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ernment. Savings of $122 million are expected in 1981 from recovery
of outstanding disputed claims. Sections 24-29 would allow states
more flexibility with which to operate their programs, including pro-
visions such as cost sharing for services, limitation on freedom of
choice, and competitive biding. States might be able to utilize these
provisions to meet the cap and the reduced minimum match. However,
1t is not possible to estimate what effect these provisions might have
beyond the cap and minimum match on an individual state basis.

stimate comparison : The Administration has estimated an outlay
savings of $1,069 million in 1982 from these proposals. The Adminis-
tration’s estimate is based upon state estimates calculated prior to Jan-
uary 1981, while CBO has ntilized the February state estimates.
CBO’s savings estimatés from this provision are lower than those of
the Administration mostly because CBO’s estimates of total current
law Medicaid outlays are lower than those of the Administration.

V. CHANGES IN EXISTING LAW

In compliance with paragraph 12 of rule XXVI of the Standing
Rules of the Senate, the changes in existing law made by the bill as
reported are shown below (existing law proposed to be omitted is en-
closed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

SOCIAL SECURITY ACT, AS AMENDED

TITLE I--GRANTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED

Appropriation

Section 1. For the purpose (2) of enabling each State, as far as
practicable under the conditions in such State, to furnish financial
asgistance to aged needy individuals, and (b) of enabling each State,
as far as practicable under the conditions in such State, to furnish
medical assistance on behalf of aged individuals who are not recipients
of old assistance but whose income and resources are insufficient
to meet the costs of necessary medical services, Ennd (c) of encourag-
ing each State, as far as practicable under the conditions in such
State, to furnish rehabilitation and other services to help individuals
referred to in clause (2) or (b) to attain or retain capability for self-
care,] there is hereby authorized to be appropriated for each fiscal
year a sum sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making payments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Weifare (hereinafter referred to as the
“Secretary”), State plans for old-age assistance, or for medical assist-
ance for the aged, or for old-age assistance and medical assistance for
the aged.

%

* * O * L L
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(8) for payment to Guam shall not exceed $90,000.
L(c) The total amount certified by the Secretary under title XIX
with respect to any fiscal year—
(1) for payment to Puerto Rico shall not exceed $30,000,000,
(2)dfor payment to the Virgin Islands shall not exceed $1,000,-
000, an
[(3) for payment to Guam shall not exceed $900,000.]

* * * *® L L ] L
Demonstration Projects

Sec. 1115. (a) In the case of any experimental, pilot, or demonstra-
tion project which, in the judgment of the Secretary. is likely to assist
in promoting the objectives of title I, VI, X, XIV, X VT, or iI_X f,or
XX7J. or part A of title IV, in a State or States—

(1) the Secretary may waive compliance with any of the re-
quirements of section 2, 402, 602, 1002, 1402, 1602, [1902, 2002,
2003, or 2004] or 1902, as the case may be, to the extent and for
the period he finds necessary to enable such State or States to
carry out such project, and

(2) costs of such project which would not otherwise be in-
cluded as expenditures under section 3, 402, 603, 1003, 1403, 1603,
[1903, 2002] or 1903, as the case may be, and which are not in-
cluded as part of the costs of projects under section 1110, shall, to
the extent and for the period prescribed by the Secretary, be re-
garded as expenditures under the State plan or plans approved
under such title, or for administration of such State plan or
plans, [or expenditures with respect to which payment shall be
made under section 2002,J as may be appropriate.

s » e ° 2 ° .

Administrative and Judicial Review of Certain Administrative
Determinations

Sec. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
retary by a State for approval under title 1, VI, X, XIV. XVI, [XIX,
or XX or XX, or part A of title IV, he shall not later than 90 days
after the date the plan is submitted to him, make a determination as
to whether it conforms to the requirements for approval under such
title. The 90-day period provided herein may be extended by written
agreement of the Secretary and the affected State.

&2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 da
after it has been notified of such determination, file a petition with the
Secretary for reconsideration of the issue of whether such plan con-
forms to the requirements for approval under such title. Within 30
days after receipt of such a petition, the Secretary shall notify the
State of the time and place at which a hearing will be held for the
purpose of reconsidering such issue. Such hearing shall be held not
less than 20 days nor more than 60 days after the date notice of such
hearing is furnished to such State, unless the Secretary and such
State agree in writing to holding the hearing at another time. The
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Secretary shall affirm, modify, or reverse his original determination
within 60 days of the conclusion of the hearing.

(3) Any State which is dissatisfied with a final determination made
by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 404, 604, 1004, 1404, 1604, [1904, or
2003] or 190} may, within 60 days after it has been notified of such
determination, file with the United States court of appeals for the
circuit in which such State is located a petition for review of such
determination. A copy of the petition shall be forthwith transmitted by
the clerk of the court to the Secretary. The Secretary thereupon shall
file in the court the record of the proceedings on which he his
g?)t&ermination as provided in section 2112 of title 28, United States

e,

Yi) The findings of fact by the Secretary, if supported by substan-
tial evidence, shall be conclusive ; but the court, for good cause shown,
may remand the case to the Secretary to take further evidence, and the
Secretary may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the tran-
seript and record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substantial
evidence.

(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part, the judgment of the
court shall be subject to review by the Supreme Court. of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

(b) For the pur; of subsection (a), any amendment of a State

lan approved under title I, VI, X, XIV, XVI, [ XIX, or XX7J or

IX, or part A of title IV, may, at the option of the State, be treated
as the submission of a new State plan.

(c) Action pursuant to an initial determination of the Secretary
described in subsection (a) shall not be stayed pending reconsidera-
tion, but in the event that the Secretary su bse?luently determines that
his initisl determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title I, VI, X, XIV, XVI, [XIX, or XIX or part A
of title IV, shall be disallowed for such participation, the State shall
be entitled to and upon request shall receive a reconsideration of the
disallowance.

See. 1117. [Repealed.]

Alternative Federal Payment With Respect to Public
Assistance Expenditures

Sec. 1118. In the case of any State which has in effect a plan ap-
proved under title XIX for any calendar quarter, the total of the
peyments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year (which for purposes of this
section means the 4 calendar quarters ending with September 30),
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under paragraphs (1) and (2) of sections 3(a), 403(a), 1003(a), 1403
(a), and 1603(a) shall, at the option of the State, be determined
by apﬁlicat-ion of the Federal medical assistance percentage (as de-
fined by section 1905, instead of the percentages provided under
each such section, to the expenditures under its State plans a]})lproved
under titles I, X, X1V, and X VI, and part A of title I%, which would
be included in determining the amounts of the Federal payments to
which such State is entitled under such sections, but without regard
to any maximum on the dollar amounts per recipient which may be
counted under such sections. For purposes of the preceding sentence

the term “Federal medical assistance percentage” shall, in the case o

Puerto Rico, the Virgin Islands, and Guam, mean 75 per centum,
and, in the case of all States, such percentage shall not be less than
50 per centum.

* * * * * ] *
Disclosure of Ownership and Related Information

Sec. 1124. (a) (1) The Secretary shall be regulation or by contract
provision provide that cach disclosing entity (as defined in para-
graph (2)) shall—

A) as a condition of the disclosing entity’s participation in,
or certification or recertification under, any of the programs
established by titles [V.] XVIII, [XIX, and XX and X/X, or

(B) as a condition for the approval or renewal of a contract or
agreement between the disclosing entity and the Secretary or the
appropriate State agency under any of the programs established
under title {V,] XVIII, [XIX, and XX] and XIX,

supply the Secretary or the appropriate State agency with full and
complete information as to the identity of each person with an owner-
ship or control interest (as defined in pm'agmpge(:i)) in the entity or
in any subcontractor (as defined by the Secretary in regulations) in
which the entity directly or indirectly has a 5 per centum or more
ownership interest.

(2) As used in this section, the term “disclosing entity” means an
entity which is—

(A) a provider of services (as defined in section 1861 (u), other
than a fund), an independent clinical laboratory, a renal disease
facility, or a health maintenance organization (as defined in sec-
tion 1301(a) of the Public Health Service Act) ;

(B) an entity (other than an individual practitioner or groun
of practitioners) that furnishes, or arranges for the furnishing of,
items or services with respect to which payment may be claimed
by the entity under any plan or program established %ursuant to
title V or] under a State plan approved under title X1X ; or

(C) a carrier or other agency or organization that is acting as
a fiscal intermediary or agent with respect to one or more pro-
viders of services (for purposes of part A or part B of title
XVIII, or both, or for purposes of a State plan approved under
title XIX) pursuant to (i) an agreement under section 1816, (ii)
a contract under section 1842, or (iii) an agreement with a single
State agency administering or supervising the administration of
a State plan approved under title XIX[ ; or].
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Agreements With Providers of Services

Sec. 1866. (8) (1) Any provider of services (except a fund desig-
nated for purposes of section 1814 (g) and section 1835 (e)) shall be
qualified to participate under this title and shall be eligible for pay-
ments under this title if it files with the Secretary an a{eementr—-

(A) not to charge, except as provided in paragraph (2), an
individusl or any other person for items or services for which suc
individuel is entitled to have t"pa},rmeni; made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814 (e) ), amr

& ® *® L * = L]

ﬁn agreement under this paragraph with a skilled mlrsinﬁ facility
11 be for a term of not exceeding 12 months, except that the Secre-
tary may extend such term for a period not exceeding 2 months, where
the health and safety of patients will not be jeopardized thereby, if he
finds that such extension is necessary to prevent irreparable harm to
such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticable within such 12-
month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder.J

(2) (A) A provider of services may charge such individual or other
person (i) the amount of any deduction or coinsurance amount imposed
pursuant to section 1818(a) (1) or (a)(8), section 1833(b), or section
1861 (y) (3) with respect to such items and services (not in excess of the
amount customsarily charged for such items and services by such pro-
vider), and (ii) an amount equal to 20 per centum of the reasonable
charges for such items and services (not in excess of 20 per centum of
the amount customarily charged for such items and services by such
provider) for which payment is made under part B (but in the case of
items and services furnished to individuals with end-stage renal dis-
ease, an amount equal to 20 percent of the estimated amounts for such
items and services caleulated on the basis established by the Secretary).
In the case of items and services described in section 1833(c), clause
(ii) of the preceding sentence shall be applied by substituting for 20

r centum the proportion which is appropriate under such section.
EAB. provider of services may not impose a charge under clause (ii) of
the first sentence of this subparagraph with respect to items and serv-
ices described in section 1861(s) (10) for which payment is made under
part B.J

L

- * B ] L ¢

TITLE XIX—GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

] [ ] [ ] ] ] ]
State Plans for Medical Assistance

Sec.1902. (a) ***
(10) provide — :
f A) for making medical assistance available to all indi-
viduals receiving aid or assistance under any plan of the
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State approved under title I, X, XIV, or XVI, or part A of
title I\y, or with res to whom supplemental security in-
come benefits are being paid under title XVI or wko 2 an
individual specified in subsection (1) ; and

(B) that the medical assistance made available to any
individual described in clause (A)—

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

(i1) shall not be less in amount, duration, or scope
than the medical assistance made available to individuals
not described in clause (A) ; [and]

(C) if medical assistance is included for any group of
individuals who are not described in clause (A) and who
do not meet the income and resources requirements of the
appropriate State plan, or the supplemental security income
program under title X VI, as the case may be, as determined
n accordance with standards prescribed by the Secretary—

(1) for making medical assistance available to all in-
dividuals who would, except for income and resources,
be eligible for aid or assistance under any such State plan
or to have paid with respect to them supplemental secu-
rity income benefits under title XVI, and who have
insufficient (as determined in accordance with compa-
rable standards) income and resources to meet the costs
of necessary medical and remedial care and services, and

(1) that the medical assistance made available to all
individuals not described in clause (A) shall be equal
in amount, duration, and scope;

(C') that if medical assistance is included for any group of individ-
uals described in section 1905(a), other than individuals deseribed in
subparagraph (A), then the plan shall include a description with re-
spect to each such group of the criteria for determining eligibility for,
and the extent of, such medical assistance ;

except that (I) the making available of the services described
in paragraph (4), (14), or (16) of section 1905(a) to individuals
meeting the age requirements prescribed therein shall not, by
reason of this paragraph (10), require the making available of
any such services, or the making available of such services of the
same amount, duration, and scope, to individuals of any other
ages, and (IT) the making available of supplementary medical
insurance benefits under part B of title XVIII to individuals
eligible therefor (either pursuant to an agreement entered into
under section 1843 or by reason of the payment of premiums un-
der such title by the State agency on behalf of such individuals),
or provision for meeting part or all of the cost of deductibles, cost
sharing, or similar charges under part B of title XVIIT for in-
dividuals eligible for benefits under such part, shall not, by reason
of this pa ph (10), require the making available of any such
benefits, or the making available of services of the same amount.
duration, and scope, to any other individuals, [and (IIT) the
makirg available of medical assistance equal in amount, dura-
tion. and scope to the medical assistance made available to individ-
uals described in clause (A) to any classification of individusals




744

approved by the Secretary, with respect to whom there is being
paid, or who are eligible, or would be eligible if they were not
in & medical institution, to have ?sid with respect to them, a
State supplementary payment shall not, by reason of this para-
graph (10), require the making available of any such assistance,
or the making available of such assistance of the same amount,
duration, and scope, to any other individuals not described in
clause (A);];

& & L] * & ® *

(13) provide—

(A)[ (i) for the inclusion of some institutional and some
noninstitutional care and services, and ]

[ (ii)J for the inclusion of home health services for any in-
dividual who, under the State plan, is entitled to skilled nurs-
ing facility services, fand]

(B) in the case of individuals receiving aid or assistance
under any plan of the State approved under title I, X, XIV,
or XVT, or part A of title IV, or with respect to whom sup-
plemental security income benefits are being paid under title
X VT, for the inclusion of at least the care and services listed
in yamgmphs (1) through (5) and (17) of section 1805(a),
an

[ (C) in the case of individuals not included under subpar-
agraph (B) for the inclusion of at least—

(1) the care and services listed in paragraphs (1)
through (5) and (17) of section 1905(a) or
(ii) (I) the care and services listed in any 7 of the
paragraphs numbered (1) through (17) of such section
and (II) in the event the care and services provided
under the State plan include hospital or skilled nursing
facility services, physicians’ services to an individual in
a hospital or skilled nursing facility during any period
he is receiving hosnital services from such hospital or
gkilled nursing facility services from such home, and]}
(D) (i) for payment (except where the State agency 1s
subiect to an order under section 1914) of the reasonable cost
of inpatient hospital services provided under the plan, as
determined in accordance with methods and standards, con-
sistent with section 1122, which shall be developed by the
State and reviewed and approved by the Secretary and (after
notice of approval by the Secretary) included in the plan,
except that the reasonsble cost of any such services as deter-
mined under such methods and standards shall not exceed
the amount which would be determined under section 1861 (v)
as the reasonable cost of such services for purposes of title
X VIIT, except that in the case of hospitals reimbursed for
services under part A of title XVIII in accordance with sec-
tion 1814(b) (3), the plan must provide for payment of in-
patient hospital services provided in such hospitals under the
plan in accordance with the reimb irsement system used under
such section, and (ii) for payment of the reasonable cost of
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inappropriate inpatient services (described in subsection ( h)
(1)) for which payment is provided only because of sub-
section (h) at the rate of payment for such services provided
for under such subsection.}

[(E)J (C) for payment (except where the State agency
is subject to an order under section 1914) of the hospital
skilled nursing facility, and intermediate care facility serv-
ices provided under the plan through the use of rates (deter-
mined in accordance with methods and standards developed
by the State) which the State finds, and makes assurances
satisfactory to the Secretary, are reasonable and adequate to
meet. the costs which must be incurred by efficiently and eco-
nomically operated facilities in order to provide care and
services in conformity with applicable State and Federal
laws, regulations, and quality and safety standards; and
such State makes further assurances, satisfactory to the Sec-
retary, for the filing of uniform cost reports by [each skilled
nursing or intermediate care facility} each hospital, skilled
nursing facility, and intermediate care facility and periodic
audits by the State of such reports; ewcept that the rate
established by the State for payment for services provided
by hospitals under the plan must be established at a level such
that the aggregate of the payments made under such plan for
each fiscal year to hospitals shall not exceed the aggregate
amount of such payments for such. fiscal year which would be
made for provision of the same services if reimbursement were
on a reasonable cost basis as determined under section 1861(v)
for purposes of title XVIIT

[(F)J (D) for payment for services described in section
1905(a) (2) (B) provided by a rural health clinic under the
plan of 100 percent of costs which are reasonable and related
to the cost of furnishing such services or based on such other
tests of reasonableness, as the Secretary mey prescribe in
regulations under section 1833(a) (3), or. in the case of serv-
ices to which those regulations do not apply, on such tests
of reasonableness as the Secretary may prescribe in regula-
tions under this subparagraph; A

. . s ° . *

(20) if the State plan includes medical assistance in behalf of

individuals 65 years of age or older who are patients in institu-
tions for mental diseases—

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care. arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care. and arrangements
providing for access to patients and facilities. for furnishing
information, and for making reports;
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(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in
his best interests, including, to that end, assurances that
there will be initial and periodic review of his medical and
other mneeds, that he will be given appropriate medical
treatment within the institutions, and that there will be a

sriodical determination of his need for continued treatment
in the institution ; and

(C) provide for the development of alternate plans of care,
muking maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
section 3(a) (4) (A) (i) and (ii), section 603(a) (1) (A) (1)
and (ii), or section 1603(a) (4)(A) (i) and (i1) which are
appropriate for such recipients and for such patients; and
for methods of administration necessary to assure that the
responsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; [and]

[(D) provide methods of determining the reasonable cost
of institutional care for such patients;}

. @ * . . ©

[ ]
5(23) except in the case of Puerto Rico, the Virgin Islands.
and Guam, provide that any individual eligible for medical assist-

ance (including drugs) may obtain such assistance from any

institution, agency, community pharmacy, or person, qualified to
perform the service or services required (including an organiza-
tion which provides such services, or arranges for their availabil-
ity, or a pre‘!myment basis), who undertakes to provide him such
services; and a State plan shall not be deemed to be out of com-
pliance with the requirements of this paragraph or paragraph
(1) or (10) solely by reason of the fact that the State (or any
nolitical subdivision thereof) has entered into a contract with
an organization which has agreed to provide care and services
in addition to these offered under the State plan to individuals
eligible for medical assistance who reside in the geographic aren
served by such organization and who elect to obtain such care
nnd services from such organization, or by reason of the fact
that the plan provides for payment for rural health clinic services
only if those services are provided by a rural health clinic:1
(23) provide that limitations or restrictions elected by a State
with respect to choice by revivients of medical assistance provided
for by the State— ¥
(A) must be cost-effertive arrangements which provide
for reasonable payment based upon comparison of costs at
which services of proper quality may be obtained and are
actually available (and for this purpose the plan may pro-
vide that such arrangements need mot be in effect in all
political subdivisions of the State notwithstanding the pro-
wisions of paragraph (1) ; and
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(B) must assure that such recipients shall have reason-
able access to services (taking into account geographic
location and reasonable traveltime) for awhich they are eligi-
ble (including emergency services and provision for timely
referral and transfer to other providers when medically ap-
propriate) through providers which meet oll applicable
standards wnder t/o State plan and whose services are
available to such recipients ;

* * %* * * * *

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a) of this section, except that he shall
not 2pproye any plan which imposes as a condition for eligihility for
medicai assistance under the plan—

(1) an age requirement of more than 63 vears; or

[(2) effective July 1. 1967, anv age requirement which excludes
any individual who has not attained the age of 21 and is or would
except for the provisions of section 406(a) (2). be a dependent
child under part A of subchapter IV of this chapter; or]

(2) any aqge requirements which exeludes any individual who
has not attained the age of 19 and is « dependent child under part
A of title IT ;

(3) any residence requirement which excludes any individual
whe resides in the State: or

(4) any citizenship requirement which excludes any citizen of
the TTnited States.

* . * * . * *

(h) (1) In any ease in which a hospital provides inpatient services
to an individual that wonld constitute skilled nursing facility serv-
ices if provided by a skilled nursing facility or that would constitute
intermediate care facility services if provided by an intermediate
care facility and a Professional Standards Review Organization (or,
in the absence of such a qualified organization, an organization or
agency with review responsibility as is otherwise provided for under
part A of title XT) determines that inpatient hospital services for the
individual are not medically necessary but skilled nursing facility
services or intermediate care facility services, respectively, for the in-
dividual are medically necessary and such type of facility services
are noi otherwise available to the individnal (as determined in accord-
ance with criteria established by the Secretary) at the time of such
determination, payment for inpatient hospital services (shall continue
to be made under the State plan approved under this title at the pay-
ment rate described in paragraph (2)J may continue to be made flﬂ(gf
the State plan but at a rate of payment not to exceed the rate described
in} .p!m'ngrrrpﬁ (2) for such type of services during the period in
which—

(A) such skilled nursing facility services or intermediate care
facility services (ar the case may be) for the individual are
medically necessary and not otherwise available to the individual
(as so determined)

(B) inpatient hospital services for the individual are not
medically neecssary, and

(C) the individual is entitled to receive medizal assistance
with respect to such facility services under the State plan.
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except that if the Secretary determines that [the hospital had (during
the immediately preceding calendar year) an average daily occupancy
rate of 80 percent or more], there is not an excess of hosnital beds
in such hospital or in the arca of such hospital whick could be con-
werted for wse in providing the required skilled nursing fucility
services or intermediate care facility services (as the case may be),
such payment [shall] may be made (during such period) on the same
basis as otherwise used under the State’s plan for payments for pro-
viding inpatient hospital services.
B L * ® L * 2

I (4) For the purpose of determining the occupancy rate with respect
to hospitals under paragraph (2)—

(A) public hospitals under common ownership may elect (with
the approval of the Secretary) to be treated as a single hospital,
and

(B) beginning two years after the date this subsection is first
applied with respect to a hospital, the Secretary, to the extent
feasible, shall not treat as an inpatient an individual with respect
to whom payment is made to the hospital only because of this sub-
section or section 1861(v) (1) (G)]

(%) (1) The Secretary may waive any reauirements of this title with
respect to provision of or payment for medical care in order to permit
the State agency to share, by means of providing additional services.
with. any recipient of medical assistance under the State plan. anu
rost sarinas which may result from use bu such recipient of medical
care which is more cost-effective than medical care generally provided
or paid for under such plan. A waiver shall not be provided under this
paragranh unless the State provides assurances satisfactory to the Sec-
retary that the aranting of such waiver would not be inconsistent with
the purposes of this title.

(2) The Secretary may by waiver provide that a State plan
approved under this part may include as ‘medical assistance’ under
such plan personal care serviees and any other services (other than
room and board) approved by the Secretary which are provided pusr-
suant to a plan of care to an individual who, but for such services, may
require institutionalization in a medical institution in which the cost
of his care could be reimbursed under the State plan. A waiver shall
not be granted under this paragraph unless the State provides assur-
ances satisfactory fo the Secretary that necessary safequards have
been taken to proicct the health and welfare of any recipients of such
services.

(D) (1) The Secretary may by waiver provide that a State plan
approved under this part may include as “medical assistance” under
such plan—

(A) case management ;

(B) supervised living;

(C) home services;

(D) rehabilitation; and

(E) any other nommedical services (other than room and
board) approved by the Secretary.

which are provided pursuant to a plan of care to an individual who
is mentally ill, mentally retarded, or otherwise at risk of bein g tnstit-
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tionalized, if such services were not provided, in a medical institution
in which the cost of his care could be reimbursed under the State plan.
(2) A waiver shall not be granted under paragraph (1) unless the
State provides assurances satisfactory to the Secretary that necessary
safequards have been taken to protect the health and welfare of any
recipients of such services.
(m) Individuals specified in section 1902(a) (10) (A) shall include—
(7) any child on whose behalf foster care maintenance pay-
ments are being made under any program administered by or
administered under the supervision of the State—

(A4) who would meet the requirements of section 406(a) or
of section 407 but for his removal from the home of a relative
specified in zection 406 (a) ;

(B) whose removal from the home was the result of a
judicial determination to the effect that continuation therein
would be contrary to the welfare of such child; and

(C) (7) who received aid under the State plan approved
under section. }02 in or for the month in which court pro-
ceedings leading to the removal of the child from the home
were initiated, :

(72) acho waddd have received such aid in or for such month
if application had been made therefor, or

(#it) who had been living with a relative specified in section
406(a) within siz months prior to the month in which such
proceedings were initiated. and would have received such aid
in or for such month if in such month he had been living with
such. a relative and application therefor had been made; and

(2) any child on whose behalf adoption assistance payments
are being made under any program administered by or admin-
isteved under the supervision of the State—

(A) who but for adoption would mect the requirements
specified in paragraph (1). or

(B) who but for adoption would meet the requirements
of title XV I with respect to eligibility for supplemental secu-
rity income bemefits.

Payment to States

Sec. 1903, (a) From the sums appropriated therefor, the Secretary
(except as otherwise provided in this section) shall pay to each State
which has a plan approved under this title, for each quarter, begin-
ning with the quarter commencine January 1, 1966

(1) an amount equal~to the Federal medical assistance per-
centage (as defined in section 1905 (b), subject to subsections (g),
(h), and (j) of this section) of the total amount expended during
such quarter as medical assistance under the State plan (including
expenditures for premiums under part B of title XVIII, for
individuals who are eligible for medical assistance under the nlan
and (A) are receiving aid or assistance under any plan of the
State approved under title T, X. XIV, or XVT, or part A of title
IV, or with respect to whom sunnlemental security income bene-
fits are being paid under title XVI. or (B) with respect to whom
there is being paid a State supplementary payment and are eligi-
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ble for medical assistance equal in amount, duration, and scope
to the medical assistance mi%a available to individuals described
in section 1902(a) (10) (A), and, except in the case of individuals
sixty-five years of age or older and disabled individuals entitled
to hospit.a.{ insurance benefits under title XVIII or who are not
enrolled under part B of title X VIII, other insurance premiums
fcf;;' mliogicnl or any other type of remedial care or the cost there-
of) ; [plus

(2) an a:ilnount equal to 75 per centum oi so much of the sums
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation or training of skilled pro-
fessional medical personnel, and stafl directly supporting such
personnel of the State agency or any other public agency; iplus]

(3) an amount equal to—

(A) (1) 90 per centum of so much of the sums expended
during such quarter as are attributable to the design, develop-
ment, or installation of such mechanized claims processing
and information retrieval systems as the Secretary (i)etermines
are likely to provide more efficient, economical, and effective
administration of the plan and to be competible with the
claims processing and information retrieval utilized
in the administration of title XVIII, including the State’s
share of the cost of installing such a system to be used jointly
in the administration of such State’s plan and the plan of
any other State approved under this title, and

(i1) 90 per centum of so much of the sums expended during
any such quarter in the fiscal year ending June 30, 1972, or
the fiscal year ending June 30, 1973, as are attributable to
the design, development, or installation of cost determination
systems for State-owned general hospitals (except that the
total amount paid to all States under this clause for either
such fiscal year shall not exceed $150,000), and

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tems (whether such systems are operated directly by the
Stste or by another person under a contract with the Sv;:ate)
of the type described in subparagﬁh (A) (i) (whether or
not designed, developed, or installed with assistance under
such sub‘»ars.gm h) which are approved by the Secretary
and which include provision or prompt written notice to
each individual who is furnished services covered by the plan,
or to each individual in a sample group of individuals who
are furnished such services, of the specific services (other than
confidential services) so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services;

us]
( 4F;n amount equal to 100 per centum of the sums expended
with reapect to costs incurred during such quarter (as found neces-
sary by the Secretary for the proper and efficient administration
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of the State plan) which are attributable to compensation or
training of personnel (of the State agency or any other public
agency) responsible for inspectinf public or private institutions
(or portions thereof) providing long-term care to recipients of
medical assistance to determine whether such institutions comply
with health or safety standards applicable to such institutions
under this Act; [plus]

(5) an amount equal to 90 per centum of the sums expended
during such quarter which are attributable to the offering, ar-
ranging, and furnishing (directly or on a contract basis) of
family planning services and supplies;

(6) subject to subsection (b) (3), an amount equal to—

(A) 90 per centum of the sums expended during such a
ﬂuarter within the twelve-quarter period beginning with the
rst quarter in which a payment i1s made to the State pur-
suant to this paragraph, and
(B) 75 per centum of the sums expended during each suc-
ceeding calendar quarter:
with respect to costs incurred during such quarter (as found nec-
essary by the Secretary for the elimination of fraud in the provi-
sion and administration of medical assistance provided under the
State plan) which are attributable to the establishment and oper-
ation of (including the training of personnel employed by) a
?ul;te medicaid fraud control unit (described in subsection (q))
plus

L(7)3 (8) an amount equal to 50 per centum of the remainder
of the amounts expended during suc{l quarter as found necessary
by the Secretary for the proper and efficient administration of the
State plan.

L ] * * * * * *

(7) an amount equal to 100 percent of the reasonable costs in-
curred (not to exceed $10 per vaceination) in such quarter in ad-
ministering pneumococcal vaccine (including the cost of the vac-
cine) to any individual aged 65 or older who is eligible under the
plan or who iz receiving supplemental xecurity income benefits
under title XVI, by any physician or other provider who par-
ticipates in the State plan, or by a State or local health depart-
ment in such State; and

(d) ***

(5) In any case in which the Secretary estimates that there has
been an overpavment under this section to a State on the basis of a
claim by such State that has been disallowed by the Secretary under
section 1118(d), and such State disputes such disallowance, the
amount of the Federal payment in controversy [shall, at the option of
the State, be retained by such State or recovered] shall be recovered
by the Secretarv pending a final determination with respect to such
payment amount. [If such final determination is to the effect that any
amount was properly disallowed. and the State chose to retain pay-
ment of the amount in controversy. the Secretary shall offset, from any
subsequent payments made to such State under this title, an amount
equal to the proper amount of the disallowance plus interest on such
amount disallowed for the period beginning on the date such amount

79-757 0 - 81 - 4B
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was disallowed and ending on the date of such final determination (but
not to exceed a period of twelve months with respect to disallowances
made prior to October 1, 1981, or six months with respect to disallow-
ances made thereafter) at the rate (determined by the Secretary)
based on the average of the bond equivalent of the weekly 90-day
Treasury bill auction rates during such period.] /f such final deter-
mination is to the effect that such disallowance was not correct, the
Secretary shall pay the proper amount of such Federal payment to
the State, pius interest on such amownt for the period beginning on
the date such amount was recovered ending on the date of such
final determination at the rate (determined by the Secretary) based
on the average of the bond equivalent of the weckly 90-day Treasury
bill fjuction rates during such period.”.
* & ¥

53) For purposes of pax h (1)(B), in the case of a family
consisting of only one individual, the “highest amount which would
ordinarily be paid” to such family under the State’s plan approved
under part A of title IV of this Act shall be the amount determined
by the State agency (on the basis of reasonable relationship to the
amounts payable under such plan to families consisting of two or
more ];emms) to be the amount of the aid which would ordinarily be
payable under such Flan to a family (without any income or re-
sources) consisting of one person if such plan [ (without regard to
section 408)7 provided for aid to such a family.

L *® * * ® * L]

(1) Payment under the preceding provisions of this section shall
not be made—

[(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972, to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842(b) (3) ; or]

(Z) with respect to any amount paid for physician services, or
for medical services, supplics, aﬂfgqm;meﬂt (including equip-
ment servicing) which in the judgment of the Secretary do not
vary significently in ?wzlity among suppliers, to the extent that
the aggregate of such amounts for any fiscal year exceeds the
aggregate which would be paid for such fiscal years for such
items and services on the basis of reasonable charges determined
under section 18/2;

& * * * * W &

[(m) (1) (A) The term “health maintcnance organization” means a
legal entity which provides health services to individuals enrolled in
such organizations and which—

f?i) rovides to its enrollees who are eligible for benefits under
this title the services and benefits described in paragraphs (1),
(2), (3), (4)(C), and (5; of section 1905, and, to the extent
required by section 1902(a) (13) (A) (ii) to be provided under a
State plan for medical assistance, the services and benefits de-
seribed in pa ph (7) of section 1905(a) ;

[(ii) provides such services and benefits in the manner pre-
seri in section 1301(b) of the Public Health Service Act
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(except that, solely for purposes of this paragraph, the term “basic
health services” and references thereto, when employed in such
sechgﬁ, shall be damhI;ec(l tjo ?efer to the )a(eg;ieas ;n(d henfaﬁts de-
scribed in-paragraphs (1), (2), (3), (4 ,and (5) of section
1905(=), and, to the extent required by section 19028:) (13) (A)
(i) to be provided under a State plan for medical assistance, the
?erv)ice:;n?ind benefits described in paragraph (7) of section 1805
(iii) is organized and operated in the manner prescribed by
section 1301(c) of the Public Health Service Act (except that
sole’l,y for purposes of this pa ph, the term “basic health serv-
ices” and references thereto, when employed in such section shall
be dts(emed tjo fefnr( to tl(l: szgwes gn(d egts dtfcribed in sw?rﬁ
1905(a) (1), (2), (3), , &nd (5), and to the extent requi
by sectgon 190223) (13) A) (1)i) to be provided under a State plan
for medical assistance, the services and benefits described in para-
graph (7) of section 1905(s) ).
[(B) The duties and functions of the Secretary, insofar as they

involve making determinations as to whether an organization 1s a
health maintenance organization within the meaning o sub})n h
(A), shall be administered through the Assistant Secretary for h

and in the Office of the Assistant Secretary for Health, and the admin-
istration of such duties and functions shall be integrated with the
administration of section 1312 (a) and (b) of the Public Health
Seﬁ%fff E ided in sub hs (B) and (C)
xcept as provi 1n subparagra an , NO
payment shall be made under this title to a State with respect to
expenditures incurred by it for payment (determined under a prepaid
capitation basis or under any other risk basis) for services provided
by any entity which is responsible for the provision of inpatient hos-
pital services and any other service descriged in paragraph (2), (8),
(4), (5), or (7) of section 1905(a) or for the provision of any or
more of the services described in such paragraphs unless—
E iz. the Secretary (or the State as authorized by paragraph
(3)) has determined that the entity is a health maintenance orga-
nization as defined in pa ph (1); and
[ (ii) less than one-half of the memfm-ship of the entity consists
of individuals who (I) are insured for benefits under part B of
title X VIII or for benefits under both parts A and B of such title,
or (II) are eligible to receive benefits under this title.

(B) Subparagraph (A) does not apply with respect to payments
under this title to a State with ms%wttoexpendimresincurmdbyit
for payment for services provided by an entity which—

(1) (I) received & grant of at least $100,000 in the fiscal year

ending June 30, 1976, under section 819 (d) (1) (A) or 330(11{(1)

of the Public Health Service Act, and (II) for the period begin-

ning July 1, 1976, and ending on the expiration of the period
for whi Fymhtsnretobemadennderthistitlehlsbeentho
recipient of  grant under either such section; and

[{)H) provides to its enrollees, on a B:Bpuid capitation risk
basis or on any other risk basis, all of the services and benefits
described in parlq]uphs (1), (2), (3), (4) (C),and (5) of section

1905(a) and, to the extent required Ly section 1902(=) (18) (A)
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(ii) to be provided under a State plan for medical assistance, the
services and benefits described in paragraph (7) of such section;
or
[(ii) is a nonprofit primary health care entity located in & rural
area (as defined by the Appalachian Regional Commission)—
(I) which received in the fiscal year ending June 30, 1976,
at least $100,000 (by grant, subgrant, or subcontract) under
the Appalachian Regional Development Act of 1965, and
[(II) for the period beginning July 1, 1976, and ending on
the expiration of the period for which payments are to be
made under this title either has been the recipient of a grant,
subgrant, or subcontract under such Act or has provided sery-
ices under a contract (initially entered into during a year in
which the entity was the recipient of such a grant, suggmnt,
or subcontract) with a State agency under this title on a pre-
aid capitation risk basis or on any other risk basis; or
[ (1ii) which has contracted with the single State agency for the
provision of services (but not including inpatient hospital serv-
ices) to persons eligible under this title on a prepaid risk basis
prior to 1970.

[(C) Subparagraph (A)(ii) shall not apply with respect to
payments under this title to a State with respect to expenditures
incurred by it for payment for services by an entity during the
three-year period beginning on the date of enactment of this subsection
or beginning on the date the entity qualifies as a health maintenance
organization (as determined by the Secretary). whichever occurs jater.,
but only if the entity demonstrates to the satisfaction of the Secretary
by the submission of plans for cach year of such three-year period that
it is making continuous efforts and progress toward achieving com-
pliance with subparagraph (A) (ii).

[(3) A State may. in the case of an entity which has submitted an
application to the Secrctary for determination that it is a health main-
tenance organization within the meaning of paragraph (1) and for
which no such determination has been made within 90 days of the
submission of the application, make a provisional determination for
the purposes of this title that such entity is such a health maintenance
organization. Such provisional determination shall remain in force
until such time as the Secretary makes a determination regarding the
entity’s qualification under paragraph (1).J

* * & [ * ® L

(r) (1) (A) In order to receive payments under paragraphs (2) and
L(7)3(8) of subsection (a) without being subject to per centum reduc-
tions set forth in subparagraph (C) of this paragraph, a State must
provide that mechanized claims processing and information retrieval
gystems of the type described in subsection (a) (3) (B) and detailed in
an advance planning document approved by the Secretary are opera-
tional on or before the deadline established under subparagraph (B).

(B) The deadline for operation of such systems for a State is the
earlier of (i) September 3, 1982, or (ii) the last day of the sixth month
following the date specified for operation of such systems in the State’s
most recently approved advance planning document submitted before
the date of the cnactment of this subsection.
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(Cl)x if a State fails to meet the f;iet:iacllinle establilsjlgeé ;md::lr 8?7]?)?‘{5
graph (B), the per centums speci inp&rain an
of subsection (&) with respect to that State shall each be reduced by 5
Eementaga points for the first two quarters beginning on or after such

eadline, and shall be further reduced by an additional 5 percen

ints after each period consisting of two quarters during which the

retary determines the State fails to meet the requirements of sub-
paragraph (A); except that—
(1) neither such per centum may be reduced by more than 25
percentage points by reason of this paragraph; and
(ii) no reduction shall be made under this parggnph for any
quarter following the quarter during which such State meets the
requirements of subparagraph (A).

(2) (A) In order to receive gayments under paragraphs (2) and
[(7)3(8) of subsection (a) without being subject to the per centum
reductions set forth in subparagraph (C) of this paragraph, a State
must have its mechanized claims processing and information retrieval
systems, of the type required to be operational under paragraph (1),
initially approved by the Secretary in accordance with pa h (5)
(A) on or before the deadline established under subparagraph iB).

(B) the deadline for approval of such systems for a State is the
last day of the fourth quarter that begins after the date on which the
Secretary determines that such systems became operational as required
under paragraph (1).

(C) If a State fails to meet the deadline established under sub-
paragraph (B), the per centums specified in paragraph (2) and [(7)]}
(8) of subsection ( agewith respect to that State shall each be reduced
by 5 percentage points for the first two quarters beginning after such
deadline, and shall be further reduced by an additional 5 percentage
points at the end of each period consisting of two quarters during
which the State fails to meet the requirements of subparagraph (A);
except that—

(i) neither such per centum may be reduced by more than 25
percentage points by reason of this paragraph, and

(ii) no reduction shall be made under this paragraph for any
quarter following the quarter during which such State’s systems
are approved by the Secretary as provided subparagraph (A).

L 4 & * * & L L

(8) (1) Notwithstanding the preceding provisions of this section,
no payment shall be made to a State (except as provided under this
subsection) with respect to expenditures incurred by it for services
provided by any person during any period that an order for denial of
payment (as authorized by section 1107 (c) (7)) s effective with
resepct to such person.

(2) Any for denial of payment {ssued with respect to any per-
son under section 1107 (c) (7) shall become effective, in the case of any
State plan approved under this title, on the surtieth day after the date
on whick the Secretary gives notice of such order to the State agency.
Upon the determination of the Secretary that any such order shall
cease to be effective, he shall notify each State agency to which he has
submitted motice under section 1107 (¢) (7) with respect to such
person.
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(3) Whenever any order which has been issued by the Secre
under section 1107 (¢) (7) ceases to be effective, any payment to which
any State would (except for the preceding provisions of this sub-
section) have been entitled under this section on account of services
provided by such person shall be made to such State for the month in
which such order ceases to be effective.

(¢) (1) Notwithstanding any other provision of this section, pay-
ments under this title to any State for any fiscal year, other than—

(A; payments under subsection (a)(3), (a) (6), or (a) (7);
§ B) interest paid under subsection (d) (5) ;
C) payments to a facility of the Indian Health Service and
(D) payments for claims relating to expenditures made during
cal year 1980 or 1981,
shall not exceed the amount of such State’s cap for such fiscal year,
as determined in accordance with this subsection.

(2) (A) Eacept as provided in paragraph (3). the amount of a
State’s cap for fiscal year 1982 shall be an amount equal to 109 percent
of the estimate (based upon the last such estimate for such State re-
ceived by the Secretary fefore April 1, 1981) of the Federal share of
expenditures under this title (other than payments described in sub-
paragraphs (A) through (C) of Jtaragmp}a. (1) and payments for
claims relating to expenditures made prior to October 1, 1980) in fiscal
year 1981 for such State.

(8) Except as provided in paragraph (3), the amount of a State’s
cap for fiscal year 1983 and for each fiscal year thereafter shall be an
amount equal to the cap determined under this paragraph for such
State for the preceding fiscal year, increased or decreased (as the case
may be) by a percentage equal to the Gross National Product Implicit
Price Deflator for such fiscal year (for which the cap is being deter-
mined) published by the Department of Commerce, as set forth in the
President’s proposed budget for such fiscal year.

(8) for fiscal year 1982 and each. fiscal year thereafter—

(A) the amount of the cap for Puerto Rico shall be $45.000.000;
(B) the amount of the cap for the Virgin Islands shall be
$1,000,000; and '
(C) the amount of the cap for Guam shall be $900,000.
*

» * ® * * L 3
Definitions

Sec. 1905. For purposes of this title—

(a) The term “medical assistance” means payment of part or all
of the cost of the following care and services (if provided in or after
the third month before the month in which the recipient makes appli-
cation for assistance) for individuals, and. with respect to physicians’
or dentists’ services, at the option of the State, to individuals (other
than individuals with resnect to whom there is being paid, or who are
eligible, or wonld be eligible if they were not in 2 medieal institution,
to have paid with respect to them a State supplementary payment and
are eligible for medical assistance equal in amount. duration, and
scope to the medical assistance made available to individuals described
in section 1902(a) (10) (A)) not receiving aid or assistance under any
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plan of the State approved under title I, X, XIV, or XVI, or part A
of title IV, and witﬁ rasgeet to whom supplemental security income
benefits are not being paid under title XVI, who are
[(i) under the age of 21.] (i) under the age of 21, or, at the
option of the State, under the age of 20, 19, or 18 as the State
may choose, or any reasonable category of such individuals,
(ii) relatives specified in section 406(b) (1) with whom a child
is living if such child [[. except for section 406(a)(2).] is (or
would, if needy, be) a dependent child under part A of title IV,
*

* s * ] & s

(b) The term “Federal medical assistance percentage” for any State
shall be 100 ]per centum less the State percentage; and the State per-
centage shall be that percentage which bears the same ratio to 45 per
centum as the square of the per capita income of such State bears to the

uare of the per capita income of the continental United States (in-
cluding Alaska) and Hawaii; except that (1) the Federal medical
assistance percentage shall in no case be less than [50] 40 per centum
or more than 83 per centum, and (2) the Federal medical assistance
percentage for Puerto Rico, the Virgin Islands, and Guam shall be 50
per centum. The Federal medical assistance percentage for any State
shall be determined and promulgated in accordance with the provisions
of subparagraph (B) of section 1101(2) (8). Notwithstanding the first
sentence of this section, the Federal medical assistance percentage shall
be 100 per centum with respect to amounts expended as medical assist-
ance for services which are received through an Indian Health Service
facility whether operated by the Indian Health Service or by an Indian
tribe or tribal organization (as defined in section 4 of the Indian Health
Care Improvement Act).

- L ] *® * ® L

TITLE XX—GRANTS TO STATES FOR SERVICES

Appropriation Authorized

2001. For the purpose of encouraging each State, as far as
practicable under the conditions in that State, to furnish services di-
rected at the goal of—

mE (1) achieving or maintaining economic self-support to prevent,
uce, or eliminate dependency,

[(2) achieving or maintaining eelf-sufficiency, including reduc-
tion or prevention of dependency,

[(3) preventing or remedying neglect, abuse, or exploitation of
children and adults unable to protect their own interests, or pre-
serving, rehabilitating or reuniting families,

[(4) preventing or reducing innpprogriabe institutional care by
providing for community-based care, home-based care, or other
forms of less intensive care, or

[(5) securing referral or admission for institutional care when

forms of care are not appropriate, or providing services to

_ individuals in institutions,
there is authorized to be appropriated for each fiscal year a sum suffi-
cient to carry out the purposes of this title. The sums made available




