

‘‘(B) With respect to skilled nursing facili-
ties located in urban areas, the limit shall be
equal to 112 percent of the mean per diem
routine costs in a base year (determined by
the Secretary) for freestanding skilled nurs-
ing facilities located in urban areas within
the same region, updated by the same per-
centage determined under paragraph (2).

‘‘(g) In the case of a hospital-based skilled
nursing facility or a skilled nursing facility
receiving payment under subsection (d) as of
the date of enactment of this provision, the
amount of payment to the facility based on
application of subsections (e) and (f) may not
be less than the per diem rate applicable to
the facility for routine costs on the date of
enactment of this provision.

‘‘(h) Notwithstanding any other provision
of this title, the Secretary shall, for cost re-
porting periods beginning on or after October
1, 1998, provide for payment for all costs of
extended care services (including routine

service costs, ancillary costs, and capital-re-
lated costs) in accordance with a prospective
payment system established by the Sec-
retary. The Secretary shall adjust the pay-
ment amounts under this subsection in a
manner to assure that the aggregate pay-
ments made under this subsection in a fiscal
year result in a 5 percent reduction (as esti-
mated by the Secretary) in the amount of
payments that would otherwise have been
made for such fiscal year.

‘‘(i) The Secretary may provide for such
exceptions as the Secretary determines ap-
propriate to the amount of payment based on
application of subsections (e) though (h).’’
SEC. 15006. MAINTAINING SAVINGS RESULTING

FROM TEMPORARY FREEZE ON PAY-
MENT INCREASES FOR SKILLED
NURSING FACILITIES.

(a) BASING UPDATES TO PER DIEM COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—

(1) IN GENERAL.—The last sentence of sec-
tion 1888(a) (42 U.S.C. 1395yy(a)) is amended
by adding at the end the following: ‘‘(except
that such updates may not take into account
any changes in the routine service costs of
skilled nursing facilities occurring during
cost reporting periods which began during
fiscal year 1994 or fiscal year 1995).’’.

(2) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by paragraph (1) in mak-
ing any adjustments pursuant to section
1888(c) of the Social Security Act.

(b) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Any change made by the Secretary
of Health and Human Services in the amount
of any prospective payment paid to a skilled
nursing facility under section 1888(d) of the
Social Security Act for cost reporting peri-
ods beginning on or after October 1, 1995,
may not take into account any changes in
the costs of services occurring during cost
reporting periods which began during fiscal
year 1994 or fiscal year 1995.
Subtitle B—Provisions Relating to Medicare

Part B
SEC. 15101. PAYMENT FOR PHYSICIANS’ SERV-

ICES.
(a) REPLACEMENT OF VOLUME PERFORMANCE

STANDARD WITH CUMULATIVE EXPENDITURE
TARGET.—Section 1848(f)(2) (42 U.S.C. 1395w–
4(f)(2)) is amended to read as follows:

‘‘(f) CUMULATIVE EXPENDITURE TARGET.—
‘‘(1) SPECIFICATION OF TARGET.—
‘‘(A) FISCAL YEAR 1996.—The cumulative

expenditure target for all physicians’ serv-
ices and for each category of such services
for fiscal year 1996 shall be equal to the prod-
uct of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for 1996 (described in the fourth sen-
tence of section 1842(b)(3)) (divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from fiscal year 1995 to fiscal year 1996,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from fiscal year 1995 to fiscal year 1996, plus
2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services or of the
category of physicians’ services in fiscal
year 1996 (compared with fiscal year 1995)
which will result from changes in law, deter-
mined without taking into account esti-
mated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d),

minus 1 and multiplied by 100.
‘‘(B) SUBSEQUENT FISCAL YEARS.—The cu-

mulative expenditure target for all physi-
cians’ services and for each category of phy-
sicians’ services for fiscal year 1997 and each
subsequent fiscal year shall be equal to the
cumulative expenditure target determined
under this paragraph for the previous fiscal
year, increased by the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for the fiscal year involved (described
in the fourth sentence of section 1842(b)(3))
(divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from the previous fiscal year to the fiscal
year involved,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from the previous fiscal year to the fiscal
year involved, plus 2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services or of the
category of physicians’ services in the fiscal
year (compared with the previous fiscal
year) which will result from changes in law,
determined without taking into account es-
timated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d)(3),
minus 1 and multiplied by 100.’’.

‘‘(2) EXCLUSION OF SERVICES FURNISHED TO
PRIVATE PLAN ENROLLEES.—In this sub-
section, the term ‘physicians’ services’ with
respect to a fiscal year does not include serv-
ices furnished to an individual enrolled
under this part who has elected to receive
benefits under this title for the fiscal year
through enrollment with an eligible organi-
zation with a risk-sharing contract under
section 1876.’’.

(b) ESTABLISHING UPDATE TO CONVERSION
FACTOR TO MATCH SPENDING UNDER CUMU-
LATIVE EXPENDITURE TARGET.—

(1) IN GENERAL.—Section 1848(d) (42 U.S.C.
1395w–4(d)(3)) is amended—

(A) by striking paragraph (2);
(B) by amending paragraph (3) to read as

follows:
‘‘(3) UPDATE.—
‘‘(A) IN GENERAL.—Subject to subparagraph

(E), for purposes of this section the update
for a year (beginning with 1997) is equal to
the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage increase in the medicare eco-
nomic index (described in the fourth sen-
tence of section 1842(b)(3)) for the year (di-
vided by 100), and

‘‘(ii) 1 plus the Secretary’s estimate of the
update adjustment factor for the year (di-
vided by 100),
minus 1 and multiplied by 100.

‘‘(B) UPDATE ADJUSTMENT FACTOR.—The
‘update adjustment factor’ for a year for a
category of physicians’ services is equal to
the quotient of—

‘‘(i) the difference between (I) the sum of
the allowed expenditures for physicians’
services in such category furnished during
each of the years 1995 through the year in-
volved and (II) the sum of the amount of ac-
tual expenditures for physicians’ services
furnished in such category during each of the
years 1995 through the previous year; divided
by

‘‘(ii) the Secretary’s estimate of allowed
expenditures for physicians’ services in such
category furnished during the year.

‘‘(C) DETERMINATION OF ALLOWED EXPENDI-
TURES.—For purposes of subparagraph (B),
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allowed expenditures for physicians’ services
in a category of physicians’ services shall be
determined as follows (as estimated by the
Secretary):

‘‘(i) In the case of allowed expenditures for
1995, such expenditures shall be equal to ac-
tual expenditures for services furnished dur-
ing the 12-month period ending with June of
1995.

‘‘(ii) In the case of allowed expenditures for
1996 and each subsequent year, such expendi-
tures shall be equal to allowed expenditures
for the previous year, increased by the cumu-
lative expenditure target under subsection
(f) for the fiscal year which begins during the
year.

‘‘(D) DETERMINATION OF ACTUAL EXPENDI-
TURES.—For purposes of subparagraph (B),
the amount of actual expenditures for physi-
cians’ services in a category of physicians’
services furnished during a year shall be
equal to the amount of expenditures for such
services during the 12-month period ending
with June of the previous year.

‘‘(E) RESTRICTION ON VARIATION FROM MEDI-
CARE ECONOMIC INDEX.—Notwithstanding the
amount of the update adjustment factor de-
termined under subparagraph (B) for a year,
the update in the conversion factor under
this paragraph for the year may not be—

‘‘(i) greater than 103 percent of the Sec-
retary’s estimate of the percentage increase
in the medicare economic index (described in
the fourth sentence of section 1842(b)(3)) for
the year; or

‘‘(ii) less than 92.5 percent of the Sec-
retary’s estimate of the percentage increase
in the medicare economic index (described in
the fourth sentence of section 1842(b)(3)) for
the year.’’; and

(C) by adding at the end the following new
paragraph:

‘‘(4) REPORTING REQUIREMENTS.—
‘‘(A) IN GENERAL.—Not later than Novem-

ber 1 of each year (beginning with 1996), the
Secretary shall transmit to the Congress a
report that describes the update in the con-
version factor for physicians’ services (as de-
fined in subsection (f)(3)(A)) in the following
year.

‘‘(B) COMMISSION REVIEW.—The Medicare
Payment Review Commission shall review
the report submitted under subparagraph (A)
for a year and shall submit to the Congress,
by not later than December 1 of the year, a
report containing its analysis of the conver-
sion factor for the following year.’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to physi-
cians’ services furnished on or after January
1, 1997.

(c) ESTABLISHMENT OF SINGLE CONVERSION
FACTOR FOR 1996.—Section 1848(d)(1) (42
U.S.C. 1395w–4(d)(1)) is amended—

(1) by redesignating subparagraph (C) as
subparagraph (D); and

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

‘‘(C) SPECIAL RULE FOR 1996.—For 1996, the
conversion factor under this subsection shall
be $34.60 for all physicians’ services.’’.
SEC. 15102. FREEZE IN UPDATES TO PAYMENT

AMOUNTS FOR CERTAIN ITEMS AND
SERVICES.

(a) CLINICAL DIAGNOSTIC LABORATORY
TESTS.—Section 1833(h)(2)(A)(ii)(IV) (42
U.S.C. 1395l(h)(2)(A)(ii)(IV)) is amended strik-
ing ‘‘1994 and 1995’’ and inserting ‘‘1994, 1995,
1996, and 1997’’.

(b) DURABLE MEDICAL EQUIPMENT.—
(1) COVERED ITEMS.—Section 1834(a)(14) (42

U.S.C. 1395m(a)(14)) is amended—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (A);
(B) in subparagraph (B)—
(i) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and

(ii) by striking the period at the end and
inserting ‘‘; and’’; and

(C) by adding at the end the following:
‘‘(C) for 1996 and 1997, 0 percentage points;

and
‘‘(D) for a subsequent year, the percentage

increase in the consumer price index for all
urban consumers (U.S. urban average) for
the 12-month period ending with June of the
previous year.’’.

(2) ORTHOTICS AND PROSTHETICS.—Section
1834(h)(4)(A)(iii) (42 U.S.C. 1395m(h)(4)(A)(iii))
is amended by striking ‘‘1994 and 1995’’ and
inserting ‘‘1994, 1995, 1996, and 1997’’.

(c) AMBULATORY SURGICAL CENTER SERV-
ICES.—The Secretary of Health and Human
Services shall not provide for any inflation
update in the payment amounts under sub-
paragraphs (A) and (B) of section 1833(i)(2) of
the Social Security Act for fiscal years 1996
and 1997.
SEC. 15103. REDUCTION IN EFFECTIVE BENE-

FICIARY COINSURANCE RATE FOR
CERTAIN HOSPITAL OUTPATIENT
SERVICES.

(a) IN GENERAL.—
(1) AMBULATORY SURGICAL CENTER PROCE-

DURES.—Section 1833(i)(3)(B)(i)(II) (42 U.S.C.
1395l(i)(3)(B)(i)(II)) is amended—

(A) by striking ‘‘of 80 percent’’; and
(B) by striking the period at the end and

inserting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(2) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES.—Section 1833(n)(1)(B)(i)(II) (42
U.S.C. 1395l(n)(1)(B)(i)(II)) is amended—

(A) by striking ‘‘of 80 percent’’; and
(B) by striking the period at the end and

inserting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(b) REDUCTION IN BENEFICIARY COINSURANCE
RATE.—Section 1866(a)(2) (42 U.S.C.
1395cc(a)(2)) is amended by adding at the end
the following new subparagraph:

‘‘(E)(i) In the case of services furnished
during a year for which the amount of pay-
ment under part B is determined under sec-
tion 1833(i) or section 1833(n), clause (ii) of
subparagraph (A) shall be applied by reduc-
ing ‘20 percent’ by the percentage established
for the year under clause (ii).

‘‘(ii) The percentage established for a year
under this clause shall be the percentage
which, if applied for the year, will result in
a reduction in projected total coinsurance
payments under part B during the year in an
amount equal to the Secretary’s estimate of
the reduction in expenditures under part B
which would have occurred as a result of the
enactment of section 15103(a) of the Medicare
Enhancement Act of 1995 if this subpara-
graph were not in effect for the year.

‘‘(iii) The Secretary shall establish and
publish the percentage established for a year
under this clause not later than October 1
preceding the year involved (or not later
than December 1, 1995, in the case of the per-
centage established for 1996).’’.

(c) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to services furnished during portions of cost
reporting periods occurring on or after Janu-
ary 1, 1996.
SEC. 15104. EXPANDING COVERAGE OF PREVEN-

TIVE BENEFITS.
(a) PROVIDING ANNUAL SCREENING MAMMOG-

RAPHY FOR WOMEN OVER AGE 49.—Section
1834(c)(2)(A) (42 U.S.C. 1395m(c)(2)(A)) is
amended—

(1) in clause (iv), by striking ‘‘but under 65
years of age,’’; and

(2) by striking clause (v).
(b) COVERAGE OF SCREENING PAP SMEAR

AND PELVIC EXAMS.—
(1) COVERAGE OF PELVIC EXAM; INCREASING

FREQUENCY OF COVERAGE OF PAP SMEAR.—Sec-

tion 1861(nn) (42 U.S.C. 1395x(nn)) is amend-
ed—

(A) in the heading, by striking ‘‘Smear’’
and inserting ‘‘Smear; Screening Pelvic
Exam’’;

(B) by striking ‘‘(nn)’’ and inserting
‘‘(nn)(1)’’;

(C) by striking ‘‘3 years’’ and all that fol-
lows and inserting ‘‘3 years, or during the
preceding year in the case of a woman de-
scribed in paragraph (3).’’; and

(D) by adding at the end the following new
paragraphs:

‘‘(2) The term ‘screening pelvic exam’
means an pelvic examination provided to a
woman if the woman involved has not had
such an examination during the preceding 3
years, or during the preceding year in the
case of a woman described in paragraph (3),
and includes a clinical breast examination.

‘‘(3) A woman described in this paragraph
is a woman who—

‘‘(A) is of childbearing age and has not had
a test described in this subsection during
each of the preceding 3 years that did not in-
dicate the presence of cervical cancer; or

‘‘(B) is at high risk of developing cervical
cancer (as determined pursuant to factors
identified by the Secretary).’’.

(2) WAIVER OF DEDUCTIBLE.—The first sen-
tence of section 1833(b) (42 U.S.C. 1395l(b)), as
amended by subsection (a)(2), is amended—

(A) by striking ‘‘and (5)’’ and inserting
‘‘(5)’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and (6) such de-
ductible shall not apply with respect to
screening pap smear and screening pelvic
exam (as described in section 1861(nn)).’’.

(3) CONFORMING AMENDMENTS.—(A) Section
1861(s)(14) (42 U.S.C. 1395x(s)(14)) is amended
by inserting ‘‘and screening pelvic exam’’
after ‘‘screening pap smear’’.

(B) Section 1862(a)(1)(F) (42 U.S.C.
1395y(a)(1)(F)) is amended by inserting ‘‘and
screening pelvic exam’’ after ‘‘screening pap
smear’’.

(c) COVERAGE OF COLORECTAL SCREENING.—
(1) IN GENERAL.—Section 1834 (42 U.S.C.

1395m) is amended by inserting after sub-
section (c) the following new subsection:

‘‘(d) FREQUENCY AND PAYMENT LIMITS FOR
SCREENING FECAL-OCCULT BLOOD TESTS,
SCREENING FLEXIBLE SIGMOIDOSCOPIES, AND
SCREENING COLONOSCOPY.—

‘‘(1) FREQUENCY LIMITS FOR SCREENING
FECAL-OCCULT BLOOD TESTS.—Subject to revi-
sion by the Secretary under paragraph (4), no
payment may be made under this part for a
screening fecal-occult blood test provided to
an individual for the purpose of early detec-
tion of colon cancer if the test is performed—

‘‘(A) in the case of an individual under 65
years of age, more frequently than is pro-
vided in a periodicity schedule established
by the Secretary for purposes of this sub-
paragraph; or

‘‘(B) in the case of any other individual,
within the 11 months following the month in
which a previous screening fecal-occult blood
test was performed.

‘‘(2) SCREENING FLEXIBLE
SIGMOIDOSCOPIES.—

‘‘(A) PAYMENT AMOUNT.—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening flexible
sigmoidoscopies provided for the purpose of
early detection of colon cancer that is con-
sistent with payment amounts under such
section for similar or related services, except
that such payment amount shall be estab-
lished without regard to subsection (a)(2)(A)
of such section.

‘‘(B) FREQUENCY LIMITS.—Subject to revi-
sion by the Secretary under paragraph (4), no
payment may be made under this part for a
screening flexible sigmoidoscopy provided to
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an individual for the purpose of early detec-
tion of colon cancer if the procedure is per-
formed—

‘‘(i) in the case of an individual under 65
years of age, more frequently than is pro-
vided in a periodicity schedule established
by the Secretary for purposes of this sub-
paragraph; or

‘‘(ii) in the case of any other individual,
within the 59 months following the month in
which a previous screening flexible
sigmoidoscopy was performed.

‘‘(3) SCREENING COLONOSCOPY FOR INDIVID-
UALS AT HIGH RISK FOR COLORECTAL CANCER.—

‘‘(A) PAYMENT AMOUNT.—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening
colonoscopy for individuals at high risk for
colorectal cancer (as determined in accord-
ance with criteria established by the Sec-
retary) provided for the purpose of early de-
tection of colon cancer that is consistent
with payment amounts under such section
for similar or related services, except that
such payment amount shall be established
without regard to subsection (a)(2)(A) of such
section.

‘‘(B) FREQUENCY LIMIT.—Subject to revision
by the Secretary under paragraph (4), no
payment may be made under this part for a
screening colonoscopy for individuals at high
risk for colorectal cancer provided to an in-
dividual for the purpose of early detection of
colon cancer if the procedure is performed
within the 47 months following the month in
which a previous screening colonoscopy was
performed.

‘‘(C) FACTORS CONSIDERED IN ESTABLISHING
CRITERIA FOR DETERMINING INDIVIDUALS AT
HIGH RISK.—In establishing criteria for deter-
mining whether an individual is at high risk
for colorectal cancer for purposes of this
paragraph, the Secretary shall take into con-
sideration family history, prior experience of
cancer, a history of chronic digestive disease
condition, and the presence of any appro-
priate recognized gene markers for
colorectal cancer.

‘‘(4) REVISION OF FREQUENCY.—
‘‘(A) REVIEW.—The Secretary shall review

periodically the appropriate frequency for
performing screening fecal-occult blood
tests, screening flexible sigmoidoscopies, and
screening colonoscopy based on age and such
other factors as the Secretary believes to be
pertinent.

‘‘(B) REVISION OF FREQUENCY.—The Sec-
retary, taking into consideration the review
made under clause (i), may revise from time
to time the frequency with which such tests
and procedures may be paid for under this
subsection.’’.

(2) CONFORMING AMENDMENTS.—(A) Para-
graphs (1)(D) and (2)(D) of section 1833(a) (42
U.S.C. 1395l(a)) are each amended by striking
‘‘subsection (h)(1),’’ and inserting ‘‘sub-
section (h)(1) or section 1834(d)(1),’’.

(B) Clauses (i) and (ii) of section
1848(a)(2)(A) (42 U.S.C. 1395w–4(a)(2)(A)) are
each amended by striking ‘‘a service’’ and in-
serting ‘‘a service (other than a screening
flexible sigmoidoscopy provided to an indi-
vidual for the purpose of early detection of
colon cancer or a screening colonoscopy pro-
vided to an individual at high risk for
colorectal cancer for the purpose of early de-
tection of colon cancer)’’.

(C) Section 1862(a) (42 U.S.C. 1395y(a)) is
amended—

(i) in paragraph (1)—
(I) in subparagraph (E), by striking ‘‘and’’

at the end;
(II) in subparagraph (F), by striking the

semicolon at the end and inserting ‘‘, and’’;
and

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

‘‘(G) in the case of screening fecal-occult
blood tests, screening flexible
sigmoidoscopies, and screening colonoscopy
provided for the purpose of early detection of
colon cancer, which are performed more fre-
quently than is covered under section
1834(d);’’; and

(ii) in paragraph (7), by striking ‘‘para-
graph (1)(B) or under paragraph (1)(F)’’ and
inserting ‘‘subparagraphs (B), (F), or (G) of
paragraph (1)’’.

(d) PROSTATE CANCER SCREENING TESTS.—
(1) IN GENERAL.—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)) is amended—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (N) and subparagraph (O); and
(B) by inserting after subparagraph (O) the

following new subparagraph:
‘‘(P) prostate cancer screening tests (as de-

fined in subsection (oo)); and’’.
(2) TESTS DESCRIBED.—Section 1861 (42

U.S.C. 1395x) is amended by adding at the end
the following new subsection:

‘‘Prostate Cancer Screening Tests
‘‘(oo) The term ‘prostate cancer screening

test’ means a test that consists of a digital
rectal examination or a prostate-specific
antigen blood test (or both) provided for the
purpose of early detection of prostate cancer
to a man over 40 years of age who has not
had such a test during the preceding year.’’.

(3) PAYMENT FOR PROSTATE-SPECIFIC ANTI-
GEN BLOOD TEST UNDER CLINICAL DIAGNOSTIC
LABORATORY TEST FEE SCHEDULES.—Section
1833(h)(1)(A) (42 U.S.C. 1395l(h)(1)(A)) is
amended by inserting after ‘‘laboratory
tests’’ the following: ‘‘(including prostate
cancer screening tests under section 1861(oo)
consisting of prostate-specific antigen blood
tests)’’.

(4) CONFORMING AMENDMENT.—Section
1862(a) (42 U.S.C. 1395y(a)), as amended by
subsection (c)(3)(C), is amended—

(A) in paragraph (1)—
(i) in subparagraph (F), by striking ‘‘and’’

at the end,
(ii) in subparagraph (G), by striking the

semicolon at the end and inserting ‘‘, and’’,
and

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

‘‘(H) in the case of prostate cancer screen-
ing test (as defined in section 1861(oo)) pro-
vided for the purpose of early detection of
prostate cancer, which are performed more
frequently than is covered under such sec-
tion;’’; and

(B) in paragraph (7), by striking ‘‘or (G)’’
and inserting ‘‘(G), or (H)’’.

(e) DIABETES SCREENING BENEFITS.—
(1) DIABETES OUTPATIENT SELF-MANAGEMENT

TRAINING SERVICES.—
(A) IN GENERAL.—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)), as amended by subsection
(d)(1), is amended—

(i) by striking ‘‘and’’ at the end of subpara-
graph (N);

(ii) by striking ‘‘and’’ at the end of sub-
paragraph (O); and

(iii) by inserting after subparagraph (O)
the following new subparagraph:

‘‘(P) diabetes outpatient self-management
training services (as defined in subsection
(pp)); and’’.

(B) DEFINITION.—Section 1861 (42 U.S.C.
1395x), as amended by subsection (d)(2), is
amended by adding at the end the following
new subsection:

‘‘DIABETES OUTPATIENT SELF-MANAGEMENT
TRAINING SERVICES

‘‘(pp)(1) The term ‘diabetes outpatient self-
management training services’ means edu-
cational and training services furnished to
an individual with diabetes by or under ar-
rangements with a certified provider (as de-
scribed in paragraph (2)(A)) in an outpatient
setting by an individual or entity who meets

the quality standards described in paragraph
(2)(B), but only if the physician who is man-
aging the individual’s diabetic condition cer-
tifies that such services are needed under a
comprehensive plan of care related to the in-
dividual’s diabetic condition to provide the
individual with necessary skills and knowl-
edge (including skills related to the self-ad-
ministration of injectable drugs) to partici-
pate in the management of the individual’s
condition.

‘‘(2) In paragraph (1)—
‘‘(A) a ‘certified provider’ is an individual

or entity that, in addition to providing dia-
betes outpatient self-management training
services, provides other items or services for
which payment may be made under this
title; and

‘‘(B) an individual or entity meets the
quality standards described in this para-
graph if the individual or entity meets qual-
ity standards established by the Secretary,
except that the individual or entity shall be
deemed to have met such standards if the in-
dividual or entity meets applicable stand-
ards originally established by the National
Diabetes Advisory Board and subsequently
revised by organizations who participated in
the establishment of standards by such
Board, or is recognized by the American Dia-
betes Association as meeting standards for
furnishing the services.’’.

(C) CONSULTATION WITH ORGANIZATIONS IN
ESTABLISHING PAYMENT AMOUNTS FOR SERV-
ICES PROVIDED BY PHYSICIANS.—In establish-
ing payment amounts under section 1848(a)
of the Social Security Act for physicians’
services consisting of diabetes outpatient
self-management training services, the Sec-
retary of Health and Human Services shall
consult with appropriate organizations, in-
cluding the American Diabetes Association,
in determining the relative value for such
services under section 1848(c)(2) of such Act.

(2) BLOOD-TESTING STRIPS FOR INDIVIDUALS
WITH DIABETES.—

(A) INCLUDING STRIPS AS DURABLE MEDICAL
EQUIPMENT.—Section 1861(n) (42 U.S.C.
1395x(n)) is amended by striking the semi-
colon in the first sentence and inserting the
following: ‘‘, and includes blood-testing
strips for individuals with diabetes without
regard to whether the individual has Type I
or Type II diabetes (as determined under
standards established by the Secretary in
consultation with the American Diabetes As-
sociation);’’.

(2) PAYMENT FOR STRIPS BASED ON METH-
ODOLOGY FOR INEXPENSIVE AND ROUTINELY
PURCHASED EQUIPMENT.—Section 1834(a)(2)(A)
(42 U.S.C. 1395m(a)(2)(A)) is amended—

(A) by striking ‘‘or’’ at the end of clause
(ii);

(B) by adding ‘‘or’’ at the end of clause
(iii); and

(C) by inserting after clause (iii) the fol-
lowing new clause:

‘‘(iv) which is a blood-testing strip for an
individual with diabetes,’’.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished on or after January 1,
1996.

SEC. 15105. REDUCTION IN PAYMENT FOR CAP-
ITAL-RELATED COSTS OF HOSPITAL
OUTPATIENT SERVICES.

Section 1861(v)(1)(S)(ii)(I) (42 U.S.C.
1395x(v)(1)(S)(ii)(I)) is amended by striking
‘‘through 1998’’ and inserting ‘‘through 2002’’.

SEC. 15106. PART B PREMIUM.

Section 1839(e)(1) (42 U.S.C. 1395r(e)(1)) is
amended—

(1) in subparagraph (A), by striking ‘‘1995’’
and inserting ‘‘1996’’, and

(2) in subparagraph (B)(v), by inserting
‘‘and 1996’’ after ‘‘1995’’.
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SEC. 15107. ENSURING PAYMENT FOR PHYSICIAN

AND NURSE FOR JOINTLY FUR-
NISHED ANESTHESIA SERVICES.

(a) PAYMENT FOR JOINTLY FURNISHED SIN-
GLE CASE.—

(1) PAYMENT TO PHYSICIAN.—Section
1848(a)(4) (42 U.S.C. 1395w–4(a)(4)) is amended
by adding at the end the following new sub-
paragraph:

‘‘(C) PAYMENT FOR SINGLE CASE.—Notwith-
standing section 1862(a)(1)(A), with respect to
physicians’ services consisting of the fur-
nishing of anesthesia services for a single
case that are furnished jointly with a cer-
tified registered nurse anesthetist, if the car-
rier determines that the use of both the phy-
sician and the nurse anesthetist to furnish
the anesthesia service was not medically
necessary, the fee schedule amount for the
physicians’ services shall be equal to 50 per-
cent (or 55 percent, in the case of services
furnished during 1996 or 1997) of the fee
schedule amount applicable under this sec-
tion for anesthesia services personally per-
formed by the physician alone (without re-
gard to this subparagraph). Nothing in this
subparagraph may be construed to affect the
application of any provision of law regarding
balance billing.’’.

(2) PAYMENT TO CRNA.—Section 1833(l)(4)(B)
(42 U.S.C. 1395l(l)(4)(B)) is amended by adding
at the end the following new clause:

‘‘(iv) Notwithstanding section 1862(a)(1)(A),
in the case of services of a certified reg-
istered nurse anesthetist consisting of the
furnishing of anesthesia services for a single
case that are furnished jointly with a physi-
cian, if the carrier determines that the use of
both the physician and the nurse anesthetist
to furnish the anesthesia service was not
medically necessary, the fee schedule
amount for the services furnished by the cer-
tified registered nurse anesthetist shall be
equal to 50 percent (or 40 percent, in the case
of services furnished during 1996 or 1997) of
the fee schedule amount applicable under
section 1848 for anesthesia services person-
ally performed by the physician alone (with-
out regard to this clause).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsections (a) shall apply to serv-
ices furnished on or after July 1, 1996.

Subtitle C—Provisions Relating to Parts A
and B

PART 1—MEDICARE SECONDARY PAYER
SEC. 15201. EXTENSION OF EXISTING SECONDARY

PAYER REQUIREMENTS.
(a) DATA MATCH.—
(1) Section 1862(b)(5)(C) (42 U.S.C.

1395y(b)(5)(C)) is amended by striking clause
(iii).

(2) Section 6103(l)(12) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraph (F).

(b) APPLICATION TO DISABLED INDIVIDUALS
IN LARGE GROUP HEALTH PLANS.—

(1) IN GENERAL.—Section 1862(b)(1)(B) (42
U.S.C. 1395y(b)(1)(B)) is amended—

(A) in clause (i), by striking ‘‘clause (iv)’’
and inserting ‘‘clause (iii)’’,

(B) by striking clause (iii), and
(C) by redesignating clause (iv) as clause

(iii).
(2) CONFORMING AMENDMENTS.—Paragraphs

(1) through (3) of section 1837(i) (42 U.S.C.
1395p(i)) and the second sentence of section
1839(b) (42 U.S.C. 1395r(b)) are each amended
by striking ‘‘1862(b)(1)(B)(iv)’’ each place it
appears and inserting ‘‘1862(b)(1)(B)(iii)’’.

(c) PERIOD OF APPLICATION TO INDIVIDUALS
WITH END STAGE RENAL DISEASE.—Section
1862(b)(1)(C) (42 U.S.C. 1395y(b)(1)(C)) is
amended—

(1) in the first sentence, by striking ‘‘12-
month’’ each place it appears and inserting
‘‘18-month’’, and

(2) by striking the second sentence.

SEC. 15202. CLARIFICATION OF TIME AND FILING
LIMITATIONS.

(a) IN GENERAL.—Section 1862(b)(2)(B) (42
U.S.C. 1395y(b)(2)(B)) is amended by adding
at the end the following new clause:

‘‘(v) TIME, FILING, AND RELATED PROVISIONS
UNDER PRIMARY PLAN.—Requirements under a
primary plan as to the filing of a claim, time
limitations for the filing of a claim, informa-
tion not maintained by the Secretary, or no-
tification or pre-admission review, shall not
apply to a claim by the United States under
clause (ii) or (iii).’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) applies to items and
services furnished after 1993.
SEC. 15203. CLARIFICATION OF LIABILITY OF

THIRD PARTY–ADMINISTRATORS.
(a) IN GENERAL.—Section 1862(b)(2)(B)(ii)

(42 U.S.C. 1395y(b)(2)(B)(ii)) is amended by in-
serting ‘‘, or which determines claims under
the primary plan’’ after ‘‘primary plan’’.

(b) CLAIMS BETWEEN PARTIES OTHER THAN
THE UNITED STATES.— Section 1862(b)(2)(B)
(42 U.S.C. 1395y(b)(2)(B)), (as amended by sec-
tion 15201(a)) is further amended by adding
at the end the following new clause:

‘‘(vi) CLAIMS BETWEEN PARTIES OTHER THAN
THE UNITED STATES.—A claim by the United
States under clause (ii) or (iii) shall not pre-
clude claims between other parties.’’.

(c) EFFECTIVE DATE.—The amendments
made by the previous subsections apply to
items and services furnished after 1993.
SEC. 15204. CLARIFICATION OF PAYMENT

AMOUNTS TO MEDICARE.
(a) IN GENERAL.—Section 1862(b)(2)(B)(i) (42

U.S.C. 1395y(b)(2)(B)(i)) is amended to read as
follows:

‘‘(i) REPAYMENT REQUIRED.—
‘‘(I) Any payment under this title, with re-

spect to any item or service for which pay-
ment by a primary plan is required under the
preceding provisions of this subsection, shall
be conditioned on reimbursement to the ap-
propriate Trust Fund established by this
title when notice or other information is re-
ceived that payment for that item or service
has been or should have been made under
those provisions. If reimbursement is not
made to the appropriate Trust Fund before
the expiration of the 60-day period that be-
gins on the date such notice or other infor-
mation is received, the Secretary may
charge interest (beginning with the date on
which the notice or other information is re-
ceived) on the amount of the reimbursement
until reimbursement is made (at a rate de-
termined by the Secretary in accordance
with regulations of the Secretary of the
Treasury applicable to charges for late pay-
ments).

‘‘(II) The amount owed by a primary plan
under the first sentence of subclause (I) is
the lesser of the full primary payment re-
quired (if that amount is readily determina-
ble) and the amount paid under this title for
that item or service.’’.

(b) CONFORMING AND TECHNICAL AMEND-
MENTS.—

(1) Subparagraphs (A)(i)(I) and (B)(i) of sec-
tion 1862(b)(1) (42 U.S.C. 1395y(b)(1)) are each
amended by inserting ‘‘(or eligible to be cov-
ered)’’ after ‘‘covered’’.

(2) Section 1862(b)(1)(C)(ii) (42 U.S.C.
1395y(b)(1)(C)(ii)) is amended by striking
‘‘covered by such plan’’.

(3) The matter in section 1861(b)(2)(A) (42
U.S.C. 1395x(b)(2)(A)) preceding clause (i) is
amended by striking ‘‘, except as provided in
subparagraph (B),’’.

(c) EFFECTIVE DATE.—The amendments
made by the previous subsections apply to
items and services furnished after 1993.
SEC. 15205. CONDITIONS FOR DOUBLE DAMAGES.

(a) IN GENERAL.—Section 1862(b)(2)(B)(ii)
(42 U.S.C. 1395y(b)(2)(B)(ii)) is amended—

(1) by striking ‘‘, in accordance with para-
graph (3)(A)’’, and

(2) by inserting ‘‘, unless the entity dem-
onstrates that it did not know, and could not
have known, of its obligation to pay’’ after
‘‘against that entity’’.

(b) CONFORMING AMENDMENT.—Section
1862(b)(3)(A) (42 U.S.C. 1395y(b)(3)(A)) is
amended by striking ‘‘(or appropriate reim-
bursement)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished after 1993.

PART 2—OTHER PROVISIONS RELATING
TO PARTS A AND B

SEC. 15221. MAKING ADDITIONAL CHOICES OF
HEALTH PLANS AVAILABLE TO
BENEFICIARIES.

(a) DEFINITION OF PPO.—Section 1876 (42
U.S.C. 1395mm) is amended by adding at the
end the following new subsection:

‘‘(k)(1) A preferred provider organization
(as defined in paragraph (2)) shall be consid-
ered to be an eligible organization under this
section.

‘‘(2) In this section, the term ‘preferred
provider organization’ means an organiza-
tion that—

‘‘(A) would be an eligible organization (as
defined in subsection (b)) if—

‘‘(i) clauses (ii) through (iv) of subsection
(b)(2)(A) did not apply,

‘‘(ii) subsection (b)(2)(C) did not apply, and
‘‘(iii) subsection (b)(2)(D) only applied (in

the case of services not provided under this
title) to the physicians’ services the organi-
zation provides; and

‘‘(B) permits enrollees to obtain benefits
through any lawful provider.

Nothing in subparagraph (B) shall be con-
strued as requiring that the benefits for serv-
ices provided through providers that do not
have a contract with the organization be the
same as those for services provided through
providers that have such contracts so long as
an enrollee’s liabilities do not exceed the li-
abilities that the enrollee would have under
parts A and B if the individual were not en-
rolled under this section.’’.

(b) PARTIAL RISK PAYMENT METHODS.—Sec-
tion 1876 (42 U.S.C. 1395mm) is further
amended by adding at the end the following
new subsection:

‘‘(l) Notwithstanding the previous provi-
sions of this section, at the election of an eli-
gible organization the Secretary may estab-
lish an alternative partial-risk-sharing
mechanism for making payment to the orga-
nization under this section. Under such
mechanism fee-for-service payments would
be made to the organization for some serv-
ices provided under the contract, under such
conditions and subject to such restrictions
as the Secretary may determine.’’.

(c) CONFORMING AMENDMENT.—Section 1876
(42 U.S.C. 1395mm) is further amended—

(1) in the heading by striking ‘‘ORGANIZA-
TIONS AND COMPETITIVE MEDICAL PLANS’’ and
inserting ‘‘ORGANIZATIONS, COMPETITIVE
MEDICAL PLANS, AND PREFERRED PROVIDER
ORGANIZATIONS’’, and

(2) in subsection (c)(3)(E)(ii), by inserting
‘‘(if any)’’ after ‘‘the restrictions’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contract
years beginning on or after January 1, 1996.

SEC. 15222. TEACHING HOSPITAL AND GRADUATE
MEDICAL EDUCATION TRUST FUND.

(a) TEACHING HOSPITAL AND GRADUATE
MEDICAL EDUCATION TRUST FUND.—The So-
cial Security Act (42 U.S.C. 300 et seq.) is
amended by adding at the end the following
title:
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‘‘TITLE XXI—TEACHING HOSPITAL AND

GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘SEC. 2101. ESTABLISHMENT OF FUND.

‘‘(a) IN GENERAL.—There is established in
the Treasury of the United States a fund to
be known as the Teaching Hospital and
Graduate Medical Education Trust Fund (in
this title referred to as the ‘Fund’), consist-
ing of amounts transferred to the Fund
under subsection (c), amounts appropriated
to the Fund pursuant to subsections (d) and
(e)(3), and such gifts and bequests as may be
deposited in the Fund pursuant to subsection
(f). Amounts in the Fund are available until
expended.

‘‘(b) EXPENDITURES FROM FUND.—Amounts
in the Fund are available to the Secretary
for making payments under section 2111.

‘‘(c) TRANSFERS TO FUND.—
‘‘(1) IN GENERAL.—From the Federal Hos-

pital Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, the Secretary shall, for fiscal year 1996
and each subsequent fiscal year, transfer to
the Fund an amount determined by the Sec-
retary for the fiscal year involved in accord-
ance with paragraph (2).

‘‘(2) DETERMINATION OF AMOUNTS.—For pur-
poses of paragraph (1), the amount deter-
mined under this paragraph for a fiscal year
is an estimate by the Secretary of an
amount equal to 75 percent of the difference
between—

‘‘(A) the nationwide total of the amounts
that would have been paid under section
1876(a)(4) during the year but for the exclu-
sion of medical education payments from the
adjusted average per capita cost pursuant to
section 1876(a)(4)(B)(ii); and

‘‘(B) the nationwide total of the amounts
paid under section 1876(a)(4) during the year.

‘‘(3) ALLOCATION BETWEEN MEDICARE TRUST
FUNDS.—In providing for a transfer under
paragraph (1) for a fiscal year, the Secretary
shall provide for an allocation of the
amounts involved between part A and part B
of title XVIII (and the trust funds estab-
lished under the respective parts) as reason-
ably reflects the proportion of payments for
the indirect costs of medical education and
direct graduate medical education costs of
hospitals associated with the provision of
services under each respective part.

‘‘(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Fund such sums as may be necessary for
each of the fiscal years 1996 through 2002.

‘‘(e) INVESTMENT.—
‘‘(1) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund. Such investments may be made
only in interest-bearing obligations of the
United States. For such purpose, such obli-
gations may be acquired on original issue at
the issue price, or by purchase of outstand-
ing obligations at the market price.

‘‘(2) SALE OF OBLIGATIONS.—Any obligation
acquired by the Fund may be sold by the
Secretary of the Treasury at the market
price.

‘‘(3) AVAILABILITY OF INCOME.—Any interest
derived from obligations acquired by the
Fund, and proceeds from any sale or redemp-
tion of such obligations, are hereby appro-
priated to the Fund.

‘‘(f) ACCEPTANCE OF GIFTS AND BEQUESTS.—
The Fund may accept on behalf of the United
States money gifts and bequests made un-
conditionally to the Fund for the benefit of
the Fund or any activity financed through
the Fund.

‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘SEC. 2111. FORMULA PAYMENTS TO TEACHING
HOSPITALS.

‘‘(a) IN GENERAL.—In the case of each
teaching hospital that in accordance with
subsection (b) submits to the Secretary a
payment document for fiscal year 1996 or any
subsequent fiscal year, the Secretary shall
make payments for the year to the teaching
hospital for the direct and indirect costs of
operating approved medical residency train-
ing programs. Such payments shall be made
from the Fund, and shall be made in accord-
ance with a formula established by the Sec-
retary.

‘‘(b) PAYMENT DOCUMENT.—For purposes of
subsection (a), a payment document is a doc-
ument containing such information as may
be necessary for the Secretary to make pay-
ments under such subsection to a teaching
hospital for a fiscal year. The document is
submitted in accordance with this subsection
if the document is submitted not later than
the date specified by the Secretary, and the
document is in such form and is made in
such manner as the Secretary may require.
The Secretary may require that information
under this subsection be submitted to the
Secretary in periodic reports.’’.

(b) NATIONAL ADVISORY COUNCIL ON POST-
GRADUATE MEDICAL EDUCATION.—

(1) IN GENERAL.—There is established with-
in the Department of Health and Human
Services an advisory council to be known as
the National Advisory Council on Post-
graduate Medical Education (in this title re-
ferred to as the ‘‘Council’’).

(2) DUTIES.—The council shall provide ad-
vice to the Secretary on appropriate policies
for making payments for the support of post-
graduate medical education in order to as-
sure an adequate supply of physicians
trained in various specialities, consistent
with the health care needs of the United
States.

(3) COMPOSITION.—
(A) IN GENERAL.—The Secretary shall ap-

point to the Council 15 individuals who are
not officers or employees of the United
States. Such individuals shall include not
less than 1 individual from each of the fol-
lowing categories of individuals or entities:

(i) Organizations representing consumers
of health care services.

(ii) Physicians who are faculty members of
medical schools, or who supervise approved
physician training programs.

(iii) Physicians in private practice who are
not physicians described in clause (ii).

(iv) Practitioners in public health.
(v) Advanced-practice nurses.
(vi) Other health professionals who are not

physicians.
(vii) Medical schools.
(viii) Teaching hospitals.
(ix) The Accreditation Council on Graduate

Medical Education.
(x) The American Board of Medical Speci-

alities.
(xi) The Council on Postdoctoral Training

of the American Osteopathic Association.
(xii) The Council on Podiatric Medical

Education of the American Podiatric Medi-
cal Association.

(B) REQUIREMENTS REGARDING REPRESENTA-
TIVE MEMBERSHIP.—To the greatest extent
feasible, the membership of the Council shall
represent the various geographic regions of
the United States, shall reflect the racial,
ethnic, and gender composition of the popu-
lation of the United States, and shall be
broadly representative of medical schools
and teaching hospitals in the United States.

(C) EX OFFICIO MEMBERS; OTHER FEDERAL
OFFICERS OR EMPLOYEES.—The membership of
the Council shall include individuals des-
ignated by the Secretary to serve as mem-

bers of the Council from among Federal offi-
cers or employees who are appointed by the
President, or by the Secretary (or by other
Federal officers who are appointed by the
President with the advice and consent of the
Senate). Individuals designated under the
preceding sentence shall include each of the
following officials (or a designee of the offi-
cial):

(i) The Secretary of Health and Human
Services.

(ii) The Secretary of Veterans Affairs.
(iii) The Secretary of Defense.
(4) CHAIR.—The Secretary shall, from

among members of the council appointed
under paragraph (3)(A), designate an individ-
ual to serve as the chair of the council.

(5) TERMINATION.—The Council terminates
December 31, 1999.

(c) REMOVE MEDICAL EDUCATION AND DIS-
PROPORTIONATE SHARE HOSPITAL PAYMENTS
FROM CALCULATION OF ADJUSTED AVERAGE
PER CAPITA COST.—

(1) IN GENERAL.—Section 1876(a)(4) (42
U.S.C. 1395mm(a)(4)) is amended—

(A) by striking ‘‘(4)’’ and inserting
‘‘(4)(A)’’; and

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

‘‘(B) In determining the adjusted average
per capita cost for a contract year under sub-
paragraph (A), the Secretary shall exclude
any amounts which the Secretary estimates
would be payable under this title during the
year for—

‘‘(i) payment adjustments under section
1886(d)(5)(F) for hospitals serving a dis-
proportionate share of low-income patients;
and

‘‘(ii) the indirect costs of medical edu-
cation under section 1886(d)(5)(B) or for di-
rect graduate medical education costs under
section 1886(h).’’.

(2) PAYMENTS TO HOSPITALS OF AMOUNTS AT-
TRIBUTABLE TO DSH.—Section 1886 (42 U.S.C.
1395ww) is amended by adding at the end the
following new subsection:

‘‘(j)(1) In addition to amounts paid under
subsection (d)(5)(F), the Secretary is author-
ized to pay hospitals which are eligible for
such payments for a fiscal year supplemental
amounts that do not exceed the limit pro-
vided for in paragraph (2).

‘‘(2) The sum of the aggregate amounts
paid pursuant to paragraph (1) for a fiscal
year shall not exceed the Secretary’s esti-
mate of 75 percent of the amount excluded
from the adjusted average per capita cost for
the fiscal year pursuant to section
1876(a)(4)(B)(i).’’.
SEC. 15223. REVISIONS IN DETERMINATION OF

AMOUNT OF PAYMENT FOR MEDI-
CAL EDUCATION.

(a) INDIRECT MEDICAL EDUCATION.—
(1) IN GENERAL.—Section 1886(d)(5)(B) (42

U.S.C. 1395ww(d)(5)(B)) is amended by adding
at the end the following new clauses:

‘‘(v) In determining such adjustment with
respect to a hospital for discharges occurring
on or after October 1, 1995, and on or before
September 30, 2002—

‘‘(I) the total number of interns and resi-
dents counted by the Secretary may not ex-
ceed the number of interns and residents
counted with respect to the hospital as of
August 1, 1995, and

‘‘(II) the number of interns and residents
counted by the Secretary who are not pri-
mary care residents (as defined in subsection
(h)(5)(H)) may not exceed the number of such
residents counted with respect to the hos-
pital as of such date.

‘‘(vi) In calculating the number of full-
time-equivalent interns and residents of a
hospital in determining such adjustment
with respect to the hospital, the Secretary
shall provide for a weighting factor of .50
with respect to each intern and resident who
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is not in an initial residency period (as de-
fined in subsection (h)(5)(F)).’’.

(2) PAYMENT FOR INTERNS AND RESIDENTS
PROVIDING OFF-SITE SERVICES.—Section
1886(d)(5)(B)(iv) (42 U.S.C. 1395ww(d)(5)(B)(iv))
is amended by striking ‘‘any entity’’ and all
that follows through ‘‘and residents)’’ and
inserting ‘‘any other entity under an agree-
ment with the hospital’’.

(b) DIRECT MEDICAL EDUCATION.—
(1) LIMITATION ON NUMBER OF RESIDENTS.—

Section 1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is
amended by adding at the end the following
new subparagraph:

‘‘(F) LIMITATION ON NUMBER OF RESIDENTS
FOR CERTAIN FISCAL YEARS.—Such rules shall
provide that for purposes of a cost reporting
period beginning on or after October 1, 1995,
and on or before September 30, 2002—

‘‘(i) the total number of full-time-equiva-
lent residents determined under this para-
graph with respect to an approved medical
residency training program may not exceed
the number of full-time-equivalent residents
with respect to the program as of August 1,
1995, and

‘‘(ii) the number of full-time-equivalent
residents determined under this paragraph
with respect to the program who are not pri-
mary care residents (as defined in paragraph
(5)(H)) may not exceed the number of such
residents counted with respect to the pro-
gram as of such date.’’.

(2) CONTINUATION OF FREEZE ON UPDATES TO
FTE RESIDENT AMOUNTS.—Section
1886(h)(2)(D)(ii) (42 U.S.C. 1395ww(h)(2)(D)(ii))
is amended by striking ‘‘fiscal year 1994 or
fiscal year 1995’’ and inserting ‘‘fiscal years
1994, 1995, 1996, or 1997’’.

(3) PERMITTING PAYMENT TO NON-HOSPITAL
PROVIDERS.—Section 1886 (42 U.S.C. 1395ww)
is amended by adding at the end the follow-
ing new subsection:

‘‘(j) Beginning with cost reporting periods
beginning on or after July 1, 1996, notwith-
standing any other provision of this title,
the Secretary may make payments (in such
amounts and in such form as the Secretary
considers appropriate) to entities other than
hospitals for the direct costs of medical edu-
cation, if such costs are incurred in the oper-
ation of an approved medical residency
training program described in subsection
(h).’’.

(c) EXPANDING DEFINITION OF PRIMARY
CARE RESIDENTS.—Section 1886(h)(5)(H) (42
U.S.C. 1395ww(h)(5)(H)) is amended by insert-
ing ‘‘obstetrics and gynecology,’’ after ‘‘geri-
atric medicine,’’.

(d) EFFECTIVE DATE.—Except as provided
otherwise in this section (or in the amend-
ments made by this section), the amend-
ments made by this section apply to hospital
cost reporting periods beginning on or after
October 1, 1995.
SEC. 15224. PAYMENTS FOR HOME HEALTH SERV-

ICES.
(a) REDUCTIONS IN COST LIMITS.—Section

1861(v)(1)(L)(i) (42 U.S.C. 1395x(v)(1)(L)(i)) is
amended—

(1) by inserting ‘‘and before October 1,
1996,’’ after ‘‘July 1, 1987’’ in subclause (III),

(2) by striking the period at the end of the
matter following subclause (III), and insert-
ing ‘‘, and’’,

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

‘‘(IV) October 1, 1996, 105 percent of the me-
dian of the labor-related and nonlabor per
visit costs for free standing home health
agencies.’’.

(b) DELAY IN UPDATES.—Section
1861(v)(1)(L)(iii) (42 U.S.C. 1395x(v)(1)(L)(iii))
is amended by striking ‘‘July 1, 1996’’ and in-
serting ‘‘October 1, 1996’’.

(c) ADDITIONS TO COST LIMITS.—Section
1861(v)(1)(L) (42 U.S.C. 1395x(v)(1)(L)) is

amended by adding at the end the following
new clauses:

‘‘(iv) For services furnished by home
health agencies for cost reporting periods be-
ginning on or after October 1, 1996, the Sec-
retary shall provide for an interim system of
limits. Payment shall be the lower of—

‘‘(I) costs determined under the preceding
provisions of this subparagraph, or

‘‘(II) an agency-specific per beneficiary an-
nual limit calculated from the agency’s 12-
month cost reporting period ending on or
after January 1, 1994 and on or before Decem-
ber 31, 1994 based on reasonable costs (includ-
ing non-routine medical supplies), updated
by the home health market basket index.
The per beneficiary limitation shall be mul-
tiplied by the agency’s unduplicated census
count of Medicare patients for the year sub-
ject to the limitation. The limitation shall
represent total Medicare reasonable costs di-
vided by the unduplicated census count of
Medicare patients.

‘‘(v) For services furnished by home health
agencies for cost reporting periods beginning
on or after October 1, 1996, the following
rules shall apply:

‘‘(I) For new providers and those providers
without a 12-month cost reporting period
ending in calendar year 1994, the per bene-
ficiary limit shall be equal to the mean of
these limits (or the Secretary’s best esti-
mates thereof) applied to home health agen-
cies as determined by the Secretary. Home
health agencies that have altered their cor-
porate structure or name may not be consid-
ered new providers for payment purposes.

‘‘(II) For beneficiaries who use services fur-
nished by more than one home health agen-
cy, the per beneficiary limitation shall be
pro-rated among agencies.

‘‘(vi) Home health agencies whose cost or
utilization experience is below 125 percent of
the mean national or census region aggre-
gate per beneficiary cost or utilization expe-
rience for 1994, or best estimates thereof, and
whose year-end reasonable costs are below
the agency-specific per beneficiary limit,
shall receive payment equal to 50 percent of
the difference between the agency’s reason-
able costs and its limit for fiscal years 1996,
1997, 1998, and 1999. Such payments may not
exceed 5 percent of an agency’s aggregate
Medicare reasonable cost in a year.

‘‘(vii) Effective January 1, 1997, or as soon
as feasible, the Secretary shall modify the
agency specific per beneficiary annual limit
described in clause (iv) to provide for re-
gional or national variations in utilization.
For purposes of determining payment under
clause (iv), the limit shall be calculated
through a blend of 75 percent of the agency-
specific cost or utilization experience in 1994
with 25 percent of the national or census re-
gion cost or utilization experience in 1994, or
the Secretary’s best estimates thereof.’’.

(d) USE OF INTERIM FINAL REGULATIONS.—
The Secretary shall implement the payment
limits described in section 1861(v)(1)(L)(iv) of
the Social Security Act by publishing in the
Federal Register a notice of interim final
payment limits by August 1, 1996 and allow-
ing for a period of public comments thereon.
Payments subject to these limits will be ef-
fective for cost reporting periods beginning
on or after October 1, 1996, without the ne-
cessity for consideration of comments re-
ceived, but the Secretary shall, by Federal
Register notice, affirm or modify the limits
after considering those comments.

(e) STUDIES.—The Secretary shall expand
research on a prospective payment system
for home health agencies that shall tie pro-
spective payments to an episode of care, in-
cluding an intensive effort to develop a reli-
able case mix adjuster that explains a sig-
nificant amount of the variances in costs.

The Secretary shall develop such a system
for implementation in fiscal year 2000.

(f) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Title XVIII is amended by adding at
the end the following new section:

‘‘PROSPECTIVE PAYMENT FOR HOME HEALTH
SERVICES

‘‘SEC. 1893. (a) Notwithstanding section
1861(v), the Secretary shall, for cost report-
ing periods beginning on or after fiscal year
2000, provide for payments for home health
services in accordance with a prospective
payment system, which pays home health
agencies on a per episode basis, established
by the Secretary.

‘‘(b) Such a system shall include the fol-
lowing:

‘‘(1) Per episode rates under the system
shall be 15 percent less than those that would
otherwise occur under fiscal year 2000 Medi-
care expenditures for home health services.

‘‘(2) All services covered and paid on a rea-
sonable cost basis under the Medicare home
health benefit as of the date of the enact-
ment of the Medicare Enhancement Act of
1995, including medical supplies, shall be sub-
ject to the per episode amount. In defining
an episode of care, the Secretary shall con-
sider an appropriate length of time for an
episode the use of services and the number of
visits provided within an episode, potential
changes in the mix of services provided with-
in an episode and their cost, and a general
system design that will provide for contin-
ued access to quality services. The per epi-
sode amount shall be based on the most cur-
rent audited cost report data available to the
Secretary.

‘‘(c) The Secretary shall employ an appro-
priate case mix adjuster that explains a sig-
nificant amount of the variation in cost.

‘‘(d) The episode payment amount shall be
adjusted annually by the home health mar-
ket basket index. The labor portion of the
episode amount shall be adjusted for geo-
graphic differences in labor-related costs
based on the most current hospital wage
index.

‘‘(e) The Secretary may designate a pay-
ment provision for outliers, recognizing the
need to adjust payments due to unusual vari-
ations in the type or amount of medically
necessary care.

‘‘(f) A home health agency shall be respon-
sible for coordinating all care for a bene-
ficiary. If a beneficiary elects to transfer to,
or receive services from, another home
health agency within an episode period, the
episode payment shall be pro-rated between
home health agencies.’’.

(g) LIMITATION ON PART A COVERAGE.—
(1) IN GENERAL.—Section 1812(a)(3) (42

U.S.C. 1395d(a)(3)) is amended by striking the
semicolon and inserting ‘‘for up to 160 visits
during any spell of illness;’’.

(2) CONFORMING AMENDMENT.—Section
1812(b) (42 U.S.C. 1395d(b)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (2),

(B) by striking the period at the end of
paragraph (3) and inserting ‘‘; or’’, and

(C) by adding at the end the following new
paragraph:

‘‘(4) home health services furnished to the
individual during such spell after such serv-
ices have been furnished to the individual for
160 visits during such spell.’’.

(3) EXCLUSION OF ADDITIONAL PART B COSTS
FROM DETERMINATION OF PART B MONTHLY
PREMIUM.—Section 1839(a) (42 U.S.C. 1395r(a))
is amended—

(A) in the second sentence of paragraph (1),
by striking ‘‘enrollees.’’ and inserting ‘‘en-
rollees (except as provided in paragraph
(5)).’’; and

(B) by adding at the end the following new
paragraph:
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‘‘(5) In estimating the benefits and admin-

istrative costs which will be payable from
the Federal Supplementary Medical Insur-
ance Trust Fund for a year (beginning with
1996), the Secretary shall exclude an esti-
mate of any benefits and costs attributable
to home health services for which payment
would have been made under part A during
the year but for paragraph (4) of section
1812(b).’’.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to spells
of illness beginning on or after October 1,
1995.

(h) REQUIRING BILLING AND PAYMENT TO BE
BASED ON SITE WHERE SERVICE FURNISHED.—
Section 1891 (42 U.S.C. 1395bbb) is amended
by adding at the end the following new sub-
section:

‘‘(g) A home health agency shall submit
claims for payment for home health services
under this title only on the basis of the geo-
graphic location at which the service is fur-
nished.’’.

(i) MAINTAINING SAVINGS RESULTING FROM
TEMPORARY FREEZE ON PAYMENT IN-
CREASES.—

(1) BASING UPDATES TO PER VISIT COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—Section
1861(v)(1)(L)(iii) (42 U.S.C. 1395x(v)(1)(L)(iii))
is amended by adding at the end the follow-
ing sentence: ‘‘In establishing limits under
this subparagraph, the Secretary may not
take into account any changes in the costs
of the provision of services furnished by
home health agencies with respect to cost re-
porting periods which began on or after July
1, 1994, and before July 1, 1996.’’.

(2) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by paragraph (1) in mak-
ing any exemptions and exceptions pursuant
to section 1861(v)(1)(L)(ii) of the Social Secu-
rity Act.
SEC. 15225. REQUIRING HEALTH MAINTENANCE

ORGANIZATIONS TO COVER APPRO-
PRIATE RANGE OF SERVICES.

(a) IN GENERAL.—Section 1876(c) (42 U.S.C.
1395mm(c)) is amended by adding at the end
the following new paragraph:

‘‘(9) The organization shall not deny any
health care professionals, based solely on the
license or certification as applicable under
State law, the ability to participate in pro-
viding services covered under the contract
under this section, or be reimbursed or in-
demnified or by a network plan for providing
such services under the contract.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to risk-
sharing contracts under section 1876 of the
Social Security Act which entered into or re-
newed on or after January 1, 1996.
SEC. 15226. CLARIFICATION OF MEDICARE COV-

ERAGE OF ITEMS AND SERVICES AS-
SOCIATED WITH CERTAIN MEDICAL
DEVICES APPROVED FOR INVES-
TIGATIONAL USE.

(a) COVERAGE.—Nothing in title XVIII of
the Social Security Act may be construed to
prohibit coverage under part A or part B of
the medicare program of items and services
associated with the use of a medical device
in the furnishing of inpatient or outpatient
hospital services (including outpatient diag-
nostic imaging services) for which payment
may be made under the program solely on
the grounds that the device is not an ap-
proved device, if—

(1) the device is an investigational device;
and

(2) the device is used instead of either an
approved device or a covered procedure.

(b) CLARIFICATION OF PAYMENT AMOUNT.—
Notwithstanding any other provision of title
XVIII of the Social Security Act, the amount
of payment made under the medicare pro-

gram for any item or service associated with
the use of an investigational device in the
furnishing of inpatient or outpatient hos-
pital services (including outpatient diag-
nostic imaging services) for which payment
may be made under the program may not ex-
ceed the amount of the payment which
would have been made under the program for
the item or service if the item or service
were associated with the use of an approved
device or a covered procedure.

(c) DEFINITIONS.—In this section—
(1) the term ‘‘approved device’’ means a

medical device (or devices) which has been
approved for marketing under pre-market
approval under the Federal Food, Drug, and
Cosmetic Act or cleared for marketing under
a 510(k) notice under such Act; and

(2) the term ‘‘investigational device’’
means—

(A) a medical device or devices (other than
a device described in paragraph (1)) approved
for investigational use under section 520(g) of
the Federal Food, Drug, and Cosmetic Act,
or

(B) an investigational combination product
under section 503(g) of the Federal Food,
Drug, and Cosmetic Act which includes a de-
vice (or devices) authorized for use under
section 505(i) of such Act.
SEC. 15227. COMMISSION ON THE FUTURE OF

MEDICARE AND THE PROTECTION
OF THE HEALTH OF THE NATION’S
SENIOR CITIZENS.

(a) ESTABLISHMENT.—There is established a
commission to be known as the Commission
on the Future of Medicare and the Protec-
tion of the Health of the Nation’s Senior
Citizens (in this section referred to as the
‘‘Commission’’).

(b) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) analyze indicators of the health status

of individuals in the United States who are
eligible for benefits under the medicare pro-
gram;

(B) make specific recommendations on ac-
tions which may be taken to improve the
medicare program which would promote the
health of medicare beneficiaries;

(C) analyze the effect of changes in the
medicare program (including changes in
medicare payments) on the access to and de-
livery of health care services to individuals
who are not medicare beneficiaries;

(D) examine the financial impact on the
medicare program of the significant increase
in the number of medicare eligible individ-
uals which will occur beginning approxi-
mately during 2010 and lasting for approxi-
mately 25 years, and

(E) make specific recommendations to the
Congress respecting a comprehensive ap-
proach to preserve the medicare program for
the period during which such individuals are
eligible for medicare.

(2) CONSIDERATIONS IN MAKING REC-
OMMENDATIONS.—In making its recommenda-
tions, the Commission shall consider the fol-
lowing:

(A) The amount and sources of Federal
funds to finance the medicare program.

(B) The most efficient and effective man-
ner of administering the program.

(C) Methods used by other nations to fi-
nance the delivery of health care services to
their citizens.

(D) The financial impact on the medicare
program of increases in the number of indi-
viduals in the United States without health
insurance coverage.

(c) MEMBERSHIP.—
(1) APPOINTMENT.—The Commission shall

be composed of 15 members appointed as fol-
lows:

(A) The President shall appoint 3 members.
(B) The Majority Leader of the Senate

shall appoint 3 members.

(C) The Minority Leader of the Senate
shall appoint 3 members.

(D) The Speaker of the House of Represent-
atives shall appoint 3 members.

(E) The Minority Leader of the House of
Representatives shall appoint 3 members.

(2) CHAIRMAN AND VICE CHAIRMAN.—The
Commission shall elect a Chairman and Vice
Chairman from among its members.

(3) VACANCIES.—Any vacancy in the mem-
bership of the Commission shall be filled in
the manner in which the original appoint-
ment was made and shall not affect the
power of the remaining members to execute
the duties of the Commission.

(4) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4
members may conduct a hearing under sub-
section (e).

(5) MEETINGS.—The Commission shall meet
at the call of its Chairman or a majority of
its members.

(6) COMPENSATION AND REIMBURSEMENT OF
EXPENSES.—Members of the Commission are
not entitled to receive compensation for
service on the Commission. Members may be
reimbursed for travel, subsistence, and other
necessary expenses incurred in carrying out
the duties of the Commission.

(d) STAFF AND CONSULTANTS.—
(1) STAFF.—The Commission may appoint

and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of title 5, United
States Code, that govern appointments in
the competitive services, and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(2) CONSULTANTS.—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
of title 5, United States Code, as the Com-
mission determines to be necessary to carry
out the duties of the Commission.

(e) POWERS.—
(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.—

(A) Upon the request of the Commission,
the Director of the Congressional Budget Of-
fice shall provide to the Commission such
cost estimates as the Commission deter-
mines 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.
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(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, Unit-
ed States Code. Upon request of the Chair-
man 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) ACCEPTANCE OF DONATIONS.—The Com-
mission may accept, use, and dispose of gifts
or donations of services or property.

(10) 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 May 1, 1997, the
Commission shall submit to Congress a re-
port containing its findings and rec-
ommendations regarding how to protect and
preserve the medicare program in a finan-
cially solvent manner until 2030 (or, if later,
throughout the period of projected solvency
of the Federal Old-Age and Survivors Insur-
ance Trust Fund). The report shall include
detailed recommendations for appropriate
legislative initiatives respecting how to ac-
complish this objective.

(g) TERMINATION.—The Commission shall
terminate 60 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. Amounts
appropriated to carry out this section shall
remain available until expended.

Subtitle D—Preventing Fraud and Abuse
PART 1—AMENDMENTS TO ANTI-FRAUD

AND ABUSE PROVISIONS APPLICABLE
TO MEDICARE, MEDICAID, AND STATE
HEALTH CARE PROGRAMS

SEC. 15301. ANTI-KICKBACK STATUTORY PROVI-
SIONS.

(a) REVISION TO PENALTIES.—
(1) PERMITTING SECRETARY TO IMPOSE CIVIL

MONETARY PENALTY.—Section 1128A(a) (42
U.S.C. 1320a–7a(a)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graphs (1) and (2);

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

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

‘‘(4) carries out any activity in violation of
paragraph (1) or (2) of section 1128B(b);’’.

(2) DESCRIPTION OF CIVIL MONETARY PEN-
ALTY APPLICABLE.—Section 1128A(a) (42
U.S.C. 1320a–7a(a)) is amended—

(A) by striking ‘‘given).’’ at the end of the
first sentence and inserting the following:
‘‘given or, in cases under paragraph (4),
$50,000 for each such violation).’’; and

(B) by striking ‘‘claim.’’ at the end of the
second sentence and inserting the following:
‘‘claim (or, in cases under paragraph (4),
damages of not more than three times the
total amount of remuneration offered, paid,
solicited, or received.’’.

(3) INCREASE IN CRIMINAL PENALTY.—Para-
graphs (1) and (2) of section 1128B(b) (42
U.S.C. 1320a–7b(b)) are each amended—

(A) by striking ‘‘$25,000’’ and inserting
‘‘$50,000’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and shall be sub-
ject to damages of not more than three times
the total remuneration offered, paid, solic-
ited, or received.’’.

(b) REVISIONS TO EXCEPTIONS.—
(1) EXCEPTION FOR DISCOUNTS.—Section

1128B(b)(3)(A) (42 U.S.C. 1320a–7b(b)(3)(A)) is
amended by striking ‘‘program;’’ and insert-
ing ‘‘program and is not in the form of a cash
payment;’’.

(2) EXCEPTION FOR PAYMENTS TO EMPLOY-
EES.—Section 1128B(b)(3)(B) (42 U.S.C. 1320a–
7b(b)(3)(B)) is amended by inserting at the
end ‘‘if the amount of remuneration under
the arrangement is consistent with the fair
market value of the services and is not de-
termined in a manner that takes into ac-
count (directly or indirectly) the volume or
value of any referrals, except that such em-
ployee can be paid remuneration in the form
of a productivity bonus based on services
personally performed by the employee.’’.

(3) EXCEPTION FOR WAIVER OF COINSURANCE
BY CERTAIN PROVIDERS.—Section
1128B(b)(3)(D) (42 U.S.C. 1320a–7b(b)(3)(D)) is
amended to read as follows:

‘‘(D) a waiver or reduction of any coinsur-
ance or other copayment if—

‘‘(i) the waiver or reduction is made pursu-
ant to a public schedule of discounts which
the person is obligated as a matter of law to
apply to certain individuals,

‘‘(ii) the waiver or reduction is made pur-
suant to an established program and applies
to a defined group of individuals whose in-
comes do not exceed 150 percent (or such
higher percentage as the Secretary may per-
mit) of the official poverty line (as defined
by the Office of Management and Budget,
and revised annually in accordance with sec-
tion 673(2) of the Omnibus Budget Reconcili-
ation Act of 1981) applicable to a family of
the size involved,

‘‘(iii) the waiver or reduction of coinsur-
ance is not offered as part of any advertise-
ment or solicitation and the person offering
the waiver or reduction determines in good
faith that the individual is in financial need,

‘‘(iv) the person offering the waiver or re-
duction fails to collect the coinsurance or
other payment after making reasonable col-
lection efforts, or

‘‘(v) the waiver or reduction of coinsurance
is in accordance with a cost sharing schedule
or a supplemental benefit package which
may be offered by a managed care plan (as
defined in section 1128(j)); and’’.

(4) NEW EXCEPTION FOR CAPITATED PAY-
MENTS.—Section 1128B(b)(3) (42 U.S.C. 1320a–
7b(b)(3)) 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 new
subparagraphs:

‘‘(F) any reduction in cost sharing or in-
creased benefits given to an individual, any
amounts paid to a provider for an item or
service furnished to an individual, or any
discount or reduction in price given by the
provider for such an item or service, if the
individual is enrolled with and such item or
service is covered under any of the following:

‘‘(i) A health plan which is furnishing
items or services under a risk-sharing con-
tract under section 1876 or section 1903(m).

‘‘(ii) A health plan receiving payments on
a prepaid basis, under a demonstration
project under section 402(a) of the Social Se-
curity Amendments of 1967 or under section
222(a) of the Social Security Amendments of
1972; and

‘‘(G) any amounts paid to a provider for an
item or service furnished to an individual or
any discount or reduction in price given by
the provider for such an item or service, if

the individual is enrolled with and such item
or service is covered under a health plan
under which the provider furnishing the item
or service is paid by the health plan for fur-
nishing the item or service only on a
capitated basis pursuant to a written ar-
rangement between the plan and the pro-
vider in which the provider assumes finan-
cial risk for furnishing the item or service.’’.

(c) AUTHORIZATION FOR THE SECRETARY TO
ISSUE REGULATIONS.—Section 1128B(b) (42
U.S.C. 1320a–7b(b)) is amended by adding at
the end the following new paragraph:

‘‘(4) The Secretary is authorized to impose
by regulation such other requirements as
needed to protect against program or patient
abuse with respect to any of the exceptions
described in paragraph (3).’’.

(d) CLARIFICATION OF OTHER ELEMENTS OF
OFFENSE.—Section 1128B(b) (42 U.S.C. 1320a–
7b(b)) is amended—

(1) in paragraph (1)(A), by striking ‘‘in re-
turn for referring’’ and inserting ‘‘to refer’’;

(2) in paragraph (1)(B), by striking ‘‘in re-
turn for purchasing, leasing, ordering, or ar-
ranging for or recommending’’ and inserting
‘‘to purchase, lease, order, or arrange for or
recommend’’; and

(3) by adding at the end of paragraphs (1)
and (2) the following sentence: ‘‘A violation
exists under this paragraph if one or more
purposes of the remuneration is unlawful
under this paragraph.’’.

SEC. 15302. CIVIL MONEY PENALTIES.

(a) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER
PLANS.—

(1) OFFER OF REMUNERATION.—Section
1128A(a) (42 U.S.C. 1320a–7a(a)), as amended
by section 15301(a)(1), is amended—

(A) by striking ‘‘; or’’ at the end of para-
graph (3) and inserting a semicolon;

(B) by striking the semicolon at the end of
paragraph (4) and inserting ‘‘; or’’; and

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

‘‘(5) offers, pays, or transfers remuneration
to any individual eligible for benefits under
title XVIII of this Act, or under a State
health care program (as defined in section
1128(h)) that such person knows or should
know is likely to influence such individual
to order or receive from a particular pro-
vider, practitioner, or supplier any item or
service for which payment may be made, in
whole or in part, under title XVIII, or a
State health care program, other than to in-
fluence an individual enrolled in a managed
care plan or a point-of-service plan (as de-
fined in section 1128(j)) to receive benefits
under the plan in accordance with estab-
lished practice patterns for the delivery of
medically necessary services;’’.

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

‘‘(6) The term ‘remuneration’ includes the
waiver or reduction of coinsurance amounts,
and transfers of items or services for free or
for other than fair market value, except that
such term does not include the waiver or re-
duction of coinsurance amounts by a person
or entity, if—

‘‘(A) the waiver or reduction is made pur-
suant to a public schedule of discounts which
the person is obligated as a matter of law to
apply to certain individuals,

‘‘(B) the waiver or reduction is made pur-
suant to an established program and applies
to a defined group of individuals whose in-
comes do not exceed 150 percent (or such
higher percentage as the Secretary may per-
mit) of the official poverty line (as defined
by the Office of Management and Budget,
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and revised annually in accordance with sec-
tion 673(2) of the Omnibus Budget Reconcili-
ation Act of 1981) applicable to a family of
the size involved,

‘‘(C) the waiver or reduction of coinsurance
is not offered as part of any advertisement or
solicitation and the person offering the waiv-
er or reduction determines in good faith that
the individual is in financial need,

‘‘(D) the person offering the waiver or re-
duction fails to collect the coinsurance or
other payment after making reasonable col-
lection efforts, or

‘‘(E) the waiver or reduction of coinsurance
is in accordance with a cost sharing schedule
or a supplemental benefit package which
may be offered by a managed care plan under
section 1128(j).’’.

(b) ADDITIONAL OFFENSES.—Section
1128A(a) of such Act, as amended by section
15301(a)(1) and subsection (a)(1), is further
amended—

(1) by striking ‘‘or’’ at the end of paragraph
(4);

(2) by striking the semicolon at the end of
paragraph (5) and inserting ‘‘; or’’; and

(3) by inserting after paragraph (5) the fol-
lowing new paragraphs:

‘‘(6) engages in a practice which has the ef-
fect of limiting or discouraging (as compared
to other plan enrollees) the utilization of
medically necessary health care services
covered by law or under the service contract
by title XIX or other publicly subsidized pa-
tients, including but not limited to differen-
tial standards for the location and hours of
service offered by providers participating in
the plan;

‘‘(7) substantially fails to cooperate with a
quality assurance program or a utilization
review activity; or

‘‘(8) engaging in a pattern of failing sub-
stantially to provide or authorize medically
necessary items and services that are re-
quired to be provided to an individual cov-
ered under a health plan (as defined in sec-
tion 1128(j)) or public program for the deliv-
ery of or payment for health care items or
services, if the failure has adversely affected
(or had a substantial likelihood of adversely
affecting) the individual;’’.

‘‘(9) submits false or fraudulent state-
ments, data or information on claims to the
Secretary, a State health care agency, or
any other Federal, State or local agency
charged with implementation or oversight of
a health plan or a public program that the
person knows or should know is fraudu-
lent;’’.

(c) MODIFICATIONS OF AMOUNTS OF PEN-
ALTIES AND ASSESSMENTS.—Section 1128A(a)
(42 U.S.C. 1320a–7a(a)), as amended by section
15301(a), subsection (a)(1), and subsection (b),
is amended in the matter following para-
graph (9)—

(1) by striking ‘‘$2,000’’ and inserting
‘‘$10,000’’;

(2) by inserting after ‘‘under paragraph (4),
$50,000 for each such violation’’ the follow-
ing: ‘‘; in cases under paragraph (5), $10,000
for each such offer, payment, or transfer; in
cases under paragraphs (6) through (9), an
amount not to exceed $10,000 for each such
determination by the Secretary’’; and

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

(d) INTEREST ON PENALTIES.—Section
1128A(f) (42 U.S.C. 1320a–7a(f)) is amended by
adding after the first sentence the following:
‘‘Interest shall accrue on the penalties and
assessments imposed by a final determina-
tion of the Secretary in accordance with an
annual rate established by the Secretary
under the Federal Claims Collection Act.
The rate of interest charged shall be the rate
in effect on the date the determination be-
comes final and shall remain fixed at that
rate until the entire amount due is paid. In

addition, the Secretary is authorized to re-
cover the costs of collection in any case
where the penalties and assessments are not
paid within 30 days after the determination
becomes final, or in the case of a com-
promised amount, where payments are more
than 90 days past due. In lieu of actual costs,
the Secretary is authorized to impose a
charge of up to 10 percent of the amount of
penalties and assessments owed to cover the
costs of collection.’’.

(e) AUTHORIZATION TO ACT.—
(1) IN GENERAL.—The first sentence of sec-

tion 1128A(c)(1) (42 U.S.C. 1320a–7a(c)(1)) is
amended by striking all that follows ‘‘(b)’’
and inserting the following: ‘‘unless, within
one year after the date the Secretary pre-
sents a case to the Attorney General for con-
sideration, the Attorney General brings an
action in a district court of the United
States.’’.

(2) EFFECTIVE DATE.—The amendment
made by this paragraph (1) shall apply to
cases presented by the Secretary of Health
and Human Services for consideration on or
after the date of the enactment of this Act.

(f) CLARIFICATION OF PENALTY IMPOSED ON
EXCLUDED PROVIDER FURNISHING SERVICES.—
Section 1128A(a)(1)(D) (42 U.S.C. 1320a–
7a(a)(1)(D)) is amended by inserting ‘‘who
furnished the service’’ after ‘‘in which the
person’’.
SEC. 15303. PRIVATE RIGHT OF ACTION.

Section 1128A (42 U.S.C. 1320a–7a) is amend-
ed by adding at the end the following new
subsection:

‘‘(m)(1) Subject to paragraphs (2) and (3), a
carrier offering an insured health plan and
the sponsor of a self-insured health plan that
suffers financial harm as a direct result of
the submission of claims by an individual or
entity for payment for items and services
furnished under the plan which makes the
individual or entity subject to a civil mone-
tary penalty under this section may, in a
civil action against the individual or entity
in the United States District Court, obtain
damages against the individual or entity and
such equitable relief as is appropriate.

‘‘(2) A carrier or sponsor may bring a civil
action under this subsection only if the car-
rier or sponsor provides the Secretary and
the Attorney General with written notice of
the intent to bring an action under this sub-
section, the identities of the individuals or
entities the carrier or sponsor intends to
name as defendants to the action, and all in-
formation the carrier or sponsor possesses
regarding the activity that is the subject of
the action that may materially affect the
Secretary’s decision to initiate a proceeding
to impose a civil monetary penalty under
this section against the defendants.

‘‘(3) A carrier or sponsor may bring a civil
action under this subsection only if any of
the following conditions are met:

‘‘(A) During the 60-day period that begins
on the date the Secretary receives the writ-
ten notice described in paragraph (2), the
Secretary does not notify the carrier or
sponsor that the Secretary intends to initi-
ate a proceeding to impose a civil monetary
penalty under this section against the de-
fendants.

‘‘(B) If the Secretary notifies the carrier or
sponsor during the 60-day period described in
subparagraph (A) that the Secretary intends
to initiate a proceeding to impose a civil
monetary penalty under this section against
the defendants, the Secretary subsequently
notifies the carrier or sponsor that the Sec-
retary no longer intends to initiate such a
proceeding against the defendants.

‘‘(C) After the expiration of the 2-year pe-
riod that begins on the date the Secretary
notifies the carrier or sponsor that the Sec-
retary intends to initiate a proceeding to im-

pose a civil monetary penalty under this sec-
tion against the defendants, the Secretary
has not made a good faith effort to initiate
such a proceeding against the defendants.

‘‘(4) No action may be brought under this
subsection more than 6 years after the date
of the activity with respect to which the ac-
tion is brought.’’.
SEC. 15304. AMENDMENTS TO EXCLUSIONARY

PROVISIONS IN FRAUD AND ABUSE
PROGRAM.

(a) MANDATORY EXCLUSION OF INDIVIDUAL
CONVICTED OF CRIMINAL OFFENSE RELATED TO
HEALTH CARE FRAUD.—

(1) IN GENERAL.—Section 1128(a) (42 U.S.C.
1320a–7(a)) is amended by adding at the end
the following new paragraph:

‘‘(3) FELONY CONVICTION RELATING TO
FRAUD.—Any individual or entity that has
been convicted under Federal or State law,
in connection with the delivery of a health
care item or service on or after January 1,
1997, or with respect to any act or omission
on or after such date in a program operated
by or financed in whole or in part by any
Federal, State, or local government agency,
of a criminal offense consisting of a felony
relating to fraud, theft, embezzlement,
breach of fiduciary responsibility, or other
financial misconduct.’’.

(2) CONFORMING AMENDMENT.—Section
1128(b)(1) (42 U.S.C. 1320a–7(b)(1)) is amend-
ed—

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

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

(b) ESTABLISHMENT OF MINIMUM PERIOD OF
EXCLUSION FOR CERTAIN INDIVIDUALS AND EN-
TITIES SUBJECT TO PERMISSIVE EXCLUSION
FROM MEDICARE AND STATE HEALTH CARE
PROGRAMS.—

(1) IN GENERAL.—Section 1128(c)(3) (42
U.S.C. 1320a–7(c)(3)) is amended by adding at
the end the following new subparagraphs:

‘‘(D) In the case of an exclusion of an indi-
vidual or entity under paragraphs (1), (2), or
(3) of subsection (b), the period of exclusion
shall be a minimum of 3 years, unless the
Secretary determines that an alternative pe-
riod is appropriate because of aggravating or
mitigating circumstances.

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

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

(2) CONFORMING AMENDMENT.—Section
1128(c)(3)(A) (42 U.S.C. 1320a–7(c)(3)(A)) is
amended by striking ‘‘subsection (b)(12)’’ and
inserting ‘‘paragraph (1), (2), (3), (4), (6)(B), or
(12) of subsection (b)’’.
SEC. 15305. SANCTIONS AGAINST PRACTITIONERS

AND PERSONS FOR FAILURE TO
COMPLY WITH STATUTORY OBLIGA-
TIONS RELATING TO QUALITY OF
CARE.

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

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

(2) CONFORMING AMENDMENT.—Section
1156(b)(2) (42 U.S.C. 1320c-5(b)(2)) is amended
by striking ‘‘shall remain’’ and inserting
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‘‘shall (subject to the minimum period speci-
fied in the second sentence of paragraph (1))
remain’’.

(b) AMOUNT OF CIVIL MONEY PENALTY.—
Section 1156(b)(3) (42 U.S.C. 1320c-5(b)(3)) is
amended by striking ‘‘the actual or esti-
mated cost’’ and inserting the following:
‘‘$10,000 for each instance’’.

(c) REPEAL OF ‘‘UNWILLING OR UNABLE’’
CONDITION FOR IMPOSITION OF SANCTION.—
Section 1156(b)(1) (42 U.S.C. 1320c-5(b)(1)) is
amended—

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

(2) by striking the third sentence.

SEC. 15306. REVISIONS TO CRIMINAL PENALTIES.

(a) TREBLE DAMAGES FOR CRIMINAL SANC-
TIONS.—Section 1128B (42 U.S.C. 1320a–7b) is
amended by adding at the end the following
new subsection:

‘‘(f) In addition to the fines that may be
imposed under subsection (a) or (c) any indi-
vidual found to have violated the provisions
of any of such subsections may be subject to
treble damages.’’.

(b) IDENTIFICATION OF COMMUNITY SERVICE
OPPORTUNITIES.—Section 1128B (42 U.S.C.
1320a–7b), as amended by subsection (a), is
further amended by adding at the end the
following new subsection:

‘‘(g) The Secretary shall—
‘‘(1) in consultation with State and local

health care officials, identify opportunities
for the satisfaction of community service ob-
ligations that a court may impose upon the
conviction of an offense under this section,
and

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

SEC. 15307. DEFINITIONS.

Section 1128 (42 U.S.C. 1320a–7) is amended
by adding at the end the following new sub-
section:

‘‘(j) OTHER DEFINITIONS RELATING TO
HEALTH PLANS.—

‘‘(1) HEALTH PLAN.—The term ‘health plan’
means—

‘‘(A) any contract of health insurance, in-
cluding any hospital or medical service pol-
icy or certificate, hospital or medical service
plan contract, or health maintenance organi-
zation group contract, that is provided by a
carrier in a State; or

‘‘(B) an employee welfare benefit plan or
other arrangement insofar as the plan or ar-
rangement provides health benefits in a
State and is funded in a manner other than
through the purchase of one or more policies
or contracts described in subparagraph (A).

‘‘(2) MANAGED CARE PLAN.—The term ‘man-
aged care plan’ means a health plan that pro-
vides for items and services covered under
the plan primarily through providers in the
provider network of the plan.

‘‘(3) POINT-OF-SERVICE PLAN.—The term
‘point-of-service plan’ means a health plan
other than a managed care plan that permits
an enrollee to receive benefits through a pro-
vider network.

‘‘(4) PROVIDER NETWORK.—The term ‘pro-
vider network’ means, with respect to a
health plan, providers who have entered into
an agreement with the plan under which
such providers are obligated to provide items
and services covered under the plan to indi-
viduals enrolled in the plan.’’.

SEC. 15308. EFFECTIVE DATE.

The amendments made by this part shall
take effect January 1, 1997.

PART 2—INTERPRETIVE RULINGS ON
KICKBACKS AND SELF-REFERRAL

SEC. 15311. ESTABLISHMENT OF PROCESS FOR IS-
SUANCE OF INTERPRETIVE RUL-
INGS.

(a) ESTABLISHMENT.—Not later than 1 year
after the date of the enactment of this Act,
the Secretary of Health and Human Services
(acting through the Inspector General of the
Department of Health and Human Services)
shall establish a process under which individ-
uals and entities may submit a request to
the Secretary for an interpretive ruling re-
garding the provisions of section 1128B(b) of
the Social Security Act or part 3 which re-
late to kickbacks, bribes, and rebates, or the
provisions of section 1877 of the Social Secu-
rity Act.

(b) DEADLINE FOR REJECTION OF REQUEST.—
If the Secretary of Health and Human Serv-
ices rejects a request for an interpretive rul-
ing submitted under this section, the Sec-
retary shall notify the individual submitting
the request of the rejection not later than 60
days after receiving the request.
SEC. 15312. EFFECT OF ISSUANCE OF INTERPRE-

TIVE RULING.
(a) NO LEGAL EFFECT.—If the Secretary of

Health and Human Services issues an inter-
pretive ruling under section 15311, the ruling
shall not be binding upon the Secretary, the
party requesting the ruling, or any other
party.

(b) PUBLICATION OF RULINGS.—The Sec-
retary of Health and Human Services shall
publish each interpretive ruling issued under
section 15311 in the Federal Register.
SEC. 15313. IMPOSITION OF FEES.

(a) IN GENERAL.—The Secretary of Health
and Human Services shall require an individ-
ual or entity requesting an interpretive rul-
ing under section 15311 to submit a fee.

(b) AMOUNT.—The amount of the fee re-
quired under subsection (a) shall be equal to
the costs incurred by the Secretary in re-
sponding to the request.

PART 3—DIRECT SPENDING FOR ANTI-
FRAUD ACTIVITIES UNDER MEDICARE

SEC. 15321. DIRECT SPENDING FOR ANTI-FRAUD
ACTIVITIES UNDER MEDICARE.

Title XVIII (42 U.S.C. 1395 et seq.), as
amended by section 15224(f), is amended by
adding at the end the following new section:
‘‘APPROPRIATIONS FOR COMBATING FRAUD AND

ABUSE

‘‘SEC. 1894. (a) DIRECT SPENDING FOR PAY-
MENT SAFEGUARD ACTIVITIES.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund for each fiscal year
such amounts as are necessary to carry out
the payment safeguard activities described
in paragraph (2), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The payment
safeguard activities described in this para-
graph are as follows:

‘‘(A) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review.

‘‘(B) Audit of cost reports.
‘‘(C) Determinations as to whether pay-

ment should not be, or should not have been,
made under this title by reason of section
1862(b), and recovery of payments that
should not have been made.

‘‘(D) Education of providers of services,
beneficiaries, and other persons with respect
to payment integrity and benefit quality as-
surance issues.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be not less than $430,000,000 and not
more than $440,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be not less than $550,000,000 and not more
than $560,000,000.

‘‘(D) For fiscal year 1999, such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

‘‘(E) For fiscal year 2000, such amount
shall be not less than $670,000,000 and not
more than $680,000,000.

‘‘(F) For fiscal year 2001, such amount
shall be not less than $690,000,000 and not
more than $700,000,000.

‘‘(G) For fiscal year 2002, such amount
shall be not less than $710,000,000 and not
more than $720,000,000.

‘‘(b) DIRECT SPENDING FOR MEDICARE-RE-
LATED ACTIVITIES OF INSPECTOR GENERAL.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Inspector
General of the Department of Health and
Human Services for each fiscal year such
amounts as are necessary to enable the In-
spector General to carry out activities relat-
ing to the medicare program (as described in
paragraph (2)), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The activities
described in this paragraph are as follows:

‘‘(A) Prosecuting medicare-related matters
through criminal, civil, and administrative
proceedings.

‘‘(B) Conducting investigations relating to
the medicare program.

‘‘(C) Performing financial and performance
audits of programs and operations relating
to the medicare program.

‘‘(D) Performing inspections and other
evaluations relating to the medicare pro-
gram.

‘‘(E) Conducting provider and consumer
education activities regarding the require-
ments of this title.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be $130,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be $181,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be $204,000,000.

‘‘(D) For each subsequent fiscal year, the
amount appropriated for the previous fiscal
year, increased by the percentage increase in
aggregate expenditures under this title for
the fiscal year involved over the previous fis-
cal year.

‘‘(c) ALLOCATION OF PAYMENTS AMONG
TRUST FUNDS.—The appropriations made
under subsection (a) and subsection (b) shall
be in an allocation as reasonably reflects the
proportion of such expenditures associated
with part A and part B.’’.

PART 4—PREEMPTION OF STATE COR-
PORATE PRACTICE LAWS UNDER MEDI-
CARE

SEC. 15331. PREEMPTION OF STATE LAWS PRO-
HIBITING CORPORATE PRACTICE OF
MEDICINE FOR PURPOSES OF MEDI-
CARE.

Title XVIII (42 U.S.C. 1395 et seq.) is
amended by adding at the end the following
new section:

‘‘PERMITTING CORPORATIONS TO SERVE AS
PROVIDERS

‘‘SEC. 1893. The Secretary may not refuse
to treat any individual or entity as a pro-
vider of services under this title or refuse to
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make payment under this title to the indi-
vidual or entity on the grounds that the indi-
vidual or entity is prohibited from practic-
ing medicine under a provision of State or
local law which prohibits a corporation from
practicing medicine.’’.

PART 5—MEDICARE ANTI-FRAUD AND
ABUSE COMMISSION

SEC. 15341. ESTABLISHMENT OF MEDICARE ANTI-
FRAUD AND ABUSE COMMISSION

(a) IN GENERAL.—There is established a
commission to be known as the ‘‘Medicare
Anti-Fraud and Abuse Commission’’ (in this
title referred to as the ‘‘Commission’’).

(b) COMPOSITION.—The Commission shall be
composed of 8 members as follows:

(1) OFFICIALS.—
(A) The Secretary of Health and Human

Services (or the Secretary’s designee).
(B) The Inspector General of the Depart-

ment of Health and Human Services (or the
Inspector General’s designee).

(C) The Administrator of the Health Care
Financing Administration (or the Adminis-
trator’s designee).

(2) PUBLIC MEMBERS.—Five members, ap-
pointed by the President, of which—

(A) one shall be a representative of physi-
cians;

(B) one shall be a representative of hos-
pital administrators;

(C) one shall be a representative of medi-
care carriers;

(D) one shall be a representative of medi-
care peer review organizations; and

(E) one shall be a representative of medi-
care beneficiaries.

In making appointments under this para-
graph of an individual who is a representa-
tive of persons or organizations, the Presi-
dent shall consider the recommendations of
national organizations that represent such
persons or organizations. The President shall
report to Congress, within 90 days after the
date of the enactment of this Act, the names
of the members appointed under this para-
graph.

(c) TERMS.—Each member shall be ap-
pointed for the life of the Commission. A va-
cancy in the Commission shall be filled in
the manner in which the original appoint-
ment was made.
SEC. 15342. FUNCTIONS OF COMMISSION.

(a) IN GENERAL.—The Commission shall—
(1) investigate the nature, magnitude, and

cost of health care fraud and abuse in the
medicare program, and

(2) identify and develop the most effective
methods of preventing, detecting, and pros-
ecuting or litigating such fraud and abuse,
with particular emphasis on coordinating
public and private prevention, detection, and
enforcement efforts.

(b) PARTICULARS.—Among other items, the
Commission shall examine at least the fol-
lowing:

(1) Mechanisms to provide greater stand-
ardization of claims administration in order
to accommodate fraud prevention and detec-
tion.

(2) Mechanisms to allow more freedom of
the medicare program to exchange informa-
tion for coordinating case development and
prosecution or litigation efforts, without un-
dermining patient and provider privacy pro-
tections or violating anti-trust laws.

(3) Criteria for physician referrals to facili-
ties in which they (or family members) have
a financial interest.

(4) The availability of resources to the
medicare program to combat fraud and
abuse.

(c) REPORT.—After approval by a majority
vote, a quorum being present, the Commis-
sion shall transmit to Congress a report on
its activities. The report shall be transmit-
ted not later than 18 months after the date

that a majority of the public members of the
Commission have been appointed. The report
shall contain a detailed statement of the
Commission’s findings, together with such
recommendations as the Commission consid-
ers appropriate.
SEC. 15343. ORGANIZATION AND COMPENSATION.

(a) ORGANIZATION.—
(1) QUORUM.—A majority of the members of

the Commission shall constitute a quorum
but a lesser number may hold hearings.

(2) CHAIRMAN.—The Commission shall elect
one of its members to serve as chairman of
the Commission.

(3) MEETINGS.—The Commission shall meet
at the call of the chairman or a majority of
its members. Meetings of the Commission
are open to the public under section 10(a)(10)
of the Federal Advisory Committee Act, ex-
cept that the Commission may conduct
meetings in executive session but only if a
majority of the members of the Commission
(a quorum being present) approve going into
executive session.

(b) COMPENSATION OF MEMBERS.—Members
of the Commission shall serve without com-
pensation, but shall be reimbursed for travel,
subsistence, and other necessary expenses in-
curred in the performance of their duties as
members of the Commission.
SEC. 15344. STAFF OF COMMISSION.

(a) IN GENERAL.—The Commission may ap-
point and fix the compensation of a staff di-
rector and such other additional personnel as
may be necessary to enable the Commission
to carry out its functions, without regard to
the laws, rules, and regulations governing
appointment and compensation and other
conditions of service in the competitive serv-
ice.

(b) DETAIL OF FEDERAL EMPLOYEES.—Upon
request of the chairman, any Federal em-
ployee who is subject to such laws, rules, and
regulations, may be detailed to the Commis-
sion to assist it in carrying out its functions
under this title, and such detail shall be
without interruption or loss of civil service
status or privilege.

(c) EXPERTS AND CONSULTANTS.—The Com-
mission may procure temporary and inter-
mittent services under section 3109(b) of title
5, United States Code, but at rates for indi-
viduals not to exceed the daily equivalent of
120 percent of the maximum annual rate of
basic pay payable for GS–15 of the General
Schedule.
SEC. 15345. AUTHORITY OF COMMISSION.

(a) HEARINGS AND SESSIONS.—The Commis-
sion may, for the purpose of carrying out
this title, hold hearings, sit and act at times
and places, take testimony, and receive evi-
dence as the Commission considers appro-
priate. The Commission may administer
oaths or affirmations to witnesses appearing
before it.

(b) OBTAINING OFFICIAL DATA.—
(1) IN GENERAL.—The Commission may se-

cure directly from any department or agency
of the United States information necessary
to enable it to carry out this title. Upon re-
quest of the chairman of the Commission,
the head of that department or agency shall
furnish that information to the Commission.

(2) ACCESS TO INFORMATION.—Information
obtained by the Commission is available to
the public in the same manner in which in-
formation may be made available under sec-
tions 552 and 552a of title 5, United States
Code.

(c) GIFTS, BEQUESTS, AND DEVISES.—The
Commission may accept, use, and dispose of
gifts, bequests, or devises of services or prop-
erty for the purpose of aiding or facilitating
the work of the Commission.

(d) MAILS.—The Commission may use the
United States mails in the same manner and
under the same conditions as other depart-
ments and agencies of the United States.

(e) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide
to the Commission, on a reimbursable basis,
the administrative support services nec-
essary for the Commission to carry out its
responsibilities under this title.

(f) SUBPOENA POWER.—
(1) IN GENERAL.—The Commission may

issue subpoenas requiring the attendance
and testimony of witnesses and the produc-
tion of any evidence relating to any matter
which the Commission is authorized to in-
vestigate under this title. The attendance of
witnesses and the production of evidence
may be required from any place within the
United States at any designated place of
hearing within the United States.

(2) FAILURE TO OBEY A SUBPOENA.—If a per-
son refuses to obey a subpoena issued under
paragraph (1), the Commission may apply to
a United States district court for an order
requiring that person to appear before the
Commission to give testimony, produce evi-
dence, or both, relating to the matter under
investigation. The application may be made
within the judicial district where the hear-
ing is conducted or where that person is
found, resides, or transacts business. Any
failure to obey the order of the court may be
punished by the court as civil contempt.

(3) SERVICE OF SUBPOENAS.—The subpoenas
of the Commission shall be served in the
manner provided for subpoenas issued by a
United States district court under the Fed-
eral Rules of Civil Procedure for the United
States district courts.

(4) SERVICE OF PROCESS.—All process of any
court to which application is to be made
under paragraph (2) may be served in the ju-
dicial district in which the person required
to be served resides or may be found.
SEC. 15346. TERMINATION.

The Commission shall terminate 90 days
after the date the report is submitted under
section 15342(c).
SEC. 15347. AUTHORIZATION OF APPROPRIA-

TIONS.

There are authorized to be appropriated to
the Commission such sums as are necessary
to carry out its functions, to remain avail-
able until expended.

The CHAIRMAN. The Chair would
point out that one opponent is all that
the rule allows. The gentleman from
Texas [Mr. ARCHER] will be recognized
in opposition.

Mr. ARCHER. Mr. Chairman, I ask
unanimous consent to yield half of my
time to the gentleman from Virginia
[Mr. BLILEY] so that he may control
that time.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Texas?

There was no objection.
Mr. GIBBONS. Mr. Chairman, I would

ask unanimous consent that I may al-
locate half of my time to the gen-
tleman from Michigan [Mr. DINGELL] so
that he may control that time.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Florida?

There was no objection.
The CHAIRMAN. The gentleman

from Florida [Mr. GIBBONS] is recog-
nized for 15 minutes.

Mr. GIBBONS. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, we have completed an
historic debate, 3 hours on probably
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the biggest bill that has been consid-
ered by this body in my 33 years. Yes-
terday, we spent not 3 hours, but 4
hours on shrimp. So much for prior-
ities. So much for Speaker GINGRICH’s
belief about what is important in
America.

Mr. Chairman, we have a substitute.
Now I am going to let everybody in on
a secret. It is not going to be adopted.
The Republicans knew that when they
made it in order. They have all re-
ceived their marching orders. If they
vote for this, they get fired. But de-
spite all of that, this substitute does
the work.

Mr. Chairman, I yield 5 minutes to
the gentleman from Maryland [Mr.
CARDIN].

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

Mr. CARDIN. Mr. Chairman, first and
foremost the substitute that is before
us will deal with the solvency of the
Medicare trust fund. It provides for $90
billion of savings to go into the Medi-
care trust fund providing for solvency
to the year 2006. We have followed the
suggestions of the trustees.

It is equivalent to the Republican bill
in solvency. The Republican bill origi-
nally was advertised that it was going
to go to the year 2014. They have later
changed it to 2010. If we take away the
magic wand of taking general funds
into the trust fund, it is 2006.

Mr. Chairman, our bill is equivalent
to the Republican bill on solvency for
10 years. Why do we have in the Repub-
lican bill three times more cuts in
Medicare? It is not needed for the sol-
vency. They do not use it for the sol-
vency. It is used for a tax cut, paid for
by the Medicare beneficiaries.

Mr. Chairman, they can use all the
language they want about lock-boxes
and that we have in the tax bill sepa-
rate ways to pay for the tax bill, but I
ask my colleagues to answer a simple
question: If we do not pass this Medi-
care bill, the tax bill cannot go into ef-
fect, can it? Because we must have the
savings from this bill in order to fi-
nance the tax cut.

Pure and simple, our seniors are
being asked to pay for the tax cut. The
substitute envisions no such thing. As
a consequence of these draconian cuts,
seniors are forced into plans that take
away their choice. They have to pay
more, $1,000 a year, just to maintain
the same benefits. We have gone
through that. If seniors have to pay
more for the same benefits, it is a cut.

The Democratic substitute does not
do that. The Democratic substitute
provides for $90 billion of savings to go
into the Medicare trust fund without
jeopardizing our seniors’ ability to
have affordable health care.

There is no increase, no increase in
the premium costs to our beneficiaries.
Unlike the Republican bill that
changes current law and allows the
Medicare Part B premium to go up to
$87 a month, the substitute that we are
submitting, the premiums would be $30
a month less, $360 a year less.

For seniors who have limited income,
who already have the highest out-of-
pocket costs of any group of Ameri-
cans, that is a large increase. Our sub-
stitute does not do that.

Mr. Chairman, let me talk for a mo-
ment to my friends who are part of the
coalition budget. This substitute is
better on deficit reduction, because we
do not believe in the tax cut. If you add
the revenue lost to the Treasury by the
tax cut of $245 billion to the $90 billion
of savings that we have in this bill, we
get $335 billion in deficit reduction
compared to $270 on the Republican
side.

We are $65 billion better off, better
off on deficit reduction, as a result of
the substitute that is before you. I
would encourage my coalition Mem-
bers to take a look at that particular
point.

We also provide for reform in our
substitute. We move forward rather
than backward on fraud and abuse. We
strengthen, not weaken, fraud and
abuse. We do not weaken the standards
for civil penalties that is in the Repub-
lican bill. We provide additional pro-
tection, so that we can go after fraud
and abuse.

Do not take the Democrats’ word on
it. Do not take the Republicans’ word
on it. The inspector general has said,
an independent person, that the Repub-
lican bill threatens the ability to go
after fraud and abuse. We move for-
ward, not backward, in providing addi-
tional benefits to our seniors.

We provide for colorectal screening
and annual mammography testing.
Why? Because medical technology tells
us that these tests are needed today. If
we do not provide these tests, we are
moving backward in providing seniors
the care that they need. Our bill moves
forward, not backward. Seniors already
have too high out-of-pocket costs.
They need these types of screenings.

Mr. Chairman, I say to Members that
we have a choice before us. We do not
have to vote for the extreme, mean-
spirited Republican approach that
would slash Medicare in order to pay
for tax cuts. We have a substitute be-
fore us that provides for the solvency
of the Medicare trust fund, provides for
reform in the Medicare system, pro-
tects our seniors, protects the system,
and deals with solvency.

Mr. Chairman, I urge Members to
support the Democrat substitute.
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Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Califor-
nia [Mr. HERGER], a respected member
of the committee.

Mr. HERGER. Mr. Chairman, in
April, the Medicare trustees stated
that if nothing was done, Medicare
would begin going broke next year, and
become functionally bankrupt by the
year 2002. Mr. Chairman, the Repub-
lican reforms proposed in the Medicare
preservation act will preserve, will pro-
tect and will strengthen Medicare for
future generations.

Mr. Chairman, there are clear and
distinct differences between the Repub-
lican plan that guarantees Medicare’s
survival and the Democratic sub-
stitute. While the Republican plan
saves Medicare for the next genera-
tion—the Democrat bill only saves
Medicare through the next election.

While the Republican bill fixes Medi-
care for the long-term without increas-
ing co-payments or deductibles, the
Democrat substitute is nothing more
than a band-aid, producing, at best, a
short-term solution to this gaping
problem. In fact, by the time the baby
boomers retire, the Democrat alter-
native will have left Medicare with a
projected deficit of over $300 billion.

Conversely, the Republican plan is
specific and realistic and gives seniors
the right to choose the Medicare plan
that best suits their individual health
care needs. Seniors will have the right
to choose a HMO or a medisave account
or they have the right to stay where
they currently are, with their current
doctor or hospital.

The Democrat plan, on the other
hand, doesn’t give seniors the right to
choose—trapping them in the same one
size fits all program.

Mr. Chairman, our choice is clear, we
can either stay with our present bro-
ken-down 1965 model Medicare system
or we can move ahead to a much im-
proved 1995 model. I urge my colleagues
to oppose this substitute and support
the Republican Medicare preservation
act.

Mr. DINGELL. Mr. Chairman, I yield
myself 3 minutes.

Mr. Chairman, my Republican col-
leagues have made it plain they have a
low regard for the intellect of the
American senior citizens. They accuse
us of frightening the senior citizens
and also the hospitals. The hard fact is
that the hospitals and the senior citi-
zens have had the daylights scared out
of them by this Republican plan.

Because the people, contrary to what
might be thought, understand what is
going on. My Republican colleagues ex-
pect seniors to accept an absurd dec-
laration that, unless we destroy the
Medicare plan now, it will destroy it-
self. What is really very simple here is
this: If you drop the tax cut for the
rich, none of these Medicare cuts are
necessary.

Do Democrats want to protect Medi-
care? Of course. Remember, we created
it over united Republican opposition.
When I was sitting in the chair 30 years
ago and we passed that legislation, 93
percent of my Republican colleagues
voted against Medicare.

Do we wish to protect trust fund
soundness? Of course. Now, there is a
difference. My Republican colleagues
accomplish that goal by raising senior
citizens’ taxes through higher pre-
miums, reducing Social Security
checks from which premiums are de-
ducted, kicking the seniors out of their
own doctor’s office, denying them
choice, shoving them into HMos which
senior citizens do not want, closing



CONGRESSIONAL RECORD — HOUSE H 10453October 19, 1995
local hospital emergency rooms, re-
pealing nursing home standards that
protect patients in nursing homes, al-
lowing doctors to perform office tests
in the office sink, and taking away the
right of citizens to recover from mal-
practice.

They do this also by eliminating
statutory protections against fraud
and abuse. The Secretary of HHS, the
Department of Justice and the Inspec-
tor General all warned that this is a di-
rect consequence of the language in
this bill.It is not necessary, as the Re-
publicans do, to cut the budget of the
Inspector General of HHS, who deals
with waste, fraud and abuse. We Demo-
crats think there is a better way. The
gentleman from Florida, [Mr. GIBBONS],
the gentleman from Washington [Mr.
MCDERMOTT], and I offer this sub-
stitute to show the way.

It ensures the solvency of the Medi-
care part A trust fund for exactly the
same length of time that the Repub-
lican claim for their bill, the year 2006.
It saves the amount that the trustees
tell us needs to be saved, $90 billion. It
should not and it will not cost the sen-
iors more.

How do we do it? Simple. We are not
proposing a tax cut for the rich. If we
take the tax cut off the table, it is not
that difficult. The substitute is good. I
urge that we follow this course, that
we accept the leadership of the Demo-
cratic proposal on the solvency issue. I
am happy to offer it with my col-
leagues, the gentleman from Washing-
ton [Mr. MCDERMOTT and the gen-
tleman from Florida [Mr. GIBBONS] and
I urge support of the amendment.

Mr. Chairman, the Republicans have made
clear in this debate that they have a very low
regard for the intellect of America’s senior citi-
zens. They expect seniors to accept without
question their absurd declaration that unless
we destroy the Medicare program now, it will
destroy itself.

I say to my Republican colleagues, it’s this
simple: Drop your tax cut for the rich, and
none of these Medicare cuts will be nec-
essary.

Do we want to protect Medicare? Of course
we do.

Do we want to ensure that the trust fund is
sound, today, tomorrow, and for years to
come. Of course we do.

The Republicans think that to accomplish
that goal, they should raise seniors’ taxes, re-
duce their Social Security checks, kick them
out of their own doctors’ offices, shove them
into HMO’s they don’t want, close their local
hospitals, repeal the nursing home standards
that protect them, allow doctors to perform of-
fice tests in the kitchen sink, and then take
away their right to recover when their doctor
commits malpractice.

We think there is a better way.
Mr. GIBBONS, Mr. MCDERMOTT, and I are of-

fering this substitute today to show the Amer-
ican people that there is a better way. it en-
sures the solvency of the Medicare part A
trust fund. It does so for exactly the same
length of time the Republicans claim for their
bill, the year 2006. And it does so by saving
the amount of money that the Medicare Trust-
ees tell us needs to be saved: $90 billion. And
it won’t cost seniors more.

Specifically, this proposal includes: Only
modest reductions in hospital payments—
about half of what the Republican bill cuts—
but protection for rural and urban hospitals
that serve the uninsured; tough provisions to
enhance prevention, detection, and prosecu-
tion of fraud and abuse; the nursing home
quality standards in current law, which the Re-
publicans would repeal.

Also, fair reductions in physician payments
so that the AMA’s members share the burden,
rather than make out like bandits in a back-
room holdup; reduced copayments for seniors;
less than half the Republican cuts in home
health care; and new preventive services, in-
cluding more frequent mammography,
colorectal screening, pap smears, and diabe-
tes services.

How, you may ask, do we pay for this? The
answer is simple: We aren’t the ones propos-
ing a $245 billion tax cut targeted to the rich.
If you take the tax cut off the table, I say to
my Republican colleagues, it’s really not that
difficult.

Mr. Chairman, this substitute is a good one.
It is the right approach to the Medicare trust
fund solvency issue. I am pleased to offer it
with Mr. GIBBONS and Mr. MCDERMOTT. I urge
support for the amendment.

Mr. Chairman, before I conclude, I want to
express my thanks, and the thanks of all the
Democratic members of the Commerce Com-
mittee, to the Democratic staff of the commit-
tee—Bridget Taylor, Kay Holcombe, Reid
Stuntz, Chris Knauer, David Tittsworth, Nick
Karamanos, Carla Hultberg, Elaine Sheets,
Candy Butler, and Sharon Davis. I add our
thanks to Karen Nelson from the Staff of Sub-
committee ranking member HENRY WAXMAN,
and to the staffs of all the Democratic mem-
bers of the committee.

I also want to commend the excellent staff
of the Ways and Means Committee Demo-
crats, with whom we worked closely and coop-
eratively on this bill and this substitute. And of
course, I want to thank the legislative coun-
sels, Ed Grossman and Noah Wofsy, for their
invaluable help.

Mr. BLILEY. Mr. Chairman, I yield
myself 3 minutes.

Before we go too much further, I do
want to recognize the long days and
nights put in by the staff of both the
Committee on Commerce and the Com-
mittee on Ways and Means. I would
like to make note of my troops, Mary
McGrane, Howard Cohen, Melody
Harned, Bud Albright, Jon Cohrssen,
David Lusk, Mike Collins, Eric Bergren
and Margaret Daze. We could not have
made it this far without them.

Mr. Chairman, my colleagues, includ-
ing the ranking Member from Michi-
gan, talk about being tough on fraud,
waste and abuse. Well, I would say to
the Inspector General or to the Justice
Department, to HHS, read our bill. Let
us compare. Our bill allows $250,000 in
criminal fines for individuals and
$500,000 for corporations. It outlaws
fraud and provides for fines and prison
terms up to life. Their bill sets crimi-
nal fines at $50,000 maximum. Our bill,
false statements makes it a felony, 5-
year prison term, up to $500,000 fine.
Their bill, false statements, sets fines
at $50,000.

Our bill, theft, embezzlement makes
it a felony, 10-year prison term, $500,000
fine. Their bill, no mention.

Our bill, bribery, graft, 15-year prison
term, $500,000 fine. Their bill, no men-
tion.

Obstruction of criminal investigation
of health care crime, 5-year prison
term, $500,000 fine. Their bill, no men-
tion.

Democrats talk about our bill going
light on fraud, and it is just plain
wrong. Our bill is tough, much tougher
than theirs. Once again, the Repub-
licans deal with facts. The Democrats’
talk does not withstand scrutiny.

Mr. GIBBONS. Mr. Chairman, I yield
1 minute to the gentlewoman from
Texas [Ms. JACKSON-LEE].

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

Ms. JACKSON-LEE. Mr. Chairman, I
thank the gentleman from Florida for
yielding time to me, and I thank the
gentleman from Michigan [Mr. DIN-
GELL].

I am gratified that we have come
today to be realistic about Medicare. If
I can briefly talk about the facts, this
captures the Republican plan on Medi-
care, the locking up of innocent seniors
who simply came to protest and oppose
$270 billion in cuts. They opposed the
$24 million that Houston-Harris County
hospitals will lose over a 7-year period.
They oppose the increase in premiums.

Maybe I need to tell Members a little
story about Ms. McDougall and a third
grade class. In the class was a group
with sweat shirts with R, and in the
class was a group with sweat shirts
with D. A little round-faced boy looked
at the board, and Mrs. McDougall had
$270 billion in cuts, increased pre-
miums, losing physicians and some of
our most needed hospitals. She asked
the little boy, what does that mean to
you? He applauded and said, tax cuts
for the wealthy. Then she turned and
asked the little round-faced girl with
bright eyes. And she said, it is a loss
for all America, but, she said, you
know what, Mrs. McDougall, we are
going to fix it.

That is what the Democrats are
going to do. We are going to fix it. Vote
for the substitute and vote down a dis-
astrous plan for seniors.

Mr. ARCHER. Mr. Chairman, I yield 2
minutes to the gentleman from Penn-
sylvania [Mr. ENGLISH], a valued mem-
ber of the Committee on Ways and
Means.

Mr. ENGLISH of Pennsylvania. Mr.
Chairman, Mark Twain once said ‘‘One
of the most striking differences be-
tween a cat and a lie is that a cat only
has nine lives.’’ You have heard and
will continue to hear that Republicans
are cutting Medicare to pay for tax
cuts. Members of this body who oppose
saving Medicare have fabricated the
Medicare tax-cut connection because it
is useful politically.

Here are the facts: The tax bill ap-
proved by the House in April was fi-
nanced on a pay-as-you-go basis. The
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tax provisions were paid for before the
debate on Medicare reform even began.
The savings came from welfare reform,
lowering discretionary spending, and
interest savings. We cut spending as we
cut taxes and everyone here knows it.

Even so, you will hear that Repub-
licans are cutting Medicare to pay for
tax cuts.

Even after the Ways and Means Com-
mittee adopted my amendment to es-
tablish a Medicare lock-box—a Medi-
care Preservation trust fund—to lock
in savings from the bill into the Medi-
care Program. The bill now contains
my language making it illegal to use
Medicare savings for tax cuts. Under
the English-Whitefield local-box, the
savings in Medicare will be used only
to save Medicare. Most of the Members
on the other side voted for the similar
lock-box Mr. CRAPO offered this spring.
They liked it back then. Even so, you
will hear them claim that Republicans
are cutting Medicare to pay for tax
cuts.

Writing in the Washington Post on
October 11, Robert Samuelson noted,
‘‘To listen to the Democrats, you’d
think that every spending cut is needed
to provide ‘a tax break for the rich.’
Medicare is being cut to help the
wealthy; so is Medicaid, the school
lunch program and welfare. The litany
is endless. Maybe this makes good
rhetoric, but it flunks first-grade arith-
metic.’’

Mr. Chairman, only one plan saves
Medicare, and keeps the savings from
reform in Medicare. Reject this empty,
placebo Band-Aid substitute, which
doesn’t even contain our lock-box pro-
tections.

Mr. BLILEY. Mr. Chairman, I yield 2
minutes to the gentleman from Louisi-
ana [Mr. TAUZIN].

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

Mr. TAUZIN. Mr. Chairman, I first
want to give you some good news. I
just talked to mom again in her hos-
pital room. She is up on her feet and
doing much better. She apparently ex-
erted herself too much to the senior
Olympics last week where she won
three medals in the Baton Rouge State
competition. The third medal was
bronze for javelin throwing. So do not
mess with mom. She is doing fine.

Let me first of all make it clear that
what we are debating now finally is
their comparison of two alternative
plans, which I would hope we would
have debated all day instead of motives
and intentions and everything else. We
are finally looking at the two alter-
native plans. And the plan we are ex-
amining now is a plan that simply
says, we are going to try to save about
$90 billion of waste, fraud, abuse, ineffi-
ciencies in the Medicare program in
order that it not be bankrupt as op-
posed to the plan offered that saves as
much as $270 billion out of waste,
fraud, abuse, and inefficiencies in the
program. Why one not the other?

Well, if we only want to Band-Aid the
Medicare Program through the next

election cycle, we have an alternative
now we can vote for. If we want to fix
it permanently, structurally, not for
just the election but for the generation
to follow, if we want to make sure that
working Americans are not, after this
election, taxed by payroll deduction in-
creases that could double the payroll
tax deduction, if we want to avoid that,
then we have offered a plan that pro-
duces savings for the program and sol-
vency for the next generation. That is
the choice.

Even the blue dog Democrats have of-
fered a third alternative which unfor-
tunately is not on the floor. They rec-
ommended $170 billion in savings.
President Clinton recommended $192
billion in savings. At least we are get-
ting down to it here.

What is the right number in order to
fix the program temporarily or perma-
nently?

We propose a permanent fix. We pro-
pose fixing the program so it does not
go bankrupt, not just for the election
but for the next generation.

Mr. DINGELL. Mr. Chairman, I yield
2 minutes to the distinguished gen-
tleman from Michigan [Mr. STUPAK].

Mr. STUPAK. Mr. Chairman, just a
speaker or two ago said that he had a
plan that will cut down on fraud,
waste, and abuse and then read a list of
fines and costs and fines and costs and
fines and costs that he prevails upon
people.

The problem is, he never gets to the
fines and costs because he has raised
the legal standard that must be met in
order to bring any kind of a case
against someone who is ripping off the
system. Having been a police officer for
13 years, you try to conduct an inves-
tigation, you keep putting a hurdle up
higher and higher for law enforcement
here to do their job.
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But my colleagues’ answer to fraud

and abuse is, ‘‘After you catch them
we’ll put more fines and costs.’’

In the Democratic plans that have
been presented, Mr. Chairman, we have
asked our colleagues to look at things
that do not raise the standard, but will
make it easier to give law enforcement
the tools they need to crack down on
fraud, waste, and abuse; things such as
putting civil penalties in the
antikickback statute, giving subpoena
power, something very simple. We do
not have it under Medicare. Give us
grand jury investigations; that was de-
nied. Give us competitive bidding for
durable medical equipment so we are
not paying $28 for foam rubber mat-
tresses that we can buy downtown for
$19.95 or for the oxygen that will cost
$280 under Medicare that only costs
$123 for the VA. Let us competitively
bid to cut down on the waste, and our
colleagues said no. There is no provi-
sion against bundling. For every time
there is a medical piece, they add an-
other price to it and put it all together
bundled up in one big package so they
can charge more. That was what we
saw happening in Medicare.

The way my colleagues can save this
program is by cracking down on the
fraud, waste, and abuse, but their an-
swer is raise the standards for inves-
tigation, make it more difficult, make
it harder on the seniors by putting all
that money into fraud, waste, and
abuse, and we have nothing to show for
it.

Mr. BLILEY. Mr. Chairman, I yield
11⁄2 minutes to the gentleman from
Kentucky [Mr. WHITFIELD].

Mr. WHITFIELD. Mr. Chairman, as
my colleagues know, the October 16
issue of the Wall Street Journal re-
ported that New Yorker Henry
Sheinkoph would be a key strategist
for President Clinton and the Demo-
crats in the 1996 election. In this arti-
cle Mr. Sheinkoph boasts, ‘‘I subscribe
to terror. Terror works because it
makes people hate.’’ Scare tactics are
also being used by the national Demo-
cratic Party to obstruct our efforts to
save and strengthen the Medicare sys-
tem.

The Democratic Party will not tell
us that their part A tax has increased
23 times since the inception of this pro-
gram. The part B premium has doubled
in the last 8 years.

Four months ago this Congress
passed a long-awaited and needed tax
reduction for the American people.
While it was not a tax reduction for the
wealthy, it did provide a tax reduction
for working men and women with chil-
dren. While we do not apologize for
that tax reduction, we will not allow
savings in the Medicare plan over the
next 7 years to be used to pay for our
tax reductions.

This bill, the Republican bill, in-
cludes a lockbox provision which will
establish a trust fund. All moneys
saved under the plan will be appro-
priated to the trust fund. Money in the
fund can only be used to provide care
for the elderly, and cannot be used for
any other purpose.

The Republican Medicare plan pro-
vides comprehensive change for a long-
term solution. The Democratic plan is
a Band-Aid approach that cannot and
will not provide a long term solution.

Mr. ARCHER. Mr. Chairman, I yield 3
minutes to the gentleman from Con-
necticut [Mr. SHAYS], a member of the
Committee on the Budget who has
made a giant contribution over the
years toward Medicare reform.

Mr. SHAYS. Mr. Chairman, I was
asking some of my colleagues how are
we doing. They said we are doing well,
but it is tough when people are just
throwing charges that are not true, and
it is tough when the charges are not
true, and they are not true. But it is
easy when we have a bill like this to
defend. Republicans, be proud of what
has been done. Be proud of the fact
that there are no increases in
copayments. Be proud of the fact that
there are no increases in deductibles.
Be proud of the fact that you have not
increased premiums. They will stay at
311⁄2 percent. In fact, be proud of the
fact that in one case we did increase
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premiums for the most wealthy. The
most wealthy are going to have to pay
more for Medicare part B. If someone is
single and making $100,000, they will
have to pay more for Medicare part B.
If someone is married and makes over
$150,000, they will have to pay more for
Medicare part B. We are telling the
most affluent that they have a rule to
play in this.

Mr. Chairman, their bill lets the
wealthy get all the benefits the poor
get. Give me a break.

When I look at this bill, I know we
have three major goals. We are going
to get our financial house in order. We
are going to do that and balance our
budget. We are going to save our trust
funds. We are going to protect them,
and we are going to preserve them, and
we are going to strengthen them, and
we are also going to change this social,
and corporate, and farming welfare
state into an opportunity society. but
we are going to save our Medicare trust
fund, and how are we going to save it?
In part because of a strong criminal
fraud that we have in our bill.

When my colleagues voted against
the rule, they voted against making
crime in health care a Federal offense
because in our rule we make health
care fraud a Federal offense. We make
it a Federal offense not just in Govern-
ment programs, but in private pro-
grams as well. Theft and embezzle-
ment, a federal offense. False state-
ments, a federal offense. Bribe and
graft, a Federal offense. Illegal enu-
merations, Federal offense. Obstruc-
tion of justice, a Federal offense. My
colleagues voted against it when they
voted against the rule. In our bill, con-
trary to what the previous speaker
said, we have injunctive relief, we have
subpoena power, we have grand jury
disclosure. It is in our bill. Read it. My
colleagues and continually distorting
the facts, and, when the American peo-
ple know what we have done, they are
going to like it, and when I speak to
the American people and my constitu-
ents, they say why would I object to a
plan that does not increase
copayments, does not increase deduct-
ible, does not increase my premium, al-
lows me to have private care? My col-
leagues are into the old system. They
are not giving their constituents
choice. We are going what the gen-
tleman from Missouri [Mr. GEPHARDT]
did in 1980. He said we should allow
people in Medicare to get into a pri-
vate-sector plan. The problem is he is
20 years later not in step.

Mr. DINGELL. Mr. Chairman, I yield
myself 15 seconds to point out that my
good friend’s district would be cut $251
million between now and the year 2002
to give to the wealthy a large and
unrequested tax cut.

Mr. Chairman, I yield 1 minute to the
gentlewoman from North Carolina
[Mrs. CLAYTON].

ANNOUNCEMENT BY THE CHAIRMAN

The CHAIRMAN. The Chair will take
this opportunity to remind the gentle-

woman that wearing of badges is
against the House rules.

Mrs. CLAYTON. Mr. Chairman, I will
observe that.

PARLIAMENTARY INQUIRIES

Mr. THOMAS. Mr. Chairman, I have
a parliamentary inquiry.

The CHAIRMAN. The gentleman will
state his parliamentary inquiry.

Mr. THOMAS. Mr. Chairman, are the
wearing of buttons, or sloganeering, or
communicative badges against the
rules of the House?

The CHAIRMAN. The Chair has stat-
ed that on several occasions today.

Mr. THOMAS. Mr. Chairman, if
someone is wearing that when address-
ing the House, they are violating the
rules of the House?

The CHAIRMAN. The are indeed.
Mr. THOMAS. Mr. Chairman, if they

have been informed of that, they are,
therefore, willfully violating the rules
of the House?

The CHAIRMAN. The Chair just re-
minds all Members that the rules are
here to maintain a level of comity in
the House and it would be proper for all
Members to observe the rules.

Mrs. CLAYTON. Mr. Chairman, let
me make a statement.

Did I not say I would be glad to ob-
serve that? Did the Chair not hear me?
Did anyone else hear me? I said I will
be glad to observe that rule, so it is not
willful.

Mr. WILLIAMS. Mr. Chairman, I
have a parliamentary inquiry.

The CHAIRMAN. The gentleman will
state his parliamentary inquiry.

Mr. WILLIAMS. Mr. Chairman,
would wearing a paper bag over one’s
head violate the same rule of the
House?

The CHAIRMAN. The gentleman
knows the answer to that. Let us move
on.

Mr. WILLIAMS. No, the gentleman
would not ask the question if he knew
the answer.

The CHAIRMAN. The Chair’s guess is
that the gentleman does know.

Mr. WILLIAMS. Mr. Chairman, I am
not asking for a guess. I am asking for
a parliamentary ruling. Would wearing
a paper bag over one’s head, as has
been done by some of our Republican
colleagues in previous Congresses, vio-
late the same rule of the House?

The CHAIRMAN. The Chair would re-
spond by saying that the Chair was not
here at the time, but the Chair’s under-
standing was that that was ruled a
breach of decorum at the time, and the
Chair promises the gentleman that, if
he sees anyone with a bag over their
head today, he will ask them to remove
it.

The Chair recognizes the gentle-
woman from North Carolina [Mrs.
CLAYTON].

Mrs. CLAYTON. Mr. Chairman, I
have really risen to speak in behalf of
the amendment, and I do want to say
that the Democrats have provided, I
think, a reasonable alternative, a rea-
sonable plan, that addresses saving
health care. It also reads for senior

citizens. Medicare needs to be re-
formed. Why? Because the trustees said
it needed to be reformed to make sure
there was financial stability.

But also, since my colleague raised
the concern of the badge I was wearing,
let me tell him why I had worn that
badge inadvertently into the House and
really in error. It was not meant to af-
front the House. But I do want to say
it so my colleague understands:
‘‘Shame on you. No to the Republican
plan.’’

Mr. Chairman, I may not be able to
wear that, but I can say it over and
over again:

Shame on you, balancing the budget on the
most vulnerable people in society. No to any
plan that is so atrocious it does not indicate
what it would do to poor people, senior citi-
zens, rural communities, and inner cities,
and no rule removes that moral obligation
for the shame on your conscience.

The CHAIRMAN. The Committee will
rise informally in order that the House
may receive a message.

f

MESSAGE FROM THE PRESIDENT

The SPEAKER pro tempore (Mr.
STEARNS) assumed the Chair.

The SPEAKER pro tempore. The
Chair will receive a message.

f

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States was commu-
nicated to the House by Mr. Edwin
Thomas, one of his secretaries.

The SPEAKER pro tempore The com-
mittee will resume its sitting.

f

MEDICARE PRESERVATION ACT OF
1995

The Committee resumed its sitting.
Mr. BLILEY. Mr. Chairman, I yield

11⁄2 minutes to the gentleman from
Florida [Mr. STEARNS], a member of
the committee.

Mr. STEARNS. Mr. Chairman, to the
gentleman from Florida [Mr. GIBBONS],
my good friend, to the gentleman from
Michigan [Mr. DINGELL], to the minor-
ity leader, the gentleman from Mis-
souri [Mr. GEPHARDT], let me first of
all say, Your argument about tax cuts
for the rich is clearly false, but let’s
really look at this argument in two
ways.

First of all, Mr. Chairman, all the tax
cuts were paid for before we even start-
ed talking about Medicare. Confirmed
by CBO, these tax cuts were paid for as
follows: welfare reform is $90 billion in
savings; FCC spectrum auction is $15
billion; Uranium Enrichment Corpora-
tion is $2 million; and appropriation re-
ductions are $38 billion in savings. My
friends in the House and to all Ameri-
cans, you should realize that they were
paid for—$245 billion—was saved even
before we even started talking about
saving Medicare.

So the point is that there is nothing
about this tax cut that is coming from
Medicare savings or going for the rich.
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